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LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY
L907) 465-3867 or 465-2450 STATE OF ALASKA

AX (907) 465-2029 130 Seward Street, Suite 409
Mal étop 3101 Juneau, Alaska 99801-2105
MEMORANDUM March 5, 1997
SUBJECT: Legislative ethics bill draft (SB 105)
TO: Senator Tim Kelly, Chair

Senate Rules Committee
Attn: Ben Brown

FROM: Teresa B. Cramer
Legislative Counsel

You have requested a sectional summary of the above-desc* ibed bill.

As a preliminary matter, note that a sectional summary of a bill should not be considered an
authoritative interpretation of the bill and the bill itselfis the best statement of its contents.
If you would like an interpretation of the bill as it may apply to a particular set of cir-

cumstances, please advise.

Section 1 amends AS 24.25.010(e) to include the Legislative Ethics Committee in the list
of legislative committees that may issue a subpoena without securing the concurrence of the

presiding officer.

Section 2 amends AS 24.60.030(a) to permit the storing or maintaining o f election campaign
records in a legislator's office so long as the records are not displayed publicly. The
subsection retains the prohibition in AS 24.60.030(b) against permitting a legislative

employee to work on campaign matters on government time.

Section 3 repeals and reenacts AS 24.60.030(c) to clarify that state funds other than the
office allowance may not be used for mass mailings about legislators and legislative
employees who are candidates for federal and municipal offices (and retains the prohibition
against using state funds for mailings about candidates for state offices) or about other
persons who are candidates for election to the legislature. The subsection also applies the
prohibition to elections for telephone and electric cooperatives and clarifies that, when
applied to a special election, the prohibition begins on the date of the governor's

proclamation.

Section 4 extends the prohibition in AS 24.60.030(d) against distributing or posting
campaign communications to also prohibit distributing or posting notices about fund-raising
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events for candidates. Hie amendment also applies the prohibition to legislative employees

as well as legislators.

Section 5 amends AS 24.60.030(1) to clarify that a legislator or legislative employee whose
appointment to a board is disclosed in the House or Senate Journal does not need to make
an additional disclosure to the Ethics Committee. The disclosures of membership on a board
must be filed annually by February 15 with updates for new appointments or elections to
boards due within 60 days after appointment or election. The committee is required to send
copies of the disclosure to the Senate Secretary or House Clerk, as appropriate, for

publication in the journal.

Section 6 repeals and reenacts A '0.030(g) to address when and to what extent a
legislator or legislative employee W\ i substantial financial interest in an issue can take
legislative actions on the issue, Ilu. .u the proposal, for votes and other activities in

committee or on the floor of the House or Senate, the legislator or legislative employee
would have to disclose his or her interest before acting. For other kinds of actions
(requesting that research be done or a bill be drafted, for example), the legislator or
legislative employee would have to disclose the substantial financial interest to the ethics

committee in writing within seven days after taking the action.

Section 7 adds a subsection (h) to AS 24.60.030 to address how to determine whether an
employee is on government time or not. The committee is directed to consider the work
schedule set by the employee's immediate supervisor. An employee is required to take leave
for periods of political campaigning during the employee's work day. Incidental political
activities (answering a phone call, forwarding incoming mail to the campaign committee)

are excluded from the leave-slip requirement.

Section 8 clarifies that, for purposes of the prohibition against fund-raising during sessions
contained in AS 24.60.031(a), the legislature is considered to be in session on a day when
either house is in session and also extends the prohibition to apply to campaigns for local,
state, and federal elections as well as to state legislative campaigns.

Section 9 amends AS 24.60.039 to permit the Ethics Committee to refer employment
discrimination complaints that are filed with the committee to the State Human Rights
Commission and to wait until the Human Rights Commission has completed its proceedings

before considering the complaint itself.

Section 10 amends AS 24.60.040(a) to permit legislators and legislative employees lo enter
into a state contract or lease that is let under any method permitted by the State Procurement
Code or under similar procedures for agencies not subject to the Procurement Code.
Currently legislators and legislative employees may only enter into those contrac.s and leases
let through competitive sealed bidding. The bill also amends the provisions permitting small

contracts and leases by increasing the ceiling to an annual value of $5,000 or less.
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Legislators and legislative employees who participate in a state contract or lease that has an
annual value of $5,000 or more, or who know of a family member who is participating in a
state contract or lease worth $5,000 or more must disclose the participation. A grant that
results in a contract and that is not covered by AS 24.60.050 is subject to this section.

Section 11 amends AS 24.60.040(c) to clarify that the statute on state contracts and leases
does not apply to participation by legislators and legislative employees in state programs and

loans.

Section 12 amends AS 24.60.050(c) to permit the committee to refrain from publishing
disclosures of participation in a state program where disclosure would invade the
participant's privacy in violation of the constitutional right to privacy. This amendment is

consistent with Advisory Opinion No. 94-07.

Section 13 adds a new subsection to AS 24.60.060 to require a legislator or legislative
employee who is the subject of a complaint before the Ethics Committee to comply with

protective orders issued by the committee.

Section 14 amends AS 24.60.070(b) to set deadlines for disclosures of close economic
associations. The disclosures must be made by the date set under AS 24.60.105, which is

added to the ethics law by sec. 25 of the bill.

Section 15 adds a new subsection to AS 24.60.070 to require a legislator or legislative
employee who is married to a lobbyist or who is maintaining a spousal-like relationship with
a lobbyist to make disclosures concerning the lobbyist's employers and income from

lobbying.

Section 16 amends AS 24.60.080(a) to increase the gift exemption from $100 per year to
$250 per year. The subsection also clarifies that other subsections of AS 24.60.080 make

exceptions to the general prohibition against gifts.

Section 17 amends AS 24.60.080(c) which sets out the existing exemptions to the
prohibition against accepting gifts. Paragraph (c)(1)(A) forbids legislators and legislative
employees from accepting a gift of hospitality at a person’s vacation home located outside
the state, although generally the statute continues to permit them to accept a gift of
hospitality at a residence. Paragraph (c)(2)(B) permits legislators mid legislative employees
to accept discounts that are not generally available to the public or a large class of persons
when on official state business but only if receipt of the discount benefits the state.
Paragraph (7) permits legislators and the personal staffof legislators and committee staff to
accept discounts mid other gifts offered to welcome them to the capital city or in recognition
of the beginning of the legislative session. Paragraph (7) does not apply to legislative
employees who are employed by the Legislative Affairs Agency, the chiefclerk or senate
secretary, or the legislative budget and audit committee or the ombudsman.
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Section IS amends AS 24.60.080(d) to change the reporting deadline for gifts that are not
related to a person's legislative status from April 15 to February 15. Requires disclosure of
gifts of travel and hospitality received while gathering information of legislative concern
only if the gift is valued at $250 or more. The current threshold is $100. Requires that
disclosure of gifts not connected to a person's legislative status include only a description of
the gift and the identity of the donor. Currently, the recipient is also required to disclose the
value of gifts worth more than $250. The last sentence of the section requires tH committee
to forward copies of the disclosures concerning travel to gather legislative information to the

Alaska Public Offices Committee.

Section 19 amends AS 24.60.080(e) in response to changes made to the campaign finance
laws last year. There are now low budget campaigns that do not have to report political
contributions. A political contribution that is exempt from that reporting requirement does

not have to be treated as a gift under the ethics code.

Section 20 increases the gift threshold in AS 24.60.080(f) to $250 for gifts from foreign
governments and adds that legislators and legislative employees may accept gifts from the

federal or other state governments on behalfof the legislature.

Section 21 amends the definition of "immediate family™ or "family member"™ for
AS 24.60.080 to add that the relatives of the legislator's or legislative employee's spousal
equivalent who fall within the categories listed in paragraph (5) are treated as relatives of the

legislator or legislative employee for purposes of accepting gifts.

Section 22 adds new subsections to AS 24.60.080. Proposed subsection (h) permits
legislators and legislative employees to solicit, accept, and receive gifts on behalf of
recognized, nonpolitical charitable organizations in accordance with guidelines adopted by

the committee.

Proposed subsection (i) addresses the receipt of inheritances from persons other than family
members and requires dLclosure by the deadlines set out in AS 24.60.105, which is added
to the ethics law by see. 25 of the bill. The name of the person from whom the inheritance
was received is to be disclosed but the value of the inheritance does not have to be reported.

Under proposed subsection (j), legislators, legislative committees other than the Ethics
Committee, and legislative agencies may accept gifts of volunteer services so long as the
person donating the services is not receiving compensation from another source for the
services. However, the last sentence of subsection (j) makes clear that legislators and
legislative employees may not accept a gift of services for nonlcgislative purposes (unless
the gift can be accepted under a different exception of the code). A legislative volunteer is
required to comply with a substantial portion of the Legislative Ethics Code. However, the
person does not have to comply with the sections on contracts and leases (AS 24.60.040),
state program or loan participation (AS 24.60.050), close economic associations
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(AS 24.60.070), nepotism (AS 24.60.090), or representation before state agencies
(AS 24.60.100).

Proposed subsection (k) requires a legislator or legislative employee who knows or
reasonable ought to know that a family member has received a gift because of the family
member's connection to the legislator or employee to report the gift if it would have to be
reported if it were given directly to the legislator or employee. For example, ifa corporation
gives a legislator's spouse airplane tickets and accommodations so that the spouse can attend
acomerence that the legislator is attending and if the gift is given because the recipient is
married to the legislator (and not because the spouse is an expert on the topic of the

conference), the legislator should disclose the gift.

Proposed subsection (1) clarifies that in determining the value of a gift, the fair market value

should be used.

Section 23 amends AS 24.60.085(a) to clarify that legislators and legislative employees may
not receive significantly larger than usual payment for services but may charge less than the

going rate for services if they wish.

Section 24 amends AS 24.60.100 to require that disclosures concerning representations
before state agencies be made under the deadlines set out in AS 24.60.105.

Section 25 enacts AS 24.60.105 to set deadlines for disclosures.

Section 26 amends AS 24.60.130(f) to clarify that members of the Ethics Committee serve

without compensation but are entitled to reimbursement for travel expenses and per diem.

Section 27 amends AS 24.60.130(h) to prohibit a legislator who supervises an employee
who is the subject of an ethics complaint from taking part in the complaint proceedings
concerning thatemployee. Because of the changes proposed by AS 24.60.130(0) in sec. 28
of the bill, the amendment to AS 24.60.130(h) also deletes requirements for appointment of

alternate committee members.

Section 28 amends AS 24.60.130 by adding a new subsection to direct the presiding officers
to appoint legislative alternates to the Ethics Committee who will serve when the chair of the
committee or a subcommittee designates them to serve on the committee or subcommittee
because a regular member has been disqualified from participating in a complaint. The
designation of the alternate to serve during a complaint proceeding is confidential to the
same extent that the identity of the subject of a complaint is confidential.

Section 29 amends AS 24.60.134(a) to clarify that the prohibition against participation in
political management or in a political campaign that applies to public members of the
committee, committee employees, and persons under contract to the committee extends to
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campaigns for federal, state, and local offices regardless of whether the campaign is partisan

or nonpartisan, applies to campaigns concerning ballot measures, and to political party fund-

raising events.

Section 30 amends AS 24.60.134 by adding a new subsection (c). Under proposed
subsection (c), persons under contract to the ethics committee may request the committee to
exempt some of the members of the partnership or corporation from having to comply with
some or all of the prohibitions against political activity. The committee may grant the
request if doing so will not lead to the appearance that the committee is subject to undue

political influence and if there is no appearance of impropriety.

Section 31 amends AS 24.60.150(b) to permit the committee to adopt guidelines and
provides that a person complying with the guidelines may not be penalized for having

violated a provision of the statutes.

Section 32 amends AS 24.60.160 to give the committee 60 days to respond to a request for
an advisory opinion. The changes also permit the committee to issue opinions on the request
of about-to-be legislative employees. Under new language in subsection (b), the committee

deliberations concerning an advisory opinion are designated as executive sessions, not open

to the requester.

Section 33 amends AS 24.60.170(a) to prohibit the committee from considering a complaint
against all members of the legislature or all members of one house of the legislature. The
amendments also permits the committee to reinstitute proceedings that were filed against a
legislative employee and then closed when the employee stopped working for the legislature
or against a former legislator if the employee or former legislator resumes legislative service

within five years after the alleged violation.

Section 34 amends AS 24.60.170(b) to describe the required contents of a complaint and to
require the committee to advise complainants that they may be asked to testify.

Section 35 amends AS 24.60.170(c) to permit the committee to assign complaints to a staff
member for preliminary investigation. The staff member may recommend to the committee
whether the complaint warrants further investigation and proceedings, based on the
intimation and evidence contained in the complaint as supplemented by the complainant
and the subject of the complaint. The section also permits the committee to dismiss frivolous
complaints and complaints for which there is insufficient credible information to warrant
further investigation. The committee is also permitted to request additional information from
the complainant and the subject of the complaint. Proceedings under the subsection are
confidential as are documents and dismissals. The subject of the complaint may waive

confidentiality as provided in AS 24.60.170(1).
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Section 36 amends AS 24.60.170(f) to provide that committee deliberations and votes on a
dismissal order and decision are not open to the public or to the subject of the complaint.

Section 37 amends AS 24.60.170(g) to address how the committee and the legislature should
handle a situation in which the subject of the complaint initially agrees to comply with
corrective action but later fails to do so.

Sect on 38 makes changes to AS 24.60.170(h) to conform it to the changes made to
AS 24.60.170(g).

Section 39 amends AS 24.60.170(i) to permit the committee to adopt procedures concerning
discovery.

Section 40 amends AS 24.60.170(1) to clarify that the confidential proceedings of the ethics
committee are also closed to other legislators and to prohibit the subject of the complaint
from waiving the committee's confidentiality duty to others and right to deliberate
confidentially.

Section 41 amends AS 24.60.174(a) to require the committee to include a timetable with its
recommended sanctions and to permit the committee to recommend fines.

Section 42 adds a new subsection to AS 24.60.174 to require the House or the Senate to tell
the ethics committee when it imposes a sanction other than expulsion on the subject of a
complaint and to set a timetable for compliance. The committee can recommend additional
action by the House or Senate if the timetable is not complied with.

Section 43 amends AS 24.60.176 to require that supervisors of legislative employees
enforce the sanctions they have imposed and report to the committee concerning the

employee's compliance.
Section 44 defines "appointing authority™ for AS 24.60.176.

Section 45 adds AS 24.60.178 to set out a list of possible sanctions including "any other
appropriate measure.” The new section also permits the committee to recommend that the
subject of a complaint be required to pay all or a portion of the costs related to an
investigation and adjudication.

Section 46 amends AS 24.60.200 to require public members of the ethics committee and
legislative employees who are compensated at Range 19 or above to file the same financial
disclosure that legislators and legislative directors are now required to file. In paragraph (1),
the requirement to report gifts to APOC is removed.
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Section 47 conforms AS 24.60.210 to include those legislative employees who will be
required to file disclosure statements and changes the due date on the report from April 15

to February 15.

Sections 48 and 49 amend AS 24.60.240 and 24.60.250 to reflect the legislative employees
who will be required to file disclosure statements.

Sections 50.and 51 amend AS 24.60.260 to permit the ethics committee to impose a fine on
persons who file late ethics disclosures.

Section 52 amends the definition of “immediate family" in AS 24.60.990(a)(5).

Section 53 adds definitions of "legislative employee who is required to disclose™ and "person
subject to disclosure requirements" and "spousal equivalent" to the definitions in the

legislative ethics code.

Section 54 provides that the bill takes effect (if enacted) January 1, 1998,

TC:jdr
97-141 .jdr
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MEMORANDUM April 29. 1996

SUBJECT: Technical changes to the Ethics Bill (CSSB 14I(RLS) "Z" version
dated 4/27/96)

TO: Senator Drue Pearce
Attn: Laura Williams

FROM: Teresa B. Cramer
Legislative Counsel

Since | have proposed a number of technical changes to the ethics bill. 1thought it would be
helpful if I listed them. Ifthere are any that you don't want me to make the next time the bill

is prepared, please let me know.

1. AS 24.60.030(g), page 7, lines 24,25, and 27. These references to the ethics committee
will be changed from "committee"” to "ethics committee" to distinguish the reference from
the reference to "legislative committee” in lines 19 and 21.

2. AS 24.60.030(&), page 9, lines 19-20. The list will be changed to read: "generally
available to the public at large 0f fo [.] members of a profession, occupation, or group.

3. Definitions of "spousal equivalent" in AS 24.60.080(g), page 13, line 11; /j/
AS 24.60.990(318(5), page 29, line 14: AS 39.52.130(m), page 40, line 31; AS 39.52.155(c),
page 42, line 30; and AS 39.52.960(11), page 48, ling 13.” The definition as presented in

the bill has one too many repetitions of "with the person." | will change the definition to
read:

another person cohabiting with the person in a conjugal relationship that is
not a legal marriage.

4, AS 24.60.134(0), page 18 line 27. This new subsection prohibits the employees and
contractors of the ethics committee from participating in or attending a political oarty fund-
raising event. The new proposed (d), on page 19. allows the ethics committee to make an
exception for partners of the person actually doing the work if there won't be any undue
political influence or appearance of impropriety. The exception in (d) was intended lo apply
lo the prohibition in (c). as 1understand it. Therefore. | will change the beginning of (c). line
27. to read:
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(c) Inaddition to the prohibitions under (a) of this section and except
as provided in (d) of this section,"”

b, AS 24.60.176, page 25, ling 2.1am going to change "that" to "which", X

0. AS 39.50.020(&), page 30, ling L 1n replacing the list of types of public officials in the
first sentence of this subsection with the defined phrase "public official,” | neglected to note
that the governor and the lieutenant governor are not now included in the list in that sentence
nor are elected municipal officers. (The governor and lieutenant governor file their
statements as candidates for state elective offices, which is addressed in the second sentence
of the subsection, beginning on line 10. Elected municipal officers file as provided in the
third sentence, beginning on line 13.) Therefore, the beginning of the subsection on line 1
will be changed to read:

A public official as defined in AS 39.50.200. other than the governor, the
lieutenant governor, or an elected municipal officer.

7. AS 39.50.200(a)(8), page 33, line 31, through page 34, line 2. At your request, I have
clarified the reference to commissioners, deputy commissioners, and division directors. The
new language, if enacted, will read:

a person hired or appointed as the head or deputy head of a department in the
executive branch or as the director of a division in a department in the
executive branch

8. Sec. 39.52.134, page 41, line 19. whnen | changed this new provision from "public
officer" to "state official" I neglected to note that there are no classified employees who are
state officials. Therefore, | propose to delete the phrase "in the exempt, partially exempt, or
classified service,".

9. AS 39.52.960(23), page 48, line 25. In the definition of "state official” 1copied the
language in AS 39.50.200(a) for the definition of "public official” (and then added the Range
21's). When "state commission or board" is referred to in AS 39.50.200(a). the definition of
that term that is set out in AS 39.50.200(b) automatically applies. That definition does not
automatically apply in this section (which is in chapter AS 39.52), so I intend to add the
reference, to read (in line 25) "member of a state commission or board as defined in

AS 39.50.200(h)".

I1). Sec. 94, effective date. The reference to "sec. 92" of this Act should read "sec. 93".
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Select Committee on
Legislative Ethics

716 W. 4th, Suite 230 Mailing Address;
Anchorage AK P.0.Box 101468
(907) 258-8172 Anchorage, AK
FAX: 258-2106 99510 - 1468

SB 109
AN ACT RELATING TO LEGISLATIVE ETHICS

SB 105 is the result of four years of work by the Ethics Committee to
clarify and improve the ethics code. The legislators and public members
who serve on the committee adopted the draft wversion of SB 105
February 11, 1997. Most of the language in this bill was included in the
bill introduced during the 19th Legislature, which passed the Senate and
was heard in House Finance in the final days of the regular session.

General Housekeeping Sections: The majority of this bill reflects
minor changes to the ethics code, based on the committee’s working
experience with the code. The following sections of this bill, which were
in the previous bill before the 19th legislature are considered
housekeeping measures. They have not been changed (or changes were
considered non-substantive) by either the Ethics Committee or the
legislative committees which reviewed the previous year’s bill:

Sec. 1 Subpoena Powers Sec. 29: Restrictions on Public Members
Sec. 5. Board Membership disclosure  Sec. 30: Restrictions on Contractors
/deadline with  Committee

Sec. 6: Conflicts of Interest Sec. 31: Guidelines

Sec. 8 Fundraising During Session Sec. 32: Advisory Opinions

Sec. 90 Employment Discrimination Sec. 33: Complaints: Comm. Jurisdiction.

Sec. 12: Refrain from Publication Sec. 35: Complaints: Preliminary Exam,
Dismiss Frivolous Complaints

Sec. 13: Protective Order Sec. 36: Lack of Probable Cause

Sec. 14: Deadline for Close Economic Sec. 50: Fines for late disclosures
Associations

Sec. 16: Gifts Sec. 51: Fines_
Sec. 20: Gifts from Governments Sec. 54: Effective Date
Sec. 22: Gifts

Sec. 23: Earned Income/ Honoraria
Sec. 24: Representation

Sec. 25. Deadlines for filing Disclosures
Sec. 26: Committee Per Diem & Travel
Sec. 27: Member Disqualification

Sec. 28: Committee Alternates



Sections which have substantive changes to the ethics code or
which _have Dbeen  added . or changed Since introduction of the
committee’s previous  bill:

Sec. 2. Campaign Records

At the recommendation of 19th Legislature Senate State Affairs
Committee (SSTA/19) this new sub-paragraph is an allowed exception
to use of state resources. It permits storing and maintaining
campaign records in an office so long as they are not in public view.

Sec. 3: Mass Mailing using non-office allowance state funds.

The code currently prohibits the use of state funds to distribute a
political mass mailing from or about a legislator who is candidate for
a state office during certain election periods. The ethics committee
recommends adding several categories of people to that list, including
any person who is a candidate for the legislature.

Sec. 4: Campaign Literature
The committee recommendsallowing legislators to post materials
related to past elections in his/her office.

Sec. 7: Government Time

The committee responded to concerns expressed by legislators by
including language to allow incidental campaign activities which are
part of normal legislative duties, such as answering the phone and
handling incoming mail.

Secs. 10 & 11: Contracts and Leases
This section eliminates the prohibition on participation in certain
state contracts and leases and sets anew requirement for full

disclosure of participation.

Sec. 15 Spousal/Spousal Equivalent Lobbyist

The issue as to whether spouses and spousal equivalents of legislators
and legislative employees should be banned from lobbying has been
widely debated. The committee has not taken a position on that issue
but instead has increased disclosure requirements for those in the
legislative branch who have lobbying spouses/equivalents.

Sec. 16: Gift Limit
Increases the annual gift limit from SI00 to $250.

Sec. 17 Gift Exemptions
In response to legislative concern, the committee recommends that a
stay in a vacation home in Alaska and discounts offered, in the



capitol city during session, to legislators and their personal staff be
included on the list of allowable gifts.

Sec. 18: Gift Reporting

The committee originally proposed that all gifts be publicly disclosed.
The SSTA/I9 Committee amended that language to keep confidential
those gifts unrelated tolegislative status. The committee adopted the

confidential language.

Sec. 19: Low Budget Campaigns

The Campaign Finance Reform Act made changes that exempt
candidates who have a S2500 campaign limit from having to report
contributions to APOC. The ethics code states that contributions
reported to APOC are not gifts. This change clarifies that contributions
to low-budget campaigns are not subject to the gift restrictions in the

ethics code.

Sec. 21: Family
This section expands the definiiion of “family” to families of spousal
equivalents, in relation to accepting gifts.

Sec. 34: Complainant

In response to concerns brought forward inthe 20th LegislatureHouse
Rules Committee, the ethics committee included language that
clarifies that the complainant must sign a statement that he/she has
reason to believe there hasbeen aviolation and further clarifies that
he/she may have tc testify before ti e committee.

Secs. 37 & 38: Corrective Actions
This language was added in the SSTA/19 Committee, to clarify
procedures when a person does not comply with corrective actions.

Sec. 39: Discovery

The proposed language clarifies discovery procedures. The committee
did not include an amendment adopted by the SSTA/19 Committee
to tie discovery to restrictions on the complainant because the
complainant is not wusually under the committee’s jurisdiction.
Furthermore, the complainant is not a party to dis:overy.

Sec. 40: Attendance at Executive Session and Waiver of Confidentiality
This language allows the committee to permit the subject of the
complaint to attend executive sessions, with the exception of
deliberations on complaints. It also adds a protective clause that does
not allow one person to waive confidentiality for another.



Secs. 41 & 42: Timetable for Sanctions
This language was adopted by SSTA/19 to clarify procedures
concerning sanctions on legislators.

Sec. 43 & 44: Employee Violator/Annointine Authority.

The committee adopted the version recommended by the SSTA/19
committee which set the legislator as theappointing authority for
personal staff instead of naming the Rules Committees as the

authorities.

Sec. 45: Sanctions

The committee adopted the SSTA/19 committee  version of this
section, which expanded the list of possible sanctions to include
removal of a legislator from a leadership position or committee
membership position, and a determination that the legislatorwould
not be appointed to a leadership or committee membership position
for the remainder of that legislature.

Secs. 46. 47. 48 49.53: Range 19 and  Abovelegislative
Emplovees/Public Members of the Ethics Committee/Filing Financial
Disclosure

The SRLS/19 Committee version included Range 19 and above
legislative employees in the annual financial filing requirements,
deadlines and penalties. At its February 1997 meeting the ethics
committee included the public members of the ethics committee in
the filing requirement, aswell as adding spousal equivalents to the
list of those whose income must be reported.

Sec. 52: Immediate Family
The committee added the family of the spousal ,uivalent to the
definition of immediate family.



March 7. 1997

Alaska State Legislature ,
Select Committee on Le(_}lslatlve Ethics
~STATEMEN
in support of
SB 105

This bill represents extensive work by our Legislation Subcommittee,
chaired by Senator Pearce. The subcommittee based its recommendations
on actual committee experiences, such as the need to clarify the
restrictions on fundraising during session. The full committee reviewed
the recommendations in detail and voted unanimously to forward the
draft to the legislature for your consideration.

Most of the proposed changes are of a housekeeping nature. Examples
include: specifying deadlines for certain disclosures, setting procedures
for designating committee alternates and adding “notices of candidate
fundraising events* to those items that can not be posted in state

facilities.

The more substantive changes include increasing the gift threshold from
$100 annually to S250, permitting the ethics committee to impose fines
at 52 per day to a maximum of $25 for late disclosures, listing the
possible sanctions the committee could recommend for violations of the
ethics code and changing the contract and lease section by eliminating
the prohibition on legislators and legislative employees participating in
certain state contracts and leases as long as the participation is fully
disclosed.

The committee recognizes that the issue of a legislator’s or legislative
employee’s spouse or spousal equivalent acting as a lobbyist is a volatile
one. The committee did not take a position as to whether or not this
should be allowed. However, if allowed, the committee has recommended
expanding disclosure requirements for those in the legislative branch
who have lobbying spouses or equivalents.

We welcome the opportunity to testify on this legislation and to answer
any questions you may have. The committee encourages you to discuss
these and ocher proposed amendments with members who have served
on the Ethics Committee in the past four years. Those members are:
Senator Pearce, Senator Duncan, Representative Bundc, Representative
Elton, Representative Porter, Senator Mackie, Margie Mac Neillc, Shirley
McCoy. Joe Donahue, Edith Vorderstrasse. Ed Granger, Cynthia I|'oohey
and Jalmar Kerttula.
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The Honorable Mike Miller
Senate President

Alaska State Legislature
State Capitol "

Last year | signed into law a bill commonly referred to as welfare reform, but | called it a
bill to put Alaskans to work. Today | am sending to the Legislature part two of that effort
to take people off the welfare rolls and put them on the payrolls. With this bill 1 am
launching my Alaska Business Investment Incentive Plan which will include several
measures to be presented over the next two weeks.

This bill establishes the Alaska welfare to work program which offers a tax credit to
corporations that hire people who receive public assistance. The tax credit will provide
an Incentive to coiporations to hire public aid recipients which will assist in the state's
effort to move people off of welfare.

This new program would offer an employer a tax credit of 15 percent of an employee's
eligible wages, ca{)ped at $1,000 per employee. Additional credit of up to $500 may be
earned if the em{J oyer provides training that qualifies as a “work activity" under last
year's reform bill. To compare that with our current costs under welfare, the average
Publlc assistance g)agment i5 $778 per month, or $4,668 over six months--far exceeding
he $1,000 to $1,500 tax credit proposed in this legislation.

In order for an employer to eam the credit, the employee must remain in thejob for 180
days or 400 hours.  The employment does not, however, have to be uninterrupted or
within ayear of initial hire, ‘This ensures that employers who experience a need for a
temporaly layoff, or work in seasonal industries, are eligible for the tax credit.
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The Alaska Welfare to Work program mirrors the federal work opportunity tax credit
Erogram and should operate seamlessly with that national effort so the Department of

abor can easily administer both programs and avoid confusion foremﬁl_oyers. Unlike -
the federal program, though, the Alaska credit would onIY“appIy to the hiring of people in
Alaska. Because that's the whole point of this program-liiring Alaskans—this bill aiso
eliminates a current provision in state law that allows out-of-state corporations to take a
credit on their Alaska income tax for hlrln% someone on public assistance in Los _An?eles,
or Detroit, or anywhere in the other 49 states. That federal credit is actually relatively
small compared to the credit in this proposal. Corﬁoratlons hiring Alaskans stand to gain
much more under the Welfare to Work plan than they would lose in applying the federal
credit to Alaska corporate income tax.

Jobs are the answer to reducing our welfare rolls. To the extent this new program can
encou age the private sector to help people work their way off public assistance, we are
all belier served. Let's continue the work we began last year by passing this bill and
getting Alaskans to work.

Sincerely,



WELFARE TO WORK TAX CREDITS

This bill establishes an Alaska welfare to work corporate income tax credit of 15
percent of qualifying first year wages paid to tar?e ed welfare recipients and other
social services recipients. The credit ceiling is $1000, with an additional $500
allowed if the employer provides on the job"training. The standards for the Alaska
credit mirror those for the federal work opportunity tax credit, except for the
credit amount, the additional training credit Provmon, and the requirement that
the qualifying circumstances must occur in Alaska.

Certifications for the Alaska welfare to work credit can be processed in tandem
with the certifications for the federal work opportunity tax credit. Staff costs are
federall;r funded, so the Alaska certifications under this bill will have_negligible
personal services |mBapt. The federal procedures do not include a ,tralnlng,
certification, but ESD intends to make the additional Alaska training credit
automatic if the appropriate social service age_ncY certifies_that the employer has
provided training which meets the standards in the bill. The training certification
should therefore not add any significant work load.

NOTE: The federal work opportunity credit will exBire on September 30, 1997. If
the federal program is not re-authorized, there will be a personal services impact
from FY98 forward of approximately one full time equivalent position, to replace

lost federal funds.
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PRAEOILL ANALYSIS

Section 1directs the Department of Labor to prescribe standards for the director of the
Division of Employment Security to administer and implement certifications for the work
opportunity tax credit requirements under AS 43.20.044. These requirements are further

discussed in section 3.

Section 2 disallows taxpayers from applying the apportioned portion of their federal work
opportunity tax credit against their corporate tax liability. Currently, qualifying taxpayers
can apply a portion of the federal work opportunity mdit against their Alaska corporation
tax liability, whether or not the activity giving rise to e federal credit occurred in

Alaska. See p. 5.

Section 3 details the eligibility and allowable credit amounts. A taxpayers may apply
15% of the wages of employees who qualify (up to a maximum of $1000 per employee)
as a credit against their corporate tax liability. An additional $500 is available if the
employer meets training requirements determined by the director of employment security.
To qualify for the Alaska work opportunity tax credit, the employee must meet the
requirements of the federal work opportunity credit (26 U.S.C. 51) and some or all of
these requirements must have been realized in Alaska or the employee or immediate
family must be receiving or eligible for benefits under AS 47. The taxpayer may not
claim a credit on a particular employee more than once and must employ the employee
for a total of 180 days or 400 hours (these hours or days do not have to be taken
consecutively) after December 31, 1996. The Alaska work opportunity credit continues
to remain in effect even if the federal work opportunity credit is no longer in effect.

Section 4 repeals AS 23.20.030 (section 1of this bill) and AS 32.20.044 (section 3 of this
bill) at the future effective date in section 7.

Section 5 makes section 1-3 of this Act retroactive to January 1, 1997.
Section 6 establishes an immediate effective date for sections 1-3 and 5 of this Act.

Section 7 establishes a sunset provision of January 1, 2002 for sections 1and 3 of this
Act.

/~$-5
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Operating Expenditures
The Department of Revenue is riot requesting any additional funds for meeting its

obligations under this Act.

Revenue Collected
The attached spreadsheet details revenue reductions from credits taken under this bill.

345
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AssumptlonS: Employers will hire 880 qualifying employees who all receive the $1,000 maximum credit for hiring and the $500 credit for
training (i.e. total credit is $1,500). Congress extends the federal work opportunity credit in its current form. Assumes percentage
change in number of employees hired off of welfare is proportional to percentage change in incentive.

PY0O . Yl FY 02 FY 03
Alaska Welfare to Work Credits ($1,320,000)  ($1,320,000)  ($1,320,000)  ($1,320,000)  ($1,320,000) $0
Savings from Fed. Work Opport. Credits $262,533 $262.533 $262,533 $262.533 $262,533 $262.533
Total Alaska Welfare to Work Credits ($1,057467)  ($1,057467) ($1,057467) ($1,057467)  ($1,057467) $262533
* Sunsets alter 3 years with a 2 year carry forward.
twolwur2 xis *4/97 0 56 AM

drall p.opaied by Bruit Fried



DEPARTMENT OF REVENUE
Work Opportunity Credit lllustration
March 4,1997

Fiscal Note Analysis

Page 5 of 5.

The Federal Tax Code currently offers a “Work Opportunity Tax Credit,” which is a successor to the old
Targeted Jobs Tax Credit.

Alaska currently permits a corporate income taxpayer to claim, as a credit on its Alaska tax return, a
portion (18%) of the federal income tax credit.1 Multistate taxpayers must, of course, apportion their net

income amongst the states in which they do business.

The following table shows the Alaska tax effects to a multistate business with (for example) one quarter of
its activities in Alaska, and an all-Alaska business when that business hires one qualified person in Alaska.
It should be noted that the credit taken by a multistate corporation is the same even if the qualified
employee is in Detroit or Texas instead of Alaska. It then shows the effect under the proposed legislation.

Multistate Alaska
Corporations Corporations

Overview of Current Federal Credit
 Credit claimed on federal return for hiring one

worker (regardless of in or out of state hire) $2,100 $2,100
» Apportionment Factor (% of business in Alaska) .25 10
* Portion of credit allowed under

Alaska Tax Sta ute 18 18

Credit taken from Alaska Tax Liability $95 $378
Proposed Alaska Work Opportunity Credit
 Eligible credit from hiring one qualified

worker in Alaska (including training) $1.500 $1.500

'Alaska is the only state that does this. No other state incorporates federal credits as a
part of state taxes.

WORKCR.WPD
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BILLNO: SB118
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Title: Alaska Permanent Fund Corp. Investments BRU:

Sponsor: Son ato Rules Committee

Alaska Permanent Fund Corporation

Component: Aloska Permanent Fund Corporation

Requestor: Legislative Budget & Audit Committee COMPONENT SERIAL NO.

(Thousands of Dollars)

Expendituros/Rovenues:
OPERATING EXPENDITURES FY 98 FY 99 P/00
PERSONAL SERVICES

TRAVEL

CONTRACTUAL 4,265.0 4.986.0
SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 4,265.0 4,986.0

FYyol

CAPITAL EXPENDITURES

CHANGE IN REVENUES <)

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other-Corporate Receipts 4.265.0
TOTAL 4,265.0

nolo of any current year (FY97) cost 586.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page it necessary)

109

6,118.0 7.278.0

6,118.0 7,278.0

4.986.0 6.118.0 7.278.0
4,986.0 6,118.0 7.278.0

FY 02 FY 03

8.508.0 9.863.0

8,508.0 9,863.0

8.508.0 9.863.0
8.508.0 9.863.0

SB118 as proposed amends AS 37.13.120® which established the Aloska Permanent Fund Corporation's legal Investment classes
and their respective level of authorization. SB118increases the percentage level of domestic and nondomestic corporate stocks

to 60% of the total investments of the fund.

The projected costs above are calculated based on a 60% exposure to domestic and nondomestic stocks with 35% Invested in

passive manager accounts and the remaining Inactive portfolios.
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Approved by Commissioner: Wilson L Condon Date:
Agency: Revenue
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Arguments in favor of 113.

Equities outperform

Comparison with other large institutional funds

Im plications of increased equity authority

Comments on current market environment

Volatility in fiscal 1997

Fropoeed 1997 Permanent Fund asset allocation

Fiscal N ote



Equities significantly outperform other asset classes

over the long term

The Fund would produce more net income for use by

both current and future generations.

The Fund’s principal would be better protected

against inflation.

The Fund’s asset allocation would become more

comparable to that of other large institutional funds.

The increased volatility would be largely mitgated by
the existing provision for 5-year averaging of income

available for distribution.



Consider the growth of

asset classes from

. Inflation

¢ Treasury bills
¢ Treasury bonds
'S Large comyar\)j

¢ Small cowN~2m\j

$1.00

stocks

stocks

invested

in various U.S.

Dec.31,1925 to Dec. 31,1

13
3 4
1,114

3,522



Percent

Total Fund

13 Years Ending December 31,1996

Fixed Income

16,26

10.55

U.S. Stocks Non-U.S. Stocks
* Last 5 Years

Real Estate



According to Pensions and Investments

are the average allocations to

200 largest U.S. defined benefit

September 30,1996 :

¢ Corporate

¢ Public

AlaskaPEPS

¢ Alaska Permanent Fund

equities

pension

Age, these
of the

funds

6 3%

54 %

54 %

49 %
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Growth of the Permanent Fund

Equities at 50% vs 60%

Percent

97 93 99 0 1 2 3 4 5 66 7 3 9 10 11 12 13 14

Assumptions: Fund with 5070 equities earns 3 A 1, Fund with 30 bequities earns 301
Growth is net of a 4% annual income distribution

15

16

17
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IMPLICATIONS OF INCREASED EQUITY AUTHORITY

Each year, Callan prepares an asset allocation analysis for the Alaska Permanent Fund
Corporation. The purpose of the analysis is to provide the Board with an objective comparison

for a range of asset allocation policy options.

While the analysis is conducted annually, the capital market projections employed are long-term
estimates that change only modestly from one year to another. In recent years, the Corporation’s
commitment to equities has been increased substantially. In 1996, the Legislature further
liberalized statutory investment authority. At present, APFC is essentially at the upper limit of

the allowable range.

Callan has been asked to provide information regarding the possible policy consequences of
further equity authority. We have prepared a comparison of APFC’s current policy with three
alternative policies. Each of the alternatives is expected to produce a higher, but more volatile,
return pattern than the current policy. The analysis should help policy makers better understand
the return and risk tradeoffs associated with further, albeit still very reasonable, statutory

liberalization.

The current and alternative policies are outlined below:

* Current Policy - total equity commitment of 48% including a 12%
international exposure. Total bond target of 42% including a 2% international
bond exposure. A 10% real estate target exposure.

» Alternative | - same as the current except total equity is raised to 55%
including a 14% international exposure. Total bond exposure is reduced to
35%.

e Alternative 2 - total equity exposure is 60% including 16% in international
equities. Total bond exposure is reduced to 30%.

» Alternative 3 - total equity exposure is 65% including an 18% international
commitment. Bonds arc 25%.

Callan Associates hie. nose |



The alternatives are depicted graphically below.
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The return and risk estimates used to drive the analysis are Callan's 1996 5-year capital market
projections. These are the same projections used earlier in 1996 in the development of the

current policy.

* Risk is defined as standard deviation of annual retums, This is a statistical measure designed to capture
two-thirds of the possible retums. For example, the bond return projection (+6.87c) combined with the
bond standard deviation estimate of 6,07c would suggest that in two of three annual periods, bond returns
would be within one standard deviationfrom the expected return -- no less than 0.87c nor mote than 12.87c.
The greater the standard deviation, the greater the range ofpotential retums.

Callan Associates Inc. 10129190 Rage 2



Since stocks, bonds and real estate do not always move together, the risk (standard deviation) for
a mixed asset portfolio will be less than the weighted average risk of the components. In order to
estimate this "diversification" benefit, one needs to estimate the statistical inter-relationship of
each asset category with one another. Callan’s estimates (correlation coefficients) are presented
in the Appendix. As with our return and risk estimates, the correlation estimates are based

primarily on historic experience.

Using these capital market projections and the alternative policies described earlier, we
developed a range of projected returns for a number of different time periods. The results are
presented graphically below.

Range of Projected Rates of Retum

(Projection period, one year)

Currcni | 2

Asset Mis Alternatives

This graph illustrates that APFC’s current policy has a median expected return of 84% Based
on the inputs, there isa 5 in 100 chance that the return may be greater than 23.4% in a one year
period and a similar probability that the total return could be worse than negative 49% As one
mix is compared with another, it is useful to focus on the change in expected return (at the
median, or 50th percentile) and the change in the "downside risk" —the expected retumn at the

95th percentile.

Each alternative, owming to progressively greater equity exposure, produces a higher median
expected return but also widens the range of possible returns.  For example, Alternative /3, with
a total 65% equity commitment, is expected to produce a 0.5% greater median return (8.9% \s.
8.4%) but also has a downside risk that is lower by 1.6% (the 95th percentile retumn of negative
6.5% compared to the negative 4.9% associated with the current policy).

Callan Associates Inc. 101291% Rage 2



Over time, the range of possible returns for all mixes narrons. This is intuitively reasonable.

The adds of having two or three very good or very bad years in a row are less than those of
having a single good or bad year. This can be readily seen by examining the range of compound

annual returns for 3 and 5 year periods.

Range of Projected Rates of Return

(Projection peritxl: }years)

Annual
Rate.tof
Return
Mis
Asset Mis Alternatives
Range of Projected Rales of Return
(Projection perisxl: 5 years)
Annual
Rales of
Return
(%)
J 1 1t
® o' C ;—r—A - L
. I
] \ Asset Mis Alternatives
|j A

Cniltin Associates Inc. 1012919 Pane



The longer the period considered, the less significant the short-term volatility. For exanple, if
one focuses on a 10 year period, there is very little difference in the downside risk (95th
percentile) outcomes for the more aggressive policies when compared with the current policy.
Simultaneously, there is a distinct advantage (looking at the median) of the greater equity
commitment.

Range of Projected Rales of Return

(Projection period: 10 years)

Annual
Rates of
Return

™

Asset Mis Alternatives

This pattern results from the greater average return expected from stocks relative to bonds. It
demonstrates statistically the importance of time horizon in investment policy formulation.
Clearly, over the very long-term, equities should produce higher returns than bonds. Buit..the,
return pattern will be more volatile™ So, for the long-term investor, the real question is how much |
"discomfort carThe/slie accept both financially and emotionally over the short run.  Inevitably, i
poor short run results produce tremendous pressure to alter the long-term policy. This results in |
the worst of two worlds (realization of the short-term risk of an aggressive policy and the lower |

" long-term return of a niore_c.onservative policy).Finding .the. right balancc isjin ongoing \

\ challenge. | In the fund’s early years, any volatility wes difficult to accept. Conwversely, over the
recent past, extraordinary stock market returns may meke it easy to ignore the inherently more
volatile pattern of stock returns. The 20 flood level may only occur once in 20 years, but
you don’t want to build your house in{3g91kge ' (1

Financially, as a perpetual fund with limited distribution requirements, the fund can afford to
pursue high return policies. The limiting factors are the various stakeholders’ reactions to the
inevitable shorter-term periods of weak performance. You must have the staying power to reap
the long-term benefits. Currently, distributions are a function.o.f_ovcrage five.ycnr.results. One
could argue that this is the most appropriate time frame on which you should focus. It is long

Callan Associates Inc. 101291)6 I'atC 5
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Annual
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Return

(%)

8.9

8.8

8.1

8.6

8.5
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Asset Mix Risk & Return
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asset mix 1:

Projected average results ($ m illions) for
Starting Starting Ending
Year Date Assets Assets
1 07/01/96 1. 00 1. 08
2 07/01/97 1. 08 1,17
3 07/01/98 117 1.27
4 07/01/799 1.27 1.38
5 07/01/00 1.38 1.49
10 07/01/05 2 .06 2.23
Annual change: 8 .44 8.4
Projected range of assets ($millions) for asset mix 1
Percentile I year 3 years 5 years 10
5th 1.23 1.59 2. 00
10th 1.20 1.51 T 38
25th 1.14 1.39 1. 69
50th 1.08 1.27 1.49
75th 1.03 1.16 1.32
90th .98 1.07 1.19
.95 1.02 1.12

95¢th



illions) for asset mix 3

Projected average results ($m

Starting Starting Ending
Year Date Assets Assets
1 07/01/96 1.00 1.09
2 07/01/97 1. 09 1.18
3 07/01/98 1.18 1.29
4 07/01/99 1.29 1.40
5 07/01/00 1.40 1.52
10 07/01/05 2.13 2.31
Annual change: 8.7%h 8.7%
Projected range of assets (aApijjlions) for asset mix 3:
ercentile 1 year 3 years 5 years 10 years
5th 1.25 1. 65 2.10 3.63
10th 1.22 1. 56 1. 96 3.34
25¢th 1.16 1.4 2 1.74 2 .78
50th 1. 09 1.29 1.52 2.31
75th 1.02 1.16 1. 33 1. 92
90th .97 1.06 1.18 1.60

95th .94 1. 00 1.10 1.47



Alaska Permanent Fund Corporation

P.0. Box 25500 Juneau, AK 09802-5500
(907) 465-2047

MEMORANDUM
DATE: April 3, 1997

T0: Byron |. Mallott
xecutive Director

THROUGH: Terry A. Brown _
ChiefInvestment Officer

FROM: Michael T. Bell _
Assistant Investment Officer

SUBJECT: Comment on Alaska Permanent Capital Management
Move From Equities (20%) to Cash

Byron, you asked me to comment on the notes - the first attachment to
this memorandum - from the special meetln? of the Alaska Permanent
Caﬁltal Management Company’s Investment Committee. | intended to
make my comments brief; however, as | wrote, | felt compelled to expand
my comments and provide additional detail on key points and issues.

| also took the liberty to make comments not only on the points brou_?ht up
in the Investment Committee’s notes, but to add in additional details and
commentary concerning the current state of the U.S. equity market.

Please do not interpret my comments to be a formal recommendation from
the Alaska Permanent Fund Corporation’s (APFC's) Investment
Department, While | do feel strongl?/, any staff recommendations
regarding shifts in the APFC’s asset allocation should and will come to
you via Terry Brown, ChiefInvestment Officer.
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i d Commentary fom

The recent move by Alaska Permanent Capital Management of 20% of its
equity assets into cash is understandable given the tremendous increase
in the valuation of the market over the past two years, recent market
volatility as more investors have begun to doubt companies’ ability to
continue to deliver ever greater earnings, and the_Prospect of higher
interest rates from additional Fed rate hikes as i tries to head off
potential future inflation from what it may see as a more vigorous than

desired economy.

Information from numerous sources of financial information indicate there
are investors taking money off the table as they have hecome more
nervous and wish to preserve current gains, es_PemaIIy as some market
analysts are claiming there is increased probability ofa market correction,
something in the neighborhood of 10%, and that we might be in the midst

of one now.

A move by the APFC e%uiva_lent to the Alaska Permanent Capital
Management move of 20% of its equity assets to cash, would have the
APFC ‘sell about $1.4 billion of domestic equities, putting another 7% of
the APFC portfolio into cash, on top of the cash and cash e(%_uwalents we
currently hold, ap)orommate]y $1.0 billion, or 5% of the entire portfolio.
This would put 12%

The Alaska Permanent Capital Management Investment Committee did
make important observations about indicators that historically have had
great significance, heralding _potentlalli/) dangerous investing
environments, and while a significant move by the APFC to cash now
might seem attractive, | do not feel that it is appropriate for the Fund to
do so at this time.

Among other measures, the Alaska Permanent Capital Management
Investment Committee noted that the market's PE ratio, 21.43, was
higher than 1987, the dividend yield was 1.81%, and the price-to-hook
ratio at 4.56, was also higher than it was in 1987,

of the portfolio in cash.

Although | do not personally helieve as some investors do, that the
investing world has chan%ed such that the old indicators no longer have
relevance, | do feel that there have been some important changes in the
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marketplace that explain the paradox of how this bull market can
continue moving upward even as these indicators are in what used to be

considered dangerous territory.

For example, stocks’ dividend yield is indeed at or near historical lows,
but this is not alarming for corporations are finding that rather than
spinning cash off to investors in the form of dividends as they have in the
Past, they can bring better value to their shareholders by using that cash
0 acquire other comﬁanles, buy back their own stock, or invest in other
projects that bring a |Pher net present value to their shareholders when

compared to a payout ot dividends.

Price/Earnings ratios, another statistical measure historically used to
gauge_the value and health of the equity markets, have moved up beyond
0, raising many eyebrows - the S&P 500's PE was approximately 21.44
when the S&P 500 reached its high point of 816.29 on Feb. 18, 1997. Yet it
has been higher before, for example, it hit 26.12 in 1991 and 22.82 in
1992, but with the current market pullback, the PE for the S&P 500 is
now about 19.7, and the PE based on projected 1997 corporate earnings is
about 18.8, both considered to be much closer to the typical ratio, though
at the higher end of the normal range.

The U.S. economy, too, has changed, having totally remade itself since
1980, going from the one of the world's least productive to one of the
world's most Productlve economies. This hlﬁher level of productivity is
having a Rro ound, positive effect upon the economy and corporate
earnings, thus helping move companies'stock prices to higher levels.

Many stock market watchers attribute much of the stock markets’
peiformance over the past two years to tremendous cash inflows from the
demographic cohort known as the “Baby Boomers.” These individuals have
made their major purchases - houses, cars, appliances, etc. - and are now
in the period in their lives when their disposal income is at its greatest.
Additionally, they are now realizing that retirement is not that far away,
and they feel that Social Security may not be able to support them in the
lifestyle"to which they have become accustomed.

The conventional wisdom is that Boomers, with retirement in mind, have
been directing ever increasing amounts of their income into stock mutual
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funds, intending to keep the investments for the long haul. Additionally, it
is thought, backed by survey information, that these investors are much
more savvy that previously believed, having watched market recoveries
from the 1987 and 1989 corrections, having heard that mvestmg in
equities is a long term investment decision, and understanding that for
greater long term returns one has to accept greater short and medium

term volatility.

Furthermore, it appears that the equitﬁ market has, in fact, experienced
three or four “rolling corrections” over the past two years where investors
have rotated their investments from one sector to another when
valuations were perceived to have became too high and unsustainable.
This has h_apﬁened twice to the technology sector, with a similar
occurrence in the energi/] sector and in small cap stocks. The bright side of
this, though, is that each of these rolling corrections has taken some of the
worrisome froth out of the market, giving it a chance to consolidate before

moving higher.

Even so, this may not be a time to vastly increase one's exposure to
equities; valuations are high now and there are questions now about the
potential for hlgher future inflation and whether future corporate
earnings will indeed continue to increase. Yet if prices decline much
further, the valuations may become low enough that a compelling case
could be made for buying into the market and increasing our tactical

allocation to equities.

We must keep in mind, however, that overvalued markets can stay
overvalued for years and corrections do not always look like steep drop-
offs. Corrections can mmplg be plateaus and trading ranges that securities
reach and stay in for months or even years.

As for stock market volatility, while the stock market has become
increasingly volatile in the past several months, it has only reverted back
to a more normal, albeit higher, level of volatility. Thus, the U.S. equity
market now moves more quickly and significantly up or down, both intra-
day and inter-day, yet while the absolute price movement number may be
large, the relative percentage of movement up or down is much less at
these high levels in the major indices as the table on the next page

lllustrates:
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A 100 Point Move A 10 Paint Move We have witnessed increased

With Dow. % Move In - With S&P % Move.Jn volatility on the upside since
At t index the Index
oo 1o s last summer when we last
saw a sizable downdraft in
the market. Of course, there
400 2.5% were analysts at that time -
8000 2k 0020k July - callln% for investors to
b o SO move out of equities into
8001 cash and other assets, yet
once the market had
10,000 1.0% 1,000 1.0% bOttomed Out’ down

anywhere from 7% for large

. - cap to 16% for small cap, it

resumed its uP]\_/vard momentum,.regalnlng Its loss and then moving

beyond to new |g1hs. Those who exited the market and did not reenter in

a fimely fashion, lost out on the upside the market has enjoyed since. The
chart below shows the movement ofthe S&P 500 for the past year.
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This poipt sotafundam tal rssue rtrsdrffcultt time the market: yoh
have {0, t not once to succee You ave to be right about
Xt QI t buI ou have soberr t about our reentr Int as
st rrcal es or oaetactr asset a ocator nown
sma e |me ave ort |o retu st at%res F elow
those of Investqrs oma Inan asseta 0ca op onalon

Investing time horizon an 0 MOVe assets With 1ess ?requency

That does not mean.that | pr Ip%pose th tvvestrﬁk ou[)head Inthe s nd and
%nore market con |ﬁrons at éevev\e 8 er\ directed, 1 %h
our current sset allocat |on adot hy a Boar rustees Who
state therr on ﬁ}errp INVes r| on, to ma ntarnt at allocatron
discipline even it aceo a verses ort term market condlitions.

However, in recognition of un avorable short tergr arket condrtras Q
Board of T []uste S-man ah asset a ﬁcatron 06S haye ﬁontro
around eac assehtar er Ive Us the option trf tactica a)h r]crease or

find of a particular asset Class relative to an alternative

Crease our wel
enwe ?eel \Ah 9|t ‘sappropriate to do so.

These control bands als? direct staff ho trim osrtrons when an asset clas
INCreases In va ue ster rat an_other r Investments an
exceeds Its, contro baP mrt This rgba ancrnag both preserve
8arns and Board 0 Tru ees mandated asset dllocation an

Iversification.

As of the closeo busrnea s April 2, the APFC has 34.6% of | ﬁs |Pvestments

omest }c ||es and 121 /orn International. for ﬁtota location. to
equr 1es 01 46.7%._Accor nw to Resolutdon9 -4 the allocatign to equitie
I?]48/o ﬁ% -3%, The subalfocation to comestic egH]tres 1S 30% * 4% Ca
e suballocation orntern tronal is 12% + 4%, Therefore, the APF
Wréhrn 1S €0 éro bands tor e%u Xrnvestments and it |sra gady
underweighted domestic equities, at 34.6%, relative to Its target of 36%

A dramatic move t(i cash] bv APFC staff would t Hethe allocatio to
ﬂomestrc %urtres helow t o r limit of its conﬁro and. and. .In effect,
ave staff override a gard rustees aﬁset allocation ecrs n, thus
Fettrn a historic precedent. However, with management's emphasis on
requént communication wrth the Board of Trustees and Its desire to

er term
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seriou %hal rge amou cp ro asseswou move rom one
asset class to another without Board of Trustees’ approval.

The Balternatrve would then be or staff to go to he Board and recorh]mend
oard ado tameasure calrn or a move rom eq tles to Caﬁ
asset WI’[ no Iocatron urre uchamovec pote 1] yhave
a trem os etrrmenta ectonteon ﬁemtota ﬁturnot Fund
as the Fund's ne Eﬁecte total retur oP }Mentr he less tha |ts

current ecte tth retur target, due toa Igher allocation to cas

Ioweryre ng asset historica Iy

obtarnTTru tees’ concurrence on actrons maor im %(tbérce tot Fund, |

‘ f then has a difficult challeﬂgte]ern hetween Board of Trustees asset

allocation reviews, rt must wat markets.and monitor extraorg

rnvestrng ﬁnvrronments en the ¥apPear rnﬁ HtePtherr%oﬁentraFe?Pér
bcbhs ort e[m and 10N n? turns, ? antly balancing t
rob le net reﬁ t of recom endrn the Boar Trust es maintain the
xrstrn%asseta ocatroH Versus recommending the implementation o one
of varioUs alternative allocations.

mmmmmm

The rrrp %(e Phasrs in aILFund decision-making Is m aintaining the
safet Incipal, Jvrt maxrmrzrnPt e return on 'é Rvest e.nt?
an | ortant ut secondary consideration. So, the APFC has capita

rese atron sa rrma dy andate thus leadi ng to It conservative
vestment osorgh 1NV, strn actices. The APF scurrent sset

[
allocation a 0§IV€YSI IC&'[?OR 1S a direct result of thf manaate
and IS rECO%JHIZ %ent Manageme tpr?ctrce Additionally, we ust

remember that one ¢ primary benef its of asset diversifica or] IS that
rt:‘]a?sslzelsn is protected frorh severe price movements within single asset

It |s my sincere ho ethati e move by the Alﬁkar 1 javno™ 1 pital

em nt Com arclg |sut|mate}/ﬂsuccess strateg Certarnl ItS
sta called the move ut % owEvert ﬁomp QIS'P\{FSt ent
committee mustf move hack Into the market eqtug g ccesstully at an
opportune time If it wishes to preserve the gains It booked.

¢ ¢ ¢



ALASKA PERMANENT FUND CORPORATION

Resolution of the Board of Trustees of the Alaska Permanent Fund
Corporation Pertaining to Asset Allocation G oals for the
Period 1997-2000

Resolution 97-6
(This Resolution supersedes portions of Resolution 94-6 pertaining to sub-allocations of Intemational Equitiesand
Domestic Fyities.)

The Alaska Permanent Fund Corporation (the "APFC") is managed by a Board of
Trustees charged with broad powers to safeguard, protect, invest and account for the
Alaska Permanent Fund (the "Fund") and other State assets entrusted to its care. The
Board formulates policy and supervises an executive director who, in turn, retains staff
and conducts day-to-day operational, administrative, communications, and investment

functions of the APFC in accordance with Board policy.

Investment Philosophy

* Risk Posture

The Board's overriding investment objective for the Fund is to maintain the safety of
principal while maximizing total return. Therefore, it will always act to ensure that the
level of investment risk in the Fund is prudent and does nut jeopardize that primary

objective.

e Return

The Board believes, however, that over the long term, there exists a relationship
between the level of investment risk taken and the rate of investment return realized.
The Board therefore believes that the assumption of a moderate level of investment risk
is reasonable and justified in order to enhance potential long-term returns.
Furthermore, the Board will attempt to maximize the return to the Fund by selecting a
moderately aggressive asset mix that will produce higher median returns, having a
wider range of expected returns than more conservative asset mixes. This range of
expected returns will narrow as the investment time horizon is lengthened, which fils
well with the Fund's role as a long-term investor.

* Diversification

The primary technique employed by the Board lo reduce risk and enhance returns is
diversification. Therefore, Fund investments are spread among three major asset
classes: equities, fixed income and real estate. An asset allocation review is conducted
each year to determine what portion of the Fund to invest in each of these asset classes
in the coming 36-month period. Fixed-income assets are further diversified by type of

Resolution 97-6
Page 1



investment, by duration; equities by investment style, by manager, by geographic
region, and by individual security; and real estate by type of investment, by region, and
by manager.

 Liquidity

The Permanent Fund is managed with a long-term investment horizon, but seeks to
avoid major fluctuations in year-to-year results. Although major consideration is given
to capital growth over the long term, appropriate consideration is also given to current
income. This meets the statutory requirement to provide benefits for both current and

future generations of Alaskans.

Long-Term G oals
» Protect the principal of the Fund.

The Prudent Investor Rule applies to all investments.

e Maximize the Fund's total return over time.

Achieve a long-term, average, annualized real rate of return of 4%. It is
recognized that there may be years, or a period of years, when the Fund does not
achieve this goal, and other years when the goal is exceeded. But, over the long-
term, the Permanent Fund will achieve a total return at least 4% greater than the

rate of inflation.
* Maintain the real value of the Permanent Fund over time.
The Fund must be fully inflation-proofed to maintain its value over time.

Recognize the long-term importance of the Permanent Fund to the State of Alaska
and its people.

Provide reliable and objective information to the Administration, the Legislature,
and the people of Alaska on all public policy matters affecting the Fund.

Asset Allocation shall minimize the Fund's risk through asset diversification.

The Board of Trustees has engaged in extensive discussions and analyses of Fund asset
allocation posture, plans, and policies during the meetings of February 12-13 and April
10, 1997. Staff and consultants have been fully involved in formulating the 1997 Asset

Allocation Plan.

Resolution 97-6
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Belt Resolved:

THAT the Board of Trustees adopts (1) the capital market uturns and risk assumptions
prepared by the APFC's consultant Callan Associates, dated February, 1997; and (2) an
asset allocation plan which targets the following asset allocation percentages for the

period ending June 30, 2000:

Domestic Equities (Broad Market) 34% + 4%
International Equities 14% + 4%

Total Equities 48% (+ 2%/-3%)

Domestic Bonds < 40% (+ 6%/-4%)
Non-Dollar Bonds 2% + 2%

Total Bonds 42% (+ 6%/-4%)
Real Estate 0110% (+2%/-3%)

"’Includes an allocation of 2% of the total Fund to Emerging Markets

W includes an allocation of $300,000,000 for Alaska Financial Institutions' Certificates of
Deposit.

1% is anticipated in REITs and mortgages.

Further Resolved:

THAT the Board of Trustees adopts the Asset Allocation Plan recommended by staff on
this date. The Plan has two primary objectives: (1) to increase the amount of large-cap
domestic equity that is passively managed from the present sub-allocation target of 35%
to a revised target of 45% with a tactical control band range of 40% to 50%, with a
corresponding decrease in the amount of large-cap domestic equity that is actively
managed from 65% to .55% with a tactical control band range of 50% to 60%; and (2) to
increase the amount of the international equity from the present sub-allocation target of
12% + 4% to a revised target of 14% * 4% to include an allocation of 2% Emerging

Markets equity with a control band range of 0% to 4%.

In addition, the Plan (1) maintains style neutrality and balanced capitalization; (2)
ensures continuing APFC management flexibility; (3) continues the emphasis on global
equity management with broader international diversification and the goal of providing

low cost, superior risk-adjusted returns.

Resolution 97-Ci
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Further Resolved:

T1IA. r policy contiol bcinds os set out below will provide staff nnd cijuity iu<inngcrs
flexibility in tactically managing Fund assets while at the same time maintaining the

purpose and intent of the Asset Allocation Plan:

CONTROL RANDS

Domestic Equity: Asset Allocation 34% + 4%

Control lioet
40-60%
40-60%

% of Domestic Equities
By Style:" Value Portfolios 50%
Growth Portfolios 50 %
= Passive portfolios will be evenly split between value and growth for compliance

measurement.

% of Domestic

% of Large

Eauities Cap Portfolio Control Band
Cap Size: Large Cap Portfolios s0% 70-90%.
Active Portfolios 55%. 50-60%.
Passive Portfolios 45%. 40-50%,

% of Domestic

% ofSmaller

Eauities Cap Portfolio Control Band
Smaller Cap Portfolios 20%. 10-30%,
Active Portfolios 65%. 55-75%.
Passive Portfolios KS0) 25-45%.

International Equity> Asset Allocation 14% + 4%

% of Intemational

% of Developed

Equities Portfolio Control Point
Market: Developed 85% 70-100%)
Active Portfolios 65%.+ 55-75%.
Passive Portfolios 35%. 25-45%.
Emerging Markets 15%. 0-15%.

4= Unusually broad range reflects consequences of potential global manager shifts.
I Active includes regional developed markets exposure ami EAPE portfolios.

Resolution 97-6
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Further Resolved:
THAT the Executive Director shall develop and initiate an implementation plan which
will include detailed matters such as, but not limited to, funding schedules, asset shifts,

benchmarks, performance, style effects, and manager relationships and shall report this

plan to the Board at the next regularly scheduled meeting after the adoption of this

Resolution. Additionally, staff shall provide periodic written and oral reports to the

Trustees on the status of the implementation plan until the plan iscompleted.

Approved and Adopted by the Board of Trustees of the Alaska Permanent Fund

Corporation this 24th day of April, 1997.

Chair, Board of Trustees
Alaska Permanent Fund Corporation

Attest:

Byron 1. Mallotl, Corporate Secretanj

Resolution 97-6
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JLfas™ a S tate

District Address:
145 Main St. Loop; Ste. 226
Kenai, AK 99611

Committee MemberShlp (907) 283-2690
Senate Finance fax 283-9267
Senate Resources S&'ﬂﬂAﬂ'e
senate Rules State Capitol: Roon™514
Legislative Budget & Audit S f Juneau, AK 99801-1182

enatorJofin Jorgerson (s07) 465-2828
fax 465-4779

Sponsor Statement

SB 124: Charitable Gamina Salmon & Race Classic

This legislation amends AS 05.15.100(a) by including race classics as one
of the games of skill and chance which municipalities or qualified
organizations are allowed to conduct. The purpose of this amendment is to
authorize a classic for the Seward Mt. Marathon Race, to be operated by
the Seward Chamber of Commerce Convention & Visitors' Bureau.

It also amends AS 05.15.690(40) by extending the definition of a salmon
classic to include the Seward Silver Salmon Derby Classic and the Sterling
Area Senior Citizen's, Inc. Sockeye Salmon Crossing Classic.

Both the Seward Chamber of Commerce Convention & Visitors' Bureau and
the Sterling Area Senior Citizen's, Inc., are non-profit corporations. Both
entities provide a valuable community service and, like many local service
organizations, they are searching for ways to supplement their revenues.

Providing these potential revenue vehicles will assist these service
organizations in the continuation of the services they provide for their

respective communities.

SS: SB 124 S(STA): 3/18/97: mj
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JIC asfa State Legisfature

District.Address:
145 Main St. Loop; Ste. 226
Kenai, AK 9961 1

Committee Membership (907) 283-2690
Senate Finance fax 283-9267
Senate Resources SassionAddress:

Senate Rules State Capitol: Room 514
Juneau. AK 99801-1182

Legislative Budget & Audit Senator Jofin J'orgerson (207) 465-2828

fax 465-4779

Sectional Analysis

SB 124 Charitable Gaming Salmon & Race Classic

Section 1: Amends AS 05.15.100(a) by inserting "race classics".
Section 2: Amends AS 05.15.115(c) by inserting "race classics”.
Section 3: Amends AS 05.15.180(b) by inserting "race classics".
Section 4: Amends AS 05.15.690(40) by inserting:

(A) New subsection "A" to renumber for additions (B) and (C);

(B) New subsection and language authorizing a Seward Silver
Salmon Derby Classic;

(C) New subsection and language authorizing a Sterling Area
Senior Citizen's, Inc. Sockeye Salmon Crossing Classic.

Section 5: Amends AS 05.15.690 by inserting new subsection ($%)
which defines a "race classic".

Sections 6-8: These bill sections amend a 1995 session law. They are
necessary due to the sunset or repealer provided inch. 13, SLA 1995. That
session law provided for mushing sweepstakes and for the sunset of those
sweepstakes in 2000. The sunset was accomplished by having sections 2,
4, and 6 of the session law take effect in the year 2000. Because those
sections are going to be repealed and reenacted in 2000, itis necessary to
amend the session law to include any intervening amendments to those
sections to avoid the repeal of intervening amendments - like this one for

"race classics".

SA: SB 124 S(STA): 3/18/97; mj
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Los6-87RLP . savings J0UICES Febru rge 89 Legislative Audit, and

Retirementan fits

# Participants

State 1,095
Sc hool Districts. 603
PolltlcaIS bdivisions 412
Unlver3|tyof Alaska 217
Totals 2,327

1989-90 RLP. Savings Source -1991 Legislative Audit
# Participants

ggahtgol istric a8

748
O|It|C&?SUbd IVisions 132
Unlver3|tyof Alaska 145

Totals 1,764

Savings

$ 14,448,520
31,182,600
4,756,800
22.305.400

$ 72,693,320

Savings

$ 6,033,100
10,016,000
2,617,900
4.317.500

$ 22,984,800



aij - j\
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m Department/Agency

Administration

AIDEA

Commerce

Community and Regional Affairs

Corrections (Corr. & Probation Officers)
Education

Environmental Conservation

Fish and Game

Governor's Office

Health and Social Services

Labor

Natural Resources

Revenue

Public Safety

Transportation and Public Facilities
(DEPARTMENT TOTALS
University of Alaska

Legislature

Court System
(GRAND TOTALS

Total:,
in.Departmeht

:>e (Full Time)

1,091

32

390

171

1,352
463
483
757
178

2,049
645
569
791
869

2,704

12,544

3,469
224

653
16,890

Retirement Incentive Program

Positions In
RIP Plan(s)

12

3

238
42
23

24

69

26

59
95

660

481

17

81
1,239

Status Report

Positions .

Plans

Positions

Deleted Downgraded

InPlanl :' 'es=in Plan’

3

41

2

2

n Approved

/ 'Ry oo

Hold Open At
Least 3 Months.

3

50

Note: R.P savings cannot be accurately projected yet for most departments because it is uncertain how many employees

will actually retire, when they will retire, and which employees (high or low savings) will retire.

Olfico ol Managomoninnd Budgot

Can Be
Refllled -
No Delay

2

3

234
4
17
18
2
4

37

59
50

557

Application

*

Must’

« .Period * ‘ Retire by

multiple plans
2/1/97-3/31/97
1/10/97 =2/28/97

multiple plans

1/13/97-2/12/97

3/17/97-4/17/97

1/16/96 - 2/15/97

11/7/96- 12/31/97

12/2/96 - 1/20/97
multiple plans
11/3/96- 12/2/9%6
multiple plans
9/1/96 - 9/30/96

3/8/97 - 4/8/97

2/18/97 =3/19/97

11/11/96 - 12/31/96

1/16/97 =2/28/97

mult, plans
9/1/97
6/30/97

mult, plans

/197
7/1/97
7/1Y97
5/1/97
7711497
mult, plans
1/1/97
mult, plans
3/1/97
6/30/97
/1497
6/30/97

12/1/96
7/1/97

R RC R IV L]

fR'

Applications
Received

..(sta21/)
4

24

4

A
101
10
16
221

‘Retired
To Date

(y21m7)

2

461
26
10
3

85 |

(as of 2/1/97)  (by 2/1/97)



RETIREMENT INCENTIVE PROGRAM
STATUS REPORT
February 27, 1989

Eligible 0'l-iC/esignated
Employer By Age/Sve By Empl. ORretire
Governor's Office 30 5 5
Administration 229 174 101
Law 41 18 11
Revenue 55 29 23
Education - PERS 72 71 28
Education - TRS 38 36 19
Health & Social Svc. . 335 304 150
Labor 147 138 54
Commerce 88 55 28
Military Affairs 29 6 4
Natural Resources 160 139 65
Fish & Game 160 143 78
Public Safety 193 182 101
Environmental Consv. 36 34 12
Corrections 154 139 38
Comm. & Regional Aff. 21 18 7
Transportation 854 809 355
Ombudsman 1 0 0
Legislative Affars 53 20 13
Legislative Finance 2 0 0
Legislative Audit 5 3 3
Court System 98 0 0
Total State PERS 2762 2287 1076
Total State TRS 38 36 19
University of Ak - PERS 325 319 107
University of Ak - TRS 372 349 95
Geophysical Inst - PERS 27 27 7
Geophysical Inst - TRS 38 35 8
Total University - PERS 352 346 114
Total University TRS 410 384 103
Total Poly - Subs PERS 2661 1272 412
Total Schl Dists TRS 1773 1668 603
Grand Total PERS 5775 3905 1602
6Grand Total TRS 2221 2088 725
i f
Overall Total 7996 5993 'v 2327



LEGA AL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 ‘ STATE OF ALASKA
FAX (907) 465-2029 130 Seward Street, Suite 409

Mail Stop 3101 Juneau, Alaska 99801-2105

MEMORANDUM March 18, 1997

SUBJECT: Sectional Summary of SB 129. (Employer's required savings under
the RIP)

TO: Senator Jim Duncan

Attn: Roxanne Stewart

FROM: Teresa B. CramerAAAAA
Legislative Counsel -2

You have requested a sectional summary of the above-described bill. As a preliminary
matter, note that a sectional summary of a bill should not be considered an authoritative
interpretation of the bill and the bill itself is the best statement of its contents.

Section 1 amends the requirement in the retirement incentive plan (RIP) for state and
municipal employees that an employer show a savings within three years after an employee
retires under the RIP to extend the period to five years.

Sec. 2 reflects the amendment made by sec. 1 ofthis bill, requiring that a savings be shown
in five years instead of the three-year period enacted last year.

Sec. 3 is an immediate effective date.

TC:qglc
97-191.qlc



Senator Jim Duncan
Alaska S tate Legislature

Alaska State Senate m
State Capitol + Room 119 '« Juneau.Alaska 99801-1182 « (907)465-4766  Fax 465-4748

SPONSOR STATEMENT

SB 129
RETIREMENT INCENTIVE PROGRAM

5 YEAR SAVINGS CALCULATION FOR STATE EMPLOYEES

SB 129 amends the provjsions of the Retwemgnt Incentive Pro% m for
state employees to alfow five years to be considered In calculating the

cost and savings of the program.

Ln this time of hud et cuttlﬂg ang tool to down3|ze government in a
umange and rational way should e made availab

Administration. The pur pose of the Retirement Incentive Program is
to alrloylvnSem%r oermepreO I%eseetsh eaSO%%?Frtl%mty 50 retn”se nrattnweers t(? agelcalyt{ng

| uni In ti ini

revenuengrhls roves 0 be cost efectl e f oep%e state, and beneﬂmaqg
to the retirees w 0 chose to Rartlmpate since the recelve a three year
credlf towards their retirement. 1t1s also behnefl jal tB the Fm o;/ees
with less seniority who remain on the job rather than being lal

Currentlg the allowable] savings calcuI?tlon ondy mcludes three years
experience even though savings usually exten s for five or. moré years.
The result is that many indjviduals aré not eligible to part|C|Pate due to
t e three gear countlnﬁ period In cBrrent statute. | know Qf a number

8otent| | retirees who' are mehq le due to a net cost of $15.00 to
$5 0.00. With the five year calculation in place, these individuals
would qualify to participate.

Slnce the Retlrement Incentlve Program for state employees began in
June 30. 199 onvv 1 state pIP ees have retlred under the

Ero gram. W|t IVe year window fdr calculation of savings, many more
tate employees vould become eligible, resulting i a much larger
savings in cost to the state.

hls difficult to compare earller Retirement Incentive Programs with
the current grogram In which tate %genmes may request a number of
window periods prior to the end of the program ‘in une 1999,
However, a Iook at the following statlstlcs and anecdotal statements
from high leve| admmlstra‘lon officials indicate th% %babllty that the
number of designated employees may only double by the end of the
program.

M arch 18. 1997



e 2 March 18, 1997

Eligible b ated to % Total
BIFEJGRAM Agg or y P glnpa te ;
SErvice
1390 st g8l Hi +
8888 gtate 6308 hg2 9.4
If that is true, then the total percentage of employees potentiall
ehgr} le_who are actualf esllzgfnate tog artlcpgteyweiﬁ PISG only 1o
1878, ThIS compares and 87 percen In the 1986-87 and
1989-90 programs respectlvely
Based on this in ormatlon it i1s clear that the three ear cal uIatlon of
savings Is severeey limiting participation in the p ram e two
prew us Retirem né Incen ive Programs both use the 5year savings
calculation propose
The 1987- 88 rogram (faved state overnment$14 5 million, and the
1989-90 p am save |%e than $6 million Wlth mcreased
Rat ¢ip at|on rou%ht about by the amen dments In SB 129 1a
0 eful we will achieve at Ieast the savings realized in 1989- 90 if not
re.






Alaska Department of Revenue

Income and Excise Audit Division

Small Business Development Tax Credit
March 4, 1997
Page 2 0f3

DRAFT BILL ANALYSIS

Section 1 describes the purpose of this Act.

Section 2 describes which corporations qualify for the tax credit and the maximum size
of the credit. A corporation must be nonaffiliated (not have any parents, children, brother
or sister corporations) and have fewer than 50 employees. A corporation qualifying for
the credit may claim a credit of 10% of the first $100,000 of qualified investment in new
property first placed into service in Alaska. These investments must be made in any tax
year after December 31, 1996 and before January 1, 2000. Unused credit can be carried
forward two years. The tax may not exceed 50% of the taxpayer’s corporate tax liability.
This section also describes the penalties for disposing or removing from the state
equipment for which the taxpayer claimed a credit.

Section 3 repeals section 2 of this Act.
Section 4 provides that sections 1and 2 are retroactive lo January 1, 1997.
Section 5 provides for an immediate effective date for sections 1, 2 and 4

Section 6 establishes an effective date for section 3 of January 1, 2002 unless prior to
January 1, 2002 section 2 is found to violate the commerce clause of the United States

Constitution.

Operating Expenditures
The Department of Revenue is not requesting any additional funds for meeting its

obligations under tliis Act.

Revenue Collected
The attached spreadsheet details revenue reductions from credits taken under this hill.



Alaska Department of Revenue
Income and Excise Audit Division

Projected Revenue Decreases from the Small Business Tax Credit

Small Business Tax Credit
March 4, 1997
0-GB0O097.A

Page 3 of 3

Assumptions - All small businesses (defined as nonaffiliated corporations with less than 50 average annual employees) opt to use all

of their maximum available credit (50% of a taxpayer's corporate liability up lo 10% of $100,000 in qualifying annual expenditures).
corporations with liabilities greater than or equal to $20,000 this maximum would be $10,000. For corporations with less than

$20,000 in liability they will use up all of 50% of their liability.

Credits for Corp. with >$20,000 Liab.
Credits for Corp. with $10,0000-20,000 Liab.
Credits for Corp. with $1,000 - 9,999 Liab.
Credits for Corp. with $100 - 999 Liab.
Credits for Corp. with $1-$99 Liab.

Total Credits

*Sunsets after 3 years with a 2 year carry forward

eperecihy Bett Fied

Number

59
61
532
696
1113

2461

FY 98
($590,000)
($438,265)
($873,912)
($135,758)

($17,408)

($2055:343)

FY 9

($590,000)
($438,265)
($873,912)
($135,758)

($17,408)

($2055349)

FY 00
($590,000)
($438,265)
($873,912)
@, 135,758)

($17,408)

($2,055:343)

FYOI
$0
($183,000)
($873,912)
($135,758)
($17,408)

($1210,078)

For

FY 02
$0
$0

($873,912)

($135,758)

($17,408)

($1,027,079)

Fy 03
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MEMORANDUM March 24, 1997
f
SUBJECT: Senate Bill 133, establishing a small business development tax cre'drt*

under the Alaska Net Income Tax Act -- sectional analysis (Work
Order No. 0-GS0097A)

TO: Senator Lyda Green, Chair
Senate State Affairs Committee
\TTN: Shelton

FROM: Jack Chenoweth
Legislative Coiujset-

This measure submitted by the administration proposes a small business development tax
credit under the state's Net Income Tax Act. The credit, limited in duration as to its
availability, is tied to new capital investments made by qualifying businesses. As drafted,
to qualify for the small business development tax credit, the small business must make the
capital investment and place it into service during calendar year 1996, 1997, 1998, or 1999,
but the claim of the credit may be made by the business against its taxes due beginning in
tax year 1996 and as late as tax year 2001.

Bill section 1 offers a suggested statement of purpose for the measure.
Bill section 2: This is the bill's operative section. It makes provision for the following -

Subsection (a) sets the definition for business taxpayers that qualify for the credit.
The credit may be claimed by a taxpayer having

a monthly average of fewer than 50 employees ... not a member of
an affiliated group

and may claim against tax liability under the Alaska Net Income Tax Act

10 percent of the first $100,000 of qualified investment in new
property first placed into service exclusively in the state
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(that  is, $10,000), if the qualified investment is made after December 31, 1996, but
beginning” before January 1, 2000.

Subsection (b) sets limits on the creit: The credit “may not exceed 50 percent of the
yer's tax ligbility under LAS 43.201" and must be claimed ahead of other crediit that may

faxpaye
be available to the taxpayer Under AS 43.20.

. Subsection (c) allows a portion of the tax creit that is unused in a tax year to be
claimed in either or both of the sticceeding two tax years.

. Subsection (d) imposes a reinstatement of tax liability on a declining basis if the
Investment property on which the crediit was previously given is subsequently disposed of
or removed from the state.

.. Subsection (g) explains that, for purposes of the reinstatement of tax liability
rovision, property is not “disposed of or removed" if it is retained in the business of the
axpayer if the form of the business changes.

. Subsection (f): The Alaska Net Income Tax Act is based on the federal tax code.
This subsection adoresses treatment of the investment property on which the credlit is taken
with reference to federal tax code provisions.

Subsection (g) disallows the investment credit provided under this section against any
of the tax credit allowed under AS 13

Subsection () spells out how, for purposes of determining the taxpayer's number of
employees, the taxpayer's monthly average number of employees is to be determined.

Subsection (i) disallows the investment credit to a gualifyin business that is in
arrears on payments due under the Alaska Employment Security Act (unemployment
payments) or Under a tax levied and collected uncer AS 43,

" CreOI?tubsection (J) Supplies definitions for terms used in the s.1l business development

Bill section 3 proposes to repeal the small business development tax creql.

Bill section 4 makes the prqPosed small business development tax credit retroactive to
Jggyary 1,1997, to allow credits made for qualifying investments at any time in this calendar
year,

Bill section 5 gives the (f)roerative section, the statement of purpose, and the retroactive
provision an immediate effective date.
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Bill section 6 ?ives the small business development tax credit's repeal provision a December
12002, effective date. (This strikes me raan odd choice of date and wonder whether it
should read "December 31,2002." Yru may want to check with the administration.)

Beig
07-208,dr
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SENATOR LYDA GREEN

SENATE DISTRICT N

SB141
REVISIONS TO ALASKA'S CONCEALED HANDGUN PERMIT LAW:

Smaller, smarter government: less bureaucracy and more clarity for citizens

The intent of SB 141 is simple:

There is no reason the permitted few should be more restricted
than the unrequlated many. Treat people and their ,handguns
equaIIY. All Alaskans, who are not otherwise prohibited

federal or state law from owning or possessing handguns, can
carry handguns openly in certain places and can carry
concealed Wwithout a permit in certain places. If 300,000 adult
Alaskans can Iegally_carry a handgun ogenly, there IS no reason
to have greater restrictions for the 6,000 Alaskans who have
been fingerprinted, checked, trained and permitted.

OBSERVATIONS

There have been almost 6,000 permits issued in Alaska for carrying
concealed handguns since that right was recogmzed In state law “in
1994, The Department of Publlc_SafetY has done a remarkable job of
ensuring fair and speedy processing of applications.

However, Alaskans have voiced some complaints on overly

restrictive and confusing prohibitions and regulations leading to a
burdensome waste of time. ~ Many of these “stipulations were |
included in the original legislation” due to courteous consideration of
the dire predictions” of mayhem in the streets from some members of
the legal community and law enforcement. None of those dire
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predictions has proven accurate during ){ears of experience and it is
appropriate to restore equal rights for Tlaw-abiding citizens.

For the most part, the law s Working. Crime is down. According to
the information we have from the Department of Public Safety, of
6,000 permittees, not one person has used their concealed handgun

fo commit a crime.

Similar legislation (SB 177) passed last session by large majorities,
but was vetoed by the Governor. Even though legislation last year
prohibited anz/one from drinking and_ carrying a concealed handgun,
some felt thal whether one was drinking or not, no concealed
handguns should be allowed in bars. In the spirit of compromise, we
have “drafted SB 141 to allow concealed handguns in restaurants
requlated under AS 04.16.049 and not in bars.

This bill does not change other state law restricting carrying weapons
In bars or schools. All the other existing laws restricting’ handguns in
bars and schools remain in force.

If SB141 is passed, the simple effect would be that anywhere you
can carry a handgun openly (which you can do withou tramm%,

without ‘background checks, without “fingerprinting, and without a
permit) you will be able to carry a permitted concealed handgun.

The emstmrq law is too restrictive, too confusing and too expensive,
For example, under current law you are prohibited from walking into
a financial Institution with a permitted concealed handgun, but you
are allowed to lake the handgun out and carry it openly into the
bank. Existing law too often” turns common sense on itS head.

sections 1, 2 and 9 Of the bill make several things much clearer
and easier to enforce. If a person is a concealed handgun permit
holder from another state and comes to Alaska to visit, we will
recognize that permit. However, that person is responsible for
following the laws requlating Alaskan permit holders.  In addition
Section 12 requires that the visitor must, within 90 days, inform the
Depar'ment of Safety of their presence so that, just as ‘with Alaskan
permit holders, the Department’ knows who is allowed to carry
concealed handguns in" Alaska.

These amendments simply recognize equality of Americans as
requested by SJR14, which supports legislation in the U.S. Congress
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seeking nation) voe recognition of concealed carry permits issued by
any governmentagency or subdivision.

sections 1 and 2_Improve definitions and  still attempt to permit a
municipality or village to prohibit possession of concealed handguns.

section 2 (0es not change existing law making bars off limits to
concealed handguns, but ‘does allow access to restaurants identified
under AS 04.16.049. If the Alcohol Beverage Control Board finds
that a business, or a specific area of a business, is not a bar you will
be allowed to carry concealed.

sections 3 and 6 ensure that the applicant for apermit receives a
copy of state law and regulations and certifies the applicant read

them.

section 4 requires the Department to Rrocess the permit if the
permittee is otherwise eligible without having to wait for weeks or
months for the F.B.I. to complete fingerprinting checks. The
Department is given authority to immediately revoke a conditional
P_ermlt whenever it receives “information from checking
ingerprinting maklng the (Permmee ineligible. ~ This conforms statute
to what is actually being done already in" practice.

section 5 Simplifies for law enforcement and for citizens the

standards for qualifications to apply for a permit.

Under existing law, :n order to carry openly you must be 21 years of
age or older and be allowed by state or federal law to own orf possess

a handgun.

Under existing state law, in order to carry concealed durlnﬁ
recreation activities, in your dwellmlg, in “your business, where Syou
are emgloyed or on land owned or leased hy the person (see A
11.61.220] you must be 16, and Y_ou must De allowed by state and
federal law to own or possess a firearm.

Under existing law, in order to carry concealed in other places than
those mentioned above, you must acquire a permit. i SB 141 is
passed, in order to do that you must be 21, 'you must be allowed b%
state and federal law to own or possess a firgarm, you must be a 9
day resident of the state immediately preceding your application for
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a concealed handgun permit, you must receive training and
education and you must demonstrate competence with” a handgun.

A restrictive laundry list of prohibitions for the fin?erprinted,
trained, permitted carriers make little sense when sfate law allows
you to carry openly in those places and federal and state law already

address whd may Own or possess a handgun.

Section 7 simply reduces the fees from si25 to o9 for initial
athcatlon and from $60 to $30 for renewal or replacement to better

reflect the true cost. Other States have even lower fees or no fees at

all,

Section 8 amends ,Ianquage to clearly give the Department the
authority to immediately suspend permits for anyone who is
ineligible under state or federal law to own or possess a handgun.

section 10 Tepeals a long list of special prohibitions that don't apply
to open carry or, in some cases, to concealed carr¥ unpermitted.
Instead, theré is a flat prohibition for possession ot a concealed
handgun wherever federal or state law prohibits possession of a

handgun.

section 11 SfS Up a cascading penalty system beginning with an
infraction subject to a fine, and™ subsequent” offenses being a class B
misdemeanor and the third time (or more) a class A misdemeanor.

section 12 Simplifies definitions so that shotguns, rifles and all
Weapons Prohlbl ed under AS 11.61.200 do not qualify for concealed
carry. _ Otherwise, just as in everY other state, any handgun not
otherwise prohibited by state or federal law Is treated _equallsy.
There are no examples, apparently, anywhere in_the United States,
where a permittee has used a deiringer or "miniature” handgun in a

crime,
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SUBJECT Sectional Summary of SB 141, (W.0. 0-LS0706\K)
T0: Senator LKda Green
Attn: Tuckerman Babcock
FROM: Gerald P. LuckhauPti)";
Legislative Counse

You have requested a sectional summary of the above-described till.  As a preliminary
matter, please note that a sectional summary of a bill should not be considered an
authoritative interpretation of the bill - the bill itselfis the best statement of its contents.

section 1 of the bill Makes available a new affirmative defense to a chaige of carrying a
concealed ceadly weapon if the person charged was at the time of possession the holderof
avalid permit to carry a concealed handgun in another state oi political subdivision or wes
lawfully able to carry a concealed handgun in the state where the defendant resides, the
concealed weapon was a concealed handgtin, the possession did not occur in a municipality
or established village that by local optionhias hanned the possession of concealed handguns,
and the defendant Was consicered a permittee under AS 18.65.748.

section 2 of the hill POVIdes a new affirmative, defense to a charge of possessing a loaded
firearm at any place where mtoxmatln% liquor is sold for consumﬁ)_tlon on the premises to
a person who s a permitte Under as 18,65.700 - 18.65.790 or is licensed in another state
or political subdivision gr is legally able to carry a concealed hanagun in the person's state
of residence, when the firearm possessed is a concealed handgun, the possession gccurred
at a place designated as a restaurant under as 04.16.049 and did not occur in @ municipality
or established” tilage that has banned the possession of concealed handguns by local option,
and the defendant Is from another state and has met the requireme its 0f being a permittee

under as 18.65.748.

section 3 of the bill [EQUIrES the department of public safety to supply a copy of the state
laws and requlations relating to firearms to each person to whom they provide an application
for a concealed handgun pérmit

section 4 of the bill [EQUITES the department to issUe a permit to carry a concealed handgun
to each applicant within 15 days even if the department has not received the results of the
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fingerprint check. If the fingerprint results later disclose the applicant is ineligible, the
permit can be revoked.

section D of the bill Prohibits the department from using for any other purpose or making
copies of fingerprint cards submitted'to obtain a permit.

section 6 of the bill AllOWS the department in its discretion to, issUe an emergency concealed
handgun permit, valid for 90 days, to avictim of domestic violence.

section [ of the binl [EWITteS the qualifications to receive a concealed handgun permit.

section 8 of the bill [EQUIrES an applicant to acknowledge receipt ofa copy of the laws and
regulations relating to firearms,

section 9 of the bill Provides that an honorabl}/ retired peace officer who applies for a permit
does not have to demonstrate competency with firearms,

section 10 ofthe bill [EVISES the fees the department may charge for New permits, renewals,
and replacements.

section 11 of the bill [EVISES the circumstances when the department may suspend permits.

section .12 of the hill Provides that a permit holder from another state or political
subdivision is an Alaska Permlt holder for purposes of AS 18.65.750 - 18.65.765 if the
person has been in Alaska for 90 days or less or has informed the department of the person’s

presence in the state.

section 13 of the bill [BVISES the list of places where a permittee may not possess a
concealed handgun.

section 14 of the bill [BVISES the penalties for violations of as 18.65.755(a).

section 15 of the, bill AMENAS the definition of “concealed handgun” to provide that
derringers and miniature handguns can be concealed and carried by a permitteg.

Section 16 0f the hill provides repealers.

GPLgdr
97-193 jdr



