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S U B J E C T : L e g is la t iv e  e th ics  bill  draft (S B  105)

T O : Senator  T im  K e l ly ,  Chair  

Senate  R u le s  C o m m ittee  
Attn: B e n  B row n

F R O M : T eresa  B . Cramer
L e g is la t iv e  C o u n se l

Y o u  h a v e  requested  a sec t ion a l su m m ary  o f  the above-desc* ibed bill.

A s  a preliminary matter, note that a  sectional sum m ary  o f  a bill should  n ot  be  co n s id ered  an  

authoritative interpretation o f  the bill and the bill i t s e l f  is the best sta tem ent o f  its contents .  
I f  y o u  w o u ld  like an interpretation o f  the bill as it m a y  app ly  to a  particular se t  o f  cir­
cu m sta n c e s ,  p lease  advise .

S e c t io n  1 a m en d s  A S  2 4 .2 5 .0 1 0 ( e )  to inc lude  the L e g is la t iv e  E thics C o m m it te e  in the list 

o f  leg is la t iv e  com m ittees  that m ay  issue  a subpoena w ithout securing the concurrence  o f  the  

p res id in g  officer.

S e c t io n  2  am en d s A S  2 4 .6 0 .0 3 0 (a )  to permit the storing or m aintaining o f  e lect ion  cam p aign  

records in a legislator's o f f ic e  so  lo n g  as the records are not d isp la y ed  p u b lic ly .  T he  

su b s e c t io n  retains the prohib ition  in A S  2 4 .6 0 .0 3 0 (b )  against perm itting  a le g is la t iv e  
e m p lo y e e  to w ork  on ca m p a ig n  matters on  go v ern m en t  tim e.

S e c t i o n  3  repeals  and reenacts A S  2 4 .6 0 .0 3 0 (c )  to c larify  that state funds other  than the  

o f f i c e  a l lo w a n c e  m ay  not be  used  for m a ss  m a il in g s  about leg is la tors  and leg is la t iv e  

e m p lo y e e s  w h o  are candidates for federal and m unicipal o f f ic e s  (and retains the prohib ition  

a g a in s t  u s in g  state funds for m a i l in g s  about cand idates  for state o f f ic e s )  or about other  

p ersons w h o  are candidates  for e lec t io n  to the legislature. T h e  su b sec t io n  a lso  ap p lie s  the  

p roh ib it ion  to e lec t io n s  for te le p h o n e  and e lectr ic  co op erat ives  and c lar if ie s  that, w h e n  

ap p lied  to a  specia l e lec t io n ,  the prohibition  b eg in s  o n  the date o f  the governor's  
proclam ation .

S e c t io n  4  ex ten d s  the prohib ition  in A S  2 4 .6 0 .0 3 0 (d )  aga inst d istr ibuting  or p o st in g  

cam p aign  com m u n ica tion s  to a lso  prohibit distributing or posting  notices  about fund-raising



even ts  for candidates. Hie am en d m en t a lso  applies the prohibition to le g is la t iv e  e m p lo y e e s  
as w e l l  as  legislators.

S e c t io n  5  am ends A S  2 4 .60 .030 (1 )  to clarify that a legis lator  o r  le g is la t iv e  e m p lo y e e  w h o s e  

a p p o in tm en t  to a board is  d i s c lo s e d  in the H o u s e  or S en ate  Journal d o e s  not n e e d  to m a k e  

an additional disclosure to the E th ics  Com m ittee .  T he  d isc lo su res  o f  m em b ersh ip  o n  a  board  

m u st  b e  f i le d  annually  by February 15 w ith  updates  for n e w  ap p o in tm en ts  or e le c t io n s  to  

boards due within 60  days after appointm ent or e lection . T h e  c o m m itte e  is  required to sen d  
c o p ie s  o f  the d isc losure  to the Senate  Secretary or H o u s e  C lerk, a s  appropriate, for 

p u b lica t io n  in the journal.

S e c t io n  6  repeals and reenacts A ' 0 .0 3 0 ( g )  to address  w h e n  and to w h a t  ex te n t  a 

legislator or legislative e m p lo y e e  v\ i substantial f inancial interest in an is su e  can take  

l e g is la t iv e  act ions  on  the issue , lu .  . u  the proposal,  for v o te s  and other  a c t iv i t ie s  in 

c o m m it t e e  or on the floor o f  the H o u s e  or S enate ,  the leg is la tor  or le g is la t iv e  e m p lo y e e  

w o u ld  h a v e  to d isc lo se  h is  or her interest before  acting . For other  k in d s  o f  a c t io n s  

(req u est in g  that research be d o n e  or a bill be  drafted, for e x a m p le ) ,  the leg is la to r  or  

leg is la t iv e  e m p lo y e e  w o u ld  h a v e  to d isc lo se  the  substantia l financia l interest to the e th ic s  
c o m m it te e  in w riting w ith in  s e v e n  days  after tak ing  th e  action .

S e c t io n  7  adds a subsection  (h) to A S  2 4 .6 0 .0 3 0  to address  h o w  to d eterm in e  w h e th e r  an  

e m p lo y e e  is  on  governm ent t im e  or not. T h e  c o m m it te e  is d irected  to c o n s id e r  the w o r k  

sch ed u le  set by  the em ployee 's  im m ediate  supervisor. A n  e m p lo y e e  is required to take lea v e  

for p e r io d s  o f  political c a m p a ig n in g  during the e m p lo y e e 's  w o rk  day. Incidental p o lit ica l  

a c t iv it ie s  (an sw er in g  a ph on e  ca ll ,  forw arding in c o m in g  m ail  to the c a m p a ig n  c o m m it te e )  

are e x c lu d e d  from the leave-s l ip  requirem ent.

S e c t io n  8  clarifies that, for purposes o f  the prohibition against fund-raising during s e s s io n s  

co n ta in ed  in A S  2 4 .6 0 .0 3 1 (a ) ,  the legislature is  co n s id ered  to be in s e s s io n  on  a d a y  w h e n  

either h o u se  is in se ss io n  and a lso  ex ten d s  the  proh ib it ion  to a p p ly  to c a m p a ig n s  for loca l ,  
state, and  federal e lec t io n s  a s  w e l l  as  to state le g is la t iv e  cam p aign s .

S e c t io n  9 a m en d s  A S  2 4 .6 0 .0 3 9  to perm it the E th ics  C o m m it te e  to refer e m p lo y m e n t  

d iscr im in a t io n  com pla in ts  that are filed w ith  the c o m m it te e  to the State  H u m a n  R ig h ts  

C o m m iss io n  and to wait until the H um an R ights  C o m m iss io n  has c o m p le te d  its p ro ceed in g s  

before  co n s id er in g  the com p la in t  itself.

S e c t io n  10 am ends A S  2 4 .6 0 .0 4 0 (a )  to permit legis lators and leg is la t ive  e m p lo y e e s  lo  enter  

into a state contract or lease that is  let under any m ethod  permitted by the State P rocurem en t  
C o d e  or  under sim ilar procedures for a g e n c ie s  not su b ject  to the P rocu rem en t C o d e .  
Currently legislators and leg is la t ive  em p lo y e e s  m a y  o n ly  enter into those  contrac.s  and le a se s  

let through com petit ive  sealed  bidding. T he bill a lso  a m en d s  the prov is ion s  perm itting sm all  
con tracts  and leases  by in creasin g  the c e i l in g  to an annual va lu e  o f  $ 5 ,0 0 0  or  le ss .
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Legislators and legislative em p lo y e e s  w h o  participate in a state contract or lease  that has an  

annual value  o f  $ 5 ,0 0 0  or more, or w h o  k n o w  o f  a fam ily  m em b er  w h o  is partic ipating  in a  

state contract or lease  w orth  $ 5 ,0 0 0  or m ore m u st  d is c lo s e  the participation. A  grant that  
results in a contract and that is not co v ered  b y  A S  2 4 .6 0 .0 5 0  is  subject  to this sec t io n .

S e c t io n  11 am ends A S  2 4 .6 0 .0 4 0 (c )  to c larify  that the statute o n  state contracts  and le a se s  

d o es  not apply  to participation by legislators and leg is lative  em p lo y e e s  in state program s and  
loans.

S e c t io n  12 a m en d s  A S  2 4 .6 0 .0 5 0 ( c )  to perm it the c o m m itte e  to refrain from  p u b l ish in g  

d isc lo su r e s  o f  participation in a  state program  w h ere  d isc lo su re  w o u ld  in vad e  the  

participant's privacy in v io la t io n  o f  the  constitu tiona l right to privacy . T h is  a m e n d m e n t  is  
co n s is ten t  w ith  A d v iso ry  O p in ion  N o .  9 4 -0 7 .

S e c t io n  13 adds a n e w  su b sec t io n  to A S  2 4 .6 0 .0 6 0  to require a leg is la tor  or le g is la t iv e  

e m p lo y e e  w h o  is the subject o f  a com p la in t  before the E th ics  C o m m itte e  to  c o m p ly  w ith  
protective  orders issued  by  the com m ittee .

S e c t io n  14 am en d s A S  2 4 .6 0 .0 7 0 (b )  to se t  d ead lin es  for d isc lo su res  o f  c lo s e  e c o n o m ic  

a sso c ia t io n s .  T h e  d isc losu res  m u st  be m a d e  b y  the date set  under A S  2 4 .6 0 .1 0 5 ,  w h ic h  is  
added to the e th ics  law  by sec .  25  o f  the bill.

S e c t io n  15 adds a  n e w  su b sect io n  to A S  2 4 .6 0 .0 7 0  to require a leg is la tor  or  le g is la t iv e  

e m p lo y e e  w h o  is married to a lobbyist  or w h o  is maintaining a sp ousa l- l ike  relationship w ith  

a lo b b y is t  to m ake d isc lo su res  co n cern in g  the lobbyist's  em p lo y e r s  and in c o m e  from  

lob b yin g .

S e c t io n  16 am en d s A S  2 4 .6 0 .0 8 0 (a )  to increase  the g ift  e x e m p t io n  from  $ 1 0 0  per y ear  to  

$ 2 5 0  per year. T he  su b sec t ion  a lso  c lar if ies  that other  su b sec t io n s  o f  A S  2 4 .6 0 .0 8 0  m a k e  
e x c e p t io n s  to the general prohib it ion  against gifts.

S e c t io n  17 am en d s A S  2 4 .6 0 .0 8 0 ( c )  w h ic h  sets  out the ex is t in g  e x e m p t io n s  to the  
prohib ition  against accep tin g  gifts .  Paragraph ( c ) (1 ) (A )  forbids leg is la tors  and le g is la t iv e  

e m p lo y e e s  from accep tin g  a g ift  o f  hosp ita lity  at a  person's vaca tion  h o m e  located  o u ts id e  

the state, a lthough  gen era lly  the statute co n t in u es  to perm it th em  to a ccep t  a g if t  o f  

hospitality  at a residence. Paragraph (c ) (2 ) (B )  permits legislators mid le g is la t iv e  e m p lo y e e s  

to a ccep t  d isco u n ts  that are not gen era lly  ava ilab le  to the public  or a large c la s s  o f  p erso n s  

w h e n  on  o f f ic ia l  state b u s in ess  but o n ly  i f  receipt o f  the d iscou n t b en efits  the state. 
Paragraph (7) permits legislators and the personal s ta f f  o f  leg is la tors and c o m m it te e  s t a f f  to  

accept d iscounts  mid other g ifts  o ffered to w e lc o m e  them to the capital c ity  or in recogn ition  
o f  th e  b eg in n in g  o f  the leg is la t iv e  se ss io n .  Paragraph (7 )  d o e s  not apply  to le g is la t iv e  
e m p lo y e e s  w h o  are e m p lo y e d  by  the L eg is la t iv e  A ffa irs  A g e n c y ,  the c h i e f  c lerk  or sen ate  

secretary, or the leg is la t iv e  budget and audit c o m m it te e  or the o m b u d sm an .
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S e c t io n  IS a m en d s  A S  2 4 .6 0 .0 8 0 ( d )  to ch a n g e  the reporting d ea d lin e  for  g if ts  that are not  

related to a person's leg is lative  status from  April  15 to February 15. R eq u ires  d isc lo su r e  o f  

g i f t s  o f  travel and hosp ita lity  rec e iv ed  w h i le  gathering  in form ation  o f  le g is la t iv e  con cern  

o n ly  i f  the  g ift  is va lu ed  at $ 2 5 0  or m ore. T h e  current threshold  is $ 1 0 0 .  R eq u ires  that 
d isc losu re  o f  g ifts  n ot con n ected  to a person's leg is la t ive  status inc lude  o n ly  a d escr ip t ion  o f  

the g ift  and the identity o f  the  donor. Currently, the recipient is a lso  required to d isc lo se  the 

va lu e  o f  g ifts  worth m ore than $ 2 5 0 .  T h e  last sen ten ce  o f  the sec t io n  requires t H  c o m m it te e  

to forward co p ie s  o f  the d isc lo su res  concern ing  travel to gather leg is la t iv e  inform ation to the  

A la sk a  P u b lic  O f f ic e s  C o m m ittee .

S e c t io n  19 am en d s  A S  2 4 .6 0 .0 8 0 ( e )  in resp on se  to c h a n g e s  m a d e  to the c a m p a ig n  f inance  

la w s  last year. T here  are n o w  lo w  budget c a m p a ig n s  that d o  n ot  h a v e  to report po lit ica l  

contributions. A  political contr ibution  that is e x e m p t  from that reporting  requ irem ent d o e s  

not h a v e  to be  treated as a g ift  under the e th ics  cod e .

S e c t io n  2 0  increases  the g if t  thresho ld  in A S  2 4 .6 0 .0 8 0 ( f )  to  $ 2 5 0  for g if t s  from  foreign  

g o v ern m en ts  and adds that leg is la tors  and le g is la t iv e  e m p lo y e e s  m a y  a c c e p t  g if t s  from  the  

federal or other state g o v e r n m e n ts  o n  b e h a lf  o f  the legislature.

S e c t i o n  21 am en d s  the d e f in it io n  o f  " im m ediate  fam ily" or " fam ily  m em ber"  for 

A S  2 4 .6 0 .0 8 0  to add that the re la t ives  o f  the legislator's  or le g is la t iv e  e m p lo y e e 's  sp o u sa l  

equ iva lent  w h o  fall w ith in  the categor ies  listed in paragraph (5 )  are treated as  relatives  o f  the  

leg is la tor  or leg is la t iv e  e m p lo y e e  for purposes  o f  accep t in g  g ifts .

S e c t i o n  2 2  adds n e w  su b se c t io n s  to A S  2 4 .6 0 .0 8 0 .  P rop osed  su b se c t io n  (h) p erm its  

le g is la to r s  and leg is la t iv e  e m p lo y e e s  to so lic it ,  accep t ,  and r e c e iv e  g if t s  o n  b e h a l f  o f  

recogn ized , nonpolitical charitable  organ izations  in a ccord an ce  w ith  g u id e l in e s  ad opted  by  

the c o m m itte e .

P roposed  subsect ion  (i) addresses  the receipt o f  inheritances from p e r so n s  other  than fa m ily  

m em b ers  and requires d L c lo su r e  by  the d ea d lin es  se t  out in A S  2 4 .6 0 .1 0 5 ,  w h ic h  is added  

to the e th ics  law  b y  see . 25  o f  the bill. T h e  nam e o f  the person  from  w h o m  the inheritance  

w a s  rece iv ed  is to be d isc lo sed  but the value  o f  the inheritance d o e s  not h a v e  to be  reported.

U n d e r  p roposed  su b sec t io n  (j), leg is lators,  le g is la t iv e  c o m m it te e s  other  than the  E th ics  

C o m m it te e ,  and leg is la t iv e  a g e n c ie s  m ay  accept g if ts  o f  vo lu n teer  se r v ic e s  so  lo n g  as  the 

p erso n  d on at in g  the serv ice s  is  not rece iv in g  c o m p e n sa t io n  from  another  so u rce  for the 

serv ice s .  H o w e v e r ,  the last s en ten ce  o f  su b sec t io n  (j) m a k es  c lea r  that leg is la tors  and  
le g is la t iv e  e m p lo y e e s  m ay  n ot  a ccep t  a g ift  o f  se r v ic e s  for n o n lc g is la t iv e  p u rp oses  (u n le ss  

the g ift  can be accepted under a d ifferent e x c e p t io n  o f  the co d e ) .  A  le g is la t iv e  vo lu n teer  is 
required to co m p ly  with  a substantial portion o f  the L e g is la t iv e  E th ics  C o d e .  H o w e v e r ,  the  

p erso n  d o e s  not have  to c o m p ly  w ith  the se c t io n s  o n  contracts and le a se s  ( A S  2 4 .6 0 .0 4 0 ) ,  
state  program  or loan partic ipation (A S  2 4 .6 0 .0 5 0 ) ,  c lo s e  e c o n o m ic  a sso c ia t io n s



( A S  2 4 .6 0 .0 7 0 ) ,  n ep otism  (A S  2 4 .6 0 .0 9 0 ) ,  or representation b efo re  state a g e n c ie s  
(A S  2 4 .6 0 .1 0 0 ) .

P r o p o se d  su b sec t io n  (k) requires a leg is la tor  or leg is la t iv e  e m p lo y e e  w h o  k n o w s  or  

rea so n a b le  ou g h t  to k n o w  that a fam ily  m e m b er  has rece iv ed  a g if t  b e c a u se  o f  the fa m ily  

m em b er 's  c o n n e c t io n  to the leg is la tor  or e m p lo y e e  to report the g if t  i f  it w o u ld  h a v e  to  be  

reported i f  it w ere  g iv en  directly to the legislator or em p lo y ee .  For ex a m p le ,  i f  a corporation  

g iv e s  a legislator's spouse  airplane tickets and acco m m o d a tio n s  so  that the sp o u se  can  attend  

a c o m e r e n c e  that the leg is la tor  is a ttending and i f  the  g ift  is  g iv e n  b e ca u se  the rec ip ient  is  

m arried  to  the leg is la tor  (and not b eca u se  the sp o u se  is an expert  o n  the to p ic  o f  the  
co n feren ce ) ,  the leg is la tor  sh o u ld  d isc lo se  the gift.

Proposed subsection  (1) clarifies that in determ ining the va lue  o f  a gift, the fair m arket va lu e  
sh o u ld  be  used.

S e c t io n  2 3  am ends A S  2 4 .6 0 .0 8 5 (a )  to clarify that legislators and leg is la t ive  e m p lo y e e s  m ay  

not rece ive  significantly  larger than usual paym ent for serv ices  but m a y  charge  le s s  than the  
g o in g  rate for s erv ice s  i f  they  w ish .

S e c t io n  2 4  a m en d s  A S  2 4 .6 0 .1 0 0  to require that d isc lo su res  c o n cern in g  representations  
before  state a g e n c ie s  be m ad e  under the d ead lin es  se t  out in A S  2 4 .6 0 .1 0 5 .

S e c t io n  2 5  enacts  A S  2 4 .6 0 .1 0 5  to set  d ea d lin es  for d isc lo su res .

S e c t io n  2 6  am en d s A S  2 4 .6 0 .1 3 0 (f )  to clarify that m em b ers  o f  the E thics C o m m ittee  serve  

w ith o u t  c o m p en sa t io n  but are entit led  to re im b u rsem en t for travel e x p e n s e s  and per d iem .

S e c t io n  2 7  a m en d s  A S  2 4 .6 0 .1 3 0 (h )  to  prohibit a leg is la tor  w h o  su p e r v ise s  an e m p lo y e e  

w h o  is the subject o f  an e th ics  co m p la in t  from  taking part in the c o m p la in t  p r o c e e d in g s  

concern ing  that e m p lo y ee .  B e c a u se  o f  the ch an ges  proposed  by A S  2 4 .6 0 .1 3 0 ( o )  in sec .  2 8  

o f  the bill, the am endm ent to A S  2 4 .6 0 .1 3 0 (h )  a lso  d e le tes  requirem ents for a p p o in tm en t  o f  
alternate c o m m itte e  m em bers.

S e c t io n  2 8  am ends A S  2 4 .6 0 .1 3 0  by  adding a n e w  subsection  to direct the presid ing  o ff icers  

to appoint leg is lative  alternates to the Ethics C om m ittee  w h o  w ill  serve  w h en  the chair o f  the  

co m m itte e  or a su b co m m ittee  d es ig n a tes  them  to serve  on  the c o m m it te e  or su b c o m m it te e  

b e c a u s e  a regular m em b er  has b een  d isq u a lif ied  from  participating in a co m p la in t .  T h e  

d e s ig n a t io n  o f  the alternate to serve  during a co m p la in t  p roceed in g  is co n f id en t ia l  to the  
sa m e  ex ten t  that the identity  o f  the subject o f  a co m p la in t  is  confidentia l .

S e c t io n  2 9  a m en d s  A S  2 4 .6 0 .1 3 4 (a )  to c larify  that the prohibition  a ga in st  partic ipation  in  

polit ica l  m an agem en t  or in a  polit ica l  c a m p a ig n  that ap p lies  to pub lic  m e m b e r s  o f  the  
c o m m itte e ,  c o m m itte e  e m p lo y e e s ,  and person s  under contract to the c o m m it te e  e x te n d s  to

Senator Tim Kelly
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c a m p a ig n s  for federal, state, and local o f f ice s  regardless o f  w hether  the cam paign  is partisan  

or nonpartisan, applies to  cam paigns  concerning ballot m easures, and to political party fund­
ra is ing  even ts .

S e c t io n  3 0  a m en d s  A S  2 4 .6 0 .1 3 4  by  adding a n e w  su b sec t io n  (c). U n d er  prop osed  

su b sec t io n  (c) , persons under contract to the e th ics  c o m m ittee  m a y  request the c o m m it te e  to 

e x e m p t  s o m e  o f  the m em b ers  o f  the partnership or corporation  from  h a v in g  to c o m p ly  w ith  

s o m e  or  all o f  the proh ib it ions  against polit ica l activ ity . T h e  c o m m it te e  m a y  grant the  

req u est  i f  d o in g  so  w il l  n ot  lead to the appearance that the c o m m itte e  is  subject to  un d u e  
p o lit ica l  in f lu e n c e  and i f  there is no  appearance o f  im propriety .

S e c t i o n  31 a m en d s  A S  2 4 .6 0 .1 5 0 (b )  to perm it the c o m m itte e  to adopt g u id e l in e s  and  

p r o v id e s  that a person c o m p ly in g  with the g u id e l in e s  m a y  not be p en a lized  for h av in g  
v io la ted  a  p ro v is io n  o f  the  statutes.

S e c t io n  3 2  a m en d s  A S  2 4 .6 0 .1 6 0  to g iv e  the c o m m itte e  6 0  d a y s  to respond to a request  for  

an ad v iso ry  opinion. T he  ch a n g es  a lso  permit the c o m m ittee  to issue  o p in ion s  o n  the request  

o f  ab out-to -be  leg is lative  e m p lo y e e s .  Under n e w  language in su b sec tion  (b), the c o m m it te e  

deliberations concerning  an adv isory  opin ion  are designated  as  e x e c u t iv e  s e s s io n s ,  not o p en  
to the  requester.

S e c t io n  3 3  a m en d s  A S  2 4 .6 0 .1 7 0 (a )  to prohibit the c o m m ittee  from  con sid er in g  a com p la in t  

a g a in s t  all m e m b ers  o f  the leg is lature  or all m em b ers  o f  o n e  h o u se  o f  the legis lature. T h e  

a m en d m en ts  a lso  permits the  c o m m itte e  to reinstitute p r o ceed in g s  that w ere  fi led  aga in st  a 

leg is la t ive  e m p lo y e e  and then c lo se d  w h en  the e m p lo y e e  stopped  w ork in g  for the legislature  

or against a  former legislator i f  the e m p lo y e e  or form er legis lator  resum es leg is la t ive  serv ice  
w ith in  f iv e  years  after the a l le g e d  v io lation .

S e c t io n  3 4  a m en d s  A S  2 4 .6 0 .1 7 0 (b )  to describe the required co n ten ts  o f  a c o m p la in t  and to 

require the c o m m itte e  to a d v ise  com p la in an ts  that they  m a y  be asked  to testify .

S e c t io n  3 5  am en d s  A S  2 4 .6 0 .1 7 0 (c )  to permit the c o m m ittee  to a ss ig n  c o m p la in ts  to a s ta f f  

m em b er  for preliminary investigation. T he  s ta f f  m em b er  m ay  reco m m en d  to the c o m m it te e  
w h e th e r  the  com p la in t  warrants further in vest iga tion  and p ro ceed in g s ,  b ased  o n  the 

i n t i m a t i o n  and e v id e n c e  co n ta in ed  in the co m p la in t  a s  su p p lem en ted  by  the com p la in a n t  

and the subject  o f  the com plaint. T he  section  a lso  permits the c o m m ittee  to d ism iss  fr ivo lous  

c o m p la in ts  and co m p la in ts  for w h ic h  there is in su ff ic ien t  cred ib le  in form ation  to warrant 

further investigation . T he co m m ittee  is a lso  permitted to request additional in form ation from  

the  c o m p la in a n t  and the su b jec t  o f  the com plaint.  P ro ceed in g s  under the su b sec t io n  are  

c o n f id e n t ia l  a s  are d o c u m e n ts  and d ism issa ls .  T h e  subject o f  the co m p la in t  m a y  w a iv e  
co n f id e n t ia l i ty  as provided  in A S  24 .60 .170 (1 ) .

Senator Tim  Kelly
M arch 5, 1997
Page 6
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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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M E M O R A N D U M  April 29. 1996

SUBJECT: Technical changes to the Ethics Bill (CSSB l4l(RLS) "Z" version
dated 4/27/96)

TO: Senator Drue Pearce
Attn: Laura Williams

FROM: Teresa B. Cramer
Legislative Counsel

Since I have proposed a number of technical changes to the ethics bill. 1 thought it would be 
helpful if I listed them. If there 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(a), page 9, lines 1 9 -20 . The list will be changed to read: "generally 
available to the public at large or to [,] 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(a)(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, line 13. The definition as presented in
the bill has one too many repetitions of "with the person." I 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(c), 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 1 understand it. Therefore. I will change the beginning of (c). line 
27. to read:
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(c) In addition to the prohibitions under (a) of this section and except 
as provided in (d) of this section,"

y5. AS 24.60.176, page 25, line 2 . 1 am going to change "that" to "which". ^

6. AS 39.50.020(a), page 30, line 1. In replacing the list of types of public officials in the

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. When I 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, I 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" 1 copied 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(b)".

first sentence of this subsection with the defined phrase "public official," I neglected to note

II). S e c .  9 4 , e f f e c t iv e  d a t e .  T h e  r e fe r e n c e  to  " s e c . 9 2 "  o f  t h is  A c t  s h o u ld  re a d  " s e c .  9 3 " .
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SB 105
AN ACT RELATING TO LEG ISLATIVE 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 m em bers 
who serve on the committee adopted the draft version 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 a n d  
was heard in House Finance in the final days of the regular session.

General Housekeeping S e c tio n s : 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.
Sec. 5: Board Membership disclosure Sec.

/deadline
Sec. 6: Conflicts of Interest Sec.
Sec. 8: Fundraising During Session Sec.
Sec. 9: Employment Discrimination Sec.
Sec. 12: Refrain from Publication Sec.

Sec. 13: Protective Order Sec.
Sec. 14: Deadline for Close Economic Sec.

Associations 
Sec. 16: Gifts Sec.
Sec. 20: Gifts from Governments Sec.
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

29: Restrictions on Public Members 
30: Restrictions on Contractors 

with Committee 
31: Guidelines 
32: Advisory Opinions 
33: Complaints: Comm. Jurisdiction. 
35: Complaints: Preliminary Exam, 

Dismiss Frivolous Complaints 
36: Lack of Probable Cause 
50: Fines for late disclosures

51: Fines
54: Effective Date



Sections which have • substantive changes to the ethics code o r  
which have been added or changed since in trodu c tion  o f th e  
com m ittee ’ s p rev ious b ill:

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 m a in ta in in g
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 c o m m itte e  
recommends adding several categories of people to that list, inc lud ing  
any person who is a candidate for the legislature.

Sec. 4: Campaign Literature
The committee recommends allowing legislators to post m a te r ia ls
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 a n d  
handling incoming mail.

Secs. 10 & 11: Contracts and Leases
This section eliminates the prohibition on participation in certa in  
state contracts and leases and sets a new 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 th e
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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 confiden tia l  
those gifts unrelated to legislative status. The committee adopted the
confidential language.

Sec. 19: Low Budget Cam paigns
The Campaign Finance Reform Act made changes that exem pt 
candidates who have a S2500 campaign limit from having to report  
contributions to APOC. The ethics code states that con tr ib u tio ns  
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: C o m p la in an t
In response to concerns brought forward in the 20th Legislature House
Rules Committee, the ethics committee included language t h a t
clarifies that the complainant must sign a statement that he/she has
reason to believe there has been a violation and further clarifies th a t
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 co m m ittee  
did not include an amendment adopted by the SSTA/19 C om m ittee  
to tie discovery to restrictions on the complainant because the  
complainant is not usually under the committee’s ju r isd ic t io n . 
Furthermore, the complainant is not a party to dis:overy.

Sec. 40: Attendance at Executive Session and Waiver of C onfiden tia lity  
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 A u thority .
The committee adopted the version recommended by the SSTA/19 
committee which set the legislator as the appointing authority for
personal staff instead of naming the Rules Committees as the  
au thorities.

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 c o m m ittee  
membership position, and a determination that the legislator would
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 Above Legislative
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 requirem ents , 
deadlines and penalties. At its February 1997 meeting the e thics 
committee included the public members of the ethics committee i n 
the filing requirement, as well as adding spousal equivalents to th e
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

A laska State Leg is la tu re  
Select Committee on Legislative Ethics 

STATEMENT 
in support o f 

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 l'oohey 
and Jalmar Kerttula.
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Last year I signed into law a bill commonly referred to as welfare reform, but I called it a 
bill to put Alaskans to work. Today I am sending to the Legislature part two o f that effort 
to take people o f f  the welfare rolls and put them on the payrolls. With this bill I 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 o f f  o f welfare.

This new program would offer an employer a tax credit o f 15 percent o f  an employee’ s 
eligible wages, capped at $1,000 per employee. Additional credit o f up to $500 may be 
earned i f  the employer 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 
public assistance payment is $778 per month, or $4,668 over six months--far exceeding 
the $1,000 to $1,500 tax credit proposed in this legislation.

In order fo r an employer to earn the credit, the employee must remain in the job  for 180 
days or 400 hours. The employment does not, however, have to be uninterrupted or 
within a year o f initial hire. This ensures that employers who experience a need for a 
temporaiy layoff, or work in seasonal industries, are eligible for the tax credit.



The Alaska Welfare to Work program mirrors the federal work opportunity tax credit 
program and should operate seamlessly with that national effort so the Department o f 
Labor can easily administer both programs and avoid confusion fo r employers. Unlike 
the federal program, though, the Alaska credit would only apply to the hiring o f people in 
Alaska. Because that’ s the whole point o f 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 hiring someone on public assistance in Los Angeles, 
or Detroit, or anywhere in the other 49 states. That federal credit is actually relatively 
small compared to the credit in this proposal. Corporations 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 o ff 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.

T h e  H o n o r a b l e  M i k e  M i l l e r

M a r c h  4 ,  1 9 9 7

P a g e  2

Sincerely,



WELFARE TO WORK TAX CREDITS

This b ill establishes an A laska welfare to work corporate income tax credit of 15 
percent o f qualifying firs t year wages paid to targeted welfare recipients and other 
social services recipients. The credit ceiling is $1000, with an additional $500 
allowed i f  the employer provides on the job training. The standards for the Alaska 
credit m irro r those fo r the federal work opportunity tax credit, except fo r the 
credit amount, the additional training credit provision, and the requirement that 
the qualifying circumstances must occur in A laska.
Certifications fo r the A laska welfare to work credit can be processed in tandem 
with the certifications fo r the federal work opportunity tax credit. S ta ff costs are 
federally funded, so the A laska certifications under this b ill w ill have negligible 
personal services impact. The federal procedures do not include a training 
certification, but ESD intends to make the additional A laska training credit 
automatic i f  the appropriate social service agency 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 w ill expire on September 30, 1997. I f  
the federal program is not re-authorized, there w ill be a personal services impact 
from FY98 forward o f approximately one fu ll time equivalent position, to replace 
lost federal funds.
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Incom e and  Exc ise  A u d it  D iv is ion

P R A E O I L L  ANALYSIS

Section 1 directs 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 
1 5% 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 1 of 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 1 and 3 of this 
Act.

Z~$-5



Welfare To Work 
March 4. 1997 
0-GH0082.A 
Page 3 of 5

A l a s k a  D e p a r t m e n t  o f  R e v e n u e

Incom e and  E xc ise  A u d it  D iv is io n

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.

3 4 5



Alaska Department of Revenue 
Income and Excise Audit D ivision

Projected Revenue Decreases from Implementation of Welfare to Work Proposal

Welfare To Work 
March 4,1997 
0-GH0082.A 
Page 4 of 5

Assumptions: 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.

PYOO . FY 01 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 A laska Welfare to Work Credits ($1,057,467) ($1,057,467) ($1,057,467) ($1,057,467) ($1,057,467) $262,533

* Sunsets alter 3 years with a 2 year carry forward.

drall p. opaied by Bruit Fried t.wolwur2 xls *4/97 0 56 AM



DEPARTMENT OF REVENUE 
Work Opportunity Credit Illustration 

March 4,1997

F is c a l  N o t e  A n a ly s i s

P a g e  5 o f  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 1.0

• 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.

W O R K C R . W P D

S i S





STATE O F  A L A S K A

1997 LEGISLATIVE SESSION
F I S C A L  N O T E BILL NO: SB118

Revision Date: ___________________________________________Depl, Affected: Revenue_____________________
Title: Alaska Permanent Fund Corp. Investments________ BRU: Alaska Permanent Fund Corporation
_______■ _____________________________________________ Component: Aloska Permanent Fund Corporation
Sponsor: Son ato Rules Committee_______________________ ___________________________________________
Requestor: Legislative Budget & Audit Committee____________COMPONENT SERIAL NO. _____ 109________

Expendituros/Rovenues:_____________________________________ (Thousands of Dollars)
OPERATING EXPENDITURES FY 98 FY 99 P/00 FY01 FY 02 FY 03
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 4,265.0 4.986.0 6,118.0 7.278.0 8.508.0 9.863.0
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 4,265.0 4,986.0 6,118.0 7,278.0 8,508.0 9,863.0

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 4.986.0 6.118.0 7.278.0 8.508.0 9.863.0
TOTAL 4,265.0 4,986.0 6,118.0 7.278.0 8.508.0 9.863.0

nolo of any current year (FY97) cost 586.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page it necessary)
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. SB118 increases 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 In active portfolios.

Peter A. Bushro

Alaska Permanent Fund Corporation_____________

Wilson L. Condon 

Revenue

Prepared by:

Division:

Approved by Commissioner: 

Agency:

Phone: 465-3)72

Dale: March 18. 1997

Date: March 18. 1997
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A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n

5 5  1 1 5  P r e s e n t a t i o n  t o  t h e  

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

April 2 2 , 1 9 9 7



I t e m s  t o  P r e s e n t

♦  A r g u m e n t s  in  f a v o r  o f  1 1 3 .

E q u i t i e s  o u t p e r f o r m

♦  C o m p a r i s o n  w i t h  o t h e r  l a r g e  i n s t i t u t i o n a l  f u n d s

♦  I m p l i c a t i o n s  o f  i n c r e a s e d  e q u i t y  a u t h o r i t y

♦  C o m m e n t s  o n  c u r r e n t  m a r k e t  e n v i r o n m e n t

♦  V o l a t i l i t y  i n  f i s c a l  1 9 9 7

♦  F r o p o e e d  1 9 9 7  P e r m a n e n t  F u n d  a s s e t  a l l o c a t i o n

♦  F i s c a l  N o t e



A r g u m e n t s  i n  F a v o r  o f  S B  113
❖  E q u i t i e s  s i g n i f i c a n t l y  o u t p e r f o r m  o t h e r  a s s e t  c l a s s e s  

o v e r  t h e  l o n g  t e r m .

#  T h e  F u n d  w o u l d  p r o d u c e  m o r e  n e t  i n c o m e  f o r  u s e  b y  

b o t h  c u r r e n t  a n d  f u t u r e  g e n e r a t i o n s .

♦  T h e  F u n d ’s  p r i n c i p a l  w o u l d  b e  b e t t e r  p r o t e c t e d  

a g a i n s t  i n f l a t i o n .

♦  T h e  F u n d ’s  a s s e t  a l l o c a t i o n  w o u l d  b e c o m e  m o r e  

c o m p a r a b l e  t o  t h a t  o f  o t h e r  l a r g e  i n s t i t u t i o n a l  f u n d s .

❖  T h e  i n c r e a s e d  v o l a t i l i t y  w o u l d  b e  l a r g e l y  m i t g a t e d  b y  

t h e  e x i s t i n g  p r o v i s i o n  f o r  5 - y e a r  a v e r a g i n g  o f  i n c o m e  

a v a i l a b l e  f o r  d i s t r i b u t i o n .



E q u i t i e s  O u t p e r f o r m

C o n s i d e r  t h e  g r o w t h  o f  $ 1 . 0 0  i n v e s t e d  i n  v a r i o u s  U . S .  

a s s e t  c l a s s e s  f r o m  D e c .  3 1 , 1 9 2 5  t o  D e c .  3 1 , 1 9 9 5 :

♦ I n f l a t i o n $  9

♦ T r e a s u r y  b i l l s 1 3

♦ T r e a s u r y  b o n d s 3 4

♦ L a r g e  c o m y a r \ ) j  s t o c k s 1 , 1 1 4

♦ S m a l l  c o w \ ^ m \ j  s t o c k s 3 , 5 2 2



L o n g - T e r m  T o t a l  R e t u r n s

1 3  Y e a r s  E n d in g  D e c e m b e r  3 1 , 1 9 9 6

P e r c e n t

1 6 , 2 6

1 0 . 5 5

U.S. StocksTotal Fund Fixed Income Non-U.S. Stocks 
* Last 5 Years

Real Esta te



O t h e r  L a r g e  I n s t i t i o n a l  F u n d s  

I n v e s t  M o r e  i n  S t o c k s

A c c o r d i n g  t o  P e n s i o n s  a n d  I n v e s t m e n t s  A g e ,  t h e s e  

a r e  t h e  a v e r a g e  a l l o c a t i o n s  t o  e q u i t i e s  o f  t h e  t o p  

2 0 0  l a r g e s t  U . S .  d e f i n e d  b e n e f i t  p e n s i o n  f u n d s  a s  o f  

S e p t e m b e r  3 0 , 1 9 9 6 :

♦  C o r p o r a t e  6 3 %

♦  P u b l i c  5 4 %

❖  A l a s k a P E P S  5 4 %

♦  A l a s k a  P e r m a n e n t  F u n d  4 9 %



G r o w t h  o f  t h e  P e r m a n e n t  F u n d  

E q u i t i e s  a t  5 0 %  v s  6 0 %
P e r c e n t

1 0  

6 0  

5 0  

4 0  

3 0  

2 0  

1 0

97 93 99 0 1 2 3 4 5 6 7 3 9 10 11 12 13 14 15 16 17

Assumptions: Fund with 507o equities earns 3 A to, Fund with 30  to equities earns 301 to 
Growth is net of a 4% annual income distribution
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P e r m a n e n t  F u n d  A s s e t  A l l o c a t i o n

S i n c e  1 9 8 3  C u r r e n t



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

• 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 I



T h e  a lt e rn a t iv e s  a re  d e p ic te d  g r a p h ic a l ly  b e lo w .

Ciirrenl Alternative til Allcrncilivc HI AlternativeUS

H Rnl l:.<i.-ur 
O Inrnrtirinl (\t\K

■ h<nru!c fVnH

■  Irtmnlirm!

Current Alter ft Aitcr 12Alter 1}
DmtetllrSlnrfci M% 41% 44% 47%
InlrmHtloiitl Slmfci 12% 14% ua 1*%
llimrvtlc Ibmih 40% M% 2A% 2.1%
InlcmMllwnj li«<n<h 2% 2% 2% 2%
Hml KxlNtr io% 10% 10% 10%

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 returns, This is a statistical measure designed to capture 

two-thirds of the possible returns. 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 deviation from the expected return -- no less than 0.87c nor mote than 12.87c. 
The greater the standard deviation, the greater the range of potential returns.

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 Return
(Projection period, one year)

Currcni I 2 .1
Mi*

Asset M i s Alternatives

This graph illustrates that APFC’s current policy has a median expected return of 8.4%. Based 
on the inputs, there is a 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 4.9%. 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 return at the 
95th percentile.

Each alternative, owing 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% vs. 
8.4%) but also has a downside risk that is lower by 1.6% (the 95th percentile return of negative 
6.5% compared to the negative 4.9% associated with the current policy).

Callan Associates Inc. 101291% Rage .?



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

Annual 

Rate.1; of 

Return 

(?o)

Range of Projected Rates of Return 

(Projection pcritxl: } years)

Mis
Asset Mis Alternatives

Annual 

Rales of 

Return 

("!•)

J  1 '1' 1'
• • ' C - A L»-r-— — — -...

'j \ -rrr

Range of Projected Rales of Return

(Projection pcrisxl: 5 years)

Asset Mis Alternatives

lj A

Cniltin Associates Inc. 10129196 Pane ■)



The longer the period considered, the less significant the short-term volatility. For example, 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.

Annual 

Rates of 

Return 

Tn)

Range o f Projected Rales of Return 

(Projection period: 10 years)

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. But..the, 
return pattern will be more volatile  ̂So, for the long-term investor, the real question is how much j 
"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 I 
the worst of two worlds (realization of the short-term risk of an aggressive policy and the lower I

' long-term return of a niore_c.onservativc policy).Finding .the. right balancc is jin ongoing \
\ challenge. | In the fund’s early years, any volatility was difficult to accept. Conversely, over the 

recent past, extraordinary stock market returns may make it easy to ignore the inherently more 
volatile pattern of stock returns. The 20 year flood level may only occur once in 20 years, but 
you don’t want to build your house in “ ‘ r' ' ( 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_fivc.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'at’C 5
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A ? M  F i l e s :  S E P 2 0 . A D T
S e p t e m b e r  2 0 ,  1 9 9 6

P r o j e c t e d  a v e r a g e  r e s u l t s  ( $ m i l l i o n s )  f o r  a s s e t  m i x  1 :

S t a r t i n g S t a r t i n g E n d i n g
Y e a r D a t e A s s e t s A s s e t s

1 0 7 / 0 1 / 9 6 1 .  0 0 1 .  0 8
2 0 7 / 0 1 / 9 7 1 .  0 8 1 . 1 7
3 0 7 / 0 1 / 9 8 1 . 1 7 1 . 2 7
4 0 7 / 0 1 / 9 9 1 . 2 7 1 . 3 8
5 0 7 / 0 1 / 0 0 1 . 3 8 1 . 4 9

1 0 0 7 / 0 1 / 0 5 2  . 0 6 2 . 2 3

A n n u a l c h a n g e : 8  . 4 % 8 . 4 %

P r o j e c t e d  r a n g e o f  a s s e t s ( $ m i l l i o n s ) f o r  a s s e t m i x  1  ;

P e r c e n t i l e  1 y e a r 3  y e a r s 5  y e a r s 1 0  y e a r s

5 t h 1 . 2 3 1 . 5 9 2 .  0 0 3 . 3 6

1 0 t h 1 . 2 0 1 . 5 1 COCO1—1 3  . 1 0

2 5 t h 1 . 1 4 1 . 3 9 1 .  6 9 2  . 6 3

5 0 t h 1 . 0 8 1 . 2 7 1 . 4  9 2  . 2 3

7 5 t h 1 . 0 3 1 . 1 6 1 . 3 2 1 .  9 0

9 0  t h . 9 8 1 . 0 7 1 . 1 9 1 .  6 1

9 5 t h . 9 5 1 . 0 2 1 . 1 2 1 . 4 9



P r o j e c t e d  a v e r a g e  r e s u l t s  ( $ m i l l i o n s )  f o r  a s s e t  m i x  3

S t a r t i n g S t a r t i n g
Y e a r D a t e A s s e t s

1 0 7 / 0 1 / 9 6 1 . 0 0
2 0 7 / 0 1 / 9 7 1 .  0 9
3 0 7 / 0 1 / 9 8 1 . 1 8
4 0 7 / 0 1 / 9 9 1 . 2 9
5 0 7 / 0 1 / 0 0 1 . 4 0

1 0 0 7 / 0 1 / 0 5 2 . 1 3

A n n u a l  c h a n g e :  8 . 7 %

P r o j e c t e d  r a n g e  o f  a s s e t s

e r c e n t i l e 1  y e a r

5 t h 1 . 2 5

1 0 t h 1 . 2 2

2 5 t h 1 . 1 6

5 0 t h 1 .  0 9

7 5 t h 1 . 0 2

9 0 t h . 9 7

9 5  t h . 9 4

E n d i n g
A s s e t s

1 . 0 9
1 . 1 8
1 . 2 9
1 . 4 0
1 . 5 2

2 . 3 1

8 . 7 %

( ^ m i l l i o n s )  f o r  a s s e t  m i x  3 :

3  y e a r s 5  y e a r s 1 0  y e a r s

1 .  6 5 2 . 1 0 3 . 6 3

1 .  5 6 1 .  9 6 3 . 3 4

1 . 4  2 1 . 7 4 2  . 7 8

1 . 2 9 1 . 5 2 2 . 3 1

1 . 1 6 1 .  3 3 1 .  9 2

1 . 0 6 1 . 1 8 1 . 6 0

1 .  0 0 1 . 1 0 1 . 4  7



A la sk a  P e rm an en t F u n d  C o rp o ra t io n
P . O .  B o x  2 5 5 0 0  J u n e a u ,  A K  0 9 8 0 2 - 5 5 0 0  

( 9 0 7 )  4 6 5 - 2 0 4 7

M E M O R A N D U M

D A T E : April 3, 1997

TO : Byron I. M a llo tt
Executive D irector

T H R O U G H : T e rry  A. Brown
Ch ie f Investm ent O fficer

F R O M : M ichael T. B e ll
A ssistant Investm ent O fficer

S U B JE C T : Comment on A laska Perm anent Capita l Management
Move From  Equities (20% ) to Cash

B y ron , you  asked me to comment on the notes -  the firs t a ttachm ent to 
th is m em orandum  -  from  the specia l m eeting o f the A la ska  P e rm anen t 
C ap ita l M anagem ent C om pany ’s In ves tm en t Com m ittee . I in tended to 
m ake my comments b rie f; however, as I w rote, I  fe lt compelled to expand 
my comments and provide additional detail on key points and issues.

I a lso took the libe rty  to make comments not on ly on the points brought up 
in the Investm en t Comm ittee ’s notes, but to add in additional deta ils and 
commentary concerning the cu rren t state o f the U .S . equity m arket.

P lease do not in te rp re t my comments to be a fo rm al recommendation from 
th e  A la s k a  P e rm a n e n t  F u n d  C o rp o r a t io n ’ s (A P F C ’ s ) In v e s tm e n t  
D e p a r tm e n t . W h ile  I do fe e l s t ro n g ly , an y  s t a f f  re c om m end a t io n s  
rega rd ing  sh ifts  in the A PFC ’s asset a llo ca tion  shou ld  and w ill come to 
you via T e rry  Brown, C h ie f Investm ent Officer.



A l a s k a  P e r m a n e n t  C a p i t a l  M a n a g e m e n t ’s  2 0 %  M o v e  t o  C a s h

A p r i l  3 ,  1 9 9 7

P a g e  2

*• C o m m e n t a r y  ‘ ■.

The recent move by A laska Perm anen t C ap ita l M anagement o f 20%  o f its 
equ ity assets in to cash is understandab le given the trem endous increase 
in  the v a lu a tio n  o f  the m a rk e t ove r the p ast two yea rs , recen t m a rk e t 
v o la t i li t y  as m ore in ves to rs  have begun to doubt com pan ies ’ a b ility  to 
con tinue  to d e liv e r eve r g re a te r e a rn in g s , and the p rospec t o f  h igh e r 
in te re s t  ra te s  from  a d d it io n a l Fed  ra te  h ik e s  as i t  t r ie s  to  head  o f f  
p o ten tia l fu tu re  in fla t io n  from  what it m ay see as a m ore v igorous than 
desired economy.

In fo rm ation  fr om numerous sources o f financial in fo rm ation  indicate there 
a re  in v e s to rs  ta k in g  m oney  o f f  th e  ta b le  as th ey  have  become m ore 
n ervous and w ish to p rese rve  cu rren t ga ins, espec ia lly  as some m arke t 
ana lysts are claim ing there is increased probability o f a m arket correction, 
something in the neighborhood o f  10% , and that we m ight be in the m idst 
o f one now.

A m ove by the A PFC  e q u iv a le n t  to the  A la s k a  P e rm a n e n t  C a p ita l 
M anagem en t move o f  20%  o f its  equ ity  assets to cash , w ou ld  have the 
A PFC  se ll about $1 .4  b illion  o f domestic equities, pu tting  ano th e r 7% o f 
the A PFC  po rtfo lio  in to cash, on top o f the cash and cash equ iva len ts we 
c u rre n t ly  ho ld , app rox im ate ly  $1 .0  b illion , o r 5%  o f the en tire  po rtfo lio . 
This would put 12% o f the portfo lio in cash.

The A la ska  Perm anen t C ap ita l M anagem ent Investm en t Comm ittee did 
m ake im po rtan t observations about ind icators th a t h is to rica lly  have had 
g r e a t  s ig n i f ic a n c e , h e r a ld in g  p o t e n t i a l ly  d a n g e ro u s  in v e s t in g  
en v ironm en ts , and w h ile  a s ig n ific an t move by the A PFC  to cash now 
m ight seem attractive , I do not fee l th a t it is app rop ria te  fo r the Fund to 
do so a t this time.

Am ong o th e r m easu re s , the  A la s k a  P e rm an en t C ap ita l M anagem en t 
In v e s tm en t C om m ittee  noted  th a t the m a rk e t ’s P E  ra t io , 2 1 .4 3 , was 
h ighe r th an  1987 , the d iv idend y ie ld  was 1 .81% , and the price-to-book 
ra tio  at 4 .56 , was also higher than it was in 1987.

A lth ou g h  I do n o t p e rs o n a lly  b e lie ve  as some in v e s to rs  do, th a t  the 
investing  w orld  has changed such th a t the old ind icato rs no longer have 
re levance , I do feel th a t the re  have been some im po rtan t changes in the
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m a rk e tp la c e  th a t  e x p la in  th e  p a ra d o x  o f  how  th is  b u ll m a rk e t  can 
continue moving upward even as these ind icators are in  what used to be 
considered dangerous te rrito ry .

F o r example, stocks’ d iv id e n d  y ie ld  is indeed at o r n ea r h isto rica l lows, 
bu t th is  is not a la rm in g  fo r  co rp o ra tion s  a re  fin d in g  th a t ra th e r  th an  
spinning cash o ff to investors in the form  o f dividends as they have in the 
past, they can b ring  better va lue to the ir shareho lders by using th a t cash 
to acquire o the r companies, buy back th e ir own stock, o r in vest in other 
projects tha t bring a h igher net p resent va lue to th e ir shareho lders when 
compared to a payout o f dividends.

P r ic e /E a rn in g s  ra tio s , ano ther s ta tis tica l m easu re h is to ric a lly  used to 
gauge the value and hea lth  o f the equity m arkets , have moved up beyond 
20, ra is ing  m any eyebrows -  the S&P 5 00 ’s PE  was app rox im ate ly  21 .44  
when the S& P 500 reached its high point o f 816 .29  on Feb. 18, 1997. Yet it 
has been h ighe r be fo re , fo r  exam p le , it h it 2 6 .1 2  in  1991  and 2 2 .8 2  in 
1992 , but w ith the cu rren t m a rk e t pu llb ack , the PE  fo r the S& P 500 is 
now about 19.7, and the PE  based on projected 1997 corporate earn ings is 
about 18.8 , both considered to be much c loser to the typ ical ra tio , though 
at the higher end o f the norm al range.

The U .S . economy, too, has changed, hav ing  to ta lly  rem ade i t s e lf  since 
1 980 , going from  the one o f  the w o r ld ’s le a s t p roduc tive  to one o f  the 
w o rld ’s m ost p roductive econom ies. Th is h ighe r le v e l o f  p roductiv ity  is 
h a v in g  a p ro fo u n d , p o s it iv e  e ffe c t upon the  econom y and  c o rp o ra te  
earnings, thus helping move companies’ stock prices to h igher levels.

M any  s tock  m a rk e t  w a tch e rs  a t t r ib u te  m uch o f  th e  s tock  m a rk e t s ’ 
peiform ance over the past two years to tremendous cash in flow s from  the 
demographic cohort known as the “Baby Boomers.” These ind iv idua ls have 
made the ir m ajor purchases -  houses, cars, appliances, etc. -  and are now 
in the period in th e ir lives when th e ir d isposal income is a t its g reatest. 
A dd itiona lly , they are now rea liz ing  that re tirem en t is not th a t fa r  away, 
and they feel tha t Social Security m ay not be able to support them in the 
lifesty le  to which they have become accustomed.

The conventional wisdom is tha t Boomers, w ith re tirem en t in m ind, have 
been d irecting ever increasing amounts o f th e ir income into stock m utua l
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funds, intending to keep the investm ents fo r the long hau l. Additiona lly , it 
is thought, backed by su rvey in fo rm ation , th a t these investo rs are much 
m ore savvy th a t p rev iou s ly  be lieved , hav ing  watched m a rke t recoveries 
from  the 1 987  and 1 989  c o rre c tio n s , h a v in g  h e a rd  th a t  in v e s tin g  in 
equities is a long te rm  investm en t decision, and unde rstand ing  th a t fo r 
g re a te r long  te rm  re tu rn s  one has to accept g re a te r sh o rt and medium  
term  vo la tility .

F u rth e rm o re , it  appears th a t the equ ity m a rke t has, in fact, experienced 
th ree o r fo u r “ ro llin g  corrections” over the past two years where investors 
h a ve  ro ta t e d  th e i r  in v e s tm e n ts  f r o m  one s e c to r to  a n o th e r  w hen 
va lu a tion s  were perceived to have became too high and un su sta in ab le . 
T h is  h a s  h app en ed  tw ice  to  th e  te c h n o lo g y  s e c to r , w ith  a s im i la r  
occurrence in the energy sector and in  sm a ll cap stocks. The bright side o f 
th is, though, is th a t each o f these ro llin g  corrections has taken  some o f the 
worrisome fro th  out o f the m arket, giving it a chance to consolidate before 
moving higher.

E ven  so, th is  m ay n o t be a tim e to v a s t ly  in c re a se  on e ’s exposu re  to 
equities; va lu a tion s a re high now and the re  are questions now about the 
p o te n t ia l fo r  h ig h e r fu tu re  in f la t io n  and  w h e th e r fu tu re  c o rp o ra te  
e a rn in g s  w ill indeed con tinue to in c rease . Y e t i f  p rices dec line much 
fu rth e r , the va lu a tion s  m ay become low  enough th a t a com pe lling  case 
cou ld  be m ade fo r buy ing  in to  the m a rk e t and in c re a s in g  o u r tac tica l 
a llocation to equities.

W e m ust keep  in  m ind , h ow eve r, th a t  o v e rv a lu e d  m a rk e ts  can s tay  
ove rva lued  fo r yea rs and corrections do not a lw ays look  lik e  steep drop- 
offs. Corrections can sim p ly be p lateaus and trad ing ranges that securities 
reach and stay in fo r months o r even years.

As fo r  s to ck  m a rk e t  v o la t i l i t y ,  w h ile  th e  s to ck  m a rk e t  has become 
increasing ly vo la tile  in the past severa l months, it has on ly reverted back 
to a m ore n o rm a l, a lb e it h igher, leve l o f v o la t i lity . Thus, the U .S . equity 
m arket now moves more qu ick ly and sign ifican tly  up o r down, both in tra ­
day and in ter-day , yet while the absolute price movement number may be 
la rg e , the re la t iv e  percentage o f  m ovem ent up o r down is much less at 
these  h igh  le v e ls  in  the m a jo r  ind ices as the ta b le  on the n ex t page 
illu stra tes :
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A 100 Point Move A 10 Point Move We have witnessed increased 
v o la tility  on the upside since 
la s t  sum m e r w hen we la s t  
saw  a s iza b le  d ow nd ra ft in 
the m arke t. O f course, there 
were ana lysts  a t th a t tim e -  
Ju ly  -  ca lling  fo r investors to 
m ove o u t o f  e q u it ie s  in to  
cash and  o th e r  a s se ts , y e t 
o n c e  t h e  m a r k e t  h a d  
b o t t o m e d  o u t ,  d o w n  
anywhere from  7%  fo r la rge 
cap to 16%  fo r  sm a ll cap, it 

re sum ed  its  upw ard  m om en tum , re g a in in g  its  lo ss  and  th en  m ov ing  
beyond to new highs. Those who exited the m arke t and did not reen te r in 
a tim e ly  fashion, lost out on the upside the m arket has enjoyed since. The 
chart below shows the movement o f the S&P 500 fo r the past year.

With Dow 
At

% Move In 
the index

With S&P % Move.Jn 
500 At the Index

1 ,0 00 1 0 . 0 % 1 0 0 1 0 . 0 %

2 , 0 0 0 5 . 0 % 2 0 0 5 . 0 %

3 . 0 0 0 3 . 3 % 3 0 0 3 . 3 %

4 , 0 0 0 2 . 5 % 4 0 0 2 . 5 %

5 , 0 0 0 2iQ% 5 0 0 _ ~ 2 . 0 % ~

' 6 , 0 0 0 1 . 7 % 6 0 0  ~ 1 . 7 %

7 , 0 0 0 1 . 4 % 7 0 0 1 . 4 %

8 , 0 0 0 1 . 3 % 8 0 C T 1 . 3 %

9 , 0 0 0 1 . 1 %  ~ 9 0 0 1 . 1 % '

1 0 , 0 0 0 1 . 0 % 1 ,0 00 1 . 0 %
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This points out a fundamental issue, it is difficult to time the market: yoh 
have to be right not once but twice to succeed. You have to be right about 
your exit point, but you have to also be right about your reentry point as 
well. Historically, investors who are tactical asset allocators, also known 
as market timers, have had portfolio returns that are significantly below 
those of investors who maintain an asset allocation based on a longer term 
investing time horizon and who move assets with less frequency.
That does not mean that I propose that we stick our head in the sand and 
ignore market conditions, rather I believe we have been directed, through 
our current asset allocation, adopted by a Board of Trustees who have 
stated their long term investment horizon, to maintain that allocation 
discipline even in the face of adverse short term market conditions.
However, in recognition of unfavorable short term market conditions, the 
Board of Trustees-mandated asset allocation does have control bands 
around each asset target that give us the option to tactically increase or 
decrease our weighting of a particular asset class relative to an alternative 
when we feel that i t ' •> appropriate to do so.
These control bands also direct staff to trim positions when an asset class 
increases in value at faster rate than other APFC investments and 
exceeds its control band’s upper limit. This rebalancing both preserves 
gains and Board of Trustees-mandated asset a llocation and 
diversification.
As of the close of business April 2, the APFC has 34.6% of its investments 
in domestic equities and 12.1% in international, for a total allocation to 
equities of 46.7%. According to Resolution 96-4, the allocation to equities 
is 48%, +2%/-3%. The suballocation to domestic equities is 36% ± 4%, and 
the suballocation to international is 12% ± 4%. Therefore, the APFC is 
within its control bands for equity investments, and it is already 
underweighted domestic equities, at 34.6%, relative to its target of 36%.
A dramatic move to cash by APFC staff would take the allocation to 
domestic equities below the lower limit of its control band, and, in effect, 
have staff override a Board of Trustees asset allocation decision, thus 
setting a historic precedent. However, with management’s emphasis on 
frequent communication with the Board of Trustees and its desire to
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obtain Trustees’ concurrence on actions of major importance to the Fund, I 
seriously doubt such a large amount of assets would be moved from one 
asset class to another without Board of Trustees’ approval.
The alternative would then be for staff to go to the Board and recommend 
the Board adopt a measure calling for a move from equities to cash -  an 
asset with no allocation to it currently. Such a move could potentially have 
a tremendous detrimental effect on the long term total return of the Fund, 
as the Fund’s new expected total return would potentially be less than its 
current expected total return target, due to a higher allocation to cash, a 
lower yielding asset historically.
Staff then has a difficult challenge, in between Board of Trustees asset 
allocation reviews, it must watch the markets and monitor extraordinary 
investing environments when they appear in light of their potential effect 
on both short term and long term returns, constantly balancing the 
probable net result of recommending the Board of Trustees maintain the 
existing asset allocation versus recommending the implementation of one 
of various alternative allocations.

S u m m a r y

The primary emphasis in all Fund decision-making is maintaining the 
safety of Fund principal, with maximizing the return on its investments 
an important but secondary consideration. So, the APFC has capital 
preservation as a primary mandate, thus leading to its conservative 
investment philosophy and investing practices. The APFC’s current asset 
allocation and portfolio diversification is a direct result of this mandate, 
and is recognized as prudent management practice. Additionally, we must 
remember that one of the primary benefits of asset diversification is that 
the Fund is protected from severe price movements within single asset 
classes.
It is my sincere hope that the move by the Alaska i '.ii jav»o^f r’ . pit a I 
Management Company is ultimately a successful strategy. Certainly its 
staff called the move down quite well, however, the company’s investment 
committee must move hack into the market equally successfully at an 
opportune time if it wishes to preserve the gains it booked.

♦ ♦ ♦



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

R e s o l u t i o n  o f  t h e  B o a r d  o f  T r u s t e e s  o f  t h e  A l a s k a  P e r m a n e n t  F u n d  
C o r p o r a t i o n  P e r t a i n i n g  t o  A s s e t  A l l o c a t i o n  G o a l s  f o r  t h e

P e r i o d  1 9 9 7 - 2 0 0 0

R e s o l u t i o n  9 7 - 6
(This Resolution supersedes portions of Resolution 94-6 pertaining to sub-allocations of International Equities and

Domestic Equities.)

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.

I n v e s t m e n t  P h i l o s o p h y

• 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.

• 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.

L o n g - T e r m  G o a l s

• Protect the principal of the Fund.

The Prudent Investor Rule applies to all investments.

• 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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B e I t  R e s o l v e d :

THAT the Board of Trustees adopts (1) the capital market u tu rn s  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

'■’’Includes an allocation of $300,000,000 for Alaska Financial Institutions' Certificates of 
Deposit.

1% is anticipated in REITs and mortgages.

F u r t h e r  R e s o l v e d :

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.

R e so lu t io n  97-Ci

I’ago 3



F u r t h e r  R e s o l v e d :

T 1 I A .  r  p o l i c y  c o n t i o l  b c i n d s  o s  s e t  o u t  b e l o w  w i l l  p r o v i d e  s t a f f  n n d  c i j u i t y  i u < i n n g c r s  

f l e x i b i l i t y  i n  t a c t i c a l l y  m a n a g i n g  F u n d  a s s e t s  w h i l e  a t  t h e  s a m e  t i m e  m a i n t a i n i n g  t h e  
p u r p o s e  a n d  i n t e n t  o f  t h e  A s s e t  A l l o c a t i o n  P l a n :

C O N T R O L  R A N D S  

D o m e s t i c  E q u i t y :  Asset Allocation 34% ± 4%

By Style:" V a l u e  P o r t f o l i o s  

G r o w t h  P o r t f o l i o s

% of Domestic Equities
5 0 %

5 0 %

Control lionet

4 0 - 6 0 %

4 0 - 6 0 %

* Passive portfolios will be evenly split between value and growth for compliance 
measurement.

Cap Size:

% of Domestic %  of Large
Eauities Cap Portfolio Control Band

L a r g e  C a p  P o r t f o l i o s so% 70-90%.
Active Portfolios 55%. 50-60%.
Passive Portfolios 45%. 40-50%,

% of Domestic % of Smaller
Eauities Cap Portfolio Control Band

S m a l l e r  C a p  P o r t f o l i o s 20%. 10-30%,
Active Portfolios 65%. 55-75%.
Passive Portfolios 35%o 25-45%.

I n t e r n a t i o n a l  E q u i t y :** Asset Allocation 14% ±  4%

% of International %  of Developed
Equities Portfolio Control Point

Market: D e v e l o p e d  8 5 %  7 0 - 1 0 0 % )

Active Portfolios 65%.+  5 5 - 7 5 % .

Passive Portfolios 35%.  2 5 - 4 5 % .

E m e r g i n g  M a r k e t s  15%.  0 - 1 5 % .

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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F u r t h e r  R e s o l v e d :

T H A T  t h e  E x e c u t i v e  D i r e c t o r  s h a l l  d e v e l o p  a n d  i n i t i a t e  a n  i m p l e m e n t a t i o n  p l a n  w h i c h  

w i l l  i n c l u d e  d e t a i l e d  m a t t e r s  s u c h  a s ,  b u t  n o t  l i m i t e d  t o ,  f u n d i n g  s c h e d u l e s ,  a s s e t  s h i f t s ,  

b e n c h m a r k s ,  p e r f o r m a n c e ,  s t y l e  e f f e c t s ,  a n d  m a n a g e r  r e l a t i o n s h i p s  a n d  s h a l l  r e p o r t  t h i s  

p l a n  t o  t h e  B o a r d  a t  t h e  n e x t  r e g u l a r l y  s c h e d u l e d  m e e t i n g  a f t e r  t h e  a d o p t i o n  o f  t h i s  

R e s o l u t i o n .  A d d i t i o n a l l y ,  s t a f f  s h a l l  p r o v i d e  p e r i o d i c  w r i t t e n  a n d  o r a l  r e p o r t s  t o  t h e  

T r u s t e e s  o n  t h e  s t a t u s  o f  t h e  i m p l e m e n t a t i o n  p l a n  u n t i l  t h e  p l a n  i s  c o m p l e t e d .

A p p r o v e d  a n d  A d o p t e d  b y  t h e  B o a r d  o f  T r u s t e e s  o f  t h e  A l a s k a  P e r m a n e n t  F u n d  

C o r p o r a t i o n  t h i s  2 4 t h  d a y  o f  A p r i l ,  1 9 9 7 .

Chair, Board of Trustees
Alaska Permanent Fund Corporation

A t t e s t :

Byron I. Mallotl, Corporate Secretanj

Resolution 97-6
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J L f a s ^ a  S t a t e
District A d d r e s s :

145 Main St. Loop; Ste. 226 
Kenai, A K  99611 
(907) 283-2690 

fax 283-9267

C om m it tee  Membership 
Senate Finance 
Senate Resources 
Senate Rules
Legislative Budget & Audit Senator Jo fin Jorgerson

S.assiflflAddi:e.ga;
State Capitol: R o o m  514 
Juneau, A K  99801-1182 

(907) 465-2828 
fax 465-4779

S p o n s o r  S t a t e m e n t

SB 124: Charitable Gamina Salmon & Race Classic
T his  leg is la tion  a m e n d s  A S  0 5 .1 5 .1 0 0 (a )  by including ra c e  c la s s ic s  a s  o n e  
of t h e  g a m e s  of skill a n d  c h a n c e  w h ich  m u n ic ip a l i t ie s  o r  q u a l i f ie d  
o rg a n iz a t io n s  a re  a llow ed to  c o n d u c t .  T h e  p u rp o s e  of th is a m e n d m e n t  is to 
a u th o r iz e  a  c la s s ic  for th e  S e w a r d  Mt. M a ra th o n  R a c e ,  to  b e  o p e r a t e d  by 
th e  S e w a r d  C h a m b e r  of C o m m e rc e  C o n v en tio n  & Visitors' B u re au .

It a ls o  a m e n d s  A S 0 5 .1 5 .6 9 0 (4 0 )  by e x te n d in g  th e  definition of a  s a lm o n  
c la s s ic  to inc lude  th e  S e w a r d  S ilver S a lm o n  D erby  C la s s ic  a n d  th e  S te rling  
A rea  S e n io r  Citizen 's, Inc. S o c k e y e  S a lm o n  C ro ss in g  C lass ic .

Both th e  S e w a rd  C h a m b e r  of C o m m e rc e  C o n v en tio n  & Visitors' B u re a u  a n d  
th e  S te r l in g  A re a  S e n io r  C itizen 's ,  Inc., a r e  non-profit  c o rp o ra t io n s .  Both 
en ti t ie s  p rov ide  a  v a lu a b le  co m m u n ity  se rv ic e  a n d ,  like m a n y  local s e rv ic e  
o rg a n iz a t io n s ,  th ey  a re  s e a r c h in g  for w a y s  to s u p p le m e n t  the ir  r e v e n u e s .

P ro v id in g  t h e s e  p o te n t ia l  r e v e n u e  v e h ic le s  will a s s i s t  t h e s e  s e r v i c e  
o r g a n iz a t io n s  in th e  c o n t in u a t io n  of th e  s e r v i c e s  th e y  p ro v id e  for th e ir  
r e s p e c t iv e  com m un ities .

SS: S B  124 S(STA): 3/18/97: mj

'Rspresentitifl tfie <Peninsitfa



J l C a s f a  S t a t e  L e g i s f a t u r e
Dis t r i c t .Address :

145 Main St. Loop; Ste. 226 
Kenai, A K  9961 1 
(907) 283-2690 
fax 283-9267

C o m m i t t e e  M e m b e r s h i p  
Senate Finance 
Senate Resources 
Senate Rules
Legislative Budget & Audit Senator Jo fin J'orgerson

SassionAddress:
State Capitol: R o o m  514 
Juneau. A K  99801-1182 

(907) 465-2828 

fax 465-4779

S e c t i o n a l  A n a l y s i s

SB 124: Charitable Gaming Salmon & Race Classic

(A) N ew  su b se c t io n  "A" to  r e n u m b e r  for add itions  (B) a n d  (C);
(B) N ew  su b se c t io n  a n d  la n g u a g e  au thoriz ing  a  S e w a rd  Silver 

S a lm o n  D erby C lassic ;
(C) N ew  su b s e c t io n  a n d  la n g u a g e  au thoriz ing  a  Sterling A re a  

S e n io r  C itizen 's , Inc. S o c k e y e  S a lm o n  C ro ss in g  C lass ic .

S e c t i o n  5 :  A m e n d s  A S 0 5 .1 5 .6 9 0  by inserting n ew  s u b s e c t io n  ($% )
which d e f in e s  a  "race classic".

S e c t io n s  6-8: T h e s e  bill se c t io n s  a m e n d  a  1995  s e s s io n  law. T h e y  a re
n e c e s s a r y  d u e  to th e  s u n s e t  or r e p e a le r  p rov ided  in ch . 13, SLA 1995. T h a t  
s e s s io n  law prov ided  for m u sh in g  s w e e p s t a k e s  a n d  for th e  s u n s e t  of th o s e  
s w e e p s t a k e s  in 2000 . T h e  s u n s e t  w a s  a c c o m p l ish e d  by hav ing  s e c t io n s  2, 
4, a n d  6 of th e  s e s s io n  law tak e  effect in th e  y e a r  200 0 . B e c a u s e  th o s e  
s e c t io n s  a r e  going  to b e  re p e a le d  a n d  r e e n a c te d  in 200 0 , it is n e c e s s a r y  to 
a m e n d  th e  s e s s io n  law to include  a n y  in te rven ing  a m e n d m e n ts  to  t h o s e  
s e c t io n s  to avoid  th e  rep e a l  of in te rvening  a m e n d m e n ts  - like th is  o n e  for 
"race  c lass ics" .

SA: S B  124 S(STA): 3/18/97; mj

S e c t i o n  1: A m e n d s  A S 0 5 .1 5 .1 0 0 (a )  by inserting "race  c la ss ic s" .

S e c t i o n  2 :  A m e n d s  A S  0 5 .1 5 .1 1 5(c) by inserting "race  c la ss ic s" .

S e c t i o n  3 : A m en d s  A S 05 .15 .18 0 (b )  by inserting "race  c la ss ic s" .

S e c t i o n  4 :  A m e n d s  A S 0 5 .1 5 .6 9 0 (4 0 )  by inserting:

‘R fprcsentiiy tfie 'Kjuiai <Peninsula





1 9 8 6 - 8 7  R L P .  S a v i n g s

State
School D istricts 
Politica l Subdivisions 
University o f A laska
Totals

1989-90 R L P . Savings

State
School D istricts 
Political Subdivisions 
University o f Alaska

Sources Feb rua ry  1989 Legislative Audit, and
Retirem ent and Benefits Statistics A?..,

- <7.

# Participants Savings
1,095 $ 14,448,520

603 31,182,600
412 4,756,800
217 22.305.400

2,327 $ 72,693,320

.0

Source -1991 Legislative Audit
# Participants Savings

739 $ 6,033,100
748 10,016,000
132 2,617,900
145 4.317.S00

Totals 1,764 $ 22,984,800



Status Report on Approved fR '
RIP Plans

R e t i r e m e n t  I n c e n t i v e  P r o g r a m  R  R C  R I V !;. iJ

Ojj ■ • j \
■ ’ .
■ Department/Agency

Total:, 
in.Departmeht 

: >• (Full Time)
Positions In 
RIP Plan(s)

Positions .
Deleted 

. In Plan1

Positions /  : 'R ; : : Can Be 
Downgraded Hold Open At Refllled - 
:' '••• in Plan' Least 3 Months. No Delay

Application 
• .Period

; * . Must
‘ ‘ Retire by

Applications
Received

..(•t Ol 2/1/97)

‘ Retired 
To Date
(by 2/1/97)

Administration 1,091 12 3 2 3 2 multiple plans mult, plans 4 2

AIDEA 32 3 2 3 2/1/97-3/31/97 9/1/97

Commerce 390 15 1 1 1 13 1/10/97 • 2/28/97 6/30/97 3 0

Community and Regional Affairs 171 5 1 1 4 multiple plans mult, plans 1 1

Corrections (Corr. & Probation Officers) 1,352 238 234 1/13/97-2/12/97 7/1/97 24 11

Education 463 42 1 6 41 3/17/97-4/17/97 7/1/97

Environmental Conservation 483 23 2 9 17 1/16/96 - 2/15/97 7/1/97 1

Fish and Game 757 24 6 18 18 11/7/96- 12/31/97 5/1/97 19 4

Governor's Office 178 2 1 2 12/2/96 - 1/20/97 7/1/97 1 1

Health and Social Services 2,049 69 15 2 54 multiple plans mult, plans 12 6

Labor 645 44 7 37 11/3/96- 12/2/96 1/1/97 11 11

Natural Resources 569 26 4 7 "2 multiple plans mult, plans 12 9

Revenue 791 3 2 1 1 9/1/96 - 9/30/96 3/1/97 2 1

Public Safety 869 59 3 59 3/8/97 - 4/8/97 6/30/97

Transportation and Public Facilities 2,704 95 45 50 2/18/97 • 3/19/97 7/1/97 4

(DEPARTMENT TOTALS 12,544 660 41 53 50 557 94 461
University of Alaska 
Legislature 
Court System

3,469
224
653

481
17
81

1
11/11/96 - 12/31/96 

1/16/97 • 2/28/97

6/30/97
12/1/96
7/1/97

101
10
16

26
10
3

(GRAND TOTALS 16,890 1,239 221 85 |

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.

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

Olfico ol  Managomonl nnd Budgot



R E T I R E M E N T  I N C E N T I V E  P R O G R A M  
S T A T U S  R E P O R T  

F e b r u a r y  2 7 ,  1 9 8 9

. o r O  \ \  -

E m p l o y e r
E l i g i b l e  o ' 1 - i C / e s i g n a t e d  

B y  A g e / S v c  B y  E m p l . '0 R e t i r e

G o v e r n o r ' s  O f f i c e 3 0 5 5
A d m i n i s t r a t i o n 2 2 9 1 7 4 1 0 1
L a w 4 1 1 8 1 1
R e v e n u e 5 5 2 9 2 3
E d u c a t i o n  -  P E R S 7 2 7 1 2 8
E d u c a t i o n  -  T R S 3 8 3 6 1 9
H e a l t h  &  S o c i a l  S v c .  . 3 3 5 3 0 4 1 5 0
L a b o r 1 4 7 1 3 8 5 4
C o m m e r c e 8 8 5 5 2 8
M i l i t a r y  A f f a i r s 2 9 6 4
N a t u r a l  R e s o u r c e s 1 6 0 1 3 9 6 5
F i s h  &  G a m e 1 6 0 1 4 3 7 8
P u b l i c  S a f e t y 1 9 3 1 8 2 1 0 1
E n v i r o n m e n t a l  C o n s v . 3 6 3 4 1 2
C o r r e c t i o n s 1 5 4 1 3 9 3 8
C o m m .  &  R e g i o n a l  A f f . 2 1 1 8 7
T r a n s p o r t a t i o n 8 5 4 8 0 9 3 5 5
O m b u d s m a n 1  ’ 0 0
L e g i s l a t i v e  A f f a r s 5 3 2 0 1 3
L e g i s l a t i v e  F i n a n c e 2 0 0
L e g i s l a t i v e  A u d i t 5 3 3
C o u r t  S y s t e m 9 8 0 0

T o t a l  S t a t e  P E R S 2 7 6 2 2 2 8 7 1 0 7 6
T o t a l  S t a t e  T R S 3 8 3 6 1 9

U n i v e r s i t y  o f  A k  -  P E R S 3 2 5 3 1 9 1 0 7
U n i v e r s i t y  o f  A k  -  T R S 3 7 2 3 4 9 9 5
G e o p h y s i c a l  I n s t  -  P E R S 2 7 2 7 7
G e o p h y s i c a l  I n s t  -  T R S 3 8 3 5 8

T o t a l  U n i v e r s i t y  -  P E R S 3 5 2 3 4 6 1 1 4
T o t a l  U n i v e r s i t y  -  T R S 4 1 0 3 8 4 1 0 3

T o t a l  P o l y  -  S u b s  P E R S 2 6 6 1 1 2 7 2 4 1 2

T o t a l  S c h l  D i s t s  T R S 1 7 7 3 1 6 6 8 6 0 3

G r a n d  T o t a l  P E R S 5 7 7 5 3 9 0 5 1 6 0 2
G r a n d  T o t a l  T R S 2 2 2 1 2 0 8 8 7 2 5

O v e r a l l  T o t a l 7 9 9 6

H W

i f
5 9 9 3  ' v 2 3 2 7

m o



L E G A L  S E R V I C E S

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

M E M O R A N D U M  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. C ra m e r^ ^ ^ ^ ^
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 of this 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:glc 
97-191. glc



S e n a t o r  J i m  D u n c a n
Alaska State Legislature

Alaska State Senate ■
State Capitol • Room 119 • Juneau. Alaska 99801-1182 • (907)465-4766 • Fax 465-4748

SPONSOR  STATEMENT 
SB  1 2 9

R E T IR E M E N T  IN C E N T IV E  P R O G R A M  

5  Y EA R  SA V IN G S CALCULATION F O R  S T A T E  EM PL O Y E E S

SB  129 amends the p rovisions o f the Retirem ent Incentive P rogram  for 
sta te  employees to a llow  five years to be considered in  ca lcu la ting the 
cost and savings o f the program .
In  th is time o f budget cutting, any tool to downsize government in a 
hum ane and ra tiona l way shou ld  be made availab le to the 
Adm in istra tion . The pu rpose o f the Retirem ent Incentive P rog ram  is 
to a llow  sen io r employees the opportun ity  to re tire , ra th e r th an  laying 
o ff (rifflng j ju n io r  employees as n o rm a lly  happens in times o f declining 
revenues. This proves to be cost effective fo r the state, and beneficia l 
to the retirees who chose to participate since they receive a th ree year 
c red it tow ards the ir re tirem ent. It is a lso  benefic ia l to the employees 
w ith less seniority who rem ain on the jo b  ra th e r than  being la id  off.
C u rren tly  the a llow ab le savings ca lcu la tion  on ly  includes three years 
experience even though savings u sua lly  extends fo r five o r m ore years. 
The re su lt is that m any  ind iv idua ls are n o t eligible to participate due to 
the three yea r counting period in cu rren t statu te . I know  o f a  num ber 
o f po ten tia l retirees who are ineligible due to a  net cost o f $ 1 5 .0 0  to 
$ 5 0 0 .0 0 . W ith the five year ca lcu lation  in place, these ind ividua ls 
w ou ld  qua lify  to participate.
S ince the Retirem ent Incentive Program  fo r state employees began in 
J u n e  30 . 1996 , on ly  51 state employees have re tired  unde r the 
p rog ram . W ith a five yea r window fo r ca lcu la tion  o f savings, m any more 
sta te  employees v o u ld  become eligible, resu lting  in a much la rger 
savings in cost to the state.
It is d ifficu lt to com pare ea rlie r Retirem ent Incentive P rog ram s with 
the cu rren t program  in which State agencies m ay request a num ber o f 
w indow  periods p rio r to the end o f the p rog ram  in  Ju n e . 1999 . 
However, a  look  a t the fo llow ing statistics and anecdota l statem ents 
from  high level adm in istra tion  offic ia ls indicate the p robab ility  that the 
num be r o f designated employees may on ly  doub le by the end o f the 
p rog ram .

M a r c h  1 8 .  1 9 9 7



P a g e  2 M a r c h  1 8 ,  1 9 9 7

R IP
PROGRAM

Eligib le by Designated to %  Tota l
Age o r Partic ipate
Serv ice

8 6 -8 7  S tate 2 8 0 0
8 9 -9 0  S tate 2 9 4 9
9 6 -9 9  S tate 6 2 0 0

2 3 2 3
2 5 6 9
5 8 2

8 2
8 7
9 .4

I f  th a t is true , then the tota l percentage o f employees poten tia lly  
e lig ib le who are ac tu a lly  designated to participate w ill rise on ly  to 
1 8 .8 . This compares with 8 2  and 8 7  percent in the 1 9 8 6 -8 7  and 
1 9 8 9 -9 0  p rog ram s respective ly .
Based  on  th is in fo rm ation , it is c lear th a t the three year ca lcu la tion  o f 
savings is severely lim iting partic ipation  in  the program . The two 
p rev ious Retirem ent Incentive P rogram s both used the 5 yea r savings 
ca lcu la tion  proposed in SB  129.
The 1 9 8 7 -8 8  p rogram  saved state governm ent $ 1 4 .5  m illion , and the 
1 9 8 9 -9 0  program  saved a  little  m ore than  $ 6  m illion . W ith increased 
partic ipation  b rought about by the amendments in SB 129. I am  
hope fu l we w ill achieve at least the savings realized in 1 98 9 -9 0 , i f  not 
m ore .





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

A l a s k a  D e p a r t m e n t  o f  R e v e n u e

Incom e and  E xc ise  A u d it  D iv is ion

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 1 and 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 bill.



Alaska Department of Revenue 
Income and Excise Audit D ivision 

Projected Revenue Decreases from the Small Business Tax Credit

Small Business Tax Credit 
March 4, 1997 
0-GB0097.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). For 
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.

Number FY 98 FY 99 FY 00 F Y O i FY 02 FY 03*
Credits for Corp. with >$20,000 Liab. 59 ($590,000) ($590,000) ($590,000) $0 $0 $0
Credits for Corp. with $10,0000-20,000 Liab. 61 ($438,265) ($438,265) ($438,265) ($183,000) $0 $0
Credits for Corp. with $1,000 - 9,999 Liab. 532 ($873,912) ($873,912) ($873,912) ($873,912) ($873,912) $0
Credits for Corp. with $100 - 999 Liab. 696 ($135,758) ($135,758) (i, 135,758) ($135,758) ($135,758) $0
Credits for Corp. with $1-$99 Liab. 1113 ($17,408) ($17,408) ($17,408) ($17,408) ($17,408) $0

Total Credits 2461 ($2,055,343) ($2,055,343) ($2,055,343) ($1,210,078) ($1,027,078) $0

* Sunsets after 3 years with a 2 year carry forward

prepared by Brett Fried
i smbus xls 3/4/97 4 14 PM



L E G A L  S E R V I C E S

(907) 465-0867 or 465-2450
FAX (907) 465-2029
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA

M E M O R A N D U M March 24, 1997

130 Seward Street, Suite 409Juneau, Alaska 99801-2105

SU BJECT: 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)

f

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



(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 credit: The credit "may not exceed 50 percent o f the 
taxpayer's tax liability under [AS 43.20]" and must be claimed ahead of other credit that may 
be available to the taxpayer under AS 43.20.

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

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

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

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

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

Subsection (h) 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 qualifying business that is in 
arrears on payments due under the Alaska Employment Security Act (unemployment 
payments) or under a tax levied and collected under AS 43.

Subsection (j) supplies definitions for terms used in the smr.1l business development 
tax credit.
Bill section 3 proposes to repeal the small business development tax credit.
Bill section 4 makes the proposed small business development tax credit retroactive to 
January 1,1997, to allow credits made for qualifying investments at any time in this calendar 
year.
Bill section 5 gives the operative section, the statement o f purpose, and the retroactive 
provision an immediate effective date.

Senator Lyda Green
March 24, 1997
Page 2



Bill section 6 gives the small business development tax credit's repeal provision a December 
1, 2002, effective date. (This strikes me r.a an odd choice of date and wonder whether it 
should read "December 31,2002." Yru may want to check with the administration.)

Senator Lyda Green
March 24,1997
Page 3

JBC:jdr
97-208.jdr





A L A S K A  S T A T E  L E G I S L A T U R E

600 East Railroad Avenue 
Wasilla, Alaska 99654 
(907) 376-3370 
(907) 376-3157 Fax

Interim: Session: 
State Capitol 

Juneau, Alaska 99801-1182 
(907) 465-6600 

Fax (907) 465-3805

SENATOR LYDA GREEN
SENATE DISTRICT N

SB141
REVISIONS TO ALASKA'S CONCEALED HANDGUN PERMIT LAW:

Sm aller, smarter governm ent: less bureaucracy and more clarity for c itizen s

The intent o f SB 141 is simple:
There is no reason the permitted few should be more restricted 
than the unregulated many. Treat people and their handguns 
equally. A ll Alaskans, who are not otherwise prohibited by 
federal or state law from owning or possessing handguns, can 
carry handguns openly in certain places and can carry 
concealed without a permit in certain places. I f  300,000 adult 
Alaskans can legally carry a handgun openly, 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 recognized in state law in 
1994. The Department o f Public Safety has done a remarkable job o f 
ensuring fair and speedy processing o f applications.

However, Alaskans have voiced some complaints on overly 
restrictive and confusing prohibitions and regulations leading to a 
burdensome waste o f time. Many o f these stipulations were 
included in the original legislation due to courteous consideration o f 
the dire predictions o f mayhem in the streets from some members o f 
the legal community and law enforcement. None o f those dire



Senator Lyda Green
SB 141

March 25, 1997
Page 2

predictions has proven accurate during years o f experience and it is 
appropriate to restore equal rights for law-abiding citizens.

For the most part, the law is working. Crime is down. According to 
the information we have from the Department o f Public Safety, o f 
6,000 permittees, not one person has used their concealed handgun 
to 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 anyone from drinking and carrying a concealed handgun, 
some felt that whether one was drinking or not, no concealed 
handguns should be allowed in bars. In the spirit o f compromise, we 
have drafted SB 141 to allow concealed handguns in restaurants 
regulated under AS 04.16.049 and not in bars.

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

I f  SB 141 is passed, the simple effect would be that anywhere you 
can carry a handgun openly (which you can do without training, 
without background checks, without fingerprinting, and without a 
permit) you will be able to carry a permitted concealed handgun.

The existing 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 o f the bill make several things much clearer 
and easier to enforce. I f  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 regulating Alaskan permit holders. In addition, 
Section 12 requires that the visitor must, within 90 days, inform the 
Depar'ment o f Safety o f 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 o f Americans as 
requested by SJR14, which supports legislation in the U.S. Congress
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seeking nation) vde recognition o f concealed carry permits issued by 
any government agency or subdivision.
Sections 1 an d  2 improve definitions and still attempt to permit a
municipality or village to prohibit possession o f concealed handguns.
Sec tion  2 does not change existing law making bars o ff limits to 
concealed handguns, but does allow access to restaurants identified 
under AS 04.16.049. I f  the Alcohol Beverage Control Board finds 
that a business, or a specific area o f a business, is not a bar you will 
be allowed to carry concealed.
Sections 3 a n d  6 ensure that the applicant for a permit receives a
copy o f state law and regulations and certifies the applicant read 
them .
S ec tion  4 requires the Department to process 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 
permit whenever it receives information from checking 
fingerprinting making the permittee ineligible. This conforms statute 
to what is actually being done already in practice.

S ec tion  5 simplifies for law enforcement and for citizens the 
standards fo r qualifications to apply for a permit.
Under existing law, ;n order to carry openly you must be 21 years o f 
age or older and be allowed by state or federal law to own or possess 
a handgun.
Under existing state law, in order to carry concealed during 
recreation activities, in your dwelling, in your business, where you 
are employed or on land owned or leased by the person (see AS 
11.61.220) you must be 16, and you must be 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. Ii SB 141 is 
passed, in order to do that you must be 21, you must be allowed by 
state and federal law to own or possess a firearm, you must be a 90 
day resident o f 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 o f prohibitions for the fingerprinted, 
trained, permitted carriers make little sense when state law allows 
you to carry openly in those places and federal and state law already 
address who may own or possess a handgun.

Section  7 simply reduces the fees from $125 to $99 fo r initial 
application 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 
a ll.
Section  8 amends language to clearly give the Department the 
authority to immediately suspend permits fo r anyone who is 
ineligible under state or federal law to own or possess a handgun.

Section 10 repeals a long list o f special prohibitions that don't apply 
to open carry or, in some cases, to concealed carry unpermitted. 
Instead, there is a flat prohibition for possession o f a concealed 
handgun wherever federal or state law prohibits possession o f a 
handgun.

Sec tion  11 sets 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 prohibited 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 equally.
There are no examples, apparently, anywhere in the United States, 
where a permittee has used a derringer or "miniature" handgun in a 
crime.
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SUBJECT Sectional Summary o f SB 141. (W.O. 0-LS0706\K)
TO: Senator Lyda Green 

Attn: Tuckerman Babcock
FROM: Gerald P. Luckhaupti)^; 

Legislative Counsel

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 itself is the best statement of its contents.
S ec tio n  1 o f  th e  b ill makes available a new affirmative defense to a chaige of carrying a 
concealed deadly weapon if the person charged was at the time of possession the holder of 
a valid permit to carry a concealed handgun in another state oi political subdivision or was 
lawfully able to carry a concealed handgun in the state where the defendant resides, the 
concealed weapon was a concealed handgun, the possession did not occur in a municipality 
or established village that by local option has banned the possession o f concealed handguns, 
and the defendant was considered a permittee under AS 18.65.748.
Section  2 o f  th e  hill provides a new affirmative defense to a charge of possessing a loaded 
firearm at any place where intoxicating liquor is sold for consumption on the premises to 
a person who is a permittee under AS 18.65.700 - 18.65.790 or is licensed in another state 
or political subdivision or is legally able to carry a concealed handgun in the person's state 
o f residence, when the firearm possessed is a concealed handgun, the possession occurred 
at a place designated as a restaurant under AS 04.16.049 and did not occur in a municipality 
or established ’ tllage that has banned the possession of concealed handguns by local option, 
and the defendant is from another state and has met the requireme its o f being a permittee 
under A S 18.65.748.
S ec tio n  3 o f  th e  b ill requires the department o f public safety to supply a copy of the state 
laws and regulations relating to firearms to each person to whom they provide an application 
for a concealed handgun permit.
Section  4 o f  the  bill requires 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



fingerprint check. I f  the fingerprint results later disclose the applicant is ineligible, the 
permit can be revoked.
S ection  5 o f  th e  bill prohibits the department from using for any other purpose or making 
copies o f fingerprint cards submitted to obtain a permit.
Section  6 o f  th e  bill allows the department in its discretion to issue an emergency concealed 
handgun permit, valid for 90 days, to a victim of domestic violence.
S ec tio n  7 o f  th e  bill rewrites the qualifications to receive a concealed handgun permit.
S ection  8 o f  th e  bill requires an applicant to acknowledge receipt o f a copy of the laws and 
regulations relating to firearms.
S ection  9 o f  th e  bill provides that an honorably retired peace officer who applies for a permit 
does not have to demonstrate competency with firearms.
S ection  10 o f  th e  bill revises the fees the department may charge for new permits, renewals, 
and replacements.
Section  11 o f  th e  b ill revises the circumstances when the department may suspend permits.
S e c tio n  12 o f  th e  h ill provides that a permit holder from another state or political 
subdivision is an Alaska permit holder for purposes o f 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.
S e c tio n  13 o f  th e  b ill revises the list o f places where a permittee may not possess a 
concealed handgun.
S ec tio n  14 o f  th e  b ill revises the penalties for violations of AS 18.65.755(a).
S ec tio n  15 o f  th e  b ill amends the definition o f "concealed handgun" to provide that 
derringers and miniature handguns can be concealed and carried by a permittee.
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Section 16 of the b i l l  provides repealers.


