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455 A la ska  P erm anent  F u n d  and  C orpo rat io n § 37.13.180
Conditional repeal o f subsection (d). — Under solely because the judge or juror mny qualify to 

§ 28, ch. 134, SLA 1992, subsection (d) “is repealed on receive a permanent fund dividend." 
the day that the revisor of statutes certifies to the C r ».«. references. — For transfer of certain in- 
legislature that the Alaska Supreme Court has made come earned by the Alaska permanent fund prior to
a final determination that, in the absence of AS July 1, 1982, to the undistributed income account, see
43.23.045(e), repealed by sec. 29 of this Act, or AS § 15, ch. 81, SLA 1982.
37.13.145(d), added by sec. 19 of this Act, no judge or Effect o f am endm ents. — The 1992 amendment,
juror is disqualified from serving as a judge or juror effective July 1, 1992, rewrote I his section.

NOTES TO DECISIONS

Stated in State, Dep't of Revenue v. Cosio, 858 P.2d 
621 (Alaska 1993); Exxon Corp. v. Heinze, 32 F.3d 
1399 (9th Cir. 1994).

Sec. 37.13.150. C orporation  budget. The revenue generated by the fund’s invest­
ments must be identified as the source of the operating budget of the corporation in the 
state’s operatir. g budget under AS 37.07 (Executive Budget Act). The unexpended balance 
of the corporation’s annual operating budget does not lapse at the end of the fiscal year 
but shall be treated as income under AS 37.13.140. (§ 5 ch 18 SLA 1980; am § 10 ch 81 
SLA 1982; am § 20 ch 134 SLA 1992)

Effect o f am endm ents. — The 1992 amendment, 
effective July 1, 1992, substituted “fund's invest­
ments” for “corporation’s investments.”

Sec. 37.13.100. A udits. The Legislative Budget and Audit Committee may provide 
for an annual post audit and annual operational and performance evaluations of the 
fund’s investments and investment programs. (§ 5 ch 18 SLA 1980; am § 11 ch 81 SLA 
1982; am § 21 ch 134 SLA 1992)

Cross references. — For the responsibilities of the Effect o f am endm ents. — The 1992 amendment, 
Legislative Budget and Audit Committee, see AS effective July 1,1992, substituted “funds investments" 
24.20.206. for “corporation’s investments.”

Sec. 37.13.170. R eports and pubi.^ations. By September 30 of each year, the board 
shall publish a report of the fund for distribution to the governor and the public. The 
hoard shall notify the legislature that the report is available. The report shall be written 
in easily understandable language. The report must include financial statements audited 
by independent outside auditors, a statement of the amount of money received by the 
fund from each investment during the period covered, a statement of investments of the 
fund including an appraisal at market value, a description of fund investment activity 
during the period covered by the report, a comparison of the fund performance with the 
intended goals contained in AS 37.13.020, an examination of the effect of the investment 
criteria of this chapter on the fund portfolio with recommendations of any needed 
changes, and any other information the board believes would be of interest to the 
governor, the legislature, and the public. The annual income statement and balance sheet 
ol the fund shall be published in at least one newspaper in each judicial district. The 
income statement and balance sheet for the two fiscal years preceding the publication of 
l he election pamphlet under AS 15.58 shall be included in that pamphlet. (§ 5 ch 18 SLA 
1980; am § 22 ch 134 SLA 1992; am § 62 ch 21 SLA 1995)

Effect o f am endm ents. — The 1992 amendment, deleted “, legislature,” following “governor” in the first 
Hlective July 1, 1992, substituted “fund” for "corpora- sentence, added the present second sentence, and 
linn" throughout the section. substituted “impact” for "effect" in the fourth sen-

The 1995 amendment, effective August 8, 1995, tence.

Sec. 37.13.180. Tax exem ption. The corporation and the fund are exempt from all 
(axes and assessments in the state. All security instruments issued by the corporation or



§ 37.13.130 P u bl ic  F in an ce 454
in each investm ent exceeds $150,000,000," and made 
a related stylistic change in the introductory lan­
guage, substitu ted  “33 percent’ lbr “60 percent" in
subparagraphs (A) and (B), and substituted “67 per­
cent” for “40 percent" in item (B)(i).

The 1996 am endment, effective June 26, 1996, 
substituted “investm ent grade" for “A or better” in
paragraphs (g)(7) and (g)(19), rewrote paragraph
(i)(4), repenled paragraph (i)(5), and added subsection 
(o).

L eg is la tiv e  h is to ry  re p o rts . — For Senate letter 
of in tent relnted to the 1989 amendments to this 
section by ch. 4, SLA 1989 (CSI1B 69(SA)), see 1989 
Senate Journal 621.

Sec. 37.13.130. Gains and losses. [Repealed, § 13 ch 81 SLA 1982.]

Sec. 37.13.140. Income. Net income of the fund includes income of the earnings
reserve account established under AS 37.13.145. Net income of the fund shall be 
computed annually as of the last day of the fiscal year in accordance with generally 
accepted accounting principles, excluding any unrealized gains or losses. Income avail­
able for distribution equals 21 percent of the net income of the fund for the lact five fiscal 
years, including the fiscal year just ended, but may not exceed net income of the fund for 
the fiscal year just ended plus the balance in the earnings reserve account described in 
AS 37.13.145. (§ 5 ch 18 SLA 1980; am § 8 ch 81 SLA 1982; am § 1 ch 28 SLA 1986; am 
§ 18 ch 134 SLA 1992) '

Effect o f am endm ents. — The 1992 amendment, established under AS 37.13.145. Net income of the” 
effective July 1, 1992, inserted near the beginning nnd substituted “fund" for “corporation" in three 
“fund includes income of the earnings reserve account places.

Sec. 37.13.145. D isposition o f incom e, (a) The earnings reserve account is estab­
lished as a separate account in the fund. Income from the fund shall be deposited by the 
corporation into the account as soon as it is received. Money in the account shall be 
invested in investments authorized under AS 37.13.120.

(b) At the end of each fiscal year, the corporation shall transfer from the earnings 
reserve account to the dividend fund established under AS 43.23.045, 50 percent of the 
income available for distribution under AS 37.13.140.

(c) After the transfer under (b) of this section, the corporation shall transfer from the 
earnings reserve account to the principal of the fund an amount sufficient to offset the 
effect of inflation on principal of the fund during that fiscal year. The corporation shall 
calculate the amount to transfer to the principal under this subsection by

(1) computing the average of the monthly United States Consumer Price Index for all 
urban consumers for each of the two previous calendar years;

(2) computing the percentage change hetween the first and second calendar year 
average; and

(3) applying that rate to the value of the principal of the fund on the last day of the 
fiscal year just ended.

(d) Notwithstanding (b) of this section, income earned on money awarded in or 
received as a result of State v. Amerada Hess, et al., 1JU-77-847 Civ. (Superior Court, 
First Judicial District), including settlement, summary judgment, or adjustment to a 
royalty-in-kind contract that is tied to the outcome of this case, or interest earned on the 
money, or on the earnings of the money shall be treated in the same manner as other 
income of the Alaska permanent fund, except that it is not available for distribution to the 
dividend fund, and shall be annually deposited into the principal of the Alaska 
permanent fund. (§ 9 ch 81 SLA 1982; am § 2 ch 28 SLA 1986; am § 19 ch 134 SLA 1992)

side of the United States” for “in a foreign country' 
and “capital, surplus, and retained earnings” for “cap­
ital nnd surplus" in paragraph (15), nnd added para­
graphs (21) nnd (22); in subsection (h), inserted “or for 
the sale of nondomestic currencies" nnd substituted 
"investments” for "securities"; iind in subsection (i), 
deleted the former first sentence, which was similar to 
the present last sentence, and added the present Inst 
sentence.

The 1992 amendment, effective July 1, 1992, re­
rote this section.
The 1994 amendment, effective May 25, 1994, in 

paragraph (g)(16), inserted “the total vnlue held by 
the fund in each investment does not exceed 
$150,000,000, and, if the total value held Yy the fund
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I voted No last September. I am opposed to KJR49.

H JR49 is a  poor idea from a policy perspective because it takes away the Legislature’s authority 

lo appropriate funds.

HJR49 is a poor idea from a financial perspective for all the reasons that changing to a 

percentage o f  market value distribution is a  better idea. Although there arc no performance 

guarantees with the market value approach, it does remove the dependence on volatile realized 

earnings and offers a more stable dividend distribution based on the real return o f  the Permanent 

Fund investments.

However, the most important consideration of HJR49 is a philosophical one: whether decreasing 

our Permanent Fund dividend should be an option to help bridge our growing Fiscal gap. I 

support a healthy dividend distribution. I think a long range fiscal plan including better control 

o f  government spending and a combination o f  reasonable taxes should be developed before the 

dividend program or the fund’s undistributed income is tapped. However, adjusting the dividend 

should remain a legislative option for balancing personal benefit and Iheeom m on good for all 

Alaskans as other General Fund revenue sources are depleted. Shortchanging funding for 

essential public services o r raising exorbitant taxes in order to sustain a large personal dividend 

does not serve our best interests or the purposes for which the Permanent Fund was established.

M any people who support HJR49 believe it will preserve the value o f  their dividend. There are 

no  guarantees for a  continued high dividend, no matter what formula is applied. Other people 

want the government to keep its hands off the dividend program, no matter how much essential 

public services must be cut. 1 hope that with continued discussion the public will come to 

understand the real fiscal picture and agree to a well-reasoned long-term financial plan that 

controls spending, taps additional sources of revenue including a  combination o f  taxes, and then 

uses Permanent Fund earnings to balance personal and common good for the benefit o f  all 

Alaskans.

Thank you. /  *■/1 ~7

tiO m erz
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202-887-1598

By Overnight Delivery

Mr. James L. Baldwin 
Assistant Attorney General 
Alaska Department o f  Law 
Civil Division

You have requested an update o f the Report (“Report “) that we provided to the 
Alaska Permanent Fund Corporation (“APFC”) approximately 10 years ago, regarding 
the question whether the Fund and APFC are subject to federal taxation. I have 
reviewed the cases and rulings that have been issued since 1988, as well as the statutory 
amendments made tn Title 37, chapter 13 o f the Alaska Statutes, Attorney Gcnerd 
opinions, and the recent annual reports. This letter summarizes and discusses the legal 
developments relating to the central lcgd arguments addressed In our previous report. 
Wc assume for purposes o f this letter that the factual description o f  the Alaska 
Permanent Fund (“Fund") and the APFC contained in the Report aie still applicable, 
apart from the legislative amendments which substituted references to the fiind for 
references to the APFC, and other changes discussed below at page 32.

I. Executive Summary
As before, wc believe that there are three primary arguments supporting the 

position that the income o f the Fund and the APFC arc not subject to federal taxation.

First, it might be argued that the constitutional doctrine o f  implied immunity o f  
state. instrumentalities from federal taxation applies. As w c concluded before, this 
doctrine has been so narrowly construed that it offers only questionable protection. The 
few legal developments under this doctrine have only reinforced our previous 
conclusion.

P.O. B ox 110300 
Juneau, A K  99811 -0300

Re: Alaska Permanent fund Corporation 

Dear Jim:

dc-111890
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Second, we relied on a history of IRS rulings, albeit without judicial authority, to 
argue that income earned by a State or an integral part o f  a State is not specifically 
subjected to State taxation. Since 1988, there has been quite a lot of ruling activity 
related to the integral part doctrine, as well as publication o f the first judicial decisions 
to address it. We believe that these additional authorities strengthen the position that the 
Fund and the APFC arc an integral part o f the state and thus not subject to state taxation.

Third, we argued that, in the alternative, the income is excluded under section 
115 o f  the Internal Revenue Code (‘‘Code”) .1 Section 115 excludes from gross income 
any income that is derived from the conduct o f  an essential governmental function and 
accrues to a State or political subdivision. At the time o f  the Report, there were a 
number o f  older authorities in this area, but there were no recent authorities. Since 
1988, this has been an unusually active area for IRS rulings. Recent case law also has 
addressed this statute, and the IRS has published one ruling o f precedential value. 
Although we believe that these developments continue to support also the position we 
took with respect to the Fund and the APFC, they do indicate that the IRS’s analysis 
increasingly turns on the issue o f private benefit.

In short, we believe that the legal developments in this area in the last 10 years 
reinforce the conclusions reached in our earlier Report.2

F inally , wc note that a number o f the recommendations we made to strengthen 
the Fund and the APFC’s position were subsequently adopted. We felt at the time that 
the practical changes and proposed statutory amendments would substantially reinforce 
the State’s legal position that the Fund and the APFC are integral parts o f  the State and 
that income earned on Fund assets is earned directly by the State. Wc believe that the 
factual analysis in the subsequent cases and ru lin g 3  underscore the wisdom o f such 
actions.

Mr. James L. Baldwin
April 7,1998
Page Two

1 All references to the Internal Revenue Code or the Code are to the Internal Revenue 
Code o f ) 9Rfi a* amended, 2f» I l.S.C. § 1 p.t xeq

1 We have reason to believe that the IRS is currently considering several additional 
private rulings under the integral pan  doctrine and section 115, which may further elaborate on 
the factors that are essential to exemption under the integral part doctrine or exclusion from 
income under section 115. We understand that they  have been controversial, in that they w ere 
previously submitted and rejected and have been resubm itted to the IRS. Wc do  not have 
enough information at this time to  determ ine if  the rulings will add any m eaningful discussion or 
elaboration lu  llie prior rulings'.

dc*l 11890



APR 20 '9 8  1 4 :4 3  FR

n H H n i H M n H H n n n i
I U  B c ' i h m S i y i o H H i S u r  r  , kjo'  j d

M o r r is o n  &  F o e r s t e r  ixr
Mr. James L. Baldwin 
April 7 ,1 ^ 8  
Page Thrc~

I). Constitutional Immunity

The 1988 Repon concluded that the constitutional doctrine o f implied 
intergovernmental tax immunity had been so narrowly interpreted over the years that it 
was unlikely to provide a reliable basis for arguing that any income received by a state 
was immune from federal taxation should Congress choose to impose such taxation. At 
one time, the constitutional doctrine o f  intergovernmental tax immunity held that, as a 
matter o f  constitutional relationship between the federal government and the states, the 
federal government may not tax the sovereign states. This doctrine has been so eroded 
over the years that it is difficult to determine what its remaining scope might be.

During our previous consideration o f this issue, the Supreme Court decided 
South Carolina v. Baker, 485 U.S. 505 (1988), which held (among other rulings) that 
the doctrine o f  intergovernmental immunity did not bar a nondiscriminatoiy federal tax 
on interest earned by holders o f  state government-issued bonds ("[TJhc States have 
never enjoyed immunity from all federal taxes considered to be ‘on’ a State.’1).
Although that case did not deal with a federal anempt to tax a state or state
instrumentality, but rather a state attempt to dealt with a tax on bondholders, the Court i?
offered a sweeping analysis o f  the doctrine o f  intergovernmental tax immunity, a
discussiun which might be characterized as dicta. Although the Court never addressed
the question o f  the “extent to which, i f  any, States are currently immune ffom direct
federal taxation,” 485 U.S. at 523 n. 14, the decision includes the often-quoted caveats
that “at least some state activities have always been subject to direct federal taxation”,
485 U.S. at 523 n.14, and "at least some nondiscriminatory federal taxes can be S
collected directly from the States even though a parallel state tax could not be collected i
directly from the Federal Government.” 485 U.S. at 523.3

Wc concluded that South Carolina, read in conjunction with the Court’s ^
expansive reading o f tine commerce clause in Garcia v. San Antonio Metropolitan £
Transit Authority. 469 U.S. 528 (1985), suggested that the Court recognized few |
restraints on the federal commerce or taxing powers over state activities. Nevertheless, j$
we believed that the Court was likely to conclude that there was a limited set o f  core £
powers o f  sovereignty that would remain immune from the federal taxing power, such 
as state tax revenues, but that there was less comfort that the Court would not approve a

3 The Court defined "directly” with respect to a state tax on the federal government as 
“’when the levy folic on the United States itself or on an agency or instrumentality 60 closely 
connected to the government that the two cannot realistically be viewed as separate entities 
and indicated that the snme definition applied to 0 federal tax on a state. 485 U.S. at 523.

*•111890
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nondiscriminatory tax on other state income, such as investment income. Report at 69- 
76.

The South Carolina case, o f  course, had just been decided at the time o f  our 
prior Report and the impact o f the decision and dicta therein had not yet been 
determined. Since then, there have been approximately half a dozen federal cases 
regarding the intergovernmental tax immunity doctrine, and none have given us a reason 
to alter this conclusion.

Specifically, in a case concerning federal taxation o f investment income o f  
the stale-created Michigan Educational Trust (“M E T ’), a federal district court 
rejected the intergovernmental tax immunity claim on the grounds that the MET was 
not so closely connected to the state that the two could be realistically be viewed as 
separate entities. Michigan v. United States, 802 F. Supp. 120,126 (W.D. Mich.
1992). On appeal, ihc state dropped its intergovernmental immunities cl aim,. The 
6th Circuit eventually ruled that the Michigan Educational Trust was indeed an 
"integral part" o f the state, and thus exempt from federal taxation. Michigan v. 
United States, 40 F. 3d 817 (6th Cir. 1994). The Court noted, however, that “it was 
an appropriate move" for the state to drop its intergovernmental immunities 
challenge because that doctrine had "been severely eroded with the passage o f  time, 
and several years ago the Supreme Court suggested that it is now an open question 
whcdiei there is ‘any’ extent 'to which Stales arc currently immune horn direct non- 
discriminatory federal taxation."" Michigan v. United States, 40 F.3d at 823 
(quoting South Carolina v. Baker, 485 U.S. 505, 518 n. 11 (1988)).

The 6th Circuit concluded that "we are confident that to d a y 's  Suprem e C ourt 
■would say that Congress is fr e e  to im pose a non-discrim inator}! tax on the 
investment income at issue here i f  it wants to,"

40 F.3d at 823 (emphasis added). Since the Court had already concluded that the MET 
was an integral pan o f the state, this statement with respect to the intergovernmental 
immunities doctrine is disturbing, since it indicates that even a generally favorable Court 
would not conclude that a state’s investment income is exempt from federal taxation.

Since then, no other case has addressed the question o f  the potential permissible 
constitutional scope o f federal taxation o f  the states.4

Mr. James L. Baldwin
April 7,1998
Page Four

4 Several cases have discussed the doctrine in the context o f  discrim inatory indirect 
state taxation o f persons or entities arguably associated with the federal government. These 
include: diicrim inatory tU le taxation o f  federal retirees, sec. e.g., H a rp e r  v. Virg in ia, 509 U.S. 
86 (1992); Davis v. Michigan, 489 U.S. 803 (1989); nondiscriminatory state taxation o f  oil and



III.Federal Taxation Does Not Reach I mu me Earned by an Integral
P art of a State
Wc previously contended that the strongest argument was that the Fund and the 

APFC were an “integral part” o f  the state, and thus wholly outside the federal tax code. 
That is, the IRS has consistently taken the position that the federal income tax law does 
not impose iuumie lax on income earned directly by a State or an entity that Is an 
“integral part” o f  a State absent a specific statutory provision.

This is a separate argument from the constitutional doctrine o f intergovernmental 
immunities, which is premised on the constitutional relationship between the federal 
government and the states.

In contrast, the “integral port” argument assumes that, if  Congress so chose, it 
might be empowered to tax the states directly, but that careful review o f  the income tax 
laws reveals that Congress has not attempted to do so. At its most developed, the 
“integral part” theory argues that any congressional imposition o f  tax must be clear and 
unequivocal. The Internal Revenue Code expressly taxes corporations, but does not 
expressly tax states or political subdivisions, and there is no evidence that Congress ever 
intended the code to apply to states. The IRS had developed this theory in several 
precedential published rulings as well as iiumcruus nunprcccdcnliol administrative 
interpretations and internal memoranda. See Report, at 27-39.5

gas production on Indian reservations by non-Indian lessees, Culiun Pelruleum Corp. v. New 
Mexico, 490 U.S. 163 (2988) (describing the intergovernmental im m unities doctrine as 
‘“ thoroughly repudiated" by modem case law"); and w hether state use taxes on bankruptcy sale 
proceeds unduly buroen the processes o f  the federal bankruptcy court, California v. Sierra 
Summit, inc., 49U U.S. 844 (1989).

: See the Report, at footnotes 26 and 30, for a discussion o f  the varying forms o f  IRS 
interpretations and rulings, and their precedential weight. In this letter, we have included 
discussion o f many Private Letter Rulings (PLR) which are written advice provided to taxpayers 
who subm it written requests for rulings on specific legal issues based upon b specific set o f  
facts. Under section 6 1 10(jX3), such private letter rulings are directed only  at the taxpayer that 
requested the ruling and m ay not be used or cited as precedent. Since the IRS has substantially 
reduced its output o f published guidance and no longer produces even general counsel 
memoranda (discussed at footnote 30 o f  the report), private rulings are a valuable window into 
the developing position o f  the IRS, particularly in areas such as this w hich are rarely the subject 
o f  published guidance and even more rarely litigated. A lthough nonprcccdcntial, private letter 
rulings also can provide a basis for seeking a sim ilar interpretation by  the IRS with respect to 
sim ilar fact patterns.

d o )  11890
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At the time of the Report, there was no judicial authority to support the “integral 
part” theory. In our Report, we discussed the thcn-recent IRS private ruling issued to 
die Midiigtm Educational Trust (“MET"}, which was the nation's first govemment- 
sponsored prepaid college tuition plan. In that ruling, the IRS determined that the fund 
was not an integral part o f  the state, and thus its income was not exempt from taxation. 
PLR 8825027. (March 29,1988). Since our Report, the State o f Michigan challenged 
the IRS in tax refund iitigation. The trial and appellate decisions in Michigan v. United 
States are the only judicial decisions ever to consider the integral part theory. 802 F. 
Supp. 120 (W.D. Mich. 1992), rev 'd, 40 F.3d 817 (6th Cir. 1994).

Since 1988, the IRS has been invited to rule on the “integral part” theory several 
times, due in large part to the interest on the part o f  the states in prepaid college tuition 
investment programs, disaster insurance funds, and self-insurance programs foT local 
governments. The IRS has issued another precedential Revenue Ruling as well as 
numerous private rulings. These rulings, however, have further developed the theory in 
unexpected ways. The IRS has been inexplicably inconsistent in its approach, narrowly 
applying the theory in some cases (prepaid state tuition plans) yet expansively applying 
it in others (state disaster insurance programs).

A. Michigan Educational T rust
The Michigan Education Trust case is interesting because o f  the many structural 

parallels with APFC in terms o f  its creation and control by the State. Its facts diverge, 
however, in terms o f the source and destination o f the funds. It further highlights the 
IRS’s concern with private benefit, although this typically is raised in the context o f  
section 115 rather than the “integral part” doctrine.

The Michigan Education Trust was established as a public corporation. Its 
co rp o ra te  purpose —  higher edueaiiun — was declared by the legislature to be a public 
purpose and an essential function o f  state government. It was “allocated by law” to the 
state treasury' department, but acted independently o f  the department. It had an 
independent board appointed by the governor and confirmed by the senate; the board 
included the state treasurer. The board exercised its powers as authorized by the statute, 
including investing, paying out funds, determining the eligibility o f  participants, and 
contracting on behalf o f  the state. A separate state administrative board was made up o f  
ufilccre o f ihe state, including the governor. The administrative board had to approve 
the form contracts used.

The state attorney general had advised the trust’s board that it was an “agency” 
o f the state. The employees o f  MET were subject to rules governing state employees, 
e.g., civil service and state laws governing liability o f  public officers, and the MET was

Mr. James L. baidwin
April 7,1998
Page Six
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Page Seven

subject to laws governing the conduct o f  state agencies, e.g., open records law, open 
meetings law s, and FOIA. The attorney general provided legal counsel.

An important factor was the source o f  funds •—  the entire assets o f  the MET 
consisted o f  actuarially-determined amounts paid by parents under pre-paid tuition 
contracts. MET was to invest the funds and guaranteed the college tuition o f  
beneficiaries at some time in the future. The act expressly provided that the funds were 
to be used solely for the purposes o f  the trust and could not be used by the state for any 
other purposes. The assets o f  MET were not considered state money or state revenues, 
and were not subject to payment o f  full faith and credit obligations o f  the state (although 
the appellate court later determined that the reason for this may have been to give the 
trust broader investment powers than it otherwise would have). Another important 
factor was the destination o f funds, which were to be paid out to beneficiaries.
Moreover, upon dissolution, the assets would not go to the state but would be distributed 
pro rata to the investors, although state could claim any actuarially determined excess. 
The state was not legally obligated to make up any shortfall in funding, although it was 
authorized to do so.

The MET funds were segregated from state funds, although they could be pooled 
with state funds for investment purposes. Apparently, state treasury department 
employees actually handled the investments. The bank trust accounts were in the name 
o f the state treasurer, with the state as agent for the trust. MET made an annual 
accounting to the state governor and legislature. Annual audits were conducted by the 
state auditor general. Fund payments were paid out through state warrants. Trust 
income was exempted from state taxes.

During our work on the 1988 Report, the IRS issued a private letter ruling 
rejecting the exempt status o f  the MET. PLR 8825027 (March 29, 1988). The IRS 
discussed the “integral part” theory only briefly, concluding that MET was not an 
integral part o f  the state. The key factors mentioned in the IRS ruling were that it was 
created as a corporation to operate independently from the state; the trustees’ decisions 
could not be overridden by any state agency; the funds were not derived from the state, 
were not subject to the claims o f  the state' s creditors, and were not considered state 
funds; the state could not loan, transfer, or use MET funds for any purpose; and the 
MET funds could be used only for the tuition payment or refunds to investors.

Michigan then filed returns and sued for a refund o f  the taxes paid. In the 
District Court, the parties stipulated the facts and filed cross m otions for summary 
judgement. The District Court denied the refund claim , determining as a matter o f  law  
that the MET was subject to federal taxation. Michigan v. United States, 802 F. Supp. 
120 (W.D. Mich. 1992). Michigan raised, and the court addressed, several possible

d c - 1 1 1 8 9 0
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bases fo r exem ption  — constitu tional d o c trin e  o f  in tergovernm en tal im m u n ities  an d  the 
1 Oth Amendment, the integral part o f  the state doctrine, section 115, and section 
501 (which expressly exempts charities and certain other similar entities).

The District Court implicitly accepted the “integral part” theory as a matter o f  
law that states arc de facto exempt from federal internal revenue laws. MET was a 
corporation, however, and thus was subject to federal taxation unless it was an integral 
part o f  the state entitled to the state’s immunity. The Court concluded that MET was nut 
an integral pan o f the state because, although the state put up some seed money, the 
actual funds came from investors and could not be used by the state to pay state 
creditors or for any other purposes. Also, MET’s obligations were not backed by the 
full faith and credit o f  the state.6 The Court concluded that these facts demonstrated that 
MET was an entity distinct from the state and not entitled to immunity as an integral 
pan o f  the state.

Michigan appealed to the 6th Circuit, which reversed, holding that the MET was 
exempt from federal taxation, as an instrumentality or political subdivision, and as an 
integral part o f the state. Michigan v. United States, 40 F. 3d 817 (6th Cir. 1994), rev '2  
802 F. Supp. 120 (W. D. Mich. 1992). The 6th Circuit initially addressed the question 
whether Congress had imposed taxation on a government corporation auch as MET.
The Court observed that the Internal Revenue Code plainly imposeya'cjiijeorporations. 
Literally read, that section would tax all governmental corporations include ) 
municipalities organized as bodies corporate, public universities, antHedefiO 
instrumentalities that are organized in corporate form (citing a list o f federally owned 
corporations that are presumed to be exempt from taxation). The IRS conceded the 
legal premise that the Code did not impose taxation on a state, a political subdivision, or 
an “integral pa1!  o f  a state.” 40 F.3d at 823.

The Court further cited a long line o f  Supreme Court autl 'rrides requiring 
Congress to express its in'-nt unequivocally when it intends to alter the usual 
constitutional balance between the States and the federal government. The Court 
concluded that Congress knew how to make the kind o f  "plain statement" necessary to 
impose a tax on a state instrumentality but had not done so here.

Mr. James L. Baldwin
April 7.1998
Page Eight

4 The Court’s opinion regarding the constimtional arguments and section 115 are 
discussed at pages 3-4 and 25-32, respectively. The court also rejected exemption under section 
501 because MET’s direct benefits impermissibly inured only to parents who purchased 
contracts, thus violating the private benefit and private inurement restrictions on section 501 
charitable nrgani7ationR As we suggested in our prior Report, a similar concern would likely be 
raised with respect to the Fund, APFC, and the dividend program if  exemption were sought 
under section 501.
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Unforlumicly, thr 6lh Circuit's decision is so over-inclusive in its argument and 
use o f analogous legal te ;ts that it is somewhat muddled, and to some extent confuses, 
iather than clarifies, the appropriate legal standard under the “integral part” theory. The 
6th Circuit seemed to feel that it had to conclude that the MET w h s  not only an 
instrumentality but also a political subdivision in order to conclude that it was an 
integral port o f  the state. The Court determined that the statutory description o f the 
MET as a "public body corporate and politic” rendered it a state instrumentality. < 0 
F .3dat818. The Court relied on an Advisory Opinion o f  the Supreme Court o f  
Michigan that the grant o f corporate powers to a state agency rendered it a "quasi- 
corporation” but that the agency nevertheless "remains an instrumentality o f the State.” 
Id  (quoting Advisory Opinion re Constitutionality o f  PA 1966, 380 Mich. 554, 575, 158 
N.W. 2d 416,425 (1968)).

The Court then reviewed the case law regarding whether an entity is a political 
subdivision or pan o f a state for tax purposes, concluding that the standard was whether 
the entity had been created by state authorities, acting within their constitutional powers, 
and had been delegated the right to exercise a part o f  the state’s sovereign power for the 
purposes o f  carrying our state functions. The treasury regulations defined “political 
subdivision” as a division o f  the state which either is a municipal corporation or has 
been delegated the right to exercise part o f the sovereign powers o f  the stale. The Court 
concluded that the contractual obligations o f  the MET were no less than those o f other 
entities determined by the courts to be political subdivisions, and that the contracting 
powers delegated to the MET empowered it to exercise essential governmental functions 
on behalf o f  the state. Id. at 025.

A

Citing prior authorities , the Court focused less on the creation and powers o f the 
entity rather than its purposes, finding that the "real criterion” was whether the activities

7 Not surprisingly, this aspect of the Court’s decision has been criticized as confused 
and inconsistent with the authorities relating to political subdivisions, primarily on the grounds 
that MET was not granted sovereign powers.

5 Commissioner v. Shamberg's Estate, 144 F.2d 998 (2d Cir. 1944), cert, denied, 323 
U.S. 792 (1945) (port authority is political subdivision even though it had no power to impose 
taxes or pledge the credit of the state and was not subject to debt-limiting provisions of state 
constitution). Critics question how MET can be a political subdivision without sovereign 
powers. The political subdivision argument is not likely to be strong outside the 6th Circuit, du« 
primarily to the lack o f sovereign powers. The case law is quite old that a political subdivision 
must have sovereign powers, defined as the power to tax, the power o f eminent domain, and the 
power to regulate (the police power). The case cited, Shamberg’s Estate, is the leading 
"political subdivision” case. It dealt with a pon authority that had eminent domain and police 
powers, but not the power to tax -  it was held to be a political subdivision. Other political
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o f  the subdivision w e r e  for a public purpose. Responding to the District Court's rather 
summary dismissal o f higher education as a governmental function, the 6th Circuit 
determined that education was a governmental purpose and public function, particularly 
given the history o f Michigan as a land grant state and the emphasis in the state 
constitution o f  education as an essential government function. The Court noted that the 
act creating the trust included extensive legislative findings that it was an essential 
function o f  the state tc support education, to encourage attendance to state institutions, 
end to provide educational assistance to students. The Court found that education was at 
least as much a state purpose as the bridges and tunnels that were the functions o f  the 
entities held to be exempt political subdivisions in the prior case law. The Court thus 
concluded that MET was a public agency authorized to exercise contracting powers on 
behalf o f the state for a purpose declared by the legislature to be a public purpose.

The Court then added that MET would qualify as a political subdivision since it 
w as a "public body corporate  and poiitic”, and thus w as "in a broad sense” a municipal 
corporation. Ai at 825-26.®

For further support, the Court also borrowed a six-factor test used by the IRS 
and the courts for determining whether an entity is an agency or instrumentality for 
purposes o f  federal law governing governmental benefits plans. Those factors are (1) 
whether it is used for a governmental purpose and performs a governmental function;
(2) whether it performs its function on behalf o f a state or political subdivision; (3) 
whether there are private interests involved or whether the state or political subdivision 
has the powers and interests o f an owner; (4) whether control and supervision is vested 
in public authorities; (5) whether express statutory authority is required for the 
instrumentality and whether such authority exists; and (6) the degree o f  financial 
autonomy and the source o f operating expenses. 40 F.3d at 826-27 (citing Rose v. Long 
Island Railroad Pension Plan, 828 F.2d 910 (2d Cir. 1987), cert, denied, 485 U.S. 936 
(1988), and Rev. Rul. 57-128,1957-1 C.B. 311). The Court concluded that MET 
satisfied the first five factors (the sixth was not presently satisfied but the court

Mi. James L. Baldwin
April 7,1998
Page Ten

subdivision cases discussed by the 6th Circuit include Commissioner v. While's Estate, 144 F.2d 
792 (2d Cir. 1944) (bridge authority was political subdivision with power to issue exempt 
bonds); Philadelphia National Bank v. United States. 666 F.2d 834 (3rd Cir. 1981)(Temple 
University was not a political subdivision eligible to issue tax-exempt debt); Rose v, Lone Island 
Railroad Pension Plan, 828 F.2d 910 (2d Cir. 1987), cert denied, 485 U.S. 936 
(1988Xmetropo)itan transit authority (MTA) was political subdivision and pension plan was pan 
of MTA).

9 The Court did not cite any authority for this conclusion, which not surprisingly, also 
has been firitiei2*d by commentators turd the IRS.
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specu la ted  that it could not be ruled out for the fu tu re), and couvlui’ xl that, un balance, 
the presence o f five factors led to the conclusion that it was a state instrumentality,10

The Court also distinguished United Slates v. Maryland Savings-Share 
Insurance Corporation, 308 F.Supp. 761 (D. Md.), rev'd on other grounds, 400 U.S. 4 
(1970) C'MSSIC'), which was discussed in our Report at pages 85-90. In MSSJC, the 
Supreme Court upheld the lower court’s conclusion that a nonprofit insurance 
corporation charted to insure savings and loan accounts was not exempt Horn federal 
taxation as an instrumentality. The 6th Circuit pointed out that that MSSJC was a 
private corporation, organized by and tor savings and loan members, with a Board 
largely comprised o f elected directors. 40 F.3d at 827-828. In contrast, the MET was a 
public instrumentality, bad a board appointed by the governor, and was delegated 
authority to contract on behalf o f  the etatc.

The court also rejected both o f  the government’s arguments that tlie bust could 
not be an integral part o f the state because its corporate form made it functionally 
independent and because the source and earmarking o f funds made it fiscally 
independent. The Court determined that it was "immaterial’ that the state chose to use a 
public corporation rather than to assign the functions to a traditional department. 40 
F.3d at 828. The Court cited the example o f  the U.S. Postal Service as a corporate entity 
that did not become taxable by virtue o f  its corporate form. 40 F.3d at 828-29.
Similarly, die Court rejected Lhe argument that the source or earmarking o f  funds was 
determinative, again citing the example o f the U.S. Postal Service, the TV A, aod ports 
authority as examples of governmental instrumentalities that obtain funding from 
private sources and are earmarked for the performance o f  public functions that the 
agencies were created to perform. The Court was also critical o f the government’s focus

m Critics argue that this six-factor test of “instrumentality” is irrelevant for two reasons. 
First, it was developed in a different context involving different law, legislative history and 
intent, and different requirements (ERISA and governmental plans). This argument was made 
by the IRS in criticizing the MET case in subsequent rulings. See, e.g., PLR 9809013 (Nov. 7, 
1997); PLR 9706006(Nov. 871396); PLR 9627016(April 5, 1996); PLR 9622019 (Feb. 28, 
1996). The IRS’s challenge is a bit disingenuous, however, since it was the IRS itself that 
issued a series of  G.C.M.s and rulings relying on this six-factor test for purpose of section 115. 
See, e.g.. G.C.M. 34704 (Dec. 2, 1972); G.C.M. 34502 (May 2,1971); PLR 8820030 (Feb. 16, 
1988); PLR 8740015 (July 2, 1987); PLR 8650017 (Sept. 10, 1986). Second, critics argue that 
“ instrumentality" is not synonymous wirh “politic*! subdivision” or "integral part o f  a rtata” , 
and that instrumentalities are not even certain o f  exemption under section 115. See, e.g, Letter 
to Editor from Prof. ElUn P. April, 66TaxNot«e 121 (Jan. 2, 1995) (citing Maryland Savin}ra- 
Share Insurance Corp. v. United States, 400 U.S. 4, 7 n.2 (1970) CMSSJC") and Rev. Rul. 77- 
261, 1977-2 C.B. 34).
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on the form, lather than the substance o f  the entity, ajialogizing tlie trust to governm ent 
student loan programs and state pension funds. W  at 829.

Not surprisingly, the IRS lias chosen to reject the 6th Circuit’s decision, 
criticizing it in public appearances and statements, and taking the position that it is not 
authoritative anywhere outside the 6fh Circuit. In rulings since MET, the IRS has 
repeatedly rejected the analysis o f the Court as “internally inconsistent", arguing that its 
“reliance cn the [six] factors listed in Rev. Rul. 67*128 ... to reach its conclusion is 
misplaced." See, e.g., PLR 9809013 (Nov. 7 ,1997); PLR 9706006(Nov. 8 ,1996); PLR 
96270?6(Aprii 5, 1996): PLR 9622019 (Feb. 28, 1996). Moreover, the IRS declared 
that it would no longer entertain state requests for rulings relating to the exemption o f  
state prepaid tuition programs under the “integral part" theory or section 115, thus 
shutting the door on states that might want to adopt a variation on the Michigan plan 
that might be more acceptable to the IRS. Rev. Proc. 96-34,96-1 C.B. 771.

Lacking access to guidance, the slates began to lobby for Congressional grant o f  
exemption to such programs. Finally, in 1996, the Small Business Job Protection Act 
added new section 529 to the Code, which expressly provides tax-exempt status for state 
tuition programs that meet the requirements o f  the statute. P.L. 104-188, §1806. Even 
after this statement o f Congressional approval, the IRS continues to refuse to issue 
rulings under the “integral part” theory or section 115 to states relating to prepaid tuition 
programs, thus in effect taking the position Lhat only plans organized pursuant to the 
statute may be exempt. Rev. Proc. 98-3,1998-1 1.RB. 100 (Jan. 5, 1998).

B. Disaster Insurance Programs
The IRS has issued a number o f  widely publicized “integral part” rulings to 

states in recent year's that shed additional light on the IRS’s concerns in this area, 
particularly regarding which characteristics o f  an entity qualify it as an integral part o f  
the state. In contrast to the MET IRS ruling, the extent to which a proposed slate 
entity’s activities appear to be private rather than public in nature (e.g., private funds, 
investors, beneficiaries) continues to be a significant consideration, yet apparently is not 
determinative once certain other Indicia o f  state creation and control and financial 
coiumiUiiciil arc satisfied.

The most significant rulings in recent years involve a series ofproposed state 
disaster insurance programs, which typically create some sort o f  entity or fund which 
individuals or insurers would pay into or purchase insurance from, which entity would  
then pay claims or reimburse insurers in the event o f  a certain natural disaster.

Mr. Janies L. Baldwin
April 7, 1998
Page Twelve
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1. Florida Hurricaoe Catastrophe Fund

In 1995, Florida siiceessf{i?^btainecl a private ruling which held that the 
Hurricane Catastrophe Fund (“CAT Fund”), a trust fund created by state law, would be 
considered an integral part of the state. PLR 9507037 (Nov. 4 ,1994). It is described as 
a “trust fund under state law”, i.e., a separate legal entity, but it does not appear from the 
ruling or the state statute that it was structured as an actual trust but rather as a state 
fund. Participating insurers were to pay premiums into the fund, and would be 
reimbursed for a percentage o f  losses resulting from certain events. The state also 
imposed an assessment on a broader class o f  insurers, including many nonparticipants, 
with the revenues to be earmarked for the fund.

It appears that the state was not liable if  the fund proved to be insufficient, 
although if  that occurred, local governments could issue revenue bonds for the benefit o f  
the fund, and the bonds would be backed by the fund’s future revenues. It appears that 
monies in the fund were not subject to the state’s creditors. The ruling does not indicate 
whether the fund was treated as a state account for accounting purposes, or whether 
there was any duty to provide financial reports or to be audited by the state. The state 
legislature also could appropriate funds from the fund for grants to local governments 
and nonprofits for preparedness programs. All assets o f  the fund would revert to the 
state upon termination o f the fund. It was governed by the State Board o f  
Administration, a three-member board comprised entirely o f  state officials. Operations 
o f the fund were conducted by fund employees and contract advisors. It appears that the 
board was not created for the purposes o f governing the fund, but rather was a pre­
existing body that had been created under the state constitution to administer certain 
special purpose tax revenues, and also could be delegated other powers under state law.

The ruling cryptically states that ‘‘[t]he method o f  accounting for moneys related 
to certain operations does not by itself determine whether the operation is an integral 
part o f  the state or an entity separate from the state.” Nothing in the ruling discusses the 
method o f  accounting for funds. I t's  known that the fund was very controversial and 
was initially rejected by the IRS. This comment may be an observation that the fund 
was actually a state fund, rather than an independent fund, and that that distinction alone 
did not resolve the issue o f  integral part. Certainly, past IRS rulings have found that the 
existence o f a separate legal entity or independent entity was a determinative factor in 
finding that an entity was not an integral pwl o f the state.

The ruling does rely on the state’s exerciso o f  its taxing power and "significant 
contribution” o f  monies to the fund, the state’s power to appropriate monies from the 
fund for certain specified purposes, and the state’s receipt o f  the assets upon dissolution 
as significant factors in concluding that the state has a “financial interest” in the fund. 
Another factor cited by the ruling was that the monies could only be used for purposes

dc-J 11890



M o r r i s o n  &  F o e r s t e r  LLP

authorized by slate law, and uu ullrcr purposes. The ruling also noted that the state 
exercised direct control over the fund through the board which consisted of state 
officials.

Curiously, there was no discussion of the issue which animated the debate over 
the MF.T rnlin2 — the significant private benefit. Here the very purpose of the fund, as 
there, was to pay out virtually all of the income and assets to private parties, but that 
issue was not even discussed. Apart from the MET ruling, it would appear from a 
general review of IRS rulings that the private benefit analysis is limited to section 115 
and plays little or no part in determining whether an entity is an integral part of a state. 
That may well be the wrong interpretation of the IRS’s position, however. 
Contemporaneous public statements by Florida state officials during the ruling 
negotiations indicate that the IRS’s chief concern was indeed the MET -type private 
benefit issue. The Florida CAT Fund was perceived by the IRS not as a state fund but 
rather as plan to help private insurers. Negotiations with the IRS dragged on for over a 
year — the IRS apparently demanded that the state have a significant investment of its 
own funds at risk in the fiind before it would rule that it was an integTaJ part of the state.

Subsequently, Florida apparently did not enact the plan in the form it was 
presented to the ERS, and the IRS threatened to withdraw the exemption ruling unless 
the state committed “significant” state funds to the fund. Several amendments to the 
plan were made, including additional annual appropriations from the general Tevenue 
fund and another state trust fund for the first two years, a broader base o f 
nonparticipants who would be taxed to fund the program, and additional powers on the 
part of the state to appropriate monies from the hind. The IRS accepted these changes 
and issued a favorable supplemental ruling. PLR 9522039 (March 6, 1995).

2. Hawaii Hurricane Relief Fund
In the wake of Hurricane Iniki, Hawaii also developed a state sponsored disaster 

relief fund, which the IRS held was an integral part of the state. PLR 9627016 (April 5,
1996). Significantly, iht fund was established ac a public corporation. The fund was 
placed under the State Department of Commerce and Consumer Affairs for 
administrative purposes. The board was made up of the commissioner o f insurance, ex 
officio, and six members chosen by legislative leadership and the governor.
Departmental employees were assigned to the fund, and continued to be considered state 
and departmental employees.

The fund issued hurricane policies for properties covered by private property 
insurance, and the private insurance companies served as servicing agents for the fiind 
hurricane policy as v  M as the properly insurance. The fund's policy revenues were

Mi. James L. Baldwin
April 7,1998
Page Fourteen
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kept in u trust fund outside the state treasury. The fund revenues came principally from 
annual premiums for the policies. The fund was authorized to levy annual assessments 
on insurers in the state. The Jaw also created a special mortgage recording fee to be 
earmarked for the fund. If the fund was insufficient to pay claims, the law also provided 
for increased assessments oc insurers, or additional special assessments, ox surcharges 
on hurricane policy premiums, Additionally, the law authorized creation of a bond fund 
within the state treasury, and authorized the commerce department to issue state debt 
obligations which would not be backed by the full faith and credit o f the state, as well as 
other further revenue bonds which would be backed by the full faith and credit of the 
state under certain limited circumstances. The bond fund would make loans to the trust 
fund to support its operations. Upon dissolution of the fund, any remaining monies after 
settlement o f any claims, would revert to the state general ftmd.

The ruling concluded that the state exercised significant control over the fund.
All board member would be state officials or nominated by state officials and confirmed 
by the state senate. The initial plan of operations was subject to legislative review. It 
would be administered by a state department and was required to report annually to the 
state insurance commissioner. Employees were considered employees of a state 
department. The stale had made a substantial financial commitment to the fund through 
assessing the mortgage recording fee, levying an annual assessment on insurers, 
providing for potential surcharges on premiums, pledging full faith and credit for certain 
debt obligations, and receiving the assets of the fiind upon dissolution. Based on the 
elements of state control and financial commitment, the IRS concluded that it was an 
integral part of the state.

3. California Earthquake Authority
The IRS revisited the issue with the California Earthquake Authority (“CEA”), 

issuing, revoking, and reissuing rulings as the state amended its proposed program to 
satisfy the IRS. Initially, after about six months of negotiations, the IRS issued a private 
ruling determining that the CEA was an integral part of the state. PLR 9622919 (Feb.
28, 1996). As described in the ruling, the CE A was established by a statute which 
created both an agency and the fund to provide earthquake coverage. Private insurers 
were required to offer coverage in one of two ways — either directly, or by participating 
in the fund and issuing a fund policy to be administered and serviced by the private 
insurer. Premium rates for fund policies were subject to approval by the state and 
subject to public rate-making procedures.

The fund was governed hy a board consisting of three voting members, all state 
officials, and two nonvoting members, both legislators. The board members could 
designate a state employee to serve in their place. The board also had an advisory panel.
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representing the insurance industry and general public, to be appointed by the board 
members. Meetings of the board and advisory panel were subject to state open meetings 
requirements. The fund was administered under the direction of the state insurance 
commissioner. The initial plan of operations had to be approved by the commissioner 
and legislature. Subsequent amendments had to be approved by the commissioner. 
Senior executives would be employed under contract. The fund’s employees were 
subject to state civil service requirements, and subject to state laws governing post- 
guvcmmenl employment.

The state annually would contribute the equivalent of the state premium tax 
collections on the fund policies to the fund as part of the fundvs capital. The state also 
contributed the remaining balance in a defunct previous earthquake trust fund. 
Participating private insurers would pay an initial assessm ent to the fund based upon 
market share. The primary source of revenue, however, would be premiums for fund 
policies sold. The fund would purchase reinsurance. The statue authorized that a 
certain percentage of investment income could be used for earthquake mitigation 
programs. If the fiind were unable to cover claims, the fund could ask the state treasurer 
to issue debt obligations to be repaid through a policy surcharge, but the state would 
have no liability for those obligations. The statute expressly provided that the state 
would not be responsible for any of the liabilities of the fund. In the event of the fund’s 
termination, all assets would be transferred to the state.

The ruling distinguished MSSIC on the grounds th a t: (1) only three of eleven 
MSS1C directors were selected by state officials; (2) the state made no financial 
contribution to MSSIC; and (3) the state had nn present, interest in the income of 
MSSIC. The ruling also mentions that MSSIC was a corporation, but does not discuss 
the significance of that fact. The ruling also mentions that under the MSSIC charter, die 
full faith and credit of the state was not pledged for MSSIC’s obligations. Similarly, the 
California statute expressly declined to give the state's backing to the obligations or 
liabilities of the CEA.

The ruling also distinguished M ET  in a discussion, repeated in other rulings, that 
makes it clear that the IRS does not agree or acquiesce to that decision. The MET 
decision waa distinguished 03 “internally inconsistent” because it found that die MET 
was both a political subdivision and an integral part of the state. The California ruling 
funhcr rejected the decision’s discussion of the factors listed in Rev. Rul. 57-128 as 
irrelevant because they apply only to entities that arc separate from a state, and are not 
used to determine if it is a separate entity or an integral part of a state. This seems to 
misstate the Revenue Ruling, which admittedly is not an “integral part” or soction 115 
ruling, but in another context does spell out a list of factors to be considered in 
determining whether a entity is an instrumentality of a slate or nol.

Mr. James L. Baldwin
April 7,1998
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Other faciors cited in the ruling were the significant government interest set forth 
by the state in providing assistance to its citizens and economy in the event of natural 
disasters of the magnitude o f an earthquake. The stale also had argued that this plan 
represented an exercise of the state’s power to regulate an industry, and that the fund 
was as valid an exercise of state power as the regulatory alternatives.

Two months later, the IRS revoked the ruling letter for further review of the 
issue. Lener dated April 30,1996, LEXIS, FEDTAX, TNT, 96 TNT 102-34. It appears 
that this revocation may have been prompted by the state legislature’s consideration of 
further legislation that threatened to significantly revise the CEA.

The state then conducted an unusual high pressure campaign, seeking assistance 
from the White House and imposing pressure through its congressional delegation. 
Legislation was introduced in Congress to grant an express federal tax exemption to the 
CEA.

Then in June, 1996, the IRb’ reinstated the ruling granting exemption as an 
integral part of the state without discussion. PLR 9641010(June 25, 1996) (reinstating 
PLR 9622019). The ruling noted that the state legislature was considering legislation 
affecting the fund, and warned that the IRS was not giving any opinion as to the 
continuing exempt status of the fund if the legislation were to be enacted.11

After the California legislature further amended the statutory scheme, the state 
again sought a reaffirmation of the IRS’s ruling. Subsequently, the IRS again issued a 
ruling to California, concluding that after numerous statutory changes, the CEA was an 
integral part o f the state. PLR 9706006(Nov. 8,1996).

In general, the legislative amendments did not really address the issues of either 
state control or financial interest, which apparently were the chief concerns o f  the IRS. 
The chief purpose of the amendments appears to have been to forbid the CEA from 
declaring bankruptcy, to strengthen the capitalization of the fund, and to create 
additional ‘Tiers” of remedy in the event that the assets of the fund proved inadequate to 
satisfy claims, including various additional surcharges on participating insurers. The

11 Published accounts o f the California Earthquake Authority tax negotiations, discussed 
below, and private discussions with Florida, Hawaii, and California state officials and IRS 
officials reveal that the IRS was very concerned about the overwhelmingly private benefit 
characteristics of these funds. The IRS required amendments, if necessary, to strengthen state 
control, to impoic requirements that assets revert to the state upon dissolution (although given 
the nature of these funds, the possibility o f remaining assets is so remote as to be meaningless), 
and must important, to require a significant state financial commitment.
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amendments also seemed to make it herder for participants to avoid sharing the burden 
of fund obligations by dropping out. The only amendments that seemed relevant 
enough to warrant mention in the IRS’s discussion in the final ruling were; (1) the 
legislature “provided for” additional surcharges on policies, and probably more 
important, the state appropriated some monies to assist in the start-up of the fund, and 
loaned additional monies at a legal rate of interest; and (2) the board members and 
officers were made subject to the financial disclosure requirements for state officials. 
Otherwise, the ruling is almost verbatim identical to the earlier ruling (PLR 9622019).

The California ruling is somewhat surprising in that the state assumed no 
liability for the fund, unlike the Florida hurricane catastrophe fund. The California 
insurance commissioner publicly stated that lawmakers demanded that the state’s 
general fiind be immune from liability, and described the structure of the program as one 
of “building firewalls between the CEA and the General fund.”

C. O ther Integral Part Rulings
There have been a few other integral part rulings worth noting. 1 Infnminately, 

several rulings have made broad and disturbing statements that a corporation created by 
a stat® is cot an integral part of a state because it is a corporation and is not within a 
branch of government. For example, in PLR 9549030 (Sept 11, 1995), the IRS ruled 
that a corporation created by a county to manage a commercial district was not an 
integral part of the State or a political subdivision of the State “because it was created as 
an entity separate and distinct from the district and is not within the Executive or 
Legislative branches nf County". 12

Similarly, another ruling concerned a statc-crcatcd public corporation which was 
organized to establish a university, PLR 8935012 (May 30,1989). The governing 
board was appointed and confirmed by the state. It received state appropriations for 
capital outlays and operational expenses. Apparently the state itself argued that the 
corporation was an entity separate and apart from the state. The IRS concurred and 
concluded that it was not an integral part o f the state, without further discussion. 13

Similarly, the IRS has determined that a regional development authority was not 
an integral part of the state, apparently because it was formed as a separate corporation.

Mr. James L. BaJdwin
April 7,1998
Page Eighteen

12 The ruling did conclude that the corporation's income was excluded from taxation 
under section 115, and thus was required to file a federal corporate tax return.

13 The ruling did conclude that section 115 applied to exclude the corporation’s income 
from federal taxation.
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had its own officers and employees, and was not under the control of any state agency or 
any one political subdivision. PLR 9009063 (Dec. 8, 1989).14

One distinction between these rulings and other favorable rulings is that these 
involve public corporations, while other favorable rulings involve trusts or other entities 
o f more nebulous legal status It is difficult, however, to determine the significance of 
corporate status, especially when the IRS does not elaborate on the issue, or when the 
IRS eventually finds the entity to be exempt under another provision. For example, 
while the IRS considered corporate status to be a negative factor for MET, it apparently 
was not the determinative factor in concluding that it was not an integral part o f the 
state.

Certainly, there are other rulings that conclude, that a corporation can be an 
integral part of the state. For example, the Hawaii hurricane fund was organized as a 
public corporation, yet the IRS did not raise that as an issue. It would appear generally 
that while corporate status is a significant factor for the IRS, it may be neutralized by 
sufficient evidence of state control and, in the words of the IRS, “domination.” See, 
e.g., G.C.M. 39601 (Jan. 30,1987) (law yer trust fund); G.C.M. 38921 (Nov. 26. 1982) 
(housing authority).’5 Yet is extremely difficult to predict when separate organizational 
structure will be determinative or what level of government controi renders a separately 
organized entity an integral part o f the state.

Also, if  a corporation cannot by definition qualify as an integral part of the state 
due to its separate legal existence, then the same rational should apply to a trust. Yet 
there are several rulings that conclude that trusts can be integral parts o f a state. See 
Rev. Rul. 87-2,1987-21.R.B. 4 (1987).

In one recent ruling, the IRS held that a trust was an integral pan of the state 
regardless of the fact that was created as a separate and distinct entity apart from the 
political subdivision. The IRS reviewed a trust set up by a municipality to pay retiree 
medical benefits. PLR 9809013 (Nov. 7, iyy7). Although the municipality asked for a 
ruling under section 115, the IRS concluded that section 115 did not apply because the

M o r r i s o n  &  F o e r s t e r  u r

14 See also PLR 8934052 (May 21,1989) (arts commission is “corporate and politic," 
therefore not integral part).

15 See also PLR R92nf)5fi (Feh 7.7, 1989) (An unincorporated city economic 
development board was not an integral part because the board could hire its own staff who were 
not considered city employe**. The board wae crwt*d under state statute and fvfidcd by taxes, 
board members were appointed by the city, the city budgeted expenses, the boare ubmitted 
financial rcporta to city, city audited the board).
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trust was an integral part of the state. The trust was created by statute to hold and invest 
amounts contributed by the municipality to fund retiree medical benefits for former 
public safety officers. The trust was administered by a board, and six o f the eight 
trustees were appointed by program participants (and at the time were active municipal 
employees although that was not a requirement), and only two were appointed by the 
municipality. However, the legislative body of the municipality confirmed all 
appointments. Day-to-day administration was performed by a municipal employee, who 
was paid by the municipality and participated in the employee benefit system. The 
municipality provided facilities, equipment, and legal services to the trust. The 
municipality could amend or terminate the trust at any time, and in the event the trust 
were terminated, all assets wculd revert to the municipality. The IRS stated:

I f  an enterprise is deemed to he an integral p a n  o f  a state or political 
subdivision o f a state, that enterprise -will not be treated as a separate entity fo r  federal 
tax purposes, regardless of the fact that the enterprise was created as a separate entity.

P L R  9809013.

The IRS determined that it must consider all the facts and circumstances, 
particularly the state’s degree o f control over the enterprise and the state’s financial 
commitment to the enterprise. Key factors were that the municipality had made a 
substantial financial commitment by providing all of the start up money as well as 
portion of the annual costs. Other important factors included the significant influence 
exened by die municipality, its power to amend or terminate the trust at any time, the 
control over day-to-day operations by a city employee, approval of the board by the city 
legislative body, and the requirement that the board act only as authorized by the statute. 
Id.

Yet in PL R  9217032 (Jan. 27, 1992), the IRS determ ined  that a mine reclamation 
trust fund created tinder state law was not an integral part of the state because it was 
separately oiganixcd as a trust under slate law, the trustees had total discretion over the 
funds, and the trust could accept funds from nongovernmental sources. It is difficult to 
square this ruling with the later disaster fund rulings, except that it was clearly a 
separately organized legal entity.

Whether the governing board is appointed by the state or independently elected 
was a deciding factor in PLR 8944031 (Aug. 7, 1989). That ruling held that a soil and 
water commission was an integral part of the state, but die soil and water districts were 
not an integral part because the governing bodies consisted of four independently 
elected members and only one government appointee.

Mi. James L. Baldwin
April 7,1998
Page Twenty



Yet another group of rulings echo the MET ruling in considering the source 
and/or destination of the assets and mcome of the entity. In 1994, the IRS held that a 
trust fund created by a state court to collect private contributions to pay for judges’ 
portraits was an integral part of the state. PLR 9439008 (June 30, 1994). The funds 
were from private sources and there was no financial commitment on the part o f the 
government. A key factor in the ruling, however, were that the court created the trust 
and controlled it through its ability to select and discharge the state employees who 
controlled the funds and the trust. Moreover, reflecting the IRS’s interest (sometimes) 
in the destination o f funds, the ruling was expressly made contingent on trust documents 
being amended to provide that any funds remaining after the pmposes v ere met would 
be delivered to the government’s general fund. The ruling concluded tliat the trust was 
an integral part o f the state, since it was created by the court, controlled by the court 
officers, and upon termination, any remaining funds would go the state general fund.

In another ruling, the IRS considered a “lifeline” fund, created by the state to 
subsidize the utility rates of the poor, and concluded that it was an integral part of the 
state. The fund was created by statute, although it is unclear from the ruling what its 
legal status was. The funds came from a state-ordered surcharge on utility bills, and 
were invested until paid out to needy individuals. It was administered by a committee 
appointed by a state commission. No state officials served on the governing committee. 
The fund’s budget was subject to state review, and annual reports were submitted to the 
legislature. If terminated, assets would be distributed as ordered by a state public 
utilities commission, but could not revert to private interests. The IRS concluded that 
the fund was an integral part o f the state due to the state’s control over the creation, 
operation, funding, and supervision of the fund. PLR 8931042 (May 8, 1989). The fact 
that the assets and income were paid out entirely to private individuals did not seem to 
merit discussion.

Another recent ruling addressed funds created by state officials from the 
proceeds o f litigation judgments or settlements. The state created two funds to hold 
settlement payments received as a result of litigation by the attorney general. PLR 
9733003 ((May 9, 1997). A fund was created in the state treasury to hold litigation 
judgments or settlements, and was controlled by the treasury department. Distributions 
from the fund were made pursuant to court order. All income from investment of the 
fund was deposited in the fund. Fees were paid to the treasurer for investment and 
administrative services. The fund consisted of two litigation settlements, funds A and
B. Settlement A was from state litigation against a trade school. The state court’s order 
required the Attorney General to create a fund, fund A, to receive payments from the 
defendants for civil penalties, attorneys fees, and restitution to students o f the school.
In other words, the proceeds in the fund were to be paid as restitution to the individual 
claimants. The second fund, fund B, consisted of settlement proceeds o f antitrust cases
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in federal court brought by the state as parens patriae for its residents. The plaintiff 
class members who were to receive the settlement proceeds in fund B were the state and 
municipalities.

The state argued that the funds were an integral part of the state.1* In discussing 
the “integral part” issue, the IRS noted that the ctate was involved in the administration 
of the funds, and state employees, acting in their governmental capacities conducted the 
funds’ business. In bolb cases, a court controlled distributions and the state remained 
answerable to the court regarding its administration of the funds.

For fund A, the state controlled disbursement because of the jurisdiction o f the 
state court. The state was not responsible for shortfalls in either fund aod did not 
contribute state funds to either fund. The state did not have the authority to access the 
assets or income of the funds for the benefit o f the state. The state’s only financial 
interest was as a potential claimant. Regarding fund A, the IRS determined that the fiind 
benefited private parties and lacked public benefit, and was not an integral part o f the 
state.

Regarding fund B, the IRS determined that the state lacked the requisite level of 
control since disposition of the assets and income had to be determined by a federal 
court. 'r ue IRS concluded that the Fund was not an Integral part o f the state, but rather 
was a form of rccciverslup imposed on the state by the court.

The litigation settlement ruling is instructive in that it focuses on two concerns 
of the IRS. The focus on creation and control by the stale has long been an element of 
the “integral part” theory. The focus on “private benefit” however, is a recent 
development. At times, private benefit appears to be the determining factor, as in this 
ruling and the MET rulings. Yet just as often, programs such as the disaster insurance 
programs, tliat unquestionably have an almost exclusive private benefit are held to be 
“integral parts” of the state. See also PLR 8925010 (March 21, 1989) (city development 
district is integral part of city even though money reverts to private property owners 
upon dissolution).

Corporate, status docs not explain the distinction, since the Hawaii hurricane 
fund, for example, was a corporation. Curiously, this new destination of income 
analysis is borrowed from the section 115 analysis, discussed below, and the private 
benefit focus, which we see in both “integral part” and section 115 rulings, appears to be 
borrowed from section 501 charitable organization law, which forbids any nonincidental

Mr. James L. Baldwin
April 7, 1998
Page Twenty-Two

16 The state also argued that the income o f  the funds would be excluded from income 
under section 115. Sec discussion below at page 25-32.
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private benefit. It is unclear why the IRS has adopted this analysis, but it is equally 
dear that not only is it now a key element under section 115, there is a not insignificant 
likelihood that the IRS may well import it into an “integral part of the state” 
determination as well.

D. Summary Regarding Integral Part Theory
Overall, we believe tliat these developm ents have helped to further elucidate the 

courts’ and the IRS’s rationale under the integral part theory in ways that generally are 
favorable to the fund and the APFC. The MET decision is particularly generous, as are 
the disaster fund rulings.

Te.n yr.ars after the Report, the fact that APFC is structured as a corporation 
continues to give some cause for concern. Commentators have argued that the use of a 
separate entity, such as a corporation or a trust, must preclude integral part status, and 
must be analyzed under section 115. This docs not seem to be the IRS position, 
however. Although the rulings of the last 10 years continue to be inconsistent on this 
point, it appears that, given sufficient indicia of control and financial commitment by the 
state, a corporation or trust is not automatically precluded from being an integral part of 
the state.

In this case, the assets and income ar e not those of the corporation, but rather 
belong to the State. As a maner of statute, APFC is simply the manager of the Fund 
assets. This has been reinforced through the 1992 amendment of section 37.13.030 
which now plainly clarifies that the assets are managed and invested by APFC, ratheT 
than “allocated to” APFC. Similarly, the annual report clearly reports income and assets 
as those of the Fund, and not the corporation.

Certainly, it would appear that - apart from die corpurate structure issue - state 
creation, control and domination, and declaration of state purpose arc essential factors. 
Similarly, the MET and disaster fund rulings seem to teach that some not significant part 
of the assets must come from the state, and that it must have some financial risk in the 
enterprise. The IRS’s MET ruling reflects the IRS’s evolving but erratic interest in the 
destination of funds a$ well although thie did not appear to concern the 6th Circuit.

A comparison of MET with the Alaska Permanent Fund and APFC is bodi 
instructive and reassuring. The key characteristic of the MET and similar prepaid 
tuition programs, which gives pause to the IKS and, we suspect to any court, is the

 ^ source and destination of the program funds at issue. The MET may have had all the
appearances o f being a part of the state, but it was still wholly a private activity 
mndnr.ted by private, investors for the benefit o f private b e n e fic ia r itB . The Gtate
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contributed only minimal start-up administrative funds, all of the funds were entirely 
private funds, the MET’s assets were not considered to be state assets, the income was 
not state income, and upon dissolution, the assets reverted to the investors rather than 
the state. The IRS-state negotiations over the disaster fund rulings, and subsequent 
rulings in other areas, discussed below, reveal that the source and destination of the 
assets and income, as well as private benefit, are becoming significant concerns o f the 
IRS with respect to the integral part doctrine, as well as section 115.

In contrast, the assets and income of the Alaska Permanent Fund are 
unquestionably those of the state, and nol the corporation or any private person. While 
the legislature has chosen to appropriate certain state funds to the dividend program, the 
recipients do not have an entitlement to the income of the Fund. If  the corporation were 
dissolved, the assets would rem ain those of the State, and would not accrue to any 
individuals. This argument, of course, is premised on the legislature’s ultimate control 

( over any allocation, appropriation, or payment to private persons. If at any time, the 
legislature or government loses that power of appropriation, or private persons are 

I granted an entitlement to the assets or income in the Fund, this argument is considerably
\ weakened.

What plainly bothers the IRS about prepaid tuition programs, although it seemed
to be unabh; to discuss it openly in the MET ruling, is the appropriateness of “lending” 
the slate’s tax-exempt status to private investors so they can cam a greater return on 
their investment than they might otherwise. IRS officials have frequently raised this 
objection in public discussions of prepaid tuition programs. Apart from tax-exempt 
bonds, the tax code is full of provisions designed to prevent taxable persons from 
benefiting from a charitable organization’s exemption (e.g., UBIT). The IRS views 
such programs os opening the door to abuse.

On die other hand, the M E T  decision and disaster fund rulings indicate that 
private benefit does not, in all cases, undermine the integral part argument. It would 
appear from both MET and the disaster fund rulings that sufficient indicia of state 
control and public purpose c r i support integral part status, despite the existence of 
significant private benefit. Obviously, however, it is an open question whether dividend 
payments to individuals outside the context of a higher education purpose (or 
governmental pensions, or health insurance claims, or other “approved” governmental 
or public purpose) will suffice to satisfy the public purpose criterion.

Unfortunately, since the IRS continues to reject the holding and rationale o f the 
6th Circuit’s MET  decision, it is clear that it could not be relied on as a basis for 
obtaining a ruling. Similarly, it likely would provide cold comfort in an administrative 
proceeding, such as an audit or appeal. We suspect that other courts may well be

Mr. James L. Baldwin
April 7,1998
Page Twenty-Four
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skeptical o f its reliance on the political subdivision cases in particular, or its apparent 
finding that “instrumentality” status is sufficient for exemption under the “integral part'’ 
theory.

Although it is difficult to reconcile the IRS’s continuing hostility to prepaid 
tuition plans, which the IRS labels as private investment schemes that seek improperly 
benefit from the state’s exemption, with its generous position on disaster insurance 
programs, a key distinguishing factor is the element of the state’s financial commitment 
to the enterprise. The IRS insisted that the disaster programs include a significant level 
of state financial commitment as a source of funds, such as through contributions of 
funds, earmarking of certain tax or fee revenues, or allowing certain debt obligations to 
be backed by the state’s full faith and credit. In the case o f the Fund, it is an essential 
distinction that the assets clearly arc those of the State.

IV. Section 115 Exclusion From Income
The previous Report concluded thai the Fund might alternatively claim exclusion 

of income under section 115, although that position was not entirely free from doubt.17 
Section 115 requires: (1) that the income of an instrumentality be derived from an 
essenu'al governmental function, and (2) that the income accrue to the State. We noted 
that the few judicial authorities did not clearly support this argument, yet the IRS 
appeared to be more liberal than the courts in applying section 115 in the ruling context, 
particularly with respect to finding “accsnal” of income by the State. Since 1988, 
section 115 has been discussed on only one reported case, Michigan v. United States,
802 F.Supp. at 120, described above, which was reversed by the appellate court without 
discussion of section 115. The IRS has issued one precedential ruling and 
approximately 170 nonprecedential rulings in this area.

A. Michigan Educational Trust
In Michigan v. United States, the state made the alternative argument that the 

MET’s income was excluded from gross income under section 115. In the private 
ruling, the IRS did not discuss the essential governmental function prong o f  the statutory 
test, concluding rather that the accrual requirement was not met because the income 
served private interests that were more than incidental to the public interest. PLR 
8825027 (March 29,1988). The MET provided direct economic benefits only to

17 Section 115 and "integral part” theory are not merely alternative arguments. The 
distinction has important consequences — if the income were excludible under section 115, 
APFC would be required to file tax returns.
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provide participants who were the beneficiaries of a c ontract. The IRS stated “The basic 
principle underlying section 115 is that property (including any income thereon) must be 
devoted to purposes which are considered beneficial to the community in general, rather 
than particular individuals.” PLR 8825027.

The District Court also did not discuss the "essential governmental function" 
requirement, although its discussion o f the “integral part” claim and 501(c) exemption 
claim certainly suggest that the Court found that element wanting. M i c h i g a n , 802 F. 
Supp. at 123-125. Instead, it held that section 115 did not apply because MET did not 
satisfy the accruu requirement. 8U2 F. Supp. at 124. The opinion reaffirmed earlier 
cases which require an actual or bookkeeping transfer of income to the state, or require 
that the state have a vested right or enforceable claim to the income. Id. In contrast, the 
MET statute expressly provided that the state had no claim to either MET’s assets or 
income. The possibility of excess assets passing to the state upon dissolution was too 
remote lo constitute “accrual”. Id. al 124.

The 6th Circuit, having ruled that the ML 1 was an integral pan of the state, 
found it unnecessary to reach the section 115 issue. MET, 40 F. 3d at 829. In its 
discussion of the “integral part” theory, the Court effectively made the case that 
financing higher education was an essential governmental function, distinguishing 
Philadelphia National Bank v. United Slates, 666 F. 2d 834 (3d Cir. 1981), cert, denied, 
457 U.S. 1105 (1982) (which suggested lhal higher education was not an essential 
governmental fiinction). We suspect that even the 6th Circuit, had it addressed the 
section 115 claim, also would have found the accrual element wanting. Under MSSIC, 
potential escheat to the stale is not accrual, and the lack of a state financial obligation or 
risk of state funds is fatal. 308 F. Supp. at 765-766.

B. Rev. RuL 90-74: Pooled Insurance Funds
The IRS has only issued one authoritative ruling under section 115 since 1988. 

Rev. Rul, 90-74,1990-2 C.B. 34, although this ruling has prompted many dozens of 
private rulings under section 115 addressing pooled risk-sharing or self-insurance funds 
formed by political subdivisions. These follow Rev. Rul. 90-74, which held that the 
income of an organization formed, operated, and funded by political subdivisions to 
pool their casualty risks or other risks concerning public liability, workers 
compensation, or employee health benefits, is excluded from income under section 115. 
The key test is whether private interests participate in the organization or benefit more 
than incidentally from the organization. However, the fact that the purpose of the entity 
is to insure and reimburse payment of claims to individuals has been held to be an
incidental private benefit. PLR 9741002 (June 26, 1997); PLR 9740005 (June 26,
1997); PLR 9646026 (Aug. 20, 1996).

Mr. James L. Baldwin
April 7,1908
Page Twenty-Six
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Rev. Rul. 90-74 illustrates the typical ruling. The political subdivisions agree to 
create a pooled self-insurance entity, which could be a corporation. See, e.g., PLR 
9646026 (Aug. 20, 1996); PLR 9101005 (Sept. 1 ,1 9 9 0 ) /  In some cases, the pooling 
entity was created or authorized by state statute. This did not appear to be a necessary 
factor, although it supported the finding of essential government function. Each 
participating body authorized participation in the entity. The board was elected by the 
member political subdivisions, and controlled the entity. Typically, the state treasurer 
managed the fund, although this was not the case in all the rulings. Each member 
contributed funds from general revenues based on actuarial risk determinations. The 
entity received investment income. The entity reimbursed members for casualty losses. 
In the event of dissolution, assets would be distributed to member political subdivisions. 
The rulings held that the investment of funds was a necessary incident o f  the power of 
governmental entities to raise revenue and meet expenses. The rulings also concluded 
that insuring political subdivisions against risk arising from governmental activities also 
was a governmental obligation. The rulings determined that risk pooling (rather than 
purchasing commercial insurance) fulfilled the obligations o f the political subdivisions 
to protect their financial integrity. A universal requirement was that no private interests 
participated in or benefited from the operation of the entities. The IRS concluded that 
the entities performed an essential governmental function. Regarding the accrual 
requirement, the rulings observed that, since income was used to reimburse losses 
incurred by the participating political subdivisions or to reduce their annual fees, and did 
not benefit private interests, and since assets would be distributed to members upon 
dissolution, the income accrued to a political subdivision. Any private benefit to 
employees (i.e., payment of claims) from insuring against these risks was incidental to 
the public benefit.

C. Section 115 Rulings
Since 1988, the IRS has issued over 170 private rulings under section 115, triple 

the number during the previous decade. These rulings generally look to Maryland 
Savings Share Insurance Corp. v. United States, 308 F. Supp. 761 (D. Md.), rev'd on 
other grounds, 400 U.S. 4 (1970) C M SSIC ') and Rev. Rul. 77-261,1977-2 C.B. 45 for 
guidance.

18 Apparently, even if these self-insurance entities are not organized as separate 
corporations, they are treated as such by the IRS (absent exclusion under section 115) because 
unincorporated entities primarily involved in insurance activities are taxable as corporations. 
Rev. Rul. 83-132,1983-2 C.B. 270.
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The key “essential governmental function" factors must uflen cited in the rulings 
include state control and domination, the importance of the activity to the state as 
evidenced by legislation declarations, and the extent of the state’s own investment in the 
enterprise, which indicates whether the state viewed the function as sufficiently essential 
“to lay its money on the line.” The rulings look at the state’s investment in the 
enterprise, whether the state bears the operating costs, and whether the state has 
committed to meet the liabilities of the enterprise. The key accrual factors seem to be 
whether income is paid to or credited to the account of the state; whether, upon 
dissolution, the enterprise’s assets will be transferred to the state; and the extent of 
private benefit.

1. State Investment Fund*

In recent years, the IRS has considered investment pools established on behalf of 
political subdivisions, and has reaffirmed its position in Rev. Rul. 77-261, 1977-2 C.B. 
45, that investment o f public funds can be an essential governmental function. In PLR 
9541030 (Oct. 13,1995), the IRS ruled that the income of an unincorporated investment 
pool established by several political subdivisions was exempt from federal taxation 
under section 115. The puipose was to permit investment of idle funds. The investment 
objective was maximum current income consistent with the primary objectives of 
preservation of capital and maintenance of liquidity. The fund members were political 
subdivisions and their integral pans. A nonprofit corporation was organized solely to 
govern the fund. The board of the corporation managed and administered the fund; 
board members were elected by the member political subdivisions. The state treasurer 
served 03 president of the corporation and was a board member. The net assets ua 
earnings did not inure to and were not distributed for the benefit of any private persons. 
Members could withdraw their funds with interest at any time. If  the fund dissolved, the 
net assets would be distributed to the fund member political subdivisions. The IRS 
relied on Rev. Rul. 77-261, concluding that the fund performed an essential 
governmental function. The income was used solely to provide benefits to members, 
which were political subdivisions, and in the event of dissolution, all assets were to be 
disulbuied to member*. Consequently, the IRS concluded that the income accrued to 
political subdivisions within the meaning of section 115. However, since the exemption 
from income was under section 115, the IRS ruled that the fund was required to file a 
tax return. The ruling did not address the tax status o f the nonprofit corporation

Similarly, in PLR 9435031 (Sept. 2 , 199d), the IRS considered a pooled 
investment fund created for state school districts to invest surplus funds. Because the 
school districts herd the power to tax, it was held dial they were political subdivisions. 
The fund was a public corporation authorized by state statute. It was governed by a 
board. All but one board member were elected by the participating school districts, and

Mr. James L. Baldwin
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Page Twenty-Eight
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were school district employees. The board held legal title to cash and other piopeity 
contributed by the members. The board could enter into contracts for administrative and 
custodial services. The investment goals were safety, liquidity, and return on 
investment. The income could not accrue to a private party. Upon dissolution, assets 
would be distributed to the members.

The IRS concluded that ‘‘[t]he investment of positive cash balances by a state or 
political subdivision thereof in order to receive some yield on the funds until they are 
needed to meet expenses is a necessary incident of the power of the state or political 
subdivision to collect taxes and other revenues for use in meeting governmental 
expenses.” Therefore the fund performed an essential government function. Since no 
part of it accrued to any private party, members could redeem their interest at any time 
except during emergency situations, and the dissolution clause provided that the assets 
returned to members. The IRS held that the income accrued to a state or political 
subdivision. The fund was a wbully-owned instrumentality of the political subdivisions, 
and its income was excluded under section 115.

This approval of governmental investment activities as essential governmental 
functions has been criticized by some commentators who favor restricting state 
exem ption from  federal taxation. It also potentially  creates som e tensions w ith the IRS 
position on programs like the prepaid tuition programs, where the IRS takes the position 
that it is not an essential governmental fuucliun fur the government to lend its own 
exem pt status to the investment activity of individual investors. The IRS faces this 
difficulty particularly in reviewing programs in which the state indirectly conducts 
investment activity on behalf of individual beneficiaries.

2. Litigation Settlement Funds

As discussed above, several rulings address funds created by state officials from 
the proceeds of litigation judgments or settlements. In one case, a state created two 
funds to hold settlement payments received as a result of litigation by the attorney 
general. PLR 9733003 ((May 9, 1997). Settlement A was from state litigation against a 
trade school; the proceeds in fund A were paid as restitution to the individual claimants 
who were former students of the schuul. The second fund, fund B, consisted of 
settlement proceeds of antitrust cases in federal court brought by the state as parens 
patriae for its residents. The plaintiff class members who were to receive the settlement 
proceeds in fund B were the state anu municipalities.

The IRS seemed to conclude without di6cu£6ion tiiat tho funds were un essential 
governmental function. Applying the accrual test, however, the IRS deter.nined that 
only the income of fund B was excluded from gross income under section 115, since
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that income eventually accrued to the state and municipalities, while private parties 
received more than an incidental private benefit from fund A.

3. O ther Section 115 Rulings
Other rulings under section 115 continue to illustrate that the IRS is, 

inexplicably, more liberal than the courts in finding both essential governmental 
function and accrual.

Fox example, a decedent bequeathed property to a city in trust to be used 
exclusively to establish and support a library. The IRS recognized libraries as ordinary 
municipal functions, and concluded that section 115 was met without any analysis o f the 
accrual requirement. PLR 9115016 (Jan. 10, 1991). Although there was no private 
benefit, there also was not accrual to the city, at least not as it has historically been 
understood. The city had no control over the library, its assets or income, and under the 
terms o f the bequest, the assets and income could not be used by the city for any other 
purpose. Thus, the apparent lack of control did no'; seem to affect the determination of 
either essential governmental function or accrual.

A mine reclamation fund ruling provides another unusual ruling relating to 
accrual. PLR 9126027 (March 29, 1991). As part o f a mine reclamation program, a 
state created an insurance program to pay private property owners for land subsidence 
due to mining. The program was funded by a federal grant. Homeowners paid a fee to 
participate. Upon termination, the remaining funds reverted to the federal government, 
not to the state. The ruling determined that such a program was an essential 
government'll function. It concludes that the accrual requirement was satisfied because 
all of the income "used to perform the public purpose,” which was payments to private 
landholders. Curiously, there is no discussion of the fact that the entire purpose o f  the 
program was a substantial private benefit limited to participants in the program. This 
would appear to be inconsistent with the IRS’s ruling with respect to the Michigan 
Educational Trust, although it is consistent with the IRS rulings under the “integral part” 
theory relating to disaster insurance programs,19

Mr. James L. Baldwin
April 7,1998
Page Thirty

19 This ruling also is inconsistent with GCM 39006 (June 28, 1983), which reviewed a 
similar mine sjbsidence fund which was established by statute but run by insurers. The IRS 
ruled that the state had no long-term commitment (other than a start-up loan) and received no 
flnancia’ benefit. The beneficiaries were private landowners. The IRS denied exclusion under 
section 115. PLR 9126027 does not mention GCM 39006, which suggests that the accrual test 
requires a direct financial benefit to the state.
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D. Sum m ary of Section 115

It is clear from the rulings that the IRS adopts a very broad view that an 
“essential governmental function" is whatever the state legislative says it is. Most 
rulings quote Rev. Rul. 77-261, which stated the prem ise that ‘“it may be assum ed that 
Congress did not desire it any way to restrict a state’s participation in enterprises that 
might be useful in carrying out those projects desirable from the standpoint o f the state 
government which, on a broad consideration of the question, may be the function of the 
sovereign to conduct.” See, e.g., PLR 9669634 (Dec. 1,1995).

For purposes of the accrual test, the IRS has long looked to the destination of the 
funds and more particularly, lookE for benefits to private individuals, which apparently 
is fatal under section 115 (although apparently not under the “integral part” theory, 
under the MET decision and disaster fiind rulings). Certainly in the MET ruling, the 
IRS made its decision based on a private benefit analysis without any actual discussion 
of accrual. This seems to reflect a oend toward emphasizing a concern with benefits to 
private individuals over the historical understanding of thr accrual test (which required 
that the income must accrue in a technical sense). See Rev. Rul. 90-74. To some extent 
the IRS appears to use the private beneficiary test as a separate requirement from tire 
accrual test, rather than a pan of it, see, e.g., PLR 8S25027 (MET). On the other hand, 
there are numerous rulings in which the IKS has granted section 115 exclusion to 
governmental pension plans, which exclusively pay benefits to individuals. See, e.g.,- 
G.C.M. 34704 (Dec. 2.1971); PLR 8825027 (July 2,1988). The IRS has not explained 
how it distinguishes pension plans from prepaid tuition plans in terms o f the applicable 
criteria. One possible explanation is that the rulings also appear to reflect a trend toward 
examining whether the activity bcncfiis the government financially by relieving it of 
some present or future financial obligation, which can have the effect of permitting 
private benefit which is considered “incidental” to the public benefit, resulting in an 
even more generous application of section 115.

Although there is no authority for this argument, it may be possible to argue 
under section 115 that any income that does not benefit private parties (i.e., is not 
transferred to the dividend fund) should be excluded under section 113. We And no 
rulings addressing whether income can be allocated in this fashion, although the MET 
ruling determined that the payments by the stste and investors into the fund were 
excludible, presumably as some form of “capital" contribution. Section 115 does not 
purport to characterize all of the income of an entity as taxable or excluded from gTCSS 
income. Rather it provides that “gross income does not include" income of a certain 
character. Arguable, income that in fact accrues to the state should be excludible, even 
if die income Lhai ultimately benefits private persons might not be.
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V. O th e r  Developments

We understand that there have been several factual developments which we 
believe enhance the Fund’s position. These include legislative clarification of the 
Permanent Fund provisions and other statutory provisions, state court decisions, 
Attorney General opinions, and perhaps subtle changes in the way the APFC presents 
itself publicly and in publications such as its annual report. There may well other 
developments that we have failed to note here that also serve to enhance the Fund’s 
position in asserting these legal arguments.

For example, AS section 37.13.030, which formerly stated that tne Fund's assets 
were “allocated to" the APFC, was amended in 1992 to state that the Fund’s assets w ere 
to be managed "by” APFC, thus clarifying that the statute creating the APFC effected no 
change of ownership. See also AS 37.13.020, .140, .130, .160, .170, .180, .190 for 
similar changes in reference from APFC to the Fund. In particular, the statute no 
longer refers to the "net income of the corporation” but rather to the “net income of the 
Fund.” AS 37.13.140.

We note that there have been, over the years, positive albeit subtle changes in the 
language used by APFC to describe its functions and role vis a vis the Fund and the 
State. The Annual Report plainly indicates that the assets and Income are those of the 
Fund, and that APFC is a state instrumentality' which is the investment manager and not 
the owner. We understand that APFC’s accounting procedures record the assets and 
earnings as those of the Fund, and the earnings reserve account is reported on a public 
fund model rather than a corporate model.

The Alaska Supreme Court confirmed that the earnings reserve account is 
subject to legislative appropriation and cannot be spent absent a legislative 
appropriation. Hickel v. Cowper, 874 P.2d 922,934-935 (Alaska 1994).

Since 1988, several Attorney General opinions have reinforced earlier opinions 
with respect to the Fund and APFC’s relationship to the State and the applicability of 
certain rtate laws. For example, the Attorney General determined that all operating 
funds of the APFC are public funds subject to the constitutional requirement that they be 
used only for a public purpose, and could not be expended in a manner inconsistent with 
the government-approved budget. The opinion further concluded that the APFC was 
subject to the State’s Open Meetings Act and the Ethics Act, both of which apply only 
to governmental agencies. OAG File No. 663-93-0397 (July 6. 1993). Similarly, the 
A AG determined that the APFC is subject to stale contracting and procurement 
requirements applicable to state agencies. OAG File No. 663-93-0250 ( Jan. 26, 1993).

Mr. James L. Baldwin
April 7, 1998
Page Thirty-Two
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VT. Conclusion and Recommendations
We continue to recommend that the State take the position that the Fund and 

APFC are integral parts of the state, and thus not subject to federal taxation, relying on 
the authorities cited in our prior Report and the MET decision. We recommend that 
section 115 be presented as an alternative basis for exclusion of income from federal 
taxation, relying on the authorities cited previously and Rev. Rul. 90*74.

The many rulings issued by the IRS, while not authoritative, arc nevertheless 
instructive. It is clear that many of the factors discussed in rulings relating to legislative 
purposes, governmental function, and state control arc present in the Fund and APFC. 
See Report at 45-64,104, 122-25. The recent rulings reinforce the importance o f these 
indicia of state creation, control and domination. While wc would reiterate our 
preference that the Fund be managed by an agency rather thru a corporation, the 
statutory amendments and other changes in the APFC’s mode o f doing business have 
done much tu relieve this concent. The several rulings granting integral pail status to 
corporations also indicate that although this may be an important threshold 
consideration for the IRS, it docs not appear to be determinative given sufficient 
evidence of state control and financial commitment.

We continue to be concerned about the potential perception of the dividend fund 
program as an improper private benefit, particularly in light of the wide-ranging 
discussion abut, the future of the Fund and the dividend program. While private benefit 
has always been an element of the accrual test under section 115, it increasingly appears 
to be an important criterion of independent significance. The rulings suggest that 
private benefit is simply impermissible under section 115. other than that incidental to 
the public purpose (e.g., payment of state employee insurance claims under a pooled 
insurance program). It is unclear to what extent the income of the Fund, although it 
clearly accrues to the State, might be considered to ultimately benefit private 
beneficiaries.

The developments of the last ten years also have revealed the surprising extent to 
which this concern with private benefit seems to be influencing the IRS’ interpretation 
of the “integral part” theory. Since that theory has been developed in only one case, 
MET, which the IRS rejects, the IRS presently is to a great extent in a position to 
interpret “integral part of a state” as it chooses, constrained only by its own prior (and 
reversible) rulings. On the other hand, the disaster fund rulings seem clearly to suggest 
that private benefit is not a bar to an entity being characterized as an integral part of the 
slate. In cases where there is significant private benefit, the IRS appears to be willing to 
overlook it if there is not only sufficient evidence of public purpose and state control, 
but also a significant state financial commitment such that the assets of the state are at 
risk in the enterprise. Although this focus on the state’s financial commitment docs not
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appear to be greatly emphasized in the rulings, it was clearly the guiding principle in the 
IRS’s negotiations with the states regarding those rulings. And certainly that element is 
satisfied with respect to the Fund.

The private benefit arguably represented by the dividend program continues to 
fall into a gray area in terms of public purpose. At one end of the spectrum are the 
approved disaster insurance programs> The IRS found a sufficient governmental 
purpose to help its citizens protect themselves against natural disasters in the wake of 
significant disasters with profound economic consequences for the state. The IRS may 
have been particularly persuaded by the suggestion that, absent such programs, the 
financial consequences would be borne more directly by the state. At the other end of 
the spectrum are the prepaid tuition programs, which the IRS characterized as private 
investment schemes wrapped in the state’s cloak of tax exemption. It may be difficult to 
argue that the dividend program is more like the former than the latter.

We believe that as long as the income from the Fund clearly accrues to the State 
and no individual has a vested interest in the income or assets of the Fund, the income 
and assets are those of the State alone, and thus not subject to federal taxation. How the 
State chooses to appropriate or spend its revenues should have no impact on this 
determination, except perhaps to further reinforce the argument that the investment 
activity is an integral part of the State and essential governmental function. And as iong 
as the dividend program ie implemented os a matter of legislative grace, we believe that 
it will be difficult for the IRS to argue that, having earned the income (investment being 
an appropriate public purpose and essential governmental function), it is not entirely 
within the discretion of the State to appropriate it as it sees fit, whether through 
legislative allocation or annual budget appropriations.

Conversely, to the extent that the Fund, or some portion of it, becomes 
irre v e rs ib ly  dedicated to the benefit of p rivate  benaficiaries, or to the extent that the 
dividend program becomes an entitlement that is beyond the reach of the government 
then it becomes more like the prepaid tuition programs and is subject to potential 
challenge by the IRS as a private, rather than public, investment activity.

Mr. James L. Baldwin
April 7,1998
Page Thirty-Four
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Kenai, AK 99611 
09 -22 3 /G

Ms Patricia Haugom  
3 0 7  North Chugiak 
Pa lm er, AK 9 9 6 4 5  
2 7 -0 2 3 /R

Ms Lucille T Frey 
H C 02 Box 7 3 4 2  
Pa lm er, AK 9 9 6 4 5  
2 7 -0 0 5 /R

Ms Juanita M Griffith 
HC 01 Box 811 
Kenai, AK 99611 
09 -2 2 3 /D

Ms Patricia A Haugstad 
1 9 53 3  Eag le  R iver Rd 
Eag le  R iver, AK 9 9 57 7  
24 -4 4 3 /U

Ms Veronica L Frost 
12 00  Century Cir # 13 
W asilla , AK 9 9 6 5 4  
2 6 -0 3 8 /R

Ms Saundra L Guidry 
4 1 0  E. G lenwood Ave. #G 15 
W asilla , AK 9 9 6 5 4  
26 -0 3 8 /R

Ms Im ogene W  Hawkins 
2 2 0 9  Je ffe rson  Avo 
Anchorage , AK 99 51 7  
1 1 -2 51 /R

Mr Jon  R  Furlong 
P O  Box 2 8 3  
Kenai, AK 99611 
0 9 - 2 17/U

Ms lla C Hammond 
1640  Lily Pond Cir 
Anchorage, AK 9 9 50 7  
19-373/A

Mr Keilh L Hediger 
3 8 5 8  Lake St S te 20  
H om er, AK 9 9 6 0 3  
06 -04 3 /N

Mr Jam es A Garhart 
PO  Box 8 7 2 5 3 3  
W asilla , AK 9 9 6 8 7 -2 5 3 3  
27 -019 /A

J Hansen 
10 00  Iroquois Dr 
W asilla , AK 9 9 6 5 4  
2 7 -009 /U

Ms Virginia M Hedin 
PO  Box 2 0 0 9 1 4  
A nchorage , AK 9 9 52 0  
2 0 -3 9 1 /U

Mr G eorge L Garten III 
HC 8 5  Box 9 8 0 2  
E ag le  R iver. AK 99 57 7  
2 4 -4 3 1 /D

Ms Shirley M Hanson 
2 3 0 4  R oo seve ll Dr 
Anchorage , AK 99 51 7  
11 -251/N

Mr Jack  Heiritzman 
2341  Tundra R o se  Drive 
W asilla , AK 9 9 6 5 4
?/?

Mr Mykel G eorge 
P O  Box 2 4 3 8 7 3  
A nchorage , AK 9 9 5 0 3  
2 0 -383 /N

Mr Daniel B Hardy 
PO  Box 8 7 4 0 9 2  
W asilla , AK 9 9 6 8 7  
2 7 -0 1 9/R

Mr S tan Hointzman 
9 7 6  N Herm on 
W asilla , AK 9 9 6 5 4  
2 7 - 0 1 9/N

Ms Beverly A Giles 
PO  Box 520241  
Big Lake, AK 9 9 6 5 2  
2 8 -0 0 3 /0

Ms Kathy Harrington 
H C 04 Box 7456 -E  
Pa lm er, AK 9 9 6 4 5  
27 -005 /A

M rG  Hendon 
8 0 0  F Street D -2 
Juneau , AK 99801 
0 3 -3 7 0 /R

Ms Anno Girling 
H C 32  Box 66 89A  
W asilla , AK 9 9 6 5 4  
2 7 -0 1 9/U

Mr Rick Harrington 
H C 04 Box 74 56 -E  
Pa lm er, Ak 9 9 6 4 5  
2 7 -0 0 5 /R

Ms Linda W  Hoover 
PO  Box 2 0 0 5 2 2  
Anchorage , AK 99 52 0  
16 -323 /U
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« j  Mr Josh  J Howard Ms Barbara D Kalen Mr Je ff Kuehl
PO  Box 8 7 1 7 4 8 PO  Box 3 1 7 4 8 3 2 7  Pa tsy  Ct

m  W asilla , AK 9 9 6 8 7 Skagway, AK 9 9 8 4 0 So ldo tna , AK 9 9 6 6 9
■  28 -0 2 5 /U 05 -240 /D 0 7 -1 77 /U

0! Ms Violet M Howard Mr Leo Kaye Ms D ianna D Kukowski
M  4 6 9 6 4  Spruce Haven St II2 HC 3 0  Box 12 93 4 3311  W  83 rd  Ave
-•>< Kenai, AK 99611 W asilla , AK 9 9 65 4 Anchorage , AK 9 9 50 2
g  09 -2 2 7 /R 2 8 -0 1 5/R 12 -267 /U

9  Mr Charles R  Huggins Ms G loria Kenyon Mr Erik Kvalheim
.{j PO  Box 8 7 8 1 1 5 PO  box 5 2 0 1 2 7 PO  Box 8 7 8 2 3 2
'fi W asilla , AK 9 9 6 8 7 -8 1 1 5 Big Lake, AK 9 9 6 5 2 W asilla , AK 9 9 6 8 7
1  2 8 - 0 2 1/R 28 -003 /N 28 -021 /N

vjj Mr Howard Hughley Mr Richard O  Kenyon Mr R og e r C Laber
1  PO  Box 8 3 6 5 PO  Box 5 2 0 1 2 7 3 1 9  Riverside Dr

Nikiski, AK 9 9 6 3 5 Big Lake, AK 9 9 6 5 2 So ldo tna , AK 9 9 6 6 9
f  0 9 -2 2 7 /U 28 -003/N 0 8 -1 99/U

|  Mrs W endy A Hunter Mr Jack A Kers lake Ms Mary Lamphere
I  PO  Box 1338 1234  Joan  Of Arc HC 01 Box 6166 -M 3
I W ard C ove , AK 99 92 8 Pa lm er, AK 9 9 6 4 5 Pa lm er, AK 9 9 6 4 5

01 -1 0 5 /U 27 -0 2 3 /R 26 -0 0 4 /U

Mr Robert Irlbeck Mr John J Ketscher Ms Sheila M Lankford
P O  Box 113 PM B 196 - 2 0 2  Center St Sto 3 1 5 8 1 6  Oceanview  Dr
Pa lm er, AK 9 9 6 4 5 -0 1 1 3 Kodiak, AK 9 9 6 1 5 Anchorage , AK 9 9 5 1 5
2 7 -0 1 6/U 06 -0 4 5 /R 10-243 /N

Ms Caro l Jensen Ms Anne Kilkenny Ms Kath leen A Lawton
4 8 0 0  E 112Th Ave PO  Box 8 7 0 1 6 3 4 0 3 0  Lore R d # 1 3
Anchorage, AK 99 51 6 W asilla , AK 9 9 6 8 7 Anchorage , AK 9 9 5 0 7
18 -353 /G D /26 -038 19 -377 /U

Mr Merle D Johnson Mr Arthur A Kohanes Ms D e lo res  J Lee
PO  Box 2 7 7 attempted not known 1316  Juneau  St
Sutton , AK 9 9 6 7 4 -0 2 7 7 W asilla , AK 9 9 6 8 7 Anchorage , AK 99501
2 7 -0 3 1 /A 28 -021 /N 16 -321 /D

Ms E llen Jones Mr Sam  J  Korsm o Bobby Lewis
PO  BOX 481 PO  Box 8 7 4 0 6 2 P O  Box 940181
Pa lm er, Ak 9 9 6 4 5 W asilla , AK 9 9 6 8 7 -4 0 6 2 Houston, AK 9969 4 -0 1 81
27 -00 9 /N 2 6 - 0 1 1/R 28 -0 1 3 /?

Mr R ichard G  Kacsur Mr Patrick J Krochina Ms Patricia A Lillibridge
1 5 0 0  Jenn ifer Dr 3501  Denali St. Suite 3 0 3 6551  L imestone Cir
Fairbanks, AK 9 9 7 0 9 Anchorage, AK 9 9 50 3 Anchorage, AK 9 9 51 6
29 -470 /N 2 0 - 3 8 1/N 1 8 -3 6 1/N

I

I



Ms Nancy J Lord 
PO  Box 5 5 8  
Hom er, AK 9 9 6 0 3  
0 7 -1 7 3 /D

Mr Ed Marlin 
PO  Box 521
Cooper's Landing, AK 99 57 2 -0 5 2 1  
0 8 -1 89/N

Mr Shawn A McNamara 
1 3 0 4  Atkinson 
A nchorage , AK 9 9 5 0 4  
2 1 -4 0 5 /?

Mr Gilbert Lucero Mr Edward D Martin S r Mr Ricky J Merritt
PO  Box 2 4 1 8 0 3  PO  Box 4 9 6  118  G lacier Ave
Anchorage, AK 9 9 6 5 2 4 -1 8 0 3  C lam  Gulch, AK 9 9 5 6 8  Fairbanks, AK 99701
26 -0 0 4 /D  0 9 -2 1 9/N 31 -3 6 0 /U

Mr David M acDonald 
PO  Box 8 7 5 7 5 7  
W asilla , AK 9 9 6 8 7  
?/?

Mr Billy L Mason 
HC 60 , B ox  4 7 7 0  
Delta Junction, AK 9 9 7 3 7  
35 -0 4 0 /D

Ms Judeo  A Mettler 
PO  Box 8 4 9 3  
Ketchikan, AK 9 9 9 0 1 
01 -05 0 /N

Ms Roberta  W  Mackey 
1 8 6 9  E Tudor Rd D 303  
Anchorage , AK 9 9 5 0 7  
2 0 -3 9 1 /U

Mr Ja son  Mayrand 
PO  Box 155  
N enana, AK 9 9 7 6 0  
36 -620 /U

Ms Marion I Meyers 
2 4 3 8  E 2 7 Th Ave 
A nchorage , AK 9 9 50 8  
21 -399/R

Ms Kathryn E MacLeod 
PO  Box 7 8 8  
So ldo tna , AK 9 9 6 6 9  
0 8 -1 97/N

Mr Aldrich O  M azonna 
PO  Box 31 
Nome, AK 9 9 7 6 2  
3 7 -0 2 0 /0

Ms Caro l L Michal 
PO  Box 3 5 4 9  
Va ldez, AK 9 9 6 8 6  
3 5 -1 2 1 /D

Mr Lewis N MacLeod 
PO  Box 7 8 8  
So ldo tna , AK 9 9 6 6 9  
0 8 -1 97/N

Mr Angus M azonna 
PO  Box 6 5 9  
Nom e, AK 9 9 7 6 2  
3 8 -1 65 /R

Mr J  H aro ld Michal 
PO  Box 3 5 4 9  
V a ldez, AK 9 9 6 8 6  
32 -12 1 /N

Mr Edward L M aher 
3 0 3 2  W  42N d Ave II3 
A nchorage , AK 9 9 5 1 7  
11 -253 /R

Ms Ste lla R  McAllister 
Happy H arbor 
Edna Bay, AK 9 9 9 5 0  
0 5 -1 90/N

R ev  John R  Midkiff 
P o  Box 110  
G lenna llen , AK 9 9 58 8  
3 5 -0 6 5 /U

Ms Maggie M ahoney
2 4 9 5  East R ed  Card  Lane W 301
Boise, ID 8 3 7 1 6
26 -0 3 7 /U

Mr Rona ld  L M cE lfresh 
PO  Box 109  
Sutton, AK 9 9 6 7 4 -0 1 0 9  
2 7 -0 3 1 /A

Mr G eorge  Midvag 
PO  Box 901
G akona , AK 9958 6 -0 9 01  
?/?

Mr Howard M ajors 
1 4 0 4  22nd  Ave Apt HC 
Fairbanks, AK 99701 
30 -3 3 5 /D

Mr D oug las L McKinnis 
Hc01 Box 6 2 0 7  
Pa lm er, AK 9 9 6 4 5  
2 6 -0 0 4 /R

Ms Pam e la  A Miller 
P O  Box 101811 
Anchorage , AK 9 9 51 0  
13 -2 83 /U

Ms Betty J  Malmquist 
1 1 0 3  Fox Ave 
Kenai, AK 99611  
0 9 -2 2 1 /D

Ms Mildred J  McMichael 
PO  Box R do  
Hom er, AK 9 9 6 0 3  
07 -1 8 3 /D

Mr Mike R  Milligan 
1 2 0 5 6  G a ra  Dr 
Kod iak, AK 9 9 6 1 5  
0 6 -0 3 9 /G



Mr Leonard E Molfilt Ms Ruth E Paren t Mr John  V Pulling
PO  Box 7 4 8  5 0 0  S  Lane S t PO  Box 3 4 8 9
Pa lm er, AK 9 9 6 4 5  Anchorage , AK 9 9 5 0 8  Kenai, AK 99611
27 -009 /A  16 -331 /U  0 9 -2 2 7 /U

Ms Charlene L Montague Mr John Pa rs ley  Ms Mary Purvis
PO  Box 8 7 7 3 7 2  PO  Box 4 1 9 8  4 3 1 8  Checkm ate  Dr # 1 5
W asilla , AK 9 9 6 8 7 -7 3 7 2  Pa lm er, AK 9 9 6 4 5 -4 1 9 8  A nchorage , AK 9 9 5 0 8
2 8 -0 1 5/N 2 7 -0 0 5 /?  1 9 -3 6 7 /R

Mr Clifford W  Moore 
PO  Box 521101 
Big Lake, AK 99 65 2  
2 8 - 0 13/U

Mrs Lessie Perrigo 
5 3 3 9 0  English Cl #3 
Kenai. AK 99611  
0 9 -223 /A

Ms D iane Raab  
P O  B ox  5 1 1 4  
Ketchikan . AK 99901  
01 -035 /G

Mr Brenton Mullin 
H C 32  Box 3 1 3 4  
W asilla , AK 9 9 65 4  
2 8 -0 1 0/R

Mr W illiam Perrigo 
5 3 3 9 0  English C l 113 
Kenai, AK 99611 
09 -223 /A

Mr C lilford  J  Reid 
4 3 0  N W illow  
Kenai, AK 99611 
?/?

Ms Ruby Murphy 
HC 8 9  Box 3 2 0  
W illow , AK 99688  
2 8 -039 /N

Mr Bruce Petrie 
HC 3 3  Box 2 9 1 7  
W asilla , AK 9 9 6 8 7  
2 8 -0 2 1 /R

Ms Linda Reyno lds 
PO  Box 7 6 3  
So ld o tn a , AK 9 9 6 6 9  
0 8 -1 97 /R

Mr Wrn C Neil 
1 1 2 0  E Huffman Rd # 634  
Anchorage , AK 99 51 5  
18 -349/N

Mr William Phillips 
PO  Box 1 9 9 4  
Kenai, AK 99611 
0 9 -2 1 7/N

Ms Linda J  R ichards 
PO  Box 55  
M ekoryuk, AK 9 9 6 3 0  
3 8 -1 56 /U

Mr Jack  A Nims 
4 1 0  W  91st Ave 
A nchorage , AK 9 9 5 1 5  
1 7 -339 /R

Mr G eo rge  S  Pierce 
P O  Box 80  
Kasilo f, AK 9 9 6 1 0  
0 7 -1 7 9 /D

Ms Charlo tte H Richmond 
1 2 8 0  E 17th Ave # 3 2 7  
A nchorage , AK 99501
16 -3 2 1 /D

Mr Mick M Nolan 
P O  Box 6 7 2 1 4 7  
Chugiak, AK 99 56 7  
2 8 -0 2 'l/U

Mr R ichard Pom eroy  
9921 Chelatna Circle 
A nchorage , AK 9 9 51 5  
1 7 -3 4 5 /R

M rW ay land  Rivenbank 
2211 C handa la r Drive 
A nchorage , AK 9 9 5 0 4  
2 2 - 4 1 1/U

Ms Dagm ar I Nye
1 2 0 0  W  Dimond Blvd # 1 4 7 8
Anchorage , AK 9 9 5 1 5
17 -339 /D

Mr Pe te r M P robasco  
P O  Box 861 
Pa lm er, AK 9 9 6 4 5
2 7 -0 0 9 /R

Mr Jo e  R u sso  
1 5 0 5  W  35th  Ave 
A nchorage , AK 9 9 5 0 3  
?/?

Mr Leon Osowski Mr Craig R  Puddicombe Mr Chris S a la za r
Mile 2  Box ACR PO  Box 2 1 5  P  O  Box 2 2 4 8 6
A lexander C reek. AK 9 9 6 9 5  Pa lm er, AK 9 9 6 4 5 -0 2 1 5  Juneau , AK 9 9 8 0 2
28 -03 5 /A  2 7 -0 2 3 /U  04 -39 5 /N



Mr Kon E Schauer 
PO  Box 6 7 1 7 9 2  
Chugiak, AK 9 9 5 6 7  
2 5 -4 4  5/R

Mr Kevin Sherwood 
7 8 0 0  G lenn Cir 
Anchorage, AK 9 9 50 2  
13-247 /N

Ms A lexandra M Shively 
2301 Loren Cir 
Anchorage , AK 9 9 5 1 6  
10 -237 /U

Mr Craig D S im onson 
PO  Box 7 1 2 4 6  
Fairbanks, AK 9 9 7 0 7 -1 2 4 6  
31 -330 /N

Mr Ken L S lau son  
PO  Box 8 7 7 1 9 3  
W asilla , AK 9 9 6 8 7 -7 1 9 3  
2 8 -0 1 5/N

Mr Benny Smith 
3 4 4 6 0  Rob in Ave 
So ldo tna , AK 9 9 6 6 9  
0 8 -1 91 /U

Ms E lizabeth E Smith 
PO  Box 8 5 5 6  
Kod iak, AK 9 9 6 1 5  
0 6 -0 5 1 /R

Mr Jam es H Smith 
PO  Box 8 5 5 6  
Kod iak, AK 9 9 6 1 5  
0 6 -0 5 1 /?

Mr Milton Sou ter 
3 2 6 0  Dove Lane 
Pa lm er, AK 9 9 6 4 5  
2 7 -0 0 9 /R

Mr Robert E Spiegel 
PO  Box 3 0 8 2  
Anderson , AK 9 9 7 4 4  
3 4 -0 3 0 /U

Mr G eorge  J Sp racher S r 
PO  Box 1251 
Kenai, AK 99611 
0 9 -2 1 9/N

Mr Thom as Stark 
11 34 0  E lm ore Rd 
Anchorage, AK 9 9 5 1 6  
29 -470 /D

Ms Lapriel C  Stephan 
PO  Box 1121 14  
Anchorage, AK 99511 
1 3 -2 8 1/R

Mr Jim Stewart 
PO  Box 8 6 7  
W illow , AK 9 9 6 8 8 -0 8 6 7  
28 -039/N

Ms Sylvia L Stewart 
PO  Box 8 7 4 1 7 5  
W asilla , AK 9 9 6 8 7  
26 -0 3 8 /R

Mr A lexander J Stirling 
4 4 0 0  Shoshon i Ave 
Anchorage, AK 9 9 5 1 6  
1 8 -3 5 1/R

Mrs Marilyn A Stirling 
4 4 0 0  Shoshon i Ave 
Anchorage, AK 9 9 5 1 6  
1 8 -3 5 1/R

Mr Richard R. S to fle l 
H C33 Box 3 1 7 4 -S  
W asilla, AK 9 9 6 5 4  
28 -0 3 6 /R

Mr John J Strang 
PO  Box 3 0 5  
G akona , AK 9 9 5 8 6  
35 -0 6 0 /R

Mr W ayne Stull 
4 9 0  N M ain#  166 
W asilla , AK 9 9 6 5 4  
28 -025/N

Mr Donald J  Suttie 
PO  Box 8 7 3 6 1 7  
W asilla , AK 9 9 6 8 7  
2 8 -025 /U

Ms Mary Synoground 
1 5 1 5  2nd Ave 
Fairbanks, AK 99701 
30 -335/A

Mr Charles Tanner 
5 9 7 3  Stringer Rd 
Sa lch a , AK 9 9 7 1 4  
3 4 -1 85/N

Mr Eric W  Tasker 
7 7 2 4  A rlene St 
Anchorage, AK 99 50 2  
12 -267/N

Mr Kenneth R  Taylor S r 
PO  Box 4 1 2  
Tok , AK 9 9 7 8 0  
26 -68 8 /u

M rsSyb le  Tellier 
PO  Box 8 7 0 2 1 0  
W asilla , AK 9 9 6 8 7  
2 8 -0 2 1 /D

Ms Linda S  Thom as 
PO  Box 11 14 23  
Anchorage, AK 9 9 5 1 1 -1 4 2 3  
18 -349 /U

Ms E lizabeth-A O  Thompson 
PO  Box 1751 
Kenai. AK 99611 
07 -177 /N

Mr S tan ley F Thom pson 
PO  Box 2 1 7  
Kenai, AK 99611  
0 9 -2 2 3 /0

Ms Mae Tischer 
H C 89  Box 5 0 0  
W illow , AK 9 9 6 8 8  
2 8 -0 2 9 /R



a

Ms Mary E Topolski 
2 3 2  T ay lo r St 
Anchorage, AK 9 9 5 0 8  
16 -3 2 9 /R

Ms F rances C  VanSandt 
6 1 0 5 3  E Skyline Dr 
Hom er, AK 9 9 6 0 3  
0 7 -1 67 /R

Mr Arthur K W ettanen 
PO  Box 5 0 9  
T a lkeetna , AK 9 9 6 7 6  
28 -033 /N

Mr S teve  Toth 
PO  Box 1 1 20 53  
A nchorage , AK 9 9 5 1 1 -2 0 5 3  
1 1 -243 /D

Ms Terre  K VonVolkm ar 
4 1 7 7  W ilson  St #3 
A nchorage , AK 9 9 5 0 3  
15 -3 1 7 /D

Ms Yvonne  W helan 
1 8 6 5  E T udo r R d # D 3 0 2  
Anchorage , AK 9 9 5 0 7  
2 0 - 3 9 1/U

Mr John  T raun le r 
PO  Box 9 3 9  
G irdwood, AK 9 9 5 8 7  
?/?

Mr Leonard  G W allne r 
P O  Box 3 3 9  
Pa lm er, AK 9 9 6 4 5  
2 6 -0 0 4 /D

Mrs Tammy L White 
PO  B ox  10 3 7  
Sew ard , AK 9 9 6 6 4  
0 8 -1 87 /R

Ms Pam  Trissel 
2 7 3 5  W asilla  F ishhook Road  
W asilla , AK 9 9 6 5 4  
2 6 -0 0 4 /R

Mr Charley  W alton 
1 0 6 2  S te e le  C reek  Rd 
Fairbanks, AK 9 9 7 1 2  
3 3 -2 4 5 /0

Mr Terry  W  W oodard  
4091 Bu llard Ave 
E lm endorf A lb, AK 9 9 5 0 6  
1 4 -2 9 7 /R

Mr Elbert R  Trilt 
PO  Box 8 0 1 2 5  
Fa irbanks, AK 9 9 7 0 8  
3 0 -3 0 5 /D

Ms K aren  W arfo rd  
PO  Box 30  
Talkeetna , AK 9 9 6 7 6  
2 8 -0 3 3 /U

Mr Jam e s  W orley 
8 0  B S t
Fa irbanks, AK 99701 
3 1 -3 6 0 /N

Ms K aren  Tucker 
1001 De llw ood 
W asilla , AK 9 9 6 5 4  
2 6 -0 3 8 /R

Mr Leon Washing 
PO  Box 112  
Pa lm er, AK 9 9 6 4 5 -0 1 1 2  
2 7 -0 0 5 /R

Ms Leaha  Young 
2 2 5  N F low er St 
Anchorage , AK 9 9 5 0 8  
1 6 -3 2 9 /0

Mr S tan ley D Tucker 
1001 Dellw ood D r 
W asilla , AK 9 9 6 5 4  
2 6 -0 3 8 /R

Mr Jim  A W a lenpaugh 
PO  B ox  8 7 6 0 1 3  
W asilla , AK 9 9 6 8 7  6 0 1 3  
2 6 -0 0 4 /R

Ms M argaret C Zerb inos 
3 4 3 6 0  S ienna Cir 
S o ld o tn a , AK 9 9 6 6 9  
0 8 -1 9 1 /U

Ms Maryann Urquhart 
2 4 2 0  Sentry  Dr # 1 0 0 5  
Anchorage , AK 9 9 5 0 7  
17 -343 /U

Mrs D enny K  W eathers 
Third Judicial District 
C o rdova , AK 9 9 5 7 4  
3 5 - 1 10/N

Mr Carl S  Zuendel 
PO  B ox  16201 
Two R ive rs , AK 99 71 6 - 
33 -2 6 0 /N

Mr Jam es  G  Vanderm ark Mr E ric J  W eathers
P O  B ox  6 7 1 6 9 5  Third Judicial District
Chugiak, AK 9 9 5 6 7  C o rdova , AK 9 9 5 7 4
25 -4 4 5 /N  3 5 - 1 10/N

Ms. Virginia L Vanderm ark Mr Jam e s  C W eidner
PO  B ox  6 7 1 6 9 5  5 4 7 9  C hena  Hot Springs Rd
Chugiak, AK 9 9 5 6 7  Fa irbanks, AK 9 9 7 1 2
25 -4 4 5 /N  33 -2 3 0 /N
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HOUSE JO IN T RESOLUTION NO. 52

£ j  IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - SECOND SESSION 

BY REPRESENTATIVE JAMES 

Introduced: 2/2/00
Referred: Slate Affairs, Judiciary, Finance

A RESOLUTION

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

2 certain public corporations.

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

* Section 1. Article III, sec. 26, Constitution of the State of Alaska, is amended to read:
7 *

Section 26. Boards and Commissions. When a board or commission i s ^ d i e ^ j | / y i \ ^

head of a principal department or a regulatory or quasi-judicial agency, or j^Tthe 1«ss|)
^ c k U ^ c c i^ y  [«w j

of a public corporatiot>that m anane^State assets, its members shall be appointed by 

\Q\^ ^ tn ^ g o v e rn o r ,  subject to confirmation by a majority of the members of the legislature in 

joint session, and may be removed as provided by law. They shall be citizens of the 

United States. The board or commission may appoint a principal executive officer when 

authorized by law, but the appointment shall be subject to the approval of the governor.

With rcsnect to public corporations, the legislature may by law exclude^Yhe ^7 

applicability of this section ^

hat-are-nmmmed-by-th^nublic corporation^? P aVYVCi (lypYfoci:
V)* Sec 2. The amendment proposed by this resolution shall be placed before the voters of the 

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

IIJR052a t o ... uue ̂ o k ld l cl mhv
t o  c c v p .  l / w k . . t o  e i m c l A
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1 of Alaska, and the election laws o f the state.
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FISCAL NOTE
STATE OF ALASKA
2000 LEGISLATIVE SESSION

BILL NO. CSHJR 53(RES)

MAR 2 0 2000

Revision  Date/T im e (N ote if correction ) ______________
Title Constitu tional Amendment: wild food
resou rces________________________________________________
Spon so r 
R equeste r

Dept. A ffected 
BRU

O ffice o f the G ove rn o r
E lective O pera tions

Com ponen t E lections
Rep resen ta tive  M asek
H ou se  Judiciary Comm ittee

E xpenditures/R evenues

Com ponen t No. 

(Thousands of Dollars)

21

Note: Am ounts d o  not include inflation un le ss  otherw ise noted below .
O PERA T IN G  E X PEN D IT U R E S FY  2001 FY  2 0 0 2 FY  2 0 0 3 FY 2 0 0 4 FY 2 0 0 5 FY  2 0 0 6
P e rson a l S e rv ice s
T ravel
Contractua l 1 .5
Supp lies
Equipment
Land & S truc tu res
G rants & C la im s
M isce llaneous

TO TA L O PERA T IN G 1 .5 0 .0 0 .0 0 .0 0 .0 0 .0

CA P ITA L E X PE N D IT U R E S

CHANGE IN R E V E N U E S  ( )
FUND S O U R C E (T h ou sand s o f D o lla rs )
1 0 0 2  F ede ra l R ece ip ts
1 0 0 3  GF Match
10 0 4  GF 1 .5
1 0 0 5  G F /P rog ram  Rece ip ts
10 3 7  GF/M ental Health
O ther (S pec ify  Type )

TO TAL 1 .5 0 .0 0 .0 0 .0 0 .0 0 .0

E stim ate  o f  a n y  c u rre n t y e a r  (F Y 2 0 0 0 ) c o s t : 
PO S IT IO N S

0.0

Full-time
Part-time
Tem porary

A N A LYS IS : (Attach a separate page if necessary)
This figure includes the cost of providing information about this issue in the Official Election Pamphlet, as 
required by AS 15.58. However, only six measures can be printed on an 8-1/2 by 14 inch ballot. If this 
measure requires printing an 8-1/2 by 18 inch ballot, the cost will increase by $22.0.

P repared  by: 
Division

Gail Fenum
Division o f- f le c t io n s

Ph one  4 6 5 -3 9 3 5

Approved by 
Agency

' lA L
U  of

G ove rn o r F ran U lm e
Date/Time 3 /1 7 /0 0  2 :0 2  PM

Date 0 3 /1 7 /2 0 0 0
O ffice o f the L ieu ten an fG ove rn o r

P R E P A R E R  TO  PRO V ID E  A LL D ISTR IBU T IO N  C O P IE S  TO  G O V E R N O R ’S  LEG IS LA T IV E  O FF IC E
F o r  further d istribution inform atio n, call the G overr.oi s L e g is la tive  O ffice 

(Row 10/99) ZOOOInloriTt xlsTOMB Page 1 O f 1



SPECIES AND BAG LIMITS R E Q U IR E D

T IC K E T  O R  OPEN SEASON 
P E R M IT  T Y P E

WOLF • Wolf hides m ust be sealed within 30 days o f kill.
Unit 7: R e s id e n t s  &  N o n r e s id e n t s : Five wolves total, of which only two may be taken
within the Kenai National Wildlife Refuge Aug. 10— Apr. 30

WOLVERINE • Wolverine hides must be sealed within 30 days o f kill.
Unit7: R esidents & N onresidents : One wolverine........................................................................................Sept. 1— Mar. 31

Game Management Unit 8
Unit 8, Kod lak-Shellkof: all islands soulheast of the centerline of Shelikof Strait, including Kodiak, Afognak, Whale, Raspberry, Shuyak, Spruce, Marmot, 
Sitkalidak, Amook, Uganik, and Chlrikof islands, the Trinity Islands, the Semidl Islands, and other adjacent islands.
STATE RESTRICTED AREAS IN UNIT 8:
(1 ) Critical Habitat Areas: Tugidak Island - has special restriction regarding the use of motorized vehicles. Offroad vehicle use of critical habitat lands 

requires a special area permit available from the ADF&G.
S P E C IE S  A N D  B A G  L IM IT S  REQUIRED

TICKET OR O P E N  S E A S O N
_______________________________________________________________________________________________________ PERMIT TYPE________________________

• See pages 20-21 for additional bear hunting Information. 
D E A D  D D n  W M / n  D I 7 7 I  Nonresident hunters must be accompanied by a guide. D E M  f l y  D H U V V  f V / u n / ^ k L  f  • E vidence o f sex must remain naturally attached to the hide. 

U n it  8 ,  K o d ia k  Is la n d  e a s t  o f  a  lin e  from  th e  m ou th  o f  S a lt e r y  C re e k  to  C ra g  P o in t , a n d  
S p ru c e  Is la n d :
R esidents & N o n res id en ts : O n e  b e a r  e v e ry  fo u r  re g u la to ry  y e a r s  b y  p e rm it ............................... R eg is tra tion . O c t . 2 5 — N ov . 3 0

O R  .. . .R e g is t ra t io n .A p r . 1— M ay  1 5
R e m a in d e r  o f  U n it  8 :
R es idents & N o n res id en ts : O n e  b e a r  e v e ry  fo u r  re g u la to ry  y e a r s  b y  p e rm it ....................................D ra w in g .....O ct. 2 5— Nov. 3 0

O R .......... D ra w in g .....A p r . 1— M ay  1 5

CARIBOU
U n it  8 :  R es iden ts  & N o n re s id en t s : N o l im i t .......................................................................................................... H a r v e s t ....... N o  c lo s e d  s e a s o n

E  O  • Same-day-airborne hunting o f deer allowed L / C  C  6 1  • In all hunis limited to one sex, evidence o f sex must remain naturally attached to the meat. 
U n it  8 :  K o d ia k  Is la n d  n o rth  o f  a  lin e  from  th e  h e a d  o f S e t t le r s  C o v e  to  C re s c e n t  L a k e  
(5 7 ° 5 2 ' N ., 1 5 2 ° 5 8 ' W .) ,  a n d  e a s t  o f  a  lin e  fro m  th e  o u t le t r f  C re s c e n t  L a k e  to  M oun t 
E llis o n  P e a k  a n d  fro m  M oun t E llis o n  P e a k  to  P o k a t i P o in t a t W h a le  P a s s a g e ,  a n d  th a t 
p o rtio n  o f  K o d ia k  Is la n d  e a s t  o f a  lin e  fro m  th e  m ou th  o f S a lt e ry  C re e k  t o  th e  m ou th  a t 
E lb ow  C re e k , a n d  a d ja c e n t  sm a ll is la n d s  in C h in ia k  B a y :
R esidents & N o nres iden ts : O n e  d e e r  to ta l
B u c k ...................................................................................................................................................................................................H a r v e s t .......A ug . 1— O c t. 2 4
O R  A ny  d e e r ............................................................................................................................................................................... H a r v e s t .......O c t . 2 5 — O c t. 3 1
O R  O n e  b u c k  by  b ow  a n d  a r ro w  o r  m u z z le lo a d e r ...........................................  H a r v e s t ........ N o v . 1— N ov . 1 4
U n it  8 ,  K o d ia k  Is la n d  a n d  a d ja c e n t  is la n d s  so u th  a n d  w e s t o f  a  lin e  fro m  th e  h e a d  o f 
T e r r o r  B a y  to  th e  h e a d  o f s o u th -w e s te rn m o s t  a rm  o f  U g a k  B a y  a n d  S h u y a k , A fo g n a k ,
R a s p b e r ry , a ^ d  W h a le  is la n d s  a n d  a d ja c e n t  sm a ll is la n d s  n o rth  o f  M a rm o t B a y  a n d  
K u p re a n o f S tra it : R es iden ts  & N o n res io en ts : F o u r  d e e r  to ta l
B u c k s ................................................................................................................................................................................................ H a r v e s t ...... A u g . 1— S e p t . 3 0
A ny d e e r ...........................................................................................................................................................................................H a r v e s t ...... O c t . 1— D e c . 3 1
R e m a in d e r  o f  U n it  8 :  R es iden ts  & N o n res id en ts : F o u r  d e e r  to ta l
B u c k s .................................................................................................................................................................................................H a r v e s t ...... A u g . 1— S e p t . 3 0
A ny d e e r , h o w e v e r  o n ly  o n e  a n t le r le s s  d e e r  from  O ct. 1 -N o v . 3 0 ..................................................... H a r v e s t ........ O c t . 1— D e c . 3 1



SPECIES AND BAG LIMITS R E Q U IR E D  

T IC K E T  O R  

P E R M IT  T Y P E

OPEN SEASON

• See pager 20-21 for additional bear hunting Information. 
E 3 E  A D  n n i T l \ / \ / h l / f s D I ‘7 y i  V r# Nonresident hunters must be accompanied by a guide. D E M n ,  D f f i U V V I ) l / V i n i £ £ L  Y • Evidence of sex must remain naturally attached to the hide. 
U n it  9 A , n o rth  o f  M cN e il S ta te  G am e  R e fu g e :
R es idents & N o n re s id en t s : O n e  b e a r  e v e ry  fo u r  re g u la to ry  y e a r s  N o  o p e n  s e a s o n *

O R ...................................N o  o p e n  s e a s o n *
R e m a in d e r  o f  U n it  9 A : R esidents & N onres idents :  N o  o p e n  s e a s o n
U n i t 9 B :
R es idents & N o n re s id en t s : O n e  b e a r  e v e ry  fo u r  re g u la to ry  y e a r s  N o  o p e n  s e a s o n *

O R ...................................N o  o p e n  s e a s o n *
U n it  9 C , N a k n e k  R iv e r  d r a in a g e :
R es idents & N o n re s id en t s : O n e  b e a r  e v e ry  fo u r  re g u la to ry  y e a r s  b y  p e rm it ................................. R eg is tra t ion . S e p t . 1— O c t . 31

O R  ... .R e g is t ra t io n .M a y  1— J u n e  3 0
U n it  9 D  sou th  a n d  w e s t o f a  lin e  fro m  M o ffe tt P o in t to  th e  e a s te rn  s id e  o f th e  e a s te rn  
e n t ra n c e  o f K in z a ro f L a g o o n , a n d  n o rth  o f a  lin e  f ro m  th e  b a s e  o f C a p e  G la z e n a p  to  
F ro s ty  P e a k  to  th e  m ou th  o f  O ld  M an 's  L a g o o n :
R esidents  & N o n re s id en t s : O n e  b e a r  e v e ry  fo u r  re g u la to ry  y e a r s  by  p e rm it ......................................R eg is tra tion  N o  o p e n  s e a s o n *

O R  ....R e g is tra t io n  N o  o p e n  s e a s o n *
U n it  9 E , r e m a in d e r  o f  9 D , a n d  th e  r e m a in d e r  o f  9 C :
R es idents & N o n re s id en t s : O n e  b e a r  e v e ry  fo u r  re g u la to ry  y e a r s .......................................................................................... N o  o p e n  s e a s o n *

O R ................................... N o  o p e n  s e a s o n *
In add ition  th e  fo llow in g  s u b s is te n c e  re g u la t io n s  a p p ly : (S e e  re q u ire m e n ts  o n  p a g e  2 1 . )
U n it  9 B ,  th e  W e s te rn  A la s k a  B row n  B e a r  M a n a g em en t A re a :
R es iden ts : O n e  b e a r  e v e ry  y e a r  by  p e rm i t ...........................................................................................................R e g is t ra t io n .S e p t . 1— M ay  31
N o nresidents : ........................................................................................................................................................................................................... N o  o p e n  s e a s o n
U n it  9 E , the  C h ig n ik  B row n  B e a r  M an ag em en t A re a :
R es iden ts : O n e  b e a r  e v e ry  y e a r  b y  p e rm i t ........................................................................................................... R eg is tra t io n . N o v . 1 — D e c . 31
N onresidents: ...............................................................................................................................................................................................................N o  o p e n  s e a s o n
* T h e s e  a re a s  a re  o p e n  o n ly  in th e  fa ll o f o d d -n u m b e re d  y e a r s  a n d  th e  sp r in g  o f  e v e n  n u m b e re d  y e a r .

• In bag limit "caribou" means an animal of either sex; "bull" means male caribou.
• Edible meat taken in 9B prior to October 1 must remain on the bones o f the front 

quarters and hindquarters until removed from the field or Is processed for human 
consumption.CARIBOU • In all hunts limited to one sex, evidence of sex must remain naturally attached to the meat. 

Units 9A and 9C:
In areas indicated b y **  Federal restrictions exist see page 5.

R e s id e n t s : Four caribou total, of which no more than one may be a cow:
Two caribou.................................................................................................................................... H arvest..... Aug. 10— Aug. 31
One caribou only by a hunter who has taken r.o other caribou in the state from
July 1-Aug. 31 .............................................................................................................................Harvest..... Sept. 1— Nov. 30

One caribou per calendar month (not to exceed the bag limit of four per yea r)................ Harvest......Dec. 1— Mar. 31
N o n r e s id e n t s : One b u ll..................................................................................................................Harvest..... Aug. 10— Oct. 31

Unit 9B: R e s id e n t s : Five caribou total of which only two bulls may be taken during
Oct. 1-Nov. 3 0 .....................     Harvest......Aug. 1— Apr. 15
N o n r e s id e n t s : Two caribou ..! „ ,IC. , .. n_  Harvest...... Aug. 1— Apr. 15

I See page 13 for 'Same day airborne for 9B caribou a r
Unit 9 D :................................. I..-.............%.....................   -..t-J.............................No open season
Unit 9E, the Pacific drainages southwest of Seal Cape:
R e s id e n t s : Four caribou total:
Two bulls..........................................................................................................................................H arvest...... July 1— Aug 9
Two caribou..................................................................................................................................... H arvest......Aug. 10— Aug. 31
One caribou only by a hunter who has taken no other caribou in the state from
July 1-Aug. 31 (not to exceed the bag limit of four per yea r)............................................ Harvest....... Sept. 1— Nov. 30

Four caribou, (not to exceed the bag limit of four per year)....................................................Harvest...... Dec. 1— Mar. 31
Two caribou (not to exceed the bag limit of four per yea r)..................................................... Harvest......Apr. I— Apr. 30
N o n r e s id e n t s : One bull.......................................................................  Harvest........Aug. 10— Oct. 31

4 8



HJR 53 ~ Constitutional Amendment: Wild Food Resources

TO: House Judiciary Committee Members
FROM: Susan Schrader, Conservation Advocate
DATE: March 20,2000

Alaska Conservation Alliance and Alaska Conservation Voters are sister nonprofit organizations dedicated 
to protecting Alaska’s environment through public education and advocacy. Our 40 Alaskan organizations 
and business members represent over 22,000 registered Alaskan voters. Our members can be found in all 
user groups o f Alaska’s fish and wildlife, including subsistence users, recreational hunters, commercial and 
sport fishermen, wildlife viewers, and photographers. We respect and appreciate the long, rich tradition 
held by Alaskans, Native and non-Native alike, that surrounds our state’s wildlife resources. We also 
acknowledge that opportunities to use and appreciate our wildlife belong to all Americans and to visitors to 
our state from other countries.

Alaska Conservation Voters supports fish and wildlife management actions that are based on unbiased 
scientific studies and that reflect the values of most Alaskans. We are greatly concerned by the continued 
positions taken by the State Legislature that fail to recognize the legislators’ responsibilities under the 
Alaska constitution and the public trust doctrine to care for our fish and wildlife for the benefit o f all 
Alaskans.

We are opposed to HJR 53 for the following reasons:

• In Section 1 o f the CS o f the resolution, the addition of the term “enhanced” appears to be an effort to 
enshrine the near-sighted principles of intensive game management into the Alaska constitution. 
Whereas the development of replenishable resources embodies a range of policies that address the 
long-term benefits of these resources for all user groups, the enhancement o f them clearly mandates 
pol icies aimed, single-mindedly, at increasing the resources without consideration of other biologic 
principles. ACV questions whether including both directives, develop and enhance, does not create 
conflicting mandates.

• Section 2 creates a preferred use for fisn and wildlife, and in turn, a preferred user group. Instead of 
facilitating a constructive public policy debate on the balanced use o f our fish and wildlife resources, 
this language will only result in tremendous problems in its application in management decisions. The 
potential could exist that, as a result of this language, other groups would be essentially excluded from 
use o f the resource, a situation that may run afoul of the “common use” safeguards o f the constitu­
tion.

OVER

C o n s e r v e  A l a s k a .  I t ’s O n l y  N a t u r a l .



® If the Alaska Constitution is amended in the manner proposed by HJR 53, the definition of “human 
consumption” will await the adoption of enabling statutes. How will the definition be framed in 
respect to subsistence, commercial fishing or urban vs. rural issues? Should Alaskan Natives be 
concerned with more competition with urban, non-Native hunters for game? Should Alaskan 
commercial fishermen be concerned that their use of our fish resources “will take a back seat” to 
human consumption, an opinion expressed by Ted Popely to the House Resources Committee on 
February 28, 2000?

Clearly recognizing the volatile and divisive nature of issues surrounding fish and wildlife management, 
the members o f Alaska Conservation Voters join with other Alaskans who are calling for balanced, fair 
and far-sighted policy decisions based upon the best, unbiased scientific data available and reflecting the 
values and interests o f most Alaskans. The amendments to our constitution proposed in HJR 53 will do 
little to help resolve this difficult public policy debate.

Susan E. Scl



l-LS1337\G.l
Utermohle

3/4/00

A M E N D M E N T

OFFERED IN THE HOUSE 

TO: CSHJR 53(RES)

1 Page 1, lines 1 - 2 :

2 Delete "a preference for taking of fish and wildlife for hum an consumption"

3 Insert "use of fish and wildlife"

4 Page 1, lines 11- 12 :

5 Delete all material and insert:

6 "(b) The right to fish, hunt, and trap, consistent with the sustained yield

7 principle, may not be diminished solely to provide for nonconsumptive use of fish or

8 wildlife."

L -1-



During Interim: (June-Dcc.)
Mat-Su LIO 

600 E. Railroad Avenoue 
W asilla, AK 99654 

(907) 376-2679 
Fax: 373-4745

During Session: (Jan.-May) 
State Capitol 

Juneau, AK 99801-1182 
(907)465-2679 
Fax: 465-4822 
1-800-505-2678

Sponsor Statement for HJR 53 & HB 349

The Alaskan Way of Life Protection Act

HJR 53 and HB 349 were introduced to alleviate the problems many Alaskans face due to the inability of the 
State to provide adequate management and protection to those traditional uses o f wildlife that have sustained 
many Alaskans, including Native Alaskans throughout time.

Since the m id-1970’s, the imposition of “urban” values on those Alaskans who choose to remain in a culture 
that is tied closely to the land has escalated. Although little or no scientific evidence exists to discredit 
traditional management techniques of wildlife resources for human consumptive uses, the zealots in the 
environmental movement continue to try and force their belief system on the rest of society by denying 
access to proven remedies supportive of human consumptive values.

Although Alaskans who fish, hunt and trap may not be able to agree upon specific allocation remedies due to 
competition inherent among all consumptive users of the resource, including non-human predators, we 
should be able to agree on the necessity of protecting those cultural values from constant attack by those 
whose values differ. HJR 53 and HB 349 is part of the plan to move us back towards rules that require 
respect for differing values. I have never heard of a fisher, hunter, or trapper speak in front of the Board of 
Fish or Board of Game requesting non-consumptive uses be eliminated in any part of Alaska; however wc 
constantly hear from the environmental community about how their beliefs are somehow superior to the 
beliefs of others and should therefore be imposed upon the rest of us.

Mankind has been competing with non-human predators for thousands of years and part o f that competitive 
struggle has included a variety of measures intended to lesson the competition. With the advent of modern 
wildlife conservation sciences, wc reached a stage where we could insure the health of all species and 
sustain meaningful levels of human harvests. That is until recently when animal rights activists essentially 
eliminated sustained yield management.

HJR 53 and HB 349 should mark the beginning of our attempt to correct “urban biases” by once again 
allowing for proven management techniques to lake place. Sound scientific measures minus the emotional 
hysteria will insure that the important cultural values attendant to fishing, hunting and trapping are protected. 
It is also important to make sure that we continue the prohibition against using the government to impose 
personal values held by one segment of the population on others. And make no mistake about it, the use of 
government processes by environmentalists has only one intended goal, and that is to impose their values on 
the rest of society regardless of the facts.

Sponsor Statement



W elcom e to the CAA Home Page http://w ww.enviroweb.org/pisccs/index.htm l

W elcom e to  Klie C um puign  fo r (he A bolition  of A ng ling  [C A A J.

V ore d ed ica ted  to b an n in g  angiin.” . V\ o w ere estab lished  in .198.1 follow ing the 
i>i11 ol.s'iiii ;■ ui t h e  i v i e m v a y  R ep o rt which concluded tha t fish can  feel p a in  and  have  the

ahiiii} iii suffer.

O u r  w o rk  consists o f publicity , education , an d  d irec t ac tion .

NATIONAL ANTI-ANGLING WEEK 
JUNE 16th-24th 2000

June 16th is the traditional start of the angling season and as usual we will be 
there to let them know how cruel fishing is. Over this week there will be stalls, 
leafletting, litter picks, talks, media interviews and direct actions to highlight the 

suffering fish endure at the hands of anglers. If you are interested in taking part or 
even in organizing an activity then please at the address below. We

have leaflets and factsheets (most are already on this website) and other materials 
available, as well as details of your area, if you are interested in taking part.

',//.■ oi /it/, ' - ■•ten upinda/e iitforwaliun, pleas,* cited', out unr
!.<ii.i u <7'.W*. i/t

1 o f 2

Support

3/7/00 10:39 Ab/

http://www.enviroweb.org/pisccs/index.html


Heads Up for Alaska's W olves lmp:/Av\vw.fricndsofanim als.org/alerts/alaska.him

Heads Up fo r Alaska’s Wolves
The Alaska Board of Game approved two wolf control program s for M cG rath and the Nelchina 
basin regions of Alaska to appease hunters backed by NBA propaganda.

Gov. Tony Knowles, who hasn 't allowed official wolf killing program s since he took office in 1995, 
has said he won't implement a wolf control program  without broad public support and good science 
-- which the Dept, of Fish & Game is attem pting to m anipulate by releasing dishonest reports that 
moose and caribou populations bave declined from wolf predation.

In short, the schemes to reintroduce wolf control have nothing to do with so-called Native 
subsistence needs, sound science, o r depleted moose and caribou herds, i t 's  about hunters and 
trappers who want to manipulate the public to accept cruel, violent wolf killing program s under the 
guise of benefiting Native people and Nature.

As one fu r buyer said to the Anchorage Daily News, " It 's  unstoppable. The animal rights people 
don't know how to deal with it."

" Here's how to deal with it: W rite and call Gov. Tony Knowles today and press him to OPPOSE 
the wolf control proposals. Tell him you'll encourage others to boycott Alaska tourism  if he 
approves the killing measures.

Contact Gov. Knowles a t :
Phone: (907) 465-3500 
F a x :(907)465-3532

Send an  em ail to G o v e rn o r K now les

3/7/00 11:15 AM



- Program s - W ildlife and Habitat Protection liltp://ww\v. hsus.org/program s/w ildlife/faclsliecis/liuntfact.liim l

Copyright© 1998 The Humane Society of the United States. All rights reserved.

More than one hundred million animals are reported killed by 
hunters each year. That numbet does not include the millions of 
animals for which kill figures are not maintained by wildlife 
agencies.

The vast majority of species that are hunted -- waterfowl, upland 
birds, mourning doves, squirrels, raccoons, rabbits, crows, coyotes, 
etc. -- provide minimal sustenance and dc not require population 
control.

Hunters have strived for decades to convince the American public 
that hunting is good for wildlife and good for society, often with 
arguments that are based on obfuscation and half-truths. They have 
deliberately focused the debate on deer hunting, for which plausible, 
but not necessarily true arguments for subsistence and 
management can be made to the public. But the holes in their 
arguments are becoming increasingly apparent, as is the magnitude 
of their waste, cruelty and destruction. More than that, sport hunting 
-  the killing of wild animals as recreation -- is fundamentally at odds 
with the values of a humane, just and caring society.

The HSUS provides this information to help address the arguments 
used to justify the sport hunting of wildlife. Many of us have long 
opposed sport killing of wildlife. Yet without a lot of experience, we 
may be at a loss to counter the claims and assertions that hunters 
make in attempting to justify sport hunting. This information may 
help crystallize your thoughts, or help with composing letters to the 
editor or preparing for a public meeting.

NEXT

Wildl i fe & H a b i ta t  P r o t e c t i o n

Relevant Factsheets:
c  mu'&fitei' Learn the Facts about Hunting

C p iF lt li-U flU -
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Answers to Commonly Asked 
Questions about Hunting 
(Selected Portions)

W.tiiuHiliri.nd Q

C liPliPiat'ilMnr.yroHTwr

While on ce  A m ericans needed  to hun t to pu t food on the  table,
today hunting in America is primarily a recreational pastime. Often, 
as in waterfowl, pheasant or dove hunting, it is no more than 
shooting at living targets. Some hunting is done solely to acquire 
trophies, and some, even, is no more than shooting tame, confined 
animals. Some hunters use brutally inhumane weapons such as the 
bow and arrow. Yet, in all cases, sport hunting inflicts needless and 
undeniable cruelty -- pain, suffering, trauma, wounding, and death -  
on living, sentient creatures as a deliberate and willful act of an 
individual. The Humane Society of the United States (HSUS) 
believes that causing needless suffering and death is by definition 
inhumane, regardless of method.

3/7/00 10:29 AY



The End of Trapping in the U nited Slates...crvation law, gam e agency, game agencies http://all-creaiiires.org/cash/cc99sp-trappingusa.htm l

About C.A.S.H. 

Action A lerts

Jo in

M ain

C.A.S.H. Courier - Spring 1999

TH E END OF TRAPPING IN TH E UNITED STATES 
By Peter M uller

That could be a headline you'll see in papers from  sea to shining 
sea - if  a bill introduced by New  York Representative N ita 
Lowey passes the House o f Representatives and the Senate and 
is signed into law by our beloved President W illiam  Jefferson 
Clinton, Representative Lowey introduced H.R. 1581 in the 
H ouse on April 27 ,1999 . The bill is currently in com m ittee and 
we'll be watching and reporting on its progress.

So far, 62 additional representatives have signed on as 
co-sponsors.

The Bill starts out:

SECTION 1. D ECLA RA TIO N  O F POLICY.

It is the policy of the United States to end the needless m aim ing 
and suffering inflicted upon anim als through the use of 
steel-jawed leghold traps by prohibiting the im port o r export of, 
and the shipment in interstate com m erce of, such traps and of 
articles o f fur from anim als that were trapped in such traps.

The penalty provided for in this bill is a fine and a prison term 
of not more than two years for each violation.

C.A.S.H , as well as many other organizations, has been 
struggling to encourage various legislative bodies to pass local 
or state laws outlawing or restricting trapping. In som e states 
that have ballot initiatives, they have succeeded in banning 
trapping.

If  H.R. 1581 passes, then trapping will be prohibited nationw ide 
overnight. This may well the m ost im portant anim al protective 
legislation ever proposed.

http://all-creaiiires.org/cash/cc99sp-trappingusa.html
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Let's all urge our federal representatives to support this bill.

Incidentally, Representative Lowey is considered by m any 
observers o f the New York political scene to have the "inside 
track" as the Dem ocratic Party nom inee for senator if  H illary 
Clinton decides not to run for that position. B est new s w e've 
had in a long time.
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Tanana Tribal Council 
PO Box 130 

Tanana, AK 99777 
Phone: (907)366-7170 

Fax: (907)366-7195

W A R  0  3  2 0 0 0

February 29, 2000

Representative Carl Morgan, District 36 
State Capital, Room 409 
Juneau, AK 99802-1182

Re: Supporting HJR 56

Dear Representative Morgan 
On behalf o f  the Tanana Tribal Council and the tribal membership we express our 

support for HJR 56. Alaskans have already felt the adverse effects from ballot box 
initiatives twice and they are a ban on wolf snaring, which failed, and the English only 
initiative that was passed by Alaskan voters. The ballot box initiatives (Ballot Box 
Biology) is being used to exploit Alaska’s laws for the Benefit o f Righteous Groups, out 
side o f Alaska, who have no other intention but to change the way Alaskan natives have 
been living for the last hundred thousand years. These animal rights groups have a lot o f 
money and use emotional campaigns and political agendas to win by Alaska’s vote.
These animal rights groups have already express their desire to change the Alaskan native 
so that it would be easier to assimilate them into the Alaska mainstream society. They are 
doing this because they think that it would solve the urban and rural differences. I believe 
Alaskans should handle Alaska’s problems and this State should not be influence from 
outside by using ballot box biology on wildlife to assimilate Alaska’s natives into a place 
that is not natural to them. I also believe that Alaskan natives are not going to change the 
way righteous groups want them to change and that no outside interest groups should 
influence other peoples lives adversely. Any questions or concerns call or write. Thank 
yo:i

Gerald Nicholia 
Realty/Wildlife and Parks
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Rural A laska 
Community Action Program, Inc.

March 8 ,2000

Honorable Representative Carl Morgan 
•■;;;> dime Capital Bldg 
Juneau, Alaska 99802-1182 
VIA FAX M A IL  (907)-46S~2197

Reference: HJR 56

I'. a;- Representative Morgan:

'I'liis is to advise you that Rural Alaska Community Action Program supports the passage 
o f  HJR 56 as the means to prevent wildlife management in Alaska through the ballot 
box. HJR 56 will enable the application o f sound wildlife management functions to 
manage wildlife in Alaska rather than management through popular vote.

RurAL CAP was instrumental in the winter o f  1998 in the formation o f the Coalition for 
Alaska W ay o f  Life os an‘organization to resist the effort o f the outside animal rights 
groups to prohibit and make it illegal the use o f  w olf products caught by snares. Once 
organized CAW L successfully defended the rights o f the trappers to continue their means 
to make a living in Alaska. Seventy percent (70%) o f  lh§ trappers are Interior's 
Indigenous people and their way o f  life needs protection. HJR 56 will protect their 
v.i.'nor.uuy and traditional lifestyle. There is bipartisan support on your bill and RurAL 
CAP is more than willing to be one o f  the supporters. Thank you and keep up the good 
works.

Sincerely,

Cc: Donne FIcagle, Chair RurAL CAP
Jonothon Soloman, Chair, RurAL CAP Subsistence Committee 
Carl Jack, Subsistence Director
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HJR 56 ~ Constitutional Amendment: Wildlife Initiatives

TO: House Judiciary Committee Members
FROM: Susan Schrader, Conservation Advocate
DATE: March 8, 2000

Alaska Conservation Voters, formerly Alaska Conservation Voice, is a not-for-profit organization dedi­
cated to protecting Alaska’s environment through public education and advocacy. Our 40 Alaskan 
organizations and business members represent over 22,000 registered Alaskan voters. We have consis ­
tently opposed efforts by the legislature to limit Alaskan’s constitutional right to participate directly in the 
law- making process through the initiative process. HJR 56 is yet another attack on that right.

We are opposed to HJR 56 for the following reasons:

♦ While this proposed amendment to the constitution appears to be limited to initiatives dealing with 
wildlife, on a more fundamental level it represents an erosion of public access to government. We can 
debate the “ballot box biology” issue endlessly, but when one group of Alaskans are denied an oppor­
tunity to address an issue they strongly believe in by the initiative process, the freedom of all Alaskans 
to express their will through direct democracy is threatened. Public policy issues addressed by the 
initiative process receive far more discussion and debate than many of the hundreds of bills passed by 
the legislature every year. The process is out in the open as contrasted to the often clandestine route 
bills can take to become law.

♦ Supporters o f this resolution endorse placing the scientific process of wildlife management back into 
the hands of the ADF&G and Board of Game. Yet ADF&G takes direction from the legislature and 
the legislature, through its confirmation process, essentially chooses the members o f the Board of 
Game. Thus, the initiative process is an important check on the power of the legislature. Alaskans 
are being asked to relinquish their right to vote on wildlife management issues on the grounds that we 
are not competent enough to do so. Instead, we are being told to trust the decisions resulting from a 
unbalanced process that currently promotes the principles of intensive game management and the 
values of consumptive users to the near-exclusion of other users.

♦ Our constitution’s sustained yield and multiple use provisions have served all Alaskans and our wildlife 
very well -  it protects the interests of all beneficial users. Those same framers of our constitution 
who were wise enough to put Article VIII into it also included the initiative process. They had a faith 
in the ability o f Alaskans to make informed decisions when voting - a faiih that evidently is not shared 
by this legislature. As the passage of SB 74 last year exemplifies, the legislature has the power to 
amend or completely negate a citizen-passed initiative after two years. Thus, it is within the 
legislature’s power to correct any legitimate problems that might result from the initiative process. 
Clearly, the Alaska Constitution will not benefit from this tinkering nor will the wildlife of Alaska be 
“safer” if the initiative process is taken away from the citizens of Alaska.

C o n s e r v e  A l a s k a .  I t ’ s O n l y  N a t u r a l .

mailto:unitc@akvoice.org


THE WILDLIFE SOCIETY
ALASKA CHAPTER

P. 0 . Box 72962 
Fairbanks, AK 99707-2962 
February 29, 2000 MAR 0 3 2000

Representative Bill Hudson 
Co-Chair, House Resources Committee 
State Caoitol, Room 108 
Juneau, AK 99801-1182

■ _ Dear Representative Hudson:

I am pleased to transmit the enclosed Alaska Chapter o f The Wildlife Society Position 
Statement on Wildlife Management by Ballot Initiative. The Alaska Chapter o f The 
Wildlife Society, a professional organization representing approximately 300 wildlife 
biologists in Alaska, developed the referenced document in fall 1998 in response to a 
ballot initiative to ban snaring of wolves. In general, the Alaska Chapter finds ballot 
initiatives to be very poor tools for managing wildlife. The Alaska Chapter distributed 
the enclosed Position Statement to various media outlets immediately prior to the 1998 
election but failed to get significant coverage.

The Alaska Chapter believes that you and your committee may find the suggestions in 
our Position Statement useful during your deliberations on HJR 56. We encourage you to 
provide copies o f our Position Statement to members o f the Resources Committee so that 
they may give the issues discussed in the Position Statement full consideration. Thank 
you.

Roger A. Post 
President

Enclosure

cc (w/ enclosure):
Representative Bev Masek, Co-Chair, House Resources Committee 
Representative Carl Morgan, Sponsor, HJR 56



THE A L A SK A  CH APTER OF THE W ILDLIFE SOCIETY
POSITION STATEMENT 

ON 
W ILDLIFE M ANAGEM ENT BY BA LLO T INITIATIVE

INTRODUCTION
The Wildlife Society is an international professional organization of wildlife researchers, managers, and 
enforcement personnel dedicated to the sound stewardship of wildlife resources and the environments upon 
wliich wildlife and humans depend. The Alaska Chapter is an affiliate organization of over 300 wildlife 
professionals living and working in Alaska. Most Chapter members are wildlife biologists for state, federal, 
private, or academic institutions.

The Alaska Chapter adopts position statements on important wildlife management issues in the state. Our 
purpose in this resolution is to examine the use of ballot initiatives to manage wildlife in Alaska and to 
recommend an appropriate course of action for Alaskans to take in managing wildlife.

BACKGROUND
Alaska is fortunate in that there is an established democratic process by which the direction for wildlife 
management in the state is deliberated and decided. That process is the system of local advisory committees 
and the governor-appointed Board of Game, which has been statutorily delegated the responsibility by the 
Alaska Legislature. Hie public is involved at all stages of this regulatory process. In recent years, there has 
been an increasing tendency for wildlife management decision-making to be taken from the Board of Game 
and made by the Legislature or by ballot initiatives. Neither of these methods utilizes a deliberative process 
with both professional biological advice and public input. In 1996 the Alaska Chapter passed a resolution 
on legislating wildlife management in Alaska. In the following position statement, the Chapter discusses the 
use of ballot initiatives.

Ballot initiatives addressing wildlife management have become more Sequent in Alaska and other states as 
various interest groups have been unsuccessful using the existing management structures to influence 
wildlife management decisions according to their own political agenda. The ballot initiative method was 
used in Alaska in 1996 when an initiative to eliminate same-day airborne hunting of wolves was passed, 
Now, an initiative to ban snaring of wolves is ou the 1998 ballot.

FINDINGS
Wildlife in Alaska and the other 49 states enjoys a unique legal status with distinctive legal principles 
grounded in the common law of public tmst doctrine. Under this concept, wildlife is not legal property and 
therefore cannot be owned by anyone so long as it remains in its natural condition. The state has a legal 
duty to manage wildlife for the benefit of its citizens. No state is permitted to abrogate this duty. The state 
must ensure that no single use interferes with the equality of opportunity for access to wildlife for public 
trust uses. Hunting, fisliing, and trapping are recognized public trust uses of the wildlife resource. The state 
has primary responsibility for determining the means by wliich wildlife may be reduced to possession.

Under recent Alaska Supreme Court rulings (Pullen vs. Ulmer 1996, McDowell vs. Alaska 1989,
Owsichek vs. Alaska 1988, and CWC Fisheries vs. Bunker 1988), the concept of public trust duty has 
come to be understood to lie with the Alaska Legislature. The Board of Game, with technical assistance 
from the Department of Fish and Game, has been delegated the duty, by the Legislature, to manage and 
allocate the wildlife resource under the strictures of public trust. There is reason to believe that, because the



Legislature cannot divest itself of its trust responsibility, allocation and management decisions cannot be 
delegated to a decision-making process where the Legislature retains no finality on approval; this is the 
case with ballot initiatives. The argument that wildlife management is exempted from ballot initiatives has 
yet to be determined by a liigher court, but its potential should cause citizens to want clarification before 
casting their votes.

Wliile we recogr: hat ballot initiatives are part of a participatory democratic process, it is clear they do
not meet the ne« o j f  Alaskans to fully deliberate the complexities of harvest methods and means or 
allocations. Managing wildlife and its use in Alaska is a very complex process that must simultaneously 
consider biology, culture, and economics. Ballot initiatives bypass the checks and balances of deliberation 
and possible changes to regulations present in the existing public processes. In ballot initiatives, open 
debate is usually reduced to sound bites in the media by opposing sides and results in a good deal of 
misinformation. It is not possible to adequately prepare tire voting public to make an informed decision in 
such a polarized atmosphere.

The currei nd usual process for dealing with wildlife management issues in Alaska consists of local 
advisory committees and the governor-appointed Board of Game. These organizations carry out 
knowledgeable deliberation of proposals submitted by the public, the Department of Fish and Game, and 
other organizations on a wide variety of issues. Tneir deliberations and decisions are based on their 
education from extensive public testimony, presentation from teclinical experts, and their own specific 
knowledge of wildlife issues. Although it may occasionally have been affected by politics or was sometimes 
less responsive to minority views than desirable, the Board of Game system has served Alaskans well and 
is regarded as a model of democratic wildlife management in the countiy.

Finally, the role federal subsistence management currently plays with regards to the initiative process must 
be considered. State statutes, whether passed by legislative action or ballot initiative, cannot countennand 
federal directives for subsistence management of wildlife on federal lands as provided in the Alaska 
National Interest Lands Conservation Act (ANILCA) of 1980. Wliile state statutes apply to all lands in 
Alaska, they can be preempted by federal subsistence regulations on federal lands (approximately 60% of 
Lhe land area in the state). The Federal Subsistence Board regulates subsistence harvest of fish and game on 
federal lands pursuant to ANILCA. Overtly restrictive measures, such as a proposed ban on the use of 
snares for wolves, would almost certainly have strong opposition from qualified subsistence users in rural 
Alaska, and the Federal Subsistence Board would likely reflect their wishes.

RECOMMENDATION
Therefore, The Alaska Chapter of The Wildlife Society recommends that:

• Wildlife management in Alaska should continue to be guided by the Board of Game system as the most 
appropriate mechanism to meet the needs of Alaskans and fulfill the requirements of public trust 
doctrine.

• The Attorney General of Alaska, under direction by die Governor and Legislature, should investigate 
the legality of ballot initiatives as applied to wildlife management in Alaska.

• The Board of Game, under direction by die Governor and Legislature and widi assistance from an ad 
hoc citizen advisory panel, should explore ways of ensuring diat die advisory committee and board 
processes continue to be open and responsive to minority opinion or alternative views of wildlife 
management and, if necessary, should suggest improvements to dicse processes.

Issued October 1998
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Subject: Wolf Control March 7,2000

My icvoily and I have farmed in the Copper River Basin for the past 16 years. Until the last 
3 years we have not had any trouble with wolves. 3 winters ago, we saw wolves at 3 different 
occassions in oui- hay fields next to the barn. We ran them oflf into the woods. That winter 
a pack of 6 wolves came in about 4 in the morning and attempted to enter the corral. At that time 
we had 18 five month old steer calves we were raising in the corral. My wife and I stood guard 
outside the pens until it got light and they moved off toward the river. Last winter I dispatched 
a large male trying to enter the pens. This winter I shot and killed another big male trying 
to get into the corral. You could say that we are just trying to maintain our current cattle 
population. Several neighbors have lost dogs and small livestock to wolves.

Sincerely yours;
Q tU J/)
U  John Wenger



.Alaska Jitate  ̂ legislature
SESS IO N
Slate Cap ito l Bu ild ing , Suite 40 9  
Juneau, A laska 99801 - 1182 
Phone: 9 0 7 -465 -4 527
Pax: 907 -465 -2 197
T o ll F iee : 8 0 0  4 91 -4527
E -m a il: Rcp rescn lative_CurLM organ@ legis.stn te.ak .us

IN TE R IM  
P.O. B ox 243  
Aniak , A laska 9 9557  
Phone: 907 -675 -4 413

Representative Carl M. Morgan, Jr. 
District 36

M EM B ER
Com m unity & Reg ional A ffa irs  Committee 
Health, Education & Soc ia l Services Committee 
House Resources Comm ittee 
Specia l Comm ittee on Fisheries

MEMORANDUM
To:

From:

Date:

Subject:

Representative Pete Kott, Chair 
House Judiciary Com m ittee

Representative 

M arch 1 ,2000

organ, Co-Chair

House Joint Resolution 56

I respectfully request that you schedule HJR 56 for a hearing in your com m ittee at your 
earliest convenience. The bill was heard in, and unanimously passed out o f House 
Resources Com m ittee on March 1. There were no amendments suggested, proposed or 
discussed.

Successful passage of this bill is o f param ount importance to Alaska. My Sponsor 
Statement (enclosed) covers the rationale for the bill, but I want to further em phasize that 
this bill is our best opportunity to stop “ballot box biology.” Alaska sim ply can not allow 
its wildlife to be managed by the political agendas of powerful Outside animal rights and 
anti-consum ptive use groups.

I also want you to know that most public testimony in House Resources was supportive 
of this legislation. And, I have received over 800 messages of support to not use the 
initiative process in this way in Alaska.

In addition to my Sponsor Statement, I am attaching several recent letters o f support and 
the fiscal note.

I thank you for your prompt consideration o f this request. If you have questions on HJR 
56, please call me at 465-4527.

Enclosures

mailto:Rcprescnlative_CurLMorgan@legis.stnte.ak.us


T Alaska Ataie ICi'gislaturc

Juneau, A laska 9 9801 -1182  
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SESSION
Stale Cap ito l Build ing , Suite 4 0 9

M EM B ER
Com m unity & Reg iona l A ffa irs  Committee 
Health, Education & Soc ia l Services Committee 
House Resources Comm ittee 
Specia l Comm ittee on Fisheries

E -m ail: Reprcscntative_Cnrl_M organC?legis.slaie .ak.us

IN TER IM  
P.O. Box 243 
Aniak, A laska 99557 
Phone: 907 -675 -4 413

Representative Carl M. Morgan, Jr. 
District 36

SPO N SO R STA TEM EN T 
H O U SE JO IN T  R E SO LU TIO N  56 

C onstitutional A m endm ent 
W ildlife Initiative Process

This legislation rem oves w ildlife m anagem ent from  the ballot initiative 
process in A laska. The fram ers o f our C onstitution restricted the ballot 
initiative process in A rticle XI, Section 7 o f the A laska C onstitution. 
Section 7 exem pts certain subjecT  from  the ballot and referendum  process. I 
believe w ildlife m anagem ent is an appropriate subject for exem ption.

O ur w ildlife interests are best m anaged in A laska by A laskans. Rem oving 
w ildlife from  the ballo t and referendum  process will ensure that w ildlife 
decisions are m ade in A laska based on sound science, prudent m anagem ent, 
and in an open and fair process. The alternative is a repeat o f  the last two 
elections w here special interest groups from  the Low er 48, using em otion 
and political agendas, attacked A laska’s outstanding wildlife m anagem ent 
system .

A laska is not alone in this fight. In 1998, the citizens o f Utah and M innesota 
passed constitutional am endm ents to protect w ildlife m anagem ent and 
hunting in their states. Presently, there are constitutional am endm ents to 
protect w ildlife m anagem ent and traditional w ildlife uses working their way 
through the state legislatures o f Arizona, Idaho and North Dakota.

Legislative counsel has advised that the Legislature possesses the pow er to 
am end the A laska Constitution subject to a vote o f the people, but does not 
have the pow er to m ake sw eeping revisions that radically alter the pow ers o f  
governm ental branches. Counsel believes HJR 56 am ounts to an 
am endm ent o f  the C onstitution, not a revision, and within the pow er o f  the 
Legislature.



o f  a  b o ro u g h  or c ity  o f  th e  first c lass s h a ll  p ro ­
v ide  th e  p rocedure for th e  p rep ara tio n  a n d  ad o p ­
tio n  o r  re jec tion  o f  th e  charter. A il charters, o r  
parts o r  a m e n d m e n ts  o f  charters, s h a l l  be  s u b ­
m itted  to th e  q u a lif ie d  voters o f  th e  b o ro u g h  or 
t it*  a n d  s h a ll  b eco m e effective  I f  approved  b y  a  
m a jo r ity  o f  those w h o  vo le  o n  th e  sp ec ific  q u es­
tio n .

S E C T I O N  1 0 . E X T E N D E D  H O M E  R U L E .
T h e  leg is la tu re  m a y  e x te n d  h o m e  ru le  to  o th e r  
b o ro u g hs  a n d  cities.

S E C T I O N  1 1 . H O M E  R U L E  P O W E R S .  A 
h o m e  ru le  b o ro u g h  o r  c ity  m a y  exerc ise  a ll leg ­
is la tive  powers n o t p ro h ib ited  b y  la w  o r  b y  c h a r­
ter.

S E C T I O N  1 2 . B O U N D A R IE S .  A loca l b o u n d ­
ary c o m m is s io n  o r board  s h a ll  be e s tab lished  by  
la w  In  the  execu tive  b ra n c h  o f  th e  s ta te  go vern ­
m e n t. T h e  c o m m is s io n  o r  b o a rd  m a y  co n s id e r 
a n y  p ro p o se d  lo c a l  g o v e r n m e n t  b o u n d a r y  
c h a n g e , It m a y  present proposed  c h a n g e s  to th e  
leg is la tu re  d u r in g  th e  first ten  days o f  a n y  re g u ­
la r  session. T h e  c h a n g e  s h a l l  b e co m e  e ffective  
fo r ty - f iv e  days a fter p resen ta tio n  or a t  th e  e n d  o f  
th e  session, w h ich ever  is earlier, u n le ss  d is a p ­
proved b y  a  reso lu tio n  c o n cu rred  In  b y  a  m a jo r ­
ity  o f  the  m em b ers  o f  e a ch  h o u se . T h e  c o m m is ­
s io n  o r  board , sub ject to law , m a y  e s ta b lis h  p ro ­
cedures w hereby  b o u n d a r ie s  m a y  b e  ad ju s ted  b y  
lo ca l a c tio n .

S E C T I O N  1 3 . A G R E E M E N T S ;  T R A N S F E R  
O F  P O W E R S . A greem ents, in c lu d in g  those  fo r  
cooperative  o r  jo in t  a d m in is tra t io n  o f  a n y  fu n c ­
tio n s  or powers, m a y  be m a d e  b y  a n y  lo c a l gov­
e rn m e n t w ith  a n y  o th er lo ca l g o v e rn m e n t, w ith  
th e  S tate , o r  w ith  th e  U n ite d  States, u n le ss  o ther­
w ise provid ed  by  law  or charter. A c i t y m a y  tra n s ­
fer to th e  b o ro u g h  in  w h ic h  it Is lo ca te d  a n y  o f  
its pow ers o r  fu n c tio n s  un le ss  p ro h ib ite d  b y  la w  
or charter, a n d  m a y  in  like  m a n n e r  revoke the  
transfer.

S E C T I O N  1 4 .  L O C A L  G O V E R N M E N T  
A G E N C Y . A n agency  s h a ll  b e es ta b lish e d  by  law  
in  th e  e xecu tive  b ra n c h  o f  th e  state  g o ve rn m e n t 
to  adv ise  a n d  assist lo ca l g o ve rn m e n ts . I t  s h a ll  
review  th e ir  activities, c o llc c l a n d  p u b lis h  loca l 
g o v e r n m e n t  in fo r m a t io n ,  a n d  p e r fo r m  o th e r  
d u tie s  p rescribed b y  law.

S E C T I O N  1 5 . S P E C IA L  S E R V I C E  D I S ­
T R I C T S .  S pec ia l service d istricts e x is tin g  a t  the  
t im e  a  b o ro u g h  Is o rg a n iz e d  s h a l l  be In tegra ted  
w ith  th e  go vern m en t o f  th e  b o ro u g h  as p rovid ed  
b y  la w

ARTICLE XI. 
INITIATIVE, REFERENDUM, AND 

RECALL

S E C T I O N  1 . I N I T I A T I V E  A N D  R E F E R E N ­
D U M .  T h e  peo p le  m a y  propose a n d  e n a c t laws 
b y  th e  in itia tiv e , a n d  approve o r  reject acts o f  d ie  
leg is la tu re  b y  th e  re feren d u m .

S E C T I O N  2 .  A P P L IC A T IO N . An In itia tiv e  
o r  re ferendu m  is proposed b y  a n  ap p lica tio n  c o n ­
ta in in g  th e  b i ll  to  b e  In ld a tc d  o r  d ie  a c t to  be 
referred. T h e  ap p lic a tio n  s h a l l  b e  s ig n ed  b y  n o t  
less th a n  o n e  h u n d re d  q u a lif ie d  voters as sp o n ­
s o r ,  a n d  s h a ll  be  f i le d  w ith  th e  l ie u te n a n t  gover­
nor. I f  h e  f in d s  it  in  proper fo r m  he  s h a ll  so  cer­
tify. D e n ia l o f  ce rtifica tio n  s h a l l  be  su b jec t to 
ju d ic ia l  review

S E C T I O N  3 .  P E T I T I O N .  A fter ce rtific a tio n  
o f  th e  ap p lic a tio n , a  p e titio n  c o n ta in in g  a  s u m ­
m a r y  o f  th e  su b jec t m a tte r  s h a ll  be  prepared  by 
th e  l ie u te n a n t  governo r fo r  c ir c u la t io n  b y  th e  
sponsors, J f s ig n ed  b y  q u a lif ie d  voters, e q u a l in  
n u m b e r  to te n  per c e n t o f  those  w h o  voted In  th e  
p reced ing  genera I e lection  a n d  resident In  a t least 
tw o - th ir d s  o f  th e  e lec tio n  d istricts o f  th e  S tate , It  
m a y  be  filed  w ith  th e  lie u te n a n t governor.

S E C T I O N  4 .  IN IT I A T IV E  E L E C T I O N .  A n
in it ia t iv e  p e tit io n  m a y  be f ile d  a t  a n y  t im e . T h e  
l ie u te n a n t  go vern o r s h a ll  p repare  a  b a llo t title

a n d  p rop osition  s u m m a r iz in g  th e  proposed law, 
an d  sh a ll p lace  th em  o n  th e  ba llo t for th e  first 
statew ide e lec tio n  h e ld  m o re  th a n  o n e  h u n d re d -  
tw enty  days a fter  a d jo u r n m e n t o f  th e  leg islative  
session fo llo w in g  th e  f i l in g . If, before th e  elec­
t io n , s u b s ta n tia lly  th e  s a m e  m easu re  h a s  been  
en ac ted , th e  p e tit io n  Is vo id .

S E C T I O N  5 .  R E F E R E N D U M  E L E C T I O N .
A  re feren d u m  p e tit io n  m a y  be filed  o n ly  w ith in  
n in e ty  days a fter  a d jo u rn m e n t o f  th e  leg is la tive  
session at w h ic h  th e  act w as passed. T h e  l ie u ­
te n a n t governo r s h a ll  p repare  a  b a llo t  title  an d  
p ro p o s it io n s u in m a r iz in g  th e  act a n d  sh a ll p lace  
th em  o n  th e  b a llo t  fo r th e  first statew ide e lec tio n  
h e ld  m o re  th a n  o n e  h u n d re d -e ig h ty  days a fter  
a d jo u r n m e n t o f  th a t session.

S E C T I O N  6 .  E N A C T M E N T . I f  a  m a jo r ity  o f  
th e  votes cast o n  th e  p rop osition  favo r Its ado p ­
t io n , th e  In itia te d  m e a su re  Is e nacted . I f  a  m a ­
jo rity  o f  th e  vo tes cast o n  th e  p roposition  favor 
th e  re jec tion  o f  a n  ac t referred, It Is rejected. T I ic  
l ie u te n a n t g overno r sh a ll certify  th e  e lec tio n  re­
tu rns. An In itia ted  law  becom es e ffective  n in e ty  
days a fter  ce rtifica tio n , is n o t  sub ject to  veto, a n d  
m a y  n o t be  repealed  by th e  leg is la tu re  w ith in  two 
years o f  its e ffective  date . I t  m a y  be a m e n d e d  at 
a n y  t im e . An a c t rejected b y  re ferendu m  Is vo id  
th irty  days a fter  c e rtifica tio n . A dd itio na l p roce­
du res  fo r  th e  in it ia t iv e  a n d  re feren d u m  m a y  be 
prescribed b y  la w

S E C T I O N  7 .  R E S T R IC T IO N S .  T h e  In it ia ­
tive s h a ll n o t b e  used to ded ica te  revenues, m a k e  
o r  repeal appropria tions, create  courts, d e fin e  th e  
ju r isd ic tio n  o f  courts  o r  prescribe th e ir  ru les, o r  
en a c t lo c a l o r  specia l leg is la tio n . T h e  referen­
d u m  s h a ll  n o t be app lied  to d ed ica tions  o f  rev­
enu e , to  appropria tions, to  lo c a l o r  specia l leg is­
la t io n , o r  to  law s necessary fo r  th e  im m e d ia te  
preservation  o f  th e  p u b lic  peace, h e a lth , o r  safety.

S E C T I O N  8 .  R E C A L L  A ll e lected p u b lic  o f f i­
c ia ls  In  the  S tate, except ju d ic ia l  officers, are su b ­
jec t to  reca ll b y  th e  voters o f  th e  S ta te  o r  p o lit ic a l

s u b d iv is io n  fro m  w h ic h  e lected . Procedures an d  
g ro u n d s  fo r  reca ll s h a l l  be prescribed b y  th e  le g ­

is la tu re .

ARTICLE XII.
GENERAL PROVISIONS.

S E C T I O N  1 . S T A T E  B O U N D A R IE S .  T h e
S ta te  o f  A lask a  s h a ll  co n s is t o f  a l l  th e  territory, 
to g e the r w ith  th e  te rr ito r ia l w aters a p p u r ten a n t 
thereto , In c lu d e d  in  Lhc T errito ry  o f  A laska  u p o n  
th e  d a te  o f  r a t if ic a t io n  o f  th is  c o n s titu t io n  b y  th e  
p eo p le  o f  A laska .

S E C T I O N  2 .  I N T E R G O V E R N M E N T A L  R E ­
L A T I O N S .  T h e  S ta te  a n d  its  p o lit ic a l s u b d iv i­
s io n s  m a y  co o p era te  w ith  th e  U n ite d  S tates a n d  
1(5 territories, a n d  w ith  o th e r  sta tes  a n d  th e ir  p o ­
lit ic a l s u b d iv is io n , o n  m a tte rs  o f  c o m m o n  In ter­
est. T h e  respective leg is la tive  bo d ies  m a y  m a k e  
ap p ro p r ia tio n s  fo r  th is  purpose .

S E C T I O N  3 .  O F F I C E  O F  P R O F IT .  Service  
In  th e  a rm e d  fo rces o f  th e  U n ite d  S ta tes o r  o f  th e  
S ta te  Is n o t  a n  o f fic e  o r  p o s it io n  o f  p ro fit  as  th e  
te rm  Is used in  th is  c o n s titu tio n .

S E C T I O N  4 .  D I S Q U A L I F I C A T I O N  F O R  
D IS L O Y A L T Y . N o  person  w h o  advocates, o r  w h o  
a id s  o r  b e lo n g s  to  a n y  p a rty  o r  o r g a n iz a t io n  o r  
asso c ia tio n  w h ic h  advocates, th e  overth row  b y  
fo rce  o r  v io len ce  o f  th e  g o ve rn m e n t o f  th e  U n ite d  
Sta tes o r  o f  th e  S ta le  s h a l l  be  q u a lif ie d  to h o ld  
a n y  p u b lic  o f fic e  o f  tru s t o r p ro fit  u n d e r  th is  c o n ­
s t itu t io n .

S E C T I O N S .  O A T H  O F  O F F I C E .  A ll p u b lic  
o fficers , be fore e n te r in g  u p o n  tire d u tie s  o f  the ir 
o ffic e s , s h a l l  tak e  a n d  sub scr ibe  to  th e  fo llo w in g  
o a th  o r  a f f ir m a t io n :  " I d o  s o le m n ly  sw ear (or 
a ffirm )  th a t  I w ill  su p p o r t a n d  d e fe n d  th e  C o n ­
s titu t io n  o f  th e  U n i la f  S ta les a n d  th e  C o n s titu ­
tio n  o f  th e  S ta te  o f  A laska, a n d  th a t  I w ill f a i t h ­
fu l ly  d isch a rg e  m y  d u tie s  as  to th e  best
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February 28, 2000

Representative Carl Morgan
State Capitol
Juneau, AK 99001-1182

VIA FAX: 1-907-465-2197

REFERENCE: IN SUPPORT OF HJR-56, CONSTITUTIONAL 
AMENDMENT ON WILDLIFE INITIATIVES

Dear Representative Morgan:

I feel that it’s extremely important that we utilize all means to protect 
wildlife and wild areas from special interest groups outside Alaska in order to 
protect future generations’ use of those wildlife resources. HJR-56 will protect 
those wildlife resources by preventing these special Interest groups from using 
the initiative process to make wildlife policy in Alaska, policy that could be very 
detrimental to Alaska’s subsistence users.

It has been proven over the years that Alaska's system of wildlife 
management has worked very well. ADF&G, along with the Board of Game and 
the state legislature, has ensured preservation of Alaska’s wildlife for everyone to 
enjoy. ADF&G biologists have been trained in sound scientific methods and the 
professional management of Alaska's wildlife resources, which have served 
Alaska’s people well. We do not need “Ballot Box Biology" as advocated by 
animal rights groups.

We should not have to spend hundreds of thousands of dollars to defend 
our traditional hunting and trapping rights at the ballot box every few years. HJR- 
56 would ensure that wildlife issues could no longer be a part of the initiative 
process, and therefore protected from the 'whims of animal rights groups.

Thank you for this opportunity to comment in favor Qf; HJR-56. 
Sincerely, ,

Harold Martin, Chairman, ANHSC

PO. Box 2229 • Cordova, Alaska 99574 * (907) 424-5882 • Fax (907) 424-5883 • ToU Free 1-888-424-5882 
Conserving nnd sustaining the harbor seal for our cultural well-being
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Representative Carl Morgan 
State Capitol Building, Suite 409 
Juneau, Alaska 99801-1182

Dear Representative Morgan:

The Tanana Chiefs Conference, Inc would like to express its support for HJR 56, which 
woulcj remove wildlife management issues from the ballot initiative process.

When wolves enter into a village not because they are lost, but because they are hungry, 
there is a definite problem in how the wildlife is being managed, if  there were enough 
moose and caribou out there the wolves would not come so close to a community. In 
January the children go to school in the dark and go home in the dark. This is also the 
time the wolves go out on their nightly hunt for food.

This is no longer an issue for just putting food on the table, it is now an issue for the 
children’s welfare and safety. To manage fish and game resources by ballot initiative is 
not a sound method for wildlife management. The resources should be managed through 
the direction that the Board of Game assigns to the Alaska Department of Fish and Game.

Through many of the public testimonies that were given by representatives from all over 
Alaska at the McGraih Rural Summit in McGrath, nobody spoke of totally eradicating the 
wolves. People spoke of how important the wolf is in their respective cultures. The 
problem is there are just mo many wolves and not enough moose or caribou to feed them.

Because the terrain is so hilly and rough, it is difficult for the local trappers to 
successfully catch any wolves. The only way the wolf population can be controlled is by 
aerial hunts. An aggressive predator control program needs to be implemented.

Again, the Tanana Chiefs Conference, Inc supports HJR 56, because Alaska’s resources 
should not be managed by outside special interest groups. Rather they should be 
managed based upon sound scientific principles. Thank you for your advocacy on this 
issue o f importance to imerior Alaskans.

Sincerely,

TANANA CHIEFS CONFERENCE, INC.

President
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ALASKA TRAPPERS ASSOCIATION 
POST OFFICE BOX 82177 

FAIRBANKS, ALASKA 99708

Feb. 23,2000

Rep. Carl Morgan 
Alaska State legislature 
State Capital 
Juneau, AK 9SB01

Dear Rep. Morgan: ;

The Alaska Trapper Association has about 1200 members statewide. We are a 
group that supports humane and effective trapping and we 6tand up for trappers rights. 
Thus we arc very happy that you have introduced House Joint Resolution 56 to finally 
stop the constant attacks by the Animal Rights groups that are trying to take over game 
management in Alaska.

As wc saw in 1996, the well-funded groups like Friends of Animals can put a lot 
of money Into an Alaskan campaign in & short period of time. And there is no truth in 
advertising. They ran ads on television that made people think that (hoy were voting to 
outlaw AERIAL wolf hunting. It worked. The initiative to stop "same day airborne 
trapping was passed handily. They came back in 1998 to try to Stop all wolf 6naring and 
wearing wolf fur, but luckily trappers started the CAWL group and wc were able to stop 
them

But we do not have themoney to keep fighting this bonlc every two years. That 
3s why your bill is so important, We need to stop them. They can just use the BOG 
process like everyone else. They complain that this system docs not work (for them) but 
I suggest that it DOES work. The fact that every goofy proposal they put in DOES NOT 
pass, is proof that our system works*

With your help, We will Show them that you do not just oircumvcni the process 
and BUY Alaskan wildlife policy. Again, thank you very much.

Sincerely,

Joe Mattie, Bofird Member 
Alaska Trappers Association
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February 25, 2000

Dear Representative Morgau,

On behalf of the South Central Chapter of the Alaska Trappers Association (SCCATA) I 
want you to know that I support your efforts to put wildlife issues o£F- limits to the ballot 
initiative process. The intitiatrve process has proven to be no friend of the trapper in many other 
states. We don't have the financial resources to confront these professional protesters every time 
we turn around. We believe in leaving these things to the professionals and that the Board of 
Game process allows for ample public participation.

Sincerely,

Allen Dubord 
Chair SCCATA


