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A key parameter for examining the presence of these properties is the degree of progrcssivity of
I'- fiscal system.

Proportional. Progressive and Regressive Fiscal Systems

A proportional fiscal system is one in which the state's take is proportional to the profitability of the
project. A system where the state’s share of profits increases as profits increase is progressive. A
system where the state’s share of the profits increases as profits decrease (and decrease as

profits increase) is called regressive.

Regressive systems create investment risk. Because the state’s take is high m low prices, the risk
to the investor of either high costs or low prices is exacerbated. Regressive systems also result in

low government takes at high prices.

Alaska’s petroleum fiscal system is regressive. The state’s share as a percentage of the profits
drops at higher prices. For instance, in FY 1999 when the wellhead price for North Slope oil
averaged just $8.50 per barrel, we estimate the state’s share to be about 45 percent of the pre-tax
profit (assuming $3 per barrel in upstream operating and depreciation costs). In 2000, the wellhead
price averaged $19 a barrel and we estimate the state’s share of the pre-tax profit at a little more

than 30 percent.

Alaska’s share of the profits at low prices is higher than many other oil-producing nations earn at
comparable prices, but when prices are high is lower than most other governments earn.

The chart below illustrates Alaska's regressive fiscal system compared to what progressive and
proportional systems might look e.

Regressive, Progressive and Proportional
Fiscal Systems

“~* Alaska Fiscal Tnko As Porconlago of Qil Price
"eProportional Tax System
“"&"sProgressive Tax Systom

Alaska Department of Revenue, Tax Division
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FY 98
1.5%

81.7
105.1
59.9
92.7
86.7
205.7
755.0

55.4
318.7
8.0

70.7
1454
86.9

2,071.9

FY 99
1.2%

4.7
105.1

FY 00
1.2%

747
105.1
59.9
92.7
92.0
210.7
616.3

61.1
258.7
8.0

*

70.7
157.3
94.6

1,901.8

4.7
105.1
59.9
92.7
94.7
213.8
623.7

70.7
163.5
98.8

1,928.4

FY 04
2.0%

91.0
1171
66.7
103.3
96.6
229.2
841.2
395.4
61.7
355.1
8.7

78.8
162.0
96.8

2,703.7

FY 05
2.5%

85.3
1171
66.7
103.3
99.0
234.9
696.9
395.4
63.3
295.4
8.7

80.7
166.1
99.2

2,512.1

FY 06
2.5%

85.3
1171
66.7
103.3
101.5
240.8
714.3
395.4
64.9
2954
8.7

80.7
170.2
101.7

2,546.1

FY 07
2.5%

85.3
117.1
66.7
103.3
104.0
246.8
732.2
395.4
66.5
295.4
8.7

80.7
1745
104.3

2,581.0



Alaska State Legislature

Please enter into the record my testimony to the HOUSE STATE AFFAIRS
committee name

Committee on HB 10/ Income Tax Bill
bill #/ subject

Signed: Lawrence D. Meshkin and Marie H. Holley
Testifier

Ourselves
Representing (optional)

950 N. Balsam Circle, Wasilla, AK. 99654-5552
Address

(907) 357-7515,
Phone number

March 22, 2002

We very strongly disagree with the graduated income tax plan as a way to pay the expenses of this state.

Many American, due to its inequality and unfairness, hate the graduated (or so-called “progressive”) income
tax. It has been the subject of intense debate at the national and state level.

We feel that the graduated income tax treats citizens unequally and is blatantly unfair, discriminatory and
immoral. Immoral because taxes are private property (money) taken by the state through the use of force and
used for other people’s benefit. The taxpayer may not use most of the services he is forced to pay for. It would
be immoral if I went to my neighbor’s house and forced him to pay for my child’s shoes. | would be branded a
thief. This is exactly similar to what it done with much of government services.

This proposed state tax would give the burden of paying the majority of the state’s expenses to only the
wealthiest of its citizens and also to those who are not its citizens. The rest of Alaskans would pay little or none
of this tax. The citizens who paid little or none of this tax may even use more government services than those

who paid for it would.

Citizens who paid little or no tax would not work to keep government expenses under control because they
wouldn’t have to pay for it. They may even use government services more wastefully and freely because



someone else is paying the bill. They could vote for more government services that they didn’t have to pay for.
It could be sort of like having all of your married kids living at home eating all of the food, leaving the lights on
and having the furnace turned up high since they weren’t paying the bill.

The national income tax used lo be unconstitutional because it was a direct tax. Then the constitution was
changed. When first introduced, the income tax was very low until it finally grew into the nightmare that it is

today.

Another objection | have to this tax is that it would also tax a non-resident, who does not live here and would
use none of the state services to the degree that he is forced to pay for them. Some people like to think that there
is a pile of unearned wealth sitting somewhere and that it is the job of the state to distribi"” it to those it sees fit.
They feel that a non-resident is somehow collecting unearned wealth for himself in some immoral manner.
They feel that he is taking ajob away from an Alaskan and that he had belter pay for that “privilege”. Jobs (nor
wealth) are not created by the state to be handed out to the politically favored. In a free country, they are created
by private industry, which enters into voluntary exchanges of goods and services with free individuals (workers
and consumers). Alaska used to force people to have resident cards in the past (as if this were the former USSR)
to be able to work here until it was ruled to be unconstitutional. This residency card sentiment remains strong
and some people feel that an income tax is a way to get non-residents to pay for these supposed wrongs against

the state that he is committing by working here.

I like this quote from the recently departed philosopher, Robert Nozick: "Taxation of earnings from labor is on a
par with forced labor".

Here an observation made by Frederic Bastiat, a 19th century French philosopher-economist: A man who
produces while others dispose of his product is a slave. That's the essence of slavery: one person forcibly used

to serve the purposes of others. See the following web link
h(tp:/lwww.icwishworldreview.coin/cols/williams091599.asp

Here is a statement from Walter Williams (Walter E. Williams is the John M. Olin Distinguished Professor of
Economics at George Mason University): Plunder is when people forcibly take the property of another. It's
legalized plunder when people use government to do the same thing. Or, as Bastiat put it, "The state is the great
fiction by which everybody tries to live at the expense of everyone else." See the following web link:
hitp:/lwww.worldnetdailv.com/news/artiue.asi:)?ARTICLE 1D=23576

Alan Keys (2000 presidential candidate) said: “Any income tax is tax-slavery”
See web link: http://www.issues2000.or<r/More Alan Kcves Tax Reform.htm

The following is a quote from a scholarly work by Christopher Stuart Young called "Death oftlw 1040:

Replacing the Federal Income Tax."
"As government increased its role in financing social programs, income taxes became heavier and heavier, and
the inherent nature of our progressive income-tax system became apparent: it was a tool for forced

redistribution of wealth by the state.

"Perhaps not many Americans today recognize redistribution of wealth by the state as a major goal of
communism. Karl Marx and Friedrich Engels, authors of The Communist Manifesto in 1848, would be pleased
to see that we have come to tolerate and even embrace one of their major tenets designed lo lacili‘ate the
conversion of an 'advanced' free-markct nation to communism.

"Tenet No.2 of The Communist Manifesto calls explicitly for 'a heavy progressive or graduated income tax.'
"Is it any wonder that we experience injustice and confusing complexity as we strive lo adapt this communistic
method of taxation, a progressive income tax, to what we uphold as sacred-a free society and a free economy
that enjoys the creative and productive motivations of free enterprise?”

See these following 2 web links:

http://www.nccs.net/store/ncwsletter/mar96nl.html


http://www.icwishworldreview.coin/cols/williams091599.asp
http://www.worldnetdailv.com/news/artiue.asi:)?ARTICLE
http://www.issues2000.or%3cr/More
http://www.nccs.net/store/ncwsletter/mar96nl.html

Go to this web link for The Communist Manifesto and dc ” search for progressive or graduated income tax:
http://csf.colorado.edu/nsn/marx/Archive/1848-CM/cm.lttml

0 In Alaska we spend around $12,000 for every man women and child in Alaska. Hawaii spends around
$5,000 for every man, woman and child and this is considered high. We have a small population with the
budget of some small countries.

e Cut slate spending and implement a constitutional cap for our out of control spending. Shrink the
government bureaucracy and waste that has been created from all of the past (now dwindling) oil wealth.

» Sell state land and assets starting with the Alaska Railroad (governments should not be involved in what
should be a private concern in a free country),

* Return to only constitutionally mandated government services. If our constitution rewards some citizens at
the expense of others, then change it at some future date.

» Privatize where it is at all possible. Go to users’ fee based system where it can be done.

« The fuel tax for the road system isjust one example that is sort of a user’s fee program. People then pay for
what they use (the road system) by their own free will and choice. This fuel tax should be only used for the
road system and nothing else. The fuel tax should be marked on the fuel pump like the price of gas so that it
is not hidden. There should be no hidden taxes. We should know the price we pay for government to keep it
under control. People should be fully aware of any taxes they pay just like for private goods and services.

» Don’t create a system of legalized plunder with an income tax to force some people to pay for other
people’s consumption of government services.

* We can do better in cutting spending than what has been done. We must do this because it is the right and
moral thing to do.

« Taxation is a moral issue because it involves the use of force (by government) upon people who have not
threatened or harmed other people.

» Passing an income tax would be wrong and immoral for some of the reasons we have listed above. It matters
not that other states and the federal government have an income tax. Being in the majority does not make-
the majority right. Not all laws are right nor necessarily moral just because they are legal. Slavery used to be
legal in our national past.

We respectfully ask you to please vote no on any income tax proposal.
Thank you for your time and efforts.

Lawrence D. Meshkin
Marie H. Meshkin

950 N. Balsam Circle
Wasilla, AK 99654-5552
907-357-7515

meshkin@ hotmail.com
mahollev@hotmail.coni


http://csf.colorado.edu/nsn/marx/Archive/1848-CM/cm.lttml
mailto:meshkin@hotmail.com
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Kurtz
2/8/02
CS FOR HOUSE BILL NO. 10( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - SECOND SESSION
BY
Offered:
Referred:
Sponsor(s): REPRESENTATIVE MOSES
A BILL
FOR AN ACT ENTITLED
"An Act relating to the taxation of income."
BEITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.20.011 is amended by adding new subsections to read:
(9) For each taxable year or fractional part of a taxable year after

December 31, 2002, there is imposed a tax upon the taxable income of every resident,
nonresident, and part-year resident individual and fiduciary of the state. The tax
imposed by this subsection is determined as a percentage of the taxpayer's entire
federal income tax liability, except that the tax on a nonresident or part-year resident
individual or fiduciary is the tax determined as a percentage of the taxpayer's eitire
federal income tax liability multiplied by a fraction the numerator of which is the
taxpayer's taxable income from sources in the state and the denominator of which is
the taxpayer's taxable income from all sources. The tax is determined as follows:

if the taxpayer's entire federal then the tax, as a percentage

income tax liability is: of the taxpayer's entire federal

income tax liability, is:

-1- CSHB 10( )
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not more than $20,000 15 percent
over $20,000 20 percent.
(h) An individual shall determine the tax under (g) of this section using the

same filing status as used on the individual's federal income tax return.
* See. 2. AS 43.20.030(a) is amended to read:

(a) An individual, fiduciary, [IF A] corporation, or [A] partnership that has a
corporation as a partner, that is subject to the tax imposed in AS 43.20.011 and is
required to make a return under the provisions of 26 U.S.C. ( [THE] Internal Revenue
Code), [IT] shall file with the department [[ WITHIN 30 DAYS AFTER THE
FEDERAL RETURN IS REQUIRED TO BE FILED,] a return setting out

(1) the amount of tax iue under this chapter, less allowable credits
and payments claimed against the tax; and
(2) other information for the purpose of carrying out the provisions of
this chapter that the department requires
* Sec. 3. AS 43.20.030(c) is amended to read:

(c) The [NOTWITHSTANDING (a) OF THIS SECTION, THE] total amount
of tax imposed by this chapter is due and payable to the department at the same time
and in the same manner as the tax payable to the United States Internal Revenue
Service.

* Sec. 4. AS 43.20.030(d) is amended to read:
(d) A taxpayer [[ UPON REQUEST BY THE DEPARTMENT,] shall file

with the return [FURNISH TO THE DEPARTMENT] a [TRUE AND] correct copy
of the taxpayer’s tax return [WHICH THE TAXPAYER HAS] filed with the United
States Internal Revenue Service for the taxable year. Every taxpayer shall file an
amended return with the department, and remit any additional tax and interest
due, [NOTIFY THE DEPARTMENT IN WRITING OF ANY ALTERATION IN,
OR MODIFICATION OF, THE TAXPAYER'S FEDERAL INCOME TAX RETURN
AND OF A RECOMPUTATION OF TAX OR DETERMINATION OF
DEFICIENCY, WHETHER WITH OR WITHOUT ASSESSMENT. A FULL
STATEMENT OF THE FACTS MUST ACCOMPANY THIS NOTICE. THE
NOTICE SHALL BE FILED] within 60 days after the final determination of the

CSHB 10( ) 2
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taxpayer 3 federal tux liability [MODIFICATION, RECOMPUTATION OR
DEFICIENCY, AND THE TAXPAYER SHALL PAY THE ADDITIONAL TAX OR
PENALTY UNDER THIS CHAPTER]. For purposes of this section, a final
determination means [SHALL MEAN] the time that an amended federal return is
filed or the date a federal [A NOTICE OF DEFICIENCY OR AN] assessment is
made [MAILED TO THE TAXPAYER BY THE INTERNAL REVENUE
SERVICE, EXCEPT THAT IN NO EVENT WILL THERE BE A FINAL
DETERMINATION FOR PURPOSES OF THIS SECTION UNTIL THE
TAXPAYER HAS EXHAUSTED RIGHTS OF APPEAL UNDER FEDERAL

LAW].

*Sec. 5. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.032. Tax calculation for nonresidents and part-year residents
and fiduciaries, (a) In computing the tax under AS 43.20.011(g) of a nonresident or
a part-year resident individual, or a fiduciary, the part of the taxpayer's taxable income
attributable to sources in the state is determined under AS 43.20.040.

(b) In computing the taxpayer's taxable income attributable to sources in the
state for a nonresident or a part-year resident individual, or a fiduciary, deductions and
adjustments are allowed only to the extent that they are connected with income that

arises from sources in the state or property having a situs for taxation in the state.

* Sec. 6. AS 43.20.040(b) is amended to read:

(b) In this section, income is from a source having a taxable or business situs

in the state if it is derived from
(1) owning or operating business facilities or property in the state;
(2) conducting business, farming, or fishing operations in the state;
(3) [REPEALED
(4)] apartnership that [WHICH] transacts business in the state;

(@) [(5)] a corporation that [WHICH] transacts business in the state

and that [WHICH] has elected to file federal returns under 26 U.S.C. 1361 - 1379
(Subtitle A, Ch. IS, Internal Revenue Code) [SUBCHAPTER S OF THE

INTERNAL REVENUE CODE];
£5) [(6) REPEALED

-3- CSI1B 10( )
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(7)] engaging in any other activity from which income is received,

realized,, or derived in the states
(6) working for salary or wages in the state;

(7) an estate or trust deriving income from sources in the state.

*Sec. 7. AS 43.20.040 is amended by adding a new subsection to read:

(d) With regard to the tax under AS 43.20.011(g), if a business, trade, or

profession, other than the rendering of purely personal services, is carried on partly
inside and partly outside the state, the income from sources in the state is determined
under AS 43.19 (Multistate Tax Compact).

* Sec. 8. AS 43.20 is amended by adding a new section to read:

Sec. 43.20.062. Credits against tax. (a) The amounts deducted and withheld
as taxes under this chapter during a calendar year are allowed as credits to the taxpay> r
against the tax imposed by this chapter.

(b) A resident oi pait-year resident is allowed as a credit against the tax
otherwise due under this chapter the amount of income tax imposed on the taxpayer
for the taxable year by another state or territory of the United States on income derived
from sources in the other state or territory that is also subject to tax under this chapter.
However, the credit allowed in this subsection is limited to that proportion of the tax
computed under this chapter that the taxable income from the other state or territory
bears to total taxable income, and the credit may not exceed the actual tax paid to the
other state or territory.

(c) An individual or fiduciary is allowed as a credit againsi the tax otherwise
due under this chapter the amount of any real and personal property taxes paid by the
individual or the fiduciary to a municipality in this state under AS 29.45.

*Sec. 9. AS 43.20.065 is amended 1o read:

Sec. 43.20.065. Allocation and apportionment. A corporate taxpayer who
has income from business activity that is taxable both inside and outside the state or
income from other sources both inside and outside the state shall allocate and
apportion net income as provided in AS 43.19 (Multistate Tax Compact), or as
provided by this chapter.

* Sec. 10. AS 43.20 is amended by adding a new section to read:

CSHB 10( ) 4

New Text Underlined [DELETED TEXT BRACKETED]



© o N o o b~ o N R

W W N N NN NN D NN DD NN N
P S © ® N o o &~ W N P S © b R B G EBRKE B

WORK DRAFT WORK DRAFT 22-1. S0007NF

Sec. 43.20.171. Collection of income at source, (a) Every employer making
payment of wages or salaries after December 31, 2002, shall deduct and withhold an
amount of tax computed in a manner to approximate the amount of tax due on those
wages under this chapter for that year. The employer shall remit withheld taxes to the
department, together with a return or report prescribed by die department, at the time
or times required by the department by regulation. The department shall publish the
rate of withholding required by this section. Every employer making a deduction and
a withholding shall furnish to the employee no later than January 31 of the succeeding
year, or within 30 days after termination of employment, whichever is earlier, a
written statement on a form prescribed by the department showing

(1) the name and taxpayer identification number of the employer;

(2) the name ano social security number of the employee;

(3) the total amount of wages and other compensation; and

(4) the total amouni deducted and withheld as tax.

(b) Every employer making payments of wages or salaries earned in the state,
regardless of the place where the payment is made,

(1) is liable for the payment of the tax required to be deducted and
withheld under this section and is not liable to an indh idual for the amount of the
payment; and

(2) shall make return of and pay to the department the amount of tax
levied that the employer is required to deduct and withhold under this chapter.

(c) An employer who fails to comply with this section is subject to the
penalties set out in AS 43.05.220(d).

(d) Ifthe employer is the United States or the state or a political subdivision of
the state, or an agency or instrumentality of one or more of those entities, the return of
the amount deducted and withheld on wages or salaries may be made by an officer of
the employer having control of the payment of the wages or salaries or who is
appropriately designated for that purpose.

(e) In this section, "employee,"” "employer,” and "wages" have the meanings

given to them under 26 U.S.C. (Internal Revenue Code).

* Sec. 11. AS 43.20.200(b) is amended to read:

-5- CSI1B 10( )
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(b) The same period of limitation upon the assessment and collection of taxes
imposed under fhis chapter and the same exceptions to it shall apply as provided in 26
U.S.C. 6501 - 6503 (Internal Revenue Code). In the case of additional tax due by
reason of a modification, recomputation, or determination of deficiency in a taxpayer's
federal income tax return, the period of limitation on assessment commences from the
date that the amended return [NOTICE] required in AS 43.20.030(d) is filed, andaif
no amended return [NOTICE] is filedathe tax may be assessed at any time.

* Sec. 12. AS 43.20.340 is amended to read:

Sec. 43.20.340. Definitions. In this chaptera

(1) "bank™ means a financial institution including a national banking
association;

(2) "corporation" includes an association, joint-stock company, and an
insurance company;

(3) "fiduciary" means an estate, trust, guardian, trustee, -xecutor,
administrator, receiver, conservator, or a person acting in a fiduciary capacity
for another or for the estate of a deceased person; [REPEALED]

(4) "fiscal year" means an accounting period of 12 months ending on
the last day ofa month other than December;

(5) "individual” means a natural person, married or unmarried,
adult or minor, who is subject to the obligation to nay an income tax under 26
U.S.C. (Internal Revenue Code) ["INCLUDES" AND "INCLUDING" WHEN
USED IN A DEFINITION DO NOT EXCLUDE OTHER THINGS OTHERWISE
WITHIN THE MEANING OF THE WORD DEFINED];

(6) "Internal Revenue Code" means the Internal Revenue Code of the
United States (26 U.S.C.) as the code exists now or as hereafter amended, as the code
and amendments apply to the normal taxes and surtax on net incomes, which
amendments are operative for the purposes of this chapter as of the time they became
operative or will become operative under federal law;

(7) "nonresident” means an individual who is not a resident or

part-year resident;

(8) "part-year resident"” means an individual who becomes a resident

CSHB 10( ) 6
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or loses the status of a resident [ENTERS OR LEAVES THE STATE] during the
taxable year [AND WHO HAS RESIDED OR WAS DOMICILED IN THE STATE
FOR A PERIOD OF LESS THAN 12 MONTHS DURING THE TAXABLE YEAR];

(9) [(8)] "person"™ means an individual, a trust, an [OR] estate, a [OR]
partnership, or a corporation:

(10) "resident™ has the meaning aiven to the term "state resident”
in AS 43.23.095:

(11) [(9)] "taxable year" means the calendar year or the fiscal year
ending during the calendar year upon the basis of which the net income is computed
under this chapter; "taxable year" includes, in the case of a return made for a fractional
part of a year under this chapter, the period for which the return is made;

(12) [(10)] "taxpayer" means a person subject to a tax imposed by this
chapter;

(13) [(11)] "trade or business" includes the engaging in or carrying on
of a trade, business, profession, vocation, employment, and rendition of services or
commercial activity and includes the performance of the function of a public office.

*Sec. 13. AS 43.05.085; AS 43.20.012,43.20.013, and AS 47.45.120(a) are repealed.

7 CSIIB 10( )
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Ablaska State Legislature

Session

Capitol Building, Room 41 i
Juneau, Alaska 99801
Phone: (907)465-3004

Representative Jim W hitaker Fax:  (907) 465-2070
House of Representatives Interim

. . i 19 N. Cushman St. Suite 213

District 31 Fairbanks, AK 99701

Phone: (907) 452-1088
Fax. (907)452-1146

SPONSOR STATEMENT

HB17
Capir-U Projects Fund
Economic Growth and Infrastructure Development

Alaska’s infrastructure needs are significant, and the economy of the State is not growing, but
rather, declining faster than that of any other state in the union. House Bill 17 will improve
Alaska’s infrastructure through increased capital appropriations and boost Alaska’s economy
through a direct supplement to the dividend. Further, Article EX Section 16 of the Alaska State
Constitution directs that 1/3 of appropriations from the General Fund shall be reserved for capital
expenditures. The legislature lias never upheld this constitutional requirement, nor has the
legislature challenged the Attorney General’s opinion, which nullified this constitutional

mandate.

HB 17 is a first step toward correcting this situation by allocating the realized earnings from the
Earnings Reserve Account (approximately $320 million projected fiscal year 2002). A separate
fund entitled the “Capital Projects Fund” will be established with 50% of that total, which will
pay for infrastructure development throughout Alaska; subject to appropriation, by the
legislature. The remaining 50% will be allocated as a “one-time” supplement to the Permanent
Fund Dividend payment (approximately $260 per PFD check) or as an amended option, a

municipal dividend of an equal amount.

Funds allocated from the Capital Projects Fund will be worth considerably more, given federal
matching dollars. A conservative estimate for federal matches raises the amount available for
capital projects to $700 million. Also, both the supplement to the dividend, and the municipal
dividend have an economic growth multiple factor of 1.75 and 2.5 respectively, thereby
increasing the size of the State’s economy by more than $400 million. All in all, these actions
represent an increase of over $ 1 billion to our State’s economy at a time of significant need.

Alaska has amazing financial resources, $32 billion in cash. No state and few nations have a
treasury to compare. Given this financial basis, we should not have a failing economy and a
poorly maintained infrastructure. HB 17 begins to use our resources to build our state and our

economy.



FISCAL NOTE

STATE OF ALASKA Fiscal Note Nurber:
2001 LEGISLATIVE SESSION Bill Version: HB 17
() Publish Date:
Revision Date/Time (Note if correction): 4/6/01 10:00 AM Dept. Affected: Revenue
Title: Capital Projects / Distribution of BRU: Permanent Fund Corp.
Permanent Fund Income Component: Permanent Fund Corp.
Sponsor: Representative Whitaker
Requester: House State Affairs Component Number: 109
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY2002  FY2003 FY2004 FY2005 FY2006  FY 2007
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( ) ! f
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2001) cost; 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal:
POSITIONS
Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

ANALYSIS:  (Attach a separate page if necessary)

The proposed legislation would not increase the cost of operations for the Alaska Permanent Fund Corporation.

See the attached schedule for the amount estimated to be available for the Capital Projects Fund authorized by this
legislation.

Prepared by:  Robert D. Storer, Executive Director Phone (907)465-2047
Division Alaska Permanent Fund Corporation Date/Time April 9, 2001, 9 a.m.
Approved by:  Larry Persily, Deputy Commissioner Date 4/9/01 12:00 AM
Agency Department of Revenue

For distribution information, call the Governor's Legislative Office

(Rov2 772001 omby) Page 1 of—2—



Analysis of HB 17
Alaska Permanent Fund Corporation

W A00AFFCHrerdd Rgedtias
nmﬂi]cns
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 TOTALS]
Payout per HB 17 1,587 1,166 1,118 1,087 1,101 1,186 1,244 1,306 1,371 1,438 1,507 14,112
Capital Projocts 212 0 0 0 0 0 0 0 0 0 0 212
Distribution tor PFD Lund 1,375 1,166 1,118 1,087 1,101 1,186 1,244 1,306 1371 1438 1,507 13,900

Payout Status Quo (all PFD Fund) 1,164 1,168 1,124 1,097 1,116 1,205 1,265 1,329 1,396 1,464 1,535 13,862

Difference in annual payout,

(HB 17-Status Q jo) 423 2 4 -10 14 -19 2 23 25 26 21 250
Rotaln for Inflation - HU 17 F87 695 21 759 792 825 858 893 928 964 1001 9,128
Rotain for Inflation - Status Quo 687 695 21 759 792 825 858 893 928 964 1,001 9,128
AK Permanent Fund value in 2011 - HB 17 41,768
_ Principal 31,796
Earnings Rosorvo 9971
AK Permanent Fund value in 2011 - Status Quo 42,476
Principal 31%%38

Earnings Rosorvc

Por Person Dividend HB 17 52,290.00 $1,910.00 51,810.00 51,740.00 $1,740.00 $1,860.00 $1,330.00 $2,000.00 $2.080.00 $2,160.00 $2,240.00 $21,760.00
Per Person Dividend Status Quo 51,930.00 51,910.00 $1,820.00 $1,750.00 $1,760.00 $1,830.00 $1,960.00 $2,040.00 $2,120.00 $2,200.00 $2,280.00 $21,660.00

Those projections roProscnt only our best ostimatc of tho median case rote of return; actual annual performance will vary with market volatility.
Distributions shown for tho Capital Projects and PFD Fund arc calculated and booked as payables at fiscal year end and actually paid out tho following fiscal yoor.

Slight differences due to rounding.

File F\Petsonal Excel FilestLegislativo RequoststLogislaturo FYOUleg FYOL HB20 2 5 01 xIs Last Updated 4/9/2001



Alaska State Constitution
Article IX, Section 16 - Appropriation Limit.

Except for appropriations for Alaska permanent fund dividends, appropriations of
revenue bond proceeds, appropriations required to pay the principal and interest on
general obligation bonds, and appropriations of money received from a non-State
source in trust for a specific purpose, including revenues of a public enterprise or
public corporation of the State that issues revenue bonds, appropriations from the
treasury made for a fiscal year shall not exceed $2,500,000,000 by more than the
cumulative change, derived from federal indices as prescribed by law, in population
and inflation since July 1, 1981. Within this limit, at least one-third shall be reserved
for capital projects and loan appropriations. The legislature may exceed this limit in
bills for appropriations to the Alaska permanent fund and in bills for appropriations

for capital projects, whether of bond proceeds or otherwise, if each bill is approved

by the governor, or passed by affirmative vote of three-fourths of the membership of
the legislature over a veto or item veto, or becomes law without signature, and is also
approved by the voters as prescribed by law. Each bill for appropriations for capital
projects in excess of the limit shall be confined to capital projects of the same type,

and the voters shall, as provided by law, be informed of the cost of operations and
maintenance of the capital projects. No other appropriation in excess of this limit may
be made except to meet a state of disaster declared by the governor as prescribed by
law. The governor shall cause any unexpended and unappropriated balance to be
invested so as to yield competitive market rates to the treasury.



House Bill 17—*“Capital Projects Fund”

Summary: HB17 would allocate the -ealized earnings from the Earnings Reserve Account
(approximately $320 million projected liscal year 2002). The amount equal to 50% would be
used to establish a fund entitled the "Capital Projects Fund", which would be intended to fund
infrastructure development throughout Alaska, subject to appropriation by the legislature. The
remaining 50% would be allocated as a "one-time" supplement to the Permanent Fund Dividend

payment, (approximately $260 per PFD check).

Why Do this? Alaska’s infrastructure needs are significant, and the economy of the State is not
growing but rather declining faster than any other state in the union. House Bill 17 would
improve Alaska’s infrastructure through increased capital appropriations and give a boost to the
economy through a direct supplement to the dividend. Further, Article 9 section 16 of the Alaska
State Constitution directs that at least 1/3 of the appropriations from the General Fund shall be
reserved for capital projects and loan appropriations. The legislature has never upheld this
portion of the constitution from the time it was adopted.

Another Option: One option as opposed to the supplement to the dividend check, would be a
municipal dividend that would be allocated to each municipality on a per capita basis. This
money could then be used by the municipalities to garner federal matching funds, thereby
increasing infrastructure funding even more, and growing their economy.

Money Begets Money: The money allocated from the Capital Projects Fund will be worth
considerably more, once Federal Matching dollars are taken into consideration. A conservative
estimate for federal matching funds raises the money available for capital projects to $700
million. Both the Supplement to the Dividend, and the Municipal Dividend would have an
economic multiplier of between 1.725 and 2.5, thereby increasing the economy by more than
$400 million. All in all, these options represent an increase of over $1 billion to the economy.
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Constitutional Spending Limit and the Capital Budget

prepared By Maria Gladziszewski, Manager

You asked whether the legislature has complied with the requirement under Article IX, Section 16

of the Alaska Constitution that one-third of appropriations be expended for capital projects and

loan appropriations. You also requested that we provide data on capital and operating

expenditures over the las*, ten years.
fn part, Article 1X Section16 of the Alaska Constitution states the following:

Except for appropriations for Alaska permanent fund dividends, appropriations of
revenue bond proceeds, appropriations required to pay the principal and interest
on general obligation bonds, and appropriations of money received from a non-
State source in trust for a specific purpose, Including revenues of a public
enterprise or public corporation of the State that issues revenue bonds,
appropriations from the treasury made for a fiscal year shall not exceed
52,500,000.000 by more than the cumulative change, derived from federal
indices as prescribed by law, in population and inflation since July 1, 1981.
Within this limit, at least one-third shall be reserved for capital projects ana loan

appropriations.

According to a 1983 opinion of. the attorney general, the one-third appropriation allocation
reserved for capital projects and loan appropriations may be disregarded.:wherreconomics- «
conditions impose a total appropriation limit which-is more restrictive, tharrthat set. out in this

section. The attorney general explains his reasoning as follows:

Section 16 provides, in part: "Within this limit, at least one-third shall be reserved
for capital projects nnd loan appropriations.” This wording is ambiguous when
applied for a year in which revenue available for appropriations falls short of the
adjusted limit for that year. Under those circumstances, it is not clear whether the
reservation lor capital projects and loan appropriations is calculated based on the
total amount actually appropriated for that fiscal year (i.e., less than the limit) or
on the limit amount (52.5 billion) for that fiscal year adjusted for population and

inflation....

A review of the FCC (Free Conference Committee) transcript reveals no
discussion of the Intention of the drafters when they used the phrase ’within this
limit.* Revenue projections at the time painted a rosy picture for the future. No
history is available to indicate that the FCC even considered the effect of the

907-465-3991 Alaska Legislators State Capitol

907-465-3909 (fax) Legislative Research Se>vices Junoau.AK 99801
wivI9gis.sl9g.ak us/msBarclVhoeditm
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amendment if the state suffers a sharp decline in revenue. Former Governor
Hammond was clearly concerned by the possibility of a spendthrift legislature
with an overflowing treasury at its disposal.

. [W]e believe that the courts will recognize that the evil which the
appropriation limit was designed to remedy does not exist when revenues are
below the limit. Under those circumstances, a court would probably affirm an
interpretation that restores the full lawmaking powers of the legislature to make
appropriations in the best interests of the state. We believe the best way to
resolve the ambiguity is to disregard the one-third allocation reserved for capital
projects and loan appropriations when economic conditions impose a limit which
is more restrictive than that set out in section 16.4.1

As far as we could determine, the attorney general’'s recommendation has been followed to date;
during the last fifteen years, lawmakers have not attempted 1o appropriate one-third of the budget
to capital projects. The enacted capital budget and the authorized operating budget figures, as

well as annual estimates of the constitutional appropriation limit, are listed below.

Table 1. Operating and Capital Budgets, FY90 - FY00

Thousands of Dollars (a) Percent of Total Article IX,
Fiscal Capital Operating TOTAL . _ Section.16
Year Expenditures  Expenditures  Operating and gjglt:,l[ Oge(rjatlr;g Limit (D)-

(Enacted) (Authorized) Capital g ucge (billions)

1990 343,507.5 2,942,959.8 3,286,467.3 10% 90% 4.4
1991 416,283.8 3,071,758.6 3,488,042.4 12% 88% 4.5
1992 686,147.2 3,453,699.2 4,139.846.4 17% 83% 5.0
1993 704,179.6 3.535,970.7 4,240,150.3 17% 83% 4.8
1994 951,739.8 3,730.403.4 4.682,143.2 20% 80% 4.9
1995 663,936.9 3.768,509.3 4,432,446.2 15% 85% 4.9
1996 579,598.9 3,818,784.6 4,398.383.5 13% 87% 4.9
1997 640,738.6 3,835,956.2 4,476,694.8 14% 86% 5.9
1998 615,717.5 3,077,539.5 4,493,257.0 14% 86% 5.7
1999 1,207,692.6 4,025,424.9 5,233,117.5 23% 77% 5.9
2000 1,136.364.8 4.253,981.3 5,390,346.1 21% 79% 6.1

NOTES & SOURCES: (a) Figures from tho operating and capital budget books published by the

Legislative Financo Division, FY90-00.
(b) Constitutional appropriation limit estimates from the introductory section to the State of Alaska's

Comprehensive Annual Financial Report published by the Department of Administration, Division of
Financo (years ending Juno 30,1989 through June 30,1999). The FY94 book did not contain an estimate

for FY95; the FY95 figuro presented above is our estimate.

I hope you find this information useful. Please do not hesitate to contact us if you have questions
or need additional information.

10pinion of tho Attorney Genoral. February 7.1983, File Number.'5“6-374-33 (a memorandum Irom Attorney
GonoraJ Norman Gorsuch and Assistant Attorney Genoral Jamos Baldwin to budget dlreclor Gene Dusek).

eport01.040 (Devised)
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MEMORANDUM December 19, 2000

SUBJECT: Sec. 16, Art. DC, Alaska Constitution
(Work Order No. 22-L.S0272)

TO: Representative Jim Whitaker
Attn: Lori Backes

FROM: Tamara Brandt Cook
Director

You have asked for our interpretation of the language of sec. 16, Art. DC, Constitution of
Alaska, that requires that one-third of the permissible appropriations be reserved for
capital projects and loan appropriations. Section 16, Art. DC, of the state constitution

provides in part (emphasis added):

Except for appropriations for Alaska permanent fund dividends,
appropriations of revenue bond proceeds, appropriations required to pay
the principal and interest on general obligation bonds, and appropriations
of money received from a non-State source in trust for a specific purpose,
including revenues of a public enterprise or public corporation of the State
that issues revenue bonds, appropriations from the treasury made for a
fiscal year shall not exceed 52,500,000,000 by more than the cumulative
change, derived from federal indices as prescribed by law, in population
and inflation since July 1, 1981. Woithin this limit, at least one-third
shall be reserved for capital projects and loan appropriations.

This provision has not been interpreted by a court, but has been the subject of an attorney
general's opinion, 1983 Op. No. 01, copy attached. The opinion notes that the language
is ambiguous and concludes that the reservation of one-third for capital projects and loans
does not apply when revenues are less than the constitutional appropriation limit, because
to apply it in those circumstances would severely impair the legislature's power of
appropriation. The opinion goes on to suggest that the court will disregard the literal
language of the constitution to avoid absurd results or to achieve a pragmatic result. (See

pages 17 and 18)

I do not believe that the court will disregard the literal language of the constitution.

(Hickel v. Halford, 872 P.2d 171 (Alaska 1994)) However, because of the use of the
phrase "Witliin this limit...," it seems to me that it is possible to come up with at least the



Representative Jim Whitaker
December 19,2000
Page 2

following three interpretations of the provision in question without disregarding the
language used. Regardless of the amount of total appropriations for a year, excluding

appropriations to which the limit does not apply,
(1) at least one-third of the maximum amount authorized under the spending limit

must be for capital projects and loans;
(2) no more than two-thirds of the maximum amount authorized under the

spending limit may be for operating expenses; or
(3) at least one-lhird of the total appropriated must be for capital projects and

loans.

While there will be debate about how the authorized level under the spending limit
should be calculated, the effect of each of the three possibilities can be demonstrated by
using the fiscal year 2000 estimated spending limit of $6.1 billion and the actual budget
amount of $2.3 billion, both figures taken from the "State of Alaska Comprehensive

Annual Financial Report."”

Under paragraph (1), one third of $6.1 billion would require a capital budget of over 2
billion from a total budget ofjuci $2.3 billion. Clearly, devoting so much of the total
budget to capital projects and loans would make it impossible to carry out other functions
that are required of the state by the constitution. It is safe to predict that a court would

reject the construction set out in paragraph (1).

Paragraph (2) amounts to a sort of mirror image of paragraph (1), calculating the
maximum level of operating expenditures rather than capital expenditures. Two-thirds of
$6.1 billion would permit operating expenditures of over $4 billion, well over the total
budget of $2.3 billion, thus eliminating any required level of capital spending. This
construction would support the position taken by the attorney general that the one-third
reservation does not apply when available revenue falls short of the adjusted spending
limit for that year. The weakness in this interpretation is that it yields an odd result in
that it requires the reservation of an amount for capital and loan expenditures if the state
has $6.1 billion available in fiscal year 2C00 but not if it has $6 billion available, even
though $2.3 billion is the actual amount appropriated. What public policy is served by

this result?

Paragraph (3) would simply require that, out of a total budget of $2.3 billion, one-third,
or about $.8 billion, be spent for capital projects and loans. It is possible that a court
would accept this construction because it is the simplest and, in some ways, most logical.
However, the objection to this construction is that it could have been stated directly, if
that was what was meant, without including the phrase, "Within this limit..."

On reflection, my feeling is that the purpose behind the one-third reservation was to
ensure a certain level of capital spending and, therefore, that the construction contained in
paragraph (3) is the most persuasive. However, a reasonably strong argument can be
made for the position taken by the attorney general that the one-third reservation does not
apply when available revenue falls short ofthe adjusted spending limit for that year. As a
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December 19,2000
Page 3

factual matter, the state has since 1983 consistently failed to reserve one-third of
appropriations each year for capital projects and loans. The court may give deference to
the position taken by the attorney general because of this history. The reason for this is
that ambiguous constitutional provisions are interpreted under the same basic rules of
interpretation used for statutory construction, and Alaska has adopted the
"contemporaneous and practical” rule of interpretation. (Casperson v. Alaska Teachersl
Retirement Board, 664 P.2d 583 (Alaska 1983); Sutherland, Statutory Construction, sec.
49.03. This rule states that continuous "contemporaneous and practical interpretation...by
executive officers charged with its administration and enforcement...constitutes an
invaluable aid in determining the meaning of a doubtful statute...Jand] also constitutions."

TBC:glc
00-322.glc

Enclosure
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February 7, 1983

Gene Dusek, Director of Budget
Office of Management & Budget
Pouch AM

Juneau, AK 9981]

1983 Attv Gen Co #01

Re: Appropriation limit
questions
Our file: 366-374-83

Dear Mr. Dusek:
You have asked for our opinion concerning issues relat-

ing :0 the appropriation limit imposed by Alaska Constitution,
article IX, section 16. These issues are as follows:
(1) Are appropriations to reimburse a municipality for

payment of the principal and interest on general obligation
school construction bonds subject to the appropriation lim-
it? We believe they are not.

(@&)) IT the permanent fund dividend law (AS 43.23)
amended or repealed and another plan for the distribution of
permanent fund 1income 1is enacted, will appropriations to

finance the new distribution program be included in the ap-

propriation limit or will those appropriations be outside
the limit? Generally, we believe that other distribution
plans could qualify as dividends. However, certain limita-
tions should be observed to make sure that the new plan sa-

tisfies the intent of the appropriation limit.

(3) How will the appropriation limit be implemented if

1S
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anticipated state revenues are less than the [limit for a
fiscal year? We assume that the appropriation limit will be
applied with common sense to empower the legislature to act
without regard to allocationsrimposed by the appropriation
limit when economic conditions deplete the state treasury.

(4 How will multi-year appropriations be counted for
purposes of the appropriation lLlimit? We believe a multi-
year appropriation will be counted against the appropriation
limit for the first year in which it could be expended.

() What 1is the definition of '"capital project" as
thac term is used in che appropriation limit? There 1is some

history which supports a liberal interpretation of the term

"capital project.”

1. BACKGROUND

The appropriation limit, Alaska Const, art. IX, sec.
16, was drafted during a period of anticipated high revenue
yields from oil and gas production. In June 1981, the Alaska De-
partment of Revenue forecast that the state would earn approxi-
mately $4,895,300,000 during FY 82. Revenue Sources, Alaska De-
partment of Revenue (June 1981). That forecast did not include
the revenue dedicated to the Alaska permanent fund under AS 37.-
13.010. The revenue actually earned by the state during FY 82,

Jass the permanent fund contribution, was $4,108,400,000. Reve-
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nue Sources. Alaska Department of Revenue (Jan. 1983). The leg-

islature had exhibited a proclivity for appropriating all avail-
able revenue and more. 1/ Former Governor Jay S. Hammond intro-
duced SJR 4 during the firsc session of the Twelfth Alaska Legis-
lature. However, the Ilegislature failed to enact a version of
SJR 4 during the first regular session and on June 25, 1981, Gov-
ernor Hammond called a special session of the legislature co con-
sider SJR 4. In his address co che legislature, Governor Hammond
cited che following circumstances which required the enaccmenc of
SJR 4:

(1) che FY 82 operating budgec increased 32 percenc
over che FY 81 operating budgec;

() the FY 82 capital budgec 1increased 127 percenc
over che FY 81 capital budget; and,

@) for FY 82, che legislature appropriated an amounc
equal to 59 percenc of che cocai. spenc for capical projeccs
since statehood. 1981 S. Jour., FSS Jour. Supp- No. 1, p. 3.

A second free conference commictee (FCC) initially ap-

pointed during che regular session met Co continue consideration

of SJR 4 during the special session. 1981 S. Jour., p-. 1744. A

1/ The $1.8 billion concribucion co the Alaska permanent fund
(sec. 2, ch. 61, SLA 1981 as amended by sec. 68, ch. 92, SLA 1981
and sec. 16, ch. 101, SLA 1982) 1is a continuing operating appro-
priation which literally causes total unobligated appropriations
to exceed available scace revenues for each fiscal year since en-
actment.



Gene Dusek, Director of Budgec February 7, 1983
Office of Management & Budgec Page #4
366-374-83

transcript of che open meecings of che FCC exists and forms a
part of che history of che appropriation amendment (che cran-
I« ript). However, it 1is evident from review of che cranscript

Chat ocher discussions concerning Che 1incenc of che amendment

were conducted outside of open commictee meecings. While che

Cranscripc 1is helpful, it presents only a partial record of che

deliberacions of che drafters of che amendment.

The FCC purported co adopc a letter of incenc co accom-
pany ics report co che house and senace. 1981 S. Jour., FSS, p.
5. However, che leccer of iIncenc is noc sec out in che journal.
A search of che bill files of Che Deparcnenc of Law yielded a
copy of che missing lecter of incenc. See Ex. 1.

The campaigns for and againsc adopcion of che appropri-
ation limic began in Sepcember of 1982. The Anchorage Daily News

criticized che proposed amendmenc for che following reasons:.

(1) che ceiling is Coo high, revenues will ex-eed che
limic only once before che year 2.000; and

(2) che one-chird reservation for capital projeccs and
loan appropriations was included because che legislature
“"failed Co make che distinction between a wise public agenda
-- on which capital projeccs and loans surely would appear
— and an effeccively cimeless stace constitution - in
which no such spending demands should be dictated.

Anchorage Daily News, Sept. 3, 1982, ac Al4, "opinion." The
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Daily News based its opinion concerning revenue forecasts on a
report made public by the legislative finance division of the
Legislative Budget and Audit Committee. Anchorage Daily News,
Sept. 2, 1982, at 1. On September 17, 1982, the Daily News urged
Governor Hammond to oppose the adoption of the appropriation lim-
it. The Anchorage Times basically took no position on the amend-
ment. However, on October 19, 1982, the Times reported the re-
sults of a poll sponsored by supporters of the amendment. The
poll, conducted che week of September 16-23, 1982, showed chat
che amendment was recognized and favored by che public as a
"spending limit.” The pollsters asked 1if che respondents had
heard of the proposed amendment co che state constitution which
secs a limic on iIncreases on scace appropriations. Bv a chree-
co-one margin, respondents said they were not familiar with che
amendment when it was described as an ™"appropriation limic.”™ An-
chorage Times, Oct. 19, 1982, at A-4. On October 26, 1982, the
Juneau Empire editorialized in favor of adoption of the amend-
ment. Juneau Empire, Oct. 26, 1982, at 4.

During the week of October 24, 1982, the major dailies
of che state published articles on the amendment. Governor Ham-
mond received coverage in most of chose stories by saying "It
[the adoption of the appropriation limit] may be our last chance
to control the juggernaut which otherwise will likely crush us

into bankruptcy.”™ AnchoLage Daily News, Oct. 29, 1982, at B3.
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On Sunday, October 31, 1982, che Daily News in ics forum seccion,
published an article by Governor Hammond in which he again strong-
ly advocated adoption of the amendment because revenue projec-
tions and the growing vulnerability of the permanent fund com-
pelled him to plead for the support of che people. Anchorage
Daily News, Oct. 31, 1982, at K3. On the preceding Friday, che
Daily News quoted Governor Hammond as follows: ™"Don"t let anyone
cell you that passage of Proposition 4 won"t [limic spending."
Under recently revised revenue estimates, passage of che balloc
issue would bar che legislature from appropriating between $80
million and $380 million in fiscal 1984 alone. Anchorage Daily
News, Oct. 29, 1982, at B3.

Ac the 1982 general election, the voters approved che
adoption of SJR 4 by a vote of 110,669 for the amendment and
70,831 opposed to che amendment. State of Alaska Official

Returns by Election Precinct General Election Nov. 2, 1982, Div.

of Elections, Office of the Governor.

I1. EXCEPTIONS FROM THE LIMIT
The appropriation limit contains seven express excep-
tions. Five of those exceptions are for appropriations which are
completely outside che limic and do not require voter approval.

They include:

(1) an appropriation for Alaska permanent fund divi-
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dends; <

(2) an appropriation of revenue bond proceeds;
(3 an appropriation to pay principal and interest on

general obligation bonds;

(4) an appropriation of money received from nonstace
sources in trust for a specific purpose, including revenues
of a public corporation chat issues revenue bonds; and

(5) an appropriation co meet a scace of disaster de-
clared by che governor.

You have requested our interpretation of exceptions (1) and @)

sec out" above.

A. Alaska Permanent Fund Dividend Exception

The appropriation limic provides: "Excepc for appro-
priations for Alaska permanent fund dividends ... appropriations
from che state treasury made for a fiscal year shall not exceed
$2,500,000,000...." A question obviously arises as co whether
"Alaska permanent fund dividends™ means only those cash payments
provided to individuals”under AS 43.23 or if the word "dividend”
encompasses other concepts for the distribution of income earned
by the Alaska permanent fund.

We believe che answer to your question concerning ap-
propriations for permanent fund dividends depends on whether che

exceptions will be construed strictly or [liberally. Usually,
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provisions iIn a scace conscicucion are construed liberally using
che same rules of conscruccion prescribed for ocher laws wich re-
gard given co che broader objecc and scope of che conscicucion as
a charcer of popular govemmenc. Egherr v. Dunseith, 24 N.w.2d
907 (N.D. 1946); 168 A.L.R. 621. Professor Sutherland explains
che modern view for construing express excepcions as follows:
The older rule scriccly interpreted boch ex-
cepcions and provisos buc coday che prevailing
view favors aecermining che effeccs of such provi-
sions according co che usual criceria of decision
applicable co ocher Kkinds of provisions as well
wichouc che use of any arcificial presumptions co

che effect chac qualifying Jlanguage “"should be
scriccly construed.

SUTHERLAND STATUTORY CONSTRUCTION 8§ 47.11 (4ch ed. 1974)(foot-
notes omicced). The FCC did noc express an incenc co limic chis
excepcion co only appropriacions co finance cash payments®™ co iIn-
dividuals under AS 43.23.

The appropriacion limic muse be incerpreced consiscenc-
ly wich che permanenc fund amendmenc concained 1iIn arcicle IX,
section 15. Section 15 provides chac che legislature may dispose
of che income of che Alaska permanenc fund "as provided by law.T
Each legislature may reexamine existing law and enacc differenc
laws providing for che use of iIncome earned by che Alaska perman-
enc fund. IT seccion 16 were incerpreced so chac che excepcion
co permanenc fund dividends applied only co appropriacions Co fi-
nance cash dividends under AS 43.23, che legislature would essen-

tially be denied che flexibility co adjust co changing philoso-
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phias concerning che propriecy of m. W cash payments direcdy

co residents which seccion 15 expraa:-v .., a
serves co ic. 2/ In

incerprecing and applying che conscic: .
P 9 ppiyiIng . ic muse be remembered

chac che conscicucion is noc a lif . _
or scatic instrument

wh incarpr ion i nfin zr .
0s€ carprecacto S co ed co JI1"1"ns and ouclooks which
prevailed ac che time of 1ics adopcizc -Akus v. United States,

321 U.S. 414 (1944); Warwick v. 5: ~w 548 P.2d 384 (Alaska

1976) .
The word "dividend” has Mocise legal meaning.
Truscees of University v. North Car: B1 R. Co.. 13 WORDS AND
PHRASES 107 (Permanenc ed.); 22 >Am. 671. Webster defines
"dividend" as follows: ™an individual JIH"a of something distri-
buced among a number of recipiencs. W. .re not aware of any

legal principle which would preclude r __,
er distribution programs as "dividends ILtherf che words used

"raccerizacion of och-

2/ The Thirteenth Legislature may raji™i -

cion in favor of a plan which 1ic dec=.-miith aak casn discribu-
purposes more effeccively. During ere L " will promote public
and adoption of the appropriacion limit |1 0L consideration
dend law was undergoing considerable £:rui T Pernianent fund divi-

the legislature and che courts. The I-iiui ¥ and change by both
posed appropriacion limic amendment a£,N

cime che question of che conscitution=_ii ,, 1™ol. AC Chac
dividend program as ic was then strucrti W( c“e permanent fund
United States Supreme Court. On June 1., |as °n aFP.ea“ e
Supreme Court 1issued an opinion whin §J, 2* Uniced Staces
lished for determining che amounc of di "11 ], method estab-
void because the method promoted discmti. u<ier that program
of residence in che scace. On Augusc 11, ?t n . on ”7enSCh

dividend law cook effect. The people v*«c 2» amenamencs to Che
the dividend law in effecc on election :av !Id°ubcedly aware chat
eled iIn marble. ,n 1982 was noC chls”
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by che drafters of che amendment afford broad latitude to che
legislature co enacc new distribution programs which will not be
impaired by che appropriacion limic.

Ic 1s welLl-seccled law chac a provision of a scace"s

conscicucion muse receive a liberal, practical construction to

meec changed condicions and growing needs of che people. Countv
of Alameda v. Sweenev, 312 P.2d 419, 424 (Cal. 1957). Under Che
permanenc fund amendment, che discrecion granced co che legisla-
ture co enacc, amend, or repeal che present dividend program un-
der AS 43.23 co meec che growing needs of che people is unfet-
tered. However, “che operacion of exceptions from che appropria-
cion limic muse be incerpreced consiscenc wich che i1ncenc of che

framers of che organic law and of che people adopting ic. Scate

v. Lewis. 559 P.2d 630, 637 (Alaska 1977).

One 1imporcanc consideracion should be carefully ob-
served. The Alaska Supreme Court has found chac che purpose of
che exiscing dividend program is Co force che legislature to con-
sider che reimposition of caxes when che decline of oil revenue
encourages resort co permanenc fund income co finance sCaCe gov-
ernment. Williams v. Zobel, 619 P.2d 448, 454 (Alaska 1981),
rev’d 451 U.S. 905 (1982). The people can be expected co vigil-
ancly protect cheir dividends by forcing che legislature Co seek
sources ocher Chan che permanenc fund Co finance sCace govern-

ment. IT a substitute discribucion program accomplishes che same

10
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purpose, ic will more Ilikely qualify under che excepcion 1in
seccion 16 chan 1f 1ic fails co achieve chac purpose. IT che
conscicuency beneficced by a dividend is narrow, che dividend may
noc be a dividend 1iIn che sense iIntended by che drafcers of
seccion 16 and che people who adopced ic. Proposals soon co be
considered by che legislacure include replacing che existing
discribucion co all residencs wich a distribution of pare of che
permanenc fund income co municipalities and as a subscicuce for
che existing longevity bonus, and use of a pare of che income co
finance large capital projeccs.

A vase majority of che populacion of che scace resides
in or is served by municipal governmencs. Ic is also a face chac
we all seek securicy for our "golden years.” The constituents of
chese proposals seem broad enough co sacisfy che purpose of che
currenc dividend law. The use of permanenc fund income co fi-
nance Qlarge capical projeccs presencs a closer quescion. The
character of each project muse be considered co determine 1if ic
serves a scace public purpose, racher chan a local special pur-
pose. Additionally, if che projecc is viewed as merely analter-
nate way of financing scace govemmenc operationsghe basic in-
cenc of che dividend law mighc noc be served.

We cannoc advise wich certainty whecher che financing
of large capical projeccs wich permanenc fund income would con-

science a dividend of che Alaska permanenc fund for purposes of

11
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che appropriacion limit. Some may argue chac the benefits pro-
vided by "public works™ projects are too localized to approximate
che benefits provided by che existing dividend law. However, in
State v. Lewis, 559 P.2d 630 (Alaska 1977), che Alaska Supreme
Court decided chac "[legislation need noc operace evenly in all
pares of the scace co avoid being classified as local or spe-
cial.” Lewis at 643. A definite answer will come only when che

courcs incerprec article IX, seccion 16 of che Alaska Constitu-

tion. However, we believe chat if che legislacure enacts a dis-
cribucion program which 1is consiscenc wich che incenc of che per-
manenc fund dividend Ulaw, any appropriacion to implement chac

program will be exempt from che appropriation Hlimic.

B. Appropriacions Required co Pay che Principal and Incer-
esc on General Obligation 3onds

Under AS 43.18.100 -- 43.18.135 the scace, subjecc to
available appropriacions, reimburses municipalities for che pay-
ment of a percentage of principal and interest to retire general
obligation bonds issued by the municipality to finance school
construction coses. Although they have been amended from time co
cime, these scatutes have been iIn effect since 1971. You have
asked whether appropriacions to retire municipal general obliga-
tion debc are wichin che excepcion stated co che appropriation
Limic.

The exception reads as follows: ‘'"Except for ... appro-

12
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priacions required co pay che principal and inceresc on general
obligacion bonds...." The wording of che excepcion does noc spe-
cify whecher che bonds muse be issued by che scace Co qualify.
eLacer in seccion 16, che drafcers carefully idencified "appropri-
acions of money received from a nonscace source " Since che
drafcers could easily have expressly Limiced chis excepcion Co
scace general obligacion bonds, an inplicacion can be drawn chac
a scricc conscruccion «liciicing che excepcion co scace general
obligacion bonds was noc incended.

The purpose of che excepcion recognizes chac appropria-
cions co recire general obligacion bonds may be co che scace®s
""greac advancage." Governor®s cransmiccal leccer, 1931 FSS S.
Jour., p. 16. Presumably che advancage accrues from che scacels
enhanced ~credic racing which vresulcs in Jlower debc service
charges for subsequenc bond issues. Ic is probable chac che ex-
iscence of che school conscruccion debc assiscance provisions
of AS 43.18 have che same efface upon che bond racing assigned co
municipalicies. The 1idencical purpose 1is achieved by appropria-
cions made co finance che reimbursemenc program. Less scace as-
siscance will be necessary in Che Tfucure if local bond racings
remain favorable.

There are some consiaeracions which weigh againsc chis
conscruccion. Debc service for general obligacion bonds 1is fi-

nanced by a concinuing appropriacion. AS 37.15.012. General

13
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obligation bonds are debts of the scace secured by contracts
(trust indentures); che impairment of contracts is prohibited by
the state and federal constitutions. The reimbursement program
under AS 43.18 does noc transform municipal general obligation
bonds into debts of che state. ;AS 43.18.130 (a). However, the
financial burden imposed on municipalities, if their local tax
effort were increased to compensate for the loss of assistance
under AS 43.18, could be devastating co the I|~cal taxpayer. Ac-
cording to che Department of Education, for fiscal year 1984 che
estimated total entitlement for school debt retirement is
$36,900,000. This total is estimated to increase co $44,300,000
by fiscal year 1988.

Accordingly, we believe chac appropriations to retire
municipal general obligacion school bond indebtedness wunder AS
43.18 are "required" and qualify as an exception co the spending
lim ic. We believe that the appropriation for school bond indebt-
edness can be represented as a moral obligation of che scace for

the following reasons:

(1) the appropriation is made under a statute of gen-

eral application;
(2) the statute has been in effect since 1971; and
(3) the reimbursement program is heavily relied upon
by municipalities when they establish che local tax effort

necessary to support local bonded indebtedness.
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. REVENUE SHORTFALL

You have also asked how co incerprec che appropriacion

limic if che amounc of scace revenues subjecc co che Ilimic is

less chan che amounc decermined co be <che Ilimic for a fiscal

year, as provided in seccion 16. You wish co know specifically

how che allocacions wichin che Ilimic for operacing expenses and

capical projeccs would be incerpreced. As we have inaicaced,

seccion 16 imposes an appropriacion Ilimic racher chan a spending

lim ic. We have <earlier advised chac Che legislature may make

appropriacions which exceed available revenues. 1981 Inf. Op.

Acc'y Gen. (June 24; J77-159-31). However, obligacions may noc

be paid under chose appropriacions unless chere is enough surplus

emoney available in che creasury.

Theorecically, che amounc of ancicipaced scace revenue
should have no effecc onche operacion of che appropriacion I|im -
ic. However, under AS 37.07.020(c), che governor's proposed bud-

gec may noc exceed escimaced revenues for che succeeding fiscal

year. Also, che amounc of surplus revenues ancicipaced co be

received by che scace was an issue hocly publicly debaced before

adopcion of seccion 16. The newspaper arcicles wriccen abouc che

appropriacion limic before che eleccion commonly referred co che

amendmenc as a "spending Ilimic." These arcicles were undoubcedly

inscrumencal in forming che vocersr underscanding of che effecc

of che proposed amendmenc.

15
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Seccion 16 provides, in pare: "W ithin chis Ilimic, ac

lease one-chi.ra shall be reserved for capical projeccs and loan

wording is ambiguous when applied for a

appropriacions.” This
year in which revenue available for appropriacions falls short of
che adjusced Ilimic for chac year. Under chose circumstances, ic

is noc clear whecher che reservacion for capical projeccs and

loan appropriacions is calculaced based on che cocal amounc accu-

ally appropriaced for chac fiscal year (i.e., less chan che Ilim -

ic) or on che limic amounc ($2.5 billion) for chac fiscal year

adjusced for populacion and inflation. ‘Apparenc ambiguicies con-

tained in che scace conscicucion may be resolved by che contempo-

raneous conscruccion by Jlaw or by che adminiscracive agency

charged wich implementation of <che provision. Amador Valley

Joint Union High School Discricc v. Scace Board of Eoualizacion,

583 P.2d 1281 (Cal. 1978).
A review of che FCC cranscripc reveals no discussion of

che incencion of che drafcers when chey used che phrase "within

ch:.s lim ic." Revenue projeccions ac che time painced a rosy pic-

ture for <che fucure. No history is available Co indicate chac

che FCC even considered che effecc of Che amendmenc if che scace

suffers a sharp decline in revenue. Former Governor Hammond was

clearly concerned by che possibility of a spendchrifc legislacure

wich an overflowing treasury ac ics disposal.

Under the circumstances, we believe ic would be unwise

16
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co blindly apply che aliocacions imposed by che appropriacion

lim ic when condicions impose an even more scringenc limic chan

incended by che FCC. 3/ The appropriacion Ilimic drascically ai-

ders che mosc significanc power of che legislacure: che power Co
appropriace. The power co enacc general law is largely nullified
che

unless che money co finance enforcemenc or implenencacion of

law is appropriacea. Consequenciy, we believe chac an incerpre-

cacion which rescriccs che legislacure's power co respond co che

needs of che scace during unancicipaced periods of revenue de-
cline w ill noc be endorsed by che courcs. See Scace ex rel. Co-

lumbus v. Kecerar, 189 N.E. 252 (Ohio 1934). Racher, we believe

chac che courcs w ill recognize chac che evil which che appropria-

cion limic was designed co remedy does noc exisc when revenues

are below che Iimic. Under chose circumscances, a courc would

probably affirm an incerprecacion chac rescores che full lawmak-

ing powers of che legislacure co make appropriacions in che besc

inceres cs che besc way co resolve che

ambiguicy is co disregard che one-chird allocacion reserved for

3/ The reservacion for capical projeccs and loan appropriacion
effeccively rescriccs appropriacions co finance Che operacing
budgec wichouc rescriccing che relacive share for capical proj-
The operacing budgec finances all manner of essencial pro-

eccs.
grams for che preservacion of che public healch, safecy, and wel-
fare. Some of chese expenditures are for so-called enciclemenc

programs (aid for families wich depenaenc children, for example)
which for fiscal year 1982 comprised 42 percenc of che operacing

budgec.

17
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capical projeccs and loan appropriacions when economic condicions

impose a limic which is more rescriccive chan <chac sec ouc in

seccion 16. 4] The liceral language of che conscicucion may be

disregarded co avoid absurd resulcs and Co fu Ifill che apparenc

incenc of che framers. curges v. Crowninshield, 17 U.S. 122,

202 (1819). Where che general welfare is involved, conscicucion-

al quescions should be approached from che pragmacic, racher chan

from a legaliscic poinc of view. Scace v. Board of Adminiscra-

cion, 25 So. 2d 880 (Fla. 1946).

V. ATTRIBUTION OF CAPITAL APPROPRIATION TO A FISCAL YEAR
Anocher quescion you have raised is how che words "ap-
propriacion ... made for a fiscal year" should be applied co ap-
propriacions for <capical projeccs. AS 37.25.020 provides "An
appropriacion made for a capical projecc is valid for che life of
che projecc and che unexpended balance shall be. carried forward
Co subsequenc fiscal years." This provision recognizes chac cap-

ical projeccs ofcen span more Chan one fiscal year before comple-

cion. The balance of che appropriacion remains available in sub-

47 Anocher possible incerprecacion would Ilimic che operacing
Fuagec allocacion for a fiscal year co cwo-chirds of che cocal
limic ($2.5 billion) adjusced for inflacion and populacion. This

incerprecacion is consiscenc wich our earlier observaCion chac
chere may be no relacionship becween appropriacions and revenue.
However, even under chis incerprecacion, in a fiscal year wich
depressed revenues, che one-chird reservacion for capical proj-

eccs is meaningless.
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sequenc fiscal years and is carried forward co chose succeeding

fiscal years. According co che Deparcmenc of Adminiscracion., as

of June 30, 1982, che cocal of all "carry forward" capical appro-

priacions was:, approximately 81,591,000,000, and che <cocal of

all "carry forward" operacing appropriacions was 81,862,000,000.

The FCC debated che incenc of che limic concerning chis

issue. Transcripc ac 47-55. Ic is clear chac che FCC was aware

chac mulci-year appropriacions are made. There was an accempc by

Represencacive Hugh Malone co amend che proposal so chac a legis-

lacure could noc appropriate for a fiscal year subsequent co che
upcoming fiscal year. This amendment was noc adopced. Senacor
B ill Ray observed chac che incenc of che amendmenc was co include

only chose appropriacions which are expended during <che fiscal

year. According co Senacor Ray, appropriacions which remain un-
expended ac che end of a fiscal year should lapse. Transcripc ac
52. Represencacive Rick Halford incerpreced che proposed amend-

menc co make mulci-year appropriacions counc againsc che Ilimic

each year because each succeeding legislacure could amend or re-

peal chese appropriacions ac w ill. During all of these discus-

sions, no discinccion was made between operacing and capital ap-

propriacions. However, chese commencs' probably referred only co

mulci-year operacing appropriacions. See Transcripc ac 65-66.

The debace on chis issue discloses <chac che FGC was

confused abouc che operation of carry forward appropriacions.
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They formulaced che $2.5 billion base by caking che fiscal year

1982 appropriacion cocal and reducing chac amount by $60 m illion.

Transcripc ac 2-5. However, 1982 appropriacions were made based

on forecasts of ancicipaced surplus for chac fiscal year, reduced

by expected expenditures for "carry forward" appropriacions. We

assume, therefore, chac <che drafcers did noc incend <co counc

carry forward appropriacions in che Ilimic established for each

fiscal year.

We believe chac a commonsense way co incerprec che ap-

propriacion limic, which is supporced by pasc praccice, is ¢co

counc appropriacions chac are available for expendicure in a fis -

cal year only againsc che Limic for che firsc fiscal year during

which chey could be complecely expended. This should be done

even if an wunexpended balance is <carried forward inco che nexc

fiscal year. Thac balance muse be considered obligated for che

purposes of che appropriacion Ilim ic. Unexpended balances of a

prior year appropriacion should noc be counced wich che current
year appropriacions in complying wich che Ilimic for che currenc
year. If che legislacure provides chac an appropriacion may noc

be expended uncil a lacer fiscal year, Che appropriacion should

be counced only againsc che limic for chac lacer fiscal year.

V. DEFINITION OF THE TERM "CAPITAL PROJECT"

The appropriacion Ilimic amendmenc introduces che cerm

20
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"capital projecc" <co che glossary of words used in che Alaska
Constitution. This new term causes some concern because a simi-
lar term, "capital improvement,” is used in ocher sections of ar-

ticle IX setting out che general obligacion bonding authority for

local governments and the state. . There are two Alaska Supreme

Court cases which address che meaning of "capical improvement."

of Juneau v. Hixon, 373 P.2d 743 (Alaska 1962); Wrishc

See City

v. Citv of Palmer, 468 ?.2d 326 (Alaska 1970). The supreme court
did noc adopt an all-inclusive definition of capital improvement
in those cases. Rather, che court concluded chac there was noth-

ing in the history of municipal bonding in Alaska or in the min-
utes of che conscitucionai convencion <chac indicates chac the
term "capical improvement" was intended co denoce projeccs radi-
cally different chan chose for which municipalities had been per-
m itted co incur bonded indebtedness in the past.

When former Governor Hammond first introduced SJR 4,
che proposed amendmenc consistently used che term "capital im-
provement." It was noc until the second FCC took up considera-
tion of the proposal chac che cerm capital project was used.
Senator Ray defined capical projeccs co be "what che definitive
judgment of a majority of che legislature determines they are."
Transcripc at 22. This was in response to an observation by Rep-
resentative Malone chac many appropriacions designated as capital

differ little from icems set out in che operating budgec. Tran-

21
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scripc ac 21. Former assiscanc accomey general Rodger W, Pegues

explained co che FCC chac "we're using che cerm capical projecc

which preccy much means che capical budgec - areas where you are

dealing wich capical invescmenc or long-cerm financing and che

bulk of your spending. Thac's a broader cerm Chan 'capical im-

provemenc.
There appears co be supporc in che hiscory for an in-

cerprecacion of "capical projecc" which includes more objeccs of

expendicure chan "capical improvemenc,” which cradicionally has

been Iliniced <co public works of a permanenc nacure. 5/ lc is

possible, <chough, chac che cwo cerms w ill be conscrued co have

lefc room for che cerm "cap-

che same meaning. The supreme courc
ical improvements" co acquire new meanings co accommodace che
changing accivicies of scace govemmenc. However, che appropria-

cion limic implies chac a general obligacion bond may be issued

for capical projeccs. 6/ Ilc is probable chac a courc would find

chac noc all capical improvemencs may be characcerized as capical

5/ In recenc years, opinions of che attorney general have some-
whac broadened chis incerprecacion co permic che use of bond pro-
ceeds Co finance some unique accivicies wunder che Village Safe
Wacer Ace, see Irif. Op. Acc'y Gen. (April 2; J-99-078-81) ; and Co
rehaoilicace a leased ja il facilicy. See Inf. Op. Acc'y Gen.

(Mar. 19; A66-398-78).

6/ ArCicle IX, seccion 16 provides: "The legislacure may exceed
chis Iimic in bills for appropriacions co che Alaska permanenc
fund and in b ills for appropriacions in capical projeccs, whecher
of bond proceeds or ocherwise " (Emphasis added.)
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projeccs. A discinguishing faccor may be chac che conscicucion

requires some permanenc ching of value co show for <che public

debc incurred. A more liberal conscruccion may be warranced when

public debc is noc incurred.

VI. CONCLUSION

The wording of che appropriacion Ilimic does noc begin

co live up co <che high standards of clarity and sim plicicy

adopced by <che original framers of <che Alaska Conscicucion.

There are many who w ill regard chis opinion as mere juscificacion

co exploic "loopholes"™ woven inco che fabric' of che amendmenc.

However, we hope chis opinion w ill provide che impecus co eicher

adopc amendments co clarify che ambiguities noced or co enacc

legislacion which incerprecs che amendmenc so chac che ambigui-

ties are avoided. We hope chis opinion has answered your ques-

tions

Sincerely yours™

Norman C. Gorsuch
Accpxmey General

..James L. Baldwin
Assistant Attorney General

JLB:NCG:pjg
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LETTER OF INTENT

2nd Free Conference Committee on SJR A

The basic problem faced by Alaska is runaway growth

in spending for state government operations and for capital

projects. This growth is generated by revenues from resources
which are nonrenewable and finite . Some lim itation is there-
fore essential. The constitutional amendment proposed by the
2nd Free Conference Committee w ill provide a realistic lim i-

tation and yet allow, by popular approval, for expenditures

in excess of the Ilim itation for capital projects and for con-
tributions to che permanent fund. Those who favor such expen-
ditures can have no reasonable objection co che voters deter-

mining which capital projects and contributions are worthwhile

and which are noc.

The cerm "capital projecc"” is used rather chan the

cerm "capical improvement” in order co have a broader reach.

Capical improvements are precty much limited to public facil-
ities having a more or less permanenc nacure. Highways, air-
ports, buildings,.and ferries are examples. Capital projeccs
include capital improvemencs and also other expenditures which
require a mulci-year investment or otherwise tend to fall into

the category of capital costs as opposed co day-co-dav ex-

penses. Computers, large-scale resources invencories, and

high-cost special equipment and instruments for libraries,

schools, and museums are some examples.

Exhibit 1 - p.1 of 3
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In addition to limiting the excess appropriations

to capital projects and contributions co the permanent fund,

the proposed amendment requires b ills for capital projeccs co

be confined to capital projeccs of che same cype. This is
somewhat more narrow chan the single;-subject rule. It will
require projects in a b ill co be. parts of an overall system.
This w ill inhibit the packaging of diverse projects into one
b ill. As a further restraint on logrolling, che bills for ex-

cess appropriacions are subject co che item veto, including

the appropriation of general obligation bond proceeds which

are in excess of the lim it. Bond proceeds which are noc in

excess of che Ilim it are not subject co an item veto.

There are chree exclusions from che Ilim itation.

Debt service is necessarily excluded. An additional exclu-

sion is provided for appropriations for permanent fund divi-

dends . Non-state money, that is, money received from che
|

United Scates or others to be used for specific purposes, is

also excluded. This exclusion includes revenue bond proceeds,

the revenues generated by the international airports , and

ocher public enterprises which operate on revenue bonds. The

first exclusion is required by the federal constitution's pro-

hibition against impairing contracts. The other exclusions

are provided because che use of the money for chose purposes

is not a part of the problem.

The proposed amendment requires che governor to

cause any unexpended and unappropriated balance to be invested

25
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so as to yield competitive rates to che treasury. The words
"as prescribed by law" were not included so that the clause
w ill be self-executing. However, the governor performs all
executive functions in the manner prescribed by law, and the
statutes on loan programs and investments w ill control here so
long as they are consistent wich the constitution's require-

ments.

Additionally, so as to eliminate any reasonable
grounds for opposition by these who wish to relocate the cap-
ital, che resolution includes a transitional measure to ex-
clude relocation costs, if they are approved at the 1982 gen-
eral election, from the requirement of additional voter ap-
proval under the amendment. Anocher transitional measure
provides for the amendment co cake effect beginning with che

budget for fiscal year 1984.

Finally, still anocher transitional measure places
the amendment on the ballot again at the 1986 general election

to allow it to be repealed by the electorate should it prove

to be unworkable. If it is unworkable, the people w ill re-
peal it. If it works, they w ill not. ;
Sen. B ill Ray Rep. Richarc W. Haizora
Sen. Donald £. Gilman Rep. Robert H. Bectiswortn
Sen. Frank R. Ferguson Rep. -Hugh Malone
° - 3 -
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B uilding A laska's

F uture

D EV EL OPM ENT






1 .A 1 a s k a ’s
In fr astructure and

Capital needs ar.e

SIGNIFICANT.

2 . .A 1l ask a’s Economy is

n ot G r ow ing



A 1 a s k a st a t e C onstitu¢tion

A rticle 9.16 A ppropriation L imit

A ppropriations from the treasury made for

a fiscal year shall not exceed
$2,500,000,000 BY MORETHAN THE CUMULATIVE
change,derived from federal indices as
PRESCRIBED BY LAW ,IN POPULATION AND
INFLATION SINCE JULY 1, 1981,

W ithin this Ilimit,at least one-third
SHALL BE RESERVED FOR CAPITAL
PROJECTS AND LOAN APPROPRIATIONS.






C apital P r ojects F und

\

A n A dditional $ 160,7 ?22 ,S 00 f o

r

Capital Project appropriations in 2 00 2 :

—Enough to pay the State'’s

SHARE OF THE FIRST 10
PROJECTS ON THE DEPARTMENT

of Education’s Capital
Improvement Projects

Priority List for FY 2002



C apital P r ojects F und

~ A n A dditional $ 160,712 ,S 00 for

Capital P r oject appropriations in 2 00 2 :

-M ore than the amount

REQUESTED IN THE UNIVERSITY OF
Alaska’s Capital Budget and

Deferred Maintenance

request



Project

Well House # 4

CVEA Project

Ketchikan Ship Yard

Water and Sewer Project
Wastewater Treatment Improvements
Water and Sewer Project

Mt. Edgecumbe High School Repairs
To%iak School Replacement

Teller School Remodel/Addition
Honey Bucket Lagoon/Solid Waste Disposal
Piped Water Project

Sanitation Improvement Project
Wastewater Treatment Improvements
Force Main and Pump Station

Water and Sewer Improvements
Watewater Treatment Improvements
University of Alaska Museum

Bridge Construction

South Wrangell Road

Lift Tower Rehabilitation

Terminal Building Expansion
Terminal Improvements
Pedestrian/Bike Facility

Terminal Basin Protection

Terminal Building

Proposed Improvements to Parks Highway

Proposed Improvements to Richardson Highwav

Proposed Improvements to Denali Highway
Proposed Improvements to Glenn Highway
Proposed Improvements to Klondike Highway

Area

Kenali

Copper Valley & Valdez
Ketchikan

Pilot Station
Togiak

Deering

Sitka

Southwest Region
Bering Straight
Noorvik

Hooper Bay
Napaskiak

Togiak

Mekoryuk

Fort Yukon
Nenam lqua

University of Alaska Fairbanks

Unalaska
W rangell
Cordova
Petershurg
Skagway
Chitina
Angoon
Hoonah



A nother W ay of Looking A t It

A fter P r obable Matching
F u n d s, t h e C apital
P r o jec ts F und W i1l B e

W or th C onsider ably

M o r e



F or E x am p 1l e

If $55 M illion goes Toward a Federal 10/1 m a tc h

$605,000,000 In C apital P roje cts

I+ $ 130 M illion G oes Toward a Federal 501/50 M a t c h

$260,000,000 In Capital Projects

A nd if The Rest is Used For A dditional Capital Projects:

T otal: $900.000.000 +-

For infrastructure development FY 2002



And Now the
Other Half of The

HB.. Growth and
DEVELOPMENT

Plan



G row ing O ur Economy

W hy it’s N e c e ssary

BA Il aska’'s economy h as
ACTUALLY DECREASED OVER
THE LAST 10 YEARS. WHILE THE

REST OF THE NATION’S HAS

SIGNIFICANTLY INCREASED



A laska's GSP

Over the last ten year s,
A laska has been one of tw o
STATES INTHE US WITH A
declining Gross State
Product. And Alaska has
HAD THE STEEPEST DECLINE OF
THE TWO.
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By P r oviding for a
S upplem ent to th e
A 1 a sk a P er m anent
F und D ividend o r a
M unicipal D ivide nd , KA W e

C a n G r ow A 1 a s k a ’s

E con o m vy

S UBSTANTIALLY.



27,000

26,000

25,000

24,000

5 Dollars (n millions

23,000

22,000

21,000 -

FY90

FYol

FY92

FY93

FY94

FY95

FY96

Fiscal Year

FY97

FY98

r"SINS8?-5554°S

L.iZirl

- !

BGross State Product
0O GSP + HB17

FY99 FYOO FYO1 FY02



E ¢c on om ic G r ow t h

FY91 FY92 FY93 FY94 FY95 FY9% FY97 FY98 FY99 FYOO FYO1  FYO2

Fiscal Year



Option 1, The Dividend A pproach::

$ 1963.86 $ 1948.33
$1963.86 $1948.33

October 2002

$1930.00
$360.00

$2290.00



E fFfect on Future D ividend s

$2,500.00
$2,000.00
it T ifSRISHI.
$1,500.00 —
$1,000.00
Cw/ HB17 HStatus Quo

$500.00



E fFfect on Future Dividend s

$2,500 -r»™
wm
(e
dei
hep et P «
VW] M iS
HI M
$1,000

O Seriesl HSeries2



T his G r o w t h C a n

A ccom plished W ith

E f fe ct t o t h e

P e r m anent F und

C o r pu s



1

{ E ffe ct on P F C o r pu

Since the money used for
Capital Projects and the
Supplement to the
Dividend is taken from the
Earnings of the ERA, the

EFFECT ON THE PERMANENT

Fund Corpus is Zero.

S



H B 17 E ffe c t o n P F C o r p u s

35,000,000,000 -re.

30,000,000,000

25,000,000,000

20,000,000,000

15,000,000,000 -—

IPF Corpus w/out HB17
BSPF Corpus w/ HB 17

10,000,000,000 ItjH

5,000,000,000

2001 2002 2003 2004 2005 2006 2007 2008 2010



