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AIDEA Dividends to State of Alaska

Recap of AIDEA Dividends to

State of Alaska
(% rounded to nearest thousand )

Year Ertdgé
. June 30

Payable
in FY

vwdora

1997 [ 15,000,000

1996 1998 16,000,000 State’s capitalization
1997 1999 16,000,000 )
1998 2000 26,000,000 of AIDEA:
1999 2001 18,500,000 Early 1980’s S189M +
2000 2002 17,500,000 . ,
2001 2003 20,150,000 Mid 1980’s $143.5M
2002 2004 18,176,000 =$332.5M
2003 2005 22,000,000
2004 2006 8,812,000
2005 2007 16,650,000
2006 2008 10,000,000
2007 2009 23,800,000
2008 2010 22,720,000
2009 2011 23,423,000
2010 2012 29,400,000
2011 2013 20,400,000
2012 2014 20,745,000
2013 2015 10,665,000
2014 2016 17,650,000

Declared thru 2016 373,591,000
2015 2017 6,328,000

Cumulative Total



AIDEA's Dividend & Language Change G0¢

Goal:

Share with the State, through an annual dividend
(that is stable and more predictable), the financial
benefits of AIDEA’s actual results of operations.




Dividend Statute Language Needs Modernizin
As Accounting Rules Have Evolved Over Time

3 Accounting Transaction Types, #3 Causes Dividend Problems:

1. Entries from “real transactions” that actually occurred, they are

historic in nature. (These are okay.) Examples: booking what was paid for an asset, revenue that is
generated, payroll that is paid, taxes paid, what was cash received and why, etc.

2. Entries from “estimates and allocations”. (These are okay.) Examples: booking

depreciation and amortization expenses which recognizes and records that an asset used up some of it
estimated useful life over the period of operations.

3. Entries from “market value adjustments”. These are entries related to
transactions that didn’t happen, but, AIDEA must record them for the audit as
though they did happen to comply with G.A.S.B. and have a G.A.A.P. audit.

(We want to modernize the existing “excluding...” statutory language and remove G.A.S.B. “market value”
impacts on the dividend through HB 268 and SB 149 proposed language changes.) Example: booking the gain or
loss that would have been the result of selling your marketable securities at the end of the day of the last day of
the year (GASB 31).



Sec. 44.88.088. Payment of dividend to state.

The Pertinent Language:

The authority shall adopt a policy for payment of a dividend... to the state
each fiscal year.

... The amount of the dividend payable... may not be less than 25 percent nor
more than 50 percent of the net income ...for the base fiscal year...

... net income"” means the change in net position, or the equivalent term
under generally accepted accounting principles, ... as set out in the audited
financial statements of the authority for the base fiscal year, excluding
amounts attributable to intergovernmental transfers, capital contributions,
grants, or impairment losses on development projects financed under AS
44.88.172;




Dividend Calculation Stack Visual

Dividend to the State
T

> From the statutorily defined “Net Income” results, the Board declares a dividend > 25% but < 50% of “Net Income”.

*_—-—-

Based on Statutorily Defined “Net Income”

A

HB 268 / SB 149 is simply modifying what is currently “excluded” from the audit results. Statutorily defined “Net Income” would
— » thennotinclude any “market value” and/or State or Federal funded “write-down/loss” activity when calculating the dividend.

=——————]

Calculated from the Board accepted G.A.A.P. based audited “Statements of
Revenues, Expenses, and Changes in Net Position” per statutory requirements

\4

The audited set of financials statements must include applicable “market
value” and/or “write-down/loss” entries, which are required by:

\4

Generally Accepted Accounting Principles (G.A.A.P.), and:

\ 4

G.A.A.P. requires that all applicable Governmental Accounting
Standards Board (G.A.S.B.) Statements are implemented




Dividend Problem #1.:
arket Value” Adjusting Entries

Problem #1.:

1. G.A.A.P. keeps evolving, requiring booking/recording “market value”
adjusting entries. Essentially, act like something happened that didn’t
happen, and book it as though it did...

2. The result: AIDEA’s “net income” swings, sometimes materially, which
means the State’s dividend swings sometimes materially year-over-year,
we want to fix this.

3. Andin the end, ultimately, the dividend payment is a cash based

transaction. (Paying it when cash hasn’t been earned is a problem -- for AIDEA, but
likewise, not paying it when it has been earned, and is available, is a problem -- for the
State.)



Problem #1
Analogy of

Ll ]
- .
Governmaental Accounting Standards Board

“Market Value”
Entries Impacts

; gin Alaskans



$ Based Tax
>ayer Analogy

£1040

Degpartmant of e Treasury—Intarnal Fevenue Service (Elt]
U'S: Individual Income Tax Return | 201 5

OME Mo. 1545-0074

RS Lise Ondy — Do not wrile of staphe in this space

For the year Jan, {-Dec. 31, 2015, or olher tax yeer begrning | 2015, ending See separate instructions.
o Rirst name and inibal Last name Your social security number
if & joint return, spotse's fitst name and indial Last name Spouse's sacial security number

Home address (nmmber and street), If you have a P.O. box, see instructions,

City, town or post office, state, and ZIP code. [T you have a foreign address, also complete spaces Delow fsee nstruc

‘ Apt.na.

U U
A Make sure the S5N(s) abave
and on line 6c are cotrect.
Prasidential Elaction Campaign j
Check hene il you, or your spouseif fibng

Foreign counfry name

Foreign province/state/county

Foreign postal code

pontly, want $310 go do this fund, Checling
& boox befow will not change yous o or

rekand [] You [ ]Spouse
Filing Status 1 LJ Sindle 4 [ Headot {with qualitying person). (See i
2 [] Married filing jointly (even if only one had income} e quaklying person s a child but not your dependent, enter this
Check only one 3 [] Married filing separately. Enter spouse’s SSN above child's name here. b-
box. and full name here, » 5 [ ] Qualifying widow(er) with dependent child
Examptions 6a || Yourself. If someone can claim you as a dependent, do not check box 6a . ] Boxes chocked
b O Spouse booooou Do 00 o000 Neo. of children
¢ Dependents: {‘I: " l'-!)_"" . Jm e “;‘d." ”;r‘;“é‘mﬁg;c‘d; ‘."I'i":d"":'i; o
{1} Farst mame Laet name you ﬂgleeivmm . « did not live with
] T D gnduubu divorce
: mare:jil:n four H T [l m’m:}
insirtionerand. ] O e |
check here [ ] AR D
Lot e : P & R
Income T Wages, salaries, tips, etc. Attach Form(sy W-2 7
8a Taxable interest. Attach Schedule B if required e e s e e Ba
b Tax-exempt interest. Do notincludeonlineda . . . | Bb | I
g‘_‘;mf:";ﬂ 8a  Ordinary dividends. Attach Schedule B if required ... ... |
attach Forms b Qualified dividends . . . 3 | 9b |
W-2G and 10 Taxable refunds, credits, or offsets of state and local income taxes 10
1099-R if tax 11 Alimony received . L . 11
waz withhsld, 12  Business income or (loss). mtach Scnedule C of C- EZ . 12
) 13  Capital gain or loss). Attach Schedule D if required. If not rsquned check here & D 13
”;E:ﬁ'd?”m 14 Other gains or (losses). Attach Form 4797 . R, 14
o aions 152 IRAdistibutions . | 15a | | b Taxable amount 15b
16a Pensionsand annuities | 16a | | b Taxable amount . | 16b
17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E | 17
138 Farm income or floss). Attach Schedule F . 18
19 Unemployment compensation s o - g o 6 & o a4 5 o 19
20a  Social security benefits | 20a || b Taxable amount 205
21 Other income. List type and amount bl
22 Combine the amounts in the far right column for lines 7 through 21. This is your total income » 23
- O D ——
Adjusted 24 Centain business expenses of reservists, performing artists, and
Gross fee-biasis govemment officials. Attach Form 2106 or 2106-E2 24
Income 25 Health savings account deduction. Attach Form 8889 25
26  Moving expenses. Attach Form 3903 . . . 26 |
27 Deductible part of self-employment tax. Attach Schad.lla- SE 27 |
28  Self-smployed SEP, SIMPLE, and qualified plans 28 |
29  Sslf-employed health insurance deduction il
30 Penalty on sarly withdrawal of savings . 30
31a  Alimony paid b Recipient’s SSN » 3a |
32  IRA deduction . 2 32
a3 Student loan interest deduction . 33
34 Tuition and fees. Attach Form 8917 . 34
35  Domestic production activities deduction. Attach Form 8903 35 |
36  Addlines 23 through 35 . S T 36
a7 Subtract line 38 from line 22 This is your ad]usmd gross income . — » ar

For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions.

Cat. Mo, 113208

Form 1040 2015

10




Form 1040 Impact Analogy

P ——— T
@ 7 Wages, salaries. tips, atc. Aftach Formis) W-2 7 100,000
8a Taxable intersst, Attach Schoculo B ifrequired ~ . . . . . . . . . . . | 8a 1.500
b Tax-exemptinterest. Do pel include on e da . . | 8 | I '
ARash EneRi B3 Ordinary dividends Altach Schedlbs B if required T 6,000
attech Forms b Qualified dividends . . o m | |
W-2G ainw 10 Taxable refunds, credts, l:rﬂﬂ'ﬂn-:lfslm ard local incoma taxes 10
106-R if tax 11 Almony received : 11
Wikt Withheld. 12 Businessincoms or joss), Altach Scheckie C or G-EZ . . . 12
13 Capital gain or foss). Alinch Schecue D i recuired. i not required, checkhars == [1 | 13
iy e 14 Ofher ging o losses). Atlach Form 4797 . . . . . . . . . . . 1"
B retietions 158 |RAdstibutions . | 15a | b Taxabis amount 155
16a  Pengions and annuities | 16a | b Taxable amount | 16b
17 Renta real astaie, royalties, partnerships. 5 corpomations. trusts, etc, Aftach E-:Im:ldl-E 17
18 Farm intome or Joss), Aftsch Schiduls F 18
19 Unemployment compeesation 10|
200 Social sscurity Denstits | 208 I b Taxabis amount 200
2 Otherincoms Usttypesndamount ___________|= 1,500
22 _ Combing the amourts in e fr rght coum for s 7 through 21 This b your tolal imcome » | 22 109.000
| Investing in 11




GASB Statements 31, 68, 72, & 75

N, 347 | FEBRUARY 2015

NO.E7-C | JUNE 2012

Governmental
Accounting Standards Series

NO. 144-4 | MARGH 1897

Governmental
Accounting Standards Series

Statement No. 68 of the
Governmental Accounting
Standards Board

Statement No. 31 of the
Governmental Accounting
Standards Beard

Accounting and

Financial Reporting

for Certain Investments and
for External Investment Pools

Accounting and Financial Reporting

for Pen:

RNMENTAL ACCOUNTING STANDARDS BOARD

OF THE FMAKCAL ACCOUNTING FOLMOAT O

FGASB

Governmental Accounting Standards Board
of the Financizl Ascounting Foundeficn

Governmental

Accounting Standards Series

ement No. 72 of the
Governmental Accounting
Standards Board

Fair Valug Measurement

and Application

G/SB

AL ACCOUNTING STANDARDS BOARD
0F THE FINANGIAL ACCOLNTING FOUNDATICN

N, 350 | JUME 2015

Governmental
Accounting Standards Series

Statement No. 75 of the
Governmental Accounting
Standards Board

Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions

G/SB

GOVERNMENTAL ACCOUNTING STANDARDS BOARD
OF THE FINANCIAL ACTOLUNTING FOUNDATICN

12




Form 1040 Analogy — Add GASB Impacts

(Now adjust your 1040 total income as if “GASB Type adjustments were required at y

T T T T T T T T T T ¥ T . T T T T T T T

Income T Wapes, salaries, 11:1 abo, Aftach Fﬂ'n'p'-n] W-2 o : : 7 100,000
8a Taxable interest. Attach Schedule B if required e . . fa 1.500
b Tax-sxemptintersst Do notinclude on neda . . | 8b | | '
freash Exoi Ba  Ordindry dividends. Altach Schedule B if required . . T ™ 6,000
stiach Forme b Cusliied dividends . . . Ny |
W-2G aned 10 Taxable refunds. credis, or offsets -:fﬂat-n and lozal income taxes : 10 -
TOG0-1 if tax 41 GASB 31 - Unrealized gain or loss on marketable securities (10% on $250k portfollo) 11 5,000
weswitiol. 45 Businessincome or foss). Aftach Schedue C or C-EZ . . . 12
13 Capital g oF oes), MMMD#WIMHM“@IM lﬂ"l-ﬂi.'tll.!‘l&l'&-l' D 13 |
bty e 14 Other gains or Josses). Atlach Form 4797 . . . . N T
B retontiong 158 IRAdstibutions . | 15 | | b Twmble amount 156 |
16a GASB 68 — Value adjustment from Retirement 401k Account (5% on $200k growth) 16k 10,000
17 Rental real astate, royalties, partnanships, S corporations, trusts, etc, Aftach Schedule E | 17 |
18  GASB 72 - Fair value adjustment for your rental property (5% on $400k value) . LR 20,000
1@ Linsmpdoymssnt -xmpmﬂm « & a s 4 u & = = & & a : 14
20 GASB 75 - Fair value adjustment for your other post employment benefits ; sl i) 5,000
21 Oherlcoms Usthpemndamout el 1,500
22 _ Combing the amounts i e fr rght comn for s 7 through 21 Ths b your toal income » | 22 169,000

Under this analogy you’d have 560,000 more income that you’d have to pay taxes on if you
had to recognize “market value” adjustments on your personal tax return, without having
earned the S to pay the taxes... (Note: any of these adjustments could go in either direction.)

13



HB 268’'s / SB 149’s Impact To 1040 Analog

S

The “market value” unrealized adjustments would be excluded from “Net Income.”

=

Income T Wages, salaries, tips, atc. Aftach Formds) W-2 T 100,000
8a Taxable interest. Attach Schadule B if required . ia 1. 500
b Tax-exemptintersst. Do not includs on ine 81 .a:- | |
Artach Formis) 2 i
We? hare. Alsa Ba  Ordindry dividends. Attach Scheduls B if regquirsd | Ba .
stiach Forme b Cualifed diidends . . ™ | a
W-2G @l 10 Taxable refunds, credts, l:rﬂfl'ﬁﬁ of state and local mmw 10
102 if tax 41  GASB 31 - Unrealized gain or loss on marketable securities (10% on $250k portfollo) 11 26 ,OO
Wik WM. 12  Business income or Joss). Aflach Schedule © or G-EZ . . . 12 \ |/
13 Capital gain or Joss). Afach Scheduls D if recuinsd Hmtrm.iru-d chacic hare = I:I 13 \/
Lﬂ‘,ﬁﬁ““ 14 Other gaing or osses). Attach Fom 4797 | . 1"
B-&&IMM-I:IJM 158 IRA distribubions | 154 | | h Tmtvllumut 158
16a GASB 68 — Value adjustment from Retirement 401k Account (5% on $200k growth) 168 10, 00
17 Rental real estate, royalties, partnerships, 5 corpomtions, trusts, efc. Aftach Schedue E | 17 |
18  GASB 72 - Fair value adjustment for your rental property (5% on $400k value) 18 2 ,O 0 |
18 Unemplayment compeandation e - 14
20a GASB 75 — Fair value adjustment for your other post employment beneflts Wy ,OO
S T T 21 1,500
2  Combine the amounts in the tar right column for lines 7 through 21, This ks your tolal incoma = = 109.000
——— e I
Revised line 22 total taxable income post market value if recognized m
. 14




AIDEA's Net Income, Pre-G.A.S.B. 31
“Market Value” Adjusting Entries

$65,000,000
$60,000,000
$55,000,000
$50,000,000
$45,000,000
$40,000,000
$35,000,000
$30,000,000
$25,000,000
$20,000,000

$15,000,000
91 92 93 94 9 9% 97 9 99 00 O01 02 03 04 05 O6 07 08 09 10 11 12 13 14 15

—Net Income Pre-GASB 31 Entries

s :



GASB 31"Market Value” Impact to Net Inco

$65,000,000
$60,000,000
$55,000,000
$50,000,000
545,000,000
$40,000,000
$35,000,000
$30,000,000
$25,000,000
$20,000,000

$15,000,000
91 92 93 94 95 9

—Net Income Pre-GASB 31 Entries

97

Impact of GASB 31 Mark-to-Market on AIDEA Net Income

98 99 00 01 02 03 04

——Net Income Post GASB 31 Entries

Area of “Unrealized” revenues that AIDEA would

pay dividends on, though no $ earned to pay them

05

06

07

Area of “Unrealized” losses that AIDEA would pay
less dividends on, though had earned $ to pay them

16
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Problem #2

“Dividend Penalty”
Adjusting Entries



Dividend Problem #2:
“Dividend-Penalty” Effect Adjusting Entries

Problem #2:

1. When the value of a project has been determined to have been permanent
reduced, for some reason, G.A.A.P. requires booking/recording an adjusting
entry between the Balance Sheet and the Income Statement to reduce and/or
remove some or all of the value of an asset or a project from AIDEA’s Balance
Sheet.

2. The resulting entry reduces net income. The consequence (depending on the
facts), could possibly either reduce the State’s dividend from a project it
funded due to an adjusting entry reducing value, and/or have AIDEA paying a
dividend on top of a project it funded due to an adjusting entry reducing value.

3. Thus, there could be up to a 25% to 50% “dividend penalty” from an adjusting
entry, we want to fix this too.

18



Potential Effect of an Adjustment to Stat
Funded Investment (Project X Hypothetical)

Computation of statutory "net income" for FY17 dividend (in thousands)
Net position-Revolving Fund
Appropriations and contributions from the State of Alaska
Capital grant revenue
Dividend to State
Expenditures attributable to capital contributions
FY15 Statutory "net income"

Hypothetical adjustment attributable to a State funded impairment loss

Revised FY15 Statutory "net income" for dividend calculations

S 27,984
(14,008)
(25)
10,665 State's
692 Dividend
25,308 Penalty
Impact
(8,800) x 50% = S (4,400)
S 16,508

19




Hypothetical State Funded Non-172
Project, if Stopped, Impact to “Net Income”

‘__ﬂ

Impact of Impairmentof |

State Funded Projectin FY15 [
$65,000,000 8

$55,000,000 ‘
$50,000,000
$45,000,000
55 55 2y o1 02 03 o4 05 06 a7 08 05 i dminids $40,00 0,000
$35,000,000
$30,000,000
$25,000,000
$20,000,000
Area of “Unrealized” losses that trigger a drop to the >
State’s dividend, though AIDEA had earned $ to pay more $15'000’000
Y 12 13 14 15
Consequence: The P Loss Impact: Net Income
“Dividend Penalty” to the h Becomes $8.8M Lower
State would be a (54.4M)
smaller dividend (@ 50%)

20



Proposed Statutory
Language Explanation



Language Changes — Selected Highlight

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.88.088(b) is amended to read:

(2) "mark-to-market fair value" means fixing the value of an investment as i
market value as of the financial reporting date;

(3) "net income" means the change in net position, or the equivalent term under
generally accepted accounting principles, of the revolving fund, the change in net
position of the Alaska Industrial Development and Export Authority sustainable
energy transmission and supply development fund (AS 44.88.660), or the change
in net position of the Arctic infrastructure development fund (AS 44.88.810) as
set out in the audited financial statements of the authority for the base fiscal
year, excluding amounts attributable to intergovernmental transfers, capital
contributions, grants, [OR IMPAIRMENT] losses on a project or development to
the extent [DEVELOPMENT PROJECTS] financed with state or federal grants or
appropriations, mark-to-market fair value based accounting entries, and
noncash accounting entries related to retirement obligations [UNDER AS
44.88.172];

22



Sumr_nary

S

The proposed statutory change of HB 268 / SB 149:

1) Removes the “market value” entries that impact the dividend, thus
better stabilizing the dividend amount paid to the State year-over-year.

2) Removes the “dividend-penalty” result on the financier of an
investment project that did not materialize as originally planned.

3) Modernizes and aligns statutory language to the fact that the dividend
is a check to the State, and thus, is a cash based transaction. Language
changes better connect the payment to the actual realized results of

operations. Paying it when cash hasn’t been earned is a problem (for AIDEA), and not
paying it when it has been earned, and is available, is a problem (for the State).

s s
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Alaska Industrial Development
and Export Authority

813 West Northern Lights Blvd. Q
Anchorage, Alaska 99503

(907) 771-3000
(888) 300-8534 (Toll Free in Alaska) ‘e

#AIDEA W

www.aidea.org
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