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AIDEA’s Dividend: History, 

Goal, Statutory Language,

and Two Accounting 

Problems Working to Fix
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Dividend Statute Language Needs Modernizing,

As Accounting Rules Have Evolved Over Time

1. Entries from “real transactions” that actually occurred, they are 
historic in nature. 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”. 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 to comply with G.A.S.B. and have a G.A.A.P. audit.  
(HB 119 proposes to update the existing “excluding…” statutory language and remove G.A.S.B.  “market value” 
impacts on the AIDEA dividend calculation) Example: booking the gain or loss that would have resulted from 
selling your marketable securities on the last day of the year (GASB 31).
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3 Accounting Transaction Types, #3 Causes Dividend Problems:
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Sec. 44.88.088. Payment of dividend to state.

… 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;

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

The Pertinent Language:
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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,

3. Ultimately, the dividend payment is a cash based transaction. (Paying it 

when cash hasn’t been earned is a problem -- for AIDEA. Not paying it when cash has been 
earned is a problem -- for the State.)

Dividend Problem #1:
“Market Value” Adjusting Entries
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Problem #1 

Analogy of

“Market Value” 

Entries Impacts
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$ Based Tax 

Payer Analogy
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Form 1040 Impact Analogy

100,000
1,500

6,000

109,000
1,500
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GASB Statements 31, 68, 72, & 75

9



Investing in Alaskans

Form 1040 Analogy – Add GASB Impacts

100,000
1,500

6,000

169,000
1,500

25,000

10,000

20,000

5,000

(Now adjust your 1040 total income as if “GASB Type” adjustments were required at year-end) 

GASB 31 - Unrealized gain or loss on marketable securities (10% on $250k portfolio)

GASB 68 – Value adjustment from Retirement 401k Account (5% on $200k growth)

GASB 72 – Fair value adjustment for your rental property (5% on $400k value)

GASB 75 – Fair value adjustment for your other post employment benefits
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Under this analogy you’d have $60,000 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 $ to pay the taxes… (Note: any of these adjustments could go in either direction.)
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HB 119 Impact To 1040 Analogy

100,000
1,500

6,000

109,000
1,500

25,000GASB 31 - Unrealized gain or loss on marketable securities (10% on $250k portfolio)

GASB 68 – Value adjustment from Retirement 401k Account (5% on $200k growth) 10,000

GASB 72 – Fair value adjustment for your rental property (5% on $400k value) 20,000

GASB 75 – Fair value adjustment for your other post employment benefits 5,000

Revised line 22 total taxable income post market value if recognized 169,000
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HB 119 removes these 
impacts

The “market value” unrealized adjustments would be excluded from “Net Income.”
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AIDEA’s Net Income, Pre-G.A.S.B. 31 

“Market Value” Adjusting Entries
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GASB 31 Impact to Net Income

Area of “Unrealized” losses that trigger a drop to the 
State’s  dividend, though had earned $ to pay more

Area of “Unrealized” revenues that trigger paying a 
larger dividend, though no $ earned to pay more
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Problem #2

“Dividend Penalty”

Adjusting Entries
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Problem #2:

1. When the value of a project has been determined to have been permanently 
reduced, G.A.A.P. requires recording an adjusting entry between the Balance 
Sheet and the Income Statement to reduce 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 could either reduce 
the State’s dividend from a project it funded or have AIDEA adjusting its 
dividend calculation to offset the reduction in project value.

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

Dividend Problem #2: 

“Dividend-Penalty” Effect Adjusting Entries
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Hypothetical State Funded Non-172 

Project, if Stopped, Impact to “Net Income”

Area of “Unrealized” losses that trigger a drop to the 
State’s  dividend, though had earned $ to pay more

Loss Impact: Net Income 
Becomes $9.3M Lower

Consequence: The 
“Dividend Penalty” to the 
State would be a ($4.7M) 
smaller dividend (@ 50%)
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Proposed Statutory 

Language Explanation 
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The proposed statutory change of HB 119:

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” resulting from 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. 

Summary
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Alaska Industrial Development

and Export Authority

813 West Northern Lights Blvd.

Anchorage, Alaska 99503

#AIDEA

(907) 771-3000

(888) 300-8534 (Toll Free in Alaska)

www.aidea.org

19


