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HOUSE
(ii) FURTHER:
2/18/35
Date: 0 -5 5
Mr. Speaker:
The Committee on FINANCE has had HB 28

"An Act relating to the income of the permanent fund; and providing for
an effective date.”

under consideration and reports it back as follows;

[ 1 do pass [ ] donot pass

[ ] do pass with attached amendments(s)
[ ] same title

c h replace with CS for i 2 )"\ ( = ivlj [DC] new title
and recommends r Ar-\
[ ] AND attaches a "Letter of Intent" [ 1 New Fiscal Note

. . ) ] Zero Fiscal Note Attached
[ ] reports it back without recommendation

[ 1] referred to the Commi ttee
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Original sponsors: Duncan, Coll
Surtd, ct nl

Funding Information

General fund IT -0 -
Other Funds 400,000,000
IH THE HODSE PT THE FINANCE COMMITTEE

CS FOP. HOUSE BILL HO. 28 (Finance)
IH THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act Baking a special appropriation fron the
undistributed income account in the Alaska permanent
fund to the principal of the permanent fundi and
providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $400,000*000 is appropriated frcta the undis-
tributed income account in the Alaska permanent fund to tha principal of
the Alaska permanent fund.

* Sec. 2. This Act takes effect immediately in accordance with AS Cl.~

10.070(c).

CSHB 2S(Fin)



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date

R FISCAL DETAIL

BIER(RGSOWUOH No: CS HB 28 { & Agenc Affected: D?ﬁgartment of Revenue
T|t g ropriation_of Undistrib(ted Program Category Affected:

Income t0 Pe manent Fund

Sponsor; House Finance BRU, Program of Subprograra(s) Affected.

Requesgor; House Rules Treéasury

Date of Request: March
EXPENDITURES/REVENUES; (Thousands of DoIIarst
FY 8 8% IFY 8 IFY8 1FY8 IFY®

OPERATING J AR | |
%%8 _FF’ER%%IEIAL SERVICES — | |
300 CONTRACTUAL

SUPPLIES
UIPMENT
10 e e y-os - &

800 MISCELLANEOUS & .

TOTAL OPERATING

[y

| CAPITAL T N |
| REVENUE e Y B |
FUNDING: (Thousands of Dollars

(JDENERA B ) | | | |

FEDERAL FUNDS 1 1 1 1 %

OTHER 1 1 1 1 1

TOTAL 1 1 1 1 1
POSITIONS:

FULL-TIME

PART-TIME |

TEHPORARY 1
ANALYSIS; Attach a separate page for analysis.
Prepared By: Milt Barker Phone; 465-2
D|er|)3|ron reasury I Date: March %8 1985

Approved_by Commission é vV W Date: t
Aggncy' Department o? Seven
Distrihution (by. Agency preparing“fiscal note):

egb|sFathe ¥|n% Y preparing’ )

Le Islative Sponsor

R?auestor

Office of Management and Budget

Impacted Agency(ies)



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date

RE({ FISCAL DETAIL

BI(Resqutmn No, CS_HB %8 {F B& A?enc Affected; Department of Revenue
Hte, tgprolpréﬁghq[n Sﬁ Undistriblted Program Category Affected:

Sponsor; House Finance BRU, Program of Subprogram(s) Affected:

Requestor: House Rule Treasur
Daﬂe o} Request; Marcﬁ‘Z?‘IQW Y

EXPENDITURES/REVENUES:  (Thousands _of Pollans
( 1FY851FY)861W871FY881FY891FY90

QPERATING 1 1 ! 1
100 PERSONAL SERVICES -] 1 1
200 TRAVEL - 1 !
3 gONTRAC _ 1 |
UPPLIES , 1 !
500 EQUIPHENT ! ! |
600 DS & STRUCTURES - 1 - 1 . 1
700 GRANTS, CLAIMS - - 1 . 1
MISCELLANEOUS I - 1 ~ 1 1 . 1
TOTAL OPERATING _ I -1 1 1 1
l CAPITAL I | l 1 1
1 REVENUE I 1 1 l
FUNDING: (Thousands of Dollars)
GENERAL "FUND 1 1 P - 1
FEDERAL FUNDS 1 1 1 (| 1
OTHER 1 1 1 - 1 1
otAL ! 1 1 - 1 l
POSITIONS;
FULL-TIME 1 1 1 - 1
PART-TIME % } 1 - 1
TEMPORARY 1 I - 1 L
ANALYSIS:  Attach a separate page for analysis.
Prepared By: Hilt Barker Phone: 465-2350
D|rvPS|ron reasury Date: Harch 28, 1985
pro ed_by Commissign Date: i
8 nc\)// Degartmenl[ I? ﬁev
D|str| ution (by. Agency preparin iscal note):
bft?ve)ﬁagnypp )
Leémlatwe Sponsor
R$ uestor
Office of Management and Budget

Impacted Agency(ies)



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date

REQUEST FISCAL DETAIL

Bill/Resolution No: CSHB 28 (Fin) Agency Affected: REVENUE

Title: ...Making a special appropriation Program Category Affected:_

from thi~PF-UIA to the principal

Sponsor:__House Finance Committee BRU, Program of Subprogram(s) Affected:

Requestor:__ House Rules
Date of Request: 3/27/85

EXPENDITURES/REVENUES:  (Thousands_of Dollars)

1 e LFY =& I'TY S6“T"FT"87"T vy 88'T FYW TTY 90’
OPERATING
1 160 PERSONAL SERVICES
1 200 TRAVEL
|
|
|
|
|

300 CONTRACTUAL

400 SUPPLIES

500 EQUIPMENT

600 LANDS & STRUCTURES

700 GRANTS, CLAIMS

800 MISCELLANEOUS
TOTAL OPERATING

PhrppRrRrpPem —
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RPRRRRR R ==
PRR=— =R R R —

[EEN

[ERN
I

-

| CAPITAL | v
I REVENUE

_
]
H
H
H
;

FUNDING:  (Millions of Dollars)
r
FEDERAL FUNDS - i - i - i - i - i ,
PF-UIA 0 1(417.6) | (19.4) | (22.5) 1(25.8) | (27.2)
PF-PRINCIPAL O |4176 | 194 | 225 | 258 | 27.2

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: Attach a separate page for analysis.

Prepared By: Mary Ellen Frank/Robert W Elliott Phone:  465-2174
Division: Date: 4/2/85

Date
Agency:

Distribution (by Agency preparing fiscal note):
Legislative Finance.
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)



FISCAL NOTE CSHB 28 (Fin)

ATTACHVENT
TABLE 1
(Millions of $)

FY 85 86 87 88 89 0
Transfer from

UIA to PF-Prin. 0 400.0 0 0 0 0
Extra Infl. Proofing

Gain to PF-Prin. 0 17.6 19.4 225 25.8 27.2
Loss to PF-UIA 0 417.6 19.4 22.5 25.8 27.2

If a transfer of $00m was made at the beginning of FY 86 from the
PF Undistributed Income Account to the principal, the result would be to
increase the PF principal by both the transfer and the increase in
inflation proofing required to protect the extra principal amounts from
being degraded in real terms. Both the transfer and the extra inflation
proofing would reduce the UIA balance correspondingly; therefore, the
total assets of the PF and earnings on those assets would remain
unchanged (as would dividends which are figured from asset earnings).

The balances in the UIA and PF principal after this transfer, based
on January 1985 revenue projections, is presented below.

Table 3
(Millions of $)
FY 8 86 87 83 89 0
UIA balance 762.7 467.5 500.0 568.2 605.3 648.8
PF principal 5709.7 6752.8 74281 8185.7 9026.1 9905.1

PF total assets 6472.4 7220.3 79281 87539 96314 10553.9



Offered: 3/25/85
Referred: Rules

Original sponsors: Duncan, Goll
Sund, et al

Funding Information
General Fund $ -0 -
Other Funds 400,000,000
$400,000,000
IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 28 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act making a special appropriation from the
undistributed income account in the Alaska permanent
fund to the principal of the permanent fund; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The sum of $400,000,000 is appropriated from the undis—
tributed income account in the Alaska permanent fund to the principal of

the Alaska permanent fund.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.-



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date

REQUEST FISCAL DETAIL
Bill/Resolution No: HB 28 Agency Affected:  Revenue
Title: Relating to the income of the Program Category Affected:
Permanent Fund
Sponsor: Duncan, et. al. BRU, Program of Subprogramls) Affected:

Requestor: House State Affairs
Date of Request: January 14, 1985

EXPENDITURES/REVENUES:  (Thousands of Dollars)

T 1FY'8S’TVY 8 | FY 8 | FV'88 |FFY 89 | FT 90
I OPERATING

100 PERSONAL mmGERVICES.........
200 TRAVEL

300 CONTRACTUAL

400 SUPPLIES

1

500 EQUIPMENT

600 LANDS & STRUCTURES

00 GRANTS, CLAIMS

800 MISCELLANEOUS :
TOTAL OPERATING- ........... "I

[ 'CAPITAL...ooovvvvverveerreerennnens | 1 1
|  REVENUE rF .1 - 1 - 1 - 1

TRRRRRRR
T RRRRRRR

i e N

R R pRpRRRRRR

FUNDING: (Millions of Dollars)

| FEDERAL FUNDS |
| PF-UIA (450.2) | (22.1) | (22.0) | (53.6) | (30.6) | (32.4)
| PF - PRINCIPAL 4502 | 221 | 220 | 536 | 306 | 324

POSITIONS:

I FULL-TIME"
| PART-TIME
I TEMPORARY

ANALYSIS: Attach a separate page for analysis.

Prepared By: Mary Ellen Frank/Robert W Elliott Phone: 465-2173
Division: Research Section Date:  1/25/85
Approved by Commissioner: Date: 2. /J - fit
Agency:

Distribution (by Agency preparing fiscal note):
Legislative Finance__
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)



FISCAL NOTE HB 28
Attachment

Analysis of HB 28

If the balance in the Undistributed Income Account (UIA) of the
Permanent Fund (PF) in excess of five percent of the PF principal were
transferred to that principal each year, the result would be to increase
the PF principal by both the transfer and the increase in inflation
proofing required to protect the extra principal amounts from being
degraded in real terms. Both the transfer and the extra inflation
proofing would reduce the UIA balance correspondingly; therefore, the
total assets of the PF and earnings on those assets would remain
unchanged (as would dividends which are figured from asset earnings).

Table 1
(Millions of $)

FY 85 86 87 88 89 Q0
Transfer from

UIA to PF-Prin. 438.0 2.3 0 28.2 0 0
Extra Inflation Proofing

Gain to PF-Prin. 12.2 19.8 22.0 25.4 30.6 324
Loss to PF-UIA 450.2 2.1 22.0 53.6 30.6 324

The $438.0 million transfer in FY 85 includes $315.0 million residual
UIA from FY 84 and $123.0 million residual UIA from FY 85. The extra FY
85 inflation proofing $12.2 million is required to protect the FY 84
transfer. The calculation of these residuals is presented folio;ing.

TRANSFER = UIA bal - .05 * (PF-Prin)
1984: 315= 557 1/ - .05 *(4838)
1985: 123-= 425 - .05 * (6037)

The extra FY 85 inflation proofing ($12.2 million) is required to
protect the FY 84 transfer.

1/ This balance is the cumulative deposit since fund inception.

see attachment



*At times, the Department of Revenue and the Alaska Permanent Fund
Corporation may differ as to the estimated Fiscal Impacts of
legislation. Differences arise because each employs a different set of
Investment assumptions. Consequently, projections depicting net Income,

Inflation proofing amounts and dividend transfers may likely vary.

Furthermore, while the Department of Revenue Is strictly concerned with
accurately forecasting total revenues, the Permanent Fund Corporation,
with Its trust fund management responsibilities, has established Its
assumptions to measure Investment returns 1ln accordance with standards
developed for fiduciaries. Therefore, the Permanent Fund Corporation®s
assumptions will frequently and appropriately yield more conservative

Investment results.



STATE OF ALASKA 1985 LEGISLATIVE SESSION

FISCAL NOTE
Revision Date
FISCAL DETAIL
BE %esolutmn No: HB 28 A?enc ﬁected Department of Revenue
Title: Tncome of the Permanent Fumd Program Category Affected:

Sponsor Duncan BRU, Program of Subprograms) Affected:
Requestor: House State Affairs__

Date of Request: January 16, 1985

EXPENDITURES/REVENUES:  (Thousands of Dollars

1 1 FY 8 1FY8 LFY87 1FY8 L1FY89 1FY 90
1 OPERATING ; 1 1 1 1 1
\ 100 PERSONAL SERVICES | | 1~ i - 1 I

200 TRAVEL | 1 I~ b~ 1

300 CONTRAC(UAL ! 1 1 1 1 1

400  SUPPL.IiS 1 1 1 l 1

500 EQUIPMENT 1 1 1~ 1 1 1

600 LANDS & STRUCTURES 1 1 1 1 1

700  GRANTS, CLAIMS 1 1 - 1 ~ 1 ~1
1 800 MISCELLANEQOUS 1 |l ~ 1 - 1 ~ 1
1 TOTAL OPERATING 1 1 - 1 1 ~ 1 - 1
1 CAPITAL 1 ! 1 1 1 1 -~
1 REVENUE 1 1 1 1~ 1 1
FUND ING Thousands of Dollars)

GENER 1 1 - 1 1 1

FEDERAL FUNDS 1 1 1 - 1 1 1

| 1 1 - 1 1 1

1 TOTAL 1 1 1~ 1 1 1
POSIT

U . .

PART TIME

RARY

ANALYSIS:  This fiscal note addresses only administrative costs.

Prepared By: Milt Barker m Phone: 465-2350
DIVPSIOH ¥reasury Date: January 16. 1985
proved by Commissigner: 4 r Date; (37"

Bency De%artment Revenue

D|str| ution (by. Agency preparing fiscal note
b|s}at[|]ve ¥|na cey F}r paring )
: LEjsj';\[glrve Sponsor
O? Ice of Management and Budget

Impacted Agency(ies)
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POUCHY  STATE CAPHIOL
. . . . . . JUNEAU. ALASKA 99811
Tcal ILIKioilynFM I 907 465 3800

LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM March 15, 1985
SUBJECT: Committee Substitute for House Bill 28
TO: Representative Jim Duncan
FROM: Billy G. Berrier

Director

Division of Legal Services

You have asked whether the proposed committee substitute for
House Bill 28 is procedurally proper.

In my opinion it is.

A committee substitute for a bill is an amendment to the
bill. Rule 35 of the Uniform Rules provides in relevant
part:

A motion or proposition on a subject may not be admit-
ted under color of amendment if the subject matter is
different from that under consideration.

This is supplemented by Mason*s Manual of Legislative Pro-
cedure which provides in Sec. 402.

Sec. 402. Amendments Must Be Germane

1. _ Every amendment proposed must be germane to the
subject of the proposition or to the section or para-
graph to be amended, and an amendment is not in order
which is not germane to the question to be amended.
This is, basically, a phase of the rule that each prop-
osition have but one subject and that members have the
right to vote separately on each question.

2. To determine whether an amendment is germane, the
guestion to be answered is whether the question is rel-
evant, appropriate, and in a natural and logical
sequ?nce to the subject matter of the original pro-
posal.



Representative Jim Duncan
March 15, 1985
Page 2

3. To be germane, the amendment is required only to
relate to the same subject. It may entirely change the
effect of the motion or measure and still be germane to
the subject.

4, An entirely new proposal may be substituted by
amendment so long as it is germane to the main purpose
of the original proposal.

5. An amendment to an amendment must be germane to
the subject of the amendment as well as to the main
guestion.

6. No independent new question can be introduced
under cover of an amendment. But an amendment may be
in conflict with the spirit of the original motion, and
still be germane and, therefore, in order.

7. The admissibility of an amendment should be judged
from the provisions of the text, rather than from the
purpose which circumstances may suggest.

8. Whether a proposed amendment is consistent with
the measure, motion or question proposed to be amended,
is a question to be decided by the body and not by the
presiding officer.

House Bill 28 makes several changes to the disposition of
the income of the undistributed income account. Among the
changes is a provision that would transfer funds in the
account to the principal of the Alaska Permanent-Fund.

The proposed committee substitute directly appropriates the
sum of $400,000,000 from the account to the principal.

In my opinion these relate to the same subject and the
substitute is therefore germane. While normally an appro-
priation bill is different in kind from a substantive bill
here the transfer has much the same effect as an appro-
priation and is constitutionally permissible under the ex-
ception to the prohibition of dedication found in Section 15
of Article IX of the Constitution which creates the
Permanent Fund.

The substitute is narrower in scope than the original bill
but still relates to a principal subject of the bill. Of



Representative Jim Duncan
March 15, 1985
Page 3

course an amendment may properly delete portions of the
original bill.

Therefore in my opinion the proposed committee substitute is
proper.

BGB:ojb
J 12/108
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North and Northwest Mayors Conference
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Box 570
Barrow, Alaska 99723

ALASKA ESKIMO WHALING COMMISSION
Resolution Number 85-04

A RESOLUTION REQUESTING THE GOVERNOR AND LEGISLATURE TO CONSIDER
USING THE DIFFERENT FUND BALANCES OF VARIOUS PROGRAMS AND
PROJECTS FOR THE PURPOSES OF MAINTAINING AND FUNDING ESSENTIAL
BASIC SERVICES.

WHEREAS, state revenues are projected by the State Department of Revenue
to be down by $300 to $500 million from last year due to rapidly falling world
oil prices which neither the Governor, Legislature nor local governments have
any control over; and

WHEREAS, the State Constitution prohibits deficit spending or spending more
than the State receives; and

WHEREAS, there are other alternatives to raise state revenues other than new
or higher taxes which creates bigger government; and

WHEREAS, without utilizing these alternative sources of revenue the State is
faced with drastic cuts in both the operating and capital budget; and

WHEREAS, the "Rainy Day Account"” was set up in statute by the legislature that
allows the Governor to decide by proclamation to utilize the funds when state
revenues are declining; and

WHEREAS, the "Undistributed Income Account” is designated by law to be spent
as determined by the legislature; and

WHEREAS, unless the public expresses a need to consider these alternatives the
Governor and legislature are reluctant to use the funds from these two accounts.

NOW THEREFORE BE IT RESOLVED BY THE ALASKA ESKIMO WHALING COMMIS —
SION THAT, the Governor and legislature consider using the "Rainy Day Account"”

and "Undistributed Income Account"”™ to maintain and fund essential basic services.

PASSED AND APPROVED BY THE ALASKA ESKIMO WHALING COMMISSION
THIS DAY 13 0F FEBRUARY, 1985.

Il a h le

CHAIRMAN, AEWC



RESOLUTION 84-12

WHEREAS, section 37.13.145 of the Alaska Statutes
provides that net income of the Alaska Permanent Fund Corporation
not required to offset the impact of inflation on principal during
the previous fiscal year, and not appropriated for the payment of
dividends during the current fiscal year, shall be held in an
undistributed income account by the Alaska Permanent Fund
Corporation; and

WHEREAS, the Legislature of the State of Alaska has
defined the purpose of the undistributed income account as a
reserve to insure a stable source of income from which the real
earning power of the Fund can be sustained, and from which
dividend payments and other distributions appropriated by the
Legislature can bhe made; and

WHEREAS, dividend payments are the only distributions of
net income currently defined by the Alaska Statutes; and



WHEREAS, the Board of Trustees is granted full authority
to manage the assets of the Alaska Permanent Fund Corporation,
including the undistributed income account, by the provisions of
section 37.13.040 of the Alaska Statutes; and

WHEREAS, the Board of Trustees have a fiduciary
responsibility to provide for the future impact of inflation and
for future distributions of net income by designating reserves of
undistributed income; and

WHEREAS, regardless of accounting treatment, said
account is subject to legislative appropriation pursuant to
section 37.13.145 of the Alaska Statutes;

WHEREAS, the Board of Trustees helieves that it is sound
public policy and incumbent, i pon them as fiduciaries to designate

such reserves;

NOW THEREFORE BE IT RESOLVED, that the balance of the
undistributed income account shall bhe designated as a reserve to
offset the future impact of inflation on the principal of the
Permanent Fund and for the future payment of dividends.

Page 2
Resolution 84-12



PASSED AND APPROVED by the Board of Trustees of the
Alaska Permanent Fund Corporation, this 21st day of September,
1984,

Alaska Permanent Fund Corporation
ATTEST;, 73

David A. Rose, Executive Director

Page 3
Resolution 84-12



CALCULATIONS USED IN DETERMINING
DIVIDEND PAYMENTS

AD
UNDISTRIBUTED  INCOME

UNDISTRIBUTED INCOME ACCOUNT DIVIDEND PAYMENT TO STATE

NET INCOME FOR CURRENT YEAR ON PERMANENT FUND PRINCIPAL NET INCOME FOR CURRENT YEAR

PLUS NET INCOME FOR CURRENT YEAR ON ACCOUNT ADD:NET INCOME PRIOR 4 YEARS
EQUALS,  CURRENT YEAR ADDITION TO ACCOUNT DIVIDE:  BY 5

PLUS:  PRIOR YEAR ACCUMULATION IN" ACCOUNT EQUALS:  FIVE YEAR INCOME AVERACE
EQUALS:  TOTAL IN  ACCOUNT DIVIDE:  BY 2

LESS: [F)’R/II)DEF,\IIF%TAE RSAL? E%T SARNED CN ACCOUNT * EQUALS:  DIVIDEND PAYMENT TO STATE

PAID SECOND FROMT ACCOUNT
LESS:  INFLATION PROQFING
EQUALS:  BALANCE IN' ACCOUNT



Alaska Permanent Fund Corporation
Pouch 4-1000 Juneau, Alaska 99802

TEL 907/465-2047 TLX 099-46-323

MEMORANDUM

DATE:
TO:

FROM:

SUBJECT:

January 9, 1985

Representative Jim Duncan
Alaska Stalje~™Jjry-Pe”

David A Rose, Executive Director
Alaska Permanent Fund Corporation

Fiscal Note on Proposed Legislation

This supercedes nmy memoranda of January 4, 1985 on the same
subject.

Attached please find two computer runs which reflect the
impact of transfers of earnings from the Undistributed
Income Account to the corpus of the Fund.

The first run (Sheet Number One) indicates that the
transfer as of the end of FY84 will be $315,500,000. This
will raise the corpus amount from $4,838,300,000 to
$5,153,800,000. The balance in the Undistributed Income
Account will be 3% of the $4,838,300,000 level which is
$241,915,000.

At the end of FY85 there will be another transfer, assuming
our earnings projection for the year is realized. The
corpus balance at the end of FY85 will be $6,056,000,000.
To this will be added another transfer of $99,400,000.

This will raise the corpus to $6,155,400,0001 The balance
in the Undistributed Income Account will be 5% of the
$6,056,000,000 level which is $302,800,000.

FY84 and FY85 are the only two years in which transfers are
projected. You will note that the reserve (Undistributed
Income Account) is drawmn down in the succeeding five years
and runs out in 1990.

Sheet Number Two is identical to Sheet Number One but it
goes further in that a column titled "Dividend Shortfall”



Page 2
January 9, 1985

is added. This depicts FY90 as the critical year in which
dividend shortfalls occur and sets forth the amounts of
shortfall during the following decade. Note, however, that
even with this shortfall, the amounts available for
quiFdYleE)%SO climb from $305,700,000 in FY91l to $637,000,000
in )

We have also reviewed the impact of the legislative
proposal on the Corporation operating budget. Since total
funds are invested, safeguarded, accounted for and audited
— regardless of whether in corpus or in an undistributed
earnings account — there is no effect on the operating
budget.

If you require additional information or better clarity of
explanation, please do not hesitate to contact me.

DAR:bm
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Alaska Permanent Fund Corporation
Pouch 4-1000 Juneau, Alaska 99802
TEL 907/465-2047 TLX 099-46-323

MEMORANDUM

DATE:  February 4, 1985
T0: Sei ator Joe Josephson

FROM: David A. Rose
Executive D|rector

SUBJECT. Inflation Proofing and the Undistributed Income Account

response to your specific tions as communicated to this
office by DawdﬁpFln?(Iest In of your sqatefS

* The term "principal™, as it applies =~ to theAIagka Permanent
F“”du Uts N e§8t%§°%?3y%u?ﬂnPtrr%Yfﬂo% FQeaB%m e
resolution review_(B) of Its content’which Was
performed b;s the O\t‘yfe ice of thegﬁttorney Gg eral.

* The "natlonall\é ?cog ized index™ which | f . used b theAIaska
anen Fund Corporation, or the purpose of Inflation proo mgr

Ishe Consumer Price Index gr lous calendar year averag for
rban consumers Attached are coLne a memoran um rom me t

B
HEUSIS JikcE Ay WSl e e feeomentet oG ety

this inde or use as of July 22, 1983.
* Re ard| net jncome and its reIatlotnsm to_ the Undlstr uted
Income cco se fnd attached copies 0 3 oluti nS
|ch term net_Inco Hte Reso ution 8§e12 F% which

escr| e gur os ﬁ distribute Incfo ccount and designates

tf aﬁ reserv 5 } ture Im act fat|on on t e principal

of the Permanent Fun or the futur ividends, Also
attached hs Resolu tion 8 r)nvvhlch she r her |ght on the need to

?rotect 3 e Fund against t e Impact o 51 |on q "a memoranoum

rom me dated September 6, 1983 (H regar Ing drstr|but|ons of Permanent

Fund Income.



Senator Joe Josephson
February 4, 1985
Page 2

* Regardin h|stor|cal rates of inflation, attached is a copy. of
? ?e 13 of the | 82 Annua Report (1) which g?ves the rates of ?nﬁﬂ/i
the years 1977 1934

If | can be of further assistance, please do not hesitate to
give ne a call.

DAR/bn
Enclosures, as stated



Alaska Permanent Fund Corporation

A Public Trust Investing For Alaska s Future

Alaska Permanent Fund
Realized Rates of Return
1984 - 1977

(Percent)
Year Nominal Inflation Real
1984 10.89 322 7.67
1983 12.76 6.10 6.66
1982 1510 1037 473
1981 16.00 1352 248
1930 1129 11.26 03
1979 824 7.66 5S
1978 753 6.45 108
1977* 554 577 (-

*Four months ended June 30.

The inflation rate used consistently by the Trustees is the published U. S. Consumer

Price Index previous calendar year average for all urban consumers.

13

1984 Annual Report

and Financial Statements



Alaska Permanent Fund Corporation
Pouch 4-1000 Juneau, Alaska 99802
TEL 907/465-2047 TLX 099-46-323

MEMORANDUM

DATE:
TO:

FROM:
SUBJECT:

January 25, 1985
Trustees r\
Jim Kelli*ReseaHh & Liaison Officer

1985 Legislation

This is to inform you of the status of legislation pending in the
First Session of the 14th Alaska State Legislature which, if passed,
would directly affect the Alaska Permanent Fund. To date, there have
been six such bills introduced in the House and two ir the Senate. A
brief description of the bills follows.

Attached are copies of the bills, as well as financial projections,
prepared by Alaska Permanent Fund Corporation staff, which illustrate
the impact of the proposed legislation.

House Bill No. 9 by Rep. Szymanski: This bill would increase the
current statute dedication to a S0% contribution rate. It would
increase Permanent Fund dedicated State revenues by $360 million
in FY 86, $345.4 million in FY 87, etc. By the year 2000, the
Permanent Fund principal would be $6.6 billion higher, and the
annual net income $561 million more, than under the status quo.
This bill would also have the effect of causing a shortfall in
inflation-proofing in FY % (one year earlier than under the
status quo), increasing the size of the dividends, and increasing
the amount of the annual net income. The bill has an immediate
effective date.

House Bill No. 28 by Rep. Duncan: This bill does four things:

* Changes thp priority of use of Fund earnings. Currently,
dividends are paid first and inflation-proofing second.
This revises the order and provides for inflation-proofing
first.



*  Provides that the Undistributed Income Account shall equal
not more than 3% of the corpus.

* Amounts in the Undistributed Income Account in excess of the
3% reserve are transferred to the corpus each year.

*  The bill is retroactive to FY 84 and transfers all surplus
over the 3% level on June 30, 1984 to the corpus. Transfers
to the corpus would amount to $315.5 million for FY 84, and
$99.4 million for FY 85. These are the only two years in
which transfers are projected.

The bill would result in an eventual shortfall in the dividend
fund, expected in FY 90. Thereafter it would have the effect of
decreasing the size of the dividends, and increasing the amount
of the annual net income. By the year 2000, the Permanent Fund
principal would be $1.9 billion higher, and the annual net income
$145.5 million more, than under the status quo.

House Bill No. 32 by Rep. Marrou: This bill would increase the
current statute dedication to a 50% contribution rate, like HB 9,
but it also would increase the amount of transfer to the dividend
fund from 50 to 75%. This would result in an increase in the
Fund's size in the year 2000 of $945.2 million over the status
quo, but it also creates an ever-increasing inflation-

proofing shortfall each year after FyY 88 . It would immediately
increase the size of the dividend payments and the amount of the
annual net income. The projected payout to the Permanent Fund
Dividend program for the next 15 years under this bill vioula be
$12.1 billion, compared to $7.4 billion under the status quo.

House Bill No. 71 by the Rules Committee by Request of the
Governor: This bill would make a special appropriation of $500
million to the Permanent Fund. The timing of the appropriation
would be at the Governor's discretion, in a manner virtually
identical to that of the $1.8 billion appropriation nmaede by the
1981 Legislature. The language of this bill is slightly
different from the earlier one, but the net effect would be the
same.

Assuming deposit of the full amount by June 30, 1987, the
Permanent Fund principal, by the year 2000, would be $1.1 billion
higher, and the annual net income $90.2 million more, than under
the status quo.



Trustees

January 25, 1985

Page 3
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House Bill No. 8 by Rep. Martin: This bill would amend the
statutory dedication to the Permanent Fund to include 100% of the
type of oil revenues normally received by the Fund, if they are
received by the State as a result of a court order or an
out-of-court settlement. The financial impact of this bill has
not yet been determined due to the uncertain nature of the
various oil lawsuits still pending.

House Bill No. 84 by Rep. Pignalberi: This bill would
appropriate the entire Undistributed Income Account to the
principal of the Permanent Fund on July 1, 1985.

— Senate Bill No. 24 by Sen. Fischer: This bill, like HB 9, would
increase the current statute dedication to a 50% contribution
rate, and like HB 82, would amend the statutory dedication to
include 100% of the type of oil revenues normally received by the
Fund, rf they are received by the State as a result of a court
order or an out-of-court settlement.

Senate Bill No. 5 by Sen. Ray: This bill amends the longevity
bonus program, and establishes a new annuity program. It affects
the Permanent Fund only in that a provision is included in the
bill which specifically authorizes the Legislature to appropriate
funds from the Undistributed Income Account to fund the new
annuity program. This represents no change from current law as
the Legislature already has the power to appropriate these funds.
The Governor, however, in this year's budget address "strongly
suggests" that the Undistributed Income Account be left alone as
he considers that money to be part of the Permanent Fund.

The House bills all have State Affairs and Finance referrals. SB 24
has referrals to State Affairs, Judiciary and Finance; SB 56, State

Af;airs Iani Finance. All bills are still in the committee of first

referral.
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Introduced: 1/14/85
Referred: State Affairs and

Finance
BY DUNCAN,GOLL,SUND,
IN THE HOUSE SZYMANSKI AND .POURCHOT
HOUSE BILL NO. 28
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the income of the permanent fund;
and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.13.145 is repealed and reenacted toread:

Sec. 37.13.145. DISPOSITION OF INCOME. (a) At the end of each
fiscal year, an amount sufficient to offset the effect of inflation on
principal of the Alaska permanent fund during that year, as measured
by a nationally recognized index, shall be transferred from net income
as defined in AS 37.13.140 to the principal of the Alaska permanent
fund for reinvestment.

(b) From the net income remaining after the transfer under (a)
of this section, the commissioner of revenue shall transfer the amount
required to be transferred to the dividend fund under AS 43.23.045(b).

(c) The balance of the net income remaining after the transfer
under (b) of this section shall be transferred to the undistributed
income account in the Alaska permanent fund.

(d) At the end of each fiscal year, funds in the undistributed
income account exceeding an amount equal to five percent of the prin-
cipal of the Alaska permanent fund shall be transferred to the princi-
pal of the Alaska permanent fund for reinvestment. Funds remaining 1in
the undistributed income account shall be invested in 1investments
authorized under AS 37.13.120.

* Sec. 2. AS 43.23.045(b) 1is amended to read:

(b) Each [NOTWITHSTANDING ANY CONTRARY PROVISION OF LAW, EACH]

-1- HB 28



year the commissioner shall transfer to the dividend fund 50 percent
of the income of the Alaska permanent fund earned during the fiscal
year ending on June 30 of the current yearand available for distribu-
tion.

* Sec. 3. This Act is retroactive to June 30, 1984.

* Sec. 4. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

HB 28 -2-





