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Offered: 3/22/85
Referred: Finance

Original sponsors: Szymanski, Clocksin,
Pourcliot and Navarre

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 9 (State Affairs)

IN THF. LEGISLATURE OF THE STATE OF ALA SKA  

FOURTEENTH LEGISL AT UR E - FIRST SESSION 

A  BILL

For an Act entitled: "An Act re lating to payments to the Alaska permanent

fund required by the Constitution of the State of

Alaska; and providing for an effective date."

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

* Section I. PURPOSE. It is the purpose of this Act to maximize the 

constitutionally required payments of state oil and gas revenue to the 

Alaska permanent fund in order to increase the principal of the fund to the

point that there will be enough interest from the fund to pay a significant

portion of the expense of state government when oil and gas revenue de­

clines. In this manner state oil and gas revenue can be better allocated 

to achieve both short-term and long-term benefits for the state, while

still protecting the principal of the permanent fund.

* Sec. 2. AS 37.13.010(a) is repealed and reenacted to read:

(a) Under art. IX, sec. 15 of the state constitution, there is 

established as a separate fund the Alaska permanent fund. The Alaska 

permanent fund consists of

(1) 50 percent of all mineral lease rentals, royalties, 

royalty sale proceeds, net profit shares under AS 38.05.180(f) and 

( g ) , and federal mineral revenue sharing payments and bonuses received 

by the state from mineral leases; and

(2) any other m oney appropriated to or otherwise allocated 

by law to the Alaska permanent fund.

* Sec. 3. This Act takes effect July 1, 1986.

-1- C S H B  9 (SA)



STATE OF A L A S K A  1985 L E G I S L A T I V E SESSION

FISCAL NOTE

Revision Date 4/22/84

CSHB 9 (St. Affs)
REQUEST
B 1 1 l/Resolut1on No:.
Title: Relating to payments to the

Alaska Permanent Fund______________

Sponsor: State Affairs Committee 

Requestor: House Finance Committee 

Date of Request: April 22. 1985

FISCAL DETAIL 
Agency Affected:.

Program Category Affected:.

Revenue

BRU, Program of Subprogram(s) Affected:

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
I

I.
| 100 PERSONAL SERVICES 

| 200 TRAVEL

I 300 CONTRACTUAL
| 400 SUPPLIES

| 500 EQUIPMENT

| 600 LANDS & STRUCTURES 

| 700 GRANTS, CLAIMS

I 800 MISCELLANEOUS

I.

I FY 85 I FY 86 I FY 87 I FY 88 I FY I FY 90

1 I 1
I I

TOTAL OPERATING

1 CAPITAL 1 - 1  ̂ 1 - 1 - 1 - 1 -

1 REVENUE 1 

FUNDING: (Thousands of Dollars)

- 1 - 1 - 1 - 1 - 1

| GENERAL FUND 
| DIVIDEND FUNDS 

| PF-PRINCIPAL 

I PF-UIA ______

1(294.0) |(275.3) |(249.2) |(238.0)
I 1.3 | 5.4 | 12.5 | 22.4

I 296.5 | 293.1 | 285.7 | 290.4

I (1.5) | 7.8 | 11.4 | 14.8

POSITIONS:

| FULL-TIME 

| PART-TIME 
1 TEMPORARY .1 I

ANALYSIS: Attach a

M
Prepared By: Mary 

Division:  Revenuel^

Approved by 

Agency:

Distribution (by Agency preparln 
Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency(les)

parate^page for analysis. 

Robert ElUoti Phone:
Date:

465-2173
4/23/85

Date:

fiscal note):



FISCAL NOTE, CSHB 9 
(State Affairs) 

Attachment

If all Permanent Fund contributions were Incteased to 50% as proposed 1n 

this bill, the Permanent Fund principal would receive the estimated 

additional contributions as shown 1n Table 1. However, these additional 

contributions to the Permanent Fund would require a reduction by an equal 

amount from those specific mineral revenues currently received by the 

General Fund. The following table shows a breakdown by fiscal year of 

the proposed Increased contribution rate.

An a l y s i s  for CSHB 9 (State Affairs)

TABLE 1 
(Millions of Dollars)

Proposed 50% Rate Existing 25% & 50% Rate
FY Perm. Fund Contributions - Perm. Fund Contributions = Difference

1987 567.65 283.83 283.82
1988 538.07 273.67 264.40
1989 506.41 267.07 239.34

1990 484.62 256.03 228.59

The above difference represents both the amount of additional 
contributions to the Permanent Fund, and the amount of loss the General 

Fund would experience 1n offsetting those additional Permanent Fund 

contributions. Estimates were based on the March 1985 revenue 

projections (30% case), and Included the $200 million Permanent Fund 

appropriation deposited 1n December 1984. Furthermore, revenue estimates 

from proposed bonus sales were not Included 1n the above analysis, since 

bonus bids are Impossible to anticipate prior to sales.

Since the General Fund balance would be lower during the year due to less 
mineral revenues, the Investment earnings on the General Fund would 

subsequently decrease as well. Table 2 shows the decrease 1n General 
Fund Investment earnings.



TABLE 2 

(Millions of Dollars)

FY
Existing 2554 & 50%.Rate 
Gen. Fund Invest. Earnlnos -

Proposed 50% Rate
Gen. Fund Invest. Earnlnqs = Difference

1987 195.0 184.8 10.2
1988 178.8 167.9 10.9
1989 171.0 161.1 9.9
1990 163.2 153.8 9.4

Thus, the total estimated loss of revenues the General Fund would 
experience would be the sum of the difference in Table 1 (mineral 

revenues plus the difference 1n Table 2 (Investment earnings) as shown 
below 1n Table 3.

TABLE 3 
(Millions of Dollars)

General Fund General Fund Total Loss
FY Mineral Revenues f Investment Earnlnas To General

1987 283.8 10.2 294.0
1988 264.4 10.9 275.3
1989 239.3 9.9 249.2
1990 228.6 9.4 238.0

The total gain by the Permanent Fund principal would not only Include 
those additional mineral revenues as shown 1n Table 1, but would also 

Include additional Inflation proofing since the Permanent Fund principal 

balance would be Increased. Table 4 shows the additional Inflation 

proofing needed to protect the additional Permanent Fund principal.

TABLE 4 
(Millions of Dollars)

Proposed 5054 Rate 
FY Inflation Proofing

Existing 2 554 & 5054 Rate 
Inflation Proofing = Difference

1987
1988
1989

1990

305.98
392.52

480.08

534.11

293.27 
363.83 

433.66

472.28

12.71
28.69
46.42

61.83



Thus, the total estimated gain the Permanent Fund principal would 
experience would be the sum of the difference 1n Table 1 (mineral 

revenues) plus the difference 1n Table 4 (Inflation proofing) as shown 1n 
Table 5.

TABLE 5 
(Millions of Dollars)

Permanent Fund Permanent Fund Total Gain to

FY Mineral Revenues + Inflation Proofing a Permanent Fund Principal

1987 283.8 12.7 296.5

1988 264.4 28.7 293.1
1989 239.3 46.4 285.7

1990 228.6 61.8 290.4

The estimated figures for the dividend fund represent those additional 
earnings which would be transferred from the Permanent Fund's 

distributable earnings to the dividend fund each year. Table 6 
Illustrates the fiscal Impact to the dividend fund.

TABLE 6 
(Millions of Dollars)

Proposed 50% Rate Existing 25% & 50% Rate Total Gain to
FY Dividend Fund - Dividend Fund____________ = Dividend Fund

1987 291.05 289.80 1.25

1988 325.83 320.39 5.44
1989 364.74 352.26 12.48

1990 404.65 382.27 22.38

Since there 1s an additional amount of Permanent Fund principal, there 

will be additional Permanent Fund Investment earnings. These are shown 
below 1n Table 7.

TABLE 7 
(Millions of Dollars)

FY

Proposed 50% Rate 
Permanent Fund 
Investment Earnings

Existing 25% & 50% Rate 
Permanent Fund 
Investment Earnings Difference

1987
1988
1989

1990

654.37
819.26

919.04
1022.18

641.86
777.29

848.73

923.20

12.51
41.97 
70.31

98.98



The Undistributed Income Account (UIA) will then experience the following 
adjustments. Although the UIA will gain additional Investment earnings, 
these will be offset by additional Inflation proofing and dividend fund 
amounts. Table 8 depicts these adjustments made to the UIA.

TABLE 8 
(Millions of dollars)

FY
Permanent Fund 
Investment Earnlnqs -

Inflation 
Proof1nq -

Dividend 
Fund Transfer

Total Adjustment 
= To UIA

Balance
UIA

1987 12.51 12.71 1.25 (1.45} 934.47
1988 41.97 28.69 5.44 7.84 1035.38
1989 70.31 46.42 12.48 11.41 1109.60
1990 98.98 61.83 22.38 14.77 1193.02
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Revision Date

REQUEST
Bill/Resolution No: CSHB 9 (St Affs) 
Title:

FISCAL DETAIL

Relating to payments to the
Alaska Permanent Fund___________

Sponsor: State Affairs Committee

Agency Affected: Revenue
Program Category Affected:

Requestor: House Finance Committee
Date of Request: March 23, 1985

BRU, Program of Subprogram!s) Affected:

EXPENDITURES/REVENUES: (Thousands of Dollars)
F T 8 TFY 85 I FY 87 | FY 88 I FY 89 I FY 90

OPERATING 
100 PERSONAL SERVICES 
200 TRAVEL 
300 CONTRACTUAL 
400 SUPPLIES 
500 EQUIPMENT 
600 LANDS & STRUCTURES 
700 GRANTS, CLAIMS 
800 MISCELLANEOUS

T

TOTAL OPERATING

I CAPITAL | — 1 1 1 1 T ~  -

| REVENUE | - 1 1 1 - 1 - 1 -

FUNDING: (Millions of Dollars)
1 GENERAL FUND | - 1 1(358.0) 1(341.6) 1(326.8) 1(309.1)
1 DIVIDEND FUND | - 1 - 1 1.6 I 6.7 1 15.5 1 27.8
I PF-PRINCIPAL | - 1 - 1 361.3 1 363.5 1 372.0 I 375.0
I PF-UIA I 

POSITIONS:

1 - 1 (2.2) 1 9.2 1 13.6 1 18.5

FULL-TIME
PART-TIME
TEMPORARY

I
I

ANALYSIS: Attach a separate page for analysis. 

Prepared By: Mary Ellen Frank/Robert Elliott
Division: Revenue - Research Section

Phone:
Date:

465-2173
4/8/85

Approved by Commissioner: 
Agency: ___________________

Date:

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 

 Reauss,tor
Office of Management and Budget
Impacted Agency(ies)



FISCAL NOTE, CSHB 9 (State Affairs) 
Attachment

Analysis for CSHB 9 (State Affairs)

If all Permanent Fund contributions were Increased to 50% as proposed 1n 
this bill, the Permanent Fund principal would receive the estimated, 
additional contributions as shown 1n Table 1. However, these additional 
contributions to the Permanent Fund would require a reduction by an equal 
amount from those specific mineral revenues currently received by the 
General Fund. The following table shows a breakdown by fiscal year of 
the proposed Increased contribution rate.

TABLE 1 
(Millions of Dollars)

FY
Pressed 50% Rate

Fund Contributions -
Existing 25% & 50% Rate 
Perm. Fund Contributions = Difference

1987 690.6 345.3 345.3
1988 684.6 356.6 328.0
1989 675.5 361.7 313.8
1990 650.7 353.8 296.9

The above difference represents both the amount of additional 
contributions to the Permanent Fund, and the amount of loss the General 
Fund would experience 1n offsetting those additional Permanent Fund 
contributions. Estimates were based on the January 1985 revenue 
projections (30% case), and Included the $200 million Permanent Fund 
appropriation deposited 1n December 1984. Furthermore, revenue estimates 
.from proposed bonus sales were not Included 1n the above analysis, since 
bonus bids are Impossible to anticipate prior to sales.

Since the General Fund balance would be lower during the year due to less 
mineral revenues, the Investment earnings on the General Fund would 
subsequently decrease as well. Table 2 shows the decrease 1n General 
Fund Investment earnings.

TABLE 2 
(Millions of Dollars)

FY
Existing 25% & 50% Rate 
Gen. Fund Invest. Earnings

Proposed 50% Rate
Gen. Fund Invest. Earnings Difference

1987
1988
1989
1990

230.0
222.7
216.2
206.3

B m a

217.3 12.7
209.2 13.5
203.3 12.9
194.1 1 2 . 2

* ’*•-
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Thus, the total estimated loss of revenues the General Fund would 
experience would be- the sum of the difference 1n Table 1 (mineral 
revenues) plus the difference 1n Table 2 (Investment earnings) as shown 
below 1n Table 3.

TABLE 3 
(Millions of Dollars)

FY
General Fund 
Mineral Revenues +

General Fund 
Investment Earnlnqs =

Total Loss 
To General

1987 345.3 12.7 358.0
1988 328.1 13.5 341.6
1989 313.9 12.9 326.8
1990 296.9 1 2 . 2 309.1

The total gain by the Permanent Fund principal would not only Include 
those additional mineral revenues as shown 1n Table 1, but would also 
Include additional Inflation proofing since the Permanent Fund principal 
balance would be Increased. Table 4 shows the additional Inflation 
proofing needed to protect the additional Permanent Fund principal.

TABLE 4 
(Millions of Dollars)

Proposed 50% Rate Existing 25% & 50% Rate
FY Inflation Prooflna Inflation Proofing Difference

1987 326.7 310.7 16.0
1988 413.9 378.4 35.5
1989 511.1 452.9 58.2
1990 576.2 498.1 78.1

Thus, the total estimated gain the Permanent Fund principal would
experience would be the sum of the difference 1n Table 1 (mineral 
revenues) plus the difference 1n Table 4 (Inflation proofing) as shown 1n 
Table 5.

FY

1987
1988
1989
1990

TABLE 5 
(Millions of Dollars)

Permanent Fund Permanent Fund Total Gain to
Mineral Revenues + Inflation Proofing = Permanent Fund Principal

345.3 16.0 361.3
328.0 35.5 363.5
313.8 58.2 372.0
296.9 78.1 375.0



The estimated figures for the dividend fund represent those additional 
earnings which would be transferred from the Permanent Fund's 
distributable earnings to the dividend fund each year. Table 6 
Illustrates the fiscal Impact to the dividend fund.

TABLE 6 
(Millions of Dollars)

Proposed 50% Rate Existing 25% & 50% Rate Total Gain to
FY Dividend Fund - Dividend Fund___________  = Dividend Fund

1987 287 .4 285.8 1.6

1988 324.3 317.6 6.7

1989 367.2 351.7 15.5

1990 413.0 385.2 27.8

Since there 1s an additional amount of Permanent Fund principal, there 
will be additional Permanent Fund Investment earnings. These are shown 
below 1n Table 7.

TABLE 7 
(Millions of Dollars)

Proposed 50% Rate Existing 25% & 50% Rate
Permanent Fund - Permanent Fund

FY Investment Earnings Investment Earnings Difference

1987 666.0 650.6 15.4
1988 840.9 789.5 51.4
1989 958.4 871.1 87.3
1990 1081.7 957.3 124.4

The Undistributed Income Account (UIA) will then experience the following 
adjustments. Although the UIA will gain additional Investment earnings, 
these will be offset by additional Inflation proofing and dividend fund 
amounts. Table 8 depicts these adjustments made to the UIA.

TABLE 8 
(Millions of Dollars)

Permanent Fund Inflation Dividend Total Adjustment Balance
FY Investment Earnings - Proofing - Fund Transfer = To UIA UIA

1987 15.4 16.0 1 .6 (2.2) 864.4

1988 51.4 35.5 6.7 9.2 967.1

1989 87.3 58.2 15.5 13.6 1047.3

1990 124.4 78.1 27.8 18.5 1139.7



{.
♦

• I
*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 in accordance with standards 

developed for fiduciaries. Therefore, the Permanent Fund Corporation's 

assumptions will frequently and appropriately yield more conservative 

investment results.

• *



R e v i s io n  D a te

STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST
B i l l / R e s o l u t i o n  No: CS HB 9 (SA) 
T i t l e :  P a y m e n ts  t o  t h e  A la s k a
P e rm a n e n t  F und_______________________
S p o n s o r :  H o u se  S t a t e  A f f a i r s
R e q u e s to r :  H o u se  F in a n c e __________
D a te  o f  R e q u e s t :  M arch  2 5 ,  1985

FISCAL DETAIL
A g en cy  A f f e c t e d :  D e p a r tm e n t  o f  R ev en u e  
P ro g ra m  C a te g o ry  A f f e c t e d : _______________

BRU, P ro g ra m  o f  S u b p r o g r a m s ) A f f e c t e d :  
T r e a s u r y _______________________________________

EXPENDITURES/REVENUES: (T h o u s a n d s  o f  D o l l a r s )
1 1 FY 85 1 FY 86 1 FY 87 1 FY 88 1 FY 89 1 FY 90
1 OPERATING ! ! 1 1 1 1
| 10 0  PERSONAL SERVICES ! - 1 ~ 1 - 1 - 1 " 1

| 20 0  TRAVEL I - 1 - 1 - 1 ~ 1 - 1 -
| 300  CONTRAdUAL | - 1 1 1 - 1 - 1 *
| 400 SUPPLIES -| - 1 - ! - 1 - i - 1 ~
| 500 EQUIPMENT | - 1 - 1 - 1 - i " 1 -
| 600  LANDS & STRUCTURES | - 1 - 1 1 - 1 - i -  .
| 700  GRANTS, CLAIMS | - 1 1 - 1 - i ~ 1 -
1 800  MISCELLANEOUS 1 - 1 - 1 1 ~ 1 - 1 -
1 TOTAL OPERATING 1 — 1 - 1 - 1 - 1 - 1 . -

1 CAPITAL 1 - 1 - 1 - 1 - 1 - 1

1 REVENUE 1 - 1 - 1 - 1 * 1 - 1 -

FUNDING: (T h o u s a n d s  o f  D o l l a r s )
| GENERAL FUND | - 1 - 1 1 1 1

| FEDERAL FUNDS | - 1 ' 1 - 1 - 1 1 -
| OTHER I - ; - 1 1 - I - 1 -
1 TOTAL 1 - 1 1 - 1 - 1 - 1 -

PO SITIO N S:
| FULL-TIME | - 1 - 1 1 - 1 " 1 -
| PART-TIME ! 1 - 1 1 ~ 1 1 "
1 TEHPORARY 1 - 1 ~ 1 - 1 - 1 1 ~

ANALYSIS: A t t a c h  a  s e p a r a t e  p a g e  f o r  a n a l y s i s .

P r e p a r e d  B y: H i l t  B a r k e r  J£i ______________
D i v i s i o n :  T r e a s u r y ______________________________________

A p p ro v e d  b y  C o m m is s io n e r :  ___________________________
A g e n c y : D e p a r tm e n t  o f  R ev en u e_______________________

D i s t r i b u t i o n  (b y  A g en cy  p r e p a r i n g  f i s c a l  n o t e ) :  
L e g i s l a t i v e  F in a n c e  
L e g i s l a t i v e  S p o n s o r
R e q u e s to r
O f f i c e  o f  M an ag em en t a n d  B u d g e t 
I m p a c te d  A g e n c y ( i e s )

P h o n e : 4 6 5 -2 3 5 0 ______
D a te :  M arch 2 6 , 1985

D a te :  __________________



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

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

M E M O R A N D U M

DA TE : A p r i l  22, 1985

TO:

FROM:

T h e  H o n o r a b l e  M i k e  S z y m a n s k i  
A l a s k a  Stal

D a v i d  A. R o s e ,  E x e c u t i v e  D i r e c t o r  
A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n

S U B J E C T :  E f f e c t  of I n c r e a s i n g  the D e d i c a t i o n  R a t e  of S t a t e  R e v e n u e s
to the A l a s k a  P e r m a n e n t  F u n d  p e r  H o u s e  B i l l  No. 9

F o r  y o u r  i n f o r m a t i o n ,  I h a v e  p r e p a r e d  the f o l l o w i n g  
s c h e d u l e s  w h i c h  set f o r t h  d i f f e r e n t  l e v e l s  of d e d i c a t e d  
S t a t e  R e v e n u e s  a n d  d e p i c t  a s s o c i a t e d  i mp act  o n  e a r n i n g s ,  
d i v i d e n d s ,  etc.

T h e s e  s c h e d u l e s  a re  b a s e d  o n  the M a r c h  r e v e n u e  e s t i m a t e s ,  
a n d  r e p l a c e  e a r l i e r  o n e s  s e n t  to y o u  o n  J a n u a r y  18, 1985.

S H E E T  N U M B E R  1 . R e v e n u e s  an d  im pa ct  a s s o c i a t e d  w i t h  u s i n g  
tKe c u r r e n t  s t a t u t e  (25% P r e  1980 an d  50% P o st  1979) 
d e d i c a t i o n  a n d  30% r e v e n u e  case.

S H E E T _ N U M B E R  2. R e v e n u e s  a n d  i m p a c t a s s o c i a t e d  w i t h  
i n c r e a s ! n g ~ t h e  c u r r e n t  s t a t u t e  d e d i c a t i o n  to a 50% 
c o n t r i b u t i o n  rate , p e r  H o u s e  B i l l  No. 9 u s i n g  the 30% 
r e v e n u e  case.



Th e  Hon. M i k e  Szymanski
April 22, 1985
Pa g e  2

O n e  w a y  to c o m p a r e  this bil l w i t h  the s t a t u s  q u o  is to 
c o m p a r e  the r e s p e c t i v e  e n d i n g  p r i n c i p a l  b a l a n c e s  a n d  net 
i n c o m e  in the y e a r  2000:

Status Quo House Bill No. 9 Difference

Ending Balance: $19.6 billion $24.8 . billion $5.2 billion

Net Income: $ 1.75 billion $ 2.21 billion $460.0 million

S H E E T  N U M B E R  3. T h i s  s c h e d u l e  s h o w s  the a n n u a l  i n c r e a s e  
in d e d i c a t e d  S t a t e  r e v e n u e s  o v e r  the s t a t u s  quo, p e r  H o u s e  
B i l l  No. 9. (See c o l u m n  l a b e l e d  "50% In cr . " )

P l e a s e  n o t e  the d i m i n i s h i n g  ef fct , o v e r  time, of the 
i n c r e a s e  in the c o n t r i b u t i o n  rate. T h i s  is du e  to the 
a c c e l e r a t i n g  d e c l i n e  in p r o d u c t i o n  of P r u d h o e  B a y  oil in 
the 1990s.

D A R / a f

cc: Rep. D o n  C l o c k s i n
Rep. Pa t P o u r c h o t
Rep. M i k e  N a v a r r e



A L A S K A  P E R M A N E N T  FU N D  C O R P O R A T I O N

FINANCIAL PROJECTIONS AS OF 4/16/85

PRINCIPAL: ACTOAL & PROJECTED.............................. INCOME: ACTOAL 4 PROJECTED..........
(in Billions) (in millions)

Distributions Reserves

Dedicated Inflation Adjusted State
Beginning Appro- State Inflation Ending Proofing Ending Net Inflation General Trans. Add Total

FI Balance priationsRevenues* Proofing Balance Shortfall Balance Income Dividends Proofing Fund Adj.** (Delete) Balance Assets FI

78 54.4 54.4 54.4 1.8 1.3 .5 55.0 78

79 54.4 84.1 138.5 138.5 8.0 6.6 1.4 140.5 79

3? 138.5 344.4 .3 483.2 483.2 32.4 11.8 .3 11.8 8.5 502.9 30

81 483.2 900.0 385.1 .2 1,768.5 1,768.5 149.9 27.5 .2 27.5 36.0 58.7 58.7 1,874.6 81

82 1.768.5 800.0 400.5 2,969.0 2,969.0 368.4 71.1 71.1 41.1 185.1 243.8 3,301.7 82

83 2.559.0 400.0 421.0 231.2 4,021.2 4,021.2 471.1 107.9 231.2 109.5 87.5) 110.0 353.8 4,593.0 83

84 4,021.2 300,0 366.2 150.9 4,838.3 4,838.3 529.5 175.0 150.9 203.6 557.4 5.530.8 84

35 4,338.3 300.0 358.3 234.2 5,730.8 5,730.3 550.9 217.0 234.2 199.7 757.1 6,704.9 85

86 5,730.8 307.6 362.3 6,400.7 6,400.7 625.9 264.6 352.3 1.0) 756.1 7,421.4 86
87 6,400.7 283.8 401.1 7,085.6 7,085.6 637.8 296.5 401.1 9.8) 746.3 8,128.4 87

88 7,085.6 273.7 441.6 7,800.9 7,800.9 751.0 324.5 441.6 15.1) 731.2 8,856.6 88
89 7,800.9 267.1 484.1 8,552.1 8,552.1 816.7 353.2 484.1 20.5) 710.6 9,615.9 89

90 8.552.1 256.1 528.5 9,336.7 9,336.7 885.0 376.6 528.5 20.1) 690.5 10,403.8 90

91 9.336.7 237.1 574.4 10,148.2 10,148.2 956.1 409.7 574.4 28.0) 662.5 11,220.4 91

52 10,148.2 237.3 623.1 11,008.6 11,008.6 1,030.0 443.9 623.1 37.0) 625.5 12,078.0 92

93 11,008.6 229.5 674 .3 11,912.4 11,912.4 1,107.2 479.5 674.3 46.6) 578.9 12,970.8 93
9a n , Q' 5.4 218.0 727.8 12,858.2 12,858.2 1,137.5 516.5 727.8 56.S) 522.0 13,896.8 94

95 12.358.2 207.8 784.0 13,850.0 13,850.0 1.270.7 555.2 784.0 68.5) 453.5 14,858.7 95

96 13,850.0 202.5 843.2 14,895.7 14,895.7 1,357.5 595.3 843.2 81.0) 372.5 15,863.5 96

37 14,895.7 199.6 905.7 16,001.0 16,001.0 1,448.3 637.1 905.7 94.5) 278.0 16,916.1 97

93 16,001.0 197.4 971.9 17,170.3 17,170.3 1,543.4 680.7 971.9 109.2) 168.8 18,019.8 98

99 17,170.3 195.0 1,041.9 18,407.2 18,407.2 1,643.2 726.3 1.041.9 125.0) 43.8 19,177.3 99

0 18,407.2 187.8 1,017.5 19,612.5 98.2 19,710.7 1,747.7 774.0 1.017.5 43.8) 20,386.5 0
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267.8 1,036.5 20,916.8 156.3 21,073.1 1,860.9 824.4 1,036.5 21,741.2 1

’ Source: Alaska Department of Revenue

M Chapter 81, SLA 1S32. Sec. 15(b) SHEET NUMBER_ONE

ASSUMPTIONS: 30* CASE FORECAST - 3rd Qtr FY85

25* Pre-1980 Contribution Sate 
50* Post-1979 Contribution Rate 

4.25* Inflation FY85 
10.75* Return FY85

5* Average Inflation FY36-FY00 
3* Averace Return FY86-Fi'OQ



A L A S K A  P E R M A N E N T  POND C O R P O R A T I O N

FINANCIAL PROJECTIONS AS OF 4/21/35

PRINCIPAL: ACTOAL & PROJECTED INCOME: ACTOAL & PROJECTED..........
(in niliions) (in oiilions)

Distributions Reserves

Dedicated Inflation Adjusted State
Beginning Appro- State Inflation Ending Proofing Ending Net Inflation General Trans. Add Total

FT Balance priationsRevenues* Proofing Balance Shortfall Balance Incore Dividends Proofing Fund Adj.** (Delete) Balance Assets FT

73 54.4 C > 1 54.4 1.8 1.3 .5
p * *
3J.U 73

79 54.4 84.1 113.5 138.5 3.0 5.5 1.4 140.5 79
33 138.5 344.4 .3 483.2 483 .2 32.4 11.9 .3 11.8 8.5 502.9 80
31 483.2 900.0 385.1 .2 1 ,768.5 1.768.5 149.9 27.5 .2 27.5 56.0 58.7 58.7 1.874.6 31
32 1,768.5 800.0 400.5 2,959.0 2.959.0 363.4 71.1 71.1 41.1 185.1 243.8 3,301.7 82
23 2,959.0 400.0 421.0 231.2 4.021.2 4.021.2 471.1 107.9 231.2 109.5 97.5) 110.0 353.8 4.593.0 83
24 4,021.2 300.0 366.2 150.9 4,533.3 4,623.3 529.5 175.0 150.9 203.6 557.4 5,530.3 34

25 4,838.3 300.0 358.3 234.2 5,730.3 5,730.8 550.9 217.0 234,2 195.7 757.1 6,704.9 85

55 5,730.8 615.1 380.8 5,726.7 6,726.7 640.4 266.0 380.3 6.4) 750.7 7,743.4 86
37 6,726.7 567.7 437.7 7.732.1 7,732.1 731.4 302.3 437.7 8.6) 742.1 8,776.5 87

53 7,732.1 538.1 496.2 5,766.4 8.755.4 824.0 337.6 <95.2 9.8) 732.3 9,836.3 38

■59 8,756.4 506.4 556.4 9,329.2 9,329.2 519.0 375.5 556.4 14.0) 718.3 10,924.1 89

50 9,829.2 484.7 518.8 10.932.7 10,932.7 1,016.8 413.2 618.3 15.2) 703.1 12,049.0 90

51 10.932.7 445.8 682.7 12,061.2 12.061.2 1.117.6 460.9 682.7 26.0) 577.1 13,199.2 91

52 12,061.2 444.1 750.3 13.255.5 13,255.5 1,221.4 509.9 750.3 38.8) 538.3 14,403.8 92
33 13,255.6 427.7 821.0 14.504.3 14,504.3 1,329.5 560.4 821.0 51.31 586 .4 15,651.1 93
34 14,504.3 409.8 894 .8 15,808.9 15,808.9 1,441.5 612.7 894.8 66.0) 520.4 16,942.0 94
53 15.808.9 383.0 971.5 17.163.4 17,163.4 1,556.9 666.7 971.5 81.3) 439.1 18,269.2 95
55 17,163.4 368.6 1,051.9 18,533.9 18,583.9 1.675.2 722.6 1,051.9 98.3) 340.8 19,647.3 95
97 18.583.9 353.2 1.135.8 20.033.9 20.083.9 1.800.5 780.5 1,136.8 116.7) 224.1 21.388.5 97
53 20,083.9 357.4 1,226.5 21,657.6 21,667.8 1.930.7 840.6 1,225.5 136.4) 87.7 22.596.1 98
59 21.667.8 349.2 1,251.3 23,263.3 59.7 23,338.0 2,066.7 903.1 1,251.3 37.7) 24,171.4 99
D 23.268.3 334.5 1,240.3 24,543.: 175.9 25,019.0 2,208.5 969.3 1,240.3 25.S11.4 0
1 24.643.1 312.3 1,319.6 25,475.0 129.7 25,6o4.7 2.555.9 1,036.3 1,319.5 27.511.3 1

' Source: Alaska Department of Revenue

'* Chapter 51. SIA 1M2. Sec. l:(b) SHEET NUMBER TWO

ASSUMPTIONS: 301 CASE FORECAST - 3rd Q:r FT85

:I! Contribution Rate 
4.251 Inflation FT85 

10.75% Return FT35
51 Average Inflation FTio-FTOD 
?! Average Return :YS5-FT30

BOOSE BILL SO. S



A L A S K A  P E R K A S E S T  F 0 S D C 9 R P 0 R A I I 0 S  

PIRASCIAL PROJECTIONS 95 OF 4/22/85

■PRISCIPAL: ACTOAL 4 PROJECTED- 

(in Billions)

Dedicated State 

Revenues * Inflation Adjusted

Beginning Appto................. Inflation Ending Proofing Ending

FI Balance priationsStatusQuo 501Incr. Proofing Balance Shortfall Balance

78 54.4 54.4 54.4
79 5(.4 84.1 138.5 138.5
80 118.5 344.4 .3 (81.2 483.2
81 483.2 900.0 365.1 .2 1,768.5 1,768.5
82 1,768.5 800.0 400.5 2,969.0 2,969,0
83 2,959.0 400.0 421.0 231.2 (.021.2 4,021.2
84 4,021.2 300.0 366.2 150.9 4,838.3 4,838.3

35 4,838.3 300.0 356.3 234.2 5,710.8 5,730.8

86 5.730.8 307.6 307.5 380.8 6,726,7 6,726.7
87 6.726.7 283.8 283.9 437.7 7,732,1 7,732.1
88 7,732.1 273.7 264.4 (96.2 8,766.4 8,766.4
89 8,766.4 267.1 239.3 556.4 9,829.2 9,829.2
90 9,829.2 256.1 228.6 618.8 10,312.7 10,932.7
91 10,932.7 237.1 208.7 682.7 12,061.2 12,061.2
92 12,061.2 237.3 206.8 750.3 13,255.6 13,255.6
93 13,255.6 229.5 198.2 821.0 14,504.3 14,604.3
94 14,504.3 218.0 191.8 894.8 15,806.9 15,808.9
95 15,808.9 207.8 175.2 971.5 17,163.4 17,163.4
96 17,163.4 202.5 166.1 1,051.9 18,583.9 18,583.9
97 18,583.9 199.6 163.6 1,136.8 20,033.9 20,083.9
98 20,083.9 197.4 160.0 1,226.5 21.667.8 21,667.8
99 21,667,8 195.0 154.2 1,251.3 23.253.3 59.7 23.333.0
0 23,268.1 187.6 146.7 1.240.3 24,843.1 175.9 25,019.0
1 24,643.1

sssrsrssssssz:::::::::::
267.3 44.5 1,319.6 26,475.0 189.7 26.654.7

1 Source: Alaska Desart-ent of Revenue 

"  Chapter 31. SIS 1552, Sec. 15(b)

ASSuSPTlOVS: -01 CAS: FORECAST - 3rd Otr F225

5C'< Contribution Bate 

4.261 Inflation FIBS 

■0.755 Return FI55

si Average Inflation FI56-FI00 

SI Average Return F!56-FI00

■ISCOBE: ACTOAL 5 PROJECTED- 

(in Billions)

Distributions Reserves

State

Set Inflation General Trans. Add Total

Incore Dividends Proofing Fund Adj.’* (Delete) Balance Assets :l

1.8 1.3 .5 55.0 73
8.0 6.6 1.4 140.5 79
32.4 11.8 .3 11.3 3.5 502.9 80
149.9 27.5 .2 27.5 16.0 58.7 53.7 1,874.6 81
366.4 71.1 71.1 41.1 185.1 243.S 3.301.7 82
471.1 107.9 231.2 109.5 ( 87.5) 110.0 353.3 4.593.0 83
529.5 175.0 150.9 203.6 557.4 5,530.8 84

650.9 217.0 234.2 199.7 757.1 6,704.9 95

640.4 266.0 380.3 1 6.4) 750.7 7,743.4 ts
731.4 302.3 437.7 ( 8.61 742.1 8,776.5 89
324.0 337.6 496.2 1 9.8) 732.3 9.836.3 98
919.0 376.6 556.4 ( 14.01 718.3 10,924.1 83

1.016.8 413.2 618.8 1 15.2) 703.1 12.049.0 90
1,117.6 460.9 682.7 ( 26.0) 677.1 13,199.2 SI
1.221.4 509.9 750.3 1 38.8) 638.3 14,403.8 92
1,329.5 660.4 821.0 ( 51.91 535.4 15,651.1 93
1,441.5 612.7 894.8 ( (6.01 520.4 16.542.0 94
1,556.9 666.7 971.5 1 61.3) 439.1 13,269.2 95
1,676.2 722.6 1,051.9 ( 98.3) 1(0.9 19,6(7.) 36
1,800.6 780.5 1,136.8 1 118.7) 224.1 21.023.5 97
1.930.7 8(0.6 1.225.5 1 1)6.4) 57.7 22,556.1 38
2,056.7 903.1 1.251.3 ! 87.71 24.17s.4 99
2,208.6 968.3 1,240.3 25.811.4 }

2,355.9 1,038.3 n
•oCT*

....... ....... „ :::::::
27,s’\3
::::::::::

1
:::
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H l a s f e a  i b t a t c  ^ L e g i s l a t u r e

H o u s e  o f  R e p r e s e n t a t i v e s  

R e p r e s e n t a t i v e  M i k e  S z y m a n s k i

Rep. Mike Szymanski 
801 W. Fireweeri Lane. Suite 102 
Anchorage. Alaska 99503 
Phone 278-6731

SR-A-Box 13048 
Anchorage, Alaska 99502 

Phone (907) 349-3373

While in Session: 
Pouch V 

Scare Capicol 
Juneau, Alaska 99811

FRONT LOADING OF THE PERMANENT FUND: 

A FINANCIAL AGENDA FOR ALASKA

I n  1 9 7 6 , t h e  v o t e r s  o f  A la s k a  v o ic e d  t h e i r -  c o n c e r n  o v e r  t h e  i n e v i t a b l e  
d e c l i n e  i n  s t a t e  o i l  r e v e n u e s  b y  s u p p o r t i n g  t h e  c r e a t i o n  o f  a  s t a t e  

s a v in g s  a c c o u n t ,  t h e  P e rm a n e n t F u n d . T h e  o u tco m e  o f  t h i s  v o t e  r e q u i r e d  

t h e  s t a t e  o f  A la s k a  t o  a n n u a l l y  p l a c e  a t  l e a s t  25% o f  o u r  o i l  r o y a l t i e s  
(w h ic h  i s  11% o f  o u r  o i l  r e v e n u e s )  i n t o  t h a  P e rm a n e n t F u n d .

T h is  s e s s i o n ,  l e g i s l a t i o n  h a s  b e e n  in t r o d u c e d  (HB 9) t o  i n c r e a s e  t h e  
p e r c e n ta g e  o f  d i r e c t  c o n t r i b u t i o n s  t o  t h e  P e rm a n e n t  Fund f ro m  25% t o  

50%. By so  d o i n g ,  we w i l l  s t r e n g t h e n  t h e  Fund t o  t h e  p o i n t  w h e re  th e  
in co m e w h ic h  i t  g e n e r a t e s  w i l l  p a y  a  s i g n i f i c a n t  p o r t i o n  o f  t h e  S t a t e ' s  
f u t u r e  o p e r a t i n g  e x p e n s e s .

C u r r e n t l y ,  A la s k a  h a s  no o v e r a l l  f i n a n c i a l  p l a n  t o  g u id e  u s  i n  o u r  

s a v in g s  a n d  s p e n d in g  h a b i t s ,  f o r  now o r  i n  t h e  lo n g  r u n .  T he c o n c e p t  o f  

f r o n t  l o a d i n g  t h e  P e rm a n e n t F u n d , a s  p r o p o s e d  i n  HB 9 , w o u ld  e s t a b l i s h  
a s  o u r  s t a t e  f i n a n c i a l  p o l i c y  t h a t  v a  s a v e  m o re ; f r o n t  l o a d i n g  w o u ld  

im p o se  a  b u d g e t  r e s t r a i n t  m ech an ism  t h a t  w o u ld  w ean u s  f ro m  th e  l a v i s h  

s p e n d in g  h a b i t s  we h a v e  g row n  a c c u s to m e d  to  d u r in g  o u r  o i l  r i c h  y e a r s  

and r e q u i r e  t h a t  we m o d e r a te  o u r  s p e n d in g  a p p e t i t e .

The d i r e c t  b e n e f i t s  o f  f r o n t  lo a d in g  t h e  P e rm a n e n t Fund a r e :

1) F r o n t  l o a d i n g  w i l l  c r e a t e  a  s t e a d y  s t r e a m  o f  in co m e an d  s u s t a i n  
A l a s k a 's  P ru d h o e  o i l  w e a l th  f o r  f u t u r e  g e n e r a t i o n s .  Many o f  t h e  
m a in te n a n c e  and  o p e r a t i n g  c o s t s  f o r  m a jo r  c a p i t a l  p r o j e c t s  we a r e  

f u n d in g  to d a y  w i l l  n o t  b e  f e l t  f o r  s e v e r a l  y e a r s .  I f  we do n o t  s t a r t



p la n n in g  f o r  t h e s e  f u t u r e  c o s t s  by s a v in g  s i g n i f i c a n t  p o r t i o n s  o f  th e  

m oney we h a v e  now , t h e  f i n a n c i a l  o u t lo o k  f o r  b e in g  a b l e  t o  m a i n t a i n  an d  
o p e r a t e  w h a t we h a v e  c r e a t e d  i s  n o t  v e r y  p r o m is in g .

E ven  w i th  t h e  d e v e lo p m e n t o f  known m in e r a l  r e s e r v e s  i n  A la s k a ,  a s  w e l l  

a s  w i th  t h e  r e - i n s t i t u t i o n  o f  t h e  s t a t e  in co m e t a x ,  we w i l l  b e  u n a b le  t o  

fu n d  A la s k a ’ s  f u t u r e  b a s i c  n e e d s  s u c h  a s  e d u c a t i o n ,  p u b l i c  s a f e t y ,  

r o a d s ,  a n d  h e a l t h  c a r e .  And t h e  d i s c o v e r y  o f  new o i l  f i e l d s  i n  A la s k a  

c o u ld  o n ly  t e m p o r a r i l y  p o s tp o n e  t h e  im p e n d in g  r e v e n u e  d e c l i n e .  
F u r th e r m o r e ,  many o f  t h e  known r e s e r v e s  a r e  n o t  on. s t a t e  l a n d  and  

t h e r e f o r e  th e  r e v e n u e s  g e n e r a t e d  fro m  th e  p r o d u c t i o n  o f  th o s e  r e s e r v e s  
w o u ld  n o t  b e  a s  l u c r a t i v e  f o r  A la s k a .

2) I n c r e a s e d  c o n t r i b u t i o n s  to  t h e  P e rm a n e n t Fund w i l l  d i s c i p l i n e  
o u r  s p e n d in g  h a b i t s  a n d  w i l l  s e r v e  a s  a n  im p e tu s  f o r  t h e  l e g i s l a t u r e  to  
l o o k  a t  a l l  c a p i t a l  p r o j e c t s  m ore  r e a l i s t i c a l l y  t h a n  h a s  b e e n  d o n e  i n  

th e  p a s t ,  h o p e f u l l y  e v e n  e n c o u ra g in g  c o s t  b e n e f i t  a n a l y s i s  b e f o r e  
f u n d in g  th em .

T he c o n s e n s u s  o f  many e c o n o m is ts  i s  t h a t  t h e  c a p i t a l  im p ro v em e n t 

p r o j e c t s  we h a v e  fu n d e d  d u r in g  o u r  o i l  r i c h  y e a r s  h a v e  n o t  h a d  an  

a p p r e c i a b l e  l o n g  te r m  im p a c t  on  eco n o m ic  d e v e lo p m e n t i n  t h e  s t a t e  o f  

A la s k a .  A l a s k a 's  f i s h e r i e s ,  lu m b e r , m i n e r a l ,  and  e v e n  p e t r o le u m  

i n d u s t r i e s  a r e  o n  t h e  d e c l i n e ,  an d  e x c e p t  f o r  p o s s i b l y  t o u r i s m  and  
c o n s t r u c t i o n ,  A la s k a  "has h a d  a  d e c r e a s e  i n  a c t i v i t i e s  t h a t  w o u ld  

s t r e n g t h e n  and  d i v e r s i f y  o u r  econom y.

3) T h e  i n c r e a s e d  c o n t r i b u t i o n  s c h e d u le  w i l l  a l s o  h a v e  a n  im m e d ia te  

and  d i r e c t  b e n e f i t  t o  a l l  A la s k a n s  b e c a u s e ,  b y  i n c r e a s i n g  th e  am o u n t o f  
m oney we h a v e  i n  t h e  P e rm a n e n t F u n d , A la s k a n s  w i l l  s e e  l a r g e r  P e rm a n e n t 
Fund d iv id e n d s  now , w h i l e  p r e s e r v i n g  t h e  o p p o r t u n i t y  f o r  a l t e r n a t i v e  
u s e s  o f  P e rm a n e n t  F und  e a r n i n g s  i n  t h e  f u t u r e .

4) T h e  v o t e r s  o f  A la s k a  h a v e  s a i d  t h a t  we m u st im p o se  a  l i m i t  on  
o u r  e x t r a v a g e n t  s p e n d in g  a p p e t i t e ,  a s  i n d i c a t e d  i n  t h e i r  1980 s u p p o r t



f o r  t h e  c o n s t i t u t i o n a l  s p e n d in g  l i m i t .  H o w ev er, t h e  " s p e n d in g  l i m i t "  i s  
n o t  c u r b in g  t h a t  a p p e t i t e .  F r o n t  l o a d i n g  w i l l  im p o se  a  w o r k a b le  b u d g e t  
r e s t r a i n t  m e c h a n ism .

5 ) I n  r e a l  t e r m s ,  and  b a s e d  o n  f i g u r e s  f ro m  t h e  P e rm a n e n t Fund 

C o r p o r a t i o n ,  i t  a p p e a r s  t h a t ,  i n  1 9 8 6 , a  50% c o n t r i b u t i o n  w i l l  y i e l d  a n  

a d d i t i o n a l  $ 3 5 9 .8  m i l l i o n  o v e r  a  25% c o n t r i b u t i o n  an d  i n  t h e  l o n g  te r m , 
b y  t h e  y e a r  2 0 0 0 , t h e r e  w o u ld  b e  an  a d d i t i o n a l  $7 b i l l i o n  , i n  t o t a l  

a s s e t s  w i th  a  50% c o n t r i b u t i o n  a s  o p p o se d  to  a  25%' c o n t r i b u t i o n .

I n  s h o r t ,  we h a v e  f i n a n c i a l l y  o v e re x te n d e d  o u r s e l v e s  i n  o u r  o i l  r i c h  
y e a r s .  T he  c r u x  o f  t h e  i s s u e  i s  w h e th e r  we c h o o se  to  s e t  a s i d e  r e v e n u e s  

we h a v e  a v a i l a b l e  to d a y  i n  t h e  P e rm a n e n t Fund o r  w h e th e r  we m a i n ta i n  

t h e  l e v e l  o f  c a p i t a l  e x p e n d i t u r e s  we h a v e  grow n a c c u s to m e d  t o ,  w i th  h ig h  
m a i n ta i n c e  c o s t s  i n  t h e  f u t u r e ,  Any p r u d e n t  b u s in e s s m a n  o r  i n v e s t o r  
w i l l  a g r e e  t h a t  a  s t r o n g  in v e s tm e n t  and  s a v in g s  p o l i c y  i s  w i s e r  t h a n  

s p e n d in g  a t  a  maximum l e v e l  w i th o u t  im p le m e n tin g  an y  m ech an ism  t o  f o o t  
t h e  b i l l s  t o  come i n  l e a n e r  y e a r s .

F r o n t  l o a d i n g  w i l l  e s t a b l i s h  a n  o v e r a l l  f i n a n c i a l  p l a n  f o r  t h e  s t a t e  o f  

A la s k a  t h a t  w i l l  s u s t a i n  o u r  o i l  w e a l th  a n d  c o n t r i b u t e  to  o u r  f u t u r e  
ec o n o m ic  s t a b i l i t y .  We c a n  f o r t i f y  o u r  econom y now s o  t h a t  f u t u r e  

g e n e r a t i o n s  c a n  i n h e r i t  m o re  th a n  a  l a r g e  d e b t  r e t i r e m e n t  p ro g ra m .

F r o n t  l o a d i n g  i s  a  s i g n i f i c a n t  a l t e r n a t i v e  t h a t  s h o u ld  becom e a  

co m p o n en t o f  o u r  p u b l i c  p o l i c y  i n  p r e p a r a t i o n  f o r  A la s k a ’ s  o i l  r e v e n u e  

d e c l i n e ,  We c a n  p r a c t i c e  f i s c a l  r e s p o n s i b i l i t y  b y  a d h e r in g  t o  th e  

f i n a n c i a l  a g e n d a  p ro p o s e d  th ro u g h  f r o n t  l o a d i n g .
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OUR POST OIL FUTDRE: THERE IS  STILL TIME

We a l l  know c h e  l u s h  r e v e n u e s  fro m  P ru d h o e  Bay w i l l  b e  o v e r  i n  t h e  

e a r l y  9 0 's .  We do  n o c  know how m uch o f  t h i s  r e v e n u e  w i l l  b e  m ade u p  by 

o c h e r  f i n d s ,  b u t  p r o b a b l y  t h e  l a r g e s t  p a r t  w i l l  n o t .  I t  w i l l  d e p e n d  

u p o n  w h e th e r  th e  f i n d s  a r e  c o m m e rc ia l  a n d  w h e re  th e y  a r e ;  t h e  s t a t e  g e t s  

l e s s e r  r o y a l t i e s  o f f  F e d e r a l  l a n d s ,  n o n e  fro m  N a t iv e  h o l d i n g s ,  a n d  

n e i t h e r  r o y a l t i e s  n o r  t a x e s  b e y o n d  ch e  t h r e e  m i l e  l i m i t .  F u r t h e r ,  t h e  
m i n e r a l  a n d  o t h e r  d e v e lo p m e n ts  e x p e c t e d  i n  t h i s  p e r i o d  w i l l  b e  s u b j e c t  

t o  p o w e r f u l  a n d  e r r a t i c  f o r c e s ,  p o l i t i c a l  a s  w e l l  a s  e c o n o m ic , w h ic h  a r e  

m o s t ly  b e y o n d  t h e  s t a t e 13 c o n t r o l .  We h a v e  no  e v id e n c e  t h e s e  

d e v e lo p m e n ts  w i l l  come w i t h  t h e  s c a l e  a n d  s p e e d  t h a t  a r e  r e q u i r e d .  I n  

t h e o r y ,  ch e  p r i v a t e  econom y c o u ld  b e  e x p a n d e d  th r o u g h  g o v e rn m e n t 

i n c e n t i v e s ,  c o n t r o l s ,  a n d  d i r e c t  s p e n d in g .  B u t t h i 3  e f f o r t  w o u ld  b e  so  

a g a i n s t  t h e  g r a i n  f o r  A la s k a n s  a n d  w o u ld  b e  h u g e ,  c o m p le x , and  f a s t  t h a t  

i t  h a s  l i t t l e  c h a n c e  o f  b e in g  a t t e m p t e d .  J u d g in g  by  e x p e r i e n c e  i n  o t h e r  

p a r t 3  o f  t h e  w o r ld ,  t h e  c h a n c h e s  o f  s u c c e e d in g  a r e  e v e n  l o w e r .  I n  

s h o r t ,  t h e  s t a t e  g o v e rn m e n t ,  an d  c h e  econom y i t  d r i v e s ,  a r e  h e a d e d  f o r  a 

c o n t r a c t i o n .  I t  o n ly  r e m a in s  to  s e e  how s e v e r e  an d  how s o o n . A lo n g  

t h e  w a y , p e r s o n a l  a n d  b u s i n e s s  t a x a t i o n  w i l l  r i s e  a t  t h e  sam e t im e  

p u b l i c  s e r v i c e s  a r e  b e in g  lo w e r e d .

Many w i l l  a r g u e  t h a t  we h a v e  a l r e a d y  d o n e  a l l  we c a n  to  m e e t  t h i s  

s i t u a t i o n :  t h e  P e rm a n e n t  F und  o f  1 9 7 6  f o r  s a v in g s  a n d  c h e  1982  s p e n d in g  

l i m i t ,  b o th  p l a c e d  i n  t h e  c o n s t i t u t i o n .  H o w ev er, t h e  P e rm a n e n t  Fund i s  
n o t  g o in g  t o  b e  l a r g e -  e n o u g h  CD b e a r  much o f  t h e  c o s t s  o f  f u t u r e  

o p e r a t i n g  b u d g e t s ,  d e s p i t e  t h e  e x t r a  sum s c h a t  h a v e  b e e n  p u t  a s i d e  i n  
r e c a n t  y e a r 3 .  T he s p e n d in g  l i m i t  h a s  n o  e f f e c t  u n l e s s  r e v e n u e s  go b a c k  

t o  r e c o r d  l e v e l s  a n d  i t  h a s  no  e f f e c t  t h e n  i f  t w o - t h i r d  v o t e s  c a n  b e  

fo u n d  i n  t h e  l e g i s l a t u r e  an d  i f  Che v o t e r s  c o n c u r  i n  Che p r o p o s a l s .  .
Y e t  t h e  P e rm a n e n t  Fund a n d  t h e  s p e n d in g  l i m i t  c a n  b e  m ade e f f e c t i v e  b y  a  

s i n g l e ,  i f  p a i n f u l  a c t i o n .  We c a n  d e c id e  on  t h e  b u d g e ts  f o r  r e g u l a r ,  

d a y  t o  d a y  e x p e n s e s  o f  t h e  3 t a t e  a n d  k e e p  to  a  s c h e d u le  o f  d e p o s i t s  f o r  
t h e  P e rm a n e n t  Fund t h a t  w i l l  i n s u r e  ch e  in co m e  w i l l  b e  t h e r e  w hen 

n e e d e d .  A d e c i s i o n  c a n  b e  m ade l a t e r  o n  t h e  w h e th e r  d i v id e n d s  a r e  t o  be



e n d e d -a n d  t h e  m oney u s e d  f o r  t h e  b u d g e t  o r  w h e th e r  t h e  d i v id e n d s  w i l l ,  
i n  e f f e c t ,  p a y  t h e  a v e r a g e  f a m i l y ' s  s t a t e  t a x e s .

T h i s  i 3  a n  a p p ro a c h  c h a t  i s  u n d e r  o u r  c o n t r o l .  I t  p r e s s e s  u s  to  
r e c o n c i l e  o u r  s p e n d in g  and  b o r ro w in g  c o s t s  t o  o u r  incom e fro m  s a v in g s  

a n d  o t h e r  s o u r c e s ,  i n s t e a d  o f  l e t t i n g  e v e n t s  do i t  t h e  v e r y  h a r d  w a y .

And we know  how t o  m ake t h a  e a r n i n g s  we n e e d  s a f e l y .  T he P e rm a n e n t  F und  

h a s  b e e n  sh o w in g  g o o d , c o n s i s t e n t  r e t u r n s ,  h a s  b e e n  m anaged  i n  a n  

i n d e p e n d e n t  m a n n e r  a n d ,  s o  f a r ,  k e p t  f r e e  o f  s o c i a l  a n d  p o l i t i c a l  g o a l s .

Now, som e w i l l  i n s i s t  t h a t  " v i t a l "  c a p i t a l  p r o j e c t s  w i l l  b e  l o s t  b y  

t h e s e  h e a v y  d e p o s i t s  i n t o  t h e  P e rm a n e n t  F u n d . F i r s t l y ,  g iv e n  t h e  

b i l l i o n s  c h a t  h a v e  b e e n  s p e n t  b y  t h e  s t a t e  (an d  l o c a l i t i e s )  i n  m o re  7 

u r b a n  a r e a s ,  t h i s  a rg u m e n t l a c k s  c o n v i c t i o n .  R u r a l  A la s k a ,  w h ic h  h a s  

l i t t l e  t a x  b a s e  o r  b o n d in g  c a p a c i t y  ( a p a r t  f ro m  t h e  N o r th  S lo p e  
B o r o u g h ) , i s  a n o t h e r  m a t t e r .  M o s t o f  t h e  b u i l t - u p  p o i n t s  c a n  a f f o r d  

m o s t  a n y  p r o j e c t  w h ic h  p e o p le  w a n te d  e n o u g h  to  p a y  f o r .  S e c o n d ly ,  e v e n  

i f  t h e r e  w e re  l i s t s  o f  e s s e n t i a l  p r o j e c t s  . i n  a l l  p a r t s  o f  A la s k a ,  i t  

d o e s  n o t  f o l l o w  t h a t  we o u g h t  t o  b u y  th em  i f  we h a v e  tt h e  c a s h .  We c a n  

b u y  m ore  p u b l i c  w o rk s  th a n  o u r  p o s t - o i l  t a x  b a s e  w i l l  a l l o w  u s  to  

o p e r a t e  a n d  m a i n t a i n ,  l e t  a lo n e  r e p l a c e ,  i n  t h i s  h a r s h  c l i m a t e .  T he 

f a c t  i s  t h a t  a f t e r  c h e  e a s y  t im e s  we c o u ld  b e  f o r c e d  t o  r e s t r i c t  t h e  u s e  

o f  t h e s e  f a c i l i t i e s ,  o r  a b a n d o n  th em .

O t h e r s  may n o t  c a r e  t o  a r g u e  c h e  m e r i t s  o f  many c a p i t a l  p r o j e c t s  o r  how 

lo n g  t h e y  c o u ld  b e  k e p t  i n  u s e ,  b u t  t h e y  a r e  c o n c e rn e d  a b o u t  t h e  l o s 3  o f
j o b s .  As we know , p a r t  o f  t h e  l a b o r  f o r c e  n e v e r  h ad  a n y  i n t e n t i o n  o f

o f  s t a y i n g  l o n g - t e r m .  As f o r  t h e  r e s t ,  t h e  c h o ic e  i s  m ak in g  e x t r a  j o b s ,  

c h i e f l y  f o r  n e w -c o m e rs , o r  s t r e t c h i n g  o u t  t h e  l a s t  b i g  o i l  m oney t o
p r o v id e  s t a b l e  j o b s  a n d  f a m i l y  in c o m e . One i s  a  c h o ic e  f o r  a  few  y e a r s ,

o n e  f o r  m an y , m any d e c a d e s .  And we m u s t  n o t  f o r g e t  t h a t  l a r g e r  d e p o s i t s  

i n t o  t h e  P e rm a n e n t  Fund w i l l  m ean h i g h e r  d i v i d e n d s .  W i t h . t h e  b lo o m  o f f  

t h e  c o n s t r u c t i o n  r o s e ,  t h e y  a r e  n o t  l i k e l y  t o  h a v e  much e f f e c t  on 

b r i n g i n g  new p e o p le .



T h i s  p r o p o s a l  h a s  b e e n  d e s c r i b e d  a s  t u r n i n g  t h e  P e rm a n e n t Fund i n t o  t h e  

" s e c o n d  P ru d h o e  B a y ' .  I t  w i l l  n o t  b e  a s  l a r g e ,  o f  c o u r e ,  we s t a r t e d  to o  

l a t a  f o r  t h a t .  B u t a n y  d o l l a r ,  o n c e  i n  t h e  F u n d , i s  u n a f f e c t e d  b y  

" g l u t s "  o r  a n y  o t h e r  f a l l  i n  p r i c e s .  T he s c h e d u l e  o f  d e p o s i t s  c a n  b a  

m ade w i t h o u t  c o u n t i n g  on new f i e l d s  p r o d u c in g  b y  a  c e r t a i n  d a t e ,  o r  

b e in g  d i s c o v e r e d .  We h a v e  t h e  m oney a n d  t im e  we n e e d  to  g i v e  A la s k a  a  

g r e a t  p a r t  o f  t h e  e c o n o m ic  s t a b i l i t y  t h a t  h a s  a lw a y s  e lu d e d  h e r .  T h i s  

i s  a  m om ent t h a t  n e v e r  cam e t o  a n o t h e r  s t a t e  a n d  i s  a n  o p p o r t u n i t y  we 

s h o u ld  h e s i t a t e  t o  a d d r e s s .
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A  single ove r w h e l m i n g  priority r e c o m m e n d s  Itself as the 

Hth. Alaska Legislature opens up.shop today Is Juneau:' 
"front-loading"'-the ̂ Alaska Per m a n e n t  F u n d . - A n d  as 

legislators'ptepare for their labors this year, there Is.new 
encouragement,ln the. w i n d  for..front-loading as a m e a n s  of 

prudent fiscal m a n a g e m e n t  for state government.
With about 85 percent of state revenues deriving from 

petroleum taxes or royalties, Alaska's fiscal and economic 
fortunes are heavily dependent o n  world oil prices. State 

revenues soared w h e n  oil prices skyrocketed —  and 
Prudhoe B a y  production reached full s te a m  —  In the lata 

1970s an d  early 1980s. B u t  both prices a n d  revenues peaked 
In early. 1981; they've been gradually, coming d o w n  ever,, 

since. :' *. .
N o w  state revenue forecasters, with a  nervous eye o n  

crumbling world oil markets, ara worried about a larger- ' 
than-expected Si per barrel price drop in 1985 —  which 
w o u l d  translate Into a roughly 3800 million per year 

revenue decline for the state. F o r  s o m e  y e a n  now, anyone 
w h o ’s been paying- attention.has k n o w n  that oil revenues 
one d a y  w o u l d  drop sharply;— but if the.latest f e a n  bear 
out, that da y  will c o m o  sooner than anyone h a d  expected.

• That does not m e a n  Alaska Is, or soon will be, short of 
money. It does emphasize that Alaska has relatively little 
time left to salt a w a y  a. significant c h u n k  of today's high 

Income against future needs. T h e  Alaska P e r manent Fund 
Is an established, successful vehicle to accomplish that, but 

It needs bigger financial Injections now, at the front end, to ' 
g r o w  large en o u g h  to provide significant Income later, after 

oil revenues sag. - *
That’s w h a t  front-loading Is all about: Investing enough 

ot today's largesse to'make a' difference In future Income —  . 
and thus forestalling massive tax hikes, state employee" 

layoffs, service cuts a n d  economic disruption. * .x ; . .„
B y  n o w  Alaskans h a v e  seen a n u m b e r  of d o w n w a r d  

lurches In oil prices, a n d  hence state revenues, over the 
past several years. N e w  predictions of revenue decline are 

oo surprise. W h a t  the state needs to cope with the long-, 
term revenue decline is a determined effort —  and the 
sooner, the better —  to' build th e  permanent fund large 
enough to cushion the state’s future shock. That puts front- 
loading at the top of this year's legislative agenda.
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B u i l d  p e r m a n e n t  
f u n d  w h i l e  w e  c a n

"Front-loading" tbe Alaska P e r m a n e n t  F u n d  enjoyed a 

brief day in tbe s u n  last fall, w h e n  campaigning 

legislative candidates often s p o k e  of it favorably as a 
cnmmon-sense w a y  of m a n a g i n g  Alaska's oil wealth. B u t  

revenue estimates are w a y  d o w n ,  and legislative spend­

ing appetites aren't —  so "front-loading" Is back o n  tbe. 
rear burner. . . .

In its best a n d  broadest sense, "front-loading" m e a n s  

devoting to tbe p e r m a n e n t  f u n d  a  larger portion of state 

revenues today —  while tbe state is well-off —  as an 

investment in a n  income-producing fund for tomorrow. It 

doesn't m e a n  sticking a w a y  whatever loose change is 

lying around after everybody's desires h a v e  been satiat­

ed; it deliberately m a k i n g  the permanent fund a 

priority in times of prosperity so that it can spin off 

sign ificant income to support tbe state a n d  help keep 

taxes d o w n  w h e n  revenues really decline.

H o u s e  Majority. L e a d e r  D o n  cinrWin, D-Anchorage, 

describes tbe ideal agenda for front-loading tbe p e r m a­

nent fund this way: I) tbe contribution rate for state oil 

revenues w o u l d  be doubled, taking effect in about three 

years; 2) tbe so-called “undistributed in c o m e  accounts” of 

tbe fund w o u l d  be m a d e  a  part of its principle, a n d  thus 

placed safely out of tbe dutches of tbe legislature; a n d  3) 

the governor w o u l d  b e  granted authority for maj o r  

injections into tbe fund at his discretion over tbe next 

f e w  years.

B u t  revenues are c o m i n g  u p  short of projections 

nowadays, a n d  the long-term oil price and revenue 

picture is for gradual decline. W h e r e  legislators appro­

priated $3.6 billion in spending measures for fivral 1985, 

they n o w  calculate only $2.9 M i H r m  is availableior 
1986.

That's nearly $6,000 for every single person in Alaska, 

but apparently not e n o u g h  to front-load tbe permanent 

fund and still keep e v e r y o n e  h a p p y  in Juneau. T b e  

budget architecture w o r k e d  out in a  series of secret 

meetings b e t ween legislative l e a d e n  a n d  tbe governor 

calls for just under $2 billion in operating funds, a 

quarter-billion in capital projects, another quarter-billion 

"continuing appropriation” for (Susitna) hydroelectric 

p o w e r  dreams, a n d  not a nickel for the p e rmanent fund. 

T h e  fund's defenders in tbe legislature are hoping mainly 

to get tbe undistributed inc o m e  m o n e y  salted a w a y  

safely before tbe legislature c o m e s  raiding.

T h e  “realists” w o u l d  say that's tbe best that can be 

expected in a year of lowered revenue an d  tightened 

belts, a n d  m a y b e  they're right. B u t  a different k i n d  of 

realism w o u l d  recognize that s o m e  d a y  those revenues 

are coining d o w n  a lot farther than this —  a n d  tbe 

prudent thing to do n o w  Is to prepare another income 

stream to take their place.

All those candidates w h o  s p o k e  sensibly about front- 

loading during tbe c a m p a i g n  season w o u l d  do well to 

r e m e m b e r  it n o w  that t h e y’re in tbe legislature —  a n d  in 

a position to d o  something about it

‘up! i've got a*
CHE ft

A r e  t h e r e

N E W  Y O R K  -  Thi liq 
business scans to be In sc 
trouble these days. Tbe A n  
lean - emphasis on health i 
the crackdown on drunl 
driving have helped reel 
.per capita consumption 
hard liquor In the Uni 
States from 2 gallons in 11 
to 1.84 gallons in 1983.

Those statistics would se 
to be pretty good news 
unless you nappen to be 
the whiskey business. Jos< 
E. Seagram *  Sons Inc. is 
the whiskey business (and ' 
vodka, gin and r u m  busint 
in a very big way. and 
owners have decided to spa 
at least -tlb' mll U a n  tl 
spring telling 4h«,.ratt~of 
that w e  “re'being-unfair u > . 
hard stuff.. The Vail Str 
Journal reported {last w t  
that SeMg m t ' g  “will end 
long-standing aversion to c  
troveny and Instead light 
upgrade the Image al liqi 
with consumers and poll 
makers."

C i r c u s  a i r

W A S H I N G T O N  -  Poll, 
makers at a nigh-level m e  
Ing last week preparing : 
r e n e w e d  arm: talks -vi 
stunned by word that at let 
28 m e m b e r s  of Congress pi 
wives and staffs were flyi 
to Geneva at U n d e  Sn : 
expense to attend the open I 
of the U.S.-Soviet oucl-i 
games.
• W h e n  protests were voici 
-the principal aims mgo'lat 
—  ex-Sen. J o h n  T o w e r  
shrugged his shoulders In 
don't-blamc-me postu: 
Whoever should be blami 
Secretary of State Ceor 
Shultz is furious. Three f 
Force planes are set to lea 
Washington March 10 carryi 
a party that, at this writii 
totals more than 40 and 
going up.

Taxpayer expense will c 
ceed $150,000 for iranspor 
tlon alone But more th 
dollars is at rtake. 'It h 
turned Into a d a m n e d  d r e w  
a senior administration ot
*4al »aM AMa^Inc lit



Introduced: 1/14/85
Referred: S t a t e  A f f a i r s  and
F i n a n c e

BY SZYMANSKI, CLOCKSIN,
1 IN  TlHE HOUSE POURCHOT AND NAVARRE
2 HOUSE E IL L  NO. 9
3 IN  THE LEGISLATURE OF THE STATE OF ALASKA
4  FOURTEENTH LEGISLATURE - F IR ST  SESSION
5 A B I L L
6 F o r  an  Act e n t i t l e d :  "An Ac t r e l a t i n g  t o  p aym en ts  t o  t h e  A l a s k a  p e rm an e n t
7 fu n d  r e q u i r e d  by t h e  C o n s t i t u t i o n  o f  t h e  S t a t e  o f
8 A l a s k a ;  and p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "
9 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 *  S e c t i o n  1 .  PURPOSE. I t  i s  t h e  p u r p o s e  o f  t h i s  A c t  t o  m a x im iz e  t h e
11 c o n s t i t u t i o n a l l y  r e q u i r e d  p a ym en ts  o f  s t a t e  o i l  and  g a s  r e v e n u e  t o  t h e
12 A la s k a  p e rm an en t  fu n d  i n  o r d e r  t o  i n c r e a s e  t h e  p r i n c i p a l  o f  t h e  f u n d  t o  t h e
13 p o i n t  t h a t  t h e r e  w i l l  be  enough  i n t e r e s t  f r o m  t h e  f u n d  t o  p ay  a  s i g n i f i c a n t
14 p o r t i o n  o f  t h e  e x p e n s e  o f  s t a t e  g o v e rn m en t  when o i l  and  gas  r e v e n u e  d e -
15 c l i n e s .  I n  t h i s  m anne r s t a t e  o i l  and  g a s  r e v e n u e  c an  be  b e t t e r  a l l o c a t e d
16 t o  a c h i e v e  b o t h  s h o r t - t e r m  and  l o n g - t e r m  b e n e f i t s  f o r  t h e  s t a t e ,  w h i l e
17 s t i l l  p r o t e c t i n g  t h e  p r i n c i p a l  o f  t h e  p e rm a n e n t  f u n d .
18 *  S e c .  2 .  AS 3 7 . 1 3 . 0 1 0 ( a )  i s  r e p e a l e d  and r e e n a c t e d  t o  r e a d :
19 ( a )  U n d e r  a r t .  I X ,  s e c .  15 o f  t h e  s t a t e  c o n s t i t u t i o n ,  t h e r e  i s
20  e s t a b l i s h e d  a s  a s e p a r a t e  f u n d  t h e  A l a s k a  p e rm an en t  f u n d .  The A l a s k a
21 p e rm an en t  fu n d  c o n s i s t s  o f
22 ( 1 )  50  p e r c e n t  o f  a l l  m i n e r a l  l e a s e  r e n t a l s ,  r o y a l t i e s ,
23 r o y a l t y  s a l e  p r o c e e d s ,  n e t  p r o f i t  s h a r e s  u n d e r  AS 3 8 . 0 5 . 1 8 0 ( f )  and
24  ( g ) ,  and  f e d e r a l  m i n e r a l  r e v e n u e  s h a r i n g  p a ym en ts  a n d  b o n u s e s  r e c e i v e d
25 by t h e  s t a t e  f r o m  m i n e r a l  l e a s e s ;  and
26 ( 2 ) any  o t h e r  money a p p r o p r i a t e d  t o  o r  o t h e r w i s e  a l l o c a t e d
27 by  law  t o  t h e  A l a s k a  p e rm an en t  f u n d .
28 *  S e c .  3 .  T h i s  A c t t a k e s  e f f e c t  im m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS 0 1 . -
29 10.070(c).

- 1 - HB  9



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

2 3

24

2 5

26

2 7

2 8

2 9

O f f e r e d :  3 /2 2 /8 5
R e f e r r e d :  F in a n c e

O r i g i n a l  s p o n s o r s :  S z y m a n s k i , C l o c k s in ,
P o u rc lio t:  and  N a v a r r e

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE

CS FOR HOUSE BILL NO. 9 ( S t a t e  A f f a i r s )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE -  FIRST SESSION 

A BILL

F o r  a n  A ct e n t i t l e d :  "An A c t r e l a t i n g  t o  p a y m e n ts  t o  t h e  A la s k a  p e rm a n e n t

fu n d  r e q u i r e d  b y  th e  C o n s t i t u t i o n  o f  t h e  S t a t e  o f  

A la s k a ;  an d  p r o v id i n g  f o r  an  e f f e c t i v e  d a t e . "

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

* S e c t i o n  1. PURPOSE. I t  i s  t h e  p u r p o s e  o f  t h i s  A c t  t o  m a x im ize  t h e

c o n s t i t u t i o n a l l y  r e q u i r e d  p a y m e n ts  o f  s t a t e  o i l  a n d  g a s  r e v e n u e  t o  t h e

A la s k a  p e rm a n e n t  fu n d  i n  o r d e r  t o  i n c r e a s e  t h e  p r i n c i p a l  o f  t h e  fu n d  t o  t h e  

p o i n t  t h a t  t h e r e  w i l l  b e  en o u g h  i n t e r e s t  fro m  th e  fu n d  t o  p ay  a  s i g n i f i c a n t  

p o r t i o n  o f  t h e  e x p e n s e  o f  s t a t e  g o v e rn m e n t when o i l  a n d  g a s  r e v e n u e  d e ­

c l i n e s .  I n  t h i s  m a n n e r  s t a t e  o i l  arid g a s  r e v e n u e  c a n  b e  b e t t e r  a l l o c a t e d  

t o  a c h ie v e  b o th  s h o r t - t e r m  a n d  l o n g - t e r m  b e n e f i t s  f o r  t h e  s t a t e ,  w h i l e  

s t i l l  p r o t e c t i n g  t h e  p r i n c i p a l  o f  t h e  p e rm a n e n t  f u n d .

* S e c . 2 .  AS 3 7 .1 3 .0 1 0 ( a )  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

( a )  U n d e r a r t .  IX , s e c .  15 o f  t h e  s t a t e  c o n s t i t u t i o n ,  t h e r e  i s  

e s t a b l i s h e d  a s  a  s e p a r a t e  f u n d  t h e  A la s k a  p e rm a n e n t  f u n d .  The A la s k a  

p e rm a n e n t  f u n d  c o n s i s t s  o f

(1 )  50 p e r c e n t  o f  a l l  m i n e r a l  l e a s e  r e n t a l s ,  r o y a l t i e s ,

r o y a l t y  s a l e  p r o c e e d s ,  n e t  p r o f i t  s h a r e s  u n d e r  AS 3 8 .0 5 .1 8 0 ( f )  a n d  

( g ) ,  a n d  f e d e r a l  m i n e r a l  r e v e n u e  s h a r i n g  p a y m e n ts  a n d  b o n u s e s  r e c e i v e d  

by  th e  s t a t e  fro m  m i n e r a l  l e a s e s ;  a n d

( 2 )  a n y  o t h e r  money a p p r o p r i a t e d  t o  o r  0t h e n 7i .s e  a l l o c a t e d
b y  law  t o  t h e  A l a s k a  p e rm a n e n t  f u n d .

* S e c . 3 .  T h is  A c t t a k e s  e f f e c t  J u l y  1 , 1986.
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