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Introduced: 2/27/85
Referred: F i n a n c eReferred:

IN T H E  SENATE
B Y  RODEY, KELLY 
A N D  V. V I S C H E R

S E NAT E BI LL NO. 196

IN T H E  L E G I S L A T U R E  OF T H E  STATE OF A L A S K A

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  SESSION

A  BILL

For an Act entitled: "An Act r e l a t i n g  to the m e t h o d s  and p r o c e d u r e s  u s e d

an e f f e c t i v e  date."

BE IT ENACTED BY T H E  L E G I S L A T U R E  OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 37.13.14 5 is r e p e a l e d  and r e e n a c t e d  to read:

Sec. 37.13.145. D I S P O S I T I O N  O F  INCOME. (a) At the e n d  of each 

fiscal year, an a mount suffic i e n t  to offs et the e ffect of i nflation on 

p r i n c i p a l  of the A las ka p e r m a n e n t  fund d uring that year, as m e a s u r e d  

by a n a t i o n a l l y  r e c o g n i z e d  index, shall be t r a n s f e r r e d  f r o m  net income 

as d e f i n e d  in AS 37.13.140 to the p r i n c i p a l  of the Alas ka p e r m a n e n t  

f u n d  for reinvestment.

(b) F r o m  the net income r e m a i n i n g  a fter the tr ansfer unde r (a) 

of this section, the c o m m i s s i o n e r  of r e v e n u e  shall transfer  the amount 

r e q u i r e d  to be tr .nsf e r r e d  to the d i v i d e n d  fund u n d e r  A S  43.23.045(b).

(c) The b a l a n c e  of the net income r e m a i n i n g  after the t r a n sfer 

under* (b) of this s e c t i o n  shall be t r a n s f e r r e d  to the u n d i s t r i b u t e d  

income a c c ount in the A laska  p e r m a n e n t  fund.

(d) A t  the end of e a c h  fiscal year, funds in the u n d i s t r i b u t e d  

income a c c o u n t  e x c e e d i n g  an amount equal to five p e r c e n t  of the p r i n­

cipal of the A l a s k a  p e r m a n e n t  fund shall be t r a n s f e r r e d  to the p r i n c i­

pal of the A l aska p e r m a n e n t  fund for reinvestment. Funds r e m a i n i n g  in 

the u n d i s t r i b u t e d  income account shall be i n v es ted in i nvestments 

a u t h o r i z e d  u n d e r  A S  37.13.120.

to r e t u r n  Alaska p e r m a n e n t  fund income to p r i n c i p a l  

to o ffset the effe ct of inflation; and p r o v i d i n g  for
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* See. 2, A S  A 3 . 23.045(b) is a m e n d e d  to read:

(b) E a c h  [ N O T W I T H S T A N D I N G  A M Y  C O N T R A R Y  P R O V I S I O N  O F  LAW, EACII] 

j e a r , a l t a r  the tran s f e r  to the p r i n c i p a l o f the A l a s ka p e r m a n ent fund 

r e q u i r e d  b y  A S  3 7 . >3. 145 has b e e n  raade, the c o m m i s s i o n e r  s h a ^ I . if 

possible, t r a n s f e r  to the d i v i d e n d  fund 50 p e r c e n t  of the i ncome of 

the A l a s k a  p e r m a n e n t  fund chat has b e e n  e a r n e d  d u r i n g  the f i s c a l  y ear 

e n d i n g  on J u n e  30 of the c u r r e n t  y e a r  and t hat Is a v a i l a b l e  for d i s­

tr i b u t i o n  u n d e r  A S 37. 13. 140.

* Sec. 3. T h i s  A c t  takes e f f e c t  J u n e  30, 1935.

- 2 -



'An A c t  relating to the m e t h o d s  
ar.d procedures uv.od to r eturn 
Alu;?l:& I'vvr. e m u  t fund xncrr-o to 
pr i u c i p a l  to o "fset the e ffect 
ox inflat5.cn: a n d  p r o v i d i n g  for 
an e f f e c t i v e  date."
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S T A T E  OF A L A S K A  1985 L E G I S L A T I V E  S E S S I O N

F I S C A L  N O T E

Revision Date

REQUEST 
Bill/Resolution No: SB 196

Title: Return Permanent Fund Income and

Offset Inflation_____________________________

Sponsor: Rodey________________________________

Requestor: Senate Finance__________________

Date of Request: March 1. 1985____________

FISCAL DETAIL

Agency Affected: Department of Revenue 

Program Category Affected:________________

BRU, Program of Subprogram(s) Affected: 

Treasury______________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
1 FY 85 I FY 86 ! FY 87 I FY 88 I FY 89 I FY 90

OPERATING JL I

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

400 SUPPLIES

500 EQUIPMENT

600 LANDS & STRUCTURES

700 GRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING

I CAPITAL 1 - 1 1 1 1 1 -

1 REVENUE 1 

FUNDING: (Thousands of Dollars)

-  1 - 1 - 1 - 1 - 1

| GENERAL FUND 
| FEDERAL FUNDS 
j OTHER 

TOTAL

POSITIONS:
| FULL-TIME 

j PART-TIME 
I T EMPORARY

ANALYSIS: Attach a separate page for analysis.

Prepared By: Milt Barker 
Division: Treasury

Approved by Commissioner:
Agency: Department of Revejhfle

Distribution (by Agency preparing 

Legislative Finance

Legislative Sponsor 

Requestor
Office of Management and Budget 

Impacted Agency(ies)

al n o t e ) :

Phone: 465-2350
Date: March 4, 1985 

D a t e : a A  / / £ v



S T A T E  OF A L A S K A  1985 L E G I S L A T I V E  S E S S I O N

FI S C A L NOTE

Revision Date
REQUEST FISCAL DETAIL
B11l /Reso lu t1on No: SB 196_____________ Agency Af fected : Revenue
T i t l e :  Re lat ing to the Alaska__________ Program Category Af fected:.

Permanent Fund
SDonsor: Rodev. e t .  a l . BRU, Program of Subprogram(s) Affected:
Requestor: Senate Finance Commlttee
Date o f Request: March 8, 1985
EXPENDITURES/REVENUES: (Thousands of  Do l la r s )
1 I FY 85 i FY 86 I FY 87 I FY 88 I FY 89 1 FY 90
1 OPERATING I I _L I 1 _ JI 100 PERSONAL SERVICES I -  I -  I -  I -  1 -  1 -| 200 TRAVEL I -  I - I -  I -  1 -  1 -I 300 CONTRACTUAL I -  I - I - I -  1 - 1 -
j 400 SUPPLIES I - I - I - I - 1 -  1 -
| 500 EQUIPMENT I -  I - I -  I - 1 - 1 -

| 600 LANDS &  STRUCTURES I -  I -  I -  I -  1 -  1 -

| 700 GRANTS, CLAIMS I -  I - I -  I -  1 - 1 -

I 800 MISCELLANEOUS J  -  I -  I -  I -  I - 1 -

1 TOTAL OPERATING I -  I I I -  1 - 1 -
1 CAPITAL I -  I -  I -  I -  1 -  1 -
1 REVENUE J  -  I -  I -  I -  1 -  1
FUNDING: (M1111ons o f  D o l l a r s )
| GENERAL FUND I -  I I I - 1 1 —

| FEDERAL FUNDS I - I -  I -  I - 1 -  1 -

| PF-UIA K467 .04> | <L20.46>| <22 .6 /> | O 6 . 8 0 > |  <^30.63> | <32.36>
1 PF-PRIN. | 467.04 | 20.46 | 22 .67 | 36 .83 | 30 .63 | 32 .36
POSITIONS:
| FULL-TIME I -  i i I - 1 1

1 —

| PART--TIME I -  I -  I -  I -  1 - 1 -

1 TEMPORARY J  -  I - I -  I - 1 - 1 -

ANALYSIS: Attach a separate page f o r  ana lys is .

Prepared By: Mary E l len  Fr/ank/Bob E l l i o t t  //___  Phone: 465-2174
D iv is ion :  Revenue -.Research Sect^3n\ / /  * Date: 3/18/85
Approved by ( /  U  - Date:  (  f a

D is t r ibu t ion  (by Agency prepar lng^-ffscal note ) :
Leg is la t ive  Finance 
Leg is la t ive  Sponsor 
Reques Lo r
Off ice o f Management and Budget 
Impacted Agency(les)



FISCAL NOTE SB 196 
ATTACHMENT

Estimates r e f l e c t  the amount exceeding 5% 1n the Undistr ibuted Income 
Account (UIA) which 1s annual ly t rans fe r red to the p r inc ipa l  o f the 
Permanent Fund. Since the proposed b i l l  el iminates the exclus ion o f UIA 
in te re s t  earnings f o r  i n f l a t i o n  proofing there w i l l  not be a s h o r t f a l l  1 
I n f l a t i o n  proo f ing fo r  FY 1996 -  2000 (p rev ious ly  p ro jected at  $423.4 
m i l l i o n  1f use of UIA In te re s t  earnings 1s In te rp re ted to be r e s t r i c t i v e
Fiscal Note estimates were based on the January 1985 revenue p ro jec t ions  
(30% c a s e ) .
At times, the Department of Revenue and the Alaska Permanent Fund 
Corporation may d i f f e r  as to the estimated f i s c a l  impacts of 
l e g i s l a t i o n .  D i f ferences a r i s e  because each employs a d i f f e r e n t  set of 
Investment assumptions. Consequently, p ro jec t ions depicting net income, 
I n f l a t i o n  proofing amounts and dividend t rans fe r s  may l i k e l y  vary.
Furthermore, while the Department of Revenue 1s s t r i c t l y  concerned with 
accurate ly fo recast ing to ta l  revenues, the Permanent Fund Corporat ion , 
with I t s  t ru s t  fund management r e s p o n s ib i l i t i e s ,  has estab l ished I t s  
assumptions to measure Investment returns 1n accordance with standards 
developed f o r  f id u c ia r i e s .  There fore ,  the Permanent Fund Corporat ion 's 
assumptions w i l l  f requent ly  and app rop r ia te ly  y ie ld  more conservat ive 
investment r e s u l t s .



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

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

March 19, 1985

The Honorable Don Bennett
Senate President j
Alaska State Leg is la tu re  
Pouch V
Juneau, AK 99811 
Dear Senator Bennett:
The Trustees o f  the Alaska Permanent Fund Corporation wish to go on record in 
support o f  House B i l l  No. 28 and Senate B i l l  No. 195.
We are charged with the r e s p o n s ib i l i t y  f o r  managing and invest ing the assets o f
the Fund. Our goa l ,  as spec i f ied  in Alaska Statute 3 7 .1 3 .0 2 0 ,  i s  " to  maintain
sa fe ty  o f  p r inc ipa l  while maximizing t o t a l  r e tu rn . "
Conserving the value o f  the Fund is  not on ly our goa l ,  i t  is  a l s o  our f id u c ia ry
ob l iga t ion  as t ru s tees .  Thus, we endorse l e g i s l a t i o n ,  as embodied in the
aforementioned b i l l s ,  which would v i r t u a l l y  insure that the Fund w i l l  maintain 
i t s  rea l value over time against the e f f e c t s  o f  i n f l a t i o n .
Evcept f o r  our in te re s t  in " i n f l a t i o n - p r o o f i n g " ,  the Trustees remain neutra l on 
a..y other uses o f  the earnings . A l l  decis ions about how to dispose o f  the real 
earnings o f  the Fund belong to the owners o f  the Fund — the pub l ic ,  and i t s  
e lected representa t ives .
The Trustees request that you spread th i s  l e t t e r  in the Journal f o r  the 
info rmation o f  a l l  the members.

"Arnold Espe, Chairman 
Board o f  Trustees
AE: JK:bm



SECTIONAL ANALYSIS ON SENATE BILL 196

A n  A c t  r e l a t i n g  t o  t h e  m e t h o d s  a n d  p r o c e d u r e s  u s e d  t o  
r e t u r n  A l a s k a  p e r m a n e n t  f u n d  i n c o m e  t o  p r i n c i p a l  t o  o f f s e t  
t h e  e f f e c t  o f  i n f l a t i o n  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e

S e c t i o n  1

T h i s  s e c t i o n  a m e n d s  t h e  c h a p t e r  o f  t h e  s t a t u t e s  h a v i n g  t o  
d o  w i t h  D i s p o s i t i o n  o f  I n c o m e  o f  t h e  A l a s k a  P e r m a n e n t  F u n d .  
I t  r e t a i n s  c u r r e n t  l a w  t h a t  r e q u i r e s  t r a n s f e r r i n g  a p o r t i o n  
o f  t h e  n e t  i n c o m e  o f  t h e  P e r m a n e n t  F u n d  i n  a n  a m o u n t  
s u f f i c i e n t  t o  o f f s e t  t h e  e f f e c t  o f  i n f l a t i o n .  A f t e r  
d e d u c t i n g  t h e  a m o u n t  n e c e s s a r y  t o  o f f s e t  i n f l a t i o n ,  t h e  
c o m m i s s i o n e r  s h a l l  d e p o s i t  i f  p o s s i b l e ,  5 0 %  o f  n e t  i n c o m e  
i n t o  t h e  d i s t r i b u t i o n  a c c o u n t .  A n y  r e m a i n i n g  b a l a n c e  s h a l l  
b e  d e p o s i t e d  i n t o  t h e  U n d i s t r i b u t e d  I n c o m e  A c c o u n t .

I f  t h e  a n o i n t  i n  t h e  U n d i s t r i b u t e d  I n c o m e  A c c o u n t  e x c e e d s  
a n  a m o u n t  e q u a l  t o  5 %  o f  t h e  p r i n c i p a l  i n  t h e  P e r m a n e n t  
F u n d ,  t h a t  e x c e s s  s h a l l  b e  d e p o s i t e d  i n t o  t h e  P e r m a n e n t  
F u n d .

S e c t i o n  2

A m e n d s  c u r r e n t  l a w  r e l a t i n g  t o  t h e  P e r m a n e n t  F u n d  
D i v i d e n d  P r o g r a m .  U n d e r  c u r r e n t  l a w ,  t h e  c o m m i s s i o n e r  
s h a l l  d e p o s i t  5 0 %  o f  t h e  n e t  i n c o m e  o f  t h e  P e r m a n e n t  F u n d  
i n t o  t h e  d i s t r i b u t i o n  a c c o u n t .  T h e  c h a n g e  i n  t h i s  s e c t i o n  
a d d s  t h e  s t i p u l a t i o n  " i f  p o s s i b l e " .

S e c t i o n  3

E f f e c t i v e  d a t e  o f  J u n e  30, 1 9 8 5 .



In t r o d u c e d :  2 / 2 7 / 8 5
R e f e r r e d :  F i n a n c e

BY RODEY, KELLY
1 IN THE SENATE AND V. VISCHER

2 SENATE BILL NO. 196

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the methods and procedures used

7 to return Alaska permanent fund income to principal

8 to offset the effect of inflation; and providing for

9 an effective date."

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

11 * Section 1. AS 37.13.145 is repealed and reenacted to x'ead:

12 Sec. 37.13.145. DISPOSITION OF INCOME. (a) At the end of each

13 fiscal year, an amount sufficient to offset the effect of inflation on

14 principal of the Alaska permanent fund during that year, as measured

15 by a nationally recognised index, shall be transferred from net income

16 as defined in AS 37.13.140 to the principal of the Alaska permanent

17 fund for reinvestment.

18 (b) From the net income remaining after the transfer under (a)

19 of this section, the commissioner of revenue shall transfer the amount

20 required to be transferred to the dividend fund under AS 43.23.045(b).

21 (c) The balance of the net income remaining after the transfer

22 under (b) of this section shall be transferred to the undistributed

23 income account in the Alaska permanent fund.

24 (d) At the end of each fiscal year, funds in the undistributed

25 income account exceeding an amount equal to five percent of the prin-

26 cipal of the Alaska permanent fund shall be transferred to the princi-

27 pal of the Alaska permanent fund for reinvestment. Funds remaining in

28 the undistributed income account shall be invested in investments

29 authorized under AS 37.13.120.

-1- SB 196



1 * Sec. A S  4 3 . 2 3 . 0 4 5 ( b )  is a m e n d e d  to read:

2 (b) E a c h  [ N O T W I T H S T A N D I N G  A N Y  C O N T R A R Y  P R O V I S I O N  O P  LAW, EACH]

3 y e a r , a f t e r  t he t r a n s f e r  to t he p r i n c i p a l  of the A l a s k a  p e r m a n e n t  fond

4 r e q u i r e d  by  AS  3 7 . 1 3 . 1 4 5  h as b e e n  m a d e ,  t he c o m m i s s i o n e r  s h a l l , if

5 p o s s i b l e , t r a n s f e r  to the d i v i d e n d  f u n d  50 pfcrcene of the i n c o m e  of

6 t he A l a s k a  p e r m a n e n t  f u n d  t hat h a s  b e e n  e a r n e d  d u r i n g  t he f i s c a l  y e a r

7 e n d i n g  o n  J u n e  30 of t h e  c u r r e n t  y e a r  a n d  t h a t  is a v a i l a b l e  f o r  d is-

8 t r i b u t i o n  u n d e r  AS 3 7 . 1 3 . 1 4 0 .

9 * Sec. 3. T h i s  A c t  t a k e s  e f f e c t  J u n e  30, 1985.

SB 196 -2-




