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PART-TIME
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2/18/86y j
Original sponsors: Halford, Kerttula,
Faiks , et al
IN THE SEN\ATE By THE FINANCE COVMITTEE
CS KR SENATE BILL. NO 346 (Finance)
IN THE LEGISLATURE OF THE STATE OG- ALASKA
FOURTEENTH LEGISLATURE - SEOOND SESSION
A BILL
For an Act entitled: "An Act relating to the income of the Alaska perma-

nent fund; and providing for an effective date.”
BE IT BENACTED BY THE LEGISLATURE CF THE STATE GF ALASKA:
* Section 1. AS 37.13.140 is amended to read:

Sec, 37.13.140. INCOVE Net income of the corporation shall
[MUST] be computed annually as of the last day of the fiscal year in
accordance with generally accepted accounting principles, excluding
any unrealized gains or losses. Income available for distribution
equals the [AVERAGE] net income of the corporation for the [LAST FIVE
FISCAL YEARS, INCLUDING THE] fiscal year just ended [, BJT MAY NOT
BEXCEHD NEI INCOVE O THE OCORPCRATION FCR THE FISCAL YEAR JUST HB\CHED
PLLS THE BALANCE IN THE UNDISTRIBUTED INCOVE ACCOUNT DESCRIBED IN
AS 37.13. 145] .

* Sec. 2. AS 37.13.145 is amended to read:

Sec. 37.13.145. DISPOSITION G- INCOVE At the end of each
fiscal year, in order [AN AMONT SUFFICIENT] to help offset the effect
of inflation on principal of the Alaska permanent fund during that
year, 50 percent of the income available for distribution under
AS 37.13.140 [AS MEASURED By A NATIONALLY RECOGNIZED INDEX] shall be
transferred [FROM NET INCOVE AS DEHRINED IN AS 37.13.140, BEXCLUDING
INCOVE ON THE UNDISTRIBUTED INCOMVE ACCOUNT IN THE ALASKA PERVANENT
FUND] to the principal of the Alaska permanent fund for reinvestment.
The balance of the [NET] income available for distribution under [AS
DEANED IN] AS 37.13.140 shall be transferred to the dividend fund

-1- CSSB 346(Fin)



established under AS 43.23.045 [UNDISTRIBUTED INCOVE ACCOUNT IN THE
ALASKA PERVANENT HFUND MONEY IN THE UNDISTRIBUTED INCOMVE AGCCOUNT
SHALL B= INVESTED IN  INVESTVENTS AUTHORIZED UNCER AS 37.13.120,
INGOVE ARCM THE INVESTIVENT G- THE UNDISTRIBUTED INCOME ACOOUNT SHALL
BE TREATED AS AN ADDITION TO THAT ACCOUNT].

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

CSSB 346(Fin) -2-



SECTIONAL ANALYSIS OF SENATE BILL 346

An Act relating to the income of the Alaska permanent fund
and providing for an effective date

Section 1

Amends Chapter 13 of Title 37 having to do with income of
the Alaska Permanent Fund. Currently, income available for
distribution equals the average net income of the Alaska
Permanent Fund over the last five fiscal years. This b ill
would change that definition to net income of the Permanent
Fund for the fiscal year just ended. This change would
increase the amount of the Permanent Fund Dividend.

Section 2

This section amends Section 145 relating to Disposition of
Income. Under current law, 50% of the net income of the
Permanent Fund goes for dividends, an amount su fficient to
offset the effect of inflation is required to be
transferred from net income to the principal of the
Permanent Fund and the remainder goes into the
undistributed income account.

This bdll would alter that formula by mandating that 50% of
net income of the Permanent Fund be transferred into the
principal in order to help offset inflation. The other 50%
of net income would go towards Permanent Fund dividends.

Section 3

The effective date’ of this act is contingent upon the
passage of a b ill that appropriates the unexpended and
unobligated balance of the undistributed income account
into the Permanent Fund.
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ALASKA STATE CHAMBER OF COMMERCE POSITION PAPER
The Permanent Fund

The Corpus or Principal

It is the position of the Alaska State Chamber of
Commerce that the principal of the Permanent Fund,

currently worth some $7.0 billion, is to be invested as
determined by the Fund's trustees and not used for other
purposes. It is important to note any use of the corpus
other than investment must be by constitutional
amendment. State windfalls as a result of current

litigation should be placed in the principal.

Undistributed Income

Because the Fund has met its duel obligations of dividend
payments and inflation proofing, approximately one

b illion dollars in "undistributed income"™ w ill exist in
the Fund by June 30, 1986. It is the position of the
ASCC that the entire undistributed income should be
transferred to the corpus to protect it from current
expenditure.

Adopted by the Executive Committee of the Alaska State
Chamber of Commerce, January 10, 1986.
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PERMANENT

1 INCOME

1/2 5yr Average
*
&
Actual Inflation
to Principal
Balance to Undistributed

Income Account (Available
Inflation Proofing
Dividend S hortfall)

for
or

r
¥ 's
1/2 1/2
Dividend Inflation
3 INCOME
$
$
$
Actual Inflation Rate
to Principal
$
$
$
Dividends at 1/2
5 year average
$
$
$
Balance to Undistributed

Income Account (available
for Dividend S hortfall)
Undistributed Income Account
xnyer 5% of Principal Deposited
-Principal of Permanent Fund

Balance
to

FUND

4 INCOME

*

*
1/2 5 Year Average
to Dividends.
PLUS

Surplus if any.
*

*

Actual Inflation

POLICY QUESTIONS

Do we want to create another

fund?

Should Dividends or Inflation
Proofing be the priority or
should they be equal?
Should Dividends be computed on
an annual basis?
juld Dividends be computed
ing a five year average?



DEDICATED DISTRIBUTIONS ACTUAL

FY BEGIN APPRO- STATE NET INFLATION INFLATION FY END

FY BALANCE PRIATION REVENUES INCOME "IVIDENDS PROOFING COSTS + /- BALANCE

78 54 .4 1.8 54 .4
79 54 .4 84.:1 8.0 138. 5
80 138.5 344.4 32.4 11. 8 .3 .3 483 .2
81 483.2 900.0 385.1 149.9 27.5 .2 .2 1768.5
82 1768.5 800. 0 400.5 368.4 71.1 2969.0
83 2969.0 400. 0 421.0 471.1 107.9 231.2 231.2 4021.2
84 4021.2 300. 0 366.2 529.5 175. 0 150.9 150.9 4838.3
85 4838.3 300. 0 368.0 657.8 217.3 234.6 234 .6 5740.9
86 5740.9 356.7 734.7 276.2 195. 1 195.1 6292.7
87 6292.7 1026.7 296.4 703.8 309.7 394.1 456.9 ( 62.8 7967.7
88 8009.9 271.6 767,7 339 .4 428.3 496.9 ( 68.6 8621.1
89 8709.8 266.2 833.4 369.7 463.7 538.6 ( 74.9 9299.8
90 9439.7 255.9 901.7 394 .1 507. 6 581.7 ( 74.1 9999.9
91 10203.2 251. 0 973.4 418.0 555.4 627.3 ( 71.9 10728.0
92 11009.6 249.6 1049.3 452.6 596.7 675.6 ( 78.9 11489.0
93 11855.9 251.6 1129.2 488.7 640.5 726.5 ( 86.0 12287.9
94 12748.0 249.9 1213.2 526.7 686.5 779.9 ( 93.4 13122.7
95 13684,4 247.7 1301.3 566.6 734 .7 835.9 ( 101.2 13994.6
96 14666.8 237.9 1393.4 608.6 784.8 894.3 ( 109.5 14897.5
97 15689.5 235.6 1489.7 652.7 837.0 955.5 ( 118.5 15840.6
98 16762.1 224.9 1590.3 698.8 891.5 1019.2 ( 127.7 16817.2
99 17878.5 157.3 1692.3 746.7 945.6 1082.1 ( 136.5 17770.6
00 18981.4 88.0 1793.0 795.9 997.1 1144.2 ( 147.1 18698.0
01 20066.5 48.3 1893.4 845.9 1047.5 1206.9 ( 159.4 19628.5
02 21162.3 54.0 1996.9 896.6 1100.3 1273.0 (172.7 20608.6
03 22316.6 59.7 2105.9 948.2 1157.7 1342.6 ( 184.9 21640.8
04 23534.0 63.9 2220.9 1001.0 1219.9 1415.9 ( 196.0 22725.9
05 24817.8 71.2 2342.2 1055.9 1286.3 1493.3 ( 207.0 23869.6
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ASSUMPTIONS

30% Case Forecast - December 1985
25% Pre-1980 Contribution Rate
50% Post-1979 Contribution Rate
'3.20% Inflation FY86

10.42% Return FY86

6% Inflation Rate FY87-FYO5

9% Average Return FY87-FYO5
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FY Begin

544
1385
483.2

1,768.5
2,969.0
4,021.2
4,838.3

5,740.9

6,292.7

6,984.4

7,691.4

84351

9,212.5
10,0313
10,897.8
11,8184
12,792.4
13,8225
14,904.0
16,048.0
17,249.3
18,451.0
19,651.3
20,881.6
22,1917
23534.1
248179

ALASKA PERMANENT

PRINCIPAL

Dedicated

Appro-  State

544
341
3444 3
900.0 385.1 2
800.0 400.5
400.0 4210 2312
300.0 366.2 150.9
300.0 368.0 2346
356.7 1951
296.4 3953
2716 4354
266.2 4715
255.9 5215
2510 567.8
249.6 616.9
2516 669.0
2499 7241
2477 7824
2379 843.6
2356 908.4
2249 976.4
1573 1,044.4
830 11123
483 1,182.0
540 1,256.1
59.7 11,2827
639 1,2199
712 1,286.3
ASSUVPTIONS

305 Case Forecast - Decesber 1935

Inflation FY End
Balance priationsRevenues* Proofing Balance Shortfall

54.4
1385
4832

1,768.5
2,969.0
4,021.2
4,838.3
5,740.9

6,292.7

6,984.4

7,691.4

84351

9,2125
10,031.3
10,897.8
11,8184
12,7924
13,822.5
14,904.0
16,048.0
17,249.3
18,451.0
19,651.3
20,881.6
22,191.7
23534.1
248179
26,175.4

255 Pre-1980 Contribution Rate
505 Post-1979 Contribution Rate
3.205 Inflation FY86
10.425 Return FY86
65 Average Inflation FY87-FY05
%5 Average Return FY87-FY05

'SOURCE: Alaska Departcent of Revenue

Inflation
Proofing

524
196.0
2070

FUND CORPORATION

18
8.0
324
149.9
3684
4711
529.5
657.8

7347

703.8

767.7

8334

901.7

9734
1,049.3
1,129.2
1,2132
1,301.3
13934
1,489.7
1,590.3
1,692.3
1,793.0
1,893.4
1,996.9
2,106.0
2,220.9
2,342.2

FINANCIAL PRQIECTIONS AS CF  11/30/85
(in nil lions)

INCOME

Distributions

118
275
711
107.9
175.0
2173

276.2

309.7
3394
369.7
394.1
4180
452.6
488.7
526.7
566.6
608.6
652.7
698.8
746.7
7959
8459
896.6
948.2
1,001.0
1,055.9

Inflation
Incone Dividends Proofing

2312
150.9
2346

1951

395.3
4354
4775
5215
567.8
616.9
669.0
7241
7824
843.6
908.4
976.4
1,044.4
1,112.3
1,182.0
1,256.1
1,282.7
1,219.9
1,286.3

Reserves
A FY End
(Delete) Balance
58.7 58.7
1851 2438
1100 3538
203.6 5574
205.9 763.3
2634 1,026.7
( 12) 1,0255
( 71) 10134
( 13.8) 1,004.6
( 139) 9907
( 124) 9783
( 202) 9581
( 285) 9296
( 37.6) 8920
( 47.7) 8443
( 588) 7855
( 714) 7141
( 849) 6292
( 988) 5304
(1152) 4152
( 1345) 2807
( 155.8) 1249
( 124.9)

FY End
Balance

55.0
140.5
502.9

1,874.6
3,301.7
4,593.0
5,530.8
6,722.9

7,595.6

8,319.6

9,049.2

9,809.4
10,597.3
11,427.6
12,308.5
13,2357
142111
15,2334
16,298.1
17,4148
18,577.3
19,7281
20,862.4
22,008.2
23,213.2
24,482.3
25,818.9
27,2313
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Alaska f£s>tate Hegtelaturc

Jfouctoentt) Utgistfiturc — ;&econti sjeSBion

JbEttate Calendar TUESDAY

January 21, 1986

11:00 a.m.
~Official Suaint3S of tijc Sscnatc

Ninth Legislative Day

Chaplain: Pastor Kenneth Yates of the Church of God

CITATIONS

Honoring Ethel Lund
by Representatives Duncan, M.M. Miller, Herrmann, Taylor and Goll;
Senators Ray and Eliason

Honoring - Anchorage Taxi Association

by Representatives Gruenberg and Rieger;
Senators Sturgulewski, Abood and Halford

In Memoriam Barbara Berger
by Senator Josephson

Publication Notice

Honoring - Margy Johnson by Representatives Szymanski, Cato and
Hanley; Senator Kerttula

In Memoriam - Robert Hack, Sr. by Senator Zharoff and Representative
Herrmann
In Memoriam - Forbes L. Baker by Senators Bennett and Coghill

In Memoriam - Paul Grcimann, Sr. by Senators Bennett and Coghill
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Introduced: 1/16/86

Referred: Finance
BY HALFORD, KERTTULA, FAIKS,
STURGULEWSKI, V. FISCHER,

IV THE SENATE ELIASON AND BENNETT

SENATE BILL NO. 346
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the income of the Alaska perma-—

BE

nent fund; and providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.13.140 is amended to read:

Sec. 37.13.140. INCOME. Net income of the ~corporation shall
[MUST] be computed annually as of the last day of the fiscal year in
accordance with generally accepted accounting principles, excluding
any unrealized gains or losses. Income available for distribution
equals the [AVERAGE] net income of the corporation for the [LAST FIVE
FISCAL YEARS, INCLUDING THE] fiscal year just ended [, BUT MAY NOT
EXCEED NET INCOME OF THE CORPORATION FOR THE FISCAL YEAR JUST ENDED
PLUS the BALANCE IN THE UNDISTRIBUTED INCOME ACCOUNT DESCRIBED IN

AS 37.13.145].

* Sec. 2. AS 37.13.145 is amended to read:

Sec. 37.13.145. DISPOSITION OF INCOME. At: the end of each
fiscal year, 1in order [AN A".JUNT SUFFICIENT] to help offset the effect
of inflation on principal of the Alaska permanent fund during that
year, 50 percent of the income available for distribution under
AS 37.13.140 [AS MEASURED BY A NATIONALLY RECOGNIZED INDEX,] shall be
transferred [FROM NET INCOME AS DEFINED IN AS 37.13.140, EXCLUDING
INCOME ON THE UNDISTRIBUTED INCOME ACCOUNT IN THE ALAtKA PERMANENT
FUND,] to the principal of the Alaska permanent fund for reinvestment.
The balance of the [NET] income availab"™; for distribution under [AS

DEFINED IN] AS 37.13.140 shall be transferred to the dividend fund

-1- SB 346



established under AS 43.23.045 [UNDISTRIBUTED INCOME ACCOUNT IN THE
ALASKA PERMANENT FUND. MONEY IN THE UNDISTRIBUTED INCOME ACCOUNT
SHALL BE INVESTED IN INVESTMENTS AUTHORIZED UNDER AS 37.13.120.
INCOME FROM THE INVESTMENT OF THE UNDISTRIBUTED INCOME ACCOUNT SHALL

BE TREATED AS AN ADDITION TO THAT ACCOUNT].
* Sec. 3. This Act takes effect on the effective date of an Act appro-
priating the unexpended and unobligated balance of the undistributed inconie
account in the Alaska permanent fund to the principal of the Alaska perma-

nent fund.

SB 346 o





