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IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 346 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE -  SECOND SESSION

A BILL

For an Act ent i t led :  "An Act relat ing  to the income of  the Alaska perma­

nent fund; and providing for an e f f e c t i v e  date . "

BE 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 f i s c a l  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] f i s c a l  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 

f i s c a l  year,  in order [AN AMOUNT SUFFICIENT] to help o f f s e t  the e f f e c t  

of  inf la t io n  on principal  o f  the Alaska permanent fund during that 

year,  50 percent of  the income avai lable  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 ALASKA PERMANENT 

FUND,] to the principal  o f  the Alaska permanent fund for reinvestment. 

The balance of  the [NET] income avai lable  for distribut ion under [AS 

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

O r i g i n a l  s p o n so r s :  H a l f o r d ,  K e r t t u l a ,
F a i k s  , e t  a l

-1- CSSB 3 4 6 ( F i n )



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 e f fe c t  July 1, 1986.

CSSB 3 46 (F i n ) - 2 -



SECTIONAL ANALYSIS OF SENATE BILL 346

A n  A c t  r e l a t i n g  t o  t h e  in 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  

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

A m e n d s  C h a p t e r  1 3  o f  T i t l e  3 7  h a v i n g  t o  d o  w i t h  in 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 .  C u r r e n t l y ,  in c o m e  a v a i l a b l e  f o r  
d i s t r i b u t i o n  e q u a l s  t h e  a v e r a g e  n e t  in 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  o v e r  t h e  l a s t  f i v e  f i s c a l  y e a r s .  T h i s  b i l l  
w o u l d  c h a n g e  t h a t  d e f i n i t i o n  t o  n e t  in c o m e  o f  t h e  P e r m a n e n t  

F u n d  f o r  t h e  f i s c a l  y e a r  j u s t  e n d e d .  T h i s  c h a n g e  w o u l d  
i n c r e a s e  t h e  a m o u n t  o f  t h e  P e r m a n e n t  F u n d  D i v i d e n d .

S e c t i o n  2

T h i s  s e c t i o n  a m e n d s  S e c t i o n  1 4 5  r e l a t i n g  t o  D i s p o s i t i o n  o f  
I n c o m e .  U n d e r  c u r r e n t  l a w ,  50%  o f  t h e  n e t  in c o m e  o f  t h e  

P e r m a n e n t  F u n d  g o e s  f o r  d i v i d e n d s ,  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  i s  r e q u i r e d  t o  b e  
t r a n s f e r r e d  f r o m  n e t  in c o m e  t o  t h e  p r i n c i p a l  o f  t h e  

P e r m a n e n t  F u n d  a n d  t h e  r e m a i n d e r  g o e s  i n t o  t h e  
u n d i s t r i b u t e d  in c o m e  a c c o u n t .

T h i s  b d l l  w o u l d  a l t e r  t h a t  f o r m u l a  b y  m a n d a t i n g  t h a t  50%  o f  

n e t  in c o m e  o f  t h e  P e r m a n e n t  F u n d  b e  t r a n s f e r r e d  i n t o  t h e  
p r i n c i p a l  i n  o r d e r  t o  h e l p  o f f s e t  i n f l a t i o n .  T h e  o t h e r  50%  
o f  n e t  in c o m e  w o u l d  g o  t o w a r d s  P e r m a n e n t  F u n d  d i v i d e n d s .

S e c t i o n  3

T h e  e f f e c t i v e  d a t e ’ o f  t h i s  a c t  i s  c o n t i n g e n t  u p o n  t h e  

p a s s a g e  o f  a  b i l l  t h a t  a p p r o p r i a t e s  t h e  u n e x p e n d e d  a n d  

u n o b l i g a t e d  b a l a n c e  o f  t h e  u n d i s t r i b u t e d  in c o m e  a c c o u n t  

i n t o  t h e  P e r m a n e n t  F u n d .
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A L A S K A  S T A T E  C HAM BER O F  COMM ERCE P O S I T IO N  P A P E R  

T h e  P e r m a n e n t  F u n d

T h e  C o r p u s  o r  P r i n c i p a l

I t  i s  t h e  p o s i t i o n  o f  t h e  A l a s k a  S t a t e  C h a m b e r  o f  

C o m m e r c e  t h a t  t h e  p r i n c i p a l  o f  t h e  P e r m a n e n t  F u n d ,  

c u r r e n t l y  w o r t h  s o m e  $ 7 . 0  b i l l i o n ,  i s  t o  b e  i n v e s t e d  a s  
d e t e r m i n e d  b y  t h e  F u n d ' s  t r u s t e e s  a n d  n o t  u s e d  f o r  o t h e r  
p u r p o s e s .  I t  i s  i m p o r t a n t  t o  n o t e  a n y  u s e  o f  t h e  c o r p u s  
o t h e r  t h a n  i n v e s t m e n t  m u s t  b e  b y  c o n s t i t u t i o n a l  
a m e n d m e n t .  S t a t e  w i n d f a l l s  a s  a  r e s u l t  o f  c u r r e n t  

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

U n d i s t r i b u t e d  I n c o m e

B e c a u s e  t h e  F u n d  h a s  m e t  i t s  d u e l  o b l i g a t i o n s  o f  d i v i d e n d  

p a y m e n t s  a n d  i n f l a t i o n  p r o o f i n g ,  a p p r o x i m a t e l y  o n e  
b i l l i o n  d o l l a r s  i n  " u n d i s t r i b u t e d  in c o m e "  w i l l  e x i s t  i n  

t h e  F u n d  b y  J u n e  3 0 ,  1 9 8 6 .  I t  i s  t h e  p o s i t i o n  o f  t h e  
A S C C  t h a t  t h e  e n t i r e  u n d i s t r i b u t e d  in c o m e  s h o u l d  b e  

t r a n s f e r r e d  t o  t h e  c o r p u s  t o  p r o t e c t  i t  f r o m  c u r r e n t  
e x p e n d i t u r e .

A d o p t e d  b y  t h e  E x e c u t i v e  C o m m it t e e  o f  t h e  A l a s k a  S t a t e  

C h a m b e r  o f  C o m m e r c e , J a n u a r y  1 0 ,  1 9 8 6 .

\
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F i gur e 2 

PERMANENT FUND OPERATION 
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PERMANENT FUND
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A c t u a l  I n f l a t i o n  
t o  P r i n c i p a l

B a l a n c e  t o  U n d i s t r i b u t e d  
In c o m e  A c c o u n t  ( A v a i l a b l e  

f o r  I n f l a t i o n  P r o o f i n g  
o r  D i v i d e n d  S h o r t f a l l )
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1 / 2

D i v i d e n d
1 / 2

I n f l a t i o n

4 IN C O M E  
*

*

1 / 2  5 Y e a r  A v e r a g e  

t o  D i v i d e n d s .

P LU S

S u r p l u s  i f  a n y .
*

*

A c t u a l  I n f l a t i o n

P O L IC Y  Q U E S T IO N S

1 .  D o w e w a n t  t o  c r e a t e  a n o t h e r
f u n d ?

2 .  S h o u l d  D i v i d e n d s  o r  I n f l a t i o n  
P r o o f i n g  b e  t h e  p r i o r i t y  o r  
s h o u l d  t h e y  b e  e q u a l ?

3 .  S h o u l d  D i v i d e n d s  b e  c o m p u t e d  o n  
a n  a n n u a l  b a s i s ?

4 j u l d  D i v i d e n d s  b e  c o m p u t e d  
i n g  a  f i v e  y e a r  a v e r a g e ?

3 IN C O M E  

$

$

$

A c t u a l  I n f l a t i o n  R a t e  
t o  P r i n c i p a l  

$

$

$

D i v i d e n d s  a t  1 / 2  
5 y e a r  a v e r a g e  

$

$

$

B a la n c e  t o  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  ( a v a i l a b l e  

f o r  D i v i d e n d  S h o r t f a l l )

U n d i s t r i b u t e d  In c o m e  A c c o u n t  B a l a n c e  
x n y e r  5% o f  P r i n c i p a l  D e p o s i t e d  t o  

- P r i n c i p a l  o f  P e r m a n e n t  F u n d



D E D IC A T E D  D IS T R IB U T IO N S  A C T U A L
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A S S U M P T IO N S

30%  C a s e  F o r e c a s t  -  D e c e m b e r  1 9 8 5  

25% P r e - 1 9 8 0  C o n t r i b u t i o n  R a t e  
50%  P o s t - 1 9 7 9  C o n t r i b u t i o n  R a t e  

' 3 . 2 0 %  I n f l a t i o n  F Y 8 6  

1 0 . 4 2 %  R e t u r n  F Y 8 6  
6% I n f l a t i o n  R a t e  F Y 8 7 - F Y 0 5  
9% A v e r a g e  R e t u r n  F Y 8 7 - F Y 0 5



FINANCIAL PROJECTIONS AS OF 11/30/85 
(in nil 1 ions)

PRINCIPAL INCOME ASSETS
Distributions Reserves

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 1/

Dedicated Inflation ---------- --------- . . . . . . --- --- -----
FY Begin Appro- State Inflation FY End Proofing Net Inflation Add FY End FY End

FY Balance priationsRevenues* Proofing Balance Shortfall Incone Dividends Proofing (Delete) Balance Balance

78 54.4 54.4 1.8 55.0
79 54.4 34.1 138.5 8.0 140.5
80 138.5 344.4 .3 483.2 32.4 11.8 .3 502.9
81 483.2 900.0 385.1 .2 1,768.5 149.9 27.5 .2 58.7 58.7 1,874.6
82 1,768.5 800.0 400.5 2,969.0 368.4 71.1 185.1 243.8 3,301.7
83 2,969.0 400.0 421.0 231.2 4,021.2 471.1 107.9 231.2 110.0 353.8 4,593.0
84 4,021.2 300.0 366.2 150.9 4,838.3 529.5 175.0 150.9 203.6 557.4 5,530.8
85 4,838.3 300.0 368.0 234.6 5,740.9 657.8 217.3 234.6 205.9 763.3 6,722.9

86 5,740.9 356.7 195.1 6,292.7 734.7 276.2 195.1 263.4 1,026.7 7,595.6

87 6,292.7 296.4 395.3 6,984.4 703.8 309.7 395.3 ( 1.2) 1,025.5 8,319.6
88 6,984.4 271.6 435.4 7,691.4 767.7 339.4 435.4 ( 7.1) 1,013.4 9,049.2
89 7,691.4 266.2 477.5 8,435.1 833.4 369.7 477.5 ( 13.8) 1,004.6 9,809.4
90 8,435.1 255.9 521.5 9,212.5 901.7 394.1 521.5 ( 13.9) 990.7 10,597.3
91 9,212.5 251.0 567.8 10,031.3 973.4 418.0 567.8 ( 12.4) 978.3 11,427.6
92 10,031.3 249.6 616.9 10,897.8 1,049.3 452.6 616.9 ( 20.2) 958.1 12,308.5
93 10,897.8 251.6 669.0 11,818.4 1,129.2 488.7 669.0 ( 28.5) 929.6 13,235.7
94 11,818.4 249.9 724.1 12,792.4 1,213.2 526.7 724.1 ( 37.6) 892.0 14.211.1
95 12,792.4 247.7 782.4 13,822.5 1,301.3 566.6 782.4 ( 47.7) 844.3 15,233.4
96 13,822.5 237.9 843.6 14,904.0 1,393.4 608.6 843.6 ( 58.8) 785.5 16,298.1
97 14,904.0 235.6 908.4 16,048.0 1,489.7 652.7 908.4 ( 71.4) 714.1 17,414.8
98 16,048.0 224.9 976.4 17,249.3 1,590.3 698.8 976.4 ( 84.9) 629.2 18,577.3
99 17,249.3 157.3 1,044.4 18,451.0 1,692.3 746.7 1,044.4 ( 98.8) 530.4 19,728.1
0 18,451.0 83.0 1,112.3 19,651.3 1,793.0 795.9 1,112.3 ( 115.2) 415.2 20,862.4i* 19,651.3 48.3 1,182.0 20,881.6 1,893.4 845.9 1,182.0 ( 134.5) 280.7 22,008.2
2 20,881.6 54.0 1,256.1 22,191.7 1,996.9 896.6 1,256.1 ( 155.8) 124.9 23,213.2
3 22,191.7 59.7 1,282.7 23,534.1 52.4 2,106.0 948.2 1,282.7 ( 124.9) 24,482.3
4 23,534.1 63.9 1,219.9 24,817.9 196.0 2,220.9 1,001.0 1,219.9 25,818.9
5 24,817.9 71.2 1,286.3 26,175.4 207.0 2,342.2 1,055.9 1,286.3 27,231.3

ASSUMPTIONS

305 Case Forecast - Decesber 1935 
255 Pre-1980 Contribution Rate 
505 Post-1979 Contribution Rate 

3.205 Inflation FY86 
10.425 Return FY86

65 Average Inflation FY87-FY05 
95 Average Return FY87-FY05

'SOURCE: Alaska Departcent of Revenue
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N i n t h  L e g i s l a t i v e  Da y

C h a p l a i n :  P a s t o r  K e n n e t h  Y a t e s  o f  t he C h u r c h  o f  G o d

C I T A T I O N S

H o n o r i n g  E t h e l  L u n d  
by R e p r e s e n t a t i v e s  D u n c a n ,  M.M. M i l l e r ,  H e r r m a n n ,  T a y l o r  a n d  Goll; 
S e n a t o r s  R ay a n d  E l i a s o n

H o n o r i n g  - A n c h o r a g e  T a x i  A s s o c i a t i o n  
by R e p r e s e n t a t i v e s  G r u e n b e r g  a n d  R i e g e r ;
S e n a t o r s  S t u r g u l e w s k i , A b o o d  a n d  H a l f o r d

In M e m o r i a m  B a r b a r a  B e r g e r  
by S e n a t o r  J o s e p h s o n

P u b l i c a t i o n  N o t i c e

H o n o r i n g  - M a r g y  J o h n s o n  b y  R e p r e s e n t a t i v e s  S z y m a n s k i , C a t o  a nd 
H a n l e y ;  S e n a t o r  K e r t t u l a

In M e m o r i a m  - R o b e r t  H a c k ,  Sr. b y  S e n a t o r  Z h a r o f f  a n d  R e p r e s e n t a t i v e  
H e r r m a n n

In M e m o r i a m  - F o r b e s  L. B a k e r  b y  S e n a t o r s  B e n n e t t  a n d  C o g h i l l  

In M e m o r i a m  - P a u l  G r c i m a n n ,  Sr. b y  S e n a t o r s  B e n n e t t  a n d  C o g h i l l

JbEttate Calendar
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I n t r o d u c e d :  1/16/86
R e f e r r e d :  F i n a n c e

BY H A L F O R D ,  K E R T T U L A ,  F A IKS, 
S T U R G U L E W S K I , V. F I S C H E R ,

IV T H E  S E N A T E  E L I A S O N  A N D  B E N N E T T

S E N A T E  B I L L  NO. 346 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  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  - S E C O N D  S E S S I O N  

A  B I L L

F o r  an  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to the i n c o m e  of the A l a s k a  p e r m a­

nent  fund; a n d  p r o v i d i n g  fo r  an e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A :

* S e c t i o n  1. AS 3 7 . 1 3 . 1 4 0  is a m e n d e d  to read:

Sec. 3 7 . 1 3 . 1 4 0 .  I N C OME. N e t  i n c o m e  of  t he c o r p o r a t i o n  s h a l l  

[MUST] be c o m p u t e d  a n n u a l l y  as of the last d a y  of the f i s c a l  y e a r  in 

a c c o r d a n c e  w i t h  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s ,  e x c l u d i n g  

any u n r e a l i z e d  g a i n s  o r  losses. I n c o m e  a v a i l a b l e  f or d i s t r i b u t i o n  

e q u a l s  the [ A V E RAGE] net i n c o m e  of the c o r p o r a t i o n  for the [ L AST F I V E  

F I S C A L  Y E A R S ,  I N C L U D I N G  THE] f i s c a l  y e a r  j ust e n d e d  [, B U T  M A Y  N O T  

E X C E E D  N E T  I N C O M E  O F  T H E  C O R P O R A T I O N  F O R  T H E  F I S C A L  Y E A R  J U S T  E N D E D  

P LUS t h e  B A L A N C E  IN 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  D E S C R I B E D  IN  

A S  3 7 . 1 3 . 1 4 5 ] .

* Sec. 2. AS  3 7 . 1 3 . 1 4 5  is a m e n d e d  to read:

Sec. 3 7 . 1 3 . 1 4 5 .  D I S P O S I T I O N  O F  I N C OME. At: t he e n d  of e a c h

f i s c a l  year, in o r d e r  [AN A'.JUNT S U F F I C I E N T ]  to h e l p  o f f s e t  the e f f e c t  

of i n f l a t i o n  on  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  f u n d  d u r i n g  that 

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

AS 3 7 . 1 3 . 1 4 0 [AS M E A S U R E D  B Y  A  N A T I O N A L L Y  R E C O G N I Z E D  I N D E X , ]  s h a l l  be 

t r a n s f e r r e d  [ F R O M  N ET I N C O M E  AS D E F I N E D  IN AS 3 7 . 1 3 . 1 4 0 ,  E X C L U D I N G  

I N C O M E  ON 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  IN T H E  A L A t K A  P E R M A N E N T  

F U N D , ]  to the 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  f und for r e i n v e s t m e n t .  

T h e  b a l a n c e  of the [NET] i n c o m e  a v a i l a b " ; f o r  d i s t r i b u t i o n  u n d e r  [AS 

D E F I N E D  IN] AS  3 7 . 1 3 . 1 40 s h a l l  be t r a n s f e r r e d  to the d i v i d e n d  f u n d

-1- SB 346
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1 e s t a b l i s h e d  u n d e r  A S  4 3 . 2 3 . 0 4 5  [ 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 N  T H E

2 A L A S K A  P E R M A N E N T  FUND. M O N E Y  IN 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

3 S H A L L  BE  I N V E S T E D  IN  I N V E S T M E N T S  A U T H O R I Z E D  U N D E R  A S  3 7 . 1 3 . 1 2 0 .

4 I N C O M E  F R O M  T H E  I N V E S T M E N T  O F  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

5 B E  T R E A T E D  A S  A N  A D D I T I O N  T O  T H A T  A C C O U N T ] .

6 *  Sec. 3. T h i s  A c t  t a k e s  e f f e c t  o n  t h e  e f f e c t i v e  d a t e  of a n  A c t

7 p r i a t i n g  the u n e x p e n d e d  a nd u n o b l i g a t e d  b a l a n c e  o f  the u n d i s t r i b u t e d

8 a c c o u n t  in the A l a s k a  p e r m a n e n t  f u n d  to t he p r i n c i p a l  of  the A l a s k a

9 n e n t  fund.

S H A L L

a p p r o -

inconie

p e r m a -

SB 346 -2-




