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Alaska State Legislature
House

P.O. BOX V 
State Capitol 

Juneau, Alaska 99811

S T A T E  A F F A I R S  C O M M I T T E E  

H O U S E  J O I N T  R E S O L U T I O N  10 

F I L E  C O N T E N T S

1. H J R  10: P R O P O S I N G  A N  A M E N D M E N T  T O  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  A L A S K A  R E L A T I N G  TO I N C O M E  F R O M  T H E  
P E R M A N E N T  F U N D

2. F I S C A L  N O T E ,  D E P A R T M E N T  O F  R E V E N U E :  --0-
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RECU EST

ST ATE  OF A L A S K A  19 87  L E G I S L A T I V E  S E S S I O N  

F I SC A L  NOTE

Bill Version:____

P ub l i s h  Date:

HJR 1C

R e vi si on  D a t e : __________________

Title P r o p o s i n g  and A m e n d m e n t  to t h e - 

C o n s t i t u t i o n  of the SOA re lating to

A g e n c y  A f f e c t e d : ______

BRU: R es e a r c h

Revenue

income froir.

Sponsor: Mill er,  et.

the P e r m a n e n t  FundaT7 C o m p o n e n t s :

Requestor: S tat e A f fai rs

E XP E N D IT UR E S / R E VE NU E S :  ( Th ous and s of Dollars)

OP E R A TI NG

T F Y  8/ 1 FY 88 I FY 89 I F Y  90 1 FY 91 FY 92

1 1 T T T

PERSONAL S ERV ICE S 1 1 1 1 - ' 1 -

TRAVEL 1 1 - 1 1 1 - -

CO N T R AC TU A L 1 1 1 1 1 -

S UP PLI ES 1 - 1 1 - 1 1 -

E Q U I PM EN T 1 1 1 1 - 1 “ - -

L ANDS & S TR UC T U R E S 1 - 1 1 1 1 -

GRANTS, C L A I M S I 1 : 1 1 -

M IS C E L L A N E O U S 1 - 1 1 1 1 - -

TOTAL OP ER A T I N G 1 - 1 - 1 - 1 1 -

CAPITAL

REVE NUE

FUNDING: (Millions of Dollars)

PF-EDUC.

PF-PRIN.

PF-ERA

GF -PF D

FUND 0
0
0
C

I 0 
(328.5) 

I (40.4)

I 0

388.1

(388.4)

0
(9.2)

374.4
(464,0)

(51.9)

36C.5

(440.4)

0
(81.6)

T  2 67. 8 

(468.2)

I 0
I (57.0)

POSITIONS:

I FULL -TI ME 

I PART-TIME 

I T E M P O R AR Y

I

A N A L Y S I S : A t t a c h  a s epa rat e p age if n ec es sar y 

See attached.

P re pared By: 

Division:

M a r y  E l len  Frank 

R e v e n u e / R e s e a r c h

Phone:

Date:

46 5-2 174

2/18/87

Ap pro ve d by Co mm i s s i o ne r:  Hug h M a l o ne

Agency: D e p a r t m e n t  of Reve nue

Date: 2/19/87

D i s t r i b u ti on  (by A g e n c y  p r e p a r i n g fiscal note) 

Le g i s la ti v e  F ina nce  

L e g i s l a ti ve  S p o n s o r  

R e q u e s t o r

Of f i c e of M a n a g e m e n t  and B u d g e t  

Impact ed Age ncy (ie s)

Sena te S e c r et a r y
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C o n t i n u a t i o n  of Fiscal N o t e / B U l  A n a l y s i s  

HJR 10

1. A s s u m e d  e f f e c t iv e  by end of FY88 and t h e r e f o r e  a f fe ct s 

d i s t r i b u t i o n  of PF e a r n i n g s  for FY88.

2. E f fe ct  on the PF - " E d u c a t i o n  Fund" arul PFD t r a n s f er  1s lagged 

on e fiscal year b eh i n d  eff ec t on fund b a l a n c e  1n the PF to 

r e f l e c t  w h e n  the  c h a n g e  1n a v a i l a b l e  I n c o m e  w o u l d  occur.

3. PF p ri nc ipa l falls b e c a u s e  th ere  1s no m o r e  I n f l a t i o n  p r o o fin g.

4. E f f e c t  on the E a r n i ng s R e s e r v e  A c c o u n t  of the PF 1s r e f l e c t e d  1n 

one yea r only, FY88. The re 1s an e s t i m a t e d  b a l a nc e  1n this 

a c c o u n t  at the end of FY87 of $23 9.5  m i l l i o n  that 1s also 

a v a i l a b l e  for a p p r o p r i a t i o n  but 1s not r e f e rr ed  to 1n this' 

r es o l u tio n.

5. PFD a c c o u n t  falls be cause:

A. PF p r i nc ip al  falls and t h e r e f o r e  PF e a r ni ng s fall;

B. ERA e a r n i n g s  also  used to e nte r c a l c u l a t i o n  of PFD 

a m ou n t  and no longer would.
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HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY
3

P.O. Box Y, Slate Capitol 
Juneau, Alaska 99811-3100 

Mail Stop 3100 
(907) 465-3991

Fe br ua r y  17, 1987

M E M O R A N D U M

TO: R e p r e s e n t a t i v e  Mik e M i l l e r

ATTN: G ene T h e r r i a u l t

FROM: J a y  M oo r  O i l

L e gi s l a t i v e  A n a l y s t

RE: T he  P e r ma ne n t  Fund and th e E ff ect s o f  H o us e  J o i n t  R es ol u t i o n  10

R e se a r c h R eq ues t 87 .1 19

You r eq u e s t e d  a fiscal an aly sis  of  the Pe r m a n en t Fund as it w oul d be 

affe ct ed  by a c o n s tit uti ona l a m en d m e n t (House J o i n t  R es ol u t i on  10). The 

am e n d me nt  w o u l d  split the annual income ea rn ed  on the principal of the 

Pe r m a ne nt  Fund: ha l f  w o u l d be d i s t r i b u t e d  as d i v i d e n d s  to state residents, 

and the res t w o u l d  be av ai la b l e  for funding p r i m a r y  and s e co n d a r y  e d u c a­

tion.

A s s u mi n g  the proposal w ou ld  be put to the vo t e r s in N o v e m b e r  of  1988, the 

e ar l i e st  p o s s i b l e  a p p l i c a t i o n  w oul d a l lo w e ar ni ng s d u ri ng  FY 89 to be 

d e p o s it e d  in the e d u c a t io n fund for a p p r o pr i a t i o n  d u r i n g FY 90. T ab le 1 

s um m a r iz es  the impact of  the a m e n dm en t on the P e r m a n e n t  Fund balance, i n f l a­

tion p roofing, ear nin gs,  and ed uc at i o n  and d i v i d e n d  accounts. The table 

allows c o mp a r i s o n  o f  p e r ma ne nt  fund d i v i d e n d  checks, wi t h  and w i t h o u t  the 
amendment.

In te rp re ta t io n  o f  Tab.e 1
With the p ro po se d  amendment, the b a la nc e  in the P e r m a n e nt  Fund at the 

b e gi n n i n g o f  each fiscal y e a r  (Column A) is p r o j e c t e d  to inc rea se much 

sl o w e r than the b al an c e  as p r o j ec te d wit h no ch an g e s  in the d i s p os i t i o n  of 

e ar n i n gs  (compare Co lum n A with the col umn  to its left). Th e m a j o r  reason 

for the le ss e r  b a l an ce  is that, from FY 90 onward, there w ou ld  be no i n f l a­

ti o n - p r o o f i n g  d e po s i t s (Column C); all e a r n i n gs  w o u l d  go e i t he r to the

^ D a t a  p r o j e c t i o n s  as p r e s en t e d  in T abl e 1 w e r e  d e r i v e d  from Revenue 

S ou rce s FY 8 6 - 8 9 . Ala s k a D ep a r t m e n t  o f Revenue, J a n u a r y  1987, and from 

in fo rm ati on pro vid ed by the sta ff of the A l a s k a  P e r mane nt Fund C o r p o r a­
tion.
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e du cati on account (Column F) or d i v i d e n d  p r o g r a m  (Column G ) . 2 Annual 

c o nt ri bu t i o n s to the P er ma nen t Fund principal (Column B) are assu med  to be 

identical, w i t h or w i t h o u t  the amendment.

Earnings on the Per man ent  Fund principal (Column E) are c al c u l a t e d  ^y 

applying a nine p er cen t rate o f  return to o n e - h a l f  the annual c on t r i bu ti on  

added to the startin g b ala nce  (Column A). As w o u l d  be req uir ed by the 

co ns ti tut ion al amendment, e arn in gs  are e v e n l y split betwe en the e du ca tio n 

fund (Column F) and the d i v i d e n d  p r o g r a m  (Column G) for a p pr op ri a t i on  or 

d i s t r ib u t i o n  in the next fiscal year. A f t e r  s u b t r ac ti ng  the cost of 

d i v i d e n d  p r o g r a m  a d m i n i s t r a t i o n  (Column H), e a r n i ng s d i s t r i b u t a b l e  as 

di v i d en ds  are d i vid ed e q u al ly  among q u a li fi ed  a p p l i c an ts  (Column J). The 

amount of  Perm ane nt Fund d i v i d en d che cks  wit h the ame nd me nt  in place is 

shown in Co lum n K. Di vi de n d  p ro j e c t i o n s  w it h  the Pe rma nen t Fund system 

left u n c h a n g e d app ear  in the c olu mn  to the right o f  C ol um n  K.

C o nc l u s io ns

The p r o j e c te d annual c o n t r i b u t i on  to the e d uc a i i o n  fund wou ld increase from 

S39 0. 6  mi ll i o n  in FY 90, to S 4 6 0 . 9 m il li o n  in FY 2000. By FY 2000, with  the 

a me ndm ent  in place, the bala nce  in the P e r m an en t  Fund a cc oun t is p rojected 

to become 510.3 billion, w h i c h  is about 62 p e r cen t of  the p ro je cte d balance 

under the c u rren t syst em of infla tio n proofing. In 2000, PFD checks are 

p ro jec ted  to b a  about 64 p er cen t of wha t they w o u l d  be if the s ys te m  were 

left unchanged.

* * * *

If you have any additional questions, ple a s e  c o n t a c t  this agency.

A tt a c h m e n t

O
c It is a s s ume d that the r e m a i n d e r  o f  the E arn in gs  R e s e r ve  A c c o un t  (ERA) 

at the end of FY 88 (estimated at 5279.61 m ill io n)  will be tr a n sf er re d  to 

the principal balanc e of the P e r ma ne n t  Fund, and the ERA will no longer 

exist.

This assum es that annual c o n t r i b u t i o n s  to the P e r m an e n t  Fund are spread 

ev en ly  th rou gh ou t  each fiscal year.

4The l a ng ua g e  of the pr opo sed  am e n d m en t a ppe ars  to ne g a t e  the use of a 

"smo oth ing " formula for c al c u l a t i n g  d i s t r i b u t a b l e  ear nin gs (see Ala ska  

S ta t u t e 3 7.13.140). The as sum pt io n  on w h i c h  T ab l e  1 is based is that 

o n e - h al f  of  the annual Perm ane nt Fund income will be d i s t r i b u t e d  as the 

next y e a r ' s  dividends, and the rest of the income shall be d e p o s it ed  in 

the e d u c at i o n  account.

5A 1 1 d o l l a r  amounts in this report are nominal (not a dju ste d for i n f l a­

tion).



TABLE 1

The E f f e c t  o f  HJR 10 on the  Permanent Fund

PF as i s : A B C D E F G H I J K PFD as is :
: is c a l S ta r t in g S ta r t in g C o n t r i ­ I n f la t io n F in a l E a rn in g s E d u ca t io n D iv id e n d PF D iv id e n d D is t r i b u t e d PF D iv id e n d Each  PF Each  PF
Year B a la n ce B a la n ce b u tio n s P ro o fin g B a lan ce 9.00% Funding Program A d m in is tra t io n as D iv id e n d s A p p l ica n ts D iv id e n d D iv id e n d

t$ m il] [$ m il] [$ m il] [$ m il] [S m il] [$ m il] [$ m il] [$ m il] 1$ m il] [$ m il] [000*s] [$ 's ] [$ 'S ]

1988 7 ,844.4 7 ,8 4 4 .4 138.0 338.5 8 ,320 .9 797.6 n/a 363.0 8.1 354.9 527.2 673.30 673.30
1989 8 ,3 2 0 .9 8 ,6 0 0 .5 160.8 0 .0 8 ,761.3 781.3 n/a 397.3 8.4 388.9 525.8 739.52 739.52
1990 8 ,870.1 8 ,7 6 1 .3 168.2 0.0 8 ,929.5 796.1 390.6 390.6 8 .8 381.8 528.1 723.12 790.65
1991 9 ,4 5 2 .3 8 ,9 2 9 .5 163.5 0.0 9 ,093.0 811.0 398.0 398.0 9 .2 388.8 530.3 733.31 816.42
1992 10,056.2 9 ,0 9 3 .0 166.6 0.0 9 ,25 9 .6 825.9 405.5 405.5 9 .6 395.9 532.5 743.52 779.58
1993 10,691.0 9 ,2 5 9 .6 167.2 0.0 9 ,426.8 840.9 412.9 412.9 10.1 402.9 534.6 753.60 801.06
1994 11,391.3 9 ,4 2 6 .8 159.0 0.0 9 ,58 5.8 855.6 420.4 420.4 10.6 409.9 536.8 763.56 843.73
1995 12,154.4 9 ,5 8 5 .8 154.2 0.0 9 ,74 0.0 869.7 427.8 427.8 11.1 416.6 538.9 773.08 897.88
1996 12,952.3 9 ,7 4 0 .0 147.7 0.0 9 ,88 7.7 883.2 434.8 434.8 11.7 423.1 541.1 781.88 965.14
1997 13,785.1 9 ,8 8 7 .7 145.7 0.0 10,033.3 896.4 441.6 441.6 12.3 429.3 543.3 790.11 1,037.30
1993 14,659.3 10,033.3 141.5 0.0 10,174.8 909.4 448.2 448.2 13.0 435.2 545.5 797.81 1,113.75
1999 15,570.2 10,174 .8 137.0 0.0 10,311.8 921.9 454.7 454.7 13.7 441.0 547.8 805.10 1,185.68
2000 16,506.5 10,311.8 130.2 0 .0 10,442.0 933.9 460.9 460.9 14.4 446.5 550.0 811.90 1,260.56

S o u rce : Revenue S o u r ce s ,  FY 86-89, Departm ent o f  Revenue, January  1987; In fo rm a tio n  p ro v id ed  by A laska  Permanent Fund C o rp o ra t io n  s t a f f .

N otes: 1. The  s t a r t i n g  b a la n ce  f o r  FY 89 in c lu d e s  th e  e s tim a te d  E a rn in g s  R eserve  Ai-count ba la n ce  o f  $279.61 m i l l i o n .

2. The money r e q u ir e d  fo r  i n f l a t i o n  p ro o f in g  (Colum n C )  comes from  c u r r e n t  ea rn ing s w ith  any s h o r t f a l l  made up from  th e  EAR a cco u n t  (e x c e s s  e a rn in g s  a re

d e p o s i t ie d  to  th e  ER A ).

3 . C o n t r ib u t io n s  t o  th e  Permanent Fund p r in c ip a l  and Permanent Fund D iv id e n d  a d m in is tra t iv e  c o s t s  a re  u n a f fe c te d  by HJR 10.

4. F i f t y  p e r c e n t  o f  th e  Permanent Fund d i s t r ib u t a b l e  e a rn in g s  goes to  th e  d iv id e n d  program; the  r e s t  goes to  the  e d u ca t io n  fund .

Prepared by the  House R e se a rch  Agency, Feb ru a ry  1987 (87 -11 9 ;86 121 7-1 6 ).




