


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
P.O. Box 25500 Juneau, A laska 99802-5500 

(907) 465-2047

M E M O R A N D U M

D A T E :  J a n u a r y  2 8 ,  1 9 9 3

T O :  S e n a t o r  B e r t  S h a r p

F R O M :  W i l l i a m  H .  S c o t t

E x e c u t i v e  D i r e c t o r

S U B J E C T :  F i s c a l  A n a l y s i s  o f  S e n a t e  B i l l  N o .  2 9

A t t a c h e d  a r e  t w o  f i n a n c i a l  p r o j e c t i o n s  p r e p a r e d  b y  t h e  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 .

F i n a n c i a l  P r o j e c t i o n  # 1 :  T h i s  i s  t h e  s t a t u s  q u o  c a s e  a s  o f  D e c e m b e r  3 1 ,  

1 9 9 2 .  I t  p r o v i d e s  t h e  b e n c h m a r k  a g a i n s t  w h i c h  t o  c o m p a r e  a n d  c o n t r a s t  

a n y  c h a n g e s  t o  c u r r e n t  l a w .

S e n a t e  B i l l  N o .  2 9 :  S B  2 9  m a k e s  t h e  f o l l o w i n g  c h a n g e  t o  t h e  s t a t u s  q u o :  

$ 6 0 0  m i l l i o n  i s  a p p r o p r i a t e d  f r o m  t h e  F u n d ' s  e a r n i n g s  r e s e r v e  a c c o u n t  to  

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

p r o j e c t i o n  a s s u m e s  t h e  t r a n s f e r  t a k e s  p l a c e  J u l y  1 , 1 9 9 3 .

T h i s  a n a l y s i s  c o n c e r n s  i t s e l f  w i t h  t h e  f o l l o w i n g  i m p a c t s  o n  t h e  P e r m a n e n t  

F u n d :

S  H o w  w o u l d  t h e  c h a n g e s  a f f e c t  t h e  g r o w t h  o f  F u n d  p r i n c i p a l ?

✓  H o w  w o u l d  t h e y  a f f e c t  t h e  l e v e l  o f  F u n d  n e t  i n c o m e  p r o d u c e d  

i n  t h e  f u t u r e ?

✓  H o w  w o u l d  t h e y  a f f e c t  t o t a l  d i v i d e n d  d i s t r i b u t i o n s  ( i n  

m i l l i o n s ) ,  a n d  t h e  a m o u n t s  o f  a n n u a l  p e r  c a p i t a  d i v i d e n d s ?



S e n a t o r  B e r t  S h a r p

J a n u a r y  2 8 ,  1 9 9 3

P a g e  2

S  H o w  w o u l d  t h e y  a f f e c t  a m o u n t s  a v a i l a b l e  f o r  d i s t r i b u t i o n  t o
t h e  G e n e r a l  F u n d .

T o  p r o v i d e  a n a l y s i s - a t - a - g l a n c e ,  t h e  i m p a c t s  f o r  t h e  f i s c a l  y e a r s  1 9 9 3 ,  2 0 0 0 ,  
2 0 0 5  a n d  2 0 1 0  a r e  p u l l e d  o f f  t h e  p r o j e c t i o n  s h e e t s  a n d  j u x t a p o s e d  b e l o w

S  H o w  w o u l d  t h e y  a f f e c t  i n f l a t i o n - p r o o f i n g  t r a n s f e r s ?

F u n d  P r i n c i p a l  B a l a n c e  

( i n  m i l l i o n s )

Y e a r S t a t u s  0.U.Q S B  2 9 D i f f e r e n c e

J u n e  3 0 ,  x 9 9 3 $ 1 2 ,3 1 9 $ 1 2 , 3 1 9 $ 0

J u n e  3 0 , 2 0 0 0 1 9 ,5 3 4 2 0 ,2 0 5 $ 6 7 2

J u n e  3 0 ,  2 0 0 5 2 6 ,6 2 9 2 6 ,6 2 9 $ 0

J u n e  3 0 , 2 0 1 0 3 4 ,2 0 0 3 4 ,2 0 0 $ 0

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

o f  S e n a t e  B i l l  N o .  2 9  w o u l d  b e  a s  f o l l o w s :

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

t h e  o n e - t i m e  a p p r o p r i a t i o n  o f  $ 6 0 0  m i l l i o n  f r o m  t h e  F u n d ' s  e a r n i n g s  

r e s e r v e  a c c o u n t  t o  p r i n c i p a l .  H o w e v e r ,  b e c a u s e  t h e  s t a t u s  q u o  p r o j e c t i o n  

a s s u m e s  t h a t  a l l  t h e  m o n e y  i n  t h e  e a r n i n g s  r e s e r v e  a c c o u n t  e v e n t u a l l y  i s  

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

p r i n c i p a l  b e c o m e s  i d e n t i c a l  u n d e r  b o t h  p r o j e c t i o n s  i n  2 0 0 4 .  N o t e :  I f  t h e r e  

w e r e  s u f f i c i e n t  i n c o m e  a v a i l a b l e  t o  c o m p l e t e l y  o f f s e t  i n f l a t i o n  o v e r  t h e  l o n g  

t e r m ,  t h e n  S B  2 9  w o u l d  r e s u l t  i n  a  l a r g e r  F u n d  p r i n c i p a l  b a l a n c e  o v e r  t h e  

l o n g -  a s  w e l l  a s  t h e  s h o r t - t e r m .

A n n u a l  N e t  I n c o m e  

( i n  m i l l i o n s )

Y e a r S t a t u s  Q u o S B  2 9 D i f f e r e n c e

F i s c a l  1 9 9 3 $ 1 ,0 6 9 $ 1 , 0 6 9 $ 0

F i s c a l  2 0 0 0 1 ,8 0 2 1 ,8 0 2 0
F i s c a l  2 0 0 5 2 ,3 8 6 2 ,3 8 6 0

F i s c a l  2 0 1 0 3 ,0 7 1 3 ,0 7 1 0
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N e t  i n c o m e  i s  u n a f f e c t e d  b e c a u s e  S B  2 9  m a k e s  n o  c h a n g e  i n  t h e  a m o u n t  o f  

m o n e y  i n v e s t e d .  N o t 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 c l u d e s  i n c o m e  

o f  t h e  e a r n i n g s  r e s e r v e  a c c o u n t  ( s e e  A S  3 7 . 1 3 . 1 4 0 ) .

D i v i d e n d  D i s t r i b u  t i o n  
< i n  m i l l i o n s )

Y e a r S t a t u s  Q u o S B  2 9 D i f f e r e n c e

F i s c a l  1 9 9 3 5 1 7 5 1 7 $ 0

F i s c a l  2 0 0 0 8 0 7 8 0 7 0

F i s c a l  2 0 0 5 1 ,1 2 6 1 ,1 2 6 0

F i s c a l  2 0 1 0 1 ,4 6 4 1 ,4 6 4 0

F u t u r e  d i v i d e n d  d i s t r ib u t io n  a m o u n t s  a r e  d e t e r m i n e d  b y  a  s t a t u t o r y

f o r m u l a  b a s e d  o n  n e t  i n c o m e .  B e c a u s e  n e t  i n c o m e  i s  n o t  c h a n g e d  b y  S B  

2 9 ,  n e i t h e r  a r e  d i v i d e n d  d i s t r i b u t i o n s .

P e r  C a p i t a l  

( i n  a c t u a l

d i v i d e n d s

d o l l a r s )

Y e a r S t a t u s  Q u o S B  2 9 D i f f e r e n c e

1 9 9 3 $ 9 2 0 .8 7 $ 9 2 0 . 8 7 $ 0 .0 0

2 0 0 0 1 ,2 3 2 .0 5 1 ,2 3 2 .0 5 0 .0 0
2 0 0 5 1 ,5 5 1 .2 4 1 ,5 5 1 .2 4 0 .0 0
2 0 1 0 1 ,8 4 8 .2 9 1 ,8 4 8 .2 9 0 .0 0

P e r  c a p i t a  d i v i d e n d s  a r e  d e t e r m i n e d  b y  a  s t a t u t o r y  f o r m u l a  b a s e d  o n  n e t  

i n c o m e .  B e c a u s e  n e t  i n c o m e  i s  n o t  c h a n g e d  b y  S B  2 9 ,  n e i t h e r  a r e  p e r  

c a p i t a  d i v i d e n d  d i s t r i b u t i o n s .

■
I n f l a t i o n - P r o o f i n g  T r a n s f e r s  

( i n  m i l l i o n s )
■ - ■" • ■

Y e a r S t a t u s , . . Q u o S B  2 9 D i f f e r e n c e

F i s c a l  1 9 9 3 $ 3 6 0 3 6 0 $ 0

F i s c a l  2 0 0 0 1 ,1 0 6 9 9 4 1 1 1

F i s c a l  2 0 0 5 1 ,2 5 9 1 ,2 5 9 0
F i s c a l  2 0 1 0 1 ,6 0 7 1 ,6 0 7 0



I n f l a t i o n - p r o o f i n g  t r a n s f e r s  a r e  l a r g e r  i n  t h e  s h o r t  t e r m  b e c a u s e  t h e  

p r i n c i p a l  t o  b e  i n f l a t i o n - p r o o f e d  i s  l a r g e r .  I n  t h e  i n t e r m e d i a t e  t e r m  ( t h e  
y e a r s  b e t w e e n  t h e  t i m e  t h e  e a r n i n g s  r e s e r v e  a c c o u n t  i s  d e p l e t e d  u n d e r  S B  

2 9  a n d  t h e  t i m e  t h e  e a r n i n g s  r e s e r v e  a c c o u n t  i s  d e p l e t e d  u n d e r  t h e  s t a t u s  

q u o ,  t h e  t r a n s f e r s  a r e  s m a l l e r .  E v e n t u a l l y ,  w h e n  t h e  e a r n i n g s  r e s e r v e  

a c c o u n t  i s  d e p l e t e d  u n d e r  b o t h  p r o j e c t i o n s  ( 2 0 0 4 ) ,  t h e  t r a n s f e r s  u n d e r  b o t h  

s c e n a r i o s  b e c o m e  i d e n t i c a l .  H o w e v e r ,  t h e  c u m u l a t i v e  i n f l a t i o n - p r o o f i n g  

s h o r t f a l l  u n d e r  S B  2 9  i s  l a r g e r  t h a n  u n d e r  t h e  s t a t u s  q u o .

S e n a t o r  B e r t  S h a r p
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D i s t r i b u t i o n s  t o  t h e  G e n e r a l  F u n d  

- j ( i n  m i l l i o n s )  --------

F i s c a l  2 0 0 0  0  0

F i s c a l  2 0 0 5  o  q  ^

F i s c a l 2 0 1 0  0  n  ^0  0

T h e  d i s t r i b u t i o n s  to  th e  G e n e r a l  F u n d  a r e  i d e n t i c a l  u n d e r  b o t h  p r o j e c t i o n s .  

H o w e v e r ,  u n d e r  S B  2 9 ,  t h e  $ 6 0 0  m i l l i o n  a p p r o p r i a t e d  f r o m  t h e  e a r n i n g s  

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

b y  t h e  l e g i s l a t u r e  -  w i t h o u t  a  v o t e r - a p p r o v e d  c h a n g e  t o  t h e  S t a t e  

C o n s t i t u t i o n -

F o r  Y o u r  I n f o r m a t i o n :  T h e s e  p r o j e c t i o n s  a r e  b a s e d  o n  a  c e r t a i n  s e t  o f  

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

d i f f e r e n t  a s s u m p t i o n s  w e r e  u s e d .  T h e  a s s u m p t i o n s  u s e d  i n  t h e  

p r e p a r a t i o n  o f  e a c h  p r o j e c t i o n  a r e  l i s t e d  a t  t h e  b o t t o m  o f  e a c h  p r o j e c t i o n  

s h e e t ,  a n d  e x p l a i n e d  h e r e i n .

I t  i s  t h e  C o r p o r a t i o n ' s  p o l i c y  t o  u s e  c o n s e r v a t i v e  a s s u m p t i o n s  w h e r e v e r  

p o s s i b l e .  T h u s ,  t h e  F u n d ' s  l o n g - t e r m  r a t e  o f  r e t u r n  i s  p r o j e c t e d  t o  a v e r a g e  

3 %  p e r  y e a r  a f t e r  i n f l a t i o n ;  l o n g - t e r m  i n f l a t i o n  i s  p r o j e c t e d  t o  a v e r a g e  6 %  

p e r  y e a r ;  a n d  t h e  a s s u m p t i o n s  f o r  f u t u r e  d e d i c a t e d  S t a t e  o i l  r e v e n u e s  a r e  

t a k e n  f r o m  t h e  D e p a r t m e n t  o f  R e v e n u e 's  m o s t  r e c e n t  " lo w  c a s e "  f o r e c a s t .  

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

d i v i d e n d  p a y m e n t s  a r e  d e r i v e d  f r o m  t h e  M i d d l e  S e r i e s  o f  t h e  D e p a r t m e n t  
o f  L a b o r 's  " P o p u l a t i o n  P r o j e c t i o n s "  d a t e d  N o v e m b e r  1 9 9 1 .
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P L E A S E  N O T E  T H A T  T H E  C O R P O R A T I O N  N E I T H E R  S U P P O R T S  

N O R  O P P O S E S  A N Y  P R O P O S E D  C H A N G E S  T O  T H E  C U R R E N T  U S E  

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

P R O P E R  E X E R C I S E  O F  T H E  T R U S T E E S '  F I D U C I A R Y  

R E S P O N S I B I L I T I E S  A S  R E Q U I R E D  U N D E R  T H E  P R U D E N T  

I N V E S T O R  R U L E .
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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

FINANCIAL PROJECTIONS 
(in millions)

as of D ecem ber 3 1 ,1 9 9 2

G R O W T H  O F  F U N D  P R I N C I P A L

FY
FY Begin 
Balance

Dedicated Inflation-
Appro- State Inflation- FY End Proofing 

prlatlons Revenues* Proofing Balance Shortfall

78 0 54 54

79 54 84 139

80 139 344 433

81 483 900 385 1,769

82 1,769 800 400 2,969

83 2,969 400 421 231 4,021

84 4,021 300 366 151 4,838

85 4,838 300 368 235 5,741

86 5741 323 216 6,281

87 6,281 1,264 ** 170 148 7,664

7,864 418 303 8,585

8,585 228 360 9,173

l o 9,173 267 454 9,894

91 9,894 435 559 10,888

92 10.888 38 477 11.703

93 ’}'r>11,703 256 360 12,319 1 . . \ '

94 12,319 241 565 13,125

95 13,125 249 602 13,376

96 13,976 255 640 14,872

97 14,872 248 680 15,800

98 15,800 235 962 16,997

99 18,997 209 1,032 18,239

0 18,239 189 1,106 19,534

1 19,534 172 1,182 20,887

2 20,887 158 1,263 22,308

3 22,308 143 1,347 23,798

4 23,798 129 1,327 25,255 108

5 25,255 115 1,259 26,629 263

6 26,629 102 1,325 28,056 279

7 28,056 79 1,393 29,528 293

8 29,528 25 1,462 31,014 312

9 31,014 25 1,532 32,571 331

10 32.571 22 1.607 34.200 341

Cu

Fo

m utative Totals Projected  

r FY 1993 -  2010:....• '2 ,8 5 2

• ’P  

19.645-

—  « . * .

1,936 •

Net
Income

U S E  O F  F U N D  I N C O M E  

D i s t r i b u t i o n s  R e s e r v e s

Dividends
Inflation-
Prooflnq

General
Fund

Add FY End 
(Delete) Balance FY

2 1 78

8 7 79

32 12 12 80

150 28 28 59 59 81

368 71 71 185 244 82

471 108 231 110 110 354 83

530 175 151 203 557 84

658 217 235 206 763 85

1,021 303 216 501 1,264 ** 86

1,069 391 148 529 529 87

789 424 303 62 591 88

868 460 360 4 44 635 89

916 487 454 4 (30) 605 90

1,030 489 559 4 (24) 581 91

1.036 488 477 5 64 645 92

1,069 517 360 3 190 835 93

1,121 543 565 12 847 94

1,190 572 602 16 864 95

1,264 596 640 27 890 96

1,341 628 680 32 923 97

1,587 683 962 (58) 865 98

1,693 743 1,032 (82) 783 99

1,802 807 1,106 (111) 672 H

1,912 875 1,182 (145) 526 1

2,026 947 1,263 (104) 342 2

2,141 1,005 1,347 (211) 131 3

2,261 1,065 1,327 (131) 4

2,386 1,126 1,259 5

2,514 1,189 1,325 6

2,548 1,255 1,393 7

2,784 1,322 1,462 8

2,924 1,392 1,532 9

3.071 1.464 1.607 10

3 5 .7 3 3 : 16,730 19 ,645
- “ “ 

•v n - O
. *£• - i  - 
■ •

R EALIZED  R A T E  OF R E T U R N  A SSU M P TIO N S:

Nominal Inflation Real

8.33%
8.10%
9.00%

3.01%
4.50%
6.00%

5.32%
3.60%
3.00%

* Department of Revenue Fa' *?92 Lcw-Case Revenue Forecast 
** Earnings reseive appropriated to Fund principal by the Legislature July 1,1987. 

*” Based on capital marKet assumptions adopted by the Trustees in March 1992.

STATUS QUO



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

FINANCIAL PROJECTIONS 
(in  millions)

as of December 31,1992

FY

G R O W T H  O F  F U N D  P R I N C I P A L  

Dedicated
FY Begin Appro- State InHatlon- FY End 
Balance Drtatlons Revenues' Proollnq Balance

Inflation-
Proofing
Shortfall

78 0 54 54

79 54 84 139

80 139 344 483

81 433 900 385 1,769

82 1,769 800 400 2,969

83 2,969 400 421 231 4,021

84 4,021 300 366 151 4,838

85 4,838 300 368 235 5,741

86 5741 323 216 6,281

87 6,281 1,264 '* 170 148 7,864

7,864 418 303 8,585

8,585 228 360 9,173

90 9,173 267 454 9,894

91 9,894 435 559 10,888

92 10.888 338 477 11.703

93 11,703 256 3 6 0 " ' 12,319
z •-■ ' ’ .

1

94 12,319 600 241 592 13,752

95 13,752 249 630 14,631

96 14,631 255 670 15,556

97 15,556 248 711 16,515

98 16,515 235 1,005 17,756

99 17,756 209 1,057 19,022 21

0 19,022 139 994 20,205 158

1 20,205 172 1,037 21,414 186

2 21,414 158 1,079 22,650 216

3 22,650 143 1,136 23,929
A* *

4 23,929 129 1,196 25,255 247

5 25,255 115 1,259 26,629 263

6 26,629 102 1,325 28,056 279

7 28,056 79 1,393 29,528 295

8 29,528 25 1,462 31,014 312

9 31,014 25 1,532 32,571 330

10 32.571 22 1,607 34.200 349

C u m u latlveTo ta ls  Pro jected
For FY. 1993 -  2010 :*- 2 .8 52 - 19.045 2.887 .

Net
Income

U S E  O F  F U N D  I N C O M E  

D i s t r i b u t i o n s  R e s e r v e s

FY
InHatlon- General 

Dividends Proofing Fund

Add
(Delete)

FY End 
Balance i

2
8

1

7 i
78

ra

32 12 12 80

150 28 28 59 59 81

368 71 71 185 244 82

471 108 231 110 110 354 83

530 175 151 203 557 84

658 217 235 206 763 85

1,021 303 216 501 1,264 " 86

1,069 391 148 529 529 87

789 424 303 62 591 88

868 460 360 4 44 635 39

916 487 454 4 (30) 605 90

1,030 489 559 4 (24) 581 91

1.036 488 477 5 64 645 92

1,069 517 360 . 3 190 835 93

1,121 543 592 (615) 220 94

1,190 572 630 (12) 209 95

1,264 596 670 (3) 206 96

1,341 628 711 2 207 97

1,587 683 1,005 (101) 106 98

1,693 743 1,057 (106) 99

1,802 807 994 0

1,912 875 1,037 1

2,026 947 1,079 2

2,141 1,005 1,136 3

2,261 1,065 1,196 4

2,386 1,126 :,253 5

2,514 1,189 1,325 6

2,648 1,255 1,393 7

2,784 1,322 1,462 8

2.S24 1,392 1,532 9

3.071 1,464 1,607 10

35 ,733

. . .  ., .. V-• i* •- -

16 ,730 -

K - ' i --

19,045. i  3
-  -

REALIZED  R A T E  OF R ET U R N  ASSUM PTIO NS:

Nominal InHatlon Heal

FY 93:-. - 8.33% 3.01% 5.32%

FY94;-97:"V,; 8.10% 4.50% 3.60%

F Y M ? 2 0 1 0 ^ 9.00% 6.00% 3.00%

' Depa/tment ol Revenue Fall 1992 Lcw-Case Revenue Forecast.
" Ea/nings reserve appropriated to Fund principal by trie Legislature .July 1,1S37. 

*** Eased on capital martet assumptions adopted by trie Trustees in March 1992.

SB 29: APPROPRIATES 5600 MILUON FROM THE EARNINGS R ESERVE 
ACCOUNT TO PERM ANENT FUND PRINCIPAL ON JU L Y  1,1993



LE G IS LA T IV E  A FFA IR S A G E N u V  
ST A T E  OF A LA SK A

D I V I S I O N  O F  L E G A L  S E R V I C E S

(907) -165-3867 or 465-2-150 
F A X  (907) -165-2029 
Mail Stop 3101

130 Seward Street, Suite 409
Juneau, Alaska 99801-2105

M E M O R A N D U M January  29, 1993

SUBJECT: B udget R eserve F und (W ork  O rd er No. 8-LS0534) 

S en a to r B ert SharpTO:

FROM: T am ara  B rand t C ook
D irec to r

U n d e r  A rtic le  IX, Section 17(b) o f  the sta te  constitu tion  am ounts m ay be a p p ro p ria t­
ed  from  th e  budget reserve fund w hen . . the  am oun t available for ap p ro p ria tio n  
for a  fiscal y ear is less than  the am o u n t ap p ro p ria ted  for the previous fiscal year. . ." 
Y ou have asked  how  the am oun t available for ap p ro p ria tio n  is to be de term ined . 
U nfo rtunate ly , since the  m a tte r has not yet been  considered  by the court, any answ er 
I p rov ide to  your question  will be speculative a t best.

A t th e  very least this language includes the balance in the  un restric ted  genera l fund 
availab le  a t the  beginning o f a fiscal year plus revenue received by the genera l fund 
during  th a t y ear and  m oney lapsed into the genera l fund during tha t year.

In add ition , th e re  a re  certa in  sta tu to ry  funds w ithin the genera l fund with restric tions 
on ex p en d itu re . M oney in these funds may be ap p ro p ria ted , e ith e r for the lim ited 
uses se t o u t in the s ta tu te  o r for o th e r uses by am ending  the restric tions con ta ined  
in th e  s ta tu te  o r relying upon the leg islature’s "pow er o f the purse" and  ignoring the 
restric tions. Since these funds may be ap p ro p ria ted , I believe a court would tend  
to  conclude th a t am oun ts in them  are  "available for app rop ria tion"  under Section 
17(b). A n exam ple of such a fund is the Ruilbelt Energy Fund (AS 37.05.520).

Likew ise, fed era l funds a re  m ade available to the sta te  for restric ted  uses bu t can 
only be ex p ended  if ap p ro p ria ted . I would th ink a court would find these to  be 
"available fo r approp ria tion ."

H ow ever, because  subsection  (b ) is no t lim ited to m oney tha t is available for 
ap p ro p ria tio n  from  the genera l fund while subsection (d ) specifically requ ires 
rep ay m en t only from  genera l fund m oney, I would think th a t a court would find tha t 
m oney availab le  for ap p ro p ria tio n  un d er subsection (b ) is not lim ited to  general fund 
m oney. If it w ere, like subsection (d ), it could have said so. All o f  the  incom e o f  the

1 E B O l JC'O ^



P erm an e n t Fund  w ould, I believe, be considered  availab le for ap p ro p ria tio n . O nce 
a  po rtion  o f  it is a p p ro p ria ted  to the dividend fund, th a t m oney should  no t be 
coun ted  as availab le for ap p ro p ria tio n  again, since the D e p a rtm e n t o f R evenue  has 
au thority  to d istribu te  it w ithout fu rther legislative action. Y ou will reca ll th a t u n d er 
A rticle IX, Section  16, the earnings o f the  p e rm an en t fund a re  to be d ep o sited  in the  
genera l fund unless o therw ise provided by law, and  th e  legislature has so p rov ided  
by d enom inating  the earn ings reserve as an  account in th e  p e rm a n en t fund. Y et the  
legislature has also regularly  m ade app ro p ria tio n s  from  the  earn ings reserve account, 
so it w ould  seem  difficult for a  court to find th a t tha t m oney, a long  with all o th e r  
p e rm a n en t fund incom e, is no t "available for ap p rop ria tion ."

O n  th e  o th e r  hand, the  principal o f the p e rm a n en t fund is certain ly  no t "available for 
ap p ro p ria tio n ."  A rticle IX, Section 15 sta tes  specifically th a t the principal m ay only 
be used  for incom e-producing  investm ents.

T h e re  a re  dozens o f o th e r  accounts and  funds estab lished  by sta tu te , ranging from  
loan funds to  trust funds to  funds requ ired  u n d er federal law. O th e r  accounts have 
been  estab lished  by adm inistrative agencies. T o  the ex ten t tha t those funds con tain  
unen cu m b ered  and  unobligated  balances, they may provide a  resource  fo r re a p p ro p ri­
ation  p u rposes, bu t because  they are typically ap p ro p ria te d  to the fund for a  specific 
p rogram  an d  can  still be expended  under the  original ap p ro p ria tio n , a  fair a rg u m en t 
could be m ad e  for the proposition  th a t they are  no t balances "available for 
ap p ro p ria tio n "  within the  term s o f the constitu tion  (b ecause  they have a lready  been  
ap p ro p ria te d )  and  th a t they do not becom e available until the orig inal p u rp o se  is 
accom plished  and  the  rem aining funds a re  lapsed o r the p rogram  is rep ea led .

. Senator Bert Sharp
January 29, 1993
Page 2
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S B  -  29

SPO NSO R STATEM ENT

S B -2 9  p ro p o se s to appropriate $600 million dollars from the 
Permanent Fund Earnings R eserve  for deposit into the Permanent 
Fund's Principal Account.

A s of December 31, 1992, the principal [contributed equity] balance 
of the fund totaled $11,848,626,000. This amount was accumulated 
via $4,749,697,000 in dedicated state revenues, $3,964,384,000 in 
appropriation by the legislature and $3,T34,540,000 from inflation 
proofing contributions.

The last special appropriation into the principal of the fund occurred 
in 1987 when $1,264,000,000 was moved from the Permanent Fund 
Earnings R eserve  by the legislature.

*

The Permanent Fund Report of December 31, 1992, projects a year 
end unencumbered balance in the Earnings R e se rve  account of 
$835,000,000.

S B -2 9 's  proposal to m ove $600,000,000 will leave an estimated 
balance of $235,000,000 in the Earnings Reserve Account.

This balance should prove more than adequate to meet other needs 
and a cushion for assuring that inflation proofing obligations are 
met.



S E C T I O N  A N A L Y S I S

S B -2 9

"An Act making a special appropriation to the principal of the Alaska 
permanent fund; and providing for an effective date."

‘Section 1. This appropriation will transfer $600,000,000 from the 
Alaska permanent fund reserve account to be deposited into the 
Alaska permanent fund principal account.

‘Section 2. This appropriation will go into effect July 1, 1993.
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A J 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

FINANCIAL PROJECTIONS 
(in millions)

as o f D ecem ber 3 1 ,1 9 9 2

G R O W T H  O F  F U N D  P R I N C I P A L

Dedicated Inflation-

FY Begin Appro­ State inflation- FY End Proofing

FY Balance priations Revenues* Proorinq Balance Shortfall

78 0 54 54

79 54 84 139

80 139 344 483

81 483 900 385 1,769

82 1,769 800 400 2,969

83 2,969 400 421 231 4,021

84 4,021 300 366 151 4,838

85 4,838 300 368 235 5,741

86 5741 323 216 6,281

■87 6,281 1,264 * 170 148 7,864

38 7,864 418 303 8,585

■ 89 8,585 228 360 9,173

90 9,173 267 454 9,894

91 9,894 435 559 10,888

: 92 10,888 338 477 11.703

93 ■ 2 5 F . '3 6 0 12.319"" ’ :-IjS.

■94 12,319 600 241 592 13,752

95 13,752 249 630 14,631

SS 14,631 255 670 15,556

97 15,556 248 711 16,515

'98 16,515 235 1,005 17,756

99 17,756 209 1,057 19,022 21

• 0 19,022 189 994 20,205 158

1 20,205 172 1,037 21,414 186

• 2 21,414 158 1,079 22,650 216

^3 22,650 143 1,136 23,929 232

4 23,929 129 1,196 25,255 247

•-5 25,255 115 1,259 26,629 263

6 26,629 102 1,325 28,056 279

.7 28,056 79 1,393 29,528 295

■ a 29,528 25 1,462 31,014 312

31,014 2i 1,532 32,571 330

10 32.571 22 1,607 34.200 349

Cum ulatlve .Tota ls  Pro jected

F o rF Y  1 9 9 3 - 2010:-- 2 ,852 ' 19 ,045  2 .887

Net
Income

U S E  O F  F U N D  I N C O M E

D i s t r i b u t i o n s  R e s e r v e s

Dividends
InHatlon- General 
Prooflnq Fund

Add
(Delete)

FY End 
Balance FY

2 1 78

8 7 79

32 12 12 80

150 28 28 59 59 81

368 71 71 185 244 -82

471 108 231 110 110 354 S3

530 175 151 203 557 84

658 217 235 206 763 85

1,021 303 216 501 1,264 ** 86

1,069 391 148 529 529 87

789 424 303 62 591 .88

868 460 360 4 44 635 89

916 487 454 4 (30) 605 9C

1,030 489 559 4 (24) 581 •91

1.036 488 477 5 64 645 92

1)069 ,  , 5 i r : : ; - : 3 6 0 . ,  3. 1 9 0 ' : 835; '93

1,121 543 592 (615) 220 94

1,190 572 630 (12) 209 95

1,264 596 670 (3) 206 :96

1,341 628 711 2 207 ;97

1,587 683 1,005 (101) 106 ■98

1,693 743 1,057 (106) 99

1,802 807 994 0

1,912 875 1,037 1

2,026 947 1,079 2

2,141 1,005 1,136 3

2,261 1,065 1,196 4

2,386 1,126 1,259 5

2,514 1,189 1,325 6

2,648 1,255 1,393 7

2,784 1,322 1,462 3

2,924 1,392 1,532 . 9

3.071 1,464 1.607 M0

35,733 16.730 19,045 3 . .Jfi.'iW j ‘ h '.'Xr

R EA LIZED  R A T E  OF R E T U R N  A SSU M P TIO N S:

Nominal InHatlon Real

FY93:
F Y  94 -97: "• 
FY 98-2010: ’

8.33%
8. 10%
9.00%

3.01%
4.50%
6.00%

5.32%
3.60%
3.00%

' Department of Revc-nuo Fall 1992 Low-Case Revenue Forecast 
** Earnings reserve appropriated to Fund prmcpal by trie Legislature July 1,1987. 

Rased cn capital market assumptions adopted by the Trustees in March 1992.

SB  29: APPROPRIATES S600 MILLION FROM THE EARNINGS R ESER VE 
ACCOUNT TO PERMANENT FUND PRINCIPAL ON J U L Y  1, 1993


