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Position Paper

House Bill 279

"Relating to the municipal dividend program; and providing for an effective
date."

House hill 2"9 would give chc Department o! Community A: Regional Affairs the authority
to create a municipal dividend from the undistributed earnings of the Permanent Fund. It
has a zero fiscal note.

JiisLsamuua ."d-vs. eIF]ISLk ilis-Ufldi*mbuttd.cjrntivathit_KmAinjitigLiJicJaind.iij>iiccn
inflation proofed and the annual dividends have been paid.,

| he department will tabulate the amount of the dividend based on the population ol the
municipality To date. HR 2~'f has received support from the Alaska Municipal | eague.
Rnstol Ray Rorough. lake & Peninsula Rorough and former Ciovernor Walter J Hivkel

In light of the diminishing oil revenues and the increasing needs. | believe it is tunc to begin
considering u-mg the Permanent Fund for schat it was originally designed for e
to offset the expcvted dcJdinc in oil revenues.

After the disastrous tithing season i*l IW ", and the h.story of regular oscutnng disasters in
our state. | would also be open to sour tommittce amending HR 2"'>to include a separate
‘disaster dividend fund."

Please contact mv office at for anv further information you may need
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LEGAL SERVICES

m  ION OF LEGAL AND RESEARCH SER
LEGISLATIVE AFFAIRS AGENCV

£907) <165-3867 of 465-2450 STATE OF ALASKA
AX §907) 4C5-2029 130 Soward Street, Suite 409
Mail Stop 3101 Juneau. Alaska 99801-2105
ML>LORA> D--M May 5 1997
SUBJECT: Municipal dividend program (Work Order 20-LS0995YA)
T0: Represcniative Carl Moses
Attn: Bryce Fdgmon
FROM: Tamara Brandt Cook
Director A

Here is the sectional summary you requested.

Sec. 1. Establishes in the Department of Community and Regional Affairs the municipal
dividend fund. Suojcct to ajcy)ropnanon requires the department to fully distribute money
in the fund each year as dividends to municipalities based on population.

Sec. 2. Directs the Alaska Permanent Fund Corporation, after transferring money to the
cividend fund for permanent fund dividends and to the permanent fund principal for inflation
proofing, to place the balance left in the earnings reserve account each year into the

municipal dividend fund.

See. 3. The effective date is July I. 1998,
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STATE OF ALASKA BILL NOHB 279
1998 LEGISLATIVE SESSION A FISCAL NOTE

Revision Onto Dopt. AKoctod: Community & Regional Affairs
Title: An Act rolating 10 the municipal BRU nono

divtdond program and provdmg “Compononl: none
Sponsor: ~ Pop Moses
Requestor  House CRA Commrtlee COMPONENT SERIAL NO.

(Thousands ot Dollars)

OPERATING FY 93 FY 99 FYQO FY 01 FY 02 FY 03
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES

GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
| CAPTTAL 0.0 0.0 0.0 0.0 0.0| 0.0
| REVENUE FUND SOURCE: | . JL | |
FUNDING: (Thousands ot Dollars)

1002 Federal Recocts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GFMHTIA

Other

TOTAL 00 0.0 0.0 0.0 00 0.0

POSITIONS

FULL-TIME 0 0 0 0 0 0
PART-TIME

TEMPORARY

Estimate of current (FY98) Impact s non#
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February 1, 1998

Mr. Walter J. Hickel
PO Box 102280
Anchorage, AK 99510

Dear Mr. Hickel

a
| am writing to you in support of your proposal to restructure the permanent fund
dividend (PFD) program

As | recall from Kour newspaper o_%inion piece in the Ketchikan Daily News last year, you
propose to cap the PFD, and distribute any ea_mmq,s_above that amount to the state’s
municipalities on a per capita basis The municipalities would then be fiee to use these
dollars in-any manner they choose | support this idea for two reasons

One, as Vou well know, the permanent fund was set up to helﬂ pay for «tate government
when oil revenues dwindled, as they arc doing now One of the Programs the state funds
IS the municipal assistance/revenue sharm? program Your plan to use aportion of the
permanent fund's eamings to meet this obligation allows those earnings to be spent locally,
rather than at the state level Local management of these dollars gives be average citiaen
a greater voice into how they are used than if the legislature budgets th: money at the
state level As Article X, Section 1of our state constitution mandates, "The purpose of
this article is to provide for maximum local self-government with a minmum oflocal
government units, and to prevent duplication of tax levying jurisdictions” Ensuring local
management of the funds pr_oPosed Inyour program is consistent with this provision,
inasmuch as those dollars will be controlled locally, and not from Juneau Because
cappm? the PFD will be controversial, the more you can provide for lorol discretion over
the dollars that may have otherwise gone direct to the state's residents, the more defensible

a PFD cap becomes

The proposal stands to rowdeah_u%e resource for local ?overnment*_ X, for example,
the PFD were capped at S1,000, with the balance distributed to muraciaabties on a per
c%pna baus, the |tr of Craig, inwhich | live, would have received apf roximately
5776.340 in 1997 alone  The city's operating budget is about S2 2 million ~ An annual
income that accounts for one-third of the city's operating expenses will provide an
incredible hoost to Craig and other localities The economies of all municipalities will
benefit from more stable tax bases. Increased local employment will rtsult from the
backlo% of capital projects most cities face  The cost to mun|C|p|h||e! lo borrow money,
through bond sales and the like, will decrease because of greater cash leserves and stable

levels of municipal income
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The second reason | squort your proposal is the public s increasing dePendence on the
PFD program  The PFD program was established to immediately benefit Alaskan
residents. It was not intended to replace the J)ermanent fund's origina. purpose to fund
state government when oil revenues decreased due to declining productivity at Prudhoc
Bay and other sites. Now that the dividend level is at an all-time high, people tend to see
the PFD program as the purpose of the permanent fund, rather than an off-shoot from it. |
believe that the PFD is creatmgna dependence on those it was intended to benefit As you
are no doubt aware, Alaska, other states and the federal go' cmment ac moving 3way
from guaranteed government assistance to individuals, exactl¥ for the amc reason that the
PFD is creating a dependence. f you encourage people to rely on the government to
solve their financial problems, or provide them a guaranteed income, they will indeed
come to rely on the ?qvernment It is not the state's obligation to prmide me with a cash
stream every year. It is the state's obligation to operate the programs assigned to it by the
constitution: ‘managing state-owned Erope_rty, ensuring a minimum lexel of public health
and safety, and so on Capping the PFD will remind our state's residet.ts o f that.

In addition, | have always felt that the PFD xvas an inefficient way to distribute the state’s
oil wealth. Because it is subject to federal personal income tax, I estimate that 20 percent
of the dividends g?o directly to the U.S government. 1f a state newspaper headline read
"5140,000,000 of Permanent Fund Earnings to be sent to IRS," 5people_ would be
outraged, but indeed that is exactly what will happen by Apnl 15 0f tli3 year.

! mi?ht add that the IRS is considering levying a tax on the earnin(?s or the permanent fund
itself. They have claimed to the State that because the permanent funt is not dearly (at
least to them) for a public purpose, it may be subject to taxation |f that came to pass, the
ERS would benefit twice once from the earnings of the fund itself, and again when the
PFD is given out. What a catastrophic loss that would be to the state ind its residents

For these two reasons, your proposal is a good one, and it has my sup;ort | would, -
however, like to point out two outstanding issues that must be addressed as pan of this

program, that were not addressed in your proposal

The first is at what level to cap the PFD A dollar amount must be picked that w\D
provide enough dollars for the municipalities to strongly support the p‘ogram, but will not
reduce it to a level where the public at large will not support the cap - While any cap is
essentlaIIK arbitra'y, a 1,000 cap could be a level supported by the public, and still
provide the mumdpciities a substantial and immediate benefit

The second issue involves Alaskans living outside an organized borou ;i and ouUide an
organized municipality Hete on Pnncc of Wales Island alone, there ac ova athousand
People living in unincorporated areas If the people living in municipa ities will benefit
from your program hecause (hey live ina mumcq?aht%, those persons living outside
incorporated areas Inould realize a benefit too To that end. there are :t least two ways to
make this happen First, some of the state subdivisions in the unorganized borough have

P.
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formed private, non-profit community corporations to oversee subdivision-wide concerns
These corporations could be the recipients ofthe pcr-capita share oftheir populations.
They act as the best substitute for an incorporated municipality. To ensure that the dollars
arc properly spent, they should be subject to yearly audits, as are municipilities

If no incorporated body exists in a given area that could receive and marutge the dollars
distributed through the program, that area's legislators could appropriate the money
earmarked for the area's population through a given state agency or agencies While this
process is less desirable for alocality, the ahsence ofan organized entity may make it

necessary.

Again, | support your proposal and will make my feelings known to my ‘cprcsentative and
senator. Good luck »0you asyou press ahead on this plan |f 1can he f . feel free to

contact me.

P.d



Alaska Permanent Fund Corporation
P.0.Box 25600 Juneau, Alaaka 99802-5500
(907) 465-2047

MEMORANDUM
DATE Tuesday, July 29, 1997
TO Rep. Carl Moses
FROM Jim Kell*Director of Communications

SUBJECT HB 279: Municipal Dividend Program

Per your request, the Alaska Permanent Fund Corporation (APFC) is
providing you with projection sheets addressing three different scenarios
which you asked us to analyze.

Financial Projection #1: This is the status quo case as of December 31,
1997. It provides the benchmark against which to compare and contrast
any changes to current law.

Financial Projection #2: This is the same projection changed to reflect
passage of House Bill 279. Itisour understanding that HB 279 would
require the transfer of the balance of the earnings reserve account -
remaining after the transfer* for dividends and inflation-proofing - to a
newly established municipal dividend fund on the first day ofeach fiscal
year, effective July 1, 1998.

Please note that this projection indicates an inflation-proofing shortfall for
the fiscal years 1999-2001. This shortfall can be seen by comparing the
difference between columns four and nine.

Financial Projection #3: This projection is identical to projection #2
except that it reduces the July 1, 1998 appropriation sufficient to allow
full inflation-proofing in all subsequent years.



HB 279
February 17, 1998

Page 2

For Your Information: These financial projections are based on a
certain set of basic assumptions; the numbers shown on these sheets
would change if different assumptions were used. The assumptions used
In the preparation ofeach projection an listed at the bottom of each
projection sheet and explained herein.

It is the Corporation's policy to base its long-term projections on the
capital market assumptions prepared annually for the APFC by Callan
Associates as applied to the Fund's target asset allocation and the
Department of Revenue’0 most recent inflation assumption.

PLEASE NOTE THAT THE CORPORATION NEITHER SUPPORTS
NOR OPPOSES ANY PROPOSED CHANGES TO THE CURRENT USE
OF FUND EARNINGS, EXCEPT AS THEY MAY RELATE TO THE
PROPER EXERCISE OF THE TRUSTEES’ FIDUCIARY
RESPONSIBILITIES AS REQUIRED UNDER THE PRUDENT
INVESTOR RULE.

C Byron I. Mallott, Executive Director
Board of Trustees
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PRINCIPAL (AT COST)

Dedlcited

FYBegin  Appro- State  Inflation-  FY End
Balance  bation! Revenue* » Proofing  Balance
0 6807 5711 4624 16176
16,176 824» 308 486 17,79

. V s ! m

T Av-  «ritS0S-H E L
18,49 20 232 525 « 19273
19273 2 245 547 20,087
20,087 23 258 50 20939
20939 25 263 594 21821
21,821 21 260 619 22727
22,121 2 254 644 23,604
23,654 3 236 670 24592
24,592 33 226 696 25546
25,546 3 216 122 26520
26,520 37 207 749 27513
21,513 40 199 - 28529
28,529 43 193 605 29,570
29510 46 167 834 30,638
30,638 49 188 664 31,739
31,739 52 18 695  32.868
32,868 5 178 921 34029
34,029 60 12 959 35219
Ralt 0f Rtlum Aieumptione

Totil o Inflation s Rttl j Realized
Fyos  906%  248% T3t 716%
FYoo-205< 792%  280%  A7R%E  676%

ALASKA PERMANENT FUND

FINANCIALPROIECTIONS1998 - 2015
ase! BeeamHsr 31.1997

(inmillony)

UNREALIZED

GAINS
Net  FYEnd
Change  Balance
2,125 2,125
1,106 3231
380 3,184
416 3,600
454 4,054
497 4,551
544 5,095
5% 5,690
651 6,341
11 7,052
o 1029
88 8617
924 9,601
1007 10,606
1097 11,705
1194 12699
ug9g 14199
141 15,612
15:8  17.146

ft\/r *
yif

t1 gaSB net moom* a eutulory n«t income pius tit ntl change ri unreafcitd gans and setilement eemeigs

* Per Department ot Revenue'! Fall 1997 Rtvtnut Forecast

« Includes S803 rihon ol eemkig* reserve appropiated io princpal

"e Seltlemeol Minings twisltrrtd to principal per AS 37.13145(d)

I* Based on 1997 CaUn capital market tnd DOR mlUton asaumplons

+ ToUl Fund (tI makel) equals Prutcipal (at cosi) plus tie Eemrgj Reserve p*Jt Umttk/td Gant

STATUS QUO

TOTAL

FUND

Al Market

m FY
18.405 77-9%
21130 97

[r=
23389 99
24554 00
25858 01
21324 2
28965 03
30,6% M
32509 05
4417 06
36423
3856 08
0762 09
43113 10
455% 1
48228 12
51011 13
5398 14
57018 15
m i i
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1

v \
vTfi ciatT=

Raal f Raallrad @ Indudat 5803 mfcn ol aamr
716% - Sartamanl sammp tranaiarr

Dadlcatad
FYBaglh  Appro- Slil* Inflation-
Balaica tlattona Ravanuoa t] Proofing
0 6,807 8,711 4,624
16,176 624 1M 308 486
A et V \4
v gy - r
18,496 20 232 MO 604
19,252 2 245 409
19,927 23 258 495
20,704 2 263 588
21,519 21 260 612
22479 29 254 637
2339 3 236 663
24,329 33 226 668
25,211 3% 216 715
26,242 37 207 42
21.228 40 199 769
28,236 43 193 197
29,269 46 187 826
30,328 49 18 856
31421 52 182 866
32.541 56 178 918
33 692 60 172 950
WM sB£
ffl:r.
Rata of Ratum Aaaumption*
Tout e Inflation a

FY98  98% 248% 738-T

FY 99-2016 *  752% 280% 472%1

ALASKA PERMANEKT FUND

FINANCIAL PROJECTIONS1998 - 2015

GASB

FY End Nat
Balanca Incomall
16,176

17,796

19,252 1,682
19.927 1,762
20,704 1,847
21,579 1943
22479 2,049
23399 2,161
24329 2,211
2,211 2,39
26,242 2,526
21,228 2,660
28,236 2,801
29,269 2,949
30328 3,100
31421 3,210
32.641 3,445
33692 3,629
34,673 3,624

Tnflny

= qaSB nat rcoma is atitulory nal incoma plus 9a nat cftanga r unraafcrad ffani and aatfamaot aamngs

» Par Dapartmant of Ravanua* Fa» 1997 Ravanua Foracaal
ropiaiad lo prm

676% < Basadon 1997 Calan capital martat and DCR rltalon asaunpaon*

1 e popRed g

asol Docambar 31,1997
(InmiMongj
INCOME UNREALIZED
GAINS
Dlatrlbutlons of Statutory Incoma  Eaminga Raaarva
Statutory
Nat Inflatlon- ~ Ganaral FY End Nat  FYEnd
Incoma Prooflnj Balanca Chanoa  Balanca
2,125 2,125
1,106 3231
1,289 869 525 373 3L
1333 903 547 407 3184
1379 862 566 445 4,079
1432 799 588 2 436 455
1491 121 612 125 531 5,046
1,552 1% 637 13 580 5,626
1,613 184 663 136 633 6,259
1,676 815 688 139 690 6,949
1,740 846 115 143 152 7,101
1,605 880 142 146 818 8,519
1871 914 769 147 890 9,409
1938 948 197 149 968 10,378
2,007 983 826 152 1052 11430
2,018 1,016 656 155 1143 12574
2,161 1,05 666 158 1242 13615
2.225 1,002 916 159 1348 15164
2,301 1,130 950 161 1463 1662/
IS *

u.lu.ri04.
«C 79: I\/UNI%IPAL

* Total Fund (at mariat) areata Pnmjpal (at coal) ptoa »>a Eamnga Raaana pAra Unraakjad Qama

TOTAL
FUND
At Markat
m FY
18,405 77-96
20130 7
22429 m9
23511 00
24732 01
26094 02
21525 03
20025 04
30588 05
3225 06
33943 07
3,741 08
37645 09
30646 10
4178 Ul
4399 12
463%6 13
4665 14
51500 15

rwincMn fund
DIVIDEND FUND



FY
7106
97

99
00

02

FYBigIn
Balanca
0

16,176

18,4%5
19,273
20,087
20,939
21,821
22,121
23,604
24,592
25,546
26,520
21513
28529
29,570
30,638
31,739
32.666
34029

FY 98
FY 99-2015

PRINCIPAL (AT COST)

FY End
Balanco
18,176
17.7%

19,273
20,087
20,939
21821
22,121
23,654
24,592
25,546
26,520
21513
28,529
29510
30.638
31,739
32.868
34,029
35,219

a  Rial H Raalltad

Dadlcatad
Appfo-  Stall  Inflation-
rlatﬁ)na Ravanuaa(S Proofing
5,007 6,711 4,624
624°A 306 436
2 232 525
22 245 547
23 256 570
26 263 594
21 260 619
29 254 644
3 236 670
33 226 696
35 216 12
37 207 749
10 199 m
43 193 805
46 17 834
49 106 864
52 182 895
56 176 921
60 172 959
Rata of Ratum AaiumpOoni
Total Inflation
986*  246% 738%
" T752% 260% 4 72%

716%
6 76%

ALASKA PERMANENT FUND

FINANCIAL PROJECTIONS 1998 - 2015
as of Decamlior 31.1997

(inrriliont)

GASB  Statutory

INCOME

Dlitritxrtlona of SUtutory Incoma  Earningi Raaarva

Nit Nat _
% Incoma DIvidandi
14,034 5,993
2,036 147
jgmvy *e
1,303 810
1,348 906
1,395 867
1448 805
1508 735
1,569 163
1631 793
1,694 824
1,759 57
1625 890
1891 924
1958 958
2,026 993
2.100 1029
2173 1,066
2248 1,103
2425 1.142
|V

> GASB rut rrcoma ¢ ataiuiory m | ncom* pAn M- mt cfunga inunnik/id

¥ Basadon 1997Cilancapitalmartatand DOl rfU»on uw rptow

Inflation- ~ Ganaral ~ Add  FYEnd
Proofing Fund (Oolite) Balanca
4,624 23 32 104
486 1. 104
Xl ne &

o UaIs—  yB
625 112 19
47 127 67
570 (65 2
594 2
619 127 2
644 133 2
670 138 2
696 141 2
22 145 2
149 t48 2
m 150 2
805 152 2
834 154 2
864 157 2
895 160 2
927 162 2
959 164 2

v~ M

FULL INFLATION PROOBING INLAS

UNREALIZED
GAINS
Nat  FYEnd
Changa  Balanca
2125 2125
1106 323
34 3178
409 3968
447 403
86 4523
53 5007
583 5640
636 6276
693 6,969
7% 1725
623 8547
8% 9442
973 10415
108 11473
1149 12623
1248 13871
1355 15226
1470 16,697

and aartamanl aanunga

' Total Fund (il nwtH| aquaia Pnncal (at coal) pki* fta Eamirga Ramva (Ait UnraaAtad Ga.n

TOTAL
FUND

AtMarkat

if FY
164C5 71-%
20130 97

m

22646 99
2712 0
24975 01
26346 (2
21786 03
2929 04
30870 05
32518 06
427 07
36,063 08
31913 09
39988 10
Q14 1
4434 12
46,741 13
49257 14
51919 5
I
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PRINCIPAL (AT COST)

Dadlcatad

FYBegin  Appro- Stata  Inflatton-
riitloiti  Ravanuaa <a Proofing

11.496 2 232 525
19.273 2 245 47
20,087 23 258 570
20,939 25 263 594

22,121 29 254 644
23654 3 236 670
24592 33 226 696
25,546 3 216 122
26,520 37 207 749
21,513 40 199 117
28529 43 193 605
29,570 46 187 834
30.638 49 168 864
31,739 52 162 6%
32.868 56 178 927
34,029 60 172 959

Rat* of Ratum Aseumpdc.ie

Total Inflation Raal
FY%  9MS 2485 738%
FY 99-2015 " 7528 2805 472%]|

FYEnd
Balanca

19,273
20.087
20,939
21821
22,121
23,654
2459
25,546
26,520
21513
28529
29,570
30,638
31,739
32,868
34,029

29

ALASKA PERMANENT FUND

FINANCIAL PROJECTIONS 1998 - 2015
al sf Docamliir 31,1997

(in rrifitone)

GASB  Statutory

INCOME

Distribution*

of Statutory Incoma  Earningi Raaarva

Nal Nal Inflation-  Ganaral ~ Add  FY End
Incoma * Incoma  Dividend*  Proofing Fund (Male) Balance
16,194 14,034 5993 4624 23 321 104
3,167 }2,%6 47 i 486 . B! 104

. il
LG 'V;&«‘% T e W
1750 1,350 875 525 (50) 932

1837 1,399 916 b47 (M 866
1,929 1451 683 570 %25 866
2,031 1,509 828 594 952
2,145 1574 765 619 191 1,143
2,213 1,649 796 644 206 1351
2408 1,726 830 670 205 1571
2,549 1,80- 866 C% 241 1818
2,696 1.886 X7 22 256 2,074
2,854 1970 949 749 212 2346
3,019 2,055 991 m 266 2632
3,193 2,142 1,035 805 02 2934
3376 2333 1,060 834 319 3353
3570 2321 1,126 664 36 3509
3,776 2424 1174 895 35 1944
3,983 2,524 1323 927 34 4318
4223 2,621 1374 959 393 471
Hg | fS fir B/t i/ (2 o

GASB net rxxxr* e euiutory natincome pAata n*«cAanger unraaAjad gains and Mtdemanl earrange

a Par pafurtmanl ol Ravanuaa Fal 1997 Revenue Ferecaat

Raallnd @ Includes $803n*on olh w i rasarv* approputad lo pnnc’al
716% W Sertarrwrit Mrrangs transferred o pnnap
676% @ 8**adon 1997 Cataicaprtal marketand

* Total Fund (al mvkai) equal* Pmcpal (at coal) pAiafia Eamng* Raaarva P*)» UmaaAiad Gan*

aJ par AS 37.13145(d
DBR«IUAma*»/rgp)»oni

STATUS QUO

TOTAL

FUND

At Market

D w
18,405 77-%
20130 97
23369 9
24554 00
25858 01
21324 (2
28965 03
30,696 04
32509 05
34417 06
36423 07
3853% 08
40762 09
43113 10
45,596 1
48228 12
Kloil B
53958 14
508 15



ALASKA PERMANENT FUND

FINANCIAL PROIECTIONS1998 - 2015

assllacaaibarSI.IDS?

TOTAL

FUND

At Markat

* FY
14405 7794
21130 97
22429 99
23511 00
24732 01
24004 02
21525 03
29025 04
30544 05
32.225 0§
33943 0
B4 M4
37445 09
39444 10
4754 U
43994 13
44354 13
43455 14
51500 15

W .

MB779;  MUHOPAL WMOEMO FUND

(inmfloni)
INCOME UNREALIZED
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Alaska Permanent Fund Corporation
P.0.Box 25500 Juntau, Almkn 99802-5500
(907) 465-2047

MEMORANDUM
DATE February 26, 1998
TO Rep. Carl Moses
J £ L
FROM Jim Kelly, Director of Communications

SUBJECT HB 279: Municipal Dividend Program (REVISED)

Per your request, the Alaska Permanent Fund Corporation (APFC) is
providing you with projection sheets addressing three different scenarios

which you asked us to analyze.

Financial Projection #1: This is the status quo case as of December 31,
1997. It provides the benchmark against which to compare and contrast

any changes to current law.

Financial Projection #2: This is the same projection changed to reflect
passage of House Bill 279. It is our understanding that HB 279 would
require the transfer of the balance of the eamings reserve account -
remaining after the transfers for dividends and inflation-proofing - to a
newly established municipal dividend fund on the first day ofeach fiscal

year, effective July 1, 199S.

HB 279 would appropriate the balance remaining in the earnings reserve
to Fund principal after the 1998 dividend calculation. Consequently, there
would be no negative impact on dividends in fiscal 1998. However, please
note that future dividends would be diminished relative to the status quo
in any year in which the balance in the earnings reserve account plus the
amount of net income earned that year is less than the net income for the

last five years multiplied by 21 percent



HB 279
February 26, 1998

Page 2

This conoequence is due to language in the two sections of Permanent
Fund law which determine the dividend calculation. The first section is

AS 37.13.140, which reads

Income available for distribution equals 21 percent of
the net income of the fund for the last five fiscal years,
including the fiscal yearjust ended, but mav not exceed
net income of the fund for the fiscal yearjust ended plus
the balance in the earnings reserve account described in
AS 37.13.145 (emphnsis added).

The second section is AS 37.13.145(b) which reads

(b) At the end ofeach fiscal year, tho corporation shall
transfer to the dividend fund established under AS
43.23.045 50 percent of the income available for
distribution under AS 37.13.140 (emphasis added).

Based on current APFC earnings assumptions, this negative impact on
dividends would occur in each of the next four fiscal years. You can see by
comparing the dividend columns in Financial Projections #1 and #2, that
dividends would be reduced by $179 million in fiscal 1999, $193 million in
fiscal 2000, $132 million in fiscal 2001, $48 million in fiscal 2002, etc.
(Note: The differences in future years are due, not to the statutory
language limitation, but rather to the fact that the larger amount of
income paid out in every year under HB 279 in this scenario, means less
income is earned in future years, which in turn loads to slightly smaller

dividends.)

Here is an illustrative example for fiscal 99 (in millions):

Net income for the past five years X 21% $1,738
Net income for fiscal 1999 #balance in theera  S1.289 4104 0 §1,393

PFDs * Vtof$1,393 (§696), instead of \Bof$1,738 ($869) a
PFDs reduced by $173

Financial Projection #3: This projection is identical to projection #2
except that it reduces the June 30, 1998 appropriation sufficient to allow
full dividends and inflation-proofing in all subsequent years.
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For Your Information: These financial projections are based on a
certain set of basic assumptions; the numbers shown on these sheets
would change ifdifferent assumptions were used. The assumptions used
in the preparation of each projection are listed at the bottom of each
projection sheet and explained herein.

It is the Corporation's policy to base its long-term projections on the
capital market assumptions prepared annually for the APFC by Callan
Associates as applied to the Fund’ target asset allocation and the
Department of Revenue’s most recent inflation assumption.

PLEASE NOTE THAT THE CORPORATION NEITHER SUPPORTS
NOR OPPOSES ANY PROPOSED CHANGES TO THE CURRENT USE
OF FUND EARNINGS, EXCEPT AS THEY MAY RELATE TO THE
PROPER EXERCISE OF THE TRUSTEES’FIDUCIARY
RESPONSIBILITIES AS REQUIRED UNDER THE PRUDENT

INVESTOR RULE.

C: Byron I. Mallott, Executive Director
Board ofTrustees
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PRINCIPAL (AT COST)
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ALASKA PERMANENT FUND
FINANCIAL PROJECTIONS 1998 - 2015
as of Hecember 31,1997

GASO  Statutory
Net Nit
Income ®  Income
16,194 14,034
3.167 2,036
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ALASKA PERMANENT FUND

FINANCIAL PROIECTIONS1998 - 2915
as ol December 31,1997

(inmillions)
PRINCIPAL (AT COST) INCOME UNREALIZED TOTAL
o GAINS FUND
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2 20939 25 263 54 21821 1970 1456 780 504 8l 104 89 4521 26446 Q2
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29570 46 187 64 30638 3,140 2.035 997 834 204 104 1059 11480 222 U
2 30638 49 168 84 31,739 3,306 2107 1,033 864 209 104 1151 12631 YY)
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ALASKA PERMANENT FUND

FINANCIAL PROJECTIONS 1998 - 2015
as of Decembor 31.1997

(in million®)
PRINCIPAL (AT COST) INCOME UNREALIZED TOTAL
- GAINS FUND
Distributions ol Statutory Income  Earnings Reserve At Market
Dedicated GASB  Statutory
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217 Second Street. Suite 200 mJuneau Alaska 99801 m Tel (907)586-1325. Fax (907M63-548C

Alaska Conference of Mayors

February 10, 1998

Representative Carl Moses
Alaska State Legislature
Juneau. AK 99801

Dear Representative Moses:

We arc writing in support of HB 279 MuniciL)al Fund Dividend. As you can see from the
enclosed 1998 Alaska Municipal League Alaska Conference of Mayors Legislative Platform, we
have placed a high priority in creating a community dividend program to assist cities and
boroughs in Alaska.

We believ e this is the appropriate time to begin the discussion of using the surplus of
undistributed earnings ot the Permanent Fund, which would not affect the current Permanent
Fund Div idend. The public needs to know how much of their dividends are being eroded by
federal income taxes (approximately 30 percent) and that money could be better spent right in
their own communities on schools, roads, sewer and water improvements, etc.

While we understand the political risks involved in discussing all of Alaska's assets, including
the Permanent fund, we believe that once the public underst;, 2s that moncv spent in their own
communities is more beneficial than sending it to Washington DC. they will support a
community atv idend program.

I'hank vou for your continued interest in the municipalities of Alaska and if we can provide vou
with anv assistance, please let me know.

Sincerelv,

-> e

J A

Kevin C Ritchie
| xecutive Director

cc \M 1| BoarJ of Directors

Ma-ka Conference of Majors
AML Revenue A Finance Subcommittee

. je\if jeswa

VEirM * ¢ M9 *»At 3nA o1 C1#s it onal A»*OCat*On o+ Court cv



Recomn”dations of the Alaska Conferc™Pc of Mayors,
Alaska Municipal league, Alaska School Administrators Association,
anil Association of Alaska School Boards

Education Funding

The emphasis of any education bill should be to fix and improve the current formula as
specified by the consensus points;

1. Add anew "purposr/ statement defining the state’s constitutional mandate for edu-
cation.

2. Support conversion of the “"unit" into a per student hase allocation while retaining
the current formula. The least understandable part of the formula is the concept of the
“unit" which relates to a number of students, rather than one.

3. Supﬁort the school Area Cost Differential Study, a broad salary study, and a study
of the impact of enrollment growth, funding of mandates, new technology, and other

influences on education in Alaska. _ , _

Add a biannual process for updating the Area Cost Differential. Area Cost Differ-

entials should be based on; o

« Community level, i.e. individual school, rather than the district level
* recognition of unique needs related to size and location of schools; and
» recognition of the Impacts of growth. o .

Instead of annual appropriations for single site school districts, add the adjustment

to the formula o . .

Oppose increasing the current four mill minimum or 35% of previous year's basic

need local contribution for municipal school distncts. .

Maintain the current local funding cap to avoid further transfers of state education

funding responsibility to local taxpayers and further discrepancies to educational op-

ortunities for children in Alaska. .

8 Continue to roimburse pupil transportation under a separate program

9  Maintain bilingual and vocational categorical funding .

10. Reduce special education regulations and 'over-identification* by combining spo-

cific categories of special education (resource and solf-containod). and imple-

menting a process by which distncts can request additional funding based on sup-

Bortmg Justification and documentation.

11 Provide for a hold-harmless to avoid injury to students.

12 Amenng/urrentAlaska Statute 14.I7.031(1{(b)t0 change the 10% student loss thresh-
0ld to %.

13. Support a long-term school construction program with at least a 70/30 match for
large municipalities with a sliding scale for small municipalities similar to the Municipal
Capital Matching Grant Program .

14 For FY 99. incroaso education funding by at least 3% por studont, plus continue
to adHust education funding for any changes in enroliment ,

15 The formula should include a process to annually adjust tho por studont allocation

so that it actually reflects increases or decreases in the cost of education, including

funding for new mandates

I~

~ o o

(S ]
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Fax
(907) 246-6633

Naknek, South Naknek, and King Salmon. Alaska

February 12,1998

Representative Carl Moses
State Capitol, Rm 204
Juneau. Alaska 99801-1182

SUBJECT: HOUSE BILL NO. 279*AN ACT RELATING TO THE MUNICIPAL
DIVIDEND PROGRAM"

Dear Rep Moses:

House Dill No. 279 puts forth a vision welcomed m Bristol Bay Borough. For years now
rural municipal government has been “taking a financial beaung" in Juneau. The stale legislature
has continued to cut budgets and appropriations to local governments Municipal operations and
maintenance needs, capital improvements needs, and municipal infrastructure in general, have all
been severely affected

~House Bill No. 279 Provides at least a bit of light al the end of the tunnel The passage of
this bill will provide a bit of sorely needed revenue to boroughs and municipalities, revenue that
will be put back into the local economy

House Bill No 279 will provide a means for municipalities to inmate repair of the
damage that has occuncd to their respective infrastructure due to several years of budget deficits.
The population based calculation to determine each municipalities dividend, appears to be a fair
and equitable approach

Putung SI.9 billion from excess interest earnings into the corpus of the Permanent Fund
when many (most0) communities in Alaska are having senous financial difficulties, was a
decision difficult to comprehend  The Permanent Fund was established to help provide for
Alaska's future needs when revenues declined That time has come

Our thinks to you Carl, for the cfTon you have put forth on House Bill No. 279 Rest

assured that you have the full Purport of the Dristol Day Botuujch for thisnicer of Irjpilounn



Financial relief is long overdue'! We believe that passage of House Bill No. 279 will improve
the overall "well-being? of all Alaskan communities.

|f Bristol Bay Borough can assist with your efforts to have Bill No. 279 passed, please
let me know.

Borough Manager



ferffwOc* BOROUGH - 17074t54569 fC.076 POO?

9the and Fbe(e)nli?)nsuArl% Boro”b
King Salmon, 0Aﬁas%a 99613
R et

February 16. 1998

Representative Ivan M. Ivan / Chair

House Community and Regional
Affairs Committee

State Capitol Bqumiy / Mailstop 3100

Juneau, AK. 99801*1182

SUBJ: HB 279/ Municipal Fund Dividend

Dear Representative Ivan:

It has come to the Borough's attention that the House Community and Regional Affairs
Conimittcc has scheduled a hearing for HB 279 on February 18that 8 AM™ We arc
wuting to provide you and the other members o f the Committee with wntten testimony
from the Lake and Peninsula Borough on HB 279 The Borough is pleased to be able to
testify on HB 279 and it strongly supports this bill for the reasons described below

HB 279 would create a municipal dividend from the surplus undistributed camings of the
Permanent Fund The dividend would be allocated each year to communities based upon
gopulanon The bill as written would have no impact upon Permanent Fund Dividends, the

orpus of the Permanent Fund, the required annual centibution to the Fund, or inflation
Erooflngr Therefore, this bill should not be considered to be a 'raid on the Permanent

und" The bill would simply use undistributed camings ofthe Fund to provide hasic
public services necessary to exPand the economy and provide for a desirable quahtr oflife
In Alaska communities We believe this bill is consistent with the original intent of the
Permanent Fund, to help pay for hasic public services and investments in our economy
when oil revenues decline 1t is time that the public in Alaska is provided with an honest
assessment of the State's true revenue picture

Tlie Borough believes that Municipalities should share directly in the wealth qene_rat_ed by
the State’s natural resources The eamings of the Permanent Fund certainly fall within that
category Municipalities are subdivisions of the State and they provide the most basic
public services that Alaska residents expect and deserve These services include, but axe
not limited to. schools, roads, docks, harbors, airports, solid waste, water, sewer and

oit .t Utilities, police, fire, hospitals, and so on Recent budget cuts by the Legislature have
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forced municipalities to reduce the level of services they provide and delay investments in
their economy and infrastructure. More importantly, these cuts have fotced municipalities
to raise local taxes. We believe HB 279 is a good solution to this problem because it
would provide for basic public services without increasing the size of State government or
forcing local governments to raise taxes Keepm% the size of regional government down
and prowqu funding for basic services directly to local communities Is a model that has
worked well for the Lake and Peninsula Borough.

Wc appreciate the opportunity to comment on HB 279. Please do not hesitate to contact
us if you need any more information or would like to discuss this bill further. Thanks for

your time and attention

Sincerely,

Borough Manager
C.
Governor Tony Knowles

Representative Carl Moses
Senator Lyman Hoffman
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heyd had a it rafl. nil of
'wile's five crow membzs

to

gator willi die Coast
. Juneau Marine Safely

ogn (tryan Johnson said the
long_ fishing boat that sank
» miles southeast of Yakii
Friday night didn't have a
o life’rail when it sunk lie
ml the survival suits of the
ol man, Mark Mnrley. an
ut the Coast Guard contin
Noareh for. Dave Hanlon,
tvt* been leaking

it's one of the mosl impor-
mfg]s," Johnson said. "If
« had a life rafl on board,
on them would have sur

**y's hody was recovered
& morning, along with
uvivors  William™ Mork,
« Decpua. 41 and llob
ei The three men, from
**re treated for mild hypo
eat Hie Yakutal 'ommiiin
nit Center, and were re
tk|Im|I.ty Mnrley was also
a
Coast (iitartl announeeil
einng Ilia! a formal hear-

u
Thoy're going lo be
searching lor most ol the

Olay'Lt. Cmdr. Ray Massey

y

mg will he scheduled in Sitka nr
Juneau m an effort lo find out
more about (he ctrcumslunces

d that lead (o (lle l.e Conte's sink

mg A lime and place for the
hearing has yet (o be determined.

Johnson interviewed (lie survi
vors of (lie accident over (he
weekend. Hi* said (lie crow knew
tin* boat was taking tin water
about 45 minutes before abandon

mg ship al about 7:15 p.m. Fri-

day. one nfthe crew members, on
a half hour inspection, found fito a
inches of water covering the eti
guii* room deck. In* said
They had a leak," Johnson
saltl "They don't know where the
leak camé from_ | don't think
we'll ever know They euiighl die
problem _earIK "
lit* said there were 40 to 50-
fool seas in the Golfof Alaska anil
Pltai*  Ufarart, Pag* H
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their benefi‘s
electronically
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Southeast Alaskans on welfare
now have a dehit card to use at
the store instead of food stamps,

They're participating In a (rial
Broqram the stale Division  of

,uﬁ) IC As?lstémce started Sundaﬁ

dial puls food stamp benefits an
welfare rash asmftance on cargs
that caﬂ,he use?l, a automatlct tell
er. machines antj in grocery stores
wﬁﬂ]aehn mac mes‘c.] y, ,

It's a system that's seejgg in-
creasing use nationally, said"Jim
Dalman, a public assistance pro-
gram officer with the state.

around Juuoau onSunday - the
first day cards could be uSed - to
check on how things went for both
clients and store merchants.
"It looks pretty Rromsmg," lie
said today. "Merchants like the
notion of” not having to handle
food stamlps.
The program, called Alaska
Uest, was Started under contr?ct
with five olner states fo develop
e ?Iectronlc benefit program.
The federal government covered

S=0O

most ol ‘he nearl)b§2 million ad-

ministrafive cost. Dalman said.
Klectronic  benefits
uired of all states hy the year
2 under federal welfare reform

aws.
An additional feature added bz
the ‘state is direct deposit t

e re-

Wéirari? pnym?ni5 at the nrst ot
each month.

Participating clients now don't
have lo wait for checks In arrive
in the mail, at times delayed hy
bad weather.

Dalman said the Quest card
should help reduce fraud, (IICI'[
and mail |oss, ,espeuﬁlly of Towl
stamps. He said Anchorage has
had problems gver Hie years with
food stamps being stolen froitt
mailboxes. .. .

_Other benefits include ,I?ss
stigma _of redeeming lood slajfiBI
in public. Talkin io recgnc&r*@r
stores Sunday, Dalman Said scv
oral cited (hat as an advantage
with the new system.

While all major grocery stores

PItit*  Fooditimpi, Pagaa

Permanent Fund outlook strong

Fund managers change investment portfolio

By MARK SABBATINI
Alaska Permanent Fund divi-
dend checks could (op $1.400 this
year, despite a sluggish stork
market o
Officials are p,rol)ectlng mh
million will be available for divi-
dends. compared to $74/ million
last gear. Last year's dividend of
$1,296 54 was paid toeach of about
55.1.014 people. o
_ Peter Hushre. chief finance of-
ficer fur the Alaska Permanent
Four! Corp., said it's loo early to
know what this year's dividend
might he. _

We have no idea what the
Po ulation base will tic," lie said
oday "If it stayed the same then
yes. the dividend would go u%

A dividend exceeding $1,400

would Ilieoreticnlly occur if $800
million were split”among 570,000

JAFIDIE. L

Tﬁe permanent fund is expect
mg to earn a record $2 173 billion
for the fiscal ¥ear ending June 30,
breaking |as Year,‘s record of
$2030 billion, tluslire said lie
said the fund corned $L5 billion
dUI’I\IIW\}J the first halt of the year.
~"We are being very conserva-
tive in our estimate for the re-
maining six months." lie said

The value of the_ia_ermaner]t
fund will exceed $24 billion by (lie
end of the fiscal year if the pro
lections Imld up. ~

Another $982 million is expect-
ed to be in an account containing
surplus fund earnings The money
can In* sjient hv lawmakers on
general stale eX|H*ases, hut in

stead lias generally been redepos
ited into the principal of the fund

~ Mu i of HF fund's gam is pml
its from the sale of stocks and nth
er holdings as fund managers re
structure the (H*rmam*nl tiling
portfolio, Bushre said.

He said managers are sfullw?
from active to passive manage
mcenl in some stock holdings by
purchasing mure index [Uinls,
which represent the broad mai
ket Investing inemerging Imcigii
markets is also planned this
spring, althou%h such invest
meutS  considered more riskv
than domestic stocks ~ are limit
ed to 2 percent ol till* tun's

worth,

PIun%m% oil markets are c\
pectod to hurt the stale's Irens
ury. hut are actu_al!}/ helping tin*
fund because industry sh* k
pricesare rising lltishresaid
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:es golf over gavel

>*5 and that's been a
And she Mid. "There
ltemalives for people

One of

to dissolve far fewer, she said
her more memorable
cases happened about 13 years

*nd alcohol problems” ago. involving  loose ~ and
n,was one of about 9 nonllxcndﬁed canines .
in the slate who deal og-at-large is one of the

Il minor offenses, or-
ants and summonses

most interesting” and. emotional
types of trial*, She said

ver arraignments and One case in particular turned

*rntenccs.
Jtes in  Alaska have
ider [urisdiction than

<aid. 0 prove jt

rm's eclectic work ex-
»de her well-suited for
rn and raised m a log-
.nnorthern Minnesota.
| cabins, worked in a
e. attended nursin

even sold Avon prod-

- to Alaska in 197) and
ob a year later.
-0u have to have a lot
sense, be willing and
*n. and have sonie life
she Mid of being a
That brings out €ém

gal. too

said
not guotv

en Saw a lot tn her  This
including marrymg

190 couples She s'had  adition

year-cld

and bit Hartshorn when a man on
trial pointed out that (h ,

J trate’s dogs were not licensed ei-
emporaries in other Eher He had city records on-hand

e magis-

Hartshorn Pried hefself for her
unlicensed dogs

Hnngell
the judge came dowr, har
self they better get their pets le-

residents figuorre]:% eirf

There *as a rur. -n city rail
for dog licenses after that

|
After all her time on the job
Hartshorn has some advice "for
an>one facm? .
.Be_a sra|9ht,-?]h oter
Be hor.es t
you re not guilty tell them you re

a judge

sh?
with the court |

twt ran in the

toulhm | Empir*, mid-January

enters plea

dozens of charges

3 HOLST

Thompson pleaded not
* charges - of burgla
| criminal mischiet -

tearold man was in-
a_Juneau grand jury
12 telony Counts ‘and

prove _Svobodny to'd Juneau Su-
perior Court Judge Larry
| think there are a substartui
number of crimes out there
According ta court records
Thompson t0,d ,
ted several of the burglaries he s

charged with and !
lice Dadge ard a gun white com

«*ks

police hr ---irr.v

he earned a po-
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!\/Iagors "
in Capitol

= Deferred
maintenance,
subsistence also
among concerns

BY MAPK SABBATIM

Iweal

Thanks for the help, but wc
r.eed more of it

That was the messaﬁe from
Alaska s mayors whi collectivel
delivered a ~State of the Munici-

alities™ address Wednesday
ost made sure they credited
‘tate legislators for providing van
ous forms of assistance but said
f00 many cuts m those programs
have been mate
During the past to years ot
budget cutting lucal municipal-
ities have had'to leam to do much
more with much less financial sup
port said Denali Borough Ma){or
iﬂhn Gonzales president of the
aska. Conference of Mayors
wr.ieh is meeting in Juneau" this
week -

Taxes at the municipal le* el
have doubled during the past 10
years to offset state cuts Gon:ales
Said But he said the trend may he
chan%ng as local officials plead
*:lh thoSe V. the state level

For the first time in 19 years
local taxpayer! have begun fo see
a stabilization in the amount of |o-
cal taxes they have to pay ' he

said

More than 29ntfcf city ar.d bor-
ough mayors delivered short
sPeeches, mostly fccunn? on areas
of concemn Many asked the Legis-

O Bite, Vo -

OMhodonnes 10

“alt

Cuts
[€SS

lature to ma«e no turther redu«
tions in direct financial pavmer:-
to the municipalities and that law
makers pursue a S 3 billion de-
ferred maintenance plan, wimt
some legislators say may have
be scaled back due’to lower-than
expected oil prices. ,

We feel «this»is a project tha'
needs to stay intact and we w
urge ttheflegls.lature| not to bre<ak !
up out of concern o1l prices ar< go
n?g to be ?ow sald Igod|a Isla?.c
Borough Mayor Jerome Selby

Juneau. Mayor Dennis “Eg.v
said the city has seen a // percer.
decline in general financial u>m-
lance paymients and also is brir.
forced to'pay a éjreater percentage
of school-refated expenses He *a
the cost to Juneau is theequivalrr
of more than a five-mill merein
in the local property tax

In Hoonali "pedple have be*-
hurt falling from a state d*e
needing maintenance work sa
Mayor Albert Dick He said budge
cuthacks. Individual Fishing
tas and uncertainty about thie «t
sistence issue are also hurting if-
small community ,

We certainly at this sta*e
the game need help, and subm
tS%rilge lcvery implant tow f-

Empire Ovsvrwn
as awe as yoce
irecrone 506-7740



