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HOUSE BELL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - FIRST SESSION

BY REPRESENTATIVE HUDSON

Introduced:
R eferred:

A BILL 

FOR AN ACT ENTITLED 

"An Act making a special appropriation from the budget reserve fund under a rt  

IX, sec. 17(c), Constitution of the State of Alaska, to the Alaska Income Account; 

and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The unappropriated balance in the budget reserve fund (art. IX, sec. 17, 

Constitution of the State of Alaska) on July 2, 1999, is appropriated to the Alaska Income 

Account (AS 37.13.145). This appropriation is made under art. IX, sec. 17(c), Constitution 

of the State of Alaska.

* Sec. 2. This Act takes effect only if a version of a bill establishing the Alaska Income 

Account in the Alaska permanent fund is passed by the Twenty-First Alaska State Legislature 

and becomes law.

* Sec. 3. If this Act takes effect, it takes effect on the effective date of the provisions of 

the bill described in sec. 2 of this Act that establish the Alaska Income Account in the Alaska 

permanent fund.
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L E G A L  S E R V I C E S

DIVISION OF LEGAL AND R E SE A R C H  SE R V IC ES 
LEGISLATIVE A FFA IR S A GENCY

(907) 465-3867 or 465-2450 STA TE OF A LASKA
FAX (907) 465-2029 130 Seward Street. Suite 409
Mail Stop 3101 Juneau. Alaska 99801-2105

M E M O R A N D U M  March 30, 1999

SUBJECT: Appropriation to the Alaska Income Account (Work Order No. 21-
LS0788VD)

T O : Representative Bill Hudson
Attn: Melinda Hofstad

F R O M : Tamara Brandt Cook
Director

Here is a sectional summary that you requested.

Sec. 1. Appropriates the balance in the budget reserve fund on July 2, 1999 to the Alaska 
Income Account. The July 2 date is intended to accommodate the possibility that money 
may be appropriated from the budget reserve fund in the FY 2000 budget, hopefully, with 
an effective date o f  July 1. This appropriation requires the 3/4 vote under the state 
constitution.

Sec. 2. This appropriation bill will take effect only o f a substantive bill is enacted 
establishing the Alaska Income Account.

Sec. 3. If it takes effect, the effective date will coincide with the effective date o f provisions 
o f substantive law establishing the account.

TBC:pl:glc 
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HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - FIRST SESSION

BY REPRESENTATIVE HUDSON

Introduced:
R eferred:

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to income of the Alaska permanent fund, to the Alaska Income 

Account, and to the permanent fund dividend program; and providing for an 

effective 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 fund includes income of the 

Alaska Income Account [EARNINGS RESERVE ACCOUNT] established under 

AS 37.13.145. Net income of the fund shall be computed annually as of the last day 

of the fiscal year in accordance with generally accepted accounting principles, 

excluding any unrealized gains or losses. [INCOME AVAILABLE FOR 

DISTRIBUTION EQUALS 21 PERCENT OF THE NET INCOME OF THE FUND  

FOR THE LAST FIVE FISCAL YEARS, INCLUDING THE FISCAL YEAR JUST 

ENDED, BUT MAY NOT EXCEED NET INCOME OF THE FUND FOR THE 

FISCAL YEAR JUST ENDED PLUS THE BALANCE IN THE EARNINGS
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RESERVE ACCOUNT DESCRIBED IN AS 37.13.145.]

Sec. 2. AS 37.13.145(a) is amended to read:

(a) The Alaska Income Account [EARNINGS RESERVE ACCOUNT] is 

established as a separate account in the fund. Net income [INCOME] from the fund 

shall be deposited by the corporation into the account as soon as it is received. Money 

in the account shall be invested in investments authorized under AS 37.13.120.

Sec. 3. AS 37.13.145(b) is repealed and reenacted to read:

(b) On July 1 of each fiscal year, the corporation shall transfer from the 

Alaska Income Account to the general fund an amount that equals 5.25 percent o f the 

total fair market value on that day of

(1) the fund, including the unappropriated balance of the Alaska Income

Account: and

(2) the unappropriated balance of the budget reserve fund (art. IX, sec. 

17, Constitution of the State of Alaska).

Sec. 4. AS 37.13.150 is amended to read:

Sec. 37.13.15C, Corporation budget. The Alaska Incom e Account 

[REVENUE GENERATED BY THE FUND'S INVESTMENTS] must be identified as 

the source of the operating budget of the corporation in the state's operating budget 

under AS 37.07 (Executive Budget Act). The unexpended balance o f the corporation's 

annual operating budget lapses into the Alaska Incom e Account [DOES NOT 

LAPSE) at the end of the fiscal year [BUT SHALL BE TREATED AS INCOME 

UNDER AS 37.13.140].

Sec. 5. AS 43.23.025(a) is amended to read:

(a) By October 1 of each year, the commissioner shall determine the value of 

each permanent fund dividend for that year by

(1) determining the total amount available for dividend payments,

which equals

(A) the amount appropriated from  the general fund [OF 

INCOME OF THE ALASKA PERMANENT FUND TRANSFERRED] to the 

dividend fund [UNDER AS 37.13.345(b)] during the current year;

(B) plus the unexpended and unobligated balances of prior fiscal
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year appropriations that lapse into the dividend fund under AS 43.23.045(d);

(C) less the amount necessary to pay prior year dividends from 

the dividend fund in the current year under AS 43.23.005(h) and under 

AS 43.23.055(3) and (7);

(D) less the amount necessary to pay dividends from the 

dividend fund due to eligible applicants who, as determined by the department, 

filed for a previous year’s dividend by the filing deadline but who were not 

included in a previous year's dividend computation;

(E) less appropriations from the dividend fund during the 

current year, including amounts to pay costs of administering the dividend 

program and the hold harmless provisions of AS 43.23.075;

(2) determining the number of individuals eligible to receive a dividend 

payment for the current year and the number of estates and successors eligible to 

receive a dividend payment for the current year under AS 43.23.005(h); and

(3) dividing the amount determined under (1) o f this subsection by the 

amount determined under (2) of this subsection.

* Sec. 6. AS 37.13.145(c) and 37.13.145(d) are repealed.

* Sec. 7. TRANSITION. The Alaska Income Account established in AS 37.13.145(a), as 

amended in sec. 2 of this Act, is the successor to the earnings reserve account, and the balance 

in the earnings reserve account on the effective date of this section shall be retained in the 

Alaska Income Account until distributed to the general fund in accordance with 

AS 37.13.145(b), as repealed and reenacted in sec. 3 of this Act.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).
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L E G A L  S E R V I C E S

(907)465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Street, Suite 409 

Juneau , Alaska 99801-2105

M E M O R A N D U M April 22,1999

SUBJECT: Alaska Income Account (Work Order No. 21-LS0787\ G)

TO: Representative Bill Hudson 
Attn: Melinda Hofstad

FROM: Tamara Brandt Co 
Director

Sec. 1. Deletes the "income available for distribution" formula which is now used to 
calculate the amount to transfer to the permanenl dividend fund. Renames the earnings 
reserve account the Alaska Income Account.

Sec. 2. Changes name o f  the camiogs reserve account to the Alaska Income Account, but 
leaves it as a separate account in tire permanent hind. Net income from the permanent fund 
is to be deposited in the account. "Net income" is described in existing law under 
AS 37.13.140.

Sec. 3. On July 1 each year the permanent hind corporation is directed to transfer from the 
Alaska Income Account to the general fund an amount based on the fair market value of the 
permanent fund and the budget reserve fund: 5.25 percent.

Sec. 4. Requires the budget o f  the permanent fund corporation to come from the Alaska 
Income Account.

Sec. 5. Bases the amount o f the pennanent fund dividend on the amount appropriated for 
that purpose from the general fund. The existing link between the amount o f  the dividend 
and the income o f  the permanent fund is eliminated.

Sec. 6. Repeals provisions relating to inflation proofing and treatment o f certain income 
resulting from litigation.

Sec. 7. Provides that the Alaska Income Account, as the successor to the eamings reserve 
account, retains the balance that is in the eamings reserve account on the effective date.

Sec. 8. Immediate effective date.

TBC:jdr:lmb 
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A  B a l a n c e d  B u d g e t  P l a n

f o r  A l a s k a

House Finance 
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• W e  need a long-term balanced budget plan to 

provide Alaska families a secure e c o n o m i c  

future.

® H i g h e r  oil prices d o  not ch a n g e  the need to act

n o w !



C o n s t i t u t i o n a l  B u d g e t  R e s e r v e
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M o n t h / Y e a r  

C o n s t i t u t i o n a l  B u d g e t  R e s e r v e  E x h a u s t e d

O p e r a t i n g  B u d g e t  

A n n u a l  C h a n g e

A v e r a g e  A N S  O i l  P r i c e  a t  W e s t  C o a s t

D e s t i n a t i o n

$ 1 0 .5 0  $ 1 2 .5 0  $ 1 4 .5 0  $ 1 6 .5 0

H o ld  t h e  l in e J a n - 0 2 J u l - 0 2 J a n - 0 3 S e p -0 3

C u t  $ 4 0  m i l l io n  th i s  

v e a r  t h e n  h o ld  t h e  l in e F e b - 0 2 A u g -0 2 F e b -0 3 N o v -0 3





A n n u a l i z e  $ 1  p e r  b a r r e l  e f f e c t  o n  

g e n e r a l  f u n d  u n r e s t r i c t e d  r e v e n u e

F Y $  m i l l i o n
1 9 8 8 1 4 5
1 9 9 0 1 4 5
1 9 9 2 1 4 0
1 9 9 4 1 2 5
1 9 9 7 1 0 3
1 9 9 8 9 1
1 9 9 9 8 2
2 0 0 0 7 0
2 0 0 1 6 7
2 0 0 2 6 4
2 0 0 3 6 0
2 0 0 4 5 9
2 0 0 5 5 6

f i s c a l  y e a r s
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G o v e r n o r  K n o w l e s  b e l i e v e s  a n y  b a l a n c e d  | 

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

•  P r o d u c e  a  l o n g - t e r m  b a l a n c e d  b u d g e t ;

e P r o t e c t  A l a s k a ’ s  c h i l d r e n ,  m a i n t a i n  v i t a l  p u b l i c  s e r v i c e s  -  

e s p e c i a l l y  s c h o o l s  -  a n d  o u r  p r o - b u s i n e s s  e c o n o m y ;

"  P r o t e c t  a n d  g r o w  o u r  s a v i n g s  a c c o u n t s ;

•  C o n t i n u e  a  s i z a b l e  P e r m a n e n t  F u n d  D i v i d e n d ;  a n d ,

•  C h a n g e s  t o  t h e  A l a s k a  P e r m a n e n t  F u n d  o r  d i v i d e n d s  s h o u l d

b e  m a d e  w i t h  a  v o t e  o f  A l a s k a n s .



P r i n c i p l e s  S h a p e  a  P l a n
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• T o  preserve a healthy dividend, A l a s k a  

n e e d s  a b r o a d - b a s e d  tax.

• Eliminating a healthy d i v i d e n d  a n d
'

a v o i d i n g  a b r o a d - b a s e d  tax m e a n s  n o n ­

residents d o n ’t p a y  for their use of 

A l a s k a ’s public services.



G o v e r n o r  K n o w l e s ’  P r o p o s a l
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• U s e  P e r m a n e n t  F u n d  E a r n i n g s  3

-  t r a n s f e r  $4  b i l l io n  in  P e r m a n e n t  F u n d  e a r n i n g s  n o w  ] 

to  a  s e p a r a t e  f u n d  ( C B R F )
V,

-  t r a n s f e r  a d d i t i o n a l  e a r n i n g s  i f  a n d  w h e n  n e e d e d  

( c u r r e n t l y  p r o j e c t e d  b e tw e e n  2 0 1 0  a n d  2 0 1 4 )

• N e w  o r  E n h a n c e d  R e v e n u e  S o u r c e s

-  a  b r o a d ,  g e n e r a l  t a x

-  m o r e  a g g r e s s i v e  i n v e s t m e n t  o f  s e p a r a t e  f u n d  ( C B R F )

R e s p o n s i b l e  B u d g e t  R e d u c t i o n s



O t h e r  a p p r o a c h e s  c o u l d  b a l a n c e  

b u d g e t  i n c l u d i n g :

• A  separate fund structured differently 

• A n n u a l  use of P e r m a n e n t  F u n d  i n c o m e

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

( 1 )  P e r m a n e n t  F u n d  e a r n i n g s ;  ( 2 )  a  b r o a d - b a s e d  t a x ;  a n d  

( 3 )  r e s p o n s i b l e  b u d g e t  c u t s  w i l l  b o t h  b a l a n c e  o u r  b u d g e t  a n d  

p r e s e r v e  a  s i z a b l e  a n n u a l  P e r m a n e n t  F u n d  D i v i d e n d .



m ^ s s  ■•• - - -.aaaeBgaa ■ --  :-. a g g B a s s a s .— :—

.j

P r i n c i p l e s  o n  w h i c h  t h e  G o v e r n o r  i s  

w e i g h i n g  b a l a n c e d  b u d g e t  p l a n s

_____________________________________________________________________________________________________________________________________________

•  D o e s  i t  p r o d u c e  a  l o n g - t e r m  b a l a n c e d  b u d g e t  a s  f a r  i n t o  t h e  f u t u r e  
a s  o n e  c a n  r e a s o n a b l y  p r e d i c t ?

•  D o e s  i t  k e e p  a  h e a l t h y  A l a s k a  p r o - b u s i n e s s  e c o n o m y  a n d  p r o v i d e  
v i t a l  s e r v i c e s ,  i n c l u d i n g  s c h o o l s  a n d  t h e  p r o t e c t i o n  o f  A l a s k a ’ s  
c h i l d r e n ?

•  D o e s  i t  p r o t e c t  a n d  g r o w  o u r  s a v i n g s  a c c o u n t s ,  t h e  P e r m a n e n t  
F u n d  a n d  t h e  C o n s t i t u t i o n a l  B u d g e t  R e s e r v e ?

• D o e s  i t  c o n t i n u e  t o  g e n e r a t e  a  s i z a b l e  P e r m a n e n t  F u n d  d i v i d e n d ?

•  D o e s  i t  r e q u i r e  a  v o t e  o f  A l a s k a n s  b e f o r e  c h a n g i n g  t h e  P e r m a n e n t  
F u n d  o r  d i v i d e n d s ?
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W r i t t e n  T e s t i m o n y  b y  t h e  A l a s k a  S u p p o r t  I n d u s t r y  A l l i a n c e  
t o  t h e  A l a s k a  S t a t e  H o u s e  F i n a n c e  C o m m i t t e e

A p ri l 2 2 , 1 9 9 9  
by Karen Cowart, G enera l M anager

The Alliance is a statewide trade organization formed 20 years ago to provide a 

collective voice for companies that provide goods and services in support o f  oil 

and gas exploration, developm ent and production. Although The Alliance does not 

include all support businesses in the state, most o f  the major players are members. 

Like most trade organizations, w e believe our membership reflects the industry as 

a whole.

The A lliance has 300-plus member businesses, organizations and individuals that 

operate and work all across the state, from the North Slope to the Kenai Peninsula. 

C ollectively, our membership em ploys about 25,000 Alaskan residents. W hile The 

A lliance is headquartered in Anchorage, we have active chapters and committees 

in Fairbanks, Kenai and Prudhoe Bay.

The Alaska oil and gas support industry is suffering difficult times in these days o f  

low  oil prices. We estimate over 3,000 people have lost their jobs within our 

membership during the last quarter o f 1998 and the first quarter o f  1999.

According to industry experts, despite the recent upward fluctuation, overall low  

oil prices will likely go on for another one to two years, perhaps longer.

ALASKA SUPPORT INDUSTRY ALLIANCE
'8‘ Street. Suite 200 » Ancnorags. Alaska 99503 • Phone (907) 563-2226 • Fax. (907) 561-8870



A s difficu lt as tim es are, it is critical that w e d o  n o t  l o s e  s i g h t  o f  th e  f u tu r e ,  when  

the econ om ic clim ate changes and opportunities re-em erge. The m ost important 

thing that state governm ent can do r ig h t  n o w  is to ensure that Alaska is poised to 

encourage and take advantage o f  future resource developm ent. A nd that means 

balancing the budget, th is  y e a r .

I think it is  important to note that The A llian ce has advocated a balanced state 

budget virtually since its inception in 1979. C losing the state's fiscal gap r e m a in s  

a s  o u r  l o p  p r i o r i t y  this year. W hy? B ecause the financial status o f  state 

governm ent w ill dictate our m em bers’ livelih ood  by  either encouraging future 

petroleum  in vestments, or by chasing investors away.

U nchecked, the rising fiscal gap betw een state revenues and expenditures projects 

an im age o f  an unstable, irresponsible governm ent. It generates uncertainty among 

potential and existing industry investors. It is critical that o il com panies view  

Alaska as a s t a b l e  p l a c e  to  in v e s t  in w hen oil prices rise in the future.

For this reason, The A lliance is heartened to see  b ip a r t i s a n  e f fo r ts  to address the 

state's m ost sen ou s problem , the budget. W e a p p l a u d  th e  g o v e r n o r  for com ing to 

the table w ith a proposal that has served as the catalyst for m eaningful dialogue on 

various m easures to balance the state budget.

W e understand that there are now  several plans that address the budget gap. The 

A lliance Board o f  Directors has not review ed these plans in detail, nor can we 

provide com m ent on specific plans at this tim e. We can, how ever, provide the 

support industry’s perspective regarding several tools, many o f  w hich  are included

Page 2



as elem ents to the plans now  on the table. The A lliance polled its m em bership in 

mid-M arch to discover w hich tools are m ost palatable. This is what w e found:

S t a t e  G o v e rn m e n t  S p e n d in g  R e d u c t i o n s

The vast majority - 9 8 %  - o f  A llian ce m em bers s u p p o r t  c o n t in u e d  c u ts  in 

governm ent spending. About three-fourths (76% ) picked spending cuts as the t o p  

c h o ic e  o f  m ethods to balance the budget. M ost agreed that s p e n d in g  r e d u c t io n s  

s h o u ld  o c c u r  before any o t h e r  revenue s o u r c e s  a r e  e s ta b l is h e d .

The state o f  Alaska can no longer do business as usual. The A lliance looks to the 

leadership in the H ouse, the Senate and the Administration to m ake thoughtful 

decisions that w ill realize greater effic ien cy  in governm ent, whether it be by 

results-based budgeting, consolidation o f  governm ent programs, elim ination o f  

non-essential services, use o f  a tw o-year budget cycle, and/or privatization o f  som e  

governm ent functions.

Cutting the budget must be done in a w ay that w ill not cripple the state’s econom y  

and infrastructure. Over the years, governm ent has incorporated more and more 

programs, not all o f  them mandated by the constitution. We m ust identify the 

essential programs, and c lo se ly  review  those programs that m ay be "nice” but not 

necessary.

As citizens, w e m ay have our opinion on programs in governm ent, but w e are not 

privy to all the information that is available to legislators and administration 

officials. W e have elected you to research information about governm ent programs 

and then decide what can be reduced or elim inated without harming the stale.

Page 3
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I ’d like to em phasize that The A llian ce has always supported efforts to reduce 

governm ent spending as the f i r s t  a n d f o r e m o s t  method o f  balancing the budget. 

W e still do, but w e also realize spending cuts alone w ill not c lose  the billion- 

dollar-plus gap. The tim e has com e to consider all options.

P e rm a n e n t  F u n d  U n d i s t r ib u t e d  a n d  U n r e a l i z e d  E a rn in g s

U sing som e portion o f  the Permanent Fund’s undistributed or unrealized earnings 

to fund governm ent is acceptable to e ig h t  o u t  o f  1 0  A lliance m em bers. Two-thirds 

(64% ) supported use o f  som e, but not all o f  the fund’s unrealized earnings, w hile  

16% said use it all, i f  necessary.

L im iting (or elim inating) the Permanent Fund Dividend, and using the remaining 

earnings to fund governm ent services, was acceptable to seven ou t o f  10 o f  

responding A lliance m em bers.

W e understand that the Permanent Fund Dividend is a significant contributor to the 

econom y, and that it is considered by som e Alaskans as incom e to support their 

fam ilies. Even so, w e m ust recognize that the permanent fund w as originally  

established to help fund governm ent in a tim e o f  declining oil production and 

revenue. That time has com e, at least for now .

T a x e s

The A llian ce has never taken a position in support o f  taxes. W e w ill not endorse a 

tax now, but w e understand taxes may need to be considered. I f  a tax is absolutely  

necessary, we b elieve  it should be levied  so  that all Alaskans share in the burden o f  

funding public services. N o  one segm ent o f  com m erce or the public should be 

singled out to shoulder the burden alone.
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W hile taxes o f  any type w ere the least popular budget-balancing too ls to A lliance  

m em bers, a sales tax appeared to be the m ost palatable taxation. A bout h a l f -  52%  

- said they could support a state sales tax, p r o v i d e d  i t  w o u l d  b e  l e v i e d  s t a t e w id e  

a n d  o n  a  f a i r  a n d  e q u i t a b l e  b a s i s .

A lliance m em bers o v e r w h e lm in g ly  o p p o s e  a  s t a t e  in c o m e  ta x , E ighty-one percent 

said they “do not support” or “strongly oppose” using this tool to  balance the 

budget.

C o n c lu s i o n

In closing , I w ould like to leave you with this thought. The A laska oil and gas 

support industry IS in crisis. B usinesses are taking i m m e d ia t e  m e a s u r e s  to survive 

in the long term. T hey are realigning budgets to reflect losses in project revenues 

and reducing expenditures accordingly. It is im perative that the stale does the 

sam e. T im e IS o f  the essence.

W e recognize that these are tum ultuous tim es, with budget d ecision s c lose ly  tied to 

em otional issues. The A lliance looks to state leaders to m ake sound decisions  

based on what is good  for all A laskans, not just a few . W e are w illin g  to do our fair 

share.

Thank you for the opportunity to provide testim ony on this important issue.

Page 5
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April 21, 1999

Re; All-A!askan Endowment

Representative Eldon Mulder:

You asked me to jomment on various bills that, collectively, would change the way the 
State’s financial assets are used to fund government. Those assets are in the Permanent 
Fund, the Budget Reserve Fund and the Earnings Reserve Account I assume that the 
objective of the bills’ proponents Is to bring about sustainable spending.

I’ve read the bills and can only conclude that spending would still be unsustainable under the 
proposed system. The endowment that would be employed in the attempt to make spending 
sustainable lacks essential elements.

(1) Initially, the endowment must be composed of all of the financial assets that are subject to 
appropriation under the present system. The proposed endowment satisfies this requirement. 
Indeed it includes assets that are not subject to appropriation (the Permanent Fund’s assets).

(2) All of the oil money received in the future must be added to the endow ment. What’s 
proposed does not satisfy this requirement, because most of thatmoney would continue to go 
into the General Fund. Since it is paid to the State in such irregular amounts, it is not 
sustainable. (Do we need any more proof of this fact ?)

(3) The amount withdrawn from the endowment for spending each year must be limited to 
expected real growth from investment (about 5% of the market value of the endowment's 
assets). That much is sustainable. Any more than that taken out of the endowment would not 
be sustainable. The proposal satisfies this requirement (if a favorable construction is given to 
the bills).

(4) Even if all three of the above requirements were satisfied, the endowment would have to 
be established by constitutional amendment. Otherwise, subsequent legislatures would 
change the system when they wanted more money to spend, and unsustainable spending 
would resume. Besides, isn’t it for the people and not the Legislature to define legislative 
authority ?

Note that a proper endowment would deprive the Legislature of resources that it is 
accustomed to having. The oil money in the General Fund and the Budget Reserve Fund 
would be missing. It would be good riddance, however, because that’s the money that 
causes the problem.

The oil money comes into the General Fund in amounts that aren’t sustainable. Thus, in 
some years estimated receipts are low and there’s a 8ap between them and proposed 
expenditures. The Legislature struggles to close the gap by increasing non-oil receipts and 
reducing expenditures. If it isn’t closed, the gap is conveniently bridged for one or more 
years with reserves from the Budget Reserve Fund. When the reserves are exhausted, 
however, the gap must be closed. At that point the drop in spending, particularly if the gap 
has grown during the period of bridging, can be precipitous.
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An endowment takes that problem-causing money off the table, converts it to sustainable 
revenue and puts it back on the table. Spending becomes sustainable.

None of the problem-causing money can be allowed to by-pass the endowment, because if 
any substantial part of what is spent is unsustainable, necessarily spending is unsustainable. 
That’s why the elements o f the endowment, enumerated above, are essential.

Other comments that could be made about the bills would not go to the heart of the matter. 
For instance, one could question the authority of a legislature to direct a subsequent 
legislature, expressly or impliedly, to appropriate money for a certain purpose, or to impose a 
cap on what can be appropriated for that purpose, or to require that the money be 
appropriated from a certain fund. And a question could be raised as to a legislature’s 
authority to avoid the constitutional requirement of a three-quarter vote by “appropriating” 
(since an appropriation is an authorization to spend, transferring) the assets of the Budget 
Reserve Fund to the Alaska Income Account.

And it’s beyond the scope of this brief note to comment on the incidental advantages of an 
endowment, such as its effect on the State’s credit and on private investment in resource 
development.

I hope these comments are helpful. Incidentally, this will be sent to two other legislators who 
have asked me to comment on the bills.
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c.
£  U  t  A LA  b K A  r*

Comments by
C he ry l Frasca to House Finance Com m ittee , A p ril 2 2 ,1 9 9 9

Criteria to 
Evaluate Fiscal Plans

Purpose
Advance identification of a financial plan that closes the state’s fiscal gap and fosters the long­
term prosperity of the Alaskan economy and its people.

Evaluation Criteria
1. Stability

a) Stable and predictable annual flow of revenues
b) Predictable tax regime
c) Stable spending
d) Ability to adjust to changing needs
e) Can be implemented

2. Sustainability
a) Protects and grows the Permanent Fund
b) Maintains revenue generating capacity of other financial assets
c) Advances financial investment policies that achieve maximum financial return

3. Fairness
a) Trade-offs between taxes, dividends, and public services are balanced across all 
Alaskan households, businesses, and communities
b) Links economic activity and a return to the slate treasury
c) Connects Alaskans tc financial decisions
d) Provides a smooth transition between any change in the size of dividends, taxes, 
or public services

4. Simplicity
a) Disposition of revenues and financial earnings is understandable
b) Clear definition of each element’s composition and purpose

5. Complete and full disclosure
a) Uses reasonable assumptions for revenue generating capacity of natural resources 
and financial assets
b) Uses reasonable assumptions for population growth and composition change, and 
inflation
c) Balances revenues a'.d spending for at least twenty years
d) Clearly accounts for all revenues, current spending and future financial commit­
ments

/•
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^ O F  A L A S K A ^ *

Comments on 
“A ll Alaskan Plan”

Chery l Frasca 
House Finance Comm ittee 

A p ril 2 2 , 1999

The fo llow in g  comments are o ffe red  on the "A laska  A laskan P la n ,"  based on the F isca l Po licy  
C oun c il’s criteria it developed to evaluate fisca l plans.

Overall
Real value of the state’s financial assets remains approximately constant through 2025 . 

As long as the withdrawal rate is consistent with the long-run real rate of return on 
financial assets, there is no significant decline in value.

Evaluation using the Council’s criteria for long-term plans
L S tability
• Flow of revenues from financial assets will be relatively stable if the withdrawal rats is 
constant.
• Flow of revenues from other sources is not necessarily stable. Fluctuating oil revenues 
can still impact revenues available in a particular year. A separate fund or account could serve 
as a “shock absorber” on a temporary basis and providing an opportunity to implement other 
revenue generating measures.

2. Sustainability
Plan’s provisions that contribute to sustainability:
— Proper selection of the withdrawal rate
— Inclusion of market value of all financial assets in the base for withdrawal formula
— Automatically Inflation-proofs

• An "endowment rule" creates the potential for the Permanent Fund to earn a maximum 
return consistent with an appropriate risk target

3. Fairness
• Dividend and general fund spending compete directly for available revenues. This can 
lead to more accountability and public involvement in the allocation of public resources

Budget gap is filled through a combined use of tools: reduction of the dividend, use of 
financial earnings, budget cuts, and new taxes
• No broad-based tax is imposed in the near-term; recognizes the potential for a broad- 
based tax in the long term
• No solution to the “Alaska Disconnect" through which current economic development 

activity would not contribute to the state treasury through a broad-based tax

p . 0 3
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4. Simplicity
• No new fund(s) created
• Permanent Fund and Alaska Income Fund have clear purpose 

Can be implemented with only a change to the CBR
• Retains flexibility in the use of earnings of financial assets (no dedication of earnings to
particular purposes)

5. Completeness
• Recognizes the need to use all the tools
• Assumptions are reasonable

3
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Fiscal Policy Council of Alaska
House Finance Committee * April 22,1999

R E A L  V A L U E  O F  F I N A N C I A L  A S S E T S  I N
2 0 1 0

COMPARED TO TODAY

$ 1 0 , 0 0 0
$ 8 , 0 0 0
$ 6 , 0 0 0
$ 4 ,0 0 0
$ 2 , 0 0 0

$ 0
( $ 2 , 0 0 0 )
($ 4 ,0 0 0 )
( $ 6 , 0 0 0 )
( $ 0 , 0 0 0 )

( $ 1 0 , 0 0 0 )
BAU G O / ALL AK NO DIV

S O U R C E  O F  IN C R E A S E  IN 

A S S E T  V A L U E S
R E L A T I V E  T O  B U S I N E S S  A S  U S U A L

$25 ,000  

$ 2 0 , 0 0 0  
$1 5 ,000 

$ 1  0 , 0 0 0  
$5 ,000 

$ 0
BAU QCV ALL AK

H DIVIDEND CUTS FINANCIAL EARNINGS
NO DIV

TAXES

BAU-'Business as Usual" Analysis by 
Dr. Scott Goldsmith, UAA ISER

4
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vo u c y  c n

£  0  F A L A S K A 1?

W ORKING TO  PROM OTE 
A L A SK A 'S L O N G -T E R M  
F I S C A L  C E R T A I N T Y

AN U P D A T E  O N  C L O S IN G  A L A S K A 'S  F IS C A L  G A P • IS S U E  #5 • W E E K  O F A P R I L  12. 1999

In  e v a lu a tio n  o f  f is c a l p la n s . . .

G oal: Susta in  va lue  o f  state 's financial assets
In between its woik on next year's stale budget, ihe 

Finance Committees are reviewing various ideas on how 
the stale can close the gap between spending and rev­
enues. Most use the same tools—spending reductions, 
permanent fund earnings, new and/or increased taxes—  
in different ways to get different results.

To evaluate ideas, the Council is working with Dr. 
Scott Goldsmith, an economist with UAA's Institute 
for Social and Economic Research (ISER). The 
Council believes any plan to secure the slate's finan­
cial future must sustain the real value of the stale's 
financial assets since they are the primary source of 
revenues for the foreseeable future. To "pass'' this 
test, the inflation-adjusted value of the state's finan­
cial assets (CBR, Permanent Fund, and general

funds) must be at least as great in year 2010 as today.
To objectively compare proposals, the model stan­

dardizes assumptions. By using the same "inputs" (rate 
of return on financial assets, projected revenues from oil 
and non-oil, inflation, population, and general fund 
s| tending), a plan can be judged on how well it sustains 
asset value.

The accompanying charts describe three basic 
scenarios. Chart #1 and #2 represent the "extremes." 
Chart #1 is "business as usual" in which no structural 
fiscal changes are made. Chart #2 illustrates what 
happens if Permanent Fund dividends are no longer 
paid. Chart #3 shows how PF dividends are im­
pacted when earnings arc first used to sustain the real 
value of financial assets.

W h a t happens i f  . . .
C h a r t  #1 : B u sin ess  a s  U su a l

Illustrates
• How long financial assets last with no change 
in the state’s fiscal policies
How works
• All financial assets (including the PF) and earn­
ings are used as needed to pay for general fund 
spending and dividends
What it means
• CBR is exhausted in FY 2003
• Financial assets (including the PF) decline to 
less than 70% of current value by 2010
• Financial assets disappear entirely about 2020

YEAR-END FINANCIAL ASSETS: 
Business as Usual

INCLUDES PF. ER, CBR AND UNREALIZED GAINS
$40
$38 
$36 

9 $34
f  $32 

$30 
$28 

<* *26 $24 
$22 
$20

1999 2001 2003 2005 2007 2009

5
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W hai happens if . . . (continued)

C h a r t  # 2 : N o  P F  d iv id e n d
Illustrates
• If the state budget can be financed from current 
sources if the dividend were eliminated 
How works
• Status quo except PF dividends are no longer paid 
What it means
• Value of the state's financial assets grow 25% 
by 2010 and offset decline of oil revenues
• Financial assets continue growing well beyond 
2025

C h a r t  #3 : S u s ta in  re a l v a lu e  o f  asse ts 
Illustrates
• What size of dividend is consistent with sus­
taining the real value of financial assets 
How works
• Financial earnings are allocated among infla­
tion proofing, the dividend, and GF spending to 
maintain the real value of financial assets 
What it means
• The real value of the dividend falls to 30% of 
current value in 2010
• Dividend disappears about 2025_____________

A b o u t  t h e  m o d e l . . .
The Council is using this model because it focuses on the "big picture" and highlights two important 

indicators of the state's long-term fiscal health: value of financial assets and the level of general fund 
and dividend spending.

By standardizing assumptions, it enables plans to be compared on a level playing field. Three sets of 
assumptions (base,optimistic,and pessimistic) allow plans to be compared under different conditions (the 
base case is reflected in the above charts). Years 2004+_____________________Real Nominal

FISCAL POLICY COUNCIL OF ALASKA * FISCAL $EN$E • W EEK OF APRIL 12,1999

B ase  case assum p tion s : Rate o f  Return long 4 .5% 7 .6%
Years 1999 to 2003 . Real . Nominal Rate o f  return short 2 .5% 5 .6%
Rate o f  Return long 4 .5%  7 .6% G row th rate o i l revenues -3 .0% -0 .1%
Rate o f  return short 2 .5%  5 .6% N on -o il revenues 0 .0% 3 .0%
O il revenues D O R  A p ril 1999 forecast G row th rate personal inc tax 0 .0 %
N on -o il revenues G row  $ 1 0  m illion /yea r G row th rate other revs to G F 0 .0%
G F  spending F la t except K -1 2  at 1 .5% G F  spending 0 .0% 3 .0%
In fla tion 3 .0% In fla tion 3 .0%
Popu lation 1 .1% Popu lation 1 .1%

The Fiscal Policy Council of Alaska, Inc. is a nonpartisan, nonprofit, member-supported organization dedicated to 
promoting the stale's long-tenn fiscal certainty through research and providing objective information about Alaska's 

finances. "FISCAL SENSE" is written by FPCA board member Chetyl Frasca, a longtime budget-watcher. 
____________ The Council can be reached by calling (907)258-2331: fax 258-2332; exdir@fiscalak.org.

io
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Ken L es te r 
Box 373
Kodiak, AK 99615
Ph: (907)486-3376 
Fax: (907)486-4488
Hon. Alan Austerman 
Alaska S ta te  House 
Juneau, Ak,

Dear Alan:

the problem: how fund s t a t e  Government in to  tire Future.
ANSWER: Set up an account th a t  makes enough earn ings in FY This

Year to  fund FY Next Year.
SOLUTION: Begin an Alaska Income Account th a t  the people of

Alaska w il l  g e t behind and support.
WHERE DO THE BEGINNING FUNDS COME FROM: Somehow th is  Account

needs a s u b s ta n t ia l  cash In fu sion  th a t w il l  allow  I t  to  
qu ick ly  begin to  earn  enough to  In f la t io n  proof i t s e l f  and 
fund a t  s u b s ta n t ia l  amount of Government as I t  b u ild s to  
fund a l l  of Government.

I t  is  r e a d i ly  apparen t to  me, in  ta lk in g  to  regu la r v o te rs  (I have not 
d iscu ssed  th i s  w ith Government Workers), th a t  they  would support moving h a lf  
(50%) of the  Permanent Fund P r in c ip a l In to  th i s  ACCOUNT I f  the Permanent Fund 
remainder stayed  as i s  and was adm in istered  the same. They a lso  do not 
understand how the Permanent Fund opera tes, (ie I n f la t io n  Proofing, D ividends, 
and Excess Earnings) When I suggest th a t the CBR and Excess Earnings could be 
added to  th i s  ACCOUNT th ey  a re  lo s t .
I t  Is a ls o  r e a d ily  apparen t th a t  th ey  a re  d ea th ly  a f ra id  th a t  th e  L eg is la tu re  
i s  going to  gain  excess to  the Permanent Fund P r in c ip a l and squander th e  
p r in c ip a l.  They seem to  be suppo rtiv e  of e s ta b lish in g  the ACCOUNT If  I t  le 
s e t  up in  the  same manner as th e  Permanent Fund. (le. In f la t io n  P roo fing  and 
the remaining earn ings going In to  th e  General. Fund)
I have found th a t  th ey  a re  r e a l l y  r e a l ly  s e t  ag a in s t having th e  Permanent Fund 
d ry  up and be gone w ith reopec t to  the  Annual Dividend Checks. They 
understu^d th a t  some of th e  Permanent Fund w ill more than l ik e ly  have to  be 
used to  L 1ance the  budget. Governor Knowles p lan to  move $4 b i l l i o n  in to  the 
General Acc unt went over l ik e  a ton  o f b rick s on the top  of the head. This 
would be spen t and gone In no time Is  the fe e lin g .
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In  exp la in ing  th a t  th e  ACCOUNT would be s e t  up by th e  L e g is la tu re  and thus 
allow ing the ru le s  to  change a t  th e i r  whim in re sp ec t to  th e  p r in c ip a l of the 
ACCOUNT is  a ls o  not accep tab le . They are fo r a vote o f th e  people to  s e t  up 
the ACCOUNT in  such a manner th a t  the People would have to  a llow , by vo te, th e  
p r in c ip a l to  be used. The le sson  o f the Permanent Fund P r in c ip a l needing a 
vote of the  people i s  a s a f e ty  n e t th a t  they a re  w ell aware o f and a p p re c ia te .
One of th e  Ideas th a t  Governor Knowles has now is  th a t  of s e t  a s id e  funds fo r 
c e r ta in  c o s ts  of Government. Such a s  the Highway Funds coming from the  
gaso lin e  tax es . This in  my op in ion is  th e  worst m istake t h a t  can be made. I 
f e e l th a t  i t  i s  im perative th a t  the funding of Government needs to  remain in  
the  hands of th e  L eg is la tu re . Once sp e c ia l accounts a re  s e t  up th e re  w il l  be 
more to  come u n t i l  a l l  o f che budget is  accounted fo r p r io r  to  any d iscu ss io n  
o f what is  need where. In order to  continue funding as needed year to  year we 
need to  s ta y  w ith th e  p re sen t system or Government w i l l  run w ithout f i s c a l  
c o n t r o l .

The S ta te  Budget s h o r t f a l l  i s  approxim ately $1.2 b i l l i o n  t h i s  y ea r. The 
excess ea rn ings of the Permanent Fund Is c lo se  to  th i s  amount t h i s  year. I f  
$18 b i l l i o n  i s  th e  amount of th e  Permanent Fund P r in c ip a l t h i s  yea r, then we 
need to  s t a r t  th e  ACCOUNT w ith about $18 b i l l io n .  I f  th e  CBR, Excess 
Earnings, and Unrealized Gains a re  $9 b i l l io n  and $9 b i l l i o n  (50%) of the 
Permanent Fund were p laced In to  the ACCOUNT the I n te r e s t  gained would be 
somewhere along the l in e s  of th e  Permanent Fund Excess E arn ings, thus funding 
the s h o r t f a l l  of th e  budget.
Whatever happens the  PEOPLE need to  be involved, educated, and suppo rtiv e  of 
the ACCOUNT. As I understand th e  proposals today, I am a g a in s t them.
I would l ik e  to  see and I b e liev e  the People would accep t:
1. A vote of the people s e t  up the  ACCOUNT (so the 

L eg is la tu re  can not reach  the p r in c ip a l w ithout our 
approval)

2. The ACCOUNT be in f la t io n  proofed as p a r t  of th e  vo te  to
s e t  up the  ACCOUNT (thus removing the  p o s s ib i l i t y  of the 
L eg is la tu re  not ap p ro p ria tin g  in f la t io n  p roo fing  to  
in c rea se  th e  budget)

3. At l e a s t  h a lf  (50%) of th e  Permanent Fund P r in c ip a l remain 
in  the Fund and th e  d iv idend program continued, even i f  
th e  d iv idend i s  g r e a t ly  reduced. Income to  th e  Fund would 
con tinue to  be depo s ited  to  the  p r in c ip a l a s  i t  i s  today 
a llow ing the  Fund to  grow slow ly. (I b e liev e  th e  People 
would accep t t h i s  over th e  complete lo ss  of the dividend)

4. The Excess Earnings of the  Permanent Fund ( a f te r  th e  50%
is  moved to  th e  AOOOUNT and a f te r  in f la t io n  p roo fing  each 
year and a f t e r  d iv idends a re  paid each year) would be 
depo s ited  In to  the  ACCOUNT. This would con tinue u n t i l  
such time as th e  ACCOUNT has grown to  the e x te n t th a t  i t  
earns enough t o  cover the  complete budget.

- 2 -
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S. At the  time th a t th e  budget i s  f u l ly  funded by th e
ea rn in g s of the  ACCOUNT the General Fund Income th a t  Is 
no t from the  ACCOUNT earn ings could be d epo s ited  in to  the 
ACCOUNT p r in c ip a l.

I r e a l i z e  th a t  t h i s  may seem a simple plan and th a t  th e  L eg is la tu re  more th an  
l ik e ly  w il l  no t accep t i t  as th ey  w ill not have th e  c o n tro l th a t  i t  appears 
th ey  a re  seek ing over the P r in c ip a l of the  ACCOUNT. The g re a te s t  problems 
w ith the  p lan s th a t  I see th a t  a re  being p resen ted  today is  th i s  co n tro l 
w ithou t inpu t t h a t  the L eg is la tu re  Is  try in g  to  gain over th e  sav ings o f the  
S t a t e .
The problems w ith the  Governor's p lans th a t  have been and con tinue to  be 
p resen ted  is  th a t  they  a l l  hinge on increased tax e s  w ithou t decreased 
Government.
I t  would be n ice  to  s i t  down in a room f u l l  of People and debate the  Issues 
th a t  th e  AOOOUNT b rings to  the su rface  and th e  good th a t  i t  can have fo r the 
fu tu re  o f A laska.
I wish you luck in  try in g  to  do the  b e s t w ith  t h i s  idea o f th e  ACCOUNT and 
thanks fo r  try in g . I w ill continue to  bea t my sm all drum around town and when 
I fe e l t h a t  1 have enough answers and Ideas I w i l l  be w r it in g  th e  E d ito r of. 
th e  M irror, Anchorage News, Fairbanks Miner, and th e  Juneau paper.

Ken L e s t e r

-  3 -
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FY1999 FY2000 FY20O1 FY2002 FY20O3
Revenue Assumptions 12.11 13.57 14.52 15.28 16.00
Oil Price in $/bbl 12.11 13.50 13.50 13.50 13.50
Volume in mbbl/d 1.166 1.047 1.064 1.035 1.049
HB96 Passes (Y or N) - All Leases © 25°/< Y Y Y Y Y

Market Assumptions
Perm Fund Total Return 7.910% 8.250% 8.250% 8.250% 8.250%
Yield of Dividends 8 Interest 4.000% 3.820% 3.820% 3.820% 3.820%
Expected Capital Gains/Losses 3.910% 4.430% 4.430% 4.430% 4.430%
% of Unrealized Gains Realized 24.820% 18.750% 18.900% 19.000% 19.230%
CBR Yield 6.080% 5.500% 5.500% 5.500% 5.500%

Anualized Return XXX#

Dividend Assumptions
Maximum Dividend to $ per Person $1,000 $1,000 $1,000 $1,000 $1,000
Calculated Dividend Amount x $1,000 $1,000 $1,000 $1,000 $1,000

illation Assumptions
General Inllalion Rato - Used lor Inflation Proolinj 1.540% 3.000% 3.000% 3.000% 3.000%
Growth ol Agency Expenditures • Inflatior 0.00% 0.00% 0.00% 0.00% 0.00%
Growth ol Formula Expenditures - Inflatior 0.00% 0.00% 0.00% 0.00% 0.00%
Growth ol School Expenditures - Inflatior 0.00% 0.00% 0.00% 0.00% 0.00%
Growth of Capital Budgei - Inflatior 0.00% 0.00% 0.00% 0.00% 0.00%

Population Growth Assumptions
Agency Expenditures - Population 0.000% 0.000% 0.000% 0.000% 0.000%
Formula Expenditures • Population 0.000% 0.000% 0.000% 0.000% 0.000%
School Expenditures - Population 1.500% 2.642% 1.500% 1.500% 1.500%
Capital Budget - Population 0.000% 0.000% 0.000% 0.000% 0.000%
Dividends 1.600% 1.600% 1.600% 1.600% 1.600%

illation Proofing Assumptions
Statuatory Inllalion Proofing Amount x 287.7 0.0 0.0 0.0 0.0
Question: Use the Statuatory Method? (Yor N Y N N N N

ndowment Assumptions
Payout % N/A 5.55% 5.69% 5.75% 5.75%
Minimum Dividend $250 00 $250.00 $250.00 $250.00
Split (Y or N) N/A N N N N
% Split lor Dividend N/A
% Spirt lor General Govornmen N/A

All Alaska Plan 4, Inpul jitfUUtU* ̂fesktjcxd Vi*LiU>*

FY2004 FY2005 FY2006 FY2007 FY2008 FY2009 FY2010 FY2011
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0.0
N

0.0
N

0.0
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N N N N N N N N
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Budget Assumptions FY1999 FY2000 FY2001 FY2002 FY2003 FY2004 FY2005 FY2006 FY2007 FY2U08 FY2009 FY2010 FY2011
Revenues

Petroleum Revenue 677.6 692.9 657.2 615.5 588.9 581.9 511.5 471,1 427.4 393.8 362.9 092.6 270.0
Non-petroleum Revenue 621.1 614.8 613.2 617.6 612.0 598.7 592.9 592.1 581.4 571.3 560.7 550.2 539.7
Alaska Credit Income Tax (Net receipts in millions) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Alaska Sales Tax (1% = $60 million, exempts food &ltca 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other New Revenue HI 0.0 100.0 103.0 106.1 109.3 112.6 115.9 119.4 123.0 126.7 130.5 134.4 138.4
Other New Revenue M2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Resenucs 1,298.7 1,407.7 1,373.4 1,339.2 1,310.1 1,293,1 1,220.2 1,182.6 1,131.8 1,091.7 1,054,1 987.2 948.1

Expenditures
Agency Operations 1,104,7 1,104.7 1,054.7 1,014.7 984.7 964.7 973.8 993.3 1,013.1 1,033.4 1,054.1 1,075.1 1,096.7
Formula Programs 372.5 372.5 372.5 372.5 372.5 372.5 380.0 387.5 395.3 403.2 411.3 419.5 427.9
K-I2 Education 681.2 699.2 709.7 720.3 731.1 742.1 768.1 795.0 822.8 851.6 881.4 912.2 944.2
Perm Fund Dividends X 572.4 581.6 590.9 600.4 610.0 619.7 629.6 639.7 650.0 660.4 668.1 599.0 359.1
Perm Fund Hold Harmless 28.6 29.2 29.8 30.4 31.0 31.6 32.3 32.9 33.6 34.2 34.9 35.6 36.3

Proposed Budget Cuts III 0.0 (50.0) (40.0) (30.0) (20.0) (10.0) 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Proposed Budget Cuts MI 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Supplemental Budget • Fires, Floods, (Y2K, FY99), etc. 13.6 16.5 16.5 16.5 16.5 16.5 16.5 16.5 16.5 16.5 16.5 16.5 16.5
Debt Service (Net of non-GF School Fund and AHFC off 46.0 3.5 38.7 41.9 41.8 41.8 41.8 41.8 41.8 41.8 41.8 41.8 41.8
Capital Budget 85.4 85.4 oa.4 85.4 85.4 85.4 87.1 88.9 90.6 92.4 94.3 96.2 98.1
Stale Match for Loan Programs (Water, Sewer, etc.) 20.9 19.4 17.2 17.2 17.2 17.2 17.2 17.2 17.2 17.2 17.2 17.2 17.2
Oilier Ml 0.0 0.0 0.0 0.0 0.0 0.0 0,0 0.0 0.0 0.0 0.0 0.0 0.0
Other#2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total General Fund Expenditures'. 2,925.4 2,862.0 2,875.4 2,869,3 2,870.2 2,881.6 2,946.3 3,012.8 3,080.9 3,150.7 3,219.5 3,213.2 3,037.7

Budget (UcfldO/Surplus (1,626.7) (1,454.3) (1.502.0) (1,530.1) (1,560.1) (1,588.4) (1,726.1) (1,830.2) (1,949.1) (2,059.0) (2,165.4) (2,226.0) (2.089.5)

Transfers
Transfer (lo)/from CBR (Beg of Year) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (lo)drom CBR (Thru the Year) 1,025.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (to)Arom CBR (End of Year) 0.0 0.0 0,0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Legislative Appropriations to Perm Fund Principal 0.0 0.0 0.0 0.0 0,0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Transfer (to)Arom Alaska Income Acct (Beg of Year 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (to)/from Alaska Income Acct (Thru the Ye 0.0 843.5 881.3 899.3 919.1 937.1 1,064.2 1,157.5 1,265.6 1,364.4 1,462.4 1,591.4 1,694.1
Transfer (to)Arom Alaska Income Acct (End of Year 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

PFD Transfer from Earn Reserve (End of Year) 572.4 581.6 590.9 600,4 610.0 619.7 629.6 639.7 650.0 660.4 668.1 599.0 359.1
PFD Transfer from Earn Reserve for Hold Harmless 28.6 29.2 29.8 30.4 31.0 31.6 32.3 32.9 33.6 34.2 34.9 35.6 36.3

Total Transfers 1,626.7 1,454.3 1,502.0 1,530.1 1,560.1 1,588.4 1,726.1 1,830.2 1,949.1 2,059.0 2,165.4 2,226.0 2,089.5
1,522.6 1,594.8 1,673.0 1,736.4 1.803.1 1,873.6 1,941.2 2,005.7 2,069.1 2,130.5 2,190.4 2,053.2 2,107.0

Difference 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

CBK Balance 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Alaska Income Acct Ilalanci 5,367.2 5,966.0 6,631.4 7,377.2 8,208.5 9,003.4 9,756.2 10,497.3 11,209.9 11,900.4 12,569.8 13,261.4 14,171.7
fnrcalLtcd Gain.' 3,689.1 4.008.4 4,298.3 4,567.3 4,813.1 5,041.1 5,266.5 5,487.9 5,705.5 5,918.8 6,127.6 6,331.8 6,532.7
Unrealized Gains Realized % 24.820% 18.750% 18.900% 19.000% 19.230% 19.460% 19.460% 19.460% 19.460% 19.460% 19.460% 19.460% 19.460%
Continued Deficit
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CONSTITUTIONAL BUDGET RESERVE FY1999 FY2000 P/2001 FY2002 FY2003 FY2004 FY 005 FY2006 FY2007 FY2008 FY2009 FY2010 FY20M
TOTAL Const Budget Reserve (Beg of Yr) 3,559.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Oil & Gas Tax Dispute Resolutions (Thru the Year; 56.0 120.0 120.0 120.0 120.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (lo)/1rom APFC Alaska Income Acct (Beg o 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (to)/from APFC Alaska Income Acct (Thru 1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (to)/from APFC Alaska Income Acct (End o (2,761.9) (123.3) (123.3) (123.3) (123.3) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (to)/!rom Gen Fund (Beg o! Year 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 o.r 0.0 0.0
Transfer (toj/Irom Gen Fund (Thru the Year (1,025.6) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 P.'j 0.0 0.0 0.0 0.0
Transfer (toj/Irom Gen Fund (End of Year 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Earnings 172.4 3.3 3.3 3.3 3.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL Const Budget Reserve (End of Yr) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

ALASKA PERMANENT FUND
PrinciDat/CorDUS FY1999 FY2000 FY2001 FY2002 FY2003 FY2004 FY2005 FY2006 FY2007 FY2OO0 FY2009 FY2010 FY201I
TOTAL Principal at Cost (Beg of Yr) 18,516.0 18,971.9 19,120.4 19,268.3 19,414.3 19,562.9 19,715.2 19,858.7 19,999.4 20,137.3 20,274.6 20,411.2 20,540.7

Dedicated Oil Revenues (Thru the Year) 130.0 122.2 119.2 114.8 114.6 115.4 103.6 97.5 91.2 86.9 82.2 70.7 64.8
Other Transfers (Amerada Hess) (End ol Year) 38.2 26.3 28.7 31.2 34.0 37.0 39.9 43.2 46.6 50.4 54.4 58.8 63.5

Legislative Appropriations (End of Year) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (to)/from APFC Alaska Income Acct (Beg o 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (lo)/from APFC Alaska Income Acct (Thru I 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (lo)/from APFC Alaska Income Acct (End o 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Statuatory Inllalion Proofing (End of Year) 287.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL Principal ol Cost (Ending Bai; 18,971.9 19.120.4 19,268.3 19,414.3 19,562.9 19,715.2 19,858.7 19,999.4 20,137.3 20,274.6 20,411.2 20,540.7 20,669.0

Alaska Income Accounl FY1999 FY2000 FY2001 FY2002 FY2003 FY2004 FY2005 FY2006 FY2007 FY200B FY2009 FY2010 FY20I1
TOTAL Alaska Income Acct Acct Balance (Beg of Y 1,363.0 5,367.2 5,966.0 6,631.4 7,377.2 8,208.5 9,003.4 9,756.2 10,497.3 11,209.9 11,900.4 12,569.8 13,261.4
Transfer (to)/lrom APFC Principal (Beg of Year 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (toj/Irom APFC Principal (Thru the Year; 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0,0 0.0 0.0 0.0 0.0
Transfer (toj/from APFC Principal (End ol Year 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (to)/!rom Gen Fund (Bog of Year 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (to)/!rom Gen Fund (Thru the Year) (0.0) (843.5) (881.3) (899.3) (919.1) (937.1) (1,064.2) (1,157.5) (1,265.6) (1,364.4) (1,462.4) (1,591.4) (1,694.1)
Transfer (to)rtrom Gen Fund (End of Year 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (to)/from CBR (Beg of Year 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (loj/lrom CBR (Thru the Year; 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Transfer (!o)/!rom CBR (End of Year 2,761.9 123.3 123.3 123.3 123.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
PFD Transfer (to) Gen Fund (End of Year (572.4) (581.6) (590.9) (600.4) (610.0) (619.7) (629.6) (639.7) (650.0) (660.4) (668.1) (599.0) (359.1)
PFD Transfer (toj Gen Fund for Hold Harmless (E x (28.6) (29.2) (29.8) (30.4) (31.0) (31.6) (32.3) (32.9) (33.6) (34.2) (34.9) (35.6) (36.3)
Interest Income X 957.6 1,073.0 1,113.7 1,155.8 1,200.1 1,246.9 1,291.6 1,334.3 1,376.4 1,417.1 1,456.8 1,495.3 1,534.4
Realized Gains x 1,217.9 925.0 1,001.7 1,071.3 1,145.9 1,218.0 1,272.5 1,326.0 1,378.6 1,430.1 1,480.5 1,529.9 1,578.4
Statuatory Inllalion Proolinf (287.7) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Operating Costs of APFC (32.2) (42.0) (42.6) (43.3) (43.9) (44.6) (45.2) (45.9) (46.6) (47.3) (48,0) (48.7) (49.5)
Legislative Appropriations lor Oil & Gas Liligatior 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Legislative Appropriations for Otlioi 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Loss Amerada Hess Settlement Earnings (not inc x (38.2) (26.3) (28.7) (31.2) (34.0) (37.0) (39.9) (43 2) (46.6) (50.4) (54.4) (58.8) (63.5)

TOTAL Alaska Income Acct Balance (End of Yr; 5,367.2 5,966.0 6,631.4 7,377.2 8.208.5 9,003.4 9.756.2 10,497.3 11,209.9 11,900.4 12,569.8 13,261.4 14.171.7

Unrealized Gains FY1999 FY2000 FY2r '1 FY2002 FY2003 FY2004 FY2005 FY2006 FY2007 FY2008 FY2009 FY2010 FY20I1
8alance of Unrealized Gains (Beg of Year) 3,970.9 3,689.1 4,008.4 4,298.3 4,567.3 4,813.1 5,041.1 5,266.5 5,487.9 5,705.5 5,918.8 6,127.6 6,331.8
Current Year Unrealized Gains 936.1 1,244.4 1,291.5 1,340.3 1,391.7 1,446.0 1,497.9 1,547.4 1,596.1 1,643.4 1.689.4 1,734.1 1,779.4
Amount of Gains Realized (1,217.9) (925.0) (1,001.7) (1,071.3) (1,145.9) (1,218.0) (1,272.5) (1,326.0) (1,378.6) (1,430.1) (1,460.5) (1,529.9) (1.578.4)
Additional Gains Realized 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

□at Unreal Gain add to Market Value 3,689.1 4,008.4 4,298.3 4,567.3 4,813.1 5,041.1 5,266.5 5,487.9 5,705.5 5.918.0 6,127.6 6,331.8 6,532.7
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A laska State Leg is la ture

HOUSE O F REPRESEN TATIVES

TO: Rep resen ta tive  E ld on  M u ld e r, C o -C h a ir  
R ep resen ta tive  G ene T h e rr ia u lt , C o -C h a ir  
H ouse  F inance C om m ittee

FROM: T he  A ll-A la s k a n  P la n  W o rk in g  G roup
R ep resen ta tive  A lan  A uste rm an R ep resen ta tive  L isa  M u rk ow sk i
R ep resen ta tive  G a ry  D a v is  R ep resen ta tive  G a il P h illip s
R ep resen ta tive  B i l l  H udson  R ep resen ta tive  J im  W h ita k e r
R ep resen ta tive  C a r l M o rg an  R ep resen ta tive  B i l l  W illiam s

DATE: A p ril 2 2 , 1999

RE: A ll-A la s k a n  P lan

T h e  m em bers o f  the A ll-A la s k a n  P la n  W o rk in g  G rou p  thank you  fo r  the opportun i y  to 
present the A ll-A la s k a n  P lan  to the H ou se  F inance C om m ittee . These are exc iting  tim es 
and i f  w e have the cou rage to act ro w , w e b e liev e  a trem endous oppo rtu n ity  ex is ts to  put 
o u r fisca l house  in o rd e r fo r  m any, m any years to com e.

T he  fo l lo w in g  m ate ria ls  are attached fo r  y o u r re v iew :

•  S p on so r statem ent
•  T h e  A ll-A la s k a n  P lan  w ith  rev ised  c o lo r  cop ies o f  the p la n ’ s sp readsheet
•  “ T h e  C ase fo r  Increased F le x ib ility : H B 156 ”
•  “ A la s k a  Pe rm anen t F und ”
•  “ A la s k a ’ s Pub lic  F inances”
•  “ T he  D iv id end  -  F o u r D if fe re n t S c en a rio s ”

W e  re s p e c t fu lly  ask m em bers o f  the H ou se  F inance C om m ittee  to fu l ly  con s id e r the 
m any m erits  o f  the A ll-A la s k a n  P lan .

A ttachm en ts



A l a s k a  State L e g i s l a t u r e

State Capito l 
Juneau A K  
99801-1182

S p o n s o r  S t a t e m e n t  

T h e  A ll-A lask an  P la n

The “All-Alaskan Plan” is the work product of a group of members of the House 
Representatives and will hopefully serve as a template for a long-term, 
sustainable fiscal solution for our state.

Whv do we need a plan and why do we need it now?

Alaska needs a long-term, sustainable fiscal plan and we need it now. The State 
of Alaska has not had one budget that has stood on it’s own since 1992. Over 
$3.4 billion has been borrowed from our savings accounts to balance these 
budgets despite over $275 million in spending cuts over the past several years. 
Even with these difficult cuts, the legislature will have to withdraw another $1.2 
billion this year just to balance the budget. Some have suggested a personal 
income tax to bridge the gap. An income tax is estimated to generate a 
maximum of $350 million annually, still leaving us almost $850 million short! 
Others have expressed support for a statewide sales tax. Estimates are that the 
revenues produced by a 5% sales tax would produce only $300 million, still 
leaving us with a deficit of $900 million. These measures fall woefully short of 
the revenue needed to fund essential services. In addition, the public as a whole 
has indicated that they do not support the institution of such measures.

Every year that we iust continue to spend our savings down to fill our billion 
dollar-plus deficit, forces us to take more drastic action later. The deficit does not 
go away this year. Next year's deficit is also projected to be close to a billion 
dollars. Without taking definitive action now, we put off the hard decisions that 
will, without a doubt, become only harder to make. Each year our options to bail 
ourselves out become more limited. As we continue to drain our savings, we 
forever lose the opportunity to generate income from these assets.

The All-A laskan creates an endowment

The All-Alaskan Plan is an endowment plan. It creates the Alaska Income 
Account, which replaces the current Earnings Reserve Account. Net income 
from the Permanent Fund continues to accrue to this account. Each year 5.25%



to 5.75% of the market value of the Permanent Fund and our other savings 
accounts would be removed from the Alaska Income Account and deposited to 
the general fund to pay for essential services and dividends. The plan does not 
take a dime from the corpus of the Permanent Fund.

Additionally, the plan calls for the deposit of certain revenues directly to this new 
account could include a school tax of $100 a year for every employed person, 
contributions from the Alaska Railroad, the Alaska Housing Finance Corporation, 
the Alaska Industrial and Export Authority, and the Science and Technology 
Foundation. The proceeds from the Governor’s proposed nine cents a gallon 
motor fuel tax are also included. Any other new revenues that may be 
considered could be added to this account as well.

By coordinating all these funds into one account we can maximize our 
investment return. Like any good endowment, the corpus of the permanent fund 
remains untouched, is inflation proofed and continues to grow. The difference 
between the endowment payout from the Alaska Income Account and the 
Permanent Fund’s long-term earnings of over 8% will remain in the corpus for 
inflation proofing.

The assumptions we have based this plan on could be called conservative and 
even a bit pessimistic. In it, the price of oil over 10 years does not exceed 
$13.50 a barrel. The plan does not include any new revenue that may occur 
from additional resource development such as a new gas pipeline or added oil 
production. We have been making real cuts to our State budget for the past nine 
years. The plan continues responsible budget reductions, but in later years it 
realistically considers increased costs for education, formula programs and other 
state programs as our population grows.

To implement this plan there is no income tax required and no statewide sales 
tax is proposed. The endowment works because of increased earning power, 
reductions in state spending, and reduced dividends not to exceed $1000.
Please understand, however, that higher oil prices, higher investment earnings, 
new production, lower population growth or just less government spending could 
serve to raise the dividends in later years. As there are only so many 
components in any fiscal plan, a higher dividend would require the addition of an 
income tax or statewide sales tax. At this time we believe most people would 
find that combination unacceptable.

Even under our current system, the continued payout of dividends is not certain. 
We have been blessed with a bull equities market for many years. The possible 
reversal of this market trend, combined with the required statutory inflation 
proofing of the fund and increased population growth could also severely impact 
our future dividends.



The All-A laskan P!an assures a stable financial fu ture

The All-Alaskan Plan closes the fiscal gap and provides sustained funding for 
essential and responsible state programs and services. By removing much of the 
uncertainty about the State’s role in our overall economy, this plan will also serve 
to stabilize employment, protect property values and foster economic growth.

We are a young and growing state. We must take action sooner, not later, to 
assure that we can support our priorities of education, transportation, energy, 
public safety, deferred maintenance, water and sewer, resource development 
and social services. The All-Alaskan Plan can do all that -  and still pay a 
dividend for many years to come.

It’s safe and logical

The endowment approach is the safe and logical template on which to design our 
fiscal future. We believe that this plan or some variation of it must be enacted 
before this session ends. We urge the Alaska people, the Legislature and the 
Governor to fully consider the merits of the All-Alaskan Plan. We encourage your 
ideas, suggestions, and recommendations as we make progress in resolving the 
fiscal gap. If anyone has a better idea or improvements to this plan, we remain 
open to listen. To do nothing is not an option.

Representative Alan Austerman Representative Lisa Murkowski
Representative Gary Davis Representative Gail Phillips
Representative Bill Hudson Representative Jim Whitaker
Representative Carl Morgan Representative Bill Williams
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I. E L E M E N T S  O F  T H E  A L L -A L A S K A N  P L A N

1. Prioritizes spending and services

2. Develops a sustainable revenue base

3. Establishes the Alaska Income Account w hich w ill grow over the years

4. Includes the following new revenues and places all in the Alaska
Income Account:

A. Tobacco settlem ent/annual $ 30.0 M illion
B. School Tax - $100/year due July 1st each year $ 28.6 M illion
C. Fuel Tax (Governor's Bill)/annual $ 27.0 M illion
D. Cigarette Tax/annual $ 32.0 M illion
E. Rental Car Tax/annual $ 5.0 M illion
F. Business Licenses Doubled/annual $ 4.0 M illion

Consideration of annual deposits from the following:

A. Alaska Railroad
B. AHFC
C. AIDEA
D. ASTF

6. Inflation proofs at the long term rate of 3%

7. Establishes price of oil for planning purposes at no h igher than $13.50 
bbl.

8. Continues budget cuts through year 2004

9. Assumes population growth to 775,000 by 2015
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I I .  L O N G  R A N G E  P R I O R I T Y  F O R  S P E N D I N G  &  S E R V I C E S

EDUCATION

K-12 Education

1. Put into place curriculum, testing and m oney to make sure every Alaskan 
school child graduates from high school in the top 1 /3  of the National 
Rating System.

2. Prioritize vocational education of all opportunities applicable in Alaska 
today; develop direct apprenticeship program s for students going from 
high school into a vocational job.

3. Reformulate college-bound students into a grades 10-14 program  so they 
receive first two years of college in our university system and can 
intermingle beginning college classes during their last year of high school.

4. Put into place program  to reduce and delete high school drop-out rates. 

University

4.

Delete beginning or remedial courses; high school students will have to 
qualify for full college status; the grades 10-14 program  can be tied into 
this goal -  local school districts m ust be educating high school graduates 
to enter a full university curriculum -  not to take remedial courses in 
college because they d idn 't get the education in high school.

Reorganize all the community colleges and have their mission focus on 
tele-education and vocational education. Have only the campuses in 
Fairbanks, Anchorage and Juneau provide four-year curriculum.

As much as possible, consolidate all schools of study into one location and 
make each community college develop a specific specialty, such as Arctic 
environmental study in Kotzebue, mining in Nome or whatever. By doing 
this, we strengthen the missions of the community colleges and give them 
the opportunity for expansion and growth.

Increase Alaskan student enrollment through incentives, scholarships and 
availability of diversified curriculum through expanded community 
colleges and tele-education delivery.
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* i
STATEWIDE TRANSPORTATION SYSTEM

1. Prioritize expansion of transportation netw ork to all viable resource 
projects in the State.

2. Insure transportation access throughout the state -  finalize all RS2477 
designations.

3. Expand and build a Northwest rail system from the Arctic Coal Project 
south to Kotzebue, Nome, Unalakleet and the m outh of the Yukon at St. 
Michael. Expand this rail line north to Point Lay and possibly Pt. Barrow. 
Not only will this expansion provide cheaper energy source to this whole 
section of Alaska, but it also creates a vast transportation system in which 
Alaskans can create commerce.

4. Build a trans-Alaska rail line from Fairbanks to Nome; tie this into the 
Arctic Rail line

5. Build roads into all mining projects that are now in the process of being 
developed, such as the Donlin Creek Mine, Pogo Mine, etc.

6. U pgrade all harbors in the state that need it and transfer ownership to 
local municipalities. Develop a program  w ith L  :al governm ents to 
designate marine fuel tax for maintenance of harbors.

7. Build a fast, light rail commuter train to serve Anchorage from the 
M atanuska Valley.

8. Designate the highway fuel tax now  being paid for maintenance of 
highways throughout the state.

STATEWIDE ENERGY NETWORK

1. Fully develop Cook Inlet gas reserves.

2. If gas pipeline is built, guarantee percentage of gas to in-state users.

3. Distribution of Red Dog excess energy to users in the NANA Region.

4. Build an Arctic rail distribution system to bring Arctic coal to areas of 
N orthw est Alaska.



5. When development of ANWR and NPR-A occurs, ensure distribution of 
this energy resource to residents of Arctic Alaska.

6. Develop all known types of energy, fuel cells, LNG, cold water fuels, 
shallow gas wells; and, build a transmission system for providing cheaper 
power to all communities in the state.

DEFERRED MAINTENANCE

1. Complete all deferred maintenance projects on the 1998 priority list.

2. Provide legislation protecting the maintenance portion of every budget to 
insure the deferred maintenance problem  does not reoccur.

PUBLIC SAFETY

1. Make sure public safety is a priority in all populated areas of the state.

2. Coordinate state efforts w ith that of local communities for insuring local 
involvement.

3. Wage a statewide w ar on the debilitating effects of drug and alcohol 
abuse.

4. Create intense work program s for non-violent offenders.

WATER, SEWER, PUBLIC HEALTH

1. Complete water and sewer projects to all population centers in Alaska.

2. Coordinate public health and medical care through statewide netw ork of 
tele-medicine delivery.

RESOURCE DEVELOPMENT AND COMMERCE

1. Actively solicit investors and entrepreneurs to develop all major resources 
in our state.

2. Complete all RS2477 designations and acquire guaranteed title for Alaska 
in order to guarantee access.
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3. Ensure access and transportation networks in order to develop resources.

4. Establish and Arctic Gold Exchange in Alaska in cooperation w ith 
Canada, Russia and Japan.

5. Continue work on the development of ANWR and NPR-A.

6. Capitalize on renewable fisheries.
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I I I . S U S T A IN A B L E  R E V E N U E  B A S E

Short-term

1. Fund K-12 education from earnings of the Earnings Reserve Account

2. Cut $45 -  50 million in this year's budget

3. Put tobacco settlem ent into health care budget

4. Fuel Tax to go into maintenance of highway and harbors

Long-term

1. Coordinate all funds into one income account to be m anaged for 
maximum return  and for guaranteeing draw  for the gap -  this w ould 
include funds from the CBR, Earnings Reserve, AIEDA, AHFC, ASTF, the 
railroad, etc. These funds would be accessible by a m ajority vote of the 
legislature. Include legislation for a constitutional vote to de-authorize the 
CBR. All future tax settlements will go directly into the this income 
account

2. Institute a $100/year school tax to be paid by every employee in Alaska
on July 1

3. M andate that all state travel mileage be placed into the state 
transportation budget and none to anyone's personal account

4. Divest the state of the Matanuska Maid Dairy. Turn this over to private 
sector at NO  further expense to the state.

5. Make certain all fuel taxes collected - both highway and m arine - go to 
maintenance. Check to see where aviation fuel tax goes, and designate it 
for maintenance, if not already there.

6. All tobacco taxes and tobacco settlements go directly into income account



IV. BILLS FOR INTRODUCTION

1. 5 Bill Drafts

2. Sectional analyses for these 5 bills

3. Bills already introduced

4. Two additional b ills have been requested

a. Im plem ents a $100 per year tax on every em ployed person That 
w ould be due on the T l paycheck of July each year.

b. Im plem ents a business license fee increase from $25.00 to 
$50.00 per year -  or $100 per two-year license.

7
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HOUSE BILL NO.

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T Y -F IR S T  L E G IS L A T U R E  - F IR S T  S E S S IO N

BY REPRESENTATIVE HUDSON

Introduced:
Referred:

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to income of the Alaska permanent fund, to the Alaska Income 

Account, and to the permanent fund dividend program; and providing for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. A S  3 7 .1 3 .1 4 0  is  am en d ed  to  read:

Sec. 37.13.140. Income. N e t  in c o m e  o f  the fund in c lu d e s  in c o m e  o f  the  

Alaska Income Account [E A R N IN G S  R E S E R V E  A C C O U N T ] e s ta b lish e d  under  

A S  3 7 .1 3 .1 4 5 . N e t  in co m e  o f  the fund  shall be com p u ted  an n u a lly  as o f  th e  last day  

o f  th e  f is c a l y ea r  in a cco rd a n ce  w ith  g en era lly  a ccep ted  a c c o u n tin g  p r in c ip le s , 

e x c lu d in g  any u n rea lized  g a in s  or  lo s se s . [IN C O M E  A V A I L A B L E  F O R  

D IS T R IB U T IO N  E Q U A L S  21 P E R C E N T  O F  T H E  N E T  IN C O M E  O F  T H E  F U N D  

F O R  T H E  L A S T  F IV E  F IS C A L  Y E A R S , IN C L U D IN G  T H E  F IS C A L  Y E A R  J U S T  

E N D E D , B U T  M A Y  N O T  E X C E E D  N E T  IN C O M E  O F  T H E  F U N D  F O R  T H E  

F IS C A L  Y E A R  J U S T  E N D E D  P L U S  T H E  B A L A N C E  IN  T H E  E A R N IN G S

-1-
N e w  T e x t  U n d e r l i n e d  [ D E L E T E D  T E X T  B R A C K E T E D ]



R E S E R V E  A C C O U N T  D E S C R IB E D  IN  A S  3 7 .1 3 .1 4 5 .]

* S e c .  2. A S  3 7 .1 3 .1 4 5 (a )  is a m en d ed  to read:

(a) T h e  AIas.;a Income Account [E A R N IN G S  R E S E R V E  A C C O U N T ] is  

e sta b lish e d  as a separate a cco u n t in the fund. Net income [IN C O M E ] fro m  th e fun d  

sh a ll b e  d ep o sited  b y  the corporadon  into the accou n t as so o n  as it is  r e c e iv ed . M o n e y  

in  th e  a cco u n t sh a ll be in v e s te d  in in v e stm e n ts  a u th o r ized  u n d er  A S  3 7 .1 3 .1 2 0 .

* Sec. 3. A S  3 7 .1 3 .1 4 5 (b )  is  rep ea led  and reen a cted  to  read:

(b) On Ju ly  1 o f  ea ch  fisca l year , the co rp o ra tio n  sh a ll tran sfer  fro m  th e  

A la sk a  In co m e  A cco u n t to  the general fund an am ou n t that eq u a ls  three p ercen t o f  the  

tota l fa ir  m ark et v a lu e  on  that d ay  o f

(1 ) the fund, in clu d in g  the unappropriated b a lan ce  o f  the A la sk a  In co m e

A c c o u n t;  and

(2 ) the unappropriated b a lan ce o f  the b u d g et reserv e  fu n d  (art. IX , se c . 

17, C o n stitu tio n  o f  the S ta te  o f  A la sk a ).

* S e c . 4. A S  3 7 .1 3 .1 5 0  is  am en d ed  to read:

Sec. 37.13.150. Corporation budget. T h e  Alaska Income Account 

[R E V E N U E  G E N E R A T E D  B Y  T H E  F U N D 'S  IN V E S T M E N T S ] m u st b e  id en tified  as 

th e  so u r c e  o f  the op era tin g  b u d get o f  th e  co rp o ra tio n  in  th e  sta te 's  o p era tin g  b u d g e t  

under A S  3 7 .0 7  (E x ecu tiv e  B u d g et A ct). T h e  u n ex p en d ed  b a la n ce  o f  the corporation 's  

an n u a l o p era tin g  b u d get lapses into the Alaska Income Account (D O E S  N O T  

L A P S E ] at th e  en d  o f  the f isc a l year  [B U T  S H A L L  B E  T R E A T E D  A S  IN C O M E  

U N D E R  A S  3 7 .1 3 .1 4 0 ] .

* S e c . 5. A S  4 3 .2 3 .0 2 5 (a )  is  a m en d ed  to read:

(a ) B y  O cto b er  1 o f  each  year, the c o m m iss io n e r  sh a ll d e term in e  the v a lu e  o f  

ea ch  p erm a n en t fu n d  d iv id en d  fo r  that y ea r  b y

(1 )  d eterm in in g  the total am ou n t a v a ila b le  fo r  d iv id e n d  p a y m en ts ,

w h ic h  eq u a ls

(A ) the am ou n t appropriated from the budget reserve fund 

(art IX, sec. 17. Constitution of the State of Alaskal [O F  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  T R A N S F E R R E D ] to  th e  d iv id e n d  fund  

[U N D E R  A S  3 7 .1 3 .1 4 5 (b ) ]  during the cu rren t year;

-2-
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(B ) p lus the u n exp en d ed  and u n ob ligated  b a lan ces o f  prior fisca l 

year appropriations that la p se  in to  th e  d iv id e n d  fund under A S  4 3 .2 3 .0 4 5 (d ) ;

(C ) le s s  the am ou n t n ecessa ry  to  p ay  prior y ea r  d iv id en d s from  

the d iv id en d  fund in  the current y ea r  u n d er A S  4 3 .2 3 .0 0 5 (h )  and under  

A S  4 3 .2 3 .0 5 5 (3 )  and (7);

(D ) le s s  th e  am ou n t n ecessa ry  to p a y  d iv id e n d s  fro m  the  

d iv id en d  fund due to e lig ib le  app licants w h o , as determ ined  b y  the departm ent, 

f ile d  fo r  a p rev io u s  year's d iv id e n d  b y  the f i l in g  d ea d lin e  but w h o  w ere  not 

in c lu d ed  in a p rev io u s  year's d iv id e n d  com p u ta tion ;

(E ) le s s  ap p rop riation s from  the d iv id en d  fu n d  d u rin g  the  

current year, in c lu d in g  am ou n ts to  p a y  c o s ts  o f  a d m in ister in g  the d iv id en d  

program  and the h o ld  h a rm less  p r o v is io n s  o f  A S  4 3 .2 3 .0 7 5 ;

(2 ) determ ining the num ber o f  in d iv id u als e lig ib le  to  r e ce iv e  a d iv id en d  

p a y m e n t for th e  c u n e n t  y ea r  and the n u m b er o f  e sta te s  and su c c e s so r s  e l ig ib le  to  

r e c e iv e  a d iv id en d  p a y m en t fo r  the current y ea r  under A S  4 3 .2 3 .0 0 5 (h );  and

(3 ) d iv id in g  the am ou n t d eterm in ed  under (1 ) o f  th is su b se c tio n  b y  the  

a m o u n t d eterm in ed  under (2 )  o f  th is  su b sec tio n .

*  S e c . 6 . A S  3 7 .1 3 .1 4 5 (c )  and 3 7 .1 3 .1 4 5 (d )  are rep ea led .

*  S e c . 7. T R A N S IT IO N . T h e  A la sk a  In co m e  A c c o u n t e sta b lish ed  in A S  3 7 .1 3 .1 4 5 (a ) ,  as 

a m en d ed  in  se c . 2  o f  th is A ct, is the su ccesso r  to the earnings reserve accou n t, and the b a lan ce  

in th e  e a rn in g s  reserv e  accou n t on  the e f fe c t iv e  date o f  th is sec tio n  sh a ll b e  reta in ed  in  the  

A la sk a  In c o m e  A c c o u n t until d istrib u ted  to the gen era l fu n d  in a c c o r d a n c e  w ith  

A S  3 7 .1 3 .1 4 5 (b ) ,  as rep ea led  and reen acted  in s e c . 3 o f  th is A ct.

* S e c . 8 . T h is  A c t  takes e ffe c t  im m ed ia te ly  u n d er A S  0 1 .1 0 .0 7 0 (c ) .
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HOUSE BILL NO.

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T Y -F IR S T  L E G IS L A T U R E  - F IR S T  S E S S IO N

BY REPRESEN TA TIV E HUDSON

Introduced:
Referred:

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to income of the Alaska permanent fund, to the Alaska Income 

Account, and to the permanent fund dividend program; and providing for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. A S  3 7 .1 3 .1 4 0  is am en d ed  to  read:

Sec. 37.13.140. Income. T Jet in c o m e  o f  the fu n d  in c lu d e s  in c o m e  o f  the  

Alaska Income Account [E A R N IN G S  R E S E R V E  A C C O U N T ] e s ta b lish e d  under  

A S  3 7 .1 3 .1 4 5 . N e t  in co m e o f  the fund .;hall be co m p u ted  an n u a lly  as o f  th e  last day  

o f  th e  f is c a l  y ea r  in a ccord an ce w ith  g e n e r a lly  a ccep ted  a cco u n tin g  p r in c ip le s , 

e x c lu d in g  a n y  u n rea lized  g a in s or lo s s e s . [IN C O M E  A V A I L A B L E  F O R  

D IS T R IB U T IO N  E Q U A L S  21 P E R C E N T  O F  T H E  N E T  IN C O M E  O F  T H E  F U N D  

F O R  T H E  L A S T  F IV E  F IS C A L  Y E A R S , IN C L U D IN G  T H E  F IS C A L  Y E A R  J U S T  

E N D E D , B U T  M A Y  N O T  E X C E E D  N E T  IN C O M E  O F  T H E  F U N D  F O R  T H E  

F IS C A L  Y E A R  J U S T  E N D E D  P L U S  T H E  B A L A N C E  IN  T H E  E A R N IN G S
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R E S E R V E  A C C O U N T  D E S C R IB E D  IN  A S  3 7 .1 3 .1 4 5 .]

* S e c . 2. A S  3 7 .1 3 .1 4 5 (a )  is  am en d ed  to  read:

(a ) T h e  Alaska Income Account [E A R N IN G S  R E S E R V E  A C C O U N T ] is  

esta b lish ed  as a separate accou n t in the fund. Net income [IN C O M E ] fro m  th e fu n d  

shall b e  d ep osited  by the corporation into the accou n t as so o n  as it is  r e c e iv ed . M o n e y  

in d ie  accou n t sh a ll b e  in v ested  in in v e stm e n ts  a u th orized  u n d er A S  3 7 .1 3 .1 2 0 .

* Sec. 3. A S  3 7 .1 3 .1 4 5 (b )  is  rep ea led  and reen a cted  to  read:

(b ) On July  1 o f  ea ch  f is c a l year , the corp oration  sh a ll tran sfer  fro m  th e  

A la sk a  In co m e A cco u n t to the general fund an am ount that eq u a ls  three p ercen t o f  the  

tota l fa ir m arket v a lu e  on  that day  o f

(1 ) the fund, in clu d in g  the unappropriated b a lan ce  o f  the A la sk a  In co m e

A cco u n t; and

(2 ) the unappropriated b a lan ce o f  the b u d get reserve  fu n d  (art. IX , se c .  

17, C on stitu tion  o f  the S tate o f  A la sk a ).

* Sec. 4. A S  3 7 .1 3 .1 5 0  is a m en d ed  to read:

Sec. 37.13.150. Corporation budget. T h e Alaska Income Account 

[R E V E N U E  G E N E R A T E D  B Y  T H E  F U N D 'S  IN V E S T M E N T S ] m u st b e  id e n tif ie d  as  

the so u r c e  o f  the operating  b u d get o f  the corp oration  in the sta te 's  o p e r a tin g  b u d g e t  

under A S  3 7 .0 7  (E x ecu tiv e  B u d g et A ct). T h e  u n exp en d ed  b a la n ce  o f  th e  corp oration 's  

an n u al op eratin g  b u d get lapses into the Alaska Income Account [D O E S  N O T  

L A P S E ] at the en d  o f  the f isc a l year  [B U T  S H A L L  B E  T R E A T E D  A S  I N C O M E  

U N D E R  A S  3 7 .1 3 .1 4 0 ] .

* Sec. 5. A S  4 3 .2 3 .0 2 5 (a )  is a m en d ed  to read:

(a) B y  O ctob er 1 o f  each  year, the c o m m iss io n e r  sh e ll d e term in e  th e  v a lu e  o f  

e a c h  p erm an en t fund d iv id en d  fo r  that year  b y

(1 ) d eterm in in g  the total a m o u n t a v a ila b le  fo r  d iv id e n d  p a y m e n ts ,

w h ic h  eq u a ls

(A ) the am ou n t a p p r o p r ia te d  fr o m  th e  b u d g e t  r e s e r v e  fu n d  

fa r t. IX. se c . 17. C o n stitu tio n  o f  th e  S ta te  o f  A la s k a )  [O F  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  T R A N S F E R R E D ] to  the d iv id e n d  fund  

[U N D E R  A S  3 7 .1 3 .1 4 5 (b )]  d u rin g  the current year;
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(B ) p lu s the u n exp en d ed  and u n obligated  balances o f  prior fisca l 

year  ap p rop riation s that la p se  in to  th e  d iv id en d  fu n d  u n d er A S  4 3 .2 3 .0 4 5 (d ) ;

(C ) le s s  the am ount n ecessa ry  to p a y  prior year d iv id e n d s  from  

the d iv id en d  fund in the current y ea r  u n d er A S  4 3 .2 3 .0 0 5 (h )  and u n d er  

A S  4 3 .2 3 .0 5 5 (3 )  and (7 );

(D ) le s s  the am ou n t n ecessa ry  to  p a y  d iv id e n d s  from  the  

d iv id en d  fund due to e lig ib le  app licants w h o , as determ in ed  by th e  departm ent, 

f ile d  for a p rev io u s  y ea r’s d iv id en d  o y  the f ilin g  d ea d lin e  but w h o  w ere  n o t  

in c lu d ed  in  a p rev io u s  year's d iv id en d  com p u ta tion ;

(E ) le s s  appropriations fro m  the d iv id e n d  fu n d  d u rin g  the  

current y ea r , in c lu d in g  am ou n ts to  p a y  c o s ts  o f  a d m in ister in g  th e  d iv id e n d  

program  and the h o ld  h a rm less  p r o v is io n s  o f  A S  4 3 .2 3 .0 7 5 ;

(2 ) determ in ing  the num ber o f  ind iv iduals e lig ib le  to  rece iv e  a d iv id en d  

p a y m en t fo r  the current year  and the n u m b er o f  e sta te s  and  su c c e sso r s  e l ig ib le  to  

r e c e iv e  a d iv id en d  p a y m en t for the current y ea r  under A S  4 3 .2 3 .0 0 5 (h );  and

(3 ) d iv id in g  the am ou n t d eterm in ed  under (1 )  o f  th is su b sec tio n  b y  the  

a m o u n t d eterm in ed  under (2 )  o f  th is su b se c tio n .

* S e c . 6 . A S  4 3 .2 3 .0 2 5  is  am en d ed  b y  ad d in g  a n e w  su b se c tio n  to  read:

(c) N o tw ith stan d in g  (a) o f  this sec tio n , the v a lu e  o f  a perm anent fund d iv id en d  

for a year  m a y  not e x c e e d  $ 1 ,0 0 0 .

* S e c . 7 . A S  3 7 .1 3 .1 4 5 (c )  and 3 7 .1 3 .1 4 5 (d )  are rep ea led .

* S e c . 8 . T R A N S IT IO N . T h e A la sk a  In co m e A c c o u n t esta b lish ed  in A S  3 7 .1 3 .1 4 5 (a ) , as 

am en d ed  in se c . 2  o f  this A ct. is the su ccesso r  to the earn ings reserve account, and the balance  

in th e  ea rn in g s  reserv e  a cco u n t on  the e f fe c t iv e  date o f  th is se c t io n  sh a ll be reta in ed  in  the 

A la sk a  In c o m e  A c c o u n t until d istrib u ted  to  the gen era l fu n d  in a cco rd a n ce  w ith  

A S  3 7 .1 3 .1 4 5 (b ) ,  as rep ea led  and reen a cted  in sec . 3 o f  th is  A ct.

* S e c . 9 . T h is  A c t  tak es e f fe c t  im m ed ia te ly  under A S  0 1 .1 0 .0 7 0 (c ) .
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HOUSE BILL NO.

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T Y -F IR S T  L E G IS L A T U R E  - F IR S T  S E S S IO N

BY REPRESENTATIVE HUDSON

Introduced:
Referred:

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to income of the Alaska permanent fund, to the Alaska Income 

Account, and to the permanent fund dividend program; and providing for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. A S  3 7 .1 3 .1 4 0  is a m en d ed  to  read:

Sec. 37.13.140. Income. N e t in c o m e  o f  th e  fu n d  in c lu d e s  in c o m e  o f  the  

Alaska Income Account [E A R N IN G S  R E S E R V E  A C C O U N T ] e s ta b lish e d  u n d er  

A S  3 7 .1 3 .1 4 5 . N e t in co m e  o f  the fund sh a ll b e  com p u ted  a n n u a lly  as o f  th e  la s t  day  

o f  th e  fisca l year in a c c o rd a n ce  w ith  g en era lly  a ccep ted  a c c o u n tin g  p r in c ip le s , 

e x c lu d in g  an y  u n rea lized  g a in s  or lo s s e s . [IN C O M E  A V A I L A B L E  F O R  

D IS T R IB U T IO N  E Q U A L S  21 P E R C E N T  O F  T H E  N E T  IN C O M E  O F  T H E  F U N D  

F O R  T H E  L A S T  F IV E  F IS C A L  Y E A R S , IN C L U D IN G  T H E  F IS C A L  Y E A R  J U S T  

E N D E D , B U T  M A Y  N O T  E X C E E D  N E T  IN C O M E  O F  T H E  F U N D  F O R  T H E  

F IS C A L  Y E A R  J U S T  E N D E D  P L U S  T H E  B A L A N C E  IN  T H E  E A R N I N G S
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R E S E R V E  A C C O U N T  D E S C R IB E D  IN  A S  3 7 .1 3 .1 4 5 .]

* Sec. 2. A S  3 7 .1 3 .1 4 5 (a )  is a m en d ed  to  read:

(a ) T h e  Alaska Income Account [E A R N IN G S  R E S E R V E  A C C O U N T ] is  

esta b lish ed  as a separate a cco u n t in the fund . Net income [IN C O M E ] fro m  th e fund  

sh all b e d ep o sited  by the corporation  in to  the accou n t as soon  as it  is  rece iv ed . M o n e y  

in  the acco u n t sh a ll b e in v ested  in in v e stm e n ts  a u th orized  u n d er A S  3 7 .1 3 .1 2 0 .

* S e c . 3. A S  3 7 .1 3 .1 4 5 (b )  is  rep ea led  and reen a cted  to  read:

(b ) O n July  1 o f  ea ch  f isc a l year , the corp oration  sh a ll tran sfer  fr o m  the  

A la sk a  In co m e  A c c o u n t to  the general fu n d  an am ou n t that e q u a ls  5 .2 5  p ercen t o f  the  

total fa ir  m arket v a lu e  on  that day o f

(1 )  the fund, in clu d in g  the unappropriated b a lan ce o f  the A la sk a  In co m e

A cco u n t; and

(2 )  the unappropriated b a la n ce  o f  the b u d get reserv e  fu n d  (art. IX , sec . 

17 , C o n stitu tio n  o f  th e  S ta te  o f  A la sk a ).

* Sec. 4. A S  3 7 .1 3 .1 5 0  is a m en d ed  to read:

Sec. 37.13.150. Corporation budget. T h e  Alaska Income Account 

[R E V E N U E  G E N E R A T E D  B Y  T H E  F U N D ’S IN V E S T M E N T S ] m u st b e  id e n tif ie d  as 

th e  so u rce  o f  th e  op era tin g  b u d g et o f  the corp oration  in  the sta te's o p era tin g  b u d g et  

under A S  3 7 .0 7  (E x ecu tiv e  B u d g et A ct). T h e  u n ex p en d ed  b a la n ce  o f  the corp oration 's  

annual o p era tin g  b u d get lapses into the Alaska Income Account [D O E S  N O T  

L A P S E ] at the en d  o f  the f isc a l year  [B U T  S H A L L  B E  T R E A T E D  A S  IN C O M E  

U N D E R  A S  3 7 .1 3 .1 4 0 ] .

* S e c . 5. A S  4 3 .2 3 .0 2 5 (a )  is  a m en d ed  to read:

(a ) B y  O cto b er  1 o f  each  year, the c o m m iss io n e r  sh a ll d e term in e  the v a lu e  o f  

ea ch  p erm an en t fu n d  d iv id e n d  for that y ea r  by

(1 )  d e term in in g  the total a m o u n t a v a ila b le  for d iv id e n d  p a y m e n ts ,

w h ic h  eq u a ls

(A ) th e  am ou n t appropriated from the general fund [O F  

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  T R A N S F E R R E D ] to  the  

d iv id en d  fund [U N D E R  A S  3 7 .1 3 .1 4 5 (b ) ]  d u rin g  the current year;

(B ) p lu s the u n exp en d ed  and u n ob liga ted  b a la n ces o f  prior fisca l
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y ea r  ap propriations that la p se  in to  th e  d iv id en d  fu n d  u n d er A S  4 3 .2 3 .0 4 5 (d ) ;

(C ) le s s  the am ou n t n ecessa ry  to  p a y  prior y e a r  d iv id e n d s  from  

th e  d iv id en d  fu n d  in the current year  under A S  4 3 .2 3 .0 0 5 (h )  and  u n d er  

A S  4 3 .2 3 .0 5 5 (3 )  and (7 );

(D)  le s s  th e  a m o u n t n ecessa ry  to p a y  d iv id e n d s  from  the  

d iv id en d  fund due to  e lig ib le  ap p lican ts w h o , as determ in ed  b y  the d epartm ent, 

file d  fo r  a  p rev io u s  year's d iv id e n d  by th e  f ilin g  d ea d lin e  b u t w h o  w ere  not  

in c lu d ed  in  a p r e v io u s  y ea r ’s d iv id e n d  com p u ta tion ;

(E ) le s s  ap p rop ria tion s from  the d iv id e n d  fu n d  d u rin g  th e  

current year , in c lu d in g  a m o u n ts to  p a y  c o s ts  o f  a d m in ister in g  th e  d iv id e n d  

program  and th e  h o ld  h a rm less  p r o v is io n s  o f  A S  4 3 .2 3 .0 7 5 ;

(2 ) determ in in g  the num ber o f  in d iv id u als e lig ib le  to  r e ce iv e  a d iv id en d  

p a y m e n t fo r  the current y ea r  and th e  n u m b er o f  e sta te s  and s u c c e s s o r s  e l ig ib le  to  

r e c e iv e  a d iv id en d  p a y m en t fo r  the current year  under A S  4 3 .2 3 .0 0 5 (h ) ;  and

(3 ) d iv id in g  th e  am ou n t d eterm in ed  under (1 )  o f  th is su b se c tio n  b y  the  

a m o u n t d eterm in ed  under (2 ) o f  th is su b se c tio n .

* Sec. 6 . A S  3 7 .1 3 .1 4 5 (c )  and 3 7 .1 3 .1 4 5 (d )  are rep ea led .

* Sec. 7. T R A N S IT IO N . T h e  A la sk a  In c o m e  A c c o u n t e sta b lish ed  in  A S  3 7 .1 3 .1 4 5 (a ) ,  as  

am ended  in  sec . 2  o f  this A ct, is the su c c e sso r  to the earn ings reserve a ccou n t, and th e  b a lan ce  

in th e  ea rn in g s  reserv e  a cco u n t on  th e  e f fe c t iv e  date o f  th is s e c t io n  sh a ll b e  reta in ed  in  the  

A la sk a  In c o m e  A c c o u n t until d istr ib u ted  to th e  gen era l fund  in  a c c o r d a n c e  w ith  

A S  3 7 .1 3 .1 4 5 (b ) , as rep ea led  and reen acted  in  se c . 3 o f  th is  A ct.

* Sec. 8. T h is A c t  tak es e f fe c t  im m e d ia te ly  u n d er A S  0 1 .1 0 .0 7 0 (c ) .
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HOUSE BILL NO.

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T Y -F IR S T  L E G IS L A T U R E  - F IR S T  S E S S IO N

BY REPRESENTATIVE HUDSON
Introduced:
Referred:

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to income of the Alaska permanent fund, to the Alaska Income 

Account, and to the permanent fund dividend program; and providing for an 

effective date."

BE IT ENA CITED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.13.140 is  a m en d ed  to read:

S e c . 3 7 .1 3 .1 4 0 . I n c o m e . N e t in c o m e  o f  th e  fu n d  in c lu d e s  in c o m e  o f  the  

A la s k a  I n c o m e  A c c o u n t  [E A R N IN G S  R E S E R V E  A C C O U N T ] e s ta b lish e d  under  

A S  3 7 .1 3 .1 4 5 . N e t  in c o m e  o f  the fund shall be co m p u ted  a n n u a lly  as o f  the last d ay  

o f  th e  f isc a l y ea r  in a cco rd a n ce  w ith  g en era lly  a c c e p te d  a c c o u n tin g  p r in c ip le s , 

e x c lu d in g  an y  u n rea lized  g a in s  or  lo sse s . [IN C O M E  A V A I L A B L E  F O R  

D IS T R IB U T IO N  E Q U A L S  21 P E R C E N T  O F  T H E  N E T  IN C O M E  G F  T H E  F U N D  

F O R  T H E  L A S T  F IV E  F IS C A L  Y E A R S , IN C L U D IN G  T H E  F I S C A L  Y E A R  J U S T  

E N D E D , B U T  M A Y  N O T  E X C E E D  N E T  IN C O M E  O F  T H E  F U N D  F O R  T H E  

F IS C A L  Y E A R  J U S T  E N D E D  P L U S  T H E  B A L A N C E  IN  T H E  E A R N IN G S
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R E S E R V E  A C C O U N T  D E S C R IB E D  IN  A S  3 7 .1 3 .1 4 5 .]

* S e c .  2. A S  3 7 .1 3 .1 4 5 (a )  is  am en d ed  to  read:

(a ) T h e  Alaska Income Account [E A R N IN G S  R E S E R V E  A C C O U N T ] is  

esta b lish ed  as a separate accou n t in the fund. Net income [IN C O M E ] fro m  the fun d  

sh all b e d ep o sited  by the corporation  in to  the a cco u n t as so o n  as it is  rece iv ed . M o n e y  

in  the a cco u n t sh a ll be in v e s te d  in in v e s tm e n ts  a u th orized  under A S  3 7 .1 3 .1 2 0 .

* S e c .  3. A S  3 7 .1 3 .1 4 5 (b )  is  rep ea led  and reen a cted  to  read:

(b ) O n Ju ly  1 o f  ea ch  f isc a l year , the co rp o ra tio n  sh a ll transfer fro m  the  

A la sk a  In co m e  A c c o u n t to  the general fu n d  an am ou n t that eq u a ls  5 .2 5  p ercen t o f  the  

total fa ir  m arket v a lu e  on  that day  o f

(1 ) the fund, in clu d in g  the unappropriated balance o f  the A la sk a  In co m e

A c c o u n t; and

(2 ) the unappropriated b a la n ce  o f  the b u d get reserve  fund (art. IX , se c . 

17, C o n stitu tio n  o f  the S ta te  o f  A la sk a ).

* S e c .  4. A S  3 7 .1 3 , i 5 0  is  a m en d ed  to read:

Sec. 37.13.150. Corporation budget. T h e  Alaska Income Account 

[R E V E N U E  G E N E R A T E D  B Y  T H E  F U N D 'S  IN V E S T M E N T S ] m u st b e  id en tified  as 

th e  so u rce  o f  the op era tin g  b u d get o f  the corp oration  in  th e  sta te 's  o p era tin g  b u d g et  

under A S  3 7 .0 7  (E x ecu tiv e  B u d g et A ct). T h e u n ex p en d ed  b a la n ce  o f  the corporation 's  

an n u al op era tin g  b u d get lapses into the Alaska Income Account [D O E S  N O T  

L A P S E ] at the en d  o f  the f isc a l year [B U T  S H A L L  B E  T R E A T E D  A S  IN C O M E  

U N D E R  A S  3 7 .1 3 .1 4 0 ] .

* S e c .  5. A S  4 3 .2 3 .0 2 5 (a )  is am en d ed  to read:

(a) B y  O ctob er 1 o f  each  year, the c o m m iss io n e r  sh a ll d e term in e  the v a lu e  o f  

e a c h  p erm an en t fu n d  d iv id en d  fo r  that y ea r  by

(1 )  d eterm in in g  the total am ou n t a v a ila b le  fo r  d iv id e n d  p a y m e n ts ,

w h ic h  eq u a ls

(A ) the am ount appropriated from the general fund [O F  

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  T R A N S F E R R E D ] to  the 

d iv id e n d  fu n d  [U N D E R  A S  3 7 .1 3 .1 4 5 (b ) ]  during  th e  cu rren t y; .it,

(B ) p lu s the u n exp en d ed  and u n ob liga ted  b a la n ces o f  prior fisca l
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y ea r  ap p rop riation s that la p se  in to  the d iv id en d  fu n d  u n d er A S  4 3 .2 3 .0 4 5 (d )-

(C ) le s s  the am ou n t n ecessa ry  to  p a y  p rior y e a r  d iv id en d s from  

the d iv id en d  fu n d  in the current year under A S  4 3 .2 3 .0 0 5 (h )  and under  

A S  4 3 .2 3 .0 5 5 (3 )  and (7);

(D ) le s s  the am ou n t n ec e ssa r y  to  p a y  d iv id e n d s  from  the  

d iv id en d  fund d u e  to e lig ib le  applicants w h o , as d eterm in ed  b y  the departm ent, 

f i le d  fo r  a p rev io u s  year's d iv id en d  by the f i l in g  d e a d lin e  b u t w h o  w ere  not  

in c lu d ed  in  a p r e v io u s  year's d iv id en d  co m p u ta tio n ;

(E ) le s s  appropriations from  th e d iv id e n d  fu n d  d u rin g  the  

current year , in c lu d in g  am ou n ts to  pay c o s ts  o f  a d m in is te r in g  the d iv id en d  

program  and th e  h o ld  h arm less p r o v is io n s  o f  A S  4 3 .2 3 .0 7 5 ;

(2 ) d eterm in in g  the num ber o f  in d iv iduals e lig ib le  to  r e ce iv e  a d iv id en d  

p a y m en t fo r  the current y ea r  and th e  num ber o f  e s ta te s  and s u c c e s s o r s  e l ig ib le  to  

re c e iv e  a d iv id e n d  p a y m en t fo r  the current year u n d er A S  4 3 .2 3 .0 0 5 (h ) ;  and

(3 ) d iv id in g  the am ount d eterm in ed  under (1 )  o f  th is  su b se c tio n  b y  the 

am ount d eterm in ed  under (2 )  o f  this su b sec tio n .

* S e c . 6 . A S  4 3 .2 3 .0 2 5  is  a m en d ed  by ad d in g  a n ew  su b se c tio n  to  read:

(c) N o tw ith sta n d in g  (a ) o f  th is sec tio n , the v a lu e  o f  a p erm an en t fund d iv id en d  

for a year m ay  not e x c e e d  $ 1 ,0 0 0 .

*  S e c . 7 . A S  3 7 .1 3 .1 4 5 (c )  and  3 7 .1 3 .1 4 5 (d )  are rep ea led .

* S e c . 8 . T R A N S IT IO N . T h e  A la sk a  In co m e A cco u n t esta b lish ed  in  A S  3 7 .1 3 .1 4 5 (a ) ,  as 

am ended in  sec . 2  o f  this A ct, is  the su ccesso r  to the earnings reserve  a cco u n t, and the balance  

in th e  earn in gs reserv e  accou n t on  th e  e f fe c t iv e  date o f  th is  s e c t io n  sh a ll b e  reta in ed  in the  

A la sk a  In co m e  A c c o u n t u n til d istributed  to the gen era l fu n d  in a c c o r d a n c e  w itli 

A S  3 7 .1 3 .1 4 5 (b ) , as rep ea led  and reen acted  in sec . 3 o f  th is A ct.

* S e c . 9. T h is A c t  tak es e f f e c t  im m ed ia te ly  under A S  0 1 .1 0 .0 7 0 (c ) .

WORK DRAFT WORK DRAFT 1-LS0787\D
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HOUSE BILL NO.

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T Y -F IR S T  L E G IS L A T U R E  - F IR S T  S E S S IO N

BY REPRESENTATIVE HUDSON

Introduced:
Referred:

A BILL

FOR AN ACT ENTITLED 

"An Act making a special appropriation from the budget reserve fund under a r t  

IX, sec. 17(c), Constitution of the State of Alaska, to the Alaska Income Account; 

and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. T h e  unappropriated  b a la n ce  in the b u d get reserv e  fu n d  (art. IX , s e c .  17, 

C o n stitu tio n  o f  th e  S tate o f  A la sk a ) on  Ju ly  2 , 1999 , is  appropriated to  the A la sk a  In co m e  

A c c o u n t  (A S  3 7 .1 3 .1 4 5 ) . T h is appropriation  is  m ade under art. IX , s e c .  1 7 (c ) , C o n stitu tio n  

o f  the S ta te  o f  A la sk a .

* Sec. 2. T h is  A c t  tak es e ffe c t  o n ly  i f  a versio n  o f  a b ill e s ta b lish in g  the A la sk a  In co m e  

A c c o u n t in th e  A la sk a  perm anent fund is  p a ssed  by the T w en ty -F irst A la sk a  S ta te  L eg is la tu re  

and b e c o m e s  law .

* Sec. 3. I f  th is A c t tak es e f fe c t , it takes e f fe c t  on  the e f fe c t iv e  d ate  o f  th e  p r o v is io n s  o f  

the b ill d escr ib ed  in sec . 2  o f  this A ct that estab lish  the A lask a  In co m e A c c o u n t in the A lask a  

p erm an en t fund .

-1 -
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LEGAL SER V IC ES
DIVISION OF LEGAL AND RESEARCH  SERV ICES 

LEGISLATIVE AFFA IRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 455-202S 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

M E M O R A N D U M  M a rch  3 0 , 1 9 9 9

S U B J E C T :  A la sk a  In co m e A c c o u n t (W o rk  O rder N o . 2 1 -L S 0 7 8 7 \D  and G )

T O : R ep resen ta tiv e  B il l  H u d son
A ttn: M elin d a  H ofstad

F R O M : T am ara B randt C o o k
D irecto r

H ere  is  th e  se c t io n a l su m m ary  y o u  req u ested  fo r  tw o  v e r s io n s  o f  b ill  draft 1 -L S 0 7 8 7 .  

V e r s io n  D

S e c . 1 . D e le t e s  th e  " in com e ava ila b le  for d istribution"  form u la  w h ic h  is  n o w  u sed  to  
c a lc u la te  th e  am ou n t to  transfer to  the p erm anent d iv id e n d  fund. R e n a m e s  the earn in gs  
reserv e  a c c o u n t the A la sk a  In co m e  A cco u n t.

S e c . 2 . C h a n g e s  n a m e o f  th e  earn ings reserv e  a cco u n t to  th e  A la sk a  In c o m e  A c c o u n t, but 
lea v es  it as a separate accou n t in the perm anent fund. N e t  in c o m e  from  th e p erm an en t fund  
is  to b e  d e p o s ite d  in  the accou n t. "N et in com e"  is  d escr ib ed  in  e x is t in g  la w  under  
A S  3 7 .1 3 .1 4 0 .

S e c . 3 . O n  J u ly  1 each  year the perm anent fund co rp o ra tio n  is  d irected  to transfer from  the  
A la sk a  In c o m e  A cco u n t to th e  general fluid an am ount b a sed  on  the fa ir m ark et v a lu e  o f  the  
p erm an en t fu n d  and th e  b u d get reserve  fund: 5 .2 5  p ercen t.

S e c . 4 .  R e q u ir e s  th e  b u d g et o f  the p erm anent fund co rp o ra tio n  to  c o m e  from  th e A la sk a  
In c o m e  A c c o u n t .

S e c . 5 . B a s e s  the am ou n t o f  the p erm anent fund d iv id e n d  on  the a m o u n t appropriated  for  
that p u rp o se  fro m  th e g en era l fund. T h e e x is t in g  lin k  b e tw e e n  the a m o u n t o f  the d iv id en d  
and the in c o m e  o f  th e  p erm an en t fund is  e lim in a ted .

S e c . 6 . S e ts  an upper lim it  o n  the v a lu e  o f  a p erm an en t fu n d  d iv id e n d  o f  $ 1 ,0 0 0 .

S e c . 7 . R e p e a ls  p r o v is io n s  relatin g  to in fla tion  p r o o f in g  and treatm en t o f  certa in  in c o m e  
resu ltin g  fro m  litig a tio n .



S e c . 8 . P r o v id e s  that th e  A la sk a  In c o m e  A c c o u n t , a s  th e  s u c c e s s o r  to  th e  ea rn in g s reserv e  
acco u n t, reta in s the b a la n ce  that is in  th e  ea rn in g s  r e se r v e  a c c o u n t o n  th e  e f fe c t iv e  date.

S e c . 9 . Im m ed ia te  e f fe c t iv e  date.

V e r s io n  G

T h is  is  id en tica l to  v e r s io n  D  ex c e p t that th e  $ 1 ,0 0 0  p erm a n en t fu n d  d iv id e n d  cap  in  se c . 6  
is  e lim in a ted . T h e  am ount o f  the d iv id en d  w o u ld  s t il l  d ep en d  o n  th e  le v e l  o f  ap p rop ria tion s  
in  a n y  g iv e n  year. B il l  se c t io n s  are ren u m b ered  a fter  th e  d e le t io n  o f  s e c . 6.

Representative Bill Hudson
March 30,1999
Page 2
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LEGAL SE R V IC E S
DIVISION OF LEGAL AND RESEA RCH  SERV ICES 

LEGISLATIVE A FFA IRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907) 465-2029 130 Sew ard S treet, Suite 409
Mail S top 3101 Ju n e au . A laska 99801-2105

M E M O R A N D U M  M arch  3 0 ,1 9 9 9

S U B J E C T :  A la sk a  In co m e  A c c o u n t (W o rk  O rder N o . 2 1 -L S 0 7 8 9 \D  and G )

T O : R ep resen ta tiv e  B ill  H u d so n
A ttn: M elin d a  H o fsta d

F R O M : Tam ara B ran d t C o o k
D irector

H ere  is  th e  sec tio n a l su m m ary  y o u  req u ested  fo r  tw o  v e r s io n s  o f  b ill draft 1 -L S 0 7 8 9 . 

V e r s io n  D

S e c . 1 . D e le te s  th e  " in com e a v a ila b le  for d istrib u tion "  form u la  w h ic h  is  n o w  u sed  to  
c a lc u la te  the am ou n t to  transfer to th e  p erm an en t d iv id e n d  fu n d . R en a m es th e  earn in gs  
reserv e  a cco u n t the A la sk a  In co m e  A cco u n t.

S e c . 2 . C h a n g es  n a m e o f  the earn in gs reserv e  a cco u n t to th e  A la sk a  In c o m e  A c c o u n t, but 
le a v e s  it as a separate account in  the perm anent fund . N e t  in c o m e  from  th e p erm an en t fund  
is  to  b e  d ep o sited  in  th e  a ccou n t. "Net in co m e"  is  d esc r ib e d  in e x is t in g  la w  under  
A S  3 7 .1 3 .1 4 0 .

S e c . 3 . O n July  1 each  year the p erm an en t fun d  co rp o ra tio n  is  d irected  to  transfer from  the  
A la sk a  In co m e  A cco u n t t > the general fund an am ou n t b ased  o n  th e  fair m ark et v a lu e  o f  the  
p erm an en t fund and the b u d get reserv e  fund: 3 p ercen t.

S e c . 4 . R eq u ires  the b u d get o f  th e  p erm an en t fu n d  corp oration  to  c o m e  from  th e A la sk a  
In c o m e  A c c o u n t.

S e c . 5 . B a s e s  the am ou n t o f  th e  p erm anent fu n d  d iv id e n d  o n  th e  am ou n t appropriated  for  
that p u rp o se  from  the co n stitu tio n a l b u d get re se r v e  fund. T h e  e x is t in g  lin k  b e tw een  the  
am ou n t o f  th e  d iv id en d  and the in c o m e  o f  the p erm an en t fu n d  is  e lim in a ted .

S e c . 6 . S e ts  an upper lim it on th e  v a lu e  o f  a p erm a n en t fu n d  d iv id e n d  o f  $  1 ,0 0 0 .

S e c . 7 . R e p e a ls  p r o v is io n s  re la tin g  to in fla tio n  p r o o fin g  and  treatm ent o f  certa in  in c o m e  
resu ltin g  from  litig a tio n .



S e c . 8 . P ro v id es  that th e  A la sk a  In c o m e  A c c o u n t , as the su c c e s so r  to  th e  ea rn in g s  r e serv e  
a cco u n t, reta in s th e  b a la n c e  that is  in  th e  ea rn in g s  r e serv e  a cco u n t o n  th e  e f fe c t iv e  d ate.

S e c . 9 . Im m ed ia te  e f fe c t iv e  date.

Version G

T h is is  id en tica l to  v e r s io n  D  e x c e p t  that th e  $ 1 ,0 0 0  p erm a n en t fu n d  d iv id e n d  ca p  in  s e c . 6  
is  e lim in a ted . T h e  am ount o f  the d iv id en d  w o u ld  s till d ep en d  on  th e  le v e l o f  a p p rop ria tion s  
in a n y  g iv e n  year. B i l l  s e c t io n s  are ren u m b ered  after  the d e le t io n  o f  se c . 6 .

Representative Bill Hudson
March 30, 1999
Page 2
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IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T Y -F IR S T  L E G IS L A T U R E  - F IR ST  S E S S IO N

BY REPRESENTATIVES ROKEBERG, Phillips, Green

Introduced: 3/5/99
R eferred: State Affairs, Finance

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to deposits to the Alaska permanent fund; and providing for

2 an effective date."

3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA;

S P O N S O R  S U B S T IT U T E  F O R  H O U S E  B IL L  N O . 96

4 * Section 1. A S  3 7 .1 3 .0 1 0 (a )  is  a m en d ed  to  read:

5 (a) U n d er art. IX , s e c . 15* o f  the state co n stitu tio n , there is  e sta b lish ed  a s a

6  sep arate  fund the A la sk a  p erm an en t fund. T h e  A la sk a  p erm anent fund c o n s is ts  o f

7  (1 )  2 5  p ercen t o f  a ll m ineral lea se  renta ls, ro y a ltie s , ro y a lty  sa le

8 p ro ceed s , net p ro fit  sh ares under A S  3 8 .0 5 .1 8 0 ( 0  and (g ) , 25 percent of [A N D ]

9 fed era l m ineral rev en u e  sh arin g  p a y m en ts  rece iv ed  b y  the sta te  from  m in eral le a se s

1 0  [IS S U E D  O N  O R  B E F O R E  D E C E M B E R  1, 1 9 7 9 ], and 2 5  p ercen t o f  a ll b o n u se s

1 1  r e c e iv ed  by the sta te  from  m in eral le a se s  [IS S U E D  O N  O R  B E F O R E  F E B R U A R Y  15,

12 19801: and

1 3  (2 )  [5 0  P E R C E N T  O F  A L L  M IN E R A L  L E A S E  R E N T A L S ,

14 R O Y A L T IE S , R O Y A L T Y  S A L E  P R O C E E D S , N E T  P R O F IT  S H A R E S  U N D E R

HB0096b -1-
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1 A S  3 8 .0 5 .1 8 0 ( f )  A N D  (g ) , A N D  F E D E R A L  M IN E R A L  R E V E N U E  S H A R IN G

2  P A Y M E N T S  R E C E IV E D  B Y  T H E  S T A T E  F R O M  M IN E R A L  L E A S E S  IS S U E D

3  A F T E R  D E C E M B E R  1, 1 9 7 9 , A N D  5 0  P E R C E N T  O F  A L L  B O N U S E S  R E C E IV E D

4  B Y  T H E  S T A T E  F R O M  M IN E R A L  L E A S E S  IS S U E D  A F T E R  F E B R U A R Y  15,

5  1 980;

6  (3 )]  a n y  o th er  money appropriated  to  or o th erw ise  a llo ca ted  b y  la w  o r

7  fo r m e r  la w  to  the A la sk a  p erm an en t fund.

8  * S e c . 2 . T h is  A c t tak es e f fe c t  im m e d ia te ly  under A S  0 1 .1 0 .0 7 0 (c ) .

1-LS0153\G
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IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T Y -F IR S T  L E G IS L A T U R E  - F IR S T  S E S S IO N

BY TH E HOUSE RULES C O M M ITTEE BY REQUEST O F TH E  GOVERNOR

Introduced: 1/22/99
R eferred: T ransportation , Finance

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to the motor fuel tax; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. A S  4 3 .4 0 .0 1 0 (a )  is a m en d ed  to  read:

(a) T h ere  is  le v ie d  a  tax o f  17  [E IG H T ] cen ts  a  g a llo n  on a ll m o to r  fu el so ld

o r o th e r w ise  transferred w ith in  th e  state , e x c e p t  that

(1 )  th e  tax on  a v ia tion  g a so lin e  is  fou r and se v e n -te n th s  cen ts  a g a llon ;

(2 ) th e  tax on  m otor  fu e l u sed  in  and on  w atercraft o f  all d escr ip tio n s  

is  f iv e  cen ts  a g a llo n ;

(3 ) th e  tax on  all a v ia tio n  fu e l o th er  than g a so lin e  is  three and  

. . . . .  tw o -ten th s  c e n ts  a g a llo n ; and

(4 )  th e  tax rate on  m otor  fuel that is  b len d ed  w ith  a lc o h o l is  the sa m e  

tax  rate a g a llo n  as o th er  m otor fu el; h o w ev er ,

(A ) in  an area and during  the m o n th s in  w h ic h  fu e l co n ta in in g  

. .  a lc o h o l is  required  to  b e  so ld , transferred, or  u sed  in  an e ffo r t to attain  air

q u a lity  stan d ard s fo r  carbon  m o n o x id e  as required  b y  fed era l or sta te  la w  or
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1 reg u la tio n , the tax  rate on  m otor  fuel that is  b len d ed  w ith  a lc o h o l is  s ix  ce n ts

2  a g a llo n  le s s  than the tax o n  o th er m o to r  fu e l not d e sc r ib e d  in  (1 )  -  (3 )  o f  th is

3  su b sec tio n ;

4  (B )  n o tw ith sta n d in g  (A ) o f  th is  p aragrap h , th rou gh  Ju n e 3 0 ,

5  2 0 0 4 , the tax  o n  m o to r  fu el so ld  or o th erw ise  transferred  w ith in  the sta te  is

6  e ig h t  ce n ts  a g a llo n  le s s  than the tax on  o th er  m o to r  fu e l n ot d escr ib ed  in  (1 )

7  -  (3 )  o f  th is su b se c tio n  i f  th e  m otor fu e l

8 (i)  is  at least 10 p ercen t a lc o h o l b y  v o lu m e , h as b een

9 p ro d u ced  from  the p ro cess in g  o f  l ig n o c e llu lo s e  d e r iv e d  fro m  w o o d , and

10  w a s  p ro d u ced  in a  fa c ility  that p r o c e sse s  l ig n o c e l lu lo s e  from  w o o d , but

11 th is  red u c tio n  in  the rate o f  tax a p p lie s  to m o to r  fu e l so ld  o r  transferred

1 2  that c o n ta in s  a lc o h o l that w a s  p rod u ced  o n ly  d u rin g  th e  first f iv e  years

13  o f  th e  fa c il ity ’s p r o c e ss in g  o f  l ig n o c e llu lo s e  fro m  w o o d ; or

1 4  ( i i)  is  at lea st  10 p ercen t a lc o h o l b y  v o lu m e , has b een

1 5  p ro d u ced  fro m  th e p ro cess in g  o f  w a ste  s e a fo o d , and  w a s  p rod u ced  in

16  a fa c ility  that p r o c e sse s  a lco h o l from  w a ste  s e a fo o d , but th is  red u ctio n

1 7  in th e  rate o f  tax a p p lie s  to  m otor  fu el so ld  or  ti lsferred  that c o n ta in s

18  a lc o h o l that w a s  p rod u ced  o n ly  during  the fir st  f iv e  y ea rs  o f  the

19  fa c i l i ty ’s p r o c e ss in g  o f  a lco h o l from  w a ste  s e a fo o d .

2 0  *  S e c . 2 . A S  4 3 .4 0 .0 1 0 (b )  is  a m en d ed  to read;

2 1  (b ) T h ere  is  le v ie d  a  tax o f  1 7  [E IG H T ] c e n ts  a  g a llo n  o n  a ll m o to r  fu e l

2 2  c o n su m e d  b y  a u ser , e x c e p t  that

2 3  (1 )  th e  tax  o n  a v ia tio n  g a so lin e  c o n su m e d  is  fo u r  and s e v e n -te n th s  cen ts

2 4  a  g a llo n ;

2 5  (2 )  the tax  on  m o to r  fuel u sed  in  and o n  w atercra ft o f  a ll d e sc r ip tio n s

2 6  is  f iv e  cen ts  a  g a llo n ;

2 7  (3 )  tn e  tax  on  a ll a v ia tion  fu e l o th er  than g a s o lin e  is  three and

2 8  tw o -ten th s  c e n ts  a  g a llo n ; and

2 9  (4 )  the tax rate on  m otor  fu el that is  b len d ed  w ith  a lc o h o l is  the sa m e

3 9  tax  rate a  g a llo n  as o th er  m otor  fu e l; h o w ev er ,

3 1  (A )  in  an area and d u rin g  the m o n th s in  w h ic h  fu e l co n ta in in g
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1 a lc o h o l is  required  to  b e so ld , transferred , or u s e d  in  an e ffort to attain air

2  q u a lity  standards fo r  carb on  m o n o x id e  as req u ired  b y  fed era l or sta te  la w  or

3  reg u la tio n , the tax  rate o n  m otor  fu e l that is  b le n d e d  w ith  a lc o h o l is s ix  cen ts

4 a  g a llo n  le s s  than the tax on  o th er m o to r  fu e l n o t d escr ib ed  in (1 )  -  (3 )  o f  this

5  su b sec tio n ;

6  (B )  n o tw ith sta n d in g  (A ) o f  th is  paragraph, through  June 3 0 ,

7  2 0 0 4 , the tax  on  m o to r  fu e l c o n su m e d  b y  a u ser  w ith in  the state  is  e ig h t cen ts

8  a  g a llo n  le s s  than th e  tax o n  o th er m o to r  fu e l n o t d e sc r ib e d  in  (1 )  -  (3 )  o f  th is

9  su b se c t io n  i f  th e  m o to r  fu e l

1 0  (i)  is  at lea st  10 p ercen t a lc o h o l b y  v o lu m e , has b een

1 1  p ro d u ced  fro m  the p r o c e s s in g  o f  l ig n o c e l lu lo s e  d er iv ed  from  w o o d , and

1 2  w a s  p ro d u ced  in a  fa c ility  that p r o c e s se s  l ig n o c e llu lo s e  from  w o o d , but

1 3  th is red u ctio n  in th e  rate o f  tax a p p lie s  to  m o to r  fu e l c o n su m e d  b y  a

14 u ser  that co n ta in s  a lc o h o l that w a s  p ro d u ced  o n ly  during  the first f iv e

1 5  years o f  the fa c il i ty ’s p r o c e ss in g  o f  l ig n o c e llu lo s e  from  w o o d ; or

16 ( ii)  is  at lea st  10 p ercen t a lc o h o l b y  v o lu m e , has b een

1 7  p ro d u ced  fro m  the p r o c e ss in g  o f  w a ste  s e a fo o d , and w a s  p rod u ced  in

18 ’ a fa c ility  that p r o c e sse s  a lc o h o l from  w a s te  s e a fo o d , but th is red u ction

1 9  in th e  rate o f  tax  a p p lie s  to  m otor  fu e l c o n su m e d  b y  a  u ser  that co n ta in s

2 0  a lc o h o l that w a s  p rod u ced  o n ly  d u rin g  th e  first f iv e  y ea rs o f  the

2 1  fa c i l i ty ’s  p r o c e ss in g  o f  a lc o h o l fr o m  w a ste  se a fo o d .

22 *  Sec. 3. A S  4 3 .4 0 .0 1 0 ( g )  is  a m en d ed  to  read:

2 3  (g )  T h e  p ro ceed s  o f  the rev en u e  from  th e  tax o n  a ll m otor  fu e ls , e x c e p t  as

24 p ro v id ed  in (e ) , (f)* and  (j) o f  th is  s e c t io n , sh a ll b e  d e p o s ite d  in  a sp e c ia l highway

25 construction and maintenance [H IG H W A Y  F U E L  T A X ) a cco u n t in  the sta te  gen era l

2 6  fu n d . T h e  le g is la tu r e  m a y  appropriate money [F U N D S ]  from  the account [IT] for

2 7  ex p en d itu re  b y  th e  D ep a rtm en t o f  T ran sp ortation  an d  P u b lic  F a c ilit ie s  f ir s t  d irectly  or

28 a s m a tch ed  w ith  a v a ila b le  fed era l-a id  h ig h w a y  m o n e y  for planning, design, and

2 9  [M A IN T E N A N C E  O F  H IG H W A Y S ,] co n stru c tio n  o f  h ig h w a y  projects* [A N D ] ferries*

30 and ferry terminals in c lu d ed  in th e  p rogram  p r o v id e d  fo r  in A S  1 9 .1 0 .1 5 0 , and

31 second for secondary road paving and deferred maintenance projects included in
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1 , . the program provided for in AS 19.10.150. Eligible construction projects include 

. 2  ■ [IN C L U D IN G ] a p p ro a ch es , ap p u rten an ces and re la ted  fa c il it ie s  an d  a cq u is it io n  o f

3  r ig h ts -o f-w a y  or  e a se m e n ts , and  o th er  h ig h w a y  c o s ts  in c lu d in g  su r v e y s , a d m in istra tion ,

4 and  re la ted  m atters. A ll  dep artm en ts o f  the sta te  g o v e r n m e n t a u th o rized  to  sp en d

5  m o n e y  [F U N D S ]  c o lle c te d  from  ta x es im p o se d  b y  th is  ch ap ter  sh a ll p erform , I f

6  [W H E N ] fe a s ib le , all co n stru c tio n  or  reco n stru ctio n  p ro jec ts  b y  co n tra ct after  the

7  p ro jects h a v e  b een  a d v er tised  for c o m p e tit iv e  b id s , e x c e p t  that, w h e n  fe a s ib le ,

8  a rran gem en ts sh a ll b e  m a d e  w ith  p o lit ic a l su b d iv is io n s  to  c a n y  ou t th e  co n stru c tio n

9  or reco n stru c tio n  p ro jec ts . I f  it is  n o t fe a s ib le  fo r  th e  w o r k  to  b e  p er fo rm ed  b y  state

10 e n g in e e r in g  fo r c e s , th e  c o m m iss io n e r  o f  transportation  and  p u b lic  fa c ilit ie s  m a y  issue

11 o best interest determination and con tract o n  a p r o fe ss io n a l b a s is  w ith  p rivate

1 2  e n g in e e r in g  firm s fo r  road  d e s ig n , b rid ge d e s ig n , and  s e r v ic e s  in c o n n e c t io n  w ith

1 3  su r v e y s . I f  m o re  than o n e  p rivate  e n g in e e r in g  firm  is  a v a ila b le  fo r  th e  work* the

14 co n tra cts  sh a ll b e  en tered  in to  o n  a n eg o tia ted  b asis .

15  * Sec. 4. A S  4 3 .4 0 .0 1 0 (h )  is  a m en d ed  to  read:

1 6  (h ) A ll  m o to r  fu e l tax  rece ip ts sh a ll b e p a i i  in to  th e  g e n era l fu n d  and

1 7  d istr ib u ted  to  the p rop er a c c o u n ts  in  th e  gen era l fu n d . V a lid  m o to r  fu e l ta x  refu n d

18  c la im s  sh a ll b e  p a id  from  th e highway construction and maintenance [H IG H W A Y

19  F U E L  T A X ] a c c o u n t in  the gen era l fund.

20 * Sec. 5. A S  4 3 .4 0 .0 3 0 ( a )  is  a m en d ed  to  read:

21  (?) E x c e p t  as sp e c if ie d  in A S  4 3 .4 0 .0 1 0 ( j ) ,  a  p erso n  w h o  u s e s  m o to r  fu e l to

2 2  op era te  an in tern a l c o m b u stio n  e n g in e  is  en titled  to  a  refu n d  o f  1 3  [S IX ] c e n ts  a  g a llo n

23 - i f '  •

2 4 .. .^  ; : (1 )  the tax  on  th e  m otor  fu e l h as b e e n  paid ;

2 5  (2 )  th e  m o to r  fu e l is  n ot a v ia tio n  fu e l , or  m o to r  fu e l u se d  in  or  bn

2 6  , ..-.w atercraft; and

2 7  ;., (3 )  th e  in ternal co m b u stio n  e n g in e  is  n o t u se d  in  or  in  c o n ju n c tio n  w ith

2 8  Y ; . : .  a m o to r  v e h ic le  l ic e n s e d  to  b e  op erated  on  p u b lic  w a y s .

29 :• * -Sec.' 6. A S  4 3 .4 0 .0 7 0  is  a m en d ed  to  read:

30 .: 0 !  , Sec. 43.40.070. Refund warrants. U p o n  a p p rova l o f  a refu n d  c la im  b y  the

31 v - L , ; i  d ep artm en t, a  w arrant sh a ll be draw n on  the highway construction and maintenance
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1 [H IG H W A Y  F U E L  T A X ] a cco u n t in th e  g en era l fund in  fa v o r  o f  the app licant in the

2  a m o u n t o f  the c la im .

3  * S e c .  7 .  A S  4 3 .4 0  is  a m en d ed  b y  ad d in g  a n e w  se c t io n  to read:

4  S e c . 4 3 .4 0 .0 8 7 . C iv il  p e n a lt ie s  a n d  e n f o r c e m e n t  (a ) N o tw ith sta n d in g  the

5  p r o v is io n s  o f  A S  4 3 .0 5 .1 3 0  or 4 3 .0 5 .2 2 0 , th e  d ep artm en t sh a ll a s se s s  a c iv il p en a lty

6  in  a cco rd a n ce  w ith  th is se c t io n  for a v io la t io n  o f  th is  ch ap ter  or  a regu la tion  adopted

7  u n d er  th is chapter. T h e  dep artm en t sh a ll e s ta b lish  th e  a m o u n t and  other standards for

8  th e  a sse ssm e n t b y  reg u la tio n s  ad op ted  u n d er A S  4 3 .0 5 .0 8 0 ,  but th e  m a x im u m  pen alty

9 a s se s se d  under th is s e c t io n  m ay  n ot e x c e e d

10  (1 )  $ 1 0 ,0 0 0  for the first v io la tio n ;

11  (2 )  $ 5 0 ,0 0 0  fo r  ea ch  su b seq u en t v io la tio n .

1 2  (b ) A  c iv il  p en a lty  a s se s se d  u n d er (a ) o f  th is  s e c t io n  is  in add ition  to  any

13  cr im in a l p en a lty  im p o se d  under A S  4 3 .0 5 .2 9 0 .

14  (c )  In ad d ition  to  a c iv i l  p en a lty  a s se s se d  under (a ) o f  th is se c tio n , any

1 5  cr im in a l p en a ltie s  im p o se d  under A S  4 3 .0 5 .2 9 0 , in terest im p o se d  under th is title , and

1 6  an y  other rem ed y  or o th er  m ea n s o f  e n fo r c e m en t a v a ila b le  under th is title, for a

1 7  v io la t io n  o f  th is ch ap ter  or  a reg u la tio n  u n d er th is ch ap ter  the departm ent m ay , in

1 8  * a cco rd a n ce  w ith  reg u la tio n s  ad op ted  under A S  4 3 .0 5 .0 8 0 ,

1 9  (1 ) r e v o k e  a  l ic e n s e  is su e d  u n d er th is  chapter; and

2 0  (2 ) a s se s s  restitu tion  in  an a m o u n t o f  up to  tw ic e  the am ou n t o f  unpaid

2 1  tax  or  unw arranted refu n d  re c e iv ed .

2 2  * S e c .  8 . A S  4 3 .4 0 .1 0 0 (2 )  is  a m en d ed  to  read:

2 3  (2 )  "m otor fuel" m ea n s fu e l u sed  in  an e n g in e  fo r  the p rop u lsion  o f  a

2 4  m o to r  v e h ic le  or aircraft, and fu e l u sed  in  an d  on  w atercraft fo r  an y  purpose, or in a

2 5  sta tio n a ry  e n g in e , m a ch in e , or m e ch a n ica l co n tr iv a n ce  that is  run by an internal

2 6  c o m b u stio n  m otor; "m otor fuel" d o e s  n o t in c lu d e

2 7  (A )  fu e l c o n s ig n e d  to  fo r e ig n  cou n tr ies;

2 8  (B ) fu e l so ld  for u se  in  je t  p ro p u ls io n  aircraft op era tin g  in

2 9  flig h ts

3 0  (i)  to fo re ig n  co u n tr ies; or

3 1  ( ii)  that c o n tin u e  from  fo re ig n  cou n tr ies, unlej s
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1 e x e m p tio n  o f  the m o to r  fu e l from  ta xation  is  d isa llo w e d  b e c a u se  o f  the

2  re fin er ’s fa ilu re  to  c o m p ly  w ith  the p r o v is io n s  o f  a  v o lu n ta ry  a g reem en t

3  under A S  4 3 .4 0 .0 9 2  in  co n ju n c tio n  w ith  e x p a n s io n  o f  refin ery  ca p a c ity ;

4  (C ) fu e l u sed  in sta tion ary  p o w e r  p lan ts o p era tin g  as p u b lic

5  u tility  p lan ts and g en era tin g  e le c tr ica l e n e r g y  fo r  sa le  to  the g en era l p u b lic ;

6  (D )  fu e l u sed  by n o n p ro fit p o w e r  a s so c ia t io n s  or co rp o ra tio n s

7  for g e n e r a tin g  e le c tr ic  e n e r g y  fo r  resa le;

8  (E ) fu el u sed  by ch a r ita b le  in stitu tio n s  a p p r o v e d  u n d e r

9  2 6  U .S .C . 5 0 1  (c K 3 ) :

1 0  (F ) fu e l so ld  or transferred b e tw e e n  q u a lif ie d  d ea lers;

11 (G ) fu e l so ld  to  fed era l, s ta te , and  lo c a l g o v e r n m e n t a g e n c ie s

1 2  fo r  o ff ic ia l u se;

1 3  (H ) fu e l u se d  in  sta tio n a ry  p o w e r  p la n ts  that g e n era te  e le c tr ica l

1 4  e n e r g y  fo r  p r iv a te  re s id en tia l c o n su m p tio n ;

1 5  (I) fu e l u sed  to  h eat p r iva te  or  c o m m e r c ia l b u ild in g s  or

1 6  fa c ilit ie s ;

17  (J) fu e l u sed  for  o th er  n o n ta x a b le  p u rp o ses  as p rescr ib ed  by

1 8  reg u la tio n s  ad op ted  b y  the departm ent;

1 9  (K ) fu e l u se d  in sta tion ary  p o w e r  p la n ts  o f  100  k ilo w a tts  or le s s

2 0  that g en era te  e le c tr ic a l p o w e r  fo r  c o m m e r c ia l en terp r ises  not for resa le ; or

2 1  (L ) resid u a l fu e l o il u sed  in and  o n  w atercra ft i f  the resid u a l

2 2  fuel o i l  is  so ld  or transferred  in the sta te  o r  c o n su m e d  b y  a  user; fo r  p u rp o ses

2 3  o f  th is  su b p aragrap h , "residual fu.a I oil"  m e a n s  the h e a v y  r e fin ed  h yd rocarb on

2 4  k n o w n  as n u m b er 6  fu el o il that is  ’h e re s id u e  fro m  cru d e  o il a fter  refin ed

2 5  p etro leu m  p rod u cts h a v e  b een  ex tracted  b y  th e  r e fin in g  p r o c e ss  and  that m a y

2 6  be c o n su m e d  or  u se d  o n ly  w h en  su ff ic ie n t  heat is  p ro v id ed  to  the o il  to  red u ce

2 7  its  v is c o s ity  rated  b y  k in etic  unit and to  g iv e  it f lu id  prop erties su ff ic ie n t  for

2 8  p u m p in g  and  co m b u stio n ;

2 9  *  S e c . 9 .  T h is  A c t  tak es e f fe c t  Ju ly  1, 1999 .
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IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T Y -F IR S T  L E G IS L A T U R E  - F IR S T  S E S S IO N

BY REPRESENTATIVE JAMES

Introduced: 3/19/99 
Referred: Judiciary , Finance

A RESOLUTION

Proposing amendments to the Constitution of the State of Alaska repealing 

provisions relating to the constitutional budget reserve fund and providing that the 

balance in the fund be deposited into the budget reserve fund established by 

statute.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. A rtic le  XV, C o n stitu tio n  o f  the S ta te  o f  A la sk a , is  a m en d ed  b y  a d d in g  a n e w  

se c t io n  to  read:

Section 30. Disposition of Constitutional Budget Reserve Fund Balance.

O n  the e ffe c t iv e  date o f  the 2 0 0 0  a m en d m en t rep ea lin g  p r o v is io n s  re la tin g  to  the  

co n stitu tio n a l b u d get reserv e  fund  (art. IX , se c . 17), the b a lan ce in  the fu n d  sh a ll be  

d e p o s ite d  into the b u d get reserv e  fund e s ta b lish e d  b y  statute.

* Sec. 2 . A r tic le  IX , se c . 17, C o n stitu tio n  o f  the S ta te  o f  A la sk a , is  rep ea led .

* Sec. 3. T h e  am en d m en ts p ro p o sed  b y  th is reso lu tio n  sh a ll b e p la ced  b e fo r e  th e  v o ters  o f  

the s la te  at the n ex t general e le c t io n  in  c o n fo r m ity  w ith  art. X D I, se c . 1, C o n stitu tio n  o f  the  

S ta te  o f  A la sk a , and the e le c tio n  la w s  o f  the sta te .
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S U B J E C T :  A p p ro p ria tio n  to the A la sk a  In co m e  A c c o u n t (W ork  O rder N o . 2 1 -
L S 0 7 8 8 \D )

T O : R ep resen ta tiv e  B ill H u d son
A ttn: M e lin d a  H ofstad

F R O M : T am ara B randt C o o k
D irec to r  y S

H ere is  a sec tio n a l su m m ary  that y o u  req u ested .

S e c . 1 . A p p rop riates the b a la n ce  in the b u d get reserve  fund on  Ju ly  2 , 1 9 9 9  to the A la sk a  
In c o m e  A cco u n t. T h e  Ju ly  2  d a le  is  in ten d ed  to a cco m m o d a te  the p o s s ib il ity  that m o n e y  
m a y  b e  appropriated from  the b u d g et reserv e  fund in the F Y  2 0 0 0  b u d get, h o p e fu lly , w ith  
an e f fe c t iv e  date o f  Ju ly  I. T h is  appropriation  req u ires the 3 /4  v o te  u n d er the sta te  
co n stitu tio n .

S e c . 2 . T h is  appropriation  b ill w i l l  take e ffe c t  o n ly  o f  a su b sta n tiv e  b ill is  en acted  
e sta b lish in g  the A la sk a  In co m e  A c c o u n t.

S e c . 3 . I f  it takes e ffec t, the e f fe c t iv e  date w ill  c o in c id e  w ith  the e ffe c t iv e  date o f  p r o v is io n s  
o f  su b sta n tiv e  law  e sta b lish in g  the accou n t.
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FY1999 F Y 2 U U 0 F Y 2 U U 1 K Y 2 U U 2 F Y 2 U U 3 F Y 2 U 0 4 F Y 2 U U 5 F Y 2 U U l i FY2007 F Y 2 U U U F Y 2 ( J 0 ‘J F Y 2 U I U F Y 2 U 1  1

lavenua Aaiumpllont 12.11 13.57 14.52 15.28 16.00 16.30 16.64 18.10 18.62 19.16 19.72 20.31 20.91
Oil Price in $/bb1 12.11 13.50 13.50 13.50 13.50 13.50 13.50 13.50 13.50 13.50 13.50 13.50 13.50
Volume in mbbl/d 1.166 1,047 1.064 1.035 1.049 1.076 1.031 0.979 0.919 0.871 0.824 0.768 0.718
H896 Passes (Y or N) • All Lenses © 25°/i Y Y Y Y Y Y Y Y Y Y Y Y Y

farket Aaaumpliona
Perm Fund Total Return 7.910% 8.250% 8.250% 8.250% 8.250% B.250% 8.250% 8.250% 8.250% 8.250% 8.250% 8.250% 8.250%
Yield of Dividends & Interest 4.000% 3.820% 3.820% 3.820% 3.820% 3.820% 3.820% 3.820% 3.820% 3.820% 3.820% 3.820% 3.820%
Expected Capital Gains/Lossos 3.910% 4.430% 4,430% 4.430% 4.430% 4.430% 4.430% 4.430% 4.430% 4.430% 4.430% 4.430% 4.430%
% of Unrealized Gains Realized 24.820% 18.750% 18.900% 19.000% 19.230% 19.460% 19.460% 19.460% 19.460% 19.460% 19.460% 19.460% 19.460%
CBR Yield 6.080% 5.500% 8.250% 8.250% 8,250% 8.250% 8.250% 8.250% 8,250% 8.250% 8.250% 8.250% 8.250%

Anualized Return XXX*

Dividend Aai umptlon*
Limit Dividend to $ per Person 
Calculated Dividend Amount

Inflation Asaumptlona
General Inllalion Rale • Used lor Inllalion Proolini 
Growth ol Agency Expenditures - Inflatior 
Growth of Formula Expenditures - Inflatior 
Growth of School Expenditures • Inflatior 
Growth of Capital Budget - Inflatior

Population Growth Aaiumplloni
Agency Expenditures - Population 
Formula Expenditures • Population 
School Expenditures - Population 
Capital Budget - Population 
Dividends

Inflation Proofing Aiaumpflom
Statuatory Inllalion Proofing Amount >
Ouestion: Use the Statuatory Method? (Yor N

Endowment Atiumpflona
Payout %
Minimum Dividend 
Split (Y or NJ
% Split for Dividend 
% Spirt for General Governmen

$1,000
$1,000

$0
$1,001

$0
$1,005

$0
$1,002

$0
$993

$0
$1,004

$0
$855

$0
$771

$0
$667

$0
$581

$0
$500

$0
$377

$0
$0

1.540%
0.00%
0.00%
0.00%
0.00%

3.000%
0.00%
0.00%
0.00%
0.00%

3.000%
0.00%
0.00%
0.00%
0.00%

3.000%
0.00%
0.00%
0.00%
0.00%

3.000%
0.00%
0.00%
0.00%
0.00%

3.000%
0.00%
0.00%
0.00%
0.00%

3.000%
2.00%
2.00%
2.00%
2.00%

3.000%
2.00%
2.00%
2.00%
2.00%

3.000%
2.00%
2.00%
2.00%
2.00%

3.000%
2.00%
2.00%
2.00%
2,00%

3.000%
2.00%
2.00%
2.00%
2.00%

3.000%
2.00%
2.00%
2.00%
2.00%

3.000%
2.00%
2.00%
2,00%
2.00%

0.000%
0.000%
1.500%
0.000%
1.600%

0.000%
0.000%
2.642%
0.000%
1.600%

0.000%
0.000%
1.500%
0.000%
1.600%

0.000%
0.000%
1.50G%
0.000%
1.600%

0.000%
0.000%
1.500%
0.000%
1.600%

0.000%
0.000%
1.500%
0.000%
1.600%

0.000%
0.000%
1.500%
0.000%
1.600%

0.000%
0.000%
1.500%
0.000%
1.600%

0.000%
0.000%
1.500%
0.000%
1.600%

0.000%
0.000%
1.500%
0.000%
1.600%

0.000%
0.000%
1.500%
0.000%
1.600%

0.000%
0.000%
1.500%
0.000%
1.600%

0.000%
0.000%
1.500%
0.000%
1.600%

287.7
Y

0.0
N

0.0
N

0.0
N

0.0
N

0.0
N

0.0
N

0.0
N

0.0
N

0.0
N

0.0
N

0.0
N

0.0
N

N/A

N/A
N/A
N/A

5.55% 5.69% 5.75% 5.75% 5.75% 5.75% 5.75% 5.75% 5.75% 5.75% 5.75% 5.25%
$250.00 $250.00 $250.00 $250.00 $250.00 $250.00 $250.00 $250.00 $250.00 $250,00 $250.00 $250.00

n m n n n n n n n n n n
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‘Budget Aeaumptlone FY1030 FY2U00 FY2U0I FY2002 FY2003 FY201M FY2005 FY2U0G FY2007 FY2UUU FY2UU9 FY2UIU FY2U11
Revenue*

Petroleum Revenue 677.6 692.9 657.2 615.5 588.9 581.9 511.5 471.1 427.4 393.8 362.9 302.6 270.0
Non-itelroleum Revenue 621.1 614.8 613.2 617.6 612.0 598.7 592.9 592.1 581.4 571.3 560.7 550.2 539.7
Alaska Credit Income Tiu (Net receipts in millions) 0.0 0.0 0.0 0.0 0.0 •0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Alasku Stiles Tax (1 % = 560 million, exempts food & liea 0.0 0.0 0.0 0.0 0.0 O.j 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Oilier New Revenue X1 0.0 32,3 64.6 64.6 64.6 64.6 65.9 67.2 68.6 69.9 71.3 72.8 74.2
Oilier Nc w Revenue #2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Revenues 1,298.7 1,340.0 1,335.0 1,297.7 1,265.5 1,245.2 1,170.2 1,130.4 1,077.4 1,035.0 994.9 925.5 883.9

Expenditure*
Agency Operations 1,104.7 1,104.7 1,104.7 1,104.7 1,104.7 1,104.7 1,126.8 1,149.3 1,172.3 1,195.8 1,219.7 1,244.1 1,269.0
Formula Programs 372.5 372.5 372.5 372.5 372.5 372.5 380.0 387.5 395.3 403.2 411.3 419.5 427.9
K— 12 Education 681.2 699.2 709.7 720.3 731.1 742.1 768.1 795.0 822.8 851.6 881.4 912.2 944.2
Perm Fund Dividends X 601.1 582.3 593.7 601.8 605.8 622.0 538.6 493.3 433.3 383.4 335.2 257.0 0.0
Perm Fund Hold llurmlcss 28.6 29.2 29.8 30.4 31.0 31.6 32.3 32.9 33.6 34.2 34.9 35.6 0.0

Proposed Budget Cuts HI 0.0 (50.0) (40.0) (30.0) (20.0) (10.0) 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Proposed Budget Cuts X1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Supplemental Budget - Fires, Floods, (Y2K, FY9!)), etc. 13.6 16.5 16.5 16.5 16.5 16.5 16.5 16.5 16.5 16.5 16.5 16.5 16.5
Debt Service (Net ornon-CF School Fund and AIIFC off 46.0 3.5 38.7 41.9 41.8 41.8 41.8 41.8 41.8 41.8 41.8 41.8 41.8
Capital Budget 85.4 85.4 85.4 85.4 85.4 85.4 87.1 88.9 90.6 92.4 94.3 96.2 98.1
State Match for Loan Programs (Water, Sewer, etc.) 20.9 19.4 17 2 17? 17.2 17.2 17.2 17.2 17.2 175 17.2 17.2 17.2
Other XI 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other *2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
’lotill (I'enenil Fund Expenditures: 2,954.0 2,862.7 2,928.2 2,830.7 2,986.1 3,023.8 3,008.3 3,022.3 3,023.4 3,036.2 3,052.2 3,040.1 2,814.6

Itmlgel (liollcll>/St>i j >Ins (1.GS5.3) (1,522.6) (1,593.2) (1,663,0) (1,720.6) (1,778.6) (1,838.1) (1,091.9) (1.946.1) (2.001.2) (2,057.3) (2,114.6) (1,930.7)

Tran tier*
Transfer (lo)tlrom CBR (Beg of Year) 
Transfer (to)4rom CBR (Thru the Year) 
Transfer (lo)rlrom CBR (End ol Year)

0.0
1,025.6

0.0

0.0
0.0
0.0

0.0
0.0
0.0

0.0
0,0
0.0

0.0
0.0
0.0

0.0
0.0
0.0

0.0
0.0
0.0

0.0
0.0
0.0

0.0
0.0
0.0

0.0
0.0
0.0

0.0
0.0
0.0

0.0
0.0
0.0

0.0
0.0
0.0

Legislative Appropriations It) Perm Fund Principal 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0,0 0.0 0.0

Transfer (to)/lrom Earnings Reserve (Bey ol Year) 
Transfer (toj/Irom Ep.rnings Reserve (Thru the Year 
Transfer (lo)/1rom Earnings Reserve (End ol Year

0.0
0.0
0.0

0.0
911.2
0.0

0.0
969.7
0.0

0.0
1,030.8

0.0

0.0
1,063.8

0.0

0.0
1,125.0
0.0

0.0
1,267.2

0.0

0.0
1,365.8

0.0

0.0
1,479.2

0.0

0.0
1,563.5

0.0

0.0
1,687.2

0.0

0.0
1,821.9

0.0

0.0
1,930.7

0.0
PFD Transfer from Earn Reserve (End of Year)
PFD Transfer from Earn Reserve for Hold Harmless

601.1
28.6

582.3
29.2

593.7
29.8

601.8
30.4

605.8
31.0

622.0
31.6

538.6
32.3

493.3
32.9

433.3
33.6

383.4
34.2

335 2 
34.9

257.0
35.6

0.0
0.0

1 utiil 1 musters 1,655.3 1,522.6 1,593.2 1 ,(-£3.0 1,720.6 1,778.6 1,838.1 1,891.9 1,946.1 2,001.2 2,057.3 2,114.6 1,930.7
lllireienee 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

C'ltlt llttltilicc 
Kurnings Reserve llnl.iiui 
Unrcull/.cd Culm 
Unrealized (iuilis Reull/.ed % 
Cuiilluuci! Dellell

2,761.9
2,576.7
3,689.1
24.820%

3,037.1
2,854.4
3,909.0
18.750%

3,412.6
3,137.2
4,103.4
18.900%

3.019.1
3.418.1
4.278.1 
19.000%

4,259.2
3.711.7
4.428.7 
19.230%

4.610.5 
4,013.2
4.558.5 
19.460%

4,990.9
4.303.8
4.683.8 
19.460%

5.402.7
4,587.0
4,804.5
19.460%

5,848.4
4,860.6
4,921.2
19.460%

6,330.9
5.122.0
5.034.0 
19.460%

6,853.2
5.368.1
5.143.1 
19.460%

7,418.5
5,595.7
5,248.4
19.460%

8.030.6
6.043.6
5.349.7 
19.460%
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CONSTITUTIONAL BUDGET RESERVE _
TOTAL C o n i t  B u d g e t R eaerv e  (Beg of Yr)

Oil & Gas Tax Dispute Resolulions (Thru Iho Year;
Transfer (to)/trom APFC Earnings Reserve (Bog of ' 
Transfer (lo)Arom APFC Earnings Reserve (Thru Ihi 
Transfer (to)lfrom APFC Earnings Reserve (End o f'
Transfer (to)/lrom Gen Fund (Beg of Year 
Transfer (toj/Irom Gen Fund (Thru the Year;
Transfer (toj/Irom Gen Fund (End of Year

Earnings
TOTAL C on» l B u d g e t R eaerve  (End of Yr) =

A L A S K A  P E R M A N E N T  FU N D  

P r i n c ip a l / C o r p u s  
TOTAL Principal a t  C o a t (Beg of Yr)

Dedicated Oil Revenues (Thru the Year)
Other Transfers (Amerada Hess) (End of Year)

Legislative Appropriations (End of Year)
Transfer (to)/1rom APFC Earnings Reserve (Beg ~. 
Transter (to)/lrom APFC Earnings Reservo (Thru thi 
Transfer (to)/from APFC Earnings Reserve (Er-4 '
Statuatory Inllalion Prooling (End ol Year)

TOTAL P rincipal a t  C o a t (Ending Bai;

Earnlnos Reserve
TOTAL E am ln g a  R eaerve  A cct B a len ce  (Beg of Yr)

Transfer (to)mom APFC Principal (Beg ol Year 
Transfer (io)/1rom APFC Principal (Thru the Year; 
Transfer (to)/1rom APFC Principal (End of Year

Transfer (to)/lrom Gen Fund (Bog of Year 
Transfer (to)rirom Gen Fund (Thru tire Year)
Transter (loj/lrom Gen Fund (End ol Year
Transfer (lo)/ftom CBR (Beg cf Year 
Transfer (io)/trom CBR (Thru the Year;
Transfer (lo)/from CBR (End of Year
PFD Transfer (lo) Gen Fund (End of Year;
PFD Transfer (to) Gen Fund for Hold Harmless (E x

Interest Income *
Realized Gains *
Statuatory Inflation Proofing 
Operating Costs of APFC 
Legislative Appropriations for Oil & Gas Liligalior 
Legislative Appropriations for Othei 
Loss Amerada Hess Settlement Earnings (not inc x

TOTAL E arn ing*  R e*erva  A cct B a lance  (End of Yr) 

U nrealized G ains
B alance  of U nrealized  G ain* (Beg of Year)

Current Year Unrealized Gains 
Amount ol Gains Realized 
Additional Gains Realized

Bal U nreal G ain ad d  to  M arket Value

FY1999 FY200U FY21HJ1 FY2U02 FY2UU3 FY20U4 FY2UU5 FY20U6 FY2007 FY2U0U FY2UUU

3,559.1
56.0
0.0
0.0
0.0
0.0

(1,025.6)
0.0

172.4

2,761.9
120.0

0.0
0.0
0.0
0.0
0.0
0.0

155,2

3,037.1
120.0

0.0
0.0
0.0
0.0
0.0
0.0

255.5

3,412.6
120.0

0.0
0.0
0.0
0.0
0.0
0.0

286.5

3,819.1
120.0

0.0
0.0
0.0
0.0
0.0
0.0

320.0

4,2511.2
0.0
0.0
0.0
0.0
0.0
0.0
0.0

351.4

4,610.5
0.0
0.0
0.0
0.0
0.0
0.0
0.0

380.4

4,990.9
0.0
0.0
0.0
0.0
0.0
0.0
0.0

2,761.9 3,037.1 3,412.6 3,819.1 4.259.2 4,610.5 4,990.9
411.7
5,402.7

5,402.7
0.0
0.0
0.0
0.0

0.0
0.0
0.0

445.7
5.848.4

5,848.4
0.0
0.0
0.0
0.0
0.0
0.0
00

482.5
6,330.9

6,330.9
0.0
0.0
0.0
0.0
0.0
0.0
0.0

522.3
6,853.2

0.0

FY2UIU
6,853.2

0.0
0.0
0.0
0.0
0.0
0.0

565.4
7,418.5

FY20UU FY2U0U FY20UU FY2UIU

18.971.9 19,121.3 19,270.3 19,417.5

FY 11)99 
1,389.0

0.0
0.0
0.0
0.0
(0.0)
0.0
0.0
0.0
0.0

(601,1)
(28.6)
957.6
1,217.9
(287.7)
(32.2)

0.0
0.0

FY2UUU FY2001 FY2002 FY2903 FY2UU4 FY2U05 FY2UU6 FY20U7

2,576.7
0.0
0.0
0.0
0.0

(911.2) 
0.0
0.0
0.0
0.0

(582.3)
(29.2)
967.5
902.1

0.0
(42.0)

0.0
0.0
(27.3)

2,854.4
0.0
0.0
0.0
0.0

(969.7) 
0.0
0.0
0.0
0.0

(593.7)
(29.8)
992.2
956.3 

0.0
(42.6)

0.0
0.0
(29.8)

3,137.2
0.0
0.0
0.0
0.0

(1,030.8)
0.0
0.0
0.0
0.0

(601.8)
(30.4)

1,016.0
1,003.5

0.0
(43.3) 
0.0 
0.0

(32.4)

3,418.1
0.0
0.0
0.0

0.0
(1,083.8)

0.0
0.0
0.0
0.0

(605.8)
(31.0)

1,039.0
1,054.4

0.0
(43.9)
0.0
0.0
(35.3)

3.711.7
0.0
0.0
0.0
0.0

(1,125.0)
0.0
0.0
0,0
0.0

(622.0)
(31.6)

1.061.7 
1,101.4

0.0
(44.6) 
0.0 
0.0
(38.5)

4,013.2
0.0
0.0
0.0
0.0

(1,:'o7.2)
0.0
0.0
0.0
0.0

(538.6)
(32.3)

1,083.9
1,131.7

0.0
(45.2)
0.0
0.0
(41.6)

4,303.e
0.0
0.0
0.0
0.0

(1,365.8)
0.0
0.0
0.0
0.0

(493.3)
(32.9)

1,105.2
1,160.9

0.0
(45.9) 
0.0 
0.0
(45.0)

4.587.0
0.0
0.0
0.0
0.0

(1,479.2)
0.0
0.0
0.0
0.0

(433.3)
(33.6)

1,125.9
1.189.1 

0.0
(46.6) 
0.0 
0.0
(48.6)

FY2UUU
4,860.6

FY2t)U‘J
5,122.0

FY2U1U
5,368.1

0.0
0.0
0.0

0.0
(1,583.5)

0.0
0.0
0.0
0.0

(383.4)
(34.2)

1,146.1
1,216.3

0.0
(47.3) 
0.0 
0.0
(52.6)

0.0
0.0
0.0

0.0
(1,687.2)

0.0
0.0
0.0
0.0

(335.2)
(34.9)

1.165.6
1.242.7 

0.0
(48.0)
0.0
0.0
(56.9)

0.0
0.0
0.0
0.0
0.0
0.0

FY2011
7.41B.S0.0

612.0
8,030.6

FY2UII
r Y l  9119 

1 8 ,5 1 6 .0

i - r z u u u

1 8 ,9 7 1 .9

r - r z u u i

1 9 ,1 2 1 .3 1 9 ,2 7 0 .3 1 9 ,4 1 7 .5 1 9 ,5 6 7 ,3 1 9 ,7 2 1 .2 1 9 ,8 6 6 .3 2 0 ,0 0 8 .9 2 0 ,1 4 8 .7 2 0 ,2 8 8 .2 2 0 ,4 2 7 .2 2 0 ,5 5 9 .4

1 3 0 .0

3 8 .2

1 2 2 .2

2 7 .3

1 1 9 .2

2 9 .8

1 1 4 .8

3 2 .4

1 1 4 .6

3 5 .3

1 1 5 .4

3 8 .5

1 0 3 .6

4 1 .6

9 7 .5

4 5 .0

9 1 .2

4 8 .6

8 6 .9

5 2 .6

8 2 .2

5 6 .9

7 0 .7

6 1 .5

6 4 .8

6 6 .5

0 .0 0 .0 0 . 0 0 . 0 0 . 0 0 .0 0 .0 0 .0 0 . 0 0 .0 0 .0 0 .0 0 . 0

0 .0

i  0 . 0  

0 . 0

0 .0

0 .0

0 .0

0 . 0

0 . 0

0 . 0

0 .0

0 .0

0 . 0

0 . 0

0 .0

0 . 0

0 .0

0 .0

0 . 0

0 .0

0 .0

G . J

0 .0

0 .0

0 .0

0 . 0

0 . 0

0 .0

0 . 0

0 .0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 . 0

0 .0

0 . 0

0 . 0

0 . 0

2 8 7 .7 0 .0 0 . 0 0 . 0 0 .0 0 . 0 0 . 0 0 . 0 0 .0  
o n  r a n  7

0 . 0  
o n  O A R  0

0 . 0

0 0 4 2 7 .2

0 . 0

2 0 .5 5 9 .4

0 . 0

2 0 .6 9 0 .7

FY2UII 
5,595.7

0.0
0.0
0.0

0.0
(1,821.9)

0.0
0.0
0.0
0.0

(257.0)
(35.6)

1,184.3
1,268.1

0.0
(48.7) 
0.0 
0.0

(61.5)

0.0
0.0
0.0
0.0

(1,930.7)
0.0
0.0
0.0
0.0

0.0
0.0

1,201,9
1,292.6

0.0
(49.5) 
0.0 
0.0
(66.5)

1 2,576.7 2,854.4 3.137.2 3,418.1 3,711.7 4,013.2 4,303.8 4,587.0 4,860.6 5,122.0 5,368.1 5,595.7 6.043.6

FY1999 FY2UU0 FY20UI FY2U02 FY2UU3 FY2UU1 FY2UU5 rY2UUli FY2UU7 FY2UUU FY2U09 FY2UIU IY2UI 1

3,970.9 3,689.1 3,909.0 4,103.4 4,278.1 4,428.7 4,558.5 4,683.8 4,804.5 4,921.2 5,034.0 5,143.1 5,248.4

936.1
(1,217.9)

0.0

1,122.0
(902.1)
0.0

1,150.6
(956.3)
0.0

1,178.2
(1,003.5)

0.0

1,204.9
(1,054.4)

0.0

1,231.3
(1,101.4)

0.0

1,256.9
(1,131.7)

0.0

1,281.7
(1,160.9)

0.0

1,305.7
(1,189.1)

0.0

1,329.1
(1,216.3)

0.0

1,351.8
(1,242.7)

0.0

1,373.4
(1,260.1)

0.0

1,393 9
(1,292.6)

0.0

3,689.1 3,909.0 4,103.4 4,278.1 4,428.7 4,558.5 4,683.8 4,804.5 4,921.2 5,034.0 5,143.1 5,240.4 5,349.7

25,237.7

All Alaska Plan t. Input 4/8/99 ? 27 P M



Dedicated Revenues 
Interest Income 
Unrealized Capital Gains 
R ea lized Capital G ains 
T ransfe r to G enera l Govt 
Perm  Fund Dividends 
Inflation Proofing & O ther 
Expenses 

B a la n c e  @ 6/30 /99
Dedicated Revenues 
Interest Income 
Unrea lized Capital Gains 
R ea lized Capital G a ins 
T ransfe r to G enera l Govt 
Perm  Fund D ividends 
Inflation Proofing & O ther 
Expenses 

B a lan c e  @ 6/30 /00
Dedicated R evenues 
Interest Income 
Unrea lized Capital Gains 
Rea lized Capital G ains 
T ransfe r to G enera l Govt 
Perm  Fund Dividends 
Inflation Proofing & O ther 
Expenses 

B a lan ce  @ 6/30/01
Dedicated R evenues 
Interest Income 
Unrea lized Capital G ains 
Rea lized Capital G a ins 
T ransfe r to G enera l Govt 
Perm  Fund Dividends 
Inflation Proofing & O ther 
Expenses 

B a lan ce  @ 6/30/02

Balance @ 6/30/98

P e rm an en t Fund
C o rp u s /
P r in c ip a l

U n rea lized
G a in s

A laska  
Inc Acct C B R

Tota l
Endow m en t

Payou t
Rate

A m ount f o r  
G ovt & P F D ’s

1 ,523

1 ,593

1 ,663

1,721

(43)
19 ,4 17 4 ,2 78  3 ,4 1 8 3 ,8 1 9 30 ,9 33 5 .7 5% 1 ,779

4/8/99 - 2:27 PM J le y t& ta & u c All Alaska Plan 1 - Version 1



Dedicated Revenues 
Interest Income 
Unrea lized Capita l G ains 
Rea lized Capital G ains 
T ransfe r to G enera l Govt 
Perm  Fund Dividends 
Inflation Proofing & Other 
Expenses 

B a la n c e  @ 6 /30/99

Dedicated R evenues 
Interest Income 
Unrea lized Capital G ains 
Rea lized Capital Gains 
T ransfe r to G enera l Govt 
Perm  Fund Dividends 
Inflation Proofing & O ther 
Expenses 

B a la n c e  @ 6/30 /00

Dedicated R evenues 
Interest Income 
Unrealized Capital Gains 
Rea lized Capital G ains 
T ransfe r to G enera l Govt 
Perm  Fund Dividends 
Inflation Proofing & O ther 
Expenses 

B a lan c e  @ 6/30/01

Dedicated R evenues 
Interest Income 
Unrea lized Capita l Gains 
Rea lized Capital G ains 
T ransfe r to G enera l Govt 
Perm  Fund D ividends 
Inflation Proofing & Other 
Expenses 

B a lan ce  @ 6/30/02

Ba lance @ 6/30/98

P e rm an en t Fund
C o rp u s /
P r in c ip a l

U n rea lized
G a in s

A la sk a  
Inc Acct C BR

T ota l
Endow m en t

Payou t
Rate

A m ount fo r  
Govt & PFD'si

(43)
1 9 ,4 1 7 4 ,278  5 ,285 1 ,952  3 0 ,9 3 3 5 .7 5% 1 ,779

4/8/99 - 2:27 PM J l& fiil& t iu c  'p itta n c e All Alaska Plan 1 - Version2



T h e  C a s e  f o r  I n c r e a s e d  

I n v e s t m e n t  F l e x i b i l i t y :  H B  1 5 6

A L A S K A ’S
‘ ’E R M A N E N T

F U N D

A L A S K A ’S

F U T U R E

A P F C  P r e s e n t a t i o n  t o  H o u s e  S t a t e  A f f a i r s

A p r i l  1 5 , 1 9 9 9



N e e d  f o r  H B  1 5 6  ‘

•  M o d e r n i z e s  s t a t u t e s ,  r e s p o n s i v e  t o  

c u r r e n t  m a r k e t  o p p o r t u n i t i e s  a n d  

c h a l l e n g e s

R e q u e s t e d  c h a n g e  i s  c o n s e r v a t i v e  

a n d  m a i n t a i n s  t h e  l e g a l  l i s t  a p p r o a c h

A l l o w s  y o u r  F u n d  m a n a g e r s  t o  a d d  

i n c r e m e n t a l  v a l u e

I m p r o v e s  t o t a l  p o r t f o l i o  r i s k  

m a n a g e m e n t

A! A SK A 'S
I’l KM-VS I N )

F U N D
ALASKA'S
F U T U R E



A s s e t  c l a s s  p e r f o r m a n c e

C o n s i d e r  t h e  g r o w t h  o f  $ 1 . 0 0  i n v e s t e d  i n  

v a r i o u s  U . S .  a s s e t  c l a s s e s  f r o m  D e c .  3 1 , 1 9 2 5  

t o  D e c .  3 1 , 1 9 9 5 :

4  I n f l a t i o n  $  9

4  T r e a s u r y  b i l l s  1 3

4  T r e a s u r y  b o n d s  3 4

4  L a r g e  c o m p a n y  s t o c k s  1 , 1 1 4

4  S m a l l  c o m p a n y  s t o c k s  3 , 8 2 2



'malf Company SJopks

-LaroeiC om flw Stocks.

l o ^ g  JorihJfcifcdm le torids]

LdriQ Term Government Bonds i

C u m u l a t i v e  G r o w t h  o f  I n v e s t m e n t s  i n  

U . S .  S t o c k s ,  B o n d s  a n d  T r e a s u r y  B i l l s

Indexed Returns (Log scale) 1 9 2 6 - 1 9 9 5

$3.822

TzB llsL_

JnffeUoo



A P F C  p e r f o r m a n c e

L o n g - t e r m  t o t a l  r e t u r n s
15 years ended December 31,1998

2 0
Percent

15

1 0

12.16

17.69

T o t a l  F u n d  F i x e d  I n c o m e U . S .  S t o c k s  N o n - U . S .  S t o c k s  R e a l  E s t a t e  

* L a s t  5  Y e a r s



O p p o r t u n i t y  C o s t :  1 9 9 7 - 1 9 9 8

A P F C  A c t u a l  R a t e s  o f  R e t u r n

F i x e d  I n c o m e  U . S .  S t o c k s

1997 9 .52%

1998 9.90

31.00%

23.62

D i f f e r e n c e

21.48%

13.72

1 0 %  o f  F u n d

1997 $2.07 billion

1998 $2.36 billion

R e t u r n s  I n c r e a s e d  I n c o m e

21,48% $324 million

13.72% $444 million

T o t a l :  $ 7 7 0  m i l l i o n

A L A S K A 'S
I’I K.M VVf N1

FUND
ALASKA'S
F U T U R E



K e y  a s s u m p t i o n s te

I n c r e a s e d  v o l a t i l i t y  i n  c a p i t a l  m a r k e t s

Expected Return Expected Risk
Asset Class Index 1998 1999 Change 1998 1999 Change
.Equities
Large Cap S&P 500 9.10 9.00 -0.10 13.30 15.00 1.70
Small Cap CAI Small 10.10 11.20 1.10 19.10 25.30 6.20
International MSC1 EAFE 9.60 10.00 0.40 18.50 21.50 3.00

Fixed Income
Domestic. LB Agg 6.60 5.60 -LOO 5.50 5.30 -0.20
International SB Non-US 6.55 5.60 -0.95 11.20 11.00 -0.20

Other
Real Estate CRES 8.25 8.00 -0.25 14.50 16.50 2.00
Alternatives Veco 100 12.30 12.30 0.00 35.00 36.00 1.00
Cash Equiv. 90-day T-bill 4.80 4.40 -0.40 1.00 0.70 -0.30

Inflation CPI-U 3.40 3.00 -0.40 0.95 1.75 0.80

!Al ASKA’S
i* i i i m w i  n  r

PUND
ALASKA'S]
FUTURE



R i s k  D i m i n i s h e s  O v e r  T i m e

150% 

100% 

60S 

0%

-50%

Range of Expected Returns Rtnge of Expected Returns
High: 150%

O n e  Y e a r

Low: ■eo%— ,---------------- | 1---------
T-Bills Oovt Bonds Corp Bonds SAP 500 Smell Stocks

150%

100 % - -

50%

-50%
i  1------------------ 1------------------ p

T-Bills Oovt Bonds Corp Bonds SAP 500 Smell Stocks

Renge of Expected Returns

150 % - -

100 % -

50 % -

-50% -
I ------------------ 1------------- ----- r------------------r

T-BUIa Govt Bonds Corp Bonds SAP 500 Small Stocks



P e r c e n t  O f  M a r k e t  V a l u e  d i s t r i b u t i o n  o f  i n c o m e

A n o t h e r  w a y  t o  m a n a g e  r i s k  is a  P O M V  

d i s t r i b u t i o n  o f  i n c o m e :

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

s t a b i l i t y  in a n n u a l  d i s t r i b u t i o n s

• D i s c o n n e c t s  i n v e s t m e n t  d e c i s i o n s  f r o m  

s h o r t - t e r m  s p e n d i n g  c o n s i d e r a t i o n s

• S p e n d i n g  p r o v i s i o n  b e c o m e s  p a r t  o f  

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

t h a n  t a c t i c a l  r e s p o n s e  t o  m a r k e t  

c y c l e s

A ! A S K A 'SPI K.V1 W 'f N i
PUND
ALASKA'S
F U T U R E



K e y  a s s u m p t i o n s

P r o j e c t e d  P F  R e a l i z e d  a n d  T o t a l  R a t e s  o f  R e t u r n  

B a s e d  o n  t h e  F u n d ' s  1 9 9 8  A s s e t  A l l o c a t i o n  a n d  

t h e  1 9 9 9  C a l l a n  C a p i t a l  M a r k e t  A s s u m p t i o n s

ASSET

CLASS

CAPITAL MARKET 

-A SSU M P T IO N S -

PERMANENT F U N D - ■'Jh
:  • ' *■ ; ,       *'

f; ASSET ^  PROJECTED i J  PROJECTED l l f

INCOME RETURN EXPECTED GROWTH TOTAL RETURN ALLOCATION # . REALIZED RETURN 1 TOTAL RETURN?^t .

Domestic Equities:
Passively Managed 1.80%
Actively Managed 1.80%
Sub-Total

International Equities:
Passively Managed 1.50%
Actively Managed 1.50%
Sub-Total

Bonds:
Domestic 5.60%
International 5.60%
Sub-Total

Real Estate: 6.50%

7.60%
7.60%

8.50%
8.50%

0 .0 0 %
0 .0 0 %

1.50%

9.40%
9.40%

1 0 .0 0 %
1 0 .0 0 %

5.60%
5.60%

8 .0 0 %

14.62% 1.10%
19.38% J  1.82%

1.37%
1.82%

NOTE: Permanent Fund projected realized returns assume that, overa five-year period, active managers will 
realize I00%ofthc hcomc return and I00%ofthc expected growth (capitalgains)and that passive managers and 
rcalcstate wil realize I00%ofthc rcomc return and 75%ofthc expected growth. Pennancnt Fund total returns 
assume afl managers wiD realize 100%of income return and 100%of die expected growth. Capital market 
assumptions arc proviJcd by Callan Associates, Inc.

34.00% 2.92% 3.20%

4.90% 0.39% 0.49%
9.10% 0.91% 0.91%

14.00% 1.30% 1.40%

40.00% 2.24% 2.24%
2.00% 0.11% 0.11%

42.00% 2.35% 2,35%
10.00% 0.76% / 0.80% >

7.33% ( ^'7.75%
Minus 3.0U% Inflation = Heall ^ te s  of H e tu n ^

4.33% 4.75%



K e y  a s s u m p t i o n s

P r o j e c t e d  P F  R e a l i z e d  a n d  T o t a l  R a t e s  o f  R e t u r n  

B a s e d  o n  t h e  F u n d ' s  1 9 9 8  A s s e t  A l l o c a t i o n  a n d  

t h e  1 9 9 9  C a l l a n  C a p i t a l  M a r k e t  A s s u m p t i o n s

ASSET

CLASS

CAPITAL MARKET 

-  ASSUMPTIONS -

INCOME RETURN EXPECTED GROWTH TOTAL RETURN

. 1 ASSET 

ALLOCATION

• PERMANENT FUND■ 

1 'i PROJECTED

D o m e s t i c  E q u i t i e s :  
P a s s i v e l y  M a n a g e d  
A c t i v e l y  M a n a g e d  

S u b - T o t a l

P R O J E C T E D ^  

REALIZED RETURN 1 TOTAL RETURN' #

I n t e r n a t io n a l  E q u i t i e s :  
P a s s i v e l y  M a n a g e d  
A c t i v e l y  M a n a g e d  

S u b - T o t a l

B o n d s :
D o m e s t i c
I n t e r n a t io n a l

S u b - T o t a l

R e a l  E s t a t e :

1 .80 %
1.80 %

1.5 0 %
1.50 %

5.60%
5.60%

6.50%

7.60%
7.60%

8.50 %
8.50 %

0 .0 0 %
0 .0 0 %

1 .5 0 %

9.40%
9.40%

1 0 .0 0 %
1 0 .0 0 %

5.60%
5.60%

8 .0 0 %

16 .7 7 %
22 .23%

1.26?/..
2.09%

1.5 8 %
2.09%

NOTE: Permanent Fund projected realized returns assume that, ovcra five-year period, active managers wiD 
realize I00%ofthc iicomc return and I00%ofthe expected growth (capitaI gaits) and thatpassive managers and 
rcalestatc will realize I00%ofthc rcome return and 75%ofthe expected growth. Pcmnncnt Fund total returns 
assume aDnunagers wiD realize I00%of income return and !00%of the expected growth. Capital market 
assurpptions are provided by Callan Associates, Inc.

39.00% 3.35% 3 .5 7%

4.90% 0.39% 0.49%
9 .10 % 0 .9 1% 0 .9 1%

14 .00% 1.30 % 1.40 %

40.00% 2.24% 2.24%
2.00% 0 .1 1% 0 .1 1%

37.00% 2.35% 2 .35%

10.00% 0.76% f  0.80% ^

7.76% ? ^ 8 .2 2 %

M inus 3.00% inflation = K ea l\a tes  of H e tu ri^

4.76% 5.22%



K e y  a s s u m p t i o n s

P r o j e c t e d  P F  R e a l i z e d  a n d  T o t a l  R a t e s  o f  R e t u r n  

B a s e d  o n  t h e  F u n d ' s  1 9 9 8  A s s e t  A l l o c a t i o n  a n d  

t h e  1 9 9 9  C a l l a n  C a p i t a l  M a r k e t  A s s u m p t i o n s

ASSET

CLASS

CAPITAL MARKET 

-A SSU M P T IO N S -

INCOME RETURN EXPECTED GROWTH TOTAL RETURN

ASSET- - 

ALLOCATION

PERMANENT FUND' 

PROJECTED

I E

PROJECTED

REALIZED RETURN TOTAL R E T U R N W

D o m e s t i c  E q u i t i e s :  
P a s s i v e l y  M a n a g e d  
A c t iv e ly  M a n a g e d  

S u b - T o t a l

I n t e r n a t io n a l  E q u i t i e s :  
P a s s i v e l y  M a n a g e d  
A c t iv e ly  M a n a g e d  

S u b - T o t a l

B o n d s :

1.80 %
1.80 %

7.60%
7.60%

9.40%
9.40%

18 .9 2 %
25.08%

1.4 2 %
2.36%

1 .7 8 %
2 .36 %

D o m e s t i c
I n t e r n a t io n a l

S u b - T o t a l

R e a l  E s t a t e :

44.00% 3 .78% 4 .14 %

1.50 % 8.50 % 10.00% 4.90% 0.39% 0.49%
1.50 % 8.50% 10.00% 9 .10 % 0 .9 1% 0 .9 1%

14 .00% 1.30 % 1.4 0 %

5.60% 0.00% 5.60% 40.00% 2.24% 2 .24%
5.60% 0.00% 5.60% 2.00% 0 .1 1% 0 .1 1%

6.50% 1.5 0 % 8 .0 0 %

32.00%

1 0 .0 0 %

2 .35%

0.76%

2 .35%

NOTE: Permanent Fund projected realized returns assume that, overa five-year period, active managers will 
realize I00%ofthe income return and I00%ofthe expected growth (capitalgains)and that passive rranagcis and 
realcstate will realize I00%oflhc iicome return and 75%ofthc expected growth. Peimancnt Fund total returns 
assume aDmunagcrs will realize 100%ofiicomc return and I00%ofthe expected growth. Gipital market 
assumptions are provided by Calhn Associates, Inc.

8 .19 %

Minus 3.0(J% In lla lion  = Heal

5.19% 5.69%



K e y  a s s u m p t i o n s

jFund Value

r n X £ n o jj^ n m p  is statutory n et in com e plus the net c h a n g e  in u n realized  g a in s  an d  se ttlem en t earn ings. 

Per D epartm ent of R e v e n u e 's  January update of the Fall 1 9 9 8  R e v e n u e  F o reca st.

E arnings reserv e  appropiated  to principal. S T A T U S  Q U O  WITH 7.75%

G A S ia a i is ^ D m e  is statutory n et in co m e plus the n et c h a n g e  in u n realized  g a in s  an d  se ttlem en t earn in gs. 

P er D epartm ent of R e v e n u e 's  January u p d ate  o f the Fall 19 9 8  R e v e n u e  F o reca st.

Earnirjnc^rgsen/e appropiated  to principal. S T A T U S  Q UO  WITH 8.22%

G A S th w H T leom e is statutory n et in co m e plus th e  net c h a n g e  in unrealized  g a in s  an d  se ttlem en t earn in gs. 

Per D epartm ent o f R e v e n u e 's  January u p d ate  of the Fall 19 9 8  R e v e n u e  F orecast.

E arnings reserv e  approp iated  to principal. S T A T U S  Q U O  WITH 8 .69%

13

A t A SKA 'S
I'I ll.M 'W f N I

ALASKA'S!
F U T U R E



K e y  a s s u m p t i o n s

D a i l y  U n a u d i t e d  P o s i t i o n

a s  o f  A p r i l 1 3 ,  1 9 9 9

F ix e d  I n c o m e $ 1 0 ,7 5 2 , 9 0 0 ,0 0 0 4 1 %

U .S .  E q u it ie s $ 9 ,7 2 7 , 8 0 0 ,0 0 0 3 7 %

N o n - U .S .  E q u it ie s $ 3 ,5 6 0 , 7 0 0 ,0 0 0 1 4 %

R e a l  E s t a t e $ 2 ,0 3 5 , 1 0 0 ,0 0 0 8 %

A la s k a n  C D s $ 1 9 0 ,0 0 0 , 0 0 0 1 %

T O T A L $ 2 6 ,2 6 6 , 5 0 0 ,0 0 0 1 0 0 %

%  • - . '  • .A 1 i 1 IS t '!•

_

A I AS KA  S I’l KM-WIN ?
FUND

14 source: www.apic.org A L A S K A 'S
FUTURE

http://www.apic.org


Hbt56.il;

FISCAL NOTE
STATE OF A LA SKA
1999 LEG IS LA T IV E  SESSION

Revision Date/Time (Note if correction)_____________
Title An Act relating to investments by tiin Alnskn RRU

Dept. Affecte Revenue

B IL L NO. HB 156

Rovonuo Operations

Sponsor
Requester

Permanent Fund Corporation

House State Affairs Committee

Expenditures/Revenues

Component Alaska Permanent Fund Corporation

Component Serial No. _________

(Thousands of Dollars)_____________________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services
Travel
Contractual 1,577.3 3,087.9 3,217.2 3,365.7 3,527.5 3,695.2
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 1,577.3 3,087.9 3,217.2 3,365.7 3,527.5 3,695.2

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) 49,067.5 51,016.9 53,154.4 55,607.3 5B,280.6 61,050.8 |
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other Corporate Reoeipts 1,577.3 3,087.9 3,217.2 3,365.7 3,527.5 3,695.2

TOTAL 1,577.3 3,087.9 3,217.2 3,365.7 3,527.5 3,695.2

Estimate of current year (FY99) cost: 0.0
POSITIONS
Full-time J
Part-time
Temporary

ANALYSIS: This fiscal note assumes an increase in costs and revenues associated with a 5%
increase in public equity investments. It is likely over the 5 year period of this fiscal note that the 
APFC will use this increased investment flexibility in other asset types as well, e.g., real estate, 
fixed-income, and alternative investments such as private equity. The new investments would be 
entered into in order to add incremental value to a very large asset base. Investments with the 
potential to add significant value may require significant increased costs. All new investments will 
be reviewed by the Board of Trustees prior to implementation a id  presented to the APFC's oversight 
committee, the Legislative Budget & Audit Committee, for review and comment.

Prepared by 
Division 
Approved by 
Commission! 
Agency

Peter A. Bushre,
Alasxa Permanent Fund Corporation

Phone 465-2301 
Date/Time

Date

- <114199

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information, call the Governor's Legislative Office
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A l a s k a  P e r m a n e n t  F u n d

$ 2 5

The m arket value 
o f the Permanent 
Fund was $25.3 
b illio n  on 
January 1,1999.
• W h a t  did it 

consist of?

$ 2 0

$ 1 5

$ 1 0

$ 5

$ 0

f — —---------------— J ---- —--------------- -1 □ Income$ 6 . 7  I D Princil>a|

r ~

$ 1 8 . 6  r

|
T o ta l F u n d  as o f  1/1/99



\ ]  a s  k  a  P e r m a n e n t  F u n d  P r i n c i p a l

T h e  A l a s k a  P e r m a n e n t

F u n d  p r i n c i p a l  i s  p r o t e c t e d  $ 2 0

b y  t h e  A l a s k a  C o n s t i t u t i o n .

T h e  L e g i s l a t u r e  m a y  n o t  

s p e n d  i t .

T h e  p r i n c i p a l  c o n s i s t s  o f :

$ 1 5

$10

1. Dedicated m ineral royalties;
2. Money the Legislature has 

appropriated  to inflation-proof $5  
the principal; and

3. O ther money the Legislature has 
appropriated  into the principal. jjjQ

□  Dedicated Mineral Royalties

□  Appropriated Inflation-Proofing 

■  Other Appropriations

P r in c ip a l  T o ta l  $ 1 8 .6  B il l io n
(a s o f  1 / 1 /9 9 )



P e r m a n e n t  F u n d  I n c o m e  □ Realized Income
□ Unrealized Income

A l l  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 ’ s  i n v e s t m e n t s  i s  r e t a i n e d  b y  

t h e  F u n d  u n t i l  a p p r o p r i a t e d  b y  t h e  

L e g i s l a t u r e .

“ R e a l i z e d  I n c o m e , ”  w h i c h  i n c l u d e s  

i n t e r e s t ,  d i v i d e n d s  a n d  p r o f i t s  

r e s u l t i n g  f r o m  t h e  s a l e  o f  a s s e t s ,  i s  

u s e d  t o  c a l c u l a t e  t h e  a n n u a l  

P e r m a n e n t  F u n d  D i v i d e n d .

“ U n r e a l i z e d  I n c o m e ”  i s  t h e  m a r k e t  

v a l u e  o v e r  t h e  p u r c h a s e  p r i c e  o f  t h e  

a s s e t s  c u r r e n t l y  h e l d  b y  t h e  f u n d  

w h i c h  b e c o m e  r e a l i z e d  i n c o m e  o n l y  

w h e n  t h e  a s s e t  i s  s o l d .

$6

$4

$2

$0

T o t a l  I n c o m e  $ 6 . 7  b i l l i o n

(as of 1/1/99)



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

□  R e a l i z e d  G a i n s  i n v e s t e d  t o g e t h e r  i n  a l l  a s s e t  c l a s s e s  ■  R e a i E s t a t e  1 0 %

O  U n r e a l i z e d  G a i n s  

□  P r i n c i p a l

$25

$ 2 0

$15

$ 1 0

$5

$0

$ 2 . 8

$ 3 . 9

$ 1 8 . 6

$25

$ 2 0

$15

$ 1 0

$5

$ 0

0  Bonds 42%  
□ Stocks 48%

T o t a l  f u n d  1 / 1 / 9 9  =  $ 2 5 . 3  b i l l i o n



A n n u a l  P e r m a n e n t  F u n d  D i v i d e n d

H o w  i s  i t  c a l c u l a t e d ?

Y o u  a d d  t h e  r e a l i z e d  

i n c o m e  f o r  t h e  l a s t  f i v e  

y e a r s .

T a k e  1 0 . 5 %  o f  t h a t  t o t a l .

T h a t  a m o u n t  o f  m o n e y  

( w i t h  s o m e  s m a l l  

a d j u s t m e n t s )  i s  d i v i d e d  

b y  t h e  e l i g i b l e  

a p p l i c a n t s .

R e a l i z e d  I n c o m e

F Y 9 4 $ 1 , 0 8 8 . 7 4  m i l l i o n

F Y 9 5 $ 1 , 0 0 1 . 8 0  m i l l i o n

F Y 9 6 $ 1 , 7 9 0 . 6 0  m i l l i o n

F Y 9 7 $ 2 , 0 3 5 . 4 3  m i l l i o n

F Y 9 8 $ 2 , 6 1 9 . 1 6  m i l l i o n

$ 8 , 5 3 5 . 7 3  m i l l i o n

m u ltip ly  by 0 . 1 0 5  =  $ 8 9 6 . 2 5  m i l l i o n
t h e n  d i v i d e  b y  e l i g i b l e  a p p l i c a n t s  =  

1 9 9 8  d i v i d e n d  p e r  p e r s o n  =  $ 1 , 5 4 0 . 8 8

Fact: Since inception, the AK Perm anent Fund Dividend Program  has paid 
out $14,777.55 in total to applicants who were eligible for every year the

program  has existed.



I n f l a t i o n - P r o o f i n g

H o w  i s  i n f l a t i o n - p r o o f i n g  d o n e ?

•  D e t e r m i n e  t h e  %  c h a n g e  i n  

t h e  C P I  o v e r  t h e  l a s t  c a l e n d a r  

y e a r .

•  M u l t i p l y  t h a t  r a t e  t i m e s  t h e  

p r i n c i p a l  v a l u e  o f  t h e  f u n d  a t  

t h e  n e x t  J u n e  3 0 .

•  T r a n s f e r  t h i s  a m o u n t  f r o m  

e a r n i n g s  r e s e r v e  t o  p r i n c i p a l  

v i a  a n  a c c o u n t i n g  e n t r y .

•  A s s e t s  d o  n o t  r e a l l y  m o v e .

•  1 . 5 4 %  =  c h a n g e  i n  C P I  

f o r  c a l e n d a r  y e a r  1 9 9 8 ;

*  P r i n c i p a l  a t  J u n e  3 0  i s  

a p p r o x i m a t e l y  $ 1 8 . 6  

b i l l i o n ;

•  F u n d  p r i n c i p a l  v a l u e  o f  

$ 1 8 . 6  b i l l i o n  x  0 . 0 1 5 4  C P I  =  

$ 2 8 6  m i l l i o n ;

*  $ 2 8 6  m i l l i o n  i s  

a p p r o p r i a t e d  t o  t h e  

p r i n c i p a l  b y  a n  a c c o u n t i n g  

t r a n s f e r  f r o m  e a r n i n g s  

r e s e r v e .





A l a s k a ’ s  P u b l i c  F i n a n c e s



A l a s k a ’ s  P u b l i c  F i n a n c e s

G e n e r a l  F u n d  R e v e n u e  
N o w  a n d  T h e n

($  m i ll io n s )

Oil R e v e n u e  

N o n -O i l  C o r p o r a t e  I n c o m e  T a x  

S a l e s / U s e  T a x e s  

O t h e r  N a t u r a l  R e s o u r c e  T a x e s  

L i c e n s e s ,  P e r m i t s ,  U s e r  F e e s  

E a r n i n g s ,  O t h e r  R e v e n u e

- vv>* V' t* - 73 %

3%

5%

3%

8%

8%

0 % 15%

Oil R e v e n u e  

N o n -O i l  C o r p o r a t e  I n c o m e T a x  

S a l e s / U s e  T a x e s  

O t h e r  N a t u r a l  R e s o u r c e  T a x e s  

L i c e n s e s ,  P e r m i t s ,  U s e r  F e e s  

E a r n i n g s ,  O t h e r  R e v e n u e  

I n d iv i d u a l  I n c o m e  T a x

4%

9%

1%

1 3%

1 9 9

T o t e
8  R e v e  
I s  $ 1 , 8

n u e
2 7 . 1

30% 45% 60% 75%

27%

2 0 %

2 6

1 9 7 5  R e v e n u e  
T o t a l :  $ 3 ^ 0 . 8

%

0% 15% 30% 45% 60% 75%,



o f  T o t a l  G e n e r a l  F u n d  R e v e n u e

E l  N o n - O i l  R e v e n u e  
E l  O i l  R e v e n u e

1 0 0 %

8 0 %

6 0 %

4 0 %

2 0 %

1975 1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 1997
1976 1978 1 9 8 0  1982 1984  1986  1988  1990 1992 1994  1 9 9 6  1998

0 %
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A l a s k a ' s  P u b l i c  F i n a n c e s

1 . 0

: V 1 i /!;.:.:

1 9 8 6  1 9 8 8  1 9 9 0  1 9 9 1  1 9 9 4  1 9 9 6  1 9 9 8  2 0 0 0  2 0 0 2 : ' ; " ' - i-'
1 9 8 7  1 9 8 9  1 9 9 1  1 9 9 3  1 9 9 5  1 9 9 7  1 9 9 9  2 0 0 1  2 0 0 3

A c t u a l

P ro jec ted



D
o
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a

r
s

1 0

1 9 8 6  1 9 8 8  1 9 ° 0  1 9 9 2  1 9 9 4  1 9 9 6  1 9 9 8  2 0 0 0  2 0 0 2

1 9 8 7  1 9 8 9  1 9 9 1  1 9 9 3  1 9 9 5  1 9 9 7  1 9 9 9  2 0 0 1  2 0 0 3

A l a s k a ' s  P u b l i c  F i n a n c e s

A l a s k a  N o r t h  S l o p e  D e s t i n a t i o n  P r i c e
( $  p e r  b a r r e l )

A c t u a l

P ro jected



••“S' A l a s k a ' s  P u b l i c ^ E i n a i i c e s

* ’*1“ •
>

1  O i l  R e v e n u e 1 9 9 8 1 9 9 9

1  P r o p e r t y  T a x $ 5 1 . 2 $ 4 9 . 2

1  C o r p o r a t e  I n c o m e  T a x 2 0 0 . 1 1 2 0 . 0

1  S e v e r a n c e  T a x 5 7 7 . 8 3 3 7 . 4

1  R o y a l t i e s 4 8 0 . 4 2 9 5 . 5

|  B o n u s e s  a n d  R e n t a l s 2 3 . 0 3 3 . 7

I  T o t a l  O i l  R e v e n u e $ 1 , 3 3 2 . 6 $ 8 3 5 . 8

|  N o n - O i l  R e v e n u e 1 9 9 8 1 9 9 9  1

1  S a l e s / U s e  T a x e s $ 9 8 . 9 $ 9 3 . 1  I

|  C o r p o r a t e  I n c o m e  T a x 5 3 . 4 5 5 . 0  I

|  N a t u r a l  R e s o u r c e s  T a x 4 3 . 8 4 5 . 9  1
|  E s t a t e  T a x 5 . 5 1 . 7  I

|  C h a r i t a b l e  G a m i n g  T a x 2 . 1
1 , 9  1

|  N o n - T a x  R e v e n u e 2 9 0 . 9 2 6 1 . 6  |

|  T o t a l  N o n - O i l $ 4 9 4 . 5 $ 4 5 9 . 2  |

|  T o t a l  G F  R e v e n u e $ 1 , 8 2 7 . 1 $ 1 , 2 9 5 . 0  |
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A l a s k a ' s  P u b l i c  F i n a n c e s

$ 3 , 5 0 0

$ 3 , 0 0 0

$ 2 , 5 0 0

$ 2 , 0 0 0

$ 1 , 5 0 0

$ 1 , 0 0 0

$ 5 0 0

$ 0

( $  m i l l i o n s )

F Y 8 8  F Y 9 0  F Y 9 2  F Y 9 4  F Y 9 6  F Y 9 8  

F Y 8 9  F Y 9 1  F Y 9 3  F Y 9 5  F Y 9 7  F Y 9 9

J



C B R F  S e t t l e m e n t i C o n t r i b u t i o n s
( $  m i l l i o n s )

P r o d u c t i o n  T a x $ 2 , 1 0 5

C o r p o r a t e  I n c o m e  T a x

( A S  4 3 . 2 0 )
1 , 1 6 2

C o r p o r a t e  I n c o m e  T a x  

( A S  4 3 . 2 1 )
8 4 3

R o y a l t i e s 8 2 0

P r o p e r t y  T a x 1

T o t a l : $ 4 , 9 3 1



- t K t A l a s k a ' s  P u b l i c B i n a n c e s -
ri C o n s t i t u t i o n a l  B u d g e t  R e s e r v e  F u n d-- O p i a t e  o f t f e s i ' 9 6 s : 

($  m i l l io n s )

; '. '.• ■ *r'*
"••> "*•v «.'■. vl;,;/ .' .. »' 'j. - ■- | : - •

: )> \{Settiement ; 
.G on tribu tions

t 'u r\• r»,5 • > T ' • i'*5t ) , * .* v<tli *•
jrg-.i - r i ~ ?

Investm ent 
:hfv. Incom e

'■ . *V * ' f y  . ■ .'l If. . rl. -h’s/j •••’i..-V -•  . • . - ■  •v N e t l^ a i i s  
g ito  G ene ra l
t£fe#vFund

B a lan ce - 
A v a ila b le ; 

to  L oan  GF
a t • '•'& 

Y ea r-E nd

FY91
- % i#%r * ■•.. •' • ̂ * • t • \ !-V;- $6i?-‘ -!• |i; • .4 . •*V«: y : _ ;  $ 2 9 7 .

1 9 ^
t * * •

5 6 3FY 92

FY93 9 1 4 v < 8 4 9 > 6 8 5

FY 94 . . 4 3 7 6 1
‘i*»*1 .. • .

• < 5 6 9 > 6 1 4

FY95 1 ,5 4 3 1 2 2 < 2 8 5 > 1 , 9 9 4

FY 96 V - 5 8 6
’ *' ' , 
H I < 1 7 3  > 2 , 5 1 8

FY97 5 7 0 1 6 7\ J < 8 3 > 3 ,1 7 2

FY 98 3 4 3 3 6 9 < 3 2 5 > 3 , 5 5 9

FY 99
(P r o j ) 1 0 6 2 2 0 < 1 ,1 0 4 > 2 , 7 8 0

FYOO
(P r o j ) 1 0 6 1 3 0 < 1 , 0 8 0 > 1 , 9 4 0

FYO l
(P r o j ) i 0 6 8 8 < 8 6 5 > 1 , 2 6 9

FY 02
(P r o j ) 1 0 6 5 0 < 8 8 8 > 5 3 6

FY 03
(P r o j ) 1 0 6 8 < 8 9 9 > < 2 4 8 >

Tota l: $ 5 , 4 6 1 $ 1 , 4 0 8 < $ 7 ,1 2 0_____________________ >



A l a s k a ' s  P u b l i c  F i n a n c e s
! ,• . ’if ; : . ‘ji: i

C o n s t i t u t i o n a l  B u d g e t  R e s e r v e  E x h a u s t e d :
M o n t h / Y e a r  1 '

O p e r a t i n g  
B u d g e t  
A n n u a l  
C h a n g e

A v e r a g e  A N S  D e s t i n a t i o n  P r i c e
$ / b a r r e l

Vi ' :: I 1. ‘ i
l.

,}!j ' ’ • I

I f

$ 1 0 . 5 0  $ 1 1 . 5 0  $ 1 2 . 5 0  $ 1 3 . 5 0  $ 1 4 . 5 0
F o r e c a s • I in'L1:-:!'}!

$ 1 5 . 5 0  $ 1 6 . 5 0 : !

+ 2 . 0 % D e c - 0 1 F e b - 0 2 A p r - 0 2 J u l - 0 2 O c t - 0 2 S e p - 0 2 J a n - 0 3
. .:•**; V.: \ . Il'l:, il

J u n - 0 3

+ 1 . 5 % D e c - 0 1 F e b - 0 2 M a y - 0 2 A u g - 0 2 N o v - 0 2 O c t - 0 2 M a r - 0 3 J u l - 0 3

+ 1 . 0 % J a n - 0 2 M a r - 0 2 J u n - 0 2 S e p - 0 2 D e c - 0 2 N o v - 0 2 A p r - 0 3 A u g - 0 3

+ 0 . 5 % J a n - 0 2 A p r - 0 2 J u n - 0 2 S e p - 0 2 J a n - 0 3 J a n - 0 3 M a y - 0 3 O c t - 0 3
•V" -::m 1

0 . 0 % F e b - 0 2 A p r - 0 2 J u l - 0 2 O c t - 0 2 F e b - 0 3 F e b - 0 3 J u n - 0 3 N o v - 0 3

- 0 . 5 % F e b - 0 2 M a y - 0 2 A u g - 0 2 N o v - 0 2 M a r - 0 3 M a r - 0 3

P

A u g - 0 3 J a n - 0 4  1
• PJ

- 1 . 0 % M a r - 0 2 M a y - 0 2 S e p - 0 2 D e c - 0 2 A p r - 0 3 A p r - 0 3 S e p - 0 3

• i > * ■

M a r - 0 4

M a j .  P l a n A p r - 0 2 J u n - 0 2
1

O c t - 0 2 J a n - 0 3 M a y - 0 3 J u n - 0 3 N o v - 0 3 M a y - 0 4



A l a s k a ’s  P u b l i c  F i n a n c e s
■ ' ' f i l s  

. .
. i-t

‘M• < • ■"!.< . -j-’i ijjii

■  B a l a n c e  t h e  b u d g e t  o n  a  s u s t a i n a b l e  b a s i s .  y  |

• ; 1 • Vi’*.

■  B u d g e t  r e d u c t i o n s  m u s t  b e  r e s p o n s i b l e .

■  M a i n t a i n  a  h e a l t h y  P e r m a n e n t  F u n d  d i v i d e n d .  ■ I  | f e

■  G r o w  t h e  s t a t e ' s  s a v i n g s  a c c o u n t s .  '

■  A n y  n e w  t a x  s h o u l d  b e  f a i r  a n d  b r o a d - b a s e d .

■  N o  c h a n g e  t o  t h e  P e r m a n e n t  F u n d  o r  t h e
i"-1'

d i v i d e n d  p r o g r a m  w i t h o u t  a  v o t e  o f  t h e  p e o p l e .



A l a s k a ’s  P u b l i c  F i n a n c e s  
F Y  1 9 9 9  G e n e r a l  F u n d  O p e r a t i n g  B u d g e t

( $  m i l l i o n s )

■v'-i’i-'V1
V!

j i s l

G r a n t s  t o  N o n - P r o f i t s  a n d  

I n d e p e n d e n t  A g e n c i e s

$ 1 1 0 . 6

• * - •. ' •  •;* V.” ‘ ■ • •/>■«.•' •/,t « V * 5 R : V .. •
. A s s i s t  I n d i v i d u a l s l l l l f i l

v  * ■ ■■ s ' v'■‘v • y
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M M k a f d  P u l i l i ^ ^

O i l  R e v e n u e  v s .  P e r m a n e n t  F u n d  I n c o m e

3 . 5  «-

3 . 0

2 . 5

2 . 0

1 . 5

1 . □

. 5

1 9 7 8 1 9 9 8 2D2D
ACTUAL PR O JE C T E D

• f ig u r e s  a r e  n o t  a d j u s t e d  for inflation



rv ; -J-'-Jc-i A l a s k a ’ s P u b l i c F i n a n c e s

T a x  R e v e n u e s  

C o m p a r i s o n  w i t h  O t h e r  S t a t e s

T A X  T Y P E

P r o p e r t y

S a l e s  

E x c i s e  

I n d i v i d u a l  I n c o m e  

C o r p o r a t e  

O t h e r  

O i l  a n d  G a s

0 % 1 0 % 2 0 % 3 0 % 4 0 % 5 0 % 6 0 %

T A X  T Y P E

P r o p e r t y

S a l e s  

E x c i s e  

I n d i v i d u a l  I n c o m e  

C o r p o r a t e  

O t h e r

0% 10% 20% 30% 40% 50% 60%



1 ®  1  j A l a s k a * $ ? P i i l > l i c  F i n a n c e s  v ?  

C o m p a r i s o n  w i t h  O t h e r  S t a t e s

G e n e r a l  S a l e s  T a x

I n d i v i d u a l  i n c o m e  T a x

C o r p o r a t e  I n c o m e  T a x

F e d e r a l  A i d

E x c i s e  a n d  O t h e r  T a x e s

N o n - T a x  R e v e n u e

A l a s k a  F Y  1 9 9 8  R e v e n u e

0 % 1 0 % 2 0 % 3 0 % 4 0 %

G e n e r a l  S a l e s  T a x

I n d i v i d u a l  I n c o m e  T a x  

C o r p o r a t e  I n c o m e  T a x

F e d e r a l  A i d

E x c i s e  a n d  O t h e r  T a x e s

N o n - T a x  R e v e n u e

o % 10% 20% 30% 40%



S a l e s  a n d  P e r s o n a l  I n c o m e  T a x e s

►  S t a t e s  w i t l i  n o  s t a t e  s a l e s  t a x :
1 .  A l a s k a
2 .  D e l a w a r e
3 .  M o n t a n a
4 .  N e w  H a m p s h i r e
5 .  O r e g o n

►  S t a t e s  w i t h  n o  i n d i v i d u a l  i n c o m e  t a x
1 .  A l a s k a
2 .  F l o r i d a
3 .  N e v a d a
4 .  S o u t h  D a k o t a
5 .  T e x a s
6 .  W a s h i n g t o n
7 .  W y o m i n g

►  A l a s k a  i s  t h e  o n l y  s t a t e  w i t h  n e i t h e r  t a x

• •



A l a s k a ' s P u b l i c F i n a n e e s  

S t a t e s  w i t h  N o  S a l e s  o r  P e r s o n a l  I n c o m e  T a x



A l a s k a ’ s  P u b l i c F i n a n c e s

P e r  C a p i t a  C o m p a r i s o n  

o f  I n d i v i d u a l  I n c o m e  T a x  C o l l e c t i o n s

Massachusetts 
Minnesota 

Oregon 
New York 
Delaware 

Wisconsin 
Connecticut 

Hawaii 
Maryland 

North Carolina 
California 

Virginia — 
Colorado — 
Michigan 

Rhode Island — 
Indiana — 
Georgia — 

Maine 
Iowa 

New Jersey 
Idaho 

Kansas 
•Alaska 

Nebraska 
Kentucky 
Missouri 

Ohio 
Vermont 

Utah 
Illinois 

South Carolina 
Oklahoma 
Arkansas 
Montana 

Pennsylvania — 
West Virginia — 

New Mexico 
Alabama 
Arizona 

Louisiana 
Mississippi 

North Dakota 
New Hampshire 

Tennessee

= :

($  m illio n s )
$1.0201

$1,174

' .1 * . ' ’ * . $9681
. -

< -• $8781

$823!
$ 740]
'm m

~$72ll
$7021

:$S 58]
$6551

~$5481

m m
$ 6 2 1 1

1*503]

- m m
A la s k a  $ 571

3 5 6 2 ]
$5491

_$52S
$5141

~$512l
IEEE!
$4941

3 4 6 4 ]
m m
'm m

$3911
$3661

'm m

524

$ 0  $ 2 0 0  $ 4 0 0  $ 6 0 0  $ 8 0 0  $ 1 , 0 0 0  $ 1 , 2 0 0  $ 1 , 4 0 0  

* B a s e d  o n  F Y  2 0 0 0  p r o j e c t i o n s  i n  G o v e r n o r ' s  i n c o m e  t a x  b i l l .


