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SENATE BELL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIRST LEGISLATURE -SECOND SESSION

BY SENATOR DONLEY

Introduced:
Referred:

A BILL
FOR AN ACT ENTITLED

J 'An Act relating to a determination of income available for distribution from the

2 Jjermanent fund; and providing for an effective date."

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

| * Section 1. AS 37.13.140 samended t resd:
5 Sec. 37.13.140. Income. Net income of tte fund includes income of the

eamings resenve acoount esteblidhed under AS 37.13.145. Net income of the fund gl

6

be computed arually as of tre kst day of tte fisal year In accordance with gererally
8 aocogpted accourtting prrciples, excluding any urealized gains or losses.  Income
9 available for distribution equals 21 percent of the net income of the fund for tre kst
10 five fisal years, including the fisal year jist ended [ BUT MAY NOT EXCEED
1 NET INCOME OF THE FUND FOR THE FISCAL YEAR JUST ENDED PLUS THE
12 BALANCE IN THE EARNINGS RESERVE ACCOUNT DESCRIBED IN

! AS 37.13.145].
Ly * Sec. 2. This Act takes effect July 1, 2000.

J-
New Text Underlined [DELETED TEXT BRACKETED]
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§ 37.13.130

side of the United States’ for “in a foreign country’
and “capital, surplus, and retained earnings’ for "cap-
ital and surplus’ in paragraph (15), and added para-
graphs (21) and (22); in subsection (h), inserted “or for
the aale of oondomestic currencies” and substituted
“investments’ for “securities’; and in subsection (i),
deleted the former first sentence, which was similar to
the present last sentence, and added the present last

sentence.

The 1992 amendment, effective July 1, 1992, re-

P wblic Finance 454

in each investment exceeds $150,000,000." and made
a related stylistic change in the introductory lan-
guage, substituted “33 percent’ for “60 percent’ *
subparagraphs (A) and (B), and substituted "67 per-
cent” for "40 percent” in item (B)(i).

1996 amendment, effective June 26, 199s
“A or better’ in

Tne
substituted “investment grade' for
paragraphs (g)(7) and tg)(19). rewrote paragraph

(i)i4), repealed paragraph (i)(5), and added subsection

wrote this section. . . .
Legislative history reports. — For Senate letter

The 1994 amendment, effective May 25, 1994, in . .
of intent related to the 1969 amendments to this

paragraph (g)(16). inserted “"the total value held by .
section by ch. 4. SLA 19S9 (CSKB 69(SAl), see 19S9

the fund in each investment does not exceed
Senate Journal 621.

5150,000,000, and, if the total value held by the fund

Sec. 37.13.130. Gains and losses. [Repealed, § 13 ch 81 SLA 1982.]

Sec. 37.13.140. Income. Net income of the fund includes income of the 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 avail-
able 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 reserve account described in
AS 37.13.145. (8 5¢ch 18 SLA 1980; am § 8ch SI SLA 1982; am § 1ch 23 SLA 1986; am

§ 18 ch 134 SLA 1992)

established under AS 37.13.145. N'et income of the"

Effect of amendments. — The 1992 amendment,
and substituted “fund” for “corporation’ in three

effective July 1, 1992. Inserted near the beginning

mfund includes income ofthe earnings reserve account places.

Sec. 37.13.145. Disposition of income, (a) The earnings reserve account is estab-
lished as a separate account' in the fund. 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.

(b) At the end of each fiscal year, the corporation shall transfer from the earnings
reserve account to the dividend fund established under AS 43.23.045 50 percent of the
income available for distribution under AS 37.13.140.

(c) After the transfer under (b) of this section, the corporation shall transfer from the
earnings reserve account to the principal of the fund an amount sufficient to offset the
effect of inflation on principal of the fund during that fiscal year. The corporation shall
calculate the amount to transfer to the principal under this subsection by

(1) computing the average of the monthly United States Consumer Price Index for all
urban consumers for each of the two previous calendar years;

(2) computing the percentage change between the first and second calendar year

average; and
(3) applying chat rate to the value of the principal of the fund on the last day of the

fiscal year just ended.

(d) Notwithstanding (b) of this section, income earned on money awarded in or
received as a result of State v. Amerada Hess, et al,, 1JU-77-847 Civ. (Superior Court.
First Judicial District), including settlement, summary judgment, or adjustment to s
royalty-in-kind contract that is tied to the outcome of this case, or interest earned on the
money, or on the earnings of the money shall be treated in the same manner as other
income of the Alaska permanent fund, except that it is not available for distribution to the®
dividend fund, and shall be annually deposited into the principal of the Alaska (
nermanent fund. (8 9ch 81 SLA 1982; am § 2 ch 2S SLA 1986; am § 19 ch 134 SLA 1992)1

;Conditional repeal

j 28,ch. 134. SLA 1992
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The Hammond Plan for addressing
Alaska™s budget aisis

[ /m\ The governor ami members of

I 1 1the Alaska Legislature need to

\ | «fart;c lo t.iko Permanent Fund

dividends %not the earnings) "completely
off Ihe table" as a future source of state
revenue.

/ The Legislature needs to pass a
I /| measure that guarantees 50

\ | percent of Permanent Fund
earnings each year will he distributed as
dividends — the historic percenta%e —
and any surplus earnings after inflation-
proofing the fund can he spent on state
government.

(Last year, Hammond says, such an

agreement would have generated rough-
ly $500 million for the state budget with-

out reducing current dividends —
though future dividends would have
grown more slowly, since the leftover
earnin?s wouldn't have been reinvested
in the fund's principle.)

/ \ Alaskans should he allowed lo

1 ~ 1 wvote yes ornoonany such alio-

\ | cation — or any other proposed
laws that affect the Permanent Fund —
in <m advisory ballot similar to Inst
year's.

I »\ The Legislature should create
I [* 1new tax revenues - -such as a
\ ®/ seasonal sales tax, tin "admits-
sion-lo-Alaska" fee or a graduated in
come lax — that (a) ensure that tourists
and nonresidents pay their fair share
and (Id tax llic poor less than the rich.

( rm\ ‘File Legislature should enforce
| 1 the historic oue-third/one-

7 third/one third balance lor dis-
tributing Alaska’s oil wealth equally
among Alaskans, the federal govern-
ment and oil producers. P.

We AIAtKAME / itiiivin iy

SJR 35 as introduced by Senator Lyda Green, (R) Mai-Su
implements 1, 2 and 3 of the Hammond Plan

2000



Unaudited

ALAAFRVANENTHIND
Staterments of Changes InPrincipal and Eamings Reserve

Month ended December 31,

1999

1998

(Millions of Dollars)

Principal
Balance, beginning of period
Dedicated state revenues
State transfer from earnines reserve

BALANCE, DECEMBER 31,

Earnings Reserve
Balance, beginning of period
State transfer from earnings reserve
Adjustment to appropriations
Net income _

BALANCE, DECEMBER 31.

Total
Balance, beginning of period
Dedicated state revenues

Adjustment to appropriations
Net income

BALANCE. DECEMBER 31,

Earnings Reserve Breakout
Provision for inflation-proofing
Provision for dividend payment
Provision for settlement earnings
Unrealized earnings reserve income
Remaining earnings reserve

TOTAL EARNINGS RESERVE

19,070.4
335

19,103.9

6,693.1

1,145.2

7,8383

25,763.5
335

1.145.2

26.942.2

32.3
107.8
4.7
7499
250.5

11452

18.598.4
12.8

18.611.2

5,879.3

777.6

6.656.9

244777
12.8

777.6

25.268.1

254
87.8
3.6
541.4
1194

171.6

Six months ended December 31.

1999

19,000.9
103.0

19,103.9

6,1313

(031
1.7073

7,8383

25.132.1
103.0

02
1.7073

26.9423

1935
577.0
17.2
4.113.2
29374

1.8383

199S

18.516.0
90.0
52

18.611.2

5.360.3
5.2

1.301.8

6.656.9

23.876.3
90.0

1.301.8

25.268.1

152.5
494.5
16.3
3.320.3
26733

0.600.9



AAHRVANENTRND

Statements of Revenues and Expenses
Month Six months Y ear-enJ
Unaudited ended December 31, ended December 31, projected/actual June 30.
(Millions of Dollars) 1999 1999 2000 1999
Revenues
Investment income —
Interest S 57.8 354.9 7215 706.S
Dividends 13-3 75.3 161.9 166.9
Real estate and other income 17.0 87.6 1SS.3 153.0
Total investment income 88.1 517.8 1.077.7 1.027.3
Gains (losses) on —
Marketable debt securities (71.9) (264.7) (297.1) Byi -
Prat'crreu and common stock 1,126.5 1,557-3 2,168.8 1.612.0
Real estate 8.6 (55.2) (60.7) (i.6;
Foreign exchange contracts (2.4) (29.5) 152.5) 18.2
Currency (0.4) (0.8) (0.9) 6.6
Total gains 1.060.4 1,207.1 1.777.6 1.154.0
TOTAL REVENUES 1,148.5 1,724.9 2.855.3 2.181.3
Expenses
Operaung expenses (3.3) (17.6) (35.2) :.'3 5-
NET INCOME S 11452 1,707.3 2.820.1 2.1-17.8
Adjustments to bring net income to
scatutorv net income - settlement
(754.5) (589.6) (785.6) 397 u

earning'; anJ unrealized (gains) losses

staTtuTtorY NET INCOME S 390.7 1.117.7 2.034.5 2.545.2



ALASKA PERVANENT FUND
F"\W\K:lN.PRO]ECTlG\lSZOOO 2020

as ol December 31,1999
(in millions)
PRINCIPAL (AT COST) INCOMI? TOTAL
. Realized Unrealized FUND
Dedicated GASB  Statutory Distributions ot Statutory Income  Earnings Reserve Earnings Reserve At Market
FY Begin  Appro- State Inflation-  FY End Net Net Inflation-  General Net FYEnd Net FYEnd

FY Balance  bations Revenues PProofing  Balance Income O Income  Dividends Proofing Fund  Change Balance Change  Balance ¢ FY
77-% 0 5,854 5727 4,624 16,205 16,153 14,034 5,993 4,624 223 104 104 2,034 2,084 18,393 77-%

97 16,205 8913 38 486 17828 3,149 2,036 47 486 1 3 107 1,085 3,169 21,104 97

) 17,828 3 230 423 18516 3435 2,59 893 423 1 1216 1383 802 3971 238710 98

® 18516 1 15 268 19001 2,148 2544 145 288 3 107 250 m 3/ B 9
koo 19,001 34w 240 422 19697 2820 2,039 1153 422 - jjj 3049 751 4292  OiMo* o

a 19,697 KV 19 598 30,526 2113 2,038 1,181 598 259 3308 43 4,336 28,170 a

® 20526 K} 1 622 21,352 2401 212 1,190 622 310 3618 45 4,381 29,351 @

03 21,352 37 170 647 22,206 2,29 2210 Li«0 647 413 4031 47 4,428 30665 03

o} 22,206 40 175 673 23,093 2,398 2,309 1125 673 511 4543 49 4477 2113 o

05 23093 43 m 699 24,006 2512 2418 1,165 69 554 509 52 4529 33631 05

06 24,006 46 166 127 24,945 2,632 2532 1217 27 588 5684 ) 4583 3$H212 06

07 24,945 50 18 ™5 25932 2,157 2651 1,273 755 623 6307 % 4639 %6878 07

08 25932 53 170 785 26,940 288 2,776 1332 785 659 6,966 59 4,698 38605 8

0 26,940 58 157 815 27,969 3024 ' 2,905 13%4 815 6% 7,662 62 4,760 40392 09

10 27969 62 143 845 29,019 3,165 3038 1,460 845 733 83% 65 4,825 42,239 10

n 29019 67 142 gr7 30,104 3311 3,176 1527 877 72 9167 @B 4,893 44,164 il

2 30,104 7?2 135 909 31221 3463 3,320 1,597 09 813 9,980 71 4,964 46,165 12

3 31,221 8 124 3 32,366 3,620 3,469 1670 943 86 10836 74 5038 48239 3

u 32,366 8 114 9717 354l 3784 3,623 1,746 977 00 11736 77 5115 50,392 14

5 33541 0 106 102 4749 394 3,783 1,824 1012 946 12,683 8l 5,19 52,627 15

16 34749 97 103 1048 35997 4130 3,949 1,905 1,048 995 13678 & 5280 595 16

i 35,997 105 9% 1,086 31.2B3 4314 4121 1,989 1,086 1046 14,724 8 5,368 57,374 i

16 37,283 13 8 1125 38,608 4,505 4,300 2,076 1125 1089 15823 R? 5460 59,801 8

19 38,608 2 80 1,164 39975 4,704 4,486 2,167 1164 1155 16978 % 5,556 62,508 19

D 3995 131 I6) 1,205 41,386 4910 4679 2,261 1.205 1213 18190 10 5,656 65232 A
CMfoulatlve Totals €SV X ;o Co - \%0 . ,
Projected for 2000°2020: 3005 m m 41366 69497, 65936 32402 1\ m mm 18190 2117 65531 *

Rate of Return Assumptions GAS’] not income is statutory nut income plus the net change in unrealized gains and settlement comings.
Per Oepaitmcnl of Revenue’s most recent forecast.
Total tnflalion = Real Realized Earnings reserve approplalcd lo principal.
FY 2000 1101% 2_1'3/0 8 85% 017 Scillcmenl earnings transferred lo principal per AS 37.13.145(d)

-
FY 2001-20 m  1'J-1% ID ’ 4.94% 7 78% Based on 1999 Callan capital market (53% equity allocation) and inflation assumptions.

Inlal Fund (at market) equals Principal (at cnsl) plus lire Earnings Reserve plus Unrealized r-iin*-
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Top Stones

January 27, 2000

* Board of Trustees Narrows
Applicant List

JANUARY 20 - Clark S. Gruening, chairman
of the Alaska Permanent Fund Corporation
Board of Trustees, announced today that
the Board has narrowed the Executive
Director applicant list to four finalists:
Joseph M. Beedle, Jim Duncan, Mike
Navarre and Robert D. Storer. Seventeen
people applied for the job. The Board will
interview the four candidates at a special

oard meeting in Juneau on January 28 and
e final selection on that date.

* Staff Market Outlook as of
Early January

JANUARY 5 - In the last month interest
rates eclipsed the 42 basis point range
witnessed on the 30-year U.S Treasury
Bond in the prior two volatile months, by
ranging 46 basis points from 6.16% to
6.62%. Of major significance is the
continuing trend to higher rates, as the
prior two months witnessed 30-year U.S
Treasury Bond yields ranging from 5.98%
to 6.34%. The market also closed the
period at the high end of the range, 6.62%:
the highest yield on 30-year U.S Treasury
Bonds since September 1997. fmore)

Board Meetings in January

DECEMBER 22 - The Board of Trustees have
scheduled two meetings in January in the
Alaska Permanent Fund Corporation Board
Room in Juneau. The Real Estate
Committee of the Alaska Permanent Fund
Corporation will also be meeting on
Tuesday, January 19, 2000, at 1:30 p.m.

(CflmmiEeg.agenda)

The first is a regular 3oard Meeting or.
January 19-20, 2000, beginning at 3:30
a.m. on the 19th and 10:30 a.m. on the
20th. (BOT agenda.)

The second is a Special Meeting on January
28, 2000 beginning at 8:30 a.m. The public
is invited to attend ihe Board
meetings.fsoecial meeting agenda!

The third is a meeting of the Audit
Committee scheduled for Friday, January 28
beginning at 11:00 a.m., and is scheduled
tn conclude af [7:in nm Tho mooring will

OaHy Unaudited Position

aso! January 27 2000
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be held in the APFC Board Room at 801
*Vcat ICth CI, <.ci, 3rd Floor, Juneau, Alaska
and is open to the public. The purpose for
the meeting is to select the finalist for the
audit and related services request for

proposal. Other items may be discussed.

" Fund's Non-U.S Stockholdings
Reach $5 Billion, 19% of $27
Billion Permanent Fund

The Alaska Permanent Fund reached a
milestone as he financial markets closed
for the Christmas holidays - stockholdings
of non-U.S. companies reached $5 billion.
As of close of business on December 23,
1999, the Fund held shares of stock in
2,067 non-U.S. companies with a cost value
of $3.5 billion and a market value of $5
billion. One year ago, the same portfolio
had a cost value of $2.6 billion and a
market value of $2.8 billion.

"Without question, non-U.S. equities have
made a positive contribution to the Fund's
diversification so far this year," said Terry
Brown, Alaska Permanent Fund Corporation
(APFC) chief investment officer. fmore)

1st Quarter Financial Report
Available

December 1 - During a period reminiscent
of a year ago, U.S. equities markets soared
to new heights during the first half of the
quarter, only to give up much of the new
gains by quarter's end. The Alaska
Permanent Fund ended the first quarter of
fiscal 2000 with a balance of $24.7 billion,
net of the $1,045 billion 1999 dividend
distribution. fr°nort)

Board Takes Action at
Fairbanks Meeting

NOVEMBER 3 - The Alaska Permanent
Fund's Board of Trustees picked a second
Alaska money manager this week,
increased the Fund's stock allocation and
modified the Alaska Permanent Fund
Corporation's (APFC) equity, real estate and
fixed-income policies to begin to take
advantage of the increased investment
flexibility granted by the legislature last
session, fmore)

Er~3ire Article Covers APFC
Ecoi omic Forum

OCTOBER 20 - Reporter Allen Baker filed a
Permanent Fund story in the Juneau
Empire’s recent special PFD edition that
highlights the comments of five panelists
who represented key sectors of Alaska's
economy during a dynamic Economic Forum
at the APFC's annual meeting in Anchorage
m September. Panelists forecast optimism
for the state's fortunes in the upcoming
decades, provided the right foresight and
planning lead the way. Among the advice



and predictions, panelists cautioned that
Alaskans prevent "brain drain," leverage
the Permanent Fund to attract
development, and capitalize on the state's
high quality of life and lack of congestion
and to draw telecommuters in a new age of
doing business, fmore)

’ How Big is the Permanent
Fund?

OCTOBER 1 - According to an article in the
September 20, 1999 issue of Pensions &
Investments which lists the 300 largest
pension funds in the world, the Alaska
Permanent Fund is larger than all but 53 of
the largest funds in the world. For a
complete listing, see

hitp=//Avw_pxhlire.covcasiay

* Ending the Century:
Professionalism. Performance.

Permanence.

SEPTEMBER 23 - The Alaska Permanent
Fund Corporation's 1999 Annual Report.

Articles Describe APFC Annual
Dinner Keynote Speech

Reporter Allen Baker filed two Permanent
Fund stories in the Juneau Empire's October
6, 1999 issue describing the comments of
Dave Rose, the APFC's first Executive
Director, in his keynote address at'the
Fund's 1999 Annual Dinner. One article
examines the Fund's past, the other looks
to its future, fmore)


http://www.piQnline.com/oension/

Comparison of Status Quo, HB 411, SJR 33, SJR 35
Alaska Permanent Fund Corporation

Based at) December 31, 1999 APFC Financial Pro/ecllons

(In millions)
1 2(101 2002 2003 2C04 2005 2Q0G 2007 , 2008 2009 2010 TOTALS|
Payout per 110 411 1,359 1,382 1,406 1,431 1,491 1,544 1,600 1,657 1,716 1,777 15,363
General Fund 272 270 201 206 298 309 320 331 343 355 3,073
Dividend Fund I.LHO7 1,105 1,125 1.145 1.193 1,235 1,280 1,320 1.373 1,422 12,290
Payout Status Quo (all Dividend) 1,100 1,189 1,149 1,125 1,165 1,217 1,272 1,330 1,391 1,455 12,475
Payout per SJR 33 14,713 156 296 422 536 638 730 814 889 957 20,151
Payout lor Dividends 14,713 14,713
Government Payment 0 150 296 422 536 630 730 014 809 957 5,438
Payout per SJR 35 (same as status quo) 1,180 1,109 1,149 1,125 1,165 1,217 1,272 1,330 1,391 1,455 12,475
Retain for Inflation - HB 411 720 779 029 003 907 939 971 1.005 1.030 1,071 9,151
Retain for Inflation - Status Quo 590 G22 047 073 700 727 756 706 017 048 7,173
Retain fur Inflation for SJR 33 1)00 445 464 405 500 527 550 574 590 622 5,371
Retain for Inflation (or SJR 35 590 022 647 673 700 727 756 786 816 048 7,172
Fund value In 2010-HB 411 38,359
Principal 21,064
Tolal Earnings Reserve’ 16,495
Fund value in 2010 « Status Quo 42.3B5
Principal 29,101
Total Earnings Reserve’ 13,202
Tolal Fund in 2010-SJR 33 23,917
Principal 21,303
Tolal Earnings Reserve' 2,554
Tolal Fund In 2010-SJR 35 42,385
Principal 29,101
Tolal Earnings Reserve’ 13,202
Please nolo Ili.il our analysis ol S.in 33 assumes dial the Fund conllnuos Inllallon proofing the principal of lho Fund under the curront niclhod.

The bill Is unclear whether Mils was Intended, hut our assum ption Is based on verbal Instruction from Senator Mackle back In January.

« Tolal Earnings Reserve Includes both realized and unrealized Income at ycai end.

fwimrcU by lhn AI'IC :"i' 1/00



naric 1: Spending 0% 0f Permanent Fund Eamings after paying Dividends and Inflation-proofing
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Scenario 2. Spending 25% of Permanent Fund Earnings after paying Dividends and Inflation-proofing
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Scenario 3: Spending 50% of Permanent Fund Earnings after paying Dividends and Inflation-proofing
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Scenario 4; Spending 75% of Permanent Fund Earnings after paying Dividends and Inflation-proofing
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Scenario 5: Spending 100% of Permanent Fund Earnings after paying Dividends and Inflation-proofing
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LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
Juneau, Alaska 99801-1182

FAX (907) 465-2029
Mail Stop 3101 Deliveries to: 129 6lfl St., Rm. 329

MEMORANDUM February 1,2000
SUBJECT: Taxcbility of permanent fund (HJR 49)
TO: Representative Ethan Berkowitz
FROM: Tamara Brandt Cook
Director

You have asked whether HIR 49 poses a federal tax probllem.

If the State costitutian s amended o recuiire payment of dividends 1o state residatts, KB
possible tat tre Intermal Revenue Service would find thet enough of a private interest hes
been created s0 tret some or dll of the ass=ts of the permanent fund would no longer be
vienwed as tax-exempt public prgperty.  This could result in a determination thet tre state
must pay taxes on some or dll of tte income of the fud, just as private corporations must
now pay feceral taes. How likely this result might be s a question that probably should be

addressed tha taxeqart.

At 1Is3e s tre gplicataion of 26 U.S.C. 115 which states inpart "'Gross Income does not
include- () income derived form any puolic uality or the e@cise of any essataal
government fuction and accruing © a State of any poliacal sudivision theyeof, or the
Distriact of Colurbia..."" Under HJR 49 it s not clear that tte portion of permanent fund
income thet 15 1o be used for dividends accrues o the State.  Ithes also been held tret before
imunity from feckral taxation sextended to state activity, kmust appear thet the actimity 5
essmgally and tradiicelly govermmental nreture.  (Galiformia v. Anglhim, 37 F. Supp, 663,
affd 129 F.2d 455 (1942), aat, denied 317 U.S. 669) Addrtically, the gereral rule s thet
any private berefit from tre state activity must be only incidental ifincome from the actavity
5 10 be excluded from taatian. Thus, K hes been held thet a state areated association
providing a market for medical malpractice insurance i ot eatded © tax exempt status
where fuds of the association remaining after termination are t©© be paid o pvate
polic/olders and private interests of physicians and hospirtal members berefitted more then
incidental ly from the associaian. (Private Letter Ruling 91099031 ; see also City of Bettel .
U.S..594 F.2d 1301 (19/))

TBC:pi
00-037.pim

Note: This is a retyped copy ofan original memorandum. For a photocopy ofthe original memorandum
please contact Representative Berkowitz's office.



Protecting the Future ofthe Permanent Fund
By
Senator Lyda Green

l. The Permanent Fund.
The Alaska Permanent Fund is perhaps the greatest single achievement of our state
politicians in the last 25 years. What is remarkable is that our generation, instead of

spending every dollar, created a Permanent Fund to benefit Alaskans - potentially forever.

But some politicians cannot seem to leave well enough alone, and the dividend has come
under attack, threatened by a half dozen proposals to cap, reduce or eliminate it. It is time to

protect the dividend and remove it from the budget debate altogether.

The original constitutional amendment creating the Fund stated:
At least twenty-five per cent of all mineral lease rentals, royalties, royalty' sale
proceeds, federal mineral revenue sharing payments and bonuses received by
the state shall be placed in a permanent fund, the principal of which shall be
used only for those income producing investments specifically designated by
law as eligible for Permanent Fund investments. All income from the
Permanent Fund shall be deposited in the general fund unless otherwise

provided by law. (AK Constitution Art.1X, Sec.l 5)

According to the 1998 Alaska Permanent Fund Corporation Guide:



The driving force behind the Permanent Fund was concern that the vast and fast-

flowing oil wealth from Prudhoe Bay would be drained as soon as it flowed into the
state treasury. Little or no money wotild be left for subsequent generations ... The
Permanent Fund comes from the oil owned by the state of Alaska. Like the oil, the

Fund belongs to the people of Alaska collectively.”

The principal ofthe Fund has been carefully invested and expertly managed, and
Alaskans receive what no other citizens of an)' other state, nation or land have ever
shared: an equal dividend from the growth of long-term, prudent investment of our

jointly owned non-renewable resources.

The Legislature determined the best public purpose for earnings from the Permanent Fund
would be individual dividends and inflation-proofing. In 1982, the current dividend

program was enacted, however, the Legislature left unanswered what to do with any excess
earnings after dividends and inflation-proofing had been paid. Subsequent legislatures took
leftover earnings and deposited them back into the Permanent Fund principal. A full third

of our Fund principal comes from these special legislative deposits.



Countries from around the world, state governments, financial organizations - including the
World Bank - have inquired about the astonishing success of Alaska’s Permanent Fund and
our unique dividend program. Alaska’s program of saving for the future and investing one-

time wealth to create more wealth for sustained prosperity is a success story of which

Alaskans have every right to be proud.

. The People of Alaska: Shareholders and Guardians

Each ofus has an incentive to be a vigilant guardian to preserve and protect the long-term

growth and stability of the Permanent fund, insuring Alaska’s financial strength for

generations to come.

The Permanent Fund dividend is distributed equally, regardless of race, age, sex, creed or

religion.

Di\idends operate as a check and balance keeping government spending and taxing under

control.

Dividends tie the people of Alaska directly to the Permanent Fund and economic

development.



As equal shareholders of our oil, every Alaskan gets a tangible benefit from resource

development when they receive their annual Permanent Fund dividend. This ensures a

unique direct connection between economic prosperity', long-term investment, state

resource development and the personal financial interest of every' Alaskan. Every' cubic foot
of gas, every barrel of oil, and every profitable Permanent Fund investment generates a

bigger dividend for every' Alaskan - a powerful incentive for economic development.

II1. Constitutional Protection for the Dividend
The Constitution protects the principal of the Permanent Fund, but the earnings of the
fund have no constitutional protections whatsoever. Dividends, inflation-proofing and

unspent earnings are at the mercy of each legislature, each year.

Senate Joint resolution 35 (SJR35) is a constitutional amendment to guarantee the
successful 18 y'ear history' of providing for dividends, inflation-proofing and undistributed

income. SJR 35 gives the current statutory formulas for distribution of Dividends and

Inflation-proofing constitutional protection.

Only a constitutional amendment can mandate a vote of the people. Once Alaskans are
confident the dividend is safe and the integrity' of the Fund’s principal is protected from
inflation, they may be ready to begin the discussion about what to do with any excess

earnings. But, the first step is to restore the peoples’trust. | hope to give that trust back

through SJR35.
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City/St /Zip:Soldotna AK 99669 Type: Testifier
Bill: SJR 35: CONST AM: PERM FUND INCOME DISTRIBUTION
MM
KODIAK (KOD)
vName:Ms. Kate Ballenger Phone:
(S ki 8 Address: Affiliation:
City /St /Zip: Type: Testifier

Bill: SIR 33: CONST AM: PERMANENT FUND

AMyatsu (VAT)

1 Name.Ms. June Burkhart (both) Phone:
V‘m Address: Affiliation:
City /St /Zip: Type: Testifier
Mn - Bill: SIR 33: CONST AM: PERMANENT FUND
" 2 v Name:Ms. Linda Anderson (both) Phone:
Address: Affiliation:
City /St /Zip: Type: Testifier
I Bill: SIR 33: CONST AM: PERMANENT FUND
HHiliilillil; ){IameiMr. Jesse Chandler(both) Phone:
Address: Affiliation:
City /St /Zip: Type: Testifier
111 . Bill: SJR 33: CONST AM: PERMANENT FUND
ﬂ"' . 4 Name:Mr. Clifton Chandler(both) Phone:
M oo Address: Affiliation:
City /St /Zip: Type: Testifier
Bill: SIR 33: CONST AM: PERMANENT FUND
NameiMr. Keith Lipse(both) Phone:
Address: Affiliation:
il MMM City /St /Zip: Type: Testifier
Bill: SIR 33: CONST AM: PERMANENT FUND
iiH
PETERSBURG (PSG)
1 v"Name:Mr. Bryan van Ettinger - Both Resolutions Phone: 772-4639
Address: P. O. Box 1503 Affiliation:
City/St/Zip:Petersburg AK 99833 Type: Testifier

Bill: SJR 33: CONST AM: PERMANENT FUND

TOK (TOK)

I'cA.

20f2 3/22/00 9:28 AM
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Teleconference Participants

g|8ii TCN: 10589
wirttefourt U«t» 1 VKB ANSMARAR AR Bh o
View List for
AL F| | Testifiers |rf Go»> |  Close Window
Participants i1 v PP, g e, avs, v e
Unidentified Testifiers: 0o 1 Unidentified Observers: WRWW
DELTA JCJ. (DJT)
1 vNameMr. Art Griswold, Both Resolutions Phone:
Address: Affiliation:
W~ : City/St/Zip: Type: Testifier
Bill:
Name:Mr. John Glotfelty, Both Resolutions Phone:
Address: Affiliation:
City/St /Zip: Type: Testifier
Bill:
HOMER (HOM)
1 vi<Jame:Ms. Mary Griswold Phone: 235-3725
Address: PO Box 1417 Affiliation: self
City /St /Zip:Homer AK 99603 Type: Testifier
Bill: SIR 33: CONST AM: PERMANENT FUND
iiiiB i Name:Ms. Lynn Burkhardt Phone:
Address: 62505 Ohlson Mt. Rd Affiliation: Alaskans
City/St /Zip:Homer AK 99603 Type: Testifier
Bill: SJR 35: CONST AM: PERM FUND INCOME DISTRIBUTION
mm
lg i| KENAI (KEN)
t,Name:Mr. Janies Showalter SJIR33, SIR35 Phone: 262-4615
B Address: PO Box 352 Affiliation:
lﬂin City/St/Zip:Soldotna AK 99669 Type: Testifier
. X Bill: SJR 33: CONST AM: PERMANENT FUND
[ i, K2irpto™
2 v/IName:Ms. daro Rector Phone: 283-4455
Addu ss: 432545 Kenai Spur Hwy Affiliation:
City /St /Zip:Kenai Ak 99611 Type: Testifier
Bill: 1JR 35: CONST AM: PERM FUND INCOME DISTRiBUTION
| 3 -"hJameMr. Bill Phillips Phone:
. Address: PO Box 1994 Affiliation:
W’S\{S City/St /Zip:Kenai 99611 Type: Testifier
Bill: SIJR 35: CONST AM: PERM FUND INCOME DISTRIBUTION
g tg lr .
y “ame:Mrs. Susan Gibson SJR33, SJR35 Phone:
iiiip Address: Affiliation:
m City /St /Zip: Type: Testifier
g\ﬁ%}\ﬁ{r{ﬂﬁ Bill: SJR 35: CONST AM: PERM FUND INCOME DISTRIBUTION
iPPiii 5 Name:Mr. Dale Bondurant Phone:
Address: 31864 moonshine Dr Affiliation:

3/22/00 9:28 AM
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