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FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

R evision  D a te /Time (Note if correc tion):
Title DisL Of Approps from Perm Fund

Fiscal Note Number
Bill Version:
() Publish Date:

CSHB298(W&M)

Revenue

Sponsor
Requester

Dept. Affected]________________________________
[RDU AK Permanent Fund Corporation
Component AK Permanent Fund Corporation

Ways and M eans Committee
Ways and M eans Committee

Expenditures/R evenues

Component No. 

(T h o u s a n d s  of Dollars)

109

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land 8  Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E s tim a te  of any c u r r e n ty e a r  (FY2004) cos t : 0.0
Mark th is  box (X) If funding fo r  th is  bill Is inc luded In the Governor’s  FY 2005 b u d ge t  proposal: I

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

HB 2 9 8  would c h a n g e  the a m o u n t  ava ilab le  to distribute from the P e r m a n e n t  Fu nd  to conform to a  P e rcen t  
o f  M arke t  V alue  payou t limit. HB 2 9 8  would no t ch a n g e  th e  m a n a g e m e n t  o r  the  c o s t  of opera t ions  of the 
F u nd .

Prepared  by: 
Division

Approved by; 
Agency

Robert D. Storer, Executive Director Phone 465-2047
Alaska Permanent Fund Corporation Date/Time 3/16/04 8:12 AM

Steve Porter, Deputy Commissioner Date 3/16/2004
Department of Revenue

(R»vi*»a 12/2003 OMB) Page 1 of 1



FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

R evis ion  D a te /T im e (N ote if correction): 
Title Distribution of Appropriations

Fiscal Note Number:

Bill Version:
() Publish Date:

CSHB298(W&M)

Revenue

from the Perm anent Fund
Sponsor
Requester

Dept. Affected:
 ̂RDU
Component Commissioner's Office

Revenue Programs & Services

h o u s e  Ways and Means
House Finance Committee

E x p e n d i t u r e s / R e v e n u e s

Component No. 

(T h o u s a n d s  of Dollars)

123

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate  of any  cu rren t  y e a r  (FY2004) cos t : 0.0
Mark this  b->x (X) if funding for  th is  bill is inc luded  in the  G o vern o r 's  FY 2005 b u d g e t  p ro po sa l :

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This legislation would allocate the lunds Irom an annual 5% percent-of-m arket-value distribution (POMV) of the Perm anent Fund. 
Tho distribution would be 50%  of the funds to the s ta te  G eneral Fund for public serv ices, and 50% to Ihe dividend fund for per-capita 
distribution to eligible A laskans This legislation would replace the current dividend calculation formula in sta tu te. For purposes of 
this fiscal note, the D epartm ent of R evenue assu m ed  this new distribution formula would take effect with the FY 2006 budget and 
the O ctober 2005 dividend. U nder this legisaltion, the am ount of m oney available to the G eneral Fund and for per-capita dividends 
is projected at:

FY2006 FY2007 FY2008 F VW 09 FY 2010  FY2011
Public Services $641.5 million 5667.0 million S705.0 million $746.0 million S776.5 million 5803.5  million 

Oct. 2005 Oct 2006 Oct. 2007 Oct. 2008 Oct. 2009 Oct. 2010 

Per-capita Dividend 5641.5  million 5567.0 million S705.0 million 5746.0 million 5776.5 million 5803.5 million

Prepared by: 
Division

Approved by: 
Agency

Steve Porter, Deputy Commissioner Phone 455-2302
Department of Revenue Date/Time 3/22/04 12:30 PM

Steve Porter. Deputy Commissioner Date 3/22/2004
Department of Revenue

(Revised 12/2003 OMB) Page 1 of.
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i t d o p t a t

CS FOR HOUSE BILL NO. 298(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-THIRD LEGISLATURE - SECOND SESSION

BV THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE SPECIAL COMMITTEE ON WAYS AND MEANS

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to the income of and appropriations from the Alaska permanent fund 

under art. IX, sec. 15(b), Constitution of the State of Alaska, and making conforming 

amendments; relating to the determination of net income of the mental health trust 

fund; and providing for an effective date."

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

* Section 1. AS 09.20.050(b) is amended to read:
(b) The jury list shall be based on a list prepared by the Department of 

Revenue of all persons who filed an application for a [DISTRIBUTION OF 
ALASKA] permanent fund dividend [INCOME] under AS 43.23 during the current 
calendar year that shows an Alaska [ALASKAN] address, and of all persons who 

volunteer for jury duty under (d) of this section. If considered necessary by the 
administrative director of the Alaska Court System, the jury list shall incorporate a list 
prepared by the Department of Administration of all persons who hold a valid Alaska 
driver's license. The departments shall submit their respective lists to the Alaska

WORK DRAFT WORK DRAFT WORK DRAFT
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Court System not later than September 30 of each year. To the extent that h is 

available, the departments shall include on the lists they submit the following 

information for each person: first name, middle initial, and last name; mailing address, 

including the zip code; aid birth date. The lists shall be recorded on magnetic tape 

compatible with Alaska Court System data processing equipment.

* See. 2. AS 24.20.206 is amended to read:
Sec. 24.20.206. Duties. The Legislative Budget and Audit Committee shall

(1) [REPEALED
(2)] annually review the long-range operating plans of all agencies of 

the stale that perform lending or investment functions;

(2) [(3)] review periodic reports from all agencies of the state that 

perform lending or investment functions;
(3) [(4)] prepare a complete report of investment programs, plans, 

performance, and policies of all agencies of the state that perform lending or 

investment functions and notify the legislature within 30 days after the convening of 

each regular session that the report is available;

(4) [(5)] in conjunction with the finance committee of each housei 

recommend annually to the legislature the investment policy for the general fund 

surplus and for the [INCOME FROM THE] permanent fund;
(5) [(6)] provide for an annual post audit and annual operational and 

performance evaluation of the Alaska Permanent Fund Corporation investments and 

investment programs;
(6) [(7)] provide for an annual operational and performance evaluation 

of the Alaska Housing Finance Corporation and the Alaska Industrial Development 
and Export Authority; the performance evaluation must include, but is not limited to, a 

comparison of the effect on various sectors of the economy by public and private 

lending, the effect on resident and nonresident employment, the effect on real wages, 
and the effect on slate and local operating and capital budgets of the programs of the 
Alaska Housing Finance Corporation and the Alaska Industrial Development and 

Export Authority;
(7) [(8)] provide assistance to the trustees of the trust established in

CSHB 298(FIN) -2-
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AS 37.14.400 - 37.14.450 in carrying out their duties under AS 37.14.415.
* Sec. 3. AS 37.13 is amended by adding a new section lo read:

Sec. 37.13.143. Appropriations from the fund, (a) The total amount 

available for appropriation from the fund for a specific fiscal year is determined under 

art. IX, sec. 15(b), Constitution of the State of Alaska. However, if the annualized real 

rate of return of the fund during the first 10 of the 11 fiscal years immediately 
preceding the specific fiscal year was less than five percent, the amount available for 

appropriation for that specific fiscal year may not exceed that 10-year annualized real 
rale of return multiplied by the average of the fiscal year-end market values of the 

fund for the first five of the six fiscal years immediately preceding that specific fiscal 

year. For purposes of this subsection, "real rate of return" means the total rate of 

return of the fund's investments for the period measured, minus the rate of inflation for 

that period, stated on an annualized basis.
(b) The legislature may appropriate from the fund for each fiscal year the 

amount for costs of the corporation associated with operating and investing the fund.

(c) After the appropriation under (b) of this section, appropriations by the 

legislature for a specific fiscal year are limited as follows, based on the total amount 

remaining available for appropriation under (a) of this section:
(1) not more than 50 percent may be appropriated for public education;
(2) not more than 50 percent may be appropriated to the dividend fund 

established under AS 43.23.045.
(d) The corporation shall transfer money appropriated under this section from 

the fund within 14 days after the effective date of the appropriation.
(e) For purposes of (a) of this section, the corporation shall calculate the rate 

of inflation using the annual year over year change in the Consumer Price Index for all 
urban consumers for the time period specified.

* Sec. 4. AS 37.13 is amended by adding a new section to read:
Sec. 37.13.148. Market value of the fund. For the purposes of art. IX, sec. 

15(b), Constitution of the Slate of Alaska, the coiporation shall determine the market 

value of the fund annually as of the close of business on June 30 in accordance with 

generally accepted accounting principles for the determination of fair value.

-3- C S H B  2‘78(F1N)
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* See. 5. AS 37.13.150 is amended to read:
Sec. 37.13.150. Corporation budget. The [REVENUE GENERATED BY 

THE FUND'S INVESTMENTS MUST BE IDENTIFIED AS THE SOURCE OF 

THE] operating budget of the corporation shall be included in the state's operating 

budget under AS 37.07 (Executive Budget Act). [THE UNEXPENDED BALANCE 

OF THE CORPORATION'S ANNUAL OPERATING BUDGET DOES NOT LAI’SE 

AT THE END OF THE FISCAL YEAR BUT SHALL BE TREATED AS INCOME 

UNDER AS 37.13.140.]

* Sec. 6. AS 37.14.031(c) is amended to read:
(c) The net income of the fund shall be determined by the Alaska Permanent 

Fund Corporation annually as of the last day of the fiscal year in accordance with 

generally accepted accounting principles [IN THE SAME MANNER THE 

CORPORATION DETERMINES THE NET INCOME OF THE ALASKA 

PERMANENT FUND UNDER AS 37.13.140].

* Sec. 7. 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 of money appropriated from [INCOME OF]

the Alaska permanent fund [TRANSFERRED] to the dividend fund under

AS 37.13.143 [AS 37.13.145(b)] during the current year;

(B) plus the unexpended and unobligated balances of prior 

fiscal 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

CSJIB 298(F1N) -4-
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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) of this subsection by the 

amount determined under (2) of this subsection.

* See. 8. AS 43.23.028(a) is amended to read:

(a) By October 1 of each year, the commissioner shall give public notice of 

the value o f each permanent fund dividend for that year and notice o f the information 

required to be disclosed under (3) of this subsection. In addition, the stub attached to 

each individual dividend check and direct deposit advice must

(1) disclose the amount o f each dividend attributable to [INCOME 

EARNED BY THE PERMANENT FUND FROM] deposits to that fund required 

under art. IX, sec. 15, Constitution of the State of Alaska;

(2) disclose the amount o f each dividend attributable to all [INCOME 

EARNED BY THE PERMANENT FUND FROM] appropriations to that fund plus 

[AND FROM] amounts added to that fund before January 1, 2005. to offset the 

effects o f inflation;

(3) disclose the amount by which each dividend has been reduced due 

to each appropriation from the dividend fund, inch ding amounts to pay the costs of 

administering the dividend program and the hold harmless provisions of 

AS 43.23.075;

(4) include a statement that an individual is not eligible for a dividend

w h en

(Aj during the qualifying year, the individual was convicted of

a felony;

(B) during all or part o f the qualifying year, the individual was 

incarcerated as a result o f the conviction o f a

WORK DRAFT WORK DRAFT 23-LS1075\C
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(i) felony; or

(ii) misdemeanor if  the individual has been convicted of

a prior felony or two or more prior misdemeanors;

(5) include a statement that the legislative purpose for making 

individuals listed under (4) o f this subsection ineligible is to

(A) obtain reimbursement for some o f the costs imposed on the 

state criminal justice system related to incarceration or probation of those 

individuals;

(B) provide funds for services for and payments to crime 

victims and for grants for the operation o f domestic violence and sexual assault 

programs;

(6) disclose the total amount that would have been paid during the 

previous fiscal year to individuals who were ineligible to receive dividends under 

AS 43.23.005(d) if  they had been eligible;

(7) disclose the total amount appropriated for the current fiscal year

under (b) of this section for each o f the funds and agencies listed in (b) o f this section.

* Sec. 9. AS 37.13.140, 37.13.145, and 37.13.300(c) are repealed.

* Sec. .10. The uncodified law o f the State o f  Alaska is amended by adding a new section to 

read:

CONDITIONAL EFFECT. This Act takes effect only if an amendmem to art. IX. sec.

15, Constitution of the State of Alaska, relating to and limiting appropriations from the Alaska 

permanent fund based on an averaged percent o f the fund market value, is approved by the 

voters during the 2004 general election and takes effect.

* See. 11. If this Act lakes effect under sec. 10 of this Act, it takes effect on January 1,

2005.

WORK DRAFT WORK DRAFT 23-LS1075\C
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CS FOR HOUSE BILL NO. 298(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - SECOND SESSION

BV T H E  H O U S E  F IN A N C E  C O M M I T T E E

Offered:
Referred:

23-LS1075W
Cook

3/19/04

Sponsor(s): H O U S E  S P E C I A L  C O M M I T T E E  O N  W A Y S A ND  M E A N S

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to the income of and appropriations from the Alaska permanent fund 

under art. IX, see. 15(b), Constitution of the State of Alaska, and making conforming 

amendments; relating to the determination of net income of the mental health trust 

fund; and providing for an effective date."

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

* Section 1. AS 09.20.050(b) is amended to read:

(b) The jury list shall be based on a list prepared by the Department of 

Revenue of all persons who filed an application for a [DISTRIBUTION OF 

ALASKA] permanent fund dividend [INCOME] under AS 43.23 during the current 

calendar year that show's an Alaska [ALASKAN] address, and o f all persons who 

volunteer for jury duty under (d) o f this section. If considered necessary by the 

administrative director o f the Alaska Court System, the jury list shall incorporate a list 

prepared by the Department of Administration of all persons w'ho hold a valid Alaska 

driver's license. The departments shall submit their respective lists to the Alaska

-1- CSIIH 298(FIN)
New Text Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 23-LS1075YV

Ccurt System not later than September 30 of each year. To the extent that it is 

available, the departments shall include on the lists they submit the following 

information for each person: first name, middle initial, and last name; mailing address, 

including the zip code; and birth date. The lists shall be recorded on magnetic tape 

compatible with Alaska Court System data processing equipment.

* Sec. 2. AS 24.20.206 is amended to read:

See. 24.20.206. Duties. The Legislative Budget and Audit Committee shall

(1) [REPEALED

(2)] annually review the long-range operating plans o f all agencies of 

the state that perform lending or investment functions;

(2) [(3)] review periodic reports from all agencies o f the state that 

perform lending or investment functions;

(3) [(4)] prepare a complete report o f investment programs, plans, 

performance, and policies of all agencies o f the state that perform lending or 

investment functions and notify the legislature within 30 days after the convening of 

each regular session that the report is available;

(4) [(5)] in conjunction with the finance committee of each house, 

recommend annually to the legislature the investment policy for the general fund 

surplus and for the [INCOME FROM THE] permanent fund;

(5) [(6)] provide for an annual post audit and annual operational and 

performance evaluation o f the Alaska Permanent Fund Corporation investments and 

investment programs;

(6) [(7)] provide for an annual operational and performance evaluation 

of the Alaska Housing Finance Corporation and the Alaska Industrial Development 

and Export Authority; the performance evaluation must include, but is not limited to, a 

comparison o f the effect on various sectors of the economy by public and private 

Ending, the effect on resident and nonresident employment, the effect on real wages, 

and the effect on state and local operating and capital budgets o f the programs of the 

Alaska Housing Finance Corporation and the Alaska Industrial Development and 

Export Authority;

(7) [(8)] provide assistance to the trustees o f the trust established in

CSIIB 298(FIN) -2-
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AS 37.14.400 - 37.14.450 in carrying out their duties under AS 37.14.415.

* See. 3. AS 37.13 is amended by adding a new section to read:

Sec. 37.13.143. Appropriations from the fund, (a) The total amount 

available for appropriation from the fund for a specific fiscal year is determined under 

art. IX, sec. 15(b), Constitution of the State o f Alaska. However, if the annualized real 

rate of return o f the fund during the 10 fiscal years immediately preceding the specific 

fiscal year was less than five percent, the amount available for appropriation for that 

specific fiscal year may not exceed that 10-year annualized real rate o f return 

multiplied by the average of the fiscal year-end market values of the fund for the first 

five of the six fiscal years immediately preceding that specific fiscal year. For 

purposes o f this subsection, "real rate o f return" means tire total rate o f return of the 

fund's investments for the period measured, minus the rate o f inflation for that period, 

stated on an annualized basis.

(b) The legislature may appropriate from Tie fund for each fiscal year the 

amount for costs o f the corporation associated with operating and investing the fund.

(c) After the 'ippropriation under (b) o f this section, appropriations by the 

legislature for a specific fiscal year are limited as follows, based on the total amount 

remaining available for appropriation under (a) o f this section:

(1) not more than 50 percent may be appropriated tolhrgeneraHxrndt

(2) not more than 50 percent may be appropriated to the dividend fund 

established under AS 43.23.045.

(d) The corporation shall transfer money appropriated under this section from 

the fund within 14 days after the effective date o f the appropriation.

(e) For purposes o f (a) of this section, the corporation shall calculate the rate 

of inflation using the annual year over year change in the Consumer Price Index for all 

urban consumers for the time period specified.

* See. 4. AS 37.13 is amended by adding a new section to read:

Sec. 37.13.148. Market value of the fund. For the purposes of art. IX, sec. 

15(b), Constitution o f die State of Alaska, the corporation shall determine the market 

value of the fund annually as o f the close o f business on June 30 in accordance with 

generally accepted accounting principles for the determination o f fair value.

- 3 -
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* Sec. 5. AS 37.13.150 is amended to read:

See. 37.13.150. Corporation budget. The [REVENUE GENERATED BY 

THE FUND’S INVESTMENTS MUST BE IDENTIFIED AS THE SOURCE OF 

THE] operating budget of the corporation shall be included in the state's operating 

budget under AS 37.07 (Executive Budget Act). [THE UNEXPENDED BALANCE 

OF THE CORPORATION'S ANNUAL OPERATING BUDGET DOES NOT LAPSE 

AT THE END OF THE FISCAL YEAR BUT SHALL BE TREATED AS INCOME 

UNDER AS 37.13.140.]

* Sec. 6. AS 37.14.031(c) is amended to read:

(c) The net income of the fund shall be determined by the Alaska Permanent 

Fund Corporation annually as of the last day of the fiscal year in accordance with 

generally accepted accounting principles [IN THE SAME MANNER THE 

CORPORATION DETERMINES THE NET INCOME OF THE ALASKA 

PERMANENT FUND UNDER AS 37.13.140].

* Sec. 7. AS 43.23.025(a) is amended to read:

(a) By October 1 o f 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 o f money appropriated from [INCOME OF]

the Alaska permanent fund [TRANSFERRED] to the dividend fund under

AS 37.13.143 [AS 37.13.145(b)] during the current year;

(B) plus the unexpended and unobligated balances of prior 

fiscal 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 bv the filing deadline but who were not

CSIIB 298(FIIS') -4-
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included in a previous year's uividend computation;

(E) less appropriations from the dividend fund during the 

current year, including amounts to pay costs o f 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 o f 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.

* See. 8. AS 43.23.028(a) is amended lo read:

(a) By October 1 o f each year, the commissioner shall give public notice of 

the value of each permanent fund dividend for that year and notice o f the information 

required to be disclosed under (3) of this subsection. In addition, the stub attached to 

each individual dividend check anu direct deposit advice must

(1) disclose the amount o f each dividend attributable to [INCOME 

EARNED BY THE PERMANENT FUND FROM] deposits to that fund required 

under art. IX, sec. 15, Constitution of the State of Alaska;

(2) disclose the amount o f each dividend attributable to [INCOME 

EARNED BY THE PERMANENT FUND FROM] appropriations to that fund and 

the amount of each dividend attributable to [FROM] amounts added to that fund 

before January 1, 2005, to offset the effects of inflation;

(3) disclose the amount by which each dividend has been reduced due 

to each appropriation from the dividend fund, including amounts to pay the costs of 

administering the dividend program and the hold harmless provisions of 

AS 43.23.075;

(4) include a statement that an individual is not eligible for a dividend

when

(A) during the qualifying year, the individual was convicted of

a felony;

(B) during all or part o f the qualifying year, the individual was 

incarcerated as a result of the conviction of a

-5- CSMIJ 298(FIN)
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(i) felony; or

(ii) misdemeanor if the individual has been convicted of 

a prior felony or two or more prior misdemeanors;

(5) include a statement that the legislative purpose for making 

individuals listed under (4) of this subsection ineligible is to

(A) obtain reimbursement for some of the costs imposed on the 

state criminal juslice system related to incarceration or probation o f those 

individuals;

(B) provide funds for services for and payments to crime 

victims and for grants for the operation of domestic violence and sexual assault 

programs;

(6) disclose the total amount that would have been paid during the 

previous fiscal year to individuals who were ineligible to receive dh.dends under 

A.', 43.23.005(d) if  they had been eligible;

(7) disclose the total amount appropriated for the current fiscal year 

under (b) o f this section for each o f the funds and agencies listed in (b) o f this section.

* Sec. 9. AS 37.13.140, 37.13.145, and 37.13.300(c) are repealed.

* Sec. 10. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

CONDITIONAL EFFECT. This Act takes effect only if  an amendment to art. IX, sec. 

15, Constitution of the State o f Alaska, relating to and limiting appropriations from the Alaska 

permanent fund based on an averaged percent o f the fund market value, is approved by the 

voters during the 2004 general election and takes effect.

* Sec. 11. If this Act takes effect under sec. 10 of this Act, it takes effect or January 1, 

2005.
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TO: CSHB 298(FIN), Draft Version "V"

1 Page 3, lines 19 - 20:

2 Delete all material and insert:

3 "(1) 40 percent may be appropriated for public education;

4 (2) 60 percent may be appropriated to the dividend fund"

( : z )
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FISCAL NOTE
STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note If correction): 
Title Distribution of A ppropriations

from th e  P e rm an en t Fund

Fiscal N ote Num 

Bill V ersion:
() Publish  Date:

K evenueD ept. A ffected^
'B R U
’ C om ponen t C om m issioner's Office

Y f p t A u '  

T V U I A . r '

;*-/z?

Adm inistration an d  S uppo rt

S p o n so r
R e q u o ste r

H ouse  W ays and  M eans
H ouse  W ays and  M eans

E xp en d itu res/R even u es

C om ponent No. 

(Thousands of Dollars)

123

O PERA TING  EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

P e rso n a l S erv ices 
Travel 
C ontractual 
S upp lies  
E quipm ent 
Land & S truc tu res  
G ran ts  & C laim s 
M iscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.G 0.0 0.0

ICAPITAL EXPENDITURES

(c h a n g e  IN REVENUES ( ) I

1002 F ed era l R ece ip ts
1003 GF M atch
1004 G F
1005 G F /P rogram  R eceip ts 
1037 G F/M ental H ealth
O th e r (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

0.0E s tim a te  o f  a n y  c u r r e n t y e a r  (FY 2003) c o s t:
M ark th is  b o x  (X) If fu n d in g  fo r  th is  bill Is In c lu d ed  In th e  G o v e rn o r’s  FY 2004  b u d g o t p ro p o s a l:

PO SITIO N S
Full-time
Part-tim e
Tom porary

ANALYSIS: (Attach a separate paqe if necessary)
This legislation w ould allocate the  funds from an  annual 5% percent-of-m arkot-value distribution (POMV) of the 
P e rm an en t F und , The distribution w ould be  60%  of the funds to the s ta te  G eneral Fund for public se rv ices, an d  40% 
to the  dividend fund for per-capita distribution »o eligible A laskans. T his legislation w ould rep lace  th e  current dividend 
calculation form ula In s ta tu te . For p u rp o ses  o this fiscal note , the D epartm ent of R evenue  a s s u m e d  this now 
distribution form ula would take effect with the : .'2006 budge t and  the O ctober 2005 dividend. U ndor this legislation, 
the am ount of m oney  available to th e  G eneral Fund and  for the per-cap ita  dividend Is p ro jected  at:

FY2006 FY2007 FY200B FY20Q9 FY2010 FY2011
Public S e rv ice s  $740 million $743  million $761 million $792 million $822 million $848  million 

Oct. 2005 Oct. 2006 OcL 2007 Oct. 2008 Oct. 2009 Oct. 2010 
Pcr-cap ita  dividend $780  $770 $780 $810  $830  $B50

P rep ared  by: 
Division

A pproved by: 
A gency

Larry Perslly, D eputy C om m issioner P hone  465-5469
D epartm ent of R ev en u e Date/Tim e 5/6/03 11:52 AM

Larry Perslly, D eputy C om m issioner D ate 5 /6 /2003
Department of Revenue

(RuvTsod 0/2002 OMB) P a g e  1 o f _ 1 __
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CS FOR HOUSE BILL NO. 298(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - SECOND SESSION

BV THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): HOUSE SPECIAL COMMITTEE ON WAVS AND MEANS

A BILL 

FOR AN ACT ENTITLED  

"An Act relating to the income of and appropriations from the Alaska permanent fund 

under art. IX, sec. 15(b), Constitution of the State of Alaska, and making conforming 

amendments; relating to the determination of net income of the mental health trust 

fund; and providing for an effective date."

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

* Section 1. AS 09.20.050(b) is amended to read:

(b) The jury list shall be based on a list prepared by the Department of 

Revenue of all persons who filed an application for a [DISTRIBUTION OF 

ALASKA] permanent fund dividend [INCOME] under AS 43.23 during the current 

calendar year that shows an Alaska [ALASKAN] address, and o f all persons who 

volunteer for jury duty under (d) of this section. If considered necessary by the 

administrative director of the Alaska Court S' mi. the jury list shall incorporate a list 

prepared by the Department o f Administration o f all persons who hold a valid Alaska 

driver's license. The departments shall submit their respective lists to the Alaska

-1- CSIIB 298(FIN)
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Court System not later than September 30 of each year. To the extent that it is 

available, the departments shall include or the lists they submit the following 

information for each person: first name, middle initial, and last name; mailing address, 

including the zip code; and birth date. The lists shall be recorded on magnetic tape 

compatible with Alaska Court System data processing equipment.

* Sec. 2. AS 24.20.206 is amended to read:

Sec. 24.20.206. Duties. The Legislative Budget and Audit Committee shall

(1) [REPEALED

(2)] annually review the long-range operating plans of all agencies of 

the state that perform lending or investment functions;

(2) [(3)] review periodic reports from all agencies o f the state that 

perform lending or investment functions;

(3) [(4)] prepare a complete report o f investment programs, plans, 

performance, and policies o f all agencies of the state that perform lending or 

investment functions and notify the legislature within 30 days after the convening of 

each regular session that the report is available;

(4) [(5)] in conjunction with the finance committee o f each house2 

recommend annually to the legislature the investment policy for the general fund 

surplus and for the [INCOME FROM THE] permanent fund;

(5) [(6)] provide for an annual post audit and annual operational and 

performance evaluation o f the Alaska Permanent Fund Corporation investments and 

investment programs;

(6) [(7)] provide for an annual operational and performance evaluation 

o f the Alaska Housing Finance Corporation and the Alaska Industrial Development 

and Export Authority; the performance evaluation must include, but is not limited to, a 

comparison o f the effect on various sectors of the economy by public and private 

lending, the effect on resident and nonresident employment, the effect on real wages, 

and the effect on state and local operating and capital budgets o f the prog; :uns of the 

Alaska Housing Finance Corporation and the Alaska Industrial Development and 

Export Authority;

i l l  [(8)] provide assistance to the trustees o f the trust established in

CSH I3 298 (F IN ) -2-
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AS 37.14.400 - 37.14.450 in carrying out their duties under AS 37.14.415.

* See. 3. AS 37.13 is amended by adding a new section to read:

Sec. 37.13.143. Appropriations from the fund, (a) The total amount 

available for appropriation from the fund for a specific fiscal year is determined under 

art. IX. sec. 15(b), Constitution of the State o f  Alaska. However, if  the annualized real 

rate of return of the fund during the 10 fiscal years immediately preceding the specific 

fiscal year was less than five percent, the amount available for appropriation for that 

specific fiscal year may not exceed that 10-year annualized real rate o f return 

multiplied by the average of the fiscal year-end market values of the fund for the first 

five of the six fiscal years immediately preceding that specific fiscal year. For 

purposes of this subsection, "real rate o f return" means the total rate o f return of the 

fund's investments for the period measured, minus the rate o f inflation for that period, 

stated on an annualized basis.

(b) The legislature may appropriate from the fund for each fiscal year the 

amount for costs o f the corporation associated with operating and investing the fund.

(c) After the appropriation under (b) o f this section, appropriations by the 

legislature for a specific fiscal year are limited as follows, based on the total amount 

remaining available for appropriation under (a) o f this section:

(1) not more than 50 percent may be appropriated to the general fund;

(2) not more than 50 percent may be appropriated to the dividend fund 

established under AS 43.23.045.

(d) The corporation shall transfer money appropriated under this section from 

the fund within 14 days after the effective date o f the appropriation.

(e) For purposes o f (a) of this section, the corporation shall calculate the rate 

of inflation using the annual year over year change in the Consumer Price Index for all 

urban consumers for the time period specified.

* Sec. 4. AS 37.13 is amended by adding a new section to read:

Sec. 37.13.148. Market value of the fund. For the purposes o f art. IX, sec. 

15(b), Constitution o f the State of Alaska, the corporation shall determine the market 

value o f the fund annually as o f the close of business on June 30 in accordance with 

generally accepted accounting principles for the determination of fair value.

WORK DRAFT WORK DRAFT 23-LS1075W

-3- CSHB 298(F1N)
New Text Underlined [DELETED TEXT BRACKETED]



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

IS

19

20

21

22

23

24

25

26

27

28

29

30

31

WORK DRAFT WORK DRAFT 23-LS1075W

* See. 5. AS 37.13.150 is amended to read:

See. 37.13.150. Corporation budget. The [REVENUE GENERATED BY 

THE FUND'S INVESTMENTS MUST BE IDENTIFIED AS THE SOURCE OF 

THE] operating budget of the corporation shall be included in the state's operating 

budget under AS 37.07 (Executive Budget Act). [THE UNEXPENDED BALANCE 

OF THE CORPORATION'S ANNUAL OPERATING BUDGET DOES NOT LAPSE 

AT THE END OF THE FISCAL YEAR BUT SHALL BE TREATED AS INCOME 

UNDER AS 37.13.140.]

* Sec. 6. AS 37.14.031(c) is amended to read:

(c) The net income of the fund shall be determined by the Alaska Permanent 

Fund Corporation annually as of the last day of the fiscal year in accordance with 

generally accepted accounting principles [IN THE SAME MANNER THE 

CORPORATION DETERMINES THE NET INCOME OF THE ALASKA 

PERMANENT FUND UNDER AS 37.13.140].

* Sec. 7. AS 43.23.025(a) is amended to read:

(a) By October 1 o f 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 enuals

(A) the amount of money appropriated from [INCOME OF] 

the Alaska permanent fund [TRANSFERRED] to Hie dividend fund under 

AS 37.13.143 [AS 37.13.145(b)] during the current year;

(B) plus the unexpended and unobligated balances of prior 

Fiscal 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

CS1TB 298(F1N) -4-
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included in a previous year's dividend computation;

(E) less appropriations from the dividend fund during the 

current year, including amounts to pay costs o f administering the dividend 

program and the hold harmless provisions o f AS 43.23.075;

(2) determining the number o f individuals eligible to receive a 

dividend payment for the current year and the number o f 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) o f this subsection.

* Sec. 8. AS 43.23.028(a) is amended to read:

(a) By October 1 o f each year, the commissioner shall give public notice of 

the value of each permanent fund dividend for that year and notice of the information 

required to be disclosed under (3) of this subsection. In addition, the stub attached to 

each individual dividend check and direct deposit advice must

(1) disclose the amount of each dividend attributable to [INCOME 

EARNED BY THE PERMANENT FUND FROM] deposits to that fund required 

under art. IX, sec. 15, Constitution of the State of Alaska;

(2) disclose the amount of each dividend attributable to [INCOME 

EARNED BY THE PERMANENT FUND FROM] appropriations to that fund and 

the amount of each dividend attributable to [FROM] amounts added to that fund 

before January 1, 2005, to offset the effects of inflation;

(3) disclose the amount by which each dividend has been reduced due 

to each appropriation from the dividend fund, including amounts to pa}' the costs of 

administering the dividend program and the hold harmless provisions of 

AS 43.23.075;

(4) include a statement that an individual is not eligible for a dividend

when

(A) during the qualifying year, the individual was convicted of

a felony;

(B) during al1 or part of the qualifying year, the individual was 

incarcerated as a result o f the conviction o f a

-5- C S H B  298(F1N)
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(i) felony; or

(ii) misdemeanor if  the individual has been convicted of 

a prior felony or two or more prior misdemeanors;

(5) include a statement that the legislative purpose for making 

individuals listed under (4) o f this subsection ineligible is to

(A) obtain reimbursement for some of the costs imposed on the 

state criminal justice system related to incarceration or probation o f those 

individuals;

(B) provide funds for services for and payments to crime

victims and for grants for the operation o f domestic violence and sexual assault 

programs;

(6) disclose the total amount that would have been paid during the 

previous fiscal year' to individuals who were ineligible to receive dividends under 

AS 43.23.005(d) if  they had been eligible;

(7) disclose the total amount appropriated for the current fiscal year 

under (b) o f this section for each of the funds and agencies listed in (b) o f this section.

* Sec. 9. AS 37.13.140, 37.13.145, and 37.13.300(c) are repealed.

* See. 10. The uncodified law o f the State o f Alaska is amended by adding a new section to 

read:

CONDITIONAL EFFECT. This Act takes effect only if  an amendment to art. IX, sec. 

15, Constitution of the State o f Alaska, relating to and limiting appropriations from the Alaska 

permanent fund based on an averaged percent o f the fund market value, is approved by the 

voters during the 2004 general election and takes effect.

* Sec. 11. If this Act takes effect under sec. 10 o f this Act, it takes effect on January 1.

2005.
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Permanent Fund Income D istributab le  to the State o f Alaska
S la t o d  In  T h o u s a n d s  

P icpa icd  March 2 . 2004  by RcpraaonlaUve Dan Opg's sta ll

Tho Loclslalura appropriated a  portion o( the Fund's statutory not incoma (or various purposas, Including Iho payment of dividends to qualified residents 
of lha S late of Alaska. In addition, tha Legislature appropriated a  portion of the Fund’s realized earning to fund various other agency activities.

Incomo distributable to the sla te  as of June 30 each year is sum m arized as follows:

Dividends

Appropriations lo Ihe Department of:
Corrections <fl
Hoallh and  Social Son/Ices
R evonuo1,1
Public Safety w
L egislature<a*

Administration n

I f  2003

•ill Iii:: • • j | • • j* | 
$ . 057,064.

$ 6,895
::: ;::||N!5.4b6;

=5,444

::- M 2 09= . :
462 

1.178 i

$

$

2002

897,453

4,258
13,008
5,245
5,380

462

; 2 2 0 1  >=7 

$ • 1,082,300

j

I i i  16,147: 

i:! i  5,376::.x.
. i n i #  64 

:

5

S

2000

1,142,148

2,929
17,518

4,985
4,871

i:;i i i 9 0 9 .  ;; 

$ 1,016,113

iiijHuiiy-jM&g:
I}:?'::?::J: IHrK

S 2,147 
.1 8 ,6 8 9  

4;703 
3,234

:::’ !: 

>!•:: I:;::.'!::

$

$

1908

863,982

1,047
19,101

5,577
2,904

: ■■ 1997 ’

i-f-i-u;::-;:-:::-:;;
717,835

:i ::::::: :: 
. : ■

$ 7  1.047 
2 i;ii93:•I::::;::.:::..-:.’.; ..

4 4 8 6
"2 ,1 1 9 ,

S

$

1096

613,343

B03
21,717

5,317
1,633

•>W:v:w :>Va
i i i  i i t §

T ola l'y - 

S 6 ,990 ,038

p  1

$ 22,741 
> ' :  ,143,079 
7  i f 4 1 ,046

M  •«!>:« :-rr: '■■■
2 9 ,726

0 0 0
^  1 ,1 7 8

Sub-Total to Ooparlmenls $ 03,594
"•'.iii:#:

$ 28,353 $ i  : • 30,301: $ 30,303 $ 28,863 $ 28,729 5 29,145 $ 29,470 $ 7,36,758

m m  n h
Tolal lo dividend fund $ 090,650 $ 325,808 $; : ; i , i  12,601

:: r-i::: j {{Si:: \ j V-,i*
s 1,172,451 $ 1,044,076 5 892,711 $  740,780 $ 642,813 S 7 ,2 2 8 ,7 9 6

: #  i i i i  ■:
■" t  ■

Olhor A genclos(0
f | # :

4,547 v  ̂ 3,043

: # i : i

2,780 3,015

- - ' '■ ■

494 1.748 3,414 . <19,841

'

Tolal 600,658 s 930,353 $ : 1,116,444: $ 1,175,231 $ 1,047,991 $ 893,205 S 748,528 s 646,227 S 7 ,7.48,637

Notes:
(1) Source of data Is the Perm anent Fund's Annual Reports
(2) Those departm ents rocolvo and expend Iho dividends of Incarcoralod Individuals as PF "felon funds" lo help offset Ihoir cost of Incarceration
(3) Tho PFO "Hold Harmloss" payments replace public assistance program bonefils when receiving the PFD causes Individuals to lose eligibility or lo have benofils reduced
(4) Tho PFD Division utilizes a portion of the total amount available for dividends for their operating costs
( 5 )  " F o lo n  fu n d s "  o r e  a p p r o p r i a t e d  lo  Ih e  le g i s la t u r e  l o  s u p p o r t  th o  O f f ic a  o f  V ic t im s ' R ig h t s
(6) "Felon funds* are approprialod lo Iho departm ent to support Iho Violent Crimes Compensation Board
(7) Amounts paid lo other Stale of Alaska agencies lor support of APFC operations, Including Dopl. of Revenue, Dept, ol Natural R esources, and Depi. of Law

- Boglnnlng in FY03, appropriations (or olher sta le agencies using APFC's budgol code will be reported with tolal APFC operating expenses, 
as a  reduction of APF revenues
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T o d a y ' s  S i t u a t i o n

P e r m a n e n t  F u n d  B a l a n c e

$26  billion
1

P O M V  o f  5 %

$ 1 .3  billion

$ 1 , 0 0 0  D i v i d e n d  C h e c k  G e n e r a l  G o v e r n m e n t

$650 million $650 million



A Looking Back
Excerpt from the 1976 Official Election Pamphlet , * ~  —

statement in Favor of Proposition No. 2 0L 1 9 / 0
Alaskans Should Strongly Support the Establishment of a

Permanent Fund

"Just as a wise and prudent family sets aside money in a savings account for the future, so should 
Alaska’s state government set aside a rainy day fund to benefit this and future generations of Alaskans. In
a “Permanent Fund” you— the voter—can prevent a major source o f income from being doled out for day-to-day 
needs or desires o f state government by placing up to 25% o f all revenue generated from non-rencwablc 
resources such as mineral leases, rentals, royalties and federal mineral revenue sharing payments and bonuses 
into such a fund.

In recent years the state legislature has been spending $2.00 for every $1.00 taken in. Authorities 
estimate that if the present rate o f spending continues, Alaska will require a budget in excess o f one billion 
dollars by or before 1980. Establishment of this “Permanent Fund” will provide for the use o f the principal for 
the income-producing investments only and provide a businesslike approach of permitting the State to meet 
countless community needs.

Today, as the result of anticipated oil and gas revenues, Alaska stands on the brink o f unprecedented 
propriety. No one, but no one, argues that these non-renewable resources will last but for a few decades. 
Similarly, no one should fail to recognize that in those years ahead the cost state government will continue to 
spiral upwards. Now is the time to ask ourselves the question: “When the oil and gas is depleted, where will 
the funds to feed our giant government come from?” The answer is: “The Permanent Fund”.

While it is to be hoped that such a fund may contribute to cutting cost or, at least, holding the hue on 
state spending, its major value would be that it would require our elected officials to pause, refi ,ct and 
research, any proposal before blindly authorizing expenditure of taxpayers monies. This Would provide 
needed time for the press and the public to also be aware o f the pending project and its merit, instead o f being 
out o f public view and hidden in the spending pattern o f normal day-to-day operations. Projects invested in with 
sources from the “Permanent Fund” could help broaden Alaska’s narrow ba' :d economy and bring more stability 
to our State.

We would caution the public that while a “Permanent Fund” could provide a tool for accomplishing 
real needs for community improvements, it will, in the final analysis, not replace our collective responsibility to 
elect state administrators and legislators who will use the same reason and restraint in spending the public money 
as they would their own funds.

Establishment of a “Permanent Fund” is an exciting concept and when approved and properly used can 
serve long and well the best public interest o f Alaskans.”

Alaska State Chamber of Commerce
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Session Contact:
State Capitol, Room 434 
Juneau, AK. 99801 
Phone(907)465-4949 
Fax (907) 465-4979
Staff Contact: Paulyn Swanson (907) 465-6820
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Sectional Analysis 
CSHB 298 (W&M)

HB 298 is effective only if a Percent o f Market Value (POMV) constitutional amendment is 
approved by the voters during the 2004 general election and takes effect. HB 298 provides 
conforming language to existing statute to accommodate changing the constitutional requirement 
that all income o f  the Permanent Fund be deposited into the general fund to the more limiting 
appropriation mechanism of “up to 5%” o f market value in the proposed POMV constitutional 
amendment and to recognize the merger o f the Earnings Reserve Fund into the Permanent Fund.

HB 298 also provides that the annual appropriation from the Permanent Fund under the POMV 
management structure be divided equally between paying individual dividends and public 
services.

Section 1: Amends the basis for the Alaska jury list to people applying for a Permanent Fund 
Dividend. Former language referenced applicants for a “distribution of Alaska Income.”

Section 2: Changes Legislative Budget and Audit Committee duties from making annual 
recommendations for investment policy for the “income” of the Permanent Fund to making 
annual recommendation for investment policy for the Pennanent Fund. This change is consistent 
with the merger o f the Earnings Reserve (income) Account into the Permanent Fund itself and 
with the general oversight responsibilities o f  the LB&A committee for the Permanent Fund and 
its operations.

Section 3(a): Provides that no appropriation shall be made from the Permanent Fund in excess of 
the average 10-ycar real rate of return. If the fund does not make a 5% real return over 10 years, 
the amount available for appropriation is reduced to that real return. This provision /ides a 
statutory framework for implementing the “up to 5%” provision in the proposed POMV 
constitutional amendment.

Committee Members:
Representative Ralph Samuels • Representative Vic Kohring • Representative Norman Rokcberg 

Representative Bruce Weyhrauch •Representative Peggy Wilson • Representative Dan Ogg 
Representative Max Gruenberg • Representative Carl Moses



Section 3(b): Provides that annual appropriations from the Permanent Fund be divided equally 
between paying individual dividends and public services.

Section 3(c): Defines the Index to be used in determining the Rate o f Inflation.

Section 4: The proposed POMV constitutional amendment allows appropriations based on the 
“market value” of the fund. This section provides a statutory mandate that “market value” be 
determined in accordance with generally accepted accounting principles.

Section 5: Eliminates the current statutory provision that any unexpended operating budget o f  
the Permanent Fund Coiporation be included in the determination of “income” of the fund for the 
calculation of income available for distribution. The determination of income available for 
distribution will no longer required under the proposed POMV constitutional amendment that 
bases the amount that can be distributed on market value. Accordingly, this provision is no 
longer relevant.

Section 6: The Permanent Fund Corporation manages the investment portfolio of the Mental 
Health Trust Authority. Current statute provides that the income from those funds be determined 
“in the same manner the corporation detennines the net income o f the Alaska Permanent Fund...” 
The Mental Health Trust Authority has previously adopted a POMV style management. This 
section provides a statutory mandate that the net income o f the Mental Health Trust fund be 
determined in accordance with generally accepted accounting principles. This is the same 
language that is being adopted for the Permanent Fund itself in Section 4.

Section 7: This section changes language in the existing Permanent Fund Dividend payment 
statutes to language that conforms to the proposed POMV methodology. This change has no 
substantive consequence on the current dividend payment statutes.

Section 8: This section changes language in the disclosures required on the payment stub for 
Permanent Fund Dividends to language that conforms to the proposed POMV methodology.
This change has no substantive consequence on the disclosures required.

Section 9: Repeals statute that will be superceded by operation o f the proposed POMV 
constitutional amendment. AS 37.13.140 defined income and net income of the Permanent Fund 
for purposes of making distributions. Under the proposed POMV constitutional amendment, 
distributions are based on Market Value not on income. AS 37.13.145 defined the disposition o f  
the income of the permanent fund including inflation proofing and transfers to the dividend 
account. Inflation proofing is inherent in the proposed POMV constitutional amendment and 
Section 3 of this legislation provides for transfers to the dividend account.

Section 10: Provides that Sections 3 ,4  and 6-9 of this Act takes effect only if a POMV 
amendment is approved by the voters during the 2004 general election and takes effect.

Section 11: Provides that subject to Section 10, the effective date o f this act will be January 1, 
2005.

Section 12: Provides that subject to Section 1,2, and 5 o f this take effective immediately.
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Alaska State Legislature

Session C ontact:
State Capitol, Room 434 
Juneau, AK. 99801 
Phone (907) 465-4949 
Fax (907) 465-4979
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Sponsor Statement and Sectional Analysis 
CSHB 298 (W&M) - Version \S

HB 298 is effective only if a Percent of Market Value (POMV) constitutional amendment is 
approved by the voters during the 2004 general election and takes effect. HB 298 provides 
conforming language to existing statute to accommodate changing the constitutional requirement 
that all income o f the Permanent Fund be deposited into the general fund to the more limiting 
appropriation mechanism of “up to 5%” o f market value in the proposed POMV constitutional 
amendment and to recognize the merger o f the Earnings Reserve Fund into the Permanent Fund.

HB 29S also provides that the annual appropriation from the Permanent Fund under the POMV 
management structure be divided equally between paying individual dividends and public 
sendees.

Section 1: Amends the basis for the Alaska jury list to people applying for a Permanent Fund 
Dividend. Former language referenced applicants for a “distribution o f Alaska Income.”

Section 2: Changes Legislative Budget and Audit Committee duties from making annual 
recommendations for investment policy for the “income” of the Permanent Fund to making 
annual recommendation for investment policy for the Permanent Fund. This change is consistent 
vvitu the merger of the Earnings Reserve (income) Account into the Permanent Fund itself and 
with the general oversight responsibilities o f the LB&A committee for the Permanent Fund and 
its operations.

Section 3(a): Provides that no appropriation shall be made from the Permanent Fund in excess of 
the average 10-year real rate o f return. If the fund does not make a 5% real return over 10 years, 
the amount available for appropriation is reduced to that real return. This provision provides a 
statutory framework for implementing the “up to 5%” provision in the proposed POMV 
constitutional amendment.

Committee Members:
Representative Ralph Samuels • Representative Vic Kohring • Representative Norman Rokeberg 

Representative Bruce Weyhrauch •Representative Peggy Wilson • Representative Dan Ogg 
Representative Max Gruenberg • Representative Carl Moses



Section 3(b); Provides that annual appropriations from the Permanent Fund be divided equally 
between paying individual dividends and public services.

Section 4: The proposed POM V constitutional amendment allows appropriations based on the 
“market value” o f the fund. This section provides a statutory mandate that “market value” be 
determined in accordance with generally accepted accounting principles.

Section 5: Eliminates the current statutory provision that any unexpended operating budget of 
the Permanent Fund Corporation be included in the determination o f “income” of the fund for the 
calculation o f income available for distribution. The determination o f income available for 
distribution will no lc iger required under the proposed POMV constitutional amendment that 
bases the amount that can be distributed on market value. Accordingly, this provision is no 
longer relevant.

Section 6: The Permanent Fund Corporation manages the investment portfolio of the Mental 
Health Trust Authority. Current statute provides that the income from those funds be determined 
“in the same manner the corporation determines the net income o f the Alaska Permanent Fund...” 
The Mental Health Trust Authority has previously adopted a POMV style management. This 
section provides a statutory mandate that the net income of the Mental Health Trust fund be 
determined in accordance with generally accepted accounting principles. This is the same 
language that is being adopted for the Permanent Fund itself in Section 4.

Section 7: This section changes language in the existing Permanent Fund Dividend payment 
statutes to language that conforms to the proposed POMV methodology. This change has no 
substantive consequence on the current dividend payment statutes.

Section S: This section changes language in the disclosures required on the payment stub for 
Permanent Fund Dividends to language that conforms to the proposed POMV methodology.
This change has no substantive consequence on the disclosures required.

Section 9: Repeals statute that will be superceded by operation o f the proposed POMV 
constitutional amendment. AS 37.13.140 defined income and net income o f the Permanent Fund 
for purposes o f making distributions. Under the proposed POMV constitutional amendment, 
distributions are based on Market Value not on income. AS 37.13.145 defined the disposition of 
the income of the permanent fund including inflation proofing and transfers to the dividend 
account. Inflation proofing is inherent in the proposed POMV constitutional amendment and 
Section 3 of this legislation provides for transfers lo the dividend account.

Section 10: Provides that this Act takes effect only if a POMV amendment is approved by the 
voters during the 2004 general election and lakes effect.

Section 11: Provides that. Subject to Section 10, the effective date o f this act will be January 1, 
2005.



A laska P erm a n en t  Fu n d  C o r po r a tio n

ANALYSIS OF HB 298(W fcM) " D "  VERSION

CURRENT STATUTES

Section 11 of the proposed bill includes the repeal
of the tw o statutory sections detailed below.

1) Fund Incom e A vailable for Appropriation

AS 37.13.140. N et incom e of the fund includes 
incom e of the earnings reserve account 
established under AS 37.13.145. Net incom e of 
the fund shall be com puted annually as of the 
last day o f the fiscal year in accordance w ith  
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 m ay not exceed net incom e of 
the fund for the fiscal year just ended plus the 
balance in the earnings reserve account 
described in AS 37.13.145.

(2) D istribution  of Incom e

AS 37.13.145. (a) Tire earnings reserve account 
is established 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. M oney in the account shall be 
invested in investm ents 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

PROPOSED STATUTES/CONSTITUTION

To replace the repealed statutes HB 29S 
proposes two new  statutory provisions (i.ems 
1 & 3 below ) and one n ew  subsection in the 
constitution (item 2 below).

(1) Fund V alue D eterm ination (Section 4)

Sec. 37.13.148. For the purposes of art. IX, sec. 
15(b), Constitution of the State of Alaska, the 
corporation shall determine the market value 
of the fund annually as of the close of 
business on June 30 in accordance w ith  
generally accepted accounting principles for 
the determination of fair value.

2) Fund value available for appropriation

HJR 26 w ould  amend the Permanent Fund 
provision in the Constitution (Article IX sec. 
15) by adding subsection (b) -  annual 
appropriations from the fund are limited to 
5% of 5 year-end averaged market value.

3) D istribution o f V alue (Section 3)

Sec. 37.13.143. A ppropriation from the fund. 
Appropriations by the legislature from the 
fund for a specific fiscal year are limited as 
follows:

(1) not more than 60 percent of the total 
am ount available for appropriation 
for that year under art. IX, sec. r5(b), 
Constitution of the State of Alaska, to 
the general fund;

(2) not more than 40 percent of the total 
am ount available for appropriation 
for that year under art. IX, sec. 15(b), 
Constitution of the State of Alaska, to 
the dividend fund established under 
\S  43.23.045.

i\C om m \Lt:R is\2003\F isca l No(es-DA\HB 29S Analysis Page 1 of 2 5/13/03



A laska  P erm an ent  Fund  C o r po r a t io n

ANALYSIS OF HB 298(W&M) “ D "  VERSION

CURRENT STATUTES

an am ount sufficient to offset the effect 
of inflation on principal o f the fund 
during that fiscal year. The corporation 
shall calculate the am ount to transfer to 
the principal under this subsection by

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

(2) com puting the percentage change 
between the first and second calendar 
year average; and

(3) applying that 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 m oney awarded in 
or received as a result of State v. 
Amerada Pless, et al., 1JU-77-847 Civ. 
(Superio: Court, First Judicial District), 
including '.ettlement. summary  
judgment, or adjustment to a royalty- 
in-kind contract that is tied to the 
outcom e of this case, or interest earned 
on the m oney, or on the earnings of the 
m oney shall be treated in the same 
manner as other incom e 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 permanent fund.

PROPQ JED STATUTES/CONSTITUTION

Note: Statutory inflation proofing [AS 
37.13.145(c) 1 - 3] is repealed. Inflation proofing  
under POMV (FIJR 26) w ould  be im plicit by 
lim iting annua1 expenditures to no more than 
5% of the fund value. To inflation proof the 
Fund no action w ou ld  be necessary by the 
APFC or the Legislature.
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