








TOUSE COMMITTEE REPOT

(11)
Date Referred to Committee: April 7, 2004 FURTHER REFERRALS:

Date of Committee Action:.
The FINANCE Committee considered: HIR 47

HOUSE JOINT RESOLUTION NO. 47 CONST. AM: PF APPROPS/INFLATION-PROOFING
Proposing amendments to the Constitution of the State of Alaska relating to the prlnu{)al of the Alaska permanent fund;
limiting appropriations from the Alaska permanent fund to amounts equal to that part of the market value of the fund that
exceeds theipryrﬂlpal based on an averaged percent of the fund market value; and permitting appropriations from the -
pgrmatnent uiiw  ly for costs of administering the fund, a program of dividend payments for state residents, and public
education.
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2004 LEGISLATIVE SESSION Bill Version: HJIR47
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected; 00G
Title Constitutional amendment relating to the RDU Elections

principal of the AK permanent fund limiting appropriations Component Elections

Sponsor House Finance Committee

Requester House Finance Component No. 2
Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise n 'ted below.

OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services

Travel

Contractual 1.5

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 1.5 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENJES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF 15

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)

TOTAL 15 0.0 0.0 0.0 0.0
Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor’s r i 2005 budget proposal:
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: {Attach a separate page if necessary)

FY 2010

0.0

0.0

This figure includes the cost of providing informatii  about this issue in the Official Election Pamphlet, as
required by AS 15.58. Ifthis measure requires the printing of an 8-1/2 by 18 inch ballot, the cost will

increase by $22,0.

Prepared by: Leonard G Jones Phone 465-3051
Division Division of Elections Date/Time 4/8/04 5:00 PM
Approved by.  Laura A Glaiser, Director Date 4/0/2004
Agency Office of the Lt Governor. Division of Elections
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2004 LEGISLATIVE SESSION Bill Version: HJR 47
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected: Revenue

Title Const. Am: PF Approps/Inflation-Proofing RDU AK Permanent Fund Corporation
Component AK Permanent Fund Corporation

Sponsor House Finance Committee

Requester House Finance Committee Component No. 109

Expenditures/Revenues (Thousands of Dollars)

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

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

HJR 47 would ask voters in the next general election whether to approve a constitutional amendment that
limits appropriations from the Alaska Permanent Fund to the lesser of 5% of the Fund's market value or
the market value of the Fund above principal. Principal is defined as 522,988,019,019.78 plus the deposits
and approprations made to the principal after June 30, 2003. HJR 47 would only allow appropriations from
the Fund for operating costs, dividends and education spending. HIJR 47 would not affect the budgeted
costs to manage and invest the Permanent Fund, nor would it change the amount of income earned b)
Permanent Fund investments.

See the attached schedule for financial projections of the Fund comparing the "Status Quo" to a 5% POMV
spending limit.

Prepared by:  Robert D. Storer, Executive Director Phone 465-2047
Division Alaska Permanent Fund Corporation Date/Tirne 4/12/2004
Approved by. Steve Porter Deputy Commissioner Date 4/12/2004

Agency Department of Revenue
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Status Quo
Contributions & appropriations (principal)
Unredlized appreciation/depreciation on assets
Realized eamings account ( REA, alter payouts)

Total merket value end of year (ifler payouts)
Total dividend appropriation
Trandfer status giro Inllallon-prodling (REA to Rinaipel)

POMV - 5% (beginning in FYO05)
Contributions & appropriations (principal)
Unrealized appreciation/depreciation on assets
Realized eamings account ( REA, after payouts)

Total market value end of year (after payouts)
Syear average market value lagged one year
Total available for appropriation

payout 50% lump sum dividend
payout S0%for government senices

Assumptions:

1 Bath scerarios show payouts niter Inflation

AlaRmaet FrdQpmein

Financial projection comparison of the Alaska Permanent Fund under
status quo versus POMV spending limit beginning in FYO5 (retaining

principal distinction).
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State Capitol, Juneau, Alaska 99801-1182

Sponsor Statement

House Joint Resolution 47

Proposing amendments to the Constitution ofthe State ofAlaska relating to the principal
ofthe Alaska permanentfund; limiting appropriationsfrom the Alaska permanentfund to
amounts equal to that part ofthe market value ofthefund that exceeds the principal
based on an average percent ofmarket value; and permitting appropriationsfrom the
permanentfund onlyfor costs ofadministering thefund, a program ofdividend payments
for state residents, and public education

HJR 47 proposes an amendment to the constitution that would create a modified Percent
of Market Value (POMV) endowment approach to managing the permanent fund.

The amendment would limit appropriations from the fund to up to 5% of the total market
value of the fund, averaged over a 5-year period. However, if there is not sufficient
market value above principal to payout the 5% calculation, the payout would be restricted
to the amount equal to that part of the market value of the fund that exceeds principal.

HJR 47 would piotect the principal of the permanent fund by defining the dollar amount,
down to the penny, as of June 30, 2003.

The principal will grow over time with the 25% mineral lease rentals, royalties, etc. that
will continue to be automatically deposited into it. Further, the principal could grow by
legislative appropriation.

HJR 47 limits appropriations from the payout to only being used for the following
purposes: 1) costs of administering the permanent fund, 2) dividends to state residents,

and 3) public education.

This modified POMYV approach with a 5% spending limit and protection of the principal
assures that over time, only real (net of inflation) income of the fund can be appropriated
and that the fund’s principal will not be touched.



ALASKA PERMANENT FUND

Balance Sheets

Unaudited
(millions o¢ dollars)

Assets _
Cash.and temporary investments
Receivables, prepaid expenses and other assets
Investments — N
Marketable debt securities
Preferred and common slock
Real estate

Alaska certificates of deposit
Total investments

TOTAL ASSETS

Liabilities
Accounts payable
Income distributable to the State of Alaska

TOTAL LIABILITIES

Fund Balances

Reserved — principal: o
Contributions and appropriations .~
Unrealized appreciation/depreciation on invested assets
Total reserved
Unreserved:
Realized earnings account

TOTAL FUND BALANCES
TOTAL LIABILITIES AND FUND BALANCES

S

February 29,
2002/

13149
464.7

9,242.2
15,8644
2,160.2
2024

21469.2
29,2488

12902
0.0
12902

231915
36786

268701

1,088.5
27,958.6

29,2488

June 30,
2003

637.8
3816

90821
12,7503
20511

19%.38

24,086.3
25105.7

2203
691.1

9114

22,988.0
11063

24,0043

100.0
241943
251057





