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Alaska State Legislature

Sectional Analysis 
CSHB 298(FIN) am

I-IB 29S is e ffec tiv e  on ly  i f  a P ercen t o f  M arke t V alue (P O M V ) constitu tional am endm en t is app roved  by 
the voters d u rin g  the  2004  general e lection  and  takes effec t. S ections 1 and 2 o f  the b ill are considered  to 
be  housekeep ing  m easures and w ould  take e ffec t im m ediately .

H B  298 p ro v id es  con fo rm ing  language to ex isting  sta tu te  to accom m odate  chang ing  the constitu tional 
requ irem en t th a t all incom e o f  the P erm anen t Fund be deposited  into the general fund to  the m ore 
lim iting  ap p ro p ria tio n  m echanism  o f  “ up to 5 % ” o f  m arket value in the p roposed  PO M V  constitu tional 
am endm ent and  to  recogn ize  the m erger o f  the E arnings R eserve  Fund into the Perm anen t Fund.

H B  298 a lso  p rov ides how  the  annual appropria tion  from  the Perm anent Fund u n d er the PO M V  
m anagem ent s tru c tu re  m ay be d iv ided  am ong individual d iv idends, p u b lic  education  and  com m unities.

S ection  1: A m en d s the basis  for the A laska  ju ry  list to  peo p le  app ly ing  for a P erm anen t Fund D iv idend . 
F o rm er language re fe ren ced  app lican ts for a “d istribu tion  o f  A laska Incom e.”

Section  2: C h an g es L eg isla tive B udget and A ud it C om m ittee  duties from  m aking  annual 
recom m endations fo r investm en t po licy  for the “ incom e” o f  the P erm anen t F und  to m aking annual 
recom m endation  fo r  investm ent po licy  for the Perm anen t Fund. T h is change is consisten t w ith  the 
m erger o f  the E arn in g s  R eserve (incom e) A ccoun t into the P erm anent Fund its e lf  and  w ith  the general 
oversigh t re sp o n sib ilitie s  o f  the LB & A  com m ittee  for the P erm anent Fund and  its operations.

S ection  3(a): P ro v id es  that no appropria tion  shall be m ade from  the P erm anen t Fund in excess o f  the 
average 10-year real ra te  of return . I f  the fund does no t m ake a 5%  real re tu rn  over 10 years, the am oun t 
availab le  for ap p ro p ria tio n  is reduced  to that real return . T h is  provision  p rov ides a sta tu to ry  fram ew ork  
for im plem enting  the “ up to  5 % " provision in the p roposed  PO M V  constitu tional am endm ent.

S ection  3(b): P ro v id es  au thorization  for app rop ria tions from  the fund to cover co rpo ra tion  costs 
associa ted  w ith  o p e ra tin g  \n d  investing the fund.

C om m ittee M em bers:
R ep resen ta tiv e  R alp h  Sam uels •  R epresentative V ic K o h rin g  •  R epresen ta tive  N orm an R okcbcrg  

R ep resen ta tiv e  B ruce W cyhrauch •R epresen ta tive  Peggy W ilson •  R ep resen ta tive  Dan Ogg 
R epresen tative M ax G ruenberg  •  R epresen ta tive  C arl M oses



Section  3(c): P rov ides how  the annual appropria tion  from  the P erm anen t Fund m ay be d iv ided  am ong 
ind iv idual d iv idends, pub lic  education  and com m unities.

S ection  3(d): P rov ides tim efram e for transfer o f  m oney  appropria ted  from  the fund.

S ection  3(e): D efin es  the Index to be used in determ ining  the R ate o f  Inflation.

S ection  4: T he p roposed  P O M V  constitu tional am endm ent allow s app rop ria tions b ased  on the “m arket 
value” o f  the fund. T h is sec tion  prov ides a sta tu to ry  m andate  that “m arket va lu e” be determ ined  in 
acco rdance  w ith  genera lly  accep ted  accoun ting  princip les.

S ection  5: P rov ides tha t the co rp o ra tio n ’s operating  budget be included in the s ta te ’s opera tin g  budget. 
E lim inates the cu rren t s ta tu to ry  prov ision  that any  unexpended  opera ting  budget o f  the P erm anen t Fund 
C orpora tion  be  inc luded  in  the determ ination  o f  “ incom e” o f  the fund for the ca lcu la tion  o f  incom e 
availab le  for d istribu tion . T h e  determ ination  o f  incom e availab le  for d istribu tion  w ill no longer be 
requ ired  under the p roposed  PO M V  constitu tional am endm en t that bases  the am ount that can be 
d istribu ted  on m arket value.

S ection  6: T h e  P erm anen t Fund C o ipo ra tio n  m anages the investm ent po rtfo lio  o f  the  M enta l H ealth  
T ru s t A uthority . C u rren t s ta tu te  prov ides that the incom e from  those funds be de te rm ined  “ in the sam e 
m anner the co rp o ra tio n  de te rm ines the net incom e o f  the A laska P erm anen t F u n d ...” T h e  M ental H ealth  
T ru st A u tho rity  has p rev io u sly  adop ted  a PO M V  style m anagem ent. T h is  section  p ro v id es  a sta tu tory  
m andate  tha t the  n e t incom e o f  the  M ental H ealth  T ru st fund be determ ined  in acco rd an ce  w ith  generally  
accep ted  acco u n tin g  p rinc ip les. T h is  is the sam e language that is be ing  adop ted  for the Perm anen t Fund 
its e lf  in S ection  4.

S ection  7: T h is  sec tion  changes language in the ex isting  Perm anent Fund D iv idend  paym en t sta tu tes to 
language tha t con fo rm s to the proposed  PO M V  m ethodology. T his change has no  substan tive  
consequence  on  the cu rren t d iv idend  paym ent statutes.

Section  8: T h is sec tio n  changes language in the d isc losures requ ired  on the  paym ent stub  for Perm anent 
Fund D iv id en d s to  language that conform s to  the p roposed  PO M V  m ethodology. T h is  ch an g e  has no 
substan tive  consequence  on the d isclosures required.

S ection  9: R epea ls s ta tu te  that w ill be superceded  by opera tion  o f  the p roposed  PO M V  constitu tional 
am endm ent. A S 37 ,13 .140  defined  incom e and net incom e o f  the Perm anen t Fund for pu rposes o f  
m aking  d istribu tions. U nder the p roposed  PO M V  constitu tional am endm ent, d is tribu tions arc based on 
M arket V alue  not on incom e. AS 37.13.145 defined the d isposition  o f  the incom e o f  the perm anent fund 
inc lud ing  in fla tion  p ro o fin g  and  transfers to the d iv idend  account. In fla tion  proofing  is inheren t in the 
p roposed  P O M V  con stitu tio n a l am endm ent and  Section  3 o f  th is legislation prov ides for transfe rs to the 
d iv idend  accoun t.

Section  10: P rov ides that th is  A ct takes e ffec t only i f  a PO M V  am endm ent is approved  by  the voters 
d u ring  the 2004  general e lec tion  ana takes effect.

S ection  11: P rov ides that su b jec t to Section  10, the e ffec tive  date o f  th is ac t w ill be  Jan u ary  1, 2005. 

S ection  12: P rov ides that su b jec t to Section  1 and 2 o f  this take effective im m ediately .



Financial pro jection of the Alaska Permanent Fund under a POMV spend ing  limit 
and payouts designated in H ouse  Bill 298, beginning in FY05.
$ m illions ( e x c e p t p e r  p e r so n  d iv id en d )

A la s k a  P e r m a n e n t  F u n d  Corporation

POMV - 5 %  (beginning in FY05)

FYC5 FY 06 FY 07 FY 08 FY 09 FY 10 FY11 FY 12 FY 13 FY 14 FY 15

C o n t r ib u t io n s  & a p p r o p r i a t i o n s  (p r in c ip a l) 2 3 ,8 4 4 2 4 ,1 3 5 2 4 ,3 7 0 2 4 ,5 9 5 2 4 ,8 1 9 2 5 ,0 4 2 2 5 ,2 6 3 2 5 ,4 7 5 2 5 ,6 8 3 2 5 ,8 7 8 2 6 ,0 6 6

U n re a l iz e d  a p p r e c i a t i o n /d e p r e c i a t i o n  o n  a s s e t s 3 ,4 6 7 3 ,5 1 5 3 ,4 3 7 3 ,5 9 5 3 ,5 9 0 3 ,801 3 ,8 1 4 4 ,0 5 7 4 ,0 7 2 4 ,3 3 3 4 ,5 6 7
R e a l iz e d  e a r n i n g s  a c c o u n t  (a f to r  p  iy o u t s ) 1 ,864 2 ,6 7 7 3 ,641 4 ,371 5 ,2 5 4 5 ,941 6 ,8 4 6 7 ,5 5 0 8 ,5 0 4 9 ,2 4 2 1 0 ,0 3 4

T o ta l m a r k e t  v a lu e  e n d  o f  y e a r  ( a f te r  p a y o u ts ) 2 9 ,1 7 5 3 0 ,3 2 7 3 1 ,4 4 7 32 ,561 3 3 ,6 3 3 3 4 ,7 8 4 3 5 ,9 2 3 3 7 ,0 8 2 3 8 ,2 5 8 3 9 ,4 5 2 4 0 ,6 6 6

5  y e a r  a v e r a g e  m a r k e t  v a lu e  l a g g e d  o n e 2 6 ,3 2 3 2 6 ,8 7 5 2 8 ,0 1 5 2 9 ,6 8 4 3 1 ,5 0 7 3 2 ,8 1 4 3 3 ,9 9 9 3 5 ,1 8 8 3 6 ,3 8 5 3 7 ,5 9 0 3 8 ,8 0 7

T o ta l  a v a i la b le  f o r  a p p r o p r ia t io n 1 ,3 1 6 1 ,3 4 4 1,401 1 ,4 8 4 1 ,6 7 5 1,641 1 ,7 0 0 1 ,759 1 ,819 1 ,879 1 ,9 4 0
A P F C  m a n a g e m e n t  c o s t s 4 3 4 4 4 5 4 7 4 8 50 51 53 54 56 57

P a y o u t  a f t e r  A P F C  c o s t s :  
p a y o u t  50 %  lu m p  s u m  d iv id e n d 6 3 7 6 5 0 67 8 7 1 9 7 6 4 7 9 6 82 4 85 3 8 8 3 91 2 941

p a y o u t  4 5 %  f o r  p u b l ic  e d u c a t io n 5 7 3 5 8 5 6 1 0 647 6 8 8 7 1 6 7 4 2 7 6 8 7 9 5 821 8 4 7
p a y o u t  5 %  fo r  m u n ic ip a l  d iv id e n d 64 65 6 8 72 7 6 80 82 85 8 8 91 94

P e r  p e r s o n  d iv id e n d  $ 1 ,0 1 0 S 1 ,0 3 0 $ 1 ,070 5 1 ,1 3 0 $ 1 , 2 0 0 S 1 ,2 4 0 S 1 ,2 8 0 S 1 ,320 $  1 ,3 6 0 $ 1 ,400 $ 1 ,4 4 0
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