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Bill Version:
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R e v e n u e
A K  P e r m a n e n t  F u n d  C o r p o r a t i o n  
A K  P e r m a n e n t  F u n d  C o r p o r a t i o n

S p o n s o r
R e q u e s t e r

R u l e s
G o v e r n o r  M u r k o w s k i

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

Component No. 

(Thousands of Dollars)

1 0 9

N o t e :  A m o u n t s  d o  n o t  i n c l u d e  i n f l a t i o n  u n l e s s  o t h e r w i s e  n o t e d  b e l o w .
O P E R A T I N G  E X P E N D I T U R E S F Y  2 0 0 5 F Y  2 0 0 6 F Y  2 0 0 7 F Y  2 0 0 P F Y  2 0 0 9 F Y  2 0 1 0
P e r s o n a l  S e r v i c e s
T r a v e l
C o n t r a c t u a l
S u p p l i e s
E q u i p m e n t
L a n d  & S t r u c t u r e s
G r a n t s  &  C l a i m s
M i s c e l l a n e o u s

T O T A L  O P E R A T I N G 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0
C A P I T A L  E X P E N D I T U R E S  j |
C H A N G E  I N R E V E N U E S  ( )
F U N D  S O U R C E ( T h o u s a n d s o f  D o l l a r s )
1 0 0 2  F e d e r a l  R e c e i p t s
1 0 0 3  G F  M a t c h
1 0 0 4  G F
1 0 0 5  G F / P r o g r a m  R e c e i p t s
1 0 3 7  G F / M e n t a l  H e a l t h
O t h e r  (Specify T y p e -D o  not  abbreviate)
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P O S I T I O N S
F u l l - t i m e
P a r t - t i m e
T e m p o r a r y

A N A L Y S I S :  (Attach a separate page  if necessary)
This resolution would ask voters in the next geneial election whether to approve a constitutional 
amendment that would limit annual appropriations to no more than 5% of the average year-end market 
value of the Fund for the preceeding five years.

This resolution would not affect the budgeted costs to manage and invest the Permanent Fund, nor would 
it change the amount of income earned by Permanent Fund investments.

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

P r o p a r e d  b y  R o b e r t  D  S t o r e r .  E x e c u t i v e  D i r e c t o r  P n o n o  4 6 5 - 2 0 4 7
D i v i s i o n  A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n "  “  D a t e / T i m o  6 / 1 9 / 2 0 0 4  /  t 1  4 3  0 0  A M
A p p r o v e d  b y  S t e v e  P o r t e r .  D e p u t y  C o m m i s s i o n e r ________________________________________  D a t e  6 / 1 9 / 2 0 0 4
A g e n c y  D e p a r t m e n t  o t  R e v e n u e ______________________________________________
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Alaska Permanent Fund Corporation
Financia l p ro jection  com parison o f the A laska Perm anent Fund under FN #2 
cu rren t s ta tu tes versus POMV 5% lum p sum payout, m edian case. A ll 
do lla rs  in m illio n s  except per person d iv idend.

SJR  101

FY05 FYOG
Current S tatutes

FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15

Contributions & appropriations (principal) 24,452 25,383 2G.278 27,189 28,120 29,077 30,053 31,049 32.0G1 33,090 34,139
Unroalizod appreciation/doproclation on assots 1.C83 1,913 2,1G0 2,425 2,702 2,993 3,304 3,524 3.9G5 4,317 4,684

Realized oarnlngs account ( REA, attar payouts) 1,297 1,879 2,375 2,778 3,185 3,617 4,074 4,568 5,092 5,658 6,263
Total market valuo end of yoar(aftor payouts) 27,433 29,176 30,814 32,393 34,007 35,688 37,431 39,241 41,118 43,065 45,087

Total lump sum dividend appropriation 512 576 750 924 1,002 1,058 1,114 1,170 1,228 1,288 1,350
Per person dividend under current statute S 790 $ 890 $ 1,160 5 1,420 $ 1,530 $ 1,600 S 1,670 S 1,740 S 1,810 $ 1 ,8 8 0  $ 1,950

Transfer status quo Inflation-proofing (REA to Principal) 620 G43 666 689 713 737 762 787 812 839 065

FY05-FY15
Totals

45,087

10,972
16,440

8.132

FY05 FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15
POMV - 5% (beginn ing in FY05)

Contributions & appropriations (principal) 23 ,840  24 ,120 24 .358 24 .580 24 ,800 25.021 25 ,237 25 ,447 25 ,648 25,841 26 .026
Unroalizod appreciation/depreciation on assots 1.683 1.892 2 ,103 2 ,322 2 ,548 2.781 3 ,026 3,274 3,532 3 ,793 4 ,059

Roallzod earnings account ( REA, aftor payouts) 1.173 1,687 2 ,243 2 ,809 3.3B2 3 ,965 4,561 5 ,179 5,811 6 ,465 7 ,139
Total market value ond of year (after payouts) 26.695 27,707 28,703 29,712 30.730 31,768 32,824 33,900 34,991 36,099 37,224

5 year average markot value lagged one year 25,851 25,902 26,508 27,614 28,846 30,012 31,066 32,140 33,234 34,344 35,472

1,293 1.295 1.325 1,381 1,442 1,501 1,553 1,607 1,662 1,717 1,774
Total 5 % lump sum average markot valuo avallablo

for appropriation

FY05-FY15
Totals

37,224

16,549

Assumptions:
Cal lan A ssoc ia te s  2004  Capital Market A ssum p t ion s ,  APFC 2004  a sse t  a l location , Spr ing 2004  revonuo fo rocast ,  f inancia l s ta tements through 
06/30/03 All payou ts are a ssumed  to happen at f is ca l  yoa r  ond. al l  d o l la r  v a lu e *  In m il l ions .
POMV payou t a s sum es  ca lcu lat ion m e thodo logy  is 5%  o f  tho end ing  market  va lue (pro payou t )  fo r tho fi rst fivo o f  Iho Ias i s is  f isca l yoar* .

» ^  t ' . e l f . * *  i isetvi  v i t  c i  n  n  h*  n m 18 If All. I ’ll JOdl, !•*! I F |<C I. 11 01 t tOt 3



Alaska Perm anent Fund Corporation
801 West 10'1' Street, Suite 302 Juneau, A K  99801 

Tel: (907) 465-2047 Fax: (907) 586-2057

Sectional A nalysis  of V. 0168

Overview
The Resolution proposes changes to the Alaska Constitution Article IX, Section 15,
which governs the Alaska Permanent Fund.

Summary of Changes
1) Page 1, line 9. Adds a reference to the new subparagraph (b) being added to 

the constitution.

2) Page 1, line 10. Removes the words “the principal of which" from tine 
constitution. This change removes the distinction between the principal and 
the earnings reserve. The Fund becomes one pool of money versus two.

2) Page 1, lines 12 & 13. Deletes the guidance for where income of the Fund 
should be deposited. The intent is for all income to remain in the Fund until 
appropriated by the Legislature.

4) Page 2, lines 1 -3 . Adds a new  subparagraph (b) that establishes an annual 
payout limit of 5% of the total market value of the Fund. Tne market value 
will be based on a five-year average. This is to protect the Fund from  
inflation and preserve the real value over the long term. Additionally, this 
provision allows the legislature and the administration to know one year in 
advance tine amount available for appropriation.

5) Page 2, lines 6 - 9. Adds a transitional provision that makes clear the balance 
in the Fund's earnings reserve remains in the Permanent Fund. Some have 
argued that the earnings reserve belongs in the General Fund.

6) Page 2, lines 1 0 -1 2 . Static that the changes first apply to appropriations for 
fiscal year 2006.

7) Page 2, lines 1 3 -1 5 . States that the amendments will be placed before tho 
voters at the next general election.

lO ic l  li t re  am i t\jic electronic f i le [x u h j



E x a m p l e s  o f  c o m m u n i t y  d i v i d e n d  d i s t r i b u t i o n :

B a sed  on  a proposed scen ario  by DCED to d istribu te 5%
■ $ 2 5 ,0 0 0  to each  u n in corp orated  com m u n ity
■ $ 5 0 ,0 0 0  to each  city p lu s  $ 8 5 .0 0  per resident
■ $ 2 5 0 ,0 0 0  to each  b orou gh  p lu s  $ 8 5 .0 0  per resid en t liv ing o u ts id e  o f city  

bou n daries

S o u th e a s t
K etchikan city and borough - $ 1 .4  m illion
W rangell - $ 2 3 0 ,0 0 0
Coffm an Cove - $ 6 3 ,8 8 9
Cordova - $ 2 5 2 ,1 0 0
T en akee Springs - $ 5 9 ,0 0 0

N orthw est
Kaktovik - $ 7 5 ,1 3 6
N om e - $ 3 4 3 ,7 9 0
K otzebue - $ 3 1 2 ,0 9 0
B u ck lan d  - $ 8 4 ,9 3 0
S a in t M aiy’s  - $ 9 9 ,8 5 0
NW Arctic B orou gh  - $ 3 1 2 ,8 9 0
N orthSlope B orou gh  - $ 2 7 3 ,9 4 0

Interior
Fort Y ukon - $ 9 8 ,9 0 0  
G alen a  - $ 1 1 5 ,0 0 0  
M cG rath - $ 8 5 ,3 0 0  
H oly C ross - $ 6 7 ,8 0 0  
D elta  J u n ctio n  - $ 1 3 3 ,8 0 0

F airb an ks
F a irb an k s NS B orough - $ 4 .6  m illion  
City o f F airbanks - $ 2 .6  m illion  
D en a li B orough - $ 3 6 2 ,6 4 0  
North Pole - $ 1 9 0 ,2 5 0

M at-S u  B orough - $ 4 .8  m illion  
Palm er - $ 5 1 6 ,0 0 0  
W asilla  - $ 6 2 2 ,1 6 0  
H ou ston  - $ 1 6 4 ,1 0 0

A nchorage - $ 2 3 .6  m illion

K enai P en in su la
K enai P en in su la  B orough - $ 2 .9  m illion
W hittier - $ 6 5 ,1 7 0
City o f  Kenai - $ 6 5 7 ,1 0 0
S o ld o tn a  - $ 3 9 5 ,9 0 0
Homer - $466,910
K ach em ak  - $ 9 0 ,3 0 0
Sew ard  - $ 2 8 2 ,9 0 0
S cld ovia  - $ 7 5 ,6 0 0

Kodiak
K odiak Island  B orough - $ 8 3 7 ,4 0 0  
K odiak City - $ 5 7 3 ,0 0 0

Sec: ht t p- / /  w w w .d ced .sta tc .n k .u s/P O M V

ls l2 .2 -lo

http://www.dced.statc.nk.us/POMV




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

A Fund overview 

and discussion of P O M V

A C C O U N T A B I L I T Y !  i
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" T o  b e n e f i t  a l l  g e n e r a t i o n s . . . "

A S  3 7 . 1 3 . 0 2 0  ( 1 )

. . . t h e  F u n d  s h o u l d  p r o v i d e  

a  m e a n s  o f  c o n s e r v i n g  a  p o r t i o n  

o f  t h e  s t a t e ' s  r e v e n u e  f r o m  m i n e r a l  r e s o u r c e s  

t o  b e n e f i t  a l l  g e n e r a t i o n s  o f  A l a s k a n s .

! A C C O U N T A B I L I T Y  2
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P e r m a n e n t  F u n d  m a r k e t  v a l u e
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F u n d ' s  h i s t o r i c a l  a s s e t  a l l o c a t i o n

1 0 0 %

80%

60% -

40% -

2 0 %
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Fixed Income

73 80 82 84 86 88 90

Fiscal years

A C C O U N T A B I L I T Y

TO AIASKAN5, FOR AlASKANS



POMV is a spending  lim it fo r th e  P erm anen t Fund.

Under POMV, no m ore  than  five  p e rcen t o f th e  
Fund's m arket va lue  m ay be w ith d ra w n  ea ch  

year.

Under th e  cu rren t system , all realized earn ings 
are available fo r spend ing  from  th e  Fund.

A C C O U N T A B I L I T Y  s

10 AlASKANS. fOR AtAbKANS
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S |  I n f l a t i o n  P r o o f i n g

F Y 9 4  t o  F Y 0 3  F Y 0 5  t o  F Y 1 4

To ta l return  7 .8 %  7 .6 %

Infla tion  rate 2 .5 %  2 .6 %

Real rate o f return  5 .3 %  5 .0 %

I f  n o  m o r e  t h a n  5 %  i s  w i t h d r a w n  f r o m  t h e  F u n d  e a c h  

y e a r ,  t h e  g a i n s  t h a t  r e s u l t  f r o m  i n f l a t i o n  w i l l  r e m a i n  i n  

t h e  F u n d .  T h i s  w i l l  p r e s e r v e  t h e  F u n d ' s  p u r c h a s i n g  

p o w e r  f o r  f u t u r e  g e n e r a t i o n s .

A C C O U N T A B I L I T Y  «

TO AlASKANS,  FOR AlASKANS



f J Q  R e a l i z e d  i n c o m e  v. m a r k e t  v a l u e
\ /  -«/

Volatility
Realized income vs. market value
(percent change in value from year lo year)

I A n n u a l  m a r k e l  v a l u e  
I R e a l i z e d  i n c o m e  - s l a l u s  q u o

Periods ending June 30

ACCOUNTABILITY
1 0  AlASKANS,  fOR AlASKANS



•  O v e r s p e n d i n g  i n  g o o d  y e a r s  m e a n s  t h e r e  w i l l  b e  n o  

c u s h i o n  f o r  d o w n  y e a r s ,  a n d  f u n d s  m a y  n o t  b e  a v a i l a b l e  

f o r  d i s t r i b u t i o n .

•  O v e r s p e n d i n g  i n  t h e  p r e s e n t  d e c r e a s e s  a  f u n d ' s  b e n e f i t  

t o  f u t u r e  g e n e r a t i o n s .

•  O v e r s p e n d i n g  c a n  c a u s e  r e c i p i e n t s  t o  b e c o m e  

d e p e n d a n t  o n  a n  i n f l a t e d  i n c o m e  s t r e a m .  T h i s  w i l l  c a u s e  

h a r d  d e c i s i o n s  i n  t h e  d o w n  y e a r s ,  w h e n  i n c o m e  i s n ' t  a s  

h i g h .

A C C O U N T A B I L I T Y  e
TO AlASKANS,  fOR AlASKANS



T h e  d a n g e r s  o f  o v e r s p e n d i n g

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

I iscnl yoais

Assumption: June 30, 2000 all available earnings arc paid out, total Fund value 
equals principal, all realized earnings are paid out in distributions and inflation 
proofing when possible. fACCOUNTABILITY

1 0  AlASKANS.  TOP AlASKANS



W h o  u s e s  P O M V ?

•  A n c h o r a g e ,  F a i r b a n k s ,  N o r t h  S l o p e  B o r o u g h  a n d  S i t k a  

r e s i d e n t s  v o t e d  t o  u s e  P O M V  f o r  m u n i c i p a l  t r u s t  

a c c o u n t s .

•  P r i v a t e  f o u n d a t i o n s  s u c h  a s  t h e  R a s m u s o n  F o u n d a t i o n  

a n d  t h e  F o r d  F o u n d a t i o n  a r e  r e q u i r e d  b y  t h e  I R S  t o  p a y  

o u t  a t  l e a s t  5 %  o f  t h e i r  m a r k e t  v a l u e .

•  8 3 %  o f  c o l l e g e s  a n d  u n i v e r s i t i e s  p o l l e d  b y  t h e  N a t i o n a l  

A s s o c i a t i o n  o f  C o l l e g e  a n d  U n i v e r s i t y  B u s i n e s s  O f f i c e r s  

u s e  s o m e  f o r m  o f  a  P O M V  p a y o u t  m e t h o d .

A C C O U N T A B I L I T Y 10
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f i El W h y  d o  w e  n e e d  P O M V ?
 __

F o r  t h e  p r e s e n t

• E n s u r e  t h e  o p t i o n  o f  a n  a n n u a l  p a y o u t

• M a k e  p a y o u t  a m o u n t s  m o r e  s t a b l e  f r o m  y e a r  t o  y e a r

• M a k e  p a y o u t  m e t h o d  c o m p a t i b l e  w i t h  i n v e s t m e n t  s t r a t e g y

F o r  t h e  f u t u r e

• P r e v e n t  o v e r s p e n d i n g  i n  t h e  g o o d  y e a r s  

• M a i n t a i n  p u r c h a s i n g  p o w e r  f o r  t h e  e n t i r e  F u n d

i A C C O U N T A B I L I T Y  j u

1 0  AlASKANS. I OR AlASKANS



W h a t  a r e  A l a s k a n s  a s k i n g ?

W i l l  t h i s  c h a n g e  l e a v e  t h e  p r i n c i p a l  

u n p r o t e c t e d ?

H o w  w i l l  P O M V  a f f e c t  m y  d i v i d e n d ?

•  I s  P O M V  a  r a i d  o n  t h e  P e r m a n e n t  

F u n d ?

•  W h y  f i x  t h e  P e r m a n e n t  F u n d  i f  i t  i s n ' t  

b r o k e n ?
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TO AlASKANS, FOP. AlASKANS



F r a n k  H . M u rk o w s k i 
G o v e r n o r

COVER NOR® GOV. STATE AK.US
S t a t e  o f  A l a s k a

P  O  D O *  I 1 0 0 0 1 
J U N C A U .  A l a s k a  9 9 B I  1 0 0 0 1  

1 9 0 7 )  4 6 5  3 0 0 0  
F a x  ( 9 0 7 )  4 6 5  3 5 3 2  

W W W  G O V . S T A T E  , A K .U S

O F F I C E  O F  T H E  G O V E R N O R  
J U N E A U

Ju n e 21 , 2004

The Honorable Gene Thcrriault 
President of the Senate  
Alaska Sta'e Legislature 
State Capiiol, Room 111 

Jun eau , AK 99801-1182

Dear President Thcrriault:

Under the authority of article III, section 18, of the Alaska Constitution, I am  
transm itting a joint resolution proposing am endm ents to the Alaska Constitution  
relating to and limiting appropriations from the Alaska Permanent Fund based on an  
averaged Percent of Market Value (POMV) approach. The question presented to 
legislators by the joint resolution is w hether to allow A laskans to decide if 
m anagem ent of the Alaska Permanent Fund should be modernized to a POMV 
approach. The POMV approach lim its annual spending to five percent of the Alaska 
Permanent Fund's market value.

If adopted by the voters, the constitutional am endm ents in this joint resolution  
would change the way in which am ounts available for appropriation from the Alaska 
Permanent Fund arc determined. The joint resolution contains the same provisions as  
CS House Joint Resolution 26(FIN), which passed  the House of Representatives during 
the second session of this Legislature. Under the provisions of th is joint resolution, 
the Legislature could appropriate an am ount that would not exceed five percent of the 
averaged market values of the Alaska Perm anent Fund for the first five of the six fiscal 
years immediately preceding the fiscal year in which the m oney is appropriated. The 
provisions do not allocate the am ount available for appropriation for a specific

I remain convinced that Alaskans expect u s  to resolve the state’s long-term  
fiscal problem this year. This resolution is an important part of what m ust be a bi- 
partisian solution to the sta te’s fiscal gap.

I urge your prompt and favorable action on this m easure.

purpose.

Sincerely vours,

Governor

C O M M I T T E E  C O P Y




