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SPONSOR STATEMENT

Senate B ill 88
A Po licy on General Fund Revenue S ho rtfa ll

Senate Bill 88 reads as follows: It is the policy of the State of Alaska that the amounts

appropriated equally from the Constitutional Budget Reserve fund ami the Earnings 

Reserve Account. These few words adopt a course of action that balances the state 
budget when a shortfall in general fund revenue exists.

• When needed, fills the potential fiscal gap in a way that minimizes 
the financial impact on Alaska families.

• When needed, provides a bridge over the gap between general 
fund expenditures and general fund revenues until our state's 
natural resources can be further developed.

• Doubles the life expectancy of the Constitutional Budget Reserve 
fund.

• May strengthen the Slate of Alaska bond rating and save millions 
of dollars on future bond offerings.

Senate Bill 88 affirms a policy of Ihe stale that provides fiscal certainly when Ihe 
general fund revenue is insufficient to fully fund the stale budget. Please join me 
in support of this legislation.

Senate Bill 88

I ’ l n i n l h  U c p i T s i ' i i t i i i ^  t in* ( i o h l c i i  H e n r i  o f  \ l n s k n



Things Can Change Quickly
•Ffli the lift't* ; i • '< • v :•

F Y 0 6  P r o p o s e d  G e n e r a l  F u n d  B u d g e t  *
t s o o

• Assumes ino G<Vs pftipas«d txx>/x plus S117 5 M lo i PER iV tnS  *  SOO M MjpploiTWrtal 
"  AssurnastX!nFii'l20<VtpfoduC1ionp'O|0nWinol 93?n»’U<yitia’rrt- ro'<lay
____________ Provxtcd by Gary Wilken



E ffe ct  on Alaska’s Permanent Fund Dividends
it I • i ̂ ■ M iu J*A'.Vk'l. /»! *V ’ i<t f T' ’ J .

Fiscal
Cop
(millions)

T ERA
Draw
(fr llior.t)

Fiscal Years Ahead

/ i ) 4 5 6 7 8 9 to

200 100 SO $7 $4 $7 $12 $19 $25 $»l $38 $44
300 150 SO $7 11 $11 $18 $27 S37 $4 7 $56 $16

400 200 so It $7 $14 $24 $36 S49 $62 S75* $08

500 250 so tJ »9 $18 $30 $45 S61 $77 $9) $110

600 JOO SO $4 i l l 171 $36 $54 S 73 $93 $112 $1)2

700 350 10 $4 $12 $75 $42 $63 $85 $108 $131 $154

too 400 $0 $5 $14 $78 $48 $77 $98 $123 $149 $176

900 450 *0 $6 >16 $37 $:4 S8I tno $139 $168 $199

1.000 500 *° : 16 $19 $35 $60 $90 $122 $10 7 $221.
s/«ow*i ,n  i »or »vk h tseal yoa r. totoi ol ooch iw  would tw iho cuntutai/vo oftoc* i*« (** %-n



Senate Bill 88
A Bridge to development

A  P o l i c y  o n  G e n e r a l  F u n d  

R e v e n u e  S h o r t f a l l

April 5, 2005 
www.akrepublicans.org/w ilken

http://www.akrepublicans.org/wilken


"It is the policy of the State of 
Alaska that the amounts necessary 

to cover a projected shortfall in 
general fund revenue during a 

fiscal year be appropriated equally 
from the Constitutional Budget 
Reserve fund and the Earnings 

Reserve Account."
AS 3 7 . 0 7 . 0 1 0  E x e c u t i v e  B u d g e t  A c t



(68% - 90% 
Oil and Gas 

Tax Revenue)

Source: Legislative Finance

F Y 0 6  O p e r a t i n g  &  C a p i t a l  B u d g e t s  -  $ 7 . 6  B i l l i o n
T r u s t /  

D e d ic a  te d  
$ 1 5 6  M 2 %S ta tu to r i ly  

R e s tr ic te d  
$ 7 4 4  M 1 0 %

O th e r  
U n re s tr ic te d  

$ 6 8  M 1 %

03 P e r m a n e n t  
Fu n d  

$ 1 .4 2  B 1 9 %

FY06 Budget as proposed by Governor Murkowski
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1 . . What’s the problem?

4 .0

3 . 5

3 . 0

2 . 5

2.0

1 . 5

1.0

0 . 5

o New General Fund Revenue 
■ General Fund Baseline 
□ General Fund Budget

Projected State Spending 
with a 2%  increase

$2.3 B. General Fund base budget with FY06 & FY07 PERS unfunded liability adjustments.

Source: Legislative Finance 
*

General Fund revenue can be less than 
General Fund expenditures.
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.. . and things can change quickly
v-

' "For'the ĉood. or for •• . *

FY06 Proposed General Fund Budget *

Unrestricted General Fund Revenue **

3 0 0 0  

2 5 0 0  

2000 

1 5 0 0  

1000 

5 0 0  

0

- 5 0 0  

-1 0 00 

- 1 5 0 0

* Assumes the Governor's proposed budget plus $117.5 million for FYOG PERS/TRS costs and $80 for new legislation/supplemental. 
** Includes revenues not directly affected by fluctuations In oil prices. Assumes DOR Fall 2004 production projection of .932 million 
barrels per day

\> ‘ * #

$41 $ 4 2  $ 4 3  S 4 4  $ 4 5  $ 4 6  $ 4 .  $ 4 6  S 4 9  $ $ 0

Dollars per Barrel of O i l-------------------------------------- ►

Source: Legislative Finance



and they have
ALASKA CONSTITUTION 

ARTICLE IX

Section 17. Budget Reserve Fund (a)
There is established as a separate fund in the 
State treasury the budget reserve fund.
Except for money deposited into the 
permanent fund under Section 15 of this 
article, all money received by the state after 
July 1, 1990, as a result of the termination, 
through settlement or otherwise, of an 
administrative proceeding or of litigation in a 
State or federal court involving mineral lease 
bonuses, rentals, royalties, royalty sale 
proceeds, federal mineral revenue sharing 
payments of bonuses, or involving taxes 
imposed on mineral income, production, or 
property, shall be deposited in the budget 
reserve fund.. . .  Money may be appropriated 
from the fund only as authorized under (b) or 
(c) of this section.

Voters approved amendment In 1990.

T h e  CBR h a s  b e e n  u se d  
to , f i l l  t h e  f is c a l  g a p  8
o u t  o f  12  y e a rs .  ••
' * ■

A p p r o x im a t e ly  $ 5 . 5 .  
b i l l io n  h a s  b e e n  
w i t h d r a w h .  .

T h e  s ta te  h a s  d e p o s i te d  
in to  t h e  CBR $ 5 .6  b i l l io n  
a n d  e a rn e d  $ 1 . 6  b i l l io n  
in in te r e s t .



d

. . .  for example
C B R  B a la n c e  a n d  D r a w s  f o r  F Y 9 4  -  F Y 0 5

I V } -  a n i l  D r a w s A v e r a g e  D r a w

I  M
FYOl FY02 FY03 FY04 FY05

Source: Legislative Finance

$4,000 

$3,500 

$3,000 |
o'

$2,500 ^

$2,000 q
o

$1,500

$1,000

$500

$-

cu“Iin

Draw 9  out of 1 2  years 
Current balance $2 . 1  B

Average draw $ 3 1 8  M



Alaska is a resource state
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. . .  a bridge is needed •
• From. Todau to Devetopfnei/tt

P o t e n t i a l  F u t u r e  O i l  a n d  G a s  R e v e n u e
Fall 2004 Revenue Forecast, FY06 Proposed General Fund Budget

General Fund Budget.

Unfilled Fiscal Gap

General Fund Revenue 
Fall 2004 Revenue Forecast

2 0 0 6  2 0 0 7  2 0 0 3  2 0 0 9  2 0 1 0  2 01 1  2 0 1 2  2 0 1 3  2 0 1 4  2 0 1 5  2 0 1 6

$2.3 B. General Fund base budget with FY06 & FY07 PERS unfunded liability adjustments. Base is inflated by 2% .

Source: Office of Management and Budget



Several Pots of Money
Reduce State Spending 
(Save a $, Earn a $)

Income Tax EH 
($600 M) .[*)

Corporation Tax 
($50-$100 M)

P e r m a n e n t  

F u n d  E a r n i n g s

. „ „ .. .. . Other Revenue
$ 2 ■ 1  B realized t v j t  (Tobacco Tax, Alcohol Tax, 

_  ■ * Fisheries Tax, Car Rental
n i r l y S  Tax, Studded Tire Fee, etc.)

(After PFDs and Inflation rtf'
Proofing) d r

Sales T2fx 
($200-$300 M)

Alaska-Perm Fund FinanciatProjections 
» December, 2004 CBR 

($2.1 B)
(Constitutional Budget Reserve)
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General Fund Budget

P o t e n t i a l  F u t u r e  O i l  a n d  G a s  R e v e n u e
Fall 2004 Revenue Forecast, FY06 Proposed General Fund Budget

4,000

□  B a s e l i n e  G F  ■  N P R A  □  C e n t r a l  N o r t h  S l o p e  □  B e a u f o r t  S e a  ■  A N W R  ■  B r i s t o l  B a y / O t h e r  □  G a s  L i n e  i f  C B R
3,500

3,000

2,500

2,000

1,500

1,000 General Fund Revenue 
Fall 2004 Revenue Forecast

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

$2.3 B. General Fund base budget with FY06 & FY07 PERS unfunded liability adjustments. Base is inflated by 2% .



. . .  so what i f . •.

The Legislature splits the 
future fiscal gaps with 
equal contributions from 
the Constitutional Budget 
Reserve and the Earnings 
Reserve Account?

(SB 8 8 )
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. . .  and we build a bridge

P o t e n t i a l  F u t u r e  O i l  a n d  G a s  R e v e n u e
Fall 2004 Revenue Forecast, FY06 Proposed General Fund Budget

General Fund Budget^

General Fund Revenue 
Fall 2004 Revenue Forecast

2 0 0 6  200 7  2008 2 009 2 010 ^.011 2 012 ..013 2014 2 0 1 5  201 6

$2.3 B. General Fund base budget with FY06 & FY07 PERS unfunded liability adjustments. Base is inflated by 2% .

Source: Legislative Finance and OMB (Based on Fall 2004 Revenue Forecast)



. . ,  but can we?
An Alaskan's 

Guide to the Permanent Fund

The Fund would help create an 
investment base to continually generate 
future income. When oil ran out, Alaska 
would still have a major source of state 
revenues. Alaskans could use these 
revenues to pay the costs of basic 
government services, or for whatever 
purposes future generations of Alaskans 
decided.

Each year, the Fund would channel a 
significant portion of the oil revenues 
away from the legislature. Less state 
income reduces the opportunity for 
excessive state spending.

The Fund would transform non-renewable 
oil wealth into a renewable source of 
wealth for future generations of Alaskans.

Alaska Permanent Fund Corporation 
9th Edition, 1998, Pages 1 & 2

y e s ,  W e  C & iA , !  ! ! ! !

T h e  E a rn in g s  R ese rve  
A c c o u n t ,  a re s u l t  o f  * 
w ise  in v e s tm e n t  o f  o u r  
P e rm a n e n t  Fund , has 
bejen a n d 1 s t i l l  is > 
a v a i la b le  to  th e  
le g is la tu re  b y  a s im p le  
m a jb r i t y  v o te  o f  2 1 -1 1 .



PF financiaf projections say ..
FUND

rrrgmctvm n*

ALASKA PERMANENT FUND 
FINANCIAL HISTDRY & PROJECTIONS

a* *r Decombar  31.2 t0 4
i am\ m«t mrm t̂mmd or wîrmt/vn lS >i r»ec»n) 

*A » o fO t* c  3004. s le lu to ry  net 
Incom e is  trend ing  lo  an d  the

f is c a l y e a r moro than 7V>  
boloar ih e  m id ca se

_9>_

Appro- 1 
prtatlona

lirtrrwd l urid llalencr - Principal
FY-End 
(U U n ct 

Conlrtht/tlon*

23,526

18.51/19.00170.01421.04721.48427.028
74,845
74.847

I'lirru n n l Fuml llilinrr D4* 1/1 button* of _ Statutory Hal Incoma Inflation Proofing
Rt*IJifU Lsminui Auvunt 

Hfi FYEnd ChanQ#_____ Ralanee5.521 788 1.349 1.389788 3 1.701 2.590473 3 387 7.972888 4 13481 7.3A4407 5 1 1.2481 1,128357 0 II 033) 100170 0 739 859«74 0 347 1,701
_i4S3]_ 2.562

Cumulative foul* Prol for 2005-7015

73.578 21 4/074.853 71 33873,881 73 71274.801 747 7,87*0 78 / A78 84 3 78 / i f79831 >330 449 37 ▼ tZ *31.719 3437 179 3733.9 30 »V. 193̂

% FY 7005 5 ?t)\X FY 7005 -0 14%d FY 7005 *  7.81%X FY 7005 15 36%X FY 7005 20 50%I V 7008 7015 »

Total Ndum • tnAalloo*! trial

27,215 2.0484.<87 5.789 2,190 7.778 7.457 2,578 7.701 7.874 7.977 7.114 2.282 3.417
79.001 27,737 17.375 R.7M 7,074

I n c o m e *  y n a r - l o - i i a t o  u s  o f  O c c o m b e r  3 1 ,  V 0 C 4

L Y f iS  a t a u i id r v  n t t  Jn c tT in *  
irtto resl d iv id e n d * , re e l e s ta te  & o ther in co m e  
M ea 'u ed  g*»<na o n  the  e a le  o f invented  m e t *
I  o n  op erating  s ip e n M *

Sta tu to ry  ne t inco m e

Bta tu lo ry  n e t  in co m e  $ 6 0 1 6
Adri/Slm ao* Hk  u n re a ii/e  I gem e ( le a se s )

o n  in v e ste d  a * iH »  1 .5  7 1 p
A o co un4 ng  n e l incom e t 'o a s l 1 ?  P M  /

Note* lo financial results and projections FY77 - F YI5:
p' SpnoaJ general f j» d  end earnings res.«rve eppmpriehent to principal rn * .v t, c*.n emenj nam-ng* tran 'tn irrd  in (vw o fu i f w  A*. J 7  1J  t4%d) •  >>) other 

mccot'/sneous a ftvopriatons lo principal 1,4 Tinal ndMSl'TMiri to pnrtopol bated  on ro co 'K .A jlon  of f . l j l«  c l  Ar v A rru rartj iler.n e l a> royalty <s»ur 
m I YQT F*mi.ii<» l b  100 tun&lnrrod $J54  «  n»'ii 89m rn*u/n j i i0"w>gt e .u n ju l *0 i * r i 'J |u l
i« trf-n.iin n i  7d 1 c)e8nrs the F Y 03  special AC'pn*>n.v»-n o< 1 V A  a*, fro  I  *04  mflafon prpoV'g and afp/rfirue** rr>e mrr/i'nrig l t / U r n i« n  ne*-v»i to fully 

v i4alon j *%x r  rortnFvt-om end optaopc.rirv's in I YOt An adctioruil 1 1 *. m-aon in ind le/rent ea/nmg* (rim ing -. ,»r. -v* infi.tuxi) <4 »»*• I M|4»nf.fA< per AS 37 1!l 145<<3)
a  Statutory .nfa*r.n  prcwf.ngtor F  *04 u f a w d M  me rnfUncn rate n t2 2 8 %  iv  1524 mia&n (1354 m a*v* cr*- m M e n  PHV.8ng t4u* J U 0  m aon f y .U  npproprijfenn)

Account ng ru t trvxxno is  t U i j t . . r  ro f mct-mn |4u» mn iwrl change m t#nm4L/od g«*nv (lo vv rt) and so*nom« nf »rj»n*vyi Ste'uto-y ne l 'rcome 1*  m a i/cd  
nam ing* levs stfll«»m»n| end .» „*«d lo r a L u U 'c  dm annual d vb o M j Pam  Sir

,r* Teta* Fund equa's l- 'd  t u '- V K a p jt  reab /e l varnmgs eonouni
*  Clate»l on 2»»4 Ceiian cvip.ei m a n e l j t t i i i rp tc v  c and 0 i.vtge ole>3r«cted ruium * U i .e l  nn the probate »r o l !*>« ie lu 'n  opkxmiev

PERFORMANCE QUMMAfTY(l>wtlmln«ry e« 11I (ki.tmlnr S 1. 3004) CurrentMonth I eat 3 Monihe Flacal 0 V-T-O 0
Calendar O V-T-D 0

Leat 17Month* Leal 3 Veare Last 8 VeareAlaaKe CO* 0 18% 0 48% 0 85% 4  ̂ KR% I ITR% 1 87% 3.12%Oorneedc Flaed Income 0 84% 1,01% 4.18% • 4 37% • 4 27% • 11% 7 66%Non-Oomeellc Fliad Inco'tw 1.73% 6 74% 10 89% 0 • 99% 0 9 99% 12*8% 8 09%Oomeatlc Eqtiftiee 3 87% 10 50% r 87% • 17 12% 0 12.12*4. 8.18% -0 68%Non-Oorneetlc Cqulllee 4 26% 14 64% 15 22% • 17 81% » 17 81% 11 *5% -O 74%Reel Palate 3 03% 8 87% 14 12% e 20 74% 0 20 74% 16 87% 14 47%Abeolule Return 74/A 1 60%Total Fund JD % ■ 66% tJOVT* j i .39% d _m * % 133% 4 14%
tmsl r utMt 8uurii M»»< 1<mui 7 875 7 eo*. 0 rex 1 1 MS r » 84S e rs*. 1 9 I*.

A i r  r r n i/ »  In lU r m e r r a n  m v w  apfte  w rv

December 31, 2004



Our Permanent Fund^and our
2 5 %  Oil 
Revenues
(b'xcept NPR-

Dividends

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

PRINCIPAL
Protected by the Constitution 

Value = $27 .2 Billion
( P L U S  $ 2 .6  U n r e a l iz e d  G a in s )

E A R N I N G S  R E S E R V E  A C C ' l

Value = $3 .3 Billion
( A v a i la b le  to  t h e  L e g is la t u r e  b y  M a jo r i t y  V o te )

Other 
$2.1 B

Special 
Deposits



Alaska’s Crown Jewels '$
♦ * * * ,0*

. . .  T h e '  C o n s t i t u t i o n a l  B u d g e t  R e s e r v e  f u i A , d  c n /v d  '

i t h e  E f l m m g s  R e s e r v e  A c e ^ u i ^ t . . .  •

O n ly  le g is la tu r e  in A m e r ic a  d e c id in g  h o w  
to  m a n a g e  $ 3 1  b i l l io n  f o r  6 5 0 ,0 0 0  p e o p le

E v e ry  m in u te ,  e v e r y  h o u r ,  e v e r y  d a y ,  t h e  
w o r ld  h e lp s  b u i ld  A la s k a  b y

%. • Investing in corporate America
• Investing in America's society
• Investing in America's .future

T h e  CBR a n d  t h e  ERA f o r m  th e  a b u t m e n t  
to  o u r  B r id g e  to  D e v e lo p m e n t  ,



* •> '

.. but what about my check
H o w  m u c h  L e s s  I s  m y  P F L  I f  t h e  L e g t - s t a t u r e ^  d r a w s  • *  

. $ 2 5 0  M  f r o m  t h e  E R A  e a c h  y e c r r ?

Fiscal
Gap

(millions)

ERA
Draw

(millions)

F is c a l Y e a rs  A h e a d

1 2 3 4 5 6 7 8 9 JO

200 100 $0 $2 $4 $7 $12 $18 $25 $31 $38 $44

300
"

150 $0 $2 $5 $11 $18 $27 $37 $47 $56 $66

400 200 $0 $3 $7 $14 $24 $36 $49 $62 $75 $88

500 250 $0 $3 $9 $18 $30 $45 $61 $77 $93 $110

600 300 $0 $4 $11 $21 $36 $54 $73 $93 $112 $132

700 350 $0 $4 $12 $25 $42 53 $85 $108 $131 $154

800 400 $0 $5 $14 $28 $48 $72 $98 $123 $149 $176

900 450 $0 $6 $16 $32 $54 $81 $110 $139 $168 $199

1,000 500 $0 $6 $18 $35 $60 $90 $122 $154 $187 $221

Source: Legislative Finance (Based on 7.0% rate of return, Perm Fund Financial Projections, Dec. 31, 2004) 
Differences shown are for eacn Fiscal year; total of each row would be the cumulative effect per person.
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. . .  how doqs this compare to * 
status quo?.

$ 2 , 5 0 0

$ 2 ,0 0 0

$ 1 , 5 0 0

$ 1 ,0 0 0

$ 5 0 0

H o w  m u c h  l e s s  i s  m y  P F D  i f  t h e  L e g i s l a t u r e  d r a w s  

$ 2 5 0  M  f r o m  t h e  E R A  e v e r y  y e a r  f o r  1 0  y e a r s ?

□  D i v i d e n d  C h e c k :  N o  C B R /E I ^ A  d r a w D i v i d e n d  C h e c k :  $ 2 5 0  M . C B R /E R A  d r a w

F Y 0 6 F Y 0 7  F V 0 8  F Y 0 9  F V 1 0  F Y 1 1 F V 1 2 F Y 1 3  F Y 1 4  F Y 1 5

Source: Legislative Finance (The PFD amounts are rounded to the nearest $10.00)

A n s w e r :  I n  f i v e  y e a r s ,  i t ' s  3 0  l e s s .  I n  t e n  y e a r s ,  i t s  $ 1 1 0  l e s s .



• <• •

What does this realtymean?
< ' | ’ ̂  1 I

W h a t  w i l l  I  g i v e  u p  I f  t h e  S a r w l w g s .  T z e s e r v e  A c c o u n t
* » •

.  I s  r e d u c e d  b y  4 2 - 5 0  M  e a c h  y e a r  f o r  t e w  y e a r s ?

iYear One

1 / f t
j  F

A l m o s t .  N o tW o A Q

Year Two
?CftPPji.CCJNOL
m s E S
•■yPT.TTE

O v ^ t  L a t t e

Year Three
m
‘ Sa?V

V -  hVJ|:

oiA^e. M o v i e

Year Four Year Five

I I  *

Year Ten
t  & ££^}% Ss . I

A i  a r : * t  T l z ^ a A W om fli/V s H a i r c u t ' A F Cl 1A/C I/* 2 0
o

IX l/U 'L g i ' - f o r  3
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• . . .  let’s compare alternative 
revenue sources.

I n c o m e  T a x  

R a i s e  $ 2 5 0  M i l l i o n  

C o s t  $ 1 , 0 0 0Married, Two Children c o s t  $ 1 , 0 0 0

($57,tJD0 Adj. Gross Income) 
Source: Department of Revenue

i F ?
, S a l e s  T a x  

R a i s e  $ 2 5 0  M i l l i o n  

C o s t  $ 9 5 0Married, Two Children C o s t  $ 9 5 0

($57,000 Adj. Gross Income) 
Source: Department of Revenue (2.75% Sales Tax)

Married, Two Children

Source: Legislative Finance

E a r n i n g s  R e s e r v e  

R a i s e  $ 2 5 0  M i l l i o n  

C o s t  $ 1 2
(Slide 18)

* U n d e r  t h e  B r id g e  to  D e v e lo p m e n t  P lan (S B  8 8 ) ,  
a l l  A la s k a n s  s h a re  in t h e  P o w e r  o f  E a rn in g s .

Information is based on the second year of implementation.
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. . .  let’s use only when needed

- S e n a te  B il l 8 8  d e m a n d s  s p e n d in g  
' . a c c o u n ta b i l i t y  b e c a u s e  . . .

i . . • .  ̂*
* ( 1 )  t h e  E a rn in g s  R e s e rv e  A c c o u n t  is 

Nihe p e o p le 's  m o n e y  a n d

( 2 )  e a c h  le g is la to r  m u s t  a n s w e r  to  t h e  
p u b l ic  o n  h o w  m u c h  w a s  s p e n t  
f r o m  th e  E a rn in g s  R e s e rv e  to  fu n d  
s ta te  s e rv ic e s .



. .. and to summarize
✓  * ( .  • '  .

The % r i d Q t  t o  tw elop m t u i t  PUha,
Bridges the State of Alaska revenue needs until development can occur ,
Recognizes Alaska's natural resource potential and opportunity for jobs

stfiiv Recognizes the power of the Earnings Reserve - the crowiA,jewel o f  a fiscal plan,

vSte ■ Establishes accountability by forming a investment partnership with all voters



. . .  and . . .  %
When needed, minimizes the financial impact 
on Alaska families . '

Doubles the life of the CBR
i Strengthens,the Alaska's bond rating and 

saves millions of dollars

Provides Alaska with a stable and dependable 
long term fiscal plan

i «

Thank You!
Gary Wilken, Prime Sponsor . . 2

Senate Bill 88 
www.akrepublicans.org/wilken

http://www.akrepublicans.org/wilken


4

1i r z  x :  m  r . 5wfl - '■&
• ,>jp- - - i j e  ir-t • "  •
tv . •• • - .n e ':  -  s . Hf

2 G e n e r a l  F u n d Baseline G F  Revenue 2986 2,301 1,987 1,701 1,616 1,589 1,603 1,549 1,475 1.416 1,349
3 New G F  Revenue 0 0 0 0 0 7 50 732 1,467 1,710 1,970
4 GF Budflot (2,330 (2.494 (2,686 (2.719 (2.773 (2.529 (2.885 (7.g.-.3 (3,002;I (3,062;} (3,123)
5 GF Supplemental (100 (50 (50 (50 (50 (50 (50 . _ !«-’ (5°:I . .. , . . f , 1 (50)
6 F isca l (Gap.VSurplui 566 (244 (728 11,068 (1,206 (1,763 (1.282 (712 d o , I 14 146
7 Draw from ERA 0 122 364 534 604 641 641 356 55 0 0
8 Draw from CBR (555 122 364 534 604 641 641 356 55 1 (146)
9 Fiscal Gap After CBR  Drew 0 0 0 0 0 0 0 0 0 0 0

10 C B R  F u n d
11 ■•ginning C M  ba lance 2,0*4 2,768 2,784 2,6*0 2,146 1,6/23 1,078 488 166 108 128
12 Settlements 20 19 9 0 0 0 0 0 0 0 0
13 Earnings 118 130 131 120 101 77 51 23 7 5 6
14 CBR (On w)/Payback 555 (122 (364 (534 (604 (641) (641) (356 (55) 14 146
15 End ing  C M  balance 2,788 2,788 2,680 2,146 1,643 1,079 489 16* 108 128 280
16 P e r m a n e n t  F u n d
17 M arke t V a lu e  - B e g in  B e l 27,400 29,318 31,047 32,429 33,481 34,460 36,468 36,622 37,896 39,624 41,487
18 P r in c ip a l'B e g in  Bel 23,626 24,(70 28,68* 26,710 27,681 28,164 21,674 30,713 31,774 32,(56 33,860
19 Dedicated Revenue 476 356 312 245 231 230 231 224 215 206 195
20 Other/Special Appropriations 27 21 23 24 26 28 30 32 34 37 39
21 Inflation Proofing 641 651 677 701 726 752 778 805 833 861 669
22 Prin c ipa l - E nd ing  Bel 24,870 25,(88 28,710 27,611 28,664 28,674 30,713 31,774 32,656 33,860 35,0(3

23
Accumulated Unrealized 
Gain(Loss) 2,562 2,742 2,933 3,132 3,338 3,550 3,769 3,994 4,229 4,474 4,732

24 Reserved - End ing  Bal 27.232 21,440 28,143 30,113 32,002 33,224 34412 35,761 37,015 31,434 38,814
25
26 ERA  B eg in Bal 859 2,084 2,*07 2,716 2,668 2448 2,244 2,040 2,126 2,538 3,053
27 Realized Gain(Loss) 2,474 1,968 2,106 2,197 2,268 2,333 2,402 2,473 2.V 2,682 2,606
28 Information*! only Income Available lor Dlstnbutron 1.217 1,383 1,771 2,158 2,317 2,287 2,374 2,451 7 ~ , 1 6 2,715
29 Transfer lo  Dividend Fund (60S) (691) (885) (1,079) (1.158) (1.144) (1.187) (1.264) (1.308) (1.358)
30 Inflation Proofing/S pecial/Other (641) (651) (677) (701) (726) (752) (776) (805) >'■$ m m (889)
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32 Draw (or Fiscal Gap 0 (122) (364) (634) (604) (641) (641) (356) (55) 0 0
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50-50 Modal
(millions) FY05 FY06 FY07 FY08 FY09 FY.O FY11 FY12 FY13 FY14 FY15

1 Q tn fil  Inputs: Budnet Growth Rate 00% 2.0% 2.0% 20% 20% 2.0% 2.0% 2.0% 20% 20% 2.0%
2 Inflation Rato 2.5% 26% 2.6% 2.6% 26% 26% 2.6% 26% 26% 2.6% 2 6%
3 CBR Earnings Rato 4.7% 47% 4 7% 4.7% 4 7% 4.7% 4.7% 4.7% 4.7% 47% 4.7%
4 DOR-r-t n :ixu foment Baseline GC Revenue 2.986 2,301 1,987 1,701 1,616 1,589 1,603 1,549 1,475 1,416 1,349
5 OMB Resource Development 0 0 0 0 0 7 50 732 1,467 1,710 1,970
6
7 APFC Projection Inputt: Statutory Net Income 2.474 1,588 2,114 2,231 2,340 2,451 2,570 2,694 2,822 2,956 3,094
8 (tCdata nWi APFC mM) trm vtti•) Principal Ending) Balance 24,653 25,681 20 691 27,660 28.643 29,651 30.689 31.749 32.829 33,930 35,051
9 L.**«l updAl* - Jmj«Y 31, 2005 MV Endmq Balance 29,316 31,172 32.927 34,546 36,186 37.949 39.785 41,690 43,668 45.719 47,846

10 ERA End ing Balance 2,084 2,732 3,284 3,732 4,176 4,708 5,271 5,871 6,510 7,189 7.911
11 Accumulated Unrealised 2,562 2,742 2,934 3,130 3.348 3,571 3.805 4,051 4.309 4,579 4,863
12 Dedicated Revenue 476 356 312 245 231 230 231 224 215 206 195
13 Other/Special 27 21 23 24 26 28 30 32 34 37 39
14 Dividend Transfer 608 690 885 1,082 1 170 1,168 1,229 1,290 1.352 1,417 1,484
15 Inflation Proofing 641 651 676 701 726 751 777 804 832 859 888

50 50 Model.Jan 31 Update x)s JtfCtUtU* /IA4MW Vll *** 7:48 AM - 2/18/2005



A la s k a  P e rm a n e n t F u n d  C o rp o ra t io n
801 W est 10th Street, Suite 302 Juneau, A K  99801 

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

MEMORANDUM
T O : Senator W ilken

F R O M : Chris P h illips
D irec to r o f  Finance
Alaska Permanent Fund Corporation

D A T E : M a rc h  2, 2005

S U B JE C T : SB 88 financia l analysis

Per your request, we have reviewed your presentation materials fo r SB 88. usmg financial 
analysis prepared by Leg is la tive  Finance. W e focused our review  on how SB 88 w ou ld  
affect the A laska Permanent Fund’s annual d istribution , particu la rly  the annual per 
person d iv idend projection.

S pec ifica ll), we reviewed several scenarios o f constant payouts o f  between $100 m illio n  
and $500 m illio n  annually, which w ou ld  be drawn from  the accumulated realized 
earnings account each year, after paying the d ividend and in fla tion  p roo fing  the principal 
o f the Fund. The projected d iv idend differences outlined on slides 18 and 19 o f your 
attached presentation are reasonable given the median case realized return assumptions 
fo r the Fund. Due to rounding, our numbers may d iffe r  s lig h tly  from  Legis la tive Finance 
in  any one year; however, we believe these differences are im m ateria l.

Under SB 8S, the resulting difference in the d ividend check using an annual draw to fund 
the fiscal gap is jm a ll early on. For example, i f  $250 m illio n  (less than 1 % o f  the Fund’ s 
total value) is removed from  the accumulated realized earnings account each year, the 
dividend is affected on ly  by the lack o f earnings power o f the amount w ithdraw n. G iven 
the five  year average in the camings form ula  fo r the d iv idend outlined in statute, it  takes 
several years fo r the impact o f  annual draws to noticeably affect the per person d iv idend 
check.

I f  you have a further questions you w ou ld  like  us to address, please feel free to contact 
us.

Attachment: PowerPoint slides

cc: Rob Carpenter, Legislative Finance
Laura Achec, APFC

l:CoiiuiiutilcatUms/lcgilalaturr/24‘* l*glslalure/SH88/Wilkeiu memo J_2jOS.doc



S E N A T E  C O M M I T T E E  R E P O R T

F i r s t  C o m m i t U  3  o f  R e f e r r a l

FURTHER:

IO DATE TURNED / . ^
IN TO OFFICE: 3 / ^ 1 ^

DATE: 2/2/05

Date of 5-Day Notice:
(in accordance with Uniform Rule 23)

State Affairs Committee considered SENATE BILL NO. 88

SB 88 POLICY ON GENERAL FUND REVENUE SHORTFALL

"An Act relating to the policy of the state regarding t le source of funding used to cover a shortfall in general 
fund revenue."

and recommends:

] be replaced with 

] adopt previous _

] attached amendment(s)

] adopt Letter of Intent by 

] further referral to _____

NEW FISCAL NOTE(S):

CS

CS

Committee

Committee

Senate Bill:
[ ] Same Title 
[ ] New Title

House Bill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

SCR #____

PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Indet. Zero FN#

l / onCiMi c 1

Department Date Fiscal Indet. Zero FN#

[ ] A P P R O P R IA T IO N  - n o  f i s c a l  n o t e




