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TO: Senator Gene Therriault, Chair
Senate State Affairs Committee

FROM: Senator Gary Wilken

DATE: February 9, 2005

RE: Senate Bill 88 - A I’olicv on General Fund Revenue Shortfall

I respectfully request that Senate Bill 88, A Policy on Gcncnil I'mitl Revenue 
Sliortfnll, be scheduled for a hearing before the Senate State Allairs C ommiltee.

Senate Bill 88 states that "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."

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

Thank you for vour cooperation and assistance in scheduling a hearing.
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S P O N S O R  S T A T E M E N T

Senate Bill 88 
A Policy on General Fund Revenue Shortfall

Senate Bill 88 reads as follows: // is I he policy of the State of Alaska that the amounts 
necessary to eover a projected shortfall in general fund revenue during a fiscal pear he 
appropriated equally from the Constitutional Budget Reserve fund and the Burnings 
Reserve Account. These few words adopt a course of action that balances the stale 
budget when a shortfall in general fund revenue exists.

Senate Bill 88

• 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.

• Mav strengthen the State of Alaska bond rating and save millions 
of dollars on future bond offerings.

Senate Bill 88 affirms a policy of the state that provides fiscal certainty vvl mi the 
general fund revenue is insufficient to fullv fund the state budget. Please join me 
in support of this legislation.

I’m u rih  Keprexeiiling (In* <inldcn H eart »f \la.ska
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S h o rt T itle: POLICY ON GENERAL FUND REVENUE SHORTFALL
S um m ary :

■ Affirms in the Executive Budget Act section o f our sta te’s statute that "it is the 
policy o f  the Slate o f  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.”

B enefits:
■ When needed, tills 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 sta te 's  natural resources can be further 
developed.

■ May strengthen the Stale o f  Alaska bond rating and save m illions o f  dollars on 
future bond offerings.

* Doubles the life expectancy o f the Constitutional Budget Reserve fund.

B ackground :
• The annual revenue generated from taxes and royalties levied on and collected 

from the petroleum industry varies directly with the price o f oil and the am ount o f 
oil produced in the state. Because o f  this uncertainty, the state will face recurring 
shortfalls in general fund revenue. Senate Bill 88 adopts a state policy that sets in 
motion a method to balance the state budget when a shortfall in general fund 
revenue exists.

A l a s k a  S t a t e  L e g i s l a t u r e

Fact Sheet Revision Date Friday, February 11, 2005 11 42 AM

http://www.akrepublicans.org




" I t  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 37 .0 7 .0 1 0 Executive Budget Act



m oblem
FY06 Opera ting  & Capita l Budgets - $ 7 .6  B illion

S t a t u t o r i l y  
R e s t r i c t e d  

$ 7 4 4  M 1 0 %

O t h e r  
U n r e s t r i c t e d  

$ 6 8  M 1 %

F Y 0 6  B u d g e t  a s  p r o p o s e d  b y  G o v e r n o r  M u r k o w s k i

Source: Legislative Finance
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■ New G eneral Fund R evenue
■ G eneral Fund B aseline  
□ G eneral Fund B udget

P ro jected  S ta te  S pend ing  
w ith a 2%  Increase



FY06 Proposed General Fund Budget *3 5 0 0

Assumes the Governor's proposed budget plus $117.5 million for FY06 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



A L A S K A  C O N S T I T U T I O N  
A R T I C L E  I X

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.

The CBR has been used 
to fill the fiscal gap 8 
out of 12 years.
Approximately $5.5 
billion has been
- * • vir ' . »

withdrawn.
„■. * . '

The state has deposited / 
into the CBR $5.6 billion 
and earned $1.6 billion 
in interest, ... •

. r
6
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CBR End ing B a lance D raw s ♦ - A ve ra g e D ra w
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, S o u r c e :  L e g is la t iv e  F in a n c e
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$ 1 , 0 0 0

$ 5 0 0

$ -

Current balance $2.1 B
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Rnera! Fund Budget

4 0 0 0
□ Baseline GF s NPRA a Central North Slope a Beaufort Sea ■ ANWR ■ Bristol Bay/Other ■ Gas Line

3500

3000

2500
Unfilled Fiscal Gap

2 0 0 0

1 5 0 0

General Fund Revenue 
II 2004 Revenue Forecast

1 0 0 0
Fall

5 0 0 m.

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%.

Source: Office.of Management and Budget

Po ten tia l Fu tu re  Oil and  Gas Revenue
Fall 2004 Revenue Forecast, FY06 Proposed Genera l Fund Budge t



Reduce State Spending 
(Save a $, Earn a $)

Income Tax 
($600 M)

Permanent Fund 
Earnings

Corporation Tax 
($50-$10Q M)

Other Revenue
(Tobacco Tax, Alcohol Tax, 

Fisheries Tax, Car Rental 
Tax, Studded Tire Fee, etc.)

$2*1 B re a lized  
ea rn ing s

' <7

\  (A f te r  PFD s a f id  I n f la t io n
P ro o f in g )  J ?

Alaska Perm Fund(Financial Projections 
■* December, 2004 W 'Sales Tax 

($200-$30,0 M)
(Constitutional Budget Reserve)
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G eneral Fund B udget

Po ten tia l Fu tu re  Oil and Gas Revenue
Fall 2004 Revenue Forecast, FY06 Proposed Genera l Fund Budge t

j
□ Baseline GF ■  NPRA a Central North Slope □ Beaufort Sea ■ ANWR ■ Bristol Bay/Other ■ Gas Line «CBR

|
... -- ---

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%.

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



The Legislature splits the 
future fiscal gaps with 
equal contributions from 
the Constitutional Budget 
Reserve and the Earnings 
Reserve Account?
: (SB 88) /
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S o u r c e :  L e g is la t iv e  F in a n c e .a n d  O M B  (B a s e d  o n  F a ll 2 0 0 4  R e v e n u e  F o r e c a s t )

4 ,0 0 0  i

Po ten t ia l Fu tu re  Oil and Gas Revenue
Fall 2004 Revenue Forecast, FY06 Proposed Genera l Fund Budge t

3 ,5 0 0

G e n e r a l  F u n d  B u d g e t3 ,0 0 0

E R A  D R A W2 ,5 0 0

2 ,0 0 0

*
.3 .* • m ;• m v

v/-., s a i y P t t f c S ?
General Fund Revenue 

Fall 2004 Revenue forecast

1 ,5 0 0

1 ,0 0 0

5 0 0

i  I  A j

2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0  2 0 1 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%.



A n  A la s k a n 's  
G u id e  t o  th e  P e rm a n e n t F u n d

The Fund would help create an 
investm ent base to continually generate 
fu tu re income. When oil ran out, Alaska 
would still have a ma jo r source o f state 
revenues. Alaskans could use these 
revenues to pay the costs o f basic 
government services, or fo r whatever 
purposes fu tu re generations of Alaskans 
decided.

Each year, the Fund would chan.iel a 
sign ificant portion o f the oil revenues 
away from the legislature. Less state 
income reduces the opportun ity fo r 
excessive state spending.

The Fund would transfo rm non-renewable 
oil wealth into a renewable source of 
wealth fo r fu tu re generations o f Alaskans.

y e s ,  w e

Account, a result of 
wise investment of our 
Permanent Fund, has
been and still is

# • * . •

available to the ‘
: * * * '  * ’ ■ * .

legislature by a simple



ALASKA PERMANENT FUND 
FUND FINANCIAL NISTORY A PROJECTIONS

as of December 31.2804

* A s  o f  D e c .  2 0 04 . s t a t u to r y  n e t  I  

i n c o m a  i s  t r e n d in g  t o  a n d  t h a  I  

f i s c a l  y a a r  m o r e  t h a n  2 5 * .  I  

b e l o w  t h a  m id  c a s a .  ►

K n r n  r d  F u n d  M a l u m  c -  P r i n c i p a l

B e g in
U n re a lis e d  

O a m  (L o a e )

C o n tr tb

B a la n c e

A p p r o -  S t e f*  

p r ta t io n *  H t v n i u m
in fla t ion  B a la n c e  

P ro o fin g  C o n tr ib u t io n *
N a t

C h a n g e
F Y -E n d

B a la n c e
9 6.734 6.250 5.533 16.517 I 3.971 3.971

16.517 41 155 268 19.001 <4.101 3.541
19.001 264 376 423 70.014 (171 3,529
20.014 8 339 68 r, 71.047 (7.146) 1.383
21.047 (231 » 258 602 21.684 (8781 505
21.664 354 ' * 398 352 72.916 501 1.106
22.966 1 }*l '** _ .M 3 524 » * « • 1.909 3.015

F Y -E n d
R e s e iv e d

B a la n c e

23.526
J JW L

22.468 
22.542 
23.54] 
22.430 22.VSV 
24.094 

- * L 5 4

JL212L-
24.004

(453) -2L215

I ' n r v M n r i l  F u n d  I t a l a n c r  

D is tr ib u t io n s  o f  
S ta tu to r y  Hm" in c o m e

~ 20.683" 
2.144 
2.249 
t9 2 4 | 

( • I f )  9*3 
3.434

In c o m e  * 
11.602

P ro p n n g
G e n e ra l

F u n d

R e a liz e d  E a rn in g s  A c c o u n t 

N e t F Y -E n d
C h a n g ii i n g «

7169

T O T A JFl<^

25.665

2,046 2,474 2.10123.52* 24,654 29,739 31,390
24.653 21 356
75.681 23 312
26 691 24 745
77.660 26 231
78.643 28 730
29,651 .10 231
>0.669 32 274
31.749 34 215

.37.629 37 200
^ 9 3  cA 39 195

24,652
25. 
26.691 ■ 
27.660 : 
26.643 ! 
29.631 : 
30.669 j 
31.749 I 
32.629 t 
33.930 j 
33.051 I

5,140 29.799
28.423 

29.623 
30.796 
31.991 
33 J22 
34.494 

33.799 
37.137 
38.309 
39.914

32.914
31.172
32.927
34.346
36,166
37.949
39.783
41.690
43.666
43.719
47,6462.919 1 .84 7 29j901 27.732 12.375 8.264 7.074

Assun^
, 0 % 4  

2 6 %

M id  F Y  2005

2 6 %  F Y  2005

1 0 %  F Y  2005

F Y  2006 2015

o ta l R e tu rn In fla tio n * T o ta l R e a l R e tu rn S ta tu to r y  R e tu rn

5 76% 7 8 0 % •7 86% 10% 5 31%

0  14% 2 6 0 % 2 74% 2 6 % 6  90 %

7 6 1 % 2 6 0 % 5 0 1 % M id *  6 .05%

15 15% 2  6 0% 12 75% 36% 11 10%
20 58% 7 G0% 17 96% 10% 13 06%

7 6 1 % 7 6 0 % 5 0 1 % 7 0 4%  m

Income year-to-d.ite as of December 31. 2004
( Y Q i  amutam n«t intornt

•n t o r e s t .  d i v i d n n d s  'e m  e s t a t e  &  o t h e r  in c o m e  

H e a i u e d  g a m s  o n  m a  s a l e  o f  -m a s t e d  a s s e t s  

L e s s  o p e r a t i n g  e x p e n s e s

S t a t u t o r y  n e t  in c o m e

4 1 9 4

4 0 4  fi

-U 2 J i J  
80 1  0

1 S t a t u t o r y  n e t  i n c o m e S  8 0 1  e

1 A d j u s t m e n t  fo r  u n r e a l i r e d  g a m *  ( l e a s e s )

o n  i n v e s t e d  a s s e t * . L 6 Z J . 9
A c c o u n t i n g  n e t  i n c o m e  ( lo s s ) 6  2 .3 7 3  2

N o t e s  t o  f i n a n c ia l  r e s u l t s  a n d  p r o j e c t i o n s  F Y 7 7  • F Y 1 5 :

S p e c ia l  g e n e ra )  lu n d  a n d  e a r n in g s  r e s e r v e  o p p ru p n a iio n s  lo  p r in c ipa l r o ya lty  s e t t le m e n t  e a r n in g s  P a n s te 'r e d  to  p n n o p a i p e r A S  37 13 145(d) a n d  o th e r 
m is c e l la n e o u s  ap p ro p r ia t io n s  to  p r lrrap a l 

,r F in a i ad fus lr tH tn t lo  p r in c ip a l b a s o d  o n  r o r x m c A a lo n  o l  S ta le  o f  A K  v  Arnc-i ,*d .i H o s s  u l a i ro ya lty  cum*

-*  F Y 0 3  S e n a t e  B*tl 100 tra n s ie rro d  S3t>4 m .iiion  horn  r u a 'ix c d  e a r n in g s  a c c o u n t  to  prm cipa i

•* ' S e n a te  H 4  283 d e f ln e *  th e  F Y 0 3  s p e c ia l ap p ro p r ia t io n  o t  $364 a s  p r e  F V 0 4  m f la lo n  p ro o fin g  a n d  ap p ro p r ia te s  th e  te m o -n in g  $ i  70 mrMcm n e e d e d  'o  fu lly  

in fla tion  p rn o i c o n tn b u t io n i e n d  ap p ro p r ia t io n s  m  I Y 0 4  A n  ad d it io n a l $ 1 5  m ii*on  m  s e t t le m e n t  n a m in g s  (c a n u n g o  a b o v e  in fla (o o )  n. a p fy o p n a lo d  lo  
p n n c ip a ' p e r  A S  37 13 145(0)

*  S ta tu to r y  in fla tion  p ro o fin g  tor F V 0 4  is t»a s e d  o n  th e  in B a to n  ra le  o l ?  2 8 V  o» S i  74 rmlfaon ($354 m illion  pro  in  flu I o n  p ro o fin g  ptus $1 70 m ill o n  F Y0 4  
ap p ro p r ia t io n )

*  A c c o u n t in g  n e t  in c o m e  «  s ta tu to ry  n e t  in c o m e  p k is  ih e  n e t c h a n g e  in u n r e a u / e d  g a m s  ( lo s s e s )  a n d  s e t t le m e n t  e a rn in g s  S ta tu to ry  n e t  in c o m e  is re a l / o d  

e a r n in g s  t o t s  s o l l i c m e n i e a r n in g *  a n d  is u s e d  lo  c a lc u la te  th e  a n n u a l d iv id e n d  Iron tH*

»n T o la ' F u n d  w w a  i. r r tso rved  fu n d  b j i a n c e  p lu s  Ih e  re a li/n d  e a r r in g s  a c c o u n t

'** B a s e d  o n  7004 (L ilia n  cap ita*  m a r v e l a s su m p tion * , a n d  h r a n g e  o t  e ip e c ie t t  re tu rn s  b a s e d  o n  th e  p ro b ab ility  o l  th e  r e 'u m  o u tc o m e s

P E R F O R M A N C E  S U M M A R Y
(p re lim in a ry  i i  o f  D ec  em b e r 61. 2004)

C u r r e n t
M o n t h

L a a t  3 
M o n t h s

F i s c a l  0  
Y - T - O  m

C a le n d a r  0
Y - T - O  m

L a a t  12  
M o n t h s

L a s t  3 
Y e a r s

L a s t  8 
Y e a r s

A la a f c a  C D * 0 .1 8 % 0 .4 1 % 0  8 5 %  Jp 1 .1 8 %  u 1 .6 5 % V. 1 7 % 3 4 2 %

D o m e s t i c  F in e d  In c o m e 0  9 4 % 1 .0 1 % . ' . . ( J *  6 4 .2 / %  * 4 .2 7 % 8 .1 1 % 7  6 6 %
N o n - O o m e e t l c  F la e d  In c o m e 1 .2 3 % 6 .7 4 % i o . e » %  m 9  9 9 %  * 9 .9 9 % 1 2 .6 6 % 8 .0 9 %
D o m e s t i c  E q u i t i e s 3 .5 7 % 1 0 .6 0 % 7 .6 7 %  m 1 2 .1 2 %  n 1 2 .1 2 % 6 .1 8 % -0  5 8 %
N o n - O o m e e t l c  E q u l t le e 4 .2 6 % 1 4 .6 4 % 1 8 .2 2 %  • 1 7  8 1 %  a 1 7 .6 1 % 11  8 5 % - 0 .7 4 %
R e a l  E s t a t e 3 .0 3 % 8 .8 2 % 1 4 .1 2 %  * 2 0  7 4 %  0 2 0 .7 4 % 1 A .8 7 % 1 4 .4 2 %
A b s o l u t e  R e t u r n N 7A 1 .9 0 %

T o t a l  F u n d 3 . 7 7 V . 8 .0 6 % 1 .7 0 %  V T f . 3 1 %  U " H . 3 » % a  52% 4 7 1 5 %

To la ! f u n d  R a lu m  LI*/n. tone/* 2  8  7% 7 9 0 % 9 . 7 8 % 11  5 4 % 11  6 4 % a  ia y * 1 ,9 .1 %

F o r  m o r a  I n f o r m a t i o n  m a o  m v w  a p f c . o r g





• \  - ^ . T h e  C D iA ,£ > tttu kL o \A ,a l b u d g e t  T z e s e r v e . fu iA d r i i/ iG i

• t h e  B . ^ m t i A , g s / R i s e n / e  A c c o u v i t . . . . . . ,

Only legislature in America decidifig how 
to manage $-31 billion for 650,000 people

Every minute, every hour, every day, the 
world helps build Alaska by v
• Investing \4corporate America .
• Investing in America's society
• Investing in America's future

• < o  . . p • *

The CBR and the ERA
to our Bridge to Deve

form the abutment



Fiscal
G a p

(millions)

ERA
Draw

(millions)

F is c a l Y e a r s  A h e a d

1 2 3 4 5 6 7 8 9 1 0

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 $63 $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

S o u r c e :  L e g is la t iv e  F in a n c e  ( B a s e d  o n  7 * 6 %  r a t e  o f  r e t u r n ,  P e rm  F u n d  F in a n c ia l  P r o je c t io n s ,  D e c . 3 1 ,  2 0 0 4 )
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FY09 FY10 F Y ll

D i v i d e n d  C h e c k :  N o  C B R / E R 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

FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13 FYJ.4 FY15

■ S o u r c e :  L e g is la t iv e  F in a n c e

Answer: In five years, it's 30 less. In ten years, it's $110 less.
• * * - J*



; Income Tax 
? I ’. ' " R a is e  $250 Million
Married, Two Children - > Cost $ i;o o o

($57,000 Adj. Gross Income) 
Source*: Department of Revenue • /  *

? v . 'J  Raise $250 Million
Married, Two Children Cost $950 X .

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

t i i - - ©*  *

Married, Two Children

Source:. Legislative Finance

Famings Reserve 
RaiseL$25Q Million 

cost $12
(Slide 18)

Under the Bridge to Development Plan (SB 88), 
all Alaskans share in the Power of Earnings.

•Information is based on the second year of implementation.



$6,000 $7,000 $8,000 $9,000 
$5,700 $6,650 $7,600 $8,550 

$52 $128 $256 $452 $716 $1,052 $1,460 $1,940
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the people's money and

public on how much was spent

state services.
23
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! / V

R e c o g n i z e s  A l a s k a ' s  n a t u r a l  r e s o u r c e

V

R e s e r v e  -  t h e  c k d w ia j e w e l $ f  ̂ f i s c a l  f l

y* 1 > rW u * B r i d g e s  t h e  S t a t e  o f  A l a s k a  r e v e n u e  n e e d s  

y n t i l  d e v e l o p m e n t  c a n  o c c u r



I  I  ■
V i  *  T t W h e n  n e e d e d ,  m i n i m i z e s  t h e  f i n a n c i a l  i m p a c t  

o n  A l a s k a  f a m i l i e s

r < K  f t D o u b l e s  t h e  l i f e  o f  t h e  C B R
i j *

S t r e n g t h e n s  t h e  A l a s k a ' s  b o n d  r a t i n g  a n d  

s a v q s  m i l l i o n s  o f  d o l l a r s  1 • :

» ■ c

P r o v i d e s  A l a s k a  w i t h  a  s t a b l e  a n d  d e p e n d a b l e

Gary Wilken, Prime Sponsor 
. Senate Bill 88 - '



S e n a t e  B i l l  8 8

A Bridge to Developm ent

A  P o lic 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



" I t is the policy of the State of 
Alaska tha t the amounts necessary 
to cover a projected shortfa ll in 
general fund revenue during a 

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

Reserve Account."
AS 37.07.010 Executive Budget Act

Why? W here’s the problem?
FY 06 O p e r a t i n g  & C a p i ta l  B u d g e t s  - $ 7 . 6  Billion

FVQ6 Budget prtposrc t)v Govern.i* MU»W< *»•> 
$ O u '< e

C3 • r\!#• r«»* I u M - t n  I

H  M  I

m l»o*l/
t * r  i l u  

1 I •«#» M ,•O  S t a t u t o r i l y  

Itestru tc*iJ 
% J  +  *  M I O '



. . .  and what’s the problem?

C N rw  G «nrr» l » uort M fvfnua PfOjCCtCd 5 t « t C  Spending

S2 3 B Genera' Fund base budget with FY06 & FY07 PERS unfunded liability adjustments 
Source legislative Finance

General Fund revenue can be less than 
General Fund expenditures.

. . . but things can change quickly
"F the c ^ o d  r ,v  f r'\

FY06 P roposed  G eneral Fund B udget *
3 500 
300D 
2500 
2000 
1500 
1000 
soo 

0
-500 
1000 
1500

. ■ • * . . . .  . , . . . . .
. . .  . . . .     ! * ■« •»  t f p  J O W  p r p o « l « '  | n i | « i v  •* < '•  ... ....

Source Leytsia: vc Finance



. .  and they have

ALASKA CONSTITUTION 
ARTICLE IX

Section 17. Budget Reserve Fund M)There is established as a separate fund in me Stale treasury the budget reserve fund 
F xcept for money deposited into the permanent fund under Section 15 of m s article. a'> money received by me state after July t 1990. as a result of the termination, through settlement or otherwise, of an 
•umnistrativc* proceed ng or o» litigation m a State or federal court involving mnerai lease 
bonuses, rentals, royalties royalty sale proceeds, federal mineral revenue sharing payments of bonuses, or involving lanes -mposed on mneral income, production, or property sha'i be deposited m me budget reserve fund Money may be appropriated from me fund only as authorized under (b) or iCfof lh;s section

vote's approved nmmflment in 19S0

The CBR has been used 
to fill the fisca l gap 8 
ou t o f 12 years.
A pp ro x im a te ly $5 .5 
b illion has been 
w ith d raw n .
The s ta te has depos ited 
in to the CBR $5 .6 b illion 
and earned $1 .6 b illion 
in in te re s t.

. . .  for example
CBR Balance and Draws for FY94 - FY05
I  C U R  C»<thl u  * ! < •* •/ »€  r

* ■ 4 . 0  O U  

* i, £00

L * 1 . 0 0 0

cQ *2.sou i
* 2 . 0 0 0  •o

T  * i . s o o  - 

*1,000 

* s n o

S o u i i r  L » g > s i4 t > v f  f i n j r . ; . *

Draw 8 out of 12 years ■ Average draw $318 M 
Current balance $2.1 B



. . .  Alaska is a resource state

* * * * **** * * * * ■ „ »  v<^>/
V -  £ »

®  „ * . < * '  a /  - A  ^

° °  v _  0 V V  r V \

Np^ y u< L  « # * ,» * *

90s

. . .  a bridge is needed
F> :■/.*. r r ^ f l w  t r  D fv fL M ./,*  d r - '

P o t e n t i a l  F u t u r e  Oil a n d  G a s  R e v e n u e
Fall 2004 Revenue Forecast, FT06 Proposed Genera' Fund Budget41 t tl
I.IUKM 1* .> • * tf»C* «•<•••• »«t.-1 » •,»>» '>•• •  *'*!**• ■tVMtMl lw>. » l ' | .  O l 4 l  n «

S.* J B Gr»'*f4' fund fc.i\r t>udy*t **lb FY0& tfc **'i ' PERS un'u»>ded '-abtMt adju*l*'»r»»ls base *s in̂ littd l’v »’
S o u 'C f  0 ” u r  o '  M a n a g e m e n t  , v o  B u d f l f t U



S e v e r a l  P o t s  o f  M o n e y

R educe S ta te  Spend ing  
*0 (S ave  a $, Earn a $)

In co m e  Tax 
($ 6 0 0  M)

Corporation  Tax 
(V ) ($ 5 0 -$ 1 0 0  M)

P e r m a n e n t  F u n d  
E a r n i n g s

$ 2 .1  B r e a l i z e d  
e a r n i n g , .

\
{ A f t e r  P F D s  a n d  I n f l a t i o n  Jp

P r o o f i n g )

^ /<3 S a les  Tax 
Q )  (S 2 0 0 -S 3 0 0  M)

A ia is «a  T e r m  F u n d  F in a n c ia l  P ro je c t io n s  

D e c e m t .e * .  2 0 04

O th e r  R evenue
( T o c a c e o  T a » .  A ic o n o l  T a *  

F '%her>**s 7 a » ,  C d ' R e n ta l Tar. S t u d d e d  T ir e  F e e ,  e t c . )

CBR 
($2.1  B)

i n s M u t io n . i .  B u d g e t  R e s e r v e ;

. . . w h y  n o t  j u s t  t h e  C B R ?

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

General Fund Revenue Fall 2004 Revenue Forecast

Juur 2"0n voi'Q ^oiu vu 11 201? ru i i  j  ot* .o i s  jnm
J *' G f 'c d  Fun3 bAMt budget WM.n rvij(, ̂  **0? P£P$ unfunded liability ad|uvtmen|«. Da’-.n >*. inflated t*v •'

,'i.e legislative FmaMce .>»d OMB Based on .004 Revenue foret avt>



s o  w h a t  i f . .

T h e  L e g i s l a t u r e  s p l i t s  t h e  

f u t u r e  f i s c a l  g a p s  w i t h  

e q u a l  c o n t r i b u t i o n s  f r o m  

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  a n d  t h e  E a r n i n g ;  

R e s e r v e  A c c o u n t ?

( S B  8 8 )

a n d  w e  b u i l d  a  b r i d g e

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

C
C unerjl

>iY typ*
Potential Resource  development Revenue

W  ■
■ . V  •• 5 X

General Fund Revenue fall 2004 Revenue Forecast

. ‘ i n n  V " " 7  2 U O B  J t n i V  2 0 1 0  *’0 1 1  3 0 1 2  . ' U I J  J P 1 4  J O l * .  ? U | f

S »  3 t) f u n d  b a s e  b u d g e t  *»utB r > 0 6  &  F > 0 7  P C ^ S  u n fu n d e d  'l A lw i t y  a d ju s t m e n t -  B a s e  «s in f la te d  b v  2*s.

S o u 'c e  l e g i s l a t i v e  f i n a n c e  a n a  O m b  ( B a s e d  o n  f a i l  2 0 0 4  R e v e n u e  fo r e c a s t )



. . . b u t  c a n  w e ?

An Alaskan's 
Guide to the Permanent Fund

The Fond 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 lo 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 mto a renewable source of wealth for future generations of Alaskans

A la s k a  P e r m a n e n t  F u n o  C o r p o r a t io n  

9“  E d 'l io r i .  1 ^ 0 8  P a g e s  1 f t ?

y e s ,  w e  c a w  m i

The Earnings Reserve 
Account, a resu lt o f 
wise inves tm en t o f ou r 
Permanent Fund, has 
been and still is 
available to the 
leg is la ture by a sim ple 
m a jo rity vote o f 21 -11 .

P F  f i n a n c i a l  p r o j e c t i o n s  s a y  . . .

December 3:, 3004 I S



O u r  P p r m a n e n t  F u n d  a n d  o u r

A l a s k a ’s  C r o w n  J e w e l s
iVt C-ci'istitutir.’aiU f.wdgst R£S£rvs flm-d ov.u 

t i nt R£S£rvs .Account .

■ Only leg is la tu re in Am erica dec id ing 
to m anage $31 b illion fo r 650 ,000 peop le

■ Every m inu te , eve ry hour, eve ry day, the 
w orld he lps build A laska by
• Investing in corporate America
• Investing in America's society
• Investing in America's fu ture

■ The CBR and th e ERA fo rm  the ab u tm e n t 
to ou r B ridge to D eve lopm en t



. . .  b u t  w h a t  a b o u t  m y  c h e c k
i f  wcu use the sarMKQs, r .eserve?

Fiscal ERA
Draw

(millions)

Fiscal Years Ahead

(millions) 1 J * 5 6 7 6 9 10

?00 100 10 1? 14 17 11? 118 175 131 130 14<

300 150 10 i? 15 111 118 1?7 13 7 147 156 $ 6

•400 200 10 13 17 114 174 136 149 1 162 175 1HH
500 250 10 13 19 110 130 145 161 177 193 1110
600 300 10 14 111 171 136 154 173 19 J 111? 113?

700 ?5o 10 14 117 175 14? 163 185 1108 1131 1154

800 400 10 1̂ 114 178 148 17? 198 1173 1149 11/6
900 450 10 16 116 137 154 181 1)10 1139 1168 1199

I 000 500 10 16 118 135 l 6 j 190 1177 1154 1187 1771

S: .,-n ii'y .M t »*• France ifiasert a*1 ’ t - -at#* ■>*'Hu*" Wemt f^nrt Fmanriai f-». »> : >• : t . J:, .’504'

IP

. . .  h o w  d o e s  t h i s  c o m p a r e  t o  

s t a t u s  q u o ?

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  
$250  M  f r o m  t h e  E R A  e v e r y  y e a r  f o r  10 y e a r s ?

• rV(*M r i O t t  IV JO  I | \ |  1 ^ 1 ,  I r i  I i * i «  r v | i

0 o . i i * r  l e g i s l a t i v e  I n a n e *

A n s w e r: In f iv e  years ,  it’s 3 0  less. In ten  y ea rs ,  it 's  $ 1 1 0  less. >«



. . . l e t ’ s  c o m p a r e  a l t e r n a t i v e  

r e v e n u e  s o u r c e s .

Unde r the B ridge to D eve lopm en t Plan (SB 88 ), 
all A laskans share in the Power o f Earn ings.

I - ' I   V  .... • : A • M ■ ■

a n d  w h a t  a b o u t  o v e r  t i m e ?

C um ulative Cost to  a F amily of Foui
$10 000 
S8 000 
S6.000 

$4 000 

$2,000 
SO . .  IL L

I YD6 FYD7 F YOB i Y09 F-Y10 FYt 1 FY12 FY13 FY14 

□  (i« orn.' 1... SI 000 S3.000 S3.000 $4 000 $5 000 SO 000 S 7.000 $8,000 S9 000
■  Sales Ta* S900 SI .900$?.850 S3.e00S4.750 S0.700 JS.650 $7,600 S8.B..0
■  F.a-nings Rb s o w  SI? $5? S128 5256 $4S2 S716 51.0KS1 460S1.040

o r  sr«S l p - j  f  '*

Cost to f i l l  $ 5 0 0  f i s c a l  g a p :  $ 2 5 0  M  f r o m  C B R  

a n d  $ 2 5 0  M  f r o m  o n e  o f  t h r e e  o p t i o n s .



. .  . b u t  d o e s  t h i s  h e l p  t h e  C B R ?

General Fund Revenue
(S2.98 B to SI 35 B)

General Fund Spending
($2 3 Billion m FV05 with 2% increase)

3,500.0

3.000.0 

2.500 0

|  2,000 0
r 1,500 0 <✓»

1.000.0 
500 0 !

0.0 •
-500 0 FY°5 FY06 FY07 FY08 FY09 FY1° FY11 FY12 FY13 FY14

•1.000.0 C6*-.........  ! StU'M ”♦ CbP b6 «' ■ «*. S**'*C

'johic* .-»* 'b f t  r « iu in  • ' <  p u »

. . .  l e t ’s  u s e  o n l y  w h e n  n e e d e d

Senate Bill 88 dem ands spend ing 
accoun ta b ility because . . .

(1 ) the Earn ings Reserve Accoun t is 
the peop le 's m oney and

(2 ) each leg is la to r m us t answ e r to the 
pub lic on how much was spen t 
from  the Earn ings Reserve to fund 
sta te serv ices.



. . .  a n d  t o  s u m m a r i z e

T h e  B r i d g e  to  d e v e l o p  m e  r u t  p I a i a ,

^  R e c o g n iz e s  A l a s k a 's  n a t u r a l  r e s o u r c e  
p o t e n t i a l  a n d  o p p o r t u n i t y  f o r  j o b s

R e c o g n iz e s  t h e  p o w e r  o f  t h e  E a r n in g s  
R e s e r v e  -  the &rpww jewel c f a flscniplciw

^  B r id g e s  t h e  S t a t e  o f  A la s k a  r e v e n u e  n e e d s  
u n ti l  d e v e l o p m e n t  c a n  o c c u r

E s t a b l i s h e s  a c c o u n t a b i l i t y  b y  f o r m in g  a  
s p e n d i n g  p a r t n e r s h i p  w ith  a ll v o t e r s

. . . a n d  . .  .

W h e n  n e e d e d ,  m in im iz e s  t h e  f in a n c ia l  im p a c t  
o n  A la s k a  f a m i l i e s

j s b D o u b le s  t h e  life  o f  t h e  CBR

jjga S t r e n g t h e n s  t h e  A la s k a 's  b o n d  r a t i n g  a n d  
s a v e s  m i l l io n s  o f  d o l l a r s

P ro v id e ^  A la s k a  w ith  a  s t a b l e  a n d  d e p e n d a b l e  
lo n g  t e r m  f is c a l  p la n

T h a n k  Y o u !
in n y W ilkcn Puttie Sponsor .•« 

Senate Bill 8M


