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Interim 
301 Santa Claus Lane 3B 
North Pole, Alaska 99705 
Phone - (907) 451-2723 

Alaska State Legislature 
House of Representatives 

Representative Tammie Wilson 

Rep. Tammie.Wilson@akleg.gov 

To: The Honorable Kreiss-Tomkins 

Fr: Representative Tammie Wilson 

Re: Hearing Request HB 187 

Date: March 24, 2017 

Dear Chair Kreiss-Tomkins, 

Session 
State Capitol Rm 422 

Juneau, AK 99801 
Phone - (907) 465-4797 

I respectfully request HB 187 be heard in the House State Affairs Committee at your 
earliest convenience. My staff on this piece of legislation is Barbara Barnes. She 
can be reached at (907) 465-4 797. 

Sincerely, 

~~ 
Rep. Tammie Wilson 

ALASKA STATE LEGISLATURE~ REPRESENTATIVE TAMMIE WILSON 



Interim 
301 Santa Claus Lane 3B 
North Pole, Alaska 99705 
Phone - (907) 451-2723 

Alaska State Legislature 
House of Representatives 

Representative Tammie Wilson 

Rep. Tammie.Wilson@akleg.gov 

SPONSOR STATEMENT 
HB 187 

Session 
State Capitol Rm 422 

Juneau, AK 99801 
Phone - (907) 465-4797 

"An Act relating to the Alaska permanent fund; relating to the earnings of the 
permanent fund; and providing for an effective date." 

HB 187 protects the Permanent Fund and uses the Earnings Reserve Account. Fifty 
percent of the utilized amount goes first for payment of the dividend, then fifty 
percent for essential state services. The Alaska Permanent Fund Corporation has 
provided data showing that the PFD transfer amount and the ERA both grow over 10 
years using this approach. 

Governor Jay Hammond introduced a state constitutional amendment in 1976 calling 
for an investment of ten percent of the money raised by mineral lease rentals, 
royalties, etc. , into a permanent fund. The Legislature changed the amendment to call 
for at least twenty-five percent of the money to be invested into a permanent fund. In 
November 1976 the voters passed the amendment by a vote of75,588 to 38,518, and 
on February 28, 1977, the fund received its first deposit of oil revenues. 

Hammond said his dividend program would, among other reasons, allow all Alaskans 
to share in their resource wealth, confine benefits to Alaskans only, would have an 
equitable impact on both rich and poor, and it would "maximize the favorable impact 
upon the state 's economy by keeping a far larger portion of the money to fund the 
programs here in Alaska". 

HB 187 achieves the goal of implementing Governor Hammond' s original 50/50 
plan. As Governor Hammond said, "Once the 'money wells ' were pumping, each 
year one-half of the account' s earnings would be dispersed among Alaska residents .. 
. . The other half of the earnings could be used for essential government services". 
I ask for your support on HB 187. 

ALASKA STATE LEGISLATURE~ REPRESENTATIVE TAMMIE WILSON 



SPONSOR STATEMENT 

HB 187 

"An Act relating to the Alaska permanent fund; relating to the earnings of the 

permanent fund; and providing for an effective date." 

HB 187 protects the Permanent Fund and uses the Earnings Reserve Account. 

Fifty percent of the utilized amount goes first for payment of the dividend, then 

fifty percent for essential state services. The Alaska Permanent Fund Corporation 

has provided data showing that the PFD transfer amount and the ERA both grow 

over 10 years using this approach. 

Governor Jay Hammond introduced a state constitutional amendment in 1976 

calling for an investment of ten percent of the money raised by mineral lease 

rentals, royalties, etc., into a permanent fund . The Legislature changed the 

amendment to call for at least twenty-five percent of the money to be invested 

into a permanent fund. In November 1976 the voters passed the amendment by a 

vote of 75,588 to 38,518, and on February 28, 1977, the fund received its first 

deposit of oil revenues. 

Hammond said his dividend program would, among other reasons, allow all 

Alaskans to share in their resource wealt h, confine benefits to Alaskans only, 

would have an equitable impact on both rich and poor, and it would "maximize 

the favorable impact upon the state's economy by keeping a far larger portion of 

the money to fund the programs here in Alaska". 

HB 187 achieves the goal of implementing Governor Hammond's original 50/50 

plan. As Governor Hammond said, "Once the 'money wells' were pumping, each 

year one-half of the account's earnings would be dispersed among Alaska 

residents .... The other half of the earnings could be used for essential 

government services" . 

I ask for your support on HB 187. 



Implementing Governor 
Hammond1s "50/5011 Plan 

Alliance Fairbanks Chapter 
December 7, 2016 

Brad Keithley (bgkeithley.com) 
Founder, Alaskans for Sustainable Budgets 
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Agenda 

• What is the objective of the Permanent Fund 

• How does the Permanent Fund work 

• How would 50/50 work 

• Why maintaining the PFD at 50% of earnings is 
important 

Dec 7, 2016 

Available at: 

http:Uwww.slideshare.net/bgkeithley 

and http:Ubgkeithley.com 
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What is the objective of the 
Permanent Fund 

Dec 7, 2016 Alaskans for Sustainable Budgets 3 
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I Jey H~~aj 

Dec 7, 2016 

Governor Jay Hammond 

"I wanted to transform oil wells 
pumping oil for a finite period into 
money wells pumping money for 
infinity. 

... [Once the "money wellsn were 
pumping~] each year one-half of 
the account~s earnings would be 
dis~~·-~-- A_.~ -~,-- -_ -- ~ dents 
.... The other half of the earn1n 
could be used for essential 

ernment services." 

-- Diapering fheDevil, at 15, 19 

Alaskans for Sustainable Budgets 4 
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Alaska Constitution,, Art 9 §1 

Th~ 

stitution 
Alaska 

, .. .,.,) 

''At least twenty-five percent of 
mineral lease rentals ... received,: 
the State shall be placed in a ·· 
permanent fund, the principal 
which shall be used only for the,, 
income-producing investments 
specifically designated by la·W: 
eligible for permanent fund 
investments. All income; 
permanent fund shall 
in the general fund 
otherwise provided:·b 

Dec 7, 2016 Alaskans for Sustainable 



A One Stop Information Sho 

about the fund about the apfc Investments publications careers divtdend contact us search 

• Pew report ... Aluka ahead of 
other stat. kt tts 'eoverelgn wulth 
fund' 
Pew report sees Alaska ahead of other 
states In Its 'sovereign wealth funcl' 

By Andrew Kitchenman, Alaska Publk: 
Media & KTOO, Cktober 10, 2016 

A natlonal report saki other states can 
leam from the example of the Alaska 
Permanent Fund as they seek to grow 
their own funds bullt from natural 
resource extraction. The Pew Charitable 
Trusts focused on seven states that have 
funds from extracttoo revenue, which 
the report describes as "sovereign 
wealth funds." According to Pew, Aiaska 
Is one of ontv two state funds whose 
pu,pose Is well-dellned by state low. And 
the report found that It's one of three 
states that doesn't allow withdrawals 
from the fund pnnclpal. 

t APFC Board Approves stntllOk 5 
y..,. Plan and Investment PoDcy 
u..i-

mrnu1assetAnocation2000.ctm 

Dec 7, 2016 

unaucllti!d, as of <kl 31, 2016 

USBonds $7,155,000,000 

US Stocks $6,370,700,000 
Non US Stocks $9,368,800,000 

GlobalStocl<s 
N,..USBond, 
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c.sh -lOTAI. 

$6,731,800,000 
$1, 1&4,400,000 
$6,200,000,000 
$3,151,100,000 

$1◄,298,800,000 

$54,460,600,000 

> Monthty flnandal statement 

> Monthly performance 
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A little easier on the ey 
How the 
Permanent Fund Works 
The Permanent Fund has two parts: principal and income. The principal 

is the permanent part of the Permanent Fund. It can be invested, but it 
cannot be spent without a vote of the people. 

Income is money received from the investment of the principal and from 

the reinvestment of undistributed earnings. Income can be spent by the 

EAR 
(m,y bospent) 

• Permanent Fund 
. •' ·• :,~; 

principal (corp 
• 25% of mineri 

revenues 
• Unrealized ga.l 

(retained in 

• Earnings 
• Statut 

• 1nco 
reat· 

Dec 7,201.6 Alaskans for Sustainable 



Where do the earnings (SN!} 
Once the "money wells" l!NII PE•■MEIT 1111 

1111 Rlllllll HIITIIY & PIIJEllll• are pumping, each year: as ol JulJ 31, 2016 
Prqjections extend ten years, and am based on best available information{$ in mi/liens) 

11 
••• one-half of the Assigned Fund Balance 

account's earnings Acct Statutory 
Net Net Inf-Proofing Gen Fund Balance 

would be dispersed Income c Income <3> Jividends /Other c,c / Other C4> Realized 
39,096 34,618 15,359 14,506 388 4,132 
(1,372) 2,938 1,293 808 33 4,969 

among Alaska residents" (6,394) (2,509) (9) 875 1,144 0 (8) 441 
3,517 1,590 (9) 858 0 (9) 0 (8) 

Done: PFD 
6,812 2. 143 (9) 801 533 13 (8) 

• (100) 1,568 605 1,073 17 
4,314 c 2,928 604 743 30 

11 
•••• The other half of 

• I ■ 6.848 3.531 1235 546 32 

• 11 2.384 2,907 1,373 6 

the earnings ... II 

I 3,532 Z-648 1,492 L 893 = 22 

• NOT "for essential 5.425 3,372 1,568 893 22 
6.985 4,853 ' 1,724 893 22 v , 

governmentservices0 3,684 2. 763 1,475 918 22 8,283 
3,849 2,889 1,408 945 22 8,819 

• Instead "inflation 
4,033 3,028 1,420 973 22 9,454 
4,229 3. 177 1,523 1,002 22 10,106 

proofingn and 4,430 3,330 1,595 1,030 22 10,811 
4,639 3,489 1,671 1,059 22 11,569 

"earnings reserve'' 
4,856 3,653 1,751 1,089 22 12.383 
5.081 3,824 I 1,835 1,118 22 13,253 

5.314 4,001 1,921 1,148 22 14,185 

. ~,:i► ~ ~~'t.:~-:tf~i'il:f~;P. •~•i: :.:i~i ~ I r:: • ~ •. 
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FY 2017 Activity & Ba/one 

State of Alaska Fiscal Summary-- FY16 and FY17 (Part 2) 
($ millions) 

Approximate Balances of Reserve Accounts 

FY16 FY17 
BoYBalance In Out EoY Balance BoY Balance In Out 

Permanent Fund Principal -- Market Value 
(no appropriations allowed) 45,638.0 ___g,388.0) 42250.q 42,250.0 I 915.0 

Undeslgnated Reserves 17,625.1 1,615.5 5,310.6 13,930.0 13,930.0 2,730.8 3,886.2 

!Total Excludlna Permanent Fund 10,463.0 85.5 3,920.6 6,627.9 6,627.9 115.8 3,168.5 

Const itutional Budget Reserve Fund (cash) 10,153.8 85.5 3,920.6 6,318.7 6,318.7 115.8 3,168.5 

Statutory Budget Reserve Fund 288.0 - - 288.0 288.0 

21.3 - - 21 .3 

7,162.1 1,530.0 1,390.0 7,302.1 ... 
1,ao2.1 I 2,615.0 I 717.7 .... 

Desi nated Reserves 1,761 .5 1,192.2 1,413.7 1 540.0 1,540.0 1,381.6 1,502.7 
Alaska Capital Income Fund 27.1 17.0 43.2 0.8 0.8 37.7 45.5 

Alaska Higher Education Investment Fund 458.7 4.0 24.0 438.6 438.6 22.8 113.0 

Public Education Fund 134.5 1,113.0 1,247.5 0.0 0.0 1,249.3 1,249.3 

Community Assistance Fund 172.0 57.3 114.7 114.7 13.6 38.2 

Power Cost Equalization Endowment 969.3 58.2 41 .7 985.8 985.8 58.2 56.7 

Reserves (Excluding Permanent Fund Principal) 19,386.7 2,807.7 6,724.4 15 470.0 15,470.0 4,112.4 5,388.8 
Unrestricted General Fund Appropriations 5,213.4 
Years of Reserves (Reserves/UGF Appropriations) 2.97 

Dec 7, 2016 Alaskans for Sustaino.i 



The key to unlocking the #Other half#: 
So-called Nlnflation proofing# 

... [Once the 
~~money wells" 
were pumping~] 
.. . . The other half I FY 2018 I $1.5 B 

of the earnings I FY 2019 I $1.5 B 
could be used for 
essential I FY 2020 I $1.6 B 

government 
I: FY 2021 I $1.6 B 

services." 
I 

1$1.7B FY 2022 

Dec 7,201.6 Alaskans for Sustainable Budgets 



Is separate 
"Inflation Proofing// necessary 

Permanent Fund Corporation Executive Dir. Angela 
Rodell, minutes of Feb. 16, 2016 testimony before 
Senate State Affairs (https://qoo.gl/AOLwbr): 

"MS. RODELL explained that ... [t]he current Permanent 
Fund asset allocation consists of 80 percent self-inflation 
proofing funds. Their market value already incorporates 
the concept of inflation. Inflation proofing as designed 
forty years ago is not as necessary today. 
MS. RODELL noted that ... [i]nflation proofing ... is no 
longer necessary for preserving the purchasing power 
[i.e., to protect against inflation]." 

Dec 7, 2016 Alaskans for Sustainable Budgets 12 



Is separate 
"Inflation Proofing// necessary 

Sen. Lesil McGuireJ minutes of Feb. 16J 2016 
testimony before HFIN (https:fLqoo.gl/MgpCpa): 

"Senator McGuire ... relayed that Angela RodellJ 
Executive Director; Alaska Permanent Fund 
Corporation reported that ... roughly BO percent 
of all of the funds' assets self-inflation proot ... 
She announced that the yearly budget line item 
of between $703 million to $1 billion to inflation 
proof the fund was 'in effect1 a direct injection of 
new capital into the corpus.111 

Dec 7, 2016 Alaskans for Sustainable Budgets 



The goal of "Implementing 50/50" 

Achieving Governor Hammond's original 
purpose: 

... [Once the ''money wells'' were pumping,] 
each year one-half of the account's 
earnings would be dispersed among Alaska 
residents . . . . The other half of the earnings 
could be used for essential government 
services." 

Dec 7, 2016 Alaskans for Sustainable Budgets J.4 
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Other 

Total 

Changes the revenue line 

$0.787 : $0.872 : $0.938 1: $1.007 : $1.042 

$0.559 $0.573 $0.584 $0.598 $0.609 

$1.346 $1.445 $1.522 $1.605 $1.651 

"Other Half" $1.539 $1.530 $1.603 $1.769 $1.896 

Revised Rev Total - $2.885 II $2.975 II $3.125 II $3.374 I[ $3.547 

Dec 7, 2016 Alaskans for Sustainable 11&11 



... and the defi 

Projected deficit $(3.311) $(3.218) $(3.063) $(3.067) $(3.043) 

"Other half" $ 1.539 $ 1.530 $ 1.603 $ 1.769 $ 1.896 

Revised Deficit $(1.772) 'I $(1.688) II $(1.460) ii $(1.298) II $(1.147) 

Dec 7, 2016 Alaskans for Sustainable IJM! 



Why is it important to keep the 
PFDat50% 

Dec 7, 2016 Alaskans for Sustainable Budgets 11 
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Economic role of the PFD 

Effect: Creates a private 
Alaska economy more like 

Texas than Angola 
• Under Statehood Act, Alaska 

can't privatize mineral interest 

• Thus, absent PFD, Alaska private 
economy receives no oil & gas 
royalties - all goes to the 
government 

• Cutting the PFD moves toward 
Angola, away from Texas 

Alaskans for Sustainable Budgets 19 



, I 

Cutting the PFD hu 
the overall Alaska econo 

SHORT-RUN ECONOMIC IMPACTS 

OF ALASKA FISCAL OPTIONS 

By 
Gumm Knapp, Matthew Bennan, and Moubcine Guettabi 

Instirute of Social and Economic Research 
University of Alaska Anchorage 

3211 Providence Drive 
Anchorage, Ala!ta 9950! 

March30, 2016 

All JS~ publications are solely the ,.1llk o{ the individual authors. This rep<lfl and its findings should be attributed to the 
autbon, oot to ISER, the University o{ Alaska Anchorage, or tbe research sponsors. 

PJ Ll1,A Institute of Social 
and Economic Research 
UNIVERSITY ef AI.AsKA A.~CHORAGE 

• Not all fiscal options 
the same impact on: t 
overall economy - s 
worse than others 

,· 

• Cutting the PFD is th,e 
the ''largest advers! 
impact on the [o 
Alaska] econom 
state's fiscal ,o 

JIJ,.; 

Short-Run··· $ ··· .. ,.,lf: 

Alaska Fiscal 

Dec 7, 2016 Alaskans for Sustainab, 



... and increases poverty a 
income dispari 

Poverty_ 

Permanent Fund Dividends 
and Poverty in Alaska 

Matthew Berman• 
Random Reameyt, 

lnsbtute of Social and E conomic R esearch, University o f Alaska Anchorage 

Anchorage Population and Economic Data Wor1<shop 
October 18 , 2016 

PJ l.Vv\ Ins titute of Social 
_.,,1 and Econ omic Research 
~ lJNIVU..qn"~/u.N&A~ 

Anchorage, Alaska 

•matthew.berman@uaa.alaska.edu 
brj reamey@:alaska.edu 

"Reducing the PFD by $1~000 
will likely increase the 
number of Alaskans below 
the poverty line by 12-15,000 
{2% of Alaskans}.n 

Income Disparitx, 
:' ~ :j/ 

'For every $100 million ,,Jr ,,.~; 
PFD cuts, the ten percent 
households with the /owe 
lose 3.3 percent of per-~1 
disposable income, comp 
only 0.1 percent among 
with the highest inco 

Under SB 128 ($6. 
• Lowestte, 

moretha1 
disposal 

• Wealti 
less th 

Dec 7, 2016 Alaskans for Sustainable 



Conclusion 

• The earnings stream from the PF is not being used 
to its maximum potential to help solve the fiscal 

• • cr1s1s 
• Hammond: "The other half of the earnings could be 

used for essential government services." 

• Fully_ implementing Governor Hammond's 
"50/50" plan helps balance the budget and 
avoids the significant adverse economic effects 
of cutting the PFD {or other tax measures) 

Dec 7, 2016 Alaskans for Sustainable Budgets 22 



A few fiscal facts ... 
How much is currently in the ER/CBR/SBR and PF Corpus? 

Currently projected balances as of the beginning of FY 2018 {July 1, 
2017): ~9.2B {ERA), $3.3B {CBR), $300M {SBR), $43B {PF corpus) 
{LegFinance, https://goo.gl/u1No6p at 3). 

How much have we accrued in unpaid Oil & Gas tax credits? 
According to the Administration's most recent estimate: $1.175B (FY 
2018), with another $285M in FY 2019 and continuing at $150-200 
thereafter {DOR, https:ljgoo.gl/J051a1 at 2). 

How much are current revenues? 
According to most recent P._rojections: Traditional UGF: $1.25B {FY 
2017), $1.35B {FY 2018) {DOR, htt s: oo. I uDw Yk at 8). "Other 
50%': $1.3B {FY 2017), $1.3B {FY 1 PF , tt s: oo. I UiBbKh) 

How much revenue would broad based taxes raise? 
According to the Administration's estimates: Income tax: $200M {6% 
of fed liability; DOR, htt s: oo. I evn VB at 11), Sales tax: $418M 
{3%, DOR, httos://goo.e. GZ Eat . 

Dec 7, 2016 Alaskans for Sustainable Budgets 23 


