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NET] income of the Alaska perm anen t fund [AVAILABLE FOR DISTRIBUTION 

under AS 37.13.140.

* Sec. 8 . 1999 PERMANENT FUND DIVIDENDS. Notwithstanding AS 37.13.145(b) and 

AS 43.23.025, the amount of each permanent fund dividend for 1999 is $1,000.

* Sec. 9. TRANSITION, (a) The Alaska Income Account established in AS 37.13.145(a), 

as repealed and reenacted in sec. 4 o f this Act, is the successor to the earnings reserve 

account, and the balance in the earnings reserve account on the effective date o f this section 

shall be retained in the Alaska Income Account until distributed in accordance with 

AS 37.13.145, as repealed and reenacted in sec. 4 of this Act.

(b) Notwithstanding AS 37.13.145(b), as repealed and reenacted in sec. 4 of this Act, 

and AS 43.23.025, the amount of each permanent fund dividend for 2000 and each permanent 

fund dividend for 2001  is $ 1,00 0 .

(c) Notwithstanding AS 37.13.145(a), as repealed and reenacted in sec. 4 of this Act, 

a transfer from the Alaska Income Account to the general fund is not required following the 

end of fiscal year 1999 and the amount transferred from the Alaska Income Account to the 

general fund following the end of

(1) fiscal year 2000 is equal to 5.25 percent of the average of the quarter-end 

market value for the last eight fiscal year quarters before the fiscal year just ended of

(A) the Alaska permanent fund (art. IX, sec. 15, Constitution of the 

State of Alaska), including the Alaska Income Account; and

(B) the budget reserve fund (art. IX, sec. 17, Constitution of the State

o f Alaska);

(2) fiscal year 2001 is equal to 5.25 percent of the average of the quarter-end

market value for the last 12  fiscal year quarters before the fiscal year just ended of

(A) the Alaska permanent fund (art. IX, sec. 15, Constitution o f the 

State of Alaska), including the Alaska Income Account; and

(B) the budget reserve fund (art IX, sec. 17, Constitution of the State

of Alaska);

(3) fiscal year 2002 is equal to 5.25 percent of the average of the quarter-end

market value for the last 16 quarters before the fiscal year just ended of

(A) the Alaska permanent fund (art. IX, sec. 15, Constitution of the
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State of Alaska), including the Alaska Income Account; and

(B) the budget reserve fund (art. IX, sec. 17, Constitution of the State

of Alaska).

* Sec. 10. At a special election to be held on September 14, 1999, in substantial 

compliance with the election laws of the state including absentee voting, the lieutenant 

governor shall place before the qualified voters of the state a question advisory to the 

legislature and the governor. The question shall appear on the ballot in the following form:

Q U E S T I O N

Stnrnnan' o f ihe Healthy Alaska Plan: This long-range plan requires further 
a ^  nrduc4vimfe-' UitOoiht.htMg

<7)v state spendmgTeductiCTto -and i/ s t ate spending limit: In addition, dividends will

be guaranteed at a particular rate. The plan also has no personal income tax

or sales tax. In more detail, the plan would provide as follows:

(1) Spending Reductions: State general fund spending would be reduced 

at least $ 100 ,000,000  over fiscal years 2000  and 2 0 0 1 ;

(2) Spending Limit: A spending limit for the State of Alaska would be 

enacted;  \

(3) Aiaska Income Account: The constitutional budget reserve and the 

permanent fund earnings reserve will be transferred to the Alaska 

Income Account;

(4) Permanent Fund: The corpus of the permanent fund remains

untouched; the entire Alaska permanent fund is inflation-proofed to 

protect the value of the fund for all Alaskans, including future 

generations;

(5) Permanent Fund Dividends: A guaranteed dividend is paid to qualified

±i ) Alaska residents of $1,000 in 1999, 2000, and 2001, and thereafter at
7* i f  Q FOf2 Di STY i ,

a rate not lower than 42 percent of the ["revenue] from the fund's 

investments after inflation-proofing;

(6 ) Operations of State Government: After inflation-proofing the

permanent fund and paying dividends, additional earnings of the Alaska 

Income Account would be used to fund education, public safety, and 

transportation functions o f state government; other functions of state
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government would be funded at a flat level unless changed by the

legislature;

(7) New Revenues: No new statewide taxes are enacted as part of this 

plan.

SHOULD THE STATE IMPLEMENT THE HEALTHY ALASKA PLAN?

Yes [ ] No [ ]

* Sec. 11. Sections 3 - 7  and 9 of this Act take effect July 2, 1999.

* Sec. 12. Sections 1, 2, 8 , and 10 of this Act take effect immediately under

AS 01.10.070(c).
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LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Street, Suite 409 
Juneau, Alaska 99801-2105

M E M O R A N D U M May 8,1999

S U B JE C T Alaska Income Account - sectional summary 
(Work Order No. 21 -LS0960VA)

TO : Representative Eldon Mulder 
Co-chair, House Finance Committee 
Attn: Denny DeWitt

FR O M : Tamara Brandt Cook 
Director

Sec. 1. Requires all income of the permanent fund to be deposited in the Alaska Income 
Account.

Sec. 2. Establishes the Alaska Income Account in the permanent fund. Requires transfers 
to the general fund from the account each fiscal year based on the average market values of 
both the permanent fund and the constitutional budget reserve fund. The commissioner of 
revenue is to transfer 42 percent of the amount transferred to the general fund each year to 
the dividend fund.

Sec. 3 - 5 .  Technical conforming amendments to reflect changes made in AS 37.13.140, 
dealing with permanent fund income.

Sec. 6. Establishes the amount of the 1999 permanent fund dividend at $1,000.

Sec. 7. Provides that the Alaska Income Account created in this bill is the successor to the 
earning reserve account. Establishes the amoi .4 permanent fund dividends for the year 
2000 and for 2001 at $1,000. Contains special calculations to base the transfers from the 
account to the general fund for fiscal years 2000 , 2001 , 2002 .

Sec. 8 . Most of the bill takes effect on July 2,1999, but the provision setting 1999 dividends 
at $ 1,000 takes effect immediately.

TBC:lmb 
99-070.lmb
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LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Street, Suite 409 
Juneau, Alaska 99801-2105

M E M O R A N D U M May 8,1999

SUBJECT: Special appropriation - sectional summary 
(Work Order No. 21-LS0961\A)

TO: Representative Eldon Mulder 
Co-chair, House Finance Committee 
Attn: Denny DeWitt

FROM: Tamara Brandt Cook
Director

Sec. 1. Appropriates the unappropriated balance of the constitutional budget reserve fund 
to the Alaska Income Account, The appropriate requires approval by three-fourths of the 
members of each house.

Sec. 2. This Act takes efiect only if  a substantive bill is enacted establishing the Alaska 
Income Account in the permanent fund.

Sec. 3. If  it takes effect, this Act takes effect on the effective date o f the substantive bill 
establishing the Alaska Income Account.

TBC:lmb 
99-07 l.lmb
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(7) To reduce the cost of living for all state residents by 
promoting large and small scale business growth In a 

competitive economic environment.

B ecause th e  political p ro cess  can  n o t be t r u s te d  an d  w e 
a re  con tinuously  h a ra s se d  by n itw it s c h e m e s ,  I  su p p o r t  
a C onstitu tiona l A m endm en t g u a ra n te e in g  P e rm a n e n t 
fund E arn ings will be  used  fo r inflation proofing and  
d iv idends only  (ap p ro x im ate ly  5 0 / 5 0  w ith  e x ac t 
a m o u n t s e t  bv lawV and  a n v o th e r  u se  w ould  req u ire  a 
2 / 3  v o te  of re g is te re d  vo tes .

Sincerelv Yours,

/907-488-6366
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5/13/99

TO: House Finance Committee

Re: H L  231 Sc 2 3 2 , designated a healthy financial pjan (which 1 question as 
incomplete) ^  ^

From: Jai f̂cs E, Fisher, 171 Farnsworth, Soldotna, 99699 
Fax: 262-9641 ph: 262-9601

The debate over HB 231 and 232, leaves, me as a most concerned Alaskan, with a feeling 
o f great apprehension that they project only a patchwork for a "healthy Alaska plan”.

While the Legislature deserves credit for courage in proposed use of earnings of the 
Permanent Fund, it seems an apparent wimp-out in its failure to consider other revenues, 
i.e. the reasonable gasoline tax proposed or state income tax reinstatement. Time remains 
for enactment of both, or either, measure since such bills are pr esently before the 
Legislature.

Until the Legislature asks we residents of Alaska to assume more direct financ:al 
responsibility for the many essential state services benefiting our daily lives, the state's 
financial condition will remain precarious. For example, if a gas pipeline were to be 
authorized tomorrow, Alaska would have no way to recover the very heavy costs 
resulting from the wave of job seekers and their families.

In closing, I strongly urge the Committee, and the Legislature, to do a complete job of 
structuring a complete financial plan for Alaska, that should include new, or enhanced 
revenues, as recommended above.
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A l a s k a  State Legislature

Please enter into the record my testimony to the House Finance
committee name

Committee on HB 231 & HB 232________ , dated May 13,1999
bill# /subject

£ 3 1  jo

$  f a  ̂  /
-  ‘  J v j M j

■
6 4 * 0

Signed:
Testifier

Representing(optional)

( P o /& - & P  K S jS  f i f / f j t s j j  A  t j
Address 7 /  7

? d l 7  7 P  S S G o _________________________________________________
Phone number
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A l a s k a  S t a t e  L e g i s l a t u r e

Please enter into the record m y  testimony to the House Finance
corm H ttcenam c

Committee o n  H B  231 & H B  232_______ , dated M a y  13> 1999
bill # /  subject

c ----------------------

9 0 7  2 - 2 3  ‘B ' / r f . S r
Phone number
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May 12, 1999 
5479 C.H.S.R 
Fairbanks, Alaska 
99712

Chairman and Members of the House Finance committee.
Juneau, Alaska

Subject: HB 231 Raiding the Permanent Fund and Increasing the 
Dividend tax from 50 dollars per person to 750 dollars per person or 
3,000 dollars for hold of 4.

Dear Members.

1) The PFD Is our money and it is the only way each Alaska Resident 
benefits fairly and equally from our public wealth.

2) Anyone who wants to cap their dividends can send THEIR 
portion to the state government. I would suggest a check off box be 

placed the dividend application form.

3) We have 14,508 state workers costing us 750 million dollars! 
Because we have triple staffing and double wages compared to 
comparable states such as Montana and Wyoming!

4) We pay 650 million to employees in the education business. And, 
we have 2 1/2 times the number of people working in the educp^on 
bushiness at more than double wages of comparable states such as 
Montana and Wyoming.

Here in Fairbanks a private sector school teacher makes 20-25 
thousand per year, including benefits. A public school teacher makes 
35-70 per year including benefits and the average Is around 55 
thousand per year!I

In some cases we spend more than 480 thousand dollars on one 
child's education. I t  would take him 240 working years to pay us back 
at the rate of 2,000 per year.

5) I f  you take the '69 Alaska State budget and adjust it for inflation 
the state's operating budget should be around 900 million NOT 2 billion

MAY-13-99 THU 06:43 PM FAIRBANKS LIO FAX NO. 907 456 3346 P. 01
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plus!

6) When oil jack pot started, we were warned DO NOT bloat the 
economy by hiring un-need employees, expanding wages, starting 
useless programs because the oil money would run out — just like 
the gold in Nome!

The last crash was caused by over spending and economic miss 
management by the Legislature and Governor when the economy was 
bloated. Our current problem is simple: cut the oil induced waste. This 
means a Reduction In Force including wages and benefits. We can no 
longer afford 3 times the needed state work force at double wages. Nor 
can we afford 2 1/2 times the number employees in the education 
business at double wages.

7) Greedy self-seving interest groups have helped themselves to 10s 
of billions of oil dollars; and, what do we have to show for the oil 
wealth., bicycle paths, a space port, radio/tv entertainment, 12 copies 
of the lowest ranked university in the United States, and Matinuska 
Milk Maid milking!

8) Although, the money is running dry, there is enough to run this 
state for many years to come at a reasonable l e v e l - but, not at 
boom level.

Raiding the PF is not good for our developing state economy 
because it under mines,ece*«?Rk: real economic development, 
increases poverty for no other purpose than to maintain oil bloatl

Here are some reasons why the Permanent Fund was 
established and it's objectives.

MAY-13-99 THU 06:43 PM FAIRBANKS LIO FAX NO, 907 456 3346 P, 02

What is the Purpose of The Permanent Fund?

The Permanent Fund is a device to convert temporary 
income from the sale of state property (such as oil gas, 
timber, coal) into a renewable and sustainable source of 

income for the purpose of paying cash dividends, 
resulting from it's successful management, to eligible

residents of Alaska.

2 of 4 5/13/99 12:56 PM



The dividend program is established for the 
public purpose: 

of Implementing, in a known and measurable way, our 
state's constitutional (Article V III Sec, 2) requirement to 
maximize the benefits of Alaska's natural resources for

all the people.

The Permanent Dividend achieves the following 
public purposes:

(1) To equally distribute our public wealth, without 
regard to age, sex, race, creed, color, economic status, 

geographic location or political power affiliation.

(2) To establish a stable state wide economic floor which 
would not otherwise exist in all areas of the state.

(3) To minimize the historic boom/bust economic cycle 
resulting in economic "poverty", welfare dependency, 

related economic stress causing multiple social 
problems, such as violence, alcoholism, child abuse, and

criminal behavior.

(4) To maximize individual responsibility for the 
management of each person's own portion of their public 

wealth and that of their dependents. By allowing each 
individual the personal freedom to investment their 

money In their education, their housing, their medical 
care and their other needs as each individual sees fit 

biased upon that person's attitudes, values and cultural
heritage.

(5) To reduce government paternalism, uneven wealth 
distribution, and government waste Inherent in the

political system.

(6) To promote conversion of the Alaskan economy from 
a self serving paternalistic system benefiting a very few, 
into an economy where each individual directly benefits

in a known and measurable way from their public wealth.

3 of 4 5/13/99 12:56 PM
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M a r g a r e t  D o w l in g
Attorney at Law

PO BOX 210427 AUKE BAY, ALASKA 99821 (907) 789-7491

M ay 13, 1999 
Sent by Facsim ile only

Honorable E ldon Mulder 
Chair - House Finance 
State Capitol 
Juneau, A K  99801-1182

RE; Healthy Alaska Plan

Dear Representative M ulder:

I am w riting in  support o f  the H ouse M ajority’s Healthy A laska Plan. W hile no one likes 
to see budget cuts, the proposal affords Alaskans a sustainable budget, w isely financed by 
utilizing som e o f  the investment earnings (not the corpus) o f  the Perm anent Fund. Best 
o f  all, it accom plishes this task w ithout imposing a state income tax or burdening any 
Alaskan resident. The Perm anent Fund was expressly designed to  sustain state 
functioning w hen oil resources, production, or revenue declined. We are facing such a 
time.

Undoubtedly you arc hearing from citizens who treat their Perm anent Fund dividend as a 
public entitlem ent and therefor object to the Healthy Alaska Plan. They call the 
tem porary cap on the dividend a  “tax". Calculating this “tax” on  last y ear’s dividend o f  
$1,500, they say the Healthy Alaska Plan imposes a $2,000 “tax”  on a  fam ily o f  four, 
regardless o f  fam ily income. This demonstrates that they have forgotten the reason for 
which the Perm anent Fund was created and reveals that they sec the gift o f  the dividend 
as a right. Furtherm ore, their calculation is off. The average Perm anent Fund dividend 
over the last 15 years has been $985. Capping the dividend at $1,000 for three years 
should cause no undue hardship on any family.

I hope you can ignore these and other criticisms and move forward w ith this fiscal plan. 

Very Truly Yours .— ,
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Muy 13,1999

Hon. Eldon Mulder 
llou.se o f  Representatives 
Juneau, Alaska 99801 
fax: 465-3518

RE: State Budget Plan

Dear Representative Mulder,

I think it is a terrible idea to attempt to balance the budget out o f  flmds taken largely from 
the Permanent Fund. W hatever the legislature calls it, the budget plan establishes a 
heavy tax on every Alaskan, falling disproportionately on families with children, by 
cutting income without regard to ability to pay. At the least, this is an anti-fam ily policy.

I appreciate that you have cut the government operating budgets to the bone. N ow  that 
you arc down to the bone, like other members o f niy family, I am prepared lo pay taxes to 
keep the governm ent going. In the negotiations to come, please leave the perm anent fund 
dividend level alone. I f  wc must pay more to sustain our government, w e should pay it in 
taxes,

Sincerely,



To: Jim  K elly
From: M ichael J. O ’Leary CFA  
Re: Legislation 
Date: M ay 10, 1999

As you know , I have asked G reg A llen to model the proposed statute so that we can have a 
concrete understanding o f  the financial im plications under a variety o f  financial m arket 
conditions. G reg was traveling today so I have yet to speak w ith him although I have left voice 
and e-m ail m essages. He, o f  course, will respond as quickly as possible.

Pending this analysis, I w ant to provide m y initial im pressions o f  the proposal.

1) M oving to a percentage o f  m arket value distribution approach is a sound approach to m eeting 
long term objectives o f  achieving consistency in distributions and iong term preservation o f  
purchasing power.

2) Shifting to a GAAP from a statutory income approach appears to be an appropriate action.
3) U sing a five-year averaging approach should reduce the volatility o f  distributions.
4) The transition approach appears to be very reasonable (phasing in the five-year period).

■fk 5) Incorporating  a one-year lag im proves planning flexibility and also will tend, over the long 
term, to reduce the m agnitude o f  the 5.25%  distribution when related to current m arket value. 
This should m ake the d istribution  level m ore consistent w ith preservation o f  fund purchasing 
pow er than would o therw ise be the case.

6) L im iting fiscal 1999 distributions to the S I,000 dividend will definitely enhance the 
probability  o f  m aintaining sufficient future balances to fund operations in accordance with 
constitutional requirem ents.

7) Including the CBRF balance in the new  Alaska Incom e Fund will sim ilarly  im prove the 
probability  o f  the program  w orking within Constitutional limits.

8) The future dividend m echanism  appears workable.
9) C learly, liberalization o f  the m axim um  equity lim itation is essential to the attainm ent o f  the 

return objectives that are essential for achievem ent o f  both distribution and purchasing pow er 
objectives.

10) It is clearly  possible, although hopefully  improbable, that a protracted period o f  w eak 
financial m arket returns w ould underm ine the plan or any alternative plan based on 
d istributed earnings.

11) The d istribution percentage (5.25% ) initially appears aggressive and w arrants careful 
analysis. As noted earlier, the averaging and lagging features incorporated in the proposal 
m oderate the m agnitude o f  the distribution percentage. However, it leaves little if  any m argin 
for error.

N aturally, 1 w ant to em phasize that these views reflect our prelim inary reactions. I also w ant to 
stress that our com m ents pertain to the investm ent aspects o f  the proposal and should not be 
interpreted as opinions regarding either the appropriateness o f  the m agnitude o f  fund 
d istributions or the use o f  fund earnings. We separate the public policy questions from the 
investm ent issues im plicit in the proposal.

I hope that this is helpful to you and will inform you as soon as 1 succeed in reaching Greg.



W h a t  d o  o t h e r s  d o ?

E n d o w m e n t  L o n g  T e r m  S p e n d i n g  G o a l s

Endowments (194) (205) (229) (243)

E n d o w m e n t s
Percent of Assets 1995 1996 1997 1998

N o n e 1 % 2 % 0 % 0 %

1 % 0 0 0 1
2 % 1 1 0 0
3 % 0 2 4 9

4.0-4.3% 31 2 7 13 17
4.4-4.7% 0 0 21 2 3
4.8-5.0% 61 5 9 4 4 4 2
5.1-5.3% 0 0 6 6
D.4-D. r/o u 0 7 7
5.8-5.9% 0 0 0 0
6 % 6 9 2 1
7 % 0 0 2 0
8 % 0 0 1 0
9 % 0 0 0 0
1 0 % 0 0 0 0
O v e r  1 0 % 0 1 0 0

M e a n 4.7 4.8 4.8 M L
M e d i a n 5.0 5.0 4.9

Note: M e a n s  and medians exclude "None.’*

4 Source: Greenwich Associates 2/99



A l a s k a  P e r m a n e n t  F u n d  S i m u l a t i o n  M o d e l  

( M o t h e r  o f  M o d e l s ,  A l l  -  o r M O M A )

H B  2 3 1  A n a l y s i s  

M a y  1 1 , 1 9 9 9

G r e g o r y  C. Allen 

E V P ,  Callan Associates Inc.

l



A s s e t  A l l o c a t i o n  A s s u m p t i o n s

P e r c e n t  E q u i t y 4 8 % 5 3 % 5 8 %

L a r g e  C a p  E q u i t y 2 6 % 3 1 % 3 6 %

S m a l l  C a p  E q u i t y 8 % 8 % 8 %

I n t e r n a t i o n a l  E q u i t y 1 4 % 1 4 % 1 4 %

D o m e s t i c  F i x e d 4 0 % 3 5 % 3 0 %

I n t e r n a t i o n a l  F i x e d 2 % 2 % 2 %

R e a l  E s t a t e 1 0 % 1 0 % 1 0 %

E x p e c t e d  G r o s s  R e t u r n 7 . 7 5 % 7 . 9 6 % 8 . 1 3 %

E x p e c t e d  N e t  R t n 7 . 5 9 % 7 . 8 0 % 7 . 9 7 %

m 2



H B  231, 5 .2 5 %  D i s t r i b u t i o n

• A c t u a l  r e s u l t s  t h r o u g h  M a r c h  1 9 9 9 .

• 1 9 9 9  C a l l a n  c a p i t a l  m a r k e t  a s s u m p t i o n s ,

• A s s e t  A l l o c a t i o n :  4 8 %  e q u i t y  m o v i n g  t o  5 8 %  e q u i t y  b y  

e n d  o f  F Y  2 0 0 0 .

• $ 1 . 8 7 3 B  C o n t r i b u t i o n  t o  E R  i n  F Y  2 0 0 0 .

• D i s t r i b u t e d  I n c o m e :  5 . 2 5 %  o f  g r a d u a t e d  5  y e a r  a v e r a g e  

m a r k e t  v a l u e ,  s t a r t i n g  i n  F Y  2 0 0 0 .

• D i v i d e n d :  $ 1 , 0 0 0  p e r  a p p l i c a n t  i n  1 9 9 9 ,  2 0 0 0 ,  a n d  2 0 0 1 .  

4 2 %  o f  d i s t r i b u t e d  i n c o m e  t h e r e a f t e r .

• E a r n i n g s  R e s e r v e  l i m i t a t i o n :  G A A P .

• O i l  R e v e n u e s :  H B 9 6  p a s s e s  f o r  F Y 0 0  - F Y 0 3 .
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F u n d  V a l u e  v s  P r i n c i p a l  B a l a n c e
H B  231, 5 . 2 5 %  D i s t r i b u t i o n

$40,000,000

$30,000,000
$23,876,317

$ 2 0 , 0 0 0 , 0 0 0
$18,515,976

$ 1 0 , 0 0 0 , 0 0 0

00 0 \ o T—1 04 on Tf in VO 00 0\ ® 04 on in
On ON o o o ® o o ® ® ® ® i—i rH 1-H

o o o o o ® ® ® ® ® ® ® ® ® ® O ®
04 04 04 r-i 04 04 04 04 04 04 04 04 04 04 04 04 04

$70,000,000

$60,000,000

$50,000,000

E n d in g  M arke t V a lue  vs E n d in g  P r in c ip a l Ba lance

- * - E M V  N e t  of Dividend 

Ending Principal Balance

4

20
17
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R e a l  F u n d  V a l u e  a n d  P r i n c i p a l
H B  2 3 1 , 5 . 2 5 %  D i s t r i b u t i o n

Rea l E n d in g  M arke t V a lue  vs R ea l E n d in g  P r in c ip a l Ba lance
$70,000,000

$60,000,000

$50,000,000

$40,000,000

$30,000,000
S23,S76,317

$ 2 0 , 0 0 0 , 0 0 0  
S I 8,515,976

$ 1 0 , 0 0 0 , 0 0 0

Real (1998) E n d i n g  M a r k e t  Value 

Real (1998) E n d i n g  Principal



A l a s k a  I n c o m e  A c c o u n t
H B  2 3 1 ,  5 . 2 5 %  D i s t r i b u t i o n

Alaska In com e A ccount - E nd in g  Ba lance

$35,000,000

^  $30,000,000 
in
§ $25,000,000

H  Ending G A A P  E R  (Alaska I n c o m e  Account)

$ 2 0 , 0 0 0 , 0 0 0
6/=)
<U 
>
£ $15,000,000tu 

Oh

&  $ 1 0 , 0 0 0 , 0 0 0  
C  S5,360,341

e  $ 5 , 0 0 0 , a u u
cd

w

($5,000,000)
O s O N O O O O O O
0 \ O n O O O O O C 5

VO©©(N

r -©©r t

00©©
0\  ©  i—iO  ^©  ©  ©M fN

ro Tf vo I"
©
fS

©n © ©t s ©<N ©<S

Fiscal Y e a r



D i s t r i b u t e d  I n c o m e
H B  2 3 1 ,  5 . 2 5 %  D i s t r i b u t i o n

D is tr ibu ted  Incom e

$4,000,000

$3,500,000y>

|  $3,000,000

|  $2,500,000
0
j= $2,000,000

|  $1,500,000

1  $ 1 , 0 0 0 , 0 0 0  
Q

$500,000

$ 0

j

1........1........1 ................... i........ i........ i. -
B  Distributed Dividend I n c o m e

B  Distributed G o v e r n m e n t  I n c o m e

OO &\ O  >-1Os 9s ©  O
O s  C\  O  On  (S fs

Fiscal Y e a r
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R a n g e  o f  F u n d  V a l u e
H B  2 3 1 ,  5 . 2 5 %  D i s t r i b u t i o n

00
O

$60,000,000

$50,000,000

$40,000,000

g  $30,000,000

$ 2 0 ,0 0 0 ,0 0 0  

$ 1 0 ,0 0 0 ,0 0 0

$ 0

1 0 %
2 5 %
5 0 %
7 5 %
9 0 %

Range o f E n d in g  M arke t V a lue

1999

$26,822,757
$26,098,057
$25,321,911
$24,416,707
$23,501,150

2 0 0 0

$32,559,778
$30,427,095
$28,360,083
$26,150,637
$24,250,585

2 0 0 1

$35,597,569
$32,501,739
$29,223,807
$25,759,764
$23,525,549

2 0 0 2

$38,036,096
$34,575,149
$29,417,960
$25,628,764
$22,153,295

I

2003

$41,192,190
$35,213,936
$29,949,742
$25,863,897
$22,148,427

8



R a n g e  o f  F u n d  V a l u e
H B  2 3 1 ,  5 . 2 5 %  D i s t r i b u t i o n

Range of E n d in g  M a rk e t V a lue
$60,000,000

$50,000,000

$40,000,000

GO
g  $30,000,000

$ 2 0 ,0 0 0 ,0 0 0  

$ 1 0 ,0 0 0 ,0 0 0

$ 0

10%
2 5 %
5 0 %
7 5 %
9 0 %

2004

$42,827,340
$37,362,396
$30,721,152
$25,759,272
$22,850,529

2005

$46,354,713
$38,514,490
$32,370,993
$25,952,404
$22,315,908

2006

$47,782,057
$40,454,795
$33,384,438
$26,981,920
$21,847,278

2007

$49,141,594
$42,606,987
$33,693,963
$27,621,596
$22,402,071

CFi’&te

mm

2008

$53,120,089
$42,590,500
$35,081,176
$27,886,257
$22,379,345



R a n g e  o f  R e a l  F u n d  V a l u e
H B  2 3 1 , 5 . 2 5 %  D i s t r i b u t i o n

Range of R ea l E n d in g  M arke t Va lue (1998 Dollars)
$45,000,000 

$40,000,000 

$35,000,000 

$30,000,000 

g  $25,000,000
o
§  $ 2 0 ,0 0 0 ,0 0 0  

$15,000,000 

$ 1 0 ,0 0 0 ,0 0 0  

$5,000,000 

$ 0

1999

1 0 %  $26,069,830 
2 5 %  $25,415,543 
5 0 %  $24,486,089 
7 5 %  $23,644,632 
9 0 %  $22,778,704

PL

2 0 0 0

$31,188,617
$28,821,642
$26,524,847
$24,475,507
$22,725,464

2 0 0 1

$33,073,537
$30,249,240
$26,778,087
$23,432,178
$21,263,065

2 0 0 2

$34,879,455
$30,449,990
$26,568,092
$22,562,954
$19,290,538

2003

$37,537,577
$30,671,036
$25,952,459
$21,910,528
$18,846,748



R a n g e  o f  R e a l  F u n d  V a l u e
H B  2 3 1 ,  5 . 2 5 %  D i s t r i b u t i o n

Range of Rea l E n d in g  M arke t V a lue  (1998 Dollars)
$45,000,000 

$40,000,000 

$35,000,000 

$30,000,000 

g  $25,000,000
o
w  $ 2 0 ,0 0 0 ,0 0 0  

$15,000,000 

$ 1 0 ,0 0 0 ,0 0 0  

$5,000,000 

$ 0

2004 2005 2006 2007 2008

1 0 %  $36,554,091 $38,231,656 $39,061,328 $40,064,778 $40,439,785
2 r%  $31,857,604 $31,867,948 $32,477,952 $32,796,818 $32,473,906
5 0 %  $25,554,157 $26,437,121 $26,661,038 $25,843,566 $26,005,945
7 5 %  $21,373,666 $21,104,088 $20,723,046 $21,024,458 $20,478,263
9 0 %  $18,729,372 $18,025,630 $17,201,231 $16,796,786 $15,499,149
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R a n g e  o f  E n d i n g  A I A  B a l a n c e
H B  2 3 1 ,  5 . 2 5 %  D i s t r i b u t i o n

Range o f E n d in g  A laska In com e A ccount Ba lance
$35,000,000

$30,000,000

$25,000,000

$ 2 0 ,0 0 0 ,0 0 0

$15,000,000

$ 1 0 ,0 0 0 ,0 0 0

$5,000,000

m m HI

$0

1999 2000 2001 2002 2003

1 0 % $8,168,681 $13,782,662 $16,688,412 $18,990,371 $22,001,173
2 5 % $7,443,981 $11,649,979 $13,592,582 $15,529,425 $16,022,919
5 0 % $6,667,836 $9,582,968 $10,314,650 $10,372,236 $10,758,725
7 5 % $5,762,631 $7,373,521 $6,850,607 $6,583,040 $6,672,880
9 0 % $4,847,075 $5,473,470 $4,616,392 $3,107,571 $2,957,410

1 2



R a n g e  o f  E n d i n g  A I A  B a l a n c e
H B  2 3 1 ,  5 . 2 5 %  D i s t r i b u t i o n

$30,000,000

$0

2004 2005

i

2006 2007 2008

1 0 % $23,485,947 $26,871,778 $28,148,295 $29,360,665 $33,192,465

2 5 % $18,021,003 $19,031,555 $20,821,032 $22,826,057 $22,662,876

5 0 % $11,379,758 $12,888,058 $13,750,676 $13,913,034 $15,153,552

7 5 % $6,417,879 $6,469,468 $7,348,157 $7,840,667 $7,958,632

9 0 % $3,509,136 $2,832,972 $2,213,516 $2,621,142 $2,451,721

$35,000,000

Range of E n d in g  A laska Incom e A ccount Ba lance

$25,000,000

c/>
O
OOGO

$ 2 0 ,0 0 0 ,0 0 0

$15,000,000

$ 1 0 ,0 0 0 ,0 0 0
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R a n g e  D i s t r i b u t e d  I n c o m e
H B  2 3 1 ,  5 . 2 5 %  D i s t r i b u t i o n

$2,500,000

$ 2 ,0 0 0 ,0 0 0

$1,500,000

$ 1 ,0 0 0 ,0 0 0

$500,000

$ 0

1 0%
2 5 %
5 0 %
7 5 %
9 0 %

Range o f D is tr ibu ted  Incom e

1999

$599,922
$599,922
$599,922
$599,922
$599,922

2 0 0 0

$1,254,325
$1,241,643
$1,227,745
$1,212,062
$1,195,322

2 00 1

$1,360,510
$1,324,975
$1,291,336
$1,256,971
$1,231,769

2 0 0 2

$1,455,546
$1,396,377
$1,340,755
$1,279,805
$1,241,014

2003

$1,625,330
$1,544,543
$1,434,436
$1,333,339
$1,255,598

1 4



R a n g e  o f  D i s t r i b u t e d  I n c o m e
H B  2 3 1 ,  5 . 2 5 %  D i s t r i b u t i o n

Range o f D is tr ibu ted  Incom e

1/3
Ooooe

$2,500,000

$ 2 ,0 0 0 ,0 0 0

$1,500,000

$ 1 ,0 0 0 ,0 0 0

$500,000

$ 0

2004 

1 0 %  $1,784,666 
2 5 %  $1,667,438 
5 0 %  $1,483,141 
7 5 %  $1,348,576 
9 0 %  $1,239,856

2005

$1,953,528
$1,785,314
$1,552,167
$1,366,201
$1,219,609

2006

$2,101,278
$1,868,387
$1,598,810
$1,356,246
$1,197,388

2007

$2,217,414
$1,920,447
$1,658,938
$1,364,704
$1,156,444

2008

$2,379,361
$2,009,558
$1,701,345
$1,397,871
$1,166,251

1 5



R a n g e  D i s t r i b u t e d  I n c o m e  - D i v
H B  2 3 1 ,  5 . 2 5 %  D i s t r i b u t i o n

Range of D is tr ibu ted  Incom e Fo r D iv id e nd

OOOt-O

$ 1 ,2 0 0 ,0 0 0

$ 1 ,0 0 0 ,0 0 0

$800,000

$600,000

$400,000

$ 2 0 0 ,0 0 0

J-

$0 f- •

1999 2000 2001 2002 2003

1 0 % $599,922 $606,795 $613,748 $611,329 $682,638
2 5 % $599,922 $606,795 $613,748 $586,478 $648,708
5 0 % $599,922 $606,795 $613,748 $563,117 $602,463
7 5 % $599,922 $606,795 $613,748 $537,518 $560,003

9 0 % $599,922 $606,795 $613,748 $521,788 $527,376
1 6



R a n g e  D i s t r i b u t e d  I n c o m e  - D i v
H B  2 3 1 , 5 . 2 5 %  D i s t r i b u t i o n

Range of D is tr ibu ted  In com e for D iv id e nd

to
OOObe

$ 1 ,0 0 0 ,0 0 0

$900,000

$800,000

$700,000

$600,000

$500,000

$400,000

$300,000

$ 2 0 0 ,0 0 0

$ 1 0 0 ,0 0 0

$0 (-

2004 2005 2006 2007 2008
1 0 % $749,560 $820,482 $882,537 $931,314 $999,332
2 5 % $700,324 $749,832 $784,723 $806,588 $844,014
5 0 % $623,615 $651,910 $671,586 $696,754 $714,565
7 5 % $569,216 $574,786 $571,648 $577,249 $587,106
9 0 % $525,638 $517,687 $507,738 $512,253 $504,034

1 7
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R a n g e  D i s t r i b u t e d  I n c o m e  - G o v
H B  2 3 1 ,  5 . 2 5 %  D i s t r i b u t i o n

$1,400,000

$ 1 ,2 0 0 ,0 0 0  

$ 1 ,0 0 0 ,0 0 0

$800,000

$600,000

$400,000

$ 2 0 0 ,0 0 0

$ 0

1 0 %
2 5 %
5 0 %
7 5 %
9 0 %

Range of D is tr ibu ted  In com e F o r G overnm ent

1999

$ 0
$ 0
$ 0
$ 0
$ 0

2 0 0 0

$647,530
$634,848
$620,951
$605,268
$588,528

b ti m h s  m

2 0 0 1
$746,762
$711,227
$677,588
$643,223
$618,021

2 0 0 2

$844,217
$809,899
$777,638
$742,287
$719,788

2003

$942,691
$895,835
$831,973
$773,337
$728,247

1 8



R a n g e  D i s t r i b u t e d  I n c o m e  - G o v
H B  2 3 1 ,  5 . 2 5 %  D i s t r i b u t i o n

Range o f D is tr ibu ted  In com e for G overnm ent

CO
OOOoe

$1,400,000

$ 1 ,2 0 0 ,0 0 0

$ 1 ,0 0 0 ,0 0 0

$800,000

$600,000

$400,000

$ 2 0 0 ,0 0 0

$ 0

Im
85WPK

2004 2005 2006 2007 2008

1 0 % $1,035,106 $1,133,046 $1,218,741 $1,286,100 $1,380,030
2 5 % $967,114 $1,035,482 $1,083,664 $1,113,859 $1,165,544
5 0 % $860,222 $900,257 $927,310 $962,184 $986,780
7 5 % $782,174 $792,397 $786,623 $791,528 $810,765

9 0 % $719,116 $707,264 $693,575 $670,737 $676,426
1 9



R a n g e  o f  E f f e c t i v e  P a y o u t  R a t e
H B  231, 5 . 2 5 %  D i s t r i b u t i o n

<D
3

13
>  
4—»<u
u,

2

c<uou,<u

1

6 .0 0 %

5.00%

4.00%

3.00%

2 .0 0 %

1 .0 0 %

0 .0 0 %

Range of E ffective Payout Rate

1999 2000 2001 2002 2003

1 0 % 2 . 5 5 % 4 . 9 6 % 5 . 1 2 % 5 . 4 1 % 5 . 7 0 %
2 5 % 2.46% 4 . 7 7 % 4 . 8 0 % 4 . 9 7 % 5 . 1 8 %

5 0 % 2 . 3 7 % 4 . 5 7 % 4 . 4 9 % 4 . 5 5 % 4 . 7 4 %

7 5 % 2 . 3 0 % 4 . 4 0 % 4 . 1 8 % 4 . 1 4 % 4 . 3 3 %

9 0 % 2 . 2 3 % 4 . 2 3 % 3 . 9 8 % 3 . 8 6 % 3 . 9 4 %
2 0



R a n g e  o f  E f f e c t i v e  P a y o u t  R a t e
H B  2 3 1 , 5 . 2 5 %  D i s t r i b u t i o n

6 .0 0 %

5.00% 

>  4.00%
4-»<D

i  3.00%

§  2 .0 0 %  
u  <u 

C-,

1 .0 0 %

0 .0 0 %

Range of E ffective Payout Rate

mm H I

2004 2005 2006 2007 2008
1 0 % 5 . 6 3 % 5 . 6 9 % 5 . 8 4 % 5 . 6 9 % 5 . 7 9 %
2 5 % 5 . 2 7 % 5 . 3 2 % 5 . 2 6 % 5 . 2 4 % 5 . 3 7 %
5 0 % 4 . 8 9 % 4 . 9 2 % 4 . 8 4 % 4 . 8 1 % 4 . 8 5 %

7 5 % 4 . 4 0 % 4 . 4 5 % 4 . 4 5 % 4 . 4 0 % 4 . 3 6 %

9 0 % 4 . 0 0 % 4 . 1 0 % 4 . 0 6 % 4 . 0 1 % 4 . 0 2 %
2 1



A L A S K A  P E R M A N E N T  F U N D  

F I N A N C I A L  P R O J E C T I O N S  1 9 9 9  - 2 0 2 0

as oi March 31,1999
(in millions)

FY

PRINCIPAL (AT COST) 

Dedicated
FY Begin Appro- State Inflation- 
Balance rlations Revenues ,J| Proofing

FY End 
Balance

77-96
97
98

0
16,205
17,828

5,854
829
35

5,727 
131 308 

230

4,624
486
423

16,205
17,828
18,516

99 18,516 41 <4) 138 288 18,984
00 18,984 27 135 574 19,720
01 19,720 29 146 597 20,492
02 20,492 31 151 620 21,294
03 21,294 33 166 645 22,138
04 22,138 36 177 671 23,021
05 23,021 38 165 697 23,922
06 23,922 41 176 724 24,863
07 24,863 44 170 752 25,830
08 25,830 47 169 781 26,827
09 26,827 51 167 811 27,856
10 27,856 55 156 842 28,909
11 28,909 59 150 874 29,991
12 29,991 63 149 906 31,109
13 31,109 68 143 940 32,260
14 32,260 73 138 974 33,444
15 33,444 78 133 1,010 34,665
16 34,665 84 128 1,046 35,923
17 35,923 90 124 1,084 37,220
18 37,220 96 120 1,123 38,560
19 38,560 103 117 1,163 39,944
20 39,944 111 113 1,205 41,373

Cumulative Totals 
Projected for 1999 - 2020: 3,231 18,328 41,373

GASB 
Net 

Income (l>

Statutory
Net

Income

INCOME 

Distributions of Statutory Income Earnings Reserve

Dividends
Inflation-
Proofing

General
Fund

Add
(Delete)

FY End 
Balance

16,153 14,034 5,993 4,624 223 104 104
3,149 2,036 747 486 1 3 107
3,435 2,595 893 423 1,282 1,389

2,281 2,294 1019 288 987 2,376
1,922 1,789 1,101 574 113 2,489
1,996 1,857 1,110 597 150 2,639
2,076 1,930 1,099 620 210 2,849
2,163 2,010 1,037 645 328 3,177
2,263 2,102 1,017 671 414 3,592
2,372 2,203 1,061 697 445 4,037
2,486 2,308 1,108 724 475 4,512
2,606 2,418 1,159 752 506 5,018
2,730 2,532 1,214 781 537 5,555
2,860 2,651 1,272 811 568 6,123
2,995 2,775 1,332 842 601 5,724
3,135 2,903 1,394 874 636 7,360
3,280 3,037 1,459 906 672 8,032
3,432 3,176 1,527 940 709 8,741
3,590 3,320 1,597 974 749 9,490
3,754 3,470 1,670 1,010 790 10,280
3,925 3,626 1,746 1,046 834 11,114
4,103 3,788 1,825 1,084 879 11,993
4,288 3,956 1,907 1,123 926 12,919
4,481 4,132 1,992 1,163 976 13,895
4,682 4,314 2,081 1,205 1,028 14,923

67,419 62,589
•

30,727 18,328 14,923

UNREALIZED
GAINS

Net FY End
Change Balance

2,084 2,084
1,085 3,169

802 3,971

(54) 3,917
106 4,023
110 4,134
115 4,249
120 4,368
125 4,493
131 4,624
137 4,761
144 4,905
151 5,056
158 5,213
165 5,378
173 5,551
181 5,731
189 5,920
197 6,117
206 6,324
216 6,539
225 6,765
235 7,000
246 7,246
257 7,503

3,532 7,503

TO TA L 
FUND 

At Market

(6) FY
18,393 77-96
21,104 97
23,876 98

25,276 99
26,233 00
27,264 01
28,392 02
29,684 03
31,106 04
32,583 05
34,137 06
35,753 07
37,438 08
.39,193 09
41,011 10
42,902 11
44,873 12
46,921 13
49,051 14
51,269 15
53,576 16
55,978 17
58,479 18
61,085 19
63,799 20

63,799

Rate of Return Assumptions

Total - Inflation = Real
FY 99 

FY 2000-20 (5>
9.51%
7.75%

1.54%
3.00%

7.97%
4.75%

Realized
11.03%
7.33%

(l) GASB net income is statutory net income plus Ihe nel change in unrealized gains and settlement earnings.
,J| Per Department of Revenue's Spring 1999 Forecast.
,3) Earnings reserve appropialed to principal.
w Settlement earnings transferred to principal per AS 37.13.145(d). STATUS QUO
151 Based on 1999 Callan capital market and inflation assumplions.
t6) Total Fund (al markel) equals Principal (at cost) plus the Earnings Reserve plus Unrealized Gains.



A L A S K A  P E R M A N E N T  F O N D  

F I N A N C I A L  P R O I E C T I O N S 1 9 9 9  - 2 0 2 0

as of March 31,1999
(in millions)

FY
FY Begin 
Balance

PRINCIPAL (AT  COST)

Dedicated
Appro- State Inflation- FY End 
riations Revenues<7) Proofing Balance

GASB 
Net 

Income 1

INCOME 

Distributions of Income
Alaska 

Income Account

TO TA L 
FUND 

At Market

" Dividends
Inflation-
Proofing

General
Fund

Add
(Delete)

FY End 
Balance (6) FY

77-96 0 5,854 5,727 4,624 16,205 16,153 5,993 4,624 223 2,188 2,188 18,393 77-96
97 16,205 829 t3) 308 486 17,828 3,149 747 486 1 1,088 3,276 21,104 97
98 17,828 35 230 423 18,516 3,435 893 423 2,084 5,360 23,876 98

99 18,516 41 «> 130 288 18,975 2281 613 288 3,212 <7) 8,572 27,547 99

00 18,975 123 19,098 2150 630 719 800 9,372 28,471 00
01 19,098 132 19,230 2277 649 750 879 10,251 29,482 01
02 19,230 137 19,367 2359 603 833 924 11,175 30,542 02
03 19,367 145 19,512 2445 617 852 976 12,151 31,663 03
04 19,512 150 19,663 2536 651 900 985 13,136 32,798 04
05 19,663 142 19,804 2627 675 932 1,021 14,157 33,961 05
06 19,804 151 19,955 2721 699 965 1,058 15,214 35,169 06
07 19,955 147 20,102 2819 724 1,000 1,095 16,310 36,412 07
08 20,102 147 20,249 2919 750 1,035 1,134 17,443 37,692 08
09 20,249 145 20,394 3022 776 1,072 1,174 18,617 39,011 09
10 20,394 136 20,529 3128 804 1,110 1,215 19,832 40,361 10
11 20,529 131 20,660 3237 832 1,149 1,256 21,089 41,749 11
12 20,660 131 20,791 3349 861 1,189 1,299 22,388 43,179 12
13 20,791 125 20,916 3465 891 1,230 1,344 23,732 44,648 13
14 20,916 121 21,037 3583 921 1,272 1,389 25,121 46,158 14
15 21,037 117 21,154 3705 953 1,316 1,436 26,557 47,711 15
16 21,154 113 21,267 3830 985 1,361 1,484 28,041 49,308 16
17 21,267 109 21,376 3959 1,019 1,407 1,534 29,574 50,951 17
18 21,376 106 21,483 4092 1,053 1,454 1,585 31,159 52,641 18
19 21,483 103 21,586 4228 1,088 1,503 1,637 32,796 54,382 19
20 21,585 101 21,687 4369 1,125 1,553 1,691 34,487 56,174 20

Cumulative Totals y ;
• ■ i  : y. r

. II.*, >-M i •■V vv • •
Projected for 1999 -2020: 2,841 288 " 21,687 69,102 17,918 288 23,600 34,487 56,174

'• GASB nel income is statutory net income plus Ihe net change in unrealized gains and settlement earning: 
3) Per Department of Revenue's Spring 1999 Forecast and passage of HB 96.
31 Earnings reserve appropialed lo principal.

Settlement earnings transferred lo principal per AS 37.13.145(d). per HB 231
5) Based on 1999 Callan capital market and inflation assumptions.
61 Total Fund (at market) equals Principal (at cost) plus Ihe Earnings Reserve plus Unrealized Gains.
71 Includes $1,873 million transferred from the Constitutional Budget Reserve transferred on July 2,1999

Rate of Return Assumptions

Total Inflation = Real
FY 1999 
FY 2000 

FY 2001-20 (5)

9.51%
7.94%
8.13%

1.54%
3.00%
3.00%

7.97%
4.94%
5.13%
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ATTORNEYS AT LAW

Sim p s o n , T il l in g h a s t , So r e n s e n  S Lo r en sei

A PROFESSIONAL CORPORATION 

ONE SEALASKA PLAZA, SUITE 300 

JUNEAU, ALASKA 99801

PHONE (907) 586-1400 
FAX (907) 586-3065

M EM O R A N D U M

To: Jim  K elly, APFC

From: R on Lorcnsen,

Date: M ay 11, 1999

Re: HB 231 and HB 232, relating to the A laska Incom e A ccount
O ur File No.: S46.6

A t y o u r request, I have review ed HB 231 and HB 232. I f  passed, these bills would 
im plem ent a percent o f  market value (POM V) distribution m echanism  for the income o f  the Alaska 
Perm anent Fund (the Fund) very sim ilar to that proposed by the Board's Investm ent Policy Options 
Com m ittee. This m em o describes these two bills.

I. HB 232 .

In o rder to understand how HB 231 works, HB 232 needs to be described first. HB 232 is 
an appropriations bill that would deposit the en tire unappropriated balance o f  the 
constitutional budget reserve fund (CBRF) as o f  July 2, 1999 into the Fund's income account. 
T his account is presently known as the "earnings reserve account," but under HB 231. it is 
renam ed the "Alaska Income Account." HB 232 will only take effect, however, if  a bill like 
HB 231, establishing the A laska Income A ccount, is passed.

II. I-IB 231.

.Section 1. In addition to renam ing the Fund's incom e account the "A laska Income 
A ccount," section 1 o f  the bill addresses the statutory issues recently identified by M orrison 
& Foerster relating to determ ination o f  the Fund's incom e according to generally accepted 
accounting principles and GASB 31, in particular. U nder this provision, all income o f  the 
Fund is deposited into the A laska Income A ccount, w ith the Fund's balance determ ined 
accord ing  to generally accepted accounting principles. Form er distinctions between 
"realized" and "unrealized" incom e are elim inated.



Simpson, Tillinchast, Sorensen 8 Lorensen, P. C.

Jim  K elly, A PFC 
M ay 11, 1999 
Page 2

Section 2 . Section  2 is the heart o f  the bill. It establishes the A laska Incom e A ccount 
("A ccount") as a separate account o f  the Fund. It then sets out the PO M V  distribution rule. 
U nder the bill, the distribution is determ ined based on the average o f  the quarter-end m arket 
value o f  the Fund and the C BR F, com bined, over the last 20 fiscal year quarters, not 
counting  the fiscal year ju s t ended. The am ount to be transferred from  the A ccount to the 
general fund in a fiscal year is set at 5.25 percent o f  that 20 quarter average. The method for 
determ ining  quarter-end m arket value looks to the com bined value o f  the Fund and the 
C B R F in preceding years because o f  the transfer o f  the CB R F into the Fund m ade by HB 
232.

In addition to setting the PO M V  distribution ruie, Section 2 also establishes the m echanism  
for determ ining  how  m uch o f  each annual distribution am ount is to be used for the 
Perm anent Fund D ividend program  ("PFD 's"). A s drafted, the bill calls for 42 percent o f  
each d istribution to be paid into the special dividend fund established by AS 43.23.045.

Section 3, 4. and 5 . T hese sections am end statutes relating to the M ental Health Trust 
Fund, the A laska Science and Technology Foundation, and the International Trade and 
B usiness Endow m ent, repectively , to m ake it clear that the incom e earned by  the A laska 
Perm anent Fund Corporation that is attributable to each o f  these funds is not included in the 
A laska Incom e A ccount.

Sections 6 and 7 . These tem porary sections provide for a phasing-in  o f  the perm anent
provisions o f  the bill—both the com putation o f  the payout from the A laska Incom e Account 
and the am ount to be paid as PFD's. U nder these provisions, for the years 1999, 2000, and 
2001, the PFD is fixed at S I ,000. W ith respect to the calculation o f  the POM V distribution, 
the applicable period over w hich the quarter-end m arket value o f  the Fund and the CBRF, 
com bined, will be determ ined is phased in for FY 2001, FY 2002, and FY 2003 rather than 
using a full 20 quarter period for those years. As w ritten, the quarter-end m arket value 
applicable to the FY 2001 payout will be based on eight quarters, the value applicable to the 
FY  2002 payout will be averaged over 12 quarters, and the value applicable to the FY 2003 
payout w ill be averaged over 16 quarters. This m eans that the first fiscal year for which a 
full 20 quarter average w ill be used will be the payout determ ined for FY 2004.

Sections .S and 9 . T hese are effective date provisions. Except for Section 6, which
establishes the PFD am ount for 1999 at S I ,000, all provisions o f  the bill take effect on July 
2, 1999. Section 6 takes effect im m ediately.

A ttachm ent

cc: Board o fT ru stccs , A PFC
Byron I. M allott, Executive Director, APFC 
Peter Bushrc, C h ie f F inancial O fficer, A PFC
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M EM O RA N D U M

To: Jim  Kelly, A PFC

From: Ron Lorensen, STS& L' 

Date: M ay 11, 1999

Re: Proposed am endm ents to HB 231
O ur File No.: S46.6

At your request 1 have drafted the attached am endm ents to HB 231. The purpose o f  the eight 
proposed am endm ents is as follows:

1. A m endm ents 1 and 2 .

As you  have pointed out, HB 231 does not specifically  address w hat w ould happen if  the 
am ount calculated for distribution to the general fund in a fiscal year under tne bill's percent 
o f  m arket value ("PO M V ") approach exceeds the am ount availab le  in thu ..sk a  Incom e 
A ccount ("the A ccount") during that fiscal year. Presum ably, in the al. o f  specific
direction, at any tim e that the Account balance is insufficient to cover a planned transfer, the 
transfer would be lim ited to the am ount o f  the A ccount’s balance. H ow ever, because o f  the 
underly ing constitutional lim itation that the principal o f  the Fund is not subject to 
appropriation, it w ould probably be prudent to add a provision to the bill that expressly states 
how a shortfall in the A ccount will be handled.

Also, as drafied, the bill does not set a tim e limit for m aking the required transfer for a fiscal 
year. W ithout a tim e limit—and if  the aggregate balance in the A ccount is insufficient to pay 
the com puted transfer for that fiscal y e a r - i t  could happen that any shortfall in the am ounl 
transferred  that fiscal year would be carried over for paym ent in the next fiscal year and 
essen tially  "com pete" for paym ent with the POM V transfer ca lcu lated  for that follow ing 
year.

Proposed am endm ents 1 and 2 to HB 231 would address these issues.
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2. A m en d m en t s  3 and 4 ,

In review ing the provisions o f  HB 231, it is not clear w hether or how  a PO M V  transfer from 
the A ccount to the general fund in FY  2000 should be determ ined. U nder the bill's 
transitional provisions at (c) o f  Section 7, the phased-in approach for determ ining the average 
quarter-end  m arket value on which the transfer is based first applies to the transfer to be 
m ade in FY  2001 ("the am ount transferred . . .  following the end o f . . .  Fiscal year 2000"). 
Since the PO M V  distribution provision o f  the bill takes effect on July 2 ,1 9 9 9 , in the absence 
o f  a transitional p rovision indicating otherw ise, it appears that the perm anent, long-term 
averaging form ula that looks to the last 20 quarters before the fiscal year that ju s t ended 
w ould apply in FY 2000. G iven the care taken in the bill to phase in the averaging period 
for PO M V  distributions in Fiscal Years 2001, 2002, and 2003, it is doubtful that this result 
was in tended . Instead, as I understand it, the legislative plan for Fiscal Y ear 2000 sim ply 
calls for a one-tim e appropriation o f  a fixed am ount from the A ccount.

Proposed am endm ents 3 and 4 would address this question by m aking it clear that the POM V 
distribution  provision is not to be applied in Fiscal Y ear 2000.

A ttachm ent



Proposed a m e n d m e n t s  to H B  231:

1. at page 2, line 4, insert the following:

(b) T he transfe r to the general fund o f  the am ount required under (a) o f  this 

sec tion  shall be com pleted  before the end o f  the fiscal year in w hich the transfer is to be 

m ade. A  transfer under (a) m ay not exceed the balance in the A laska Incom e Account at the 

tim e o f  the transfer. N otw ithstanding (a), i f  the aggregate balance in the A laska Incom e 

A cco un t d uring  the fiscal year in which the transfer to the general fund under (a) is to be 

m ade is less than the am ount required to be transferred under (a), the transfer am ount for that 

fiscal year is lim ited to the aggregate balance o f  the A laska Incom e A ccount during the fiscal 

year.

2. re-le tte r existing  subsec. (b) at page 2, line 4 as (c)

3. at page 3, line 4, insert the following:

(c) N othw ithstanding AS 37 .13 .145(a), as rep ea l'd  and reenacted in sec. 2 o f  this 

Act, AS 37.13.145 does not apply to require a transfer to the general fund in fiscal year 2000.

4. re-le tter ex isting  subsec. (c) at page 3, line 4 as (d)



FISCAL NOTE

Hb23?.ils

Revision Date/Time (Note if correction)__________________Dept. Affectc Revenue_______
Title: An Act making a special appropriation from the BRU Revenue Operations

STATE OF ALASKA B IL L  NO. HB 232
1999 LE G IS LA T IV E  SESSION

budget reserve fund to the Alaska income account Component Alaska Permanent Fund Corporation 
Sponsor House Rules Committee_______________ ______________________________________
Requester House Finance Committee Component Serial No.

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services
Travel
Contractual 1,404.8 3,073.6 3,362.5 3,678.6 4,024.4 4,402.7
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 1,404,8 | 3,073.6 3,362.5 3,678.6 4,024.4 4,402.7

ICAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) 101,693.7 109,82^2 114,095.2 119,001.0 124,347.6 129,888.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other Corporate Receipts 1.404.8 3,073.6 3,362.5 3,678.6 4,024.4 4,402.7

TOTAL 1,404.8 3,073.6 3,362.5 3,678.6 4,024.4 4,402.7

cstlmato of current yoar (FY99) cost: 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: This fisca l note assumes an increase in costs and  revenues associa ted with a
$1,873 billion increase in pub lic  equity investments.

Prepared by Peter A. Bushre Phone 465-2301___________

Division Alaska Permanent Fund Corporation________________  Date/Time__________________
Approved by
Commissioner Wilson L. Condon___________________________________ Date___________________
Agency Department of Revenue_________________________

P R E P A R E R  TO PROVID E ALL DISTRIBUTION C O P IE S  T O  G O V E R N O R ’S LEGISLATIVE OFFICE
For further distribution information, call Iho Governor's Legislative Office

P a g e  1 of 1
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H O U SE  B IL L  N O . 231

IN T H E  LEGISLATU RE OF T H E  STA TE O F ALASKA

TW E N TY -FIR ST  LEG ISLA TU RE - FIRST SESSIO N

B Y  T H E  HOUSE  R U L E S  C O M M I T T E E  B Y  R E Q U E S T

Introduced: 5/8/99 ' 'Ref erred:  Finance
• • . >

A B IL L  

F O R  AN A C T  E N T IT L E D

1 "A n  A ct re la tin g  to incom e of the A laska p e rm a n e n t fu n d , to  th e  A laska Incom e

2 A cco u n t, an d  to p e rm a n e n t fund d iv idends; a n d  p ro v id in g  fo r a n  effective d a te ."

3 3 E  IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A LA SK A :

t v  m

1-LS0960\A

4 * S ec tio n  1. AS 37 .13 .140  is repealed and reenacted  to read:

5 Sec. 37 .13 .140. Incom e. All incom e o f the fund shall be deposited in the

6 A laska Incom e A ccount established under AS 37.13.145. The balance o f  the A laska

7 Incom e A ccoun t shall be determ ined according to generally  accepted accounting

8 principles. Incom e o f the fund includes incom e o f  the A laska Incom e A ccount.

9 * Sec. 2. AS 37.13 .145  is repealed and reenacted  to read:

10 Sec. 37 .13 .145. D isposition  o f  in co m e, (a) T h e  A laska Incom e A ccount is

11 established as a separate account in the fund. Follow ing the end o f each fiscal year,

12 an am ount shall be transferred from the account to the general fund that is equal to

13 5.25 percent o f  the average o f the quarter-end m arket value o f  Ihe last 20 fiscal year

14 quarters before the fiscal year ju st ended o f

IIB0231a -1-
New Text. Underlined [DELETED TEXT BRACKETED]
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1 (1) the fund, includ ing  the A laska Incom e A ccount; and

2 (2) the budget reserve fund (art. IX , sec. 17, C onstitu tion o f  the S tate

3 o f A laska).

4 (b) A fter the transfer und er (a) o f  this section, the com m issioner o f  revenue

5 shall transfer from  the general fund to the d iv idend  fund, (AS 43.23.045) 42 percent

6 o f the am ount transferred to the general fund under (a) o f  this section.

7 * Sec. 3. AS 37.13.300(c) is am ended  to read:

8 (c) N et incom e from  the m ental health  trust fund m ay not be included in the

9 [C O M PU TA TIO N  OF N ET] incom e o f  th e  A la sk a  p e rm a n e n t fu n d  [A V A ILA B LE

10 FO R D ISTR IB U TIO N ] under AS 37.13.140.

11 * Sec. 4. AS 37.17.020(b) is am ended  to read:

12 (b) The endow m ent shall be held and invested by the A laska Perm anent Fund

13 C orporation  subject to A S 37.13.120; how ever, net incom e from  the endow m ent shall

14 be d istributed  under AS 37.17 .010  - 37 .17 .110  and 37.17.225. N et incom e from  the

15 endow m ent may not be included in the [C O M PU T A TIO N  O F NET] incom e o f  th e

16 A la sk a  p e rm a n e n t fu n d  [A V A IL A B L E  FO R  D ISTR IB U TIO N ] under AS 37.13.140.

17 * Sec. 5. AS 37.17.440(b) is am ended  to read:

18 (b) The principal and incom e o f  the endow m ent shall be held and invested by

19 the A laska Perm anent F und C orporation  sub ject to AS 37.13.120; how ever, net incom e

20 from  the endow m ent and subsequen t incom e earned on net incom e from  the

21 endow m ent shall be held in a separate  accoun t until appropriated by the legislature.

22  N et incom e from  the endow m ent m ay not be included in the [C O M PU TA TIO N  O F

23 N ET] incom e o f  th e  A la sk a  p e rm a n e n t  fu n d  [A V A ILA B LE FO R D IST R IB U TIO N ]

24 under A S 37.13.140.

25 * S e c . 6. 1999 PER M A N E N T FU N D  D IV ID E N D S. N otw ithstanding AS 37.13.145(b) and

26 AS 43.23.025, the am ount o f  each  perm anen t fund dividend for 1999 is $1,000.

27 * See. 7. TR A N SITIO N , (a) T he A laska Incom e A ccount established in AS 3 7 .1 3 .145(a),

28  as repealed and  reenacted in sec. 2 o f  this A ct, is the successor to the earnings reserve

29 account, and the balance in the earnings reserve account on the effective date o f this section

30  shall be retained  in the A laska Incom e A ccoun t until d istributed in accordance w ith

31 AS 37.13.145, as repealed and reenacted  in sec. 2 o f  this Act.

1-LS0960VA

HB 231 -2-
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1 (b) N otw ithstanding  AS 37.13.145(b), as repealed and reenacted in sec. 2 o f  th is A ct,

2 and AS 43.23.025, the am ount o f  each perm anent fund dividend for 2000  and each perm anent

3 fund dividend for 2001 is $1,000.

4 (c) N otw ithstanding AS 37.13.145(a), as repealed and i .  enacted in sec. 2 o f  this Act,

5 the am ount transferred from  the A laska Incom e A ccount to the general fund follow ing the end

6 o f

7 (1) fiscal year 2000  is equal to 5.25 percent o f  the average o f  the quarter-end

8 m arket value for the last eigh t fiscal year quarters before the fiscal year ju s t  ended o f

9 (A) the A laska perm anent fund (art. IX, sec. 15, C onstitu tion  o f the

10 State o f  A laska), including the-A laska Incom e Account; and

11 (B) the budget reserve fund (art. IX, sec. 17, C onstitu tion  o f  the S tate

12 o f Alaska);

13 (2) fiscal y ear 2001 is equal to 5.25 percent o f the average o f  the quarter-end

14 m arket value for the last 12 fiscal year quarters before the fiscal year ju s t ended o f

15 (A) the A laska perm anent fund (art. IX, .sec. 15, C onstitu tion  o f  (he

16 S tate o f  A laska), including the A laska Incom e Account; and

17 (B) the budget reserve fund (art IX, sec. 17, C onstitu tion  o f  the S tate

18 o f A laska);

19 (3) fiscal year 2002 is equal to 5.25 percent o f  the average o f  the quarter-end

20 m arket value for the last 16 quarters before the fiscal year ju st ended o f

21 (A) the A laska perm anent fund (art. IX, sec. 15, C onstitu tion  o f  the

22 S tate o f A laska), including the A laska Incom e Account; and

23 (B) the budget reserve fund (art. IX, sec. 17, C onstitu tion  o f  the State

24 o f  A laska).

25 * Sec. 8. Sections 1 - 5 and 7 o f  this Act take effect July 2, 1999.

26 * Sec. 9. Section 6 o f  this Act takes effect im m ediately  under AS 01.10.070(c).
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IN TH E L E G ISLA TU R E O F TH E STA TE O F ALA SK A

TW EN TY -FIR ST LEG ISLA T U R E - FIRST SESSION

B Y  T H E  HOUSE  RU LE S  C O M M I T T E E  B Y  R E Q U E S T

Introduced: 5/8/99 
Referred:  Finance

A B IL L  

F O R  A N  A C T  E N T IT L E D

1 "A n  A ct m ak in g  a  special a p p ro p r ia t io n  fro m  th e  b u d g e t reserv e  fu n d  u n d e r  a r t .

2  IX , sec. 17(c), C o n stitu tio n  o f  th e  S ta te  o f  A lask a , to  th e  A lask a  In co m e A cco un t;

3  a n d  p ro v id in g  fo r an  effective d a te ."

4 B E  IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

5 * S ec tio n  1. The unappropriated  balance in the budget reserve fund (art. IX , sec. 17,

6 C onstitu tion  o f the State o f  A laska) on Ju ly  2, 1999, is appropriated to the A laska Incom e

7 A ccount (AS 37.13.145). T h is appropriation  is m ade under art. IX , sec. 17(c), C onstitu tion

8 o f the S tate o f  Alaska.

9 * Sec. 2 . This A ct takes effect only i f  a version o f a  bill establishing the A laska Incom e

10 A ccount in the A laska perm anent fund is passed by the T w enty-F irst A laska S tate L eg islatu re

11 and becom es law.

12 * Sec. 3. If  this Act takes effect, it takes effect on the effective date o f  the provisions o f

13 the bill described in sec. 2 o f  this A ct that estab lish  the A laska Incom e A ccount in the A laska

14 perm anent fund.
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f t T O F  A L  A S K A  r

W O R K I N G  T O  P R O M O T E  
A L A S K A ' S  L O N G - T E R M  
F I S C A L  C E R T A I N T Y

A N  U P D A T E  O N  C L O S I N G  A L A S K A ' S  F I S C A L  G A P  • I S S U E  #7 • W E E K  OF  M A Y  10, 1999

H o u s e  p r o p o s e s  " H e a l t h y  A l a s k a "  P l a n

E arlier this legislative session, the G overnor 
proposed a "B alanced Budget" plan as a way to get 
A laska's fiscal house in order. W hile the bad news 
was that it w as pronounced dead on arrival be­
cause it reim posed a state incom e tax, the good 
news was it broke new ground by proposing to tap 
Perm anent Fund earnings to pay for governm ent 
services and the Legislature was able to react.

N ext cam e the "All A laska" plan which was 
advanced by a cadre o f House M ajority  m em bers. 
W hile there was no incom e tax, it took the bold 
step and said  Perm anent Fund (PF) dividends 
would no longer have "first call" on PF  earnings. 
Instead, m oney to pay dividends w ould com pete 
for the sam e dollars that could pay for traditional 
state services.

L ast S a tu rd ay  a co m prom ise w as in troduced  
in the H ouse. C alled  the "H ealthy  A laska" p lan , 
it p roposes to se t up an annual stream  o f P erm a­
nent F und  ea rn in g s  to o ffset less revenues from  
decreased  oil p rod u ction  and low  prices. A 
m ajor d iffe ren ce  from  the "All A laska" p lan is 
that it ea rm arks som e Fund earn in g s for d iv i­
dends and then  the balance pays for governm ent 
program s.
How it works

The "H ealthy Alaska" plan 's key provisions are 
incorporated in H ouse Bill 231. As proposed, the 
plan:

• R enam es the Perm anent Fund's Earnings 
R eserve A ccount (ERA) to the "A laska Incom e 
A ccount" (A IA ). (Currently all PF earnings go 
into the ERA from which dividends and infla­
tion-proofing are paid. Leftover earnings have

no specified purpose. Currently the ERA is 
invested as part of the PF, so in a way it con­
tributes to higher earnings and therefore 
higher dividends. This is why some suggest 
that using these leftover earnings is a "raid" on 
the PF itself, even though it's not.);
• Transfers the Constitutional B udget R eserve 
balance (about $2.8 billion,) to the A IA ;
• Future PF earnings will go into the AIA;
• Each year 5.25%  will be w ithdraw n from the 
AIA based on a five-year average o f tthe 
m arket value o f the PF and AIA. U sing a 
prescribed payout autom atically  inflation- 
proofs the AIA;
• 42%  of this draw  will be paid out in d ivi­
dends; the rem ainder will go into the state 's 
general fund to pay for governm ent services. 
During a three-year transition, how ever, the 
annual dividend will be $1,000; and
• Spending is cu t by $70 million over two 
yr ars.

T esting  ag a in s t th e  C o u n c il's  c r i te r ia
The Fiscal Policy Council has developed a 

criteria by which it evaluates proposals to close the 
gap (past issues o f  FISCAL SENSE describe the 
criteria and can be found on the C ouncil's web 
page: ww w .fiscalak.org). It also uses a model 
developed by Dr. Scott G oldsm ith o f U A A 's 
Institute for Social and Econom ic Research.
T h e  p la n 's  s tre n g th s

The m ost im portant criteria in evaluating a plan 
is w hether it sustains the value o f  A laska's finan­
cial assets. Will the value o f A laska's financial 
assets (Perm anent Fund, Earnings R eserve Ac-

http://www.fiscalak.org
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"Healthy Alaska" plan proposed (co n tin u ed . . . )

count, C onstitu tional Budget Reserve, and the 
general fund revenues) be at least the sam e in 10 or 
20 years? T his is m ost im portant because for the 
foreseeable future, A laska's financial assets will be 
the sta te’s prim ary source o f revenues. As a result, 
protecting their value is the highest priority.

The "H ealthy 
Alaska" plan m eets this 
test and has a num ber o f 
other strengths, w hich 
include:

• A prescribed payout rate 
enables the Permanent 
Fund to be managed to 
maximize its long-run real 
rate o f return;

• A new stable, p re­
dictable, and grow ing 
stream  o f financial 
earnings will be avail­
able to help fund s t a ': 
services;

• Curbs the dividend's 
current inflated grow th 
rate which cannot be 
sustained;

• Easy to im plem ent 
because no voter ap­
proval is required.
C o n cern s

T he C ouncil sug­
gests, how ever, that 
there are som e concerns, 
which include:

• Because the w ith­
drawal rate is set by law 
and not by a C onstitu ­
tional am endm ent, it can 
be changed by a future 
Legislature. I f  a higher 
rate is w ithdraw n, it

would erode the future value o f  the state 's financial 
assets;

• Instead o f the current p ractice o f putting  infla­
tion-proofing dollars into the Perm anent Fund, and 
therefore being constitutionally -pro tected  against 
being spent, the plan puts these dollars in the AIA

and as a result, they 
could be spent;

♦ U nlike the "All 
A laska" p lan w hich did 
not p rescribe how 
m uch is to be paid  in 
d ividends, the new 
plan earm arks a per­
centage fo r dividends. 
W hile this m av achieve 
a politically  desirable 
goal, it reduces flex­
ibility in m eeting 
future dem ands for 
state services;
• Even though the value 

of Alaska's financial 
assets is maintained, 
revenues from oilier 
sources such as oil, will 
continue to decline. This 
means that revenues from 
a broad-based tax may be 
necessary to sustain the 
prescribed level of 
dividends or pay for state 
services. Under the plan, 
the capacity to tax is not is 
not yet utilized, tuul 
remains a future option by 
which a connection 
between growth in the 
economy and revenues to 
the state treasury could 
be realized.
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The model shows that under the "Healthy Alaska" 
plan, the value of the state's financial assets would be 
slightly less ($768 million) in 2010 than today. Unlike 
previous graphs that showed a loss in value under the 
Governor's proposal, the above shows an increase 
because the House's proposed reduced level of spend­
ing is applied. If the Governor's plan spent less as 
proposed in the "Healthy Alaska" plan, asset value 
would grow instead of decrease. Un. ke the House 
proposal, the Governor's plan also collects $350 
million through personal income taxes.

A bout the m odel's key assumptions:
• Incorporates "Healthy Alaska" plan's proposed $70 
million in cuts; spending is then flat except for K-12 
education that grows at 1.5%
• Rate of return Real Nominal
Long: 4.5% 7.6%
Short: 2.5% 5.6%
• Oil revenues ADOR April 1999 forecast
• Non-oil revenues Grow $10 million/year 
Further details about the model can be found in the April 
12, 1999 issue o f FISCAL SENSF at www.fiscalak.org.

The Fiscal Policy C ouncil o f A laska, Inc. is a nonpartisan, nonprofit, m em ber-supported organization dedicated to 
prom oting the state 's long-term  fiscal certainty through research and providing objective inform ation about A laska’s 

finances. "FISCAL SENSE" is written by FPCA board m em ber Cheryl Frasca, a longtim e budgct-w atcher. 
The Council can be reached by calling (907)258-2331; fax 258-2332; exdir@ fiscalak.org; w w w .fiscalak.org

http://www.fiscalak.org
mailto:exdir@fiscalak.org
http://www.fiscalak.org


I n c r e m e n t a l  R e v e n u e  F r o m  H i g h  C a s e  F o r e c a s t  o f :  

1 )  N e w  D i s c o v e r i e s  o f  O i l  a n d  G a s ,  a n d  

2 )  D e v e l o p m e n t  o f  D i s c o v e r e d  O i l  a n d  G a s  N o t  

C u r r e n t l y  S c h e d u l e d  f o r  D e v e l o p m e n t
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Tab le  1

Base Line Alaska Production from Department of Revenue Spring 1999 Forecast in  M illions of 
Barrels Per Day

The T able on the fo llow ing three pages reflects the D epartm ent o f R evenue’s spring  oil production forecast for FY 2000 through FY 2020.
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Table 1

Base Line Alaska Oil Production from Department of Revenue Spring 1999 Forecast
in Millions of Barrels Per Day

(Millions of 
Barrels/Day) 2000 2001 2002 2003 2004 2005 2006 2007 2008

Cook Inlet 
Production

0.026178 0.023666 0.021483 0.019573 0.017890 0.016399 0.015069 0.013879 0.012809

North Slope 
Production

1.047244 1.064177 1.035166 1.049343 1.075915 1.031404 0.979237 0.919186 0.871074

Total Baseline 
Production

1.073422 1.087843 1.056650 1.068916 1.093805 1.047803 0.994307 0.933066 0.883883

6noslo3
1 forecast I pagel 5/5/99
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Table 1

Base Line Alaska Oil Production from Department of Revenue Spring 1999 Forecast
in Millions of Barrels Per Day

(Millions of 
Barrels/Day) 2009 2010 2011 2012 2013 2014 2015 2016 2017

Cook Inlet 
Production 0.011842 0.010966 0.010170 0.009445 0.008782 0.007999 0.007469 0.006978 0.006526

North Slope 
Production 0.823612 0.768417 0.717556 0.669089 0.620841 0.576938 0.549714 0.503174 0.468908

Total Baseline 
Production 0.835454 0.779383 0.727726 0.678533 0.629623 0.584937 0.557183 0.510153 0.475433

6noslo3
1 forecast page2 5/5/99



Table 1

Base Line Alaska Oil Production from Dep«.iment of Revenue Spring 1999 Forecast
in Millions of Barrels Per Day

(Millions of 
Barrels/Day) 2018 2019 2020

Cook Inlet 
Production 0.006107 0.005718 0.005383

North Slope 
Production 0.437333 0.408164 0.380664

Total Baseline 
Production 0.443439 0.413882 0.386046

6noslo3
1 forecast I page3 5/5/99
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C ha r t 1

H igh Case Technically Recoverable O il Production Not Reflected in the Department of 
Revenue’s Spring Forecast

This chart reflects the production  in the D epartm ent o f N atural R esources “H igh Case Production Scenario” that is not reflected in the 
D epartm ent o f R evenue’s Spring  R evenue Forecast. T he volum es in this chart are expressed  in m illions o f barrels per year. These 
predicted volum es, if d iscovered , m ight be “ technically recoverab le” . T hat m eans that if  the price was high enough, these volum es, if 
discovered, could  be recovered under currently  available technology. An ad justm ent m ust be m ade to these volum es to reflect the 
am ount that m ight be “econom ically  recoverab le” under likely  oil prices. T h at adjustm ent is reflected in Table 3.
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Tab le  2

DNR H igh Case Technically Recoverable Incremental Production 
2000 to 2020 

in  M illions of Barrels or BCF per Year

The table on the fo llow ing  three pages reflects the projected  production depicted in Chart 1. This production , if developed, w ould be 
above and beyond  the production projected  in the D epartm ent o f R evenue’s Spring Forecast. The volum es in this table are in m illions o f 
barrels per year.
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Table 2

DNR Technically Recoverable Incremental Production
2000 to 2020 

in Millions of Barrels or BCF per Year

FIELD/AREA STATUS 2000 2001 2002 2003 2004 2005 2006 2007 2008
C.l. Tyonek Deep Leased 3 3 3 3 2 2 2
C.l. Redoubt Shoal Leased 3 3 3 3 2 2 2

Discovered Oil
Pt. Thomson Leased 4 12 17 17
Sourdough Leased 4

Undiscovered Oil
Central N.S. & Satellites Ls'd&Unls’d 40 60 75 75 75 75
Foothills Unleased 45
N.E. NPR-A Unleased
W. NPR-A Unleased

TOTAL INCREMENTAL MID 
CASE OIL PRODUCTION  
(MMBO/YR)

0 0 5 45 65 84 92 97 146

TOTAL INCREMENTAL MID 
CASE GAS PRODUCTION  
(BCF/YR)

0 0 0 0 0 0 C 0 0

6noslo3
2 DNR Input 1 5/5/99



T a b l e  2

DNR Technically Recoverable Incremental Production
2000 to 2020 

in Millions of Barrels or BCF per Year

FIELD/AREA 2009 2010 2011 2012 2013 2014 2015 2016 2017
C.l. Tyonek Deep 2 2 2 2 2 2 2 2 1
C.l. Redoubt Shoal 2 2 2 2 2 2 2 2 1

Discovered Oil
Pt. Thomson 16 16 15 14 13 12 11 10 9
Sourdough 8 10 10 10 10 8 8 6 6

Undiscovered Oil
Central N.S. & Satellites 75 70 70 70 70 70 65 65 65
Foothills 90 110 136 156 131 121 115 98 84
N.E. NPR-A 16 25 45 60 85 105 132 148 172
W. NPR-A 13 20 23 27 31 36 39

TOTAL INCREMENTAL MID 
CASE OIL PRODUCTION 
(MMBO/YR)

209 235 293 334 336 347 365 366 378

TOTAL INCREMENTAL MID 
CASE GAS PRODUCTION 
(BCF/YR)

0 730 730 730 730 730 730 730 730

6noslo3
2 DNR Input 2 5/5/99
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Table 2

DNR Technically Recoverable Incremental Production
2000 to 2020 

in Millions of Barrels or BCF per Year

FIELD/AREA 2018 2019 2020
C.l. Tyonek Deep 1 1 1
C.l. Redoubt Shoal 1 1 1

Discovered Oil
Pt. Thomson 8 7 6
Sourdough 4 4 4

Undiscovered Oil
Central N.S. & Satellites 65 65 60
Foothills 72 62 54
N.E. NPR-A 183 193 193
W. NPR-A 39 39 40

TOTAL INCREMENTAL MID 
CASE OIL PRODUCTION 
(MMBO/YR)

374 372 359

TOTAL INCREMENTAL MID 
CASE GAS PRODUCTION 
(BCF/YR)

730 730 730

6noslo3
2 DNR Input 3 5/5/99
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