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The Budget Forecasting Model is an on-line interactive 
comput er program that enables one to project, up to thirty 
years in the future, the end of year balances in the General 
Fund and Permanent Fund given a projection of State revenues 
and various assumptions about the growth of budget appr opria­
tions. 

General Fund amounts ar~ those available for appropria­
tion. Federal f L!nds and p~:ogram receipts may be included 
in the General Fund totals if desired. However, in practice, 
Legislative Finance only enters unrestricted state revenues 
into the model, since federal and other restricted revenues 
are offset by equivalent appropriations . This is usually re­
inforced by language in the appropriations act that if federal 
or other program receipts fall short of the amount appropriated, 
the appropriation is reduced. 

Under the Permanent Fund heading, a model user could in­
clude not only the 25% of mineral royalties, rentals, and 
bonuses mandated by the Constitution, but possibly as well the 
si of the same revenues allocated to the Renewable Resources 
Development Fund, the 5% allocated to the Reserve for Energy 
Facilities account and the 25% allocated to the Reserve for 
Capital Outlay account. However, the amounts in these two 
latter accounts and cur rent year allocations for the Renewable 
Resources Fund may be appropriated rather than only invested 
as with the Permanent Fund. Thus , it is more r ealistic to leave 
a portion or all of these latter funds under the General Fund 
heading possibly adjusting the projected appropriations depend­
ing on how much the dedica t ion of these funds generates addi­
tional expenditure as opposed to merely replacing Gener a l Fund. 

Attached is a sample of the model ' s output. The "Assumti­
tions" are automatica lly printed, identifying the value of 
certain parcimeters one i.nputs into the model . The "Conunents" 
are input by the operator h j mself to descri be the assumptions 
he uses about certain other inputs , mostly revenues. 

Currently, up to five different categories of noninvest­
ment revenues can be input to the model which sums these under 



the heading Noninvestment Revenue. One such category is 
mineral royalties, lease rentals, and lease bonuses, of which 
a percentage is dedicated to the above-mentioned funds. The 
annual contributions appear under the heading Payments to Funds 
and the end of year balance appears under Permanent Fund. The 
percentage dedicated is a parameter identified under the 
"Assumptions." 

Investment Interest is calculated on the average General 
and Permanent Fund balanc~s during the fiscal year and on 20% 
(or whatever percentage one estimates) of the current year's 
~otal Expenditure because all the year's appropriations are 
not actually spent in that year. The rate of interest speci­
fied is spelled out in the "Assumptions." Investment Interest 
plus Noninvestment Revenue equals Total Revenue. However, 
any or all of the interest earned on the Permanent Fund balance 
may be retained in the Permanent Fund or paid to citizens 
under the Alaska, Inc. concept rather than added into Total 
Rev~nue. 

ways: 
The Budget Appropriation may be projected in any of four 

(a) input the appropriation expected for each year 

(b) an annual percentage increase beginning with 
the current year's expected budget 

(c) an annual percentage increase beginning with the 
prior year's budget appropriation 

(d) various percentage increases for various years 
beginning with the prior year's budget 

In case of (b) and {c) , the annual percentage is displayed in 
the "Assumptions." 

Supplemental or capital appropriations must be input 
for each year if one wishes to project them. Existing debt 
service that is scheduled may be input to the model as well 
as new debt authorized by the voters. The model assumes 
bonds are sold at a ~ate of 25%, 37.5%, and 37.5% of the 
amount of debt authorized in the three years following their 
authorization. The period and interest rate input to the model 
are spec.1.fied i n the "Assumptions." 

The model computes state payments to the Alaska Native 
Claims fund which are also calculated as a per cent (16%) of 
royalties, rentals, and bonuses until a total of $500 million 
has been pnid. The annual payments are included under Payments 
to Funds . 

Tota l expenditure is the sum of the previous four columns. 
When compared to total revenue, it yields the Surpll4s or 
Deficit which increases or decreases the General Fund balance. 
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Since the General Fund technically cannot be less than 
zero, the last column of the report displays the additional 
revenue required to maintain the General Fund Balance at any 
selected level . 
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DISCUSSION OF MANAGEMENT STRUCTURE 
-- John Williams --

An issue separate from either how much money \'Jill be dedicated to 

the permanent fund or how the money will be invested is the issue of the 

permanent fund organizational structure. As the old adage states, 
1'form11 and "function" are closely related. In thi s case, the orga11iza­

tion (or form) of the permanent fund management may have an important 

bearing on how effective the fund will be in performing the functions it 

is directed to accomplish. 

Several important questions must be addressed in deciding the 

structure. For example: 

(1) How much latitude will the fund managers have in making invest­

ments? Will general or specific guidelines be spelled out in 

the enabling legislation or will the managers have substantial 

freedom to choose the "best" of competing investment opportunities? 

(2) ~Jho should hire and, if necessary, fire the managers? Will 

the managers be insulated from political pressures (including 

the public, the lcgisl 3turc, and the Governor) and allowed to 

conduct th~ir jobs without fear of recourse shou ld thei r 

decisions prove to be unfavorabl e; or should they be made to 

be completely responsive to the wishes of either the politicians 

or the public? 

(3) Wi1'1 the management be highly centralized and monolithic or 

rcgionalhecl by gec/ iraphy and/or subject area , wilh lhc clccision­

making power spread throughout severa l persons or l evel s of 

approval? Should di ff crcnt tasks of mtinngcrncn L he hancll c<l by 



®1Y&1T~ @[? &lL&~lr\& 
1f[}{]~ [L~@~~[L&lf[ill[ffi~ 

LEGISLATIVE AFFAIRS AGENCY 

MEMORAN DU M 

110:.JCH \'·!.JI.Tl CAPllOl 

JUN(AU. 1-ll·!>r.I\ '19<111 

'l\l7 .• :e,~ . )BOO 

SUBJECT: 

TO: 

Un~erlying Data for Revenue and Perman~nt Fund Forecasts 

The Honorable Clark Gruening, Chairman 

FROM : 

House Permanent Fund Committee 
()/ e-f--­Ri chard G. Haggart :,.._1...~.- r 
' /' Research Analyst ... 

This memorandum contains the supplemental material outlining the assump­
tions and data \·thich were used to calculate the revenue and Permanent 
Fund forecasts contained in our memorandum of July 7> 1977. 

The information is sc t fon1ard in four tab 1 es \·ti th accompanying foo t­
notes. Tabl e I cont•\i ns thnt information and d:ita \·:hich is convnon to 
all three cases studi~d. Tables II-IV contain information and datn 
which are unique to Cases I-111 respectively. 

As you may have noted, the revenue and Permanent Fund estimate~ trans­
mitted to you on July 7, 1977 contained no sp~r.i fi c refcffenccs to the 
Renewable Resources Uevclop:nent Fund. This \'1as intentional and reflects 
considerable uncertainty regarding legal and ma nageir0nt prospec ts for 
the Fund. In Cases I I and III . the exi stance of the Fund is subsumed in 
the large General Fund balances which exist. In Case I, in instances 
where revenue demands deplete the GeliC. :"ill Fund balance to the $100 
mil lion minimum li1nit established in the model, further reductions in 
state expenditures \·10uld be necessary if contributions to the Renewable 
Resources Development Fund were to be maintained. In all other Case I 
instances, the effects of payments to the Fund \·:ould also be subsumed in 
l arge General Fund balances . 

Oll;dh 
Attachments 



Table I 

Variable Inputs Common to Cases I - ~II 

1978 1979 1980 1981 1982 1983 1984 1985 

- - - - -
Floor Price :or Oil $6.53 $6. 53 $7 .18 $7 .18 $7.90 $7.90 $8.69 $8.69 

Severance Taxesl 
($/Bbl.) 

Oil & Gas $168.3 $170.6 $193.2 $226.7 $251. 8 $257 .0 $261.4 $295.5 

Property Tax2 
($MM) 

Othel' Revenue3 $225.8 $260.2 $302.4 $322.0 $315.2 $324.5 $349.4 $379 .3 

($MM) 

Natural Gas Sa1e34 17.0 20.4 26.4 34.0 37.6 111. 6 117.4 122.0 

(MM/Mcf) 

Weighted Average 39.8 39.8 41.6 44 .2 46 .8 50.9 73. 1 77 .1 

Price5 
( ¢/Mcf) 

Cook Inlet Oil $33. 1 $31.3 $29.5 $27 .9 $26.4 $24.6 $22.9 $21. 2 

Royalties6 
(SMM) 

Cook Inlet Oil $16. 3 $14.4 $12.7 $10.9 $ 9. 1 $ 7.3 $ 5.5 s 3.7 

Severance Taxes7 
($MM) 

Prepared by: 
Lcgi)lative Affairs Agency 
Research Divisio~ 
14 July 1977 



Table II 

Var iable Inputs to Case I 

1978 1979 1980 1981 1982 1983 1984 1985 

Annual North Slope 339 .1 438.0 438.0 438.0 438.0 438.0 438.0 438 .0 
Oi l Productionl 
(MM/Bbls.) 

Los Anaeles 
Ref inery Price2 
('$/Bbl.) 

$13. 75 $13. 91 $14. 26 $14.61 $14.98 $15. 35 $15 .74 $16. 13 

· Trans-Alaska $ 4.90 $ 5.40 $ 5.30 $ 5. 20 $ 5. 10 $ 5.00 s 4.90 s 4.90 
P ~ peline Tariff3 
(S/Bbl . ) 

Lower-48 Transport- s 2.00 $ 2.50 $ 2.50 $ 2.50 $ 2.50 $ 2.50 s 2.50 s 2.50 
ntion Charges4 
($/Bbl.) 

Wellhead Values $ 6.85 $ 6.01 $ 6.46 s 6.81 $ 7.35 $ 7.95 s 8.34 $ 8.73 
($/Bbl.) 

North Slope Related 
Income Tax Receipts6 
($MM) 

$46 .0 $50 .0 $51 .0 $52.0 $53.0 $54.0 $55.0 $56.0 

State Expenditures? $853.8 $939.2 $1033. 1 $1136.4 $1250 .1 $1375.1 $1512.6 $1603.8 
($Mt'~ ) 

Prepared by: 
Legislative Affairs Agency 
Research Division 
14 July 1977 



1978 . 1979 

Annual North Slope 339 ., 474.5 
·Oil Productionl 
(MM/Bbls.) 

Los Angeles $13.75 $14.44 
Refinery Price2 
($$/Bbl.) 

Trans-Alaska $ 4.90 $ 4.90 
Pipeline Tari ff3 
($/Bbl.) 

'.ower-48 Transport- $ 1.50 $ 2. 00 
ation Charge4 

He 11 head Va 1 ueS $ 7.35 $ 7.54 

North Slope Related $46.0 $51.0 
Inco~e Tux Reccipts6 
.($MM) 

State Expenditures? 
($MM) 

$853. 8 $917.8 

Table III 

Variable Inputs to Case II 

1980 1981 1982 1983 1984 

547. 5 547.5 547.5 547.5 547 .5 

$15.16 $15 .92 $16. Tl $17.55 $18. 43 

$ 4.90 $ 4.90 $ 4.90 $ 4.90 $ 4.90 

$ 2. 50 $ 2.50 ~; 2. 50 s 2.50 $ 2.50 

$ 7.76 $ 8. 52 $ 9. 31 $10.45 Sll .03 

$54 .0 $55 .0 $56.0 $58.0 $59.0 

$986.6 $1060.6 s 1140. 2 $1225.7 $1317.6 

Prepared by: 
Legislative Affairs Agency 
Research Division 
14 July 1977 

1985 

547.5 

$19.3!) 

s 4.90 

$ 2.50 

$11 . 9 5 

$60.0 

$1416.4 



1978 1979 - -
inual North Slope 339 .1 474.5 
·1 Productionl 
·IM/Bbls.) 

''s Angel es . $14.07 $1.4 .97 
1~f i nery Pri ce2 
$/Bb 1.) 

rans-Alaska s 4.90 $ 4.90 
ipeline Tariff3 
$/Bb 1. ) 

ower-48 Transport- $ 1.14 $ 1.43 
tion Charge4 

lellhead Villue5 $ 8.03 $ 8.64 

Jorth Slope Relutcd 
ncome TilX Receipts6 

$46.0 $51 .0 

$MM) 

tntc Expenditures? 
$MM) 

$853.8 $954.1 

Table IV 

Variable Inputs to Case III 

1980 1981 1932 1983 1984 1985 

584.0 584.0 620 .5 657.0 693.5 693. 5 

$15.83 $16.74 $17.70 . $18.72 $19.79 $20.94 

$ 4.90 $ 4.90 $ 4.90 $ 4.90 $ 4.90 $ 4.90 

s 1.86 $ 1.98 $ 2.14 $ 1.54 $ 1.57 $ 1. 61 

$ 9.07 s 9.86 $10.59 $12 .28 $13.32 $14.43 

$5tLO $57.0 $60.0 $63.0 $66.0 $69.0 

$1012.5 $1091. 2 $1163.7 $1103.7 $1126. 4 $1191 .4 

Prepared by: 
Legislative Affairs Agency 
Reseurch Division 
14 July 1977 

.. 



Footnotes to Table I 

(Variabl es unique to Cases I-III) 

lThe fl oor price for oil severance tax purposes i s assumed to be 
rai sed 10% every two years, by legislative action . 

20;1 and gas property taxes are taken from the Department of Revenue 
study, Alaska's Oi l and Gas Tax Structure: A Stud With Recommendations, 
assuming construction of the Alcan natura gas pipeline by 1983 .• 

3Jbid. 

4Natura l gas production est·imates are taken fro;n Depart ment of Revenue 
data provided to the Leg i slative Affairs Agency. 

5Ibid. 

6cook Inl et royal t ies \·tere cal culated by the Legisl ative Affairs 
Agency ' s Severance Tax Simulation Model. 

7Ibid . 



Footnotes to Table II 

(Variabl es unique to Case I) 

lNorth Slope oil production is assumed to average 929,000 bb l/d. 
i n 1978 (or 339. l million barrel s annually) . This production is 
taken from Department of Revenue sources. Production beyond 1978 
is assumed to rise to 1.2 million bbl/d in 1979 and remain at 
this l evel (483 .0 million barrels annually) through 1985. This 
level of production assumes that the North Slope companies choose 
not to develop additional (and more expensive) reservoir capacity 
in and around Prudhoe Bay. 

2The Los Angeles refinery price in 1978 is assumed to be $13.75 per 
barrel. Thi s price i s about $0.25 to $0.50 bel ow the refiner acqui­
sition price for imported crude oil of similtir quality, reflecting 
the assumed necessity of the North Slope compttnies to offer dis­
counts on Al askan oil in order to penetrate west coast markets . 
Beyond 1978, the Los Angeles refinery price is nssurned to rise at 
a rate of 2. 5% annua 11 y, reflecting the poss i bi 1 ity of a 1 ow rate 
of pri ce increase by the Organization of Petrol eum Exporting Countries 
(OPEC) . 

3The Trans-Alaska pipel ine tnriff in 1978 is set at $~ . 90 per barrel, 
based on the recent decision by the Interstate Commerce Com.iiissi on 
(ICC). In 1979, however, the tariff rate is increased to $5.40 per 
barrel, ussuming a partinl revcrsnl of position by the ICC. In 
subsequent yenrs , the tariff declines at a rate of ~0. 10 per bnrrel 
anmrnlly, until the "long-term" rate of $1\.90 per barrel is reilched 
in 1984 . The tariff remuins at that level through 1985. 

4Lower-48 tra11sportation charges are assumed to be $2.00 per barrel 
in 1970, ilnd $2.50 per barrel ·in subsequent years. These charges 
represen t an aggressive attempt by the North Slope companies to 
transfer income and profits away from the we ll head (where Alaska 
taxes are imposed) and into transportation or other areas which 
are l ess heavily tnxcd. 

5The wellhead values arc calcul ated 'Jy subtracting the Trans-Alaska 
pipeline tariff and the lower-1\8 transportation charges from the 
Los Angel es sales price . 

6 Mo tth Slope re 1 a tecl ·j ncome t ax r eceipts for 197 8 a re tC\ ken from the 
Department of f\evenue ' s s tudy, Aluska's Oil nnd Gas Tllx Structure: 
A S~Hith Hecornmendations . Tfcce'"ipts arc as ~urr.c"l to rncrease to 
~50.0 nn"'llion in 1979 , and increase $1.0 mill ion an11ually in subse­
qu ent years . These rntes of i 11creuse arc be l m·1 those forecast by 
the DE!pnr tment of nevenuc, and reflect t he l m·1er production and 
\·/e llhencl price assumptions conta'lnecl in Case I. 

7sta te e>:penclitures for 1978 arc ussumed to be $853.8 milli on 
and arc taken from the !lepal'tntcnt of Revenue, l oc . cit. Jn 
subsequen t years , expenditures arc assumed to illcrc~a t lOX 
annual ly. llo\·1evcr , in ins tanccs \·1here such i ncrcasccl cxpen­
di ture 'level s \'/Oulrl result in either ii Permanent Fund cont1·i ­
hutio11 'le~~s than th~ speci riccl amount or in ti Generill Fund 



Footnotes to Table II cont. 

bal ance of l ess than $100 mi llion, expenditures are rev ised 
downward t o meet these criteria. Thus, i n Case I, with 
Permanent Fund contribution 1evel s of 75% and 1003, actual 
expenditure levels i n the model are , in some cases , bel ow 
those projected in Table II. 



Footnotes to Table III 

{Vari ables unique to Case II) 

lNorth Slope oil production is assumed to average 929,000 bbl/d 
in 1978 {or 339.l million barrels annual ly), and 1.3 million bbl /d 
(47~.5 mi lli on barrel s annually) in 1979. These production levels 
are taken from Department of Revenue sources. Production in 1980 
and subsequent years is assumed to be 1.5 million bbl/d (547.5 
million barrels annually). This level of production assumes that 
some additional development of the Prudhoe Bay reszrvoir occurs, 
but that very deep and expensive dri 1i ing and deve1opment does 
not take place. 

2The Los Angeles refinery price in 1978 is assumed to be $13 .75 per 
barrel. As in Table II, this price is somewhat below the current 
pri cc for imported crude oil of similar qua 1 ity and reflects some 
discounting of Alaska oil to penetrate U.S. markets. Beyond 1978, 
Lo s Angeles sal es prices are escal ated at 5% annually, reflecting 
a rate of price increase by OPEC tlwt is approximately equal to 
the general i nfl a ti on rate . 

3The Trans-Alaska pipel'inc tariff is C1ssu111ed to be $4.90 per unrrol 
over the entire period, C1ssuming that the I.C.C. does not mod'ify 
its recent decision. 

4Lower-~8 transportation charges in 1978 are $1.50 per barrel. This 
level represents a moclcst attempt by the North Slope companies to 
trnnsfer profits a\'HlY from the \'/Cllhcad. In 1979, the charge is 
assumed to be $2. 00 per barre 1 , rcfh~cti ng increased volumes of 
Alasknn oi l moving to U.S. Gulf Coast markets. For 1980 and sub­
sequent years , the tariff is ass1·ned to be $2 . 50 per barrel as a 
result both of company nttempts to minim·ize the /\laslrnn \·1e llheacl 
pri ce , and as il result of lon9-haul transport:at·ion chargos to more 
di stant 1m.1rkets . 

5Thc \·1ellhead vulues arc calculated by subtruc+ing the T1·ans-/\li1ska 
p·ipellne tarif·f nncl the l ower-~8 transµortation churgcs from the 
Los /\nge l es sol es pl'i cc. 

6North Slope related income tilx r eceip ts for tlif! period 1978-1980 
arc taken from the Department or Hcvenue study, Al askn' ~ Qil and 
Gt1s Tax Structure : f\ Stud,x \H th Rcco~et$.ti ons. Ueyoncl- f98o-, -
rccc1pts are rissumed to increase Sl m11l1on n11nually ·in cnch year 
except 1982 \·1hcn the increase is $2 million ( th2 additional 
increase rr.prcscnts the br.ginning of tlorth Slope nutural gas 
sales). These increases nre, ho\'1ever , belcv.·1 those contained in 
the Revenue study, reflecting t ile lower production und price 
assumptions contained in Cnse II. 

i' S tn tc cxpencJi Lures f0r l !170 are assumed to be $853. 8 11ri 11 ion 
ancl ilrc tilkcn f rom the l>cpnrtmcnt or Revenue, loc . cit. In 
subscquen t years, cxpcndi turcs nre nssumc.:d to TncrcaSlJ. ·u t 
i' . ·.//, annually. 



Footnotes to Table IV 

(Variables unique to Case ·11) 

l1he annual production estimates contained in Tab'le IV ~re taken 
from Department of Revenue sources. 

2The Los Angeles sal es prices contained in Table IV are taken from 
the Department of Revenue study, Al aska ' s Oil and Gas Tax Struc­
ture: f\ Study With Recommendations. 

3The Trans-Alaska pipeli ne tariff is based on the recent l.C.C . 
decis ion. 

4L0\·1er-48 transportat'ion charges arc taken from the Department of 
Revenue, loc . cit. 

5The we 11 liend va 1 ues arc cal cul atcd by subtracting the Trans­
Al aska pipeline tariff and the lower-~B transportation charges 
from the Los Angeles sal es price. 

6Thc Prudhoe !Jay related state income tax r eceipts in Table IV lire 
taken from the Department of Revenue, l ac. cit . 

7Ibid. 



~~ relating to investment of state funds 
<---

1. Special account is set up to receive all mineral lease 
rentals, royalties, royalty sale proceeds, federal mineral 
revenue sharing payments and bonuses. 

2. Commissioner of Revenue shall in"lest this money in 
income-produc.ing investments of the following types: 

[this section taken from House Bill 210, interim 
· management of the Alaska Permanent Fun~.) 

1. obliga.tions of, or obligations insured or guaranteed 
by, the United States or agencies or. :tnstrume.ntalities 
of the United .States; 
2. obligations secured by reserves paid in by the United 
States or agencies or instrumentalities of the United States 
or obligations of corporations in which the United States 
is a shareholder or member; 
3. certificates of deposits issued by United States domestic 
banks which are members of the Federal Deposit Insurance 
Corporation and secured as to the payment of p1:-incipaJ and 
interest in accordance with Alaska law; . 
'•· corporate .investment-grade securities; 
5. bankers acceptances drawn on and accepted by United 
States banks which each have a combined capital and surplus . 
. aggregating at least $100.000.000; 
6. repurchase agreements. the securities underlying the 
agreement's being any of the items in (1) - (5) of this 
subsection; 
7. deposits of federally insured savings and loan associations 
not to exceed 10 per cent of each savings ~nd loan association's 
depos~ts exclusive of federal, state. and municipal deposits; 
8 . fixed-term certificates of dr.:bentures of f~derallv insured 
credit unions not to exceed 10 per cent of each credit' 
union's shares. 

3. On the first day of each legislative session, the commissioner 
of revenue reports to the legislature on: 
1. the amount of money received. 
2. the income generated on interim :investment of the funds. 
3. revenue projections for the next 5 and 10 years. 

4. Standing committees of the .l egislature (either tne finance 
committees or new standing committee or statutori.ly-created 
joint committee) prepare an appropriation bill for th.!se 
funds consisting of: 
1. deposit of at least 25 per cent into the l\laska Permanent 

Fund. 
2. depos it of not less than 5 per cent of mineral lease 

bonuses and rentals fox state lnnd and royalties 
into the Alaska renewable resources .. development fund. 

3. appropria t·ions for capital projects for state government. 
~ . nppropria tions to state l oan programs. 
5. nppropriations to the general fund for operating expenses 

of ~tatc government. 



5. Same committees prepare an appropriation bill for the 
income generated by interim investment : 
1. operating .expenses of the Alaska Permanent Fund 
2. operating expenses of the Alaska renewable resources 

development fund . 
3. operating expenses for other state loan programs 
4. general fund 

6. Ope~ation of the Alaska Permanent Fund~ 

A "Share of Alaska" is issued to each 5-year resident 
of Alaska. Additional shares are issued for each 
additidnal ~ive years of residency . One share is given 
t<J · each child born in Alaska on the child' s · 1:.·irthda te. · 
Children's shares of Alaska remain in Permanent Fund 
un.til fifth share is issued on child.' s 20th birthday, 
after which child is eligible to borrow. 

Each year, all Share of Alaska holders receive statement of : 
1. Number of shares held 
2. Value of shares to date 
3. Amount of money appropriated to Alaska Permanent 

Fund by legislature for that year. 
4. Shareholder' s share of #3 · 
5. "Share of Alaska" holder's options : 

a . invest share in Permanent -Fund for dividend 
b. borrow up to one-half of share's value 

as collaterali1~ed loan [dividend on other 
one-half pays in~eres t on the loan] 

Commissioner of revenue invests permanent fund monies not 
borrowed by shareholders in highest-yield secure 
investments [as in interim management bill]. 
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Purpose: 
t. A report on the issues to be resolved by the legis-

1...e._ture_ and a solicitation of comments on the issues 
from the committee members and a list of interest-ed 
Alaskans . 

II.A p,~~~~;~~~Y_!.tateJQen~_of b~ckgi:o..undJi~~q.u_estions 
to be used in the committee's presentation at the 
Alaska Public Forum and in the media. 

[Draft . to committee on July 15, 1977. Publication fini shed 
and printed by August 1, 1977.) 

I. Int~gduction by committee chairman [Sta tement of committee 
[Clark}will draft by June 25] . 

II. Historical perspective - consti tutional and legislative 
~ 1969 - Brookings Seminar 

fl,Lo ~ 1970 - Early Permanent Fund proposals I . A__ _ I 
V~J ~97~- Permanent Fund bill passed by legislature u~Zjedl 
'); )._976 - Permanent Fund constitutional amendmen t passed 
0~ir \ S:.~ by legislature and public 
V l e-%\. 1977 - Permanent Fund temporary i mplementa tion bill 

fl .,,<F passed by legislature ; State Inves tment Advisory 
\l' Committee proposal ; Permanent Fund Commi ttees 

set up 
III. Summary of Work to date 

State Investment Advisory Committee pr oposal - Price , 
Waterhouse; White, Weld ; e t c . 

Hous e & Senate Permanent Fund Committee ses sion wor k 
Alaska, Inc . proposal 

IV. Sta tement of i s sues ' to be resolved 

.,, ·f.?~t'I A. Alternative object i ves for the Permanent Fund 
~--~- B. Level of funding 

/l /., f. r elation to obJ' ec tives and other f un ds v ,-r.t::- 2. revenue proj ections 
t fC. Investment guidelines . 

Oj:t f L 1 . cons t itutional and l egal l i mi t a t ions 
.. ,., ... 2. possible statut or y r cquiremen ts 

~; r, --- n. Use of Permanent Fund income - ,, ,. 

task] 

1 . r eturn t o perman en t f und "/' ; .. . ; ,,, ., ; · 
2 . Alaska , Inc . _, 11. ( , .,J ., i,.,,, "'

1 
, .. ; 6 .. ··; · r.- , · r 

3 . deposit i n general fund ~ E. Managemen t structure 
1 . Account abi l ity to l egislature , covcrnor an d p ub l ic 
2. Evaluation nnd audit of permm.cn t fun cl per [ ormancc 
3 . Execu tive and l cgis l ntivc involvement 

V. Solici tnti on of res ponses 
A. What other issues s hould b.~ conuicl crucl 
B. vfl'w t a l tern a t:i v e u ses m~c ti .e re 
C. How shoul<l t:hc pei-mancn t f und rel a tc~ t·n o t hc1: s t:i l:e f unds 
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DISCUSSION OF MANAGEMENT STRUCTURE h ~ lfTh y; ~ _Ai 

- - John Wi 11 i ams -- ~ J.. ~ ~ r7f - ;v;1141 
-;iJ .. ~~1 r/fl!v.I _J '/Cl. ~.LrtdA4 ~' 

;"(' {,y. ? v -~ 
1'1 f' ~tr f,.</2- !Al- " !J.-,,, ! . , • 

An issue separate from either how much money wil be dedica eO-to"\ 

the permanent fund or how the money will be invested is the issue of the \
1'- /;,.'f1 

{ / J; V)I() · 

pennanent fund organizational structure. As the old adage states, fl./~4 
In this case, the organiza- f>VM rt/~ tti/i . 

-bf,_,Jj/0 
"form" and "function" are closely related. 

tion (or form) of the pennanent fund management may have an important 

bearing on how effective the fund will be in performing the functions it 

is directed to accomplish. 

Several important questions must be addressed in deciding the 

structure. For example: 

(1) llow much l atitude wi ll the fund managers have in making invest­

ments? Will general or specific guidelines be sprlled out in 

the enabling legislation or will the managers have substantial 

ti7~ lt/l~ 

freedom to choose the "best" of competing i m ~s tment opportunities? 

(2) Who should hire and, if necessary. fire the managers? Wil l 

the managers be insulated from pol i lical pressure~ (including 

the publ ic, the Legislature, and the Governor) and al l owed to 

conduct their jobs without fear of recourse should their 

decisions prove to be unfavorable; or should they be made to 

be completely responsive to the wi shes of either the pol i tici ans 

or the public? 

(3) Will the management be highly cen t ralized and monolithic or 

regiona 1 i zed by geography and/or subjec t area. with t he decision­

making power spread throughout several persons or l evels of 

approval? Should different tasks of management be handled by 
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separate and independent ?arts of the management structure or 

should all tasks be handl ed by one deci sion-making entity? 

(4} Will the managers be required to coordinate their investment 

decisions with other agencies of both local and state govern­

ment? State government has at present several loan programs 

to specific industries in the state. Will the permanent fund 

act independently of those funds, or should it try to coordinate 

its investments with other loan programs and resource manage­

ment agencies? Will the investments of permanent fund money 

for devel n~nents within the boundaries of local governments be 

made without the input of that local government? 

These questions and many more will pl ay a significant part in 

determining the succP~S of the permanen t fund concept. Alaska must look 

to other examples of permanent funds, development banks, and other 

public investment, fiduciary agencies to attempt to learn how various 

management structures have affected the workings and success of those 

examples; but in t he final analysis, we must decide for ourselves hm~ 

the Alaska Permanent Fund is to be managed according to the goals and 

objectives we set for the Fund and the future of Alaska. 




