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Alaska State Legislature

Senate
Official Business Pouch V
State Capitol
Juneau, Alaska 99811
July 1, 1985
To: Community & Regional Affairs Committee

From: Senator Edna DeVries, Committee Chair

Subj: Interim Hearings

My staff has already notified your offices that 1 am planning hearings on
SB 244 in September and October. I wanted to give you a little bit more
information and invite your comments.

The Southcentral hearings will be held September 24, 25, and 26; and the
Interior hearings will be held October 22, 23, and 24. In Southcentral
there will be a hearing in Anchorage, 1in Kenai/Soldotna, and the Mat-Su
Valley. Interior hearings will be held in Fairbanks, North Pole, and in
Nenana if Senator Coghill feels it will be worthwhile.

Attached are the airline tickets necessary for your travel to these meetings.
You may, of course, change the dates of your arrival and departure to better
suit your specific travel schedule.

I will contact you again as soon as meeting locations and other details are
arranged. In the meantime if you have any suggestions or comments, please
let me know. If 1 am not here, the Committee aide, Yvonne Alford will be.
My interim address 1is:

Senator Edna DeVries >
137 E. Arctic, Suite 102
Palmer, AK 99645 1., k*' 9V
\" - >
Phone: 745-3281 1
rii )t> ,!\S
Atchs ir
[ W
Distribution:
Senator Jack Coghill !
Senator Frank Ferguson Q)A

Senator Vic Fischer
Senator Arliss Sturgulewski



Official Business

Alaska State Legislature

Community & Regional Affairs Committee

Pouch V
State Capitol
Juneau, Alaska 99811

January 23, 1986
SB 244 -- An Act relating to the undistributed income account
in the Alaska Permanent Fund for certain municipal
aid programs, establishing a two-year funding cycle;
efd
Senator Coghill will introduce a sponsor substitute
and speak to it.
The bill has been heard:
March 26, 1985 -- Committee hearing before Mayors from
Al.aska Conference of Mayors
September 24, 198-5 -- Anchorage LIO offices
Jim Rhode, representating the "Friends of
the Permanent Fund" spoke against the bill.
September 25, 1985 -- Wasilla LIO office
Vern Roberts, Finance Director, Mat-Su Borough
spoke in support of providing municipalities
with figures on predictable income.
Testimony irom City of Houston, City of Palmer,
Mayor of Mat-Su Borough, City of Wasilla,
and Assemblyman from Mat-Su Borough -- All
spoke to support of the bill but did not
specifically endorse its passage in present
form.
September 26, 1985 -- Soldotna LIO office
Mayor, City of Kenai spoke in support of bill.
Manager, City of Kenai spoke in support of bill.
October 22, 1985 -- Fairbanks LIO office
City of Fairbanks and Fairbanks North Star
Borough spoke in favor of concept of bill.
October 22, 1985 -- North Pole -- City Hall, North Pole
North Pole Mayor spoke in favor of bill.
October 23, 1985 -- Nenana City Hall
Tim Sims and Gilbert Ketzler opposed bill.
George Hobson-, Lanston Chinn (Nenana School
Board and City of Anderson) spoke in support

of bill.
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May, 1988
Copies of minutes listed below were originally included
in this file. The minutes are available on the STAIRS
database CMPR. In order to save space copies of minutes

have not been left in the files.
Mary Van Nimwegen
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Permanent fund
earning at least

$2 million a day
Lr . amcu XmMcCy n'ews

The Associated Press JO--3|-S£~

*mJUNEAU * Alaska’s $6.8
billion oil wealth savings ac-
count is continuing to earn
; more than $2 million'a day,
according to the Permanent
Fund Corporation’ Septem-
ber financial statement,
w. Gross revenues for the fis-
cal year beginning July 1 are
m$192.4 million, while earnings
..for September alone were re-
ported at $61.1 million, offi-
£.cials said.v V v.V u
0 The body of the fund is $5.8
billion while r *serves current-
ly stand at $90J million, offi-
:cials said.; .

The reserve fund,is very
large, officials said, because
{t:

j,> ¢ Contains reserves from
,previous years,. ,

e Serves as a deposit ac-
count for all income received
in the current fiscal year. .I; .

e Is being used as i holding
account from which dividend
payments are made;

*|s to be used as an acr
count from which inflation-

proofing transfers to the body.

of the fund are made., A
Most of the revenues come
from interest and dividends;
w hile others are derived from
fees charged on loaned securi-
ties and .from the sale of
common stock and marketa-
ble debt securities., * .
'i?” There were no dramatic
shifts in the way the portfolio

X —h o= —

—

Ve

'
A
* Kkig!

'was handled last month, sim- Q'>.X ;

ply the day-to-day buying and

1

selling, officials said today. m:

V2
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FFOW ITHi "UND XVGfoKS

The Alaska Permanent Fund is a savings

account presently worth S6.5 billion

\\ which belong to all the people of Alaska.

It was created by the voters when they made it

part of the state Constitution in 1976. The Fund

is managed by a public corporation separate
from state government.

The public corporation is known as the Alaska
Permanent Fund Corporation. It was establish-
ed by the legislature in 19S0, and has three goals:
(1) save a portion of the state’s one-time oil
wealth to benefit all generations of Alaskans;
(2) protect those savings from loss of value; and
(3) invest those savings to produce income for
uses provided by law.

The goals are being met. A significant portion
of the oil wealth is being saved, protected and
invested to produce income. F.ach year, 25 ro of
Alaska's oil royalties automatically are
deposited in the Permanent Fund. These sav-
ings represent a little more than one-tenth of the
state's total annual revenues. Money earned
from investing the Permanent Fund during the
12 months from July 1984 to June 1985
amounted to S657.8 million.

The Alaska Permanent Fund Corporation is
managed by a board of six trustees appointed
ly the governor. Four of the trustees are
aembers of the public who have experience in
business, finance or economics. The commis-
sioner of the Department of Revenue and the
governor’s choice of one other cabinet member
also serve.

Day-to-day operations are carried out by an
executive director and a small, professional
staff. The Corporation also makes frequent use
of financial advisors. For accountability, in-
dependent auditors check the books once each
year, and the legislature annually approves the
Corporation’s budget.

\

DIRECT IJIST'RIjiUTION

Since the Permanent Fund Dividend Pro-
cram began in 19S2, more than Si billion

\\ has been distributed directly to the citizens

of the State of Alaska in the form of Perma-
nent Fund dividend checks. Per capita dividends
in earlier years were; S1,000 (19S2); S386.15
(1983); and S331.29 (1984).

The Alaska Permanent Fund Corporation does
not administer the dividend program. This is the
responsibility of the state Department of
Revenue. It is Revenue which processes the
applications and mails out the checks. The Cor-
poration’s responsibility is to manage the in-
vestments, collect the earnings, and then
transfer from the Permanent Fund to the Divi-
dend Fund the total amount due each year, as
appropriated by the legislature.

NET INCOME

I.IONS OF S
687 8

80 81 82
FISCAL YEARS

The T Tmanent Fund Is invested to earn income.
This graph shows how much income has been
earned each year, net of operating expenses,
since the Fund began on February 21, 1977.

Total income earned in these first eight years
is $2,21B,900,000. Current projections show
the Permanent Fund, by the year 2005, earn-
ing this amount of net income each year.

COMPOSITION OF THE FUND

The Permanent Fund is made up of two parts:
principal and undistributed income. As of June
30. 1985:

The Principal

of the Fund is: S 5.7 billion
The Undistributed

Income Account is: S 763.3 million

The principal of the Fund includes: (1) the oil
royalties deposited by constitutional dedi-
cation: (2) extra money deposited by legislative
appropriation; and (3) income of the Fund
which has been transferred to principal in order
to "inflation-proof” the Permanent Fund.

Expenditure of the principal is prohibited by the
state Constitution,

The constitutionally-dedicated oil royalties
represent the state’s ownership interest in a non-
renewable. natural resource. Deposit of these
revenues in the Permanent Fund ensures that
when the oil is gone, there will be lasting benefits
for future generations of Alaskans. The Perma-
nent Fund receives no dedicated tax money.

The legislature has deposited extra money in the
Permanent Fund on two occasions: in 1980 and
again in 1981. The first special appropriation
was S900 million; the second was S1.8 billion.
Deposits such as these are called "front-
loading” . They reflect a policy of deliberately
making the Permanent Fund a priority in times
of relative prosperity, in order to save as much
as possible for an uncertain future.

The third way money is added to the principal
of the Fund is through inflation-proofing. This
is a provision of law which was enacted by the
legislature in 1982, to ensure that the value of
the Permanent Fund is pr ted from the ef-
fects of inflation. Since then, S616.7 million has

TOTAL EQUITY: S6.,504.2
(In millions)
Constitutionally-

Dedicated
Rcl-:fvenue* tZAZA Z

n r — Reserves f 3

»2.700 0

This chart shows where the money in the
Permanent Fund has come from.

been added to the principal of the Fund for this
purpose. Inherent in any well-managed trust,
inflation-proofing is sound public policy.

The undistributed income account consists of
all other net income—current and prior
years'—which has not been paid out as
dividends or transferred to principal for
inflation-proofing. These accumulated earnings
are managed as part of the Permanent Fund,
but no constitutional prohibition is placed on
their expenditure.

The trustees have designated the undistributed
income as "reserves" to be used in future years
when either poor earnings or high inflation leave
insufficient annual income to pay the full
portion of dividends and inflation-proofing. In
this way, the reserves cushion the Fund against
sharp fluctuations in income or monetary
conditions.

As large as the reserves are, however, they may
not be large enough. Current projections, which
assume a long-term rate of return for the Fund
of 9% and average inflation of 6°/o, indicate that
all of the existing reserves will be needed over
the next 15 years to meet future dividend und
inflation-proofing needs.



INVIAMFIEINTS

The Permanent Fund operates under the

“Prudent Investor Rule”. This means

that investing the money safely is more
important than how much the investment earns.
Consequently, a high degree of importance is
placed on broad diversification. As a public
trust, the Fund does not engage in social or
political investing.

The long-term investment policy of the trustees
is to achieve an annual earnings rate of 3%
atave inflation. To accomplish this goal, the
tr stees have adopted a conservative investment
sts. regy:

* S0% invested in fixed income securities.
These are mostly U.S. government bonds, and
are considered some of the safest and most pro-
fitable investments in the world.

* 1500 invested in the common stock of both
large and established, and small and growing,
U.S. companies. Two-thirds is invested to match
the performance of the Standard & Poor’s .-00
Stock Index, and one-third is invested to attain
superior investment results.

* 5% invested in improved real estate
through pools, participating mortgages and
equity. Real estate investments are diversified
by location around the country, and by property
type: residential, industrial, office and retail.

Approximately S?25 million, or 4.8%, of the
Permanent Fund is committed to investments
in Alaska. These investments are in: (1) home
mortgages; (2) certificates of deposit with
Alaska financial institutions; and (3) taxable
bonds of the Alaska Housing Finance Corpora-
tion (AHFC). The trustees make Alaskan in-
vestments to the extent in-state investments are
available, provided the risk levels and expected
yields are comparable to alternate investment
opportunities.

Ofl- WARNINGS X

NET INCOME: $657.8
(In millions)

Inflation-
Proofing

$205 9

This year's income represents a 11.61%
rate of return on investment.

The people, through their elected representatives
in Juneau, ultimately decide all questions
regarding use of Permanent Fund earnings.

Current law provides for use of the earnings as
follows:

First, to pay dividends. Each year, one-half of
the net income of the Permanent Fund, aver-
aged on a five-year basis, is distributed directly
to all of the citizens in the state who make ap-
plication and qualify. The Permanent Fund divi-
dend program is much like a company sharing
profits with its stockholders. In this case, the
"stockholders” include everyone who is an
Alaskan resident.

Second, to protect the value of the Fund. Each
year, net income in an amount sufficient to
offset the rate of inflation is transferred
automatically to principal. This is called
inflation-proofing. Inflation this vear was
4.26%.

Third, after both of the above are provided for,
any residual earnings are retained in the Fund
in an undistributed income account. The
undistributed income account now comprises
over 11% of the total assets of the Fund. At pre-
sent, it is reserved by the trustees for future
dividends and inflation-proof g payments.

“When this Corporation was

. created in 19S0, the intent was to

| establish a management system for

1\  thePermanent Fund which would be pro-

tected from political influences, but at the

same time, responsive to changes in state policy
and accountable to the public.

“ Consequently, within the statutory frame-
work, the trustees operate with complete in-
dependence, but make every effort to provide
Alaskans with enough information to fully
understand the Fund and how it works. In our
view, a well-informed public is essential to the
long-term viability of the Permanent Fund.

“ As we continue to build and strengthen your
Fund, we encourage you to stay informed."

- Byron I. Mallott
Chairman of the Trustees
1985-86

Board of Trustees

Bvron |. Mallott
Clyde M. Sherwood
rmold G. Espe
Hugh Malone
Mary”A. Nordale
mil Noiti

Please contact the staff of the Alaska Perma-
nent Fund Corporation at this address for more
information. With adequate notice, a trustee
or staff member can speak to local
organizations.

Alaska Permanent Fund Corporation
Pouch 4-1Cv*
Juneau, Alaska .802
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Alaska Permanent Fund Corporation
Pouch 4-1000 Juneau, Alaska 99802

TEL 907/465-2047 TLX 099-46-323

October 4, 1985

The Honorable

Edna Armstrong-DeVries
Alaska State Senator

137 E. Arctic, Suite 102
Palmer, AK 99645

Dear Senator DeVries:

Ms. Yvonne Alford of your office has requested that we screen our "legal opinion
file" to determine if opinions exist which relate to the withdrawal of funds
currently within the Alaska Permanent Fund.

Some opinions do exist. They appear to relate to (1) withdrawals from principal
created by the constitutional dedication of oil revenues, and (2) withdrawals
from principal created by special appropriations of amounts over and above
constitutional dedications.

Pursuant to Yvonne*s request, please find the enclosed:
Rodger Pegues®™ opinion to Rep. Clark Gruening
Billy Berrier*s opinion to Rep. Oral Freeman

Joseph Guthrie®s opinion to Biller Berrier

Thank you for your inquiry. Please contact me if you have additional
information needs.

David A. Rose
Executive Director

DAR:bm
enclosures
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LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM January 16, 1980
SUBJECT: Appropriations to the Permanent Fund
TO": Representative Oral Freeman
FROM: Billy G. Berrier / & &
Director

Division of Legal Services

You have asked whether money appropriated to the permanent
fund in excess of the amount required to be deposited in the
fund under sec. 15, Art. IX of the Alaska Constitution could
later be withdrawn from the fund.

In my opinion money appropriated to the fund becomes fund
principal in the same manner as money deposited in the fund
under sec. 15. Neither can be withdrawn or used other than

as provided in that section without an authorizing amendment
to the constitution.

Section 15"reads:

SECTION 15. At least twenty-five per cent of all mineral
lease rentals, royalties, royalty sale proceeds, federal
mineral revenue sharing payments and bonuses received

by the State shall be placed in a permanent fund, the
principal of which shall be used only for those 1income-
producing investments specifically designated by law as
eligible for permanent fund investments. AIll income

from the permanent fund shall be deposited in the general
fund unless otherwise provided by law.

Effectively, this does two things. It requires that a speci—
fied minimum percentage -f certain state receipts be deposited
in a permanent fund. It then limits the use of the principal

of the fund and provides for use of the income.



C c

Representative Oral Freeman
Page 2 -
January 16, 1980

It is very clear from the amendment language that there is

no intent to preclude money in excess of the minimum required
amount from becoming a part of the permanent fund and there
is no language in the section which suggests either that the
principal of the fund be Ilimited.to amounts required to be
deposited or that the"limitations on the prinicpal be so
quited. ......

The term "permanent™ as used three times in the body of the
amendment and in the title of the fund would be read in the
normal sense of that word since the reading is consistent

with the context, with the legislative and public discussion

of the amendment proposing the fund and with the understanding
that the voters would be presumed to have had in approving

the amendment. There can be no legitimate question that the
objective of the permanent fund is. preservation of the principal
of the fund for the long term use of the state and its people.

The section distinguishes between principal of the fund and
income from the fund; in my opinion no further distinction
between one type of" principal and another depending on how
the money came to"the fund can be implied from the language.

Further, such a distinction would.be..incompatible with-the
objective®"of the fund.

In my opinion _once money:from whatever source 1is placed in
the permanent fund oy deposit or by appropriation, the money
becomes part of the principal subject to the constraints of
the section. Therefore, the money could not be withdrawn.

The Department of Law examined this question and 1in an
opinion dated August 31, 1977, reached the same conclusion.
A copy of that opinion is enclosed.

BGB:jdn

Enclosure
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August 31, 1977

Hon. Clark Gruening
Chairman ; _ *
House Special Committee on
the Permanent Fund
528 West Fifth, Suite 270
Anchorage, Alaska 99501

Re: Permanent fund, irretrievability
of money appropriated to;
our file J-66-106-73

Dear Representative Gruening:

You have asked whether money appropriated to the
permanent fund in excess of the amount requiredby the
constitution is irretrievable.

Section 3.5 of article I1X of the Alaska Constitution,
as added by the 1976 amendment to the constitution, reads as
follows (emphasis added):

At least twenty-five per cent of all
mineral lease rentals, royalties,
royalty sale proceeds, federal mineral
revenue sharing payments and bonuses
received by the State shall be placed
in a permanent fund, the principal of
v/hich shall be used only for those
income-producing investments specifi—
cally designated by lav/ as eligible for
permanent fund investments. All income
from the permanent fund shall be deposited
in the general fund unless otherwise
provided by law.

Your question really is whether the limiting language of
section 15 applies not only to the mandatory 25 percent of
mineral revenues placed in the permanent fund but also to
any additional money placed in the fund.

We believe that the answer is yes.



Hon. Clark Gruenintjf /"
August 31, 1977
Page 2

The language of the amendment providing for the
permanent fund is clear enough. There is to be a permanent
fund. At least 25 percent of the enumerated mineral revenues
are to be placed in it. The use of the -words n[a]t least™™
clearly contemplates that additional monies may well be
placed in the fund. Once there, they form the fund"s princi—
pal. That principal "shall be used only"™ for income-producing
investments. Hence, on its face,.what becomes a part of the
principal may.no longer be withdrawn for another purpose.

Oniy the income from investments of the principal is available.

..._-*t"is a .universal principle that the legislature ™
law-making "power is plenary except as limited by the state
or federal"constitutions. In order to hold that the legisla—
ture may not appropriate additional monies to the permanent
fund and also provide for their subsequent withdrawal, the
courts must find an express or implied prohibition against
its doing so. Facially, the constitution®s restriction on
the use of the fund"s principal seems to constitute such an
implied restriction, i.e., the principal may be invested but
nothing else, including a withdrawal, may be done with it.

It could be possible, one might argue, for the
legislature-to make appropriations to the fund by law and
specify that they are made on the condition that they are
intended to be retrievable and are null and void ab initio
if ruled not to be. The.problem is that the courts would
likely rule that the condition itself is so inconsistent
with the provisions of section 15 that it is absolutely
void, i.e., that the legislature is prohibited from withdraw—
ing from the principal both directly and indirectly.

Or the legislature could appropriate to the fund
and specify that the monies appropriated are not to be con-—
sidered a part of the fund™ "principal™ in the sense of the
constitution, i.e.., as monies availal le solely for investment,
but rather are to "be considered as a femporary addition to
the fund which is to be used for investment but which shall
be accounted for separately and may be withdrawn. Again,
the problem is that the courts would likely rule that such
legislation is so inconsistent with the provisions of section
15 that it is void. Either there 1is a permanent fund or
there is not.

Vle are dealing here with a peculiar- perhaps

unigque- quasi-trust. Unlike most trusts, the principal may
not be reached whatever, either now or in the future". No
one has a future right to the principal. Instead, the

principal is to be invested in perpetuity to produce 1income.



Hon. Clark Gruening

c

August 31, 1977

Page 3

Only the income from"investments may be reached. Absent

still"another constitutional amendment, we see no way around
this result.-"A permanent fund was -intended, and a permanent
fund appears-to have been achieved.

E r -
[ - Itoes o VoLfoe. < -

>*FAccordingly, -- we doubt very much”™ that any money
appropriated” :to"-The permanent fund may subsequently- without
a constitutional -amendment- be withdrawn. -

———————— ————Sincerely yours, - - -
-- -> -rAVRUH M. -GROSS -

1:7iTTOP2T2Y GENERAL

----By r
-- Rodger W. Pegues
- -Assistant-Attorney- General
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM July 14, 1977

SUBJFOT: Whether contributions to the permanent fund
over and above the constitutionally required
minimum of 25 percent of the revenues from
nonrenewable resources may be withdrawn at a
later date, if (1) the additional contribution 1is
comprised of an appropriation from the general
fund, or (2) a statute requires deposit of more
than the constitutionally required percentage of
the revenues from nonrenewable resources.

TO: Billy G. Berrier
Director
Division of L~.gal Services

FROM: Josern A. Guthrie
Legislative Counsel

The 1issue of whether funds deposited in the permanent fund
over and above the 25 percent of those revenues required to
be deposited by Article 11X, Sec. 15, Alaska Constitution may
be withdrawn from the fund would seem to depend on whether
the following language of Article 1IX, sec. 15 refers to only
the 25 percent minimum required or whether this language
refers to all monies deposited in the permanent fund.

"the principal of which shall be used only for those
income producing investments specifically designated by
law as eligible for permanent fund investments"

It seems clear to me that the inclusion of the words "at
least™ with reference to the 25 percent minimum make it

clear that deposit of funds 1in addition to the 25 percent of
revenues from nonrenewable resources was contemplated by the
framers of this section. However, whether only an additional
percentage of revenues from nonrenewable resources, or the
deposit of funds from other sources as well, were contemplated
for inclusion in the permanent fund 1is unclear. The words

"at least"” could refer to either possibility.

The existence of this ambiguity seems significant to me
because of the fact that the section creating the permanent
fund (Article 11X, sec. 15) 1is framed as an exception to a



Billy G. Berner -2- July 14, 1977

general prohibition against dedicated funds (Article IX,

sec. 7). Review of the comments of the Committee on Finance
and Taxation at the Constitutional Convention (Committee
Proposal/9, December 16, 1955) reveals that dedication was
regarded in terms of the earmarking of specified taxes and
revenues to a specific purpose. For this reason, one may
argue that the words "at least™ refer only to the possibility
of a deposit of apercentaga of those revenues specified by
the constitution-of., greater-.than." 25. percent and that an.
appropriation to"-the- fund, from, the "general" fund would® not be
encompassed by the. language already, quoted precluding *
withdrawals. Under .this, analysis®,” of cour...a, deposits fronm
those revenues specified in Article.lX, sec. 15 of the
Constitution in excess of the constitutionally required
minimum could not be withdrawn. 77 *

On the other hand," one might "argue that all deposits of
money into the permanent fund, whatever their source, may
not be withdrawn.  This interpretation rests on the fact
that the language limiting withdrawal already quoted refers
to the words "permanent fund”™ in a manner which suggests
that the fund is not solely comprised of dedicated revenues
from the sources specified. Specifically, the words "shall
be placed in a permanent fund" are used, rather than words
expressing the thought that the funds from the specified
revenues be preserved as a nest egg-

Conclusion . -

As stated earlier, it seems clear that deposits of the

sources of revenue specified by Article IX, sec. 15, cannot

be withdrawn. The fact that Article 11X, sec. 15 is framed

as an exception to a prohibition on dedication of the proceeds
of particular state taxes and license (Article 1IX, sec. 7),
rather than with reference to monies already in the general
fund, would seem to argue in favor of an interpretation that
funds deposited in the general fund via appropriation bill
could be withdrawn. On the other hand, the general tenor of
Article IX, sec. 15 would seem to argue that all deposits to
the permanent fund, from whatever source, may not be withdrawn.

No cases on point came to light on review of provisions
establishing permanent funds 1in New Mexico, Utah, and Montana.

I will look for a rule of statutory interpretation which
might aid in the resolution of the aforementioned ambiguity.

JAG: jpd
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM March 26, 1985

SUBJECT: Use of money f?;om the undistributed 1income
account for municipal aid (SB 244)

TO: Senator Edna DeVries
Chair, Community & Regional Affairs Committee

FROM: Tamara Brandt CookS/X {y
Deputy Director
Division of Legal Services

Here 1is the sectional analysis that you requested of SB 244
dealing with funding shortfalls in certain municipal aid
programs with money from the undistributed income account
and establishing a two-year funding cycle.

Section 1. The Department of Community and Regional Affairs
is required, based on a two-year funding cycle, to estimate
entitlements under the various municipal aid provisions
referred to collectively as the revenue sharing program. The
entitlements are recomputed each fiscal year, but
legislative appropriations for the revenue sharing program
are to be made for a period of two fiscal years. By January
15 of each fiscal year, the amount of money needed to fully
fund entitlements for that year is transferred from the
undistributed income account in the Alaska permanent fund.
Thus, 1if appropriations made during the two-year funding
cycle are sufficient to fully fund the entitlement,

subsection (b) of the new sec. 29.95.005 does not operate to
transfer money.

Section 2. The section dealing with allocation of money for
payments under the various revenue sharing provisions by the
Department of Community and Regional Affairs 1is changed to
reflect the two-year funding cycle. Reference to former AS
29.90, which provided payment for hospital construction, 1is
deleted, and replaced with a reference to the temporary law
provision under which payments for certain construction
projects was continued.



Undistributed

Is Part of the

The Permanent Fund is made up of two

parts. principal and undistributed in-
come. As of June 30, 1955

The Principal N
of the Fund is; $5.7 billion
Undistributed .
Income is; $763.3 million

The princig_al of the Fund includes (1)
the oil royalties deposited by constitu-
tional dedication; (23 extra money depo-
sited by legislative appropriation;and (3)
income of the Fund which has been trans-
ferred to principal to inflation-proof the
Fund. Expenditure of the principal is con-
stitutionally prohibited.

~ Undistributed income is all other net
income — current and prior years' —
which has not been paid out as dividends
or transferred to principal for inflation-
proofing. These accumulated earnings
now represent over 11% of the total assets
of the Permanent Fund. No constitutional
prohibition is placed on their expenditure.

~The trustees have designated the un-
distributed income as "reserves” to he
used in future years when either poor
earnings or high inflation leave in-
sufficient funds to pay the full portion of
dividends and inflation-proofing (the two
currently authorized uses for Fund earn-
mgsg. In" this way, the reserves cushion
the Fund against sharp fluctuations in in-
come or monetary conditions.

There are two main reasons why the
reserves have burgeoned in the recent
past — and also two reasons why it is
unlikely that this growth will continue
into the future.

First, an unusually large percentage of
earnings have been held back from distri-
bution by a provision in the enabling act
which calls for income to be paid out on
the basis of a five-year average. In the
early years of the Fund, as assets and in-
come "have increased dramatically each

Income

Permanent Fund

TOTAL E(%UIT_Y: $6 504 .2

in millions)

Constitutionally-

Dedicated

Revenues
$3,424.2
Legislatives. 1 Reserves
Appropriations i M(Undistributed
$8,700.0 \ Acome)

Inflation-Proofing
$616.7

This chart shows where the money in
the Permanent Fund has como from.

year, this provision has had the arithmetic

effect of [imiting the distribution of in-

come. As the Fund matures, however, the

Pe_rcentage ofnet income available for dis-
ribution will increase.

Second, earnings have been extraordi-
narily high in the past four years. In each
of these years, the Fund's real rate of re-
turn — ie., return after inflation — has
been substantially above the target ofs%.
A sense of history indicates that such h|%h
returns are not sustainable. In fact, the
real rate of return for the Fund since in-
ception in 1977 has been 3.s%.

As large as the reserves are, however,
they may not be large enough. Current
projections, which assume a long-term
raté of return for the Fund of 9% and av-
erage inflation of 6%, indicate that all of
the existing reserves will be needed over
the next 15 years to meet future dividend
and inflation-proofing needs.
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Section 3. The commissioner of Community and Regional
Affairs 1is required to request the transfer of money from
the undistributed income account by January 1, if money
allocated for the various revenue sharing provisions 1is not
sufficient to fully fund all entitlements.

Section 4. Changes are made to the section dealing with
distribution of revenue sharing entitlements to reflect the
fact that appropriations are made for a period of two years
rather than every year.

Section 5. The base amounts to be distributed under the
municipal assistance program are required to be estimated
based *on a funding cycle of two years and then recalculated
every year. The provision requiring that payments be
prorated if insufficient funds are appropriated is deleted.

Section 6. IfT insufficient funds for payments under the
municipal assistance program have been appropriated, the
commissioner of revenue 1is required to transfer the amount
needed to make up the deficit from the undistributed income
account in the Alaska permanent fund.

Section 7. The 1initial two-year funding cycle for the
municipal aid programs dealt with in this bill begins during
the coming fiscal year.

Section 8. The bill has an immediate effective date.

TBC:mkr
J13:026



STATEMENT OF CHANGES IN UNDISTRIBUTED INCOME

Balance July 1, .1980:

Add: Net income

Less: Distributable income toGeneral Fund

Balance June 30, 1981:

Add: Net income

Less: Distributable 1income toGeneral Fund

Balance June 30, 1982:

Add: Netincome

Distributions of income to General Fund

and Dividend Fund

Less:

Provision for inflation

Balance June 30, 1983:

Add: Netincome

Provision for 1983
dividends supplement

Less:

Provision for 1984 dividends

Provision for 1984 inflation

Provision for future inflation

and dividends

Balance June 30, 1984:

Add: Netincome

Less: Provision for 1985 dividends

Provision for 1985 inflation

Provision for future inflation

and dividends

Balance June 30, 1985:

Balance June 30, 1985 of Reserve for
Inflation and Dividends

(in millions)

$149.6
(90.9)
58.7
368.4
(183.4)
243.8

471.1

(129.9)
(231.2)
353.8

529.5

(11.9)
(163.1)

(150.9)

(557.3)
-0-
657.8
(217.3)

(234.6)

(205.9)

-0-

$763.3
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§ 29.73.010 Municipal Government § 29.78.010

&1) combine or coordinate the existing emergency services communi-
cations pro%rams_ of the participating mun|0|[oal|t|es and agencies,

(2) operate a dispatch center to réceive all requests for émergency
services and dispatch those services, _ _

(3) study the need for improvement in the timely delivery of emer-
gency services to residents of the participating municipalities; |

i4 hold public hearings to obtain information concerning the timely
delivery of emergency Services, N ,

) apply forand accept federal, state, municipal, and private money,
property, or assistance for use in providing the timely delivery of emer-
0ency Services, y O

6) enter into contracts to carry out the provisions of this section:

7t employ personnel necessary to carry out the provisions of this
section.

In this section: , _

1) "emergency . Services" means services provided by law
enforcement a%enues, fire departments, ambulance services, and other
organizations that are Intended to respond to emergency situations o
imminent danger to life or proper% _ _

(2) "'state agency means a department, division, or office in the
executive braiich of state government. § 2 ch 107 SLA 1981)

Rcvisor’s notes. — As enacted, (d) of graph was deleted and the paragraph
this section contained a paragraph (2) that  enacted as (d)(3) was renumbered (d)(2) in
defined "emergency service agency,” a  1981.
term not used in the section. That para-

Chapter 7s. General Provisions,

Section
10. Definitions

.Sec. 20.78.010. Definitions. In this title, unless otherwise pro-
vided, or the context otherwise requires, _
(1) "areawide power” means a power of an organized borough exer-
cised throughout the borough; _
(2) borou%h means a general law first, second or third class orge-
nized horough; _
3) 'city” means a general law first or second class city,
+) "conditional use™ means exception, special exceptiori, special use,
or special permit designated in the z,onmg ordinance,
® "consolidation” means dissolution of two or more municipalities
and their incorporation as a new municipality;
6) "'majority” means a simple majority, =~ _ _
7) "merger” means dissolution ofa municipality and its absorption
by anather’ municipality; o _
() "municipal election” includes but is not limited to elections to
choose city councilmen, borough assemblymen, school board members
and utility board members;
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() "municipality" means o general law mnniripnl corpnrntiun and
pnlitiral subdivision, which is a lirsl nr second class borough or city, or
a third class borough, incorporated under the laws or the state;

(101 "nonarrawide power" means a power of an organized borough
exercised by the borough only in the area outside of cities;

(Hi "owner", "record owner", or "owner of record" means owner of
record or purchaser of record;

(121 "personal property" means tangible property other than real
property, such as merchandise and stock in trade, machinery and
equipment, furniture and fixtures, motor vehicles and vehicles, boats
and vessels and aircraft;

(131 "property" means real and personal properly;

(M1 "published" means appearing at least once in a newspaper of
general circulation distributed within the municipality or, ifthere is no
newspaper of general circulation distributed within the municipality,
posting in thu public places for at least five days;

115) "real property" means land and improvements and all pos-
sessory rights and privileges appurtenant to the property, and includes
personal property affixed to the land or improvements;

(10) "regular election” means the municipal election held on ".he first
Tuesday of October annually, or on an election date or at an internal
ofyears provided by ordinance;

(17) "street" includes streets, avenues, boulevards, roads, lanes,
alleys, and oilier ways;

(181 "subdivision" means the division ofa . ict nrparcel ofland into
two or more lots, sites, or other divisions for the purpose, whether
immediate or future, of sale or building development, includes
resubdivision, and. when appropriate to the context, relates to the
process of subdividing or to the land or area suodivided;

(ID) "voter" means n United Slates citizen who is qualified to vote
in state elections and has been a resident of the municipality for 30
days immediately preceding the election and who is registered to vole
in state elections mid is not disqualified under art. V of the state
constitution !) 2ch 118 SLA 1972; am § 7 ch 212 SLA 1976; am § 10

ch 93 SLA 1977)

Revtsnr’s notes. — This section was
reorganized In 1081 to place the defined
terms in alphabetical order.

NOTES TO DECISIONS

Term "sale" includes ngrirulturnt Applied in Lilierali v. Hrislol liny Bur-
tutteries. State v. Weidner, Sup. Cl. Op. ouph. Sup. Ct. Op. No. 1735 (File No.
No. 2788 (File Nos. 8240, G272), 3355), 584 P.2d 1115 (1978).

P2d  (1984).

(*1U
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Chapter 88. Municipal Tax Resource Equalization.

Section

10. State equalization of tax resources for
local governmer.t ncrvicci

15 Determination of population

20. Dclertimialioi! of millngc rate rquiv*
nicitl

25. Reports

Cross reference*. — For statement of
purpose of 19H) Act that enact'd (hi* chap-
ter, «ro# 1, ch, 135, SI.A 19110 in the Tem-
porary nnd Special Act*.

Kdilor's note*. — Section 12, ch. 155,
SLA 19HD provide*: *C1 NotwilhMiinding
other provision*of secs. 1- 11of this act,
fit a municipality may not receive lesa
than $23,000 plus an area cost-of-living
differential during the first fiscal year in
which this act is effective, 1980-81; and >2)
amunicipality which would receive under

, added by sec. 2 of this act, lesa
than 125 percent of the amount which Il
received for the Inst fiscal year under AS

Section

30. Limitation on computation and me of
yments

36. Tnx equalization .mount

di» AdminiMration

45. Definition*

sions <bi Knr the fir>t five fiscal year*
during which *ccs. | — 10 of this ail an*
cfTeclive. in order to pay tin* amount*
required by In* of this wrimn, the allien-
lions made hv the Department n! Commu-
nity nnd Regional Affair* to the ncroitniH
established in AS 29.83.0:15, AS 29 891180,
and AS 29.90 020 tnow repealed' *hall be
prorated by an amount wdmh rnluie* the
allocation to each account in equal propor-
tion, and the prorated amounts slinli bo
allocated to these accounts, id For the first
five fiscal ycar» during which sees. | — M
of this act are effective, payment of an
entittement to a borough tinder AS 29 hh

4318010 — 43.18 045. repealed by icc. 11 may be mede to aborough only if the Us-

ofthis act, is, for each of the first five fiscnl
year* during which secs. 1— 10o0fthis net
ore elTective. entitled to receive an amount
equal to 125 percent of the »*mount which
it received for the In>t fiscal year under the
former provisions of AS 4.118.010 —

43.19.045 in accordance with thase provi-

ough n««enddy agrees to ullacalc to each
Iwrough service area in the Uirouph nl
least the amount of money that the service
area received during the In<t fival year
under the former provisions of AS
43.18.010 — 43.18.045, in accordance with
those provisions.”

See. 29.88.010. Slate equalization of tax resources for locnl
government services, (a) During each fiscnl year the department
shall compute an equalization entitlement for local government ser-

vices provided by a taxing unit.

(b) The equalization entittement computed for a taxing unit is based
on the population, relative ability to generate revenue, and locnl tax
burden of the taxing unit and is determined by the application of the

formula
Entittement = P xR
where P = population, and

R = millnge rate equivalent, determined by dividing the sum ofthe
locally generated revenue ofthe taxing unit by onMcnth ofone percent
(0.1) of the full nnd true value of assessed property of the taxing unit
determined under AS 29.88.020(d); however, the property value used
under this subsection may pot be less thnn 15 percent of the statewide
average per capita full and true assessed property value.
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(ci I'or purposes of lhis section, locally generated rovonuc

(I includes

(Al tin* actual revonut* derived from lIn* levy iirul collection of local
taxes In llto bixing unit for local ipivermneiil services during tlio
preceding fiscal ycnrnflhe taxing unit:

]JJ) motor vehicle payments lecciveil liy (lie inunicipality during the
preceding fiscal year under AS 28.10.1111;

(CI revenue frnin leea, rentals, leases, penalties, licenses nr permits
received during the preceding fiscal year liy (he mnnicipalily for a
function or service over which it has control, including revenues
derived from parks and recreation services, mass transit, oflsireet
parking, and garbage and solid waste disposal services;

(111 special assessments received during the preceding fiscal year;
and

(Hi payments received by a municipality from a utility which are in
place of taxes levied nnd collected by the municipality;

(2) ex‘cludes

(A) revenue derived from the levy nnd collection of municipal taxes
and appropriated for the operating expenses nnd debt service of
utilities; .

(I revenue from interest earned on investments nnd from the sale
and lease of land or equipment; and

(CI all other revenue from whatever service derived. (S 2 ch 155
SI.LA 19801 c

Sec. 29.88.015. Determination of population, (nl For purposes of
this chapter, the population ofa taxing unit shall he determined annu-
ally hy the latest figures of the United States Bureau of the Census or
other population data which, in the judgment of the department, is
reliable.

(hi The population of.J. taxing unit includes the population of any
military reservation which is apart ofthe taxing unit. I8 2ch 155SLA
1980)

Sec. 29.88.020. Determination of millngc rate equivalent, (a)
The department may require a municipality to return a certification,
signe' by the municipal treasurer or manager and the mayor, which
provides on estimate of the locally generated revenue received by the
municipality during the preceding fiscal year.

(b) By October 15 ofeach year, the department shall make an initial
determination of the millnge rale equivalent of each taxing unit to he
used for computing and distributing equalization entitlements for the
current fiscal year under this chapter. The department shall base the
initial determination on the estimates in the certification returned by
a municipality under (a) of this section.

(c) Asearly as possible, but not later than December 15 ofeach year,
the department shall make a final determination of the milinge rate
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equivalent of each taxing unit to use to compute and distribute
equalization entitlements under this chapter. The dcpnrtineiit shall
base the determination on audits, financial statements and other
financial reports prepared and submitted hy a onmiripality. The
department all,ill mljust the locally generated revenue lepnrleil hy a
municipality to exclude the municipal revenue claimed hy the munic-
ipality which does not qualify for inclusion in or recognition ns locally
generated revenue for local government purposes under AS
29.88.010tc)(l). The adjustment shall lie made hy deducting from total
revenue claimed hy the municipality the amount of the department’s
estimate of revenue which is not recognized fiir local government
purposes.

(d) The full and true assessed property value shall he determined hy
the departmentin the manner provided for therompninlinn of slate aid
to education under AS 14.17.110. When the ileli-rimnnthin of locally
generated revenue includes revenue of a utility received under AS
29.88.010(c)! I HI, the full nnd true assessed propeitv value shall
include the computed assessed value of the utility, determined hy
dividing the at lounl or the payment in place of taxes made hy the
utility by the milinge rate which would apply to the utility if the utility
were subject to levy and collection of taxes under AS 29.53,

(e) In addition to the computation for municipalities which levy nnd
collect a property tax, the department shnll determine an estimated
full nnd true assessed property value under (ill til Ihis section for

(11 each municipality which is a school district and which does not
levy nnd collect a property tax;

(2) each second class pity with a population of 75(1 or more persons;
however, a computation is not required under this paragraph more
often than once during a period ofthree successive calendar years; and

(3) nil other second class cities, hy determining the average per
capita full and true assessed properly value of nil cities having u popu-
lation of less than 750 persons in which an assessment has been com-
pleted by a municipality or for which a determination is not made
under (1) or (2) of this subsection.

(0 The department shall annually compute a statewide average per
capita full and true assessed property value. (8 2 ch 155 SLA 19801

Sec. 29.88.025. Reports. A paymentofan equalization entitlement
may not be made to n municipality under this chapter until the munic-
ipality has submitted its certificate of estimntcd revenue nnd its
financial report to the department for the fiscal year preceding the year
for which the equalization entittement is sought, together with a
budget for the municipality's current fiscal year. The financial report
shall include a listing of general revenue collected from taxes levic ’
nnd assessed by the municipality and any other revenue which, in the
opinion of the municipal officials, is eligible for inclusion in computa-
tions of the locally genefated revenue of the taxing unit. (S 2 ch 155

SLA 1980)
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Si't'i 29.88.010. L.im iltiliiin on rnmputiilhm iiml use of
payments. ml An equalization entittement generated by tin* general
t;ix levy ofn taxing unit may bi>used only for :mtlinrim| expenditures
of tlint taxing unit, but up to Ifi prrrrnt of tin- p> mcnt of an
equalizalinn entitlement generated by inr.nvitlo revenue of a munic-
ipality may bo used by tho iiuiniripality for nreawitle nr nonaronwidc
purposes at tbo iliscrction of its assembly or council.

ib> An equalization entitlement determined with reference to reve-
nue other than revenue obtained from the levy and collection of taxes
may lie used for areawide or noitarcawidc purposes, at the discretion
of the assembly or council. It 2 ch 155 SI.A 198(11

Sec. 29.8S.IKla. Tax equalization ncemint. The tax equalization
nccount is established. Money to carry nut the provisions ofthis chapter
shall lie allocated hy tin* department In the account The amount allo-
cated to the account shall be fully distributed by the department as
payments to municipalities to fulfill each municipality's share autho-
rized undoi AS 29.88.010. The amount allocated to the nccountshall be
distributed by the department pro rata among eligible municipalities.
<52 ch 155 SLA 19801

Sec. 29.88.0-1U. Administration, la) The department may adopt
regulations necessary to implement this chapter. The regulations shall
include, among other provisions,

(1) procedures and filing dates for submitting certification and
financial reports;

(2) procedures for obtaining information required to compute and
determine the municipality's millnge rate equivalent; and

11) procedures by which the department shall notify a municipality
in writing of the reasons for a proposed disallowance nr adjustment of
any factor hearing upon the determination of the municipality's enti-
tlement and hy which the municipality will he provided reasonable
time in which to respond nr to challenge the department's determina-
tion.

(b) The department shall make reasonable efforts to advise nnd
assist municipalities in collecting information and completing reports
necessary for the determination ofentittlements under AS 29.88.010 —
29.88.015.

(cl The department shall, by regulation, classify for inclusion or
exclusion as a component of a municipality's millngc rate equivalent
under AS 29.83.010 any lax revenue appropriated for a utility not
included in the definition set out in AS 29.88.0*15(4). (§ 2 ch 155 SLA
1980)

See. 29.88.045, Definitions. In this chapter
1) "department” means the Department of Community and
Regional Affairs; *
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12) "municipality” means a city, borough or unified municipality
incorporated under (he laws of the slate;

(3) "taxing unit” means a municipality nnd

(A) in a borough or unified municipality, a service area or the entire
area outside cities;

(Bi in n city, a differential tax zone;

(41"utilities" means electricity, water, sewer, gas, heat, or telephone
services, and refuse nnd garbage collection services. (5 2 ch 155 SLA
1980)

Chapter 89, State Aid for Miscellaneous
| P RAun?c?p/é)gurposes.

1 MiscelloniHiuft Purpose* (tt 20.HO.OtO— 29.59.10ai
2. Community Facilities Grunts I! 29.59.110i

Article 1. Miscellaneous Purposes.

Section Section
10. nevonue shoring payable 50. Stale aid to Native village govern-
20. Stale 0d to muniripalilies Tor roads menu

30 Stale aid to municipalities nnd other 60. Population drlerminalnm
eligible recipients for health 70. Area mst-of-llvmg differential
facilities and hospitals 90. Miscellaneous services acrounl

ilf). Stale aid tc volunteer fire depart* 90. Regulations
menu in the unorganized borough 100. Definitions

See. 29.89.010. Revenue sharing payable. In addition to the
equalization entitlements paid under AS 29.88, during each fiscal year
the department shall pay aid

(1) ton municipality or other eligible recipient which has the power
to provide the services described in AS 29.89.020 — 29.89 040 nnd
exercises the power in the manner required hy lhis chapter;

(2) to n Native village government under AS 29.89.050. (5 3 ch 155
SLA 19S0)

Sec. 29.89.020. Stnte aid to municipalities for roads, in) The
department shall pay to a municipality which has power to provide for
road maintenance and exercises that power. $2,500 n mile for each mile
ofroad, street or highway maintained by the local government, exclud-
ing (11 the official state highway system, (21 roads, streets or highways
not dedicated to public use. (3) roads, streets or highways maintained
under the locnl service road program (AS 19.30.111 — 19.30.251), and
(4) alleyways, in accordance with regulations adopted hy the Depart-
ment of Transportation and Public Facilities. A payment may not be
made under this subsection for maintenance ofa road which is not used
by automotive equipment.1
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ilil A frozen waterway mid n connection from an inhabited urea to n
waterway which may be safely used forpub’ic transportation by nutn-
motivo equipment nnd is so used duriiii: ;i portion td;t year is eligible
for a payment of $1.5(111 per mile if the waterway and loiniei tion are
m,mil.lined dnrini: 1he period of use by a niuninpality or coiiibitliilioii
of municipalities. The deparlinrnt, oiler eonsult.ilion with the Depart-
menl of Transportation and Public Facilities, shall determine which
waterways and connections qualify and. where the waterways or con-
nections lie outside the corporate limits of a municipality, which
municipalities sltal | receive the payments under Ihr* subsection, unless
the municipalities involved have agreed in writing to a particular
distribution, it 3 ch 155 SI.A 1980r

Sec. 29.89.030. State aid to municipalities and other eligible
recipients for hciilth facilities and hospitals, la) The department
shall pay

Mi to a municipality which has the power to provide hospital
facilities and services and which exercises that power, S1,000 per bed
for each bed actually used for patient care, limited to the number of
beds provided for in the construction design of the hospital, or $230,000
a hospital for those hospitals with 10 or more beds, or $50,000 a hos-
pital for those hospitals with less than 10 beds, as the municipality mny
elect; money received under Ibis paragraph may be used only for hos-
pitals and shall bo apportioned among qualifying hospitals as the
municipality determines;

<2i on the basis set out in 11) of Ihis subsection to a municipality for
a nonprofit hospital not operated by a municipality if the municipality
first certifies to the department that the nonprofit hospital is in compli-
ance with all standards for hospitals which have been adopted by the
municipality; money may not lie paid on behalf of a nonprofit hospital
without this certification; payments to the municipality shall be trans-
ferred to the nonprofit hospital in accordance with the basis by which
the payment was generated by the hospital, and shall be applied lo the
annual cost of operation and maintenance cl the hospital or for the
provision of health care service at the hospital as the directors of the
hospital determine;

?3) to a municipality in which a health facility is operated, $2,000

per bed for each lied actually used for patient care, limited to the
number of beds provided for in ilia construction design of the health
facility, or $8,000 per health facility as the municipality determines.

(h) A hospital mny not receive payment under both (a)(1) and (a)(2)
of this section.

(c) Money rrceived by a municipality under (a)(3) of this section

shall he used for expenses of health services or operation and mainte-
nance of health facilities as the municipality determines.

id) Before money may be distributed under this section, the commis-
sioner of health and social services shall certify to the commissioner of
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community nnd regional affairs that any accumulation of assets by
nonprofit corporations or other recipients under this section is dedi-
cated irrevocably to a public purpose. (5 3 ch 155 SI.A 19H0; am 55 1.
2 ch 103 SI.A 1981)

Kffrct of amendment*. — Thtf 19*1 *» Th* amendment *d»*tiiul*tl
anxndmrnt lutnliluH  $2*00W for ”12000 for "5! WH" prwlintf *|«f jw<]*
"SS000F premlinc “a and *ub- and auMitkitirf for - Siixw
MiluCedfor'f25/M/'pntcdinfi preredinfc "per h .illh tn p.iot-

"a ho>pitai" in paragraph «loouwctrn £r«iph <l of *u*M-ctrn >
NOTES TO DECISIONS

Fur cftx? InttTpicling the ftirmer of Anchorage v. Si«tir* r-f iVuvntencc in
revenue sharing «chcme fr.r hospitals Wash,, Inc, Sup ft Op Ni 2111 ifile
and health can? facilities, ace Municipality Not 5017?. Stllfi, 5120, I*1fd 22 19Nl »

Sec. 29.89,010, State aid to volunteer fire departments in the
unorganised borough, (a) The department shall pay to u volunteer
fire department registered with the stale fire marshal and serving an
area not in an organized borough or city a sum for protection purposes
equal to $10 per capita for the population served by the department, as
determined by the state fire marshal.

tbi A grant shall be made under (a) of this section to facilitate the
organization ofa volunteer fire department in an areanotan orga-
nized borough or city, upzn application of the proposed fire protection
group to the state fire marshal and upon approval of applications
according to standards of organization and service prescribed by regu-
lations adopted by tb: stile fire marshal. (§ 3 ch 155 SI./. 19801

Sec. 29.89.050. State nid to Native village governments. The
slate shall pay $25,000 to a Native village government for a village
which is not incorporated as a city under this title. In this section,
"Native village government" means

11) a local governing bedy organized by authority of the Act of Con-
gress of 25 U.S.C. 476 (the Act of Congress of June 18. 19311

2) a traditional village council or, if there is no traditional village
council, the paramount chief or other governing body of a Native
village which meets the requirements of 43 U.S.C. 1601-1628 (Alaska
Native Claims Settlement Act). (§ 3 ch 155 SLA 1980)

Sec. 29.89.060. Population determination. For purposes of AS
29.89.010 — 29.89.100. population shall be determined by the latest
figures of the United States Bureau of the Census or other reliable
population data, including but not limited to public srhool enroliment
figures, public utility connection, registered voters nr certified employ-
ment payrolls. (§ 3'ch 155 SLA 1980)
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Sec. 29.89.07(1. Aren cost-of-living differential. Ini Payments ton
municipality or other eligible recipient under AS 29.H9.020 —
29.89.030 slut)l reflect nren cost-of-living differentials, Payments shall
he liased upon the sum of per cnpila, per mile nnd per heil or facility
Krauts due each municipality or other recipient multiplied hy the
appropriate area cnst-nf-living diff-i.-iilial The area rust-of-living dif-
ferential for each recipient shall he determined annually hy election
district under the provisions of AS 39.27.030. Application nfthe area
cost-of-living differential may not result in distribution of an amount
less than the amount of the payment determined without application
of this section.

(b) The election districts used to establish area cost-of-living differ-
entials under <al of this section are those designated by the
proclamation of "apportionment nnd redislricting of December 7,
1961, nnd retained for the house of representatives by proclamation of
the governor September 3, 1965. (5 3 ch 155 SLA 1980)

Sec. 29.89.080. Miscellaneous services account. The miscella-
neous services nccounl is established. Money to carry out the provisions
of AS 29.89,010 — 29.89.100 shall he allocated hy the department to
the account in accordance with AS 29.95.010. Ifamounts in the account
are insufficient to pay each municipality’s or other recipient's share
nulhorired under AS 29.89.010 — 29.89.100. the amounts which are
available shall be distributed pro rata among eligible municipalities
nnd other recipients. (5 3 ch 155 SLA 19801

I'rlilnr's nates. — Section 12. ch ISii,
SI.A tilSO provides: "In* NolwilhsIniniinR
ril,it piovioon* of lev | — 11 of ihis oft.
It* a municipality may nnl receive Jess
than S25.000 plus nn area crvst-uf—livir:}'ﬁ'1
differenli.il durinc llie Ora fix-.il year
\sinch this ncl I*rifialiv e, 1930-81; and *2¢
a municipnlily which would receive under

, hy sec 2 of line ncl, levs
than 12S percent nf the amount which I
received for the last fiscal year under AS
43 18.010— 43.18015. repealed by sec 1t
ofthis net. Is. for each of the firvl five fiscal
years during which vies. 1— [Ooftlitsncl
nre rfiective, enlilled lo receive ,mamount
equal lo 24 penenl nfthe amount which
il received for the last fiscal year under the
farmer provisions of AS 43.18010 —
43 18048 in accordance with those pmvi-
sums |hl For the first five fiscal years
during which sera. 1— 10 of this act arc

rITective, in Older lo [*ay llie iilrimitild
rcginml by lilt of thin seetiim. Ilto nllncn*
lion- made Ivy live Department nf Cotnim]-
nily nnd Iteginn.nl Alfiiirs to liter aecnunla
cstnblelirri in AS 29 8S1)35, AS 298011811,
nnd AS 291*0.020 uiow rept-itleili shall Ik«
prorated by an amount which reduces |he
allocation In each neconnt in equal |>ngnir-
lion, and the (unruled amounts shall ho
nlliveuted In those nrenunts, (c) For the first

five fiscal years during which sits, 1— 10

of lhis ad are effective, payment of an
emolument to n borough under AS 29.83
may lie mode In u borough only if the hor-
migh assembly agrees to alncale lo each
iKirough service nren in the lierough at
least the amount nf money that the service
nren received during the Inst fiscal year
under the former provisions of AS
43.18 010— 41 1804r>, in accordance with
those provisions.”

Sec. 29.89.090. Regulations. The department shnll adopt regu-

lations ncc'ssnry to carry out the purposes of AS 29.89.010 —
29.89.100. The regulations shall include minimum standards required
to qualify n municipality or other recipient for payments for each ser-

5 29.89.100 MINICIPAL. (iovitiinmfst 5 29 89.110

vice. The department may require a municipality or other recipient to
submit a performance report adequate to demonstrate to the depart-
ment that a service for which payment is requested under AS 29.89 01lII
— 29.89.100 was performed by the municipality or other recipient and
meets minimum standards of service prescribed hy regulation. IK 3 ch
155 SLA 1980)

Sec. 29.89.100. Definitions. In AS 29 89.010 — 29.89.100

(It "department” means the Department of (/(immunity and
Regional Affairs;

(21 "health facility”

(A) means a facility which is licensed, when required, hy the stole
under AS 18.20.010 — 18.20.130 and which is owned or operated or
both by a municipality or by a nonprofit corporation or other nonprofit
sponsor;

(B) includes a public health center, maternity home, community
mental health center, facility for the mentally or physically handi-
capped. nursing home or convalescent center;

(C) excludes a facility operated or wholly supported by the stale or
the federal government;

?3) "hospital" means a licensed hospital determined hy (lie Depart-

ment of Health nnd Social Services to be a general hospital, the term
excludes a facility operated or wholly supported hy the state or tne
federal government. (8 3 ch 155 SLA 1989)

Article 2. Community ITieilities (iraitls.

Section
110. Civic, convent*on and community
recrealion centers

Sec. 29.89,110. Civic, convention and community recreation
centers, (a) Within the limits of legislative appropriations fir the
purpose, the state shall make matching grants lo local governments or
their nonprofit designee equal to 50 per cent of the estimated reason-
able costs of land ncquisilion. planning, and construe!inn of municipal
civic, convention and community recreation centers and 50 per cent of
the cost of feasibility studies relating lo these facilities, in accordance
with the provisions of this section.

(hi Grants for only one study nnd one project may ho awarded lo a
local government under lhis section. Applications fir grants shall he
made in a form prescribed hy the commissioner. A grant shall lie
allotted according to an agreement made between the commissioner on
behalf of the state and the locnl government receiving the grant. The
agreement may include any provision agreed upon l.v the parties nnd
shall include in suhstnncc the following provisions:
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‘110 tim.ilcs nfreasonable costs of a study or project as approved by
llie loniinissiuni-r alter consultation with the,Department ofTranspor-
t.itioii ami fulilic Kiicilitics Works;

«- * aschedule of pranl disbursements, if, as determined by the com-
iiiis'ioner, a plant is to lie disbursed other than in one sum,;

i.ti agreement by the local government to

1A* proceed with and complete the proposed study or project
espeilil Intisly;

iIt" not discontinue operation or dispose of all or part of a project for
which it receives a grant without the approval of the commissioner;

(Cl apply for, and make reasonable dibits to secure,/federal assis-
tance which may he available for the study or project, subject to any
conditions the commissioner may require in order to maximize the
amounts of that assistance received or to he received for nil projects in
the state;

ill' provide for payment of the local government's share of the cost
nl the study or project:

11l aireenient hy the local government that, if federal assistance for
a study or project becomes available to the locnl government which was
not included in the calculation ofthe amount of a grant authorized and
disbursed under ihis section, the value of the federal assistance shall
| e ascertained nnd subtracted from the total value of the project and
the balance shall he equally divided between the slate and local gov-
ernment:

in' provi;' n for alteration or modification of an approved study or
piojeet and for remedies in ease of failure to perform the agreement
between the parties or noncompliance with regulations promulgated by
the commissioner under litis section;

nil provision for alteration or modification of nn existing facility
whirh would have qualified under this section as a civic, convention or
community recreation center at the time of initial construction if this
sectlull had been in effect and provision for remedies in case of failure
tn perform the agreement between the parties or noncompliance with
regulations promulgated hy the commissioner under this section.

in If funds appropriated by the legislature to provide grants under
this section are not adequate to satisfy amounts required by approved
grant applications, funds shall lie allocated on the basis of priority
established hy the Department of Commerce and Economic

this section.

«ill This section does not require that a local government receiving
a grant for a feasibility study under this section must proceed with
construction of a project, notwithstanding the project is determined to
he feasible.

(«» The commissioner shall require in the negotiations nnd
agreements with the local government that continued maintenance of
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the facility is the responsibility of the focal government and the local
government must show the feasibility of this before authorization of
state funds.

(fl The commissioner shall provide an annual report to the legisla-
ture with respect to grants made under this section.

(9) The commissioner may adopt regulations to carry out the
purpose of this section.

(lit In this section

(1) "commissioner" means the commissioner of commerce and eco-
nomic development;

(21 "costs of construction” includes, in addition to costs directly
related lo the project, the sum total of all costs of financing nnd
carrying out the project; these include, but are not limited to, the costs
of all necessary studies, surveys, plans nnd specifications, archi-
tectural, engineering or other special services, acquisition ofreal prop-
erty, site preparation and development, purchase, construction,
reconstruction and improvement ofreal property and the acquisition of
machinery and equipment as may be necessary in connection with the
project; an allocable portion of the administrative and operating
expenses of the grantee; the cost of financing the project, including
interest on bonds issued to finance the project; and the cost of other
items, including any indemnity and surety bonds and premiums on
insurance, legal fees, fees and expenses of trustees, depositaries,
financial advisors, and paying agents for the bonds issued ns the issuer
considers necessary; it does not include the cost of feasibility studies;

3) "local government” means a city ofany class or a borougli having
power to implement the studies or projects for which grants arc autho-
rized in this section. (S 1ch lid SLA 1971; am § d1ch 71 SLA 1972;
am § 26 ch 168 SLA 1978)

licvisor'-s notes. — Formerly AS finance improvements under this section
4318.30(1 Renumbered in 1983, that were rejected by the voter*, sec rh

The paragraph* in Mibtectiun (h) were  150. SI.A 1972 nnd ch. 2, SLA 1973. in the
reorganized in 1981 to place the defined 1972 nnd 1973 Temporary nnd Special
terms in niphaln*lical order. Acts.

Cross references. — For bond i.s«esto
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fox Hospital and lleaitix

Chapter 90 Egam i@d%onstruc on.

Ilu jnilcil, f 10 ch 05 SI.A 1033. Forpivsont provisions, see
* B> cli II). SLA 11)33. in the Temporary nnd Special Acts.|

Chapter %. Qdﬂgmlstrath of Municipal

Inanci
Sri-linn

1] iiliil «lMrihut»i»n
ifn tiMIHU.iMLiii |.«« minimum pasynupnl
o0 Pisy.nixan mt

Kilitor* nolri. — Section I'], ch. Ifi.V
S\ litx¢ provides "nil Nolwilli-tmhling
Mthrt pu'ViMnn* of mw 1— |1 of hi*;ict,

I* .i niutiicip.tliiy may not rccrivc less
th.m AJj.IMHI plus on urea cosl-oMivmp
ilitlrii'nlial (lur|M Ihr fir-1 fiscal year in
whuh this.id ht'ITiVlivi*, IP80-81, nndi2'
arminicip.ility which would rw d tf under
AS Ji of. addid hy fiC 2 of this act. less
Ih..n 125 prreitil of the amount which .1
ruoiwd tor the last li.-cal year Under AS
43 IMHO - Id. 18 U15. repMled hy see. |1
ol this act. is. fer each nfthe first five fiscal

during* which <o« 1— 1(1of this act
aie eflMlive, entitled to receive an amount
eiliial to 125 percent of the amount which
it n~eived for the hi't fiscal \ear under the
f<m»er provisions of AS 43.18.010 —
4118n15 in accordance with thase provi-
sion* 'lo For the first five fiscnl year*
<hiring winch secs. 1— 10 of this ncl are

sistance

rograms.

elVective. in order to pay the amounts
required hy i.i» of this section, the alloca-
tion* made hy the Department of Commit*
nilv and HeMion.il Affair* lo the accounts
cstnhjisbed in AS 20 88 035. AS 20.80 080.
and AS 20.J0020 mow repealed! .-hall he
prorated hv an amount which reduces the
nllacalion lo each account in equal propor-
tion, and .he prorated amounts shall lio
allocated to these accounts, trl For the first
five fiscal years during whichwes 1— 10
of this act me effective, payment of an
entitlenten* lo o horouph under AS 20.88
nuiy he made lo n borough only if the hor-
mil'll assembly uyvees lo allocate lo each
I>oratifh service area in the horouph at
least the amount of money that the service
urea received during the last fiscal year
under the former provisions of AS
43 181110— 43.18 015. in accordance with
those provision*."

See. 29.95.010. Alincatinn and distribution. In) Each year, the
IXc-ji.iitnient of CmmiHinity nnd Regional AiThirs shall allocate money
appropriated to the accounts established in AS 29.88, 29.89.010 —
29.89. Iull, and former AS 29.90 in the amounts determined by the
legislature.

tin Money in the miscellaneous services account established in AS
29.89.080 which exceeds llie amount required to fully fund distribu-
tions imlhuri/cJ hy AS 29.89.010 — 29.89.109 shall lie reallocated to
the tax equalization account established in AS 29.88.085 nnd distrib-
uted according to the provisions of AS 29.88.

id Money in the hospital construction assistance account estab-
lished in former AS 29.90.020 which exceeds the amount required to
fully fund distributions authorized by former AS 29.90 fhall be

S 29.95.020 M unicipal. Government § 29.95.020

reallocated to the tax equalization account established in AS 29.88.035
and distributed according to the provisions of AS 29.88. (I 5 ch 155
SLA 1980)

Itcvisor's noles. — In 1984. the word ~ AS 29.90in ihis Lectionto reflect the 1983
"former" was inserted before referencesto  repeal of that chapter.

Sec. 29.95.020, Qualification for minimum pnyment. (a) A
municipality qualifying for an entittement under AS 29.88 or AS
29.89.010 — 29.89.100 shall receive a minimum payment of $25,000
plus an area cost-of-living differential for each fiscal year if:

(1) the municipality lias conducted a regular election under AS
29.28.010 — 29.28.050 during the fiscal year preceding the year for
which payment of an entittement is authorized by AS 29.88 or AS
29.89.010 — 29.89.100 and has reported the results of the election to
the commissioner of the Department of Community and Regional
Affairs;

(2) regular council meetings are held in the municipality in accor-
dance With the requirements of AS 29.23.210 during the fiscal year
preceding the year for which payment of nil entittement is authorized
by AS 29.88 or AS 29.89.010 — 29.89.100 nnd u record of the pro-
ceedings is maintained;

(3) a municipal budget has been adopted for the fiscal year during
which payment of an entitlement is authorized by AS 29.88 or AS
29.89.010 — 29.89.100 and an audit or financial statement for the
preceding fiscal year has been prepared and furnished to the Depart-
ment of Community and Regional Affairs in accordance with AS
29.23.560(a); and

(41 local ordinances adopted by the governing body of the munic-
ipality have been codified in accordance with AS 29.48.180.

(b) The area cost-of-living differential payable to each municipality
under this section shall he determined annually by election district
under the provisions of AS 39.27.030. Except as provided in AS
29.95.030, application of the area cost-of-living differential may not
result in a payment which is less than the minimum payment deter-
mined under la) of this section. For purposes of this subsection, the
election districts used are those designated hy the proclamation of
reapporlionmcnl and rcdislricting of December 7, 1961, and retained
for the house of representatives by proclamation of the governor
September 3, 1965.

(c) The Department of Community and Regional Affairs shall pay to
each municipality eligible lo receive a minimum payment under this
section an amount equal to the difference between the minimum
paymentdetermined under (a) and Ib) ofthis section and the sum ofthe
amounts payable for the same fiscal year under AS 29.88 and AS
29.89.010 — 29.89.100.
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(<) A paymentunder this section mny bo prorated nnd reduced under
AS 29.95.030.

(e> Payments under this section shall be made from the money allo-
cated to the las equalization account established in AS 29.88.035. (5 5

ch 155 SI.A 198(1)

Sec. 29.95.030. Promtion of payments, (a) Payments under AS
29.95.020 nnd AS 29.88 shell equal the amount allocated lo the tax
equalization account (AS 2J.88.035). adjusted in accordance with AS
29.95.010.

<b) Adjustments of payments shall be determined by prorating
amounts payable under AS 29.95.020 and amounts payable under AS
29." | by a factor which, \vh ;n applied, reduces all payments in equal
pp (ortion sothat payment' under AS 29.95.020 and payments under
A' 29.88 equal the amount allocated to the tax equalization account
c .ablishcd in AS 29.88.035 (5 5 ch 155 SLA 1980)
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Alaska Permanent Fund Corporation
Pouch 4-1000 Juneau. Alaska 99802

TEL 907/465-2047 TLX 099-46-323

MEMORANDUM

DATE:

TO:

FROM:

SUBJECT:

September 6, 1983

Laura Davis, Assistant Attorney General
Department of Lavw/

Milton B. Barker, Deputy Commissioner
Treasury, Department of Revenue

Vincent Wright, Chief of Research
Department of Revenue

Bill Smart
Price Waterhouse, Anchorage

Peter A. Bushre, Comptroller

Alaska Permanent Fund Corporation

Distributions of Permanent Fund Income

This memorandum will confirm the decisions made at our meeting on
Monday, August 29, 1983. The meeting was called to resolve certain
guestions surrounding interpretations of AS 37.13.140, AS 37.13.145
and Section 15 of Chapter 81, SLA 1982. Specifically, the
gquestions discussed and the decisions agreed upon by everyone
present were as follows:

Does Sec. 15 of Ch. 81, SLA 82 include a partial distribution of FY
83 earninas? Section 15(a) provides that all of the income earned
(including accrued income) prior to July 1, 1982 that was not
distributable under prior law is to be transferred to the undis—
tributed income account. The provision includes the portion of FY



Re: Distributions of Permanent Fund Income
September 6, 1983

Page 2

81 and FY 82 earnings retained by the Fund (the undistributed
portion of current income not distributable on an averaging basis)
and accrued income at the end of FY 82. The section further
provides that this amount is to be reduced by an amount equal to
one-half of FY 83 distributable income, i.e., an amount equal to
one-half of FY 83 distributable income is not retained by the Fund
in the undistributed income account.

Section 15(b) provides that this amount is to be transferred to the
general fund. The history of section 15 is that the legislature
wanted a distribution of FY 83 earnings at least equal to the FY 82
accrual basis liability. The amount credited to the undistributed
income account would be reduced by the amount of that distribution.

Conclusion: Cw . 81, SLA 82 includes a distribution of FY .83
earnings equal to one-half of distributable income for that year.

Is distributable income a cash basis or accrual basis calculation
under Sec. 15 of Ch. 81, SLA 82?7 Section 15(b) provices that
distributable income is to be calculated by the formula in AS
37.13.140 before it was amended by Ch. 81. SLA 82. Under prior
law, AS 37.13.140 specified that the income of the Corporation was
the interest received each fiscal year. Distributable income is a
moving average of the income received each fiscal year.

Conclusion: Distributable income is a cash basis calculation under
Ch. 81, SLA 82.

Is distributable income a cash basis or accrual basis calculation
under AS 43.23.045(b)? Subsection (b) provides for the transferof
an amount to the dividend fund from Permanent Fund earnings (or
undistributed income if current year earnings are not adequate)
equal to one-half of the amount available for distribution. The
amount available for distribution is determined by AS 37.13.140
which provides that it is an average of the net income of the
Corporation for the last five fiscal years. Net income is defined
by that section as being in accordance with generally accepted
accounting principles, which 1is accrual basis income.

Conclusion: Distributable income is an accrual basis calculation
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under AS 43.23.045(b).

Is net income for the years prior to adoption of Ch. 81, SLA 82.
which is used in the calculation of distributable income for FY 83,
calculated under current law for years prior to FY 83 or the law in
effect when it was earned? AS 37.13.140 before the adoption of Ch.
81, SLA 82 specified that income was the interest received by the
Corporation; after the adoption of Ch. 81, SLA 82 it was in
accordance with generally accepted accounting principles. Under
current law, AS 37.13.140 defines income available for distribution
as an average of the net income of the Corporation for the last
five fiscal years, and specifies that net income is to be computed
in accordance with generally accepted accounting principles. The
law makes specific reference to an accrual basis income for each of
the five years in the average. Reference to an August 11, 1982
memorandum drafted by Thomas K. Williams which explains the intent
of the Trustees revealed that income as calculated under the
amendments of Ch. 81, SLA 82 was to be used in each year of the
average.

Conclusion: Net income for the years prior to adoption of Ch. 81,
SLA 82 used in the calculation of distributable income for FY 83 is
determined by current law.

Is the liability to the Dividend Fund determined by AS 37.13.140 or
by appropriation? The income distributable to the Dividend Fund
for FY 83 under AS 37.13.140 is more than the appropriation for FY
83. Reference was made to an opinion of the Attorney General

(file: 366-484-83) dated March 10, 1983, which held, 1in essence,
that all or a portion of Permanent Fund earnings can be retained in
the Fund by operation of law, but an appropriation is necessary for
distributions to any fund other than the general fund.

Conclusion: The liability to the Dividend Fund is the amount of
the appropriation.

Are earnings on undistributed income included in the calculation of
income available for distributionF AS 37.13.145 makes specific
reference to the definition of income in AS 37.13.140 as the 1income



Re: Distributions of Permanent Fund Income
September 6, 1983

Page 4

DAR/aef

available for inflation-proofing, excluding the income attributed
to the investment of undistributed income. AS 37.13.140 defines
income available for distribution as the average net income of the
Corporation for the last five fiscal years. The undistributed
income account is identified by AS 37.13.145 as an account within
the Permanent Fund, and its income is to be treated as an addition
to that account.

Generally accepted accounting principles v;ould treat the undis—
tributed income account as corporate retained earnings available
for distribution. A dividend or other distribution could be
declared at any time by appropriation, but until it is, they are
corporate earnings retained for reinvestment.

Conclusion: Earnings on undistributed income are included in the
calculation of income available for distribution.
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BILL SHEFFIELD, GOVERNOR

COMMI-7TIT¥ <& S»EGa®I*AL AFEABRS o POUCH B
JUNEAU. ALASKA 99811
PHONE: (907) 495.4700
OFFICE OF THE COMMISSIONCR

o 949 E 36TH AVENUE. SUITE 400
ANCHORAGE. ALASKA 99503

PHONE: (907) 5631073
September 4, 1985

The Honorable Edna DeVries
Alaska State Senate

P.0. Box 321

Palmer, AK 99645

Attn: Yvonne Alford

Dear Senator DeVries:

Thank you for notifying our office of your 1intent to hold
Senate Community and Regional Affairs Committee hearings on
SB 244 in September and October. The Department will be
pleased to assist you and your committee staff by providing
knowledgeable staff at each of the six hearings scheduled to be
held 1in Southcentral and Interior Alaska. Tentatively, Mr.
Doug Griffin, Deputy Director of the Division of Municipal and
Regional Assistance will be 1in attendance at the Southcentral
hearings scheduled for September 24-26. Mr. Griffin or Mr.
James Plasman, the State Revenue Sharing/Municipal Assistance
program manager, will be on hand for the October 22-24 hearings
scheduled for the Interior.

Mr. Royce Weller, Special Assistant in the Department of
Revenue assisted us 1in gathering the information you requested
on Municipal Assistance funding over the Jlast five years.
Specifically, you requested a comparison between the actual
level of appropriation and the formula suggested level for
Municipal Assistance distribution. This comparison is as
follows:

MUNICIPAL ASSISTANCE FUNDING
(in thousands of dollars)

Year Formula Amount Actual Appropriation
FY 82 $87,400.0 $87,974.6
FY 83 85.630.0 71.300.0
FY 84 70.500.0 70.500.0
FY 85 84.900.0 81.306.8
FY 86 87.900.0 81.306.8
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I hope this adequately responds to your request. IT you need
additional information or clarification please feel free to
contact this office or Mr. Doug Griffin at 465-4750.

Sincerely”

Jeff Smith
Deputy Commissioner



Earnings on Undistributed Income

Fiscal Rate of Previous Year's
Year Return Ending Balance/U. 1.A. Earni
1932 15.10 58.7 $ 8.9
83 12.76 243.3 31.1
8/ 10.89 353.8 38.5
85 11.61 557.4 64.7
86 10.53 763.3 80,4
87 9.0 1,001.1 90.1
83 9.0 997.2 89.8
89 9.0 9S6.8 38.8
90 9.0 969.4 87.3
91 9.0 952.0 85.7
92 9.0 937.2 84.4
93 9.0 914.8 82.3
94 9.0 884.5 79.5
95 9.0 845.5 76.1
96 9.0 796.6 71.7
97 9.0 737.0 66.3
98 9.0 665.5 59.9
99 9.0 581.3 52.3
2000 9.0 483.2 43.5
2001 9.0 370.0 33.3
2002 9.0 240.6 21.7
2003 9.0 93.3 8.4
Assumptions:
Return: 1982 - 15.10% Inflation: 1982 - 10.37%
83 - 12.76 83 - 6.10
84 - 10.89 84 - 3.22
85 - 11.61 85 - 4.26
86 - 10.53 86 - 3.53
1987-2003 - 9.0 1987-2003 - 6.0

9/16/85
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Senator Edna DeVries, Chairman

Senate Community & Regional Affairs Committee
Box 321

Palmei. Alaska 99645

ATTN: vonne Alford
Dear Senator:

As you requested, | am providing estimates of the Permanent Fund
Undistributed Income Account.

Two sets of estimates are provided - - the Mean Case and the Risk
Adjusted.

The Mean Case has a probability of 50 percent that the estimate will be
that amount or more. Similarly, the Risk Adjusted estimate has a 70
percent probability.

From the attached source tables 1 have extracted the information
specific to your request:

Undistributed Income Account
($$$ millions)

Fiscal Year Mean Case Risk Adjusted
1985 $ 759.9 $ 759.9
1986 871.5 871,4
1987 921.0 920.7
1988 1,005.6 1,004.3
1989 1,072.1 1,069.5
1990 1,153.9 1,149.3

Please let us know if Legislative Finance Division can assist further,

Regards,

Mike Greany, Director
Legislative Finance Division

Attachments



i>e?1t I\
Slate of Alaska
Permanent Fund Earnings & Balance
Mean Case
(millions of nominal .$)

Permanent Fund Contributions

Perm Fund Undist"d (€Y
"iscal Mineral Approp- Inflation Year-End Perm Fund Income Dividend
Year Revenues rialions Proofing Balance Earnings Account Progranm
76 .0 .0 .0
77 4.0 . 4.0 .0
70 50.5 ° 54.5 1.3
79 03.9 130.4 6.5
00 344.0 403.2 23.7
01 305.1 900.0 1,760.5 149.6 105.1
02 400.5 000.0 2,969.0 360.6 330.4
03 421.0 400.0 231.2 4,021.2 471.5 353.3
04 366.2 300.0 150.9 4,030.3 530.0 557.3
05 354.3 300.0 234.0 5,726.5 653.9 759.9
06 309.3 230.9 6,266.0 605.4 871.5
07 277 .0 259.5 6,004.0 594 .6 921.0
00 264 .3 310.0 7,370.3 703.3 1,005.6
09 269.5 364.0 0,011.0 762.5 1,072.1
90 270 .3 394 .2 0,675.3 025 .1 1,153.9
91 263.5 425.5 9,365.4 091.6 1,242.3
92 272.7 450.0 10,096.9 961.6 1,330.7
93 270 .9 515.7 10,091.4 1,005.8 1,443.2
94 267.7 570.0 11,737.1 1,170.9 1,547.6
95 269.0 e 622.0 12,628.0 1,259.7 1,648.4
Total 5,154.0 2,700.0 4,774.6 11,065.5 4,329.4

1) FY 03 dividend amount includes an appropriation of $440.1 million fj
General Fund. J 1 ot .V

lource: "Revenue Sources", Department of Revenue, June 05 mean_§ase.



UNRESTRICTED GENERAL FUND REVENUES
Fiscal Year Risk Adjusted Mean Case

1976 709.8 709.8
1977 8743 874.3
1978 764.9 764.9
1979 1,133.0 1,133.0
|teo 25012 2,501.2
1981 3,118.2 3,718.2
1982 4,108 .4 44,1084
1983 3,631.0 3,631.0
1984 3,390,1 . 3,390.1
1985 3,237.6 3,237.6
1986 2,872.8 2,939.6
1987 25735 247333
1988 2,267.6 2,443.0
1989 2,151.2 2,430.1
1990 2,052.4 24526
1991 1,944.4 2,389.0
1992 1,931.5 2,430.5
1993 1,893.6 24769
1994 1,805 .8 23936
1995 1,753.5 23828

LEG:"\”\B 8/30/85 9:36A\/|



17V&L i N
State oi! AJaska

Permanent Fund Earnings & Balance i
Risk-adjusted (3U%)
(millions of nominal $)

Permanent Fund Contributions

Perm Fund Uridist-d ¢))
"iscal Minerai Approp— Inflation Year-End Perm Fund Income Dividend
Year Revenues riations Proofing Balance Earnings Account Progranm
*
76 .0 .0 .0
77 4.0 a 4.0 .0
70 50.5 54.5 1.3
70 03.9 130.4 6.5
00 344 .0 ’ 403.2 23.7 ;
ni 305. 1 900.0 1,760.5 149.6 105.1
(32 400 .5 000 .0 2,969.0 360.6 " 330.4
03 421.0 400.0 231 .2 4,021.2 471.5 353.3
04 366.2 300 .0 150.9 4,030.3 530.0 i 557.3
05 353.9 300.0 234.0 5,726.2 653.9 759.9
06 299.7 230.5 6,256.4 604.9 - 871 .4
07 254 .0 258.1 6,768.5 592.7 e 920.7
00 237 .1 307 .2 7,312.9 698.8 1,004.3
09 220 .3 359.0 7,900.1 754.6 1,069.5
90 215.5 386 .3 0,501.9 012.5 1,149.3
91 200.0 414.3 9,116.9 072.8 1,234.7
92 201 .7 443 .6 9,762.2 935.5 1,319.2
93 196.7 495.0 10,453.8 1,049.5 1,431.3
94 105.3 551.1 11,190.2 1,124 .4 1,525.1
95 100. 8 509.0 11,960.0 1,202.1 1,619.7
Total 4,609.0 2,700.0 4,650.1 10,852.9 4,288.6

(1) FY 03 dividend amount includes an appropriation of $440.1 million from the
General Fund.

Source: "Revenue Sources"™, Department of Revenue, June 05 (30% case).

(PF30)

rirlsee | >r.



ALASKA PERMANENT FUND Corporation
Statement of Changes in Fund Balance

Balance, July 1, 1980

Appropriations from State of
Alaska General Fund

Royalties and other state receipts
Investment income

Transfer of net investment gains
to principal

Distributable income due to
State General and
Segregated Funds

Balance, June 30, 1981

Appropriation from State
of Alaska General Fund

Royalties and other state receipts
Investment income

Distributable income due to
State
General and Segregated Funds

Balance, June 30, 1932

For the Years Ended June 30, 1982 and 1981

Total

S 483,208,000

900,000,000
385.128.000

149.867.000

(90,904,000)
1,827,299,000

800,000,000
400.522.000

368.426.000

(183,411,000)

$3,212,836,000

Aporopriations,
Royalties and
Other State
Receipts

$ 483,208,000

900,000,000

385,128,000

219,000

1,768,555,000

800,000,000

400,522,000

$2,969,077,000

See accompanying notes to financial statements

Undistributed
Income

$149,867,000

(219,000)

(90,904,000)
58,744,000

368,426,000

(183,411,000)

$243,759,000



Note 5 — Amount Due to the State General and Segregated Funds:

The amount due to the State General and Segregated Funds s determined on the
basis of the current year"s distributable income as provided by statute adjusted for
actual cash distributions and prior year"s accrued amount due to the Funds. Summarized
below is the activity for the fiscal years ended June 30, 1982 and 1981.

Ba'ancc, July 1. 1980 S 19,669,000
Ada- 1981 accrual of distributable income 90.904.000
Less. Cash transfers made -

Amounts transferred applicable to 1980 8519,669,0001

Amounts transferred applicable to 1981 43,565,000 (63.234,000)
Balance, June 30, 1981 47.339.000
Add: 1982 accrual of distributable income 183,-n 1,000
Less: Casn transfers made -

Amounts transferred applicable to 1931 E47.339.000}

Amounts transferred applicable to 1982 94.592.000 (141,931,000)
Balance, ) 1982 $ 88,819,000

Note 6 — Administrative Expenses (Unaudited):

Administrative and other expenses are paid by the State of Alaska General Fund and
are not included in the accompanying statements. The related budget and actual
expenses for 1982 and budgeted expenses for 1983 for operations of the Permanent
Fund Corporation are as follows (unaudited):

1982 1983
Budget Actual Budget
$450,500 $391,200 $3,070,500
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Alaska Permanent Fund Corporation

Statement cF Changes in Fund Equity
For The Years Ended June 30, 1983 and 1982

Contributed Undistributed

Equity Income

Balance, June 30, 1981 $1,827,299,000 $1,768,555,000 $ 58,744,000
Appropriations from the State 800,000,000 800,000,000

Dedicated state revenues 400.522.000 400,522,000

Investment income 368.426.000 368.426.000
Distributions of 1income (183,411,000) (183.411.000)
Balance, June 30, 1982 3,212,836,000 2,969,077,000 243.759.000
Appropriations from the State 400,000,000 400,000,000

Dedicated state revenues 420.957.000 420,957,000

Net income from operations 471.125.000 471,121 ,:00)
Distributions-of income (1297, 882r,0007 (129.882.000)
Provision for -inflation 231:192,000- (231.192.000)
Balance, June 30, 1983 $4 ,375 ,036,000 $4,021,226,000 $353 ,810 >000,

See accompanying notes to financial statements



Balance, June 30, 1981
Add: 1982 accrual of
distributable 1income

Less: Cash transfers

Applicable to 1981
accruals

Applicable to 1982
accruals

Balance, June 30, 1982
Add: 1983 accrual of
distributable income

Less: Cash transfers
applicable to 1982

Transition rule adjust
ment

Balance, June 30, 1983

1983 Provision Charged To:

Earnings on undistributed
income

Balance of undistributed
income

Sub-total

Transition rule adjustment

Income distributable to
the State

-U-é&<

Tot: al
$ 47,339,000

183.411.000
230.750.000

(47,33 ,000)

(94.592.000)
(141,931,000)
88,819,000

217,410,000
306 .229.000

(1,291,000)

(87.528.000)
(88.819.000)

$217-,7410 ,000 *

Total

$ 31,104,000

98.778 , 000
129,882,000

87 .528 ,000

$217,410,000

27

Dividend
Fund

$ 23,670,000

91,706,000
115,376,000

(23,670,000)

(47.296.000)
(70.966.000)
44,410,000

107.875.000
152.235.000

(646,000)

(43.764.000)
(44.410.000)

$107,875,000

Dividend
Fund

$ 31,104,000

33,007700j)
64,111,000

43,764,000

$107,875,000

General
Fund

$ 23,669,000

91.705.000
115.374.000

(23.669.000)

(47.296.000)

)
44.409.000

109.535.000
153.944.000

(645,000)

(43 ,7t>4 ,000)
(44.409.000)

$109,535,000

General
Fund

$ 65,771,000

65.771.000

43.764.000

$1097535,000



Alaska Permanent

Statement of Changes

For The Years Ended

Balance, June 30, 19S2
Appropriations from the State
Dedicated state revenues

Net income from operations
Provision for 1983 dividends

Provision for distributions to
the state general fund

Provision for 1983 inflation

Balance, June 30, 1983

Appropriations from the State-

Dedicated state revenues
Net income from operations

Provision for 1983 dividend
supplement

Provision for 1984 dividends
Provision for 1984 inflation

Allowance for unrealized loss
on common stock

Provision for future inflation
and dividends

Balance, June 30, 1984

Fund Corporation

Fund Equity

30, 1984 and 1983

Total

$3,212,836,000
400,000.000
420.957.000
471.125.000
(64.111.000)

(65.771.000)

4,375.036,000
300,000,000
366.183.000
529.457.000

(11.869.000)
(163,116,000)

(20.871.000)

§5,374,520,000

Contributed
Equity

$2,969,077,000
400,000,000
420.957.000

231.192.000

4,021,226,000
300,000,000
366.183.000

150.935.000

54,838.344,000

Reserve
for Inflation
and Dividends

5557,347,000
5557.347.000

See accompanying notes to financial statements

Unrealized
Loss On
Common Stock

$(20,871,000)

$(20,871,000)

Undistributed

Income

S243,759,000

471.125.000
(64.111.000)

(65.771.000)
(231,192,000)

353.810.000

529,457,000

(11,869,000)
(163.116.000)
(150.935.000)

(557.347,000)



Balance due, June 30, 1982

Add: 1983 appropriation
and transition rule
liahilin

Ix-ss: Cash transfers—
Applicable to 1982

Transition rule
adjustment

Balance due, June 30, 1983

Add: 1983 supplemental
appropriation
1984 appropriations

Less: Cash transfers—
Applicable to 1983

Applicable to 1984

Balance due, June 30, 1984

Total

5 88,819,000

217,410.000
306,2293)00

(1.291,000)

(87,528,000)
(88,819,000)

217,410,000

11,869,000
163,116,000
174,985,000

(229,279,000)
(7,986,000)
(237,265,000)

5155,130,000

Dividend
Fund

5 44,410,000

1077X75,000
152,285,000

(646,000;

(43,764.000)
(44,410,000)

107,875.000

11,869,000
163,116,000

174,985.000

(119,744,000)
(7,986,000)
(127.730,000)

S155,130,000

General
Fund

5 44,409,000
109,535,000
153,944.000

(645,000)

(43.764,000)
(44,409.000)

109,535.000

(109,535,000)

(109,535.000)
5

Note 8 - Contributed Equity

The principal balances of the Alaska Permanent Fund at June 30, 1984 and 1983 are as
follows:
June 30,

1984 1983

52,036,217,000
2,400,000,000
382.127,000

51,690,034,000
2,100,000,000
231.192,000

Dedicated state revenues
Appropriations from the State
Cumulative provision for inflation

54,838,344,000 54,021,226,000

In 1980, the State Legislature appropriated 5900,000,000 from general fund revenues to
the Permanent Fund. This appropriation has been paid in full. In 1981, the Legislature
appropriated an additional 51,800,000,000 from general fund revenues to the Perma-
nent Fund. This appropriation bill directs the Commission-..- of Revenue to make-
monthly deposits of general fund operating surplus until the balance is reached. As of
June 30, 1984, 51,500,000,000 (June 30, 1983, 51,200,000,000) of this appropriation
had been deposited in the Permanent Fund.
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Balance, June 70, 1983

Appropriations from ttie State

Dedicated State revenues

Net 1income from operations

Provision For 1983 dividend
supplement

Provision for 198*1 dividends

Provision for 1988 inflation

Allowance for unrealized loss
on common stock

Provision for future inflation
nnd dividends

Balance, June 30, 1986

Appropriations from the State

Dedicated State revenues

Net 1income from operations

Citizen contributions

Provision Tor 1985 dividends

Provision for 1985 inflation

Recovery of unrealized Iloss
on common stock

Provision for future inflation
and dividends

Balance, June 30, 1985

ALASKA PF.RMANENT FUND CORPORATION

STATEMEUT OF CHANCES

FOR THE YEARS ENDED JUNE 30.

Contributed
Tota I Eciu itv
$1,375,036,000 $"1,021,226,000
300,000,000 300,000,000
366.183.000 366,183,000
529.057.000
(11,869,000)
(163,116,000)
150,935.000
(20,871,000)
5,3771,820,000 "1,838, 311,000
300,000,000 300,000,000
368.027.000 368,027,000
657.761.000
, 1,000
(217, 2771,000)
23"*,570,000
20,871.000
$6. 501 m206.000 $5.760.902,000

IH FUND EQUITY

1985 AND 1986

Reserve for

Infl ation and

Dividends

$557.367.000

557,367,000

205.917.000

$763,266,000

See accompanying notes to financial statements

Unrealized
Loss on
Common Stock

$(20,871,000)

(20,871,000)

20,871,000

uUnd istri buted

Income

$ 353,810,000

529,657,000
(11,869,000)

(163.116.000)
(150.935.000)

(557.367.000)

657,761,000

(217,276,000)
(236,570,0° )

(205 .917,000)



Total

Balance due, June

30, 1983
Add: 1983 supple—
mental appro
priation
1984 appro—

priations

Total

Cash trans—
fers -
Applicable
to 1983

Less:

Applicable
to 1984 (

(237,265,000)

Balance due, June
30, 1984

Add: 1985 appro—
priation

Cash trans—
fers -
Applicable
to 1984

Less:

Balance due, June
30, 1985

7. CONTRIBUTED EQUITY:

The principal balances

$ 217,410,000

11,869,000

163,116.000
174,985,000

(229,279,000)

7,986.000) (

155,130,000

217,274,000

(155,130,000)

$ 217,274,000

Dividend
Fund

$ 107,875,000

11,869,000

163,116,000
174,985.000

Dividend

Fund

(119,744,000)

7,986,000)
(127,730,000)

155,130,000

217,274,000

(155,130,000)

$ 217,274,000

30, 1985 and 1984 are as follows:

10

General
Fund

$ 109,535,000

General
Fund

(109,535,000

(109,535,000

of the Alaska Permanent Fund at June



Official Business Pouch V

State Capitol
Juneau. Alaska 99811

APR 22 1983

ISRVIANEHT RUEL? OUK&Bffrob 22 > 1985

Mr. David Rose

Executive Director

Alaska Permanent Fund Corporation
Pouch 4-1000

Juneau, Alaska 99802

Dear Mr. Rose:

As a member of the Senate Finance Committee, | have spent
considerable time and effort attempting to determine which state
revenues are available of appropriation, and which are not. It
is my understanding the Department of Revenue segregates funds
which the State receives into three basis categories:

1. Unrestricted revenues--which are paid into the General
Fund and may be appropriated for any purpose.

2. Restricted revenues- which are funds received for a
specific purpose and primarily originate from the Federal
government.

3: Special Fund revenues--which are funds received 1into
statutorily established funds such as the International
Airports Revenue Fund. These funds may or may not be

available for appropriation and be treated as General Funds.

I have attempted to determine 1into which category the
Undistributed Income Account for the Permanent Fund falls.
Logically, one would think that it would fall into the
"Special Fund Revenues™ category. However, 1in reviewing

the Department of Revenue®"s last quarterly report, a listing
for the undistributed Income Account is not shown. Neither is
it listed in the "Restricted Revenues™ nor in the "Unres—
tricted Revenues" categories of the quarterly report.

Therefore, 1 am confused as to the true nature of the
undistributed Income Account. To clarify this 1issue, would you
please answer the following questions:



PAGE 2

1. Is the Undistributed Income Account a dedicated fund,
unavailable for appropriation?

2. Is the Undistributed Income Account an a count within

the Permanent Fund, and therefore unavailable for appropriation?

3. IT not then aren"t the funds 1in the Undistributed Income
Account simply General Funds bearing a different label?

4. If the Undistributed Income Account is simply a
bookkeeping category for monies within the General fund, why
aren"t they listed as "Unrestricted Revenues?"

5. The March revenue forecast predicts an FY 1986 balance
in the Undistributed Income Account of $877 million, and
increase of nearly $140 million over the January forecast.

I understand that your office may have a forecast for the
Undistributed Income account which predicts higher balances for
both the short-and long-term.

Would you please send me the answers to the above questions
and your office"s predictions for FY 1986 through FY 2000 for

the Undistributed Income Account?

Thank you for your assistance and corporation on this
matter.

Sincerely,

Alaska State Senator

FRF/cc



Alaska Permanent Fund Corporation
Pouch 4-1000 Juneau. Alaska 99802
TEL m/465-2047 TLX 099-46-323

April 24, 1985

The Honorable Frank R. Ferguson
Alaska State Senator

Pouch V

State Capitol

Juneau, AK 99811

Dear Senator Ferguson:

Thank you for your letter of inquiry dated April 22, 1985 pertaining to
the Undistributed Income Account. Answers are keyed to the questions
posed as follows:

Q # 1. Is the Undistributed Income Account a dedicated fund, unavailable
for appropriation?

According to legal counsel, the Undistributed Income Account is a
partially dedicated fund (see attached letter from Office of the
Attorney General, dated March 10, 1983). It is: (@) available
for appropriation for any law/ful purpose; (2) available to make up
any shortfall in dividend payments subject to appropriation; and
(3 available to make up any shortfall in inflation-proofing
transfers to the corpus of the Fund, without appropriation.

* * *

Q # o Is the Undistributed Income Account within the Permanent Fund, and
therefore unavailable for appropriation?

The Undistributed Income Account is an account within the Perma-
nent Fund but does not constitute part of the "corpus"™ of the
Fund. Thus, it is subject to appropriation while the "corpus"™ 1is
not.

AS 37.13.145 states, in part, "....The balance of the net income
as defined in AS 37.13.140 shall be transferred to the undistrib-

uted income account jn the Alaska Permanent Fund" (emphasis
added).



Senator Frank R. Ferguson
April 24, 1985
Page 2

Q # 3. If not, then aren"t the funds iIn the Undistributed Income Account
simply General Funds bearing a different label?

Section 15, Article 11X, the constitutional amendment which created
the Permanent Fund states in part:

"___All income from the permanent fund shall be deposited in the
general fund unless otherwise provided by law" (emphasis added).

AS 37.13.145 specifically directs this income to the Undistributed
Income Account in the Permanent Fund. Without these provisions,
of course, income would automatically flow to the General Fund.
More than just a label appears to be involved since substantive
law was deliberately written to prohibit automatic flow to the
General Fund.

Q # 4. If the Undistributed Income Account is simply a bookkeeping
category for monies within the General Fund, why aren"t they
listed as "Unrestricted Revenues?1l

The Undistributed Income Account is not simply a bookkeeping
category for monies within the General Fund, as previously stated.
The Undistributed Income Account is a holding account for prior
years® income not used for dividends or inflation-proofing. All
income of the current year is added to the account during the
year. At the close of the year, dividend payments and inflation-
proofing are subtracted from the account. If there is a balance,
it is carried forward. The Trustees have designated the balance
in the Undistributed Income Account as a "reserve for dividends

and inflation-proofing."” This designation by the Trustees treats
the account in a manner similar to other corporations®™ ™"retained
earnings”™ — a buffer to be utilized iIn poor earnings years. The

Trustees”™ designation, however, does not infer that these funds
may not be appropriated. See Resolution 84-12 in the attached
memorandum.

The Corporation makes projections each month. The current projection
sheet (attached) reflects the following:

1. The Undistributed Income Account at June 30, 1985 is expected to be
$757.1 million.



Senator Frank R. Ferguson
April 24, 1985
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2. The balance of the Undistributed Income Account will be drawn down to
zero to meet dividend and inflation-proofing by the year 1999, assuming an
annual earnings rate of 9 percent and an inflation rate of 6 percent.

The Corporation®s projections are more conservative than the Department of
Revenue®s because we assume a slightly higher long-term rate of inflation
and a slightly lower real rate of return over time. The actual balance of
the Undistributed Income Account on June 30, 1986 will depend on the
actual earnings of the Corporation during the next fiscal year and on the
actual inflation rate for 1985.

As 1 review your letter, it appears that the income held in the Undis-
tributed Income Account after meeting the dual obligations of dividend
payments and inflation-proofing transfers is unique.

I have also enclosed a recent memorandum, prepared by staff for the infor-
mation of the Trustees, which describes the Undistributed Income Account,

its purpose and how it works.

If you have further questions or need better clarity of explanation,
please do not hesitate to contact me.

David A. Rose
Executive Director

DAR/bn

Attachment



ALASKA FERXANES? FOND CORPORATION

FINANCIAL PROJECTIONS AS C:  4/15/35

(in oiiiior.s! in i onsl
Diet-’ bvticr. Rese: ves
Dsdic2.9¢ inflation Aciuste: State
Beginning  Appro-  State Inflation Ending  Proofing Ending Set Inflation General Trans.  Add Total
FI Balance priation Revenues' fire Balance Snortfel: Balance incone Dividends Proofin? Fund  Adi." (uelere) Balance  Assets
73 544 54.4 54.4 1.8 1.3 5 55.0
9 544 84.1 138.5 133.5 8.0 55 1.4 1405
80 1335 444 3 4832 4832 324 11.8 3 1.8 8.5 502.9
8l 4832 9000 351 2 17635 1,7635 1499 215 2 215 36.0 58.7 58.7 18745
8 1,768.5 8000 4005 2,969.0 2.959.0 3584 711 711 411 1851 2438 3,30L7
8 29693 4000 4210 2312 4.021.2 40212 4711 1079 2312 1095 ( 875 1100 3538 45930
84 40212 3000 3662 1509 14,8333 48333 5295 1753 1509 2035 5574 55308
8 48383 3000 3583 2342 57308 57303 6509 2070 2342 199.7 7571 6,704.9
& 57308 3076 3623 6,400.7 6,400.7 6259 2645 3623 ( L0) 7561 74214
87 6,400.7 2833 4011 7.085.6 70855 587.8 2965  40L1 (93 7453 81284
8 7,085.5 2137 4416 17,8009 73009 7510 3245 4416 ( 15.1) 73L2 88556
89 7,800.9 2671 4841 85521 8.552.1 8157 3532 4841 ( 206) 7106 9,615.9
%0 85521 256.1 5285 9,336.7 93357 330 3766 5285 ( 20.1) 6905 10,403.8
91 9,336.7 2371 5744 10.148.2 10.143.2  955.1 4097 5744 ( 280) 5625 11,220.4
2 10,148.2 2373 5231 11,0085 11,0035 1,030.0 4439 6231 ( 3700 6255 12,078.0
93 11,008.6 2295 6743 11.912.4 11,9124 1107.2 4795 6743 ( 46.6) 5789 12,9708
34 11,912.4 213.0 7278 12,8552 12.853.2 1,187.5 5166 7278 ( 56.9) 5220 13,895.8
% 12,858.2 2078 7840 13,350.0 13.850.0 1270.7 5552  784.0 ( 685) 4535 14,358.7
% 13,550.0 2025 8432 14,395.7 14,8557 13575 5953 8432 ( 8L0) 3725 158635
97 14,8957 1996 9057 16,001.0 16,00L.0 14483 6371 9057 ( 945 2780 16,916.1
9 16.001.0 1974 9719 17,170.3 17.170.3 15434 6837 9719 (109.2) 163.8 18,019.8
9 17,170.3 1950 1,041.9 18,407.2 18,407.2 16432 7263 1.0419 (1250) 438 19,177.3
0 18,407.2 187.3 1,017.5 19,612.5 98.2 19,710.7 17477 7740 10175 ( 438) 20,386.5
119,612.5 2578 10365 209168  156.3 21,073.1 18609 8244 1.036.5 21.741.2

* Source: Alaska Departoent of Revenue
1 Chapter 31, SLA 1982, Sec. 15(b)
ASSOSPTIONS: 301 CASE FORECAST - 3rd Qtr FT85

251 Pre-1530 Contribution Rate
5C1 Post-:S7S Contribution Rate
4.251 Inflation FS85
10.761 Return FY85
61 Average Inflation :T25-FY00
71 Average Return FY86-FYGC



Alaska Permanent Fmid Corporation
Pouch 4-1000 Juneau, Alaska 99802
TEL 907/465-2047 TLX 099-46-323

MEMORANDUM

DATE: February 25, 1985
TO:

FROM:
rch & Liai son Officer

SUBJECT: The Undistributed Income Account

In response to legislative questions about the Undistributed
Income Account, 1 have compiled the attached set of documents which
describe its purpose and how it works, particularly in regard to
inflation-proofing.

A) Resolution 83-2: Describes the purpose of the Permanent Fund
and acknowledges the Trustees™ fiduciary obligation to protect the
principal of the Fund from the effects of inflation.

B) Resolution 84-12: Describes the purpose of the Undistributed
Income Account and designates it as a reserve for inflation and dividends.

C) Resolution 83-8: Defines the term "principal balance" as
used bythe Corporation in the computation for inflation proofing.

D) Memorandum of September 23, 1983: Provides a legal review of
Resolution 83-8 by the Attorney General and makes it clear that money in
the Undistributed Income Account is "available for appropriation, or for
reinvestment pursuant to AS 37.13.145 in a year when the current income
earned on principal of the fund is insufficient to offset the effect of
inflation in that year™.

E) Legislative Budget and Audit Committee Resolution of
January 17, 1984: Supports and approves Resolution 83-8 of the Board of
Trustees of the Alaska Permanent Fund Corporation.
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F) Resolution 83-7: Adopts the U.S. Consumer Price Index as the
index to be used in the computation for inflation-proofing.

G) Excerpt from the 1984 Annual Report: Describes the rate of
inflation for each year from 1977-1984.

H) Resolution 83-11: Defines the term "net income" to include
both the earnings on the principal of the Fund and the earnings of the
Undistributed Income Account.

) Alaska Statutes: Sections 37.13.140-145 describe State law
pertaining to income of the Permanent Fund.

JK/bn



RESOLUTION OF THE BOARD OF TRUSTEES
OF THE ALASKA PERMANENT FUND CORPORATION REGARDING
THE PURPOSE OF THE PERMANENT FUND

RESOLUTION NO. 83-2

WHEREAS, the people of the state created the Alaska

Permanent Fund by constitutional amendment 1in 1976, requiring

that "...at least..." 25 percent of mineral royalties and
related income be set aside for "...income-producing invest—
ments..." to benefit all generations of Alaskans, and

WHEREAS, the enabling law for the management and invest—
ment of the Permanent Fund directs the Trustees "...to maintain
safety of principal while maximizing. ..disposable income...".

AS 37.13.020(2) and (3),

NOW THEREFORE BE IT RESOLVED that the Trustees acknowledge
the Permanent Fund to be an inviolate trust and recognize their
prime obligation to be the protection of principal, not only
against inordinate risk to current worth but also against the
impact of inflation on future x-jorth. They will honor this
obligation by observing the Prudent Investor Rule 1in judging
the quality and reasonable diversification of the Fund®s invest
ments (AS 37.13.120(Ca) and (c)) and in defending the rule of

retaining sufficient income to offset the effects of inflation

on principal, and



BE IT FURTHER RESOLVED, the Trustees recognise their
obligation to provide maximum disposable income for the uses
of the people of Alaska, as such uses may be designated by lav;.
They will honor this obligation by pursuing an investment policy
which offers the highest possible investment yield commensurate

with minimal risk.

PASSED AND APPROVED by the board of trustees of the Alaska

Permanent Fund Corporation, this 30th day of March, 1983.

4tk .
/ Dr. George 1 Chairman
Board of Trustees
Alaska Permanent Fund Corporation

ATTEST:

David A. Rose, Executive Director



RESOLUTION OF THE BOARD OF TRUSTEES
ALASKA PERMANENT FUND CORPORATION
PERTAINING TO THE DESIGNATION OF A CONTINUING
RESERVE OF UNDISTRIBUTED INCOME FOR THE PURPOSE
OF FUTURE INFLATION IMPACT AND DIVIDEND PAYMENTS

RESOLUTION 84-12

WHEREAS, section 37.13.145 of the Alaska Statutes
provides that net income of the Alaska Permanent Fund Corporation
not required to offset the 1impact of inflation on principal during
the previous fiscal year, and not appropriated for the payment of
dividends during the current fiscal year, shall be held in an
undistributed income account by the Alaska Permanent Fund

Corporation; and

WHEREAS, the Legislature of the State of Alaska has
defined the purpose of the undistributed income account as a
reserve to insure a stable source of income from which the real
earning power of the Fund can be sustained, and from which
dividend payments and other distributions appropriated by the

Legislature can be made? and

WHEREAS, dividend payments are the only distributions of

net income currently defined by the Alaska Statutes; and



WHEREAS, the Board of Trustees is granted full authority
to manage the assets of the Alaska Permanent Fund Corporation,
including the undistributed income account, by the provisions of

section 37.13.040 of the Alaska Statutes; and

WHEREAS, the Board of Trustees have a fiduciary
responsibility to provide for the future impact of inflation and
for future distributions of net income by designating reserves of

undistributed income; and

WHEREAS, regardless of accounting treatment, said
account is subject to legislative appropriation pursuant to

section 37.13.145 of the Alaska Statutes;

WHEREAS, the Board of Trustees believes that it is sound
public policy and incumbent upon them as fiduciaries to designate

such reserves;

NOW THEREFORE BE IT RESOLVED, that the balance of the
undistributed income account shall be designated as a reserve to
offset the future impact of inflation on the principal of the

Permanent Fund and for the future payment of dividends.
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PASSED AND APPROVED bv the Board of Trustees of the

Alaska Permanent Fund Corporation, this 21st day of September,

1984.

A.G. Espe, Chairman

Board of Trustees”

Alaska Permanent Fund Corporation
ATTEST:

David A. Rose, Executive Director
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RESOLUTION OF THE BOARD OF TRUSTEES
OF THE ALASKA PERMANENT FUND CORPORATION
DEFINING THE TERMS "PRINCIPAL BALANCE"™ AS UTILIZED BOTH
IN THE COMPUTATION FOR INFLATION PROOFING AND FOR
COMPUTATION OF EARNED INCOME OF THE UNDISTRIBUTED
INCOME /ACCOUNT

RESOLUTION 83-8

WHEREAS, an end-of-year calculation must be made to
determine the amount of money to be retained for inflation

proofing; and

WHEREAS, another end-of-year calculation must be made
to determine the amount of money represented bv income earned

on the Undistributed Income Account which will be placed in a

restricted sub-account; and

WHEREAS, both calculations must be based on a sin-
gle-point-in-time valuation of the corpus of each account

identified as a "principal balance"; and

WHEREAS, the Trustees desire to establish the defini —

tion of each "principal balance” for the above stated calcu-—

lations ;

Page 1
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NOW THEREFORE BE IT RESOLVED that the Trustees direct
the Executive Director to utilize the following definition of

"principal balance™ for the purpose of inflation proofing

calculations:

THE PRINCIPAL BALANCE OF THE PERMANENT FUND
That balance of the Fund at the end of each
fiscal year that is to be protected from the

ravages of future inflation. This sum 1is
comprised of all:

1. Constitutional and statutory contri —
butions to the Fund since its inception;

2. Special appropriations paid to the Fund
since its inception;

3. All prior "inflation proofing"” funds
retained.

AND BE IT FURTHER RESOLVED that the Trustees direct
the Executive Director to utilize the following definition of
"principal balance”™ for the purpose of computing income earned

[
on the Undistributed Income Account so that the appropriate
amount of funds can be removed from the income of commingled

investments, segregated for reporting purposes and placed into

the Undistributed Income Account:

THE PRINCIPAL BALANCE OF THE UNDISTRIBUTED INCOME ACCOUNT

That balance of the Undistributed Income Account
which has been 1invested, along with Permanent Fund
revenues on a commingled basis, during the entire
fiscal year just ended. This is the sum reported

Page 2
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in the prior-year audited financial statements of

the Alaska Permanent Fund Corporation for the
Undistributed Income Account. This balance will
include, as of the end of the prior year, all accrued
interest payable regardless of when paid and all
transfers due from the Permanent Fund regardless of
when transfer has actually taken place.

PASSED AND APPROVED by the Board of Trustees of the

Alaska Permanent Fund Corporation, this 22nd day of July, 1983.

ATTEST:

Rose, Executive Director

Page 3
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‘" M EM O R A N D U M State of A laska

David Rose,Executive Director date. September 23, 1983
Alaska Fermanent Fund Corporation

FILE MO: 366-104-34
TELEPHONE NO: 465-3600

FROM: Norman C.Gorsuch subject. Resolutiondefining
Attorney General principal balance

By: Laufn LTUavis
Assistant Attorney General
Governmental Affairs-Juneau

At your request, | have reviewed resolution no. 83-8 of
the board of trustees of the Alaska Permanent Fund Corporation,
which addresses the method of determining annually (1) the amount
of income to be reinvested to offset the effect of inflation and
(2) the amount of income to be credited to the undistributed in—
come account. I believe the resolution is a reasonable interpre—
tation of AS 37.13.145. However, | see a few potential questions
or problems which could be avoided by changes to this resolution.
In addition, || recommend that you adopt it in the form of a regu—
lation as authorized by AS 37.13.205.

First, AS 37.13.145 provides for the reinvestment as
principal of "an amount sufficient to offset the effect of infla-—
tion on principal of the Alaska permanent fund during that year,
as measured by a nationally recognized 1index." The resolution
provides that this amount shall be determined with reference to
the principal balance at the end of each year (i.e., 1including
all deposits to principal made during the year). The resolution
does not specify the "nationally recognized index"™ to be used.

The permanent fund will continue to receive regular
monthly deposits to principal as provided by both constitution
and statute as long as the state receives revenue from mineral
lease rentals, royalties, and royalty sale proceeds, and federal
mineral revenue sharing payments. Alaska Const, art IX, & 15; AS
37.13.010. As long as the principal is growing, it may overcom-
pensate somewhat for the effect of inflation on the principal
during the year to use the year end principal balance as a refer—
ent. A more precise figure could be obtained by using an aver—
age monthly principal balance or using a sum of monthy computa—
tions. _1I/ However, the statute does not establish a precise stan-

1/ For example, you could provide that the "amount sufficient to
offset the effect” of inflation on principal” means the sum of the
amounts which are calculated for that purpose at the end of each
month during a fiscal year, and based on the principal balance at

OJCQIAIPt, 10.791



David Rose. Executive Director September 23, 1933
Alaska Permanent Fund Corporation Page ‘?/2
366-104-84

dard, but simply requires reinvestment of an amount "sufficient
to offset the effect of inflation."”

The concept of inflation itself is a composite of econ—
omic circumstances rather than a unitary force or event capable
of precise measurement. The board 1is not required to select a
method which will minimize the amount of income to be reinvest-
ec. 2/ The resolution adopts a simple and convenient method of
calculation which will use the regular accounting prac” “ce.- of
the corporation and will result in the reinvestment of an amount
sufficient to offset the effect of inflation on the principal of
the fund.

If this resolution were challenged in a legal action,
the court would use one of two standards of judicial review. If
it determined that the board®"s interpretation of AS 37.13.145
either involved the formulation of fundamental policy or required
particular administrative expertise, it would inquire only wheth—
er the resolution has a rational or reasonable basis. Kelly v.
Zamarello, 486 P.2d 906 (Alaska 1971). Otherwise, the court
would exercise its independent judgment to determine whether the
board®"s interpretation of AS 37.13.145 1is correct. Union 0il Co.
v. Dept of Revenue, 560 P.2d 21, 23 (Alaska 1977); State v. Aleut
Corp., 541 P.2d 730, 736 (Alaska 1975). Under the rormer stan-—

dard, we expect the resolution would be sustained. Under the
latter standard, the resultis less predictable. 3/
1/ Cont....

the end of each month in accordance with the definition of prin-—
cipal balance as stated in the resolution.

2/ Had the legislature intended to limit the trustees”™ discre—
tion or co minimize the amount to be reinvested, it could easily
h.ave provided for reinvestment of an amount "no more than that
sufficient to offset inflation."” There is no indication that the
legislature intended this result. The pertinent part of AS 37.-
13.145 was added to SB 684 by amendment on the floor of the Sen-—
ate on May 6, 1982 without debate. 1982 S. Jour, at 11TS8. (Tape

recording of Senate proceedings on May 6, 1982, Alaska State Film
Library.)

3/ The Alaska Supreme Court has found that decisions regarding
the allocation of scarce fishery resources and procedures for
disposal of state land do not involve fundamental policy formula—
tion or require particular administrative expertise. CFEC .
Templeton, 598 P.2d 77 (Alaska 1977); State v. Aleut Corp., 54i
P.2d at 736. We expect that the court would find no fundamental



David Rose, Executive Director September 23, 1982
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As a practical matter, regardless of which test ap-—
plies, the result may depend on the magnitude of the actual fi—
nancial consequences. 4/ If the difference between the amount to
be reinvested pursuant to this resolution and the amount esti—
mated using an average monthly balance or a sum of monthly calcu—
lations were insignificant, the resolution would undoubtedly be
sustained. On the other hand, if the difference were so large as
to substantially interfere with the use of the fund 1income for
other purposes, the resolution would probably be found to be in-—
consistent with AS 37.13.145. We cannot say that the present es—
timated difference of $34 million in the context of total net in-—

come of $471 million 1is insignificant. However, the total amount
to be reinvested pursuant to the resolution 1is still less than
one-half of the net income of the fund. This amount should be

sufficient to offset the effect of inflation on principal without
interfering with the permanent fund dividend program under AS

43.23 or other uses of the income chosen by the legislature. If
the monthly principal deposits to the fund are relatively uniform
or declining, this situation would remain. However, 1if the depo—

sits to principal increase toward the end of a fiscal year, the
difference between the amount reinvested pursuant to the resolu—
tion and the amount otherwise estimated as suggested above could
become more significant. We believe that the resolution reason—
ably interprets this aspect of the statute under present circum—
stances but that the likelihood of avoiding or surviving a poten—
tial legal challenge could be enhanced by using a monthly average
or series of monthly figures for the principal balance.

Second, AS 37.13.145 provides that- the balance of net
income after the reinvestment to offset inflation is deposited in
an undistributed 1income account. Income generated by that ac-—
count accrues to that account. AS 37.13.145. The resolution
defines "principal balance of the undistributed 1income account”
to mean the amount credited to the account in the prior year"s
financial statement, including "all accrued interest payable re-

3/ Cont....

policy issue involved or particular expertise needed to determine
the amount needed to offset the effect of inflationandwould use
its independent judgment to interpret the statute.

4/ We wunderstand that the amount tobe reinvested for fiscal

Near 1983 in accordance with this resolution is approximately
$231 million, and that the amount estimated using an avkraee
monthly principal balance 1is $34 million less. The total net

income of the corporation for fiscal year 1983 1is approximatelv
$471 million. “e "
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gardless of when paid and all transfers due from the Permanent
Fund regardless of when transfer has actually taken place.”” This
apparently means that income due the undistributed income account
is measured using the prior year end balance of that account as a
referent and using the accrual method of accounting, which is
adopted by implication as part of "generally accepted accounting
principles”™ under AS 37.13.140. While this appears to be a rea-—
sonable interpretation of AS 37.13.145, we see seme potential for
confusion in the wording of the resolution.

The resolution uses the term "principal balance cf the
undistributed income account." "Principal"” 1is used in the appli—
cable constitutional and statutory provisions only to refer to
the principal of the fund, which 1is constitutionally dedicated
for permanent prudent investment, and may riot be appropriated or
used for any other purpose. Alaska Const art. 1IX, & 15; AS 37.-

13.020, 37.13.145. It would be preferable to avoid using the
term "principal balance™ 1in connection with the wundistributed
income account. In addtion, the resolution refers to transfers
due "from the Permanent Fund.™ This 1is somewhat confusing since
AS 37.13.145 refers to the undistributed income account as being
"in the Alaska permanent fund."” As we understand it, the undis—

tributed income account consists of all that money generated as
income by the fund which 1is neither reinvested pursuant to AS
37.13.145, nor appropriated or dedicated (to the extent that a
dedication 1is constitutionally permitted under article 1IX, sec-—
tion 7). This money is available for appropriation, or for rein—
vestment pursuant to AS 37.13.145 in a year when the current in-—
come earned on principal of the fund 1is insufficient to offset
the effect of inflation in that year.

These sources cf confusion could be avoided by revising
the resolution so that it defines or implements only the precise

terms used in AS 37.13.145. In addition, we suggest that the
board consider promulgating a regulation under AS 37.13.205 to
give this resolution the force and effect of law. This would

ensure that interested persons have the opportunity to comment on
the board"s interpretation of AS 37.13.145, and may increase the
deference or weight given to the board"s interpretation if it is
challenged. Please let us know if you would Ilike any further
assistance 1in this matter.

LLD/pjg

cc: Members of the board of trustees
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Legislative; Budget & Audit Committee

ALASKA
PtSrriANENT FU?4D CORPORATION
DATE: January 17, 1984

T0: Dave Rose, Executive Director
Alaska Permanent Fund Corporation

FROM: Rep. Robert Bettisworth, Chairman
Legislative Budget & Audit Committee

SUBJECT: Resolution 83-8

Please be advised that at the January 12, 1984 meeting of the Legislative
Budget and Audit Committee, the Committ passed a resolution sustaining

resolution 83-8 of the Board of Trustees of the Alaska Permanent Fund

Corporation.

A copy of said resolution is enclosed.

1
Rep. Robert Bettisworth, Chairman
Legislative Budget & Audit Committee

encl.



/.Er.riUTion

OF THE LEGISLATIVE BUDGET AND AUDIT CONN.ITTEE

WHEREAS Che Board of Trustees of che Alaska permanent
fund has found it necessary to define the term "princioal
balance” as used in the statutory computation of "inflation-
proofing” and the computation of earned income on the un—
distributed income account of the permanent fund; and

WHEREAS the Board of Trustees has elected to use a bal—
ance fined at a single point in time rather than an averaged
balance to define the term "principal balance"™; and

WHEREAS, on July 22, 1983, the Board of Trustees adopt—
ed Resolution 83-8, approving the single balance method for
computing "principal balance” for purposes of implementing
the provisions of the Alaska Statutes with regard to the
Alaska permanent fund; and

WHEREAS the Executive Director of the Alaska Permanent
Fund Corporation requestedan opinion from the Attorney Gen—
eral on Resolution 83-8; and

WHEREAS, on September 23, 1983, the requested opinion
indicated that Resolution 83-8 1is a reason.ole interpreta—
tion of the Alaska Statutes; and

WHEREAS the Executive Director of the Alaska Permanent

Fund Corporation has requested thatthis committee sustain

I3WweVn\Y\<h*\V |-\Z



RESOLUTION OF THE BOARD OF TRUSTEES
OF THE ALASKA PERMANENT FUND CORPORATION
PERTAINING TO DETERMINATION OF A NATIONALLY RECOGNIZED INDEX
FOR THE RETENTION OF CERTAIN EARNINGS ("INFLATION PROOFING™)

RESOLUTION 83-7

WHEREAS, Alaska Statute 37.13.145 provides:

"At the end of each fiscal year, an amount sufficient
to offset the effect of inflation on principal of the
Alaska permanent fund during that year, as measured by a
nationally recognized index, shall be transferred from net
income as defined in AS 37.13.140, excluding income on the
undistributed income account in the Alaska permanent fund,
to the principal of the Alaska permanent fund for rein—
vestment."; and

WHEREAS, the Trustees hare reviewed the philosophy
and composition of the United States Consumer Price Index
calendar year average for all urban consumers and the Gross
National Product ImplicitiPrice Deflator as set forth in a
Memorandum of the Executive Director on the subject dated July

22, 1983; and

WHEREAS, the Trustees desire to adopt an index which
(i) accurately measures the impact of inflation on the Alaska
Permanent Fund, and (ii) 1is generally recognized as a

representative measure of inflation throughout the nation;

Page 1
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NOW THEREFORE BE IT RESOLVED that the Trustees adopt
the United States Consumer Price Index calendar year average
for all urban consumers as the index to calculate the impact of

inflation as required by AS 37.13.145;

AND BE IT FURTHER RESOLVED that the Trustees direct
the Executive Director to utilize the percentage change 1in that
index for the preceding calendar year just ended as the basis

for calculation on June 30 of each year.

PASSED AND APPROVED by the Board of Trustees of the

Alaska Permanent Fund Corporation, this 22nd day of July, 1983.

Alaska Permanent Fund Corporation

ATTEST:

David A. Rose, Executive Director

Page 2
Resolution 83-7



Alaska Permanent Fund Corporation
Pouch 4-1000 Juneau, Alaska 99802
TEL 907/465-2047 TLX 099-46-323

MEMORANDUM
DATE: July 22, 1983
TO: Trustees
FROM: David A. Rose, Executive Director
SUBJECT: Inflation Proofing Index

It is recommended that the Consumer Price Index (CPl) calendar year
average for all urban consumers be selected as the inflation proofing
index of the Alaska Permanent Fund Corporation. The background to this
recommendation and a review of the two major indices are outlined below.
A schedule of annual inflation rates for the past ten years is also
attached.

BACKGROUND

AS 37.13.145 directs the Trustees to select a nationally recognized
index for inflation proofing, but does not specify which. The choice is
at the discretion of the Trustees as long as the index (i) accurately
measures the impact of inflation, and (ii) is generally recognized as a
representative measure of inflation throughout the nation.

The most frequently cited measures of national inflation are the CPI
(which we recommend) and the Gross National Product Implicit Price
Deflator (GNP Deflator). Each of them weights the prices of goods and
services according to predetermined criteria and are known as represen—
tative measures of inflation, but they are very dissimilar in character
and in the results which they produce.

CONSUMER PRICE INDEX
The CPI measures changes in price of certain economic goods and services

using base year consumption patterns. The most widely used version of
the CPI reflects the consumption patterns of all urban consumers.

Advantages
“flost accurate measure of changes in price.

“Most widely recognized nensure of inflation.

ITEM VIII-E
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“Covers the price of everything people buy for living.

“Includes imports (e.g. petroleum) which have a significant

on consumption patterns.

Disadvantages

“Aousing is treated as a commodity subject to annual consumption.

“1gnores changes in consumption patterns.

“Euxury items are overweighted and necessities are underweighted.

“Limited to specific population groups.

“Boes not distinguish price change from price movement due to

change in quality.

“Boes not measure trends in national output.

“Averages the consumption patterns of many population

“More volatile than the GNP Deflator.
GNP DEFLATOR
The GNP Deflator is a weighted average of each item in the
output uj;ing current period consumption patterns. Changes
Deflator reflect both changes in composition of output and
prices.

Advantages

“flost comprehensive measure of trends in the national

groups.

national
in the GNP
changes in

economy.

“Change in the level of GNP closely reflects change in the level

economic activity.
“Less volatile than CPI.
Disadvantages
“Not recognized by the general public.
“Tends to underestimate changes in price.
“Mixes changes 1in composition with changes in price.

“Does not measure true domestic consumption; excludes

imports.

impact

of



AVERAGE ANNUAL
INFLATION INDEXES: RATES OF INCREASE

1972 - 1982
Year GNP Deflator CP1
1972 4.1 3.3
1973 5.8 6.2
1974 9.7 11.0
1975 9.6 9.1
1976 5.2 5.8
1977 6.0 6.5
1978 7.3 7.7
1979 8.8 11.3
1980 8.0 13.5
1981 9.4 10.4

1982 6.0 6.1



P e rm a nent F und C o 0 ra tio n

ro
JL
A Public Trust Investing For Alaska's Future

Alaska Permanent Fund
Realized Rates of Return

1984 - 1977
(Percent)

Year Nominal Inflation Real
1984 10.89 3.22 7.67
1983 12.76 6.10 6.66
1982 15.10 10.37 4.73
1981 16.00 13.52 2.48
1980 11.29 11.26 .03
1979 8.24 7.66 .58
1978 7.53 6.45 1.08
1977* 5.54 5.77 ( -23)
*Four months ended 50

The inflation rate used consistently by the Trustees is the published U. S. Consumer
Price Index previous calendar year average for all urban consumers.

13

1984 Annual Report

and Financial Statem ents



RESOLUTION OF THE BOARD OF TRUSTEES
OF THE ALASKA PERMANENT FUND CORPORATION
REPEALING RESOLUTION 83-9 DEFINING "NET INCOME"
AND ADOPTINC A REPLACEMENT DEFINITION

RESOLUTION 83-11

WHEREAS, the Trustees adopted Resolution 83-9 on
July 22, 1983 defining "net income"” for purposes of 1income

averaging; and

WHEREAS, the resolution was further reviewed at a
meeting on August 29, 1983 attended by representatives of
the Department of Law, Department of Revenue, Permanent Fund
Staff, and accountants Price Waterhouse (Memorandum of

September 6, 1983 1is attached hereto); and

WHEREAS, aforementioned representatives now
believe that Resolution 83-9 improperly interprets AS

37.13.140 and AS 37.13.145 taken in full context; and

WHEREAS, generally accepted accounting principles
would, more properly, treat the undistributed income account

as corporate retained earnings available for distribution;

»U tag
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NOW THEREFORE, BE IT RESOLVED that the Trustees
repeal their approval of Resolution 83-9 dated July 22,

1983; and

BE IT FURTHER RESOLVED that the Trustees de —
termine that earnings on undistributed income arc earnings

of the Corporation; and

BE IT FURTHER RESOLVED that the Trustees direct
the Executive Director to account for "net income™ and
utilize same for the calculation of "net income available
for distribution™ in such a manner as to include both
earnings on the corpus of the Fund and earnings on the

undistributed income account.

PASSED AND APPROVED by the Board of Trustees of
the Alaska Permanent® Fund Corporation, this 27th day of

September, 1983.

Steve Cowper, Chairman
Board of Trustees
Alaska Permanent Fund Corporation

ATTEST:

David A. Rose, Executive Director
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RESOLUTION OF THE BOARD OF TRUSTEES
OF THE ALASKA PERMANENT FUND CORPORATION
DEFINING "NET INCOME"™ FOR PURPOSES OF INCOME AVERAGING

RESOLUTION 83-9

WHEREAS, AS 37.13.140 specifies 1in part:

"Sec. 37.13.140. Income. Net income of the
corporation must be computed annually as of
the last day of the fiscal year in accordance
with generally accepted accounting principles,
excluding any unrealized gains or losses.
Income available for distribution equals the
average net income of the corporation for the
last five fiscal years, including the fiscal

year just ended, ..."; and

WHEREAS, the Statute does not specifically include or
exclude earnings on the Undistributed Income Account from the

term "net 1income"; and

WHEREAS, the Trustees wish to clarify the terminology
as it has a bearing on calculations of income available for

distribution; and

WHEREAS, earnings on the Undistributed Income Account
are calculated separately and are restricted in that they cannot

be utilized for inflation proofing; and

Page 1
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WHEREAS, these earnings are 1in investment and custody

status with the Corporation and not subject to its use;

NOV? THEREFORE, BE 1T RESOLVED that the Trustees deter —
mine that the term "net 1income”™ as used in AS 37.13.140 pertains
to the net income earned from the investment of those funds
belonging to the Alaska Permanent Fund v/hich it considers 1its

corpus and over which it has total ownership, control and use;

and

BE IT FURTHER RESOLVED that the Trustees determine
that the net income of other funds such as the Undistributed
Income Account which are invested on a commingled basis, shall
be separately computed and applied to its respective parent

account or fund as appropriate; and

BE IT FURTHER RESOLVED that the Trustees direct the
Executive Director to account for "net income” and utilize same
in computations required by AS 37.13.140 1in such a manner as to
exclude earnings on the Undistributed Income Account from "net
income” and thus also exclude these earnings from computations

involving "income available for distribution.”

PASSED AND APPROVED by the Board of Trustees of the

Alaska Permanent Fund Corporation, this 22nd day of July, 1983.
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Chairman, Board of”"Trustees
Alaska Permanent Fund Corporation

ATTEST:

David A. Rose, Executive Director
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