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Dear Governor Harnrnond: 

It is with great pleasure that the Alaska Permanent 

Fund Corporation presents to you and to the Alaskan public 

the 1980 Annual Report of the Alaska Permanent Fund in 

accordance with AS 37.13.170. 

This is the first report by the Corporation under the 

terms of permanent legislation enacted earlier this year. 

Prior to the establishment of the Corporation by that legis- 

lation, the Department of Revenue managed the Alaska 

Permanent Fund pursuant to interim authority conferred in 

1977 by AS 37.10.065. During most of Fiscal Year 1980 the 

Alaska Permanent Fund was managed under that interim authority. 

Very truly yourfl 

Elmer E. Rasmuson 
Chairman of the Board 
of Trustees 
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Dear Mr. President: 

It is with great pleasure that the Alaska Permanent 

Fund Corporation presents to you and to the Alaskan public 

the 1980 Annual Report of the Alaska Permanent Fund in 

accordance with AS 37.13.170. 

This is the first report by the Corporation under the 

terms of permanent legislation enacted earlier this year. 

Prior to the establishment of the Corporation by that legis- 

lation, the Department of Revenue managed the Alaska 

Permanent Fund pursuant to interim authority conferred in 

1977 by AS 37.10.065. During most of Fiscal Year 1980 the 

Alaska Permanent Fund was managed under that interim authority. 

Very truly 

 her E. Rasmuson 
Chairman of the Board 
of Trustees 
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Dear Mr. Speaker: 

It is with great pleasure that the Alaska Permanent 

Fund Corporation presents to you and to the Alaskan public 

the 1980 Annual Report of the Alaska Permanent Fund in 

accordance with AS 37.13.170. 

This is the first report by the Corporation under the 

terms of permanent legislation enacted earlier this year. 

Prior to the establishment of the Corporation by that legis- 

lation, the Department of Revenue managed the Alaska 

Permanent Fund pursuant to interim authority conferred in 

1977 by AS 37.10.065. During most of ~iscal Year 1980 the 

Alaska Permanent Fund was managed under that interim authority. 

Very truly yo)nfs, 

Elmer E. Rasmuson 
Chairman of the Board 
of Trustees 
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Ear ly  Histow/Voter  Approval 

The permanent fund idea i n  Alaska gained populx- i ty  only a f t e r  t h e  $900 
mi l l ion  North S l o p  l e a s e  s a l e  i n  1969. Following t h i s  s a l e ,  t h e  Rrmkings  
I n s t i t u t e  conducted a series of seminars concerninq "The Future of  Alaska." 
More than 100 Alaskans were inv i t ed  t o  a t t end ,  t o  exp low some of t h e  major 
emerging po l i cy  i s s u e s  and t o  set f o r t h  a p lan  fo r  Alaska 's  fu tu re .  The 
p a r t i c i p a n t s  a q ~ e e d  t h a t  t h e  "Alaska way of l i f e "  should be preserved. They 
defined t h i s  l i f e - s t y l e  as one which combines t h e  conveniences of 
technological  innovation with t h e  opportunity and v a l ~ l e s  of l i v i n g  a s  c l o s e  
t o  na ture  as poss ib le .  

Af ter  the  Brookings seminars, seve ra l  b i l l s  were introduced i n  t h e  1970 
l e g i s l a t i v e  sess ion  t o  e s t a b l i s h  some s o r t  of "permnent  fund1' with t h e  $900 
mi l l ion .  However, o t h e r  more immediate uses f o r  t h e  money were judged t o  be 
rnore important,  and no permanent fund was es tab l i shed .  

A b i l l ,  which would have crea ted  a permanent fund by s t a t u t e ,  passed t h e  
l e g i s l a t u r e  i n  1975. However, because t h e  b i l l  would have v io la ted  t h e  ban 
i n  t h e  S t a t e  Cons t i tu t ion  a g a i n s t  dedicated funds, the  governor vetoed it. 
The 1976 l e g i s l a t u r e  passed House J o i n t  Resolution 39, c a l l i n g  f o r  a 
c o n s t i t u t i o n a l  amendment t o  e s t a b l i s h  t h e  Alaska Permanent Fund. The v o t e r s  
approved t h a t  amendment i n  November 1976 by a margin of near ly  nine t o  one. 

The amendment l i f t e d  t h e  p roh ib i t ion  aga ins t  s p e c i a l  dedicated funds t o  
allow a minimum of 25 percent  of a l l  mineral l ease  r e n t a l s ,  r o y a l t i e s ,  
royal ty  s a l e  proceeds, f e d e r a l  mineral revenue-shar ing payments, and bonuses 
t o  accumulate i n  a special fund separa te  from t h e  General Fund. The onlv  
r e s t r i c t i o n  on t h e  use  of t h e  p r i n c i p a l  of t h e  fund is t h a t  it must be f o r  
"income-prducinq i.nvestmentsfl a d ,  the re fo re ,  not  f o r  t h e  genera l  o w r a t i n g  
c o s t s  of government. The income from these  investments is t o  be deposi ted 
i n  t h e  S t a t e ' s  General Fund unless  otherwise provided f o r  by law. 

In ter im Management 

In ter im management of t h e  Fund, u n t i l  a more permanent s t r u c t u r e  could be 
determined, was placed with t h e  Commissioner of Revenue by t h e  l e g i s l a t u r e  
by enactment of AS 37.10.065 i n  t h e  1977 l e g i s l a t i v e  session.  

The Comiss ioner  of Revenue, through t h e  Department of Revenue, Treasury 
Division,  conducted Fund management from ,Marslh- 19,77.,until t h e  enactment of 
recent  l e g i s l a t i o n  which es tabl i shed t h e  Alaska Permanent Fund Corporation. 



Alaska Permanent Fund Corporat ion 

During t h e  1980 l e g i s l a t i v e  s e s s i o n  Senate  B i l l  161  was enacted (Ch. 18,  SLA 
1980) which provided f o r  a permanent management s t r u c t u r e  f o r  t h e  Fund, The 
Alaska Permanent Fund Corporat ion was e s t a b l i s h e d ,  The co rpo ra t ion  is 
managed by a Board of Trus tees ,  The purpose of t h e  Board is t o  manage and 
i g v e s t  t h e  assets o f  t h e  co rpo ra t ion  ( t h e  Fund) i n  accordance wi th  
p rov i s ions  allowed by l a w ,  

Corpora t ion ' s  Organiza t ion  Meeting 

On September 12 ,  1980 t h e  Board of T rus t ees  he ld  its f i r s t  meeting, A t  t h a t  
meeting t h e  Board e l e c t e d  o f f i c e r s ,  reviewed accounting procedures ,  
f i n a n c i a l  s ta tements ,  p a s t  investment s t r a t e g y ,  adopted a budget and by-laws 
and resolved t o  n o t i c e  d r a f t  r e g u l a t i o n s  necessary  f o r  t h e  concluct of  
co rpo ra t ion  bus iness ,  

The Board has  r e t a i n e d ,  f o r  t h e  t ime being,  t h e  Department of  Revenue as i ts 
agent  u n t i l  it has  a chance t o  d e a l  more f u l l y  w i th  t h e  Corpora t ion ' s  f u t u r e  
s t r u c t u r e .  The Board of  T rus t ees ,  i n  any case, remains i n  f u l l  c o n t r o l  o f  . I 

co rpora t ion  a c t i v i t i e s .  

Future  meetings were scheduled as fol lows:  . 
November 21, 1980 - Juneau - D r a f t  r e g u l a t i o n s  t o  @ reviewed 
March 20, 1981 - Own 

,' 

June 19,  1981 - Open \ 

September 11, 1981 - Open 

Notice of  t h e  p l a c e  of  each meeting and major agenda t o p i c s  w i l l  be 
publ ished a t  least 30 days  p r i o r  t o  t h e  meeting da te .  - 



Source Of Fund Contributions 

The 1976 c o n s t i t u t i o n a l  amendment passed by t h e  v o t e r s  provided, i n  p a r t ,  
t h a t  a t  l e a s t  twenty-five percent  of a l l  mineral l ease  r e n t a l s ,  . r o y a l t i e s ,  
roya l ty  s a l e  proceeds, f e d e r a l  mineral  revenue shar ing  payments and bonuses, 
received by t h e  S t a t e  k placed i n  t h e  Permanent Fund. The only r e s t r i c t i o n  
on t h e  use of the  p r i n c i p a l  of t h e  fund is t h a t  it must be f o r  
"income-producing investments" and not  f o r  t h e  genera l  opera t ing  c o s t s  of 
government. 

Leg i s l a t ion  passed i n  A p r i l  1980 modified t h e  con t r ibu t ion  r a t e  t o  t h e  
Permanent Fund from 25% t o  50% of a l l  n i n e r a l  lease r e n t a l s ,  r o y a l t i e s ,  
roya l ty  sale proceeds, n e t  p r o f i t  shares ,  f e d e r a l  mineral revenue shar ing  
payments and bonuses received by t h e  S t a t e  from mineral  leases issued a f t e r  
December 1979 o r ,  i n  t h e  case of bonuses, a f t e r  February 15, 1980. 

This  has t h e  e f f e c t  of  r e t a in ing  proceeds from Prudhoe Bay and t h e  Seaufor t  
Sea lease sale bonuses a t  t h e  lower 25% rate, but  increasing f u t u r e  revenues 
t r ans f  e r a b l e  t o  t h e  Fund from Beaufort Sea production and any . ' future lease 
sale bonuses t o  t h e  higher 50% ra te .  

A s p e c i a l  appropr ia t ion  of $900 mi l l ion  i n  add i t ion  t o  regular  con t r ibu t ions  
was made i n  May 1980 t o  be placed i n  t h e  Fund dur ing F i s c a l  Year 1981. 

Fund Balances - Incept ion  To June 1979 

The Fund's balances a t  t h e  end of each quar t e r  from incept ion  t o  June 1979 
were as follows: 

~ u a r  t e r  Ended Amount 

March 1977 
June 1977 
September 19 77 
December 19 77 
March 1978 
June 1978 
September 1978 
December 1978 
March 1979 
June 1979 



Investment S t r a t e s i e s  

The i n i t i a l  investment s t r a t e g y  i n  1977 was t o  purchase a mix of s h o r t ,  
intermediate,  and long term s e c u r i t i e s .  By 1978 increasing concern about 
the  i n f l a t i o n  outlook caused management t o  g e t  --- ---- o u t  of t h e  long term bond 
market and ins tead  purchase s e c u r i t i e s  with m a t u r i t i e s  of four yea r s  o r  less. 

Allowable investments during t h i s  t i m e  period included: 

1. U.S. T r e a s u r y B i l l s , N o t e s  and Bonds. 

2. U.S. Federa l  agency obl iga t ions .  

3. C e r t i f i c a t e s  of Deposit issued by U.S. domestic banks which a r e  
members of t h e  FDIC and a r e  secured as t o  payment of p r i n c i p a l  and 
i n t e r e s t .  

4. Corporate investment-grade s e c u r i t i e s .  

5. Banker's Acceptances drawn on and accepted by U .S. banks who have 
c a p i t a l  i n  excess of $100 mi l l ion .  

6. Repurchase Agreements ( s e c u r i t i e s  so ld  under agreements t o  
repurchase a t  some f u t u r e  d a t e ) ;  r e l a t e d  t o  items 1-5 above. 

7. Deposits of f e d e r a l l y  insured savings and loan assoc ia t ions  not  t o  
exceed 10 percent  of an i n s t i t u t i o n s  depos i t s  excluding f e d e r a l ,  
state and municipal deposi t s .  

8. Debt C e r t i f i c a t e s  of f e d e r a l l y  insured c r e d i t  unions not  t o  exceed 
10 percent  of each c r e d i t  union 's  shares.  

Performance 

The rea l i zed  rate of  r e tu rn  on t h e  Fund's p r i n c i p a l  (based on accrued 
into*) and cash earnings  t r ans fe r red  from t h e  Permanent Fund t o  t h e  S t a t e ' s  
General Fund are a s  follows: 

Time Period 
Realized 

Rate of Return 
Cash Earnings 

Transferred 

March- June 19 77 

F i s c a l  Year 1978 

F i s c a l  Year 1979 



Audits 

The Fund has been audited by independent certified public accountants, 
Deloitte-Haskins & Sells for 1977 and 1978. The Division of Legislative 
Audit conducted the-audit for 1979. 

'* -_ _____ _ , - . -- ..-__. - --.̂  - 
The auditor's expressed an unqualified "clean" opinion in each year as to 
the funds Statements of Net Assets, Investment Income and Changes in Net 
Assets, 



FUND PERFORMAKE DURING 1980 

Fund Balances Durinq The Year 

The Fund's  balances a t  t h e  end of each month f o r  F i s c a l  Year 1980 i n  terms 
of n e t  assets were as  follows: 

Month Ended Amount 

J u l y  1979 
August 1979 
September 1979 
October 19 79 
November 1979 
December 1979 
January 1980 
February 1980 
March 1980 
A p r i l  1980 
May 1980 
June 1980 

T o t a l  market s e c u r i t i e s  of t h e  Fund a t  June 30, 1980 had a c o s t  va lue  of 
$493,427,071 and a market va lue  of  $4,93,444,000. The d i f f e r e n c e  between t h e  
value of marketable s e c u r i t i e s  and t h e  n e t  ba lance  shown above is due t o  
income y e t  t o  be p a i d  over t o  t h e  General Fund f o r  F i s c a l  Year 1980 which is 
included i n  t h e  marketable s e c u r i t i e s  f igu re .  

Investment S t r a t e w  

Fund rrranagers du r ing  1980 became inc reas ing ly  "defensive" as s h o r t  term 
i n t e r e s t  r a t e s  rose  s u b s t a n t i a l l y  i n  r eac t ion  t o  in£  l a t i o n a r y  p r e s s u r e s  and 
increased money supply. New investments were placed i n  s e c u r i t i e s  t h a t  
matured i n  under one year .  Toward t h e  end of  t h e  f i s c a l  year  some 
s e c u r i t i e s  i n  t h e  two yea r  range were purchased. 

Performance - Numbers 

?he r ea l i zed  rates o f  r e t u r n ,  investment income ( inc luding  amounts earned 
bu t  no t  received by year  end) and cash earn ings  t r a n s f e r r e d  from t h e  
Permanent Fund t o  t h e  General Fund f o r  each year  s i n c e  incep t ion  are a s  
fol lows : 



Rate of Return 

Investment Income 

Cash Transferred 

1977 
(4 months) 1978 1979 1980 

I t  should be noted t h a t  as t h e  fund experiences continued growth t h e  cash  
t r a n s f e r s  w i l l  necessa r i ly  l a g  behind t o t a l  investment income as t r a n s f e r s  
are only made when t h e  cash has a c t u a l l y  been received. 

Performance vs. Goals 

The members of t h e  Corporation were appointed during June 1980. The 
recen t ly  enacted l e g i s l a t i o n  requ i res  t h a t  the  Corporation'  s performance be 
compared t o  t h e  intended goa l s  contained i n  AS 37.13.020. Obviously, due t o  
t h e  Corpora t ion ' s  s h o r t  exis tence ,  it has been unable t o  address these  g o a l s  
i n  d e t a i l .  Nevertheless,  past performance w i l l  be evaluated. 

1. The corpora t ion  should provide a means of conserving a por t ion  of 
the  state 's revenues from mineral  resources t o  b e n e f i t  a l l  
genera t ions  of Alaskans. 

The l e g i s l a t i o n  i t s e l f  provides f o r  twenty-five percent  con t r ibu t ions  t o  t h e  
fund of  a l l  mineral  l e a s e  r e n t a l s ,  r o y a l t i e s ,  roya l ty  sale proceeds and n e t  
p r o f i t  shares  on l e a s e s  issued on o r  before December 1, 1979. A higher 
f i f t y  percent  rate was i n s t i t u t e d  f o r  leases a f t e r  December 1, 1979- 
Addit ionally,  $900 mi l l ion  was appropriated t o  t h e  Fund f o r  F i s c a l  Year 1981. 

The Board w i l l  dea l  with suggested changes t o  con t r ibu t ion  formulas and 
e x t r a  appropr ia t ions  during t h e  next year. 

2. The corpora t ion ' s  goa l s  should be t o  maintain s a f e t v  of . p r i n c i p a l  
while maximizing t o t a l  re turn .  

N e t  r ea l i zed  g a i n s  on marketable s e c u r i t i e s  t r ansac t ions  f o r  F i s c a l  Year 
1980 i n  the  amount of $265,539 have been re ta ined i n  t h e  Fund's p r inc ipa l .  
Present  Fund investments as of June 30, 1980 a r e  i n  what are considered t o  
be by t h e  genera l  investment community of high grade qua l i ty .  I n  f a c t ,  t h e  
market value, i n  t o t a l ,  of these  s e c u r i t i e s  exceeds t h e  c o s t  pa id  f o r  them. 
A s  may be seen from t h e  preceding t a b l e ,  the  r a t e  of r e tu rn  has improved 
s t ead i ly .  

3. The corpora t ion  should be used a s  a savings device managed t o  al low 
t h e  maximum use of disposable income f o r  t h e  purposes designated by 
l a w .  



A l l  p r i n c i p a l  con t r ibu t ions  have been re ta ined i n  t h e  Fund's balance. 
Disbursement of income earned has been l imi ted  t o  cash amounts received; any 
n e t  ga ins  a r e  r e t a ined  i n  Fund p r inc ipa l .  There have been no n e t  losses .  
Nevertheless,  e ros ion of t h e  purchasing power of t h e  Fund's p r i n c i p a l  a s  t h e  
r e s u l t  of continued high i n f l a t i o n  remains a s e r i o u s  concern of t h e  
corporat ion.  

Audit 

The Fund was audi ted  by Deloitte-Haskins & S e l l s ,  independent c e r t i f i e d  
pub l i c  accountants ,  f o r  1980. The aud i to r s  expressed an  unqualif ied "clean" 
opinion as t o  Statements of N e t  Assets, Investment Income and Changes i n  N e t  
Assets. 

I n  the  "Exhibits" sec t ion  you w i l l  f i n d  t h e  Audi tor ' s  Report, which inc ludes  
Financia l  Statements f o r  the  yea r s  ended June 30, 1980 and 1979 wi th  
Auditor ' s Opinion. 

The f ollowinq statements are included : 

Statements of N e t  Assets 
This  s tatement shows t h e  assets a v a i l a b l e  i n  t h e  Fund as of t h e  end of 
1980 and 1979. 

Statements of Investment Income 
This  s tatement shows t h a t  amount of income earned by t h e  Fund by type of 
investment. Income includes both cash r e c e i p t s  and incame earned bu t  
not y e t  received as of year end. 

Statements of Changes i n  N e t  -&sets 
This  s tatement d e t a i l s  from what sources monies were received t h a t  
account f o r  t h e  increase  i n  Fund a s s e t s  during t h e  year. I t  a l s o  
desc r ibes  which a s s e t  ca tegor ies  increased or  decreased a s  these  funds 
were p u t  t o  use. 

Notes t o  F inanc ia l  Statements 
These notes provide f u r t h e r  d e s c r i p t i v e  information relating t o  var ious  
items presented i n  t h e  F inanc ia l  Statements. 

I n  Note 2 ,  "S iqq i f i can t  Accounting P o l i c i e s  - Narketable Secur i t iesw you 
w i l l  f ind  a l i s t i n q  of t h e  market value of t h e  marketable s e c u r i t i e s  
held by t h e  Fund. 



OUTLOOK FOR FISCAL YEAR 1981 

Allowed Investments 

The present law establishes a list of types of investments in which the 
Corporation may invest the Pemnent Fund. Principal of the Fund may only 
be used for income-producing investments, and the Corporation may not borrow 
funds or guarantee the obligations of others. 

The Board may invest in: 

1. U.S. Treasury Bills, Notes and Bonds. 

2. U.S. Federal agency obligations. 

3. The following when they are fully secured at all times as to 
principal and interest: 

Certificates of deposit issued by U.S. domestic banks for which a 
generally recognized secondary market exists; 

Shares of federally chartered savings and loans associations; 

Savings certificates issued by State-chartered savings and loan 
associations; 

Deposits with mutual savings banks in Alaska: and 

Debt certificates of federally insured credit unions. 

4. Corporate debt securities which are rated AA or better. No more 
than 25% of the Fund's assets may be invested this way. 

5. Comercial paper (short-term corporate promissory notes) which have 
the highest national ratings, 

6. Banker's acceptances drawn on and accepted by U.S. .banks having 
capital in excess of $200 million. 

7. Repurchase agreements ( securities sold under agreements to 
repurchase at some specific future date). 

8. Federal Small Business Administration loans - guaranteed portion. 

9. First lien real estate mortgages portion guaranteed by the Federal 
Veterans Administration. 



10. Portions of business and indus t r ia l  loans made under the  Rural 
Development A c t  of 1972 which a r e  guaranteed by the  Farmer's Home 
Administration. 

11. Guaranteed portion of Farmer's Home Administration loans. 

12. Residential  r e a l  e s t a t e  mortgage loans i n  Alaska where p r iva t e  
mortgage insurance (PMI) e x i s t s  fo r  a t  l e a s t  10% i f  more than 10% 
down payment was received and PMI of a t  l e a s t  20% where 10% or  less 
down payment was received. No more than 15% of the  Permanent 
Fund's a s s e t s  may be invested i n  t h i s  wave 

The Board may enter  i n to  fu ture  contracts  fo r  s a l e  of investments only fo r  
the  purposes of "hedging" an exis t ing equivalent ownership posit ion.  The 
Board must invest  i n  in-State investments allowed by law t o  the  extent  they 
a r e  avai lable  and have a r i sk  l eve l  and expected y ie ld  comparable t o  
a l te rna t ive  investment opportunit ies.  

The Board has placed on its future  agenda a discussion of changes t h a t  may 
be necessary t o  invest  even more e f fec t ive ly  i n  an inf la t ionary environment. 

Eonomic Outlook and Investment Stra teav 
- - - - - 

Of cen t r a l  concern t o  the  development of any investment s t ra tegy is the  
a b i l i t y  of the U.S. Government t o  come t o  g r ip s  with inf la t ion.  We f ind it 
extrenelv d i f f i c u l t  t o  believe t h a t  i n f l a t i on  w i l l  be brought under 
sa t i s fac tory  control  i n  the  shor t  or immediate term. A s  long a s  t h i s  
country must' continue t o  import enormous mounts of crude o i l  from OPEC 
countries and has not developed su f f i c i en t  a l t e rna t ive  energy sources t o  
s t a b i l i z e  p r ices  i n  the  face of r i s ing  long term energv demand, the  
i n f l a t i on  problem appears d i f f i c u l t  t o  solve. Signif icant  d e f i c i t s  i n  t he  
federal  budget exacerbate t h i s  problem. 

Both shor t  and long term i n t e r e s t  r a t e s  have r i s en  substant ia l ly  recent ly  
amid a number of s igns  t h a t  the  recession is e i t he r  over or v i r t ua l l y  over 

_ and f ea r s  t h a t  a more r e s t r i c t i v e  monetary policy w i l l  soon be adopted by 
the  Federal Reserve Bank. 

A s  for the  immediate future ,  there  seems t o  be a growing consensus among 
economists t ha t  we: s h a l l  experience some improvement i n  economic conditions 
over . t h e  balance of the  year. It is a l s o  ant ic ipated t h a t  i n t e r e s t  r a t e s  
w i l l  f luctuate  a t  current  l eve l s  o r  s l i qh t ly  lower u n t i l  year-end. With the  
New Year, i n t e r e s t  r a t e s  a r e  expected t o  r i s e  again, producing eventually 
what has been characterized a s  a "double dip" recession. 



Given this type of investment environment, a continuation of our past 
conservative investment strategy, emphasizing short and intermediate term 
debt securities, appears best suited to providing high rates of return while 
at the same time minimizing the risks of capital depreciation. As 
opportunities are provided, consideration will also be given to reducing or 
eliminating long term commitments. The Board of Trustees of the Alaska 
Permanent Fund Corporation has endorsed a policy that limits investments to 
securities no longer than four years in maturity. 

Contributions to the Fund and Balances 

Following is a projection of contributions estimated to be received by the 
Fund from mineral lease rentals, royalties, royalty sale proceeds, bonus, 
etc. during Fiscal Year 1981. Included is the planned contribution of the -- - -- _ - -----. __ 
$900 million separately-.'amropriated to the Fund. 

(Estimated as of September 30, 1980) 

Month Ended 

July 1980 
Auqust 1980 
September 1980 
October 1980 
November 19 8 0 
December 1980 
January 1980 
February 1980 
March 1980 
April 1980 
May 1980 
June 1980 

Regular Contributions 
(in millions) 

$900 Million 
( in millions) 

Totals $382.1 $900.0 

The Fund's projected balance at June 30, 1981 is $1,800.0 million, which 
includes some income to be transferred to the General Fund but undisbursed 
at year end. 



PERMANENT FUND DIVIDENDS 

The Proqram 

On April 15, 1980, the Alaska Legislature passed and the Governor signed a 
bill providing for payment of a dividend of $50 for each full year that an 
individual has been a state resident after January 1, 1959. The maximum 
dividend payable for 1979 is $1,050 (21 years times $50 per year). 

The Purposes ofj the program are to distribute a portion of the oil monies 
back to Alaska residents, to encourage persons to stay in Alaska and to make 
them more aware of the management and expenditure of the Alaska Permanent 
Fund itself. 

Dividend's Source 

In order to provide for the payment of these annual dividends, the 
leqislation established a Dividend Fund which will receive 50% of the incone 
of the Permanent Fund each year. If in any year, transfers from the 
Permanent Fund to the Dividend Fund are insufficient to pay the minimum 
dividend of $50 per year of residency, the Legislature may appropriate 
additional amounts to correct the deficiency from the State's General Fund. 
The apropriation is an interest free loan which will be repaid to the 
General Fund over several years by using 10% of the Permanent Fund's income 
each vear to pay off the loan. 

In Fiscal Year 1981, $128.5 million from the General Fund was appropriated 
to pay 1979 dividend payments. 

Litisation 

A suit was filed against the State in superior court on A9ri.l 28, 1980 
stating that the law was unconstitutional and should not be enforced. 

Judqe Ralph Moody on June 27, 1980 ruled that the law was unconstitutional 
because it denied certain residents equal treatment under the Alaska 
Constitution. He enjoined the making of any dividend payments. 

This case is now pending before the Alaska Supreme Court, and as of 
September 30, 1980, no decision has been rendered. 

4 



ALASKA PERMANENT FUND 
REALIZED RATES OF RETURN, INCOME, AND PORTFOLIO BALANCES 

FOR THE FISCAL YEARS ENDED JUNE 30, 1980, 1979, 8 1978 

FISCAL YEAR FISCAL YEAR FISCAL YEAR 
1980 1979 1978 

REALIZED RATES OF 
RETURN (BASED ON 
ACCRUED INCOME) 7.53% 

INVESTMENT INCOME 
(INCL AMTS EARNED BUT 
NOT RECD BY YEAR END) $ 32,426,923 $ 7,967,131 $ 1,791,000 

CASH EARNINGS RECEIVED W - TRANSFERRED TO 
GENERAL FUND $ 5,782,926 $ 900,434 

AVERAGE PORTFOLIO 
BALANCE $ 96,700,008 $ 23,800,000 

MARKETABLE SECURITIES 
AT JUNE 30, AT COST $493,427,07 1 $ 1  37,783,958 $ 54,387,000 

MARKETABLE SECURITIES 
AT JUNE 30, AT MARKET $493,444,000 $136,140,000 $ 52,300,000 

'u 



Financial Statemats  

Y e a r s  Ended June 31), 1980 and 1979 

(With A u d i t o r s '  O p i n i o n )  



Deloitte 

44 Montgomery Street 
San Francisco, California 941 04 
(41 5) 393-4300 
Telex 340336 

AUDITORS ' OPINION 

Alaska Permanent Fund: 

We have examined t h e  s ta tement  of  n e t  a s s e t s  o f  t h e  Alaska 
Permanent Fund a s  of June 30,  1980 and t h e  r e l a t e d  s t a t emen t s  
o f  inves tment  income and o f  changes i n  n e t  a s s e t s  f o r  t h e  yea r  
t h e n  ended. Our examination was made i n  accordance w i t h  
g e n e r a l l y  accep ted  a u d i t i n g  s t a n d a r d s  and,  a c c o r d i n g l y ,  
inc luded  such t e s t s  of t h e  account ing  r e c o r d s  and such o t h e r  
a u d i t i n g  procedures  z s  we cons idered-necessa ry  i n  t h e  circum- 
s t a n c e s  , i n c l u d i n g  con f i rma t ion  of  inves tments  h e l d  by t h e  
bank t r u s t e e  a t  June 30 ,  1980 by correspondence w i t h  t h e  
t r u s t e e .  The s t a t emen t s  a s  of  June  30 ,  1979 and f o r  t h e  y e a r  
t h e n  ended were examined by t h e  S t a t e  o f  Alaska  D iv i s ion  of  
L e g i s l a t i v e  A u d i t ,  kihcse r e p o r t  da ted  December 5 ,  1979 
expressed  a n  u n q u a l i f i e d  op in ion  on t h o s e  s t a t e m e n t s .  

I n  our  o p i n i o n ,  t h e  1983 f i n a n c i a l  s t a t emen t s  r e f e r r e d  t o  
above p r e s e n t  f a i r l y  t he  n e t  a s s e t s  o f  t h e  Alaska Permanent 
Fund a s  of  June 3 0 ,  1980 and i t s  inves tment  income and changes 
i n  i t s  n e t  a s s e t s  f o r  t h e  yea r  t hen  ended, i n  conformity  w i t h  
g e n e r a l l y  accepted account ing  p r i n c i p l e s  a p p l i e d  on a  b a s i s  
c o n s i s t e n t  w i t h  t h a t  of  t h e  p reced ing  y e a r .  

August 29,  1980 



ALASKA PERMANENT FUND 

STATEMENTS OF NET ASSETS 
AS OF JUNE 3 0 .  1 9 8 0  AND 1 9 7 9  

................... CASH I N  SAVINGS ACCOUNT $ 3 9 . 0 1 9  $ 3 0 . 7 1 4  

CONTRIBUTIONS RECEIVABLE FROM THE STATE 
GENERAL FUND ............................ 

INTEREST RECEIVABLE ....................... 
MARKETABLE SECURITIES . A t  c o s t :  ........... U . S .  T r e a s u r y  no tes  a n d  b o n d s  

C e r t i f i c a t e s  of  d e p o s i t  ................. 
B a n k e r s  acceptances ..................... 
U.S.  T r e a s u r y  b i l l s  ..................... 
C o r p o r a t e  b o n d s  ......................... .......... F e d e r a l  agency notes a n d  b o n d s  
S e c u r i t i e s  p u r c h a s e d  u n d e r  a g r e e m e n t s  t o  . 

r e s e l l  ................................ ........................ C o m m e r c i a l  paper  

...................... T o t a l  4 9 3 . 4 2 7 .  071  1 3 7 . 7 8 3 .  9 5 8  

..... AMOUNTS D U E T 0  THE STATEGENERALFUND ( 1 9 . 6 6 8 .  6 9 8 )  ( 1 . 9 4 8 .  7 6 4 )  

NET ASSETS ................................ $ 4 8 3 . 2 0 8 .  4 8 7  $1 3 8 . 5 4 6 .  7 4 2  

S e e  notes  t o  f i n a n c i a l  s t a t e m e n t s  . 



ALASKA PERMANENT FUND 

STATEMENTS OF INVESTMENT INCOME 
FOR THE YEARS ENDED J U N E  3 0  . 1 9 8 0  AND 1 9 7 9  

INTEREST : ............. U.S.  Treasury notes  and bonds $1 3 . 0 6 0 .  1 5 7  $ 2 . 7 5 9 .  0 7 4  .................. C e r t i f i c a t e s  of depos i t s  1 0 . 1 3 0 .  3 3 2  1 . 8 3 2 .  8 2 8  
Bankers acceptances ....................... 5 . 2 5 1 .  0 4 3  9 0 0 .  2 6 4  
Corporate bonds ........................... 
Federal  agency notes  and bonds ............ 
U.S.  Treasury b i l l s  ....................... .......................... Commercial paper 
S e c u r i t i e s  purchased under agreements t o  

r e s e l l  .................................. ........................... Savings account 

To ta l  ........................ 
NET G A I N S  REALIZED FROM TRANSACTIONS I N  

MARKETABLE SECURITIES ..................... 
INVESTMENT INCONE ........................... $ 3 2 . 4 2 6 .  9 2 3  $ 7 . 9 6 7 .  1 3 1  

See notes  t o  f i n a n c i a l  s ta tements  . 



ALASKA PERMANENT FUND 

STATEMENTS OF CHANGES I N  NET ASSETS 
FOR THE YEARS ENDED JUNE 3 0 .  1 9 8 0  AND 1 979  

ASSETS WERE PROVIDED B Y :  ....................... Investment income 
R o y a l t i e s  and o t h e r  S t a t e  r e c e i p t s  ...... 

T o t a l  a s s e t s  provided ...... 
TRANSFERS OF INVESTMENT I N C O M E  TO THE 

STATE GENERAL FUND ...................... 
INCREASE I N  NET ASSETS .................... 
INCREASE (DECREASE) I N  COMPONENTS OF NET 

ASSETS : 
Cash i n  sav ings  account ................. 
Cont r ibu t ions  r e c e i v a b l e  ................ 
I n t e r e s t  r e c e i v a b l e  ..................... 
U.S. Treasury n o t e s  and bonds ........... 
C e r t i f i c a t e s  of  d e p o s i t  ................. 
Bankers accep tances  ..................... 
U.S. Treasury  b i l l s  ..................... 
Fede ra l  agency n o t e s  and bonds .......... 
S e c u r i t i e s  purchased under agreements t o  

r e s e l l  ................................ 
Commercial paper ........................ 
Amounts due t o  t h e  S t a t e  General  Fund ... 

.................... INCREASE I N  NET ASSETS $ 3 4 4 . 6 6 1 .  7 4 5  $ 8 4 . 0 5 4 .  2 2 2  

See n o t e s  t o  f i n a n c i a l  s t a t emen t s  . 



ALASKA PERMANENT FUND 

NOTES TO FINANCIAL STATEMENTS 

1 .  ENTITY 

I n  f i s c a l  1977 t h e  v o t e r s  approved a n  amendment t o  t h e  
C o n s t i t u t i o n  of t h e  S t a t e  of  Alaska which r e q u i r e s  c e r t a i n  
mine ra l  l e a s e  r e n t a l s ,  bonuses ,  r o y a l t i e s ,  r o y a l t y  s a l e  
p roceeds ,  and Fede ra l  minera l  revenue-shar ing  payments r ece ived  
by t h e  S t a t e  t o  be s e t  a s i d e  f o r  t h e  u s e  and b e n e f i t  o f  p r e s e n t  
and f u t u r e  Alaskans.  For f i s c a l  1979, t r a n s f e r s  t o  t h e  S t a t e  
General  Fund included i n t e r e s t  income and n e t  g a i n s  r e a l i z e d  
from t r a n s a c t i o n s  i n  marketable  s e c u r i t i e s .  For f i s c a l  1980, 
such t r a n s f e r s  were l i m i t e d  t o  i n t e r e s t  income a s  a  r e s u l t  o f  
changes i n  t h e  S t a t e  s t a t u t e s  a p p l i c a b l e  t o  such t r a n s a c t i o n s .  

2 .  SIGNIFICANT ACCOUNTING POLICIES 

Marketable  s e c u r i t i e ~  a r e  g e n e r a l l y  in tended  t o  be  he ld  u n t i l  
m a t u r i t y  and a r e  s t a t e d  a t  c o s t .  The market  va lues  o f  such 
s e c u r i t i e s  a t  June 3 0 ,  1980 and 1979 were: 

U .  S .  Treasury n o t e s  and bonds. .... 
C e r t i f i c a t e s  of d e p o s i t  ............ 
Bankers acceptances  ................ 
U .  S .  Treasury b i l l s . .  ............. 
Corporate  bonds . .  .................. 

..... Fede ra l  agency no t e s  and bonds 
S e c u r i t i e s  purchased under 

agreements t o  r e s e l l . .  ........... 
Commercial p a p e r . . . . . . . . . . . . . . . . .  .. 

......................... T o t a l  

Gross un rea l i zed  g a i n s  and l o s s e s  were $6 ,954 ,000  and 
$6 ,937 ,000 ,  r e s p e c t i v e l . ~ ,  a t  June 30,  1980. 

S e c u r i t y  t r a n s a c t i o n s  a r e  g e n e r a l l y  recorded on t h e i r  
s e t t l e m e n t  d a t e .  

I n t e r e s t  income i s  recognized us ing  t h e  a c c r u a l  method o f  
account ing.  

Admin i s t r a t i ve  and o t h e r  expenses a r e  pa id  by t h e  S t a t e  and a r e  
n o t  inc luded  i n  t h e  accompanying s t a t e m e n t s .  --- - "- 



3 .  BALANCES AVAILABLE FOR INVESTMENT 

Due t o  t h e  t iming  of  r e c e i p t s ,  ba lances  a s  of  t h e  end of June 
a r e  n o t  n e c e s s a r i l y  r e p r e s e n t a t i v e  of  average  ba lances  a v a i l -  
a b l e  t o  t h e  Fund f o r  investment  purposes .  The average ba l ances  
a v a i l a b l e  t o  t h e  Fund were approximately  $287,255,000 dur ing  
f i s c a l  1 980 and $96,700,000 dur ing  f i s c a l  1 979. 


