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Inevitable and Prolonged Tug of War
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Proposals for Use of PF Earnings

ACCESS TOTAL EARNINGS OF:PF:-- POMV (Constitutional Endowment)

I Fold Earnings Reserve into.PF Corpus
I Draw 4.5% = - 5% of PFvalue from PF Corpus
I Divide-draw between UGF and: PF Dividend

IMMEDIATE-PLUG: -- SB114 (Statutory POMV)

I Draw 5% of-RF value from Pk Earnings Reserve for UGF
I Pay PE Dividend from 75%:-0f Royalties (with a floor)

STABILIZESREVENUE=STREAM 6-GOVERNOR WALKER'PROPOSAL
(StatutorySovereign Wealth-Func)

I Dump:SB21 revenues and additional 25% of-Royaltiesiinto PE Corpus

I Draw %/ofRPEvalue'or $3:2:Billion | from Pkl Eactnings RReserveltor-UGE (inflaton adjusted
amount that-sustamns Pk value)

CREMO PEANYConstitutional & ndewment)

& Similan to: POM\/iexcept AEL \petrolednt-revenue;deposied into P
o Pay/PE Dividend from 50%sef' Royalies



Which Draw Mechanism Produces
the Best Sustainability Tradeoff?

ADo we care about the future?

AWhat do we think the future will look like as petroleum
production continues to fall?

A flow of income from current financial
assets and the projected future petroleum
revenue stream which, if adopted now,
could be maintained consistently long into
the future -- adjusted for inflation and
population growth.
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Hypothetical Investment Rate of Return

@\ ominal Rate of Return

Inflation

@ Real Rate of Return (RRR)
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One RRR Estimate

FUND FINANCIAL HISTORY & PROJECTIONS
as of November 30, 2016

Projections extend fen years, and are based on best availzble information (5 in milfons)

Assumptions:  Total Return - Inflation = Total Real Return Statutory Return

Lo  FY 2017 -£.84% 7 .25% -9.08% Lo 351%
Mid Fya0i7 ™ 6.70% 2.25% 4. 45% Mid 5.43%
Hi  FY 2017 22 26% 2 25% 20.01% Hi 8.15%

¥ 2018-2026 7' 6.95% 2.25% 4.70% 6.24%
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RRR : Actual History.

PF Accounting Income Real Rate of Return

I Annual

3 () yr average

1988 1993 1998
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Investment Nominal Rate of Return:
Where -Should lt-Go?
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