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Key Questions:

 What long-term expected return is desired for the
Permanent Mineral Trust Fund (“PMTF")?

Should the 55% equity cap be removed or

« What constraints are appropriate for the program?
reinterpreted?

e Should the current spending policy framework be
amended for PMTF?
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I PMTF & Intergenerational Equity

Maintaining intergenerational equity or attaining the “Full Objective” is
defined as:

1. Maintaining economic value after inflation

2. Achieving 1% annual real growth to account for increasing resource
demands (e.g. population growth)

Probability of Attaining Full Objective

Funds should strive to reach and maintain a 50% probability of attaining the Full Objective
in order to provide equitable opportunities across all generations.

Probability Interpretation

0% -49%  Generations of tomorrow will likely have fewer benefits available relative to generations of today
50% Generations of tomorrow will likely have equal benefits available relative to generations of today

51%-100%  Generations of tomorrow will likely have greater benefits available relative to generations of today

Full Objective for Permanent Mineral Trust Fund (“PMTF")

For PMTF, attaining the Full Objective would mean growing Fund assets from $7.3 billion
today to approximately $12.0 Billion in Year 50.

Since the Full Objective is to achieve real growth, all subsequent data shown throughout
this presentation is in real terms (after inflation).
RVK
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Spending Policy Analysis
Current Interpretation of 55% Equity Cap

As CREG contribution forecasts have decreased relative to the previous
analysis, PMTF’s median probability of attaining the Full Objective (1% real
growth per annum) in Year 50 is now 41.1%, with a projected market value of
$11.0 Billion.

Under the previous (last year) modeling inputs, the probability was 58.4%, with a
projected market value of $13.1 Billion in Year 50.

Projected PMTF Market Value - Real Basis

25.0

225 Baseline

Beginning Value ($ Mil) = $7,312 (preliminary 6/30/2016)
20.0 Inflation Assumption = 2.5%/year

! Real Growth = 1%/year

Contributions ($ Mil) = $85.7m in year 1, $150.7m in year 2,
17.5 $257.0m in year 3, and $257.1m thereafter
Distributions = 5.0% of trailing 5-year average market value
» 15.0 Full Objective ($ Mil) = $12,025
g Probability of Attaining Full Objective in Year 50 = 41.4%
= 125
m
“ 100
7.5
5.0 th . . .
50t Percentile Projections:
2.5 Year 50 PMTF Market Value = $11.0 Billion
0.0
012 3 45 6 7 8 91011121314151617 1819 2021 22 2324252627 28 29 30 31 32 33 34 3536 37 38 39 40 41 42 43 44 45 46 47 48 49 50
Years
PMTF Target 10th Percentile = =« PMTF Target 50th Percentile PMTF Target 90th Percentile

Previous Analysis 10th Percentile = « = Previous Analysis 50th Percentile

Previous Analysis 90th Percentile

All data shown in real terms (after 2.50% annual inflation). Monte Carlo simulations assume PMTF is invested at the Target Allocation. Model assumes
investment earning always meet or exceed annual spending policy amount. Contribution assumptions provided by the Consensus Revenue Estimating
Group as of January 2016. Previous Analysis Contributions: $301.0m in Y1, $308.4m in Y2, $3412.6m in Y3, $316.6m thereatfter. R v K




Spending Policy Analysis
Current Interpretation of 55% Equity Cap

Year-over-year annual spending is projected to be relatively consistent, staying
within +8.2% and -6.4% of the prior year’s spending amount.

% Change YoY Annual Spending

5t and 95t Percentiles
12.00%

8.00% i T -

4.00%

0.00% | |
-4.00%

-8.00%

-12.00%
1234567 8 91011121314151617181920212223242526272829303132333435363738394041424344454647484950

Il 5th Percentile 95th Percentile I:I PMTF Target

Spending data is shown in real terms (after 2.50% annual inflation). The annual spending policy amount for PMTF during FY 2015 was $284 million.
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Spending Policy Analysis

Current Interpretation of 55% Equity Cap

The median percentage change in year-over-year annual spending is +1.40%
under the current spending policy framework and PMTF Target. If spending is

$300 million in any given year, the following year’s spending is projected to fall
within $322.1 million and $283.0 million.

% YoY Annual Spending

PMTF
Target

Median (% YoY) +1.40%

Standard Deviation (% YoY) 4.21%

If Annual Spending in Year 1 is $300 Million...

95t Percentile Spending for Year 2 ($M) $?+22221;V|
Median Spending for Year 2 ($M) $:i?jf-22)M
5th Percentile Spending for Year 2 ($M) $%_?§-8)M

Spending data is shown in real terms (after 2.50% annual inflation). The annual spending policy amount for PMTF during FY 2015 was $284 million.
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Spending Policy Analysis
Removal of 55% Equity Cap

Under the No Equity Cap portfolio, the median probability of achieving the Full
Objective in Year 50 increases from 41.1% to 56.7%.

The projected market value at Year 50 increases from $11.0 Billion to $13.2
Billion.

Projected PMTF Market Value - Real Basis

27 5 Baseline

’ Beginning Value ($ Mil)! = $7,312 (preliminary 6/30/2016)
25.0 Inflation Assumption = 2.5%/year

Real Growth = 1%]/year

225 Contributions ($ Mil) = $85.7m in year 1, $150.7m in year 2,
$257.0m in year 3, and $257.1m thereafter

20.0 Distributions = 5.0% of trailing 5-year average market value

Full Objective ($ Mil)? = $12,025
) 17.5 Probability of Attaining Full Objective in Year 50 = 56.7%
2 15.0
m
# 125
10.0
7.5
5.0 th . . .
. 50t Percentile Projections:
' Year 50 PMTF Market Value = $13.2 Billion
0.0
01 2 3 456 7 8 91011121314151617 1819 2021 22 2324252627 2829 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50
Years
No Equity Cap 10th Percentile = = = No Equity Cap 50th Percentile No Equity Cap 90th Percentile
PMTF Target 10th Percentile = = = PMTF Target 50th Percentile PMTF Target 90th Percentile

All data shown in real terms (after 2.50% annual inflation). Model assumes investment earning always meet or exceed annual spending policy amount.
Contribution assumptions provided by the Consensus Revenue Estimating Group. R v K
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Spending Policy Analysis
Removal of 55% Equity Cap

Although the No Equity Cap portfolio increases the probability of achieving the
Full Objective, the volatility of annual spending from one year to the next is also

projected to increase to +10.6% to -8.4% of the prior year’s spending amount.

% Change YoY Annual Spending
5t and 95t Percentiles

12.0%
8.0% il O O O - S 1
(o)) 2 M
g
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5 g
> z
S o G
S
2
P
g
g -4.0%
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©)
X
-8.0%
-12.0%
123456 7 8 91011121314151617181920212223242526272829303132333435363738394041424344454647484950
Year
[l 5th Percentile | |PMTF Target
95th Percentile I:lNo Equity Cap
Spending data is shown in real terms (after 2.50% annual inflation). The annual spending policy amount for PMTF during FY 2015 was $284 million. R V K
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Spending Policy Analysis
Removal of 55% Equity Cap

Although the “No Equity Cap” portfolio increases the probability of achieving the
Full Objective, the volatility of annual spending from one year to the next is also
projected to increase.

% YoY Annual Spending

PMTF No Equity
Target Cap

Median (% YoY) +1.40% +1.94%

Standard Deviation (% YoY) 4.21% 5.55%

For example, if annual spending in Year 1 is $300 Million...

95t Percentile Spending for Year 2 ($M) $?+22221;V| $?+22%-Z;V|
Median Spending for Year 2 ($M) $?£jf-22)M $~°2255-88)M
5t Percentile Spending for Year 2 ($M) $%_?~;’-8)M $%-72;?)M

Spending data is shown in real terms (after 2.50% annual inflation). The annual spending policy amount for PMTF during FY 2015 was $284 million.
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Spending Policy Analysis
Removal of 55% Equity Cap + Expanded Alternatives

Under the Expanded Alternatives portfolio, the median probability of achieving
the Full Objective in Year 50 increases from 41.1% to 61.5%.

The projected market value at Year 50 increases from $11.0 Billion to $13.8
Billion.

Projected PMTF Market Value - Real Basis

30.0
275 Baseline
Beginning Value ($ Mil)! = $7,312 (preliminary 6/30/2016)
25.0 Inflation Assumption = 2.5%/year
Real Growth = 1%]/year
225 Contributions ($ Mil) = $85.7m in year 1, $150.7m in year 2,
$257.0m in year 3, and $257.1m thereafter
20.0 Distributions = 5.0% of trailing 5-year average market value
Full Objective ($ Mil)? = $12,025
) 17.5 Probability of Attaining Full Objective in Year 50 = 61.5%
o
= 15.0
m
# 125

50th Percentile Projections:

5.0
o5 Year 50 PMTF Market Value = $13.8 Billion
0.0
0 12 3 456 7 8 910111213141516 17 1819 20 21 22 23 24 2526 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50
Years
Expanded Alts. 10th Percentile = = « Expanded Alts. 50th Percentile Expanded Alts. 90th Percentile
PMTF Target 10th Percentile = = = PMTF Target 50th Percentile PMTF Target 90th Percentile

All data shown in real terms (after 2.50% annual inflation). Model assumes investment earning always meet or exceed annual spending policy amount.
Contribution assumptions provided by the Consensus Revenue Estimating Group. R v K
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Spending Policy Analysis
Removal of 55% Equity Cap + Expanded Alternatives

Relative to the No Equity Cap portfolio, the volatility of annual spending from one
year to the next modestly decreases for the Expanded Alternatives portfolio
(+9.6% to -7.1% of the prior year’s spending amount). However, both are still
higher than the current PMTF Target (+8.2% to -6.4%).

% Change YoY Annual Spending
5t and 95" Percentiles

12.00%
8.00% i Al =l sl - ] i ]

4.00%

T
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0.00%

I|I|
-4.00%

-8.00%

-12.00%
1234567 8 91011121314151617181920212223242526272829303132333435363738394041424344454647484950

[l 5th Percentile [ |PMTF Target

95th Percentile I:l Expanded Alts.

Spending data is shown in real terms (after 2.50% annual inflation). The annual spending policy amount for PMTF during FY 2015 was $284 million.
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Spending Policy Analysis
Removal of 55% Equity Cap + Expanded Alternatives
Relative to the “No Equity Cap” portfolio, the volatility of annual spending from

one year to the next modestly decreases for the Expanded Alternatives portfolio.
However, both are still higher than the current PMTF Target.

% YoY Annual Spending

PMTF Expanded
Target Alts.

Median (% YoY) +1.40% +1.96%

Standard Deviation (% YoY) 4.21% 4.84%

If Annual Spending in Year 1 is $300 Million...

95t Percentile Spending for Year 2 ($M) $?+22221;V' $?+22%-2;V|
Median Spending for Year 2 ($M) $329j: 22)M $32955 'SM
5th Percentile Spending for Year 2 ($M) $%_§:;’-8)M $%_5:3L3é-%|\/|

Spending data is shown in real terms (after 2.50% annual inflation). The annual spending policy amount for PMTF during FY 2015 was $284 million.
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Alternative Spending Policy
Models & Sensitivity Analysis




Reserve Account

Purpose:

To set aside residual income and realized capital gains in excess of 5% so that
the funds may be used to supplement future spending in the event that income
and realized capital gains fall short of the annual spending amount.

Size:

At the end of Fiscal Year 2015, the Reserve Account balance was $207 million,
representing approximately 3.5% of the PMTF corpus. Sizing is limited to 90% of
the annual spending policy amount.

Years Cash on Hand:

If PMTF only received interest/dividends (without realized capital gains or
severance tax income), the Reserve Account would only be able to sustain the
projected FY 2017 spending level of $331.7 million per year for 1.5 years.

Reserve Account Years Cash on Hand
$400,000,000

$300,000,000 -

$200,000,000 _ == Spending Out of Reserve Account

$100,000,000 Projected Yield (Income & Dividends Only)

$- = Projected FY 2017 Spending Amount
2017 2018
Fiscal Year

Contribution assumptions provided by the Consensus Revenue Estimating Group.
The calculated annual spending amount for fiscal year 2017 is $331.7 million. R v K
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Alternative Spending Policy Models

No spending rule can simultaneously achieve all three goals of sovereign
wealth funds: Asset Preservation, Budgetary Stabllity, and Intergenerational
Equity.

One primary tradeoff of any spending rule is that reductions in the sensitivity to
market volatility (Budgetary Stability) can increase the likelihood of spending that
IS iInconsistent with large market peaks and drops in a given year
(Intergenerational Equity).

Comparison of Spending Policies from 1995-2009

5750,000
:zz />§l SEETE_ il
$600,000 / / /\ \ B e
$500,000 -

5450,000

sm‘mﬂ T T T T T T T T T T T T T T 1
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

—Simple 5% =———Smoothing =—Yale Rule

Chart Source: Buckingham. Chart assumes assets are invested in 60% S&P 500 Index / 40% B Int./Gov't Crdt Bond Index, with an initial portfolio value of
$10 million. Yale Rule used is 80% previous year + inflation (set at 3%) and 20% of 5% market value. R v K
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Alternative Spending Policy Models

PMTE No Equity Expanded

Cap Alts.
Target (Change from (Change from
Current Policy) Current Policy)

(Current Policy)

Current Framework:
5% of trailing 5-year average market value

: L $23.1 $25.9 $26.6
Cumulative 50 Year Distributions ($B) (+2.8) (+3.5)
Volatility of Annual Spending Changes 4.2% 5.6% 4.8%
(% YoY St. Dev.) (+1.4%) (+0.6%)

: $11.0 $13.2 $13.8

Projected 50 Year Market Value ($B) (+2.2) (+2.8)
. . . 41.4% 56.7% 61.5%
Probability of Achieving Full Objective (+15.3%) (+20.1%)

Yale Model / Hybrid Approach:
80% previous year spending (adjusted for inflation) + 20% of 5% of trailing 5-year average market value

: L $23.1 $25.8 $26.6
Cumulative 50 Year Distributions ($B) (0.0) +2.7) (+3.5)
Volatility of Annual Spending Changes 2.7% 3.6% 3.2%
(% YoY St. Dev.) (-1.5%) (-0.6%) (-1.0%)

: $11.4 $14.0 $14.9

Projected 50 Year Market Value ($B) (+0.4) (+3.0) (+3.9)
. S . 45.6% 59.3% 64.6%
Probability of Achieving Full Objective (+4.29%) (+17.9%) (+23.2%)

All data shown in real terms (after 2.50% annual inflation). Model assumes investment earning always meet or exceed annual spending policy amount.
Contribution assumptions provided by the Consensus Revenue Estimating Group. R v K
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Sensitivity Analysis

The sensitivity analysis demonstrates that changes to any—or even just one—of
the components impacting the long-term fiscal health of the Permanent Funds
can have a substantial influence on the ability to provide and maintain
Intergenerational equity.

_ Inflation Contributions Distributions

$85.7min Y1,
Baseline 2.5%lyear $150.7m in Y2, 5% of trailing 5-year
(Probability of Attaining Full Objective $257.0m in Y3, average market
in Year 50) $257.1m thereafter value
(41.4%) (41.4%) (41.4%)
$85.7min Y1,
$150.7m in Y2, 6% of trailing 5-year
: 3.5%l/year $257.0m in Y3, average market
Impact of UP move to assumption $257.1m in Y4 value
growing at 1%/year
(16.1%) (63.9%) (16.0%)
$85.7min Y1,
$150.7min Y2, 4% of trailing 5-year
: 1.5%/year $257.0m in Y3, average market
Impact of DOWN move to asW $257.1m in Y4, value
If inflation is 1.5% over the next five years decreasing at 1%/year
and then reverts back to 2.5%, the (69.0%) (25.2%) (69.3%)

Probability of Attaining Full Objective in
Year 50 is 42.8%.

All data shown in real terms (after 2.50% annual inflation). Monte Carlo simulations assume PMTF is invested at the Target Allocation. Model assumes
investment earning always meet or exceed annual spending policy amount. Contribution assumptions provided by the Consensus Revenue Estimating R V K

Group.
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Conclusion

 What long-term expected return is desired for the
Permanent Mineral Trust Fund (“PMTF")?

. What constraints are appropriate for the program?
Should the 55% equity cap be removed or
reinterpreted?

e Should the current spending policy framework be
amended for PMTF?

If the equity cap is removed/reinterpreted, adopting a spending
policy with additional smoothing elements may make sense.

RVK
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Appendix




Spending Policy Analysis
Current Interpretation of 55% Equity Cap

The median projected annual distribution in Year 50 is $546 Million, with
cumulative distributions over the 50 Year period at $23.1 Billion.

Under the previous modeling inputs, the projected annual distribution in Year 50
is $647 Million with $26.3 Billion in cumulative distributions.

Projected Annual Distributions - Real Basis

1,200.0
1,100.0 pp———
Baseline ————
1,000.0 Beginning Value ($ Mil)! = $7,312 (preliminary 6/30/2016) e =
Inflation Assumption = 2.5%/year ——— -
900.0 | Real Growth = 1%/year = e —-
Contributions ($ Mil) = $85.7m in year 1, $150.7m in year 2, cm=== ___...-—-""""—
800.0 $257.0m in year 3, and $257.1m thereafter ——— - - -
" Distributions = 5.0% of trailing 5-year average market value —— - - == -
2 700.0 | Fyir objective (§ Mil)2 = $12,025 - e mm=——"
é 600.0 Probability of Attaining Full Objective in Year 50 = 41.4% -
=
& 500.0
T3 3 X X X T
300.0 - - - .
00,0 50t Percentile Projections:
100'0 Year 50 Annual Distribution = $546 Million
' 50 Year Cumulative Distributions = $23.1 Billion
0.0
0123456 7 8 9101112131415161718192021222324252627 2829 30313233343536373839404142 434445 46 47 48 4950
Year
= = = PMTF Target 10th Percentile PMTF Target 50th Percentile = = = PMTF Target 90th Percentile
= = = Previous Analysis 10th Percentile Previous Analysis 50th Percentile = = = Previous Analysis 90th Percentile

All data shown in real terms (after 2.50% annual inflation). Monte Carlo simulations assume PMTF is invested at the Target Allocation. Model assumes
investment earning always meet or exceed annual spending policy amount. Contribution assumptions provided by the Consensus Revenue Estimating
Group as of January 2016. Previous Analysis Contributions: $301.0m in Y1, $308.4m in Y2, $g%2.6m in Y3, $316.6m thereatfter. R v K




Spending Policy Analysis
Removal of 55% Equity Cap

The median projected annual distribution in Year 50 is $649 Million, with
cumulative distributions over the 50 Year period at $25.9 Billion.

Under the current PMTF Target, the projected annual distribution in Year 50 is
$546 Million with $23.3 Billion in cumulative distributions.

Projected Annual Distributions - Real Basis

1,400.0
1,300.0 Baseline —m———
Beginning Value ($ Mil)! = $7,312 (preliminary 6/30/2016) — - o =
1,200.0 Inflation Assumption = 2.5%/year ———
1.100.0 Real Growth = 1%]/year - - -
’ ’ Contributions ($ Mil) = $85.7m in year 1, $150.7m in year 2, " -
1,000.0 $257.0m in year 3, and $257.1m thereafter - -
Distributions = 5.0% of trailing 5-year average market value —-— -
900.0 | Full Objective ($ Mil)? = $12,025 " rmcam==—=—"
g 800.0 | Probability of Attaining Full Objective in Year 50 = 56.7% ’___——‘ ___-_-_-_..---—"
= 7000 =" E——
= ’——— ——_----—_
- -
400.0 /.*g‘_——;
- e gy - . . . ¥ X X X
300.0 Seccsssssscscssssssssss 50t Percentile Projections:
igg'g Year 50 Annual Distribution = $649 Million
0o 50 Year Cumulative Distributions = $25.9 Billion
012 3 456 7 8 91011121314151617 18192021 222324252627 2829 30313233343536373839404142 43 44 45 46 47 48 49 50
Year
= = = No Equity Cap 10th Percentile No Equity Cap 50th Percentile = = = No Equity Cap 90th Percentile
= =« PMTF Target 10th Percentile PMTF Target 50th Percentile = = = PMTF Target 90th Percentile

All data shown in real terms (after 2.50% annual inflation). Model assumes investment earning always meet or exceed annual spending policy amount.
Contribution assumptions provided by the Consensus Revenue Estimating Group. R v K
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Spending Policy Analysis
Removal of 55% Equity Cap + Expanded Alternatives

The median projected annual distribution in Year 50 is $680 Million, with
cumulative distributions over the 50 Year period at $26.6 Billion.

Under the current PMTF Target, the projected annual distribution in Year 50 is
$546 Million with $23.3 Billion in cumulative distributions.

Projected Annual Distributions - Real Basis

1,400.0
1,300.0 Baseline -
1.200.0 Beginning Value ($ Mil)! = $7,312 (preliminary 6/30/2016) —m——— -

Inflation Assumption = 2.5%/year
1,100.0 Real Growth = 1%/year

Contributions ($ Mil) = $85.7m in year 1, $150.7m in year 2, - -
1,000.0 $257.0m in year 3, and $257.1m thereafter —-—— -
900.0 Distributions = 5.0% of trailing 5-year average market value — s - -
) Full Objective ($ Mil)2 = $12,025 cme=" reemm=e==="
g 800.0 Probability of Attaining Full Objective in Year 50 = 61.5% __——’ _____——""---
= 7000 —e==" S
= ——’— —-—_---’
500.0 _ez2=-"
===
400.0 /‘_‘_—‘—-—_‘ -
300.0 S ccccccccccssssssssssssss=S 50th Percentile Projections: :
200.0 Year 50 Annual Distribution = $680 Million
100.0 50 Year Cumulative Distributions = $26.6 Billion
0.0
012 3 456 7 8 91011121314151617 18192021 222324252627 2829 3031 323334353637 383940414243 44 45 46 47 48 49 50
Year
=== PMTF Target 10th Percentile —— PMTF Target 50th Percentile === PMTF Target 90th Percentile
=« = Previous Analysis 10th Percentile Previous Analysis 50th Percentile =« = Previous Analysis 90th Percentile

All data shown in real terms (after 2.50% annual inflation). Model assumes investment earning always meet or exceed annual spending policy amount.
Contribution assumptions provided by the Consensus Revenue Estimating Group. R v K
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PMTF Target — Annual Cash Flows

Projected Net Additions to PMTF Corpus
$600.0M
$2000M ©00000%0000000000000000000 XY} ecoe
- i =Y L Lk & A - s > = - - an -
$.0M
_$200_0M Jee® ....'“".Qlc.0.Qo.ooo-.o..oo..ooooc...l...‘looot.oo..ool..l‘.ovo.o.ouovouoco‘.0.oo.ooo.lo.'l...0..00.......0‘..0...0
-$400.0M
-$600.0M
1 2 3 45 6 7 8 9 1011121314151617 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50
eeeseee Net Cash Flow «+e++ Median Annual Real Return Net Addition to Corpus = = = Annual Addition Required for 1% Real Growth
Contribution Median Net Cash FHow Median Annual|Net Addition to Contribution Median Net Cash Fow Median Annual|Net Addition to
Assumption Distribution Real Return Corpus Assumption Distribution Real Return Corpus
Year 1 $85,740,000 -$331,712,338 -$245,972,338 $263,106,750 $17,134,412 Year 26 $257,100,000 -$471,323,723 -$214,223,723 $326,718,792 $112,495,069
Year2 $150,720,000 -$349,045,694 -$198,325,694 $248,876,250 $50,550,556 Year 27 $257,100,000 -$474,121,098 -$217,021,098 $309,333,252 $92,312,153
Year3 $257,000,000 -$361,160,725 -$104,160,725 $266,936,468 $162,775,743 Year 28 $257,100,000 -$478,911,924 -$221,811,924 $308,242,773 $86,430,848
Year4 $257,100,000 -$366,311,241 -$109,211,241 $257,141,656 $147,930,415 Year29 $257,100,000 -$482,709,818 -$225,609,818 $313,249,965 $87,640,146
Year5 $257,100,000 -$371,032,789 -$113,932,789 $253,373,849 $139,441,061 Year 30 $257,100,000 -$487,485,158 -$230,385,158 $318,953,866 $88,568,708
Year6 $257,100,000 -$375,070,774 -$117,970,774 $262,679,443 $144,708,669 Year 31 $257,100,000 -$490,252,994 -$233,152,994 $328,053,186 $94,900,192
Year7 $257,100,000 -$379,569,486 -$122,469,486 $255,643,260 $133,173,774 Year 32 $257,100,000 -$492,464,160 -$235,364,160 $300,239,576 $64,875,416
Year8 $257,100,000 -$386,653,235 -$129,553,235 $270,500,441 $140,947,206 Year 33 $257,100,000 -$494,922,166 -$237,822,166 $312,714,831 $74,892,664
Year9 $257,100,000 -$392,079,907 -$134,979,907 $277,583,641 $142,603,734 Year 34 $257,100,000 -$497,674,711 -$240,574,711 $305,064,920 $64,490,209
Year 10 $257,100,000 -$397,672,795 -$140,572,795 $279,303,313 $138,730,518 Year 35 $257,100,000 -$500,596,269 -$243,496,269 $333,860,264 $90,363,994
Year11 $257,100,000 -$402,294,844 -$145,194,844 $274,703,705 $129,508,862 Year 36 $257,100,000 -$504,392,795 -$247,292,795 $318,201,855 $70,909,060
Year 12 $257,100,000 -$408,621,180 -$151,521,180 $285,838,782 $134,317,602 Year 37 $257,100,000 -$505,720,266 -$248,620,266 $332,655,988 $84,035,722
Year 13 $257,100,000 -$412,510,704 -$155,410,704 $278,371,265 $122,960,561 Year 38 $257,100,000 -$507,884,452 -$250,784,452 $332,584,043 $81,799,591
Year 14 $257,100,000 -$417,860,769 -$160,760,769 $303,056,645 $142,295,877 Year 39 $257,100,000 -$510,359,166 -$253,259,166 $342,809,103 $89,549,937
Year 15 $257,100,000 -$423,425,090 -$166,325,090 $283,480,775 $117,155,685 Year 40 $257,100,000 -$514,282,767 -$257,182,767 $334,800,976 $77,618,209
Year 16 $257,100,000 -$427,652,666 -$170,552,666 $283,706,283 $113,153,617 Year41 $257,100,000 -$515,125,933 -$258,025,933 $365,809,653 $107,783,720
Year17 $257,100,000 -$433,073,840 -$175,973,840 $288,054,626 $112,080,786 Year 42 $257,100,000 -$520,212,137 -$263,112,137 $348,507,961 $85,395,824
Year 18 $257,100,000 -$437,753,636 -$180,653,636 $266,936,423 $86,282,787 Year 43 $257,100,000 -$522,286,325 -$265,186,325 $357,031,968 $91,845,643
Year19 $257,100,000 -$443,971,710 -$186,871,710 $277,909,411 $91,037,700 Year 44 $257,100,000 -$524,606,618 -$267,506,618 $328,460,202 $60,953,584
Year 20 $257,100,000 -$448,321,055 -$191,221,055 $285,950,856 $94,729,801 Year 45 $257,100,000 -$527,102,531 -$270,002,531 $346,458,635 $76,456,104
Year21 $257,100,000 -$451,911,295 -$194,811,295 $291,882,115 $97,070,820 Year 46 $257,100,000 -$531,305,259 -$274,205,259 $361,138,266 $86,933,007
Year22 $257,100,000 -$455,815,106 -$198,715,106 $308,538,571 $109,823,465 Year 47 $257,100,000 -$534,433,639 -$277,333,639 $364,008,024 $86,674,384
Year 23 $257,100,000 -$459,870,573 -$202,770,573 $297,681,969 $94,911,396 Year 48 $257,100,000 -$534,977,857 -$277,877,857 $364,493,222 $86,615,365
Year24 $257,100,000 -$462,891,858 -$205,791,858 $290,707,571 $84,915,713 Year49 $257,100,000 -$540,770,478 -$283,670,478 $353,596,322 $69,925,844
Year25 $257,100,000 -$467,620,694 -$210,520,694 $307,150,733 $96,630,039 Year50 $257,100,000 -$545,614,749 -$288,514,749 $354,347,296 $65,832,547
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No Equity Cap — Annual Cash Flows

Projected Net Additions to PMTF Corpus
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eeeeee Net Cash Flow ««+++ Median Annual Real Return Net Addition to Corpus = = = Annual Addition Required for 1% Real Growth
Contribution Median Net Cash FHow Median Annual|Net Addition to Contribution Median Net Cash Fow Median Annual|Net Addition to
Assumption Distribution Real Return Corpus Assumption Distribution Real Return Corpus

Yearl  $85,740,000 -$331,712,338 -$245,972,338 $307,317,311 $61,344,973 Year 26 $257,100,000 -$523,307,208 -$266,207,208 $388,855,616 $122,648,408

Year2 $150,720,000 -$349,487,800 -$198,767,800 $315,843,145 $117,075,345 Year 27 $257,100,000 -$529,334,633 -$272,234,633 $398,923,425 $126,688,791

Year3 $257,000,000 -$362,883,606 -$105,883,606 $319,519,097 $213,635,491 Year 28 $257,100,000 -$532,882,511 -$275,782,511 $415,044,145 $139,261,634

Year4 $257,100,000 -$369,465,389 -$112,365,389 $308,921,572 $196,556,183 Year29 $257,100,000 -$539,699,982 -$282,599,982 $433,419,343 $150,819,361

Year5 $257,100,000 -$375,842,339 -$118,742,339 $301,959,175 $183,216,836 Year 30 $257,100,000 -$543,314,816 -$286,214,816 $441,227,961 $155,013,144

Year6 $257,100,000 -$382,867,604 -$125,767,604 $322,716,501 $196,948,897 Year 31 $257,100,000 -$549,929,120 -$292,829,120 $443,439,970 $150,610,850

Year7 $257,100,000 -$390,056,865 -$132,956,865 $332,606,342 $199,649,477 Year 32 $257,100,000 -$557,917,700 -$300,817,700 $417,768,270 $116,950,570

Year8 $257,100,000 -$398,201,241 -$141,101,241 $336,782,683 $195,681,441 Year 33 $257,100,000 -$562,490,693 -$305,390,693 $454,541,137 $149,150,443

Year9 $257,100,000 -$407,503,408 -$150,403,408 $294,665,044 $144,261,636 Year 34 $257,100,000 -$567,964,176 -$310,864,176 $458,958,651 $148,094,475

Year 10 $257,100,000 -$416,635,946 -$159,535,946 $343,340,833 $183,804,887 Year 35 $257,100,000 -$571,975,652 -$314,875,652 $435,654,077 $120,778,424

Year 11 $257,100,000 -$425,482,646 -$168,382,646 $368,251,610 $199,868,964 Year 36 $257,100,000 -$577,221,888 -$320,121,888 $478,908,027 $158,786,139

Year 12 $257,100,000 -$432,269,598 -$175,169,598 $349,897,442 $174,727,844 Year 37 $257,100,000 -$583,355,138 -$326,255,138 $463,250,833 $136,995,695

Year 13 $257,100,000 -$438,402,405 -$181,302,405 $347,926,025 $166,623,621 Year 38 $257,100,000 -$590,588,526 -$333,488,526 $462,416,783 $128,928,257

Year 14 $257,100,000 -$442,883,217 -$185,783,217 $361,051,510 $175,268,292 Year 39 $257,100,000 -$596,949,354 -$339,849,354 $464,864,641 $125,015,287

Year 15 $257,100,000 -$448,685,820 -$191,585,820 $363,507,388 $171,921,568 Year 40 $257,100,000 -$600,452,947 -$343,352,947 $435,229,839 $91,876,893

Year 16 $257,100,000 -$455,185,018 -$198,085,018 $364,436,278 $166,351,260 Year 41 $257,100,000 -$604,296,897 -$347,196,897 $455,306,869 $108,109,973

Year 17 $257,100,000 -$462,661,385 -$205,561,385 $385,803,776 $180,242,390 Year 42 $257,100,000 -$612,108,592 -$355,008,592 $474,840,126 $119,831,535

Year 18 $257,100,000 -$469,539,369 -$212,439,369 $379,391,155 $166,951,785 Year 43 $257,100,000 -$616,223,576 -$359,123,576 $504,336,752 $145,213,176

Year 19 $257,100,000 -$477,237,565 -$220,137,565 $408,704,881 $188,567,316 Year 44 $257,100,000 -$621,338,203 -$364,238,203 $460,004,464 $95,766,261

Year 20 $257,100,000 -$486,048,651 -$228,948,651 $375,407,080 $146,458,429 Year 45 $257,100,000 -$628,292,734 -$371,192,734 $478,370,237 $107,177,504

Year 21 $257,100,000 -$493,514,290 -$236,414,290 $395,076,746 $158,662,456 Year 46 $257,100,000 -$632,950,694 -$375,850,694 $490,545,923 $114,695,229

Year 22 $257,100,000 -$500,979,935 -$243,879,935 $382,558,778 $138,678,843 Year 47 $257,100,000 -$635,812,916 -$378,712,916 $475,596,673 $96,883,757

Year 23 $257,100,000 -$507,393,993 -$250,293,993 $410,375,175 $160,081,182 Year 48 $257,100,000 -$643,166,189 -$386,066,189 $496,033,857 $109,967,668

Year 24 $257,100,000 -$512,284,536 -$255,184,536 $395,380,834 $140,196,298 Year 49 $257,100,000 -$645,853,821 -$388,753,821 $482,574,758 $93,820,937

Year 25 $257,100,000 -$518,630,569 -$261,530,569 $416,776,401 $155,245,831 Year 50 $257,100,000 -$649,365,576 -$392,265,576 $465,771,473 $73,505,897
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Expanded Alts. — Annual Cash Flows

Projected Net Additions to PMTF Corpus
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eeeeee Net Cash Flow ««+++ Median Annual Real Return Net Addition to Corpus = = = Annual Addition Required for 1% Real Growth
Contribution Median Net Cash Fow Median Annual|Net Addition to Contribution Median Net Cash Fow Median Annual|Net Addition to
Assumption Distribution Real Return Corpus Assumption Distribution Real Return Corpus
Year 1 $85,740,000 -$331,712,338 -$245,972,338 $332,477,792 $86,505,454 Year 26 $257,100,000 -$554,274,896 -$297,174,896 $431,522,022 $134,347,125
Year2 $150,720,000 -$349,739,405 -$199,019,405 $333,215,670 $134,196,265 Year 27 $257,100,000 -$559,373,690 -$302,273,690 $467,483,602 $165,209,912
Year3 $257,000,000 -$363,588,579 -$106,588,579 $331,754,645 $225,166,066 Year 28 $257,100,000 -$563,852,408 -$306,752,408 $457,848,634 $151,096,226
Year4 $257,100,000 -$370,701,179 -$113,601,179 $337,636,332 $224,035,154 Year29 $257,100,000 -$570,891,756 -$313,791,756 $484,565,372 $170,773,616
Year5 $257,100,000 -$378,148,690 -$121,048,690 $324,886,096 $203,837,406 Year 30 $257,100,000 -$578,353,102 -$321,253,102 $513,538,190 $192,285,088
Year6 $257,100,000 -$385,714,218 -$128,614,218 $350,639,240 $222,025,022 Year 31 $257,100,000 -$585,128,123 -$328,028,123 $505,508,886 $177,480,763
Year7 $257,100,000 -$394,486,056 -$137,386,056 $351,435,243 $214,049,187 Year 32 $257,100,000 -$593,223,667 -$336,123,667 $464,776,053 $128,652,386
Year8 $257,100,000 -$403,689,322 -$146,589,322 $368,164,708 $221,575,385 Year 33 $257,100,000 -$600,513,289 -$343,413,289 $535,561,683 $192,148,394
Year9 $257,100,000 -$412,447,619 -$155,347,619 $333,325,809 $177,978,190 Year 34 $257,100,000 -$608,276,909 -$351,176,909 $511,789,450 $160,612,542
Year 10 $257,100,000 -$422,604,063 -$165,504,063 $382,753,815 $217,249,752 Year 35 $257,100,000 -$616,288,973 -$359,188,973 $512,012,526 $152,823,553
Year 11 $257,100,000 -$433,272,751 -$176,172,751 $396,498,986 $220,326,235 Year 36 $257,100,000 -$623,873,274 -$366,773,274 $553,223,658 $186,450,384
Year 12 $257,100,000 -$441,034,772 -$183,934,772 $386,994,337 $203,059,565 Year 37 $257,100,000 -$627,519,375 -$370,419,375 $540,204,420 $169,785,045
Year 13 $257,100,000 -$449,818,114 -$192,718,114 $395,537,199 $202,819,085 Year 38 $257,100,000 -$633,277,741 -$376,177,741 $523,719,599 $147,541,858
Year 14 $257,100,000 -$458,101,584 -$201,001,584 $387,323,846 $186,322,262 Year 39 $257,100,000 -$640,806,895 -$383,706,895 $535,332,682 $151,625,787
Year 15 $257,100,000 -$464,595,917 -$207,495,917 $405,499,075 $198,003,157 Year 40 $257,100,000 -$647,849,496 -$390,749,496 $524,073,045 $133,323,549
Year 16 $257,100,000 -$469,457,007 -$212,357,007 $415,758,432 $203,401,425 Year41 $257,100,000 -$655,464,972 -$398,364,972 $526,248,149 $127,883,178
Year 17 $257,100,000 -$478,197,695 -$221,097,695 $429,242,382 $208,144,687 Year42 $257,100,000 -$657,414,873 -$400,314,873 $543,678,239 $143,363,366
Year 18 $257,100,000 -$488,532,800 -$231,432,800 $423,134,788 $191,701,988 Year 43 $257,100,000 -$662,126,456 -$405,026,456 $574,606,297 $169,579,840
Year 19 $257,100,000 -$496,975,004 -$239,875,004 $444,650,615 $204,775,611 Year 44 $257,100,000 -$668,566,569 -$411,466,569 $541,411,808 $129,945,239
Year 20 $257,100,000 -$507,113,910 -$250,013,910 $417,817,020 $167,803,110 Year 45 $257,100,000 -$675,744,655 -$418,644,655 $543,623,894 $124,979,240
Year21 $257,100,000 -$516,187,778 -$259,087,778 $442,280,947 $183,193,169 Year 46 $257,100,000 -$682,432,217 -$425,332,217 $566,574,228 $141,242,011
Year 22 $257,100,000 -$523,497,280 -$266,397,280 $416,745,254 $150,347,974 Year 47 $257,100,000 -$691,321,058 -$434,221,058 $560,981,520 $126,760,462
Year 23 $257,100,000 -$531,070,599 -$273,970,599 $455,972,606 $182,002,007 Year 48 $257,100,000 -$696,724,577 -$439,624,577 $578,001,687 $138,377,110
Year 24 $257,100,000 -$539,146,270 -$282,046,270 $439,106,777 $157,060,507 Year49 $257,100,000 -$702,891,057 -$445,791,057 $552,003,851 $106,212,794
Year 25 $257,100,000 -$547,224,945 -$290,124,945 $482,782,178 $192,657,233 Year50 $257,100,000 -$707,429,872 -$450,329,872 $562,246,348 $111,916,476
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Net Additions to Corpus — Portfolio Comparison
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New Spending Policy Changes

Permanent Mineral Trust Fund
(Effective July 1, 2016)

No changes to actual dollars spent, only

changing where funds will be transferred

 2.5% of earnings guaranteed to the
General Fund

« Upto 1.25% of earnings in excess of

the 2.5% will go to LSPA and SIPA
each, for a maximum total of 2.5%.

« All residual earnings in excess of
5.0% will be transferred to the PMTF
Reserve Account.

Common School Perm. Land Fund
(Effective July 1, 2015)

No changes to total dollars spent, only
changing where funds will be transferred

 Atleast 2.5% of earnings and up to
3% guaranteed to the SFP

« SFP Reserve Account receives
residual earnings in excess of 3%.

Federal Mineral Royalties — Automatic
appropriation to the CSPLF-RA or SFP-RA
from Federal Mineral Royalties above or below
the $200 million cap equal to the extent to
which earnings exceed the spending policy
amount, or in the case of the SFP RA exceed
3%.

Effective July 1, 2014, excess over 90% of spending policy amount held in the PMTF &
CSPLF Reserve Accounts will be directed back to their respective corpus — effective
iImmediately (previously, the excess over 75% was transferred).
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PMTF Spending Policy, Effective FY17

Permanent Mineral

Trust Fund (PMTF)
Corpus Excess over 90% of SPA in

Reserve Account directed
back to PMTF corpus —
effective immediately

PMTF Investment
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Amount (SPA) = 5% of
five-year average value
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General
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earnings in excess of the (2.5%)
first 2.5% given to the
Account
_ receives
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Legislative 9) excess of SPA
N Investments (>5%)
Stabilization and

Reserve :
Projects

Account
(1.25%) Account




CSPLF Spending Policy, Effective FY16

Common School

Permanent Land Excess over 90% of SPA in

Reserve Account directed

Fund (CSPL F) \ back to CSPLF corpus —
Corpus \ effective immediately

— N ey
\ - =~
- ~
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difference
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Foundation CSPLE investment
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Spending Policy Terms

General Fund: Receives 2.5% of PMTF and CSPLF earnings of the previous five-year average
market value of the corpus. Funding of the General Fund receives priority over the SIPA and LSRA
within PMTF and SFP within CSPLF.

Strategic Investments and Projects Account (SIPA): Created by 2013 Wyoming Session Laws,
Chapter 73, Section 4, Section 300 (e). Receives up to 1.25% of PMTF earnings in excess of the
first 2.5% of the previous five-year average market value of the corpus. Funds within the account
shall only be expended by legislative appropriation. The governor may include appropriation
requests from funds available within the SIPA within his biennial budget requests for one-time
expenditures as deemed necessary.

Legislative Stabilization Reserve Account (LSRA): Receives up to 1.25% of PMTF earnings in
excess of the first 2.5% of the previous five-year average market value of the corpus. Created by
2005 Wyoming Session Laws, Chapter 191, Section 4, Section 301 (d). Funds within the account
shall only be expended by legislative appropriation.

School Foundation Program (SFP): Receives at least 2.5% and up to 3% of CSPLF earnings in
excess of the first 2% of the previous five-year average market value of the corpus. Created by
2014 Wyoming Session Laws, Chapter 26, Section 300 (g). Funds within the account shall only be
expended by legislative appropriation. Funds within the account shall be invested by the state
treasurer and all investment earnings from the account shall be credited to the general fund.
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