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DATE: January 26, 2012

TO: Members, Permanent School Fund Advisory Committee
FROM: Howard Bicker, State Board of Investment Z%é’/‘:
SUBJECT:  Impact of Contributions on Permanent School Fund

You requested that the SBI estimate the increase in earnings that would have been

generated by the Permanent School Fund if certain contributions had been made to the

| Fund.

Using the contribution history provided us, the SBI estimates that the Fund would have
generated $10.2 million more in FY 2011 earnings and would have a market value
$245.6 million larger than it is, based upon the assumptions listed below. The actual
spendable income generated for expenditures in FY 2011 was $22.8 million, and the
actual June 30, 2011 market value of the Fund was $785.1 million.

The SBI made the following assumptions to generate these estimates:
e All contributions occur on July 1 of each year shown.

e All ending balances before deduction are calculated as follows:
(Beginning balance + contribution) X (fiscal year return).

e Assumed Yield of 4% is deducted each year. Assumed yield represents dividend
and interest earnings. It is a proxy for spendable income.

¢ Assumed yield amount is calculated as follows:
(Ending balance before deduction) X (4%).

Please note that the SBI only invests the principal of the Fund. Minnesota Management
and Budget manages the Fund and generates the calculation for spendable income each
year. :




Effect of Increased Contributions on Permanent School Fund

Ending Balance, Ending Principal

Year Beginning Balance  Contribution’  Return  Before Deduction’ Assumed Yield® Balance
19811 $ S 1,200,000 7.87523%

S 5,000,000

$ 1,000,000

S 528,000

s 197,177 $ 8,549,302.92 $ 341,972.12 § 8,207,330.80
19821 8,207,330.80 S 197,177 34.63405% $ 11,315,329.23 § 452,613.17 S 10,862,716.06
1983} $ 10,862,716.06 S 197,177 0.95973% $ 11,166,038.18 § 446,641.53 § 10,719,396.65
1984/ $ 10,719,396.65 § 197,177 32.13015% S 14,424,085.14 § 576,963.41 ' $ 13,847,121.73
1985} $ 13,847,121.73 § 197,177 16.28919% S 16,332,001.24 §° 653,280.05 S 15,678,721.19
1986] $ 15,678,721.19 § 197,177 6.82063% v

S 1,500,000 $ 18,561,043.91 S 742,441.76 S 17,818,602.15
19871 S 17,818,602.15 $ 1,500,000 7.23066%

- s 197,177 $  20,926,898.79 & 837,075.95 S 20,089,822.84

1988/ $ 20,089,822.84 S 1,350,000 16.21961% :

s 197,177 . $ - 25,146,436.83 S 1,005,857.47 ' § 24,140,579.36
1989 § 24,140,579.36 § 1,650,000 6.27851%

$ 197,177 $ - 27,619,400.24 $ 1,104,776.01 § 26,514,624.23
1990| $ 26,514,624.23 $ 1,700,000 10.46831%

$ 197,177 $ 31,386,036.66 S 1,255,441.47 S 30,130,595.19
1991 $ 30,130,595.19 $ 3,800,000 15.10595%

s 1,940,000

3 197,177 ,

S 9,000,000 © $ 51,875687.33 § 2,075,027.49 § 49,800,659.83
1992] § 49,800,659.83 $ 1,980,000 * 16.07592% ’ '

S 197,177 .

S 9,000,000 ©'§ 70,780,585.10 $  2,831,223.40 S 67,949,361.70
1993} § 67,949,361.70 S 1,940,000 -3.10203% :

$ 197,177 , :

S 9,000,000 $ 76,633,250.54 ‘$  3,065330.02 S 73,567,920.52
1994( § 73,567,920.52 $ 1,400,000 14.10960%

S 197,177 ' :

$ 9,000,000 $  96,040,456.12 S 3,841,618.24 S 92,198,837,87
1995} § 92,198,837.87 $ 1,470,000 5.31406%

S 197,177

S 9,000,000 $ 108,332,376.62 S 4,333,295.06 S 103,999,081.56
19961 $ 103,999,081.56 '$ 1,700,000 8.49166% '

$ 197,177 v

S 9,000,000 $ 124,652,858.19 S 4,986,114,33 '$ 119,666,743.86
1997| $ 119,666,743.86 S 1,940,000 17.83458%

$ 35,000,000

$ 197,177

S 9,000,000 S 195,374,353.77 §  7,814,974.15 S 187,559,379.62
1998| § 187,559,379.62 § 1,560,000 14.00728%

$ 197,177 $ 215,834,656.79 § 8,633,386.27 S 207,201,270.52
1999 § 207,201,270.52 § 1,730,000 6.07635% § 221,626,665.77 S  8,865,066.63 S 212,761,599.14
2000{ $ 212,761,599.14 S 1,700,000 -2.57484% S 208,939,556.10 $ 8,357,582.24 $ 200,581,973.86
2001] $ '200,581,973.86 S 2,520,000 -6.24825% S 190,411,654.78 § 7,616,466.19 S 182,795,188.59
2002| § 182,795,188.59 § 2,440,000 6.31289% $ 196,928,882,28 $  7,877,155.29 $ 189,051,726.99
2003] $ 189,051,726.99 $ 2,550,000 10.20557% $ 211,155,775.36 S 8,446,231.01° § 202,709,544.35
2004( § 202,709,544.35 S 1,840,000 6.54512% $ 217,937,557.48 $ 8,717,502.30 $ 209,220,055.18
2005 $§  209,220,055.18 S 2,470,000 4.82268% S 221,899,189,14 S 8,875,967.57 $ 213,023,221.57
2006{ S 213,023,221.57 S 1,540,000 13.38167% S 243,275,363.82 S 9,731,014.55 S 233,544,349.27
2007{ § 233,544,349.27 § 4,160,000 -3.61065% $ 229,121,677.18 § 9,164,867.09 S 219,956,810.10
2008| § 219,956,810.10 S 4,810,000 -9.25316% $ 203,968,777.53 S  8,158,751.10 S 195,810,026.43
2009] § 195,810,026.43 $ 7,040,000 12.34725% $ 227,896,426.32 §  9,115,857.05 S 218,780,569.27
2010 § 218,780,569.27 S - 16.95868% S 255,882,865.91 S 10,235,314.64 $ 245,647,551.27
2011| S 245,647,551.27 . § - N/A N/A ’

Total Contributions
Assumed Annual Yield

Assumptions
(1) Ali contributions occurred onJuly 1 of each year.
(2) All ending balances before deduction are calculated as follows: {Beginning balance + contribution) x fiscal year return
{3) A 4% annual deduction represents dividend and interest earnings (i.e. Assumed Yield}.

(4) Assumed yield amount is calculated as follows: (Ending balance before deduction) x 4%

$ 167,507,186

4.00%

Total Payout

$ 150,159,807.57




Amount added to corpus Year added Corpus with additional sum Interest

$1.2 million
S5 million
S1 million

$1.5 million
$1.5 million
$1.35 million
$1.65 million
- $1.7 million
$9 million
$3.8 million
$1.94 million
1.98 million
$1.94 million
$1.4 million
$1.47 million
$1.7 million
$1.94 million
$35 million
$1.56 million
$1.73 million
$1.7 million
$2.52 million
$2.44 million
$2.55 million
$1.84 million
$2.47 million
$1.54 million
$4.16 million
$4.81 million
$7.04 million

1981
1981
1981
$528,000 1981 :
$197,177 Each year from 1981-1998
1986
1987
1988
1989
1990
Each year from 1991-1997
1991
1991
1992
1993
1994
1995
1996
1997
1997
1998
1999
12000
2001
2002
2003
2004
2005
2006
2007
2008
2009




County
Aitkin
Anoka
Becker
Beltrami
Benton

Big Stone
Bliue Earth
Brown
Carlton
Carver

Cass
Chippewa
Chisago
Clay
Clearwater. -
Cook
Cottonwood
Crow Wing
Dakota
Dodge
Douglas
Faribault
Fillmore
Freeborn
Goodhue
Grant
Hennepin
Houston
Hubbard
Isanti

Itasca
Jackson
Kanabec
Kandiyohi
Kittson
Koochiching
Lac qui Parle
Lake

Lake of the Woods
Le Sueur
Lincoln
Lyon
Mahnomen
Marshall
Martin
McLeod

Estimated Land/Property Value

138,087,300
601,335,200

263,132,500 -
262,115,800
53,052,200

79,379,300
60,068,600

138,952,484

123,340,200
86,718,300
209,000,000

147,244,900

2,339,308,100

87,429,800
458,900,000

126,693,700
129,118,600
153,179,900
44,813,430

6,148,374,700

110,601,400

34,786,800
30,752,100
88,326,300

421,985,400

-126,411,000
208,351,200
28,160,600

140,584,550




Meeker
Mille Lacs
Morrison
Mower
Murray
Nicollet
Nobles
Norman
Olmsted
Otter Tail
Pennington
Pine
Pipestone
Polk

Pope

_ Ramsey
Red Lake
Redwood
Renville
Rice

Rock
Roseau
Scott
Sherburne
Sibley

St. Louis
Stearns
Steele
Stevens
Swift
Todd
“Traverse
Wabasha
Wadena
Woaseca
Washington
Watonwan
Wilkin

" Winona
Wright
Yellow Medicine

14,980,100
156,077,600
196,463,600
1113,023,500

741,125,900

170,759,300
55,973,300
619,943

2,994,518,800
173,757,300

46,433,900
820,545,200
270,223,700
100,000,000

1,084,486,100
151,793,300
117,141,700

1,552,776,100
52,273,348
84,188,700
59,172,700
81,346,900
510,636,600
73,349,818
37,898,200

636,534,400
102,877,500
23,239,181,873




Area of lost revenue Price in year 2011 Price (adjusting for inflation Acres Annual? Years of lost revenue # of years
LAND _

BWCAW $35 million in 1997 $100,000,000 (currently under con: 93,260 One time 1981-2011 30
State parks (not exchanged) , 685 1981-2011 30
Hill-Annex Mine State Par.53,000 (S5 per acre in 1997) 54,200 633 Annual  1981-2011 30
State parks (1st exchange $1.2 million at time of exchange $2,065,000 5,357 Onetime 1981-1990s 25
State parks (2nd mxn_._m:m,m $4-5 million in 1997 $5,600,000-7,000,000 5,745 One time . 1981-2006 25
‘Nerstrand Big Woods Stat S1 million in 1989 5$1,814,000 460 Onetime 1981-2006 25
Itasca State Park $528,000 in 1989 , $957,800 613 Onetime 1981-2006 25
Lakeshore leases S5 million accessed value in 1986 $10,262,000 546 Annual 1981-1998 17
Peatland $3.8 million in 1997 : $5,325,000 50,000 One time 1991-2011 20
Forestry Account $54.43 million : $73,100,000 Over time 1986-2009 23
INVESTMENT

SBI: Not having 50% stock $3-9 million $5,000,000-$15,000,000 Annual *©  1991-1997 6




