


B I L L  # I T E M D O L L A R  A M O U N T

G o v e r n o r  

F r e e m a n ,  H B  1

R a n d o l p h ,  H B  24

F e r g u s o n ,  S B  33 
M o s s ,  H B  8 5

K e r t t u l a ,  S B  26

G o v e r n o r

F i s c h e r ,  S B  159 

G o v e r n o r  S B  141 

G o v e r n o r  

G o v e r n o r ,  S B  67

G o v e r n o r

G o v e r n o r

G o v e r n o r

o f  w h i c h  4.0 

** of w h i c h  3.0

P e r m a n e n t  F u n d $ 1 . 8  b i l l i o n

P e r s o n a l  L o a n s  

E d u c a t i o n  E n d o w n m e n t

1 . 0  b i l l i o n

5 . 0  b i l l i o n  *

P o w e r  P r o j e c t  F u n d

B o n d  D e f e a s a n c e  

( C o l l e t t a ,  S B  13,
$ 2 9 0  m i l l i o n )

K n i k  A r m  C r o s s i n g

F i s h e r i e s  R e v o l v i n g  F u n d

M u n i c i p a l  A s s i s t a n c e

C a s h  D i s t r i b u t i o n  of 
O i l  B o n u s e s

H o u s i n g  A s s i s t a n c e  

( T o t a l  L o a n  P r o g r a m s ,
$ 4 0 0  m i l l i o n )

R a i n y  D a y  &  L i t i g a t i o n  E s c r o w

O p e r a t i n g  B u d g e t  

( T o t a l :  2.2 b i l l i o n )

4 . 6  b i l l i o n  * *  

9 0 5  m i l l i o n

1 . 1  b i l l i o n  

1 0 0  m i l l i o n  

1 3 3  m i l l i o n  

77 m i l l i o n

2 8 9  m i l l i o n

6 5 0  m i l l i o n  

1 . 8  b i l l i o n

1 7 . 4 5  b i l l i o n

b i l l i o n  is i n  f u t u r e  y e a r s '  a p p r o p r i a t i o n  

b i l l i o n  is i n  f u t u r e  y e a r s '  a p p r o p r i a t i o n

1 0 . 4 5  b i l l i o n
t h i s  y e a r



THE LEGISLATURE
BUKtim m n  conmm

D A T E :  F e b r u a r y  5, 1 9 8 l

T O :  H o n o r a b l e  S a m  C o t t e n

C h a i r m a n

H o u s e  F i n a n c e  C o m m i t t e e

MB
F R O M :  M i l t  B a r k e r y  F i s c a l  A n a l y s t

L e g i s l a t i v e  F i n a n c e  D i v i s i o n

S U B J : F u n d s  A v a i l a b l e  f o r  A p p r o p r i a t i o n

M E M O R A N D U M

T h e  a t t a c h e d  T a b l e  I is a s i m p l i f i c a t i o n  o f  p a g e  7 i n  t h e  
F Y  82 E x e c u t i v e  B u d g e t  w h i c h  s h o w s  t h e  a m o u n t  o f  g e n e r a l  

f u n d s  a v a i l a b l e  i o r  a p p r o p r i a t i o n  as p r e s e n t e d  b y  t h e  

G o v e r n o r .

H o w e v e r ,  b a s e d  o n  t h e  t w o  a t t a c h e d  l e g i s l a t i v e  f i n a n c e  

m e m o s ,  t h e  a m o u n t s  i n  T a b l e  I c o u l d  b e  i n c r e a s e d  as 

f o l l o w s :

A v a i l a b l e  f o r  

A p p r o p r i a t i o n

T a b l e  I 
D e c o n t r o l

U n d e r e s t i m a t e s
P e t r o l e u m  C o r p o r a t e  

I n c o m e  T a x  

I n t e r e s t  I n c o m e

$ 6 , 0 1 4 . 1  m i l l i o n
185.2 

S'6,199.3

5 9 6 . 0

1 7 0 . 5

C a s h

$ 5 , 6 6 5 . 2  m i l l i o n

185.2 
$ 5 , 8 5 0 . 4

5 9 6 . 0

1 7 0 . 5

$ 6 ,9 6 5 . 8  m i l l i o n $ 6 ,6 1 6 . 9  m i l l i o n

T o t a l  p e t r o l e u m  c o r p o r a t e  i n c o m e  ta:: r e c e i p t s  t h r o u g h  F Y  82 

a r e  e s t i m a t e d  a t :

" R e v e n u e  S o u r c e s "  
D e c o n t r o l

U n d e r e s t i m a t e

$ 2 , 4 5 3 . 0  m i l l i o n  

5 1 . 1  
$ 2 , 4 6 4 . 1  

5 9 6 . 0

$ 3 , O b O .1 m i l l i o n  

T h e s e  a m o u n t s  a r e  s u b j e c t  t o  l i t i g a t i o n ,  

a t t a c h m e n t



T A B L E  I 

G E N E R A L  F U N D  B A L A N C E S  
($ M I L L I O N S )

General Fund Balance 6/30/80

A v a i l a b l e  f o r  

A p p r o p r i a t i o n  C a s h

$ 2 , 2 2 1 . 6  $ 1 , 4 3 8 . 7

C a s h

F Y  81

U n r e s t r i c t e d  R e v e n u e 3 , 6 3 1 . 0  3,6;,1.0

( 4 , 7 9 3 . 6 ) 1 ( 4 , 3 4 1 . 6 )

  ( 1 8 .0 )

( N e t  of P e r m a n e n t  F u n d s )  
A p p r o p r i a t i o n s  

I l l i q u i d  I n v e s t m e n t

G e n e r a l  F u n d  B a l a n c e  6 / 3 0 / 8 1 $ 1 , 0 5 9 . 0  $ 7 1 0 . 1

F Y  82

U n r e s t r i c t e d  R e v e n u e $ 4 , 9 5 5 . 1 $ 4 , 9 5 5 . 1
( N e t  o f  P e r m a n e n t  F u n d s )

G e n e r a l  F u n d  3 a l a n c e  $ 6 , 0 1 4 . 1  $ 5 , 6 6 5 . 2
( B e f o r e  1 9 8 1  S e s s i o n  A p p r o p r i a t i o n s )

F o o t n o t e :

1. C e r t a i n  a p p r o p r i a t i o n s  t o  A H F C ,  A I D A ,  a n d  f o r  f i s h  p r o c e s s i n g  
l o a n  g u a r a n t e e s  w e r e  m a d e  f r o m  i l l i q u i d  a s s e t s .

P R E P A R E D  BY:

L e g i s l a t i v e  F i n a n c e  D i v i s i o n  

F e t r u a r y  5, 1981.
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SENATE STATE AFFAIRS COMMITTEE HEARING 

ON

1. DEPOSITS IN THE PERMANENT FUND: 2. PAYING CASH FOR CAPITAL IMPROVEMENTS

February 21, 1981

Testimony by Harold E. Pomeroy

Our fu tu re  i s  b r ig ht  i f  we don' t  spend b i l l i o n s  and b i l l i o n s  of d o l la r s  

unproductively  t r y in g  to create an a r t i f i c i a l  d est iny  f o r  Alaska.

Right now we are misreading the s ignals.

There i s  popular b e l ie f  that i f  we j u s t  do the r i g h t  th in g s  we can achieve

a prosperous,  d i v e r s i f i e d  and renewable '•t.sources ei nomy, including renewable 

resource production and processing-manufacture. T h i s  means, of course, pro­

ducing goods f o r  export.

We are negligible producers of processed-manufactured goods - with few 

exceptions, relative to our resource production and services economy, due to 

far higher costs here than elsewhere - costs that cannot be cured by spending 

money. Where the potential for competitive position in the market is 

lacking, direct and indirect aid is only creating artificial viability that 

can last only until the money runs out.

The wrong signal is that somehow, if we just put enough money into articial

viability in the direction of diversification and renewable resource pro­

cessing we can turn a liability into an asset. The result is the false 

assumption that taxes generated out of ihese areas of activity will be able 

to make up for less oil income in the future.

The hard fact is that there is no basis whatever for believing the aggregate 

of all tax revenue from all sources, other than oil production will increase 

the approximate 1/10 of our expenditures such revenues now pay(by an appreciable 

amount, if at all - unless taxes are raised drastically.
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Harold'E. Pomeroy

Take the molybdenum mine soon to be es ta bl i sh ed  near Ketchikan. Though 

one of the l a r g e s t  d eposi t s  anywhere, molybdenum won't be m. de there; the 

concentrate w i l l  go Outside f o r  processing f o r  reasons of economy. Would 

we increase taxes on the plant two o r  three or more times in the fu tu re  

to  make both ends meet due to l e s s  o i l  income?

Our f u tu re  economic s t a b i l i t y  r e s t s  heavi ly  on the reason the quest ion has 

to be asked.

There w i l l  be a few ind iv idu al  exceptions to the revenue potential  o ve ra l l  

-  p lants  with p r o f i t s  coming from huge investments  and very  few workers.

We can be encouraged about the fu tu re  i f  we take the r i g h t  signal from the 

dramatic increase in the amount of o i l  income from even two years ago. A 

Permanent Fund that  generates a sub sta nt ia l  part  of fu tu re  needed revenue 

i s  practical  -  with room also  f o r  such b ene f i t s  as no personal income tax 

and some d es i rab le  capital improvements th at  are cost  e f fe c t i ve .

Our tremendous good fortune in quanti ty  of o i l  money i s  that we can make 

massi ve  ear ly  years  deposits  in the Permanent Fund, accumulate the i n t e r e s t  

and a r r i v e  at a to ta l  of  as much as $125 b i l l i o n  to produce $13 b i l l i o n  or 

$14 b i l l i o n  in annual revenue from then on.

We should place the highest  p r i o r i t y  on action to secure as strong a f in a n ­

cial fu tu re  as p o s s ib le ,  ra the r  than to grab more toward a ta x le ss  society  

and what amounts, in d i r e c t l y ,  tocolossal  price support f o r  economic e n te rp r i s e  

that s ;niply i s n ' t  economically v iable  in the open market.
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PERMANENT FUND

I. II.
$2 B’ 11 ion 54 B i l l i o n

at 11 % compounded

I I I .

I

BUDGET GROWTH

IV.

$2 B i l l i o n  -  at 111 
rate of increase

$2 B i l l i o n  -  at 15;' 
rate  of increase

Yrs

5 $3 37 $6.74 $3,37 $4.02

10 $5.68 $11.36 $5,68 $8.09

15 $9.57 $19.14 $9.57 $16.27

20 $16.12 $32.29 $16.12 $32.73

I. At the end of 20 years the $16.12 would produce $1,67 b i l l i o n  yearly  -  from then on,

I I I .  The $1.67 b i l l i o n  would not go very  f a r  toward funding the $16.12 b i l l i o n  budget.

The 11% ra te  of increase may not be enough f o r  i n f l a t i o n  and population growth and would allow zero

f o r  real growth.

IV. At 15% growth, $120 b i l l i o n  in the Permanent fund would produce about $13 b i l l i o n  in earnings revenue 

toward the $32.73 b i l l i o n  budget

February 21, 1981 

Harold E Pomeroy


	SSTA12 SB 21



