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It is not anticipated that a federal import tax on imported oil 
would generate increased ex p en ditures from either the operating or 
capital budgets. The tax w o ul d increase income to the state 
treasury by increasing the well he ad  price of Alas ka  oil. Actual 
m o netary benefits will d epend upon the actual amount of the 
proposed tariff and the pr oj ec te d we ll h ea d price. At this time 
it is not known if the w e l l h e a d  price of Alaskan crude could 
adjust to m a t c h  the tariff increase. Thus, all that can be said 
is that for every one dollar increase in wellhead prioe, between 
$135 milli on  and $150 million'would* annually accrue to the stu+-e 
treasury as a result of increased^royalties and severance taxes. 
As su mi ng  a ten dollar per b a r re l tariff and a full co rresponding 
adjustment to w e ll h e a d  prices, at current production levels, the 
state w o u l d  receive about $1.35 to $1.50 billion dollars 
annually.

By raising the we ll h e a d  price of domestic oil, and in effect, 
creating a floor price for domestic oil, the federal tariff would 
also encourage (1) more intensive drilling and production in 
existing reservoirs; (2) de velopment of marg in a l fields near 
Prudhoe Bay, such as offshore Lisburne, Pt. Thompson, and Gwyder 
Bay; and (3) ex ploration in mor e remote, wildcat areas.
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B Y  J0 S E P H S 0 N ,  KELLY, H A L F O R D
1 IN T H E  S E N A T E  A N D  S T U R G U L E W S K I

2 S E N A T E  J O I N T  R E S O L U T I O N  NO. 8

3 IN  T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF  A L A S K A

4 F I F T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 R e l a t i n g  to a f e d e r a l  t ax o n  i m p o r t e d

6 o i l .

7 B E  IT R E S O L V E D  BY  T HE L E G I S L A T U R E  O F  T H E  S T A T E  OF ALASKA:

8 W H E R E A S  r a p i d l y  f l u c t u a t i n g  oi l  p r i c e s  c r e a t e  an  u n s t a b l e  e n v i r o n m e n t

9 in A l a s k a  a nd the U n i t e d  States f or b u s i n e s s  p l a n n i n g  a n d  i n v e s t m e n t  a nd

10 t h r e a t e n  the s t a b i l i t y  of the d o m e s t i c  p e t r o l e u m  e x p l o r a t i o n  a nd d e v e l o p -

11 ment industry, the st a b i l i t y  of w h i c h  is v i t a l  to the n a t i o n a l  security;

12 and

13 W H E R E A S  the c o n t i n u a t i o n  of e n e r g y  c o n s e r v a t i o n  m e a s u r e s  an d  f u r t h e r

14 d e v e l o p m e n t  of a l t e r n a t i v e  e n e r g y  t e c h n o l o g i e s  c o u l d  be j e o p a r d i z e d  by

15 sharp d e c l i n e s  in oil p r i ces; and

16 W H E R E A S  the f e d e r a l  g o v e r n m e n t  n e e d s  a d d i t i o n a l  r e v e n u e  to r e d u c e  the

17 f e d e r a l  d e f i c i t  and the threat of a n o t h e r  p e r i o d  of h i g h  inflation; a n d

18 W H E R E A S  A m e r i c a n s  face the p r o s p e c t  of s i g n i f i c a n t  b u d g e t  r e d u c t i o n s

19 in federal p r o g r a m s  that are v i t a l  to the h e alth, e d u c ation, a nd w e l f a r e  of

20 man y  A m e r i c a n s ,  but the i m p o s i t i o n  of a n  oil i m p o r t  tax w o u l d  m o d e r a t e  the

21 s e v e r i t y  of these reductions; and

22 W H E R E A S  a p r e c i p i t o u s  d e c l i n e  in o il p r i c e s  r e sults in m a j o r  reduc-

23 tions in r e v e n u e  to o i l - p r o d u c i n g  states, s u b j e c t i n g  them to u n d u e  hard-

24 ships in p r o v i d i n g  the g o v e r n m e n t a l  s e r v i c e s  and i n f r a s t r u c t u r e  s u p p o r t

25 n e e d e d  to c o n t i n u e  the p r o d u c t i o n  of  d o m e s t i c  oil at the same time that

26 these states are b e i n g  g i v e n  e x p a n d e d  r e s p o n s i b i l i t y  as a result of dimin-

27 i s h i n g  federal p a r t i c i p a t i o n  t h r o u g h  r e v e n u e - s h a r i n g  and s i m i l a r  programs;

28 B E  IT R E S O L V E D  that the A l a s k a  S t a t e  L e g i s l a t u r e  e n c o u r a g e s  the U n i t e d

29 States C o n gress to i m p o s e  a f e d e r a l  tax o n  i m p o r t e d  oil, t he r e v enue to be

S J R 0 0 8 a  - 1 -  S JR  8



1 used to r e d u c e  the federal deficit.

2 C O P I E S  of this r e s o l u t i o n  s h all be sen t  to the H o n o r a b l e  R o n a l d

3 Reagan, P r e s i d e n t  of the U n i t e d  States; the H o n o r a b l e  G e o r g e  Bush, Vice-

4 P r e s ident of  the U n i t e d  States a n d  P r e s i d e n t  of the U.S. Senate; the Honor-

5 able J im W r i g h t ,  S p e a k e r  of t he U.S. H o u s e  of  R e p r e s e n t a t i v e s ;  the

6 H o n o r a b l e  R o b e r t  Byrd, M a j o r i t y  L e a d e r  of t he U.S. Senate; and to the

7 H o n o r a b l e  T e d  S t evens and the H o n o r a b l e  F r a n k  Mur k o w s k i ,  U.S. Senators, an d

8 the H o n o r a b l e  D o n  Young, U.S. R e p r e s e n t a t i v e ,  m e m b e r s  of the A l a s k a  d e lega-

9 tion in Congress.
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FISCAL NOTE
REQUEST:___________________________________________________________________

Revis ion Date:__________________________  Agency A f fe c te d :  Revenue

STATE OF ALASKA BILL VERSION: SJR 8
1S86 LEGISLATIVE SESSION PUBLISH DATE: ____________

T i t l e :  Re la t ing  to  a fece ra l tax  on BRU:
imported o i l .

Sponsor: Josephson, e t  al Components:
Requestor: Senate Finance

EXPENDITURES/REVENUES: (Ihousanas o f  D o l la rs )
1 1 FY 8b 1 FY 6S> | FY SO | FY SI I FY S2 I FY 93
I OPERATING T 1 1 1 1 1
I PERSONAL SERVICES 1 , -  | 1 1 ~ ! •
1 TRAVEL 1 - 1 -  1 -  | - i -  | -
I CONTRACTUAL 1 - 1 -  1 | 1 -  1 -
1 SUPPLIES I - 1 -  1 -  | - I -  | -
I EQUIPMENT 1 - 1 -  1 1 -
I LANDS & STRUCTURES 1 - 1 -  1 -  | - 1 -  | -
I GRANTS, CLAIMS 1 - 1 -  1 1 j — j -
I MISCELLANEOUS 1 - 1 -  ! 1 1 — j -
I TOTAL OPERATING 1 - 1 -  1 -  1 - i “  1 -

I CAPITAL I | _ | -  1 i -  i

I REVENUE 1 I 807.81 bbS.4| 634.41 592.61 528.1

FUNDING: (Thousands o f  D o l la rs )
[ GENERAL FUND 1 1 -  1 -  i - i -  i -
1 FEDERAL FUNDS 1 - 1 -  1 -  1 - i -  i -
1 OTHER 1 - 1 -  1 -  1 i -  i -
I 10TAL 1 - 1 -  1 -  1 - i -  i -

POSITIONS:
1 FULL-TIME I 1 -  1 -  1 i -  i
1 PAkT-TIME i - 1 -  1 -  1 - i -  i —

I TEMPORARY 1 - 1 -  1 -  1 - i -  i -

ANALYSIS: (A ttach  a separate page i f  necessary)

(see a ttached)

Prepared By: Royce B. W e lle r Phone: 465-2300
D iv is io n :  Commissioner s O ff ic e Date: 03/02/88

Approved by Commissioner: hugh Mai on# 9  ^ ------Date: 03/02/88
Agency: Department of Revenue / V

D is t r ib u t io n  (by p re p a re r) :
L e g is la t iv e  Finance 
L e g is la t iv e  Sponsor 
Requestor
O f f ic e  of Management ano Budget
Impacted Agency(ies) page 1 o f  2



SJR 8 Fiscal Note Analysis

Current l e g is l a t io n  t o  tax  Imported o i l  amounts to  an approximate 

$5/bb l charge based on c u r re n t  o i l  p r ic e s .  This f i s c a l  note assumes 

th a t  t h is  tax  re s u l ts  1n a d o l la r  f o r  d o l la r  Increase o f  $5/bbl 1n 

the p r ic e  o f  Alaskan o i l  over what 1 t would have been In the absence 

of the  ta x .  The revenue Impacts are based on March p ro je c t io n s  o f 

Alaska North Slope p roduc tion  and Inc lude  on ly  the  Impact on 

ro y a l t ie s  and severance ta x .

The Import tax  on petro leum and petro leum products would w ith o u t  a 

doubt help prevent what could be an abrup t and severe d is lo c a t io n  1n 

the Alaskan economy due to  the ta x  base e ros io n ,  deva lua tion  of 

S ta te  r o y a l t ie s ,  and d e c l in e  1n o i l  In d u s t ry  a c t i v i t y  which may 

r e s u l t  from the recent o i l  p r ic e  p lunge. However, a c le a r  m a jo r i ty  

o f  economists fe e l  such a tax  1s on balance not a good Idea fo r  the  

n a t io n  as a .who le . This department cannot eva lua te  the  sho r t  and 

long term e f fe c ts  on Alaska which may r e s u l t  from p o l i t i c a l  

cons ide ra t ions  r i s in g  out o f  economic consequences on the n a t io n a l 

scene.
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TOTAL OPERATING -0- -0- -0- -0- -0- ..-0- i

CAPITAL (
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FUND ING : (Thousands o f Dollars)
GENERAL FUND 
FEDERAL FUNDS 
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PO S IT IO N S :
FULL-TIME
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TEMPORARY

ANALYSIS : (Attach a separate page i f  necessary)
* SEE ATTACHED

/J
j Prepared by: Jemes E. Eason 
Division: Oil and Gas____

P h o n e : 7 6 2 : 4 2 4 1 ............ .

Date: February 24, 1907

Approved by Commissioner:
Agency: Natura l Resources

fyJHw- J ) Date; W z i l l l i
l — > —A i." x •_ •»*» i

Distribudon (by preparer) :  
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget 
Impacted Agency(ies)
Senate Secretary

F E B  2 3  1987

L E G IS L A T IV E  F IN A N C E
page. of



It is not anticipated that a federal import tax on imported oil 
would g enerate increased expenditures from either the operating or 
capital budgets. The tax would increase income to the state 
treasury by increasing the wel lh ea d price of Alas ka  oil. Actual 
m onetary benefits will depe nd  upon the actual amount of the 
proposed tariff and the projected w e l l h e a d  price. A t  this time 
it is not known if the we l lh ea d price of Alas ka n  crude could 
adjust to match the uariff increase. Thus, all that can be said 
is that for every one dollar increase in well he ad  price, between 
$135 mill io n and $150 million w o u l d  annually accrue to the sta^e 
treasury as a result of increased royalties and severance taxes* 
A ssuming a ten dollar per barrel tariff and a full corresponding 
adjustment to wellhead prices, at current production levels, the 
state w o u l d  receive about $1.35 to $1.50 billi on  dollars 
annually.

By raising the w e l l h ea d price of domestic oil, and in effect, 
c i t i n g  a floor price for domestic oil, the federal tariff would 
also encourage (1) more intensive dr illing and production in 
existing reservoirs; (2) de velopment of ma r gi na l fields near 
Prudhoe Bay, such as offshore Lisburne, Pt. Thompson, and Gwyder 
Bay; and (3) exploration in more remote, wild ca t areas.

Page 2 of 2



ALASKA STATE SENATE
W H I L E  I N  J U N E A U  

P . O .  BO X  V 
J U N E A U .  A L A S K A  9 9 8 1 1  

( 9 0 7 ) 4 6 3 - 4 3 2 3

S e n a t e  F i n a n c e  
M a r c h  4, 1 9 8 8

O I L  I M P O R T  F E E  R E S O L U T I O N

O i l  I m p o r t s :

— I n  198 5 ,  t h e  U n i t e d  S t a t e s  i m p o r t e d  4 . 9  m i l l i o n  
b a r r e l s  o f  o i l  p e r  day, a b o u t  3 0 %  o f  o u r  t o t a l  
c o n s u m p t i o n .

— I n  198 7 ,  t h e  U n i t e d  S t a t e s  i m p o r t e d  a l m o s t  7 m i l l i o n  
b a r r e l s  o f  o i l  p e r  day, n e a r l y  4 0 %  o f  t o t a l  
c o n s u m p t i o n .

— E x p e r t s  t e l l  u s  t h a t  o i l  i m p o r t s  c o u l d  c o m p r i s e  as 
m u c h  a s  5 0 %  o f  t h e  U n i t e d  S t a t e s '  c o n s u m p t i o n  b y  1990.

B e n e f i t s  o f  a F e d e r a l  T a x  o n  I m p o r t e d  Oil;
( H o u s e  R e s e a r c h  M e m o ,  2 / 7 / 8 6 )
— e s t i m a t e d  f e d e r a l  r e v e n u e s  o f  $26 m i l l i o n  p e r  d a y  
(on p r o j e c t e d  i m p o r t s  o f  3.3 m i l l i o n  b a r r e l s  p e r  d a y  
o f  c r u d e  o i l  a n d  1 . 9  m i l l i o n  b a r r e l s  p e r  d a y  o f  
r e f i n e d  p r o d u c t s  i n  1986, a t  $ 5 / b a r r e l  t a x ) ;

— t h e  p o t e n t i a l  f o r  r e d u c i n g  t h e  f e d e r a l  b u d g e t  d e f i c i t  
a n d  t h e r e b y  l o w e r i n g  i n t e r e s t  r a t e s ;

— a s t a b i l i z i n g  e f f e c t  o n  t h e  U . S .  o i l  i n d u s t r y  a n d  
i t s  e m p l o y m e n t  w h i c h  h a v e  b e e n  b a d l y  b r u i s e d  u n d e r  
c u r r e n t  d e c l i n e s  i n  c r u d e  o i l  p r i c e s ?

— e n c o u r a g e m e n t  o f  d o m e s t i c  o i l  e x p l o r a t i o n  a n d  
p r o d u c t i o n ;

— l e s s  l i k e l y  f a i l u r e  o f  b a n k s  h e a v i l y  b u r d e n e d  w i t h  
e n e r g y  l o a n s ;

— e n h a n c e d  r e v e n u e s  t o  e n e r g y - p r o d u c i n g  s t a t e s  s u c h  as 
A l a s k a ,  T e x a s ,  C a l i f o r n i a ,  L o u i s i a n a ,  a n d  O k l a h o m a .

R e v e n u e  I m p l i c a t i o n s  f o r  A l a s k a ;

— I f  t h e  w e l l h e a d  p r i c e  o f  A l a s k a n  c r u d e  c o u l d  a d j u s t  
t o  m a t c h  t h e  t a x  i n c r e a s e ,  f o r  e v e r y  $1 i n c r e a s e  i n  
w e l l h e a d  p r i c e s ,  b e t w e e n  $ 1 3 5  m i l l i o n  a n d  $ 1 5 0  m i l l i o n  
w o u l d  a c c r u e  t o  t h e  S t a t e  t r e a s u r y  a s  a r e s u l t  of 
i n c r e a s e d  r o y a l t i e s  a n d  s e v e r a n c e  t a x e s .

- - A t  c u r r e n t  p r o d u c t i o n  l e v e l s ,  a s s u m i n g  a $ 5 / b a r r e l  
i m p o r t  fee, t h e  S t a t e  c o u l d  r e c e i v e  a s  m u c h  a s  $ 7 5 0  
m i l l i o n  a y e a r .

J O E  P. J O SE P HS O N
D I S T R I C T  H A N C H O R A G E  

3 1 1 1  C S T R E E T .  S U I T E  3 5 0  
A N C H O R A G E ,  A L A S K A  9 9 3 0 3  

( 9 0 7 ) 5 6 1 - 7 6 1  I
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