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S E N A T E  F IN A N C E  
C O M M IT T E E  ^

Amendment Number:-----J  1-LS0153\H.2 ^
Bill Number:X^lii^iMQiy)cook/Chcnowcth 
S p o n s o r : p g e : 4 / J . f f i  ? 5/15/99
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A M E N D M E N T

O F F E R E D  IN  T H E  S E N A T E  B Y  S E N A T O R  T O R G E R SO N

TO: C SSSH B  96(FJN) Mov/etl loci / V
10 (c  ef c /  . ^ o e f ' T e o

1 Page 1, fo llowing line 7:

2 Insert new bill sections to read:

3 " *  Section 1. AS 37.05.530(g) is am ended to read:

4  (g) Am ounts received by the state under 42 U.S.C. 6508 and not appropriated

5 for grants to municipalities under (d) o f  this section lapse at the end o f each fiscal

6 year as follows:

7 (1) 25 T501 percent to the principal o f  the A laska perm anent fund;

8 (2) .5 percent to the public school trust fund (AS 37.14.110); and

9 (3) the remainder to the general fund for use by the state for the

10 fo llow ing  facilities and services:

11 (A) planning;

12 (B) construction, maintenance, and operation o f  essential public

13 facilities; and

14 (C) other necessary public services.

15 * Sec. 2. AS 37.05.550(b) is am ended to read:

16 (b) T he  legislature may appropriate to the fund m oney received by the state

17 as A laska  m arine highway system program receipts or from a settlement or final

18 jud ic ia l  determ ination o f the D inkum  Sands case (United States v. A laska) and the

19 North  Slope royalty case (State v. A m erada Hess, et al.) and not deposited into the

20 A laska perm anent fund under AS 37.13.010(a)(1) [AS 37.13.010(a)(1) or (2)] or into

21 the public  school trust fund under AS 37.14.150."

22 Page 1, line 8:

23 D elete  "Section 1. "

24 Insert "Sec. 3."

L - 1-
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R enum ber the fo llow ing  bill sections accordingly.



ALASKA STATE LEGISLATURE 
House of Representatives

COMMITTEE ASSIGNMENTS

LABOR JCOMMERCE COMMITTEE. CHAIRMAN 
JUDICIARY COMMITTEE. MEMBER 
LEGISLATIVE COUNCIL. MEMBER
SPECIAL COMMITTEE ON UTILITY RESTRUCTURING. MEMBER 
SPECIAL COMMITTEE ON ECONOMIC DEVELOPMENT 4 

TOURISM. MEMBER

o-mail: Rflpresenlalive.Norman_Rokoborgaiegis.slalo.aK.us

Representative Norman Rokeberg

i-ifc %

INTERIM:
716 WEST 4TH AVENUE. SUITE 640 
ANCHORAGE. AK 90501 
PHONE- (907) 269*0! 17 
FAX: (907) 269-0119

SESSION.
ALASKA STATE CAPITOL 
JUNEAU. AK 99001.1182 
PHONE: (907) 465-4068 
FAX: (907) 465-2040

May 13, 1999

Mr. Jim Kelly
Director o f  Com m unications 
Alaska Perm anent Fund Corporation 
SOI West 10!h Street, Suite 302 
Juneau, A K  99801

Dear Mr. Kelly:

I am writing to request detailed information regarding the effects o f  House Bill 96 (returning the 
percentage o f  mineral royalties contributed to the Permanent Fund to 25 percent) on future individual 
Permanent Fund Dividends.

You have recently  written that there wiil be zero impact on per capita dividends in 2000, and a 
reduction o f  about S 1.70 in 2001. I would appreciate a run out o f  what the dividends will be both with 
and without H ouse Bill 96 in effect— as a comparison— for the next 20 years.

I am aw are you arc busy working on the “ Alaska Plan,” but m y bill may be used as a part o f  that plan 
and this inform ation would be extremely helpful.

Representative N orm an  Rokeberg 
Alaska State Legislature 
House District 11



ALASKA STATE LEGISLATURE 
House of Representatives

LABOR ^COMMERCE COMMITTEE. CHAIRMAN 
JUOlClARY COMMITTEE. MEMBER 
LEGISLATIVE COUNCIL. MEMBER
SPECIAL COMMITTEE ON UTILITY RESTRUCTURING. MEMBER 
SPECIAL COMMITTEE ON ECONOMIC DEVELOPMENT A

c o m m it t e e  a s s ig n m e n t s
INTER IM
710 WEST 4TH AVENUE. SU T6 
ANCHORAGE. AK 99501 
PHONE 1907) 209-0117 
FAX: (907) 20943119

SESSION.

o-mail: fl0pfe$0ni«tivaJVorman..Roke&«rgOf#g»3.3inUj.ak.u3

TOURISM. MEMBER ALASKA STATE CAPITOL 
JUNEAU. AK 99001.1102 
PHONE: |907) 405-4900 
FAX. (007) -*05-2040

Representative Norman Rokeberg

SPO N SO R STA T E M E N T
SSHB96

“ An Act relating to deposits to the Alaska perm anent fund from mineral lease rentals, 
royalties, royalty sale proceeds, net profit shares under AS 3S.05. ISO(f) and (g), federal 
mineral revenue sharing payments received by the state from mineral leases, and bonuses 
received by the state from mineral leases, and limiting deposits from those sources to the 
25 percent required under art. IX, see. 15, Constitution o f  the State o f  Alaska; and 
providing for an effective date.”

This legislation returns the percentage o f  all mineral lease royalties and bonuses 
deposited into the Permanent Fund to the constitutionally mandated 25 percent.

SSH B 96  proposes changes to a s tatute— not the Constitution. The Constitution states 
that "at least twenty-five percent o f  all mineral lease rentals, royalties, royalty sale proceeds, 
federal mineral revenue sharing payments and bonuses received by the state shall be placed in a 
permanent fund.” In 19S0, the Legislature realized excess revenues existed (GF revenues for 
FYSI totaled S4.07 billion) and wisely decided to raise the amount o f  royalties and bonuses 
deposited into the Permanent Fund to 50 percent.

It is time for the State o f  Alaska to redirect these deposits to the General Fund. Passage 
o f  this bill would generate an extra S9.5 million in FY  00, and an extra S16 million (average) per 
year—  plus bonus revenues— over the next fifteen years.

As the Prudhoe Bay and Kuparuk fields— which currently contribute to the General Fund 
at a 75 percent rate— diminish, we need to replace them with the new, smaller satellite fields 
contributing at the same rate.

While we can and should make budget cuts, we would be foolish to ignore this source o f  
General Fund revenue in solving our budget problem, as well as, planning for the potential future 
developm ent o f  A laska’s resources. Prudent fiscal m anagem ent requires this statutory change. 
SSH B96 is a small step in the right direction.

I urge you to support this legislation.



ALASKA STATE LEGISLATURE
House of Representatives

COMMITTEE ASSIGNMENTS.

LA BOA ACGMMEACE COMMITTEE. CHAIAMAN 
JUOICIAAY COMMITTEE. MEMBEA 
LEGISLATIVE COUNCIL. MEMBEA
SPECIAL COMMITTEE ON UTILITY RESTAUCTUAING. MEMBEA 
SPECIAL c o m m it t e e  ON ECONOMIC OEVELOPMENT A 

TOUAISM. MEMBER

R«pr«jenla(ive_Norm an_flo l<«t>«rgCI«gi».3lal*.a i<.u5

Representative Norman Rokeberg

INTERIM
71© WEST 4TH AVENUE. SUITE W  
ANCHORAGE. AK 99SOI 
PHONE: (907) 269-0117 
PAX: (907) 269-0119

SESSION:
ALASKA STATE CAPITOL 
JUNEAU, AX 99601*1182 
PHONE: (007) a©S-49«©
PAX: 1907) A6S.2O40

SECTIO N A L A N A LY SIS 
SSHB96

"A n  Act relating to deposits to the Alaska perm anent fund from mineral lease rentals, 
royalties, royalty sale proceeds, net profit shares under AS 3S.05. ISO(f) and (g), federal 
mineral revenue sharing payments received by the state from mineral leases, and bonuses 
received by the state from mineral leases, and limiting deposits from those sources to the 
25 percent required under art. IX, sec. 15, Constitution o f  the State o f  Alaska; and 
providing for an effective date.”

Prepared by Representative Rokeberg (via Legal Services)

Section  1: Provides that the permanent fund consists o f  25 percent o f  the state
receipts from itemized mineral sources and o f  m om '1' appropriated to the fund or 
allocated by law or former law to the fund.

Section  2: This Act takes effect immediately.
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DEPARTMENT OF REVENUE

March 26, 1999
OFFICE OF THE COMMISSIONER

TONY KNOWLES, GOVERNOR

P.O.BOX 110*00 
JUNEAU. ALASKA 99611-0*00  
TELEPHONE: (907) *65 -2 300  
FACSIMILE: (907) *65 -2 369

The Honorable N o m a n  Rokeberg 
State Capitol Room 24 
Juneau, AK 99801

Dear Representative Rokeberg,

The other day you asked that I provide you with more detailed information on the royalties 
and other mineral payments that would be affected by your proposed legislation, SS HB 96. The 
bill, o f  course, would reduce to 25%  the contribution to the Permanent Fund of those mineral 
payments that arc currently being made at the 50%  rate.

I have been able to put together some information. The First attachment is a break-out o f  the 
average contribution rate paid by the various oil fields. As you can see, some fields contribute at 
25%, som e at the full 50%, and many at a blended rate since the field includes both new and old 
leases. T he  second attachment is a price sensitivity m atrix for the changed contribution rate.

Finally, I 've included a spreadsheet show ing this departm ent’s projections o f  the revenue 
effect o f  SS HB 96, out to 2020. The price assum ptions in this model are as follows. For FY 1999 
and 2000, they are the recently updated projections that have [yen com municated to the legislature. 
For FY 2001 and subsequent years, the assumptions com e from the January 1999 update to the Fall 
1998 forecast. As you can see, the second from the bottom line shows the general fund revenue 
effect o f  SS HB 96. These estimates include only oil and gas revenue; revenue from coal and other 
minerals would be added to these numbers. The oil revenue numbers include all oil revenue, 
including federal revenue sharing payments, and rents. There is no component for bonuses since a 
num ber would be too speculative.

T he  Department o f  Natural Resources does all the accounting for the mineral contributions to 
the Permanent Fund. The general fund impact o f  your proposed legislation will be shown on the 
fiscal note they prepare for the bill.

You should contact the Department o f  Natural Resources, Division o f  Mining and W ater 
Management, directly for information about coal and  locatable mineral leases. I spoke with Kerwin 
Krause there.

I hope this information answers some o f  your questions. Please let me know if there is 
anything else I can do.

Deborah Vogt
cc: Carol Carroll 

Kerwin Krause

00-021
0J-D2LH l:\COMMISH\DEBORAH\DOCSMih96inlb.doe



PERMANENT FUND CONTRIBUTION RATES FOR NORTH SLOPE OIL FIELDS
ALASKA DEPT. OF REVENUE SPRING 1999

Permanent Greater than
1999 est Prod. Fund 25% 1999 est Prod.

25% Contributing Millions Average Contributing Millions
Oil Fields Bbl/Day Contribution Oil Fields Bbl/Day

PRUDHOE 0.632
SAMBUCA 0.000

MIDNIGHT SUN 0.003
PBU SATELLITE 0.000

WEST SAK 0.002
TABASCO 0.004

KUP SATELLITE 0.000
SCHRADER BLUFF 0.006

EIDER 0.004
LISBURNE 0.007

NIAKUK 0.030
WEST BEACH/NORTH PRUDHOE 0.001

N PBAY STATE 0.000
KNOWN ONSHORE 0.000

CRU Satellite 0.C00

Total Production
(Million Bbl/day) 0.689

0.2500 PBU SCHRADER 0.000
0.2500 KUPARUK 0.241
0.2500 TARN 0.020
0.2500 MILNE POINT 0.050
0.2500 SAG RIVER 0.000
0.2500 ENDICOTT/SAGDELTA 0.043
0.2500 BADAMI 0.003
0.2500 PT MCINTYRE 0.121
0.2500 ALPINE 0.000
0.2500 NORTH STAR 0.000
0.2500 LIBERTY 0.000
0.2500 KNOWN OFFSHORE 0.000
0.2500 NPRA 0.000
0.2500 ANWR O.OOCl
0.2500

0.477

Permanent
Fund
Average
Contribution

0.5000
0.2533
0.4587
0.3759
0.3890
0.3668
0.5000
0.3305
0.3250
0.5000
0.5000
0.3890
0.5000
0.5000

lioldb-2.xls3/24/1999



PF Factor Sensitivity Matrix for Bringing All Leases to 25% contribution to 
Permanent Fund Additional Revenue Into the General Fund 

(Millions $)

$1078arrel $12/Barrel 514/Barrel 516/Barrel 518/Barrel 520/Barrel

1999 3.53 4.75
2000 7.23 9.72
2001 7.04 9.55
2002 6.01 9.41
2003 9.26 12.65
2004 11.84 16.19
2005 9.51 13.57
2006 8.77 12.62
2007 7.51 10.91
2008 6.81 10.03
2009 6.12 9.12
2010 4.71 7.56
2011 3.96 6.54
2012 3.76 6.16
2013 3.17 5.41
2014 2.63 4.70
2015 2.24 4.21

Based on D epartm ent o f Revenue Spring

5.97 7.19 8.41 9.63
12.21 14.69 17.18 19.6*7
12.06 14.56 17.07 19.58
11.91 14.41 16.91 19.41
16.03 19.42 22.80 26.19
20.55 24.91 29.27 3 i.63
17.62 21.67 25.72 29.78
16.47 20.33 24.18 28.03
14.31 17.71 21.11 24.51
13.24 16.46 19.67 22.89
12.12 15.12 18.12 21.12
10.41 13.26 16.10 18.95

9.13 11.72 14.31 16.90
8.57 10.98 13.39 15.80
7.64 9.88 12.11 14.34
6.78 8.85 10.93 13.00
6.18 8.14 10.11 12.08

1999 Permanent Fund Factors

pf25ma-1 ,xls3/24/1999



J IL  R E V E N U E  S E N S IT IV IT Y  M O D E L  "Short Stack"
Based on the Department ol Revenue Fall 1998 Revenue Forecast Models 
Cautlon-Revenue Yield Factors are Fixed

1999 2000 2001

OIL PRICE $/bbl (ANS MARKET) 12.00 13.00 15.91
AVG. TAPS TARIFFS $/bbl 2.73 2.69 2 .66
AVG TANKER COST $/bbl 1.38 1.38 1.59
AVG. OTHER PIPELINE TARIFFS $/bbl 0.11 0.12 0.15
ANS WELLHEAD 7.78 8.81 11.52
TOTAL ANS PRODUCTION Million bbl/day 1.166 1.047 1.064
GROSS TAX AND ROYALTY TAKE % (includes Cook Inlet) 23.2 22.8 21.8
TAX AND ROYALTY TAKE % NET OF PERM FUND 19.7 19.2 18.2
GROSS TAX AND ROYALTY million $ 768.69 768.81 976.21
TOTAL PETRO TAX AND ROYALTY UNRESTRICTED million $ 652.98 645.77 015.86

OTHER UNRESTRICTED REVENUES 662.1 649.2735 669.8301

TOTAL UNRESTRICTED REVENUES millions $ 1315.06 1295.04 1485.69
Adjustment for Net Disposable -29.5 -46.8 -62.4
TOTAL NET DISPOSABLE REVENUES millions $ 1205.56 124B.24 1423.29

‘ adjustments by Gov made for fall forecast * *

PERM FUND CONTRIBUTION 115.71 123.04 160.35

‘ FY99, deduct $1.51 million (or taking out tobacco settlement $ and including revenue carry forward 
"FYOO, reduces Rev by $21.9 million, tobacco settlement money 
adjustments made on line 6 , Budget Interactive

3311.254 3360.639 4472.66
0.127197 0.13189 0.129082

ROYALTY GROSS 421.1804 444.2912 577.3393
CURRENT PF FACT 0.738731 0.725327 0.724968
CURRENT GF ROYALTY 311.1392 322.2565 418.5525
25% PF 0.75 0.75 0.75
NEW GF ROYALTY 315.8853 333.2184 433.0045

ADDED GF ROYALTY FROM REDUCED PF CONTRIB 4.746118 10.96192 14.452

PERM FUND CONTRIBUTION if HB 96 passes 110.96 112.08 145.90

2002 2003 2004 2005 2006 2007 2008 2009 2010

16.24 16.67 17.13 17.61 18.10 18.62 19.16 19.72 20.31
2.65 2.62 2 .6 , 2.79 2.92 3.02 3.17 3.30 3.43
1.61 1.64 1.63 2.26 2.29 2.33 2.37 2.40 3.04
0.21 0.27 0.27 0.26 0.24 0.23 0.23 0,22 0.22

11.77 12.14 12.56 12.31 12.65 13.04 13.40 13.80 13.62
1.035 1.049 1.076 1.031 0.979 0.919 0.871 0.824 0.768
20.0 20.1 20.0 19.7 19.4 19.4 19.3 19.2 19.1
17.2 16.4 16.3 15.9 15.7 15.6 15.5 15.4 15.2

925.90 936.65 986.62 910.13 876.98 848.12 823.26 796.12 727.32
763.97 764.55 803.22 738.58 709,84 683.23 660.56 637.28 581.55

683.8884 683.1268 665.1954 656.4635 645.1624 634.9059 625.6007 616.1982 606.8719

1447.86 1447.68 1468.42 1395.05 1355.00 1318.14 1286.16 1253.47 1108.42
-62.6 -62.7 -62.7 -62.7 -62.7 -62.7 -62.7 -62.7 -62.7

1305.26 1384.98 1405.72 1332.35 1292.30 1255.44 1223.46 1190.77 1125.72

161.93 172.09 183.40 171.55 167.14 164.09 162.71 150.04 145.77

4447.432 4648.976 4933.387 4630.841 4520.549 4372.479 4259.756 4148.988 3817.101
0.12789 0.126976 0.127759 0.128311 0.129105 0.132087 0.134095 0.134929 0.134731

568.7817 590.3104 630.2829 594.187 583.6262 577.5473 571.2136 559.8181 514.2025
0.72414 0.715185 0.706568 0.708036 0.708239 0.711628 0.712298 0.713022 0.712208

411.8774 422.1812 445.3376 420.7058 413.3471 410.9991 406.8743 399.1624 366.3171
0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75

426.5863 442.7328 472.7121 445.6402 437.7197 433.1605 428.4102 419.8636 305.7119

14.70887 20.55164 27.37454 24.93446 24.37256 22.16137 21.53588 20.70112 19.3940

147.22 151.54 156.03 146.61 142.77 142.73 141.17 130.14 126.30



r ' '  *-
OIL REVENUE SENSITIVITY MODEL
Based on the Department of Revenue Fall 1998 Revenue Forecast Models 
Cnutlon-Rovenuo Yield Factors are Fixed

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

OIL PRICE $/bbl (ANS MARKET) 20.91 21.52 22.15 22.80 23.48 24.18 24.94 25.73 26.55 27.4
AVG. TAPS TARIFFS $/bbl 3.63 3.52 3.75 4.01 4.21 4.54 4.86 5.20 5.56 5.93
AVG TANKER COST $/bbl 3.09 3.14 3.19 3.24 3.30 3.35 3.41 3.46 3.52 3.58
AVG. OTHER PIPELINE TARIFFS $/bbl 0.22 0.22 0.22 0.22 0.21 0.18 0.18 0.18 0.18 0.18
ANS WELLHEAD 13.97 14.64 14.99 15.33 15.76 16.11 16.49 16.88 17.29 17.71
TOTAL ANS PRODUCTION Million bbl/day 0.695 0.647 0,602 0.557 0.531 0.485 0.451 0.420 0.392 0.367
GROSS TAX AND ROYALTY TAKE % (Includes Cook Inlet) 19.1 19.2 19.2 19.4 19.5 19.8 19.9 20.1 20.3 20.6
TAX AND ROYALTY TAKE % NET OF PERM FUND 15.2 15.3 15.3 15.5 15.5 15.8 15.9 16.1 16.2 16.4
GROSS TAX AND ROYALTY million $ 676.12 662.93 633.66 604.87 595.18 563.75 541.08 521.09 503.16 488.18
TOTAL PETRO TAX AND ROYALTY UNRESTRICTED million $ 53° J 528.62 504.84 482.39 474.61 450.14 431.86 415.80 401.42 389.38

OTHER UNRESTRICTED REVENUES 598.8603 591.872 584.9013 578.5083 572.9995 567.9556 563.2839 561.9942 558.2382 554.9178

TOTAL UNRESTRICTED REVENUES millions $ 1138.65 1120.50 1089.74 1060.90 1047.61 1018.10 995.15 977.79 959.66 944.30
Adjustment lor Net Disposable -62.7 -62.7 -62.7 -62.7 -62.7 -62.7 -62.7 -62.7 -62.7 -62.7
TOTAL NET DISPOSABLE REVENUES millions $ 1075.95 1057.00 1027.04 998.20 984.91 955.40 932.45 915.09 896.96 881.60

‘ adjustments by Gov made for fall forecast 
PERM FUND CONTRIBUTION 136.33 134.30 120.02 122.48 120.58 113.61 109.22 105.30 101.74 98.00

‘ FY99, deduct $1.51 million lor taking out tobacco settlement $ and including revenue carry 
*FY00, reduces Rev by $21.9 million, tobacco settlement money 
adjustments made on line 6 , Budget Interactive

3543.393 3457.177

forward

3294.351 3117.40S 3054.278 2850.89 2717.253 2590.456 2476.782 2372.775
0.136085 0.137537 0.138851 0.140392 0.141496 0.143541 0.145019 0.146943 0.148858 0.15124

ROYALTY GROSS 482.2044 475.4883 457.4235 437.6603 432.1692 409.2201 394.0525 380.6494 368.6897 358.8595
CURRENT PF FACT 0.712519 0.71293 0.713395 0.71366 0.714129 0.715295 0.715384 0.715595 0.715922 0.717233
CURRENT GF ROYALTY 343.5799 338.9901 326.3236 312.3406 308.6244 292.7132 281.8988 272.3909 263.9532 257.3858
25% PF 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75
NEW GF ROYALTY 361.6533 356.6162 343.0676 328.2452 324.1269 306.9151 295.5394 285.4871 276.5173 269.1446

ADDED GF ROYALTY FROM REDUCED PF CONTRIB 18.07336 17.62613 16.74408 15.90458 15.50248 14.20182 13.64061 13.09615 12.56406 11.7588

PERM FUND CONTRIBUTION If HB 96 passes 110.26 116.68 112.07 106.58 105.08 99.40 95.58 92.20 89.18 87.04
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P e r m a n e n t  F u n d  C o n t r ib u t io n s  a t  25 P e r c e n t  o f  M in e r a l  in c o m e

Alaska Statute 37.13.010 specifies that 25 percent ol income from mineral leases issued before 
December 1. 1979 must be deposited into the permanent fund. For leases issued after 
December 1. 1979, required permanent fund contributions are 50 percent of income. You asked 
us to calculate the effect on the permanent fund and general fund if required deposits to the 
permanent fund were 25 percent of income from all mineral leases.

Previously, we sent you a table showing actual contributions to the permanent fund from mineral 
revenues for the past eight years (1990*1998) as well as projected revenues from oil and gas 
royalties through 2013 (Legislative Research Report 99.010, December 1998). You asked for 
details-such as assumptions regarding oil prices and production--on how the projections were 
calculated. The attached table provides some of those details. Charles Logsdon, petroleum 
economist at the Alaska Department of Revenue, provided the predictions using data from the 
department's revised fall 1998 forecast. As you can see from Table 1, if all deposits to the 
permanent lund were at 25 percent ol income, the Department's revised fal1 1998 forecasting 
model estimates additional deposits to me General Fund averaging $16 million annually over Ihe 
next 15 years.

The Department of Revenue estimates contributions based on production forecasts on a field by 
field basis. As the table indicates, the price of oil used lo calculate the contributions presented in 
Table 1 was $11.58 for the remainder of 1999 and $12.50 for 2000.3 When preparing the revised 
projections for this report, Mr. Logsdon discovared that he failed lo subtract from the original 
numbers (presented in Research Report 99.010) the oil and gas royalties that go to the school 
lund. The revenue impact on Ihe general fund, therefore, is <ess than estimated previously.
•w. ^

It should be noted that neither bonuses from mineral sales nor Ihe small amount of mineral rent 
deposited into the state treasury, primarily from coal leases, is included in the department's 
forecasting model. Future revenue Irom currently undiscovered sources of oil are also not 
included in these projections. The add itiona l general fund  revenues pred ic ted  in Table 1 , 
there fo re , unde restim a te  depos its  to  the ex ten t th a t m inera l ren ts, bonuses, and revenues 
from  as yet und iscove re d  fie lds  are not inc luded  in the  figu res ; add ition a l annua l deposits  
to  the  genera l fu n d  w o u ld  like ly  exceed the figu res  p resented  in Table 1.

I hope you find this information useful. Please do not hesitale to contact us if you have questions 
or need additional information.

This report discusses w hal happens lo sfate m ineral revenues orvco they are collected. Changes lo AS 3 7 .1 3  010  

affect not the am ount ol revenuo collected overall, but how m uch revenue is deposited into the perm anent lund as 
opposed io the general fund. Deposits lo (he perm anent lund under AS 3 7 .13 .0 10  derive mostly from petroleum (primarily 
oil royalties) bul thoy also include some revenue Irom other m inerals (m ostly coal).

2
Tho m ajority of m ineral incomo deposited into Iho perm enent fund com es Irom (oases issued before Decem ber 1. 

1979, and is. therefore, already deposited al the 25 percent rale. A laska Statute 37 13 .010 specifies that only Iho 
following incom es from leases issued after Decem ber 1. 1979 are subject lo 5 0  percent doposils mineral lease rentals, 
royalties, royally sale proceeds, nol profit shares, end federal m ineral revenue sharing paym ents. Bonuses receivod by 
tho s la te  liom  m ineral leases issued after February 15. 1900 are also sub|0ct lo 50  perceni deposits.

3
Th e oil prices assum ed on iho spreadsheet can be changed lo roughly estim ate the revenuo impact ol changing 

the 5 0  percent perm anenl lund conmbuling leases to 25  perceni as oil prices vary. Produclion changes, though, depend  
on whot oil fields aro assum ed lo change from Iho baseline end would have lo be ra-03tim etod by Ihe Departm ent ol 
Revenuo.

Legisiarry t Research Report 9±.052  ___________________________ Ffeai^fli^iS . jOflS^P-oe i
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Projected Contributions to the Permanent and General Funds from Mineral Royalties
If All Leases Contributed to the Permanent Fund at 25 Percent of Royalties

A 0 c D E F G H 1 | J K L M
Currenl II Permanenl Fund Contrtoulions ©  25%

Fiscal
Year

ANS West 
Coast Price

TAPS.
Marine.
Other

Allowable
Costs

Royally
Wellhead

Price

Daily
Produclion

Annual 
Value ol 

Produclion 
lor Royalties

Average
Royally

Rale

North
Slopo

Current
Gross

Royalties

Current
Average

Permanonl
Fund

Contribution
Ralo

Conlnoulion 
to Ihe 

Pormanent 
Fund Irom 

North Slope 
Oil

Contribution 
lo the 

General Fund 
Irom North 
Slope Oil

Contribution 
lo the 

Permanenl 
Fund Irom 

North Slope 
OH

Conlnbulion 
to the 

General 
Fund Irom 

North Slope 
Oil

Estimated 
Gain lo Ihe 

General Fund

Dollar! Mriom  ol M ill io n  ol Po-conl
MJbonl ol

Pa'Cnnl MJhora ol Dollar!Brurnlubty Dollars Do lu s

! 1 C‘ 0 '365 E'F G'H 0-1 G -2 5% G-K | L-J
1999 $11.50 $5.05 $6.53 1.177 $2,005.3 13% $356.9 27% $94.7 $262.2 $89.2 S267.7 $5.5
2000 Si 2.50 $4.80 $7.70 1.117 $3,147.9 13% $399.6 27% $109.4 S290.1 $99.9 $299.7 $9.5
2001 $ 15.90 $4.99 $10.91 1.146 $4,664.2 12% $567.9 27% $155.0 S412.1 $142.0 $425.9 $13.8
2002 $16.23 $5.06 $11,18 1.159 $4,726.2 12% $583.9 28% $164.3 $419.6 $146.0 $438.0 $18.3
2003 $16.66 $5.11 $11.55 1.175 $4,952.7 12% $608.8 29% $175.6 $433.2 $152.2 $456.6 $23.4
2004 $17.13 $5.17 $11.96 1.139 $4,905.1 12% $614.9 29% $177.0 $437.9 $153.7 $461.2 $233
2005 $17.61 $5.93 $11.68 1.060 $4,510.7 12% $558.8 29% $159.7 $399.1 1139.7 $419.1 $20.0
2006 $10.10 $6.10 $12.00 0.987 $4,324.4 12% $536.2 20% $152.0 $384.2 $134.0 $402.1 $18.0
2007 $18.62 S6.25 $12.37 0.925 $4,175.7 13% $528.8 20% $149.5 $379.3 $132.2 $396.6 $17.3
2008 $19.16 S6.45 $12.71 0.059 $3,995.0 13% $510.4 28% $143.9 $366.4 $127.6 $362.8 $16.4
2009 $19.72 $6.63 $13.09 0.799 $3,817.6 13% $489.3 28% S137.6 $351 7 $122.3 $367.0 $15.3
2010 $20.31 $7.42 $12.89 0.746 $3,500.4 13% $445.3 28% $125.1 $320.2 $111.3 $334.0 $13.0
2011 $20.91 $ 7.69 $13.22 0.695 $3,355.1 13% S427.1 28% $119.9 $207.2 $106.8 $320.3 $13.1
2012 $21.52 $7.64 $13.88 0.647 $3,274.6 13% S419.4 20% $117.5 $301.9 $104.8 $314.5 $12.7
2013 $22.15 $7.94 $14.21 0.602 $3,1252 13% S400.2 20% $112.1 128B.1 $100.1 $300.2 $12.0

NOTES: Alaska Slalule 37.13.010 specifies lhal 50 perceni ol income Irom mineral leases issued alter December 1. 1979, musl be deposited into Ihe permanenl lund. For 
leases issued beloro December I, 1979, required permanonl lund conlnbutions are 25 percent ol mcomo. This table projects luture deposits inlo both lunds il conlifeulkms lo 
Ihe Permanent Fund Irom an lenses were al 25 perceni ol income. Projections are based on the Alaska Departmenl ol Revenue's revised loll 1990 revenue forecast. Figures 
indude oil and gas royalties only (i.e.. mineral rents and bonusos are nol includod).

SOURCE: Alaska Department ol Revenue, Oil & Gas Audit Division (Charles Logsdon).
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\  T h e  E f f e c t  o f  A S  37.13.010 o n  P e r m a n e n t  F u n d  D e p o s it s  »

Alaska Statute 37.13.010 specifies that 25 percent of income from mineral leases issued before 
December 1, 1979, must be deposited into the permanent fund. For leases issued after 
December 1, 1979, required permanent fund contributions are 50 percent of income. You asked 
us to calculate how much this “additional* 25 percent has meant for the permanent fund over the 
years. As you can see from the following table, between FY81 and FY98, the permanent fund 
received approximately $106 million as a result of the “additional" 25 percent of mineral Income 
from certain leases.

FISCAL

YEAR

Actual Deposits to the Permanent Fund 
From Mineral Leases 

(nominal dollars, In m illions)

Additional 
Oeposlts 

to the 
Permanent Fund 

Resulting from the 
50% Provision

Contributing 
at 25%

Contributing 
at 50% TOTAL

198 1 (a) $375.40 $0.00 S375.40 $0.00
1982(a) $388.30 $0.00 $388.30 $0.00
1983 (a) S361.85 S0.00 $361.85 S0.00
1984 (a) S352.25 S0.00 $352.25 S0.00
1985 (a) S347.58 S0.00 S347.58 so.oo
1986 (a) $278.58 $25.70 $304.28 $12.85
1987 (a) $146.65 $2.55 $149.20 $1.28
1988 (a) $236.34 $7.70 $244.03 $3.85
1989 (b) $205.00 S12.00 $217.00 $6.00
1990 (c) S258.99 $11.25 S270.24 $5.62
1991 (c) $430.96 Si 6.74 $447.69 S8.37
1992(c) $304.19 S14.78 $318.97 $7.39
1993 (c) $269.58 $13.22 $282.80 $6.61
1994 (c) $202.26 S9.06 $211.32 $4.53
1935 (c) S267.79 $10.58 $276.37 $5.29
1996 (c) $236.13 $18.17 $254.30 S9.03
1997 (c) $281.22 S39.43 $320.65 S 19.72
1998 (c) $217.22 $30.79 S248.01 SI 5.40

TOTAL FY  81-98 $ 1 0 6 .0

NOTES and SOURCES:
(a) As listed in a previous Legislative Research Report (69.222): 1981-1988 actuals originally supplied by Iho Oopartment 
ol Revenuo.
(b) Department ol Revenue (Charles Logsdon); data based on prior years (actors (3/99) supplied by Alaska Department ot 
Revenuo.
(c) Actual deposils-dala  compiled Irom actual transfers to tho permanent lund that were listed In the stato’s accounting 
system (AKSAS) and In tho 'Additional Due the Permanenl Fund lor Post Chapter 13 Leases" reports. Included are all 

minoral royalties, ronls, Interosl, and bonus bids (Alaska Department ol Rovonuo, Oil 4  Gas Audit Oivlslon),

I hope you find this information useft Please do not hesitate to contact us if you have questions 
or need additional information.

t-EClSL-\ 77VS RESEARCH REPORT99.039___________
The Effect of AS 37.13.0 to on Permanent Fund Deposits
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Source: A l a s k a ' s  C o n s t i t u t i o n

Article IX

Section 14. Legislative Post-audit

T h e  legislature shall ap p o in t an a u d ito r to serve at its pleasure.
H e  shall be a certified  public accountant. T h e  au d ito r shall 
conduct post-audits as prescribed by law  and shall report to the 

legislature and to the governor.

A legislative post-audit is a review o f  the expenditure o f  public funds by all government 
agencies (legislative, executive and judicial) to ensure that the agencies spent the money 
in compliance with applicable laws and regulations. A post-audit contrasts wi th the 
pre-audit used in some states where expenditures are reviewed before payment is made. 
This section makes the auditor responsible to the legislature, as a potential conflict of 
interest exists if ihe post-auditor is appointed by and responsible to the governor, as is the 
case in som e states.

State statutes that implement this section (AS 24.20.270) authorize the legislative auditor 
to undertake "performance" audits as well as financial audits. A performance audit 
evaluates a program 's managem ent and its effectiveness in meeting its goals.

Section 15. A laska Perm anent Fund

A t least tw enty-five  percent o f a ll m in era l lease rentals, royalties, 
royalty  sale proceeds, federal m in era l revenue sharing paym ents  

and bonuses received by the State shall be placed in a perm anent 
fund the p rinc ipa l o f which shall be used only fo r those 

incom e-producing investments specifically designated by law  as 

eligible fo r perm anent fund investm ents. A ll income from  the 

perm anent fund shall be deposited in the general fund unless 

otherw ise provided by law .

A constitutional am endm ent in 1976 added this entire section. It mandates the creation 
o f  the Alaska Permanent Fund. An am endm ent was required because Section 7 prohibits 
dedicated funds. Although the perm anent fund dedicates nontax petroleum revenue 
(royalties and lease-related revenue received by the state by virtue of its ownership o f  oil 
lands), the phrase "tax or license" used in Section 7 has been interpreted to encompass 
all forms o f public revenue.

184



S T A T E  O F  A LA S K A  
F IV E -Y E A R  O IL  A N D  GAS L E A S IN G  P R O G R A M  

1999 T O  2003

12g>J?ete
N orth Slope A rcaw idc 1999 February
•C ook  Inlet A reaw ide 1999 April
•B eaufort Sea A reaw ide 1999 October

2000 Sale*
North Slope A reawidc 2000 February
B eaufort Sea A rcawidc 2000 May
C ook Inlet A rcawidc 2000 August

Requires a Best Interest Finding

2001 Sales
North Slope Areawide 2001 February
*NS Foothills Areawide 2001 April
Beaufort Sea Arcawidc 2001 M ay
Cook Inlet Areawidc 200 i August

2002 Sales
North Slope A reaw idc 2002 February
Beaufort Sea Arcawidc 2002 M ay
Cook Inlet A rcaw idc 2002 August

2003
North Slope Areawidc 2003 February
Beaufort Sea Areawidc 2003 May
Cook Inlet Areawide 2003 August

T he sales scheduled for 2002 and 2003 are new to the Five-Year Oil and Gas l o s i n g  Program. All o ther 
soles w ere proposed in the 1997 Five-Year Program. DNR hus announced its decision to proceed with 
(wo sales -  North Slope Areawidc 1999 and Cook Inlet A reawidc 1999. As for the rest o f  the schedule, 
if the decision is to proceed with a sale, a Sale Announcem ent, including the sale terms, bidding m ethod, 
tract m ap. and m itigation measures will be issued 90 days prior to that sale. If a best interest rinding o r  a 
supplem ent to a previous finding is required, il will be released at the same time as the Sale 
A nnouncem ent.

13



f Summary

Prepared by C. Poulos; D N R , SSD. FSS-Anchoragc 

2/18/99

Calculation o f the aniouut the PF would have received if  a ll distributions were 25% .
r

Additional Due 25%  distribution

Transfers to PF Transactions to PF

FY90 S 270.236.65 I.I4  - S4,217,045.54 = S266.019,605.60

FY9I 447,694,592.87 - 8,368,975.31 =3 439,325,617.6

FY92 318.971,140.31 - 7,390,570.50 = 311,580,569.8

FY93 282,799,605.82 - 6,608,482.69 = 276,191,123.1

FY94 211,324,505.64 - 4.531,341.61 = 206,793,164.0

FY95 278,367,321.07 - 5,287,842.48 = 273,079,478.6

FY96 254,298,653.60 - 9,086,004.67 = 245,212,648.9

FY97 320.64S.410.01 - I9.7I2.SS7.29 = 300,935,522.7

FY98 24S .0 I7 .I52 .43 - 15.396,645.13 = 232,620,507.3

S2.632,358.032.89 - S80.599,795.22 = 52,551,758,237.67

'ransfcrs to PF = all revenues transferred to the Permanent Fund
Additional Due = the additional 25% due the Permanent Fund on 50% distribution revenues

Page I



Alaska Permanent Fund Corporation
P.O. Box 25500 Juneau, A laska  99802-5500 

(907) 466-2047

M E M O R A N D U M

DATE:

TO:

FROM:

SUBJECT:

April 21,1999

Represenative Norman Rokeberg

Hr?—JJI Jim  Kelly, Director of Communications

Im pact of HB 96 on Per Capita D ividends

You have asked about the impact of House Bill 96 on per capita dividends 
in fiscal 2000 and 2001. Based on our financial analysis, the impact would 
be zero in 2000 and a reduction in 2001 from an estimated $1,731.59 to 
$1729.89. Please let me know if you have any adidtional questions.

cc: Executive Director
Board of Trustees 
Governor’s Legislative Liaison



hello,

S ubjec t:  hello..........
D ate: Thu, IS Feb 1999 13:04:51 -0500 

F ro m : john  <jgcnscl@ alaska.nc t>
To: Rcpresentativc_Morman_Rokebcrg@ Lcgis.state.ak.us

I a g r e e  w i t h  y o u r  H B  9 6 ......... g o o d  idea.

A l s o  p l e a s e  m a k e  s u r e  t h e  p e r s o n a l  i n c o m e  t a x  b i l l  91 g e t s  s t o p p e d .

Its a t o t a l l y  u n f a i r  b i l l  t a x i n g  t he h a r d  w o r k i n g  c i t i z e n s  o f  A l a s k a .

Ac t he v e r y  l e a s t  a c a p  s h o u l d  be  p u t  o n  S t a t e  I n c o m e  t a x  {no o n e  

pa y s  m o r e  c h a n  a n n u a l  P e r m  f u n d  d i v i d e n d ) .... a n d  e v e r y o n e  s h o u l d  p a y  

s o m e t h i n g .

M y  i d e a s . . . .  SI. U s e  p e r m  f u n d  to h e l p  o p e r a t e  S t a t e

S 2 , U s e  p e r m  f u n d  to h e l p  o p e r a t e  S c a c e ....

c h a n k s   j o h n

J o h n  C e n s e L

125 E a s t  P.edoubc A v e n u e  

S o l d o c n a ,  A l a s k a  9 9 6 6 9

I or' I
2/1 S/99 2.02

mailto:jgcnscl@alaska.nct
mailto:Rcpresentativc_Morman_Rokebcrg@Lcgis.state.ak.us
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FINAL RESULTS FROM  THE RO KEBERG LEGISLATIV E Q U ESTIO N N A IR E 1999
4,157 mailed; 314 returned or 7.5%

Questions 15 and 19

In addition lo Ihe items in .“9 above, please let me know if you generally favor or oppose Ihe following as ways 

lo address the fiscal gap:
a. Estaolish a stale sales lax Yes 126 No 157
b Re-establish a school tax ^ es 164 No 1^6
c Increase alcohol taxes ^ cs 166 No 162
d Raise user fees and index fees to inflation Yes 162 No 115
e Increase fishery, timber and mining taxes Yes 126 No 162
f Establish new taxes on the tourism industry Yes 179 No 116
g Increase oil and gas taxes Yes 126 N0 171
n Establish a seasonal sales tax Yes 128 No 162
i use a portion of the Permanent Fund earnings reserve (0 fund government operations Yes 132 No 165

19. Alaska's Constitution mandates that 25% of oil and mineral leases, royalties and bonuses are deposited into the
principal of the Permanent Fund. In 1980. the Legislature increased that to 50% of all new leases. If we repealed this 
law and went back to the original 25%. an extra S15 million a year would be generated to help close the fiscal gap.
D o  y o u  support changing the law back to the Constitution's 25%? Yes 190 No 94




