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A L A S K A  S T A T E  L E G I S L A T U R E

H o u s e  o f  R e p r e s e n t a t i v e s

COMMITTEE ASSIGNMENTS:
JUDICIARY COMMITTEE. CHAIRMAN LABOR & COMMERCE COMMITTEE. MEMBER LEGISLATIVE COUNCIL, MEMBER SPECIAL COMMITTEE ON ECONOMIC DEVELOPMENT &TOURISM. MEMBER
w ebsile: hllp:\\vvww.akropublicans.otg\Rokeberg.hlm

Representative Norman Rokeberg
e-mail: Representative_Norman_Rokeberg@ legis.state.ak.us

S P O N S O R  S T A T E M E N T  
H ouse Bill 3 

D E P O S IT S  T O  T H E  P E R M A N E N T  FUN D

INTERIM:71G WEST 4TH AVENUE, SUITE 350 ANCHORAGE. AK 99501 PHONE; (007| 269 0117 FAX: (907)269 0119
SESSION:ALASKA STATE CAPITOL JUNEAU. AK 99801-1182 PHONE: (907) <165-4968 FAX: (907) 465-2040

T itle : A n  A ct re la tin g  to  d ep o sits  to  th e  A laska  p e rm a n e n t fu n d  f ro m  m in e ra l lease re n ta ls ,
ro y alties , ro y a lty  sa le  p ro ceed s, net p ro f it  sh a re s  u n d e r  AS 3 8 .05 .180 (0  a n d  (g), fe d e ra l m in e ra l 
rev en u e  s h a r in g  p ay m en ts  received  by th e  s ta te  f ro m  m in e ra l leases, a n d  b o n u ses received  by the  
s ta te  f ro m  m in e ra l leases, a n d  lim itin g  d ep o sits  fro m  those  so u rce s  to  the  25  p e rc e n t re q u ire d  u n d e r  
a r t  IX , sec. 15, C o n s titu tio n  o f  th e  S ta te  o f  A laska; a n d  p ro v id in g  fo r  a n  effective d a te .

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

HB 3 proposes changes to a statute — not the Constitution. Article IX, Section 15 of Alaska’s Constitution 
states that "at least twenty-five percent of 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 1980. the Legislature recognized excess revenues existed (GF revenues for FY 81 totaled $4.07 billion) 
and wisely decided to raise the amount of royalties and bonsues deposited into the Permanent Fund to 50 
percent. This surplus situation with state revenues no longer exists today.

It is lime for the State to redirect the extra 25% to the General Fund. Passage o f this bill would generate an 
estimated $29 million (average) per year over the next thirteen years, and $35.9 million in FY 2002 at an 
estimate $24.28 per barrel average.

As the Prudhoe Bay and Kuparuk fields - which currently contribute to the General Fund at a 25 percent 
rate - diminish, we need to replace that production with the new, smaller satellite fields (for example, 
Alpine, and North Star) contributing at the same 25 percent rate not at a larger 50 percent rate.

While we can and should continue to make budget reductions, we would be foolish to ignore this source of 
General Fund revenue in solving our budget problem, as well as planning for the future development of 
Alaska's resources. Prudent fiscal management requires this statutory change. HB 3 is a small step in the 
right direction.

I strongly urge you lo support this much needed, fiscally-prudent legislation.

E D  1:02/12/01

mailto:Representative_Norman_Rokeberg@legis.state.ak.us


F I S C A L  N O T E

STATE OF ALASKA
2001 LEG ISLATIVE SESSION

Revision Date/Time (Note if correction):_______
Title: Deposit to the Permanent Fund

Dept. Affected:______
'BRU: ________
Component:________

Fiscal Note Number:
Bill Version:
() Publish Date:

HB 3

Revenue
Revenue Operations
Tax Division

Sponsor:
Requester:

Representative Rokeberg
House State Affairs Component Number: 2476

E x p e n d itu re s /R e v e n u e s (Thousands o f D ollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I

CHANGE IN REVENUES ( ) | 40,000.0 43,700.0 40,200.0 38,600.0 27,200.0 24,900.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any cu rren t year (FY2001) cost: 0.0
Check th is  box (X) if  fund ing  fo r  th is  b ill is  included In the G overnor's FY 2002 budget proposa l:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page i f  necessary)
This legislation would amend AS 37.13.010(1) and (2) to reduce deposits to the Permanent Fund from 50% to 25% 
from all state mineral lease royalties, rentals and bonuses (including the state's share of such revenues from federal 
leases) from leases issued after Dec. 1, 1979.

The estimates in this fiscal note are based on oil price and production assumptions used in the Department of 
Revenue Fall 2000 forecast. The actual revenue effect to the general fund will be sensitive to future oil prices and 
production. Estimates of the effect of this statutory change suggest that the revenue increase to the state general 
fund will range between $25 million and $45 million per year assuming oil prices average $15 to $25 per barrel.

The increase in revenue to the general fund under this bill will mean an equal decrease In deposits to the Permanent 
Fund.

Prepared by: Charles Logson, Chief Economist
Division Tax Division

Phone 907 269 1019
Date/Time 3/3/01 11:00 AM

Approved by: Larry Persily, Deputy Commissioner
Agency Department of Revenue___________

Date 03/05/2001

For distribution Information, call the Governor’s  Leqislative Office

(Rov 2/7/2001 OMB) P a g e  1 o f  1__



Estimated Impact on the G eneral and Permanent Funds if 
Permanent Fund Contributions W ere at 25% of M ineral 

Income

P r e p a r e d  f o r  R e p r e s e n t a t iv e  N o r m a n  R o k e b e r g  

B v  Ma r ia  G l a d z is z e w s k i , M a n a g e r

Alaska Statute 3 7 .1 3 .0 1 0  specifies that 2 5  percent o f income from mineral leases issued before 
Decem ber 1, 1979, must be deposited into the permanent fund.1 For leases issued after 
Decem ber 1, 1979 , required permanent fund contributions are 5 0  percent o f income. You asked 
us to ca lcu late the effect on the permanent fund and general fund if required deposits to the 
permanent fund were 25  percent o f income from all m ineral leases .2

J a n u a r y  18 , 2 001 R e p o r t  N u m b er  0 1 .0 6 6

Over the past few  years, we have sent you severa l tab les showing actual contributions to the 
permanent fund from mineral revenues in past years as well a s  projected revenues from oil and 
gas royalties fo r future years. Again this year you asked fo r an update o f material sent to you 
previously.

Tab le 1 provides projected future contributions and includes assumptions regarding oil prices and 
production. Charles Logsdon, petroleum econom ist at the A laska Department o f Revenue, 
provided the predictions using data from  the department's fa ll 2000  forecast. As you can see 
from Tab le 1, the department's fa ll 2 0 0 0  forecasting model predicts that if all deposits to the

This report discusses what happens to state m ineral revenues once they a re  collected. Changes to AS 3 7 .1 3 .0 1 0  
affect not the amount of revenue collected overall, but how much revenue is deposited into the permanent fund as 
opposed to the gene ra l fund. Deposits to the perm anent fund under AS 3 7 .1 3 .0 1 0  derive mostly from  petroleum  (primarily 
oil royalties), but they a lso  include some revenue from  other m inerals (m ostly coa l).

2 The majority of m ineral income deposited into the perm anent fund comes from  leases issued before December 1. 
I9 79 , end is, there fore , a lready deposited at the 2 5  percent rate. A laska Statute 3 7 .1 3 .0 1 0  specifies that the following 
incomes from  le a se s  issued after December 1, 1979 , a re  subject to 5 0  percent deposits: m ineral lea se rentals, royalties, 
royalty sa le  proceeds, net profit shares, and fede ra l m ineral revenue sharing payments. Bonuses received by the state 
from  mineral le a se s  issued after February 1 5 .1 9 8 0 . a re  a lso  subject to 50  percent deposits.

907-465-3991 
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permanent fund were at 25 percent of income, additional deposits to the General Fund would 
average about $29 million annually over the next 13 years.

The Department of Revenue estimates contributions based on production forecasts on a field-by- 
field basis. As the table indicates, the model predicts oil prices at over $30 per barrel for FY2001 
with decreases thereafter. The oil prices assumed on the spreadsheet can be changed to 
roughly estimate the revenue impact on the Permanent and General Funds as oil prices vary.3

It should be noted that the small amount of mineral rent deposited into the state treasury, 
primarily from coal leases, is not included in the department's forecasting model. Future revenue 
from currently undiscovered sources of oil are also not included in these projections. The 
additional general fund revenues predicted in Table 1, therefore, underestimate deposits 
to the extent that mineral rents and revenues from as yet undiscovered fields are not 
included in the figures.

Table 2 presents actual contributions to the Permanent Fund from mineral royalties fo r the years 
1990 through 2000. To enable you to look in one place for both past actual deposits and future 
predictions, Table 2 also repeats (from Table 1) the projected estimated gains to the General 
Fund for the years 2001 through 2013.

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

3 Although possible, the Department of Revenue notes that the daily production numbers on the spreadsheet cannot 
be as easily changed. Changes to production figures depend on what fields are assumed to change from the baseline 
and would have to be re-estimated by the Department.

L e g i s l a t i v e  R e s e a r c h  R e p o r t 0 1 .0 6 6 ____________________________________  J a n u a r  y  1B, 2001— p a g e  2
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  2 5 %  o f  M in e r a l  In c o m e



TABLE 1
Projected  C ontributions to  th e Perm anent and G eneral Funds

If All Oil & G as L ea se s  Contributed to  th e  Perm anent Fund at 25 P ercent of Incom e, FY 2001 - FY 2013

A B C D E F G H I J K L M N O

Current If Permanent Fund Contributions @ 25%

Fiscal
Year

ANS West 
Coast 
Price

TAPS,
Marine,
Other

Allowable
Costs

Royally
Wellhead

Price
Daily

Production

Annual 
Value ol 

Production 
for 

Royalties

Average
Royally
Rate

North Slope 
Current 
Gross 

Royalties

Current
Average

Permanent
Fund

Contribution
Rate

Contribution 
to the 

Permanent 
Fund from 

North Slope 
Oil Royalties

Contribulion 
to the 

General 
Fund from 

North Slope 
Oil Royalties

Contribulion 
to the 

General 
Fund from 

North Slopo 
Oil Bonuses

Contribution 
to the 

Permanent 
Fund from 

North Slopo 
Oil Royalties

Contribution 
to the 

General 
Fund from 

North Slope 
Oil Royalties

Estimated 
Gain to the 

General 
Fund from 

Oil Royalties

Estimated 
Gain to tho 

General 
Fund from 
Royalties & 
Bonuses

Dollars Millions ol 
Barrels/Day

Millions ol 
Dollars Percent Millions of 

Dollars Percent Millions ol Dollars
I A-B C 'D ’ 365 E ’ F G ’ H | G-l | G ‘ 25% G-L ! M-J N+(.5*K)

2001 $30.17 $5.39 $24.78 1.001 $ 9 ,0 5 1 .3 13% $1,143.5 27% $312.6 $830.9 $2.2 $285.9 $857.6 $26.7 $30.2

2002 $24.28 $5.59 $18.68 1.047 $7,136.6 13% $897.2 29% $260.2 $636.9 $7.1 $224.3 $672.9 $35.9 $39.5

2003 $22.06 $5.46 $16.60 1.061 $6,424.6 15% $817.6 30% $244.6 $573.1 $4.0 $204.4 $613.2 $40.2 $43.8

2004 $21.06 $5.57 $15.50 1.048 $5,944.1 13% $751.5 30% $224.5 $527.1 $4.0 $187.9 $563.7 $36.6 $40.3

2005 $20.38 $5.66 $14.72 1.065 $5,722.4 12% $705.3 30% $211.5 $493.8 $4.0 $176.3 $529.0 $35.1 $38.9

2006 $17.25 $5.80 $11.45 1.045 $4,364.7 12% $526.4 30% $156.3 $370.0 $4.0 $131.6 $394.8 $24.7 $28.6

2007 $17.25 $5.93 $11.32 1.015 $4,194.2 12% $506.4 29% $149.3 $357.1 $4.0 $126.6 $379.8 $22.7 $26.7

2008 $17.25 $6.18 $ 1 1 .0 7 0.982 $3,981.7 12% $483.0 29% $141.1 $341.9 $4.0 $120.8 $362.3 $20.4 $24.4

2009 $17.25 $6.41 $10.84 0.949 $3,757.6 12% $456.9 29% $131.6 $325.3 $4.0 $114.2 $342.7 $17.3 $21.4

2010 $17.25 $6.63 $10.62 0.905 $3,508.8 12% $427.7 29% $122.3 $305.5 $4.0 $106.9 $320.8 $15.3 $19.5

2011 $17.25 $7.09 $10.16 0.841 $3,120.5 12% $380.4 28% $107.7 $272.6 $4.0 $95.1 $285.3 $12.6 $16.8

2012 $17.25 $6.98 $10.27 0.788 $2,952.3 12% $360.2 28% $101.4 $258.8 $4.0 $90.0 $270.1 $11.3 $15.6

2013 $17.25 $7.29 $9.96 0.741 S2.694.2 12% $328.9 28% $92.1 $236.8 $4.0 $82.2 $246.7 $9.9 $14.2
S29.0

NOTES: Alaska Stalute 37 .13 .010 specifies that 50 percent of income from mineral leases issued after December 1, 1979, must be deposited into the Permanent Fund. For leases issued before 
December 1, 1979, required Permanent Fund contributions are 25 percent of income. This table projects future deposits to the Permanent and General Funds if conlributions to the Permanent 
Fund from all leases were al 25 percent of income. Projections are based on the Alaska Department of Revenue's fall 2000 revenue forecast. Figures include oil and gas royalties and bonuses 
but the relatively small amount of rent from minerals is not included.

SOURCE: Alaska Department of Revenue, Oil & Gas Audit Division (Charles Logsdon).

legislalivo Research Services Report 01.066, January 2001



TABLE 2
C on tribu tion s  to  the  Perm anent and General Funds 

from  M ineral Lease Incom e 
(m illions of dollars)

FISCAL
YEAR

C urren t D eposits  to  the  Perm anent Fund 
From  M ineral Leases

If PF C o n trib u tio n s  @ 25%
C on tribu tion s  

to  the  
Perm anent Fund

Gain to 
the

General Fund
Contributing 

at 25%
Contributing 

at 50% TOTAL
1990 (a) $259.0 $11.2 $270.2 $264.6 $5.6
1991 (a) $431.0 $16.7 $447.7 $439.3 $8.4
1992 (a) $304.2 $14.8 $319.0 $311.6 $7.4
1993 (a) $269.6 $13.2 $282.8 $276.2 $6.6
1994 (a) $202.3 $9.1 $211.3 $206.8 $4.5
1995 (a) $267.8 $10.6 $278.4 $273.1 $5.3
1996 (a) $236.1 $18.2 $254.3 $245.2 $9.1
1997 (a) $281.2 $39.4 $320.7 $300.9 $19.7
1998 (a) $217.2 $30.8 $248.0 $232.6 $15.4
1999 (a) $136.6 $21.4 $158.0 $147.3 $10.7
2000 (a) $227.9 $45.2 $273.1 $250.5 $22.6

2001 (b) $312.6 $285.9 $26.7
2002 (b) $260.2 $224.3 $35.9
2003 (b) $244.6 $204.4 $40.2
2004 (b) $224.5 $187.9 $36.6

2005 (b) $211.5 $176.3 $35.1
2006 (b) $156.3 $131.6 $24.7
2007 (b) $149.3 $126.6 $22.7
2008 (b) $141.1 $120.8 $20.4
2009 (b) $131.6 $114.2 $17.3

2010 (b) $122.3 $106.9 $15.3
2011 (b) $107.7 [ $95.1 $12.6
2012 (b) $101.4 $90.0 $11.3
2013 (b) $92.1 $82.2 $9.9

NOTES:
(a) Actual deposits--data compiled from actual transfers to the Permanent Fund that were listed in the 
state's accounting system (AKSAS) and in the "Additional Due the Permanent Fund for Post Chapter 13 
Leases" reports. Inc luded are a ll m inera l roya lties , ren ts , in terest, and bonus b ids.

(b) Projected deposits--based on the Alaska Department of Revenue’s fall 2000 revenue forecast (same 
data as presented in Table 1). Inc luded  are o il and gas roya lties  and bonuses.

SOURCES:
(a) Alaska Department of Natural Resources, SSD/FSS (Cathy Poulos).
(b) Alaska Department of Revenue, Oil & Gas Audit Division (Charles Logsdon).

Legislative Research Services Report 01.066, January 2001



A L A S K A  S T A T E  L E G I S L A T U R E  

H o u s e  o f  R e p r e s e n t a t i v e s

COMMITTEE ASSIGNMENTS
JUDICIARY COMMITTEE, CHAIRMAN LABOR & COMMERCE COMMITTEE, MEMBER LEGISLATIVE COUNCIL. MEMBER SPECIAL COMMITTEE ON ECONOMIC DEVELOPMENT & TOURISM. MEMBER
w obsile: hllp:\\www.akrepublicans.org\Rol<eberg.lilm

INTERIM.710 WEST 4TH AVENUE, SUITE 350 ANCHORAGE. AK 99501 PHONE: (907)269-0117 FAX: (907) 269 0119
SESSION:ALASKA STATE CAPITOL JUNEAU. AK 99801-1162 PHONE: (907) 465-4968 FAX: (907) 465-2040

Representative Norman Rokeberg
e-mail: Representative_Norman_Rokebeig@ legis.state.ak.us

F e b ru a ry  12, 2001 

D e a r  C o llea g u e

H B  3 re tu rn s  th e  p e rc e n ta g e  o f  a ll m in e ra l le a se  ro y a lt ie s  an d  b o n u se s  d e p o s ite d  in to  th e  P e rm a n e n t F u n d  to  th e  
c o n s titu t io n a lly  m a n d a te d  25 p e rc e n t (p le a se  se e  th e  a t ta c h e d  b ill p ac k e t) .

H B  3 w ou ld  p ro v id e  A la s k a  w ith  a s o u rc e  o f  G e n e ra l F u n d  re v e n u e  w h ile  s ta y in g  tru e  to  th e  p u rp o s e s  o f  th e  
P e rm a n e n t F u n d  an d  th e  in ten t o f  o u r  c o n s titu t io n . A s  th e  ta b le  in y o u r  b ill p a c k e t in d ic a te s , p a s s in g  th is  b ill w o u ld  
g e n e ra te  an  e x tra  $ 2 9  m illio n  a v e ra g e  p e r  y e a r , p lu s  b o n u s  re v e n u e s , o v e r  th e  n ex t th ir te e n  y e a rs .

T h is  p lan  w ill n o t o n ly  h e lp  o u r  p re se n t e c o n o m ic  s itu a tio n , it w ill a lso  a llo w  fo r  p ru d e n t m a n a g e m e n t o f  p o te n tia l 
fu tu re  m in e ra l ro y a lt ie s . A s  the  w e a lth  o f  o ld e r  f ie ld s  su c h  as P ru d h o e  an d  K u p a ru k  d im in is h ,  w e  m u s t lo o k  a t 
re p la c in g  th e m  w ith  n e w e r  fie ld s  su c h  a s  A lp in e  to  e n s u re  c o n tin u e d  re tu rn  to  the  c o rp u s  o f  th e  P e rm a n e n t F u n d . 
[“S trin g  o f  P e a r ls "  re p la c e s  lift in P ru d h o e .]

■ T h is  p lan  is o n ly  a tile  in th e  m o sa ic  o f  a n y  p la n  to  fill th e  f isc a l gap .
■ A lask a  c a n n o t sa v e  its w ay  to  p ro sp e rity .

It is  tim e fo r  th e  le g is la tu re  to  b eg in  ta k in g  s te p s  lo  h e lp  so lv e  o u r  b u d g e t p ro b le m , a n d  to  p la n  fo r  th e  p o te n tia l 
fu tu re  d e v e lo p m e n t o f  A la s k a ’s re so u rce s . H B  3 c a n  h e lp  us s u c c e e d  on  bo th  fro n ts  a n d  I w o u ld  a p p re c ia te  y o u r  
su p p o rt on  th is  le g is la tio n . H o w e v e r , I d o  n o t w a n t to  m o v e  th is  le g is la tio n  w ith o u t su f f ic ie n t  v o te s  fo r  p assag e .

S o m e  m e m b e rs  h av e  v o ic e d  c o n c e rn s  tha t th is  b ill c o u ld  b e  c o n s tru e d  as  a  ra id  on  th e  P e rm a n e n t F u n d . I t  Is  N o t!
It is a s ta tu to ry  c h a n g e  th a t re c o g n iz e s  the  fisca l re a lity  o f  o u r  s ta te  w ith o u t ra is in g  ta x e s . T h e re fo re ,  p le a se  g e t 
b a c k  to  m e i f  y o u  n ee d  ad d itio n a l in fo rm a tio n  o r  i f  I h a v e  y o u r  su p p o rt.

T h a n k s  fo r  y o u r  c o n s id e ra tio n ,

N o rm a n  R o k e b e rg  
S ta te  R e p re se n ta tiv e  
H o u se  D is tr ic t 11

A tta c h m e n ts

P S : L o o k  a t  th e  a tta c h e d  re v e n u e  im p ac ts .

http://www.akrepublicans.org/Rol%3ceberg.lilm
mailto:Representative_Norman_Rokebeig@legis.state.ak.us


F I S C A L  N O T E

STATE O F  ALASKA Fiscal Note Number:
2001 L E G I S L A T I V E  S E S S IO N Bill Version:

() Publish Date:
HB 3

Revision Date/Time (Note if correction): Dept. Affected: Revenue
Title: Deposit to the Permanent Fund BRU: Revenue Operations

Component: Tax Division
Sponsor: Representative Rokeberg
Requester: House State Affairs Component Number: 2476

E x p e n d i tu r e s /R e v e n u e s ____________________________________(T h o u sa n d s  of D ollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES I

CHANGE IN REVENUES ( ) 40,000.0 43,700.0 40,200.0 38,600.0 27,200.0 24,900.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any cu rren t yea r (FY2001) cost: 0.0

Check th is  box (X) i f  fu n d in g  fo r  th is  b ill is inc luded  in the G ove rnor’s FY 2002 budge t proposa l:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate papo if necessary)
This legislation would amend AS 37.13.010(1) and (2) to reduce deposits to the Permanent Fund from 50% to 25% 
from all state mineral lease royalties, rentals and bonuses (including the state's share of such revenues from federal 
leases) from leases issued after Dec. 1, 1979.

The estimates in this fiscal note are based on oil price and production assumptions used in the Department of 
Revenue Fall 2000 forecast. The actual revenue effect to the general fund will be sensitive to future oil prices and 
production. Estimates of the effect of this statutory change suggest that the revenue increase to the state general 
fund will range between $25 million and $45 million per year assuming oil prices average $15 to $25 per barrel.

The increase in revenue to the general fund under this bill will mean an equal decrease in deposits to the Permanent 
Fund.

Prepared by: Charles Loqson, Chief Economist Phone 907 269 1019
Division Tax Division Date/Time 3/3/01 11:00 AM

Approved by: Larry Persily, Deputy Commissioner Date 03/05/2001
Agency Department of Revenue____________________________________

For distribution Information, call the Governor's Leqislative Office 
iRev 2/7/2001 omb) P a g e ___1__ o f ___1__
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Mar• 6- 2001 11:44AM AK PERM FUND CORP No.4057 P. 1

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

(907) 465-2047

M E M O R A N D U M

DATE: March 6,2(101

TO: Representative Norman Rokeberg

FROM: Jim Kelly/ Director of Communications ——

SUBJECT: Impact of HB 3 on Oil Contributions and
Fer Capita Dividends (REVISED)

You have asked about the impact of House Bill 3 on future oil contributions 
and per capita dividends. Based on our financial analysis (see attached), the 
impact on oil contributions will total $333 million between 2001-2011. The 
impact on per capita dividends will total $90 over tire same 11 years. Please 
let me know if you have any additional questions.

cc: Executive Director
Board of Trustees 
Governor's Legislative Liaison 
DOR Deputy Commissioner



Analysis of HB 3
Alaska Permanent Fund Corporation
B u n l  on D*oom 0tr2000APfC Flm nolal P to ft ctfora 
(fbtmMoKo)

2001 2002 2003 2004 2005 200S 2007 2008 2009 2010 2011 J TOTALS I

Oil contrlbuions Status Quo 343 291 271 249 235 179 171 162 162 142 128 2,325
Oil Contributions (HB 3) 313 250 228 208 196 150 144 »3B 131 123 112 1,992

Difference (HB 3 - Status Quo) 30 42 44 41 39 29 27 24 21 19 18 333

Per Capita Dividends Statue Quo $1,930 $1,910 $1,820 $1,750 $1,760 $1,890 $1,960 $2,040 $2,120 $2,200 $2,280 $21,660
Per Capita Dividends (HB 3} $1,930 $1,910 $1,820 $1,750 $1,760 $1,880 $1,950 $2,030 $2,100 $2,180 $2,280 $21,570

Difference (HB 3 - Status Quo) 30 30 $0 $0 $0 $10 $10 $10 $20 $20 $20 $90

c~> o  -o

Rle F.\P»fSOO»l Eral FitesMojlslsrtrt fiequ»sli\Leol>l«Uiii FYOt'J.eg FV01_HB20J?_S_0! jta La it Uprtitod 3/212001



F r o m :  D e p t ,  o f  R e v e n u e  ( D e p .  C o m m .  P e r s i l y  1 / 2 0 / 0 0 )

P E R M A N E N T  FUN D  CO NTRIBUTION  R ATES  FO R  NO RTH  S LO P E  OIL F IELD S 
A LA S K A  DEPT. O F  R E V E N U E  FALL 1999 F O R E C A S T

F Y  2000 Permanent F Y  2000 Permanent
est. Prod. Fund Greater than 25% est. Prod. Fund
M illions Average Contributing Oil M illions Average

25% Contributing O il F ie lds Bbl/Day Contribution F ie lds Bbl/Day
l Contribution

PRUDHOE 0.5640 0.25 SAMBUCA 0 .0 0 0 0 0.3125
PBU SATELLITE 0.0008 0.25 MIDNIGHT SUN 0.0048 0.3125

W EST  SAK 0.0038 0.25 PBU SCHRADER 0 . 0 0 0 0 0.5000

KUP SATELLITE 0 . 0 0 0 0 0.25 KUPARUK 0.2220 0.2514

SCHRADER BLUFF 0.0059 0.25 TABASCO 0.0105 0.3125

LISBURNE 0.0070 0.25 TARN 0.0216 0.4065

NIAKUK 0.0270 0.25 MILNE POINT 0.0477 0.3088

EST BEACH/NORTH PRUDHOE 0.0020 0.25 SAG RIVER 0.0001 0.3890

KNOWN ONSHORE 0 .0 0 0 0 0.25 ENDICOTT/SAGDELTA 0.0470 0.2895

CRU SATELLITE 0 .0 0 0 0 0.25 EIDER 0.0013 0.3125
BADAMI 0.0013 0.5000

PT MCINTYRE 0.0930 0.2982
N PBAY STATE 0 . 0 0 0 0 0.3125

ALPINE 0 . 0 0 0 0 0.3250
NORTH STAR 0 .0 0 0 0 0.5000

LIBERTY 0 .0 0 0 0 0.5000
KNOWN OFFSHORE 0 .0 0 0 0 0.3890

NPRA 0 .0 0 0 0 0.5000
ANWR 0 . 0 0 0 0 0.5000

Estimated Total Production 0.6106 0.4493

(Million Bbl/day)

permto25% Rates by Field



To: Representative Norm Rokeberg 
From : Chuck Logsdon 269 1019  
Date: March 8 ,2 0 0 1  
Subject: HB 3

The charts in this workbook hopefully shed more light on the revenue impact o f HB 3 on the General Fund 

Basically I would summarize as follows:
1. Your percentage calculation method is right on, however, old leases still have most o f the remaining reserves.
2 . As the first chart in this workbook demonstrates, older fields will continue to dominate production and although som e 
o f these old fields contain new leases, the impact of HB 3 begins to decline after 2 006  o r so.
3. Another factor is that although production from new leases will grow as Alpine and Northstar come on line
a good chunk of the new production will come from production in satellite fields that are mostly old leases within existing unitized products

4 . A lso, as we discussed, current exploration activity that will lead to new production is focused in NPRA with a  50%  passthrough and 
attendant spending issues.
5 . Finally, with respect to ANWR, once again the passthough may be watered down to 5 0% . And even with leasing in 2 0 04  
we would not expect production to commence their until at least 2 0 08  (recall that Alpine was discovered in late Fall 1995 )
6 . At this point the biggest impact o f HB 3 is very much associated with Alpine and Northstar startup
and eventually they will begin to deplete. Any other major new lease oil is probably 5 to 10 years off or longer.
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A laska North S lo p e  Oil Production  from Old (25% to  PF) and N ew  (50% to  PF) L e a se s

%Production Accounted by New Leases *-(8— %Production Accounted byOld Leases



R oyalties  to  th e  G eneral Fund with and  w ithout HB3 B a sed  on  th e  D epartm ent o f R even u e
Fall 2000  F o reca st A ssu m p tio n s

•Total Royalties to GF Current Forecast *  Total Royalties to GF With HB 3



Ilustration of the Impact of HB on General Fund Cash Flow-Old Fields and New Fields

%Production
PF&School Accounted by

Fiscal Y ear Contrib Factor New Field added O ld Lease Field Production New Leases

2 0 0 2 0 .7 0 3 1 0 3 3 2 4 0 .0 4 1 8 9 6 6 7 6 0 .2 5 1 .0 4 6 5 4 1 4 18 .4%
2 0 0 3 0 .6 9 4 5 0 8 9 0 4 0 .0 5 0 4 9 1 0 9 6 0 .2 5 1 .0 6 0 6 4 7 2 2 1 .8 %
2 0 0 4 0 .6 9 4 5 0 9 8 4 0 .0 5 0 4 9 0 1 6 0 .2 5 1 .0 4 8 1 2 3 2 1 .8 %
2 0 0 5 0 .6 9 3 3 1 7 1 7 5 0 .0 5 1 6 8 2 8 2 5 0 .2 5 1 .0 6 5 1 3 5 5 2 2 .2 %
2 0 0 6 0 .6 9 6 1 2 9 3 8 3 0 .0 4 8 8 7 0 6 1 7 0 .2 5 1 .0 4 4 7 0 3 2 1 .1 %
2 0 0 7 0 .6 9 8 3 3 4 5 1 6 0 .0 4 6 6 6 5 4 8 4 0 .2 5 1 .0 1 5 4 6 2 2 0 .3 %
2 0 0 8 0 .7 0 1 0 1 8 5 2 8 0 .0 4 3 9 8 1 4 7 2 0 .2 5 0 .9 8 2 4 4 8 7 19 .2%
2 0 0 9 0 .7 0 5 2 2 6 9 7 8 0 .0 3 9 7 7 3 0 2 2 0 .2 5 0 .9 4 9 3 4 5 7 17 .6 %
2 0 1 0 0 .7 0 7 3 6 6 2 7 6 0 .0 3 7 6 3 3 7 2 4 0 .2 5 0 .9 0 4 9 1 7 4 16 .7 %
2011 0 .7 0 9 9 1 0 1 3 1 0 .0 3 5 0 8 9 8 6 9 0 .2 5 0 .8 4 1 2 9 1 2 15 .7%
2 0 1 2 0 .7 1 1 6 8 0 3 8 2 0 .0 3 3 3 1 9 6 1 8 0 .2 5 0 .7 8 7 5 8 8 5 15 .0 %
2 0 1 3 0 .7 1 3 0 8 4 5 2 8 0 .0 3 1 9 1 5 4 7 2 0 .2 5 0 .7 4 0 8 6 4 7 14 .5 %
2 0 1 4 0 .7 1 4 0 8 8 5 0 4 0 .0 3 0 9 1 1 4 9 6 0 .2 5 0 .6 9 9 7 7 1 5 14 .1 %
2 0 1 5 0 .7 1 5 0 6 6 9 0 2 0 .0 2 9 9 3 3 0 9 8 0 .2 5 0 .6 7 4 7 4 3 2 13 .7 %
2 0 1 6 0 .7 1 5 7 9 9 6 1 5 0 .0 2 9 2 0 0 3 8 5 0 .2 5 0 .6 4 0 4 1 6 6 13 .4%
2 0 1 7 0 .7 1 6 5 2 4 0 8 4 0 .0 2 8 4 7 5 9 1 6 0 .2 5 0 .6 0 9 0 9 5 2 1 3 .1 %
2 0 1 8 0 .7 1 7 1 9 2 7 7 1 0 .0 2 7 8 0 7 2 2 9 0 .2 5 0 .5 8 0 6 7 0 7 1 2 .9 %
2 0 1 9 0 .7 1 7 8 9 7 9 0 8 0 .0 2 7 1 0 2 0 9 2 0 .2 5 0 .5 5 3 9 7 5 1 2 .6 %
2 0 2 0 0 .7 1 8 6 0 6 6 4 6 0 .0 2 6 3 9 3 3 5 4 0 .2 5 0 .5 2 8 9 7 9 9 12 .3 %

2002
2 0 0 3
2 0 0 4
2 0 0 5
2 0 0 6
2 0 0 7
2 0 0 8
2 0 0 9
2 0 10  
2 0 1 1  
2 0 12
2 0 1 3
2 0 1 4
2 0 1 5
2 0 1 6
2 0 1 7
2 0 1 8
2 0 1 9
2020



% P ro d u c tio n  F o re c a s t  P rice
A c c o u n te d  M ark e t F o re c a s t  P ric e  M arke t P ric e  W e llh e a d  S c e n a r io  W e llh e a d
byO ld  L e a s e s  N P R A  P ric e  W e llh e a d  S c e n a r io  #1 #1 # 2  #2

Market

8 1 .6 % 2 4 .2 8 1 8 .6 8 2 5 .0 0 19 .4 1 18 12.41

7 8 .2 % 2 2 .0 6 1 6 .6 0 2 5 .0 0 1 9 .5 4 18 1 2 .5 4

7 8 .2 % 2 1 .0 6 1 5 .5 0 2 5 .0 0 1 9 .4 3 18 12 .43

7 7 .8 % 2 0 .3 8 1 4 .7 2 2 5 .0 0 1 9 .3 4 18 12 .3 4

7 8 .9 % 0 .0 3 5 1 7 .2 5 1 1 .4 5 2 5 .0 0 1 9 .2 0 18 12 .2 0

7 9 .7 % 0 .0 4 6 1 7 .2 5 1 1 .3 2 2 5 .0 0 1 9 .0 7 18 1 2 .0 7

8 0 .8 % 0.081 1 7 .2 5 1 1 .0 7 2 5 .0 0 1 8 .8 2 18 1 1 .8 2

8 2 .4 % 0 .0 9 2 1 7 .2 5 1 0 .8 4 2 5 .0 0 1 8 .5 9 18 11 .59

8 3 .3 % 0 .1 2 7 1 7 .2 5 1 0 .6 2 2 5 .0 0 1 8 .3 7 18 11 .37

8 4 .3 % 0 .1 3 8 1 7 .2 5 1 0 .1 6 2 5 .0 0 1 7 .9 1 18 10.91

8 5 .0 % 0 .1 3 3 1 7 .2 5 1 0 .2 7 2 5 .0 0 1 8 .0 2 18 11 .02

8 5 .5 % 0 .1 2 9 1 7 .2 5 9 .9 6 2 5 .0 0 1 7 .7 1 18 10.71

8 5 .9 % 0 .1 2 1 7 .2 5 9 .6 5 2 5 .0 0 1 7 .4 0 18 1 0 .4 0

8 6 .3 % 0 .1 1 2 1 7 .2 5 9 .3 8 2 5 .0 0 1 7 .1 3 18 10 .13

8 6 .6 % 0 .9 9 1 7 .2 5 9 .0 5 2 5 .0 0 1 6 .8 0 18 9 .8 0

8 6 .9 % 0 .8 7 7 1 7 .2 5 8 .6 8 2 5 .0 0 1 6 .4 3 18 9 .4 3

8 7 .1 % 0 .7 6 7 1 7 .2 5 8.31 2 5 .0 0 1 6 .0 6 18 9 .0 6

8 7 .4 % 0 .6 8 1 7 .2 5 7.91 2 5 .0 0 1 5 .6 6 18 8 .6 6

8 7 .7 % 0 .5 9 1 7 .2 5 7 .5 0 2 5 .0 0 1 5 .2 5 18 8 .2 5

I



T ota l
R o y a lties  to  T o ta l R o y a ltie s  
G F  C u rre n t to  G F  W ith HB 
F o re c a s t  3

N P R A
E ffec t
C u rre n t
G F

6 2 7 .2 1 8 5 2  
5 5 7 .7 4 3 4 1 1  
5 1 4 .6 1 8 5 1 1  

4 9 5 .9 2 6 4 8  
3 7 9 .8 0 2 2 2 3  
3 6 6 .1 1 7 7 3 6  
3 4 7 .9 5 0 8 1 9  
3 3 1 .2 4 4 0 9 5  
3 1 0 .2 5 3 8 8 6  
2 7 6 .9 1 0 3 9 3  
2 6 2 .6 3 9 4 3 7  
2 4 0 .1 5 0 2 4 5  
2 2 0 .0 3 5 0 3 9  
2 0 6 .4 0 2 1 1 3  
18 9 .1 8 2 3 3 1  
1 7 2 .8 3 0 2 1 6  
1 5 7 .8 2 3 0 8 2  
1 4 3 .5 0 8 6 4 8  
13 0 .0 6 4 9 2 1

6 6 9 .0 5 3 7 1 4 1
6 0 2 .3 0 6 9 7 7 2
5 5 5 .7 3 5 6 5 7 9
5 3 6 .4 7 1 4 3 5 7
4 0 9 .1 9 3 5 6 9 7
3 9 3 .2 0 4 5 4 0 1
3 7 2 .2 6 2 7 9 1 7
3 5 2 .2 7 3 9 1 9 2
3 2 8 .9 5 3 2 2 0 4
2 9 2 .5 4 8 0 0 7 8
2 7 6 .7 8 0 9 5 7 7
2 5 2 .5 8 2 5 1 5 6
2 3 1 .1 0 0 5 9 6 4
2 1 6 .4 8 5 4 5 7 1
1 9 8 .2 2 1 3 2 5 1
1 8 0 .9 0 4 8 2 2 6
1 6 5 .0 4 2 5 3 2 4
1 4 9 .9 2 5 8 9 4 8
1 3 5 .7 4 6 9 9 1 8

4 1 .8 3 5 1 9
4 4 .5 6 3 5 7
4 1 .1 1 7 1 5
4 0 .5 4 4 9 6
2 9 .3 9 1 3 5

2 7 .0 8 6 8
2 4 .3 1 1 9 7
2 1 .0 2 9 8 2
1 8 .6 9 9 3 3
15 .6 3 7 5 1
1 4 .1 4 1 5 2
1 2 .4 3 2 2 7
1 1 .0 6 5 5 6
1 0 .0 8 3 3 4
9 .0 3 8 9 9 4
8 .0 7 4 6 0 6
7 .2 1 9 4 5 1
6 .4 1 7 2 4 6
5 .6 8 2 0 7 1

N P R A
E ffec t
C u rre n t
G F

A vg 2 0 0 2 -2 0 1 0  3 2 .0 6 4 4 6



A L A S K A  S T A T E  L E G I S L A T U R E  

H o u s e  o f  R e p r e s e n t a t i v e s

COMMITTEE ASSIGNMENTS:
JUDICIARY COMMITTEE, CHAIRMAN LABOR & COMMERCE COMMITTEE. MEMBER LEGISLATIVE COUNCIL, MEMBER SPECIAL COMMITTEE ON ECONOMIC DEVELOPMENT 8 TOURISM, MEMBER
websilo: hllp:\\w w w .akrepublicans.org\Rokoberg.hlm

Representative Norman Rokeberg
e-mail: Representalive_Norman_Rokeberg@ legis.state.ak.us

MEMORANDUM

INTERIM:716 WEST ATH AVENUE. SUITE 350 ANCHORAGE. AK 9950t PHONE: (907) 269-U1I7 FAX: (907) 209 0119
SESSION:ALASKA STATE CAPITOL JUNEAU. AK 99801-1182 PHONE: (907) -165-1968 FAX: (907) -165-20-10

To: The Honorable John Coghill
Chairm an, House State Affairs Committee

From: Representative Norman Rokeberg

Date: February 27, 2001

Re: HB 3

I would request that HB 3 be scheduled before your committee for a hearing. 

Attached are:

1 .
2 .
3.

4.

HB 3
Sponsor Statement
Legislative Research Report, "Estim ated Im pact on the 
General and Permanent Funds if Perm anent Fund 
Contributions were at 25% of M ineral Income"
February 12, 2001 letter from me to my legislative colleagues 
explaining IIB 3

T hank  you for your consideration of this request

http://www.akrepublicans.org/Rokoberg.hlm
mailto:Representalive_Norman_Rokeberg@legis.state.ak.us


F r o m :  D e p t ,  o f  R e v e n u e  ( D e p .  C o m m .  P e r s i l y  1 / 2 0 / 0 0 )

P E R M A N E N T  FUN D  CO NTRIBUTIO N  R A T ES  FO R  N O RTH  S LO P E  OIL F IELD S 
A LA S K A  DEPT. O F  R E V E N U E  FALL 1999 F O R E C A S T

F Y  2000 Permanent FY  2000 Permanent
est. Prod. Fund Greater than 25% est. Prod. Fund
M illions Average Contributing Oil M illions Average

25% Contributing O il F ie lds Bbl/Day Contribution F ie lds Bbl/Day
i

Contribution

PRUDHOE 0.5640 0.25 SAMBUCA 0 .0 0 0 0 0.3125
PBU SATELLITE 0.0008 0.25 MIDNIGHT SUN 0.0048 0.3125

W EST  SAK 0.0038 0.25 PBU SCHRADER 0 .0 0 0 0 0.5000
KUP SATELLITE 0.0000 0.25 KUPARUK 0.2220 0.2514

SCHRADER BLUFF 0.0059 0.25 TABASCO 0.0105 0.3125
LISBURNE 0.0070 0.25 TARN 0.0216 0.4065

NIAKUK 0.0270 0.25 MILNE POINT 0.0477 0.3088

EST BEACH/NORTH PRUDHOE 0.0C20 0.25 SAG RIVER 0.0001 0.3890

KNOWN ONSHORE 0 .0 0 0 0 0.25 ENDICOTT/SAGDELTA 0.0470 0.2895
CRU SATELLITE 0 .0 0 0 0 0.25 EIDER 0.0013 0.3125

BADAMI 0.0013 0.5000
PT MCINTYRE 0.0930 0.2982

N PBAY STATE 0 .0 0 0 0 0.3125
ALPINE 0 .0 0 0 0 0.3250

NORTH STAR 0 . 0 0 0 0 0.5000
LIBERTY 0 . 0 0 0 0 0.5000

KNOWN OFFSHORE 0 .0 0 0 0 0.3890
NPRA 0 .0 0 0 0 0.5000

ANWR 0 .0 0 0 0 0.5000

Estimated Total Production 0.6106 0.4493

(M illion Bbl/day)

permto25% Rates by Fie ld


