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"An Act relating to deposits to the Alaska permanent fund from mineral lease rentals, royalties, royalty sale proceeds, net 
profit shares under AS 38.05.180(0 and (g), federal mineral revenue sharing payments received by the state from mineral 
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FISCAL NOTE

STATE OF .ALASKA
2003 LEGISLATIVE SESSION

Fiscal Note Number:

rsion:
(H) Publish Date:

1

HB 11
? '14/02

Revision Date/Time (Note if correction )^ 
Title

Revenue

Deposits to the Perm anent Fund
Dept. A ffected:

'B R U
Com ponent Permanent Fund Dividend

Revenue Operations

Sponsor
Requester

Representative Rokeberg
House Resources Committee Com ponent No. 981

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

Personal Services
Travel
Contractual
SuDplies
Equipm ent
Land & Structures
G rants & Claims
M iscellaneous

TO TAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

C A PITA L EXPENDITURES

CHANGE IN REVENUES { ) I !

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
O ther (Specify Type-Do not abbreviate)

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

E stim a te  o f any c u rre n t year (FY2003) c o s t: 0.0
C h eck  th is  box (X) i f  fu n d in g  fo r  th is  b ill is  in c lu d e d  in  the G ove rn o r's  FY 2004 b u dg e t p ro p o sa l:

POSITIONS
Full-time
Part-time
Tem porary

ANA LY SIS : (Attach a separate page if  necessary)

See Page 2 for analysis.

Prepared by: L arry Persily, Deputy Commissione
Division Department of Revenue___________

Approved by:
Agency

Phone 465-5469
Date/Time 3/11/03 10:35 AM

Larry Persily. Deputy Com m issicnei Date 3/11/2003
Department of Revenue

(R a v ijc o  912002 OMB)
-

vtr. ; t t e e  c o p y
Page 1 of_2_



FISCAL NOTE #1

STATE OF ALASKA BILL NO. MB11
2003 LEGISLATIVE SESSION 

ANALYSIS CONTINUATION

This legislation would, over time, result in slightly reduced Permanent Fund dividends as less money is 
deposited into the fund from royalty payments. With the reduced royalty deposits into the fund, there 
would be less money to invest and fewer investment earnings to distribute through the dividend program.

Based on the Permanent Fund Corporation's December 2002 earnings projections, and the Department 
of Revenue's Fall 2002 Forecast, we project the following change in dividends under this legislation:

October 2005 
Status Quo $719
HB11 $718

2006 2007 2008 2009 2010 2011 2012
$780 $1,062 $1,314 $1,529 $1,691 $1,841 $1,962

$778 $1,058 $1,307 $1,519 $1,677 $1,824 $1,942

Page_2_of_2.



FISCAL NOTE

STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Dale/Tim e (Note if correction):_________
Title Deposits to the Perm anent Fund

Fiscal Note Number:

Bill Version:
(H) Publish Date:

Dept. Affected:
> ru
Com ponent

HB 11
3/14/03

Revenue
Perm anent Fund Corp.
Perm anent Fund Corp.

Sponsor
Requester

Representative Rokeberg
House Resources Committee Com ponent No. 109

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY2C04 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TO TAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

C APITAL EXPENDITURES I

CHANGE IN REVENUES ( ) (54,232.9)1 (45,828.8) (45,291.9) (43,050.5) (37,682.3) (38,520.0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
O ther (Specify Type-Do not abbreviate)

TO TAL 0.0 0.0 0.0 0.0 0.0 0.0

E stim ate  o f any c u rre n t yea r (FY2003) cost: 0.0
C heck th is  box (X) i f  fu n d in g  fo r  th is  b ill is  in c lu d e d  in the  G o ve rn o r's  FY 2004 b u dg e t p ro p o sa l:

POSITIONS
Full-time
Part-time
Temporary

AN ALYSIS: (Attach a separate paqe if necessary)

The legislation would reduce oil royalty contributions to the Permanent Fund principal.

The bill would have no effect on the operating budget of the Alaska Permanent Fund Corporation.

Prepared by: Robert D. Storer. Executive Director
Division A laska Perm anent Fund Corporation

Phone (9071465-2047 
Date/Time 3/10/2003 1:00: PM

Approved by: Larry Persily. Deputy Commissioner
Agency Departm ent of Revnue_____________

Date 3/11/2003

(Reviled 9/2002 OMB)

ITTEE  COPY
Page 1 of _1_



FISCAL NOTE
STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
Title Deposits to the Perm anent Fund

Fiscal Note Number:

Bill Version:
(H) Publish Date:

Dept. Affected:
; b r u

Com ponent

HB 11
3/14/03

Revenue
Revenue Operations
Tax Division

Sponsor
Requester

Representative Rokeberg
House Resources Committee

Expenditures/Revenues

Com ponent No. 

(Thousands of Dollars)

2476

Note: Am ounts do not include inflation unless otherw ise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

Personal Services
Travel
Contractual
Supplies
Equipment
Land & S tructures
Grants & C laim s
M iscellaneous

T O T A L OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CA PITA L EXPENDITURES i | I

CHANGE IN REVENUES ( ) 54,232.9 45,828.8 45,291.9 43,050.5 37,682.8 38,520.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 G F/Program  Receipts
1037 GF/M ental Health
O ther (Specify Type-Do not abbreviate)

T O TAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate  o f an y  c u rre n t yea r (FY2003) cos t: 0.0
M ark th is  b o x  (X) i f  fu n d in g  fo r  th is  b ill is  in c lu d e d  in the  G o ve rn o r's  FY 2004 b u d g e t p ro p o sa l: 

POSITIONS
Full-time
Part-time
Tem porary

AN ALYSIS : (Attach a separate pape if  necessary)

This bill would set all royalty contrib ins to the Permanent Fund at the constitutionally mandated 25%. 
This would reduce the contribution rate to the Permanent Fund on royalties from leases issued on or 
before February 15,1980 from 50% to 25%.

Based on the Department of Revenue Fall 2002 production and price assumptions, this would increase 
deposits to the General Fund by approximately $40 million to $55 miiiion annually. This legislation would 
reduce royalty deposits to the Permanent Fund by the same amount.

Prepared by: Chuck Logsdon, C hief Petroleum Econom ist
Division Tax Division

Approved by: Larry Porsily, D epuly Com m issioner
Agency Departm ent of Revenue

Phone 269-1019
Date/Time 3/11/03 9:10 AM

Date 3/11/2003

( R a is e d  9/2002 OMB)

; r  t e e  c c f y
Page 1 of..1__



House Finance Committee Vote Sheet

* / n ____________________r

— m  —

MEMBER YES NO

PA SSSED :__  < L ±

SUBJECT:

FAILED:



AMENDMENT 7

TO BE OFFERED IN THE HOUSE FINANCE COMMITTEE 

OFFERED BY REPRESENTATIVE CROFT 

TO: HB 1)

Page 1, line 6, after “A laska” insert:
“and relating to the disposition of permanent fund income;”

Page 2, after line 19, anew  subsection is added to AS 37.13.145:
“(e) AS 37.13.140 and AS 37.13.145(b) may not be amended unless the amendment 
approved a majority of the voters voting on the question.”

Renumber the following bill section accordingly.



ALASKA STATE LEG ISLATURE
House o f Representatives

CO M M ITTEE  ASS IG N M EN TS

RULES CO M M ITTEE . CHAIRMAN 
LAOOR a  CO M M ERC E  CO M M ITTEE , M EM BER  
LEG ISLATIVE CO UNC IL , M EM BER  
SPEC IA L  CO M M ITTEE  ON O IL 4 GAS. M EM BER  
LEG ISLATIVE ETH ICS  CO M M ITTEE , M EM BER

w obsilo : h llp/ZvAvw.okrepublicans org/roKoborg/

Representative Norman Rokeberg
e-mail: RepreseRtative_NormaR_Rokeberg^legis.stale.ak.us

S P O N S O R  STA TEM EN T FOR HB 11 
BY: R ep resen ta tiv e  N o~m an R o k eb erg

7 1G W E S T  ATM AVENUE, S U R E  3 
ANCHORAGE. AK 00501 
PH ONE: (907) 2690117 
FAX: (907) 2G90 II9

S ESS IO N :
ALASKA STATE CAPITOL 
JUNEAU , AK99G01 -1182 
PHONE: (907) 4G5-43G0 
FAX: (907) 465-2040

Title: An Act relating to deposits to the Alaska permanent fund from mineral lease rentals, 
royalties, royalty sale proceeds, net profit shares under AS 38.05.180(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 of the State of Alaska; and providing for 
an effective date.

This legislation returns the percentage of all mineral lease royalties and bonuses deposited into 
the Perm anent Fund to the constitutionally mandated 25 per cent.

HB 11 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 perm anent fund." In 1980, the Legislature recognized excess revenues 
existed (GF revenues for FY 81 totaled $4.07 billion) and wisely decided to raise the am ount of 
royalties and bonuses deposited into the Permanent Fund to 50 percent. This surplus situation 
w ith state revenues no longer exists today.

It is time for the State to redirect the extra 25% Lo the General Fund. Passage of this bill would 
generate an estimated $43.3 million (average) per year over the next seven years, and $54.1 
million in FY 2004 at an estimate $23.25 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 igr re 
this source of Genera,. Fund revenue in solving our budget problem, as well as planning for the 
future developm ent of Alaska's resources. Prudent fiscal management requires this statutory 
change. HB 11 is a small step in the right direction.

I strongly urge you to support this much needed, fiscnlly-prudent legislation.

E D l:0 1 /3 0 /0 3



ALASKA STATE LEG ISLATURE 
House o f Representatives

CO M M ITTEE  ASSIGNM ENTS.

R U LES  COMM ITTEE. CHAIRMAN
LABOR & CO M M ERCE COM M ITTEE. M EM BER
LEG ISLATIVE CO UNC IL  MEM BER
SPEC IA L  COMM ITTEE ON OIL & GAS . MEMBER
LEG ISLATIVE ETH ICS COMM ITTEE M EM BER

WBbsrte: hllpb/www aM epubbcans.org'rokeDerg

Representative Norman Rokeberg
e-mail: Representative_Norr - ’.n_Rokeberp^legis.slate.ak.ub

INTER IM
716 W EST  4TH AVENUE. SU ITE  3DC 
ANCHORAGE AK 9950’
PHONE. 19071 269-0117 
FAX. (907)269-0119

SESSION-
ALASKA STATE CAPITC- 
JUNEAU . AK 99301-1182 
PHONE: (9071 465-4963 
FAX: (9071 465-2040

March 6, 2003 

Dear Colleague:

HB 11 returns the percentage of all mineral lease royalties and bonuses deposited into the Permanent Fund to the 
constitutionally mandated 25 percent (please see the attached bid packet).

HB 11 would provide Alaska with a source of General Fund revenue while s.aying true to the purposes of the 
Permanent Fund and the intent of our constitution. As the table in your bill packet indicates, passing this bill 
would generate an extra $43 million average per year, plus bonus revenues, over die next seven years.

Governor Murkowski had emphasized resource development as way to solve Alaska's fiscal future. The deposits 
received from passage of HB 11 would be the equivalent of finding another Northstar-sized field producing 
approximately 60,000 barrels per day.

This plan will not only help our present economic situation, it will also allow for prudent management of potential 
future mineral royalties. As the wealth of older fields such as Prudhoe and Kuparuk diminish, we must look at 
replacing them with newer fields such as Alpine to ensure continued return to the corpus of the Permanent Fund.

• "his plan is only a first step of any plan to fill the fiscal gap.
■ Alaska cannot save its way to prosperity.
• Repealing the 1980 legislative action is a TAX avoidance measure.

It is time for the legislature to begin taking steps to help solve our budget problem, and to plan for the potential 
future development of Alaska's resources. HB 11 can help us succeed on both fronts and I would appreciate your 
support on this legislation.

Some members have voiced concerns that this bill could be construed as a raid on the Permanent Fund. It Is Not! 
It is a statutory change that recognizes the fiscal reality of our state without raising taxes. Therefore, please get 
back to me if you need additional information or if I have your support.

Thank you for your consideration,

_  [ r \
lorman Rokeberg 

State Representative 
House District 27

PS: Look at the attached revenue impacts.

A ttachm en ts



MAR-27-2003 THU 10:11 AM KENAI LIO FAX NO. 9C7 283 3075 P. 01

Alaska State Legislature

Please enter into the record my testimony to the House Finance
committee name

Committee on HB 11 Deposits to the Perm Fund , dated March 27,2003
bill # / subject public hearing date

Gentlemen & Ladies:
I strongly oppose HB 11 as 1 believe it is against the will of the people in the state of Alaska. 
The people spoke in the Sept. 14, 1999 vote and said, “No, don’t touch the PFD without our 
approval.” This bill does nothing more than erode their dividend and put more funds into 
government disposal. It is also affecting the already low confidence in our legislature in dealing 
with the reai problem of overspending and efficiency in our government. Throwing re funds 
at this overspending problem does not solve it.
How about the many, many grants that need looking at? That’s the people’s money given away 
to special interest that does not get returned - a one-way trip. That should be a top priority. It's 
the Alaskans that pay for this.
I believe there is many areas that need to be slimmed down in size and cost before any higher 
expense for the average Alaskan is considered. I believe, as many do, that your efforts should 
he in preserving the PFD and investing more of the principle of the fund within the borders of 
our state. Then we Alaskans would at least be able to have the use of this fund. The present 
loss of around 6 billion dollars in investments outside of the state is unacceptable. The so- 
called “prudent man” rule is not working. I suggest that the legislature do something about that 
instead of looking to take more from the Alaskan citizens.
What should be done by the legislature is passing HJR 3 as written. This would go a long way 
to restoring confidence in government,
I would like to expect you gentlemen and ladies will do the right thing and defeat HB 11 for the 
betterment of our citizens and pursue correcting this overspending of previous legislatures.

Thank you,

Signed; Ed Martin. Sr.
Testifier

 Self_________

Representing (optional)
it

44332 Sterling Hwy #36 Soldotna.AK 99669 
Address

 fflQZl.2fi2-.fi 829 ____ ______________
Phone number



Alaska State Legislature

Please enter into the record my testimony to the House Finance
commiuee name

Committee on HB 11 / Permanent Fund Deposits Date, March 27.2003
bill # / subject

I would like to go on record as being OPPOSED to HB 11.

HB 11 further illustrates this legislature’s inability to reduce state government cost 

to a sustainable level. Please do NOT seriously consider this or any new funding 

source until ALL public money given to private businesses, individuals, municipal 

assistance, and non-profit organizations, has been completely eliminated.

Oil production from the North Slope is now less than 50% of the peak years, but 

total government spending in Alaska is now higher than it was in the 1980’s. Total 

oil revenues continue to decline, and there is no realistic end of this trend in sight. 

Government spending by the legislature and administration has FAILED 

MISERABLY to follow this decline in revenues.

HB 11 is NOT the answer to our state budget woes. Cutting uon-ess .iial 

spending IS. In my opinion HB 11 does nothing more than encourage continued 

uncontrolled excessive government spending! No informed citizen of Alaska will 

ever seriously consider new revenue sources until all public funds used for non- 

essential spending have been completely eliminated.

in 'd sioe frz i.or 'ON on ihnhv i.iw m^u nm £nn?.-/z-wii



Signed:

Our limited resources should ONLY be spent funding essential government 

services such as education, roads, public health & safety.. Until you reach that 

point, do not come to me asking for more money.

Please learn to say, “NO” to requests from or for municipal assistance, corporate 

welfare, faith based initiatives, clubs, fraternities, business associations, chambers 

cf commerce, the municipal league, individuals, political action committees, 

lobbyists, religious organizations, and everyone else with their hands out, asking 

for OUR money! Please tell them we have higher priorities for the limited money 

available. Once you make these cuts, there will be plenty of money left for 

education, highways and public safety.

Please show true leadership at this difficult time, by voting NO on HB 11. Thank 

you.

Mike McBride________________________________________________________
Testifier

_Sel£  _________________ ______________
Repre^nting (optional)

PO Box 6
Kenai, Alaska 99611-0006

Address

907/776 5444

Phone number

20 *d Sloe 882 A06 'ON XVJ on m m  wv sm  i nm 8 0 0 2 -i.2 -yyw
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Le g isla tive  R e s e a r c h  R e p o r t

F e b ru a ry  1 2 ,2 0 0 3 R e p o r t  Number 03.101

Estimated Impact on th e  G e n e ra l and Perm anent Funds 

if  Perm anent Fund C o w rib u tio n s  W ere  a t 

25 P e rc e n t o f  M in e ra l Income

P r e p a r e d  fo 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  

By  Pa tr ic ia  Y o u n g , M a n a g e r

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.1 For leases issued after 
December 1, 1979, the 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.2

Over the past few years, we have sent you several tables showing actual contributions to the 
permanent fund from mineral revenues In past years, as well as projected revenues from oil and 
gas royalties for future years. You asked for an update of material sent to you previously.

Table 1 shows projected future contributions and includes assumptions regarding oil prices and 
production. Charles Logsdon, petroleum economist at the Alaska Department of Revenue, 
provided the predictions using data from the department's fall 2002 forecast. As you can see 
from Table 1, the department’s fall 2002 forecasting model predicts that if all deposits to the

1 This report discussee what happens to state mineral revenues once they are collected. Changes to AS 37.13.010 
oflect not the amount of revenue collected overall, but how much revenue is deposited into the permanent fund as
opposed  to tho genera l fund. Deposits to the pprm anent fund unde ' AS 3 7 .1 3 .0 1 0  derive m ostly from  petro leum  (p rim arily 
oil roya lties), but they a ls o  include som e  revenue  from  other n m ora ls (m ostly  c oa l).

2 The majority d  mineral income deposited into the permanent fund comes from leases issued before December 1, 
1979, and is, therefore, already deposited at tho 25 percent rate. Alaska Statute 37.13.010 specifies that the following 
incomes from leases Issued after December 1, 1979, are subject to SO percent deposits: mineral lease rentals, royalties, 
royalty sale proceeds, net p rd it shares, and federal mineral revenue sharing payments. Bonuses received by the state 
from mineral leases issued after February 15,1980, are also subjecl to 50 percent deposits.

907-465-3991 
907-465-3908 (tax)

Alaska Legislature 
Legislative Research Services

www.legis.state.ak.us/research/home.htm

Stale Capitol 
Juneau, AK 99801

http://www.legis.state.ak.us/research/home.htm


permanent fund were at 25 percent of income, additional deposits to the general fund would 
average about S41 million annu'‘ y over the next 11 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 approximately $26 per barrel 
for FY 2003, 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 shows actual contributions to the permanent fund from mineral royalties for the years 
1S90 through 2002. 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 2003 through 2013.

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

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

Le g is la t iv e  Res e a r c h  Re p o r t  03.101______________________________
P e r m a n e n t  F u n d  C o n tr ibu tio n s  a t  25  P e r c e n t  o f  M in er a l  In c o m e

February 12, 2003— Pag e  2



TABLE 1
P ro jected  Contributions to the Perm anent and General Funds

If All Oil & G as L e a se s  Contributed to the Perm anent Fund at 25 P ercen t o f Income, FY 2003 - FY 2013
A B C D E F G H I _ J K ... L M N o

Current If Permanent Fund Contributions (a) 25%

Fiscal
Year

ANS W est 
C oast 
Price

TAPS.
Marine,
Other

Allowable
C osts

Royalty
W ellhead

Price
Daily

Production

Annual 
Value o f 

Production 
for 

Royalties

Average
Royalty
Rate

North S lope 
Current 
G ross 

Royalties

Current
Average

Permanent
Fund

Contribution
Rate

Contribution 
to the 

Permanent 
Fund from 

North S lop 
Oil Royalties

Contribution 
to the 

Genera l 
Fund from 

North S lope 
Oil 

Royalties

Contribution 
lo  the 

Genera l 
Fund from 

North S lope 
Oil Bonuses

Contribution 
lo  the 

Permanent 
Fund from 

North S lope 
Oil Royalties

Contribution 
to the 

Genera l 
Fund from 

North S lope 
Oil Royalties

Estimated 
Gain lo  the 

G enera l 
Fund from 

Oil Royalties

Estim ated  
Gain to tho 

G en o ra l 
Fund from  
R oya lt ie s  

& B on u se s

Dollars Millions of 
Barrels/Day

Millions of 
Dollars Percent Millions of 

l*.lla/s P«c*nt Millions ot Dollirj
I A-B C 'D '3 6 5 •F G-H G-l G ’ 25% G-L M-J N + (.5 'K )

2003 $25.94 $5.41 $20.53 0.994 $7,444.9 13% $944.6 30% $286.4 $658.3 $4.0 $236.2 $708.5 $50.2 $53.0

2004 $23.25 $5.37 $17.88 0.997 $6,526.1 13% $821.0 31% $255.9 $565.1 $4.0 $205.2 $615.7 $50.6 $54.2

2005 $22.00 $5.44 $16.56 0.992 $5,996.3 12% $736.8 31% $226.9 $509.9 $4.0 $184.2 $552.6 $42.7 $45.8

2006 $22.00 $5.59 $16.41 0.971 $5,816.9 12% $706.1 31% $215.9 $490.1 $4.0 $176.5 $529.5 $39.4 $45.3

2007 $22.00 $5.70 $16.30 0.956 $5,685.1 12% $672.0 30% $201.6 $470.4 $4.0 $168.0 $504.0 $33.6 $43.1

2008 $22.00 $5.74 $16.26 1.010 $6,011.6 12% $698.8 30% $207.6 $491.2 $4.0 $174.7 $524.1 $32.9 $37.7

2009 $22.00 $5.72 $16.28 1.091 $6,479.3 11% $741.1 30% $220.3 $520.8 $4.0 $185.3 $555,8 $35.0 $38.5

2010 $22.00 $5.83 $16.17 1.074 $6,340.8 11% $723.5 30% $216.0 $507.5 $4.0 $180.9 $542.7 $35.1 $38.8

2011 $22.00 $6.00 $16.00 1.036 $6,050.5 11% $692.6 30% $206.2 $486.3 $4.0 $173.1 $519.4 $33.1 $36.1

2012 $22.00 $6.02 $15.98 0.970 $5,659.1 11% $650.5 30% $192.2 $458.3 $4.0 $162.6 $487.9 $29.6 $32.3

2013 $22.00 $6.22 $15.78 0.904 $5,207.1 12% $600.6 29% $176.1 $424.5 $4.0 $150.2 $450.5 $26.0 $29.0

NOTES: A laska Statute 3 7 .1 3 .0 1 0  specifies that 50  percent o f income from  m ineral le a se s issued after December 1 .1 9 7 9 , must be deposited into the Permanent Fund. For leases Issued before 
December 1 , 1979 , required Perm anent Fund conlribulions are 2 5  percent o f income. This table projects future deposits to Ihe Pc. lanen t and G enera l Funds If con lribu lions to the Perm anent 
Fund from  a ll le a se s  were at 25  t'creent o f income. P ro jections are based on the A laska Department o f Revenue's fa ll 2 0 02  revenue forecast. F igures include oil and gas royalties and bonuses 
but the relatively sm a ll amount o f rent from m ineral le a se s is not in c lu d ed .___________________________________________________________________________________________________________________________

SOURCE: A laska Department o f Revenue . T ax Division (Charies Logsdon).

Legislative Research Services Rcpuit 03.101, Febrvai, 2003



TABLE 2
Contributions to the Permanent and General Funds 

from Mineral Lease Income 
(m illions o f dollars)

FISCAL
YEAR

Current Deposits to the Permanent Fund 
From Mineral Leases

If PF Contributions (® 25%
Contributions 

to the 
Permanent Fund

Gain to 
the

General Fund
C ontributing 

at 25%

C ontributing 

at 50% TOTAL
1990 (a) $261.8 $8.4 $270.2 $266.0 $4.2
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 $320.6 $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 (a) $295.9 $55.0 $351.0 $323.5 $27.5
2002 (a) $187.7 $63.3 $251.0 $219.3 $31.7
2003 (b) $286.4 $236.2 $50.2
2004 (b) $255.9 $205.2 $50.6
2005 (b) $226.9 $184.2 $42.7
2006 (b) $215.9 $176.5 $39.4
2007 (b) $201.6 $168.0 $33.6
2008 (b) $207.6 $174.7 $32.9
2009 (b) $220.3 $185.3 $35.0
2010(b) $216.0 $180.9 $35.1
2011 (b) $206.2 $173.1 $33.1
2012(b) $192.2 $162.6 $29.6
2013(b) $176.1 $150.2 $26.0

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. Included are all mineral royalties, rents, interest, and bonus bids.

(b) Projected deposits-based on the Alaska Department of Revenue's fall 2002 revenue forecast (same 
data as presented in Table 1). Included are oil and gas royalties 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 03,101 February 2003
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Rc: HB 11

Subject: Re: HB 11
Date: Wed, 29 Jan 2003 16:57:05 -0900 

From : Larry Persily <Larry_Pcrsily@revenue.siatc.ak.us>
O rganization: Department of Revenue

To: Janet Seitz <Janet_Seitz@legis.state.ak.us>
CC: Heather Nobrega <Heather_Nobrega@legis.state.ak.us>,

Bill Corbus <bill_corbus@revenue.state.ak.us>, charles_logsdon@revenue.state.ak.us, 
Dan Dickinson <dan_dickinson@revenue.state.ak.us>

In answer to your questions:

W hat tax rate would be needed to raise $43.3 million a year in new revenue?

1) Sales tax: A statewide sales tax of 0.4% on all goods and services would raise approximately $44 
million per year.

2) Income tax: A personal income tax of 0.33% on adjusted gross income (no deductions) or 0.44% on 
taxable income (after deductions) would raise about $45 million per year.

3) M otor fuel tax: A tax increase of 15 cents per gallon would raise about $45 million per year.

How much oil would have to be discovered or pumped in order to generate $54.1 million this year 
and/or average $43.3 million over the years?

This is not an easy question to answer definitively because of the ELF. Individual well production rate, in 
addition to field size, will determine the production tax rate. For instance, another Northstar-sized field 
producing around 60,000 barrels per day with the most productive wells currently on the slope (around 
12,000 barrels per day) would generate revenue to the general fund equivalent to the $43 million average 
of HB 11. On the other hand, if a field produced from wells averaging 2,000 barrels per day you would 
need a field that produced 70,000 banrels per day total to raise the same amount o f revenue (because o f the 
ELF multiplier in the tax rate). If you were talking about a bunch of satellite fields that would pay zero 
production tax because of ELF, you would need to fire up six fields of 20,000 barrels per day each, with 
average well production of 1,000 banels per day, to generate the equivalent revenue from royalties alone 
(because there would be no production tax revenue).

Bottom line, you would need between 50,000 and 120,000 barrels of sustained daily production under 
current law to generate
general fund revenues equivalent to HB 11. Reserve wise this is probably something on the order of a field 
holding 150 million to 200 million barrels of oil.

Let me know if you need anything more.

Larry

mailto:Larry_Pcrsily@revenue.siatc.ak.us
mailto:Janet_Seitz@legis.state.ak.us
mailto:Heather_Nobrega@legis.state.ak.us
mailto:bill_corbus@revenue.state.ak.us
mailto:charles_logsdon@revenue.state.ak.us
mailto:dan_dickinson@revenue.state.ak.us


HB 11 dividend projections

Subject: HB11 dividend projections 
Date: Wed, 29 Jan 2003 07:45:31 -0900 

From : Larry Persily <Larry_Pcrsily@revenue.statc.ak.us> 
O rganization: Department of Revenue

To: Heather M Nobrega <heather_nobrega@Iegis.state.ak.us> 
CC: bob Bartholomew <bbartholomew@alaskapermfund.com>, 

Chris Phillips <cphillips@alaskapermfund.com>

We have calculated the projected Permanent Fund dividend through 2012 under the existing royalty 
deposit percentage in statute and the amended percentage as proposed in Rep. Rokeberg's HB 11.

These calculations are based on financial data from the Permanent Fund Corporation as of Dec. 3 1, 2002, 
and the Department of Revenue's estimates for the number of future dividend applicants.

These are rounded off to the nearest $10, so there may be a difference of a few dollars each year that 
doesn't show up on this chart. However, projecting future dividends down to a single dollar would 
mistakenly represent a level of precision that does not exist. That's why we round up (or down) to the 
nearest $10. The $10 difference doesn't start to show until the October 2010 dividend.

Please let me know if you need any additional information. We will put this in a formal fiscal note for the 
first hearing on the bill.

Heather,

Larry

S tatus quo dividends 
October 2003 -$1,170 
October 2004 - $880 
October 2005 - $720 
October 2006 - $780 
October 2007-$1 ,060 
October 2008 - $1,310 
October 2009-$1 ,530 
October 2010-$1,690 
October 2011 -$1,840 
October 2012-$1 ,960

HB11
$1,170
$880
$720
$780
$1,Cj 0
$1,310
$1,530
$1,680
$1,820
$1,940

mailto:Larry_Pcrsily@revenue.statc.ak.us
mailto:heather_nobrega@Iegis.state.ak.us
mailto:bbartholomew@alaskapermfund.com
mailto:cphillips@alaskapermfund.com


Alaska Permanent Fund Corporation
Ratad on Dacombar 2002 financial pm/acllont (S In mIMoni)

Analysis o f HB 11

1 FYM FY04 FY05 FY06 FY07 FY08 FY09 FY1Q FY11 FY12 Totalsl
Dedicated mineral revenue status quo $322 $291 $261 $256 $251 $246 $248 $237 $221 $206 $2,539

Dedicated mineral revenue HB 11 $322 $237 $215 $211 $208 $208 $209 $198 $185 $174 $2,167
Difference (Status Quo • HB 11) $0 $54 $46 $45 $43 $38 $39 $39 $36 $32 $372

Lump sum distribution to dividend fund per status quo $715 $545 $455 $494 $665 $820 $954 $1,058 $1,155 $1,235 $8,097
Lump sum distribution to dividend fund per HB 11 $715 $545 $455 $493 $663 $816 $949 $1,050 $1,145 $1,223 $8,054

Difference (Status quo - HB 11) $0 $0 $0 $1 $2 $4 $6 $8 $10 $12 $43

Note: These projections represent only our best estimate of the median case rate of return; actual annual performance will vary with market volatility. 
Distributions shown for the Dividend are calculated and booked as payables at fiscal year end and actually paid (jut the following fiscal year.
Thera may be slight differences due to rounding.

m  FW tM l Esc* nMWudg>t.Slm«''*AFfC MS ii_u_n_oi_ *>_».)• i:M m. ittwoox Ij* oircvoi



To: R ■wesentative Norm  Rokeberg  
From: Chuck Logsdon 26 9  1019  

Date: January 22 , 2003  
Subject: H B 1 1

I have updated the charts that w ere prepared last April for HB 3 based on our Fall 2 0 02  forecast
The higher current and projected oil prices have increased the estim al ' the gain from HB  11 to over $4 0  million per year through F Y  2010

Basically I would sum m arize the information in the tables and charts in Ihe d iffe rt >t worksheets as follows:
1. O ver Ihe next 7  years, new leases will account for an average of over 2 2 %  of total pioduction.
2. O ver the next 7  years HB 11 will contribute on average just over $40 million per year to the general fund under our current forecast assumptions.
3. O ver time as the sm aller new fields deplete relative to our old fields like Prudhoe, the gain from H B 11 will diminish.
4. Although production from new leases has grown with Alpine and Norlhstar coming on line
a good chunk of other new  production will com e from satellite fields that are mostly old leases within existing unitized production.

5. Alpine and Norlhstar are now approaching peak production. Norlhstar is all new  leases and Alpine is over half new  leases. This is a period
where the gain from HB 11 is very attractive since in a few  years these fields will begin to deplete. Any other m ajor new  lease oil Is probably 5  to 10 years off or longer.
6. Finally, with respect to A N W R , the federal royalty passthrough m ay be w atered  down from 9 0 %  to 50% . Assum ing leasing in 2004  
and a  modestly rapid developm ent schedule w e would not expect production to com m ence until after 2010 .

G eneral Fund Gain to HB 11 Millions $

Average

2 0 04 54.1
2 0 05 45 .8
2006 45 .3
2 0 07 43.1
2 0 08 37.6
2 0 09 38 .5
2 0 10 38.8

»ge 43.3

hb 11 updated tables & charts-Jan22,2002 Introduction



CURRENT PERM ANENT FUND CONTRIBUTION RATES FOR NORTH SLOPE O IL FIELDS 
ALASKA DEPT. OF REVENUE FALL 2002 FORECAST

FY 2002 Permanent FY 2002 Permanent

Prod. Fund G reater than 25% Prod. Fund

Millions Average Contributing Oil M illions Average

’/o Contributing O il Fields Bbl/Day Contribution Fields Bbl/Day Contribution

PRUDHOE 0.4873 0.25 KUPARUK 0.1754 0.2524

TABASCO 0.0028 0.25 TARN 0.0273 0.4587

PBU SATELLITES 0.0260 0.25 MELTWATER 0.00321 0.5000

EIDER 0.0017 0.25 MILNE POINT 0.0397 0.3696

W EST  SAK 0.0060 0.25 SCHRADER BLtJFF 0.0117 0.2901

LISBURNE 0.0102 0.25 SAG RIVER 0.0007 0.5000

NIAKUK 0.0191 0.25 ENOICCTT 0.0296 0.3169

iST  BEACH/NORTH PRUOHOE 0.0000 0.25 BADAMI 0.0017 0.5000
PT MCINTYRE 0.0454 0.3308

ALPINE 0.0956 0.3950
NORTH STAR 0.0200 0.5000

NPRA 0.0000 0.5000
ANWR 0.0000 0.5000

tal FY 2002 Production 0.5532 0.4505

timated Total Production 0.5532 0.4505

illion Bbt/day)

hb 11 updated tables & charts-Jan22,2002 Rates by Field

25% ‘ vol O ther’ vol

0.121824 0.044275
0.00071 0.012526

0.006512 0.001605
0.000428 0.014689
0.001493 0.003407

0.00255 0.000362
0.004784 0.00938
5.19E-06 0.000866

0.015002
0.037782
0.009986

0
0

sum 0.138305 0.149879 0.287124
0.707876 =wt avg contribution pi & si

1.0037

1.0037



Alaska North S lope  Oil Production from Old (25% to PF) and New (50% to PF) L e a s e s

%Production Accounted by New Leases %Production Accounted byOld Leases

hb 11 updated tables & charts-Jan22.2002.xls Percentages
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Royalties to the General Fund with and without HB11 B ased  on the Department of Revenue 
Fall 2000 Fo reca s t  Assum ptions

T o ta l P rod  R oyalties  to  G F  C u rren t F o re c a s t ■ ' *  T o ta l Prod R oyalties  to  G F  W ith  H B  11

hb 11 updated tables & charts-Jan22.2002.xls togeneralfundwith&without



Ilustration of the Im p ac t of H B  11 on G e n e ra l Fund  C a sh  F lo w -O ld  F ields an d  N e w  F ields

P erm  Fund
F ac to r =  F a ll N e w  F ie ld  E xtra O ld  L e a s e

% P roduction  

A cco un ted  by
% P ro d u c tio n
A c co u n ted

Fiscal Y e a r 2 0 0 2 -  cut) % to P F F ie ld  % Production N e w  L eases byO ld L e a s e s  N P R A

2 0 0 2 0 .7 0 7 9 0 .0 371 0 .2 5 1.011 1 6 .5 % 8 3 .5 %

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

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

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

2 0 0 6 0 .6 8 9 2 0 .0 5 5 8 0 .2 5 0 .971 2 3 .8 % 7 6 .2 %

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

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

2 0 0 9 0 .6 9 7 8 0 .0 4 7 2 0 .2 5 1.091 2 0 .5 % 7 9 .5 % 0 .0 6 5

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

2011 0 .6 9 7 2 0 .0 4 7 8 0 .2 5 1 .0 3 6 2 0 .7 % 7 9 .3 % 0 .0 9 5

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

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

2 0 1 4 0 .7 0 3 6 0 .0 4 1 4 0 .2 5 0 .8 4 6 1 8 .2 % 8 1 .8 % 0 .0 71

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

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

2 0 1 7 0 .7 0 7 8 0 .0 3 7 2 0 .2 5 0 .7 1 3 1 6 .5 % 8 3 .5 % 0 .0 5 2

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

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

2 0 2 0

A v e ra g e  2 0 0 2 - 2 0 1 0  

A v e ra g e  2 0 0 3 - 2 0 1 0

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

2 1 .9 %

2 2 .6 %

8 4 .8 % 0 .0 3 8

F o re c a s t
M a rk e t
P rice

2 1 .7 8
2 5 .9 4
2 3 .2 5
22.00
22.00
22.00
22.00

22.00
22.00
22.00
22.00

22.00
22.00
22.00
22.00
22.00
22.00
22.00
22.00

hb 11 updated tables & charts-Jan22,2002 Data



(lustration of the Impa

Fiscal Y e a r

A verag e  2 0 0 2 -  

A verag e  2 0 0 3 -

T o ta l P rod
R o ya lties  to T o ta l Prod  

F o re c a s t P rice G F  C u rren t R oyalties to G F  T o ta l B onus G F  G a in
W e llh e a d  F o re c a s t W ith  H B  11 t o G F  fro m  H B  3

2 0 0 2 1 6 .8 0 5 5 4 .3 5 8 3 .4 29 .1

2 0 0 3 2 0 .5 3 6 5 3 .5 7 0 3 .8 5 .5 5 3 .0

2 0 0 4 1 7 .8 8 5 5 9 .5 6 0 9 .9 7 .2 54 .1

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

2 0 0 6 16.41 4 8 6 .6 5 2 6 .0 1 1 .8 4 5 .3

2 0 0 7 1 6 .3 0 4 6 7 .0 5 0 0 .7 1 8 .8 43 .1

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

2 0 0 9 1 6 .2 8 517 .1 552 .1 7 .0 3 8 .5

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

2011 1 6 .0 0 4 8 2 .9 5 1 6 .0 6.1 36 .1

2 0 1 2 1 5 .9 8 455 .1 4 8 4 .6 5 .4 3 2 .3

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

2 0 1 4 1 5 .5 7 3 9 1 .5 4 1 4 .6 6 .0 26 .1

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

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

2 0 1 7 1 4 .9 4 3 2 2 .2 339 .1 6 .0 1 9 .9

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

2 0 1 9 1 4 .4 8 281 .1 2 9 5 .0 6 .0 1 6 .9

2 0 2 0

-2 0 1 0

-2 0 1 0

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

4 2 .8

hb 11 updated tables & charts-Jan22,2002 Data
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D ATE: 3-27-03
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sits to the Permanent
Fund

UPDATE #:

P L E A S E  S I G N  I N
P R I N T  YOUR NAME ADDRESS (M A ILIN G  & Z I P ) REPRESENTING T E S T IF Y IN G ?  

Y  o r  N

Ed Martin, Sr. 44332 Sterling Hwy#36 
Soldotna, AK 99669 Self Y

Email address:
. - ; ':;■:!:- W ■■ ■ :■ : " ' ! '■-:i HB 11

Fred Sturman PO Box 513 Soldotna, AK 99669 Self Y
Email address: ■ HB 11

James Price PO Box 7043 Nikiski, AK 99635 Self Y
Email address: jprice@kenai.net HB 11
Email address: • .* •

Email address: . . . . . .  -■ ;  ' ’

Email address:

Email address: ' . ;X-:7. •

mailto:jprice@kenai.net
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