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(11) HOUSE COMMITTEE REPORT

Date referred: 1/18/88 FURTHER REFERRALS;*
DATE:
The Finance Committee has considered HB 327
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Preservation Act; and providing for an effective date."
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STATE OF ALASKA BILL VERSION CS HB 327 ~FIN "™
1988 LEGISLATIVE SESSION

PUBLISH DATE:

REQUEST FISCAL NOTE
'FF?(\j/ieS'io'r']ADnateA I il i - Agency Affected: Dept, of Corrections

violating the Alaska Historic Preservation Xct"

Sponsor: Representative Davis & Kopenen  Components .
Requestor:

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 88 FY §9 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES

TRAVEL
CONTRACTUAL
SUPPLIES
ERUIPMENT
ND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 U 0 u

REVENUE 0 0 0 0 0 0

FUNDING:  (Thousands of Dollars)

GENERALFUND

FEDERAL FUNDS

OTHER

TOTAL N Q N 0 b 0

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

ANALYSIS :  (Attach aseparate page if necessary) _
This legislation would have minimal impact on the Department of Corrections,

Prepared by: -Susan.Kniehton _ Phone: 4653316
Division : Director of Administrative Services Rate;_

Approved by Commissioner: Susan _Humphrev-Barnett. Date: _
Agency: Department of Corrections

Distribution (bz_preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page, of



STATE OF ALASKA BILL VERSION: CSHB 327 (FIN)

1988 LEGISLATIVE SESSION PUBLISH DATE:
REQUEST FISCAL NOTE
Revision Date: 05/17/87 A°.;ncyAffected: Natural Resources
Tiile: An ilCt_ relaﬁiniHFfz penalties BRU: Parks and Recreational
or violacing che Kanacement
SPONSOr: _ pavis. Kooonen Components : - pLcLQrd.c. 8esntir-~.°
Requestor: House Judiciary __ Management__

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS

TOTAL OPERATING = B -0- -0- -0- -0-

CAPITAL ,

REVENUE

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS :  (Attach aseparate page if necessary)

Because HB 327 1is an upgrade in existing penalties, there should be no
additional costs incurred by the Department of Natural Resources.

Lawrence Ostrovsjm”™ Special Assistant

Prepared by: Phan.m W - m 0
Division : Commissioner™ Offi/ce " Date:  01/1~/88

Approved by Commissioner: Dot O]j]./\/88

Agency: Department of Natu/al Resources

Distribution (bz_preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted AgenCy(ies) page, — of =

_73
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Original sponsors: Davis and Koponen

IN THE HOUSE BY" THE FINANCE COMMITTEE
CS 10R HOUSE BILL NO. 327 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to penalties for violating the
Alaska Historic Preservation Act; and providing for
an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 41.35.210 is repealed and reenacted to read:

Sec. 41.35.210. CRIMINAL PENALTIES. A person who 1is convicted
of violating a provision of this chapter is guilty of a class A misde-
éeanor.

* Sec. 2. AS 41.35 is amended by adding a new section to read:

Sec. 41.35.215. CIVIL PENALTIES. |In addition to other penalties
and remedies provided by law, a person who violates a provision of
this chapter 1is subject to a maximum civil penalty of $100,000 for
each violation.

* Sec. 3. This Act takes effect July 1, 1988.

-1- CSHB 327 (Fin)



STATE OF ALASKA BELL VERSION: B 327
1988 LEGISLATIVE SESSION PUBLISH DATE-

FISCAL NOTE
REQUEST:

eyision Date; : g Agency Affected: Dept+ of Corrections
%ltYe:_nAn Act relating to penalties for dgtj y P
violating the Alaska Historic Preservation Act"
Sponsor: Representative Davis & Kopenen  Components ..
Requestor:

EXPENDITUR ES/REVENUES: (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 Fy 91 FY 92 FYy 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND* STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 0 0 ( S N—
REVENUE 0 0 o 0 0 o
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FEDERAL FUNDS

OTHER

TOTAL n n 0 0 b 0

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME
TEMPORARY

ANALYSIS :  (Attach aseparate page if necessary)
This legislation would have minimal impact on the Department of Corrections,

Preparedby:  susam knighteid w _ Phone: 465-3376
Diveeslrion: . Director of Administrative Services Da?g;e_TETSJ_
ch
Approved by Commissioner: Susan Humphrey-Barnett, Date: .
Agency: Department of Corrections
Distribution (bzlpreparer):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies) page, of



. STEVE COWPER, GOVERNOR
N - s
ime <, -

DEMUTMENT OF NATURAL RKSOVRCKS 400 WILLOUGHBY AVE.
JUNCAU, ALASKA 99801-1796

PHONE: (907) 465-2400
OFFICE OF THE COMMISSIONER

January 14, 1988

The Honorable John Sund

Chairman, House Judiciary Committee
State House of Representatives

P.0. Box V

Juneau, Alaska 99811

Dear Representative Sund:

Subject: HB 327 relating to penalties for violating
the Alaska Historic Preservation Act.

Background

HB 327 increases criminal penalties for appropriating,
destroying or otherwise harming any historic, prehistoric or
archeological resources of the state. HB 327 provides that
violations will be a Class A misdemeanor and provides for a
civil penalty of up to $100,000.

Introduction of a civil penalty will provide a substantial
monetary deterrent which does not exist under present law,
as archeological artifacts and items such as historic
aircraft parts often have substantial monetary value.

Recommendation

The Department of Natural Resources supports HB 327 and
recommends its passage out of the House Judiciary Committee

Buncerely,

udith M. Brady
"Commissioner

cc: Rod Swope
Bob Evans
Bill Sponsors
Committee Members
Department of Law

10-J9LH



M EMUORANDUM State of Alaska

Department of Natural Resources, Division of Parks and Outdoor Recreation

T0: Tan Moyer
Legislative Aide
Representative Davis® Office
Alaska State Legislature

FRCM: Judith E. Bittner REF: Changes to
Chief, Office of History & Archaeology ACC.11.16  APR 2 4..RECa
Department of Natural Resources

The Alaska Historic Preservation Act, (AS 41.35.010) formulates as state law
the preservation and protection of Alaska® historic, prehistoric and

archaeological resources fran loss, desecration and destruction. Title 11,

Chapter 16 of the Alaska Administrative Code, establishes implementing

regulations to deal with jurisdiction, title to collected items, the permit—
ting process, reports, etc. related to these resources.

It is unlawful for a person to appropriate, excavate, remove, 1injure, oOr
destroy without a permit from the Commissioner, any historic, prehistoric or
archaeological resources of the state. There is, quite properly, a broad
definition given to "historic, prehistoric and archaeological resources"

under 41.35.230 (“'deposits, structures, ruins, sites, buildings, graves,

artifacts, fossils, or other objects of antiquity which provide information
pertaining to the historical or prehistorical culture of people in ths state
as well as to the natural history of the state.™) Penalties are establis—
hed under Section 41.35.200 for possessing, selling, buying or transporting
within the state, or offering to sell, buy or transport within the state,

historic, prehistoric or archaeological resources taken or acquired in
violation of this section. Violators are guilty of a misdemeanor and, upon
conviction, are punishable foy a fine of $1,000, or foy imprisionment for not
more than six months, or foy both. (AS 41.35.210)

I am certain that aircraft and parts thereof are adequately covered under AS
41.35.230. Alaskan historic aircraft have been accorded recognition as
historic artifacts and/or objects of antiquity foy the Governor®s Historic
Sites Advisory Committee (established under AS 41.35.110) 1in nominations to
the National Register of Historic Places and foy award of grants to recover
rare, endangered aircraft. I would suggest that changes should not be made
to Section 11.16.110, a portion of the iraplanenting regulations that define
administrative responsibility for historic sites.a..being_within_the Divi—
sion of Parks_andJ5utdppr_Recreation. . ."Any "changes in State law Miould,

more appropriately, be made to AS 41.35.200. Mr..long"s efforts are in the
right direction; as State Historic Preservation Officer | would support
efforts-to increase the penalty forviolation., of.41.35*200 from.a misdemea—
nor to a felony. “

MOYER. REP



A laska State Legislature

Representative Mike Davis

P.O. Box V Interim Office:

Juneau. Alaska 99811 P.O. Bax 8143S

(907) 465-4930/4941 Fairbanks, Alaska 99708

MEMORANDUM

T0: Committee
FROM:
DATE:
RE: HB 327: An Act relating to penalties for violating

the Alaska Historical Preservation act; and
providing for an effective date.

The Alaska Historic Preservation Act protects historic,
prehistoric and archeological resources, including deposits,
structures, ruins, sites, buildings, graves, artifacts,
fossils, or other objects of antiquity which provide
information pertaining to the historical or prehistorical
culture of the people in the state as well as the state’s
natural history. This protection exists only on state land.
The act does not pertain to federal or private land. HB 327
provides a higher level of protection for historical resources
by increasing the penalties for violating the act.

Alaska has an unusually rich and largely undisturbed
reserve of historic objects. These resources are often sought
by collectors undeterred by current penalties or the need to
preserve these objects for the public good. It is no
exaggeration that ivory and bone tools used by Eskimos, great
wood carvings of the Tlingits, dinosaur bones found on the
North Slope and World War Il relics strewn around the state
and across the Aleutians are priceless.

Current law provides penalties of a $1,000 fine, six
months imprisonment or both for violating the act- penalties
inadequate to protect the state®s historical resources. HB
327 would 1increase the criminal penalties for violation of
existing law to those of a Class A misdemeanor, no more than a
$5,000 fine, one year imprisonment, and adds civil penalties
of up to $100,000.

Passage of HB 327 would provide an effective deterrent
against unauthorized destruction or theft of historic objects
protected by the Alaska Historic Preservation Act on state
lands and would heighten awareness among Alaskans and visitors
of the value of these unique and diverse resources.
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ALASKA HASI10aLGALr~ JBANSPORTATION MUSEUTfe~.,
Box 920 + Palmer. Alaska 99645 « Tel: (907) 745-4493

Honorable Ted Stevens
United States Senator
147 Russell Office Building
Washington, D.C. 20510
11/14/85

Dear Senator Stevens,

We need your help!!! We have been working with the State
of Alaska Office of History and Archeology, the Governors
Office, The Army Corps of Engineers and aviation historical
groups across Alaska to formulate and expidite a rational
plan for the assessment, recovery and exhibit placement, in
Alaska, of World War 1l aircraft wrecks.

It has been a difficult process, but substantial progress
has been made. The Governor of Alaska requested a plan
dealing with the W.W. Il aircraft recovery and exhibit from
a coallition of groups in October of this,year and the plan
was produced and submitted on time. In cooperation with the
mentioned state or federal agencies initially the coallition
of non profit groups included this museum, as an established
" physical " museum facility in Palmer, the Alaskan
Aviation Committee of Anchorage and has expanded to include
the Interior Alaska and Arctic Aeronautical Foundation of
Fairbanks, which at this time 1is developing an aviation
collection within the Gold Dome at Alaskaland.

At this critical time when we are getting an " Alaskans
for Alaska " effort well underway a potentially major
disaster is in the making. A combined group of in state and
" outside " salvors has gone to both Unalaska and Umnak

Islands and gathered up the remains of at least seven p-40
W_w_11l Ffighter aircraft for shipment to the Lower 40 states.
This involves federal 1lands and has been done without the
necessary fTederal permits which should have been obtained
from the U.S. Fish and Wildlife Service. It is also the
second violation by the same group within several months
as similar violations recently occurred on Amchitka Island
and were documented by the U.S. Fish and Wildlife Service.
Our concern arises from the fact that the U.S. Fish and
Wildlife Service has been forming a position on this
particular instance which maintains that the violators will
be fined ( S250 ) for their trespass, but that they can have
these historically important aircraft!!! For your
information a rock bottom price for a flyable P-40 at this
time 1is in the range of $400,000. As useful parts alone the
assembled wrecks represent, we estimate , a figure
substantially in excess of $400,000. Not a bad return for a
couple of $250 fines!!!



Per Dave Olson of the U.S. Fish and W ildlife O ffice in
Anchorage his agency is about to claim ownership of all
other documented wrecks on their lands, but as these
particular wrecks have been moved it would be difficult to
prove ownership.

This 1is an indefensible position!! We have photographs of
the wrecks 1in question as they were 1in place on federal
lands, and this documentation has existed for years ,these
wrecks were included 1in our plan which was requested by the
Governor of Alaska and the helicopter pilot in Dutch Harbor
who actually airlifted these wrecks for the salvors has
pointed out the origin points to Alaska State Troopers.

Is the U.S. Fish and Wildlife Service acting in an
ethical, professional and non biased manner on this issue??
We believe not particularly when their past performance
, please see the enclosed information, indicates that at
least some U.S. Fish and Wildlife personnel in Alaska seen
to have played favorites with Lower 48 collectors in the
past. An Alaskan group long on the field definitely came out
second best to the Confederate Airforce, in Texas. Does
perhaps someone or a number of people in Alaskas U.S. Fish
and Wildlife Service have a vested interest in the outside
sale of these materials? Perhaps this question should also ™
be examined.

What we want at this time 1is your help 1in stopping the
drain of historical materials from Alaska which 1in turn will
help us get in place an Alaskan system for dealing with
these materials. We want the authority for collection or
disposal of W.W._.I1l1 aircraft , or any important aviation
materials, on federal lands to be turned over to the State
of Alaska Office of History and Archeology. At this moment
we specifically want authority for the P-40s in question to
be turned over to the State of Alaska Office of History and
Archeology. That agency can then in turn v/ork with our
museum and its allied preservation groups to insure quality
exhibits within Alaska and perhaps a funding base, via sales
of aviation materials deemed surplus, for other important
aviation history preservation activities.

We have 1included a letter we wrote to another historical
group recently as part of our effort to include Alaskan
interests 1in the current Army Corps of Engineers
Aleutions/W.W.I1 cleanup impact study. It should clearly
illustrate our position on historical aviation preservation
in Alaska.

In closing 1 would like to add that after a great deal of
effort and real pain on the part of Alaskans the proposed
U.S. Fish and Wildlife stand on the P-40S 1in question will
set a precedent which will virtually open Alaska up to a
salvors "Gold Rush". Irreplaceable historical aircraft
remains of high educational and exhibit value , worth
virtually millions of dollars , will disappear and what will
be left for our people, our children?

Please contact us for whatever additional information you
might need.



THE ALASKAN
HISTORICAL AIRCRAFT
SOCIETY

2397 East 47th Court
Anchorage. Alaska 99507
907-276-1807

June 7, 1979

Dear Sir:

The Alaskan Historical Aircraft Society would like to ardently
protest the occurance of a situation and the conduce of certain
federal agencies. During April and May a group of gentlemen rep-
resenting the Confederate Air Force of Harlingon Texas arrived

in Alaska with a DC-3 cargo aircraft and a helicopter. Their

intent was to salvage as much WWIlI aircraft or aircraft parts as

was feasible. Their journeys took in the Alaskan Peninsula (King
Salmon - Cold Bay - Chernofski) and eventually to Adak, a restricted
entry Navy base in the Alentians. There they spent five days and
flew on government O.A.S. aircraft in the company of FWS personnel
to areas containing actual or reported WWII aircraft wreckage.

The survey aircraft was originally chartered to serve the native pop-
ulation at Atka Village, through the BIA. In questioning-John Moore,
Director of BIA in Juneau, the claims that BIA did not authorize the
flying excursions by Confederate Air Force people. He indicates
that the flights were FWS authorized as "refuge survey flights."”

He feels that the "truth" would never have come to light except that
the aircraft got stuck in the sand at Tanaga Bay ( a rich historical
area) and was 18 hours overdue for doing BIA work. The Coast Guard
was called out for a search mission.

The FWS refuge manager in Adak, Mr. John Martin, indicates he thought
that the flights had been authorized by BIA and the O ffice of Aircraft
Services claims it doesn't know exactly what went on or who paid for
the flights. Al they did was fly the airplane ar.d land it where ever
the CAF indicated. The Confederate Air Force maintains the largest



THE ALASKAN

HISTORICAL AITRCRAFT
SOCIETY

2397 East 47th court
Anchorage, Alaska 99507
907-276-1807

Page 2

group flying WWIl aircraft in the world and is a major salvager
of aircraft, world wide.

The Alaskan Historical Aircraft Society has been working long and

hard in a volunteer effort to preserve WWII aircraft in Alaska as
valuable historic objects. These machines relate to an important
stage of Alaska's development, not to mention tne commendable

services and events of human courage and sacrifice during the

Aleutian Campaign. We're up against the fact that these museum
objects are worth tens of thousands of dollars each on vintage

aircraft market. Our complaint is this: why is a major aircraft
salvager from the states afforded an expedicious tour of Aleutian
wreckage sites apparently with government assistance and at govern-
ment expense when the Alaskan Historical Aircraft Society cannot

get similar accommodation when seeking to do the federal mandated

task of gathering information for the National Register of Historic
Places. This nomination work is necessary to get recognition of

these aircraft as historic ojbeets and thus cause them to be pre-
served in the interest of future generations of Alaskans. It is
reflected in Executive Order 11593, and 36 CFRSOO .

that the various federal agencies have a responsibility to do this
work. These machines are rare and are historic in the finest sense

of historic value. We have established this with the submission and
acceptance by the State of Alaska of our nominations of the P-38 on
Attu and B-24D at Atka...nominations we put together from photos
gleaned from private citizens in Nevada and massachusetts; information
that should have been provided by the federal government in light of
Executive Order No. 11593 and 36 CFR800. The work is recognized and
endorsed by the Manager of Federal Antiquities of the Heritage Con-
servation Recreation Service in Wash. D.C. Even though the nomination
work is the responsibility of the federal agencies, our small group
has endeavored to do it out of pocket and in spare time. We do this
because the FWS Service in particular claims to have no time, manpower
or funds to conduct such a survey and furthermore cannot offer us any
assistance whatsoever in doing their job. They say only that they will
issue us a special use permit. They cannot spare any people to assist
or accompany us. When we ask what assurance we have that the machines
are properly protected until a proper evaluation is done, the FWS claims
no one can get into Adak without security clearance and must have legitimate
interest there and that, according to Me. Owen.Vivian of the FWS, no salvage




THE ALASKAN
HISTORICAL AITRCRAFT

SOCIETY

2397 East 47th Court
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Introduced: 5/17/87 5-1141A
Referred: Judiciary and
Finance
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IN THE LGS ATURE (F THE STATE (F AAKA

AFTEENTH LEG&AAIUEBM- ARST N
For an At entitled: "An At _rela_ting to penalties for violating the
Naska Historic Preservation Act; ad proviciing for

an effective date.”
HT NCDB  TH LEIATFE (F THE STAEGF AAKA
* Seotion L A 4135210 15 repesled amlresrected to readt

S 41.36.210. RMAL FENATIES Aperson wo IS convcted
of violating a provision of this chapter is quilty of a class Amise-

[ 08
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S 41.35.215. QVIL PENALTIES ™ In adloltion to other penalties
ad rermecies provicecky law  gperson W violat . Erowsmn of
this chapter Issubject to - avamineivil  penalty of 100000 for
each violation.
* S 3 This At takes effect July 1, 1997,

BB b BERREBSwmocmo—-uaocouor~coro—

HBO0327A -1- HB 327






HOUSE COMMITTEE REPORT

(11)

7/1/87
Date referred: FURTHER REFERRALS
DATE:
The Finance Committee has considered  HB 328

"An Act relating to salaries of certain state employees who are net members
a collective bargaining unit; and providing for an effective date."

BECCBHnNroS: |
[ ] replace with [ ] the same title
[ ] attached amendment(s) [ ] a new title

do pass
[ ] do not pass
[ ] no recommendation
[ ] individual recommendations
[ ] additional referral to the Committee

ADOPTS; [ 1 letter of intent

ATTACHES HER FISCAL NOTE(s) :

[ ] fiscal impact [ ] same as previous fiscal note
FAL]  zero fiscal note published
C ] zero with analysis [ ] same as. previous zero fiscal

note published

Chairman®s signature



STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE
Bill Veoton: 328
REQUEST: Pabliah Date: HoOuseE 7/1/87

RevmooDate: Aamev Affiacaed: - All
Tide: Salaries of State emnlnyp” B%Uc:y izt “Air

not members of barcR;aining units
Spomot Governor/Rules CONPOREB i

Requester;_ SqYSfflOr

EXPENDITURES/REVENUES:  fltauaaads ofPollan)

OPERATING FY 87 FY 838 FY 89 FY 90 FY 91 FT 02

PERSONAL SERVICES -n-
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND* STRUCTURES

GRANTS* CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0-

CAPITAL | T

REVENUE

FUNDING: (ThocaandsofPollan)

GENERALFUND -0-
FEDERALFUNDS 1.
OTHER

POSITIONS:
FULL-TIME

PART-TIME
TEMPORARY
ANALYSIS :  (Attachaseparatapap ifaacaasary)

Additional amounts required are shewn as zero. Funding far amounts
Ae&m&d Is currently included in HB 75, the General Appropriations

c. 22. [-] s 77/
Preparedby: At Alfc.  — Phone; 460-3568
Di\?inoo:y. Office of Manaogmom' & Date: 6}53(5/87
Approved by CommisrioBtr: g _ i Data:
Agency:

Distribution (bypreparer):
Legislative Fieaaca
Legsladve Sponsor
Requestor

Office of Management and Budget
Impacted Agtacyrtes)

Senate Secretary
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IN THE HOUSE E
HOUSE BILL NO. 328
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SPECIAL SESSION
A BILL
For an Act entitled: "An Act relating to salaries of certain state employ-
ees who are not members of a collective bargaining
unit; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. SALARIES OF CLASSIFIED AND PARTIALLY EXEMPT EXECUTIVE-
BRANCH EMPLOYEES NOT IN A COLLECTIVE BARGAINING UNIT. Notwithstanding
AS 39.27.011(a), the basic monthly salaries of classified and partially
exempt employees who are not members of a collective bargaining unit estab-
lished under AS 23.40 shall be adjusted by the same percentage of adjust-
ments in the basic monthly salaries paid to members of the general govern-
ment collective bargaining unit, for any period beginning after June 30,
1987. The adjustments for the classified and partially exempt employees
not in a collective bargaining unit shall be made in the same pay period
that a new pay plan is implemented for the general government unit by the
state. The classified and partially exempt employees who are not in a
collective bargaining unit shall be paid according to AS 39.27.011(a) until
the first pay period of implementation of a new pay plan for the general
government unit.

* Sec. 2. SALARIES OF EMPLOYEES OF THE JUDICIAL AND LEGISLATIVE
BRANCHES AND EXEMPT EMPLOYEES OF THE EXECUTIVE BRANCH. Salary adjustments
comparable to those received by the classified and partially exempt employ-
ees of the executive branch under sec. 1 of this Act shall be made for the
following employees:

(L) permanent and temporary employees of the judicial branch,

-1- HB 328 -



except justices and judges;

(2) permanent and temporary employees of the legislative branch;

(3) permanent and temporary employees of the executive branch
who are in the exempt service under AS 39.25.110, and who are not members
of a collective bargaining unit established under the Public Employment
Relations Act (AS 23.40).

* Sec. 3. SALARIES OF EMPLOYEES OF THE UNIVERSITY OF ALASKA. Notwith-
standing sec. 2(3) of this Act, the salaries of employees of the University
of Alaska who are not members of a collective bargaining unit shall be
adjusted in accordance with the compensation policy of the board of regents
of the University of Alaska.

* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

HB 328 -2 -
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DEPARTMENT OF LAW P.O. BOX K-STATE CAPITOL
JUNEAU, ALASKA 99811-0300
PHONE: (907) 465-3600
OFFICE OF THEATTORNEY GENERAL

July 1, 1987
MEMORANDUM
T0: Honorable Steve Cowper
Governor

FROM: Grace Berg Schaible
Attorney General

BcO/Qtrvdon
BY: Arthur H. Peterson
Assistant Attorney General
Legislation/Regulations Section

RE: Attached sponsor substitute

for SB 311 and HB 328 (state

employee salaries) 0

At Commissioner Garrey Peska's request, we have pre-
pared the attached sponsor substitute for SB 311 and HB 328, in-
troduced in the special session this morning. The only differ-
ence hetween the original version and this one is the addition of
express language in sec. 2(2) to make clear that legislators are
not covered by this bill's salary-reduction requirement; this
will parallel “sec. 2(1)'s exemption for justices and Jud%e&
Although, in both cases, Ihe_EXIStInP phrasé "permanent and tem-
porary employees of the_[iudlc!al] [ eglslatlye? branch" at least
arguably exempts judicial officers and legislators, this added
wording” makes the ‘exemption clear.

_ A draft transmittal letter for this sponsor substitute
Is also attached.

GBS:AHP:nb
cc w/enc:

n. Garrey Peska, Commissioner
pt, of A'dministration

ay Hogan, Director

ision of Budget Review

e of Managément and Budget
e of the Governor

_..,_h_
—_————
[ar N ar]



DRAFT
Under the authority of art. IIl, sec. 18, of the Alaska Con—
stitution, 1 am transmitting a sponsor substitute for HB 328
and SB 311 to add an express exemption for legislators from
the salary-reduction requirement of the bill, rather than
rely on the implication of the present language. This addi—
tion will parallel the bill"s current exemption for justices
and judges, and 1its omission from the original version was

merely an oversight.

Sincerely,

Steve Cowper
Governor



STEVE COWPER
GOVERNOR

State of Alaska
OFFICE OF THE GOVERNOR
JUWEAU

June 30, 1987

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. 111, sec. 18, of the Alaska Con—
stitution, | am transmitting a bill that empowers appointing
authorities to adjust the salaries of certain state employees
not covered by a collective bargaining agreement. Under the
authority of art. 11, sec. 9, of the Alaska Constitution, and
in accordance with my proclamation of June 15, 1987, | am
presenting this bill to you as containing a new subject that
the legislature may consider during the special session |1
called by that proclamation.

The enactment of this bill would provide specific authority for
adjustments to the salaries of certain state employees not
covered by collective bargaining. The statutory pay schedule
in AS»39.27.01l1(a), which establishes the salaries of many of
those employees, 1is based on the pay plan for the general
government unit (GGU). I believe that it is appropriate to
reduce those salaries if the range and step amounts of the GGU
pay plan are reduced in the collective bargaining process. [
have been advised that a unilateral change without specific
authority presents a risk of successful legal challenge. The
authority conferred by this bill will eliminate that risk.
Provisions 1in the bill will authorize the other branches of
state government and the university”tjo implement salary
adjustments for their employees. ) / ]

cerel

teve Cowper
Governor
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BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 328
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SPECIAL SESSION
A BILL
For an Act entitled: "An Act relating to salaries of certain state employ—
ees who are not members of a collective bargaining
unit; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. SALARIES OF CLASSIFIED AND PARTIALLY EXEMPT EXECUTIVE-
BRANCH EMPLOYEES NOT IN A COLLECTIVE BARGAINING UNIT. Notwithstanding
AS 39.27.011(a), the basic monthly salaries of classified and partially
exempt employees who are not members of a collective bargaining unit estab—
lished under AS 23.40 shall be adjusted by the same percentage of adjust—
ments 1in the basic monthly salaries paid to members of the general govern—
ment collective bargaining unit, for any period beginning after June 30,
1987. The adjustments for the classified and partially exempt employees
not in a collective bargaining unit shall be made in the same pay period
that a new pay plan is implemented for the general government unit by the
state. The classified and partially exempt employees who are not 1in a
collective bargaining unit shall be paid according to AS 39.27.011(a) until
the first pay period of implementation of a new pay plan for the general
government unit.

* Sec. 2. SALARIES OF EMPLOYEES OF THE JUDICIAL AND LEGISLATIVE
BRANCHES AND EXEMPT EMPLOYEES OF THE EXECUTIVE BRANCH. Salary adjustments
comparable to those received by the classified and partially exempt employ—
ees of the executive branch under sec. 1 of this Act shall be made for the
following employees:

(1) permanent and temporary employees of the judicial branch,

-1- HB 328
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except justices and judges;
(2) permanent and temporary employees of the legislative branch;
(3) permanent and temporary employees of the executive branch
who are in the exempt service under AS 39.25.110, and who are not members
of a collective bargaining unit established under the Public Employment
Relations Act (AS 23.40).

* Sec. 3. SALARIES OF EMPLOYEES OF THE UNIVERSITY OF ALASKA. Notwith-
standing sec. 2(3) of this Act, the salaries of employees of the University
of Alaska who are not members of a collective bargaining unit shall be
adjusted in accordance with the compensation policy of the board of regents
of the University of Alaska.

* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

HB 328






DATE: 8 7

The Finance Comnittee has considered HB 329

"An Act making appropriations to the budget reserve fund and to the genera
fund, and balancing the budget; and providing for an effective date.

CVJ replace with c¢s (47 2.\ [A | the same rlﬂe
[ ] attached amendment(s) ["] a new title
do pass

] do not pass

] no recommendation

] individual recommendations

] additional referral to the Committee

AfiQIBSs [ ] letter of intent

ATTACHES HEW FISCAL NOTE(s):

[ ] fiscal impact [ J same as previous fiscal note
[ ] zero fiscal note published
[ 3 zero with analysis [ 3 same as previous zero fiscal

note published

és signature
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Original sponsor: Rules/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 329 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SPECIAL SESSION
A BILL
For an Act entitled: ™"An Act making appropriations to the budget reserve
fund, the general fund, and the permanent fund, and
balancing the budget; and providing for an effective
date.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $250,000,000 is appropriated from the general
fund to the budget reserve fund (AS 37.05.156).

* Sec. 2. An amount sufficient to offset any negative amount 1in the
"Available Fund Equity/Balance” for the general fund as reported for
June 30, 1988, on the "State of Alaska, All Fund Types and Account Groups,
Combined Balance Sheet™ in the State of Alaska®s "Annual Financial Report”
for fiscal year 1988, published under AS 37.05.210(2), 1is appropriated from
the budget reserve fund (AS 37.05.156) to the general fund.

* Sec. 3. If the "Available Fund Equity/Balance™ for the general fund
asreported for June 30, 1988, on the "State of Alaska, All Fund Types and
AccountGroups, Combined Balance Sheet™ 1in the state®"s "Annual Financial
Report™ for fiscal year 1988, published under AS 37.05.210(2), is a posi—
tive amount, that amount 1is appropriated from the general fund to the
budget reserve fund (AS 37.05.156).

* Sec. 4. If the Department of Revenue determines that the cash balance
of the general fund in the state treasury 1is insufficient to pay obliga—
tions of the general fund under appropriations at any time during fiscal
year 1988, the amount necessary to meet those obligations 1is appropriated

from the budget reserve fund (AS 37.05. 156) to the general fund. If the

-1- CSHB 329 (Fin)
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amount in the budget reserve fund 1is insufficient to meet those obliga—
tions, the amount necessary to meet those obligations is appropriated from
the earnings reserve account of the Alaska permanent fund (AS 37.13.145) to
the budget reserve fund.

* Sec. 5. An amount equal to the amount appropriated and transferred
from the earnings reserve account of the Alaska permanent fund under sec. 4
of this Act is appropriated from the general fund to the principal of the
Alaska permanent fund. The appropriation made by this section may be
transferred to the Alaska permanent fund principal upon a determination by
the Department of Revenue that the cash balance of the general fund 1is
sufficient to pay other obligations of the general fund during the fiscal
year in which the transfer is made.

* Sec. 6. The appropriations made by this Act are not one-year appro—
priations and do not lapse under AS 37.25.010.

* Sec. 7. This Act takes effect immediately under AS 01.10.070(c).

CSHB 329 (Fin) 2.
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UPDATED REVENUE INFORMATION
(In Thousands of Current Dollars)

Fy 87 FYy 88

(MEAN CASE) (307. CASE)
S===5=====gC:=: ™MH=SsS: I'SiSa=S=1 13— :=r3csi=s=:=:t—t=ss=: : : :S:=X;Ca=:53*:35ss5=aes5; 5s—ss—3at3e3Bca—;: . -
FORECAST: 6/8/87 1.741,300 1,716,100
ADJUSTMENTS
CORPORATE TAXES 30,000
PROPERTY TAXES (7,200)
SEVERANCE TAXES * 10,415
ROYALTIES * 8,030
LEASE SALE (507.) #* 700 2,600
TOTAL 1,783,245 1,718,700
NET DIFFERENCE 41,945 2,600

* |IF THE CURRENT OPEC FIXED PRICE STRUCTURE HOLDS.

*#CAMDEN BAY LEASE SALE ($6.6 MILLION) HELD JUNE 30, 1987. DUE TO THE
TIMING OF COLLECTIONS, SOME RECEIPTS ARE SHOWN AS FY 88 REVENUE.

B B S S



REVISIONS TO REVENUES AND APPROPRIATIONS:
1986 AND 1987 LEGISLATIVE SESSIONS

Revisions to
6/8/87 Estimate

REVISIONS TO GOVERNOR’S JUNE 8 $317.3 MILLION PRE-VETO DEFICIT ESTIMATE:

Unrestr. G.F. ($ Millions)

Revision to Extraordinary Payments to General Fund

Reductions to administrative transfers not in1986 AFR
Adjust for vetoes to FY 87 Operating Program Supplementals
Capital Project Clean-Up Reserve Reduction

Proposed Capital Projects

Operating Vetoes
| Subtotal: changes to IV 67-88 Unrestricted GF Surplus (Shortfall

June 8 estimated surplus (shortfall)

IRevised Estimate: FY 87-88 Unrestr. G.F. surplus (shortfall)

33.3

(1.5)

6.4

86.0

(80.0)

23.1

(317.3)

(250.0)

3.3 GF Camden Bay lease sale; 30.0 est. increased corp. petroleum income tax
(based on tax receipts subsequent to June 8,1987)

Reduction to 1986 transfers (see OMB worksheet, rev. 6/20/87):
($0.4 million reduction to AHFC transfer; $1.1 million reduction to ASBA transfer)

Vetoes to HB 127 Fin (am)

DOT/PF 6/3/87 estimate of reduction to reserves
that will result from completion of CIP clean-up project.

Proposed capital budget

Vetoes to operating legislation (6/30/87)

6/8 pre-veto estimated year-end balance (combined FY 87-88 shortfall;
excludes reserves; no allowance for labor increment or FY 88 supplementals)

6/30 estimated year-end balance (combined FY 87-88 shortfall;
excludes reserves; no allowance for labor increment or FY 88 supplementals)

IPolicy Division 7/1/871






MEMORANDUM

TO: The Honorable Steve Cowper

Governor of Alaska
Fli ewu.:

thru:Hugh Malone, Commissioner TELEPHONE NO.: 465-2173

Department of Revenue
subject: june Revenue Forecast

from: Vincent D. Wright v'A
Chief of Research
Department of Revenue

The Department of Revenue, per your instructions, has put together the
unrestricted revenue forecast approximately one month earlier than is normally
the case. You should be aware that by moving up the schedule we have not had
the benefit of evaluating key information such as economic and tax data
normally available, seasonal factor trends, nor the results from the OPEC
meeting scheduled for the latter part of June.

There has been a great deal of speculation recently that oil prices will
continue to improve and the State"s revenue position in corresponding
fashion. This may very well be true. However, there are factors that still
suggest tremendous downside risk relative to oil prices and 1 will touch on
some of these in this letter.

The fundamentals of supply and demand do not support current oil prices.
The underlying reason for relatively high oil prices is a political solution
(l.e. the OPEC agreement established during December of 198b) which is still
very tenuous at this time. The reasons for this are outlined below and 1tTs
crucial that the decision makers recognize these facts and adjust their
thinking relative to expected revenues accordingly.

The Economics

1. Oil prices are relatively high because OPEC has restricted production
and partly because refiners worldwide have been purchasingoil in
vast quantities in anticipation of still higher prices. So what we
have are very large inventories on hand. Unleaded gasoline stocks in
this country alone are 30% higher than a year ago. Crude stocks in e
the U.S. are fairly close to their levels of last year andworldwide
they are considerably higher than a year ago.

2. The value of the dollar has declined in the last 24 months relative

to Japanese and some European currencies. Since OPEC oil 1is ﬁ@gged
in terms of the dollar, it has been relatively cheap and so this too
has served as a stimulant to overseas refiners to purchase and thus

build large stocks of crude.
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The increasing self-assuredness on the part of OPEC that their
December 1986 agreement has succeeded in controlling world oil
markets is now leading to overproduction. Their second quarter quota
is 15.8 million barrels per dey but they are now producing between-
16.5 to 17 million barrels per day. Saudi Arabia is becoming worried
about the increasing tendency on the part of some OPEC members to
step-up their cheating.

Higher levels of inflation are occurring. Last year the Consumer
Price Index (CPI) was 1.9%. Now inflation is running between three
and four percent and is projected by many to continue to climb.
Higher inflation means higher interest rates which in turn means
higher costs in storing oil. At some point this could lead to a
divestiture of oil inventories. Hence, dumping of crude on world
markets could occur.

The projected economic growth of the U.S. and other countries 1is
sluggish at best. Worldwide GDP growth for non-communist countries
is expected to run 2.5% next year. Thus, the demand for petroleum
related products will be affected.

Alternative energy sources such as natural gas, of which large
reserves exist around the world to operate utility and industrial
plants, are currently on a btu parity value with various crudes.
During those earlier years (the late 70°s and early 807"s) of
relatively high oil prices, many existing utility and industrial
users retrofitted to handle alternative fuels like natural gas.
Further, newer plants built during the last few years have
concentrated on diversifing so as to be able to burn alternative
sources of energy should oil prices once again soar. The point 1is
that competition from substitute fuels is more intense than ever and
will likely act to restrain the upward movement of oil prices in the
future.

Historically, demand for oil in this country has dropped and for the
last several years to the tune of approximately 1 million barrels per
day during the summer months. This same phenomena occurs throughout
the rest of the world as well. The primary reason for this is
destocking due to less heating oil usage. Since this has happened
almost every year for over a quarter of a century, there is no reason
to anticipate that the situation will change. The drop in demand for
oil due to seasonal factors is just around the corner.

Refiners in the U.S. and elsewhere are now experiencing a squeeze on
refinery or profit margins i.e. crude costs are going up relative to
the price of the finished product. Refiners would like to raise
product prices to cover their costs. But over time higher prices
will act as a damper on demand.
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In conjunction with the problem just mentioned is the fact that the
OPEC quota of 15.8 million barrels per day does not apply to OPEC
refinery operations of which there are a growing number. Hence, an
increase in the output of refined products is taking place. This
means more competition which should theoretically lead to lower
prices for the finished product. This in turn translates into less
demand for crude which means downward pressure on prices.

IT arguments one through eight are considered as a whole, then the
potential for oil prices faltering if not dropping is tremendous.

The Politics

The incentives for the thirteen member OPEC group to hold together
their agreement of December 21, 1986 and even adjust it if necessary
to insure success are fairly clear-cut. All members are experiencing
a negative cash flow situation and some are deeply indebted to the
other countries and the world banking system. Coupled with this is
the fact that since 1982, with the drop in the price of oil, economic
stagnation has plagued most of these countries. The political
pressures from within these countries to rectify the situation are
tremendous. But OPEC"s struggle to succeed in holding together their
December accord is fraught by divergent economic, religious,
political and financial interests.

The Saudis have once again adopted the role of swing producer (i.e.
adjusted output below their 4.1 million barrel per day quota in order
to make the OPEC agreement viable) but we believe this is only
temporary in light of their monetary situation. In fact, as | write
this, the latest data available suggests that Saudi Arabia is
producing at or close to their quota of 4.1 million barrels per day.
They currently have the capability to produce more than twice this
amount. The Saudis™ projected deficit this year is expected to be
$15 billion and they are rapidly drawing down their liquid assets.
Their resolve to hold the line is there but they do not have the
resources to continue much longer. More production cuts may be
necessary 1f OPEC is to maintain its current price structure, but the
economic realities may limit Saudi Arabia®s ability to play the key
role that it has in the past. And it must be kept in mind that Saudi
Arabia is the only member of OPEC who has consistently assumed this
responsibility in the past.

The 1irony of this whole thing is that Saudi Arabia with its vast
reserves (publicly known proven reserves are in eycess of 167 billion
barrels of oil) of low cost oil has the ability to flood world
markets thus forcing out higher cost competitors in the process. The
end result would be plunging oil prices but the Saudi®s revenues
would increase. Holding them in check at this stage of the game is
the threat of aggression on the part of some of their neighbors who
would be severely damaged economically, financially, and politically
if the Saudis were to initiate such a plan.
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The lIran/lrag war is a thorn in the side of all concerned. The
Iragis absolutely refuse to go along with their allotted ¥rta of
1.466 million barrels per day and are currently producing between 1.8
and t million barrels per day. This excludes production from the
Saudi and Kuwaiti Neutral Zone which is utilized to finance the lIraq
war. Moreover, a new pipeline from the northern part of the country
across Turkey to the Mediterranean Sea is scheduled for completion
this winter and will add an additional 500,000 barrels a day to
Iraq®s export capacity. Iraq also plans to build a second line to
the Red Sea port of Yanbu in addition to the one just completed.
This new line is expected to pump an additional 1.6 million barrels
per day, 18 months from now. In view of the war effort and their
indebtedness to the Saudi and Kuwait governments, lraq has no choice
but to go all out. It is literally a matter of survival.

On the other hand if lIrag and lIran settle their war, production from
these two countries could increase even more dramatically in an
effort to rebuild their shattered economies.

After countless discussions over an extended period of time, OPEC has
persuaded many non-OPEC countries that it is to their benefit to
assist in the overall effort to control oil markets. Hence, the
Soviet Union, Egypt, Norway, Mexico and others have contributed in
some form or fashion but this support is wavering. And for some
countries such as Mexico with large excess oil producing capacity and
on the verge of financial collapse, except for the aid of the
international banking system, the situation is highly intolerable.

The next OPEC meeting scheduled for the latter part of June will be a
test to see if the current OPEC agreement survives. One of the major
problems confronting OPEC, which Saudi Arabia and others recognize,

is the confidence on the part of some that the problem has been
resolved and that OPEC is once again in control. Hence, some members
are demanding that a higher official price be established. Others
such as the UAE are demanding that their respective quotas be
increased and if not, they will increase production regardless. The
UAE is one of those OPEC members that has been a chronic cheater this
last year. Although third quarter OPEC quotas are scheduled to
increase to 16.6 million barrels per day, the fundamentals of supply
and demand do not support the current agreement let alone the
additional demands of member countries or the increased production
scheduled shortly to come on-line. Hence, in the last few weeks we
have observed the more responsible members of OPEC attempting to
prevail upon those less responsible to stay v/ith the current
agreement. The responsible members of OPEC are cognizant of the fact
that the current agreement could come completly unraveled, and to ask
for more is pushing the whole situation to the brink where once again
the specter of plunging oil prices could become a reality.
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Off to the sidelines are the non-OPEC countries confronted by their
own economic, political, and financial problems, closely watching and
doubting OPEC"s resolve. Many of these countries refuse to make"
further concessions and are waiting to decipher the results of the
next OPEC meeting. Even then, assuming a favorable OPEC accord, some
of these countries might quietly seize the opportunity to move in and
take advantage of the situation as they have so often in the past and
abandon their own agreements with OPEC. The end result, of course,
would be to undermine any OPEC accord.

The Conclusions

What does the above thumbnail sketch boil down to? It is quite obvious
that there are few if any economic fundamentals suggesting that prices will
continue to increase and many reasons why they might decrease. The situation
is one where OPEC actions, via delicate political maneuvering to control
supply and demand, serve to bolster prices. And this is an area where the
cohesiveness of OPEC, as alluded to above, is beset by problems.

What does this portend relative to oil prices? Will they increase? If
OPEC can restrain individual members from engaging in widespread violations of
the current agreement, 1f non-OPEC countries continue to offer both tacit and
overt support, if worldwide demand for petroleum products does not reverse
itself, and if inventories are reduced throughout the summer, then prices
should steady and perhaps increase next winter. But the professional traders
who put their money on the line are betting that prices will drop this winter
as is evident by trading in the futures market. This means that prudence
dictates a cautious approach relative to the State"s spending plans.

Having considered the aforementioned economic and political factors, plus
pro and con arguments that 1 will not elaborate on here, and using what
available data we have acquired since the last forecast to run through our
computer models, the results of our analysis are outlined below.

The updated unrestricted revenue numbers are $1,674.1 million, $1,716.1
million, and $1,672.1 million for FY 87, FY 88, and FY 89 respectively. The
changes, when compared to the March forecast, represent increases of $75.7
million, $183.5 million, and $82.4 million for FY 87, FY 88 and FY 89
respectively.

The FY 87 number must be adjusted upward by $67.2 million for TAPS legal
expenses and refunds. When this adjustment is made, the bottom line for FY 87
then amounts to $1,741.3 million.

Please note that the FY 87 number represents the mean case whereas the
figures for FY 88 and FY 89 represent the more conservative 30% case.

I have attached for your perusal the details of this forecast along with
the basic underlying assumptions, a short history of the State"s revenue
picture, and charts indicating the nominal versus real dollar outlook.
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GENERAL FUND UNRESTRICTED REVENUES
(COMPARISON OF PRIOR FORECASTS)
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FY 87 FY 88 FY 89

. FY 87 Estimates

January 1987 1.3342 billion

March 1987 1.5984 billion

June 1987 1.6741 billion
FY 88 Estimates

January 1987 1.3250 billion

March 1987 1.5326 billion

June 1987 1.7161 billion
FY 89 Estimates

January 1987 1.3739 bl IHoi

March 1987 1.5897 blllion

June 1987 1.6721 billion

*|T SHOUD BE NOTED THAT ALL 'SPECIAL SETTLEMENTS' HAVE BEEN EXCLUDED 1H FY B7 IN ORDER TO BE CONSISTENT
IN COVPARING PRIOR FORECASTS.  THE FY 87 BOTTOM LINE WOULD INCLUDE AH ADDITIONAL *65.7 MILLION
(TAPS REFUNDS/LEGAL EXPENSES) AND *1.5 MILLION (ARCO COURT COSTS).



TABLE 1
General Fund Unrestricted Revenues
(Thousands of Current Dollars)

Taxes

Income
Corporate-General
Corporate-Petroleum
Gross Receipts
Alaska Business License
Fish-Canned/Shorebased (1)
Fish-Floating
Seafood Marketing
Salmon Enhancement
Insurance Companies
Electric & Telephone Co-ops
Mining License Tax
Severance
OH & Gas Production (2)
Oil & Gas Conservation
Property
Oil & Gas
Sale/Use
Alcoholic Beverages
Fuel Taxes-Aviation (3)
Fuel Taxes-Highway (3)
Fuel Taxes-Marine (3)
Tobacco Products
Other
Estate
Total Taxes

Licenses & Permits
Business (4)
Non-Business

Total Licenses & Permits

Intergovernmental Receipts
Federal Shared Revenues (5)

State Resource Revenue
Sale/Use

Bonus Sales (5) (6) (7) (8)

Investment Earninys i9)

Rents 6) ) () (B

Royalties (2) (5)

Sale of State Property

Gravel, Timber, etc. (10)
Facilities Related Charges

Airports

Ferry System-Southeast

Ferry System-Southwest

Other

FY 1987
Estimate
June

14,000
95,000

2,000
16,600
9,000.
1,400
4,200
23,600
1,900
300

624,300
800

109,000

12,800
8,100
17,500
5,000
6,600

1,100
953,200

9,500
20,000
237500

8,800

2,500
160,000
5,500
437,900
8,000
8,000

1,600
29,000
3,800
5,000

FY 1988
Estimate
June

15,000
110,000

2,000
8,800
8,000
1,200
3,800
22,000
1,900
400

637,900
700

80,000

12,300
7,800
18,900
4,700
6,400

700
" 942,500

9,800
21,000
30, B00

8,500

-0-
100,000
6,000
556,200
9,000
2,500

1,600
30,000
3,900
5,000

FY 1989
Estimate
June

15,500
110,000

2,000
8,800
8,000
1,200
3,800
21,000
1,900
400

630,400
700

71,000

12,000
7,700
18,700
4,600
6,300

700
924,700

9,800
21,000
““30,800

8,500

65,000
6,500
£62,900
9,000
2,500

1,600
31,200
mt, 000

5,000



Service Related Charges

Court System 5,300 5,400 5
Other 6,000 4,700 4
Total State Resources
Revenues 672,600 724,300 698
Miscellaneous Revenues 10,000 10,00P “FTT
Unrestricted Revenues 1,674,100 1,716,100 1,672
Plus: Special Settlements (11) 67,200 -0-
Total Unrestricted Revenues (12) 1,741,300 1,716,100 1,672

(1) The FY 88 and FY 89 figures reflect the recent enactment of a shorebased fisheries
business tax credit per Ch. 79, SLA 1986, effective July 1, 1986. The canned fisheries
business tax has been combined intoa single category with the shorebased since the tax
credits are applied against the aggregate return and cannot be allocated by specific
processing type.

(2) The FY 87 forecast assumes the mean case. The forecasted numbers for FY 88 and FY 89
assume the 30 percent case; however, 1f the mean case had been utilized for FY 88 and FY 89,
the production taxes would change to $717.9 million and $732.3 million, respectively. The
royalty figures would change to $626.3 million and $666.8 million respectively. All of the
forecasted numbers include the estimated TAPS settlement.

(3 In FY 86 and FY 87 the Department of Revenue began to levy marine fuel taxes on
watercraft motor fuel users who purchased fuel out-of-state but consumed fuel in transit
through the state. On March 30, 1987, the State adopted hearing decision #87-07 which
established that marine fuel userswho merelyconsumed fuel in transit could not be
retroactively taxed. In line with this decision, the Department of Revenue 1is refunding with
interest any taxes collected under the earlier interpretation. This forecast estimates that
refunds plus interest will total $1.8million and assumes that the majority of these refunds
will be paid in FY 87. All motor fuel tax refunds are paid fromthe Highway Fuel Tax Account.

(4) Figures reflect the recent shift in occupational licensing fees and insurance permit
fees from General Fund Unrestricted Revenues to Restricted Program Receipts.

(5) Net Permanent Fund contribution by Ch. 18 SLA 1980.

(6) Reflects state lease sales of $0.9 million held June 24, 1986 {Sale 49 - Cook Inlet),
and $0.3 million held January 27, 1987 (Sale 51 - Prudhoe Bay Uplands). Due to the timing of
collections, receipts from the June 1986 lease sale are shown as FY 87 revenue. The bonus
figures represent the General Fund®s 49.5 percent share.

(7) The FY 87 figure reflects the 0CS "8(g)" revenue-sharing settlement of $4.0 million.
The General Fund share represents 49.5 percent of the aforementioned total, whereas the
Permanent Fund will receive 50.0 percent. The remaining 0.5 percent will be distributed to
the Public School Fund.

(8) The Department of Natural Resources projects the following FY 87, FY 88, and FY 89
state lease sales: FY 87 (Sale 50 - Camden Bay); FY 88 (Sale 54 - Kuparuk Upland, Sale 55 -
Demarcation Point); and FY 89 (Sale 52 - Beaufort Sea, Sale 56 - Alaska Peninsula). However,
bonus bids are impossible to anticipate prior to sales; therefore, no estimates are provided.

(9 The investment earning projections presented reflect the current composition of
General Fund assets and current interest rates. The projections also reflect a drawdown in
the level of the General Fund assets over the projection period. The projected drawdown in
assets is a result of projected revenue cash Inflows consistent with the current revenue
forecast and projected expenditure cash outflows consistent with the estimated FY 88 operating
budget which was passed by the Legislature before any gubernatorial vetoes. Also, no capital
budget appropriations for FY 88 were factored into the expenditure cash outflow projection
because no capital budget was passed by the Legislature.

(10) The FY 87 estimate reflects increased construction of roads and drilling pads as

- projected by the Department of Natural Resources.

(11) The FY 87 figure reflects the estimated General Fund portion from refunds and
expenses for prior years relative to the TAPS case ($65.7 million) and court costs relative to
the ARCO settlement ($1.5 million). Consequently, $67.2 million 1is projected to be received
during FY 87, but this figure is subject to future audits.

(12) The State, per AS 38.05.180, will be granting Incentive credits against royalties,
severance taxes, and rentals to the oil companies for drilling exploratory wells. The
deduction is approximately $2.9 million which has not been subtracted from the aforementioned
FY 87 figure of $1,741.3 million. Additional credits are anticipated in subsequent years.
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TABLE 11

Key Assumptions for June 1987
Petroleum Revenue Projections
For FY 1987 - FY 1989

) Mean TAPS Mean Rate
Fiscal ($/bbl) Mean ($/bbl) 30% Throughput Inflation
Year Wellhead Value Wellhead Value (MMbbs/dav) %
1987 $7.22 $7.05 1.84 3.59
1988 $9.90 $8.81 1.87 5.41
1989 $10.44 $8.84 1.89 5.42

Sales Price for
Alaska North Slope Crude 011 at Los Angeles. California

Weighted Average 3. Case
FY 87 $13.16 $12.99 per barrel
Fy 88 $14.70 $13.61 per barrel
FY 89 $14.83 $13.23 per barrel

Sales Price for
Alaska North Slope Crude 011 at Houston. Texas

Weighted Average 30% Case
FY 87 $14.38 $14.21 per barrel
FY 88 $15.89 $14.80 per barrel
FY 89 $16.04 $14.44 per barrel

Weighted Average TAPS Tariff

FY 87 $4.25 per barrel
FY 88 $3.59 per barrel
FY 89 $2.84 per barrel



SECTION V.
THE 30% CASE VERSUS THE MEAN CASE



TEXAS

PATTY LEO  (512) 4634917
OIL ANALYST-COHPTROLLER*S OFFICE

FORECAST. BASED ON STATEWDE AVERAGE TAXABLE PRICE WHCH CORRESPONDS TO
ANET QR WELLHEAD PRICE (NO GRAVITY ADIUSTMENT LIKE HTI).

FY 88 $1537 FERBARREL

FY B9 $1617 PERBARREL lib?g |
o $179 PRewE 1010

FY 91 $2022 PERBARREL
AVERAGE PRICE FOR FY 87 HAS $1511 PER BARREL

LEGISLATURE ADJOURNS QN JUNE 1 FACING A ONE BILLION DOLLAR DEFICIT CARRY-OVER FRCH
FY 87 TOFY 88 SPECIAL SESSION LAST YEAR ENACTED TEHPCRARY INCREASES TO MOTCR FUEL
A\D SALES TAXES. WHCH HAVE NCH BEEN EXTENDED. GOVERNGR HAS DECLARED THAT AN
INDIVIDUAL INCOVE TAX WOULD BE ENACTED ONLY [F APPROVED BY VOTERS.

—3 >0 PAfTA  t>fE«czV}-o L7 .

CALIFORNIA

JEFF ADMVS  (213) 5005234
STATE LANDS COMMISSION

FORECAST: BASED ON POSTED PRICE FCOR SPECIFIC CALIFORNIA FIELDS.
FOLLOWNG PRICES USEO FOR 87-88 A\D 88-B9 FORECASTS:

1 WLMNGTON. LONG BEACH $1415 PER BARREL
(801 CF PETROLEUM REVENUES)
2. CRANGE QOUNTY $1462 PER BARREL
¥
3. SANTA BARBARA $1180 PER BARREL
(LOH GRADE)

REQUIRED BY STATUTE TO PROVIDE ESTIMATES TO LEGISLATURE EVERY SIX MONTHS—BUT USUALLY
PROVIDED EVERY THREE MONTHS.

CKLAHOVA

MR MCELLANEY 1400) 521-4144
OFFICE OF THE BUDGET

"* FORECAST. BASED ON THE SPOT PRICE CF OKLAHOMA SHEET QN THAT SPECIFIC DAY.

1. CERTIFICATION - FYG8
NOV. 19%.........$16.50 PER BARREL

2. RECERTIFICATIGN - FY88
FEB. 1987.......$1650 PER BARREL

NO ECONOMC FGRECA3T—ONLY SPOT PRICE.  CONSTITUTIONAL AVENDVENT REQUIRES CERTIFICATION
(F THE PRICE CF OIL BY THE COMMSSIONER OF TAXATION PRIOR TO CONVENING OF THE LEGISLATURE
ONJAN 1 PRICE IS RECERTIFIED IN FEBRUARY DURNG THE LEGISLATIVE SESSION A\D UTILIZED IN
DETERMINING REVENUES AVAILABLE FOR THE SUCCEEDING FISCAL YEAR BUDGET.



WONG

IM GR (307) 777-7881
CO-CHARMAN, REVENUE ESTIMATING GROLP

FORECAST:  USES FORWARD FUNDED BUDGET—REVENUES COLLECTED DURING A CALENDAR YEAR HILL
BE APPROPRIATED TOWARD THE NEXT BUDGET YEAR

1 CY87 REVENUES..FY89 BUDGET $1465 PER BARREL

2. (Y88 REVENUES..FY90 BUDGET $2000 PER BARREL
(HILL POSSIBLY BE LOAERED IN NEXT UPDATE)

8ASE PRICE ESTIMATE DETERMINED BY THE CONCENSUS REVENUE ESTIMATING GROLP IN OCTOBER
PRIOR TO THE CONVENING COF THE LEGISLATIVE SESSION CN JANUARY 1 UPDATES PUBLISHED DURING THE
YEAR AS NEEDED BY THE LEGISLATURE AND GOVERNGR  ESTIMATING GROWP COVPOSED CF THE
FOLLOWING.:
CHIEF OF RESEARCH, LEGISLATURE
UNIVERSITY ECONOMST
REPRESENTATIVE OF STATE AUDITOR/TREASURER
STATE GEOLOGIST
REPRESENTATIVE OF DEPT OF REVENUE

LOUISIANA

DAVID HOPPENSTEDT  (504) 342-7006
ECONOMST - BUDGET OFFICE

FORECAST: BASED ON THE PRICES FOR SOUTH LOUISIANA SHEET.
FY B7-88 $19.00 PER BARREL

AVERAGE PRICE FOR FY BG-B7 HAS $1510 PER BARREL

FORECASTED PRICE DETERMINED BY CONCENSUS FORECASTING GROLP AND DERIVED FROM CLRRENT
SEVERANCE TAX COLLECTION RETURNS.  LONG-TERM MODELS ARE USING PROJECTIONS CF THE

U.S. ENERGY ADMINISTRATION (PREVIOUSLY HAD RELIED CN KHARTON).

ECONOMY LOST APPROX 29,000 JOBS N OIL/GAS EXTRACTION LAST YEAR. AND HAS GAINED BACK
ONLY 1,000 CURRENTLY. REVENUE MEASLRES HERE ENACTED LAST YEAR TO OFFSET THE SHORTFALL
DUE TO LOAR OIL PRICES.  SALES TAX A\D INDIVIDUAL INCOVE TAX EXEMPTIONS HERE TEMPORARILY
REHOVED (DUE TO SUNSET AFTER FY 87-88), USER FEES HERE INCREASED, A\D DUE DATES N SOME
FEES AND TAXES HERE AVENDED TO ENHANCE CASH FLOW
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Saudi Medlum/ANS Differential U.S. Gulf ($/bbl)

Average ANS Delivered
Date Reported Price  Saudi Price Differential
March 1986 15.07 18.28 -3.21
April 13.27 16.04 -2.77
May 12.54 16.29 -3.75 Data Used for
June 11.81 14.69 -2.88  June Forecast
July 10.39 12.17 -1.78 -Average = -2.65
August 11.18 14.55 -3.37 (rounding error
September 12.89 16.60 -3.71 present)
October 12.88 15.26 -2.38  Average Absolute
November 12.88 14 .85 -1.97 Difference = .79
December 14.34 15.38 -1.04
January 15.43 18.61 -3.18
February 16.23 17.13 -0.90
March 16.58 18.53 -1.91 Differential
April 16.57 18.54 -1.04 -since OPEC
May 16.93* 18.89 -1.39  fixed prices
June 16.90* 18.86 -1.36 Average = -1.32

Average Absolute
Difference = .28

*  Estimated

FY 1988 Average ANS Price U.S. Gulf June 1987 Forecast

Projected Average Saudi Medium Price $17.00/bbl
Persian Gulf to U.S. Gulf Tanker Cost 1-55
Landed Cost Saudi Medium U.S. gulf 18.55
ANS/Saudl Differential -2.65

Average U.S. Gulf Price $15.90/bbl



SAUDI/ANS GULF DIFFERENTIAL

$/BBL



SAUDI/ANS GULF DIFFERENTIAL
(Dollars per

Jul -B5
Aug-S5
Sep-85
Oct-85
Nov-85
Dec-85
Jan-86
Feh-86
Mar-86
Apr-86
Mav-86
Jun-86
Jul-86
Aug-86
Sep-86
Oct-86
Nov-86
Dec-86
Jan-87
Feb-87

SAUDI

26.93
26.92
26.94
2691
26.90
26.50
23.21
18.32
15.07
13.27
12.54
11.81
10.39
11. 18
12.89
12.88
12.88
14.34
15.43
16. 23

barrel)
ANS

26.84
27.01
27.60
28.25
28.43
26.89
24.35
20. 14
18.28
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1469
12. 17
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18.61
17. 13
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SECTION V.
THE OIL PRICE VOLATILITY AND THE STATE'S ECONOMY



CRUDE OIL PRICES

(Actuals & Projections)

0
1970 1975 1980 1985 199D 1995 2000

SAUDI—US GULF + ANS-US GULF O ANS-WEST COAST



ACTUAL & PROJECTED CRUDE OIL PRICES
ars per Barrel)

(D oll
ISCAL SAUDI ANS ANS
YEAR US GULF US GULF  WEST COAST
1970 3.25
1971 3.25
1972 3.25
1973 3.25
1974 10.45
1975 12.30
1976 13.04
1977 13.61
1978 13.46 14.60 12.30
1979 14.41 15.50 13.70
1980 24.75 27.68 26.50
1981 29.45 33.67 31.43
1982 32.99 31.07 29.50
1983 30.51 28.86 26.75
1984 28.79 27.91 25.64
1985 26.80 27.40 24.95
1986 22.90 21.28 19.35
1987 16.61 14.43 13. 19
1988 18.54 15.99 14.70
1989 18.69 16.04 14.83
1990 19.45 16.74 15.48
1991 20.77 17.88 16.51
1992 22.18 19, 12 17.67
1993 23.71 20.46 18.91
1994 25.23 21.79 20.14
1995 26.94 23,26 21.46
1996 28.77 24.85 22.92
1997 30* 74 26.56 24.47
1998 32.85 28.39 26.19
1999 35.45 30.69 28.37

2000 38.34 33.26 30.78



BILLIONS @ DOLLARS
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Unrestricted Revenues

(NOMINAL DOLLARS VS. REAL DOLLARS)

o ACTIEST(REALS$/1982)

Revenue Actuals

(Nominal $)

.2082
.2549
3334
.7098
.8743
.7649
1.1330
2.5012
3.7182
4.1084
3.6310
3.3901
3.2600
3.0755
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ESTIMATES(NOMS$)
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Revenue Estimates

(Nominal $)
87 1.7413
88 1.7161
89 1.6721

billion
billion
billion

Revenue Actuals/Estimates
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83
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*/1982)
4.1084
3.4826
3.1347
2.9002
2.6584
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1.3587
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The State®s Economy

Characteristics

1. (@ The State of Alaska Government receives approximately 80% of Its

revenue from oil related activities.

(b) The State of Alaska does not have the diversified economicbase

that other oil producing states do.

(c) The State"s entire economy Including our loan programs,
municipal revenue sharing programs, educational programs, much
of our employment, and a good part of our private business
activities 1s based on the flow of oil money through State

government.
The 011 Picture
Characteristics
2. (@ The current oil price structure 1s one whereby delicate

political maneuvering by OPEC, a cartel type organization, 1s

Influencing the demand and supply for oil and thus oil prices.



(b) The history of cartels and/or organizations similar to OPEC 1s
such that they are characterized by periods of success and
failure. This trend will undoubtedly continue. And oil prices

will continue to be volatile as they have 1n the past.

(c) Uncertainties relative to future consumption and production
suggest that there Is no guarantee that the world oil market
will support the current OPEC price structure 1n the future.
What we have 1s a political solution which 1s tenuous at best.
In fact the longer the current OPEC accord holds the more strain
1t will be subjected to and thus the more likely the possibility
of a collapse 1n oil prices i.e. there will be Increasing
demands among members to either produce more oil or Increase

prices or both.

(d The fact that within OPEC you have low cost production and Its
members are obtaining relatively high oil prices 1s a problem 1n
itself. This serves as an incentive for Individual members to
cheat by stepping up production or offering discounts. Hence,
the OPEC accord could fall apart. Right now, of course, the
success of OPEC 1s due 1n large part to the fear of economic or
financial failure. This 1s the underpinning for their success

today.

In short, cartel type arrangements go through cycles of success and
failure and 1t 1s best to reflect on thishistory before we step out
there and declare that current spot prices are what we should build our

annual budgets on.



The Primary Goal of this State

A Stable Budget and Thus Stable Economic Growth

In March of 1987, $15 per barrel oil was the supposed norm of the oil
Industry. Now 1t 1s $18 per barrel. A few weeks from now 1t might be
$25 per barrel or by then 1t could even be back down to $10 per barrel.
The point 1s that the oil Industry and others 1n this forecasting
business change their opinions and can do so overnight. Is 1t prudent to
base the State"s annual budget which 1n turn affects our entire economy
on this approach? 1 think not. To tie the yearly budget to the
volatility of oil prices, regardless of how accurate the forecasts might
be, 1s to whipsaw an economy such as ours and create economic havoc for

our businesses and populace 1n the process.

So, whither go we? We need to stabilize the budgetary approach and
thus the economy 1n the process. To do this we need to maintain a
targeted budget amount year after year not subject to the wild gyrations

of oil prices.

Further, we must back this targeted budget with some type of reserve
fund. Thus, 1f oil revenues come 1n over and above the targeted budget
amount, we can put them 1n the reserve fund. And if in any year oil
revenues come 1n under the targeted budget amount, we can pull monies

from our reserve fund 1n order to meet our targeted budget amount and



thus achieve steady economic growth In the process. If this were
accomplished the state would also be able to provide predictable service

levels to Its citizens and enhance Its credit standing 1n the financial

world.

In order to accomplish this, however, we must as a first step break

this hypnotic trance with oil prices that seems to have captivated us all.
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over how much money iiio
.State isgoing to collect in the
next 12 months has now run
577 miles ali the way from
Juneau to Anchorage and it
has not yet reached a conclu—
sion. Our leaders would
rather fight than switch.
Even when their facts
switch, they won"t.

It's about the market
price of aii, a dull subject ex—

extra taxes from the oil in—
dustry and money from the
permanent fund earnings. If
lie calls a special session, it
will probably mean that he
has a scheme he thinks will
compel the legislators t
bend hisway .

But it isnTclear that they

will bend. The Senate says it.

won T

THE EXCITEMENT is

cept for the fact that every— not confined to the political

body and everything
Alaska depends on it

It isa tiresome debate. It
went beyond our attention
span long ago.

The governor looks over
his horizon and sees oil at $33
a barrel. The Senators pre—
dict $15. And when we look
around us we find if is
actually selling at $18.25. Yc-t
he debate goes on.

THE POLITICOS keep it
~oing- They want to grind
axes, and the budget debates
gives them the chance.

The governor has de-"

:larc-d publicly that he must
have an income lax law,

C

in (ring. There 3 plenty for the

rest of us.

It3 thrillig when the
price of oil jumps to $18.25
and the state starts rolling in
money again.

The governor may be a
pessimist but Mr. Horton.
the Mr. Big of Standard Qil,
savs it is reasonable- to base
buchiots on the expectation
that oil will be 818. Ho says
he runs the Standard budget
on that figure.

That 3 gocd enough for
most of us. We would bo
happy I wc could nan this
state as well as he runs
Standard.
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WASHINGTON — Trust the
auditors, egged cn by William
Proxrvo, to rainall over a na—
ticel pionic. The General Ac—
counting Office, at the winter §
request, recently released an au—
ditor 3 report on the presidential
inaugural of 1C3B. The. ceremo—
nies cost the government a
bundle, and the GAO thinics
much of theoutlaywas illesl.

The senior senator from Win-

Conservative
view

spoil

lames j

Carol A. Wood
Managing Editor

th e

doctors and cotpsmen,  p
relalios people, and twe
vi\gycrs, presumably assigne
Iguring out how t spend

part

mone .
Lilzel?\?elayy auditor 3 re
the GAOS report to Ser
Proxmire iscrammed with =
tifying cetails. On Jan. if
members of the Marine Ct
Drum and Bugle Corps

formed at an awditor's m:



meet tne intergovernmental group Ol muonesia, wmen gioups
the c-ountry's main western donors. Various members of
-/the group, including the World Bank and the International
Monetary Fund, have sah* Indonesia must further deregulate

its tfade and industry and ease itsrestrictivebusiness
.regulations to lower business costs and cope with failing oil
revenues.

Wardhana said the new measures, contained in a Presi-
dential decree, reduce the number of business permits to
two from the previous four, abolish the need for permit
renewals and allow a production output increase up to 30%.
The decree also allows industries to diversify their products
as long as they're still withinthe same commodity grouping.
Permits also will be given for commodity groups rather than
per commodity, reducing the permit areas to 387 from the
previous 2,490, Wardhana said.

*

* *

KUWAIT-EAST GERMAN/: The Kuwait-East Germany
joint committee on economic, trade, technical and scientific
cooperation will hold its sixth session today, says OPEC
News Agency. Faisal Abdul Razak al-Khaled, who's heading
the Kuwaiti delegation, said the committee will examine
ways to promote bilateral trade cooperation. Development
of industrial and agricultural cooperation between the two
countries also will be discussed, he said. An agreement on
scientific cooperation between Kuwait's Institute for Scien-
tific Research and the East German Center of Professional
Training will be signed during the meeting, according to
Opecna. Seeking markets for Kuwaiti products in East
Germany also will be discussed, Opecna reports al-Khaled
saying.

UNITED STATES

60% SAUDI-OWNED FIRM BUYS TEX. REFINERY,
PLANS VENTURE TO IMPORT SAUDI PRODUCTS

Houston 6/11— Arabian Shield Development Co. said it
purchased an 18,500 b/d refinery in Silshee, Tex" and is
setting up plans with a Saudi partner to import an as-yet-
undetermined volume of Saudi products into the U.S.

Company chairman Jack R- Crichton declined to disclose
the purchase price of the refinery but noted that book
value of the assets involved in the transaction is more
than $5—million. American Shield, a subsidiary of Arabian
Shield, acquired the refinery by purchasing from Marvin and
Marie Bomer all the capital stock of Texas Oil & Chemical
Co. Il, Inc., which owned and operated the refinery through
its South Hampton Refining Co. subsidiary.

"The refinery currently is taking condensate and natural
gasoline and upgrading them to hexanes and pentanes and
selling the products as a base for chemical use,” Crichton
said. "It's a profitable operation."

Although unwilling to name the Saucfi partner in the plan
to import products because not all documents in the ar-
rangement have been signed, Crichton said American Shield,
South Hampton and Marvin Bomer have formed a joint ven-
ture to work with the Saucfi company. American Shield will

Washington 6/11— House Democrats are considering
taxing master limited partnerships as corporations— a move
that may increase taxes on major oil companies and inde-
pendents, according to a memo from Ways & Means minor-
ity chief of staff A. L. Singleton.

The June 8 memo to Republicans outlines many of the
revenue options Democrats are considering in raising funds
to meet what are expected to be about $18-billion in reve-
nue shortfalls from the FY 1988 budget.

If master limited partnerships are taxed as corporations,
some majors that have used the scheme to help fend off
takeovers, as well as other oil companies, could face higher

taxes. Just how much higher is unclear since no revenue
estimates have been made available.

Other revenue-raising measures include imposing a
$5/bbl tax on all oil that would raise $104.9-billion over
five years; a $5/bbl import fee that would raise $38.5-
billion; a 12 cts/gal increase in motor fuel excise taxes

that would raise $54"1—billion; and a 3% broad-based tax on
energy consumption that would raise $26—billion over five
years.

Also under review is a proposal to add a 33% bracket
for individual taxpayers and keep a 28% limit on capital
gains, which would raise $43.7—billion over five years. The
Tax Reform Act set the top individual rate at 28%. Raising
the top marginal corporate rate to 35% from 33% would
raise $131—billion.

OKLA. PANEL SETS DEADLINE FOR GAS COMPLAINTS

Oklahoma City 6/11— Oklahoma Senate Select Commit-
tee on Natural Gas Trade Practices set a June 30 deadline
for complaints about natural gas pipelines, according to
Sen. Giles (D-Pocassett), committee chairman.

Included in information the committee is requesting are
comments filed with and transcripts from Federal Energy
Regulatory Commission hearings relating to take-or-pay

liability, any allegations of breach of take-or-pay contracts,
documents relating to failure to take gas reflecting over-
supply and information reflecting sharing or non-sharing of
take-or-pay payments or settlements with royalty owners.

The Select Committee, formed in March, has subpoena
power to investigate natural gas trade practices in Oklaho-
ma by interstate and intrastate pipeline companies.

Steve Kelley, executive vice president of Oklahoma In-
dependent Petroleum Assn., urged his members to partici-
pate in the hearings, set for this summer. "This is the
opportunity to get your story told and to hopefully prevent
future abuses," Kelley said in a letter to OIPA members.

STANDARD OIL'S HORTON SEES U.S. TAKING n
MYOPIC VIEW TOWARD SOLVING ENERGY NEEDS |

New York 6/11— Growing protectionist sentiment in the
U.S. is disturbing, and Congressional calls for an oil import
tariff are misplaced, Robert Horton, chairman and CEO of

Standard Oil said at a meeting of the Financial Writers
Assn. here today.
"l think the oil import tax is wrong in principle,” he
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$1 Billion less revenue?

Tough decisions
on state budget

By Nike Bradner

Cutting a slate budget may be a lot harder than building
abudget. And, that'sjust what Alaska policymakers will
have todo in the next several years — "downbuild" thtir
budget.

Certainly oil prices will rise again sometime in the
future. But (his will not solve Alaska™s immediate stale
budget problems. Increasing oil prices will even then on—
ly adjust the tilt in the downslope of slate revenues.

However, we are not facing anything thatwe did not ex—
pect to face "someday." Alaska"s budjzt has always been
tied to thr rise and decline of the immense Prudhoe Bay
oilfield3 production curve. There has always been a day
of reckoning out there — 'sometime." Collapsing oil
prices simply pulled Alaska®s longer term budget decline
forward in time.

Inmany respects Alaskans have known about this day
of reckoning since Prudhoe Bay was discovered in 1969,
Prudhoe was so big that it’sdecline would likely be im—
possible to offset with new fields. Even in the beginning,
r.oone was blind to (his reality. Itwas this concern, in
pan. that fueled the creation of the Alaska ftrmanent Fund
in 19761

But the surge of oil income thatcame with pipeline Bow,
federal price deregulation, and the OPEC actions of the
late 197Qs was unexpectedly large. Itwas almost .oer—
whelming, and the pressure to spend escalated along with
these increased revenues.

Alaska did spend! Right, wrong, good, bad. itdoesn™t
~ake any difference now. The issue NOW iscurtailing spen—
ding. Thlt means keeping the best ofstate programs rﬁealthy
ond Miaa. anti discarding the rest. cutting budgets may
vxnxl easy when its not your job, but when itis. it3a
difficult and thankless one.

Continued on page 4

Staiuiard Qil's Horton says.

A —I'Ib

Alaska, oil industry share

common goals In

$

BAREm—0

Editor & Note: During a \isil to Alaska in earlg
September. Standard Oil Companys Chairman an
'££QJtohfrt_JInrTnf addresstd’ the Anchorage
Chamber ofCommerce. In his speech Horton com-
?aredAIaskanan mlcomgany, saymglt at during
he uncertain timesahead, Stajuiard Oil and Alaska
trill have to employ some 'of lIte same strategles to
I_Protect the enterpnse Thefollowing is the text of
rtons speech.

I come before you now as the businessman ultimately
responsible — with a deep bow to George Nelson, of
course — for a significant piece of your state"s economy.
And I want you to knosv that 1 lake this responsibility
seriously, with humility and a growing sense of wonder,
and of course a bit of concern.

And even (hough lam no different fromany other CEO
(we are all supposed to know everything), 1was amazed
to b e reminded of the sheer magnitude of our mutually-
connected fortunes. Since Standard Oil began to pour
money into Alaska at the start of the 1970s. my company
has invested S9 billion in this state — and that's invest—
ment. Htdoesn"t count salariesand overhead or the Trans-
Alaska Pipeline. Our share of TAPS was another S3
billion.

As a result of all this investment, a significant amount
ofoil -- and wealth — have been generated over meyears
While Standard Oil alone has been producing 2'A billion
barrels of oil (anothe. 1,250 barrels flow down the pipeline
every minute), one out ofevery eight of those barrels, 300

uncertain future

1 won"t review the revolutionary economic impact of
building TAPS, with those 22.000 high paying jobs and
the other 6.500 who huilt the Prudhoe Bay fecilities. Bui
Iwill say that even today Standard Oil has 1.300 Alaskans
earning over S100 million a sear, including benefits. And
I ihink il's fair to claim at least another thousand jobs —
worth another S100 millionor soayear inpayroll - among
the Alaskans doing business with us.

So I'hope il isclear toothers, as it isabundantly clear
tome. thatwe are terribly important to Alaska and Alaska

the critical need for
producers is a sense of
stability in our dealings
with the state””

isterribly important tous. 1'd iike to share with you a few
perceptions from the viewpoint ofan oilman. And perh.ps
you would allow me a few observations on what thismight
mean to Alaska and your future.

1can sum up the condition of world oil today in two
words: "Not good." World prices yo-yo up and down with
every bit of news out of OPEC. All spring, oil experts
played Pollyann3 as the price dived. In June at:d July,
ftallyanna turned into Cassandra as gloom prevailed. In
August we had modified euphoriaover OPEC*"s temporary
production quota. And now inSeptember we see a distinct
lirming of prices — but how long will that last?

I"m amused by the outside reaction to my early in—
sistence. back in April, nn h.iviru- Simri.-ml nil nriange *
our strategic affairson the premise that the price of crude 1
will jreragC-SlSaJvarTeLihroughout the restol the 1980~ |

TiTsMT alkiUcx) pessimistic. Then lwas considered
a rank optimist. Now these days | seem to be smack in
the middle of many forecasts. Heaven knows what next
week will make me!

The main thingwc can be ccrta: n of forquitea few yean
iswolatile oil prices, almost certainly lower on average than
inour salad days, but moving all over the place, for in-
siance. we could well see last summer®s lows revisited.
In the meantime, the world"s high-cost producers are cul —
ling back and shutting in. In the United States, this means
stripper wells inthe Lower 48 — with perhaps fullya ihira
ofall current domestic production there disappearing over
the next few years.

Thoughtful people realize that the long-term result of
today"s shakeout means less future oil lo compete with
OPEC, aswell as the demise of most research into alter—
native flels. So far, however, whenever oilmen deliver inis
message, there has been a tendency to say: ""So what?"

About the only good results I see of today"s situation
is that people down inthe Lower >:8no longer automatical —
ly beiicve the myth that bad times for oil mean good limes
for everybody else. If the U.S. ;nd other oil consuming
nations are undergoing a boom these days, 1°d hate to see
a hust.

‘7 can sum up the condition of world oil today
in two words: not good.

million altogether, is royalty oil for the state. At approx—
imately 8 o"clock litis evening — give or take a minute
or two — the 5 billionth barrel of Prudhoe Bay oil will
be clocked into Pump Station One up on the North Slope.

So we"ve done very well and Alaska has reaped immense
rewards. Wc"rc paying Alaska some S350 million in taxes
even inthisvery bad year. On average. Standard Oil pays
roughl) 40ft of the entire lax revenues of (he stale.
Altogether. Alaska has received S6.7 billion in tax money
from us. plus those 300 million barrels of royalty cil. We
paid some of thatamount incash, rather than kind — thus
far about S2.3 billion. So insum. Standard Oil has paid
over S9 billion in cash to Alaska over the years and has
invested a further SI2 billion.

Well, up here in Alaska, we Inow all too clearly what
the oil crash means. We knosv that the petroleum industry
is the pack horse for the Alaskan economy and govern—
ment, supplying at the lastcount some 80S of the state”s
governmental revenues. We also Inow that Alaskans must
not depend on petroleum forever. The oil bonanza, while
twill Iusta long time, will surely wind down as the years
pass just as Alaska®s first big boom >ae fur trade, passed
and the second, the Gold Kush, passed as vell.

We would be deceiving ourselves ifwc depended upon
finding more Prudhoe Bays. Stll, there may well be mote
Endicntis or Lisbumes — and I remind you that Endicott
alone isone of the ten biggest ficlds in the Unjted States.

Continued on page 5
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EXPLANATORY NOTES

THE DIVERGENCE BETWEEN ESTIMATED PROJECTIONS AND ACTUALS CAN
SOMETIMES BE DUE TO CERTAIN EVENTS WHICH ARE BEYOND THE SCOPE
OF A FORECASTER. THE FOLLOWING ITEMS ILLUSTRATE SOME OF THE
MAJOR EVENTS WHICH SUBSEQUENTLY IMPACTED STATE REVENUES AT THE
TIME THEY WERE INCORPORATED INTO THE FORECAST, BUT WHICH COULD
NOT BE ANTICIPATED IN PRIOR FORECASTS.
(1) SEPTEMBER 197G ESTIMATES FIRST REFLECT THE INTRODUCTION
OF THE CORPORATE-PETROLEUM INCOME TAX.
(2) JULY 1979 ESTIMATES FIRST REFLECT THE FOLLOWING EVENTS:
(A) TAPS PIPELINE FLOW INCREASED DUE TO ADDING PUMPS
AND DRAG REDUCING CHEMICALS.
(B) OPEC INCREASED CRUDE OIL PRICES DUE TO IRANIAN
REVOLUTION.
<C> STATE OF ALASKA OFFICIALS NEGOTIATED SALE OF
PRUDHOE BAY SADLEROCHIT ROYALTY VOLUME
(3) JANUARY 19SO ESTIMATES FIRST REFLECT BONUS SALE ($342.2M)
FROM BEAUFORT SEA LEASE SALE.
(4> JANUARY 1980 ESTIMATES FIRST REFLECT GRADUAL DECONTROL
OF OIL PRICES AND NO WINDFALL PROFITS TAX ON STATE ROYALTIES.
(5) SEPTEMBER 1981 ESTIMATES FIRST REFLECT LAW CHANGE
<CH. 116 SLA 1981) FOR CORPORATE-PETROLEUM INCOME TAX.
(6) MARCH 1982 ESTIMATES FIRST REFLECT THE "307. CASE".
ALL PRIOR FORECASTS HAD ADOPTED THE "MEAN CASE".
(7)  JANUARY 1986 ESTIMATES FIRST REFLECT SETTLEMENT OF THE TAPS CASE

(If a one year revenue forecast is within plus or minus 10% of actual receipts, then
a statistical point of view that projection is said to be accurate. The Department of
Revenue has been very fortunate, compared to international agencies engaged in the same
forecasting business, in terms of its accuracy record during the last few years.)
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HISTORICAL COMPARISON OF ALL PRIOR
REVENUE PROJECTIONS TO ACTUAL
FY 1986 -
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SEP.

JAN.
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JUN.
SEP.

JAN.
MAR.
JUN.
SEP.

JAN.
MAR.
JUN.
SEP.

JAN.

PROJECTIONS

1983 3.6076
1984 3.3590
1984 3.5657
1984 *i. . ~061
1984 3.4737
1985 3.3121
1985 2.9000
1985 2.872B
1985 2.8612
1906 3.1246
1986 2.7211
19Q6 2.6794
1986 2.6819
ACTUAL
1907 2.6827

« 11 SHOULD BE NOTED THAT IKE ABOVE AKOUNTS 00 NOT INCIUOE ANY SPECIAL SETTLEMENTS. THE FY OS BOTTOM LIKE HOULO INCLUDE AK ADDITIONAL *243.0 MILLION (ARCO SETTLRVENT)

ANO <149.0 MILLION (TAPS REFUNDS/LEGAL EIPENSES).



HISTORICAL COMPARISON OF ALL PRIOR
REVENUE PROJECTIONS TO ACTUAL
FY 1980 -

PROJECTIONS —-——-
SEP. 1978 1.0649

JAN. 1979 1.1344
MAR. 1979 1.2346
JUN. 1979 1.3640
JuL. 1979 1.8082
SEP. 1979 1.7370

JAN. 1980 2.3466
MAR. 1980 24214
JUN. 1980 26083
SEP. 1980 2.6320

ACTUAL -
JAN. 1981 2.6326

SEP.  JAN. MAR JUN. JUL  SEP. JAN. MR JUN.  SEP. UAN.
98 190 1909 190 190 199 190 190 190 190 I8l
(ACTUAL)

ity 05 431 469 518 717 660 891 920 991 1000 1000
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HISTORICAL COMPARISON OF ALL PRIOR
REVENUE PROJECTIONS TO ACTUAL
FY 1981
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PROJECTIONS

1979
1979
1979

19B0
19B0
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1980

1981
1981
1981
1981

ACTUAL

19B2

1.8462
23214
24528

3.2430
3.4609
3.8088
3.6415

3.6310
3.6978
3.6600
3.7168

3.71B2
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4 OF
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HISTORICAL COMPARISON OF ALL PRIOR
REVENUE PROJECTIONS TO ACTUAL
FY 1982 -

190 1990 181 1981 181 1B I\ I 1 12 183
(ACTUAD)

1251 1202 1206 126.0 1192 107.1 1055
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PROJECTIONS

1980 5.1398
1980 49364

1981 4.9551
1981 5.1757
1981 48953
1981 44017

1982 4.3358
1982 40444
1982 4.0989
1982 41051

ACTUAL
1983 41084
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HISTORICAL COMPARISON OF ALL PRIOR
REVENUE PROJECTIONS TO ACTUAL
FY 1983 -

981 18 1B 1R 192 1\ 198 1983 1988 183 1B
(ACTUAD)
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ACTUAL

1984

5.7665
48586

41337
27477
3.0501
3.4435

3.5677
3.5368
3.6305
3.6283

16310
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HISTORICAL COMPARISON OF ALL PRIOR
REVENUE PROJECTIONS TO ACTUAL
FY 1984 -

-ACTUAL-
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PROJECTIONS

1982 5.0053
1982 2.9906
1982 3.1350
1982 3.2117

1983 2.8048
1983 2.7287
1983 3.0712
1983 3.1667

1984 3.2474
1984 3.4184
1984 3.3354
1984 3.3893

ACTUAL
1985 3.3901
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HISTORICAL COMPARISON OF ALL PRIOR
REVENUE PROJECTIONS TO ACTUAL
FY 198S -

2 1900 1983 198 1983 184 184 1B 1% 196 1% 1% 1% 196
(ACTUAD)

M 99.5 887 847 971 10016 99.3 1049 99.9 1044 101.7 1001 99.3 99.2 100.0
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JAN.

PROJECTIONS
1982 3.2431

1983 2.8922
1983 2.7606
1983 3.1659
1983 3.3127

1984 3.2382
1984 3.4182
1984 3.2570
1984 34033

1985 3.3147
1985 3.2633
1985 3.2376
1985 3.2343

ACTUAL
1986 2600



