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International Game Technology and Subsidiaries
I n v e s t o r  I n f o r m a t i o n
Q u a r t e r ly  S t o c k  P r ic e s 1989 1988 1987H ig h L o w H ig h  L o w H ig h L o wFirst Quarter $26.50 $18.00 $12.50 $7.13 $12.50 $ 9  63Second Quarter 23.50 20.13 13.38 8.63 15.75 10.50Third Q uarter 29.00 22.63 17.25 12.63 14.50 10.88Fourth Quarter 32.00 25.00 26.88 17.00 13.50 11.50
F o r m  10-KA  copy o f the 1989 A nnual Report on Form 10-K as filed with the Securities and Exchange Com m is­sion is available to shareholders on written request without charge. All requests should be directed to:International Gam e Technology Attn: Shareholder Relations P .O . Box 10580 Reno, Nevada 89510 (702)323-5060 (702)788-6564 (FAX)

S t o c k  E x c h a n g e  L is t in gThe Company’s common stock is actively traded on the N A S D A Q  National M arket under the symbol "IGA M ".T r a n s fe r  A g e n t  &  R e g is t r a rStockholders of record who have questions regard­ing address changes, stock transfer or lost certifi­cates should direct their inquiries to:Bankers Trust Com pany of California, N .A . P .O . Box 7344San Francisco, California 94120
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Irtttemciional Game Tecb twlogy and Subsidiaries

I n v e s t o r  I n f o r m a t i o n

Q u a r te r ly  S to c k  Prices
High 1989 Low 1988High Low 1987High LowFurst Quarter $26.50 $18.00 $12.50 $7.13 $12.50 $9.63Second Quarter 23.50 20.13 13.38 8.63 15.75 10.50Tran: Quarter 29.00 22.63 17.25 12.63 14.50 1 0 .8 8Fmurth Quarter 32.00 25.00 26.88 17.00 13.50 11.50

F  orm 10-KA  .-opr.- of the 1989 Annual Report on Form 10-K as fT-ied -srith the Securities and Exchange Comm''-- sann u available to shareholders on written request ATiihcu: charge. A il requests should be directed to:
S to ck  E x ch a n g e  L is tin gThe Company’s common stock is actively traded on the NASDAQ National Marke* under the symbol "IGAM".

International Gam e Technology Arm: Shareholder Relations P 0. Box 10581'Reno, Nevada 99510 ::*2> 323-5060 7:2)788-6564 FAX)

T ra n sfe r A gen t &  R e g is tra rStockholders of record who have questions regard­ing address changes, stock transfer or lost certifi­cates should direct their inquiries to:Bankers Trust Company of California, N.A. P.O. Box 7344San Francisco, California 94120
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STATE OF ALASKA

1990 LEGISLATIVE SESSION

REQUEST;

R e v i s i on  Da te; ____________________

Title; An Act granting Park Rangers 

status as Peace Officers____________

Sponsor: Duncan____________________

R eq u e s t o r : __________________________

..............................

Bill Version: sb 282
Publish Date:

FISCAL NOTE

Ag en c y A f f e ct ed :  Administration

B R U : Retirement and Benefits

C o m p o n e n t s : Ret irement and Benefits

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f Dollars)

O P E R A T I N G FY 91 FY 92 FY 93 ' Fv- 9-4 FY 95 ' FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND j. STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL O P E R A T I N G 0 0 0 0 0 0

C A P I T A L

R E V E N U E

FUNDING: ( Th ou s a n d s of  Dol lars)

CENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

P O S I T I O N S :
FULL-TIME 0 0 0 0 0 '0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

AN A L Y SI S:  ( At tac h a s epa ra te  page if necessary)

THIS BILL WOULD INCREASE STATE CONTRIBUTIONS BY .01% OF THE ESTIMATED FY 91 PAYROLL AND RESULT 

IN AN INCREASE OF $**9.3 IN FY 91 PERSONAL SERVICES COSTS.

Please refer to page 2 for a detailed discussion.

P r e p a r e d  by: Sally Smith. Director <2./. Phone : 4 6 5 - W O _____________

D iv isio n: Retirement and Benefits C _  Date !

A p p r o v e d  by C om m i ssi one r: F ^ n k ^ T ~ B a x ^ r ______________ Date.-y  i ) o________________

Agenc y: D e p a r t m e n t  of  A d m i n i s t r a t i o n ___________________

D i s t r i b u t i o n  (by preparer):

L e g i s l a t i v e  Fina nce  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f f ic e  of M a n a g e m e n t  arid B ud g e t

Im pac ted  A ge n c y ( i e s )  P ag e j ____ of 2
15/6K1/022703-0/1&2

Rev: 11/89



Senate B ill 282 
Analysis o f Fiscal Implications to the Retirement Funds 

Prepared by Division of Retirement &  Benefits 
Department o f Administration 

February 27, 1990

Analysis: This b ill is intended to include Public Employees’ Retirement
System (PERS) members who serve as Park Rangers under "Peace
Officer/F irefighter" coverage. They are currently covered under the 
"A ll Other" category. We have assumed that this b ill w ill increase the 
"Peace Officer/Firefighter" participation and decrease the "A ll Other" 
participation in PERS by 7 full-time and 40 seasonal Park Rangers.

This b ill would increase the state FY90 PERS contribution rate 
by .01%. The state payroll is estimated to be $492,656,834 in FY91 
and remain stable each year thereafter.

The state cost of $ 49,657 is calculated as follows:

State FY90 payroll $ 492,656,834 
Increase in PERS rate X .04%

Total FY90 state c o s t............. $ 49,657

TOTAL FY 90 STATE COST............................$ 49,657

This b ill w ill not materially affect the accrued liabilities 
or the funding ratio o f the PERS fund.
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I n t r o d u c e d :  4 / 1 7 / 8 9
R e f e r r e d :  S t a t e  A f f a i r s ,  R e s ou rc e s

and F inance
b - 1 2 0 5 A

1 IN THE SENATE BY DUNCAN
2 SENATE B ILL  NO. 282
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 SIXTEENTH LEGISLATURE - F IRST SESSION
5 A B ILL
6 F o r  an Act e n t i t l e d :  "An Act g r a n t i n g  c e r t a i n  commiss ioned p a r k  r a n g e r s
7 s t a t u s  as peace  o f f i c e r s  vmder  the  p u b l i c  e m p l o y e e s ’
8 r e t i r e m e n t  s y s t e m . "
9 BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 *  S e c t i o n  1. AS 3 9 . 3 5 . 6 8 0 ( 2 8 )  i s  amended t o  r e a d :
11 ( 2 8 )  "p e a c e  o f f i c e r "  o r  " f i r e m a n "  means an emp loyee occ.upy-
12 i n g  a p o s i t i o n  as a peace o f f i c e r ,  c h i e f  o f  p o l i c e ,  c o r r e c t i o n a l
13 o f f i c e r ,  c o r r e c t i o n a l  s u p e r i n t e n d e n t ,  p a r k  r a n g e r  commiss ioned u nde r
14 AS 1 8 . 6 5 . 0 1 0 ,  f i r e m a n ,  o r  f i r e  c h i e f ;

S B 0 2 8 2 a -1- SB 282
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F U R T H E R  O & G
* * F I S C A L  N O T E ( S )  M U S T  B E  A T T A C H E D  R E S
I N  A C C O R D A N C E  W I T H  A S  2 4 . 0 8 . 0 3 5  F I N  .

D A T E  T U R N E D  I N T O  O F F I C E  T  "=2 7  7
4/17/89 

Mr. P r e s i d e n t :

S T A T E  A F F A I R S  C o » » i t t e e  c o n s i d e r e d  SB 284

c e r t a i n  r e v e n u e  f r o m  m i n e r a l  s o u r c e s  a n d  to the oil a n d  gas p r o p e r t i e s  

p r o d u c t i o n  tax; efd

D a t e  o f  5 - D A Y  N O T I C E  
I N  A C C O R D A N C E  W I T H  U N I F O R M  R U L E  23

a n d  r e c o m m e n d e d :

[ ] r e p l a c e  w i t h  C S

[ ] a t t a c h e d  a m e n d m e n t ( s )  a n d

[ ] _______________________________l e t t e r  o f  i n t e n t  a d o p t e d

[ ] d o  p a s s

[ ] d o  n o t  p a s s

[ ] n o  r e c o m m e n d a t i o n

i n d i v i d u a l  r e c o m m e n d a t i o n s  

f u r t h e r  r e f e r r a l  t o

v A  

[ ]

F I S C A L  N O T E (S ) a t t a c h e d  [ ] z e r o  
[ ] a p p r o p r i a t i o n  n o  F N  a t t a c h e d

S I G N I N G  DO P A S S

[] s a m e  t i t l e  
[] n e w  t i t l e

f i s c a l  i m p a c t  
[ ] Gov. F N  i n t r o d u c e d  w /  b i l l

E C O M M E N D A T I O N S

/  I'm  z i p

C h a i r
[ ] C o m m i t t e e  b a c k u p  a t t a c h e d

~ '“ s i g n a t u r e  "and r e c o m m e n d a t i o n
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S B  284 R E L A T I N G  T O  R E V E N U E  F R O M  M I N E R A L  S O U R C E S  A N D  T O  T H E  O I L  
A N D  G A S  P R O P E R T I E S  P R O D U C T I O N  T A X

TO  T E S T I F Y / A N S W E R  Q U E S T I O N S  

SEN. E L I A S O N ,  S P O N S O R  (MARY)

H U G H  M A L O N E / C L I F F  G R O H ,  DEPT. R E V E N U E  

G R E G G  E R I C K S O N ,  O.M . B .

S H E I L A  H E L G A T H ,  S E N A T E  A D V I S O R Y  C O U N C I L

F.Y.I.

E L F  F O R M U L A  I N  B I L L  IS S A M E  A S  S E N A T E  J U D I C I A R Y  P R O P O S A L  (i.e.
T H E  H O U S E - P A S S E D  V E R S I O N  B U T  W I T H O U T  R E T R O A C T I V I T Y ) .

E F F E C T  O N  P E R M A N E N T  F U ND: I N C R E A S E  C O R P U S ,  S O  I N C R E A S E  E A R N I N G S ,
S O  I N C R E A S E  D I V I D E N D S ,  S O  R E Q U I R E  M O R E  I N F L A T I O N  P R O O F I N G .

T H E  I N C R E A S E  F R O M  2 5 %  T O  43% IS " W H A T  W O R K S " .  A S  C A L C U L A T E D  B Y  
S E N A T E  A D V I S O R Y  C O U N C I L ,  T H E  R E V E N U E S  G E N E R A T E D  BY  T H E  P E R C E N T A G E  
I N C R E A S E  W I L L  A P P R O X I M A T E  T H E  R E V E N U E S  G E N E R A T E D  B Y  T H E  ELF. 
N U M B E R S  A R E  I N  P A C K E T  —  IS A C T U A L L Y  A  L I T T L E  " O V E R F L O W "  T O  T H E  
G E N E R A L  F U N D  E A C H  Y EAR.
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A la sk a  P erm an en t F u n d  C o rp o ratio nP.O. Box 4-1000 Juneau, Alaska 99802-4100
(907) 465-2047 Teincopy (907) 586-2057

M E M O R A N D U M

D A T E

TO:

A p r i l  19, 1989 

S e n a t o r  D i c k  E l i a s o n

FROM: J i m  Kellj
R e s e a r c h  a i s o n  O f f i c e r

S U B J E C T A n a l y s i s  o f  S e n a t e  B i l l  N o .  284

A t t a c h e d  a r e  t w o  f i n a n c i a l  p r o j e c t i o n s  a n d  t h r e e  c h a r t s  p r e p a r e d  b y  
t h e  A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n  a t  y o u r  r equest.

F i n a n c i a l  P r o j e c t i o n  #1: T h i s  is t h e  s t a t u s  q u o  c a s e  a s  o f  M a r c h
31, 1989. I t  p r o v i d e s  t h e  b e n c h m a r k  a g a i n s t  w h i c h  t o  c o m p a r e  a n d  
c o n t r a s t  a n y  c h a n g e s  t o  c u r r e n t  law.

F i n a n c i a l  P r o j e c t i o n  #2: T h i s  p r o j e c t i o n  d e p i c t s  the i m p a c t  of
e n a c t m e n t  of  S e n a t e  Bill No. 284. It is t h e  C o r p o r a t i o n ' s  
u n d e r s t a n d i n g  t h a t  t h i s  b i l l  w o u l d  i n c r e a s e  f r o m  25% t o  4 3 %  t h e  
r a t e  o f  c o n t r i b u t i o n  t o  t h e  P e r m a n e n t  F u n d  o f  all m i n e r a l  l e a s e  
r e n t a l s ,  r o y a l t i e s ,  r o y a l t y  s a l e  p r o c e e d s ,  n e t  p r o f i t  s h a r e s  u n d e r  
AS 3 8 . 0 5 . 1 8 0 ( f )  a n d  ( g ) , a n d  f e d e r a l  m i n e r a l  r e v e n u e  s h a r i n g  
p a y m e n t s  r e c e i v e d  b y  t h e  s t a t e  on o r  a f t e r  J u l y  1, 1989, f r o m  
m i n e r a l  l e a s e s  i s s u e d  o n  o r  b e f o r e  D e c e m b e r  1, 1979.

In o t h e r  w o r d s ,  t h e  d e d i c a t e d  r e v e n u e s  w h i c h  h a v e  b e e n  f l o w i n g  t o  
t h e  P e r m a n e n t  F u n d  at t h e  25% c o n t r i b u t i o n  r a t e  w o u l d  b e  i n c r e a s e d  
to  t h e  4 3 %  level, and t h o s e  r e v e n u e s  w h i c h  h a v e  b e e n  f l o w i n g  at  t h e  
50% c o n t r i b u t i o n  ra t e  w o u l d  c o n t i n u e  u n c h a n g e d .

C o m m e n t a r y  on t h e  C h a r t s : In a l l  cases, t h e  D e p a r t m e n t  o f  R e v e n u e  
S p r i n g  1989 l o w - c a s e  f o r e c a s t  is used.

C h a r t  #3 c o m p a r e s  the c o n t r i b u t i o n  of  d e d i c a t e d  r e v e n u e s  t o  t h e  
P e r m a n e n t  F u n d  e a c h  y e a r  f r o m  1990 - 2 0 0 5  u n d e r  b o t h  t h e  s t a t u s  quo 
a n d  S B  284.

C h a r t  #4 a g a i n  c o m p a r e s  t h o s e  c o n t r i b u t i o n s ,  b u t  a l s o  d e p i c t s  t h e m  
in r e l a t i o n  t o  t h e  t o t a l  a m o u n t  of s t a t e  oil r e v e n u e s  p r o j e c t e d  to 
be r e c e i v e d  e a c h  y e a r  f r o m  1990 - 2005.



C h a r t  #5 c o m p a r e s  t h e  c u m u l a t i v e  t o t a l  c o n t r i b u t i o n s  u n d e r  t h e  
s t a t u s  q u o  a n d  S B  284 w i t h  t h e  c u m u l a t i v e  t o t a l  s t a t e  o i l  r e v e n u e s  
p r o j e c t e d  t o  b e  r e c e i v e d  d u r i n g  t h a t  s a m e  p e r i o d .

T h e  f o l l o w i n g  a n a l y s i s  c o n c e r n s  i t s e l f  w i t h  c e r t a i n  i m p a c t s  o n  t h e  
P e r m a n e n t  F u n d  (all f i g u r e s  e x c e p t  p e r  c a p i t a  d i v i d e n d s  a r e  in 
m i l l i o n s  of  d o l l a r s ) :

1) H o w  tfc/uld t h i s  p r o p o s a l  a f f e c t  t h e  g r o w t h  of  F u n d  
p r i n c i p a l ?

F u n d  P r i n c i p a l  B a l a n c e

S t a t u s  Q u o  P r o j e c t i o n  #2 ^ 3  z

S e n a t o r  D i c k  E l l a s o n

A p r i l  21, 1 9 8 9
P a g e  2

J u n e 30, 1989: 9 , 1 3 5 9 , 1 3 5
J u n e 30, 2 0 0 0: 18 , 2 2 9 1 9 , 5 4 2
J u n e 30, 2005: 2 3 , 3 9 0 2 5 , 2 1 4

2) H o w  w o u l d  it a f f e c t  t h e  l e v e l  of  F u n d  n e t  i n c o m e  p r o d u c e d  
in t h e  f u t u r e ?

A n n u a l  N e t  I n c o m e

S t a t u s  Q u o  P r o j e c t i o n  #2
F i s c a l  1989: 838 838
F i s c a l  2000: 1 , 6 3 4  1 , 7 4 9
F i s c a l  2005: 2 , 1 0 0  2 , 2 6 3

3) H o w  w o u l d  it a f f e c t  t o t a l  d i v i d e n d  d i s t r i b u t i o n s  (in 
m i l l i o n s )  a n d  t h e  a m o u n t s  o f  a n n u a l  p e r  c a p i t a  d i v i d e n d s ?

D i v i d e n d  D i s t r i b u t i o n s

S t a t u s  Q u o  P r o j e c t i o n  #2
J u n e 30, 1989: 459 459
J u n e 30, 2 0 0 0 : 772 821
J u n e 30, 2005: 1 , 0 0 1 1 , 0 7 7

Pe r  C a p i t a  D i v i d e n d  P a y m e n t s

C a l e n d a r  1989: 
C a l e n d a r  2000: 
C a l e n d a r  2005:

S t a t u s  q u o
$ 8 4 0 . 0 0
1 . 0 9 7 . 0 0
1 . 2 9 4 . 0 0

P r o j e c t i o n  #2 
$ 8 4 0 . 0 0
1 . 1 7 0 . 0 0
1 . 3 9 7 . 0 0

4) H o w  w o u l d  it a f f e c t  i n f l a t i o n - p r o o f i n g  t r a n s f e r s ?



* - S e n a t o r  D i c k  E l i a s o n
A p r i l  21, 1 9 8 9
P a g e  3

J u n e  30, 1989: 
J u n e  30, 2000: 
J u n e  30, 2005:

I n f l a t i o n - P r o o f i n g  T r a n s f e r s

S t a t u s  Q u o
358
862

1 , 0 9 9

P r o j e c t i o n  #2
358
928

1 , 1 8 6

5) H o w  w o u l d  it a f f e c t  a m o u n t s  o f  d e d i c a t e d  s t a t e  r e v e n u e s ?

D e d i c a t e d  S t a t e  R e v e n u e s

S t a t u s  Q u o  P r o j e c t i o n  #2
J u n e  30, 1989: 192 192
J u n e  30, 2000: 67 114
J u n e  30, 2005: 18 31

C o m p a r e d  t o  t h e  s t a t u s  quo, t h e  m o s t  n o t i c e a b l e  e f f e c t s  o f  a d o p t i o n  
of  t h e  c h a n g e s  d e p i c t e d  in t h i s  p r o p o s a l  w o u l d  b e  a s  fol l o w s :

•»
F u n d  p r i n c i p a l  w o u l d  b e  $1.3 b i l l i o n  l a r g e r  in 2 0 0 0  a n d  $1.8 
b i l l i o n  l a r g e r  i n  2005.

N e t  i n c o m e  w o u l d  b e  $ 1 1 5  m i l l i o n  l a r g e r  i n  2 0 0 0  a n d  $163 
m i l l i o n  l a r g e r  i n  2005.

T h e  d i v i d e n d  d i s t r i b u t i o n  w o u l d  b e  $49 m i l l i o n  l a r g e r  in 2 0 0 0  
a n d  $76 m i l l i o n  l a r g e r  in 2005.

P e r  c a p i t a  d i v i d e n d s  w o u l d  b e  $73 l a r g e r  i n  2 0 0 0  a n d  $103 
l a r g e r  in  2005.

T h e  i n f l a t i o n - p r o o f i n g  t r a n s f e r  w o u l d  b e  $66 m i l l i o n  l a r g e r  in 
2 0 0 0  a n d  $87 m i l l i o n  l a r g e r  in 2005.

T h e  d e d i c a t e d  s t a t e  r e v e n u e s  w o u l d  b e  $47 m i l l i o n  l a r g e r  i n  
2 0 0 0  a n d  $13 m i l l i o n  l a r g e r  in 2005.

F o r  Y o u r  I n f o r m a t i o n :  T h e s e  p r o j e c t i o n s  a r e  b a s e d  o n  a c e r t a i n  s e t
of  b a s i c  a s s u m p t i o n s ;  t h e  n u m b e r s  s h o w n  o n  t h e s e  s h e e t s  w o u l d  
c h a n g e  i f  d i f f e r e n t  a s s u m p t i o n s  w e r e  used. T h e  a s s u m p t i o n s  u s e d  in 
t h e  p r e p a r a t i o n  o f  e a c h  p r o j e c t i o n  a r e  l i s t e d  a t  t h e  b o t t o m  o f  e a c h  
p r o j e c t i o n  sheet, a n d  e x p l a i n e d  h e r e i n .

It is t h e  C o r p o r a t i o n ' s  p o l i c y  t o  u s e  c o n s e r v a t i v e  a s s u m p t i o n s  
w h e r e v e r  p o s s i b l e .  Thus, t h e  F u n d ' s  l o n g - t e r m  r a t e  o f  r e t u r n  is 
p r o j e c t e d  t o  a v e r a g e  3% p e r  y e a r  a f t e r  i n f l a t i o n ;  l o n g - t e r m  
i n f l a t i o n  is p r o j e c t e d  to  a v e r a g e  6% p e r  y e a r ;  a n d  t h e  a s s u m p t i o n s  
f o r  n u m b e r s  o f  f u t u r e  d i v i d e n d  r e c i p i e n t s  a n d  a m o u n t s  o f  f u t u r e

•



d e d i c a t e d  S t a t e  o i l  r e v e n u e s  a r e  t a k e n  f r o m  t h e  D e p a r t m e n t  of  
R e v e n u e ' s  m o s t  r e c e n t  " l o w  c a s e "  f o r e c a s t .

P L E A S E  N O T E  T H A T  T H E  C O R P O R A T I O N  N E I T H E R  S U P P O R T S  N O R  O P P O S E S  A N Y  
P R O P O S E D  C H A N G E S  T O  T H E  C U R R E N T  U S E  O F  F U N D  E A R N I N G S ,  E X C E P T  AS 
T H E Y  M A Y  R E L A T E  T O  T H E  P R O P E R  E X E R C I S E  O F  T H E  T R U S T E E S '  F I D U C I A R Y  
R E S P O N S I B I L I T I E S  A S  R E Q U I R E D  U N D E R  T H E  P R U D E N T  I N V E S T O R  RULE.

S e n a t o r  D i c k  E l i a s o n
A p r i l  21, 1 9 8 9
P a g e  4



A la sk a  P e rm a n e n t F u n d  C o rp o ra tio nFINANCIAL PROJECTIONS (in millions)
as of March 31, 1985

PRINCIPAL INCOME

Distributions Reserves
Uedicateo Inflation ........-- ....

FY Begin Appro­ State Inflation FY End Proofing Net Per Capita Inflation General Add FY End
FY Balance priations Revenues* Proofing Balance Shortfall Incoae Dividends Dividends* Proofing Fund (Delete) Balance FY

78 54 54 2 1 78
79 54 84 139 8 7 79
80 139 344 483 32 12 12 80
81 483 900 385 1,769 150 28 28 59 59 81
82 1,769 800 401 2,969 368 71 $1,000.00 71 185 244 82
83 2,969 400 421 231 4,021 471 108 $386.15 231 110 110 354 83
84 4,021 300 366 151 4,838 530 175 $331.29 151 203 557 84
85 4,838 300 368 235 5,741 658 217 $404.00 235 206 763 85

A
5,741 323 216 6,281 1,021 303 $556.26 216 501 1,264 86

w 6,281 1,264 171 148 7,864 1,069 391 $708.19 148 529 529 87
88 7,864 418 303 8,585 789 424 $826.93 303 62 591 88

89 8,585 192 358 9,135 838 459 $840.00 358 20 611 89

90 9,135 172 465 9,772 819 477 $817.00 465 ( 123) 489 90
91 9,772 149 595 10,516 974 473 $794.00 595 ( 94) 395 91
92 10,516 141 639 11,296 1,035 470 $774.00 639 ( 75) 320 92
93 11,296 134 686 12,116 1,101 501 $809.00 686 ( 85) 235 93
94 12,116 128 735 12,979 1,170 535 $850.00 735 ( 100) 135 94
95 12,979 114 786 13,878 1,241 580 $904.00 786 ( 121) 11 95
96 13,878 104 709 14,692 130 1,314 615 $942.00 709 ( 11) 96
97 14,692 98 737 15,526 151 1,389 653 $981.00 737 97
98 15,526 95 777 16,397 161 1,468 691 $1,019.00 777 98
99 16,397 85 818 17,300 171 1,549 731 $1,058.00 818 99
0 17,300 67 862 18,229 181 1,634 772 $1,097.00 862 0
1 18,229 56 906 19,190 191 1,721 815 $1,136.00 906 1
2 19,190 51 952 20,193 203 1,811 859 $1,176.00 952 2
3 20,193 17 999 21,209 214 1,904 905 $1,215.00 999 3
4 21,209 17 1,047 22,274 226 2,000 952 $1,255.00 1,047 4-
5 22,274 18 1,099 23,390 239 2,100 1,001 $1,294.00 1,099 5

Cuiulative Totals: 3,964 4,973 14,453 23,390 1,865 29,164 13,218 $21,990.82 14,453 229

MPTIONS; 4.081 Inflation Rate FY 89 
9.21? Rate of Return FY 89

4/21/89 
STATUS QUO

5.00? Inflation Rate FY 90 
8.00? Rate of Return FY 90

6.00? Inflation Rate FY 91-05 
9.00? Rate of Return FY 91-05

* SOURCE: Dedicated Revenues and Population 
Projections Froa Alaska Departaent of Revenue 
Spring 1909 Low-Case Revenue Forecast Except 
1989 Estiaate of 530,000 Eligible PFD Applicants 
By DOR Peraanent Fund Dividend Division
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A la sk a  P erm an e n t F u n d  C orp o rationFINANCIAL PROJECTIONS (in millions)
as of March 31, 1989

PRINCIPAL INCOME

Distributions Reserves
Dedicated Inflation ..... " — -............................... *•—

FY Begin Appro- State Inflation FY End Proofing Net Per Capita Inflation General Add FY End
FY Balance priations Revenues* Proofing Balance Shortfall Income Dividends Dividends** Proofing Fund (Delete) Balance FY

78 54 54 2 1 78

79 54 84 139 8 7 79
80 139 344 483 32 12 12 80

81 483 900 385 1,769 150 28 28 59 59 81

82 1,769 800 401 2,969 368 71 $1,000.00 71 185 244 82

83 2,969 400 421 231 4,021 471 108 $386.15 231 110 110 354 83
84 4,021 300 366 151 4,838 530 •175 $331.29 151 203 557 84

85 4,838 300 368 235 5,741 658 217 $404.00 235 206 763 85

5,741 323 216 6,281 1,021 303 $556.26 216 501 1,264 86

w 6,281 1,264 171 148 7,864 1,069 391 $708.19 148 529 529 87

88 7,864 418 303 8,585 789 424 $826.93 303 62 591 88

89 8,585 192 358 9,135 838 459 $840.00 358 20 611 89

90 9,135 290 471 9,896 824 477 $818.00 471 ( 124) 487 90
91 9,896 252 609 10,758 991 475 $798.00 609 ( 93) 394 91
92 10,758 238 660 11,655 1,062 476 $783.00 660 ( 73) 321 92
93 11,655 227 713 12,594 1,139 510 $824.00 713 ( 83) 237 93
94 12,594 217 769 13,580 1,220 550 $873.00 769 ( 99) 139 94

95 13,580 193 826 14,600 1,302 600 $936.00 826 ( 124) 14 95
96 14,600 177 758 15,534 128 1,386 641 $983.00 758 ( 14) 96
91 15,534 165 787 16,486 155 1,472 684 $1,030.00 787 97
98 16,486 160 833 17,478 166 1,561 729 $1,077.00 833 8
99 17,478 143 880 18,501 178 1,654 774 $1,123.00 880 99
0 18,501 114 928 19,542 189 1,749 821 $1,170.00 928 0
1 19,542 96 977 20,614 202 1,846 870 $1,216.00 977 1
2 20,614 88 1,027 21,730 215 1,947 920 $1,261.00 1,027 2
3 21,730 29 1,079 22,837 227 2,049 971 $1,307.00 1,079 3
4 22,837 30 1,130 23,997 242 2,154 1,023 $1,352.00 1,130 4
5 23,997 31 1,186 25,214 256 2,263 1,077 $1,397.00 1,186 5

Cumulative Totals: 3,964 5,975 15,275 25,214 1,957 30,553 13,786 $22,000.82 15,275 229

$ HPTIONS: A.08? Inflation Rate FY 89 
9.21? Rate of Return FY 89

4/21/89
SENATE BILL NO. 284

5.00? Inflation Rate FY 90 
8.00? Rate of Return FY 90

6.00? Inflation Rate FY 91-05 
9,00? Rate of Return FY 91-05

* SOURCE: Dedicated Revenues and Population 
Projections Fro# Alaska Department of Revenue 
Spring 1989 l.ow-Case Revenue Forecast Except 
1989 Estimate of 530,000 Eligible PFD Applicants 
8y DOR Permanent Fund Dividend Division
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DEDICATED OIL REVENUES TO FUND
A  C o m p a r i s o n  o f  S t a t u s  Q u o  a n d  S B  2 8 4

M i l l i o n s  o f  $

£

_i-------------------------- , j , | | — , ■ | p

90 91 92 93 94 95 96 97 98 99 0
F i s c a l  Y e a r s

3ourc#: A P F C  4 / 2 1 / 8 9

*■
\jA



D E D I C A T E D  O I L  R E V E N U E S  T O  F U N D  

C O M P A R E D  T O  T O T A L  S T A T E  O I L  $

M i l l i o n s  o f  $

1,600

1,400

1 , 2 0 0

1 , 0 0 0

800

600

400

2 0 0

0

S ta tu s  Quo ^  SB 284 F D  Total Oil $

90 91 92 93 94 95 96 97 98 99 0 1 2 3 4 5
F i s c a l  Y e a r s

Sourc*: A P F C  4 /21/89



DEDICATED OIL REVENUES TO FUND 
AS A % OF TOTAL STATE OIL $

1 9 9 0  -  2 0 0 5

(in millions)

1 3 %$ 1 , 4 4 5
2 2 %  $ 2 , 4 5 0

$ 8 , 6 3 4
S t a t u s  Q u o S B  2 8 4

Total State Oii * ios 1990-2005: $11.1 Billion

8 7 %  $ 9 , 6 3 9

Source: APFC 4/21/89
i



C A S E  1
H O W  T H E  E L F  IS C A L C U L A T E D  

E L F  =  (1 - [ P E L / T P ] ) e x p ( 4 6 0 * W D / P E L )

P E L  =  (Production at the E c o n o m i c  Limit) =

(300 barrels per day)*

(average n u m b e r  of operating wells during the month)* 

( n u m b e r  of days of production for the month). 

E X A M P L E

P E L  =  3 0 0  barrels * 541 wells * 30 days =  4,869,000 barrels per m o n t h

T P  =  (Total Production for the field for the m o n t h ) =

(average n u m b e r  of operating wells during the m o n t h  )*

( n u m b e r  of days of production for the month)*

(average daily production per well).

E X A M P L E

T P  =  541 wells * 3 0  days * 2 4 7 7  barrels per well =  40,201,710 barrels per m o n t h

W D  =  (Well Days) =

( n u m b e r  of operating wells during the m o n t h ) *

( n u m b e r  of days each well operates) 

E X A M P L E  

W D  =  541 wells * 30 days =  16,230 well days

C A L C U L A T I O N  E X A M P L E  

E L F  =  (1 - [ P E L  / T P  ])exp(460* W D  / P E L  ) 

E L F  =  (1 - [4,869,000/40,201,710])exp(460*16,230/4,869,000) 

E L F  =  (1 - .1211) exp (1.533)ELF = (.8789) exp . (1.533)ELF =.82
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2002 
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£ U a £ f e a  £ ? > t a t e  l e g i s l a t u r e
Senate Advisory Council P0 Box V 

State Cap ito l 
Juneau. Alaska 99811 
Phone: (907) 465-3114

I  a *  c\
F 4 1 ’

MEMORANDUM 7 a  r  i f

TO: Senator Dick El i ason J o l  xtJ
Alaska State Senate

FROM: Sheila F. Helgath, PhD
Legis la tive Ana lyst

DATE: Ap r i l 18, 1989

SUBJECT: Contributions to Permanent Fund and General Fund as a Result o f
SB 284; Research Request #89-100049

Attached are three tab les which show the additiona l amount o f money the 
Permanent Fund and General Fund would receive i f  ELF were changed under SB 284 
and the rate o f royalty con tr ib u t io n s were changed. The roya lty ra tes has been 
calcu lated at 43%. 44%, and 45%.

I f  you have fu r the r questions please c a l l .

attachments:



T a b l e  1 .  T h e  E f f e c t  o f  C h a n g i n g  t h e  P o r t i o n  o f  R o y a l t y  C o n t r i b u t i o n s  t o  t h e  
P e r m a n e n t  F u n d  N o w  S e t  a t  a  2 5  P e r c e n t  C o n t r i b u t i o n  R a t e  t o  4 3 %  a n d  E L F  U n d e r  S B  2 8 4 ( M i l l i o n s  D o l l a r s / 1 )

F i s c a l
Y e a r

E L F  
S B  2 8 4

( A )

P F  0  2 5 %  
C u r r e n t  

C o n t r i b u t i o n  
( B )

P F  R o y a l t y  
+  E L F  
( A + B )

( C )

C o n t r i b u t i o n  t o  
P F  0  4 3 %

( S e e  F o o t n o t e / 2 )  
( D )

A m o u n t  o f  P F  
C o n t r i b u t i o n  
d u e  t o  S B  2 8 4

( E )

C o n t r i b u t i o n  t o  
G e n e r a l  F u n d  

( C - D )
( F )

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

T O T A L 1 , 9 4 1 2 , 1 8 5 4 , 1 2 6 3 , 7 5 9 1 , 5 7 4 3 6 7

S o u r c e :  A l a s k a  D e p a r t m e n t  o f  R e v e n u e  F o r e c a s t s  f o r  S p r i n g  1 9 8 9  
P r e p a r e d  b y  S e n a t e  A d v i s o r y  C o u n c i l  A p r i l  1 8 ,  1 9 8 9

/ I  R o u n d i n g  m a y  c a u s e  s o m e  n u m b e r s  n o t  t o  t o t a l  e x a c t l y .

/ 2  T h e s e  a m o u n t s  r e p r e s e n t  o n l y  t h a t  p o r t i o n  o f  t h e  r o y a l t y  c o n t r i b u t i o n  t o  t h e  P e r m a n e n t  F u n d  
t h a t  i s  c u r r e n t l y  c o n t r i b u t e d  a t  a  r a t e  o f  2 5 % .  T h e  r o y a l t y  r a t e  f o r  o t h e r  c o n t r i b u t i o n s  i s  5 0 % .

E; =. i r\or<ias£cJ (Xj w J , 'to Vs P
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T a b l e  2 .  T h e  E f f e c t  o f  C h a n g i n g  t h e  P o r t i o n  o f  R o y a l t y  C o n t r i b u t i o n s  t o  t h e
P e r m a n e n t  F u n d  N o w  S e t  a t  a  2 5  P e r c e n t  C o n t r i b u t i o n  R a t e  t o  4 4 %  a n d  E L F  U n d e r  S B  2 8 4  ( M i l l i o n s  D o l l a r s / 1 )

F i s c a l
Y e a r

E L F  
S B  2 8 4

( A )

P F  0  2 5 %  
C u r r e n t  

C o n t r i b u t i o n  
( B )

P F  R o y a l t y  
+  E L F  
( A + B )

( C )

C o n t r i b u t i o n  t o  
P F  0  4 4 %

( S e e  F o o t n o t e / 2 )  
( D )

A m o u n t  o f  P F  
C o n t r i b u t i o n  
d u e  t o  S B  2 8 4  

( E )

C o n t r i b u t i o n  t o  
G e n e r a l  F u n d  

( C - D )
( F )

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

T O T A L 1 , 9 4 1 2 , 1 8 5 4 , 1 2 6 3 , 8 4 6

-=------- =----- :-------- -----------------------
1 , 6 6 1 2 8 0

S o u r c e :  A l a s k a  D e p a r t m e n t  o f  R e v e n u e  F o r e c a s t s  f o r  S p r i n g  1 9 8 9
P r e p a r e d  b y  S e n a t e  A d v i s o r y  C o u n c i l  A p r i l  1 8 ,  1 9 8 9  

/ I  R o u n d i n g  m a y  c a u s e  s o m e  n u m b e r s  n o t  t o  t o t a l  e x a c t l y .

/ 2  T h e s e  a m o u n t s  r e p r e s e n t  o n l y  t h a t  p o r t i o n  o f  t h e  r o y a l t y  c o n t r i b u t i o n  t o  t h e  P e r m a n e n t  F u n d  
t h a t  i s  c u r r e n t l y  c o n t r i b u t e d  a t  a  r a t e  o f  2 5 % .  T h e  r o y a l t y  r a t e  f o r  o t h e r  c o n t r i b u t i o n s  i s  5 0 % .



T a b l e  3 .  T h e  E f f e c t  o f  C h a n g i n g  t h e  P o r t i o n  o f  R o y a l t y  C o n t r i b u t i o n s  t o  t h e
P e r m a n e n t  F u n d  N o w  S e t  a t  a  2 5  P e r c e n t  C o n t r i b u t i o n  R a t e  t o  4 5 %  a n d  E L F  U n d e r  S B  2 8 4  ( M i l l i o n s  D o l l a r s / 1 )

F i s c a l
Y e a r

E L F
S B  2 8 4  

( A )

P F  6  2 5 %  
C u r r e n t  

C o n t r i b u t i o n  
( B )

P F  R o y a l t y  
+  E L F  
( A + B )

( C )

C o n t r i b u t i o n  t o  
P F  0  4 5 %

( S e e  F o o t n o t e / 2 )  
( D )

A m o u n t  o f  P F  
C o n t r i b u t i o n  
d u e  t o  S B  2 8 4

( E )

C o n t r i b u t i o n  t o  
G e n e r a l  F u n d  

( C - D )
( F )

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

T O T A L 1 , 9 4 1 2 , 1 8 5 4 , 1 2 6 3 , 9 3 4 1 , 7 4 8 1 9 3

S o u r c e :  A l a s k a  D e p a r t m e n t  o f  R e v e n u e  F o r e c a s t s  f o r  S p r i n g  1 9 8 9
P r e p a r e d  b y  S e n a t e  A d v i s o r y  C o u n c i l  A p r i l  1 8 ,  1 9 8 9  

/ I  R o u n d i n g  m a y  c a u s e  s o m e  n u m b e r s  n o t  t o  t o t a l  e x a c t l y .

/ 2  T h e s e  a m o u n t s  r e p r e s e n t  o n l y  t h a t  p o r t i o n  o f  t h e  r o y a l t y  c o n t r i b u t i o n  t o  t h e  P e r m a n e n t  F u n d  
t h a t  i s  c u r r e n t l y  c o n t r i b u t e d  a t  a  r a t e  o f  2 5 % .  T h e  r o y a l t y  r a t e  f o r  o t h e r  c o n t r i b u t i o n s  i s  5 0 % .



A L A S K A  S T A T E  L E G I S L A T U R E
SENATOR R ICHARD  I. ELIASON

S E N A T E

LABOR 4 COMMERCE COMMITTEE. CH AIRM AN

RESOURCES COMMITTEE

RULES COMMITTEE

SPECIAL COMMITTEE ON HIGH SEAS 
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SELECT COMMITTEE ON 
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SITKA. ALASKA 99835

P 0 .  BOX V 
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(9971465-4916

FAX (607) 465-4928

M E M O R A N D U M

TO: Sen. P a t  P o u r c h o t ,  C h a i  
S e n a t e  S t a t e  A f f a i r s

FROM: S e n . D i c k  E l i a s o n

DATE: A p r i l  18, 1989

RE: S B  284, R e l a t i n g  t o  c e r t a i n  r e v e n u e  f r o m  m i n e r a l  s o u r c e s  
a n d  t o  t h e  o i l  a n d  g a s  p r o p e r t i e s  p r o d u c t i o n  tax.

S B  284 w a s  i n t r o d u c e d  y e s t e r d a y  a n d  r e f e r r e d  t o  t h e  S t a t e  
A f f a i r s  C o m m i t t e e .  I w o u l d  v e r y  m u c h  a p p r e c i a t e  y o u r  
s c h e d u l i n g  h e a r i n g s  on  t h e  b i l l  as s o o n  as p o s s i b l e .

S B  284 p r o p o s e s  t o  a m e n d  t h e  E c o n o m i c  L i m i t  F a c t o r  o f  t h e  
s t a t e ' s  o i l  s e v e r e n c e  t a x  s t r u c t u r e  j u s t  as t h e  S e n a t e  CS f o r  
K B  118 (the s o - c a l l e d  " E L F  bill") w h i c h  w a s  p a s s e d  r e c e n t l y  b y  
t h e  S e n a t e  J u d i c i a r y  c o m m i t t e e  does. H o w e v e r ,  t h e  s i g n i f i c a n t  
d i f f e r e n c e  is t h a t  t h i s  b i l l  w o u l d ,  in  e f f ect, p u t  t h e  e x t r a  
t a x  r e v e n u e  w h i c h  is g e n e r a t e d  i n t o  t h e  A l a s k a  P e r m a n e n t  Fund. 
T h i s  is a c c o m p l i s h e d  b y  r a i s i n g  t h e  p e r c e n t a g e  o f  o i l  r o y a l t y  
m o n i e s  w h i c h  f l o w  d i r e c t l y  i n t o  t h e  P e r m a n e n t  F u n d  e a c h  y e a r  
t o  a p p r o x i m a t e  t h e  a m o u n t  o f  m o n e y  g e n e r a t e d  b y  t h e  a m e n d m e n t s  
t o  t h e  ELF.

C h a n g e s  in  t h e  E L F  a r e  n e e d e d  in o r d e r  to  a c c o m p l i s h  its 
o r i g i n a l  g o a l  o f  p r o v i d i n g  i n c e n t i v e s  f o r  d e v e l o p m e n t  i n  
m a r g i n a l  o i l  f i e lds. B u t  a n u m b e r  of l e g i s l a t o r s  a n d  m e m b e r s  
o f  t h e  p u b l i c  h a v e  b e e n  r e l u c t a n t  t o  a m e n d  t h e  ELF, a n d  s i m p l y  
a l l o w  t h a t  e x t r a  t a x  r e v e n u e  t o  b e  s p e n t  t o  m a i n t a i n  a s t a t e  
b u d g e t  w h i c h  is i n a p p r o p r i a t e l y  high. A  b e t t e r  u s e  o f  it 
w o u l d  b e  to  s e t  it a s i d e  in  t h e  P e r m a n e n t  F u n d  t o  h e l p  e n s u r e  
t h a t  t h e  s t a t e  w i l l  b e  a b l e  t o  p r o v i d e  b a s i c  g o v e r n m e n t  
s e r v i c e s  in t h e  future, w h e n  o u r  oil r e v e n u e s  d r o p  
d r a s t i c a l l y .

I f  I c a n  p r o v i d e  b a c k - u p  i n f o r m a t i o n ,  o r  if y o u  w o u l d  l i k e  to  
d i s c u s s  t h i s  l e g i s l a t i o n ,  p l e a s e  c o n t a c t  m y  o f f ice.

T h a n k s  f o r  y o u r  c o n s i d e r a t i o n .



r a n  m o m ™

LEGISLATIVE AFFAIRS A G E N C Y

COUCH Y SIATF C A P IlO l 
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M E M O R A N D U M  April 24, 1989

SU B J E C T :

TO:

FROM:

Sectional summary of SB 284 

Senator Dick Eliason

Tamara Brandt C o o k i 
Director 
Division of Legal Services

U

Section 1 . Currently 25 percent of mineral related income 
from leases issued on or before December 1, 1979 goes to the 
principal of the permanent fund. This section changes that 
so, if payment is received on or after July 1, 1989, 43 p e r­
cent goes to the principal of the permanent fund.

Section 2 . Alters the economic limit factor used for c a l­
culating taxes on oil production.

Section 3 . Deletes material currently in subsection (d) 
relating to establishing this production rate as a pres u m p­
tion that is rebuttable by the taxpayer at a formal hearing.

Section 4 . Deletes additional material from the current 
economic limit factor statute.

Section 5 . Establishes an effective date tied to the fiscal 
year.

T B C :kb 
w k k 4 / 0 4 1



ALÂA
Finance and Taxation

. No tax shall be levied, or appropriation of public money made, or public property transferred, nor shall the public credit be used, except for a public purpose. ^

Section 7 - Dedicated Funds. ^The proceeds of any state tax or license shall not be dedicated to any spe­cial purpose, except as provided in Section 15 of this article or when re­quired by the federal government for state participation in federal programs. This provision shall not prohibit the continuance of any dedication for special purposes existing upon the date of ratification of this section by the people of Alaska. [Amendment approved November 2,1976 - Effective February 21,1977]

Section 6 - Public Purpose.

Section 8 - State DebtNo state debt 'hall be contracted unless authorized by law for capital im­provements or unless authorized by law for housing loans for veterans, and ratified by a majority of the qualified voters of the State who vote on the question. The State may, as provided by law and without ratification, contract debt for the purpose of repelling invasion, suppressing insurrec­tion, defending the State in war, meeting natural disasters, or redeeming indebtedness outstanding at the time this constitution becomes effective. [Amendment approved November 2, 1982 - Effective December 24,
1982]

Section 9 - Local Debts.No debt shall be contracted by any political subdivision of the State, un-' less authorized for capital improvements by its governing body and ratified by a majority vote of those qualified to vote and voting on the question.
Section 10 - Interim Borrowing. j[The State and its political subdivisions may borrow money to meet ap- jpropriations for any fiscal year in anticipation of the collection of the revenues for that year, but all debt so contracted shall be paid before the end of the next fiscal year.

30
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Article IX Finance and Taxation

Section 11 - Exceptions.The restrictions on contracting debt do not apply to debt incurred t hrough the issuance of revenue bonds by a public enterprise or public corpora­tion of the State or a political subdivision, when the only security is the revenues of the enterprise or corporation. The restrictions do not apply to indebtedness to be paid from special assessments on the benefited property, nor do they apply to refunding indebtedness of the State or its political subdivisions.
Section 12 - BudgetThe governor shall submit to the legislature, at a time fixed by law, a budget for the next fiscal year setting forth all proposed expenditures and anticipated income of all departments, offices, and agencies of the Stale. The governor, at the same time, shall submit a general appropriation bill to authorize the proposed expenditures, and a bill or bills covering recommendations in the budget for new or additional revenues.
Section 13 - Expenditures.No money shall be withdrawn from the treasury except in accordance with appropriations made by law. No obligation for the payment of money shall be incurred except as authorized by law. Unobligated appropria­tions outstanding at the end of the period of lime specified by law shall be void.
Section 14 - Legislative Post-Audit.The legislature shall appoint an auditor to serve at its pleasure. He shall be a certified public accountant. The auditor shall conduct post-audits as prescribed by law and shall report to the legislature and to the governor.
Section 15 - Alaska Permanent Fund.At least twenty-five per cent of all mineral lease rentals, royalties, royal­ty sale proceeds, federal mineral revenue sharing payments and bonuses received by the State shall be placed in a permanent fund, the principal of which shall be used only for those income-producing investments specifically designated by law as eligible for permanent fund investments. All income from the permanent fund shall be deposited in the general fund unless otherwise provided by law. [Amendment approved Novem­ber 2,1976 - Effective February 21,1977]
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Alaska State Legislature

Sen. Ja n  Faika, Vice Chairman Sen. A1 Adams Sen. Tim Kelly Sen, Rick Uehling
Sen. Pat Pourchot, Chairman P.O. Box v

State Capitol
Juneau, Alaska B9811907-103-3712

S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e

M E M O R A N D U M

TO: S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  M e m b e r s

FROM: S e n a t o r  P a t  P o u r c h o t ,  C h a i r m a n  

A p r i l  24 C o m m i t t e e  M e e t i n g  

A p r i l  24, 1989

R E

D A T E

T o d a y  a t  1 : 3 0  i n  t h e  B e l t z  R o o m  t h e  S e n a t e  S t a t e  A f f a i r s  
C o m m i t t e e  w i l l  h e a r  t h e  f o l l o w i n g  b i l l s :

S J R  38, P r o p o s i n g  a n  a m e n d m e n t  t o  t h e  C o n s t i t u t i o n  o f  t h e  S t a t e  
o f  A l a s k a  r e l a t i n g  t o  t e r m s  o f  l e g i s l a t o r s

S J R  38 w o u l d ,  b y  C o n s t i t u t i o n a l  a m e n d m e n t ,  l i m i t  t e n u r e  i n  t h e  
L e g i s l a t u r e  t o  e i g h t  c o n s e c u t i v e  y e a r s .  A f t e r  s e r v i n g  e i g h t  
y e a r s  a p e r s o n  w o u l d  a g a i n  b e  e l i g i b l e  t o  s e e k  l e g i s l a t i v e  o f f i c e  
a t  t h e  s e c o n d  b i e n n i a l  e l e c t i o n .  S J R  38 w o u l d  g o  b e f o r e  t h e  
v o t e r s  a t  t h e  n e x t  g e n e r a l  e l e c t i o n  and, if a p p r o v e d ,  w o u l d  t a k e  
e f f e c t  a t  t h e  1992 e l e c t i o n .

A r t i c l e  III, sec. 5 o f  t h e  C o n s t i t u t i o n  l i m i t s  g o v e r n o r s  t o  t w o  
f u l l  s u c c e s s i v e  t e r m s .  A f t e r  t h e  t w o  t e r m s  a p e r s o n  is n o t  
e l i g i b l e  t o  s e e k  t h e  g o v e r n o r ' s  o f f i c e  u n t i l  o n e  f u l l  terra h a s  
i n t e r v e n e d .

SB 284, A n  A c t  r e l a t i n g  t o  c e r t a i n  r e v e n u e  f r o m  m i n e r a l  s o u r c e s  
a n d  t o  t h e  o i l  a n d  g a s  p r o p e r t i e s  p r o d u c t i o n  t a x

S B  284 w o u l d  a m e n d  t h e  E c o n o m i c  L i m i t  F a c t o r  o f  t h e  s t a t e ' s  oil 
s e v e r a n c e  t a x  s t r u c t u r e  in t h e  s a m e  m a n n e r  t h e  S e n a t e  J u d i c i a r y  
CS f o r  H B  118 (the " E L F  b i l l " )  w o u l d .  T h e  a d d i t i o n a l  t a x  r e v e n u e  
w o u l d  e f f e c t i v e l y  b e  d e p o s i t e d  in t h e  P e r m a n e n t  F u n d  t h r o u g h  
i n c r e a s i n g  f r o m  2 5 %  t o  4 3 %  t h e  s t a t u t o r y  p e r c e n t a g e  o f  m i n e r a l  
p r o c e e d s  d e p o s i t e d  i n  t h e  fund. T h e  i n c r e a s e  w o u l d  a p p l y  o n l y  to 
p a y m e n t s  r e c e i v e d  b y  t h e  s t a t e  a f t e r  J u l y  1, 19 8 9  f r o m  m i n e r a l  
l e a s e s  i s s u e d  p r i o r  t o  D e c e m b e r  1, 1979.

It is m y  i n t e n t  t h a t  t h e  S t a t e  A f f a i r s  C o m m i t t e e  f o c u s  its 
a t t e n t i o n  o n  S B  2 8 4 's i m p a c t  o n  t h e  P e r m a n e n t  Fund, r a t h e r  t h a n  
on  t h e  E L F  p r o v i s i o n s .  A c c o r d i n g  t o  t h e  P e r m a n e n t  F u n d  
C o r p o r a t i o n ,  p a s s a g e  o f  S B  284 w o u l d  r e s u l t  in t h e  f u n d  p r i n c i p a l  
b e i n g  $1 . 3  b i l l i o n  l a r g e r  in  t h e  y e a r  2000, n e t  i n c o m e  b e i n g  $115 
m i l l i o n  l a r g e r ,  p e r  Cc\pita d i v i d e n d s  b e i n g  $73 l a r ger, a n d  t h e  
i n f l a t i o n  p r o o f i n g  t r a n s f e r  b e i n g  $66 m i l l i o n  l a r ger. T h e  
p r o j e c t i o n s  p r e p a r e d  b y  t h e  c o r p o r a t i o n  a r e  a t t a c h e d .



I n t r o d u c e d :  4 / 1 7 / 8 9

R e f e r r e d :  S t a t e  A f f a i r s ,  O i l  a n d  G a s ,
R e s o u r c e s  a n d  F i n a n c e

S - 1 1 9 4 E

BY ELIASON, JONES,
1 IN THE SENATE AND ADAMS
2 SENATE B ILL  NO. 284
3 IN  THE LEGISLATURE OF THE STATE OF ALASKA
4 SIXTEENTH LEGISLATURE - F IRST SESSION
5 A B ILL
6 F o r  an Act e n t i t l e d :  "An Act r e l a t i n g  t o  c e r t a i n  r e venue  f r om  m i n e r a l
7 s o u r c e s  and t o  th e  o i l  and gas p r o p e r t i e s  p r o d u c t i o n
8 t a x ;  and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "
9 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 *  S e c t i o n  1 .  AS 3 7 . 1 3 . 0 1 0 ( a )  i s  amended t o  r e a d :
11 ( a )  Unde r  a r t .  I X ,  s e c .  15 o f  t h e  s t a t e  c o n s t i t u t i o n ,  t h e r e  i s
12 e s t a b l i s h e d  as a s e p a r a t e  fund  the  A l a s k a  pe rmanen t f u n d .  The A l a s k a
13 pe rmanen t f und  c o n s i s t s  o f
14 ( 1 )  25 p e r c e n t  o f  a l l  m i n e r a l  l e a s e  r e n t a l s ,  r o y a l t i e s ,
15 r o y a l t y  s a l e  p r o c e e d s ,  n e t  p r o f i t  s h a r e s  u nde r  AS 3 8 . 0 5 . 1 8 0 ( f )  and
16 ( g ) »  and f e d e r a l  m i n e r a l  r e v enue  s h a r i n g  payments r e c e i v e d  by the
17 s t a t e  be f o r e  J u l y  1 ,  1 9 8 9 ,  f r om  m i n e r a l  l e a s e s  i s s u e d  on o r  b e f o r e
18 December 1 ,  1 9 7 9 ,  and 25  p e r c e n t  o f  a l l  bonuses  r e c e i v e d  by the  s t a t e
19 f r om  m i n e r a l  l e a s e s  i s s u e d  on o r  b e f o r e  F e b r u a r y  15 ,  1 9 8 0 ;
20 ( 2 )  50 p e r c e n t  o f  a l l  m i n e r a l  l e a s e  r e n t a l s ,  r o y a l t i e s ,
21 r o y a l t y  s a l e  p r o c e e d s ,  n e t  p r o f i t  s h a r e s  un d e r  AS 3 8 . 0 5 . 1 8 0 ( f )  and
22 ( g ) ,  and f e d e r a l  m i n e r a l  r e v enue  s h a r i n g  payments r e c e i v e d  by the
23 s t a t e  f r om  m i n e r a l  l e a s e s  i s s u e d  a f t e r  December 1 ,  1 9 7 9 ,  and 50 p e r -
24 cen t  o f  a l l  bonuses  r e c e i v e d  by th e  s t a t e  f r om  m i n e r a l  l e a s e s  i s s u e d
25 a f t e r  F e b r u a r y  15 ,  1 9 8 0 ;
26 ( 3 )  43 p e r c e n t  o f  a l l  m i n e r a l  l e a s e  r e n t a l s ,  r o y a l t i e s ,
27 r o y a l t y  s a l e  p r o c e e d s ,  n e t  p r o f i t  s h a r e s  unde r  AS 38 .05■1 8 0 ( f )  and
28 ( g ) .  and f e d e r a l  m i n e r a l  re venue  s h a r i n g  payments r e c e i v e d  by_th e
29 s t a t e  on o r  a f t e r  J u l y  1 .  1 9 8 9 .  f r om  m i n e r a l  l e a s e s  i s s u e d  on o r
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TH IS  D O C U M E N T  
H AS B E E N  R E P H O T O G R A P H E D  

TO  A SSU R E  L E G IB IL IT Y

02-576(2/77)



Sen. Jan  Fa ika , V ice  C h a irm a n  
Sen . A1 Adams 
Sen . T im  K e lly  
Sen, R ic k  U e h lin g

Sen. Pat Pourchot, Chairman
P .O . Box V  

S ta te  C a p ito l 
J u n e a u . A laska 00811

907-165-3712

S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e

M E M O R A N D U M

TO: S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  M e m b e r s

RE:

DATE:

F R O M S e n a t o r  P a t  P o u r c h o t ,  C h a i r m a n  

A p r i l  24 C o m m i t t e e  M e e t i n g  

A p r i l  24, 1989

T o d a y  a t  1 : 3 0  i n  t h e  B e l t z  R o o m  t h e  S e n a t e  S t a t e  A f f a i r s  
C o m m i t t e e  w i l l  h e a r  t h e  f o l l o w i n g  b i l l s :

S J R  38, P r o p o s i n g  a n  a m e n d m e n t  t o  t h e  C o n s t i t u t i o n  o f  t h e  S t a t e  
o f  A l a s k a  r e l a t i n g  t o  t e r m s  o f  l e g i s l a t o r s

S J R  38 w o u l d ,  b y  C o n s t i t u t i o n a l  a m e n d m e n t ,  l i m i t  t e n u r e  in  t h e  
L e g i s l a t u r e  t o  e i g h t  c o n s e c u t i v e  y e a r s .  A f t e r  s e r v i n g  e i g h t  
y e a r s  a p e r s o n  w o u l d  a g a i n  b e  e l i g i b l e  t o  s e e k  l e g i s l a t i v e  o f f i c e  
a t  t h e  s e c o n d  b i e n n i a l  e l e c t i o n .  S J R  38 w o u l d  g o  b e f o r e  t h e  
v o t e r s  a t  t h e  n e x t  g e n e r a l  e l e c t i o n  and, i f  a p p r o v e d ,  w o u l d  t a k e  
e f f e c t  a t  t h e  19 9 2  e l e c t i o n .

A r t i c l e  III, sec. 5 o f  t h e  C o n s t i t u t i o n  l i m i t s  g o v e r n o r s  t o  t w o  
f u l l  s u c c e s s i v e  t e r m s .  A f t e r  t h e  t w o  t e r m s  a p e r s o n  is n o t  
e l i g i b l e  t o  s e e k  t h e  g o v e r n o r ' s  o f f i c e  u n t i l  o n e  f u l l  terra h a s  
i n t e r v e n e d .

S B  284, A n  A c t  r e l a t i n g  t o  c e r t a i n  r e v e n u e  f r o m  m i n e r a l  s o u r c e s  
a n d  t o  t h e  o i l  a n d  g a s  p r o p e r t i e s  p r o d u c t i o n  t a x

S B  2 8 4  w o u l d  a m e n d  t h e  E c o n o m i c  L i m i t  F a c t o r  o f  t h e  s t a t e ' s  oil 
s e v e r a n c e  t a x  s t r u c t u r e  in t h e  s a m e  m a n n e r  t h e  S e n a t e  J u d i c i a r y  
CS f o r  H B  118 (the " E L F  bi l l " )  w o u l d .  T h e  a d d i t i o n a l  t a x  r e v e n u e  
w o u l d  e f f e c t i v e l y  b e  d e p o s i t e d  in t h e  P e r m a n e n t  F u n d  t h r o u g h  
i n c r e a s i n g  f r o m  2 5 %  t o  4 3 %  t h e  s t a t u t o r y  p e r c e n t a g e  o f  m i n e r a l  
p r o c e e d s  d e p o s i t e d  i n  t h e  fund. T h e  i n c r e a s e  w o u l d  a p p l y  o n l y  to 
p a y m e n t s  r e c e i v e d  b y  t h e  s t a t e  a f t e r  J u l y  1, 1 9 8 9  f r o m  m i n e r a l  
l e a s e s  i s s u e d  p r i o r  t o  D e c e m b e r  1, 1979.

It is m y  i n t e n t  t h a t  t h e  S t a t e  A f f a i r s  C o m m i t t e e  f o c u s  its 
a t t e n t i o n  o n  S B  2 8 4 's i m p a c t  o n  t h e  P e r m a n e n t  Fund, r a t h e r  t h a n  
on  t h e  E L F  p r o v i s i o n s .  A c c o r d i n g  t o  t h e  P e r m a n e n t  F u n d  
C o r p o r a t i o n ,  p a s s a g e  o f  S B  284 w o u l d  r e s u l t  in  t h e  f u n d  p r i n c i p a l  
b e i n g  $ 1 . 3  b i l l i o n  l a r g e r  in  t h e  y e a r  2000, n e t  i n c o m e  b e i n g  $115 
m i l l i o n  l a r g e r ,  p e r  c a p i t a  d i v i d e n d s  b e i n g  $73 l a r g e r ,  a n d  t h e  
i n f l a t i o n  p r o o f i n g  t r a n s f e r  b e i n g  $66 m i l l i o n  l a r g e r .  T h e  
p r o j e c t i o n s  p r e p a r e d  b y  t h e  c o r p o r a t i o n  a r e  a t t a c h e d .



S B  295. A n  A c t  r e l a t i n g  t o  t r a n s f e r s  t o  t h e  d i v i d e n d  f u n d

S B  2 9 5  w o u l d  e x c l u d e  p o t e n t i a l  r e v e n u e  f r o m  t h e  s t a t e  v. A m e r a d a  
H e s s  c a s e  f r o m  t h e  P e r m a n e n t  F u n d  e a r n i n g s  a v a i l a b l e  f o r  
d i s t r i b u t i o n  as d i v i d e n d s .  T h e  f u n d ' s  l e g a l l y  m a n d a t e d  s h a r e  o*  
m o n e y  a w a r d e d  a f t e r  t r i a l  w o u l d  b e  c r e d i t e d  t o  t h e  p r i n c i p a l  of  
t h e  f u n d  a t  t h e  t i m e  o f  r e c e i p t .  I n c o m e  e a r n e d  o n  t h a t  m o n e y  
c o u l d  n o t  b e  d i s t r i b u t e d  t o  t h e  d i v i d e n d  fund.

S B  2 3 5  is i n t e n d e d  t o  e l i m i n a t e  c e r t a i n  d u e  p r o c e s s  a r g u m e n t s  
c u r r e n t l y  a d v a n c e d  b y  t h e  d e f e n d a n t s .  S t a n d a r d  A l a s k a  P e t r o l e u m ,  
E x x o n ,  a n d  C h e v r o n  U S A  f i l e d  s u i t  i n  f e d e r a l  c o u r t  t o  p r e v e n t  t h e  
c a s e  f r o m  b e i n g  t r i e d  in  A l a s k a  o n  t h e  g r o u n d s  t h a t  a n y  j u d g e  a n d  
j u r y  w o u l d  b e  b i a s e d  b e c a u s e  t h e y  h a v e  a f i n a n c i a l  s t a k e  ( t h r o u g h  
t h e  P e r m a n e n t  F u n d  D i v i d e n d )  i n  t h e  o u t c o m e .  T h e  U. S .  D i s t r i c t  
C o u r t  r u l e d  i n  t h e  S t a t e ' s  f a v o r ;  t h e  m a t t e r  is c u r r e n t l y  u n d e r  
a p p e a l  t o  t h e  N i n t h  C i r c u i t  C o u r t  o f  A p p e a l s .

T r i a l  i n  t h e  A m e r a d a  H e s s  c a s e  is s c h e d u l e d  f o r  A p r i l  4, 1990.
I f  t h e  S t a t e  p r e v a i l s ,  w e  c o u l d  r e c e i v e  f r o m  $ 4 0 0  m i l l i o n  t o  $2 . 6  
b i l l i o n .

H B  34, A n  A c t  e s t a b l i s h i n g  d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t s ,  n o t  
t o  e x c e e d  t w o  y e a r s ,  f o r  r e c e i p t  o f  t h e  p e r m a n e n t  f u n d  d i v i d e n d  
a n d  r e c e i p t  o f  b e n e f i t s  u n d e r  t h e  l o n g e v i t y  b o n u s  p r o g r a m

H B  34 w o u l d  i n c r e a s e  t h e  d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t  f o r  t h e  
p e r m a n e n t  f u n d  d i v i d e n d  p r o g r a m  f r o m  6 m o n t h s  t o  2 y e a r s ,  a n d  f o r  
t h e  l o n g e v i t y  b o n u s  p r o g r a m  f r o m  1 y e a r  t o  2 y e a r s .  T h e  b i l l  
p r o v i d e s  t h a t  if a c o u r t  r u l e s  t h e  2 - y e a r  r e q u i r e m e n t  i n v a l i d ,  
t h e  r e q u i r e m e n t  is o n e  y e a r ;  if a c o u r t  r u l e s  1 - y e a r  i n v a l i d ,  t h e  
r e q u i r e m e n t  is t h e  l o n g e s t  d u r a t i o n  p e r m i t t e d  b y  law. C u r r e n t  
r e c i p i e n t s  w o u l d  b e  " g r a n d f a t h e r e d  i n " .

H B  34 r a i s e s  c o n s t i t u t i o n a l  q u e s t i o n s .  T h e  D e p a r t m e n t  o f  L a w  
f i s c a l  n o t e  ($30,000) a n t i c i p a t e s  l e g a l  c h a l l e n g e  o f  t h e  bill.
T h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  f i s c a l  n o t e  i n d i c a t e s  a n n u a l  
s a v i n g s  b a s e d  o n  f e w e r  p e r s o n s  b e i n g  e l i g i b l e .

R e c e n t  c o u r t  r u l i n g s  o n  A l a s k a ' s  r e s i d e n c y  r e q u i r e m e n t s  i n c l u d e  
t h e  V e s t  d e c i s i o n  w h i c h  s t r u c k  d o w n  t h e  L o n g e v i t y  B o n u s  
r e q u i r e m e n t  o f  r e s i d e n c y  s i n c e  s t a t e h o o d ,  t h e  Z o b e l  d e c i s i o n  
w h i c h  s t r u c k  d o w n  t h e  P e r m a n e n t  F u n d  D i v i d e n d  d i s b u r s e m e n t  
m e c h a n i s m  b a s e d  o n  n u m b e r  o f  y e a r s  o f  r e s i d e n c y ,  a n d  t h e  A n d r e s s  
d e c i s i o n  w h i c h  u p h e l d  t h e  A l a s k a  S t u d e n t  L o a n  r e q u i r e m e n t  o f  
r e s i d e n c y  f o r  2 y e a r s .

A  s u m m a r y  o f  c u r r e n t  s t a t u t o r y  r e s i d e n c y  p r o v i s i o n s  is a t t a c h e d .



I n t r o d u c e d :  4 / 1 7 / 8 9  6 - 1 1 9 4E
R e f e r r e d :  S t a t e  A f f a i r s ,  O i l  and Gas ,

R e s ou r c e s  and F inance

BY ELIASON, JONES,
1 IN THE SENATE AND ADAMS
2 SENATE B ILL  NO. 284
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 SIXTEENTH LEGISLATURE - F IRST SESSION
5 A B ILL
6 F o r  an Act e n t i t l e d :  "An Act r e l a t i n g  t o  c e r t a i n  r e v enue  f r om  m i n e r a l
7 s o u r c e s  and t o  the  o i l  and gas p r o p e r t i e s  p r o d u c t i o n
8 t a x ;  and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "
9 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 *  S e c t i o n  1 . AS 3 7 . 1 3 . 0 1 0 ( a )  i s  amended t o  r e a d :
11 ( a )  Unde r a r t .  IX ,  s e c .  15 o f  t h e  s t a t e  c o n s t i t u t i o n ,  t h e r e  i s
12 e s t a b l i s h e d  as a s e p a r a t e  fund  the  A l a s k a  pe rmanen t f u n d .  The A l a s k a
13 pe rmanen t fund  c o n s i s t s  o f
14 ( 1 )  25 p e r c e n t  o f  a l l  m i n e r a l  l e a s e  r e n t a l s ,  r o y a l t i e s ,
15 r o y a l t y  s a l e  p r o c e e d s ,  ne t  p r o f i t  s h a r e s  unde r  AS 3 8 . 0 5 . 1 8 0 ( f )  and
16 ( g ) ,  and f e d e r a l  m i n e r a l  r e venue  s h a r i n g  payments r e c e i v e d  by the
17 s t a t e  b e f o r e  J u l y  1 ,  1 9 8 9 ,  f r om  m i n e r a l  l e a s e s  i s s u e d  on o r  b e f o r e
18 December 1 ,  1 9 7 9 ,  and 25 p e r c e n t  o f  a l l  bonuses  r e c e i v e d  by t h e  s t a t e
19 f r om  m i n e r a l  l e a s e s  i s s u e d  on o r  b e f o r e  F e b r u a r y  1 5 ,  1 9 8 0 ;
20 ( 2 )  50 p e r c e n t  o f  a l l  m i n e r a l  l e a s e  r e n t a l s ,  r o y a l t i e s ,
21 r o y a l t y  s a l e  p r o c e e d s ,  ne t p r o f i t  s h a r e s  unde r  AS 3 8 . 0 5 . 1 8 0 ( f )  and
22 ( g ) ,  and f e d e r a l  m i n e r a l  r e venue  s h a r i n g  payments r e c e i v e d  by th e
23 s t a t e  f r om  m i n e r a l  l e a s e s  i s s u e d  a f t e r  December 1 ,  1 9 7 9 ,  and 50 p e r -
24 cen t  o f  a l l  bonuses  r e c e i v e d  by the  s t a t e  f r om  m i n e r a l  l e a s e s  i s s u e d
25 a f t e r  F e b ru a r y  1 5 ,  1 9 8 0 ;
26 ( 3 )  43 p e r c e n t  o f  a l l  m i n e r a l  l e a s e  r e n t a l s ,  r o y a l t i e s ,
27 r o y a l t y  s a l e  p r o c e e d s ,  ne t  p r o f i t  s h a r e s  unde r  AS 3 8 . 0 5 . 1 8 0 ( f l  and
28 
29

( g ) ,  and f e d e r a l  m i n e r a l r e venue s h a r i n g  payments r e c e i v e d by th e
s t a t e  on o r  a f t e r  J u l y  1,, 1989 , f r om  m i n e r a l  l e a s e s  i s s u e d on o r
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1 be f o r e  December 1 ,  1 9 7 9 ;
2 ( 4 )  any o t h e r  money a p p r o p r i a t e d  t o  o r  o t h e rw i s e  a l l o c a t e d
3 by law t o  t h e  A l a s k a  pe rmanen t f und .
4 *  Sec .  2 .  AS 4 3 . 5 5 . 0 1 3 ( b )  i s  r e p e a l e d  and r e e n a c t e d  t o  r e a d :
5 ( b )  The economic l i m i t  f a c t o r  f o r  o i l  p r o d u c t i o n  o f  a l e a s e  o r
6 p r o p e r t y  s h a l l  be computed a c c o r d i n g  t o  t h e  f o l l o w i n g  f o rm u l a :
7 ( 1 - [ P E L / T P ] ) exp ( [ 1 5 0 , 0 0 0 / ( T P /D a y s ) ]  exp [ ( 4 6 0  X W D ) / P E L ] )
8 whe re :  PEL = the  m on th l y  p r o d u c t i o n  r a t e  a t  th e  economic l i m i t ;
9 TP = th e  t o t a l  p r o d u c t i o n  d u r i n g  t h e  month f o r  wh ich th e

10 t a x  i s  t o  be p a i d ;
11 WD = th e  t o t a l  number o f  w e l l  days  i n  t h e  month f o r  wh ich
12 the  t a x  i s  t o  be p a i d ;
13 Days = the  number o f  days  i n  th e  month f o r  wh ich  t h e  t a x  i s
14 t o  be p a i d ;  and
15 exp = e xponen t .
16 *  Sec .  3 .  AS 4 3 . 5 5 . 0 1 3 ( d )  i s  r e p e a l e d  and r e e n a c t e d  t o  r e a d :
17 ( d )  The mon th l y  p r o d u c t i o n  r a t e  a t  t h e  economic l i m i t  f o r  a
18 l e a s e  o r  p r o p e r t y  i s  300  b a r r e l s  t imes  th e  number o f  w e l l  days  f o r  th e
19 l e a s e  o r  p r o p e r t y  d u r i n g  th e  month f o r  wh ich th e  t a x  i s  t o  be p a i d .
20 *  Sec .  4 .  AS 4 3 . 5 5 . 0 1 3 ( e )  and 4 3 . 5 5 . 0 1 3 ( f )  a r e  r e p e a l e d .
21 *  Sec .  5 .  T h i s  Act t a k e s  e f f e c t  J u l y  1 ,  1 9 8 9 .

SB 284 • - 2 -  SB0284a

Hfl



P.O . Box V  
Juneau, A K  99811

907-465-3712

Sen. Jan Faiks, Vice Chairman 
Sen. A1 Adams 
Sen. Tim Kelly 
Sen. Rick Uehling

Sen. Pat Pourchot, ChsJnnan

Senate State Affairs C o m m i t t e e  

M a y  10, 1989

J e r r y  M c C u t c h e o n  
121 W e s t  1 1 t h  
A n c h o r a g e ,  A l a s k a  9 9 5 0 1

D e a r  J e r r y :

A l t h o u g h  I ' m  s u r e  y o u ' v e  s e e n  t h e  a d j o u r n m e n t  c o v e r a g e  in 
t h e  n e w s p a p e r ,  I w a n t e d  t o  d r o p  y o u  a n o t e  in r e g a r d  t o  y o u r  l a s t  
p u b l i c  o p i n i o n  m e s s a g e  o n  S B  284.

S B  284, w h i c h  w o u l d  h a v e  a n n u a l l y  a p p r o p r i a t e d  t o  t h e  
P e r m a n e n t  F u n d  t h e  r e v e n u e  g e n e r a t e d  b y  t h e  c h a n g e  t o  t h e  
E c o n o m i c  L i m i t  F a c tor, r e c e i v e d  S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  
a p p r o v a l  o n  A p r i l  24. A n d  a l t h o u g h  t h e  b i l l  i t s e l f  d i d n ' t  m a k e  
it a n y  f a r t h e r  t h a n  that, t h e r e  w a s  a c o m m i t m e n t  m a d e  b y  t h e  
G o v e r n o r  a n d  t h e  l e g i s l a t u r e  t o  a p p r o p r i a t e  $1 5 0  m i l l i o n  t o  t h e  
F u n d  t h i s  y e a r  i f  E L F  p a s s e d ,  w h i c h  I ' m  s u r e  y o u  k n o w  it did.

U n f o r t u n a t e l y ,  in a n  a l l - t o o - t y p i c a l  a d j o u r n m e n t  rush, s o m e  
t h i n g s  w e r e  l e f t  o n  t h e  t a b l e .  O n e  t h i n g  l e f t  w a s  t h e  S e n a t e  
v e r s i o n  o f  t h e  s u p p l e m e n t a l  a p p r o p r i a t i o n  b i l l  w h i c h  c o n t a i n e d  
t h e  $ 1 5 0  m i l l i o n  d e p o s i t  t o  t h e r F u n d .  F o r t u n a t e l y ,  t h e  
c o m m i t m e n t  t o  m a k e  t h e  d e p o s i t  r e m a i n s ,  a n d  I a m  c o n f i d e n t  t h a t  
it w i l l  b e  o n e  o f  t h e  f i r s t  o r d e r s  of  b u s i n e s s  n e x t  s e s s i o n .

J e r r y ,  t h a n k s  a g a i n  f o r  b e i n g  in touch. I a g r e e  t h a t  t a x  
i n c r e a s e s  s h o u l d  n o t  b e  s o u g h t  s o l e l y  t o  incurease s t a t e  r e v e n u e s ,  
a n d  t h a t  E L F  is a n  a r g u m e n t  o v e r  t h e  S t a t e ' s y ' f a i r  s h a r e "  o f  t h e  
oil r e s o u r c e ,  n o t  over m o n e y .  I t ' s  t o y t h i s  Ireason t h a t  I 
s u p p o r t  a p o r t i o n  of  E L F  r e v e n u e s  goirfg i n t o / t h e  P e r m a n e n t  Fund.

SLrfcerely, /

^ e n a t o r  P a t  P o u r c h o t
C h a i r m a n

P P / s s

mn
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Fiscal Analysis of SB 284

This  bill m o di f i e s  the e c o n o m i c  11 m lt  fac t o r (ELF) f orm ula  used 1n 

c o m p u t i n g  the p r od u c t i o n  (sev era nce ) tax on oil, and a l s o  Increases the 

c o n t r i b u t i o n  of p roc e e ds  from  r o y alt ies  to the Perm ane nt Fund. This 

fiscal note a d d r e s s e s  t he  ELF a s p e c t  only.

The bill (1) I ntr odu ces  the rate of field p r o d u c t i o n  Into the e x p o n e n t  of 
the c u rren t ELF formula; (2) repe als  the s o - cal led  " ro und ing  rule," the 

p r o v i s i o n  of c u r re nt  law w h i c h sta tes  that for any m o n t h  d u r in g  the first 

10 y ears of c omme rci al oil p r o d u c t i o n  for w h i c h  the  c o m p u t ed  ELF of a 

lease or p ro pe rt y  e x c e e d s  0.7 the ELF shall be c on si de r e d  to be one; and 

(3) fixes the p r o d u c t i o n  at th e e co no mi c  limit (PEL) at 300 barrel s times 

t h e nu m b e r  of well days 1n the month.

This bill's p ro v i s i on s on ELF are Id entical to those 1n SC S CS HB 118 

(Jud ici ary ) exc ep t  that this bill has an e f f e c t i v e  date of July  1, 1989 

Both bills lack an e x p l i c i t  d a t e  of a p p l i c a t i o n , the d a t e  on w h i c h  the  

l e g i s l a t i o n  first be gin s a p p l y i n g  to oil pro du ct io n .  This d ate of 

a p p l i c a t i o n  will d e t e r m i n e  h o w  much r e ven ue 1s raised for FY 89 and FY 90.

If the bill a p p l i es Re ven ue s Revenues
to oil p r od u c e d Rai sed Raised

a f t er  this date for FY 89 for FY 90

1 2/ 31/ 88 64 171
01 /31 /89 50 171

02 /28 /8 9 37 171

03 /31 /8 9 24 171

04/3 0/ 09 12 171

0 5/ 31/ 89 0 171

06 /30 /89 0 158

07 /31 /89 0 145

0 8/ 31/ 89 0 132

This fiscal n o t e  a ss u m e s  that the d a t e  of a p pl i c a t i o n  Is June 30, 1989.

The s e ve ra nc e  tax Is paid m o n t h l y  for the p ri or month. (For e xample, the 

tax for p ro du c t i o n  1n April Is due 1n May.) As wri tten, this bill wil l 

thus onl y raise re venues for 11 m o nt hs  In FY 90.

This fiscal note was c a l c u l a t e d  u si ng  the oil p ric e and p r od u c t i o n  
a ss um p ti o n s  of the D e p a r t m e n t  of R e v e n u e' s S p r i ng  1989 P e t r o l e u m  

P ro du ct i o n  Revenu e F o r e c a s t  m i d - c a s e  scenario. That fo rec as t was 

p r e d i c a te d on Ala ska  N or th  S l o p e  c r u d e  prices at the U.S. Gulf of $14. 29 a 

barrel in FY 89 and $16.41 a barrel 1n FY 90.



A d d i t i o n a l  r e v e n u e s  f o r  f u t u r e  y e a r s  1 n  m i l l i o n s  o f  d o l l a r s  a r e  a s  f o l l o w s

1 9 9 5
1 9 9 6
1 9 9 7
1 9 9 8
1 9 9 9
2 0 0 0  
2 0 0 1  
2 0 0 2
2 0 0 3
2 0 0 4
2 0 0 5
2 0 0 6
2 0 0 7
2 0 0 8
2 0 0 9
2010

1 9 4
1 8 0
1 6 5
1 5 7
1 4 8
1 3 9
1 2 9
110
86
6 9
4 5
21

4
( 3 )
0
0
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Sen. Pat Pourchot, ChairmanSen. Ja n  Faiks, Vice Chairman Sen. A1 Adams Sen. Tim Kelly Sen, Rick Uehling
P.O. Box V State Capitol Juneau, Alaska 99811907-165-3712

S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e

F e b r u a r y  1 7 ,  1 9 9 0

J o n a t h a n  J o r d a n  
1 0 2 4 8  J a m e s t o w n  D r i v e .  
A n c h o r a g e ,  A K  9 9 5 0 7

#  J

D e a r  M r .  J o r d a n ;

T h a n k  y o u  f o r  y o u r  l e t t e r  s t a t i n g  y o u r  v i e w s  o n  S B  7 9  a n d  S B  2 9 1 .  T h e  
S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  h e a r d  S B  7 9  a t  t h e  s a m e  w e  h e a r d  t h e  
c o m p a n i o n  b i l l ,  S S  S J R  5 ,  w h i c h  i s  a  r e s o l u t i o n  t h a t  w o u l d  c o n s t i t u t i o n a l l y  
d e d i c a t e  p e r m a n e n t  f u n d  e a r n i n g s  a n d  e s t a b l i s h  a  1 9 9 6  a p p r o p r i a t i o n  l i m i t  
o f  $ 1 . 4  b i l l i o n .  A  C o m m i t t e e  S u b s t i t u t e  w a s  d e v e l o p e d  f o r  S S  S J R  5  t o  
i n c o r p o r a t e  t h e  m a j o r  p o i n t s  o f  S B  7 9 ,  m a k i n g  m o o t  S B  7 9 .  I  e n c o u r a g e  y o u  
t o  f o l l o w  C S  S S  S J R  5 ,  w h i c h  w a s  p a s s e d  o u t  o f  t h e  S e n a t e  S t a t e  A f f a i r s  
C o m m i t t e e  a n d  c u r r e n t l y  s i t s  i n  S e n a t e  F i n a n c e  C o m m i t t e e .

I  e n j o y e d  r e a d i n g  y o u r  c o m m e n t s  o n  
p r e s c r i b i n g  t h e  p o w e r s  a n d  d u t i e s  o f  
r e d u c t i o n s  i n  t h e  s t a t e  b u d g e t  a n d  
a g r e e  w i t h  y o u r  c o n c e r n s  o v e r  t h e

S B  2 9 1 , " A n  A c t  r e v i s i n g  e x i s t i n g  l a w  
s t a t e  a g e n c i e s ,  i n  o r d e r  t o  r e a l i z e  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "  I  

p o s s i b l e  u n c o n s t i t u t i o n a l i t y  o f  t h e
t i t l e .  I f  w e  c h o o s e  t o  h e a r  t h i s  b i l l ,  i t  w i l l  r e q u i r e  a  c o n s i d e r a b l e  
a m o u n t  o f  w o r k  t o  c l a r i f y  i f  t h e  p r o v i s i o n s  i n  t h i s  b i l l  e n s u r e  c o s t  
s a v i n g s  w i t h o u t  n e g a t i v e  i m p a c t s .  I f  I  d o  s c h e d u l e  a  h e a r i n g ,  I  w i l l  
c o n t a c t  y o u  w e l l  i n  a d v a n c e  t o  a l l o w  t i m e  f o r  y o u  t G K - p r a p a r e  w r i t t e n  
c o m m e n t s .

Senator Pat Pourchot



Jonathan Jordan 
10248 Jamestown Dr. #J 
Anchorage, Alaska 99507 
January 31, 1990

Senator Pat Pourchot
Chairman, Senate State Affairs Committee
Alaska State Legislature
P.O. Box V (MS 3100)
Juneau, Alaska 99811

Senator Pourchot:

Of the many bills and resolutions introduced in the Alaska Senate, I would like to 
discuss two that have been referred to the State Affairs Committee and urge your 
timely consideration of the following issues:

SB 79 The current Constitutional limit on state government spending so far 
exceeds the current budget as to be meaningless, but the concept of a 
budget limit is extremely important in these days of declining revenue 
projections. SB 79 imposes new goals and guidelines to ensure that 
spending is reduced in line with revenues. It is unfortunate that such a bill 
would become necessary, but the majority of Alaskans are calling for 
reductions in the state budget. Even though no constituent group wants the 
programs that benefit them to be cut, it is the job of the Legislature and 
Governor to make the hard choices of where to cut. It appears that the only 
way any meaningful cuts will be made is to mandate them with a bill such 
as SB 79. For the fisca l future of the State of Alaska, I urge you 
to consider and pass SB 79 as qu ick ly a s possib le .

SB 291 The constitution of the State of Alaska limits the form of bills to one subject, 
except in certain cases, and it prohibits local or special acts being passed. 
SB 291, introduced at the request of the Governor, may meet the letter of 
the constitution, but it seems to violate its intent concerning the limit of one 
subject and it contains provisions that certainly appear to be local acts. The 
bill contains 31 sections with many unrelated issues, ranging from teaching 
practices and several education issues to hunting and fishing licenses to 
tourism and law enforcement. Certainly each of these issues should be 
considered, but it should not be required that they be considered in one 
package, as presented in this bill. This violates the intent of the constitution 
in that each issue is to be considered on its own merit. Also, the law 
enforcement issue in this bill (Sections 13 and 14) appears to be so 
specifically written as to impact very few areas in the State of Alaska. 
Whether or not the Governor intended this to be a punitive measure against 
specific areas of the state does not matter. If the measure is found 
unconstitutional, the whole bill may be thrown out on these grounds.
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Alaska State Legislaturel

Sen. Jan Faiks, Vice Chairman Sen. A1 Adams Sen. Tim Kelly Sen, Rick Uehling
Sen. Pat Pourchot, Chairman

P.O. Box v
State Capitol

Juneau, Alaska 99811907-185-3712
S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e

F e b r u a r y  1 7 ,  1 9 9 0

J o n a t h a n  J o r d a n
1 0 2 4 8  J a m e s t o w n  D r i v e .  #  J
A n c h o r a g e ,  A K  9 9 5 0 7

D e a r  M r .  J o r d a n ;

T h a n k  y o u  f o r  y o u r  l e t t e r  s t a t i n g  y o u r  v i e w s  c n  S B  7 9  a n d  S B  2 9 1 .  T h e  
S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  h e a r d  S B  7 9  a t  t h e  s a m e  w e  h e a r d  t h e  
c o m p a n i o n  b i l l ,  S S  S J R  5 ,  w h i c h  i s  a  r e s o l u t i o n  t h a t  w o u l d  c o n s t i t u t i o n a l l y  
d e d i c a t e  p e r m a n e n t  f u n d  e a r n i n g s  a n d  e s t a b l i s h  a  1 9 9 5  a p p r o p r i a t i o n  l i m i t  
o f  $ 1 . 4  b i l l i o n .  A  C o m m i t t e e  S u b s t i t u t e  w a s  d e v e l o p e d  f o r  S S  S J R  5  t o  
i n c o r p o r a t e  t h e  m a j j r  p o i n t s  o f  S B  7 9 ,  m a k i n g  m o o t  S B  7 9 .  I  e n c o u r a g e  y o u  
t o  f o l l o w  C S  S S  S J R  5 ,  w h i c h  w a s  p a s s e d  o u t  o f  t h e  S e n a t e  S t a t e  A f f a i r s  
C o m m i t t e e  a n d  c u r r e n t l y  s i t s  i n  S e n a t e  F i n a n c e  C o m m i t t e e .

I  e n j o y e d  r e a d i n g  y o u r  c o m m e n t s  o n  S B  2 9 1 , " A n  A c t  r e v i s i n g  e x i s t i n g  l a w  
p r e s c r i b i n g  t h e  p o w e r s  a n d  d u t i e s  o f  s t a t e  a g e n c i e s ,  i n  o r d e r  t o  r e a l i z e  
r e d u c t i o n s  i n  t h e  s t a t e  b u d g e t  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "  I  
a g r e e  w i t h  y o u r  c o n c e r n s  o v e r  t h e  p o s s i b l e  u n c o n s t i t u t i o n a l i t y  o f  t h e  
t i t l e .  I f  w e  c h o o s e  t o  h e a r  t h i s  b i l l ,  i t  w i l l  r e q u i r e  a  c o n s i d e r a b l e  
a m o u n t  o f  w o r k  t o  c l a r i f y  i f  t h e  p r o v i s i o n s  i n  t h i s  b i l l  e n s u r e  c o s t  
s a v i n g s  w i t h o u t  n e g a t i v e  i m p a c t s .  I f  I  d o  s c h e d u l e  a  h e a r i n g ,  I  w i l l  
c o n t a c t  y o u  w e l l  i n  a d v a n c e  w r i t t e n
c o m m e n t s

S i n c e r e l y ,  y  
./

Senator Pat Pourchot



Jonathan Jordan 
10248 Jamestown Dr. #J 
Anchorage, Alaska 99507 
January 31, 1990

Senator Pat Pourchot
Chairman, Senate State Affairs Committee
Alaska State Legislature
P.O. Box V (MS 3100)
Juneau, Alaska 99811

Senator Pourchot:

Of the many bills and resolutions introduced in the Alaska Senate, I would like to 
discuss two that have been referred to the State Affairs Committee and urge your 
timely consideration of the following issues:

SB 79 The current Constitutional limit on state government spending so far 
exceeds the current budget as to be meaningless, but the concept of a 
budget limit is extremely important in these days of declining revenue 
projections. SB 79 imposes new goals and guidelines to ensure that 
spending is reduced in line with revenues. It is unfortunate that such a bill 
would become necessary, but the majority of Alaskans are calling for 
reductions in the state budget. Even though no constituent group wants the 
programs that benefit them to be cut, it is the job of the Legislature and 
Governor to make the hard choices of where to cut. It appears that the only 
way any meaningful cuts will be made is to mandate them with a bill such 
as SB 79. For the fisca l future of the State of A laska, I urge you 
to consider and pass SB 79 as quick ly a s possib le .

SB 291 The constitution of the State of Alaska limits the form of bills to one subject, 
except in certain cases, and it prohibits local or special acts being passed. 
SB 291, introduced at the request of the Governor, may meet the letter cf 
the constitution, but it seems to violate its intent concerning the limit of one 
subject and it contains provisions that certainly appear to be local acts. The 
bill contains 31 sections with many unrelated issues, ranging from teaching 
practices and several education issues to hunting and fishing licenses to 
tourism and law enforcement. Certainly each of these issues should be 
considered, but it should not be required that they be considered in one 
package, as presented in this bill. This violates the intent of the constitution 
in that each issue is to be considered on its own merit. Also, the law 
enforcement issue in this bili (Sections 13 and 14) appears to be so 
specifically written as to impact very few areas in the State of Alaska. 
Whether or not the Governor intended this to be a punitive measure against 
specific areas of the state does not matter. If the measure is found 
unconstitutional, the whole bill may be thrown out on these grounds.



Jonathan Jordan 
10248 Jamestown Dr. #J 
Anchorage, Alaska 99507 
January 31, 1990

Senator Pat Pourchot
Chairman, Senate State Affairs Committee
Alaska State Legislature
P.O. Box V (MS 3100)
Juneau, Alaska 99811

Senator Pourchot:

Of the many bills and resolutions introduced in the Alaska Senate, I would like to 
discuss two that have been referred to the State Affairs Committee and urge your 
timely consideration of the following issues:

SB 79 The current Constitutional limit on state government spending so far 
exceeds the current budget as to be meaningless, but the concept of a 
budget limit is extremely important in these days of declining revenue 
projections. SB 79 imposes new goals and guidelines to ensure that 
spending is reduced in line with revenues. It is unfortunate that such a bill 
would become necessary, but the majority of Alaskans are calling for 
reductions in the s>tate budget. Even though no constituent group wants the 
programs that benefit them to be cut, it is the job of the Legislature and 
Governor to make the hard choices of where to cut. It appears that the only 
way any meaningful cuts will be made is to mandate them with a bill such 
as SB 79. For the fisca l future of the State of Alaska, I urge you 
to consider ancil pass SB 79 as qu ick ly as possib le .

SB 291 The constitution of the State of Alaska limits the form of bills to one subject, 
except in certain cases, and it prohibits local or special acts being passed. 
SB 291, introduced at the request of the Governor, may meet the letter cf 
the constitution, but it seems to violate its intent concerning the limit of one 
subject and it contains provisions that certainly appear to be local acts. The 
bill contains 31 sections with many unrelated issues, ranging from teaching 
practices and several education issues to hunting and fishing licenses to 
tourism and law enforcement. Certainly each of these issues should be 
considered, but it should not be required that they be considered in one 
package, as presented in this bill. This violates the intent of the constitution 
in that each issue is to be considered on its own merit. Also, the law 
enforcement issue in this bill (Sections 13 and 14) appears to be so 
specifically written as to impact very few areas in the State of Alaska. 
Whether or not the Governor intended this to be a punitive measure against 
specific areas of the state does not matter. If the measure is found 
unconstitutional, the whole bill may be thrown out on these grounds.



STEVE COWPER, GOVERNOR

ALASKA COMMISSION ON POSTSECONDARY EDUCATION p .o b o x f p
JUNEAU. ALASKA 99811-0599 
PHONE: (907) 465-2854

M E M O R A N D U M  

TO:

FROM:

S U B J E C T :  House Bill No. 301 /_£*£>
DATE: A p r i l  25, 1989 <

The purpose of HB 301 is to ", . . realize reductions in the
state budget." Sections 4 through 8 make amendments that would 
conform existing statutes to the provisions in Section 20 which 
repeal the entity known as the Alaska Commission on 
Postsecondary Education. The following discussion will show 
that the elimination of the Commission will not result in any 
savings to the general fund.

1. The original presentation by the Governor associated the 
amount of $284,700 as a general fund savings. This would 
not only eliminate the functions performed by the 
Commission members but also require the elimination of 4 
FTE administrative and support positions responsible for 
(1) authorization of postsecondary education institutions 
to operate in Alaska; (2) administration of the WICHE 
Student Exchange Program and the coordination activities of 
the WICHE Compact; (3) administration of the combined 
federal/state State Education Incentive Grant Program, 
(SEIG); (4) adminstration of the Memorial Scholarships and
the Paul Douglas Teacher Scholarship; and (5) coordination 
of the federal reporting for the Integrated Postsecondary 
Education Data System. (See Attachment A.) Instead of a 
cost of $284,700, the cost associated with those functions 
performed by the Commission members is $27,850.

House Finance Committee

Representative Lyman Hoffman 
Representative Ren Larson 
Representative C.E. Swackharamer 
Representative Kay Brown 
Representative Niilo Koponen 
Representative Fran Ulmer 
Representative F. Kay Wallis 
Representative Ramona Barnes 
Representative Randy Phillips 
Representative Steve Rieger ,
Representative Richard Schultz f  \\i\

Ronald A. Phipps, Executive Director|U'v 
Alaska Commission on Ppstsecondary Education
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2. Since receiving information regarding budget reductions 
from the Governor, several discussions with bond counsel 
for thr Alaska Student Loan Corporation revealed that the 
entire amount of general fund monies related to 
a d m i n i s i •ation costs could be transferred to Corporation 
receipts because of their relationship to the quality, 
servicing, or amount of the student loans. Thus, the House 
Finance Committee budget shows a transfer of $284,700 from 
general fund to program receipts in the General 
Administration component of the Commission's budget request 
for F Y  90. The effect of this is that the elimination of 
the Commission will not result in any savings to the 
general fund.

Irrespective of the discussion regarding general fund savings, 
other considerations should be noted which cast doubt upon the 
benefits derived from eliminating the Commission and, in fact, 
may have deleterious consequences.

They a r e :

1. The bill moves all functions performed by the Commission 
within the Department of Education. This may increase 
costs. This conclusion was reached by the House Research 
Agency Research Request 89.250, "Transferring Functions of 
the Alaska Commission on Postsecondary Education to Other 
Agencies," dated March 13, 1989. The report states that
moving all functions performed by the Commission within the 
Department of Education "is not likely to result in 
significant cost savings unless some functions are 
discontinued." The report notes further that the Alaska 
Commission on Postsecondary Education "sets salaries 
independently of the state classified salary schedule. If 
the Commission were merged with the DOE or DCED, the 
majority of staff would be classified. . . .  As a result, 
placement of the Commission within the DOE or DCED could 
increase personal service costs."

2. The bill places a heavy burden upon the State Board of 
Education and its agenda. The postsecondary education 
level expertise is currently not represented on the State 
Board and the Board may find it needs its membership 
expanded. At present, the respective agendas for both the 
State Board and the Commission are extremely full and 
members are often finding it difficult to devote the time 
necessary to discharge duties in a reasonable and 
responsible manner. Appending these new responsibilities 
and duties to the State Board may prove quite undesirable 
to the respective constituencies of both the K -12 and the 
postsecondary c o m m u n i t i e s .
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3 .  T o  a c h i e v e  t h e  l o w e s t  p o s s i b l e  d e b t  s e r v i c e  c o s t s  f o r  t h e  
r e v e n u e  b o n d s  i s s u e d  b y  t h e  A l a s k a  S t u d e n t  L o a n  
C o r p o r a t i o n ,  i t  i s  t h e  g o a l  o f  t h e  C o r p o r a t i o n  t o  s e l l  t h e  
b o n d s  n e x t  y e a r  t h r o u g h  a  c o m p e t i t i v e  s a l e .  F o r  o t h e r  
s a l e s ,  t h e  C o r p o r a t i o n  h a s  i s s u e d  b o n d s  t h r o u g h  a  
n e g o t i a t e d  s a l e .  O n e  e l e m e n t  i n  t h e  d e c i s i o n  t o  u s e  
n e g o t i a t e d  s a l e s  w a s  t h e  f a c t  t h a t  A l a s k a  S t u d e n t  L o a n  
C o r p o r a t i o n  B o n d s  a r e  n o t  w e l l  k n o w n  i n  t h e  b o n d  m a r k e t  a n d  
t h e  C o r p o r a t i o n ,  t h e r e f o r e ,  b e n e f i t s  f r o m  t h e  p r e - m a r k e t ? n g  
e f f o r t s  f r o m  b o n d  u n d e r w r i t e r s .

A  f a c t o r  w h i c h  e n h a n c e s  t h e  s u c c e s s  o f  a  c o m p e t i t i v e  s a l e  
( e . g . ,  l o w  i n t e r e s t  r a t e s )  i s  s t a b i l i t y  o f  t h e  c o r p o r a t e  
s t r u c t u r e  o f  t h e  i s s u e r .  We w e r e  r e q u i r e d  t o  d i s c l o s e  t h e  
i n t r o d u c t i o n  o f  t h i s  b i l l  i n  t h e  O f f i c i a l  S t a t e m e n t  f o r  t h e  
b o n d s  t h a t  t h e  C o r p o r a t i o n  w i l l  b e  i s s u i n g  t h i s  y e a r  ( s e e  
A t t a c h m e n t  B )  a n d ,  t h e r e f o r e ,  t h e  f i n a n c i a l  c o m m u n i t y  i s  
a w a r e  o f  t h e  p r o p o s e d  r e o r g a n i z a t i o n .  I t  m a y  b e  a n  
o v e r s t a t e m e n t  t o  s u g g e s t  t h a t  p a s s a g e  o f  t h e  b i l l  w o u l d  
r e s u l t  i n  h i g h e r  i n t e r e s t  r a t e s  f o r  t h e  C o r p o r a t i o n ’ s  
p l a n n e d  c o m p e t i t i v e  s a l e  b e c a u s e  o f  a  n e g a t i v e  r e a c t i o n  o f  
p o t e n t i a l  b o n d  p u r c h a s e r s  t o  t h e  r e o r g a n i z a t i o n .  I t  i s  
a p p r o p r i a t e  t o  s u g g e s t ,  h o w e v e r ,  t h a t  t h e  p r o p o s e d  
r e o r g a n i z a t i o n  w o u l d  n o t  h a v e  a  p o s i t i v e  e f f e c t  a n d  c o u l d  
r e s u l t  i n  i n c r e a s e d  d e b t  s e r v i c e .

I n  s u m ,  e l i m i n a t i o n  o f  t h e  A l a s k a  C o m m i s s i o n  o n  P o s t s e c o n d a r y
E d u c a t i o n  w i l l  n o t  r e s u l t  i n  s a v i n g s  t o  t h e  g e n e r a l  f u n d  a n d
c o u l d  i n c r e a s e  c o s t s .



STEVE COW  PER. GOVERNOR

ALASKA COMMISSION ON POSTSECONDARY EDUCATION * o b o x f =
.JNEAU. ALASKA 95811-0599 
PHONE: '507) 465-2854

M E M O R A N D U M

TO: Paul Sterling, Budget Analyst
Office of Management and Budget

FROM: Ronald A. Phipp's/-d^?ecutive Director
Alaska Commission on Postsecondary Education

DATE: April 5, 1989

Thank you for providing me with a copy of the Governor's 
"Proposed Operating Budget Reductions." I thought it 
appropriate that I respond to you immediately because the 
explanation regarding the proposed elimination of the Ala s k a  
Commission on Postsecondary Education associated w i t h  the 
budget reduction of $284,700 does not address the elimination 
of positions and their effect upon statutorily m a n d a t e d  
p r o g r a m s .

In addition to eliminating the student loan appellant 
responsibilities of the Commission, the proposed reduction will 
require the elimination of 4 FTE administrative and supporc
positions responsible for the following programs and activities:

1. Authorization of postsecondary education institutions 
to operate in Alaska (AS 14.48.010-210);

2. Administration of the WICHE Student Exchange Program 
and the coordination activities of the WICHE Compact 
(AS 14.010-060) ;

3. Administration of the combined federal/state State
Education Incentive Grant Program, SEIG
(AS 14.43.400-500);

4. Administration of the Memorial Scholarships 
(AS 14.250-325);

5. Adminstration of the Paul Douglas Teacher Scholarship 
(RL. 98-558);

6 . Coordination of federal reporting for the Integrated 
Postsecondary Education Data Svstem, IPEDS.

:5-E53LH



Paul Sterling, Budget Analyst 
April 5, 1989 
Page 2

Upon reading the list of Legislative major pass-through budget 
reduction considerations for FY90, I notice that the p r o grams 
listed above were not included for reduction. The r e d uction 
proposed by the Governor, however, would in effect e l i minate 
the programs by terminating administrative support.

I would also like to mention that the proposed reduction would 
profoundly affect the composition of the membership o f  the 
Board of Directors of the Alaska Student Loan Corporation. 
Alaska Statute 14.42.120 requires that the five Board of 
Directors appointed by the Governor consist of two members of 
the Alaska Commission on Postsecondary Education and the 
Commissioner of Revenue, Commissioner of Adminstration, and 
Commissioner of Commerce and Economic Development.

cc: Members of the Senate Finance Committee
Members of the House Finance Committee 
Karen Rehfeld, Legislative Finance Division 
Commission on Postsecondary Education



Attachment B.Fleeced Loans. .Another till, c w e r e  r-eccme iaw. wcu;d treats a r.ew category of cHetbiej..re iiau-TI Generally spcaxing, ’.h e  Program would appiy to loans to lents in sub-ttanuaily the same w a y iy fN H ^ y g v o  loans to full-time nnli in i y|] impli rfTTi i n  in Denod would be .ve years from the com m cncem enTofSl^fc«agfltratnfi6ik«irt!!ryea^ A  third bill, if it were to become law, io u .d  provide for the payment by the^ t^ ^ B gfec'^wipiptaacgtion. of a portion of a borrower’s loan if the rcrrower ls a health L-i an arp i I'^miiii ii i^ th p  S ’an» t0 have a health carelj^ i igfi» 1 h,> Corporation cannot predict whether or not these L'lffl'^w^to&me law or, if they to become law. what would be their impact on the Corporation and the security forA fourth bill, if it were to become law. would provide for. among other things, the legal termination of the Commission and the trancerof its staff to the Department of Education of the State. The Department of £ducaf,.on would autune responsibility for the administration of the Program. In addition, the composition of the Board of Directors of the Corporation would be altered and the office of the Executive Officer of the Corporation would be filled by the Commissioner of Education or the Commissioner’s designee. The Corpo­ration is unable to predict whether or not any such legislation will become law and. if it should become law, what would be its impact on the Corporation and the security for the Bonds.
PLAN OF  FINANCING

GeneftdThepnmary purpose of the issuance of the 1989 Series A Bonds is to fund StudentLrons for the aca­demic year 1̂ 89 1990. Upon issuance of the 1989 Scries A Bonds and application ofane proceeds to the payment of issuance costs and funding of reserves, the balance of the 1989 Series A^ond proceeds will be credited to the 19̂ 9 Series A Student Loan Fund. Amounts on deposit in the 19&SrSerics A Student Loan Fund are expected ll^und approximately $27,828,814 principal amount of Student Loans for the academic year 1989-90. The balWe of any loans and cash held by the Corporation not â pressly pledged as security for Bonds will be held separate and apart from the Indenture and will not be street to the Hen of the Indenture.It is the goal of the Condition to replace the State as the primary source of funding for loans made under the Program. Traditionary the State has funded such loanfrty direct annual appropriations to the Commission. Through the issuancW its bonds, notes and otheraroligations and the recycling of loan repay­ments towards the acquisition of newWis, the Corporation ajiflcipates reducing its reliance upon State ap­propriations in financing loans. It is the^orporation’s intension to maintain a mix between outstanding debt. State appropriations and repayments onmans held byJ k  Corporation until new loan demand under the Program can be funded exclusively with loa^cpaymams.
assumptions Considered In Structuring the 1909\ries A BondsIn structuring the 1989 Series A Bond^ne Corporation examined the existing loan portfolio credited to the Master Student Loan Fund under thelndcnture andVe loans financed with the proceeds of the 1988 Scnes A Bonds and credited to the \9m .Senes A Student Fund. The Corporation then made certain assumptions regarding such loans apothe loans expected to be fiSanced with the undisbursed proceeds of the 1988 Scnes A Bonds, a State apmpriation. surplus raor.eys avaUa^e under the Indenture and the proceeds cf the 1989 Series A Bondi, vdjfleh the Corporation believes to be rd^onable based upon its experience and which are not comroveneda  ̂actual facts known to the Corporation ace “The Alaska Student Loan Pro­gram-General” herein^The material assumptions made by the Corporation are summarized below.i. It hat beeny i uraed that Pledged Loans held in the Master Student Lo^iFund or the 1988 Series A Student Loan Fua«as of December 31. 1988 in the aggregate principal amount orto47,448,100 have charac­teristics substantially as set forth below under Portfolio 1,2.3 and 4 and 5 in the aggravate principal amounts represented^each portfolio. For purposes of this forecast, the Corporation has empN̂ ed the loan balance uuormatiflnwhich appear* on the records of the Commission, which services the Corporation's loans. This •.riormpfion varies somewhat from the loan balance information reflected on the Corporation's financial itata f̂ents because it includes as loans outstanding all loans approved and disbursed. whctfSt or not the
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S t a t e  o  f  A l a s  ic a
OFFICE OF THE GOVERNOR

J u n e a u

A p r i l  19, 1989

T h e  H o n o r a b l e  T i m  K e l l y  
P r e s i d e n t  o f  the S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  9 9811

D e a r  Mr. P r e s i d e n t :

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  t h a t  r e v i s e s
e x i s t i n g  p o w e r s  of  S t a t e  a g e n c i e s  in  o r d e r  t o  r e a l i z e  
p o t e n t i a l  r e d u c t i o n s  in t h e  S L a t e  b u d g e t .  T h i s  b i l l  m a k e s  
s t a t u t o r y  c h a n g e s  t h a t  a r e  n e c e s s a r y  to i m p l e m e n t  t h e
o p e r a t i n g  b u d g e t  r e d u c t i o n s  w h i c h  I s u b m i t t e d  at t h e  b u d g e t  
s u m m i t  o n  A p r i l  4, 1989. T h o s e  r e d u c t i o n s  w o u l d  d i m i n i s h  
m a n y  S t a t e  s e r v i c e s  t h a t  a r e  n o w  in s t a t u t e .  T h e r e f o r e ,  
i m p l e m e n t i n g  t h o s e  r e d u c t i o n s  w i t h o u t  t h i s  b i l l  w o u l d  
e x p o s e  t h e  S t a t e  t o  g r e a t  p o t e n t i a l  l i a b i l i t y .

I c o n s i d e r  t h i s  b i l l  t o  b e  t h e  e q u i v a l e n t  o f  a b u l k  r e v i s i o n  
of t h e  p o w e r s  o f  S t a t e  a g e n c i e s  w h i c h  is n e c e s s a r y  f o r  the 
i m p l e m e n t a t i o n  o f  p r o p o s e d  b u d g e t  r e d u c t i o n s .  T h e r e f o r e ,  
u n d e r  t h e  a u t h o r i t y  o f  art. II, sec. 13 o f  t h e  A l a s k a
C o n s t i t u t i o n ,  I a m  s u b m i t t i n g  t h e s e  f a r - r a n g i n g  s t a t u t o r y  
c h a n g e s  in o n e  bill.

E n a c t m e n t  o f  t h i s  b i l l  w o u l d  a l l o w  for t h e  r e d u c t i o n  o f  the 
c o s t  of o p e r a t i n g  S t a t e  g o v e r n m e n t  w h i c h  m a y  b e  n e c e s s a r y  
a b s e n t  t h e  a d d i t i o n  o f  n e w  rev^ffhe s o u r c e s .  I u r g e  y o u r  
c a r e f u l  c o n s i d e r a t i o n  of  t h i s  ball.i
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P R O P O S E D  O P E R A T I N G  B U D G E T  R E D U C T I O N S  
( a m o u n t  s h o w n  in t h o u s a n d s )

A g e n c y

G O V E R N O R

C o m p o n e n t / D e s c r i p t i o n

D e l e t e  G o v e r n o r ' s  W a s i l l a  a n d  
D e l e t e  G o v e r n o r ' s  K e t c h i k a n  
O f f i c e :  C l o s e s  t w o  o f f i c e s .  4
w i l l  r e m a i n  in s e r v i c e  - J u n e a u ,  
A n c h o r a g e ,  F a i r b a n k s  a n d  
W a s h i n g t o n ,  D.C. E l i m i n a t e s  2 
p o s i t i o n s  a n d  l e a s e s  f o r  b o t h  
o f f i c e s .

A l a s k a  L a n d  U s e  C o u n c i l :  D e l e t e .  
E l i m i n a t e s  f u n c t i o n  th a t  wi l l  
t e r m i n a t e  1 2 / 9 0  u n l e s s  e x t e n d e d  
b y  C o n g r e s s .  E l i m i n a t e s
A l a s k a ' s  p a r t i c i p a t i o n  in L a n d  
U s e  C o u n c i l  A d v i s o r s  a n d  r e l a t e d  
f u n d s .  2 s t a f f  p o s i t i o n s  wi l l  
b e  d e l e t e d .

H u m a n  R i g h t s  C o m m i s s i o n :  Reduce,
R e d u c e  C o m m i s s i o n  a c t i v i t i e s  
r e l a t e d  t o  c i v i l  rights. 
R e m a i n i n g  s t a f f  a n d  f u n d s  w i l l  
f o c u s  o n  s e r v i n g  c o m p l a i n a n t s  
w i t h  g r e a t e s t  n e ed, i.e., 
p h y s i c a l l y  a n d  m e n t a l l y  
d i s t u r b e d ,  t h o s e  n e e d i n g  h o u s i n g  
a s s i s t a n c e ,  etc. C a s e s  w i l l  be 
r e f e r r e d  t o  S e a t t l e  E E O C  o f f i c e  
w h e n e v e r  p o s s i b l e .  Intent
l a n g u a g e  n e e d e d  to r ef e r c a s e s  
to S e a t t l e  E E O  a n d  set out 
p r i o r i t i e s  f o r  r e m a i n i n g  staff.

E q u a l  E m p l o y m e n t  O p p o r t u n i t y :  
R e d u c e s  t h e  O f f i c e  of E E O  and 
e l i m i n a t e s  9 p o s i t i o n s .  T h e  
A f f i r m a t i v e  A c t i o n  P l a n ,  
m o n i t o r i n g  a n d  t r a i n i n g  
f u n c t i o n s  w i l l  m o v e  to DOA, 
D i v i s i o n  o f  P e r s o n n e l .  
E m p l o y m e n t  d i s c r i m i n a t i o n  
c o m p l a i n t s  w i l l  m o v e  to H u m a n  
R i g h t s  C o m m i s s i o n  o r  S e a t t l e  EEO 
O f f i c e .  2 p o s i t i o n s  w i l l  be 
r e t a i n e d  a s  w i l l  l i m i t e d  t r a v e l

R e d u c t i o n
A m o u n t

1 2 1 . 0

1 0 9 . 7

4 4 0 . 0

5 0 0 . 0
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A D M I N I S T R A T I O N

f u n d s  f o r  t h e  G o v e r n o r ' s  EEO 
A d v i s o r y  C o u n c i l .  T h e  C o u n c i l  
w i l l  s e r v e  in an a d v i s o r y  
c a p a c i t y  to  t h e  D i v i s i o n  of 
P e r s o n n e l .  R e m a i n i n g  s t a f f  will 
m o n i t o r  c o m p l i a n c e  of f e d e r a l  
r e g u l a t i o n s  in all a g e n c i e s .

G o v e r n m e n t a l  C o o r d i n a t i o n :  R e d u c e  
R e d u c t i o n  o f  C o a s t a l  M a n a g e m e n t  
P r o g r a m  a c t i v i t y  w i l l  r e s u l t  in 
f e d e r a l  m a t c h  r e q u i r e m e n t s  b e i n g  
a s s u m e d  b y  a f f e c t e d  a g e n c i e s  and 
e l i m i n a t i o n  o f  2 p o s i t i o n s .  
R e d u c t i o n  o f  t h e  P e r m i t  
C o o r d i n a t i o n  P r o g r a m  (250.0) 
w i l l  i n c r e a s e  r e v i e w  t i m e  for 
p e r m i t s  a n d  e l i m i n a t e  5 to 7 
p o s i t i o n s .  R e d u c t i o n  in the 
A N I L C A  c o m p o n e n t  (125.0) will 
p l a c e  g r e a t e r  r e s p o n s i b i l i t i e s  
on d e p a r t m e n t s  to i m p l e m e n t  in- 
d e p t h  r e v i e w s  of c o n s e r v a t i o n  
s y s t e m  u n i t  p l a n s  a n d  o t h e r  
A N I L C A  r e l a t e d  a c t i v i t i e s .  
E l i m i n a t e  2. 2 5  p o s i t i o n s .

R A T N E T :  D e l e t e
D i s c o n t i n u e  s t a t e w i d e  T V  s e r v i c e  
to 246 c o m m u n i t i e s .  F o r  a p p r o x .  
130 c o m m u n i t i e s  t h i s  is t h e  o n l y  
T V  r e c e i v e d .  A l s o  will
d i s c o n t i n u e  t h e  c a r r i a g e  of 
p u b l i c  r a t i o  s t a t i o n  K S K A - F M  to 
s e v e r a l  r u r a l  l o c a t i o n s ,  the 
A I R R E S  r e a d e r  s e r v i c e  f o r  b l i n d  
p e o p l e  in A n c h o r a g e ,  a n d  the 
s t a t e w i d e  E m e r g e n c y  B r o a d c a s t  
S y s t e m  w h i c h  p r o v i d e s  
n o t i f i c a t i o n  o f  e m e r g e n c i e s  a n d  
d i s a s t e r  w a r n i n g s .  E l i m i n a t e s  
6 p o s i t i o n s  in A n c h o r a g e  a n d  the 
R A T N E T  C o u n c i l  ( t r a v e l / p e r  
d i e m ) . M a y  n e e d  s t a t u t o r y  
c h a n g e .

P u b l i c  D e f e n d e r :  R e d u c e
C l o s e  S i t k a  O f f i c e ,  e l i m i n a t i n g  
2 p o s i t i o n s  (1 2 0 . 7 ) .  D e n y  FY90 
it j r e m e n t  f o r  B a r r o w  a t t o r n e y  
(87.4) l e a v i n g  B a r r o w  o f f i c e  at

4 5 5 . 0

2 , 0 3 7 . 5

3 5 3 . 4

d b r 3 9 / w p 5 0 / 0 4 - 0 4 - 8 9 2



LAW

REVENUE

same staff level as LAW's office 
there. Deny FY90 increment for 
an a t t o r n e y  and paralegal and 
e l i m inate a legal s e c r e t a r y  in 
A n c h o r a g e  (145.3).

Leasing: R e d u c t i o n
Denies FY90 increments for 
leases. C l o s u r e  of some offices 
c o u l d  r esult in lease savings.

A l a s k a  P u b l i c  O f f i c e s  Commission: 
Reduces a c t i v i t y  r e lated to 
t imely reporting, compli a n c e  
a s s i s t a n c e  and e n f o r c e m e n t  of 
t h e  3 d i s c l o s u r e  laws 
a d m i n i s t e r e d  by APOC: Campaign
d i s c l o s u r e ,  c o n f l i c t  of 
interest, and r e g u l a t i o n  of 
lobbying. Statutory changes 
required to eliminate any APOC 
f u n c t i o n s .

Consumer Pro tec t ion :E l im ina t ion of the Consumer Protect ion D iv is ion  - egregious cases would have to be absorbed by the C i v i l  D iv i s ion .  
Statutory changes r e q u i r e d .

Prosecution:Closure of both the S itka and Dil l ingham o f f i c e s  r e s u l t in g  in l im i te d  s e r v ic e s  as a r e s u l t  of t e m p o r a r y  a s s i g n m e n t s .  E l im ina t ion of the only pos i t ion  
devoted to "White Co l la r  Crime".
Legal Se rv ice s :The Sta te would continue to be r e a c t i v e ,  spending more time defending the S ta te aga inst p r iv a te  p l a i n t i f f s  and le s s  time a f f i rm a t i v e l y  a s s e r t in g  the S ta te ' s  r i g h t s .

Commissioner's O ff ice :Delete Research Sect ion . 5 po s i t ion s  w i l l  be e l im ina ted . 1 po s i t io n  w i l l  remain to

874.5

109.5

328.3

441.5

610.4

351.7
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coordinate revenue pro jec t ions 
fo r  non-petroleum areas and the Oil & Gas Audit D iv is ion w i l l  assume r e sp o n s ib i l i t y  fo r petroleum-related p ro jec t ion s .
Alaska Science & Technology Foundation: Fund change. Fundsfrom the Foundation's $6,000.0 
c ap i t a l  appropriat ion for grants 
w i l l  be used to fund s t a f f  cos ts  
and counc i l  a c t i v i t i e s .

334.3

EDUCATION In s t r u c t io n a l  Technology Support: E l im inates d is tance d e l i v e ry  of e d u c a t io n a l  co u r se s  and mate r ia ls  support. Transfer of remaining $117.3 to Basic Education and In s t r u c t io n a l  Improvement f o r  s t u d en t  assessment.

261.9

Pro fess iona l Teaching Prac t ices : The primary ro le  of the Prof. T e a c h in g  P r a c t i c e s  i s
i n v e s t i g a t i o n  o f a l l e g e d  
misconduct by members of the teaching p ro fess ion . Repeal the s t a t u t e ,  and g ive r e sp o n s ib i l i t y  to the lo ca l  e lec ted  school board. N e e d s  s t a t u t o r y  c h a n g e .

Alaska S ta te Museums:Reduce museum operations and rew r i te  s p e c i f i c  func t ions mandated under s t a t u t e .  Serv ices provided in t h i s  reduct ion can be provided by lo ca l  schoo ls , vo lunteers and 
community e f f o r t .  N e e d s
s t a t u t o r y  c h a n g e .

Executive Administrat ion: E l im in a t e  membership in
Education Commission of S ta te s .  
N e e d s  s t a t u t o r y  c h a n g e .

Alaska Postsecondary Commission: E l im ina t ion of the Postsecondary Commission which provides fo r po l icy  coord inat ion fo r  the

143.5

600.0

29.1

2 8 4 . 7
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H E A L T H
A N D
S O C I A L
S E R V I C E S

e f f i c i e n t  use of A laska's f i n a n c ia l  resources in providing 
p o s t s e co n d a r y  e d u c a t io n a l  
s e r v ic e s .  N e e d s  s t a t u t o r y
c h a n g e .

Family and Youth Serv ices :Family Serv ices - E lim inate adu l t  p ro tec t ion program. Delete 3 PCNs in Anchorage and 1 PCN in Fairbanks. (Would requ ire  corresponding reduct ion in Purchase Services fo r  Adult Pro tect ion of $372.1)
N e e d s  s t a t u t o r y  c h a n g e .
Youth Serv ices :Provide detent ion se rv ic e s  only in Bethel and Nome. Betheld e le te  8 PCNs and Nome de le te  4 
PCNs.
P u b l i c  H e a l t h :Elim inate general fund from AIDS program. Remaining federa l
money a l lows s ta te  to continueepidemiology, counsel ing and
treatment a c t i v i t i e s  a t le s se r  
l e v e l  of e f f o r t .
V i t a l  S t a t i s t i c s :Reduce general fund and replace 
w ith new general fund/program rece ip t s  generated by feeinc rea se s .  N e e d s  f e e  i n c r e a s e .

H e a l t h  G r a n t s :Delete General Health Serviceg ran ts .  E l im ina tes ce r ta in
d en ta l ,  cancer screening and other sp e c ia l  programs not
gene ra l ly  a v a i l a b le  s ta tew ide .
Health Grants:Delete r u ra l  hea lth  c l i n i c s  
lea s ing  support, Ind ian health 
se rv ic e  budget increases replace 
general fund fo r  some c l i n i c s .

117.6

1,084.4

506.0

457.9

415.0

570.0
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LABOR

COMMERCEANDECONOMIC
DEVELOPMENT

MILITARYANDVETERANS
AFFAIRS

Occupational Medicine:Delete program and budget. Use 
DHSS epidemiology and DEC p r o f e s s i o n a l  s t a f f  when 
necessary.
Worker's Compensation:Reduce program due to reduction in caseload as a r e s u l t  of l e g i s l a t i v e  reform.
Occupational Safety:Reduce logging increment by 50%. 
Po ten t ia l  fede ra l  funding to replace general fund.

Merge D iv i s ion  of Tourism and Business Development: Retains atle a s t  $1,500.0 fo r in te rn a t io na l  tourism and independent t r a v e le r  promotions. Retains minimal response c a p a b i l i t i e s  fo r  
p ro v id ing  in fo rmat ion to co rpo ra t ion s  in  bu s in e s s  a c t i v i t i e s  in Alaska and 
coord inat ion with Un ive rs i ty  economic development and
bus iness assistance programs. 
Requires repeal of some economic 
development statutes,,

Alaska Tourism Marketing Council: Retains $1,500.0 in  general fund program rece ip t s  to continue nat iona l tourism promotions. I n d u s t r y  cou ld  gen e ra te
a d d i t io n a l  fees to increase the 
budget.

Veteran's A f f a i r s :  ReduceReduction in Veteran's A f f a i r s  
w i l l  r e s u l t  in  e l im ina t ing  Veteran's news le t te r  and one 
po s i t io n .
Alaska National Guard:E l im inate increment to provide j a n i t o r i a l  s e r v ic e .  M i l i t a r y  personnel w i l l  continue to provide s e r v i c e s .

121.5

126.2

42.7

2,817.8

6,461.1

100.0

100.0
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NATURAL
RESOURCES

Recorder's O ff ice :This reduct ion w i l l  r e s u l t  in the c lo su re s  of recorders' 
o f f i c e s  in Kodiak, Homer, Nome, Bethe l , Kenai, Palmer, S i tka and Ketchikan. R e spon s ib i l i t y  forthe work performed in  these o f f i c e s  w i l l  be t ran s fe r red  to the remaining o f f i c e s  in Juneau, Anchorage and Fairbanks.
Commissions:This reduct ion w i l l  r e s u l t  in the term inat ion of the C i t i zen s  Advisory Council on Federal Areas which provides a forum for 
m on i to r in g  f e d e r a l  landmanagement proposa ls  andre so lv ing  land managementc o n f l i c t s .  N e e d s  s t a t u t o r y
c h a n g e .
F ire  Suppression:This change w i l l  requ ire  a major reduct ion in the scope of f i r e  suppression e f f o r t s  on s ta teland, only those f i r e s  which d i r e c t l y  threaten l i f e  and
property w i l l  be fought.
Geologica l Management: 
E l im i n a t e s  f u n d in g  f o rcompletion of a geothermalresource app ra isa l .  Spec i f icproducts which w i l l  not becompleted inc lude pub l ic a t io n  of a geothermal resource map for the Alaska Peninsula area, a report on the Makushin geothermal resource area , and
completion of data fo r  asouthcen tra l geothermal resource 
map.
Parks & Recreation Management: 
E l im ina tes funding fo r  the Alaska H is to r ic a l  Commission and fo r fundamental a rcheo log ica l 
research aimed a t  sa lvag ingi n f o rm a t i o n  from s i t e s  t h r e a t e n e d  by e r o s i o n ,  vandalism, and loo t in g .

d b r 3 9 / w p 5 0 / 0 4 - 0 4 - 8 9 7



FISHAND
GAME

PUBLIC

ParkB Management:
This change replaces $200.0 in 
general funds w i t h  $200.0 in 
general f u n d / p r o g r a m  receipt 
authority. Parks personnel will 
assess the p o t e n t i a l  for park 
fee increases to g e n e r a t e  this 
additional revenue. N e e d s  f e e  
i n c r e a s e .

Ag r ic u l tu ra l  Management:This changes e l im ina te s  general fund Bupport fo r adm in is t ra t ion  of the s t a t e ' s  a g r i c u l t u r a l  m a n a g e m e n t  p r o g r a m s .  A g r icu l tu ra l  Revolving Loan Fund rece ip ts  w i l l  be used to support necessary a c t i v i t i e s  as the s t a t e ' s  i n v o l v em e n t  in  a g r i c u l t u r e  management i s  phased 
out .

Adm in is t ra t ive  Serv ices :S h i f t s  support fo r  the f i s h  and game l ic en s in g  program from the general fund to the f i s h  and game fund fo r  the s a le  of sport l i c e n s e s  a nd  g e n e r a l  
fund/program re c e ip t s  fo r  the sa le  of commercial crew l i c e n s e s .

SAFETY Search and Rescue:D isas te r d e c la ra t io n  would be 
dec lared fo r  major e f f o r t s .
Alaska S ta te Troopers:Coverage would no longer be p r o v i d e d  i n  o r g a n i z e d  m un ic ip a l i t ie s  w ith po l ice  powers. N e e d s  s t a t u t o r y  c h a n g e .

Motor Veh ic les :Maintains f i e l d  o f f i c e s  in 
Anchorage, Juneau and Fairbanks.
Academy:Maintains the cu r ren t  le v e l  of operations necessary to provide in-house, VPSO, Munic ipa l , and

d b r 3 9 / w p 5 0 / 0 4 - 0 4 - 8 9 8



other requested t r a in in g .  Also, provides s u f f i c i e n t  funding for an abbrev ia ted trooper academy in  FY90.

T R A N S P O R T A T I O N
ANDPUBLIC
FACILITIES

H i g h w a y s  a n d  A v i a t i o n :  1,400.0E l im inat ion of the FY90 increments
fo r  new r e s p o n s i b i l i t i e s  and SEFren ta l  ra te  inc reases .  Resu ltsin general sta tewide reduction
of s e r v ic e .
Delet ion of a l l  snow and ice 2,500.0e f f o r t s  fo r  category I I I  routes .
Delet ion o f 60% of the maintenance 1,700.0cos ts  on Category I I I  routes , a l l o w s  a f o u r - m o n t h  
t r a n s i t io n a r y  per iod .
Reducing hours of operation a t  1,000.0c e r t i f i e d  r u r a l  a i rp o r t s .
Reduce maintenance and operation 2,200.0of r u ra l  a i r p o r t s ,  without fee inc rease . Proposal to increase 
land ren t fees to o f f s e t  
reduc t ion . N e e d s  f e e  i n c r e a s e .

D a l t o n  H i g h w a y :  4,440.0This proposal would charge a feefo r  use of the Dalton Highway
between the Yukon River and thenorthern terminus a t Deadhorse
to re-coup the cu rren t annualco s t  of maintenance. N e e d s  f e e
i n c r e a s e .
M a r i n e  H i g h w a y s :  4,100.0
One of the two feeder v e s s e l s ,
the M/V Columbia, and the M/VCh i lka t  would be t i e d  up undercon trac t  with a sh ipyard . NoAMHS employees would be onboard.

d b r 3 9 / w p 5 0 / 0 4 - 0 4 - 8 9  9



ENVIRONMENTALCONSERVATION

COMMUNITYANDREGIONALAFFAIRS

Subd iv is ion Plan Review: E lim inate s ta te  r e sp o n s ib i l i t y  fo r  review of subd iv i s ion  plans fo r  sewage and in d u s t r i a l  waste d isposa l systems. The plan review funct ion could be delegated to lo ca l  governments, as i t  has been to theMun ic ipa l i ty  of Anchorage, but 
this action would require a 
change to state law.

Drinking Water Program:
R eturn the state d r i n k i n g  water 
p r o g r a m  to the federal
government. State c o m p l i a n c e  in 
this p r o g r a m  is c u r r e n t l y  the
lowest in the nation and 
i n c r e a s e d  federal requir e m e n t s  
m a n d a t e d  by c o n gress w ould
c o n t i n u e  to put a strain on the 
S t ate's budget. EPA would, m o s t  
probably, rely h e a v i l y  on 
e n f o r c e m e n t  actions rather than 
D E C s  p r e f e r e n c e  for technical 
a s s i s t a n c e  and plan reviews. 
The state w o u l d  also lose $737.5 
in federal funds. This action 
would require a change to state 
law.

Combine JTPA Tra in ing & Energy f i e l d  o f f i c e s  with minimum Local Government Ass is tance Program.
This w i l l  r e s u l t  in a c lo su re  of many of the departments f i e l d  
o f f i c e s .  Severe cu r ta i lmen t w i l l  be made to JTPA se rv ic e s  in 
ru ra l  a reas ,  the Rural Economic 
Development I n i t i a t i v e  (REDI), the F inanc ia l  Outreach se rv ic e s  to Enhance Recovery (Foster) program and to many se rv ic e s  now provided to lo ca l  governments. 
This proposal could require some 
statutory changes.

649.9

468.8

1,500.0
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2,132.1Statewide Programs:
This component provides a v a r ie t y  of r e h a b i l i t a t io n  programs to inmates. Thegeneral reduct ions are applied to:
A. Delete funding fo r Manii laq Assoc ia t ion S p i r i t  Camp, a 
program fo r  Native inmates.
(430.0)
B. Delete funding fo r  Tundra Center Halfway House ir> Bethel.
(475.0)
C. Sex offender treatment programs s ta tew ide . Fund source i s  switched from general fund to Permanent Fund Dividend Fund
(913.1).
D. C l i the roe Center a lcohol treatment program in Anchorage. General Funds of 264.0 are replaced with 160.0 from the 
Permanent Fund Dividend Fund.
E. Delete funding fo r  l i b r a r y  
se rv ic e s  ($50.0).

U N I V E R S I T Y Reduce the Un ive rs i ty  general budget by 10 percent.
A reduct ion of t h i s  magnitude would probably compel the Board 
of Regents to consider program d e le t io n  and c losure of c e r ta in  campuses, inc lud ing those in 
c lose proximity to the three main campuses. Precedent set by 
case law requires Universities 
to declare Financial Exigency 
prior to the closure or 
termination of campuses and 
p x o g r a m s .

15,925.6
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L E G I S L A T U R E  R ed uce by 10 percent. 3,109.3

C O U R T  S Y S T E M  

H E A L T H  B E N E F I T S

Reduce by 10 percent. 4,118.7

Elim inate FY90 Base adjustment 15,000.0
fo r  increased hea lth insurancecos ts  fo r  a l l  s t a te  governmentexcept Un ive r s i ty ,  Resu lts ina d d i t i o n a l  2.5% vacancyassessment i f  no savings arer e a l i z e d  in  cos t of hea lth care.
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PROPOSED OPERATING BUDGET REDUCTIONS (amount shown in  thousands)

AGENCY TOTALS
Governor 1,625.7
Administrat ion 3,374.9
Law 1,380.2
Revenue 686.0
Education 1,319.2
Health and Soc ia l Serv ices 3,150.9
Labor 290.4
Commerce and Economic Development 9,278.9
M i l i t a r y  and Veterans A f f a i r s  200.0
Natural Resources 5251.3
Fish and Game 872.7
Pub l ic  Safe ty 3,120.5
Transportat ion and Pub l ic  F a c i l i t i e s  17,340.0 
Environmental Conservation 1,118.7
Community and Regional A f f a i r s  1,500.0
Corrections 2,132.1
Un ive rs i ty  15,925.6
Alaska Court System 4,118.7
Leg is la tu re  3,109.3
Health Bene f i t s  15,000.0
TO T A L  90,795.1
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