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ISSUE, ANWR MAY HAVE A BETTER CHANCE, BUT MAKE NO 

MISTAKE: IT WILL STILL BE AN UPHILL BATTLE.

TO WIN THIS FIGHT, WE MUST LAY THE GROUNDWORK 

NOW. CREATING AN ANWR BLUE RIBBON COMMISSION LIKE 

THE ONE THAT HELPED US PROTECT OUR INTERESTS IN THE 

ALASKA LANDS DEBATE IS ONE STEP TO CONSIDER. ANOTHER 

IS TO CONSIDER ALLOWING ALASKANS TO EARMARK UP TO  S50 

OF THEIR PERMANENT FUND DIVIDEND CHECK TO FUND SUCH 

A COMMISSION AND THE NATIONAL GRASSROOTS WORK THAT 

WILL HAVE TO  BE DONE TO PREVAIL IF ALASKANS DON T  TAKE 

DECISIVE ACTION TO OPEN ANWR, THE FUND'S INCOME WILL 

SOON HAVE TO  BE DEVOTED TO BASIC GOVERNMENT 

SERVICES, AND THE DIVIDEND PROGRAM WILL BECOME AN 

HISTORICAL FOOTNOTE. IF ANWR IS OPENED. THE 

CONTRIBUTIONS BACK TO THE FUND COULD EXCEED S25 

BILLION - A RETURN ON INVESTMENT THAT NOT EVEN DAVE 

ROSE COULD MATCH.

PROTECTING ALASKA'S FAMILIES IS A CRUCIAL 

CHALLENGE ON BOTH THE FEDERAL AND STATE LEVEL. THE
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PRESIDENT HAS ANNOUNCED A BOLD NEW INITIATIVE THAT 

WOULD DEDICATE $100 BILLION FOR OUR NATION’S HEALTH 

CARE SYSTEM, INCLUDING THE KIND OF PREVENTATIVE CARE 

THAT LED TO EARLY DETECTION OF MY CANCER.

THERE ARE SOME WHO SAY THAT’S NOT ENOUGH, AND AS 

A RESULT, THERE ARE 498 HEALTH CARE REFORM BILLS 

PENDING IN CONGRESS - ALMOST ONE PER MEMBER! IT WILL, 

NO DOUBT, BE A LONG, HOT SUMMER.

WE HAVE MADE PROGRESS IN IMPROVING HEALTH CARE 

IN RURAL ALASKA, BUT WE MUST ADDRESS THE NEEDS OF 

URBAN ALASKANS, TOO. I HOPE AS FEDERAL HEALTH CARE 

REFORM UNFOLDS WE CAN WORK TOGETHER TO AVOID 

DUPLICATION AND ENSURE THAT EVERY ALASKAN HAS ACCESS  

TO BASIC HEALTH CARE.

WHILE WE HAVE MADE SOME STRIDES IN THE WAR 

AGAINST DRUGS, DRUG ABUSE AMONG ALASKANS CONTINUES 

TO BE A PROBLEM. AT A RECENT CONFERENCE OF ALASKANS 

INVOLVED IN DRUG ABUSE PREVENTION, TREATMENT, AND 

ENFORCEMENT, THEY TOLD ME THERE WERE TWO THINGS YOU
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COULD DO TO HELP.

(1) MODIFY ALASKA’S ASSET FORFEITURE STATUTE SO  

STATE LAW ENFORCEMENT CAN MORE EFFECTIVELY SEIZE THE 

ASSETS OF DRUG PUSHERS.

(2) ESTABLISH A STATE CONSPIRACY STATUTE TO  

STRENGTHEN THE HAND OF THOSE FIGHTING THE DRUG 

PUSHERS PREYING ON ALASKA'S FAMILIES.

WHILE GENERALLY ALASKANS ARE AMONG THE MOST 

HIGHLY EDUCATED PEOPLE IN THE COUNTRY - A TESTIMONY 

TO OUR TEACHERS AND OUR STUDENT LOAN PROGRAM - 

MANY RURAL ALASKANS LAG BEHIND. I WILL JOIN WITH YOU 

AND OTHER ALASKANS - PARTICULARLY THE PARENTS AND 

TEACHERS INVOLVED IN OUR EDUCATIONAL SYSTEM - TO 

MAKE SURE THAT THE NEW NATIONAL EDUCATION 

LEGISLATION WORKS IN ALASKA.

ONE OF THE BEST WAYS TO PROTECT FAMILIES IS TO  

PROVIDE MEANINGFUL WORK FOR PARENTS. AND ONE OF THE 

KEYS IS EDUCATION. ALASKA’S NEW JOB CORPS CENTER 

SUFFERED A TEMPORARY SETBACK AGAIN, WHEN THE
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DEPARTMENT OF LABOR ANNOUNCED THAT IT WOULD NOT 

RELEASE CONSTRUCTION FUNDS FOR THE PROJECT. FRANK, 

DON, AND I INTEND TO MEET WITH SECRETARY OF LABOR LYNN 

MARTIN TO MAKE OUR OPPOSITION CLEAR.

A NEW ERA HAS BEGUN IN THE WORLD - ONE THAT WILL 

Sh ^PE  THE LIFE OF OUR NATION AND STATE IN WAYS WE 

CANT EVEN IMAGINE NOW. THE CHALLENGES ARE MANY, BUT I 

CONTINUE TO HAVE FAITH IN THE ABILITY OF ALASKANS TO 

MEET THEM IN INNOVATIVE WAYS. YOU AND I HAVE BEEN 

ENTRUSTED BY THE PEOPLE OF ALASKA WITH THE TASK OF 

DEVISING WAYS TO MEET THOSE CHALLENGES.

RATHER THAN SPEND A LOT MORE TIME DISCUSSING 

WHAT THE CONGRESSIONAL DELEGATION IN PARTNERSHIP 

WITH ALASKANS WAS ABLE TO ACCOMPLISH, OR REPEAT WHAT 

YOU’VE ALREADY HEARD FROM SENATOR FRANK MURKOWSKI 

OR CONGRESSMAN DON YOUNG, I’LL NOW ASK THE PAGES TO  

DISTRIBUTE A REPORT, WHICH DISCUSSES THE IMPORTANT 

EVENTS OF THE LAST SESSION OF CONGRESS IN MORE DETAIL
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THANK YOU AGAIN FOR ALLOWING ME TO VISIT WITH YOU 

TODAY. I LOOK FORWARD TO WORKING WITH YOU THIS YEAR, 

AND I’D BE GLAD TO TAKE ANY QUESTIONS YOU MIGHT HAVE.
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Overview o f the 
1991 A rctic N atio na l W ild life U .fuge

Recoverable Petroleum Resource Update
•

Sum m ary o f F ind ing s

T he  1991 upda te  o f  recoverab le  pe tro leum  resourcca in th e  1987 A rctic N ationa l W ildlife 
Refuge. A laska. C on itn l Plain Assessment. also known as the  1002 R epo rt, m akes a considerable 
con tribu tion to  th e  know ledge and understanding o f th e  pe tro leum  geology o f th e  1002 a re a  o f 
the  A rctic N ationa l W ildlife R efuge (ANWR). This study reaffirm s m ost o f  th e  conclusions and 
estim ates m ade in Use 1002 R epo rt, and increases th e  level o f  con fidence th a t A NW R Is p a rt o f 
th e  N o rth  S lope oU province. This is d em onstra ted  by th e  Increase in (he m arginal probability 
o f  econom ic success from  19 percen t in llie original assessm en t to  46 pe rcen t in  th e  cu rren t 
assessm ent. T h e  inc rease  in marginal probability m eans th a t A N W R  has a  h igher po ten tia l fo r 
oil discovery. T h e  overall M inimum Econom ic Field S ire  (MEFS) fo r th e  1002 a re a  has been  
low ered from  abou t 0.44 billion barrels o f  oil (DBO) to  abou t 0.40 DBO . T h e  m ean resou rce  
es tim a te  has increased from  3.23 to  3.57 BBO.

In troduc tio n

T h e  orig inal recoverab le  resource assessm ent was included In th e  1002 R epo rt, published in 1937. 
It w as well received in reviews o f  th e  repo rt by industry and  th e  scientific community, but, as was 
its in ten t a t th a t time, was considered conservative. T h e  In ten t o f S ection  1002(h) o f A N ILCA  
was to  give th e  S ecre ta ry  o f  th e  In te rio r sufficient in fo rm ation to  m ake an  Inform ed decision for 
his recom m endation  to  Congress perta in ing to  oil and gas leasing in th e  1002 a rea . T h e  1991 

.assessm en t was p rep a red  as a p a rt o f  rou tin e  updating o f  resou rce assessm en ts th a t takes place 
every  2 to  5 y ea rs and  th a t reflects new and  re in te rp re ted  geological data, s ta tc - o f th c a r t  
engineering, cu rren t tax  provisions, end upda ted  econom ic da ta .

• •
B ecause Congress in tend ed  for th e  1987 assessm ent to  b e  conduc ted  w ith os little  im pact on  th e  
1002 a re a  as possible, th ey  did no t au th o rise  th e  drilling o f  tes t wells. T he re fo re , th e  only sources 
o f  in fo rm a tio n  availab le fo r th e  1002 study w ere reco rd s from  wtUs drilled in th e  surround ing  
a re a  and  abou t 1,300 line m iles o f  seismic reflection d a ta  shot by a  conso rtium  o f 25 com panies 
on  an  app rox im ate th r e c b y s lx  mile grid in th e  1002 a re a . S e lec ted  gravity readings co llected by 
industry from  Use 1002 a re a  and  th e  results o f  surface geologic w ork conduc ted  by in*housc and 
various ou tsid e  sou rces In and  a round  the coasta l p lain w ere  a lso  availab le and beneficia l to  th e  
study. W ith  th is am oun t o f  in fo rm ation an d  given th e  tim efram e fo r com pletion o f  th e  study, t  
conserva tive app ro ach  was taken  in o rd e r n o t to  ov e restim a te  th e  econom ically recoverab le  
hydrocarbon  po ten tia l in th e  area.

S ince th e  1002 R ep o r t w as com pleted in 1987, th e  BLM  in A laska has ob ta in ed  access to  
in fo rm ation  from  fo r r  wells drilled n ea r o r  ad jacen t to  A NW R. T hey  a re  T cnn eco 't A u ro ra  
No. 1, U nocal's H am m erh ead  No. 1. ond Shells' C o ro n a  No. 1, all lo ca ted  o ffsho re  from  ANW R, 
and  Unocal's tx fungw cU  No. 1, located on sho re  W est o f A N W R  (Ggurc 1). T h e  BLM  also 
ob ta in ed  approxim ately 800 line miles o f  th e  orig inal seism ic d a ta  th a t w-as rep rocessed  by
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Industry lo enhance  (he reso lu tion o f seismic reflec to rs o f (he shallow er U iook inn sequence rocks
and to  help increase th e  understand ing o f this sequence. Additionally, som e o ffsho re  seismic
lines n ea r A N W R  becam e available. T hese  new  d a ta  w ere used in th e  cu rren t analysis. In
addition, an  im house  study o f th e  pe tro leum  geology o f n o rth e a s te rn  A laska th rough  th e
M ackenzie D elta  in w estern  C anada enhanced  th e  understand ing  o f  tho  reg ional geology.
Surface samples o f po ten tia l reservoir rocks also w ere  analyzed to  assess rese rvo ir param eters.
Furtherm ore, th e  1991 assessm ent utilized o LAND SAT analysis o f  th e  bed rock  geology o f th e
*1)0 1 2 6 " o f th e  m oun ta in  fron t sou th  o f th e  1002 area.

♦ ••
In August 1990, th e  D ep a rtm en t o f  Energy's (DOE) Idaho  N ationa l E ng ineering  L abo ra to ry  
(INEL) issued a d ra ft study o f oil and gas developm en t on th e  N o rth  S lope. This was com bined 
with an  in-house analysis and a survey o f  m ajor com panies ope ra tin g  on  th e  N o rth  S lope to  
upda te  the  eng ineering  and costing o f  A N W R  developm ent. U pda ted  D O E  forecasts o f  oil prices 
w ere  also included In th e  analysis.

• •

Geological and  G eophysical A nalysis
•

T ire new  and re in te rp re ted  d a ta  resu lted  in an  analysis that, a lthough no t vastly d iffe ren t from  
th e  1002 report, gave th e  BLM  a g re a te r d eg ree  o f  con fidence in th e ir orig inal re c o v e rab le  

’ resource assessm ent o f  1937, and also increased th e ir know ledge and  understand ing  o f  the  
com plicated pe tro leum  geology which exists in and a round  th e  1002 a rea .

T he geology studies and  seismic in fo rm ation suggested th e  necessity o f  upda ting  co rre la tion s o f 
the  prc-Ellcsraerian basem en t rocks across th e  a rea . E lem ents o f  th e se  ro ck i w ere  im portan t to  
alm ost all o f  th e  previously m apped prospect*. T h e  BLM developed a  m ore de ta iled  descrip tion 
o f  th e  dcpositional system s invoked  in A N W R  stratigraphy. This w as im po rtan t In the  B rook ian  
sequence rocks as to  th e ir location, ex ten t In th e  subsurface, ond re la tionsh ip  to  sim ilar rocks in 
the  C anad ian  B caufort/M aekenLe D e lta  a re a  which have successfully te s ted  and p roduced  oil 
and gas. T h e  new  da ta  provided a  h igher d eg ree  o f  confidence in  de te rm in ing  th e  n a tu re  o f  
geological plays described in th e  orig inal 1002 R eport. This is im po rtan t to  th e  defin ition  o f 
drilling objectives in th e  m apped prospects.

•

T he  geophysical analysis inco rpo ra ted  th e  new  well data, gravity data, ond rep rocessed  seismic 
d a ta  ob ta in ed  during th e  198J-S4 and  19S4-S5 seasons. T he rep ro cessed  seism ic d a ta  provided 
b c u c r reso lu tion to  th e  seismic reflec to rs defin ing th e  shallow  (BrookJan) p a rt o f  th e  section. 
This allowed th e  BLM to  m ap several s truc tu ra l closures w ithin th is sequence . T hese  prospects 
w ere  de linea ted  w ith in th e  a re a  previously m apped as trends (figure U M 0  in th e  1002 R eport) . 
M ost o f th ese  new  prospects a rc  small and  e ith e r would r o t  b e  developed o r would be  developed 
in con junction w ith th e  p ro rpcc ts m apped in th e  1002 R epo rt, over which th e  new  p ro spec ts tie. 
However, in on e  case, th e  prospective ta rg e t is a stra tig raph ie p ro spect o f  som e significance. T he  
gravity d a ta  co rre la ted  well w ith tlse sclsmicaBy m apped s tru c tu res o f  th e  1002 area, he lp ing to  
confirm  this aspect o f  th e  19S7 R epo rt. G eophysical in fo rm ation  from  th e  new  wxlls a round  
A N W R was usefu l fo r G ne tun in g  som e o f th e  sonic velocities th a t w ere  used in th e  original 
m apping o f  th e  1002 a rea . T h e  velocity corrections provided m o re  a c cu ra te  dep th s to  tom e  o f  
th e  prospects end also supported  th e  reassessm en t o f  prospective reservoirs (drilling objectives)

FEb-2trd2 WED 17:42 ST AK/DIV OIL AND CAS FAX NO. 9075823A52 P
• . •

2



rto-co-ad wtl) I'/:43 ST AK/DIV OIL AND GAS FAX NO. 007S6238S2 P.06
• •

• •

in som e o f th e  prospects.••

PRESTO  M odel Inpu t*
•

T he PR E ST O  (Probabilistic R esource ESTimates. O ffshore) model was used to  develop resou rce  
estim ates. O n e  o r m o re  prospective ta rge ts w ere defined for each Identified prospect based on 
th e  po ten tia l fo r reservo ir rocks. R eservoir p a ram eters consisted o f  risks o f  no hydrocarbons and 
probability d istribu tions o f  th e  physical characteristics o f ta rge ts w ithin p ro specu . T h re e  levels 
o f risk w e tc  defined: th e  risk th a t no  recoverab le hydrocarbons existed in th e  a rea . In each  
prospect, nnd in each  prospective ta rg e t in each prospect. S ince gas w as assumed to  be 
uneconom ic, only fou r param ete rs w ere defined for each  target: th e  probability th a t th e  re sou rce  
is oD (ra ther th an  gas), and distributions o f  productive acreage  (acres), pay thickness (fees), and 
oil recovery fac to r (bbls/acrc-foot). Engineering ond econom ic inpu t fo r PR E STO  consisted  of 
specifying m inimum econom ic field sizes. M inimum recoverab le re sou rce  sizes w ere  se t fo r each  
o f  th e  prospects.

R eservo ir P a ram e te rs

T h e  1991 PR E ST O  inputs o f  reservoir param eters evolved from  updating th e  A N W R  geologic 
and geophysical d a tab a se  described above. T h e  changes included th e  add ition o f  a new 
stra tig raph ic p ro spect m apped in th e  B rookian sequence, and o th e r new  p ro sp ecu  associa ted with 
th e  previously iden tified  p ro specu . Som e PR ESTO  in p uu  w ere derived by on ite ra tive  process. 
A fter e ach  P R E ST O  run, th e  sampled m eans o f  th o  geologic p a ram ete rs  w ere reviewed to  
ensu re  (hat they  accura te ly  m odeled th e  d a tab ase  o f  th e  regional geologic param eters. I te ra tiv e  
runs w ere  necessary in eases w here  choices o f th e  PR E ST O  inpu t pa ram ete rs  w ere restric ted . 
In these  cases, a decision had to  b e  m ade on  which available inpu t choice most accu ra te ly  
modeled Use da tab ase  o f  regional geological p aram eters. T h ese  upda tes resu lted  in revisions o f  
geological risks, play assignments, ond th e  distributions fo r un it thicknesses. oQ recoveries, and 
productive acres (or trr.pfUl).

•

Geologic R isk . G eo log ic risk played a  m ajor p a rt In a  PR E ST O  assessm ent and was th e  most 
subjective o f  th e  inpu t param eters. In (he 1937 resource assessm ent, A N W R  was stud ied  as a 
separa te  basin and considered a fron tie r area. U sing o th e r fron tie r a reas as analogs, a  rule-of- 
thum b app roach  w as used in determ in ing individual p rospect risks. N o prospect was considered 
to  have a  risk o f  less th an  90 percen t, U .  no  pro spect cuuid have a  probability o f  success o f 
g re a te r th in  10 percen t. This app roach  assured th a t th e  PRESTO -generated  probabilities o f 
econom ic tucccss would be  consisten t w ith o th e r fron tie r on sho re  a reas o f  th e  U n ited  S tates. 
However, reviews o f  th e  A N W R  assessm ent by th e  N ational A cadem y o f Science ond th e  
D ep a rtm e ir o f  Energy  suggested th a t this assumption led to  con tervaiive resou rce estim ates and  
un realistic  illy low probabilities o f  success.

T h e  cu rren t resou rce  u p d a te  used th e  regional p e tro leum  geology study, Including th e  add itional 
well d a ta  and  th e  in te rp re ta tio n  o f  reprocessed seism ic data, to  develop an  im proved 
understand ing  o f  th e  stro tig raphic fram ework o f  th e  1002 and su rround ing a rea . W ith  this 
in fo rm aticn . H app ea red  m ore app rop ria te  (o co ru ider th e  1002 a rea  as p a rt o f  th e  N o rth  S lope
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oil province, ra th e r  th an  a t a runk w ildcat fron tier area, w ith A N W R  th e  m iddlo section bolwoen 
th e  P rudhoe  Boy u rea complex and th e  discoveries in th e  M ackenzie D e lta  a re a  (figure 2). In 
th e  N o rth  S lope province, hydrocarbons w ere though t to  h ave  been  g en e ra ted  ond trapp ed  by 
o variety o f  m echnniim t w ith th e  probability o f  an  oil o r gas show  being very high. T herefo re , 
th e  probability o f a new  oil o r gas discovery under th ese  conditions was considerably g re a te r than  
repo rted  In 1987. Consequently, th e  PR E STO  inputs and th e  geologic p rospect risk developed 
in 1991 re flec ted  this situation, resulting in lower prospect risks and a re a  risk. E ach  prospect in 
th e  1991 assessm ent u p d a te  was stud ied individually, and each  had  a  risk com puted  for it derived 
from  th e  USOS/BLM play risks and  th e  BLM  seismic risk. T h is allowed PR E ST O  to  ca lcu la te  
a conditional econom ic probability for each  prospect and elim inated th e  prev ious c o n s tra in taa

• As in th e  1987 assessment, this analysis assumed a dependence  be tw een  prospects. Assum ing 
com plete independence implies th a t ail o f  th e  prospects in th e  a re a  would b e  te s ted  in th e  course 
o f exp loration w ithou t inco rpo ra ting  th e  acquired geologic in fo rm ation  th a t becam e available as 
th e  exp lo ration p roceeded . O bscrvotionr o f drilling activities on  th e  N o rth  S lone and  th e  cu rren t 
know ledge o f  Use geology o f A NW R, resu lted  In an  ag reem en t w ith th e  1987 assessm ent th a t 
only 4 to  6 prospects would be tested  in th e  1002 a rea  to  d e te rm ine  its econom ic viability. 
P rospects te s ted  la te r  would be dependen t on  th e  results o f (he first tests.

•
P lay  A ssignm ents. Plays w ere  ex tended o r reassessed based on  well data, seism ic d a ta  ond th e  
regional geology study; po ten tia l reservoirs w ithin p rospects w ere  then  updated .

U n it T h ickness. A djustm ents w ere  m ade to  several p rospects based on  o ffsho re  well d a ta  and 
a reg ional geology study.

•
O il Recovery. T h e  oil recovery fac to r calculations w ere in p a r t based on  th e  gos-oil ra tio  
(GOR). L ite ra tu re  re sea rch  showed th a t th e  G O R  used in th e  orig inal assessm en t was 
conservative and  n o t rep re sen ta tiv e  o f tho se found on  th e  N o rth  Slope. O il recovery was 
reca lcu la ted  using ■ m ore  accu ra te  figure for G O R .

P roduc tive  A cres o r  T rap fill. Trapfill is th e  percen tag e  o f th e  maximum a re a l ex ten t o f  th e  trap  
th a t con tains recoverab le  oil o r  gas. G iven th e  maximum acreage  for a  trap , th e  tropfiH can  be 
converted  to  a distribu tion o f  productive acres. T h e re  is very little  in fo rm ation available regard ing 
trapfill. In  th e  19S71002 a u c s im c n l o f  in-place resources, a play analysis was conducted  in which 
trapfill was rep re sen ted  by tt seven po int d istribution. T h e  assessm ent o f  recoverab le  resources, 
however, requ ired  a  p rospect analy* j  and  utilization o f  th e  PR E ST O  m odel. S ince th e  seven- 
po in t distribution is n o t avaTable in PRESTO , a triangu lar d istribu tion for trepfill w ut substitu ted  
for th e  calcu lation o f  recoverab le resources in th e  1987 repo rt. However, th e  1991 upda te  used 
a lognorm al d istribu tion fo r irapfilL W ith th e  cu rren t uncerta in ly  regard ing trapfill, U was judged 
th a t a lognorm al d istribu tion b e tte r  describes field size distribu tions found in n a tu re .
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M inim um  Econom ic F ield S ite  Analysis
•»

Combining Ihc M inimum Econom ic Field Size (MEFS) with th e  reservo ir param ete rs in th e  
PRESTO  model p roduces th e  economically recoverab le resou rce estim ates. T h e  Inputs In to th e  
M EFS analysis can be  grouped into fou r categories: eng ineering and costs, taxes, 
macroeconom ics, and reservoir characteristics. T h e  resu lt o f tho  M EFS  analysis was ■ slight 
lowering o f th e  M EFS. Each prospect has its own M EFS, bu t overall th e  M EFS decreared  from  
abou t 440 million barre ls to abou t 400 million barrels. This figure Is oppllcable to  w estern 
p rospecu . T h e  eas te rn  prospects, needing a longer pipeline lo  reach TAPS, requ ired abou t 550 
million barre ls os opposed lo  th e  660 million barrels in th e  1002 R epo rt.

T h e  M EFS analysis fo r th e  1002 R epo rt was described in th e  Appendix, Econom ics o f  O il and 
Ga» P roduction from  A N W R  fo r th cD c lc rm in a tio n o f M inimum Econom ic Field Size, by Y oung 
and H au se r (1986). In  1990, th e  D eportm en t o f Energy’s (DOE) Id ah o  N ational Eng ineering 
1 oboratory (INEL) conducted an extensive lite ra tu re  review, convened public hearings, and 
collected Industry com m cnu  for a study o f N orth  Slope oil and gas developm en t po ten tia l. This 
included an exam ination o f  po ten tia l development in th e  1002 area. T h e  d ra ft o f  th is study was 
published in August 1990. T h e  BLM Alaska S ta te  O ffice reviewed this repo rt, com pared it w ith 
in ternal inform ation, and  followed ir w ith a survey o f  com panies opera ting  on  th e  N o rth  S lope 
to  resolve Inconsistencies and ob ta in  industry com m ents on  specific d a ta  and conclusions 
p resen ted  in th e  DOE/INEL d ra ft r e p o r t

E ng ineering  and  Costing. Engineering on th e  N o tth  S lope since th e  1002 R epo rt analysis has 
b een  m ore evo lu tionary than  revolutionary. T h e  1987 1002 onolysis had  been  m odeled a fte r th e  
K uparuk  field developm ent. T h e  1991 analysis inco rpo ra ted  m ore re cen t developm en t such as 
a t th e  End ico tt and M ilne Po in t fields which have dem onstra ted  fu r th e r rcG ncm enu  such os 
smaller pad sizes th a t slightly lowered costs and decreased  env ironm en tal impacts. E nd ico tt is an  
o ffshore field developed on  gravel islands w here space is limited; M ilne Po in t is • small Geld 
no rth  o f  th e  K uparuk field.

•
T he  m ajor eng ineering ond costing assumption inco rpo ra ted  in to  this analysis is th e  stand-alone 
assumption. This m eans th a t developm ent o f  any prospect must cover all th e  costs o f facilities 
and tran spo rta tion  requ irem en ts by itself. In o th e r words, th e re  is no  cost sharing considera tion  
for multiple Geld development, e ith e r sim ultaneous o r seq u en tia l This assum ption was used in 
th e  1002 R epo rt. T h e  DOE/INEL study repo rted  tests o f  some hypothetical examples o f  multiple 
small discoveries and  no ted  th e  resu ltan t impact o n  m inimum econom ic Geld sizes. This requ ired  
them  to  m ake assum ptions as to  which p ro specu  and under w hat conditions th e  p ro sp ecu  could 
shore cosu, which generally a ro  unreliable and  tend  to  be  very  subjective. T h e  1991 upda te  
focused on  Gelds w ith sufficient significance to  justify initial developm en t in th e  1002 area. 
A lthough sm aller fields would be econom ic as a  result o f  this developm ent and  would likely be 
developed later, they a rc  no t Included in th e  resou rce assessm ent. T h e  eng ineering and  costing 
focused on m inimum econom ic field sizes since PR ESTO  only requ ires th e  use  o f  th is th resho ld  
Geld size.

Exploration assum ptions did n o t change from  th e  1002 R eport: o n e  exp lo ration well drilled in to 
the  crest o f th e  p rospect th e  year a fte r leasing, followed by two delinea tion  wells each  o f  th e  next
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3 years Into th e  d eepest po rli o f  th e  prospect. Since th e re  was little recen t d a te  Available on 
N orth  S lope exploration,' particularly in rem o te  areas, th e  D OE/INEL Jtudy estim ated th ese  costs 
based on th e  1002 R ep o rt exploration costs. However, B LM ’s la te r survey o f  Industry Indicated 
th a t this estim ate  was to o  low. This re sou rce  assessm ent used a cost function oascd on th e  
industry survey ond was consisten t w ith th e  cost o f drilling th e  K JC well on  N ative lands within 
th e  1002 area . T h e  BLM  will con tinue to  ga ther eng ineering ond cost in fo rm ation re la ted  to  new 
technology, and will consider them  in any fu tu re  updates.

T h e  DOE/INEL study con tained  an  extensive review o f p roduction  facilities ond the ir costs. T he 
facilities a re  sim ilar to  tho se  used in th e  1002 R eport, and  tak e  in to  accoun t im provem ents in 
th e  foo tp rin t and cfOdency. T he  D O E  concen tra ted  on  th e  cost savings from  fod lity  sharing. 
W hite this Is o f  in te res t w ith regard  to  la te r developm ent o f  sm aller ad jacen t Gelds, th e  p resen t 
resource assessm ent is primarily concerned w ith initial developm ent. T h e  D OE/INEL estim ated 
a cost su rcharge o f IS p e rcen t for th e  first development in a rem o te  o rca. T ire BLM ’s industry 
survey concu rred  w ith D O E 's estim ates for fodlitics costs.
•

T he  eng ineering o f  d evdopm cn t drilling has changed little  from the  1002 R epo rt. In bo th  th e  * 
D OE/INEL study and this resource assessment, th e  num ber o f  welts requ ired  is still calculated 
os before. T h e  D OE/INEL hypothesized d ifferen t ca tegories o f developm en t based on  field rizc. 
F o r fidd s relevant to  th e  M EFS analysis, D O E  used th e  sam e developm ent schedu le as the  1002 • 
R eport, Lc^ 6 years o f  d ev dopm cn t drilling w ith p roduction starting in th e  5th year o f  
d ev dopm cn t and production peaking th e  y ear a f te r com pleting th e  development. T h e  BLM's 
industry survey strongly ind icated th a t this was too  long as It should be  only 5 years o f  drilling 
with production sta rting  in th e  5ih year and peaking th e  following year. T h e  costs o f  developm en t 
prpvided m o re  d isagreem ent. T h e  D O E  estim ated a cost function for d ev dopm cn t drilling based 
on actuol costs in existing fidds, dem onstra ting how  costs have declined dram atically over th e  
past decade. However, D O E  f d t  th a t these  costs would no t apply to  a  rem o te  a rea  such a i  th e  
1002 a rea  and revised th e  1002 R epo rt cost functions, essentially elim inating th e  cost reductions 
gained in th e  past decade. T h e  D O E  then  applied a learn ing curve to  reduce costs by one*holf 
over 5 years. Industry  strongly d isagreed with these estim ates, indicating th a t th e  la test advances 
used a t E nd ico tt and M ilne Point f idd s would also apply to  1002 developm ents. C osts would 
initially be som ew hat h igher th an  in existing fields, bu t would quickly d rop  as in fras tru c tu re  was 
built up  and th e  o p e ra to rs  becam e fam iliar w ith A NW R. *11)01, a t d ep th s to  fifteen thousand 
feet, th e  esu'mated costs w ere much less than  th e  D O E  costs, In som e cases w ere  as low  as one* 
h a lf th e  D O E  c o s t  A t d eep e r dep ths costs in a c a s e d  rapidly, app roach ing D O E 's costs a t a round  
tw enty thou sand  feet.

Based on  th e  DOE/INEL study and  th e  concu rrence o f  industry, th e  estim ated  production 
schedu le w u  sim ilar to  th a t in th e  1002 R epo rt except th a t th e se  small fields would have a IS 
ra th e r th an  a  12 pe rcen t annua l decline. This assessm ent used two re finem en ts in eng ineering 
th a t w ere in troduced  in D O EA N EL 't N o rth  S lope study: using th e  increasing w ater cu t ar.d th e  
decline io tho  num ber o f  active producing weUs. W ater cu t b  th e  percen tag e  o f fluid prod action 
th a t is w ater. As a  field is depleted, th e  w ater cu t increases. A t th e  s ta r t o f  production, it is 
assum ed th a t 40 p e rcen t o f  wcUs drslled a re  used for injection. As th e  reservoir ge ts dep leted .
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some p roduction wclli o re convened  to  Injection wells. T h e  w a te r cu t Is used in calculating 
opc'oMng costs, while the num ber o f active producers Is used in th e  severance tax calculation. 
Analyzing th e  existing Helds on th e  N orth  Slope, D O B  ob ta in ed  a m o re  accu ra te  rep re sen ta tio n  
o f  production costs based on to ta l Quid production ra th e r th an  oil production . Industry  concurred 
with these costs ond they w ere used In this resource assessm ent.

T he  D OE/INEL reviewed th e  th re e  com ponen ts o f tran spo rta tion  costs; a pipeline from  A N W R  
to  TAPS, a ta riff fo r using TA PS to  Valdez, and tankcring  from  V oldez to  th e  low er 48. T h e  
TA PS ta riff is com parab le to  th e  num bers in th e  1002 analysis. T h is assessm ent used th e  sam e 
sp read shee t used by the S ta te  o f  A laska to  estim ate  fu tu re  tariffs, including th e  costs o f  
corrosion ab a tem en t and increased oil spill response capability. T he  D O E  found th a t th e  average 
tan k e r cost was less th an  th a t used i"  th e  1002 R epo rt du e  to  a h igher p ropo rtion  going to  th e  
W est C oast ra th e r  thun  th e  G u lf C o a s t  T h e  D O E  did no t have d a ta  to  up d a te  th e  costs for th e  
pipeline from  th e  1002 a rea  to  TAPS and thus used th e  function from  th e  1002 R epo rt. 
Huwcvcr, industry strongly d isagreed w ith this estim ate. Based on  th e ir own Inlcnio! stud ies o f 
a pipeline from  th e  1002 a rea  to  TAPS,' industry provided th e  lower cost estim ates used in this 
resou rce estim ate. • * *

T h e  stand-alone assumption and th e  facilities and  A N W R  pipeline costs a re  th e  prim ary facto rs 
fo r determ in ing th e  M EFS. T h e  developm ent drilling costs also becom e a m ajor fac to r fo r every 
deep, low yield prospect.

Taxes. Several ehangcs have occu rred  in tuxes since th e  1002 analysis. T h e  F edera l tax code has * 
chimged bu t generally  had little  effect. Assum ing developm en t by a m ajor oil company, th e  
modification o f  th e  tax deductions is offset by th e  reduc tion  in th e  co rp o ra te  tax ra te . T h e  
m inimum tax provisions w ere assum ed to  have no  impuct. T h e  S ta te  a lte red  its seve rance  tax by 
r in tn g  th e  tax fo r very large fields. S ince this analysis is looking for th e  m inimum  econom ic Held 
size, this change had  only a m arginal impact.

•

M acroeconom ics. T h e  m acroeconom ic assumptions covered four a reas: d iscount ra te , oil prices, 
th e  ro le  o f  n a tu ra l gas, and  inflation. T he discount ra te  used in th is assessm ent was th e  sam e 
used by Young «r.d H au se r fo r th e  1002 R eport, i.e^ a rea l after-tax ra te  o f 10 percen t. T h e  od 
price scenario  used was th e  D O E  N ational Energy S tra tegy R e fe ren ce  Case. T h is resu lted  in a 
lower price schedu le th an  th a t used in th e  1002 R eport, bu t was c loser w hen tak ing in to  accoun t 
th e  delay in open ing  th e  1002 a re a  o f  A N W R. N atu ra l gas was still assumed to  be  uneconom ic 
fo r pu rposes o f  estim ating th e  M EFS  due to  th e  uncerta in ty  o f  available tran spo rta tio n  ond th e  
huge reserves a lready  available on  th e  N orth  Slope. A lthough th e  gas even tually  may b e  
developed, th e  decision to  develop th e  1002 a re a  in th e  next 10 years will n o t d ep end  on th e  
developm en t o f  na tu ra l gas resources. Inflation is assumed to  average four p e rcen t a  y ea r ra th e r 
th an  th e  six p e rcen t used in th e  1002 R epo rt. This figure it com parab le  to  in fla tion ra te s  used 
in th e  D O E  rep o rt and long range analyses by d im s as DRl/McGraw-HitL S ince inflation was 
inco rpo ra ted  in cost and price escala tion os well as th e  nom inal d iscount ra te, th e  im pact on Use 
M E FS  was m arginal. T he decline tn th e  price estim ates was o ffse t by th e  decline tn th e  costs, 
resu lting in th e  low er MEFS.
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Reservo ir C ha ra c te r is tic s  T ho  reservo ir param eter* previously described w ere used in 
estim ating lire M EFS. F o r each  prospect, a risk-weighted av e rtg o  oil recovery fac to r was 
calculated, cond itioned on th e  existence o f hydrocarbons in th e  prospect. In  testing a resou rce 
size for th e  M EFS, th e  average recovery was used to  calcu la te th e  n um ber o f  acres requ ired  to  
contoin oil. I f  th e  acres requ ired exceeded th e  a rea l ex ten t o f  th e  prospect, th en  th e  maximum 
productive ac reage  was used, increasing th e  recovery fac to r to  th a t necessary  to  yield th e  tested  
resource size. T h e  ncrcago In tu rn  de term ined th e  num ber o f  wells n eeded  to  develop tho  
prospect.

PRESTO  I I I  Analysis R esu lts

T h e  results o f  this new  study show  th a t a t th e  mean, th e re  a re  3.57 billion barrels o f conditionally 
econom ically recoverab le  oil resources fo r th e  1002 a rea  w ith a m arginal probability o f  econom ic 
success o f  46 percen t. T h e  la rge increase in tho  marginal probability was duo lo:

1. Adding a  rese rvo ir to  som e o f th e  prospects which m ade th e ir  econom ic probability 
g rea te r,

2. Increasing th e  num ber o f m apped prospects;

3. N o  longer considering th e  1002 a rea  as a fron tie r a rea  fo r oil exp loration and  n o t
constra in ing th e  individual prospect probability o f  success; and

4. H aving a slightly sm aller econom ic field size.

C onclusion
• • • •

M ineral assessm en t is a dynam ic process. As new  in fo rm ation becom es available, it will be
necessary to  review  prev ious assumptions and models and, if necessary, m ake ad justm ents to
previous assessm ents. T h e  BLM  has gained considerable experience and im proved its expertise
in analyzing th e  com plicated foreland fold and th ru tlb e lt type geology which exists in ANW R.
T he  1991 A N W R  assessm en t upda te  has reaffirm ed th e  previous re sou rce  estim ates and
increased th e  confidence th a t these  resources will be found. This confidence level is re flec ted  in
th e  increase in th e  m arg inal probability from  19 pe rcen t to  46 percen t.
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House State Affairs Committee 
Representative Gene ICubina, Chair
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Date Referred: March 13, 1992 FURTHER REFERRALS:

Dale cif Committee Action: 3 f t $ j4.*- 

Ilic STATE A M ;AIRX Committee considered: 

H O U S E  m i x  NO. 5(17

U1LW

L B C  A N N E X A T I O N  PROPOSALS

" A n  Aci relating lo certain annexation p m p o v i U  submitted by ihc Local Boundary Co m m i s s i o n  lo the 

legislature."

RECOMMENDATIONS: 
be replaced w ith_______

I | the same title 
.1 | a fl£w title

| | have attached amendment^*) 
[r ) do paw 

| | do not pass 
| ) no recommendations 
| ) individual recommendation*
| |  additional referral to th e ____ Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): ^

( ) fiscal impact_________________________

APPROVES PREVIOUS:

| | fiscal note(s)______

( ) ££££ fiscal note tr | £22 fiscal noted)
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M a r c h  20, 1 9 9 2

The Honorable Cane Kublne. Chairoan State At fait a Cuawittee kooo 102 State CapitolJuneau, Alecka 99191-1112 
II: HI S07
Dear lepretentetive Kublnai
I regret that 1 u* unable to be preaent at the March 2) llouat State Attain Coo«ittee hearing on HI S07, lltata accept thia letter in lieu of my direct 
teatloony.
7he Local Soundary Coaatitaioc oppotea Ml 507. The Conolaaloa carefullyconeidarad thia bill at Ita seating of March 17.
The legieietion -ovld reatrict the Ce*t*iaaion‘a authority to grant a deterredeffective date for certain annexation*. Although aeldor ufed. thia authority haa been vitally ioportaat in carrying out the dutiea of the Coomitalon.
Curing ay 12 yeera on the Cooalaaton, deferred aaoexaelona have been grantedonly twice. la 1914. the Cc**iasloa approved e 2 year defarrad annexationallowing ceaidenta of tha City of Keioet and the Halrsat Borough to coaaldar unification of their two governments. The only other tl»e was the recentanaexetioa of the Cieer.a Creek Mine to Juneau.
Mltb raapact to the Juneae annexation, tlie Co*e*iaalon could have wted the atep annexation ptoceea aat out lo AS 44.47.S4?(b)(2) to accomplish itaobjective*. However, the lav ia urittee la a nanaer which regulraa resident voter* to approve atep annexation. The territory In guectlon ia uninhabited.
Aa a prtfarred alternative to HI 507. the Conmlaaloa urge* the Houae State Affelre Committee to autend AS 44.47.SSf(b)(J) to peinlt atep anaexatlet of uninhabited tectitory. Me believe it would be wrong to begin to createartificial ceaatralata to tho aaorclaa of dwtlaa of *he Constitutionally-baaed 
Local boundary Cewutiloa.
Than* you for yeur consideration.

Sincerely. i r f ^

Charles I. lettlavorta 
(kalraaa
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Ijousr of {Uprrsrntfitibrs

MEMORANDUM

TO: R e p re se n ta tiv e  Cano Kubina, Chai 
H o u b o  S ta te  A ffa ire  C oaaittva^

FROM: R e p re se n ta tiv e  J e r r y  Mackie

DATE: March 18, 1992

RE: S cheduling  o f MB 507

HB 507, r e l a t in g  to  c e r t a in  an n ex atio n  p ro p o sa ls  s u b a i t te d  by 
th o  Local Boundary C o aa iss io n  to  th e  L e g is la tu re ,  has boon 
r e f e r r e d  to  your c o n a i t to e .  Z r e s p e c t f u l ly  re q u e s t a h ea rin g  
on t h i s  b i l l  a t  your e a r l i e s t  conven ience.

I aa  a t ta c h in g  a copy o f ay sponso r o ta te n e n t on HB 507, along  
w ith  th e  n ec essa ry  backup a a t e r i a l s .  P loaso  c o n ta c t se  i f  you 
need any a d d i t io n a l  in fo rm a tio n .
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□ cOKlWPUMQMAiJ ALASKA H ifK JM

C  AO M l HQl« rn»U« ALASKA tTWAJ*J 
m m  r*r,u; >» M

July 31, 1990

□ <001N0*iXITMCCTlU(T«O9 
fA * t*M *3  ALAIXA M O M * 4$  
phohc fw)4»i ro*

□ l»0«OK<l M w (A U lM t rU « < i  r»o«t f*7n*4>ui/

REC ElVED 
AUG 3 890

C B J  . D E .°r

He. John CorsoDeputy AttorneyCity and Borough of Juneau15S South Seward Street *Jur.cau, AK 99801
Dear Mr. Corso:
You recently inquired about stop annexation and the option to defer tho effective date of annexation in regard to tho Greons 
Crook Mine.
We bolieve that tho Local Boundary Coaaission has the authority to delay the effective date of an annexation. In a January 17, 1934 opinion (copy enclosed). Assistant Attornoy General Janos 
L. Baldwin concluded:

We believe the provisions of section 12 (Article X of the State Constitution) do not restrict the po*. : of the local boundary ccaa'soion to delay the operative date of tho boundary change. . . .
There is no express provision in either the statute or the regulations dictating the tine that a boundarychange Is to becoae operative. Therefore, the only restraint on the agency's cholco of annexation sethod is the requironont that there be no abuse ofdiscretion.

We are uncertain, however, whether the option of step annexation would be appropriate in this instance. Laws allowing step annexation were enacted as an alternative tolsaediate annexation. The step annexation provision allows for gradual asslallatlon of contiguous areas into a auniclpallty where direct annexation would be premature or iapractlcal. We ate unaware of clrcuastances which indicate that it nay be"presature or iapractlcal" for direct annexation of the Greens Creek Nine to the City and Borough of Juneau.

r —   1I  atxxcuiY axxuatios l x r v n x m o x  3

EXHIBIT A



Hr. John Corso July 31. 1990 Pago Two

Further, laws regarding stop annexation provide only for thoannexation to a city of contiguous territory "upon a majority approval of the voters of the contiguous area to be annexed . .(nee AS 44.47.567(a)(4), AS 44.47.567(b)(2) and 19 AAC10.740 - 790). Whether a unified municipality could annex anunpopulated area using this method is unclear.
If you wish to further consider the option of step annexation, we would appreciate tho opportunity to discuso the natter with you. Please contact Dan Bockhorst or myself.

enclosure: January 17, 1984 memorandum from James L. Baldwin
cc with enclosure:
Tho Honorable Bruce Botelho, Mayor, City and Borough of Juneau Konbers of the Local Boundary Commission Marjorie Odland, Assistant Attorney General

Sincoroly,

Director

EXHIBIT A



M E M O R A N D U M S t a t e  j f  A l a s k a

Janu.uy 17, 1984

465-36C0
Delaying effective date of boundary change

You have asked us whether the local boundary commission can validly delay che effective dace of a boundary change for two years, contingent on the holding of an election for the unifica­tion of the Borough and City of Haines. The answer is yes.
Article X. section 12 of the Alaska Constitution pro­vides for the establishment of a local boundary coroission, which may present a proposed boundary change to the legislature within the first 10 days of the session. Section 12 provides, "(c)he change shall bocome effective forty-five days after presentation or at the end of the session, whichever is earlier, unless disap­proved by a resolution concurred in by a majority of the members ' of each house." AS 64.67.503 repeats essentially the sacu lan­guage: "the change becomes effective 6S days after tho presenta­tion ...."
An examination of the minutes of the constitutional convention shows that the wording of section 12 was not intended to set a definite date on which the boundary change was to physi­cally occur. 6 Proceedings of the Alaska Constitutional Conven­tion 2750-2753 (Jan. 20, 1956). Rather, the language was in­tended as a limit on the legislature's power to disapprove a pro­posed boundary change.
At the convention, an acendmcnt was introduced which required active legislative approval of a pmposad boundary change. The delegates discussed tho merits of permitting the proposed change to occur without legislative intervention, and rejected the amendment. 4 Proceedings et 2751. Xc is cleer from comments made during floor debste that thu delegates' main con­cern was the potential for delay cauaed by conditioning a boun­dary change on legislative approval. A delegate noted that a boundary change could be "difficult to get through 1 *C is going

'o Jim SandersLocal Boundary Commission

Norman C. Cor such Attorney General

L. Baldwin Assistant Attorney General Governmental Affairs-Juncau

By: Tran Bremer, Legal Intern Governmental Affairs-Juncau
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Jim SandersLocal Boundary Commission January 17, 19C4 *
Page 72

Co affect somebody's constituents." Id. Others noted chat changes must be submitted to the legislature "but in the press of business ... they may not get around to consider such little things as a minor boundary change ..."  and chat "this little boundary adjustment will go from session to session ... because they won't have time to nake it approved." Id. The 45-day limit on the legislature's power to disapprove avoIHed the possibility that the boundary chango cou'd go ’'from session to session" with­out being decided. See also A.L.I.V.E. Voluntary. 606 P.2d 769 (Alaska 1980)(discussion or article X, section 12 in terms of the power of Che legislature to veto executive action).
We believe the provisions of section 12 do not restrict the power of the local boundary commission to delay the operative dace of the boundary change. Alaska courts have recognized that annexation decisions involve policy choices chat are incapable of judicial resolution. Port Valdez Co.. Inc. v. City of Valdez.522 P.2d 1147 (Alaska 1974) i U.S. Smelting. fteiln'ing & Mining Co. v. Local Boundary Comn'n. 489 P.id 140 (Alaska 1971)“ The local boundary commission was created to provide an expert and experi­enced agency to make these policy choices within the guidelines sec out by law and regulation. Sec Town of Stillwater v. Minn. Municipal Cosa'n. 219 N.W.2d 82,“HT (Minn. 1974)(commenting on the Hinnesoca Municipal Commission, whose structure and function is similar to that of the local boundary cocmis&icn). According­ly, the statutory scheme grants Che commission broad cower in matters affecting local boundaries. AS 44.47.565 -- 44.47.583. There is no express provision in either the statute or the regu­lations dictating the time that a boundary change is to become operative. Therefore, Che only restraint on the agency's choice of annexation method is the requirement chat there be no abuse of discretion. Port Valdez. 522 P.2d at 1151. The commission's decision to allow a two-year delay was a reasoned choice between the competing objectives of encouraging cooperation between the city and borough, and chat of settling boundary questions prompt­ly to facilitate planning and assure responsiveness to current conditions. The commission's choice of method -• to delay the operative dace -- is analogeous to an agency's power to delay the effective dace of a regulation under AS 44.62.180(4). Wc. there­fore, conclude that the commission has the power to delay the operative dace of the annexation for two years.

F3/pjg
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•o Î rc7 Rutherford, Dirt-eccr ŝ rt July 2 2 , 2905liuni ipal & Pegioncl Assc. Civ.Dept. of Community ft Regional '*1*0 266-034-36Affairs ?lûOMin» iS5-:ACC

Harold M. Brcvn v-s.tcr i:c authority so de-Acrorney General each xn area frcn an
o rg an ized  borough

3y: Jonathan 3. Rubini
A s ilic in c  A tto rney  G eneral 
G cvem rar.cal A ffa irs - J u n ra u

orjr.r.izcd borough if. bur only if, rho area co bo decached ia includec vichin a ntvly-forced borough. Upon your request ro expedite cur review of chis merer, ve seared our oral advice char che Z.3C dots enjoy the requisite legal authority. We brief­ly sec out our views below.
We are advised char rhe North Slope 3orough presently

Dosracier of a new borough onccrpascing the ffRXA Regicnc! Ccrpora- ticr. territory.
Article T., section 12 of the Alaska Constitution pro­vides for the establishment of the 1.3C, and furthor directs the L3C to "consider anv proposed loccl government boundary change." (Imphasis added.) Boundary chances approved bv the 13C are pre­sented to the legislature and "shall becomo effective forty-five days after presentation ... unless disapproved by a [concurrent resolution]
We have previously stated our view that the L3C enjoys broad, inherent legal authority in the discharge of its constitu­tional and statutory obligationa. 1962 Znf. Op. Ate'y Gen. (J66- 5S5-C2; Oct. 23) (copy attached). Our conclusion in this regard reflects the serio* of Alaska Supreme Court eecislor.s which re­flect the court*s defarencu to reccna»«ndaricnt and procedures adopted by che 1.2C. Cee Port Valdez Co. v. Clc** of Vxldet. 522 r.Ib 1147’ (Alaska 29/«• s i deseu'v. o; Lc.icnenaa. £37 ?.Id 150 (Alaska 1963); rcirview »,ua*tc ::i;iSict district 'Number 0 v. Citv of Archarate. ,oo t*..c sac u.:as>;a i : o u .  Cecau is par­ticularly i.iuminacTng, sicca ir. chat case the court explicitly uocao tuct tho L!C er.jeys the authority co dissolve a city not­withstanding tho absence of express statutory outherit" to do ao.
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The imecieea question Is uhachcr che constitutional effective u-.c provision precludes :hn 12C ?i«eetitaclou of « qualified boundary change, char it, a proposal vhich take* efrcct 
i z  scse pcir.c -- and for scce reasons --'unrelated co che iS-cjty provision. In k c ic  instances, cha affirmative ecsian c2 the leg­islature is required co initiatt legislative action. Ir. this in­stance. as In cha case of legislative ravisv oil executive orders under article III, section 2J, che cor.scituticn uniquely author­ises legislative "approve!" through inaction. The provision re­flects deference co che L5C ant. a desire ce ccnpul expeditious legislative attention to a L2C proposal. The constitutional pro­vision should not be construed as a substantive licit co * the ocher/ise broad delegation cf legislative covers to the 12C. Indeed, the effective cate provision is ao: necessarily ir. con­flict viua the broad authority of che 13C. Vitved properly, the effective date clause relaces to the I2C proposal, r.c: the under­lying boundary change. Were che L2C to eatrely* its inherent au:
?* .submission unless cisapp:ingly, ve believe that the L2C en'oys the legal authority co pre­sent s qualified proposal to che legislature.

.•/eng councary cninge. w*re cne icu to tuercu* etc inaerenc Luthcnty to present a Qualified proposal to the legislature, che jroposai -- as qualified by che L2C -- c«k«s effect 1$ days attar lubuiasior. unless disapproved bv concurrent rasviuelon. Accord-

I.'a further note chit regulations adopted by tho 12C further cor.rim the authority to present a qualified prctossl. 19 AAC lC.liC(b) providest
(b) If, in fulfilling che requirtcent of (a) of chis section, che petiticr.ers have proposed the incorporation of a new municipality, che ccmsis- sion will, in its discretion, condition approval of tho detachment upon voter epprovel of she in­corporation proposal.

^ ^ a e S W e W i l  w e*u  e  e e i v  *•••'* - , ■ -:ion upcn the subsequnr.t incorporation of s MV -cro-j.-.. see 1982 Inf. Cp. Act'y Gen. CJ66-335-SI* Oct. 15). *««
!.S . Cneltinc. Fefinlnc cr.c hinine Co. r .  lo c a l Scvncarv coca r..
.Jt 7f:c liC iolaaka iWii. --------

11 you have any ocher qû rtlcns. please feel free tccall.

L-.c.
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DCRA bQlievos that immediate annexation of tho territory is warranted for tho following reasons.
1. Territory CurientlY-Jlegtls CDJ Services
The LBC concluded in its written statomont of decision concerning the CBJ annexation adopted October 8, 1990, that:

The aroa is in need of municipal services which tho CBJ can provide more efficiently than another municipality or the State. Thus, tho standard set out in 19 AAC 10.190(a)(3) is satisfied. This conclusion is based upon the following findings.
While the area has no permanent residonts, it is a major industrial site in close proximity to Juneau. Mora than 200 individuals reportedly work at the Greens CreeK Mine. All of these individuals are believed to reside within tho boundaries of tho CBJ.
Tho CBJ would provide tho following direct services to he area upon annexation:

n addition, services delivorod by tho CBJ in othor ocations, but availablo to tho workers in the annexed roe include:

Thusunfu

emergency polico servicos (offorod in a limitedcapacity and only in emergencies);search and rescue;omergoncy medical services;planning, zoning and coastal management;tax assessment and collection; andbuilding inspection.

Juneau public school system; Juneau International airport; Juneau hospital;Juneau harbor facilities; social services;-er rles;»*ies;ation facilities; and 9*.«8< urns.
the f.BC has concluded that there are presently [filled needs for municipal servicos in the urea proposed for annexation. KGCMC officials dispute this finding of tho LDC. In their comments of April 15. 1991 (see appendix), Mr. Clark states:

There is not a single service that the CBJ can offor that Greens Creek ‘needs*. The silne is coŝ letely aulf-sufficient and has its own emergency responso

13-



team for medical problems. 'With respect to support services for mine employees, the mine employees pay for those services through their own taxes.
The Department's argument goes on to state that KGCNC has a need for planning and zoning and coastal management, tax assessment and collection, and building inspection. Those aro tho very problems associated with annexation that both the CBJ and KGCMC are seeking to avoid by deferral and thus, tho statement is ludicrous on its face.

Mr. Clark seems to suggest that tho mine should bo viewed in an isolated fashion — totally separate from the community of Juneau. In DCRA's view, KGCMC "needs" tho sorvices of tho CBJ because it requires an educated, healthy, protected workforce — one which travels to and from work on roads maintained by the COJ and uses other facilities and servicos of the CBJ.
While the Groens Creek Mine may have its own emergency response team, any injured worker requiring serious medical attention is likely to receive such at tho Juneau hospital. Regardloss of the extent to which the mine endeavors to be self-supporting, any calamity of the mine site would likely require direct services from tho CBJ (police. EMS, search and rescue).
Arguments that residential property and sales taxes pay an appropriate share of the costs of providing services to local residents are unporsuasivc. The 1990 taxable value of residential real property within the boundaries of the CBJ amounted to only S0.7\ of the total taxablo property in tho CBJ ($609,218,700 of $1,200,903,075 - source: State Assessor).

mThus, the territory proposed for annexation is in need of servicos and it is appropriate that all taxable properties within the CBJ contribute to the financial support of tho local government.
2 .  L a w  C o n t e m p l a t e s  I  " m e d i a t e  A n n e x a t i o n

The LBC's standards for annexation to boroughs (19 AAC 10.200) require that:
Tho commission will not approve an annexation unless the annexing organized borough demonstrates to the satisfaction of tho commission that it is capable of extending and willing to extend services to tho annoxod area in accordance with this subsection. If possible, areawide and non-aroawido borough services shall bo extended to the annoxod area immediately. . .

The L8C formally concluded in its October 8. 1990 statement of decision that "the CBJ is capable of extending and willing to extond areawide services to tho 140 square milo area proposed for annexation In accordance with 19 AAC ]SL2SJl>m DCRA is



unaware of any circumstance which suggests that it is not possiblo to extend immediate servicos to the Croons Crook Mina upon annexation. As such, the LDC's regulations contemplate that annexation occur immodiatoly.
LL C O N C E R N S  O V E R  D U E  PROCESS

Mr. Clark indicates in his comments of April 15, 1991 that"KGCMC has previously asserted and continues to assort that theLBC did not have authority to approve tho application forannexation after it was withdrawn by tho CBJ Assembly on July 13, 1989".
DCRA and the LBC have taken every conceivable moasure to ensure the rights of KGCMC in this matter. Tho reconsiderationprocess has followed all of the steps which would be required of a now petition.
Mr. Clark's comments of April 15 conflict with testimonyprovided lo tho Commission in November (see apperdiz). TheNovember testimony states on page 5:

Greens Creek urges the commission to grant its request for reconsideration because tho proper measure of due process has not occurred to date. In order to rectify the situation, the CBJ petition with tho 1994 deferred offoctivo dato should bo noticed and the LBCprocedures begun anew. This would give all interestedparties tho opportunity to submit tostimony on the issue and allow tho commission to make an informed decision, (omphasis added)
Tho concerns expressed by Mr. Clark last November were fully addressed in the procedures used in the reconsideration DCRA believes thot these procedures are in substantial compliance with all applicable requirements.

S E C I I C M  I I I  - C Q H C L U S I Q I i S .A U D .R S C C S M S l i D A I J L C M

Tho CBJ initiated its potition for annexation in May of 1989. That annexation, which might have boon implomontod as early as March of 1990, was dolayod by one year as a result of tho modol boundaries projoct. Tho annexation was delayed an additional year as a result of the current reconsideration proceedings. The earliest that tho annexation could now bo implemented is March of 1992. Tho Greens Crook Mine has already gained nearly one million dollars In tax relief.
The DepartMont does not holiovo that further delay in tho annexation of tho Croons Crook Mino is warranted. This position is based upon the following:
* The LBC has formally concluded that the Greens Creek Mine is aiMcntly in need of municipal services.



* Standards for borough annexation contomplato tho iianediJLJLfi extension of services to newly annexed areas.
" The taxes and rogulatory burden placed upon tho GreensCreek Mino are not unreasonable when viewed in tho context of the size of tho mine, its impact upon Juneau and thetaxing and regulatory practices of tho CBJ.
* If tho annexation in deferred to provide financial roliefto tho Groons Crook Mino, others in Alaska ore likely to seek similar treatment. Manipulating regional government boundaries in such a fashion is counter to tho Constitutional provisions requiring boroughs to “embrace an area and population with common interests to tho maximum degree possible".
* The deferral would have adverse financial impacts on thoState.
• The deferral is contrary to the State's goal of diminishing reliance on tho State to support local services.

DCRA notes that delays in tho annexation proceedings have already resulted in substantial tax savings to the mino. The annexation might have been effected as early as March, 1990; the earliest it can now be implemented is March, 1992. Thoso delays have resulted in projected tax savings to tho mino amounting to $972,000.
DCRA does not disputo tho critical public benefit associated with ensuring the viability of the mine. However, to tho extent that deferral of taxes may be necessary to accomplish that end, DCRA stresses that the CBJ enjoys independent authority to grant full rolief from municipal sales and property taxes to the mino following annexation.
Therefore, DCRA recommends that the LBC deny the proposed deferral of tho annexation.
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LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

(9 0 7 ) 465-3867 o r 465 2450 
F A X  (9 0 7 ) 465-2029 

M a il S top 3101

240 Maui Street, Suite 500
Juneau, Alatka 99801-2)0)

M E M O R A N D U M February 11, 1992

TO:

SUBJECT:

FROM:

Effective Dates of L B C  (Work Order No. 7-LS1980)

Representative Jerry Mackic

Tamara Brandt Cook 

Director A

You have asked whether the Local Boundary Commission (LBC) may include a 
delayed effective date in on annexation proposal submitted to the legislature. It is 
not dear to me that the L B C  now has the authority to delay the effective date of an 
annexation. Article X, section 12 of the state constitution provides:

Section 12. Boundaries. A  local boundary commission or board shall 
be established by law in the executive branch of the state government.
The commission or board may consider any proposed local government 
boundary- change. It may present proposed changes to the legislature 
during the first ten days of any regular session. The change shall 
become effective forty-five doss after presentation or at the end of the 
session, whichever is earlier, unless disapproved by a resolution 
concurred in by a majority of the members of each house. The 
commission or board, subject to law, may establish procedures whereby 
boundaries may be adjusted by local action. (Emphasis added)

The legislature has included this language in AS 44.47.567, so it could be argued that 
the effective date of an annexation submitted to the legislature as a boundary change 
has been established as a matter of both constitutions' and statutory law.

It is true that the legislature has provided for gradual or step annexations for cities 
under A S  44.47.567. The Supreme Court appears to have accepted the power of the 
legislature to do so, despite the language of the constitution regarding the effective 
date of changes. fPort Valdez Company. Inc. v. Citv of Valdez. 522 P.2d 1147 
(Alaska 1974)) But it may be that the court does not consider a step annexation to 
amount to a special effective date, since the beginning of the annexation process may 
coincide with the constitutionally established effective date. In any case, it doc.* not 
appear that the legislature has authorized even step annexations for boroughs, much



—
Rcprcscntntrvc Jerry Mackic

February 11, 1992

Page 2

less delayed effective dales. There is, 1 think, al lcasl a qucslion as lo whether ihc 
LHC can, on its own initiative, provide for a delayed effective date.

TBC:mi 
92021 mai
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OFFICE OF THE COMMISSIONER
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March 9, 1992

POSITION PAPER
RE: HB 507

SPONSOR: Representative Mackie
Program Effects of Bill:
This legislation would prohibit the Local Boundary Commission (Lee) from submitting an annexation proposal having a deferred effective dote (other than a step annexation under AS 44.47.5b7 (b)(2)) to the legislature.
Comments:
In the more than 33 years since statehood, there have only been two instances where the Local Boundary Commission has submitted deferred annexation proposals to the legislature.
The first Instance involved an annexation to the City of Haines in the mid-1980's. When the LBC approved an annexation, officials of the Haines Borough asked the Comeioslon to defer the annexation for two years so that local officials could bring a unification proposal before the voters. The deferral was granted.
The second instance involved the present annexation of the area around Greens Cre*k mine to the City and Borough of Juneau. The rationale for the deferral requested by Juneau was to limit financial hardship (from taxes and municipal land use regulation) on the property owner in tho territory proposed for annexation.
In the Greens Creek annexation, the petitionerŝ consicered the step annexation process set out in AS 44.47.567 (b)(2). This option was not available, however, because the process requires approval of vote's within the territory to be annoxod and the territory in question was uninhabited. DCRA opposed the deferral request due largely to the fact that the CBJ had authority under existing law to grant tax relief. The LBC chose to approve deferral of the annexation.

n*im
c a m  r o s m o x  r*rn a p i b u l  aote



Position Paper on HB 507 March 9,1992 Page Two

HB 507 was introduced in response to the deferred annexation of the Greens Creek nine by the CBJ. While in the judgment of the Department that deferral lacked merit, there may be other annexation proposals in the future that warrant deferral.
The Department urges restraint in proposals to limit the options available to the LBC. HB 507 should be opposed unless AS 44.47.567 (b)(2) is amended in the same legislation to allow step annexations of uninhabited territory.
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SPONSOR STATEMENT
HB 507

HB 507 would p r o h ib i t  th e  Local Boundary Commission (LLC) fro a  
a u b a i t t in g  an an n ex a tio n  p ro p o sa l w ith  a d e fe r re d  e f f e c t iv e  
d o te  to  th e  l e g i s l a tu r e .

T h is b i l l  was In tro d u ced  a s  a r e s u l t  o f  th e  Community and 
R egional A ffa ire  C om m itteo 's h o a rin g s  on th e  an n ex a tio n  o f th e  
C reens Creek Mine by th e  C ity  and Borough o f  Ju n eau . When I 
read  th e  r e p o r ts  o f  th o  D epartaen t o f  C oaaunity  and R ogional 
A f f a i r s  (DCRA), and th e  d e c is io n s  o f  th e  LBC on th e  p ro p o s a l, 
ay  i n s t i n c t i v e  r e a c t io n  was to  ag ree  t h a t  d e lay ed  e f f e c t iv e  
d a te s  a r e  n o t good p u b lic  p o l ic y .

On S ep te a b e r  6, 1990, th o  LBC s ta te d  th a t  th e  d e fo rre d  
e f f e c t iv e  d a te  s e t  poor p u b lic  p o lic y , would a llo w  an 
o rg an ized  borough to  Nlo ck -u p " p a r t s  o f th e  uno rgan ized  
borough w ith o u t e x o rc is in g  ju r i s d i c t i o n  o r  c o n t r o l ,  and was 
c o u n te r  to  th o  i n t e r e s t s  o f th e  s t a t e  (see  S en ate  House J o i n t  
J o u rn a l Supplem ent No. 18, page 9 ) .

On June 4, 1991, th e  D ep artaen t o f C oaaunity  and R ogional 
A f f a i r s ,  in  t h e i r  a n a ly s is  and re c o a a e n d a tio n  to  th e  LBC on 
th e  d e f e r r e d  e f f e c t iv e  d a te  o f  th e  G reens Creek A nnexation , 
pages 15-16, s t a te d  t h a t  th e  s ta n d a rd s  f o r  borough an n e x a tio n  
co n tem p la te  Immediate an n e x a tio n , would have an ad v e rse  
f in a n c ia l  Im pact on th e  s t a t e ,  and i s  c o n tra ry  to  th e  s t a t e ' s  
g o a l o f  d im in ish in g  r e l ia n c e  on th e  S ta te  to  su p p o rt lo c a l  
s e r v ic e s .  A d d it io n a lly ,  DCRA f e l t  t h a t  an  a n n ex a tio n  d e fe r r e d  
t o  p ro v id e  r e l i e f  f ro a  ta x a t io n  would in s p i r e  o th e r s  t o  seek  
s im i la r  tr e a tm e n t;  t h a t  such m an ip u la tio n  o f  governm ent 
b o u n d a rie s  i s  c o u n te r  t o  th e  C o n s t i tu t io n a l  p ro v is io n s  
re q u ir in g  boroughs to  embrace an a re a  and p o p u la tio n  w ith  
common i n t e r e s t s  to  th e  maximum degroe p o s s ib le .

C SroXSO* STATIMIXT



S p o n so r  S ta te m e n t
HB 507

A r t i c l e  X, s e c t io n  12 o f  th e  C o n s t i tu t io n ,  re g a rd in g  
an n ex a tio n  p ro p o sa ls  su b m itted  fo r  l e g i s l a t i v e  ap p ro v a l, 
p ro v id e s  t h a t  The change s h a l l  become e f f e c t iv e  f o r tv - f lv e
dftXi a t t e r _ j 2 £ 9 M i i $ . 9 i L i c i ) - O j L A t _ t i i o _ e n d  Q £ _ t h o _  j a i a JLo i l . 
w hichever comes e a r l i e r .  Z b e l ie v e  t h i s  s e c t io n  o f  th e  
c o n s t i tu t io n  i s  what DCRA was r e f e r r in g  to  in  t h e i r  1991 
r e p o r t  re g a rd in g  s ta n d a rd s  f o r  an n ex a tio n  co n tem p la tin g  
im m ediate an n e x a tio n . Even o u r own le g a l  s t a f f  a g re e s  th a t  
th e r e  i s  a l e g i t im a te  q u e s tio n  a s  to  w hether th e  LBC can 
p ro v id e  f o r  a dolayod e f f e c t iv e  d a te  (see  F ebruary  11, 1992 
o p in io n , work o rd e r  Ho. 7-LS1980).

I  b e l ie v e  HB 507 w i l l  p la c e  in to  s t a t u t e  what th e  menbers of 
th e  C o n s t i tu t io n a l  C onvention e n v is io n ed  re g a rd in g  borough 
b o u n d a r ie s , and I u rge your su p p o r t.



I ) have attached a m e n d m e n t s )  

y \  d o  pass 

( ) do not pass 

( ) no tccommcndaiions 

( | individual recommendations 

I ) additional rcfcxTal to the____ Committee

A D O I rrS

APPROVES PREVIOUS
( | fiscal notc(s)_____

I ) I£I2 fi**l notc(s) _

ATTACHES NEW FISCAL NOTO(s)

( ) fiscal impact_________________

fiscal note A —
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HOUSE HILL NO. IMI7 LBC ANNEXATION PROPOSALS
" A n  Act relating lo certain annotation proposals submitted by the (.ocal Boundary C o m m i s s i o n  to ibe 

legislature."

Dale Referred: Februury 18. IW2

RECOMMENDATIONS: 
be replaced with________

I 1 the same title 

.1 ) a Q £ w  title



House State Affairs Committee 
Representative Gene Kubina, Chair

DATE: March 23 . 1992 PLACE: C a p ita l Kona 102
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' r  :  < * "  W A L T E R  J. HICKEL. G O V E R N O R

H F . P A B T M K . V r  O F  R B V B N I ' B  Z S Z Lsum ,,**
PtOHE non *0i-3X0 

OFFICE OF THE COMMISSIONER TtUfAX non «yjM9

March 10, 1992

The Honorable Miilo Koponen Alaska State Legislature State Capitol Building, Rm. 503 Juneau, AK 99801
Dear R e p re se n ta tiv e  Koponen:

I received your memorandum of March 12, 1992, expressing your concerns with the status of fiscal notes on legislation which you have introduced and which affect the Department of Revenue.
Xn regard to HO 522 which deals with a Real Estate Conveyance Tax, this bill has not been scheduled for a hearing. HB 523, Business License Tax, has been scheduled for a hearing in Labor & Commerce Committee and we have begun work on a fiscal note. HB524, Limited Entry Permit Transfer Tan, is not scheduled for a hearing.
The Department of Revenue has reviewed your proposed legislation relating to the taxation of personal income. House Bill525. A3 would bo expected in legislation dealing with this complex area of law, the implications and meanings of the sections of this bill are complex and interrelated. The department has determined that preparation of a fiscal note taking into account all the provisions of the proposed legislaticn would require approximately 300 hours of effort to calculate revenues and cost. Me are simply not in a position to devote staff effort of this magnitude in a short time period.
I have attached a fiscal note for legislation dealing with personal income tax which the legislature considered in 1907. Mhen reviewing this material it should be remembered that the legislation as well as the current state demographics are significantly different as would be the resultant calculations. Xn 19<?7, when the last calculation was done, the cost estimate to operate the program by the Department of Revenue was 51,345,000. Cost in today's dollars would be approximately SI,715,000. Revenues to the state would total between 5250 and S400 million. As your legislation moves through the process, che Departaent of Revenue will devote time to the effort of arriving at a fiscal note that reasonably accommodates all of the bill's provisions.

unit rat cootissioxta ujcvixkel



I t  i s  my u n d ers tan d in g  th a t  th a  a f f o r t  to  davelop  a f i s c a l  not* 
in  1397 re q u ire d  app rox im ate ly  six months o f Departm ent o f  s«v*nu« 
s t a f f  tim e to  p rap a ra  th a  c o s t  and ravanua a n a ly s is .  Basad on our 
c u r r a n t  s t a f f i n g ,  th a  m a jo r i ty  o f  t h i s  tim a would now r a s u l t  in  
raducad  a u d i t  a f f o r t s  and th a r a fo r a  raducad revenues. Tha a f f o r t  
in  1987 was ravlaw ad by L e g is la t iv e  r in a n c a  D iv is io n  and a copy o f 
t h a i r  A p ril 21, 1987 a n a ly s is  i s  a t ta c h a d .

Z a p o lo g ise  fo r  any m isu n d e rs tan d in g  o f our a f f o r t s  th a t  may 
hava o c c u rra d  and ancouraga you to  c o n ta c t  t h i s  o f f i c a  whan 
co n carn s a r l s a  in  th a  fu tu ra .

cc : Max Nodal, C h ie f - o f - S ta f f , O ff ic a  o f  th a  Covarnor
Paul Fuhs, L e g is la t iv e  L ia iso n , O ff ic a  o f  th a  C ovarnor 
L arry  C. H yars, D ira c to r  Incoma 4 E xcise  A udit D iv is io n  
Nod H ourant, S p e c ia l A s s is ta n t  to  th a  Commissioner 
R e p re se n ta tiv e  Davidson 
R e p re se n ta tiv e  F in k le s te in  

. ''‘R e p re se n ta tiv e  Kubina 
R e p re se n ta tiv e  Hacklo 
Housa r in a n c a  Committee 
S enate  F inanca Committee

E n c lo su re

Commissioner

O JK :rrm
92-063



T11K L K K IS L A T IJR K
A J * t A U .  A L A S K A  M K t tM fM M M a n rn i  /  n o n

HEHORAWDUH
DATE: April 21, 1987
*

TO: Rep. Al Adana, Chairman .Lcuar.n Cutler, Professional Assistant House Finance Cosnitcno
 • ♦* f tFROM: Caneron Kashanl, Revenue AnalystLsflslstlva Finance Division 
SUBJ: Fiscal Hots for WB 154
At your request, t have rev1eved and evaluated the fiscal note on  Individual Income Tax which was prepared b- the Departaent of Revenue (DOE). The following represents my recommendations on the proposed fiscal note dated Kerch 23, 1987.
At the present tine it êema aore appropriate to address FTB8 l»pl«aen- tatlon costs of tho Individual Incose Tax, since any future expectation would reflect speculation rather than having any logical foundation. Therefore, X have prepared a fiscal note for the House Finance Ccoclttee which only includes FT83 Implementation cost figures.
In the review of Che Departaent'a fiscal note, I cook the liberty of speaking with various authorit las of the Departaent of Revenue, the Rational Conference of State Legislatures, Tha Rational Association of Tax Adalnlstracora, the Departaent of Adalnlseratlon, and tha Oata Processing Coordinator of the State of Rorth Dakota.
According co the Rational Association of Tax Adainlatracora, che States of Vermont and Rorth Dakota could he used as examples bacausa of their comparability to the State of Alaska with respect to population slae and che number of expected returns.
Fren the historical standpoint. In FT82. Legislative Audit Division had conducted a special audit on tha Dtpartnent of Revenue In order to determine the positions associated with the repealed Individual Iscooe tax. Flndiegs of this study revealed the following individual Incoae tax positions:

Audit Adnin. Services E n f o r c e m e n t

7 FT
OTHER

27
7

17
10 *2 *



le should b« oocad chut tha Covarnor't Proposed Individual Iqcom Tax calls for a flat rata which is closely akin to tha Fadaral Tax Law. Therefore, tha naad for axcanaiva auditing and. to acme extent, anfora- sane would ba considerably raducad.
Tha attachad fiscal noca praparad by tha Legislative Plnanca Divisiondiffers frou the Department's fiscal note dated 3/13/67. The followingchanges are noteworthy!

0

Audit 
:  I. m r. > . *. • \  -a) Reclassify 1 PPT R e v e n u e  Auditor IV to Revenue Auditor HI tcTTb) Reclassify 1 PFT Clerk IV to Clark IIIe) Delate 1 PFT Clark Typist II.... d) Reduce funding for contractual and equipment

• • • V • ►
E n f o r c e m e n t  .

r . Tha nain dlffareaca between COR'a fiscal note and tha one praparad by Legislative Ploanca Division is tha forwarding of tha hiring tine which would aliainate the need for any aaforcement activities till rm. Aasualng a filing deadline of April IS. 1986 with 60 days appeal period, any enforcement and collection effort during FY68 would seen unnecessary and could ba postponed to tha following „ year. Moreover, tha existing manpower within the Division of Enforcement deems to suffice any temporary need.a

A d m i n i s t r a t i v e  S e r v i c e s

• •
a) Delete 1 PIT Chief Income Tax Operationsb) Delete 1 PFT Publication Specialist 1c) Delate 1 PFT Accounting Clork HZd) Reclassify I PFT Personnel Assistant II froa PFT to PPTo) Reclassify I PFT Supply Officer II from PFT to PPTf) Reduce funding for contractual, auppllsa, and equipment to reflect tha cost associated with the delated positions.o

1 had sskod Jan Daniel of the Departaent of Adnlniatratiea'a Data Processing Section to speak with the authorities ia the States of Rorth Dakota end Vermont io order co obtain a aora realistic scenario with respect to design, development end implement at ten of a computer system for the State Individual Income Tax. Eheloaed ia a copy of hla memorandua regarding this subjact.
sThere say be seme problems with rsspect to finding qualified programmers who can accomplish the aforementioned tasks la a timely fashion. The legislature aay want to give che Departaent the authority and tha freedom to hire qualified prograasers who can meet che qualifIcatlon crltaria set forth by tba Department. However, aft«r the lAlctal setup, the need for aalncetuwe of tho system would ba leea than what's indicated la the Department's fiscal noca.



On ch« technical tide of tho issue, tho Department if proposing to use Wang computer systems. This could bo Intorprotod os user preference end would seem more appropriate if ocher systess erealso taken into consideration. Jfo doubt, further research la required prior co lapleaencaclon which could alter the existing scenario.
Comalssloner'a Office

ma) Delete che Econoalec XI position and its corresponding expenditure in all ocher line items.
It seems chat che existing resource within che Restarch Section on che Commissioner's Office and che Covernor'a Office would provide adequate support with respect to tax i s s u e s .

fob lie Services
e

e) Reduce che funding for 1 PFT Revenue Office "anager froa 12 aonths co elx aonthe.
In brief, it would be more feasible if ell che functions were consol­idated into one tingle component called Individual Income Tax Division. One should bear in alnd che problems that che Legislature has had with the ?H> functions especially when determining ?H> positions and Chair corresponding expenditures. Further, close aoaicorlag of the isplemen- tatlcn process by the State Legislature would be recotoeadad.

(enclosure)
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M E M O R A N D U M S t a t e  o f  A l a s k a
n> Cameron Kashanl Hevenue Analyse legislative Tinanco

n
o*tt April 17, *907 

nuNOc 

itim-ovs wo *65*2221

Froa: Jan Daniels, OlrcctorOaea Network Services svajtct I n c o c o  t ax 

. p r o c e s s i n gOeparteene of Administration• •

I have Investigated the fiscal note filed by tha Department of Nnvennn dealing with the processing requirements of a state personal Income tax. In order to understand the requirements of an Income tax system I con­tacted two states which are currently processing this type of work, the Information Is as follows:
I. State of Vermont.

a. Contact: Hobart Barnet 802-828-23G0.b. t  of returns: 3*0,000c. Current year only- no amended.d. System developed In 1971*a. Cost oT development In 1971: SI2$,000.f. Tice of development: 18 months.g. t  of programmers during development: 5.
h. $ o f  e a i  v t c n a n e e  p r o g r a m m e r s :  3*I. $ of data entry personnel: S permanent • J temporary.J. OP cost for running system: 589,000 year appx. k. Type of system: *■ tCfl.

1. State of North Oakota.
a. Contact: Don Johnson 70l-22*-20*8.b. t  of returns: 308,900.c. Prior year processing - amended.d. System developed tn 1966.e. Cost of development: Not known.f. Time of development: /.eootM.g. / of programmers during development: 7.h. t  of maintenance programmers: 3*I. t  of data entry personnel: * permanent • 12 temporary.J. Imolorer Information matching provided, k. OP cost for running system: SI20.9S0.I. Type of system. Online, Adabas, Natural.

The OP portion of the fiscal rote appears to be well within the bounds of wm«t other states nave found to be true operational costs for Income tax systems. The uso of tne Vang for data entry appears to mate a great deal of sense In mat the data entry system Is available during the (Iwt •evrnwe needs to schedule It for peaks and mev have de*onsta:«d the ef­fect • veness of tnli process In the Permanent fund dividend system.

1



FISCAL NOTE
113 i s ;

STATE OF ALASKA IM7 LEGISLATIVE SESSION

REQUEST:

R o i u o n  Date: _

T?ii4 : R a l a t l n t  c o  t h a  t a x a t i o n  ot 

l n c o a a  d a r i v a d  b y  l n d l v t d u a i a  

icoaMfi
Rtqvetof;

Bdl Vcnion: FaMlh Cax:
B R U : _ Audif. garvtca*. Public

iganucx _____ _»»
Cxnpcoena: __

EXPENDITURES/REVENUES: mxsitaftds ofCdtanl
OPERA TO* 0 FY 17 | FY tt | FY 19 1 FY90 | FY 91 I FY 92PLUCNALSHVKISTRAVELCONTRACTUAL
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I 13*5.0i i
• •■■■HlIIR'IUHMHi
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fX T- TM l
TC'PCJUXY

1 21 1 •
*

1

ANALYSIS : (Acaca a T '- l"! t m x i s y)

.. . Cutmton gaahanl. Rawnua Aivtlyat Cv,*'w* UtliUttvt financa tfivti:an __ -  p*cfli:, 
_  Dm : _

*65-3795
T /»w S (
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A ftscr:--------------------
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STATE OF ALASKA 19S7 LEGISLATIVE SESSION
F I S C A L  N O T E

Ravbion D a x  _ _ _ _ _ _ _ _ _ _ _ _ _

Tide S tn a  Individual lncc-a Tax

5pc»vtct : _ 
Reqveux:.

Ajerxy AKtcxA: Ravanua
BRU: _____________

Components

EXPENDITURES/REVENUES: fTNaiu«isofCoilinl
OPERATING FY 17 IFYJS 1 FYW 1 FY 90 FY 91 1 FY 92

personal services 1 »*>•* I 1
travel ( s a l  1 •CONTRACTUAL i j « . j i i i iSUPPLIES ' __ 'tOCTTPMLVT 1 15.0 1 1 1 •UNOASTRUCTURXS i i I iCRANT&OAIMS i i i iMtJCJLLAVCCUS 1 1 1 1
total opes ATWG i iii.Y  i i f 1

a •m

CAPITAL 1 1 1 1 1 •1 1
a

REVENUE
FUNDING: CTVwwia ctColan)
GNLULFUNO 
FX2CUL FUNDS 
CTHSl
TPTA(.

■ -  T  i io . 'C ’ i 1 !
1 l
1
i 210.9 J i

POSITIONS: •
FULLTIME
PART-TIME
temporary

I 6 | - a • 1
' • • 1
i I f

ANALYSIS : (A&xsa lapg ia  Jracrsury)

Krrvtaby.  «e»atm  Analyse,
fv«i^Mi« U i i tU c tv  rinanca Division______

Appro*fd by CcmffvtitcatT:Ape-cy:-----------

* 6 5 - 3 7 9 5F^c«a: 
n-.»-

Dm : ________

Cbutbauca (by prrpirtr J: 
Lt^itss** faarca

• UftUaa** Sponsor 
Raovexr
Clf<« ot M a ^ c r c i  atf !v^(t
l*tacai Ajwciimi
U s x M i i c v x y

• . »% «
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“1“
Division of Audit 

Fiscal Hot a AnaLy?l?

A??urpticn?i

Tho Audit Division w ill adnini?ter tho individual incctno tax law? 
to  innuro ocnpiianco with Alaska Statute?. Although calendar year 
tax return? w ill not bo duo u n til 1989. a withholding tax ?y?ren 
nu?t bo in place and operative by January 1. 1988. Aid i t  Iona i
? ta ff  im?t bo hired and fu lly  trained to  accomplish the 
following i 

•
1. CxpLlanco. Thi? function w ill bo acoccpliyhod by u tiliz ing  
both tax examiner and auditor ? ta ff. Tax examiner?, noro 
typically , w ill handlo do?k review and lo?? conplex l??ue?. 
Auditor? w ill cazplcto fie ld  audit? and deal with noro 
?cphi?tlcated and cerplox tax l??ue?.

2. Appeal? Coordination. Thera po?lticn? w ill bo ?taffed by both 
tax examiner? and auditor? depending cn the corplexlty and l??uo? 
involved.

3. Payroll Withholding. Thi? function will be accoqpli?hcd by 
?taffing of tax examiner? to  reconcile employer? quarterly 
withholding, rotum ?. monthly dope?it? and annual ?raccnanr?. 
They w ill maintain and reconcile the employee? W-2*? to  the 
ecployor? return?.

4. Return Deamination and Proce??lng. Thi? funcricn w ill be corplotod 
by clerk? and tax examiner?. The field  return? w ill be checked 
for accuracy and caqpletene??. Payment? w ill be po?red to  the 
appropriate return?, and de?k review? w ill bo ocrplered to  
proce?? the return?. Selected return? w ill be forwarded to  an 
auditor for examination.

5. Public Education and Staff Training. Thi:' function w ill be 
performed by audit level ? ta ff  mecrber?. Public education of the 
individual lnccno tax law? and filing  requirement? w ill be 
acoccpli hed through Moinar? conducted in variou? location? 
throughout the ?tat« and by training ? taff eecbar? dealing with 
the public. S taff training I? rece??ary to  maintain a corpetent 
level o f employee and educate ?raff to the new and changing tax 
law?.



A *chedual of e*tlnated co*t* to operate tha Audit DivlMon program ara a* follow* i
Parana I Service* -  FY 08

1 PFT Revenue Auditor I I I ,  R18, 0 $4,016/Mo
including salary and benefit* for 9 month* >».i

1 PFT Tax Examiner I II , R14, 8 $3,115/Mo
including *alary and benefit* for 9 month* 28.0

1 PFT Tax Dtaminer II, R12, 0 $2,673/Mo
including *alar/ and benefit* for 9 month* 24.1

1 PFT Tax Bcarlner I, RIO, G $2,468/Mo
including *alary and benefit* for 9 month* 22.2

• 1 PFT Clerk I I I , PS, 0 $2,222/Mo
including *alary and benefit* for 9 month* 20.0

1 PFT Clerk Typi*t I II , R8. 0 2,222/Mo
including *alary and benefit* for 9 month* 20.0

Thi* figure reflect*  a one time travel co*t for crplcyor training 
to  be conducted in varicu* location* throughout the State in 
conjunction with Public Service* 01vi*icn.

Contractual - FY 88

150.4

Travel -  FY 68 6.5

Wang terminal* 6 *oftuare j 34.5

Supplle* - FY 68 4.5

D̂iipsont - FY 88

Microfilm, printer, d#«***. chair*, etc. 15.0

Total Expenditure* 210.9
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*' Administrative Servicos
Fiscal Note Analysis

1. Tha Adminstratlve Services Division w ill be responsible for tho 
following functions re la tive  to  the Alaska Individual Inccme Tax

. Withholding system and the Alaska Individual Inocnc Tax Return 
Preceding system.

a) Design, purchase and d istrib u te  a l l  necessary tax returns and 
rela ted  form .
b) Process a l l  tax returns, including mail handling, microfilming, 
document review, data capture and filin g .
c) Process a l l  remittance of tax due which is  received with tax returns
d) Design, program, to s t, doorent, and maintain the automated 
Alasks Individual Inccrne Tax Withholding system and Alaska 
Individual Income Tax Processing system.
e) Process and account for a l l  individual income tax refunds to 
individuals. ' . ’
f) Establish an automated b illin g  subsystem for routine tax 
deficiencies, penalty and in te rest.
g) Acquire and maintain ccrputer capacity to  acccncdato the two 
systems and the access required by the department's users.

2. The Depar t ment of Revenue w ill contract with a bank to provide 
a "lock-box" function, with employees depositing a i l  individual 
Income taxes on a monthly basis.
•
3. The Department of Adhiinlstration's data processing chargeback 
system w ill require that the Department of Revenue budget for the 
cost of data processing resources used by withholding system and

'"  returns processing system. The to ta l chargeback is  budgeted in 
Administrative services.

4. The Permanent Fund Dividend program will stay Intact in i t s  
current fcra.

5. The processing of Withholding and Individual Income Tax will be 
automated as ruch as possible.

6. The Alaska Individual Income Tax Withholding System must be in 
place be rote January 1, 1968.

7. The Alaska Individual Tax Return Processing System rust be in 
place before January 1, 1989.

0. The fiscal note Includes the incremental cost of providing space 
fcr the erployees and oguifrwnr required by the department.



9. After reviewing the fisca l analyses of a i l  divisions, an estlra to  
of the additional computer resources needed has been made. This 
cost assures t

a) The withholding and income tax processing systems w ill reside on 
DOA's mainframe ccrputer and w ill be programed in ccnrend-level CICS.

b) Tb gain the tremendous advantages in program ing development offered 
by the Kang VS, Pevcr.uo w ill purchase a software package which 
allows an analyst/programmer to  write programs on the Wang VS and
have then translated to  ccrrrnnd level CICS to  run on the 
mainframe, which offers economical storage and processing for 
largo f ile s .

10. Given the existing federal tax law, th is  b i l l  requires a l l  
pe-sens receiving a permanent fund dividend to  f i le  an Alaska 
Individual Income Tax Return, tfcvever, for purposes of th is 
fiscal analysis, i t  is  assumed that the final version would nor 
require filing  • by a person whose only source of inccme is  the 
Alaska Permanent Fund Dividend. Thus, nest of Alaska's children 
would not have to  f ilo . I f  th is  proves not to be tho case, thero 
will be an incremental cost of processing the additional 160,CCO 
tax returns.

Program Sunraryt

The Alaska Individual Income Tar will require the creation of two 
major processing systems i

0

1) Alaska Individual Inocme Tax Withholding System.
2) Alaska Individual Income Tax Return Processing System.

In addition to designing, program ing and maintaining the two 
above mentioned automated systems, tho Administrative Servicos 
Division w ill process, review, microfilm, and data capture 
approximately 70,000 withholding forms and 275,000 Alaska 
Individual Income Tax Returns annually. Refund warrants w ill be 
issued cn approximately 213,750 of the returns filed . In 
addition, approximately 25,003 individual le tte rs  w ill be 
prepared, mailed, and controlled in rospcne to  persons who f ile  
lncortpleto tax return* or whose tax returns result in a 
mathematical adjustment.

Finally, tho addition of such a major program to  the •Jeparrnent 
of Revenuo will defln ltly  impact tho ab ility  of tho 
Administrative Services Division to  provide general 
administrative support services with tha existing s ta ff .

The Administrative Services Division w ill require staffing a* 
early as FY 88 in order to design and establish  the computerised 
processing systems envisicned, and to  produce the forms reouired.
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9. After roviowing tho fiscal analyses of a l l  divisions, an ortimito 
of tho additional computer resources needed hap boon node. Thin
copr assixnest

a) Tho withholding and Inccme tax processing systems will reside on 
DCA’s mainframe corrputor and w ill bo programed in ccmand-level CICS.

b) Tb gain tho tremendous advantages in program ing development offered 
by tho Wang VS, Revenuo will purchase a softwire package vhich 
allova an analynr/programmer to  write programs on tho Wang VS .and 
havo then translated to  cuirand level CICS to run on tho 
mainframe, vhich offers eccnaaical storage and processing for 
large f i le s .

10. Given tho existing federal tax law, th is  b i l l  requires a l l  
persons receiving a permanent fund dividend to f i le  an Alaska 
Individual Incono Thx Return, However, for purposes of th is

• fisca l analysis, i f  is  assured that the final version would re t 
require f ilin g  by a person Whose only source of inccme is  tho 
Alaska Permanent Fund Dividend. Thus, cost of Alaska's children 
would not havo to  f i le .  I f  th is  proves not to  be tho case, there 
will bo an incremental cost of processing tho additional 180,OCO 
tax returns.

4
P rog ram S u m a r y :

The Alaska Individual Incono Tax will require tho creation of tvo 
major processing systems:

0

1) Alaska Individual Incono Tax Withholding System.
2) Alaska Individual Income Tax Return Processing System.

In addition to  designing, programing and maintaining tho tvo 
above mentioned automated systems, tho Administrative Services 
Division w ill process, review, microfilm, and data capture 
approximately 70,OCO withholding forms and 275,000 Alaska 
Individual Income Tax Returns annually. Refund warrants w ill be 
issued cn approximately 212,750 of the returns filed . In 
addition. approximately 25,000 individual le tte rs  will be 
prepared, mailed, and controlled in respcno to  persons vho f ile  
incomplete tax returns or vho«e tax returns result in a 
mathematical adjustment.

Finally, tho addition of such a major program to  tho Department 
of Revenue w ill dofin ltly  ixpacr -he A bility of the 
Administrative Services Division to  provide general 
administrative support services with the existing s ta ff .

The Administrative Services Division will require staffing  as 
early as FY 88 in order to  design And establish the computerised 
processing systems envisioned, and to  produce the forms required.



Personal Ser/icos - FY 60

t. .
1 PFT Analyst/Programmer V, R21, 0 $4.856/Ha 
including salary and benefit for 12 mcnths 58.3

2 PFT Analyst/Programmer IV, R19, 0 54,281/Ho 
including salary and benefits for 12 months 102.7

2 PFT Analyst/Programmer I I I ,  R17, 0 53,730/Ho 
including salary and benefits for 6 mcnths 44.8

1 PFT a e r k  IV. R9, 0 52.343/Ha 
including salary and benefits for 3 mcnths 7.0

1 PFT Tax Examiner I I I ,  R14, 0 53,115/Ho 
including salary and benefits for 5 mcnthse 15.6

3 PFT Document processor I , R7, 0 52.118/Ha 
including salary and benefits for 3 mcnths 19.1

•
2 PFT Data Processing Clerk I , R8, 0 52.222/Ha 
including salary and benefits for 3 mcnths 13.3

1 PPT Personnel Assistant I I ,  R14, 0 $1,557/Ho 
including salary and benefits for 12 mcnths 18.7

1 PPT Supply Officer I I .  R16, 0 51.757/Ho 
-including salary and benefits for 12 mcnths 21.1

1 PFT a e r k  Typist ZXX, F8. O 52.222/Ho 
including salary and benefits for 12 mcnths 26.7

• 1 PIT Accounting Clerk I I I , RIO. 0 52.468/Ha 
including salary and benefits for 12 mcnths 29.6

Tbtal expenditures 356.9

The analyst programmer team w ill domgn. program. and maintain 
the two major systems mentioned ea rlie r , including a l l  subsystem 
and interfaces with the existing Revenue systems and the Alaska 
State Accounting System. All other post lens wall provide support 
in the following areas>

a) Miilroara
b) Micro filming
c) Manual review of the tax returns
d) Data capture
e) Personnel, f isca l, supply and purchasing



T ravel -  FY 88 1C -O

Cn-*lto review of *elcted tax return proce**ing *y*ten:« in atVar 
*tate* and training for anaiy*t/progra.Ttt»r in ocnrvmd level CTCS 
and Wang VS Cobol.

Contractual - FY 88
1 . 2 Wang 4250 vork*taticn* 12.2
2 . 2 Wang emulator board* 1 .6
3. 2 Wang 4230 key-punch terminal*

for 2 month* 1 .8
4. Kicrfilmer. with maintenance.

3 month* 3.8
S. 4 phone*, cor.trox co*t*. local

and leng distance 5.4
6. Printing: Withholding Return**• Cepe*it Coupon*. /w-T*. e tc . 42.0
7. Pottage 22.0
8 . Chargeback for computer time from DCA 91.6
9. Wang/LEM development package

• (NTTKti-CXP) with maintenance 123.5
10 . Wang/ISM rtro to  acce** *o ft ware

with maintenance 5.2
11 . Wang Di*k Pack cleaning .7
12 . IBM Control Unit .Maintenance .6
13. Kang VS-100 I.O .P., Mcmcr/, Di*k
14. Drive mainrenanc 3.3
15. DOR’* additional o ffice *paco

requirement 80.8

Tbrai Contractual 39X2

Supplie* -  FY 63 4 4

Cguipnent -  FY 88

1 . Kodak film cabinet and carro*cul 1.2
2 . Wang VS-100 ZOP (2) 7.2
3. Kang VS-100 Manor/ (6 19) 32.4
4. Wang VS-100 Di*k Drive (628 19) 27.0
s. Wang Di*k Peck* and IBM Control Chit 12.8
6 . Additional *y*ton* furniture 61.3
7. Operational Mating 4.7
8 . P ile cabinet*, calculator*, e tc . 5.0

Tbtal Equipment 151.6

Total expenditure* 907.0



Travel - FY 68 1CU)

Cn-slte review of selcted tax return processing systems In ortac 
s ta te s  and training for analyst/programmer In ccnrand levM CTCS 
and riant} VS Cobol.

Contractual -  FY 88

1. 2 Kang 4250 workstations 12.2
2. 2 Kang emulator boards 1.6
3. 2 Kang 4230 key-punch terminals

for 2 months 1.8
4. Mi e rflin e r, with maintenance. •

3 months 3.8
S. 4 phenes, cent rex costs, local

and long distance 5.4
6. Printingi Withholding Returns, 

Deposit Coupons, /V -4 's, e tc .• 42.0
7. Postage 22.0
8. Chargeback for computer rime froa DCA 91.6
9. Kang/IBM development package

(NTTFCtJ-CA?) with maintenance 123.5
10. Kang/IBM remote access software

with maintenance 5.2
11. Kang Disk Pack cleaning .7
12. IBM Control Unit Maintenance .6
13. Kang VS-100 Z.O.P., Memory, Disk
14. Drive aair.tenanc 3.3
15. OCR's additional o ffice space

requirement 

Total Contractual

80.8

Supplies -  FY 89

*
Equipment -  FY 88

1. Kodak film cabinet and carroscul 1.2
2. Kang VS-100 I0P (2) 7.2
3. Kang VS-100 Hamory (6 M3) 32.4
4. Kang VS-100 Disk Drive (6:8 MJ) 27.0
5. Kang Disk Packs and I DM Control Unit 12.8
6. Additional systems furniture 61.3
7. Operational seating 4.7
8. F ile  cabinets, calculators, e tc . 

Total Equipment
S.O

TOtal Expenditures

393L2

4-*

1S24

907.0
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A??urption*i

■1*
ftiblic Ser/ice* 

f isca l Mote AnaLy*i*

1* Regulation* w ill be proaulgated raquirlng scm hly o r quarterly 
reporting of tax** withheld on wage*.

2. Approximately 17,SCO withholding report* and 279.000 mnual 
individual inooae tax return* w ill need proce**lng.

3. Public Ser/ice* Dm*ion wiLl provide individual incase tax 
a**ixtance to  both bu*ine**e* and individual*.

4. Public Ser/ice* Divl*lcn, in clo*e a*Mci*tlcn with the Audit 
Division, w ill develop enployee training for the divi*icn and 
employer training for the public.

Parscnal Ser/ice* -  FY 88

1 PPT Revenue Office Hanager, RiS. 0 1646/>to
Including * a la r/ and benefit* for 12 scnth* 19.7

Travel - fY 89

Cployee training in conjunction with Audit
DiviPicn and a&ini** rat ive travel 16.9

Qantractual -  FY 88

1. Advertising campaign. withholding requirerem*, incase tax filing 49.02. ft:? t age 30.03. Printing 9.04. Telephone charge* 19.09. M***«ng*f Service* * 2.06. Gasputer tarainal neintenace .9 a7. ftJbl icat icn* .9
Total Contractual 90.0

fepplie* - nr 88 .9

Bguipnenr • fY 81 9.0

•Oral Ctpendlture* m .7
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Assutpt ian*i

Division of Treasury Pineal itote Analyst*

1. Cv-h Managonen: Section w ill develop the Af? end the connect 
to lockbox the nonthly employers* withholding tax deposit*. 
17,500 pa/rents per ecoth.

2. Cash Hanagerent Section w ill perfera the depository function* 
of the remittance* attached to  individual tax return*. 100,000 
per year.

3. Cash Hanagonant Section w ill process a l l  returned Iron* (}*3T 
check*, e tc .) .  1,500 per year.

4. Processing and deposit of penalty and in terest payments.

5. Cash ttmagwrent Section w ill provide the accounting to AKSAS 
and reconciliation between the bank, AKSAS. and the Oepartaer.T of 
Revenue** systen for the tax payaent* on a consolidated ba*i*.

Personal Services -  FY 68

1 PT7 Accounting fech X. R12. 9 f2718/Ho
Including salary and benefits for 7 eontk* * 19.0

1 PPT Accounting Clerk XX. *9, 9 92310/Ho
including salary and benefit* for 6 ncr.th* 13.8

fe ta l Personal Services 32.8

Contractual -  FY 88

Lockbox con trac t 44.6

f e ta l  expenditure* 77.4



. . .  A l a s k a  S t a t e  L e g i s l a t u r e
Alaska S ta te  C a p ito l _  . .. KT11I°
Juneau , AK 99801-1182 R e p r e s e n t a t i v e  Niilo K o p o n e n

XXXXXX)PU^V<XXXXXX Houne District 21

(907) 405-4992

119 N. Cushman. Suite 207
Fairbanks, Alaska 99701

(907)4564)172

SPONSOR STATESEMT 

llouao D ill  525

"An Act r e l a t i n g  to  th o  ta x a t io n  o f incono and to  in d iv id u a l 
ta x  c r e d i t s ;  and p ro v id in g  fo r  an o f fo c t iv o  d a te ."

Proa 1984 to  1990, A laska ex p erien ced  a 51% in c re a s e  in  lo c a l 
g o v ern aen t ta x  r a t e s  a s  a p e rce n tag e  o f p e rso n a l incoae - -  f ro a
C3.49 p e r  $100.00 o f  r e s id e n t  incoae to  $5.28 p e r  $100.00 — due
to  re d u c tio n s  in  s t a t e  su p p o rt r e s u l t in g  f ro a  budget c u t s .  Thus, 
A laska juaped  f ro a  22nd to  4 th  in  th e  n a tio n  in  lo c a l  g o v ern aen t 
ta x  r a t e s .  In  1990, p ro p e r ty  ta x e s  c o n s t i tu te d  86.1% of a l l  lo c a l  
ta x e s ,  w ith  s a l e s  ta x e s  c o a p r is in g  12.7% and o th e r s  ( f i s h ,  p e rso n a l 
p ro p e r ty , e t c . )  a sk in g  up th o  re a a in in g  1.2%. C le a r ly ,  p ro p e r ty  
owners a re  sh o u ld e rin g  an in c re a s in g ly  u n f a i r  p o r t io n  o f  th e  
s ta te w id e  ta x  burden .

At th e  sane t i a e .  O u tsid e  f is h in g  i n t e r e s t s ,  o i l f i e l d  s e rv ic e  
f i r s ts ,  c o n s tru c t io n  co ap an le s  and se aso n a l w orkers c o n tin u o  to  
p r o f i t  f ro a  e x t r a c t io n  o f A laskan re s o u rc e s . They s h a re  in  
A la s k a 's  bounty  and b e n e f i t  f ro a  A laskan I n f r a s t r u c tu r e ,  b u t
c o n t r ib u te  l i t t l e  o r  n o th in g  tow ard th e  s e rv ic e s  we p ro v id o  fo r
th e n . Sons even c o l l e c t  P eraanont Fund D iv idends.

W hether o r  n o t th e  A laska L e g is la tu re  reduces th e  s t a t e  o p e ra t in g  
budget fo r  th e  coning  f i s c a l  y e a r , A laskans face  th e  c o n tin u in g  
d ile r-n a  r e s u l t in g  f ro a  d e c l in in g  o i l  revenues coup led  w ith  stabL e 
o r  in c re a s in g  denands fo r  gov ern aen t s e rv ic e s ,  we n u s t c o n s id e r  
new n e a su re s  to  acc ru e  revenue to  th e  s t a t e ,  in c lu d in g  ta x e s .  
Taxes sh o u ld  be s t a p l e ,  f a i r ,  s t a b le  f ro a  y e a r  to  y e a r  and 
Inexpensive  to  a d n ln i s te r .  I t  i s  d e s i r a b le  to  in p lc n e n t an a r ra y  
o f  b ro ad -b ased  ta x e s  s e t  a t  low r a te s  r a th e r  th a n  t o  unduly burden 
any p a r t i c u l a r  c l a s s  o f  ta x p a y e rs .

HB 525 rei«»p 1 extents a s ta te w id e  p e rso n a l incoae ta x ,  e l ln in a te d  
e a r l i e r  In what i s  now w idely  reco g n ised  a s  a s e r io u s  e r r o r ,  
does n o t so lv e  a l l  o u r revenue woes, b u t i t  does s o f te n  th e  f a l l  
and w il l  s u r e ly  b r in g  av e rag e  A laskans no re  a c t iv e ly  in to  annual 
budget d is c u s s io n s .  T h is  b i l l  a l s o  in c lu d e s  th e  s o - c a l le d  
■snowbird" o r  "Tax Tex" r e l i e f  n eaeu re , which a llo w s  d o l l a r - f o r -  
d o l l a r  c r e d i t  fo r  lo c a l and n u n ic lp a l ta x e s  p a id  w ith in  th e  s t a t e .  
F in a l ly ,  n o n - re s id e n ts  w il l  b eg in  to  pay fo r  th e  p r iv i l e g e  o f 
(taking noney in  A laska and ta k in g  i t  a l l  away.

fiuMoe mitxtxi ]
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READ ABOUT:
1 .  H I S T O R Y  O F  T A X E S  I N  A L A S K A .

2 .  W I L L I A M  P I T T  F A T H E R S  I N C O M E  
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We have already indrectly pad a tax to the state by paying (or the high cost of oil. The state 

saved these taxes in the name of the Permanent Fund.

There win ahrayf be the tofrgent. scK ond dd wno cannot produce and must be taken care of by 

the rest of us. T h i is a form of chanty which « right, rather than a form of government security, when  

is not a right The bosom ine is that i t i so fourow n  indndual domg. earned by our hard work

THE HISIQflY-Qf. 1MCQME..IAX

The first income tax. m the modem sense, was imposed in England by W.Tam Pitt ei 1799 to heip 
pay for the wars agamst Napoleon, tt was abofeshed after Die Peace of Amiens in 1802. The fo'omng 
year, when war broke out with France agam, the tax was retmposed. After Waterloo, it was agam 
abokthed. Then, in 1842. r e  Bntsh government adopted the mcome tax as a permanent feature of its 

revenue system.

in I86t .  the Unted States government le w d  a tax on rcom e for the Nst tm e in its history. Aa 

income in excess of $800 CO was taxed at a 3 percent rate. Ths wart me tax was aboHM d after the 

Cwfl War.

The I6tn Amrxjnr.tr. to cne Constitution, l e g a t o ?  fed ra  ■.ncomo taxes as a  permanent fund- 

rasmg o e w e . was adored  n 1913. It began as an a r r v jm w , to a b* m C o n fe ss  fcwerng pie tariff on 

imports The idea was that t *  smafl ce fc t  from reduced t r f f  recedes coutd be taken care of by a tny 

tax on prosperous incomes. On mcomes from R 0 0 0  to $ 2 . . XX) P* frt* was on# percent F e w p w p e  

made more r a n  $4,000 per year back van . ana mas amount had f e  buyng p ow r of at least U 2.000  i i  

today's doflars. Therefore, smce the a x  ddnn affect most Amr*can$. few opposed the 6 t a  t t o d '  t 

M ira important

What s ta te s  ths who!# tar/f busm tss anyway’  When the Moor* w r e  masters of Spa n. M r  

im p s  w ojd  la  in w at for merchant vesse  s coming through the Sttats of G&'itar bound fo* ttav. 

Greece and Egypt The Moors were no *ooi». and instead ol p h n d e * ?  the vessels, they lewed a sort of 

Hackm al wth a  fixed sea *  of peymeri based on r e  value of the cargo Tha amount was cete'rm #d
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Thi IM  CASi AGAINST INCOME TAXiSJHALASKA
They say it was individual pride of achievement that developed Alaska. The miracle of Alaska 

was forged when the dreams of men and women put on work dothes. As pioneers, the, set forth armed 

with self-esteem, ambition, and the resolve to compete and excel on their own.

How ironic it is today that some of these same people and their children are demanding larger 

cash handouts because they arrived first.

Edward Gfcbon wrote about the Athenians, They wanted comfortable Me and they lost it all • 

security, comfort and freedom. When they finally wanted not to g ve to socety. but for society to g*ve to 

them; when the freedom they worked for was freedom from respons&hiy, Athens ceased to be free and 

was neve* free again.* They learned that when the people failed to exercise their control over 

government, the pubic servants turned to pubc masters.

The question ts • when does a welfare state destroy the free society that established it? It is 

the sober truth that as long as government cares for the people, the peop'e wfl not care for themselves. 

From g'eai sooetes of tlk past: Rome. Athens. Great Britain, our forefathers instiled in their people the 

principle that nothing is free; that sociaJ.sm pulls few up. but drags many down; and n completely 

unnecessary tax, used to prep up such a system, is nothing more than punishment for worfcng

Whenever the government spends or taxes a single dollar more than it needs, it sprouts another 

seed of posonous inflation.

Looking to governmen t for 'security* destroys the self-reliance that built America and Alaska. 

You cannot vote yourself security • you must earn a  You cannot bribe poverty to go away - you must 

work it to death.

The encouragement of pressure groups to *get theus* at the eipense of the working peope • by 

threatening elected offca's with defeat • w : destroy the seH-reLant Pass and the wui to ach eve If the 

state leg .nature had more confdonce m  a hard-work. freeenterpr<se future than in a casn-for-vota 

present there wou'd be a glorious Alaskan future, and it could start now.
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We have already indirectly paid a tax to the state by paying (or the high cost ol oil. The state 

saved these taxes in the name cl the Permanent Fund.

There will always be the indigent, sick and old who cannot produce and must be taken care ol by 

the res: ol us. This is a form ol charity which is right, rather than a lorm of government security, which 

is not a right. The bottom line is that it is cl our own individual doing, earned by our hard work.

THE HlSTQRY.Qf-lNCi?M£..IAX
The first income tax. in the modem sense, was imposed in England by V/iikam Pitt m  1799 to help 

pay (or the wars against Napoleon. It was abolished alter the Peace ol Amiens in 1602. The following 

year, when war broke out with France again, the tax was reimposed. Alter Waterloo, it was again 

abolished. Then, in 1842. the British government adopted the income lax as a permanent feature of its 

revenue system.

In 1861. the United States government levied a tax on income for the first t me in its history. All 

income in excess ol S800.00 was taxed at a 3 percent rate. This wartime tax was abokshed after the 

CM War.
The 16th Amendment to the Constitution, legalizing federal income taxes as a permanent fund­

raising device, was adopted in 1913. It began as an amendment to a b* in Congress lowering the tariff on 

imports. The idea was that tne small deficit from reduced tariff recepts could be M e n  care of by a uny 

tax on prosperous incomes. On mcomes from $4,000 to $20,000 the bte was one percent. Fewpecp'e 

made more than $4,000 per year back then, and that amount had the buying power of a: teas! $42,000 in 

today's doGars. Therefore, smce the tax ddnT affect most Americans, few opposed the idea. I! cdnT 

seen tfnporurt

Wnat started tnss whole tan?! business anyway? When the Moors were masters of Span, pieir 

snps would i« in wait for merchant vessels commg through the Strats of Gibraltar bound lor Italy. 

G’eece and Egypt The Moors were no foots, and mstead of ptundenng tne vessels, they tewed a sort of 

blackmail, with a fixed scale of payment based on the value of the cargo. This amount was determ ned
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at their port of Tarifa; thus originated tho word tantr. Some people still thirk a tarrfl is a form of

piracy, even after all these years of government sanction.

The history of Alaska's tax system has been described os follows by Claus M. Nasxo. a

professor of history at tho University of Alaska. Fairbanks:

"Territorial Alaska's tax system consisted ot a conglomeration of heterogenous 

taxes imposed by both Congress and the territorial Legislature tor different purposes, on 

different bases, with many forms of rate schedules and a variety of administrative 

provisions.

Congress imposed the first taxes in response to tho gold rushes ol the late 

1890's. In 1899, it passed a criminal code and code ot criminal procedure that, among 

other things, imposed some 43 license taxes on specific businesses.

Congress passed the second Organic Act in 1912, which, among olher things, 

gavo Alaska a territorial Legislature to meet biennially. Between 1913 and 1948, the 

Legislature developed a tax system ol its own. tl consisted ot a number ol taxes and 

fees levied on the fisheries and mining industries. Alaska's two major economic adrv iies.

There also was an inheritance tax as weB as a patchwork quid of miscellaneous 

business, professional, and occupational taxes and fees. In addition, the territory also 

participated In the Federal Social Security Program on the same basis as the contiguous 

states, and after World War II, at the urging ot Territorial Governor Emesl Gruening, the 

territorial Legislature provided a generous Veteran's Loan and Bonus Program financed 

by a general sales tax, i percent on rttail and 05 percent on wholesale sales.

Still another character ot the system then (and now) was the narrowness ct the 

tax base. For example, the territorial tax commissioner reporled that during the 

calendar years 1947 and 1948, some 91.25 percent ot the tax revenues collected come 

from a mere five sources. The salmon industry contribute* j 21.25 percent, liquor excise 

taxes 2 U 1  percent, motor fuel and motor vehicles 1545 percent, gross salts tax 28.8 

percent, and the school head tax 4.12 percent.
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Territorial residents hsd the habit ol asking Congress to provide lunds lor any 

number ol servicos. Tho federal government maintained Alaska’s judicial systom, 

managed Hs fish and game resources, paid the salaries and expenses ol Ihe Territorial 

Legislature, built Its roads, trails and tramways and educated its Native children. The 

territory, It Is (me, made some minor annual contributions to some ol these programs.

By and large, however, the territory's hardy pioneers expected Uncle Sam to loot Ihe bill 

lor most activities normally conducted and paid (or by territorial and local government.

Governor Gruenlng battled lor 10 years, from 1939 until 1949, (or a modem tax 

system. Finally, In the latter year, [the] Legislature passed a modern tax system, 

inctudhg a personal Inoome tax."

Fror Reactvno for a Star by GerakJ Bowkeit. an example ol how A'askans reacted to the 

impositon ol the federal income tax

TAXATION WITHOUT REPRESENTATION

FAIRBANKS. Ape 4.1956 • (AP) • A ?«*» cowl MY UU nght tod an AU«an who has p«K*3 not gwty » 
« incom* oi evawn or. groups nil r» dd not t**nre * lemon wincut repeieflcaicn•

^ck Uaner.. was tow’d wocarx ol chvgii rut rw wBsjiy taxed ic tAe ixcne tu rurnx.

. The detendtos asomey. Edgar Pad BcyO d  Ancfo'ajt. armowvtd 0* to the ft* rot ftf 
wowd rvm re a u ‘a of the none tat i>*t at actod to M  Trnaory «i a^saa*

_Jn m  rittfjaon. the jrjdga [US Oi^ct * js y t Vemen D Fc<t»i] had bd the m w  thi! re 
detente ol Uuton wcxxi rtgrinrtasen* was not »aUd. but re My ceud take We otterne rao aocw* 
r. detwanng whrmr cr no* UaUr had wflMy tiled to tte hs rnn* -

JUS. Attorney T«d Sarwns u d  he dd not batoe w j  to cate w «  n any way a test oi re 
Wdem ■'coma ui laws as awied to a m  .,

WASHINGTON. A»*l 19.1956 • (AP) • An mown* Rrwxe Sense Spetonm todty roared 
any dims A*jAant r^rx no* rot a recent Fammaa My »rd« ngm refcew man iron ledrr m  
re*pon*iOA#y.

~|The tpotonan s*d| ~ Da cate_*estat*ar«t no crectorne _ in to pti c J #  cate na My 
tend tor rtf Uipeyr in w e  opnon. t n  tauo to toe was not wdW The: and nermg more. He pwcx 
hi***] ngtioer It’steal the years he tiled to f«o or pey_*
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The stale personal income tax imposed in 1949. remained in effect until it was repealed by the 

state legislature in 1960. In today's debate concerning the re*imposit:on of this tax. people seem to have 

forgotten that they used to pay state income tax. ond how big o W e it took. That was and always 

Should be the tot direct bonus Alaskans receive in sharing the state's wealth from oil revenues. Those 

who are working can took at then paycheck and see $0 . 0 0  taken out for state taxes

All wohong A'askans can compute their weekly or monthly dividend by simply multiplying their 

federal withholding tax by 16%. the amount of the tax at the time of its repeal. You may want to see 

your total tax dividends over the >ear* since 1979. To do tms. just add up your gross federal income tax 

for the last twelve years, and determine an additional 16% that woj’d have gone to the state coffers.

The working people of A'aska have saved more than S9 Mkon in state income taxes since the 

taxes were repealed in 1960. On die other hand, all Alaskans ha/e received a to'ai rf $3,125 bilion in 

permanent fund dvPend checks.

Sates with the highest taxes usually havo the lowest growth rate in income and economic wen- 

bemg. Hgher taxes lessens economic growth. In Alaska, unstable industry taxes cause businesses to 

stay away. The best way for legislatures to improve economc conditions in any state is to reduce taxes 

of aa natures.

A new adage was introduced to rabonaiizo an income tax. namely 'V*no ever heard of 

representation without taxatonr I have and I see nothmg wrong this. Thi the wiy our country has 

operated for more than 126 years, except for a bnef peroc dunng the Cmi War. Whit is reaSy  bad and 

certainly comt)tut>onaSy Questionable, is taxation wthout ecuai representation. Alaska is me only state 

where a smpe maundy in tne legislature can impose a tax on its otxzem * this means 2 1  member in the 

House of Representatives and 1 1  members of the Senate Because our state is so maiaopo^oned. the 

majority of legstators do not represent the ra.orcy of the e-taem Ths brings to mind the famous 

aphonsm, 'Power corrupt:: abspv.e power corrupts absolutey  * Few people rea j c  the awesome power 

gven to a few ejected off e x  a by Alaska's Comttuton. Arxe IX. Section 1 . One may wonder i  me 

frame's of the Alaska Comtoutpn ever compered what the Boston Tea Party was al about
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Those who have the power ot taxation a/e not necessarily the best informed. According to a 

special opinion ediiohai in the Washington Post on March 13.1992 by George F. VAB. the tax revolt of 

1970s is alive and well in the 90s. In 1990 the people of New Jersey, the second richest state with a 

median household income over $40,000, elected Governor Jim Floho. a Democrat, on the promise of no 

new taxes and won (sound fami&arl). Upon assuming offer* he promptly raised taxes far more than the 

deficit required. Ha tax increases had redistntotrve purposes, pordcutarty for helping poor school districts.

The people of New Jersey dd not feel as though they had anything extra for government to pray 

with considering the*r style of living. They were most ag tated about the $28 M o n  tax increase • the 

largest in their state history. Thus, last November 1991. when Democrats controlled ooth houses of (he 

state legislature, the voters returned the favor by repiaorg them with a veto-proof Repub&can majority 

in boli houses.

To counter the newty promoted myth that 'an income tax wfl encourage the putftc to decrease 

demands on government or force legislators to reduce spending.* we need onty to review ancient. 

med*eva). and modem hstory. However, the quickest way of evaluating tha myth a to acknowledge 

current budget problems of states wvth income taxes Ca'i <oman$ slugging w.tn a rr.apr defci in 1931 

thed to sofve its problems by encreasmg new axes over $7 &5on and p i ng on an ejpfoson of ant -g*o*#.h 

ngutfom.

Throughout the naton's taicutung. grasveot leg ons are once agam c^cuatng satewde 

mitotrves to try and control me<r leg suture s excessve use of taxes Here arc a few totatnes 

proposed for November. 1992. that exempty t freedom me Aaska c&zens are depfvtd of s**e rxs 

state's consttubon gves eiDusve powt's of taxatd* to re ligMattfa omy;

Oklahoma: Voters wa  consider a rr.easu*e reguv-.g voter approval of new taxes no! approxed 

by three-fourth of the legsJawe

Merman Sgnatse have been ga^ered for proposal to cut school prcoet) taxes by 30% oer 

five years and taut future assessment m m

Colorado Proposa* would require voter approval of hgner taxes, new debt and state spend ng 

rues aoo«e visa ten
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Oregon; Activists seek support lor a move to require a vote of at least three-fifths of the 

legislature for tax hikes.

There are taxpayers' petition drives in a number of other states such os Arizona. Florida. North 

Dakota and Washington, but such is not a*owed m Alaska. The last time a group of 6 6 2 0 ns thed this 

(1962). it was ruled as unconstitutional through on interpretation of an assistant attorney general that 

Smiting the source of revenues for taxation would infringe on the untouchable powers of the leg stature to 

appropriate. From this, one a to assume the powers of taxation are superior to the guaranteed right of 

petition in Alaska

Taxing the working class and transfermg the revenues to the non-working segment of a 

population is the worst sort of sooaism a state government car. practice. Can we not learn from the 

downfall of eastern Europe and the U S  S R ?

Every time the Pg spenders create a cnKs in Alaska • tai. tax. tax* is aways thtu answer 

They tarwa*d the idea that greased taxes reduces the sue of government Peopfe think the world of 

commuwm and soca«sm is ever, unfcrtmMly in Alaska tn# charms of these befcs r r q  loudly in the halts 

of Jweau.

California's super crazy new cracker tax is another exampe showing that payng taxes Poes 

«re to cur& the appette of tax fxmgry fpe*ai legsato's tn order to baiarce re budget, or at east 

make a den: m re de'os. Cat*oma increased re 6  percent sees tax by a cent and a quart* on sa’es 

of cenan 1 1  such as magazines, snp and avron fuel. Potted water, ano snack foods So wtars a 

ta a6 e snack? Not peanuts, pork nrds or dougnnus Al crackers are. except satanes. graham 

crackrs. animal crackers and arrowroot G w ’i  U*s re tute. 5 ^ 1  ent Hrstey m k chocoet# 

chps r e exempt, a Hersfey m A  cnocore bar $ taxed Tosttos tot 'a chps r e exempt. Dor<tos 

tot ia cn ps re taxed (Dd someone target to make a campagn ccW tfon to re f nance charman or 

to re wr cress of re conrodng po :ea party'’)

The out-of-cow spenp ng henzy o? New York1! government ted to re rase of taxes over St 

P*on tar each yer from 1969 to t99f (tool S3 pacn) n o  s m  re fecal yea* budget tar 1992 faced a
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S6  biion deficit. This stale. with the highest tax burden in tho nation, w.n increase its spending another 7 

percent this year with its credit rating cut to the third-lowest in the nation.

The myth of a tax paying public having control of a wild spending legislature should not be 

employed in Alaska Be aware that a simple majority of legislators can impose o tax or. a majority of the 

bbzenry whom they do not represent. The bme to speak out aganst the tax movement is now, not 

dumg the tal election.

Proponents of revnposing the income tax argue that at 4%. the tax woud be on par with what 

other rates levy, but they overtook the fact that with a much higher per capta income, at $28,182, 

Alaskans *oUd end up pay*ng more in hard do&rs. Tho more you tax the peope. the less at> ry they 

have for economc suvrvai.

In 1966. Governor Cowper's Office of Management and Budget developed graphs and charts 

purportng to compare the income various famly groupngs wort recede from the permanent fund to the 

amount they woud pay m personal income tax. The idea bthnd n was to graphical I strata how w*s- 

off taxpayers wtf be with the PFD offsetting their taxes The graph was qj :e r.yeeong, Remember, 

you mult trss mc*ude re total PFD received m your gross mcome. wftch causes you taxes to increase 

Sxnc* the tax on the PFD tt not wthhetf. you wfl pay. e<ther by recewtng a smafr’ federal refund, or by 

sendcg^ 6 ^ 0 9 ^  check w4h your 1040 term.

For a s*tg« in M u a) who must pay federal taxes on lhatf PFO first, at tt. average of $20 00 

per $100 00. or from an $931.00 PFD check, subtract $18800 In ths case, the ndivdual may receive 

$ 7 4 3  CO cear Irom the-/ PFD after fecra taxes, bu woud is# have to ply an aodoonaf $30 CO to . *  

state ncome tax pus 4% of gross •  $1,440 of one's a m *  wages for a person whose income is 

$36,000

Uspucng assumpeons were used to lead fanfces and marred coupes nto accept'd 7 *  & <  

nstMf of redx*d the sat of the PFD checks The major naconcepton is not taking realty rtp 

computaion h the hdhest percentage of cases for ?a~ es tn Alaska both grants are working, 

instances where •  mue member parent u k  has onfy one reaswmr re deafly Be except©". not the 

rue
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So. in computing how your (amity wil actually advance in total income, be sure you include the 

tax to be pad by each working member ot the (amity, and subtract ft from the total dividends received.

The second major factor to be aware of is that these comparisons are made on tax levels of 

3.2% and 56% . Once tho tax is votod into low. how quickly wilt it rise? II the most recent suite tax 

level at 16% of federal is used, how then does your gross tax level compare with PFD income? Be 

careful in the use of iwns when you evaluate t«>e difference of 16% of federal tax and 4% or 5% of 

your gross income. The income tax may sound much less (at 4% or 5%) but keep in mind that it loses the 

mnocence of the so-caSed truth*, when the true intent gouges out the most tax.

A vrvd example of tfw woufc) be to look at an mdcvdua' whose gross oamngs re $18,000. If this 

person is s*g*e wtth no dependents. whereas the fedra! tax wotfd be $2.50560 in one year. 16% would 

amour.: to approxtnately $400. This is compared to the wondrous savings of a personal income tax 

which would take 5%  of the gross equalng $900 In the same respect, one who earns $36,000 gross 

wtx/d have $6927 removed for federal tax. 16% of which is approximately $1107 vs. the personal income 

tax of 5% on the gross amounting to $1,800. Obviously there is major discrepancy resulting in a much 

greater amount pad through the personal income tax method. Yet again, <t is evident that those who 

have the power of taxaton are not necessarily the best informed.

When one considers the tremendous amount of revenue the State of Alaska reserved during FY 

1960s. 4 4  ricgcft). tfrabonaf. unnecessary and. most imporanfy û ustfcab'e to tax the working peope 

of ths state Shoud we reduce the workers of Alaska to s-avery to a government tha: has Wfcons of 

OOirs in uvevgs. rxJ p-ves out hundreds of m*ons of dona's n  *coxT cash (ha! no other state woPd 

dream of dong

Last year. 532.174 peope ipped for permanent fund dwdend checks. Of that group, 

approtfftatey 158.000 wvei n conn above $>5,000 woJd pay an income ta>. d enacted Ber.cm.pe*. 

enfy wortcngpiopue and dOMw9)hgh persons woud pay taxes. For 1991.S4S* m*on was pven out 

m  c.cenfl checks Al workers tva«afre lor tauto* woud have to pay opproivnatry $3000 for state 

i com# tuts to equal h t pvtewty.


