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DEPARTMENT OF REVENUE 50%;3( A ASKA 0987170400

PHONE: (907) 465-2300
OFFICE OF THE COMMISSIONER

June 8, 1987

To the Reader of the Revenue Sources FY 87-89 (June 1987) and Petroleum
Production Revenue Forecast (June 1987)

The revenue forecast presented in these pubiications has been prepared
by economists and research staff of the Department of Revenue in accordance
with the highest professional standards. It has been reviewed and adopted
by myself as the Department's best Judgment of revenues to be received by
the State of Alaska over the prescribed forecast period. The Department of
Revenue has historically been and remains solely and exclusively responsible
for the preparation of these quarterly forecasts. The experience of recent
years involving frequent and significant revisions in estimated revenues is
due to the inherent difficulty of predicting the movements 1in the price of
crude ofl--a commodity whose volatility over the last decade cannot be
exaggerated. This volatility combined with the State of Alaska's almost
complete dependence on 011 revenues, which in recent years account for
almost 85 percent of total revenues, can sometimes lead to dramatic and

unavoidable changes in the forecast.
Sincerely,

Vincent D. Wright
Chief of Research
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TO:

THRU:

FROM:

— MEMORANDUM

State of Alaskga —

The Honorable Steve Cowper DATE: June 5, 1987
Governor of Alaska

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

Department of Revenue

Vincent D. Wright ZVé;///

Chief of Research
Department of Revenue

SUBJECT: June Revenue Forecast

The Department of Revenue, per your instructions, has put together the
unrestricted revenue forecast approximately one month earlier than is normally
the case. You should be aware that by moving up the schgdule we have not had

There has been a great deal of speculation recently that oil prices will
continue to improve and the State's revenue position in corresponding
fashion. This may very well be true. However, there are factors that still
suggest tremendous downside risk relative to 0i1 prices and I will touch on
some of these in this letter.

inking relative to expecte revenues accordingly.

The fundamentals of supply and demand do not su ort current oil prices.
The unaerlying reason for relativel§ high o071 prices is a Bolifical solution
{1.e. the OPEC agreement es ablii1shed auring December o which 1s s
very tenuous at %ﬁis time.  The reasons for This are outTined beTow and 7t Js
crucia a € decision makers recognize these acts and adjus eir
think ] d ]

The Economics

1. 011 prices are relatively high because OPEC has restricted production
and partly because refiners worldwide have been purchasing oil in
vast quantities in anticipation of still higher prices. So what we
have are very large inventories on hand. Unleaded gasoline stocks in
this country alone are 30% higher than a year ago. Crude stocks in
the U.S. are fairly close to their levels of Tast year and worldwide
they are considerably higher than a year ago.

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

to Japanese and some European currencies. Since OPEC 011 is pegged
in terms of the dollar, it has been relatively cheap and so this too
has served as a stimulant to overseas refiners to purchase and thus

build large stocks of crude.

(1)




The Honorable Steve Cowper
June 5, 1887
Page 2

3. The increasing self-assuredness on the part of OPEC that their
December 1986 agreement has succeeded in controlling world 0il

markets is now leading to overproduction. Their second quarter quota

is 15.8 million barrels per day but they are now producing between
16.5 to 17 million barrels per day. Saudi Arabia is becoming worried
about the increasing tendency on the part of some OPEC members to
step-up their cheating.

4. Higher levels of inflation are occurring. Last year the Consumer
Price Index (CPI) was 1.9%. Now inflation is running between three
and four percent and 1is projected by many to continue to climb.
Higher inflation means higher interest rates which in turn means
higher costs in storing 0il. At some point this could lead to a
divestiture of oil inventories. Hence, dumping of crude on world
markets could occur.

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

6. Alternative energy sources such as natural gas, of which large
reserves exist around the world to operate utility and industrial
plants, are currently on a btu parity value with various crudes.
During those earlier years (the late 70's and early 80's) of
relatively high oil prices, many existing utility and industrial
users retrofitted to handle alternative fuels like natural gas.
Further, newer plants built during the last few years have
concentrated on diversifing so as to be able to burn alternative
sources of energy should oil prices once again soar. The point is
that competition from substitute fuels is more intense than ever and
will likely act to restrain the upward movement of 0il1 prices in the
future.

7. Historically, demand for oil in this country has dropped and for the
last several years to the tune of approximately 1 million barrels per
day during the summer months. This same phenomena occurs throughout
the rest of the world as well. The primary reason for this is
destocking due to less heating oil usage. Since this has happened

almost every year for over a quarter of a century, there is no reason
to anticipate that the situation will change. The drop in demand for

oil due to seasonal factors is just around the corner.

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

If arguments one through eight are considered as a whole, then the
potential for o011 prices faltering if not dropping is tremendous.

].

The Politics

The incentives for the thirteen member OPEC group to hold together
their agreement of December 21, 1986 and even adjust it if necessary
to insure success are fairly clear-cut. A1l members are experiencing
a negative cash flow situation and some are deeply indebted to the
other countries and the world banking system. Coupled with this is
the fact that since 1982, with the drop in the price of 0il, economic
stagnation has plagued most of these countries. The political
pressures from within these countries to rectify the situation are
tremendous. But OPEC's struggle to succeed in holding together their
December accord is fraught by divergent economic, religious,
political and financial interests.

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

The irony of this whole thing is that Saudi Arabia with its vast
reserves (publicly known proven reserves are in excess of 167 billion
barrels of 0i1) of low cost o0il has the ability to flood world
markets thus forcing out higher cost competitors in the process. The
end result would be plunging oil prices but the Saudi's revenues
would increase. Holding them in check at this stage of the game is
the threat of aggression on the part of some of their neighbors who
would be severely damaged economically, financially, and politically
1f the Saudis were to initiate such a plan.
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The Iran/Irag war is a thorn in the side of all concerned. The
Iragis absolutely refuse to go along with their allotted quota of
1.466 million barrels per day and are currently producing between 1.8
and 2 million barrels per day. This excludes production from the
Saudi and Kuwaiti Neutral Zone which is utilized to finance the Iraq
war. Moreover, a new pipeline from the northern part of the country
across Turkey to the Mediterranean Sea is scheduled for completion
this winter and will add an additional 500,000 barrels a day to
Iraq's export capacity. Iraq also plans to build a second line to
the Red Sea port of Yanbu in addition to the one just completed.
This new line is expected to pump an additional 1.6 million barrels
per day, 18 months from now. In view of the war effort and their
indebtedness to the Saudi and Kuwait governments, Iraq has no choice
but to go all out. It is Titerally a matter of survival.

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

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

The next OPEC meeting scheduled for the latter part of June will be a
test to see if the current OPEC agreement survives. One of the major
problems confronting OPEC, which Saudi Arabia and others recognize,
js the confidence on the part of some that the problem has been
resolved and that OPEC is once again in control. Hence, some members
are demanding that a higher official price be established. Others
such as the UAE are demanding that their respective guotas be
increased and if not, they will increase production regardless. The
UAE is one of those OPEC members that has been a chronic cheater this
last year. Although third quarter OPEC quotas are scheduled to
increase to 16.6 million barrels per day, the fundamentals of supply
and demand do not support the current agreement let alone the
additional demands of member countries or the increased production
scheduled shortly to come on-line. Hence, in the last few weeks we
have observed the more responsible members of OPEC attempting to
prevail upon those less responsible to stay with the current
agreement. The responsible members of OPEC are cognizant of the fact
that the current agreement could come completly unraveled, and to ask
for more is pushing the whole situation to the brink where cnce again

the specter of plunging 0il prices could become a reality.
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Off to the sidelines are the non-OPEC countries confronted by their
own economic, political, and financial problems, closely watching and
doubting OPEC's resolve. Many of these countries refuse to make
further concessions and are waiting to decipher the results of the
next OPEC meeting. Even then, assuming a favorable OPEC accord, some
of these countries might quietly seize the opportunity to move in and
take advantage of the situation as they have so often in the past and
abandon their own agreements with OPEC. The end result, of course,
would be to undermine any OPEC accord.

The Conclusions

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

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

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

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

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

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

I have attached for your perusal the details of this forecast along with

the basic underlying assumptions, a short history of the State's revenue
picture, and charts indicating the nominal versus real dollar outlook.
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Revenue Summary

in Thousands of Current Dollars

FY 1987 FY 1988 FY 1989
Estimate Estimate Estimate
June June June
Total General Fund
Unrestricted Revenues (p. 9) 1,741,300 1,716,100 1,672,100
Total General fFund Restricted
Revenues (p. 14) 406,700 406,700 408,600
Total General Fund Revenues
(p. 14) 2,148,000 2,122,800 2,080,700
Alaska Permanent Fund (p. 15) 1,419,900 193,400 _ 197,200
Key Assumptions for June 1987
Petroleum Revenue Projections
For FY 1987 - FY 1989
Mean TAPS Mean Rate
Fiscal ($/bb1) Mean ($/bbl) 30% Throughput Inflation
Year Wellhead Value Wellhead Value (MMbbs/day) %
1987 $7.22 $7.05 1.84 3.59
1988 $9.90 - $8.81 1.87 5.41
1989 $10.44 $8.84 1.89 5.42
Sales Price for
Alaska North Slope Crude 011 at Los Angeles, California
Weighted Average 30% Case
FY 87 $13.16 $12.99 per barrel
FY 88 $14.70 $13.61 per barrel
Fy 89 $14.83 $13.23 per barrel
Sales Price for
Alaska North Slope Crude 011 at Houston, Texas
Weighted Average 30% Case
FY 87 $14.38 $14. 21 per barrel
FY 88 $15.89 $14.80 per barrel
FY 89 $16.04 $14.44 per barrel

Weighted Average TAPS Tariff

FY 87 $4.25 per barrel
FY 88 $3.59 per barrel
FY 89 $2.84 per barrel
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_ General Fund Unrestricted Revenues —

in Thousands of Current Dollars
FY 1987 FY 1988 FY 1989
Estimate Estimate Estimate
Taxes June June June
Income
Corporate-General 14,000 15,000 15,500
Corporate-Petroleum §5,000 110,000 110,000
Gross Receipts
ATaska Business License 2,000 2,000 2,000
Fish-Canned/Shorebased (1) 16,600 8,800 8,800
Fish-Floating 9,000 8,000 8,000
Seafood Marketing 1,400 1,200 1,200
Salmon Enhancement 4,200 3,800 3,800
Insurance Companies 23,600 22,000 21,000
Electric & Telephone Co-ops 1,900 1,900 1,900
Mining License Tax 300 400 400
Severance
07T & Gas Production (2) 624,300 637,900 630,400
0i1 & Gas Conservation 800 700 700
Property
01T & Gas 109,000 80,000 71,000
Sale/Use
ATcoholic Beverages 12,800 12,300 12,000
Fuel Taxes-Aviation (3) 8,100 7,800 7,700
Fuel Taxes-Highway (3) 17,500 18,900 18,700
Fuel Taxes-Marine (3) 5,000 4,700 4,600 E
Tobacco Products 6,600 6,400 6,300 L
Other
Estate 1,100 700 700
Total Taxes 953,200 547,500 924,700
Licenses & Permits
Business (4) 9,500 9,800 9,800
Non-Business 20,000 21,000 21,000
Total Licenses & Permits 79,500 30,800 30,800
Intergovernmental Receipts
Federal Shared Revenues (9) 8,800 8,500 8,500
State Resource Revenue
Sale/Use
Bonus Sales (5) (6) (7) (8) 2,500 -0- -0-
Investment Earnings (9) 160,000 100,000 65,000
Rents (5) (6) (7) (8) 5,500 6,000 6,500
Royalties (2) (5) 437,900 556,200 562,900
Sale of State Property 8,000 9,000 9,000
Gravel, Timber, etc. (10) 8,000 2,500 2,500
Facilities Related Charges
Airports 1,600 1,600 1,600
Ferry System-Southeast 29,000 30,000 31,200
Ferry System-Southwest 3,800 3,900 4,000
Other 5,000 5,000 5,000
(8)




Service Related Charges

Court System 5,300 5,400 5,600
Other 6,000 4,700 4,800
Total State Resources
Revenues 672,600 724,300 698,100
Miscellaneous Revenues 10,000 10,000 ~10,000
Unrestricted Revenues 1,674,100 1,716,100 1,672,100
Plus: Special Settlements (11) 67,200 =0- -0-
Total Unrestricted Revenues (12) 1,741,300 1,716,100 1,672,100

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

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

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

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

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

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

(7) The FY 87 figure reflects the 0CS “8(g)" revenue-sharing settlement of $4.0 million.
The General Fund share represents 46,5 percent of the aforementioned total, whereas the
Permanent Fund will receive 50.0 percent. The remaining 0.5 percent will be distributed to
the Public School Fund.

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

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

(10) The FY 87 estimate reflects increased construction of roads and drilling pads as
projected by the Department of Natural Resources.

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

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

)




Historical Comparison

Unrestricted Revenues

P72 JANUARY 1987 ESTIMATES

A MARCH 19887 ESTIMATES

B JUNE {987 ESTIMATES
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FY 87

FY 87 Estimates
January 1987
March 1987
June 1987

FY 88 Estimates
January 1987
March 1987
June 1987

FY 89 Estimates
January 1987
March 1987
June 1987

17 SHOULD BE KOTED THAT ALL *SPECIAL SETTLEMENTS" HAVE B
IN CONPARING PRIOR FORECASTS. THE FY 87 BOTTOM LINE WOULD INCLU

FY 88

.3342
.5984
.6741

.3250
.5326
L1161

.3739
.5897
.6721

(TAPS REFUNDS/LEGAL EXPENSES) AND $1.5 WILLION {ARCO COURT COSTS).
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FY 89

billion
billion
billion

billion
billion
billion

billion
biilion
billion

EEN EXCLUDED IN FY 87 IN ORDER 70 BE CONSISTENT
DE AN ADDITIONAL $45.7 MILLION




BILLIONS OF DOLLARS

4.3

3.5

2.5

1.5

Unrestricted Revenues

(NOMINAL DOLLARS VS. REAL DOLLARS)

®  ACTUALS(NOMS$)

O  ESTIMATES(NOM$)

¢ ACT/EST(REAL$/1982)

Revenue Actuals
(Nominal §)

FY
FY
Fy
FY
Fy
FY
1
FY
FYy
FY
2
FyY
FY
Fy

13
14
15
76
11
18
19
80
81
82
83
84
85
86

.2082 billion
.2549 billion
.3334 billton
.7098 billion
.8743 billion
.71649 billion
1.1330 billion
2.5012 billion
3.7182 billion
4.1084 billion
3.6310 billion
3.3901 billion
3.2600 billion
3.0755 billion
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Revenue Estimates
(Nominal %)

Fy 87 1.7413 billion
FY 88 1.7161 billion
FYy 89 1.6721 billion

Revenue Actuals/Estimates
(Real $/1982)

FY 82 4.1084 billion

Fy 83 3.4826 bi1l4on
FY 84 3.1347 bi1lion
FYy 85 2.9002 bi1lion
FY 86 2.6584 billion
Fy 87 1.4532 billion
Fy 88 1.3587 billion
FY 89 1.2559 billion




The total General Fund unre
1989 are projected to be $1,741.3 million, $1,716.1

million, respectively.

Revenue Breakdown

stricted revenues for Fiscal Years 19

miliion,

87, 1988, and
and $1,672.1

The following table depicts a breakdown of General Fund unrestricted revenues
in terms of petroleum versus non-petroleum revenues based on the June estimates:

petroleum vs. Non-Petroleum Revenues

(In Millions of Current Dollars)

Corporate Petroleum
Severance Tax

Royalties

Property Tax

Bonus Sale

Rents

Intergovernmental Receipts
Special Settlements

Taxes

Licenses & Permits
Intergovernmental Receipts
State Resources Revenues
Miscellaneous Revenues

Total

Petroleum Revenues

FY 87 Fy 88
95.0 10.0
625.1 638.6
437.9 556.2
109.0 80.0
2.5 -0-
3.5 4.0
8.7 8.4
67.2 -0-

:
\E

Non-Petroleum Revenues

FY 81 FY 88
124.1 113.9
29.5 30.8

1 .
228.1 164.1
10.0 10.0
—392.4 —2318.3

1.741.3 L.1le.l

FY 89

112.6
30.8

130.7
10.0

(12)




Petroleum Revenues

Historical Comparison of General Fund
Unrestricted Petroleum Revenues as Percentages
of General Fund Unrestricted Revenues
(in Millions of Current Dollars)

100
90
Hll ACTUAL

8o 7] ESTIMATE I ? ?T;

70 g
) | 12171%
6 60 HH
s 21%\%
=z 50 /._/_.//
i 21717
g 21414
g 40 N
21%1%
30 21%1%
21721%7
21%1%
20 - 27
21%1%
sl 21%1%
1717
o 41717

1972 1974 1976 1978 1980 1982 1984 1986 1988

* Estimate

Total General Fund

Total General Fund

Fiscal Year Unrestricted Revenues Unrestricted Petroleum Revenues Percent
1971 220.4 47.0 21
1972 219.2 48.4 22
1973 208.2 50.3 24
1974 254.9 80.2 31
1975 333.4 90.4 27
1976 709.8 391.5 55
1977 874.3 477.6 55
1978 764.9 441.5 58
1979 1,133.0 821.6 73
1980 2,501.2 2,256.5 90
1981 3,718.2 3,304.3 89
1982 4,108.4 3,574.8 87
1983 3,631.0 3,026.6 83
1984 3,390.1 2,861.6 84
1985 3,260.0 2,743.5 84
1986 3,075.5 2,657.9 86
1987* 1,741.3 1,348.9 77
1988* 1,716.1 1,397.2 81
1989+ 1,672.1 1,387.9 83
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Restricted Revenues

In Thousands of Current Dollars

FY 1987 Fy 1988 FY 1989
Estimate Estimate Estimate

June June June

Federal Grants-in-Aid

Education 46,800 47,800 47,800
Social Services 134,600 135,700 135,800
Health 3,800 3,800 3,800
Natural Resources 26,700 26,700 28,800
Pub. Prot./Admin. of Justice 9,200 9,000 9,200
Development/General Government 2,100 2,100 2,100
Transportation 150,000 150,000 150,000

Total Federal Grants-in-Aid 313,200 375,100 371,500
Other Grants-in-Aid

Education 1,400 1,400 1,400
Health/Social Services 4,700 4,500 4,300
Natural Resources 2,800 2,800 2,700
Pub. Prot./Admin. of Justice 5,000 3,500 4,000
Development/General Government 6,100 6,000 5,300
Transportation 900 900 900
Total Other Grants-in-Aid 20,900 19,100 18,600
Miscellaneous Restricted

Revenue-A1l Categories 12,600 12,500 12,500

Total Restricted Revenue 1/ 406,700 406,700 408,600
Jotal Unrestricted Revenue 1,741,300 1,116,100  1.672,100
Total General Fund Revenue 2,148,000 2,122,800 2,080,700

1/ Restricted Revenue figures may not agree with those shown in the
Governor's budget due to categorical differences between the
budget and accounting system.
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SPecial Funds

In Thousands of Current Dollars

FY 1987 FY 1988 FY 1989

Estimate Estimate Estimate

June June June
Enterprise Funds
Agriculture Loan Fund 1,100 1,100 1,100
Alternative Tech. and Energy Loan Fund 500 500 500
Bulk Fuel Loan Fund 100 100 100
Child Care Facility Loan Fund -0- -0- -0-
Commercial Fish Loan Fund 5,100 5,100 5,100
Fisheries Enhancement Loan Fund 100 100 100
Fisheries Product Loan Fund -0- -0- -0~
Historical District Loan Fund -0- -0~ -0-
Housing Assistance Loan Fund 13,900 14,400 15,000
International Airport Revenue Fund 51,900 54,300 57,100
Medical Malpractice Loan Fund 100 100 100
Mining Loan Fund 400 400 400
Power Development Loan Fund 6,000 6,000 6,000
Power Project Loan Fund 2,300 2,500 2,500
Residential Energy Cons. Loan Fund 200 200 200
Rural Electrification Loan Fund 100 100 100
Scholarship Loan Fund 3,100 3,900 4,600
Small Business Loan Fund 100 100 100
Tourism Loan Fund 100 100 100
World War II Veterans Loan Fund. 500 500 500
Total Enterprise Funds 85,600 89,500 33,600

Special Revenue Funds

Alaska Permanent Fund () 2) (3) (4) 1,419,900 (3) 193,400 197,200
3)

(
(

Public School Fund (1)(2 10,300 10,800 11,300
Revenue Sharing Fund -0- -0- ~-0-
NPR-A Special Revenue Fund (1) 9,000 1,000 1,000
Fish and Game Fund 7,900 8,100 8,300
Disaster Relief Fund -0- ~-0- ~-0-
Marine Coastal Damage Fund -0- -0- -0-
School Fund 3,000 2,900 2,800
Training & Building Fund 600 600 500
Total Special Revenue Funds 1,450,700 216,800 221,100
Total Special Funds 1,536,300 306,300 314,700

(1) FY 87 figure reflects reallocation of funds from the Permanent Fund ($24.3

million) and the Public School Fund (3$0.2 million) to the NPRA Fund per Ch. 53,
SLA 1986.

(2) Not included in the FY 87 figures are additional estimated amounts from refunds

and expenses for prior years, relative to the TAPS case, due the Alaska Permanent
.Fund (approximately $9.3 million) and the Public School Fund (approximately

$0.2 million respectively).

(3) FY 87 figure reflects the 0CS "8(g)" revenue sharing settlement payments to the

Permanent Fund ($2.0 million) and the Public School Fund (3$0.02 million).
4) The FY 87 figure reflects Ch. 25, SLA 1986 which appropriated approximately
$1.264.4 million from the Undistributed Income Account to the Permanent Fund

principal, effective July 1, 1986.

(15)




Alaska Permanent Fund

In Thousands of Current Dollars

Permanent Fund Principal

Mineral Inflation Total
FY Revenues Appropriations Proofing Contributions(1) Balance (1)
1977 4,000 -0- -0- 4,000 4,000
1978 50,500 -0- -0- 50,500 54,500
1979 83,900 -0- -0- 83,900 138,400
1980 344,800 (2) -0- -0- 344,800 483,200
1981 385,100 900,000 -0- 1,285,300 1,768,500
1982 400,500 800,000 -0- 1,200,500 2,969,000
1983 421,000 400,000 231,200 1,052,200 4,021,200
1984 366,200 300,000 150,900 817,100 4,838,300
1985 368,000 300,000 234,600 902,600 5,740,900
1986 323,500 (3) -0- 216,400 539,900 6,280,800
1987 111,700 (4) 1,264,400 (5) -0- 1,376,100 (4) 7,656,900 (4)
Earnings Distribution ‘
Undistributed
General Dividend Inflation Income Total
FY Fund Account Proofing Account Earnings

1977 -0- -0- ~-0- -0- -0~
1978 1,300 -0- -0- -0- 1,300
1979 6,500 ~-0- -0- -0- 6,500
1980 11,800 11,800 -0- -0~ 23,700
1981 27,500 21,500 -0- 31,200 86,200
1982 71,100 71,100 -0- 174,700 317,000
1983 109,500 (6) 107,900 231,200 22,500 471,100
1984 -0- 175,000 150,900 203,600 529,500
1985 -0- 217,300 234,600 205,900 657,800
1986 -0- 303,400 (1) 216,400 501,100 1,020,900

(1) Includes transfer of net investment gains/losses to principal and citizen contributions.

(2) 1Includes $114.5 million as 25 percent of bonuses and rentals for the undisputed state portion of
the Beaufort Sea Lease Sale. Litigation over the legality of that sale is still pending.

(3) Reflects reallocation of funds ($24.3 million) from the Permanent Fund to the NPRA Fund, per Ch.
53, SLA 1986.

(4) Represents cumulative balance as of April 30, 1987.

SLA 1986 which appropriated $1,264.4 million from the Undistributed Income Account
1986 .

(5) Reflects Ch. 25,
(Earnings Reserve Account) to the Permanent Fund Principal, effective July 1,

(6) Ch. 81, SLA 1982 provided transitional procedures whereby an amount equal to the distributable
income for 1983 would be transferred from the Undistributed Income Account to the General Fund. This

would then be the final General Fund contribution which is not destined for the dividend program.

(7) Ch. 129, SLA 1986 appropriated $303,424,842 from net income to the Dividend Account for payment of
1986 Permanent Fund dividends ($295,885,142 for 1986 dividend payments, $3,328,000 for FY 87
administrative costs, and $4,211,700 for hold harmless costs).

NOTE: Long range projections on the permanent Fund are provided in Table 3, pages 23-26.
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BILLIONS OF DOLLARS

Alaska Permanent Fund

Historical Comparison of
Cumulative Balance

(0] |
1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

FISCAL YEAR

Alaska Permanent Fund

The Alaska Permanent Fund was established by a constitutional amendment
effective February 21, 1977. The amendment stated that contributions to
the fund must consist of at least 25 percent of mineral lease rentals,
royalties, royalty sale proceeds, Federal mineral revenue sharing
payments and bonuses received by the State. Enacted legislation (Ch. 18
SLA 1980) has modified this contribution rate to the Permanent Fund from
25 percent to 50 percent. As a result, any future revenues transferable
from Beaufort Sea production and any future lease sale bonuses will be
subject to the 50 percent rate. During FY 1981, a special appropriation
(Ch. 35 SLA 1980) appropriated $900 million from the General Fund to the
Permanent Fund. Similarly, an additional $1.8 billion was appropriated
(Ch. 61 SLA 1981) for FY 1982 with payments beginning July 1, 1981;
however, this appropriation was legislatively amended (Ch. 101 SLA 1982)
thus permitting deposit of only $800 million in FY 82 and an additional
deposit of 3400 million 1in FY 83. An additional $100 million of this
appropriation was deposited in the Permanent Fund during August, 1983, as
well as, another $100 million each during December, 1983, April, 1984,
October, 1984 and a final $200 million 1in December, 1984 thus fully
satisfying the $1.8 billion appropriation in 1981. Recently Ch. 25, SLA
1986 appropriated $1,264.4 million from the undistributed income account
to the principal of the Permanent Fund, effective July 1, 1986.
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