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OFFICE OF THE COMMISSIONER

October 3, 1986

To the Reader of the Revenue Sources FY 86-89 (September 1986) and
Petroleum Production Revenue Forecast (September 1986)

The revenue forecast presented in these publications 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 in the price of
crude oi1--a commodity whose volatility over the last decade cannot be
exaggerated. This volatility combined with the State of Alaska's almost
complete dependence on 01l 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,

T ellin. /f /M:«

Milton B. Barker
Acting Commissioner of Revenue
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Total General Fund
Unrestricted Revenues (p. 5)

Total General Fund Restricted
Revenues (p. 8)

Total General Fund Revenues
(p. 8)

Alaska Permanent Fund (p. 9)

FY 1986

Prel. Actual

September

2,681,900

322,200

3,004,100

323,500
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Revenue Summary

In Thousands of Current Dollars

Fy 1987
Estimate

September

1,408,600

424,100

1,832,700

1,377,300

FY 1988 FY 89
Estimate Estimate
September September
1,273,600 1,262,500
425,100 N/A
1,698,700 N/A
129,700 142,400




Taxes

Income
Corporate-General
Corporate-Petroleum
Gross Receipts
ATaska Business License
Fish-Canned Salmon (1)
Fish-Shorebased (1)
Fish-Floating
Seafood Marketing
Salmon Enhancement
Insurance Companies(2)
Electric & Telephone Co-ops
Mining License Tax
Severance
011 & Gas Production (3)
0i1 & Gas Conservation

Propert
0171 & Gas

Sale/Use
Alcoholic Beverages
Fuel Taxes-Aviation (4)
Fuel Taxes-Highway (4)
Fuel Taxes-Marine (4)
Tobacco Products (5)
Other
Estate
Total Taxes

Licenses & Permits
Business
Non-Business (6)
Total Licenses & Permits

Intergovernmental Receipts
Federal Shared Revenues (/)

State Resource Revenue

Sale/Use

Bonus Sales (7) (8) (S) (10)

Investment Earnings (11)

Rents (7) (8) (S) (10)

Royalties (3) (7)

Sale of State Property

Gravel, Timber, etc. (12)
Facilities Related Charges

Airports

Ferry System-Southeast

Ferry System-Southwest

Other

In Thousands of Current Dollars

),L/f

— General Fund Unrestrlcted Revenyes

o £
/‘/ 4’,:" “//

4

,t,e

(4)

FY 1986 FY 1937 FY 1988{' FY 1685
Prel. Actual Estimate Estimate Estimate
September September September September
11,200 17,000 ~+ 16,000 s~ 15,500
133,900 130,000 110,000 116,000
}i stz
2,100 2,000 2,000 2,000
3,500 2,500 2,300 2,300 -
10,100 11,500 10,500 s 10,500 9
7,500 &,000 8,000 - - 6,000 ;.
1,100 1,200 1,200 1,260 - | i
4,300 3,800 - 3,800 4 3,80054 S
21,100 20,000 19,600 19,200 " |
1,900 1,900 1,900 1,900
300 300 400 400
1,107,900 470,600 418,900 434,800
500 700 600 600
113,500 89,000 81,000 70,700
13,300 12,800 12,300 12,000
8,100 6,000 8,000 8,000
22,700 21,500 21,000 20,500
5,300 4,300 4,300 4,300 :
4,900 7,000 6,600 6,400
700 600 - 660 600 -
1,473,900 612,700 729,000 732,700
11,300 11,000 11,000 11,000 |
18,000 21,000 21,000 21,000
29,300 52,505 32,000 32,000
/j{;r\rg:»z;,« & (\.,. )
8,000;¢,§’4§/7,5OU g,y 7,500 + 7 7,000 #)
34,700 2,400 -0- -0-
195,000 160,000 60,000 10,000 -
6,200 6,000 5 .« 6,000 - < 6,000
863,500 7<= 311,300 367,600 403,300
8,700 8,500 6,000 9,000~
3,000 % 6,400 7 2,400 7+ 2,400 |-
1,500 . 1,600 1,600 1,600 -
27,000 -+ 29,000 29,000 29,000
3,800 3,800 3,860 3,800
5,400 2. 5,000 5,000 5,000 -~




Service Related Charges

Court System 5,100 5,400 %% 5,7006¢ 4 5,700 .4
Other 4,100 5,000 .. 5,0004.7 5,000+
Total State Resources
Revenues 1,158,000 546,400 495,100 480,800

Miscellaneous Revenues 12,700 10,000 10,000 10,000 |

Total Unrestricted Revenues (13)(14)(15) 2,661,900 1,408,600 T,273,600 1,262,500

(1) The FY 87, FY 88, and FY 89 figures are reduced to reflect the recent enactment of
a shorebased fisheries business tax credit per Ch. 79, SLA 1966. The Act took effect July
1, 1986,

(2} The FY 87, FY 88, and FY 89 figures reflect the enactment of Ch. 118, SLA 1986
which set the tax for domestic and foreign insurers, except hospital and medical service
corporations, at 2.7 percent. Previously domestic insurers were taxea at a 1.5 percent
rate and foreign insurers at 3.0 percent.

(3) The forecasted numbers for FY 87, FY 88, and FY 89 assume the 30 percent case;
however, if the mean case had been utilized for FY 87, FY 88, and FY 89, the production
taxes would change to $543.1 million, $561.4 million and $548.5 million, respectively. The
royalty figures would change to $372.0 million and $482.2 million, and $549.6 million,
respectively. All of the forecasted numbers include the estimated TAPS settlement.

(4) Revenues from the three main categories of fuel tax are shown separately.
However, under the provisions of AS 43.40.010{h), all refunds are made from the highway
fuel tax account. If gross collections of highway fuel taxes remain constant, an increase
in refunds for aviation and marine fuels could lower the net revenues shown for highway
fuels. Also, increasing use is being made of tax credits, which can be taken in lieu of
claiming a refund on certain non-taxable use of fuel (15 AAC 40.200). The FY 86 figure
includes revenue for marine fuel tax collections on fuel purchased out-of-state but which
is used in Alaska waters. A number of returns for taxes levied on in-state usage are
currently in the appeal process and FY 87, FY 88, and FY 89 revenues will not be revised
upward until that process is completed.

(5) Ch, 24, SLA 1985 raised the General Funa portion of the cigarette tax from a rate
of 1-1/2 mills ($.0015) to 5-1/2 mills ($.0055) per cigarette. The Act took effect October
T, 1985.

(6) The FY 87, FY 88 and FY 89 figures reflect tne recent enactment of Ch. 6C, SLA
1986 which would increase driver licensing fees and vehicle registration fees. The Act
will become effective September 1, 1986.

(7) Net Permanent Fund contribution by Ch. 18 SLA 198C.

(8) Reflects state lease sales of §$16.3 million held September 24, 1485 (Sale
45A-North Slope Onshore and Sale 47 - Kuparuk Uplands), $3.G million held February 25, 1586
(Sale 48 - Kuparuk Uplands and Sale 48A - Mikkelsen), and $C.S million held June 24, 1466
(Sale 49 - Cook Inlet). Due to the timing of collections, receipts from the June 15&6
Tease sale are shown as FY 87 revenue. The FY 87, FY &b, and FY 89 figures represent the
General Fund's 45.5 percent share.

(9) The FY 86 figure reflects the 0CS "b(g)" revenue-sharing settlement of $51.4
million. The General Fund share represents 44.5 percent of the aforementioned total,
whereas the Permanent Fund will receive 50.G percent. The remaining 0.5 percent will be
distributed to the Public School Fund. An additional $4.0 million is reflected in FY 87.

(10) The Department of Natural Resources projects the following FY 87, FY 88, and FY
89 state lease sales: FY 87 (Sale 51 - Prudhoe Bay Uplands, Sale 50 - Camden Bay); FY 88
{Sale 53 - Icy Cape, Sale 46 - Holitna basin, Sale 54 - Kuparuk Uplands, Sale 62 - Cook
Inlet, Sale 55 - Demarcation Point); and FY 89 {Sale 56 - Alaska Peninsula, Sale 57 - North
Slope Foothills, Sale 45 - Hope Basin). However, bonus bids are impossible to anticipate
prior to sales; therefore, no estimates are provided.

{11) The FY 88 estimate for investment earnings assumes that the balances of certain
funds and accounts which are commingled with the General Fund for investment may not be
drawn down to meet General Fund cash expenditure needs in FY &§7. Should the budget reserve
fund or the railbelt energy fund be appropriated for other purposes or should the attorney
general opine that certain of the commingled funds and accounts may be drawn down for
General Fund expenditures in FY 87, the FY 88 estimate for investment earnings would be
significantly reduced. Estimates for investment earnings for FY 85 and FY &Y do assume
that moneys from these accounts and funds will be appropriated and spent in those years.

(12) Estimates reflect increased construction of roads and drilling pads as projected
by the Department of Natural Resources; however, some of these projects may be delayed or
changed due to permit denials or environmental impact statement requests.

{13) The State, per AS 36.05.180, will be granting incentive credits against
royalties, severance taxes, and rentals to the oil companies for drilling exploratory
wells, The deduction is approximately $0.7 million which has not been subtracted from the
aforementioned FY 86 figure of $2,681.5 million and approximately $2.9 million which has
not been subtracted from the aforementined FY 87 figure of $1,406.6 million. Additiona)
credits are anticipated in subsequent years.

(14) The FY 86 figure does not include the $245 million the State received from the
ARCO settlement on January 15, 1¢86.

(15} The FY 86 and FY 87 figures do not include the estimated General Fund portion
from refunds and expenses for prior years, relative to the TAPS case. It is assumed that
approximately $149.8 million will be received during FY 86 and approximately $§66.U million

during FY 87.
(5)




Revenue Breakdown

The total General Fund unrestricted revenues for Fiscal Year 1986 preliminary
actuals were $2,681.9 million with Fiscal Years 1987, 1988, and 1989 projected
to be $1,408.6 million, $1,273.6 million, and $1,262.5 million, respectively.

The following table depicts a breakdown of General Fund unrestricted revenues

in terms of petroleum versus non-petraleum revenues based on the September
estimates:

Petroleum vs. Non-Petroleum Revenues

(In Miilions of Current Dollars)

Petroleum Revenues

FY 86 FY 87 FY 88 FY 89

Corporate Petroleum 133.9 130.0 110.0 110.0
Severance Tax 1,108.4 471.3 419.5 435.4
Royalties 863.5 311.3 367.6 403.3
Property Tax 113.5 89.0 81.0 70.7
Bonus Sale 34.7 2.4 -0- -0-
Rents 4.2 4.0 4.0 4.0
Intergovernmental Receipts 1.8 7.3 7.3 6.8

2,266.0 1,015.3 989.4 1,030.2

Non-Petroleum Revenues

FY 86 FYy 87 FYy 88 FYy 89
Taxes 118.1 122.4 118.5 116.6
Licenses & Permits 29.3 32.0 32.0 32.0
Intergovernmental Receipts .2 .2 .2 .2
State Resources Revenues 255.6 228.17 123.5 73.5
Miscellaneous Revenues 12.17 10.0 10.0 10.0

415.9 393.3 284.2 232.3
Total 2,681.9 1,408.6 1,273.6 1,262.5

(6)
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Petroleum Revenues

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

Preliminary Actual
Estimate

[T1 ACTUAL
Sl ESTIMATE
{00
i Irmr
75 — 0 00 it
P =
E o
R A
c B o
£ 50— (] 1
T .
A N
G N
E 2
9 1] 1 T 1 l L | ] L] ] | | 1§ “ 1) 1 I L]
1975 {980 198S
1871-1989
FISCAL YEARS
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 KN
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
71983 3,631.0 3,026.6 83
1984 3,390.1 2,861.6 84
1985 3,260.0 2,743.5 84
1986* 2,681.9 2,266.0 84
1987** 1,408.6 1,015.3 72
1988** 1,273.6 989.4 78
1989** 1,262.5 1,030.2 82

(7)




Restricted Revenues

In Thousands of Current Dollars

FY 1986
Prel. Actual
September
Federal Grants-in-Aid
Education 42,400
Social Services 125,200
Health 3,200
Natural Resources 17,900
Pub. Prot./Admin. of Justice 7,700

Development/General Government 9,300

Transportation

88,500

Total Federal Grants-in-Aid 294,200

Other Grants-in-Aid

Education 1,400
Health/Social Services 4,300
Natural Resources 1,400
Pub. Prot./Admin. of Justice 2,000
Development/General Government 3,600
Transportation 800
Total Other Grants-in-Aid 13,500
Miscellaneous Restricted

Revenue-All Categories 14,500

Total Restricted Revenue 1/ 322,200

Total Unrestricted Revenue 2,681,900

Total General Fund Revenue 3,004,100

N/A Not Available

FY 1987 FY 1988 FY 1989
Estimate Estimate Estimate
September September  September
65,500 65,500 N/A
137,000 138,300 N/A
8,500 8,400 N/A
19,600 20,200 N/A
7,600 7,200 N/A
600 500 N/A
150,000 150,000 N/A
388,800 390,100 N/A
1,600 1,600 N/A
6,200 6,000 N/A
700 700 N/A
2,600 2,300 N/A
8,100 8,100 N/A
1,400 1,500 N/A
20,600 20,200 N/A
14,700 14,800 N/A
424,100 425,100 N/A
1,408,600 1,273,600 1,262,500

1,832,700

1,698,700

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.

(8)




SPecial Funds

In Thousands of Current Dollars

FY 1986 FY 1987 FYy 1988 FY 1989
Prel. Act. Estimate Estimate Estimate

September September September September

Enterprise Funds

Agriculture Loan Fund 1,200 1,300 1,300 N/A
Alternative Tech. and Energy Loan Fund 700 600 500 N/A
Bulk Fuel Loan Fund -0- -0- ~0- N/A
Ch1ld Care Facility Loan Fund 100 100 100 N/A
Commercial Fish Loan Fund 6,300 5,100 4,700 N/A
Fisheries Enhancement Loan Fund -0- -0~ 200 N/A
Fisheries Product Loan Fund -0- -0- -0- N/A
Historical District Loan Fund -0- -0~ ~0- N/A
International Airport Revenue Fund 52,500 54,200 59,000 N/A
Medical Malpractice Loan Fund -0~ -0- -0- N/A
Mining Loan Fund 1,200 700 500 N/A
Power Development Loan Fund 1,700 10,600 12,800 N/A
Power Project Loan Fund -0- 2,600 5,000 N/A
Residential Energy Cons. Loan Fund 200 200 200 N/A
Rural Electrification Loan Fund 100 100 100 N/A
Scholarship Loan Fund 2,800 2,600 3,200 N/A
Small Business Loan Fund 2,400 3,000 2,800 N/A
Tourism Loan Fund 400 200 200 N/A
World War II Veterans Loan Fund 1,000 1,000 1,000 N/A
Total Enterprise Funds 70,600 82,300 91,600 N/A

Special Revenue Funds

Alaska Permanent Fund (1) (2) (3) (4) 323,500 1,377,300 (3) 129,700 142,400
Public School Fund (1)(2) (3) 6,600 2,100 2,600 2,800
Revenue Sharing Fund -0- -0- -0~ -0-
NPR-A Specital Revenue Fund (1) 16,700 9,000 1,000 1,000
Fish and Game Fund 7,800 7,900 8,200 N/A
Marine Coastal Damage Fund -0- -0- -0- N/A
School Fund 2,800 3,200 3,000 2,900
Training & Building Fund 900 600 600 N/A
Total Special Revenue Funds 358,300 1,400,100 145,100 N/A
Total Special Funds 428,900 1,482,400 236,700 N/A
N/A Not Available

(1)

(2)

(3)

(4)

FY 86 and FY 87 figures reflect reallocation of funds from the Permanent Fund
($24.3 million) and the Public School Fund ($0.2 mi1lion) to the NPRA Fund per Ch.
53, SLA 1986.

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 $10.4 million) and the Public School Fund (approximately
$0.2 million respectively).

The FY 86 and FY 87 figures reflect the 0CS "8(g)" revenue sharing settlement
payments to the Permanent Fund ($25.7 million and $2.0 million respectively) and
the Public School Fund ($0.3 million and $0.02 million respectively).

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.




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 8,300 (4) 1,264,400 (5) -0- 1,272,700 (4) 7,553,500 (4)
Earnings Distribution
Undistributed
General Dividend Inflation Income Total

FY Fund Account Proofing Account Earnings

19717 -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 27,500 -0- 31,200 86,200 4
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) 216,400 491,600 1,011,400

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

(2) Includes $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 August 31, 1986.

(5) Reflects Ch. 25, SLA 1986 which appropriated $1,264.4 million from the Undistributed Income Account
(Earnings Reserve Account) to the Permanent Fund Principal, effective July 1, 1986.

(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.

(1) 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 17-20.

(10)




Alaska Permanent Fund

Historical Comparison of
Cumulative Balance

3

NA/PIrTOU MO VWZOHFIrH®
N

1977 1978 1979 1980 1981 1982 1983 1984 1985 1986
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 $400 million in 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 in 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.

(11)
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