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Investm ents

Treasury oversees $24.9 billion.
Retirement (ARMB) funds $15 billion).
Defined contribution funds (~$2.5 billion).
Other state funds (~$7.4 billion).
Treasury manages the cash needs of the State and ARMB.

Treasury manages the ARMB domestic fixed income assets (*$2.7 billion).

Treasury manages the ARMB real estate investment trust assets (*"$125
million).

Treasury also manages three fixed income investment options for the Alaska
Student Loan Corporation (*$95 million).
Two interm ediate bond portfolios.

One managed againstthe Lehman Aggi ?gate Index, less BBB securities.
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Internally M anaged Portfolio R eturns

through Septermber 30,2006

Fund Fund Name Market Value lyr 2yr 3yr Syr
AY70 SHORT-TERM FIXED INCOME $2,582,831,472.06 4.95 3.91 3.04 2.57

91 DAY T-BILL 4.50 3.56 2.73 2.30
AY72 INTERMEDIATE TERM FIXED INCOME 3,194,628,112.17 4.09 2.82 2.53 3.43

3.70 179 2.00 3.18

4.13 3.70 3.89 5.08
3.67 3.23 3.38 481

ML 1-5 YR GOV

AY73 BROAD MKT FIXED INCOME 1,077,207,815.11
LB AGGREGATE

2,682,706,242.2 4.28 3.84 3.93 5.08

AY 77 ARM BOARD FIXED INCOME
3.67 3.23 3.38 4.81

LB AGGREGATE
20,906,018.33 3.91 3.51

AYT1 ORIGINATION FEE
LB AGGREGATE A+ 3.70 3.25
AYT2 SURPLUS 75,153,975.56 3.70 2.44
ML 1-5 YR GOV 3.70 2.29
AYT3 BORROWER BENEFITS 2,716,898.6 3.80 2.52
3.70 2.29

ML 1-5 YR GOV

Source: State Street
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Non-Retirement Investment Returns - Annualized

As of September 30, 2006

FUND NAME Market Value 1 Year 3 Years 5 Years
GENERAL INVESTMENTS FUND $ 3,044,124,592 4.48% 2.85% 3.09%
CONSTITUTIONAL BUDGET RESERVE 1,898,870,859 4.51 2.58 3.80
PERMANENT FUND DIV HLDG 702,604,132 4.94 2.97
CBRFSUBACCOUNT 512,371,173 9.26 10.46 8.02
PUBLIC SCHOOL TRUST FUND-PRINCIPAL 335,097,318 6.85 7.83 6.58
PCE ENDOWMENT FUND 180,029,944 9.23 10.77 8.01
RETIREE HEALTH INSURANCE FUND 170,432,050 4 68 3.34 3.95
RETIREE LTC INSURANCE 137,538,540 9.17 10.83 8.10
EVOS RESEARCH INVESTMENT 115,919,431 9.23 10.55 7.99
INTL AIRPORT REV FUND 89,500,351 4.39 2.71 3.33
UNIVERSITY OF ALASKA 49,677,988 7.40 7.73 5.89
TRANSPORTATION PROJECT 49,468,294 4,94 3.03
ANCHORAGE INTL AIRPORT SERIES 2002 B NON-AMT 48,543,593 4.96 2.91
ANCHORAGE INTL AIRPORT DEVELOPMENT 46,328,656 4.13
EDUCATION & MUSEUM FACILITY 44,928,871 4,95 3.03
EVOS KONIAG INVESTMENT FUND 43,618,245 9.17 10.58
EVOS HABITAT INVESTMENT FUND 36,501,215 9.17 10.62
AK MENTAL HEALTH TRUST RESERVE 30,992,697 6.08 3.18
ACCEL AK TRANS 27,561,539 4.95 3.03
ANCHORAGE INTL AIRPORT SERIES 2002 RESERVE ACCT 13,623,739 5.06 3.57
PUBLIC SCHOOL TRUST FUND- INCOME 12,122,222 4.94 3.04 2.58
ALASKA CHILDREN'S TRUST FUND-PRINCIPAL 11,076,490 6.46 7.62 6.68
SERIES B PROJECT ACCT NON-AMT 10,639,213 4.94
INVESTMENT LOSS TRUST FUND 10,400,410 4.95 3.04 2.57
ANCHORAGE INTL AIRPORT SERIES 2002 A AMT CONST FD 6,487,705 4,95 2.89
ANCHORAGE INTL AIRPORT NON-AMT CONSTRUCTION FUND 4,393,818 5.08 3.03 3.13
ANCHORAGE INTL AIRPORT AMT CONSTRUCTION FUND 4,387,985 7.69 3.88 3.67
SERIES 2003A AMT CONSTR BOND 4,014,906 4.99
SERIES A RESERVE AMT 3,934,476 4.95
SUP. BENEFITS SYS TRUST 1,540,656 4.93 3.06 2.63
SERIES 1999C AMT BOND 671,729 7.97 3.95 3.68
INTL AIRPORT REPAIR ACCOUNT 506,962 4,95 3.04 2 57
364,619 4,95 3.04 2.56

ALASKA CHILDREN'S TRUST FUND - INCOME
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Retirement Fund Returns
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Septem ber 30, 2006

Effective ~ AvgTrgt Actual Target Manager Asset
Weight Weight Return Return Effect  Allocation

Domestic Equity 38% 36% 9.71%  1074%  (0.39%)  (0.00%)
Domestic Fixed-Incc 21% 23% 431%  367%  014%  0.19%
High Yield 2% 2% 702%  790%  (0.02%)  0.01%
Real Estate 10% 9% 1831%  1846%  (0.01%  0.05%
International Equity 17% 15%  2075%  19.32%  026%  0.24%
3% 2% 162  202%  (0.02%)  (0.12%)
Private Equity 3% 6% 1844%  1336%  026%  (0.02%)
Absolute Return 3% 3% 765%  891%  (0.03%)  0.03%
Other 1% 3% 1230%  675%  004%  0.13%
Tad 11.46% =10,71% + 0.22% + 0.51%

*Qnert Qarter Taraei=30.0%6S8P N 00%6L B Ass, 140YAVEO EAFE Inckx 90vaNEREIF Tatal Inckex 60YoRussell 20004.0%6L it
MrthA0% 30%CPAMS0% 23/6VB] BAE Inex 23/6SAP5002 3R sl 000

20/oNVE] Erter Mirketsard 10YakARE T Eauity Ik
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Septem oer 30, 2006

CAIl Public Fund Sponsor D atabase

Returns

O CAIl Public Fund Sponsor Database # Total Fund
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Pension Funds

Cumulative Returns Actual vs Target
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1,503.9
2,067.2
657.2
51.7
514

4,331.5
580.8

4,912.3

30.6%
42.1%
13.4%
1.1%
1.0% I
(88.2°%
11.8% |

100.0% |
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FRANK MURKOWSKI, GOVERNOR

O Slata Office Building
PO Box 110420
Juneau, AK 99811-0420

DEPARTMENT OF REVENUE 907.465.2320

o 0 550 W Seventh, Suite 500
Tax Division Anchorago, AK 99501-3566
907.269.1019

MW/ tax.state, ak. us

The Honorable Frank H. Murkowski, Governor of Alaska December 1, 2006

Governor-Elect Sarah Palin

P.O. Box 110001
Juneau, Alaska 99811-0001

Dear Governor Murkowski & Governor-Elect Palin:

I present you, the Legislature and the Alaska public with the Department of Revenue’s latest
Revenue Sources Hook. Our fall 2006 report includes an accounting ofstate revenues received in
FY 2006 and provides projections for FY 2007 through FY 2017.

Three factors dominate the forecast: pipeline closures on the North Slope, high crude oil prices,

and anew production tax titled the Petroleum Profits Tax or PPT. Taken together, these result in
projected oil revenue of about S4.3 billion for general iund unrestricted revenue for FY 2007 and

represent about 88% of the State's discretionary income ofabout $4.9 billion.

W e project Alaska North Slope crude oil prices will average $59.15 per barrel for this fiscal year

ending June 30, 2007. The fiscal year year-to-date average is currently above $66 per barrel but

price volatility continues and prices are about 20% lower than their peak of $75 per barrel in July
2006. We believe volatility will continue and there will be continued downward pressure on oil

prices. Our forecast for Alaska North Slope crude for FY 2008 is $51.25 and for FY 2009,

$49.50 a barrel.

Our new long-run ANS cnulc oil price forecast for FY 2014-bcyond is $41.50 per barrel,

increasing at the projected rate of inflation. Yes, this is lower than today’s markets and certainly

W ¢ are cautious, however, in our approach, and do not
Wc continue to believe this is an appropriate

lower than many pundits predict.
frequently change our long-term price forecast.

response to volatile oil markets.

Our forecast for natural gas prices at the Henry Hub for FY 2007 is $5.93 per million BTU.
Natural gas prices have exhibited extreme volatility in the last year - declining over 76% between
December 13, 2005 ($15.39 per million BTU) and September 29, 2006 ($3.66 per million BTU).
Since September 29, prices have more than doubled to $7.59 per billion BTU on November 16.
We do not have a separate section on natural gas in the fall forecast; however, historical prices as

well as our forecast for natural gas prices can be found in the appendices section ofour report.



Letter to Governor Murkowski & Governor-Elect Palin Page 2

December 1, 2006

Alaska North Slope crude oil production projections have been adjusted and our FY 2007
forecast is 740,000 b/d - about 12% lower than FY 2006. A significant part ofthis decrease is
attributed to pipeline corrosion issues at Prudhoe Bay, Lisbume and Milne Point. Production for

FY 2008 is projected to increase to about 782,000 b/d - and we assume there are no pipeline

closures of the magnitude seen during calendar year 2006.

Revenue from oil is received from the State’s royalty share, production tax, corporate income tax
and property tax. The PPT is the production tax that was signed into law in 2006. The structure
ofthe PPT as a tax on net value, and the associated tax credits, was designed to er :ourage
investment in the state’s petroleum sector that would lead to higher oil production and thus
This system is radically different from the old ELF-based system and

higher long-run revenues.
The Department of Revenue estimates for

the discussion in Section 4 highlights the differences.
FY 2007, that the PPT will provide the State with aDuUt 51.2 billion more than production taxes

under the ELF-based system.
Wc hope that this forecast provides you with useful information.

Sincerely,

W illiam A. Corbus

Commissioner
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Will Heavy Oil Do theHeavy Lifting forAlaska? ... 21

Heavy oil is located throughout the world, including Alaska where we have
a potential of tens of billions of recoverable barrels. The state currently has
five fields producing heavy oil and there is significant potential for additional

production.

(O T I = VA T TSR

In FY 2006, oil and gas production tax. corporate income tax, property tax and
royalty revenues contributed 88 percent of the state’s General Fund unrestricted
revenue. Oil revenues will continue to play a key role in Alaska'’s future.

Other Revenue (exceptFederal &Investment) ... 45

Revenue from non-oil sources includes non-oil taxes, charges for services, fines
and forfeitures, licenses and permits, rents and royalties and other revenue

sources.

N W N B R N U TS

Federal funding continues to be one of Alaska’ biggest sources of revenue.

INVESTM ENT R BV BN U oottt ettt e e s eb e e e s bbe e e s e be e e e sbbeeessbaeeesabeeesnns

Investment earnings come from the Alaska Permanent Fund, Constitutional
budget Reserve Fund. General Fund and other state investments.
State ENdOW M Nt FUN S it seene s

Alaska has six endowment funds.

Public Corporations and the University of Alaska ..o 75

Seven public corporations and the University of Alaska are treated as separate
component units of state government for financial reporting purposes.

A PP BN A IC B Sttt bRt e et st a et e ne s
The appendices provide 10 years of historical data and 10 years of forecast data

on oil revenue, prices and production. Fora complete set ofhistoric.il data, please
visit our web site at http.7Avwwv.tax.st.uc.ak.us/xourcesbook/index.asp.

| ill 2006 Revenue Soun.cs Honk
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Tax Division Contact Persons Contact Persons lor Specific Topics

Alaska Permanent Fund

Robynn J. Wilson, Director Chris Phillips, Director of Finance
907.269.6620 Alaska Permanent Fund Corporation
robynn_wilson@revenue.statc.ak.us 907.465.2047

Michael D. Williams, Chief Economist cphillips@alaskapermfuiul.com

907.269.1019 Constitutional budget Reserve Fund

Ui w@>revenue,state.ak.ns "Ibin Boutin. Deputy Commissioner
Alaska Department 3 Revenue, Treasury Division
907.465.2300
907.269.1020 tom_boutin@rcvenue.state.ak. us
denise_hawos(5>rcveinie.stare.ak.us

Den ITawes, Economist

Non-Petroleum Revenue

belli I.cschper, Program Coordinator, Puhlisher
Dan Stickel, Economist

907.465.2370 Alaska Depaitment of Revenue. Tax Division
beth_Icsclipcr@rcvenuc.state.ak. us 907.465.3279

daniel_stickel@rcvenue.state.ak.us
Restricted Revenue

John Boucher, Senior Economist
OHicc of the Governor, Management and Budget

907.465.4677
jolm_bouclier@gov.state.ak. us

www .tax.statc.ak.us
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1.

General Discussion

The purpose of the semi-annual Rev-
enue Sources Book is to provide the
governor, legislature and citizens of the
state with a summaty of our past col-
lections of state revenue and a forecast
of future revenue. Revenues are cat-
egorized into four major components:
oil & d gas royalties and taxes, income
f'roi i sources other than oil including
non-oii taxes and Ices, federal dollars
and investment revenues.

(Til revenues continue to dominate the
unrestricted revenue picture- -and will
continue to provide at least 85% of
Unrestricted General Purpose Revenue
tluotigli PY 2010. However, North
Slope oil production is declining. In FY

Introduction

2006, ANS output was 0.845 million
barrels per day compared to a peak of
2.006 million hands aday in FY 1988.
While production declined by almost
58% over that period, the market price
of oil has more than tripled. For FY
21)07. we ptojcct oil production will
continue to decrease to 0.740 million
barrels per day.

Before the run-up in crude oil prices,
beginning in about 2003, the Consti-
tutional Budget Reserve Fund (CBRI i
was used to balance the state’s budget
in 10 of 15 years. liven il prices remain
high, the rapid fall in North Slope
crude oil volumes could lead to future
budget slimtf.ills and draws on (lie
CBRF.

Alaskas total revenue picture also
includes earnings from the Permanent
Fund, federal revenue and reserves in
the CBRF. We hope that the informa-
tion provided in this book provides
greater insight not only into the sources
of revenue that support the state today,
but also into future revenues from po-
tential new sources on the hoii/on.

Please note that totals in the tables
tluoughom this publication mav not
equal the sum of components due to
roundint'

LLill Z1(16 Revenue Sou,ccs Bunk el
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2. Executive Summary

Total Government Revenue

Figure 2-1. FY2006Total Revenue S10.5 billion
S
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Figure 2-2. TotaJ Governmental Revenue by Major Component, FY 2006 and Forecasted FY 2007-2008

($ million)

Oil Pavenue Hisrory Forecast

Unrt 'ricted FY2006 FY2007 FY2008
Prjperty tax 54.5 51.7 514
Corporate income tax 661.1 657.2 493.7
Production tax 1,199.2 2,067.2 1,476.1
Royalties (including bonuses, rents, & interest) 1,784 1 1,555.4 1,336.0
Subtotal 3,698.9 4,331.5 3.357.2
Restricted

Royalties (including bonuses, rents & interest) 611.5 518.6 447.8
Tax settlements to CBRF 43.7 90.0 20.0
NPR-A royalties, rents and bonuses 2.9 6.4 7.6
Subtotal 658.1 615.0 475.4
Subtotal oil revenue 4,357.0 4,946.5 3,832.6
Other Revenue (Except Federal & Investment)

Unrestricted FY 2006 FY 2007 FY 2008
Taxes (see Figure 5-3) 327.6 347.9 344.9
Charges For services (see Figure 5-4) 23.1 23.1 23.1
Fines and forfeitures 8.5 10.3 10.3
Licenses and permits 41.9 44.1 44.9
Rents and royalties 8.8 9.4 9.5
Other 40.6 22.0 20.5
Stditotal 450.5 456.8 453.2
Restricted

Faxes (see Figure 5-3) 86.3 84.7 128.8
Charges lor services (see Figure 5-4) 225.0 235.8 239.6
Fines and forfeitures 21.0 20.1 30.6
Licenses and permits 30.6 37.1 .37.5
Rents and royalties 5.9 5.9 5.9
Other 156.7 100.4 176.7
Subtotal 525.5 484.0 619.1
Subtotal other revenue 976.0 940.8 1,072.3

« | in 2000 Revenue Sonnes Rook
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Figure 2-2. Continued

Federal Revenue History Forecast

FY 2006 FY 2007 FY 2008
Restricted 1,971.5 3,048.5 3,048.5
Subtotal federal revenue 19715 3,048.5 3,048.5

Investment Revenue

Unrestricted

Investments 51.9 122.6 99.3
Interest paid by others 1.4 1.4 1.4
Subtotal 53.3 124.0 100.7
Restricted

Investments 14.4 37.9 29.1
Constitutional Budget Reserve Fund 73.3 176.1 176.5
Other treasury managed funds 13.4 22.3 23.0
Alaska Permanent Fund (GASB) 3.072.3 2.512.5 2,673.9
Subtotal 3,173.3 2,748.8 2,902.5
Subtotal investment 3,226.7 2,872.8 3,003.2

Grand total 10,531.2 11,808.6 10,956.6

il JIHKI Revenue Sources Rook 5
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Figure 2-3. Total Government by Major Component, FY 2006

Restricted

i $6.3 billion
s7 Unrestricted

$4.2 billion

Investment $0.1 billion

% | Investment $3.2 billion

51

52
Sl

sit

Figure 2-4. Total Governmental State Revenue, FY 2006 and Forecasted FY 2007-2008 (S million)

Revenue Source History Forecast
FY 2006 FY 2007 FY 2008

Unrestricted

Oil revenue 3,698.9 4.331.5 3.357.2
Other revenue (except federal & investment) 450.5 456.8 453.2
Investment earnings 53.3 124.0 100.7
Subtotal 4,202.7 4,912.3 39111
Restricted

Oil revenue 658.1 615.0 475.4
Other revenue (except federal & investment) 525.5 484.0 619.1
Investment earnings 3.173.3 2,748.8 2,902.5
Federal revenue 1.971.5 3,048.5 3,048.5
Subtotal 6,328.4 6,896.3 7,045.5

Cirantl total ]Q5312 IL&BG ].Q%G
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Unrestricted General

Purpose Revenue

Unrestricted General Purpose Revenue
is the amount generally used For budget
planning purposes and designated in
budget documents as General Fund
revenue. Figure 2-5 on the next two
pages sets out FY 2006 Unrestricted
General Purpose Revenue and out
forecast for FY 2007 and 2008.

Ihe Department of Revenue uses a
tlttee-stcp process to make its final esti-
mate ol Unrestricted Gcneial Purpose
Revenue.

Step |. We estimate all unrestricted
revenues in the Alaska State Account-
ing System (AKSAS), as well as certain

program receipts, by using our forecast
models and obtaining estimates from

other state agencies.

Step 2. We then consult the Governor's
Office of Management and Budget and
Legislative Finance for their input.

Step 3. Finally, following analysis, we
adjust our initial projection *o derive a
forecast ol -otal Unrestricted General
Purpose Revenue.

¢ Reductions miglu include: (a) reve-
nue earmarked for specific programs,
(b) pass-tbrouglt revenue for quali-
fied regional aquacultutc and dive
fishery associations, and (c) revenue

Fall 2006 Revenue .Sources Hook

shared with municipal governments
and organizations (e.g., fisheries
taxes).

Additions might include transfers
from the unclaimed property trust
to the state treasury.

il 310 Revenue Suun.es Hook - *
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Figure 2-5. Unrestricted General Purpose Revenue, FY 2006 and Forecasted FY 2007-2008 ($ million)

History Forecast
Oil Revenue FY 2006 FY 2007 FY2008
Property tax 54.5 51.7 514
Corporate income tax 661.1 657.2 493.7
Production tax
Oil & gas production 1,191.4 2,057.5 1,466.3
Oil & gas hazardous release 7.8 9.7 9.8
Subtotal production tax 1,199.2 2,067.2 1,476.1
Royalties (including bonuses, rents, & interest)
Mineral bonuses & rents 11.6 41.4 17.3
Oil & gas royalties 1,772.2 1,503.9 1,317.2
Interest 0.3 10.0 1.4
| Subtotal royalties 1,784.1 1.555.4 1,336.0
Total oil revenue 3,698.9 4,331.5 3,357.2
Other revenue (except federal & investment)
Sales tk use
Alcoholic beverages 17.6 17.8 18.2
Tobacco products - cigarettes™ 26.4 32.1 36.2
Tobacco products - other 7.6 7.9 8.3
Insurance premium 44.3 45.4 45.9
Electric and telephone cooperative 0.2 0.2 0.2
Motor fuel tax 42.0 42.9 43.4
Vehicle rental 7.7 7.8 8.0
Tire fee 1.6 1.7 1.7
Subtotal sales & use 147.4 155.8 161.9
Corporate income tax11 137.6 135.7 128.7
Fish
Fisheries business"1 15.2 15.6 16.1
Fishery resource landing" 5.8 4.1 4.3
Subtotal fish 21.0 19.7 20.4
Other
Mining 18.6 34.3 31.5
Estate 0.6 0.0 0.0
2.4 2.4 2.4

(Iharitable gaming
Subtotal other 21.6 36.7 33.9

Subtotal other taxes &76 ?A?g ?A49

g M|l 2000 Revenue Sources Book
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Figure 2-5. Continued

History Forecast

Other revenue (except federal & Investment) FY 2006 FY2007 FY 2008
Charges for services

General government 21.0 21.0 21.0

Natural resources 1.9 1.9 1.9

Other 0.2 0.2 0.2
Subtotal charges for services 23.1 23.1 23.1
Fines & forfeitures 8.5 10.3 10.3
Licenses & permits

Motor vehicle 37.7 39.8 40.6

Alcoholic beverage licenses 1.0 11 11

Other 3.2 3.2 3.2
Subtotal licenses & permits 41.9 44.1 449
Rents & royalties

Land leasing, rental & sales 7.4 7.9 7.9

Coals royalties 11 1.2 13

Cabin rentals 0.3 0.3 0.3
Subtotal rents & royalties 8.8 9.4 9.5
Other

Miscellaneous 30.6 16.5 16.5

Unclaimed property 10.0 5.5 4.0
Subtotal other 40.6 22.0 20.S
Total other (except federal & investment) 450.5 456.8 453.2
Investment Revenue
Investments 51.9 122.6 99.3

Interest paid by others 1.4 14 1.4
Subtotal investment revenue 53.3 124.0 100.7
Total unrestricted revenue 4,202.7 4,912.3 3,911.1

(1) Ihe tobacco (cigarette) tax repotted here dilfcrx slightly from the amount recur. Iin the Tax Pivi'.ion's | iseil Year 2006 Annii.il Ue
pore because ot timing iwues. Some tax returns ate nut receivesl Jtiil pincesscil uni .tier ilie state auotming system lias dosed, resultmyj;

in iheii being counted in ilie following liscal year.

(2) Mie aimuiiii nt snipiii.iie in nine tax repiirteil line iliileis slightly Irnin the air 111 lecmded in the lax ivisiun's I'Y 006 Annual
Rcpott lieeause ui liming issues. A small ammiiil nf revenue svas miivesl to this acu .m alter the iluso i t the liscal year. Ihis correctiim is
lellestesi in the Annual Kcpou, lull is mil inshtileil lieie hexause ii is nut imimlcs!  the slate accounting system.

(3) Ihe lisheiies taxes lepurietl line tliller slightly limn the atiunmis recorded in th: lax Ihxixions I;Y 2006 Annual Report licc.mscnl
timing issues, Sume tax reiuuis ate not tescivei! ami pimessc! mini alter the state a..minting system ha* closed, resulting in their being
smmtcsl in the lullnsving fiscal year.

lull 2006 Revenue Soiucox Honk eo
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Crude 0 il Price

Forecast

Oil revenue will provide at least 85%
of forecasted Unrestricted General Pur-
pose Revenue through PY 2010. 'lwo
elements arc critical to the oil revenue
forecast: price and volume.

There is no price for Alaska crude oil
on the New York Mercantile Exchange
(NYMEX)11lor other commodity
exchanges. The spot price of Alaska
North Slope (ANS) is calculated by
subtraction a market differential from
the price of West Texas Intermediate
(WTI) quoted on the NYMEX. Four
different assessment services estimate
that market differential and report a
daily spot price for ANS.

All of Alaska’ oil production is de-
livered to refineries on the U.S. West

Figure 2-6. WTI1, ANS West Coast and ANS Wellhead, FY 2006 and Forecasted FY 2007-2017

(Nominal $ per barrel)

Fiscal Year WTI
2006 63.01
2007 61.45
2008 53.75
2009 52.00
2010 51.50
2011 52.50
2012 50.00
201d 47.50
2014 44.00
2015 45.00
2016 46.00
2017 47.00

(1 The NYMI .Xtumid nurkrt i\ one m>, e lor a N1Li|imic. A daily \\ 11 \>i>t gnotr snuld jImi ke drtuniincd by a repuriiiig sctvisr s daily .men

iih'iil ut ilie \X"11 t|nit iiuikfi.
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Coast (including Alaska and Hawaii).
Consequently, Alaska’ royalty and
pro ’iction tax revenue depends in
large part on the average market price
of ANS crude oil at U.S. West Coast
refining centers.

The table below contains crude oil
prices for FY 2006 and the Department
of Revenue’ forecast of prices for the
11-year period beginning with the cur-
rent fiscal year FY 2007 and continuing
through FY 2017. The oil price forecast
is based on a subjective assessment of
market dynamics and trend analysis by
participants at a Department of Rev-
enue price scenario meeting.

ANS West Coast ANS Wellhead
60.80 55.33
59.15 52.35
51.25 44.97
49.50 44.84
49.00 44.09
50.0(1 44.98
47.50 42.24
45,00 39.62
41.50 35.88
42.50 36.66
43.50 37.51
44.50 38.34



Figure 2-7 shows: (1) the monthly
ANS West Coast market price from
July 1997 through September 2006,
(2) the 60-month moving average West
Coast marker price for the same period
and (3) the derived NYMEX crude oil
futures price of ANS from October
2006 to January 2011.

Hie figure illustrates a number of issues
with respect to oil prices including:

e month-to-month crude oil price
volatility— monthly ANS West
Coast prices during this time period
ranged from just under $9.39 per
barrel to $73.10 per barrel.

¢ the 60-month moving average is
$39.52 per barrel and has increased
dramatically since 1999.

| .ill 2006 Revenue Sinuses Rook

» the derived futures market price of
October 2006 shows prices have
slipped a bit from July 2006 record
highs.

We assume that over the medium-
term, ANS oil prices will average $49
per barrel in FY 2010, $50 per barrel
in FY 2011, and $47.50 per barrel in
FY 2012 (in nominal terms). Over the
long run, beginning in FY 2014, prices
will increase at 2.75% per year. This
long-run price assumption was changed
this year for the first time since our fall
2004 forecast based on Tax Division
protocol.*’1

Figure 2-7. ANS West Coast and Futures Market Qil Prices ($ per barrel)

T

October 2006 futures

listorical ANS montltlv price

July’97  Jan.’99

July *00

1

60 month ANS moving average

Jan.’02  July ‘03 Jan. ‘05 July'06 Jan.’08  July‘09

I'I' According to the drpjiltnriu'i ptlcc lumacling protocol, long-run umlc ml pric c projection >. <t unit be clunged cvetv two lean it pitie 1Jclpltl
I-mailing pjiliclparm agree to t change over the prior t in commune fall loreuulng ceidoni
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Crude 0 il Production

Forecast

Alaska North Slope crude oil produc-
tion peaked at 2.006 million barrels
per day in FY 1988 and has steadily
declined since. In FY 2006, ANS
production averaged 0.845 million
barrels per day, and we project produc-
tion to decrease by about 12% to 0.740
million barrels per day in FY 2007.

A significant portion of this decrease

is attributable to pipeline corrosion
issues at Prudhoe Bay, Lisburne and
Milne Point. For this forecast, we have
decreased our expectation ol future
production, based on recent historical
events. The North Slope is a mature

oil province with aging infrastructure.
Looking into the future, it is the ag-
ing infrastructure—with additional
potential down time—that is prompt-
ing an additional reduction in crude oil
production volumes. We see up to 10%
of the production being at risk because

$

of the aging infrastructure problem and
project delays in heavy oil and satellite
field development.

This production forecast has bee;

revised since last spring. For the r;rst
time, we offer a discrete forecast for off-
shore fields Ooogurttk and Nikairchugq.
Oooguruk is expected to come on line
in FY 2008 at approximately 3,M/0
barrels per day peaking at about 17,000
barrels per day; Nikaitchuq in FY

2009 at 4,000 barrels per day peak-

ing at about 14,000 barrels per day.

We expect Alpine West to add almost
7,000 barrels per day by FY 2010,
peaking at about 12,000 barrels per day
in FY 2012. We have not changed our
production forecast for the National
Petroleum Reserve Alaska (NPR-A]j.
We still anticipate that the NPR-A will
add 10,000 barrels per day by FY 2011

peaking at 65,000 barrels per day by
FY 2015. We delayed Point Thomson
one year in keeping with our ten-year
development lead-time assumption,
which may be conservative. For this
forecast, we have not linked the devel-
opment of Point Thomson to any gas
pipeline project or contract.

More discussion of this fall 2006 oil
production forecast can be found in
Section 4. Oil Revenue. Also, a de-
tailed (Telcl-by-field production forecast
is included in the appendices of this
forecast.

Woc continue to present the ANS
production forecast in three parts:

(1) currently producing, (2) currently
under development and (3) currently
being evaluated for development. We
do this so that the reader will have an
understanding about the .ncettainty

Figure 2-8. Alaska North Slope Production, FY 2006 and Forecasted FY 2007-2017 " (million barrels/day)

Fiscal Year Curren.tly

Producing
2006 0.845
2007 0.70S
2008 0.676
2009 0.626
2010 0.577
2011 0.535
2012 0.495
2013 0.460
2014 0.412
2018 0.408
2016 0.387
2017 0.369

Hi Vrrv ol ilie oil forrt JUttl in Ilir Umirr 1 Vvrloj'mmi jmI I 'mirr | wlivintn i4trf

[J Lill JOOK* Krvvnuc Nmincs UimL

Under Under

Development ({valuation Total ANS
0.000 0.000 0.845
0.034 0.000 0.740
0.102 0.004 0.782
0.128 0.025 0.779
0.143 0.059 0.779
0.150 0.098 0.782
0.147 0.190 0.831
0.139 0.196 0.795
0.133 0.208 0.772
0.127 0.201 <L737
0.124 0.186 0.696
0.119 0.242 0,730

t. I < piofuit in licKU unit mil



associated with the production forecast.

We continue to forecast production of
those reserves that have already been
discovered and at minimum are being
evaluated for development.

Just as important as what we do fore-
cast for production is what we don't
forecast. Ibis production projection
does not include any viscous oil from
the 20 billion barrel Ugnu field, which
is in the evaluation mode, and less

than 5% of the viscous oil known ro
exist in the 10 billion barrel West Sak
field. Also absent is any production
from known federal offshore oil fields
Hammerhead, Kuvluin and Sandpiper,
all of which could provide revenue-
sharing to the state and help sustain the
Trans-Alaska Pipeline System (TAPS)
throughput. Lastly, we withhold any
estimate of future production from un-
announced discoveries or undiscovered

lull 2006 Revenue Sources Book

fields, including ANWR and NPR-A.

We believe our forecast 0f6.5-7.5
billion barrels of recoverable oil by PY
2040-2050, respectively, represents a
conservative estimate ol the remaining
potential in Alaska.

Figure 2-9. ANS Production Forecast by Category, FY 1998-2006, Forecasted IT 2007-2017(1

(million barrels/day)

1ill Jtltlh Itiru-nik’ "&nines Hunl; 1\
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New O0Oil Development

As production from the Prudlioe Bay ence-case forecast, new oil is defined quarter of our projected oil produc-
and Kuparuk fields continue to decline, as crude already discovered and under tion will come from projects requiring
some of the decline will be offset by evaluation or under development. By significant new investment.

newoii development. In our rcfer- FY 2010, as Figure 2-10 shows, onc-

Figure 2-10. New Oil as a Percentage of Total Oil (million barrels/day)

Fiscal Year Total New Oil ANS Total Percenta_ge
New Oil
2007 0.034 0.740 4.6%
2008 0.106 0.782 13.6%
2009 0.153 0.779 19.7%
2010 0.201 0.779 25.9%
2011 0.24ft 0.782 31.7%
2012 0.337 0.831 40.5%
2013 0.336 0.795 42.2%
2014 0.340 0.772 44.1%
2013 0.329 0.737 44.6%
2016 0.309 0.696 44.4%
2017 0.361 0.730 49.5%

11 Lill Jlitlti Ucvruuc Stiluses Hunk



Petroleum Profits T ax

(PPT) Replaces ELF -

Bascd Severance T ix

Ilie Petroleum Profits Tax (PPT), a
major rewrite ol the States oil and gas
production tax system (also known as
die "severance tax”), was signed into
law liv Governor Murkowski on August
19, 2006. The PPT system replaces the
prior production tax system based on
the Economic Limit Factor (ELF), por-
tions of which had been in place since
the 1970s. 1lhe tax change was the end
result of intense analysis and debate
during the 24th Legislative Session

that encompassed the regular legislative
session and two 30-day special ses-
sions. To view the PPT legislation in
its entirety, see http://www.legis.state.
ak.us/PDF/24/BiilstHWOOIZ.PDF.

How the PPT Works

The PP Lis a significant departure «ioni
the prior production tax system, based
on the Economic Limit Factor (F.I.F).
The ELF-based system raxed oil and
gas on its value at the point of produc-
tion (also called the "wellhead value™),
after being adjusted by the property's
F.I.LF, making it a tax that was specific
to a property. The ELF for a particular
property was calculated using a com-
plex formula that compared production
levels with the number of wells for that
property. The resulting ELF value was
always between 0 and I, meaning that
propeities could have heon assessed for
as little as zero production tax or they
have heen taxed at the highest nomi-
nal tax rate of 16% of the property's
wellhead value.

Rather than being a tax from a spe-
cific property, the PPT 6 a tax on the
profits' of oil and gas produced by a
company, | ike the ITT-bascd tax, the
PI* | starts with the value at the point

of production, but it then departs from
the FLF tax by recognizing the costs

a company incurs to produce that oil
or gas. By subtracting costs from the
value of production, a company arrives
at its "production tax value,” a term
very similar in concept to a company’s
net income. The production tax

value is multiplied by the PPT tax
rate—22.5%—to arrive at the base rax.
.Should the production tax value exceed
$40 per barrel of oil produced (or the
equivalent in gas), the tax rate increases
0.25% for every dollar the per-bartcl
production tax value is over $-10.

A company’s PPT tax liability is re-
duced to the extent that the company
invests in equipment, projects, or other
items that are deemed “capital expendi-
tures.” Capital expenditures generally
include costs related to the purchase of
drill rigs or other equipment, infra-
structure, exploration, and facility
expansion. These costs, which are
capitalized on company financial state-
ments, are immediately expensed under
the PPT to arrive at the production t.ix
value. Capital costs are also eligible

for a 20% credit against the company's
PPT" liability. In order to protect the
state from crediting companies lor
unmet maintenance obligations, the
Legislature specifically disallowed capi-
tal expenditures up to $0.30 per barrel
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under the PPT.

The 20% capital investment credit is
intended to encourage rc-investment in
Alaska. It has been the administration's
view, as well as the Legislatures, that
capital investments, whether directly or
indirectly related to exploration, may
ultimately lead to increased future oil
or gas production.

Two other significant credits round out
the PPT system: the transition credit,
and the base allowance. Both credits
are temporary, lasting 10 years or less,
and each has specific limitations on its
availability. The transition credit allows
companies credits for capital expendi-
tures made within 5 years prior to the
enactment of the PPT, but requires
current capital investment. The base
allowance is a credit of $12 million per
year or less, granted to small producers
that have a tax liability under the PPT.
Neither ofthese credits can be used to
reduce a taxpayers liability to less than
zero.

Companies with operations in Cook
Inlet, or in areas of the state other than
the North Slope and Cook Inlet, have
special tax provisions that apply undei
the PPT. For example. Cook Inlet op-
erators pay the lower of the HLF-based
rax or the PP T. Such special exceptions
are not discussed in detail here.

The PPT" tax liability formula can be illustrated as a relatively simple equa-

tion as tallows:

PPT Tax Liability =[(Value - Coils) x Tax Rate] - Credits

Ilie terms used in the equation are defined as follows:

Value

Costs

Volume of Oil and Gas Produced x Wellhead Value
O|XT.ttmg Expcndituies »Capital F\|viulitutes

Tax Rate 22.5% «0.25% forevery $! per hand that this “net income exceeds $40

Credits

(20% x Capital Fxpendisurcs) » (20% x Eligible Tiansition

Exprnditutcs) i Base Allowance (as described above)

1.ill 21ICfi Revenue Snurt.es Bonk o |'e
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Estimated Revenue Under
the PPT

lax revenues generated under the PPT
will vary by price and by production
levels, just like the ELF-based tax did.
Because the PP L includes costs in the
tax calculation as well, there is a third
variable upon which tax revenues will
depend. llie revenues the State receives
from the PPT will be contingent on
oil prices, on North Slope production,
and on how much it costs to produce
the oil.

Preliminary estimates by the Depart-
ment of Revenue indicate that the
PPT will generate more production
tax revenue than the ELF-based tax

at ANS prices above (about) S25 per
barrel. W ien prices are below $25 per
barrel, or when costs arc high relative
to the price ol oil, a tax lloor is trig-
gered, which protects some level ol tax

revenue for the State. If prices average
around $60 per barrel for FY07, and
with currently projected production
and cost estimates, the PPT could
generate over $2 billion in production
tax revenue this year—over $1 billion
dollars more than the ELF-based tax
would generate at that price.

Tic chart below shows cumulative
forecasted production tax revenues
under the ELF-based tax and under the
PPT for the period of FY 2008 through
FY 2012. PPT revenues are lower than
previously anticipated because ol the
additional near-term costs related to
pipeline repairs and lower than expect-
ed production volumes in FY07 and
08. Over the long-term, we believe
that the PPT will generate higher tax
revenues than the ELF-based system at
prices in the $25-$30 per barrel range.

Although the PPT tax changes were

made retroactive to April 1, 2006,
taxpayers will make monthly payments
based on the ELF tax for the remain-
der of calendar year 2006. 'lhe first
tax payment under the PPT will be
made at the end of February 2007, for
production occurring in January 2007.
At the end of March 2007, taxpayers
will be expected to make a “true-up”
payment for any additional PP L tax li-
ability for the peri.>d of April | through
December 31, 2006.

Administratively, the monthly and
annual reporting and payment struc-
ture will differ under the PPT from
that used under the ELF-based system.
Under the PPT, companies will make
estimated payments every month and
compute their annual tax liability once
in a calendar year (in March ror the
previous calendar year), Under the
ELF' system, companies made monthly

Figure 2-11. Estimated Cumulative Production Tax, 2008-2012 Under ELF-based Production
Tax and PP L Production Tax
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payments and filed their returns every
month.

Putting the PPT in Place

As with any new legislation, there is
still plenty of work to do after the bill
is signed into law. Putting a huge rax
reform such as the PPT into place
requires the coordination of several
processes in order to achieve a smooth
transition. These processes include
writing regulations, designing comput-
er systems and taxpayer forms, provid-
ing training to taxp sand agency
staff, and hiring supplemental person-
nel as needed.

Forecasting revenues under the T. T
will pose additional challenges for the
Department of Revenue. Under the
new system, the department will have
to consider cost levels in addition to
volumes and prices. Although much
about cost levels is known, extraordi-

nary events such as pipeline leaks or
other mechanical failures can cause
costs to escalate beyond forecasted lev-
els. Similarly, efficiency gains in daily
operations will translate to increased
revenues for the State.

Ilie change from the IELF tax to the
PPT is arguably the biggest change in
the history of petroleum production
taxation in the state. It is the depart-
ments hope that with this change will
come increased exploration and pro-
duction of Alaskas plentiful resources.

Longer-Term

Unrestricted R evenue

0 utlook

Using the price and volume com-
ponents developed for this fall 2006
forecast, the table below summarizes
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the departments forecast of total Un-
restricted General Purpose Revenue
through FY 2017.

Figure 2-12. Total Unrestricted General Purpose Revenue, FY2006 and Forecasted FY 2007-2017 (S million)

Unrestricted QOil

Fiscal Year Revenue
2006 3,698.9
2007 4,331.5
2008 3,357.2
2009 3,224.3
2010 3,105.7
2011 3.137.4
2012 3,002.5
2013 2,710.0
2014 2,363.4
2015 2,223.9
2016 2,149.9
2017 2,337.9

Unrestricted
Other Revenue

Unrestricted

(ex'cept federal & Iné/:\f;r:ueent
investment)
450.5 53.3
456.8 124.0
453.2 100.7
451.6 100."
462.6 100."
480.7 100."
489.0 100."
496.5 100."
504.0 100."
515.0 100.7
524.1 100."
526.4 100."

Total
Unrestricted Percent. From
Revenue oil
4,202.7 88%
4,912.3 88%
391 1.1 86%
3,776.6 85%
3,669.0 85%
3,718.8 84%
3,592.2 84%
3.307.2 82%
2,968.1 80%
2,8.39.6 78%
2,774.7 77%
2.965.0 79%
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Spending,

Forecasted Revenue

and the Constitutional

Budget Reserve Fund

As approved by voters in 1990, all
receipts from oil and gas tax and roy-
alty settlements are deposited into the
Constitutional Budget Resernve Fund
(CBRF). The state lias deposited about
S5.6 billion into the resenve fund,
generating about Si.8 billion in invest-
ment earnings. Since the increase in

oil prices beginning in about 2003, no
CBRF withdrawals have been necessary
to balance the states budget. However,
given price volatility and the decline
expected in volumes from the North
Slope, the state may have to depend on
the CBRF in the future. "Through Sep-
tember 30, 2006, approximately $5-1

billion had been borrowed from the
CBREF to balance the budget, leaving
abalance of $2.4 billion. According to
the State Constitution, the $5.1 billion
must be repaid to the CBRF.

Two tables are presented below to
help the reader understand the time-
period in which the CBRF would be
depleted. Figure 2-13(A) presents the
case where all surpluses are deposited
in the CBRF. Figure 2-13(B) presents
the case where no surpluses are depos-
ited in the CBRF. For example, using
the DOR price and revenue forecast
and assuming a General Fund appro-
priations budget of $4.6 billion in FY

2007 and a flat appropriations budget
of$3.7 billion thereafter, the CBRF
would not be depleted before 2020

if all budget surpluses were deposited
into the CBRF (see Figure 2-13(A)). By
contrast, if none ol the budget surplus-
eswere deposited into the CBRF, the
CBRF would be depleted in February
2018 (see Figure 2-13(B)).

Figure 2-13 (A). CBRF Run-Out Date With Excess Revenue Deposited into CBRF™

i i i r
Fiscal Model of Oil Revenue & CBRF I'ctfortnant c at Selected Pricel (S/1uricl)

Annual State Budget Fall 2006 Oil
After FT 07 ($ billion) Price Forecast*2 $25 $35 $45 $55 $65
2.3 Dec 2020 Aug 2015 Dec 2020 Dec 2020 Dec 2020 Dec 2020
2.7 Dec 2020 Mar 2012 Dec 2020 Dec 2020 Dec 2020 Dec 2020
3.0 Dec 2020 Jan 2011 May 2017 Dec 2020 Dec 2020 Dec 2020
3.3 Dec 2020 May 2010 Nov 2013 Dec 2020 Dec 2020 Dec 2020
3.7 Dec 2020 Oct 2009 Jul2011 Apt 2019 Dec 2020 Dec 2020
4.0 Feb 2017 Jim 2009 Aug 2010 Mar 2015 Dec 2020 Dec 2020
4.3 Sep 2014 Mar 2009 Fch 2010 Sep 2012 Dec 2020 Dec 2020
4.6 Jan 2013 Dec 2008 Sep 2009 Apr 2011 Dec 2017 Dec 2020

(). @. (i) sd limurrics on next pece
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Figure 2-13 (B). CBRF Run-Out Date Without Excess Revenue Deposited into CBRF"1

i t 1
Annual State Budget Fall 2006 Oil Fiscal Model of Oil Revenue & :BRF Paformanc; at Sdected Prices ($/barrcl) A

After FY 07 ($ billion) Price Forecast™ $25 $35 $45 $55 $65
23 Dec 2020 Dec 2013 Dec 2020 Dec 2020 Dec 2020 Dec 2U20
2.7 Dec 2020 Mar 2011 Jun 2020 Dec 2020 Dec 2020 Dec 2020
3.0 Dec 2020 Apr 2010 Sep 2015 Dec 2020 Dec 2020 Dec 2020
3.3 Dec 2020 Oct 2009 Aug 2012 Dec 2020 Fee 2020 Dec 2020
3.7 Feb 2018 Mar 2009 Oct 2010 Jan 2017 Dec 2020 Dec 2020
4.0 May 2015 Dec 2008 Jan 2010 Oct 2013 Dec 2020 Dec 2020
4.3 Sep 2013 Oct 2008 Aug 2009 Jul2011 Mar 2020 Dec 2020
4.6 Feb 2012 Aug 2008 Mar 2009 Aug 2010 Mar 2016 Dec 2020

(2) Matrix Setesin 1Y 2008, Fell 2006 forecasted production valures are used. 'llie date Dec 2020 indicates that the CBRF does nat run

out deling rmetrix timeframe.

(2) Fll 2006 farecasted ANS price projections are $61.25 per barrd in FY 2008, $40.50 per barrd in FY 2009, $19 per barrd in FY 2010.
$50 pa bard in FY' 2011, $47.50 per barrel in FY 2012 and $45 per bard in FY 2013, For FY 2014-beyond ANS prices are estineted to
growa 2.75%

(3) Matrix aloas reader to sded spedific fisca yeer price (from FY 2008-hevond) to deterrine CBRF extavstion data
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3. W ill

Heavy O il

L ifting for Alaska?

What is heawy oil? Where is it located
and how much ol the stufl is there?
Why arent the oil companies produc-
ing it now? 'lliese are some of the
questions this section will attempt to
answer. Like other crude oils, heavy

oil can he refined and used to produce
refined petroleum products such as
gasoline and jet fuel. Physical problems
make its production mote challenging
than other crude ails. llie potential to
produce and develop heavy oil has great
promise lor Alaska.

W hat is Heavy Oil?

lleavy oil i*-atype nl crude oil which
is very viscous and does not How easily.
Ilie common characteristic properties

are the following:
* Fligh specific gravity*" (very dense)

e Low hydrogen to carhon ratios
(chemical characteristic)

e High carbon residues (much left
alter conversion to refined product)

< 1ligli contents of heavy metals,
sulphur and nitrogen.

I here is no one definition of heavy oil.
llie term heawy oil refers to oil with a
high density and low American Petr*>
leum Institute (API) gravity®' due t"
the piesence of a high proportion of
heavy hydrocarbon fractions. Ibis is
technical jargon lor saying the material
is tliic ker than maple syrup and doc-
not How easily. llie AIM gravity system
implies that the higher the AIM gras 'y,
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Do The Heavy

the lighter the liquid, the easier it flows.
Using numbers, some definitions clas-
sify crude oil as heavy if it has an AIM
gravity of less than 25°. otlter defini-
tions say it is less titan 20"AIM. All these
definitions refer to the crude c. at the
surface. In terms of the ability of the oil
to How underground within the foi.na-
tion, heavy oils are generally those with
aviscosity greater than 100 ccntipoi.sc

- ameasure used to evaluate the ability
ol aliquid to How at resetvoir condi-
tions. 'lhe higher the viscosity number,
the slower the How. Bitumen (very
heavy liquid similai to chocolate syrup)
has a rating greater than 10,000.

In Alaska, the real issue is not the AIM
gravity, hut the ability ol the crude
oil to How, or its viscosity. While AIM

(1) IheSpadific Gravity of j dtilistince Isj conparison < its density to thas of water. Imeginea diuu battle filled with weter, asecod filled witli
feethers, athird filled with leedweight', Ihete areequal valunes of meterial presart, hut the bottle with the leethers will weigh lessthan tint containing
water; the baottle with leed weights will weigh the nost. In order d increasing gxcilie graty, th -screterials would be leathers, svatet. and leed Spedific

gravity can be messured predsaly, ot estimeted by acomparison, e>dme
1319 lbis paraeter lus econanic signiti. jike  Snoait isthe mainquiality criterion for crude ol
preng the higher the grawity the higher the price of the i rude oll.

(2) AMgravity a 11415 / Spedfic (irtvty & 60" |
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Figure 3-1. Potential Heavy Oil Resources Source: International Energy Agency, Resources to Reserves, November 2005, page 76,

Barrels in place:

0 1 billion
£ 10 billion

(@] 100 billion

1 trillion

gravity provides a measure of its density
(and economic value), it fails to incor-
porate the more dilHcult issues sur-
rounding flow. From this perspective,

a better descriptor of Alaskan heavy

oil would be to call it viscous oil, asit
relates to its ability to How.

One ol the major reasons Alaska'soil is
viscous is because it is relatively close to
the sutlace of the eatth - where there

is very thick permafrost. lIlie oil is not
located deep in the earth, where the
tcmperatutcs are warmer, but within sis
thousand feet ol the surface where tern
pct.uures are cooler, thereby reducing
the oil's viscosity or ability to flow. For

, 1 in Alaska, API gravity
isn't as important as is tcservotr temper-
ature. Hence, these deposits are some-
times referred to as viscous oil deposits,
rather than heavy oil. Permafrost affects
production, as it will cool oil traveling
through the permafrost zone.

AN
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Worldwide Resources of
Heavy Oil

Heavy oil is located throughout the
world and the International Fnergy
Age ncy estimates world heawy ail, or
viscous oil resources at more than 6 tril-
lion barrels with about 2 trillion barrels
deemed recoverable (see Figure 3-1).

Ilie three laigest deposits are in Canada
(about 1.86 trillion barrels), Russia, and
Venezuela (each with about 1.2 trillion
barrels), Alaska is in the next level with
the potential for about 101) billion bar-
rels of heavy oil resources. At this time,
there ate known Alaskan reserves of over
20 billion barrels of viscous oil with the
possibility of billions more yet to be
identified. llie viscous oil in Canada
is very similar to that of the viscous oil
in Alaska both ate located in cooler
climates and both do not llow well in
their natmal tescrvoirs.

Ihere are currently five fields produc-
ing viscous oil in Alaska: Orion, Polaris,
Schrader Bluff, Tabasco and West Sek
Four of these fields are shown in Figure
3-2 on the next page. Not shown is
Tabasco, which is a Kuparuk River
Unit satellite. Figure 3-3 on the next
page reveals the subsurface formation in
which the viscous oil lies. At this time,
viscous oil is being developed from the
oil formation titled "West Sak Schrader
Bluff. No oil is being produced from
the Ugnu formation.

llie Noah Slope is underlain by perma-
frost which extends to about 1,81)0 feet
in depth. llie shallowest oil bearing for-
mation, named Ugnu, is closest to the
permafrost. llie temperature in this for-
mation is below freezing, its API giavitv
is S'and it has a very high oil viscosity.
I'he billions of barrels of lesenves in this
foi mation are not economical to pto-
duce now, but someday may be.



Figure 3-2. Alaska’'sViscous Qil Reserves Source: BP Exploration Alaska (Inc.)
presentation to Alaska Department o fRevenue, February 18, 2005.
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Figure 3-3. Alaska’sViscous Oil Deposits Source: Internationallin, 'gy Agency,
Resources to Reserves, November 2005, page 76.
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Developing Viscous Ol
Resources

Developing viscous oil is cliflicult and
expensive. Some heavy oils and bitu-
men are too viscous to flow at reservoir
conditions. They are usually found at
relatively shallow depths that are too
deep to be mined. At such depths,
temperatures are low, so that viscosity
is high. They need special production
technologies to facilitate their flow
from reservoir to well head. Tradition-
ally, these have been "steam flooding”
techniques, which involve injecting hot
steam to heat the oil in-situ, thereby
reducing its viscosity and allowing it

to flow. Rut the last ten years have seen
the advent of many new approaches
such as steamrassisted gravity drainage
- sec Figure 3-4 on page 24.

Also being used are techniques involv-
ing C02 or natural gas injection. All ol
these techniques require facility and en-
ergy expenses that are well beyond the
requirements lor producing traditional
oil resenves.

Another problem faced by Alaska’s
viscous oil producers is solid waste
-significant solids (sand) are produced
in conjunction with the oil and must
be disposed. Some of the facilities on
the North Slope were not developed
with sand disposal in mind and must
be periodically closed to remove the
sand. As newer facilities are developed,
they will likely integrate solid waste
disposal.

While large-scale implementation

of Steam Assisted Gravity Drainage
(SACID) and other techniques is just
beginning, it is expected to significantly
boost pioduction over the next few
years. Indeed, recent technology has
improved the economics to the point
where Canadian heavy oil and bitu-
men deposits can be produced through
in-situ techniques at oil prices below

lall 2(106 Revenue Sotitccs Rook 23



$20 per barrel (see Figure 3-5 on page
25). Current production of heavy oil
and bitumen in Canada, for example,
is dose to 1 million barrels per day and
could double by 2012.

The Outlook

At the time of thir. writing, about 5%
of the oil produced in Alaska is consid-
ered viscous. Will this resource be de-
veloped to alarger extent in the future?

While this question cannot be an-
swered unequivocally, there are several
indicators that greater development ol
viscous oil on Alaska’s North Slope is
likely to occur. These facts are divided
into two broad categories - the fiscal
regime and technology.

» Hscal Regime - Canada’s recent
experience with oil sands and heavy oil
beats witness to the powerful force of a
stable and attractive tax and royalty re-
gime, combined with higher oil prices,
to catalyze fresh investment. With the
pessage of the new Petroleum Profits
Fax (PPT) in Alaska, similar incentives
are in place and are expected to stimu-
late investment. Companies will be able
to claim deductions and earn credits lor
their higher costs of producing heavy
and viscous oil that will lower their tax
burden.

» Technology - the oil industry is con-
tinually developing new techniques and
technologies to enhance oil produc-
tion. Such technological advances are
pushing back the bonders ol operating
capability in difficult temperature and
geographical situations.

Taken together, these two aspects paint
a picture of future development of
Alaskals viscous oil.

Finally, Alaska hes the opportunity to
take the lead in viscous oil research and
civ.itean Arctic Resources Research
(‘'enter that could serve as acentral
research facility for heavy and viscous

Figure 3-4. Schematic ofSAGD. Source: International Energy Agency, Resources to

Reserves, November 2005, page 76.

S
Steom Injector

Oil Producer

QOil Sond Formation g.

Steam Assisted Gravity
Drainage (SAGD)

The advent of precision-placed hori-
zontal wells has led to development
of SAGD. As Figure 3-4 shows,

two horizontal wells are drilled,

one above the other, the upper well
for steam injection, the lower well
for oil production. This dual-well
system ensures efficient use of heat
within avirtual "steam chamber",
aswell asthe excellent recovery rate
achieved by gravity drainage, in
which gravity stabilizes the interface
between oil and ste. n. Recovery
factors can be asbig as60%. lire
intrinsic slowness ol gravity drain-
age would mean low production

oil development worldwide. By engag-
ing parmeis with heawy oil resources
from uiound thewoild, Alaska could
f.tcilit ire research and provide insights
into viscous oil development and
environmental issues to all involved

rates if it were not possible to drill
such long horizontal wells, one pair
of which can drain asignificant
volume. The cornerstone in this
very promising technique is the
capability, developed by the industn
over the past 15 years, to position
horizontal wells very precisely over
long distances. Because the wells arc
relatively shallow, moreover, drilling
costs are sufficiently low to make
large-scale developments with nu-
merous wells affordable. SAGD has
come into its own over the past three
or four years and is now having a big
impact on the economics of heavy
oil production.

Source: Intertration.il Energy Agency, Resources

to Reserves. November 2005. p.rge AO.

Judging by the si/c of the reserves in
the colder climates, u appears organiza-
tions operating in Norway. Russia and
Canada would be interested as poten-
tial partners.
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3-5. Oil Production Costs for Canadian Tar Sand (2004 dollars/ barrel) Source: International Energy Agency, Resources to
Reserves, November 2005, page 77.
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Figure 4-2. Total Oil Revenue, FY 2006 and Forecasted FY 2007-2008 ($ million)

O il Revenue History Forecast

FY 2006 FY 2007 FY 2008

Unrestricted

Property tax 145 51.7 514
Corporate income tax 661.1 657.2 493.7
Production tax(l 1,109.2 2,067.2 1,476.1
Royalties (including bonuses, rents & interest) 1,784.1 1,555.4 1,336.0
Subtotal 3,698.9 4,331.5 3.357.2
increase/decrease Ironi prior period 849.3 632.6 (974.3)
% change from prior period 29.8% 17.1% -22.5%
Restricted

Royalties to Perm Fund & School Fund 611.5 518.6 447.8
Tax settlements to CBRF 43.7 90.0 20.0
NPR-A royalties, rents & bonuses 29 6.4 7.6
Subtotal 658.1 615.0 475.4
increase/decrease fiom prior period 112.6 (43.1) (139.0)
'M dungc from prior period 20.6% -6.5% -22.7%

Total oil revenue 4,357.0 4,946.5 3,8.32.6

| increase/decrease from prior peiiod 961.9 589.5 (1.113.9)
| % change front prior period 28.3% 13.5% -22.5%

(1) "llie amount id production tax repatted here dtllorx %j;biv hum the aimmtii recorded in the lax Divitlun'v |V 2006 A
tul ttcpon hoarnc <ttinting; icutev. A vrall anmount of revernue roorded in another acoourt in 1V 200t wax noved to thi>
aooourt dlter the clow of the local vear  Thiv collection >rdlected in the Annual Kepon, hut 2/41at itn hided here ltecauwvit iv

not induded ill the date acoounting tyitcrl.

X lull 2000 Revenue Sources Pool.



General Discussion

llie state receives oil anti gas revenue
Irom lour sources: oil and gas produc-
tion tax, property tax, royalties and
corporate income tax. 1lie bulk of he
revenue goes into the GenerJ Fund lor
general pmpaose spending. Of the loyal-
ties. 25% goes into the principal ol

the Alaska Permanent bund and 0.5%
goes into the Public School Trust Fund.
Iline also ate two other funds that
receive specific oil and gas revenues:
the National Petioleum Reserve-Alaska
(NPR-A) Pund  which teceives the
state’s 'hate of all lease bonuses Irom

sdes in die NPR-A; and the Constitu-
tional Budget Reserve bund (CBRF),
which receives settlements of tax and
royalty disputes between the state and
oil and gas producers.

llie pie chart in Figure 4*3 (next page)
shows the actual amount of each tax
and royalty xouue in FY 2006. As can
he seen Irom the liguie, royalties and
the production tax ennsti ute the latg-
est part-83%-of restricted and unre-
stricted oil tevenuc combined. 1bis sec-
tion begins with adisc'.ssion of these
two revenue sout.c- , both of which ate
driven by price and volume. We tl.ett
review the price b>'ecastmg methodol-
ogy that underlies this biannual teport,

Fill 2006 Revenyc .Sources Book

and discuss the linkage between market
prices and wellhead values. We also re-
view our production forecast, and close
this section with adiscussion of oil and
ges property taxes, oil and ges cotpot.ite
income taxes and the restricted por-
tions ol oil revenue.

(1) Hii>> lum irplements Jfedera teuinment licit the state i itsiluic <I NI'It-A nl reverue in misty tit. needsnl Imal immmmitio nost alei teil
lis develnlinent in (lie NI'lt-A Ini iletailed Intiiimaiiiin nil tins limit, see Sesiimn Nil 1" nl treesury's Invesinmi I'nlisies jiiil 1'riHodnre Manual.

lall 2006 Kesentf Smuces Book 2>
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Figure 4-3. FY 2006 oil revenue by category, $4,357 million

CBRF
Settlements
$43.7
Restricted
m Unrestricted
(1) IndudesNI'RArertsit l.awsssof $20 million
Unrestricted 0 il Revenue
Figure 4.4. Unrestricted Oil Revenue Forecast, FY 2007-20U
Fiscal Year 2007 200H 2009 2010 2011 2012
Property lax >17 514 51.0 50.6 50.4 50.1
Corporate 657.2 4937 4665 4550 447.1 4587
Income lax
I'rmluciion lax 2.067.2 14761 14031 13335 1,366.8 1.336.2
Rotallies-Net (1) 15554 1,336.0 1.303.7 1,2665 12731 11574
total oil revernues  4.331.5 3.357.2 3.224.3 3.105.7 3.137.4 3,002.5
liicfcaxc/docfc.Lsc
. . . . 135.
from prior period 632.6 (974.)) (132.8) (118.6) 31.7 (135.0)
"u change from i o 400 0 0 0
prior petiod 17.1% -225% -4.0% -3.7% 1.0% -4.3%
11) Intitules M\ and inietest
tit « 1.ill 20110 Kevcnuc Souris  Book

Property tax
$54.5
2013 2014
49.2 47.9
430.1 404.0
11055 1,006.2
1.035.2 005.4
2,710.0 2.363.4
(202.4) (346.6)
-0.7".. -12.8%

2015 2016 2017
46.5 46.0 45.3
361.1 367.5 3727
037.6 8756 1.000.7
878.7 8609 010.3

2.223.0 2,149.0 2.337.0

(139.5) (74.0) 1880

-s.0"o -3.3% 8.7%



Crude O il and Natural

6Gas Production Taxes

All oil and gas production in Alaska
except the federal and state royalty
share and a small amount used for
production is subject to the state's
production taxes and hazardous release
surcharges that are levied only on crude
oil. Taxes and surcharges are collected
on amonthly basis.

The New Petroleum Profits
Tax (PPT) For Crude Oil and

Natural Gas Production

In August 2006, the Alaska Legisla-
ture passed the Petroleum Profits lax
(PP L), which made major changes to
the state's production tax system. A
discussion of the PPT is also found in
the Executive Summary of this Rev-
enue Sources Book. FY 2006 was the
last year that production tax was levied
in accordance with the provisions ol
the Economic Limit Factor (ELF)*
based tax, as discussed later.

Ilie PPT is a significant departure horn
the prior production tax system, based
on the ELF. 'lhe PPT is atax based on
the "profits” of an oil company and is
retroactive to April 1,2006. lhe ELF*
bascd system wes based on the grass
pioduccion value of a specific property.

llie PPT starts with the value at the
point of production hut then subtracts
costs hum the value o| production. By
suhti.uting costs Irom the value of pro-
duction, «company arrives at its "pro-
duction tax value," a tcun very similar
in concept to a company’s net income.
llie pioduction tax value is multiplied
by the PPT tax late -225%— to arrive
at the base tax. Should the pioduction
tax value exceed $40 per barrel ol oil
produced (or the equivalent in gas), the

1.ill 2006 Revenue Sources Book

PPT Tax Liability =[(Value - Costs) x Tax Rate] - Credits

The terms used in the equation are defined as follows:

Value = Volume of Oil and Gas Produced x Wellhead Value

Caosts =Operating Expenditures + Capiral Expenditures
lax Rate=225% +0.25% for every $ 1 per band that this “net income" exasads $40

Credits = (20% x Capital Expenditures) + (20% x Eligible Transition

Expenditures) + Base Allowance

tax rate increases 0.25% for every dol-
lar the per-barrcl production tax value
is over $40.

A company's PPT liability is reduced to
the extent that it invests in equipment,
projects, or other items that are deemed
“capital expenditures.” Capital expen-
ditures generally include costs related
to the purchase of drill rigs or other
equipment, infrastructure, exploration,
and facility expansion. Ihcsc costs,
which are capitalized on company
financial statements, are immediately
expensed under the PPT to arrive ar
the production tax value. Capital cost-,
are eligible for a 20% credit against

the company’s PPT liability. In order

to protect the state from crediting
companies for unmet maintenance
obligations, the legislature specifically
disallowed capital expenses up to $0 30
per barrel under the PPT.

Ilie 20"ii capital expenditure credit i
intended to encourage re-investmem n
Alaska.

Iwo other significant credits round

out the PPT: Ihe transition credit

and the base allowance. Both credits
ate temporary, lasting 10 years or If'-,
and each has specific limitations on %
availability. Ihe transition credit allows
credits lor capital expenditutes made
within 5 years prior to the enactment
of the PPT. hut requires current capital
investment. llie base allowance is a
credit of $12 million per year or less.

granted to small producers that have a
tax liability under the PPT. Neither of
these credits can he used to reduce a
taxpayer’s liability to less than zero.

1 ill 2U116 Revenue Sot -ics book « 51
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Comparing the New PPT
System with the Old ELF-
Based System

To help the viewer understand the dif-
ferences between the PPT and the ELF,
two sets of comparisons are done: (1)
Fundamental Differences and (2) Rev-
enue Estimate differences. The focus is
on oil taxes because they represent the
vast majority of petroleum tax receipts.

1 Fundamental Differences Between
the PPT and the ELF

Starting with the tax base, the PPT is
bjsed on net value while the ELF was
based on gross value at the point of

production. The ELF system applied
statewide while the PPT has exceptions
lor Cook Inlet and new production
aress.

'Ihe tax rate under the PPT is 22.5%
plus a “progrcssivity tax” that increases
the overall tax rate based on the profit-
ability of the oil produced. Thu tax rate
under ELI* was either 12.25% or 15%
depending on the age of the field.

Under the PPT, there are adjustments
to tax liability based on credits for
capital expenditures. Under the ELF
system, there was an adjustment to tax

Figure 4-5. Fundamental Differences Between PPT and ELF

Component
Tax base

Framework of tax

Geographical framework

Tax rate

Incentives

lax return filing

Tax payments

. lall 2<H< Revenue .Nimiu ¢ Runt;

ELF-based system
Gross value of production

Property-specific

liability based on the fields ELF.

Taxpayers make monthly payments
under both systems. With the PPT,
there isan annual filing in which the
taxpayer makes any “final” tax pay-
ment based on annual lax liability for
the previous calendar year. Ibis annual
filing due date is March 31. Under the
ELF, there were monthly filings and no
annual filing requirements.

PPT-based system
Net value of production

Company-specific

Exceptions for Cook Inlet & new produc-

Tax applies statewide

12.25% for first 5 years, then 15%

(based on gross value of production)

tion areas

22.5% i progressivity tax (based on net

value of production)

Credit for capital expenditures. 70%

Small producer tax credit up to $12 million

Economic Limit Factor (EI.F), 0 100%

Monthly
Monthly

New Area Development credit up to $6

million
Annual

Monthly



2. Revenue Estimate Differences Be-
tween the PPT and the ELF for Oil

Following is an example of how the
estimated PPT tax would compare

to the ELF-based tax in a typical year
with about 285 million barrels of oil
produced on the North Slope, and an
ANS West Coast sdes price of $60 per
barrel.

As one can see from the hypothetical
example, there are more calculations
with the PPT, and the tax liability is
higher. This example uses a price of
$60 per barrel and assumes certain

costs and credits. If the price was lower
or the costs were higher (or both),
results could be very different. In gen-
eral, the PPT is progressive while ELF
system was regressive. This means the
following: at higher prices tax liability
is higher under the PPT than under the
ELF. Under lower prices, tax liability

is higher under the ELF than the PPT.
This assumes the cost structure is the
same for both cases.

* Kill 2006 Revenue Source”Bbok

Figure 4-6. Estimated Production Fax Revenues Under the ELF-based and PP | Systems at $60 per Barrel, ANS West

Coast ($ millions except where noted)

ELF Tax System
Value at point of production
Production tax rate

Average economic limit factor

Effective production tax rate (F.LF adjusted)

Production tax total
Divided by days/year
Production tax per day

PPT Tax System

$13,750 Value at point of production $13,750
15% Minus upstream caosts $2,460
0.529 Production tax value $11,290
7.94% Tax rate 22.5%
$1,092 Production bese tax before credits $2,540

365 Progrcssivity tax $148

$2.99 Minus capital ac transition credits & allonances $460
Production tax total for year $2,228

Divided by days/year 365
Production tax per day $6.10

fall 2006 Revenue .Sources Book ¢3 >
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The Old ELF-Bascd
Production Tax for Oil

The tax rate for oil depended on the
age of the field and the Economic

Limit Factor (ELF). The ELF depended
on total daily oil production and aver-
age daily per well production from each
producing field.

The statutory production tax rate on
oil waes 12.25% of its value at the point
of production for the lirst five years of
field production and 15% thereafter.
There was a minimum tax of 80 cent
per taxable barrel.

The effective tax rate was calculated by
multiplying the statutory tax rate, even
if it was the minimum 80 cents per
barrel, times the ELF. The ELF formula
for oil production is shown in this box.

ELF = | T - (300 x wells)

| volume

if the ELF were calculated separately
for each field (provided there was no
extraordinary discrepancy in the per
well productivity rates.)

In January 2005, the department aggre-
gated seven fields in the Prudhoe Bay
Unit. The decision to aggregate focused
on, among other things, the increasing
interdependence found in the engineer-
ing and operation of the fields.

Under both the ELF and the PPT, the
taxable value of oil is determined by de-
ducting allowable marine and pipeline
transportation caosts from the destina-
tion value of the oil at its disposition
point. This point is defined as either

a third-party sale or delivery to the
producer'sown refinery. The destina-
tion value for most dispositions is tied
by regulation to the West Coast spot
price of ANS crude oil.

[/ 10003\ 2 1.53333

I-'  vehiamee '

‘wels* is the number of o'educing wellsinthefed, ware"s the lota/ daily p-oducton (o* theleiJ

The ELF formula resulted in lower
effective tax rates for smaller, Inw-pro-
duction fields and higher tax rates for
larger, highly productive fields. There
was aimiijuc ELF lot every combina-
tion of total daily field production and
average daily per well production.

An examination ol this formula reveals
that the ELF was very sensitive to the
total volume. Under the law, if there
was economic interdependence he
tween fields, the department had the
discretion to aggregate those fields

for purposes ol the FI F calculation.
That is, the volumes from more than
one field ended up in asingle FI F
calculation. That calculation may have
produced an ELF (and tax) for all the
combined fields that was higher than

11 Fall 2006 Revenue Num.es Book

For Alaska, the problem with the

ElL F-based system wes that the FI F
was declining, due to lower pioduction
and smaller fields. As Figure 4-7 (next
page) reveals, future revenue from oil
would decrease-even if prices remained
high-for two reasons: (1) declining oll
pioduction and (2) adeclining FI.F,
which was based on field and well
productivity.

Hazardous Release Surcharge

Ihe Department of Administration,
Division ol Finance, moniiois the bal-
ance of the Oil and | la/ardous Sub-
stance Release Prevention and Response
Fund. Ibis limd wes created by the

legislature in 1986 to provide a "readily
available funding source to investigate,
contain, and clean up oil and hazard-
ous releases.” An amendment in 1994
divided the fund into two separate ac-
counts comprised of; (1) the Response
Account which requires asurcharge on
all oil production, except federal and
state royalty barrels, that may be used
to finance the states response to an oil
or hazardous substance release declared
a disaster by the governor; (2) the
Prevention Account which isin addi-
tional surcharge on all oil production,
except federal and state royalty barrels,
that may be used for the clean up of oll
and hazardous substance releases not
declared a disaster by the Governor.
This account can also be used to fund
oil and hazardous substance release
prevention programs in Alaska.

With the passage ol the PPT, the
Response surcharge (AS 43.55.201)
wes changed from $.02 to $.01 and the
Prevention surcharge (AS 43.55.300)
was increased from $.03 to $.04. Both
of these changes are effective April 1,
2006.

The Response surcharge is suspended
when the balance is equal to or exceeds
$50 million. As of June 30, 2006, the
cumulative balance ol the accounts was
$51.? million.

Oil Royalties

Almost all Alaska oil and gas produc-
tion occurs on state lands leased for
exploration and development. As the
land owner, the state earns revenue
from leasing as. (1) upfront bonuses,
(2) aiiiiu.il rent charges and (3) a
retained royalty interest in oil and ges
production.

(iener.illy. the state issues leases based
on acompetitive bonus hid system. It
has always retained a iovaby interest

of at least 12,5%. The vast majority of
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Figure 4-7. Economic Limit Factor, FY 1996-2006 and Forecasted FY 2007-2011

LU

The bars in Hgure 4-7 illustrate the actual weighted avenge ELF for North Slope oil production since FY 19% and our
projections of that weighted average through FY 2011 The slight increase in 2000 reflects the eflect of the department s
January 12,2005. dedision to aggyregate seven figlds in the Pritahoe Hay Unit for purposes of calculating the ELF. Pnid-
hoc Hay ELF. during the forecast period, indudes the Pritdhoe Hay-satellites and i't Mclntyre; the historical represents

only the ELF from Prudhoe Hay.

current production is from leases that
carry that rate. Some currently produc-
ing leases carry rates as high as 20%.
and some leases also have a net pmfit-
share production agreement.

State oil and ges leases provide that

the state may take its oil royalty in
barrels (in-kind) or asa percentage ol
the production value (in-value). In FY
2006. the state took approximately
61,000 barrels per day of North Slope
production in-kind and sd | it to Flint
i fills Resources Alaska, 1 1 (i lor (licit
refinery at North I'ole.

Ihe royalty oil taken in-value is valued
according to a formula using a market

basket of spot crude oil prices closely
approximating the ANS West (’oast
spot price of oil less atransportation
allowance back to the lease. Royalties
ate based on a destination price— the
higher of the actual sales price or the
prevailing value. *;i lhe pipeline ami
marine transportation costs ate de-
ducted Irom the destination value to
derive the taxable netback value of the

oil or gas.

(2 ANSWrit G um prevailingvaue, par ISAAC 5VIT7I. isthe iiiunililv aerage of daily goat market piiicv nputted by Plan»Odgram Reuters ard
Icluate Price Reporting Sanices. 'Gils price is published monthly on the las Division wihsiie sssssymstate.akm

lall 2006 Revenue Smiuvs Bo XKe IS



1.ill 2006 Revenue Sources Rook e

0O il Price and

Production Forecast-

ing M ethodology and

A ssumptions

The forecasted value of the states
anticipated oil pioduction is based on
projections of the destination market
price of oil and the cost of shipping oil
by pipeline and tanker to market. The
price forecast is the product of a price
forecasting session that includes profes-
sionals from the Department of Rev-
enue, Department of Natural Resources,
Department of Libor, the Governors
Office of Management and Budget, the
Division of Legislative Finance, the Uni-
versity of Alaska and industry experts.

To develop a production volume fore-
cast, the Department of Revenue uses
an engineering consultant in conjunc-
tion with assistance bom the Alaska
Department of Natural Resources and
the Alaska Oil and Gas Conservation
Commission. The statewide production
volume forecast is summed from projec-
tions of oil and gas production by field.

Methodology for Forecasting
Prices

The Department uses a modified
Delphi technique to create its nliici.il
price forecast. Participants are asked
lor their projections lor West Texas
Intermediate (WT]I) etude oil for three
caes | Low case, a High case, and a
Most Likely case. The prices that are
forecast are in constant 2006 dollars.
The Department of Revenue projects
the differential between WTI and ANS
and uses a projection ol inflation to at-
live at the nominal dollar forecast used
in this publication.

\t the forecasting session, key topics
ate presented to assist the participants

'* Lill 2IM6 Revciim- Sources Book

in making their forecasts. For the: fall
2006 forecast, the topics reviewed

were worldwide economic growth, oil
demand, oil supply (for the countries
belonging to the Organization of Pe-
troleum Exporting Countries or OPEC
and non-OPEC countries), geopolitics
and prices (history, forecasts from other
organizations and results from the pre-
meeting solicitation).

The economics team compiled and
reviewed all results and chose the Most
Likely case for the official price fore-
cast for the years FY 2007 to FY 2013.
Beyond 2013, the projections were
very high and the department believed
they were unrealistic given 146 years of
crude oil price history. Therefore, the
Low case scenario was selected for the
official long-term forecast and merged
with the Most Likely case scenario for
the earlier years. The result is the tore-
cast used in this publication.

Oil Price Forecast

(Til prices are arguably the most impor-
tant component in the determination
of state revenues. Using the sensiti ity
matiix we include in the appendice,
section ol this document, a I"o change
in oil prices equates to a0.75% change
in General Fund unrestricted avenues.
In comparison, a Ife ' ngein crude
oil production volum resiiitsin .l 10"
change in revenues. Both price an *
volume of ANS nicclc.uly important to
the State of Alaska budget.

Matty (actors contribute to the pri. mg
of oil on the world marker. There are
the fundamental economic factors of
supply and demand. 'Hide ategcopoliti
cal events. There ate other related ..-sues,
such as the impact of the linaucial sec
tor. aiid of refinery capacity and configu-
ration. and weather, that help determine
how oil is priced. These factors have all
been considered in establishing ou: oil

price forecast; the major petroleum-re-
lated events of 2006 arc described below,
followed by an examination of supply
and demand projections.

Major Petroleum-Related
Events in 2006

For the majority of 2006, oil prices
remained at high levels. In July 2006,
the spot price of ANS crude oil reached
$75 per barrel, a record high price in
nominal terms. Prices lot Alaska's oil
stayed in the $70 range for more than
four months from mid-April through
August 2006, bef: restarting their
gradual decline to their current price
range of $55 per barrel.

Tensions in Iran, Iraq and Nigeria
contributed what analysts call a “fear
premium” to the cost of oil this past
summer. Market analysts speculate
that $10 to $20 of the high price of ol
this summer was due to the fear pre-
mium from political tensions around
the globe.

Fears that the U.S. could experience a
hurricane season like the one in 2005
also contributed to high oil piices. The
summer ol 2006 had, in fact, only one
hurricane that threatened to do any real
damage— Ernesto— and it did not even
reach the (lull of Mexico.

In August, British Petroleum an-
nounced it would be shutting in some
production front Prudhoe Bay due to
pipeline corrosion problems. News of
this disruption had a minor, hut notice-
able and immediate impact on the
price of oil. North Slope supplies were
restored more quickly than oiiginally
predicted, and the shutdown in con-
junction with other factors ceased to he
ronelt ol a factor in setting oil prices.

With the easing ol political and
weather-related tensions, the price of
oil li.is dropped from its summertime



high of $75 and is currently in the
mid-$50 range. Analysts suggest that
the filling prices have been exacerbated
by the number ol investors selling oil
their futures contracts.

Short and Long Term De-

mand and Supply Projections

The International Energy Agency (IEA)
recently released its lirst medium-term
oil demand forecast for calendar years
2006-2011 They state that the past
few years of rising prices have resulted
in increased upstream spending which
is leading to supply increases. The IEA
expects non-OPEC supplies, includ-
ing biofuels, to grow by 2% per year to
56.7 million barrels per day in 2011,
while OPEC supplies will rise by a total
of 10% over the period to 36.6 million
barrels per day. The increased prices
are also tempering oil demand growth.
Ihey project world demand to grow

at 2% per year to 93.7 million barrels
per day in 2011. China and the Middle
East are expected to contribute 45% ol
the demand growth during this period.

llie U.S. Department of Energy,
Energy Information Administration
(DOE-KIA) likewise expects an annual
2% growth in worldwide oil demand
and expects this until 2030. Neverthe-
less, due to highci relative oil prices,
their 2006 projections reduced . il's
share of overall worldwide energy
demand. They anticipate worldwide
oil consumption to reach 91.6 million
barrels aday in 2010 with most of the
demand growth originating in develop-
ing countries, especially China.

The IEA suggests that most interna
tioital oil companies seem to he willing
to proceed on projects based on prices
in the $30 to $35 per battel range,
while national oil companies seem to
be using a higher price. The IEA itself
is utilizing an average real import piice

ofaround $55 per barrel for the period
2006-2011.

Current ANS Oil Market
Situation

Alaska North Slope crude prices topped
out at peak levels this past summer
with prices averaging $73.10 per barrel
in July 2006. For EY 2006, ANS aver-
aged $60.80 per barrel- awhopping
$17.40 per barrel over EY 2005. Th
pr.ee of benchmark West Texas Inter-
mediate averaged just over $63 per bar-
rel for June 2005-May 2006. implying
a EY 2006 average discount lor AN'S

ol just over $2.20 per barrel. More
recently, the WTI-ANS differential Ess
widened to $4.75 per barrel. We believe
the market is adequately supplied with
a relative abundance of crude oil with
similar qualities as ANS. This, and thin
trading of ANS, has helped to widen
the differential.

ANS prices track the OPEC price

basket of internationally traded crude
oils and tend to he priced higher than

lull 2006 Revenue Sources Book

the basket. The OPEC basket is the
benchmark that OPEC uses to gauge
prices for the organization. Z\NS typi-
cally sdlls in direct competition with
other waterborne crude oils from Latin
America, Asia and the Middle East for
delivery to U.S. West Coast refiners in
Washington, California and Hawaii.

With our official price scenario wc
believe that global economic growth
is slowing but remains strong. Wc
assume Tiar oil svill continue to be

a competitive energy resource. And
finally, we forecast that the current
high price environment will encourage
OPEC and non-OPEC oil-producing
countries to continue to explore ways
to increase production from existing
facilities nd to seek out new produc-
tion opportunities.

Figure 4-8. Fall 2006 Official. | <ss/& 1ligli ANS QOil Price Scenarios
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Factors that could lend to lower or
higher prices are:

l.osv-Pricc Scenario

e Chinas internal economic growth
slows as does its export growth and
energy consumption.

» The price effect from higher oil prices
leads to lower overall worldwide oil
consumption.

e Crude oil production capacity in-
creases more rapidly than anticipated.

e OPEC does not successfully imple-
ment oil production quotas or piice
floors.

» \Weather effects moderate demand by

reducing temperature extremes with
no production interruptions.

* World peace reduces risk related price
premiums.

e Premiums related to financial hedges
on oil futures are reduced or d' ap-
pear.

e Crude oil production worldwide
increases as a result of recent invest-
ment activity.

e lIraq oil production and exports
increase.

I ligh-Price .Scenario

» Political unrest in the Middle Hast,
Nigeria and elsewhere continues and
periodically results in supply disrup-
tions.

e Economic gunvtli in (' hiua and other
emerging economics continues at
high rates.

e OPEC! isable to institute and main-
tain oil pioduction quotas or price
floors.

< Worldwide oil production does not
increase as expected and lags demand.

" Weather-related pioduction shottagcs

IS fall 2006 Revenue Soiuces Honk

and/or demand increases continue.

» Financial markets continue to exert
artificial price wedges in oil futures.

* No or limited growth in spare crude
oil production capacity.

e Technolog)' does not become a driv-
ing force in long-term supply.

In this forecast, we increased our ANS
oil prices for the period FY 2014-be-
yot J, to $41.50 per barrel increasing
with inflation, from $25.50 per barrel in
the Spring 2006 Revenue Sources Book.
This follows the department’s protocol
that participants in a price forecast-

ing Delphi elected to change long-run
prices from the prior two conr,,cutive
fall forecasts. The inflation rite is 2,75%
per year based on Callan Associates Inc.
five-year capital market assumptions. In
addition to changing the long-run price,
the number of years the price is forecast
- before the long-run price begins - has
also been changed. We now forecast
seven (7) individual ears. Earlier edi-
tion.": only forecast th. ee (3) years.

Transportation and

0Other Production

Costs

Taxpayers dedir t marine trap portation
casts. Trans-Alaska Pipeline System and
feeder pipeline tarills and other casts to
determine ait ANS wellhead price. The
wellhead price is the basis for state pro-
duction ix and royalty payments.

Transportation Costs

The mandated replacement ol vessels
without double hulls with new, more
expensive double-hulled vessds, and the
continued use of smaller qualified vessels
to icpl.tcc larger vessdls retired by com-
pliance with rhe Federal Pollution Act ol

1990 is likely to increase transportation
costs in the future.

Trans-Alaska Pipeline System
(TAPS) Tariffs

The TAPS tariff is determined according
to the TAPS Settlement Methodology,
arate-making mctlio< ipproved by the
Federal Energy Regulatory Commission
that allows the TAPS owners to recover
their casts, including an allowance for
profir. Under rhe agreement, future
tariffs will he determined by operat-

ing cost trends, the production rate

and inflation. Preliminary negotiations
between the state and pipeline owners
have already started to revisit the TAPS
Settlement Method, which is scheduled
to e nre December 31, 2011

TAPS eiritis ate filed on a calendar year
basis, with new tariffs taking effect Janu-
ary 1leach year. The weighted average
tariff filing for calendar year 2006 is
54.06 per barrel. lhe fall 2006 forecast
assumptions in Figure 4-9 (next page)
contain projected tariffs for EY 2007-
2017.

Feeder Pipeline and Other
Adjustments

Additional transportation costs are also
incurred to move the various crude oils
that comprise ANS from North Slope
production fields to Pump Station No.
| of the Trans-Alaska Pipeline System
These include both feeder pipeline
charges and other cost adjustments to
account tor the dillereut qualities ol oil
entering the North Slope pipelines as
v/ell as niatkct-location differentials for
i i-state sdles. See Figure 4-9 on page 39.

Wellhead Price

he combination ol ANS wellhead
value and pioduction volume form the



Figure 4-9. Fall 2006 Forecast Assumptions, P'Y2007-2017 (Nominal $ per barrel)

Fiscal Yeat <) 2007 2008
ANS = 59.15  51.25
Price
ANS Marine
Transportation 176 179
TAPS Tariff 4.38 411
Other
Deductions & 0.67 0.38
AdjustmentsTL
ANS wellhead 52.35  44.97

2009

49.50

184

2.36

0.46

44.84

(1) FY 2007 indudes reparted informetion through August 2006.
(2) Indudes other adiustrents such astjnility bank dranges, location differentials and conrpany-anended informetion.

basis for both state production taxesand
royalties. The wellhead value is calcu-
lated by subtracting the relevant marine
transportation and pipeline tariff costs
(as well asadjustments for North Slope
feeder pipelines and pipeline quality
bank) Irom the appropriate destination
value. Figure 4-9 reflects this calculation
for FY 2007-2017.

Crude Oil Production

For the fall 2006 forecast, we continue
to make adjustments to our production
expectations from the North Slope. In
the near term, we have incorporated
revised reservoir performance analysis
on declining fields, icviewed the un-
certainty associated with the pace and
scope of developing satellite lields and
re-evaluated downtime lor all fields due
to current pipeline closures and related
corrosion testing on the North Slope.
For the longer term, we have delayed
Point Thomson and associated satellite-
one year to maintain our assumed ten
year lead time for development.

Our 1'Y 2007 ANS production foiecast
has been revised downward to 740,000
bands per day. which is a 12% decrease
from the 845,000 bauds per day pro-
duced in FY 2006. 'lbis collects volume

reductions from numerous unplanned
events, including pipeline corrosion
problems at Prudhoe Bay, Lisburne and
Milne Point.

'Ihe North Slope is amature oil province
that isin decline. Its aging infrastruc-
ture will likely have additional prob-
lems aswe look into the future and the
harsh environment of the North Slope
amplifies the likelihood of other occur-
rences. In addition, the development of
fields containing viscous oil is providing
challenges to the oil industry. 'lhe.se two
factors have been incorporated into our
forecast and are the reasons for forecast-
ing lower near term volumes.

We coaracteri/e Noitli Slope production
three ways, each with discrete, albeit
estimated confidence levels: (1) cur-
rently producing, (2) curiently under
development and (3) cu rently under
evaluation. We do this so that the rcudci
will have an understanding ahour the
uncertainty associated with the pi' hie-
tion forecast. We continue to forecast
production of only those resenves ili.it
have already been diseovcicd and at
minimum are being evaluated for devel-
opment.

2010 2011 2012 2013
49.00 50.00 4750 45.00
1.89 194 199 2.04
2.43 2.48 2.53 2.57
0.58 0.60 0.73 0.77
44.09 4498 4224  39.62
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2014 2015 2016 2017
4150 4250 4350 44.50
2.09 214 2.19 2.24
271 2.84 2.92 3.01
0.82 0.86 0.88 0.91
3588 36.66 3751 38.34

Currently Producing

Production characterized as "currently
producing” includes baseline produc-
tion and presumes a continued level ol
expenditure sufficient to promote safe,
environmentally sound operations.
Such expenditures include the follow-
ing: well diagnostic and remedial work,
data acquisition and rate-enhancing
expenditures such as perforating, acid
stimulation, well woikovers, fracture
treatments, artificial lift optimization
and production profile optimiza-

tion. lhis category ol production also
picsumcs continued gas and water
injection for pressure suppoit. Based on
histoiical forecasting petformanee, we
assign a 98% confidence level for the
current fiscal year and between 90% to
93% throughout the remainder of our
forecast period.

Currently Under
Development

Production characteiizcd as “currently
under development” i- based on new
piojects currently funded and in the
design/construction phase, aswell as de-
velopment drilling and enhanced oil re-
covery (miscible oi immiscible injection)
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projects, currently funded or underway,
but not included in the “currently pro-
ducing" category. It also includes incre-
mental oil expected from the long-term
ges cap water injection project at Prud-
lioe Bay and the low salinity waterflood
at Endicott. Examples of production
“currently underdevelopment” include
the Fiord Kuparuk and Nanuq Kuparuk
satellites at Alpine, near Beaufort fields
Oooguruk and Nikaitchuq, J-Ead and
K-Bad development at West Sak, near
term planned drilling at Milne point
and Schrader Bluffand certain satellite
development at Prudhoe Bay.

For the fall foreca ,r, we have again
slowed the pace of development at

all heawy oil fields to allow continued
mitigation of challenging commercial
and technical issues. Because of timing
and scope uncertainty, our subjective
confidence for this category of produc-
tion isapproximately 80-85%.

Currently Under Evaluation

Production characterized as “currently
under evaluation™ includes technically
viable projects currently in the “pencil
sharpening” stage where engineer-

ing, cost, risk and reward are all being
actively evaluated. These projects ate all
currently unfunded by the operators but
have a high chance of being brought

to fruition. They include enhanced oil
recovery at certain satellite fields, devel-
opment drilling outside rhe core areas at
West Sak and Schrader Bluff, expanded
development at Prudhoe Bay satellites
Orion, Polaris and Borealis and Alpine
West and Qannik development in the
Colville River unit. Also included in this
category are NPR-A development. Point
Thomson, Liberty and development of
other known onshore discoveries. Al-
though operator BP is currently evaluat-
ing technologies associated with devel-
oping the vast viscous oil accumulation
known as Ugnu, we do not forecast any
production firm that field.

Regarding NPR-A, we are forecasting
production from four small “puddles”
in the vicinity of known discoveries
currently named “ Lookout”, “Moose’s
looth", “Spark" and “ Rendezvous' .
Since these discoveries have been an-
nounced, there has been ongoing explo-
ration outside the boundaries of these
accumulations, and explorers continue
to push further west in search of new
development opportunities.

Confidence levels vary for this cat-
egory of production. Certain heavy oll
development drilling for Schrader Bluff,
Orion or West Sak in FY 2007 might
have confidence levels approaching that
of “production under development".
Offshore developments such as Liberty,
or potentially high caost, scope-chal-
lenged developments such as Point
Thomson probably desenve lower confi-
dence, and our subjective assessment is
in the 70%-75% range. All production
from tliis category is subject to delays
and scope changes that might impact
reserves or production rates.

Figure 4-10. Alaska North Slope Production, FY 1996-2006 and Forecasted FY 2007-2017

1596 2001)
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Figure 4-11. Alaska Crude Oil and NGL Production, FY 2006 and Forecast 2007-2008 (millions barrels/day)

Alaska North Slope FY 2006 FY 2007 FY 20C8
Pruchoe Bay 1L 0340 0280 0301
Aurara 0009 0012 0013
Boedis 0017 0017 0017
Midnight SUn 0.006 0005 0005
Orion 0007 0009 0012
Rdais 0ra3 0002 0006
Lisbumc 0.00) 0009 001
Niakuk 0006 oo 0004
” oint Mclntyre 0033 0015 0027
Raen 0001 0002 0001
Kuparuk 0134 0119 0116
Meltweter 0005 0003 0003
Tabeso 0004 0004 0003
Tam 0020 0019 0017
Vet Sk 0013 0019 0030
Milne Poirt 0025 0021 0024
Schrackr Bluii 0016 0010 0013
Hndicott 0019 0016 0015
Bacbri 0001 0001 0001
Alpire’ | 0123 0106 0090
Flord 11 0.000 0010 0019
NerLe) 0.000 0005 0012
Onogtiruk 0,000 0.000 00003
Northst.it1 0056 0051 0039
Total Alaska North Slope 0845 0.740 0.782
inoresse/decresse Irom prior period (0072 (0.105) 0043
"B>change front prior p< ied 7% -12.4% 58%
took Inlet 0018 0017 0016
inoreese/decrease Irom prior period (0002 (0.001) (0.001)
% change Irom prior period -90% -5.9% -70%
liual Alaska 0863 0.756 0.798
tnueasc/dcci.aseffom prior year (0.0534) (0.1070) 00415
% change fiom print period *5.3% -124% 55%
Ol Indudes Ntil.s (3 Incdludet.r.innik (5 Indudes Naim<]-Ktiltjnik
1J) Ircliiiloe Vst Ni.ikuk (1) Indude* lionlKup. uik It) Indudes OU'S I'rodrtlicn
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Petroleum Property

T ax

An annual rax is levied each year on the
full and rrue value of property taxable
under AS 43.56. The tax on oil and ges
property is the only statewide property
tax, The valuation procedure for three
distinct dasses of property--explora-
tion, production and pipeline transpor-
tation— is described below.

Exploration Property

Value is based on the estimated price
that the property would bring in an
open market under prevailing market
conditions in a sale between awill-
ing seller and a willing buyer, both
conversant with the property and with
prevailing general price levels.

The state appraiser gathers raw data for
determining market value by reviewing
the details of equipment sales, attend-
ing auctions and reviewing trrde jour-
nals. This data is then applied to the
taxable property, taking into account
ape, capacity, physical and functional
obsolescence.

Production Property

Value is determined on the basis of re-
placement cost less depreciation, based
on the economic life of the proven
resenves.

In the case of an offshore oil or gas
platform or onshore facility, the num-
ber ofyears of useful life is determined
by estimating the date the facility
reaches its economic limit, not on the
basis of the projected physical life ol
the property. The time period until the
estimated operating revenue would
equal operating expenses plus the cur-
rent age of the facility equals the total
life. The depreciation factor lor rhe
facility equals the years of remaining
life divided by the total life.

Pipeline Transportation
Property

The Iull and true value of taxable
pipeline property is determined with
duo regard to the economic value of
the property based on the estimated
life of the proven reserves of gas >t
unrefined oil that will he transported
by the pipeline. We rely upon several

standard appraisal techniques to value
Alaska pipelines. When market rents
are available, wc primarily rely on the
income method under which the value
is the net present worth of all future
income streans of the pipeline. When
rents are constrained by the regulatory
process or when market rents cannot be
obtained, -~ve primarily rely on replace-
ment cost less depreciation based on
the economic life of the reserves that
feed the pipeline. The Trans-Alaska
Pipeline from Prudhoe Bay represents
more than 95% of Alaska’s taxable
pipeline transportation property.

Figure 4-12 illustrates the property tax
distribution between local communities
and the state for FY 2006. llie proper-
ty value is assessed by the state. A local
tax is levied on the states assessed value
for oil and gas property within acity
or borough, ;.nd is subject to the local
propei ty tax limitations established in
AS 29.45.080 and AS 29.45.100. The
state's mill rate is effectively 20 mills
minus the local rate.

Figure 4-12. Distribution of Petroleum Property Tax, FY06 (S million) 1

(1) Amounts shown here do not include the supplcinciu.il property tax roll .uni asa resuit may not
exactly match data presented elscwbcic in this hoc' or in ti eTax I)ivismi's FY 2UI(>Annual Itepoii.
(2) Includes Matanuska-Susitna Borough, Cordova ami Whittier,
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Petroleum Corporate Income
Tax

Alaska levies corporate income tax in
two ways:. one that applies to oil and
gas corporations and one that applies
to corporations other than oil and ges
corporations. Forecasts and discussion
of the corporate income tax as applied
to corporations other than oil and ges
corporations can be found in the Other
Revenue section o this forecast.

An oil and gas corporation’s Alaska in-
come tax depends 0! the relative size of
its Alaska and woildwidc activities and
the corporations total worldwide net
earnings. The corporation’s Alaska tax-
able income is derived by apportioning
its worldwide taxable income to Alaska
based on the average ol three factors as
they pertain to the corporation’s Alaska
opcutions: (1) tariffs and sdles, (2) oll
and gas pioduction and (3) oil and ges
property.

I Imorically, oil ami gas corporate
income tax revenue has varies' greatly
along with oil prices and oil industry
profits. In FY 1982, revenue from this
tax was $668.9 million. As recently as
FY 1991, the oil and gas corporate in-
come tax generated a mere $178 mil-
lion. For the past three years, revenues

from the oil and gas corporate income
rax have risen along with oil prices and
oil industry profits, generating $661.1

million in FY 200b--the highest level

for collections since the early 1980's

We produce our forecast of oil and gas
corporate income tax collections by
using an economic model, The statisti-
cal relationship between historical tax
payments, crude oil prices, North Slope
oil production and refinery margins are
used to estimate corporate income tax
payments. We then adjust for refunds
and carry-forwards which cause actual
collections to differ from payments.
Estimated payments so Jar in FY 2007
have been strong, and wc project

that for the full fiscal year oil and gas
corporate income tax collections will be
close to the FY 2006 total. In FY 2008,
we expect a 25% decline in collections
due to declining oil prices ar.d refining
margins.

Restricted 0 il Revenue

According to Article 1X, Section 15 of
the Alaska <onsritution, .l minimum
of 25% til all mineral lease rentals,
royalties, royalty sale pioceeds, federal
mineral revenue sharing payments and
bonuses received by the state must he

lull 2000 Revenue 'Sources Boole

deposited into the Alaska Permanent
Fund. In addition, AS 37.14.110
requires a contribution of 0,5% of all
royalties and bonuses to the Public
School Fund Trust. Settlements with
or judgments against the oil industry
involving tax and royalty disputes must
be deposited in the Constitutional
Budget Reserve Fund (CBRF).

The state is entitled to 50% ofall
bonuses, rents and royalties from oil
development activity in the federa’
NPR-A. All such revenue Hows into
the NPR-A Special Revenue Fund. All
of the revenue in the Bind each year

is available for appropriation in the
form of grants to municipalities that
demonstrate present or future impact
from NPR-A oil development. Of the
revenue not appropriated to the mu-
nicipalities, 25% goes to the Permanent
Fund, 0.5% goes to the Public School
Trust Fund, and the rest may he appro-
priated to the Powei ilost Equalization
and Rural Electric Capitalization Fund.
Any remaining revenue after these
appropriations lapses into the General
Fund

The table below reflects resttiered oil
and gas revenue.

Figure i 13. Restricted Oil Revenue, FY 2006 and Forecasted EY 2007-2008 ($ million)

Restricted

I*T 2006

Royalties to Pc'tn.ment Fund & School Fund

Koyaltic.. Bonuses X rent. > Permanent | mid

Royalties, bonuses ik tents to School Fund

Subtotal

Settlements to CBRF

NPRA royalties, rents 8 bonuses

Total Restricted

599.5
12.0
611.5

43,7
29
658.1

FY 2007 FY 2008
504.7 442.0
13.9 5.8
518.6 447.8
90.0 20.0
6,4 7.6
615.0 475.4
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5. Other Revenue

(Except Federal & Investm ent)

Figure 5-1. FY 2006 Oilier Revenue (Except Federal & Investment) $1.0 billion

Sl
S10

50

S7

$5

S

" nmmu M inm—

Unrestricted $0.5 billion
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Figure 5-2. Total OtJicr Revenue (F.xccpt Federal & Investment), FY 2006 and Forecasted F) 2007-2008 ($ million)

Unrestricted
Taxes

Charges for setvices
Fines & forfeitures
Licenses & permits
Rents & royalties
Other

Total unrestricted

Restricted

Taxes

Charges for services
Fines & forfeitures
Licenses & permits
Rents & royalties
Other

Total restricted

Subtotal Other Revenue

General Discussion

Income from sources other tlt.ui oil. state
investments and federal receipts includes
non-oil taxes, charges lor services, lines
and forfeitures, licensesand peiniits, tents
and royalties and other revenue sources.
lliese revenue .sources are divided be-
twoeti unrestricted and restricted tw -
erties; the amounts of each are reflected
in FHoures 5-2 through 5-8 throughout
this chapter. Restricted revenue includes
money deposited in funds other than the
Unresttiered (iencral Fund, hot pur-
poses ol this forecast, restricted twenties
also include receipts that the legislature
customarily appropiiatcs or sets aside lor

«tii * Fall 201H Revenue .Sources Book

History Forecast
FY 2006 FY 2007 FY 2008
327.6 347.9 344.9
231 231 231
8.5 10.3 10.3
41.9 4.1 44.9
8.8 94 9.5
40.6 22.0 20.5
450.5 456.8 453.2
86.3 84.7 128.8
225.0 235.8 239.6
21.0 201 30.6
30.6 37.1 i75
59 5.9 59
156.7 100.4 176.7
525.5 484.0 610.1
076.0 040.8 1.072.3

aparticular purpose or program, such as
sharing offish tax revenue with munici-

palities.

0O ther Taxes

Alcoholic Beverages lax

Alcoholic beverage taxes are collected
primarily from wholcsalcis and distribu-
tors of alcoholic beverages sold in Alaska.
Since October 1, 2002, the per-gallou
tax rates on alcoholic beverages base
been 51.07 lot beer, 52.50 lor wine

and 512.80 for liquor. Qualifying small

brewers pay tax at a rate ol 50,35 per
gallon for beer Revenue is deposited into
the General Fund. Fifty percent of the
revenue isdirected to asuhlund ol the
(ieneral Fund, the Alcohol and Other
1)rug Abuse Tieatment and Prevention
Fund, and is treated as restricted in this
forecast.

Over the past 10 years, alcohol consump-
tion has gtown at an average annual rate
of0,0"uliir beer, 3.5% for wine, and
2.4% lor liquor. We forecast that con-
sumption will continue to glow at these
histoiic tl average rates.



Charitable Gaining

Under Alaska law, municipalities and
qualified nonprofit organizations may
conduct certain charitable gaming
activities. The purpose of these activities
is to derive public benefit in the form of
money for the charities and revenues for
the state. The Department of Revenue
collects permit and license fees, a 1% net
proceeds fee and a 3% pull-tab tax. We
forecast that revenues from charitable
gaming activity will show little change
over the next two fiscal years.

Corporate Income Tax

Alaska levies corporate income tax in
two ways: one that applies to oil and

ges corporations and one that applies

to corporations other than oil and ges
corporations. Forecasts and discussion of
the corporate income tax as applied to
oil and ges corporations can be found in
the Oil Revenue section of this forecast.

Alaska levies the Corporate Net Income
Tax on net income of corporations

that do business in the state and derive
income from sources within Alaska.
Corporate tax rates are graduated from
1% to 9.4% in $10,000 increments ol
Alaska taxable income; the maximum
rate o! 9.4% applies to taxable income
over $90,000. S-Cot potations anil
I.IT's that file federally as partnerships
are generally exempt from corporation
income tax. Corporations compute
their tax liability based on federal tax-
able income with Alaska adjustments.
Corporations other than oil and gas
cot potations apportion their income to
Alaska by using a three-factor appor-
tionment based on sdes, property and
payroll. Taxpayers determine Alaska
taxable income by applying their ap-
portionment factor to the corporation’s
modified federal taxable income of the
Water’'s F.dge Combined Croup,

Over the past few years, income tax
revenue from corporations other than

oil and ggs corporations has increased
significantly. In FY 2004, revenue from
the tax was $39.6 million. By FY 2006
revenue increased to $137.6 million.
We produce our forecast of non-petro-
leum corporate income tax collections
by using an economic model. The
statistical relationship between histori-
cal tax payments, corporate profits and
crude oil prices arc used as input to es-
timate corporate income tax payments.
Corporate profits are used because rncy
help determine tax liability and crude
oil prices are used because the price of
oil impacts company profitability in
many economic sectors in Alaska. After
forecasting estimated payments, we
then adjust for refunds and carry-for-
wards which cause actual collections to
difTar from payments. Revenues should
remain at historically high levels, as
continued growth in corporate prof-
its is balanced by declining prices for
North Slope crude oil.

Commercial Passenger Vessel
Taxes

In August 2006, Alaska voters approved
Ballot Measure 2. This initiative impo-es
new taxes and fees on commercial pas-
senger vessdls including:

* A per-passenger tax of $46 on com-
mercial vessdls with 230 or more
berths. Revenues will be deposited
into asubfund of the General Fund,
the Commercial Viessel Passenger Tax
Account. $3 of the tax will he distrib-
uted to each oi the first live ports <=
call, and ait additional 23% of the tax
will be designated for other local gov-
ernments impacted by the cruise slop
industry. Ihe entire passenger tax ,s
consideted icstrictcd for purposes of
this forecast.

< An additional pcr-herth feeof $4 to
operate the Ocean Hunger program,
which provides for independent ob-
senvers of engineering, sanitation and
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health practices. This fee is consid-
ered restricted and is included in the
“Charges for Services’ section of this
forecast.

e A tax 0f 33% on the adjusted gross
income from gaming or gambling
activities aboard large passenger
vess in the state. Revenues will be
deposited into asubfund of the Gen-
eral Fund, the Commercial Viessdl
Passenger Tax Account, and will be
considered restricted for purposes of
this forecast.

e Companies operating large com-
mercial passenger vessals will now
be subject to the Alaska corporate
income tax. Any incremental cor-
porate income tax revenue will be
unrestricted General Fund revenue.

* New penalties for violations related to
false reporting, environmental regula-
tions and disclosures on promotions
and shore side activity sdes. Revenue
from these provisions will be reflected
in the “ Hnes and Forfeitures” section
of this forecast.

For this forecast, the $46 per-passenger
tax and $4 berth fee are expected to
generate revenue beginning in FY 2008
(based on the 2007 tourist season). Our
forecasts are based on an expectation
01949,000 eligible ship passengers and
949,000 eligible ship sailing berths.
Due to uncertainties and lack of data,
estimates of revenue from the gambling
activity tax, corporate income taxes, and
penalties are not reflected in the Fall
2006 forecast.

lilectric Cooperative and

Telephone Cooperative Taxes

The electtie cooperative tax is based

on kilowatt limns furnished hvquuli
lied electric cooperatives recognized
mulct Title 10 of the Alaska statutes.
The telephone cooperative tax is levied
on gross revenue ol qualified telephone
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cooperatives under Title 0. Revenue
from cooperatives located in municipali-
ties is treated as restricted revenue in this
forecast because it is shared 100% with
the municipalities. The small amount

of revenue collected from cooperatives
outside municipalities is retained by

the state. We forecast little change in
revenues from the electric and telephone
coopetativc taxes over the next two fiscal

years.

Estate Tax

The estate tax is levied on the transfer
ofan estate upon death. The Alaska
estate tax is tied to the federal tax, with
the amount of the state tax equaling
the maximum state credit allowed on
the estates federal return. All revenue
derived from estate taxes is deposited in
the General Fund.

As aresult of changes to the federal es-
tate tax, the Alaska estate tax was phased
cat completely beginning January 1,
2005. However, revenues continued in
FY 2006 because of the 15-month filing
period. The federal estate tax changes
that caused the state tax to phase out

at,, currently scheduled to sunset alter
December 31, 2010. We forecast no rev-
enue from the estate tax until FY 2012.

Fisheries Business Tax

The fisheries business tax is levied on
businesses that process or export fisheries
resources from Alaska. Although the tax
usually is levied on the act of processing,
the tax is often referred to as a “raw lislt
tax”" because it is based on the value of
the raw fishery tesaiirce. lax rates vary
from 1% to 5%, depending on whether
afishery resource is classified as "estab-
lished” or "developing,” and whether it
was processed by an on-shore or float-
ing processor. Revenue from the tax is
deposited in the General Fund. Fifty
percent of the tweiiue (before credits) is
shared to qualified municipalities, and is
treated as testricted in this forecast.
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Our forecast is based on estimate  *tx-
able values of the major fisheries  ae
state and historical effective tax rans,
Hsheries business tax revenue retained
by the state is adjusted by a forecast of
tax credits, including Salmon Product
Development and Utilization credits,
which apply only to the state portion of
the tax.

Fishery Resource Landing
Tax

The fishery resource landing tax is levied
on fishery resources processed outside
and first landed in Alaska, and is based
am rhe unprocessed statewide average
value of the resource. The tax is collected
primarily from factory tramers and
floating processors that process fishery
resources outside the state’s 3-mile limit
and bring their products into Alaska for
shipment. The tax rates vary from 1%
to 3%, based on whether the resource

is classified as “established" or “develop-
ing." All revenue derived from the tax

is deposited in the General Fund. Fifty
percent of the revenue (befoie credits) is
shared to qualified municipalities, and is
treated as restricted in this forecast.

Our forecast is Based on estimated tax-
able values of the major fisheries in the
state and historical effective tax rates.
Hsheries business tax icvenue retained
by the state is adjusted by a forecast of
tax credits which apply only to the state
portion ol the tax.

Insurance Premium Tax

Insurance companies in Alaska do not
pay coiporate income tax. sesor other
exdse taxes. Instead, they pay an insur-
ance premium tax. Revenue is deposited
into the (icncral Fund and lot most
types of insurance, the tax is treated

as unrestricted revenue. | lowevcr, the
premium tax on worker's compensation
insurance is deposited a subfund of the
(lener.il Fund, the Winkers Safety and
(ioinpcns.ition Fund, and is tcllected as

restricted in this forecast. The restricted
component also includes service fees
paid into the Workers Safer) and Com-
pensation Fund by employers who arc
uninsured or self-insured.

Our forecast is based on the expectations
of the Department of Commerce, Com-
munity and Economic Development's
Division oflnsurance, which adminis-
ters the insurance premium tax, and the
Department of Libor and Workforce
Development's Workers Compensation
Division, which collects worker's com-
pensation service fees.

Mining License Tax

The mining license tax isatax on the
net income ofall mining operations in
the state, ranging from 0% to 7%, less
exploration and other credits. Except for
sand and gravel operations, new mining
operations are exempt from the mining
license tax for a period of 3Vi years after
production begins.

Mining license tax revenues set a record
in FY 2006, benefiting from strong min-
erals prices in calendar year 2005. Min-
erals prices increased again in calendar
year 2006 and we are forecasting that

FY 2007 svill be another year of record
collections for the mining license tax,
Minerals prices are expected to moderate
in the 2007 tax year, leading to collec-
tions that are slightly lower in FY 2008
but still well above historical levels. Our
forecast is produced using a bottom-up
approach that estimates tax payments
lor each ol the major mines in the state
based on expected minerals prices and
production.

Motor Fuel Tax

The motor fuel tax is imposed on all
motor fuel sold, transferred or used
within Alaska. Current per gallon rates
are 3cents for highway use, 5 cents

for marine bid, 4.7 cents for aviation
gasoline, 3.2 cents lot jet lucl, and t



rate of 8 cents or 2 cents for gasohal,
de,lending on the season, location and
FI'A mandate. Motor fuel taxes are col-
lected primarily from wholesalers and
distributors licensed as qualified dealers.
Various uses of fuel are exempt from tax,
including fuel used for heating or flights
to or from aforeign country. All revenue
derived from motor fuel taxes is depos-
ited in the General Fund. Sixty percent
of the taxes attributable to aviation fuel
sdles at municipal airports are shared
with the respective municipalities, and
are treated as restricted for purposes of
this forecast.

Our forecast lor motor fuel tax revenue
is based on Energy Information Agency
projections for U.S. motor fuel con-
sumption.

Tire Fee

llie tire fee has two components. The
first component is a tax of $2.50 on

all new tires sold in Alaska for motor
vehicles intended for highway use. lhe
second component is an additional $5
fee per tire on all new tires with lit .ivy
studs sold in Alaska, and a $5 fo« per tire
on the installation ofheavy stutis on a
previously un-studdcd tire.

Our forecast of tire fee revenue is based
on die expected number of vehicle regis-
trations in the state.

Seafood Assessments and
Taxes

The Department o f Revenue administers
live different programs that raise money
through seafood assessirerts. Tlie rates
for these assessments are determined

by avote of the appropriate associa-

tion within the seafood industry or by
members ol the Alaska Seafood Market »
ing Institute.

The live programs aie:

e |he seafood marketing assessimert,
which applies to all seafood products

made or first landed in Alaska and all
unprocessed products exported from
Alaska.

e The dive fishery n anagement assess-
ment, which is levied on the val re of
fishery resources taken using dive gear
in a designated management area.

» The regional seafood development
tax, which islevied on the value of
fishery resources in adesignated man-
agement area.

e The salmon enhancement tax, which
is levied on salmon sold or exported
from designated aquaculture regions.

Although revenue received under these
assessents is deposited in the General
Fund, funds are treated as restricted rev-
enue in this forecast because they are set
aside for the legislature to appropriate
for the benefit of the seafood industry,
either in marketing or in management/
«Jevelopment of the industry.

Our salmon enhancement tax forecast is
based on estimated taxable value of the
salmon fishery in the state and histori-
cal effective tax rates. All other seafood
assessnents are reflected as receipt sup-
ported senvices under the Charges lor
Senvices section of this forecast and are
not forecast individually.

Tobacco Tax

The tobacco lax is levied on cigarettes
and tobacco products sold, imported ot
transferred into Alaska. Tobacco taxes
are collected primarily from licensed
wholesalers and distributors. 'l here are
two components to the tobacco tax:

the cigarette tax and the other tobacco
products tax.

Ihe tax rate on cigarettes was increased
from $1.60 to $1.80 per pack on July

1, 2006 and will increase to $2.00 per
pack on July 1,2007. Of the cigarette
tax, $0.76 per pack is deposited into the
School Fund, and is considered resirict-
ed revenue. All cigarette and tobacco

products license fees are also deposited
in the School Fund. The remainder of
the cigarette tax revenue is deposit'd
into the General Fund, with incremental
revenues as a result of the July 1, 2006
and July 1, 2007 tax rate increases going
entirely to the General Fund (the $0.76
per pack to the School Fund will not
change). Of the General Fund portion,
8.9% is deposited into asubfund of the
General Fund, the Tobacco Use Educa-
tion and Cessation Fund, and is rreated
as restricted in this forecast.

The tax rate on other tobacco products-
sttcli as cigars and chewing tobacco-is
75% of the wholesale price and is depos-
ited entirely in the General Fund.

Our cigarette tax forecasts assume that
consumption will decline on average 4%
annually. We also expect some reduc-
tion in consumption due to the effects
of higher prices caused by the July I,
2006 and July |, 2p07 tax increases.
Moderate increases in wholesale prices
and consumption should help other
tobacco products tax revenue continue
to increase at the 10-year average rate of
about 4% annually.

Vehicle Rental Tax

The vehicle rental tax isa 10% tax on
passenger vehicle rentals ol 90 days or
less, and a3% tax on rentals of recre-
ational vehicles for 90 days or less The
vehicle rental tax provisions became
effective January 1, 2004.

We expect vehicle rental tax revenue to
increase with the overall rate of inflation
as the value of rentals increases.

(Charges for Services

The charges for services category io-
i hides lees and other prog,ram charges
lor state sstvices. The revenues reported
in this category do nor include all
iharges fot state senvices  just those that
do not lit itiloothc’i categories in this
report.
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Most of these receipts are considered services are small amounts that we have Marine Highway Fund
restricted revenue because they are rouped into the broad categories "Gen- ) i )
y group " u The Alaska Marine Highway Fund is
returned to the program where they eral Government,” “Natural Resources
. ) ” asubfund of the General Fund and
were generated. The only unrestricted and “Other.” Revenue from these .
. . . L receives revenue from state ferry system
revenues listed in this category come categories is forecast as constant over the . ) . i i
operations. 'The legislature has discretion
from charges that do not have program next two fiscal years. The largest cat- i
. . . . . . over how the revenue is allocated, but
receipt designations, or are not other- egories of charges for services are listed . . i
Wise od and ropriated bad ately and are di ! below because it is customarily appropriated
: approp I y for Alaska Marine Highway opera-

to aprogram. Many of the charges for

Figure 5-3. Other Tax, FY 2006 and Forecasted FY 2007-2008  million)

History Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Sales/Use tax
Alcoholic beverage 17.6 17.8 18.2
Tobacco products - cigarettes(l) 26.4 321 36.2
Tobacco products - other 7.6 7.9 8.3
Electric & telephone cooperative 0.2 0.2 0.2
Insurance premium 44.3 45.4 45.9
Motor fuel tax 42.0 42.9 43.4
Tire fee 16 17 17
Vehicle rental 7.7 7.8 8.0
Subtotal 147.4 155.8 161.9
Corporate income tax (non oil and gas)T'1 137.6 135.7 128.7
Fish Tax
Fisheries business"1 15.2 15.6 161
Fishery resource landing 58 41 4.3
Subtotal 21.0 19.7 20.4
Other Tax
Mining 18.6 34.3 315
Estate 0.6 0.0 0.0
Charitable gaming 24 24 24
Subtotal 21.6 36.7 33.9
Total Unrestricted Taxes 327.6 347 9 344.9
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Figure 5-3. Continued

History Forecast
Restricted FY 2006 FY 2007 FY 2008
Sales/Use tax
Alcoholic beverage (alcohol & drug treatment) 17.6 17.8 18.2
Insurance premium/other (workers safety & compensation)l' 7.6 7.8 81
Electric &telephone cooperative (municipal share) 3.7 3.7 3.7
Tobacco - cigarettes (School Fund)IiL 274 258 244
Tobacco - cigarettes (Tobacco Use Cessation)10 2.7 31 35
Motor fuel tax-aviation (municipal share) 0.1 01 01
Subtotal 59.1 58.3 58.0
Fish Tax
Fisheries business (municipal share)™ 171 17.0 175
Fishery resource landing (municipal share)™ 5.7 55 5.7
Salmon enhancement (Aquaculture Association share) 4.4 3.9 4.0
Subtotal 27.2 26.4 27.2
Other Taxes & Fees
Commercial passenger vessd tax (state share) 0.0 0.0 9.0
Commercial passenger vessd tax (municipal & region share) 0.0 0.0 34.6
Subtotal 0.0 0.0 43.6
Total Restricted Taxes 86.3 84.7 128.8
Grand Total 413.9 432.6 473.7

(D 1he tabaooo (dgiret(V) tax reparted here differs slightly from the anount recarded in the lax Division's Hscdl Year 2006 Amnual Re-
port because of timing issues. Noe tax retums are nat reosived and pracessed until after the State acoounting system hesdosed, resulting
in their being counted in the lollowing fiscal year.

(@ Iheamount of corparate income tax reported here differs dlightly Irom the amount recarded in the lax Division's Y 2006 Annual
Report because of timing issues. A svdll amount of revenue wes moved to this accourt dlter the dose dl the liscdl year. 'I His corredtion is
reflected in the Annual Report, but isnat induded here b’ causeit is not induded in the State accounting system

(3 Ihefisheries taxes reparted herediffer slightly front the anounts recarded in the lax Division's 1Y 2006 Report because of timing is-
a5 Nore tax retums are nat recaived and prooessad urntil after the State accounting system bes dased, resiting in their being counted in
the following liscal year.

(= In addition to the Worker's Conpensation inslrance preniuns lot the Insurance Premium litx, this amount dso indudes senvices fess
from enployers who are saif-insured
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tions, it is considcrecl restricted for this
forecast. Our forecast of receipts is based
on revenue expectations in the Alaska
Marine Highway System business plan.

Commercial Passenger
Ranger Fee

The Commercial passenger ranger fee

is aper-berth fee of $4 that applies to
commercial passenger vessdls with 250
or more berths. The feeis levied to
support the Ocean Ranger program,
which provides for independent observ-
ers of engineering, sanitation and health
practices aboaid the vessdls. This feewas

imposed as part of Ballot Measure 2, elsewhere in this forecast or because they

passed by voters in August 2006. The do not generate revenue available for

measure is covered in more detail in the  general appropriation.

"Taxes" section of this forecast. Our forecasts of program receipt rev-
enues are based on discussions with the

Program Receipts

Governors Office of Management and

Under AS 37.05.142 - 37.05.146, Budget and analysis of the most recent
receipts from authorized state programs budget expectations for these categories.

are accounted for separately and ap-
propriated to administer the source
program, implement laws related to the

'Hie program receipts listed in this sec-
tion are:

program, or cover costs associated with « Receipr supported services, which in-
cludes state services such as Pioneers
homes and occupational licensing
that are funded by program receipts.
Certain seafood assessiernts are

collecting the receipts. Some programs
with program receipt authority are not
included in our Charges for Services
category because they arc reported

Figure 5-4. Charges for Services, FY 2006 and Forecasted FY 2007-2008 ($ million)

History

Unrestricted FY2006
General government 21.0
Natural resources 19
Other 0.2
Total Unrestricted 231
Restricted
General government 15
Natural resources 0.5
Marine highway receipts 51.0
Receipt supported services 106.8
Statutorily designated 44.6
RCA receipts<u 7.4
Test fisheries receipts 20
Timber sale receipts 0.7
Oil & gas conservation 4.3
DCCED hbusiness licenses 6.2
Commercial passenger ranger fee 0
Total Restricted 225.0

248.1

Grand Total

Forecast
FY 2007 FY 2008

21.0 21.0
19 19

0.2 0.2
231 231
15 15

0.5 0.5
54.7 54.7
96.7 96.7
57.2 57.2
7.8 7.8
25 25

1.1 1.1
5.7 57

81 81
0 3.8
235,8 239.6
258.9 262.7

(1) Net meipt .umiunt reported line differs diplnly Irom tin-ar.omit molded in ilit* Tex | livision's 1V 2006 Annual Repart
because of liming isses: Sonre anounts svhili should have been recorded in the following liseil yeer were monied in FY

2006 in ilie date acoounting system
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included in elds category.

Statutorily designated program
receipts, which includes money
received from sou oes other than

the state or federal government and
restricted by the te ns of agift, grant,
bequest or contract

Regulatory Commission of Alaska
(RCA) receipts, which are regularory
cost charges and user fees levied on
utilities and pipelines to fund costs of
regulation.

Test fisheries receipts, generated by
the Department of Fish and game
from selling fish caught during the
process of testing the commerciality
of fisheries.

Timber sale receipts, which arc used
to fund rhe timber disposal program
of the Department of Natural Re-
SOUrCes.

Oil and Gas Conservation Com-
mission receipts, which are fees and
charges for regulation of oil and ges
wells and pipelines.

Business license fees collected by the

Department of Commerce, Commu-
nity and Economic Development.

Fines and Forfeitures

Fnes and forfeitures include civil and
criminal fines and forfeitures and money
received by the state from the settle-
ment of civil lawsuits. llie largest single
source of receipts under this category is
from the multi-state tobacco settlement.
Other sources are volatile from year

to year and are forecast based on the
historical five-year average.

Tobacco Settlement

Ihe tobacco settlement wes signed by 46
srates (including Alaska) in November
1998 and dictates annual payments to
each of the states. All tobacco settlement
revenue is considered restricted for pur-
pases of this forecast. Eighty percent of
the revenue stream is earmarked for the
Northern Tobacco Securitization Corpo-
ration for payments on bonds that were
sold based on the future revenue stream.
The remaining 20% of the revenue is
deposited into the Tobacco Use Educa-
tion and Cessation Fund, a subfund of
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the General Fund.

Tic tobacco settlement includes a “non-
participating manufacturer adjustment”
provision that allows for a reduction in
payments to the settling states if an arbi-
trator determines that: (a) the Original
Participating Manufacturers lose a speci-
fied amount of market share to Non-
Participating Manufacturers (NPM) in
acalendar year; (b) the disadvantages
experienced as a result of the settlement
were asignificant factor contributing to
this market share loss; and (c) asettling
state did not have in effect and diligently
enforce a Qualifying Statute during that
calendar year. Alaska’s tobacco settle-
ment payment was reduced under this
provision in FY 2006. Tie State plans
to litigate this issue and expects that the
payment reduction will be returned to
the state at the conclusion of the litiga-
tion. Our forecasts for FY 2007 and FY
2008 include reductions of $4.1 million
and $4.4 million, respectively, for this
NPM adjustment.

Tobacco settlement payments are based
on acomplex formula that rakes into ac-
count several factors including declines

Figure 5-5. Fines & Forfeitures, FY 2006 and Forecasted FY 2007-2008 ($ million)

History Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Fines & forfeitures 8.5 10.3 10.3
Total Unrestricted 8.5 10.3 10.3
Restricted
Tobacco _Settlement (Nonh Tobacco Securitization 16.0 14.9 233
Corporation)
Tobacco Settlement (Tobacco Use Education & Cessation 40 37 58
Fund) ' ' '
Other 10 15 15
Total Restricted 21.0 20.1 30.6
Grand Total 205 304 409
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in cigarette consumption and inflation.
In our forecast, we expect . hat cigarette
consumption will decline a; an annual
rate of 4% and inflation will be 2.75%.
In FY 2008, payments will increase be-
cause Alaska will receive the first of ten
incremental payments that compensate
for our expenses in executing the litiga-
tion that led to the tobacco settlement.
Our forecast assunes that payments will
continue to be reduced by the non-
participating manufacturer adjustment
described above.

Licenses and Permits

Licenses and permits represent govern-
ment revenue derived from charges for
participating in activities regulated by ti e
state. The majority of the receipts under
this category are from motor vehicle reg-
istration and fishing and hunting license
fees. Alcoholic beverage license feesare

also separately listed. There are several
other small license and permit fees which
are forecast as constant in coming years,
these are summarized in the “Other fees'

category.

Alcoholic Beverage Licenses

Alcoholic beverage licenses are required
to manufacture or sell alcoholic bever-
ages in Alaska. Licenses are issued by the
Alcoholic Beverage Control Board and
revenue is deposited into the General
Fund. All of the revenue from biennial
license fees collected within municipali-
ties, excluding annual wholesale fees and
biennial wholesale license fees, is shared
with the municipalities and is treated as
restricted for purposes of this forecast.
The number of alcoholic beverage li-
censes issued in amunicipality is dictated
by population, so any changes in revenue
should be small.

Fishing and Hunting
License Fees

Fishing and hunting licenses are issued
by the Department of Hsh and Game for
participation in various fishing, hunting
and related activities. The majority of
these fees are appropriated to a special
revenue fund called the Fish and Game
Fund. Money in the fund may only be
spent for fish and game management
purpases. Beginning with 2006 licenses,
asurcharge is in effect on certain sport
fishing licenses with the revenue funding
new sport fishing facilities in the state.
Our forecast for fishing and hunting li-
cense fee revenue is based on expectations
of the Department of Fish and Game.

Motor Vehicle

Registration Fees

Motor vehicle registration fees arc col-

Figure 5-6. Licenses & Permit;', FY 2006 and Forecasted FY 2007-2008 ($ million)

Unrestricted

Alcoholic beverage licenses
Motor vehicles

Other fees

Total Unrestricted

Restricted
Hunting & fishing
Hunting ik fishing fees (fish & game fund)
Sanctuary lees (fish ik game fund)
Hunting & fishing subtotal

Other fees
Alcoholic beverage license share
Other fees subtotal

Total Restricted

Grand Total
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History Forecast
FY2006 FY 2007 FY 2008
10 11 1.1
37.7 39.8 40.6
3.2 3.2 3.2
41.9 44.1 44.9
25.8 32.3 32.7
0.3 0.3 0.3
26.1 32.6 33.0
3.6 3.6 3.6
0.9 0.9 0.9
45 45 4.5
30.6 37.1 37.5
72.5 81.2 82.4



lected by die Division of Motor Vehicles
within the Department of Administra-
tion. Most are considered unrestricted
license and permit revenue; however,
some registration fees are considered
restricted receipt supported services and
are reflected in die Charges for Services
section of this forecast. Our forecast for
motor vehicle registration fee revenue is
based on the expectations of the Division
of Motor Vehicles.

Rents and Roy illties

Rents and royalties from sources other
than oil and gas fall into three catego-
ries: cabin rentals, coal royalties and
leasing, rental and sale of state land.

All rents and royalties from oil and ges
are reported in the Oil Revenue section
of this forecast.

Cabin Rentals

The Department of Natural Resources
operates over 50 public use cabins in
Alaska’s state parks and elsewhere. Rental
and > Vi fees generated from these

cab  .uedeposited in the General Fund.

Revenue should remain steady unless
there arc significant changes in feesor

cabin usage.
Coal Royalties

As with oil and gas production, the state
earns revenue from coal production that
occurs on state lands leased for explo-
ration and development. As the land
owner, the state eams revenue from leas-
ing as. (1) upfront bonuses, (2) annual
rent charges and (3) as a retained royalty
interest in coal production.

Of the total revenue received from coal
royalties, 74.5% is deposited into the
General Fund, 25% is deposited into
the Permanent Fund and the remaining
0.5% goes to the School Fund. The Per-
manent Fund and School Fund portions
are treated as restricted in this forecast.

Our projection of coal royalties is
produced by estimating the future value
ofcoal production in Alaska. The value
is estimated based on 2005 production
levels and coal price forecasts from the
Energy Information Agency.

hill 2006 Revenue Sources Hook

Land Leasing, Rental and Sale

The State receives revenue from the
leasing, rental and sale or state land. All
of these revenues are deposited into the
General Fund, but some go to subfunds
of the General Fund and are treated as
restricted for purposes of this forecast.
Revenues consist of many small compo-
nents and arc volatile from year for year;
therefore our forecast is based on either
FY 2006 receipts (for restricted receipts)
or the five-year average (for unrestricted

receipts).

0 ther

This category includes unclaimed prop-
erty transfers, transfers to the state from
component organizations and miscella-
neous revenues. Miscellaneous revenues,
which include contributions to the
state and other revenues, are difficult to
predict and are projected at the five-
year average. Unclaimed property and
transfers from component organizations
are discussed below.

Figure 5-7. Rents & Royalties, FY 2006 and Forecasted FY 2007-2008 (S million)

History Forecast

Unrestricted FY 2006 FY 2007 FY 2008
Land leasing, rental & sde 7.4 7.9 7.9
Coal royalties 11 12 13
Cabin rentals 0.3 0.3 0.3
Total Unrestricted 8.8 9.4 9.5
Restricted

Land leasing, rental & sae 55 55 55
Coal royalties 04 04 04
Total Restricted 5.9 5.9 59
Grand Total 14.7 15.3 15.4

I.ill 2006 Revenue Sources Hook  SS



Unclaimed Property

Alaska's Unclaimed Property statutes
require businesses and corporations to
report unclaimed intangible property

to the state. Property is reportable if

an owner cannot be located, the owner
has not cashed a property check, or an
account has not had any owner-initiated
activity for at least three years. Un-
claimed property may include checking
accounts, customer deposits and over
payments, gift certificates, unpaid weges,
and security related accounts. The state
holds the property in trust until the
owner or his or her legal heir claims it.
Each year, the unclaimed property trust
account is evaluated and the excess ot
the working trust balance is transferred
to the general fund.

No transfer was made during PY 2005;
asaresult, alarger than normal transfer

was made in FY 2006. We anticipate
transfers will fall to S4.0 million per year
by FY 2008 due to earlier contact with
property owners and greater effort by
companies to locate property owners.

Transfers from Component
Organizations

Each year, the state receives money in
the form of transfers from component
organizations, such as the Alaska Hous-
ing Finance Corporation, frequently

in the form of dividends. Component
organizations are covered in more detail
in the Public Corporations & the Uni-
versity of Alaska section of this forecast.
Some component organizations do not
make transfers to the state, and asa
result not all component organizations
are listed here.

Actual transfers for FY 2006 are reflect-
ed in draft tables from the Comprehen-
sive Annual Financial Report. Forecasts
for FY 2007 and FY 2008 transfers are
based on discussions with the Gover-
nor’s Office of Management and Budget
and analysis of the most recent budget
expectations for these categories.

Transfers from component organiza-
tions presented here may differ from
those presented in the Public Corpora-
tions & University of Alaska section

for two reasons. First, the amounts
presented here accounts differently for
certain funds paid over time for multi-
year capital projects. Second, amounts
presented here do include certain funds
that arc transferred to the state and then
appropriated to the component unit for
operations.

Figure 5-8. Other Revenue, FY 2006 and Forecasted FY 2007-2008 (S million)

Unrestricted

Miscellaneous

Unclaimed property

Total Unrestricted

Restricted
Alaska Housing Finance Corporation

Alaska Industrial Development & Export Authority
Alaska Municipal Bond Bank Authority

Alaska Student Loan Corporation

Alaska Energy Authority

Miscellaneousn’

Total Restricted

Grand Total

(1 Reverue shoan under acoount aockss lor "tidier™ or “Yoniiilmiions™ in the Alislu Siale Aaouniing; Systemlot (icner.il Fund subfunds

and spedd revere funds.
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History Forecast
FY 2006 FY 2007 FY 2008
30.6 16.5 16.5
10.0 55 4.0
do.6 22.0 20.5
50.4 48.7 735
8.8 16.6 10.0
0.7 10 10
44.0 19 60.0
52.8 32.2 32.2
156.7 100.4 176.7
197.3 122.4 197.2
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6. Federal Revenue

Sli
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57

S6

S5

$4

s3

S2

Restricted $2.0 billion

Sl

SO
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Figure 6-2. Total Federal Revenue to the State, FY 2006 and Forecasted FY 2007-2008 ($ million)

Unrestricted
Federal receipts

Restricted
| Federal receipts

Total

The federal government continues

to play asignificant role in Alaska’s
economy. In Federal Hscal Year (FFY)
2004 (the nost recent data available)
the federal government spent 88.4 bil-
lion in Alaska."1The majoriry of that
spending came from the activities ol
various federal agencies, part wes in the
form ofgrants to state and municipal
governments, and still another part
came in payments to individuals.

In FFY 2004, Alaska taxpayers received
S1.87 for every dollar paid in federal
taxes.-” On a per capita basis, more
federal money is spent in Alaska than
in any other state (see Figure 6-3).

For FFY 2004, federal expenditures in
Alaska increased by 5.2% Irom FFY

2008.

Among federal agencies, the Depart-
ment of Defense spends the most in
Alaska, followed by the Department of
I le.tlth and Human Services. Together,
these two departments account for
nearly half (48%) of all federal spend-
ing in the state. Not surprisingly, a

History Forecast
FY 2006 FY 2007 FY 2008
0.0 0.0 0.0
19715 3,048.5 3,048.5
1,971.5 3,048.5 3,048.5

large portion of federal money flows
into Alaska through salaries of federal
employees However, 38% of all federal
spending comes in the form of grants,
mostly to state and municipal govern-
ments, and to nonprofir organizations.

In FY 2006, the State of Alaska re-
ceived and spent $2 billion in federal
funds. Ibis Federal funding is generally
restricted to specific uses such as road
improvements, Medicaid payments ai.d
aill to schools. Potential changes to fed-
eral law, differing federal and state fiscal
years and varying numbers of eligible
Alaskans in certain programs make
forecasting federal revenue difficult.

Ihe estimates we present for FY 2007
and FY 2008 arc from the Office of
Management and Budget and are based
on state agency projections of potential
federal revenues.

It is important to note that the state
routinely budgets for federal funds
in excess of expected allotments. The
legislature authorizes state agencies
to receive and spend the maximum

"hat federally funded programs might
receive, while the actual appropriation
amounts are generally less. In addi-
tion, some of the funding granted for
multi-year capital projects is received
and spent in years following the one
in which the money is procured. All
federal funds, whether spent in the op-
erating or capital budget, are restricted
by legislative appropriation to specific
Uses.

For FY 2007, the state is budgeted to
receive S3 billion in federal receipts.
State-matching money is required for
most federal funding. The budgeted
state match and the top three bud-
geted categories for federal spending

in Alaska for FY 2007 are included in
Figure 6-3. FY 2008 is identical to FY
2007, as the state’s budget for that year
is not yet developed.

tit US Garsus Burel 1] amsnicbiod Fecerl Fnds Repart for FY2(104, US: Departrrent of Qirriiicrve, Washington, [>.(.. 2023),

http:/li.trveMeragiisingwi lir/.np/Reponsag

1.") lax Foundations "Federal Spendingin iiach Sate per Dollar of Federal Fixes” hiip/AvswiudtrndLiti(m otpyi.ixiitg pendiing.htnd.
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Figure 6-3« FFY 2004 Federal Spending per Capita, Top Six States
14.000

12000

10000

8000

Qo 73

6000

4.000

2000

Alaska Virginia Maryland New Mexico Hawaii North Dekota  US Average

Figure 6-4. Total Federal Spending in Alaska, FFY 2004

By Distributing By Appropriation
Agency Category

5Million Raoat SMillion Raraent
Deferse 25216 3% Gans 3,216.9 3B%
Hedlth & Human Saviass 15711 1% SHaies & Weges 17284 20%
Soad Secunity 665."> 8% Procurement 1697 20%
COther Agendes 3,686.0 240% Retiremert & Disability 11363 13%
Other Direct Paynerts 665.0 8%
lotal H4454 100% Toa 84453 100%%
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Figure 6-5. Federal Spending, FY 2007-2008 ($ million)

State Match Requirement
Operating Budget(l)

Capital Budget()

Total

N"op Spending Categories
‘transportation Projects (1)

Medicaid (I)

Education (K-12, University of Alaska)(U

Budgeted Budgeted
FY 2007 FY 2008
347.8 347.8
96.1 9.1
443.9 443.9
1,040.5 1,040.5
806.1 806.3
363.9 363.9

(1) FY 200S is idertical to the F 2007 because the Fiscal 2008 budget hes not yet been developed
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/7. Ilnvestm ent Revenue

Figure 7-1. FY 2006 Investment Revenue $3.2 billion

Sl
Unrestricted 0.1 billion
t
Restricted $3.2 billion
Sl
DO

Kill 2006 Revenue Sources Book « 61



Kill 2006 Revenue Sources Book

Figure 7-2. Total Investment Revenue, FY 2006 anti

Unrestricted
Investments
Interest paid by others

Total unrestricted

Restricted

Investments

Constitutional budget reserve fund
Other treasury managed funds
Alaska Permanent Fund

Total restricted

Total

Investment Forecast

To forecast investment revenue for

the cu rent fiscal year— FY 2007— we
combine actual performance through
September 30, 2006, with a projec-
tion for the remainder of the year.
Forecasts and estimated capital market
median returns are based on informa-
tion supplied by the states investment
consultant, Callao Associates Inc., and
its five-year capital market estimated
returns.

02 mFall 2(106 Revenue Sources Book

Forecasted FY 2007-2008*1L($ million)

History
FY2006
51.9
14
53.3

144
73.3
134
3,072.3
3,173.3

3,226.7

Forecast

FY 2007 FY 2008
122.6 99.3
14 14
124.0 100.7
37.9 291
176.1 176.5
223 23.0
25125 2,673.9
2,748.8 2,902.5
2,872.8 3,003.2



Figure 7-3. Callan Associates Inc.’s Five-Year Capital Market Estimated Returns

Asset Class

Equities

U.S. broad

U.S. large cap

U.S. small cap
International Equity

Fixed Income
Domestic broad market

Domestic short term
(cash equivalent)
Domestic intermediate

International

Other
Real estate

Inflation

Benchmark for Asset Class

Callan & Associates Inc. (CAl) Broad
Standard & Poors (S&P) 500
CAI small

Morgan Stanley Capital international
EAFE

Lehman Brothers Aggregate
Three-month U.S. Treasury Bill

Menill Lynch 1- to 5-year government

Salomon Brothers non-U.S. Govern-
ment

CRES

CPI-U

%/Ycar Median
Expected Return

9.00%
8.85%
9.85%
9.20%

5.00%
4.00%

4.50%
4.90%

7.60%

2.75%

Kill 2006 Revenue Sources Boots

%/Year Expected
Risk

16.90%
16.40%
22.70%
20.10%

4.50%
0.80%

3.30%
9.60%

16.50%

1.40%

(1) * Tre continued volatility in the world'sfinanda merkets mekes foous on the "Bpected RsK’ colurm (far right in the talde above) particularly
apprapriate. 'llie nuners in .he Bpedted Risk colunm represant adtatistical meesure called standard deviation, which isthe most conrmmonly used
messure of risk in the investnu: tworld. llie standard deviation isamessure of the digpersion of dataaround its meen. The analyst can use this nessure
of dspersion to provide arange of posste outcarmes a any desired levd of corfidence. In the data in this talle, the levd of confidence isst & A%

or one gtandatd deviation. A higher led of confidence would require abroeder range, for exanple. Callan edtirretes an averageannudl retum for the

dorestic broed market fixed-inoono asst dass of

and an eqpected risk for that esst dassof

'lli.it mearns Callan isfarecasting that two-thirds

of the time the amnual retum for the domesttic broed fixedhincome asset dasswill fall between 0.5% (the median expected average annudl retum of 5%
minus the expedted risk of 4.5%) and 0,5% (the median expacted retum plus the eqoedted k). A prediction a 05% confidence would tun fltim -4%
to 14% too broed arange to ke useful.

"lhe probahility thet aparticular ssst dass or portfolio will heve anegative retum over agiven period of tine isanothct way to tdllect the riskiness ol

thet ast dassor portfolio.

Unrestricted

Investment

Unrestricted investment revenue is
earned on the General Fund non-seg-
rcgated investments managed by the

Revenue

Treasury Division. Interest Paid by
Others is interest received by the state

other than tut its investments. Oil and
ges royalty interest is included in Gen-
eral Fund unrestricted oil revenue.

Fall .RKKi Revenue .Sources Rook ¢ 6.5
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Figure 7-4. Unrestricted Investment Revenue, FY 2006 and Forecasted FY 2007-2008 ($ million)

Historv Forecast
Unrestricted FY 2006 FY 2007 FY2008
Investments 51.9 122.6 99.3
Interest paid by others 14 14 14
Total 53.3 124.0 100.7

Figure 7-5. Investment Revenue Summary, FY 2006 anti Forecasted FY 2007-2008

Asset Allocation

Treasury I'ool Percent Allocation
Short-term, Fixcd-income pool 31>%
Intermediate-term, lixed-income pool 64%
Investment balance Sept, 30, 2006 $3,072.0 million
Projected annual rateol return 4.32%
Probability of negative return over 1year 2.52%
Actual total investment income FY 2005 $ 36.9 million
Actual total investment income FY 2006 66.3 million
Projected total investment income FY 2007 160.5 million
llistory
Unrestricted FY 2006
Investment revenue unrestricted 5l &
Investment teventie restricted' Ul
Total 66.3

1) Imliiilci Mililiin It & ilir (Kinril 1o,

M  Lill JdIKi Revenue Smitics Hook

Performance Benchmark
ihrec-month U.S. Treasury Bill

Merrill Lynch 1- to 5-year govern-
ment index

Forecast
FY 2007 FY 2008
122.6 99.3
37.9 29.1
160.5 128.4



Restricted Investment

Revenue

Restricted investment revenue consists
of earnings from governmental funds,
the CBRF, other Treasury-managed
governmental funds and the Alaska
Permanent Fund.

Figure 7-6. Restricted Investment Revenue, FY 2006 and Forecasted FY 2007-2008 ($ million)

History Forecast
Restricted FY 2006 FY 2007 FY 2008
Investments 14.4 37.9 291
Constitutional budget reserve fund 73.3 176.1 176.5
Other treasury managed funds 134 22.3 23.0
Alaska Permanent Fund 3.072.3 2,512.5 2,673.9
Total 3,173.3 2,748.8 2,902.5

(1)  Annual uincaliml and realizedearming, from Permerent Fund Figure T-1 | (pege 69).

lall 2000 Revenue Stiuicc.s Bunk ¢ C5
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Figure 1-1. Constitutional Budget Reserve Fund Cash Flows Investment Revenue Summary, FY 2006 and Forecasted

FY 2007-2008

Asset Allocation Regular Account
Treasury Pool

Short-term, Fixed-incomc pool
Intermediate-term, fixed-income pool

Broad market fixed-income pool

Regular balance Sept. 30, 2006
Projected annual rate of return

Probability of negative return over 1year

Asset Allocation Special Subaccount

Treasury Poadl
Broad market fixed-income pool
Domestic equity pool

International equity pool

Special subaccount balance Sept. 30, 2006
Projected annual rate of return

Probability of negative return over 1year

Total Investment Income

Regular account

Special Subaccount

Total

nit « i.ill (> Revenue Souices Book

Percent Allocation
8%
72%
20%

S1,898.9 million
4.56%
8.00%

Percent Allocation
39%
44%
17%

512.4 million
7.49%
24.35%

History

FY 2006
34.4
38.9

73.3

Performance Benchmark
Three-menth U.S. Treasury Bill
Merrill Lynch 1- to 5-year government index

Lehman Brothers aggregate bond index

Performance Benchmark

Lehman Brothers aggregate bond index
Russell 3000 Index

MSCI FAFF. Index

Forecast
FY 2007 FY 2008
126.8 1345
49.3 42.0
176.1 176.5
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Figure 7-8. Constitutional Budget Reserve Fund Cash Flows, FY 2006 and Forecasted FY 2007-2008

HistoryI* Forecast

FY 2006 FY 2007 FY 2008
Beginning cash balance CBRF 2.235.7 2,267.1 3,302.7
Beginning main account balance 1,782.0 1,774.6 2,760.9
Earnings on main account balance(n 34.4 126.8 134.5
Petroleum tax, royalty settlements 43.7 90.0 20.0
Loan to GF (prior year) (187.9) 0.0 0.0
GF surplus moved to CBRF 102.4 769.5 263.1
Ending main account balance 1.774.6 2,760.9 3,178.5
Beginning special subaccount balance 453.6 492.5 541.8
Earnings on special subaccount balance (1) 38.9 49.3 42.0
Loan to GF Irom special subaccount 0.0 0.0 0.0
Ending special subaccount balance 492.5 541.8 583.8
Total CBRF balance 2,267.1 3,302.7 3,762.3

(1) lie tumings estimete tor the mein account is «£.58K 1> and the eamings estiete for the gpadd subacoount is 7.486%  Ibesc projec-
tions are besad on 2006 kalians capital merket assunptions and Departrent of Reverug, Treasury Division's asset allocation,

(2) Settlement estim  sate provided by the Department of Reverue and Departrrent of less, net of amnual federdl Minerals Marege-
ment SenMeepayir S

(3) Approximetely SS 1 hillion lies beenborroned from the (TRI by theidoneral Fund, since the inception of die ITRK

lall 20IKi Revenue Smiices Bool, « 67
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Figure 7-9. Public School Trust Investment Revenue Summary, FT 2006 and Forecasted FY 2007-2008

Asset Allocation

Treasury Pool Percent Allocation Performance Benchmark
Broad market fixed-income pool 55% Lehman Brothers aggregate index
Domestic equity pool 45% Russell 3000 Index

Public school fund balance Sept. 30, 2006 $347.2 million
Projected annual rate of return 6.8%

Probability of negative return over 1year 21.3%

Total Investment Income & Distributable
Income ($ million)

History Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Public school trust total investment income 13.0 22.0 22.7
Public school trust distributable income 123 12.0 124
Total 25.3 34.0 35.1

Figure 7-10. Alaska Childrens Trust Investment Revenue Summary. IT 2006 and Forecasted IT 2007-2008

Asset Allocation

Treasury Podl Percent Allocation Performance Benchmark

Bro;. ' market fixed-income pool 20% Lehman Brothers aggregate index
International equity pool 22% Morgan Stanley Capital International (FAFF)
Domestic equity pool 58% Russell 3000 Index

Alaska children's fund balance Sept. 30. 2006  $1 1.4 million
Projected annual rate of return 8.25,'6
Probability ol negative return over lyear 27,19%

Total Investment Income & Distributable
Income (5 million)

llistory Forecast
Unrestricted IT 2006 FY 2007 FY 2008
Alaska childrens trust total investment income 04 0.9 0.9
Alaska childrens mot distributable income 0.4 0.3 0.3
Total S 12 12

20110 Revenue Sources Booal.
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Figure 7-11. Permanent Fund Managed by the Permanent Fund Corporation, FY 2006 and Forecasted FY
2007-2008™ ($ million)

History Forecast
Reserved Assets — Principal FY 2006 FY 2007 FY 2008
Total reserved assets - beginning balance 28,521.8 30,325.3 31.977.3
Contributions & appropriations
Contributions & appropriations - beginning balance 24,647.2 26,104.2 27,354.9
Dedicated petroleum revenue 601.1 518.6 447.8
Inflation proofing transfer from realized earningsid 855.9 732.1 764.6
Deposits to principal and settlement earnings 0.0 0.0 0.0
Subtotal contributions & appropriations 26.104.2 27,354.9 28,567.3
Unrealized appreciation/depreciation
Appreciation/depreciation - beginning balance 3,8740 4221.1 4,642.3
Annual unrealized gain/loss 347.1 421.2 447.8
Subtotal unrealized appreciation/depreciation 4,221.1 4,642.3 5,090.1
Total icserved assets - ending balance 30,325.3 31,977.31 33.657.5
Realized Earnings Account
Realized earnings account - beginning balance 1.439.9 2.584.8 3.038.1
Annual realized earnings 2,726.2 2,091.3 2.226.1
Dividend payment to State of Alaska (688.6) (878.3) (1,072.0)
inflation proofing transfer to reserved assets (855.9) (732.1) (764.6)
Other transfers to reserved assats 0.0 0.0 0.0
Other appropriations out of fund (36.7) (27.6) (27.6)
Realized earnings account - ending balance 2,584.8 3,038.1 3.400.1
Market Value- Total Fund Invested Assets Value
Contributions Ik appropriations - end-of-year balance 26,104.2 27.354.9 28.567.3
Unrealized appreciation/depreciation end-of-year balance 42211 4,642.3 5,090.1
Realized earnings end-of-year balance (statutory earnings) 2.584.8 3,038.1 3,400.1
Fund balance (market value) end-of-year balance 32.910.1 35.035.3 37.057.5
Total Reported Turnings
Annual unrealized gain/loss 347.1 421.2 447.8
Annual realized earnings 2,726.2 2,091.4 2.226.1
Reported earnings 3,072.3 2,512.5 2.673.9

1.iu praected using 10/31/2005 liiunci.il Siiemails and Lill 2006 revenue forecadt. (i.ill.m 2000 capital narket assiiniiuus
resuitsin 7.61% median expo ted ioi.it retum lor 1V 2007. 1 V2008 ad TV2000. * Inll.iiion prodfing is rajiitret] by si.iuuc.
AS 37.13.124(c) .inti iscaladated by the gl of flic Pemreanart liiml.  llie inllatinn rati* used for TY 2006 is3,39%: <alan
Asxodates Inc.'sinflation rate of 2.75% wes used lo prges| inflation piooliug lor TV 2007 ami 2008.11 llie IVimuneni Innd
dividend payrent is recotded .isaliability .u lisi.il year end and is peid out tirt following miilli.
Fall 21KI6 Revenue Sources Minds <69
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8. State Endow ment Funds

lliis section of the revenue forecast
compares important attributes of six
endowment funds. Tlie University

of Alaska endowment is included in
this comparison because it isone of
Alaska’s public endowment funds that
uses the annual distribution calculation
method typical ol the vast majority of
endowments in the United States and
Canada.™

lhe fiduciary lor each ol these endow-
ment funds has the responsibility for
establishing an asset-allocation policy
lor the fund. Figure 8-1 on the next
page compares the asset-allocation poli-
cies lor these endowments.

Under the standards adopted by tie*
Coveinment.il Accounting .Standards
Boaid (GASH), public funds calculate
and report thcii income by recogniz-

ing changes in the value of securities

as income, or losses, as they occur at
the end of each trading day. Ihey do
this regardless ol whether the securi-
ties are actually sold and the income,

or losses, are taken or realized. All

six ol these endowments report an-
nual income on this basis. However,

as reflected in Figure 8-2 on the next
page, four of them— two of the funds
administered bv the Alaska Permanent
Fund Corporation (Alaska Permanent
Fund and Mental | Icahh Trust Fund),
and the Public Sell ol Trust and Alaska
Children's Trust— use other measures
ol annual income lor determining their
distributions.

In determining the amount of income
available for distribution euh ye.tr for

the two funds managed by tlie Alaska
Permanent Fund Corporation, gains or
losses on indivd tal investments are not
recognized until the investment is sold.
For calculating distributable income lor
the Public School Trust and the Alaska
Children’sTrust, only interest earned
ami dividends received are treated as
income. Gains and losses in the value
of individual investments are never rec-
ognized as income. By law, those gains
and losses remain with the principal ol
the fund.

(1) ¥ predominant pragties, nukinganiiii.il iliMriliiitiiviMil 4% k>V.iol the maikel value of die endowment, developed hillowing a 1968 hud Inun-
dation sudy. See llie hald 1 diiudaiion Managing | durational I'lidowidiicrts (New Ynih, New otk 1969).

Tall 2006 Revenue Sources Book 71



Kill 2006 Revenue Sources Book

Figure 8-1. Target Asset Allocation— State Endowment Funds

Aaska Permanent Fund
Menial Health Trust
Public School Trust

Aaska Childrens Trust

Posver cost equalization

University of Alaska
endowment

us

Bonds Bonds Equities

25
25
55
20
35

i7.5

International us International Red Alternative

4 34
4 34
0 45
0 58
0 a7
0 32

19
19

Equities Edate  Investmernts

10 8 100
10 8 100
0 0 100
0 0 100
0 0 100
85 24 100

Figure 8-2. Calculation of Annual Income— State Endowment Funds

Alaska Permanent Fund

Mental Health Trust

Public School Trust

Alaska Children's Trust

Power Cost Equalization Endowment

University of Alaska Endowment

Kill 200(> Revenue Sonnes Book

Financ’al Reporting
of Income

GASB (recognize gains ar j losses

based on change in market value)

GASB (recognize gains an: losses

based on change in market value)

GASB (recognize gains an: losses

based on change in marke- value)

GASB (recognize gains arc losses

based on chaigc in market value)

GASB (recognize gains an : losses

based on change in market value)

GASB (recognize gains an: losses

based on change in market value)

Distributable Income

Interest earnings +dividends paid
+gains and losses on investments

actually sold

Interest earnings +dividends paid
+ gains and losses on investments

actually sold

Interest earnings +dividends paid;
gains and losses on value of securities
are never income, they become part

of principal

Interest earnings +dividends paid;
gains and losses on value of securities
are never income, they become part

of principal

GASD (recognize gains and losses

based on change in market value)

GASB (recognize gains and losses

based on change in market value)
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Figure 8-3. Distributable Income Determination— State Endowment Funds

Alaska Permanent Fund
The annual distribution for the Permanent Fund Dividend follows die formula in AS 37.13.140-.150, which specifies

that 10.5% of the past five years' total realized income shall be paid out as dividends but also sets the limitation that

the annual distribution may never exceed 50% of the balance in die fund's Re ilized Earning Account (REA). The

50% limitation has never been triggeret?.

Mental Health Trust
The Menial Health Trust Board adopted a policy, beginning in FY 2001 to distribute 3.5% a year of the market value

of the fund s total assets. The distribution rate had been 3% for FY 1096-1998 and 3.25% for FY 1999-2000. Because
of recent declines in market value, the board is exploring a redefir tion of "principal” so that losses in market value

would be proportional!" allocated to the principal account and the earnings account rather than assigning the entire

value of any losses to me earning account.

Public School Trust
The annual distribution is 4.75% of a five-year moving average of lhe fund's principal market value so long as

that amount does not exceed the interest and dividend earnings available in the earnings account. The trust has

accumulated a sizable earnings account balance, providing a cushion for the fund to maintain its annual distributions

in a sustained bear market.

Alaska Children's Trust
The annual distribution is 4.75% of a five-year moving average of the fund principal’s market value so long as

that amount does not exceed the interest and dividend earnings a vailable in the earnings account. The trust has

accumulated a sizable earnings account balance, providing a custvon for ihe fund to maintain its annual distributions

in a sustained bear market.

Power Cost Equalization Endowment
The annual distnbution is 7% of lhe fund's market value. For the Mial transition years, stale statute specifies that

Ihe fund shall use the market value on February | for the subsequent fiscal year's distribution. Thereafter, the fund

is to distribute each year 7% of lhe monthly average market value for a specified 36-mnnth period.

University of Alaska Endowment
The annual distribution is 5% of a five-year moving average of the market value of lhe fund.

1.ill JUIKi Hcvenik-Suuia's Rouk *1



Figure 8-4. Inflation-Proofing Procedures—State Endowment Funds

Alaska Permanent Fund
An annual appropriation is needed to inflation proof the principal of the Permanent Fund (but not the accumulated earnings)

pursuant toAS 37.13.145. The legislative appropriation requires a transfer from the Realized Earnings Account to the fund’s
principal an amount equal to the calculated U.S. Consumer Price Index's effeci on the value of the principal, comprised of
oil and gas royaltv contributions and legislative appropriations. The Alaska Permanent Fund Corporation's Trustees have
proposed a constitutional amendment that would inflation proof the entire fund— the principal and accumulated earnings— by

limiting the annual distribution of earnings to 5% of a five-year moving average of the market value of the fund.

Mental Health Trust
The Mental Health Trust Authority has adopted two policies to inflation proof the fund. First, it limits distributions to 3.5% of

the fund’s market value. (The authority's ultimate goal, after further building up the principal, is to distribute 5% of the fund's
market value each year, which would still allow enough retained earnings to inflation proof the fund.) Second, the authority

also has adopted a policy transferring money from lhe reserve account to the principal whenever the reserve exceeds four

times the annual income distribution, to help build up lhe fund's principal.

Public School Trust
The asset-allocation policy is such that-when combined with the requirement that the fund's capital gains and losses remain

part of the principal—the retained capital gains are adequate to inflation proof the fund.

Alaska Children's Trust
The asset-allocation policy is such that—when combined with the requirement lhal (he fund's capital gains and losses remain

part of the principal—the retained capital gains are adequate to inflation proof the fund.

Power Cost Equalization Endowment
The legislature, in selecting a 7% distribution policy, expressly elected not to inflation proof this fund, but rather to distribute

all, or almost all, of its anticipated annual earnings.

University of Alaska Endowment
The university's distribution policy of 5% of the moving five-year average of lhe fund's market value should allow for retained

earnings to inflation proof the fund.



9. Public Corporations &

University of Alaska

Public
'Hie state has established the following
public corporations to carry out certain
public policies:

Corporations

1 Alaska I lousing Finance
Corporation (AHPC)

2. Alaska Industrial Development and
Export Authority (AIDEA)

3. Alaska Energy Authority (AKA)

A Alaska Student Loan Corporation
(ASIC)

5. Alaska Municipal Rond Bank
Authority (AMRRA)

6. Alaska Aerospace Development
Corporation

7. Alaska Railroad Corporation

Ihese seven corporations and the
University of Alaska arc components
of state government whaose activities
are accounted lor in the state’'s Com-
prehensive Annual Financial Report

separately from the activities of primary
state government. Information in this
section is provided by these corpora-
tions.

Four of these corporations — the
Alaska Housing Finance Corporation
(Al'IFC), Alaska Industrial Develop-
ment Authority (AIDEA), Alaska
Student Loan Corporation (ASLC) and
Alaska Municipal Rond Rank Authoi-
ily (AMRRA) — pay some portion of
their income as an annual “dividend"
to the state.

llie members of the AIDEA Board of
Directors also serve as Board of Di-
rectors of ALA, though A1DLA and
ALA continue to exist as separate legal
entities, ALA has no employees, and
ALA contracts to have AIDFA employ-
ees administer AF.A programs. Other
corporations have their own stalls and
hoards. While neither the sale of bonds
nor the expenditure of bond proceeds
by these corporations are subject to the

kill 2006 Revenue Sources Rook-

th e

states Executive Budget Act, expen-
ditures for the day-to-day administra-
tion of all of these corporations except
the Alaska Railroad are subject to the
Executive Budget Act.

Ihe Alaska Commission on Pastscc-
ondary Education (ACRE) administers
the ASLC programs. lhe ASLC has no
employees, and the executive director
oi the ACI'L senves as the executive of-
ficer of the ASLC.

Ihe six figures that follow in this sec-
tion suniniari/e the activities ol these
cnipor.uions.
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Figure 9-1. Public Corporations— Missions

What does the corporation do and how does it do it?

Alaska Housing Finance Corporation
Using proceeds from lhe sale of bonds backed by ils corporale assets, AHFC purchases home mortgages from Abska

banks, Income from payments on these mortgages repays bond holders and adds lo Ihe corporation’s income, thereby
enabling the corporation, since FY 1991, to pay an annual dividend and/or return of capital to the state. In addition to
ensuring that Alaskans, especially Alaskans of low and moderale income and lhose in remote and underdeveloped
areas of the state, have adequate housing at reasonable cost, the corporation administers federally and state funded
multi-residential, senior and low-income housing, residential energy and home wealherization programs. In recent

years, the legislature has authorized AHFC to finance the construction of schools, University of Alaska housing and

other capital projects identified by the legislature.

Alaska Industrial Development and Export Authority
By lending money, guaranteeing foan”™ or becoming an owner, AIDEA makes financing available for industrial, export

and other business enterprises in Alaska. The corporation earns money from interest on its loans, investments, leases

and operations of its properties. The corporation has paid un annual dividend to tlie slate since FY 1997.

Alaska Energy Authority
AEA provides loans to utilities, communities and individuals to pay for the purchase or upgrade of equipment and for

bulk fuel puichases. Additionally, the agency administers the Power Cost Equalization program, subsidizing ruraI electric
costs with the Power Cost Equalization Endowment. AEA also receives federal and slate money to provide technical
advice and assistance in energy planning, emergency response management, energy infrastructure construction and

conservation in rural Alaska. AEA owns and, under contractual agreements, operates and maintains state-owned power

projects, such as Bradley Lake and the Alaska Intertie.

Alaska Student Loan Corporation
The Alaska Student Loan Corporation uses proceeds from bond sales to finance education loans made by the Alaska

Commission on Postsecondary Education. Loan repayments satisfy bond obligations and enhance lhe corporation’s
capital asset base. Alaska statutes authorize the board of directors to annually declare a return to Ihe slale of a portion
of its net income. The board has declared return of capital payments for each year beginning in FY 2001 through FY

2007. Alaska statutes also authorize the corporation to issue bonds for the purpose of financing projects of Ihe state.

Those bonds in aggregate may not exceed $280 million.

Alaska Municipal Bond Bank Authority
The Bond Bank loans money to Alaska municipalities for capital improvement projects. The bank's larger capital base,
its reserve funds and ils credit rating enable it to sell bonds at lower interest rales than the municipalities could obtain

on their own. The Ron 1Bank earns interest on the money it holds in reserve and has returned a dividend to the state

every year since 1977.

Alaska Aerospace Development Corporation
The corporation operates and maintains a commercial spaceport in Kodiak, Alaska and provides commercial rocket

vehicle launch support services. It promotes space-related business, research, education and economic growth in tlie

Slate of Alaska.

Alaska Railroad Corporation
The corporation operates freight and passenger rail services between Seward and Fairbanks, including a spur lino lo

Whittier. In addition, the corporation generates revenues from real eslale it owns.
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Figure 9-2, Public Corporations— State Capitalization

How did the state capitalize the corporation?

Alaska Housing Finance Corporation

The legislature appropriated $739.9 million in cash and $292.5 million in mortgages
held by Ihe General Fund to the corporation between 1976 and 19P4. The payments on
those mortgages and additional mortgages purchased with the cash have helped huild
Ihe corporation’s asset base and allow it to return some capital lo the state each year. In
1993, AHFC received an additional $27.7 million in cash and $9.3 million in equity when
the legislature merged the Alaska State Housing Authority with this corporation.

Alaska Industrial Development and Export Authority
Between 1981 and 1991, the State of Alaska transferred various loan portfolios worth
$297.1 million and $69.2 million in cash to this corporation.

Alaska Energy Authority

The legislature established the AEAIn 1976 to finance and operate power projects. This
corporation has also administered rural energy programs at various limes, including Ihe
present. As a result of legislatively mandated reorganizations, capital has moved into and
out of the corporation, At Ihe end of FY 2001, this corporation reported contributed capital

of $963.5 million.

Alaska Student Loan Corporation
InFy 1983, the IVHle transferred $260 million of existing student loans to this corporation.
Additional appropriations of cash between FY 1988 and FY 1992 totaled $46.7 million

Alaska Municipal Bond Bank Authority

Between 1976 and 1986, the legislature appropriated $18.6 million to the Bond Bank to be
used for backing bond issues. Inaddition, the legislature gave the Bond Bank $2.5 illion
in 1981 to fund a direct loan by a municipality. The municipality repaid the loan and the
Bond Bank retained the appropriaticn.

Alaska Aerospace Development Corporation
Since 1993, the state has contributed S10.9 million from Ihe Science and Technology

Endowment.

Alaska Railroad Corporation
The stale bought the railroad from Ihe federal government in 1985. The purchase p.oe of

$22.7 million was recorded as Ihe state's capitalization.



Figure 9-3. Public Corporations— Financial Facts, FY 2006 ($ million) ()

'lofal
Assets

Alaska Housing Finance Corporation $5,229.6

Alaska Industrial Development & Export Authority $1,” S6.0

Alaska Energy Authority $569.0
Alaska Student Loan Corporation $1,020.0
Alaska Municipal Rond Bank Authority $483.6

Alaska Aerospace Development Corporation w $98.0

Alaska Railroad Corporation £ $574.0

1) Al figures are effective as of June 30, 2006, except for the Alaska Railroad which reports o< a calendar year basis.

Assets Less Liabilities
Bosk Value

$1,990.0
$856.0
$415.0
$170.0
$38.6
$14.0
$171.0

Unrestricted Net
Assets

$730.2
$863.0
$233.0
$42.0
$10.0
$5.0
$153.0

FY 2006 Operating Total

Budget Positions?
$47.7 372
$7.5 67
$27.0 )
$11.0 104
$0.5 1
$22.9 33
$95.0 807

(2) Permanent Full lime (PFT), Permanent Part Time (PPT) and Temporary (TMP) are iucl tided in total positions.
(3) Ihe Alaska Industrial Development and Hxport Authority (AIDIiA) provides staff for the activities of the Alaska Hncrgy Authority (Alin\). A signifi-
cant portion of AIDkA% 67 member stall is engaged in AFA programs.

(4) Unaudited.

(5) The Alaska Railroad reports financial data on a calendar year basis. Assets and book value shown in this table are Irom audited December 31, 2005.
financial statements. 'Ihe operating budget figure shown here is for CY 2005,
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Figure 9-4. Public Corporations— Revenue & Net Income, FY 2006 ($ million)

Revenue Operating Income Net Income

Alaska Housing Finance Corporation $318.9 $46.7 $307.0
Alaska Industrial Development & Export Authority S52.9 S21.0 S14.6
Alaska Energy Authority $76.1 (S17.6) S0.5
Alaska Student Loan Corporation S36.0 Si 8.0 SI1.5

Alaska Municipal Rond Bank Authority S17.2 S0.9 (S0.5)
Alaska Aerospace Development Corporation S16.8 (S3.4) (S2.9)
Alaska Railroad Corpor tion S144.0 S6.8 S12.7

(1) Iie Alaska Railroad reports financial data on a calendar year basis. Revenue :nd Operating Income shown in this table are lor CY
2005.
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Figure 9-5. Public Corporations— Dividends to the State

How. if at all. does the corporation pay dividends to the state?

Alaska Housing Finance Corporation
The Twenty-Third Legislature, in 2003, enacted SCSHB 256 (the 2003 Act’) which added language to the Alaska Statutes to nodify and

incorporate the Transfer Plan, As approved and signed into law by the Governar, tha Transfer Plan calls for annual transfers as follons. FY
2005, $103 million; FY 2006, $103 million; FY 2007, the lesser of 95% net income or $103 million; FY 2008, the lesser of 85% net income or

$103 million, FY'2009 and thereafter, the lesser of 75% of the corporation's net incor-a or $103 million.

Alaska Industrial Development and Export Authority
Bystatute, AIDEAMust make available lo the stale each year not less than 25%and rot more than 50% of its total net income for a base year,

defined as the year two years prior to Ihe dividend year. The dividend is further limitec to no more than the total amount of its unrestricted nel
income in the base year (AS 44.88.088). Net income is defined in the statutes.

Alaska Energy Authority
AEAdoes not pay a dividend or retum capital lo the slate on a regular basis. Howe >, in FY 2000 this corporation returned $55.6 million of

contributed capital to lhe Railbell Energy Fund and the General Fund.

Alaska Student Loan Corporation
This corporation, at the discretion of its board of directors, may make available to the state a return of contributed capital or dividend for any

base year inwhich the net income of the corporation is $2 million or more. Abase yeer is defined as the year two years before the payment
year. If Ihe board authorizes a payment, it must be between 10%and 35% of net income for the base year (AS 14.42.295). The corporation
may also issue bonds inan aggregate amount not to exceed $280 million, for the pursose of financing projects of the state as those projects

may be idertified by law (AS 14.42.220).

Alaska Municipal Bond Bank Authority
By statute, the Bond Bank annually returns earnings or income of its reserve fund, ir excess of expenses, to the state.

Alaska Aerospace Development Corporation
AADC does not pay a dividend or return capital to the state.

Alaska Railroad Corporation
The corporation does not pay a cash dividend to the General Fund.
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Figure 9-6. Public Corporations— Operating Expenses & Dividends, FY 2006 and Budget FY 2007 ($ million)

AC006FY

Alaska Housing Finance Corporation $41.6

Alaska Industrial Development & Export Authority $7.1

Alaska Energy Authority $25.6

Alaska Student Loan Corporation $10.6
Alaska Municipal Bond Bank Authority $0.5

Alaska Aerospace Development Corporation $20.2
Alaska Railroad Corporation na

Expenses

Budget FY 2007

$48.5
$7.8
$30.0
$1 1.2
$0.7
$24.1

na

Dividends

Actual FY 2006 Budget FY 2007

$103.0(,) $80.6
$8.8 $16.6
na na
$88.1 $1.9
$0.7 $0.3
na na
na na

(1) This figure reflects the provision in AS 18.56.089, that S103 million will be transferred to the state each year though FY 2006. Because
some of this money is earmarked for multi-year capital projects, actual cash transfers in any given year may vary.

Figure 9-7. University of Alaska ($ million)

Lauds & Facilities Total Assets Unrestricted Net
June 30,2006 June 30, 2006 Assets
$731.0 < $1,089.0 $56,4

(1) Includes depreciation of 5595.6 million.

FT 2007
Operating Budget

$774.1

FT 2007
Total Positions

4,148
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Revenue. A -1

Glossary ofTcrms

Constitutirnal Budget Reserve Fund
(CBRF); Created by voters in 1990,
the Constitutional Budget Reserve
Fund receives proceeds from settle-
ments of oil, gas, and mining tax and
royalty disputes. Ihe legislature may,
with a three-quarters majority vote in
each chamber, withdraw money from
(lie fund.

Federal Revenue; When the federal
government gives money to states, it
restricts how that money can he used.

I liglnvay and airport construction
funds, Medicaid and education tunding
cannot he used for other purposes. In
addition to restricting how the money
is spent, the fcdcial government often
requires states to put up matching
funds 10qua|ify lor the federal tunding.

General Fund Revenue; Genetal Fund
Revenue has different meanings in
different contexts. In the state’ of-
ficial financial rcpoKs.Genctal I uitd
Revenue is used to designate the sum of
Unrestricted General Purpose Revenue,
General Fund sub-account revenue,
program receipts and federal dollars
spent tluough the General Fund. In
budget-writing context, Genetal Fund
teveuue has . definition similar to Un-
restricted General Purpose Revenue.

General I'tind Unrestricted Revenue;
Revenue designated as General Fund

in the state accounting system (AK
SAS), with certain adjustments This
includes some of the revenue we show
as tcsiiicted in this upon, such as
sluic'd taxes or Alaska Marine 1lighway
System revenues.

Permanent Fund GASB (or Market)
liuymv; Under siandatds adopted by
the Governmental Accounting Stan

Hi Kill 20(16 Ucsenue Nniiiccs Honk

dards Board, the Permanent Fund's
income—and that ofany other govern-
ment fund—is the difference between
th™ purchase price of the investments
and their market value at a given point
in time, plus any dividends, intetest

or rent earned on those investments.
Under GASB standards, the Permanent
Fund does nor have to sell the invest-
ment to count the gain or loss as it
changes value. It iscalled "marking to
market,” that is, measuring the value of
the fund’s investments by the current
market price. lhis can produce a much
different picture than Permanent Fund
statutory income, which does not rc-
llect fluctuating investment value-, until
the assets arc sold.

Permlncnt_Fulid.Sja(j|'ory Incomel
lhe annual Permanent Fund dividend
is based on statutory income. lhis is

the sum of realized gains and losses of
all Permanent Fund investment trans-

actions during the year, plus intetest,

dividends and rents earned by the fund.

Though the legislature may apptopti
ate the earnings for any purpose it
chooses, the historical practice has been
tn restrict the use of realized income to
dividends and inflation proofing, and
then either lease the excess in the Real-
ized Famings /Xccntim or tianslet it to
the principal of the Permanent Fund.

Restricted Program Receipts, This
icvcniic is earmarked in state statute
01 by comi.ict lot specific pnrpows
and is usually appropriated back to the
program that generated the tevenue.
Examples include Univeisityol Alaska
tuition payments, marine highwas
icceipts, payments to various rcvoh-
ing loan funds ami public curpotation

receipts. Some of this revenue is actu-
ally dedicated as a consequence of the
provisions of Article 18, Section 11 of
the Alaska Constitution. The remain-
der, while statutorily earmarked, may
be appropriated to purposes other than
those reflected in statute if the legisla-
ture so chooses.

Restricted Revenue; Revenue re-
stricted by the constitution, state or
federal law, trust or debt restrictions, or
by customary practice. The legislature
can at any time remove restrictions
that are solely imposed by either Alaska
statute or customary practice. Program
receipts, levenues allocated to sub-ac-
counts of the General Fund, and Gen
er.il ' t |revenuescustomarily shared
with ¢ entities, are all considered
testrictc General Fund revenues for
the purposes of this report.

Unrestricted General Purpose Rev-
cnue: Revenue not restricted by the
constitution, state or federal law, trust
or debt restrictions or customary prac-
tice. Most legislative and public debate
over the budget each year ccmeis on
this category ol levcnue. In deriving
this figure from General Fund Unrc-
stlie ted Revenues, we have excluded
customarily testrictcd levenues such

as shated taxes and marine highway

icceipts.
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Revenue. A -2
(IcncraJ Fund Unrestricted Revenue Sensitivity Matrices, FV 2007-2009 and FY 2007 Fiscal Sensitivity
('hart Based on Fall 2006 Forecast (S Million)

FY 2007 FY 2008 FY 2009
ANS Al +NGLs ANS Al +NGLs ANS al +NGLs
Sharrel Milion barrels/ day Sharrel Milion barrels/ day $barrel Milion barrels/ day
0.700 0.750  0.800 0700 0750  0.800 0.700  0.750 0.800

2178 2302 2426
2606 2756 2907
3034 3211 3388
3463 3666 3869
3891 4120 4350
4417 4690 4963
4993 0305 50618
5597 5950 6,304

200 2211 2331
2520 2666 2813
2949 312 32%
33718 35718 3778
3808 4034 4260
4300 4567 4834
48069 5175 5481
5466 5813 6160

2326 2442 2559
2724 288 301
3123 3293 3463
3521 3718 3915
3920 4143 4367
4420 4670 4920
4888 5191 54%
5448 5792 6136

SBERELLR
SBEHEREY
SBEREELR

(1) Forthisanalysis, FY 2007 revenue does not include Ihe additional PPT production tax liability of approximately S293 million for May and June 2006, the
months assodiated with the new Petroleun Profits Tax (PPT).

This analysis shows that at 800.000 barrels per day for every $5 increase in oil prices. General Fund unrestricted revenue increases by at least $425 million;
when the pnee of ail exceeds $55 per barrel, General Fund unrestricted revenue increases by over $500 million per year for every $5 increase in ail price.

T"s analysis also shows that an increase of 50,000 barrels per day increases General Fund unrestricted revenue by $120 million at $35 per barrel and by
$350 million at $70 per barrel.

FY ?00V Fiscal S»n«itivity Ha sad on Fall 2006 Forecast

AVBWaal (aval Veer enil Av I'rica
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Revenue. A -3

General Fund Unrestricted Revenue— History

(Includes Some CiiMomarilj' Restricted Revenue Reflected as Restricted Idsewlierc in the Report)

S Million

FY
TAX REVENUE

Property Tax

Sales/Use
Alcoholic Beverages
Tobacco Products
Insurance Premium
Electric and Telephone Cooperative
Motor Fuel Tax'3
Vehicle Rental/ Tire Tax

Total

Income Tax
Corporation General
Corporation Petroleum
Total

Production Tax
Ol and Gas Production
Ol and Gas Conservation
Ol and Gas Hazardous Release

Total

Other Natural Resource Tax
Salmon and Seafood Marketing
Salmon Enhancement
Seafood Development
Dive Fishery Management
Fisheries Business
Fish Landing

Total

Other Tax
Estate
Other

Total

TOTAL TAXREVENLE

Si* Lill 2006 Recvi'lHU* Snlilirv flunk

1997 1998
53.6 513
116 18
137 154
284 337
2.7 23
3H3 H6
00 00
917 988
484 534
26004 2001
3178 2535
Q070 544
17 16
129 ns
9216 5778
76 56
42 42
0.0 00
00 00
310 285
73 38
01 421
17 55
24 39
41 94
14389 10329

488

122
152
284

37
37.8

0.0
97.3

538
1451
1989

3586
14
11
3711

53
39
00

00
259

59
410

17
29
4C

450

127
163
28.7
32
421
00
1030

56.3
162.7
2190

693.2
00
95

702.7

72
53
0.0

0.2
367

53
47

25
59
84

451

120
163
322
33
375
00
101.3

99.5
3381
397.6

694.4
00
94

703.8

57
36
0.0
02
305
73
473

27
43
7.0

7617 11328 13021

{continued un *>( p-igu*

496

129
155
34
31
40.2
00
1091

534
1784
2318

486.7
00
9.6

49%6.3

48
37
00
0.2
253
71
411

31

32
6.3

9
2003

48.7

253
163
433
37
374
00
126.0

47.7
1511
1988

589.8
00
92

599.0

44
24
00
0.2
26.0
98
428

12

30,

42

.l
200'

47.3

328
160
431
40
414
35
1458

39.6
2988
3384

642.7
0.0
92

6519

50
30
0.0
00
293

69
442

23

_po

23

9342 10195 12299

@
2006
425

34.6
26.2
529
4.0
39.6
91
1664

618
524.0
5858

854.9
0.0
83

863.2

6,0
38
0.0
0.0
259
81
438

15
128
143

17160

Q
2006
545

352
36.7
51.9
39
421
93
17191

1376
661.1
798.7

11914
00
78
11992

64
44
02
0.3
323
115
%1

06
210
216

2,308.2
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n<‘iier:il Fund Unrestricted Revenue—History (coiitimitt! from prior page)

(- riklesSome Customarily Restricted Revenue Rcllccted as Restricted FUsewltcre in the Report)

S Million

9 @ n % @ @ @
FY 1997 1993 1999 2000 2001 2002 2003 204 2005 2006
NON TAX REVENUE
Licenses and Permits 4> 69.0 74.6 63.7 69.2 373 42,2 33.6 418 27 428

Intergovernmental Receipts

Federal Shared Revenues 20 22 0.8 10 03 01 0.0 00 00 00
Charges for Services
IVirine Highways 3B6 Il 388 B3 576 322 415 436 46 510
Cther 395 349 318 437 270 191 139 11 179 21
Total 781 720 706 80 646 513 554 547 &5 74l

Fines and Forefeitures 82 377 125 46.2 336 6.6 70 16.0 94 85

Rents and Royalties
Bonuses, Rents and Interest-Net 4> 74 20 255 4.0 71 14.6 96 133 188 119

(l and Gas Royalties-NetA 7592 4804 3226 72719 7810 5812 8307 10457 14011 17722

Timber Sales 19 0.8 0.3 0.3 04 0.2 0.0 0.2 01 0.2

Other 86 81 106 94 105 91 62 76 145 9.0
Total 7771 5123 301 7416 790 6061 8465 10668 14345 17299
Investment Earnings 771 606 465 481 788 431 59.0 97 247 533
Miscellaneous Revenue 44.6 35 37.3 211 349 423 94 19.2 75 40.6
Sub-Total NONFTAX REVENUE 10661 7929 5905 10152 10485 7907 10109 12028 15823 20122
Petroleum Special Settlements 0.0 00 00 0.0 0.0 00 00 00 00 00
TOTAL NONFTAX REVENUE 10561 7929 5905 10152 10485 7907 10109 12028 15823 2,0122
TOTAL TAX REVENLE 14389 10329 7617 11328 13021 9342 10195 12299 17160 23082
TOTAL GENERAL FUND

UNRESTRICTED REVENUE 2/95.0 18258 13522 21480 23506 17249 20304 24381 32983 43204

(1) Asummary ol historical General Fund unrestricted revenue can be found on the Tax Division s web sqo at http "Mwwvtax state ak us/sourccsbook/Gener.ii-

FundUnrestncledRevenueHistorypdf
|2) Alter FY'2000. most receipt-supported services are excluded Certain seafood assessments which are considered receipt-supported services (or purposes ol
this forecast are included

(3) Motor fuel lax includes aviakon. highway and mer.ne
(4) Bogmmng mFY 2006 alcohalic beverage licenses and permts shared with municipalities are treated as customarily restricted for purpases of our forecas!,

however these are included in Tatal General Fund Unrestricted Rovenuo.
(5) These categories are primerily compased of petroleum
(6) StartingmFY 2001. interest eamings are included in ol and gas royalties and excluded frominvestment revenue

1.ill 201» Revi'ime Simicf. HmiL « M7
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Revenue. A -4 a

General Fund Unrestricted Petroleum Revenue—Historyl'

S Million

FY

Corporation Petroleum Tax

Production Tax

Petroleum Property Tax

Al and Royalties-NeU1

Bonuses, Rents and Interest-Net
Total Petroleum Revenue

Cumulative General Fund
Unrestricted Petroleum Revenue

Total General Fund
Unrestricted Revenue

% Petroleum Revenue

1997

2694
9216
536
759.2
74
20112

43,849.7

2495.0

81%

1998 199
201 14651
5778 3711
513 488
4804 326
230 256
13326 9132
45182.3 46,095.5
18258 13522
3%  68%

2000 2000 2002 2003
1627 3381 1784 1511
7027 7038 4963 590
450 451 49.6 487
72719 7810 5812 8307
4.0 71 146 96
16423 18751 13201 16391
47,737.8 49,612.9 50,9330 525721
21480 23506 17249 20304

76%  80% ™% 81%

2004 2005 2006

2088 5240
6519 8632
473 425
10457 14011
133 188
20570 28496
4,691 57,4787
24437 32930
8% 8™

6611
11992
545
17722
19
3,698.9

61,177,6

43204

86%

(1i Historical General Fund unrestricted petroleum revenue can bo found on the Tax Division's web site at http /Awvwvitax state.ak us/sourcesbook/PetroleunRev-
eneHSarypdf. Table on Taxweb site includes historical Reserve Tax (FY 1976-1977) and Petroleum Special Settlerents (FY1986-19965) which, due to current
zerototals, are not included in Appendix Ada &Adb,
|2i Royalties, bonuses, rents and interest are net of Permanent Fund. Public School Fund contributions and Constitutional Buooet Reserve Fund (CBRF) deposits.

(3 These categories are prinanty conosed of petroleum revene.

(4) Thistable shows histoncal petroleumrevenue for FY 1997-2006 The cunulative petroleumrevenue total is based on revenue beginning in Y 1960

(5 Hstorical Gereral Fund unrestricted revenue includes some of the revenue shoan s restricted eisewhero inthis report, such as shared taxes or Alaska

Ve Highway System Revenues,

AKmkill 2006 Ucunnv Smin.cs Bonk
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Revenue. A -4Db

ficneraf Fund Unrestricted I'ctroleum Revenue— FotecasU1l

FY 2007
Corporation Petroleum Tax 657.2
Production Tax 2,067.2
Petroleum Property Tax 517
Ol andGas Royalties-NelU’ 15039
Bonuses, Rents &Interest-Net 514
Total Petroleum Revenue 43315

Cumulative General Fund
Unrestricted Petroleum Revenue?* 65,509.1

Total General Fund
Unrestricted Revenue & 4912.3

% Petroleum Revenue 88%

2008 2000 2010

4937 4665 4550
14761 14031 13335
514 510 506
13172 12873 12506
187 164 159
33572 32243 31057

68,866.3 72,090.6 75,196.3

39111 37766 3,669.0

86% 8% 8%

01

4471
13*6.8
504
1256.0
170
31374

78,333.7

37188

84%

2012

4587
1,336.2
531
11414
160
3,0025

81,336.2

35922

84%

2006 Revenue .Sources Rook

2013 2014 2015 2016

4301 4040 FHBL1 3H75
119655 10062 9376 8756
49.2 47.9 46.5 46.0
10174 8829 860.7 8462
178 225 180 147
27100 23634 22239 21499

84,046.2 86,409.6 886336 90,7835

33072 29681 28396 27747

82% 80% 8% ™%

(1) Forecasted General Fund unrestricted petroleum revenue through FY'2016 can be found on Ihe Tax Division's web site at hitp/Amawnvtax state.ak.us/
sourceshook/PetralcunRevenueHistory.pdf. Table on Taxweb site includes historical Reserve Tax (FY 1976FY 1977) and Petroleum Special Settlements

(FY198G19%) which, due locurrent zero totals, are not indluded in Appendix Ada &4b.
(2 Royalties, bonuses, rents and interest are net of Permanent Fund, Rubdlic School Fund contributions and Gorstitutional Budget Reserve Fund (CBRP)

deposits,

(3 These categories are prinarily conc;ed ol petroleum revenue

(@ The cumulative petroleum revenuie tatal is based on revenue begiming in FY 1960
(5) Forecasted General Fund unrestricted revenue shown mA4u does nat include these ‘custorrerily restricted” revenues.
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Revenue. A -5a

Petroleum Production Tax ;uul Royalty Revenue—History 1

S Million
FY 1997
Alaska North. Slope
Gl Royalty-Net?. 7355
Production Tax
Al Production Tax 839
Gas Production Tax (includes gas NGL's) 320
Tolal Production Tax 900.9
Conservalion Tax/ Exploration Incentive 17
Hazardous Release Fund 126
Gas Royalty-Net 11
Subtotal 16519
Cook Inlet
Ql Royalty-Netf 212
Production Tax
Al Production Tax 00
Gas Pioduction Tax if2
Total Production Tax 182
Conservalion Tax/ Exploration Incentive 01
Hazardous Release Fund 03
Gas Royalty-Net 24
Subtotal 62.2
Total Alaska
Gil Royalty-Net 756.8
Production Tax
Ql Produclion Tax 8639
Gas Production Tax (includes gas NGL's) 502
Tolal Production Tax 9191
Conservation Tax/ Exploration Incentive 17
Hazardous Release Fund 130
Gas Royalty-Net I
Total 17140

42

5822
16
116
217

10719

1999 2000
2979 6584
WO 626
14 23
304 6649
14 ol
105 94
08 _ 09
6500 S8
102 195
00 00
132 180
132 160
01 00
03 03
183 194
22 552
381 6780
20 626
A7 B3
3¥27 6709
15 01
109 97
191 203
6922 1,379.0

2001

7974

%71
23
687.3
0.0

9.0

10
1,494.8

624.7

&%/l
31
7052
0.0
92
315

1570,7

2002

5465

445
93
4538
0.0

9.0

13
1,010.6

445
7
4771.2
0.0
9.3
264

1,078.3

2003 2004 2006 2006

827.5

234
709

851.8

90
D7
585.3
00
9.2
26.6

14729

9501

U5
176
612.1
00

96

6.6
1,587.3

M5
53
636.8
0.0
98
457

16774

13004 16519
™3 116%
N5 30
8179 11936
(00 (500
82 16
67 a1

21082 28123
22 308
o} 0
A4 3R
244 32
00 00
02 02
31 40
80 1052

13296 16828
™3 1186
50 642
8123 2268
(00 (500
84 178
78 501

21882 20174

(t) Appendicss Abn &AShprovice a breakout ol Alaska North Slope and Gook Inlet revenues A >enmey not metch Alaska State Aooounting System (AKSAS)
numbers intables throughout Ihe Revenue Sources Book This cetailed revenue is Iramthe Der atment ol Revenue's Forecast IMbcH - This table cart bo foud
on Ihe Tax Division's web sito &t hittp 7Annivtax stale ak us/sourcesbook/Production Tax&Royaltyfievenue pd
(@ Unrestricted ail and gas royalty revenue is net of Permanent Fund (PF) and Public School Fund (PSF) contriboutions

oil. |.ill . (MA Revenue SoiiKc.\ Honk



Revenue. A -5D
Petroleum Production Tax um! Royalty Revenue—ForecastU

S Million
FY 2007 2008 2009 2010 2011 2012 013 2014 2015 2016
Alaska North Slope
Qal Royally-Net,) 14159 12340 12034 11679 11721 10829 9598 8262 8030 7874
Production Tax
@il Production Tax 0 0 0 0 0 0 0 0 0 0
Gas Production Tax (includes gas NGL's) 0 0 0 0 0 0 0 0 0 0
Total Production Tax3 20748 14822 13582 12875 13196 13026 11617 9719 9030 8407
Conservation Tax/ Bxploration Incentive (5000 (500) 00 00 00 0.0 0.0 00 00 00
Hazardous Release Fund 94 96 96 96 9.7 104 99 96 91 86
Gas Royalty-Net 46 24 23 23 23 22 21 19 20 20
Subtotal 34548 26783 25734 24673 25037 23981 21334 18096 17171 16387
Cook Inlet
Qil Royalty-Netrl 303 %2 242 A2 205 185 166 145 14.2 139
Production Tax
Qil Production Tax4 0 0 0 0 0 0 0 0 0 0
Gas Production Tax 0 0 0 0 0 0 0 0 0 0
Tolal Production Tax [3> R7 %1 B2 B3 34 21 238 246 254 26.2
Conservation Tax/ Exploration Incentive 0.0 00 0.0 0.0 0.0 0.0 0.0 0.0 0.0 00
Hazardous Release Fund 0.2 02 02 02 02 02 01 01 01 01
Gas Royally-Net 532 56 574 592 611 378 390 402 45 429
Subtotal 1163 1151 170 1168 1192 795 795 795 @ 812 &1
Total Alaska
Qll Royalty-Net 14462 12592 12276 11891 1196 11014 9763 8407 8172 8013
Production Tax
Ql Production Tax 0 0 0 0 0 0 0 0 0 0
Gas Production Tax (includes gas NGL%) Q 0 0 0 0 0 0 0 0 0
Total Production Taxi3 21075 15163 13933 13238 13570 1357 1,185 99%5 984 8669
Conservation Tax/ Exploration Incentive (5000 (00 00 00 0.0 00 0.0 00 0.0 00
Hazardous Release Fund 97 9.8 98 98 98 105 100 97 92 87
Gas Royalty-Net 577 580 597 615 634 400 a1 R1 435 449
Total 35711 27934 26904 25841 2629 24776 22130 18%91 17983 17218

(2) Appendices Aba &Aib provide a breakout of Alaska North Siapo and Gook Inlet revenues which ey not matich Alaska Slalle Acoounting System (AKSAS)
nubers intables throughoutt the Revenue Sources Book This detailed revenue is franthe Departrent of Revenue's Forecast IMbdd - This table can be found
onine Tan Divisiaris web site at blip Aanvla* stale ak us/souracshook/Production TaxSRoyallyRevorie pof

(2) Unrestricted ail and gas royally revenue 5 net of Peranent Fund (PP) and Public School Fund (PSF) contributions

(3 Due toenactment ol the Petroleumn Profits Tax (PPT) in 2006, dil and gas prodluction taxes are corrbined and based on conpany profits See Section 4 (o
PPT o=l

(4) Gook Inlet production is afforded special treatrent under Ihe PPT Taxation is based onthe lower ol PPT or BLFcalculated production tax

|.ill .HIDfi Revenue Source' llook ‘I |
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Revenue. A -6a

ANS and Cook Inlet Royalty Revenue— History In

S Million
FY 1997
ALASKA NORTH SLOPE
Total Revenue
Al (does not include NPR-Aroyalty)  1,005.7
Gas 15
ANS Royalty Revenue 1,007.2

Revenue to Permanent Fund &Public School Fund

al 2701
Gas 04
ANS Revenue to PF &PSF 2705

General Fund Revenue

al 7355

Gas 11

ANS Royalty Revenue-Net 736.6
COOK INLET
Total Revenue

al 285

Gas 300

Cook Inlet Royalty Revenue 58.5

Revenue to Permanent Fund &Public School Fund

al 73
Gas 77
Cook Inlet Revenue to PF &PSF 149

General Fund Revenue

al 212
Gas 24
Cook Inlet Royalty Revenue-Net 43,6

1998

1609
03
1612

4412
421

135
209
345

1045
0.3
104.8

2979
298.6

137
24.6

35
6.3
9.8

102
286

897.0
12
898.2

2385
2389

6584
659.4

26.2
26.0
52.3

6.7

66
133

195
389

1999 2000 2001

1,095
1,100.9

3021
04

3025

7974
10
7984

36.7
409
71.6

94
104
198

214
305
57.8

7611
18
762.8

2146
2151

546.5
478

25.3
338
01

64
151

188
440

11420
44

11464

314.5
315.7

8275
32
830.7

325
314
639

83
163

242
234
476

2002 2003 2004

1,287.3
88
129%6.1

349
52.6
874

89

134
23

26.0
392
6.1

2005

1,745.6
9.0
17545

4451
2.3
4474

13004
6.7
1307.1

392
418
8L0

100
107

20.7

292
311
60.3

2006

22173
122
2,2296

5654
31

16519
16610

414
550
%.4

106
140
246

30.8
410
718

(D Appendices AGa &AL provick royaty revenues whicn mey nol etch the Alaska Stale Aocount,ng Sytem (AKSAS) nurmbers intales throughout This
Revenue Souccs Book Revenue Iramthe Departrrent ol Revenue's Forecast IMbdel This table can be found on the Tax Divisiars web site at hitp Asnwvtax

slate ak us/sourcesiOok/RoyettyRovenuelctail pal
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Revenue. A -6D
ANS and Cook Inlet Royalty Rev(lluc— Forecast (I

S Million
FY 2007 2008 2000 2010 2011 2012 2013 2014 2015 2016
ALASKA NORTH SLOPE
Total Revenue
Al (does not include NPR-Aroyally) 19006 16564 16152 1567.7 15723 14536 12883 11090 10779 10069
Gas 6.2 32 31 31 31 30 28 26 26 27
ANS Royalty Revenue 19067 16596 16183 15/0.7 15764 14566 12011 11116 10805 1,059.6
Revenue to Permanent Fund &Public School Fund
al 4846 4224 4119 3998 4012 3707 3285 2828 2749 2695
Gas 16 08 0.8 08 08 08 0.7 7 0.7 0.7
ANS Revenue to PF &PSF 4862 4232 4127 4005 4020 3714 3202 2835 2755 2702
General Fund Revenue
al 14159 12340 12034 11679 11721 10829 9598 8262 8030 7874
Gas 46 24 23 23 23 22 21 19 20 20
ANS Royalty Revenue-Net 14205 12364 120657 11702 11745 1082 9619 8281 800 7394
COOK INLET
Total Revenue
al 40.6 330 P5 284 275 248 22 194 190 187
Gas 714 747 770 795 820 507 523 50 557 575
Cook Inlet Royalty Revenue 1120 1085 1096 1079 1095 755 745 734 748 76.2
Revenue to Permanent Fund &Public School Fund
al 104 86 8.3 73 70 6.3 5.7 5.0 49 48
Gas 182 190 196 203 2009 129 133 138 14.2 147
Cook Inlet Revenue to PF &PSF 286 217 219 275 279 192 190 187 191 194
General Fund Revenue
al 30.3 25.2 242 22 205 105 166 145 142 139
Gas 532 556 574 592 611 378 390 40.2 415 429
Cook Inlet Royalty Revenue-Net 834 808 816 804 816 56.2 5.5 547 55.7 56.8

{0 Appendioss AGa &AGH provick royaly revenues which may nol melch Iho Alaska Slate Accounting Sytem (AKSAS) nurbers intables throughout this
Revenue Souces Book Revenue fiontim Departrrent ot Revenue's Forecast Vb Tirs table can be lound on The Tan Divisian's web silo at hittp /Aantax

state ak U/sourceshook/RoynltyReverieDemnil pd
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Revenue. A -7a
Total Alaska Government Petroleum Revenue— Historyl

$ Million
FY 1997 1998 199 2000 200 2002 2003 2004 2003 2006
Corporation Petroleum Tax 2604 2001 1451 1627 3381 184 1511 2988 5240 6611
Production Tax Q16 5778 3rLl1 7027 7038 4963 590 6519 8632 1192
Petroleum Property Tax 536 513 488 45.0 451 49.6 8 473 425 545
Al and Gas Royalties 10667 6495 4417 9505 11785 819 12103 13836 183%5 23259
Bonuses, Rents and Interest 99 D9 A4 54 95 196 129 179 252 16.0
Deposits to the CBRF 5666 3432 553 4483 489 0.2 2.3 84 214 437
Total Petroleum Revenue 28868 18528 109%4 23146 23240 16560 20443 24078 33179 43004

(2) Tola does nat include NPR-Aroyalties, rents and bonuses. Revenue numbers (except farroya . es, bonuses, rents and interest) are fromthe Alaska State Ac-
counting System (AKSAS). AKSAS revenue is reported for period al and gas produced; when amended, revenue is different than when itwes actually collected
Gross royalties, bonuses, rents &interest are framthe Departrrent of Revenue's Forecast Moddl and nmay nat metch AKSAS nurbers intables throughodt this
Revenue Sources Book: Asunmrary of historical General Fund petroleumrevenue can be found C' tne Tax Divisions web site at: http:/Awwvitax state.ak s/
sourceshook/ Total GovernmentRevenue. pdf

(@ Indudes dll royalty payments allocated to Permmenent Fund. Public School Fund and General Fnd,

(3 Aland Gas Settlerments fronDCR Mrerdl Paynents Fund Allacation Detail.

i Lill 20 Revenue Souia-s Hunk
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Revenue. A -7 b

kill 2006 Revenue Soune*. Rook

Total Alaska Goveruinent Petroleum Revenue— Forecast.11

FY

Corporation Petroleum Tax
Production Tax

Petroleum Property Tax

Al and Gas Royalties?4
Bonuses, Rents and Interest,l’
Deposits to the CBRF

Total Petroleum Revenue

2007

657.2
2,067.2
5L7
2,018.7
9.1
90.0

4,953.9

2008 2009 2010 011 2012 2013 2014 2015 2016

4937 4665 4550 4471 4587 4301 404 PpL1L 3675
14761 14081 13335 13668 13362 1195 10062 9376 8756
514 510 50.6 04 01 49.2 479 46.5 46.0
17681 17279 16787 16860 15321 13657 11850 1,153 11358
21 220 214 228 215 239 30.2 242 197
20.0 200 83 00 0.0 00 00 00 00

38344 36905 35475 35732 33986 30644 26733 25247 24446

(2) Told does nat include NPR-Aroyalties, rents and bonuses. Revenue nuntoers (except for royalties, bonuses, rents and interest) are franthe Alaska State Ac-
oounting Systemn (AKSAS). AKSAS revenie is reported far period dil and gas produced; when armended, revenue is different than when it wes actually collected.
Gross royalties, bonuses, rents &interest are Iramthe Departrent of Revenue's Forecast Modd and may no! metch AKSAS nurbers in tables throughout this
Revenue Sources Book: Forecasted General Fund petroleum revenue through FY'2016 can be found on the Tax Divison's web site at: hitpr/Avantax state.

ak us/sourceshook/ Total GCovernmentRevenue.pdf
(@ Indudes dl royalty payments allocated to Perrmanent Fund, Public School Fund and Gereral Fund
(3 Al and Gas Settlenents fram DCR Minerdl Payrrents Fund Allocation Detail.

kill 201)6 Ktvi'iiuo Siiiiut-s Hink 'Js


http://www.tax.state

loll 2006 Revenue Sonnes Hook

Prices. B -1la
Crude Oil and Natural Gas Prices—Ilistory I

NOMINAL
wti, ANS W est Coast. ANS and Cook Inlet W ellhead
$perBarrel
FY 1997 1998 1999 2000
W1 254 1804 1413 2482
ANS West Coast 20.90 15.86 264 2327
ANS Wellhead Wd Avg All Destinations 16.40 11.70 850 18%
Cook Inlet Wellhead 18.76 1376 1051 21.00
Henry Hub Natural Gas Prices
$ PER MM BTU
FY 1997 1998 1999 2000
Henry Hb 248 243 197 264
CONSTANT 11

2001
3041
27.86

281
25.88

2001

547

wti, ANS W est Coast. ANS and Cook Inlet W ellhead Prices

$ per Barrel

FY 1997 1998
Wi 27198 2189
ANS West Coast 2594 1924
ANS Wellhead Wd Avg All Destinations 20.35 14.19
Cook Inlet Wellhead 2328 6.69
Henry Hub Natural.Gas Prices

$ per MM BTU

FY 1997 1998
Henry Hb 308 2%

1999 2000
1686 2905
1508 27.23
1015 2217
254 2438
199 2000
2.35 309

2001
34.30
3143
2574
2.20

2001

6.17

Prices

2002 2003 2004
2387 2947 3312
2178 2816 31.74
1709 2310 2671
1964 2493 2785

2002 2003

2.80 4.62 537
2002 2003 2004
2608 31,87 3H06
238 304 3RB61
1867 2497 2828
2146 2695 2949
2002 2003 2004
3.06 500 5.69

2005 2006
4719 6301
4344  60.80
3882 56533
4024  571.06

2004 2005 2006

6.18 920
2005 2006
4838 6301
4454  60.80
3980 5533
4126 5706

2005 2006

6.34 920

(1) Deta IramPlait”? Gilgram Prieo Report, VWood MeKerzie and Alaska Deportrrent of Revenue's prevailing value and tax retum data. Asumrary ol hisloncal
oruck all and natural gas prices can be found on the Tax Divisiarisweb site: Hlir. ‘Anvwvtax stato.ak us/sourcesbook/Nominnl Gil8NalGasPreos .
(@ Adjustrent lo “corstant™ dollars is usolul lo compare prices across tmo exduding inflation: These pneo dala aru adjusted lo constant dollars based on inck-

ton rales provided by
U which can be found at htlpuAnniviis go

lillp AAnnuviax stale ak us/sourceshook/Conslanl Gil &NatGasPnecs pdf

‘hi «1.ill 211(16 Revenue Suuues Hnnl;

Ihe US Departrent ol Laboor, Bureau ol Labor Statistics The data series used is the Consurmer Prieo Inoex far all Unoen Consuers ((PI-
‘gov/homo him Asumrary of constant crudee all and natural gas prices can be found on the Tax Divisioris web Stoal
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Prices. B -1Ib

Crude Oil and Natural Gas Prices— Forecast"1

NOMINAL

WTI, ANS W est Coast. ANS and Cook Inlet W ellhead Prices
$ perBarrel

FY 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
W 6145 5375 5200 5150 5250 5000 4750 4400 4500 4600
ANS West Coast 5015 5125 4950 4900 5000 4750 4500 4150 4250 4350
ANS Wellhead Witd Avg All Destinations 5235 4497 4484 4409 4498 4224 062 BB 3B66 3751
Cook Inlet Wellhead 56,32 4919 4745 4699 4798 4549 4300 3050 4051 4152
Henry Hub Natural Gas Prices

$ per MM BTU

FY 2007 2008 2009 210 2011 2012 2013 2014 2015 2016

Henry Hib 593 576 593 5.88 6.02 580 525 475 488 502

CONSTANT
WTI. ANS W est Coast. ANS and Cook Inler Wellhead Prices
$ per Barrel

FY 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Wil 581 5091 4794 4620 4584 4249 928 P42 BB K07
ANS Wesl Coast 5757 4854 4563 4396 4366 4036 3¥2 3340 3329 3316
ANS Wellhead Wd Avg All Destinations 5095 4259 4133 3056 3927 3HO R7F 288 2872 2859
Cook Inlet ellhead M8 4659 4374 4215 4169 3865 H5%6 3180 3173 3165

Henry Hub Natural Gas Prices

$ per MM BTU
FY 2007 2B 2009 2010 2011 2012 2013 2014 2015 2016
Henry Hi 434 38 38 38

(1) Dela framlho Departrent o Revenue's forocas! model. Forecasts of crude ail and netural gos prices through FY'2016 can be found on the Tax Dvisians web

site: blipAwwviax slate ak ussourceshook/Nommel Gl &Nl GrsPoes poff
(@ Adiusiment lo'nominal’ dollars is requiired lo prepare Ihe crude dl and netural gas price forecast Callan Associates Inc.'s inflation rale of 2 75%wes used far

Fy2007-hoyond  Asunmrary of nominal cruce ail and netural gas prices can bo found on Tho Tax Division's web sito at hllp/Awwvlax state ak us/sourceshook/
CorslanlO.iXNAlGrsProes pdf
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Ni'tback Costs. B -2a

Nominal Netback Costs— History"1
Marine Costs, TAPS Tariff, Feeder Pipeline and Other Adjustment Charges

$ per Barrel

FY

IVerine Costs

~\?S Tarff

TAPS Quality Bank +Loss

Feeder Pipe + Cther Upstream Costs
Location Differential

Total Netback Costs

1997

152
271
0.00
on
0.16

450

1998

151
273
000
0.07

(0.14)

4.16

1999

152
274
0.00
003

(0.16)

414

150
286
0.00

(001)

(011)

4.32

2001

139
327
0.00

(0.09)
047

504

2002 2008
1% 17
35 340

002) (005
009 030

042 (029
439 506

2004

169
316
(013
026
0.05

5.04

2005

179
328
027)
023
(041)

462

2006

163
358
027)
afQ
013

547

(1) Dela fromIho Departrrent of Revenue's Forecast Mbdd. Asummrary of histarical netback costs can be found on the Tax Divisiaris web site at htp/AAmvtax

slate ak us/soureeshook/NetbackCosts pdf
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Netback Costs. B-2D

Nominal Netback Costs— Forecast™

Marine Costs, TAPS Tariff, Feeder Pipeline and Other Adjustment Charges

S per Barrel
FY 2007 2008 2000 2010 2011 2012 2013 2014 2015 2016
Verine Costs 176 179 1% 189 1% 19 204 200 214 219
TAPS Taiff 4.38 411 2.36 243 248 253 257 271 284 292
TAPS Quality Bank + Loss (062 (045 (046) (047) (048 (050 (051) (053) (0% (059
Feeder Pipe +Other Upstream Costs 0.86 0.83 08 087 092 110 116 15 130 1%
Location Differential 043 0.00 006 018 0.16 0.13 012 010 010 0.09
Total Netback Costs 6.80 6.28 4.66 49 5.02 5.26 538 562 58 509

(t) Data framthe Department ot Revenue s Forecast IMbdel Forecasted netback costs through FY'2015 can be found on the T x Divi .ioris web site at hpll
wwwvita statie.ak us/scurcesbook/NelbackCosts.pdf
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2007

61.45
99.15
52.35
56.32

55.90
5360
47.40
SLH4

$5.56
$5.55
$4.95
$4.78

99%
lud
105%

2008

53.75
51.25
44.97
49.19

49.10
46.90
40.90
44.85

$4.65
$4.35
$4.07
#uA

95%
9.3%
100%

Prices. B -3
Price Changes from Spring 2006 Forecast
S per barrel
FY 2006
Fall 2006 Forecast
Wi 63.01
ANS West Coast 60.80
ANS Wellhead™ 55.33
Cook Inlet Wellhead 57.05
Spring 2006 Forecast
Wi 61.02
ANS West Coast 5872
ANSWEllhead » 5301
Cook Inlet Wellhead 56.33
pnee chanoe from prior forecast
Wi Si. 9
ANS West Coast $2.08
ANS Wellhead?' $2.32
Cook Inlet Wellhead ~ $0.74
percent chanoe from poor forecast
W 3.3%
ANS West Coast 35%
ANSWellheadl 4.4%
Cook Inlet ellhead 13%

(1) ANSW\AlIhead woighted average all cestiration:-

9.3%

THO  L.ill 2MI(i Ri*venuv Nnuiccv Ik

9 ™0

2009

52.00
49.50
44.84
47.45

2750
2550
21.13
2346

2450
$24.00
$2371
$23.9

89 1%
A 1%
112 2%
102 2%

2010

51.50
49,00
44.09
46.99

27.50
25.50
21.02
2349

$24.00
$2350
S23.07
$2350

87 3%
92 2%
109.8%
100.1%

011

52.50
50.00
44.98
47.98

27.50
2550
20.87
2348

$2500
$24.50
241
$24.50

90 P
9% 1%
1156%
104.3%

2012

50.00
4750
4224
45.49

27150
2550
20.62
2349

$22 50
$22.00
$2163
$22.00

81 6%
86 3%
104 9%
93 ™o

20.3

4750
4500
39.62
43.00

27150
2550
2043
2350

$20.00
$19.50
$19.18
$19.50

72.1%
765%
B P
63 0%

2014

44,00
4150
35.88
39.50

27150
2550
20.24
23.50

$16 50
$16 00
$1554
$16 00

60 9%
62 7%
Mm

68 1%

2015

45,00
4250
36.66
4051

2150
2550
20.17
2351

$17.50
$17 00
$16.49
$1700

63.6%
66 ™0
8L ™%
72 3%

2016

46.00
4350
3751
4152

27150
25.50
20.07
23.52

$18 50
$1500
$1744
$18.00

67 3%
70.6%
86 %
76,5%



Production. C -|
Production Changes from Spring 2(106 Forecast
Million Harrels per Day

FY 2006 2007 2008 2009 2010 2001 2012 2013 2014 2015 2016
Fall 2006 Forecast
ANS 0845 0740 0782 0779 079 0782 081 07% 0772 0737 06%
Cook Inlet 0018 0017 0016 0014 0013 0012 001 0010 0010 0009 0008
ALAKA 083 0756 0798 0793 0792 074 0842 086 0782 0746 0705
Spring 2006 Forecast
ANS 084 085 083 079 078 082 0813 0786 0762 0732 0772
Cook Inlet 0018 0017 0016 0014 0014 0013 0012 o001 OO 0010 0010
ALASKA 0872 0842 0819 0813 079 0615 085 0797 0773 0742 0782
volurre chanoe from pr.or forecast
ANS Tad (0008F (008 (0021) (00200 (0007) (00200 0018 0010 0009 0005 (0.076)
Cook Inlet 0000 (0.000) (0000) (000O) (0OO1) (0.00L) (0OOL) (OOOL) (0.00L) (0001 (00O
ALASKA (0.008) (00%6) (0021) (0020) (0008 (0021) 0017 0009 0008 0004 (0077)
oercent ch3no© from prior forecast
ANS Tatal -10% wOAO  26% 2% 0% -25% 23% 1% 1% 07% 98%
Cook Inlet 00% *L7% -04% .-26% 44% 62% 83% +102% -120% -135% -14
ALASKA -11% -102% 25% -25% -10% -26% 21% 11% 11% 05% -9%

Il JItIKi Itt'vriiuc Vum.* ItiioL « |1l
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Production. C-2<1
Crude QOil Production—History™'
Million Barrels per Day

FY 1997 1998 1999 2000 2000 2002 2003 2004 20056 2006
Alaska North Slope

Pmdhoe Bay 0809 0713 063 0571 0540 0487 0433 0419 0381 0340
PBU SatellitesO’ 0 0 0003 0005 0007 0026 0045 0052 0044 0041
GPMALL 0210 0192 0159 0118 0089 0075 0065 0061 0056 0048
Kuparuk 0266 0259 0240 0212 0197 0176 0160 0155 0142 0134
Kuparuk Satellites'-’ 0 o000 0025 0037 0031 0039 0052 0049 0051 004
Milre Point'6 0048 0053 0055 0053 0052 0052 0051 0051 0050 0041
Endicott@ 0070 0.057 0052 0048 0037 0033 0029 0029 0024 002
Liberty 0 0 0 0 0 0 0 0 0 0
Alpined 0 0 0 0O 0038 00% 0098 009 0104 0123
Fiordl. 0 0 0 0 0 0 0 0 0 0
Nanuq®L 0 0 0 0 0 0 0 0 0 0
NPR-A 0 0 0 0 0 0 0 0 0 0
Offshorel'” 0 0 0 0 0 0 0 0 0 0
Northstar-"1 0 0 0 0 0 0019 0057 0066 0069 0,056
Total ANS 1403 1274 1170 104 0991 1004 091 0980 0917 0845
Cook Inlet 0037 0032 0032 0029 0020 0033 0028 0023 0019 0018
Total Alaska 1440 1306 1202 1073 1020 1036 1020 1004 0936 0863

(1) Asummary of historical crude cl production can be bund on the Tax Divisions web situi at: hittp/Anvwviax state ak us/sourcesbook/AlaskaProduction pof
(@ Includes /Cls fromGentral Ges Rdility shipped lo TAPS

(3 Auaa, Boreas Mdnigt Sun.Qrion and Polaris

(@ lisburre, Niakuk Nooh Pruchoe Bay State. Point Melntyre, Raven, West Bea’mand West Niakuk
(5 Mifwatar. Tabasoo. Tamand Vst Sak

(6) Indudes Sag River and Schradker BIUff

(7) Includes Badam, Eider and Sag Delta

(8] Inclucks Alprme-W\st and Qi

(9 Fodand Hord-Kuprmk

(20) Nerug and NenuorKupank

ill) Knoan Ofiseore includes Niknochuo and Qoogunuk

(t?) Includes Qulei Contirental Shelf (CCS) production

I3 lull JWtli Kivitnu Vniiicv



Production. C-2D
Crude Oil Production—ForecastI'
Million Parrels per Day

FY

Alaska North Slope
Prudhoe Bay@
PBU SatellitesB
GPMVA'

Kuparuk

Kuparuk Satellites™
Milne PointA
Endicott11

Liberty

Alpire '

Ford

Nanuq '

NPR-A

Offshore™
Northstaré

Total ANS
Cook Inlet

Total Alaska

0.280
0.045
0.030
0.119
0.045
0031
0.017

0.106
0.010
0.005
0.051
0.740
0,017

0.7%6

0.301
0.052
0.044
0116
0.053
0.037
0.016

0.090
0.019
0.012

0.003
0039

0.782

0.016

0.798

0.295
0.064
0041
0113
0.053
0.037
0.015

0.079
0.023
0.013

0.014
0031

0.779

0.014

0.793

2010

0.286
0.080
0.039
0.107
0.055
0.038
0.014

0.076
0.023
0.012

0.023
0.026

0.779

0.013

0.792

0.279
0.091
0.036
0.103
0.059
0.040
0.014

0071
0021
0011
0.010
0.028
0021

0.782

0012

0.7%4

2012 2013

0268 0.258
0089 0082
0034 0032
0098 004
0062 0064
0044 0048
0014 0014
0050 0046
0062 0055
0015 0008
0010 0010
0038 004
0028 0027
0018 0015
0831 0.7%
0011 0010
0842  0.806

lull 2001 Revenue Smirto Rook

2014

0.249
0.075
0.030
0.001
0.065
0.049
0.014
0.040
0.048
0.005
0.009
0.060
0.025
0013

0.772

0.010

0.782

2015

0.240
0.069
0.028
0.087
0.066
0.046
0.015
0.033
0041
0.004
0.008
0.064
0.024
0011

0,737
0.009

0.746

2016

0233
0.064
0.027
0.084
0.067
0.044
0.016
0.027
0.036
0.003
0.008
0.057
0.022
0009

0.737

00

0.705

11) Fore :<>ted crude oil production through FY 2016 can be found on thu Tiik Division's web site at hito w.vw tax slate nk uS'soifCCShook/AlnfkaPro<uction pdf

(@ Incudes NALs framGentral Gas Fedility snipped to TAPS
(3 Auicra. Boredlis, Mgt SunQrionand Polaris

(4] Liscurre. MeakukNarth Pruchoe Bay State, Port Mirtyre: Raven. Vst Beach and West Nk

(S Me (wnater, Tabasto. Tamand est Sak
(6) Incudes Sag River and Schrader Blufl
(7) Incudes Bachmi, Hder and Say Delta
(81 Incjdes AipineWest and Qarrk

(9 Fed and Hod Kuparuk

(10 Nerpgand NenuepKupank

(il Krx'An Offshore includes Nikaildhug

od

(12) incudes Cuter Continental Shelf (OCS) prodetion

[.ill Jilllit lit veilin' hoi IKt\ |liltik
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Production. C-3<1
Economic Limit Factors (for Fields with Positive ELF)— History

Percent
FY 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Prudhoe Bay 09725 09626 09489 09308 09170 08%60 08701 08547 08430 08591
Aurora 0 0 0 0 0 0 0 0 0294 08591
Borealis 0 0 0 0 0 00785 01140 00839 03009 0.8591
Mdhight Sun 0 0 0 0 0 0 0 0 0204 08591
Orion 0 0 0 0 0 0 0 0 02061 08591
Polaris 0 0 0 0 0 0 0 0294 08591
Point Melntyre 0949 09220 08510 06300 04312 02064 01603 01084 03201 08591
Kuparuk 0.7814 07584 07017 05977 0.'534 03526 02292 01798 0.0507 0.0050
Tam 0 0 00713 00476 00040 00421 0.099% 00597 00097 0.0003
West Sak 0 0 0 0 0 0 0 0 0 0
Mire Point 00193 00310 00427 0024 00106 j 0013 0 0 0 0
Endiicott 04734 03029 00862 00487 00089 00014 00003 0.0002 0 0
Liberty 0 0 0 0 0 0 0 0 0 0
Alpire 0 0 0 0 03458 08784 08570 08430 08201 08574
Ford 0 0 0 0 0 0 0 0 0 0
NPR-A 0 0 0 0 0 0 0 0 0 0
Northslar 0 0 0 0 0 04198 08642 08468 08343 07278
Volume Weighted ELF 08504 08232 07628 06930 06441 0.6085 05756 05561 05827 04834

(1 Asummary of historical ELFs can bo found on the Tax Dnnsion's web site at hllpViwwwtax sir-  ak us. sourccsbookiELF pdf

till  1.ill 20110 liruiH ie Siiiiii=> Hunk



Production. C-3b

Fcoiinniic L.imit Factors (for Fields with Positive FLF)— Forecast(®

Percent

FY

Prudhoe Bay
Aurora
Borealis
Midnight Sun
Orion

Polans

Poinl Mclntyre
Kuparuk
Tam

West Sak
Mire Point
Endicott
Liberty
Alpire

FHord

NPR-A
Nerthstar

\olurme Weighted ELF

0.7330
0.7330
0.7330
0.7330
0.7330
0.7330
0.7330

0.7080
0.0044

04311

0.4713

05734
0.0446

02483
04516

lull 2006 Revenue Sources Book

() HFisprodded through FY 2011 loassist in Iho comparison ol PPT revenues and icvenuc under - f old BLFbesed system This conmperison is recired

urv.rthonev d'lulo
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R e v en ue S ources B o o k
Alaska Department o fRevenue - Tax Division
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11. Index

Alaska Aerospace Development Corpora-
tion 75,76,77,78,79,80,81

Alaska Department of Revenue/Depart-
ment of Revenue i, ii, 2, 7, 10, 16,
17. 20. 23. 26.36,44,47, 49,67.
70,82,90,91.92,93,94, 95,96,
97. 98. 99

Alaska Energy Authority 56. 75, 76, 77,
78. 79, 80, 81

Alaska Housing Finance Corporation 56,
75, 76, 77, 78. 79. 80. 81

Alaska Industrial Development and Ex-
port Authority 75, 76, 77, 78, 80

Alaska Municipal Bond Bank Authority
56, 75,76, 77. 78, 79. 80,81

Alaska North Slope (ANS) I, 10. I, 12,
13. 14. 16, 19, 33.34,35,36,37,
38, 39, 40. 41, 83.85.90. 91,92,
93,96,97,

Alaska North Slope Production (see Oil
Production)

Alaska Railroad Corporation 75. 76. 77,
78, 79,80,81

Alaska State Accounting System (AK-
SAS) 7, 56, 84, 90, 91, 92, 93,
94. 95

Alaska Student Loan Corporation 75

Alcoholic Beverage Licenses 8. 54, 87

Alcoholic Beverages Tax 46

ANS Crude Oil Price on the West Coast
(ANS WC) 10.96.97.100

API Gravity 21,22,23,24

Bonuses, Rents and Intetest 87. 88, 94,
95

Business Licenses 52

Cabin Rentals 55

Callan and Associates, Inc. (see Inflation)

Charges lor Services i, 8. 9. 46. 49, 50

Charitable Gaining 47

Cigarette fax 49,51

Coal Royalties 55

Commercial Passenger Vessel Ranger Fee
47. 52

Commercial Passenger Vessel lax 47. 52

Conservation Stirehage (see lla/ardous
Release fax)

Constitutional Budget Reserve Fund
(CBRF) ii. 1,4.5. 18.29.43,66,
67. 84. 88. 89

Cook Inlet (Cl) 15,32,41, 83, 90, 91.

92,93,96,97, 100, 101, 102, 103
Corporate Income Tax i, 4, 8, 28, 29, 43.
47,48,50,51

Cruise Ship Tax (see Commercial Pas-
senger Vessel)

Dive Fishery Management Assessment
7,49

Economic Limit Factor (ELF) 15, 16. 17,
31,32,33, 16,33,32,33,34,35,
83,91, 104, 105

Electric and Telephone
47, 86

Endowment Funds i, 71

Estate Tax 8,48

Exploration Properly Tax 42

Federal Receipts/Federal Revenue/Feder-
al Spending i, 5, 46, 57, 58, 60. 84

pcralivc Taxes

100, 101, 102, 103, Fd¥iler Pipelines 38

Fines and Forfeitures i, 4, 46, 53

Fisheries Business Tax 8. 9, 51, 98

Fishery Resource Landing 8.48

Fishing and Ilunling License Fees 54

Forecasting Methodology 11, 29,36

Gas Production Tax i, 15,29

Gas Royalties 87. 94, 95

General Fund Revenue 7, 84, 92, 93

General Fund Unrestricted Revenue i,
85, 87, 88. 89

General Purpose Revenue
84

Governmental Accounting Standards
Board (GASH) 5,71,72,84

Gravity 21,22,23,24

Ila/ardous Release fax 8, 31, 34

Heavy Gil i.21.22.40

llenry llub 96, 97

Inflation 36.38,49.54.69. 74. 84. 96. <7

Insurance Premium Tax 9. 48, 51, 86

Interest Paid by (hhers 63

International Energy Agency (Il A) 22.

1, 7,8, 10. 17.

23. 24. 25. 37
Investments/Investment Earnings/Invest-
ment Revenue i. |, 3.4, 6, 8, 9.

4, 15. 17. 18. 24,27. 31,38,45.
46.57.61.62.63.64.65,68.71.
72. 76, 84. 87
Land Leasing, Rental and Sale 55
Licenses and Permits i, 4, 9, 46, 54, 8“
Location DifTetential 38, 39, 98, 99
Marine Highway Fund 50

lull 2(H)6 Revenue Sources Book

Marine Transportation/Transportation

Costs 34, 35. 38, 39

Mining/Mining Tax/Mining License Tax
48, 84

Miscellaneous Revenue 9.87

Motor Fuel Tax 8,48,49, 50, 51, 86. 87

Motor Vehicle Registration Fees 54

Motor Vehicle 'fire Fee/Tire Fee 49

National Petroleum Reserve-Aiaska
(NPR-A) 12,29,30,43

Natural Gas 31,83,96,97

Netback Costs 39, 83, 98, 99

New York Mercantile Exchange 10, 1l

Non-oil Revenue i, 1,46

Ocean Ranger Program 47. 52

Oflice of Management and Budget
(OmMB) 7,36,52,56,58

Oil and Gas Conservation Commission
Receipts 53

Oil Prices (see ANS Crude Oil)

Oil Production I, 10, 12, 14,22, 24,34.
35,36.38,43, 102, 103

Oil Production Forecast 12, 13. 103

Oil Pioduction Forecast -Cuirently Pro-
ducing 12,13,35.39,40

Oil Production Forecast - Under Devel-
opment 12,13,39,40

Qil Production Forecast - Under Evalua-
tion 12,13,39,40

Oil Revenue 4. 6. 8, 10, 27, 28, 30. 83.
88, 89, 94. 95

Oil Royalties 4,30.34.35

Organization of Petroleum Exporting
Countries (OPEC) 36.37,38

()lher Revenue i, 4, 6, 17. 43, 45.46. 56

Other Tobacco Products 49

Outer Continental Shelf 102, 103

Permanent Fund i. ii, I. 5. 29. 43,55. 62.
65,69.71,72.73.74,84.88.89.
90,91,92,93.94,95

Permanent Fund GASH (or Muikct)
Income 84

Permanent Fund Statutory Income 84

Petroleum Profits Tax (PP L) 15. I1(» 17,
24,31.32.33.34. 78.85.91. 105

Petroleum Revenue ii, 83, 88. 89, 94, 95

Petroleum Special Settlements 87. 88. 89

Pipeline Transputtution Property 42.106

Prevailing Value 35. 96

Production Costs 25. 38

I .ill 3(1(16 Revenue .Sources Book « HO
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Production Properly 42, 106

Production Tax i, 4, 8, 10, 15, 16, 28, 29,
31.33,34,38, 85,91

Program Receipts 7, 52, 53, 84

Progressivity Tax 32

Property Tax i, 4, 8, 28, 29,30.42. 86,
88, 89, 94, 95

Public School Fund 43, 88, 89, 90. 91.
92,93, 94, 95

Receipt Supported Services 49. 55

Regional Seafood Development Tax 49

Regulatory Commission of Alaska
(RCA) Receipts 53

Rents and Royalties i,4,43,46. 55

Restricted Program Receipts 84

Restricted Revenue ii. 4. 84, 86, 87

Royalties 4, 8. 28. 30, 34. 35. 43. 55. 87.
88, 89, 94, 95

Sales/Use lax 8, 50, 51

Salmon Enhancement Tax 49

Seafood Marketing Assessment/Tax 49,
52, 86, 87

Sensitivity Matrix 36. 85

Severance Tax (see Production fax)

Statutorily Designated Program Receipts
53

Steam Assisted Gravity Drainage
(SAGD) 23.24

lax Division Annual Report 9, 28, 42,
51,52

Taxes i. 1,4.7.8.9,29. 31 32, 39. 46.
47,48,49,51,58. S4,88,91

lest Fisheries Receipts 52,53

Timber Sales/Receipts 87

lire Fee (see Motor Vehicle lire Fee/lire
Fee)

Tobacco Settlement/Master Settlement
Agreement 53,54

tobacco Tax 8.49

I'rans-Alaska Pipeline System (TAPS)
13.38.39,98

Transfer from Component Organizations
55,56

Unclaimed Properly 7.9, 55. 56

Unrestricted General Purpose Revenue
Unrestricted Revenue i, 1.4. 7. 8.
9. 10.17.84.85.87,88.89

U.S. Department of Energy. Energy
Information Administration (DOE*
EIA) 37

108 « Fall 2006 Revenue Sources Monk

Vehicle Rental Tax 8,49

Viscous Oil 13,22,23,24,39,40

Wellhead Price/Wellhead 10, 15, 31, 38.
96, 97. 100

West Texas Intermediate (WTI) 10. 36.
37. 96, 97, 100
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R e v e n ue S ources B o o k
Alaska Department o fRevenue - Tax Dii ion

In accordance with AS 37.07.060 (b)(4), the Revenue So...*ccs book iscompiled
biannual!}’ by the Alaska Department of Revenue to assist v.e governor in for-
mulating a proposed comprehensive financial plan for pre nation to the Alaska
State Legislature. Within the publication are shown prior ear actuals, revised
current year estimates and future year projections.

Anticipated state income is projected through the use of a amber of data sources:
(1) econometri models developed by the Department or . enue to forecast
unrestrict d non-petroleum revenues

(2) a petroleum revenue model created by the department lax Division

(3) estimates from individual state agencies.

We thank the various state agencies lor their cooperation * computing antici-
pated revenues for publication in this fall 2006 Revenue trees Book.

Ihe Department of Revenue complies with lilie Il of the Americans With Dis-
abilities Act of 1000. Ihis publication is available in altcrr . 'ivc communication
formats upon request. Please contact the divisions teprescr *.ative at 007.-16S.3602
or 007.46S.367S (Il >1>) to make necessary arrangement

lhis publication, required by law (AS 37.07,060), was pr ited in luncati,
Alaska at a cost of about S7 per copy.
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