ALASKA LEGISLATURE
HOUSE and SENATE FINANCE COMMITTEE FILES, -2005-2006 2768



1960 1965 1970 1975 1980
TIER |
Statehood Retirement age
changes from 60 to 55
1961

PERS established
establishe 1976

Usability retirement
calculation changes
# L ] L]

1977

Calculation rulos
change for retireos
rotumlng to work

L4 «

. 4
1980
SBS Annuity
Plan begins

1985 1990 1995 2000 2005

TIER I
On or after July I, 1996

TIER I

/ |Julyll986througM uhe30.IW ™

1996
1986 Tier I 2001
i i established )
Tle.l' I! IEStabIIShe*d o o Retirees’ return
(6 significant chango*) e . o employment
1996-00 provision
3rd RIP
1986
1st RIP 1997
1989 State Managed
2nd RIP Health Plan & Long
Term Care
1992
Pension 2001 _
Investment System paid
Board medical coverage
established expa}nded a
2002

Pro-tax payment
of indebtedness

2005

Retirees' return
to employment
provision ends

llir inhumation ttfi Thit timthnr Hiua Inlmdrsl toir plait* the Alaska Matuirs ihr Alaska Administratis* | «sir o | nfrral la*  lari*itaxr contained intlir Alaska Matirtr* anti llir Alaska Aifninistiatur Codr ttiscm the plans Hr* 7v*04

27



1955 1960
1955
TRS
Established
1959
Statehood

1975 1980

TIER |

Before July 1, 1990

1973
First TRS
Newsletter

1975

Medical insurance
provided for all
retirees

ALASKATRS TIVELINE

1985 1990 1995 2000 2005

TIER I

On or after luly 1. 1990

1997
State Managed
1986 Health Plan & Long
1st RIP Term Care
1989 2001
2nd RIP System paid medical
1998-00 coverage expanded
1990 3rd RIP
Tier I
established 2001
Retirees' return
1992 to employment
Pension provision
Investment
Board 2005
Established Retirees’
return to

employment
provision ends

[hr inhuretion ufl ihl* tim©inn N iM intruded toirpUtr Ihr Alaska Statute. Ihe A\ i AdminUliamc Cndr ¢ [ rdrtal la* | jn*ua«r contained Il the Aladk] Statute* and lir Alakj Adminvrative Code govern The plan® M J' Il

28



1/21/05
DEPT. OF
REVENUE

FORECAST
DEPT. OF

H&SS
MEDICAID

REIM-






Federal Share of Alaska's Medicaid Program

65.00%

60.00%

55.00%

50.00%

45.00%

40.00%

Prepared by DHSS/Budget
FMAP Historical Info FFY97-06 xls

1996 1997 1998 1999 2000

Federal Fiscal Year 1996 1997 1998 1999
Rate (Effective October) 50 00% 50 00% 59 80% 59 80%

* FFY04 3qtrs @ 61 34 and 1qgtr @ 59 38 (blooded rale o( GD64%)

2001

2000
59 80%

2002

2001
60 13%

2002
57 38%

2003

2003
58 27%

2004-
60 64%

2005 2006

2005 2006
57 58% 50 16%|

/\<J|

January 21. 2005 Revised



/21 10S'

fall 2004

SINEC]_l_:ALAS{A

Tax Division
Revenue Sources Book

Frank H. Murkowski, Governor
William A. Corbus, Commissioner
Dan E. Dickinson, Director

Brett Fried, Economist



U U u

DEPARTMENT OF REVENUE
P.0.BOX 110400

JUNEAU. ALASKA 99811-0400
TELEPHONE: (907 465-2300

OFFICE OF THE COMMISSIONER FACSIMILE: ~ (907) 465-2389

December 9,2004

'Hie Honorable Frank H. Murkowski
Governorof Alaska

P.0. Box 110001

Juneau, Alaska 99811-0001

Dear Governor Murkowski:

As is our tradition for this time of year, Lam presenting you, the Legislature and the Alaska
public with the Department o f Revenue’s latest Revenue Sources Book. Our Fall 2004 report includes a
preliminary .accounting of state revenues received in FY 2004, as well as projections for Fiscal 2005
through Fiscal 2015, and no doubt the unpredictable world oil market has a lot o f people wondering
exactly what we would say in this report.

We project Alaska North Slope crude oil prices will average $43.61 per barrel for the fiscal year
ending June 30, 2005, The year-to-date average isjust under $42 per barrel, and although prices fell last
week wc believe world supply uncertainties, and market concern over shortages, could keep prices above
$40 tlirough the rest of the fiscal year.

Eventually, however, wc sec new supplies coming online, and a more rational approach in the
markets, with prices backing o ff next year. Our forecast for Fiscal 2006 is $34 50 a barrel for Alaska
North Slope crude, and $30.95 a barrel in Fiscal 2007.

Our forecast for Fiscal 2008 and beyond is $25.50, higher than our Fall -002 long-term forecast
0f S22 but certainly much lower than today’'s markets and lower than many pundits predict. As wc
explain in our forecast, “ Based on our experience, we are taking a more conservative approach and opting
for a number closer to (he middle of the OPEC price target range (of $22 to S28 per barrel).” Wc¢ will

always be cautious in our response to volatile oil markets. -
And while Alaska profits from high oil prices, we continue to look ahead to building up North

Slope production. Fiscal 2005 production is expected to average 934,000 barrels per day and hold steady
until Fiscal 2008, when we project an increase to 945,000 barrels. The addition of oil from the National
Petroleum Reserve-Alaska, forecusl for Fiscal 2011, will boost total North Slope production :0 an
estimated 975,000 barrels per day that year. NPR-A, and the smaller fields under development or

evaluation on the North Slope, promise a strong future for Alaska. o _
The Fall 2004 Revenue Sources Book also includes an evaluation of possible oil production from

the Arctic National Wildlife Refuge, and wc share your hope that 2005 will be the year that Alaska finally
secs congressional approval for responsible exploration and development in this area that is so important
to our nation’s energy needs. Using reasonable assumptions, ANWR could produce220,000 barrels a day

by 2016 and almost 400,000 barrels a day by 2024. .
| invite questions on this report and wish you, the Legislature and all Alaskans a rafc and happy

holiday season, a prosperous new year, and a productive 2005.

Sincerely,

William A. Corbus
Commissioner

04D71H o (WMt mimgyCd



Dedication

This Fall 2004 Revenue Sources Book is dedicated to

Chuck Logsdon, who retired sometime between July and
November, 2004 as our chiefpetroleum economist. Chuck,
who estimates he spent between 22.6 and 29.4 years at the
Department of Revenue, issued more oil price and production
forecasts than anyone in Alaska history.

His insights, dedication — and probably his last long-term
forecast — will all be missed. Thank you, Chuck, for your years

ofservice.
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1. Introduction

General Discussion

The purpose of the semi-annual Revenue Sources Book is to provide the governor, legislature and citizens of the state with
a summary of our past collections of stale revenue and a forecast of future revenue. Revenues are categorized into four
major components: oil and gas royalties and taxes, non-oil taxes and fees, federal dollars and investment revenues.

Qil revenues continue to dominate the revenue picture — and will continue to provide 80% of Unrestricted General
Purpose Revenue through FV 2008 and 75% through FV 2014. However, North Slope ail production has fallen. In FY 2004

ANS output was 0.980 million barrels per day compared to a peak of 2,006 million barrels a day in FY 1988.

Over that same period lhe market price of oil has come close to tripling. In 10 of the prior 13 years, the state has relied on
annual draws from the Constitutional Budget Reserve Fund (CBRF) to fill the gap between unrestricted revenues and
budget outlays. In the other three years — which includes FY 2004 — unrestricted revenues have been sufficient to pay for

budgeted spending without a draw on the CBRF. FY 2005 also appears to fit into this ca egory.

Alaska’s total revenue picture also includes eamings from the Perman' .it Fund, federal revenue and reserves in the CBRF
We hope lhe information provided in this Sources Book is helpful in answering questions abou, where Alaska gets its
revenue and what the state's revenue future looks like from today’s perspective.



Fall 2004 Forecast

This publication is ujanized into the following 11 sections:

1

10

Introduction
Executive Summary

The Future: ANWR
Opportunities for new oil and gas production exist with development in the Arctic National Wildlife Refuge.

Qil Revenue
In FY 2004, oil and gas production tax, corporate income tax, property tax and royalty revenues
contributed 87% of the state's General Fund unrestricted revenue. Oil revenues will continue to play a key

role in Alaska's future.

Other Revenue feycept Federal & Investment)
Revenue from non-oil sources includes alcohol, tobacco, fisheries, estate, motor fuel taxes, non-oil corporate

income taxes and user fees.

Federal Revenue
Federal funding continues to be one of Alaska's biggest sources of revenue.

Investment Revenue
Investment earnings rome from the Alaska Permanent Fund, Constitutional Budget Reserve Fund, General Fund

and other state investments.

State Endowment F» Js
This section pr' ,r.es a brief discussion about Alaska's six endowment funds.

Public Corporations and the University of Alaska
Seven public corporations and lhe University of Alaska are treated ar separate component units of slate

government for financial reporting purposes

Rosetta Stone
The Department of Revenue Sources Book and Legislative finance's Summary of Appropriations aro reconciled

in this section.
Appendices
This section provides historical data on ail prices, production and revenue and a glossary of tenns used in this

publication.



2. Executive Summary

Total Governmental Revenue

Figure 2-1. FY 2004 Total Revenue
$8.7 billion

Inestrent - $35 hillion

Toa Rovouo
Fodod $20BJan .
$37billon

Other (eoept Federals Invesimen) - $08 Hillion

al 4o

Table 2-1. Total Governmental Revenue by Major Component, Actual FY 2004 o' and Projected 2005-2006

$ million
Actual Projected
FY 2004 FY 2005 FY 2006
OILREVENUE
Unrestricted
Property Tax 473 472 453
Corporate Income Tax 2988 404 3 2960
Production Tax 6519 7983 5689
Royalties (induding Bonuses and Interest) 195Q1 14191 10617
Subtotal 2041 26686 19719
Restricted
Royalties to Permanent Fund and School Fund 3621 4852 3629
Tax Setlements lo CBRF 94 200 200
NPRA Royalties, Rents and Bonuses 25 129 79
3730 5181 3908

Subtotal

Subtotal Ol Revenue 24271 31867 23627

(1) Actels haww ot beenfully recandiled lo the Conpardensrw Annual Fmvonl Report
(continuedcorext pece)



Table 2-1. Total Governmental Revenue Iy Major Component, continued
S million
Actual Projected
FY 2004 FY 2005 FY 2000
OTHER REVENUE (EXCEPT FEDERAL &INVESTMENT)
Unrestricted

Taxes 1858 2061 2186
Charges for Services 11 131 131
Fines and Forfeitures 160 128 128
Licenses and Permits 410 404 420
Rents and Royalties 78 81 81
Other 362 184 174
Subtotal 2979 2989 3120
Restricted
Taxes 812 781 77
Charges for Services 2260 2449 2449
Fines and Forfeitures 268 265 265
Licenses and Permits 287 287 287
Rents and Royalties 51 51 51
Other 849 1969 1595
Subtotal 4527 5802 24
Subtotal Other Revenue (except Federal & Investment) 7506 8791 844
FEDERALREVENUE
Restricted
Federal Receipts 19517 30193 30193
Subtotal Federal Revenue 517 30193 30193
INVESTMENT REVENUE
Unrestricted
investments 8§ 164 151
interest Paid by Others 16 16
Subtotal 97 180 167
Restricted
Investments 40 220 237
Constitutional Budget Reserve Fund 532 1183 1026
COther Treasury Managed Funds 249 197 205
Alaska Permanent Fund (GASB)1 34340 20479 21897
Subtotal 35161 22079 23365
Subtotal Investment Revenue 35258 22259 23532
Grand Total 8655 2 93110 85896

(2) Bathreak/ed and unfedlu&J gam and k»sos amndedd per GASO 34 as interpreted by BoFranco Dimkx d ) Departrrentd
Allrmnyj(ration mits Gonprehersive Arrual Fnanceri Ripart



eigure 2*2. FY 200*1 Total Revenue: Unrestricted and Restricted
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Table 2*2. Total Governmental State Revenue. Actual I:Y 2004 and
Projected 2005-2000 Unrestricted and Rcstnctcd by Major Source

S million
Actuai Projected
FY 2004 FY 2005 FY 2006

Unrestricted

OJ Revenue 2041 26696 19719

Other Revenue (except Federal &Investment) 2979 2989 3120

Investment Revenue 22 IfiJ] 152
Subtotal 2361 7 29855 23006
RfilMled

04 Revenue 3730 5181 3908

Other Revenue icicepx Foo*ai &trmestment| 4527 580 2 5424

Federal Revenue 1951 7 30193 30193

Investment Rovenue 3,5151 Iw ? 23365
Subtotal 62335 63255 6.289 0
Grand Total 86552 93110 8589 6

(I) rU*) not betvi megisandW toft* CoTriwlww* frvsiul Re>t
d] Toutuw.tvIM nvrru? m rsportsd *or AXGA5 (Alma lasts huxrilr}System)  «3».~wr*v*i tor ctrtwi rrtncpjl Ovrrg at
wvtvemiutoin ndsM Sra tpertrg 'METScn




Unrestricted General Purpose Revenue

Unrestricted General Purpose Revenue is lhe amount generally used for budge®, planning purposes and is designated in
budget documents as general fund revenue The table on the next two pages sets out actual FY 2004 Unrestricted General

Purpose Revenue and our projections for FY 2005 and 2006.

We forecast Unrestncted General Purpose Revenue by first estimating General Fund Unrestricted Revenue, which includes
all unrestricted revenues in the Alaska Slale Accounting System (AKSAS), as well as certain program receipts. After
consulting with the Governor's Office of Managemenl and Budget and the legislature, we adjust our forecast of General
Fund Unrestricted Revenue lo derive a forecast of total Unrestncled General Purpose Revenue Reductions include. (1)
earmarking revenue for specific programs. (2) pass-through revenue for qualified regional aquacullure and dive fishery
associations, and (3) revenue shared with municipal governments and organizations (e g . fisheries taxes) Additions

include transfers from the unclaimed property trust lo tho state troasury



Tabic 2-3. Unrestricted General Purpose Revenue, Actual FY 2004 and Projected 2005-2006

S million
Actual Projected
FY 2004 FY2005 FY 2006
Oil Revenue
Property Tax 47,3 47.2 453
Corporate Income Tax 298.8 404 0 296.0
Production Tax
Qil and Gas Production 642.7 789.3 560.1
Oil and Gas Hazardous Release M aj 3
Subtotal Production Tax 651.9 798.3 568.9
Royalties
Mineral Bonuses and Rents 104 145 17.8
Qil and Gas Royalties 1.043.6 1,402.5 1.041.9
Interest LI 2A 11
Subtotal Royalties 1.056.1 14191 1.061.7

Total Ol Revenue 2,054 1 2.668 6 1.971.9

Other Revenue (except Federal &lnvestmenli

Other Taxes
Sales and Use
Alcoholic Beverages 163 159 159
Cigarette 94 149 271
Other Tobacco Products 66 67 72
Insurance Premium 437 458 471
Electric and Telephono Cooperative 02 02 02
Motor Fuel Ta«es 412 393 393
Rental Vehicio Tax 27 67 67
Tire Fees Ci IS 13
Subtotal 1209 1321 146 1
Corporate Income Ta* 396 500 500
Ftsh Taios
Fisheries Business 149 125 125
Fishery Resourco Landing U] U U
Subtotal 174 154 154
Other
Mining 32 52 42
Citato 10 05
Charitable Gam ng 23 2] 23
Subtotal 79 80 71
Subtotal Other Tai« 1658 206 1 2166
11Xctuttt roue ixi b**e  naroM tuf* torud Fana*

(certix*o im*«t pO#)
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Tabic 2-3. Unrestricted General Purpose Revenue, continued

S million
Actual Projected
FY 2004 FYy 2005 Ft* 2006
Other Revenuo (except Federal & Investment). con|
Charges for Services
Geneiu! Government 8.1 101 10.1
Natural Resources 13 1.3 13
Other 11 17 17
Subtotal Charges for Services 11 131 131
Fines and Forfeitures 160 128 12.8
Licenses and Permits
Motor Vehicle 388 380 390
Other 22 21 IS
Subtotal Licenses and Permits 410 404 420
Rents and Royalties
Land Leasing. Rental and Sales 65 65 65
Coal Royalties 11 14 14
Cabin Rentals QJ 02 02
Subtotal Rents and Royalties 78 81 81
Other
Miscellaneous 24* 134 134
Unclaimed Property n. LS 16
Subtotal Other 362 184 174
Total Other Revenue (exocpt Fnfarat 5 Inwv&nert) 2979 2989 3120
investment Revenue
Investments 92 164 151
Interest Paxd by Others on L5 16
Total Investment Revenue 97 180 167

Total UnteVirkded Revenue 23617 2.9855 2 3006



Oil Price Forecast

Qil revenue will provide ai least 75% of forecasted Unrestricted General Purpose Revenue through FY 2014. Two elements
are critical to Ihe oil revenue forecast price and volume.

All of Alaska's oil production is delivered to refineries on the U S. West Coast (including Alaska and Hawaii). Consequently,
Alaska’s royally and production lax revenue depends in large part on the market price of Alaska North Slope crude oil (ANS)
at US West Coast refining centers There is no price for Alaska oil on the New York Mercanble Exchange (NYMEX)T* or
other commodity exchange. However, the spot price of ANS is calculated by subtracting 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

Table 2-4. on the next page, contains actual aux pocos for FY 2004 and tfie Department of Revenue'’s forecast of prices for
tho 11-year period beginning with the current fiscal yoar FY 2005 and continuing through FY 2015 The oil price forecast is
based on a subjective assessment of market dynamics and trend analysis by participants at a Department of Revenue price
scenano meeting We project that o prices wit' average 525 50 per barrel (FY 2007-2015), a conservative estimate com-

pared to the 530 per barrel expected by many pundits

Our forecast pnees are higher than the average market prices experienced over the 18-year period since the 1986 ail price
collapse but are consistent with prices since 1999 Figure 2-3 on the next page depicts (1) the monthly West Coast ANS
market price from December 1992 through September 2004; (2) the 60-month moving average West Coast market price for
the same period and (3) a set ol ANS prices denved from NYMEX crude ail futures prices for October 1998 and October

2004.

Figure 2-3 illustrates a number of issues with respect to oil prices including
» The vdatiMy of month-to-month crudo at prices Monthly ANS West Coast pneos during the pertinent time ponod

ranged fromjust under S10 per barret to nearly 550 per barrel
» The average of tho 60-month moving averages s 518 29 per barrel and has increased dramatically since 1999

e The derived futures market pnee illustrates that the current futures market long-term convergence pnee has increased
by about 518 50 per barrel since Oclober 1998

A pressing question rs whether trie higher prices we have seen snco 1999 wM continue lo stay at current levels or perhaps
trend ovon higher We assume that Over the long term il pnees will average 525 50 per band, dose to tho mid-point of tho
price range (522 to 528 per band! by which OPEC determines its production quota pobxoxs ANS West Coast price
averaged 528 32 per barrd from October 1999 to Oclober 2004 We will continue fo evaluate our assumption, with our next

foreosl| due m April 2005

|1)TU HYMEXiji/v i iwrtrt u on* k»a« k» aATl >*«s * OW: ATl «a <>»** cuAl atbt» (Mtmr)tf aifriw ) K' .«* 1 4*raueivntrt tf r«
Wk i<trjrtH



Figure 2-3.

ANS West Coast and Futures Market Oil Prices
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Fable 2-4.

Delivered Price for ANS Crude Qil
Average WTI, ANS West Coast and ANS Wellhead

S per band

Fiscal
Year

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

Wi

46 30
36 60
32 95
27 50
27.50
27.50
27 50
27 50
27.50
27 50
27 50

ANS
West Coast

43.61
34 50
30 95
25 50
25 50
2550
25 50
2550
2550
25 50
2550

ANS
Wellhead

38 83
29 46
2579
20 25
20 16
2010
20 00
20 00
1981
19 62
19 43



Oil Production Forecast

Alaska North Slope production peaked at 2.006 million barrels pet day in 1988 and has steadily declined since In FY 2004,
ANS production averaged 0.980 million barrels per day. and we projecl FY 2005 produclion lo be 0.934 million barrels per

day.

Our production forecast has been revised since last spring. ANS produclion will continue above 0.90 million barrels per day
through FY 2013 (0 919 million barrels per day), aided by new fields coming into production We anticipate Nanuk and Fiord
will add 17,000 barrels per day in FY 2007; Liberty, Oliktok and Point Thomson, 75,000 barrels per day in FY 2010; and the
National Petroleum Reserve-Alaska (NPR-A), 20,000 barrels per day in FY 2011. We are also forecasting 10,000 lo 20,000
barrels per day from additional knoan on and offshore fields in FY 2003 lo FY 2010.

A detailed field-by-field production forecast can be found on Page 84 the appendices.

Last spring, we began 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 Ihe reader will have an understanding
about the uncertainty 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



Figure 2-4. ANS Production Forecast by Category
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Table 2-5. Alaska North Slope Production
millions of barrclsAlay

Fiscal Currently Under Under Total

Yoar Producing  Devetopmoni  Evaluation ANS

2005 0927 0007 0000 0934
2006 0.857 0075 0 000 0932
2007 0773 0154 0007 0935
2008 0 702 0206 0038 0945
2009 0631 0221 0051 0904
2010 0 563 0237 0138 0938
2011 0 506 0241 0228 0975
2012 0 457 0244 0248 0949
2013 0414 0244 0261 0919
2014 0.377 0244 0267 0888

2015 0345 0243 0262 0850



New Oil Development

As production from the Prudhoe Bay and Kuparuk fields continues to decline, some of the decline will be offset by new oil
development. In our reference-case forecast, new ail is defined as crude already discovered and under evaluation or under
development By FY 2008, as the table and figure below show, one-fourth of our forecasted oil produclion will come from

projects requiring significant new investment.

Figure 2-5. New Qil as a Percentage of Projected Oil

| Under Evaluation

’Under Development

3Currently Producing
Mew
2006 2000 200T 2008 200t 2010 2011 2012 2013 2014 2015
Table 2*6. New Oil as a Percentage of Total Qil
millions *f barrels'day

Fiscal Total ANS Percent

Year New QGil Total NewOl

2005 0007 0934 00%
2006 0075 0932 80%
2007 0161 0935 172%
2003 0 243 0945 257%
2009 0272 0904 301%
2010 0375 0938 399%
2011 0468 0975 481%

2012 0492 0949 519%

2013 0505 0919 55 0%
2014 0511 0888 57 5%

2015 0 505 0850 594%



Economic Limit Factor

The average produclion lax rate on Ihe Norlh Slope has been falli ig as the result of Ihe lax adjustment known as the
Economic Limit Factor (ELF). The ELF is a factor that reduces lhe nominal production tax rate on a producing lease or
property based on the average rate of produclion and Ihe average per-well productivity from that field.QL Since oil production
rates and well productivity decline over time as an oil field is being depleted, the average production tax rate will fall as well.
Further, the ELF reduces the lax rate on smaller oil fields such that most fields producing less than 20,000 banels per day will

pay litte or no production lax.
An ever smaller percentage of Alaska's current and p‘ojected North Slope oil production will continue to come from old,

declining fields, while new production will come from small fields. Therefore, the average tax rate will continue to fall. The
average oil production lax rate foi North Slope production in FY 1994 was 13.5%; we project it will average 6.9% for FY

2005.

Figure 2-6. Economic Limit Factor
Actual FY 1994-2004 and Projected FY 2005-2006

10
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The figure above illustrates the actual weighted average ELF for North Slope ail production since 1994 and our projections
of that weighted average through FY 2015 The Prudhoe Bay ELF is also shown, as well as the avorage ELF for all of the
other North Slope fields The small spike in the other fields average ELF in FY 2010 represents the impact ol the assumed

startup of Point Thomson production.

(1) Iho nomird prad.diontaxrale a 13%eceptduirgaM 1! Ml (vojvarj a prodldion wiienita 1225%



Longer-Term Unrestricted Revenue Outlook

Using the price and volume components developed for this fall 2004 forecast, the table below summarizes the department's
forecast of total Unrestricted General Purpose Revenue through FY 2015.

Table 2-7. Total Unrestricted General Purpose Revenue
Actual FY 2004 ">and Projected FY 2005-2015

S million
Unrestricted
Unrestricted Other (except Unrestricted

Fiscal Qil Federal & Investment Investment Total Percent
Year Revenue Revenue Revenue Revenue from Ol
2004 20541 2979 97 23617 87
2006 26686 2989 180 29855 D
<JOR 19719 3120 167 2,3006 86

] 16517 3185 167 1,9869 3

J 1,3589 3249 167 1,7005 a0
2009 12729 3260 167 16156 9
2010 12449 3271 167 15886 79
011 12584 3280 167 1603 1 Ie
2012 12033 3202 167 15492 78
2013 11281 3304 167 14752 77
2014 10681 3313 1 1416 2 76
2015 9997 3323 167 13486 74

(1) ActLais heve rotbeenfuly tw >dtedtothe Comprehersive AmLel Firendial Repatt



Budget Gap and the Constitutional Budget Reserve

The table below reflects tho amount needed to make up the difference between the Department of Revenue's forecast of
Unrestricted General Purpose Revenue and the annual General Fund budget, shown here as a flat $2,332.5 million (the
authorized budget for FY 2005) for all operating, capital, debt service, lease payments and supplemental appropriations. "«

Table 2-8. Difference Between Unrestricted General Purpose Revenue
ami General Fund Budget "The Gap"

$ million
Total

Unrestricted General

Fiscal General Purpose Fund
Year Revenue Appropriation *Gap'
Actual 2004 2,361.7 2,319.1 426
2005 2,985.5 2,332.5 653.0
2006 2,300.6 2,3325 (31.9
2007 1,986 9 2,3325 (345.6)
2008 1,700.5 2,3325 (632.0)
2009 1,615.6 23325 (716 9)
2010 1.588.6 2,3325 (7439)
2011 1,6031 2,3325 (729.4)
2012 1.549.2 23325 (7833)
2013 1,4752 2,33?5 (857.3)
2014 1.416.2 2,3325 (916.3)
2015 1,3486 2,3325 (983.9)

1M The | y 2005*2015 budget of 52,332 5 million is simply a reference point for analysis Any budget
estimate used to determine “The fiap™ will have its detractors  some will contend spending should tie
cut. while others will argue jusi us strongly that spending should be increased lo reflect inflation and
population growth.
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Figure 2-7. Sr  ling Gap Traditionally Covered by Draw from
CBRF Fills Gap FY 2005-2011 «"
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Table 2-9. When Would the CBRF Be Gone? »>

Slale Spending and Oil Price Variables
Annual Fall 2004

Slale Budget SI8/bbl S23/bbl S25/bbl S28/bbl  DOR Forecast  *30/bbl 532/bbl

S2.2 hillion Dec-2007  Apr-2009  Feb-2010 Mar-2012 Mar-2012  Apr-2014  Jul-2016
$2.3 hillion Sep-2007  Sep-2008 May-2009 Nov-2010 Feb-2011  Jun-2012  Jul-2014
$2.4 billion Jul-2007 May-2008  Nov-2008 Dec-2009 Apr-2010  Jan-2011 Sep-2012
$2.5 billion May-2007  Jan-2008  Jun-2008  Apr-2009 Sep-2009 Jan-2010  Apr-2011

(2) Departrrent d Revenue fail 2004 loocast. Fiscal Dover MocH dl Ol Revenue and CBRF Pertomrance: FY 2006 depasits lotle CBRF are
induded Mairt budet and price starts in FY 2006

As approved by voters in 1990. all receipts from oil and gas lax and royally settlements are deposited into the Constitutional
Budget Reserve Fund (CBRF). The stale has deposited about $5.6 billion into Ihe reserve fund, generating about $1.6 billion
in investment earnings For 10 ol Ihe past 13 years. lhe slale has relied on the CBRF tofill the difference between
unrestricted revenue and the annual stale budget Through September 30, 2004, approximately $5.5 hillion had been

withdrawn from the CBRF lo balance Ihe budget, leaving a balance of $1 9 billion.

Table 2-9 reflects the CBRF depletion matrix and the time period the fund could continue lo make up lhe difference between
Unrestricted General Purpose Revenue and the General Fund budget at various ail prices and budget levels. For example,
assuming no change in ihe stale s fiscal system, and if we are correct in our oil price forecast and if we assume a flat total
General Fund budget of $2 332 5 million per year, the CBRF will be exhausted In November 2010 We mako no assumption

as lo any deposit of ? possible FY 2005 surplus to Iho CBRF.



3. The Future: ANWR *

Proponents hope Congress will vote in 2005 to open the Arctic National Wildlife Refuge (ANWR) lo oil and pas exploration
and development, greatly expanding the opportunities for new production from Alaska’s North Slope.

Looking ahead to success in Washington, D.C., and then later success when companies start drilling for ail, the first step in
coming up with a possible ANWR production prdfile is to estimate the total amount of economically recoverable oil barrels in

the area.

The U.S. Geological Survey (USGS) estimates there are 10.3 hillion barrels of technically recoverable oil reserves in
ANWR "J; 7.7 billion barrels beneath federal lands and 2.6 billion barrels under state waters and Native corporation lands.
These technically recoverable reserves represent the federal agency's best estimate of how much ail could be recovered

using current technology, without reference to costs or oil prices.

It would require very high ail prices lo produce all of these technically recoverable reserves. Some of these barrels are
probably in accumulations loo small to be commercially viable. Other barrels in slightly larger accumulations might be
uneconomic due to their greater distance from existing pipe and production facilities or because they are at deeper, more

expensive depths.

USGS economists estimate 5 2 billion barrels of the 7.7 billion barrels of technically recoverable oil from federal lands in
ANWR could be economic to produce at 526.2C per barrel for North Slope crude (2004 dollars). On one hand, this estimate
alone appears too low because it excludes economically recoverable oil from Native lands and from state waters offshore of
ANWR On the other hand, it appears too high because it includes reserves from low-probabilily fields. If economic reserves
from 3tale and Native lands are included, and if low-probability fields are excluded, w3 gel aoout 5 hillion barrels of
economically recoverable oil from federal lands, state waters and Native lands — pretty close lo the USGS estimate of 5.2

billion barrels on federal lands alone

In its recovery estimates, the USGS determined a minimum field see of about 25b million barrels was needed for an ANWR
all field to make economic sense at $26.20 (2004 dollars), and the agency used that cut-off to eliminate smaller fields from

its projection
However, it is possible that oil recovery from ANWR could lotal less than 5 billion barrels.

USGS estimates technically recoverable reserves on lhe basis of ‘broad geologic knowledge and theory'. Theory aside, the
reality is there might be a lot less oil or a lot more. The 10 3 hillion barrels of technically recoverable ail is lhe mean or 50%
ostimate. In the low case the agency sees only about half of this cil being there. As the agency S3id in its ANWR economics
report 'Until a systematic subsurface evaluation is accomplished, uncertainty about ‘he size and nature of lhe resource will

remain significant*'

(I) USGS Fad Srel f S-07801siipefivkdes. FSO40 98), Al 2001, Atmcr’ﬂld’dWNLbFEﬁga 102 AW PetrdeumAssessment 1998 Irduding
Eoonorric Aretyso

|2| Eccnomu ol UndisaMrrod Odtftf** 10PAr*a ol the Arcbe HutanMAAUMDReljgo by Err4 D Alfcyum ANWR Assessment Tran, U S Godogenl
Survey Open F h Rrpy- 980)4 at EA-25



This forecast of commercially recoverable reserves is also very sensitive to oil prices. USGS officials calculate thal about
40% of the ol from federal lands economically recoverable at $26.20 a barrel (2004 dollars) would be uneconomic to
produce at $19.60 a barrel (2004 dollars). Tho minimum field size for economic development would double from 256 million
barrels to 500 million barrels at that price, putting a further strain on productioi estimates.

The USGS acknowledges in its report that il does not predict what the industry will do, only whal is possible and economic
given the volumes and distribution of oil believed lo be there and the costs and prices assumed. Trie industry might have
different views of those costs and prices, or believe that the risks associated with the area require a retum higher than the
12% hurdle rale assumed by the federal agency. The USGS analysis is also ‘time independent,” in that Ihe agency makes
no assumption about how quickly industry would move lo explore and develop ANWR.

In addition to looking at possible reserves and possible production, it is important to remember thal these reserves would not
be produced immediately after federal approval of oil and gas development in ANWR. It would lake time to hold a lease sale,
undertake required environmental studies and explore, discover and build production facilities and pipelines lo carry oil lo

market through the trans-Alaska pipeline.

The western border of ANWR is 50 miles east of the Irans-Alaska ail line, far enough away to require an oil field large
enough to support the economics of building its own processing facilities and regional pipeline. In addition, the producers
would have lo pay to transport this oil to market. USGS estimates developers would need a $410 million (2004 dollars), 85-
mile pipeline from lhe western area of ANWR to reach the trans-Alaska oil pipeline, with an additional 50 miles of pipe (at
almost $220 milllion in 2004 dollars) to bring oil lo market from the eastern area of ANWR.

This regional pipeline, coupled with Ihe cost of feeder lines from various fields, would add between $1 30 and $1.90 (2004
dollars) in transportation costs to each barrel of oil coming out of ANWR.

Meanwhile, the U.S. Energy Information Administration estimates it would take seven to 12 years for the first ail to flow from
Ihe dale of congressional aclion.(J,For Ihis reason, we estimate first il will flow from ANWR in 2014, nine years after
assumed congressional approval in 2005.

How much oil could flow in 2014 would depend on how quicxly exploration starts and how intense the effort, the size of any
fields discovered, and Ihe speed at which the fields are developed Regarding field size, the USGS projects about a 50%
chance of a major field at between 1 billion and 2 hillion barrels, and be'ieves there will be three lo five fields with between

500 million and 1 billion barrels.

Although the agency believes there is a very small chance of finding a mega-field such as Prudhoe Bay's 13-plus billion
barrels, the anticipated ANWR field sizes are large by most othor standards, with tho first field to come online projected at
three to four times the size of Alpine, a little smaller than Kuparuk. The agency believes the next largest fields likely lo be
found and developed would be about VAlimes the size of Alpine’s 400-plus million barrels.

(3) Patentia Ol Prodixton Iram#toComWPIw d I Arctic Moticrd WWUIito Rolije Yodard A iisiment (2000) by E/ergy In<ftnit=jti AdmmiraUin
Rosouran and ProdLtion Drman



We believe that large fields in the western area of ANWR (the “undeformed” area where rocks are generally horizontal, as
opposed to the eastern area of ANWR where the rocks are deformed, or folded and faulted) will be explored and produced
first, followed by larger fields in the deformed area The last fields to be developed, we assume, would be smaller fields in
the western and then eastern area, and we also assume field development would be staggered in three-year intervals, a
very aggressive development schedule.

Based on these estimates and assumptions, five fields with a total of 3 billion barrels of reserves would be brought online by
2030, requiring approximately an additional $700 million in exploration and development spending per year.

With this aggressive spending program, production could reach 220,000 barrels a day by 2015 and almost 400,000 barrels
per day by 2024.



Al our estimated long-term oil price of $25 50 per barrel for North Slope crude, ANWR production could yield $500 million a
year in royally and production tax revenue by 2024 Of that. 60% would come from the slate production tax and 40% from
the state s share cf federal royalties (assuming the state retains a 50% sharo of the royalties)



4. Oil Revenue

Figure 4-1. FY 2004 Oil Revenue
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General Discussion

The slate receives oil and gas revenue from four sources: oil and gas production tax, property lax, royalties and corporate
income tax The bulk of the revenue goes into the General Fund for general purpose spending. Of the royalties. 25% goes
into the pnnapal of the Alaska Permanent Fund and 0.5% goes into the Public School Trust Fund There also are two
other funds that receive specific ol and gas revenues: the state’s share of all lease bonuses from the National Petroleum
Reserve Alaska (NPR-A) goes into lhe NPR-A Fund  and settlements of tax and royalty disputes between Ihe state and oil
and gas producers go into the Constitutional Budget Reserve Fund (CBRF)

The figure below shows the actual amount of each tax and royalty source in FY 2004

As can be seen from tho figure, royalties and the production tax constitute the largest part of ail revenue — both restncted
and unrestricted This section begins with a discussion of these two revenue sources, both of which are dnven by price
and volume. We then review the price forecasting methodology that underlies this biannual report, as well as explore how
market pnees determine wellhead value We also review our production forecast, and close this section with a discussion
of wl and gas property taxes, at and gas corporate income taxes and the restricted portions of oil revenue.

@7 WITA Tvsone rul r* IUWivih \tvrt @11 A-Jtr'xm ¢ rfEgtormvvr= it rfvk.)
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Unrestricted Oil Revenue

Table 4-2 . Unrestricted Oil Revenue Projections
Actual FY 2004"'and Projected FY 2005-2015

Smillion
Fiscal Property  Corporate Production Tolal

Year Tax IncomeTax Ta* Royalties"1  Qil

2004 47.3 2988 6519 1,056.1 2054 1
2005 472 404.0 7983 1,4191 2.668.6
2006 453 2960 568 9 1,061.7 19719
2007 422 2150 462.8 9318 1.6517
2008 400 1880 4004 73C5 1,3589
2009 375 1800 3657 689.7 12729
2010 37.3 1750 3465 6861 1,244 9
2011 368 1760 3553 6903 1.2584
2012 361 1820 3158 6694 1,203 3
2013 353 1810 2824 629 4 11281
2014 345 1760 2503 6073 10681
2015 338 1710 2208 574 1 999 7

WAt haenr  fulynoeXN tottoCormpieherw* Al FrvmuX Rfpert
|?) Includes tonuvw irxJ rrtwet

piland (ins Production Taxes

All ol and gas production in Alaska — oxcepl tho federal aw sta e royally share —is subject lo Ihe stale's production
ta«es Tho ta*es consist of tho ol and gas production la* and a hazardous release surcharge levied only on ol All of these

Uuos are collected on a monthly basis

Oil Production Fax

The ta* rale for oi depends on the ago of tho field and tho Economic Limit Factor (ELF) The ELF depends on total daily
04 production and average daily per well production from each producing field

Tho statutory production ta* rate on of is 12 25% of its value at the pant of production for the fust five years of field
production and 15% thereafter There is a minimum ta* of 60 cents per ta*ab»e band

Tho effective t,u rate is calculated by multiplying the statutory ta* rato. even if *Lis tho minimum 60 cents per barrel times
the ELF Tho ELF formula for oil production is

| (Ss&QM, A M, U
vdumnl

ELF* 1-[300«
vauo
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The ELF formula results in lower effective tax rates for smaller, low~production fields and higher lax rales for larger, highly
productive fields. There is a unique ELF for every combination of total daily field production and average daily per well

production.

The taxable value of ail is determined by deducting allowable marine and pipeline transportation costs from the
destination value of the ail al its disposition point. This point is defined as either a third-party sale or delivery to the
producer's own refinery The destination value for most dispositions is tied by regulation to the West Coast spot price of

AMS crude oil
Natural (Ins Production Tax

The statutory production tax rate on natural gas is 10% of its value at tho poinl of production, regardless of the age of the
field. There is a minimum tax of 64 cents per thousand cubic feel

To calculate the effective tax rate, multiply the statutory tax rate, even if it is the minimum 6 4 cents per thousand cubic feet,
by the ELF. The ELF formula for natural gas production is

ELF = H3000/PPWI
FPiY = average gas producton perwell per day fromne txM mthousand cub* feer

If thoaverage daiy perwol gas producton froma f>cdis Kessthan 3000 cube Icet. the
ELF is zero and nogas product-ontaxes are assessed

The taxable value of natural gas depends on tho location of its disposition and its use For Cook Inlot production, the value
for gas sent to Japan as LNG is based on tho sates price in Japan less manno. processing and pipeline cosls, the value for
sales to the Nikisk; fertilizer plant is mdoxod lo the current market price of anhydrous ammonia the value for sales for local
uso is based on tho averago sales price for the contracts mehed each month The small volume of taxable North Slope
gas production is valued for tax purposes using the following formula linking il to tho value for North Slope crude aill

ANS Gas Taxable Vatue'rdtioncube leer 010 (average ANS ot per bond netback value)

lHHu/Mnlmn Release Surdmri»r

Thu tax was enacled following the 1569 g'ounrtmg cf the E >»on Valdez to prov.de an emergency fund lo deal with
hazardous substance spdts

The surcharge is comprised of two components (1) a 3 cents per barrel charge on an at production, except federal and
staio royalty barrels, and (2) an ajditonnl 2 cents per barret charge on an oil production except federal and stale royally
barrels whenever the bailee mthe state Ot and Hazardous Substance Release Prevention and Responso Fund falls
trlow $50 nvdon Tho bat.-uve of the fund was $50 ration or grootet for aC ot FY 2004. so the surcharge was 3 cents per

barret ftr tho entre fiscal ye /



01l Royalties

Almost all Alaska oil and gas production occurs on slate lands leased for exploration and development As Ihe land owner,
Ihe slale earns revenue from leasing as: (1) upfront bonuses. (2) annual rent charges and (3) a retained royalty interest in

oll and gas production.

Generally, the state issues leases based on a competitive bonus bid system. It has always retained a royalty interest of at
least 12 5%. The vast majority of current production is from leases that carry thal rate. Some currently producing leases
carry rates as high as 20%. and some leases also have a net profit-share production agreement

State oil and gas leases provide that the state may lake its oil royally in barrels (in-kmd) or as a percentage of the
production value (in-value). In 2004, lhe stale look approximately 56,200 barrels per day of Prudhoo Bay production in-kind
and sold it lo the Williams AJaska Petroleum Company and its successor, Hint Hills Resources, tor their refinery in North
Pole The state’s royalty share of Alaska North Slopo production amounts to about 123,000 barrels per day

The royalty oil taken in-value is valued according to a formula using a market basket of sp | crude oil prices closely
approximating the ANS West Coast spot price of oil less a transportation allowance back to the lease.

Oil Pnxhiction Revenue Forecastinu Melhtxlolonv and Assumptions

The forecasted value of Ihe slate s anticipated oil production is based on projections of the destination market pnee of oil
and the cost of shipping oil by pipeline and tanker to market The forecast is the product of a formal oil pnee scenario
meeting that includes state economists and financial professionals from the Department of Revenue, Department of
Natural Resources. Department of Labor, the Governor's Office of Management and 3udget and the University of Alaska

To develop a production volume forecast, the Department of Revenue uses an engineering consultant in conjunction with
assistance from the Alaska Department of Natural Resources and the AJaska Oil and Gas Conservation Commission This

production volume fcrecast is developed from estimales of ol and gas production by field

Oil Price lon cast

Qil prices have risen to historically high levels since our last forecasl Unanticipated worldwide rapid demand growth has
exceeded oil production, significantly drawing down inventories and consuming almost all available spare production
capacity This has happened in a world that is increasingly concerned aboul both socunty of supply from the Mddle East
and sufficiency of excess capacity to meet any potential interruptions of supply

Review of NNflirt Hav Hanpcencrl Since theSurinn Revenue Korecavt

« According to the Intemational Energy Agency. 04 consumption has cor.hnuod lo grow at a torrid pace Of consumption m
China is projected to grow by 16% in 2004 Ol consumption globally is on course o increaso from 2003 tu 2004 hy 3 3%

the biggest annual increase S3e 1988

» OPEC production continues loincreaso currently a.eragng just over 30 rrvi.on barters per day compered lo an average
production rate of 26 8 mfbon barrels p« day in 2003

* Non-OPEC production has ofso increased, with antco! production rates assessed at 27 4 ros-on barrels per day
compared lo an average of 25 5 radon brvrots per day in 2003 Increases m the fonmer Sonet Unon and West Afnca

account for virtually all of tfw increase



* With demand up and supply lagging, oil and oil-product inventories remain at historically low levels. At the same lime, the
dollar continues to De depressed in value relative lo other major world currencies, pushing oil prices higher lo compensale
for the weaker dollar used as the International currency for nil trades. Meanwhile, the insurgency in Iraq continues to

contribute to supply security concerns.
Short-Term Oil Price Forecast

Qil prices continue at historically high levels, Ihough history suggests at some point there will be a downward correction.
Given the state of market fundamentals, however, prices could temporarily even go higher. Meanwhile, high oil prices
could sow the seeds for lower ail prices as both supply and demand responses occur. Looking ahead 30 months, we have
put together two oil price scenarios. The low-price scenario assumes factors that push down prices. Accordingly, the high-
price scenario is the opposite The components of each scenario are in the table below.

fable 4-3. Fall 2004 Oil Price Scenarios

Low-Price Factors

« China's groath slows next year due togovernnent policy and intemational pressure, while financial
overheating and high ail prices slew Chinese export groath

* US andemerging Asia nations economies slowdowninresponse lo high ail prices

» OPEC's rapid Increase in production capacity ailons OPEC gronth toexceed a sloning consunption
gronth, a supply dut begins ti develop

» The political unrest in the Midde East tails lo nave any discemaole effect an all supply availability
Investmentsin Russia. Atnca and Canada add toworkfwide p'oductien.

H'Qh-Price Factors

» The palitical unrest mthe Modv>East and other ol produorg regons periodically results indisruptionsin
productionand shiprments toglobal merkets

« China’s remarkable econormic groath continues

 Production mooases by OPEC and non-OPEC suppliers aro notable lo keep pace with continued robust
corsurphongonth

Orunnf/mirm of Petroleum Kxnorlfin; Countries

In some ways, OPEC may havo contributed to the upward momentum in oil prices wo have seen since last spring In
hindsight, it is hard lo behove that only last February OPEC announced it would lower its quota by 1 million barrels per day
— 1o 23 5 million barrels per day effective April 1 At the time the cartel s viow was thal lhe market would require an output
reduction in order to proven! oil prices from falling On March 31. OPEC confirmed its commitrnenl to this reduction in
uude oil jKoducbon A prelim-nary estimate for OPEC March producbon was 25 7 million barrels per day, moro that 2

million barrels per day above tho new quota for April

OPEC, however, realized by early summer that demand was putting stress on available supplies, and increased its quota by
2 million tarrels per day in July, with a further increase of 0 5 million barrels per day in August By September, OPEC
product*™* was estimated at 2 million barrels per day over the quota in a high poce market that attracted tho usual practice

of nations with spare capacity exceeding their quotas



Current ANS Oil Market Situation

Alaska North Slope prices for FY 2005 have been at historic levels, averaging around $42 per barrel from June lo Oclober
2004. The price of benchmark West Texas Intermediate (WTI) has averaged $44.50 per barrel, implying an average
discount for ANS of about $2.50 per barrel This is 80 cents per barrel more Ihan the five-year average of $1.70 per barrel.
The WTI differential widened to $6 per barrel in October 2004, as the sweet/sour spread globally began lo reflect the surge
of k iddle East sour crude onto the market. The disruption of production of benchmark WTI (a light sweet crude ail) due lo
Hurricane | n contributed to the widening of the sweet/sour spread. We assume the differential will continue to be wide
through the rest of 2004, but should narrow as we get deeper into the winter heating season in January and February.

ANS prices track the OPEC price basket of internationally traded crude oils and tend to price higher than the basket. The
OPEC basket is the benchmark that OPEC uses lo gauge the success of its production policy. Since January 2000, the
average ANS price has been $1.56 per barrel higher than the average OPEC basket price, ANS typically sells 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.

Prices Over the l.oni>cr Term

In Ihe fall 2002 revenue forecast, we increased our assumption for ANS oil prices over the longer term to 522 per barrel
We believed the accumulated evidence of OPEC's commitment to managing the market from 1999 through 2002, as well
as higher prices over this period, supported the increase. At that time, we chose to benchmark our price to the low end of
OPEC's target range Experience had shown thal the OPEC cartel is not perfect and that some cheating does occur, and
we did not want to err with a long-term price forecast at Ihe upper end of OPEC's target rate. Like all cartels, production
discipline in an organization — with only voluntary compliance — creates strong economic incentives for individual

members to overproduce.

OPEC tias dramatically increased production since April 2004 in response lo historically high oil prices One factor
currently driving oil prices upward is Ihe realization by market participants that OPEC has only a limited ability to increase
production without significant new investment. We believe this significant investment will occur in botn OPEC and non-
OPEC countries We also believe the longer prices stay at current high levels (they may not be as high as in 1981 adjusting
for inflations but they are still very high), the more likely there will be an effect on global economic growth.

In this forecast, we havo chosen to increase our long term price forecast to $25 50 per barrel This fomcasl target is an
average We expect ail prices lo continue lo exhibit extreme volatility and in any given year they could be much higher or
lower than $25 50 per barrel Many punriVis believe that oil prices above $30 per barrel should be expected over tho next
four or five years This could certainly fn however, based on our experience we are taking a more conservative

approach and opting for a number closer iu ..ie middle of Ihe OPEC price targot range



Figure 4-3. General Fund Unrestricted Revenue Forecast
Oil Price Scenarios

— ¢— Low Scenario

Reference

Ugh Scenario

Table 4-4. Oil Price and General Fund Unrestricted Revenue
Reference Oise Compared to Low and | ligli Oil Price Scenarios

FY

LowCase
¥ barel  Smiilion
382 2.660.6
2905 1.9601
2515 16342
2550 1.7005
2550 1,6156
2550 15836
2550 1,6031
2550 15492
2550 14752
2550 14162
2550 1.3486

Reference Case Hoh Case
Stowe! Smiltion $bael  Smillion
4361 29855 4430 30076
3k 50 23006 308 26346
3095 19869 3645 23214
2550 17005 2550 17005
2550 16156 55 16156
2550 15836 2550 15886
255 16031 2550 16031
2550 15492 2550 15492
2550 14752 2550 14752
2550 14162 2550 14162
2550 13486 2550 1.3486



Other Transportation and Production Costs

Transnortation Costs

The mandated replacement of vessels without double hulls with new, more expensive double-hulled vessels, and the
continued use of smaller qualified vessels to replace larger vessels retired by compliance with lhe Federal Pollution Act of

1990 is likely to increase transportation costs in the future.

Trans-Alaska Pipeline System (TAPS)Tariffs

Tie TAPS tariff is determined according to the TAPS Settlement Methodology, a rate-making method approved by the
Federal Energy Regulatory Commission that allows 'J.a TAPS owners to recover their costs, including an allowance for
profit. Under Ihe agreement, future tariffs will be determined by operating cost trends, the production rate and inflation
Preliminary negotiations between Ihe state and pipeline owners have already started to revisit the TAPS Settlement

Method, which is scheduled to expire December 31, 2011

TAPS tariffs are filed on a calendar year basis, with new tariffs taking effect January 1each year. The expected tariff filing
for calendar year 2004 is S3 02 per barrel The fall 2004 forecast assumptions table below contains projected tariffs for FY

2004-2015
Feeder Pipclii.c Costs

Additional transportation costs are also incurred to move the various crude oils that compose ANS from North Slope
production fields to Pump Station No. 1 of the Trans-AJaska Pipeline System. These include both feeder pipeline charges
and other cost adjustments to account for the different qualities of oil entering the North Slope pipelines as well as market-

location differentials for in-state sales See the table below

Wellhead Price

The combination of ANS wellhead value and production volume by field form the basis for both state production taxes and
royalties The wellhead value by field is calculated by subtracting the relevant marine transportation and pipeline tanff
costs (as well as adjustments for North Slope feeder pipelines and pipeline quality bank) from Ihe appropriate destination
value. The table below reflects this calculation for FY 2004-2015.

Table 4-5.  Full 2U04 Forecast Assumptions

S per barrel
Other
Fiscal ANS TAPS Deductions & AVE
Year Price Transportatcn Tartt Adiustments *»  Vfetioad
2004 3174 161 305 030 2678
2005 ™ 4361 160 309 000 3883
2006 3150 165 322 017 2946
200? 3095 170 325 021 2579
2008 2550 175 323 026 2026
2009 2550 i eo 320 026 2016
2010 2550 IAS 319 036 2010
2011 2550 190 315 045 2000
2012 2550 195 306 049 2000
2013 2550 200 317 052 1901
2014 2550 205 328 054 1962
2015 2550 210 341 066 1943
(DCEMBSMarX (iGHisisth  fisrk aisd os txamn ad Al ricrraion

f7)FY 20C8rtxOw revxW rternvk:t]trju f 70M



01l Production
We have made some minor changes in our ANS oil production forecast. The changes are summari:od as follows:

< We have delayed Ihe startup of Point Thomson one year from 2008 to 2010 pending negotiations b itween the stale
and developer ExxonMobil.

m We have accelerated and increased production from West Sak due lo lhe successful application of drilling
technology used lo complete horizontal multi-lateral wells and the sanctioning of a new drillsite at J-Pad. We now
believe thal West Sak will produce close lo 80,000 barrels per day by 2010, compared to our fall assumption of
roughly 50,000 barrels per day.

m We have accelerated NPR-A development by one year, with production assumed to start at roughly 20,000 barrels
per day in 2011 and peak at 70,000 barrels per day in FY 2014

* We have increased Alpine's near-term output to reflect recently announced facility expansions.

« A review of development plans and production performance at producing fields has resulted in a very modest
decrease in Milne Point production,

Figure 4-4 illustrates how Ihe development timing can affect the production forecast over the next 12 years. The decline
between FY 2005 and FY 2009 illustrates thal until a combination of heavy oil (West Sak), NPR-A, Point Thomson and
other new fields come on line, ANS production will continue to decline modestly year-to-year

Figure 4-1, Alaska North Slope Production



Tabic 4-6. Alaska Oil and NGL Production
million barrels per day

Actual Projected
FY 2004 FY 2005 FY 2006

Prudhoe Bay 0419 033 0368
Mohight Sun 0005 0004 0003
Polaris 0003 0003 oo
Qiion 0003 0008 0015
Aurora o011 0009 o011
Borealis 0032 0027 0029
Kupark 0155 0144 0141
West Sak 0009 0015 0030
Tabasco oo 0005 0004
Tam 0031 0027 0022
Mettwater 0005 0009 0011
MilnePoint 0030 0030 0026
Schrader Blutt 0020 0021 0025
Endooo 0020 0022 0023
Lisbume 0010 0010 0010
Point Mcintyre 0038 0038 0038
rtiakuk 0012 0.010 0008
Alpre 0099 0102 0112
Nortstar 0066 (%M 0053
Total ANS 0960 0934 0932
Cook Inlet 0029 0024 0222

Total Alaska 1010 0958 0954



Petroleum Property Tax

An annual tax is levied each year on Ihe full and true value of property taxable under AS 43.56. The lax on oil and gas
property is the only statewide properly lax. The valuation procedure for three distinct classes of property — exploration,

production and pipeline Yansportation — is desenbed below.
Kxploration Property

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

general price levels.

The stale appraiser gathers raw data for determining market value by reviewing the details of equipment sales,
attending auctions and reviewing trade journals This dala is then applied lo Ihe taxable property, taking into account

age, capacity, physical and functional obsolescence.

Production Property

Value is determined on the basis ol replacemenl cost new less depreciation, based on the economic life of Ihe proven

reserves.

In Ihe case of an offshore oil or gas platform or onshore facility, the number of years of useful life is delermined by
estimating when lhe facility would reach its economic limit, not on the basis of the projected physical life of Ihe properly
The time penod until Ihe eslimated operating revenue would equal operating expenses plus the current age of the
facility equals the total life The depreciation factor for Ihe faalily equals the years o' remaining life divided by Ihe total

lifo.

Pipeline Transportation Property

The full and true value of taxable pipeline property is determined with due regard lo the economic value ol the property
based on the estimated nto of tho proven reserves of gas or unrefined oil that will be transported by the p peline. Wo roly
upon several standard appraisal techniques to value Alaska pipelines Wo pnmanly rely on Lhe incomo method under
which the value is the net present worth of all future income streams of the pipeline The Trans-Alaska Pipeline Irom
Prudhoe Bay represents more than 95% of Alaska's taxable pipeline transportation property

The table on the next page illustrates the property lax distribution between local communities and tho stale for FY 2004
The property value is assessed by Ihe slate Alocal tax is levied on the state's assessed value for oil and gas properly
within a city or borough, and is subject to the local property tax limitations established in AS 43 29 080 and AS

43 29 100 Il a municipality has a tax rate of 20 mills or less, the state's mill rate is effectively 20 mills minus Ihe local

rale



Tabic 4-7. FY 2004, Distribution ofthe Petroleum Property Tax

Smillion

Munidpelities Gross Tax Local Share Slale Share
North Slope 2068 1929 140
Unorganized 271 00 271
Valoez 133 133 00
Kenai 122 73 49
Fairbanks 54 43 11
Anchorage 09 08 02
Other Municipelities"1 01 01 00

Total 2658 2187 473

(D Gher muncwlites indirie Matanuska-Susitra 9N jugh, Gardovaand Httier.

Petroleum Corporate Income Tax

A petroleum corporation's Alaska income lax depends on the relative size ol its AJaska vs. worldwide activities and Ihe
corporation's total worldwide net earrings The corporation's Alaska taxable income is derived by apportioning its
worldwide taxable income lo Alaska using Ihe average of three factors: lhe proportion in Alaska of Iho corporation's (1)
tanffs and sales, (2) oil and gas production, and (3) oil and gas property. We begin our forecast by estimating tho statistical
relationship between historical collections ot tax, tho value of Alaska il production and refinery margins. Wo then adjust

the forecast for carryforwards and refunds

In FY 2005, Ihe carryforward and refund adjustment is under $40 million This adjusiment is a result of oil companies
overpaying their estimaled quarterly incomo laxes. We are forecasting a 35% increase in petroleumn corporate income tax
revenue due to higher crude oil pnees and continued high refining mtrgms in FY 2005 In FY 2006, we are projecting
rovenue will decrease as a result of lower oil and gas pricos and falling refining margins



Restricted Oil Revenue

The table below reflects restricted oil and gas revenue.

According lo Article IX, Section 15 of the Alaska ConstituLon, a minimum of 25% of all mineral lease rentals, royalties,
royalty sale proceeds, federal mineral revenue sharing payments and bonuses received by the state must be 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. As explained earlier, settlements with or judgments against the ail industry involving tax and
royalty disputes must bo deposited in the CBRF, although in FY 2004 all CBRF deposits were lax related.

fhe slate is entitled to 50% of all bonuscr, rents and royalties from oil development activity in the federal NPR-A. All such
revenue flows into Lhe NPR-A Special Revenue Fund. All of the revenue in the fund each year is available for appropriation
in the form of grants lo municipalities that demonstrate present or future impact from NPR-A oil development. Of the
revenue not appropriated to the municipalities, 25% goes to the Permanent Fund, 05% goes to the Public School Trust
Fund, and the rest may be appropriated to the Power Cost Equalization and Rural Electric Capital;zation Fund. Any
remaining revenue after these appropriations lapses into lhe General Fund.

Tabic 4-8. Restricted Oil Revenue
Actual FY 2004"- and Projected FY 2005-2006

S Million
Actual Projected
FY 2004 FY 2005 FY 2006
Restricted
Royalties to Permanen; Fund &Public School Fund
Royalties, Bonuses and Rents tothe Permanent Fund 3550 475.7 3558
Royalties, Bonuses and Rents to lho Public School Fund LI 95 LI
Subtotal 362 1 4852 3629
Tax Settlements tothe CBRF 84 200 200
NPR-A Royallios. Runts and Bonuses U 119 Li?
Total Restricted 3730 518 1 3908

(1) ActLaishert) rotbwn Ifyincit< ot Cer<tdinsiv AkeuVBmnoal Repart



5. Other Revenue (except Federal & Investment)

Figure5-1 FY 2004 Oilier Revenue (except Federal & Investment)
S0.8 bi'lion

Tabic 5-1. Oilier Revenue (except Federal & Investment)
Actual FY 2004 "and Projected FY 2005-2006

S million
Actual Projected
FY 2004 FY 2005 FY 200I
Unrestricted
Taxes 1858 2061 2186
Charges for Services 11 131 131
Fines and Forfeitures 160 128 128
Licences and Pemuls 410 404 420
Rents and Royalties 78 81 81
Other m Ifii 174
Total Unrestricted 2979 2939 3120
Rest"dcd
Taxes 812 781 77
Chargos for Services 2260 2449 2449
Finos and Forfeitures 268 265 265
licenses and Permits 287 287 287
Rents and Royaltios 51 51 51
Ottier 819 1969 1595
Total Restricted 4527 5802 5424
Total Other Revenue (excopt Federal &lnvestment) 7506 8791 844

1 Act** b= nortoon hity nawxnoW lothe Compwhenw ATUE Fracial Ropnrt



General Discussion

Income from sources other Ihan oil and slate investments includes non-oil taxes, user fees and licenses. Many of these
revenue sources are divided between unrestricted and restricted revenues; the amounts of each are reflected in Tables 5-
2 through 5-7. Restricted revenue includes money deposited in funds other than lhe Unrestricted General Fund. For
purposes of this forecast, restricted revenues also include receipts that the legislature customarily appropriates or sets
aside for a particular purpose or program, such as sharing of fish lax revenue with municipalities.

Other 1 axes

Alcoholic BecvcraucsTnx

Alcoholic beverage taxes are collected primarily from wholesalers and distributors of alcoholic beverages sold in Alaska
The per-gallon tax rates on alcoholic beverages increased Oclober 1, 2002, from 50.35 to 51.07 for beer, $0.85 lo 52.50
for wine, and $5.60 lo 512.80 for liquor. Qualifying small brewers continue lo pay tax at Ihe 50.35 rale for beer. Also, starting
Oclober 1, 2002, 50% of Ihe revenue is deposited in me Alcohol and Other Drug Abuse Treatment and Prevention Fund.
Because the legislature 'may use Ihe annual estimated balance in the fund to make appropriations to the Department of
Health and Social Services,' this revenue is reflected as restricted in the Revenue Sources Book

Charitable Gamitm

Under Alaska law, municipalities and qualified nonprofit organizations may conduct certain chantable gaming activities.
The purpose of these activities is lo derive public benefit in the form of money for (he charities and revenues for the state.
The Department ol Revenue collects permit and license fees, a 1% not proceeds fee, and a 3% pull-tab tax.

Corporate Income Tax

Corporations that do business in Alaska p3y a corporate net income tax unless they are organized under a special IRS rule
(Subchapler S) thal generally applies only (o0 small, closely held companies Subchapter S corporations, in general, pay
no stale corporate income tax m Alaska Other corporations that do business both inside and outside Alaska must
apportion their income to determine how much income they eamed here. Corporations other Ihan oil and gas corporations
apportion their income to AJaska by using a three-factor formula based on sales, properly and payroll Alaska taxable
income is determined by applying Ihe apportionment factor lo the corporation’s modified federal laxable income.
Corporate tax rales are graduated from 1% lo 9.4% in 510,000 increments of AJaska laxable income The maximum rate of

9 4% applies lo income over 590,000

nicctric ('ooperativc and Telephone Cooperative Taxes

The electric cooperative and telephone cooperative laxes dale back lo 1959, when U first Alaska legislature enacted the
electnc and telephone cooperative lax lo promote cooperatives arouno Die stale Tho olcctne cooperative lax is based on
kilowatt hours furnished by qualified electnc cooperatives recognized under Title 10 of Alaska statutes, the lelephone
cooperative tax is levied on gross revonuo of qualified telephono cooperatives under Titto 10 Revenue from co-ops
localed in municipalities is treated as roslrictod rovenuo in this forecast because it is shared 100% with tho municipalities



Estate Tax

This tax is levied on the transfer of an estate upon death The Alaska estate tax is tied to the federal lax The amount of the
stale lax equals the maximum slale credit allowed on the estate's federal retumn As a result of changes to the federal
eslale tax, the Alaska estate lax will he phased out by calendar year 2005 All revenue derived from estate taxes is

deposited in the General Fund

Fisheries Business Tax

The fishenes business lax is the oldest tax in Alaska, dating from 1913 The lax is levied on businesses Ihal process or
export fisheries lesources from Alaska Although the tax usua'ly is levied on the act of processing, .no lax is often referred lo
as a 'raw fish tax' because itis generally based on the value pexd lo commercial fishers for the raw fishery resource Tax
rates vary from 1% to 5%, depending on whether a fishery resource is classified as ‘estabte'ed’ or ‘developing, and
whether it was processed by an on shore or floating processor Al revenue from the tax is deposi.ed in tho General Fund,
but not all of it is considered unrestnctod for the purposes of this forecast Each year, the legislature appropnales half the
revenue from tho tax lo qualified municipalities Given that this sharing formula is in statute, and that the legislature
customarily follows the statutory formula, this forecast oonf'ders Ihe shared revenues lo bo restricted

Fishery Resource Landing Tax

The fishery resource landing lax was enacted m 1993 The tax is tewed on processed fishery resources first landed m
Alaska, and is based on the unprocessed statewide average vabe of tho resource The 'ax ts collected pnmaniy from
factory trawlers and floating processors lhal process fishery resouiccs outside tho state s 3-mle kmt and bring therr
products into Alaska for shipment The ta< rates vary from 1% to 3% based on whether the resource is classified as
‘established* or ‘developing' Afl revenue denied from tho tax ts deposited in the General Fund However, by statuto. 50% rs
available fcr sharing with munopakfies along the same fines as the fisheries business tax and this forecast considers tho

shared revenues to be restricted

Insurance Premium Fax

Insurance companies m Alas* a do not pay corporate income tax or sates or ether eoso taxes Instead hey ray an
insurance premium tax Receipts Iron this tax are deposited n the General Fund However, receipts from Iho tax that aro
accounted for in tho Wooers Safety and Corrponsatcn Fund are shown as restricted

Mining License Tax

This is a tax on the net ncomc of al nn<ng prcperty m the state, rangng from OSlo 7% less oxpterabon and other
credits Except for sand and gravel operator* new mnng operations are exempt from the trwwsg kense tax tor a penod

of 37i years after produchon begro

Motor Fuel Tax

Tho motor furt fin dates from 1945 when a fin of 1cent p<r gjfijn was mposed on nl motor toe* The fin is lasted on
motor fuel sold transferred or used wthn Ales*a Motor fuot taxes are colccUid primarily from wbotosAWs and (festrfcutors
kcensed as qualified deaters Curent per gatan rates are 8 cents tor fughway use 5 cents tor marine fuel 4 7 cents lor
aviation gatcknc 3 2 cents tor yel fuof and n variable rate of 8 cents to 2 cents lor gasotof dependng on Vie season
location and EPA mandate VaftOus uses of fuel are exempt from fin ndwtej (e<us*| lor heatng or mfights lo or from ,i
foreign country All revonuo derived from motor luef fines n deposited shthe Goner.if Fund, but 60% of the taxes
attnbutabte to Bvtabon fuel sates at rrxnopaf n” cxts are shared sath the rr-partvo muraopottm. and hence considered

restricted tor purposes of to forecast



Rental Vehicle Tax

This is a 10% tax on passenger vehicle rentals of 90 days or less, and a 3% tax on rentals of recreational vehicles for 90
days or less. The vehicle rental tax provisions became effective January 1 2004

Seafood Assessments and Taxes

The Department of Revenue administers o™veral different programs that raise money through seafood assessments. The
money raised is then set aside for the legislature to appropriate for the benefit of the seafood idustry —either in marketing
or in management/development of the industry The four programs are the salmon marketing tax, seafood market”™
assessment, salmon enhancement tax and divi fishery management assessment On January 1, 2005. the seafood
marketing assessment will increase from 0 3% to 9.5% of the ex-vessei value of seafood products produced in AJaska and
the salmon marketing tax will be eliminated The rate? tor many of these assessments are determined by a vole of the
appropriate association wihin the seafood industry or by nembers of the AJaska Seafood Marketing Institute  Although all
revenue received under these assessments is deposited ir. the General Fund, for purposes of th-s forecast it is treated as
restricted revenue With the exception of the salmon enhance.i«ul ‘ax, all other seafood assessments are reflected under

the Charges for Services section of this forecast
MotorVchide Tire fee

The tire fee has Two components The first component is a tax of S2 50 on all new tires sold in Alaska for motor vehicles
intended fcr highway use This part became effective September 26. 2003 The seoond part of tne law imposes an
additional $5 fee per tiro on al new tires with heavy studs, and 55 on tho installation ot muds on a previously un-studded
tire This component of tho taw became offeefcvo July 1 2004

Tobacco Tax

Tho tobacco tax dates from 1949. when a tax of 3 cents per pack of cigarette* and 2 cents per ounce of tobacco was
enacted Tho tax is lowed on ogarottos and tobacco products sold, imported or transferred into Alaska Tobacco taxes are
coxeciod pnmariy from kensod wholesalers and distributors Tho tax rate on ogarottes WJl increase from $1 lo SI 60 per
pack on January 1 2005, to $1 80 on July 1 2006 and to 52 onJuly 1 2007 The tax rate on other tobacco products —
such as c-gars and chewing tobacco - * 75% of the wholesale pnee Tho 76% of cigarette tax revenue that is dcpositod
mthe School Fund changes to 47 5% on January 1 2005. to 42 2% on July 1 2006 and lo 38% on July 1, 2007 Although
the reminder of tho ogaretio tax revenue is deposited into tho General Fund 8 9% is allocated to the Tobacco Use
Education and Cessation Fund Alt other tobacco products lax rovenuo is deposited in tho General Fund and dft cigarette
"li*v.i o; 1 tj tr«K>vi' | ,vO doposited M tho School Fund Rcvenoo deposited in the School Fund ts dedcated

to the rehau,,t*u> cC.c'n iep<M and insurance costs of schod faoi*t»es statewide



Tabic 5-2. Oilier Tax (except Federal & Investment)
Actual FY 2004 "’ and Projected FY 2005-2006
S million Actual Projected
FY 2004 FY 2005 FY 2006

ynrgitfisiQd
Sales and Use Taxes
Alcoholic Beverages'1 163 159 159
Cigarettein 94 149 271
Other Tobacco ProductsA 66 6.7 72
Insurance Premium 437 458 471
Electric and Telephone Cooperative 02 02 02
Motor Fuel Taxes 42 393 393
Rental Vehicle TaxO 27 6.7 6.7
Tire Fees<n 0J 16 26
Subtotal 1209 1321 146 1
Corporate Incorme Tax 396 500 500
Fish Taxes
Fishenes Business 149 125 125
Fishery Resource Landing 15 U 13
Subtotal 174 154 154
Other
Mning 32 52 42
Estate 23 10 05
Chantabte Gaming U u 24
Subtotal 79 86 71
Total Unrestricted 1858 2061 2186
Sales and Uso Ta»cs
Alcoholic Beierages (Alcohol 4 Drug Treatment)1m 163 159 159
Insurance Premium (Worters Safety 4 Compensation) m 62 63 64
Electric and Telephone Cooperati»o fMunopai Sharo) 38 38 38
Cigarette (School Fund)'a 329 294 270
Cigarotie (Tobacco Use Cessation) * 00 08 27
Motor Fuel »Aviation ]MJnicipal Share) i 5% fii
Subtotal 5@% 560
Fish Tan*
Fisheries Business (Municigal Share) 144 144 1“4
Fishery Resource Landingﬁlnicipal Sharol 44 42 47
Salmon Enhanccment (Aquiacuture * ]SOCi.itcn Share) Il u U
SutioUt 218 27 217
Tctal Restricted 612 71 w7
Grand Total 2670 2842 29%6 3
(LAuMNred FFmISrdm)» r» Anru* ( rurcx* Ruort

re-v Ui 2e»=-PurruBl ji=a.ujnl frx p | Xvjjbst 1S inSwriclX/f 31
B TrIjVH n*-vr S™1» »V m irf mm3



Charges for Services

The revenues reported in this table do not include all charges for slale services — just those Ihal do not fit into olher
calegories in this report. Most of these receipts are restricted revenue because they are relumed lo the program where

they were generated.

The only unrestricted revenues listed in this calegory come from fees and olher program chaiger, that do not have
program-receipl designations, or are nol otherwise segregated and appropriated back to the program.

Marine Hitthway Fund

The revenue from certain transportation enteiprises is reported here as a charge for slate services. The Alaska Marine
Highway Fund is in the General Fund and receives the revenue from operations of the stale ferry system operations. The
legislature has discretion over how the revenue is spent, but because it is customarily spent on Alaska Marine Highway

operations, it is considered restricted for this forecas*

Prouram Receipts

The definition of program receipts under AS 3705.146 is ‘fees, charges, income earned on assets and other slale money
received by a state agency in connection with the performance of its functions. The statute then lists all programs with
program receipt authonty The statutory list includes many programs that are nol included in the Charges for Services
category because they are elsewhere in this forecast — such as federal receipts, trust funds and the Alaska Permanent
Fund — or are nol state money available for general appropnation. The table below lists some of the larger individual

programs and the receipts from those programs

Table 5*3. ( barges for Services
Actual FY 2004 "and Projected FY 2005-2006

Smillion
Adual Projected
Fy 2004 FV 2005 FY 2006
General Government 81 101 101
Natural Resources 13 13 13
Other 17 12 17
Total Unrestricted 111 131 131
Restated
General Goiernmenl 22 22 22
Natural Resources 07 07 07
Manno Hijhmay Receipts 6 470 470
Receipt Supported Services 882 843 &3
Statutorily Designated 733 900 900
Other IfiJ) il il
Total Resutfod 2260 2449 7449
Grand Toral 2371 2580 2580
(t) Fr 7004rr«<vo* oto™ N tiHe taenreng SyUmt loumnlreft  Confrtvinrvwe
r«Mrr.utict’ C Fr?00S*v] 7006 hemff*CucwcAt ti'a™ Wi<4rvIBud=>*HrwjiVWei k< ~no«{ii-| ‘rertcos
niKaftMfpOriMM WM

(]Fy?X*loe»* rmVVillIMUtrv Ju c V Ir» i(.-toym RCA»IV«|IMLr i SW W m M [J{m kfl] Ir{*»i(t-
PXC*SHIATdd) cafrOpacOTMOMonID 7n*on|*r«OCEDtwyis»Mk Nwil<iimdhri) T 7008andXCYinvrorvnan
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Fines and Forfeitures

This calegory includes civil and criminal fines and forfeitures, and money received by lhe slale from lhe settlement of
various civil lawsuits. The majority of the receipts under this category are from tobacco litigation and other settlements.

Tobacco Seltlcment

The tobacco settlement was signed by 46 states (including Alaska) in Novermber 1998, The first p;yment from the
settlement was mr  in FY 2000. In 2000 and 2001, the legislature authorized the sale of 80% of the future revenue
stream from the tobacco settlement to a new public corporation, the Northem Tobacco Securitization Corporation, a
subsidiary of the Alasl *» Mousing Finance Corporation. The new corporation, in turn, sold bonds based on this revenue
stream, and paid to the s'ate the money ‘aised by the bond sale, which the legislature apprcy iated for schools, the
university and harbor projects Starting F 2002, the remaining 20% of Ihe settlemem revenue each year will be
deposited into lhe Tobacco Use Education and Cessation Fund. This forecast shows the 80% that goes directly to the
Northem Tobacco Secuntizatlon Corporation for payment of the bonds and the 20% that goes to lhe Tot™™n Use
Education ana Cessatic. ~und as restricted revenue.

Tabic 5-4. Fines and Forfeitures
Actual FY 2004 "'and Projected FY 2005*2006

S million
Actual Projected

FY 2004  FY 2005 FY 2006

Unrestricted

Fines and Forfeitures «60 m m
Total Unrestricted 160 128 128
Restricted
Tobacco Settlement (Northern Tobacco Secure-Afcon Corjcvaton) e 171 169 169
Tchaooo Settlement (tobacco Use Educatcn &Ccssaton Fundi 43 42 42
Otwr il Si H
Total Restricted 26B 265 265
Grand Total 420 393 393
(1) Adiahr.r* notbowMiyrooocAed ol T Anrul Franca fipart

(?  hmicvtrwiM kvFV 2006 » d 2006 *« KenUSystotaxo row rraif>J6



Licenses and Permits

Liceinss and permits represent another source of government revenue derived from charges for participating in activities
regulated by the state. The majonty of the receipts under this category are from motor vehicle registration and fishing and

hunting license fees

Fishinu and Huntitm Licenses Fees

The majority of these fees are appropriated to a special revenue fund called Ihe Fish and Game Fund Money in the fund
may only be spent for fish and game management purposes.

Motor Vehicle Registration Fees

Most motor vehicle registration fees are unrestricted license and penmit revenue However, some registration fees are
reflected under restricted receipt-supported services.

Table 5-5. Licenses and Permits
Actual FY 2004 "'and Projected FY 2005-2000

Smillion
Actual Preceded
FY 2004 FY 2005 FY <
Unrestricted
Motor Vetodos 388 330 390
Otner Fees u u 15
Total Unrestricted 410 404 420
Restricted
Fishing and Hurtting
Hunting and Fishing Fees(Ftsh and Gar« Furvil 231 231 231
Sanctuary Fees (Fish and Game Fund) fij 2] QJ
Subtotal 232 232 232
Other Fees Si Si Si
Total Restrcled 287 237 287
Grand Total 697 691 707

(Aeturfl rewrti re* Pofrt W j tftxncfe] fcf r (jorprT*."* i/t Am»V Frunts* Reort



Rents and Royalties

The majority of the unrestrit'ed receipts under this category are from leasing, rental and sale of state land. Certain
restricted receipts are depotited in the Alaska Permanent Fund, Mental Health Trust Fund and Public School Trust Fund,

and these are reported elsewhere in this forecast

Tabic 5*6. Rents and Royalties
Actual FY 2004 "and Projected | Y 2005*2006

Smillion
Actual Projected
FY 2004 FY 2005 FY 200
Unrestncted
Land Leasing. Rental and Sale 65 65 65
Coal Royalties 11 14 14
Cabin Rentals 22 22 21
Total Unrestnded 78 81 81
Restricted
Land Leasing. Rental and Sale 21 LI Ll
Total Restricted 51 51 51
Grand Total 129 132 132

11 Aaus*invAt*er furyruxnc,+o totvsCompnthoow« Annoal FroncvV Ropnrt



Other

This category includes unrestricted contributions, unclaimed property and miscellaneous other receipts.

Unclaimed Property

Under the unclaimed property statutes, a person or business bolding abandoned property belonging lo someone else must tum
over the property to the stale to hold the property in trust until claimed by its rightful owner. Most unclaimed property is in
the form of cash (checking and savings accounts), stocks and bonds (including dividends) and safe-deposit box contents
Other property includes utility deposits, travelers checks and wages. Because nol all unclaimed property owners are
located, amounts received from holders exceed lhe refunds to owners. The Treasury Division maintains a minimum
balance in the trust account and periodically transfers excess funds to Ihe General Fund.

Dividends and Miscellaneous

The restricted portion of other revenues in this forecast indudes transfers, frequently as dividends, from component organizations
of state government, as well as certain miscellaneous revenues

Table 5-7. Oilier Revenue
Actual FY 2004 and Projected FY 2005-2006

Smillion
Actual Projected
FY 2004 FY 2005 FY 2006
Unrestricted
Misoellaneous 247 134 134
Unclaimed Property * 115 L2 19
Total Unrestricted 362 104 174
Restricted
Al3%va Housg Fnance Corporation * 393 662 431
Alaska Industrial Development and Erpofl Aulhonty ** 165 263 68
Alaska Municipal Bond Bank Authority * 08 15 03
Alaska Student loan Corporation < 20 606 850
Alaska Energy Authority” 03 11 11
Alaska Science &Technology Foundationl 48 00 00
Miscellaneous “ 212 212 212
Total Restricted 89 1969 1595
Grand Total 121 2153 176 9

(1) AtluVi tow v< tw*<i futy ikoooM toineOretttonww Arud Fnncill Repart
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(3 Ph*witj tam compond UK I lotKvri n tto ComprencriAvAmnual FranoafRACVW KV 20wort mtnvin kvn Bswe
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6. Federal Revenue

lable 6-1. Total Federal Revenue to the State
Actual FV 2004 and Projected FY 2005-2006

S million
Actual Projected
FY 2004 FY 2005 FV 2008
Restricted
Federal Receipts 19517 30193 3Q193
Total Restricted 19517 30193 30193

Source FY 2004ts Iramithe Conrprehonwe Ajykuil FrwoofReport (Cererdl Firxl and«Hatkar subArokandinon nvwyorspowV/ finvoaoue
fund). lodsfd revonuo®) FY 2006and 2006 catmate™ are providsd by theCificc o Maregenentand Buoetandare based anagency
pgectort*ae>rededfecera revenuss loludrapWandgooaaglbouctets

Federal govemment spending has figured prominently in Alaska's history and is still a major force today The federal fiscal
yoar (FFY) runs from October 1 through September 30. and in FFY 2003 Ihe federal government spent 57.9 billion in
AlaskaPart of lhal spending came from the activities of the various federal agencies, part was in lhe form of granls lo

stale and municipal governments, and still another pari came in paymcnls lo individuals

In FFY 2003. Alaska taxpayers rccetvod 51 89 mfederal outlays for every S1paid in federal (axes Per capita, more federal
money is spenl in Alaska than in any other sta’e. Federal expenditures in Alaska in FFY 2003 increased 4 2% ever FFY

2002

(1) Thuand tr» data lor (hoftjuies on the next page amo (romthe US CenxuxBureau ConxolVitod TVeral Fundx Report lor FY 2003 **vr oenxux gowfenxi’

VOOH&OOdfrpd
(?)US Cenvix Bureau TaxFoundaton x*Stato by State Tax Borden AJkxatOTI.VxH*w*tAifoundatiancfl)UingxporiVAvjh*T)



Figure 6-2. Annual Federal Spending Increase, Alaska and (he U.S.
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Figure 6-3. FFY 2003 Federal Spending per Capita, Top Six States
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Among federal agencies, the Department of Defense spends Iho most in Alaska, followed by the Department of Health and
Human Services Together, these two departments account for nearly half of all federal spending in lhe stale Not
surprisingly, a large portion of federal monoy flows into Alaska through salaries of federal employees However. 39% of all
fedora) spending is in the form of grants, mostly to state and municipal governments, but also to nonprofit organizations

In the state's Fiscal Year 2004, Alaska s government received and spent nearly $2 Mlion ol federal funds Federal funding
generally is restricted to specific uses, such as road improvements. Modicad payments and aid to schools Potential
changes lo federal law. differing federal and state fiscal years and changing numbers of eligiblo Alaskans in certain
programs make forecasting federal revenue difficult Tho estimates wo prosent for FY 2005 and 2006 aro from tho Office
of Managomont and Budget and aro based on slalo agoncy projections of oxpected federal revonuor



Table 6-2. Total Federal Spending, FFY 2003

By Agency By Category
Smillion percent Smillion percent

Defense 2307 29 Grants 3022 9
Healths Human Services 1569 20 Salaries &Wages 1617 20
Social Security 630 8 Procurement 1680 2
Other Agencies 3438 <3 Retirement 6 Disability 1041 13
Other Direct Payments 534 7
Total 7944 100 7944 100

Source US CGemus Bureau Gorsordlited Federal Funds Repart far FY 2003 vwnvoensus gor'rod " 2004puioeX) 3 ok

Il is importanl to note that the state routinely budgets for more federal money than it actually receives The legislature
authorizes slale agencies to receive and sjiend the maximum that federally funded programs might receive and need, but
the actual amounts normally tum out lo be ess Abo, some of the federal money appropriated for multi-year capital
projects is received and spent in years following (he one in which the money is appropriated

For FY 2005, the state is budgeted to recei/e S3 billion in federal receipts Most federal funding requires state matching
money The budgeted slate match in FY 20)5 is S282 million. All federal funds, whether spert In the operating or capital
budget, are restricted by legislative appropriation to specific uses The largest categores of federal spending budgeted for
FY 2005 are Medicaid ($673 million), highvrays and airports ($912 miillion) and education ($296 million, which includes
Kindergarten through high school funding and tho University of AJaska)



This page is blank.



7. Investment Revenue

Figure7-1 FY 2004 Investment Revenue
S3.5 billion

Table7-1. Total Investment Revenue
Actual FY 2004 and Projected FY 2005-2006

Smillion
Actual Projected
FY 2004 FY 2005 FY 2006
Unrestricted
Investrments of Govem—mental Funds 92 164 151
Interest Paid by Others 05 16 u
Subtotal 9.7 180 167
Restncled
Investments ol Governmental Funds 40 220 237
Constitutional Budget Reserve Fund 532 1183 1026
Other Treasury-Managed Governmental Funds 249 197 205
Alaska Permanent Fund13 3434 Q 20479 21897
Subtotal 3516 1 22079 23365
Total 35258 2.2259 23532

(1) Govemrrenta Acoounting Stancerds Bovt! (GASB) pfinopites reguvo therecogvionatchange” inthe vdue atinvestrents a*
axon®) of toise* at theend ot cech rgparting period whether theinvestrent tsodueSysdld of ot
(2) Tad Pofirerent Fund roatved and utViVirod eamings



Investment Forecast

To forecast investment revenue for the cui  t fiscal year — FY 2005 — we combine actual performance through
September 30 with a projection for the remainder of the year. Forecasts and estimated capital market median returns are
based on information supplied by the slate's investment consultant, Callan Associates Inc., and its five-year capital market

estimated returns.

Table 7-2. Callan Associates Inc.'s Five-Year Capital Market Estimated Returns

%I year
Median %/ year
Expected Expected

Asset Class Benchmark for Asset Class Return Risk
Equities

U S. Broad Callan Associate? 'ic. (CAI) Broad Market 90 16.9
U.S. Laige Cap Standard and Poors (S&P) 500 88 162
U.S. Small Cap CAl Small 101 235
InlemaiKXial Morgan Slanley Capital International EAFE 93 203

Fixed Income

Domestic Broad Mark et Lehman Brothers Aggregate 475 450
Dome .: Short Term (cash equivalent)  Three-Month J S. Treasure Bill 2,70 070
Domestic. Intermediate Term Merrill Lynch 1-to 5-Yrqr Government 400 3.15
international Salomon Brothers Non-U S. Government 465 9.60
Other'

Real Estate 76 165
Economy vanaUes

Inflaton 26 14

Tlieoctiruedwdilityinthewoodsfirendd markets mekes loous antheeipoctod rek adunms mitetableabove paticarly
gprqaiste Tronunbasipthaadomreresent ad4idical meesurocaked Sandard dhvigtion, whichisthe nost comronty ussd
meesured rak intheinesiment wald Thesararddbvigtiondlonsyoutoestinetoarangeinwhichyouwoudtaped resuitsto
tdltwothirdsa tretime Foreanpie Cdan astretes anaverageamug) retum (arthodorestickhroed rarket fried doonoesst
dassdl 4 TSSadanerpoded risklor thet asset dassaf* SN Thet nears Cdlanisforocedrg thet two thirdtt dl thelimetie
amud raumtar thedonrestic broedifixed inoomoasset dass™ / lal betweeno 35S (thenedanexpedtedaverageanud reumd
4 JiSmmuslhoeipodod riskd 4 54 and9 23¥thormedian rupeded retumptastivieipededinsk)

Theprobatorythel apartolar asset das* or partftoail raveaneggtivereumever agr"mpooode-tretsanather wayU
retiedttwrakimessof thet asset dassar pordde Trenwaiment xonesummay Mlesinlha sstonatrerevenLefaecast
nduCeanestinatedftheproovivdy o neceinordfurrslaroadi furdo<emare year paod



Unrestricted Investment Revenue

Unrestricted investment revenue is earned on the Genera! Fund non-segregaled investments managed by the Treasury
Division. Interest Paid by Others is interest received by Ihe state other than on its investments. Oil and gas royalty interest is

included in General Fund unrestricted oil revenue.

Tabic 7-3. Unrestricted Investment Revenue
Actual FY 2004 and Projected FY 2005*2006

Smillion
Actual Projected
FY 2004 FY 2005 FY 2005
Unrestricted
Investments 9.2 16.4 15.1
Interest Paid by Others 16 U
Total 97 18.0 16.7
Table 7-4. Investment Revenue Summary
Actual FY 2004 and Projected FY 2005-2006
Asset Allocation
Percent
Treasury Pool AHocabon Performance Benchmerk
Shortterm, Fned4ncome Pool 50% Three-Month U S. Treasury Bill
Inlermeditale-Term, Fixed-Income Pool 50% Merrill Lynch 1- to5-Yea* Government Index
Investment Balance September 2004.2004 $t,&317 million
Projected Annual Rate ot Return 335%
Probability ol negative Return Over 1 Year 252 %
Actual Total Investment Incomo. FY 2004 $ 13 2million
Projected Total Investment Incomo. FY 2005 $ 38 4 million
Projected Total Investment Income, FY 2005 $ 38 8 millon
$ million
Actual Projecled
FY 2004 FY 2005 FY 2006
Investment Revenue Unrestricted 9? 164 151
Investment Revenue Restricted' 40 m m
132 384 388

Total

(1 Includes suMMunos ot the Genera) Fund



Restricted Investment Revenue

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

Table 7-5. Restricted lines'nent Revenue
Actual FY 2004 and Projected FY 2005-2006

Smillion

Actual Projected

FY 2004 Fry2005  FY 2006
Restricted

Investments of Governmental Funds 4.0 220 237
Constitutional Budget Reserve Fund 53.2 1183 1026
Olher Treasury Managed Governmental Funds 249 19.7 20.5
Alaska Permanent Fund 34340 2.047 9 2189 7
Total Restricted 3,516.1 2.207.9 2,336 5

(1) A uTedissdandreslissdeamirgsromPamenert Fnd AN 7:10



Tabic 7-ft. CBRF; Invesimcnt Revenue Summary
Actual FY 2004 and Projected, FY 2005-2006

Asset Allocation Regular Account

Percent

Treasury Pool Allocator Performance Benchmark
Short lerm, Fixed-Income Pool 22% Three-Month U.S. Treasury Bill
Intermediate-term, Fixed-Income Pool 58% Merrill Lynch 1- to 5-Year Government Index
Broad Market Fixed-Income Pool 20% Lehman Brothers Aggregate Bond Index

Regular Account Balance September 30,2004 S1.504 9 Mrfhon

Projected Annual Rale ot Return 386 %

Probability ol Negative Return Over t Year 802 %

Asset Allocation Special Subaccount

Percent

Treasury Pool Aflccator Performance BervJvnark
Broad Market Fixed-Income Pool 41% Lehman Brothers Aggregate Bond Index
Domestic Equity Pool 43% Russell 3000 Index
International Equity Pod 16% MSCIEAFE Index

Spooal Subaccount Balance September 3u. 2004 S427 2 Million

Projected Annual Rata of Return 731 %

Probability of Negative Return Over 1Year 24 35 %

Total Investment Income (Sms'tioo)

Actual Projected

FY 2004 FY 2005 FY 2006
Regular Account 80 877 687
Speoal Subaccount m m m

Total 532 1183 1026



Tabic 7-7. Constitutional Budget Reserve Fund Cash Mows

Actual FY 2004 and Projected FY 2005-2006

Smillion

Begonmg Cash Balance CBRF

(V<nivyj M*r=>Aoax/it Balance
Earnings cn M*r. Account Balance
Petroleum Taw. Reyaty SettamortoO
Loan to GF (poor year)
Loan toGF (currerl year) ™ *
Payback ol Cj Ui Flo* Oa*

Enong Mvn Account Balance

Begimng Special Subaccount Balance
Earrtngs on Spccul SubXCOcnt Balance
I jn loGF IromSpeoal Subxoocrt

En»ng Special Subaccount Bounce
Total CBRF Balance
N)Thet*rrrn;t Tv koojl a3VA r3Tvrntr-uto®y

frijoctons At UnirdonGtW i capu rnarir] tnuxvot/xn s Dtfurtrwl d

Actual
FY2004

20932

17204

60
64

024 3)
337

QEf
16*62

3728
*52
15
4100

206*2

Projected
Fv 2005 FY 2006

206*2 22025
16432 17539
677 66 7
200 200
00 00
00 13191

55 55
1.7539 16107
4160 4406
306 339
fis 01
4406 4625
2.2025 22932

r<k***yAxxixrtn' Jus Th«o

IO

(7] S«Bnrer! trmb<nnt fljf* otjrtTvrtd Rryor\* JroOtint™rryfdia™
[)Tru=rv 2v»t Kr~n abase! e rf* auSVUcIsM.to'XtnPitCBflracOw M Tt

) NoFv 006<Footb r« GOP*» soan

i amtritcrtion



The Treasury Division manages two other governmental funds, the Public School Trust and the Alaska Children's Trust

Table 7-s. Public School Trust;Investment Revenue Summary
Actual FY 2004 Projected FY 20052001

Asset Allocation
Percent

Trtkwy Pent AAxafry Perfarmmence Bendhrmark
Broad Market Fued Income Pool 57% Lehrman Brothers Agryegate Index
Domittoc Equ*y Poal 43% Russo# 3000 Index

Pubkc School Trust Fund Balance September 30 2004 $30B4rrrfon

Preceded Annual Rate ol Retum 658 %

ProbaWty otNegatne Return Over 1Yoar 2137%

Tolal Investment Income and Dxstirbutatfo Income(S rrtfen)

Actual Projected

Fv?04 PV2005 FY 2006
PuUc School Trust Total Inrestment Income 241 190 198
Put*: School Trust DctnbutaMe Income 96 104 109

| able 7-¥  Alaska < hildrcn's Trust Investment Revenue Sumnury
Actual 1 Y 2t«M and Projected FY 2005-200f<

Asset Allocation

Pw«rt
Treasury Pw' J&OSXL .
ft'oad Uartd FutxJ Incorme Pool 57% Lehman L\MeV«sAgyngjte IO u
Ocrenic Eqaff Prri 43% Russ*4 XOO kv=>i
Ajsaa ChMw STrust Batarxn Septxmter 30 2004 St04m«en
Prided Amud Rato cARexi*n 658 \
ftobafettjr AHcgiSie WetxnOn* t vaur 21 37%

TcM tneestrmevj HXCIW and DsTtuUMo Incomeijm tkr)
AU PrtytfeO
.JJIfoIL FYfid
Aj«iChttrns7r'uvt*cOrif-»wi'mfrtiftrrmw orR o7 07
AAestaChOens Trust t>*"COst* krrm* 03 04 04



Tabic 7-10. Alaska Permanent Fund Managed by the Permanent Fund Corporation

Actual FY 2004 and Projected FY 2005-2006
S million

Resened Assets-PrnoMI
Tatd Reserved Assets—Beginning Balance

Gootnbutioos and Appropriations
Contributions and Appropriations —Beginning Balance
Deocated PetroleumRevenue
Inflalen Proofing Transfer fromReakrod Earnings
Deposits lo Principal and Settlenment Eanv>gs
Subtotal - Contributions and Appropriations

Unreat/ed AppreoationDepreoatco
AppredabonDepreocaton - Bcgmng Balance
Annual Urreak/edGanloss”

Subtotal - Unrealised AppreciabonDeprooatxxi

Total Reserved Assets —Endng Balance

PwAi*KILr> «ii£Q2ynl
Reared Earwigs Account—Begnnng Balance

kinjJ Realed Eamngs

CXniendPa/mert tothe Stated Alaska’
Waocn Prodfing Transfer lo Reserved Assets
Other TransferstoRescrvtd Assets

Qoct Aipropnj&om (XAd theFund
ReoAred Earrings Acccunj- Enclng Balance

war»nv * * - Tot* toitolvm
Cenfrfcutons and Appropnjtcrs End ot-Year Balance
Unro.rtd AppvtcaOonOepreolUnEm}d Year Balance
Raakred Earwigs End <d Year Balance (StAAcry Earrings)
Fund Balance (Wartd Vatoe) End <4 Year Balance

TiyaRr/ocQedEjTwyn
* jdUnrwrtrtdCianloss"™
Arnwal Reatovd Eamngs
Reported Earnngs

Actual
Fry 204

24043

22,988 0
3530
1700®

147

23,5257

1.1053
i.W Q
3.0153

265410

1000
15250
(5810)

(1700)®
(147)
202
859 3

235257
3.0153

6&J
27400 3

1.9090
1.5250
34340

Projected
FY 2005

264410

235257
475.5
6240

?15

24,6527

3.0153
(4531)
25622

27,2150

8593
25010
(607 6)
(624 0)

(275)

ftfl
21012

24.652;
25622
ZJii

293162

14531)

2.M1Q
20179

FY 2006

27,2150

24,652 7
3556
650 2

2JJ

25.6796

2,5622
1602
2,7424

28.4220

2.1012
20095
(6900)
(6502)
(211)

C2
2.7494

25*796
2 7424
2.7494

31.171*4

*802

2.C096
21897

(O«ttfKytCtou«ng Alyl.2001 trarcxtl ttMmtrfe mj re 1.\Ot uxm* tertcad Cre-AjlkuV-ive, t \Otoptt’ o<

rafcrmpfem TOti n 761S rwridne MM r+a” dalt tO f 12005anj TY 2006
jtI»pro«njrtU»ifvoi:/rre41W)fTViieir=»»»rwa>r«=>jriFV?Xn rnw's.jrtMlaarji

tvMnrmnnj $H9 mficr Usurer
tJ Wrv-vrwrfi/vjdvomjparwr

w.-nr stscar rrv*fvj arOap”~outevMtwvijmonfi

rf | 7000



8. State Endowm ent Funds

This section of the revenue forecast compares important altnbutes of six endowment funds. The University of Alaska
endowment is included in this comparison because it is one of the Alaska's public endowment funds that use the annual
distribution calculation method typical of the vast maj™.ty of endowments in the United States and Canada.1l

The fiduciary for each of these endowment funds has the responsibility for establishing an assel-allocation policy for the
fund The table below compares the asset-allocation policies for these endowments.

Under the standards adopted by the Governmental Accounting Standards Board (GASB). pubtic funds calculate and r  xt
their income by recognizing changes in the value of securities as incoma, or losses, as they occur at the end of each
trading day They do this regardless of whether the securities are actually sold and the income, or losses, are taken or
realized Alt six of these endowments report annual income on this basis However, as reflected in Table 8-2. four of them
— two of the funds administered by the Alaska Permanent Fund Corporation (Alaska Permanent Fund and Mental Health
Trust Fund), and the Public School Trust and Alaska Children's Trust — use other measures of annual income for

determining their distributions

In determining mo amount of income available for distribution each year for tfe two funds managed by the Alaska
Permanent Fund Corporation, gains or losses on individual investments are not recognized until the stock or bond is sold
For calculating distributable income for the Public School Trust and the Alaska Children's Trust, only interest earned and
dividends received are treated as income Gams and losses in the valuo of individual investments are never recognized as

income By law those gams and losses remain with the principal of tho fund

Table S| [ aigct Asset Allocation State Endowment | unds
percent
US ‘“eteratavaf US Intcmatcr.* Rwf  ASematrt)

Cash Borsis Bcnrh E-'I*  kiwstincrts  Tctaf
PffTonent Fund 0 28 4 37 18 10 3 100
MertJt Meahh Trust 0 28 4 37 18 to 3 130
PuWe School Trust 0 57 0 43 0 0 0 100
A'a\MChMrons Trust 0 57 0 43 0 0 0 100
Peviwv Cost EqujA/abon 0 37 0 8 17 0 0 100
UnrwrUf of Alaska Er»k.w*nt 1 78 0 3? 12 5 71 100

|tiprM ILrvurfpral * i*"Mi)IW'a/3»rt»axiittNtJiN (<f*nMi<rtc4clr»ink»"W <4wi(«ilU» TistW f<rtr(iAaii>iili}|



Table 8-2. Calculation ofAnnual Income
Financial Reporting
ot Incomo
Alaska Permanent Fund GASB (recognize garrs and losses

vent il H) Wl Trust

PUACcScfexl Trust

Alaska Children's Trust

Powertat EgjAraenn
Fmwnert

Urrwvtf QAasM
EnJewmorl

based onchango inmart at vafuo)

GASB (recognize gam and bsses
based onchange n market value)

GASB (recogruze gam and losses
based onchange n marketvalue)

GASB (iccrgrve gans and bsses
based onchange market value)

GASB (ncMTve gans and bsvw
bavd onchanger markctvjibel

GASB irocognce gkm arj losses
bated onchanger markrtviduc)

State Endowment Funds

Osmbutablc Income

inlerast earrungs ¢drvdends pad
egans»d losses oninvestrents

ety

Interest earnmgs * dvdeods pad
egas ard k* ies onr. vestments

rMiia#ty K»d

interest eamngs 40 ndends pad.
gans ard bsset on valuoof securities
are nerw nccmo  they beccme part of

pmapjf

Interest cammgs « drvdends pad.
gans andbsses cn vj lue of soayites
areneverrame they beco no part of
pmopjf

GASB (rocogrvegars jrd bsses
tasedcn change mmarket vaM)

GASB necognce gans ard losses
tiasedonchanger market »a*je)



Table 8-3. Distributable Income Determination State Endowment Funds

AJaska Permanent Fund

Mortal Health Trust

Pu\E Schoal Trust

AaskaOkjrtns Trust

PlwrtjrCCBtEqQu.*™* *i
Dowiint

Urwervt/otAlaska
Endowment

The annual distribution for the Permanent Fund Dividend follows the formula inAS

37 13 140-150. wh<chspeefies thal 10 5% o ihe past five years' total reaped mcorre
shat bepad outas dividends but also sets the limitation that the annual distribution may
never exceed 50% of the balance in Ihe funds Realized Earning Account (REA) * he

50% limitation has never been triggered

The Mental Health Trust Board adopted a policy, beginning in FY 2001, lo distr<xjle

3 5%a year ot the market value ot thofund s total assets The distribution rato had been
3% for FY 1996-1990 and 3 25%tor FY 1999 2000 Because of recent dec/mes m
mart et vatic, the board rs exploring a redefinition ol * pnnopaT so that kisv s mmarket
value bvikj bo proportionally allocated lo tho principal account and the cammgs
account rather than assigning the entire value ol any losses tothe earning account

The annual distnbutionis 4 75% ot a five-year movg average of the fund s principal
market value so long as that amount does not wooed the interest and dividend earnings
avatable inthe earrwgs account Tho trust has accumulated a scatfe earnings account
balance, provdmg acushon for the fund tomantatfi its annud dstntxilcnsina

sustained tear no* e<

The annual (ksinfcuhonts4 75% ct a five- year movimg average of the fund prmcpaf s
martet va'oe solong as th,.| amount does not eiaxod therilerost and (Vndond eamrgs
avatable mthe e.vr ngs acoount The trust has aocurrxiated a scatte cam-ngs account
balance, prondmg a cushmn for the fund tomantamits annual dvstntutionj ma
susiamed boarnerket

The annual ckstrZutcnis 7% of the fund s market value For thoviiSji transition years,

state st*ti.io spocY** that toe find th.il use the market valuo on Fotvuary | tor Iho
VubV'guen'fivjlyoarKkHrtuVn Thererfv*. the fundislodiSii.butOeach year 7%d

the nontWy average market value lor a k#c y<td 36 month period

Thuannual dntntutionts 5*.</afiv' ye-irrv, ngaverage O the market i.Vuectthe
»nd



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

Aaska Permenent Fund

Mertal Health Trust

Putk Schod Trust

AaskaChildrenis Tt

Poner Gost Equagfion

Uwenvty of Alaska
Endownt

Anamua appropriation is needed loinflation proof The prindipal of the Permranent
Fund (but nadl the accumuiated eamings) pursuan (0AS 37.13.145, Tholegidlative
appropriation requires atransfer fromthe Reslized Eamings Account lothe fund's
principal anamount equal tothe calculated US. Consuner Price Indexs effect onlhe
valueol Ihe prindipal, conprised ol all and gas royalty contributions and legidlative
appropriations. The Alaska Permanent Fund Corporation’s Trustees have proposed
acongtituional amendrent thet wouldinfiglion proof Ihe entire fund—the prndpel
andaccumulated eamings—hy linvting the annual distmyjtion of eamingsto 5%0l a
five-year moving average of the merket value of thefurd

The Mental Health Trust Autharity hess adopted two palicies loinflation proof the fund
Arg, itlimtsdstributions to 3 3%oof thefund s maikc! vetue (Tho autharity' sultinete
godl, after further budding upthe prindpdl, islo distnbute 5%60l thofund s merket
value each year, whichwould still allowenough ratamed eamimgs to nfatron proof
mefund) Second, f -aauthonty alsohas adopted apalicy t/anslerring money fram
the reserve acoount lottip prindipal whenever thoreserve exceeds lour times Ihe
annual incomedstribution, lo helpbuild uplhe funds principal

The assefailocabon poky issuchthat - whenoormbined withthe reguirenrent thet
thefundss capital 53ns and Fsses remein part of Ino principal—L e refined caprtal
oas arc adequete toinflation proof tho fund

Theassdl dlocation palicy is suchthat—whencorbinedwith lhoreg .erment thet

thotunds capital garrs and losses renein panof thoprincipel - - therefanod capital
garsare adequate J0nflation proof the fund

Tholegidlature, inselectinga 7*. distribution pdlicy, exressly elected nat loinflation
proof tiusfund, but raker todistribute 28 or aimost &l. ot its anticipeted annuel

camgs

The university' s distribution policy of 5\ of the noving five year averagedl Iho
fuxTs narkef value should adlowfor frOmed eamrgs o Inflafion proof thefund



9. Public Corporations and the U niversity o fA laska

Public Corporations
The slate has established the following public corporalions lo carry out certain public policies:

1 Alaska Housing Finance Corporation (AHFC)

2. Alaska Industrial Development and Export Authority (AIDEA)
3 Alaska Energy Authority (AEA)

4 Alaska Student Loan Corporation (ASLC)

5. Alaska Municipal Bond Bank Authority (AMBBA)

6 Alaska Aerospace Development Corporation

7 Alaska Railroad Corporation

These seven corporattons and the University of Alaska are components of state government whose activities are
accounted for in the state's Comprehensive Annual Financial Report separately from the activities of primary state

government.

Four of these corporations — the Alaska Housmg Finance Corporation (AHFC), Alaska Industrial Development Authority
(AIDEA), Alaska Student Loan Corporation (ASLC) and Alaska Municipal Bond Bank Authonty (AMBBA) — pay some portion

of their income as an annual ‘dividend’ to tho state.

The members of the AIDEA Board of Directors also serve as Board ol Directors of AEA. though AIDEA and AEA continue to
exist as separate legal entities AEA h >s no employees, and AEA contracts lo havo AIDEA employees administer AEA
programs Other corporations have their own staffs and boards Vrhito neither tfie safe of bonds nor tho expenditure of bond
proceeds by these corporations are subject to tho state's Executive Budget Act, expenditures for tho day-to-day
administration of .dl of these corporations except the Alaska Railroad are subject to tho Executive Budget Act

The Alaska Commission on Postsecondary Education (ACPE) administers the ASLC programs The ASLC has no
employees, and the executive director of the ACPE serves as the executive officer of the ASLC

The fobown g vx tables summarize tho activities of these seven corporations



Table 9-1, Public Corporations - Missions
What docs the corporation do ami how docs it do it?

Alaska Housing Finance Corporation
Using proceeds fromthe sale o bonds backed by ils corporate assets, AHFC purchases hame mortgages from
Aaska barks, income frompayents on these mortgages repays bond hdlders and adds tothe corporation's
incarre, enabing Ihe corporation, since FY 1991, to pay an annual dividend andlor retum of capitdl 1o Ihe date, In
additiontoensuring thet Alaskans, espedally loa and modarate-nmoome Alaskans and residents o renoteand
underdeveloped areas of the state have adequate housing at reasonable co't, the corporation administers federally
and slale funded muiti-fanily, senior and lowincone housing, residential energy and home weatherization
prograrrs. Inrecent years, the legidature has authorized AHRC to finance the construdtionof schodls, University of
Aaskahousingand ather capital prgjectsidentified by thelegidlature

Aaska Industria Development and Export Autharity
By lending money, guaranteeing loans or becorming anownner, ADEA mekes financing available for industrial,
expart and ather business enterprisesin Alaska. Thocorporation earms money frominterest onitsloans,
investirents, leases and operations ol its properties Thecorparation has peid an annual dividend tothe state since
Fy 1997

AaskaEnergy Autharity
AEAprovides loans to utlities, cormrunities andindividualsto pa; for the purchase or upgrade of equipment and for
hukfuel purdhases Addtionally, the agency adirinisters the Poaer Gost Equiization program subsidizing rurd
eledric costswith the Poner Cost Equelization Endoarent: AEA asoreceives lederal anddate nmoney toprovide
technical alvicc and assistance inenergy planning, emergency response, manegenent, energy Infrastructure
oonstructionand conservationin rurd Alaska. AEAasooperates and meintains state-onned poner pi gedts, such
asBradey LakeandthoAlaska Irtertie

Aaska Sudert loan Corp/ahon
TheAlaska Student Loan Corporation uses proceeds frombond sales 'Ofinance education loans mede by Iho

Aaskj Commissionon Postsecondary Education Tiie loan repayments satis.y bond obligations and addtono
corporation’s capital asset base Alaska sfatute autharizes toe board of directorsto annuity dedaro aretum|lotoo
state ol apartion of its natincome  Tho board has dedared retum of capital payrents for each yoar beginning InFY
2001 Alaska statute also aLitharizes the corporationtoissue bondsfor tfie purpouy of finanding state prajects

Aaska Munidipel Bond Bark Auttiprty
fho Bond Biink loans money to Alaska munidipalities mAlaska for capital inproverrents: Thebank's larger capital
bese, itsreserve funds andits credit rating enableit |o sall bonds af toner interest rales than toomuniopal t*rs codd
obtainon (fur onn 1 fie Bond Bank eams interest ontoe money it haVisin reservo and hasrelumed adividend la
thostaloemry yearsnco 1977

AlaskaAeraspace Deveippmen Comparjtvn
Thocorparalxn ﬁrranoeﬁaerospaoeJ related venturesinAlaska, induding tooestablishment andweratcn of a
commerda space vahtdolaunchteAty toKode! space scence andenmgneenngrev arch and promotingtourism
attooPcker Rjl radket rangeand ather faolMies

___jfreght andp.«senger rat «invcest«n<yto Sewardand Fivibanks uvcAdngjtpurkne
toit rttof Inaddnon toe corporation generates revenues ltemredl es. Vuil onns



I able 9-2. Public Corporations - State Capitalization

Mow tlirl the state capitali/c the corporation?

AlaskaHousing Finance Corporation
Thelegislature aporopriated $739 9rillion incash and $292 Srillion inmortgeges held by the Generdl Fund lolhe

corporation between 1976ard 1984 The payments on those mortgages and additional mortgages purchased with
the cash have helped huild the corparation's asset base and alowit to retum soe capital tothe stateeach year. In
1993 AHRCreceived an additional $27 7million thcash and $9 3rrillionin ecuity when Ihe legislature merged lhe
Aaska State Housing Authonty tato AHFC

Alaska Industral Development and Bxport Autharity
Between 1981 and 1991. the State of Alaska transferred various loan partfolios worth $297.1. million and $692
muon Incashtolhis corparation In 1998, the state transferred ownership of ihe Ketchikan Shipyard toAIDEA

AasknEnergvAuthonty
Thelegdature established the AEAIN 1976tofinance and operate poner prgeds  Thiscorparation hes also
administered rural energy prograis at varioustines, indudinglhe present Asa resuit of legislatively mendaled
reorganizations, capilalhas movedintoandout of the corporation At the end of Fr 2001, this corporation reported
contributed capital of $963 5mon

Aaska Sudent Loan Corporation
INFY 1968 the state transfierred $260 mlion of existing studert loanstothis coporation: Ai.ional gppropriations
cf cash between FY 1988and FY 1992tot. Ve<i$467milion

Aaska\WunpM! fo™) Bark Autoorty
Between 1976 arvj 1986. tho legislature appropria'ed $18 6 miton to the Bond Bank to be used for backing bond
issues in adtoon. the legislature gave the Bend Bank $? 5m" onin 1981 to cover an antcpated default by a
municipality The munopahty <M n,.t default, ar.J toe Btod Bark retanoj Ihe apprupnabon for ils reserves

AaskaAymmcqg CHryettynwi! Gpiyr»Qn
Soce 1993, toostale hysooninouied $109mfoen

AlaskjRaarpjdCorpyahm
Thie stale toughl Rfrairoad fromtoefederal governmentin 1985 The purchase preeof $2 7mbon wes
recorded astfio SUNhcapfjftzalben



Table 9-3. Public Corporations - Financial Facts, FY 2004

S million

Assets less FY2004

Total Liabilites  Unrestricted Operating Total

Assets Book Value NetAssets Budget Positions
Alaska Housing Finance Corporation $4,708 $1,706 S218 $41 372
Alaska Industrial Development and Export Authority $1,148 $823 $337 $7 65
Alaska Energy Authority $575 $420 $228 $20 AiJtA™
Alaska Student Loan Corporation $980 $251 $15 $9  ACPE™
Alaska Municipal Bond Bank Authority $392 $40 $16 $1 1
Alaska Aerospace Development Corporation' 1 $94 $30 $2 $12 33
Alaska Railroad Corporation " $4Q $137 $117 $78 751

(t)AJ (guns ameffej* e asofJuno 30,20(R except kx tho Alaska Rafroadwtwchroporti on a catetxiar year basa

(2) Ramrerert Ful True(HFT). Ramarart Pat Time (FPT) ard Tenparary (TMP) areindLdsdn VeI
S TreA=al DNEcpnatancB patAuhofy(AICEA)ro togatkxtheixtv” o VabErergyAuSamy(/E4) AnjnArani

patonof ATEASGGmenher g2l Gergegedin AFAogas
(S TreAlsLeCMITKSananRostsenocary Educalin (A0RE) prwdes SaffferS'eact. tw dfthe Alaska Student LoenGaparaian(ASI0) A
noatyd ACRES liMnarber daffarcergegednAS Cpayans

(81TEAEBGaRa*oadremt fnonaV<litamacafendt jew AssetmidhxAval nf« taearefram Decer Per3L2A3
linarx stetenerts Trecfxtntngb-rigetfigsmsfni hon8cCY2 4

Tabic 9-4. Public Corporations - Revenue jrul Net Inc >inc

$million
FY2w4

FY 2004 Operatng FY 2004

Revenue Income Hot tame
Alaska Housmg Finance Corpora’on $3060 25 I$31 1)
Alaska Industrial Development and Export Authority S480 $186 $07
Alaska Energy Authority $629 1526 21 ($34)
Alaska Student Loan Corporation >386 $248 $90
Alaska Municipal Bond Bank Authorit/ $t16 ($10) ($L 7]
Ataska Aerospace Devtopmeni Corporabon Stoo ($07) 1SO7)
AlJaska Railroad Corporation $1276 $119 $145

1
(1) ThuALrijitWriuJdnfe«* trvnufa«aonauteri',vywr C<.XI3crv»ore sntu 1imtiFV l\/IOJar»:r\e krstrvrfrf Fr JOt



Tabic 9-5. Public Corporations - Dividends to the State
How, if at all, does the corporation nay dividends lo the state?

Aaska Housing Finance Corpoaration
Thelegislaturein 2003 enacted SCSHB 256, adding language toSlate statute tonmodify an earlier transfer plan for
AHCloretumcapital lo lhe state. The modified transfer plan calls for annual transfers as fo'ons: FY 2004, $103
millon; FY 2006, S103million; FY 2006, $103 million; Fy 2007, the lesser of 95%nel Incomeor $103 million; FY
2003, Ihelesser ol 85%nel income or $103 rllior; FY 2009 and Ihereafer. the lesser of 75%00f Ihe corporation's
nel noomeor $103 illion

Alaska Inoustrid Developrrent and Bort Authority
Bysatute. ADEA st meke available lo the state each year natless then 25%andr.at more lhan 50%0l i's tatal
netincome for a base year defined as He year twoyears prior fothe dividend yeer. Tf edividendis further lirrited to
nomorethanthetatal amount of its unrestricted nel income inlhe base year (AS44 83 089).

AlaskaEnermy Authority
AEA does nat pay adividend or retum capital lothe state on aregular basis Honever, inl'Y 2000 this corporation
retumed $65 6 million of conttributed capital 1o the Railbeft Energy Fund and the Generat Turd

Alaska Student loan Corporation
Thisrorporaton, at tho discretion of its board of directars, may meke available Ic the stato aretum of contributed
capital or dividend for any baso year inwhich tho netincono of Iho corparation s $?million or nore Abase yearis
defined as Iho year two years belore the payment vear If the board aLtharizes apaynent, it must be between 10%
and 33%oaf netincome for fho base year (AS 14 42 295). The corporation may .'Isoissuo up to $280 millon of
tond; tofinance state projects identified by law(AS 14 42 220). with the corporal on sdlely response for repaying
the bonds fromitsownirromo and assets

AaskaM nigipai Bond Bark Aurtvwity
By sfa ufo. the Bond Bark annually retums eamings or income of its reserve fund, inexcess of expenses, tulhe
state

ALjjkjAjr filiagg”™y™ kNt CyrfrNion

AADC Joes nat pay adividend or retum capital tothe tate
AadaRji rp,yj CorPQifxyi

The corparation duos nat pay a cash diodend lo tho General Fund



Tabic 9-6. Public Corporations - Opcratim* lixpcrses and Dividends

S million

Operating Expenses Dividends and/or
Subject to the Executive Budget Act Return ol Capital

Actual Budgel Actual Budgel

FY 2004 FY 2005 FY 2004 FY 2005
Alaska Housing Finance Corporation $37.9 $406 $103.0 $103.0
Ala'ka Industrial Development and Export Authority S5.7 $6.8 $18.2 S220<'»
Alaska Energy Authority $18.7 $19.8 na na
Alaska Student Loan Corporation $8.9 $97 $5.0 $80.6
Alaska Municipal Bond Bank Authority $07 $0.7 $1.6 $0.8
Alaska Aerospace Development Corporation $110 $22.1 na na
Alaska Railroad Corporation na na na na

(1) The FY 2C05 AIDEA diwdend authorized by the ooard ts $22 rNkon

University ofAlaska

fable 9-7. University ol Alaska

- IrAjti
Lund* andFao*t<?s TotJAvsds  Unrestncied FY2W5 FY2005
June 30, 72004 June 30.200*  Nel Assets Operating Budget TrXatPovuons

S76061 S*063* IMS JW3

Ja-r}4rnlan

(1)
[2)tVirwrwi FUTVRe (PFT; Ptm&rri Bjrt In*(IT Aml /TIP; mirtiV) ntillpatxn



10. R osetta Stone

Introduction

The Department of Reveme's Revenue Sources Book, the Legislative Finance Division Summary of Appropriations, and
lhe Department of Adminisration Division  -inance's Comprehensive Annual Financial Report fCAFR) all present
detailed information about wheio lhe Mile gets its money for budgeted day-to-day operations.

Although these (free documents con;err the same subject matter, they serve very different purposes This Revenue
Sources Book covers the first step io the process, estimating available general purpose or unrestricted revenue for
appropriation he next fiscal year. Il is published each fall, jusl before Ihe legislative sessioi, about seven months before the
beginning of the fiscal year for which it is forecasting revenue While our main focus in preparing this book is forecasting
the slate's unrestricted revenue, we also look at many sources of restricted revenues as well.

At the far end oi the spectrum from this forecast is the CAFR The CAFR reports what actually happened to state dollars
during the pnor fiscal year Il is published in December, aboul six months after lhe end of the fiscal year — about two years
after publication of (h? Revenue Sources Bock that had estimated available revenue for lhal year. In December 2004, a
CAFR covering FY 200-x will be published, in Apnl 2005, we will publish a comparison between lhe 2004 CAFR and the

2004 numbers in our spring forecast

In between publication oi our forecast and the CAFR, thousands of events oxur and many different 'snapshots’ of the
state’s finances are taken. The Summary ol Appropriations is one such snapshot recording how much money the
legislature and governor authorized in the legislative session thin just ended The Summary ol Appropriations is published
in July, nghl at the start ol the fiscal yea: The Summary of Appropriations for FY 2005 was published in July 2004

Even though these three books concern Ihe same subject matter, they present it differently. The purpose of this appendix is
lo reconcile these three documents. Going from one document to the other can be very difficult because each uses a
different system to classify various kinds of state money, so a sum ot money in one report may be broken up into many
different pieces in a different report, or vice versa In addition, some of lhe critical terms used in the classification are

defined very d fferently an .ig the books



Defining “Fund"

Alaska s public finances are generally described under one of two different systems:
accounting funds or budget funds. Many accounting funds have a corresponding budget fund.
For other funds, a single budget fund can incorporate several entire accounting funds or parts
of various accounting funds, and the reverse is true as well. Some budget funds have no
corresponding accounting fund As will be set forth below, a major difference between tho two

systems of funds is how each defines general fund.

Fewer lhan 100 of the approximately 181 budget funds are activeand some of these are
used to designate duplicate receipts. When a budget writer says money is coming from a
particular fund, the writer identifies a source that may include money already set aside under
that fund code or a revenue stream earmarked for that fund code Of those funds. 72 show up
in the FY 2005 Summary of Appropriations as ‘other revenues* and can be found in Tables 10-

3 through 10-5.

Accounting funds are funds established under general accepted accounting p maples as
codified by the Governmental Accounting Standards Board (GASB)w These rules apply lo all
the states, counties, cities and other public jurisdictions across the country They are meant to
increase the transparency of public finances and the accountability of public officials
Accountants track revenue ito specific GASB-defined funds. However, when an accountant
says money is coming from a particular fund, the accountant is identifying a source that may
include money on hand and already set aside under thal fund code or from a stream of

revenues earmarked for that fund code.

(UTwobt U lifxt cocks amefaind « iw u | pOan i'f0 Am Knfeo Budget Hditock* rep

lagfmetsr M iml.mffinnrecuitncMtoubundany«
(9 GASTn asaw (gpriMbmtotherremw< tno*n FASH of Finendd Actouitnj Standivdi Fkera GASSwh»at
acwrted nocounsj tnx & A (GAAP) kt g<wwiwU wiltw FAEBVYsaLE GAAPKXpTEOtV W W

&hneimjel tre J  Fruro.il Aooouitrg



Defining “General Fund"”

The General Fund is the general operating fund of the state. Al' public mcney coming into the
stale treasury that is not authorized or required by law lo be placed in a special fund
constitutes the General Fund. As noled above, the accounting General Fund and the
budgeting general fund are nol the same. For example, the FY 2004 budget, passed in lhe
spring of 2003, was predicated on 51.8 hillion in general fund revenue. The draft CAFR for FY
2004 shows General Fund revenue of $4 7 billion for the period. Did $2.9 hillion go missing?
No, the difference is because accountants and budget writers use the term 'general fund’

differently.

The accountants General Fund starts with everything in the budget writers' general fund,
which represents the core government dollars that are designated as unrestricted in this
Revenue Sources Book The accountants' General Fund, however, also includes the

following:

e Subaccounts or subfunds of the General Fund. A budge! writer will consder a General Fund
subfund as a separate fund, ar.d will discuss moving money from the general fund lo the
subfund But such a transfer would nol show up in the accountants' final report because to trie
accountants it had no effect on the General Fund. For example, in conformance with GASB
34 standards, the Constitutional Budget Reserve ts considered a subfund of the General Fund

e Federal dollars that aro spent in genera) fund prop ams. No accounting funds are defined by
tho fact that they have only federal dollars On inc other hand, six specific budget codes refer
to different kinds of federal funds

To distinguish between these two concopts in this document wc will capitalize thu
accountants General Fund and keep the budget writers’ genera! fund In lowercase



Reconciling This Revenue Sources Book with the State’s
Comprehensive Annual Financial Report

Budgeting is a dynamic process and there are many different budget documents available. This section compares |he Fall
2004 Revenue Sources Book with one of the most accessible of these many budget documents, the Summary of

Appropriations published by lhe Legislative Finance Agency every year. We have chosen the hard print version of the
Summary of Appropriations for FY 2005, Issued in the summer of 2004 just after the legislature passed the FY 2005 budget.
For FY 2005, there will be many minor differences between the Revenue Sources Book and the Summary ol
Appropriations that simply reflect the difference between tho budget document that was looking forward in July 2004 and
the forecast that :s looking backward from the vantage of November 2004 five months through FY 2005.

Page 1 of the Summary of Appropriations, reproduced on Ihe next page, presents a total budgel picture for FY 2005, with

each item 'boxed’ on the reproduction

Table 10-1. Total Budget
S million

General Fund Revenue
Feleral Revonuo

Other Revenue
Total Revenue'

Draw (rom CORF
Permanent Fund Dividends
and Inflation Proofing

Tod

Summary of Appropnalons ¢ 2004 Legislative Session « FY 2005

($ millions)
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