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

Unrestricted
Taxes

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

Total unrestricted

Restricted

Taxes

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

Total restricted

Subtotal Other Revenue

General Discussion

Income from sources other tlt.ui oil. state
investments and federal receipts includes
non-oil taxes, charges lor services, lines
and forfeitures, licensesand peiniits, tents
and royalties and other revenue sources.
lliese revenue .sources are divided be-
twoeti unrestricted and restricted tw -
erties; the amounts of each are reflected
in FHoures 5-2 through 5-8 throughout
this chapter. Restricted revenue includes
money deposited in funds other than the
Unresttiered (iencral Fund, hot pur-
poses ol this forecast, restricted twenties
also include receipts that the legislature
customarily appropiiatcs or sets aside lor
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History Forecast
FY 2006 FY 2007 FY 2008
327.6 347.9 344.9
231 231 231
8.5 10.3 10.3
41.9 4.1 44.9
8.8 94 9.5
40.6 22.0 20.5
450.5 456.8 453.2
86.3 84.7 128.8
225.0 235.8 239.6
21.0 201 30.6
30.6 37.1 i75
59 5.9 59
156.7 100.4 176.7
525.5 484.0 610.1
076.0 040.8 1.072.3

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

palities.

0O ther Taxes

Alcoholic Beverages lax

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

and 512.80 for liquor. Qualifying small

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

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



Charitable Gaining

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

Corporate Income Tax

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

ges corporations and one that applies

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

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

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

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

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

Commercial Passenger Vessel
Taxes

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

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

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

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

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

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

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

lilectric Cooperative and

Telephone Cooperative Taxes

The electtie cooperative tax is based

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

of revenue collected from cooperatives
outside municipalities is retained by

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

years.

Estate Tax

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

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

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

Fisheries Business Tax

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

Fishery Resource Landing
Tax

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

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

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

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

Insurance Premium Tax

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

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

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

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

Mining License Tax

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

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

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

Motor Fuel Tax

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

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



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

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

Tire Fee

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

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

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

Seafood Assessments and
Taxes

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

by avote of the appropriate associa-

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

The live programs aie:

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

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

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

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

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

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

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

Tobacco Tax

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

the cigarette tax and the other tobacco
products tax.

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

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

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

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

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

Vehicle Rental Tax

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

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

(Charges for Services

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

to aprogram. Many of the charges for

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

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

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

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

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

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

(= In addition to the Worker's Conpensation inslrance preniuns lot the Insurance Premium litx, this amount dso indudes senvices fess
from enployers who are saif-insured

Fall 2006 Revenue Sources Book « *4
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tions, it is considcrecl restricted for this
forecast. Our forecast of receipts is based
on revenue expectations in the Alaska
Marine Highway System business plan.

Commercial Passenger
Ranger Fee

The Commercial passenger ranger fee

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

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

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

measure is covered in more detail in the  general appropriation.

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

Program Receipts

Governors Office of Management and

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

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

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

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

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

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

History

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

248.1

Grand Total

Forecast
FY 2007 FY 2008

21.0 21.0
19 19

0.2 0.2
231 231
15 15

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

1.1 1.1
5.7 57

81 81
0 3.8
235,8 239.6
258.9 262.7

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

2006 in ilie date acoounting system
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included in elds category.

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

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

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

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

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

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

Business license fees collected by the

Department of Commerce, Commu-
nity and Economic Development.

Fines and Forfeitures

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

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

Tobacco Settlement

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

Nil 2006 Revenue Sources Rook

the General Fund.

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

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

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

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

Licenses and Permits

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

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

category.

Alcoholic Beverage Licenses

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

Fishing and Hunting
License Fees

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

Motor Vehicle

Registration Fees

Motor vehicle registration fees arc col-

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

Unrestricted

Alcoholic beverage licenses
Motor vehicles

Other fees

Total Unrestricted

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

Other fees
Alcoholic beverage license share
Other fees subtotal

Total Restricted

Grand Total

S . | Yl 2006 Revenue Nuiin.cs Rook

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



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

Rents and Roy illties

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

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

Cabin Rentals

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

cab  .uedeposited in the General Fund.

Revenue should remain steady unless
there arc significant changes in feesor

cabin usage.
Coal Royalties

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

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

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

hill 2006 Revenue Sources Hook

Land Leasing, Rental and Sale

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

receipts).

0 ther

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

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

History Forecast

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

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

I.ill 2006 Revenue Sources Hook  SS



Unclaimed Property

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

to the state. Property is reportable if

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

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

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

Transfers from Component
Organizations

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

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

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

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

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

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

Unrestricted

Miscellaneous

Unclaimed property

Total Unrestricted

Restricted
Alaska Housing Finance Corporation

Alaska Industrial Development & Export Authority
Alaska Municipal Bond Bank Authority

Alaska Student Loan Corporation

Alaska Energy Authority

Miscellaneousn’

Total Restricted

Grand Total

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

and spedd revere funds.

&i e Fall 2006 Revenue Sources Hook

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

Sli
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SB

57

S6

S5

$4

s3

S2

Restricted $2.0 billion

Sl

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

Unrestricted
Federal receipts

Restricted
| Federal receipts

Total

The federal government continues

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

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

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

2008.

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

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

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

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

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

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

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

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

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

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

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

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

12000

10000

8000

Qo 73

6000

4.000

2000

Alaska Virginia Maryland New Mexico Hawaii North Dekota  US Average

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

By Distributing By Appropriation
Agency Category

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

State Match Requirement
Operating Budget(l)

Capital Budget()

Total

N"op Spending Categories
‘transportation Projects (1)

Medicaid (I)

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

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

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

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

Sl
Unrestricted 0.1 billion
t
Restricted $3.2 billion
Sl
DO
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Figure 7-2. Total Investment Revenue, FY 2006 anti

Unrestricted
Investments
Interest paid by others

Total unrestricted

Restricted

Investments

Constitutional budget reserve fund
Other treasury managed funds
Alaska Permanent Fund

Total restricted

Total

Investment Forecast

To forecast investment revenue for

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

02 mFall 2(106 Revenue Sources Book

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

History
FY2006
51.9
14
53.3

144
73.3
134
3,072.3
3,173.3

3,226.7

Forecast

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



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

Asset Class

Equities

U.S. broad

U.S. large cap

U.S. small cap
International Equity

Fixed Income
Domestic broad market

Domestic short term
(cash equivalent)
Domestic intermediate

International

Other
Real estate

Inflation

Benchmark for Asset Class

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

Morgan Stanley Capital international
EAFE

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

Menill Lynch 1- to 5-year government

Salomon Brothers non-U.S. Govern-
ment

CRES

CPI-U

%/Ycar Median
Expected Return

9.00%
8.85%
9.85%
9.20%

5.00%
4.00%

4.50%
4.90%

7.60%

2.75%

Kill 2006 Revenue Sources Boots

%/Year Expected
Risk

16.90%
16.40%
22.70%
20.10%

4.50%
0.80%

3.30%
9.60%

16.50%

1.40%

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

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

dorestic broed market fixed-inoono asst dass of

and an eqpected risk for that esst dassof

'lli.it mearns Callan isfarecasting that two-thirds

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

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

thet ast dassor portfolio.

Unrestricted

Investment

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

Revenue

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

other than tut its investments. Oil and
ges royalty interest is included in Gen-
eral Fund unrestricted oil revenue.
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Figure 7-4. Unrestricted Investment Revenue, FY 2006 and Forecasted FY 2007-2008 ($ million)

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

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

Asset Allocation

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

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

M  Lill JdIKi Revenue Smitics Hook

Performance Benchmark
ihrec-month U.S. Treasury Bill

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

Forecast
FY 2007 FY 2008
122.6 99.3
37.9 29.1
160.5 128.4



Restricted Investment

Revenue

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

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

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

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

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

FY 2007-2008

Asset Allocation Regular Account
Treasury Pool

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

Broad market fixed-income pool

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

Probability of negative return over 1year

Asset Allocation Special Subaccount

Treasury Poadl
Broad market fixed-income pool
Domestic equity pool

International equity pool

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

Probability of negative return over 1year

Total Investment Income

Regular account

Special Subaccount

Total

nit « i.ill (> Revenue Souices Book

Percent Allocation
8%
72%
20%

S1,898.9 million
4.56%
8.00%

Percent Allocation
39%
44%
17%

512.4 million
7.49%
24.35%

History

FY 2006
34.4
38.9

73.3

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

Lehman Brothers aggregate bond index

Performance Benchmark

Lehman Brothers aggregate bond index
Russell 3000 Index

MSCI FAFF. Index

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

HistoryI* Forecast

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

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

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

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

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

Asset Allocation

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

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

Probability of negative return over 1year 21.3%

Total Investment Income & Distributable
Income ($ million)

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

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

Asset Allocation

Treasury Podl Percent Allocation Performance Benchmark

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

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

Total Investment Income & Distributable
Income (5 million)

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

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

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

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

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

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

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

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

ing changes in the value of securities

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

or losses, are taken or realized. All

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

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

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

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

(1) ¥ predominant pragties, nukinganiiii.il iliMriliiitiiviMil 4% k>V.iol the maikel value of die endowment, developed hillowing a 1968 hud Inun-
dation sudy. See llie hald 1 diiudaiion Managing | durational I'lidowidiicrts (New Ynih, New otk 1969).
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Figure 8-1. Target Asset Allocation— State Endowment Funds

Aaska Permanent Fund
Menial Health Trust
Public School Trust

Aaska Childrens Trust

Posver cost equalization

University of Alaska
endowment

us

Bonds Bonds Equities

25
25
55
20
35

i7.5

International us International Red Alternative

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

19
19

Equities Edate  Investmernts

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

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

Alaska Permanent Fund

Mental Health Trust

Public School Trust

Alaska Children's Trust

Power Cost Equalization Endowment

University of Alaska Endowment
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Financ’al Reporting
of Income

GASB (recognize gains ar j losses

based on change in market value)

GASB (recognize gains an: losses

based on change in market value)

GASB (recognize gains an: losses

based on change in marke- value)

GASB (recognize gains arc losses

based on chaigc in market value)

GASB (recognize gains an : losses

based on change in market value)

GASB (recognize gains an: losses

based on change in market value)

Distributable Income

Interest earnings +dividends paid
+gains and losses on investments

actually sold

Interest earnings +dividends paid
+ gains and losses on investments

actually sold

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

of principal

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

of principal

GASD (recognize gains and losses

based on change in market value)

GASB (recognize gains and losses

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

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

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

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

50% limitation has never been triggeret?.

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

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

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

value of any losses to me earning account.

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

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

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

in a sustained bear market.

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

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

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

in a sustained bear market.

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

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

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

University of Alaska Endowment
The annual distribution is 5% of a five-year moving average of the market value of lhe fund.
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Figure 8-4. Inflation-Proofing Procedures—State Endowment Funds

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

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

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

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

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

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

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

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

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

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

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

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

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

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

earnings to inflation proof the fund.



9. Public Corporations &

University of Alaska

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

Corporations

1 Alaska I lousing Finance
Corporation (AHPC)

2. Alaska Industrial Development and
Export Authority (AIDEA)

3. Alaska Energy Authority (AKA)

A Alaska Student Loan Corporation
(ASIC)

5. Alaska Municipal Rond Bank
Authority (AMRRA)

6. Alaska Aerospace Development
Corporation

7. Alaska Railroad Corporation

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

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

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

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

kill 2006 Revenue Sources Rook-

th e

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

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

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

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

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

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

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

other capital projects identified by the legislature.

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

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

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

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

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

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

projects, such as Bradley Lake and the Alaska Intertie.

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

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

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

Those bonds in aggregate may not exceed $280 million.

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

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

every year since 1977.

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

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

Slate of Alaska.

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

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

How did the state capitalize the corporation?

Alaska Housing Finance Corporation

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

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

Alaska Energy Authority

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

of $963.5 million.

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

Alaska Municipal Bond Bank Authority

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

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

Endowment.

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

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



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

'lofal
Assets

Alaska Housing Finance Corporation $5,229.6

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

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

Alaska Aerospace Development Corporation w $98.0

Alaska Railroad Corporation £ $574.0

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

Assets Less Liabilities
Bosk Value

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

Unrestricted Net
Assets

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

FY 2006 Operating Total

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

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

(4) Unaudited.

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

Revenue Operating Income Net Income

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

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

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

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

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

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

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

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

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

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

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

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

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

may be idertified by law (AS 14.42.220).

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

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

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

AC006FY

Alaska Housing Finance Corporation $41.6

Alaska Industrial Development & Export Authority $7.1

Alaska Energy Authority $25.6

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

Alaska Aerospace Development Corporation $20.2
Alaska Railroad Corporation na

Expenses

Budget FY 2007

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

na

Dividends

Actual FY 2006 Budget FY 2007

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

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

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

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

(1) Includes depreciation of 5595.6 million.

FT 2007
Operating Budget

$774.1

FT 2007
Total Positions

4,148
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Revenue. A -1

Glossary ofTcrms

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

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

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

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

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

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

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

Hi Kill 20(16 Ucsenue Nniiiccs Honk

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

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

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

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

actions during the year, plus intetest,

dividends and rents earned by the fund.

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

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

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

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

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

as shated taxes and marine highway

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

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

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

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

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

SBERELLR
SBEHEREY
SBEREELR

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

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

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

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

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

General Fund Unrestricted Revenue— History

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

S Million

FY
TAX REVENUE

Property Tax

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

Total

Income Tax
Corporation General
Corporation Petroleum
Total

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

Total

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

Total

Other Tax
Estate
Other

Total

TOTAL TAXREVENLE

Si* Lill 2006 Recvi'lHU* Snlilirv flunk

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

488

122
152
284

37
37.8

0.0
97.3

538
1451
1989

3586
14
11
3711

53
39
00

00
259

59
410

17
29
4C

450

127
163
28.7
32
421
00
1030

56.3
162.7
2190

693.2
00
95

702.7

72
53
0.0

0.2
367

53
47

25
59
84

451

120
163
322
33
375
00
101.3

99.5
3381
397.6

694.4
00
94

703.8

57
36
0.0
02
305
73
473

27
43
7.0

7617 11328 13021

{continued un *>( p-igu*

496

129
155
34
31
40.2
00
1091

534
1784
2318

486.7
00
9.6

49%6.3

48
37
00
0.2
253
71
411

31

32
6.3

9
2003

48.7

253
163
433
37
374
00
126.0

47.7
1511
1988

589.8
00
92

599.0

44
24
00
0.2
26.0
98
428

12

30,

42

.l
200'

47.3

328
160
431
40
414
35
1458

39.6
2988
3384

642.7
0.0
92

6519

50
30
0.0
00
293

69
442

23

_po

23

9342 10195 12299

@
2006
425

34.6
26.2
529
4.0
39.6
91
1664

618
524.0
5858

854.9
0.0
83

863.2

6,0
38
0.0
0.0
259
81
438

15
128
143

17160

Q
2006
545

352
36.7
51.9
39
421
93
17191

1376
661.1
798.7

11914
00
78
11992

64
44
02
0.3
323
115
%1

06
210
216

2,308.2



Full 20(16 Revenue bouroes Book

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

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

S Million

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

Intergovernmental Receipts

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

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

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

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

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

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

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

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

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

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

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

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

General Fund Unrestricted Petroleum Revenue—Historyl'

S Million

FY

Corporation Petroleum Tax

Production Tax

Petroleum Property Tax

Al and Royalties-NeU1

Bonuses, Rents and Interest-Net
Total Petroleum Revenue

Cumulative General Fund
Unrestricted Petroleum Revenue

Total General Fund
Unrestricted Revenue

% Petroleum Revenue

1997

2694
9216
536
759.2
74
20112

43,849.7

2495.0

81%

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

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

76%  80% ™% 81%

2004 2005 2006

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

6611
11992
545
17722
19
3,698.9

61,177,6

43204

86%

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

(3 These categories are prinanty conosed of petroleum revene.

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

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

Ve Highway System Revenues,

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

ficneraf Fund Unrestricted I'ctroleum Revenue— FotecasU1l

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

Cumulative General Fund
Unrestricted Petroleum Revenue?* 65,509.1

Total General Fund
Unrestricted Revenue & 4912.3

% Petroleum Revenue 88%

2008 2000 2010

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

68,866.3 72,090.6 75,196.3

39111 37766 3,669.0

86% 8% 8%

01

4471
13*6.8
504
1256.0
170
31374

78,333.7

37188

84%

2012

4587
1,336.2
531
11414
160
3,0025

81,336.2

35922

84%

2006 Revenue .Sources Rook

2013 2014 2015 2016

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

84,046.2 86,409.6 886336 90,7835

33072 29681 28396 27747

82% 80% 8% ™%

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

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

deposits,

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

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

I.ill 2nil(i Revenue Sources Honk mH9
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Revenue. A -5a

Petroleum Production Tax ;uul Royalty Revenue—History 1

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

42

5822
16
116
217

10719

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

2001

7974

%71
23
687.3
0.0

9.0

10
1,494.8

624.7

&%/l
31
7052
0.0
92
315

1570,7

2002

5465

445
93
4538
0.0

9.0

13
1,010.6

445
7
4771.2
0.0
9.3
264

1,078.3

2003 2004 2006 2006

827.5

234
709

851.8

90
D7
585.3
00
9.2
26.6

14729

9501

U5
176
612.1
00

96

6.6
1,587.3

M5
53
636.8
0.0
98
457

16774

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

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

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

21882 20174

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

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



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

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

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

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

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

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

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

ANS and Cook Inlet Royalty Revenue— History In

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

Revenue to Permanent Fund &Public School Fund

al 2701
Gas 04
ANS Revenue to PF &PSF 2705

General Fund Revenue

al 7355

Gas 11

ANS Royalty Revenue-Net 736.6
COOK INLET
Total Revenue

al 285

Gas 300

Cook Inlet Royalty Revenue 58.5

Revenue to Permanent Fund &Public School Fund

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

General Fund Revenue

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

1998

1609
03
1612

4412
421

135
209
345

1045
0.3
104.8

2979
298.6

137
24.6

35
6.3
9.8

102
286

897.0
12
898.2

2385
2389

6584
659.4

26.2
26.0
52.3

6.7

66
133

195
389

1999 2000 2001

1,095
1,100.9

3021
04

3025

7974
10
7984

36.7
409
71.6

94
104
198

214
305
57.8

7611
18
762.8

2146
2151

546.5
478

25.3
338
01

64
151

188
440

11420
44

11464

314.5
315.7

8275
32
830.7

325
314
639

83
163

242
234
476

2002 2003 2004

1,287.3
88
129%6.1

349
52.6
874

89

134
23

26.0
392
6.1

2005

1,745.6
9.0
17545

4451
2.3
4474

13004
6.7
1307.1

392
418
8L0

100
107

20.7

292
311
60.3

2006

22173
122
2,2296

5654
31

16519
16610

414
550
%.4

106
140
246

30.8
410
718

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

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

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

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

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

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

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

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

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

i Lill 20 Revenue Souia-s Hunk
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Revenue. A -7 b

kill 2006 Revenue Soune*. Rook

Total Alaska Goveruinent Petroleum Revenue— Forecast.11

FY

Corporation Petroleum Tax
Production Tax

Petroleum Property Tax

Al and Gas Royalties?4
Bonuses, Rents and Interest,l’
Deposits to the CBRF

Total Petroleum Revenue

2007

657.2
2,067.2
5L7
2,018.7
9.1
90.0

4,953.9

2008 2009 2010 011 2012 2013 2014 2015 2016

4937 4665 4550 4471 4587 4301 404 PpL1L 3675
14761 14081 13335 13668 13362 1195 10062 9376 8756
514 510 50.6 04 01 49.2 479 46.5 46.0
17681 17279 16787 16860 15321 13657 11850 1,153 11358
21 220 214 228 215 239 30.2 242 197
20.0 200 83 00 0.0 00 00 00 00

38344 36905 35475 35732 33986 30644 26733 25247 24446

(2) Told does nat include NPR-Aroyalties, rents and bonuses. Revenue nuntoers (except for royalties, bonuses, rents and interest) are franthe Alaska State Ac-
oounting Systemn (AKSAS). AKSAS revenie is reported far period dil and gas produced; when armended, revenue is different than when it wes actually collected.
Gross royalties, bonuses, rents &interest are Iramthe Departrent of Revenue's Forecast Modd and may no! metch AKSAS nurbers in tables throughout this
Revenue Sources Book: Forecasted General Fund petroleum revenue through FY'2016 can be found on the Tax Divison's web site at: hitpr/Avantax state.

ak us/sourceshook/ Total GCovernmentRevenue.pdf
(@ Indudes dl royalty payments allocated to Perrmanent Fund, Public School Fund and Gereral Fund
(3 Al and Gas Settlenents fram DCR Minerdl Payrrents Fund Allocation Detail.
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Prices. B -1la
Crude Oil and Natural Gas Prices—Ilistory I

NOMINAL
wti, ANS W est Coast. ANS and Cook Inlet W ellhead
$perBarrel
FY 1997 1998 1999 2000
W1 254 1804 1413 2482
ANS West Coast 20.90 15.86 264 2327
ANS Wellhead Wd Avg All Destinations 16.40 11.70 850 18%
Cook Inlet Wellhead 18.76 1376 1051 21.00
Henry Hub Natural Gas Prices
$ PER MM BTU
FY 1997 1998 1999 2000
Henry Hb 248 243 197 264
CONSTANT 11

2001
3041
27.86

281
25.88

2001

547

wti, ANS W est Coast. ANS and Cook Inlet W ellhead Prices

$ per Barrel

FY 1997 1998
Wi 27198 2189
ANS West Coast 2594 1924
ANS Wellhead Wd Avg All Destinations 20.35 14.19
Cook Inlet Wellhead 2328 6.69
Henry Hub Natural.Gas Prices

$ per MM BTU

FY 1997 1998
Henry Hb 308 2%

1999 2000
1686 2905
1508 27.23
1015 2217
254 2438
199 2000
2.35 309

2001
34.30
3143
2574
2.20

2001

6.17

Prices

2002 2003 2004
2387 2947 3312
2178 2816 31.74
1709 2310 2671
1964 2493 2785

2002 2003

2.80 4.62 537
2002 2003 2004
2608 31,87 3H06
238 304 3RB61
1867 2497 2828
2146 2695 2949
2002 2003 2004
3.06 500 5.69

2005 2006
4719 6301
4344  60.80
3882 56533
4024  571.06

2004 2005 2006

6.18 920
2005 2006
4838 6301
4454  60.80
3980 5533
4126 5706

2005 2006

6.34 920

(1) Deta IramPlait”? Gilgram Prieo Report, VWood MeKerzie and Alaska Deportrrent of Revenue's prevailing value and tax retum data. Asumrary ol hisloncal
oruck all and natural gas prices can be found on the Tax Divisiarisweb site: Hlir. ‘Anvwvtax stato.ak us/sourcesbook/Nominnl Gil8NalGasPreos .
(@ Adjustrent lo “corstant™ dollars is usolul lo compare prices across tmo exduding inflation: These pneo dala aru adjusted lo constant dollars based on inck-

ton rales provided by
U which can be found at htlpuAnniviis go

lillp AAnnuviax stale ak us/sourceshook/Conslanl Gil &NatGasPnecs pdf

‘hi «1.ill 211(16 Revenue Suuues Hnnl;

Ihe US Departrent ol Laboor, Bureau ol Labor Statistics The data series used is the Consurmer Prieo Inoex far all Unoen Consuers ((PI-
‘gov/homo him Asumrary of constant crudee all and natural gas prices can be found on the Tax Divisioris web Stoal
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Prices. B -1Ib

Crude Oil and Natural Gas Prices— Forecast"1

NOMINAL

WTI, ANS W est Coast. ANS and Cook Inlet W ellhead Prices
$ perBarrel

FY 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
W 6145 5375 5200 5150 5250 5000 4750 4400 4500 4600
ANS West Coast 5015 5125 4950 4900 5000 4750 4500 4150 4250 4350
ANS Wellhead Witd Avg All Destinations 5235 4497 4484 4409 4498 4224 062 BB 3B66 3751
Cook Inlet Wellhead 56,32 4919 4745 4699 4798 4549 4300 3050 4051 4152
Henry Hub Natural Gas Prices

$ per MM BTU

FY 2007 2008 2009 210 2011 2012 2013 2014 2015 2016

Henry Hib 593 576 593 5.88 6.02 580 525 475 488 502

CONSTANT
WTI. ANS W est Coast. ANS and Cook Inler Wellhead Prices
$ per Barrel

FY 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Wil 581 5091 4794 4620 4584 4249 928 P42 BB K07
ANS Wesl Coast 5757 4854 4563 4396 4366 4036 3¥2 3340 3329 3316
ANS Wellhead Wd Avg All Destinations 5095 4259 4133 3056 3927 3HO R7F 288 2872 2859
Cook Inlet ellhead M8 4659 4374 4215 4169 3865 H5%6 3180 3173 3165

Henry Hub Natural Gas Prices

$ per MM BTU
FY 2007 2B 2009 2010 2011 2012 2013 2014 2015 2016
Henry Hi 434 38 38 38

(1) Dela framlho Departrent o Revenue's forocas! model. Forecasts of crude ail and netural gos prices through FY'2016 can be found on the Tax Dvisians web

site: blipAwwviax slate ak ussourceshook/Nommel Gl &Nl GrsPoes poff
(@ Adiusiment lo'nominal’ dollars is requiired lo prepare Ihe crude dl and netural gas price forecast Callan Associates Inc.'s inflation rale of 2 75%wes used far

Fy2007-hoyond  Asunmrary of nominal cruce ail and netural gas prices can bo found on Tho Tax Division's web sito at hllp/Awwvlax state ak us/sourceshook/
CorslanlO.iXNAlGrsProes pdf
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Ni'tback Costs. B -2a

Nominal Netback Costs— History"1
Marine Costs, TAPS Tariff, Feeder Pipeline and Other Adjustment Charges

$ per Barrel

FY

IVerine Costs

~\?S Tarff

TAPS Quality Bank +Loss

Feeder Pipe + Cther Upstream Costs
Location Differential

Total Netback Costs

1997

152
271
0.00
on
0.16

450

1998

151
273
000
0.07

(0.14)

4.16

1999

152
274
0.00
003

(0.16)

414

150
286
0.00

(001)

(011)

4.32

2001

139
327
0.00

(0.09)
047

504

2002 2008
1% 17
35 340

002) (005
009 030

042 (029
439 506

2004

169
316
(013
026
0.05

5.04

2005

179
328
027)
023
(041)

462

2006

163
358
027)
afQ
013

547

(1) Dela fromIho Departrrent of Revenue's Forecast Mbdd. Asummrary of histarical netback costs can be found on the Tax Divisiaris web site at htp/AAmvtax

slate ak us/soureeshook/NetbackCosts pdf
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Netback Costs. B-2D

Nominal Netback Costs— Forecast™

Marine Costs, TAPS Tariff, Feeder Pipeline and Other Adjustment Charges

S per Barrel
FY 2007 2008 2000 2010 2011 2012 2013 2014 2015 2016
Verine Costs 176 179 1% 189 1% 19 204 200 214 219
TAPS Taiff 4.38 411 2.36 243 248 253 257 271 284 292
TAPS Quality Bank + Loss (062 (045 (046) (047) (048 (050 (051) (053) (0% (059
Feeder Pipe +Other Upstream Costs 0.86 0.83 08 087 092 110 116 15 130 1%
Location Differential 043 0.00 006 018 0.16 0.13 012 010 010 0.09
Total Netback Costs 6.80 6.28 4.66 49 5.02 5.26 538 562 58 509

(t) Data framthe Department ot Revenue s Forecast IMbdel Forecasted netback costs through FY'2015 can be found on the T x Divi .ioris web site at hpll
wwwvita statie.ak us/scurcesbook/NelbackCosts.pdf
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2007

61.45
99.15
52.35
56.32

55.90
5360
47.40
SLH4

$5.56
$5.55
$4.95
$4.78

99%
lud
105%

2008

53.75
51.25
44.97
49.19

49.10
46.90
40.90
44.85

$4.65
$4.35
$4.07
#uA

95%
9.3%
100%

Prices. B -3
Price Changes from Spring 2006 Forecast
S per barrel
FY 2006
Fall 2006 Forecast
Wi 63.01
ANS West Coast 60.80
ANS Wellhead™ 55.33
Cook Inlet Wellhead 57.05
Spring 2006 Forecast
Wi 61.02
ANS West Coast 5872
ANSWEllhead » 5301
Cook Inlet Wellhead 56.33
pnee chanoe from prior forecast
Wi Si. 9
ANS West Coast $2.08
ANS Wellhead?' $2.32
Cook Inlet Wellhead ~ $0.74
percent chanoe from poor forecast
W 3.3%
ANS West Coast 35%
ANSWellheadl 4.4%
Cook Inlet ellhead 13%

(1) ANSW\AlIhead woighted average all cestiration:-

9.3%

THO  L.ill 2MI(i Ri*venuv Nnuiccv Ik

9 ™0

2009

52.00
49.50
44.84
47.45

2750
2550
21.13
2346

2450
$24.00
$2371
$23.9

89 1%
A 1%
112 2%
102 2%

2010

51.50
49,00
44.09
46.99

27.50
25.50
21.02
2349

$24.00
$2350
S23.07
$2350

87 3%
92 2%
109.8%
100.1%

011

52.50
50.00
44.98
47.98

27.50
2550
20.87
2348

$2500
$24.50
241
$24.50

90 P
9% 1%
1156%
104.3%

2012

50.00
4750
4224
45.49

27150
2550
20.62
2349

$22 50
$22.00
$2163
$22.00

81 6%
86 3%
104 9%
93 ™o

20.3

4750
4500
39.62
43.00

27150
2550
2043
2350

$20.00
$19.50
$19.18
$19.50

72.1%
765%
B P
63 0%

2014

44,00
4150
35.88
39.50

27150
2550
20.24
23.50

$16 50
$16 00
$1554
$16 00

60 9%
62 7%
Mm

68 1%

2015

45,00
4250
36.66
4051

2150
2550
20.17
2351

$17.50
$17 00
$16.49
$1700

63.6%
66 ™0
8L ™%
72 3%

2016

46.00
4350
3751
4152

27150
25.50
20.07
23.52

$18 50
$1500
$1744
$18.00

67 3%
70.6%
86 %
76,5%



Production. C -|
Production Changes from Spring 2(106 Forecast
Million Harrels per Day

FY 2006 2007 2008 2009 2010 2001 2012 2013 2014 2015 2016
Fall 2006 Forecast
ANS 0845 0740 0782 0779 079 0782 081 07% 0772 0737 06%
Cook Inlet 0018 0017 0016 0014 0013 0012 001 0010 0010 0009 0008
ALAKA 083 0756 0798 0793 0792 074 0842 086 0782 0746 0705
Spring 2006 Forecast
ANS 084 085 083 079 078 082 0813 0786 0762 0732 0772
Cook Inlet 0018 0017 0016 0014 0014 0013 0012 o001 OO 0010 0010
ALASKA 0872 0842 0819 0813 079 0615 085 0797 0773 0742 0782
volurre chanoe from pr.or forecast
ANS Tad (0008F (008 (0021) (00200 (0007) (00200 0018 0010 0009 0005 (0.076)
Cook Inlet 0000 (0.000) (0000) (000O) (0OO1) (0.00L) (0OOL) (OOOL) (0.00L) (0001 (00O
ALASKA (0.008) (00%6) (0021) (0020) (0008 (0021) 0017 0009 0008 0004 (0077)
oercent ch3no© from prior forecast
ANS Tatal -10% wOAO  26% 2% 0% -25% 23% 1% 1% 07% 98%
Cook Inlet 00% *L7% -04% .-26% 44% 62% 83% +102% -120% -135% -14
ALASKA -11% -102% 25% -25% -10% -26% 21% 11% 11% 05% -9%

Il JItIKi Itt'vriiuc Vum.* ItiioL « |1l
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Production. C-2<1
Crude QOil Production—History™'
Million Barrels per Day

FY 1997 1998 1999 2000 2000 2002 2003 2004 20056 2006
Alaska North Slope

Pmdhoe Bay 0809 0713 063 0571 0540 0487 0433 0419 0381 0340
PBU SatellitesO’ 0 0 0003 0005 0007 0026 0045 0052 0044 0041
GPMALL 0210 0192 0159 0118 0089 0075 0065 0061 0056 0048
Kuparuk 0266 0259 0240 0212 0197 0176 0160 0155 0142 0134
Kuparuk Satellites'-’ 0 o000 0025 0037 0031 0039 0052 0049 0051 004
Milre Point'6 0048 0053 0055 0053 0052 0052 0051 0051 0050 0041
Endicott@ 0070 0.057 0052 0048 0037 0033 0029 0029 0024 002
Liberty 0 0 0 0 0 0 0 0 0 0
Alpined 0 0 0 0O 0038 00% 0098 009 0104 0123
Fiordl. 0 0 0 0 0 0 0 0 0 0
Nanuq®L 0 0 0 0 0 0 0 0 0 0
NPR-A 0 0 0 0 0 0 0 0 0 0
Offshorel'” 0 0 0 0 0 0 0 0 0 0
Northstar-"1 0 0 0 0 0 0019 0057 0066 0069 0,056
Total ANS 1403 1274 1170 104 0991 1004 091 0980 0917 0845
Cook Inlet 0037 0032 0032 0029 0020 0033 0028 0023 0019 0018
Total Alaska 1440 1306 1202 1073 1020 1036 1020 1004 0936 0863

(1) Asummary of historical crude cl production can be bund on the Tax Divisions web situi at: hittp/Anvwviax state ak us/sourcesbook/AlaskaProduction pof
(@ Includes /Cls fromGentral Ges Rdility shipped lo TAPS

(3 Auaa, Boreas Mdnigt Sun.Qrion and Polaris

(@ lisburre, Niakuk Nooh Pruchoe Bay State. Point Melntyre, Raven, West Bea’mand West Niakuk
(5 Mifwatar. Tabasoo. Tamand Vst Sak

(6) Indudes Sag River and Schradker BIUff

(7) Includes Badam, Eider and Sag Delta

(8] Inclucks Alprme-W\st and Qi

(9 Fodand Hord-Kuprmk

(20) Nerug and NenuorKupank

ill) Knoan Ofiseore includes Niknochuo and Qoogunuk

(t?) Includes Qulei Contirental Shelf (CCS) production

I3 lull JWtli Kivitnu Vniiicv



Production. C-2D
Crude Oil Production—ForecastI'
Million Parrels per Day

FY

Alaska North Slope
Prudhoe Bay@
PBU SatellitesB
GPMVA'

Kuparuk

Kuparuk Satellites™
Milne PointA
Endicott11

Liberty

Alpire '

Ford

Nanuq '

NPR-A

Offshore™
Northstaré

Total ANS
Cook Inlet

Total Alaska

0.280
0.045
0.030
0.119
0.045
0031
0.017

0.106
0.010
0.005
0.051
0.740
0,017

0.7%6

0.301
0.052
0.044
0116
0.053
0.037
0.016

0.090
0.019
0.012

0.003
0039

0.782

0.016

0.798

0.295
0.064
0041
0113
0.053
0.037
0.015

0.079
0.023
0.013

0.014
0031

0.779

0.014

0.793

2010

0.286
0.080
0.039
0.107
0.055
0.038
0.014

0.076
0.023
0.012

0.023
0.026

0.779

0.013

0.792

0.279
0.091
0.036
0.103
0.059
0.040
0.014

0071
0021
0011
0.010
0.028
0021

0.782

0012

0.7%4

2012 2013

0268 0.258
0089 0082
0034 0032
0098 004
0062 0064
0044 0048
0014 0014
0050 0046
0062 0055
0015 0008
0010 0010
0038 004
0028 0027
0018 0015
0831 0.7%
0011 0010
0842  0.806

lull 2001 Revenue Smirto Rook

2014

0.249
0.075
0.030
0.001
0.065
0.049
0.014
0.040
0.048
0.005
0.009
0.060
0.025
0013

0.772

0.010

0.782

2015

0.240
0.069
0.028
0.087
0.066
0.046
0.015
0.033
0041
0.004
0.008
0.064
0.024
0011

0,737
0.009

0.746

2016

0233
0.064
0.027
0.084
0.067
0.044
0.016
0.027
0.036
0.003
0.008
0.057
0.022
0009

0.737

00

0.705

11) Fore :<>ted crude oil production through FY 2016 can be found on thu Tiik Division's web site at hito w.vw tax slate nk uS'soifCCShook/AlnfkaPro<uction pdf

(@ Incudes NALs framGentral Gas Fedility snipped to TAPS
(3 Auicra. Boredlis, Mgt SunQrionand Polaris

(4] Liscurre. MeakukNarth Pruchoe Bay State, Port Mirtyre: Raven. Vst Beach and West Nk

(S Me (wnater, Tabasto. Tamand est Sak
(6) Incudes Sag River and Schrader Blufl
(7) Incudes Bachmi, Hder and Say Delta
(81 Incjdes AipineWest and Qarrk

(9 Fed and Hod Kuparuk

(10 Nerpgand NenuepKupank

(il Krx'An Offshore includes Nikaildhug

od

(12) incudes Cuter Continental Shelf (OCS) prodetion

[.ill Jilllit lit veilin' hoi IKt\ |liltik
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Production. C-3<1
Economic Limit Factors (for Fields with Positive ELF)— History

Percent
FY 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Prudhoe Bay 09725 09626 09489 09308 09170 08%60 08701 08547 08430 08591
Aurora 0 0 0 0 0 0 0 0 0294 08591
Borealis 0 0 0 0 0 00785 01140 00839 03009 0.8591
Mdhight Sun 0 0 0 0 0 0 0 0 0204 08591
Orion 0 0 0 0 0 0 0 0 02061 08591
Polaris 0 0 0 0 0 0 0 0294 08591
Point Melntyre 0949 09220 08510 06300 04312 02064 01603 01084 03201 08591
Kuparuk 0.7814 07584 07017 05977 0.'534 03526 02292 01798 0.0507 0.0050
Tam 0 0 00713 00476 00040 00421 0.099% 00597 00097 0.0003
West Sak 0 0 0 0 0 0 0 0 0 0
Mire Point 00193 00310 00427 0024 00106 j 0013 0 0 0 0
Endiicott 04734 03029 00862 00487 00089 00014 00003 0.0002 0 0
Liberty 0 0 0 0 0 0 0 0 0 0
Alpire 0 0 0 0 03458 08784 08570 08430 08201 08574
Ford 0 0 0 0 0 0 0 0 0 0
NPR-A 0 0 0 0 0 0 0 0 0 0
Northslar 0 0 0 0 0 04198 08642 08468 08343 07278
Volume Weighted ELF 08504 08232 07628 06930 06441 0.6085 05756 05561 05827 04834

(1 Asummary of historical ELFs can bo found on the Tax Dnnsion's web site at hllpViwwwtax sir-  ak us. sourccsbookiELF pdf

till  1.ill 20110 liruiH ie Siiiiii=> Hunk



Production. C-3b

Fcoiinniic L.imit Factors (for Fields with Positive FLF)— Forecast(®

Percent

FY

Prudhoe Bay
Aurora
Borealis
Midnight Sun
Orion

Polans

Poinl Mclntyre
Kuparuk
Tam

West Sak
Mire Point
Endicott
Liberty
Alpire

FHord

NPR-A
Nerthstar

\olurme Weighted ELF

0.7330
0.7330
0.7330
0.7330
0.7330
0.7330
0.7330

0.7080
0.0044

04311

0.4713

05734
0.0446

02483
04516

lull 2006 Revenue Sources Book

() HFisprodded through FY 2011 loassist in Iho comparison ol PPT revenues and icvenuc under - f old BLFbesed system This conmperison is recired

urv.rthonev d'lulo
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R e v en ue S ources B o o k
Alaska Department o fRevenue - Tax Division
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11. Index

Alaska Aerospace Development Corpora-
tion 75,76,77,78,79,80,81

Alaska Department of Revenue/Depart-
ment of Revenue i, ii, 2, 7, 10, 16,
17. 20. 23. 26.36,44,47, 49,67.
70,82,90,91.92,93,94, 95,96,
97. 98. 99

Alaska Energy Authority 56. 75, 76, 77,
78. 79, 80, 81

Alaska Housing Finance Corporation 56,
75, 76, 77, 78. 79. 80. 81

Alaska Industrial Development and Ex-
port Authority 75, 76, 77, 78, 80

Alaska Municipal Bond Bank Authority
56, 75,76, 77. 78, 79. 80,81

Alaska North Slope (ANS) I, 10. I, 12,
13. 14. 16, 19, 33.34,35,36,37,
38, 39, 40. 41, 83.85.90. 91,92,
93,96,97,

Alaska North Slope Production (see Oil
Production)

Alaska Railroad Corporation 75. 76. 77,
78, 79,80,81

Alaska State Accounting System (AK-
SAS) 7, 56, 84, 90, 91, 92, 93,
94. 95

Alaska Student Loan Corporation 75

Alcoholic Beverage Licenses 8. 54, 87

Alcoholic Beverages Tax 46

ANS Crude Oil Price on the West Coast
(ANS WC) 10.96.97.100

API Gravity 21,22,23,24

Bonuses, Rents and Intetest 87. 88, 94,
95

Business Licenses 52

Cabin Rentals 55

Callan and Associates, Inc. (see Inflation)

Charges lor Services i, 8. 9. 46. 49, 50

Charitable Gaining 47

Cigarette fax 49,51

Coal Royalties 55

Commercial Passenger Vessel Ranger Fee
47. 52

Commercial Passenger Vessel lax 47. 52

Conservation Stirehage (see lla/ardous
Release fax)

Constitutional Budget Reserve Fund
(CBRF) ii. 1,4.5. 18.29.43,66,
67. 84. 88. 89

Cook Inlet (Cl) 15,32,41, 83, 90, 91.

92,93,96,97, 100, 101, 102, 103
Corporate Income Tax i, 4, 8, 28, 29, 43.
47,48,50,51

Cruise Ship Tax (see Commercial Pas-
senger Vessel)

Dive Fishery Management Assessment
7,49

Economic Limit Factor (ELF) 15, 16. 17,
31,32,33, 16,33,32,33,34,35,
83,91, 104, 105

Electric and Telephone
47, 86

Endowment Funds i, 71

Estate Tax 8,48

Exploration Properly Tax 42

Federal Receipts/Federal Revenue/Feder-
al Spending i, 5, 46, 57, 58, 60. 84

pcralivc Taxes

100, 101, 102, 103, Fd¥iler Pipelines 38

Fines and Forfeitures i, 4, 46, 53

Fisheries Business Tax 8. 9, 51, 98

Fishery Resource Landing 8.48

Fishing and Ilunling License Fees 54

Forecasting Methodology 11, 29,36

Gas Production Tax i, 15,29

Gas Royalties 87. 94, 95

General Fund Revenue 7, 84, 92, 93

General Fund Unrestricted Revenue i,
85, 87, 88. 89

General Purpose Revenue
84

Governmental Accounting Standards
Board (GASH) 5,71,72,84

Gravity 21,22,23,24

Ila/ardous Release fax 8, 31, 34

Heavy Gil i.21.22.40

llenry llub 96, 97

Inflation 36.38,49.54.69. 74. 84. 96. <7

Insurance Premium Tax 9. 48, 51, 86

Interest Paid by (hhers 63

International Energy Agency (Il A) 22.

1, 7,8, 10. 17.

23. 24. 25. 37
Investments/Investment Earnings/Invest-
ment Revenue i. |, 3.4, 6, 8, 9.

4, 15. 17. 18. 24,27. 31,38,45.
46.57.61.62.63.64.65,68.71.
72. 76, 84. 87
Land Leasing, Rental and Sale 55
Licenses and Permits i, 4, 9, 46, 54, 8“
Location DifTetential 38, 39, 98, 99
Marine Highway Fund 50

lull 2(H)6 Revenue Sources Book

Marine Transportation/Transportation

Costs 34, 35. 38, 39

Mining/Mining Tax/Mining License Tax
48, 84

Miscellaneous Revenue 9.87

Motor Fuel Tax 8,48,49, 50, 51, 86. 87

Motor Vehicle Registration Fees 54

Motor Vehicle 'fire Fee/Tire Fee 49

National Petroleum Reserve-Aiaska
(NPR-A) 12,29,30,43

Natural Gas 31,83,96,97

Netback Costs 39, 83, 98, 99

New York Mercantile Exchange 10, 1l

Non-oil Revenue i, 1,46

Ocean Ranger Program 47. 52

Oflice of Management and Budget
(OmMB) 7,36,52,56,58

Oil and Gas Conservation Commission
Receipts 53

Oil Prices (see ANS Crude Oil)

Oil Production I, 10, 12, 14,22, 24,34.
35,36.38,43, 102, 103

Oil Production Forecast 12, 13. 103

Oil Pioduction Forecast -Cuirently Pro-
ducing 12,13,35.39,40

Oil Production Forecast - Under Devel-
opment 12,13,39,40

Qil Production Forecast - Under Evalua-
tion 12,13,39,40

Oil Revenue 4. 6. 8, 10, 27, 28, 30. 83.
88, 89, 94. 95

Oil Royalties 4,30.34.35

Organization of Petroleum Exporting
Countries (OPEC) 36.37,38

()lher Revenue i, 4, 6, 17. 43, 45.46. 56

Other Tobacco Products 49

Outer Continental Shelf 102, 103

Permanent Fund i. ii, I. 5. 29. 43,55. 62.
65,69.71,72.73.74,84.88.89.
90,91,92,93.94,95

Permanent Fund GASH (or Muikct)
Income 84

Permanent Fund Statutory Income 84

Petroleum Profits Tax (PP L) 15. I1(» 17,
24,31.32.33.34. 78.85.91. 105

Petroleum Revenue ii, 83, 88. 89, 94, 95

Petroleum Special Settlements 87. 88. 89

Pipeline Transputtution Property 42.106

Prevailing Value 35. 96

Production Costs 25. 38

I .ill 3(1(16 Revenue .Sources Book « HO
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Production Properly 42, 106

Production Tax i, 4, 8, 10, 15, 16, 28, 29,
31.33,34,38, 85,91

Program Receipts 7, 52, 53, 84

Progressivity Tax 32

Property Tax i, 4, 8, 28, 29,30.42. 86,
88, 89, 94, 95

Public School Fund 43, 88, 89, 90. 91.
92,93, 94, 95

Receipt Supported Services 49. 55

Regional Seafood Development Tax 49

Regulatory Commission of Alaska
(RCA) Receipts 53

Rents and Royalties i,4,43,46. 55

Restricted Program Receipts 84

Restricted Revenue ii. 4. 84, 86, 87

Royalties 4, 8. 28. 30, 34. 35. 43. 55. 87.
88, 89, 94, 95

Sales/Use lax 8, 50, 51

Salmon Enhancement Tax 49

Seafood Marketing Assessment/Tax 49,
52, 86, 87

Sensitivity Matrix 36. 85

Severance Tax (see Production fax)

Statutorily Designated Program Receipts
53

Steam Assisted Gravity Drainage
(SAGD) 23.24

lax Division Annual Report 9, 28, 42,
51,52

Taxes i. 1,4.7.8.9,29. 31 32, 39. 46.
47,48,49,51,58. S4,88,91

lest Fisheries Receipts 52,53

Timber Sales/Receipts 87

lire Fee (see Motor Vehicle lire Fee/lire
Fee)

Tobacco Settlement/Master Settlement
Agreement 53,54

tobacco Tax 8.49

I'rans-Alaska Pipeline System (TAPS)
13.38.39,98

Transfer from Component Organizations
55,56

Unclaimed Properly 7.9, 55. 56

Unrestricted General Purpose Revenue
Unrestricted Revenue i, 1.4. 7. 8.
9. 10.17.84.85.87,88.89

U.S. Department of Energy. Energy
Information Administration (DOE*
EIA) 37

108 « Fall 2006 Revenue Sources Monk

Vehicle Rental Tax 8,49

Viscous Oil 13,22,23,24,39,40

Wellhead Price/Wellhead 10, 15, 31, 38.
96, 97. 100

West Texas Intermediate (WTI) 10. 36.
37. 96, 97, 100
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R e v e n ue S ources B o o k
Alaska Department o fRevenue - Tax Dii ion

In accordance with AS 37.07.060 (b)(4), the Revenue So...*ccs book iscompiled
biannual!}’ by the Alaska Department of Revenue to assist v.e governor in for-
mulating a proposed comprehensive financial plan for pre nation to the Alaska
State Legislature. Within the publication are shown prior ear actuals, revised
current year estimates and future year projections.

Anticipated state income is projected through the use of a amber of data sources:
(1) econometri models developed by the Department or . enue to forecast
unrestrict d non-petroleum revenues

(2) a petroleum revenue model created by the department lax Division

(3) estimates from individual state agencies.

We thank the various state agencies lor their cooperation * computing antici-
pated revenues for publication in this fall 2006 Revenue trees Book.

Ihe Department of Revenue complies with lilie Il of the Americans With Dis-
abilities Act of 1000. Ihis publication is available in altcrr . 'ivc communication
formats upon request. Please contact the divisions teprescr *.ative at 007.-16S.3602
or 007.46S.367S (Il >1>) to make necessary arrangement

lhis publication, required by law (AS 37.07,060), was pr ited in luncati,
Alaska at a cost of about S7 per copy.
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RESULTS AT A GLANCE

DEPARTMENT OF ADMINISTRATION

100% of payroll transactions processed without penalty pay caused by central
processing problems (FY2004 through FY2006).

100% of payments to vendors and grantees processed within one business day
of certification (FY2004 through FY2006).

Projected $4.9 million cost reduction in health care claims administration
(FY2006 to FY2007)

Estimated $3.8 million cost reduction in health care claims as a result of
reducing the number of ineligible dependents of active employees (FY2005 to

FY2006).

Projected $10.7 million cost reduction in health care claims as a result of
reducing the number of ineligible dependents of retirees (FY2006 to FY2007).

17% increase in State Travel Office (STO) customer satisfaction as measured
by quarterly STO customer surveys (3rdquarter FY2006 through lstquarter

FY2007).

Over 90% of Public Guardian clients had shelter available in FY2006. Further
progress is anticipated for FY2007.

99% of children involved in Child in Need of Aid (CINA) cases are provided
Guardian Ad Litem services to advocate for the child's best interests.

ETS mainframe computer systems and data and voice communications
systems were usable and available over 99% of the time during FY2005 ami

FY2006.



RESULTS AT A GLANCE

COMMERCE, COMMUNITY & ECONOMIC DEVELOPMENT

Identified 2 unregistered broker dealers and investment advisors, unregistered
securities and fraudulent offerings.

5% increase from 2005 to 2006 in the number of municipalities and unincorporated
communities seeking training in local government management. This has assisted
communities in developing skills to run local government services more efficiently.

8% increase in communities receiving utility management training in 2006. This
has increased the number of utilities passing Management Capacity Assessments,
becoming provisionally certified with RCA and reducing long term debts.

Participated in 6 trade shows and conventions in FY06, providing strong advocacy
for mineral resource development by imparting information to prospective investors
on taxation, environmental laws and regulations.

Fillet equipment grants to Alaska producers influenced an increase in the annual
fillet production by 12%.

Film production spending created economic benefit for Alaska Communities.
Three feature films shot a portion of their footage in Alaska creating temporary jobs

and spending $2.0 million for wages.

30% improvement in processing time of electronic insurance filings due to a new
installation of VPN connected to the electronic filings server.

The average annual loan delinquency rate went down from 14.8% in FYO05 to 6.8%
in FY0O6 for portfolios serviced for other agencies.

Launch services operating revenue levels increased from $400.0 in FY03 to $16.0
million in FY06 supporting Alaska Aerospace Development Corporation mission to
promote aerospace related economic growth.

0.16% of Alaska Industrial and Export Authority loans were delinquent compared to
2.82% of Alaska financial industry loans in FY06. The loan portfolio is primarily
concentrated in commercial real estate, so it is important fr iue delinquency rate to
remain below the more diversified portfolios of Alaska banks.

Upgraded 50 Bulk Fuel projects, leaving 38 projects to complete. Upgrading Bulk
Fuel facilities reduces the cost of energy by replacing leaking tanks with code-
compliant tanks allowing the use of all fuel stored in upgraded facilities.

Increased value of exports of Alaska seafood to the European Union. Japan, and
China by 15% and increased volume of exports by 5%.



RESULTS AT A GLANCE

DEPARTMENT OF CORRECTIONS

8.43% overall reduction in the percent of new crimes committed by offenders
within 1-year after release from institutions or supervision. (FY2003 - FY2005)

Increased the annual number of offenders without a High School diploma or
General Education Development (GED) diploma who receive a GED while

incarcerated by 49. (FY2003 - FY2006)

Increase the amount of vegetables produced by inmate workers at Point
MacKenzie Correctional Farm for distribution and consumption at correctional

facilities by 484,746 pounds. (2003 - 2006)

Increased the number of Residential Substance Abuse Treatment (RSAT)
enrollees who completed the RSAT program by 19. (FY2004 - FY2006)

16% increase in the percent of graduates of the Residential Substance Abuse
Treatment (RSAT) program who follow afterca'e recommendations when
checked at six months after release from incarceration (FY2005-FY2006)

Increased the number of filled correctional officer positions at all institutions by
12, with an additional 47 contingent job offers. (January 2006 to October

2006)

‘'ncreased the number of filled probation officer positions by three, with an
additional 12 contingent job offers. (October 2005 - October 2006)



RESULTS AT A GLANCE

EDUCATION & EARLY DEVELOPMENT

5% increase from 2005 in the number of schools demonstrating Annual Yearly
Progress, for a total of 307 out of 497 schools making the target.

1% increase from 2005 of students in grades 3 through 10 who meet
proficiency levels in Standard Based Assessments in reading

1.2% increase from 2005 of students in grades 3 through 10 who meet
proficiency levels in Standard Based Assessments in writing

1.9% increase from 2005 of students in grades 3 through 10 who meet
proficiency levels in Standard Based Assessments in mathematics

4% increase in proficiency levels on the state high school graduation qualifying
exam for 10th grade students in reading (2003-2006)

6.5% increase in proficiency levels on the state high school graduation
qualifying exam for 10th grade students in writing (2003-2006)

6.9% increase in proficiency levels on the state high school graduation
qualifying exam for 10th grade students in mathematics (2003-2006)

Alaska Commission on Postsecondary Education

10% increase in federal education loan volume, showing progress toward goal
of 35% of overall lending through guaranteed education loans and increasing

federal revenues to the AlaskAdvantage programs.

38% increase in Alaskans served through the College Goal Sunday program,
which assists Alaskans in preparing to finance their college atterdancp.

The job placement rate for graduates from Alaska vocational institutions was
79%. exceeding tt*3 goal of 75%.



RESULTS AT A GLANCE

ENVIRONMENTAL CONSERVATION

Impacts of new and historical pollution to land and water were reduced with a 3%
increase in the number of polluted environments remediated or restored for use.

(2005-2006)

100% of the population is living in areas in compliance with health based Air
Quality Standards (natural events excluded).

The department’s four year strategic plan to establish protective standards for the
environment is on track with 74.5 % of priority program revisions completed.

99.5% of newly reported spills of oil and hazardous substances and contaminated
sites were cleaned up, exceeding the 98% annual target to contain and cleanup

pollution in the environment.

99.7% of rec.. dated facilities and vessel operators are without major violations of

their contingency plans.

33% of criminal violations were successfully resolved with the other 67% still under

investigation.

In FY2006, there were only two public illness outbreaks in the state’s 5,767
regulated food facilities, with 19 people becoming ill. There were no public illness
outbreaks in the 3,187 public drinking water facilities across the state.

The department’s four year strategic plan to establish protective standards for
protecting citizens from unsafe sanitary practices exceeds expected performance

with 96.0 % of food safety standards completed.

98% of Class | and Class Il municipal landfills, regulated industry landfills and
storage transfer areas are properly located, operating and authorized/permitted.

The remaining 2% are in process.

83% of serviceable rural Alaska homes are served by safe and susiainable

sanitation facilities.



RESULTS AT A GLANCE

DEPARTMENT OF FISH & GAME

9.7% increase in the ex-vessel value of Alaska's commercial fisheries (2004-
2005).

42% increase in number of aquatic farms operating under approved permits
(2003-2005).

100% of fishery limitations implemented meet constitutional and statutory
criteria for limited entry since the year 2000.

11 % increase in number of days anglers spent sport fishing statewide (2003-
2005)

Surpassed target (450,000) by 8% for number of sport fishing licenses sold in
2005.

Let a bond in 2006 to support construction of new hatcneries which will allow
the Division of Sport Fish to meet hatchery production goals in coming years.

Completed fish passage assessments for nearly 48% of state owned roads
since 2000, leading to the completion of 70% of all state-owned roads by the

end of 2007.

A 2% increase in sales of hunting and trapping licenses (2004-2005), with 2005

sales exceeding the 3-year average total.

A 300% increase since 2004 in the number of forums, lectures, brochures,
news articles, radio programs and webpages produced by the Division of

Wildlife Conservation offering the public opportunities to learn about wildlife and

wildlife management in Alaska.

Comprehensive subsistence harvest data collected and reported for select
communities in all 6 regions of the state in 2006 for the first time in the past 5

years.

Two-fold increase since 2003 in reporting and disseminating subsistence
harvest data in web-accessible information systems and technical paper
formats for management, planning, and to provide continued subsistence
hunting and fishing opportunities throughout Alaska.



RESULTS AT A GLANCE

OFFICE OF MANAGEMENT & BUDGET

In FY 06, 100% of recurring expenditures were paid with current revenues

$2.4 billion beginning balance in Constitutional Budget Reserve FY2007

AA credit rating

75% of agencies show progress towards achieving desired end results



RESULTS AT A GLANCE

HEALTH & SOCIAL SERVICES

5% reduction in the number of children placed in out-of-state residential
psychiatric treatment centers (2004-2006)

47% change in the percentage of children maltreated by an Out of Home
Provider moving Alaska from a high of 2.09% to 1.1% in three years and closer

to the goal of .57%.

19% change in the rate of substantiated child abuse reports (2002-2004),
showing improvement towards the goal of child safety.

The rate of maltreatment within six months of a substantiated report was 10.6%
in 2005 moving Alaska closer to the goal of 6.1 % or less.

6% change in rate of children unified with parents within 12 months of discharge
from foster care (2002-2004), heading in a positive direction towards achieving
the federal PIP goal of 57.91 % by 2006.

Pioneer Home average injury rate decreased from 2.2% to 1.43% between
FY2005 and FY2006.

20% decline in juvenile crime referrals (2003- 2035).

21% reduction in APl re-admissions from FY2004 to FY2006 (16.2% to 12.7%)
bringing Alaska closer to the goal of 10%.

18% decline in the number of clients receiving temporary assistance cash
benefits (2004-2006).



RESULTS AT A GLANCE

LABOR AND WORKFORCE DEVELOPMENT

Non-Resident Workers in Alaska increased slightly in FY 2004 to 18.4%. This
percentage has held relatively steady over recent years. (2001-2004)

55% of certified payrcils for public construction projects were checked for
compliance with resident hire requirements in FY 2006. With the new on-line
system the checked percentage should rise to 100% in FY 2008.

52% of Workforce Investment System participants entered employment in FY
2006. This level will serve as the baseline for future results reporting.

There were 79,228 participants in the Workforce Investment System in FY 2006.
This level will serve as the baseline for future results reporting.

In FY 2006 524 individuals with disabilities exited the Vocational Rehabilitation
program employed. This is an increase from 521 in FY 2005.

5,276 fewer job openings were listed on the department’s labor exchange system
in FY 2006 than were listed in FY 2005. With the transition to an online system
now comp’ete the 48,634 listings are expected to increase annually.

96% of participants trained by department grant programs entered employment in
FY 2006. This is an increase of 4% over FY 2005.

62% of participants trained by department grant programs in FY 2006 were trained
in prioriLy occupations as identified by the Alaska Workforce Investment Board.

This is an increase from 58% in FY 2005.

2% reduction in the rate of lost workday accidental injury and illness in FY 2006 as
compared to FY 2005. This brings the rate down to 2.24 per 100 employees.

There were 6 accidental workplace fatalities in FY 2006 at workplaces subject to
Alaska Occupational Safety and Health Administration jurisdiction. This is an

increase from 4 in FY 2005.

22% increase in employers participating in voluntary safety programs administered
by the Alaska Occupational Safety and Health Administration. This is an increase
to 22 employers in FY 2006 up from 18 in FY 2005.



RESULTS AT AG 4NCE

DEPARTMENT OF MILITARY AND VETERANS' AFFAIRS

Overall, the department end result targets are being met with a 90% success rate, our
strategy targets aie being met with an overall success rate of 95%.

100% of the Alaska Army National Guard and Air Gua'd units attain minimum

readiness standards.

e 84% ofjurisdictions completed their plans for the State's Three Year
Emergency Exercise Plan in 2006

e« 100% of emergency events are responded to directly or through coordination

with multiple agencies (2005/2006).

e Over 90% of cadets are placed in school or work at the time they graduate from the
residential phase of the Alaska Military Youth Academy. This target has been

exceeded over the past 4 years.

e In FY2006, the Veterans Service office assisted in the dollar recovery of over
$22 million dollars, which is 10% over the prior year. Even higher increases
are anticipated in F72007 due to the return of the Veterans’ Education

Approving Office to the department.

+ STARBASE has increased their student attendance by 20% from 1stto 2d
quarter 2007. (Science, Technology, Academics, Reinforcing Basic Aviation

and Space Exploration)

e« 10% more communities now have emergency satellite telephone
communications systems available and the number will continue to grow at an

expected rate of 15% annually.



RESULTS AT A GLANCE
DEPARTMENT OF NATURAL RESOURCES

Facilitated the increase of the total employment in the Natural Resources & Mining
Industries category, as reported in the Alaska Economic Trends, by 9%--from

10,700 in 2005 to 11,650 in 2006.

Maximized non-tax revenue from state oil and gas production through the collection

of $2.4 billion in revenues.

Issued only 84% of the authorizations (target was 90%) for new applications
received for the environmentally sound use and development of state lands and
resources due to staffing levels and vacancies in Claims, Permit, & Leasing

Component.

Acquired title to 1,489,618 acres of land from the Federal government promised at
Statehood, a 49% increase over the FY06 target of 1,000,000 acres.

Experienced a 17% annual increase for web site hits (61 million in 2005 to 71.5 in
2006) and a 19% increase in the # of terabytes of data downloads (from 2,113 GB
in 2005 to 2,513 in 2006), making it easier for the industries we serve to do
business with the State without requiring staff intervention.

Transferred 243,359 acres (target was 80,000 acres) of state land to municipalities
under the Municipal Entitlement Act.

More than a 20-fold increase in accessions of geologic resource and hazards
information highlights the increased activity in nearly all sectors of resource and
infrastructure development over a three vear period.- user sessions were FY04
248,806, FY05 1,670,802, and FY06 5,789.148.

Sold 24.9 million board feet of state timber in 61 sales to Alaskan purchasers for
value-added processing. This timber directly helped support 34 different
businesses, including 14 new purchasers.

99.7% of all developers were in compliance with Fish Habitat permits protecting
fish, wildlife, and their habitats. The staff increased the number of permits
processed from 2,397 in FY05 to 2,648 in FY06.

Provided safe and healthy access to 121 of our park facilities for more than 4
million visits, 80% of which are estimated to be from Alaska residents.

Increased the Federal Phytosanitar certification inspections 165% from 2004 to
2006 facilitating over 20 million dollars of forest and agric jlture products sold.



RESULTS AT A GLANCE

PUBLIC SAFETY

53% reduction in homicide rate >nthe area of Alaska where the department has
primary jurisdiction (FY2005-2006).

25% reduction in deaths as a result of motor vehicle accidents (MVA) over previous

3-year average (CY2005).

38% reduction in driving under the influence (DUI) fatalities compared to previous

3-year average (CY2005).

17% reduction in dollar value of property loss due to fire compared to the previous
5-year average (CY2004-2005).

93% of sex offenders known to the department submitted required documentation
on quarterly or annual basis per AS 12.63 (Registration of Sex Offenders), moving

towards goal of 100% (FY2006).

Increase of4% in FY2006 in rate of unsolved criminal investigations aided by
Alaska's DNA database, continuing trend from previous year.

56% increase in the number of DNA forensic profiles entered into the DNA
database (FY2006).

82% increase in the number of latent fingerprints identified using automated

identification systems (FY2006).



RESULTS AT A GLANCE

DEPARTMENT OF REVENUE

Five of the six funds managed by Treasury exceeded their benchmarks for the
year ended June 30, 2006; 29 ofthe 33 sub-funds also exceeded their
benchmarks for this time period.

During FY2006, the Tax Division’s voluntary compliance efforts yielded 855 new
taxpayers. Of these, 700 were the result of the Internet tobacco tax compliance

project.

Online applications for the Permanent Fund Dividend increased by more than
143,000 over the previous dividend year, from 34% in 2005 to 57% in 2006.
PFD surpassed their 2006 goal of having 50% of all applicants using online

filing.

The Child Support Services Division increased collections of child support by
3.72%, or $3.3 million, when compared to the previous fiscal year (calculation is

net of garnished PFD payments).)

Complaints received by the Long-term Care Ombudsman from or on behalf of
Alaskan seniors decreased by 9.42% during FY2006, compared to the previous

fiscal year.

The Alaska Municipal Bond Bank issued $77 million for 14 loans n eleven
communities during FY2006. These communities are estimated to have saved
over $3.8 million in reduced issuance costs and lower interest expense.



«

RESULTS AT A GLANCE

TRANSPORTATION & PUBLIC FACILITIES

27% reduction in highway fatalities per 100 million vehicle miles traveled (2003-
2005).

6% decrease in the number of state-owned bridges that are considered deficient by

FHW A standards. 151 out of 765 state owned bridges are considered structurally
deficient or functionally obsolete. (2003-2006)

4.5% reduction in the annual injury rate of department employees as a result of
increased emphasis on safety training, inspections and hazard analysis (2004-

2005).

19% reduction in the number of airports that are closed seasonally as airport
reconstruction and surface improvements address seasonal closure issues (2005-

2006).

11% increase in estimated investments at Alaska’s rural airports, well over the
department’s annual goal of 5% (2005-2006).
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RESULTS AT A GLANCE

UNIVERSITY OF ALASKA

The number of UA studentc graduating with degrees qualifying them to work in

Alaska high demand jobs - |like nursing, allied health, behavioral health,
engineering, computer networking, construction management and technology, and
many others - is up more than 22 percent since FY99. The UA system is fully

integrated in this effort, with more than half of these graduates using courses from
several different campuses to meet degree requirements.

UA has doubled the number of graduates who are able to become registered
nurses over the last five years, meeting the state’s need for new nurses.

Student demand for programs qualifying them to work in Alaska high demand jobs
is large. Annual fall semester enrollment in these programs has grown by more

than 3,000 students since FY99.

The University continues to expand its revenue generating ability through sources
such as federal funding and university receipts. University generated revenue
grows by an average of 8 percent per year and is up $164M since FY99.

UA’s research enterprise is strong with annual grant-funded research expenditures
growing by S42M over the last five years, a 50 percent increase.

A significant portion of the University’s research is in areas of importance to the
State of Alaska such as health/biomedical, climate change, resource development,
fisheries and ocean science, logistics, geosciences and atmospheric sciences. In
FY06, UA received 335 new research grant awards in areas of importance to the
state of Alaska, an increase of 38 percent over the last five years.

Undergraduate retention for students in certificate, associate and baccalaureate
programs is up 11 percentage points (a 20 percent increase) since FY99 and is at

an all time high of 66 percent.

Student credit hour enrollment at the University of Alaska has grown 15 percent,
about 76,000 student credit hours in total, since FY99.
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"It is the policy o fthe State to encourage the settlement ofits land anil the development
ofits resources by making them availablefor maximum use consistent with the public interest. ”

- Ataka Slate Constitution
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