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in cigarette consumption and inflation,
In our forecast, we expect that cigarette
consumption will decline at an annual
rate of4% 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 assumes 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 die
state. The majority of the receipts under
this category are from motor vehicle reg-
istration and fishing and hunting license
fees. Alcoholic beverage license fees arc

also separately listed. There arc 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.

Ihe number of alcoholic beverage li-
censes issued in a municipality 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 Fish and Game for
participation in various fishing, hunting
and related activities. 'lhe 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
purposes. Beginning with 2006 licenses,
a surcharge is in clfecr 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 & Permits, FY 2006 and Forecasted FY 2007-2008 ($ million)

Unrestricted

Alcoholic beverage licenses
Motor vehicles
Otliei fees

Total Unicstrictcd

Restricted

Hunting & fishing

Hunting & fishing fees (fish & game fund)

Sanctuary fees (fish & game fund)

1lunting & fishing subtotal

Other lees

Alcoholic Leverage license share

()thcr fees subtotal

Total Restricted
Grand Total

xj « Fall 20l Revenue Sources Bunk

History Forecast
FY2006 FY 2007 FY 2008
1.0 1.1 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
4.5 4.5 4.5
30.6 37.1 37.5
72.5 81.2 824



leered by die Division of Motor Vclvclcs
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 the 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 Royalties

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 gas
are reported in the Oil Revenue section
of this forecast.

Cabin Rentals

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

cabins are deposited in the General Fund.

Revenue should remain steady unless
there are significant changes in fees or

cabin usage.
Coal Royalties

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

O f 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,

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

hill 2006 Revenue Sources Rook

Land Leasing, Rental and Sale

Ihe Stare 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 are 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).

Other

This category includes unclaimed prop-
erty transfers, transfers to the state from
component organizations and miscella-
neous revenues. Miscellaneous revenues,
which include contributions to tire
state and other revenues, arc 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 FT 2007-2008 (S million)

History
Unrestricted FY 2006
| and leasing, rental & sale 7.4
Coal loyalties 1.1
Cabin rentals 0.3
Total Unrestricted 8.8
Restricted
| and leasing, rental iY sale 55
Coal royalties 0.4
Total Restricted 5.9
Grand Total 14.7

Forecast
FY 2007 FY 2008

7.9 7.9
1.2 1.3
0.3 0.3
9.4 9.5
55 55
04 04
5.9 5.9

15.3 15.4
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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, die 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 wages,
and security relared accounts. ‘lhe state
holds the property in trust until the
owner or his or her legal heir claims it.
Each /ear, the unclaimed property trust
account is evaluated and the excess of
the working trust balance is transferred
to the general fund.

No transfer was made during FY 2005:
as a result, a larger than normal transfer

was made in FY 2006. We anticipate
transfers will fall to $4.0 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

Eacb year, the state receives money in
the form of transfers from component
organizations, such as the Alaska Mous-
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 as a
result not all component organizations
are listed here.

Actual transfers for FY 2006 are reflect-
ed in drafr tables from the Comprehen-
sive Annual Financial Report. Forecasts
for FY 2007 and FY 2008 transfers are
based on discussions with rhe 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 Sc 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 are 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 ($ million)

Unrestricted
Miscellaneous
Unclaimed property

Total Unrestricted

Restricted

Alaska Housing Finance Corporation
Alaska Industrial Development & Export Authotity
Alaska Municipal Bond Bank Authority

Alaska Student Loan Corporation

Alaska Energy Authority
Miscellaneous1l

Total Restricted

Grand Total

History
FY 2006
30.6
10.0

40.6

50.4
8.8
0.7

44.0

52.8

156.7

197.3

Forecast
FY2007 FY 2008

16.5 16.5
55 4.0
22.0 20.5
48.7 73.5
16.6 10.0
1.0 1.0
1.9 60.0
52.2 32.2
100.4 176.7
122 .4 197.2

(11 Revenue shown muler .tccnutu crules lur "other” or "cuntiilnttiuns" in die Alaska State Accounting System (nr ( iener.tl fund stihlttnds

and special revenue funds.
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6. Federal Revenue

Figure 6-1. FY 2.006 federal revenue $2.0 billion
Sl

S10
$9
$8
$7

SO

Restricted S2.0 billion
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Figure 6-2. Total Federal Revenue to the State, f\ 2006 and Forecasted FY 2007-2008 ($ million)

Unrestricted

Federal receipts

Restricted

Federal receipts

Total

Ihe federal government continues

to play a significant role in Alaska’s
economy. In Federal Fiscal Year (FFY)
2004 (the most recent data available)
the federal government spent $8.4 bil-
lion in Alaska.*" Ihe majority of that
spending came from the activities of
various federal agencies, part was in the
form of grants to state and municipal
governments, and still another part
came in payments to individuals.

In FFY 2004, Alaska taxpayers received
$1.87 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% from FFY
2003.

Among federal agencies, the Depart-
ment of Defense spends the most in
Alaska, followed bv the Department ol
Health and Human Set vices. Together,
these two departments account (or
neatly half (48%) ol all federal spend-
ing in the state. Not surprisingly, a

History Forecast
FY 2006 FY 2007 FY 2008
0.0 0.0 0.0
1.971.5 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% ofall federal
spending comes in the form ol grants,
mostly to state and municipal govern-
ments, and to nonprofit organizations.

In FY 2006, the State of Alaska -e-
ceived and spent $2 billion in federal
funds. lbis Federal funding is generally
restricted to specific uses such as road
improvements, Medicaid payments and
aid to schools'. Potential chtngcs 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 l;Y 2008 are from the Office ol
Management and Budget and are based
on state agency projections ol potential

federal revenues.

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

that federally funded programs might
receive, while the actual appropriation
amounts are generally less. In addi-
tion, some ol 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 $3 billion in federal receipts.
State-matching money is required for
most federal funding. lhe 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 vet developed.

(1) U.S. I.'cnui’ Bureau (.'omnliilatal Iviletal lumls Kepoit lor I'Y 20lh, U.S. iJcp.umn'iu n|'( juiuuerrr, Washington. P.C.. JtUM,

tiu|’://h.irvruer.icmuv|;ovAlfr/.i\p/Kc|>ott\.a\p.

(.'i lax Il'oiiDilatioiis TYih ral Sprinting in F.nli State pet | Jollar ol | etlcral lasi".," htip://w\xw.(.ixloinulaiion.otg/taxingspeniling.liunl.
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Figure 6-3. FFY 2004 Federal Spending per Capita, Top Six States

14,000

12,000

10,000

4,000

2,000

0] n 1 -
Alaska Virginia Maryland New Mexico Hawaii North Dakota  U.S. Average

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

By Distributing By Appropriation
Agency Category

S Million Percent S Million Percent
Defense 2,521.6 3(1% Grants 3,216.9 389b
1lealth & Human Services 1571 1 19% Salaries & Wages 1.728.4 20%
Social Security 665.9 8% Procurement 1.699.7 20%
QOilier Agencies 3.686.9 44% Retirement & Disability 1,135.3 13%
Oilier Direct Payments 665.0 89b
Total 100’0 Total 8,445.3 1009b
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Figure 6-5. Federal Spending, FY 2007-2008 ($ million)

Budgeted
FY 2007
State Match Requirement
Operating Budget(l) 347.8
Capital Budget(l) 96.1
Total 443.9
Top Spending Categories
Transportation Projects(l) 1,040.5
Medicaid (I) 806.1
Education (K-12, University of Alaska)(l) 363.9

Budgeted
FY 2008

347.8
96.1

443.9

1,040.5
806.3
363.9

(1) FY 2008 is identical to the FY 2007 because (he Fiscal 2008 budget has not yet been developed.
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/. Investment Revenue

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

Sl
Unrestricted 0.1 Billion
Restricted”.).2 Billion
Sl
SO
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Figure 7-2. Total Investment Revenue, FY 2006 and Forecasted FY 2007-2008(l) ($ million)

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 current 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, Callan Associates Inc., and
its five-year capital market estimated
returns.

62 « Fill 2006 Revenue Sources Rook

History
FY 2006
51.9
1.4

53.3

14.4

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
22.3 23.0
2,512.5 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

%/Ycar Median
Expected Return

Callan & Associates Inc. (CAl) Broad 9.00%
Standard & Poors (S&P) 500 8.85%
CAIl small 9.35%
Morgan Stanley Capital international 9.20%
EAFE

Lehman Brothers Aggregate 5.00%
Three-month U.S. Treasury Bill 4.00%
Merrill Lynch 1- to 5-year government 4.50%
Salomon Brothers non-U.S. Govern- 4.90%
ment

CRES 7.60%
CPI-U 2.75%

fall 2006 Revenue Sources Book

%/Year Expected
Risk

16.90%
16.40%
22.70%

20.10%

4.50%

0.80%

3.30%
9.60%

16.50%

1.40%

(1) Ihe continual volatility in the worlds financial markets makes focus on the “Expected Risk" column (far right in the table above) particularly

appropriate. Ihe numbers in the Expected Risk column represent a statistical measure called standard deviation, which is the most commonly used

measure ofrisk in the investment world.

lhe standard deviation is a measure of the dispersion of data around its mean.

Ihe analyst can use this measure

of dispersion to provide a range of possible outcomes at any desired level ofconfidence. In the data in this table, the level of confidence is set at 6 7%

ot one standard deviation. A higher level of confidence would require a broader range, for example. Callan estimates an average annual return for the

domestic broad market fixed-income asset class of 5% and an expected risk for that asset class of *1.5%. 'Ibat means Callan is forecasting that two-thirds

of the time the annual return for the domestic broad fixed-income asset class will fall between 0.5" o (the median expected average annual return of 5%

minus the expected risk 0f4.5%) and 9.5% (the median expected return plus the expected risk). A prediction at 95% confidence would run from -4 %

to 14%, too broad a range to be useful.

ihe probability that a particular asset class or portfolio will have a negative return over a given period of time isanother way to reflect the riskiness ol

that asset class or portfolio.

Unrestricted

Investment Revenue

Unrestricted investment revenue is
earned on the General Fund noil-seg-
regated investments managed hy the
Treasury Division. Interest Paid hy
Others is interest received hy the state

other than on its investments. ()il and
giis 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)

History Forecast
Unrestricted FY 2006 FY 2007 FY 2008
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 and Forecasted FY 2007-2008

Asset Allocation

Treasury Pool Percent Allocation Performance Benchmark
Short-term, Fixed-income pool 36% Three-month U.S. Treasury Bill
Intermediate-term, fixed-income pool 64% Merrill Lynch 1- to 5-year govern-
ment index

Investment balance Sept. 30, 2006 $3,072.0 million
Projected annual rate of return 4.32%
Probability of negative return over lyear 2.52%
Actual total investment income FY 2005 $ 36.9 million
Actual total investmcn. income FY 2006 66.3 million
Projected total investment income FY 2007 160.5 million

History Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Investment revenue unrestricted 51.9 122.6 99.3
Investment revenue restricted™ ) 14.4 37.9 29.1
Total 66.3 160.5 128.4

(1) Hiulinnrs mbitlidluls D1 6l Cil"HT. N 1FH.
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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 FY2007 FY2008
Investments 14.4 37.9 29.1
Constitutional budget reserve fund 73.3 176.1 176.5
Other treasury managed funds 13.4 22.3 23.0
Alaska Permanent Fund (I) 3,072.3 2,512.5 2,673.9
Total 3,173.3 2,748.8 2,902.5

(") Annual unrealized and realized earnings from Permanent Fund Figure 7-11 (page 6°)).
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Figure 7-7. Constitutional Budget Reserve Fund Casli Flows Investment Revenue Summary, FY 2006 and Forecasted

FY 2007-2008

Asset: Allocation Regular Account
Treasury Fool

Short-term, Fixed-income 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 1lyear

Asset Allocation Special Subaccount

Treasury Pool
Broad market fixed-income pool
Domestic equity pool

International equity pool

Special subacct ant balance Sept. 30, 2006
Projected annual rate ol return

Probability of negative return over lyear

Total Investment Income

Regular account
Special Subaccount

Total

(¢ Kill 20116 Revenue Sources Book

Percent Allocation
8%
72%

20%

$1,898.9 million

4.56%

8.00%

Percent Allocation

39%
4h%
17%
512.4 million
7.49%
24.35%
History
FY 2006
34.4
38.9
73.3

Performance Benchmark

Three-month U.S. Treasury Bill

Merrill Lynch 1- to 5-year government index

Lehman Brothers aggregate bond index

Performance Benchmark

Lehman Brothers aggregate bond intie.

Russell 3000 Index

MSCI EAFE Index

Forecast
FY 2007
126.8
49.3
176.1

FY 2008
134.5

42.0

176.5
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Figure 7-8. Constitutional Budget Reserve Fund Cash Flows, FY 2006 and Forecasted FY 2007-2008

History11l 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 "* 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 from 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) 'lhe earnings estimate for the main account is 4,558% ami the earnings estimate for the special subaccount is 7.486%. 'l ltcse projec-

tions are hased on 2006 Chilian's capital market assumptions and Department of Revenue, Treasury Division's asset allocation.

(2) Settlement estimates are provided by the Department of Revenue and Department of l.aw, net of annual Federal Minerals Manage-

ment Service payments.

(3) Approximately S3.1billion his been borrowed from the CIJRF by the General Fund, since the inception ot the CHRP.
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Figure 7-9. Public School Trust Investment Revenue Summary, FY 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 1 year 21.3%

Total Investment Income & Distributable

Income (S 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 12.3 12.0 12.4
Total 25.3 34.0 35.1

Figure 7-10. Alaska Children's Trust Investment Revenue Summary, FY 2006 and Forecasted FY 2007-2008

Asset Allocation

Treasury Pool Percent Allocation Performance Benchmark

Broad 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 Si 1.4 million
Projected annual rate of return 8.25%

Probability of negative return over lyear 27.19%

Total Investment Income & Distributable

Income (S million)

History Forecast
Unrestricted FY 2006 FY 2007 FY 2008
Alaska childrens trust total investment income 0.4 0.9 0.9
Alaska children's trust distributable income 0,4 0.3 0.3
Total .8 12 12
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Figure 7-11. Permanent Fund Managed by the Permanent Fund Corporation, FY 2006 anu Forecasted FY
2007-2008¢(,) (S 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 earnings <9 855.9 732.1 764.6
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 3,874.0 4,221.1 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 reserved assets - ending balance 30,325.3 31,977.3 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 (J (688.6) (878.3) (1,072.0)
Inflation proofing transfer to reserved assets (855.9) (732.1) (764.6)
Other transfers to reserved assets 0.0 0.0 0.0
Other appropriations out offline! (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 & appropriations - end-of-year balance 26.104.2 27.354.9 28.567.3
Unrealized appreciation/depreciation end-of-year balance 4,221.1 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 Earnings
Annual unrealized gain/loss 347.1 421.2 447.8
Annual realized earnings 2,726.2 2,091.3 2,226.1
Reported earnings 3.072.3 2,512.5 2,673.9

| projected using 10" tl/.”OOCS financial statements ami fall 2()()(i revenue forecast. ( .all.in 2()l)(> capital market assumptions
results in 7.61% median expected total return for I;Y .201)7, FY 2008 and FY 2000. Inflation proofing is required I>v statute,
AS 37.13.125(c) and is calculated hy the stall of the Permanent Fund. llie inflation rate used lor FY 2000 is 3.30li; ( lallau
Associates Inc.'s inflation rate o f 2.75% was used to projeit inll.ititm proofing lor FY 2007 and 2 0 0 8 . lhe Permanent Fund
dividend payn mt is recouled as a liability at fiscal year end and is paid out the lollosviug month.
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8. State Endowment Funds

This section o f the revenue forecast
compares important attributes o f six
endowment funds. The University

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

Canada."1

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

cies for these endowments.

Under the standards adopted by the

Governmental Accounting Standards
Board (GASB), public funds calculate
and report their income by recogniz-

O

ing changes in the value o fsecurities
as income, or losses, as they occur at
the end of each trading day. lhey do
this regardless o fwhether the sccuri-
'ies are actually sold and the income,
or losses, are taken or realized. All

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

as reflected in Figure 8-2 on the next
page, four of them— two ofthe funds
administered by the Alaska Permanent
Fund Corporation (Alaska Permanent
Fund and Mental Health Trust Fund),
and the Public School Trust and Alaska
Children’sTrust— use other measures
ol annual income for determining their

distributions.

In determining the amount ofincome
available for distribution each year lor

the two funds managed by the Alaska
Permanent Fund Corporation, gains or
losses on individual investments are not
recognized until the investment is sold.
For calculating distributable income for
the Public School Trust and the Alaska
Children’s Trust, only interest earned
and dividends received are treated as
income. Gains and 'osses in the value
ofindividual investments are never rec-
oghized as income. 3y law, those gains
and losses remain with the principal of

the fund.

llie ptedniniu mi |ir.it(ice, nuking .nimul diMritnninns ol’-t"'li in 5% ofthe market value of the endowment, developed following a 1% 8 Ford I'oim

d.uioo study. See'llie | ord foundation Managing F.dueatioiial Fndowmcmv (New Ymk. New York; 1%8).
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Figure 8-1. Target Asset Allocation— State Endowment Funds

Alaska Permanent Fund
Mental |fcaltli Trust
Public School Trust

Alaska Children’s Trust

Power cost equalization

University o f Alaska
endowment

U.S.

Ronds

25

25

55

20

35

17.5

International uU.s. International Real Alternative
Ronds Equities Equities Estate Investments

4 34 19 10 8 100

4 34 19 10 8 100

0 45 0 0 0 100

0 58 22 0 0 100

0 47 18 0 0 100

0 32 15 8.5 24 100

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

Alaska Permanent Fund

Menial Health Trust

Public School Trust

Alaska Children's Trust

Power Cost Equalization Endowment

University of Alaska Endowment

« | .ill 200(t Revalue Notifies Bunk

Financial Reporting
of Income

GASB (recognize gains and losses
based on change in market value)

GASB (recognize gams and losses
based on change in market value)

GASB (recognize gains and losses
based on change in market value)

GASB (recognize gams and losses
based on change in markel value)

GASB (recognize gains and losses

based on change in markel value)

GASB (recognize gains and losses

based on change in markel 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 Mdividends 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

GASB (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 Ihe Permanent Fund Dividend follows the 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 Ihe limitation that
lhe annual dislribution may never exceed 50% of Ihe balance in (he fund's Realized Earning Account (REA). The

50% limitation has never been triggered.

Mental Health Trust

The Mental Health Trust Board adopted a policy, beginning in FY 2001, lo distribute 3.5% a year of the market value
of lhe fund's total assets. The distribution rate had been 3% for FY 1996-1998 and 3 25% for FY 1999-2000. Because
of recent declines in market value, the board is exploring a redefinition of -principal” so that losses in market value
would be proportionally allocated lo the principal account and the earnings account rather than assigning the entire

value of any losses to the earning account.

Public School Trust

The annual dislribution is 4.75% of a five-year moving average of the fund's principal market value so long as
that amount does not exceed lhe interest and dividend earnings available in the earnings account. The trust has
accumulated a sizable earnings account balance, providing a cushion for Ihe fund lo 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 available in lhe earnings account. The trust has
accumulated a sizable earnings account balance, providing a cushion for lhe fund lo maintain its annual distributions

in a sustained bear market.

Power Cost Equalization Endowment

The annual distribution is 7% of the fund's markel value. For Ihe initial transition years, slate statute specifies that
the fund shall use Ihe market value on February 1 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-month period

University of Alaska Endowment

The annual distribution is 5% of a five-year moving average of the market value of the fund

1l Jthlii Kfw-mii -Smiii»-s Hunk
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Figure 8 4. Inflation-Proofing Procedures—State Endowment Funds

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

pursuant to AS 37.13.145. The legislative appropriation requires a transfer from Ihe Realized Earnings Account to the fund'’s
principal an amount equal to the calculated U.S. Consumer Price Index's effect on the value of the principal, comprised of
oil and gas royalty 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 lhe fund.

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

the fund's market value. (The authority's ultimate goal, after further building up the principa*. is to distribute 5% of lhe 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 the reserve account to lhe principal whenever the reserve exceeds four

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

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

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

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

part of the principal— the retained capital gams 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 distnbutmn policy of 5% of the moving five-year average of the fund s market value should allow for retained

earnings lo inflation proof the fund
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9. Public Corporations & the
University of Alaska

Public Corporations

llie state lias established the following
public corporations to carry out certain
public policies:

1. Alaska | lousing Finance

Corporation (Al IFC)

2. Alaska Industrial Development and
I spoil Authority (AIDKA)

Alaska Fticrgy Authority (AKA)

d, Alaska Student Loan Corporation
(ASIC)

5. Alaska Municipal Bond Bank
Authority (AMBBA)

6. Alaska Aerospace Development
(‘oiporaiion
7. Alaska Railroad Corpotaiion

lliese seven coipotations and the

Uniwi'ity ol Alaska are components
ol state government whose activities
are accounted for in the state's Com-
piehensive Annual Financial Report

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

tions.

Four ol these cotporations — the
Alaska | lousing Finance Corporation
(A! IFC), Alaska Industrial Develop-
ment Authority (AIDKA), Alaska
Student | oan Corporation (ASI C) and
Alaska Municipal Bond Bank Author-
ity (AMBBA) —
their income as an animal “dividend

pay some portion of

to the state.

Ilhe members of the AIDKA Board of
Directois also serve as Board of Di-
fcctois of AKA, though AIDKA and
AKA continue to exist as separate legal
entities. AKA lias no employees and
AKA contracts to have AIDKA employ-
ees administer AKA programs. Other
corporations have rlicii own stalls and
hoauls. W hile ncithci the sale ol bonds
nor the expenditure til bond proceeds

hy these corpoiaiions aie subject to the

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

Executive Budget Act.

lhe Alaska Commission on Posisec-
ondary Education (ACRE) administers
the ASLC programs. lheASKC lias no
employees, and the executive director
ot the At I'K serves as the executive of-

ficer ot the ASI ('.

lhe six figures that follow in this sec-
tion Miiiimaii/e the activities ol these

cotporations.

|.ill 2006 Revenue .Siuin.cs Honk
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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 the sale of bonds backed by its corporate assets, AHFC purchases home mortgages from Alaska

banks. Income from payments on these mortgages repays bond holders and adds to the corporation’s income, thereby
enabling the corporation, since FY 1991, to pay an annual dividend and/or return of capital lo the state. In addition to
ensuring that Alaskans, especially Alaskans of low and moderate income and those 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 wealherizalion 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 loans 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 an annual dividend to the state since FY 1997.

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

bulk fuel purchases. Additionally, the agency administers the Power Cost Equalization program, subsidizing rural electric
costs with the Power Cost Equalization Endowment. AEA also receives federal and state 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 stale-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 the stale of a poriion
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 Ihe corporation to issue bonds for tho purpose of financing projects of the 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 its credit rating enable it to sell bonds at lower interest rates than the municipalities could obtain
on their own. The Bond Bank earns interest on tho money it holds in reserve and has returned a dividend to the state

every year since 1977.

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

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

Stale of Alaska

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

Whittier. In addition, tho corporation generates revenues from real estate it owns

1.ill JOIIO Kvvcinu* .Sunili's Hci.il;
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9. Public Corporations & the
University of Alaska

Public Corporations

The state lias established the following
public corporations to carry out certain
public policies:

1. Alaska Housing Finance

Corporation (AHFC)

2. Alaska Industrial Development and
Export Authority (AIDEA)

3. Alaska Energy Authority (AEA)

A. Alaska Student | oan Corporation

(ASLC]

5. Alaska Municipal Rond Rank
Authority (AMRRA)

6. Alaska Aerospace Development

Corporation
7. Alaska Railroad Corporation

These seven corporations and the

University of Alaska are components
of state government whose activities
are accounted lor in the state's Com-

piehensive Annual Financial Report

separately from the activYics ol primary
state government. Information in this
section is provided by these corpora-

tions.

Four of these corporations — the
Alaska Housing Finance Corporation
(AHFC). Alaska Industrial Develop-
ment Authority (AIDKA), Alaska
Student loan Corporation (ASI.C) and
Alaska Municipal Bond Rank Author-
ity (AMRRA) —
their income as an annual “dividend

pay some portion of

to the state.

The members of the AIDKA Board of
Directors also serve as Hoard of D i-
rectors o f AKA, though AIDKA and
AKA continue to exist as separate legal
entities. AKA lias no employees, anti
AKA contracts to have All )KA employ-
ees administer AKA programs. Other
corporations have their own stalls and
boards. While neither the saleol bonds
nor the expenditure ol bond proceeds

hy these corporations are .subject to the

state’s Executive* Budget Act, expen-
ditures for the day-to-day administra-
tion of all of these corporations except
the Alaska Railroad arc subject to the

Executive Budget Act.

The Alaska Commission on Rostsec-
ondary Education (ACRE) administers
the ASI.C progiams. The ASI.C! has no
employees, and the executive director
of the ACRE serves as the executive of-
ficer of the ASI.C.

The six figures that follow in this sec-
tion summari/e the activities o f these

corporations.
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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 the General Fund lo the corporation between 1976 and 1984. The payments on
those mortgages and additional mortgages purchased with the cash have helped build
the corporation’s asset base and allow it to return some capital lo the slate each year. In
1993, AHFC received an additional $27.7 million in cash and $9.3 million in equity when
the legislature merged |he Alaska Slate 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 AEA in 1976 to finance and operate power projects. This

corporation has also administered rural energy programs at various times, including the
present. As a result of legislatively mandated reorganizations, capital has moved into and
out of the corporation. At the end of FY 2001, this corporation reported contributed capital

of $963.5 million.

Alaska Student Loan Corporation
In FY 1988, lhe state transferred $260 million of existing student loans lo 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, |he legislature appropriated $18.6 million to the Bond Bank to be
used for backing bond issues. In addition, the legislature gave the Bond Bank $2.5 million
in 1981 to fund a direct loan by a municipality. The municipality repaid the loan and the
Bond Bank retained the appropriation.

Alaska Aerospace Development Corporation
Since 1993. the state has contributed $10.9 million from the Science and Technology

Endowment.

Alaska Railroad Corporation
The state bought the railroad from the federal government in 1985. The purchase price of

$22.7 million was recorded as the stale's capitalization.
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Figure 9-3. Public Corporations— Financial Facts, FY 2006 ($ million) 1l

Total Assets Less Liabilities Unrestricted Net !;Y 2006 Operating Total
Assets Hook Value Assets Budget Positions11

Alaska Housing Pittance Corporation $5,229.6 $1,990.0 $730.2 $47.7 372
Alaska Industrial Development & Export Authority $1,156.0 $856.0 $863.0 $7.5 67
Alaska Energy Authority $569.0 $415.0 $233.0 $27.0 U)

Alaska Student Loan Corporation $1,020.0 $170.0 $42.0 $11.0 104
Alaska Municipal Bond Bank Authority $483.6 $38.6 $10.0 $0.5 1
Alaska Aerospace Development CorporationH) $98.0 $14.0 $5.0 $22.9 33

Alaska Railroad Corporation $574.0 $171.0 $153.0 $95.0 807

1) All figures are effective as ofJune 30, 2006, except for the Alaska Railroad which reports on a calendar year basis.
(2) Permanent Hull 'lime (Pin-), Permanent Part Time (PPT) and Temporary (TMP) arc included in total positions.
(3) "lhe Alaska Industrial Development and Export Authority (AIDEA) provides stalflor the activities ofthe Alaska Energy Authority (AEA). A signifi-

cant portion of AIDEAs 67 member staff is engaged in AHA programs.

(d) Unaudited.
(5) "lhe Mask- Railroad reports financial data on a calendar year basis. Assets and book value shown in this table are from audited December 31, 2005.

financial statements. "lhe operating budget figure shown here is for CY 2005.

*\S ¢ Hull 20(Ki Revenue Sources Book
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Figure 9-4. Public Corporations— Revenue & Net Income, FY 7.006 ($ million)

Revenue Operating Income Net Income
Alaska Mousing Finance Corporation $318.9 $46.7 $307.0
Alaska Industrial Development & Export Authority $52.9 $21.0 $14.6
Alaska Energy Authority $76.1 ($17.6) $0.5
Alaska Student Loan Corporation $36.0 $18.0 $1.5
Alaska Municipal Bond Bank Authority $17.2 $0.9 ($0.5)
Alaska Aerospace Development Corporation $16.8 ($3.4) (%2.9)
Alaska Railroad Corporation 1M $144.0 $6.S $12.7

(1) 'llie Alaska Railroad reports financial data on acalendar year basis. Revenue and Operating Income shown in this table are for CY

2005.

fall 2(10(i Revenue Souices |hiol. « <9



l:all b()06 Revenue Sources Book

Figure 9-5. Public Corporations—DiVdends 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 modify and

incorporate Ihe Transfer Plan. As approved and signed into law by the Governor, the Transfer Plan calls for annual transfers as follows: 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 lhe corporation's net income or $103 million.

Alaska Industrial Development and Export Authority
By statute, AIDEA must make available lo the slate each year not less than 25% and not more than 50% of its total net income for a base year,

defined as the year two years prior to the dividend year. The dividend is further limited to no more than the total amount of its unrestricted net

income in lhe base year (AS 44.88.088). Net income is defined in the statutes.

Alaska Energy Authority
AEA does not pay a dividend or return capital lo the state on a regular basis. However, in FY 2000 this corporation returned $55.6 million of

contributed capital to the 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 in which the net income of the corporation is $2 million or more. A base year is defined as the year two years before the payment
year. If the 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 in an aggregate amount not lo exceed $280 million, for the purpose of financing projects of the stale as those projects

may be identified 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, in excess of expenses, to the stale

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

Alaska Railroad Corporation
The corporation does not pay a cash dividend to the General Fund.

SO | .ill 2006 Revenue Sources Roof:
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Figure 9-6. Public Corporations— Operating Expenses & Dividends, FY 2006 and Budget FY 2007 ($ million)

Expenses Dividends
Ac2q q IV Budget FY 2007 Actual FY 2006 Budget IT 2007

Alaska Housing Finance Corporation $41.6 $48.5 $103.0° $80.6

Alaska Industrial Development & Export Authority $7.1 $7.8 $8.8 $16.6
Alaska Energy Authority $25.6 $30.0 na na

Alaska Student Loan Corporation $10.6 $11.2 $88.1 $1.9

Alaska Municipal Bond Bank Authority $0.5 $0.7 $0.7 $0.3
Alaska Aerospace Development Corporation $20.2 $24.1 na na
Alaska Railroad Corporation na na na

(1) "I'his figure reflects the provision in AS 18.56.089, that SI 03 million will he transferred to the state each year though FY 2006. Because

some of this money is earmarked lor multi-year capital projects, actual cash transfers in any given year may vary.

Figure 9-7. University o f Alaska ($ m illion)

FY 2007

Total Assets Unrestricted Net FY 2007
Total Positions

Linds & Facilities
Operating Budget

June 30,2006 June 30,2006 Assets

$731.0 (" $1,089.0 $56.4 $774.1 4,148

(1) Includes depreciation of $595.6 million.
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Revenue. A -|
Glossary ofTcrnis

Constitutional Budget Reserve Fund
(CBRF): Created by voters in 1990,
the Constitutional Budget Reserve
Fund receives proceeds from settle-
ments ofoil, gas, and mining tax and
royalty disputes. 'lhe legislature may,
with a three-quarters majority vote in
each chamber, withdraw money from

the fund.

Federal Revenue: When the federal
government gives money to states, it
restricts how that money can be used.
Highway and airport construction
funds, Medicaid and education funding
cannot be used for other purposes. In
addition to restricting how the money
is spent, the federal government often
requires states to pur up matching
funds to qualify for the federal funding.

General Fund Revenue: General Fund
Revenue has different meanings in
different contexts. In the state’s of-
ficial financial reports, General Fund
Revenue is used to designate the sum ol
Unrestricted General Purpose Revenue,
General Fund sub-account revenue,
program receipts and federal dollars
spent through the General Fund. In
budget-writing context, General Fund
revenue has a definiti hi similar to Un-

restricted General Purpose Revenue.

General Fund Unrestricted Revenue:
Revenue designated as General Fund

in the stare accounting system (AK-
SAS), with certain adjustments. Ibis
includes some o f the revenue we show
as restricted in this report, such as
shared taxes or Alaska Marine | ligltway

System revenues.

Permanent Fund GASB (or Market)
Income: Under standards adopted by

the Governmental Accounting Stan-

X1 « fall 2006 Revenue Sources Book

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

or rent earned on those investments.
Under GASB standards, the Permanent
Fund does not have to sell the invest-
ment to count the gain or loss as it
changes value. It is called “marking to
market,” that is, measuring the value of
the fund’s investments by the current
market price. This can produce a much
different picture than Permanent Fund
statutory income, which does not re-
flect fluctuating investment values until

the assets are sold.

Permanent Fund Statutory Income:
lhe annual Permanent Fund dividend
is based on statutory income. Ibis is

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

actions during the year, plus interest,

dividends and rents earned hy the fund.

Ilhough the legislature may appropri-
ate the earnings for any purpose it
chooses, the historical practice has been
to restrict the use of realized income to
dividends and inflation proofing, and
then either leave the excess in the Real-
ized Burnings Account or transfer it to

the principal of the Permanent Fund.

Restricted Program Receipts: Ibis
revenue is earmarked in state statute
or hy contract for specific purposes
and is usually appropriated hack to the
program that generated the revenue.
Hxamplcs include University ol Alaska
tuition payments, marine highway
receipts, payments to various revolv-

ing loan funds and public corporation

receipts. Some o f this revenue is actu-
ally dedicated as a consequence of the
provisions o fArticle 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, revenues allocated to sub-ac-
counts of the General Fund, and Gen-
eral Fund revenues customarily shared
with other entities, are all considered
restricted General Fund revenues for

the purposes of this report.

Unrestricted General Purpose Rev-
enue: 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 centers on
this category o f revenue, lit deriving
this figure from General Fund Unre-
stricted Revenues, we have excluded
customarily restricted revenues such
as shared taxes and marine highway

receipts.
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Revenue. A-2

Genera! Fund Unrestricted Revenue Sensitivity Matrices, FY 2007-2009 and FY 2007 Fiscal Sensitivity

Chart Based on Fall 2006 Forecast ($ Million)

FY 20071" FY 2008 FY 2009
ANS Oil + NGLs ANS Oil + NGLs ANS Oil + NGLs
S/barrel Million barrels/ day $/barrel Million barrels/ day S/barre! Million barrels/ day

0.700 0.750 0.800 0.700 0.750 0.800 0.700 0.750 0.800
$35 2,326 2,442 2,559 $35 2,090 2,211 2,331 $35 2,178 2,302 2,426
$40 2,724 2,868 3,011 $40 2,520 2,666 2,813 $40 2,606 2,756 2,907
$45 3,123 3,293 3,463 $45 2,949 3,122 3,296 $45 3,034 3211 3,388
$50 3,521 3,718 3,915 $50 3,378 3,578 3,778 $50 3,463 3666 3,869
$55 3,920 4,143 4,367 $55 3,808 4,034 4,260 $55 3,891 4,120 4,350
$60 4,420 4,670 4,920 $60 4,300 4,567 4,834 $60 4,417 4,690 4,963
$65 4,888 5,191 5,494 $65 4,869 5,175 5,481 $65 4,993 5,305 5,618
$70 5,448 5,792 6,136 $70 5,466 5,813 6,160 $70 5,597 5,950 6,304

(1) For Ibis analysis, FY 2007 revenue does nol include lhe additional PPT production lax liability of approximately $293 million for May and June 2006, the
months associated with Ihe new Petroleum Profits Tax (PPT),

This analysis shows that at 800,000 barrels per day for every $5 increase in ail prices, General Fund unrestricted revenue increases by at least $425 million;
when the price of oil exceeds $55 per barrel, General Fund unrestricted revenue increases by over $500 million per year for every $5 increase in oil price.

This 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 2007 Fiscal Sensitivity Based on Fall 2008 Forecast

ANSWr.l Co..l' Y end Av.ingt I'lleo
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Revenue. A-3

General Fund Unrestricted Revenue—

History

(Irichules Some Custom arily Restricted Revenue Reflected ax Restricted Elsewhere 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'a
Vehicle Rental/ Tire Tax

Total

Income Tax
Corporation General
Corporation Petroleum
Total

Production Tax
Qil and Gas Production
Oil and Gas Conservation
Oil 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 TAX REVENUE

8(i + 1,ill 200(» Revenue Smiucs Bunt.

1997

53.6

11.6
13.7
28.4

2.7
35.3

0.0
91.7

48.4
269.4
317.8

907.0
17
12.9
921.6

7.6
4.2
0.0
0.0
31.0
7.3
50.1

17

2A
41

1,438.9

1998

51.3

11.8
154
33.7

2.3
35.6

0.0
98.8

53.4
200.1
253.5

564.4
16
11.8
577.8

5.6
4.2
0.0
0.0
28.5

38
42.1

5.5
30
9.4

1,032.9

m @
1999 2000 2001
48.8 45.0 451
12.2 12.7 12.0
15.2 16.3 16.3
28.4 28.7 32.2
3.7 3.2 3.3
37.8 421 375
0.0 0.0 0.0
97.3 103.0 101.3
53.8 56.3 59.5
145.1 162.7 338.1
198.9 219.0 397.6
358.6 693.2 694.4
14 0.0 0.0
11 9.5 9.4
3711 702.7 703.8
53 7.2 5.7
3.9 5.3 3.6
0.0 0.0 0.0
0.0 0.2 02
25.9 36.7 305
5.9 53 73
41.0 54.7 47.3
17 25 2.7
2.9 5.9 43
4.6 8.4 7.0
761.7 1,132.8 1,302.1
(continued ur) next N

@
2002

49.6

12.9
155
37.4
31
40.2
0.0
109.1

53.4
178.4
231.8

486.7
0.0
9.6

496.3

4.8
3.7
0.0
0.2
25.3
7.1
41.1

31
12
6.3

934.2

2003

48.7

25.3
16.3
43.3
3.7
37.4
0.0
126.0

47.7
1511
198.8

589.8
0.0
9.2

599.0

4.4
24
0.0

0.2
26.0

98
42.8

12

_1<L

4.2

@
2004

47.3

32.8
16.0
48.1
4.0
41.4
3.5
145.8

39.6
298.8
338.4

642.7
0.0
9.2

651.9

5.0
3.0
0.0
0.0
29.3
6.9
44.2

2.3

ML
2.3

n
2005

42.5

34.6
26.2
52.9
4.0
39.6
9.1
166.4

61.8
524.0
585.8

854.9
00
8.3

863.2

6.0
3.8
0.0
0.0
25.9

81
43.8

15
128

14.3

&
2006

54.5

35.2
36.7
51.9
3.9
42.1
9.3
179.1

137.6
661.1
798.7

1,191.4
0.0
7.8
1,199.2

6.4
4.4
0.2
0.3
32.3
11.5
55.1

0.6
21.0

21.6

1,0195 1,2299 1,716.0 2,308.2



General Fund Unrestricted Revenue—

History (i/onliittiL'il (rout prior p.ir.c)

Fall 2006 Revenue Sources Book

(Includes Some Customarily Restricted Revenue Reflected as Restricted Elsewhere in the Report)

$ Million

FY
NON TAX REVENUE

Licenses and Permits (J

Intergovernmental Receipts
Federal Shared Revenues

Charges for Services
Marine Highways
Other

Total

Fines and Forefeitures

Rents and Royalties
Bonuses, Rents and Interest-NetBal
Oil and Gas Royalties-Net®
Timber Sales
Other
Total

Investment Earnings|G
Miscellaneous Revenue
Sub-Total NON-TAX REVENUE
Petroleum Special Settlements
TOTAL NON-TAX REVENUE

TOTAL TAX REVENUE

TOTAL GENERAL FUND
UNRESTRICTED REVENUE

1997

69.0

2.0

38.6
39.5
78.1

8.2
7.4
759.2
19

8.6
777.1

77.1

44.6

1,056.1

0.0
1,056.1

1,438.9

2,495.0

1998

74.6

2.2

37.1
34.9
72.0

37.7
23.0
480.4
0.8

81
512.3

60.6

33.5

792.9

0.0

792.9

1,032.9

1,825.8

1999

63.7

0.8

38.8
31.8
70.6

125
25.6
322.6
0.3

10.6
359.1

46.5

37.3

590.5

0.0
590.5

761.7

1,352.2

@
2000

69.2

1.0

38.3
43.7
82.0

46.2
4.0
727.9
0.3

9.4
741.6

48.1

271

1,015.2

0.0
1,015.2

1,132.8

2,148.0

a
2001

37.3

0.3

37.6
27.0
64.6

33.6

71

781.0
0.4

10.5

799.0

78.8
34.9
1,048.5
0.0

1,048.5

1,302.1

@
2002

42.2

01

32.2
19.1
51.3

6.6

14.6

581.2

0.2
9.1

605.1

43.1

42.3

790.7

0.0

790,7

934.2

2,350.6 1,724.9

@
2003

33.6

0.0

41.5
13.9
55.4

7.0
9.6
830.7
0.0

6.2
846.5

59.0

9.4

1,010.9

0.0
1,010.9

1,019.5

2,030.4

@
2004

41.8

0.0

43.6
111
54.7

16.0
133
1,045.7
0.2

7.6
1,066.8

9.7
19.2
1,202.8
0.0

1,202.8

1,229.9

2,438.1

a
2005

42.7

0.0

45.6
17.9
63.5

9.4
18.8
1,401.1
0.1

14.5
1,434.5

24.7

7.5

1,582.3

0.0
1,582.3

1,716.0

3,298.3

@
2006

42.8

0.0

51.0
231
74.1

8.5

11.9
i 7722
(0.2)
9.0
1,729.9

53.3
40.6
2,012.2
0.0
2,012.2

2,303.2

4,320.4

(1) Asummary of historical Gene nl Fund unrestricted revenue can be found on the Tax Division's web site at liltp://mww lax state,nk us/sourcesbook/General-

FundUnresinclcdRcvenueHislorypdf

\2) After FY 2000, most receipt-supported services aro excluded. Certain seafood assessments which are considered receipt-supported services (or purposes ol

this forecast are included.

(3) Motor fuel tax includes aviation, highway and marine
(4) Beginning in FY 2006, alcoholic beverage licenses and permits shared with municipalities aro treated as customarily restricted for purposes ol our forecast;

however these are included in Total General Fund Unrestricted Revenue

(5) These categories am primarily composed of petroleum

(6) Starting in FY 2001, interest earnings aro included in oil and gas royalties and excluded from investment revenue

Kill JIIKi Revenue Smiu.es Ihml; « A?



hill 2006 Revenue Sources Hook

Revenue. A-4a

(icncral Fund Unrestricted Petroleum Revenue— History 1l

$ Million
FY 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Corporation Petroleum Tax 269.4 200.1 145.1 162.7 338.1 178.4 151.1 298.8 524.0 661.1
Production Tax 921.6 577.8 371.1 702.7 703.8 496.3 599.0 651.9 863.2 1,199.2
Petroleum Property Tax 53.6 51.3 48.8 45.0 451 49.6 48.7 47.3 42.5 54.5
Oil and Royalties-Net'2 759.2 480.4 3226 727.9 781.0 581.2 830.7 1,045.7 14011 1,772.2
Bonuses, Rents and Interest-Net|23 7.4 23.0 25.6 4.0 7.1 14.6 9.6 13.3 18.8 11.9
Total Petroleum Revenue 2,011.2 1,332.6 9132 11,6423 18751 13201 1,639.1 2,057.0 2,849.6 3,698.9

Cumulative General Fund
Unrestricted Petroleum Revenue¥d  43,849.7 45,182.3 46,095.5 47,737.8 49,612.9 50,933.0 52,572.1 54,629.1 57,478.7 61,177.6

Total General Fund
Unrestricted Revenuel' 2,495.0 1,825.8 1,352.2 2,148.0 2,350.6 11,7249 2,030.4 2,443.7 3,293.0 4,3204

% Pe'roleum Revenue 81% 73% 68% 76% 80% 7% 81% 84% 87% 86%

(2) Historical General Fund unrestricted petroleum revenue can be found on the Tax Division's web site at http://vwnvtax.state.ak.us/sourcesbook/PetroleumRev-
enueHistory.pdl. Table on Tax web site includes historical Reserve Tax (FY 1976-1977) and Petroleum Special Settlements (FY1986-1995) which, due lo current

zero totals, are not included in Appendix A-4a & A-4b.
(2) Royalties, bonuses, rents and interest are net of Permanent Fund, Public School Fund contributions and Constitutional Budget Reserve Fund (CBRF) deposits.

(3) These categories are primarily composed of petroleum revenue.
(4) This table shows historical petroleum revenue for FY 1997-2006. The cumulative petroleum revenue total is based on revenue beginning in FY 1959.

(5) Historical General Fund unrestricted rovenuu includes some of the revenue shown as restricted elsewhere in this report, such as shared taxes or Alaska

Marine Highway System Revenues.

UK « | .ill 20(16 Revenue Shuivo Honk
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Fall 2006'Revenue Nouucs Bool;

Revenue. A-4b

General I'und Unrestricted Petroleum Revenue— Forecastll

FY 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Corporation Petroleum Tax 657.2 493.7 466.5 455.0 447.1 458.7 430.1 404.0 361.1 367.5
Produclion Tax 2,067.2 1.476.1 14031 1.333.5 1,366.8 1,336.2 1,195.5 1,006.2 937.6 875.6
Petroleum Properly Tax 51.7 51.4 51.0 50.6 50.4 50.1 49.2 47.9 46.5 46.0
Oil andGas Royallies-NeU1 1,503.9 1.317.2 1.287.3 1.250.6 1,256.0 1,141.4 1,017.4 882.9 860.7 846.2
Bonuses, Rents & Interest-Net 51.4 18.7 164 15.9 170 160 17.8 225 18.0 14.7
Total Petroleum Revenue 4,331.5 3,357 2 3,224.3 3,105.7 3,137.4 3,002.5 2,710.0 2,363.4 2,223.9 2,149.9

Cumulative General Fund

Unrestricted Petroleum Revenue 4 65,509.1 68,866.3 72,090 6 75,196.3 78,333.7 81,336.2 84,046.2 85,409.6 83,633.6 90,783.5

Total General Fund
Unrestricted Revenue 4,912.3 3,911.1 3,776.6 3,669.0 3,718.8 3,592.2 3,307.2 2968.1 2,839.6 2,774.7

% Petroleum Revenue 88% 86% 85% 85% 84% 84% 82% 80% 78% 7%

(1) Forecasted General Fund unrestricted petroleum revenue through FY 2016 can bo found on the Tax Division's web site at hllp:/Aww tax state ak us/
sourcesbook/PetroleumRcvenuoHistory.pdf. Table on Tax web s>to includes historical Reserve Tax (FY 1976-FY 1977) and Petroleum Special Settlements
(FY198C-1995) which, due to current zero lota's, ore not included m Appendix A-4a &4b

(2) Royalties, bonuses, rents and interest are net of Permanent Fund, Public School Fund contributions and Constitutional Budget Reserve Fund (CBRF)
deposits.

(3) These categories are primarily composed of petroleum revenue.

(%) The cumulative petroleum revenue total is based on rcvenuu beginning m FY 1959,
(5) Forecasted General Fund unrestricted revenue shown in A"1b does not include these 'custnmanly resinctud revenues

1l RoniiimSimie. s Hiitx1 8d
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Revenue. A-5#

Petroleum Production Tax and Royalty Revenue—

S Million

FY

Alaska North Slope
Oil Royalty-Netl?
Production Tax

Oil Produclion Tax

Gas Production Tax (includes gas NGL's)

Total Production Tax
Conservation Tax/ Exploration Incentive
Hazardous Release Fund
Gas Royalty-Net

Subtotal

Cook Inlet
Oil Royalty-Net
Produclion Tax
Qil Production Tax
Gas Production Tax
Total Produclion Tax
Conservation Tax/ Exploration Incentive
Hazardous Release Fund
Gas Royalty-Net
Subtotal

Total Alaska
Oil Royalty-Net
Produclion Tax

Oil Production Tax

Gas Production Tax (includes gas NGL's)

Total Produclion Tax
Conservation Tax/ Exploration Incentive
Hazardous Release Fund
Gas Royalty-Net

Total

1997

735.5

868.9
320
900.9
17

12.6

11
1,651.9

21,2

00
182
18.2
0.1
0.3
224
62.2

756.8

8689
502
919.1
17
150
215

1.714.0

1998

441.2

545 2
18.6
563.8
15

11.3
0.8
1,018.7

135

0.0
184
184

0.1
0.3
209
53.2

454.8

5452
370
582.2
16
116
217

1,071.9

History 1t*
1999 2000
2979 658.4
328.0 632.6
11.4 223
339.4 6548
14 C1l
10.5 94
0.8 0.9
650.0 1,323.8
10.2 19.5
00 00
132 16.0
132 16.0
0,1 0.0
0.3 0.3
183 194
42.2 55.2
308.1 678.0
3280 632.G
24 7 39.3
352.7 6709
15 0.1
10.9 97
191 203
692.2 1,379.0

2001

797.4

667.)
20.3
687.3
0.0

9.0

1.0
1,494.8

27.4

00
17.9
17.9
0.0
0.2
305
75.9

824.7

667.1

381
7052
0.0
92
315

1,570.7

2002

546.5

4445
9.3
453.8
0.0

9.0

1.3
1,010.6

18.8

0.0
234
234

0.0
0.3
252
67.7

565.3

444 5
327
477.2
0.0
9.3
264

1,078.3

2003

827.5

5496
12.7
562.3
0.0

9.0

3.2
1,402.0

24.2

00
23.0
23.0

0.0
0.3
23.4
70.9

851.8

549 6
35.7
585.3
0.0
9.2
26 6

1,472.9

2004

959.1

594.5
17,6
612.1
0.0

9.6

6.6
1,587.3

26.0

00
247
24.7

0.0

0.2
392
90.1

985.0

594 5
42.3
636.8
0.0
98
457

1,677.4

2005

1,300.4

787.3
305
817.9

(30.0)

8.2
6.7
2,103.2

29.2

00
24.4
24.4

0.0
0.2
311
85.0

1.329.6

787 3
550
842.3
(30.0)
8.4
378

2,188.2

2006

1,651.9

1,162.6

31.0

1,193.6
(50.0)

7.6

9.1

2,812.3

30.8

00
33.2
332
0.0
0.2
410
105.2

1,682.8

1.1C26
642

1.226 8

(50 0)
7.8
501

2,917.4

(1) Appendices A-5a & A-fib provide a breakout of Alaska North Slope and Cook Inlet revenues which may nol match Aiaska Stale Accounting System (AKSAS)
numbers in tables throughout the Revenue Sources Book This detailed revenue is from the Department ol Revenue s Forecast Model This table can tie found

on tho To* Division's web silo at http /mww lax state ak us/sourc.vsbook/ProductionTaxSRoynltyRovonue pdl
(2) Unrestricted oil and gas royally revenue is net of Permanenl Fund (PF) and Public School Fund (PSFI contributions

91) I.ill JQ0C Hi'wunr Suim i\ Himl.



Revenue. A-5Db

Petroleum Production'lax and Royalty Revenue—

ForecastM*

Fall 20(K> Revenue Source’'s Rook

S Million
FY 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Alaska North Slope
Oil Royalty-Net@@ 1,4159 1,2340 11,2034 1,679 1,172 1 1,082.9 959.8 826.2 803.0 787.4
Production Tax
Oil Produclion 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 TaxQL 2,0748 1,4822 13582 1,2875 11,3196 1,302.5 1.161.7 971.9 903.0 840.7
Conservation Tax/ Exploration Incentive (50.0) (50.0) 0.0 0.0 00 0.0 0.0 0.0 0.0 0.0
Hazardous Release Fund 9.4 9.6 S.6 9.6 97 10.4 9.9 9.6 9.1 8.6
Gas Royalty-Net 4.6 24 2.3 2.3 23 2.2 21 19 2.0 2.0
Subtotal 3,454.8 2,678.3 2,573.4 2,467.3 2,503.7 2,398.1 2,133.4 1,809.6 1,717.1 1,638.7
Cook Inlet
Oil Royalty-Net?L 30.3 252 24.2 21.2 205 18.5 16.6 145 14.2 13.9
Production Tax
Qil Production Tax} 0 0 0 0 0 0 0 0 0 0
Gas Produclion Tax 0 0 0 0 0 0 0 0 0
Total Production TaxT 327 34.1 35.2 36.3 374 23.1 23.8 24.6 25.4 26.2
Conservation Tax/ Exploration Incentive 0.0 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0 0.0
Hazardous Release Fund 0.2 0.2 0.2 0.2 02 0.2 0.1 0.1 0.1 0.1
Gas Royalty-Net 532 55.6 57.4 592 61 * 378 390 40 2 41.5 429
Subtotal 116.3 115.1 117.0 116.8 1192 79.5 79.5 79.5 81.2 83.1
Total Alaska
Oil Royalty-NetZ 1,446.2 1,259.2 1,227.6 1,189.1 1.1925 1.101.4 976.3 840.7 817.2 801.3
Production Tax
Qil Production Tax 0 0 0 0 c 0 0 0 0 0
Gas Production Tax (includes gas NGL's) 0 0 0 0 o 0 0 0 0 0
Tolal Production Tax 2,107.5 1516.3 1,393.3 1.323.8 1,357 : 13257 11,1855 996.5 928 4 866.9
Conservation Tax/ Exploration Incentive (50.0) (50.0) 0.0 0.0 00 0.0 0.0 00 0.0 0.0
Hazardous Release Fund 9.7 9.8 98 98 96 10.5 100 9.7 92 8.7
Gas Royalty-Net 577 58 0 59.7 615 63 4 400 41.1 421 135 449
Total 35711 2,7934 2,690.4 25841 2,622 9 2,477.6 2,213.0 18891 1,798.3 1,721.8

. not rralth Alaska State Accounting System (AKSAS)

(1) Appcitdiices A-5a & A-5b provide a breakout ol Alaska North Slope and Cook Inlot revenues which
numbers in tables throughout the Revenue Sources Book This detailed revenue IS from the Department ' Revenue s Forecast Model This table can be found

on the Tax Division's web site at http //ww* tax slate ak us/sourcesbook/Product onTi«SRoyaltyReveru. ;dl
(2) Unrestricted oil and gas royally tcvonuu is not ot Permanent Fund (PF) and Public School Fund (PS- contributions
(3) Due lo enactment of Ihe Petroleum Profits Tax (PPT) in 2006. oil and gas production taxesa  om; - - Jand based on company profits See Section 4 for

PPT detail
(4) Cook Inlet production is afforded special treatment under tho PPT Taxation is based on lhe lower of f- T or FI F calculated production tax

I.ill " OU> Revenue Somers Hook 'M
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Revenue. A-6a

ANS and Cook Inlet Royalty Revenue— History @

S Million

FY 1997

ALASKA NORTH SLOPE

Total Revenue
Oil (does not include NPR-A royalty) 1,005.7

Gas 15
ANS Royalty Revenue 1,007.2

Revenue to Permanent Fund & Public School Fund

Qil 270.1
Gas 0.4
ANS Revenue to PF & PSF 270.5

General Fund Revenue

Qil 735.5

Gas 11

ANS Royalty Revenue-Net 736.6
COOK INLET

Total Revenue

Qil 28.5
Gas 3(10
Cook Inlet Royalty Revenue 585

Revenue to Permanent Fund & Public School Fund

Qil 7.3
Gas 77
Cook Inlet Revenue to PF & PSF 14.9

General Fund Revenue

Ol 212
Gas 224
Cook Inlet Royalty Revenue-Net 43.6

1998

602.2
11
603.3

160.9
0.3
161.2

441.2
08
442.1

18.2
281
46.2

4.6
77?
11.8

135
209
34.5

1999

402.4
1.0
403.4

104.5
0.3
104.8

297.9
0.8
298.6

137
24 6
38.3

3.5
63
9.8

102
183
28.6

2000

897.0
12
898.2

238.5
0.3
238.9

658.4
0.9
659.4

26.2
260
52.3

6.7
66
133

19.5
194
38.9

2001

1,099.5
14
1.100.9

302.1
0.4
302.5

797.4
1.0
798.4

36.7
409
77.6

9.4
104

19.8

27.4
30.5
57.8

2002

761.1
18
762.8

214.6
0.5
215.1

546.5
13
547.8

25.3
33.8
50.1

6.4
86
151

188
?57?
44.0

2003

1,142.0
4.4
1,146.4

314.5
12
315.7

827.5
32
830.7

325
314
63.9

8.3

80.

16.3

24 2
?34

47.6

2004

1,287.3
8.8
1,296.1

328.3
22
330.5

959.1
66
965.6

34.9
526
87.4

8.9
134
22.3

260
392
65.1

2005

1.745.6
90
1,754.5

445.1
23
447.4

1,300.4
67
1,307.1

39.2
41 8
81.0

10.0

107.

20.7

292
311
60.3

2006

2.217.3
12.2
2,229.6

565.4
31
568.5

1,651.9
91
1,661.0

41.4
550
96.4

106
140
24.6

308
410
718

(11Appendices A-6a A A-6b provide royaly revenues which may nnt mulch Iho Alaska State Accounting Sylcrn (AKSAS) numbers in tables throughout Inis
Revenue Souces Book Revenue from tho Department ol Revenue's Forecast Model This table can be found on tho Tax Division's web sdo at http//www lax

state ak us/sourtu*;bookiRoyailyRevenueDetail pdl

*.' ml.ill JIIIKi Revenue Sources Hunt.
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Revenue. A-6b

ANS :ind Coolc Inlet Royalty Revenue— Forecast

$ Million

FY 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

ALASKA NORTH SLOPE

Total Revenue
Qil (does not include NPR-A royalty) 1,900.6 1,656.4 1,615.2 1567.7 15733 1,453.6 1,288.3 1,109.0 1,077.9 1,056.9

Gas 6.2 3.2 31 31 31 3.0 2.8 2.6 2.6 2.7

ANS Royalty Revenue 1,906.7 1,659.6 1,618.3 1570.7 15764 1,456.6 1,291.1 11116 1,080.5 1,059.6

Revenue to Permanent Fund & Public School Fund

Qil 484.6 422.4 4119 3998 401 2 370.7 3285 282.8 274.9 269.5
Gas 16 0.8 0.8 0.8 03 0.8 0.7 0.7 0.7 0.7
ANS Revenue to PF&PSF 486.2 423.2 412.7  400.5 402.0 371.4 329.2 2835 275.5 270.2

General Fund Revenue
1,4159 1,234.0 1,2034 1,167.9 1,172 1,082.9 959.8 826.2 803.0 787.4

ail
Gas 4.6 2.4 2.3 23 L - 22 21 1.9 2.0 2.0
ANS Royalty Revenue-Net 14205 1,236.4 1,205.7 1,170.2 1,174.5 1,085.2 961.9 828.1 805.0 789.4
COOK INLET
Total Revenue
Qil 40.6 33.3 325 28.4 272 248 22.2 194 19.0 18.7
Gas 714 747 770 795 82 50 7 52.3 54 0 55,7 575
Cook Inlet Royalty Revenue 112.0 1085 109.6 107.9 109.5 75.5 74.5 73.4 74.8 76.2

Revenue to Permanent Fund & Public School Fund

Qil 10.4 8.6 8.3 7.3 7: 6.3 57 5.0 49 4.8

Gas 182 190 196 20.3 20r 129 13.3 13.8 14.2 147

Cook Inlet Revenue to PF & PSF 28.6 27.7 27.9 275 279 19.2 19.0 18.7 19.1 194
General Fund Revgnue

Qil 30.3 25.2 242 21.2 205 18.5 16.6 145 142 139

Gas 532 556 57 4 59 2 61 « 378 390 40 2 415 429

Cook Inlet Royalty Revenue-Net 83.4 80.8 81.6 80.4 81.6 56.2 55.5 54.7 55.7 56.8

(1) Appendices A-6a &A-Gb provide royaty revenues winch may not match Ihe Alaska Stale Accounting i , torn (AKSAS) numbers in tables throughout tins
Revenue Souces Book Rovonuo Irom the Department ol Revenue's Forecast Model This table can be >,md on the Tax Division's web site at http//www lax

slnlo ak us/sourcesbooWRoyaltyReveruJoDetail pdf

lall Revenue Snnii es Itnnl.  IM
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Revenue. A-/a

'local Alaska Government Petroleum Revenue-— History"1

5 Million

FY 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Corporation Petroleum Tax 269.4 200.1 145.1 162.7 338.1 178.4 151.1 298.8 524.0 661.1
Production Tax 921.6 577.8 371.1 702.7 703.8 496.3 599.0 651.9 863.2 1,199.2
Petroleum Property Tax 53.6 51.3 48.8 45.0 45.1 49.6 48.7 47.3 42.5 54.5
Qil and Gas Royalties™ 1,065.7 649.5 441.7 950.5 1,178.5 821.9 11,2103 1,383.6 11,8355 2,325.9
Bonuses, Rents and InterestQl 9.9 30.9 34.4 5.4 9.5 19.6 129 17.9 25.2 16.0
Deposits to the CBRF 566.6 343.2 55.3 448.3 48.9 90.2 22.3 8.4 27.4 43.7
Total Petroleum Revenue 2,886,8 1,852.8 1,096.4 2,314.6 2,324.0 1,656.0 2,044.3 2,407.8 3,317.9 4,3004

(1) Total does not include NPR-A royalties, rents and bonuses. Revenue numbers (except (or royalties, bonuses, rents and interest) are (rom Ihe Alaska State Ac-
counting System (AKSAS). AKSAS levenue is reported for penod oil and gas produced; when amended, revenue is different than when it was actually collected
Gross royalties, bonuses, rents & interest are from the Department of Revenue's Forecast Model and may not match AKSAS numbers in tables throughout this
Revenue Sources Book. A summary of historical General Fund petroleum revenue can be found on Ihe Tax Division's web site at http://Awwwv.tax.stale ak.usf
sourcesbook/TotalGovernmentRevenue.pdf

(?) Includes all royalty payments allocated to Permanent Fund, Public School Fund and G moral Fund.

(3) Oiland Gas Settlements from DOR Mineral Payments Fund Allocation Detail.

% | m|.ill 20IK> Revenue .Sources Rook
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Revenue. A-7b

Total Alaska Government Petroleum Revenue— Forecastu)

FY

Corporation Petroleum Tax
Production Tax

Petroleum Property Tax

Oil and Gas Royalties
Bonuses, Renls and Interest(l)
Deposits lo lhe CBRF

Total Petroleum Revenue

2007

657.2
2,067,2
51.7
2,018.7
69.1
90.0

4,953.9

2008

493.7
1,476.1
51.4
1,768.1
251
20.0

3,834.4

2009

466.5
1,403.1
51.0
1,727.9
22.0
20.0

3,690.5

2010 2011
455,0 447.1
1,333.5 1,366.8
50.6 50.4
.,678.7 1,686.0
214 22.8
8.3 0.0

3,547.5 3,573.2

2012

458.7
1,330.2
50.1
1,532.1
215
0.0

3,398.6

1,iZ1 2006 Revenue Sources Book

20 ¢ 2014 2015 2016
430.1 404 361.1 367.5
1,195.5 1,006.2 937.6 875.6
49.2 47.9 46.5 46.0
1,365.7 1,185.0 1,155.3 1,135.8
23.9 30.2 24.2 19.7
0.0 0.0 0.0 0.0
3,064.4 2,673.3 2,524.7 12,4446

(1) Tolal does not include NPR-A royalties, rents and bonuses. Revenue numbers (except for royalhes, bonuses, rents and interest) are from the Alaska State Ac-
counting System (AKSAS). AKSAS revenue is reported for period oil and gas produced; when amended revenue is different than when it was actually collected.
Gross royalties, bonuses, rents & interest are from the Department of Revenues Forecast Model and may not match AKSAS numbers n tables throughout this
Revenue Sources Book. Forecasted General Fund petroleum revenue through FY 2016 can be found on the Tax Division's web site at http://iwww.lax.stale.
ak.us/sourcesbook/TotalGovernmenlRevenue.pdf
(2) Includes all royalty payments allocated to Permanent Fund, Public School Fund and General Fund.
(3) Gil and Gas Settlements from DOR Mineral Payments Fund Allocation Detail.
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Prices. B-1b
<'rude Oil and Naiural Gas Prices— Forecast*!

NOMINAL2

WTl,ANSWest Coast.ANSand Cook Inlet W ellhead Prices

$ per Barrel

FY 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
WTI 61.45 53.75 52.00 51.50 52.50 50.00 47.50 44.00 45.00 46.00
ANS West Coast 59.15 51.25 49.50 49.00 50.00 47.50 45.00 41.50 42.50 43.50
ANS Wellhead WId Avg All Destinations 52.35 44.97 44.84 44.09 44.98 42.24 39.62 35.88 36.66 37.51

Cook Inlet Wellhead 56.32 49.19 47.45 46.99 47.98 45.49 43.00 39.50 4051 41.52

Henry Hub Natural Gas Prices

$ per MM BTU

FY 2007 2008 2009 201C 2011 2012 2013 2014 2015 20'3

Henry Hub 5.93 5.76 5.93 5.88 6.02 5.8C 5.25 4.75 4.88 5.02

CONSTANT
WT',ANS W est Coast.ANS and Cook Inlet W ellhead Prices

$ per Barrel.
FY 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

WTI 59.81 50.91 47.94 46.20 45.84 42.49 39.28 3542 35.25 35.07
ANS West Coast 57.57 48.54 45.63 43.96 43.66 40.36 37.22 33.40 33.29 33.16

A, ' Wellhead Wtd Avg All Destinations 50.95 42.59 41.33 39.56 39.27 35.90 32.76 28.88 28.72 28.59
Cook Inlet Wellhead 54.81 46.59 43.74 42.15 41.89 38,65 35.56 31.80 31.73 31.65

Henry Hub Natural Gas Prices

$ per MM BTU
FY 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Henry Hub 4.34 3.82 3.82 3.82

(1) Data from tim Department of Revenue's forecast model. Forecasts of crude oil and natural gas prices through FY 2016 can be found on tho Tax Division's web

site blip /mmw lax statc.ak us/sourcesbook/NominalO'i&NntGasPriccs pdf
(2) Adjustment lo ‘nominal” dollars is required lo prepare tho crude oil and natural gas price forecast Ca an Associates Inc.'s inflation rale of 2 75% was used for

FY 2007-beyond A summary of nominal crude oil and natural gas prices can bo found on the Tax Division s web silo at blip /mww lax stale ak us/souicesbook/

ConslantOii&NatGasPficos pdf

I all 20110 Rcvi iiue Sutiuvs Book «‘*7
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Necback Costs. B-2a

Nominal Netback Costs— Historyf,i

Marine Costs, TAPS Tarilk Feeder Pipeline and Other Adjustment Charges

S per Batrc]

FY

Marine Costs

TAPS Tariff

TAPS Quality Bank + Loss

Feeder Pipe + Other Upstream Costs
Location Differential

Total Netback Costs

1997

1.52
271
0.00
011
0.16

4.50

1998

151
2.73
0.60
0.07
(0.14)

4.16

1999

1.52
2.74
0.00
0.03

(0.16)

4.14

2000

1.59

2.86
0.00
(0.01)
(0.11)

4.32

2001

1.39
3.27
0.00
(0.09)
0.47

5.04

2002 2003 2004

1.55 171 1.69
3.50 340  3.16
(0.02)  (0.05) (0.13)
0.09 0.30 0.26

(042)  (0.29)  0.05

4.69 5.06 5.04

2005

1.79
3.28
(0.27)
0.23
(0.41)

4.62

2006

1.63
3.58
(0.27)
0.40
0.13

5.47

(1) Data from tho Department of Revenue's Forecast Model A summary ot h’Stoucal netback costs can be found on the Tax Division's web s'te at http:/Amwv.tax.

slate ak us/sourcesbook/NetbackCosts pdf
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Netback Costs. B-2b

Nominal Netback Costs— ForecastOl

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

S per Barrel

FY

Marine Costs

TAPS Tariff

TAPS Quality Bank + Loss

Feeder Pipe + Other Upstream Costs
Location Differential

Total Netback Costs

2007

1.76
438
(0.62)
0.86
0.43

6.80

2008

1.79
411
(0.45)
0.83
0.00

6.28

2009

1.84
2.36
(0.46)
0.86
0.06

4.66

2010

1.89
2.43
(0.47)
0.87
0.18

4.91

2011

1.94
2.48
(0.48)
0.92
0.16

5.02

2012

1.99
2.53
(0.50)
1.10
0.13

5.26

hill 2006 Revenue Sources Book

2013

2.04
2.57
(0.51)
1.16
0.12

5.38

2014

2.09
271
(0.53)
1.25
0.10

5.62

2015

2.14
2.84
(0.54)
1.30
0.10

5.84

2016

2.19
2.92
(0.56)
1.34
0.09

5.99

(t) Data from lho Department of Revenue's Forecast Model. Forecasted netback costs through FY 2016 can be found on the Tax Division's web site at http://

www.lax.slale ak us/sourcesbook/NelbackCosts pdf.
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Prices. B—3

Price Changes from spring 2006 Forecast

S per barrel

FY 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Fall 2006 Forecast

WTI 63.01 61.45 53.75 52.00 51.50 52.50 50.00 47.50 44.00 45.00 46.00
ANS West Coast 60.80 59.15 51.25 49.50 49.00 50.00 47.50 45.00 41.50 42.50 43.50
ANS Wellhead <’ 55.33 52.35 44.97 44.84 44.09 44.98 42.24 39.62 35.88 36.66 37.51
Cook Inlet Wellhead 57.06  56.32 49.19 47.45 46.99 47.98 45.49 43.00 39.50 40.51 41.52

Spring 2006 Forecast

WTI 61.02 55.90 49.10 27.50 27.50 27.50 27.50 2750 27.50 27.50 27.50
ANS West Co3St 58.72  53.60 46.90 25.50 25,50 25.50 25.50 25,50 25.50 25.50 25.50
ANS Wellhead *« 53.01 47.40 40.90 21.13 21.02 20.87 20.62 20.43 20.24 20.17 20.07
Cook Inlet Wellhead 56.33 51.54 44.85 23.46 2349 2348 23.49 2350 23.50 2351 23.52

price chanae from prior forecast

WTI 51.99 55.56 54.65 52450 524.00 $25.00 $22.50 $2000 $16.50 $17.50 518.50
ANS West Coast $2.08  $5.55 $4.35 52400 52350 52450 522.00 $19.50 $16.00 517.00 $18.00
ANS Wellhead 52.32 54.96 S4.G7  $23.71 $23.07 524.11 $21.63 $19.18 515.64 $16.49 517.44

Cook Inlet Wellhead 50.74 54.78 $4.34 523,99 52350 52450 522.00 519.50 516.00 517.00 518.00

percent chanae from prioi forecast

WTI 3.3% 9.9% 9.5% 89.1% 87.3% 90.9% 81.8% 72.7% 60.0% 63.6% 67.3%
ANS West Coast 35% 10.4% 9.3% 94.1% 92.2% 96.1% 86.3% 76.5% 62.7% 66.7%  70.6%
ANS Wellhead 4.4% 10,5% 10.0% 112.2% 109.8% 115.6% 104.9%  93.9% 77.2% 81.7%  86.9%
Cook Inlet Wellhead 1,3% 9.3% 9.7% 102 2% 100.1% 104.3% 93.7% 83.0% 68.1% 72.3%  76.5%

(1) ANS Wellhead weighted average all destinations,

100 « |.ill 2000 Revenue Smm.es Bonk
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Production. C-l

Production Changes from Spring 2006 forecast

Million Barrels per Day

FY 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Fall 2006 Forecast

ANS 0.845  0.740 0.782 0.779 0.779  0.782 0.831 0.795 0.772 0.737 0.696
Cook inlet 0.018 0017 0.016 0.014 0.013 0.012 0.011 0.010 0.010 0.009 0.008
ALASKA 0.863  0.756 0.798 0.793 0.792 0.794 0.842 0.806 0.782 0.746 0.705

Spring 2006 Forecast

ANS 0.854  0.825 0.803 0.799 0.786  0.802 0.813 0.785  0.762 0.732 0.772
Cook Inlet 0.018 0.017 0.016 0.014 0.014 0.013 0.012 0.011 0.011 0.010 0.010
ALASKA 0.872  0.842 0.819 0.813 0.799 0.815 0.825 0.797  0.773 0.742 0.782

volume chanae from prior forecast

ANS Total (0.008) (0.086) (0.021) (0.020 (0.007) (0.020) 0.018 0.010 0.009  0.005 (0.076)
Cook Inlet 0.000 (0.000) (0.000) (0.000) (0001) (0.001) (0001) (0.001) (0001) (0.001) (0.001)
ALASKA (0.008) (0.086) (0.021) (0.020) (0.003) (0.021) 0.017 0.009 0.008 0004 (0.077)

percent chanae from prior forecast

ANS Total -1.0% -10.4% -2.6% -2.5% -0.9% -2.5% 2.3% 1.3% ' 2% 0.7% *0.8%
Cook Inlet 00% -1.7% -0 4% -2.6% 44% -6.2% -83% -102% -12.0% -135% -149%
ALASKA -1.1% -10.2% -2.5% -2.5% -1.0% -2.6% 2.1% 1.1% 1.1% 0.5% -9.9%

1.ill IU'Vcillie Soiiiu'n Hunk = MU



Fall 2006.Revenue Sources Hook

Production. C-2a

Crude Oil Production— HistoryOlL

Million Barrels per Day
FY 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Alaska North Slope

Prudhoe BayR& 0.809 0.713 0.636 0571 0.540 0.487 0.433 0.419 0.381 0.340
PBU Satellites'3 0 0 0.003  0.005 0.007 0.026 0.045 0.052 0.044 0.041
GPMA4 0,210 0.192 0.159 0.118 0.089 0.075 0.065 0.061 0.056 0.048
Kuparuk 0,266 0.259 0.240 0.212 0.197 0.176 0.160 0.155 0.142 0.134
Kuparuk Satellites's. 0 0.001 0.025 0.037 0.031 0.039 0.052 0.049 0.051 0.041
Milne Point'6* 0.048 0.053 0.055 0.053 0.052 0.052 0.051  0.051 0.050 0.041
Endicott'0 0.070  0.057 0.052 0.048 0.037 0.033 0.029  0.029 0.021 0.020
Liberty 0 0 0 0 0 0 0 0 0 0
Alpine"l 0 0 0 0 0.038 0.096 0.098 0.099 0.104 0.123
Fiord™ 0 0 0 0 0 0 0 0 0 0
Nanuqam 0 0 0 0 0 0 0 0 0 0
NPR-A 0 0 0 0 0 0 0 0 0 0
Offshorel' 1 0 0 0 0 0 0 0 0 0 0
Northstar'3 0 0 0 0 0 0019 0.057 0066 0069 0.056
Total ANS 1,403 1.274 1.170 1.044 0.991 1.004 0.991 0.980 0.917 0.845
Cook Inlet 0.037 0.032 0.032  0.029 0.029 0.033 0.028  0.023 0.019 0.018
Total Alaska 1440 1.306 1.202 1.073 1.020 1.036 1.020 1.004 0.936 0.863

(t) Asummary of historical crude oil production can be found on Ihe Tax Division's web site at hllo ‘MwWwlax stale ak.us/sourccsbook/AtaskaProdur.tion pdf.

(2) Includes NGLs from Central Gas Facility shipped lo TAPS
(3) Aurora, Borealis. Midnight Sun.Orion and Polaris,

(+i) Lisburne, Niakuk,North Prudhoe Bay Slate, Point Mcintyre, Raven, West Beach and West Niakuk
(5) Meltwater, Tabasco, Tarn and West Sak

(6) Includes Sag River and Schrader Bluff

(7) Includes Badami. Eider and Sag Della

(8) Includes Alpine-West and Qannik.

(9) Fiord and Fiord-Kuparuk,

(10) Nanug and Nanug-Kuparuk

(11) Known Offshore includes Nikailchug and Oooguruk.

(12) Includes Outer Continental Shelf (OCS) production,

112 1.ill Jtlifi Kevi'ime Simla's Hunk
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Production. C-2b
Crude Oil Production— Forecast
Million Barrels per Day

FY 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Alaska North Slope

Prudhoe Bay(@© 0.280 0.301 0.295 0.286 0.279 0.268 0.258  0.249 0.240 0.233
PBU SatellitesO' 0.045 0.052 0.064  0.080 0.091 0.089 0.082 0.0/5 0.069 0.064
GPMA<>> 0.030 0.044 0.041 0.039 0.036 0.034 0.032  0.030 0.028 0.027
Kuparuk 0.119 0.116 0.113 0.107 0.103 0.098 0.094  0.091 0.087 0.084
Kuparuk Satellites(j| 0.045 0.053 0.053  0.055 0.059 0.062 0.064  0.065 0.066 0.067
Milne PointH 0.031 0.037 0.037  0.038 0.040 0.044 0.048 0.049 0.046 0.044
Endicott"1 0.017 0.016 0.015 0.014 0.014 0.014 0.014 0.014 0.015 0.016
Liberty 0 0 0 0 0 0.050 0.046  0.040 0.033 0.027
Alpine®B 0.106 0.090 0.079  0.076 0.071 0.062 0.055 0.048 0.041 0.036
Fiord11l 0.010 0.019 0.023  0.023 0.021 0.015 0.008  0.005 0.004 0.003
Nanuq,,0 0.005 0.012 0.013 0.012 0.011 0.010 0.010  0.009 0.008 0.008
NPR-A 0 0 0 0 0.010 0.038 0.044  0.060 0.064 0.057
Offshore" 0 0.003 0.014  0.023 0.028 0.028 0.027  0.025 0.024 0.022
Northstar03 0.051 0.039 0.031 0.026 0.021 0.018 0.015 0013 0.011 0.009
Total ANS 0.740 0.782 0.779  0.779 0.782 0.831 0.795 0.772 0.737 0.737
Cook Inlet 0.017 0.016 0.014 0.013 0.012 0.011 0.010 0.010 0.009 0.008

Total Alaska 0.756  0.798 0.793  0.792 0.794 0.842 0.806  0.782 0.746 0.705

(1) Forecasted crude oil production Throujh FY 2016 can be found on Ihe Tax Division s web site at http Avw tax.stale.ak us/sourcesbook/AlaskaProduclion pdl

(2) Includes NGLs from Central Gas Facility shipped to TAPS.
(3) Aurora. Borealis, Midnight Sun,Orton and Polaris

(@) Lisburne, Niakuk.North Prudhoe Bay Slate, Point Mcintyre, Raven, West Beach and West Niakuk.
(5) Mellwaler, Tabasco, Tarn and West Sak

(6) Includes Sag River and Schrader Bluff

(7) Includes Badami. Eider and Sag Delta

(8) Includes Alpine-West and Qanruk

(9) Fiord and Fiord-Kuparuk

(10) Nanug and Nanug-Kuparuk

(11) Known Offshore includes Nikaitchuq and Oooguruk

(12) Includes Outer Continental Shelf (OCS) production
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Production. C-3a

Economic Limit Factors (for Fields with Positive FLF)—

Percent

FY

Prudhoe Bay
Aurora
Borealis
Midnight Sun
Orion

Polaris

Point Mclintyre
Kuparuk
Tam

West Sak
Milne Point
Endicolt
Liberty
Alpine

Fiord

NPR-A
Northstar

Volume Weighted ELF

(1) Asummary ol historical FLFs can be lound on lhe Tax Division's web site at htlp7/mww lax stale ak us/sourcesbook/ELFs pdf

1997

0.9725

© O o o o

0.9496
0.7814

0.0193
0.4734

O O o o

0.8504

11t lull 20lif» Revenue Sources Rnok

1998

0.9626

© O O o o

0.9220
0.7584

0.0310
0.3029

O O o o

0.8232

1999

0.9489

O O O O o

0.8510
0.7017
0.0713

0.0427
0.0862

O O O o

0.7628

2000

0.9308

O O O o o

0.6300
0.5977
0.0476

0
0.0254
0.0487

0

0
0
0
0

0.6930

I listory

2001

0.9170

O O O o o

0.4312
0.4934
0.0040

0
0.0106
0.0089

0.3458

0.6441

2002

0.8960

0.0785

0.2064
0.J526
0.0421

0.0013
0.0014

0.8784

0.4198

0.6085

2003

0.8701
0
0.1140
0
0
0
0.1603
0.2292
0.0996

00003

0.8570

0.8642

0.5756

2004

0.8547
0
0.0839
0
0
0
0.1084
0.1798
0.0597

0.0002

0.8430

0.8468

0.5561

2005

0.8430
0.2954
0.3009
0.2954
0.2961
0.2954
0.3201
0 0507
0.0097

0

2006

0.8591
0.8591
0.8591
0.8591
0.8591
0.8591
0.8591
0.0050
0.0003

0



Production. C-3b

Economic Limit Factors (lor Fields with Positive ELF)— Forecast

Percent

FY

Prudhoe Bay
Aurora
Borealis
Midnighl Sun
Orion

Polaris

Point Mcintyre
Kuparuk
Tarn

West Sak
Milne Point
Endicott
Liberty
Alpine

Fiord

*NPR-A
Northstar

Volume Weighted ELF

2007
0.7330
0.7330
0.7330
0.7330
0.7330
0.7330
0.7330

0
0.0002
0
0
0
0
0.7975
0.0003

0.6438

0.4834

2008
0.7824
0.7824
0.7824
0.7824
0.7824
0.7d24
0.7824

0.7080
0.0044

04311

0.4713

2009

0.7999
0.7999
0.7999
0.7999
0.7999
0.7999
0.7999

0.5734
0.0446

0.2483

0.4516

2010
0.8141
0.8141
0.8141
0.8141
0.8141
0.8141
0.8141

0
0
0.0032
0
0
0
0.4031
0.0370
0
0.0925

0.4327

2011
0.8238
0.8238
0.8238
0.8238
0.8238
0.8238
0.8238

0
0
0.0109
0
0
0
0.2448
0.0064
0
0.0192

0.4171

lall 2006 Revenue Source*. Rook

(1) ELFis projected through FY 2011 lo assist in Ihe comparison of PPT revenues and revenue under the old ELF-based system This comparison is required

under tho new statute.
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11. Index

Alaska Aerospace Development Corpora-
tion 75,76.77,78,79.80,81

Alaska DcpaniiicP.t of-Revenue/Depart-
ment o f 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 Mousing 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) 1. 10. 11, 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. SO, SI

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
(ANSNVC) 10.96,97,100

APl Gravity 21.22.23.24

Bonuses, Rents and Interest 87. 88.94.
95

Business Licenses 52

Cabin Rentals 55

Callan and Associates, Inc. (see Inflation)

Charges for Services i, 8.9,46.49, 50

Charitable Gaming 47

Cigarette fax 49,51

Coal Royalties 55

Commeieial Passenger Vessel Ranger Fee
47. 52

Commeieial Passenger Vessel lax 47, 52

Conservation Sureltage (see Hazardous
Release Tax)

Constitutional Budget Reserve | uml
(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,

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 Cooperative Taxes
47, 86

Endowment Funds i, 71

Estate Tax 8,48

Exploration Property Tax 42

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

100. 101, 102, 103, Rexder Pipelines 38

Fines and Forfeitures i, 4,46, 53

Fisheries Business Tax 8, 9. 51, 98

Fishery Resourt: Landing 8, 48

Fishing and Ilunting License Fees 54

Forecasting Methodology I, 29, 36

Gas Production Tax i, 15,29

Gas Royalties 87, 94. 95

General Fund Revenue 7, 84. 92,93

General Fund Unrestricted Revenue 1.
85. 87. 88. 89

General Purpose Revenue
84

Governmental Accounting Standards
Board (GASB) 5,71,72.84

Gravity 21.22.23.24

Hazardous Release Tax 8, 31. Tj

Heavy Oil i.21.22.40

lleury Itub 96, 97

Filiation 36. 38, 49. 54. 69. 74. 84. 96, 97

Insurance Premium Tax 9,48,51,86

Interest Paid by Others 63

International Energy Agency (IEA) 22,

1. 7.8. 10. 17.

23.24.25.37
Investments/Investment Earningsdnvest-
nient Revenue i, I. 3,4, 6.8,9,

I'l. 15. 17. 1S. 21.27. 31. 38.45.
46. 57.61,62. 63.64.65.68. 71.
72. 76. 84, 87
l.and | easing. Rental and Sale 55
laccuses and Permits i, 1 9.46. 54, 87
| ocation Dilferenlial 38, 39.98.99
Marine Ilighway Euml 50

100, 101, 102, 103

Pall 2006 Revenue Sources Hook

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 Tire Fee/Tire Fee 49

National Petroleum Rescrve-Alaska
(NPR-A) 12,29,30,43

Natural Gas 31,83,96,97

Netback Costs 39, 83, 98. 99

New York Mercantile Exchange 10, I!

Non-oil Revenue i, 1,46

Ocean Ranger Program 47, 52

Office of Management and Budget
(OMB) 7.36, 52, 56. 58

Oil and Gas Conservation Commission
Receipts 53

Oil Prices (see ANS Crude Oil)

Oil Production 1, 10, 12. 14,22,24,34,
35,36.38,43, 102, 103

Oil Production Forecast 12, 13,103

Oil Production Forecast Currently Pro-
ducing 12,13, 35,39,40

Oil Production Forecast - Under Devel-
opment 12.13,39,40
oil Production Forecast - Under Evalua-

tion 12,13.39.40

ttil Revenue 4. ft. 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

(tther Revenue i, 4. 6 17, 43, 45, 46, 56

(tlher 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 GASB (or Market)
Income 84

Permanent Fund Statutory Income 84

Petroleum Profits lax (PPT) 15. 16, 17.
24, 31,32, 33.34, 78.85, 91. 105

Petroleum Revenue ii. S3. 88. 89. 94. 95

Petroleum Special Settlements 87. 88, 89

Pipeline Transportation Property 42. 106

Prevailing Value 35,96

Production Costs 25. 38
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Production Properly -12, 106

Production Tax i,4, X 10, 15, 16.28,29,
31.33,34,38.85,91

Program Receipts 7. 52, 53, X4

Progressivity Tax 31

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 o f 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. X. 28. 30. 34. 35. 43. 55. 87.
88. 89, 94.95

Sales/Use tax 8. 50. 51

Salmon Enhancement Tax 49

Seafood Marketing Assessment lax 49.
52. 86. 87

Sensitivity Matrix 36. 85

Severance Tax (see Production Tax)

Statutorily Designated Program Receipts
53

Steam Assisted Cirav ity Drainage
(SAGD) 23.24

lax Division Annual Report 9, 28.42.
51.52

faxes i. 1.4.7.X,9.29.31.32.39.46.
47.48.49,51.58. 84.88.91

lest Fisheries Receipts 52. 53

Timber Sales/Receipts 87

lire Fee (see Motor Vehicle Tire Fee lire
Fee}

Tobacco Settlement/Master Settlement
Agreement 53.54

lobaccoTax 8,49

Itans-Alaska Pipeline System 11APS)
13. 38. 39. 98

Transfer from Component Organizations
55.56

t'nclaimed Properly 7,9, 55. 56

t niesttictcd General Purpose Revenue
Unrestricted Revenue t. 1.4. 7,8.
9. 10. 17. 84.85. 87. SS. 89

U.S. Department of Energy, Energy
Information Administration (1X 3
EIA) 37

|US « Fill 2006 Revenue Sonnes book

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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Revenue Sources Book

Alaska Department o fRevenue - Tax Division

In accordance with AS .i7.07.060 (b)('i), the Revenue Sources book is compiled
biannually by the Alaska Department ol Revenue to assist the governor in for-
mulating a proposed comprehensive financial plan for presentation to the Alaska
State Legislature. Within the publication are shown prior year actuals, revised

current year estimates and future sear projections.
Anticipated state income is projected through the use of a number ot data sources;

(1) econometric models developed by me 1llepartment ol Revenue to forecast

unrestricted non-petroleum revenues
(2) apetroleum revenue model creat'd by the departments Tax |bvision
(3) estimates from individual state agencies.

We thank the various state agencies lor then cooperation in computing antici-

pated revenues lor publication in this fall 2006 Revenue Sources Book.

lhe l)epartment of Revenue complies with litle Il o! the Americans W ith 1)is-
ahilities Act ol 1000, lhis publication is available in alternative communication
formats upon request. I'le.tse contact the divisions representative at hir. ibv<<>'>2

or 105.30”" X ( TDD) to make necessary ui.mgentents.

Ibis publication, required by law (AS 37.07.060), was printed in luneau.

Alaska at acost of about S' per copy.



CORRECTION

THE FOLLOWING DOCUMENT(S)
HAVE BEEN REFILMED TO
ASSURE LEGIBILITY OR PAGINATION

Dcpaitcmceni o f Education A- latls Development



Revenue Sources Book

Alaska Departmelit i f Revenue - lax Division

In accordance with AS 37.07.060 (h)(4), the Revenue Sources hook iscompiled
biannuallv hy the Alaska Department of Revenue to assist the governor in for-
mulating a proposed compr iiensivr lin.mci.il plan lor presentation to the Alaska
State Legislature. Within th. public;"ion are shown prior year actuals, revised

current year estimates and future year projections.

Anticipated state income is projected through the use ol a number of data sources:
(1) econometric models developed hy the Department ol Revenue to forecast
unrestricted non-petroleum revenues

(2) a petroleum revenue model created hv the departments lax Division

(3) estimates from individual state agencies.

We thank the various state agencies lor thcii cooperation in computing antici-
pated revenues for publication in this kali 2006 Revenue Sources Rook.

Ilhe Department ol Revenue complies with litle Il of the Americans With Dis-
abilities Act ol 1090. lhis publication is available in alternative communication

formats upon rcijucst. Please contact the divisions representative at 907.463.3692

or 907,465.3678 (TD D) to make necessary arrangements.

Ihis publication, required by law (AS 37.07.060), was printed in Juneau,

Alaska at a cost ofabout $7 per copy.
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http://www.tax.Muie.ak.us

Mindy Rowland

From: Tom Maher
Sent: Sunday, January 21, 2007 5:29 PM
To: Mindy Rowland

Subject: FW: monday presenters

From: Jerry Burnett [mailto:jerry_burnett@revenue.state.ak.us]
Sent: Friday, January 19, 2007 2:47 PM

To: Tom Maher

Subject: monday presenters

Patrick Galvin, Commissioner (online)
Marcia Davis, Deputy Commissioner (online)
John lverson, Tax Director (online)

In Juneau
Brian Andrews, Deputy Commissioner
“'Gary Bader, Chief investment Officer, Treasury
Jerry Burnett, Admin Services Director, Leg Liaison
vADr. Michael Williams, Chief Economist
Cherie Nienhuis, Petroleum Economist

Dr. Williams will be our lead presenter on revenue forecast
Gary Bader will be lead presenter on investments

I will do introductions. Commissioner Galvin will speak on PPT regulations, etc.

1/22/2007
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Alaska State Senate

Senate Finance Committee

Mail Stop 3100
- . State Capitol
Official Business Juneau, Alaska 99801-1182

AGENDA

Wednesday, January 31, 2007
9:00 a.m.

Overview of Governor's FY 08 Budget

Karen Rehfeld, Director, Office of Management and
Budget

David Teal, Director, Division of Legislative Finance



Putting the FYO8 Budget In
Perspective

1. Where have we been?
2. Where are we now?
3. Where are we going?

Legislative Finance Division



$ Billions

$5.0
$4.5
$4.0
$3.5
$3.0
$2.5
$2.0
$1.5
$1.0
$0.5
$0.0
-$0.5
-$1.0

-$1.5

General Fund Budget

m  Operating

n~m Capital
Savings
Revenue

— GF to CBRF

FYOVv FYO02 FYO3XFYO04 FYO05

FY06

PEF: $657
ADRF:S26
AHFC: $300

FYO6  FY tfj

Fyo7

PCE: $183
PEF: -$565
ADRF: -$26

Legislative Finance Division

Rejections: The operating budget

increases at 4% annually and the capital

budget is a constant $200 million.

FY(] ‘FYO09
FY08
PEF: -$509

FY10

FY11

FY12



The FYO8 Budget Cycle

The Legislature’s savings plan set aside nearly $1 billion last year:
$509 million to the Public Education Fund
$300 million to a capital savings account in AHFC
$183 million to the Power Cost Equalization Endowment

The Governor’s spending plan eliminates accumulated savings in the Public
Education Fund and effectively transfers the balance to the Constitutional

Budget Reserve Fund:
$565 million in FYO7
$509 million in FY08

From the FYO7 Base, the Governor’s general fund operating budget adds $750
million.

Without depleting savings balances, the Governor’s FY08 budget shows a
surplus of about $140 million.

This $140 million surplus is based on
Achieving $150 million in operating budget efficiency reductions.
Avoiding additional appropriations for K-12 education, Medicaid and other programs.

Holding the capital budget to $92 million.

Legislative Finance Division 3



Categorization of the Governor's
($750.8 Million Total from

AllOthor Incromonts $94.7
13%

Alaska Longevity Bonus
§33.7 4%

Local Government
Assistance $48.1

Governor's

Promises
$159.3 million
21%

Political Subdivisions PERS
$77.5 10%

Fuel/Utilities $2..5 3%

Prison Population §9.7 1%

PPT Tax Refunds §25.0 3%

Legislative Finance L



Increments
se)

School District TRS/PERS
$207.4 29%

A%Nency Retirement, Health &
age Increases $180.4
25%

Increments
with Little

Discretion
$490 8 million
00%



Conditions for an FY08 Surplus

1. Achieving $150 million in operating
budget efficiency reductions.

A difficult task that will require reductions in existing
programs— not merely denying increments

2. Avoiding additional appropriations for K-
12 education, Medicaid and other
programs.

3. Holding the capital budget to $92 million.

Legislative Finance Division



Issues Not Addressed In the
Governor’s Operating Budget

Additional K-12 funding
- Base Student Allocation $??

- District Cost Factors $75 million for full
Implementation

Medicaid Match $37 million
State Employee Contracts $30 million??
Retirement System Unfunded Liability $7?

Legislative Finance Division



Capital Brdget

“Bare Bones”

Minimum level of state funds to maximize
federal funding ($92 million GF)

Federal Funding Concern
- Potential Highway Trust Fund problems

- Senator Stevens no longer Chair of
Appropriations Committee

Legislative Finance Division



What’'s not addressed?

Deferred Maintenance

- “> $950 million and growing”
e Buildings, Roads, Harbors, Rural Airports, Parks, AMHS Vessels

State Funded Road Program
- Fed funds drying up?

School Construction

- DEED’S Construction and Major Maintenance Priority Lists total
$921 million
e Excluding the $90 million from last year

University
- Board of Regents Request - $431 million

Local Issues/ Community Grants

Legislative Finance Division



How much is available to spend/save?

I Available to Spend (unrestricted GF)

Fall Revenue Forecast for FY08 $ 51.25
FYO07 Surplus (Fall forecast) $ 59.15

Total Available for this budget cycle 5,288

Spending

FYD8 Qperating

FY08 Capital

New Legislation

FY03 Supplemental Placeholder

Total Spending
Potential Spending/Savings

The amount available excludes $509 million in the Public Education Fund

Legislative Finance Division



Senate Finance Committee
Governor’s FY2008 Budget Overview
Wednesday, January 31. 2007

Co-Chair Lyman Hoffman
Co-Chair Bert Stedman

Senator Charlie Huggins Senator Kim Elton
Senator Donny Olson Senator Joe Thomas

Senator Fred Dyson

Identify for the Record

Thank for the opportunity to present the Governor's FY200S Operating Budget

Introduce OMB Staff

Budget Analysts: Karen Elliott Kym Mauscth
Steve Hildebrand Mike Crabb
Tuula Marquardl Lena Simmons

Mary Sutton

Management Analyst: Jo Ellen Hanrahan

Internal Auditor: Diane Burnham

Policy Analysts: John Boucher Jack Kreinhedcr
Chief Budget Analyst: Joan Brown

document and the Senate Finance Committee staff

Page |



Governor Palin’s budget philosophy is to
Spend less, control government growth
Save our surplus

Live within our means

Highlights of the FY2008 budget include

Keeping operating & capital spending at or below FY200S revenues to live within our

means

FY2008 Revenue Estimate of $3.9 billion based on $51.25 ppb

Revenue estimates for FY2009-FY2012 show declining revenue - even more reason to

look for ways to control spending and balance the budget

Save the surplus by depositing $1.9 billion into the Constitutional Budget Reserve

FYO7 est surplus of $1.4 and FYO08 of $0.5 = $4.3 billion Balance in the CBR

Rage 2



Key components of the governor’s proposed operating budget

HB97/SB52 Education Funding Bill -

Full Funding for K-12 Education public school funding program and pupil transportation
- including $35 million allocated to school districts based on the same amount received
in the current year - $207.4 million for PERS/TRS hoping for early action so that

school districts would know the level of funding in early March - allows them lo plan for

and deliver effective instructional programs.

HB95/SB50 - FV2008 Operating Budget

11B96/SB51 - FY2008 Mental Health Operating & Capital Budget

Covers $77.5 million for PERS/TRS increases for local governments and $ 17S.4 for stale
government including the legislature, Court System, and University

Restores Longevity Bonus - estimated $33.7 million

Provides Local Government Support at $48.1 million

Includes Alaska Public Offices Commissioner investigator $100,000

Efficiencies and s| ending reductions of $150.0 million

Program Reviews
In reviewing program effectiveness, agencies will be utilizing the accountability
framework established as Missions and Measures, lo determine if programs are achieving

the desired results and how proposed funding changes may impact those results. This

Page 3



performance based approach focuses on defining, and then achieving, the results that are
important lo the public and government. Through the use of key indicators, or measures,
we are in a better position lo make decisions about the effectiveness of the program and

the value to the public. Accountability measures provide a connection between where we

are, current performance, where we want to go, desired end result, and how we get there,

resources and strategies.

These frameworks arc also a great value as a way to learn about department programs

and the results they are delivering lo Alaskans.

A summary called Results at a Glance for each department will be available to the

subcommittees along with the Missions & Measures framework.

The Governor’'s amended budget will detail $150.0 million in reductions -
Working with commissioners and staff to achieve savings
Targets were established to give departments a goal to work toward and to give some

options lo consider ir. making the reductions.

The governor has also asked the University, Court System, and Legislature lo assist in

this process.

W ill be working with departments over the next several weeks lo identify reduction

options and make decisions to meet the March 1budget amendment deadline.

Page 4



HB98/SB53 - FY2008 Capital Budget

The current capital budget is bare bones -

$81.1 million GF generates approx $710 million in federal funds
$10.6 million match for Mental Health budget projects

$89.7 million for 5 previously authorized school construction projects:

Russian Mission K-12 School Replacement (LYSD) $18.5

Howard Valentine-Coffman Cove- K-12 School Replacement (SEISD) $5.3
Arctic Village K-12 School Replacement (YFSD) $11.8

St. Michael K-12 School Replacement (BSSD) $22.5

Savoonga K-12 School Replacement (BSSD) $31.6

In the December 15 spending plan, the governor identified approx $134 million that

would be available for capital projects if we arc able to achieve the spending reduetiom

on the operating side.

The governor will include a list of capital project priorities in the March 1budget

amendments.

Page 5



Supplemental

Early Supplemental - HB107/SB61 - 3 items - one GF

Copper River/Prince William Sound Regional Seafood Development Association -
$153.0 pass through taxes collected in 2005

Law - $12 million supplemental related lo litigation related to actuarial services received
by the Slate of Alaska - funds from $8,271.0 for PERS; $3,729.0 TRS (funds from a
settlement of $15.6 million related to securities fraud - the ARMS board supports the use

of these funds)

April 3 election regarding same-sex benefits $1,156.3 GF

Regular supplemental -

Preparing the requests from agencies - target of $60 million - still refining those numbers

-will have the bill to the legislature by Feb 14 -

Other Items in the Budget Package include:

11B106/SB60 Tire Tax Repeal - The governor has also introduced legislation to repeal
the tax on studded tires, approx ($1.4 million reduction in Revenue) as part of her desire
to gel rid of unnecessary taxes, particularly when they impact the safety of families

driving on winter roads.

Page 6



SB66/HB111 - Business License Fee - legislation will be introduced to reduce the cost

of a business license to $25 - the current lee discouraging small business by imposing

hefty Ices for a business license.

HB99/SB54 - Appropriation to the Principal of the Permanent Fund-
Finally, the governor is proposing an appropriation lo the principal of the Permanent
Fund of approximately $1.3 billion at the end of FY2007. This will leave over $1.7

billion in the earnings reserve fund to pay for dividends and inflation proofing.

The Governor is committee to working with the legislature and the public to further

refine the operating and capital budgets to ensure that the budget for the next fiscal year

provides the services Alaskans expect from government and is sustainable in the future.

Page 7
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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 (3,dquarter FY2006 through 1 quarter

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 vo ce communications
systems were usable and available over 99% of the time during FY2005 and

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 52.0 mil ion for wages.

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

The average annual loan delinquency rate went down from 14.8% in FY05 to 6.8%
in FY06 for portfolios serv'ed for ether 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 aemcpace 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 reai estate, so it is important for the 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 lhe 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 Fc'jcation 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 aftercare recommendations when
checked at six months after release from incarceraiion. (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)

Increased the number of filied probation officer positions by three, with an
additional 12 contingent job offers. (October 2005 - October 2006)



