Proposed: “60/28/12” Flow-Related Property Tax (FRPT) Allocation Model

It is recognized that any number of models can be developed and implemented. However, this
proposed model was designed with a further attempt to continue addressing fairness and
reasonableness issues. The following are high level discussions of the proposed model.
Additional details are available.

A. CRITERIA FOR A DISTRIBUTION MODEL

The following summarizes a proposed 60/28/12 Flow-Related Property Tax (FRPT) model that
incorporates the described criteria for annual allocations. A graphic view of the model is found
on Attachment A. A detailed percentage for implementing the model is shown on Attachment B.

Based on discussions with the MAGPRB there are three criteria that could be included in a
model for FRPT allocation.

1. The first criteria for funding is for the State of Alaska to be set at 60% of the annual
FRPT. State funding is needed for 25% project ownership and to compensate the State for its
share of resource ownership. A total of 60% of the annual Flow Related Property Tax (FRPT)
would provide funding for the 25% project ownership and, after accounting for Statewide

Allocation based on population, would provide at least 50% of the remaining revenues to the
State of Alaska.

The MAGPRB has discussed the FRPT formula driven allocation that could include a
proportional allocation based on physical location of Alaska LNG real property and an additional
FRPT per capita based on community population for all areas throughout Alaska. These two
criteria are described below.

2. The second allocation criteria are for those areas that have a physical location of the AK
LNG within their jurisdictional boundary and is set at 28% of the annual FRPT. It is based
on Ratio of Infrastructure Value and Population. Ratio of Infrastructure was given a weight of
70% and ratio of population was given a weight of 30%. Attachment 3 is a summary of
infrastructure value that includes a breakdown of pipeline miles, compressor stations, GTP and
feeder pipeline and LNG plant. A percentage was calculated on the proportion of real property
in each area. Attachment 4 displays the ratio of populations in these areas.

3. The third allocation criteria are based on per capita for a community population and are
set at 12% of the annual FRPT. The per capita allocation related to sharing Alaska resource
revenues, is one of the overarching principles of MAGPRB. Allocation is based on percent of
population in each area throughout the State of Alaska. Attachment 5 displays areas and their
related populations.
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B. 60/28/12 MODEL SUMMARY

Attachment A, FLOW RELATED PROPERTY TAX (FRPT) ALLOCATION MODEL, provides a
graphic view of the model.

Attachment B, FLOW RELATED PROPERTY TAX (FRPT) ALLOCATION MODEL - with allocation
percentages by area, provide a summary of specifically how the annual target payment is allocated.

Attachment 6, 60/28/12 FRPT ALLOCATION PLAN, provides an actual allocation for year 8. Target
distribution amounts are shown based on the percentages in the model. All areas throughout Alaska are
shown in this summary. This summary also includes a projected 25 year allocation for all areas
throughout Alaska.

The following is a narrative summary of the model:

100% FRPT target payment is received from the AK LNG project. This amount is equal to:

60% to State of Alaska, plus:

28% based on physical location of the Alaska LNG real property based on ratio of Infrastructure value
and population allocated between 5 boroughs and State of Alaska, plus:

12% based on population which is allocated statewide to all populated areas throughout the State.

C. EXAMPLE USING YEAR 8 FRPT ALLOCATION

The example used in the attachments is for year 8 with a target amount of $596,000,000. The
attachments go through a distribution for this year. The last attachment, number 6, summarizes
the allocation of the FRPT by each area throughout the State and provides a 25 year estimates.

Attachment A, FLOW RELATED PROPERTY TAX (FRPT) ALLOCATION MODEL
Attachment B, FLOW RELATED PROPERTY TAX (FRPT) ALLOCAITON MODEL — with allocation
percentages.

Attachment 1 - ALLOCATIONS OVER 25 YEARS.

Attachment 2 — 60% - STATE OF ALASKA FRPT ALLOCATION

Attachment 3 — INFRASTRUCTURE VALUE OF AK LNG REAL PROPERTY BY LOCATION
Attachment 4 —28% - PHYSICAL LOCATION OF AK LNG REAL RPROPERTY - based on two
criteria: Ratio of Infrastructure Value & Ratio of Population.

Attachment 5 — 12% - STATEWIDE FRPT ALLOCATIONS — ALL AREAS OF ALASKA

Attachment 6 — 60/28/12 FRPT ALLOCATION PLAN (this attachment includes the 25 year projection);
- this is the attachment that displays the projected allocation by area based on year 8 target FRPT.

D. SAMPLE IMPLEMENTATION LANGUAGE — A starting point

Upon receipt of the annual post construction Flow-Related Property Tax (FRPT) allocation the first 60%,
will be allocated first to the State of Alaska.

The next 28% will be allocated where the physical location of the Alaska LNG real property exists based
on the Ratio of Infrastructure value and Ratio of Population. Of this 28%, 70% will be allocated to the 5
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boroughs and State of Alaska based on the ratio of Infrastructure Value. The remaining 30% will be
allocated to the 5 boroughs based on the ratio of population.

The final 12% will be allocated throughout all areas of the state based on population.

E. SUMMARY

The above is presented to further refine and improve a durable FRPT distribution model. This
model is intended to continue the discussion and analysis as we move towards an acceptable
solution.

James Wilson, MPA
MAGPRB designee for Mayor Vern Halter
Matanuska-Susitna Borough
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ATTACHMENT 5

12% - STATEWIDE FRPT ALLOCATIONS based on POPULATION

ALL AREAS OF ALASKA

SUMMARY

Year 8: Target Revenue: $596,000,000

STATEWIDE FRPT ALLOCATIONS based on POPULATION 12.0% $71,520,000
A B D F
Statewide Allocation
Location Population Allocation Percent

1 North Slope Borough 9,711 $944,168 1.3%
2 Fairbanks North Star Borough 97,972 $9,525,487 13.3%
3 Denali Borough 1,785 $173,550 0.2%
4 Matanuska-Susitna Borough 98,063 $9,534,334 13.3%
5 Kenai Peninsula Borough 57,212 45,562,529 7.8%
6 Aleutians East Borough 3,070 $298,486 0.4%
7 Aleutians West Census Area 5,727 $556,817 0.8%
8 Anchorage, Municipality of 300,549 $29,221,364 40.9%
9 Bethel Census Area 17,991 $1,749,204 2.4%
10 Bristol Bay Borough 942 $91,587 0.1%
11 Dillingham Census Area 5,044 $490,411 0.7%
12 Haines Borough 2,537 $246,664 0.3%
13 Hoonah-Angoon Census Area 2,128 $206,898 0.3%
14 Juneau, City and Borough of 33,026 $3,211,006 4.5%
15 Ketchikan Gateway Borough 13,825 $1,344,158 1.9%
16 Kodiak Island Borough 13,797 $1,341,436 1.9%
17 Kusilvak Census Area 8,053 $782,966 1.1%
18 Lake and Peninsula Borough 1,672 $162,563 0.2%
19 Nome Census Area 9,952 $967,599 1.4%
20 Northwest Arctic Borough 7,774 $755,840 1.1%
21 Petershurg Borough 3,209 $312,000 0.4%
22 Prince of Wales-Hyder Census Area 6,426 $624,778 0.9%
23 Sitka, City and Borough of 9,061 $880,970 1.2%
24 Skagway, Municipality of 1,031 $100,241 0.1%
25 Southeast Fairbanks Census Area 6,963 $676,989 0.9%
26 Valdez-Cordova Census Area 9,567 $930,167 1.3%
27 Wrangell City and Borough 2,406 $233,927 0.3%
28 Yakutat City and Borough 631 $61,350 0.1%
29 Yukon Koyukuk Census Area 5,477 $532,510 0.7%

735,601 $71,520,000 100%

Per Capita: $97.23
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