

















We are proud to share our 2018 annual report, which
presents the operational and financial results for the year.
We are pleased to report record financial results and to
have continued support for projects that have a direct
positive impact on the communities on the North Slope. Our
Company has embarked on ajourney to move beyond being
the largest, most successful locally-owned and operated
business in Alaska - and instead to compare ourselves
against and eventually compete with some of the largest
privately-held companies in the United States. We celebrate
2018 as a significant step in that direction.

Our financial performance exceeded our expectations
in 2018 allowing us to increase the declared dividend by
$10 to $70 per share for the year. For the first time in the
Company's history, we surpassed $3 billion in revenues,
with actual results of nearly $3.4 billion. Adjusted EBITDA
surpassed $280 miilion in 2018, another record, exceeding
the previous high by 24 percent. These results come from
a variety of positive impacts spread across our portfolio
of companies, including organic and acquisitive growth in
our businesses, demonstrating the benefit of our planned
diversification efforts. Our Government Contract Services
segment organically grew revenues and Adjusted EBITDA
by over 12 percent through targeted business development
initiatives. In 2018 Petro Star sold a record amount of fuel,
over 350 million gallons, and began distributing gasoline
for the first time. The Industrial Services segment more
than doubled its revenue over the prior year as a resulit
of acquisitions. In January of 2019 the board of directors
declared its intention to distribute a $70 per share dividend
for 2019 based on our current financial expectations. These
results demonstrate ASRC’s commitment to providing
continued meaningful returns to our shareholders.

We are closely monitoring developments in the state of
Alaska’s budget proposal and engaging with key individuals
to ensure our representatives hear our voice, as we believe
the proposed budget would have devastating impacts on all
Alaskans, but particularly to those living on the North Slope.
As we take a stand on the budget proposal, we also plan to
be proactive in fighting additional taxes on oil production
that would destabilize the region and harm our interests.

This past year, ASRC’s Community Economic Development
(CED) program was refined to better align its efforts with
our 2018-2023 Strategic Plan. The CED program completed
over 100 projects in support of the main components of
the program: economic development, capacity building
and social investment. It is an honor to partner with our
communities by hosting projects, training and activities
throughout our region. During the past year, we hosted a
technolt +camp that ta:

1t our children compu coding

skills. Our IAupiag Arts Festival was also a great success,

with artists strengthenii  their business and art skills. The
release of the Traditional Uses of North Slope Plants book
was a success, sharing our elders’ knowledge of our Arctic
plants with our broader community. We partnered with
Arctic Slope Community Foundation and other entities to
complete infrastructure projects, including an upgrade to
the electrical, plumbing and heating systems in several of
the community centers in our villages. We also joined with
other organizations to deliver much-needed enhancements

to our Search and Rescue services.

CED will continue to engage with communities, promoting
capacity building and economic development to strengthen
and sustain our communities. Our way of life and our heritage
is of paramount importance to ASRC, and we are committed
to improving our communities in an attempt to ensure they
are economically stable and thriving. Our communities are
fortified by the health of its residents and their engagement
promoting and perpetuating |Aupiaq values.

Over the last several years, the Corporation’s focus has
been on building long-term sustainable earnings that
support growing dividends to our shareholders. To this
end, our primary strategy is diversifying our revenues by
investing in key business opportunities in the Lower 48.
We believe this will continue to serve us well, given current
challenges to Alaska’s business markets and economy.
Over the past several years we have made acquisitions to
expand the services provided by our Government Contract
Services segment. We have also expanded our Industrial
Services segment, completing 10 acquisitions in this line
of business. ASRC has been the largest locally-owned and
operated company in Alaska for the previous 24 years, but
we continue to move the Company forward. OQur 2018-2023
Strategic Plan includes an ambitious growth goal to earn
a spot as one of the top 100 largest private companies in
the nation. ..ie Strategic Plan details our path to continue
to expand our footprint through value-based acquisitions
that contribute to our total portfolio and provide additional
sustainable benefits to our shareholders.

Our early leaders created the foundation for success, despite
significant obstacles. We are blessed to have the benefits of
their wisdom and foresight and continue to rely on the values
and lessons they have taught us. We will undoubtedly meet
challenges - but, just as the IAupiaq people have confronted
and overcome obstacles for thousands of years, ASRC has
persevered through many trials since inception. We know
that we can go so much further when we work together, and
with the support that we have from our people there are no
limits to what ASRC can accomplish.
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In addition to growing and diversifying our portfolio through acquisitions of operating companies, the Corporation, through
its wholly-owned subsidiary, ASRC Capital LLC, holds an alternative investment portfolio that is expected to provide long-
term diversification to the Corporation’s consolidated portfolio. Alternative investments are investment vehicles used by the
Corporation to invest in various industries through fund managers. Industries in which we invest include financial markets,
energy, technology, telecommunications, real estate and various other industries, as well ¢ re ddebt Investments in
alternative investments total $90.4 million as of December 31, 2018, with another $30.5 million of commitments that had yet
to be funded.

The Corporation also holds minority interests in operating joint ventures within Alaska’s North Slope upstream and midstream
oil and gas sectors, as well as within our Government Contract Services and Construction segments.

The increase in our earnings from unconsolidated affiliates in 2018 as compared to 2017 relates to a $2.0 million increase
in earnings from our atternative investments and a $1.0 million increase in earnings associated with the sale of a portion of
our interest in Badami, an oil field on the North Slope, about 35 miles east of Prudhoe Bay. The increase in the alternative
investments earnings is due primarily to gains across nearly all of our investments, offset by an impairment of an investment
in Trilogy.

Trilogy, which ASRC invested in during 2010, was aimed at growth in four distinct international cellular services sectors. In
2017, Trilogy was acquired by a Special Purchase Acquisition Company (“SPAC”), and as a result, ASRC Capital received
the right to exchange its equity interest in Trilogy for shares in the SPAC. An impairment of $10.2 million was recorded on
December 31, 2016, to align with the value of the purchase price at acquisition. During 2017 the per-share price of the SPAC
continued to decline and the Company recorded an additional $4.0 million impairment. In 2018 the Company exercised its
right to exchange its equity interest and recorded an impairment of $8.8 million to reflect the market value at that time.

At the beginning of 2018 ASRC adopted an accounting standard related to the carrying value of its investments. Before
adoption of the standard, we recorded the majority of our alternative investments under the cost method. Effective
January 1, 2018, these investments are reported at fair value. The impact of this standard is the ognition of unrealized gains
in the carrying value and earnings from these inves  :nts.

Current Income tax expense % 11 $ 0.8 $ 0.6
Deferred income tax expense (benefit) 753 (60 AN 20 A
Total income tax expense (I efit) ¢ LY $ (RO e $_ AV

Total tax expense is comprised of current and deferred U.S. federal, state and local corporate income tax expense. Current
tax expense represents expected taxes owed, based on our current year tax return filings plus or minus any prior year
tax adjustments. Deferred tax expense represents the current year utilization of deferred tax assets, net of deferred tax
liabitities and in 2017 includes impacts from changes in tax regulations described below. Net usac consists primarily
of natural resource depletion, utilization of net operating loss carryforwards and other temporary differences. On
December 22, 2017, the Tax Cuts and Jobs Act ("HRY') was signed into law causing substantial changes to the Company’s
income tax expense but no impact on the amount of cash taxes paid.

~ Jrrent tax expense:

We continue to recognize minimal current tax expense, primarily related to various separate state filing jurisdictions in
the Lower 48. Current tax expense primarily reflects obligations to state taxing jurisdictions resulting from our Lower 48
operations, where the Corporation’s depletion and net operating loss carryovers cannot be utilized to offset certain state
taxable income. Our resource depletion and net operating loss carryforwards continue to minimize our U.S. federal tax
liability and a large portion of state income taxes in consolidated reporting jurisdictions, resulting in a relatively low current
tax expense or cash payment to the taxing authorities.




L + 91 x g »

Deferred income taxes arise from temporary differences between the tax basis of assets and liabilities and their reported
amount in the financial statements, which will result in taxable or deductible amounts in the future. Deferred tax expense also
arises from adjustments to the deferred tax rates used in the estimate of future taxability. Because of these impacts, as well
as tax law changes, our deferred tax expense may fluctuate greatly from year to year.

In 2018 we recorded a deferred tax expense of $75.3 million compared to a deferred tax benefit of $69.4 million in 2017.

In 2018 the deferred tax expense represented the value of tax deductions used to offset taxable income in current year tax
returns. In addition, the deferred tax expense includes a change in the blended effective state tax apportionment rates.
The 2017 deferred tax benefit includes the net benefit recorded from the changes in deferred tax rates by HR1. The most
significant difference brought about by HR1 is the replacement of graduated corporate tax rates with a flat 21 percent tax
rate which impacted the Corporation’'s income tax provision in 2017 The Company valued its deferred tax assets based on
a 15 percent tax rate before HR1, and at 21 percent after passage. This change in rate is reflected as a benefit in the year the
change was made and is the primary cause for the deferred tax benefit in 2017.

The net deferred tax asset recorded at December 31, 2018, and 2017 is $716.9 million and $536.6 million, respectively. The net
deferred tax asset represents the amount of future tax deductions, net of future tax liabilities, expected to be realized in the
future, multiplied by the expected effective tax rate. The increase in the net value of the deferred tax assets is primarily due
to the addition of basis for the GMTI field during 2018.

. v

Cash and cash equivalents $ 88.2 $ 64.3
Receivables billed and unbilled, net 628.7 443.9
Inventories 94.7 98.0
Other current assets 288 40.3

Total current assets 840.4 646.5
Property, plant and equipment, net 582.8 559.2
Goodwill, intangible and other assets. net 4841 460.9
Investments and advances, net 2426 2287
Deferred tax assets 716.9 536.6
Other long-term assets 315 31.7
Total assets $ 2,898.4 $ 2,463.6
Accounts payable and accrued liabilities $ 5245 $ 3436
Other current liabilities 31.9 26.7

Total current liabilities 556.3 - 370.3
Long-term liabilities 468.7 466.3
Total liabilities 1,025.0 836.6
ASRC shareholders' equity 1,867.0 1,620.9
Noncontrolling interest 6.4 6.1
Total shareholders’ equity 1.873.4 1,627.0

Total liabilities and shareholders’ equity $ 2,898.4 $ 2,463.6







Net cash provided by operating activities $ 295.9 $ 163.5 $ 191.6

Net cash used in investing activities (176.4) (108.7) (430.5)
Net cash provided by (used in) financing activities (95.6) (44.5) 2246
Net increase (decrease) in cash and cash equivalents $ 239 $ 10.3 $ 14.3)
Cash and cash equivalents January 1, 64.3 54.0 68.3
Cash and cash equivalents December 31, $ 88.2 $ 64.3 $ 54.0

Operating activities

The operating activity section of the cash flow statement reconciles net income to the amount of cash provided by operating
transactions. Operating activities provided more cash in 2018 as compared to 2017. Our primary source of operating cash flow
was net income of $66.7 million, adjusted for non-cash depreciation and amortization, deferred taxes, the change in working
capitai and non-cash impairments. Our working capital was a net cash inflow of $22.8 million, as compared to a $29.5 million
net cash outflow in 2017, which was primarily a result of higher accounts payable in 2018 as a compared to 2017.

Investing activities

Investing activities include acquisition and divestiture activities, capital expenditures and loan activity as well as the purchase
and sale of our investments in unconsolidated affiliates and marketable securities. Investment-related activities utilized more
cash in 2018 as compared to 2017 due to increased acquisitive activity. Significant uses of cash include the acquisitions of
Mavo. FDT. Hudspeth and BCC as well as capital expenditures for the construction of facilities in our Petroleum Refining and
Marketing segment and the purchase of equipment in our Industrial Services segment.

Financing activities

Financing activities include cash paid for dividends, borrowings and repayments of debt and distributions to noncontrolling
interests. Financing activities utilized more cash in 2018 as compared to 2017. Net borrowings were lower during 2018 due to the
additional cash available from operations. The Corporation also declared and paid a higher dividend in 2018, compared to 2017.

Debt and other financing sources’:
Long-term debt $ 339.3 $ 3342

Capital leases — _

Total debt and other financing sources $ 3393 $ 334.2
ASRC shareholders' equity $ 18670 $ 16209
Total capital? $ 2,206.3 $ 1,955.1
Debt-to-equity ratio 18.2% 20.6%
Debt-to-adjusted EBITDA® 1.23 1.67

1 — Refer to Note 9 to the Consolidated Financial Statements
2 — Total Capital equals consolidated debt plus ASRC shareholders equity
3 — Calculated per debt covenant requirements



Our total capital structure consists of the original contribution received by the Corporation under ANCSA on behalf of its
shareholders, funds provided by debt and other financing arrangements and accumulated earnings that have not been
paid out in dividends. The overall increase in total capital in 2018 over 2017 is due to the previously discussed increase in
shareholders’ equity.

We will continue to monitor our debt-to-equity, debt-to-Adjusted EBITDA and other key ratios, as we believe maintaining
the right balance of leverage and liquidity will enable us to meet our financial obligations and take advantage of strategic
opportunities in the future. We have complied with all covenants relating to all debt and financing sources as of December
31, 2018. We manage our capital and liquidity position with the intention of maintaining a prudent capital structure that is
expected to facilitate continued access to flexible borrowing arrangements at favorable costs and rates.

ASRC shareholders’ equity does not include the value of lands conveyed as a result of ANCSA, which could be significant.
Consistent with most Alaska Native corporations, ASRC did not record a value for such lands due to the inability to establish
the value of those lands at the time of conveyance, especially considering the time and expense of obtaining appraisals.
Consequently, we do not record the offsetting depletion expense as natural resources are extracted from our ANCSA lands.
However, as discussed previously, the Corporation does establish a tax basis at the date of first commercial use, as reguired
by the tax law. This tax basis is initially recorded as a deferred tax asset, with a corresponding increase to contributed capital.
The tax basis is then depleted as the field is produced.

Uivigenas gectlarea $ Y0,845,000 /4,511,000 $ 65,589,000
Dividends paid per share $ 70.00 $ 55.00 $ 48.00

Dividends paid per share of $70 in 2018 increased as compared to 2017 due to the growth in earnings and the success of
the Company'’s diversification initiatives. In January 2019, the board of directors declared quarterly per share dividends of
$12, $16, $12 and $30, totaling $70 per share, to be distributed throughout the calendar year. The declaration of this dividend
reflects the board’s continued confidence in our ability to generate cash flows to support our growth strategy while providing
meaningful returns to our shareholders. The 2019 declared dividend is based on current projected earnings, liquidity, capital
structure and cash flow requirements and will be reevaluated later intheyr b, d on earnings and available liquidity at the
time. The record dates for the 2019 dividends are February 22, 2019, April 17, 2019, August 2, 2019, and November 13, 2019,
respectively.

INTERNAL CONTROL

Management is responsible for the information and representations contained in this report, as well as establishing and
maintaining adequate internal control over financial reporting. The financial statements have been prepared in conformity with
accounting principles generally accepted in the United States of America that we consider appropriate in the circumstances
and include some amounts based on our best estimates and judgments. Other financial information in this report is consistent
with these financial statements. Under the supervision and with the participation of our Chief Executive Officer and Chief
Financial Officer, our management evaluates the effectiveness of our internal control over financial reporting. We are
committed to ensuring all operating segments are continuously monitoring the effectiveness of their established internal
control framework, identifying areas for improvement and implementing those improvements. Management believes our
internal control over financial reporting is effective. '

Our accounting systems include controls designed to reasonably ensure compliance with laws and regulations. to see assets
are safeguarded from unauthorized use or disposition and to provide for the preparation of financial statements in conformity
with accounting principles generally accepted in the United States of America. These systems are supplemented by the
selection and training of gualified financial personnel and an organizational structure providing for appropriate segregation
of duties.



T r nal Audit Departr  t iews the results of its work with the idit Cor  ttee of the b«  dof directc  The dit
Committee is responsible for the appointment of an independent certified public accounting firm. Audit Committee members
review the scope and results of the annual examination, the effectiveness of the accounting control system, and other matters
relating to the financial affairs of the Corporation as they deem appropriate with the independent certified public accounting
firm, management, and internal audit staff. The internal auditors and the independent certified public accounting firm have
full access to the Audit Committee, with and without the presence of management, to discuss any appropriate matters.

Internal control over financial reporting cannot provide absolute assurance of achieving financial reporting objectives or
detecting fraud because of its inherent limitations. Internal control over financial reporting is a process that involves human
diligence and compliance and may be subject to lapses in judgment and breakdowns resulting from human failures. Internal
control over financial reporting also can be circumvented by collusion or improper management override. Because of such
limitations, there is a risk that material misstatements may not be prevented or detected on a timely basis by internal control
over financial reporting. However, these inherent limitations are known features of the financial reporting process. Therefore,
we have designed safeguards into the process to reduce, though not eliminate, this risk.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors and Shareholders
Arctic Slope Regional Corporation

We have audited the accompanying consolidated financial statements of Arctic Slope Regional Corporation and Subsidiaries
(the Corporation), which comprise the consolidated balance sheets as of December 31, 2018 and 2017, and the related
consolidated statements of income and comprehensive income, shareholders’ equity and comprehensive income, and cash
flows for each of the three years in the period ended December 31, 2018, and the related notes to the financial statements.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance
with accounting principles generally accepted in the United States of America; this inciudes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Qur responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to fraud or error. Inmaking those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of Arctic Slope Regional Corporation and Subsidiaries as of December 31, 2018 and 2017, and the results of their
operations and their cash flows for each of the three years in the period ended December 31, 2018 in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of matter
As discussed in Note 1(e) to the consolidated financial statements, the Corporation adopted new accounting guidance in 2018
related to accounting for investments in equity securities. Our opinion is not modified with respect to this matter.

Mt ’

Anchorage, Alaska
February 28, 2019






Revenues:
Government contract services
Energy, industrial and construction services
Petroleum refining and marketing
Other operations
Total revenues
Operating expenses:
Government contract services
Energy, industrial and construction services
Petroleum refining and marketing
Other operations
Amortization of goodwill and intangibles
Impairment charges, net
Administration and general costs
Selling and business development costs
Total operating expenses
Operating income
Earnings from unconsolidated affiliates
Natural resources, net of 7(i) obligation and expenses
interest and marketable securities earnings
Interest expense, net of capitalized interest

Other income (loss), net

Income before income taxes and noncontrolling interest

Income tax (expense) benefit
Net income
Less: net income attributable to noncontrolling interest
Net income attributable to ASRC shareholders
Other comprehensive income, net of tax:
Unreatized holding gains on available-for-sale securities
Change in unfunded status of postretirement benefits
Other comprehensive income (loss)
Net comprehensive income attributable to ASRC shareholders

See accompanying notes to the consolidated financial statements

1,395,987 1,230,507 1,045,595
1,070,676 754,890 726113
884,949 668,025 556,358
45171 44,440 43098
3.396,783 2.697.862 2,371164
1,223,854 1,070,583 898,627
940,483 679,899 662,406
843,650 608,898 493,834
36,424 37,566 33,397
59,691 54,426 39,591
1,071 — 275
210,374 178,305 158,773
31,830 34,410 35,245
3,347,377 2,664,087 2,322,148
49,406 33,775 49,016
12,808 9,098 2,029
84,934 43,900 27,866
248 1,496 374
(13141 (14,120) (2150)
8.921 5,059 4,023
143,176 79,208 81158
(76,441 68,581 (30,151

66,735 147,789 51,007
(3,996) (2,892) (7,486)
62,739 144,897 43,521
- - 10
752 296 (154)
752 296 (144)
A3 491 145193 43.377
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Net income
Adjustments to reconcile net income to net cash provided by cperating activities:
Depreciation and amortization
Deferred tax (benefit) expense
Reserves, valuations and accruals
Gain on disposal of assets. net
Gain on sale of loans
Impairment charges
Property insurance gains
Gain on sale of marketable securities
Distributions in excess of earnings of unconsolidated affiliates
Change in investment securities valuation
Changes in assets and liabilities providing (using) cash:
Receivables
Costs and earnings in excess of billings on uncompleted contracts
Inventories
Prepaid expenses and other current assets
Other assets
Accounts payable and accrued liabilities and other accrued obligations
Billings in excess of costs and earnings on uncompleted contracts
Net cash provided by operating activities
Cash flows from investing activities:
Proceeds from disposals of property and equipment
Purchases and construction of property and equipment
Proceeds from insurance claims
Investments in marketable securities
Proceeds from sale of marketable securities
Loan repayments, net
Acquisition of subsidiaries, net of cash acquired
Investments in and advances toc unconsolidated affiliates, net
Proceeds from other investing activities
Net cash utilized in investing activities
Cash flows from financing activities:
Borrowings under revolving lines of credit
Repayments of revolving lines of credit
Proceeds from long term debt
Debt issuance costs
Repayments of capital lease obligations
Distributions to noncontrolling interests
Dividends and Elders’ Trust distributions

Net cash provided by (utilized in) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Supplemental disclosures:
Cash paid for interest, net of amounts capitalized
Cash paid for taxes, net
Purchases and construction of property and eguipment in accounts payable
Dividends declared but not paid
Liabilities assumed through acquisitions

Property and equipi in exchange of note receivable

See accompanying notes to the consolidated financial statements

66,735 147,789 51,007
121,787 111,880 91,912
75.301 (69,392) 29,563
677> 1,097 754
(673) (2150) (858)
(1,070) (1,.870) (5.290)
10,902 4,023 11,100
01.817) — (450)
18 198 314
10,186 1,661 959
(7.539) (206) (90)
(92180) 17,814 16,426
(28,684) (24,005) (14,094)
4,275 (27,696} 1,247
14,451 (4,249) (619
24 (9,059) (5,145)
128,225 16,928 18,967
(3.325) 7Te (4,090)
295,939 105,49 191,613
6,040 2,474 3127
(73.579) (79,262) (122,789)
1,817 1199 450
(37) - (699)
— 137 3,295
485 7.092 4,841
(99.240) (22.716) (246,635)
(28,514) (29164) (94,932)
16,614 o 22,882
(176,414) (1UB,090) (430,460)
263,000 233,000 425,000
(258,000) (198,000) (425,000)
— — 300,000
- (5) (932)
- (1,085) (3,457)
(3.740) (3,943) (6,715)
(96,865) (74,483) aA TN
(95.605) (44,516) 124‘393_
23,920 10,287 (14,254)
64,315 54 nna 68,282
o eerE 64,510 54,028
12,689 12,052 623
652 658 740
631 877 1127
2.083 1.807 1,452
63.935 12,090 37,402
- 522 —






(E) INVE M NI

Investments include investments in both debt and equity securities, and are accounted for in accordance with ASC Topic
320- Investments - Debt Securities and ASC Topic 321- Investments - Equity Securities. The Corporation has reported all short
and long-term investments in marketable securities at fair value, with unrealized holding gains and losses on these securities
included in earnings. The specific identification method is used to compute the realized gains and losses on debt and equity

securities.

In January 2018, ASRC adopted ASU 2016-01, Financial Instruments- Overall: Recognition and Measurement of Financial Assets
and Financial Liabilities (ASU 2016-01). The amendments in this accounting standard update, among other things, require
equity investments (except those accounted for under the equity method of accounting or those that result in consolidation
of the investee) to be measured at fair value with changes in fair value recognized in net income. The amendments also
provide an option for entities that choose to measure equity investments that do not have readily determinable fair values at
cost minus impairment, if any, plus or minus changes resulting from observable price changes. Additionally, the amendment
simplifies the impairment of equity investments without readily determinable fair values by requiring a qualitative assessment
to identify impairment.

The Corporation uses net asset value (NAV) to determine the fair value of its investments in certain private equity funds which
(a) do not have a readily determinable fair value and (b) prepare their financial statements consistent with the measurement
principles of an investment company or have the attributes of an investment company. A fund’s NAV represents the sum of
all of its assets (the value of its holdings in cash, shares, bonds, financial derivatives and other securities) less any liabilities,
all divided by the number of shares outstanding and is an indication of the fair value of a single share of the fund. Prior to the
adoption of ASU 2016-01 the Corporation accounted for these investments under the cost method. The Corporation adopted
ASU 2016-01in 2018 using a modified retrospective transition approach as prescribed by the standard. This approach required
the Corporation to apply a cumulative-effect adjustment to the Consolidated Balance sheets as of the beginning of the fiscal
year in which the standard was adopted. The impact of adopting the standard was an increase to Investments and advances,
net, of $17,288, representing the difference between cost and fair market value as of January 1, 2018. The future tax obligation
as a result of the increase in value is reflected as a decrease of $4,721 to the Corporation’s deferred tax assets. During 2018,
$7,388 of market value appreciation was recorded in Earnings from unconsolidated affiliates and $12,567 was reflected as a
cumulative-effect adjustment to Retained earnings, net of tax.

(F) TRALC™ ACCOUNTS RECEIVABLE

Trade accounts receivable are recorded at the invoiced amount and generally do not bear interest. The allowance for doubtful
accounts is the Corporation’s best estimate of the amount of probable credit losses inherent in the Corporation’s existing
accounts receivable. The Corporation determines the allowance based on historical write-off experience by industry and
national economic data. The Corporation reviews its allowance for doubtful accounts at least quarterly. Past due balances
over 90 days and over a specified amount are reviewed individually for collectability. All other balances are reviewed on a
pooled basis by industry. Account balances are charged off against the allowance after all reasonable means of collection
have been exhausted and the potential for recovery is considered remote. The Corporation does not have any off-balance-
sheet credit exposure related to its customers (see Note 6).

(G) INVENTORIES

Inventories, consisting of petroleum products, contracting supplies, and lumber products are valued at the lower of cost (first-
in, first-out and average cost methods) or market.

(H) PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are recorded at cost. Depreciation on plant and equipment is calculated on the straight-line
method over the estimated u  ul lives of the assets. U 4l lives are periodically evaluated, and depreciation is modified
prospectively based on char s in estimated useful lives.






A V' D UNDER THE ACT

The fair value of all land and subsurface estate received and to be received pursuant to the Alaska Native Claims Settlement
Act amended, ANCSA or the Act) is not readily determinable. Accordingly, no value has been attributed to these lands in
the accompanying Consolidated Financial Statements. Land selection costs are expensed as incurred.

The Corporation has patent or interim conveyance of title to the surface and subsurface estate of approximately 5,000,000
acres.

(M) ASSET RETIREMENT OBLIGATIONS

We accrue for asset retirement obligations in the period in which the obligations are incurred and a reasonable estimate of fair
value can! made. When the  ited liability is initially recorded, we capitalize the cost by increasingt  :arrying amount of
the related long-lived asset. Over time, the liability is accreted to its settlement value and the capitalized cost is depreciated
over the useful life of the related asset. Upon settlement of the liability, we recognize a gain or loss for any difference
between the settlement amount and the liability recorded. As of December 31, 2018 and 2017, we have recorded asset
retirement obligations related to our exploration and pipeline operations which are included in Other accrued obligations in
the Consolidated Financial Statements of $6,670 and $7,185, respectively. We cannot estimate the fair value of the majority
of our asset retirement obligations, primarily because we cannot reasonably estimate settlement dates or costs associated
with the retirement of these assets. Such obligations will be recognized in the period in which sufficient information exists

to determine a reasonable estimate.

The Corporation’s retirement obligations primarily include (i) hazardous materials disposal, site restoration, and removal
or dismantlement requirements associated with the closure of our refining and terminal facilities, (ii) hazardous materials
disposal and other removal requirements associated with the demolition of certain tanks or other equipment, and (iii) removal
of tanks at our owned or leased retail sites at or near the time of closure. We believe that these assets have undeterminable
lives due to our performance of scheduled maintenance projects, normal repair and improvements based on technological
advances. We have rarely, if ever, retired similar assets in the past; and industry practice for similar assets has historically
been to extend the economic lives through regular repair and maintenance and technological advances. Also, we have not
historically incurred significant retirement obligations for hazardous materials disposal or other removal costs associated with

our scheduled maintenance projects or asset retirements.

(N) REVENUE RECOGNITION

Revenue is primarily earned from the following sources: sales of refined products, service contracts and construction contracts.
Revenue is recognized and earned when all the following criteria are satisfied with regard to a specific transaction: persuasive
evidence of a sales arrangement exists; the price is fixed or determinable; cash collection is reasonably assured; and product

delivery has occurred or services have been rendered.

The Corporation generates revenue from three different types of contractual arrangements: fixed- price contracts, cost-plus-

fee contracts and time-and-materials contracts.

The percentage-of-completion method of accounting is used for determining revenue to be recognized for fixed-price
construction and consulting contracts based on the estimate of the percentage of completion of individual contracts. As
some of the contracts extend over one or more accounting periods, revisions in cost and earnings estimates are reflected
in the period during which the facts requiring the revision become known. Provisions for estimated losses on uncompleted

contracts are made in the period in which the losses are determined.

Revenues from cost-plus-fee contracts are recognized on the basis of allowable costs incurred during the period plus the fee
earned.






in the fiscal situation of the State could have a positive or n.  itive effect on the liquidity, results of operation: d financial
condition of the Corporation.

(R) SELF-INSURANCE

The Corporation utilizes third-party insurance subject to varying retention levels, or self-insurance. Such self-insurance relates
to losses and liabilities primarily associated with health insurance and workers’ compensation claims. Losses are accrued
based upon the Corporation’s estimates of the aggregate liability for the claims incurred using certain actuarial assumptions
followed in the insurance industry and the Corporation’s experience. At December 31, 2018 and 2017, the estimated liability
for claims incurred but not reported was $23,580 and $26,522, respectively.

(S) COMMITMENTS AND CONTINGENCIES

iabilities for loss contingencies, including environmental remediation costs, costs arising from claims, assessments, litigation,
nes, and penalties and other sources are recorded when it is probable that a liability has been incurred and the amount of the
liability assessment and/or remediation can be reasonably estimated. Recoveries for environmental remediation costs from
third parties, which are probable of realization, are separately recorded and are not offset against the related environmental

liability, in accordance with ASC Topic 210 - Balance Sheet.

(T) RECENTLY ISSUED ACCOUNTING STANDARDS

In February 2016, the FASB issued ASU 2016-02, Leases. The new guidance requires lessees to recognize lease assets and
liabilities on the balance sheet for all leases with terms longer than 12 months. Leases will be classified as either financing
or operating, with classification affecting the pattern of expense recognition in the income statement. The new guidance
is effective for the Corporation’s fiscal year beginning January 1, 2020. In July 2018, the FASB issued ASU 2018-11, which

»wided an optional transition method to recognize a cumulative-effect adjustment to the opening balance of Retained
earnings in the period of adoption. The qualitative and guantitative effects of this standard on the Corporation’s future

financial statements have not yet been determined.

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers. This ASU is a comprehensive new
revenue recognition model that requires an entity to recognize revenue to depict the transfer of promised goods or services
to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those
goods or services. An entity should also disclose sufficient quantitative and gualitative information to enable users of financial
statements to understand the nature, amount, timing, and uncertainty of revenue and cash flows arising from contracts with
customers. Subseqguent to the issuance of ASU 2014 09, the FASB issued ASU 2016-08, Revenue from Contracts with Customers:
Narrow-Scope Improvements and Practical Expedients. These ASUs do not change the core principle of the guidance stated in
ASU 2014-09, instead these amendments are intended to clarify and improve operability of certain topics included within the
revenue standard. These ASUs will have the same effective date and transition requirements as ASU 2014-09.

The new standard is effective for the Corporation’s fiscal year beginning January 1, 2019. The Corporation is completing

an assessment of the impact of ASU 2014-09 and other related ASUs, and our preliminary conclusion is that the impact of

adoption will not be significant to the Corporation’s financial statements, accounting policies or processes, however the

standard will require enhanced disclosure regarding revenue recognition. We plan to transition into reporting under the

standard using the cumulative effect-adjustment method in which an adjustment will be made to the opening balance of
‘tained earnings in the period of adoption.

(U) RECLASSIFICATIONS

Certain reclassifications have been made to the 2017 and 2016 Consolidated Financial Statements to conform to the 2018
presentation.
























was he  ti on pé 31,071 of leasel  d operatii  expenses that were not recovered at the time of sale and were
subsequently impaired.

(B) INVESTMENTS AND ADVANCES CARRIED AT COST

As disclosed in note 1(e), the Corporation adopted ASU 2016-01- Financial Instruments- Overall: Recognition and Measurement
of Financial Assets and Financial Liabilities in 2018. Prior to the adoption of the standard, the Corporation had accounted for
the majority of its private equity fund investments under the cost method. The investments, the businesses in which they are
engaged, the percentage ownership, and the investment amounts were as follows at December 31, 2017:

| | [ ] I 00
Line of Business Percentage Amount
Ownershin

TPG Institutional Credit Partners Il Financing 265 % $ 4,078
Edge Principal Investments (Il Real Estate 2.50 5,480
TPG Partners VII Consumer Retail 0.25 8,857
TPG Opportunities Partners Il Consumer Retail 0.08 10,305
Bain Capital Fund Xl Industrials 0.06 18,437
Silver Lake Partners 1V Technologies 0.01 7,798
Trilogy International Partners Telecommunications 2.00 10,774
Riverstone Global Energy and Power Il Energy 0.26 579

$ AR ZNK

in 2018 and 2017, the Corporation recorded impairments of $8,777 and $4,023, respectively, in earnings from unconsolidated
affiliates, to align with the estimated fair value of Trilogy International Partners (Trilogy). In 2018, the Corporation converted
its ownership in Trilogy into common shares which are actively traded on a Canadian securities exchange. At December 31,
2018, the retained investment is reported as Investments in Marketable securities in the Consolidated Financial Statements.

(C) INVESTMT™NTS AND ADVANCES AT NAV

Effective January 1, 2018 the Corporation adopted ASU 2016-01 which requires that its equity investments be reported at fair
value. Prior to January 1, 2018, the investments in the table above at (8)(b) were the only investments within the scope of ASU
2016-01 that were not carried at fair value. The investments reported at NAV consist of private equity investment funds that
in most cases can not be redeemed with the investees. The Corporation receives distributions through the liquidation of the
underlying assets of the investees and the schedule below indicates the estimated period of time over which the underlying
assets are expected to be liquidated by the investees.



The investment vehicles, business in which they are engaged, estimated liquidation period, and investment amount were as
follows at [ nber 31 018:

TPG Institutional Credit Partners Il Financing 1to 4 years $ 7,365
Edge Principal Investments Il Real Estate 1to 7 years 9,388
TPG Partners VII Consumer Retail 1to 6 years 20,489
TPG Opportunities Partners Il Consumer Retail 1to 4 years 15,001
Bain Capital Fund XI Industrials 1to 5 years 24158
Silver Lake Partners IV Technologies 1to 5 years 13,086
Riverstone Global Energy and Power Ili Energy 1year 918

$ 90.405

The changes in investments using NAV, reported as Investments and advances, net, on the consolidated balance sheets are
as follows December 31:

| I

It

Fair value adjustment upon adoption of ASU 2016-01 17288

Investments as of January 1, 2018 83,596
Purchases and additional investments 16,260
Return of capital (6,065)
Impairments and transfers (10,774)
Unrealized gains included in investment earnings 7 ZRR

Investments as of December 31, 2018 $ an Ang

Aggregate unfunded commitments to invest in the above funds totaled $30, at December 31, 2018. These commitments
are expected to be called through 2022.

(9) REVOLVINGL -OF-CREC AND LING-1 M DERT

The Corporation had a revolving line-of-credit of $350,000 at December 31, 2018 and 2017. The availability under the line is
reduced by undrawn but outstanding letters of credit of $14,254 and $14,612 at December 31, 2018 and 2017, respectively.
On February 15, 2019 the Corporation expanded its revolving line-of-credit to $700,000 and extended the maturity through
February 2024. Borrowings can be based on either prime or the London Interbank Offering Rate (LIBOR) plus an applicable
margin based on the Corporation’s debt ratio. At December 31, 2018 and 2017 there was $40,000 and $35,000 borrowed
against the line at interest rates of 3.8% and 2.8%, respectively.





















(12) SURETY BONDS

The Corporation, as a condition for entering into some of its construction contracts and crude supply agreements, has
outstanding purchased surety bonds at December 31, 2018 and 2017. The Corporation maintains an active surety relationship
with Liberty Mutual Surety. arecognized national provider, and believes its bonding capacity is sufficient to meet all operational

needs.

(13) FAIR VALUE MEASUREMENTS AND FINANCIAL INSTRUMENTS

ASC Topic 820- Fair Value Measurements and Disclosures defines fair value as the price that would be received to sell an
asset or the amount paid to transfer a liability in an orderly transaction between market participants (an exit price) at the
measurement date. Fair value is a market-based measurement considered from the perspective of a market participant. The
Corporation uses market data or assumptions that market participants would use in pricing the asset or liability, including
assumptions about risk and the risks inherent in the inputs to the valuation. In situations where there is little, if any, market
activity for the asset or liability at the measurement date, the fair value measurement reflects the Corporation’s own
judgments about the assumptions that market participants would use in pricing the asset or liability. Those judgments are
developed by the Corporation based on the best information available in the circumstances, including expected cash flows
and appropriately risk-adjusted discount rates, available observable and unobservable inputs.

FAIR VALUE HIERARCHY

ASC Topic 820 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.
The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level
1 measurements) and the lowest priority to measurements involving significant unobservable inputs (Level 3 measurements).

The three levels of the fair value hierarchy are as follows:

. Level 1 Inputs: Unadjusted quoted prices in active markets for identical assets or liabilities accessible to the

reporting entity at the measurement date.

. Level 2 Inputs: Other than quoted prices included in Level 1inputs that are observable for the asset or liability.
either directly or indirectly. for substantially the full term of the asset or liability.

. Level 3 Inputs: Unobservable inputs for the asset or liability used to measure fair value to the extent that
observable inputs are not available, thereby allowing for situations in which there is little, if any, market activity

for the asset or liability at the measurement date.
INVESTMENTS AT NET ASSET VALUE

As disclosed in Note 8(c), the Corporation uses NAV as a practical expedient to determine the fair value of some of our
private equity investments. These investments were valued at $90,405 at December 31, 2018. Prior to 2018 these investments
were accounted for using the cost method and thus were not reported at fair value. Investments measured using NAV are not
subject to the fair value hierarchy disclosure requirements and are thus not included in the schedule below.







[ ] [ |
Carrying Estimated Carrying Estimated
amount fair value amount fair value
Cash and cash equivalents $ 88,235 88,235 64,315 64,315
Investments in marketable securities 2,388 2,388 — —
Elders’ trust investments 2,771 2,771 3,179 3179
Loan portfolio, net 31,535 31,535 31,610 31,610
Retlrement.and deferred 52,080 52,080 51,452 514
npensation assets
Retirement and deferred 55095 55095 53.662 53,662

compensation obligations

The carrying amounts shown in the table are included in the Consolidated Financial Statements under the indicated captions,
with the exception of retirement and deferred compensation assets which are included in Investments and advances, net and
the retirement and deferred compensation obligations which are included in other Accrued obligations and Accounts payable
and accrued liabilities.

The carrying amounts of Cash and cash equivalents, Receivables, net, Accounts payable and accrued liabilities and other short-
term monetary assets and liabilities are considered a reasonable estimate of their fair value due to their short term nature. The
fair value of the Corporation’s loan portfolio approximates the carrying amount as the portfolio is made up primarily of variable
rate loans. These values represent a general approximation of possible value and may never actually be realized.

( 4) COMMITM TS AND CCTITING \w.ES

(A) OPERATING LEASES

The Corporation has obligations under non-cancelable operating leases for facilities and equipment. Lease expense, net of
subleases, for the years ended December 31, 2018, 2017 and 2016 was $30,458, $26,756 and $22,550, respectively.

Some leases contain provisions for future rent increases, rent free periods or periods in which rent payments are reduced. The
total amount of rental payments due over the lease term is being charged to rent expense on the straight-line method over
the term of the lease. The difference between rent expense recorded and the amount paid is credited or charged to deferred
rent obligation, which is included in accounts payable and accrued liabilities in the accompanying balance sheet.

Future minimum lease payments through 2037, net of annual subleases of approximately, $978 in 2019, $985 in 2020, $1,013
in 2021, and $885 in 2022 are as follows:

Years ending December 31,

I
2019 $ 28,088
2020 26,996
2021 24,83]
2022 22,812
2023 19,662

Thereafter 147,096

$ 2680 AQK






) amounts i cerea d upon final settlement this time, the ation | that 1y adjustme! tl
could arise as a result of these audits would be inconsequential to the Corporation’s financial condition, results of operations
or liquidity.

In addition, the Corporation is involved in various disputes and claims arising in the ordinary course of business. Some of
these matters are in the early stages; thus, the Corporation’s legal counsel is unable to provide opinions as to the outcome or
quantify the potential liability. The Corporation intends to vigorously defend against these matters.

(E) TAPS TARIFF PROCEEDINGS

Alaska refineries that are located along the Trans Alaska Pipeline System (TAPS), including those owned and operated by
a subsidiary of the Corporation, draw their crude oil supply from TAPS, remove certain fractions for crude to be made into
product, and return the remainder to TAPS. Under current contracts, TAPS rates directly affect the subsidiary’s crude price:
reductions in interstate rates increase the price, and reductions in intra-state rates decrease the price. TAPS rates for a period
beginning mid-2009 were litigated in concurrent proceedings before the Federal Energy Regulatory Commission (FERC)
(interstate rates) and the Regulatory Commission of Alaska (RCA) (intra-state rates).

interstate TAPS tariffs for periods subsequent to mid-2009 have been collected subject to refund and are currently the
subject of phased proceedings before the FERC, concurrently with the proceedings concerning intra-state tariffs before
the RCA. On February 27, 2014, the FERC Administrative Law Judge issued an Initial Decision concerning 2009 and 2010
interstate rates. On November 20, 2015, FERC issued an Order on the Initial Decision affirming the Initial Decision in part
and directing the Carriers to file revised rates consistent with collecting a portion of the strategic reconfiguration project,
less the costs associated with Pump Station 1, plus a litigation surcharge for a 6-year period from mid- 2009 until mid-2015.
The carriers filed revised rates in compliance with the Order on Initial Decision on January 15, 2016. All of the carriers filed
petitions to review the FERC’s Order on Initial Decision to the DC Circuit Court of Appeals and reserved their rights on appeal
with regard to the revised rates. On December 15, 2017, the parties filed a Settlement Agreement resolving all outstanding
issues pending before FERC involving challenges to the interstate rates through December 31, 2015, as well as petitions for
review with the DC Circuit. The parties also filed a second agreement establishing a variable tariff methodology (VTM) that
established rate ceilings for interstate TAPS rates for the period beginning January 1, 2016 through an initial term ending
June 30, 2021. Both the Settlement Agreement and VTM were accepted by the FERC in 2018 having the effect of increasing
crude oil prices for the Corporation’s petroleum and refining subsidiary, retroactively to mid-2009. At December 31, 2018 and
2017, the Corporation had recorded accrued liabilities equivalent to its best estimates of the potential impact of the tariff
settlement noted above of $58,614 and $32,853, respectively.

In 2016, the RCA issued an order in accordance with the FERC order concerning 2009 and 2010 interstate rates that
incorporated the FERC record and opinion into the RCA record. The Carriers were directed to file revised intrastate rates
consistent with collecting a portion of the strategic reconfiguration project, less the costs associated with Pump Station 1,
plus a litigation surcharge for a 6-year period between 2009 and 2014. The Carriers subsequently filed an appeal of the
RCA order. On December 15, 2017, the parties filed a Stipulation Agreement resolving all of the outstanding issues pending
before the RCA involving challenges to the intrastate rates through December 31, 2019, as well as petitions for review with the
Supreme Court of Alaska. The Stipulation Agreement was accepted by the RCA in 2018 having the effect of a limited offset of
the impact of reductions of interstate rates for periods after mid-2010. At December 31, 2018 and 2017, the Corporation had
recorded accrued receivables equivalent to its best estimates of the potential impact of the tariff settlement noted above of
$25,519 and $0, respectively.

(F) CRUDE SUPPLY CONTRACTS

The Corporation has a crude supply contract with the State of Alaska to purchase Alaska North Slope crude to be used in

the ordinary course of the Corporation’s business. The current contract expires in November 2021 and has a combined daily

purchase minimum and maximum average retained barrel volume, at current market prices, of 13,200 and 16,500, respectively.

Supply volumes with the State of Alaska will gradually decrease in subsequent contract years to a maximum of 10,500 bar 3
R to No Al



T Corporatii  has an Alaska North Slope crude contract with another supplier effective through December 31, 2019. The
cont tprovides for automatic renewal periods of one year each, continuit  thereafter until terminated by either party uj
giving no less than nine months written notice of cancellation. The contract has a combined daily purc e minimum and
n o in eri  're ed barrel volume, at cur it market prices, of 8,500 and 11,500 | tively.

(15) SUBSEQUEN /EI TS

On January 22, 2019 the Corporation’s board of directors declared four per share dividends of $12.00, $16.00, $12.00 and
$30.00, totaling $70.00 per share. The record dates for the dividends are February 22, 2019, April 17, 2019, August 2, 2019,
and November 13, 2019, respectively.

In January 2019, AlS closed on three separate business acquisitions. K2 Industrial Services (K2) was purchased for $70,233, Niles
Const  tion Services, Inc. (NCS) for $4,875, and National Environmental Group, LLC (NEG) for $14,625.1 s headquartered
in Houston, Texas and provides industrial cleaning and multi-craft services in the West, Midwest, and Guif South through its
wholly owned subsidiaries. NEG and NCS are both headqguartered in Flint, Michigan, and provide environmental remediation,
painting and coating services in the Midwest.

The Corporation performs an evaluation of all events and transactions occurring subsequent to the balance sheet date
in order to determine whether any events or transactions require recognition or disclosure in the Consolidated Financial
Statements. The Corporation evaluated subsequent events through February 28, 2019, the date at which the Consolidated
Financial Statements were available to be issued.





















