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The Honorable Walter J. Hickel
Governor

P.O. Box 110001

Juneau, Alaska 99811-001

Dear Governor Hickel:

Re: Fall 1994 Revenue Sources Book

Potentially volatile crude oil prices and slowly declining oil production on the North Slope continue to be the key factors in
looking ahead at the State’s future revenue stream. The good news is that current oil prices are roughly $2.50/bbl higher than
they were last spring when our last forecast was released. Last spring, we were projecting a mid case scenario oil price of
$13.97/bbl for FY 1995 compared to an average so far this year of roughly $16.50/bbl. Our current base case scenario
projects FY 1995 General Fund unrestricted revenues to be $1,952.8 million, up $255.9 million from our last forecast. FY
1994 collections came in at $1,631.6 million, $4.3 million less than we expected.

R N N

The global demand for crude oil has increased substantially this year as the global economy has followed the U.S. economy

- into recovery, much as we had speculated last spring. At the same time, OPEC member countries have in general kept

® production close to quota, aided this past summer by an oilfield workers’ strike in Nigeria. This has tended to keep prices

above $15/bbl. For the rest of FY 1995, as the data on world supply, demand, and stocks filter in, it is becoming more and

more apparent that the demand for OPEC oil will not exceed the current production level by much in the fourth quarter. This

means that weather and the production policies of the cartel members will be key to whether prices slide, firm up, or stay
about the same. :

® Oil production from Alaska’s North Slope is back up to above 1.7 million bbl/day with the gas handling project GHX-2 fully
B operational at Prudhoe Bay and full production from the new Point Mclntyre and Niakuk oil fields. This means that our
? production assumptions made last spring are still holding up. Our latest assessment suggests that production through the
B Trans-Alaska Pipeline System (TAPS) will fall below 1.0 million bbl/day in FY 2003.

Oil taxes and royalties continue to provide most of the revenue stream (79 percent in FY 1994 and a projected 85 percent in
FY 1995). As the oil stream dries up, so will this tax base. Our current long-term forecast suggests that in general we expect
this to happen slowly, but surely. Obviously it will be a bigger problem sooner if oil prices were to be as low as they were in
FY 1994,

This forecast is based on conservative assumptions about future enhancements of petroleum reserves and economic devel-
opment of Alaska’s resources. We have used a scenario approach to deal with the very real oil price risks we face. As a
result, actual revenues may vary significantly from any given scenario.

Sincerely,

= Jens

Laraine L. Derr
Commissioner

——— Fall 1994 Revenue Sources Book —
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REVENUE FORECAST SUMMARY

Outlook for Short Term (FY 1995 - FY 1997)

Four months into FY 1995, prices for Alaska North Slope (ANS) quality crude oil
have averaged roughly $16.50/bbl. This is about $2.50/bbl higher than the assumption used
in the spring mid case revenue forecast. Higher prices can be attributed to production
discipline by the Organization of Petroleum Exporting Countries (OPEC) and strong growth
in world oil consumption. OPEC continues to hold the line on production at close to its
official quota of 24.5 million bbl/day established in September 1993. World oil consump-
tion has been growing at roughly 2 percent per year according to data compiled by the
International Energy Administration.

A base case and two alternative price scenarios are developed in this revenue
forecast and are summarized as follows:

Base Case Scenario: Continued robust global economic growth results in
increasing worldwide oil consumption. OPEC holds the line on overall
member production levels and non-OPEC production grows only modestly.
As aresult, oil prices remain relatively stable with a moderate upward trend
going into FY 1996.

Low Price Alternative: Global oil consumption grows very slowly as global
economic activity begins to taper off. The embargo on Iraqi production is
partially lifted and non-OPEC production exceeds expectation resulting in
persistent downward pressure on oil prices.

High Price Alternative: Oil consumption increases rapidly in response to a
strong global economy. Increased consumption puts pressure on available
supply and, consequently, on oil prices.

(o

i G’eii'eral Fund Unrestricted Revenues and ANS Lower 48 Price

=)

Base Case Low Price Alternative High Price Alternative

($Mil) ($/bbl) (SMil)  ($/bbl) (8Mil)  ($/bbl)

FY 1994 prelimacwar 1,631.6  14.21 1,631.6 14.21 1,631.6 1421
- FY 1995 1,952.8 16.39 1,7446 15.40 2,1028 16.92
- FY 1996 1,959.3 16.72 1,659.2 14.71 2,178.5 18.02
FY 1997 1,943.6 17.18 1,607.7 14.61 2,233.1 19.17

k o : e ,, S ; A -‘._..J
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Qutlook for Long Term (FY 1998 - FY 2010)

The long-term outlook for State revenues assumes that the current fiscal system
remains the same in the future with respect to State taxes and royalties. Given Alaska’s
dependence on petroleum revenues, Alaska’s revenue future closely tracks the continued
depletion of petroleum reserves, in particular, the mammoth Prudhoe Bay oil field.
Although higher oil prices would offset some of the negative impact of anticipated lower
production levels, ultimately revenues will fall barring some unforeseen oil discovery.

The current oil production forecast scenarios project total Alaska oil production
to be one-half current levels (approximately 0.8 million bbl/day) by FY 2006 in the base
case scenario. In the low and high price alternatives, production will fall to approximately
0.8 million bbl/day by FY 2004 and FY 2009, respectively. Clearly, Alaska will be a major
oil producing region for years to come; however, keeping oil prices the same, the halving
of production will reduce State oil revenues by one-half. For the base case, real or after-
inflation adjusted oil prices are assumed to increase at .5 percent per year. For the low
price alternative, real oil prices are estimated to decrease at 1.7 percent per year. And, for
the high price alternative, real prices will grow at .9 percent per year.

This forecast is inherently conservative since it does not include any revenues
from new oil fields which may be discovered and developed, such as the Arctic National
wildlife Refuge (ANWR), nor does it factor in any allowance for technological develop-
ments which will increase production from Alaska’s older fields.

- Ll ™ > e e N
General Fund Unrestricted Revenues and ANS Lower 48 Price \\
Base Case Low Price Alternative High Price Alternative

(8Mil) (8/bbD ($Mil) ($/bbl) ($Mil) ($/bbl)
' FY 1998 1,989.0 18.30 1,527.0 14.55 2,390.7 2092
| FY 1999 2,005.6 19.13 1,410.7 14.63 2,504.1 22.20
; FY 2000 1,997.7 20.00 1,3188 14.70 2,5934 2357

\ J
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Figure 1 General Fund Unrestricted Revenues

FY 1994 Preliminary Actual and FY 1995 - FY 2010 Estimates
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Figure 2 ANS Lower 48 Spot Prices
FY 1994 Preliminary Actual and FY 1995 - FY 2010 Estimates

Figure 3 ANS Production: Black Oil and NGLs
FY 1994 Preliminary Actual and FY 1995 - FY 2010 Estimates
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REVENUE FORECAST: SHORT-TERM OUTLOOK
(FY 1995 - FY 1997)

General Fund Unrestricted and Restricted Revenues

This section analyzes unrestricted revenues through the remainder of FY 1995
to the end of FY 1997. Both unrestricted and restricted revenues flow into the
General Fund, the account which finances most of the State budget. The difference
between these two types of revenues is in how the Alaska State Legislature can use
them. Unrestricted revenues have no restrictions on their use; restricted revenues
carry some restriction. For most restricted revenues, the restriction comes from the
federal government.

Because restricted revenues are specific in their use, discussions of revenues
in this publication focus on unrestricted revenues. Restricted revenues designated
in the State’s budgeting process are not included in this forecast.

The table on the next pages shows sources of and preliminary actual General
Fund unrestricted revenues for FY 1994, Additionally, General Fund unrestricted
revenues are projected for FY 1995 through FY 1997 for the fall 1994 base case scenario
and low and high price alternatives.

Fall 1994 Revenue Sources Book Page 5




TErEL  6'8Ctl 0°6LT1
978 9Y8 908
0T 0T 0T
£0 t0 £0
g1 Sl 91
€T 124 £'T
09T 09t 09¢
oy oy 00
¢e gt Se
0c 0c 0¢
0'¢ ¢ 0s
06t 06t 0'6¢
00 00 00
SL9 ¢'L9 L9
¢'8 S8 '8
R4 1Y §'6C
L L 'L
07l 0tt 0T1

¥os  TvS  TsS

7T 8T 99¢C
61 0C (44
9116 8'168 V'LES
oy oy oLy

I66T XA 9661 X3 S66T XA

IAnRWId)|Y 11 YSIH

SHNNAATY ELOTILSTINN ANNA TVIHNHD

. .08 T L .

54 ¥S66  9VE0T
999 999 979
0T 0T 0T
€0 €0 £0
Sl ! ¢l
£T 14 €T
09¢ 09¢ 09¢
oy oy 00
S'e ge ge
07 0c 0c
os (U8Y oS
01T 0'1¢C 0'1¢C
00 00 00

¢L9 S'L9 S'L9
ovr 1521 521

¢'8 ¢'8 ¢'8
§'sT §'se ¢'se
S'L SL gL

0cl 0l 0cl

y0s  T¥S  T®S

099 T'¢0L g'6tL
0¢T 8V 992
61 07 (44
1'6£9  £9.9 O11L
ovo1 0v01  OLOT
03L 078L 03L
09t 09¢ 06t

L66T XA 9661 XA S66T Ad

IANIRUINY DL MO

A
€8SIT  6E8II
€0 £'0 £0
1 ¢1 ¢l
14 €T €T
09T 092 092
(R4 oy 00
ge e g
0¢ 0c 07¢
oS 0s 0
0'6c 06T 0°6c
00 00 00
0.9 0'L9 0L9
<8 '8 '8
§'st ¢St §'sT
0L oL 0L
0cl 0cl o<t
¥0% VS T8S
61 0T [A¢
8'88L 8808  S06L
0Ll LTt 0Ll
0'se 0'se 06t

L661 X1 9661 XA S661 Ad

JIse)) aseyqg

(sTR1jO( JO SUOTTAD

SRV

8956

TLIL
o1
0
L1
9C
1'9C
00
L't
'
0s
6'te
0

999
TP
'8
14
69
0l

£689
(VEY4
1c
99
€79
08T
1544

(e ATeUNipIg
v661 Ad

SAXVL TVIOL

€101,
amisg
Xe [, 9suadt | Sutuy
(1) Sururen
(¢1) dooD auoyddfa, 2 OLIOIY
satuedwio)) sourInsu|
(z1) Suipue ] Usty
(11) Sunayre uowes
(01) Sunayjrey pooyess
(6) yowadURYUF UOWES

(8) usd
(1) osudor] ssouisng vYse[y

1810

$100pold 093qO,

() sulIelN - SOXBL, [0
() Aemy3ry - Saxe[, [ong
(9)(S) UONEIAY - SOXBL [N
sofeIaAag OTIOYOITY
IIPES

seH ® 'O
() Kyxadoag

[eI0L

(¢) esespoy snoprezeH ¥ [0
uonEBAIaSUO) sBD % [10
uondnpold seH ¥ [10
IOUBIIAIS

@) Bl

wmajona{ - Aeiodio)
[elauan) - aerodio)
Jaroouf

SAXVL

€ 9lqe],

Fall 1994 Revenue Sources Book

Page 6



TEETT S'8LIT 8'T0IT

3
3
3
3

EE
EE

vy
o
Lg]
O
Wy
o
Us]
o

oy 0oy oor 00r
S0 €0 §0 S0
09T 091 012 0%
89LL S9¢L 1669 T0%¢S
S0 S0 °T0 51
oy 0v oy 17
€L9L 0LTL T069 9gors
oS 0¢ oS 0¢
00 00 00 00
TO T0 T0 0
0% oy oy 187
09 09 09 09

L'LO9T T'6S9T 9'vrLI

?{j
3

332
292

S T
0T 0T
ooy oop
$0 $0
0%  0%T
L3S 6L6%
S0 T0
oy oy
6vs  v'88¢
18Y 0¢
00 00
v 17
O T0
ov 0y

9EP6L  €6S61 8°TS61

332

5112
0T
00p
S0

001

7809
SO0
0y
L'899
0¢
00

0TE
0se
09

06 06
T TI1
0¢ 0%
9 $9
[ AN §%
0T 0T
ooy  oor
§0 S0
00T 0%t
£899 9799
S0 SO0
oy oy
8859 1S9
139 oS
00 00
TV 154
O T0
oy 0y
0TE 0T¢
0Sc 0¢%C
09 09
) @ €

986 LSOAL HLTVAH TVININ

9'1£91 (z7) ANNAATE

TIIONESTINN TVIOL
LTt

71 oL
[§2 REjiiTg)
99 wWaJSAG 1No))

a [(CAA% IAY

9% ejoy,
79 o
1’0oy (17) washg Aroyg
S0 suodny
SIDIAVHD GALVTAY ST VA
£1C SONINSVA INIINISTANT

LTS [el0],
70 (L) "5 ‘©qu ], ‘jeAeIn
oS (L) Anadoid areyg jo ses
121§ (91) senedoy
9'f (02)(91) suay
90 (02)(61)(91) soes snuog
IBT1PIES
SHILTVXOd ANV STIVS DUNOSTH

5% [eloL,
T0 (81)(91) spuny (8)g uonoag
Ty (L1)(91) sonuaAay pareys ezopag

i I N

LSt ®oL
T0¢ SSUISNE-UON
9¢ (STX(L) ssoursng

LINTAd C}

b S R

Fall 1994 Revenue Sources Book

|



‘sreak juanbasqns ut pajedionue
QIE S)IPAIO [BUOHIIPPY "SINUIASL PIIOLISAIUN [£10) WOLY PAJONpap
uoaq 10U Ay €6 AJ 10} parueid sppar) s[jem K1o1eI01dX9
Surjpup 10} seruedwiod 0) S[RIUSI PUE SIXE} JOUBISADS ‘sanjeA0I
jsurede sypaid Anuadul Jueld Aew ‘081°60'8¢ SV Iad ‘aye1s oy, (22)
‘samypuadxa [ejrdeo pue Suneiado 1oy
pareudoidde aq uayy Aew yorgm puny ay) ut pausodap aq wivlsAs
K119} 91e1S 9Y) JO SaNUAAJI ss013 1eyl papraoid pue pung [HETTINN
KesySIH QULIBIA BYSE]Y 9Y) PAYSHGEIS? ‘0661 VIS ‘€61 1a1dey) (17)
-papiaoid aIe $3jBWISA OU ‘0J0JaIaY) ‘safes 03 Joud
aredionue 0 ojqissodur a1e Spiq SNUOQ WO SIUNOWY “(L66 1 Ke]N
‘s[11y300, 2dO[S YHON ‘L8 2[BS—9661 I9GUIIAON ‘Ba§ HojnEag
Tenua)) ‘98 3ES) L6 A4 (9661 Idy ‘12[uf Y0oD 1oddp) VS8 J[ES)
96 Ad ‘S661 dunf ‘YIA0IARYS ‘08 [S—S661 AL ‘e3e1eeX ‘6L
3[ES) S6 A :S9[8S 958 ¥IS L6 X PUB ‘96 A ‘S6 Ad 2ANEIUL)
gurmojioy ay s1o9foxd s90Inosay [ermeN JO yweuneda oyl (07)
(08'9v8°61¥$ €661
oquieldag “Af[IA[0D) ‘WS A[eS—0$ ‘€661 1quiaidag ‘S[Iyrood
ado[S YMON ‘LS 91eS) v6 Ad :Sofes 9ses| Jjel§ [enyoe Jo aIeys
puny [BI19USD) PIJOLISAIUN S LIS Y} 19[J2I 16 Ad 10) somSr] (61)
‘$661 ‘v (1dy jo uoturdo 1no) swaidng eysely 2}
uo paseq (JUFD) PUN 9413591 193pNQ Y} 0} PILISJSURI) MOU JI8
puny [eIouan) oy} ur payisodap Ajpeuniou satuour (3)8,, SO0 UL |D
‘1661 VIS ‘Lg 191dey)) 1ad sydnoioq
paziueSioun pue paziuesio o) paudysuel) s)deoa11sa10f [eUONEN VA
‘SUOTINGLIUOD puny [00Yd§ dijqnd pue punyg JusueuLdd jo 19N (91)
‘sonipediorunw payyrrenb 01 pareys
Afenuue (O[9'11+0 SV) SIsudoy Jonbiy pue (0S0'SE'EY SV)
sosuaol] Surwred pue judwasnwe Jo uoniod ey Spnfout siunowy (S1)
(61°60 SV) 10V ULI0JaY Sururer) 3y} JO JUSUNIBUS SIVJY &1)
“(0LS'ST'01 SV) senuoyine Jurxe) [eoo] 03 papunyal
A[enuue (y6 A, 10§ uoljjiur 9'z$) uondod Jeyy dpnpoul sjunowy (g1)

. e seewewL .. - -

"G A [HUN INOJ0 JOU [[IM SUONII[[0D SNUIATY
Y661 ‘1 ATnuef SAR0e dweddq LL ¢y SV 1od xey Sutpue| ysyy oy, (1)
€661 ‘1 A[Nf 2ATI0RJJ0 aUIed9q pue
9. ¢ SV 1ad s1opioy yurad 03 sarpdde xe) Sunayrew uowres sy, (11)
(091°16°91 SV) Ammnsu] SunaIeA pooJess
BYSe[Y 9y} 10] ‘SHONOIS[[0d UOo paseq ‘Burpunj [enuue Sopiaoid (OT)
“(0S+°09'6T SV PUB 9L°¢H SV) suonemosse amjmoenbe [euor3
-31 pagtfenb I0j ‘Suono9[[0d U0 paseq ‘Surpuny [enuue sapiaoid (6)
"UOI[[TWI 7"/ 1§ 9I9M SONUSAAI paIeys
ap p6 KA UL “(0£1°SL €Y SV) Furreys anuaaal fedromunu 03309(qns
9Ie SJIPAId Xe) I9YJe PAjoa[[oo syunowy “patjdde usaq oAy SIpaId
Xu) 10)J¢ Ispuretial oy} St 6 X.J I0J UOT[[IW §'¢¢$ JO unowre 3y, (8)
‘SONUSASI PIOLIISaIUn pun, [eIdun) jou pue s3diooar
wieiSord paoinsar are soroudde snolrea Aq pagieyo sadf ISON (L)
(010°0¥'€¥ SV)
sonmediorunw poyrenb 03 pareys Ajenuue sjunowre sapnjou] (9)
*}SBOAI0J 9Y) S [[9Mm S p6 A IO SIoqUINU 9y} Ul Pjoo[Jal st
yorym sadKreng 9Anoodsal 11ay) 01 SPUNaI 91ed0[[e 01STEH X Yiim
Surouswwod yorordde Juo1INd 9y [, JUn0dde [ony Aemy3ry oY) woIj
spunya1[[e 10enqns 0} sem g6 A4 01 Joud yoeordde Sununosoe ay], (<)
‘9'1ETS PUR 1°78T$
L6 Ad ‘9TYT$ PUB 8'967$ 96 Ad ‘6'€ST$ PUB T'TIES 56 Ad
‘G'€ST$ PUB ['STES 76 X (§ SUOT[IUI) SMO[[O] SE SI aIBYS SI
-riediorunur ay) pue saxe) A1adoid (101 pajewmsy “pajoa[jod saxe)
Kuodoid sed pue [10 (210} JO aIeYS S, 9€1S o) Juasaldal syunowry ()
(661 VIS ‘8T1 "4D) [to uo
281e(0Ins UOTIBAIISUOD PAIJIPOW JY] JO JUIUIIORUD $103[J3Y (€)
(0S€°09°6Z SV) weidoid soueysisse ediorunwt o) y3noxy) pareys
Afrenuue (6 AJ ut Uol[[iul 6°6¢$) uoniod jeyy apnjout sunowy (7)
'SONUIAI
pajeWnSa Ul papndul jou are (YD) pund 21989y 198png
[euoniminsuo)) 9y3 0} pied aq 1Snw 18Y) $6 X4 Ul SUSWIMLS xel, (1)

SHLONLOOA

Fall 1994 Revenue Sources Book

e—— Page 8



ot
A

LY

I

Petroleum Revenues

This section underlines the importance of petroleum revenues to Alaska’s total
revenues; discusses the current oil markets; sets out the petroleum forecast assump-
tions; describes the non-oil revenue source assumptions; and finally, concludes with
a note on methodology.

Importance of Petroleum Revenues
Petroleum revenues accounted for 79 percent of all General Fund unrestricted
revenues in FY 1994. The majority of total State petroleum production revenues

continues to come from the Alaska North Slope (96 percent in FY 1994). The figure
below shows the relationship of petroleum revenues to all revenues for FY 1994.

Figure 4 FY 1994 General Fund Unrestricted Revenues

Petroleum 79%

Non-Petroleum 21¢,

Fall 1994 Revenue Sources Book Page 9




Petroleum revenues come from: (1) severance taxes (also called production
taxes); (2) royalties on oil and gas the State owns; (3) corporate income taxes on
corporations producing and transporting oil and gas; (4) oil and gas property taxes;
and (5) other oil and gas revenues (rents and bonuses).

Together, these petroleum revenues accounted for 79 percent of State rev-
enues in FY 1994. The State also collects revenues in the form of interest earned on
money invested in the State Treasury, which accounted for another 1 percent of the
total General Fund unrestricted revenues. (Most of the earnings come from interest
earned on petroleum revenues.) The figure below illustrates this.

Figure 5 FY 1994 General Fund Unrestricted Revenues

Severance Tax 42%

Oil & Gas Royalties 32%
Other: Non-Petrole  21%

Investment Earnings 1% Other: Oil & Gas 4%
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Petroleum revenues will continue to dominate Alaska’s General Fund unre-
stricted revenues in the short term under all three scenarios as shown in Table 4
below.

ﬁ
Table 4 General Fund Unrestricted Revenues
Petroleum Revenues as a Percentage of the Total
Total G.F. Total G.F.
Unrestricted  Unrestricted

£ from Petroleum  Revenues Percent o
| FY 1994 Prelim Actual 1,290.1 1.631.6 79

Base Case

FY 1995 1,655.2 1,952.8 85

FY 1996 1,674.2 1,959.3 85 -

FY 1997 1,658.5 1,943.6 85 "

FY 1995 1,473.0 1,744.6 84

FY 1996 1,393.1 1,659.2 84

FY 1997 1,341.6 1,607.7 83

High Price Alternative

FY 1995 1,783.2 2,102.8 85

FY 1996 1,868.4 2,178.5 86

FY 1997 1,923.0 2,233.1 86

|

! ’:;
t_ i e S T S JJ
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The State of Alaska has received most of its revenues from petroleum for a
substantial period. Petroleum revenues comprised more than 77 percent of General
Fund unrestricted revenues in FY 1994 for the fifteenth year in a row.

Figure 6 Percentage of General Fund Unrestricted Revenues
Which Come From Petroleum
(FY 1977 - FY 1997)

ACTUAL [ Low M Base [] High

Percent (%)
100

80 R .': B lm

60 g

a0 -

O SiElEIEjEIE|E]n L ISR IE]E §

77 79 81 83 85 87 8% 91 93 1995
78 80 82 84 86 88 90 92 94
Fiscal Year
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Current Oil Market Situation
World Market

The recovery of oil prices from last winter’s extremely low levels has convinced
OPEC that its current production policy appears to be working. OPEC rolled over its 24.5
million bbl/day quota at its June meeting and deferred any additional discussions on
production until the cartel’s annual meeting scheduled for November 21 in Bali, Indonesia.

The OPEC secretariat has estimated that fourth quarter demand for OPEC crude oil
will be less than 26 million bbl/day. Given current stock levels and anticipated seasonal
increases in non-OPEC production, this is consistent with our base case assumption. This
level of “call” on OPEC leaves some, but not a great deal of, room for increased production
by members at current or slightly higher prices.

Given the hardline stance by the U.S., it is unlikely that the embargo on Iraqi
production will be lifted any time soon. This, in combination with the October move of Iraqi
troops to the Kuwaiti border, continues to hamper the return of Iraqi crude oil into the world

market.
Figure 7 OPEC Production Table 5 OPEC Production
Million Barrels/Day (Thousand bbls/day)
30 30
Production
M 1 Country  September 1994 1994 Quota
L I B I f— ml Al Algeria 750 750
— r ["‘ EIRE Gabon 340 287
ol WL ] 0L " Indonesia 1,350 1,330
— BISIRIRIEIS Iran 3,650 3,600
- ulm 1] : - Traq 670 400
5k i 1 415 Kuwait” 2,000 2,000
Libya 1,390 1,390
Nigeria 1,850 1,865
10~ 1l 1 Qatar 400 378
Saudi Arabia® 8,050 8,000
sL ds UAE 2,200 2,161
Venezuela 2.500 2,359
, TOTAL 25,150 24,520
0 g 1 4fy IRINNINE LN
&)818283848586878889%919293
Calendar Year Source: Platt’s Qilgram News (10/6/94).
*Share Neutral Zone output.
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Alaska North Slope Market

So far in FY 1995, ANS oil prices have averaged $16.50/bbl—$1.88/bbl higher
than the FY 1994 average of $14.62/bbl. Stable OPEC production and continued strong oil
consumption growth have given ANS prices a modest boost.

BP Exploration announced its official selling prices for October 1994 as $16.12/bbl
on the West Coast and $15.99/bbl on the Gulf Coast. This is the first month in the history
of ANS production where the market prices on the West Coast have been greater than on
the Gulf Coast (BP’s November 1994 contract prices on the West and Gulf Coast were
$16/bbl and $15.90/bbl, respectively). Prices at parity can be expected to occur more
often in the future as ANS production declines and the most expensive transportation route
to the Gulf Coast via Panama loses tanker traffic.

Roughly 85 percent of ANS production is sold on the West Coast while 15 percent
is marketed in the eastern half of the U.S. and Caribbean. As ANS production declines, it
is expected that shipments via Panama to eastern U.S. destinations may cease after 1995.
Greater transportation costs to the more distant markets result in a Gulf Coast-derived
wellhead price which is lower than the West Coast price. Historical ANS spot prices are
graphed below.

Figure 8 ANS Spot Price
January 1988 - October 1994

West Coast Gulf Coast

5 I,.|,.§..l,.l‘.\..l..l‘.l..l..ln(.\l..l.,b..l..l..l..l..l”l.,l..h.l I} I”["IH‘IO
j88 J I8 J J90 ¥ J9or J J92 ¥ 193 J

A O A O A O A O A O A O A O
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Forecast Assumptions

ANS Lower 48 Prices

The oil price assumptions used in this forecast are based on spotoil prices as reported
in Platt’s Oilgram Price Report. Future ANS oil prices are developed subjectively to reflect
the economic fundamentals depicted in the alternative oil market scenarios. The relative
price relationships between ANS sold in the West Coast market and ANS sold in the Gulf
Coast market are based on the last twelve months of market data.

Over the next few years, as demand on the West Coast grows and ANS production
declines, ANS will not be sold for delivery to the Gulf Coast. At that time, West Coast ANS
prices will be determined by the price of foreign sour crude oil imported into that market.
The assumed forecast for ANS prices is contained in the table below.

Table 6 Scenarios for ANS il Price
West Coast and Gulf Coast
($/bbl)
Low Price High Price
Fiscal Base Case Alternative Alternative
Year West Gulf West Guif West Gulf
1995 16.33 16.98 15.34 15.95 16.90 17.59
1996 16.81 17.42 14.79 1542 18.11 18.74
1997 17.18 17.18 14.61 14.61 19.17 19.17

2000 20.00 20.00 14.70 14.70 23.57 23.57
2005 2496 2496 15.09 15.09 31.60 31.60

Currently, prices reported by the producers for both severance tax and royalty
purposes closely track spot prices. Royalties are reported using a value which is determined
by a market basket of crude oils which includes ANS spot price. Producers are also required
to file a quarterly estimated severance tax return based on spot prices.

The wellhead price determines the value of production and thus, the State’s
severance tax and royalty income. The discussion that follows describes the assumptions
for the various cost deductions from the market price which determine the wellhead value.

Fall 1994 Revenue Sources Book Page 15




Over the long run, demand on the West Coast will increase while ANS
production is in decline; the oil glut on the West Coast will then disappear. In this
forecast, West Coast and Gulf Coast oil prices are assumed to converge when the
West Coast surplus disappears (this forecast assumes that prices converge in FY 1997).
If the ANS export ban were lifted, the West Coast crude surplus would disappear
immediately. West Coast oil prices would then rise to world oil price levels.

Figure 9 ANS at the U. S. West Coast
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Figure 10 ANS at the U. S. Gulf Coast
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Transportation Costs to Lower 48 Markets

The weighted average Lower 48 shipping cost averaged $1.57/bblin FY 1994,
$0.03/bbl higher than in FY 1993. This increase can be attributed to tight markets in
the higher cost Gulf trade. Also, the Oilspill Pollution Act of 1990 (OPA90) has added

to transportation costs.

As ANS production declines and West Coast petroleum demand increases,
shipments to the Gulf Coast will diminish which will free up excess tonnage.
Consequently, average shipping costs are expected to stay fairly constant over the
next few years. In the long term, the double hulling requirements of OPA90 will result

in increased shipping costs.

Table 7 Marine Transportation Costs
Valdez to Lower 48
($/bbl)
Fiscal Low Price High Price
Year Base Case  Alternative Alternative
1995 1.43 1.43 1.43
1996 1.30 1.30 1.30
1997 1.28 1.28 1.28
2000 1.44 1.37 1.48
2005 1.95 1.76 2.06
Figure 11 Total Transportation Costs to Lower 48
Pipeline and Tanker
$/Barrel
6.00
5.50
5.00
4.50

4.00 .
JEEM S JB9M S J9OM S JI9IM S J92M S J93M S J94 M
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Trans-Alaska Pipeline System Tariff

The Trans-Alaska Pipeline System (TAPS) tariff is determined according to the TAPS
Settlement Method, a ratemaking agreement of the pipeline owners and the State of Alaska. This
method of ratemaking allowed an accelerated recovery of the construction costs, operating costs,
taxes, and a fixed profit of an inflation adjusted $0.35/bbl. This resulted in higher tariffs from
1977 through 1985 in exchange for lower tariffs in the late 1980’s and 1990’s.

As Table 8 below indicates, TAPS tariffs have increased since 1989 due to corrosion
repairs, other unexpected maintenance costs, lower-than-expected TAPS throughput, and oil
spill mitigation expenditures due to the Exxon Valdez accident.

The average tariff filed in FY 1994 was $3.16/bbl. Historical and forecasted tariffs are
represented below. New tariffs take effect January 1 of each year.

Table 8 Scenarios for TAPS Tariff
($/bbl)
Fiscal Low Price High Price
Year Actual Base Case Alternative Alternative
1985 6.04 . . .
1986 5.29
1987 4.20
1988 3.54
1989 3.12
1990 3.48
1991 3.75
1992 3.60
1993 3.24
1994 3.16 . . .
1995 . 347 3.47 3.47
1996 . 3.20 3.18 3.22
1997 . 2.69 2.65 2.73
2000 . 2.44 2.39 2.58
2005 . 3.32 3.20 3.32

e Page 18 Fall 1994 Revenue Sources Book
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Wellhead Price for ANS

The wellhead value of ANS, along with production, is the basis for both State severance
taxes and royalties. The wellhead value is calculated by subtracting the pipeline and marine
transportation costs from the sales price (or transfer price at the refinery gate in the case of oil
run through a producer’s own refinery).

Teeeer

bR R

W ey

Table 9 Alternatives for ANS Wellhead Price
($/bbl)
Fiscal Low Price High Price
Year Base Case Alternative Alternative
1995 11.46 10.30 12.49
1996 12.23 10.19 13.95
1997 13.12 10.60 15.50
2000 15.84 10.81 19.91
2005 19.36 9.98 26.65
Figure 12 ANS at the Wellhead
Low Base High
$/Barrel
16 16
- HISTORICAL PROJECTED
14
12
10
8
6 L i H H i i i | 1 | i i { I i 1 L 6
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Qil Production

Three factors contribute to the slowing of decline of North Slope production: the expansion
of gas handling capacity at Prudhoe Bay, continued strong performance by the Kuparuk field, and
ongoing production optimization at the Point Mclntyre field.

Prudhoe Bay continues to account for two-thirds of Alaska’s statewide production. The
completion of the second phase of the GHX-2 facility at Alaska’s giant field this past fall has allowed
forincreased gas handling and the resulting boostin both oil production and natural gas liquid (NGL)
extraction. Preliminary field response indicates the potential to add about 120,000 bbl/day of
hydrocarbon liquids to Prudhoe Bay’s output.

Combined production from the Kuparuk, Milne Point, and Schrader Bluff fields have
exceeded expectations. Field enhancements and perfected directional drilling has kept production
above 320,000 bbl/day. Continued development in the vicinity of the Milne Point field is expected
to add 30,000 to 40,000 bbl/day to North Slope production over the next 2-3 years.

Point McIntyre came on-line in November 1993. Subsequent development of Lisburne
Production Center (LPC) satellite fields led to the May 1994 start-up of production from the Niakuk
field. LPC total output has peaked at 164,000 bbl/day—mainly attributable to the ramping up of the
Point McIntyre field.

Lacking the development of new or the further enhancement of existing North Slope fields,
the Department’s Fall 1994 forecast projects ANS output dropping to below 1 million bbl/day by
2004 in the base case scenario. For the low and high price alternatives, ANS production under 1
million bbl/day is predicted for the years 2002 and 2006, respectively. Potential reserves from the
Badami prospect have not been incorporated into this forecast.

Figure 13 Simulated Oil Production
Total Alaska and Base Case Prudhoe Bay

. Prudhoe Bay
Low Base High

Base Case
et — e e [ ]

Million Barrels/Day
2.0 2.0

S LNt

1994 1996 1998 2000 2002 2004 2006 2008 2010
Fiscal Year
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Other Non-Qil Revenue Sources Assumptions

Oil Corporate Taxes

Oil corporate taxes for FY 1994 generated $18 million compared to $834.7
million collected in FY 1993. Settlements of disputes over prior year’s taxes resulted in
the collection of a large part of the FY 1993 monies. The remaining large shortfall can
be attributed to three factors: 1. lower oil prices; 2. large refunds; and, 3. deductibility of
interest for tax settlements.

Non-QOil Corporate Taxes

Non-petroleum corporate taxes generated $44.3 million in FY 1994 com-
pared to $37.6 million in FY 1993. The increase in non-petroleum corporate tax
revenue was due to enhanced business activity.

Property Taxes

Revenues from current oil and gas property tax, which is levied at 20 mills on
the full and true value of oil and gas property, are expected to continue to decline.
The decrease for FY 1992, FY 1993, and FY 1994 as compared to previous forecasts,
is due in part to adjustments for investment delays and increased mill levies by the
North Slope Borough, the Kenai Peninsula Borough, and the City of Valdez. The
municipalities in which taxable oil and gas property exist continue to receive the bulk
of the property tax assessment.

Alcoholic Beverage Taxes

Alcohol consumption has been fairly steady over the last five years in all
categories. Current consumption trends for liquor, wine and beer, given population
growth, demographics, and income levels, are expected to continue generating
revenues of between $12 and $13 million per year.

Fall 1994 Revenue Sources Book Page 21
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Intergovernmental Receipts

Federal Shared Revenues, which consist of several categories, totaled $12.8
million in FY 1991 but dropped to $6.7 million in FY 1992, to $5.6 million in FY
1993, and to $4.2 million in FY 1994. This is due primarily to the fact that the U.S.
Forest Service (USFS) monies for timber sales were formerly allocated to only
organized boroughs. The USFS has since notified the State that additional monies
will be set aside for the unorganized borough as well (Chapter 37, SLA 1991). The
monies are intended to support roads and schools affected by national forest activi-

ties.

Section 8(g) funds are the result of a negotiated settlement between the State
and federal governments several years ago with a specific payment schedule. The
bulk of this money, formerly going to General Fund unrestricted revenues, is now
being transferred to the Constitutional Budget Reserve Fund (CBRF).

Investment Earnings

The projections are based on projected outgoing expenditures and incoming
revenues with an assessment of yield on instruments and the length of maturity for the
funds invested by the Treasury Division. FY 1994 investment earnings were $21.3

million.

Facilities and Related Charges

The main revenue item in this category is ferry system receipts which
amounted to $40.1 million in FY 1994. The legislature established the Alaska Marine
Highway System Fund (Chapter 193, SLA 1990) which provides that the gross
revenue of the State ferry system be deposited into the fund and then may be
appropriated for operating and capital expenditures.

Fall 1994 Revenue Sources Book
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Methodology

The Department of Revenue uses a variety of models and techniques to
forecast petroleum severance taxes and royalties and non-petroleum revenue sources.
The main petroleum forecasting model is a marketing and production simulation
model which projects severance taxes and royalties on a company-by-company,
field-by-field specific basis through the year 2010.

In this forecast we discuss only three of the many possible future price and
production outcomes affecting Alaska oil revenues: the base case, the low price
alternative, and the high price alternative.

To assist in examining a greater number of possible future oil revenue
outcomes, a revenue matrix has been developed for both FY 1995 and FY 1996. The
Alaska State Revenue Matrices on pages 28 and 29 provide an estimate of State
General Fund unrestricted revenues for various alternative ANS price and production
levels.
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Table 10

DEMAND
OECD
North America
Europe
Pacific
Total

Non-OECD
CIS*
China
Eastern Europe
West Hemisphere
Africa
Middle East
Asia
Total

TOTAL DEMAND

SUPPLY
Non-OPEC
OECD
CIS*
China
Eastern Europe
LDCs
Processing Gain

OPEC
OPEC NGLs

Actual

19.2
13.5

6.3
39.1

5.6
3.0
1.3
5.6
2.1
38
6.8
28.2

66.7

16.8
7.8
29
0.3

11.2
1.5

40.6

24.7
2.2

TOTAL PRODUCTION 67.5

INVENTORY CHANGE 0.8

Projected
1994 0195 Q295 Q395

19.7
13.7

6.4
39.7

4.6
3.1
13
57
2.1
4.0
7.2
28.1

67.8

17.4
7.0
3.0
03

11.6
1.5

40.8

25.0
2.3

68.0

0.2

19.9
14.0

7.1
40.9

4.5
32
1.3
5.7
22
4.2
7.6
28.6

69.6

17.6
6.9
3.0
0.3

11.9
1.5

41.2

25.1
2.3

68.6

(0.9)

*Commonwealth of Independent States

—— Page 24

19.6
13.4

6.0
39.0

4.0
3.2
1.3
5.9
21
4.1
7.4
28.1

67.1

17.1
6.8
3.0
0.3

11.8
1.5

40.5

24.9
2.3

67.7

0.6

Global Market Assumptions

Base Case Scenario

20.1
13.8

6.1
39.9

3.8
33
1.3
6.0
2.1
42
72
279

67.8

17.2
6.6
3.0
03

11.9
1.5

40.4

25.5
23

68.3

0.5

Q495 1995 Q196

20.3
14.3

6.8
41.3

35
33
1.3
5.9
2.2
4.2
8.1
28.5

69.8

17.8
6.4
3.1
0.3

121
1.5

41.1

272
23

70.7

0.9

20.0
13.9

6.5
403

39
3.2
1.3
59
2.1
42
1.6
28.3

68.5

17.5
6.7
3.0
0.3

11.9
1.5

40.8

257
23

68.8

0.3

19.9
14.1

7.1
412

4.1
3.3
1.3
59
22
4.4
7.9
29.1

70.3

17.6
6.9
3.1
0.3

i2.1
1.5

41.5

25.5
23

69.3

0.9
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19.7
135

6.1
393

3.6
33
13
6.1
22
4.3
7.7
28.6

67.8

171
6.8
3.1
0.3

12.1
1.5

40.8

253
23

68.4

0.6

20.1
13.9

6.1
40.1

34
3.4
13
6.2
2.1
4.5
7.6
28.4

68.5

17.2
6.6
3.1
03

12.1
1.5

40.8

26.0
23

69.0

0.5

204
14.4

6.8
41.6

3.1
34
13
6.1
22
44
8.5
29.0

70.6

17.8
6.4
3.1
0.3

12.3
1.5

41.5

217
23

71.5

0.9

20.0
14.0

6.5
40.5

35
33
13
6.1
22
44
7.9
28.8

69.3

174
6.7
3.1
0.3

122
1.5

412

26.1
23

69.6

03
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Short-Term Qil Price Scenarios

Base Case Scenario

SUMMARY: The base case scenario assumes modest growth in global oil
consumption over the next two years as the economy slows in the U.S. and picks
up in Japan and Europe with continued decline in the economy of the Common-
wealth of Independent States (CIS). Little growth in non-OPEC production
results inasmallincrease in OPEC market share. This puts mild upward pressure
on oil prices as long as the Iraqi oil embargo continues.

Table

10, on the adjacent page, contains specific assumptions about the global

fundamentals (barrels produced and barrels consumed) used to develop the base
case scenario. The basis for these assumptions is as follows:

1. OECD oil consumption is assumed to grow by 0.6 million bbl/day as the Japan
and German economies begin to pick up. Non-OECD consumption also increases
by 0.2 million bbl/day in 1995 and 0.5 million bbl/day in 1996, and would have
been even greater but for the projected decline in consumption in the CIS from 0.6
million bbl/day in 1995 to 0.4 million bbl/day in 1996.

2. Non-OPEC oil production remains the same in 1995 and grows by 0.4 million
bbl/day in 1996. Production outside the CIS grows by 0.3 million bbl/day in 1995,
but this is offset by the continued decline of production in the CIS of 0.3 million
bbl/day. The 0.4 million bbl/day increase in non-OPEC production in 1996 reflects
a stabilized production level in the CIS in that year.

3. The recent Iraqi military exercises close to the Kuwaiti border have hardened
the U.S. policy toward lifting the oil embargo and it will remain in place through
1996.

4. The modestly growing OPEC market share will allow the cartel to
accommodate slightly higher production by members rather than prevailing
on membership to hold the line. The result is that oil prices for ANS quality
oil should stay above $15/bbl but not move for long above $17/bbl over the
period.

T Unrestricted A
Table 11 General Fund ANS Lower 48 ANS Production
Rev ($million)  Price ($/bbl) (million bbV/day)
FY 1995 1,952.8 16.39 1.641
FY 1996 1,959.3 16.72 1.595
FY 1997 1,943.6 17.18 1.489
2 : )
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The alternative price scenarios to the base case scenario are developed around
a subjective assessment of the risks which would cause oil prices to be higher or
lower. The risk factors that were identified in developing these alternatives are as
follows: 1. events pertaining to Iraq; 2. global economic activity; 3. impact of
economic changes in the CIS; 4. political events in OPEC countries; and, 5. the
weather.

No explicit attempt is made to account for the impact of weather; however,
very short-term (weeks rather than months) impacts can be expected. Changes in
weather will add to market volatility.

Low Price Alternative Scenario

SUMMARY: The low price alternative scenario assumes that any one or all
of the following events may occur which would cause oil prices to turn out to
be lower than our base case.

1. The embargo on Iragi production is partially and then totally lifted by
the end of 1996.

2. The U.S. economy begins to plunge rather rapidly as we enter 1996
which drags down global oil consumption growth.

3. Oil production levels in the CIS are arrested with the result that much
more non-OPEC oil is moved into global markets.

4. TIslamic upheaval in key OPEC countries increases the political
pressure to produce beyond member quotas.

Unrestricted
Table 12 General Fund ANS Lower 48  ANS Production
Revenues ($million) Price ($/bbl)  (million bbl/day)
FY 1995 1,744.6 15.40 1.641
FY 1996 1,659.2 14.71 1.595
& FY 1997 1,607.7 14.61 1.484 3
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High Price Alternative Scenario

SUMMARY: The high price alternative scenario assumes that any one or all of
the following events may occur which would cause oil prices to turn out to be
higher than our base case.

1. The embargo on Iraqi oil stays in place.

2. Economic growth continues at a high pace in the U.S. and in the major
world economies resulting in extremely rapid oil consumption growth.

3. Oil production in the CIS continues to slide through 1996.

4. Serious political unrest occurs in key OPEC countries which disrupts the
flow of oil to world markets.

, Unrestricted
| Table 13 General Fund ANS Lower 48  ANS Production

FY 1995 2,102.8 16.92 1.641
i FY 1996 2,178.5 18.02 1.595
FY 1997 3.1 19.17 1.494
\ i )
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Alaska State Revenue Matrix!

Table 14
Unrestricted General Fund
(Millions of Dollars)
FY 1995
Alaska North Slope Production
Millions of barrels/day

Avg ANS?

Lower 48 150 155 160 165 170 175 1.80 1.85 1.90
$10.00 1210 1220 1240 1260 1270 1290 1,300 1320 1,340
$11.00 1260 1,280 1,300 1320 1330 1350 1370 1390 1410
$12.00 1320 1340 1360 1380 1410 1430 1450 1470 1,490
$13.00 1,440 1,460 149 1,510 1,540 1,570 1,590 1,620 1,640
$14.00 1550 1,580 1,610 1,640 1,670 1,710 1,740 1,770 1,800
$15.00 1660 1,700 1,740 1,770 1810 1,850 1,880 1,920 1,950
$16.00 1,780 1,820 1,860 1900 1940 1,990 2,030 2,070 2,110
$17.00 1,890 1940 1,990 2,030 2,080 2130 2,170 2220 2270
$18.00 2010 2,060 2110 2,160 2210 2270 2320 2370 2420
$19.00 2120 2,180 2240 2290 2350 2,410 2460 2520 2,580
$20.00 2240 2300 2360 2420 2,480 2,550 2,610 2,670 2,730
$21.00 2350 2420 2490 2,550 2,620 2,690 2,750 2,820 2,890
$22.00 2470 2,540 2,610 2,680 2,750 2,830 2900 2970 3,040
$23.00 2580 2,660 2,730 2,810 2,890 2,970 3,040 3,120 3,200
$24.00 2700 2,780 2,860 2,940 3,020 3,110 3,190 3,270 3,350
$25.00 2810 2,900 2980 3,070 3,160 3,250 3330 3,420 3,510
$26.00 2920 3,020 3,110 3,200 3,290 3,390 3480 3570 3,660
$27.00 3040 3,040 3230 37330 3430 3,530 3,620 3,720 3,820
$28.00 3150 3,260 3360 3,460 3,560 3,670 3,770 3,870 3,970
$29.00 3270 3,380 3,480 3,590 3,700 3,810 3,910 4,020 4,130
$30.00 3380 3,500 3,610 3,720 3,830 3950 4,060 4,170 4,280

! Assumptions other than price and production are based on the Department of Revenue’s base

case scenario Fall 1994 Forecast.

2 The average ANS price for all Lower 48 sales is approximately $0.60/barrel less than the

U.S. Gulf price in FY 1995.
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Table 15 Alaska State Revenue Matrix!
Unrestricted General Fund
(Millions of Dollars)
FY 1996
Alaska North Slope Production
Millions of barrels/day

Avg ANS

Lower 482 150 155 160 165 170 175 1.80 1.85 1.90
$10.00 L110 1,130 1,150 1,170 1,190 1210 1230 1250 1270
$11.00 1,210 1,230 1,260 1,280 1,300 1,330 1,350 1,370 1,400
$12.00 1,320 1,350 1,380 1,400 1,430 1,460 1,490 1510 1,540
$13.00 1,440 1,470 1,500 1,530 1,560 1,590 1,620 1,650 1,690
$14.00 1,550 1,590 1,620 1,660 1,690 1,730 1,760 1,800 1,830
$15.00 1,670 1,700 1,740 1,780 1,820 1,860 1,900 1,940 1,980
$16.00 1,780 1,820 1,870 1910 1950 1,990 2,040 2,080 2,120
$17.00 1,900 1,940 1,990 2,030 2,080 2,130 2,170 2220 2270
$18.00 2,010 2,060 2,110 2,160 2,210 2260 2310 2360 2410
$19.00 2,120 2,180 2,230 2,290 2,340 2,390 2450 2500 2.560
$20.00 2,240 2300 2,350 2,410 2470 2,530 2,580 2,640 2.700
$21.00 2350 2,420 2,480 2,540 2,600 2,660 2720 2780 2,840
$22.00 2,470 2,530 2,600 2,660 2,730 2,790 2,860 2,920 2990
$23.00 2,580 2,650 2720 2,790 2,860 2,930 3,000 3,070 3,130
$24.00 2700 2,770 2,840 2920 2,990 3,060 3,130 3210 3,280
$25.00 2,810 2,890 2970 3,040 3,120 3,190 3270 3350 3.420
$26.00 2,930 3,010 3,000 3,170 3250 3,330 3410 3490 3.570
$27.00 3,040 3,130 3210 3,290 3,380 3,460 3,550 3,630 3,710
$28.00 3,160 3,240 3,330 3,420 3,510 3,600 3,680 3,770 3.860
$29.00 3,270 3,360 3,450 3,550 3,640 3,730 3,820 3910 4,000
$30.00 3,380 3,480 3,580 3,670 3,770 3,860 3,960 4,050 4,150

! Assumptions other than price and production are based on the Department of Revenue’s

base case scenario Fall 1994 Forecast.

* The average ANS price for all Lower 48 sales is approximately $0.70/barrel less than the
U. S. Gulf price in FY 1996.
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REVENUE FORECAST: LONG TERM OUTLOOK
(FY 1998 - FY 2010)

This section focuses on the long term from FY 1998 through FY 2010. It
provides revenue projections for this period and also sets out the assumptions behind
those projections for the base case scenario, and low and high price alternatives.

The graphs on the adjacent page show the actual General Fund unrestricted
revenues from FY 1981 through FY 1994 and revenue projections from FY 1995
through 2010 for the three alternatives provided in this forecast. Projections are
provided in both nominal and real dollars.

The assumptions used for the Fall 1994 forecast for inflation rate, Alaska oil
production, the TAPS tariff, and average AN S Lower 48 price are available on page 32.
On subsequent pages, the following tables are provided for the base case scenario,
and low and high price alternatives:

1. North Slope and Cook Inlet petroleum production revenues.

2. Detailed revenue projections for each category of revenues.

3. The historical and expected prices for West Texas Intermediate (WTI)
and ANS Wellhead from FY 1982 - FY 2010 in 1992 constant dollars.

4. Simulated oil production by field.

Page 30 Fall 1994 Revenue Sources Book
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Figure 14 General Fund Unrestricted Revenue Projections

FY 1981 - FY 2010
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HISTORICAL REVENUES,
PRICES, AND PRODUCTION

This section contains historical revenues, prices, and production. Table 27
on the next page shows historical petroleum revenues by type from statehood
to the present (FY 1959 - FY 1993). Table 28 on pages 48 and 49 shows General
Fund unrestricted revenues by type from FY 1979 - FY 1993. Historical crude oil
prices are depicted in Table 29 and, finally, historical crude oilproduction for the North
Slope and Cook Inlet (FY 1978 - FY 1994) is shown in Table 30.
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