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The Honorable Walter J. Hickel
Govemor

P.O. Box 110001

Juneau, Alaska 99811-001

Dear Governor Hickel:

RE: Fall 1993 Revepye Sources Book

Revenues are now forecast to be significantly lower than those forecast last Spring. Oil prices fell by about $2.75/bbl over the
Summer and early Fall as fears of over production by OPEC and the return of Iraqi crude oil dominated a relatively well balanced,
if not over supplied, oil market, Uncertainties have resulted in highly volatile oil prices. As of this writing, oil prices have receded
to a weighted average Alaska North Slope price of $13.24/bbl. This is about $2.50/bb] less than the average price a few weeks ago
when the oil price forecast was adopted.

Fiscal year 1994 revenues are now forecast to be $2.159-billion based on a Mid Scenerio oil price of $16.03/bbl. This is a reduction
of $145-million and $2.35/bb] from the Spring forecast. The reduction would have been $320-million were it not for tax and royalty
settlement receipts of $135-million and the inclusion of projected ferry system receipts of $40-million in the forecast. Fiscal year
1995 revenues are down $265-million.”

»

Finally, I would like to stress that the forecast is based on conservative assumptions about future enhancements of petroleum reserves.
; Therefore, the forecast excludes new discoveries and development of oil or gas made possible by technological breakthroughs. Tax
and royalty settdements are included in the forecast when collected.

may vary significantly.

Sincerely,

Loy

Darrel J . Rexwinkel
Commissioner

L
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REVENUE FORECAST SUMMARY

Outlook for Short Term (FY 1994 - FY 1996)

Alaska’s revenues continue to rely almost entirely on petroleum production taxes and
royalties. Thanks to startup of the Point McIntyre oil field and the second gas handling project
at Prudhoe Bay, the Alaskan North Slope (ANS) production decline should slow this year. Oil
prices, however, have been very weak since June 1993. The price of ANS for delivery to Lower

market susceptible to any news that the United Nations is actively considering lifting the embargo
on Iraqi crude oil. The outlook for oj] prices will, therefore, depend critically on the emergence

embargo and the manner in which the Organization of Petroleum Exporting Countries (OPEC)
deals with the prospect of the return of Iraqi crude into the world oil market.

The revenue forecast is based on the three oil price scenarios which are summarized as
follows:

Low Scenario: Continued global economic stagnation results in falling worldwide oil
consumption. OPEC struggles to remain a credible organization as production capacity
grows in the face of low oil prices at or below $15.00/bbl for ANS quality crude oil.

Mid Scenario: The world returns to a modest economic growth path leading to modest growth
in oil consumption in both 1994 and 1995. Phased reentry of Iraq into the world oil market
and a marginally credible OPEC response keep oil prices relatively steady--around $17.00/bb] for
ANS quality crude oil.

High Scenario: Oil consumption grows significantly in 1994 and 1995 as robust economic
growth occurs in the world economy moderated somewhat by a continued severe depression

eases the transition of Iraq back into the oil market without severe downward pressure on oil
prices and OPEC is able to achieve it’s target price of $18.00/bbl.

( Table 1 General Fund Unrestricted Revenues , )
and ANS Lower 48 Price
Low Mid. - A High
($MiD) (SMiD 0
FY 1993 Prelim.  3,081.6 17.92 3,081.6 17.92 3,081.6 17.92
FY 1994 1,983.8 15.17 2,158.6 16.03 2,300.3 16.76
FY 1995 1,820.0 15.04 2,125.9 16.94 2,369.3  18.44
FY 1996 1,816.1 15.35 2,155.9 17.65 2,391.7 | 19.14
- J
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Outlook for Long-Term (FY 1997 - FY 2010)

The long term outlook for State revenues is made assuming that the current fiscal system
remains the same in the future with respect to State taxes and royalties. As a result, 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. In the high price scenario inflation-adjusted General Fund unrestricted
revenues fall below $2.0 billion by FY 2001. This compares to FY 1993 revenues of $3.082
billion.

The current oil production forecast scenarios project total Alaska oil production to be one-
half current levels (approximately 0.850 million bbl/day) by the year 2004 in the Low Case
Scenario, 2005 in the Mid Case Scenario and 2007 in the High Case Scenario. 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. Real or after inflation-adjusted
oil prices are assumed to increase at-0.7,1.1 and 1.9 percent per year for the Low, Mid and High
Case Scenarios, respectively.

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 developments which will increase
production from Alaska’s older fields.

f Table 2 General Fund Unrestricted Revenues M)
and ANS Lower 48 Price ;
Low o Mid High
SMiD  ($/bbD L BMih  ($mbh  ($MiD (8/bbl)
FY 1997 1,852.8 15.91 2,320.3 18.99 2,830.1 20.93
FY 1998 , 1,873.5 17.04 - 2,425.0 20.88 3,073.5 23.23
FY 1999 1,764.2 1741 2,371.8 21.86 3,139.8 24.65
FY 2000 1,616.2 17.80 2,218.6 2293 2,991.2 26.16
\_ J
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Figure | General Fund Unrestricted Revenues
FY 1993 Preliminary and FY 1994 - 1996 Estimates

$Billion (Nominal Dollars)
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REVENUE FORECAST: SHORT-TERM OUTLOOK
(FY 1994 - 199¢)

General Fund Unrestricted and Restricted Revenues

This section analyzes unrestricted revenues over the next two and a half years through the
rest of FY 1994 to the end of FY 1996, Both unrestricted and restricted revenues flow into the
General Fund, the account which finances most of the 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 Tevenues carry some restriction. For most restricted
revenues, the restriction comes from the Federal government.

The table on the next pages shows all sources of General Fund unrestricted revenues for
FY 1993 through FY 1996, :
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The following table shows that petroleum revenues will dominate in the short-term
under all three scenarios.

Table 4 General Fund Unrestricted Revenues:
Petroleum Revenues as a Percentage of the Total

FY 1993 - 199¢
(Millions of Dollars)
Total G. F. Total G. F.
Unrestricted Unrestricted

from Petrolenm Revenues Percent
FY 93 Preliminary  2,684.8 3,081.6 87

FY 94 Estimates

Low 1,695.4 1,983.8 85
Mid 1,844.2 2,158.6 85
High 1,966.2 2,300.3 85
EY 95 Estimates

Low 1,544.3 1,820.0 85
Mid 1,821.0 2,125.9 86
High 2,042.6 2,369.3 86
FY 96 Estimates

Low 1,550.4 1,816.1 85
Mid 1,851.0 2,155.9 86
High 2,065.0 2,391.7 86
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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 assumptions; describes the Low,
Mid, and High Scenarios; and concludes with a note on methodology.

Importance of Petroleum Revenues

Petroleum revenues accounted for 87 percent of all General Fund unrestricted revenues in
FY 1993, and will continue to account for close to 80 percent of those revenues each year well
into the 1990s.

The figure below shows the relationship of petroleum revenues to all revenues for
FY 1993.

Figure 2 : FY 1993 General Fund Unrestricted Revenues

Petroleum 87%

Non-Petroleum 13%
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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 87 percent of State revenues in
FY 1993. The State also collects revenues in the form of interest earned on money invested in
the State Treasury, which accounted for another four percent of the total General Fund
unrestricted revenues. (Most of the earnings come from interest earned on petroleumn revenues.)
The figure below illustrates this.

Figure 3 FY 1993 General Fund Unrestricted Revenues

Severance Tax . 33%

Oil & Gas Royalties 25%

Other: Non-Petroleum  13%
Investment Earnings 2%

Other: Oil & Gas 27%
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The State of Alaska has received most of it’s revenues from petroleum for a substantial
period. Petroleum revenues comprised more than 77 percent of General Fund unrestricted
revenues in FY 1993 for the fourteenth year in a row.

Figure 4 Percentage of General Fund Unrestricted Revenues
Which Come From Petroleum
(FY 1977 - 1996)

ACTUAL O Low O Mid O High

Percent (%)
100
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60 [ zniell¥
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Current Qil Market Situation
~=atrent Vil Market Situation

World Market

OPEC agreed in September to raise it’s production quota to 24.5 million bbl/day. Most
observers felt that this was a necessary step since it legimitized current production levels and
established a level of production which, if adhered to, would lead to higher ojl prices during the
fourth quarter. The specter of a return of Iraqi crude oil into the world market continues to plague
the market and inhibit OPEC’s ability to implement a workable production policy. Oil prices
Jumped roughly $2.00/bbl after the September 1993 OPEC agreement but have recently fallen back
approximately $1.00/bb].

OPEC production Capacity and output continues to climb even as the new production
agreement has gone into place (Table 5). At the same time, oil demand growth has been sluggish
worldwide. With this kind of weak market, it is no wonder that the oil market responds quickly to
news of progress in discussions between the United Nations and Iraq to lift the current sales

Figure 5 OPEC Production Table 5 OPEC Production
' (Thousand bbls/day)
Million Barrels/Day
30 30 Production
Country Qct 1993 0493, 01’94 Quota
] Algeria 750 750
BEN r= r 5 Gabon 290 287
T AT Indonesia 1,330 1,330
» 1. ml Iran 3,650 3,600
Bl 2 g 600 400
b aln 7] hl Kuwait 2,020 2,000
15 r" 15 Ll'bya' 1,390 1,390
Nigeria 1,880 1,865
Qatar 410 378
10 10 Saudi Arabia’ 8,070 8,000
UAE 2,170 2,161
Venezuela 2.360 2.300
5 5 TOTAL 24,920 24,461
0 el . . : o Source: Petroleum Intelligence Weekly (11/1/93),
D8l & 888 & 8 89 o o o
Calendar Year “Share Neutral Zone output.
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Alaska North Slope Market

So farin FY 1994, ANS oil prices have averaged $15.50/bbl -- nearly $2.50/bbl lower
than the FY 1993 average of $17.92/bbl. Ample supplies coming into the U.S. along with a
skittish market over the prospect of the lifting of sanctions imposed on Iraqi crude oil sales are
the greatest factors contributing to the lower prices.

BP Exploration announced it’s official selling prices for November 1993 as $15.44/bbl
on the West Coast and $16.02/bbl on the Gulf Coast. Recent spot prices have been running
more than $1.00/bbl lower than BP’s official prices.

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 to Eastern U.S. destinations may cease after 1996. Greater transporta-
tion 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 6 : ANS Spot Price
January 1988 - September 1993

l West Coast Gulf Coast I

$/Barrel

STUVER VS AVIRAA LATIE SENI IS EPEPE SIS IVER ST (U P | PN IR ETUPO RPN SPSIN NVRID EFETE SPOVES T PR IPET O 10

0
JBBA J OJB9A J OJ0OA J OJ9IA J OJ2A J OJ93 A J O
Month/Year
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Forecast Assumptions
ANS Lower 48 Prices

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

market are based on the last tweive months of market data.

table below.

Currently, prices reported by the producers for both severance tax and royalty purposes
track closely with spot prices. Royalties are reported using a value which is determined by a
market basket tied closely to ANS spot price. Producers are requiredtofile a quarterly estimated
Severance tax payment based on spot price.

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 determines the wellhead value.

Table 6 Scenarios for ANS Oil Price

Gulf Coast and West Coast
($/bbl)
Fiscal Low Mid High
Year West Gulf West Guif West Gulf
1994 1504 1582 1589 16.71 16.61 17.48
1995 1491 1565 1679 17.63 1827 19.18
1996 1524 16.00 17.52 1839 18.99 19.94

2000 17.80 17.80 22.93 2293 26.16 26.16
2005 19.94 1994 2848 28.48 36.45 3645
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Figure 8
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ANS at the U. S. West Coast
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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.

35
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Transportation Costs to Lower 48 Markets

The weighted average Lower 48 shipping cost averaged $1.62/bbl in FY 1993, $0.38/bbl
higher than in the prior year. This increase was mostly attributable to tight markets in the higher
cost Gulf trade, where there is significant chartering, and results of the Oilspill Pollution Act of
1990 (OPA9Y).

As ANS production declines and West Coast petroleum demand increases, shipments to
the Gulf will diminish. This 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 ($ )
Year Low Mid High
1994 1.48 1.48 1.49
1995 1.53 1.54 1.54
1996 1.49 1.50 1.51
2000 1.40 1.47 1.50
2005 1.81 1.93 2.03
Figure 9 Total Transportation Costs to Lower 48
Pipeline and Tanker
$/Barrel '
6.00 6.00

5.50 5.50

5.00

4.50

4.00 4.00

3‘50L_Mxl‘ I T W | ISR L TSI T ST O N e 350

J88 M S JEO M § J90OM S J191 M s J92 M S Jo3 M §
Month/Year
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Trans Alaska Pipeline System Tariffs

The Trans Alaska Pipeline System (TAPS) tariff is determined according to the TAPS
Settlement Method, a ratemaking method agreed upon by the Pipeline owners and the State of
Alaska. This agreement allowed an accelerated recovery of the construction costs and a fixed
profitof an inflation adjusted $0.35/bbl. This resulted in higher tariffs from 1977-85 in exchange
for lower tariffs in the late 1980°s and 1990’s.

As can be seen in the table below, the tariff method has worked as intended with the
exception of FY 1990 and FY 1991 when the tariff increased due to corrosion repairs, lower than
expected TAPS throughput and oil spill mitigation expenditures due to the EXXON VALDEZ
accident.

In FY 1993, the average tariff filed was $3.24/bbl. Historical and forecasted tariffs are
represented in Table 8 below. New tariffs take effect January Ist of each year.

Table 8 Scenarios for TAPS Tariffs
($/bbl)

Fiscal
Year ACTUAL Lew Mid High
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 2.97 2.98 2.99
1995 2.98 3.00 3.03
1996 2.88 2.92 2.93
2000 2.90 3.06 3.10
2005 4.05 4.47 4.58
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Table 9 Scenarios for ANS Wellhead Price

Figure 10 ANS at the Wellhead

$/Barrel

25 - - - -

200 - -

Wellhead Price for ANS

The wellhead value of ANS, along with production, is the basis for both State severance

tax 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.)

($/bbl)

Fiscal

Year Low Mid  High

1994 10.63 11.57 12.22
1995 10.56 12.40 13.83
1996 10.99 13.18 14.62

2000 12.96 18.05 21.27
2005 13.23 21.39 29.63

30
- HISTORICAL PROJECTED ]
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Oil Production Outlook

Summer maintenance on the North Slope, installation of the GHX-2 facility at Prudhoe
Bay and the start up of the West Beach, Point Mclntyre and North Prudhoe Bay State fields have
slowed the decline of ANS production. Preliminary fourth quarter 1993 output has peaked at
1.8 million bbl/day and will average about the same as the fourth quarter, 1992.

Prudhoe Bay’s gas handling facility project, which began in 1990, is to be completed with
the installation of the last of the GHX modules in August of 1994. Our forecast actually does
not take this into account. Incremental boosts from the gas handling project will add about 800-
million barrels in recoverable reserves to the life of the field.

The Point Mclntyre field, which began production in early October 1993, is producing 0.085
million bbl/day and should peak at 0.103 million bbl/day in 1996. The West Beach, Point
MclIntyre and North Prudhoe Bay State oil is being commingled with oil from the Lisburne field
and processed for shipment to TAPS at the Lisburne production facility.

Field enhancement, the addition of the three new North Slope satellite oil fields and the
prospect of a commercial find in the Cook Inlet (the Sunfish prospect in the North Foreland
field) should keep the decline in Alaska production from four to five percent per year through
1999. Projected statewide production is shown in Figure 11 below.

Figure 11 Simulated Oil Production
Total Alaska and Mid Case Prudhoe Bay

. . Prudhoe Bay
Low Mid High

Mid Case
===

Million Barrels/Day
2.0 2.0

1.5

1.0

0.5

0.0

1995 1997 1999 2001 2003

Fiscal Year
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Other Non-Qil Revenue Sources Assumptions

Oil Corporate Taxes

Oil corporate taxes for FY 1993 generated $834.7 million compared to $165.5 million
collected in FY 1992, However, $630.0 million of the FY 1993 monies was due to collection of

prior year income.

Non-Oil Corporate Taxes

Non-petroleum corporate taxes generated $37.6 million in FY 1993 compared to $33.7
million in FY 1992. The increase in non-petroleum corporate tax revenue was due to enhanced
business activity. '

Property Taxes

The current oil and gas property tax, which is levied at 20 mills on the full and true value
of oil and gas property, is expected to continue to decline. The decrease for FY 1992and FY 1993,
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 exists 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.

Intergovernmental Receipts

Federal Shared Revenues, which consist of several categories, totaled $12.8 millionin FY
1991 but dropped to $6.7 million in FY 1992 and to $5.6 million in FY 1993, 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 unorganized boroughs as well (Chapter 37, SLA 1991). The monies are intended
to support roads and schools affected by national forest activities.
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Section 8(g) funds are the result of a negotiated settlement between the State and federal
government several years ago with a specific payment schedule. The revenue figure increased

from $2 million in FY 1991 and will be $4.7 million annually for the period FY 1992 through
FY 1996 when the numbers will again be adjusted upward.

Investment Earnings

The projections are based on projected out-going 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 1993 investment earnings were $70.9 million.

Facilities and Related Charges

The main revenue item in this category is ferry system receipts which amounted to $40.8
million in FY 1993. 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.
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Methodology

The Department of Revenue uses a wide variety of models and techniques
to forecast petroleum severance taxes and royalties and the other non-petroleum
sources. The main petroleum forecasting model is a marketing and production
simulation model which projects severance tax and royalties on a company-by-
company, field-by-field basis through the year 2050. '
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Scenarios Over the Short-Term

Low Scenario

SUMMARY: The Low Scenario assumes Jfalling worldwide oil consumption in response to
global economic stagnation. OPEC struggles to remain a credible organization as production
capacity grows in the face of low oil prices.

a

Low Scenario assumptions:

1. Global oil consumption falls by 0.30 million bbl/day in 1994 and a further 0.10
million bbl/day in 1995. This is in response to a lingering economic recession in
Europe, the continued collapse of the economy of the CIS and the beginning of
an economic downturn in North America.

2. Non-OPEC supply remains flat in 1994 and increases by 0.30 million bbl/day
in 1995 as increasing production in non-OPEC frontier areas offsets a continued
slide in production from the CIS.

3. OPEC market share increases 1.0 million bbl/day in 1994 but falls to 24.9
million bbl/day in 1995,

4. Production capacity increases in Saudi Arabia, Kuwait and Iran, combined
with an increasing likelihood of exports from Iraq, make cooperation over
production allocation within OPEC increasingly difficult. Market share issues
lead to active price competition by OPEC members keeping oil prices for ANS
quality oil below $15.00/bbl.
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Mid Scenario

SUMMARY: The Mid Scenario assumes modest growth in oil consumption in 1994 and 1995 as
the rate of economic deterioration in the CIS and Eastern Europe moderates while the rest ofthe world
returns to a modest upward economic
amarginally credible OPECre
bbl target.

growth path. Phased reentry of Iraq into the oil market and
sponse keep oil prices relatively steady-although below the official $18/

ANS Gulf : : ANS Production
1.682
1.612

)

Mid Scenario assumptions:

1. Global oil consumption grows by 0.6 million bbl/day in 1994 and 1.2 million
bbl/day in 1995 as the world economy enjoys modest growth. Severe economic
depression continues in the CIS and Eastern Europe.

2. Non-OPEC supply declines by 0.40 million bbl/day in 1994 and 0.20 million
bbl/day due to a combination of continued low real $ oil prices and physical
depletion, discouraging investment and offseting new frontier production.

3. OPEC market share grows to 26.3 million b
bbl/day in 1995.

bl/day in 1994 and 27.7 million

4. Most of the increase in OPEC market share is met by the return of Iraq into
the market in late 1994 and greater production by Kuwait, Iran and Saudi
Arabia. The continued battle for market share keeps oil prices from achieving
the OPEC target of $18.00/bbl.
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18.80
18.98
18.91
20.23
20.97
22.37
21.74

-21.33

21.88
21.67
20.34
19.38
19.01
20.02
20.30
20.26
19.92
19.06
17.86
17.98
17.34
17.53
17.40
17.43
17.74
17.74
17.74
17.49
17.49
17.49
17.32
17.51
17.77
17.65
17.53
17.87
18.06
18.25

Table 16 Projected and Historical Crude Oil Spot Prices !
For Alaska North Slope Crude and Domestic Marker
($/barrel)
Low Scenario
Production ANS at ANS at ANS at
Mow/YR Wellhead West Coast  Gulf Coast
Historical  JAN 92 9.51 14.92 15.74
FEB 9.81 15.30 16.17
MAR 10.17 15.50 16.29
APR 11.21 16.96 17.77
MAY 12.47 18.03 18.62
JUN 14.04 20.20 20.56
JUL 14.23 19.40 19.65
AUG 13.26 17.97 18.82
SEP 13.33 18.46 19.31
OCT 13.33 18.71 19.43
NOV 12.41 17.46 18.26
DEC 11.09 16.23 17.19
JAN 93 11.03 15.54 16.59
FEB 12.07 16.78 17.90
MAR 12.63 17.35 18.34
APR 13.26 18.17 18.30
MAY 13.07 17.47 17.99
JUN 11.87 16.02 17.02
JUL 10.85 14.84 15.89
AUG 10.77 15.42 16.21
SEP 10.52 14.91 15.51
Projected OCT 10.51 14.78 15.52
NOV 10.47 14.78 15.52
DEC 10.74 15.05 15.80
JAN 94 10.69 15.05 15.80
FEB 10.68 15.05 15.80
MAR 10.47 14.84 15.58
APR 10.47 14.84 15.58
MAY 10.47 14.84 15.58
JUN 10.47 14.84 15.58
QTR1  FY95 10.32 14.70 15.43
QTR2 FY95 10.47 14.86 15.60
QTR3 FY95 10.78 15.08 15.83
QTR4 FY95 .10.68 14.98 15.73
QTR1 FY9%6 10.60 14.90 15.64
QTR2 FY9% 10.89 15.19 15.95
QTR3 FY9%6 11.16 15.35 16.12
QTR4 FY9 11.31 15.51 16.29
lHistorical ANS spot prices are taken from Platt’s Oilgram Price Report.
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High Scenario

$18.00/bbl price.

SUMMARY: The High Scenario assumes oil consumption grows significantly in 1994 and 1995 as
robust economic growth occurs in the world economy moderated somewhat by continued severe
depression in the CIS and Eastern Europe. Greater oil demand eases the transition of Iraq back into
the oil market without severe downward pressure on oil prices and OPEC is able to achieve its target

FY1994 23003 1748
FY 1995 23693 1918

CFY1996 23917 1994

High Scenario assumptions:

1. Oil consumption grows by 1.20 million bbl/day in 1994 and 1.9 million bbl/
day in 1995 driven by an increase in economic activity world-wide.

2. Non-OPEC supply falls by 0.6 million bbl/day in 1994 and 0.5 million bbi/
day in 1995 as production in the CIS continues to overwhelm production
increases in frontier areas.

3. OPEC market share grows to 27.3 million bbl/day in 1994 and 29.6 million
bbl/day in 1995.

4. The strong demand for OPEC crude oil allows the re-entry of Iraq into the
market without a significant downward impact on oil prices. OPEC manages
to keep production at a level which roughly supports their target price of
$18.00/bbl.
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Table 17 Projected and Historical Crude Oil Spot Prices 1

For Alaska North Slope Crude and Domestic Marker
($/barrel)

Mid Scenario

Production ANS at ANS at ANS at
Mon/YR Wellhead West Coast Gulf Coast  WTI
Historical JAN 92 9.51 14.92 15.74 18.80
FEB 9.81 15.30 16.17 18.98
MAR 10.17 15.50 16.29 18.91
APR 11.21 16.96 17.77 20.23
MAY 12.47 18.03 18.62 20.97
JUN 14.04 20.20 20.56 22.37
JUL 14.23 19.40 19.65 21.74
AUG 13.26 17.97 18.82 21.33
SEP 13.33 18.46 19.31 21.88
OCT 13.33 18.71 19.43 21.67
NOV 12.41 17.46 18.26 20.34
DEC 11.09 16.23 17.19 19.38
JAN 93 11.03 15.54 16.59 19.01
FEB 12.07 16.78 17.90 20.02
MAR 12.63 17.35 18.34 20.30
APR 13.26 18.17 18.30 20.26
MAY 13.07 17.47 17.99 19.92
JUN 11.87 16.02 17.02 19.06
JUL 10.85 14.84 15.89 17.86
AUG 10.77 15.42 16.21 17.98
SEP 11.36 14.91 15.51 17.34
Projected OCT 11.35 15.63 16.41 17.53
NOV 11.32 15.63 16.41 18.40
DEC 12.02 16.34 17.15 18.43
JAN 94 11.95 16.34 17.15 19.26
FEB 11.95 16.34 - 17.15 19.26
MAR 12.01 16.40 17.22 19.26
APR 12.01 16.40 17.22 19.33
MAY 12.01 16.40 17.22 19.33
JUN 12.01 16.40 " 17.22 19.33
QTR1 FY95 11.88 16.29 17.10 19.19
QTR2 FY95 12.32 16.74 17.58 19.73
QTR3 FY95 12.81 17.18 18.04 20.24
QTR4 FY95 12.57 16.94 17.78 19.96
QTR1 FY96 12.61 16.98 17.83 19.97
QTR2 FY9%6 12.97 17.35 18.21 20.41
QTR3 FY9%6 13.41 17.69 18.57 20.81
QTR4 FY9%6 13.74 18.04 18.93 21.22

lHistorical ANS spot prices are taken from Platt’s Qilgram Price Report.
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Table 18 Projected and Historical Crude Oil Spot Prices!
For Alaska North Slope Crude and Domestic Marker
($/barrel)
High Scenario

Production ANS at ANS at ANS at
Mow/ YR Wellhead West Coast  Guif Coast wWri1
Historical JAN 92 9.51 14.92 15.74 18.80
FEB 981 15.30 16.17 18.98
MAR 10.17 15.50 16.29 18.91
APR 11.21 16.96 17.77 20.23
MAY 12.47 18.03 18.62 20.97
JUN 14.04 20.20 20.56 22.37
JUL 14.23 19.40 19.65 21.74
AUG 13.26 17.97 18.82 21.33
SEP 13.33 18.46 19.31 21.88
OCT 13.33 18.71 19.43 21.67
NOvV 1241 17.46 18.26 20.34
DEC 11.09 16.23 17.19 19.38
JAN 93 11.03 15.54 16.59 19.01
FEB 12.07 16.78 ©17.90 20.02
MAR 12.63 17.35 18.34 20.30
APR 13.26 18.17 18.30 20.26
MAY 13.07 17.47 17.99 19.92
JUN 11.87 16.02 17.02 19.06
JUL 10.85 14.84 15.89 17.86
AUG 10.77 15.42 16.21 17.98
SEP 11.84 16.18 16.99 19.05
Projected OCT 11.90 16.18 16.99 19.05
NOV 11.86 16.18 16.99 19.08
DEC 12.87 17.20 18.06 20.28
JAN 94 12.79 17.20 18.06 20.28
FEB 12.79 17.20 18.06 20.28
MAR 13.20 17.62 18.50 20.77
APR 13.20 17.62 18.50 20.77
MAY 13.20 17.62 18.50 20.77
JUN 13.20 17.62 18.50 21.14
QTR1 FY95 13.49 17.94 18.83 21.42
QTR2 FY9s5 13.73 18.18 19.09 21.92
QTR3 FY95 14.17 18.60 19.53 21.63
QTR4 FY95 13.93 18.36 19.28 21.55
QTR1 FY96 13.89 18.32 19.23 22.10
QTR2 FY96 14.35 18.79 19.73 22.60
QTR3 FY9 14.91 19.2] 20.17 23.12
QTR4 FY96 15.34 19.65 20.63 24.53

]Historical ANS spot prices are taken from ﬂﬂﬁl&&hmm_&mn
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In this forecast we discuss only three of the many possible
future price and production outcomes affecting Alaska oil revenues.

To assist in examining a greater number of possible future oil
Tevenue outcomes, a revenue matrix has been developed for both FY
1994 and FY 1995. The Alaska State Revenue Matrices on the two
pages that follow provide an estimate of State General Fund unre-
stricted revenues for various alternative ANS price and production
levels.
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Table 19

Alaska State Revenue Matrix!

Unrestricted General Fund

(Millions of Dollars)
FY 1994
Alaska North Slope Production
Millions of barrels/day
Avg ANS
Lower 48? 1.50 1.55 1.60  1.65 1.70 175  1.80 1.85 1.90
$10.00 1,400 1420 1,440 1450 1470 1,490 1,500 1520 | 540
$11.00 1,460 1480 1,500 1,520 1540 1,550 1,570 1,590 1,610
$12.00 1,560 1,580 1,600 1,630 1,650 1,680 1,700 1720 1,750
$13.00 1,670 1,700 1,730 1,760 1,790 1,820 1,840 1,870 1,900
$14.00 1,790 1,820 1,850 1,890 1,920 1,960 1,990 2,020 2,060
$15.00 1,900 1,940 1980 2,020 2060 2,100 2,140 2,170 2,210
$16.00 2,020 2,060 2,100 2,150 2,190 2,240 2,280 2,330 2,370
$17.00 2,130 2,180 2,230 2280 2330 2,380 2430 2,480 2,530
$18.00 2,250 2,300 2,350 2,410 2,460 2,520 2,570 2,630 2,680
$19.00 2,360 2420 2,480 2540 2,600 2,660 2,720 2.780 2,840
$20.00 2,480 2,540 2,600 2,670 2,730 2,800 2,860 2,930 2,990
$21.00 2,590 2,660 2,730 2,800 2,870 2,940 3,010 3,080 3,150
$22.00 2,700 2,780 2,850 2,930 3,000 3,080 3,150 3,230 3,300
$23.00 2,820 2,900 2,980 3,060 3,140 3,220 3,300 3,380 3,460
$24.00 2,930 3,020 3,100 3,190 3,280 3,360 3,450 3,530 3,620
$25.00 3,050 3,140 3230 3320 3410 3,500 3,590 3,680 3,770
$26.00 3,160 3,260 3,360 3,450 3,550 3,640 3.740 3,830 3,930
$27.00 3,280 3,380 3,480 3,580 3,680 3,780 3,880 3,980 4,080
$28.00 3390 3,560 3,610 3,710 3,820 3,920 4,030 4,130 4,240
$29.00 3,510 3,620 3,730 3,840 3,950 4,060 4,170 4,280 4,400
$30.00 3,620 3,740 3,860 3,970 4,090 4,200 4320 4,430 4,550

Gulf price in FY 1994,

' Assumptions other than price and production are based on the Mid Scenario of the
Department of Revenue Fall 1994 Forecast.

*The average ANS price for all Lower 48 sales is approximately $0.68/barrel less than the U.S.
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Table 20

Alaska State Revenue Matrix!
Unrestricted General Fund
(Millions of Dollars)

FY 1995
Alaska North Slope Production
Millions of barrels/day

Avg ANS?

Lower 48 1.50 .55  1.60 1.65 .70 1.75 1.80  1.85 1.90
$10.00 1150 1,170 1,190 1210 1,230 1,250 1,270 1,290 1,310
$11.00 1,270 1,290 1,320 1,340 1,360 1,390 1,410 1,440 1,460
$12.00 1,380 1,410 1,440 1470 1,500 1,520 1,550 1,580 1,610
$13.00 1,500 1,530 1,560 1,600 1,630 1,660 1,690 1,720 1,750
$14.00 1,620 1,650 1,690 1,720 1,760 1,790 1,830 1,870 1,900
$15.00 1,730 1,770 1,810 1,850 1,890 1,930 1,970 2,010 2,050
$16.00 1,850 1,890 1,940 1,980 2,020 2,070 2,110 2,150 2,200
$17.00 1,970 2,010 2,060 2,110 2,150 2,200 2250 2300 2,340
$18.00 2,080 2,130 2,180 2,240 2,290 2,340 2390 2440 2,490
$19.00 2,200 2,250 2,310 2360 2,420 2,470 2,530 2,580 2,640
$20.00 2310 2370 2430 2490 2,550 2,610 2,670 2,730 2,780
$21.00 2,430 2,490 2560 2.620 2,680 2,740 2810 2.870 2,930
$22.00 2,550 2,610 2,680 2,750 2,810 2,880 2950 3,010 3,080
$23.00 2,660 2,730 2,800 2.870 2,940 3,020 3,090 3,160 3,230
$24.00 2,780 2,850 2,930 3.000 3,080 3,150 3220 3,300 3,370
$25.00- 2,900 2970 3,050 3,130 3,210 3290 3360 3440 3,520
$26.00 3,010 3,090 3,180 3,260 3,340 3,420 3,500 3,590 3,670
$27.00 3,130 3220 3300 3390 3,470 3560 3,640 3,730 3,810
$28.00 3250 3340 3420 3510 3,600 3,690 3,780 3,870 3,960
$29.00 3,360 3,460 3550 3,640 3,740 3830 3920 4,020 4,110
$30.00 3480 3580 3670 3,770 3,870 3960 4,060 4,160 4,260

' Assumptions other than price and production are based on the Mid Scenario of the
Department of Revenue Fall 1993 Forecast.

The average ANS price for all Lower 48 sales is approximately $0.68/barrel less than the
U. S. Gulf price in FY 1995,
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REVENUE FORECAST: LONG-TERM OUTLOOK
(FY 1997-2010)

This section focuses on the long term from FY 1997 through FY 2010. It provides
revenue projections for this period and also sets out the assumptions behind those projections for
the Low, Mid, and High Case Scenarios.

The graphs on the next page show the actual General Fund unrestricted revenues from
FY 1981 through FY 1993 and revenue projections for the Low, Mid and High Case Scenarios
from FY 1994 through FY 2010. Projections are provided in both nominal and real dollars.

The assumptions used for the FALL 1993 forecast for inflation rate, Alaska oil
production, the TAPS tariff and average ANS Lower 48 price are available on page 37. On
subsequent pages, the following tables are provided for each scenario:

1. Detailed revenue projections for each category of revenues.

2. North Slope and Cook Inlet petroleum production revenues.

3. The expected and historical prices for WTI and ANS Wellhead from
FY 1993 - FY 2010.

4. Simulated oil production by field.
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Figure 12 General Fund Unrestricted Revenue Projections
FY 1981 - 2010
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HISTORICAL REVENUES,
PRICES AND PRODUCTION

This section reports on historical revenues, prices and produc-
tion. The first two tables show General Fund revenues by type from
FY 1978 -FY 1992, and separates them into unrestricted and restricted
categories. The next table shows petroleum revenues by type from
statehood to the present (FY 1959 - FY 1992). Finally, historical prices
and production (FY 1978 - FY 1993) are shown in Table 35.
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Inaccordance with 37 .07.060(b)(4), Revenue Sources is compiled biannually by
the Department of Revenue to assist the Governor in formulating a proposed compre-
hensive financial plan for presentation to the State Legislature. Within the publication
are shown prior year actuals, revised current yearestimates, and future year projections.

Ahticipated State income is projected through the use ofa uumb’et of datasources:

1) econometric models developed by the Department of Revenue to forecast unre-

stricted non-petroleum revenues, 2) a petroleum revenue model created by the
Department’s Oil and Gas Audit Division, and 3) estimates from individual State

~agencies.

The Department of Revenue thanks the various State agencies for their coopera-
tion in computing anticipated revenues for publication in this document,

This publication was released by the Department of Revenue, pro-
ducedatacostof $1.65 percopy to assist the Governorin formulating
aproposed comprehensive financial plan for presentation to the State
Legislature and printed in Anchorage, Alaska. This publication is
required by AS 37.07.060.
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