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g K TONY KNOWLES, GOVERNOR
V_
Co P.0. 30X 110400
derpaimienT of Reveme Ul
OFFICE OF THE COMMISSIONER FACSIMILE: (907;465-2369

December 6, 1995

The Honorable Tony Knowles
Governor of Alaska

P.O0.Box 110001

Juneau, Alaska 99811-0001

Dear Governor Knowles:

Enclosed is our fall revenue forecast | am happy to report that FY95 general fund unrestricted revenues were nearly
S200 million higher than we forecast last spring. Well over halfof this increase results from higher than expected
Corporate Income Tax receipts and from a partial resolution of the dispute relating to the Supplemental Benefits System .

and Executive Life Insurance Company.

Our short-term (FY96-FY98) forecast is only slightly changed from last spring. ANS prices have averaged close to our
spring base case of S16.52/bbl thus-far in FY96. In the last two months, however, wexk U.S. demand and new non-
OPEC production have slightly depressed prices. To reflect this trend, we lowered our forecast base case price for FY96
to S16.36/bbl, and for FY97 to 516.4 I/bbl. Production from the North Slope has been siightlv below the 1.5 million
bbl/day we forecast last spring. Production should increase somewhat this winter because colder temperatures increase
operating efficiencies. We now forecast ANS production to average 1.4°,9 million bbl/day in FY96 and 1.409

million bbl/day in FY97.

Offsetting these slight declines in oil prices and volumes are increases in our projected non-oil and gas revenues,
particularly corporate income taxes. The netresult ofthese changes is a slight upward revision in short-term revenues
from last spring to S1,381.5 million in FY96 and S1,837.6 million in FY97.

Our long-range price forecast is almost identical to last spring’s; nothing has changed which would lead us to change our
assessment of the basic oil market outlook. Last spring we forecast that prices would remain at their present levels, after
adjusting for inflation. for the next three o: four years. For the next two years we believe increased production from non-
OPEC countries will satisfy almost all the increase in worldwide demand. Thereafter, OPEC should be able to more
effectively make its weight felt in the marketplace as a consequence cf their increasing production share. We forecast
modest, long-terin real price increases (beginning in FY99) occasioned by OPEC’s ability to capture most of the

incremental demand.

Anticipated state revenues for the longer term, FY98-FY 2010, have declined an average of S175 million per year from
the forecast we issued in the spring. The decline results from areduction in our forecast of North Slope production
volumes offset somewhat by a projected increase in non-oil and gas revenue.

In the past, the focus of state policy makers has been on revenue forecasts permining to the current and following fiscal
years. For this reason, the Department of Revenue developed a well-documented method seven years ago for making
short-term forecasts. Last spring, with the focus shifting toward a long-range financial plan, the long-term revenue
forecast became much more important. As oil production from the North Slope continues to decline, our longer term
forecasts will probably become even more important. For this reason, the Department of Revenue, in conjunction with
iliis fall forecast, thoroughly reviewed the procedures and computer models used for these long-term forecasts. As a
result of this review, we concluded that our long-term forecast requires modification in r.vo areas: (1) the forecasting
procedures for oil and gas production volumes; and (2) the longer term outlook from nor.-oil and gas revenues.



two largest reservoirs - Prudhoe Bay and Kuparuk - need to be revised. The need for these revisions resulted from using
a computer model to forecast long term North Slope production. Certain variables in the model were misspeciiied and
some of the assumptions used in that model were incorrect.

As a consequence of the increasing importance ofthe Department's long-range revenue forecast, we propose to make
the following changes in our forecast procedures: *

O First, we propose to undertake a long-range forecast only once ayear, tn the fall. Our spring forecast, then,
would focus only on the two most current fiscal years.

O Second, we propose to place more emphasis on our long-range price forecast As you may know, we have a
well-established process for forecasting short-term future oil prices. In this process we involve stafffrom our
department, the Department of Natural Resources, the Alaska Oil & Gas Conservation Commission, the
University of Alaska, and the Legislature. We propose to extend the focus o f this process to the long term.

0 Third, we propose amuch more rigorous procedure for volume forecasting, similar to the oae we currently use
for short term price projections. *

While we are confident that our detailed review uncovered any material discrepancies resulting from the use ofthe
model in earlier forecasts, we decided to have ateam of specialists from outside the Department do acomprehensive
audit of our recent long-term forecasts. The auditors have been asked to make recommendations regarding how we go
about our long-term forecasts and to carefully review the very complex model we are now using to predict long range
production volumes. After the audit is complete and our contractors make their own recommendations, we may further
modify our procedures for longer-tenn revenue forecasting.
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REVEINUE FORECAST SUMMARY

Outlook for Short Term (FY 1996 - FY 1998)

FY 1996 Alaska North Slope (ANS) Lower 48 oil prices have averaged S16.60/bb! thus far, 5.08/bbl
above our base case assumption made last spring. (ANS Lower 48 averaged 516.83/bblin FY 1995.) The
Organization of Petroleum Exporting Countries (OPEC) hasproduced ator slightly above its 24.5 million
barrel per day quota since September 1993. In November 1995, OPEC members agreed to roll over its
current quota anothersix months. Continued increases in non-OPEC production— mainly due to prolific
new fields coming on-line in the North Sea— have met most of the incremental demand leaving OPEC

little choice butto try to hold the line on production.

The base case scenario assumptions used for this forecast are only modestly changed from those
used for the spring 1995 forecast with minor adjustments in the both price and production outlook. Two

alternative price scenarios are also presented in this forecast. The scenarios are summarized as follows:

Base Case Scenario: Continued global economic growth results in increasing worldwide oil
consumption. OPEC continues to hold the line on overall member production levels while non-
OPEC suppliescontinue to increase with new production coming on-line from the North Sea. The
production decline in the Commonwealth of Independent States (CIS) bottoms out. Oil prices

remain relatively stable in FY 1996 and rise minimally in FY 1997.

Low Price Alternative: Globaloilconsumptionissluggish asglobaleconomic activity slows. The
embargo on Iraqgi production is partially lifted. Non-OPEC production increases significantly as
production from new development projects outpaces declines from older fields. There is

persistent downward pressure on oil prices.

High Price Alternative: Oil consumption increases rapidly in -esponse to a very robust global
economy. Increased consumption puts pressure on available crude supplies and oil prices rise in

response as growing market share allows OPEC to achieve both higher production and prices.

Tabic 1 General Fund Unrestricted Revenues and ANS Lower 48 Price
Base Case Low Price Alternative High Price Alternative
(SMiH (S/bbl) (SMil) (S/bbll (SMil)
FY 1995 PrelimActual 2,079.6 16.83 2.079.6 16.83 2.079.6 16.83
FY 1996 1,881.3 16.36 1.691.7 15.61 2,077.9 17.08
FY 1997 1,837.6 16.41 1.581.6 14.67 2.084.6 17.93

FY 1998 1,S20.6 16.69 1J24.S 14.66 2,046.2 18.53



Outlook for Long Term (FY 1999 - FY 2015)

The long-term outlook for S'- . ,=venues assumes that the current fiscal system
remains the same in the future with . ,pect 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 Ba.y oil field. Changes
in this forecast from that made lastspring reflectareduced ourJook for Prudhoe Bay, aresult
of acorrection in our long-run production feasibility model and a modest reduction in our
baseline assumptions about black oil consistent with our assumptions about natural gas
liquids (NGL). Although higheroil prices may offset some ofthe impactoflowerproduction

levels, revenues will decline barring new oil and gas discoveries.

The current base case oil production forecast projects total Alaska oil production to
be one-halfcurrentlevels (approximately .75 million bbl/day) by FY 2009. For the base case,
real (after-inflation adjusted) oil prices are assumed to fall slightly to 1998, then on average to-
keep pace with inflation and increase at .5 percent per year starting in 1999. For the low price
alternative, reai oil prices are estimated to decrease at2 percent peryear. And. for the high price

alternative, real prices will grow at 1.6 percent per year.

Clearly, Alaska will be amajor oil producing region for years to come; hov/ever, if oil
prices remain roughly the same, halving production would reduce State oil revenues by more
than one-half since the severance tax rate will fall as production falls. This is the effect of the

Economic Lim it Factor (ELF) and is illustrated in Figure 2.

This forecastis based on production from known fields. Itdoe notinclude any revenues
from oil fields which may be discovered and developed, such as potential fields contained in the

Arctic National W ildlife Refuge (ANWR).

A
C("fgg,]g'g """ General Fund Unrestricted Revenues and ANS Lower 48 Price
Base Case Low Price Alternative  High Price Alternative
fSMil)  fS/bbl) CSMil)  CS/bbl) fSMil)  fS/bbl)
FY 1999 1,890.2 17.97 1,436.2 14.65 2,121.2 19.85
FY 2000 1,886.1 18.64 1,3436 1451 2,248.5 20.88
FY 2001 1,846.7 19.34 1,250.4 14.57 2,292.6 21.98




Hgure | General Fund Unrestricted Revenues
FY 1995 Preliminary Actual and FY 1996 - FY 2015 Estimates
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Figure 2 Decline of Economic Limit Factor (ELF)
Forecast for Fields With Current ELF Greater Than Zero
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Figure 3 Ain’'S Lower 4S Spot Prices
FY 1995 Preliminary Actual and FY 1996 - FY 2015 Estimates
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Figure 4 ANS Production: Black Oil and NGLs
FY 1995 Preliminary Actual and FY 1996 - FY 2015 Estimates
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REVENUE FORECAST: SHORT-TERM OUTLO OK
(FY 1996 - FY 1998)

This section underlines the importance of petroieum rev-nues to Alaska’s total
revenues; discusses the current oil markets; sets out the petroleum forecast assumptions;
describes the other revenue source assumptions; discusse' che methodology used to generate

the price and production projections; and finally, concludes with asummary of the short-

term oil price assumptions.

General Fund Unrestricted and Restricted Revenues

This section analyzes unrestricted revenues for the remainder of FY 1996 to FY 1998.
The Alaska State Legislature has discretionary control over the exp diture of all unre-
stricted revenues. Other funds which are part of the budget are restricted by either (1) the

federal government, (2) State statute, or (3) constitutional dedication.

Due to the nature of the limitation for expenditure of restricted revenues, this

publication addresses unrestricted revenues only.

The table o the next three page shows preliminary actual General Fund unrestricted
revenues for FY 1995. Additionally, General Fund unrestricted revenues are projected for FY

1996 through FY 1998 for the fall 1995 base case scenario and low and high price altema.ives.
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REVENUE FORECAST: SHORT-TERM OUTLOOK
(FY 1996 - FY 1998)

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 other revenue source assumptions; discusses che methodology used to generate
the price and production projections; and finally, concludes with asummary of the short-

term oil price assumptions.

General Fund Unrestricted and Restricted Revenues

This section analyzes unrestricted revenues for the remainder of FY 1996 to FY 1998.
The Alaska State Legislature has discretionary control over the expenditure of all unre-
stricted revenues. Other funds which are part of the budget are restricted by either (1) the

federal government, (2) State statute, or (3) constitutional dedication.

Due to the nature of the limitation for expenditure of restricted revenues, this

publication addresses unrestricted revenues only.

The table on the next three page shows preliminary actual General Fund unrestricted
revenues for FY 1995. Additionally, General Fund unrestricted revenues are projected for FY
1996 through FY 1998 for the fall 1995 base case scenario and low and high price alternatives.
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FOOTNOTES

Tax settlemenis in FY 95 Iltal must be paid to the Constitutional
Budget Reserve Fund (CBRF) arc not included in estimated
revenues.

Amounts include that portion ($34.4 million in FY 95) annually
shared through the municipal assistance program (AS 29.60.350).
Reflects enactment of the modified conservation surcharge
on oil (Ch. 128. SLA 1994).

Amounts represent the State’s share of total oil and gas properly
taxes collected. Estimated total property taxes and the municipali-
ties’ share respectively are as follows (millions $): FY 96: $304.5
and $250.6; FY 97: $296.5 and $245; FY 98: $287.7 and $238.4.
Includes amounts annually shared to qualified municipalities
(AS 43.40.010).

The $39 million for FY 95 is the remainder after tax credits have
been applied. Amounts collected alter tax credits are subject to
municipal revenue sharing (AS 43.75.130). In FY 95 the shared
revenues were $19.4 million.

Provides annual funding, based on collections, for qualified re-
gional aquaculture associations (AS 43.76 and AS 29.60.450).
Provides annual funding, based on collections, for the Alaska
Seafood Marketing Institute (AS 16.51.160).

The salmon marketing lax applies to permit holders per AS 43.76

and became effective July 1, 1993.

(10) The fish landing tax per AS 43.77 became effectiveJanuary 1,1994.

(11)

(12)
(13)

Revenue collections begain in FY 95. Due to pending litigation
regarding the constitutionality of the landing tax, it is undeter-
mined at the time of publication whether to share with municipali-

ties or escrow taxes until the litigation is resolved.

* ) percent of tax shared witlt local taxing authorities (AS
10.25.570).

Reflects enactment of the Gaming Reform Act (AS 05.15).
Most fees charged by various agencies are restricted program
receipts and not General Fund unrestricted revenues.

(14)

(15)
(16)

(17)

(18)

(19)

(20)

(21)

Amounts include that portion ofamusement and gaming licenses
(AS 43.35.050) and liquor licenses (AS 04.11.610) annually
shared to qualified municipalities.

Net of Permanent Fund and Public School Fund contributions.
Nalional forestreceipts transferred to organized and unorganized
boroughs per Chapter 37, SLA 1991.

The OCS “8(g)" (disputed federal bonus from 1979 Beaufort Sea
sale) monies normally deposited in the General Fund arc now
transferred to the budget reserve fund (CB RF) based on tltc Alaska
Supreme Court opinion of April 4, 1994.

Figures for FY 95 reflect the State’s unrestricted General Fund
share of actual State lease sales: FY 95 (Sale 78, Cook Inlet,
Oiober 31, 1994, $1.654,137).

The Department of Natural Resources projects the following
tentative FY 96, FY 97, and FY 98 stale lease sales: FY 96 (Sale
67A-W2, Cook Inlet, November 1995— Sale 74W, Cook Inlet, No-
veml>er 1995—Sale 76 W, Cook Inlet, November 1995— Sale 78W,
Cook Inlet, November 1995— Sale 80, Shaviovik, Dcccmlircr 1995); FY
97 (Sale 85A, Cook Inlet, December 1996— Sale 86, Central
Beaufort Sea, April 1997); FY 98 (Sale 87, North Slope, March,
1998). Amounts from bonus bids cannot be anticipated piinr in
sales; therefore, no estimates are provided.

Chapter 193, SLA 1990,established the Alaska Marine Highway
System Fund and provided that gross revenues of the State ferry
system be deposited in the fund which may then he appropiialcd
for operating and capital expenditures.

The State, per AS 38.05.180, may grant incentive credits against
royalties, severance taxes and rentals to companies for drilling
exploratory wells. Credits granted for FY 95 hove not been
deducted from total unrestricted revenues. Additional credits ate
anticipated in subsequent years.



Petro’eum Revenues

Petroleum revenues accounted for 78 percent of General Fund unrestricted revenues
in FY 1995. The majority of total State petroleum production revenues continues to come
from the Alaska North Slope (96 percent in FY 1995). The Figure below shows the

relationship of petroleum revenues to all revenues for FY 1995.

Figure 5 FY 1995 General Fund Unrestricted Revenues



Petroleum revenues consistof: (1) severance taxes (also called production taxes); (2)
royalties on oil and gas from State and federal lands; (3) corporate income taxes from

corporations producing and transporting oil and gas; (4) oil and gas property taxes; and (5)

oil and gas rents and lease bonuses.

Figure 6 below shows detailed petroleum and non-petroleum revenues as percentages

of total General Fund unrestricted revenues.

FY 1995 General Fund Unrestricted Revenues

Figure 6
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Petroleum revenues will continue to dominate Alaska's General Fund unrestricted

revenues in the short term under all three scenarios as shown in Table 4 below.

(p-
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
FY 1995 PrclimActual 1,623.6 2.079.7 78
Base Case
FY 1996 1.506.0 1,881.3 80
FY 1997 1,471.1 1.837.6 80
FY 1998 1,458.4 1.820.6 80
Low Price Alternative
FY 1996 1,374.4 1,691.7 81
FY 1997 1.268.1 1,581.6 80
FY 1998 1.210.2 1.524.8 79
Hieh Price Alternative
FY 19°6 1.679.4 2.077.9 81
FY 1997 1,694.8 2.054.6 81
FY 1998 1,660.4 2,046.2 81
_________ J)
Petroleum revenues comprised more than | c ; -rcent of General Fund unrestricted

revenues in FY 1995 for the sixteenth year in arow.



Current Oil Market Situation

World Market

Although the demand for crude oil has increased and production restraint by OPEC has
continued, further increases in non-OPEC production have put mild downward pressure on oil
prices. According to the International Energy Administration, crude oil demand grew by 1.5
percent(l.1million bbl/day) in 1995 and is projected to continue to grow by 2.2 percent
(1.5 million bbl/day) in FY 1996 and 1.5 percent (1.0 million bbl/day) in FY 1997.

So far this calendar year, OPEC has maintained its production at roughly 25.5
m illion bbl/day, about 1.0 million bbl/day above its 24.5 million bbl/day quota— aquota
w hich has remained the same since September 1993 and was affirmed atthe cartel's November
1995 meeting. The base case scenario for FY 1996 assumes that OPEC market share will not
increase. Increased production by OPEC members would certainly putdownward pressure on oil
prices. Mostobservers believe thatitisin OPEC’'sbestinterest to continue with the current quota

to preserve what has been arelatively stable world oil price structure.

As long as Saddam Husain refuses to comply with a weapons-monitoring program, it is
extremely unlikely that the United Nations embargo on Iraqi production will be lifted. Market
depressing rumors about sales oflraqgi crude oil periodically circulate; however, at this time the

sanctions remain firmly in place.

Figure 7 OPEC Production Table 5 OPEC Production

Million Barrels/Day

R

5

(Thousand bbls/day)

| 30 Production
Countrv October 1995 1995 Quota Over 0
Algeria 775 750 25
Gabon 350 287 63
Indonesia 1,330 1,330 0
20 Iran 3,600 3,600 0
Iraq 670 400 270
5 Kuwaitl 2,020 2.000 20
Libya 1,400 1.390 10
Nigeria 1,900 1.865 35
10 Qatar 430 378 52
Saudi Arabia! 8,000 8,000 0
UAE 2,200 2,161 39
Venezuela 2.800 2.359 341
TOTAL 25,475 24,520 955
VI BISHETIVNARBY
Calendar Year Source: P'att's Qil?r.im i 10/6/95V

Share Neutrai Zone ou:ee:



Alaska North Slope Market

So farin FY 1995, ANS oil prices have averaged S16.60/bbi.just slightly higher than che
S16.52/bbl used forour spring 1995 base case projection. E? Exploration announced its official

selling prices for November 1995 as S15.94/bol on the West Coast and S15.9 I/lbbl on the G ulf

Coast.

West Coast ANS prices have been particularly strong this pastyear. In fact. West Coast
prices have often beenin parity with G ulf Coastprices or,in some months, even higher. The lifting
ofthe ANS export ban on November 2S should keep Wes: Coast oil prices strong because ANS
sellers now have access to the Far East markets. Atthis time, it isexpected thatexports could occur
as soon asthe second quarter 1996. The revenue benefits from lifting the ban are incorporated into

our West Coast oil price forecast.

Roughly 90 percent of ANS production is sold on the West Coast, while 10 percent is
marketed in the eastern halfofthe U.S. and Caribbean. W ith the lifting of the ANS export ban,
and declining .ANS production, shipments via Panama to eastern U.S. destinations will likeiv
cease after 1996. Because ofthe frequentWestCoast-GulfCoast parity in ANS prices, the greater
transoortation costs to the more distant Gulf Coastmarkets resultin aGulfCoast-derived wellhead

lowerthan the West Coastprice. Historical ANS spot prices to the two markets are graphed below.

Figure S ANS Spot Price
January 1992 « November 1995

West Coist Gulf Coast

S/Barrel



Oil Price and Production Forecast Assumptions

ANS Lower 48 Prices

The oil price assumptions used in chis forecast are based on spot oil prices as reported in
Platt's Oilgram Price Report. Currently, prices reported by the North Slope 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.

Future ANS oil prices reflect the economic fundamentals depicted in the alternative oil
market scenarios. The price relationships between ANS sold in the West Coast market and ANS
sold in the G ulf 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, the West Coast will absorb mostofthe ANS production. Since the ANS export ban has
been lifted, production in excess of West Coast demand is likely to move to the Far East. We
believe ANS prices will be determined by the price of foreign sour crude oil imported into both
West Coast and Far East markets. The forecast for ANS prices is contained in the table below.

(When exports occur we will begin co track the export price of ANS.)

Table 0 Scenarios for ANS Oil Price
West Coast and Gulf Coast
(S/bbl)
Low Price High Price
Fiscal Base Case Alternative m Alternative
Year West Gulf West Gulf West Gulf
1996 16.36 16.39 15.61 15.64 17.08 17.11
1997 16.41 14.67 14,73 17.93
1998 16.69 14.66 18.53
2000 18.64 14.57 20.88

2005 22.39 14.34 27.55



In this forecast, West Coast and Guif Coast oil prices are assumed to converge when the
West Coastsurplus disappears (this forecast assumes that prices converge in FY 1997). West

Coast oil prices are expected to rise to world oil price levels with the lining of che ANS export

ban.

Figure9 ANS at the U. S. West Coast
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Figure 10 ANS atthe U. S. Gulf Coast
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The wellhead price determines the value of production, and thus the State's severance
tax and rovaltv income. The discussion that follows describes the assumptions for the various

cost deductions from the market crice which determine the wellhead value.



Transportation Costs to Lower 48 Markets

The weighted average Lower 4S shipping cost averagedS I.52/bblinFY 1995, S.IT/bbl
higher than in FT 1994. This increase can be attributed to tight markets in the higher cost G ulf
trade. Also, the Oilspill Pollution Ac: of 1990 (OPA90) has added to transportation costs.

As ANS production declines and West Coast petroleum demand increases, shipments
to the Gulf Coastw ill diminish which will free up excess tonnage and increase che proportion
of tonnage going to che lower cost West Coast. Consequently, average shipping costs are
expected to decrease over the next few years. In the longer term, the double hulling

requirements of OPA90 will result in increased shipping costs.

Tabic 7 Marine Transportation Costs
Valdez co Lower 48
(S/bbl)
Fiscal Low Price High Price
Year B-je Case Alternative Alternative
199~ 1.49 1.49 1.49
1997 1.38 1.38 1.58
1998 1.33 1.38 1.38
2000 1.47 1.49 1.55
2005 1.87 1.77 1.95

Trans-Alaska Pipeline System T ariff

The Trans-Alaska Pipeline System (TAPS) tariff is determined according co che TAPS
Settlement Method (TSM), h ratemaking method approved by the Federal Energy Regulatory
Commission (FLRC), which allows the TAPS owners to recover their costs including an
allowance for profit. The method allows an accelerated recovery ofthe construction and capital
costs, operating costs, taxes, and a fixed per barrel profit of S.35/bbl adjusted for inflation from

1983. The use ofthe TSM resulted in higher tariffs from 1977 through 1985 in exchange for lower

tariffs in the late 1980’'s and 1990’s.



As indicated in Table 8 below, TAPS tariffs have varied between S3.12/bbl and S3.75/
bbl, on afiscal year basis, since 1988. Most ofthe increased year-to-year tariffs have been duo
to corrosion rerairs, other unexpected maintenance costs, lower-than-e.xpected TAPS through-

put, and oil spill mitigation expenditures due to the Exxon Valdez accident.

TAPS tarifffiled in FY 1996 averaged S3.41/bbl.(Tariffs are actually tiledonacalendai year
basis and the average calendar year 1996 filing was S2.84/bbl.) New tariffs take effect January |

of each year.

Table 3 Scenarios for TAPS Tariff
(S/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 3.63

1996 3.41

1997 # 2.77 2.76 2.78

1998 . 2.59 2.57 2.61

2000 : 2.69 2.68 2.62

2005 3.53 3.60 3.34

Fisure 11 Total Transportation Costs to Lower 48
Pipeline and Tanker
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Wellhead Price for ANS

The combination of the wellhead value of .AN'S and 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

ofoil run through a producer's own refinery).

ANS Wellhead Price

Table 9
(S/bbl)
Fiscal Low Price High Price
Year Base Case Alternative Alternative
1996 11.33 10.54 12.52
1997 12.05 10.40 13.68
1998 12.51 10.62 14.43
2000 14.23 10.23 16.67
2005 16.61 9.27 22.05
Fgure 12 ANS at the Wellhead

Low Base High

Month/Y ear



Oil Production

Production volumes for this forecast are based on cublidv available data, data supplied by the
North Slope producers, and independent analyses commissioned by the Department of Revenue.

North Slope production accounts for 97 percento f statewide production. North Slope production
for FY 1996 is projected to total approximately 545 millicn barrels, down 5.2 percenr from FY 1995. It
is currently projected that total North Slope production will continue to decline acapproximately this rate

through FY 2010.

The giant Prudhoe Bay field, now on its seventh year ofdecline, continues to account for about
60 percent of all North Slope production. Although rig activity in the field is expected co add about 300
new wells over the remaining field life, aslight downward revision in field rate has been incorporated to
more closely reflect operators’ current business plans and recent uncertainty over the timing and extent

of the expansion of the miscible injection program.

Ac che Kuparuk River field, which accounts for about 20 percent of aH North Slope production,
the highly successful miscible injection program is being expanded with the goal ofkeeping field rate flat
through FY 2000. However, a slight downward revision in total recovery has been made to reflect che
downward revision in oil in place by the Kuparuk owners earlier this year.

The Point Mclintyre field, currently producing about 150,000 barrels per day, continues to out-
perform expectations. The current multi-well rig program and successful secondary recovery program
should sustain production atcurrent levels over the short term. The miscible injection program currently
being evaluated for Point Mclintyre has not been incorporated into this forecast but has the potential to

keep the field on plateau for an extended period.

Ongoing development at the Milne Point Unit and plans to more than triple the production
capacity ofthe Milne Point facility overthe next 18 months will help soften the overall decline rate in total

North Slope production.

Production from known onshore accumulations in the vicinity of Mikkelson Bay and the Colville
River Delta has been included in this forecast. At this time it isnotdear from industry whether both fields
will be developed, but we assume that at least one will be. As a result, we have included in the forecast
50 percent of the total expected production from both fields and have delayed production stan-up by two
years from the “best guess" by industry to account for this production uncertainty. It is highly unlikely
that actual production will be both higher and sooner. Production from the North Star Unit has been
reduced and delaved relative to industry expectations to account for development uncertainty.

The seven mature Cook Inlet fields currently are producing a total of approximately 44,000
barrels per day. They are estimated to decline at an annual rate of seven percent over the next 10 years.

This forecast does not incorporate gas produced as part of a major gas sale, speculative oil from
AITWR. or oil from known remote accumulations currently deemed uneconomic (Point Thompson,

offshore Beaufort, etc).



Figure 13 Simulated Oil Production
ANS and Base Case Prudhoe Bav
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Other Revenue Sources Assumptions

Oil Corporate Taxes

Oil coroorace taxes for FY 1995 generated S12S.5 million compared co 517.3 million
collected in FY 1994. FY 1994 revenues were unusually low. FT 1995 revenues reflect more

closely the historic average and the anticipated future trend.

Non-Oil Corporate Taxes

Non-petroleum corporate taxes generated S67 million in FY 1995 compared to
544.3 million in FY 1994. The increase in non-petroieum corporate tax revenue can be

attributed to enhanced business activity.

Property Taxes

Revenues from current oil and gas property tax, which are levied at 20 mills on the
full and true value ofoil and gas property, are expected to continue to decline. The decrease
forFY 1995, ascompared to previous forecasts, is due in part coadjustments for investment
delavs and increased m ill 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. Current
consumption trends for liguor, wine, and beer, given population growth, demographics,

and income levels, are expected to continue generating revenues of between S12 and S13

m illion per year.



Intergovernmental Receipts

Federal Shared Revenues totaled S12.S million in FY 1991 but dropped co S6.7
million in FY 1992, to S5.6 million in FY 1993, to 54.2 million in FY 1994, and to 54.1
m illion in FY 1995. 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 nocified che State that additional monies w ill be sec aside for the unorganized
borough as well (Chapter 37, SLA 1991). The monies are intended to support roads and

schools affected by nationJ forest activities.

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 1995 investment earnings were S66.5

m illion.

Facilities and Related Charges

The main revenue item in this category is ferry system receipts which amounted
to 541.5 million in FY 1995. These revenues provides that the gross revenue of the State
ferry system by deposited into the fund. In Chapter 193, SLA 1990, the legislature
established the Alaska Marine Highway System Fund. The legislation may be appropri-

ated for operating and capital expenditures.



Short-Term Oil Price Scenarios

Base Case Scenario

SUMMARY: The base case scenario assume: nodes: growth in global oil consumption over
the nextrwoyears. The economiesofthe U.S.,Japan, and Europe experience moderate growth
while the economies ofthe developing economies continue togrow rapidly. Economic troubles
in the CIS persist. Non~OPECproduction increases significantly in 1996 and less so in 1997
keeping the pressure on OPEC to limitproduction increases to preventprice declines.

Tabie 11 follows on page 24. It contains specific assumptions about the globai
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 .4 million bbl/day in 1996 and .3
m illion bbl/day in 1997 as moderate economic growth continues in the US, Europe,
and Japan. Continued.apid economic expansion in the developing countries causes non-

OECD consumption to increase by 1 million bbl/day in both 1996 and 1997.

2. Non-OPEC oil production increases by 1.4 million bbi/day in 1996 and by .6 miilion
bbl/day in 1997 with continued output increases from prolific fields in the North Sea.

W hile economic and political upheaval continues in the CIS, the seven-year decline in

production stabilizes.

3. Although there continues to be some active lobbying, the United Nations is assumed

to retain the embargo on Iraqi crude oil.

4. A very smail increase in OPEC market share will put pressure on the cartel to lim it
hi2herpr0duction by members. The resultis that oil prices for ANS quality oil should stay

between SI5/bbl and S17/bbl over the period.

P e -N A\
Unrestricted
T:ble 10 General Fund ANS Lower 4S ANS Production
Revenues CSmillion) Price (S/bbH /million bbl/davi
FY 1996 1,881.3 16.36 1.489 "
FY 1997 1.S37.6 16.41 1.409
FY 199S 1,820.6 16.69 1.366



Table 11

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
CIs1
China
Eastern Europe
LDCs
Processing Gain

OPEC
OPEC NGLs

TOTAL PRODUCTION 67.4

Actual
1993 1994
192 197
136 136

6.3 6.6
39.1 40.0
5.7 4.8
3.0 31
13 14
5.7 5.9
10 11
39 4.0
7.0 7.4
231 236
66.7 68.6
16.S 176
7.9 12
19 19
0.3 0.3
11.2 117
14 14
40.6 411
24.7 25.0
2.2 2.3
6S.4
0.0

INVENTORY CHANGE 0.8

1Commonwealth of Independent States (formerly the Soviet L'nicn)

0195

19.6
14.0

7.3
41.0

5.1
3.2
15
6.0
21
3.9
8.0
29.3

70.8

131
71
3.0
0.3

122
15

42.2

25.2
23

69.1

(0.7)

0295

195
136

6.2
39.3

4.4
33
14
5.9
21
4.0
7.7
23.3

68.1

175
7.0
29
0.3

111
15

41.4

253
24

69.1

0.5

Global Market Assumptions

Base Case Scenario

0395

20.0
133

6.1
39.9

4.3
34
13
5.9
2.0
41
7.5
235

68.4

17.9
7.0
3.0
0J

15
42.2

244
24

69.0

0.6

Projected

20.2
141

7.0
414

4.7
34
14
59
11
41
81
30.1

71.6

191
71
3.0
0.3

117

15
43.7

26.3
15

72-5

0.9

1999

19.8
139
6.6
40.4

4.6
3J
14
5.9
21
4.0
7.9
29J

69.7

182
71
3.0
0.3

114
15

424

253
24

70.1

0.3

0196

199
143

73
415

51
34
15
5.9
21
4.2
8.4
30.7

721

191
71
31
0.3

113

15
44.1

251
2.3

715

0.7)

Q22A

196
138
61
39.5

4.5
31
11
5.1
11
4.2
8.2
30.1

69.6

136
7.1
31
0.3

113

11

43.4

244
23

70.1

0.5

Source: Actual data from International Energy Association. Projected 1995 and 1996 data
generated by Alaska Department of Revenue, Oil and Gas Audit Division.

rail li*or K-iv-tt*'.-

0396

20.0
141
6.3
40.4

4.3
35
14
6.2
21
4.3
81

29.9

70.3

18.7
7.0
31
0.3

179

15
435

251
23
71.0

0.6

of*S

Q496

20.2
14.6

7.0
41.8

4.1
3.6
15
6.1
11
4.3
3.9
50.7

721

194
6.9
31
0.3

131

15

44.3

26.3
2.3

73.4

0.9

1996

19.9
14.2

6.7
40.3

4.'5
31
15
6.1
11
4.2
8.4
30.3

71.2

19.0
71
31
0.3

119

15

43.3

254
23

711

0.3



The alternative price scenarios co the base case scenario are developed around a
subjective assessmentofthe risks which would cause oil prices to be higheror lower. The risk
factors that were identified in developing these alternatives are as follows: (1) global economic
activity; (2) political instability in OPEC nations and the impacton individual production policy
with regard to the need for revenue; (3) events pertaining to Iraq: (4) impact of economic

changes in the CIS; and (5) environmental hazards (such as oil spills).

No explicit attempt is made to account for the impactofweather; however, impacts can
be expected. Changes in weather may create supply disruptions, or demand spikes (such as the
1994 summer drought in Japan) which add to market volatility.

Low Price Alternative Scenario

SUMMARY: Thelowprice alternative scenario assumesthatany one orallofthefollowing

events may occur which would cause oil prices to turn outto be lower than our base case.

1.The embargo Oulraqi production is partially lined in 1996 and then totally lifted by the
end of 1997.

2. The U.S. economy begins to plunge rapidly as we enter 1996. This slows global oil

consumption growth.

3.Non-OPEC production increases are even greater than anticipated and more oil moves

into global markets.

4. Islamic upheaval in keyOPEC countries increases the political pressure to produce

beyond member quotas.

(r
Unrestricted
Table 12 General Fund ANS Lower 48 ANS Production
Revenues fSmillion) Price fS/bbl) m'million bbl/davi
FY 1996 1,691.7 15.61 1.4S6
FY 1997 1,581.6 14.67 1.405
FY 199S 1,524.8 14.66 1.320

-J)



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 oilprices to turn outto be higher than our
base case.

1. The embargo on Iraqgi oil stays in place.

2. Economic growth continues ataiiigh pace in the U.S. and in the majorworld economies

resulting in extremely rapid oil consumption growth.
3. Oil production in the CIS continues to slide through 1997.

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
Revenues (Smillion) Price fS/bbH (‘million bbl/idavl

FY 1996 2,077.9 17.08 1.495

FY 1997 2,084.6 17.93 - 1.409

FY 1998 2,046.2 18.53 1.366
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REVENUE FORECAST: LONG-TERM OUTLO OK

(FY 1999 - FY 2015)

This section focuses on the long term, from FY 1999 through FY 2015. It provides
revenue projections forthis period and also sets out the assum ptions 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 1995 and revenue projections from FY 1996 through 2015 for the

three alternatives provided in this forecast. Projections are provided in both nominal and real

dollars.

The assumptions used for the fall 1995 forecast for inflation ruiw. 'riaska oil
production, che TAPS tariff, and average ANS Lower 48 price are avaiiable on page 50. On

subsequent pages, the following tables are provided for the base case scenario, and low and
high price alternatives:
1. North Slope and Ccok Inlet petroleum production revenues.

2. Detailed revenue projections for each category of revenues.

3. The historical and expected prices for West Texas Intermediate (W TI)

and ANS Wellhead from FY 1985 - FY 2015 in 1995 constant dollars.

4. Simulated oil production by field.



Table I Full 1995 Forcensl A.Atmtplioits
The following tables are part of the inputs to the Deportment of Revenue's simulation model. All pertinent assumptions and footnotes are presented below:

1) Investment earnings are afunction of expenditures and the resulting general ii. vestment fund balance.
(Note: Permanent Fund earnings are excluded from the long-range revenue forecast.)

i'lie real rale of return for investment eatnings was assumed at 3 percent for all cases.
2) Non-petroleum/non-iniercsl revenues beyond PY 1996 were assumed to increase at (lie scenario-specific

inflation rate.

INFLATION RATR ANS PRODUCTION TAPS TARIFF AVFRAOIi LOWKR >1BPRICIi

- (percent) (Millions of darrels/day) (S/Ibl) (S/bhl)

FV msSs:  Lott  High tuse OV nigh Fuse  Lost High Fuse LW nign
1996 3.0 2.4 4.0 1.489 1486  1.495 342 342 342 16.36 1561  17.08
1997 3.0 2.5 4.0 1.409  1.405  1.409 277 276 278 1641 1467  17.93
1998 3.2 2.5 4.0 1.366 1.320  1.366 259 257 261 16.69 1466 1853
1999 3.2 2.5 4.0 1314 1217 1320 256 252 257 17.97 1465 19.85
2000 3.2 2.5 4.0 1.280 1.126  1.329 269  2.68 2.62 1864 1451 20.88
20(11 3.2 25 4.1 1190 1.058  1.310 287 283 273 1934 1457 21.98
2002 3.2 2.5 41 1.153 0.985  1.279 299 301 2.83 20.06 1464 23.26
2003 3.2 2.5 41 1.107 0.879  1.246 313 317 2093 2081 1470 2461
2004 3.2 2.5 41 1061 0.837 1.161 3.31 337 312 2159 1477 26.05
2005 3.2 2.5 41 ' 0988 0.765 1.076 353  3.60 3.34 2239 1484 2755
2006 3.2 2.5 41 0.916 0.715  1.017 378 384 356 2323 11.98  29.11)
2007 3.2 2.5 41 0.854 0.673  0.965 4.01 404  3.74 2410 1513 31.37
2008 3.2 25 41 0.808 0.639  0.925 424 426  3.97 25.00 1528 33.48
2009 3.2 2.5 41 0.764 0599  0.880 435 445 420 2593 LSM 3573
2010 3.2 2.5 41 0.724 0561  0.830 4.55 466  4.43 26.82 1559 38 12
2011 3.2 2.5 41 0.693 0513 0.778 493. 510 478 26.08 1599 40.13
2012 3.2 25 41 0.653 0481  0.733 5.03 510  4.93J- 27.08 1639 42.24
2013 3.2 2.5 41 0611 0.450 0.690 534 521 5.15 28.13 1681 14.16
2014 3.2 2.5 a1 0570 0.426  0.656 559 535 540 2922 1723  46.80
2015 **32 25 a1 0523 0396 0615 596 564 577 3034 1767 4927

i
'Inflation rates- arc consistent with llio.se used by the Long Range Financial Planning Commission.



Figure 15 General Fund Unrestricted Revenue Projections
FY 1981 - FY 2015
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98.5
96.3
931

Com.
Tux

18
17
16
15
14
13
12
LI

10
0.9
0.9
08
08
0.7
07
06
06
05
05
05

Hazardous
Itel. Imiiml

135
12.7
11.9

10
102
9.6
8.9
82
7.6
6.9
6.4
6.0
5.7
5.3
4.9
45
4.2
3.9

3.7
35

Cos

Cos

ANS

lloynlly Severance Tolul

37.9
-11.0
40.1
38.0
35.1
33.1
31.0
29.1
27.8
25.9
210
226
21.4
20.3
19.4
187
1838
181
185
I5.-1

216
22
212
196
176
16.2
145
135
126
113
105
9.9
9.3
88
8.4
81
81
80
8.3
7.0

1356.6
1235.7
1174.3
1071.0
959.1
867.8
777.6
696.6
616.5
537.5
489.8
447.2
410.7
379.2
350.5
320.5
315.4
301.]
294.2
279.2

o]]

Royally

23.2
23.1
217
20.4
18.6
17.2
15.9
14.7
13.7
12.7
11.8
1.1
10.4
9.8
9.2
8.9
8.3
8.0
7.6
7.3

Oil

Severance

00
00
00
00
0.0
00
00

Cons.
Tux

Cook Inlet

lloiartlous
Rcl. I'und

0.4
0.4
0.4
0.4
03
03
03
03
02
02
02
02
02
02
02
01
01

01

01
01

Oas

Itnynlly  Severance

26.7
27.5
28.6
29.7
30.8
31.9
33.8
35.6
37.3
39.0
40.7
42.3
43.9
45.4
47;0
48.5
50.0
51.5
52.9
54.4

Cus

14.7
14.9
15.2
15.6
15.9
16.2
16.3
16.5
16.7
16.9
171
17.3
175
17.8
181
18.3
18.6
18.9
19.2
19.6

Conk Intel
Tulul

Stale
Tulul

1421.7
1301.7
1240.3
1137.2
1024.7
933.4
843.9
763.8
684.5
606.4
559.7
518.1
482.7
452.4
425.0
396.3
392.4
379.6
374.1
360.7



Hical
Year

1496
1097
1131
1999

>1101
2002
2003
2001
2005
>000
2007
200K
2009
2010
2011
2012
2013
2011
2015

Table 17

Oil

High Price Alternative Petroleum Production Revenue Forecast
(Millions of Dollars)

Alaska North Slope

oil

Royalty Severance

777.7

803.8

806.0

859.1
963.8
1001.7
1090.3
1078.9
1066.7
1090.6
1088.6
1102.0
1129.8
1138.3
1198.9
1128.9
1127.3
1116.1
1119 1
1110.6

730.2
722.9
698.3
729.1
773.9
795.7
816.3
837.0
793.0
791.1
726.6
709.6
696.3
685.7
683.2
669.6
659.3
637.9
631.9
623.1

Cons.

Tax

13
17
16
16
16
16
16
15
19
13
12
12
.1
[.1
10
0.9
0.9
0.8
0.8
0.7

lluzurilmis
Itcl. Fllinl

135
12.7
12.0
11.7
121
11.9
11.7
119
10.6
9.8
9.3
8.8
8.9
7.9
7.5
7.0
0.6
6.2
5.9
5.6

Gas

Gas

ANS

Itoynlly ~Severunce Total

95.1
53.9
59.9
56.2
56.6
56.9
57.9
58.0
59.9
59.9
60.1
61.7
63.2
69.3
66.2
66.8
67.5
67.3
70.2
60.5

25.6
29.2
28.8
29.6
29.9
30.2
30.7
31.3
31.8
31.9
31.9
32.0
32.6
33.2
39.2
39.9
39.8
39.7
36.6
31.6

1593.9
1623.7
1601.6
1687.2
1837.9
1898.1
1957.9
2018.1
1963.5
1889.1
1917.2
1915.2
1926.6
1930.5
1990.5
1902.1
1891.3
1863.0
1859.0
1832.1

QOil

Koyully

25.8
29.1
28.9
23.8
280
27.2
26.6
26.1
25.7
25.2
25.0
29.9
29.7
29.6
29.5
29.0
23.6
23.2
22.8
22.4

Oil

Severance

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
05
0.0
0.0
0.0

Cons.
Tax

0.1
0.1
0.1
0.1
0.1
0.1
0.1
0.0
0.0
0.0

00

Cook Inlet

Hazardous
Rel. Fund

0.4
0.4
0.4
0.4
0.3
0.3
0.3
0.3
0.2
0.2
0.2
0.2
0.2
0.2
0.2
0.1
0.1
0.1
0.1
0.1

Gas
Royalty

26.7
28.0
29.7
315
33.3
35.2
38.0
90.8
43.6
46.5
99.4
52.4
55.9
58.5
61.6
64.9
68.2
71.6
75.1
78.6

Gas
Severance

14.7
15.2
15.8
16.5
17.2
17.9
18.9
18.9
195
20.1
20.7
21.4
22.1
22.9
23.7
245
254
26.3
27.3
28.3

Cook laid
Total

67.7
72.8
74.3
77.2
78.9
80.7
83.4
86.1
89.0
92.1
95.4
98.9
102.4
106.2
109.9
113.6
117.3
121.2
125.3
129.5

Slate
Tulul

1661.6
1696.4
1676.0
1761.4
1916.3
1978.7
2011.3
2101.2
2052.5
1976.1
2012.6
201 1.1
2029 0
2016/
2050.1
2015.7
2008.7
1981.2
1984.3
1961.5



Tsililc 18 Base Case Scenario Detailed Revenue Projections
(Millions of Dollars)

1) @) (3) (4) (5) (6) @) (8) (9) (10) (ID (12)

Oil. & GAS INCOME TOTAL NON-PETRO  CENIINI) TOTAL REVS
SEVERANCE PROPERTY INCOMIC Cltoss MINERAL  DONUS FROM PETROLEUM NON-INTEREST INTEREST W/ PERM I'lINI)
at TA! 1AX 3AX lcm LUES lIENTS SALES laUQILYJIARS REVENUES REVENUES REVENUES dedication
1996 709.61 53.90 120.00 818.71 16.06 0.00 9.40 1727.68 337.63 37.80 2103.12
1997 688.79 51.50 110.00 811.76 15.26 0.00 13.40 1690.71 329.05 37.H0 2057.56
1998 679.09 49.30 105.00 818.35 14.50 0.00 13.40 1679.64 334.37 37.80 2051.80
1999 706.45 46.10 101.85 864.84 13.77 0.00 13.40 1746.41 349.35 37.80 2133.56
2000 695.90 43.90 98.79 872.24 13.08 0.00 13.40 1737.32 356.12 37.80 2131.24
2001 655.40 41.80 95.83 883.09 12.43 0.00 13.40 1701.95 364.70 27.93 2094.58
2002 612.91 39.8(1 92.96 905.82 11.81 0.00 0.00 1663.29 375.44 27.49 2066.22
2003 589.37 37.80 90.17 903.95 11.22 0.00 0.00 1632.51 387.08 27.18 2046.77
200%1 575.43 35.90 87.46 899.49 10.66 0.00 0.00 1608.94 398.69 26.90 2034.54
2005 538.17 33.90 84.84 867.51 10.12 0.00 000 1534.54 410.22 26.74 1971.50
200ft 496.54 32.00 82.29 827.04 9.62 0.00 0.00 1447.49 422.70 25.92 1896.11
2007 463.10 30.20 79.82 794.73 9.14 0.00 0.00 1376.99 435.86 24.95 1837.81
2008 434.17 28.30 77.43 771.26 8.68 0.00 0.00 1319.84 449.30 24.21 1/93.36
2009 410.97 26.60 75.11 767.86 8.25 0.00 0.00 1288.78 458.92 23.64 1771.34
2010 382.29 24.90 72.85 750.49 7.83 0.00 0.00 1238.37 4/2.66 23.34 1731 3*.
2011 368.79 23.40 70.67 738.99 7.44 0.00 0.00 1209.29 487.17 22.85 1719.30
2012 357.06 21.80 68.55 727.49 7.07 0.00 0.00 1181.97 502.01 22.68 1706.65
>013 .340.19 20.40 66.49 698.20 6.72 0.00 0.00 1132.00 517.25 22.51 1671.78
20M 327.70 18.90 61.50 675.12 6.38 0.00 0.00 1092.60 5.13.15 22.12 1647.80

2015 306.08 17.50 62.56 641.83 6.06 0.00 0.00- 1034.03 549.56 21.85 1605.44



(13) (14) (15) (16) (17) <> (ID (20) (22)

TOTAL lICVS rum .ic PERMANENT NETGENEUAI, 1'lIND
\W/I*KKM IINT)  SCIIOOL. NPR-A OTHER I'INT) HUDGET UNRESTRICTED UIiVIINtII-1S

I'V. DKIlimiON I'UNII iiind. L'INNS DEOICAIIflU

m a 2103.12 4.17 0.10 0.00 217.54 0.00  1881.30 1826.73
1997 2057.56 4.14 0.00 0,00 21552 0.00 1837.60 1732.82
1998 2051.80 4.16 0.00 10.00 217.04 0.00  1820.60 1663.68
1999 2133.56 4.39 0.00 10.00 228.97 0.00  1890.20 1674.13
2000 2131.24 4.43 0.00 10.00 230.72 0.00  1886.10 1619.09
21101 2091.58 4.48 0.00 10.00 233.37 0.00 1846.73 1536.51
2002 2066.22 4.59 0.00 10.00 239.13 0.00  1812.50 1461.63
2003 2046.77 458 0.00 0.00 238.49 0.00  1803.70 1409.77
2004 2034.54 4.55 0.00 0.00 237.18 0.00  1792.80 1358.13
2005 1971.50 4.39 0.00 0.00 228.71 0.00  1738.40 1276.40
2006 1896.11 4.18 0.00 0.00 218.03 0.00  1673.90 1191.21
2007 1837.81 4.02 0.00 0.00 209.49 0.00  1624.30 1120.35
2008 1793.36 3.90 0.00 0.00 203.25 0.00  1586.21 1060.40
2009 1771.34 3.88 0.00 0.00 202.25 0.00  1565.21 1014.17
2010 1734.36 3.79 0.00 0.00 197.62 0.00  1532.95 962.70
2011 1719.30 3.73 0.00 0.00 194.52 0.00  1521.05 925.83
2012 1706.65 3.67 0.00 0.00 191.43 0.00 151155 891.74
2013 1671.78 3.52 0.00 0.00 183.70 0.00 148456 848.86
2014 1647.86 341 0.00 0.00 177.60 0.00 . 1466.86 812.93

201s 1605.44 3.24 0.00 0.00 168.84 0.00 1433.36 769.92



Mllie 3 Low Price Alternative Detailed Revenue Projections
(Millions of Dollars)

) @) @) (4) (5) 6) @) ®) ) (10) (ID (12)

Oil. & CAS INCOMIC TOTAL NONPICTRO  GICNMINI) TOTAL REVS
SEVERANCE PROPERTY INCOML  oitoss MINP.HA!. bonus EllOM PETROLEUM NONINTICIUCST  INTEREST W/ PERM MINI!
fcA 1A2L 1AX. TAX liniAlixItf  UIGTS SALES m oii-mus luauauiES ULYLHUIIS IIGYIiIMiliS MimCATIUM
1995 793.90 57.30 128.50 940.83 16.91 1.65 9.40 1948.49 391.47 66.50 2406.46
1996 674.70 53.90 75.00 747.10 16.06 0.00 9.40 1576.16 287.12 30.30 1893.58
mi 602.90 51.50 75.00 698.1.0 15.26 0.00 13.40 1456.86 283.24 30.30 1770.40
1998 565.60 49.30 75.00 674.60 14.50 0.00 13.40 1392.40 293.70 30.30 1716.40
i*m 508.60 46.10 72.75 628.60 13.77 0.00 13.40 1283.22 302.51 30.30 1616.03
2001) 455.20 43.90 70.57 569.60 13.08 0.00 13.40 1165.75 311.59 30.30 1507.64
2001 404.20 41.80 68.45 529.20 12.43 0.00 13.40 1069.48 320.93 13.22 1403.63
2002 353.60 39.80 66.40 490.30 11.81 0.00 0.00 961.91 330.56 12.45 1304.91
2003 312.60 37.80 64.41 451.20 11.22 0.00 0.00 877.22 340.48 11.70 1229.40
2001 270.50 35.90 62.47 414.00 10.66 0.00 0.00 793.53 350.69 11.05 1155.27
2005 230.60 33.90 60.60 375.90 10.12 0.00 0,00 711.12 361.21 10.41 1082.74
2000 208.70 32.00 58.78 351.00 9.62 0.00 0.00 660.10 372.05 9.78 1041.93
2007 189.10 30.20 57.02 328.90 9.14 0.00 0.00 614.35 383.21 9.44 1007.01
2008 172.10 28.30 55.31 310.60 8.68 0.00 0.00 574.99 394.71 9.15 978.85
2009 159.20 26.60 53.65 293.20 8.25 0.00 0.00 540.89 406.55 8.92 956.36
21110 148.40 24.90 52.01 276.60 7.83 0.00 0.00 509.77 418.75 8.74 937.26
2011 138.50 23.40 50.48 257.90 7.44 0.00 0.00 477.72 *431.31 8.59 917.62
2012 135.20 21.80 48.96 257.20 7.07 0.00 000 470.23 444.25 8.45 922.93
201J 130.00 20.40 47.49 249.60 6.72 0.00 0.00 454.21 457.58 8.50 920.29
2014 128.10 18.90 46.07 246.00 6.38 0.00 0.00 445 .45 471.30 8.49 925.25

2015 123.70 17.50 44.69 237.00 6.06 0.00 0.00 428.95 485.44 8.55 922.94



(13) (I'D
TOTAL REVS
W/PKRM KUND

li* DEDICATION
1996 1893.58
1997 1770.*10
1998 1716.'10
1999 1616.03
2(100 1507,6.1
211 1-103.63
201)2 130-1.91
2003 1229.10
200*1 1155.27
2005 I0K2.7-I
2006 10-11.93
2007 1007.01
200H 978.85
2009 956.36
2010 937.26
2011 917.62
2012 922.93
2013 920.29
20H 925.25
2015 922.9-1

(15)

PUIILIC

school

EDND

3.82
3.57
3-15
3.21
291
271
251
231
2.12
1.93
1.80
1.69
1.60
151
1.-12
1.33
1.32
1.28
1.26
1.22

(16)

NPH-A
BIND

0.10
0.00
0.00
0.00
0.00
0.00
0.00
0,00
0,00
0.00
0.00
0,00
0.00
0.00
0.00
0 00
0.00
0.00
0.00
0.00

a7)

Oilll-R
EONDS

0.00
0.00
10.00
10.00
10.00
10.00
10.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

(18)

PERMANEN
FUND
DEIHCAUQ]

197.96
185.23
178.75
166.63
151.15
1-10.50
130.25
119.95
110.16
100.13
93.54
87.69
82.82
78.20
73.78
68.83
68.55
66.49
65.-17
63.05

19)

WIDGET
RESERVE

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

(20)

(21)

NET GENERAL FUND
UNRESTRICTED REVENUES

NOMINALS

1691.70
1581.60
1524.80
1-136.19
13-13.58
1250.42
1162.16
1107.14
1042.99
980.68
9-16.59
917.63
894.43
876.66
862.06
847.47
853.05
852.52
858.52
858.68

iIKALJiiiis|

1652.17
1507.49
1417.84
1303.84
1190.-13
1080.-19
979.39
909.95
836.03
766 61
721.69
682.31
648.61
620.01
594.60
570.08
559.65
545.-16
535.72
522.57



M2
High Price Alternative Detailed Revenue Projections

(Millions of Dollars)

) ) @) (4) (5) (6) @) ® ) (10) (P 12y -

no. & oas INCOME TOTAL NONIKTIIO  CIONFUND TOTAL REVS
SEVERANCE PROPERTY  INCOME fi ItOSS MINERAL  noNiis FROM PETROLEUM NON-INTEREST  INTEREST \V/ PERM FUND
to: TAX TAX TAX IKIVALTJES BENTS SALES EKIQIt VIAUS REVENUES REVENUES REVENUES niiisiCAiinN
1996 786.40 53.90 175.00 875.30 16.06 0.00 9.40 1916.06 353.19 45.40 2314.65
1997 781.80 51.50 165.00 914.70 15.26 0.00 13.40 1941.66 344.44 45.40 2331.50
1998 757.00 49.30 155.00 919.10 14.50 0.00 13.40 1908.30 349.97 45.40 2303.67
1999 788.80 46.10 150.35 975.60 13.77 0.00 13.40 1988.02 360.47 45.40 2393.89
20011 834.60 43.90 145.84 1081.70 13.08 0.00 13.40 2132.52 371.28 45.40 2549.21
2001 857.70 41.80 141.46 1121.00 12.43 0.00 13.40 2187.79 382.42 33.30 2603.52
2002 879.00 39.80 137.22 1162.30 11.81 0.00 0.00 2230.13 393.89 34.15 2658.17
2003 900.50 37.80 133.10 1203.80 11.22 0.00 0.00 2286.42 405.71 35.00 2727.14
2004 856.70 35.90 129.11 1195.90 10.66 0,00 0,00 2228.27 417.88 35.87 2682.02
2005 803.90 33.90 125.24 1172.20 10.12 0.00 0.00 2145.36 430.42 35.21 2610.99
2006 789.50 32.00 121.48 1223.10 9.62 0.00 0.00 2175.70 443.33 34.24 2653.27
2007 773.20 30.20 117.84 1240,90 9.14 0.00 0.00 2171.27 456.63 34.70 2662.60
2008 760.80 28.30 114.30 1268.20 8.68 0.00 000 2180.28 470.33 34.77 2685.38
200 751.00 26.60 110 87 1285.70 8.25 0.00 0.00 2182.42 4X1.44 35.00 2701 86
2010 749.70 24.90 107.55 1300.70 7.83 0.00 0.00 2190.68 498.97 35.18 2/2185
2011 731.60 23.40 104.32 1284.10 7.44 0.00 0.00 2150.86 513.91 35.47 2700.27
2012 722.10 21.80 101.19 1286.50 7.07 0.00 0.00 2138.66 529.36 35.16 2703 18
2013 706.00 20.40 98 15 1278.20 6.72 0.00 0.00 2109.47 545.24 35.20 2(>K9.#)|
21M 702.10 18.90 95.21 1282.20 6.38 0.00 0.00 - 2101.79 561.60 35.03 2701.12

2015 689.50 17.50 92.35 1272.10 6.06 0.00 0.00 2077.52 578.45 35.19 2691.15



(13) (I'D (15) (16) (17) (18) (19) (20) (21)

TOTAL. REVS IMIIILIC PERMANENT NET GENERA!. FUND

W/PERM I'lINI)  SCIIOOL. NI'R-A OTHER EUNI) INIDRET UNRESTRICTED REVENUES
o: DEDICATION SN L'liIND BINO5 DEDICATION HGSEUYG NOAJINALJ___ REAU225S
1996 2314.65 4.46 0.10 0.00 232.20 0.00  2077.90 1998.66
1997 2331.50 4.65 0.00 0.00 242.25 0.00 2084.60 1927.33
1998 2303.67 4.67 0.00 10.00 243.20 0.00 2046.20 1818.08
1999 23I'".81) 4.95 0.00 10.00 257.73 0.00 2121.21 1811.98
2000 2549.21 5.47 0.00 10.00 285.19 0.00 2248.54 1846.24
2001 2603.52 5.67 000 10.00 295.26 0.00 2292.59 1808.14
2002 2658.17 5.87 0.00 10.00 305.86 0.00  2336.45 1770.03
2003 2727.14 6.08 0.00 0.00 316.51 0.00  2404.55 1749.76
2004 2682.02 6.03 0.00 0.00 314.31 0.00 2361.68 1650.77
2005 2610.99 5.91 0.00 0.00 308.00 0.00 2297.08 1542.27
2006 2653.27 6.16 0.00 0.00 321.12 0.00  2325.98 1500.07
2007 2662.60 6.25 0.00 0.00 325.63 0.00  2330.72 1443.82
2008 2685.38 6.38 000 0.00 332.63 0.00  2346.37 1396.17
200!) 2701.86 6.47 0.00¢« 0.00 337.07 0.00  2358.32 1347.92
2010 2724.83 6.54 000 0.00 340.87 0.00  2377.42 1305.23
2011 2700.27 6.46 0.00 0.00 336.45 0.00  2357.37 1243.17
2012 2703.18 6.47 0.00 0.00 336.98 0.00  2359.73 1195.32
2013 2686.91 6.42 000 0.00 334.72 0.00 2348.76 1142.83
2014 2701.42 6.44 0.00 0.00 335.68 0.00  2359.30 1102.67

2015 2691.15 6.39 0 00 0.00 332.96 0.00 2351.80 1055.80



v

1>K5
L'isr.

r*H7

i ms

l'isy
i o)
I'I'M

1992
199.1
1991
1995
19%
1997
1998
1999
20111
2111

21102
21101
2.101
21105
2(100
2007
..108
2 109
M il)

mill 1
_il»

=il
T
. H5

A1

Rase Case

Nominal Real $95  Nominal

Wit

28.15
23.11
16.14
18.53
19.36
20.06
24.95
20.69
20.69
16.69
18.46
17.85
17.74
18.01
19.36
>0.08
20.82
21.59
22.39
23.22
24.08
24.98
25.92
26.88
27.89
28.86
29.86
30.89
11.96
33.07
14.21

WTI

39.28
31.12
21.17
23.58
23.96
23.81
28.43
22.52
21.84
17.11
18.46
17.33
16.72
16.48
17.15
17.24
17.32
17.41
17.50
17.59
17.68
17.78
17.88
17.97
18.07
18.12
18.18
18.22
18.27
1833
18.38

Projected and Historical Crude Oil Prices

Alaska North Slope Crude and Domestic Marker

In Nominal and 1995 Constant $/Rarrel

Real$95
ANS

Wellhead Wellhead

17.37
12.41

7.84
10.68

9.55
11.89
15.38
11.20
12.80

9.57
1151
11.33
12.05
12,51
13.77
14.2.3
14.66
15.19
15.73
16.21
16.61
17.03
17.43
1791
18.75
19.34
19.81
20.59
21.15
21 83
22.42

24.24
16.71
10.28
13.59
1181
1411
17.52
12.19
1351

9.81
1151
11.00
11.36
11,43
12.19
12.21
12.20
12.25
12.29
12.28
12.20
12.12
12.02
11.97
12.15
12.15
12.06
12.15
12.09
12.10
1201

Nominal
WTI

28.15
23.11
16.14
18.53
16.93
20.06
24.95
20.69
20.69
16.69
18.46
16.85
15.85
‘1585
15.84
15.69
15.75
15.83
15.89
15.97
16.04
16.20
16.36
16.52
16.69
16.85
17.29
17.72
18.17
18.63
19.10

Low Price Alternative

Real$95
WT

39.28
31.12
21.17
23.58
20.95
23.81
28.43
22.52
21.84
17.11
18.46
16.46
1511
14.74
14.38
13.90
13.61
13.34
13.06
12.80
12.54
12.35
12.16
11.98
11.81
11.62
11.63
11.62
11.63
11.62
11,63

Nominal
ANS
Wellhead

17.37
1241
7.84
10.68
9.55
11.89
15.38
11.20
12.80
9.57
11.51
10.54
10.40
10.62
10 62
10.28
10.12
9.73
9.76
9.54
9.27
9.04
8.83
8.60
8.60
8.50
8.44
8.81
9.08
9.33
9.44

Real$95
ANS
Wellhead

24.24
16.71
10.28
13.59
11.81
14.11
17.52
12.19
1351

9.81
1151
10.30

9.91

9.88

9.64

9.10

8.74

8.20

8.02

7 65

7.24

6.89

6.57

6.23

6.08

5.86

5.68

5.78

581"

5.82

5.74

Nominal
WTI

28.15
23.11
16.14
18.53

16.93
20.06
24.99
20.69
20.69
16.69
18.46

18.44

19.38
20.03
21.46
22.57
23.76
25.15
26.61
28.15
29.78
31.78
33.91
36.19
38.63
41.21
43.3B
45.67
48.07
50.60
53.27

High Price Alternative

Real$95

WTI

35.03
27.76
18.88
21.03
18.69
21.24
26.95
21.03
21.31
16.45
18.46
17.73
17.92
17.80
18.33
18.53
18.74
.19.05
19..10
19.68
20.00
20.50
21.01
21.54
22.08
22.63
22.88
23.13
23.39
23.65
2391

Nominal
ANS
Wellhead

17.37
12.41
7.84
10,68
9.55
11.89
15.38
11.20
12.80
9.57
1151
12.52
13.68
14.43
15.74
10,67
17.58
18.05
19.81
20.92
22.05
23.49
25.13
26.80
28 82
30 88
32.44
34.32
.36.23
38.21
40.20

Rcal$95
ANS
Wellheai

21.62
14.91
9.17
12.12
10.54
12.59
16.58
11.39
13.18
9.43
11.51
12.05
.12.65
12.83
13.44
13.04
13.86
14.13
1142
14.62
14.81
15.15
15.56
15.95
16.47
16.95
17.11
17.38
17.03
17.86
18.05



rival

b
1>97
19H

L1
20N
2015

T:il>lo 22

NO-+

0.075
0.083
0.073
0.069
0.064
0.06!

0.057
0.053
0.050
0.048
0.015
0.041
0.043
0.048
0.019
0.047
0.045

0 040
0.040
0.033

Mire

Plice Kuypank  loint

0923 0303 0017
0821 0293 0026
0.740 0293 0.058
0.702 0293 0.073
0678 0293 0.069
0.643 0293 0,062
059 0267 0.053
0554 0243 0.045
0535 0221 0.039
0528 0201 0.033
04% 0.183 0.029
0464 0166 0.025
0434 0151 0021
0.406 0138 0.018
0379 0125 0.016
0355 0114 0014
0339 0101 0.012
0323 0095 0010
0309 0086 0.009
0295 0.076 0.008
0.275 0071 0.006

Base Case Scenario Simulated Oil Production

W\&d
IGdadl Lislnrite Sk

0.0%4
0.086
0.080
0.076
0.068
0.058
0.050
0.045
0.042
0.039
0.036
0.033
0.030
0.028
0.027
0.025
0.024
0.023
0.021
0.021
0.020

0.018
0.014
0.012
0.010
0.008
0.008
0.008
0.008
0.008
0.008
0.008
0.007
0.007
0.007
0.007
0.007
0.007
0.007
0.006
0.006
0.006

iher S

0.000
0.001
0.003
0.008
0.011
0.011
0.008
0.007
0.005
0.004
0.003
0.003
0.002
0.002
0.001
0.001
0.001
0.000
0,000
0.000
0.000

(Villions of bls/ilay)

Nordli

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.049
0.054
0.054
0.054
0.048
0.042
0.037
0.032
0.029
0.025
0.022
0.019
0.017
0.015

Nakuk

0.017
0.021
0.025
0.022
0.018
0.014
0.013
0.011
0.010
0.009
0.008
0.007
0.007
0.006
0.005
0.005

0.004
0.004
0.003
0.003

l'ulul

Mdnlyre Délla

0.119
0.140
0121
0.108
0.0%4
0.083
0.073
0.064
0.057
0.050
0.043
0.037
0.032
0.027
0.023
*0020
0.017
0.015
0013
0.011
0.010

0.001
0.001
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0000
0.000
0.000
0.000

Schrader  Nirlli

T

0.003
0.003
0.003
0.004
0.009
0.017
0.025
0.033
0.039
0.044
0.045
0.043
0.039
0.036
0.033
0031
0.029
0.027
0.024
0.022
0.020

0.004
0.002
0.001
0.001
0.001
0.001
0.000
0.001
0.001
0.001
0.001
0.001
0001
0.001
0.000

Knoan
I'udlice Onshore

0.000
0.000
0.000
0.000
0.000
0.030
0.039
0.039
0.035
0031
0.027
0.024
0.021
0.018
0.016
0.014
0.013
0.011
0.010
0.009
0.008

ANB
Tulul

1571
1489
1409
1.366
1314
1280
1190
1153
1107
1061
0.988
0.916
0.8%4
0.808
0.764

0.724
0693

0.653
0.611
0.570
0.523

Gook

STATIC

Ine  TOTA

0.042
0.044
0.044
0.041
0,039
0.035
0.032
0.029
0.027
(1025
0.023
0.021
0.019
0018
0.017
0015
Qll 1
0013
0.012
0.011
00io

1613
1533
1454
1107
1353
1315
122
118
1134
1980
191
0.937
087!
)8%
0.780
0.739
(707
(1006
0623
(1582
(1514



Low Price Alternative Simulated Oil Production
(Millions of bbls/day)

Table 23
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High Price Alternative Simulated Oil Production

Table 21 (Villions of bbls/day)

Lailll
Niukuk  Mclntyre

0,017 0.119
0020 01-10
0025 0121
0.022 0.108
0.018 0.097
0011 0.088
0.013 0.080
0012 0.074
0011 0.058
0.010 0.060
0.009 0.052
0.008 0015
0.008 0.039
0.007 0.034
0.006 0.029
0.006  0.025
0.005 0.022
0005 0.019
0001 0016
0001 0011
0.003 0.012

North
Slhur

|
|

0.022

i

West
Sak

Sag
Iver

Millie
mlike

!

Fisal
Year

-isliumc

NCl.*s Criiilinc  {lipsiruk Ianillootd

R

S N TS XN X

—
(@ y
—

—
—n > oXxo

OO OO
[ (e o)

[
O

oo

[@p! S N6/ 2N

Sag
Ot.ia

0.001

0.001

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

Schrader
niufr

0.003
0.003
0.003
0.004
0.009
0.017
0.025
0.033
0.039
0.044
0.045
0013
0.039
0.037
0.035
0031
0.032
0.031
0.028
0.026
0.024

North

0001
0.002
0.001
0.001
0.001
0.001
0.000
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.000
0.000
0.000
0.000
0.000
0.000

Kiiimn  ANS
I'rudnoc i)ii*huru Tulul

0.000
0.000
0.000
0.000
01)00
0.030
0.039
0.039
0.035
0031
0.027
0.024
0021
001K
0.016
0.014
0.012
0011
0.010
0.009
0.007

1571
1-1%
1409
1.366
1320
1329
1310
1279
1246
1161
1076
1017
0.965
0.925
0.880
0.830
0.778
0.733
0.690
0.656
0.615

tuik  SsTATIC

Ikt~ TOTAI.

0012 1613
0014 1519
0014 1453
0.0-11 1407
0039 138
0015 1lb1
0032 114>
0029 1108
0.027 1273
0.025 1.1S0
0.023 1099
0.021 1038
ol 1-s1
anis 09l

0.017 0.89/
0015 0846
001 N7
0013 1M
0012 0/02

0011 000/
0010 1626



METHODOLOGY

The Department of Revenue uses a variety of models and techniques to prepare the
revenue forecast. The main petroleum forecasting model is a marketing and production
simulation model which projects severance taxes and royalties on a taxpayer specific and

field-by-field basis.

The key input assumptions for this model are oil prices, inflation, transportation
costs, production rates, and the number of producing wells. The oil prices and inflation
rates are developed by a pricing panel which is composed of State economists from the
Departmer is of Revenue, Labor, Natural Resources, and the Office of Management and
Budget, and the University of Alaska. A member of the Legislative Finance Division also
attends the price assumption development session.

The production and well assumptions are developed through consultation with the
oil producing companies, the Department of Natural Resources, and the Alaska Qil and
Gas Conservation Commission. Initial production assumptions are tested with an invest-
ment model to ensure that production is consistent with assumed prices. The investment
model also evaluates the impact of increasing or decreasing oil prices on production. This
exercise results in the low and high production alternatives. Transportation cost estimates
are based on current costs and trended to relect oil price and inflation assumptions.

Revenue estimates for the other revenue sources are generated from a variety of
spreadsheet models and are based predominately on trend extrapolation based on current

collections.

In this forecast we discuss only three of the many possible future price and
*oduction outcomes affecting Alaska oil revenues: the base case, the low price alterna-
i\r, 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 1996 and FY' 1997. The Alaska State
Revenue Matrices on the pages that follow provide an estimate of State General Fund
unrestricted revenues for various alternative ANS price and production level*



Table 25 Alaska State Revenue . _ri.\l
Unrestricted Genetoi Fund

(M illions or"Dollars)

FY 1996

Alaska Noah Slope Production
Millions of barrels/dav

Avg ANS?

Lower 45 10 13 140 145 150 1% 160 16 170
$1000 1270 1280 1290 1310 130 1340 130 1380 1380
Sl 100 1310 1330 1340 1360 1370 1390 -1410 1420 1440
S12.00 1350 1370 1390 1411 1430 1450 140 1490 1510
S13.00 140 1440 1470 1490 1510 1540 150 1580 1610
$14.00 1510 1540 1570 1600 1630 1660 1680 1710 1,740
S$1500 1600 1640 1670 1700 1740 1770 1810 180 1880
S16.00 1600 170 1770 1810 1850 1890 190 1970 2010
S17.00 1780 180 180 1920 190 2010 2060 2100 2150
S1800 1870 190 1970 2030 2080 2130 2180 2230 2280
$19.00 1060 2020 2080 2130 2190 2250 2300 2360 2420
$20.00 2050 2110 2180 2240 2300 2360 2430 2490 2550
$21.00 2140 2210 2230 2350 2410 2480 2550 2620 2690
$22.00 2230 2310 2380 2450 2530 2600 2680 2750 2820
$23.00 2300 2400 2480 2560 2640 2720 280 2880 2960
$24.00 5410 2500 2580 2670 2750 7.340 2920 3010 3,090
$25.00 2500 2500 2650 2780 2870 2960 3050 3140 3230
$26.00 2500 2690 2790 2380 2980 3070 3170 3270 3.360
S27.00 2630 2790 2890 2990 3090 3190 320 3400 3500
$28.00 2770 2380 2990 3100 3200 3310 3420 3530 3630
$29.00 2860 2980 3000 3200 3320 3430 3540 3660 3770

* Assumptions other than price and production are based on the Department ot Revenue s base
case scenario fall 1995 forecast.



Tahic :6 Alaska State Revenue Matrix'
Unrestricted General Fund
(M illions cf Dollars)

FY 1997

Alaska North Slope Production
Millions of barrels/day

\vg ANS
ower48: 130 135 140 145 150 155 160 165 170
$10.00 970 990 1000 1020 1030 1040 1060 1070 1090

§11.C0O 1230 1260 1280 1310 1330 1350 1380 1400 1430
§1200 1330 1360 1380 1410 1440 1470 1490 1520 1550
$13.00 1420 1450 1480 1520 1550 1580 1610 1640 1670
$14.00 1520 1550 1590 1620 1660 1690 1730 1760 1800
§15.C0 1610 1650 1690 1730 1760 1800 1840 1880 1920
$16.00 1700 1750 1790 1830 1870 1910 1960 2000 2,040
$17.00 1800 1840 1890 1940 1930 2030 2070 2120 2170
51800 1800 1940 1990 2040 2090 2140 2190 2240 2290
$19.00 1990 2040 2090 2150 2200 2250 2310 2360 2410
§20.00 2080 2140 2190 2250 2310 2360 2420 2480 2540
$21.00 2170 2230 2290 2360 2420 2480 2540 2600 2660
$22.00 2270 2330 2400 2460 2520 2590 2650 2720 2780
$2300 2360 2430 2500 2570 2630 2700 2770 2840 2910
$24.00 2460 2530 2600 2670 2740 2810 2890 2960 3030
§25.00 2550 2630 2700 2780 2850 2930 3000 3080 3150
$26.00 2640 2720 2800 2880 2960 3040 3120 3200 3280
$27.00 2740 2820 2900 2990 3070 3150 3230 3320 3400
§28.00 2830 2920 3000 3090 3180 3260 3350 3440 3520
§29.00 2930 3020 3110 3200 3290 3380 3470 3560 3650

1 Assumptions other than price and production are based on the Department of Revenue's
base case scena io fall 1995 forecast.



HISTORICAL REVENUES,
PRICES, AND PRODUCTION

This section contains historical revenues, prices, and production. Table 27 on
pages 48 and 49 shows General Fund unrestricted revenues by cvpe from FY 1980 - FY
1994. Table 28 on the next page shows historical petroleum revenues by type from
statehood to the present (FY 1959 - FY 1994). And Finally, historical crude oil prices (FY
1981 - FY 1994) and historical crude oil production for the North Slope and Cook Inlet (FY
1978 - FY 1995) are depicted on page 51 in Tables 29 and 30.



Table 27

. millions)
Himi..itc - General
‘mpinme - Petroleum

Sitliieiary
tiiiliviiluiil

Tiltil Income

Muiskii lInsincss License
~Vh
Salmon linlinncement
Seafood Marketing
Salmon Marketing
Midi Landing
liisnriincc Companies
i nlier
Total Cross Receipts

i iiavel, Timber, etc.
1til it (las Proiliietion
iijl >t lla/anlous Release
hi t (las (‘onset valiun
Total Severance

iill &Gas Properly
Wiii le Registialion
Total Properly

Aliailinlii: llcveriiges
lairl 'l axes mAviallnil
1M Taxes - 1P Ity
I ml Taxes - Marine
1i liauai Piniliieis

Total Sale/tlse
"‘Mite

mnol

Total Other '

Total Taxes

FY HO EVKl
179
5175 860.1
01 00
1005 00
6660 8949
12 54
146 207
00 00
00 '00
0.0 0.0
00 00
104 10
2
33 379
16 27
506.2 1169.9
00 00
A (It
5KI 11729
1689 1430
JLI @
1600 1432
74 83
40 I
189 156
32 15
J.i .7
%1 312
02 .
26 00
28 05

Historical General Fund Unrestricted Revenues

FYH2
348
668.9
0.0
JT0
703.7

55
22.8
24
0.0
00
00
125

Ld
4.6

00
15811
00
JI.6
15817

1427

JU
12

9.0
6.1
20.3
37

I
7L

i

03

EYJU
303
2360
00
on
266.3

6.9
20.5
2.6
09
0.0
0.0
138

Lfi
76 3

0.0
1493.0

1493.7

1526
0,0
1526

104
87
23.7
43
20
4.1

i

0.7

2.1 22126 2514.2 2008.7

-Tax Portion-

EYM FYJS EYLI FY®8 FY8
25 360 112 205 284 380
261 1686 139 104 1580 1660
00 00 00 00 00 00
JL% 209” JO oo JIQ JWQ
304 6 1451 1409 1814 2040
199 388 21 15 14 10
190 187 211 265 25 267
2 20 43 44 5B 95

I 10 I 1w 27 33
00 00 Q0 30 00 4D

0.0 0.0 0.0 00
5522 RF
80.7 519 598

0.0 0.0 o@ 00 9.0 0.0
13924 13837 11074 6473 8164 6%.4

It JL2 gj‘? n oy 2 2
4

11079 6485 H87 6988

1310 1284 1135 1®5 %2 897
Moo oo ¢ JQ JQ L

1310 1284 1135 105 92 8.
130 139 133 126 121 18

81 8.0 Kl 85 90 101
202 237 227 183 193 200

B EE A
277 519 43 54 518 5
A R

R

0.7 05 0.7

19370 18555 11734 10012 12069 1111.H

FYon EYZ FY22
453 379
1172 1851 1655
00 00 00
00 J1J JU
1625 2230 19%.
01 00 00
»1 311 D1
65 62 42
33 33 28
00 00 00
00 00 00
m 244 255
JJ JJ
623 691 667
00 00 00
0723 153K 10222
269 280 287
o1 &2 U
KV16 12K4.1 10532
898 80 690
90 00 00
B8 80 690
20 122 2@
9.4 107 107
209 232
92 100 94
111* &L& 11
645 69.6

i 4

10
b

FY13

37.6
83L7

00
JL

872.

01
422
6.8
3.6

0(1
26 3

83%

989 4
26.1

2.1
1017.6

66.9

on
66.9

119

(i1
236

60
110
66,7

b

09

13818 17305 14587 21074

FY9J

413
178
M
00
621

0.2
339
5.0
21
37
01
A
75.6

™m
662 K
271
692 1
6L 3

2

120
6'»
Be

06
i

16

959.5



i>millions) |'Y8 m u EY.8
It 8l 91 108
lonHusiiicss JM 122 JIO
Total Lictuses & Permits 188 213 238
iniirL-oovsiiiviufiulaL IfiCfiiiils
Irilenil .Shared Revenues 48 85 217
Sjaje Resource Revenue
T s .Sales 3424 22;.3 50
| ent darni 1199 8 3247
Hi‘g "30 54 35
Mov.illies 6882 Il 185 11573
S.ile o] .State Properly 57 48 52
enavel, Timlier, etc. > 211 J.2
Tolal Sale/Use 11592 13641 14969
\ .- 08 [l 16
Il s\EN f A1 2)2
i nlier J1 J7 36
filial Farililics Charges 260 212 344
mm ill System 28 29 35
(nlier 20 A\
Total Services Charges 48 70 96

filial Stale Itrsuiin r Rwrnoi" | I'll) (L 1400 | 1410
Miscellaneous Revenue 6.7 55 78

'ggiilal Nmi-Tax Revenue 12203 14156 15942
lsLlive Claims 1314

TIns: Income from ptior yeais
Inlal iN'mi-"l'js Revenue 10889 14356 15942

iL.il Tax Revenue 14123 22826 25142

®Ni <ienernl I'Vnul

1“ii esli ieletl Revenue 25012 37182 41084

-Non-Tax Pnrlinn-

mw EYjy EY3

108 108 119
JiLi 159  ilH
257 267 289

333 140 105

362 101 115
3758 2827 2335
43 6.0 a1l
10784 10475 10340
6.3 70 85
J.0 2> .

15050 13562 1267
14 15 16
04 320 B4
52 il i1
373 378 429
42 41 45
59 5

jl.B 13
T 59 o7

5024 14029 134K3

109 95 168

16223 14531 14045

16223 14531 14045
20087 19370 [.J5H5
36310 33901 3260.0

EYJI6 EYJ}7
113 100
180 n
203 292
145 9.7
A7 05

1952 1619
6.2 6.0
830.7 439.3
8.7 7.0
29 392
10784 621.9
15 15
323 313
52 il
39.0 36 )
51 53
Jiv '8
92 101

11266 668.9
130 169

1834 724.7

418.7

16021

¥ 88 EV 8
86 81
197 212
283 283
69 61
56 114
1326 1007
60 53
6948 6059
3.§ 49
U 03
8139 7287
18 12
298  33)
JLZ A
N3 357
55 60
20 J.2
75 79
KGQ7 7723
161 100
9350 K167

13 1Y i

14734 10042 12069 11118 13818 17305 14587
5 1794 23058 2186.2

EYJJo EYU EY9?
6.7 58 53
2LL 231 21)
2718 291 324

100 148 14

00 189 26
179 1250 1018
53 59 39
7474 9516 7024
43 4.7 10
0K 0.l 06

875.7 11065 8123
15 13 34
A0 417 1)
i J.2 21
372 435 480
58 64 6.2
J2 13 Mo

90 137 384
219 11637 KXK7

109 149 ©614

970.6 12225 10039

1154 %7 10089

25012 29866 24626

EV93  EY2)
6.9 46
258 3
327 3K.7
103 43
383 06
709 317
6.0 46
711.3 5121
40 90
o6 JM
8311 5584
o
11 01
q11 *|/O
6K 66
J>  as
HOT 168
45.0 162
9742 691
0742 6980
2074 9595
8L 16525



Tahle 28

Y uLili4lyiiittemi Petroleum —

59
a6l
61
62
61
61
65
&
67
68
69
70
71
72
71
74
75
76
7
78
79
80
Sl
82
81
84
85
116
i/
83
89
o
a1
92
91
9%

' Nel of Permanent Fund conlrihulion ami Constiltilionnl Nudgci Reserve Fund deposits.
These categories are primarily composed of oil/gas revenues; however, lliey include some

14
17
14
18
2.2
18
19
41
35
38
42
49
5.2
53
59
7(1
148
26.2
308
25.1
248
17.9
348
348
301
395
36.0
11.2
AL5
234
38.0
453
37.9
337
376
443

Cnrpniale

al
01
0-1
(19
12
0.9
12
25
4.9
50
84
212.6
5475
860.1
668.9
236.0
265.1
1686
1339
1204
158(1
166.0
117.2
1851
1655
8147
17.8

Severance

Tax

0.2
03
0.3
0.3
0.3
0.5
102
5.6
79
105
14
120
148
26.6
28.0
238
107.7
17.18
506.5
1170.2
1581.7
1493.7
13931
13894
11084
04H5
H8.7
698.8
1001.6
12818
10512
1017 fi
692 1

Noi snhijecl In budget reserve fund.

QOil/Oas
Properly

Tax

fi.fi

834
1391
1730
1634
168.9
1430
142.7
1576
131.0
1284
1135
125
96.2
89.7
8.8
85.0
69.0
66.9
615

Historical Petroleum Kevcmics
(Millions of Dollars)

Reserve
Tax

2231
270.6

0.0
00
0.0

an
0.0

Peel. Mi
Keuls 13nruis
PoYilllicilll__Sales
31
58 4(1
24 16
45 20.3
8.6 179
87 4.7
83 59
77 108
7.7 8.6
75 218
78 0.8
82 900.0
86 0.2
79 0.3
6.7 38
71 24.8
9.8 10
51 =
2.0*
10*
1(1* .
12% 342.4*
12% 7.6%
17.1* 5.0%
27.2% 36.2%
I1.ft* 10.1*
8.2* 115*
14.3* 34.7%
o(1* (15*
6.7% 5.6*
5.6* 11.4*
6.3* on*
7.1* 18.9*
5.8* 26*
5.4* 38.3*
4.0* 06*

ltems

2.5*
3.8*
3.
4.2*
ih*
5.7*
5.3*
4.2*
5.8*
4.2*

60*

45*

Royalties

01
0.3
19
9.5
16.9
193
239
246
235
28.7
40.0
433
34.3*
149.6*
249.2*
688.2*
1118.5*
1157.3*
1078.4*
1017.5*
1034.0*
830.7*
439.3*
694.8*
605.9*
T47.4*
951.6*
702.4*
711.3*
512.1*

Qil/Oas™
Special

418.2*
70.5%
163.9*
257.7*
154.8*
335*
4.7
47*
01*

Total
Petroleum
Revenues

31
9.9
4.2
26.0
27.8
14.9
165
216
21.5
43.0
345
938.9
47.0
484
50.3
80.2
90.4

3915

477.6*

441.5*

821.6*

2256.5*
3301.3*
35/4.8*
3026.6*
2861.6*
2743.5*
2657.9*

1391.5*

1949.6*

1840.4*

2121.4*
2571.8*
2(817.4*
2681.9*
1292.7*

Total G.F.

'AolToiiil

Whrceslricicil  tinrcsiiicicil

JOeipjes
254
48.0
405
68.9
716
67.0
83.0
86.5
8.6

112.7
1124
1067.3
220.4
219.2
208.2
254.9
3234
709.8
874.3
764.9
11110
2501.2
3718.2
4108.4
3631.0
1190.1
3260.0
30755
1794
2105 8
2186.2
2507.2
2986 6
2462.6
3081.6
1652.5
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Taiiic 29 Historical Crude Oil Spot Prices Table30  Historical Crude Oil Production

For Alaska Norlli Slope Crude and Domestic Marker For Alaska North Slope Crude and Cook Inlet
(S/Barrel Nominal) (Million bbl/day)
ANS al ANS al ANS al
EY West Coast ctilf Coasl Lower 48 WTI EY ANS CooUnkt HUAI
1978 0.702 0.144 QMb
iyki 31 34.92 :
IoH? : 201 32.04 32.98 1979 117 0.131 138
1983 3031 3031 3252 1980 -122 0.109 1531
1+ 29.23 29.23 30,59 1981 151 0.093 1601
I9HS 27.89 27.89 28.15 1982 1570 0.080 1650
1986 22.03 22.03 2311 1983 1627 0.073 170)
I9H7 : 15.05 14.98 16.14 1984 1657 0.065 172
19UH 16.12 16.97 16.45 1853 1985 1694 0.055 1749
1950 1722 e 173 2006 1986 1802 0045 187
. . . . '
1901 2157 221 21.72 24.95 1987 zlg 882; 2%
1992 1664 17.81 16.88 20.69 1988 - A .
1993 173 1853 17.93 20.69 1989 1960 0.013 21108
19941 1-105 15.03 1422 1669 1990 1.853 0.033 1886
1995 la 77 17 1l 16.83 18.46 1991 1799 0040 1819
1992 1.791 (Mil.! IKII
1993 1687 0.041 1728
1994 1601 0038 1639
1995 1571 0.042 1613
Source: plan's Oilirain Price Repor; Source: Alaska Departmentof Revenue.

Qil A Gas Amlil Division



