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0.0 0.0 0.0 0.0 0.0 0.0 0.0
       

POSITIONS
Full-time
Part-time
Temporary

*** *** *** *** *** ***

Estimated SUPPLEMENTAL (FY12) operating costs                     (separate supplemental appropriation required)
(discuss reasons and fund source(s) in analysis section)
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The revenue impact of this bill is indeterminate.

This bill makes several changes to the oil and gas production tax system. Each of the major changes, along 
with its potential revenue impact, is discussed below.

1. A gross revenue exclusion is created for calculating the base tax and the progressive tax for North 
Slope production in areas that were not unitized or in commercial production as of January 1, 2008. For 
production from qualifying areas, the production tax value is adjusted by 30 percent of the gross value at point 
of production for purposes of calculating the base tax and progressive tax due. The tax rates are calculated 
before application of this adjustment, and the production tax value may not be reduced below zero. The 
qualifying new fields provisions are effective for the first 10 years of production, after which the field would be 
taxed at the same rate as non-qualifying production. The effective date of this provision is 1/1/2013. Estimated 
revenue impacts based on our Fall 2011 revenue forecast assumptions, and illustrations of higher production 
levels, are shown in following tables. 

2. A gross revenue exclusion is created for calculating the progressive tax for North Slope production 
in areas that were unitized or in commercial production as of January 1, 2008. For production from 
qualifying areas, the production tax value is adjusted by 40 percent of the gross value at point of production for 
purposes of calculating the progressive tax due (no change in calculation of the base tax). The tax rates are 
calculated before application of this adjustment, and the production tax value may not be reduced below zero. 
The effective date of this provision is 1/1/2013. Estimated revenue impacts based on our Fall 2011 revenue 
forecast assumptions, and illustrations of higher production levels, are shown in following tables. 

3. The maximum production tax rate is reduced from 75% to 60%. Currently, the maximum production tax 
rate is 75% (25% base rate and 50% progressive rate) which would apply at a production tax value of $342.50 
per barrel. This bill reduces the maximum rate to 60% (25% base rate and 35% progressive rate) which would 
apply at a production tax value of $192.50. The effective date of this provision is 1/1/2013. While this provision 
would provide a benefit and maintain the efficacy of the tax system at extremely high prices, we do not forecast 
a revenue impact because prices are expected to be lower than what would be needed to invoke the 60% 
maximum rate.  

4. The provision requiring that credits be taken over two years is eliminated. This provision would result 
in companies using credits earlier than they would without this change, and except for time value of money 
impact, it is revenue neutral. This provision applies to expenditures after 12/31/2011. Using the Fall 2011 
forecast assumptions, this provision is expected to increase credits taken in CY 2012 by around $400 million 
(presented in FY 13 for this fiscal note). Since the credit redemption is brought forward, not increased, a 
corresponding decrease in credit redemption would be expected in CY 2013 (presented in FY 2014). The 
impact would be seen in both tax liabilities and credits for refund, which are paid through appropriation. 

5. The 40% credit for well lease expenditures is expanded to include qualified expenditures incurred 
north of 68 degrees North Latitude. This provision applies to expenditures incurred after 12/31/2012. Over 
the time horizon of this fiscal note, we estimate this provision will have an annual fiscal impact of between $200 
million and $400 million  annually. The fiscal impact would be seen in both tax liabilities and credits for refund, 
which are paid through appropriation.  These estimates do not include any additional production or investment 
that might result from this bill. 
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