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Acronyms
• ANS – Alaska North Slope
• ANWR – Arctic National Wildlife Refuge
• Avg – Average
• Bbl – Barrel
• CBRF – Constitutional Budget Reserve Fund
• CIT – Corporate Income Tax
• DOR – Department of Revenue
• FY – Fiscal Year
• GVPP – Gross Value at Point of Production
• GVR – Gross Value Reduction
• NPR-A – National Petroleum Reserve Alaska
• OCS – Outer Continental Shelf
• PTV – Production Tax Value
• SB21 – Senate Bill 21, passed in 2013
• TAPS – Trans Alaska Pipeline System
• Ths - Thousands
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Overview

•Oil and Gas Revenue Sources – how 
production tax fits in
o FY 2018 – FY 2022 oil and gas revenues

•Production Tax Calculation “Order of 
Operations”
oDetailed walk-through of each step of tax 

calculation
oDefining commonly used terms
o Focus on North Slope oil
o FY 2018 – FY 2022 comparison
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Disclaimer
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• Alaska’s severance tax is one of the most complex in 
the world and portions are subject to interpretation 
and dispute.

• These numbers are rough approximations based on 
public data, as presented in the Fall 2019 Revenue 
Sources Book and other revenue forecasts.

• The numbers on some slides may not appear to add 
up due to rounding.

• We are economists, not auditors.  This presentation is 
not an official statement of the Department as to any 
particular tax liability, interpretation, or treatment.  This 
is not tax advice or guidance.  This presentation is 
solely for illustrative general purposes.



Oil and Gas Revenue Sources

• Royalty – based on gross value of production
o Plus bonuses, rents, and interest
o Paid to Owner of the land:  State, Federal, or Private
o Usually 12.5% or 16.67% in Alaska, but rates vary

• Corporate Income Tax – based on net income
o Paid to State (9.4% top rate)
o Paid to Federal (21% top rate, used to be 35%)
o Only C-corporations* pay this tax

• Property Tax – based on value of oil & gas property
o Paid to State (2% of assessed value or “20 mills”)
o Paid to Municipalities – credit offsets state tax paid

• Production Tax – based on “production tax value” 
o Paid to State – calculation to follow
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 * C‐corporation is a business term that is used to distinguish the type of business entity, as defined under subchapter C of the

federal Internal Revenue Code.



Oil and Gas Revenue Sources:  Five-Year 
Comparison of State Revenue
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History History
Current 
Year Forecast Forecast

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022
ANS oil price ($/bbl) 63.61$        69.46$        63.54$        59.00$        61.00$       
ANS production (ths bbl/ day) 518.5          496.9          492.1          490.5          460.1         

Property Tax * 122$           119$           122$           118$           117$          
Corporate Income Tax 66$              218$           210$           215$           240$          
Production Tax 750$           596$           381$           328$           319$          
Royalties  1,365$        1,497$        1,233$        1,092$        1,069$       
CBRF Settlements 121$           181$           200$           75$              50$             
NPR‐A Shared revenue 24$              12$              11$              9$                11$             

Total 2,448$     2,623$     2,157$     1,838$     1,805$    

Revenue amounts in $ mill ions. Source: DOR Fall  2019 Revenue Sources Book.
* Property Tax is does not include municipal share.



Fiscal System:  Overall Order of Operations

Royalties (State, Federal, or Private)

Property Tax

Production Tax

State Corporate Income Tax

Federal Corporate Income Tax
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Production Tax “Order of Operations”:  FY 2021
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 Source:  Department of Revenue – Fall 2019 Revenue Sources Book.  Illustration only of North Slope oil production tax 

calculation and may not exactly match company‐specific calculations



Production Tax “Order of Operations”:  FY 2021
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 Source:  Department of Revenue – Fall 2019 Revenue Sources Book.  Illustration only of North Slope oil production tax 

calculation and may not exactly match company‐specific calculations

1. Royalty & 
Taxable Barrels



Production Tax “Order of Operations”:  FY 2021
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 Source:  Department of Revenue – Fall 2019 Revenue Sources Book.  Illustration only of North Slope oil production tax 

calculation and may not exactly match company‐specific calculations

2. Gross Value At 
Point of 
Production (GVPP)



Production Tax “Order of Operations”:  FY 2021
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 Source:  Department of Revenue – Fall 2019 Revenue Sources Book.  Illustration only of North Slope oil production tax 

calculation and may not exactly match company‐specific calculations

3. Lease 
Expenditures



Production Tax “Order of Operations”:  FY 2021

12
 Source:  Department of Revenue – Fall 2019 Revenue Sources Book.  Illustration only of North Slope oil production tax 

calculation and may not exactly match company‐specific calculations

4. Production Tax 
Value (PTV)



Production Tax “Order of Operations”:  FY 2021
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 Source:  Department of Revenue – Fall 2019 Revenue Sources Book.  Illustration only of North Slope oil production tax 

calculation and may not exactly match company‐specific calculations

5. Gross Minimum 
Tax



Gross Value Reduction

• Gross Value Reduction (GVR) is an incentive program for 
new fields.

• Available for the first seven years of production and ends 
early if ANS prices average over $70 per barrel for any 
three years.

• Allows companies to exclude 20% or 30% of the gross 
value from the net production tax calculation. 

• In lieu of sliding scale Non-GVR Per-Taxable Barrel Credit, 
qualifying production receives a flat $5 GVR Per-Taxable-
Barrel Credit. 

• The $5 GVR Per-Taxable-Barrel Credit can be applied to 
reduce tax liability below the minimum tax floor, assuming 
that the producer does not apply any sliding scale Non-
GVR Per-Taxable Barrel Credits.
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Production Tax “Order of Operations”:  FY 2021
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 Source:  Department of Revenue – Fall 2019 Revenue Sources Book.  Illustration only of North Slope oil production tax 

calculation and may not exactly match company‐specific calculations

6. Net Tax and 
Gross Value 
Reduction (GVR)



Production Tax “Order of Operations”:  FY 2021
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 Source:  Department of Revenue – Fall 2019 Revenue Sources Book.  Illustration only of North Slope oil production tax 

calculation and may not exactly match company‐specific calculations

7. Tax Credits 
against Liability



Production Tax “Order of Operations”:  FY 2021
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 Source:  Department of Revenue – Fall 2019 Revenue Sources Book.  Illustration only of North Slope oil production tax 

calculation and may not exactly match company‐specific calculations

8. Adjustments and 
Total Tax Paid



Order of Operations:  Five-Year Comparison

18 Source: Department of Revenue – Fall 2019 Revenue Sources Book.  Illustration only of North Slope oil production tax 
calculation and may not exactly match company‐specific calculations



Please find our contact information below:

Dan Stickel
Chief Economist 
Department of Revenue
dan.stickel@alaska.gov
(907) 465‐3279

Conor Bell
Petroleum Economist
Department of Revenue
conor.bell@alaska.gov
(907) 465‐2669

dor.alaska.gov

THANK YOU
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Addendum: 
Distribution of Cash Flows 
and Additional Requested 

Information
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Distribution of Cash Flows:  North Slope Oil

•Share of net cash flows after 
transportation costs and lease 
expenditures that go to government vs 
company

•Modeled two ways
o Typical non-GVR production
o All North Slope production and spending
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Distribution of Cash Flows:  North Slope Oil Typical 
Non-GVR Production

• Charts shown are produced using DOR “Snapshot” model
• Assumes a single company with all deductible costs
• Simplifying assumptions such as non-GVR oil only; North Slope only; etc..
• Transportation costs, production, and lease expenditures, and other 

assumptions from Fall 2019 forecast for FY 2021
• Prices are expressed in nominal terms
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* Upstream cost in this analysis is calculated per each barrel produced including royalty barrels.  Costs represent total 
estimated deductible costs for FY 2021 and incorporate estimated industry spending in the Fall 2019 forecast.

Transportation Costs ($/bbl) 9.78
Royalty Rate 12.50%
State CIT Rate 6.50%
Federal CIT Rate 21.00%
Deductible Upstream CAPEX ($/ total bbl)* 11.62
Deductible Upstream OPEX ($/ total bbl)* 14.08

Total Upstream Costs ($/ bbl)* 25.70
Daily Production (ths bbls / day) 490.5
Property Tax ($/bbl) 1.25



Distribution of Cash Flows from One Barrel of 
Typical Non-GVR Production, FY 2021
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Government Take at Range of Prices from Typical 
Non-GVR Production
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Distribution of Cash Flows:  North Slope Oil Using 
All Slope-wide Production and Costs

• Charts shown are produced using DOR “Snapshot” model
• Assumes two companies with all costs (one GVR, one non-GVR)
• Simplifying assumptions such as oil only; North Slope only; etc..
• Transportation costs, production, and lease expenditures, and other 

assumptions from Fall 2019 forecast for FY 2021
• Prices are expressed in nominal terms
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* Upstream cost in this analysis is calculated per each barrel produced including royalty barrels.  Costs represent total 
estimated costs for FY 2021 and incorporate estimated industry spending in the Fall 2019 forecast.

Transportation Costs ($/bbl) 9.78
Royalty Rate 12.50%
State CIT Rate 6.50%
Federal CIT Rate 21.00%
TOTAL Upstream CAPEX ($/ total bbl)* 18.86
TOTAL Upstream OPEX ($/ total bbl)* 14.90

Total Upstream Costs ($/ bbl)* 33.76
Daily Production (ths bbls / day) 490.5
GVR Production (ths bbls / day) 51.2
Property Tax ($/bbl) 1.25



Distribution of Cash Flows from One Barrel, Using 
All Slope-wide Production and Costs, FY 2021
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Government Take at Range of Prices from All 
Slope-wide Production and Costs
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Impact of Corporate Structure on Cash Flows, an 
Illustration Using Slope-wide Production & Costs, FY 21
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Assuming All Production 
Subject to State 

Corporate Income Tax

Assuming No Production 
Subject to State 

Corporate Income Tax

For Production subject to State Corporate Income Tax (CIT), we assume a State CIT average rate of 6.5% and a Federal CIT rate of 21%  
For Production not subject to State CIT, we assume a State tax rate of 0% and a Federal overall tax rate of 21%.  



FY 2021 Tax Calculation, Assuming Varying Non-
GVR Per-Taxable-Barrel Credit Rates
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Min Tax Net Tax Min Tax Net Tax Min Tax Net Tax Min Tax Net Tax
Tax rate 4% 35% 4% 35% 4% 35% 4% 35%
Tax before credits $312.1 $1,075.2 $312.1 $1,075.2 $312.1 $1,075.2 $312.1 $1,075.2

Higher of minimum or net tax
GVR Per‐taxable‐barrel credits
Non‐GVR per‐taxable‐barrel credits
Other credits against liability

Total Tax after credits
Other items / adjustments

Total Tax paid to the state

$3 per‐taxable‐barrel

$1,075.2
($52.1)
($422.1)
($89.5)

$511.5
$19.6

$531.1

$427.9
$17.2

$445.2

$1,075.2

$8 per‐taxable‐barrel $5 per‐taxable‐barrel $4 per‐taxable‐barrel

$1,075.2
($31.0)
($560.2)
($56.1)

$304.7
$23.4

$328.1
$17.2

$414.3

($26.5)
($742.6)
($1.4)

$1,075.2
($31.0)
($624.5)
($22.6)

$397.1



FY 2021 Production Tax Sensitivity, Assuming 
Varying Non-GVR Per-Taxable-Barrel Credit Rates
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FY 2021 ANS 
Price Forecast 

$59



“Count the Cash”:  Petroleum Net Fiscal Impact
valuing carry-forward expenditures at net tax rate
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Notes:  Includes Restricted and Unrestricted Revenue
(1) Includes Hazardous Release
(2) Includes NPR‐A Rents, Royalties, Bonuses, and Constitutional Budget Reserve Fund Deposits
(3) Some lease expenditures earned in FY 2018 may be represented in FY 2019.

 Source:  Fall 2019 Revenue Sources Book, Tables 8‐4 & A‐3



“Count the Cash”:  Petroleum Net Fiscal Impact
assuming no value to carry-forward expenditures

32

Notes:  Includes Restricted and Unrestricted Revenue
(1) Includes Hazardous Release
(2) Includes NPR‐A Rents, Royalties, Bonuses, and Constitutional Budget Reserve Fund Deposits
(3) Some lease expenditures earned in FY 2018 may be represented in FY 2019.

 Source:  Fall 2019 Revenue Sources Book, Tables 8‐4 & A‐3



State Petroleum Revenue by Land Type
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