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Department of Revenue
THE STATE

TAX DIVISION
of
550 W. Seventh Ave., Suite 500

Anchorage, Alaska 99501-3555

e N (T TTRTLT Main: 907.269.6620
GOVERNOR MIKE DUNLEAVY Fax. 907 260 4ea

March 22, 2021

The Honorable Neal Foster

Alaska State Representative
Co-Chair, House Finance Committee
State Capitol Rooms 505

Juneau, AK 99801

The Honorable Kelly Merrick

Alaska State Representative
Co-Chair, House Finance Committee
State Capitol Rooms 511

Juneau, AK 99801

Dear Co-Chairs Foster and Merrick,

The purpose of this letter is to provide you with a response to the questions asked of the
Department of Revenue (DOR) during the Order of Operations presentation to the House
Finance Committee on March 3, 2021. Please see the questions in italics and our responses
immediately below the questions.

1. Provide a multi-year history of Alaska North Slope oil transportation costs.

A 10-year history of transportation costs, with detailed breakdown of the components, can be found in
Appendix Table B-1 on page 105 of the Fall 2020 Revenue Sources Book. We are also attaching and
extended version of this table with data from FY 2003 — FY 2020.

2. Provide a range of the effective tax rates that producers on the North Slope pay in production
taxes.

Effective tax rates (as a percentage of production tax value) range from 0% to over 100% depending on
the year and the company. On the low end, some producers can reduce their tax liability below the
gross minimum tax floor down to zero using various credits (for example, using GVR-eligible per-
taxable-barrel credits if the company foregoes using any non-GVR sliding-scale per-taxable-barrel
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credits). In other cases, producers can owe production taxes when profits are very small or even
negative. When that happens, the effective tax rate can exceed 100%.

In aggregate, based on the Fall 2020 revenue forecast, the average effective tax rate for typical, non-
GVR production is estimated to be 15% in FY 2022.

| hope you find this information to be useful. Please do not hesitate to contact me if you have
further questions.

Sincerely,

DocuSigned by:
Colleon. Mlopen

CD6B2B88CO7447E...
Colleen Glover

Tax Division Director

Attachment: Nominal Netback Costs, FY 2003-2020 (RSB Table B-1 Extended)
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Appendix Table B-1; Extended History
Nominal Netback Costs, History; By netback segment
Dollars per Barrel

Fiscal Year 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

1 Alaska North Slope West Coast 28.60 32.38 44.85 62.12 61.60 96.51 68.34 74.90 94.49 112.66 107.57 107.57 72.58 43.18 49.42 63.61 69.46 52.12
Netback Costs™

2 Marine Costs 1.70 1.69 1.79 1.65 1.62 1.93 2.05 221 2.44 3.24 3.64 3.70 3.25 3.15 3.18 3.28 3.06 2.84
3 TAPS Tariff 3.37 3.16 3.16 3.33 4.37 5.08 4.59 3.81 4.02 5.06 5.93 6.52 6.11 6.25 6.09 5.84 4.49 4.82
4 Feeder Tariff 0.33 0.28 0.28 0.27 0.45 0.31 0.31 0.31 0.29 0.31 0.35 0.38 0.42 0.39 0.45 0.41 0.57 0.60
5 Quality Bank -0.12 -024 -024 -038 -08 -1.26 -052 -041 -054 -068 -0.67 -0.59 -037 -004 -0.16 -0.17 -0.29 -0.23
6 Other? 0.11 0.00 -0.29 0.17 -0.18 -0.01 -0.05 0.09 0.46 0.44 0.51 0.41 0.33 0.13 0.15 0.17 0.19 0.14
7 Total of Netback Costs 5.17 4.92 4.60 5.18 5.40 6.05 6.38 6.01 6.67 8.37 9.76 10.42 9.74 9.88 9.70 9.52 8.02 8.16
8 ANS Wellhead Wtd Average All Destinations 23.42 2746 40.25 56.94 56.20 90.46 6196 68.89 87.82 104.28 97.81 97.15 62.83 33.30 39.73 54.09 61.44 43.96

(1) Field-specific transportation costs represent the average cost for all barrels, whether or not they incur a specific expense. For example, feeder costs represent the average cost for all barrels, including Prudhoe
Bay production not using a feeder pipeline. Slopewide costs are estimated based on reported relevant cost information. The Department of Revenue’s data sources are variable and the department has not been able

to confirm that these calculations are consistent for all years.

(2) This category primarily includes pipeline and tanker gains and losses.
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