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1002 Federal Receipts
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Grants, Benefits
Miscellaneous
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Expenditures/Revenues (Thousands of Dollars)

Treasury and TaxationOil and Gas Production Tax Rates
Tax Division

Out-Year Cost Estimates

Note: Amounts do not include inflation unless otherwise noted below.

Revenue

OPERATING EXPENDITURES

(S) RES
(S) FIN

Services
Commodities
Capital Outlay

Personal Services
Travel

1037 GF/MH (UGF)
1178 temp code (UGF)

13,530.5 0.0 2,035.5 2,035.5 2,035.5 2,035.5 2,035.5
       

POSITIONS
Full-time 8.0 8 8 8 8 8
Part-time
Temporary
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Analysis

STATE OF ALASKA BILL NO.
2012  LEGISLATIVE  SESSION

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. Creates three different progressive surcharge tax rates that are based on the gross value at the point of 
production. Under this bill, the progressive surcharge is changed from one based on the net value of oil and gas production 
to one based on the gross value at the point of production (GVPP) of oil. The three rates are as follows:  for oil in fields that 
are currently under production, the rate is 0.27% per dollar when the GVPP reaches $60 per barrel, and then decreasing to 
.03% per dollar  at a price $60 over the initial threshold, up to a maximum progressive tax rate of 20%. For the first 7 years 
of production for oil produced from a lease or property containing land that was not in a unit or commercial production prior
to January 1, 2008, the rate is 0.05% per dollar when the GVPP reaches $60 per barrel up to a maximum progressive tax 
rate of 5%. For producers that increase oil production above a company-specific production target based on each 
company's decline rate from 2008 and 2011, the rate for that incremental production is 0.14% per dollar when the GVPP 
reaches $60 per barrel, and then decreasing to .03% per dollar at a price $60 over the initial threshold, up to a maximum 
progressive tax rate of 10%. The initial $60 progressive surcharge tax thresholds would be adjusted annually by the 
increase in U.S. consumer price index for all urban consumers. Under Fall 2011 forecast assumptions, these provisions 
would impact revenue by the following amounts.
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2. Implements a 10% gross minimum tax for companies with average daily production of more than 50,000 BTU-
equivalent barrels per day. This provision of the bill creates a minimum tax of 10% of GVPP for companies producing 
more than 50,000 BTU-equivalent barrels per day. There are currently three companies that are subject to this provision. 
Under Fall 2011 revenue forecast assumptions, this provision would not result in a tax increase for any companies, unless 
oil prices are $80 per barrel or below. At a $50 per barrel oil price, the increase in revenue to the state ranges between $500 
million and $650 million per year over the time horizon of this fiscal note. 

3. Requires that the Department of Revenue develop regulations to allocate lease expenditures between oil and 
gas. This provision of the bill instructs the Department of Revenue, when lease expenditure allocation is necessary, to 
allocate lease expenditures between oil and gas based on gross value at point of production "to the extent possible." This 
provision is expected to impact revenue to the state by less than $10 million per year.

4. Provides for a new Petroleum Information Management System to be implemented by the Department of 
Revenue. This provision of the bill provides for a new information management system for publicly available oil and gas 
information, to be operational before January 1, 2014. This provision is a major new responsibility for the Department, to be
implemented on an accelerated timeframe,  and will compete with the core mission of the Tax Division, which is to assess 
and collect taxes.  

The bill has an effective date of January 1, 2013.  

Agency Costs for Implementing Changes to Production Tax
This bill would require the Department of Revenue to draft and pass several new regulations to address the changes in 
progressive surcharge tax rates, the minimum tax rates, and the allocation of costs between oil and gas.  The Department of 
Revenue expects that it would need a reimbursable services agreement with the Department of Law and other costs totaling 
$495,000. With passage of this bill in the 2012 legislative session, the workshop and public forum process would likely begin
in the summer or fall of 2012, and the majority of the regulation costs would be incurred in FY 13. 
(continued on next page)
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Analysis Continued

STATE OF ALASKA BILL NO.
2012  LEGISLATIVE  SESSION

Specific costs for each major regulation project include the following:
$75,000 for contracted professional services for regulation consulting.
$270,000 for regulations costs including Department of Law, public notice and registry.
$150,000 for public forums for education of taxpayers and public participation, including preparation materials and legal 
support, and possibly travel.

In addition to the one-time costs, the provisions of this bill will require four additional auditor positions to handle the 
increased complexity of the tax law created by this legislation.  The positions would be at the Oil and Gas Revenue Auditor 
IV (Range 24) level, at an annual cost of $546,000 for payroll and benefits, with additional cost for office space, supplies,
travel, etc.

Agency costs for Petroleum Information Management System
Estimated one-time costs to the Department of Revenue for the Petroleum Information Management system are 
approximately $12 million. This includes an estimated $10 million for contract services to procure, design, build, and 
implement the system. An additional $2 million is estimated for procurement of new hardware (data storage devices, 
servers, etc.) to create a robust system that can be replicated for access in both Juneau and Anchorage. An increased 
annual cost of $1 million per year is estimated for ongoing system maintenance, support, storage, server space, and 
licensing. 

Additional staff resources would be required to oversee the information management program, and maintain the data 
warehouse and disaster recovery plans.  We estimate that we would need the following new positions:  one Petroleum 
Economist II (Range 22), one Analyst Programmer V (Range 22), one Database Administrator (Range 15), and one Office 
Assistant III (Range 11). The total annual cost for these four positions is $397,900 for payroll and benefits, with additional 
cost for office space, supplies, travel, etc.
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