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A l a s k a  Oil P r o d u c t i o n

□ Other (1)

□  Northstar 

■  Alpine

□ Kup-Sat 

E Kuparuk

□ PBO-Sat

□ Prudhoe Bay

1 9 6 5  1 9 7 0  1 9 7 5  1 9 8 0  1 9 8 5  1 9 9 0  1 9 9 5  2 0 0 0  2 0 0 5  2 0 1 0  2 0 1 5  2 0 2 0

F i s c a l  Y e a r
O s f c m f r "  2005 Rcvcnuc Sourccs Bo°k: Alaska Department or Revenue, Tax Division

'(f) C'oMPlnlct, Duck Island. Ivulnc Point, Greater Point McIntyre, Liberty, Known On & Offshore, Fiord and N-PRA.



T h e  G o v e r n o r ' s  3  B i g  I d e a s

□ Idea Two: W e  need to use the Tax 

system to encourage investment

□ Investment leads to m o r e  production

□ More production leads to m o r e  

revenue

□ Four w a y s  the bill recognizes 

investment

03/27/06 13



4  w a y s  of e n c o u r a g i n g  i n v e s t m e n t

□ Net vs gross - all investment is a 

deduction

□ 2 0 %  credits for capital investments

□ U p  to a $73 million Annual Allowance

□ Recognition of Transition Investment 

Expenditures

03/27/06



4  w a y s  of e n c o u r a g i n g  i n v e s t m e n t

□  N e t  v s  g r o s s  -  a l l  i n v e s t m e n t  i s  a  d e d u c t i o n

c s  p r e s e r v e s

□  2 0 %  c r e d i t s  f o r  c a p i t a l  i n v e s t m e n t s

c s  p r e s e r v e s

□  U p  t o  a  $ 7 3  m i l l i o n  a n n u a l  a l l o w a n c e

C S  h a s  a  s i m i l a r  f e a t u r e  w i t h  u p  t o  1 2  m i l l i o n  d o l l a r  
a n n u a l  c r e d i t

□  R e c o g n i t i o n  o f  T r a n s i t i o n  I n v e s t m e n t  

E x p e n d i t u r e s

C S  h a s  r e d u c e d  f r o m  5  y e a r s  t o  3  m o n t h s  o f  i n v e s t m e n t
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T a x  B a s e d  o n  N e t  Profits

□ Governor's bill provided a tax based 

on Net Profits

□ C S  maintains this approach

16



G r o s s  vs. N e t

C u r r e n t  T a x  o n  G r o s s

V a l u e  a t  w e l l h e a d $ 5 0 . 0 0

T i m e s :  t a x  r a t e 1 5 %

T a x  b e f o r e  E L F $ 7 . 5 0

03/27/06

#  •

P P T  o n  N e t

V a l u e  a t  w e l l h e a d $ 5 0 . 0 0

L e s s :

L e a s e  o p  e x p s 0 2 , 5 0 )

N e t  t a x a b l e $ 3 7 . 5 0

T i m e s :  t a x  r a t e 2 0 %

T a x  b e f o r e

c r e d i t s $ 7 . 5 0

17



T a x  B a s e

Gross value at point of production

03/27/06



D e t e r m i n i n g  v a l u e  u n d e r  

c u r r e n t  s y s t e m

W e s t

c o a s t

v a l u e

$

03/27/06



G r o s s  V a l u e  u n d e r  P P T

D e p t ,  o f  R e v e n u e  c a n  a l l o w  a  p r o d u c e r  t o  

e l e c t  t h e  u s e  o f :

■ R o y a l t y  v a l u e

■ D O R  f o r m u l a  t h a t  e s t i m a t e s  a  v a l u e  a t  a  

s p e c i f i c  l o c a t i o n  s u c h  a s  p o i n t  o f  d e l i v e r y  

i n t o  a  c o m m o n  c a r r i e r  p i p e l i n e

03/27/06 20



T a x  B a s e d  o n  N e t  Profits

Gross value at point of production 

Less: Lease expenditures

♦ o p e r a t i n g  c o s t s

♦ c a p i t a l  e x p e n d i t u r e s

♦ a l l o w a n c e  f o r  o v e r h e a d

E q u a l s :  N e t  P r o f i t s

03/27/06



N o n - d e d u c t i b l e  e x p e n s e s

■ Depreciation

■ Royalty pay m e n t s

■ Taxes based on net income

■ Interest &  financing charges

■ Lease acquisition costs

■ Other costs

03/27/06



•  •  •

G o v e r n o r ' s  Bill: C r e d i t s  t o  

E n c o u r a g e  I n v e s t m e n t

■ 2 0 %  of qualified capital expenditures

■ M a y  be taken on:

♦ Exploration costs

♦ Capital costs incurred o n  lease

■ Credits are transferable

03/27/06 23



•  •  •

C S :  C r e d i t s  to E n c o u r a g e  

I n v e s t m e n t

■ C S  maintains credits

■ C S  a l s o  a l l o w s  t h e  S t a t e  t o  p u r c h a s e  u p  t o  

$ 1 0 M  w o r t h  o f  c r e d i t s

■ Credits m a y  not be taken on:

■ A b a n d o n m e n t  c o s t s

03/27/06 24



F r i e n d l y  to N e w  I n v e s t o r s

□ Ability to monetize credits and losses

□ Base allowance

■ Governor's bill: $ 7 3 M  deduction

■ CS: converts this to a credit 

of up to $ 1 2 M

(equivalent to $ 6 0 M  deduction)

03/27/06 25



Effect o f  S t a n d a r d  C r e d i t

n o n e  $ 5 M  $ 1 2

n e t  i n c o m e  $ 1 0 0 . 0  $ 1 0 0 . 0  $ 1 0 0 . 0

t i m e s :  2 0 %  2 0 %  2 0 %

t a x  b e f o r e

c r e d i t s $ 2 0 . 0 $ 2 0 . 0 $ 2 0 . 0

c a p e x  c r e d i t 0 . 0 ( 1 . 0 ) ( 2 . 4 )

s t a n d a r d  c r e d i t 0 . 0 ( 5 . 0 ) ( 1 2 . 0 )

n e t  d u e $ 2 0 . 0 $ 1 4 . 0 $ 5 . 6

03/27/06 26



H o w  a r e  l o s s e s  h a n d l e d ?

Gross value

l e s s :

L e a s e  o p  e x p s  

C a p i t a l  e x p ' s  

N e t  l o s s  ( N O L )

$50.00

(12.50)

(60.00)

($22.50)

03/27/06 27



•  •  •

N e t  O p e r a t i n g  L o s s e s  ( N O L ' s )

■ Ca n  be converted to Credits

■ 2 0 %  of loss

03/27/06 28



T r a n s i t i o n  P r o v i s i o n

■ Governor's bill allowed deductions for 

recent capital expenditures

■ L a s t  f i v e  y e a r s '  c a p i t a l  e x p e n d i t u r e s

■ A l l o w e d  o v e r / f >  y e a r s

■ A l l o w a b l e  o n  W h e n  p r i c e  o f  o i l  e x c e e d e d  

$ 4 0

29



T r a n s i t i o n  P r o v i s i o n s  in C S

■ Allows cost recovery of assets placed 

in service 1/1/06— 3/31/06

■ Deduction of 1/9 of cost in each of 9 

m o n t h s  after effective date

03/27/06



T h e  G o v e r n o r ' s  3  B i g  I d e a s

□ Idea Three: W e  ought to get a fair 

share of tax revenues w h e n  prices re 

high, especially if reinvestment is low

□ With high prices w e  are not getting a 

fair share

□ W e  should be treated as fairly as 

other jurisdictions while remaining 

competitive with t h e m  for investment

03/27/06 31



F a i r  T a x  R a t e

G o v e r n o r ' s  b i l l : 2 0 %



F a i r  T a x  R a t e

G o v e r n o r ' s  b i l l :  2 0 %

C S  m a i n t a i n s  g e n e r a l  t a x  r a t e  o f  2 0 %  a n d  a d d s  
p r o g r e s s i v e  f e a t u r e



•  •  •

P r o g r e s s i v i t y  S u r c h a r g e

□ Oil surcharge applies w h e n  oil price 

(WTI) exceeds $50/bbl

□ Gas  surcharge applies w h e n  gas price 

(HH) exceeds $8

□ Deductible from PPT

03/27/06 34



P r o g r e s s i v i t y  S u r c h a r g e

□ Oil surcharge adds 3 %  tax based on 

gross value of oil, for each $10 

increase in oil price

□ Ga s  surcharge adds 2 %  tax based on 

gross value of gas, for each $1 

increase in H H  gas price

03/27/06 35



•  •  •

Progressivity Feature as A m e n d e d

Nominal Progressive Rate

0.4 

0.35 - 
0.3 - 

0.25 H 
0 . 2  
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0.05 
0
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-a — A m e n d e d  C S  

O r i g i n a l  C S
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WTI P r ic e
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H o w  d o e s  p r o g r e s s i v i t y  F e a t u r e  W o r k ?

G o v e r n o r 's

W T I  P r ic e :  $  7 0 .0 0

A N -S  ( A s s u m e  $ 2  le s s )  6 8 .0 0

D o w n s t r e a m  T r a n s p o r t a t io n  ( 7 .0 0 )

W e llh e a d  V a lu e  (g r o s s )  6 1 .0 0

U p s t r e a m  P r o d u c t io n  C o s ts  ( 7 .0 0 )

P r o d u c tio n  T a x  V a lu e  (n e t)  5 4 .0 0

 2 0 %

1 0 . 8 0

P e r c e n t a g e  G r o s s  1 7 .7 %

P e r c e n t a g e  N e t  2 0 .0 %

03/27/06 37



•  •  •

H o w  D o e s  P r o g r e s s i v i t y  F e a t u r e  W o r k ?

H o u s e  R e s o u r c e s  C S

P P T  P r o g r e s s iv i t y  T o ta l

W T I  P r ic e :  $  7 0 .0 0  $  7 0 .0 0

A N S  ( A s s u m e  $ 2  le s s )  6 8 .0 0  6 8 .0 0

D o w n s t r e a m  T r a n s p o r t a t io n  ( 7 .0 0 )  ( 7 .0 0 )

W e llh e a d  V a lu e  (g r o s s )  6 1 .0 0  6 1 .0 0  6 1 .0 0

P r o g r e s s iv i t y  6 %

P r o g r e s s iv i t y  A m o u n t  ( 3 .6 6 )  3 .6 6

U p s t r e a m  P r o d u c t io n  C o s t s  ( 7 .0 0 )

P r o d u c tio n  T a x  V a lu e  (n e t)  5 0 .3 4  5 4 .0 0

03/27/06 38



H o w  D o e s  P r o g r e s s i v i t y  F e a t u r e  W o r k ?  

( C o n t . )

H o u s e  R e s o u r c e s  C S

— P r o g r e s s iv it y  T o t a l

P r o d u c tio n  T a x  V a lu e  (n e t) 5 0 .3 4 5 4 .0 0

P P T  R a te 2 0 %

T o ta l  T a x 1 0 .0 7 3 .6 6 1 3 .7 3

P e r c e n t a g e  G r o s s 1 6 .5 % 2 2 . 5 %

P e r c e n t a g e  N e t 2 0 .0 % 2 5 . 4 %

03/27/06 39



G o v e r n o r ' s  Bill: O t h e r  Provisions

■ Monthly return filing

■ 9 0 %  p a y m e n t  safe harbor

■ Yearly true-up on 3/31

03/27/06 40



O t h e r  P r o v i s i o n s  in C S

s p i l l  f e e  r e m a i n s  t h e  s a m e  i n  t o t a l

— s u s p e n d e d  f e e  ( A S  4 3 . 5 5 . 2 0 1 )

— 2  c e n t s  c h a n g e d  t o  1  c e n t

— n o n - s u s p e n d e d  f e e  ( A S  4 3 . 5 5 . 3 0 0 )

3  c e n t s  c h a n g e d  t o  4  c e n t s

N o  L o n g e r  C r e d i t a b l e  a s  i n  G o v e r n o r ' s  B i l l

41



O t h e r  P r o v i s i o n s  in C S

□ S B  185 4 0 %  credits extended for 10 

years

□ Private royalty oil tax rate set at 5 %

□ Penalty applies if 9 0 %  safe-harbor 

not m e t

□ Effective date changed from 7/1/06 

to 4/1/06

03/27/06 42



P P T : A  T a x  for A l a s k a ' s  F u t u r e

03/27/06 43



P P T  R E V E N U E  

S T U D I E S

P r e s e n ta t io n  to  

H o u s e  F in a n c e

A l a s k a  D e p a r t m e n t  o f  R e v e n u e  

T a x  D i v i s i o n  

M a r c h  2 7 ,  2 0 0 6



O V E R V I E W

Description of tax 

Description of model 

Long-term cumulative revenues 

Annual revenues 

Effective tax rate 

State take 

C o o k  Inlet



•  •  •

P P T

• S t a r t  w i t h  W E L L H E A D ^  V A L U E  ( m a r k e t  v a lu e  le s s  
t r a n s p o r t a t i o n )  ( n e t  o f  r o y a l t y )

• C o m p u t e  P R O G R E S S I V E  S U R C H A R G E

• S u b t r a c t  U P S T R E A M  C O S T S  ( c a p i ta l ,  o p e r a t in g ,  p r o p e r t y  ta x ,  
p r o g r e s s iv e  s u r c h a r g e )

• T h is  is  T A X A B L E  P R O F I T

• M u l t ip ly  t a x a b le  in c o m e  b y  T A X  R A  T E

• T h is  is  t h e  T A X  B E F O R E  C R E D I T S

• C r e d i t s  a r e  c a p i ta l  c o s t s  m u l t ip l ie d  b y

• S u b t r a c t  a d d i t io n a l  S T A N D A R D  C R E D I T  o f  $ 1 2  m i l l io n  ( f i r s t  1 0  
y e a r s )

• T h is  is  s u b t r a c t e d  f r o m  th e  ta x  b e fo r e  c r e d i t s  a n d  p r o g r e s s iv e  
s u r c h a r g e  is  a d d e d  to  y ie ld  th e  P P T  P A I D

3



•  •  •

P r o g r e s s i v e  S u r c h a r g e

• 0.3% of difference between W T I  and $50

• Applies to wellhead value

• Deductible for P P T  calculation

• Over $110 jumps up to 37.5% and stays 

constant

4
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F IG U R E  2A

W T I  &  A N S  Crude Prices: Jan 1988-Feb 2006

10 -

Jan-88
1------------------- 1------------------ r

Jan-90 Jan -92  Jan -94  Jan-96 Jan-98

i ---------------------- 1---------------------r

Jan-00 Jan-02 Jan -04  Jan-06
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F IG U R E  2B

W T I - A N S  Differential: Jan 1988-Feb 2006



•  •  •

P P T  Example

• 2 0  m i l l io n  t a x a b le  b a r r e ls  @  $ 6 0 / b b l  A N S  W e s t  C o a s t  =  M A R K E T  

V A L U E  o f  $ 1 , 2 0 0  m i l l io n  ( e x c lu d e s  r o y a l t y )

• $ 2 /b b l  s h ip p in g  +  $ 3 /b b l  T A P S  =  $ 5 /b b l  =  $ 1 0 0  m i l l io n

•  W E L L H E A D  V A L U E  =  $ 1 , 1 0 0  m i l l io n

•  P R O G R E S S I V E  S U R C H A R G E  =  3 %  X  $ 1 .1 0 0  =  $ 3 3  m i l l io n

• U P S T R E A M  C O S T  =  C a p i ta l  +  O p e r a t in g  +  P r o p e r t y  T a x  +  
P r o g r e s s iv e  S u r c h a r g e  =  $ 3 0 0  m i l l io n

•  T A X A B L E  P R O F I T  =  $ 1 .1 0 0  - $ 3 0 0 - $ 3 3  =  $ 7 6 7

• If  T A X  R A T E  =  2 0 % ,  T A X  B E F O R E  C R E D I T S  =  2 0 %  X  $ 7 6 7
=  $ 1 5 3  m i l l io n

• I f  c a p i ta l  =  $ 2 0 0  m i l l io n  a n d  th e  C R E D I T  R A T E  =  2 0 % ,  c r e d i t  =
$ 4 0  m i l l io n

• A d d i t io n a l  S T A N D A R D  C R E D I T  o f  $ 1 2  m i l l io n  ( f i r s t  1 0  y e a r s )

• P P T  P A I D  =  $ 1 5 3  +  $ 3 3  -  $ 1 2  -  $ 4 0  =  $ 1 3 4  m i l l io n



V o l u m e  S c e n a r i o s

N o  e n h a n c e d  v o l u m e s  /  N o  g a s l i n e

-  T o t a l s  5 . 7  b i l l i o n  b a r r e l s  t h r o u g h  2 0 3 0

• I n c lu d in g  0 .6  b i l l io n  b a r r e ls  o f  h e a v y  o i l

-  N o  a d d i t i o n a l  h e a v y  o i l  a t  p r i c e s  u n d e r  $ 3 0

G a s l i n e  a n d  e n h a n c e d  v o l u m e s

-  T o t a l s  1 0 . 5  b i l l i o n  b a r r e l s  t h r o u g h  2 0 5 0

• I n c lu d e s  a d d i t io n a l  3 .1  b i l l io n  b a r r e ls  c o n v e n t io n a l

-  7 0 0  m i l l i o n  b a r r e l s  n e t  s t e m m i n g  f r o m  g a s l i n e

• In c lu d in g  a d d i t io n a l  1 .7  b i l l io n  b a r r e ls  h e a v y  o il

-  N o  a d d i t i o n a l  h e a v y  o i l  a t  p r i c e s  u n d e r  $ 3 0
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F IG U R E  3

Volume Scenarios
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•  •  •

C o s t s  a n d  P r i c e s

•  C o s t s

-  $ 1 0 0  m m / y r  e x p lo r a t io n  th r o u g h  2 0 4 0

-  $ 1 /b b l  o n - g o in g  c a p i ta l  o n  a l l  b a r r e ls

-  $ 3 . 5 0 /b b l  d e v e lo p m e n ta l  c a p i t a l  o n  2 /3  o f  e x is t in g  c o n v e n t io n a l  
o il

-  $ 8 /b b l  d e v e lo p m e n t a l  c a p i ta l  o n  2 /3  o f  e x is t in g  h e a v y  o i l

-  $ 3 . 5 0 /b b l  d e v e lo p m e n t a l  c a p i ta l  o n  n e w  c o n v e n t io n a l  o i l

-  $ 8 /b b l  d e v e lo p m e n t a l  c a p i ta l  o n  n e w  h e a v y  o il

-  $ 3 / b b l  o p e r a t in g  c o s t s  o n  c o n v e n t io n a l  o il

-  $ 5 /b b l  o p e r a t in g  c o s t s  o n  h e a v y  o il

• C o s t s ,  p r i c e s ,  a n d  r e v e n u e s  a r e  a l l  r e a l  $ 2 0 0 5  d o l l a r s

•  H e a v y  o i l  d i s c o u n t e d  8 %  f o r  q u a l i t y

• 1 0  f u l l  e q u i v a l e n t  s t a n d a r d  $ 1 2  m i l l i o n  c r e d i t s

n



F e e d b a c k  E f f e c t s  N o t  M o d e l e d

• Production depends on investment

-  M o r e  i n v e s t m e n t  w i t h  i n c e n t i v e s

-  C r e d i t s  a r e  i n c e n t i v e

• More investment with higher prices

• Less investment with higher taxes

• Investment driven by competitive 

international opportunities ... which are 

always evolving

1 2



C u m u l a t i v e  R e v e n u e s

• Without enhanced volumes / without 

gasline (through 2030)

• With enhanced volumes / with gasline 

(through 2050)

-  D o e s  n o t  i n c l u d e  g a s l i n e  s e v e r a n c e  t a x e s

-  I n c l u d e s  g a s l i n e  c o s t s

13



Cu
m 

Se
v 

Ta
x 

($
B

)

FIGURE 4

Cumulative Severance Tax ($B) 
2 0 0 6 - 2 0 3 0  

Low Volume Scenario60 

50 

40 

30 

2 0  

1 0  

0

$15 $25 $35 $45 $55 $65

ANS W est C oast Price ($/bbl)

sq gov bill house cs



•  •  •

F i g u r e  5  

C r o s s o v e r  P o i n t  a n d  S l o p e

A N S  P r i c e

15
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s q  g o v  b i l l  h o u s e  c s



A n n u a l  R e v e n u e s

•  W i t h o u t  e n h a n c e d  v o l u m e s  /  w i t h o u t  g a s l i n e  

( t h r o u g h  2 0 3 0 )

-  $ 2 0

-  $ 4 0

-  $ 6 0

•  W i t h  g a s l i n e  /  w i t h  e n h a n c e d  v o l u m e s  ( t h r o u g h  

2 0 5 0 )  ( d o e s  n o t  i n c l u d e  g a s i i n e  s e v e r a n c e  

t a x e s ;  i n c l u d e s  g a s l i n e  c o s t s )

-  $ 2 0

-  $ 4 0

-  $ 6 0
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F ig u r e  7

Annual Severance Tax Revenues @ $ 2 0  Price 
Low Volume Scenario ($millions)

3 5 0  

3 0 0  

2 5 0  

2 0 0  

1 5 0  

1 0 0  

5 0  

0

2 0 0 5  2 0 1 0  2 0 1 5  2 0 2 0  2 0 2 5  2 0 3 0

ANS West Coast Price ($/bbl)
 s q  g o v  b i l l  h o u s e  c s

A v e ra g e  a n n u a l re ve n u e s  $ 1 00  m illion  less th a n  s ta tu s  q u o  (bo th  p ro p o sa ls )
N ote : S ta tu s  qu o  a ve ra g e s  $1 16  m illion  a n n u a lly
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Annual Severance Tax Revenues @ $ 4 0  Price 
Low Volume Scenario ($millions)

1 ,2 0 0

1 ,0 0 0  

800 

600 

400 

2 0 0  

0

2005 2010 2015 2020 2025 2030

ANS W e st Coast P rice ($/bbl)
 s q  gov bill house cs

House CS has average annual revenues $400 million more than status quo 
and $ 1 0 0  more than Governor’s bill 

Note: 2017 is when $12 million allowance expires under House CS



•  •  •

F i g u r e  9

Annual Severance Tax Revenues @ $ 6 0  Price 
Low Volume Scenario ($m?'!ions)

3,000

2,500 

H  ^ 2 , 0 0 0  

|  J 1,500

§  " i , o o o  
<

500 

0

2005 2010 2015 2020 2025 

ANS West Coast Price ($/bbl)

2.030

------s q ------ gov bill house cs

House CS has average annual revenues $1.3 billion more than status quo 
and $400 million more than Governor’s bill. Net annual progressive surcharge $200-$400 

Note this is equivalent to State gasline revenues at $5.00/mmbtu Chicago 
price without the gasline. 2(
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s q  gov bill house cs

Annual Severance Tax Revenues @ $ 2 0  Price 
High Volume Scenario ($millions)

2005 2015 2025 2C35 2045

ANS West Coast Price ($/bbl)

A v e ra g e  a n n ua l re ve n u e s  $ 1 0 0  m illio n  less than  s ta tu s  q u o  (bo th  p ro p o sa ls )
N o te : S ta tu s  quo  a ve ra g e s  $ 1 12  m illion  a n n u a lly
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F ig u r e  11

Annual Severance Tax Revenues @ $ 4 0  Price 
High Volume Scenario ($millions)

ANS West Coast Price ($/bbl)

s q  gov bill house cs

House CS has average annual revenues $300 million more than
status quo and $ 1 0 0  more than Governor’s bill
Note: 2017 is when $12 million allowance expires under House
CS
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•  •  •

F i g u r e  1 2

Annual Severance Tax Revenues @ $ 6 0  Price 
High Volume Scenario ($millions)

3.000

2.500

2 . 0 0 0

1.500

1 , 0 0 0

500 

0

2005 2015 2025 2035 2045

ANS W es t C oast P rice

 s q  gov bill house cs

House CS has average annual revenues $1.2 billion more than status quo 
and $400 million more than Governor’s bill. Net annual progressive surcharge $200-$400 mm.
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E f f e c t i v e  T a x  R a t e

• Severance Tax / (Wellhead less Royalty)

-  W i t h o u t  e n h a n c e d  v o l u m e s  /  w i t h o u t  g a s l i n e

-  W i t h  e n h a n c e d  v o l u m e s  /  w i t h  g a s l i n e
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Effective Severance Tax Rate 
Sev Tax / Wellhead (less royalty)

AN S  W est Coast Price

—  sq — gov bill house cs
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F I G U R E  14

Effective Severance Tax Rate 
Sev Tax / Wellhead (less royalty)

ANS W es t C o a s t P ric e

s q  g o v  b i l l  h o u s e  c s



S t a t e  T a k e

Sev Tax / Economic Rent
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1 0 0%

80%

60%

40%

2 0 %

0 %

State Take 
Sev Tax / Econ Rent

T  [

$25 $35 $45 $55 $65

ANS West Coast Price ($/bbl)

s q  g o v  b ill h o u s e  c s
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$25 $35 $45 $55 $65

ANS W est Coast P rice ($/bb l)

 s q  g o v  b i l l  h o u s e  c s

1 0 0 %

80%

60%

40%

2 0 %

0 %

State Take 
Sev Tax I  Econ Rent



Cook Inlet
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COOK INLET
»

----------------------------- 1------------------------
! I Oil Gas Barrels of o il11
; ' barrels/day mcf/day; Equivalent;
i
!

ii »

i Aurora 0 9,260 1,543
; Chevron/Unocal1-------  _ , 7,885 116,755 27,3441
ExxonMobil 1,111 0 1,1111I
Forest 6,891 108 6,9091
Marathon* 157 165,288 27,7051
ML&P o! 15,431 2,572

iConocoPhillips 0 f 167,650 27,942 i
IXTOE Energy 3,283 92 3,298:

TOTAL 19,327 474,584 98,424

3 1



•  •  •

Cook Inlet Gas
• Cook Inlet is 80% gas on a BOE basis
• Industry is evolving

-  Decreased production?
-  Higher prices?
-  Increased investment?

• PPT im pact on oil taxes not sign ificant
• Gas taxes on existing fie lds may increase 

at h igher prices

• New fie lds may see lower taxes/h igher npv
3 2



G A S  E L F

1 - ( 3000 / Average Well Productivity)

Example: 10,000 mcf/well/day

ELF = 0.70 

6,000 mcf/well/day

ELF = 0.50

3 3



C O O K  I N L E T  G A S  F I E L D S  j

|
I 1 i
! J  i i

F ie ld M C F /d a y A v g  E lf j
I B E L U G A  R IV E R 155 ,7 4 0 ! 0 .7 5 1 !

B E A V E R C R E E K 17 ,554 ) 0 0 8 8 '

| C A N N E R Y  LO O P 4 0 ,6 3 6 : 0 .6 0 1 ,

G R A N IT E  P O IN f 2 0 8 ! 0 . 0 0 0 1
[h a p p y  v a l l e y 5,083.! 0 .1 7 0 !
i lV A N  R IV E R 4 ,3 4 8 ; 0 .0 0 0 ;

IK A L O A  F IE LD 3 ,2 6 9 1 0 .4 2 4 1

IK E N A I UN IT 6 0 ,9 0 7 0 .001J
i L EW IS  R IV E R 1 ,0 4 2 ! o .o o o :

LO N E C R E E K 4 ,2 4 0 11 I 0 .3 5 8 !

M ID D LE  G R O U N D  S H O A L 61 : 0 . 0 0 0 !

M O Q U A W K IE 5,1881 0 .3 5 4 ;
i NO R TH C O O K  IN LE T 108 ,421 0 .6 4 8 '

I N IC O LA I C R E E K 1 ,5 9 3 ! 0 .0 0 0 !

N IN ILC H IK 3 0 ,7 8 3 | 0 .3 7 3 !

N O R TH TR A D IN G  B A Y  UN ITi 5 8 7 0 .0 0 0 ;
[P R E T T Y  C R E E K 1 ,9 6 7 | o .o o o !
: R E D O U B T  S H O A L S 2 0 .5 5 9 I
i S T E R L IN G  G A S  F IE LD 2 ,0 9 4 0 .2 7 8 1

;T R A D IN G  B A Y  UN IT 1 4 6 ,3 4 3 : 0 .4741
S W A N S O N  R IV E R 10,5391 o .o o o !
W O L F  L A K E 163 ! 0 .0 0 0



•  •  •

Gas ELF
• A 0.50 ELF implies 6,000 mcf/well/day
• Therefore, 3,000 mcf/well/day is tax-free
• The revenue from tax-free gas is supposed to 

recover operating costs
• Operating costs for Cook Inlet gas is estimated to be 

50 cents
• Therefore operating costs are $3,000/well/day
• Henry Hub prices are over $7/mcf
• The revenue from the 3,000 tax-free mcf/well/day is 

worth $21,000
• This is 7X more than it should be recovering

3 5



Cook Inlet Gas Tax
• W e estim ate crossover point at about 

$5 /m cf on existing fie lds

• A t $6 /m cf increase o f $25 m illion annually 
on existing fie lds

• Out o f $1 billion gross revenues annually

• Decrease as production goes down

• New production may see reduced taxes

3 6


