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

□  Idea T hree : We o u g h t to  g e t a fa ir  share 
o f  ta x  revenues w hen prices are h igh, 
espec ia lly  if  re in v e s tm e n t is low

□  W ith  high prices we are no t g e tt in g  a fa ir  
share

□  We shou ld  be tre a te d  as fa ir ly  as o th e r  
ju r is d ic t io n s  w h ile  rem a in ing  co m p e tit ive  
w ith  th e m  fo r  in v e s tm e n t
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F a i r  T a x  R a t e

Governor's bill: 20%



•  •

F a i r  T a x  R a t e

Governor's bill: 20%

C S  p u s h e s  t a x  r a t e  t o  2 5 %  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 when oil price (ANS 
West Coast) exceeds $40/bbl

(ANSwc - $40) x .0015 
x ANS PV "wellhead" x taxable barrels of oil

Different definition for gross value at point of production
□ Deductible from PPT
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S/bbl
 Tax

C S :  P r o g r e s s i v i t y  F e a t u r e

H o u s o  R o s o u r c o  P r o g r o s a l v l t y  F o a t u r o

- • — Add $/bbl
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G o v e r n o r ' s  b i l l  p r o v i d e d  a  f a i r  t a x  r a t e

G o v e r n o r 's

B ill

A N S  W e s t  C o a s t  P r ic e :  $  7 0 .0 0

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

W e llh e a d  V a lu e  (g r o s s )  6 3 .0 0

U p s t re a m  P ro 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 6 .0 0

 2 0 %

1 1 . 2 0

P e r c e n ta g e  G ro s s  1 7 .8 %

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

03/27/06



C S :  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 ?

A N S  W e l lh e a d  (PV)

A N S  w c

D o w n s t re a m  T r a n s p o r ta t io n  

W e llh e a d  V a lu e  (g r o s s )

P ro g r e s s iv i ty

P r o g r e s s iv i ty  A m o u n t

U p s t re a m  P ro d u c t io n  C o s ts

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

03/27/06

_ _ _ S e n a t e  R e s o u r c e s  C S

P ro g re s s iv ity  
P P T  F a c to r

6 3 .5 0

70.00

(7.00 )________4.5%
6 3 .0 0

______ 4.5%
(2.90) 2.90
(7.00)

5 3 .1 0



C S :  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 . )

Senate Resources CS
—Progressivity Total---

•  •  •

P r o d u c tio n  T a x  V a lu e  (n e t) 5 3 .1 0 5 6 .0 0

P P T  R a te 2 5 %

T o ta l T a x 1 3 .2 9 2 .8 6 1 6 .1 5

P e r c e n ta g e  G ro s s 2 5 .0 % 2 8 .8 %

r 'e r c e n ta g e  N e t 2 1 .1 % 2 5 .6 %

03/27/06 36



G o v e r n o r ' s  B i l l :  O t h e r  P r o v i s i o n s

■ M on th ly  re tu rn  f i l ing

■ 9 0 %  p a y m e n t safe ha rb o r

■ Yearly  t ru e -u p  on 3 /3 1

03/27/06 37



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

•  •  •

■ M on th ly  re tu rn  f i l ing
CS maintains

■ 9 0 %  p a y m e n t safe ha rb o r
CS increases this to 95%

■ Yearly  t ru e -u p  on 3 /3 1
CS changes this to quarterly true-up

03/27/06 38



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

spill fee increases total fee 10 to 60

—suspended fee (AS 43.55.201)
—2 cents changed to 1 cent

--non-suspended fee (AS 43.55.300)
—3 cents changed to 5 cents

No Longer Creditable as in Governor's Bill

39



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

□  Existing Private ro y a lty  oil ta x  ra te  
se t a t  5% , 1 .5 %  in Cook In le t

□  Bill sets no ta x  ra te  on new p r iva te  
ro y a lty  lease p roduc tion

□  E ffective  da te  changed fro m  7 /1 /0 6  
to  4 /1 /0 6

03/27/06 40
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P P T :  A  T a x  f o r  A l a s k a ' s  F u t u r e

03/27/06 41



•  •  •

P P T  R E V E N U E  

S T U D IE S

P re s e n ta t io n  to  

S e n a te  F in a n c e

A laska D epartm ent o f R evenue 
Tax D ivis ion 

M arch 31, 2006

1

S / 3 1 / 0 C0  l o = 4 0  a m



O V E R V I E W

•  D e s c r i p t i o n  o f  t a x

•  D e s c r i p t i o n  o f  m o d e l

•  L o n g - t e r m  c u m u l a t i v e  r e v e n u e s

•  A n n u a l  r e v e n u e s

•  E f f e c t i v e  t a x  r a t e

•  S t a t e  t a k e

•  C o o k  I n l e t

•  •  •
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P r o g r e s s iv e  S u r c h a r g e

0 . 2 %  X  ( 1  -  t a x  r a t e )  o f  d i f f e r e n c e  

b e t w e e n  A N S  a n d  $ 4 0

A p p l i e s  t o  w e l l h e a d  v a l u e

D e d u c t i b l e  f o r  P P T  c a l c u l a t i o n
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P r o g r e s s i v e  S u r c h a r g e

$10 $20 $30 $40 $50 $60 $70 $80 $90 $100

ANS Price



A s s i s t  S m a l l  C o m p a n i e s  &  

A t t r a c t  N e w  I n v e s t o r s

S m a l l  I n v e s t o r s

-  Bigger appetite for smaller targets
-  New targets
-  Diversity
-  Less risk averse

N e w  I n v e s t o r s

-  ANWR, NPRA



S m a l l  &  N e w  I n v e s t o r s  

M e c h a n i s m s

•  •  •

•  S e l l i n g  c r e d i t s

•  C o n v e r t i n g  l o s s e s  t o  c r e d i t s

•  B i g  N P V  b o o s t

•  S t a n d a r d  a l l o w a n c e

-  ( 5,000 -  0.2 X [ADP -  5,000]) /ADP
• Where ADP is average daily production for 

company
• Expires after 2013

6
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A l l o w a n c e
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V o lu m e  S c e n a r io s

• No enhanced volumes / No gasline
-  Totals 5.7 billion barrels through 2030

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

-  No a d d i t io n a l  h e a v y  oil a t  p r ic e s  u n d e r  $ 3 0

• Gasline and enhanced volumes
-  Totals 10.5 billion barrels through 2050

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

-  7 0 0  million b a r r e l s  n e t  s t e m m in g  from g a s l in e

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

-  No add i t iona l  h e a v y  oil a t  p r ic e s  u n d e r  $ 3 0

•  •  •

8
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F I G U R E  3

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

—  w/o enhanced w/o gas —  with enhanced / with gas

900.000

800.000

700.000

600.000

500.000

400.000

300.000

2 0 0 . 0 0 0  

1 0 0 , 0 0 0

0

2005 2015 2025 2035

Year
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C o s t s  a n d  P r ic e s

•  •

• C o s ts

-  $ 1 0 0  m m /y r  exp lo ra t ion  th ro u g h  2 0 4 0
-  $1/bbl o n -g o in g  cap i ta l  o n  all b a r re ls
-  $ 3 .5 0 /b b l  d e v e lo p m e n ta l  cap i ta l  on  2 /3  of  ex is t ing  c o n v e n t io n a l  oil
-  $8 /bb l  d e v e lo p m e n ta l  cap i ta l  o n  2 /3  of ex is t ing  h e a v y  oil
-  $ 3 .5 0 /b b l  d e v e lo p m e n ta l  cap i ta l  o n  n e w  c o n v e n t io n a l  oil
-  $8 /bb l  d e v e lo p m e n ta l  cap i ta l  on  n e w  h e a v y  oil
-  $3 /bbl o p e ra t in g  c o s t s  on  c o n v e n t io n a l  oil
-  $5 /bbl o p e ra t in g  c o s t s  on  h e a v y  oil

• C o s ts ,  p r ic e s ,  a n d  r e v e n u e s  a re  a ll re a l $ 2 0 0 5  d o l la rs

• H e a v y  o il d is c o u n te d  8 %  fo r  q u a l i ty

• 2 .5 %  o f  p ro d u c t io n  s u b je c t  to  s m a ll c o m p a n y  a l lo w a n c e  (5 ,0 0 0  b /d )

• 7 0 %  o f  t r a n s i t io n  e x p e n d itu r e s  re a l iz e d  (2  f o r  1 ) a s  2 0 %  c re d it
-  C o s t s  $ 1 0 0  m m /y e a r  o v e r  7 y e a r s

1 0



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

•  P r o d u c t i o n  d e p e n d s  o n  i n v e s t m e n t

-  More investment with incentives
-  Credits are incentive

•  M o r e  i n v e s t m e n t  w i t h  h i g h e r  p r i c e s

•  L e s s  i n v e s t m e n t  w i t h  h i g h e r  t a x e s

•  I n v e s t m e n t  d r i v e n  b y  c o m p e t i t i v e  

i n t e r n a t i o n a l  o p p o r t u n i t i e s  . . .  w h i c h  a r e  

a l w a y s  e v o l v i n g

•  •  •
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C u m u la t iv e  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 )

•  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  

( t h r o u g h  2 0 5 0 )

-  Does not include gasline severance taxes
-  Includes gasline costs

•  •  •

1 2
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C u m u l a t i v e  S e v e r a n c e  T a x  ( $ B )  

2 0 0 6 - 2 0 3 0

ANS West Coast Price ($/bbl)
— sq — gov bill senate cs
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s q  g o v  bil l  s e n a t e  c s

C u m u l a t i v e  S e v e r a n c e  T a x  ( $ B )  

2 0 0 6 - 2 0 5 0  

H i g h  V o l u m e  S c e n a r i o

$25 $35 $45 $55 $65

W e s t  C o a s t  A N S  P r i c e  ( $ / b b l )



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

• Without enhanced volumes / without gasline 
(through 2030)

-  $ 2 0

-  $40
-  $60

• With gasline / with enhanced volumes (through 
2050) (does not include gasline severance 
taxes; includes gasline costs)

-  $ 2 0

-  $40
-  $60

•  •  •
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F i g u r e  6

A n n u a l  S e v e r a n c e  T a x  R e v e n u e s  @ $ 2 0  P r i c e  

L o w  V o l u m e  S c e n a r i o  ( $ m i l l i o n s )

350 

300 

S _ 2 5 0  

> E200
<D C
W <Sl50
C 1 0 0  

<
50 

0

2005 2010 2015 2020 2025 2030

ANS W est C o a s t P rice  ($ /bb l)

 s q   g o v  b il l  s e n a t e  c s

A v e r a g e  a n n u a l  r e v e n u e s  $ 4 0  m i l l i o n  l e s s  t h a n  s t a t u s  q u o  ( b o t h  p r o p o s a l s )  
N o t e :  S t a t u s  q u o  a v e r a g e s  $ 1 1 6  m i l l i o n  a n n u a l l y
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F i g u r e  7

A n n u a l  S e v e r a n c e  T a x  R e v e n u e s  @ $ 4 0  P r i c e  

L o w  V o l u m e  S c e n a r i o  ( $ m i l l i o n s )
1 , 6 0 0  
1 , 4 0 0  
1 ,2 0 0

1 ,0 0 0  

8 0 0  
6 0 0  
4 0 0  
2 0 0  

0

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

A N S  W e s t  C o a s t  P r i c e  ( $ / b b l )
—  s q  g o v b i l l  s e n a t e  c s

S e n a t e  C S  h a s  a v e r a g e  a n n u a l  r e v e n u e s  $ 6 0 0  m i l l i o n  m o r e  t h a n  s t a t u s  q u o  
a n d  $ 3 0 0  m o r e  t h a n  G o v e r n o r ’s  b il l

17



F i g u r e  8

Annual S e v e ran c e  Tax R e v en u e s  @$60 Price 
Low Volume Scenar io  ($millions)

3,500 
3,000 

£ 2,500
> e *2,000 
to £  1,500 

c  1,000 

<  500
0

2005 2010 2015 2020 2025 2030

ANS West Coast Price ($/bbl)

 s q  govbill senate cs

S e n a t e  C S  h a s  a v e r a g e  a n n u a l  r e v e n u e s  $ 1 . 6  b i l l i o n  m o r e  t h a n  s t a t u s  q u o  
a n d  $ 8 0 0  m i l l i o n  m o r e  t h a n  G o v e r n o r ’s  b i l l .  A n n u a l  p r o g r e s s i v e  s u r c h a r g e  $ 2 0 0 - $ 4 0 0  

N o t e  th is  is e q u i v a l e n t  to S t a t e  g a s l i n e  r e v e n u e s  at $ 6 . 0 0 / m m b t u  C h i c a g o  
p r i c e  w i t h o u t  t h e  g a s l i n e .
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Figure 9

Annual S eve ran ce  Tax R evenu e s  @$20 Price 
High Volume Scenar io  ($millions)

350 
300 
250 
200 

150 
100 

50 
0

2005 2015 2025 2035 2045
ANS W e s t  C o a s t  P r ic e  ($/bbl)

 s q  govbill senate cs

A v e r a g e  a n n u a l  r e v e n u e s  $ 8 0  m i l l i o n  l e s s  t h a n  s t a t u s  q u o  ( b o t h  p r o p o s a l s )
N o t e :  S t a t u s  q u o  a v e r a g e s  $ 1 1 2  m i l l i o n  a n n u a l l y
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F i g u r e  1 0

Annual Severance Tax R evenues  @$40 Price 
High Volume Scenario ($millions)

1,600 
1,400 
1,200
1,000 

800 
600 
400 
200 

0

2005 2015 2025 2035 2045
ANS W e s t  C o a s t  P r ice  ($/bbl)

 s q  govbill senate cs

S e n a t e  C S  h a s  a v e r a g e  a n n u a l  r e v e n u e s  $ 5 0 0  m i l l i o n  m o r e  t h a n  
s t a t u s  q u o  a n d  $ 3 0 0  m o r e  t h a n  G o v e r n o r ' s  b il l
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Figure 11

s q  govbill senate cs

Annua l S e v e r an c e  Tax R e v e n u e s  @$60 Price 
High Volume Scena r io  ($millions)

3.500
3.000
2.500
2.000

1.500
1,000

500 
0

2005 2015 2025 2035 2045
ANS W e s t  C o a s t  P r ic e

S e n a t e  C S  h a s  a v e r a g e  a n n u a l  r e v e n u e s  $ 1 . 5  b i l l i o n  m o r e  t h a n  s t a t u s  q u o  
a n d  $ 8 0 0  m i l l i o n  m o r e  t h a n  G o v e r n o r ’s  b i l l .  A n n u a l  p r o g r e s s i v e  s u r c h a r g e  $ 2 0 0 - $ 4 0 0  m m . 21



E f f e c t i v e  T a x  R a t e

• Severance Tax / (W ellhead less Royalty)
-  Without enhanced volumes / without gasline

-  With enhanced volumes / with gasline

•  •  •

22
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F I G U R E  1 2

2 5 . 0 %

2 0 .0 %

1 5 . 0 %

1 0 .0 %

5 . 0 %

0 .0 %

E f f e c t i v e  S e v e r a n c e  T a x  R a t e  

S e v  T a x /  W e l l h e a d  ( l e s s  r o y a l t y )

$ 2 5  $ 3 5  $ 4 5  $ 5 5

ANS West Coast Price

—  sq — govbill senate cs

2 3
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Effective Seve rance  Tax Rate

2 5 . 0 %

2 0 .0 %

1 5 . 0 %

1 0 .0 %

5 . 0 %

0 .0 %

$ 1 5  $ 2 5  $ 3 5  $ 4 5  $ 5 5  $ 6 5

ANS West Coast Price

 s q  g o v  bi l l  s e n a t e  c s

Sev  Tax / Wellhead (less royalty) 
High Vo lume Scenario________
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S t a t e  T a k e

State Revenues / Econom ic Rent
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1 0 0 %

80%

60%

40%

2 0 %

0 %  - 

$15

S t a t e  T a k e  

S t a t e  R e v  /  E c o n  R e n t

"I !

$25 $35 $45 $55

ANS West Coast Price ($fbbl)

s q  g o v b i l l  s e n a t e  c s
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S t a t e  T a k e

ANS West Coasi Price ($/bbl)

s q  govbill senate cs
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C o o k  I n le t

2 8



•  •  •

I  COOK INLET

Oil Gas Barrels of oil
barrels/day mcf/day Equivalent

Aurora 0 9,260, 1,5431
Chevron/Unocal 7,885 116,755 27,344
ExxonMobil 1,111 0 1,111
Forest 6,891 108 6,909
Marathon 157 165,288 27,705
ML&P 0 15,431 2,572
ConocoPhillips 0 167,650 27,942
XTOE Energy 3,283 92 3,298

TOTAL 19,327 474,584 98,424

2 9



C o o k  I n le t  G a s

• 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 s ign ificant
• Gas taxes on existing fie lds may increase 

at h igher prices
• New fie lds may see low er taxes/h igher npv

•  •  •



G AS E L F

1 -  ( 3000 /  Average W ell Productivity)

Example: 1 0,000 m cf/well/day
ELF = 0.70 

6 , 0 0 0  m cf/well/day 
ELF = 0.50



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

Field MCF/day Avg Elf |
BELUGA RIVER 155,740 0.751;
BEAVER CREEK 17,554 0.088:

i CANNERY LOOP 40,636 : 0 .6 0 1 ;
GRANITE POINT 208 0.000
HAPPY VALLEY 5,083 0.170!

ilVAN RIVER 4,348 0.0001
'KALOA FIELD 3,269 0.424!
KENAI UNIT 60,907 0.001
LEWIS RIVER 1,042 0.000'

iLONE CREEK 4,2401 0.358
:MIDDLE GROUND SHOAL 61 j 0.000
MOQUAWKIE 5,188 0.354

1 NORTH COOK INLET 108,421| 0.648’
NICOLAI CREEK 1,5931 0.000*
NINILCHIK 30,783! 0.373
NORTH TRADING BAY UNIT 587 0.000
PRETTY CREEK 1,967; o.ooo.
REDOUBTSHOALS 2 0.559;
STERLING GAS FIELD 2,094' 0.278
TRADING BAY UNIT 146,3431 0.474
SWANSON RIVER 10,539! 0.000
WOLF LAKE 163 0.000



G a s  E L F

• 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 he 

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 3



C o o k  I n le t  G a s  T a x

• W e estim ate crossover point at about 
$3 /m cf on existing fie lds

• A t $4 /m cf increase o f $35 m illion annually 
on existing fie lds

• Out o f $1 billion gross revenues annually

• Decrease as production goes down

• New production m ay see reduced taxes

3 4
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N a v i g a t i n g  C S S B  3 /0 5  ( R E S )  

( W i t h  ' t h e  D i f f e r e n c e s  f r o m  

S B  3 0 5  H i g h l i g h t e d )

B e fo re  th e  S e n a te  F in a n c e

C o m m it te e
A p r i l  1 , 2 0 0 6

R o b e rt E . M in tz ,  D e p a rtm e n t o f  L a w  
D a n  E . D ic k in s o n ! C .P .A . f ,



S B  3 0 5 , S e c t io n  35 

C S S B  305 , S e c t io n  32

N e w  p r o d u c t i o n  t a x  p r o v i s i o n s  a p p l y  t o  o i l  

a n d  g a s  p r o d u c e d  o n  o r  a f t e r :  *

( S B  3 0 5 )

A p r i l  1 ,  2 0 0 6  ( C S S B  3 0 5 )
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SB 305, Section 5

A S  4 3 . 5 5 . 0 1 1 ( a )

T h e r e  i s  l e v i e d  u p o n  t h e  p r o d u c e r  . . .  a  t a x

f o r  a l l  p r o d u c e d

T h e  t a x  i s  e q u a l  t o  o f  t h e ,

.  .  . u n d e r  A S  4 3 . 5 5 . 1 6 0 .

v



CSSB 305, Section 5

A S  4 3 . 5 5 . 0 1 1 ( e )

T h e r e  i s  l e v i e d  u p o n  t h e  p r o d u c e r  . . .  a  t a x  

f o r  a l l  p r o d u c e d

[ e x c e p t  f o r ]  a  l e s s o r ’ s  r o y a l t y  i n t e r e s t .  . . .  . 

T h e  t a x  i s  e q u a l  t o  2 5  o f  t h e

p r o d u c t i o n  t a x  . . .  u n d e r  A S  4 3 . 5 5 . 1 6 0 .

4



C S S B  3 0 5 , S e c t io n  5 ( c o n t . )

A S  4 3 . 5 5 . 0 1 1 ( f )
-  %• •m ♦ ~

N
• '

T h e r e  i s  l e v i e d  u p o n  t h e  p r o d u c e r  . . .  a  t a x  

f o r  a l l  o i l t a n d  g a s  p r o d u c e d  e a c h  m o n t h  . . .  

t h e  o w n e r s h i p  o r  r i g h t  t o  w h i c h  c o n s t i t u t e s  a  

l e s s o r ’ s  r o y a l t y  i n t e r e s t . . . .  T h e  t a x  i s  e c p i a l  

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

o f  p r o d u c t i o n  . . . .  [ f o r  e x i s t i n g  l e a s e s ]

-  B U T  . . .  A

•. ' *V

i

5
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A S  4 3 . 5 5 . 0 1 1 ( f )  ( c o n t . )

CSSB 305, Section 6 (cont.)

• *

T h e  t a x  i s  e q u a l  t o  1 . 5  p e r c e n t  o f  t h e  g r o s s

v a l u e  a t  t h e  p o i n t  o f  p r o d u c t i o n  :  . . .  [ f o r

e x i s t i n g  C O O K  I N L E T  B A S I N  l e a s e s ]

- A N D : .
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A S  4 3 . 5 ^ . 0 1 1 ( f )  ( c o n t . )

CSSB 305, Section 6 (cont.)

f • V

T h e  c o m m i s s i o n e r  s h a l l  r e c o m m e n d  t o  t h e  

l e g i s l a t u r e  t h e  r a t e  o f  t a x  [ f o r  F U T U R E  : 

l e a s e s !
J



C S S B  3 0 5 , S e c t io n  6  ( c o n t . )
»

A S  4 3 . 5 5 . 0 1 1 ( g )  -  ( h )

* ><£■ 
- A

[ W h e n  W e s t  C o a s t  A N S  i s  a b o v e  $ 4 0 / B b l ]
t § •

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

. .  .  e q u a l  t o  i

( W e s t  C o a s t  A N S  -  4 0 )  *  . 2 % *
• *

( A N S  P r e v a i l i n g  V a l u e )  *  7 5 %  *  ,
' l*i .{ '•

( a m o u n t  o f  o i l  p r o d u c t i o n )



So • • •

The ■
A

of net value.
has a production tax: 2 0  %

»

The CS ha's three production tax components: t \
(1) 25% of net value (now called “production tax

4 V

value” ) except for lessor royalty share
( 2 ) 5% or 1.5%'of gross value for lessor royalty share

»#. t ::: ■ ■
(3) A progressive-rate tax on prevailing value of oil

only, including lessor royalty share
■



SB 305, Section 21

AS 43.55.160(a
i■ <

. .■ . is the total of the
o f . . .  oil and gas . A

. ■ • •

from ' in the state/less
> -

• • • • • . £iS . f

. . . 1 / 7 2  o f . . .  . ' * *• '
. . . £IS

•' I



C S S B  3 0 5 ,
% *

AS 43.55.160(a)

p r o d u c t i o n  t a x

oil- and gas . . . from 
the state,

ii

.less >



S B  3 0 5 , S e c t io n  31 

. : C S S B  305 , S e c t io n  28
• I• *

A S  4 3 . 5 5 . 9 0 0 ( 7 )  .

c “ g r o s s  V a l u e  a t  t h e  p o i n t  p r o d u c t i o n ”  

m e a n s  1

I* 7
f o r  , ,  t h e  v a l u e  .  . .  a t  t h e  .  . .  m e t e r  . . .  i n  .

f o r . .  .  t h e  v a l u e  .  .  .  w h e r e  .  . .  m e t e r e d



S B  3 0 5 , S e c t io n  19
• »

C S S B  3 0 5 , S e c t io n  20

A S  4 3 . 5 5 . 1 5 0 ( a )

• '  ■

. .  .  g r o s s  v a l u e  a t  t h e  p o i n t  o h p r o d u c t i o n  i s

c a l c u l a t e d  u s i n g t h e  r e a s o n a m e

v .



S B  3 0 5 , S e c tio n  20

A S  4 3 . 5 5 . 1 5 0 ( d )

\ .  t h e  d e p a r t m e n t s  . . ,  g r o s s  v a l u e

[ t o  b e  c a l c u l a t e d  b a s e c T u p o n ]  . . .  a  * •*

y . . . [ o r ]
-  '■ * t  ■' V* ■ £

a  f o r m u l a  .  .  .  t h a t  u s e s  .  . .  [  *  f

]  r o y a l t y  .  . .  v a l i d a t i o n  [ o r ] ,  f

a n o t h e r  •

a  v a l u e . . . .  • * -

1 4  ’



CSSB 305, Section 21

AS 43.55.150(d)

i f  the commissioner completes a detailed fiscal
0 • A , Vv *

- . ’ ianalysis and determines . . . the long-term fiscal : 
interests of the state [would be served] . . .  the 
department . . .  gross value [to be
calculated based upon I  .

] royalty . . . valuation [or]- another-
0

a value *



SB 305, Section 21

A S  4 3 . 5 5 . 1 6 0 ( c )
• « vL ‘ •’;/

’  ’ ' *

. . .  l e a s e  e x p e n d i t u r e s  . .  .  a r e  t h e  • f c o s t s

o f  t h e  p o i n t  o f  p r o d u c t i o n  . . .  o n  

. o r  a f t e r  * . .  . t h a t  a r e  t h e  ? 4  T ’  *
i  « * ; ' • * .

c o s t s  o f
' ►

o i l  o r  g a s  . . .

i n  t h e  s t a t e .  .  • , - 4 -'<V
*VfV



CSSB 305, Section 22

A S  4 3 . 5 5 . 1 6 0 ( c )  V  ; *  -
>, _

. . .  l e a s e  e x p e n d i t u r e s  . .  .  a r e  t h e  C o s t s  ®:
.  “*■

Tjf '  <

o f  t h e  p o i n t  o f  p r o d u c t i o n  .  o n  v  

o r  a f t e r  A p r i l  1 ,  2 0 0 6  . .  * t h a t  a r e  t h e

c o s t s  o f  t

r5s -V

,  i n  t h e  s t a t e .

o i l  o r  g a s  . . .

p. ‘ vv .
as*

1 7
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A S  4 3 . 5 5 . 1 6 0 ( c )  ( c o n t i n u e d )

Section 21/22

I n  d e t e r m i n i n g . . .  [  * :? ^  %

]  c o s t s  . . .  t h e  d e p a r t m e n t  s h a l l  

g i v e  s u b s t a n t i a l  w e i g h t . . .  t o  t y p i c a l  .

[ b i l l a b l e ]  c o s t s  .  . . u n d ^ r

. . .  a n d  [
• >. ■»

]•

V
‘.*M w A.

. *

. .  a s  t o "
'«  . '

<•>

i

1 8  i



CSSB 305, Section 22

AS 43.55.160(n)(2)

C S  a d d s  a  d e f i n i t i o n  o f  “ o r d i n a r y  a n d  1  

n e c e s s a r y ”  t o  m a k e  c l e a r  t h a t  I n t e r n a l  

R e v e n u e  C o d e  m e a n i n g  i s  a d o p t e d .

t
* S . V

.k.' sf i
r


