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April 10, 2013 
 
The Honorable Bill Stoltze  
The Honorable Alan Austerman  
Alaska State Representatives 
Co-Chairs, House Finance Committee 
State Capitol Rooms 515 and 505 
Juneau, AK 99801 
 
Dear Representatives Stoltze and Austerman: 
 
The purpose of this letter is to provide you with a response to some of the questions that came up 
during the House Finance Committee meeting April 9, 2013. This includes follow-up questions 
during DOR testimony and a presentation about decline rates by EconOne. Additionally, we are 
including responses for additional questions that were provided to the department through the 
committee chair. 
 
 
1. Provide fiscal impact of the current version of SB21, assuming a 3% production decline 
beginning in FY 2017. 
 
Figure 1 and 2 at the end of this document present the summary fiscal analysis assuming the Spring 
2013 forecast, at 33% and 35% base rates.  We also include below that, a comparison of what the fiscal 
impact would be in each year assuming a 3% decline rate beginning in FY 2017. 

 
 
2. Provide information about the number of wells drilled, in a recent year.  
 
Attached please find a series of charts provided by AOGCC showing current and historical data for 
exploratory, development, and service wells. These and other useful charts are available through 
AOGCC’s website at http://doa.alaska.gov/ogc/ActivityCharts/achtindex.html. Any detailed questions 
about these slides should be directed to AOGCC.  
 
 
3. Provide EconOne slide 5 at $110, $120, and $130 real. 
 
See attached EconOne slide deck that responds to this request. 
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Figure 1: Fiscal Impact Summary table, Spring 2013 Forecast Assumptions, 33% base rate 

 

Provisions in HCS CSSB21(RES) and their Estimated Fiscal Impact as compared to Spring 2013 Forecast ($millions)1

Brief Description of Provision FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
1. El imination of progress ive  portion of tax ‐$725 ‐$1,400 ‐$1,725 ‐$1,875 ‐$1,650 ‐$1,525
2. Base  tax rate  changed to 33% of production tax value   $425 $825 $875 $875 $800 $750
3. Limitation of credi ts  for qual i fied capita l  expendi tures  for North Slope $300 $675 $650 $525 $475 $450
4. Net operating loss  credit rate  increased to 33%; are  transferable  and refundable

5. Gross  revenue  exclus ion for oi l  production in new uni ts  and new or expanded parti cipating areas $0 ‐$25 ‐$25 ‐$50 ‐$25 ‐$50
6. Provis ion requiring credits  be  taken over 2 years  el iminated2 ‐$225
7. Amendment to the  community revenue  sharing fund $0 $0 $0 $0 $0 $0
8. Credi t of $5 per taxable  barrel  / Sl iding sca le  credi t per taxable  barrel  based on oi l  price ‐$425 ‐$825 ‐$775 ‐$750 ‐$700 ‐$675
9. Credi t under AS 43.20 for qual i fied oi l  and gas  industry expenditures   Indeterminate (possibly up to ‐$25 million annually)

10. Reduced interest rate  for late  payments  and assessments  on most taxes Indeterminate (possibly up to ‐$25 mill ion annually, increasing over time)

11. Removal  of 3‐mile  requirement for frontier bas in tax credit $0 $0 $0 $0 $0 $0

12. Smal l  producer credit extended to 2022 $0 $0 $0 ‐$25 ‐$25 ‐$50

13. 2016 requi red report to legis lature

14. Requirement to cons ider Joint Interest Bi l l ings  in audit process

15. AIDEA bonding authori ty to finance  oi l  and gas  process ing faci l i ties

Total Revenue Impact
‐$650 to 

‐$700
‐$750 to 

‐$800
‐$1000 to 

‐$1050
‐$1300 to 

‐$1350
‐$1125 to 

‐$1175
‐$1100 to 

‐$1150
Impact on Operating Budget of provis ion requiring credits  be  taken over 2 years  el iminated ‐$150
Impact on Operating Budget of l imi tation to Qual i fied Capita l  Expenditure  credit $150 $150 $150 $150 $150
Impact on Operating Budget of increase  in Net Operating Loss  credits ‐$30 ‐$30 ‐$30 ‐$30 ‐$30

Total Fiscal Impact ‐ does not include potential revenue impacts from 
potential increases in production3

‐$800 to 
‐$850

‐$630 to 
‐$680

‐$880 to 
‐$930

‐$1180 to 
‐$1230

‐$1005 to 
‐$1055

‐$980 to 
‐$1030

Total Fiscal Impact with 3% decline rate in FY17‐FY19 ‐ does not include 
potential revenue impacts from potential increases in production3

(3% decline rate as requested by Rep Gara / not supported by DOR)
‐$800 to 

‐$850
‐$630 to 

‐$680
‐$880 to 

‐$930
‐$1205 to 

‐$1255
‐$1130 to 

‐$1180
‐$1130 to 

‐$1180

2Provis ion 6 above, which el iminates  the  requi rement that credits  be  taken over 2 years  i s  revenue  neutra l , and s imply shi fts  the  tax l iabi l i ty from future  years  to FY 2014.  The  tota l  
impact of that provis ion i s  $375 mil l ion, with $225 mil l ion taken aga inst tax l iabi l i ty as  a  revenue  impact and $150 mil l ion impacting the  operating budget. The  tota l  fi sca l  impact 
cons is ts  of both revenue  impacts  and operating budget impacts  of the  bi l l .

3NOTE: "Tota l  Fisca l  Impact" includes  best estimates  of both revenue  and operating budget impacts .  Operating budget impact for FY 2014 represents  additional  refunded credits  
due  to el imination of the  provis ion requiring that credits  be  taken over 2 years .  Operating budget impact for FY 2015 and beyond represents  reduction in refunded credi ts  due  to 
l imitation of credits  for qual i fied capita l  expendi tures  for North Slope.  This  amount also includes  increases  in credit refunds  paid through the  operating budget for the  increase  
in NOL credi t rates . 

Minimal  revenue impact ‐ see "Impact on Operating Budget"

No fiscal  impact
Indeterminate

No Department of Revenue fiscal  impact

1The  impacts  l i s ted are  based on production and prices  as  forecasted in our Spring 2013 revenue  forecast.  The  forecasted oi l  prices  are  between $109.61 and $118.29. 
Al l  data  here  are  estimates ; al l  figures  have  been rounded to reflect the  uncerta inty in the  estimates .
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Figure 2: Fiscal Impact Summary table, Spring 2013 Forecast Assumptions, 35% base rate  

 

Provisions in HCS CSSB21(RES) and their Estimated Fiscal Impact as compared to Spring 2013 Forecast ($millions)1

Brief Description of Provision FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
1. El imination of progress ive  portion of tax ‐$725 ‐$1,400 ‐$1,725 ‐$1,875 ‐$1,650 ‐$1,525
2. Base  tax rate  changed to 35% of production tax va lue   $550 $1,050 $1,100 $1,100 $1,000 $925
3. Limitation of credi ts  for qual i fied capi ta l  expenditures  for North Slope $300 $675 $650 $525 $475 $450
4. Net operating loss  credi t rate  increased to 33%; are  transferable  and refundable

5. Gross  revenue  exclus ion for oi l  production in new units  and new or expanded participating areas $0 ‐$25 ‐$25 ‐$50 ‐$25 ‐$50
6. Provis ion requiring credi ts  be  taken over 2 years  el iminated2 ‐$225
7. Amendment to the  community revenue  sharing fund $0 $0 $0 $0 $0 $0
8. Credit of $5 per taxable  barrel  / Sl iding sca le  credi t per taxable  barrel  based on oi l  price ‐$425 ‐$825 ‐$775 ‐$750 ‐$700 ‐$675
9. Credit under AS 43.20 for qual i fied oi l  and gas  industry expenditures   Indeterminate (possibly up to ‐$25 mill ion annually)

10. Reduced interest rate  for la te  payments  and assessments  on most taxes Indeterminate (possibly up to ‐$25 mill ion annually, increasing over time)

11. Removal  of 3‐mile  requirement for frontier bas in tax credi t $0 $0 $0 $0 $0 $0

12. Smal l  producer credi t extended to 2022 $0 $0 $0 ‐$25 ‐$25 ‐$50

13. 2016 required report to legis lature

14. Requirement to cons ider Joint Interes t Bi l l ings  in audit process

15. AIDEA bonding authori ty to finance  oi l  and gas  process ing faci l i ties

Total Revenue Impact
‐$525 to 

‐$575
‐$525 to 

‐$575
‐$775 to 

‐$825
‐$1075 to 

‐$1125
‐$925 to 

‐$975
‐$925 to 

‐$975
Impact on Operating Budget of provis ion requiring credi ts  be  taken over 2 years  el iminated ‐$150
Impact on Operating Budget of l imitation to Qual i fied Capita l  Expenditure  credi t $150 $150 $150 $150 $150
Impact on Operating Budget of increase  in Net Operating Loss  credi ts  to 35% ‐$40 ‐$40 ‐$40 ‐$40 ‐$40

Total Fiscal Impact ‐ does not include potential revenue impacts from 
potential increases in production3

‐$675 to 
‐$725

‐$415 to 
‐$465

‐$665 to 
‐$715

‐$965 to 
‐$1015

‐$815 to 
‐$865

‐$815 to 
‐$865

Total Fiscal Impact with 3% decline rate in FY17‐FY19 ‐ does not include 
potential revenue impacts from potential increases in production3

(3% decline rate as requested by Rep Gara / not supported by DOR)
‐$675 to 

‐$725
‐$415 to 

‐$465
‐$665 to 

‐$715
‐$990 to 
‐$1040

‐$915 to 
‐$965

‐$940 to 
‐$990

2Provis ion 6 above, which el iminates  the  requirement that credits  be  taken over 2 years  i s  revenue  neutra l , and s imply shi fts  the  tax l iabi l i ty from future  years  to FY 2014.  The  tota l  
impact of that provis ion i s  $375 mil l ion, with $225 mil l ion taken against tax l iabi l i ty as  a  revenue  impact and $150 mil l ion impacting the  operating budget. The  tota l  fi sca l  impact 
cons is ts  of both revenue  impacts  and operating budget impacts  of the  bi l l .

3NOTE: "Tota l  Fisca l  Impact" includes  best estimates  of both revenue  and operating budget impacts .  Operating budget impact for FY 2014 represents  additional  refunded credits  
due  to el imination of the  provis ion requiring that credi ts  be  taken over 2 years .  Operating budget impact for FY 2015 and beyond represents  reduction in refunded credi ts  due  to 
l imitation of credi ts  for qual i fied capi ta l  expenditures  for North Slope.  This  amount a lso includes  increases  in credit refunds  paid through the  operating budget for the  increase  
in NOL credi t rates . 

Minimal  revenue impact ‐ see "Impact on Operating Budget"

No fiscal  impact
Indeterminate

No Department of Revenue fiscal  impact

1The  impacts  l i s ted are  based on production and prices  as  forecasted in our Spring 2013 revenue  forecas t.  The  forecasted oi l  prices  are  between $109.61 and $118.29. 
Al l  data  here  are  estimates ; al l  figures  have  been rounded to reflect the  uncerta inty in the  estimates .


