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Source: Scott Goldsmith Report, May 2014, p. 19 (red line represents oil in all fields unitized 

after 2003) 
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SB 21 Tax Rate Cut in Half for Every 
Field Unitized After 2003 
 

AS 43.55.160(f) 
 
 
 
“When production began the effective tax rate would be about 23%, unless the incremental 
production were eligible for the Gross Value Reduction (GVR), in which case the effective tax 
rate would be about 13%.” 

- Scott Goldsmith Report, May 2014, p. 19 



2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Production 495.9 493.5 488.4 464.6 433.3 403.1 371.9 342.8 315.2 285.6
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SB 21's Falling Oil Production 

 

Sources: April 2014 Revenue Sources Book; February 2014 OMB 2024 Forecast 
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Market conditions in the previous thre years, shown as diamonds in the next figure, clearly 
resulted in higher revenues under ACES than would have been the case with MAPA.  In those 
years the ACES revenue advantage was between $1 billion and $2 billion compared to MAPA.xii   
 

 
 

The ACES revenue advantage of these earlier years all but disappeared in FY 2014 because of 
the increase in the lease cost per taxable barrel and the drop in the oil price, which together 
resulted in a drop in the production tax value (PTV) per barrel. 
Whether MAPA or ACES would produce more revenue in future years for a given level of 
production depends upon the future levels of price and cost since these together determine the 
production tax value (PTV).   
The production tax value (PTV) since the institution of ACES has ranged between $8 and $16 
billion per year.  The fact that production tax value has fluctuated by more than 20% each year 
except one underscores the challenge in trying to predict not only its future value but also future 
revenues from any production tax, MAPA or ACES, and what tax characteristics would 
consistently generate more revenue. 
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Just Giving Away Revenue Doesn’t Work:  

Pre-ACES – Low Taxes Didn’t Stop Alaska’s 5 - 8% Production Decline 

~ Under the old system, called “ELF”, most huge fields by the end of 2006 paid a near 0% production tax, 

and no field paid more than a 13% flat gross tax. 

 

 

 



A-6 Production Differences from Fall 2012 Forecast 
(Figute C-l in Fall 2012 RSB) 
(thousand barrels per day) 

FY 2013 2014 2015 2016 2017 2018 
Spring 2013 Fo-=aot 

Alaska North Slope 538.3 526.6 512.8 499.7 476.9 443.3 

Cooklolet 10.4 9.6 8.9 8.3 7.7 7.2 

Total 548.7 536.2 521.6 508.0 484.5 450.4 

Fa1l2012 Forecast 

Alaska North Slope 552.8 538.4 518.6 499.7 476.1 442.9 

Cooklolet 10.4 9.6 8.9 8.3 7.7 7.2 

Total 563.2 548.0 527.5 508.0 483.8 450.1 

Volume change from prior forecast 

Alaska North Slope -14.5 -11.8 -5.8 0.0 0.8 0.4 

Cooklolet 0.0 0.0 0.0 0.0 0.0 0.0 

Total -14.5 -11.8 -5.8 0.0 0.8 0.4 

Pen:cnt change from prior fo-=ast 

Alaska North Slope -2.7% -2.2% -1.1% 0.0% 0.2% 0.1% 

Cooklolet 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Total -2.6% -2.2% -1.1% 0.0% 0.2% 0.1% 

www.tax.a1aska.gov 

2019 2020 2021 2022 

422.4 399.4 372.3 344.5 

6.7 6.3 5.9 5.6 

429.1 405.8 378.3 350.1 

421.6 394.8 365.9 338.5 

6.7 6.3 5.9 5.6 

428.3 401.1 371.8 344.1 

0.8 4.6 6.4 6.0 

0.0 0.0 0.0 0.0 

0.8 4.6 6.4 6.0 

0.2% 1.2% 1.7% 1.7% 

0.0% 0.0% 0.0% 0.0% 

0.2% 1.1% 1.7% 1.7% 

Spring 2013 Revenue Forecast· 25 
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12 · Spring 2014 Revenue Sources Book www.tax.alaska.gov

(mbbls/day)
FY 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Spring 2014 Forecast 
Alaska North Slope 521.8 495.9 493.5 488.4 464.6 433.3 403.1 371.9 342.8 315.2
Non-North Slope 14.5 11.6 10.4 9.5 8.8 8.1 7.6 7.1 6.6 6.2
Total 536.3 507.5 503.9 497.9 473.4 441.4 410.7 378.9 349.4 321.4

Fall 2013 Forecast 
Alaska North Slope 508.2 498.4 487.6 482.7 459.5 429.1 399.6 368.8 340.1 312.9
Non-North Slope 13.5 11.6 10.4 9.5 8.8 8.1 7.6 7.1 6.6 6.2
Total 521.7 510.0 498.1 492.2 468.3 437.2 407.2 375.9 346.8 319.1

Volume change from prior forecast 
Alaska North Slope 13.6 -2.5 5.8 5.7 5.1 4.2 3.5 3.1 2.7 2.3
Non-North Slope 1.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total 14.6 -2.5 5.8 5.7 5.1 4.2 3.5 3.1 2.7 2.3

Percent change from prior forecast
Alaska North Slope 2.7% -0.5% 1.2% 1.2% 1.1% 1.0% 0.9% 0.8% 0.8% 0.7%
Non-North Slope 7.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total 2.8% -0.5% 1.2% 1.2% 1.1% 1.0% 0.9% 0.8% 0.8% 0.7%

Table C-1: Production Differences from Fall 2013 Forecast
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7/11flO14 N8W'NcrIh Slope prospector looNl'lIlD drllllhls wlrter 

Alaska Dispatch News 
Published on Alaska Dispatch (hUp'/lwww adn com) 

I:I2m.I. > New North Slope plOtpector looking to drill thl.wlnter 

Alex Demarban 
June 23, 2014 
Main Image Credit: 
Main Image Caption: 

A North Slope explorer relying on a generous tax credit offered under Alaska's previous production 
tax is moving forward to evaluate what it believes is a promising exploration play, with the drilling of 
two wells planned to start this winter. 

Torey Marshall, chief executiw of Rampart Energy, said he wouldn~ wade into the debate owrwhich 
is better, the state's old tax system or the new one that critics sayfa\lOrs existing producers over 
explorers. Supporters of the new law, Senate Bill 21, say it retains many similar benefits for small 
companies. 

"Irs a good way of gelling yourseW in trouble," said Marshall of the ongoing debate over which tax 
system most benefits Alaska and Alaskans, speaking by phone on Thursday from Adelaide, 
Australia. 

But Marshall said the tax credit established under the old tax system, dubbed Alaska's Clear and 
Equitable Share or ACES, has provided the financial push the company needs to prospect for oil in 
Alaska, where the potential for a sizable find is big, at least for a small outfit like Rampart. 

"Without ACES we couldn't participate," he said. "We're not the big guys, we take risks." 

The new Senate Bil121, implemented in January, has many benefits to encourage smaller 
companies like Rampart to invest in Alaska, said Mike Pawlowski, deputy commissioner for the 
Alaska Department of Revenue. 

The tax credits offered under ACES allowed companies to recoup up to 45 percent of certain 
expenses, and Senate Bill 21 made sure to keep that level of reimbursement in place for two years, 
Pawlowski said. After the two years is up, the benefit falls to up to 35 percent, but small companies 
can cash in their credit more quickly and benefit from the new law's lower production taxes. 

Rampart, a publicly traded company on the Australian stock exchange, came to Alaska in May of 
2013. 

Partnaring with San Diego-based Royale Energy, Rampart recently completed a three-<limensional 
seismic survey on about 60,000 acres some 15 miles southwest of the village of Nuiqsut. The 
acreage is about 10 miles from a trio of other fields, such as ConocoPhillips' Greater Mooses Tooth 
Unit at the eastem edge of the National Petroleum Reserve Alaska. 

At the moment, Rampart is zeroing in on a 20,OOO-acre section that showed intriguing "hydrocarbon 
indicators," perhaps oil or gas, said Marshall, an exploration geologist. The company is using 

httpJIwowt.idl.cmfprint/rJol;b'1594781 1/2 
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711112014 New North Slope prospector looHng 10 drill this";llIEr 

consulting firm Netherland, Sewall and Associates to provide a third-party review of the acreage. 

The company has contracted a rig through 2016 to drill the wells, an effort set to start in January, said 
spokesman Jay Morakis. The company announced this week it's teaming up with California-based 
Roth Capital Partners and is working to raise money for the drilling, Morakis said. 

Marshall said the company hopes to discover an oil field containing 25 million to 50 million barrels, 
something in the range of what Brooks Range Petroleum plans to unlock later this year at its Mustang 
field, a 40-million-barrel pool with peak production expected to reach 15,000 barrels a day. 

Those are small finds compared to the Slope's giant Prudhoe Bay and Kuparuk fields that have 
produced billions of barrels of oil over the decades. But such small fields may be the wave of the 
future in the Arctic oil patch. 

The North Slope has long been explored, but it's generally been done with old two-dimensional 
seismic tests and drilling that has been widely spaced, said Paul Decker, resource evaluation 
manager for the Alaska Division of Oil and Gas. 

Three-dimensional seismic testing like that conducted by Rampart can offer a more refined look that 
could lead to the discovery of small pools. 

"The basin is what we'd still call relatively under-explored or not completely explored," said Decker. 
Compared to Texas, for example, Alaska has far fewer wells and they are widely peppered across 
the landscape, while seismic assessments of underground features are also relatively limited, he 
said. 

The U.S. Geological Survey estimated in 2005 that the North Slope contained a mean of 4 billion 
barrels of undiscovered, technically recoverable oil. There could be dozens of midsize to small pools 
of oil with fewer than 64 million barrels, and perhaps one or two big fields with up to half a billion 
barrels of oil, according to the USGS' broad estimate. 

Of course, whether such small fields are economic is another matter, Decker said. Some may be far 
from a pipeline, road or other infrastructure, and installing that infrastructure may be costly. 

Marshall sounded optimistic, but cautioned that there's no certainty until wells are drilled. 

"We feel irs something that's reasonably sizable," he said of the hydrocarbon potential. "It's quite big, 
it's quite broad, and we need to explore that properly." 

By ALEX DEMARBAN 
aleX@alaskadispatch.com [11 

Source URL: http://www.adn.com/node/1594781 
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Source: Parnell Administration Fiscal Note Estimating Revenue Loss From SB 21 When Bill Passed, April 2013
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