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Scope of breakeven analysis 

 Previous analyses by both Roger Marks and EconOne have examined the additional 

North Slope conventional resources that would need to be unlocked by tax reform in 

order to make the tax reform revenue neutral in the long run 

 Both analyses have concluded that only a relatively small share of the potentially 

available resources would need to be unlocked in order for total long-run revenue 

under a CSSB 21 to be equivalent to or greater to that under ACES with no additional 

resources moved to reserves 

 Both analyses are astute, and point to the general conclusion that oil tax reform 

involves trading near-term revenues for longer-term revenue security 

 In order not to simply duplicate these analyses, this breakeven analysis instead 

focuses on different but related questions: 

– Within the timeframe of DOR production and revenue forecasts (2022), is it possible 

that a ‘crossover’ point could be reached, where annual revenues from CS SB21 

were higher than those under ACES with no production? 

– How much additional production would need to be put in place for this to be 

achieved?  How do different scenarios for oil price affect this?  How do assumptions 

regarding the portion of new production that is eligible for the GRE affect this? 

 Since the State of Alaska will be forgoing significant revenue in the short run in the 

hope of increased production, the question of the timeframe in which revenues from 

increased production might materialize is particularly important 
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Achieving a ‘crossover’ point 

 Upstream oil project development is characterized by long lead times. 

 Some impact of increased investment from tax reform might be witnessed in the form of increased 

drilling activity in the mature fields, creating some additional production with shorter lead times 

 Significant new developments, however, will likely have lead times on the order of 3 to 5 years 

 As a result, this analysis assumes production equivalent to the DOR forecast from now until 2017, 

with additional production coming online only after this point 

 At $100/bbl oil, an additional 27.5 mb/d of production would need to be brought on line each year 

between 2017 and 2022 in order to achieve a crossover point, assuming 50% of new production 

qualifies for the GRE.  This is equivalent to a Nikaitchuq-equivalent project being brought 

online each year 

 This level of new production would also flatten the current decline, contributing an additional 165 

mb/d of production by 2022, and an additional 210 mmb of oil produced between 2017 and 2022 
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Sensitivity to Oil Price and GRE Qualification 

 The amount of new production that must be 

brought online to achieve a production tax 

revenue ‘crossover’ by 2022 varies significantly 

according to oil price and the proportion of new 

production that is eligible for the GRE 

 At prices below $80, no new production is 

needed, since revenue from CSSB 21 is 

actually higher than from ACES in such 

scenarios 

 At $90, an additional 87 mb/d of new 

production is needed by 2022 (or an additional 

14.5 mb/d each year from 2017 to 2022) to 

achieve revenue crossover by 2022, assuming 

50% of new production is GRE-eligible 

 At $110, the requirement rises to 220 mb/d of 

new production by 2022 (or an additional 37 

mb/d each year from 2017 to 2022) to achieve 

crossover under the same GRE assumption 
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This material is protected by United States copyright law and applicable international treaties including, but not limited to, the Berne Convention 

and the Universal Copyright Convention. Except as indicated, the entire content of this publication, including images, text, data, and look and feel 

attributes, is copyrighted by PFC Energy. PFC Energy strictly prohibits the copying, display, publication, distribution, or modification of any PFC 

Energy materials without the prior written consent of PFC Energy.   

 

These materials are provided for the exclusive use of PFC Energy clients (and/or registered users), and may not under any circumstances be 

transmitted to third parties without PFC Energy approval.   

 

PFC Energy has prepared the materials utilizing reasonable care and skill in applying methods of analysis consistent with normal industry 

practice, based on information available at the time such materials were created. To the extent these materials contain forecasts or forward 

looking statements, such statements are inherently uncertain because of events or combinations of events that cannot reasonably be foreseen, 

including the actions of governments, individuals, third parties and market competitors. ACCORDINGLY, THESE MATERIALS AND THE 

INFORMATION CONTAINED THEREIN ARE PROVIDED “AS IS” WITHOUT WARRANTY OF ANY KIND, EITHER EXPRESS OR IMPLIED, 

INCLUDING BUT NOT LIMITED TO THE IMPLIED WARRANTIES OF MERCHANTABILITY, ACCURACY, OR FITNESS FOR A PARTICULAR 

PURPOSE. Conclusions presented herein are intended for information purposes only and are not intended to represent recommendations on 

financial transactions such as the purchase or sale of shares in the companies profiled in this report.   

 

PFC Energy has adjusted data where necessary in order to render it comparable among companies and countries, and used estimates where 

data may be unavailable and or where company or national source reporting methodology does not fit PFC Energy methodology. This has been 

done in order to render data comparable across all companies and all countries. 

 

This report reflects information available to PFC Energy as of the date of publication. Clients are invited to check our web site periodically for new 

updates.  

 

© PFC Energy, Inc.  License restrictions apply. Distribution to third parties requires prior written consent from PFC Energy. 

Notice 
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PFC Energy, Singapore 
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