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INTERNATIONAL TRENDS
T h e  h i g h  o i l  p r i c e s  h a v e  h a d  a n  i m p o r t a n t  i m p a c t  

o n  t h e  i n t e r n a t i o n a l  g o v e r n m e n t  t a k e .

P r o g r e s s i v e  c o u n t r i e s :

•  “ O n e  W a y ”  a d j u s t m e n t

NWT, Angola, Russia, Azerbaijan, Libyr
•  “ T w o  w a y ”  a d j u s t m e n t

Alberta, Norway, Indonesia
R e g r e s s i v e - N e u t r a l  c o u n t r i e s :

US, UK, Egypt, Argentina



INTERNATIONAL TRENDS
T h e  h i g h  o i l  p r i c e s  c r e a t e  a  p o s s i b i l i t y  f o r  

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

i n c r e a s e  t h e i r  g o v e r n m e n t  t a k e .  S e v e r a l  

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

•  U K

•  T r i n i d a d  &  T o b a g o

•  K a z a k h s t a n

•  B o l i v i a

•  V e n e z u e l a



PPT AND CURRENT TERMS
The PPT on new investments depend on the costs, field size and well 
productivity assumptions.

Six field cases were analyzed under high cost and low cost scenarios:

50 MM -  low well productivity
150 MM - low well productivity
500 MM - low well productivity

50 MM - high well productivity
150 MM - high well productivity
500 MM - high well productivity

Because of special support for small producers, two scenarios will be 
evaluated:

First Investment
Re-invnstment
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PPT income, re-investment, 50 MM bbls, high costs, low well
productivities

PPT AND CURRENT TERMS
R e - i n v e s t m e n t  in  a  5 0  M M  b a r r e l  f i e l d

200

Alaska Current 
25/15 
25/20 
20/15 
20/20 
17.5/15

WTI oil prices (S/bbl)

Alaska will collect more production tax under high oil 
prices even on a small 50 million barrel field.
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PPT AND CURRENT TERMS

R e - i n v e s t m e n t  in  a  5 0 0  m i l l i o n  b a r r e l  f i e l d

4000
3500
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2500
2000
1500
1000
500

0

PPT income, re-investment, 500 MMbbls, high costs, high well
productivities

♦ Alaska Current 
25/15 
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- x -  20/20 
17.5/15

S22 $24 $26 $28 $30 S32 $34 $36 $?8 S40

WTI oil prices (S/bbl)

On large fields, Alaska will collect more production tax 
under average and high oil prices
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PPT AND CURRENT TERMS
F i r s t  i n v e s t m e n t  in a  5 0  m i l l i o n  b a r r e l  f i e l d

PPT income, first investment, 50 MM bbls, high costs, low well
productivities

50

0

-50

-100

-150

-200

$22 $24 $26 $28 $30 $32 $34 $36 $38 $40
—♦— Alaska Current 
-■ -2 5 /1 5  

25/20 
20/15 

—*'—20/20 
17.5/15

WTI oil prices (S/bbl)

A  s m a l l  p r o d u c e r  w ill  n o t  p a y  P P T  a n d  t h e r e f o r e  o n  a  s m a l l  
f i e l d ,  s u c h  p r o d u c e r  w il l  o n l y  e a r n  t a x  c r e d i t s ,  w h i c h  c a n  b e  
t r a d e d .
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PPT AND CURRENT TERMS
F i r s t  i n v e s t m e n t  in  a  5 0 0  m i l l i o n  b a r r e l  f i e l d
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productivities
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WTI oil prices (S/bbl)

A  f i r s t  i n v e s t m e n t  in  a  l a r g e  f i e l d  w il l  r e s u l t  in  c o n s i d e r a b l e  
P P T  u n d e r  h i g h  p r i c e s ,  b u t  l e s s  t h a n  u n d e r  a  r e - i n v e s t m e n t  
s c e n a r i o .
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PPT AND CURRENT TERMS
Impact on investors: 50 and 500 MM barrel fields

IRR for 50 million barrel • low productivity case, high cosls IRR of 500 million barrel • high productivity case, high costs

WTlcipr«s
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i-PPT-f-srSOW
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n at 2
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PPT-first 50CJ”.t 
FPT-naSXMUl

T h e  t a x  c r e d i t s  u n d e r  t h e  P P T  i m p r o v e  t h e  I R R  f o r  f i r s t  
i n v e s t m e n t  o r  r e - i n v e s t m e n t ,  r e g a r d l e s s  o f  f i e l d  s i z e  a n d  c o s t  
c o n d i t i o n s  ( 2 0 / 1 5  c a s e  w a s  u s e d  f o r  i l l u s t r a t i o n )



PPT AND COMPETITION
The competitive position of the Alaska system was 
analyzed using the same field sizes and applying 
international terms. Eight fiscal systems were 
analyzed. They all reflect areas in the world where 
currently considerable investment is taking place:

• Norway 
UK

• US Gulf Coast
• Alberta Oil Sands
• Nigeria
• Angola
• Russia-Sakhalin 

Azerbaijan
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PPT AND COMPETITION
First Investment in 500 MM barrel field

IRR, f irs t in ve s tm en t, 500 MM barre ls , h igh  co s ts , h igh  well
p ro d u c tiv ity

•  UK 
■ Norway

Current 
25/15

• 25/20
• 20/15 

20'20
• 17.5/15

T h e  P P T  c r e a t e s  a  v e r y  m a t e r i a l  i m p r o v e m e n t  i n  I R R  r e l a t i v e  
t o  N o r w a y  a n d  U K ,  f o r  a  f i r s t  i n v e s t m e n t  in  a  l a r g e  f i e l d .

60° o

20%

10%

0%
S 22 $2-1 $26 $28 $30 $32 $3-1 $36 S38 $-10

WTI oil prices (S/bbl)
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PPT AND COMPETITION
F i r s t I n v e s tm e n t in 5 0  M M  b a r r e l f ie ld

IRR, first investment, 50 MM barrels, high costs, low well
productivity

0 9 $22 $24 $26 $28 $30 $32 $34 $36 $38 $40

WTI oil prices (S/bbl)

UK
Norway
Currenl
25/15 

- '— 25/20 
— 20/15 

20/20 
- 17.5/15

T h e  P P T  c r e a t e s  a  v e r y  s i g n i f i c a n t  i m p r o v e m e n t  in  I R R  
r e l a t i v e  t o  N o r w a y  a n d  U K ,  f o r  a  f i r s t  i n v e s t m e n t  in  a  s m a l l  
f i e l d .
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PPT AND COMPETITION
F i r s t I n v e s tm e n t in 5 0 0  M M  b a r r e l f ie ld

G o vern m e n t Take fo r  a 500 MM barre l fie ld
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$22 $24 $26 $28 $30 S32 $3*1

WTI oil prices (S/bbl)

$36 $38 $40

UK
Norway 
Currenl 
25/15 
25/20 
20/15 
20/20 

-  17.5/15

T h e  P P T  p r o v i d e s  f o r  a  m o d e s t  t o t a l  g o v e r n m e n t  t a k e  f o r  
e a c h  o f  t h e  f i v e  o p t i o n s ,  in  o r d e r  t o  c o m p e n s a t e  f o r  t h e  l o w  
n e t  b a c k  p r i c e s  a n d  h i g h  c o s t s .
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PPT AND COMPETITION
F i r s t  I n v e s t m e n t  i n  5 0  M M  b a r r e l  f i e l d

Government Take for a 50 MM barrel field

100%

90%

80%

70%

S22 S24 $26 $28 $30 $32 $34

WTI oil prices (S/bbl)
$36 $38 S40

— UK 

Norway 

Current 

25/15 

25/20 

— 20/15 

20/20 

—  17.5/15

For first investors or small p r o d u c e r s  there is a  reduction of g o v e r n m e n t  

take c o m p a r e d  to the Current S y s t e m .  T h e  regressive nature of the 

g o v e r n m e n t  take is r e m o v e d  for e a c h  of the five options.



P P T  A N D  C O M P E T I T I O N
F ir s t  I n v e s tm e n t

C O M P E T I T I V E N E S S  I N D E X  

H y p o t h e t i c a l  b e s t 4 8

U S  G O M 5 2 # 1

U K 1 3 5 # 2

A l b e r t a - O i l  S a n d s 1 5 7 # 3

N i g e r i a 1 7 2 # 4

A l a s k a  P P T 2 7 2 # 5

A n g o l a 3 1 8 # 6

A z e r b a i j a n 3 2 9 # 7

A l a s k a  C u r r e n t 3 6 4 # 8

N o r w a y 3 9 7 # 9

R u s s i a - S a k h a l i n 4 4 4 # 1 0

H y p o t h e t i c a l  w o r s t 4 8 0

i he lower the number the better the rating. The table shows 
a considerable improvement in overall competitiveness for the 
PPT for new investors (20/15 options was used)



P P T  A N D  C O M P E T I T I O N
N e x t  In v e s tm e n t

C O M P E T I T I V E N E S S  I N D E X

H y p o t h e t i c a l  b e s t 4 8

U S  G O M 5 1 # 1

U K 1 3 1 # 2

A l b e r t a - O i l  S a n d s 1 5 3 # 3

N i g e r i a 1 6 9 # 4

A n g o l a 3 0 7 # 5

A l a s k a  P P T 3 2 2 # 6

A z e r b a i j a n 3 2 3 # 7

A l a s k a  C u r r e n t 3 5 3 # 8

N o r w a y 3 9 1 # 9

R u s s i a - S a k h a l i n 4 4 0 # 1 0

H y p o t h e t i c a l  w o r s t 4 8 0

The lower the number the better the rating. I he table shows a modest 
improvement in overall competitiveness for tne PPT for investors who do not 
benefit from the small producer incentive (20/15 option was used).



P P T  S T U D I E S

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  

F e b r u a r y  1,  2 0 0 6



P P T

W e l l h e a d  V a l u e  l e s s :

-  O p e r a t i n g  c o s t

-  P r o p e r t y  t a x

-  R o y a l t y

-  C a p i t a l  c o s t  

x  t a x  r a t e

y  c r e d i t  o n  c a p i t a l  c o s t s



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  

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
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Figure 1 

Volume Scenarios
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—  w/o enhanced w/o gas —  with enhanced / with gas

4



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 l o r a t i o n
-  $ 1 / b b l  o n - g o i n g  c a p i t a l
-  $ 4 / b b l  d e v e l o p m e n t a l  c a p i t a l  o n  2/3 o f  oi l  o n  

e x i s t i n g  f i e l d s
-  $ 4 / b b l  d e v e l o p m e n t a l  c a p i t a l  o n  n e w  f i e l d s
-  $ 4 / b b !  o p e r a t i n g  c o s t s

C o s t s  a n d  p r i c e s  a r e  r e a l  $ 2 0 0 5  d o l l a r s  
e s c a l a t i n g  a t  2 % / y e a r



C u m u l a t i v 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 )



Figure  2
C um ula t ive  Oil S e v e r a n c e  T a x e s  2006-2030 (S)
W ithout  Gasl ine  /  Without  E n h a n c e d  V o lu m es

80
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o
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$25 $30 S35 $40 $45 $50 $55
ANS West Coast Price (S/bbl) (2005 dollars)

sq  25/15 25/20 20/15---- 20/20 ----- 17.5/15

Total r e v e n u e s  $ 3  billion less to $ 6 1  billion m o r e  than status q u o
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Figure  3
C um ula t ive  Oil S e v e r a n c e  T a x e s  2006-2050 (SB)

With G a s l i n e / W i t h  E n h a n c e d  V o lu m e s

ANS West Coast Price (S/bbl) (2005 dollars)

sq 25/15 25/20 20/15 20/20   17.5/15

Total r e v e n u e s  S 6  billion less to $ 1 3 4  billion m o r e  than status q u o

8



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 )

-  $ 2 0

-  $ 4 0

-  $ 6 0
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Figure 4

Annual Oil Severance Tax (Smm)
No Gasline/No Enhanced Volumes 

$ 2 0

400 
350 
300 
250 
2 0 0  

150 
1 0 0  

50 
0

2005 2010 2015 2020 2025 2030
Year

—  sq — 25/15 25/20 20/15----- 20/20 17.5/15

A v e r a g e  a n n u a l  r e v e n u e s  S 1 0 0  - S 1 8 0  million less than status q u o
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Figure 5

Annual Oil Severance Tax ($mm) 
No Gasline / No Enhanced Volumes 

S40

2 ,0 0 0

2005 2010 2015 „  2020 2025 2030Year
—  sq — 25/15 25/20 20/15 — 20/20  17.5/15

A v e r a g e  a n n u a l  r e v e n u e s  $ 4 0 0  - $ 9 0 0  mill ion m o r e  t h a n  s t a t u s  q u o
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Figure 6
Annual Oil Severance Tax (Smm) 

No Gasline/No Enhanced Volumes 
$ 6 0

4.000
3.500
3.000
2.500
2 .0 0 0

1.500 
1 ,0 0 0

500 
0

2005 

—  sq

2010 2015 2020
Year

—  25/15 25/20 20/15 — 20/20

2025

17.5/15

2030

A v e r a g e  a n n u a l  r e v e n u e s  $1.1 - $2.0 billion m o r e  than status q u o  

This is equivalent to total State Gasline r e v e n u e s  at a $ 5 / m m b t u  m a r k e t  pi ice
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Figure 7

Annual Oil Severance Tax Reveni es (Smm) 
With Gasline & Enhanced Vol imes 

$20

4 0 0  

3 0 0  

2 0 0  

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

Year
2 0 4 5

s q  —  2 5 / 1 5  2 5 / 2 0  2 0 / 1 5  2 0 / 2 0  —  17.5/15

A v e r a g e  a n n u a l  r e v e n u e s  $ 1 5 0  - $ 2 0 0  mill ion l e s s  t h a n  s t a t u s  q u o
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Figure 8

Annual Oil Severance Tax Revenues (Smm) 
With Gasline & Enhanced Volumes 

$40

Year

—  s q  —  2 5 / 1 5  2 5 / 2 0  2 0 / 1 5  —  2 0 / 2 0  —  17.5/15

A v e r a g e  a n n u a l  r e v e n u e s  $ 0 . 6  - S 1 . 2  bil lion m o r e  t h a n  s t a t u s  q u o
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Figure 9

Annual Oil Severance Tax Revenues (Smm) 
With Gasline & Enhanced Volumes 

S60

Year

—  s q  —  2 5 / 1 5  2 5 / 2 0  2 0 / 1 5  —  2 0 / 2 0  —  17.5/15

A v e r a g e  a n n u a l  r e v e n u e s  S 1 . 5  - S 2 . 6  bill ion m o r e  t h a n  s t a t u s  q u o
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E f f e c t i v e  T a x  R a t e

• 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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Figure  10
Effective Oil S e v e r a n c e  Tax  Rate

W ithout  Gas l ine  /  W ithout  E n h a n c e d  V o lu m e s

ANS West Coast Price (S/bbl) (2005 dollars)

 sq  25/15 25/20 20/15------20/20 17.5/15
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Figure  11
Effective Oil S e v e r a n c e  Tax Rate

With G as l ine  & E n h a n c e d  V o lu m es
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C o n c l u s i o n :  

C o r p o r a t e  T a k e
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Figure 12 
Corporate Take at EIA Forecast Price ($58) 

20% Tax/15% Credit 
With Gasline & Enhanced Volumes

T -

' ' J  -

1

Status Quo
2

PPT

■ C a p e x

□ O p e x  

ES Trans p
□ Prop

■ R o y

□ State C I T

□ S e v

■ F e d  Tax

□ Corporate Take

C o r p o r a t e  take g o e s  from 3 9 %  to 3 3 %  of gross revenues, 

or fr o m  5 1 %  to 4 4 %  of the e c o n o m i c  rent



P R O F I T  S H A R I N G  

P R O D U C T I O N  T A X

P r e s e n t a t i o n  t o  t h e  S e n a t e  a n d  
H o u s e  F i n a n c e  C o m m i t t e e

F e b r u a r y  1,  2 0 0 6



F I S C A L  S Y S T E M  O F  A L A S K A

T h e  f is c a l  s y s t e m  a p p l i c a b le  to  o il a n d  g a s  o f  A l a s k a  
c o n s i s t s  p r im a r i ly  o f fo u r  c o m p o n e n t s :  '

R o y a l t ie s

P r o d u c t io n  ta x  ( s e v e r a n c e  tax , “ E L F ”)

P r o p e r t y  ta x

S t a t e  c o r p o r a t e  in c o m e  ta x

A d d i t io n a l ly ,  th e re  is  f e d e r a l  c o r p o ra te  in c o m e  tax .

T h is  p r e s e n ta t io n  is  a b o u t  p r o p o s e d  c h a n g e s  in the  
p ro d u c t io n  tax .



C U R R E N T  P R O D U C T I O N  T A X

T h e  c u r r e n t  p r o d u c t i o n  t a x  f o r  oi l  is 
1 2 . 2 5 %  n e t  o f  r o y a l t y  f o r  th  3 f i rs t  
f i v e  y e a r s  o f  p r o d u c t i o n  a n d  1 5 %  
t h e r e a f t e r .  T h e s e  p e r c e n t a g e s  a r e  
m u l t i p l i e d  b y  t h e  E c o n o m i c  L i m i t  
F a c t o r  ( b e t w e e n  0  a n d  1). T h e  E L F  
l o w e r s  t h e  p r o d u c t i o n  t a x  r a t e  f o r  
s m a l l e r  f i e l d s  a n d  f i e l d s  w i t h  l o w  
p r o d u c t i v i t y  w e l l s .



C U R R E N T  P R O D U C T I O N  T A X

The  current vers ion  of the production tax (“E L F ”) w as 
in troduced in 1989. The formula reflects e conom ic  cond it ions 
in 1989 when oil p r ices were in the $ 14 - $ 17 per barrel 
range and the va lue s  of 300 bopd for well productiv ity and 
150,000 bopd for field productivity rep resen ted  reasonab le  
e conom ic  benchm arks.

A lso  the formula did not contem p la te  the sub sequen t 
deve lopm en t of a varietv of sate llite fields.

W h ile  the production tax stimulated the deve lopm en t of a 
variety of marg ina l fields, the benchm arks  are now  outdated.

Therefore , an overhau l of the production tax is in the interest 
of the State.



C U R R E N T  P R O D U C T I O N  T A X

T h e  p r o d u c t i o n  t a x  h a s  s e r i o u s  d e f i c i e n c i e s :

•  E L F  i s  n o  l o n g e r  r a t i o n a l  i n  r e l a t i o n  t o  

w e l l  p r o d u c t i v i t y  a n d  f i e l d  p r o d u c t i o n .

•  E L F  i s  n o t  r e s p o n d i n g  r e a s o n a b l y  i n  c a s e  

o f  f i e l d  p r o d u c t i o n  d e c l i n e

•  E L F  d o e s  n o t  p r o v i d e  a  r e a s o n a b l e  

b a l a n c e  u n d e r  a  r a n g e  o f  o i l  p r i c e s

•  E L F  d o e s  n o t  p r o v i d e  a  s u f f i c i e n t  

i n c e n t i v e  f o r  r e - i n v e s t m e n t



C U R R E N T  P R O D U C T I O N  T A X

If 150,000 \ A 1-53333*11 \ volume '  I
E L F  = j 1-(300 x wells) 1 A1 volume -1

’wells" is Ihe number of producing wells in the field, "volume" is the total daily production for the field

W e l l  P r o d  W e l l s  V o l u m e  E L F

b o p d b o p d

3 0 0 2 0 0 0 6 0 0 0 0 0 0 . 0 0

3 0 0 5 0 0 1 5 0 0 0 0 0 . 0 0

1 5 0 0 i o o 1 5 0 0 0 0 0 . 8 0

1 5 0 0 2 0 3 0 0 0 0 0 . 0 7

6 0 0 0 5 3 0 0 0 0 0 . 5 5

A n  E L F  o f 0 .0 0  m e a n s  th a t  th e  p ro d u c t io n  ta x  is  z e ro .  F lo w e v e r ,  

ro y a lt ie s ,  p ro p e r t y  ta x  a n d  c o r p o ra te  in c o m e  ta x  r e m a in  p a y a b le .



C U R R E N T  P R O D U C T I O N  T A X
E L F  i s  d e c l i n i n g  f a s t e r  t h a n  p r o d u c t i o n  i n  s o m e  f i e l d s .

m b d

0.40

0 .3 2

0 .2 4

0 .1 6

0 .0 8

0.00

Kuparuk Crude Oil Production & ELF
P r o d u c t io n  in  M il l io n  D a r r e ls  p e r  D a y
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C U R R E N T  P R O D U C T I O N  T A X
E L F  i s  d e c l i n i n g  f a s t e r  t h a n  p r o d u c t i o n  i n  s o m e  f i e l d s .

Econom ic Lim it Factor [ELF]
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P R O F I T  S H A R E  C O N C E P T

T h e  G o v e r n o r  p r o p o s e s  a  p r o f i t  
s h a r i n g  p r o d u c t i o n  t a x  (“P P T ”) 
w h i c h  is a  c o m p l e t e  r e p l a c e m e n t  o f  
t h e  c u r r e n t  E L F  b a s e d  v e r s i o n  o f  
t h e  p r o d u c t i o n  t a x  o n  oil  a n d  g a s .

T h e  P P T  wil l  b e  a  l a w  o f  g e n e r a l  
a p p l i c a t i o n .



P P T

T h e  P P T  i s  c a l c u l a t e d  a s  a  t a x  r a t e  m u l t i p l i e d  b y  
t h e  c o r p o r a t e  c a s h  f l o w  f r o m  p r o d u c t i o n  in A l a s k a  
f r o m  oil a n d  g a s ,  w i t h  t a x  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 s .

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

T h e  c a s h  f l o w  i s  c a l c u l a t e d  a s :

G r o s s  p r o d u c t i o n  r e v e n u e s  ( n e t  o f  r o y a l t i e s )  
b a s e d  o n  w e l l h e a d  p r i c e s ,  l e s s  t h e  p r o d u c e r ' s  
l e a s e  e x p e n d i t u r e s .



P P T

T h e r e  will  b e  t a x  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  
b a s e d  o n  a  p e r c e n t a g e  o f  t h e  a m o u n t  o f  t h e  
i n v e s t m e n t

L o s s e s  in a n y  y e a r  c a n  b e  c o n v e r t e d  t o  t a x  
c r e d i t s  b y  m u l t i p l y i n g  t h e  a m o u n t  o f  t h e  l o s s  w i th  
t h e  t a x  r a t e .

T a x  c r e d i t s  c a n  b e  t r a n s f e r r e d  a n d  t r a d e d

E x p l o r e r s  a n d  i n d e p e n d e n t s  w il l  b e  a b l e  to  
m o n e t i z e  p a r t  o f  t h e i r  i n v e s t m e n t s  i m m e d i a t e l y ,  
t h e r e b y  s t r o n g l y  e n c o u r a g i n g  e x p l o r a t i o n .



P P T
The tax rate and tax credit rate are currently being 
discussed in the context of negotiations.

The Joint Senate/House Finance requested data around 
five specific scenarios,

Tax Rate Tax Credit Rate on
Capital Expenditui

25% i 5%
25% 20%
20% 15%
20% 20%
17.5% 15%

These requested cases arc not necessarily reflective of what 
mav ultimately be decided.



P P T
S m a l l  P r o d u c e r s

T h e r e  w i l l  b e  f e a t u r e s  t o  e n s u r e  t h a t  
t h e r e  i s  n o  t a x  o n  a  l o w  l e v e l  o f  
p r o d u c t i o n  p e r  c o m p a n y  i n  o r d e r  t o  
e n c o u r a g e  e x p l o r e r s  a n d  i n d e p e n d e n t s .  
S e v e r a l  a l t e r n a t i v e s  a r e  b e i n g  
c o n s i d e r e d :

T h e  ta x  ra te  on  th e  f irs t 5 0 0 0  b a r re l o f  o il 
e q u iv a le n t  p e r  d a y  p e r  c o m p a n y  is  0% , o r

T h e r e  w ill b e  a  ta x  f re e  a l lo w a n c e  e q u a l  th e  
lo w e r  o f a n  a g r e e d  le v e l p e r  c o m p a n y  o r  th e  
a c tu a l p ro f i t s  p e r  c o m p a n y .  T h is  a l lo w a n c e  
c o u ld  b e  in th e  r a n g e  o f $  5 0  to  $  1 0 0  m il l io n  
p e r  y e a r .



P P T
H e a v y  O i l

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

p o s s i b i l i t y  f o r  h a v i n g  a  s o m e w h a t  h i g h e r  

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

d e v e l o p m e n t  o f  h e a v y  o i l

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

a d d  t o  t h e  l e v e l  o f  N o r t h  S l o p e  

p r o d u c t i o n .  It r e p r e s e n t s  a n  i m p o r t a n t  

p o s s i b l e  f u t u r e  d e v e l o p m e n t  t h a t  i s  

c l e a r l y  h i g h  c o s t .



P P T  a n d  R e s o u r c e  D e v e l o p m e n t

T h e  e n h a n c e d  i n c e n t i v e s  t o  i n v e s t  
in e x p l o r a t i o n  a n d  d e v e l o p m e n t  
t h r o u g h  t h e  P P T  a s  w e l l  a s  t h e  g a s  
l i n e  i n v e s t m e n t  wil l  c r e a t e  a  n e w  
e n v i r o n m e n t  w h e r e b y  A l a s k a  wil l  
b e  c o n s i d e r e d  b y  m a n y  p e t r o l e u m  
c o m p a n i e s  a  n e w  c o r e  a r e a  f o r  
p e t r o l e u m  i n v e s t m e n t  a n d  
i n c r e a s e d  oi l  a n d  g a s  p r o d u c t i o n .
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C o n c l u s i o n

T h e  c u r r e n t  E L F  b a s e d  p r o d u c t i o n  t a x  i s  
c o m p l e t e l y  o u t d a t e d ,  i s  a  r e g r e s s i v e  t a x  
a n d  i s  n o  l o n g e r  i n  t h e  i n t e r e s t  o f  A l a s k a .

T h e r e f o r e  t h e  G o v e r n o r  p r o p o s e s  t h a t  
A l a s k a  a d o p t s  a  p r o f i t s  b a s e d  s y s t e m  
t h a t  w i l l  p r o v i d e  o n  a v e r a g e  f o r  a  h i g h e r  
g o v e r n m e n t  t a k e  f o r  A l a s k a .  It i s  a  
D r o g r e s s i v e  t a x  w i t h  a  s t r o n g  i n c e n t i v e s  
:o r  i n v e s t m e n t  a n d  e x p l o r a t i o n .  It w i l l  

a t t r a c t  n e w  e n t r a n t s  t o  A l a s k a .


