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T a X S tru cture A s A pp lie d

U n der V ariou s S tru c ture s

PPT
ACES
Senate Judiciary

ilGaffney/Cilne‘& Associates™*,



A -Tax-

Progressivity

PPT

> Basic rate of 22.5%

> Tax rate increases 0.25% for every dollar that net cash flow per
barrel exceeds $40

ACES
> Basic rate of 25%

Tax rate increases 0.2% for every dollar that net cash flow per
barrel exceeds $30

Senate Judiciary
> Basic rate of 25%

> Tax rate increases 0.4% for every dollar that net cash flow per
barrel exceeds $30

*Gaffney'. Cline & Associates
09 November 200?



PPT Progressivity

Tax Rate By Field Within A Company - As Affected By Portfolio Blending

Existing Blended

Reservoirs

The progressivity can be seen through the lower effective tax
rate on lower margin fields

rGaffney Cline & Associates 09 November 2007
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ACES Progressivity

Tax Rate By Field Within A Company -As Affected By Portfolio Blending

40%

3595  °9-3% 32.4% 31.7%
29.5%

30% 26.6%
25%
20%

15%
10%

5%

Existing X Y Z Blended
Reservoirs

The progressivity feature is maintained, although ACES has a
higher base rate (25% compared to PPT 22.5%) and a shallower
progressivity (0.2% compared to 0.25%), starting $10 earlier ($30

rather than $40 net cash flow per barrel)



Senate Judiciary Progressivity

Tax Rate By Field Within A Company -As Affected By Portfolio Blending

Existing X Y Z Blended
Reservoirs
The Senate Judiciary CS starts at the same point as ACES, but
has a progressivity of 0.4%, rather than 0.2%
As a result, while this results in an overall larger take, the less
profitable field in this example actually benefits from a lower rate

Gaffney, Cline & Associates , 09 November 2007
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Conclusions Cav'03J-0i?""VSF

A net tax on the “profit margin” is actually a tax on a
company’s retained cash flow and notjust a tax on

simple profitability

« The progressive feature in PPT, in ACES, and in the
Senate Judiciary CS allows fields of different
profitability within the same company to have

different effective tax rates

e More aggressive net progressivity provides a

greater differentiation on the effective rate

8Gaffney,*Cline & A ssociates,
09 November 2007
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W here is the tipping point?

e Quite legitimately several legislators have asked
how far (increasing taxes) isjust right and how far
is too far?

> The companies, for obvious reasons, have passed on the

opportunity to describe in numerical terms what impact a
change in Alaska taxes will have

« Decision making process has many factors
 Worldwide better rock trumps fiscal systems

 Appears the majority of capital spending of the major
Alaskan oil companies is in regimes with higher
government take

> All consultants acknowledged that taxes are but one of
many factors that control decision making, and cannot say
with certainty what tax rate isjust right

*Gaffneyj Clfne & Associates™,
09 November 2007



Testing the Tipping Point

Industry testimony to previous committees paints a
fairly clear picture of one very important aspect of
North Slope operations

> AOGA letter which reflects “the full consensus of the
members ofthe AOGA Tax Committee, with no dissent

> BP’'s very detailed presentation on Prudhoe Bay area

> Conoco’s useful insight on project economics

> And other information supplied by Anadarko, Chevron,
Exxon and Pioneer.

Details presented were then double checked against

annual reports, SEC filings, analyst presentations

and other company press releases where available

1Gaffney; Clirie & Associates
09 November 2007



Overall O bservations

* Based on the testimony and presentations from
industry GCA believes:
> There is significant upside in terms of barrels of oil to be

produced by investing to reduce the natural field decline

rate in the major North Slope fields

> The economics of reinvestment in existing producing

assets on the North Slope are extremely profitable

« Evaluated with actual costs, production and prices as
reported by BP

* Profitable even when tested against various stress points

Gaffney, Cline & Associates
09 November 2007



A OGA Testimony to the House

In discussing the merits of HB 2001 versns PP T and the Administration®s concerns, we

must always keep inmind the real-world situatioil that Alaska faces. The greatest chalienee) that

confronts this generation of Alaskans and the nex tis the ongoing decline of oil production,

which has been, is today, and promises toremain the cornerstone of the finances of state

government.

e The fiscal system chosen must  recognize the
current and near-term importance of improving

production from existing assets.



A OGA Testimony - Recent Success

This gets us to investment 1llcurrently producing fields. Fortunately, there are invest—
ments that can be made, and are being made, 11l these fields to slow their decline. In the short
term, this is in-fill drilling — that is, drillingnew wells into the portions of a reservoir that are
between the wells that have already been drilled. This accelerates the drainage of oil from the
rock that currently liesm between existing wellsj In-fill drilling lastyear contributed some
70.000 barrels a day to production from the Prudhoe Bay field) To put this into perspective, a
70.000 barrel per day fieldwould be the 42 largest stand-alone field Oll the North Slope today.

c AOGA, with the 100% backing of their member
organization touted the importance of infill drilling

along with its success

« Additional production of 70,000 bopd was
achieved with the 2006 infill drilling program.

Gaffney, CHne.& Associatesl
09 November 2007



Potential infill upside

bp
i BP noted
that light oil
Sstaired inestrent n igtal developrent sataE delopiy represented
£ heawy dland new Tieks as much as
7.5 Bn bbls
NViscous OUt OfatOta|
15 - 0.0 YET TO BE of 11.5 Bn
v) - DISCOVERED '
bbls
A
V) 10
O Li t Viscous 0.5-1 i i
ig Known oil resource nght Oll
o) 5. ] potential within - 710%
EXISTING FIELDS
of the
identified
potential

Produced Future

Source' COfVDOCVUSGS/GP

Gaffney, Cllhe & Associates
09 November 2007



Prudhoe Bay infill drilling results

50% Of GPB’s current oil
production is from drilling and
rig workover activity conducted

over the past four years

thn/m

jlim
A AdiDi
cn
0) GPB Well Investments 2002-2006
Cco ucriH
CD

JiMW [dnor, jvino Jan Of
Base Production plus development and rig workover activit'
BP House testimony page 12 Hmiels (mmboe)

Gaffney, Cline & Associates
09 November 2007



Costlier Development JasEJ

e Itis getting more expensive to develop a barrel of

reserves (BP Infill program)

2002 2003 2004 2005 2006
Capex 255 220 275 240 245
MMbls 120 90 80 60 50
$/bbl 2.13 2.44 3.44 4.00 4.90

e Contrast the above per barrel F&D costs with:
> $2 or less CAPEX for Prudhoe and Kuparuk to date
e $19bn to produce 9.5 bn bbls
> The P/K upside at $3.5(15%), $7.7 (6%), $12 (3%)

> Pioneer’'s view of average F&D for Lower-48 of $14

Gaffney, Cline & Associates
OJ November 2007



5 Year Prudhoe Drilling Program

BP noted that for every dollar spent on an infill
another two dollars were spent on injection and

surface facilities —base case is 300% Capex

CAPEX for Drilling Program ©Vver$3.7 Bn

1,000
900
800
700
600
500
400
300
200

100

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

well



BP - Prudhoe Bay

e Production from infill program as presented by BP

Incremental Production
250

S 200
ra 100

2003 2004 2005 2006 2007 2008 2009 2010 2011

jlOaffney, Cilne & Associates
09 November 2007



In put

Controls

Modeling the Prudhoe Success contained in AOGA/BP Testimony

DggorgirngYear CAPEX for Drilling Program 3-705 Incremental Production 440
2003 R lg))g
2004 R 400
2005 R oo
2006 R 600 |
500
Capex Multiplier 300%g fg a <10
000
opex Muttiplier —— 100% iy o0
. .. 0
Production Multiplier 100% 4] » 7002 2003 2004 2005 2006 2007 2003 2009 2010 2011 2012 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Discount Rate 15% < »}
Royalty — 125% 4] »| Oil Company Net Present Value 3243 Alaska Royalty And Taxes
Net TaxRate  225% 41»
Progressivity ~ 025% 4 y

Progressivity Start

Prlco

40 4| »
200? 200. 7004 1005 2006 2007 2008 2009 2010 7011 201

Credit* from Outlet

Actual oil prico (hut tm til on PPT) thru 200C, then Ft*!

cGaffney, Cline & Associates
09 November 2007



,00X~Tar

R obust drilling program

* Remains profitable at:
> 300% capex
> 200% opex

> 259% discount rate
> $50 ANS
> High progressivity

Gaffney, Cline & Associates**
09 November 2007



Overly Stressed Case

CAPEX for Drilling Program 3,705

1.000

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Oil Company Net Present Value 975

1,500
IRR = 56% 1,000

Jfm

500
0

2006 2007 2008 2009 2010 2011 2C12
(500)

(1.000)

(1.500)

Gaffney, Cline & Associates'

Incremental Production 440

250

2002 2003 2004 2005 2000 2007 2008 2009 2010 2011

Alaska Royalty And Taxes 5,710

1,500

500

2(/02— 2003— 2004— 2003— 2008— 2007— 2008— 2009— 2010— 2011— 2011500)

09 November 2007
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North Slope Potential

Decline Rate 15% 3%

Produced Barrels 1.3 bn 3.9 hn 7.5 bn

Industry Investment $5 bn $25 bn $70 bn
Status quo

 Built a generic model based on the above barrels and
investments

> Used indicated decline rates

> 250,000 bpd abandonment rate
(Based on the oil companies’ and AOGA presentation of the
mechanical limit of 300,000 bpd for TAPS and the above
decline rates and produced barrels )

Gaffney; Cline & Associates
09 November 2007



Decline Rate
Produced Barrels

Industry Investment

« NPV10 = $Bn
« NPVO = $Bn
« NPVO = $/bbl

- $80/bbl WTI, $70/bbl NS

NGaffney, Cllhe & Associates

15%
1.3 bn
$5 bn

$15-%$20
$22 - $27
$15-%20

6 % 3%
3.9 bn 7.5 bn
$25 bn $70 bn
Status quo
* $30 -%40 + $35-%45
* $55-3%75 « $90-%$125
* $14-%19 « $12-%17

09 Novcinhrr 2007



Delaying TAPS Abandonment

Impact Of Abandonment Rate On North Slope Recovery

14.0
vT
12.0
k.
ro
@D
C 10.0
0
m
8.0
S
0
>
0 6.0
0
0]
tt:
o 4.0
c
c
ra
E 2.0
0)
UL
0.0

200,000 150,000 100,000

Abandonment Rate (Bopd)

O 15% 0O06% m 3%

'Gaffney, Cline &Associates 09 Novembor 2007



Summary

« Oil Companies must show “reasonable certainty” about future
investments and expected production to be able to book oil in

the ground as reserves

> There is pressure in the market place to declare ‘proved
reserves’ as soon as feasible -- important to shareholder and
analyst growth expectations and stock price

> If the production volumes associated with the 6% and 3%
decline scenarios have already been booked as proved
reserves, then to not undertake the continuing infill investments
would require a significant write down of reserves

e« The Prudhoe Bay infill drilling program as presented by AOGA
and BP is so profitable that under even the most extreme net
tax structure, oil companies should want to continue their

reinvestment program.

1Gaffney, Cline & Associates
0!) November 2007






A ctual

assum

drilling program

in g

PPT applies throughout

W ithout investment credits pre 2006

Oil Company IRR = 53%,

Modeling the Prudhoe Success contained in AOGA/BP Testimony

Drilling Prgram Year

2002 F

2003 F

200 -

2006 P
Capox Multiplier
Opox Multiplier
3rortuctlon Multiplier
Discount Rato
Royalty
Nut Tax Rato
Progrossivity
Progrosslvilty Stan

Prico

7L
Gaffney, Cline & Associates

300

100%

100% _

10%

125%

225",

025%

«  »J

*fji

CAPEX for Drilling Program

;cc2 row 300s cr« 3]]

Oil Company Net Present Value

)oo7 0L

Ai tujl oil fiftt* (butljjiH on PP1) ttivu 2006.11.1n *

NPV1O0

3.705

4,000

= $4 billion

Incremental Production 440

SW7 3031 W 3004 3006 300T 3008 3009 3010 -1011

Alaska Royalty And Taxes

>>
w 00 (x1 3000 3010 .011 20vf

09 Nove 2007



Assuming PPT from 2002 with credits

W ith investment credits pre 2006

Oil Company 1RR = 67%, NPV10 = $4.4 billion

Modeling the Prudhoe Success contained in AOGA/BP Testimony

Drilling Prgram Year CAPEX for Drilling Program 3.705 Incremental Production 440
2002 P
2003 P 1000
2004 P too
800
2005 P 00
200G P €00
500
Capox Multiplier 300% I I I 400
300
Opox Multiplier 1(X)% 700
< » 100
"reduction Multiplier 1(1)% 0
7007 7003 7004 7005 7006 7007 7008 7009 7010 7011 7017 7003 3003 7004 7005 7004 7007 3003 3009 3010 7011
Discount Rato 10% < »
. 4.300
Royalty 1250 4\/' Oil Company Net Present Value Alaska Royalty And Taxes
. Wo
Not Tax Rato 22 5% 4» IRR = G7% 4100
Progrcsslvlly 025% <« > m «i* [* I 3.500
7 5-00
Progrossivity Start 40 E * i*
. [W 1500
Ptlco HO
* Via [
»s 700A 3007 Ttoa %00 ?20i0 0Ll o 1500
@Le: 1 7x5 7004 ; < MiE -’n:]_!W
p
Tijt from outval

Aitujl a»pneetbut 'u\mlon f'P1) Ihru 2006, (hen f c«t

Gaffney. Cline & Associates
0'J November 2007



Duplicate 2002 - 2006 Program

Starting in 2008

Capex to 360%, $60 oil, Senate CS, Forecast mode

Oil Company IRR = 72% and NPV10 = $3473 MM

Modeling the Prudhoe Success contained in AOGA/BP Testimony

Drilling Prgram Yeai CAPEX for Drilling Program 4,446 Increment.; Production
P
2003 P
205P
2005 P
2000p
Capoi Multiplier 300%K?/ITU
Opox Multiplier ~ 100% < »
redUCtlon MU”Ip”Or 1m:' X|> | 2008 2C99 2010 2011 201? 2015 °?0T4 201f 2010 2017 2UH
DiscountRato ~ 10% <»
Royaly 125% <j » Oil Company Net Present Value $4/3 Alaska Royalty And Taxes
4.100
NotTax Rato  250% t )
Progrossivity ~ Qao% 4 'y 2100
Progressivity Start 0 <M i*e> >
Price 411 )
To fromoutirt
W ro>«Mt 0-ii, moi»

1Gaffney, Cline & Associates'
09 November 2007



Forecast at th

e« All things the sam

e Oil Company

Drilling Prgram Year

2002 P
2003 P
2004 P
2005 P
20ccp
Capex Multiplier 360% ggRB
Opex M otter 1006 < »
Production Multiplier 1006 <j »1J
Discount Rate 100 4 y
Royalty 120% jid » 1
Net Tax Rate 0% 4 >
Progresslvity 0.40% 4 y
Progresslvity Start 30
Price
P
Tn Ge«Umoutlet

| Of»C4lt Only Modo

r Gaffney, Cline & Associates!;

;¢ < -J) ioio son

e NYMEX strip

€,

IRR = 101%, NPV1O0

Modeling the Prudhoe Success contained

4.440

CAPEX for Drilling Program

. Il./ .mri

ion ion ;ou sou

Oil Company Net Present Value

price

but oil at $80 per barrel

= $4,888 MM

in AOGA/BP Testimony

Incremental Production 440

looe loov ?nio yon “"on ion ion ion ioi« loir

Alaska Royalty And Taxes

toi; . ii .o»« . n into loir ion*

09 November 2007



Senate CS - Forecast Mode, $80 oil

am
IRR = 123%, NPV10 = $5,375 billion
Modeling the Prudhoe Success contained in AOGA/BP Testimony
Drilling Prgram Year CAPEX for Drilling Program 3.705 Incremental Production !
2002 F 1000 250
2003 F ’000
5
201F 800 o ©
2005 F 200
2006 F 000 ?\g 150
500 ]m
Capex Multiplier 300% r a n <® g‘
300
Opcx Multiplier 1006 4 »3 71‘(’)‘(’) fso
o 0
droductlon Multlpller 1(1}/0 <>l 7008 7000 7010 7011 7012 7013 7014 7015 7016 2017 2018

Discount Rato ].O% 4 Yy

Oil Company Net Present Value Alaska Royalty And Taxes

Royalty 120% <J »|
Net Tax Rato 250% 4 >
Progrcssivity 0-io%w 4 Yy

Progressivity Start

Prico 80 4j » |

1 7010 <*M 01? .JI1j 7014 015 7016 701/

1st Credit* from outlet

Forcc«%t Only Mode

Gaffney, Cline & Associates
09 November 2007
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Production Taxes Under Current & Proposed Systems

Total Tax Rate

Applied to

Taxable Value
econ
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Production Taxes Under Current & Proposed Systems

Other Items:

e Floor

« Capital Credits

e TIE Credits

e Small Producer Credits

« Exploration Credits (EIC)



Pa’e



PPT SB2001

e Trigger Level $40(Net) $30(Net)

0.25% per 0.20% per
« Slope
Dollar Dollar

e Gross or Net Value
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Example of Progressive Tax Under Current & Proposed Systems
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e Assume a 22.5%

(Tax Rate)

Tax Rate

$50

Taxable Value)

$G0

O O o

o O O o

.0%
4%
1%

2%
.8%
4%
1%

Per S Over 530

Per S Prom S30-S50
Per S From S50-S70
Per S Over $70

Per $ From $30-$40
Per $ From S40-SGO
Per $ From $60-580
Per $ Over $80
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eV, Impacts at Various West Coast ANIS Price Levels .
FY 208014 m 7 WM jt

Average ANS West Coast Pnco in Real 2008 Dollars

Elfective Tax Rato on Gross Taxable Value (Percent)

PPT 5.1% 10.9% 17.0% , 22.7% 28.1% 33.2% 37.2%
SB2001 9.9% 15.1% 20.3% i 25.2% 29.7% 34.1% 38.2%
Senate Judiciary CS 7.9% 16.1% 24.7% ; 32.8% 37.5% 39.1% 40.2%
PPT (Expected) 12.6% 18.5% 25.2% ! 31.3% 37.2% 42.3% 43.9%
Total Government Shaic of Net Caslt (Percent)
PPT 60.5% 60.6% 627% ) 65.3% 67.8% 70.4% 72.2%
SD2001 64.5V0 63.5% 64.9% i 66.8% 68.8% 70.9% 72.9%
Senate Judiciary CS 62.9% 64.2% 67.8% I 71.67, 73.6% 73.6% 74.0%
PPT (Expected) 60.4% 61.7% 64.4% 67.1% 69.9% 72.3% 72.9%
Marginal Government Share of Net Cash (Percent)
PPT 58.9% 63.7% 70.7% 75.9% 81.0% 86.2% 78.9%
S02001 59.7% 65.4% 70,7% ! 75.1% 79.3% 83.5% 84.9%
Senate Judiciary CS 60.7% 71.57j 79.8% i 85.6" 77.2% 74.9% 74.9%
PPT (Expected) 60.2% 68.3% 73.9% ' 79.4% 85.0% 81.0% 73.0%
Annual Average Tax Difference Ahove/fBelow) PPT (Nominal SM)
SB2001 $423 $587 $635 $608 $493 $287 $423
Senate Judiciary CS $251 S726 $1,476 | $2,454 $2,702 $2,002 $1,190
5665 $1,067 $1,566 i $2,088 $2,682 $3,132 $2,688

PPT (Expected)

scon
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"o "HVEA
WA

SB2001 (Proposed) Senate Judiciary CS

10% of Gross Same as

Wellhead Value Current Law
(Prudhoe & Kuparuk)

Presence of Higher Floor Introduces Regressivity

at Lower Prices

Is Like an Insurance Policy. What Does it Cost?

W hat are State’s Expectations as to ANS Prices?
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Irice (West Coast) IRSHspringo7, Page 10, s5177)
Dilily Volume (RSII Spring 07, Page 15, 710,(yX) !>[sl)
Royally %

Annual Volume (wiilioiil Kovnlty)
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I’'PT1

PPT: s« at 550HIO

1*1*|* Rase Tux Rule 22.5%

I'PT (iross Tnx (2.388.970.1.11
Proprcssivity: sf. atsvniigi* on

Trigger (ret) 40.00

Rale per Price Index Dollar 0 25%

Per Darrel Production Tax Value 46.05

Per Darrel Production Tax Value less Trigger (Price Index) 6.05

Resulting Progressive Rale 1.51%

PrngressivilY Surcharge 1160.4S0.575i
PPT 1 Progressivily (2.549,450,706)
Pre-< u .lil \<ljusrctl Kcteniiv s N.068.191319.04
SO 11 Mallei 1xclusion (See 4.155 I(i5(el(IKi

(*apicl Cost Avalihle lor Capiial Credits (3 300.176.625)
1xclusion 0.10 69.176.635
Capiial Cost | ess So 111 1 xclusion (J 117,001 llinil
( redils; v, ;.

Capiial (02.1;i) [20% | 20 0% i 137.400iil)0i
NOI (02.lh)

liansinon.il InvcsliueiH expenditures |TIC| (02.1il lixcd 1slunaled 5 mis (31,1.7mkin Mil

Small Pioducr (024) [SI2mm| 118000111101

111 1o o
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Male lake .M 110 .15h il | 19 98"n
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Topics

e Oil’s importance to overall Alaska State revenue

e Producer Economics
> PPT
> S enate CS

e Government Take

> Alaska and Federal

> Under PPT and Senate CS

? November 5, 2007



Sources Of Alaska Government fB:R
Revenue From Petroleum :

* Royalty
> Based on the gross value atthe “point of production”

> R ate established in lease contract

Property Tax

Based on adjusted (for inflation) depreciated investment

costs and remaining useful life

Production Tax

> Based on company’'s net cash flow per barrel of

production after costs and reinvestment

State Income Tax
After deduction of allowed costs, including Royalties,

Property Tax and Production Tax based on apportioned

worldwide income

November 5, 2007



Total State Revenues i =

FY 2007 -$11.9 Billion

Investment
(restricted)
24% _
Oil
(unrestricted)
36%
Investment
(unrestricted) ($4.3 Billion)
1%
QOil
F I : -
( etdfartad) (restricted) ($0.3 Billion)
restricte
0,
26% >%
Other
(restricted) Other
4% (unrestricted)

4%

A November 5, 2007



Unrestricted Petroleum Revenues o |

FY 2007 -%$4.6 Billion State

(plus $0.3 property tax)

($1.6 Billion)

Royalty
35%

Property (Munis)
5%

Property (State)
1%

State corp

income tax
12% B,N,on)

Production tax

47°
($2.3 Billion)

5 November 5, 2007
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General Fund Unrestricted Revenues < o t

FY 2007 -$4.9 Billion

Investment
Other 2%



Producer Share Of Revenues

FY 20009

fm T mm Ty



FY 2009 rlm_l

Producer Revenues Under PPT

FY 2009
$ MM w B0
Sales Revenue 18125 1009 06.30

less Shipping 470 3% 1.72
TAPS — 4% 2.46
Royalty ZjCcJrs 11% 7.59 TAPS COSt Shown
Gross Value At PoP 14,907 82%  54.53 IS actual cost.
Capex 2,029 11% 7.42 However’
Opex 2,063 11% 7.55 5
Property Tax 312 2% 1.14 deducuon
Net Value At PoP 10,503  58%  38.42 allowed for PPT
less Production Tax (T69E) 9% 6.19 1S apprOX”'n ately
Detail Base Production Tax 13% 8.36 $5 /Bbl
Progressivity 115 1% 042
Small Prod Credit 49 0% (0.18)
EIC (50) 0% 018
Capital Ciedit (406) -2% (149
TIE Credit (203) ml% (O
Pre-CIT Revenue 8,810 49% 32.23
less State Income Tax 763 4% 2.79
Federal Income Tax 2,574 14% 9.42

Producer Income 5473  s0% 20.02

Assumes 749.000 Bopd at official forecast $66.30/bhl ANS West Coast

8 November 5. 2007



FY 2009 B[R

Producer Revenues Under Senate CS W

W
\
% - FY 2009
* $ W - s

Sales Revenue 18,125 100% 6630
less Shipping 470 3% 1.72
TAPS 673 4% 2.46
Royalty 2,075 11% 7.59

Gross Value At PoP 14,907 82% 54.53
Capex 2,029 11% 7.42
Opex 2,063 11% 7.55
Property Tax 312 2% 1.14

Net Value At PoP 10,503 58% 38.42
less Production Tax 2,778 15% 10.16
Detail Base Production Tax 2.628 14% 961
Piogrcssivity 654 4% 2.39

Small Piod Cicdit 48 0% (0.18)

EIC (50) 0% (0.18)

Capital Cicdit (406) -2% (1-49)
TIE Ciedit 0 0% 000
Pre-CIT Revenue 7,725 43% 28.26
less State Income Tax 700 4% 2.56
Federal Income Tax 2,361 13% 8.64

Producer Income 4,664 26% 1706

Assumes 749,000 Bopcl at official forecast S66.30/bbl ANS West Coast

9 November 5. 2007



FY 2009 Producer Income (DOR)
PPT Compared To Senate CS

FY 2009, $MM

PPT  Senate Iff

-

Sales Revenue 18125 18125 0
less Shipping 470 470 0
TAPS 673 673 0
Royalty 2,075 2,075 0
Gross Value At PoP 14,907 14,907 0
Capex 2,029 2,029 0
Opex 2,063 2,063 0
Pioperty Tax 312 312 0
Net Value At PoP 10,503 10,503 0
less Production Tax 1,693 2,778 1,085
Detail Base Production Tax 2,285 2,628 343
Progicssivity 115 654 539
Small Prod Credit m (49 0
EIC (50) (50) 0
Capital Credit (406) (406) 0
TIE Credit (203) 0 203
Pre CIT Revenue 8,810 7,725 (1,085)
less State Income Tax 763 700 (63)
Federal Income Tax 2,574 2,361 (213)

Producer Income 5473 4,664 (809),

Assumes 749.000 Bupd at official forecast 366.30/bbl ANS West Coast

].0 November 5, 2007



FY 2009
Sharing Of Sales Revenue 'Ctr

Comparison Of PPT and Senate Judiciary CS

100%
" Government Take
oo s (Alaska and Federal) ' ABA)
60%
' Costs ancf
1o . 29% Reinvestment 29%
(Shipping/TAPS, Capex, Opex) :

20 g

0 Producer 0
30% Net Cash Flow 20%

PPT Senate CS

0%

O Producer Take ¢ Shipping & TAPS e Costs HProd Tax O Royalty & Property Tax O Income Taxes

Assumes 749,000 Bopcl at official forecast S66.30/bbl ANS West Coast

11 November 5, 2007
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Government Share Of
Revenues

FY 2009



FY 2009
Government and Alaska Share

PPT
FY 2009
%
Net Cash Flow 12,890 47.15
Producer share 5,473 42% 20.02
Government Take 7,417 58% 27.13
Federal Income Tax 2,574 20% 9.42
R°yaityu 2,075 16% 7.59
Proddetfsn Tax 312 2% 1.14
Pffi&efiffFTax 1,693 13% 6.19
State Income Tax 763 6% 2.79
Alaska State Take 4,843 38 % 17.71

Assumes 749,000 Bopd at official forecast $66.30/bM ANS West Coast
13 November 5. 2007



FY 2009
Government and Alaska Share

Senate Judiciary CS

4 FY 2009

I . $ MM oy ¢ $/BbhI

Net Cash Flow 12,890 47.15
Producer share 4,664 36% 17.06

Government Take 8,226 64% 30.09
Federal Income Tax 2,361 18% 8.64
Royalty 2,075 16% 7.59
Property Tax 312 2% 1.14
Production Tax 2,778 22% 10.16
State Income Tax 700 °% 2.56

Alaska State Take 5,865 45 % 21.45

Assumes 749,000 Bopd at official forccasl SGG.oO/hbl ANS West Coast

14

CBORI

November 5. 2007



FY 2009
Governm

$/BD

3
30
25
20
15
10
5

0

20°/c

38%

ent and Alaska Share _

Comparison Of PPT and Senate Judiciary CS

27 13 30.09
' 18%
Federal
Income Tax
45%
Alaska
PPT Senate CS

m Production Tax mRoyalty O Property Tax O Stato Income Tax O Federal Income Tax

Assumes 749,000 Bopd at official forecast $66.30/bbl ANS West Const

15 Novemb

\

er 5, 2007



FY 20009 UAU
Change In Production Tax T

1 - EY 009
< $ MM % $/BDI
Prod Tax under PPT 1,693 100% 6.19
Base /28 1)\ 17% 1.04
Progressivity \4 M / 26% 1.61
TIE Credit 203 12% 0.74
TAPS tanff <3B> 9% 0.58
Prod Tax under Senate 2.778 164% 10.16

TAPS tariff impact reflected in both
Base and Progressivity

Assumes 749 000 Bopci at official forecast $66.30/bbl ANS West Coast

16 November 5. 2007



FY 2009 B:R

Key Changes Within Senate CS

Production Tax and TAPS Tariff Impacts

14

12
Start $40 ~ B30 i,
art$40 ~ % 239

8 10.16
6 Base Tax
6.19 Rate 22.5% -» 25%

Credits and Deductions i
4

W5$

Base O Progressivity m Other credits m TIE Credit O TAPS tariff

Assumes 740.000 QojxI at official forecast S66.30/bbl ANS West Coast

i/ November 5, 2007



