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T a x  S t r u c t u r e  A s  A p p l i e d  

U n d e r  V a r i o u s  S t r u c t u r e s

P P T
A C E S  

S e n a te  J u d ic ia r y

i1 G a f fn e y /C iln e ‘ & A s s o c ia te s * ,



P r o g r e s s i v i t y

. V ^ - T a * -

P P T
>  Basic rate of 22.5%
> Tax rate increases 0.25% for every dollar that net cash flow per 

barrel exceeds $40

A C E S
> Basic rate of 25%

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

S e n a te  J u d ic ia r y
> Basic rate of 25%
> Tax rate increases 0.4% for every dollar that net cash flow per 

barrel exceeds $30

’ G affney '. C lin e  & A s s o c ia te s *
09 N ovem ber 200?



P P T  P r o g r e s s i v i t y

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

Existing
Reservoirs

Blended

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

r G a f f n e y  C lin e  & A s s o c ia te s 09 N ovem ber 2007
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A C E S  P r o g r e s s i v i t y

Tax Rate By Field Within A Company - As Affected By Portfolio Blending
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Existing X Y Z Blended
Reservoirs

31.7%33.3% 32.4%
29.5%

26.6%

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)



S e n a t e  J u d i c i a r y  P r o g r e s s i v i t y

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

G a ffn e y , C lin e  & A s s o c ia te s  , 09 N ovem ber 2007



S l i d e  l e f t  i n t e n t i o n a l l y  b l a n k

G a ffn e y , C lin e  & A s s o c ia te s
09 N ovem ber 2007



C o n c l u s i o n s
~ 'a v '  OJJ-oi?'' V S f

A  n e t  t a x  o n  t h e  “ p r o f i t  m a r g i n ”  i s  a c t u a l l y  a  t a x  o n  a  

c o m p a n y ’ s  r e t a i n e d  c a s h  f l o w  a n d  n o t  j u s t  a  t a x  o n  

s i m p l e  p r o f i t a b i l i t y

• T h e  p r o g r e s s i v e  f e a t u r e  i n  P P T ,  i n  A C E S ,  a n d  i n  t h e  

S e n a t e  J u d i c i a r y  C S  a l l o w s  f i e l d s  o f  d i f f e r e n t  

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

d i f f e r e n t  e f f e c t i v e  t a x  r a t e s

• M o r e  a g g r e s s i v e  n e t  p r o g r e s s i v i t y  p r o v i d e s  a  

g r e a t e r  d i f f e r e n t i a t i o n  o n  t h e  e f f e c t i v e  r a t e

8 G a ffn e y ,* C lin e  & A s s o c i a t e s ,
09 N ovem ber 2007



A c t u a l  P r u d h o e  R e s u l t s



W h e r e  i s  t h e  t i p p i n g  p o i n t ?

• Q u i t e  l e g i t i m a t e l y  s e v e r a l  l e g i s l a t o r s  h a v e  a s k e d  
h o w  f a r  ( i n c r e a s i n g  t a x e s )  i s  j u s t  r i g h t  a n d  h o w  f a r  

i s  t o o  f a r ?

>  T h e  c o m p a n ie s ,  fo r  o b v io u s  re a s o n s , h a v e  p a s s e d  o n  th e  
o p p o r tu n i ty  to  d e s c r ib e  in n u m e r ic a l  te rm s  w h a t  im p a c t  a 
c h a n g e  in A la s k a  ta x e s  w il l  h a v e

• D e c is io n  m a k in g  p ro c e s s  has  m a n y  fa c to rs

• W o r ld w id e  b e tte r  ro ck  tru m p s  fisca l s y s te m s

• A p p e a rs  th e  m a jo r ity  o f  ca p ita l s p e n d in g  o f  the  m a jo r  
A la s k a n  oil c o m p a n ie s  is in re g im e s  w ith  h ig h e r 
g o v e rn m e n t ta k e

>  A ll c o n s u l ta n ts  a c k n o w le d g e d  th a t  ta x e s  a re  b u t o n e  o f  
m a n y  fa c to rs  th a t  c o n tro l d e c is io n  m a k in g ,  a n d  c a n n o t  s a y  
w ith  c e r ta in ty  w h a t  ta x  ra te  is ju s t  r ig h t

* G a ffn e y j C lfn e  & A s s o c ia te s * ,
09 N ovem ber 2007



T e s t i n g  t h e  T i p p i n g  P o i n t

I n d u s t r y  t e s t i m o n y  t o  p r e v i o u s  c o m m i t t e e s  p a i n t s  a  

f a i r l y  c l e a r  p i c t u r e  o f  o n e  v e r y  i m p o r t a n t  a s p e c t  o f  

N o r t h  S l o p e  o p e r a t i o n s

>  A O G A  le t te r  w h ic h  re f le c ts  “th e  fu ll c o n s e n s u s  o f  th e  
m e m b e rs  o f  th e  A O G A  T a x  C o m m it te e ,  w ith  no  d is s e n t ”

>  B P ’s v e ry  d e ta i le d  p re s e n ta t io n  on  P ru d h o e  B a y  a re a

>  C o n o c o ’s  u s e fu l in s ig h t  o n  p ro je c t  e c o n o m ic s

>  A n d  o th e r  in fo rm a t io n  s u p p l ie d  b y  A n a d a rk o ,  C h e v ro n , 
E x x o n  a n d  P io n e e r .

D e t a i l s  p r e s e n t e d  w e r e  t h e n  d o u b l e  c h e c k e d  a g a i n s t  

a n n u a l  r e p o r t s ,  S E C  f i l i n g s ,  a n a l y s t  p r e s e n t a t i o n s  

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

1 G a ffn e y ; C lirie  & A s s o c ia te s
09 N ovem ber 2007



O v e r a l l  O b s e r v a t i o n s

* B a s e d  o n  t h e  t e s t i m o n y  a n d  p r e s e n t a t i o n s  f r o m  

i n d u s t r y  G C A  b e l i e v e s :

>  T h e re  is s ig n i f ic a n t  u p s id e  in te rm s  o f  b a r re ls  o f  o il to  be  
p ro d u c e d  b y  in v e s t in g  to  re d u c e  th e  n a tu ra l f ie ld  d e c l in e  
ra te  in th e  m a jo r  N o r th  S lo p e  f ie ld s

>  T h e  e c o n o m ic s  o f  re in v e s tm e n t  in e x is t in g  p ro d u c in g  
a s s e ts  o n  th e  N o r th  S lo p e  a re  e x t re m e ly  p ro f i ta b le

• E v a lu a te d  w ith  a c tu a l co s ts , p ro d u c tio n  and  p r ice s  as  
re p o r te d  by  BP

• P ro f ita b le  e ve n  w h e n  te s te d  a g a in s t v a r io u s  s tre ss  p o in ts

G a ffn e y , C lin e  & A s s o c ia te s
09 N ovem ber 2007



A O G A  T e s t i m o n y  t o  t h e  H o u s e

In d i s c u s s i n g  t h e  m e r i t s  o f  H B  2 0 0 1  v e r s n  

m u s t  a l w a y s  k e e p  in m i n d  t h e  r e a l - w o r l d  situatioi 

c o n f r o n t s  this g e n e r a t i o n  o f  A l a s k a n s  a n d  t h e  n e x

s P P T  a n d  t h e  A d m i n i s t  

1 that A l a s k a  faces. T h e

r a t i o n ' s  c o n c e r n s ,  w e  

g r e a t e s t  c  h a  lienee) that

t is the o n g o i n g  d e c l i n e o f  oil p r o d u c t i o n ,

w h i c h  h a s  b e e n ,  is t o d a y ,  a n d  p r o m i s e s  to r e m a i n the c o r n e r s t o n e  o f  t h e  f i n a n c e s  o f  state

g o v e r n m e n t .

• T h e  f i s c a l  s y s t e m  c h o s e n  m u s t  r e c o g n i z e  t h e  

c u r r e n t  a n d  n e a r - t e r m  i m p o r t a n c e  o f  i m p r o v i n g  

p r o d u c t i o n  f r o m  e x i s t i n g  a s s e t s .



A O G A  T e s t i m o n y  -  R e c e n t  S u c c e s s

T h i s  g e t s  u s  to i n v e s t m e n t  111 c u r r e n t l y  p r o d u c i n g  fields. F o r t u n a t e l y ,  t h e r e  a r e  i n v e s t­

m e n t s  that c a n  b e  m a d e ,  a n d  a r e  b e i n g  m a d e ,  111 t h e s e  fields to s l o w  their dec l i n e .  I n  t h e  s h o r t

t e r m ,  this is in-fill drilling —  that is, drilling n e w  w e l l s  into t h e  p o r t i o n s  o f  a  r e s e r v o i r  that a r e  

b e t w e e n  t h e  w e l l s  that h a v e  a l r e a d y  b e e n  drilled. T h i s  a c c e l e r a t e s  t h e  d r a i n a g e  o f  oil f r o m  t h e

r o c k  that c u r r e n t l y  lies m  b e t w e e n  e x i s t i n g  w e l l s j  In-fill drilling last y e a r  c o n t r i b u t e d  s o m e

7 0 . 0 0 0  barrels a  d a y  to p r o d u c t i o n  f r o m  t h e  P r u d h o e  B a y  field) T o  p u t  this into p e r s p e c t i v e ,  a

7 0 . 0 0 0  b a r r e l  p e r  d a y  field w o u l d  b e  t h e  4 1*1 largest s t a n d - a l o n e  field 011 t h e  N o r t h  S l o p e  t o d a y .

• A O G A ,  w i t h  t h e  1 0 0 %  b a c k i n g  o f  t h e i r  m e m b e r  

o r g a n i z a t i o n  t o u t e d  t h e  i m p o r t a n c e  o f  i n f i l l  d r i l l i n g  

a l o n g  w i t h  i t s  s u c c e s s

• A d d i t i o n a l  p r o d u c t i o n  o f  7 0 , 0 0 0  b o p d  w a s  

a c h i e v e d  w i t h  t h e  2 0 0 6  i n f i l l  d r i l l i n g  p r o g r a m .

G a ffn e y , CH ne.&  A s s o c ia te s 1
09 N ovem ber 2007



P o t e n t i a l  i n f i l l  u p s i d e

N

Sustained investment in light oil development is critical to developing 
fe heaw oil and new fieldsheavy oil and new fields

15 -
t/)

A
V) 1 0
co

CO

5 ■
Light
15

^ V i s c o u s

0.09

bp

Jt

>
Y E T  TO BE 

D ISCO VERED

V i s c o u s  0 .5 - 1

Known oil resource 
potential within 

‘ EXISTIN G F IELD S

S ource '  C O fVDO CVUSGS/GP Produced Future

BP noted 
tha t ligh t oil 
represented 
as much as 
7.5 Bn bbls 
out o f a to ta l 
o f 11.5 Bn 
bbls

L ight oil 
-  70% 
o f the 

identified 
potentia l

G a ffn e y , C llh e  & A s s o c ia te s
09 N ovem ber 2007



P r u d h o e  B a y  i n f i l l  d r i l l i n g  r e s u l t s

BP House testimony page 12

G a ffn e y , C lin e  & A s s o c ia te s

10 JO fO  «

Hmiels (mmboe)

09 N ovem ber 2007
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GPB W ell In ves tm en ts  2002-2006

50% Of GPB’s current oil 
product ion is from dril l ing and 
rig workover activity conducted 

over the past four years



C o s t l i e r  D e v e l o p m e n t  J a s E J

• I t  i s  g e t t i n g  m o r e  e x p e n s i v e  t o  d e v e l o p  a  b a r r e l  o f  

r e s e r v e s  ( B P  I n f i l l  p r o g r a m )

2 0 0 2 2 0 0 3 2 0 0 4 2 0 0 5 2 0 0 6
C a p e x 2 5 5 2 2 0 2 7 5 2 4 0 2 4 5

M M b ls 12 0 9 0 8 0 6 0 5 0

$ /b b l 2 .1 3 2 .4 4 3 .4 4 4 .0 0 4 .9 0

• C o n t r a s t  t h e  a b o v e  p e r  b a r r e l  F & D  c o s t s  w i t h :

>  $2  o r  le s s  C A P E X  fo r  P ru d h o e  a n d  K u p a ru k  to  d a te  

• $ 1 9 b n  to p ro d u ce  9 .5  bn bb ls

>  T h e  P /K  u p s id e  a t  $ 3 .5 (1 5 % ) ,  $ 7 .7  (6 % ) ,  $ 1 2  (3 % )

>  P io n e e r ’s v ie w  o f  a v e ra g e  F & D  fo r  L o w e r -4 8  o f  $ 1 4

G a ffn e y , C lin e  & A s s o c ia te s
O'J N ovem ber 2007



5  Y e a r  P r u d h o e  D r i l l i n g  P r o g r a m

B P  n o t e d  t h a t  f o r  e v e r y  d o l l a r  s p e n t  o n  a n  i n f i l l  w e l l  

a n o t h e r  t w o  d o l l a r s  w e r e  s p e n t  o n  i n j e c t i o n  a n d  

s u r f a c e  f a c i l i t i e s  — b a s e  c a s e  i s  3 0 0 %  C a p e x

</>

1 ,0 0 0
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2 0 0

1 0 0

0

CAPEX fo r Drilling Program O v e r  $ 3 . 7  B n

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012



B P  -  P r u d h o e  B a y

• P r o d u c t i o n  f r o m  i n f i l l  p r o g r a m  a s  p r e s e n t e d  b y  B P

2 5 0

S' 200
Q

m  1 5 0if)
T J  
C  
ra  
c/)
D  
O  

J Z  

H

1 0 0

5 0

I n c r e m e n t a l  P r o d u c t i o n

2 0 0 3  2 0 0 4  2 0 0 5  2 0 0 6  2 0 0 7  2 0 0 8  2 0 0 9  2 0 1 0  2 0 1 1

j1 O a ffn e y , C iln e  & A s s o c ia te s
09 N ovem ber 2007



I n p u t  C o n t r o l s

Drilling Prgram Year
2002 R
2003 R
2004 R
2005 R
2006 R

Capex Multiplier 300% g f g a

Opcx Multiplier 100% i  y

Production Multiplier 100% 4 | ► J

Discount Rate 15% < ►}

Royalty 12.5% 4 | ► |

Net Tax Rate 22.5% 4 ! ►

Progressivity 025% 4 y

Progressivity Start 40 4 | ► |

Prlco 80 <J±J

R

r

M o d e lin g  the  P rudhoe  S uccess  co n ta in e d  in  AO G A/BP T e s tim o n y  

C A P E X  fo r D rillin g  P ro g ra m  3-705 In c re m e n ta l P ro d u c tio n

1.000
900

800

700

600

500

•100
000
700

100
0

I

440

7002 2003 2004 2005 2006 2007 2003 2009 2010 2011 2012

O il C om pany Net P resen t Value 3,243

C red it*  from  O utlet 

A ctua l o il p rlco  (hut t m t i l  on  P P T ) th ru  200C, then F t * !

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

A laska  R oya lty  And Taxes

200? 200.' 7004 100 5 2006 2007 2008 2009 2010 7011 201

c G a ffn e y , C lin e  & A s s o c ia te s
09 N ovem ber 2007



R o b u s t  d r i l l i n g  p r o g r a m

• R e m a i n s  p r o f i t a b l e  a t :

>  3 0 0 %  c a p e x

>  2 0 0 %  o p e x

>  2 5 %  d is c o u n t  ra te

>  $ 5 0  A N S

>  H ig h  p ro g re s s iv i ty

G a ffn e y , C lin e  & A ssociates**

,0OX~Ta^

w .

09 N ovem ber 2007:



O v e r l y  S t r e s s e d  C a s e

1.000

CA PEX  for Drilling Program 3,705
250

Incremental Production 440

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2002 2003 2004 2005 2000 2007 2008 2009 2010 2011

Oil Company Net Present Value

IRR = 56%

... . ..jf' ■ .

2006 2007 2008 2009 2010 2011 2C

975

1,500

1,000

500

0 I

12 "

(500)

(1.000)

(1.500)

Alaska Royalty And Taxes 5,710

1,500 

500

2(/02— 2003— 2004— 2003— 2008— 2007— 2 0 0 8 — 2 0 0 9 — 2 0 1 0 — 2 0 1 1 — 2 0 1 1 5 0 0 )

G affn ey , C lin e  & A s s o c ia te s '
09 N ovem ber 2007



M o d e l  D e m o n s t r a t i o n

Gaffney, Cline & As



N o r t h  S l o p e  P o t e n t i a l

3 .9  hn
$25  bn

Status quo

3 %  

7.5  bn 
$70  bn

D e c lin e  Rate 1 5 %
P ro d u ce d  Barre ls  1.3 bn

In d u s try  In v e s tm e n t $5  bn

• B u i l t  a g e n e r ic  m o d e l b a s e d  o n  th e  a b o v e  b a r re ls  and  
in v e s tm e n ts
>  Used ind icated dec line  rates
>  250 ,000  bpd a b a n d o n m e n t rate

(B ased on the oil c o m p a n ie s ’ and A O G A  presen ta tion  o f the 
m echan ica l lim it o f  300 ,000  bpd fo r TA P S  and the  above 
dec line  rates and p roduced barre ls )

G a ffn e y ; C lin e  & A s s o c ia te s
09 N ovem ber 2007



D e c lin e  Rate 1 5 % 6% 3 %

P roduced  B arre ls 1.3 bn 3 .9  bn 7 .5  bn

In d u s try  In v e s tm e n t $5  bn $25  bn $70  bn
Status quo

• NPV10 = $Bn • $ 1 5 -$ 2 0  • $30 - $40 • $ 3 5 -$ 4 5
• NPVO = $Bn • $22 - $27 • $55 - $75 • $ 9 0 -$ 1 2 5
• NPVO = $ /bb l • $ 1 5 -$ 2 0  • $14 - $19 • $ 1 2 -$ 1 7

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

^ G a f fn e y , C llh e  & A s s o c ia te s
09 N o vc in h rr 2007



D e l a y i n g  T A P S  A b a n d o n m e n t

Impact Of A b a n d o nm en t  Rate On North S lo p e  Recove ry
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' Gaffney, Cline & Associates 09 N o vcm b o r 2007



S u m m a r y

• O il C o m p a n ie s  m u s t  s h o w  “ re a s o n a b le  c e r ta in ty ”  a b o u t  fu tu re  
in v e s tm e n ts  a n d  e x p e c te d  p ro d u c t io n  to  be a b le  to  b o o k  o i l  in  
th e  g ro u n d  as  re s e rv e s

>  T he re  is p ressure in the m arke t p lace to dec la re  ‘proved 
rese rves ’ as soon as feas ib le  -- im portan t to sha reho lde r and 
ana lys t grow th expecta tions and stock price

>  If the  production vo lum es assoc ia ted  w ith the 6%  and 3% 
decline  scenarios have a lready been booked as proved 
reserves, then to n o t  undertake  the continu ing infill investm en ts  
w ou ld  requ ire  a s ign ifican t w rite  down o f reserves

• T he  P ru d h o e  B a y  in f i l l  d r i l l in g  p ro g ra m  as p re s e n te d  b y  A O G A  
a n d  BP  is  s o  p ro f i ta b le  th a t  u n d e r  even  th e  m o s t  e x tre m e  ne t 
ta x  s t ru c tu re ,  o i l  c o m p a n ie s  s h o u ld  w a n t  to  c o n t in u e  th e ir  
re in v e s tm e n t  p ro g ra m .

1 G a ffn e y , C lin e  & A s s o c ia te s
0!) N ovem ber 2007





A c t u a l  d r i l l i n g  p r o g r a m  

a s s u m i n g  P P T  a p p l i e s  t h r o u g h o u t

W i t h o u t  i n v e s t m e n t  c r e d i t s  p r e  2 0 0 6  

O i l  C o m p a n y  I R R  =  5 3 % ,  N P V 1 0  =  $ 4  b i l l i o n

Drilling Prgram  Y e a r
2002 F
2003 F
2004 F  
2000 F  
2006 P

M ode ling  the P rudhoe  S uccess con ta ine d  in  AO G A/BP T e s tim o n y  

C A P E X  fo r D rilling  P rogram 3.705 Increm enta l P roduction 440

C a p o x  Mul tip lier 300%  m

O p o x  Mul tip lier 1 0 0 %  4 V

3rortu c t lon  M ultip lier 1 0 0 %  _ < J  j  j

D i s c o u n t  R a t o 1 0 %  4 ►

R o y a l t y 12  5 %  < j _ > ]

Nu t T a x  R a to 22  5 ‘ .  4 ► J

P r o g r o s s i v i t y 0 2 5 %  4 ►

P r o g r o s s l v l t y  S t a n

P r i c o «  ! ► J

; c c 2 r o w  3oos : c r «  300i .  . u  3011 : a t :

Oil Company Net Present Value 4,000

,'W 7  3031 :W J  3004 3006 300T 3008 3009 3010 -1011

Alaska Royalty And Taxes

■ v  .0 0 . ’  .'(X 'l  3000 3010
f  > > .011 20 v

r

r

**.> Iji )007 2001

A i tu j l  o il f if t t *  (but Ij j i H  on P P 1 ) ttivu 2006. I I . I n '

G a ffn e y , C lin e  & A s s o c ia te s
7L
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A s s u m i n g  P P T  f r o m  2 0 0 2  w i t h  c r e d i t s

W i t h  i n v e s t m e n t  c r e d i t s  p r e  2 0 0 6  

O i l  C o m p a n y  1 R R  =  6 7 % ,  N P V 1 0  =  $ 4 . 4  b i l l i o n

M ode ling  the P rudhoe S uccess con ta ine d  in  AO GA/BP T e s tim ony

Drilling Prgram  Y e a r
2002 P
2003 P
2004 P
2005 P  
200G P

C A P E X  fo r D rilling Program 3.70 5 Increm ental P roduction 440

C a p o x  Multiplier 300% m
O p o x  Multiplier 100% < ►

’ r e d u c t i o n  Multiplier 100%

D i s c o u n t  R ato 10% < ►

R o y a l ty 12 5 % <M
Not T a x  Rato 22  5 % <!►

P r o g r c s s l v l l y 0 2 5 % < >
P r o g r o s s i v i t y  Start 40

P t lc o HO

1.000
too
800

700
eoo
500

400

300

700

100
0

7007 7003 7004 7005 7006 7007 7008 7009 7010 7011 7017 7003 3003 7004 7005 7004 7007 3003 3009 3010 7011

O il C o m p a n y  N et P r e s e n t  V a lu e

IRR = G 7%
m

«i * I * i
t * 
( . i *

[w
:* V'1 a I I

: » s  7C0A 3007 Ttoa ?ooo ?oio 3011 or

4.300

: wo

4.100 

3.500 

7 5-00 

1500 

500 

1500) 

(1 • :

A la s k a  R o y a lty  A n d  T a x e s

.  1 7 X 5  7004 ; < . Mi l  .  n :
— - i w  11 , 1'

p
T j t  from outval

A i t u j l  a»» pneetbu t !u \ m I on f ’P I )  Ihru 2006, (hen f  c«t

G a ffn e y . C lin e  & A s s o c ia te s
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D u p l i c a t e  2 0 0 2  -  2 0 0 6  P r o g r a m  

S t a r t i n g  i n  2 0 0 8

C a p e x  t o  3 6 0 % ,  $ 6 0  o i l ,  S e n a t e  C S ,  F o r e c a s t  m o d e  

O i l  C o m p a n y  I R R  =  7 2 %  a n d  N P V 1 0  =  $ 3 4 7 3  M M
Modeling the Prudhoe Success contained in AOGA/BP Testimony

I n c r e m e n t . ;  P r o d u c t i o n

Progrosslvity 

Progresslvlty Start 

Price

W  ro>«Mt o-ii, mc»i»

Drilling Prgram Yeai
2002 P
2003 P  
200-5 P  
2005 P  
2000 P

Capoi Multiplier 300% K? lIT U

Opox Multiplier 100% < ►

’ reduction Mullipllor 100:'. X | > |

Discount Rato 10% -< ►

Royally 12 5% <_j ► J

Not Tax Rato 25 0'% t  )

0 40% 4 y

30 < M

CO 41 ► I

T o  from outirt

'

C A P E X  f o r  D r i l l in g  P r o g r a m 4 ,4 4 6

2008 2C99 2010 2011 201? 2015 ?0T4 201f. 2010 2017 2UH

2.100 

i,*«> > 

•JjQ

Oil C o m p an y  Net P re se n t  V a lu e
.,4/3

4.100

A la s k a  R o ya lty  And T a x e s

1 G a ffn e y , ‘C lin e  &  A s s o c i a t e s '
09 N ovem ber 2007



F o r e c a s t  a t  t h e  N Y M E X  s t r i p  p r i c e

• A l l  t h i n g s  t h e  s a m e ,  b u t  o i l  a t  $ 8 0  p e r  b a r r e l

• O i l  C o m p a n y  I R R  =  1 0 1 % ,  N P V 1 0  =  $ 4 , 8 8 8  M M

Drilling Prgram Y e a r
2002 P
2003 P
2004 P
2005 P  
20CC P

M odeling the Prudhoe Success conta ined in AOGA/BP Testim ony 

CAPEX for Drilling Program 4.440 Incremental Production 440

C a p e x  Multiplier 360% g g R B

O p e x  M otter 100% < ►

P ro d u ct io n  Multiplier 100% < j ► J

D i s c o u n t  R ate 10% 4 y
R o y a l ty 120% j i J  ► I

N e t  Tax Rate 20 0% 4 >

P r o g r e s s l v l t y 0 .4 0%  4  y
P r o g r e s s l v l t y  Start 30

P rice

: ; • < -J’J io io  s o n  i o n  i o n  ; o u  s o u  . m> . 11/ .mri

O il C o m p a n y  Net P re s e n t  V a lu e

looe loov ?nio y o n  " o n  i o n  i o n  i o n  io i«  l o i r

A la s k a  R o y a lty  A n d  T a x e s

i . n o  . n r  to i ;  . i i  .o»« . n  into  l o i r  ion*
I'OO*

P
Tn Cr»d<(« U 'm outlet 

I Of»C4lt Only Modo

r G a ffn e y , C lin e  & A s s o c i a t e s !;
09 N ovem ber 2007



S e n a t e  C S  -  F o r e c a s t  M o d e ,  $ 8 0  o i l
a m

I R R  =  1 2 3 % ,  N P V 1 0  =  $ 5 , 3 7 5  b i l l i o n
M o d e lin g  the  P ru d h o e  S u cce ss  c o n ta in e d  in  A O G A /B P  T e s tim o n y

Drilling P rg r am  Y e a r
2002 F
2003 F  
200-1 F
2005 F

C A P E X  fo r  D rillin g  P ro g ram 3.705

2006 F

C a p e x  M u l t ip l ie r 3 0 0 %  r a n

O p c x  M u l t ip l ie r 100%  4 ► J

3r o d u c t l o n  M u l t i p l i e r 100°/o < I ► I

D i s c o u n t  R a t o 10%  4 y

R o y a l t y 12.0 %  < J  ► |

N e t  T a x  R a t o 2 5 0 %  4 > I

P r o g r c s s i v i t y o -io% 4 y

P r o g r e s s i v i t y  S t a r t

P r l c o 80 <1 j ► |

F

1,000
000
800

700

000
500

<100
300

700

100
0

7008 7000 7010 7011 7012 7013 7014 7015 7016 2017 2018

Oil Com pany Net Present Value

1 st C red it*  from  o u tle t 

Forcc«% t O n ly  Mode

•5*
o

250 

00 

S  150
VI
T3
S  100V*3o
f  so

Alaska Royalty And Taxes

1 7010 ;<*M .0 1 ?  . J l j  7014 .0 1 5  7016 701/

G a ffn e y , C lin e  & A s s o c ia te s
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T a% R a t e s  +

P r o g r e s s !  v i r v
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P r o d u c t i o n  T a x e s  U n d e r  C u r r e n t  &  P r o p o s e d  S y s t e m s

T o t a l  T a x  R a t e

A p p l i e d  t o

T a x a b l e  V a l u e
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P r o d u c t i o n  T a x e s  U n d e r  C u r r e n t  &  P r o p o s e d  S y s t e m s

O th e r Item s:

• F lo o r

• C ap ita l C red its

• TIE C re d its

• Sm all P ro d u c e r C red its

• E xp lo ra t io n  C red its  (EIC)
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• T r i g g e r  L e v e l

• S l o p e

• G r o s s  o r  N e t  V a l u e

P P T S B 2 0 0 1

$ 4 0 ( N e t )  $ 3 0 ( N e t )

0 . 2 5 %  p e r  0 . 2 0 %  p e r  

D o l l a r  D o l l a r
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E xam p le  o f  P ro g re ss ive  Tax U nde r  C u r re n t  & P ro p o se d  S ys tem s
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(T
ax

 
R

at
e)

• A s s u m e  a  2 2 . 5 %  T a x  R a t e

Per S Over 530

0 .0%  Per S Prom S30-S50 

0 .4%  Per S From S50-S70 

0 .1%  Per S Over $70

0 .2%  Per $ From $30-$40 

0 .8%  Per $ From S40-SG0 

0.4%  Per $ From $60-580 

0 .1%  Per $ Over $80

$50 $G0

T a x a b le  V a lu e )

ll
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IS P r i c e  L e v e l s
l . 9 | i i i i q i ^ u  u  u 1 1 c y  1 1  v c  i « a  i \ a i v ^  y v * e i i i i i i y i  1 1  y i • « * y*»

R e v e h u e '  I m p a c t s  a t  V a r i o u s  W e s t  C o a s t  A N S  P r i c e  L e v e l s(FY 2008-2014). ■ , 7% - V’M jt
Average ANS West Coast Pnco in Real 2008 Dollars

Elfective Tax Rato on Gross Taxable Value (Percent) 
PPT

SB2001

S e n a te  Ju d ic ia ry  CS 

PPT (E xpected)

5 . 1 % 1 0 . 9 % 1 7 . 0 %  , 2 2 . 7 % 2 8 . 1 % 3 3 . 2 % 3 7 . 2 %

9.9% 1 5 . 1 % 20.3% i 25.2% 29.7% 34.1% 38.2%

7.9% 16.1% 24 .7 % ; 32.8% 37.5% 39.1% 40.2%

1 2 . 6 % 1 8 . 5 % 2 5 . 2 %  ! 3 1 . 3 % 3 7 . 2 % 4 2 . 3 % 4 3 . 9 %

Total Government Shaic of Net Caslt (Percent) 
PPT

SD2001

S e n a te  Ju d ic ia ry  CS 

PPT (E xpected)

6 0 . 5 % 6 0 . 6 % 62.7% ; 6 5 . 3 % 6 7 . 8 % 7 0 . 4 % 7 2 . 2 %

64.5  V o 63.5% 64.9% i 66.8% 68.8% 70.9% 72.9%

62.9% 64.2% 67.8% 'I 71.67, 73.6% 73.6% 74.0%

6 0 . 4 % 6 1 . 7 % 6 4 . 4 %  ! 6 7 . 1 % 6 9 . 9 % 7 2 . 3 % 7 2 . 9 %

Marginal Government Share o f Net Cash (Percent) 
PPT

S02001

S e n a te  Ju d ic ia ry  CS 

PPT  (E xpected)

5 8 . 9 % 6 3 . 7 % 7 0 . 7 %  ; 7 5 . 9 % 8 1 . 0 % 8 6 . 2 % 7 8 . 9 %

59.7% 65.4% 70,7% ! 75.1% 79.3% 83.5% 84.9%

60.7% 71.57 j 79.8% i 85.6 ': 77.2% 74.9% 74.9%

6 0 . 2 % 6 8 . 3 % 7 3 . 9 %  ' 7 9 . 4 % 8 5 . 0 % 8 1 . 0 % 7 3 . 0 %

Annual Average Tax Difference Ahove/fBelow) PPT (Nominal SM)
SB2001

S e n a te  Ju d ic ia ry  C S 

PPT (E xpected)

$423 $587 $635 ; $ 6 0 8 $493 $287 $423

$251 S726 $1,476 ! $2,454 $2,702 $2,002 $1,190

5 6 6 5 $ 1 , 0 6 7 $ 1 , 5 6 6  i $ 2 , 0 8 8 $ 2 , 6 8 2 $ 3 , 1 3 2 $ 2 , 6 8 8

scon
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S B 2 0 0 1  ( P r o p o s e d )  S e n a t e  J u d i c i a r y  C S

1 0 %  o f  G r o s s  

W e l l h e a d  V a l u e
( P r u d h o e  & K u p a ru k )

S a m e  a s  

C u r r e n t  L a w

P r e s e n c e  o f  H i g h e r  F l o o r  I n t r o d u c e s  R e g r e s s i v i t y  

a t  L o w e r  P r i c e s

I s  L i k e  a n  I n s u r a n c e  P o l i c y .  W h a t  D o e s  i t  C o s t ?

W h a t  a r e  S t a t e ’s  E x p e c t a t i o n s  a s  t o  A N S  P r i c e s ?
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Stale Producers Fed.

I ’ r icc  ( West Coast) IRSHSpring07, Page 10, S51 77) 
D ili ly  Volum e (RSII Spring 07, Page 15, 7'IO,(yX) !>[sl) 

R oya lly  %
A nnual Volum e (w ii l io i i l  Kovnlty)

$71.65
722,000

12,50%

A nnual Darrels 
263,530,000 

32,9-11,250 
230,588.750

(.m s s  \  aim- ( I a vn lilc  \  n ine K n y a lu  \  a l i i i ' l V IS .S S I,'121.500,110

U n S d ltV  V i l l t I O  i i ’ s i i S | , ’ I'.i.v-.ri

(iross
Nel n fl'c r t iie iU lit iH l <i 25w« 25.48%

2,138,545,950 
(514.901 so s i

Net K oaliv Value (unrestricted) 1.593.644.442

<il 'r is s  K i  u  m i t  ( W c s l  (  o u s t) s 11..52 l.0X 3 .',.P .5 i)

1 ) ' . . . | |  tlH','1111 ( i>s|s
A N S  M am ie T rupso ita tiim  
1 APS la riIV
< Ulie Deduelions >V Adjustm ents

1.7V 
5.06 

•0 12

i ll ',751,Soli 
il  166.779,075) 

27,ii7n i»sll

lotal Dow nstreiim Cost (tiiinsportiiliou costs) 6.7.1 1 1 s s | SO1 .’XX1

\  NS VI c l l l i i  n l V a im VI. 1 s 14.969,821,650.0)1

1 | '  > 11 V*i 1111 1 M ,l 1 R s l > 1 
( 'peta l inp Costs 
Capital Costs

9.11
‘>57

I.’  1 Ifi.OOII.IIOOl 
i2 ’06 |7n 1.251

1 otal 1 I'stieam Costs IS S 7 I 1 is* | 7(1 0 ’S|

I ' t m l m l i " i l  1 , l \  N - i t " ' 16 .MS s t i l  I II '. l i  II.U .* • i n ll*  1.1 I s . l l is

II i. 'INI' K |v ,v*l| |i| Nt-n Su.lm.ui i UlIU



I’P T '! ulciiliition

Slate Producers Fed.

P P T :  s «  at 55 0 H IO

1*1* l ‘ Rase Tux Rule 
I’ PT (iross Tnx

22.5%
(2.388.970.1.11 2,388,970,131 (2,388.970,131

P r o p r c s s iv i t y :  sf . a t s v n i ig i *  on

Trigger (re t) 40.00 
Rale per Price Index  D o lla r 0  25%
Per Darrel P roduction Tax Value 46.05 
Per Darrel P roduction T ax  Value 1 ess T rigge r (P rice Index) 6.05 
Resulting Progressive Rale 1.51%
PrngrcssivilY Surcharge ll6 0 .4 S o .5 7 5 i 160,480,575 (160.480.575)

PPT 1 Progressivily (2 .549,450,706)

Pre-< u . l i l  \< lju s rc tl K c te n iiv s N .0 6 8 .I9 I3 I9 .0 4

SO 111 M allei 1 xclusion (See 4.155 l( i5 (e l( IK i
( 'a p ic l Cost A va lih le  lo r  C apiia l Credits 

1 xclusion
(3 30 o .l76 .625 ) 

0 .10 69.176.635 69.176,625 (69,176,625)

Capiia l Cost l ess So 111 1 xclusion (J 1 17,0011 III nil

( r e d i Is ; v ,  ;. :.

C apiia l (02.1;i) |2 0 % |
NO I (02.lh)
lians in on .il InvcsliueiH  expenditures |T IC | (02.1il 
Small P ioducr (0 24 ) |S I2 m m |
1 xplora iion (025)

20 0 %  i I3 7 .4 o o iil)0 i

1 ixcd 1 slunaled 5 mis (3 1 ,1.7m kin Mil
118000111101 
1 111 IIIIO IIIIOl

(427.400.(100)

(213.70(1.000) 
(48.01 >0.01)0) 
(50.(111(1.(1001

427,400,000

213.700.0011 
18,000.0110 
5II.OOO.0I8)

\ v i  D r v i i.ne la  M a le . l* i .*.I . im  i s »v 1 • .1 I . V I  H I V ' V I  I*.(.'»»

S talePropcny la x  ik m is i.h  r....*<.i 
Slate Corpoia le Incom e 1 ax iMxn s , . j ya,~ :■ i 

Royalties ((.loss  n l Reslrivedl 
1 edei.il Income la x

II 2% adjusted up lo t D om ugli c la im  
9  4%

261.0111),00(1 
821.38.4.063 

2.138,545 950

(261.01 HI.O'HI) 

(S 2 l.1S 3 .063 i

1 . 058 1 l l , | 9 1 t 3.058,341,19.3

1 o la l Revenue I la ke ) 5.10(1.456.34 1 4.597.391.438 3,058 111.191

10 <)K% i f .  it r .. 23 98"..

I a h r  P e ic rn liig e x

M ale lake  
I 'm . l i iu i  I .ike 
I cdcOtltMW I .ike

Io la l t .a tem inent lake

D o lla r I'c iccn iugc
. M l l 0 . l 5 h . i l  I 19 9 8 " n

1 ,597.19 .1 .1IX  I f .  II J"«

1 .0 5 8 ,1 4 1.191  31 9 8 “  u

12 751., I ' l l  1,9'5 I HIM I0*»

(.1 'Hi",.

II i. .'0117, h IK \\t CieiLimllo Stn SiciIiimm% ('Hui"
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S enate  F inance

IB

N o v e m b e r  5 ,  2 0 0 7



S enate  F inance

N o v e m b e r  5 ,  2 0 0 7



•  O i l ’ s  i m p o r t a n c e  t o  o v e r a l l  A l a s k a  S t a t e  r e v e n u e

•  P r o d u c e r  E c o n o m i c s

>  P P T

>  S e n a t e  C S

• G o v e r n m e n t  T a k e

>  A l a s k a  a n d  F e d e r a l

>  U n d e r  P P T  a n d  S e n a t e  C S

Topics

i

? N o v e m b e r 5 , 2007



Sources Of Alaska Government f -1BORRevenue From Petroleum *

•  R o y a l t y

>  B a s e d  o n  t h e  g r o s s  v a l u e  a t  t h e  “ p o i n t  o f  p r o d u c t i o n ”

>  R a t e  e s t a b l i s h e d  i n  l e a s e  c o n t r a c t

• P r o p e r t y  T a x

>B a s e d  o n  a d j u s t e d  ( f o r  i n f l a t i o n )  d e p r e c i a t e d  i n v e s t m e n t  

c o s t s  a n d  r e m a i n i n g  u s e f u l  l i f e

• P r o d u c t i o n  T a x

>  B a s e d  o n  c o m p a n y ’ s  n e t  c a s h  f l o w  p e r  b a r r e l  o f  

p r o d u c t i o n  a f t e r  c o s t s  a n d  r e i n v e s t m e n t

• S t a t e  I n c o m e  T a x

>A f t e r  d e d u c t i o n  o f  a l l o w e d  c o s t s ,  i n c l u d i n g  R o y a l t i e s ,  

P r o p e r t y  T a x  a n d  P r o d u c t i o n  T a x  b a s e d  o n  a p p o r t i o n e d  

w o r l d w i d e  i n c o m e

3 N o vem b er 5 , 2007



Total State Revenues
!»
I 1 * " 1 *  ^BOR

V ' r  *■*\$4
U

I n v e s t m e n t  
( re s t r ic ted )  

24%

I n v e s t m e n t
(u n re s t r ic te d )

1%

F e d e r a l
( re s t r ic ted )

26%

F Y  2 0 0 7  - $ 1 1 . 9  B i l l i o n

O th e r
( re s t r ic ted )

4%

Oil
(u n re s t r i c te d )  

36%

($4.3 Billion)

Oil
( re s t r ic ted )  ($0.3 Billion) 

5%

O th e r
(u n re s t r ic te d )

4%

A N o vem b er 5, 2007



Unrestricted Petroleum Revenues m )

F Y  2 0 0 7  -  $ 4 . 6  B i l l i o n  S t a t e  

( p l u s  $ 0 . 3  p r o p e r t y  t a x )

($1.6 B i l l i o n )

R oya lty  
35%

P rop e rty  (Munis)
5%

P rop e rty  (State) 
1%

State corp  
in c o m e  tax

12% B ,N, o n )

P ro d u c t io n  tax 
47°'

($2.3 B i l l i o n )

5 N o vem b er 5, 2007



DOB
. s o t

B i l l i o n

General Fund Unrestricted Revenues
F Y  2 0 0 7  -  $ 4 . 9

Inve s tm e n t 
O ther 2 %
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P ro d u cer Share O f R evenues

F Y  2 0 0 9
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F Y  2 0 0 9
P r o d u c e r  R e v e n u e s  U n d e r  P P T

r  ‘i BOH
$ MM

FY 2009
% $/Bbl

Sa le s Revenue
less Shipping 

TAPS 
Royalty 

G ro s s  V a lu e  A t  P oP

18,125
470

ZjCJ75
14,907

1 0 0 %
3%

-— -4%____
11%

82%

66.30
1.72
2.46
7.59

54.53
Capex 2,029 11% 7.42
Opex 2,063 11% 7.55
Property Tax 312 2% 1.14

N e t V a lu e  A t  PoP 10,503 58% 38.42
less Production Tax (T 6 9 £ ) 9% 6.19
Detail Base Production Tax 13% 8.36

Progressivity 115 1% 0 42
Small Prod Credit (48) 0% (0.18)
EIC (50) 0% (0 18)
Capital Ciedit (406) -2% (1.49)
TIE Credit (203) ■1% (0 74)

P re -C IT  R e v e n u e 8,810 49% 32.23
less S tate Income Tax 763 4% 2.79

Federal Income Tax 2,574 14% 9.42

Producer Income 5,473 3 0 % 20.02

TAPS co st shown 
is actual cost. 

However, 
deduction 

allowed fo r PPT 
is approximately 

$5/Bbl

A s s u m e s  749.000 B o p d  at o f f ic ia l fo re cas t $66.30/bhl ANS W est Coast
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FY 2009 
Producer Revenues Under Senate CS 'wDOR

W

\

%  *

* $ MM
FY 2009
* %

S a l e s  R e v e n u e 18,125 1 0 0 % 66.30
less Shipping 470 3% 1.72

TAPS 673 4% 2.46
Royalty 2,075 11% 7.59

G ro s s  V a lu e  A t  P oP 14 ,907 82% 54.53
Capex 2,029 11% 7.42
Opex 2,063 11% 7.55
Property Tax 312 2% 1.14

N e t V a lu e  A t  P oP 10,503 58% 38.42
less Production Tax 2,778 15% 10.16
Detail Base Production Tax 2.628 14% 9.61

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% 0 00

P re -C IT  R e v e n u e 7,725 43% 28.26
less State Income Tax 

Federal Income Tax

P r o d u c e r  I n c o m e

700
2,361

4,664
4%
13%

2 6 %

2.56
8.64

17.06

A ssu m e s  749,000 Bopcl at o f f ic ia l fo re ca s t S66.30/bbl ANS W est C oast

9 N o vem b er 5 . 2007



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

.

PPT
FY 2009, $MM 

Senate Diff
Sa les Revenue 18,125 18,125 0

less Shipping 470 470 0
TAPS 673 673 0
Royalty 2,075 2,075 0

G ro s s  V a lu e  A t  PoP 14,907 14 ,907 0
Capex 2,029 2,029 0
Opex 2,063 2,063 0
Pioperty Tax 312 312 0

N et V a lu e  A t  P oP 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 (48) 0
EIC (50) (50) 0
Capital Credit (406) (406) 0
TIE Credit (203) 0 203

Pre C IT R e v e n u e 8,810 7,725 (1,085)
less State Income Tax 

Federal Income Tax

Producer Income
763

2,574

5,473
700

2,361

4,664
(63)

(213)

(809),

A ssu m e s  749.000 B upd  a t  o f f ic ia l fo re ca s t  366.30/bbl ANS W est Coast
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FY 2009 
Sharing Of Sales Revenue I*

~  'Odd-

dor
, S  X - V - #

100%

80%

60%

40%

20%

0%

Comparison Of PPT  and Sena te  Jud ic ia ry  CS
I

Government Take
( A l a s k a  a n d  F e d e r a l ) . 45% :

■ S  ... *

' C o sts  ancf
. 29% Reinvestm en t 29%

( S h i p p i n g / T A P S ,  C a p e x ,  O p e x )
'  ‘ ............................ .

30% Producer 
Net Cash Flow 26%

PPT S en a te  CS

□ P roducer Take c  Shipping & TAPS e  Costs H Prod Tax □ Royalty & Property Tax □ Income T axes

A ssu m e s  749,000 Bopcl at o f f ic ia l fo re ca s t S66.30/bbl ANS W est Coast
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G o vern m en t S hare  O f
R evenues

F Y  2 0 0 9



F Y  2 0 0 9
G o v e r n m e n t  a n d  A l a s k a  S h a r e

(BOR)
PPT

F Y  2 0 0 9

%

N e t  C a s h  F l o w 1 2 , 8 9 0 4 7 . 1 5

P r o d u c e r  s h a r e 5 ,4 7 3 4 2 % 2 0 .0 2

G o v e r n m e n t  T a k e 7 , 4 1 7 5 8 % 2 7 . 1 3

F e d e r a l  I n c o m e  T a x 2 , 5 7 4 2 0 % 9 .4 2

R ° y a i t y u
P r o d d e t f s n  T a x

2 ,0 7 5
3 1 2

1 6 %
2 %

7 .5 9

1 .14
P f f i& e f i f f F T a x 1 ,6 9 3 1 3 % 6 .1 9
S t a t e  I n c o m e  T a x 7 6 3 6 % 2 .7 9

A l a s k a  S t a t e  T a k e 4 , 8 4 3 3 8 % 1 7 . 7 1

A s s u m e s  7 4 9 , 0 0 0  B o p d  a t  o f f i c i a l  f o r e c a s t  $ 6 6 . 3 0 / b M  A N S  W e s t  C o a s t
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F Y  2 0 0 9
G o v e r n m e n t  a n d  A l a s k a  S h a r e

CBOR i
v > ,

Sena te  Jud ic ia ry  CS

4

•/T» $  M M

F Y  2 0 0 9

. %  ♦ $ / B b I

N e t  C a s h  F l o w

P r o d u c e r  s h a r e

1 2 , 8 9 0

4 , 6 6 4 3 6 %

4 7 . 1 5

1 7 .0 6

G o v e r n m e n t  T a k e 8 , 2 2 6 6 4 % 3 0 . 0 9

F e d e r a l  I n c o m e  T a x 2 ,3 6 1 1 8 % 8 .6 4
R oyalty 2 ,0 7 5 1 6 % 7 .5 9
P ro p e r ty  T a x 3 1 2 2 % 1.14
P ro d u c t io n  T a x 2 ,7 7 8 2 2 % 1 0 .1 6
S t a t e  I n c o m e  T a x 7 0 0 5 % 2 .5 6

A l a s k a  S t a t e  T a k e 5 , 8 6 5 4 5 % 2 1 . 4 5

A s s u m e s  7 4 9 , 0 0 0  B o p d  a t  o f f i c i a l  f o r c c a s l  S G G .o O / h b l  A N S  W e s t  C o a s t
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F Y  2 0 0 9
G o v e r n m e n t  a n d  A l a s k a  S h a r e

C0OR)
■ \ N

$/Bbl
35

30

25

20

15

10

5

0

Comparison Of PPT and Senate Jud ic ia ry  CS

2 0 ° /c

3 8 %

2 7 . 1 3

Federal 
Income Tax

A laska

3 0 . 0 9
1 8 %

4 5 %

PPT S en a te  CS

■ Production Tax m Royalty □ Property Tax □ Stato Income Tax □ Federa l Income Tax

A s s u m e s  7 4 9 , 0 0 0  B o p d  a t  o f f i c i a l  f o r e c a s t  $ 6 6 . 3 0 / b b l  A N S  W e s t  C o n s t
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.  _  _  i  i i v i i iChange In Production Tax
F Y  2 0 0 9  U A U  i

1
• •»

•Cr

r
•

$  M M

£ Y  0 9

% $ / B b l

P r o d  T a x  u n d e r  P P T 1 , 6 9 3 100% 6 . 1 9

Base / 2 8 ^ \ 1 7 % 1.04

Progressivity \ 4 M / 2 6 % 1.61
TIE Credit 2 0 3 1 2 % 0 .7 4
TAPS tariff <3B> 9% 0 .5 8

P r o d  T a x  u n d e r  S e n a t e 2 , 7 7 8 164% 1 0 . 1 6

T A P S  t a r i f f  i m p a c t  r e f l e c t e d  in  b o t h  
B a s e  a n d  P r o g r e s s i v i t y

A ssu m e s  749 000 Bopci at o f f ic ia l fo recas t $66.30/bbl ANS W est Coast
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F Y  2 0 0 9
K e y  C h a n g e s  W i t h i n  S e n a t e  C S

% BOR
Production Tax and TAPS Tariff Impacts

14

12

10

8

6

4

2

0

(2)

(4)

6.19

i___ o.ss___
Start $40 ^  $ 3 0 .....................

............ :::::............. 2.39

Base Tax
Rate 22.5% -» 25%

C r e d i t s  a n d  D e d u c t i o n s  i
.............................................

10.16

W 5 $

Base □ Progressivity ■ Other credits  ■ TIE Credit □ TAPS tariff

A s s u m e s  7 4 0 . 0 0 0  Q o j x l  a t  o f f i c i a l  f o r e c a s t  S 6 6 . 3 0 / b b l  A N S  W e s t  C o a s t
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