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Based On $52/Bbl Profit...
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T a x  R a t e  S t r u c t u r e  

( I n c o r p o r a t i n g  P r o g r e s s i v i t y )

Profit Margin ($/Bbl)
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Progressivity
“ N e t ”  t a x e s  a l l  f i e l d s  a t  a  s i n g l e  r a t e

>  No, it taxes different fields or reservoirs based on their 
individual profitability

31 October 2007



Understand ing  How
“ Net”  W o rk s

.   _________________
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S ta rt  W ith  A  P o r t fo lio  O f  O n e  In ve stm e n t

Initial Portfolio
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Existing R eservoirs
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Now, Add Another Field f C;0 C I 8 |O 'J v :

 ___

Expanded Portfo lio

250,000

2 0 0 ,0 0 0

150,000

1 0 0 ,0 0 0

50,000

P P T  R a t e  o n  t h e s e  f i e l d s  

C o m b i n e d  w o u l d  b e  

28.2%

A v e r a g e  N e t  M a r g i n  I s  

w $64.20

( • e \  A sso c ia tes 31 October 2007



So, Does That Mean 1 Am Paying
28.2% On Each Field ?

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

Existing
Reservoirs

Blended

N o

L o o k  a t  t h i s  i n  t h e  w a y  t h a t  c o m p a n i e s  l o o k  a t  i t  w h e n  t h e y

m a k e  i n v e s t m e n t  d e c i s i o n s



o, Does That Mean t Am Pay
28.2% On Each Field ?

Tax R ate By Field Within A Company - As Affected By Portfolio Blending

I f  I h a d  j u s t  E x i s t i n g  R e s e r v o i r s ,  a n d  

d i d  n o t  d e v e l o p  a n y t h i n g  n e w ,  I 

w o u l d  p a y  t a x  o n  m y  p r o f i t s  a t  2 8 . 4 %

Blended

>py C mo & A sso c ia te s 31 October 2007
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So, Does That Mean I Am Paying 
28.2% On Each Field ?

__

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

40%

Existing
Reservoirs

I f  I h a d  j u s t  F i e l d  X ,  I w o u l d  p a y  t a x  

o n  m y  p r o f i t s  a t  2 7 . 5 %  -  

i t s  m a r g i n  i s  s l i g h t l y  l o w e r

Blended

y C 1 ne & Associates
31 October 2007



So, Does That Mean I / 
28.2% On Each Field ?

■■

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

Existing
Reservoirs

B o t h  f i e l d s  t o g e t h e r ,  t h e  r a t e  i s

2 8 . 2 %

H o w e v e r ,  t h i s  i s  n o t  a l l



So, Does That Mean t Am Paying
28.2% On Each Field ?

40%

35%

30%

25%

20%

15%

10%

5%

0%

R ese rv o irs

T h e  m a t h e m a t i c s  o f  t h i s  r e d u c t i o n  m e a n s  t h a t  a c t u a l l y  w h i l e  

E x i s t i n g  R e s e r v o i r s  c o n t i n u e  t o  p a y  t a x  a t  a  r a t e  o f  2 8 . 4 % ,  

T h e  e f f e c t i v e  r a t e  o n  F i e l d  X  i s  a c t u a l l y  2 7 . 4 %  . . . .

. . .  l e s s  t h a n  i t  w o u l d  b e  i f  i t  w e r e  d e v e l o p e d  s t a n d - a l o n e■

, Cloe & Associates
31 October 2007
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T ax  R ate  By  Field Within A Company ■ As Affected By Portfolio Blending

Existing X  Blended



Impact Can Be Seen In A Broader Portfolio

250.000

200.000

8
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“  150,000c
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50,000

I n  t h i s  e x a m p l e  w e  h a v e  f o u r  f i e l d s  . . .

. .  O n e  p r o d u c i n g  2 0 0 , 0 0 0  b o p d  a n d  

t h r e e  o t h e r s  e a c h  p r o d u c i n g  5 0 , 0 0 0  b o p d  b u t  o f  d e c r e a s i n g  p r o f i t a b i l i t y

On & /\Ss>oC <i!dS

Portfolio Production Rate and Net Margin
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31 October 2007

Net Margin 
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Impact On The Lower Margin 
Fields Is More Noticeable
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0%

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

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

■• ■. J  .ne & assoc fiic-s
31 October 2007
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Tax Rate By Field Within A Company - As Affected By Portfolio Blending

^0.4 /o 26.9%

Existing
Reservoirs

Avg Blended
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The Impact On The Lower Margin 
Fields Is More Noticeable

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

Existing
Reservoirs

Blended

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

l o w e r  t h a n  t h e  b a s i c  r a t e  ( 2 2 . 5 %  i n  P P T )

T h i s  i s  m a n i f e s t e d  i n  t h e  b l e n d e d  r a t e  b e i n g  l o w e r  t h a n  t h e

w e i g h t e d  a v e r a g e  r a t e

i" - o y  Clmo & A sso c ia te s 31 October 2007
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Cash Flow, Not Profit
P P T  t a x e s  a l l  f i e l d s  a t  a  s i n o i e  r a t e

>  N o ,  it  t a x e s  d i f f e r e n t  f i e l d s  o r  r e s e r v o i r s  b a s e d  o n  t h e i r  

i n d i v i d u a l  p r o f i t a b i l i t y

•  I s  b a s e d  o n  p r o f i t  p e r  b a r r e l

> Not exactly, it is based on net cash flow per barrel after 
capital investment (for future production)

<i >f,v, C' no X Associates
31 October 2007
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Remember These Slides ?
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Po rtfo lio  Profitability

A N S  W e s t  C o a s t  $ 8 0 / B b l

TransporHina Quality

1 8

C o s t s

•

T h e  p o r t f o l i o  o n  t h e  p r e v i o u s  

s l i d e s  h a d  a  b l e n d e d  r a t e  o f  

2 6 . 9 % ,  n o t  2 5 . 5 %  . . . .

Tax Rate Structure 
(Incorporating Progressivity)

Profit Margin ($/Bbl)

•'■vy Cline & A sso c ia te s",
31 October 2007



Assume that 26.9% is the rate that will 
be payable before further capital 
investment decisions are made ...

...in this example $800 million
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Capital Spending Has An Impact On 
Rate, Too ....

Tax Rate By Field Within A Company - As Affected By Portfolio Blending,
Capex And Tax Credit

28.4% 27.5%

Existing X 
Reservoirs

Avg Blended

25.5% \
1

it •/ . 1*. * v* IIg -J
Post

Capex

T h i s  r e d u c e s  t h e  r a t e  p a y a b l e  t o  2 5 . 5 %

H o w ?

' -."'’oy Cline & Associates
31 October 2007



$800 million amounts to $6.26 Per 
Barrel Based On This Portfolio

Portfolio Production Rate and Net Margin

Existing Reservoirs

I
H R I M

SSL Ci "o A Associates
A s t n k u  M A T



$6.26  P e r  B a rre l C a p ita l In c re a s e s  
“ C o s t s ” A n d  L o w e rs  T h e  T a x  R a te

P re-C apex  Margin
Portfo lio  Profitability

T a x  R a t e  

2 6 .9 %

T a x  R a t e

2 5 .5 %

. O r e  & Associates
31 October 2007



There Is Another Way To Look At 
This, Though ....

Tax Rate By Field Within A Company - As Affected By Portfolio Blending,
Capex And Tax Credit

45%

40%

35%

30%

25%

20%

15%

10%

5%

0%
Existing X Y Z Avg Blended Capex Post

Reservoirs Capex

I t  i s  t h e  s a m e  a s  s t i l l  p a y i n g  t h e  b l e n d e d  r a t e  o f  2 6 . 9 %  o n  t h e  p o r t f o l i o  p r o d u c t i o n  

( o r  h a v i n g  a n  e f f e c t i v e  r a t e  o f  2 8 . 4 %  o n  E x i s t i n g  R e s e r v o i r s  . .  d o w n  t o  1 8 . 9 %  o n  F i e l d  Z )

a n d  A l a s k a  p a y i n g *  3 8 . 6 %  o f  t h a t  $ 8 0 0  m i l l i o n  c a p i t a l

T h i s  3 8 . 6 %  i s  h i g h e r  t h a n  t h e  B l e n d e d  t a x  r a t e  . . .  a n d  i s  a  f u n c t i o n  o f  t h e  c a p e x  p e r  

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

* from PPT only -  does not include Stele end Federal tax effects
■<‘ v C me & Associates

31 October 2007



A s  i n d i v i d u a l  f i e l d s ,  t h i s  p o r t f o l i o  w o u l d  p a y  j u s t  o v e r  $ 2 , 0 3 2  m i l l i o n  i n  P P T

* from PPT only -  does not include State and Federal tax effects
, J  t. 5; A ssocia tes

31 October 2007
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At The 
Amount Of Tax Payable

Tax Allocable By Field Within Portfolio



Portfolio Effects Lower Total Tax
Tax Allocable By Field Within Portfolio

2.500 

2,000

1.500 

1,000

500 

0

P u t t i n g  a l l  f i e l d s  i n  o n e  p o r t f o l i o  ( c o m p a n y )  l o w e r s  t h i s  t o  $ 2 B n  . . .

. . .  a  s a v i n g  o f  $  3 2  m i l l i o n

Individual Field Blended

Cv't- & Associates
31 October 2007
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The Big Winner Though Is Capex
Tax Allocable By Field Within Portfolio

2,500

2,000

1,500

1,000

500

Individual Field

In  t h i s  e x a m p l e  t h e  S t a t e  p a y s  $ 3 0 9  m i l l i o n  ( 3 8 .6 % )  o f  t h e  c a p i t a l  

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

T h e  $ 3 0 9  m i l l i o n  c a n  b e  a l l o c a t e d  a s  $ 2 1 5  m i l l i o n  f r o m  r e d u c i n g  t a x a b l e  i n c o m e  a t

C v ie  & A sso c ia tes

Blended Investment
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But Wait! That Is Not A ll.

Individual Field Blended Investment

I n v e s t m e n t  C r e d i t s  T a k e  a  f u r t h e r  $ 1 6 0  m i l l i o n  ( 2 0 %  o f  $ 8 0 0  m i l l i o n )

f r o m  t h e  t a x  p a y a b l e

Tax Allocable By Field Within Portfolio

2,000
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After Investment Credits
T ax  R a te  By  F ie ld  W ith in  A  C om pan y  - A s A ffected  By  P o rtfo lio  B len d in g ,

C a p ex  And T a x  C red it

45%

40%

35%

30%

25%

20%

15%

10%

5%

0%
Existing X Y Z  Avg B le n d ed  C a p ex  P o s t P o s t T ax

R e se rv o irs  C a p ex  C r

. . .  t h e  e f f e c t i v e  t a x  r a t e  i s  l o w e r e d  f u r t h e r  t o  2 3 % *

C.V'ney Cline & Associates
* In this example

31 October 2007



. . .  o r ,  a  t a x  o n  n e t  r e v e n u e s  t h a t  a r e  n o t  r e in v e s t e d  . . .

y A Tax On Net C a sh  
F low  P e r  Barrel

O p e r a t i n g  M a r g in  

P e r  B a r r e l

$58
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N e t C a s h  F lo w  

P e r  B a r r e l 

( a f t e r  

r e in v e s tm e n t )

$52

T a x  R a te

25.5%

31 October 2007



H o u s e  O i l  &  G a s  C o m m i t t e e

G r o s s  P r o g r e s s i v i t y  A m e n d m e n t

• • •



•  P P T
> Tax rate increases 0.25% for every dollar that net cash 

flow per barrel exceeds $40

•  H o u s e  O & G  A m e n d m e n t
> Maintains the PPT basic rate of 22.5%
> Adds a tax of 0.225% for every dollar that the gross value 

at the point of production exceeds $50
> Applied to the gross value at the point of production

'  Cline & A ssocm les
31 October 2007



PPT P ro g re ss iv ity
Tax Rate By Field Within A Company - As Affected By Portfolio Blending

40%

35%

30%

25% - 

20%

15%

10%

5%

0%
Existing X Y Z Avg Blended

Reservoirs

T h e  p r o g r e s s i v i t y  c a n  b e  s e e n  t h r o u g h  t h e  lo w e r  e f f e c t i v e  t a x  

r a t e  o n  lo w e r  m a r g in  f i e l d s



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

H ou se  Oil & G a s  P ro g re s s iv ity

Existing
Reservoirs

Blended

T h e  b u l k  o f  t h e  in c r e a s e d  b u r d e n  in  t h i s  c a s e  i s  b e in g  b o r n e  b y  

t h e  lo w e r  m a r g in  f i e l d s  . . .

’.“ ivy. Cline & Associates 31 October 2007



H ou se  Oil
Tax Rate By Field Within A Company - As Affected By Portfolio Blending

40%

35%

30%

25%

20%

1 5 %

10%

5%

0%

I f  a l l o f  t h e  lo w e r  m a r g in  r e s u l t s  f r o m  h ig h e r  f i e l d  o p e r a t i n g  c o s t s  

t h e n  c le a r  r e g r e s s i v i t y  c a n  b e  s e e n  a s  m o r e  t a x  i s  c o l l e c t e d  

a n d  lo w e r  m a r g in  f i e l d s  a r e  a c t u a l l y  t a x e d  a t  a  h ig h e r  e f f e c t i v e  r a t e

t h a n  h ig h e r  m a r g in  f i e l d s

. I ■ fWf EfPP

& G as  P rog re ss iv ity

29.0%

Blended

30.1 7028. 7%28. 3%

32.7%

Existing
Reservoirs

29. 0%

C ;"t'oy Cline & Associates
31 October 2007
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Tax Allocable By Field W ithin Portfolio

2,500

Individual Field Blended Investment After Capex After Tax Credit

U n d e r  P P T  p r o g r e s s i v i t y  t h i s  p o r t f o l i o  w o u l d  p a y  $ 1 , 5 3 2  m i l l i o n

a t  $ 8 0  A N S  W e s t  C o a s t ........

$ 2  B n  b e f o r e  t h e  c a p i t a l i n v e s t m e n t
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H ou se  Oil & G as P rog re ss iv ity
Tax Allocable By Field Within Portfolio

2,500

2,000

1,500

1,000

500

Individual Field Blended Investment After Capex After Tax Credit

U n d e r  H o u s e  O & G  p r o g r e s s i v i t y  t h i s  p o r t f o l i o  w o u ld  p a y  $ 1 ,7 2 7  m i l l i o n  

- o n l y  $ 6 7  m i l l i o n  b e f o r e  t h e  c a p i t a l i n v e s t m e n t  

T h e  n e t  c o s t  o f  t h e  in v e s t m e n t  r i s e s  f r o m  $ 3 3 1  m i l l i o n  t o  $ 4 6 0  m i l l i o n *

'<■/ C'mo & Associates
* Before State and Federal tax im pacts

31 October 2007



•  A  n e t  t a x  o n  t h e  m a r g i n  i s  a  t a x  o n  t h e  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

•  C o r p o r a t e  r i n g  f e n c e  f o r  p r o d u c t i o n  t a x  a l l o w s  t h e  
e f f e c t i v e  r a t e  t o  v a r y  b e t w e e n  m o r e ,  a n d  l e s s ,  
p r o f i t a b l e  f i e l d 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  t h a n  
s i m p l e  g r o s s  p r o g r e s s i v i t y
> Less/lower taxes at low margins
> More/higher taxes at high margins

G.;"ney Ci ne & Associates
31 October 2007
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C on c lu s io n s  - P ro g re ss iv ity

•  P r o g r e s s i v i t y ,  b a s e d  o n  “ n e t ” , a s  m a n i f e s t e d  i n  t h e  
P P T / A C E S  s t r u c t u r e  i s  m o r e  r e s p o n s i v e  t o  
i n d i v i d u a l  f i e l d  p r o f i t a b i l i t y  t h a n  t h a t  i n  a  “ g r o s s ”  
s t r u c t u r e

•  G r e a t e r  p r o g r e s s i v i t y  ( r a i s i n g  t h e  m a x i m u m  r a t e  a n d  
/  o r  s l o p e )  c a n  a c h i e v e  e v e n  g r e a t e r  d i f f e r e n t i a t i o n
> More tax on legacy investments benefits from current 

higher prices -  that will drop back if prices drop back
> Lower tax rates on higher cost / lower margin new 

investments

~.V' v y  Cliao & Asscc a!es
31 October 2007



^  T h e  P a l i n - P a r n e l l  A d m i n i s t r a t i o n  p r e s e n t s

A l a s k a ' s  C l e a r  a n d  E q u i t a b l e  S h a r e



A l a s k a ' s  C l e a r  a n d  E q u i t a b l e  S h a r e

“ P o i n t  o f  P r o d u c t i o n ” 
( F o r  O i l )

P a t r i c k  G a l v i n ,  C o m m i s s i o n e r  
D e p a r t m e n t  o f  R e v e n u e  

S e n a t e  J u d i c i a r y  
N o v e m b e r ,  0 1  2 0 0 7

2



E conom ic  In cen tiv e s
A l a s k a ' s  C l e a r  a n d  E q u i t a b l e  S h a r e

•  F o r  o i l ,  d e f i n i t i o n  o f  “ p o i n t  o f  p r o d u c t i o n ”  w a s  
u n c h a n g e d  i n  t h e  t r a n s i t i o n  f r o m  E L F  t o  P P T

•  P r o d u c e r  i n  s o m e  c i r c u m s t a n c e s  h a s  l a t i t u d e  i n  
d e t e r m i n i n g  l o c a t i o n  o f  t h e  P O P

•  U n d e r  E L F ,  p r o d u c e r  h a d  i n c e n t i v e  t o  m o v e  
P O P  a s  f a r  u p s t r e a m  a s  p o s s i b l e

•  U n d e r  P P T ,  p r o d u c e r  h a s  a n  i n c e n t i v e  t o  m o v e  
t h e  P O P  a s  f a r  d o w n s t r e a m  a s  p o s s i b l e



S om e  U n in tend ed  
C on s e q u e n c e s

A l a s k a ' s  C l e a r  a n d  E q u i t a b l e  S h a r e

•  T h e  r e t a i n e d  d e f i n i t i o n  o f  “ p o i n t  o f  p r o d u c t i o n ”  
s e e m s  l i k e l y  t o  e x a c e r b a t e  t h e  f a c i l i t i e s  a c c e s s  
p r o b l e m

•  T h e  r e t a i n e d  d e f i n i t i o n  g e n e r a t e s  v e r y  d i f f e r e n t  
r e w a r d s  f o r  a  p r o d u c e r  o n  F e d e r a l  l a n d  v s .  S t a t e  
l a n d

•  T h e  d i f f e r e n t i a l  r e w a r d s  a r e  n o t  n e c e s s a r i l y  
c o n s i s t e n t  w i t h  t h e  S t a t e ’ s  f i s c a l  i n t e r e s t .



AS 43.55.900(20)(A)
A l a s k a  s C l e a r  a n d  E q u i t a b l e  S h a r e

•  “ f o r  o i l ,  t h e  a u t o m a t i c  c u s t o d y  t r a n s f e r  m e t e r  o r  
d e v i c e  t h r o u g h  w h i c h  o i l  e n t e r s  i n t o  a  c a r r i e r  
p i p e l i n e  o r  o t h e r  t r a n s p o r t a t i o n  c a r r i e r  i n  a  
c o n d i t i o n  o f  p i p e l i n e  q u a l i t y ;  i n  t h e  a b s e n c e  o f  a n  
a u t o m a t i c  c u s t o d y  t r a n s f e r  m e t e r  o r  d e v i c e  t o  
m e a s u r e  t h e  q u a n t i t y  o f  o i l  t h a t  h a s  b e e n  
a p p r o v e d  b y  t h e  d e p a r t m e n t  f o r  t h a t  p u r p o s e ,  
t h r o u g h  w h i c h  t h e  o i l  i s  t e n d e r e d  a n d  a c c e p t e d  
i n  a  c o n d i t i o n  o f  p i p e l i n e  q u a l i t y  i n t o  t h e  f a c i l i t i e s  
o f  a  c a r r i e r  p i p e l i n e  o r  o t h e r  t r a n s p o r t a t i o n  
c a r r i e r . . . ”



A l a s k a ' s  C l e a r  a n d  E q u i t a b l e  S h a r e

T h e  p o i n t  o f  p r o d u c t i o n  d o e s  n o t  o c c u r  u n t i l :
1 )  T h e  o i l  i s  “ o f  p i p e l i n e  q u a l i t y ” , m e a n i n g  i t  i s  

“ o f  g o o d  a n d  m e r c h a n t a b l e  c o n d i t i o n ”  ( A S  
4 3 . 5 5 . 9 0 0 ( 1 9 ) ;  a n d  

2 a )  T h e  o i l  h a s  b e e n  m e t e r e d  p r i o r  f o r  e n t r y  i n t o  
a  p i p e l i n e  c a r r i e r ,  o r  

2 b )  T h e  o i l  h a s  b e e n  “ t e n d e r e d  a n d  a c c e p t e d  
i n t o  t h e  f a c i l i t i e s  o f  a  p i p e l i n e  c a r r i e r ”

N o t e :  a  r e a s o n a b l e  r e a d  o f  s t a t u t e  i s  t h a t  t h a t  
“ p i p e l i n e  c a r r i e r ”  i s  a  s e p a r a t e  e n t i t y  f r o m  t h e  
p r o d u c t i o n  s u b s i d i a r y
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• •
“G am ing” o f th e  POP

A l a s k a ' s  C l e a r  a n d  E q u i t a b l e  S h a r e

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

-  I n  N P R - A ,  b u i l d  p i p e l i n e s  ( p o t e n t i a l l y  m a n y  
d o z e n s  o f  m i l e s  l o n g )  t h a t  c a r r y  u n p r o c e s s e d  
c r u d e  s o  a s  t o  m a x i m i z e  P P T  t a x  b e n e f i t s

-  S u c h  p i p e l i n e s  w i l l  n o t  o f f e r  t h i r d  p a r t y  a c c e s s

-  S t a t e  R O W  L e a s i n g  A c t  l i m i t s  t h i s  “ g a m e ”  
f r o m  b e i n g  p l a y e d  o n  s t a t e  l a n d s .

-  U p s h o t : O i l  f r o m  F e d e r a l  l a n d s  g e t s  m u c h  
m o r e  h e l p  d e s p i t e  s t a t e ’s  r e d u c e d  r o y a l t y  
i n t e r e s t ,  e x a c e r b a t i n g  t h i r d  p a r t y  a c c e s s  
i s s u e s



“G am ing” o f th e  POP
A l a s k a ' s  C l e a r  a n d  E q u i t a b l e  S h a r e
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M o v e  p r o c e s s e d  c r u d e ,  b u t  n e v e r  m e t e r  a n d  k e e p
t h e  p i p e l i n e  “ p r i v a t e ”

-  N o  t h i r d  p a r t y  a c c e s s

-  S t a t e  R O W  L e a s i n g  A c t  l i m i t s  t h i s  “ g a m e ”  
f r o m  b e i n g  p l a y e d  o n  s t a t e  l a n d s

-  U p s h o t : O i l  f r o m  F e d e r a l  l a n d s  g e t s  m u c h  
m o r e  h e l p  d e s p i t e  s t a t e ’s  r e d u c e d  r o y a l t y  

i n t e r e s t ,  e x a c e r b a t i n g  t h i r d  p a r t y  a c c e s s  
i s s u e s



“G am ing” o f th e  POP
A l a s k a ' s  C l e a r  a n d  E q u i t a b l e  S h a r e

•  I n i t i a l l y ,  h a v e  p i p e l i n e  t h a t  i s  “ u p s t r e a m ”  o f  t h e  
P O P  s o  a s  t o  e n j o y  t a x  c r e d i t s  a n d  d e d u c t i o n s

•  A f t e r  s o m e  l a t e r  p e r i o d ,  m o v e  t h e  p i p e l i n e  t o  b e  
“ d o w n s t r e a m ”  o f  t h e  P O P  -  e i t h e r  b y  i n s t a l l i n g  
m e t e r i n g ,  o r  b y  b u i l d i n g  n e w  p r o c e s s i n g  f a c i l i t i e s

•  U p s h o t : s t a t e  p a y s  f o r  t h e  s a m e  p i p e l i n e  t w i c e  
( f i r s t  t h r o u g h  c r e d i t s  a n d  d e d u c t i o n s ,  a g a i n  
t h r o u g h  t r a n s p o r t a t i o n  d e d u c t i o n s )


