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RE: Oil Company Capital Spending

Oil companies are by definition in business to make a profit. Their actions are aimed at 
removing or preventing any barriers to achieving increased profits. Taxes are a barrier to 
achieving profits and when raised serve to reduce profits and when lowered serve to increase 
profits. Thus, oil companies are naturally predisposed to oppose any increase in taxes. With ail 
things being equal (which they rarely are), oil companies would preferentially invest in areas 
with the lowest taxes, however this is not the real world calculus.

When materiality and prospectivity are added to the investment decision criteria, oil 
companies quite often end up investing in countries with relatively high or above average tax 
rates. They do so because they believe (and often realize) that investments in those countries 
will provide access to new reserves and will generate significant profits. Similarly, countries that 
offer extraordinary potential (like Angola, Russia and Kazakhstan) are able to command a 
greater share of the total pie while, at the other extreme areas which have extremely favorable 
tax regimes (like Ireland and Morocco) still do not attract significant industry interest.

The oil companies are -  rationally -  resisting initiatives to increase their effective tax 
burdens and attempting to boil down the issue of fiscal policy and its impact on their capital 
investment decision making to a single factor: the effective tax rate. But the issue is not that 
simple. The oil companies must, if they are to remain in existence, do a good job at profitably 
replacing the reserves that they are currently producing. The number of locales in the world that 
offer the larger oil companies the needed level of materiality to do that are limited in number. 
ExxonMobil, BP, Chevron and ConocoPhillips for example, together produce over 12 million 
barrels of oil equivalent per day -  to simply replace their production they need to find a Kuparuk 
size accumulation every 8 to 9 months!

The oil companies have compared Alaska's tax regime to mainly other lower 48 United 
States tax regimes: however, such a comparison would only be valid for a small portion of their 
overall investment capital spending. Lehman recently published a survey of 350 companies that 
showed estimated total worldwide capital spending in 2007 of just over US$300 billion of which 
roughly one quarter or US$77 billion would be in the United States (including Alaska). Overall, 
2007 numbers represented over a 20% increase for international (i.e. non-US or Canada) 
spending with United States spending up slightly and Canadian spending down.

Looking at just the United States, expected 2007 spending represents an increase of 
4.8% over 2006. A further breakdown of the numbers by Lehman shows that smaller
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c o m p a n i e s  ( t h o s e  w ith  a n n u a l  s p e n d in g  u n d e r  U S $ 1  b illio n ) w e r e  e s t im a t in g  in c r e a s i n g  th e i r  
s p e n d in g  b y  s o m e  1 0 + %  f o r  2 0 0 7  w h ile  th e  l a r g e  oil c o m p a n i e s  w e r e  o n ly  e  ^ e c t in g  s p e n d in g  
in  t h e  U n ite d  S t a t e s  to  i n c r e a s e  1 .2 % .

T h e  L e h m a n  d a t a  s e e m  to  b e  c o r r o b o r a te d  b y  d a t a  in  t h e  oil c o m p a n ie s '  a n n u a l  r e p o r t s .  
G a f fn e y , C l in e  & A s s o c i a t e s  r e v ie w e d  a n n u a l  r e p o r t s  fo r  B P , C h e v ro n ,  C o n o c o P h i l l ip s  a n d  
E x x o n M o b il fo r  2 0 0 2  th r o u g h  2 0 0 6 .  W h e r e  a v a i la b le ,  c a p i ta l  s p e n d in g  d a t a  o v e ra l l  a n d  in  t h e  
U n ite d  S t a t e s  fo r  th e  u p s t r e a m  s e c t o r  w e r e  u s e d .  W h e r e  s u c h  g e o g r a p h ic  b r e a k d o w n  w a s  n o t  
p r o v id e d  d a t a  f o r  c o r p o r a t e  s p e n d in g  w e r e  u s e d  to  a r r iv e  a t  t h e  n u m b e r s  b e lo w . T h e  k e y  p i e c e  
o f  in fo rm a tio n  is  n o t  t h e  a b s o l u t e  v a lu e ,  b u t  t h e  t r e n d  o f  w h e r e  t h e  m a in  p l a y e r s  in A la s k a  a r e  
s p e n d in g  t h e  b u lk  o f  th e i r  i n v e s tm e n t  d o lla r . F o r  u p s t r e a m  s p e n d in g  B P 's  in v e s tm e n t s  o u t s i d e  
t h e  U n ite d  S t a t e s  r e p r e s e n t e d  5 0 %  to  7 5 %  o f  th e i r  o v e r a l l  to ta l .  S im ila r  n u m b e r s  f o r  C h e v ro n  
w e r e  6 7 %  to  7 1 % , C o n o c o P h i l l ip s  6 3 %  to  7 5 %  a n d  E x x o n M o b il 7 7 %  to  8 5 % .

r Can-t.l l Spi'M'tmr] 1 -.,.11
7005^ !■ ! Vli«. *

BP: US $6,592 50% $3,870 38% $3,913 36% $3,906 26% $5,100 32%
International $6,526 50% $6,367 62% $7,095 64% i l  1.286 74% $6,559 68%
TOTAL $13,118 810,237 H H T T T ! M H g ir iK T l ■ X J

txxon: US $2,466 15% $2,142 15% $1.922 16% $2,125 18% $2,357 23%
international $13,745 85% $12,328 85% $9,793 84% $9,863 82% $8,037 77%
TOTAL $16731 $14,470 $11713 m x m m m

Conoco: Aiaaka $320 9% $746 11% $645 12% $570 13% $706 22%
US (Continantel) $2,008 21% $891 13% $669 12% $848 19% $499 15%
International $6,685 70% $5,047 76% $3,935 75% $3,090 68% $2,071 63%
TOTAL $0,913 $8,884 <6749 $4,308 ■ 2 2 1

Chevron: US $4,123 32% $2,450 29% $1,820 29% $1,641 29% $1,388 30%
International $8,696 68% $5,939 71% $4,501 71% $4,034 71% $4,395 70%
TOTAL $12,819 $8,389 $8,321 $3,873 $6,283

M o r e o v e r ,  t h e  r e v ie w  o f  th e  a n n u a l  r e p o r t s  s h o w  in v e s tm e n t  b y  t h e s e  f o u r  c o m p a n i e s  <n 
s ig n i f ic a n t  p r o j e c t s  in ju r is d ic t io n s  th a t  h a v e  a v e r a g e  a n d  m a rg in a l  ta x  r a t e s  a b o v e  t h e s e  in 
p l a c e  o r  p r o p o s e d  in  A la s k a .

In d e c id in g  w h e r e  to  in v e s t ,  ta x  p o lic y  is o n e  o f  th e  f a c to r s  c o n s i d e r e d  b u t  is  
d e m o n s t r a b ly  n o t,  in a n d  o f  i ts e lf , t h e  c o n tro l l in g  f a c to r .
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Case Studies: 
Government Competition 
for Oil & Gas Investment
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Michael D. Williams, Chief Economist



Capturing “ Fair Share”
i „
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A sse s sm en t of Oil and Gas Ju r isd ic t ion s 
is Complex and Continuous

C h a n g e s  in G o v e r n m e n t  T a k e  2002 to  2006
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S o u rc« : C ER A : 2 0 0 ?  v i .  2 0 0 /

Source; Report of the Alberta Royalty Review  Panel. “Our Fair Share", page 29.



T oday’s Agenda

1 . B a c k g r o u n d

2 .  F is c a l  R e g im e s

3 .  K e y  F a c t o r s  -

4 .  C o n c lu s io n s
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Oil Producing Countries

>  5.000 [$§ 1.000-301 Q j  Not significant of not available

5.000- 1,001 Q 3 0 0 - . l l

Source. ENI, World Oil & Gas Review 2007, for 2006, crude oil and NGL's in thousands of barrels per day, page 13.
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Types of Legal Systems
P r o d u c t i o n  S h a r i n g  -  U s e s  a  P r o d u c t i o n  

S h a r i n g  C o n t r a c t  [ P S C ] ,  t h e  c o n t r a c t o r  r e c e i v e s  

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

T a x  I  R o y a l t y  -  G o v e r n m e n t  l i c e n s e s  r i g h t  t o  

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

f i n a n c i a l  o b l i g a t i o n s  o n  r e s o u r c e  e x t r a c t i o n :

-  Royalty
-Tax: on income, production, property.
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Tax I  Royalty Governments 
Comparison

• A la s k a

• A lb e r t a

• N o r w a y

• U n i t e d  K in g d o m

• U S  G u l f  o f  M e x ic o  [G O M ]
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Alaska
• S i g n a t u r e  B o n u s :  Y e s

.  _  n /  u - i v j . ®  f o d u c i ' ^ n

• R o y a l t y :  a b o u t  1 2 . 5 %  ^

• P r o d u c t i o n  T a x :  P e t r o l e u m  P r o f i t s  T a x ,  

b a s e d  o n  n e t  i n c o m e

• T a x  C r e d i t s  &  U p l i f t :  Y e s

• P r o p e r t y  T a x :  B a s e d  o n  a s s e s s m e n t
V/v. A  V*\ C,VtxJa 1 \ occkX ̂ /VJ. C  lo p -4 ^  &OXOlA ^ k  -  i v .  u r u

• C o r p o r a t e  I n c o m e  T a x :

- A l a s k a  S t a t e  =  9 . 4 %  o f  p r o f i t  

-  U S  F e d e r a l *  =  3 5 %  o f  p r o f i t

* B o n u s e s .  R o y a l ty ,  P r o d u c l io n  T a x ,  P r o p e r ty  T a x .  a n d  S t a t e  C o r p o r a te .  I n c o m e  T a x  a r e  d e d u c t io n  f ro m  U S  F e d e r a l  I n c o m e  Tax.



Alberta
C o n v e n t i o n a l  O i l

• Signature Bonus: Y e s

• Royalty*: 1 4 . 7 8 %  o il Sounds «5'S"~3£i

• Production Tax: N o n e

• Tax Credits & Uplift: N o

• Property Tax: N o n e

• Corporate Income Tax:
-  F e d e r a l  =  2 0 %  o f  p r o f i t

-  P r o v i n c i a l  =  1 0 %  o f  p r o f i t

Additive

4 There are three tiers of royalty based upon the age of the well, those tiers are pre-1974,1974-1992, and post-1992. 
The royalty rates ate expressed in Canadian dollars per cubic meter and are sensitive to well productivity and market 
price. This analysis is for oil wells that wont into production after 1992 and use the rate of $130.09 per cubic meter, 
which Is a royalty rate of about 15%. See "Technical Royalty Report OG#2: Alberta’s Conventional Oil and Gas 
Industry”, Alberta Department of Energy, 2007, pago 14.
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Norway

• S i g n a t u r e  B o n u s :  N o

• R o y a l t y :  P h a s e d  o u t

• P r o d u c t i o n  T a x * :  5 0 %  o f  p r o f i t

• T a x  C r e d i t s  &  U p l i f t :  Y e s

• P r o p e r t y  T a x :  N o n e

• C o r p o r a t e  I n c o m e  T a x * :  2 8 %  o f  p r o f i t

* Production Tax and Corporate Income Tax are additive.



•  •  •

United Kingdom
• Signature Bonus: No
• Royalty: Discontinued for new fields in 1982 & 

older fields in 2003
• Production Tax*: Fields developed before March 

1993 pay 25%; there is no tax on fields with 
development approval after March 1993.

• Tax Credits & Uplift: No
• Property Tax: None
• Corporate Income Tax: 50% of profit

* For fields in operation prior to 1993, the Petroleum Revenue Tax is due and is a tax on net income with detailed 
specifications for such items as lease costs, acquisition costs, abandonment costs, tariffs, etc. The PRT has a 
tax rate of 25% and the tax paid is deductible from profits in computing Corporate Income Tax.



US GOM
mTIW. f**- b,d J

-  S i g n a t u r e  B o n u s :  Y e s

• R o y a l t y :  R o y a l t y  r e l i e f *  f o r  d e e p  w a t e r

• P r o d u c t i o n  T a x :  N o n e  ( %

• T a x  C r e d i t s  &  U p l i f t :  Y e s

• P r o p e r t y  T a x :  N o n e  6 °

• C o r p o r a t e  I n c o m e  T a x :  U S  F e d e r a l ,  

3 5 %  o f  p r o f i t s

* The Deep Water Royalty Relief Act of 1995 oxpanded the Secretary’s royalty relief authority in the GOM outer 
continental shelf. Under the Act, producers were able to exclude the first 87.5 million barrels of oil production from each 
lease from royalty when oil prices were under $34 per barrel. When contracts were actually approved, the price 
“trigger" was not included in the agreement, thus, the contracts between the oil companies and US government do not 
specify a price at which the royalty payment is required. On January 9, 2007 the US government royalty rate was 
increased to 16.7% from12.5% - but the 87.5 million barrel exclusion still applies, and there is still no price trigger in the * 1 
contracts. n



1 .  P r o s p e c t i v i t y

2 .  C o s t s

3 .  R i s k

• Political
• Fiscal Stability

4 .  C a p i t a l  D e p r e c i a t i o n  T i m e  F r a m e
^  d  c & m p tU u ^

5 .  G o v e r n m e n t  T a k e



A ttra c t iv e n e s s  o f  O il &  G a s  R e s o u rc e s
A l l  E x p lo r a t io n  &  D i s c o v e r i e s  S i n c e  1990; R e s e r v e s  a r e  R e s e r v e s  A d d e d  S in c e  1990

C o u n t r y

E x p lo r a t io n

W e l l s

(p o s t-1 9 9 0 )

D is c o v e r ie s W e l l s  p e r S u c c e s s R e s e r v e s R e s e r v e s  1 W e l l

(p o s t-1 9 9 0 ) D is c o v e r y R a te  (% ) (M M B ) (M M B )

A n g o la 231 102 2.3 4 4 % 14,223 62

N ig e r ia 315 76 4.1 2 4 % 8,600 27

E q .  G u in e a 75 20 3.8 2 7 % 1,776 24

M a u r ita n ia 28 5 5.6 18% 522 19

V ie tn a m 179 42 4.3 2 4 % 3,182 18

C o n g o 85 25 3.4 2 9 % 1,272 15

B ra z il 1,063 143 7.4 14 % 11,789 11

A la s k a 138 20 6.9 15 % 1,415 10

N o r w a y 369 74 5.0 2 0 % 3,754 10

M a la y s ia 338 64 5.3 19% 2,708 8

C o t e  d 'I v o ir e 30 4 7.5 13% 221 7

L ib y a 319 72 4.4 2 3 % 2,224 7

G O M 1,502 87 17.3 6 % 6,200 4

U K 1,177 122 9.6 10% 3,826 3

G a b o n 185 26 7.1 14% 472 3

In d o n e s ia 1,200 193 6.2 16% 2,749 2

A r g e n t in a 1,110 230 4.8 2 1 % 1,071 1

A u s tr a l ia 1,741 147 11.8 8 % 1,600 1

S o u rc e : P F C  S tu d y  S e p te m b e r  2 0 0 7 , A la sk a  d a ta  from  A O G C C  a n d  D N R
T 7



> 2 0 0 m r n b o e :  K a z a k h s ta n ,  N ig e r ia  ( d / w ) ,  
A n g o la  i d / w ) ,  V i e t n a m .  C o t e  d ' I v o i r e ,  T h a i l a n d

G lo b a l  A v e r a g e  t e x c .  A lb e r to !

G lo b a l  A v e r a g e  t e x c .  A lb e r ta ,  
K a z a k h s ta n  & D e e p w a t e r )

Albc*rta 0.3

•  •  i
I v ; .f tl I

C o n v e n t i o n a l  O i l  P o o l  S i z e
1 9 9 4  -  2 0 0 3

2 0 0

ia i
1 6 0

1 4 0

1 2 0

1 0 0

8 0

6 0

4 0

2U

0

Average Com m ercia l O il D iscovery Size (m m boe)

UK V n z

1

S o u rc e : R e p o rt of th e  A lborta  R oyalty  R e v ie w  P a n e l, "O ur F air S h a r e ’, p a g e  50.
14



U p s t r e a m  P e r  B a r r e l  P r o d u c t io n  C o s t

X
't> t

4 a *A,
•9 *> 15

Dollars per barrel, in c lij^ »  capital and operating expense, most data from public sources.
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R e s e r v e s  B r e a k d o w n  B y  R i s k
Total Oil & Gas Reserves

Billion Barrels (oil equivalent)

2 0 0 6

Bubble Sizes Proportional to Reserves
—  93%  o f Tota l W orld  R e s e r ve s  S h o w n

S a u d i  A r a b i a

J
Kuwait

r
Venezuela

^  U

•  •  #  # i  m ,nd
U .K . A u s t r a l i a  B , a z " f  \  \  \

Eovp '  Ch na \  Kazakhstan

draq

I n d o n e s i a

Significant Risk x p 'V v .* . TV

Increasing Risk ->
S o u rc e : C ono co P h illip s . P e tro le u m  L gu ip m o u t S u p p lie rs  A ssocm lion  April A). ZOOG



R e s e r v e s  B r e a k d o w n  B y  R i s k
Total Oil & Gas Reserves

B i l l i o n  B a r r e l s  ( o i l  e q u i v a l e n t ) B u b b l e  S i z e s  P r o p o r t i o n a l  t o ^ e s e r v e s

93%  of To ta l W orld  R e s e r v e s  S h o w n

2 0 0 7

n

R u s s i a

Kuwait

M a la y s i a  L i b y a n

N0!Tay \  A

V e n e z u e l a

I r a q. • r~'

U .K .
— , n d

A u s t r a l i a  *» Brazl1 / \  \  \
Egypt  C h | n a  \  K a z a k h s t a n

I n d o n e s i a

t .  1 * 5 S i g n i f i c a n t  R i s k H f g t j jR I s k

I n c r e a s i n g  R i s k  - >

Sourr.n: Initial < h.irt from C<nir».oPliillips, Potrnleum Equ ipm ej^^pp lin rs  Association. April poo ii,. i< !ji 11 *, O O P  \<i rrflrv.l ^U^fcpvonts



Fiscal Stability
CumulillvaStiblllly icon

*17.5 *15.0 -12.5 -10.0 -7.5 -0.0 -2 5 0.0 2.5 5.0

Negative * ---------------------------------------------------------------------------------------------------------------------------------------------------------------------- Positive
|*Tax/Royalty System 1 8

S o u rc e : P F C  S tu d y  S e p te m b e r  2 0 0 7



C a p i t a l  D e p r e c i a t i o n  T i m e  F r a m e
Years to Recovery

10

8

A l a s k a 1 N o r w a y G O M U K A l b e r t a

19

* Under PP T  there is a one year write off. for Federal Corporate ln com <^axcs  there is a depredation sdiedule.



M a r g i n a l  G o v e r n m e n t  T a k e

U S - G O M  A lb e r ta  A K - P P T  A K - A C E S  UK* N o r w a y  2 Q

S o u r c e s  in c lu d e  A lb e r ta  P a n e l  R e v ie w  2 0 0 7 ,  W o o d  M a c k e n z ie  2 0 0 7 ,  P F C  2 0 0 7 ,  U S  G e n e r a l  A c c o u n t in g  O ff ic e  2 0 0 7



Cradle to Grave Government Take



9
W h e r e  a r e  t h e  C a p i t a l  $ s  b e i n g  

s p e n t ?

2006
Capital Spending (Smillions)

2005 2004 2003 2 0 0 2

BP: US ! $6,592 50% $3,870 38% $3,913 36% $3,906 26% $3,100 32%
International i $6,526 50% $6,367 62% $7,095 64% $11,286 74% $6,559 68%
TOTAL $13,118 $10,237 I M U

Exxon: US $2,486 15% $2,142 15% $1,922 16% $2,125 18% $2,357 23%
International $13,745 85% $12,328 85% $9,793 84% $9,863 82% $8,037 77%
TOTAL $16,231 $14,470 $11,715 I M Z J

Conoco: Alaska $820 9% $746 11% $645 12% $570 13% $706 22%
US (Continental) $2,008 21% $891 13% $669 12% $848 19% $499 15%
International $6,685 70% $5,047 76% $3,935 75% $3,090 68% $2,071 63%
TOTAL $9,513 $6,684 $5,249 $4,508 $3,276

Chevron: US $4,123 32% $2,450 29% $1,820 29% $1,641 29% $1,888 30%
International $8,696 68% $5,939 71% $4,501 71% $4,034 71% $4,395 70%
TOTAL $12,819 $8,389 $6,321 $5,675 $6,283

2 2



M e n t i o n e d  i n  2 0 0 6  R e p o r t i n g  

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

•  B P

-  Algeria, Angola, Australia, Azerbaijan, China, Egypt, Indonesia, 
Russia and Trinidad & Tobago

•  C h e v r o n

-  Angola, Australia, Brazil, Canada, Indonesia, Kazakhstan, 
Nigeria, Nonway, the Partitioned Neutral Zone, Thailand, UK, and 
TrinidadA/enezuela.

•  C o n o c o P h i l l i p s

-  Australia, Canada, China, Indonesia, Kazakhstan, Libya, 
Malaysia, Peru, Qatar, Russia, UK, Vietnam, and Venezuela

•  X O M

-  Australia, Canada, Indonesia, Ireland Venezuela, Norway, 
Philippines, Qatar, and UAE

23



C onclusions
1. Alaska is Competitive

•  P e e r  G r o u p

• W o r l d w i d e

2. Possible to Increase 
Government Take & Remain 
Competitive
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20 October 2007
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e Strategic Advisors in Global Energy

PFC Energy consultants art prsasnt Main regional offices:
in ths following locations: 

► Bahrain Asia Middle East
► Beijing P F C  Energy, Kuala Lum pur P FC  Energy, Bahrain

► Buenos Aires
Level 27. U B N  Tower #21 Manama Center
10 Jalan P. Ramlee Entrance 4 -  Office 705

► Calgary
50250 Kuala Lumpur, Malaysia Kingdom of Bahrain
Tel (60 3) 2172-3400 Tel (973) 1721-5106
Fax (60 3) 2072-3599 Fax (973) 1721-5108

► Houston

► Kuala Lumpur Europe North America
► Lausanns P FC  Energy, Franca P FC  Energy, W ash ing ton  D .C .

► London
19 rue du G6n6ral Foy 1300 Connecticut Avenue, N .W . Suite 800
75008 Paris, France Washington. D .C . 20036, U S A

► Mumbai
Tel (33 1) 4770-2900 Tel (1 202) 872-1199
Fax  (331)4770-5905 Fax (1 202) 872-1219

► New York
P F C  En erg y  International, P FC  Energy, H ouston

► Paris Lausanne 4545 Post O ak Place, Suite 312
19. Boulevard de la Forfit Houston. Texas 77027-3110. U S A

► San Francisco 1009 Puly, Switzerland Tel (1 713) 622 4447
Tel (41 21) 721-1440 Fax (1 713) 622-4448

► Washington, D.C. Fax: (41 21) 721-1444

Main raglonal ofltcaa an ahown In blua. wwMf.pfcMMfgy.com | lnfogpfcM iM gy.com



The P a lin -P a rn e ll Adm inistration p resen ts

r-mmmateiiim u .

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

L a s t  U p d a t e d :  1 0 - r' - ' -07
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AN  3 W est Coast Pries

-  (minus Shipplng/TAPS)

= Gross Value at the Point of Production

-  (minus upstream capital costs [less 30 cents/bbl])
-  (minus upstream operating costs)

■  Net Income

Bass Tax Rats on Nat Income

Plus Progressivity Surcharge:
Per Barrel Net Incomn 'Kicker" $40
Surcharge Rate appl dd to Net Income 0.25% / $

(Minus Credits)
- (Capital (023a) [20%]) Yes
- (NOL (023b)) Yes
- (Transition [TIE] (0231)) Yes
- (Small Producer (024) [$12mm]) Yes
- (Exploration (025)) Yes

■  Tax Payment $1.4 B

AC ES  $ DFNC 

25.0% $0.2 B

$30 
0 .2 0 %  /  $

$0.2 B

$2.0 B

$0.2 B



P P T  -  H I G H E R  O F :

A laska’s C lear and Equitable Share

PPT Net Tax Payment

vs.

4% of Gross Income 
(If ANS West Coast above $25/bbl)

ACES
FOR EACH UNIT WITH CUMULATIVE PRODUCTION OVER ONE BILLION BARRELS 

AND DAILY PRODUCTION OVER 100,000 BARRELS PER DAY
PAYMENT IS HIGHER OF:

ACES Net Tax Payment 

vs.

10% of Gross



M e a s u r i n g  G o v e r n m e n t  F a i r  S h a r e : 

N e w  F i e l d s  a n d  L e g a c y  F ie ld s

Alaska 's Clear and _____________



Alaska's Clear and Equitable Share

• F a ir sh a re  to  gove rnm en t is an  ob jective o f  fisca l 
sy s tem s (from  the pe rspec tive  o f  g ove rnm en t)

• B a sed  on  in ternationa l com petitive opportun ities 
com m ensu ra te  with risk: m ake  A la ska  an  attractive p lace  
to invest

• N eed s to be an  ob jec tive  m easu rem en t o f  fa ir sh a re  that 
is system atica lly  c om pa rab le

• The pattern o f  d eve lopm en t is a ) first c om es investm ent, 
then b ) re tu rns a re  rea lized  in sub sequen t y e a rs

• M easu rem en t n eed s  to recogn ize  that investm ent 
dec is ion s a re  b ased  on  fo rw ard -look ing  econom ics

• New  fie ld s a re  d iffe ren t from  legacy  fie ld s



F ie ld s

A laska ’s Claar and Equltabla Shara

A l l  c o s t s  a r e  p r o s p e c t i v e  

L o o k  a t  “ t a k e ”

-  T ake  is a  life -cyc le  concep t
-  P e rcen tag e  o f  econom ic  rent going to  gove rnm en t
-  E conom ic  rent is g ro s s  re venu es le s s  co s ts  (b e fo re  

ta x e s )
-  D iscounting re cogn ize s  co s t o f  capita l -  timing o f  take  

m atte rs



A laska 's  C lear and Equitable Share

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

M e a s u r e m e n t s  t h a t  l o o k  a t  c a s h  f l o w  i n  a  s i n g l e  

y e a r  c a n  b e  d e c e p t i v e  a s :

-  L a rg e  c o s ts  a re  o ften  incurred in d isc ree t tim e-fram es 
(lum p in e ss )

-  R e tu rn s a re  rea lized  a fte r th ese  investm ents
-  A s ing le  y e a r cannot depict the econom ic  picture
-  System atic  in ternationa l com pa rison s fo r  a  particu lar 

y e a r a re  m ean ing less


