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Alaska's Clear and Equitable Share

L o o k  a t  s h a r e  o f  t h e  i n c r e m e n t a l  d o l l a r  g o i n g  t o  

g o v e r n m e n t  ( m a r g i n a l  t a x  r a t e  [ M T R ] )

-  D erived  by look ing a t tota l p e r ba rre l g ove rnm en t 
re v en u es  a t o n e  price, and then increasing the price 
by o n e  d o lla r

-  The  d iffe rence  in p e r ba rre l gove rnm en t revenu es 
(from  that a t the low er p rice ) is the m arg ina l tax rate

-  Increasing  the price by on e  d o lla r h as no e ffec t on 
costs

-  C o s t is su e s  a re  m inim ized
-  Lim itations o f  annua l “s h a re ” data



a  a n d  i t s  C o m p e t i t o r s

A laska ’s C lear and Equitable Share

G ove rnm en ts  u se  two m a jo r m ethods to  take their fa ir sh a re  
R oya lty  & P roduction  T axe s

-  Stable democratic governments
-  Diverse economies

P roduction  Sha ring  C on trac ts (P S C )
-  Developing nations
-  Less stable governments -  fiscal system administered by contract
-  Oil centered economies -  better geology

A la ska  shou ld  be com pared  with tax/roya lty ju risd ictions
-  UK, Norway, Gulf of Mexico, Alberta, Canada
-  Under PPT & ACES, Alaska government take & MTR is between UK 

and Norway



F u n d a m e n t a l  C h a n g e s  f r o m  P a s t  E f f o r t s
 1 ■ *—‘ » Mi « ><

A laska 's  Claar and Equitabla Share

D a t a  b a s e

-  M ore exhaustive  inventory o f in ternational 
ju risd ictions (P F C  e ffo rt)

-  R e a l p ro jec ts (P F C  e ffo rt)
-  In terna l S ch lum be rg e r P E E P  m ode l with deta iled  

fisca l sy s tem s -  rea l p ro jec ts an a ly zed
T w o  f u n d a m e n t a l  c h a n g e s  t o  a p p r o a c h

-  D iffe rences betw een legacy  and  new  fie ld s
-  C om parison  to re levan t competition

B B S

t m



Tax Take

P P T ,  A C E S ,  S e n a t e  J u d i c i a r y  C S  

C o m p a r e d  T o  U K ,  N o r w a y ,  U S  L o w e r  4 8



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

P P T

For Lower 48, State lands I Federal assumes with 12.5% -18.75% royalty. Private royalty trend is higher
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G o v e r n m e n t  T a k e  

S B  2 0 0 1  ( A C E S )

2 0 40 60 80 100 120 

Oil Price
- T  T 1—

140 160 180

Assumes $20 costs
K Ac.I;orn'ln<;

2 0 0

0 9  N o vem b er 2007



G o v e r n

* For Lower 48, State lands I Federal assumes with 12.5% -18.75% royalty. Private royalty trend is higher
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G o v e r n m e n t  T a k e  

S e n a t e  J u d i c i a r y  C S

* For Lower 48, State lands I Federal assumes with 12.5% -18.75% royalty. Private royalty trend is higher
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ALASKA STATE LEGISLATURE

Joint Meeting 
Senate Resources and 

House Oil and Gas
House Finance Room 519

Sunday, October 21,2007 
1:00 p m.- 6:00 p.m.

AGENDA
S B  2 0 0 1 / H B  2 0 0 1  -  O i l  a n d  G a s  P r o d u c t i o n  T a x  

P r e s e n t a t i o n  b y :  G o v e r n o r ' s  P r o d u c t i o n  T a x  T e a m

I I I  -  A C E S  P r e s e r v e s  I n v e s t m e n t  C l i m a t e

a n d

S e c t i o n a l  A n a l y s i s  o f  S B  2 0 0 1 / H B  2 0 0 1

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 t ,  o f  R e v e n u e  

T o n y  F i n i z z a ,  C o n s u l t i n g  E c o n o m i s t  

C h e r i e  N i e n h u i s ,  P e t r o l e u m  E c o n o m i s t ,  D e p t ,  o f  R e v e n u e  

K e v i n  B a n k s ,  A c t i n g  D i r e c t o r ,  D i v i s i o n  o f  O i l  &  G a s  

R o b e r t  M i n t z ,  P r e s t o n  G a t e s

M a r c i a  D a v i s ,  D e p u t y  C o m m i s s i o n e r ,  D e p t ,  o f  R e v e n u e

( j U l l l h u n l  C J k t f  5 O IL



Sharon Long________________________________________________%U/k c )<U>\ I T )  / H l S

F r o m :  K o n r a d  J a c k s o n

S a n t :  S u n d a y ,  O c t o b e r  2 1 ,  2 0 0 7  1 0 : 4 2  P M

T o :  K e n  E r ic k s o n ;  B u d  C u r t is ;  B r o d i e  A n d e r s o n ;  C h e r y l  S u t t o n ;  C h r is t ia n  G o u - L e o n h a r d t ;  C r y s t a l
K o e n e m a n ;  H a n n a h  M c C a r t y ;  J a n e  P i e r s o n ;  L i n d a  H a y ;  L o u i e  F l o r a ;  M a r y  J a c k s o n ;  R e p .  B e t h  
K e r t t u la ; R e p .  B o b  B u c h ;  R e p .  J a y  R a m r a s ;  R e p .  K u r t  O l s o n ;  R e p .  L i n d s e y  H o l m e s ;  R e p .
M a r k  N e u m a n ;  R e p .  M ik e  D o o g a n ;  R e p .  N a n c y  D a h l s t r o m ;  R e p .  R a l p h  S a m u e l s ;  R e p .  S c o t t  
K a w a s a k i ;  R e x  S h a t t u c k ; R y a n  J a g e r ;  S h a r o n  L o n g ;  S u s a n  W a l l e n ;  T o m  W r ig h t ; H o u s e  
R e c o r d s  G e n e r a l  e m a i l  A c c o u n t ;  P e g  W a r r e n ;  S u z i  L o w e l l

S u b j e c t :  F W :  1 0 - 2 1 - 0 7  m e e t in g  m a t e r ia ls

A t t a c h m e n t s :  1 0 - 2 1 - 0 7  - B a n k s  f in a l  R e v i s e d 2 .p p t ;  1 0 - 2 1 - 0 7  F i n i z z a  F i n a l . p p t ;  1 0 - 2 1 - 0 7  P a c k e t  
ln f o r m a t i o n .d o c ;  1 0 - 2 1 - 0 7  S e c t io n a l  - M in t z .p p t ;  A g e n d a . d o c ;  C o s t s  
p r e s e n t a t i o n _ c n _ 2 0 0 7 1 0 2 1 .  p p t ;  In t r o  a n d  E q u a l  V a l u e  fo r  E x p lo r e r s .p p t ;  
N S _ o g _ a c t iv i t y m a p _ a p r 0 7 _ 2 0 0 d p i .p d f ;  A n n u a l  E m p l o y m e n t  E a m i n g s . p d f ;  B a n k s  t o  S t e d m a n  
m e m o  -  T a x  C o m p a r i s o n .p d f

H e r e  is  a  b e t t e r  d e s c r ip t io n  a n d  a  c o m p le t e !* )  s e t  o f  d o c u m e n t s  p r e s e n t e d  in  t o d a y ’s  j o in t  h e a r in g :

I n  o r d e r  o f  a t t a c h m e n t :

‘ B a n k s  f in a l  r e v is e d ”
D i v i s i o n  o f  O i l  &  g a s  t e s t im o n y  g iv e n  b y  K e v i n  B a n k ,  A c t in g  D ir e c t o r ; b e f o r e  j o in t  m e e t in g  o f  H o u s e  O i l  &  G a s  a n d  
S e n a t e  R e s o u r c e s  C o m m it t e e s  o n  O c t o b e r  2 1 ,  2 0 0 7 .

“ F i n i z z a  f i n a l . . . . "
‘ A C E S ” P o w e r  P o in t  p r e s e n t a t io n  g iv e n  b y  D r . T o n y  F i n i z z a ,  P h D ,  c o n s u l t i n g  e c o n o m is t  fo r  t h e  D e p t ,  o f  R e v e n u e  
a n d  P a t r ic k  G a l v i n ,  C o m m i s s i o n e r ,  D e p t ,  o f  R e v e n u e ;  b e f o r e  j o in t  m e e t in g  o f  H o u s e  O i l  &  G a s  a n d  S e n a t e  
R e s o u r c e s  C o m m i t t e e s  o n  O c t o b e r  2 1 , 2 0 0 7 .

Ig n o r e  / d e l e t e  t h e  ‘ p a c k e t  in f o r m a t io n ” a t t a c h m e n t .  N o  d o c u m e n t s  w e r e  a v a i l a b l e  b y  p u b l ic a t io n  t im e  

“ S e c t i o n a l  - M in t z "
D is t r ib u t e d  b y  R o b e r t  M in t z ,  w it h  K & L  G a t e s ,  a c t in g  a s  c o n s u l t a n t  t o  D e p t ,  o f  R e v e n u e ;  N o  p r e s e n t a t io n  o f  t h is  
d o c u m e n t  w a s  g iv e n  d u r in g  j o in t  m e e t in g  o f  H o u s e  O i l  &  G a s  a n d  S e n a t e  R e s o u r c e s  C o m m i t t e e s  o n  O c t o b e r  2 1 ,  
2 0 0 7 .
( T h i s  w ill  b e  p r e s e n t e d  b y  M r . M in t z  a t  a  la t e r  d a t e )

“C o s t s  p r e s e n t a t io n ”
P o w e r  P o i n t  p r e s e n t a t io n  g iv e n  b y  C h e r i e  N i e n h u i s ,  P e t r o le u m  E c o n o m i s t ,  D e p t ,  o f  R e v e n u e  a n d  P a t r ic k  G a l v i n ,  
C o m m i s s i o n e r  D e p t ,  o f  R e v e n u e ;  b e f o r e  j o in t  m e e t in g  o f  H o u s e  O i l  &  G a s  a n d  S e n a t e  R e s o u r c e s  C o m m i t t e e s  o n  
O c t o b e r  2 1 ,  2 0 0 7 .

“ In t r o  a n d  e q u a l . . . "
A d m in is t r a t io n ' s  p l a n n e d  p r e s e n t a t io n  a g e n d a  f o r  j o in t  m e e t in g  o f  H o u s e  O i l  &  G a s  a n d  S e n a t e  R e s o u r c e s  
C o m m i t t e e s  o n  O c t o b e r  2 1 ,  2 0 0 7 .

“ N S _ o g . . . ”
A la s k a  N o r t h  S l o p e  a r e a  o i l  &  g a s  a c t iv it y  m a p  p r e s e n t e d  b y  K e v in  B a n k s ,  A c t in g  D ir e c t o r , D i v .  O i l  &  G a s ;  b e f o r e  
j o in t  m e e t in g  o f  H o u s e  O i l  &  G a s  a n d  S e n a t e  R e s o u r c e s  C o m m it t e e s  o n  O c t o b e r  2 1 , 2 0 0 7 .

“A n n u a l  E m p l o y m e n t . . . "
A n n u a l  E m p l o y m e n t  E a r n i n g s  R e p o r t  d is t r ib u t e d  b y  R e p r e s e n t a t iv e  M ik e  D o o g a n  in  j o in t  H o u s e  O i l  &  G a s  a n d  
S e n a t e  R e s o u r c e s  C o m m it t e e s  o n  O c t o b e r  2 1 ,  2 0 0 7 .
I m g - X 2 1 1 4 2 9 - 0 0 0 1  i n c l u d e d  in  t h is  m o r n in g s  e m a i l  c a n  b e  d e l e t e d .  It is  r e p la c e d  w it h  a  m o r e  c o m p l e t e  d o c u m e n t  
n o w  t it le d  ‘ A n n u a l  E m p l o y m e n t  E a r n i n g s ” ( f o r m e r ly  k n o w n  a s  i m g - X 2 1 1 4 3 4 - 0 0 0 1 ) .  # X 2 1 1 4 2 9  is  i n c l u d e d  a s  t h e



P*ge 2 o f2

la s t  p a g e  in  t h is  d o c u m e n t  

“ B a n k s  t o  S t e d m a n  m e m o *
D is t r ib u t e d  b y  S e n a t o r  S t e d m a n  d u r in g  j o in t  H o u s e  O i l  &  G a s  a n d  S e n a t e  R e s o u r c e s  C o m m i t t e e s  o n  O c t o b e r  2 1  
2 0 0 7 .

* A n  a d d i t i o n a l  d o c u m e n t  w ill  b e  f o r w a r d e d  a s  s o o n  a s  I r e c e iv e  it. T h i s  w a s  a  s h o r t  p r e s e n t a t io n  b y  R i c h  
R u g g i e r o  o f  G a f f n e y ,  C l i n e  a n d  A s s o c .

S a y  g o o d  n ig h t  G r a d e

Konrad Jackson
S t a f f  t o  R e p r e s e n t a t iv e  K u r t  O l s o n  
p h o n e  -  9 0 7 - 4 6 5 - 2 6 9 3



e Cost Sto

A l a s k a  D e p a r t m e n t  o f  R e v e n u e

O c t o b e r  2 1 ,  2 0 0 7



P r o d u c t i o n  T a x  R e v e n u e  

I n v o l v e s  T h r e e  U n k n o w n s

P r o d u c t i o n

■ P r i c e

■ C o s t s  —  O p e r a t i n g  

a n d  C a p i t a l



006 PPT Co
C o s t  A s s u m p t i o n  S o u r c e s :

■  H is t o r ic a l  d a t a  f r o m  2 0 0 2  -  2 0 0 4

■  P u b l is h e d  r e p o r t s  f r o m  c o n s u l t in g  f i r m s

C o n s u l t a t i o n s  w i t h  i n d u s t r y

R e v i e w e d  b y  L e g i s l a t u r e ' s  

C o n s u l t a n t s



P P T  F o r e c a s t  T i m e l i n e
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H o w  o u r  A s s u m p t i o n s  

C h a n g e d

C o s ts  h a v e  b e e n  a d ju s t e d  b a s e d  o n  

a c t u a l  P P T  t a x  r e t u r n  f i l i n g s

C o s ts  a r e  n o w  e x p r e s s e d  in  n o m in a l 

d o l la r s  ( h a v e  i n f l a t i o n  c o m p o n e n t )

A d d i t io n a l  d a t a  h a s  b e c o m e  a v a i la b le  o n  

w h ic h  t o  b a s e  f u t u r e  c o s t s

5



C a p i t a l  S p e n d i n g  a s  R e p o r t e d  i n  P P T  

T a x  R e t u r n s ,  M a r c h  2 0 0 7  a n d  

2 0 0 7  F o r e c a s t

C a le n d a r
Y ear

C apital S p en d in g  in Alaska 
in (m ill io n s  nom inal

2002 $1,296.7
2003 $1,186.8
2004 $1,136.9
2005 $1,268.0
2006 $1,665.3

S 2007 $1,817.0 I
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Cost Forecasts
North Slope Production and Costs FY 2008, 

per HB 3001 Fiscal Note and Spring 2007 Forecast
HB 3001 

Fiscal Note
Spring 2007 

Forecast

Production (barrels per day) 802,000 764,000
Operating costs ($millions) $1,076 $2,160
Capital costs ($millions) $1,052 $1,900

Total Costs $2,128 $4,060

Total Costs per Barrel $7.27 $14.56
Operating costs per barrel $3.68 $7.75
Capital costs per barrel $3.59 $6.81



C u r r e n t  R e v e n u e  F o r e c a s t s
A c t u a l  D O R  F o r e c a s t

Estimated Production Tax Payments (in $millions) Three Month Tax Calculation
July 2007 $184.5 | Average Price $72.96

i Aug 2007 $213.5! Less Transport -$6.44
Sep 2007 $166.7 Wellhead Value $66.52

t Total Payments - Quarter $564.7, Times production 0.702407
I
• less estimated credits & refunds Times days in Qtr 92

Total Quarter C $514.7i) Total prod value $4,298.4
♦ ^ Less Royalty -$537.3
1 Production mmBMs/day Total value at Pt. of Prod. $3,761.1

July 2007 0.724636
Aug 2007 0.724564 Capex/bbl $7.80

• Sep 2007 , 0.658021 Opex/bbl $8.35
Average 0.702407' Total Capex $513.0

1
L - Total Opex $525.0
Pries ‘$/bbl ANS WC Production Tax Value $2,723.1)

July 2007 $69.11
Aug 2007 $75.93' Tax Rate 22.5% i

-------iSep 2007 $73.83' 'Tax b/f credits & progressivity $612.7)
Average $72.96 IProgressivity tax rate 2.0%

i * ! 1Progressivity Surcharge $54.5)
Tax before credits $667.2'
Capex credits

i i Total after credits ($ 5 1 3 ^
. ! fPercent Error i

8



Tools for Forecasting 
Costs

■  *  R e q u ir e  c o s t  r e p o r t in g  ( c u r r e n t  a n d  
f o r e c a s t )

■  *  M o n i t o r  d a t a  s u b m i t t e d  t o  D O R

■ *  M o n i t o r  d a t a  s u b m i t t e d  t o  o t h e r  a g e n c ie s  
( e . g .  p la n s  o f  d e v e lo p m e n t )

■ M o n i t o r  p u b l i c l y  a v a i la b le  i n f o r m a t io n  
( e . g .  e c o n o m ic  in d ic a t o r s ,  la b o r  a n d  
m a t e r ia l  c o s t s )

♦ N e w  E n h a n c e d  T o o l  U n d e r  A C E S



Three Cost Forecasts
■  M i d ,  L o w ,  a n d  H i g h

■  A l l  C o s t s  i n  N o m i n a l  D o l l a r s

■  F o r e c a s t s  r e f l e c t  d i f f e r e n t  

a s s u m p t i o n s  a b o u t  u n p l a n n e d  

m a i n t e n a n c e  c o s t s ,  s p e n d i n g  

b e h a v i o r ;  n o t  s i m p l y  a  + / -  2 0 %

■  C o s t s  a n d  i n v e s t m e n t s  r e f l e c t  o i l  

p r i c e  c h a n g e s



I m p a c t  o f  L o w ,  M i d ,  a n d  H i g h  

F o r e c a s t s  o n  T a x  R e v e n u e s

Cumulative Forecasted Production Tax Revenues, FY 08 • 10, at $60/barrel ANS
WC, under Three Cost Scenarios

Mid
Cost Scenarios



u

Forecast Adjustments
F o r e c a s t i n g  i s  a  d y n a m i c  

p r o c e s s

■ D O R  a d j u s t s  p r i c e ,  

r e v e n u e ,  p r o d u c t i o n  

f o r e c a s t s  e v e r y  6  m o n t h s

■ C o s t  f o r e c a s t s  t o  b e  

r e v i e w e d  q u a r t e r l y  a n d  

a d j u s t e d  a s  n e c e s s a r y

1 2



Forecasting Improved
Through ACES

■ ACES requires more complete 
cost reporting, both monthly 
and annually

■ ACES requires forward- 
looking cost information

■ ACES provides clearer rules 
for defining lease 
expenditures

■ ACES improves audit function



C o s t s  P o l i c y  I m p l i c a t i o n s

■ Costs of production should 
not be ignored in tax policy

■ Understanding industry costs 
benefits the state

■ Cost sharing through credits 
puts state in "partnership" 
with industry
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ACES.
A laska 's  C lear and Equitable Share

A C E S  P r e s e r v e s  In v e s tm e n t  C lim a te

An Economic Evaluation

A n th o n y  F in iz za , P h . D 
O c to b e r  2 1 ,2 0 0 7



Alaska’s C lear and Equitable Share

F r a m e w o r k  a n d  M e t h o d o l o g y  f o r  A n a l y s i s

V B b o t  9 U I b V  ) 9 u Ib V  1 0 9 0 9 1 ^  t 9 l 4  -  V S H  •
F i n a n c i a l  M e t r i c s 9  [ O l^  t o



n a n c i a l  C r i t e r i a

A laska 's C lear and Equitable Share

P r o d u c e r  E c o n o m i c  M e t r i c s

N P V  -  N e t  P r e s e n t  V a lu e  ( “ V a lu e  t o d a y  

o f  P r o j e c t  C a s h  F l o w s ” )



“ Investment
Economics”

Net Cash Flow 
NPV10

■

Does the 
project have 

NPV>0 at 
stress price?

P r o d u c e r  P o in t-o f-V ie w

Financial
Evaluation

Legacy Fields

“ Reinvestment
Economics”

Net Cash Flow 
NPV10

A la s k a  P o in t-o f-V ie w

“Fairness”
Marginal

Government
Take

Life Cycle 
Discounted (10%) 
Government 

Take

A laska 's  C lear and Equitable Share

New Fields

Does the SOA 
receive a fair 
share of the 
economic 

profit?
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A laska ’s Clear and Equitable Share
ACES

Present value o f future cash flows including capital investment

This is the “ supreme” financial metric since a project with a 
positive NPV adds value to the firm 
-  Value of the firm = PV of all future cash flows

= PV of cash flows from assets in place 
+ PV of cash flows from future investments

Future cash flows discounted at rate that represents 
uncertainty o f cash flows and when they are expected

If a project generates cash in excess o f that to compensate fo r 
the risk taken, the value o f the firm increases



Year of Project

S ty liz e d  P ro je c t  C a sh  F low

Net Cash Flow from  Production
150

ACES
A laska 's C lear and Equitable Share
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C a s h  F l o w s  f o r  N e w  F i e l d s

f c -  .
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Annual Production

-4 3 2 1 I 2 3 4 5 6 7 •  9 10 II  12 13 14 IS 16 |7 16 19 20 21 22 23 24 2S 26 27 26 29 30
Production Vottl

Capital and Operating Costs

PiNoctlon Yild

ACES
A laska ’s Clear and Equitable Share

Annual Net Ca«h Flow
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P r o d u c e r  V i e w  o f  F u t u r e  O i l  P r i c e s

JggfcF( i r

A laska 's  C lear and Equitable Share
ACES

•  P r o d u c e r s  h a v e  b e e n  “ b u r n e d ”  b y  f o r e c a s t s  o f  h i g h  

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

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

•  P r o d u c e r s  w i l l  t e s t  t h e i r  p r o j e c t s  a g a i n s t  a  p r i c e  p a t h  

t h a t  i s  b e l o w  t h e i r  “ M o s t  L i k e l y ”  v i e w

-  They use the “ official price view”  as a speed limit to signal 
caution

-  By “ high-grading,”  they will have a suite o f projects resilient 
to price risk

-  Their price view lags the current market price by as much as 
5-7 years as prices rise, and by 2 years as prices fall.

-  Current “ best guess” view might be: $50/barrel
-  Producers will a lso “ stress” test their projects at $40/barrel
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C o m m o n  A s s u m p t i o n s  U s e d  I n  A n a l y s e s ACES
A laska 's C lear and Equitable Share

F o r  c o m p a r i n g  r e s u l t s ,  w e  h a v e  u s e d  a  c o m m o n  s e t  o f  a s s u m p t i o n s :

•  O i l  p r i c e s :

-  B a s e  c a s e  p r i c e ;  $ 6 0

-  S t r e s s  t e s t  p r i c e :  $ 4 0

-  A n a l y s i s  d o n e  a t  p r i c e  c o n t i n u u m  f r o m  $ 2 0  t o  $ 1 0 0

•  I n f l a t i o n :  3 %  p e r  y e a r

•  P r o d u c e r  d i s c o u n t  r a t e :  1 0 %  a n d  1 5 %  ( r e s u l t s  s h o w n  a t  1 0 % )
■

•  S t a t e  d i s c o u n t  r a t e :  5 %  a n d  8 %  ( r e s u l t s  s h o w n  a t  5 % )



Are Mature Field 
Economics 
Preserved?

Is NPV10>0 for 
Reinvestment 

Economics at $40 
(stress test prices)

Are New Field 
Economics 
Preserved?

Is NPV10>0 at 
$40 (stress test 

prices)

‘■ m -

Alaska 's C lear and Equitable Share

Consider Tax 
Plans that fall 

within a 
Revenue Range: 
$1400 - $2200 M 

at $60
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Alaska 's Clear and Equitable Share
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A n a l y s i s  o f  N e w  F ie ld s
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A laska 's  C lear and Equitable Share

Hypothetica l fie ld s  b a sed  on opera ting  and capita l costs , 
and p roduction  p ro file s  o f  known fie ld  types
S o u rc e  o f  in form ation derived from  public ly a va ilab le  
data , and  industry in form ation supp lied  in sta te  agency  
in teractions
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'  C h a r a c t e r i s t i c s  o f  S e v e n  F i e l d s
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Alaska 's  C lear and Equitable Share

A :  M e d i u m  h e a v y  o i l  s a t e l l i t e  i n  e x i s t i n g  m a t u r e  u n i t  

B :  O f f s h o r e  s m a l l  r e s e r v e s  

C :  S a t e l l i t e  i n  e x i s t i n g  u n i t  

D :  R e m o t e  f i e l d  

E :  N e w  u n i t  w i t h  v e r y  h e a v y  o i l  

F :  O f f s h o r e  m e d i u m  r e s e r v e s  

G :  N e w  u n i t  w i t h  l a r g e  r e s e r v e s

yri it

R e s e r v e s  r a n g e  f r o m  4 0  t o  3 0 0  M B

V a r i o u s  c o m b i n a t i o n s  o f  o w n e r s h i p s  a m o n g  i n c u m b e n t s ,  s m a l l  

p r o d u c e r s ,  n e w  e n t r a n t s

L !

mmmmm
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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

C h a r a c t e r i s t i c s  o f  t h e  S e v e n  F i e l d s
F i e l d  A  F i e l d  B  F i e l d  C  F i e l d  D  F i e l d  E  F i e l d  F  F i e l d  G

Legacy Field •

Satellite •  •

Stand Alone 

Heavy Oil

Reserves (MMB) 80 60 40 200 100 120 320

Ownership E x i s t i n g  N e w  E x i s t i n g  N e w  E x i s t i n g  N e w  E x i s t i n g

Capital ($/B) $11 $10 $11 $13 $16 $8 $5
Expense ($ I B) $7 $9 $8 $12 $8 $5 $6

•  •
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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

N e t
-  ACES: 10% Floor
-  ACES: No Floor
-  PPT (Status Quo)
-  35% Mature Fields / 22.5% Other

G ro s s
-  13% / No credits
-  16% / With 20% credits
-  16% / No credits
-  19% / With 20% credits
-  Back-end loaded progressive tax table / With 20% Credits

* * All Models use a progressivity factor

*
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A C E S
D E S C R I P T I O N  O F  N E W  F I E L D  M O D E L  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

C A S H  F L O W  S C H E M A T I C  F O R  S I N G L E  Y E A R

TO TAL REVEN U ES: (VOLUME X ANS W EST CO AST PR ICE) 

La ss :
Shipping 
TA PS Tariff -

n  G RO SS VALUE (AT THE POINT OF PRODUCTION)

Le ss :
Upstream Capital Costs 
Upstream Operating Costs »

D IV ISIBLE INCOME

Less :
Royalties =

TA XA BLE INCOME FOR PRODUCTION TAX 

Less :
Production Tax »

TA XA BLE INCOME FOR INCOME TAX 

Le ss :
State Corporate Income Ta 
Federal Corporate In u o n u Tax ■

I E T  P R E S E N T  V A L U E

DISCOUNTED NET CASH FLOW  YEA R  1

JISCOUNTED NET CASH FLOW  YEA R  2

+ DISCOUNTED NET CASH FLOW  YEA R  3

+ DISCOUNTED NET CASH FLOW  YEA R  4

+ DISCOUNTED NET CASH FLOW  YEA R  5

♦ DISCOUNTED NET CASH FLOW  YEA R  6

+ DISCOUNTED NET CASH FLOW  YEA R  7

♦ DISCOUNTED NET CASH FLOW  YEA R  8

+ DISCOUNTED NET CASH FLOW  YEA R  9

-i- DISCOUNTED NET CASH FLOW  YEA R  10

♦ DISCOUNTED NET CASH FLOW  YEAR

♦ DISCOUNTED NET CASH FLOW  YEA R  

+ DISCOUNTED NET CASH FLOW  YEAR

♦  DISCOUNTED NET CASH FLOW YEA R  Last Year ■

N ET CASH  FLO W  FO R A  S IN G LE Y E A R N ET P R ES E N T  VA LU E

17



0.0020Low R a te -N a  Credits

0.0020
Former Tax ho ELF
High Rate Rat Tax

SMino Seal* ___ Tax Table S Y r  Holiday

25.0%25.0% 0.0020ACES - 10% Floor
23.0%ACES - NO Floor

0.0025PPT Status Quo
0.0030iliehN rtTax

Other I Progressivity j Capital Industry 
Incentives I I Investment I

I  C re d it . | | FJeMA I FieldB I FWdC L F,

NPVl&10^ati40/bbl realANSWC(mmi)
■ Vt

A 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

N e w  F ie ld  T a x  A n a l y s i s  - N P V  Im p a c t

10 eo 40 40 (900) 210 1.000

120 60 40 40 (300) 210 1.00& *

180 50 60 1 fr <<2wn ■'*520 -c; ; 1,100
150 50 50 0 \ tSo)' ' • 140 1.100

NET PRODUCTIONTAX SCENARIOS .....
Sc a nark> Rate Progressivity

Mature
■ i •

Other
FleWs Fields Trigger I Rats

Investment _   'r" rvi  '•
Credit l f~FMdA I FieldP I FMdC | EtfflJB I FtoW g f \  a S T


