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Under almost all of the operating conditions
considered PRRT is more advantageous for the

Very .
High Medium Low Low Investor.
S Oil Price ($USD) 70 56 42 -
s Reserves (million barrels) 250 100 50 25  Both regimes are regressive, though the degree
?s;e;::obpan:r?)t Capital Costs 175 15 125 10 of regressiveness is lower under PRRT. This can
B ackground Sy [ @ E N E e G © 1 5 ) result_ In high tax takes as projects become
Development Phase (years) marglnal.
In 2010 the Australian Government proposed to Development Drilling Costs 50 45 40 -
replace the existing PRRT by 2012 with an (% of development capital Real Post-Tax Returns ($million) @ 10% Discount Rate
N - - - costs) Oil Price: $56, 100mmbbls
admlnlstratlvely_ S|mpler RSPT. Th_ls was rejected operating Costs (% of 7.25 65 575 - 51,000 - $PI0
by the extractive industries which led to the accumulated development > $800 - = RSPT m PRRT
Q.
withdrawal of the proposal, and the eventual fall costs) < %600 -
. . isk- % .0% .5% - ©
of the Rudd Government. This study examines E'os:t I;;e(?aI:ittZTESt Rate 71:// ié’; 403// _ e ea00
what would have happened if the RSPT was £ 4200 -
enacted. Specifically, it aims to answer. under _ 0 -
which of the tax regimes a new investor in Stochastic (Monte Carlo) 10 12.5 15 17.5
offshore Australia would have been better off? Variables Values Distribution Development Cost, $ per barrel
o DRRT Mean St. Min Max
. RPT PRRT Dev. In terms of post-tax returns arising from a project
Most capital expenditure Capital expenditure is Normal, at the development stage, an investor is better off
written-off over time immediately expensed Oil Price 56 25% 5 170 RMee? under the PRRT regime as it prowdes a better
Transferable expenditure Limited transferability of o fin — mgl protection from downside risks.
loration expenditure Reserves 100 30% O Infinity Lognhorma
eXP Development 125 10% 5 20 Normal _ N
Refundability of unutilised ~ No refundability of unutilised | o] i Fee The results are also consistent when probability-
expenditure expenditure Development 45 5% 1% Infinity  Normal adjusted full distribution of possible values for the
One allowance (uplift) rate for ~ Eight uplift rates for capital Drllllng-Costs o 10 - risky variables are considered under Monte Carlo
, _ , Operating Costs 6.5 1.25% 1% Infinity  Normal analvsis.
all capital expenditure expenditure . . y
HEEAES e LEEE 6% 1.5% 1% Infinity  Normal
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