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Resource Super Profits Tax

Overview

This paper looks at key design and handling aspects of a Resource Super Profits Tax.
A. Design question 1: coverage of the RSPT
B. Design question 2: interaction of the RSPT with state royalties

C. Design question 3: a deal for the states
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G. Handling strategy 3: dealing with the states

Attachment C: Backgrouri'd" on a Resource Super Profits Tax

Tsr's Office, March 2010

%/25




S

A. Design question 1: coverage of the RSPT

There are different options for which projects the RSPT might cover - these are listed below with the highest
return options at the top, and the lower return ones towards the bottom.

*  We recommend further consideration of options 1 and 2 (which are variants of each other).

« The choice between these options (ie how big a transition credit to provide to existing projects) boils down
to how much we want to use the reform to fund. Spending on additional transition credits will reduce
spending available on other items {Section D draws the different spending priorities together).
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include all projects from the start. + Net revenue can be scaled
Existing projects get a credit equal to depending on the size of the
somewhere between the tax value of their transition ¢ -

assets and their market value. » Day 1 share price impact will '
also scale in proportion with the
smaller revenue impact {Zafie
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B. Design question 2: interaction of the RSPT with state royalties
There are three different options for how the RSPT interacts with state royalties

«  We recommend option 2.

Require the states to remove their royalties « Relies on State agreement to get
as part of introducing the RSPT off the ground. Places the

Commonwealth over a barrel in
any negotiations / public debate.

Provide a refundable credit for state royalties | < Doesn't rely on State agreement
Make an offer to the states to provide an to get off the ground.

ongoing payment/share of the RSPT revenues | * But also leaves open the

if they remove or phase down their royalties possibility of a single system,
which would be welcomed by
resource companies (especially
on complexity grounds)

Provide a refundable credit for state royalties | « Closes off the possibility ofa

Don’t make an offer to the states to share single system (which

RSPT revenues undermines the efficiency of the
reform and buy-in from
companies)




C. Design question 3: a deal for the states

Attributes of an offer

we recommend that an offer to the states should have the following attributes:

* This means that the offer might be thought of conceptually as having two components:

- A “cash out” component, which is designed to mimic the projections of existing royalties and put
states in the same position as they would have been with no change {including CGC interactions).
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G. Handling sfrategy 3: dealing with the states

Front foot strategy
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