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We have prepared some mock 2001 tax returns (based upon 2000 rates, etc – so they won’t be exactly accurate).  The assumptions we have used with respect to those calculations are as follows:

· Enron base salary 	$300,000
· Enron bonus 	$3,000,000
· Restricted stock award 	$1,008,149
· Enron stock option gains 	    $4,158,995
	$8,467,144

· We have assumed no investment income for the moment.  Any tax payable on investment income will erode the expected US refund.
· We have been advised by Jeannie at Enron that the total tax withholdings to date have been about $2,950,000.

We have calculated the stock option sourcing (how much of this stock option gain is subject to Canadian tax in the first instance because it relates primarily to Canadian service).  Thus approximately $3,400,000 of the stock option gain (or $5,050,000 Cdn) is subject to Canadian tax.  Canadian tax will be payable on that sum at 19.5% or about $985,000 Cdn (approximately $650,000 US).  

The foreign tax credit on your US return will be about $1,700,000.  This foreign tax credit arises because of the foreign source stock option gain of $3,400,000 and the foreign source restricted stock award of $1,008,000.  Overall this is expected to give a US refund of about $1,300,000 (as was noted above this refund will be eroded by US tax on investment income).  The reason that the US refund is not as high as the expected foreign tax credit claim is due to the fact that Jeannie has advised that the withholdings taken on your US compensation have not all been done at the top marginal rate.  Therefore, without any foreign tax credit claim there would be a significant balance due on the US return.

Laurie Paré
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