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Uochted Felruery 21, 2007 FY2007 OIL AND GAS SUPPLEMENTAL
B
General Federal Other Fund Tola LFD Notes

See. 1D U or
Funds Funds Funds Source Funds

No. Department Component or Capital Supplemental Need
IVork related to the stale p.as pipeline and lirinj'inj; North Slope natural jiis to 21,500.0 21.500.0 Anticipated expenditures:

market,and other oil and p.as projects. Ihe Department otlaw 'sOil, Gas & Mininp,

sertinn continues lo play a major role in lhe Slate's top priority project related lo the FYo7 $58.700.000
construction of a pas pipeline and hrinpinp, natural pas lo market. A mimherof FY08:512.800.000
contracts with outside counseland experts are underway and willcontinue lo be

needed as nepotiations continue. In addition the IVputimcnt of | aw anticipates the

l.xxon Royalty Uenpener will po In trial in either FY 07 or FY 0S and continues lo

prepare tora lour to five week hearinp before Ihe letlerail nerpv Uepulalion

(ommitlee (li-UC) considering (in pari) the state'sand Anadarko's challenges to the

IransAlaska I'ipelie.e Service (1/M’S) 2005 I I KC Liriif.

I I<w Capital-0il,G6as SrMinin),

Gas I'ipeline Analysis (>,550.0 RFP Consultant: S4.5 million

Outside expertsand consultants will he retained for work related to the pas pipelin +, FERC Experts and Outside Counsel. S 1.25 million
includiup outside lepalcounseland expertson federal pipeline law and Il UC Additional Work Needs: $800.0

procedures, A consultant lo advise Ihe slateon crallinp an Ul I1consistent with the

AlaskaGasime Inducement Ait (AC.IA) lor pasline proposals and with analy/inp

those pioposals under AC.IA will also he retained.

2(a) Natural Kesiuirn's Capital (>,550.0

1,5000 The Point Thompson appeals were filed in December 2006. so

2(h) NaturalUoMuines Capital Oiland Gas Iease |ilipatinn 1.500.0
I'his projivt will help offset Ihe costs ol litipatinu aiismp out ol the I)NK's exercise ol funding is not included in Ihe current FYO07 or FYO08 budgel
the stale s riplits under its leases ami the unit agreement (l'omt Iltomson appeal)
I'his retjuesl will help lum ! theios|s oloutside expertsami lepalcounsel
((a) Uevomie (aptlal Commercialisationol North Slope Gas 5.000.0 (.(IXJ])Thefunding for the twoeconomists (currently on staff) is based on
S110 5-two internaleconomists lo work on pasline issues 17 months work, the funding for contractualeconomic and legal
SI.tM 10 lor Iwo contraclual economistsam |/orcommen ial analysts' litms to assist in analysis is an estimate of what might be needed under AGIA.
moilelinp amianaly/inp lax incentives ami impails. inatkelinp options and criteria h
evalnale applicants ami pioposed projects
Siin*)nlor sjhiiali/ed lepaliourisel
s'0.0 |,,i other +osts, in. liiilmp Imam ialam! lepal lesean h
((>) Kevemie I\ I Msisinn I'etroleum 1'Im Im lion lax (IT I)iinplemenlati(>ncosts 5217 521 7 Fiscalnole identifies almost S| * million for a full years
$:01 7 for three positions amiionli.uls lot devolopinp repulittons, expenses lot implementation Thatis the amount requested for FY08 This is
identified as the bare minimum necessary for FYO07

pul'll* hearmps.tml lepalatlxue on icy," (alums

On This language appropriates the funding (or tho transferable lax credit

"(i) Uevenue las | 'isisten lanpiiapo lo allow Ihe ilepailment lo make telunds lot capitalexpemhluiex and lease
bids as piov id. il m lhe I'I'l . AS 11 55024 (1) refunds in KYO7 Expected to bo significantly less the projected S25
million in the Gov's FYOfl budgel
I(.0 NaturalUesnunes (»isripeluie I'slem| lapse dale Mom lime 40.2007. lo lime 40.200.4. lot ihe Molten I'l Uo.ld rtphl ol ilIHAs 0f2/20/07
wax peim illm p niulliw e.it alltn alioit in six 7 (d)(1),ill I*. % A 2005, pp Ilas Btillen Pt Road appropriation, original amount = $2,400 0 and the
ailiemletl I\ m\ 4 |(i),ih 42.s| A200n, pp 1,0 Ilieamount ospe,led lo he current balance = §534 0:
available inS1000
Oil & Gas Incioascd Workload appropriation, original amount =

) ) . ) R . ) $2 025 0 and the current balance r S776 3.
I'lie lapsei-slension also applies lo set '/(d)(2) | «ivision ol O il athl | .is Im teased

Woikload. whi hripiiss|50(llo heavailable Commissioner's 0lhco Workload appropriation original amount =

S150 0 and tho current balance = Sfl0 6

I'lie lapse extension alsoapplies lo se> 7(d)| () ( omimssiouer solliie im leased
woikload ilns allisalion isexpeih d lo he lullv expended bv (line (0. 2INI7

|, =l)e



FY2007 OIL AND GAS SUPPLEMENTAL

Uochated Fdauery 21 2007
A B 1 c L D \ E [ F L 6 H [ L | .
Sec. KDU or General Federal Other Fund lota LFD Notos
1 No Department Component or Capital Supplemental Need Funds Funds Funds Source Fund
4(b) Administration Alaska 0 il and Gas Ixleiul the lapse date from June 111, 2007, to June 30, 2111)8, for the pas pipeline (). $1.2 million was appropriated for FY06-07. $950.0 already obligated
Conservation Commission development multi-year appropriation made in sec. 20(a), ch. 3, FSSI.A 2003, pp. ItIfi, through the end of this year leaving $250.0 balance. This extension
line 21. lhe amount expected to be available is $250.0. will allow the department lo wrap up current work on studios needed
lo set gas off lake rales for PI. Thomsaon.
9
4(b) Natural Resources Gas Pipeline | xleiul lapse date from June 30,2007, toJune 30,2000, for the j\as pipeline risk 0.1 As of 2/20/07:
analysis and royally issues multi-year allocation in sec. 20(c)(1), ch. 3, 1 SSI.A 2005, Gas Pipeline R;sk Analysis appropriation, original amount = $2,500.0
pp. 107, line 2. IThe amount expected to be available is $1,500.0. and Ihe current balance = S1,661.6:
lhe lapse extension also applies to sec. 20(c)(2) pas pipeline corride V Inwards cas Pipélirle Cor'rildorGeoIogic Hazards & Resource Evaluation
) . L approprialion. original amount = $2,000.0 and lhe current balance -
and resourceevaluation. lhis allocation isexpected to be fully exp*" e 30, $715:
2007.
10
4(b) Revenue Commissioner's 0ffice Fxlem | lapse dale from June 30,2007, toJune 30,2008, for the pas pipeline thll Funding Is being used in FYO7 lo fund the 2 exempt gasline
development multi-year appropriation made in sec. 20(e), ch. 3 1SSI.A 2005. pp. 107, economists currently working for Ihe department. FY08 funding for
line 13. Ihe amount expected lo he available is $100.(1. these positions is being requested in the $3 million request in 3(a)
11 above
1(b) Revenue Alaska NaturalGas I xleiul lapse dale from June 30,2007, to June 30, 2008, for Ihe pas pipeline (r
IVvelopmenl Authority development multi-year appropriation made in sec 20(f),ch. 3,1 $SI A 2005, pp 107,
1? line In. lhe amount expected to be available is $500.0.
4(0 NaturalResources Gas I'ipeline Ixlend lapse date from June 30,2007, lo June 30,2008, (or the liullen I'l. Ko.nl ripht-ol 0il As of 2/20/07.
way permitlinp multi-year allocution in six-. 20(d)(1),ch. 3, FSSI.A 2005, pp. 107, line Bullen Pl Road Righl-of Way Permitting approprialion. original
10, as amended by sei 31(d), ch.82,S1 A 20(16, pp. 151. lheamount expected to be amount = $800.0 and Ihe current balance = $800.0;
available is $800.0.
0il & Gas Increased Workload appropriation, original amount =
. ) ) L ) $675.0 and Ihe current balance = $106.1;
Ilie lapse extension also applies lo sec. 20(d)(2) Ilivision of 0 il and Gas Im leased
Workload. 1lns allocation isoxpeiled lo be fullexpended by June 30, 2007. Commissioner's 0ffice Workload approprialion. original amount =
$50 0 and Ihe current balance = $20 0.
lhe lapse extension also applies tosix. 20(d)(") !l ommissioneis oilin'increased
uoiklo.nl. xsin.Itexpeils M0 01lo be available
13
14 5 lapse of Other Appioprialions on
15 < Kello.Hlivilv 0.0
1(3 i Immediate File* live 1Kkite 0il
17 Oiland Gas Supplemental Hill Fol.il 33,0717 0.11 0.0 0.0 33,0717
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FY2007 OIL AND GAS SUPPLEMENTAL

Siipplemenlal Need

Work related to Ihe stategas pipeline and bringing North Slope naturalgas to market,

and other oil and gas projects.

The Department of Law 's 0 il,

Gas U Mining section

continues to play a major role in the State's top priority project related to the
construction of a gas pipeline and bringing natural gas tomarket. A number of
contracts with on,side counseland experts areunderway and willcontinue tobe
ue. In addition the Department of Lew anticipates the
Exxon Royalty Reopener will go to trial in either FY 07 or EY 08 and continues to
prepare fora four to five week hearing before the Federal Energy Regulation
Committee (FERC) considering (in part) the state'sand Anadarko's cliallenges to the

needed as negotiations contin

TransAlaska Pipeline Service

Gas Pipeline Analysis

(TAPS) 2005 FERC tarriff.

Outside experts and consultants will be retained for work related to the gas pipeline,
including outside legal counseland experts on federal pipeline law and FERC

procedures.

proposals under AGIA will al

Oiland Gas Lease Litigation

so be retained.

A consultant lo advise the state on crafting an REP consistent with the
Alaska Gasline Inducement Act (AGIA) forgaslinc proposals and with analyzing those

This project will help oifset the costs of litigation arising out of the DNR's exercise of
the stale's rights under its leases and the iinti agreement (Point Thomson appeal).
request will help fund tlieco.!.of outside experts and legalcounsel.

Commercialization of North Slope Gas

$419.5

-two internaleconomists to work on gasline issues

Ibis

$1,360.0 for two contractualeconomists and/or commercialanalysts' firms lo assist in

modeling and analyzing tax incentives and impacts, marketing options and criteria to

evaluate applicants and proposed projects
$1,169.6 for specialized legal counsel
$50.9 for other co .ts,including financial and legal research

Petroleum Production Tax (PIT )im plementation costs:
$521 7 for three positions and contracts lor developing regulations, expenses for public

hearings and legaladvice on regulations

Language lo allow the department to make icfunds foriapitalexpenditures and lease

aids as provided in the PPL, AS

Extend lapse dale from June 3

way permitting inulli vejr allocation msec.

amended by sec.31(e), ch.
is $100.0

]'The lapse extension alo applies to sec. 7(d)(3

iVotkload, which expec S

lie: lapse extension al 0 pplii-.
V.'KIQ.
oYieV the lap

]h|sa o a jon |%exp

55 023(1).

9,2007, 10 June 30,2006, for the Pullen Pt Road right ol-

7(d)(1)cl| .5A2|05pg 11, as

SLA 20", pg 151. The amount expected tube available

(Mo beavailable
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FY2007 OIL AND GAS SUPPLEMENTAL

Supplemental Need

Extend lapse date from June 30,2007, toJune 30,2008, for the gas pipeline risk analysis
and royalty issues multi-year allocation in sec.20(c)(l),eh.3,FS5LA 2005, pg. 107, line
2. The amount expected tohe available is $1,500.0.

The lapse extension alsoapplies tosec.20(c)(2) gas pipeline corridor geologic hazards
and resource evaluation. This allocation is expected tobe fully expended by June 30,
2007.

Extend lapse date from June 30,2007, toJune 30,2003, for the gas pipeline
development multi-year appropriation made in sec.20(e), ch.3 FSSLA 2005, pg. 107,
line 13.The amount expected tobe available is $100.0

Extend lapse date from June 30,2007, toJune 30,2008, for lhe gas pipeline
development multi-year appropriation made in sec20(0,cli 3, FSSI.A 2005,; ¢ 107,
line 16 The amount expected to be available is $500 0.

Extend lapse date from June 30,2007, toJune 30,2008, for the Bullen f't.Road right-of-
way permitting multi-year allocation in sec.20(d)(1),ch.3,FSSI.A 2005,pv 107, line
10,as amended by sec.34(d), ch.82,SLA 2006, pg. 151. The amount expected to be
available is $500.0.

The lapse extension also applies tosec.20(d)(2) Division <fOiland Gas Increased
Workload. Ihisallocation isexpected tobe fullexpended by June 30,2007

The lapse extension also appies to sec.20(d)(3) Commissioner's office increased
workload, which expects $10 0 to be available.

linp.seof Other Appropriations
Retroactivity

Immediate Effective Dale
Oil amiGas Supplemental Hill Total

E
Genera
Funds

33,0717

F
Federal
Funds

U] » f

6
Oilier
Funds

0.0

| .
Funi Total
Source Funds

0.0

00

0.0

0.0

00
00
till
0.0 33,0717
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Bullon Point Road Status Update
January 23,2007

DNU & Northern Region DOT&PF:

I he design work lor the project is being done under contract with Pcratrovich, Nottingham, and Dragc, Inc
(PND). The University of Alaska Fairbanks is developing hydrologic models to be used in the design and
environmental portions ofthe project, The COB permit application can be ready to submit upon instruction
to do so. Additional funding is needed to continue this project.

Pcratrovich, Nottingham, and Dnigc, lue - Project Status:

I'lie majority o fsurvey work and aerial photography was completed for both the Dcadhorse and DNR
Routes do mg the 2005 and 2006 Held season. Current cffoGs are focused on hydrology and hydraulic
analysis oi lie river and stream crossings, as well as developing preliminary crossing concepts. This work
is needed to develop layouts, but also to develop the environmental document. Other tasks PND is working

on include:

Ilydrology - Currently 2 years worth ofriver break up data have been completed for the

Dcadhorse and DNR Routes. A third year is needed to further define the break up events along

the two routes.

. Imagery and Aerial Photography - The orthophoto (July 2006) is complete ind available for use.
Satellite imagery for the entire project area is available.

. 11DAK data - l.idar data lor the project area has been collected, and is being processed. The data

will be available for use in March.

Preliminary Bridge design is underway, and the development ofthe Design Study Report lias

begun. Preliminary layouts, alignments, sections, details, and cost estimates due in February 2007.

Preliminary Road design has been completed, and alignments are currently being refined.

» Bathymetry data has been collected in the Bullen Point area fora proposed barge landing site. The
Contractor is developing barge site layout concepts.

¢« Preliminary Wetlands CilS data has been collected based on the National Wetlands Inventory

Mapping. Cultural Resource studies have been performed in the vicinity ofthe proposed river

crossings on both the DNR and Dcadhorse routes,

| 1rvitfimv

Ilie t'Diversity continues to monitor environmental data collection sites that were set up under an
agreement with DO | A Pl hi 2006. Currently the University is evaluating the data collected, and
developing the hydrologic baseline conditions lor the watersheds cast ofthe Dalton Iliginvay. Ilie
| imersitv is working on the following:

« | nvironmenial Monitoring station network is in place collecting environmental data (temp, wind,
pivcip, etc).
« Development of a website to access this data “real time.” |his website will be available ibis

spring,

« Developing Hydrologic models ofthe area - based on data collected to date, as well as
correlations to existing Kuparuk River Watershed data. UAF is currently developing a
preliminary model based on limited data collected to date. As more data is collected, the model

will he refined.

I undine is needed to extend the agreement lor the 2006*2(107 collection season. DNR funding of this
impoitant data is needed to continue

Alaska Department of | ransportat*’. i A: Public Facilities
Northern Region



Description of estimated expenditures for legal services in SB 82 and MB 138

February 27, 2007

Department of Law

Section 1

This section appropriates $21,500,000 to the Department of Law for legal services
related to oil, gas and mining. This request also covers legal services related to

preparing and implementing gas pipeline legislation.

This section is intended to cover an anticipated supplemental need of $8,700,000
for FY 07. and $12,800,000 for FY 08.

The categories of matters covered by this request are as follows:

Item FY 07 Supp FY 08
TAPS Tariff $2.6 million $1.3 million
Income Tax S2.S million $4.45 million
Royalty $0.3 million $1 million
Other Litigation $1.0 million $.05 million
Gas Pipeline $2 million $6 million
Total $8.7 million $12.8 million

Department of Natural Resources

Section 2(a)

This section includes a request for funding "outside legal counsel and experts on
federal pipeline law and FERC procedures as well as **[aj consultant to advise the
state on crafting an RIT consistent with the Alaska Gasline Inducement Act
(.AGIA) for gasline proposals and with analyzing (hose proposals under A( 11A"

Ihe funds requested in Section 1by the Department of Law related to the gas
pipeline arc primarily intended to cover advice with respect to legal issues related
to the AGIA and representation heli «*federal agencies.



DNR often uses experts to assist it in analyzing various oil and gas issues. DNR
usually does this under its own contracting authority. But some of these same
experts may also be contracted under the Department of Law through its counsel
depending on the particular subject matter or whether a matter is so closely-
aligned with the services a law firm is providing that confidentiality may be
appropriate. In those cases, DNR typically provides funds to die Department of
Law through an RSA. There is no duplication of legal services between DNR and

the Department of Law.

This request is intended to cover the costs of those experts to the extent that they
are retained through the law firms assisting the State.

Section 2(h)

The Department of Natural Resources typically utilizes the services of economists
and other experts to analyze lease characteristics and potential lessee obligations
that may become relevant to litigation. In many instances. DNR mid the lessees
successfully negotiate royalty settlements without resorting to arbitration or
litigation. In the event that litigation is imminent or ongoing (as in the case ofthe
Ft. Thomson unit), these activities are often directed by outside counsel and the
experts serve as subcontractors to the outside counsel. This request is intended to
cover the costs when those experts are billed through outside counsel contracts.

Department of Revenue

Section 3(a)

if changes to the State's fiscal regime become part of any gasline proposal, or
there are potential impacts to State finances and bond ratings from a gasline
proposal, outside counsel specialized in financial issues may be required. While
the Department of Law oversees all legal work done on behalfof the State, this
request is intended to cover the costs if and when the Departments of Revenue and
Law believe that specialized counsel if required in these areas.

Section 3(h)

file Department ofl .au iias utilized outside counsel with oil and gas production
tax expertise in developing regulations to implement the PPT. Ihis request is
intended to cover costs ,n the event that the Departments of Revenue and Law



believe that the further use of specialized counsel is required during the first year
of implementation.



