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MEMORANDUM S t a t e  o f  A l a s k a
Department of Law

TO: R e p r e s e n ta t iv e  D u g a n  

H o u s e  F in a n c e  C o m m itte e

DATE: F e b ru a ry  9 ,2 0 1 2

THROUGH:

FROM:

R e p r e s e n ta t iv e  B i l l  S to ltz e  

C o - C h a i r

H o u s e  F in a n c e  C o m m itte e

D a v e  B la is d e l l ,  D i r e c t o r ^  

A d m in is t r a t iv e  S e rv ic e s  

D e p a r tm e n t  o f  L a w

TEL. NO: 4 6 5 - 3 6 7 3

SUBJECT: O i l ,  G a s  a n d  M in in g  

O u ts id e  C o u n s e l fu n d in g  

f o r  D e p a r tm e n t  o f  L a w

I n  H o u s e  F in a n c e  C o m m it te e  m e e t in g  o n  F e b r u a r y  1st, y o u  re q u e s te d  a d d it io n a l  

in f o r m a t io n  o n  th e  D e p a r tm e n t  o f  L a w ’s $ 9 .0 5  m i l l io n  u n d e s ig n a te d  g e n e ra l  fu n d  re q u e s t  

( U G F ) .  I  u n d e rs to o d  y o u r  q u e s t io n  w a s  w h e th e r  th e  fu n d in g  w a s  a n  in c re a s e  f r o m  th e  

p r e v io u s  y e a r  a n d  c e n te re d  a ro u n d  th e  in f o r m a t io n  p r o v id e d  o n  p a g e  1 4 4  o f  L e g is la t iv e  

F in a n c e ’ s, T h e  F i s c a l  Y e a r  2 0 1 3  b u d g e t :  L e g i s l a t i v e  F i s c a l  A n a l y s t ’s  O v e r v i e w  o f  th e  

G o v e r n o r ’s  R e q u e s t .

T h e  re q u e s t is  n o t  a  $ 9 .0 5  m i l l io n  in c re a s e  f r o m  F Y 1 2  a n d  s h o u ld  b e  v ie w e d  as  

m a in te n a n c e  le v e l  fu n d in g .  T h e  c h a r t  b e lo w  c o m p a re s  th e  a m o u n ts  a p p ro p r ia te d  f o r  F Y 1 2  

a n d  th e  F Y 1 3  re q u e s t:

F Y 1 2 F Y 1 3  R e q

O u ts id e  C o u n s e l -  u n r e la te d  to  th e  G a s lin e $ 8 , 1 1 6 . 0 * $ 6 , 1 5 0 . 0

G a s lin e  fu n d in g $  2 ,0 0 0 .0 $  2 ,9 0 0 .0

T o t a l  fu n d in g $  1 0 ,1 1 6 .0 $  9 ,0 5 0 .0

♦Including supplemental request

T h e  $ 6 ,1 5 0 .0  is  b e in g  t re a te d  as a n  in c r e m e n t  in  th e  b u d g e t  b u t  w o u ld  b e  a d d e d  to  th e  

D e p a r t m e n t ’ s b a s e  b u d g e t  as p re s e n te d  in  th e  F Y 1 3  b u d g e t  re q u e s t. T h e  $ 2 ,9 0 0 .0  is  b e in g  

t r e a te d  as a  o n e - t im e  in c r e m e n t  a n d  w i l l  b e  b a c k e d  o u t  o f  th e  F Y 1 3  b a s e  b y  L e g is la t iv e  

F in a n c e  a n d  a n y  r e la te d  fu n d in g  w o u ld  b e  t re a te d  as a n  in c r e m e n t  in  th e  F Y 1 4  b u d g e t  

re q u e s t.

P le a s e  le t  m e  k n o w  i f  y o u  h a v e  a d d it io n a l  q u e s tio n s .
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MISSION
T h e  A la s k a  D e p a r t m e n t  o f  L a w  p r o s e c u t e s  c r i m e  a n d  p r o v i d e s  

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

b e n e f i t  o f  A la s k a ' s  c i t i z e n s .

1/31/2012 2



Core Services
Protecting the Safety and Financial 
Well Being of Alaskans

Fostering Conditions for Responsible 
Development of Our Natural Resources

Protecting the Fiscal Integrity of the State

Promoting Good Governance



(FY 13 GOVERNOR'S REQUEST)

Division Attorneys Support Staff Total

Civil 166 141 307

Criminal 127 118 245

Administrative Services 2 19 21

Total 295 278 573

1/31/2012



FY 13 Operating Budget Request
(Millions)

Division FY13 Governor’s 
Budget Request

FY12 Management 
Plan

Change

Civil 58.9 53.8* 5.1

Criminal 33.8 32.6 1.2

Administrative Services 4.5 4.2 0.3

BP Corrosion 0.0 9.0 <9.0>

Total 97.2 99.6 <2.4>

*lncludes m ulti-year operating o f $2.0 million carried forward into FY12

1/31/2012



FY 11 Return on Investment
( M i l l i o n s )

C o m m e r c ia l  a n d  F a ir  B u s i n e s s 7 , 0 3 6 , 4 7 0

M e d ic a id  R e c o v e r y  w o r k 2 , 5 2 7 , 6 8 1

E n v ir o n m e n t a l 3 , 1 2 9 , 1 2 7

C o l l e c t i o n s  U n it 1 0 , 5 8 6 , 3 6 7

O il, G a s  a n d  M in in g 1 1 0 , 2 1 9 , 2 9 7

R e g u la t o r y  A ffa ir s  a n d  P u b l ic  A d v o c a c y 1 1 , 3 0 0 , 0 0 0

Total 1 4 4 ,7 9 8 , 9 4 2

1/31/2012 6



PROTECTING ALASKANS
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Protecting Alaskans 
Cases Received

Calendar Year 2011

Felonies 7,591

Misdemeanors 22,271

Child In Need of
Aid 1,061

Other Cases 6,169
1/31/2012



P r o t e c t i n g  A l a s k a n s

■ S u p p o r t  G o v e r n o r ' s  S e x u a l  

A s s a u l t  D o m e s t i c  V i o l e n c e  

I n i t i a t i v e

■ S c r e e n  a n d  p r o s e c u t e  

S A / D V  c a s e s

■ C o ld  c a s e s

■ P r o m o t e  l e g a l  

r e p r e s e n t a t i o n  o f  S A / D V  

v i c t i m s

■  I n c r e a s e  v i c t i m  s e r v i c e s

■  I n c r e a s e  s c h o o l  a t t e n d a n c e

1 /3 1 /2 0 1 2

"Choose Respect" March, Deering Alaska
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Protecting Alaskans 
Commercial and Fair Business

Consumer Protection Unit 
Suits/Settlements

■ Resolved consumer 
complaints

■ Pharmaceuticals

■ Enforcement actions
1/31/2012 10



Protecting Alaskans 
State v. BP Exploration Alaska (BPXA)

■ 2 0 0 6  P r u d h o e  B a y  

p i p e l i n e  s h u t d o w n  

d u e  t o  c o r r o s i o n

■ U p c o m i n g  

a r b i t r a t i o n  o f  

r o y a l t y  d a m a g e  

c l a i m

1/31/2012

Sludge buildup prevented corrosion 
detection equipment from working 11



FOSTERING RESPONSIBLE 
DEVELOPMENT
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Fostering Responsible Development
P o i n t  T h o m s o n  ( S t a t e  v .  E x x o n  e t  a l )

■ L e s s e e s  d e c l i n e d  t o  p r o d u c e  

u n i t  r e s e r v o i r s  f o r  m o r e  

t h a n  t w o  d e c a d e s

■ In 2 0 0 5 ,  S t a t e  m o v e d  t o  

t e r m i n a t e  t h e  P o i n t  
T h o m s o n  u n i t  a n d  c a n c e l  
t h e  o i l  a n d  g a s  l e a s e s

■ W o r k i n g  o n  a  s e t t l e m e n t  - 
O r a l  a r g u m e n t  F e b r u a r y  8  

b e f o r e  t h e  A l a s k a  S u p r e m e  
C o u r t

1 /3 1 /2 0 1 2 13



Fostering Responsible Development 
Outer Continental Shelf

Federal Litigation
S h e l l  E x p l o r a t i o n  P l a n  f o r  

S u m m e r  2 0 1 2  D r i l l i n g  in  

B e a u f o r t  S e a

■ F e d e r a l  a g e n c y  B O E M  

a p p r o v e d  p l a n

■ N a t i v e  a n d  

e n v i r o n m e n t a l  g r o u p s  

a p p e a l e d

S h e l l  a n d  C o n o c o P h i l l i p s  

E x p l o r a t i o n  P l a n s  f o r  

C h u k c h i  S e a  ( L e a s e  S a l e  

1 9 3 )

•  P o i n t  H o p e  v .  S a l a z a r  

( 2 0 0 8 )  c h a l l e n g e d  

L e a s e  S a l e  1 9 3

*  S t a t e  i n t e r v e n e d

■  C o u r t  a f f i r m e d  l e a s e  

s a l e

■  M o r e  l i t i g a t i o n  

h o w e v e r  e x p l o r a t i o n  

p l a n s  c a n  g o  f o r w a r d
14



Fostering Responsible Development 
Outer Continental Shelf 

State Litigation
■ B e a u f o r t  S e a  A r e a  W i d e  

L e a s e  S a l e

■ R e s i s t i n g  E n v i r o n m e n t a l  
D e s t r u c t i o n  o n  

I n d i g e n o u s  L a n d s  

(R E D O IL ) s u e d  D N R o v e r  
a p p r o v a l  o f  L e a s e  S a l e

■ S t a t e  p e t i t i o n e d  A l a s k a  
S u p r e m e  C o u r t  t o  r e v i e w

■ P e t i t i o n  g r a n t e d
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Fostering Responsible Development 
Large Mine Permitting

N u n a m t a  A u l u k e s t a i  v .  S t a t e

■  D N R  i s s u e d  e x p l o r a t i o n  

p e r m i t s  t o  P e b b l e  L i m i t e d  

P a r t n e r s h i p

■  N u n a m t a  s u e d  t o  c h a l l e n g e  

p e r m i t s

■  C o u r t  a f f i r m e d  s t a t e ' s  r i g h t  

t o  e s t a b l i s h  a  p e r m i t t i n g  

p r o c e s s

■  N u n a m t a  a p p e a l e d
1/31/2012
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Fostering Responsible Development 
Bristol Bay Area Plan Litigation

S t a t e  v .  N o n d a l t o n  T r i b a l

C o u n c i l

■ Tribal councils sued 
state over how the area 
plan for Bristol Bay was 
adopted

■ Alaska Supreme Court 
upheld DNR's process

Wewenham

BRISTOL
BAY

Car** Mftnstiikfif a
,  . m

J *
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Fostering Responsible Development 
Clean Water Act Jurisdictional Guidance

■  4 3 %  o f  A l a s k a  i s  w e t l a n d s

■  E P A  a n d  C o r p s  o f  E n g i n e e r s  

w a n t  t o  e x p a n d  a m o u n t  o f  

w e t l a n d s  u n d e r  j u r i s d i c t i o n  o f  

t h e  C l e a n  W a t e r  A c t  i n  A l a s k a

■  F e d e r a l  i n t e r p r e t a t i o n  w i l l  

i n c r e a s e  f e d e r a l  o v e r s i g h t

■  A l a s k a  c h a l l e n g i n g  t h e  p r o c e s s  

a n d  c r i t e r i a

1/31/2012 18



F o s t e r i n g  R e s p o n s i b l e  D e v e l o p m e n t  

T o n g a s s  T i m b e r

■ T o n g a s s  N a t i o n a l  F o r e s t  w a s  

o r i g i n a l l y  e x e m p t e d  f r o m  

R o a d l e s s  R u l e

■ U . S .  D i s t r i c t  C o u r t  r u l e d  i n  

M a y  2 0 1 1  t h a t  T o n g a s s  n o t  

e x e m p t  f r o m  R o a d l e s s  R u l e

■ A l a s k a  a p p e a l i n g  d e c i s i o n  t o  

t h e  9 t h  C i r c u i t  C o u r t  o f  

A p p e a l s

■ A l a s k a  f i l e d  a  s e p a r a t e  a c t i o n  

i n  f e d e r a l  c o u r t  t h a t

t h e  R o a d l e s s  R u l e  i s  i n v a l i d

■ Alaska intervened in court case 
challenging Logjam tim be r sale

■ Sale upheld

■ Saved jobs fo r Southeast 
residents

1/31/2012



Fostering Responsible Development 
Navigable Waters/National Park Service 

Water Regulations

A l a s k a  a n d  J o h n  S t u r g e o n  

c h a l l e n g i n g  t h e  P a r k  S e r v i c e ' s  

l e g a l  i n t e r p r e t a t i o n

N a t i o n a l  P a r k  S e r v i c e  c l a i m s  i t  

c a n  e n f o r c e  f e d e r a l  r e g u l a t i o n s  

o n  n a v i g a b l e  w a t e r s  w i t h i n  A l a s k a

A l a s k a  c l a i m s  A l a s k a  N a t i o n a l  

I n t e r e s t  L a n d s  C o n s e r v a t i o n  A c t  

( A N I L C A )  p r o h i b i t s  t h e  N P S  f r o m  

r e g u l a t i n g  w h e r e  r i v e r s  a r e  s t a t e -  

o w n e d  n a v i g a b l e  w a t e r w a y s

1 /3 1 /2 0 1 2 20



Fostering Responsible Development 
Endangered Species Act

■ State challenges 
unwarranted listings of 
species as "endangered" 
or "threatened" and 
critical habitat 
designations

■ Where populations are 
healthy

■ When based on 
speculative models

1/31/2012 21



PROTECTING FISCAL 
INTEGRITY

1 /3 1 /2 0 1 2



P r o t e c t i n g  F i s c a l  I n t e g r i t y

■  C o u r t  o v e r t u r n e d  a n  e a r l i e r  

i n t e r e s t  r a t e  c a l c u l a t i o n

■  N o n r e s i d e n t  c o m m e r c i a l  

f i s h e r m e n  g o t  a  m o n e y  

j u d g m e n t  p l u s  i n t e r e s t

■  A l a s k a  S u p r e m e  C o u r t  c u t  

a b o u t  $ 5 0  m i l l i o n  f r o m  t h e  

j u d g m e n t

■ S t a t e  v .  C a r l s o n

■  C l a s s  a c t i o n  l a w s u i t  a g a i n s t  

t h e  A l a s k a  C o m m e r c i a l  

F i s h e r i e s  E n t r y  C o m m i s s i o n

\ V f S
'v \  , 1 H
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Oil, Gas and Mining
Decisions and Settlements
FY00-FY10 ($1.95 billion)

Tariffs,
625,859,366 ■

Non - Oil and 
Gas, 

12,596,757^

Royalty,

Oil and Gas 
Tax, 

1,136,650,515

176,998,599

1/31/2012



Protecting Fiscal Integrity 
TAPS Property Tax litigation

■  2 0 0 6  T r a n s  A l a s k a  P i p e l i n e  

p r o p e r t y  t a x  a s s e s s m e n t  

o n  a p p e a l  t o  A l a s k a  

s u p r e m e  c o u r t

■  2 0 0 7 - 2 0 0 9  s u p e r i o r  c o u r t  

d e c i s i o n  j u s t  i s s u e d  -  

p r o d u c e r  a p p e a l  e x p e c t e d

■  B o t h  d e c i s i o n s  i n c r e a s e  

p r o p e r t y  t a x  r e v e n u e s  f o r  

s t a t e

1/31/2012 25



Protecting Fiscal Integrity 
TransAlaska Pipeline Tariff Litigation

■ S t a t e  c h a l l e n g e s  

i n c l u s i o n  in  T A P S  t a r i f f s  

o f  h u n d r e d s  o f  m i l l i o n s  

o f  d o l l a r s  in  

i m p r u d e n t l y  i n c u r r e d  

c a p i t a l  p r o j e c t  

e x p e n d i t u r e s

■ J o i n t  h e a r i n g  b e f o r e  t h e  

F e d e r a l  E n e r g y  

R e g u l a t o r y  C o m m i s s i o n  

a n d  S t a t e  R e g u l a t o r y  

C o m m i s s i o n  o f  A l a s k a

i s  o n g o i n g

1/31/2012 26



PROMOTING GOOD  
GOVERNANCE
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Promoting Good Governance 
Education Constitutional Challenges

■ Longstanding education 
funding cases settled

■  M o o r e  v .  S t a t e

■ Plaintiffs challenged 
the constitu tional 
adequacy o f rural 
school funding

■  K a s a y u l i e  v .  S t a t e

■ P la intiffs challenged 
state's m ethod o f 
financing  school 
construction  and 
va luation  o f public 
school tru s t land

1 /3 1 /2 0 1 2



The Department of Law 
looks forward to working 
with each of you.

1/31/2012 29



D E P A R T M E N T  OF L A W  O IL , G A S  A N D  M IN IN G  S E C T IO N

M A J O R  L IT IG A T IO N

01/24 /2012

Case A d d t o x . Start Date Issue(s) and Status Costs * Value

TAPS Interstate and 
Intrastate Tariffs Strategic 
Reconfiguration (SR)

December 2004 Issue: Were $ 100’s of millions spent on pipeline 
capital project prudent expenditures? Project is 
currently about $500 million over budget at project 
approval. There are other issues related to these 
tariffs (Phase II) that will be heard after the 
prudence phase (Phase I).

Status: State, shippers, and carriers concluded 
seven weeks of concurrent hearings before the 
FERC and RCA on Phase I of the case in January 
2012. The parties will file post-hearing briefs with 
the Commissions and, after the FERC ALJ issues a 
recommended decision, the parties will file 
responses to that proposed decision. We anticipate 
that the FERC will schedule Phase II of the case to 
start in early July.

DOL Expenditures as of 11/30:
$11,924,616

Anticipated Future Costs: $2.9 
million through hearings before the 
Federal Energy Regulatory 
Commission and the Regulatory 
Commission of Alaska.

$15-20 million in refunds, $ 100's of 
millions impact on future royalty and 
production tax

TAPS 2009-Forward 
Interstate and Intrastate 
Tariffs and Feeder Pipelines

December 2008 Issue: Are newly filed TAPS interstate rates just 
and reasonable?

Status: The FERC ALJ issued an order on cost 
pooling in November 2010. The parties filed 
exceptions to various points and are awaiting a 
final decision and order from the FERC.

DOL Expenditures as of 11/30:
$752,868

Anticipated Future Costs: $1
million for Commission remand on 
pooling issue to ALJ and for 
litigation of going forward rate 
issues.

State settled primary issues resulting 
in about $9 million in additional taxes 
and royalties.

Tesoro Corporate Income 
Tax Case (1994-1998)

2004 Issue: Whether a company should have filed its tax 
returns on a unitary, combined basis and is subject 
to penalties.

Status: Superior court ruled in favor of the state 
Tesoro appealed to the Alaska Supreme Court and 
filed its brief in late November.

DOL Expenditures as of 11/30:
$2,311,750

V
Anticipated Future Costs: 
$30,000 through a final decision at 
the Alaska Supreme Court.

Approx. $13 million.

* Costs are from inception of case. Anticipated Future Costs will change as a result of scheduling and substantive decisions from the tribunal, decisions by client agencies, and 
positions taken by opposing parties. Some of the cases, such as tariff disputes, property tax litigation, and royalty reopeners recur every year and the new cases may be 
consolidated with existing cases. These estimates do not reflect costs for the new cases.

d  b ^ V ^ d  ' b  S b o  b r ^  Page 1 0f6



D E P A R T M E N T  OF L A W  O IL , G A S  A N D  M IN IN G  S E C T IO N

M A J O R  L IT IG A T IO N
01/24/2012

Case Approx. Start Date Issue(s) and Status Costs * Value

Corporate Income Tax Case Confidential Status: Confidential DOL Expenditures as of 11/30:
$113,679

Anticipated Future Costs:
$484,000

Confidential

TAPS Property Tax Case 
(Nonconfidential)

June 2006 

June 2007 

June 2008 

June 2009 

June 2010

June 2011

Issue: Whether DOR properly assessed property 
tax value of TAPS in 2006, 2007, 2008, 2009,
2010 and 2011. 2007-2009 cases consolidated for 
trial.

Status: Nine week trial ended in November 2011 
on consolidated 2007-2009 assessments. Judge 
Gleason entered a decision on December 29, 2011. 
2010and 2011 appeals awaiting scheduling for 
trial.

The 2006 TAPS valuation has been appealed to 
Alaska Supreme Court. Judge Gleason’s 2007- 
2009 decision raised the assessed values for all 
three years, and is consistent with her decision in 
the 2006 case.

DOL Expenditures as of 11/30:
$2,393,074

Anticipated Future Costs:
$1.6 million through trial on the 
2007-2009 assessments and Alaska 
Supreme Court appeal of Judge 
Gleason’s 2006 decision.

Decisions on appeal result in property 
tax revenue of $92 million for 2007, 
$124 million for 2008, $154 million 
for 2009, $194 million for 2010 and 
$173 million for 2011. State directly 
receives approximately 48% of this 
property tax revenue with remainder 
apportioned among North Slope and 
Fairbanks Boroughs and City of 
Valdez. Superior court 2006 decision 
resulted in approx. $112 million in 
additional property tax revenues.
The superior court’s 2007-2009 
decision substantially raised the 
assessed value of TAPS, which will 
result in higher property taxes, but 
also higher TAPS tariffs because 
property taxes are an allowable 
pipeline expense in ratemaking 
methodology. The higher property 
taxes will be shared by the 
municipalities and the state, and the 
state’s share will be offset to some 
degree by the higher tariffs effect on 
production tax and royalty revenues.

* Costs are from inception of case. Anticipated Future Costs will change as a result of scheduling and substantive decisions from the tribunal, decisions by client agencies, and 
positions taken by opposing parties. Some of the cases, such as tariff disputes, property tax litigation, and royalty reopeners recur every year and the new cases may be 
consolidated with existing cases. These estimates do not reflect costs for the new cases.
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Case ADDrox. Start Date Issue(s) and Status Costs * Value

Point Thomson Unit The DNR unit 
default decision in 
2005.

Issue: Whether DNR’s decision to terminate the 
Point Thomson Unit (PTU) due to the producers’ 
refusal to commit to development of the unit 
should be upheld.

Status: The Alaska Supreme Court accepted 
Law’s petition for review of Judge Gleason’s 
decision reversing DNR’s unit termination 
decision. Oral argument before the Alaska 
Supreme Court is scheduled for February 8, 2012. 
Related proceedings before AOGCC, the OAH, 
and the Supreme and Superior Courts are also 
stayed pending final decision in the unit 
termination appeal. Estimated resolution is 2015 if 
the state wins petition and 2018 if the case goes to 
trial de novo. DNR Commissioner is in settlement 
negotiations.

DOL Expenditures as of 11/30:
$2,836,494

Anticipated Future Costs:
It could be as low as $3.5 million 
for 1 lease terminations, appeals, 
and related proceedings if there is a 
remand to DNR, and as high as $10 
million if there is a trial de novo.

Hundreds of millions in additional tax 
and royalty if the PTU is developed.

Royalty Audit Anadarko 2008 Issue: Audit of 2004 -  2007 audit returns 
focusing on destination value.

Status: Anadarko filed an administrative appeal in 
November 2011.

DOL Expenditures as of 11/30:
$15,000.

Anticipated Future Costs:
$150,000.

$9 million

Royalty Settlement 
Agreement Reopener -  BP

Late 2008 Issue: The State is preparing to assess a claim 
under the Royalty Settlement reopener provisions 
regarding capital construction funds and other tax 
benefits that reduce BP’s transportation costs.

Status: Preparing arbitration claim. Anticipate 
resolution in 2013.

DOL Expenditures as of 11/30:
$413,401

Anticipated Future Costs: 
$1,000,000 through arbitration.

$15-20 million

* Costs are from inception of case. Anticipated Future Costs will change as a result of scheduling and substantive decisions from the tribunal, decisions by client agencies, and 
positions taken by opposing parties. Some of the cases, such as tariff disputes, property tax litigation, and royalty reopeners recur every year and the new cases may be 
consolidated with existing cases. These estimates do not reflect costs for the new cases.
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Case ADDrox. Start Date Issue(s) and Status Costs * Value

Royalty BP Audit 2007 - 
2010

Late 2010 Issue: Value and transportation costs in the 2007 -  
2010 period. Approximate audit claim of $6 
million which includes approximately $4 million 
related to the aforementioned Royalty Settlement 
Agreement Reopener -  CCF issue.

Status: DNR audit is in progress. Anticipate 
resolution in 2013 for leases not subject to royalty 
settlement.

DOL expenditures as of 06/30:
in-house DOL staff only.

Anticipated Future Costs:
$50,000

$6 million

Net Profit Share Audit BP 
in the MPU

2011 Issue: BP NPSL development and operating costs 
and revenue at the Milne Point Unit 2006-2007.

Status: Audit is in progress.

DOL Expenditures as of 11/30:
in-house DOL staff only

Anticipated Future Costs:
$300,000

$10 million

CP North Slope Oil Royalty 
Audit

2008 Issue: 2004 -  2005 audit of CP new form leases 
on the North Slope, including CRU.

Status: Audit issued 7/28/11; ConocoPhillips filed 
an administrative appeal in January 2012

DOL Expenditures as of 11/30:
in-house DOL staff only.

Anticipated Future Costs:
$400,000

$7 million

Net Profit Share Audit CP 
in the Colville River Unit

Mid-2009 Issue: NPSL audit regarding development costs 
back to 1991.

Status: Audit in progress.

DOL Expenditures as of 11/30:
in-house DOL staff only.

Anticipated Future Costs:
$50,000

Not determined.

CP Royalty Audit Beluga 
River Unit

Late 2010 Issue: Cook Inlet audit BRU.

Status: Audit Issued June 2011 
Working on confidentiality agreement for 
information sharing and case preparation.

DOL Expenditures as of 11/30:
in-house DOL staff only.

Anticipated Future Costs:
$100,000

$5 million

* Costs are from inception of case. Anticipated Future Costs will change as a result of scheduling and substantive decisions from the tribunal, decisions by client agencies, and 
positions taken by opposing parties. Some of the cases, such as tariff disputes, property tax litigation, and royalty reopeners recur every year and the new cases may be 
consolidated with existing cases. These estimates do not reflect costs for the new cases.
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Case Approx. Start Date Issue!s) and Status Costs * Value

Marathon Cook Inlet Gas 
Audit of Ninilchik Unit

2008 Issue: Royalty value audit.

Status: Paid under protest January 31, 2011 
Administrative appeal filed with DNR July 2011

DOL Expenditure as of 11/30:
in-house DOL staff only.

Anticipated Future Costs:
$150,000

$4.6 million

Northstar Production 
Allocation Dispute - BP

Late 2009 Issue: Dispute between the state and Murphy 
Exploration (Alaska) Inc. regarding allocation of 
production from the Northstar participating area 
between state and federal leases.

Status: Preparing for hearing.

DOL Expenditure as of 11/30:
$599,488

Anticipated additional 
expenditure: $500,000

$160 million plus

Net Profit Share Audit BP in 
Endicott

2011 Issue: BP NPSL development and operating costs 
and revenue at the Endicott 2006-2007.

Status: Audit is in progress. Anticipated to be 
issued 3/31/2012 at approximately $2 million.

CP North Slope Oil Royalty 
Audit

2010 Issue: 2006 audit of CP new form leases on the 
North Slope, including CRU.

Status: Audit to be issued by 2/29/2012.

Gas Pipeline January 1, 2007 Issue: Implementation of AGLA Gas Pipeline, 
analysis of related state and federal legal issues 
including AGIA licensee reimbursements, 
represent state’s interests before the FERC and 
federal agencies for gasline EIS and certification, 
analysis of state fiscal issues. Canadian legal issues 
related to gas pipeline through Canada.

DOL Expenditures as of 11/30:
$1,468,543

Approx. $7,096 million 
Total to date

* Costs are from inception of case. Anticipated Future Costs will change as a result of scheduling and substantive decisions from the tribunal, decisions by client agencies, and 
positions taken by opposing parties. Some of the cases, such as tariff disputes, property tax litigation, and royalty reopeners recur every year and the new cases may be 
consolidated with existing cases. These estimates do not reflect costs for the new cases.
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Status: DOL continues to require assistance of 
outside counsel with FERC and gas pipeline 
expertise for AGIA implementation related to 
Precedent Agreement process and timely FERC 
Certification as well as Canadian regulatory 
questions.

Anticipated Future Costs:
The FY09-19 Gasline Operations 
Summary sets out DOL’s 
anticipated costs for the next ten 
years. Please let me know if you 
need a copy of the Summary.

Quality Bank There have been a 
series of cases and 
decisions on this 
issue since 1979.

Issue: The producers and the State are disputing 
the method of monetarily accounting for 
commingling of different quality petroleum 
streams in TAPS.

Status: A D.C. Circuit decision remanding 
proceedings to FERC was issued 1/18/2011.

DOL Expenditures as of 11/30:
$749,713 

(past 6 years)

Anticipated Future Costs:
$5,000 or less. (This case has been 
in litigation since 1979.)

This case affects taxes and royalties 
to the State. Flowever, the value to 
the State goes beyond absolute dollar 
amounts because insuring fair 
accounting for the value of the 
petroleum stream tendered to TAPS 
encourages continued investment in 
Alaska.

* Costs are from inception of case. Anticipated Future Costs will change as a result of scheduling and substantive decisions from the tribunal, decisions by client agencies, and 
positions taken by opposing parties. Some of the cases, such as tariff disputes, property tax litigation, and royalty reopeners recur every year and the new cases may be 
consolidated with existing cases. These estimates do not reflect costs for the new cases.
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