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AIDEA 'sPrograms

CREDIT _—
Loan Participation Program

AIDEA can purchase up to an 80% participation in a bank originated loan,
with totalparticipation notto exceed $10 million, to develop, acquire, or

enhance Alaska business enterprises.

Business and Export Assistance Program

A loon guarantee program which providesfinancial institutions with a
guarantee ofup to 80%, not to exceed $1 million, on theprincipal ofthe loan.
Transactions are primarily intended to assist manufacturing enterprises to export

goods and services.

Conduit Revenue Bond Program

Issue revenue bonds which may be taxable or tax-exempt. AIDEA acts as a
conduit and neither the assets no*credit of AIEA or the State ofAlaska is at risk

in this program.



AIDEA'sPrograms

CREDIT (continued)
Rural Development Initiative Fund (RDIF)

The RDIF is a loan program designed to createjob opportunities in rural
Alaska by providing small businesses with capital thatmay notbe available
through conventional markets.

. Thisprogram provides loansfor working capital, equipment, or
construction.

J To be eligiblefor this loan, the business must be Alaskan-owned, and
located ina community of5,000 or less thatis notconnected by road or rail
to Anchorage or Fairbanks, or a population 0f2,000 or less that is
connected by road or rail to Anchorage or Fairbanks.

J DCED, Division oflnvestments, administers thisprogram for AIDEA.



AIDEA 'sPrograms

DEVELOPMENT FINANCE

Development Finance Program

Theprogram is designed tofinance the infrastructure necessary’to support
economic developmentprojects in Alaska.
« AIDEA owns theproject and is repaidfor use ofthe asset
* Theseprojects must have an economic benefitfor Alaska, be supported by
their local government, and befinancially feasible.
. Projects requiring more than $10 million in bonding require legislative

authorization



Recent Accomplishments

During FY2003, purchased approximately $39.7 million in loan
participations originated through financial institutionsfor business and
projects in Alaska. At June 30, 2002, had approved loan participation
purchase commitmentsfor an additional $29.3 million.

Continued to work with Teck Cominco Alaska and the U.S. Corp of
Engineers to study the potentialfeasibility ofa deep water port to
service the DeLong Mountain Transportation System.

Issued refunding bondsfor the Federal Express Aircraft. Maintenance
Facility, resulting in an annual debt service savings of $215,000.
AIDEA loaned the Four Dam Pool Joint Action Agency $77.1 million to
finance the purchase ofthe Four Dam Pool Project previously owned by
the Alaska Energy Authority. The loan is payable over 25 years with
Interest at 6.5% per annum.



AIDEA Loan Portfolio: Diversity and Performance

Loan programs play an important role in fulfilling AIDEA’s mission, while also providing a

long-term investment for AIDEA. Through loan participations and loan guarantees with the
banking industry, AIDEA provides opportunities to finance Alaska businesses.

(As of September 30, 2002)
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AIDEA Loan Portfolio: Diversity and Performance

(As of Sep.tem.ber 30 20(_)2)
Geographic Diversification
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Development
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Project
DeLong Mountain
Transportation System
(DMTYS)

Federal Express Aircraft
Maintenance Facility
Healy Clean Coal
Facility

| Suneel Coal Load-Out

Facility
Ketchikan Shipyard

Skagway Ore Terminal

] Snettisham
Hydroelectric Project

|
i Alaska Seafood Center

$257 million
$25 million
$56 million
$6 million
$3 million
$2 million
$89 million
$22 million

Finance

6/30/02
Net Book Value

Project has been in operation since 1990; a port
expansion was completed in 1999. Cominco pays
AIDEA $17.7 million per year in user fees.

Projects

of*

Facility is complete and in operation.

AIDEA purchased a 49% equity interest in the
facility in 1995 to help retain jobs related to coal

export.

This facility was transferred from DOT/PF and is

operational.

Temiinal is vacant.

-W

Revenue bonds were issued in 1998 to finance the
project. Project operations continue.

Start-up operations continue.
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Investment O verview

Investment Objectives

S Safety

S Liquidity

S Yield
Conservative Investments

S U.S. Treasuries

S U.S. Agencies

S Corporate bonds
Large portion managed by investment managers to increase return
Remainder Is invested to meet liquidity needs or are held by bond
trustee’s under bond resolutions.



Dividend Policy

The dividend program was created in 1996 and carefully structured to provide certainty and stability to the
Authority and its investors. The dividend policy allows AIDEA to make a contribution to the Gc leral Fund; provides
financial flexibility to the Board to determine the dividend; and provides substantial protection to the Authority’s bond
owners to insure their investment remains secure.

The dividend is to be not less than 25% nor more than 50% of the Authority’s net income for the fiscal
year two years before the year the dividend is to be paid (the “base year”). In no event may the dividend exceed base
year unrestricted net income as defined in statute. The AIDEA Board determines the dividend taking into consideration:
a) base year net income, b) income trends, c) project and loan flow projections, d) bond covenant impacts, e) rating
agency concerns, and f) unanticipated needs.

Recap of ADEA Dividends to State of Alaska

| Payable Nétblhc'ome!
June 30 Net Income In FY Dividend %

1995 37,461,096 1997 15,000,000  40.042%
1996 42,902,054 1998 16,000,000 37.294%
1997 42,880,361 1999 16,000,000 37.313%
1998 52,373,699 2000 26,000,000  49.643%
1999 37,092,829 2001 18,500,000  49.875%
2000 35,597,000 2002 17,500,000  49.161%
2001 40,299,000 2003 20,149,500  50.000%

Cumulative 288,606,039 129,149500  44.749%-



Bond Ratings/Bond Capacity

Following the implementation of AIDEA’s Dividend Policy in 1996, AIDEA’s market
acceptance significantly improved. In early 1997, for the first time, AIDEA was able to issue AAA
insured general obligation bonds when it completed the largest bond sale in its 30-year history. AIDEA
again received a AAA insured rating when it issued general obligation refunding bonds in 1998 and
2002. AIDEA has astrong underlying A(2) and A- rating by Moody’s Investors Service and Standard
& Poor’s respectively. Strong bond ratings allow AIDEA to have greater access to capital markets and
abroader investment pool, lowering borrowing costs for important economic development projects.

Since 1989, pursuant to AS 44.88.105(d), bonds issued by AIDEA may not carry the moral
obligation of the State, unless the moral obligation a) is specifically authorized by the Legislature, b)
secures bonds to refund moral obligation bonds originally issued prior to 1989, ore) secures bonds
issued for a power transmission intertie.

None of the new project bonds issued by AIDEA s'mce 1989 carry the State’s moral
obligation. Outstanding state moral obligation bonds as of June 30, 2002, total $10,735,000. This
represents only 4% of the total bonds outstanding of $271,065,000. Moral obligation bonds are not debts
or liabilities of the State.
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“Promoting strong communities
and a healthy economy”

Provide consumer protection through regulation of banking,
securities and corporations, insurance, professional

occupations and business licensing

Promote economic development in the state through
domestic and international promotion of tourism, seafood,
timber, minerals, and other products, and encouragement

of business and industrial development
Administer several loan programs
Foster the development of independent local governments

by providing technical, financial, and program assistance to

communities



The Department Consists of the
Commissioner's Office plus Seven Divisions

mAdministrative Services

mBanking, Securities, and Corporations
mCommunity and Business Development
mnternational Trade and Market Development
W (nsurance

W nvestments

mOccupational Licensing



The Department Houses Six

n Alaska Aerospace Development Corporation

mAlaska Industrial Development and Export
Authority/Alaska Energy Authority

mAlaska Railroad Corporation

m Alaska Seafood Marketing Institute
mAlaska Science and Technology Foundation
o Regulatory Commission of Alaska




Who We Are Total employees 507

Anchorage

Communit Economic Development
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uneadu

Bethel
Dillingham
Fairbanks
Kodiak
Ketchikan
BU
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Nome
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$151.8 million

General Funds
27%

Other Funds
59%

Federal Funds
14%



DCED

2%

Other Agencies

98%



Economic Development Issues
and DCED Strategies

Department’s role in resource development

Ol development is the most important revenue source for the state, but fishing,
mining, timber, tourism and agriculture industries provide the bulk of the jobs to

Alaskans.

Aggressively promote and revitalize our resource industries while being mindful
of our obligation to protect our environment.

Consult and work with the people of rural Alaska and regional governments in
making changes and implementing development plans.

Jobs in rural Alaska should first be for the people who live there.

Work with Native Regional Corporations to determine how the state might be
able to assist them in developing their resources.

A close working relationship between the State and the Alaska Native
corporations can provide the economic engine for Alaska.



Economic Development Issues

and DCED Strategies

Fishing Industry

» Fishing provides more jobs in Alaska
than any private industry.

% However, parts of the fishing industry,
particularly the salmon industry, are in
trouble.

® We are suffering from severely
depressed salmon market prices that
are, in large part, being driven by a
flood of farmed salmon.

« As a result, average ex-vessel prices for
Alaskan wild salmon are low.

 The department has worked closely with
the Legislative Salmon Task Force and
Is reviewing their recently released
report and recommendations for the
Alaska salmon industry.

W hat We Will Do
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Economic Development Issues

and DCED Strategies

Mining Industry

* Mining holds the potential to provide
thoultnds of high-paying jobs to
Ala |- but that potential is not
b -alized.

« Pe .ting problems, lack of
Ini.structure, and environmental
litigation delay development and
increase costs.

o Qther parts of the world do a betterjob
of attracting investment hecause their
costs are lower.

W hat We Will Do

» Work with DNR to help businesses navigate

permitting requirements; help coordinate
permits through the large project team
concept; and develop infrastructure in our
important mining regions, for example, the
Donlin Creek project in Western Alaska.

Seek the support of the Bush administration
for rail extension to Fort Greely to access the
new missile defense system, which would not
only benefit the military, but the mining and
agricultural sectors, as well.

Alaska has many promising mineral prospects
including the potential for world class mines at
Pogo and Kensington.

Establish a Governor’s Subcabinet on Rural
Development (DCED, DNR, DQT).



E conomic Developmentlssues

and DCED S trategies

Timber Industry W hat We Will Do

e The Murkowski Administration intends  Work with state, federal, local governments,
to do all we can to restore the timber and timber communities to promote business
Industry in Southeast Alaska. development and a positive investment

e This proud industry, which once. climate.
supported 4,200 jobs, now provides just
650 IJobs. _

 While we cannot bring back the heyday

of timber jobs provided by the integrated
pulp and sawmill industries of the 60%
and 70's, we can create an atmosphere
in which investors are willing to come to
Alaska to build plants and create jobs.



Economic Developmentlssues

and DCED Strategies

Agriculture W hat We Will Do

e There are many excellent success  Help work on a reorganization planto
stories from the MatSu Valley to Delta promote Alaska’s agricultural opgmrtumhes.
Junction, and from Kenny Lake to the Alaska's farmers can and should continue to
Kenai Peninsula. _ Prowde a significant level of self-sufficiency

* The recent Legislative Budget and Audit or Alaska's residents. _
report on the Division of Agriculture e Continug to assist inthe promation of the
pulls no punches in its indictment of the International sales of agricultural products
state's failed efforts to promote and such as asparagus, carrots, and potatoes.

assist the farming community.



E conom ic

and

DCED S trategies

Tourism

Alaska tourism provides countless business
opportunities for small business and
employment for thousands of Alaskans.

With improved access and new world-class
destinations OLr tourism potential is without
limits.

One example is the Kennicott/McCarthy area.
Why has ittaken so long for this area to attract
significant tourism? Access.

Access to Alaska’s largest park - the
Wrangell-St. Elias - was first built for mineral
exploration, via the Copper River Railroad from
the south to Chitina, and to the north, the
mining road to Nebesna. We who enjoy the
park today are the beneficiaries of our pioneer
ancestors who had the grit and the gumption to
carve that access out of the wilderness.
Additionally, we need a northern route into the
6 million acre Denali National Park, the state’s
number one tourist destination.

As we improve our transportation
infrastructure, we open new opportunities for
this industry and for people of all ages to
experience Alaska.

DevelopmentlIssues

W hat We Will Do

Work with industry to address the funding of
Alaaka tourism marketing and development
needs.
Help build infrastructure that promotes
tourism. _ _ _
Contract for marketing services to increase
awareness of Alaska as a visitor destination.
Provide research, plannm% and development
assistance to individuals, businesses,
organizations and communities interested in
tourism. |
Conduct reqular research projects to measure
Eofjle ekconomm iImpact of tourism activity in
aska.



E conomic Developmentlssues

and DCED Strategies

Pacific Rim Trade

e This is a critical time for Alaska
exporters. Itis important for Alaska to
maintain an active, effective trade

resence inthe state's traditional Pacific
im export markets during the current
worldwide business slowdown.

e The dollar value of qoods exported to
89 countries from Alaska totaled $2.4
billion in 2001, a decrease of less than
one percent from 2000.

What We Will Do

e Maintain active trade representation in key
foreign countries.

e Promote Government to Government
Relations so important to Alaska’s trading
partners.

 Connect buyers and sellers of Alaska
products. o

e Qrganize trade missions/in-bound and out-
bound.

e Participate intrade shows. .

e Provide information on web, in newsletters, in
customize reports and in seminars.



Business Recruitment and

Development

Inorder tc expand and diversify the
economy, Alaska must attract new
Industry and investment to the state.
Doing So will help expand employment
opportunities for Alaskans and diversify
the tax base. . .
Business and investment recruitment is
a highly competitive endeavor as cities,
counties and states across America
compete to attract business to their
communities. In reality, the competition
IS global. _ o

If Alaska is to succeed in attracting Its
fair share, sufficient resources to enahle
an effective, pro-active recruitment
program will need to be deployed.

W hat We Will Do

Spread the word about Alaska’s unique
advantages and attributes as a business
location. o

Conduct outreach by participating at trade
shows and advertising. . .
Respond to company requests for information
and technical assistance.

e Find partners for development projects
 Reauthorize and work with Alaska Rer;onal

Development Organiz_ations (ARDOR,! to
Bromote local and regional development..
romote Alaska as a location for film projects.



Rural Development

 The Northwest Arctic and North Slope
Boroughs have partnered togetherto
address economic development in their
regions and provide a model we will
encourage other regions to look
consider to identify ways to create
synerﬁles with other regmns to work
with the state to meet the challenges of
development together.
This administration recognizes the
contribution Alaska Natives and Alaska
Native organizations have made to this
ﬁreat state. We are committed to a
ealthy spirit of cooperation with the
Alaska Native community. As a majorit
of the state’s resource development wi
take place in rural Alaska, rest assured
that rural Alaska will have a seat at the
table during the decision-making
process.

W hat We Will Do

Work with Native Regional Corporations to
determine how the state might assist them in
development their resources.

Establish Governor's Subcabinet on Rural
Development (DCED, DNR, DQT). _
Work with the Denali Commission to provide

jobs in rural Alaska.

Coordinate with rural, federal, and state
agencies.

Ensure residents of small rural communities in
western Alaska get the maximum benefits
from our fisheries resources through the
Community Development Quota (CDQ)
Program.



Community D evelopment

and DCED S trategies

Community Development

e Experience has shown that community
development and economic
development must go hand-in-hand to
create healthy communities and strong
economies.

Issues

What We Will Do

Establish Governor's Subcabinet on Rural Development
DCED, DNR, DQOT).
oordinate with rural, federal, and state agencies.
Offer Land Management & Mapping - Ensure public
projects have site control, administer the Municipal Lands
Trust program; and produce and provide community maps
Support the Local Boundary Commission - Offer
recommendations regarding municipal boundary changes
and incorporations; provide administrative and technical
support to the Local Boundary Commission.
Provide Local Government Assistance - Ensure
municipalities are functions and viable; provide advice and
assistance regarding public services, financial
management, elections, ordinances, etc.; offer newly
elected officials training.
Offer Rural Utility Business Advisor ﬁRUBA) Assistance -
Encourage rural water and sewer utilities to operate as a
business; offer business, finance, personnel and
management assistance to local governments and
organizations.
House State Assessor & Assist/Monitor Local Froperty
Tax Determinations - Assist municipalities regardin?
assessment and tax issues; make local property full an
true value determinations; monitor local assessment
practices for compliance with State law.



Community D evelopment Issues

and DCED S trategies

Funding Resources

 More than 50 smaller municipalities

relg on state shared revenue for over
% of their ogeratmg budget.

. Commumtles ave experienced an
80% reduction intwo major revenue
sharing programs over the past 15
years.

W hat We Will Do

e Award and administer Capital Matchin

Grants, Community Development Bloc
Grants (CDBG), Communities Priorities
Program, Emergenc Shelter Grants, Federal
Payments in Lieu of Taxes (PILT) Legislative
Grants Mini-grant Program, Natlonal orest
Receipts, National Petroleum Reserve-Alaska
NPRA) Grants, Safe Communities (Municipal
smstance% Shared Fisheries Business Tax
and State Revenue Sharm%
Improve the coordination of community
Infrastructure development; coordinate and
conduct meetings with agency, community
and regional representatives to discuss
community projects.



and DCED Strategies

Information

* People often have misconceptions
about Alaska. Access to timely and
accurate Alaska information can
gum!e decisions to invest in Alaska

usinesses and communities.

What We Will Do

e Offer an array of primary source information
associated with business and community
development o‘oportumtles. _

e Maintain the Alaska Community Database,
Alaska Economic Information System .SAEIS),
Economic Development Resource Guide
(EDRG) and the Rural Alaska Project
|dentification Delivery System (RAPIDS)
capital project database.



R egulatory Functions Protect Consumers

The Department provides consumer W hat We Will Do

protection through regulation of _ .

banking, securities and corporations, e Continue to monitor and protect consumer
insurance, professional occupations, rlghts.

business licensing and utilities. . _
e Improve consumer access to information and

regulatory services. The department will
expand on-line purchase and renewal of
Alaska Business Licenses and occupational
licensing, while beginning to offer on-line
access to banking, securities and
corporations services.



9 E xecutive Budget Act § 37.07.060

t (2) an assessment ofthe degree to which the original objectives of the program have
een achieved expressed in terms of performance, effects, or accomplishments of the
irogram and of the program or need that itwas intended to address;

(3) a statementofthe performance and accomplishments ofthe program in each ofthe
-lastfour completed fiscal years and ofthe costsincurred in the operation ofthe program;

(4) a statement of the number and types of persons affected by operation of the

Aprogram;

£ (5) a summary statement, for each of the last three completed fiscal years, of the

i'mumberofpersonnel employed in carrying outthe program and a summary ofthe costof

| personnel employed under contract in carrying outthe program;

jt (6) an assessment ofthe effect ofthe program on the economy ofthe state;

y (7) an assessment of the degree to which the overall policies of the program, as

fmexpressed in regulations adopted by the agency, board, or commission and its decisions,

i meetthe objectives of the legislature in establishing the program;

" (8) an analysis ofthe services and performance estimated to be achieved if the life of

fthe agency, board, or commission were to be continued;

(9) a prioritized list of the activities the agency, board, or commission would bhe
expected to perform ifthe life ofthe agency, board, or commission were to be continued,
firom the mostimportant to the leastimportant.

() All goals and objectives, plans, programs, estim ates, budgets, and otherdocuments
forwarded to the office of management and budget by a state agency under this section
are public information after the date they are forwarded.

(h) Each agency shall, with participation of its employees, develop methods for
measuring agency results. A group or committee established by an agency to develop
methods of measuring results shall include a representative of each of the bargaining
units thatrepresents employees ofthe agency. (§ 1ch 188 SLA 1970; am § 4 ch 95 SLA
1971;am § 1c¢h 97 SLA 1976;am § 5¢ch 149 SLA 1977;am § 6ch 168 SLA 1978;am § .28
ch 63 SLA 1983; am 8§ 4, 5ch 27 SLA 1998; am 88 1,2 ch 98 SLA 2002)

Effectof amendments. — The 1998 amendment, 2002, in subsection (a) added paragraph (13) and
effective August 9, 1998, rewrote subsection (a) and made stylistic changes; and in subsection (f) added
added subsection (h). paragraph (9) and made stylistic changes.

The 2002 amendment, effective September 26,

NOTES TO DECISIONS

Public disclosure of budget impact memo- quired to be disclosed by the terms of subsection (g).
randa. — Budget impact memoranda prepared by  Capital Info. Group v. State, Office of Governor, 923
state department heads at the request of the director  P.2d 29 (Alaska 1996).
ofthe Office of Management and Budget pursuant to Stated in M-KEng’g Co. v.Alaska PowerAuth., 662
this section, although meeting the threshold require- [ Supp. 303 (D. Alaska 1986),
ments of the deliberative process privilege, were re-

Sec. 37.07.060. Governor’s recommendation, (a) The governor shall formulate
the operating and capital improvements programs and financial plans required to be
recommended to the legislature by AS 37.07.020 after considering the state agency
proposed program and financial plans, and other programs alternatives that the
governor considers appropriate. The plans must include the golemor’s recommended
missions and results, recommended strategies to implement the missions and results,
recommended measures for determining whether the missions and desired results are
achieved, including an assessment of whether prior year missions and desired results
have been achieved, recommended operating program for the succeeding fiscal year,
recommended capital improvements program for the succeeding six fiscal years, recom -
mended programs for the upgrading of public buildings and facilities prepared in
accordance with AS 35.10.015, and recommended revenue measures to support the
programs.
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Alaska Oil and Gas Conservation Commission
(A0 G CC)

House Finance Committee
February 6, 2003

AOGCC
Program
Overview

Alaska Oil and Gas Conservation Commission

Wﬁo we are Outline

- History

- Relationship to Other Agencies & Industry
- Mission

- Wiicre we work
- Customers & Operators/Owners

What we do

- Primary Services
- Goals and Strategics

How we do it

- Permitting, UIC, Inspections, Field Studies, Electronic Initiative
How is our work load changing

How well we do it

What we plan to do this year

How to contact us



History ofthe A O G CC

1955- Created Before Statehood- Alaska Oil and Gas Conservation Act created the Alaska Oil
and Gas Conservation Commission (AOGCC)- Governor of the Territory of Alaska,
Commissionerof Mines, Highway Engineer.

1958- Implementing regulations adopted by AOGCC

1959- At Statehood- the State Organization Act, AOGCC abolished, function and authority
transferred to the Department of Natural Resources (DNR). Ilearings and decisions issued by
Alasku Oil and Gas Conservation Committee consisting of Director of Division of Mines &
Minerals, Slate Petroleum Geologist, the State Petroleum Engineer. Deputy Commissioner of
DNR

1977 Onset of Prtidhoc Bay Production

1978 Legislation enacted to re-create the AOGCC to administerthe Alaska Oil & (ins
Conservation Aet. AS 31.05amended by Chapter 158, SLA 1978

1979- AOGCC re-created as an independent quasi-judicial agency within the executive branch
orthe slate housed in DNR.

+ 1980- AOGCC placed in the Department of Commerce and Economic Development for
administrative purposes.

+ 1991- AOGCC transferred to DNR for administrative purposes.
+ 1994- AOGCC transferred in the Department of Administration for administrative purposes.

How Does AOGCC FitlIn?

Oil DNR  AOGCC
Company DO&G

Ownership of Lessee of Oil & Gas  Landlord & Lessorof  (Role is Regulatory,
Resource lease (liasrightto il & Gas |.ease not proprietary)
drill and produce)
Jurisdiction Only on lands where ~ Stale l.and Only Stale, federal and
they have right to drill Private lands
and produce
Economics Profit Oriented Manages State Owned ~ Prevent Waste &
Resources for Revenue ~ Maximise Recovery
& Other Value
Net interest Majority of Minority of Production ~ None
Production (Royalty)



Alaska Oil and Gas Conservation Commission

(A0 GCC)

Independentage(a1 uadi-jv llcial lﬂ%%gs¥nauthorl%
C ter 25 of the ska
EStFabsl(gh(%d Under e ,&Hmlnlstratlve C%da
Conservation Act ( 3)
Mission

Protect the public interest in oil and gas resources.

The Oiland Gas Conservation Actrequires alloiland

gas drilling, production and measuring operations to be

conducted in amanner thatpreventsphysical waste o f

the resource, promotes greater ultimate recovery and

affords allowners ofoiland gas rights an equal
opportunity to recovertheirfair share ofthere,onr 2 5

AOGCC regulates operations
affecting subsurface oil & gas
resources, ensures the reliability
of oil & gas flow measurements,
and ensures that underground
sources ofdrinking water pre
protected
By

« Permitting

+ Inspecting

+ Field Studies/ Surveillance
« Incident Investigations



CUSTOMERS

Alaskans

Oil & Gas Companies (major recent influx)

Alaska Department of Natural Resources

Alaska Department of Revenue

Alaska Department of Environmental Conservation
U.S. Environmental Protection Agency

U.S. Department of the Interior, Minerals Management
Service, and Bureau of Land Management

U.S. Department of Energy
Trade Organizations
Other Interested Parties



OIL AND GASOPERATORS AND OWNERS
NORTH SLOPE
BP Exploration (Alaska) Inc.

ConocoPhillips Alaska Inc.

Anadarko Petroleum Corp.

ExxonMobil U.S.A.

Pioneer Natural Resources AK Inc.

Encana Oil & Gas (USA) Inc.

Arctic Falcon Exploration LLC

Chevron U.S.A.

Unocal Alaska

PetroCanada

Burlington Resources Winstar & UltraStar Petroleum
TotalFinaElf Armstrong Resources LLC
Shell Alaska Venture Capital Group
Texaco U.S. Department of Interior
Pennzoil UMC Petroleum Corporation
Petrofina Delaware Inc.

North Slope Borough

OIL AND GASOPERATORS AND OW NERS
COOK INLET/MAT-SU VALLEY

Unocal Alaska

Forest Oil Corp.

Marathon Oil Company

Phillips Alaska Inc./ConocoPhillips

XTO Energy Inc.

Evergreen Resources (Alaska) Corp.

Anadarko

CIRI Osprey I'ntform
Aurora Gas LLC lorest Gil
Northstar Energy Group Inc.

Pelican Hill 0il & Gas Inc. OTHER AREAS
Alaska Crude Corporation

Frontier Petroleum Evergreen Resources

. . (Alaska) Corp.
Prodigy 01l & Gas LLC Andcx Resources LL(™(

Escopeta Cassandra Energy Corp.



AOGCC PRIMARY SERVICES

Regulate, monitor and inspect all subsurface activities directly related to
oil and gas exploration and production including the design and integrity
ofwells, well control procedures and equipment, reservoir management

plans and proposed underground injection programs.

- Hold Hearings
Issue pool rules and other conservation orders.

- Approve and monitor plans for reservoir development and enhanced
oil recovery.

- Approve permits for initial drilling, re-drill, sidetrack, and remedial well
operations. This includes the evaluation and approval of proposed
designs for drilling fluids, well control, casing, cementing and well
completion operations.

Inspect drill rigs and wells to insure compliance with AOGCC
regulations.

W itness safety valve, mechanical integrity, and blowout preventer
tests.

W itness meter-proving, calibration, and oil quality tests.

Enforce well spacing rules

Monitor production rates, Injection well pattern, gas/oil/water ratios,
and pressure maintenance efforts.

Monitorand evaluate gas flaring.

Collect and maintain all oil and gas production records.

Collectand maintain all well history files and well log records.
Administer Alaska's Underground Injection Control (UIC) program and
the annular waste disposal program.

AOGCC Goals and Strategies

PREVENT PHYSICAL WASTE
OF THE RESOURCE

« Evaluate drilling programs to
ensure properwell design,
construction and well control
equipment. - Permitting &
Inspections

e Inspectwells and drilling
projects to verify compliance
with approved regulations,
procedures and safety
requirements for drilling and
i)roductjon practices.-
nspoctions

e Evaluate proposals for _,
reseJ,voirdeveIopment. -Field
Studies



AOGCC Goals and Strategies (Continued)

ENSURE GREATER ULTIMATE RECOVERY

+ Analyze production data, including reservoir pressure, gas-oil ratios, water
cut, etc., to ensure these variables fall within the required parameters
necessary to provide for greater ultimate recovery.- Field Studies

Review and approve development proposals, including plans for enhanced
oil recovery operations and gas development- Field Studies

INDEPENDENTLY ASSESS OIL AND GAS DEVELOPMENT

« Independently audit/verify that oil and gas proposals are Incompliance
with the purposes and Intent of Title 31.- Field Studies &Permitting

PROTECT ALASKA'S UNDERGROUND SOURCES OF DRINKING
WATER

+ Provide engineering and geological review of all applications for
underground disposal of drilling wastes.- Field Studies &Permitting

+ Provide engineering and geological review of all applications to drill oil
and gas wells.- Permitting

AOGCC Goals and Strategies (Continued)

PROTECT CORRELATIVE
RIGHTS

Provide all owners of oil and gas
rights the opportunity to recover
their fair share of the resource
through well spacing provisions,
permit review, and pooling
authority.- Permitting & Field
Studies

ADJUDICATE DISPUTES
BETWEEN OWNERS

Provide a public forum to resolve
disputes between owners. -
Studies



Extended Reach Well Map.



UNDERGROUND INJECTION PROGRAM

AOGCC has primacy for implementing the federal
Underground Injection Control (UIC) Program.
This allows the state to regulate underground
injection activities for the purposes of enhanced
oil recovery and the most environmentally
protective disposal of oil field waste.

The proper underground
injection of material to enhance
oil recovery has resulted in
hiilions of dollars in revenue to
the State of Alaska

And

The best place to put waste is
deep underground.

Inspections

* Inspect and ensure compliance
of drilling rigs, blow-out
prevention equipment tests,
safety valve, and mechanical
integrity tests in order to
Brevent accidents and/or

lowouts

« Meter proving and calibration
ensure accurate volume
measurement. Oil & Gas tax &
royalty revenues are calculated
based upon volumes reported
from the meters.
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Field Studies/Reservoir Evaluations-
Statute

« Review proposed plans ofdevelopment
« Evaluate monthly production and injection
reports

« Evaluate reservoir performance to promote
greater ultimate recovery.



THE FOLLOW ING DOCUMTENT(S)
HAVE BEEN REFILMED TO

ASSURE LEG IBILITY OR PAGINATIO N

Central Microfilm Services
Deparlemcntof Education & Early Development

State of Alaska



Field Studies/Reservoir Evaluations-
Statute

« Review proposed plans of development
« Evaluate monthly production and injection
reports

« Evaluate reservoir performance to promote
greater ultimate recovery.



Alaska Oil and Gas Conservation Commission
 Key Issues/ Initiatives for FY03- 04

—Permitting- Streamline- especially for new exploration and
unconventiorial ges (ie: coal bed rrathane¥

—Regulation Modification- less complicated for simpler
unconventional shallow gas and coal bed methane drilling,

—North Slope Gas Pipeline- evaluate conservation issues
regarding depletion of oil reservoir energy

—Electronic Data-To encourage development, Storage &
Retrieval Cﬁn&a%hty Ieadmlg to inproved information acoess,
manageme €-COMNCICC.

— UIC program- maintain an active role in light of changing
federal policy.

—Mature & Aging Oil Fields-ensure safe and skillful
operations in accordance with good ail field engineering practices.

— Audit and Compliance Capability- update & Maintain

—Business Process Review- Survey finished, implement changes
and response to findlings.

pil
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Drilling Permit Approval Time
Cin permit
Applications/
decrease in permit
approval time

Femit Approval Time

m=— Number of Renmits
Approved in Quarter

gy o

AQOGCC is committed
to streamlining the

AS A$ ASSaS aS af a$ a§) permit procéss.
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Alaska Oil and Gas Conservation Commission

(AOGCCQC)
House Finance Committee
February 6, 2003 stfz oil [ 7>

AOGCC
Program

Overview



Alaska Oil and Gas Conservation Commission

(AOGCC)

Independent, quasi-judicial

agency Regulatory authority-
outlined in Title 20,
Established under the Chapter 25 of the Alaska
Alaska O il and Gas Administrative Code.

Conservation Act (AS 31) .
M ission

Protect the public interestin oil and gas resources.
TheO il andGas Conservation A ctrequires alloil and
gas drilling, produwuction and m easuring operations to be
conducted in a m anner thatpreventsophysicalwaste o f
the resource, prom otes greater ultim ate recovery and

a ffo rd s all ow ners o foiland gas rights an equa.l

opportunity to recover theirfa ir share o fthe resource.



2 5'659aN

AOGCC regulates operations
affecting subsurface oil & gas
resources, ensures the reliability
of oil & gas flow measurements,
and ensures thatunderground
sources of drinking water are
protected

By
Permitting
Inspecting
Field Studies/ Surveillance

Incident Investigations
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OIL AND GAS OPERATORS AND OWNERS
NORTH SLOPE
RP Exploration (Alaska) Inc.

ConocoPhillips Alaska Inc.
Anadarko Petroleum Corp.
ExxonMobil U.S.A.

Pioneer Natural Resources AK Inc.
Encana Oil & Gas (USA) Inc.
Arctic Falcon Exploration LLC
Chevron U.S.A.

Unocal Alaska

PetroCanada

Burlington Resources W instar & U ltraStar Petroleum
TotalFinaE If Armstrong Resources LLC
Shell Alaska Venture Capital Group
Texaco U.S.Departmentoflinterior
Pennzoil I JM C Petroleum Corporation

Petrofina Delaware Inc.

North Slope Borough



OIL AND GAS OPERATORS AND OWNERS

COOK INLET/MAT-SU VALLEY

Unocal Alaska

Forest Oil Corp.

M arathon Oil Company

Phillips Alaska Inc./ConocoPhillips
XTO Energy Inc.

Evergreen Resources (Alaska) Corp.
Anadarko

CIRI

Aurora Gas LLC

Northstar Energy Group Inc.
Pelican Hill Oil & Gas Inc.

Alaska Crude Corporation
Frontier Petroleum

Prodigy Oil & Gas LLC

Escopeta

Osprey Platform
Forest Qil

* OTHER AREAS

Evergreen Resources
(Alaska) Corp.
Andex Resources LL"O

Cassandra Energy Corp.



Prc-1970’s wells were

mainly drilled simple

t.nd straight. Many

surface locations were Extended Reach W ell
necessary to define the

field.

Extended reach wells were \
Vertical W ell developed to access reservoirs\
from fewer, smaller locations \
such as offshore platforms and i
environmentally sensitive areas
Side Track W ell to minimize surface disruption.

recycling old wells

\
The rnorcTmnplexThe® M ulti-L ateral W ell
bore, the more effortnnisfAArAA.

be putinto permit
application evaluations
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UNDIERGROUND

INJE C TIO N PROGRAM

A0 G CC has prim acy for im plem enting the federal
Underground Injection Control (U IC) Program
This allow s the state to regulate underground
injection activities for the purposes ofenhanced
oil recovery and the m ost environm entally
protective disposal o f oil field w aste.

The proper underground
injection of material to enhance
oil recovery has resulted in

billions of dollars in revenue to

the State of Alaska

The best place to put waste is

deep underground.



Inspections

Inspect and ensure compliance
ofdrilling rigs, blow -out
prevention equipment tests,
safety valve, and mechanical
integrity tests in order to
preventaccidents and/or

blow outs

M eter proving and calibration
ensure accurate volume
measurement. Oil & Gas tax &
royalty revenues are calculated
based upon volumes reported

from the meters.



Inspection 1 way Travel
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Field Studies/Reservoir Evaluations-
Statute

e Review proposed plans of development

< Evaluate monthly production and injection
reports

< Evaluate reservoir performance to promote
greater ultimate recovery.



Permits & Reservoirs
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(AQGCC)

Contact Information : V.o jg jte, e
c Y * £t ke &y
Phone- (907) :297-3433; 5] M » fe h . 276-7542
State Of Alaska Web- ww.state-takn" k AVRLF] ¢ *m
AOGCC Web- ww\strate.ak. iogec ..htm

AOGCC .Regulations-wvw\state.ak .us/local/akpages/ADM IN/ogc/artl9g9 .htm

EM o
H f’:

Alaska Oil & Gas Conservation Act- 3§|H
www.legis,state .ak.us/cgi®jDin/fO lioiss)\ iattx99/query**/tioc/{111885} ?
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FRANK H. MURKOWSKI, GOVERNOR

DEPARTMENT OF PUBLIC SAFETY

P.0. BOX 111200
JUNEAU, ALASKA 99811-1200
PHONE: (907) 465-4322

OFFICE OF THE COMMISSIONER FAX: (907) 465-4362

February 7, 2003

Alaska State Legislature

House Finance Committee Members
State Capitol

Juneau, AK 99811-1182

Dear Finance Committee Members:

Enclosed you will find the text of an email message 1sent to Department of Public Safety
employees on February 5, 2003. The message clearly sets out my leadership
philosophies and expectations of performance and conduct for all employees. | trust that
you will find those philosophies and expectations to be appropriate in ensuring
exceptional public safely sendees to all Alaskans.

If you have any questions, please do not hesitate to call me.

Sincerely,

William Tandeske
Commissioner

Enclosure: a/s



