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(b) The sum of  5521,700 is appropriated from the general fund to the Department of 

Revenue, tax division, for implementation costs o f  the petroleum production tax for the fiscal 

year ending June 30, 2007.

(c) The amount necessary to issue refunds for capital expenditures and lease bids as 

provided in AS 43.55.023(0 for the fiscal year ending June 30, 2007, is appropriated from the 

general fund to the Department of Revenue, tax division, for the purpose o f  making refunds 

under AS 43.55.023(0.

* Sec. 4. AMENDMENT OF LAPSE OF CERTAIN PRIOR YEAR APPROPRIATIONS, 

(a) Section 34(c), ch. 82, SLA 2006, is amended to read:

(c) The unexpended and unobligated balance o f  the appropriation made in sec.

7(d), ch. 6 , SLA 2005, lapses June 30, 2008 [2007],

(b) Section 64(c), ch. 3, FSSLA 2005, is amended to read:

(c) The appropriations made by

(1) sec. [SECS. 20(a), 20(c), 20(e), 20(0, AND] 37(b), ch. 3, FSSLA

2005. [OF THIS ACT] lapse June 30, 2007^

(2) sees. 20(n), 20(c). 20(e), and 20(f), d i .  3. FSSLA 2005, lapse

June  30, 2008.

(c) Section 20(d), ch. 3. FSSLA 2005. as amended by sec. 34(d), ch. 82, SLA 2006, 

is amended to read:

(d) The sum of  S I ,525,000 is appropriated from the general fund to the 

Department o f  Natural Resources for work related to the state gas pipeline and to 

bringing North Slope natural gas to market, for the fiscal years ending June 30, 2005, 

June 30, 2006, [AND] June 30, 2007, and Ju n e  30, 2008, for the following purposes:

WORK D R A FT  WORK D R A F T  25-CiS10l6\K

PURPOSE ALLOCATION

( 1) Bullen Pi. Road right-of-way permitting $800,000

(2) Division o f  oil and gas increased workload 675,000

(3) Commissioner's office increased workload 50,000

* Sec. 5. DEPARTMENT OF COMMERCE, COMMUNITY, AND ECONOMIC 

)EVELOPMENT. (a) The sum o f  $576,318 is appropriated from program receipts from the 

:albod marketing assessment (AS 16.51.120) and from other program receipts o f  the Alaska 

eafood Marketing Institute to the Department o f  Commerce, Community, and Economic

82(FIN) "2 *
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WORK D R A FT WORK D RA FT 25-G S 10 l6 \K

1 || Development, Alaska Seafood Marketing Institute, lor expansion o f  the national consumer 

1 II marketing campaign for the fiscal year ending June 30, 2007.

3 || (b) The sum of SI ,423,682 is appropriated from the general fund to the Department of

4 || Commerce, Community, and E onomic Development, Alaska Seafood Marketing Institute,

5  || for expansion o f  the national consumer marketing campaign for the fiscal year ending

6  || June 30, 2007.

7 || (c) The sum appropriated in (b) of this section is intended to represent the cumulative

8  || total o f  program receipts from the salmon marketing tax (former AS 43.76.110), from the

9 || seafood marketing assessment (AS 16.51.120), and from program receipts from the Alaska

10 || Seafood Marketing Institute that were collected through June 30, 2006, subject to transfer to

11 || the Alaska Seafood Marketing Institute, less the cumulative total of program receipts from

12 || those sources transferred to the Alaska Seafood Marketing Institute through June 30, 2006.

13 || * See. 6 . LAPSE 01- OTHER APPROPRIATIONS. The appropriations made by sees. I, 2,

14 || and 3(a) of this Act arc not one-year appropriations and lapse as provided in AS 37.25.020.

15 || * Sec. 7. RETROACTIVITY, (a) The appropriation made by sec. I o f  this Act is retroactive

16 || to October 1, 2006.

17 || (b) The appropriations made by sec. 2 o f  this Act are retroactive to February 1, 2007.

18 || * Sec. 8 . Section 5 of this Aci takes effect March 16, 2007.

19 II * Sec. 9. Except as provided in sec, 8  o f  this Act, this Act takes effect immediately under

10 || AS 01.10.070(c).

-3-
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See 1/ 
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Sec.
No. Department

jlllHJur
C om ponent or Capital .Supplemental Need

Genera
Lund

SH
1 O n o ra  

Fund
1 Fedora 
s Fund

1)1 lie 
Fund

S IC  Ol he 
Fund

r Fun 
Soitrc

J| Iota 
rj lu n d

1 SFC TO? 
FUNDS

7

Lang 1 i l.aw l apilal • O iI.C asA Mining Work related lo the stale gas pipeline and bringing North Mope natural gas to market, 
and other oil and gas projects. I he Department of 1 aw's Oil, Gas U Mining section 
continues to play a major role in the State’s top priority project related lo the 
construction of a gas pipeline and bringing natural gas lo market. A number of contract 
w ills outside counsel and experts are underway and w ill continue to t v  needed as 
negotiations continue In addition the L\ parlment of la w  anticipates the Exxon 
Koya!(y Keopener will go to trial in either FY 07 or FY 08 and continues to prepare for a 
four to five w eek hearing before the Federal Energy Regulation Committee (HKKO 
considering (in part) the state's and Anadarko's challenges to the TransAlaska I'ljvline 
Svrvue (1 ACS) 2005 FEKC Ijn ll

21.500 21,500 ■

1

21,500 21.500 0

3

I ang *(•») Natural Resources Capital l  .as Pipeline Analysis
( Xitside experts and consultants w ill t v  retained for work related to the gas pipeline, 
me hiding outside legal counsel and exports on federal p ijvlm e law and FKRC 
pr«xcdurrs A consultant In advise the state on crafting an KFP consistent with the 
Alaska G asline Inducement Ac t (AC il.A) lor gas line proposals and with analyzing those 
proposals under AGIA will also lx* retain.*!

(*.550 6,550 6,5501 6,550C

4

1 ang 2(b) Natural Resources « .ipil.il chi and ( .as 1 rase 1 iligalion
1 his proji\t will lu'lp offset the costs ni litigation arising out of the DNK’so x en  iseo f the 
state's rip.lits under its leases and the unit agre. ment (Point f homson appeal) 1 Ins 
nx|Uest w ill help fund the costs o f outside oxjvrts and legal counsel

1,500 ( 1,5001 I.500P 1,500.0

5

1 .mg 3(a) Revenue Capital [(‘om iiwrciali/alionof North Slopo Gas
541*4 5 - tw o internal ivonom isls to work on gaslino issui’s
5l,3nO 0 for two contra* lual economists an d /or lo m iw  ial analysts' linns lo  assist in
m odeling and analv/m g las incentives and inipa* tv marketing options a n d * ritefia lo
evaluate applicants and proposed pruji\lx
51,1 <»*> r* lor sp*\ rail zed legal iounse!

j55sO *) lor other costs, in* hiding finanstal and legal n n  arch

3.000 ( 3.0001 3.000 ( 3,0000

fi

I .mg .«H Ke venue la s  Division Vtroleuin Production la* (PPI) implementation costs
5321 7 for l lm v  positions and contra* ts f»*r developing regulalioiis, expenses for public 
rating* and legal ads i* e  on regulations

321 7 5217 521: 5217

1 ang U ) s'cvel*Ue lac  Division

i

i

anguage to allow the department to m ate refunds for capital ev|xn»hlures and leas*- 
’ids jx p rosid id  in l lv  PPI. A s a -' 5502.3(0

•

OP 0 0

_7_
•in,; 4(a) (

i
Natural IV s:wr» es .as h'fvline

|

\

xteml lapse date from lone .Ml. 2007. to |une 50, lor tlie Ifullen 1*1 Road right of* 
sa s  jvrnutting multi-year allocation in v s  7(d)(1), *h 6, NLA 2005. pg 11, as amended i 
<\ v<x 34(c). *h 82. SI A 2006. pg 151 1 Ivam ount exp*\ied lolx* available is $1000

be laps; extension also applies to v*\ .’(d)(2) P»vision o l (h i and i ias IncnMWxl 
\o*k lo.nl. wIn* hrxjxxIs $ 1 5 0 0 to l»- available

t III IM

B

jv
he lajneextension also applies lo  wx 7(d)( 3) I ’oiiUMlsMoner's utlice increased 

sotkload Hitsallikation isev jxxta t lolx*fulls exjx ndislb y  |une 30.2007

1

0

•"'C. 4(h)

I

Vdmiiuslratuui
t
M asKalM aitiK kisi observation 1 
om iim sion * 

1

xleiut the lajwedate from |uise 30, 2007, lo | line 30, 2MM, lor the gas pipeline 
• veh'pirent multi \ear appropriation n u d e i ' i mx 20(a),*h t, | \ S |  A20P$, pg Ilk., 
he J | 1 lw* .ntu-unl e»jxx ted to l v  as aifable is $250 0

()t
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lu n d

sr<
1 Genrra 

lund
1 Federa 

Fund
Othe
Fund

SIC  Othe 
Fund

Fun
Sourt

Tola
Fund

1 SFCTOT 
FUNDS

ta n g •1(b) Natural Kesoura*s Cas Pipeline Extend lapse date Irom June ? >, 2007, lo June 30, 2008, for the gas pipeline risk analysis 
and royalty issues multi-yc. allocation in sec. 20(c)(1), ch. 3, FSSLA 2005, pg. 107, line 2 
The amount expected lo be available is SI,500.0.

0. 0 0

10

I he lapse extension also applies lo sec. 20(c)(2) gas pipeline corridor geologic hazards 
and resource evaluation. Hus alhx'alion is expected lo he fully expended by June 30, 
2007.

11

I ang j 4(b) Revenue Commissioner’s Office Extend lapse dale from Juno 30,2007, to Juno 30,2008, for the gas pipeline development 
multi-year appropriation made in sec. 20(e), ch. 3 FSSI.A 2005, pg 107, line 13. The 

(amount cxpe» ted to bo available is SI 00 0

0.( 0.0

12

I ang 4(b) Revenue Alaska Natural Gas 
rm rlopm rnl Authority

Extend lapse date from June 30,2007, to June 30,2008, for the gas pipeline development 
multi-year appropriation m ade in six 20(f), ch. 3, FSSLA 2005. pg 107, line 16. The 
amount expcvled lo he available is $500 0

or o c

l.ang 4(f) Natural Kcsotiries C. as Pipeline Extend lapse dale Iront June 30,2007, to June 30. 2008. for the Bulien f’t. Road right-of- 
way permitting mulli-ycar allocation in my 20(d)(1). ch. 3, FSSLA 2005, pg 107, line 10, 
as amended by sec 31(d), ch. 82, SLA 2006, pg 151 The amount expected to lv  
available is $800 0.

1 he lapse extension also applies lo m y . 20(d)(2) Division ol Oil and Gas Increased 
Workload. I his allocation is expected to Ix* full expended by Juno 30. 2007.

1 he lapse extension also applies to my. 20 d)(3) Commissioner's uffk e  increased 
w-orklo.nl, w hiihexpcvlsSIO.O hi l v  avail ble.

o c 0 0

13
l.ang 5(4) Comiwr»p ASMI Increase the Alaska Seafood Marketinj Institute's National Consumer C arnpaign 

promoting Alaskan seafood, as mon* than uiticipalcd was nxoised  from industry 
assessment.

2.000 (’ 57o3 Receipt
Supported

Services

2.000.0 576 3

14

1

5(b) nmtnerie (VSMI

i

3ppn»pnah-x unpaid tax assesnH-nts to ASMI for h  l ‘/M  through IY2005 faxes w ould j 
lOrmalU show  as RSS, however, Ixvause the unpaid tax axsi-ssnx nis are IromdoMXl 
isia! sears (anil Inise lapsed), Iho lundm g must lvappropriated as general funds

1.411; 1.123:

15 j
1G 1 5(«) < ortinvrce I \ s m i  :c lanlies that the gem ral furnlx are for unpaid tax assessments 0 (

17 ft 1 ii apse ol t >ther Appropriations 01 01

18 i '  1 ‘  1 I • tro.K lisiiy I o r o r

10 8 Ji llrxlive date
ro " 1 II nmediah* 1 Ihxtixe Date 01 o r

21 i T O il and G as Supplem ental Hill 1 olal 11,071.7 34,495.4 OH 23*001 576-1 0.0 15.071.7 35,071.7

f zianca frwion 1V2O07 ft 1/ AM



S a r a h  P a l i n  
G o v e r n o r

P.O. B O X  1 I o o o I  
J u n e a u . A l a s k a  9 9 8 1  1-0001 

(907) 4 6 5 - 3 5 0 0  
F A X  (907) 4 6 5 - 3 5 3 2  

W W W . G O V . S T A T E . A K . U S
G O V E R N O R @ G O V .S TA T E .A K .US

S t a t e  o f  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R
J u n e a u

February 13, 2007

The Honorable John Harris 
Speaker of the House 
Alaska State Legislature 
State Capitol, Room 208 
Juneau, AK 99801-1182

Dear Speaker Harris:

Under the authority of article III, section 18 of the Alaska Constitution, I am 
transmitting a bill making appropriations for bringing North Slope natural gas to 
m arket and other oil and gas issues. This request also includes extending the lapse date 
of gas pipeline related appropriations m ade in previous years.

Sections 1-3 of the bill appropriate funding to the Departm ents of Law, Natural 
Resources, and Revenue for their necessary gas pipeline and other oil and gas related 
work.

Section 4 extends the lapse date of appropriations m ade in prior years that dealt 
w ith state gas pipeline issues.

Building the gas pipeline is critical for our future. We need a project that ensures 
any viable explorer or producer can access a gas pipeline on reasonable term s and we 
need a project that can be expanded when there is more gas found. Funding these 
requests in this supplemental bill will provide the foundation necessary to ensure a gas 
pipeline is constructed on Alaska's terms.

1 appreciate your consideration of this supplemental request.

Sjjy-nvnlir

Sarah Palin
Governor

http://WWW.GOV.STATE.AK.US
mailto:GOVERNOR@GOV.STATE.AK.US


S a r a h  P a l i n  
G o v e r n o r

G O V E H N O R @ G O V.S TATE.AK. US

S t a t e  o f  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R  
J U N E A U

P.O. B O X  1 1 0 0 0 1  
J U N E A U ,  A L A S K A  9 9 0 1  1-0001 

(907) 4 6 5 - 3 5 0 0  
F a x  (907) 4 6 5 - 3 5 3 2  

W W W . G O V . S T A T E . A K . U S

February '13,2007

The Honorable Lyda Green 
President of the Senate 
Alaska State Legislature 
State Capitol, Room 111 
Juneau, AK 99801-1182

Dear President Green:

Under the authority of article III, section 18 of the Alaska Constitution, I am 
transm itting a bill making appropriations for bringing N orth Slope natural gas to 
m arket and other oil and gas issues. This request also includes extending the lapse date 
of gas pipeline related appropriations m ade in previous years.

Sections 1-3 of the bill appropriate funding to the Departments of Law, Natural 
Resources, and Revenue for their necessary gas pipeline and other oil and gas related 
work.

Section 4 extends the lapse date of appropriations made in prior years that dealt 
w ith state gas pipeline issues.

Building the gas pipeline is critical for our future. We need a project that ensures 
any viable explorer or producer can access a gas pipeline on reasonable terms and we 
need a project that can be expanded when there is more gas found, Funding these 
requests in this supplemental bill will provide the foundation necessary to ensure a gas 
pipeline is constructed on Alaska's terms.

I appreciate your consideration of this supplemental request.

Sincerely,

Sarah Palin
Governor

mailto:GOVEHNOR@GOV.STATE.AK
http://WWW.GOV.STATE.AK.US


See. KDU or G enera l Federal O th er Fund Tola 1 LFD N otos

No. D epartm en t C om ponen t o r C ap ita l S u p p lem en ta l N eed Funds Funds Funds Source Fund s

I |L iw C apita l - Oil, Cits & M inin)'

2(a) N atural Resources C apital

2(b) N atural Resources C apital

3(a) Revenue C apita l

'(b) Revenue I .is D ivision

I.ix D ivision1(c) Revenue 

1(a) N atural Resources C a s  Pipeline

W ork related lo the sta te  gas p ipeline an d  b ring ing  N orth  S lope natura l gas lo 
m arket, an d  o th e r  oil an d  gas projects. T he D epartm en t of Law 's Oil, C as i t  M ining 
section con tinues lo play a m ajor io le  in the  S tale 's lop  prio rity  project related  lo the 
construction  of a gas pipeline an d  bring ing  n a tu ra l gas lo m arket. A n u m b er of 
contracts w ith  ou tside  counsel a n d  experts a re  u n d e rw ay  an d  w ill con tinue  to be 
needed  as negotiations continue. In ad d itio n  the D epartm ent of Law an tic ipates the 
Exxon Royally R eopener will go  lo trial in e ith er l ;Y 07 or FY 08 an d  con tinues to 
p repare  fo ra  four to five w eek hearing  before the Federal Fnergy Regulation 
C om m ittee (FERC) considering  (in part)  the  s ta le 's  and  A nadarko 's challenges to the 
T ransA laska P ipeline Service (TAPS) 2005 FERC tariff.

G as P ipeline A nalysis
O u tsid e  experts and consu ltan ts  w ill be retained for w ork  related  to the gas pipeline, 
including ou tside  legal counsel a n d  experts on  federal p ipeline law  and FERC 
procedures. A consu ltan t lo ad v ise  the s la te  on  crafting  an  RI P consistent w ith  the 
Alaska G asline Inducem ent A d  (AGIA) for gasline  p roposals and  w ith  analyzing  
those proposals u n d e r AGIA will also  be retained.

Oil an il C as I .ease l itigation
1 h is project w ill help offset the costs o f litigation arising  ou t of th e  DNK's exercise of 
the s ta te 's  lig h ts  u n d er its leases an d  the un it ag reem ent (Point T hom son appeal).
I his request will help  fund  the costs of ou tsid e  ex p erts  an d  legal counsel.

C om m ercialization of N orth  S lope G as
SI 19.5 - tw o in ternal econom ists to w ork  on  gasline issues
$1,360.0 for tw o  contractual econom ists a n d /o r  com m ercial analysts ' firm s lo assist in
m odeling and  analyzing  lax incentives an d  im pacts, m arketing  op tions an d  criteria lo
evaluate  app lican ts an d  proposed  projects
$1,169.6 lor specialized legal counsel
$50.9 for o ther costs, ini h id ing  financial an d  legal research

Petro leum  I’ro d u ilio n  lax  (I’l ’ l ) im p lem entation  costs:
$521.7 lo r th ree  positions and  con trac ts for develo p in g  regulations, expenses for 
public hearings an d  legal advice on regulations.

la n g u a g e  to allow  the d ep artm en t lo m ake ro tunds for capital expend itu res an d  lease 
b ids as provided in the  P IT , AS 13.55.023(f).

I '  lend  lapse d a le  Iron) June .30,2007, to June .30, 2008, for the Itullen I’l. Road right-of- 
w ay perm itting  m ulti-year allocation in sec. 7(d)(1), ch. 6, SI .A 2005, pg. 11, as 
am ended  by sec. .31(e), ch. 82, SI A 2006, pg. 151. T he am o u n t expected lo be 
rvail.ible is $100(1.

I he lapse extension also app lies lo sec. 7(d)(2) I hvision  ol (h i  and  G as Increased 
W orkload, w hich expects SI50.0 to  be available.

I lie lapse extension also  app lies to sec. 7(d)(3) (  om im ssioner's olfice increased 
w orkload I h is allocation is expected  to be fully expended  by June 30, 2007.

21,500.0 21,500

6,550.0 6,550,

1,500.0

3,000.0

l,50t).i

3,000.0

521.7 521.7

0.0

0.0

Anticipated expenditures-

FY07: $8 ,700,000 
FY08: $12 ,800,000

R FP Consultant: $4.5 million
FERC E xperts and O utside C ounsel: $1 .25  million
Additional Work eed s : $800.0

The Point T hom pson ap p ea ls  w ere filed in D ecem ber 2006, so  
funding is not included in the  current FY07 or FY08 budget.

The (unding for Ihe two econom ists (currently on staff) is b a se d  on 
17 m onths work; the funding for contractual econom ic and  legal 
analysis is an  es tim ate  of whal might be n eeded  under AGIA.

Fiscal no te  identifies alm ost $1.4 million for a  full years  
im plem entation. That is Ihe am ount req u ested  for FY08. This is 
identified a s  the  bare  minimum n ecessa ry  for FY07.

This language appropria tes Ihe funding for the transferab le  lax credit 
refunds in FY07. E xpected  to be significantly le ss  the  projected S25 
million in Ihe G ov 's FY08 budget._______________________________
A s ol 2/20/07:
Bullen PI. Road appropriation, original am ount = $2 ,400.0  and  the 
current b a lance  = $534.0;

Oil 8  G a s  Increased  W orkload appropriation, original am ount = 
S2,025.0  and Ihe current b a lance  = $776.3;

C om m issioner's Office. W orkload appropriation, original am ount = 
$150.0  and the current b a lance  = S86.6

1 Kjislaltvo I'manco DivtStOO PuflO 1 ol 2 21221200 J G 1 5 A M
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A 1 B 1 c I D 1 E 1 F 1 G l u l l J

1
See.
No. D epartm ent

UDD or
C o m p o n en t o r C ap ita l S u p p lem en ta l N eed

G enera l
F unds

Federa
Funds

O ther
F unds

Func
Source

'lo ta
Fund

LFD N otes

9

4(b) A dm in istration A laska O il an d  G as 
C onservation  C om m ission

Extend the  lapse da te  from  June 3(1, 2007, lo June 30,2(108, for the gas pipeline 
developm ent m ulti-year app ro p ria tio n  m ade in sec. 20(a), ch  3, PSSI.A 2005, pg . 106, 
line 21. T he am oun t expected lo be available is S250.0.

0.( $1.2 million w as appropriated for FY06-07. $950.0 already  obligated 
through the end of this year leaving $250.0  balance. This extension 
will allow the departm ent to w rap up current work on stud ies needed  
to se t g a s  off take ra te s  for Pt. Thom son.

10

4(b) N atu ra l Resources G as Pipeline Extend lapse dale  from  June 30,2007, to June 3 0 ,200ft, for Ihe j'.as p ipeline risk 
analysis an d  royalty  issues m ulti-year allocation in sec. 20(c)(1), ch. 3, I SSI.A 2005, 
pp. 107, line 2. T he am oun t expected to  be available  is 51,500.0.

The lapse ex tension  also  app lies lo sec. 20(c)(2) pas p ipeline co rrid o r peolopic h azard s 
an d  resource evaluation . This allocation is expected lo be fully expended  by Ju n e  30, 
2007.

0.(1 As of 2/20/07:
G as Pipeline Risk Analysis appropriation, original am ount = $2,500.0 
and the current balance  = $1,661.6;

G as Pipeline Corridor Geologic Ffazards & R esource  Evaluation 
appropriation, original am ount = $2 ,000 .0  and the current balance = 
$71.5;

11

■1(b) R evenue C om m issioner's Office lixtend lapse d a te  from  June 30, 2007, to June 30,2008, for the pas p ipeline 
developm ent m ulti-year app ro p ria tio n  m ade in sec. 20(e), ch. 3 FSSLA 2005, pp. 107, 
line 13. The am oun t expected  to be available is 5100.0.

0.0 Funding is being used  in FY07 to fund the 2 exem pt gasline 
econom ists currently working for the  departm ent. FY0B funding for 
th e se  positions is being req u ested  in Ihe S3 million req u est in 3(a) 
above

1?

4(b) Revenue Alaska N atu ra l G as 
Developm ent A u thority

ixtoml lapse date  from  June 30, 2007, to June 30, 2008, for the  pas p ipeline 
developm ent m ulti-year app ro p ria tio n  m ade in sec 20(f), ch. 3 , 1 'SSI .A 2005, p p  107, 
ino 16. T he am ount expected lo be availab le is 5500.0.
ix lend lapse da le  from  June 30, 2007, In June  30,2008, for the liullen PI. Road riglil-of- 

ivny perm ittin g  m ulti-year allocation in sec. 20(d)(1), ch. 3, FSSLA 2005, pp. 107, line 
10, as am en d ed  by sec. 34(d), ch. 82, SLA 2006, pp. 151. The am o u n t expected  to be 
available is 5800.0.

he  lapse extension also  app lies to sec. 20(d)(2) I tivision o f O il an d  G as Increased 
Vorklo.nl. T h is allocation is expected to  be full expended  by June 30, 2007.

he lapse extension a lso  app lies lo sec. 20(d)(3) C om m issioner's office increased 
vorklo.nl, w hich  expects 510.0 te  be available.

i

0.0

19

4(c) N atu ra l Resources G as Pipeline 0.0 As of 2/20/07:
Bullen Pt. Road Right-of-Way Perm itting appropriation, original 
am ount = $800.0  and the current b a lance  = $800.0,

Oil & G as Increased  W orkload appropriation, original am ount =
3675.0 and the current balance  = $106 1;

Com m issioner’s  Office. W orkload appropriation, original am ount =
550.0 and the current balance  = $20.0.

14 5 a p s e  of O ther A ppropria tions 0.0

ir . 6 R etroactivity 0.0
10 7 Im m edia te  l-lfed ive  1 late 0.0

17 O il an d  G as S u p p lem en ta l Ilill Total 33,071.7 0.0 0.0 0.0 33,071.7

legislative Finance Division Pago 7 ol 2 272717007 8 1 5 A M



FY2007 OIL AND GAPSUPPLEMENTAL

A I B | C | D I E I F | G | H | 1

1
See. '
No. d e p a r tm e n t

RD U  or 1 1 G eneral! Federal! O ther! Fund! T ota l 
C o m p o n en t or C ap ita l t S u p p lem en ta l N eed  | Funds; F u nds1 F unds Source; Funds

2

1 Law C ap ita l - Oil, G as & M ining W ork related  lo the sta te  gas pipeline and  bringing N o rth  Slope natu ra l gas to 
m arket, a n d  o th e r oil an d  gas projects. The D epartm en t of Law 's Oil, G as & M ining 
section con tinues to p lay  a  m ajor role in the Stale 's top  prio rity  project related  lo the 
co nstruction  o f a gas p ipeline and bringing n a tu ra l gas to m arket. A n u m b er of 
con trac ts w ith  o u tsid e  counsel an d  experts are  u n d e rw ay  and  w ill con tinue to be 
needed  as nego tiations continue. In add ition  the  D epartm en t o f Law an ticipates the 
Exxon R oyalty R eopener w ill go to trial in e ither FY 07 o r  FY 08 and  con tinues to 
p rep are  fo r a four to five w eek hearing  before the Federal Energy R egulation 
C om m ittee  (FERC) considering  (in part) the sta te 's an d  A nadarko 's challenges to the 
T ransA laska  P ipeline Service (TAPS) 2005 FERC tarriff.

21.500.C 21,500.0

3

2(a) N atu ra l Resources C apita l G as Pipeline A nalysis
O u ts id e  experts an d  co nsu ltan ts w ill be retained for w ork  re lated  to the gas pipeline, 
inc lud ing  o u tside  legal counsel an d  experts on federal p ipeline law  an d  FERC 
p rocedures. A co nsu ltan t to advise the sla te  on  crafting  an  RFP consistent w ith  the 
A laska G asline Inducem ent Act (AGIA) for gasline p roposals an d  w ith  analyzing 
those p roposals u n d e r AGIA will also  be retained.

6,550.f 6,550.0

4

2(b) N atural Resources C apita l O il an d  G as Lease Litigation
T his project w ill he lp  offset the costs of litigation arising  ou t o f the  D N R 's exercise of 
the s ta le 's  righ ts u n d e r  its leases an d  the un it ag reem en t (Point T hom son  appeal). 
This request w ill he lp  fund  the costs of ou tside experts an d  legal counsel.

1,500.0 1,500.0

5

3(a) Revenue C apital C om m ercialization  of N o rth  Slope G as
$419.5 -  tw o  in ternal econom ists lo w ork  on  gasline issues
$1,360.0 (or tw o  co n trac tual econom ists a n d /o r  com m ercial analysts ' firm s to assist in
m odeling  an d  analyzing  tax incentives an d  im pacts, m arketing  op tions an d  criteria to
ev a lu a te  app lican ts  an d  proposed projects
$1,169.6 lo r specialized  legal counsel
$50.9 for o th e r  costs, including financial an d  legal research

3,000.0 3,000.0

G

3(b) Revenue Tax Division P etro leum  P roduc tion  Tax (PPT) im plem entation  costs:
$521.7 for th ree  positions an d  con tracts for develop ing  regulations, expenses for 
public  hearings a n d  legal adv ice on  regulations.

521.7 521.7

7
3(c) Revenue Tax Division L anguage to a llow  the  d ep artm en t to m ake refunds for cap ita l ex pend itu res an d  lease 

b ids a s  p rov ided  in the PPI', AS 43.55 023(f)
0.0

8

4(a) N atural Resources G as P ipeline Extend lapse d a te  from  June 30, 2007, to June 30,2008, fo r the Bullcn Pt. Road right-of 
w ay  p e rm ittin g  m u lti-year allocation in sec. 7(d)(1), ch. 6, SLA 2005, pg. 11, as 
a m en d ed  by sec. 34(c), ch. 82, SLA 2006, pg. 151. T he am o u n t expected  to be 
availab le  is $100 0.

The lapse ex tension  also app lies to sec. 7(d)(2) D ivision of O il an d  G as Increased  
W orkload, w hich  expects $150.0 to be available.

I he lap se  ex tension  also app lies to sec. 7(d)(3) C om m issioner’s oflicc increased 
w ork load . T his allocation  is expected to he fullv expended  bv lu n e  30.2007

0.0

9

1(b) A dm inistration A laska Oil an d  Gas 
C onservation  C om m ission

Extend the  lapse d a te  from  June 30,2007, to June 30, 2008, lo r the  gas p ipeline 
d evelopm en t m ulti-year ap p ro p ria tio n  m ade in sec. 20(1), ch. 3, FSSLA 2005, pg. 106, 
in e  21 T he am o u n t expected lo be available is $250 0

0.0

Otfico of Mnnngomurit and Budget Pago i of 2 i.uUmitlod lo  th« Luj fti.itoro f-cbruary 13, 2 0 0 /



FY2007 OIL AND GAWKlPPLEMENTAL

A | B | C I D | E 1 F | G | H | 1

1

See. ' iR D U o r ' G en era  
No. D ep artm en t ^Com ponent o r C ap ita l S u p p lem en ta l N eed  i Funds

Fcdcrall O therl Fund 
j Funds, Funds! S ourer

j T ota l 
' Funds

10

-1(b) N atu ra l Resources Gas Pipeline Extend lapse da te  from  June 30,2007, to June 30, 2008, for the gas p ipeline  risk 
analysis and  royalty  issues m ulti-year allocation in sec. 20(c)(1), ch. 3, FSSLA 2005, 
pg. 107, line 2. T he am o u n t expected  to be available  is $1,500.0.

The lapse ex tension  also  app lies  to sec. 20(c)(2) gas p ipeline co rrid o r geologic h azards 
and  resource evaluation . This allocation is expected lo be fully expended  by June 30, 
2007.

0.0

11

4(b) Revenue C om m issioner's Office Extend lapse d a te  from  June 30, 2007, to June 30, 2008, for the  gas p ipeline 
developm ent m ulti-year ap p ro p ria tio n  m ade in sec. 20(e), ch. 3 FSSLA 2005, pg. 107, 
line 13. T he am o u n t expected  to be available is $100.0.

0.0

12

4(b) Revenue Alaska N a tu ra l G as 
D evelopm ent A uthority

Extend lapse d a te  from  June 30,2007, to June 30,2008, for the gas pipeline 
developm ent m ulti-year ap p ro p ria tio n  m ade in sec 20(f), ch. 3, FSSLA 2005, pg  107, 
line 16. The am o u n t expected  to be available  is $500.0.

0.0

13

4(c) N atu ra l Resources Gas Pipeline Extend lapse da te  from  June 30, 2007, to June 30,2008, for the  Dullen Pt. Road right-of 
w ay p erm itting  m ulti-year allocation in sec. 20(d)(1), ch. 3, FSSLA 2005, pg. 107, line 
10, as am en d ed  by sec. 34(d), ch. 82, SLA 2006, pg. 151. T he am o u n t expected  to be 
available is $800.0.

The lapse ex tension  also  app lies to sec. 20(d)(2) D ivision of O il an d  G as Increased 
W orkload. T h is allocation  is expected  to be full exp en d ed  by Ju n e  30,2007.

The lapse ex tension  also ap p ies to sec. 20(d)(3) C om m issioner's office increased 
w orkload , w hich  expects $10.0 to be available.

0.0

14 5 :1-apse o f O th er A ppro p ria tio n s 0.0
15 6 1R etroactivity 0.0
10 7 Im m edia te  Effective D ate 0.0
17 O il an d  G as S u p p le m e n ta l Hill Total} 33,071.71 0.0 0.0 0.0 33,071.7
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Gas Pipeline and Other Oil and Gas Projects
/

Reference No: 43311
FY2007 Request: $21,500,000

•
AP/AL: Appropriation Project Type: Planning
fcategory: Natural Resources
Location: Statewide Contact: Larry Ostrovsky
House District: Statewide Contact Phone: (907)269-5100
Estimated Project Dates: 10/01/2006 - 06/30/2012

Brief Summary and Statement o f Need:
FY2007 Supplemental request of $21,500,000 for work related to the state gas pipeline and to 
bringing North Slope natural gas to market, and other oil and gas projects.
F u n d i n g : _____________ F Y 2 0 0 7  F Y 2 0 0 8  F Y 2 0 0 9  F Y 2 0 1 0  F Y 2 0 T I  F Y 2 0 1 2 ___________ T o ta l

G e n  F u n d  $21,500,000 $21,500,000

T o ta l :  $21,500,000 $0 so O o $0 $21,500,000

f“  S t a t e  M a t c h  R e q u i r e d  f~ O n e - T i m e  P r o j e c t  

0% = M in im u m  S t a t e  M a t c h  %  R e q u i r e d

f?  P h a s e d  •• n e w  

f *  A m e n d m e n t

I-  P h a s e d  - u n d e r w a y  

r  M e n ta l  H e a l th  Bill

r  O n -G o in g

Operating & Maintenance C o s ts : A m o u n t S ta ff
Project Development: 0 0

Ongoing Operating: 0 0
One-Time Startup: 0

Totals: 0 0

^ \d d it io n a l Information / Prior Funding History:
N/A

Project Description/Justification:
F Y 2 0U 7  S u p p l e m e n t a l  r e q u e s t  o f  S 2 1 , 5 0 0 , 0 0 0  fo r  w o r k  r e l a t e d  to  t h e  s t a t e  g a s  p ip e l in e  a n d  to  b r in g in g  N o rth  S l o p e  n a tu r a l  
g a s  to  m a r k e t ,  a n d  o t h e r  oil a n d  g a s  p r o j e c t s .

E s t i m a t e d  a l l o c a t i o n  a s  to  f i s c a l  y e a r :
F Y 0 7  -  $  8 , 7 0 0 , 0 0 0  
F Y 0 8 - $ 1 2 , 8 0 0 , 0 0 0

T h e  D e p a r t m e n t  o f  L a w 's  Oil, G a s  a n d  M ining  s e c t i o n  c o n t i n u e s  to  p la y  a  m a j o r  ro le  in t h e  S t a t e ' s  to p  priority p ro je c t  
r e l a t e d  to  t h e  c o n s t r u c t i o n  o f  a  g a s  p ip e l in e  a n d  b r in g in g  n a t u r a l  g a s  to  m a r k e t .  A  n u m b e r  o f  c o n t r a c t s  with o u t s i d e  c o u n s e l  
a n d  e x p e r t s  a r e  u n d e r w a y  a n d  will c o n t i n u e  a s  n e e d e d .  F u n d in g  will a s s i s t  t h e  d e p a r t m e n t  in t h e  p r e p a r a t i o n  o f  leg is la t io n  
a n d  i m p l e m e n t a t i o n  o f  a  c o m p r e h e n s i v e  p l a n  to  c o m m e r c i a l i z e  N o r th  S l o p e  g a s ,

In a d d i t io n ,  t h e  D e p a r t m e n t  o f  L a w  h a s  a  n u m b e r  o f  o t h e r  m a j o r  p r o j e c t s  u n d e r w a y  t h a t  will c o n t i n u e  to  r e q u i r e  o u t s i d e  
c o u n s e l  a n d  e x p e r t s  b e y o n d  th e  f u n d in g  in c l u d e d  in o u r  b a s e  o p e r a t i n g  b u d g e t .  T h e  m o s t  n o te w o r th y  a r e  Pt. T h o m s o n  
litigation, o n g o i n g  p r o c e e d i n g s  b e f o r e  the i d e r a l  E n e r g y  R e g u la t o r y  C o m m i s s i o n  ( F E R C )  o n  T r a n s A l a s k a  P ip e l in e  
S e r v i c e  ( T A P S )  ta r i f f s  i s s u e s ;  a n d  tw o  m a j o r  c o r p o r a t e  i n c o m e  ta x  m a t t e r s .

State o f A laska Capital Pro ject Sum m ary
FY2007 Supplem enta l - G overnor
2/9/07 10:41:35 AM Page 1

Departm ent o f Law
Reference No: 43311



Gas Pipeline Analysis FY2007 Request:
Reference No:

1 ^ ^ 5 0 , 000 
43299

• lc

Project Type: Planning

Contact: Nico Bus 
Contact Phone: (907)465-2406

AP/AL: Appropriation 
^Category: Development 

ocation: Statewide 
House District: Statewide 
Estimated Project Dates: 02/01/2007 - 06/30/2008

Brief Summary and Statement of Need:
Outside experts and consultants will be retained for work related to the gas pipeline analysis. This 
includes: outside experts on Federal Energy Regulatory Commission (FERC) procedure; analysis 
and advice on tariffs, cost overrun, and royalty valuation methodologies; enforcement, remedies, and 
off-ramps for licensees and the state; and a consultant to advise the state on crafting a Request for 
Proposal (RFP) consistent with the Alaska Gasline Inducement Act (AGIA) for gasline proposals and 
with analyzing those proposals under AGIA.
F u n d i n g :  F Y 2 0 0 7  F Y 2 0 0 8  F Y 2 0 0 9  F Y 2 0 1 0  F Y 2 0 1 1  F Y 2 0 1 2  T o ta l

G e n  F u n d  $ 6 , 5 5 0 , 0 0 0 $ 6 , 5 5 0 , 0 0 0

T o ta l :  $ 6 , 5 5 0 , 0 0 0  $ 0 $ 0 $ 0  $ 0 $ 0  $ 6 , 5 5 0 , 0 0 0

F I  S t a t e  M a t c h  R e q u i r e d  T  O n e - T i m e  P r o j e c t  

0 %  = M in im u m  S t a t e  M a t c h  %  R e q u i r e d

l?J P h a s e d  -  n e w  

F I  A m e n d m e n t

l j  P h a s e d  - u n d e r w a y  

F I  M e n ta l  H e a l th  Bill

F j  O n - G o i n g

Operating & Maintenance Costs: Amount Staff
Project Development: 

Ongoing Operating: 
One-Time Startup:

0
0
0

0
0

Totals: 0 0

Additional Information / Prior Funding History:
This is a new funding request to support Governor Palin's Alaska Gasline Inducement Act (AGIA).

Project Description/Justification:
I: R F P  C o n s u l t a n t  $ 4 , 5 0 0 , 0 0 0
T h e  G o v e r n o r  h a s  a s k e d  t h a t  t h e  g a s l i n e  p r o j e c t  b e  m a d e  c o m p e t i t i v e  w ith  a  " level p lay in g  field" fo r  all g a s l i n e  a p p l i c a n t s .  
T h e s e  f u n d s  w o u ld  c o v e r  t h e  c o s t  o f  a  c o n s u l t a n t  to  d e v e l o p  a  r e q u e s t  fo r  g a s l in e  p r o p o s a l s .  T h e  c o n s u l t a n t  w o u ld  a d v i s e  
t h e  s t a t e  o n  h o w  to  s t r u c t u r e  t h e  R F P  a n d ,  o n c e  th e  p r o p o s a l s  a r e  s u b m i t t e d  to  t h e  s t a t e ,  a s s i s t  w ith  c e r t a i n  a s p e c t s  o f  
a n a ly z in g  t h e  p r o p o s a l s .  It is  a n t i c ip a t e d  t h a t  t h e r e  w o u ld  b e  a  le g a l  f r a m e w o r k  a n d  c o m m e r c i a l  f r a m e w o r k  to  th i s  R F P  
a n d  t h e  s u b s e q u e n t  a n a ly s i s .  T h e r e f o r e ,  t h e  c o n s u l t a n t  will p r o b a b l y  n e e d  to  s u b c o n t r a c t  in p a r t i c u l a r  a r e a s  o f  e x p e r t i s e .

In a d d i t io n ,  t h e  c o n s u l t a n t  w o u ld  a s s i s t  t h e  s t a t e  with  p r e s e n t i n g  t h e  A G IA  to th e  L e g is l a tu r e .  T h e  a b o v e  a m o u n t  w o u ld  
c o v e r  t h e  c o n s u l t a n t ' s  t r a v e l  a n d  e x p e n s e s  in v o lv ed  w ith  th i s  p ro je c t .

II: F E R C  E x p e r t s  a n d  O u t s i d e  C o u n s e l  $ 1 , 2 5 0 , 0 0 0
T h e s e  f u n d s  w o u ld  b e  u s e d  to  c o v e r  th e  c o s t  o f  o u t s i d e  le g a l  c o u n s e l  a n d  e x p e r t s  o n  f e d e r a l  p ip e l in e  la w  a n d  F E R C  
p r o c e d u r e s .  T h e s e  e x p e r t s  will h e lp  e n s u r e  th a t  t h e  g a s  p ip e l in e  a p p r o v a l  p r o c e s s  m o v e s  t h r o u g h  t h e  F E R C  p r o c e s s  in a  
t im ely  m a n n e r .

Ill: A d d i t io n a l  W o r k  N e e d s

State o f A laska  Capital Project Sum m ary
FY2007 Supplem enta l - G overnor
2/9/07 1:08:38 PM

$  8 0 0 , 0 0 0
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Gas Pipeline Analysis FY2007 Request: $6,550,000
Reference No: 43299

A d d it io n a l  w o r k  n e e d s  w h ic h  m a y  in c lu d e  royal ty  v a lu a t io n  m e t h o d o lo g y  a n d  o t h e r  l e a s e  t e r m s  s u c h  a s  sw i tc h in g  b e t w e e n  
^ ^ > y a l t y - i n - k i n d  a n d  roy a l ty - in -v a lu e .

Why is this Project Needed Now:
T h is  C I P  r e q u e s t  will p r o v id e  f u n d s  to  p u r s u e  a  g a s l i n e  c o n t r a c t  u n d e r  th e  p r o p o s e d  A l a s k a  G a s l i n e  I n d u c e m e n t  Act.  
T h e s e  f u n d s  m a y  b e  e x p e n d e d  d i rec t ly  b y  D N R  o r  m a y  b e  R S A 'd  to  D e p a r t m e n t  o f  L aw , D e p a r t m e n t  o f  R e v e n u e ,  o r  th e  
G o v e r n o r ’s  O ff ice  to  p a y  fo r  c o n t r a c t s  w ith  o u t s i d e  c o u n s e l  a n d  e x p e r t s .  T h e  p r o j e c t  is  e x p e c t e d  to  b e g in  im m e d ia te ly .  
T h e r e f o r e ,  f u n d s  a r e  b e in g  r e q u e s t e d  in F Y 07 . T h e  e x p e n d i t u r e  o f  t h e s e  f u n d s  is  e x p e c t e d  to  c o n t i n u e  th r o u g h  FY 08 .

Specific Spending Detail:
L ine  I t e m  E x p e n d i t u r e s :
Sen/ices $6,550,000 Description- Funding will pay for outside legal counsel and experts.

State o f A laska Capital Project Sum m ary
FY2007 Supplem enta l - Governor
2/9/07 1:08:38 PM

Departm ent o f Natural Resources
Reference No: 43299

Page 2



Oil and Gas Lease Litigation FY2007 Request
Reference No:

000 
43298

*
AP/AL: Appropriation 

ategory: Development 
ocation: Statewide 

House District: Statewide 
Estimated Project Dates: 02/01/2007

Project Type: Planning

Contact: Nico Bus 
Contact Phone: (907)465-2406 

06/30/2010

Brief Summary and Statement of Need:
This project will help offset the costs of litigation arising out of the Department of Natural Resources's 
(DNR) exercise of the state's rights under its leases and the unit agreement (Point Thomson appeal). 
This request will help fund the costs o f outside experts and legal counsel.
F u n d i n g :  F Y 2 0 0 7  F Y 2 0 0 8  F Y 2 0 0 9  F Y 2 0 1 0  F Y 2 0 1 1  F Y 2 Q 1 2  T o ta l

G e n  F u n d  $ 1 , 5 0 0 , 0 0 0 $ 1 , 5 0 0 , 0 0 0

T o ta l :  $ 1 , 5 0 0 , 0 0 0  $ 0 $ 0  $ 0 SO $ 0  $ 1 , 5 0 0 , 0 0 0

F  S t a t e  M a tc h  R e q u i r e d  I ?  O n e - T i m e  P r o j e c t  F  P h a s e d  - n e w F  P h a s e d  - u n d e rw a y P  O n - G o i n g

0 %  = M in im u m  S t a t e  M a t c h  %  R e q u i r e d F  A m e n d m e n t □  M e n ta l  H e a l th  Bill

Operating & Maintenance Costs: Amount Staff
Project Development: 0 0

Ongoing Operating: 0 0

One-Time Startup: 0

Totals: 0 0

Additional Information / Prior Funding History:
This is new project funding.

Project Description/Justification:
T h is  C IP  r e q u e s t  will p r o v i d e  f u n d s  th a t  m a y  b e  e x p e n d e d  d i re c t ly  b y  D N R  o r  th a t  m a y  b e  R S A 'd  to  t h e  D e p a r t m e n t  o f  L a w  
to p a y  e x c lu s iv e ly  fo r  c o n t r a c t s  w ith  o u t s i d e  c o u n s e l  a n d  e x p e r t s  to  a s s i s t  wit'  ■ t h e  a p p e a l  o f  t h e  P o in t  T h o m s o n  Unit 
d e c i s io n  c u r r e n t ly  b e f o r e  t h e  c o u r t s  a n d  a d d i t io n a l  li tigation r e la t in g  to  l e a s e  te r m i n a t i o n s .

In N o v e m b e r  2 0 0 6 ,  th e  D N R  c o m m i s s i o n e r  i s s u e d  a  d e c i s io n  o n  th e  P o in t  T h o m s o n  Unit w h ic h  t e r m i n a t e d  t h e  unit .  In 
D e c e m b e r  2 0 0 6 ,  E x x o n M o b il  fi led a n  a p p e a l  in th e  S u p e r i o r  C o u r t .  T h e  s t a t e  will n e e d  to  r e s p o n d  to  m o t i o n s  a n d  b r i e f s  in 
a  t im ely  m a n n e r  to  e n s u r e  t h a t  th i s  c a s e  c o n t i n u e s  to c o m e  to a  c o n c l u s i o n  a s  qu ick ly  a s  p o s s ib l e .  T h e r e  is  a l s o  th e  
poss ib i l i ty  o f  a  s u b s e q u e n t  S u p r e m e  C o u r t  a p p e a l  in w h ic h  t h e  s t a t e  will a l s o  n e e d  to  r e s p o n d ,

T h e  c o m m i s s i o n e r ' s  d e c i s i o n  to  t e r m i n a t e  th e  unit  i m p a c t s  t h e  t e r m s  o f  t h e  u n d e r ly in g  l e a s e s .  T h e  u n i t  o p e r a t o r  h a s  
t h r e a t e n e d  li tigation. D N R  n e e d s  to  b e  a b l e  to  d e f e n d  th e  s t a t e ' s  i n t e r e s t s  in t h e s e  la n d s .

Hiring o u t s i d e  c o u n s e l  a n d  e x p e r t  w i t n e s s e s  will e n s u r e  th a t  t h e  P o in t  T h o m s o n  Unit a p p e a l  c o n t i n u e s  to  m o v e  th r o u g h  t h e  
le g a l  p r o c e s s  in a  t im e ly  m a n n e r .  It will a l s o  h e lp  e n s u r e  t h a t  t h e  s t a l e  h a s  all t h e  n e c e s s a r y  r e s o u r c e s  o n  th is  a p p e a l  
w h ic h  will d e a l  with  t h e  s t a t e ' s  b a s i c  r ig h ts  u n d e r  its l e a s e s  a n d  un it  a g r e e m e n t s .  Bil lions o f  d o l l a r s  in s t a t e  r e v e n u e s  a r e  a t  
s t a k e .  In a d d i t io n ,  e x e r c i s e  o f  t h e  s t a t e ’s  r ig h ts  m ig h t  a f f e c t  f u tu re  a c l i o n s .

W h y  i s  t h i s  P r o j e c t  N e e d e d  N o w :
T h e  P o in t  T h o m s o n  a p p e a l s  w e r e  fi led in S u p e r i o r  C o u r t  in D e c e m b e r  2 0 0 6 ,  s o  fu n d in g  is n o t  in t h e  F Y  0 7  o r  FY 0 8  

id g e t s .  It is  im p o r t a n t  th a t  a s  th i s  a p p e a l  p r o g r e s s e s ,  t h e  s t a t e  h a v e  a c c e s s  to  e x p e r t s  to  s e e  th is  a p p e a l  t h r o u g h  to  
l d u s i o n .  T h e  a p p e a l  m a y  t a k e  th r e e  y e a r s  if a p p e a l e d  t h r o u g h  t h e  A l a s k a  S u p r e m e  C o u r t .

State o f A laska Capital P ro ject Sum m ary
FY2007 Supplem ental - G overnor
2/9/07 10:01:45 AM Page 1

D epartm ent o f Natural Resources
Reference No: 43298



Commercialization of North Slope Gas FY2007 R e q u e s t $3,o00 ,000
___________________________________________________________Reference No:____________43310
AP/AL: Appropriation Project Type: Planning

•
ategory: Development
ocation: Statewide Contact: Jerry Burnett

House District: Statewide Contact Phone: (907)465-2312
Estimated Project Dates: 03/01/2007 - 06/30/2012

Brief Summary and Statement of Need:
This capital project funding request is for work related to the state gas pipeline and bringing North 
Slope natural gas to market.
F u n d i n g : _____________ F Y 2 0 0 7  F Y 2 0 0 8  F Y 2 0 0 9  F Y 2 0 1 0  F Y 2 0 1 1  F Y 2 0 1 2 ___________ T ola!

G e n  F u n d  $ 3 , 0 0 0 , 0 0 0 $ 3 , 0 0 0 , 0 0 0

T ota l :  $ 3 , 0 0 0 , 0 0 0  $ 0 $ 0 G
O O G
O O $ 0  $ 3 , 0 0 0 , 0 0 0

I j  S t a t e  M a tc h  R e q u i r e d  H  O n e - T i m e  P r o j e c t  

0 %  =  M in im u m  S t a t e  M a tc h  %  R e q u i r e d

f l  P h a s e d  - n e w  

f j  A m e n d m e n t

r  P h a s e d  - u n d e rw a y  

r  M e n ta l  H e a l th  Bill

17, O n - G o i n g

Operating & Maintenance Costs: Amount Staff
Project Development: 0 0

Ongoing Operating: 0 0
One-Time Startup:___________________0_____________

Totals: 0 0

^ Id i t io n a l  Information I Prior Funding History:

Project Description/Justification:

T h e  D e p a r t m e n t  o f  R e v e n u e  r e q u e s t s  $ 3 , 0 0 0 . 0  G F  to  p u r s u e  c o m m e r c i a l i z a t i o n  o f  N o r th  S l o p e  G a s .  F o l low in g  is th e  
p r o j e c t e d  b r e a k d o w n  o f  t h e  $ 3  million fu n d in g  r e q u e s t :

1) $ 4 1 9 .5  for  tw o  s t a t e  e m p l o y e e  e c o n o m i s t s  to  w o r k  g a s l i n e  i s s u e s  in te rna l ly  fu llt im e w i th in th e  D e p a r t m e n t  o f  R e v e n u e ,  
P a y  w o u ld  b e  c o m m e n s u r a t e  with  s im i la r  p o s i t i o n s  in t h e  D e p a r t m e n t  o f  N a tu ra l  R e s o u r c e s  w o rk in g  o n  th e  g a s l i n e  p ro je c t .  
P r o j e c t e d  c o s t  is fo r  1 7  m o n t h s .

2)  $ 1 ,3 6 0 .0  for  a t  l e a s t  tw o  e x t e r n a l  e c o n o m i s t s / c o m m e r c i a l  a n a ly s t  f i r m s / p e r s o n s  to  a s s i s t  in ( a )  m o d e l in g  a n d  a n a ly z in g  
ta x  in c e n t iv e s  a n d  p r o b a b l e  im p a c t s ;  (b )  m a r k e t i n g  o p t i o n s  a n d  th e i r  feas ib il i ty  a n d  profitability; (c )  in - s t a t e  g a s  s y n e r g i e s ;  
a n d  (d)  d e v e lo p i n g  a p p r o p r i a t e  c o m m e r c i a l  c r i te r ia  to  e v a l u a t e  a p p l i c a n t s  a n d  p r o p o s e d  p r o j e c t s .

3 )  $ 1 , 1 6 9 . 6  for  tw o  to  t h r e e  a t t o r n e y s / l a w  f i rm s  wilh a p p r o p r i a t e  s p e c i a l i t i e s  o u t s i d e  o f  th e  D e p a r t m e n t  o f  L a w  to a d v i s e  u s  
o n  ta x  s t r u c t u r e s  a n d  c r e a t i o n  o f  n e w  ta x  s t r u c t u r e s  t h a t  d if feren t ia l ly  in ccn t iv ize  d i f fe ren t ly  s i t u a t e d  t a x p a y e r s ;  a s s e s s m e n t  
o f  leg a l  i s s u e s  a n d  i m p e d i m e n t s  to  m a r k e t i n g  o p t i o n s  n o w  b e in g  c o n s i d e r e d  to  a s s i s t  in e v a lu a t io n  o f  p r o j e c t s ;  a n d  leg a l  
a s s e s s m e n t  o f  f in an c ia l  c o v e n a n t s  im p a c t i n g  t h e  s t a t e  a n d  its p r o j e c t  s e l e c t i o n  in s t a n d a r d  c o m m e r c i a l  f i n a n c in g  
a r r a n g e m e n t s  a n d  g o v e r n m e n t a l ^  g u a r a n t e e d  f in a n c in g  s c e n a r i o s .

4 )  $ 5 0 .9  for t r av e l ,  m e e ' i n g  e x p e n s e s  with th i rd  p a r t i e s  to  c o m p l e t e  m a r k e t ,  f in an c ia l  a n d  le g a l  r e s e a r c h  o f  o th e r  p r o j e c t s  
a n d  p la y e r s .

State of A laska Capital Project Sum m ary
FY2007 Supplemental - Governor
2/9/07 10:08:00 AM Pago 1

Departm ent of Revenue
Reference No: 43310



Change Record Detail With Description
Department of Revenue

Scenario: FY2007 Supplemental - Oil and Gas (5921)
Component: Tax Division (2476)

RDU: Taxation and Treasury (510)
Scenario/ Trans Personal

Change Record Title Type Totals Services

FY2007 Supplemental - Oil and Gas
Petroleum Production Tax (PPT) Implementation

Suppl 521.7 47.0 0.0 474.7 0.0 0.0 0.0 0.0 0 0 0
1004 Gen Fund 521.7

The Petroleum Production Tax, Chapter 2, TSSLA 2006 (HB 3001) was enacted during a special session absent an appropriation bill.
In order to implement this tax legislation, the Tax Division is requesting $521.7 GF supplemental funding for FY2007.

This request Includes $47.0 for personal services costs related to filling three new Oil and Gas Revenue Auditor positions for 1-3 
months. $474.7 is requested for contractual costs including consulting fees to develop regulations, expenses related to hearings for 
public notice, legal advice on regulations, advertising, training, and development of an online data filing system.

Ongoing funding in the amount of $1,367.8 is being requested in the FY2008 Governor’s Budget based on the fiscal note that was 
prepared for this legislation.

Refunds for Capital Expenditures and Lease Bids under PPT
Suppl 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0 0 0

The Petroleum Production Tax, Chapter 2, TSSLA 2006 (HB 3001) was enacted during a special session absent an appropriation bill.
AS 43 55.023(0 has language for refunds of capital expenditures and lease bids.. In order to make those refunds, the Department of 
revenue, Tax Division, is requesting language to appropriate the necessary funds if a refund occuis in this fiscal year.

Totals 521.7 47.0 0.0 474.7 0,0 0.0 0.0 0.0 0 0 0

Capital Grants & Misc./Debt Positions
Travel Services Commodities Outlay Benefits Service PFT PPT NP

Page 1 of t
Slato of Alaska 

Office of Management & Budget 2-9-2007 12.53 pm



MEMORANDUM
D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

State of AlasKa
S U P P O R T  S E R V I C E S  D IV ISIO N

TO: Karen Rehfeld
Director, OMB

DATE

FILE NO

TELEPHONE NO.

February 12, 2007 

extend lapse dates 

465-2406

SUBJECT: Lapse Date extensions

The Department of Natural Resources requests approval to extend the lapse dates 
from June 30, 2007 to June 30, 2008 for the following gasline-related multi-year 
operating appropriations.

SLA05/CH6/Sec7(d). Includes allocations for Bullen PI. Road right-of-way permitting 
(estimated carry forward of $100,000), and increased workload issues for the Division 
of Oil & Gas (estimated carry forward of $150,000) and the Commissioner’s Office 
(estimated carry forward is zero).

FSSLA05/CH3/Sec20(c). Includes allocations for risk analysis and royalty issues 
(estimated carry forward of S1,500,000).

FSSLA05/CH3/Sec20(d). Includes allocations for Bullen Pt. Road right-of-way 
permitting (estimated carry forward of $800,000), and increased workload issues for the 
Division of Oil & Gas (estimated carry forward is zero) and the Commissioner's Office 
(estimated carry forward is $10,000).



5ec> ̂ 0°)

MEMORANDUM STATE OF ALASKA
D E P A R T M E N T  O F  A D M IN IS T R A T IO N  
D iA sion o f  A d m in is tra tive  Services

To: Joan Brown
Chief Budget Analyst
Office o f  Management & Budget

Date: February 9, 2007

Phone: 465-2200

From : Eric Swanson Subject: AOGCC Gasline
Director Funding Extension

The Department o f  Administration, Alaska Oil and Gas Conservation Commission (AOGCC), is 
requesting an extension o f  the lapse date for the appropriation made in FSSLA 2005, Chap. 3, 
Sec. 20, page 106, line 21 from June 30, 2007 to June 30, 2008.

Existing A OGCC gas o ff take  rules for Prudhoe Bay were set in 1977. Allowable o ff take  gas 
rates for Pt. Thom son and o.hcr fields have never been established. To be able to move quickly 
with our rule making and not delay construction o f  a gas line, we requested and obtained an 
appropriation o f  funds to allow us to do the studies needed lo set gas o ff take  rates.

For FY2006 and FY2007 we received an appropriation o f  S I .2 million dollars. $628,000 ol this 
has been spent or encumbered and between now and the end o f  the current liscal year, we expect 
to spend or encumber another $322,000 which will leave approximately $250,000 remaining ol 
our original $ 1 . 2  million appropriation.

It is extremely important that this remaining $250,000 not lapse and that we be able to carry it 
forward to FY2008 when it will be needed to finish work currently under way. Litigation with 
EXXON over Pt. Thomson has interrupted the How o f  necessary data from that operator to our 
staff and consultants. All studies have a shelf life and so to spend our funding as efficiently as 
possible we will wrap up what we have done to date and then stand down until we have a better 
idea o f  a likely start-up date for major gas sale from the North Slope. 1 laving the remaining 
funding available to us in FY2008 will be necessary to enable completion o f  our work.

Cc: John Norman 
Chairman 
AOGCC



MEMORANDUM s t a t e  o f  a la s k a
Department o f Revenue 
Administrative Services Division

To: Lena Simmons 
Budget Analyst
Office o f  Management & Budget

Date: February 9, 2007

Phone: 465-2312

From: Jerry Burnett t • bA/
Administrative Services Director

Subject: Lapse Date Extension
for Gasline Appropriations

The Department o f  Revenue requests that the lapse dates for the appropriations made in Sections 
20(e) and 20(f), Chapter 3, FSSLA 2005 be extended to June 30,2008.

These appropriations were made for the purpose o f  bringing North Slope gas to market. This 
project is ongoing and work will not be completed by the current lapse date o f  June 30,2007. It 
is anticipated that Ihe appropriation made in 2 0 (e) will have a balance of $ 1 0 0 .0 , and 2 0 ( 1)  a 
balance of $500.0 at the end o f  this fiscal year.

If you need additional information please contact me.

Thank you.

cc: Carol Gamez, ASD



Official Business

Alaska State Senate
Senate Finance Committee

M E M O R A N D U M

Mail Stop 3100 
State Capitol 

Juneau, Alaska 99801-1182

D A TE: March 5, 2007

T O : Senate Finance Committee Members

F R O M : Senator Lyman Hoffman,
Senate Finance Committee

RE: CS Senate Bill 82 (FIN) -  Oil and Gas S upp lem en ta l

Attached is a copy of the proposed Senate Finance Committee Substitute for Senate Bill 
82, the Governor’s Oil and Gas Supplemental and an updated spreadsheet from 
Legislative Finance. This Committee Substitute is identical to the Governor’s request 
with the exception of the addition of u supplemental for ASMI which was originally 
contained in SB 83, Sec. (1) (a). The language for the ASMI appropriation has been 
revised with the assistance of Legislative Finance to more properly reflect the source o f  
funds.

Also attached are additional documents that may be helpful to you:

1. Alaska Stranded Gas Development Act Contractual expenditure Report, dated 
2/26 by the Department of Revenue.

2. Department o f  Revenue -  Stranded Gas Development Act Funding Summary by 
Appropriation FY2004 -  FY2007.

3. March I memorandum from the Department of Law, Larry Ostrovsky, Assistant 
Attorney General, containing a more detailed breakdown o f  their supplemental 
request.

-J. February 26 memorandum from the Oil and Gas Commission, John Norman, 
Chairman, responding to Committee questions about progress on Point 
Thompson.

We will consider the CS for Senate Bill 82 (l-'IN) Wednesday upon completion of the 
Executive Session on oil and gas matters.

attachments



Alaska Stranded Gas 
Development Act 
Contractual Expenditures 
Report
From July 2003 to January 2007

Report date: February 26, 2007 
Alaska Department o f  Revenue
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SGDA Contractual Expenditures Report

Executive Summary

Since July 2003, several appropriations have been authorized by the Alaska Legislature 
under the Stranded Gas Development Act (SGDA), AS 43.82, to negotiate and evaluate 
proposals to bring North Slope natural gas to market. The funding evaluated in this report 
was intended to contract for services o f  independent contractors to assist in evaluating 
applications or develop contract terms in support o f  a Stranded Gas Pipeline contract.

This report provides an overview, not an audit, o f  the Stranded Gas Development Act 
contractual expenditures from July 2003 to January 2007. Expenditure items are 
categorized based on types o f  service provided. This report also lists descriptions o f  
services provided by each contractor, its monthly invoice pattern, along with its tangible 
deliverables.

From July 2003 to January 2007, a total o f  $26,029,006 was recorded as SGDA 
contractual expenditures by the Departments o f  Law, Revenue, and Natural Resources, 
and the Governor’s Office. This total expenditure includes amounts that the State has 
expended up to January 11, 2007, but excludes any encumbered amounts. It also includes 
a total o f  S I ,500,000 reimbursed from the Producers (BP, ConocoPhillips, and 
ExxonMobil) for their pipeline application evaluation.

SGDA expenditures are grouped into the following categories o f  service:

Legal Service & C o n trac t  Negotiation -  Legal research and assistance for state 
Stranded Gas Pipeline contract negotiation and the development o f  contractual 
documents such as the proposed Fiscal Contract and LLC Agreement.

Financial Service -  Financial advisory services including planning, analyzing and 
evaluating project financing options.

R esearch , Economic & Risk Analysis -  Various economic modeling and analysis on 
the energy market, instate gas use, instate municipality impact, pipeline project risks, 
alternative business models for the natural gas development, etc.

D ocum entation - The development o f  Fiscal Interest Findings and Determination.

The following chart indicates the expenditures for each service category.

Executive Summary i



SGDA Contractual Expenditures Report

SGDA Contractual Expenditures by Service Categories
July 2003 -  January 2007

Legal Service & 
Contract Negotiation 
$19,008,217

Research, Economic 
& Risk Analysis 
$3,901,793

Documentation 
$784,584, 3%

Financial Service 
$2,334,412

Total Spent = $26,029,006

The chart below indicates SGDA contractual expenditures by month.

Total SGDA C on trac tua l E x p en d itu res  By Month

$1,800,000

$1,600,000
$1,400,000

$1 ,2 0 0 ,0 0 0$1,000,000
$800,000
$600,000
$400,000
$200,000

$ 0

Executive Summary ii



SGDA Expenditures by Service Providers

Service Category 1: Legal Service & Contract Negotiation

Eight contractors provided SGDA legal and contract negotiation services: Morrison 
Foerster; Preston, Gates, and Ellis; Pedro Van Meurs; Dan Dickinson; James L. Baldwin; 
Hosie, Frost, Large, and McArthur; Ashbum and Mason; and Baice Wilson.

SGDA Contractual Expenditures Report

Contractors for Legal Service & Contract Negotiation
>,
-Q
« $14,000,000
•- l. si?.onn.oon

o

Contractors

Morrison Foerster
Preston, Gates, and Ellis
Pedro Van Meurs
Dan Dickinson
James L. Baldwin
Hosie, Frost. Large, & McArthur
Ashbum and Mason
Bruce Wilson
Total

$12,268,896
$2,904,329
$2,874,462

$387,112
$267,476
$200,000

$95,941
$ 10,000

$19,008,217

Legal Service & Contract Negotiation 1



SGDA Contractual Expenditures Report

The following chart indicates legal service and contract negotiation expenditures by 
month.

Total Legal Service & Contract Negotiation Expenditures
By Month

$1,400,000
$1 ,2 0 0 ,0 0 0
$1,000,000

$800,000
$600,000
$400,000
$200,000

$ 0

Legal Service & Contract Negotiation 2



SGDA Contractual Expenditures Report

Morrison Foerster

Morrison Foerster Monthly Expenditures

$1,200,000

$1,000,000

$800,000

$600,000

$400,000

$200,000
$ 0

Services: Legal advisors to the Department o f  Law
T otal Cost: N/A
Period o f  P e r fo rm an c e : N/A

Description of Services:
Provided advice and counsel on State and Federal legal issues related to the 
negotiation and development o f  a contract under the Alaska Stranded Gas 
Development Act (AS 43.S2). Provided advice on FERC issues, public financing, 
constitutionality, and other legal issues related to a gasline contract. Prepared 
“ final offer” contract to present to the Sponsor group, negotiated with the Sponsor 
group on compromise language for the stranded gas contract and LLC, and 
refined the Alaska Pipe Co. legislation to conform to the contract goals and 
structure.

Deliverables:
Numerous legal memos regarding the LLC, FERC (regulatory, tax, and tariff 
issues), finance proposals, Canadian issues and the Sponsor group’s contract 
proposals.

Legal Service & Contract Negotiation 3



SGDA Contractual Expenditures Report

Preston, Gates, and Ellis

Preston, Gates, and Ellis Monthly Expenditures

$400,000
$350,000
$300,000
$250,000
$200,000
$150,000
$100,000
$50,000

$ 0

Services: Legal advisors to the Department o f  Law
Total Cost: N/A
Period of P erfo rm an ce : N/A

Description of Services:
Provided advice and counsel on State and Federal legal issues related to 
negotiation and development o f  a contract under the Ala^xa Stranded Gas 
Development Act (AS 43.S2). Provided legal advice on public financing, 
constitutionality and other legal issues related to a gasline contract, as well as 
assisted with record handing, review and analysis related to public record or 
discovery requests. Provided outline o f  legislation needed to implement the 
Sponsor group’s SGDA deal and study impact o f  Superior Court’s decision in 
royalty oil case on SGDA contract issues.

Deliverables:
A computerized, indexed database o f  the SGDA administrative record and 
numerous legal memos.

Legal Service & Contract Negotiation 4



SGDA Contractual Expenditures Report

Pedro Van Meurs

Pedro Van Meurs Monthly Expenditures

$200,000
$180,000
$160,000
$140,000
$120,000
$100,000
$80,000
$60,000
$40,000
$20,000

$ 0

Services: Negotiator and consultant for gas line contract
T otal Cost: 52,879,244
Period o f  P e rfo rm an ce : 7 /15/03 to 12 /15/06

D escription of Services:
The contractor served as lead negotiator for the State o f  Alaska in development o f  
a contract under the Alaska Stranded Gas Development Act. This shall include:

• Participating in discussions with the State on developing proposed 
contracts.

• Developing proposed contract terms and making presentations to the State 
and producers.

• A .isting the State in evaluating applications for development o f  a 
contract.

• Advising the State on negotiating strategy.
• Assisting the State in developing economic models o f  the project.
•  Advising the State on international competitiveness o f  Alaska fiscal terms.
• Advising the State on issues embedded in ASGDA, including: Fiscal 

system; Fiscal certainty; Royalty provisions (in-kind and in-value); Gas 
valuation; Tariffs; Pipeline access for third parties; In-state use o f  gas; and 
Use o f  Alaska labor and businesses.

• Making presentations to Alaska communities, organized labor anti 
businesses, and the legislature.

Deliverables;
Alaska gasline project competitiveness reports, project profitability analysis 
reports, a financial model, and presentations on the gasline project to the 
Legislature.

Legal Service & Contract Negotiation 5



SGDA Contractual Expenditures Report

Dan Dickinson

Dan Dickinson Monthly Expenditures

$ 100,000
$90,000
$80,000
$70,000
$60,000
$50,000
$40,000
$30,000
$20,000
$10,000

$ 0

Services: Production tax reform expertise
Total Cost: S387.112
Period of P e rfo rm an c e : 1/4/06 to 1/3/07

Description of Services:
• Assisted the department in enabling reform o f  the AS 43.55 production tax.
• Participated in negotiation meetings and provided expert advice and 

guidance on specific issues as requested.

Deliverables:
Proposed revisions to the proposed fiscal contract between the State o f  Alaska and 
the Producers.
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James L. Baldwin

James L. Baldwin Monthly Expenditures
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Services: Assist with Stranded Gas contract developments and the drafting o f  the 
Interim Fiscal Interest Finding (IFIF)
Total Cost: N/A
Period of P e rfo rm an ce : N/A

Description of Services:
Provided legal advice regarding gasline negotiations (attended numerous gas team 
meetings and teleconferences), advised DOL regarding separation o f  powers, 
speeial session legislation, Legislature v. Murkowski. Assisted in the drafting o f  
the Fiscal Interest Finding, as well as prepared legal memos for DOR, the 
Governor’s Office, and DOL,

Deliverables:
Proposed revisions to the IFIF, legal memos and e-mail correspondence.
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Hosie, Frost, Large, & McArthur

Hosie, Frost, Large, & McArthur Monthly 
Expenditures
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Services: Provide an in-depth analysis o f  the major North Slope producers’ (BP,
ExxonMobil and ConocoPhillips) duties to develop and market their interest in
the gas resource in the Prudhoe Bay and Point Thomson Units
Total Cost: $209,940
Period of P e rfo rm an c e : 7/1/04 to N/A

Description of Services:
Provided DOL with an analysis of: the pertinent express covenants in the basic 
state oil and gas lease forms, the two standard unit agreement forms, the Prudhoe 
Bay and Point Thomson Units Agreements; in particular, the implied covenants to 
develop and market.

Deliverables:
A legal memorandum.
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Ashburn and Mason

Ashbum and Mason Monthly Expenditures
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Services: Assist the State with evaluating and prosecuting potential claims with
respect to North Slope pipeline operations
Total Cost: $102,997
Period of P e rfo rm ance ; 7/1/06 to 12/31/06

Description of Services:
Provided legal advice for DOL in various legal memos, monitored special session 
proceedings, reviewed correspondence and research materials on proposed oil 
tax/gasline tax legislation, as well as reviewed gasline contract proposals.

Deliverables: N/A
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Bruce W ilron

Bruce Wilson Monthly E xp en d itu res
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Services: Analysis o f  the Jones Act 
Total Cost: S 10,000
Period of P erfo rm ance . 04/15/05 to 09/30/05

Description of Services:
Legal analysis related to the Jones Act.

Deliverables: N/A
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Service Category 2: Financial Service (FS)

Financial advisory services involved planning, analyzing and evaluating project Financing 
options. This service category included three contractors: the Challenger/Joint Venture 
Group, Government Finance Association, and Merrill Lynch.

Contractors for Financial Service
J 3
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|  o $2,000,000 
=0 |  $1,500,000 
® £  $ 1,000,000 
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75 $0
£  Challenger/Joint Merrill Lynch Government

Venture Group (FS) Finance
(FS) Association

C on trac to rs

Challenger/Joint Venture Group (FS) $2,106,761 
M emJl Lynch (FS) $150,000
Government Finance Association $77,651
T otal $2,334,412

Financial Service
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Challenger, UBS, Credit Suisse (Joint Venture Group) (FS)

Challenger/Joint Venture Group (FS) Monthly 
Expenditures
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•r ervices: Financial Plan Advisor to the Dept o f  Revenue, SGA Project 
tal Cost: S2.106.761 

P„> iod of Perfo rm ance : 10/25/05 to 6/30/07

Description of Services:
Assisted the State on planning, analysis, and evaluation o f  state equity 
participation and overall analysis o f  project financing and construction o f  the 
pipeline.

Deliverables;
A Finance Plan Report as an appendix to Interim Fiscal Interest Findings and 
Determination.
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M errill Lynch & Co (FS)

M errill Lynch (FS) M onth ly Expenditures
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Services: Advice to the Gas Team on taxation and risk reduction on financing gas 
line
T otal Cost: $ 150,000
Period of P e rfo rm an ce : 6/8/04 to 6/30/05

D escription o f  Services:
Provided advice to the Gas Team on the State’s ability to finance its 35% share o f  
gas treatment plant and pipeline as well as financing methods.

Deliverables:
Presentations to the Legislature and a report regarding Alaska natural gas 
pipeline: analysis o f  state participation and alternative structures.
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Government Finance Association

Government Finance Association Monthly 
Expenditures
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C o n trac t  1 Services: Financial advice on financing alternatives 
Total Cost: 529,810
Period of P e rfo rm an ce : 9/16/04 to 4/30/05 

Description of Services:
Financial advisory sendees on alternative financing arrangements.

Deliverables:
Written recommendations on transportation financing proposals considering state 
risk, project capability to repay, and effect o f  proposal on state credit ratings.

C o n trac t  2 Services: Financial Advisory Services 
Tota l Cost: 547,841
Period of P e rfo rm an ce : 1/20/05 to 1/20/06 

Description of Services:
Researchou on credit issues, such as ratings for domestic pipelines and shippers, 
review and response on credit and structuring matters, development o f  parameters 
effecting Gasco, Pipeco and related entities, comment on fiscal agreement and 
other gas line issues, use o f  federal guarantee transactions and associated 
assistance as requested.

Deliverables: N'/A

Financial Service 14



Service Category 3: Research, Economic & Risk Analysis

A number o f  contractors performed various economic and risk analysis and research.

SGDA Contractual Expenditures Report

Contractors for Research, Economic & Risk Analysis
JQ
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C o n tra c to rs

Black & Veatch (Lukens) S2,028,485
Information Insight $456,500
PFC Energy $375,894
Paragon Engineering $237,310
Muse Stancil $216,348
Wood MacKcnzic $150,000
Ziff Energy Group $103,000
PriceWaterHouseCoopers $92,892
Daniel Johnston $53,250
Natural Gas Associates o f  Colorado, LLP S30,000
Richard Newell $26,295
CitiGroup $ 2 0 , 0 0 0
Goldman Sachs S2 0 . 0 0 0
Merrill Lynch $ 2 0 , 0 0 0
UBS $ 2 0 , 0 0 0
Grant Thornton $19,099
Michael Baker Jr Inc $18,019
Jensen Associates $12,700
Gustavson Associates $ 2 , 0 0 0
T otal $3,901,793
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Black & Veatch Corporation (previously Lukens Energy)

Black & Veatch (Lukens) Monthly Expenditures
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C o n tra c t  1 Serv ices: Risk Analysis Framework
Total Cost: S I .714.945
Period of P erfo rm an ce : 7/1/04 to 6/30/07

Description o f  Services;
Risk analysis on SGDA issues, especially with expert advice on midstream tariff 
and expansion terms.

Deliverables:
Contractor provided numerous reports. These included: probabilistic analysis o f  
available capacity on export pipelines from the AECO hub; risk associated with 
making transportation capacity commitments on export pipelines from the AECO 
hub; toll design and NGL extraction for natural gas on the Alliance Pipeline and 
NOVA Gas Transmission Ltd.; financial analysis o f  firm transportation 
commitments to an Alaskan natural gas pipeline; overview o f  building and 
managing a natural gas marketing organization; alternative structures, strategies 
and risks fo ra  state natural gas marketing organization; overview o f  asset 
management and gas sales agreements; comparative jurisdictional review o f  RIK 
sales processes; natural gas price forecasting for ANS gas; option value o f  gas 
purchases o f  ANS gas; value to the state o f  lease “higher-of" provisions; summary 
o f  Alliance pipeline terms. Contractor built and provided to the State both tariff 
and gas price models.

C o n tra c t  2 Services: Evaluation o f  Applications -  Regulatory & economic 
Expertise
Total Cost: $312.21()

Research, Economic & Risk Analysis 16
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Period o f  P e rfo rm ance : 3/1/2004 to 6/30/2005 

Description of Services:
Assisted the State with developing economic models o f  the gas line project, 
provided reports on gas market analysis& midstream asset valuation, drafted 
related proposed contract terms, advised the State on issues imbedded in the 
SGDA such as tariffs, 3rd party access to gas, instate gas use and was in 
attendance at negotiations and participated in discussions on contract 
development.

Deliverables:
A set o f  market analysis reports and presentations.

C o n tra c t  3 Services: Professional Services 
Total Cost: S50,000
Period of P e rfo rm ance : 1/28/04 to 6/30/04 

Description of Services:
Evaluation o f  an application for the development o f  contract terms under AS 
43.82.200 and provide the SOA with regulatory and economic expertise.

Deliverables:
Contractor provided reports on the likely available capacity on export pipelines 
from the AECO hub; analysis o f  a future possible Fairbanks to Anchorage spur 
pipeline.
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Information Insights

Information Insights Monthly Expenditures
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C o n trac t  1 Services: Socioeconomic Impact Study 
Total Cost: $348,154
Period o f  P e rfo rm an ce : 3/3/04 to 12/31/06 

Description of Services:
To assist the Department o f  Revenue in preparing a socioeconomic impact study 
on the areas affected by construction and development o f  a gas pipeline under AS 
43.82.200, Stranded Gas Act. Provided infomiation on local communities and 
governments located near the project construction site to include; economic 
impact, social and cultural impact/subsistence, and revenue impact. Ex. 
Education, law enforcement, firefighting, public utilities, transportation, rail road, 
etc.

Deliverables:
A report regarding Economic, Fiscal and Workforce Impacts o f  Alaska Natural 
Gas Projects.

C on trac t  2 Services: Economic impact estimates on construction and operating 
costs
Total Cost: $208,301
Period of P e rfo rm ance : 12/8/05 to 11/30/06 

Description of Services:
Estimated the economic impacts on municipalities o f  developing Alaska’s natural 
gas.

Deliverables:
Reports regarding Municipal Impact Analysis.
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RFC Energy
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C o n tra c t  1 Services: Economic Advisor
Total Cost: $124.894
Period of P e rfo rm an c e : 6/8/04 to 6/30/05

Description of Services:
Economic analysis o f  the international attractiveness o f  the Alaska gas pipeline 
project, as viewed by the three producers, under various scenarios.

C o n tra c t  2 Services: Assess Port Authority proposal 
Total Cost: S251,000
Period of P e rfo rm an ce ; 12/6/05 to 8/31/06 

Description of Services:
Provided an economic analysis o f  the Alaska Natural Gas Port Authority project 
proposal.

Deliverables:
Memos regarding analyses o f  other LNG projects in the world. Company profile 
reports on BP, ExxonMobil, and ConocoPhillips. A presentation regarding North 
Slope gas projects in the context o f  global portfolios. A report regarding the free 
cash tlow o f  Alaska natural gas project. A report regarding oil price assumptions. 
Report on the ANGPA project proposal.

Research, Economic & Risk Analysis 10
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Paragon Engineering

___________ t

Paragon Engineering M onthly Expenditures
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C o n tra c t  1 Services: Pipeline Engineering Expertise 
Total Cost: $234,282
Period of P erfo rm ance : 5/11/04 to 3/31 /05 

Description of Services;
The contractor shall provide the State o f  Alaska with pipeline engineering 
expertise including but not limited to the following:

• Developing data request o f  Stranded Gas Act applicants
• Pipeline capacity confirmation studies
• Assessing the scope, granularity, and economic feasibility o f  capacity 

expansions
• Future tie-in points to the proposed pipeline
• Perform cost estimates, develop cost/benefit metrics, and confirm the basis 

for pipeline design.

Deliverables:
A set o f  reports regarding pipeline work commitment, cost estimate, expansion 
issues, and the company’s findings and recommendations.

C o n tra c t  2 Services: Professional Services -  Engineering help 
Total Cost: $3,030
Period of P erfo rm ance : 4/11/05 to 6/30/05 

Description of Services:
Engineering assistance for SOA review o f  TransCanada proposal.

Deliverables:
Draft report on Work commitments and milestones for tracking operator progress 
towards FERC and NEB filings.
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Muse Stancil

Muse Stancil Monthly Expenditures

$ 5 0 ,0 0 0

$ 4 0 ,0 0 0

$ 3 0 ,0 0 0

$20,000 

$10,000

$ 0

C o n tra c t  1 Services: Petrochemical Feasibility for Alaska
Total Cost: $ 199,020
Period of P e rfo rm an c e : 3/15/04 to 3/31/05

Description of Services:
Perform a petrochemical feasibility study for the State o f  Alaska.

Deliverables:
Presentations regarding Fairbanks petrochemical project; overv iew o f  natural gas 
and N G L ’s markets; NGLs, in-state gas processing, and petrochemical facilities; 
and gas processing alternatives for Alaska natural gas.

C o n tra c t  2 Services: Regulatory and Economic Expertise 
T o ta l Cost: $26,348
Period of P erfo rm an ce : 10/14/05 to 6/30/06 

Description of Services:
Advised the State regarding accounting procedures necessary to ensure that the 
State receives the correct amount o f  gas from the producers, as well as other 
issues relevant to title transfer, audit, measurement, and cost responsibilities.

Deliverables: N/A
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Wood MacKenzie

Wood MacKenzie Monthly Expenditures
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C o n trac t  1 Services: Alternative Business Models 
Total Cost: $20,000
Period of P e rfo rm an ce : 7/15/04 to 11/30/04 

Description of Services:
Developed alternative business models to recognize the amount o f  risk the State 
can afford given its financial constraints and credit needs, as well as the possible 
roie o f  the Permanent Fund.

Deliverables:
Provide power point presentation.

C o n trac t  2 Services: Price calibration report 
Total Cost: $ 130,000
Period of P e rfo rm an ce : 11/15/04 to 7/31/05 

Description of Services:
Preparation o f  a graph showing Henry Hub, Chicago gas prices, fuel oil prices, 
and the price o f  West Texas Intermediate (WTI). Also a correlation between the 
expected Chicago gas price and a long term WTI price real at various cost.

Deliverables:
Presentations and reports regarding the North American gas market.
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PriceW aterHouseCoopers

PriceWaterHouseCoopers Monthly Expenditures
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Services: Canadian Tax Implications 
Total Cost: $92.892
Period of P e r fo rm an c e : 8/6/04 to 12/1/04 

Description o f  Services:
Assisted the State in determining the applicability o f  Canadian taxes to Alaska gas 
line project through Canada; determined the best ownership and financing 
structure in consideration o f  the tax implications; and assisted the State in 
analyzing the producer’s determination for booking their North Slope natural gas 
reserves.

Deliverables:
Report on Canadian tax issues with respect to state ownership o f  a portion o f  an 
Alaskan natural gas pipeline.
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Z iff Energy Group
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C o n tra c t  1 Services: Long Term Gas Price Sensitivities 
Total Cost: S73,000
Period of P erfo rm an ce ; 6/10/04 to 6/10/05 

Description of Services:
Long term gas pricing outlooks and advice on North American gas markets. 

Deliverables:
Contractor provided scenario-based price forecast reports, including discussion o f  
risks and sensitivities.

C o n trac t  2 Services: Pipeline Tariffs & Price Forecasting 
Total Cost: $30,000
Period of P e rfo rm an c e : 8/31/04 to 10/31/05 

Description of Services:
Information on how an Alaska net back price would be determined, and a view on 
tolls between AECO and Chicago.

Deliverables:
A report on natural gas price sensitivities.
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Daniel Johnston
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Daniel Johnston Monthly Expenditures

C o n tra c t  1 Services: Consulting 
Total Cost: S43,875
Period of P e rfo rm an ce : 8/13/05 to 8/27/05 

D escription of Services;
Reviewed and evaluated the State’s proposals for competitiveness from an 
international market perspective.

Deliverables: N/A

C o n tra c t  2 Services: Records review and compilation 
Total Cost: $9,375
Period o f  P e rfo rm an ce : 12/22/05 to 5/31/06 

Description of Services:
Reviewed, compiled and submitted contractor records to the Department o f  Law. 

Deliverables: N/A
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Natural Gas Associa tion o f Colorado, LLP

Natural Gas Association of Colorado, LLP 
Morthly Expenditure

Services: Support for Alaska Gas Pipeline 
T otal Cost: $30,000
Period o f  P e rfo rm an ce : 10/18/05 to 6/30/06 

Description of Services:
Provided engineering, audit and accounting expertise and consultation in 
evaluation o f  and development o f  contract terms pertaining to audit protocols, 
accounting protocols, and measurement standards.

D eliverables: N/A
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Richard Newell

Richard Newell Monthly Expenditures
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Services: Discount Rate Determination 
Total Cost: 526,295
Period of P e rfo rm ance : 8/17/04 to 10/30/04 

Description of Services:
Provided SOA with appropriate discount rate treatment o f  future costs and 
benefits connected with development o f  North Slope gas under alternative fiscal 
regimes.

Deliverables:
Contractor provided the State with both in-person and written reports.
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CitiG roup

CitiGroup Monthly Expenditures
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Services: Risk Analysis/ alternative business models 
T o ta l Cost: S20,000
Period of P e rfo rm ance : 6/29/04 to 10/31/04 

Description of Services:
Developed a number o f  alternative business models so the State and others (gas 
producers, pipeline owners, federal government, etc.) could share an increased 
measure o f  project risk.

Deliverables:
A presentation regarding Alaska natural gas commercialization.
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Goldman Sachs

Goldman Sachs Monthly Expenditures
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Services: Develop alternative business models 
Total C o s t : ,$20,000
Period o f  P erfo rm an ce : 6/1/04 to 7/30/04 

Description of Services:
Developed alternative business models to recognize the volatility o f  future North 
American natural gas prices over the next 30 years.

Deliverables:
Memos and reports regarding the oil and gas industry, federal loan guarantee to 
the gasline project, and state credit rating considerations. The development o f  
pipeline term sheet.
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Merrill Lynch

Merrill Lynch Monthly Expenditures
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Services: Develop alternative business models 
Total Cost: 520,000
Period of P e rfo rm an ce : 5/1/04 to 6/30/04 

Description of Services:
Developed alternative business models to recognize the amount o f  risk the State 
can afford given its financial constraints and credit needs, as well as the possible 
role o f  the Permanent Fund.

Deliverables: N/A
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U B S
UBS Monthly Expenditures

$50,000

$40,000

$30,000

$20,000

$10,000
$0

Services: Alternate Business Models 
Total Cost: $20,000
Period o f  Perform ance: 6/25/04 to O/30/04 

Description o f  Services:
Developed alternative business models to recognize the amount o f  risk the State 
can afford given its financial constraints and credit needs, as well as the possible 
role o f  the Permanent Fund.

Deliverables:
A presentation to the Legislature and a memo regarding financing analysis o f  the 
State's modified plan C.
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Grant Thornton, LLP
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Grant Thornton Monthly Expenditures

550.000 
$45,000 

$40,000 
$35,000

530.000
525.000 
$20,000 
$15,000
510.000 

$5,000
$ 0

Services: Federal and Alaska Corporate Income Tax Expertise 
Total Cost: S 19,099
Period of P erfo rm an ce : 5/24/05 to 9/30/05 

Description o f  Services:
Assessed the operation and effect o f  state and federal income tax on any 
negotiated fiscal contracts that are proposed as part o f  the Alaska Stranded Gas 
Development Act.

Deliverables: N/A
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Michael Baker Jr. Inc.

Michael Baker Jr Inc. Monthly Expenditures
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Services: Professional Services 
Total Cost: $30,000
Period o f  P e rfo rm an ce : 7/26/05 to 12/30/05 

Description of Services:
Engineering expertise and consultation in evaluation o f  gas pipeline project 
alternatives for utilization and delivery o f  gas to various locations as requested by 
DNR.

Deliverables:
Preliminary cost estimates and development options for a bullet line to Cook 
Inlet.
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Jensen Associates

Jensen Associates Monthly Expenditures

Services: LNG Imports 
T o ta l  Cost: S 12,700
Period of P e rfo rm an ce : 7/20/04 to 6/30/05 

Description of Services:
Provided SOA with its expert views o f  future LNG imports into North America. 

Deliverables:
Contractor provided report on probabilities o f  different future LNG imports for 
use in price modeling.
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Gustavson Associates
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Services: Consultant LNG 
T otal Cost: S2,000
Period of P e rfo rm ance : 11/1 S/04 to 11/30/04 

Description of Services:
Reviewed and commented on the best or worst agreement (from a government's 
standpoint), relating to development o f  natural gas resources for liquefaction and 
export as LNG.

Deliverables:
Contractor provided report o f  best and worst gas production sharing agreements 
from the government’s standpoint.

Gustavson Associates Monthly Expenditures
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Service Category 4: Documentation

Northern Economics provided services for this category.

Contractors for Documentation
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5  $2 0 0 ,0 0 0
£  $100,000

$ 0
N orthern  E c o n o m ic s

Contractors

Northern Economics $784,584
T ota l $784,584
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SGDA Contractual Expenditures Report

Northern Econom ics

Northern Economics Monthly Expenditures

$200,000
$150,000
$100,000

$50,000
$ 0

Services: Fiscal Interest Finding Report -  Documentation/Report Development 
Total Cost: S846J 50
Period of P e rfo rm an ce : 3/10/05 to 12/31/06 

Description o f  Services:
Assisted the Department o f  Revenue in preparing a tiscal interest finding. 

Deliverables:
• Preliminary Fiscal Interest Findings and Determination and Appendices.
• Interim Fiscal Interest Findings and Determination and Appendices.
• A database for public comments.
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SGDA Contractual Expenditures Report

Selected Legal Service & Contract Negotiation Monthly Invoices

Compared to other contractors, Legal Service & Contract Negotiation contractors 
performed much more work. This report provides reviews o f  selected monthly invoices 
from Morrison Foerster, the most significant o f  the Legal Service & Contract Negotiation 
contractors, in order to present a breakdown o f  their services. Due to the invoice 
recording method that aggregates multiple activities in one single time entry, monthly 
invoice reviews are based on an estimate o f  time spent on each activity. Listed below arc 
seven types o f  Legal Service & Contract Negotiation activities:

1. M eeting / Teleconference / Discussion / Negotiation -  Meetings, teleconferences, 
internal discussions, and contract negotiations with the Producers (BP, ConocoPhillips, 
ExxonMobil).

2. D raft  /  Review / Analyze / Revise C on trac tua l  Documents -  Work related to the 
development o f  three documents: Alaska Stranded Gas Fiscal Contract between The State 
o f  Alaska and BP, ConocoPhillips, and ExxonMobil; Limited Liability Company 
Agreement o f  Alaska Gas Pipeline Company, LLC; and the Fiscal Interest Findings and 
Determination related to the Stranded Gas Development Act.

3. M em o / L ette r  / Response / Press P repara tion  -  Time spent on preparing advisory 
memos, legal ietters, comment responses, and press release materials.

4. P resenta tion  to Legislature / H earing  / Testim ony and P repara tion  -  Activities 
related to legislative events, gasline public hearings, and Federal Energy Regulatory 
Commission visits.

5. Research a n d  Miscellaneous -  Research issues such as the effect o f  a “no third party 
beneficiaries” clause in a contract governed by Alaska law. Other miscellaneous activities 
such as “work on OP and confidentiality issues."

6 . T rav e l  -  Partial time on traveling (not worked).

7. S ta f f  S u p p o r t  -  Supporting activities provided by contractors* stalls.

Monthly Invoice Review 38
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M orrison Foerster January 2006 Invoice

Morrison Foerster January 2006 Invoice in the 
amount of $494,697

Draft / Review / Analyze / 
Revise Contractual 
Documents

Meeting / 
Teleconference / 
Discussion / 
Negotiation

Memo / Letter / Response / 
— Press Preparation, 2%

"Research and 
Miscellaneous, 2%

Travel, 4%

M orrison Foerster February 2006 Invoice

Morrison Foerster February 2006 Invoice in the amount of
$451,213

D raft /  R ev iew  / A n a ly ze  / 
R e v ise  C o n tra c tu a l 
D o c u m e n ts

M ee tin g  / 
T e le c o n fe re n c e  / 
D isc u s s io n  / 
N e g o tia tio n

M em o / L e tte r /  R e s p o n s e  
/  P r e s s  P re p a ra tio n , 1%

P re s e n ta t io n  to  L eg is la tu re , 
H earin g , T e s tim o n y , 
P re p a ra tio n , 1%

R e s e a rc h  a n d  M isc e lla n e o u s , 2%  

T rav e l, 3%

Monthly Invoice Review
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M orrison Foerster May 2006 Invoice

M em o  / L e tte r  /  R e s p o n s e  
P r e s s  P re p a ra tio n , 3%

P re s e n ta t io n  to L eg is la tu re , 
H ea rin g , T es tim o n y ,
P re p a ra tio n , 9%

R e s e a rc h  a n d  M isc e lla n e o u s , 3%

T rav e l. 5%

Morrison Foerster May 2006 Invoice in the amount of 
$642,906

D raft /  R ev iew  / A n a ly ze  / 
R e v is e  C o n tra c tu a l D o c u m e n ts

M e e t in g /  
T e le c o n fe re n c e  /  
D isc u s s io n  /  
N eg o tia tio n
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Sliilc o f  Alnskn - Departm ent o f  - Stranded Gas Development Act
Funding SumminjMiy Appropriation 

FY20U4 through FY2007
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s i t e : OFFNETS S U B J E C T  O F  M E E T I N G :

C O M M I T T E E :  S F I N B IL L  #  S B 8 2

DATE: 3 / 7 / 0 7 U P D A T E  # :

P R I N T  Y O U R N A M E C O M M U N IT Y R E P R E S E N T IN G /A F FIL IA T IO N

DO YOU WANT

T E S T I F Y  

Y or  N

Larry Ostrovsky
Richard Todd
Ken Diemer
Kevin Banks
Larry Meyers



SENATE FINANCE COMMITTEE 
S I G N - I N

SB 82-SUPPLEMENTAL APPROPRIATIONS: O IL & GAS

  Subject/Bill No:NAME: -

Co./Dcpt./Title: -. j  Co iTl   Phone: ̂

Address:______________________________________________________ Z ip :-------------------------------------

Do you wish to testily?  Yes  No / ^ R espond lb  Questions

N A M E :--------------------------------------------------------------------------------  Subject/Bill No:

C o . /D e p t / l i t le : ----------------------------------------------------------------------Phone:---------------

Address:--------------------------------------------------------------------------------  Zip:----------------

Do you wish to testil\ ?  Yes  No  Respond To Questions

N A M E :-------------------------------------------------------------------------------- Subject/Bill No:

Co./Dept./Title:---------------------------------------------------------------------- Phone:------------

Address:. .-------- ---------------  / i p : ----------------

Do you wish to testify?  Yes  No  Respond lo  Questions

N A M E :-------------------------------------------------------------------------------- Subject Bill No:

C W D ep l/T it le :-----------------------------------------------------------— ------Phone:---------------

Address:-------------------------------------------------------------------------------- Z ip :-------------------

Do you wish to testily?  Yes  No  Respond lo  Questions

SI C -Q7 -1- 3/7/07
SBS2



Mindy Rowland

F r o m :
S e n t :
T o :
S u b j e c t

T o m  M a h e r
T u e s d a y ,  M a rc h  0 6 , 2 0 0 7  3 :5 3  PM  
M indy  R o w la n d
F W : S F C  W E D  C S  S B 8 2  Oil a n d  G a s  S u p p l e m e n t a l

 O r i g i n a l  M e s s a g e ------
Front: L arry O s t r o v s k y  [m a i l t o : L . t r r y _ O s t r o v s k y @ l a w . s t a t e . a k . u s ]

Sent: Tuesday, M a r c h  06, 2007 3:51 PM
To: j o a n _ b r o w n @ g o v . s t a t e . a k . u s ; T o m  M a h e r
Subject: Re: S F C  W E D  CL’ SB8 2  Oii arid Cas S u p p l e m e n t a l

icm: R i c h a r d  T o d d  a n d  Ken Dei m e r  asst. AGs, a n d  I (oil, gas a n d  m i n i n g
supervisor) wil l  be on th< p h o n e  in Ancho r a g e .  T i n a  Kobayashi, asst. AG will be there i.. 

p e r s o n .

T o m  M a h e r  < T o m  M a h e r @ i e g i s . s t a t ?  .ak. • 0 3 / 0 6 / 0 7  2 : 2 2  PM •

T u e s d a y

It .it:: uar.- w o  will t.r;',’ 
p u b l i c  s e s s i o n  - b r i n g  up 

«if pi - * 1 1, > ■>: i u I y «.
. gpple::.- :.*al * r P u i n e d  in

cio n tci 
. •••■-■

: v e t ■’

and ji: matters, .n i onc e  r a c k  In 
* it.ut*. w h i c h  is the oil ,*nd gas 
t.h t lie aritiition of t he  ASMI 
in ::: • puss ' h 1 bill out .

i- . ioM FART - i.uJiy w i t h  '■ aw 
• Mi 11 t ■ a' tend i r. j i n duri< 

Tibers v.i : i . . ii;.

!, ] aw s h ou l d ii.o wh h e  will have o. o J o c c n f o r e n  :< and 
■ ; S ' S  d  tin- s nf i dent i a 1 . t y /up *>*.*m**;»

AR: - w need  lo r ry  Bur 
i l l . ” i -  i . j u< ' : o n : ;  i b n u t .  t h "  

t ■ • i ; . • • • :  w i i  i o i i  h a s  I  n  r * - - w r  i ! r
A S M I  s n  

• . • ii".na 1 1 y w< a k
m  . 'M i l  i t  i o n .

■ .'hi ariy < tst. r<-vnky, LAW tor iny 
: op: • . "fit ■ l to e x p  1 j  i ii t hi ■. t 
! ho v e  r.ixe t y- u uni Laura

P i *  rt ; r . - j t i i '  i l l - id:  .... 11. ! t ill

i 11 (j; iin! 1 m a n

I

mailto:L.trry_Ostrovsky@law.state.ak.us
mailto:joan_brown@gov.state.ak.us


Mindy Rowland

F r o m :  T o m  M a h e r

S e n t :  M o n d a y , M a rc h  0 5 , 2 0 0 7  8 :1 0  AM

T o : M indy  R o w la n d

S u b j e c t :  p e o p le  to d a y

On Teleconference:
1. Larry Ostroskey -  Supervising Attorney of the Oil and Gas Section
2. Jon Iverson, Director of Audit DOR
3. Richard Todd of the Oil and Gas Section
4. Kevin Banks, Director of Oil and Gas DNR 

IN JUNEAU
Phil Reeves, Tina Kobayashi, both of the Oil and Gas Section

3/5/2007



Executive Session Language 

Motion:

Mr. Chairman. I move the Senate Finance Committee go into Executive Session under 
Uniform Rule 22 (b) (1) discussion of matters, the immediate knowledge of which would 
adversely affect the finances of a government unit;

and 2 2  (b) (3 ) discussion of a matter that may. by law, be required to be confidential.
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WORK D R A FT

CS FOR SENATE BILL NO. 82(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE - FIRST SESSION

BY 1 HE SENATE FINANCE CO M M ITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES CO M M ITTEE BY REQUEST OF THE GOVERNOR

A BILL

FOR AN ACT ENTITLED

1 "An Act making supplemental appropriations and other appropria tions; am ending (lie

2  lapse dates of certain appropriations; and providing for an effective date."

3 |  BE IT  ENACTED BY TH E LEGISLATURE O F TH E STATE O F  ALASKA:

* Section 1. DEPARTMENT OF LAW. The sum of 521,500,000 is appropriated from the 

general fund to the Department o f  Law, oil, gas. and mining, for work related to the state gas

6  pipeline and to bringing North Slope natural gas to market, and to other oil and gas projects.

7 II * Sec. 2. DEPARTMENT OF NATURAL RESOURCES, (a) The sum of  $6,550,000 is 

appropriated from the general fund to the Department o f  Natural Resources for gas pipeline 

analysis.

(h) The sum of  $1,500,000 is appropriated from the general fund to the Department of 

Natural Resources for oil and gas lease litigation.

* Sec. 3. DEPARTMENT OF REVENUE, (a) The sum of S3,000,000 is appropriated from

3 the general fund lo the Department of Revenue for matters related to commercialization of

4 II North Slope gas.

• I- CSSH 8  2 (I * IN)
iV cw  ; v x » -  f ' . n . j i T j m oii lUELETKD TEXT MifiCKETEDI



WORK D R A FT WORK D R A FT 25-GS1016VK

j (b) The sum of 5521,700 is appropriated from the general fund to the Department o '

Revenue, tax division, for implementation costs of the petroleum production tax for the fisca 

| year ending June 30,2007.

(c) The amount necessary to issue refunds for capital expenditures and lease bids as 

provided in AS 43.55.023(0 for the fiscal year ending June 30, 2007, is appropriated from the 

general fund to the Department of Revenue, tax division, for the purpose of making refunds 

under AS 43.55.023(0.

* See. 4. AMENDMENT OF LAPSE OF CERTAIN PRIOR YEAR APPROPRIATIONS, 

(a) Section 34(c), ch. 82, SLA 2006, is amended to read:

(c) The unexpended and unobligated balance o f  the appropriation made in sec. 

7(d), ch. 6 , SLA 2005, lapses June 30, 2008 [2007].

(b) Section 64(c), ch. 3, FSSLA 2005, is amended to read:

(c) The appropriations made by

(1) see. [SECS. 20(a), 20(c), 20(e), 20(0, AND] 37(b), ch. 3. FSSLA 

2005, [OF THIS ACT] lapse June 30, 2007;

(2 ) sees. 2 0 (a), 20(c). 20(e), and 20(0. ch. 3, FSSLA 2005. lapse

Ju n e  30. 2008.

(c) Section 20(d), ch. 3. FSSLA 2005, as amended by see. 34(d), ch. 82, SLA 2006, 

is amended to read:

(d) The sum o f  SI,525,000 is appropriated from the general fund to the 

Department o f  Natural Resources for work related to the state gas pipeline and to 

bringing North Slope natural gas to market, for Ihe fiscal years ending June 30. 2005, 

June 30, 2006, [AND] June 30, 2007, and June  30, 2008, for the following purposes:

PURPOSE ALLOCATION

(1) Bullen Pi. Road right-cf-way permitting 5800,000

(2) Division o f  oil and ga*. increased workload 675,000

(3) Commissioner's office increased workload 50.000

* See. 5. DEPARTMENT OF COMMERCE. COMMUNITY, AND ECONOMIC 

DEVELOPMENT, (a) The sum of $576,318 is appropriated from program receipts from the 

seafood marketing assessment (AS 16.51.120) and from other program receipts o f  the Alaska 

Seafood Marketing Institute to the Department o f  Commerce, Community, and Economic



W O R K  D R A F T W O R K  D R A F T 25-GSI016V

1 Development, Alaska Seafood Marketing Institute, for expansion o f  the national consumer

2 marketing campaign for the fiscal year ending June 30, 2007.

4 Commerce, Community, and Economic Development, Alaska Seafood Marketing Institute,

5  for expansion o f  the national consumer marketing campaign for the fiscal year ending

8  total o f  program receipts from the salmon marketing tax (former AS 43.76.110), from the

9 seafood marketing assessment (AS 16.51.120), and from program receipts from the Alaska

10 Seafood Marketing Institute that were collected through June 30, 2006, subject to transfer to

11 the Alaska Seafood Marketing Institute, less the cumulative total o f  program receipts from

12 those sources transferred to the Alaska Seafood Marketing Institute through June 30, 2006.

13 * Sec. 6 . LAPSE OF OTHER APPROPRIATIONS. The appropriations made by sees. 1, 2,

14 and 3(a) of this Act arc not one-year appropriations and lapse as provided in AS 37.25.020.

15 * Sec. 7. RETROACTIVITY, (a) The appropriation made by see. I o f  this Act is retroactive

16 to October 1, 2006.

17 (b) The appropriations made by sec. 2 o f  this Act are retroactive to February 1, 2007.

18 * Sec. 8 . Section 5 o f  this Act takes effect March 16.2007.

19 * See. 9. Except as provided in sec. S o f  this Act, this Act takes effect immediately under

20 AS 01.10.070(c).

(b) The sum o f  51,423,682 is appropriated from the general fund to the Department of

June 30, 2007.

(c) The sum appropriated in (b) of this section is intended to represent the cumulative

-.1-
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DEPARTMENT OF LAW

OFFICE OF THE A TTORNEY GENERAL

Sarah Palin, Governor

Oil. Gas i$ M ining Section  
1031 W E S T 4 m  A VF.NUE, SU ITE  200 
ANCHORAGE. A U S K A  99501-1994  
PHONE: (907) 269-5255  
FAX: (907) 279-8644

March 1, 2007
The Honorable Lyman Hoffman Attn: Tom Maher State SenateAlaska State Capitol, Room 514 Juneau, AK 99801-1182
Dear Senator Hoffman:

Set out below is a general breakdown of the Department of Law’s oil, gas and mining funding requirements for the remainder of FY 07, and FY 08, as set out in SB 82.
Within each category are a number of matters.
For example, “TAPS Tariff’ encompasses legal costs with respect to the current tariff proceeding before the FERC, TAPS tariff renegotiation costs, and the State’s protest over strategic reconfiguration costs. “Income tax” encompasses a number of significant tax cases that are confidential. “Royalty” and “other litigation” describes anticipated royalty disputes with State lessees and litigation over the Pt. Thomson unit. “Gas Pipeline” is self descriptive.

Summary of FY 07 and FY 08 Budget Request

Item FY 07 Supp FY 08TAPS Tariff $2.6 million $1.3 millionIncome Tax $2.8 million $4.45 millionRoyalty $0.3 million SI millionOther Litigation SI.0 million $.05 millionGas Pipeline S2 million S6 million
Total S8.7 million $12.8 million

In addition, as we discussed, below is a chart that describes expenditures for outside counsel foi oil and gas related litigation, and gasline expenditures, since FY 06.
While litigation is never a preferred course, this chart demonstrates the necessity _ of being prepared for litigation when the State believes that taxpayer or lessee obligations have not been met, or that pipeline tariffs may be inappropriate. The si/e and complexity

\0'-o<2, a m



The Honorable Lyman Hoffman March 1,2007 Page 2
of these matters often, but not always, requires the State to utilize specialized outside 
counsel.

As you can see, the State’s recovery from oil and gas related matters that the State 
has pursued, and used outside counsel for, since FY 06 has been on the order to 10 to 1. Between FY 06 and the present, the State has spent approximately S 8.9 million dollars on outside counsel for matters in which it recovered over $92 million dollars.

This chart does not show recoveries to date in the TAPS tariff proceeding or the ongoing quality bank proceedings because those matters are still ongoing.
Funding for Litigation in FY 06 and first half of FY 07 and Recovery to the State

FY06 T O T A L  
EX PEN D ITU R ES

FY07 T O T A L  
EXPEN D ITU RES 

TO  12/1/06

COM BINED 
FY06 & FY07 

TO TA L

RECOVERY 
T O  DATE

M A JO R  O IL  A N D  G A S 
L IT IG A T IO N

T A R IFF PR O C EED IN G S S4.281.342.82 52,221,605.90 56,502,948.72 $0.00

C O R PO R A TE IN C O M E TA X S291.S99.22 5468,753.58 S760,652.80 569,339,001.00

RO Y A LTY  R EO PEN ER 5673,403.90 5876,142.83 $1,549,546.73 523,200,000.00

Q U A LITY  BANK 527,894.33 S31,482.21 S59.376.54 50.00

Subtotal 55,274,540.27 53,597,984.52 58,872,524.79 592,539 001.00

N O N -L IT IG A T IO N

GAS PIPELIN E PR O C EED IN G S S8,270,008.S3 52.133.972.31 SI 0,403,981.14

Please let me know if 1 can provide any other information.
Sincerely
TAL1S J. COLBERG ATTORNEY GENERA]By: Lat/fy Ostrov̂Assistant Attorney General

LO/ini
cc: Craig J. Tillery, Deputy Attorney GeneralDeborah Behr, Assistant Attorney General, Department of Law, Civil Division John Bitney, Legislative Director, Office of the Governor Karen Rehfeld, Directo* Office of Management and Budget Kathryn Daughhetee



SARAH PALIN, GOVERNOR

A L A SK A  O ttA JV D  GAS 
CONSERVATION CO M M ISSIO N

333 W 7 !h  AVENUE. SUITE 100 
ANCHORAGE, ALASKA 99501-3530 
PHONE (907) 279-1433 
FAX (907) 270-7542

February 26, 2007 
The Honorable Lyman Hoffman 1
Co-Chairman Senate Finance Committee 
State Capitol, Room 518 
Juneau, AK 99801-1182

The Honorable Burt Stedman 
Co-Chairman Senate Finance Committee 
State Capitol, Room 516 
Juneau, AK 99801-1182

Re: Senate Bill 82

Dear Co-Chairmen Hoffman and Stedman:

At the hearing last Wednesday, February 21il regarding die referenced bill Senator Elton 
asked about progress being made by the Alaska Oil and Gas Conservation Commission 
(“AOGCC”) on the study that we have undertaken on the Point Thomson reservoir 
designed to lead up to production rules for diat reservoir. In our latest conversation with Exxon, they notified us that they are ready to resume the Point Thomson reservoir study. 
We anticipate the data sharing to recommence within a month and to continue until such time as our staff and consultants have completed their analyses.

As you know die AOGCC is charged with oversight o f  all o f  Alaska’s oil and gas fields 
for the purpose o f  preventing waste and ensuring greater ultimate recovery o f  Alaska’s 
valuable oil and gas resources.

In 2006 the Commission began a study o f  the Point Thomson reservoir with the objective 
being to determine whether that reservoir should be produced as a gas Held or an oil field 
and what steps must be taken to ensure greater ultimate hydrocarbon recovery from the 
Held in whatever production mode is allowed.

To facilitate our study, confidentiality agreements were entered into with the field 
operator ExxonMobil Production Company and the other owners designed to allow the 
owners to provide the Commission voluntarily with as much data as possible to facilitate 
this study. AOGCC staff and consultants participated in one data acquisition meeting in 
Houston, Texas with the owner companies at which the AOGCC acquired a portion o f  
the data that we will need to complete our study. Shortly thereafter Department o f  
Natural Resources (“ DNK") found Exxon to be in default o f  its obligations under the 
Point Thomson unit agreement and leases. This decision has understandably interrupted



the flow o f  information and has caused the cooperative exchange portion o f  our study to 
be suspended for a period o f  time to allow the operator to evaluate its legal options. 'Ike 
operator has decided to allow the study to continue and is working with our staff to 
schedule additional data-sharing meetings.

We thank you for this opportunity to respond to Senator Elton’s questions.

Sincerely,

Chairman
Alaska Oil and Gas Conservation Commission

Ce: Commissioner Annette Kreitzer, Department o f  Administration
Commissioner Dun T. Seamount, Alaska Oil and Gas Conservation Commission 
Commissioner Cathy l \  Foerslcr. Alaska Oil and Gas Conservation Commission
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ruary 21, 2007 -Y2007 REGULAR SUPPLEMENTAL REQUESTS

D epartm ent
K D IJo r
C om ponent or C apital S upplem ental N eec

1(a) Commerce ASMI Increase the Alaska Seafood Marketing, Institute's N ational C onsum er Cam paign 
prom oting Alaskan seafood, as m ore than anticipated w as received from industry 
assessment.

I
G eneral

fu n d s
Federal

Funds
O ther
Funds

2,<MKU>

Fund 
Source

Receipt 
Supported  

Services

Total
Funds

?,()[)()()

LFD N otes

For several years, Ihe Dept of Revenue h as underestim ated industry 
a s se ssm e n ts  to ASMI. This request authorizes ASMI to spend past 
collections

Funding will be  u sed  to expand aovertising for AK seafood on cable 
TV and in the print m edia

The recalculations have  increased ASMI's annual revenue 
projections:

Old projections S5.5 to S6  million 
New projections: SC to S7 million

1(b) Commerce

1(c) Corrections

Kcglllalnry Com m ission of 
Alaska

Inm ate I •e.ilthC.ire

1(d) Corrections

1(e) In v iro n C n n s

A nihnrugoC oiiriilon .il
Com plex

Water (JualiU

O utside council (or litigation at the Federal linergy Regulatory Com m ission (ITKC) lo 
defend KCA's jurisdiction over intrastate rates on (lie I rans-Alaska Pipeline ( FACS); 
and for other TAPS-related litigation at Ihe Suprem e C ourt of Alaska involving RCA.

I lie funding is needed lo meet tin* medical obligations for the aging and increased 
offender population Ihe  driv ing  ta ilo rs a ie  the sh a rp  increase in Ihe num ber ol 
offenders needing treatm ent, the cost of dialysis ind cancer treatm ents and Ihe 
grow ing num ber of life-threatening cases I lie departm ent will potentially run  out of 
funds as early as March 2007 and not In' ab le to pay vendors for services provided. 
S lW .llof this request is related to nurses' m arket-based pay increase.

Ihe Anchorage Cor ret tional complex is housing 50 offenders in crisis over How N ils  
m Ihe gym due to overcrow ding in the facility. I his request is lor required overtime 
lor an additional security post w hich translates into lour positions I he projected 
expenditlili • indicate tli.il the com ponent w ill run out of lunds bv the m iddle ol 
April

I lie cruise sh ip  head lax ballot in ili.ilnc w as adop ted  by voters du ring  the August 
?(I0 (> prim ary elis lion I 'assay,e ol the initiative, however, did not result in an  
appropriation  for Ihe program  P I C  needs a current year appropriation  to cover m s l s  

llial are living incurred in n n h  to make a good faith effort to im plem ent Ihe program  
n  ilhin the milialivc'x tim eline FV2IKI7 expenditures a te  occm ting  to establish Hie 
program

750.(1 RCA Kcpts

VitB.-l

I,(IN ?)

7500 RCA anticipates that total litigation costs for FY07 could exceed S1 
million

Much of the requested  funding h as already been  expended

RCA anticipates that the  TAPS Pipeline c a se  a t FERC will last for
y e a rs__________________________________________________________

1,901.1 D epartm ent p ro jec ts  th a t It m ay run  ou t of fu n d s a s  early  a s  
M arch.

S3/ f  > A is for increased  health ca re  costs

$439 0 is requested  for M arket-Based pay Increases for N urses 
Although the n u rses received a  two-range increase  in r f 0 7 ,  the 
departm ent requested  and  received funding for a  one-range 
increase

1,0N2 / 'T h e  D epartm ent p ro je c ts  th a t cu rre n t fund ing  will bo ex h a u s te d  
by Ihe  m iddle of April.

According to the agency, a s  of D ecem ber 13, 2006, overtime a t ACC 
is equivalent to 21 FTE 's the overcrowding results in an  additional 
five correctional officers stationed around Ihe clock

Hill Cl’VK liiml HI 1 Ballot M easure 2 took effect in D ecem ber 2006 An initiative h as no 
lunding method similar lo fiscal notes, so a  supplem ental 
appropriation is required to begin the program during FY07

B ecause  ciu ise  v e sse ls  register by 3/1/07 for the com ing s e a s o n -  
Iwith arrivals beginning in M ay-revenues from the S4/ocrlh fee will be 
available in FY07

I c(>.»i.V7¥0 f mu/KO tJiyvon Pngo I of 1? ?/??WM7 0 16AM



Updâ êbnrary 21, 2007 FY2007 REGULAR SUPPLEMENTAL REQUESTS

A 1 B 1 c 1 D | E | F | G I H I 1 J

1
Sec.
No. D epartm ent

R D U or
C om ponent o r C apital S upplem ental Need

G eneral Federal 
Funds Funds

O ther
Funds

Fund
Source

Tola
Fund

1 LFD N otes

7

1(0 1 Icaltli & Social 
Services

Capital l:airl>anks Virolop.y 1 alxiralory Com pletion. C osts have risen over w hat w as 
originally rletermined, particularly Ihe costs of steel, transportation , anil petroleum  
based products, lire miscellaneous receipts com e from interest earninp.s on the 
Certificate of Par ticipation (COP) w hich is heinp, used to fund the majority of the 
project. I he orip.inal appropriation  w as $24,2 million in PY06.

3,500.0 3,000.0 M iscellaneous
Receipts

6,500.11 The Dept, s ta te s  that if funds are not received
(1) the lab will not be constructed,
(2) the IRS will restrict the construction fund due to non­

expenditure of bond proceeds; and
(3) cost projections will increase by 10%-15% annually.

The m iscellaneous eam inos from th e se  C O P s may be  used  for this 
project, but cannot be used  for o ther projects The requested  am ount 
of Misc. Earnings includes all earn ings to date  plus about S1.7 million 
of anticipated earnings.

1(B) 1 leallh (t  Social 
Services

Capital Title change: ' Juneau Pioneer 1 lome Hoof Replacement" (it “Pioneer 1 lom es Roof 
Repair and Replacement". 1 he departm ent w ould like lo u se  excess funds from the 
orip.inal project to repairS ilka Pioneer 1 lom e root.

n.t DOT/PF estim ates that a  balance of S350 0 will remain when Ihe 
Ju n eau  Pioneer H om e's roof project is com pleted

The estim ated cost of repairs for the Sitka P ioneer Home ranges 
from S300 0 - S350 0

a

If the Sitka repairs are  com pleted for less  than estim ated, remaining 
funds will be used  for other pioneer hom e roof needs, such a s  Ihe 
Palm er V eterans 1 lome

fi

1(h) lM m.|xirl,ilioii C apital - Airport Im provem ent 
Program  A ppropriation

1 he Airport Im provem ent Program  appropriation  increases by 52,000.0 from 
5311,857.1 In $313,857.1 Itecauseof the increase in the allocation below:

0.0

10

1(1) 1 rans|Hirl.ition C apital - A irport Im provem ent 
Program  Allocation

Ameitil FY07 Project - Ketchikan: Snow Removal T rp iipm enl/S and/U re .i Ihiilding 
C onstruction - Project includes constructing a new  snow  rem oval equipm ent, sand 
anil chemical m ixing and storage building to house all of the airport's  em ergency 
response and snow  removal equipm ent. Project is ready to bid as soon as fund ing  is 
available.

2 ,000.0 2 ,000.(1 Addibonal authorization need ed  b ased  on recent engineer's 
eslim ate

1 1
10) 1 ransport.ition C apital • Surface 1 ransportation 

Prop,ram A ppropriation
1 he Surface Transportation Program appropriation  increases by 518,300.0 from 

$337,095.2 to S355,395.2 because of the allocation changes below:
(III

1?

l(M 1 ransportation C ap ita l-S u rface  1 ransportation 
Prop,ram Allocation

New: Am borage: Fugle River Road Rehabilitation - M ilepost 3.3 to 126 -Project 
includes w idening shoulders, im proving visibility, and repaving. 1 he departm ent 
plans lo advertise as soon as funding Is available.

1,750.0 1.750(1

13

KM 1 ransportation C apital - Surface 1 rans|H>rtation 
Prop,ram AlliH.rllon

A mend: Anchorage 1 agle River 1 onp Road Reconstruction - Old Cdcnn 1 llghw nv lo 
1 agio River Road - Props t includes reconstructing shoulders, tu rn  lanes, pedestrian 
lacilities. lighting and landscaping Hte departm ent plans to advertise in M arch

2 .000.0 2 .(kKl(i Cost estim ate h a s  increased  - project ready to bid a s  soon a s  receive 
new authorization

1.1

KM 1 i.mspnrl.tlloi) C apital - Surface 1 ransportation 
Prop,ram Allnc,Him)

New: Am borage: Potter Marsh 1 ladhoad and Access Im provem ents - Project 
tin ludes enhancing parking lot. pioc trie new  Ixiardwalk coun ts lions, anti connect the 
bird treatm ent 1 earn ing  ( 'en te r  on the O ld K ovuid 1 lighw av to the existing 
Ixiardwalk Ihe departm ent plans lo advertise in March.

550.0 55011

15

!(»') 1 ransportation C apital - Surface 1 ransporiatlon 
Prop,ram Allocution

New, Unalaska South I tu n n e l bridge ComitrucTiou • Project includes replacing 
existing bridge with a i mu rele dts k bridge. Increased lan d in g  required as low bill 
v as greater than existing legislative an lhoritv  lor prnjixT

13,0000 1.1.000 0 d ev io u s  aulhorizalion for this project totals $18,300 0

l ogukiliyo f msncu Div von P a g o o i  1;> Z/J7/J00? u 15 AM


