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FISCAL NOTE It 7

STATE OF ALASKA HILL VERSION: CSSB 104(JUD)
2007 LEGISLATIVE SESSION

ANALYSIS: (continued)

4. University of Alaska__________ S 1.250.0 GF
Engineering and Cons'ruction M anagem ent programs.

FY 10 to  FY 13 G a s  P ipeline P ro jec t  B u d g e t  R eq u es t :  S 46,000.0 GF

1. Direct Training S 40.000.0 GF
Annual investment of $10 million to continue and expand training. The department will take s teps  to ensure  
that jobs a re  immediately available at the end of each  training program by obtaining the commitment to 
apprentice ag reem en ts  from employers.

2. University of Alaska $ 6,000.0 GF
Provide $1,500.0 annually to support Engineering and Construction M anagem ent programs.
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F I S C A L  N O T E

STATE OF ALASKA
2007 LEGISLATIVE SESSION

R evision  Date/Tim e (Note if correction): 

Title Natural G a s  Pipeline Project

F isca l Noto Number: 

Bill Version:

(S ) Publish Date:

Dept. Affected: 
'R D U

t.rPORTED OUT

WAY ! 1 2007

jES1-: rISANCE vDKMfTTEc

C S S B  104 (JU D )

4/20/07

Natural R eso u rces

R esource  Development

Com ponent A laska  G asline Inducem ents Act

Sponso r
R eq ueste r

Ru les  Com m ittee
Sen ate  Jud iciary

E x p e n d i tu re s /R e v e n u e s

Com ponent No. 

(Thousands of Dollars)

new

Noto: Am ounts do not include inflation unless otherwise noted below.

O P E R A T IN G  E X P E N D IT U R E S F Y  2008 F Y  2009 F Y  2010 F Y  2011 F Y  2012 F Y  2013

Personal Se rv ice s  

T ravel 

Contractual 

Supplies 

Equipm ent 

Land & S lructu res 

G rants & C laim s 

M iscellaneous

261.3 612.2 612 .2 612.2 612.2 612.2

20.0 20 .0 20 .0 20 .0 20.0 20.0

10.8 27 .0 27 .0 27.0 27 .0 27.0

10.0 19.0 10.0 10.0 10.0 10.0

T O T A L  O P E R A T IN G 302.1 678 .2 669 .2 666.2 669.2 669.2

|C A P IT A L  E X P E N D IT U R E S 500,000.0*

C H A N G E  IN R E V E N U E S  ( ) |

FU N D  S O U R C E  (Thousands of Dollars)

1002 Federal R ece ip ts

1003 G F  M atch

1004 G F

1005 G F/Program  R ece ip ts 

1037 GF/Mentnl Health

Other (Specify Type-Do not abbreviate)

302.1 678.2 669 .2 669.2 669.2 669,2

T O T A L 302.1 678.2 669.2 669.2 669 .2 669.2

E s tim a te  o f a n y  c u rre n t  y e a r  (F Y 2 0 0 7 ) co s t : 0 .0
C h e c k  th is  b ox (X ) if fu n d in g  fo r th is  b ill is  in c lud ed  in tho G o v e rn o r 's  F Y  2008 budget p ro p o sa l: [

P O S IT IO N S

Full-time 2 5 5 5 5 5

Part-time

Tem porary

A N A L Y S IS : {Attach a separata papa t!necessary)
This bill authorises the Alaska Gasline Inducement Act (AGIA) which would create a compuiilivo public process for inviting 
applications for a liconso under this Act. The application process would include certain application requirements before an 
application can be considered as well as criteria by which the Commi sinners of Natural Resources and Revenue will evaluate nil 
qualifying applications.

The Act would also create inducements including: stale matching contributions for pipolino construction In an amount not to exceed 
$500 million and Ihe bunelit el a stato gas pipolino coordinator.

Under the AGIA, Iho licensee or its designated all.liato would bu entitled to stato matching contributions for qualified expenditures 
(post liconso costs incuried by the licensee that aro directly and reasonably icialod lo obtaining a certificate of public necessity anil 
convenience from tho F E R C  or RCA for development of tho project).
(Continued on next page)

Proparod by: Kevin  B a n k s , Acting Director______________________________________________  Phono 269-8000

Division Oil and G a s  Dato/Iim o 4/10/2007

Approved by: Tom  Irw in. Com m iss.onor__________________________________________________ Date 4/10/2007

A gency Natural_R eso u rces___________________________________________________________

(PgvnoJIJ/UWOyrjOMII)
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ANALYSIS CONTINUATION
Until the close of the first binding season, Iho stato will match up lo 50 percent of Iho licensee's qualified oxpondituros pursuant to 
tho amount specified in the application. After the close of the first binding open season, tho state shall match tho qualified 
expenditures at tho amount specified but tho amount may bo no greater than 80 percent. Over a fivo year period, these 
contributions may not exceed $500 million. The present value of tho state's total $500 million contribution would bo roughly $<115 
million, because stato spending will bo spread over several years.

AGIA will generate a number of project benefits that could more than offset its costs. The size of these benefits will depend on 
ultimate project scope and market prices, which AGIA loaves to Ihe competitive process. Actual benefits will vary depending upon 
project terminus (Alberta, Chicago), size (1.2 Bcf/day, 4.5 Bcf/day), mode of transport (pipeline only, pipeline plus LNG facilities), 
among other things. Illustrative benefits shown here assume a 4.3 Bcf/day project to Alberta, Canada with a construction cost that is 
50% greater than assumed in 2001. Results are presented in present value dollars, assuming a discount rate of 5%, to recognize 
that a dollar of stale benefit received in the future will be worih less than a dollar spent today.

First, AGIA is likely to result in a project sooner than if no pipeline legislation is passed. By having the state agree to shoulder a large 
share of Ihe up-front capital that is particularly risky, AGIA ensures that in exchange project proponents commit to move tho project 
forward past clearly defined benchmarks. Because AGIA results in a project sooner, the current value of project revenues lo the 
state is enhanced. Assuming a gas price of $5.50, if AGIA accelerates project startup hy one year, from 2017 to 2016, state benefits 
will exceed $1.6 billion; a two-year acceleration in the project returns $3.2 billion; a three-year acceleration generates $4.9 billion.

Second, AGIA's requirement of a minimum 70 percent share of debt in the determination of tariffs ensures that the stato will not pay 
unnecessarily high transportation costs. Without this protection, project tariffs could be calculated on Ihe basis of 60 or even 50 
percent debt and still pass regulatory scrutiny. The tariff benefits of a 70 percent debt structure, rather than 60 percent or 50 percent, 
are 26 cents and 55 cents per MMBtu, respectively. Tho savings to tho state are $1.25 billion and $2.63 billion, respectively. 
Meanwhile, lower tariffs improve project economics for holders of bolh existing and yet to bo discovered gas reserves, thereby 
increasing the likelihood that Ihe project will commence sooner. The degree to which such savings are realized depends on how, 
absent AGIA's requirements, project tariffs would otherwise have been determined.

Third, AGIA's pipeline access provisions promise to increase competition for exploration and development of Alaska's gas 
resources, leading to earlier and more significant pipeline expansions. The valuo to tho state of such expansions is scenario specific, 
and cannot bo accurately predicted. That said, if AGIA's expansion provisions caused the pipolino to expand by 10% in year 3 of its 
operations, whereas without AGIA such an expansion would not occur, tho increase in state royalty and taxes would be roughly $3 
billion in today's dollars. Even if the chances that such an expansion would otherwise not occur were only one in fivo tho AGIA 
investment of $500 million would more than pay for itself in Ihis provision alone.

Finally, AGIA will directly ensure lower tariffs. The slate's direct investment in up-front development costs would reduce the cost of 
moving gas to Alberta by roughly 4 cents. Tho present value royalty and lax benefits of this 4 cent tariff reduction come to $183 
million. Put differently, assuming $5,50 gas prices, during pipeline operation the stale will receive roughly 45% of tho value of its 
contribution in increased royalty and production tax benefits And at gas prices of $7 50 or higher the state's up-front contributioi 
actually generates more in royalty and tax benefits than it costs.

The stato gas pipeline coordinator will help expedite the review and coordination ot all stale and federal permits and processus, 
onsuro that all slate and federal environmental requirements havo been completed, and coordinate with the federal coordinator for 
natural gas transportation projects in Alaska. II is this position's responsibility to ensure that no steps have been missed that may 
slow down tho construction of Iho pipolino and that tho state's involvement in tho Federal E IS  process facilitates expeditious 
permitting.

Tho stato gas pipeline coordinator is an exempt position (Rangu 2GM $209.0). To assist tho stato coordinator, four additional 
positions would bn needed: a Pipolino Engineer (Rango 2CD $150.9), a Natural Resource Specialist IV with knowledge of stale and 
federal onvitonmunt.il regulations and administrative procedure (Rangu 21C $108 9), a Natural Resource Specialist III lo assist With 
litln work (Rangu 18C $91.1). and an Administrative Clerk II (Rango I) $52.3), It is anticipated that Iho stato coordinator and clurk 
would begin in F Y  08, Thorn will bo travel associated with tho functions of at least two of those positions. All of Iho positions will 
sunset ono year alter commencement of the gas pipolino commercial operations.

This liscnl n"'o assumes that the FY07 Supplemental Appropriation for Gnsllno requested in Hl3130/SU02-Soc2(n&b) vail ho fully 
fundod.

* $309,000,000 was appropriated last year (SLA2006/Ch13/Soc14) from Iho general fund to Alaska Housing Finance Corporation 
(or tliu purpose of funding capital projects including financing oxponr.es and may ho available to partially fund Iho matching grant,

FISCAL NOTE U 6

STATE OF ALASKA BILL NO. CSSB 104(JUD)
2007 LEGISLATIVE SESSION
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(  {  

F I S C A L  N O T E

REPORTED OUT 

M A Y  I t 2 0 0 7

ST AT E O F  A L A S K A Fiscal Note Number: 5
seh;i t  COMMITTEE

2 0 0 7  L E G I S L A T I V E  S E S S IO N Bill Version : S B  104

(S ) Publish Date: 3/5/07

R e v is io n  D a te /T im e  (N o te  if co rre c tio n ): Dept. Affected: Administration

Title A laska  G asline Inducement Act RD U  A O G C C

Component A O G C C

Sponsor R u les  Committee

R equ este r G overnor Component No. 2010

E x p e n d i tu re s /R e v e n u e s___________________________________(Thousands of Dollars)
Nole: Am ounts do not include inflation un less otherwise noted below.

O P E R A T IN G  E X P E N D IT U R E S F Y  2008 F Y  2009 F Y  2010 F Y  2011 F Y  2012 F Y  2013

Personal S e rv ice s 0.0 0.0 0 .0 0 .0 0 .0 0.0

Trave l 0.0 0.0 0 .0 0 .0 0 .0 0.0

Contraclual 0.0 0.0 0 .0 0 .0 0 .0 0 .0

Supplies 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

Equipm ent 0.0 0 .0 0 .0 0 .0 0 .0 0 .0

Land & Structures 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

G rants & C la im s 0.0 0 .0 0 .0 0 .0 0 .0 0 .0

M iscellaneous 0.0 0 .0 0 .0 0 .0 0 .0 0 .0

T O T A L  O P E R A T IN G 0.0 0.0 0.0 0 .0 0.0 0.0

C A P IT A L  E X P E N D IT U R E S 0 .0 0 .0 0 .0 0 .0 0 .0  I 0 .0  I

C H A N G E  IN R E V E N U E S  ( ) 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

FU N D  S O U R C E (Thousands of Dollars)

1002 Federal Receipts 0.0 0 .0 0 .0 0 .0 0 .0 0 .0

1003 G F  M atch 0.0 0 .0 0 .0 0 .0 0 .0 0 .0

1004 G F 0.0 0 .0 0 .0 0 .0 0 .0 0.0

1005 GF/Program  Rece ip ts 0.0 0 .0 0 .0 0 .0 0 .0 0 .0

1037 GF/M ental Health 0.0 0 .0 0 .0 0 .0 0 .0 0 .0

1162 A C G C C  Rece ip ts 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

T O T A L 0.0 0.0 0.0 0 .0 0 .0 0.0

E s tim a te  o f an y  cu rre n t y e a r  (F Y 2 0 0 7 ) c o s t : 0 .0________
M ark  th is  b ox (X ) if  fund ing  for th is  b ill is  in cluded  in tho G o v e rn o r's  F Y  2008 budget p ro p o sa l: 

P O S IT IO N S

Full-time

Part-time

Tem porary

A N A L Y S IS : (Attach a separatapago if nccvssnry)

This legislation will not have a  fiscal impact upon the Alaska Oil and G as  Conservation Commission.

Prepared by: Jo d y  J. Colom bia. Specia l A ssistan t I_____________________________________________ Phono 793-1221

Division A laska  Oil and G a s  Conservation Com m ission Date/Tim e 3/2/07 3 :19  PM

Approved by: R ach a e l Petro . Deputy Com m issioner_____________________________________  Date 3/2/2007 1:00pm

A guncy Departm ent of Administration_________________________________________________

(ftuvlsml WtlWCMrtOMIl)

C O M M I T T E E  C O P Y

Pago 1 of 1



F I S C A L  N O T E

STATE OF ALASKA
2007 LEGISLATIVE SESSION

Revision Dale/Time (Note if correction):
T ille  A la ska  G asline  Inducem ents Act

REPORTED OUT

WAY I I 2007

TEN ATE FINAN COMMITTEE

S B  104

3/5/07

F isca l Note Number:

Bill Version :

(S )  Publish Date:

Dept. Affected:________

RD U  Regulatory Commission of Alaska (399)
Component Regulatory Com m ission of A laska

Com m erce

Sponso r

Req ueste r

R u les

B y  R equest of the Governor Component No. 2417

E x p e n d i tu re s /R e v e n u e s (Thousands of Dollars)
Note: Am ounts do not include inflation un less otherwise noted below.

O P E R A T IN G  E X P E N D IT U R E S F Y  2008 F Y  2009 F Y  2010 F Y  2011 F Y  2012 F Y  2013

Persona l Se rv ices  

T rave l 

Contractual 

Supp lies 

Equipm ent 

Land & Structures 

G ran ts & C laim s 

M iscellaneous

T O T A L  O P E R A T IN G 0.0 0.0 0 .0 0 .0 0 .0 0.0

C A P IT A L  E X P E N D IT U R E S

z z eC H A N G E  IN R E V E N U E S  (

FU N D  S O U R C E (Thousands of Dollars)

1002 Federal Rece ip ts

1003 G F  Match

1004 G F

1005 G F/Program  R ece ip ts 

1037 GF/M ental Health 

O ther (1141 RCA Receipts)

T O T A L 0.0 0.0 0.0 0 .0 0 .0 0.0

E s tim a te  o f an y  cu rre n t y e a r  (F Y 2 0 0 7 ) c o s t : 0 .0
M ark  th is  b ox (X ) if fu n d in g  fo r th is  bill is  in c lu d ed  in the G o v e rn o r's  F Y  2008 budg et p ro p o sa l: 

P O S IT IO N S

Full-time

Part-time

Tem porary

A N A L Y S IS : (Attach a separate page if nacossory)
The Regulatory Com m ission of A laska  (R C A ) regulates pipelines and pipeline carriers operating in A laska  under A S  

4 2 .0 6 .1 4 0 (a ). A S  42 .0 6 .2 4 0  requires the R C A  to issue a certificate of public convenience and necessity  for pipeline 

carriers engaged in the intrastate transportation of oil or gas by pipeline, or constructing or extending pipeline facilities 

To Ihe extent this legislation resu lts in the construction of an intraslate pipeline sub ject to R C A  regulation, costs  will be 

accounted for under Ihe existing R C A  structure.

The R C A ’s  budget is funded through the Regulatory C o st Charge (R C C ) m echanism  and direct charge m echanism s. 
G enera l funds are not allocated for support of Ihe agency , nor are they anticipated lo be n ecessa ry  a s  a result of this 

legislation. The  R C C  is recalculated each  year and allows the agency to recover its operating costs through an 

asse ssm en t on the revenues of econom ically regulated utilities and pipeline carriers.

Prepared  by: Kate  G iard , C h a ir________________________________________________________________ Phone 907 .276 .6222

Division Regulatory Com m ission of A laska___________________________________________ Date/Tim e 2/28/07 3 :06 PM

Approved by: Em il Notli, Com m issioner_____________________________________________________  Date 2/28/2007_________

Agency Com m erce , Com m unity, and Econom ic Development__________________

(Ro.'lM WIIWWO OMB)

C O M M I T T E E  C O P Y

Pago 1 of 1



F I S C A L  N O T E

STATE OK ALASKA
2007 LEGISLATIVE SESSION

Revision  Date/T im e (N ole if correclion): 

Title A G IA

Dept. Affected:
'R D U

Fiscal Note Number:
Bill Version:
(S) Publish Date:

SPORTED OUT

m  I 1 2007

: A : J: Mm ITT

SB 104
3/5/07

Revenue

Administration & Support
Component Natural G a s  Com m ercialization

Sponso r

Requester

Governor
R u les  Committee

E x p e n d i tu re s /R e v e n u e s

Com ponent No. 2859

(Thousands of Dollars)______
Note: Amounts do not include inflation un less otherwise noted below.

O P E R A T IN G  E X P E N D IT U R E S F Y  2008 F Y  2009 F Y  2010 F Y  2011 F Y  2012 F Y  2013

Personal Serv ices 

Trave l 

Contractual 

Supplios 

Equipm ent 

Land & Structures 

G rants & C laim s 

M iscellaneous

294.0 294.0 294 .0 294 .0 294 .0 294.0

25.0 25 .0 25 .0 25 .0 25 .0 25.0

1 ,397 .0 900.0 450 .0 10.0 10.0 10.0

10.0 2 .0 2.0 2 .0 2 .0 2 .0

T O T A L  O P E R A T IN G 2,226 .0 1 ,221 .0 771.0 331.0 331.0 331.0

C A P IT A L  E X P E N D IT U R E S

C H A N G E  IN R E V E N U E S  (

FU N D  S O U R C E (Thousands of Dollars)

1002 Federal R ece ip ts

1003 G F  Match

1004 G F 2 ,226 .0 1 ,221 .0 771.0 331 .0 331 .0 331.0

1005 GF/Program  R ece ip ts

1037 GF/M ental Heallh

Other (Specify Type-Do not abbreviate)

T O T A L 2,226 .0 1 ,221 .0 771.0 331.0 331.0 331.0

E s tim a te  o f an y  cu rre n t y e a r (FY 2 0 0 7 ) co s t : 784.0

C h e c k  th is  box (X ) if fund ing  fo r th is  b ill is  in cluded  in tho G o ve rn o r's  F Y  2008 budget p ro p o sa l: X

P O S IT IO N S

Full-time 2 2 2 2 2 2

Part-time

Tem porary

A N A L Y S IS : (Attach n separate page if noccssmy)

Operating expenditures include costs  for 2 additional economists/commercial analysis in exem pt positions. 
T h e se  positions would bo used  to draft Ihe tax related provisions of tho request for application, a s s e s s  
econom ic viability of projects contained in applications, including economic impacts on future sta te  
revenues  and value of inducements, and develop the Department's recommendations for c h a n g e s  to tho 
existing g a s  production tax sta tutes and regulations that will need to bo in place a s  inducement for 
producer's  g a s  commitments under the Alaska Gasline Inducements Act. In addition, property tax impacts 
of pipeline construction to state and municipal revenues will need to be understood and  forecasted.

Prepared  by: 

Division

Roger Marks Phono 269-0082
Tax Division Date/Time 2/28/07 12:00 AM

Approvuil hy: Jorry Burnoll
Agency

Date 2/28/2007
Department of Rovonuo

(Ruvumja/iaOOflfiClMCII

C O M M I T T E E  C O P Y

P age 1 o f 2



FISCAL NOTE // 3

STATE OF ALASKA BILL NO. SB 104
2007 L E G IS L A T IV E  S E S S IO N  

A N A L Y S IS  C O N T IN U A T IO N

Contractual expenditures include ass is tance  in formulating revisions to the tax structure, studying 
comparative international fiscal sy s tem s for ga s  to ensure  changes  to s ta te 's  gas  production taxes leave 
Alaska in a globally competitive position, and writing regulations.

O ther contractual costs  aro for legal support for attorneys/law firms with appropriate specialties outside of 
AGs office to advise us  on tax structures and creation of new tax structure; a s s e s s m e n t  of legal issues  and 
impediments to marketing options now being considered to assist in evaluation of projects; and legal 
a s s e s s m e n t  of financial covenan ts  impacting state and  its project selection in s tandard  commercial 
financing arrangem ents  and  governmentally guaranteed financing scenarios.

The FY 2008 costs  are  a lso  in the Oil & G as Supplemental Bill (SB 82). In addition, that Bill contains FY 
2007 costs  of $123,000 personal services, $425,00' contractual, $10,000 travel, and  $365,000 legal 
support.

Pago ? ol '£



REPORTED OUT

F I S C A L  N O T E

STATE OF ALASKA
2007 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
Title A laska  G asline  Inducem ents Act

F isca l Note Number: 

Bill Version :

(S )  Publish Date:

Dept. Affected: 

'R D U

MAY 1 1 200?
SENATE. USANCE COMMITTEE

S B  104

3/5/07

Natural R eso u rces

R eso u rce  Developm ent

Sponso r

Requeste r

R u les  Committee

G overnor

Com ponent Oil & G a s  Development 

Com ponent No. 439

E x p e n d i tu re s /R e v e n u e s (Thousands of Dollars)
Note: Amounts do not include inflation un less otherwise noted below.

O P E R A T IN G  E X P E N D IT U R E S F Y  2008 F Y  2009 F Y  2010 F Y  2011 F Y  2012 F Y  2013

Persona l Se rv ices  

T rave l 

Contractual 

Supplies 

Equipm ent 

Land  & Structures 

G rants & C laim s 

M iscellaneous

T O T A L  O P E R A T IN G 0.0 0.0 0.0 0 .0 0.0 0.0

C A P IT A L  E X P E N D IT U R E S

C H A N G E  IN R E V E N U E S  ( ) |

FU N D  S O U R C E (Tho usand s of Pol a rs)

1002 Federal Rece ip ts

1003 G F  Match

1004 G F

1005 G F/Program  Rece ip ts 

1037 GF/M ental Health

Other (Specify Type-Do not abbreviate)

T O T A L 0.0 0.0 0.0 0 .0 0 .0 0 .0

E s tim a te  o f a n y  cu rre n t y e a r  (F Y 2 0 0 7 ) c o s t : 6 .550 .0 ______** Requested  as  a capital project

M ark  th is  box (X ) if  fu n d in g  fo r th is  b ill is  in c lu d ed  in tho G o v e rn o r's  F Y  2008 budg et p ro p o sa l:

P O S IT IO N S

Full-time

Part-time

Tem porary

A N A L Y S IS : (Attach a soparalo pago if necessary)
“ This fiscal noto rep resen ts  the gaslinc-related supplemental reques ted  in HB138/SB82, Section 2 (a), This 
w as  requested  a s  a capital project with an  effective date  of February 1. 2007.

Section 2(a) - $6 ,550,000 general fund for ga s  pipeline analysis projects, This funding will bo used to pay for 
consultants to advise  the sta le  on Iho struclure of an  RFP for gasline proposals; and lo cover tho cost of 
outside experts and  legal counsel on federal pipeline law and  the FERC process . DNR estim ates that 
$4,135,000 will be  expended  in FY07, and $2,415,000 in FY08.

Prepared  by: Kuvin B a n k s . Acting Director  Phono 907-269-8800

Division Oil &  G a s  Dnle/Tim o 3/1/2007

Approved by: Tom Irwin, Com m issioner______________________________________________________________ P a lo  3/1/2007

A gency Natural R eso u rces______________________________________________________________

(Hn.ncl IWIfWOOCOMIII

C O M M I T T E E  C O P Y
Pago I of 1
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F I S C A L  N O T E

STATE OF ALASKA
2007 LEGISLATIVE SESSION

Revision Date/Tim e (Nole if correction): 

Title A laska  G asline  Inducem ent Act

Dept. A ffected:

_RD U  

Component

Fiscal Note Number:
Bill Version:
(S) Publish Date:

1
SB 104
3/5/07

Natural R eso u rces

R eso urce  Developm ent___________

A laska  G asline  Inducem ent Act

Sponsor

Requester

R u les  Committee

Governor

E x p e n d i tu re s /R e v e n u e s

Com ponent No. 

(Thousands of Dollars)

new

Note: Amounts do not include inflation unless otherwise noted below.

O P E R A T IN G  E X P E N D IT U R E S F Y  2008 F Y  2009 F Y  2010 F Y  2011 F Y  2012 F Y  2013

Personal Se rv ice s  

Travel 

Contractual 

Supplies 

Equipm ent 

Land & Structures 

G rants & C laim s 

M iscellaneous

261.3 612.2 612 .2 612 .2 612 .2 612.2

20.0 20 .0 20 .0 20.0 20 .0 20.0

10.8 27 .0 27 .0 27.0 27 .0 27.0

10.0 19.0 10.0 10.0 10.0 10.0

T O T A L  O P E R A T IN G 302.1 678.2 669.2 669 .2 669.2 669.2

C A P IT A L  E X P E N D IT U R E S 500,000.0*'

|C H A N G E  IN R E V E N U E S  (

FUN D S O U R C E (Thousands of Dollars)

1002 Federal R ece ip ts

1003 G F  M atch

1004 G F

1005 G F/Program  R ece ip ts 

1037 GF/M ental Health

Other (Specify Typo--Do not abbreviate)

302.1 678.2 669.2 669 .2 669 .2 669.2

T O T A L 302.1 678.2 669.2 669 .2 669.2 669.2

E s tim a te  o f an y  cu rre n t y e a r  (FY2 0 0 7 ) c o s t : 0.0
C h o ck  th is  b ox (X ) if fund ing  for th is  b ill is  in c luded  in the G o ve rn o r's  F Y  2008 budg et p ro p o sa l: 

P O S IT IO N S

Full-time 2 5 5 5 5 5

Part-time

Tem porary

A N A L Y S IS : (Attach a separata page if necessary)
This bill authorizes Iho Alaska Gasline Inducement Act (AGIA) which would crcato a competitive public process for inviting 
applications for a license under this Act. Tho application process would include certain application requirements before an 
application can bo considered as vzell as criteria by which tho Commissioners of Natural Resources and Revenue will evaluate all 
qualifying applications.

Tho Act would also create inducements including: state matching contributions for pipolino construction in an amount not to oxcood 
$500 million and the benefit of a stato gas pipeline coordinator.

Under tho AGIA, tho licensee or its designated affiliate would bo entitled to state matching contributions for qualified expenditures 
(post license costs incuirod by Iho licensee that aro directly and reasonably related lo obtaining a certificate ol public necessity and 
convenience from tho FE R C  or RCA for development of tho projocl).
(Continued on next pago).

Prepared by: Kevin  B an ks , Acting Director______________________________________________ Phono 269-8800

Division Oil and G a s  Date/Tim o 2/28/2007

Approved by: Tnm  Irwin, Com m issioner_________________________________________________  Date 2/28/2007

Agoncy Natural R eso u rces__________________________________________________________
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FISCAL NOTE it 1

STATE OF ALASKA
2007 LEGISLATIVE SESSION

BILL NO. SB 104

ANALYSIS CONTINUATION

Until the close of the first binding season, the state will match equally tho licensee's qualified expenditures. After Iho close of ttie 
first binding open season, tho stato shall match the qualified expenditures at a level specified in the license but Ihe amount may bo 
no greater than 80 percent. Over a fivo year period, theso contributions may not exceed $500 million. The present value of tho 
slate's total $500 million contribution would be roughly $415 million, because state spending will be spread over several years.

AC IA  will generate a number of project benefits that could more than offset its costs. The size of these benefits will depend on 
ultimate project scope and market prices, which AGIA leaves to Ihe competitive process. Actual benefits will vary depending upon 
project terminus (Alberta, Chicago), size (1.2 Bcf/day, 4.5 Bcf/day), mode of transport (pipeline only, pipeline plus LNG facilities), 
among other things. Illustrative benefits shown here assume a 4 3 Bcf/day project to Alberta, Canada with a construction cost that is 
50% greater than assumed in 2001. Results are presented in present value dollars, assuming a discount rate of 5%, to recognize 
that a dollar of state benefit received in the future will bo worth less than a dollar spent today.

First, AGIA is likely to result in a project sooner than if no pipeline legislation is passed. By having the state agree lo shoulder a largo 
share of Ihe up-front capital that is particularly risky, AGIA ensures that in exchange project proponents commit to move the project 
forward past clearly defined benchmarks. Because AGIA results in a project sooner, ihe current value of project revenues to the 
state is enhanced. Assuming a gas price of $5.50, if AGIA accelerates project startup by one year, from 2017 to 2016, state benefits 
will exceed $1.6 billion; a two-year acceleration in the project returns $3.2 billion; a three-year acceleration generates $4.9 billion.

Second, AGIA's requirement of a minimum 70 percent share of debt in tho determination of tariffs ensures that the state will not pay 
unnecessarily high transportation costs. Without this protection, project tariffs could be calculated on the basis of 60 or even 50 
percent debt and still pass regulatory scrutiny. Tho tariff benefits of a 70 percent debt structure, rather Ilian 60 percent or 50 percent, 
are 26 cents and 55 cents per MMBtu, respectively. The savings to Ihe stale are $1.25 billion and $2.63 billion, respectively. 
Meanwhile, lower tariffs improve project economics for holders of both existing and yet to be discovered gas reserves, thereby 
increasing Ihe likelihood that the project will commence sooner. The degree to which ruch savings are realized depends on how, 
absent AGIA's requirements, project tariffs would otherwise have been determined.

Third, AGIA’s pipeline access provisions promise lo increase competition for exploration and development of Alaska's gas 
resources, leading lo earlier and more significant pipeline expansions. The value to the slate of such expansions is scenario specific, 
and cannot be accurately predicted. That said, if AGIA's expansion provisions caused the pipeline to expand by 10% in year 3 of its 
operations, whereas without AGIA such an expansion would not occur, tho increase in stato royalty and taxes would be roughly $3 
billion in today's dollars. Even if Ihe chances that such an expansion would othorwise not occur were only ono in five the AGIA 
investment of $500 million would more than pay for itself in this provision alone.

Finally, AGIA will directly ensure lower tariffs. Tho slate's direct in' rstmcnl in up-front development costs would reduce tho cost of 
moving gas to Alberta by roughly 4 cents. The present value royal / and lax benefits of this 4 cent tariff reduction come to 5183 
million. Put differently, assuming $5.50 gas prices, during pipeline operation Iho state will receive roughly 45% of Ihe value of its 
contribution in increased royalty and production lax benefits. And at gas prices of $7.50 or higher the state's up-front contribution 
actually generates more in royalty and tax benefits than it costs.

Tho state gas pipeline coordinator wiil help expedite tho review and coordination of all stale and federal permits and processes, 
ensure that all stato and federal environmental requirements havo been completed, and coordinate with tho federal coordinator for 
natural gas transportation projects in Alaska. It is this position's responsibility to ensure that no steps havo been missed that may 
slow down the conslruction of Ihe pipeline and that Iho state's involvement in tho Federal E IS  process facilitates oxpeditious 
permitting.

Tho stato gas pipeline coordinator is an exempt position (Rango 26M 5209.0). To assist tho stato coordinator, four additional 
positions would bo needed: a Pipeline Engineer (Range 26D $150.9), a Natural Resourco Specialist IV with knowledge of stato and 
federal environmental regulations and administrative procedure (Range 2 tC  $108,9), a Natural Resc urco Specialist III to assist with 
tillo work (Rango 18C $91.1), and an Administrative Clerk II (Range 0 $52.3). II is anticipated that tho state coordinator and clerk 
would begin in FY  08. There will be travel associated with tho functions of at least two of theso positions. All of tho positions will 
sunset ono year aftor commencement of the gas pipeline commercial operations.

This fiscal noto assumes that the FY07 Supplemental Appropriation for Gasline requested in i IB13B/SB82-Soc2(a&b) will be fully 
funded.

* $300,000,000 was appropriated last year (SLA2006/Ch13/Soc14) from thu general fund to Alaska Housing Finance Corporation 
for tho purposo of funding capital projects including financing oxponsus and may bo available to partially fund tho matching grant.
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AGIA Overview
y I

The A l a s k a  G a s l i n e  I n d u c e m e n t  A c t

AGIA:
• Is a commercial vehicle that creates a 

competitive playing field
• Provides a pipeline on Alaska’s terms
• Is a transparent process, with 

transparent inducements.

2



'  • • *

Commercial Vehicle
The A l a s k a  G a s l i n e  I n d u c e m e n t  A c t

• AGIA uses competitive bidding, not 
negotiation.

• Successful bidding process requires 
AGIA’s inducements
-Without inducements, no third-party bidders
-Withoutthird-party bidders, state has no 

ability to get a pipeline on its desired terms



Commercial Vehicle
The A l a s k a  G a s l i n e  I n d u c e m e n t  A c t

AGIA’s inducements: 
• Midstream inducement of $500 million:

- reduces licensee’s project development risks, 
especially an independent pipeline licensee

•  Upstream tax and royalty inducements:
- coupled to the licensed midstream project to make 

license more valuable, by
•  E n c o u r a g i n g  o p e n  s e a s o n  p a r t i c i p a t i o n

•  E n s u r i n g  t h a t  s t a t e  w i l l  s t i c k  w i t h  i t s  l i c e n s e d  p a r t n e r

• Requirement to obtain pipeline certificate 
reduces overall project risks, improves state’s 
strategic position

2 : 30 : 3 ^



•  •

A Project on 
the State’s Terms

The A l a s k a  G a s l i n e  I n d u c e m e n t  A c t

• By creating a more competitive playing 
field, state can specify some “must haves”

• State’s “must haves” focus on its future:
-A  pipeline sooner
-A  competitive and vibrant oil and gas industry
-Jobs and careers, not only from the pipeline 

itself, but also from a competitive oil patch
-  Gas for Alaskans

2 : 3 - ^



• •A Project on 
the State’s Terms
• State’s “must haves” all obtained through 

pipeline tariff and access terms that ensure a 
competitive oil and gas industry
-  Competitive oil and gas industry can flower if pipeline 

ownership gives no upstream competitive advantage
-  Jobs and careers for Alaskans will be maximized by 

ensuring a competitive upstream industry
-  Cheap gas for Alaskans will be enjoyed if pipeline 

regularly expands

The A l a s k a  G a s l i n e  I n d u c e m e n t  A c t

6
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• •A Project on 
the State’s terms
• A pipeline sooner
• Required minimum 70/30 debt/equity ratio 

ensures reasonable base tariffs
• Expansion requirements ensure that gas found 

by any party can access the pipeline
• Rolled-in rate requirements ensure that all 

parties have an economic incentive to explore 
for gas, competition for oil and gas, and all of 
Alaska’s gas can get into the pipeline

2 : S T .  C '4



G ets  a P ip e lin e  
S o o n e r

The A l a s k a  G a s l i n e  I n d u c e m e n t  A c t

Losses to State for Each Year Delay
Discounted at 5% per Year

1 6

1 4

12

P
o  10
<N
t o

14.2

</)
c
o

CD
t o

8

6

4

2

9.7

5.0

3 . 5 0  4 . 5 0  5 . 5 0  6 . 5 0  7 . 5 0  8 . 5 0  9 . 5 0  1 0 . 5 0  g

S u s t a in e d  G a s  P r ic e  ($ 2007)



• •
Tariff and State Revenue 
of Debt-Equity Structure

D e b t % E q u i t y % T a r i f f

P r e s e n t  V a l u e  

S t a t e  R e v e n u e  

$  B i l l i o n s

8 0 % 2 0 % $ 1 . 4 7 3 7 . 4

7 5 % 2 5 % $ 1 . 5 6 3 6 . 9

7 0 % 3 0 % $ 1 . 6 5 3 6 . 3

6 5 % 3 5 % $ 1 . 7 4 3 5 . 7

6 0 % 4 0 % $ 1 . 8 4 3 5 . 1

5 5 % 4 5 % $ 1 . 9 5 3 4 . 5

5 0 % 5 0 % $ 2 . 0 6 3 3 . 8

|_____4 5 % 5 5 % $ 2 . 1 8 3 3 . 1

A G I A  p r o t e c t s  t h e  s t a t e s  i n t e r e s t  i n  l o w  t a r i f f s .  I t  e n s u r e s  t h a t  n o  

l e s s  t h a n  7 0 / 3 0  w i l l  b e  u s e d  r a t h e r  t h a n  5 0 / 5 0 ,  w i t h  a s s o c i a t e d  t a r i f f  

b e n e f i t s  o f  4 1  c e n t s  a n d  s t a t e  r e v e n u e  b e n e f i t s  o f  $ 2 . 5  b i l l i o n .

9
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Expansion Provisions 
Cost-of-Delay To Explorer

The A l a s k a  G a s l i n e  I n d u c e m e n t  A c t

E x p e c t e d  N e t  P r e s e n t  V a l u e  ( N P V  1 2 )

Generic North Slope Prospect

$10.0

$5.0

$0.0
</»
cn 
c ($5.0)

o
•  mam

($10.0)

($15.0)

($20.0)

($25.0)
0 1 2 3 4 5

Operator's NPV $4.7 ($2.3) ($8.7) ($13.8) ($18.7) ($23.1)

Y e a rs  D elay  to F irs t-P ro d u c tio n

1 0
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£ F R C  L o w e r 4 8  

E x p a n s io n  ra te  po licy
4 .00

3.50

3 .00

2 .50

2.00

1.50

1.00

0.50

0.00

■ L o w e r-4 8  F E R C  policy, 

m L o w e r-4 8  F E R C  policy, 

B  L o w e r-4 8  F E R C  po licy , 

□ L o w e r-4 8  F E R C  po licy ,

The A l a s k a  G a s l i n e  I n d u c e m e n t  A ct

si
s
• V

• V  *•

= §

1I
I

?•*!

2016 2017 2018 2019 2020 2021 2022 2023 2024

J 1
202r  2026

2 : S 2 :  < 25

O rig inal (2 0 1 6 ) S h ip p e rs ' R a te s  

1st E x p a n s io n  (2 0 1 8 ) S h ip p e rs ' R a te s  

2nd  Ex p a n s io n  Sh ip p e rs ' R a te s  (2 0 2 1 ) 

3rd  E x p a n s io n  Sh ip p e rs ' R a te s  (2 0 2 3 )



£ g i a  
E x p a n s io n  ra te  po licy
4.00

3.50

3 .00

2 .50

2.00

1.50

1.00

0.50

0.00

■ L o w e r-4 8  F E R C  po licy , O rig inal (2 0 1 6 ) Sh ip p e rs ' R a te s  

[B L o w e r-4 8  F E R C  po licy , 1st E x p a n s io n  (2 0 1 8 )  S h ip p e rs ' R a te s  
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Rolled-in Rates 
Encourage Exploration

—____   The A l a s k a  G a s l i n e  I n d u c e m e n t  A c t

Examples:
S c e n a r i o  1 : A d d  1 B c f / d a y  w i t h  c o m p r e s s i o n  ( f r o m  4 . 5  t o  5 . 5  B c f / d a y )  

R o l l e d - i n  I n c r e m e n t a l

$ 6 . 0  m i l l i o n  $ 6 . 5  m i l l i o n

S c e n a r i o  2 : A d d  1 B c f / d a y  w i t h  c o m p r e s s i o n  ( f r o m  5 . 5  t o  6 . 5  B c f / d a y )  

R o l l e d - i n  I n c r e m e n t a l

$ 4 . 3  m i l l i o n  - $ 5 . 4  m i l l i o n

S c e n a r i o  3 : A d d  7 0 0  M M c f / d a y  w i t h  l o o p i n g  ( f r o m  6 . 8  t o  7 . 5  B c f / d a y )  

R o l l e d - i n  I n c r e m e n t a l

$  . 9  m i l l i o n  - $ 2 5 . 5  m i l l i o n

13
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Transparent 
Public policy

I

The A l a s k a  G a s l i n e  i n d u c e m e n t  A c t

AGIA creates a competitive process, not a 
negotiated process
Bids will be submitted, commented upon 
by the public, and evaluated
A winner will be chosen by the 
Commissioners
The Commissioners’ decision will be 
reviewed by the Legislature

1 4



Transparent 
Public policy

The A l a s k a  G a s l i n e  I n d u c e m e n t  A c t

• The value of AGIA’s inducements are up 
front and transparent

• Contrast: AGIA’s $500 million versus 
SGDA contract $10 billion+
-  Much of SGDA contract value was hidden and 

unquantifiable
-AGIA’s benefits are explicit and quantifiable

15
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Summary
The A l a s k a  G a s l i n e  I n d u c e m e n t  A c t

Without competition, and the forward movement 
that AGIA provides, Alaskans will have to wait, 
and watch, until the Producers do the pipeline 
on their timeline and on their terms.
AGIA changes the playing field.
AGIA is a commercial vehicle that creates a 
competitive playing field, provides a pipeline on 
Alaska’s terms, in a transparent manner.

1 6
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I o w .a

■ Exploration Incentiv e C redits (I)NR)
*  • • ' .

• A S  3 8 .0 5 .1 80 (i a llow s up  to 50  p e rce n t of drilling co s ts  ■ 
on co n v e n tio n a l le a se s; up  to 5 0  p e rce n t of s e is m ic  co s ts  on 
u n le a se d  state land.
• A S  4 1 .0 9 .0 1 0  alloW s up  to 50  p e rce n t of drilling an d  s e is m ic  co s ts  on  u n le a se d  an d  lice n se d  lands'oup to 2 5  p e rce n t on 
federal a n d  private lands.

■ Discovery Royalty (DNR)
•A S  3 8 .0 5 .1 8 0 (f ) (4 ) C o o k  Inlet S e d im e n ta ry  Basin.- F ive  p e rce n t royalty for 10 years.
• A S  3 8 .0 5 .1 8 0 (f ) (5 ) a p p lie s  to the fo llow ing C o o k  Inlet fields: Fa lls  C ie e k ,  N ico la i C re e k , S ta r ich k o f, N orth  Fork ,
R e d o u b t S h o a ls , an d  W e s t  Fo re la n d s . F ive  p e rce n t royalty on  first 2 5  M M  bb ls  for 10 years or 5 p e rce n t royalty on  first 
35  B C F  for 10 years.

■ Exploration Incentive Credits; AS 43.55.025 (DOR)
•Tax  cred it on w ells drilled >25 m iles from ex isting  unit b o u n d a ry  (N . S lo p e * );  up  to 20%
•Tax cred it on w ells drilled >3 m iles from  an y  existing oil or g a s  well (N . S lo p e * );  up  to 20%
•Tax cre d it on  w ells drilled >3 m iles from  a n y  existing oil or g a s  well a n d  >25 m iles from  an existing unit b o u n d a ry  (N . 
S lo p e * ); up  to 40%
•Tax cred it on s e is m ic  exploration  activity; up  to 40%

■ PPT (DOR)
• A S  4 3 .5 5 .0 2 3 (a ) p ro v id e s  for tax cre d it for A la sk a  ca p e x  (re in v e s tm e n t) a t 20%  rate (m a y  be  transferred  o r ca rr ie d - 
forw ard)
• A S  4 3 .5 5 .0 2 3 (b ) p rov id es  for tax cred it for 20%  of not lo sse s  (m a y  be  transferred  or carried -fo rw ard )
• A S  4 3 .5 5 .0 2 4  p rov id es a  tax cre d it up  to $ 1 2  million for sm all v o lu m e  p ro d u ce rs , p h a s e s  out on  a  slid ing  s ca le  for large 
v o lum e  p ro d u ce rs  (n o t tran sfe ra b le ) 4 0

'C o o k  Inlet requ irem ents vary



C U R H E N T  IN C E N T IV E S C O N V E N T IO N A L  L E A S E S U N L E A S E D  S T A T E  LAN D L IC E N S E D  LAN D S N G  L E A S E S F E D E R A L  & P R IV A T E  LAN D

Exp lo ration  Incentive Cred its (E IC )
AS38.05.180(i) up to 50% of drilling costs up lo 50% ol soisrnic costs N/A up to 50% of drilling costs N/A

A S41 .09.010 -  expires 7-1 -2007 N/A up lo 50% of drilling & seismic costs up lo 50% of drilling & soismlc costs N/A up to 25% of drilling & seismic cosls

Exp loration Tax Credit

A S4 3 .5 5 .0 2 5 .  (03.185) As much as 40% of drilling costs, or As much as 40% ol drilling costs, or As much as 40% of drilling costs, or As much as 40% of drilling cosls. or As much as 40% of drilling costs, or
Expires 7-1-2007 lor NS (05-286 As much as 40% of seismic costs As much as 40% of seismic costs As much a s  40% of seismic costs As much as 40% of seism ic cosls As much as 40% of seism ic cosls
Expires 7-1-2010 (or non-NS N/A

A S43 .20.043 -  expires 1-1-2013 (03.61) 10% of capilal investment 10% of capital investment 10% of capilal invostmcnt 10% of capital invoslmenl 10% of capital investment
for below 68° intil.ido’ rwt'> al b0*,<MT) 10% of annual cost 10% of annual cost 10% of annual cosl 10% of annual cost 10% of annual cost

Royalty Reduction

AS38.05.180(j) (03.28) as low as 5% if new production N/A (Applies aflcr conversion lo Lease) as low as 5% if now production N/A
as low as 3% if producing or shut-in (Applies after conversion lo lease) as low as 3%  if producing or shut-in

AS38.05.180(f)(6) (03.185) A s  l o w  a s  f o r  o  1  p r o d u c t i o n  f r o m  C l  p l a t f o r m s N/A N/A N/A N/A
if production falls below specified levels

D iscovery  Royally

AS38.05.180(I)(4) (or Cook Inlet only 5% royally for 10 yrs N/A In limited area aflcr conversion: T18N (Applies lo limited area: T18N) N/A

Prc-1969 leases only, sta lcw ide 5%  royally for 10 yrs N/A N/A N/A N/A

AS38.05.180(f)(5) for follow.ng fields only: 5% on 1st 25 MM bbls for 10 yrs N/A N/A N/A N/A
Falls Creek, Nicolai Creek, Starichkof, North 5% on 1st 35 B C F  for 10 yrs

Fork, Redoubt Shoals, & West Foreland
field must be in production by 1-1-2004

Econom ic Lim it Factor based C ic lin g - 
A S43 .55.011 (j)(k) Yes N/A (Applies alter conversion lo Lease) Yes Yes

Contract G as Price With a Utility vs Value of stale's royally sharo N/A (Applies aflcr conversion to Lease) Value ol slate's royally share Valuo ol stale's royally share
Roya lly  Value -  AS3B.05.180(aa) equals gas contract price equals gas contract price equals gas contract price

Value of state 's royalty gas used for ag 

products -  AS38.05.180(cc) (03.57)

■  ~ i  :  :
•'* If requesting this credit, not eligible for any other

Negotiated Value 

la x  cred its or royally modifications

N/A (Applies alter conversion to Lease) Negotiated Valuo Negotiated Value

Incentive Grid 1 -2407.xls



•  •  *
C U R R E N T  IN C E N T IV E S C O N V E N T IO N A L  L E A S E S U N L E A S E D  S T A T E  LAN D L IC E N S E D  LAN D S N G  L E A S E S F E D E R A L  & P R IV A T E  LAN D

Oualified C ap Ex  Credits (P P T ) -  AS 43.55.023(a)
transferable credit against PP T up to 20% of capilal expenditures N/A up to 20% of capital expenditures up to 20% of capital expenditures up to 20%  of capital expenditures

L o s s  Carry-Forward Cred its (PPT ) -  AS 43.55.023(b'
transferable credit against P PT up to 20% of capital expenditures N/A up to 20% of capital expenditures up to 20% of capilal expenditures up to 20%  of capilal expenditures

Transition  Investment Expenditure C red its (PPT ) -  AS 43.55.023(i)

non-transfcrrable credit against P P T
up to 20% ol 2001 -2006 capital 

expenditures N/A
up to 20% of 2001-2006 capital 

expenditures
up to 20% of 2001-2006 capital 

expenditures
up to 20% of 2001-2006 capital 

expenditures
Expires at the end of 2013

Frontier B asin  Production Credit -- AS 43.55.023(a)
i non-transferrablo credit against P P T up to SGMM N/A (Applies after conversion to Lease) up to S6MM up to $6MM

(for production south of 08 latitude and oustido Cook 
Inlet basin)

Expires at the end of 2010

Sm all P roducer Credit -- AS 43.55.023(c)

non-transfcrrable credit against P PT up to S12MM N/A (Applies after conversion lo Lease) up to S12MM up to S12MM
(S I2 MM (or production <50,000 BOE/day, declining 

on a sliding scale to SO for production >100,000 
BOE/day)

IN C E N T IV E S  A S  P A R T  O F  A  P R O G R A M C O N V E N T IO N A L  L E A S E S U N L E A S E D  S T A T E  LAN D L IC E N S E D  LAN D S N G  L E A S E S F E D E R A L  & P R IV A T E  LAN D

Exploration Licensing A S38 .05.132 N/A N/A Up to 500,000 acres per license N/A N/A

One-time $1/acrc license fee
No bonus bid

No annual rental
solo right to covert to O & G leases

Nonconvcntional G as Inccntivc-- reduced rental N/A (Applies after conversion to Lease) N/A
A S 38.05.180(n)(2) (04.531) 6.25%  royally if no competition with

12.5% leasee

I
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Overview

•  T h e  S t a t e  o f  A l a s k a  d o e s  n o t  p e r f o r m  q u a n t i t a t i v e ,  p r o b a b i l i s t i c  

r e s o u r c e  a s s e s s m e n t s ,  b u t  w o r k s  c l o s e l y  w i t h  t h e  a g e n c i e s  t h a t  d o

•  A l l  n u m b e r s  p r e s e n t e d  h e r e  a r e  f r o m  U S  G e o l o g i c a l  S u r v e y  &  M M S  

r e s o u r c e  a s s e s s m e n t s  p u b l i s h e d  b e t w e e n  1 9 9 S  a n d  2 0 0 5 .

•  A l l  e s t i m a t e s  p r o v i d e d  a r e  b a s e d  o n  r i g o r o u s  a n a l y s i s  o f  a l l  

a v a i l a b l e  d a t a ,  g e o l o g y ,  e x i s t i n g  a c c u m u l a t i o n s ,  a n d  b a s i n  a n a l o g i e s

•  A l l  n o n - r e s e r v e  e s t i m a t e s  a r e  p r e s e n t e d  a s  t e c h n i c a l l y  r e c o v e r a b l e  

r e s o u r c e s  ( a s  c o n t r a s t e d  w i t h  e c o n o m i c a l l y  r e c o v e r a b l e  o r  g r o s s  i n -  

p l a c e  e s t i m a t e s ) .

•  R e s o u r c e  e s t i m a t e s  u s e d  r e p r e s e n t  t h e  m e a n  o f  a  p r o b a b i l i s t i c  

d i s t r i b u t i o n  w i t h  a s s o c i a t e d  P 5  &  P 9 5



Oil & Gas Resources Team
■ H M

R e s o u r c e

A s s e s s o r s



N o r t h  S lo p e

Overview of Regional Geology



Overview of Regional Geology
C e n t r a l  N o r t h  S l o p e

2  B r o o k s  R a n g e  F o o t h i l l s  C o a s t a l  P l a i n B e a u f o r t  S e a

B a r r o w  a r c h

M e g a S e q u e n c e s  

B r o o k i a n  ( K - T )  

B e a u f o r t i a n  ( J r - K )  

E l l e s m e r i a n  ( M i s s - T r )  

B a s e m e n t  ( p r e - M i s s )

Kuparuk
>•>

R i f t  

S h o u l d e r

( F o r e d e e p ] D. Houseknecht
4 0 0  k m  I 2 5 0  m i

• L a t e  D e v o n i a n - T r i a s s i c  s o u t h - f a c i n g  

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

• J u r a s s i c - H a u t e r i v i a n  e x t e n s i o n a l  

e p i s o d e  s u p e r i m p o s e d  o n  o l d e r  

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

• J u r a s s i c - B a r r e m i a n  a r c - c o n t i n e n t  

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

b a s i n

• L a t t e r  t w o  t e c t o n i c  s e t t i n g s  o v e r l a p



N o r t h  A l a s k a  

S t r a t i g r a p h y  &  

P e t r o l e u m  P l a y s

A s  u s e d  i n  U S G S  N P R A  

A s s e s s m e n t

P l a y  d e f i n i t i o n s  w i l l  v a r y  

s l i g h t l y  a m o n g  

a s s e s s m e n t  p r o v i n c e s . . .
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NPRA Assessment Area
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North S lope Oil & Gas 
Activ ities & 
D iscoveries 
March 2005

©

M a p  L e g e n d

Oil Accumulations*
Gas Accumulations*
Recent Discoveries

2003 Exploration Wells

2004 Exploration Wolls

2005 Exploration Wolls & Activities ,
•Ot ar*4 Cat

(^[1 Units
—  Road

Trans-Alaska Pipeline
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•
Proven Gas Reserves

D o e s  n o t  I n c l u d e  P r o b a b l e

( reserves growth through continued development)

(BCF)
N o r t h  S l o p e

Badami Unit 0

Barrow 34

Colville River Unit 400

Duck Island Unit 843

Kuparuk River Unit 1150

Milne Point Unit 14

North Star 450

Prmlhoe Bay Unit 24 ,526

Other Undeveloped 8 ,000

T O T A L  N o r t h  S l o p e 3 5 , 4 1 7

C o o k  I n l e t 1 , 6 5 0

T O T A L  S T A T E  3 7 , 0 6 7

S v O O J j

Source: JJDHffAiuiual Keporl, Alaska l)NI< l)iv of O il  aiul

9
krlvO.VIII





Technically Recoverable ANS Reserve Estimates
D o e s  n o t  in c lu d e  e c o n o m ic  t h r e s h o ld s

N o r t h  A l a s k a  A s s e s s m e n t s  o f  U n d i s c o v e r e d ,  T e c h n i c a l l y  R e c o v e r a b l e  G a s 1

U S G S  A s s e s s m e n t  S e q m e n t Y e a r F 9 5 M e a n F 0 5

S t a t e  L an d s  o i l - a s s o c ia te d  g a s ,  BC- 2 0 0 5 2 ,6 8 1 4 ,1 9 8 6 ,0 9 2

S t a t e  L an d s  n o n - a s s o c i a t e d  g a s ,  BCF 2 0 0 5 2 3 ,9 3 9 3 3 ,3 1 8 4 4 ,8 7 3

NPRA n o n - a s s o c i a t e d  g a s ,  BCF 2 0 0 2 <10,372 6 1 ,3 5 1 8 5 ,3 1 7

ANWR n o n - a s s o c i a t e d  g a s ,  BCF 1 9 9 9 0 9 4 9 3 ,6 6 0

T o t a l  A r c t i c  O n s h o r e _2 9 9 , 8 1 6 __2

M M S A s s e s s m e n t  S e q m e n t

C h ukch i S h e lf  g a s ,  BCF 2 0 0 6 1 0 ,3 2 0 7 6 ,7 7 0 2 0 9 ,5 3 0

B e a u fo r t  S h e l f  g a s ,  BCF 2 0 0 6 6 5 0 2 7 ,6 5 0 7 2 ,1 8 0

H ope  B asin  g a s ,  BCF 2 0 0 6 0 3 ,7 7 0 1 4 ,9 8 0

T o t a l  A r c t i c  O C S 2 0 0 6 1 6 , 4 1 0 1 0 8 , 1 9 0 1 8 3 , 5 3 0

T o t a l  O n s h o r e  & O C S _2 2 0 8 , 0 0 6 _m2

Notes:
1 All n u m b ers  a re  probab ilistic  e s t im a te s  o f  u n d isco vered , tech n ica lly  re co v era b le  g a s  
in billions o f  cubic fee t (BCF). B ecau se th e s e  e s t im a te s  include g a s  re so u rc es  in sm all, 
n on -econ om ic accum ulations, th e s e  m e a n  vo lu m es o f  g a s  a re  unlikely to  e v e r  b e  produ ced .

1 1



A r c t i c  A l a s k a  P r o v i n c e  R e s o u r c e  E s t i m a t e s  S u m m a r y

R ese rv e  in Alaska

Beaufort Shelf
Oil 8.2 (0.4 - 23.2) BBO 
Gas 27.7 (0.6 - 72.2) TCF

Chukchi Shelf 
Oil 15.4 (2 .3-40 .1) BBO
Gas 76.8 (10.3 - 209.5) TCF

Central North Slope 
Oil 4.0 (2.6 - 5.8) BBO
Gas 33.3 (23.9 - 44.9) TCF

ANWR 1002 Area
Oil 10.4 (5.7 - 16.0) BBO 
Gas 3.8 (0 .0- 10.9) TCF

Hope Basin t
Oil 0 2 ( 0 0 - 0  6) BBO
Gas 3 8 (0 0 - 1 5  0) TCF

Source: Houseknecht and Bird, 2006, USGS PP1732-A, fig. 4 K IL O M E T E R S

N u m b e rs  for e a ch  a s s e s s m e n t  p ro v in ce  in c lu d e  m e a n  a n d  ra n g e  (9 5 -  to 5 -p e rce n t-co n fid e n ce -le v e l v o lu m e s ) o f u n d is co v e re d  oil 
(in billions o f barre ls [B B O ] )  an d  g a s  (in trillions of c u b ic  feet [ T C F ] ) .  R e d  n u m b e rs  co rre s p o n d  to d is co v e re d  a c c u m u la t io n ^  
C e n tra l N orth  S lo p e  a s s e s s m e n t  figures in c lu d e  both foothills a n d  co a s ta l plain areas, not ju st area w ith in d a s h e d  rectan g le .



Table 4. Estimated mean volumes of undiscovered, technically recoverable petroleum in conventional 
accumulations for areas in the Arctic Alaska Petroleum Province.

|Ksiimales for onshore and Stale offshore areas versus Federal offshore area are listed separately hoeatise ot'differences in the 
assessment methods used hy the U.S. Geological Survey and U.S. Minerals Management Sot vice. See figttic -I for l>5- and 5-per- 
cent-confideiice-levcl volumes, ANWR, Arctic National Wildlife Refuge; NPRA. National Petroleum Reserve m Alaska|

Oil and natural-gas liquids 
(billion bbl)

Natural gas 
(trillion l:t])

Crude
oil

Natural- Total 
gas  liquids 

liquids

N onassociated
gas

Associated

fl®s

Total
gas

Onshoro and State offshore a rea s

NPRA' 10.56 1.43 1 1.09 61.35 11.68 73.03

Central North S lope: j .y x 0.4X 4.46 33.32 4.20 37.52

ANW R. I n o :  A rea ' 10.56 0.10 10.55 3.S4 4.76 8.60

Subtotal 24.00 2.10 27.00 08.51 20.64 1 19.15

Federal offshore aroa

Chukchi Shell4 — 15.38 — 76.77

Beaufort Shell4 ----- 8.22 - - — 27.65

Hope Basin4 — 0.15 - - — 3.77

Subtotal — 23.75 — — 108.10

Arctic Alaska Petroleum Province onshoro and offshore a re a s  ______

Total — 50.75 - - —  ( ’ 2 7 . 3 4 ^

' l lm l and Motiseknechi iJO U ’ t.

M ind and o llte is i2tltl.S.

’ Hud ami llotisv'knechl i3lM I| i

JU S. Minerals M.uiaeeinent Set sice tJnOM

+ 35.42 (known fi< ; 
262.74 TCF totalAlZ.

Source: Housekneclit aiid Bird, 2006, USGS PP1732-A



Undiscovered Mean Field Size Distributions - USGS
State Lands: ~ i  undis­
covered oil accumulation > 250 
MMBO recoverable. ~ 2 undis­
covered gas accumulations 
> 1.5 TCF recoverable.

NPRA: ~11 undiscovered 
oil accumulations > 250 MMBO 
recoverable. ~7 undiscovered 
gas accumulations > 1.5 TCF 
recoverable.
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A r c t i c  A l a s k a  P r o v i n c e  L e a s e d  A c r e a g e

S u b s i s t e n c e  
Deferral  

(n o  le a s in g )

S u b s i s t e n c e  
Deferral  

(no  le a s in g )

NPRA

ANWR

• Existing leases in dark yellow
• High bid tracts from April 18, 2007 Beaufort Sea OCS sale shown in turquoise, orange, 
purple, etc.
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U n c o n v e n tio n a l G a s  P o te n tia l
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•  •  •
A N S  P o te n t ia l  H yd ra te s  R e s o u r c e

A ll Values T rillio n s  o f Cubic Feet (TCF)

• 32,965 T c f  - G as  Hydrates In P lace  
R e so u rc e3

• 104 T c f  - G a s  Hydrates In P lace  Prudhoe- 
Tarn area

• T e chn ic a l ly  R e co ve rab le  Numbers  cannot 
be de te rm ined  at this t ime

Collett, personal communication. 11/26/04. 19
in  'im p 03/02 05



C o a l  B a s i n s  /  C o a l  U n i t s

m >  Energy Sources in Remote Alaska

V i l l a g e s /  P o p u l a t i o n  C e n t e r s



• •

s " V  
a

A ; C  A  B e m
s  ' > ■

'  — ^
A l a s k a  C o a l  A s s o c ia t io n

M W — — BWM— — — B W W — IKaMWW— —  — 11111 ■ HIM!■! mI IIIWBBBWg— — — — WIWlnBCWMMMI

Ja irb .ink iV1 I

i  — V^e lu g .i C onl C o r  “ lW C  
Nonhroifbod ' Uj 

D:.?orV» (potpMtht, A, tW f
f  0 “'W r 's« .i i
ff C«il T«iuuitAl

lioiagi;
[d«i Oil Tmcdml

De.idf.ill Syiicline 
(A S R C )

Northern Alaska Basin - - -
Hypothetical Identified Measured 

F.esotuce P.etocuce P.eseives 
(10 tcixf.: <10* lenites: (IO' icixes)

5.550.C3D 136.100 13

B E R IS G S E A

All Other Areas
Hypciienc.il Idrenaed Mejstued

Resource P.ecetace Reserve-.
(Re toutieti ilO’ *oimeii '10! tonnes

8.66C *J0 0

O Exploration Prospective Phase 

O  Pre-Development Phase 

0  P r o d u c in g  M in e  

0  Major Port 

e«M Alaska Railroncl

—1'- Highways
■  C oal Fin'd Power Plants & Coal Technology Projects

 Nenana Province
Hypothetical Identified Measured

Resource Resource Reserves
10 tonnes) (10* tonnes) (10* tonnes)

lith b

Key to Coal Rank
| m  Bituminous 

m y  Subbltuinlnous 

]  Lilimte

Cook Inlet-Susitna Basin
Hypaiiienral Identified Meis.ucd

Resource Resource P.etetve;
llC tome; i i K ’ iotusesi 1 1 (r tome: i

54 355 10.550 hmimihh Mjjoi Basin Uni urns



R E V E N U E



F iscal



S T A T E  OF  A L A S K A
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History

CBRF Likely 
Depleted in 2014

Noto: Surpluses aro dopositod in tho Education Fund, shortfalls aro withdrawn from tho CBRF











P r i c e s



*

N a t u r a l  G a s  P r i c e s

I1 V W  f f l l

Senate Finance 
Department of Revenue, April 2 6 , 2 0 0 7  

Michael D. Williams, Chief Economist
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Source: IEA&USDOE
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J h e P a l i n - P a r n e l l A d m i n i s t r a t i o n p r e s e n t s

T h e  A l a s k a  G a s i i n e  I n d u c e m e n t  A c t

Rolled-in rates—from the FERC Perspective 
Senate Finance Committee 
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