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P aqe

D. Current Profits

Per-barrel North Slope profits for calendar year 1991 by field are displayed in 
Tables 12-A through 12-G. Table 12-A summarizes all fields and feeder pipelines; Tables 
12-B through 12-G break down the summary data for 1991 by producing field. 
Producers' profits on production and pipelining average $4.77 per barrel, ranging from 
$5.38 per barrel for Prudhoe Bay oil to $0.60 per barrel for Milne Point oil.

To avoid overstating industry income and profit*, Deakin cboae conservative numbers when be 
encountered data discrepancies. According to Deakin, this approach rerultcd in a probable understatement of 
revenue and per-barrel profits. For example, Deakin relied ou the price the companies reported to the State 
o f  Alaska for tax and royalty payments. That price was liable to be lower than the prevailing market prices. 
Delayed payments to the state in settlement o f tax and royalty disputes typially include payments for 
previous years, confirming higher per-barrel prices than the reported prices on which Deakin relied. CQil 
Industry Profitability in Alaska. 1969 through 1987. pp. T-S8, T-59).

Deakin's per-barrel profit figures have been re-stated for const arttocy with this report. Deakin 
delineated per-barel profits in terms o f working interest ownership, excluding royalty barrels; this report 

spreads revenues, costs (including royalty payments) and profits across total barrels.



CV 1991 North Slope Barrel Profit Analysis (TaOlo / Z -fl)

North Slooc Profit Analvyi; Al.l. FIELDS_____________ 1 - ;  CY 91 ANS Avb. i 3/bbl.) ■ - / f c t a a _____________________________ ______

Gv if Coast We*t Coast

1 Average Price for ANS (Spot) SI8.35 SI7.21 Dept. of Revenue dau

2 Oualtty Adjusted Price

J Production / Diepoatlion FUiLs. war Day
a Production men bbU. yr. / d*y) 664.870 / I.S22 DNR 1992 HiKoncaJ Oil Production lincl NGL'i)
b. Volume to Eaai / Wes Coaat <*) 21.93* 78.07% From DOR data

cecder Pipeline Tanfu (SO. 10) ($0.10) Wghtd. avg. aum of itema 4a thru 4g
> Operating A captul eouj ($0.04) ($0.04) Dept, of Law (7/29(92) leu  4b
b Sute & local property lax (ptpelineal SO.OO $0.00 30% of total DOR property tax
c Suite income lax (pipelines! $0.00 $0.00 4d * (eff. state tax rate / eff. fed. tax rate)
d Federal income tax (ptpelinetl ($0.01) ($0.01) Dept of Law (7/29/92) leu  item 4c
e After-Ux margin ($0.02) ($0.02) Dept of Law (7/29/92)
f Recovery of deferred return (SOuOl) ($0.01) •

g DRAR allowance $0.00 $0.00 •

TAPS 'Pipeline Tariff ($3.41) ($341) Sura of itetaa 3# thro »
a Operating & capital com ($131) ($1.31) Dept of Law (7/2?/92) lea* 3b
b Sute k  local property ux (pipeline!) (SO. IS) ($0.13) 30% of kxal DOR property lax
c State trcome tax (pipelineal (S0.09) ($0.09) Id * (eff. state tax rate / eff. fed. tax me)
d Federal income tax (pipelines) (SO 65) ($0.65) Dept of Law (7/29/92) let* ile a  3c
e After-ux margin ($0.49) ($0.49) Dept of Law (7/29/92)
f Recovery of deferred return ($0.64) ($0.64) •

y DRAR all iwaace ($0.08) ($0.08) •

h Pumpabibty Charge Dept of Revetne dua

6 Sute Share (Feeder Lineal ($0.01) ($001) 9oan of item  4b, 4c
7 Federal Share (Feeder Linei) (S0.01) ($0.01) b a a  4d

8 Industry Profit (Feeder Line*) $0.03 5003 Sura of itcsnAe, 4f

9 Sute Share (TAFS) ($0.25) ($023) .9am of itema 3b. 5c
10 Federal Share (TAP3) ($065) ($065) b e a  3d

11 Industry Profit (TAPS) $1.13 $1.13 Stun of item  Sc, 5f

12 Tanker tlo Gulf / We*t Coaatl (S3.S3) f$I.C7) USFRA dais (DOR)

13 Wellhead value $11.02 $12.64 Sum of ilcma 1, 4, 3, 12

14 Sute  Royakiea, Production k  Property Taxea ($3.01) ($3.41) Sna  of item  14a tfare 14d

a Royalty 
b Severance tax
c Spill Rdpooee k  Conservation Tatea 
d State A local property tax (production)

($130)
($131)
($005)
($036)

($130)
($131)
($005)
($036)

hem 13 leaa field oaaB* etc field roytfey 
I t ta  13 •  873* ninenal severance* EL? 
$.054*375
70* of total DOR property tax

15 Production coau ($3.49) ($3.49) Sica of item  LSu. 13b

a Lifting Cons
b Depletion. Depreciation A ABOrtantann

($1.19)
($230)

($1.19)
($230)

Derived from trade pnblicaboe estimate* 
Derived from trade pabbcation eahatnea

16 Net Rcveaoe (prodncbcts) $432 $5.74 Sna  of itema 13,14,13

17 State Income Tax (prodnction)
18 Federal Income Tax (peo&xtioa)

($015)
($1.40)

($015)
($1.79)

Ffroaa DOR Spr. 92 forecart (p. 38) lent i tem  4c, 3c 
Ert. 3 2 1 *  i f  item  16 a  17

19 Induatry Profit (production) $296 $3.79 Sara of item  16 tfcra 18

20 Total State Share (production ♦ pipeline*) $3.42 3332 Sua of item  6, 9 ,14 ,17

21 Total Federal Share (production * p^efine*) $206 $245 Su b  of item  7 ,10,18

22 Total Indurtry Profit (production * pipelines) $4.12 $4.95 Sum of item  8,11,19

23 CY 91 Induatry Avg. pcr-barrel ANS Profit $4.77



CY 1991 North Slope Barrel Proht Analysis (T ab le  /  Z  - g  )

1 Average Pnce for ANS (Spot)

2 Quality AdjuMed Pnce

3 Production / Dirooaiuoa Sbb. \ear
a Production (mm bbli. yr. / dayl 486.706 / 
b. Volume to Ean / West Coast (*)

/  • • CX91 PiudhK 

Oulf Const 

S18.35 

318.68

Day
1.330

21.93*

Avr tS/hbl.l - - 

We« Coaxt 

$17.21 

$1754

78.07*

1 Notei

Dept, of Revenue dau 

From DOR data

DNR 1992 Hiftoncal Oil Production line!, NGL'i) 
From DOR data

4 Feeder Pipeline Tariff* None
a Operating i\  capital coeu 
b Sute A locil property tax (pipeline*) 
c State income lax (pipeline*) 
d Federal income lax (pipelinea) 
e After-tax margin 
f Recovery of deferred return 
g DRAR allowance

5 TAPS Pipeline Tariff (S3.41) ($3.41) Sara of items 5a thra 5h
a Operating A capital cotu ($1.31) ($131) Dept of Law (7/29/92) lesa 5b
b State A local property tax (pipelincii) (SO. IS) (1015) 30* of total DOR property tax
c State income lax (pipelineal (SO. 09) (S0.09) 5d •  (off. Mate tax m e / eff. fed. tax m e)
d Federal income tax (pipelines) (saos) (S0.63) Dept, of Law (7(29(92) lesa item 5c
e After-tax margin (sa*9) (*0.49) Dspt of Law (7/29/92)
f Recovery of deferred return (SO. 64) (30.64) •

g DRAR allowance (S0.08) (SO 08) •

h Pumpability Charge S0.00 $0.00 Dept of Rev cane dau

6 S u e  Share (Feeder Liases)
7 Federal Share (Feeder Lines)

8 lodaatry Profit (Feeder Lines)

9 Sure Shrre (TAPS) ($Ql2S) (S0J25)

Sum of ilessa 4b 4c 
hem 4d

Sna of iteau 4e. 4f 

Stun of iterra 5b, 5c
10 Federal Share (TAPS) ($0.63) (SO 65) hnmSd

11 ladurtry Profit (TAPS) SI.13 SI.13 Sum of Hem* 5e, 5f

12 Tanker (to O ulf/W ert Coast) (S3.83) (31.07) USFRA dau (DOR)

13 Wellhead value $11.44 S1307 Sum of Hems 2 ,4 .5 .1 2

14 Stale Royalties. Production A Property Taxes (S3.22) ($3.64) Scm of rteuu 14a A n  14d

a Royalty ($133) ($1.54) heca 13 lesa field o c su 'e s t .  field royalty
b Severance tax ($1.49) (S1.70) hern 13 *.873 •  noonai aevemee* ELF
c 9pilJ Reaponae A CotaervaDoa Taxes ($0.0$) ($005) SD34 •  375
d State A local property tax (prodsctwo) ($036) ($036) 70*  of total DOR property tax

IS Prodoctioa coeu ($2.75) (33.73) Sam of itema 15a, 15b

a Lifting Cost* (SQ.93) ($095) Saiomm Bros., fuse 25.1991
b Depletion. Dcpradaooa A  A anttnaaoo (SI.80) (SI.80) Salomon Bros., J o e  23,1991

16 Net Reveane (prodrftsca) SS.47 $6.68 S u  of items 13.14, 15

17 State Income Tax (proAretaM/
18 Federal Income Tax (prodoctioa)

(SO 13) 
($1-71)

($013) 
($23)9)

From DOR Spr. 92 focecM (p. 31) leas itema 4c, 3c 
Ejl  32.1* of istms 16+17

19 Induatry Profit (production) S3.61 $4.43 Stum of Hen* 16 Am 18

20 Total 9ure Shoe (production * pipelines) S3.62 $404 Suaa of heaa 6 ,9 ,14 , 17

21 Total Federal Share (prodoctioa + pipelines) £233 S2.74 Sam of Horn* 7, 10,18

22 Total ladaatry Profit (prodacuoa ♦ pipelines) X4.74 $536 S u ic f i te a iS .  11,19

23 CY 91 bukmtry A v j. p c r -b tm l Profit (Prodboz lUjr) i S J I



CY 1991 N orth  S lo p e  B arre l Prolrt Analysis (T a D le  (2 . - C )

North Slone Profit Analvaii;. KUPARUK CY 91 Kunantk Avi, iVbbL) • -1 Nqici

Gulf Coaat Welt Coaat

1 Avenge Pnce for ANS (Spotl $18.35 $17.21 Dept, of Revenue data

2 (>ielity AdjuHed Pnce S P  26 $16.12 From DOR data

1 Production / Dispoartion Bib. war QiU
a Production (mm bbl«. yr. / day) 113.532 / 0.311 DNR 1992 Hiatorical Oil Production (iocl. NOL’a)
b. Volume to East 1 W m  Coaai i%> 21.93% 78.07% From DOR d tu

4 Feeder Pipeline l'anffi (S0-21) ($021) Sum of item* 4a thru 4g
a Operating A capital coau ($0.08) ($0.08) Fro-rated from TAPS eatimaiei
b State & local property tax iptpelinea) (SO.Ot) iSO.Ol) Prorated from TAPS eatunatea
c Slate income tax (pipeline*) (S0.01) ($0.01) Pro-nled from TAPS cad mates
d Federal income tax (pipeline*) (SO. 04) ($0.04) Pro-nted from TAPS eatimaiei
e Afier-ux margin ($0.03) ($0.03) Pro-rated from T APS c a im an
f Recovery of deferred return (S0.04) ($0.04) Pro-rated from TAPS etiimate*
g DR&P. allowance so.oo so.oo Pro-nted from TAPS e«timaica

5 TAPS Pipeline Tariff (S3.70) ($3.70) Sum of item* f t  thru 5h
a Operating St capital coei ($1.31) ($1.31) Dept, of Law (7/29892) lea* 5b
b Suie A local property tax (pipeline*) (10.15) ($015) 30% of total DOR property tax
c Stale income tax (ptpelinea) (S0.09) ($0.09) 5d * (cff. M e  tax rate / eff. fed. Ux m e)
d Federal income tax (pgwlinea) ($0.65) ($0.65) Dept of Law (7/29>V2) len  itna 5c
e After-tax margin (S0.49) ($0.49) Dept, of Law (7/29/92)
f Recovery of deferred return (SO. 64) ($0.64) ■

g DRAR allowance (S0.08) ($0.08) •

b Pumpabilitv Charge (S0l29) ($029) From DOR dam

6 Suae Share (Feeder Line*) (S0.02) ($002) Sum of iteuii 4b. 4e
7 Federal Shan; (Feeder Linea) ($0.04) ($0.04) Item 4d

S laduatry Profit (Feeder Lineal S0.07 $0.07 Sum of Hern 4e, 4f

9 State Share (TAPS) (S025) ($025) Sam of Hem* 5b. 5c
10 Federal Share (TAPS) (Sadi) ($065) [Ian 5d

11 Indnatry Profit (TAPS) SI.13 $1.13 Sara of itciM 5c, 5f

12 Tanker (to Gulf / We*: Cot*) (S3.83) ($1.07) USFRA d*U (DOR)

13 Wellhead value $932 $11.13 Sam of itea* 2, 4 .3 ,12

14 State RoyaJbe*. Prodocooo A Property Taxca (S2.60) ($2.99) Sum of item  14a thru 14d

a Royalty ($1.13) ($154) Itea 13 tea  field oMa •  e*. field royalty
b Severance lax ($UJ7) (3123) item 13 *.873 * nonsnai aevaaace* ELF
c Spill Renpooac A Cometvaioa Taxe* (Saasi ($0.05) $.054 •  375
d State A local ptupur/ tax (prodnctiou) ($036) ($936) 70% of tout DOft property tax

15 Producdou coau ($4.95) (54.95) Sara of item  15a, 15b

a Lifting Coau ($1.65) (SI.65) Salomon Broa.fane 25.1991
b Depletion. Dcpceciatjn A Aaortixaajoa (S3 JO) (S330) Salomon Bro*.. Jane 25,1991

16 Net Reveane (predncaoa) $1.97 $321 Sura of item  13,14,19

17 State Incase Tax (production) ($0.15) ($013) from DOR 3pr. 92 force*! (p. 38) le*a item  4c, 5c
IS Federal boom eTax (prodoction) ($058) ($098) Eat 321% of itcse  16 * 17

19 Induairy Profit (production) $123 $2.07 Sura of itea* 16 thro 18

20 Total 9llc Share (production * pipeline*) $3.02 $3.40 Sum of item* 6,9 ,14 ,17

21 Total Federal Slam (production * pipeline*) S127 $1.67 Sam of iceaa 7,10,18

22 Tcaal laduatry Profit (production * pipeline*) $2.43 $327 Sam of Hero* 8,11,19

23 CY 91 hxhiatry Avg. per-barrel Profit (Kuparufc) $3.0*



CV 1891 North S lope Barrel Prolit Analysis J a W e  13 . p  i

North Slooe Profit A nalY iu^iM lieO IT 1 - - CY 91 FraiicMl Avg. i$/bbl. 1 - - / N cia

Gulf Coaat We* Cota

1 Average Pnce for ANS (Spoti 518.35 $1721 Dept, of Revenue dau

1 (Jualitv Adjuraed Pnce 517 37 516.23 From DOR dau

3 Production / Dupontkm Bbh. year Day
* Production imm bbls. v r/d ay ) 42.530 / 0.116 DNR 1992 Hirtoncal Oil production (incL NGL'o)
b. Volume to Eaai Wen Coin i %» 21.9*% 78.07% From DOR data

4 Feeder Pipeline Tanffo (50.71) ($0.71) Sum of itema 4a thro 4g
a Operating A capital cotiti ($0.29) ($029) Dept, of Law (7/29/92) leas 4b
b Slate A local property tax (ptpelinet) ($0.03) ($0.03) 30% of total DOR property tax
c State income tax (pipelines) (50.01) ($0.01) 4d * (off. M e  tax rate / eff. fed. lax rate)
d Federal inconto lax (pipeline*) ($0.07) ($0.07) Dept of Law (7/29/92) leai item 4c
e After-ux taarpn (50.20) ($020) Dept, of Law (7/29/92)
f Recovery of deferred return (50.08) ($0.08) •

g DRAA allowance (50.03) (50.03) *

J TAPS Pipeline Tariff (53.58) ($338) Sun of itema 5a tfcra 5h
a Operating A capital corn (5131) ($131) Dept of U w  (7/29/92) lem 5b
b State A local property tax (pipeline*) ($0.15) ($0.13) 30% of total DOR property u x
c State income (ax (pipelinea) ($0.09) ($0.09) 3d * (off. Mate tax rme / off. fed. tax rain)
d Federal income tax (pipelinea) ($035) ($0.63) I> p t of Law (7/29/92) leae item 3c
e After-tax margin ($0.49) ($0.49) Dept of Law (7/29/92)
f Recovery of deferred return ($0.64) ($064) •

g DRAR allowance <sao8» ($0.08) •

h Puapafeility Charge (50il7) (5017) From DOR data

6 9tate Shire (Feeder Lineal (50.04) ($0.04) Sum of item  4b, 4c
7 Federal Share (Feeder Lineal (SOOT) (5007) Item 4d

8 Induatry Profit (Feeder Linea) 5028 5028 Sara of items 4c, <(

9 State Chart) (TAPS) (5023) (5023) Sura of nema 3b. 5c
10 Federal Share (TAPS) ($0.63) (5063) heat 3d

11 buhucry Profit (TAPS) 51.13 51.13 Sun of iteme 3c, 5f

12 Tanker Ito Gulf / W e* Coott) ($3.83) (51.07) USFRA dura (DOR)

13 Weill » d  valoe $923 51088 Sara of hose  2  4 .5 .12

14 State R0yakiea. Production A Property Taxea (5244) (5281) Sacs of iteaaa 14a thro 14d

a Royally (5126) (51.49) fteaa 13 laae Geld ooeu * era field royalty
b Severance tax (5tt78) (5092) hem 13 *.836 * aaniaoi ecveraaoe* ELF
c Spill Reapoaae A Coot. 9.Q34/M4*.875) ($005) ($003) $.054*336
d Sure A local property tax (prodacuoi) ($036) ($036) 70% oi  total DOR proparty tax

13 Prodoctioa cceu (53.82) (53.82) Saraofitosas 13a. 13b

i  Lifting Coeu ($1.94) (51.94) Derived (rota trade data
b Depletion Deprnr-iatroa A Aonrtantraa (53.88) ($3.18) Derrvod bora trade dau

16 Net Reveaw (prodaccoa) $0.99 5224 S u a o f Ueaa 13,14. 13

17 Suae Income Tax (prodncaoo) ($ a t5 ) ($013) Frora DCR Spr. 92 farocaot (p. 38) lesa itoau 4c, 3e
18 Federal lacome Tax (paodoctioi) ($027) ($067) Ej *. 321% of itaraa 16 * 17

19 Indunry Profit (production) $037 $1.41 Sent of sterna 16 thro 18

20 Total State Share (pmfccttoe * pipelines) 5289 5326 Sum of itema 6 .9 .14 ,17

21 Total Federal Share (prodoctioa ♦ pipelinea) $0.98 S1J8 Sun of itcraa 7,10, 11

22 Total Indaarty Profit (prodoctioa ♦ pipelinea) $1.98 52J3 Sura of ieaaie 8 .11 ,19

23 CY 91 Inductry Avg. per-barrel Profit (Endieoft) s u n



CY 1991 North S lope Barrel Profit Analysis (Tab le

North Slope Profit A atly tii USBURNE_____________ ' • -C Y 9I I inhume Av^. .vbbl.i - - / N cta

Gulf Coast Wea Co»it

1 Average Pnce for ANS (Spoil S18.35 517.21 Dept. of Revenue An*

2 Quality Adjuned Pnce 519.33 18.19 From DOR data

3 Production / Diraontioo f l il t  vrar 
a Production (mm bblr. yr. / day) 14.632 / 
b. Volume to Can / West Coart |%)

Pay
0.040

21.93% 78.07%
DNR 1992 Hiaoncil Oil Prodncuon (incl. NGL't) 
From DOR dau

4 Feeder Pipeline Tariffs None
• Operating A cxpittl em u 
b Sute *  local pcopaty tcx (pipelines) 
c Sute income t&x (pipelines) 
d Federal income tax (p^tclines) 
e After-ux margin 
f Recovery of deferred iraon 
g DRAR allowance

5 TAPS Pipeline Tariff 
a Qtcnatmg A capital coau 
b Sute & local property Ux (pipelines) 
c Sute income Ux (pipeline*) 
d Federal income tax (pipelincr) 
e After-ux margin 
f Recovery of deferred return 
1  DRAR allowance 
h Pumpefnlity Charge

(53.11)
($131)
(Sai5)
($0.09)
($063)
($0.49)
(50.64)
($0.08)
$030

($3.11)
($131)
($015)
($0.09)
(50.65)
($0.49)
($064)
($0.08)
1030

Sum of i l e a  5a thro 5h
Dipt, of Law (7/29/92) lets 5b
30% of total DOR property tax
5d * (eff. ante u x  rale / eff. fed. u x  rate)
Dept, of Law (7/29/92) less nets 3c
Dept of Law (7/29/92)

•
a

From DOR (tea

6 Sure S ure  (Feeder Uses) Sam of itecar 4b. 4c
7 Federal Share (Feeder Lines) hem 4d

8 Industry Profit (Feeder Lines) Sam of itama 4e, 4f

9 Sute Share (TAPS) ($025) ($025) Sura of h em  5b. 5c
10 Federal Share (TAPS) (10.65) ($065) tea* 3d

11 Industry Profit (TAPS) $1.13 $1.13 Scat of ilea* 5a, 5f

12 Tenter (to Gulf / West Cosat) ($3.83) (1.07) USFRA deu (DOR)

13 We«K*d value $1139 $14.07 Sou of items 2  A 5, 12

14 Stile Royalties, Production A Property Taxes (51.92) ($213) S a a i f  rtocar 14* d m  ltd

a Royalty ($1.45) ($1.65) beat 13 teas fisid oofflj •  eat. field royalty
b Severance Ux <$O06) ($007) N a  13 *275 •  aoatacol oevmaer* ELF
c Spill Response A Conacrvadaa Taxes ($a05) ($005) 2 0 5 4 * 2 7 5
d Suae A local property u x  (production) (3036) ($036) 70% of total DOR propajy taz

IS Prodnctioocoau ($8.45) (58.45) Saar of item  15a, 15b

a Lifting Coma ($2.80) (280) Saioaoa Bros. Jnae 29.1991
b Depletion, Depreciate* A Aaaonixa&oo ($565) (365) Sataaoa Bros. Jnae 25,1991

16 Net Revcont (prodacboa) 5203 $3.44 S u a  of heaaa 13,14.15

17 Stare Income Tax (prodsebna) ($0.15) ($015) From DOR Spr. 92 foracaat (p. 38) loot items 4c, 5c
18 Federal lacoaae Tax (prodaaboa) ($060) ($105) 'Em. 321% of itama 16 * 17

19 bxkutry Profit (production) $127 $223 Sera of iteoa 16 thra 18

20 Total Sale Share (production ♦ pipelines) $232 $253 Smn of itcaa A 9, IA 17

21 Toui Federal Share (production ♦ prelum*) $123 $1.70 Snmofilem*7, 10,18

22 Tout Industry Profit (ptndacboa * prpdtnor) $240 $336 Sam of items 8,11,19

23 CY 91 Indastry Avg. per-b*ml Profit (lisbo ra) 53.15



C Y 1991 North Stopo Barrel Profit Analysts (Tab le  13  )

North Slooe Profit Analvuu MILNE PT. / • - CY 91 Milne PL Av*. (S/bbl.) - - / Miaa

1 Average Pnce for ANS (Spoil

2 Qualify Adjurted Pnce

3 Production / t>«po«iioo f l i i t  wear
• Production (mm bblt. yr. / day) 7.457 / 
b. Volnme to Eart / Wert Coafi (%)

Gulf Coast 

$18.35 

$17.02

flay
0.020

r  *

Wert Coart 

$1721 

$15.88

78.07*

DepL of Revenue date 

From DOR data

DNR 1992 Hi not cal Oil Prodoctxm (incL Schsnder Bl) 
From DOR data

4 Feeder Pipeline Tanff (Milne Pi only) ($1.36) ($136) Sam of item* 4a dan 4f
n Operating A capital co«* ($0.88) ($0.88) Depl of 'a w  (7/29/92) leu  4b
b State A local property tax (pipeline*) ($0.06) (S0.06) 30* of total DOR propaty tax
c State income uu  (pipelinei) ($0.02) ($0.02) 4d * (eff. stale tar m e  / eff. Sed. tax m e)
d Fedenl income tar (pipeline* 1 ($0.13) ($0.13) Dept of Lam (7,29/92) tew Kean 4c
e .After-Ux mergin (SO. 16) ($016) Depl of Law (7/29/92)
f Recovery of deferred return ($ao$) ($005) •

I  DRAM allowance ($0.06) ($0.06) m

5 TAPS Pipeline Tariff (S4.00) ($4.00) Sum of Kcas 9a thru 3h
■ Operating A capital cort* ($1-31) ($131) Depl of Law (7/29/92) leu  Sb
b State A local property tax (pipeline*) ($a i5) ($015) 30* of total DOR property tax
c State mcocne tax (pipeline*) ($0.09) ($009) 5d * (eff. state tax roe / e f t  fed. tax m e)
d Federal income tax (pipeline*) ($0.63) ($065) Depl of Law (7/2SW2) leu  stem Sc
e Aftertax margin ($049) ($049) Dept, of Law (7/29/92)
f Recovery of deferred m a n ($064) ($064) •

g DRAR allowance ($0.08) ($0.06) »

t) Pumpability Charge ($039) ($059) From DOR dam

6 State Share (Milne P t Feeder Line) ($009) ($0.09) Son cf item* 4b, 4o
7 Fedenl Shire (Milne Pt Feeder Line) ($017) ($013) hem 4d

8 Indoitry Profit (Milne PL Feeder Line) $021 $021 Snat of item  4c, 4f

9 Stale Share (TAPS) ($025) ($025) Sum of Kean 5b, Sc (to TAPS otrnea)
10 Federal Share (TAPS) ($0.63) (5063) feemSd

11 lodaary Profit (TAPS) $1.13 $1.13 Ssm of itea* Sc. Sf (to TAPS owners)

12 Tanlcer (to Gulf / Wert Coartt ($3.83) (51.07) USFRA data (DOR)

13 Wellhead value $763 $923 Snsi of Kmn 2 ,4 ,5 . 12 ♦ ($021) Cnpmolt Pipe tariff

14 State Royalties Production A Property Taxe* ($1.67) ($2.01) Sam of item* 14a thru 14d

a Royalty ($127) (St-57) h a  13 leu  field cocD * e*L BeWroyiky
b Severance tax $000 ($003) h a s  13 *.817 * nominal asvoaace* ELF
c Spill Rexpooe A Conservation Taxe* ($005) ($005) $.054*375
d State A local propaty tax (production) ($026) ($036) 70*  of total DOR property tax

IS Productioa ccrti ($620) ($620) S an  of item* 15a, 15b

* Lifting Coct* ($2.07) ($2.07) Dcrivad from trade d*U
b Depletion, Deproantjon A Aatortixrtsoo ($4.13) (U 1 3 ) Derrvcd (rosa trade drta

16 Net Revenue (production) ($024) $1.05 Sita of Keau 13,14.19

17 State Income Tax (prodrobon) ($015) ($015) Front DOR Spr. 92 ferecaset (pt 38) k a t den* 4c, Se
18 Federal Income Tax (prodnerion) $000 ($029) W e*  Ert. 32.1* of Ken* 16 ♦ 17; OaH Coart negative

19 Milne Pi Profit (production) ($039) M 61 Sam of istm  16 Are 18

20 Total Sutc Share (production ♦ pipeline*) $2.17 $230 Sam of Heai 6 ,9 ,1 4 ,1 7

21 Total Fodnral Share (production ♦ pgwUaes) $032 $137 Stan of Keen 7,10, 18

22 Total Milne Profit (production + pipeline) ($0.18) $032 Sua* cf item* 8 (Milao P i npeiiae only), 19

23 CY 91 Industry Avg. pB r-b urrl Profit CWfifco* PL) S066



CV 1991  North Slope Barrel Proiit Analysts i T apie

North Slaps Profit Aatlyiit; OTHER_____________ /-■ CY 91 OthgRevenue Ave. is/bh i.i- - '  Nom____________________

(Koparak Prpelita: tariff on Milne Pl Oil) Gulf Co«M Wen Com

1 Average Pnce for ANS iSpot) $0.00 in.a.) (See rmalyiu of Miloe Pl. oil)

2 Quality Adjunct! .V.ce In.*.)

3 Production / Diaporiuon 1 Milne Pli Kb Is . war Dtn
a Production (mm bbt*. jrr. / day) 7.457 / 0.020
b. Volume to Ean / Wen Coaat (%) 0.004 (aa.)

4 Feeder Pipeline Tariff (Kuparuk'* Milne PL oil) ($0.21)
a Operating *  capital coau ($0.10)
b State A local property tux (ptpelineil ($0.01)
c Stale income tax (pipeline*) $0.00
d Federal income Lax (pipeline*) ($0.03)
e After-lax margin ($0.05)
f Recovery of de&rrec retarn ($0.01)
g DRAR allowance $0.00

5 TAPS Pipeline Tariff
a Operating A capital cotta
b State A local property tax (pipeline*) 
c State income tax (pipeline*)
d Federal income lax (pipeline*) 
e After-tax margin
f Recovery of deferred return
g DRAR allowance
h Ptrmprixlrty Charge

6 State Share (Kttpmk'a Milne PL oil) ($0.02) ($0.0') Sum of itema 4b, 4c
7 Federal Share (Kuparak'a Milne PL oil) ($0.03) ($0.03) Item 4d

8 Induatry Profit (Kuparak'i Milne ft. oil) $0.05 $0.05 Sum of itcaa 4c, 4f

9 Sute Share (TAPS)
10 Federal Share (TAPS)

11 Indastry Profit (TAPS)

12 Tanker (to Gulf / Wett CoatC)

13 Wellhead value

14 State RoyaJriea, Production A Property Taxea

a Royalty 
b Severance tax
c Spill Ropoaae A Cooaervmioa Taxes 
d Stme A local property tax (prodKtka)

15 Prodnctioa coma 

a UftiagCoata
b Depletion, Deprocittiam A Aamttmkica

16 Net Reveaoe (production)

17 State Income Tax (prodnctaan)
18 Federal lacoma Tax (production)

19 tndurtry Profit (production)

20 Total State Share (production ♦ pipeline*) $0.02 $0.02

21 Total Federal Share (production ♦ pipeline*) $0.03 $0.03

22 Total Intfcutty Profit (tCupmr&t Milne Pl oil) $0.05 $0.05

Stun of item* 6 ,9 ,14 , 17 (Koparak Pipeline only) 

Sua of item* 7 ,10,18 (Koparak Pipeline only) 

Sum of item* 8 .11,19 (Kapnrak Pipeline only)

($021) Sam of item* 4a thru 4g
($0.10) Dept, of Law (7/29/92) leu  4b
($0.01) 30* of total DOR property tax
$0.00 4d * (eff. Mate tax m e / eff. fed. tax m e)

($0.03) DepL of Law (7/29/92) km  ruxn 4c
($0.05) Dept, of Law (7/29/92)
($0.01) •

$0.00 •

23 CY 91 IndutSry Avg. prr-barrel Profit (Kup. Pipe I Mltae PL oil) $0.05
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One can estimate the North Slope producers’ total profits from Alaska operations 
for 1991 by multiplying the estimated per-barrel profit of $4.77 by the 664.9 million 
barrels produced during the course of that year; the North Slope producers’ total profit on 
their Alaska operations would be $3,006,000,000 ($3,006 billion). If the North producers 
were a single corporation — in fact, three companies control over 90% of North Slope 
production and pipeline profits and work closely together in most aspects of their 
operations — the North Slope Oil Corporation would have been in a dead heat with 
Phillips Morris for second place among the most profitable corporations in the United 
States in 1991.61

The following graph shows 1991 North Slope profits in relation to the profits 
earned by the nation's most profitable corporations for that year.

61 Fomrnc. April 20, 1992.



Graph 2. 
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CY 1991 Estimated Profits 

Fortune 500 Leaders v. North Slope Estimated Profits

Exxon Phil. Morris Alaska North Gen. Electric

( # 1 )  ( # 2 )  S I ° P e ‘ (#3)

* Principally Exxon, ARCO and BP (BP is not listed in Fortune 500)

Sources: Fortune, April 20, 1992; Table 12-A

ARCO
(#26)
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The industry's $3 billion profit earned North Slope operations does not include:
= >  downstream profits from marine transportation, refining and marketing of 

North Slope crude oil;
= >  the intangible value to the vertically integrated North Slope producers of 

assuring its refineries a stable supply of crude oil through its North Slope production; and 

= >  off-book or hidden piofits totalling hundreds of millions of dollars from the 
accumulation of funds such as TAPS DR&R collections.62

North Slope’profits for 1991 were impressive, but they were not unusual. ARCO 
reports after-tax profits for its ARCO Alaska production arm, ARCO Alaska, in its annual 
report ARCO Alaska's 1991 income of $413 million, down 41 % from 1990's Mid-East 
crisis high, was 13% below the company's 1987-89 average.63

Tables 13A-G and 14A-G 'mcsent composite and field per-barrel profit estimates for 
state fiscal year 1992 (FY 92) and calendar year 1992 (CY 92) through September. FY 92 
fell into a price trough. Oil prices dropped after the the U.S. bombardment of Iraq in early 
1991 and did not rebound for more than a year. Thus FY 92 may be used as a conservative 
indicator of North Slope oil profits. The average North Slope per-barrel profit for FY 92 
dropped to S4.51, down $0.26 per barrel from C Y 9 1. Estimated profits rebounded to an 
estimnated $4.72 for the current calendar year. In addition to indicating the magnitude and 
the consistent nature of North Slope profits, these tables also serve to demonstrate the 
subtleties of relationship between price and profitability.

62 DRAR pay-outs may have significant affects on future production scenarios (see Hidden Billions: The 
TAPS HRAJUfroyiaion, (op. siU-

63 Atlantic R ichi.jld  Co., 1991 Annual Report, p. 61. ARCO Alaska's profit is derived almost entirely 
from its North Slope production; TAPS profits are included with a different subdivision, the ARCO 
Transportation Co.



FY  1992 North Slope Barrel Profit Analysis (Table 13  V? 1

__________________________________________________ DL32.AM> M  g, lV bunl) - - '  Nsn«

1 Average Price for ANS iSpcrti

2 Quality Adjusted Pnce

3 Production / DisDoniUon Bbls. \rar
a Production iuim bbls. yr. / day> 634.332 / 
b. Volume to East / Weat Coast (S i

Pm
1.788

Gulf (.'oast 

517.81

20.31%

West Coaal 

SI 6.64

79.49%

Monthly ipot averages (DORi

From DOR dau line!. NGL's) 
From DOR dau

4 Feeder Pipeline Tnriffs ($0.09) ($0.09) Wgbtd. avg. sum of items 4a thru 4g
a Operating k  capital costs ($0.04) ($0.04) From Dep'. of Law (7/29/92) leas 4b
b State & local property tax (pipelines) $0.00 $0.00 30% of tot 1 DOR property lax
c State income tax (pipelines) $0.00 $0.00 4d * (eff. scale lax rae  / eft. fed. tax rate)
d Federal income tax iprpelinei) ($0.01) ($0.01) From Dept, of Law (7/29/92) I*m  item 4c
e After-tax margin ($0.02) ($0.02) From Dept of Law (7/29/92)
f Recovery of def xTed return ($0.01) ($0.01) •

g DR&R allowance $0.00 $0.00 •

5 TAPS Pipeline Tariff ($3.44) ($3.44) Sum of itema 5a thru 5h
a Operating k  capital costs ($1.36) ($1.36) From Dept of Law (7/29/92) leu 5b
b Stale & local property lax (pipelinea) ($0.15) ($0.15) 30% of total DOR property tax
c State income tax (pipelinea) ($0.09) ($0.09) 5d * (eff. state u x  nae / eff. fed. tax rate.
d Federal income tax (pipelines) ($0.64) ($0.64) From Dept of Law (7/29/92) leu  item 5c
e After-tax margin ($0.51) ($0.51) From Dej*. of Law (7/29/92)
f Recovery of deferred return ($0.61) ($0.61) •
i  DR&R allowance ($0.07) ($0.07) •
h Pumpability Charge Dept of Revenue data

o State Share (Feeder Lineal ($0.01) ($0.01) Sum of itema 4b. 4c
7 Federal Share 1 Feeder Lineal ($0.01) ($0.01) Item 4d

8 Industry Profit (Fender Lines 1 $0.03 $0.03 Sum of itema 4c. 4f

9 State Share (TAPS) ($024) ($024) Sum of iteuu 5b. 5c
10 Federal Share (TAPS) ($0.64) ($0.64) brm 5d

11 Inuurtry Profit (TAPS) $1.12 $1.12 Sum of itema 5e. 5f

12 Tanker (to Gulf / West Coast) ($3.74) (S1.04) USFRA dau (DOR)

13 Wellhead value $10-53 $1206 Sam of items 1. 4,5. 12

14 State Royalties. Production & Property Taxes ($2.90) ($3.27) Sam of items 14a thru 14d

a Royalty ($124) ($1.43) Item 13 less field crwta * eat field royalty
b Severance tax ($126) ($1.44) Item 13 *.875 * nominal severance* ELF
c Spill Re^xraae Si Conservation Taxes ($0.05) ($0.05) $.054 * .873
d Stale & local property lax (production) ($0.36) ($0.36) 70% of total DOR property tax

15 Production cona ($3.49) ($3.49) Sum of itema 13a, 15b

• Lifting Costs ($1.19) ($1.19) Derived from trade publication estimate*
b Depletion.. Depreciation & Amortization (S2.30) ($230) Derived from trade publication estimate*

16 Net Revenue (production) $4.15 $531 Sum of itema 13.14. 15

17 Stale Income Tax (production) ($0.13) ($0.13) DOR Spr. 92 forecast (p. 38) leu  itema 4c, 3c
18 Federal Income Tax .production) ($129) ($1.66) Eat 321% of itema 16 + 17

19 Indusuy Profit (production) $2.73 $352 Sum of itema 16 thru 18

20 Total State Shnrc (production ♦ pipelines) $328 $3.65 Sum of itema 6.9, 14, 17

21 Total Federal Share (production * pipelines) $1.94 $231 Sum of items 7, 10. 18

22 Total Industry Profit (production +■ pipelines) $3.88 $4.67 Sum of items 8, 11, 19

23 FY 92 Industry Avg. per-barrd ANS Profit



FY  1992 North S lope Barrel Profit Analysis (Table

i i g f l i i - S ig y  P rofit A m lv ii» j_ P R U p H O E  B A Y ___________ L - ■ FY  92 E pirihag .A ( t .d S fb b l.l  - J L  L  &21C3_____________

1 Average Pnce for .ANS (Spot)

2 Quality Adjusted Pnce

J Production / Disposition ttbls. \ear 
a Production I mm bbls. vt. / day) 476.834 / 
b. Volume to East / West Com  i%)

Day
1.303

Gulf Coast 

817.81 

818 14

20.51%

West Com 

$16.64 

S 16.97

79.49%

Dept, of Revenue data 

From DOR data

From DOR data 
From DOR data

4 Feeder Pipeline Tariffs
a Operating A capital com 
b State *  local property tax (pipeline*) 
c Slate income tax (pipeline*) 
d Federal income lax (pipelines) 
e After-tax nuugm 
f Recovery of deferred return 
g DRAR allowance

5 TAPS Pipeline Tsnff (83.44) ($3.44)

None

Sum of items 5a thro 5b
a Operating A capital costs (81.36) ($1.36) From Dcpc of Law (7/29/92) less 5b
b Slate A local property lax (pipelines) (80.15) ($0.15) 30% of total DOR property tax
c State income tax (pipelines) (80.09) ($0.09) Sd * (eff. slate tax rate / eff. fed. tax m e)
d Federal income lax (pipelines) (80.64) (80.64) From Dept, of Law (7/29/92) less item 5c
e After-Ux margin (80.51) (80.31) From Dept of Law (7/29/92)
f Recovery of deferred return (80.61) (80.61) •

g DRAR allowance (80.07) ($0.07) «

b Pumpability Charge SO.OO $0.00 Dept of Revenue data

6 Stale Share (Feeder Lines)
7 Federal Share (Feeder Lanes)

8 Industry Profit (Feeder Lines)

9 Slate Share (TAPS) (80.24) ($024)

Sum of items 4b, 4c 
hem 4d

Sum of items 4e. 4f 

Sum of items 5b. 5c
10 Fedenl Share (TAPS) (80.64) ($064) hem Sd

11 Industry Profit (TAPS) 81.12 $1.12 Sum of items 5e, 3f

12 Tanker (to Gulf / Wert Coasl) (83.74) (51.04) USFRA data (DOR)

13 Wellhead value 810.96 $12.49 Sum of items 2 ,4 ,5 , 12

14 Stale Royalties. Production A Property Taxes (83.10) ($350) Sum of items 14a thro 14d

a Royalty (81.28) ($1.47) hem 13 leas field costa * est field royalty
b Severance tax ($1.42) ($1.62) hem 13 *.875 •  nominal severance* ELF
c Spill Response A Conservation Taxes ($0.05) ($0.05) $.054 •  .875
d State A local property tax (production) (S0.36) ($036) 70% of total DOR property lax

15 Production costs ($2.75) ($2.75) Sumofitems 13a, 15b

a Lifting Costs ($0.95) ($0.95) Salomon Bros.. June 25. 1991
b Depletion.. Doprecisska A Amottirsboo ($1.80) ($1.80) Salomon Bros., June 25, 1991

16 Net Revenue (production) $3.11 $625 Sumofiteuai 13. 14, 15

17 State Income Tax (prod action) (80.13) ($0.13) From DOR Spr 92 fcrocaa (p. 38) leas items 4c, 5c
18 Federal Income Tax (production) ($1.60) ($1.96) Eat. 321% of items 16*- 17

19 Industry Profit (production) $338 $4.15 Sumofitems 16 thru 18

20 Total Stale Share (production + pipelines) 83.48 $3.87 Sum of items 6 ,9 ,14 , 17

21 Total Fedenl Share (production ♦ pipelines) $224 $250 Sum of items 7,10, 18

22 Total Industry Profit (prork. ion * pipelines) $450 $527 Sum of items 8,11, 19

23 FY 92 Industry Avg. per-barrel Profit (Prudhoe Bay) S5.ll
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FY 1992 North S lo p e  B arre l Profit A n a lys is  (T a b le  / 3 . - 0

North Slope Profit Anal van: KUPARITC / - - FY 92 Kupanik Ave. (5,7*1 i - - ■' Notes

Oulf Coau West Coau

1 Average Pnce for ANS (Spoil S17.SI $16.64 Dept, of Revenue dau

2 Quality Adjusted Pnce Mb. 72 $15.55 From DOR data

1 Pn-'luction / Disposition Bbis. \tar f lo
a Production imm bbla. yr. / diyi 115.970 / 0,317 From DOR data
b. Volume to East/ West Coast (% I 20.51% 79.49% From DOR dau

4 Feeder Pipeline Tariffs ($0211 15021) Sum of itcma 4a thru 4g
a Operating A capital costa ($0.08) ($0.08) Pro-rated from TAPS estimate*
b Sute A local property tar (pipeline*) ($0.01) ($0.01) Pro-rated from TAPS estimates
c Suie income tax (pipeline*) (50.01) ($0.01) Pro-rated from TAPS erUmate*
d Federal income tax (pipeline*) ($0.04) ($0.04) Pro-rated from TAPS eattmalc*
e After-tax margin ($0.03) l$0.03) Pro-rated from T APS can mate*
f Recovery of deferred return ($0.04) (50.04) Prorated from TAPS estimate*
g DRAR allowance $04)0 S0.00 Prorated from TAPS estimate*

5 TAPS Pipeline Tariff ($3.73) ($3.73) Sum of items 5a thru 5h
a Operating A capital cost* ($1.36) ($1.36) From Dept, of Law (7/29/92) leu  5b
b State & local property tax (pipeline*) ($0.13) ($0.15) 30% of total DOR property ux
c Slate income (ax tpipeline*) ($0.09) ($0.09) 5d * (eff. state tax rate / eff. fed. tax rate)
d Federal income tax (pipeline*) ($0.64) ($0.64) From Dept of Law (7/29/92) k*a Hem 5c
e After-tax margin ($0.51) ($0.51) From Dept of Law <7/29/92)
f Recovery of deferred return (S0.61) ($0.61) ■

g DRAR allowance ($0.07) ($0.07) •

b Pumpnbility Charge ($029) ($0.29) From DOR dau

6 State Share (Feeder Line*) ($0.01) ($0.01) Sum of itemi 4b, 4c
7 Federal Share (Feeder Fine*) ($0.04) ($0.04) Item 4d

8 Indurtzy Profit (Feeder Fine*) $0.07 $0.07 Sum of items 4c, 4f

9 State Share (TAPS) ($024) ($0.24) Sum of items 5b, 5e
10 Federal Shoe (TAPS) ($0.64) ($0.64) Item 5d

11 Industry Profit (TAPS) $1.12 $1.12 Sum of items 5e. 5f

12 Tanker (to Gnlf/ West Coaat) ($3.74) ($1.04) USFRA dau (DOR)

13 Wellhead value $9.04 $10.57 Sum of items 2, 4 ,5, 12

14 Sute Royalties, Production A Property Taxes ($251) ($228) Sum of items 14a thro 14d

a Royalty ($1.08) ($127) hem 13 leaa field costs * eat. field royalty
b Severance lax ($1.03) ($121) ftem 13 *.875 * nominal severance* ELF
c Spill Reaponae A Conaexvadoa Taxea ($0.05) ($0.05) $.054 •  .875
d State A local property tax (prottaction) ($026) ($0.36) 70% of total DOR property lax

15 Production cotta ($4.95) ($4.95) Sum of items 15s. 15b

a Lifting Coata ($1.65) ($1.65) Salomon Bros.. June 25. 1991
b Depletion-, Depreciation A Aaaxtizabos ($320) ($320) Salomon Bros.. June 25,1991

16 Net Revenue (production) $128 $2.74 Somofitems 13, 14, 15

17 State Income Tax (prodoction) ($0.13) ($0.13) from DOR Spr. 92 forecast (p. 38) leu  items 4c, 5c
18 Federal Income Tax (production) ($0.47) ($0.84) Eat 32.1% of items 16 + 17

19 loduttry Profit (production) $0.99 $1.78 Sum of items 16 thro 18

20 Total State Share (production ♦ pipeline*) $2.90 $326 Sum of itemi 6,9 ,14. 17

21 Total Federal Share (production ♦ pipeline*) $1.15 SI22 Sum of items 7, 10, 18

22 Total Induatzy Profit (production ♦ pipeline*) $2.17 $2.96 Sum of items 8. 11, 19

23 FY 92 Industry Avg, per-barrtl Profit (Kuparuk) S2J0



FY 1992 North S lope Barrel Profit Analysis (T ab le  /3-P)

North Slope Profit Aaalvna: END1POTT FTK1.D / • -.FY 92 FttiiM tl Ayr, l^bm eD - - L Notes___________

Gulf Coast West Coast

1 Average Pnce for ANS (Spot) SI 7.81 SIO.64 Dept of Revenue d.>ca

2 <>ialily Adjusted Pnce $16.83 S15.66 From DOR data

3 Production / Disposition Bbls. \ f  or Day
a Production (mm bbls. vt. / day) 40.843 1 0.112 From DOR data
b. Volume to East 1 Wen Coon (% i 20.51% 79.49% From DOR data

4 Feeder Pipeline Tariffs ($0.71) ($0.71) Sum of itema 4a thro 4g
a Operating & capital corts ($029) ($0.29) From Dept, of Law (7/29/92) I n i  4b
b Stale & local property tax (pipelines) ($0.03) ($0.03) 30% of total DOR property tax
c State income tax (pipelines) ($ao i) ($001) 4d •  (eff. state tax m e  /  elf. fed. tax rate)
d Federal income tax (ppdines) ($0.07) ($0.07) From Dept, of Law (7/29/92) Ieaa item 4c
e After-lax margin ($020) ($020) From Dope of Law (7/29/92)
f Recovery of deferred return ($0.08) ($008) •

g DRAR allowance ($0.03) ($0.03) •

5 TAPS Pipeline Tariff ($3.60) ($3.60) Sum of items 4a thru 4g
a Operating & capital coats ($136) ($1.36) From Dept, of Law (7/29/92) Ieaa 4b
b Stale Sc local property tax (pipelinea) ($0.15) ($0.15) 30% of total DOR property tax
c State income tax (pipelines) ($0.09) ($009) 5d * (eff. rtate tax rate /  eff. fod. tax rate)
d Federal income tax (pipelines) (S0.64) ($0.64) From Dept, of Law (7/29/92) Ieaa item 5c
c After-tax margin ($031) ($0.51) From Dept of Law (7/29/92)
f Recovery of deferred return ($0.61) ($0.61) m

g DRAR allowance ($0.07) ($0.07) m

b Pumpabilily Charge ($0.17) ($017) From DOR data

6 Sate Share (Feeder Lines) ($004) ($0.fM) Sum of items 4b, 4c
7 Federal Shan (Feeder Lines l ($0.07) ($0.07) Item 4d

S Industry Profit (Feeder Liner) $028 $020 Sen of itema 4c, 4f

9 Stale Share (TAPS) ($024) ($024) Sum of items 5b, 3c
10 Federal Share (TAPS) ($064) ($0.64) Item 3d

11 Industry Profit TAPS) $1.12 $1.12 Sum of items Sc, 5f

12 TanL-.r Ito Golf / West Coast) ($3.74) ($1.04) DSFRA data (DOR)

13 Wellhead value $8.77 $1030 ' Sum of items 2 ,4 ,5 ,1 2

14 Strle Royalties. Production Sc Property Taxer ($227) (£2-61) Sum of items 14a thro 14d

a Royalty ($1.19) ($1.41) hem 13 lew field costa * eat. field royalty
b Severance tax ($068) ($0.80) Item 13 *.856 * nominal severance* ELF
c Spill Response A Coda. ($.OJ4/bM*.875) ($0.05) ($0.05) $.054 •  .856
d State A local property tax (prediction) ($0.36) (1036) 70% of total DOR property Ux

15 Production costa ($5.82) ($3.82) Sum of items 15a, 15b

a Lifting Costs ($1.94) ($1.94) Derived from trade data
b Depletion- Depreciation A Amottizztioa ($3.88) ($3.88) Derived from trade cfcsta

16 Net Revenue (prediction) $0.68 $187 Sum of items 13,14, 15

1 7 State Income Tax (production) ($012) ($012) From DOR Spr. 92 forecast <ja 38) leas items 4c, 5c
18 Federal Income Tax (prodoctioa) ($0.18) ($036) Est. 32.1% of items 16*17

19 Industry Profit (production) $038 $1.19 Sum of hems 16 thru 18

20 Total State Share (production ♦ pipelinea) $268 $3.02 Sum of hems 6 ,9 ,14 , 17

21 Total Federal Share (production * pipelines) $0.89 $127 Sam of items 7, 10,18

22 Total Industry Profit (prediction * pipelines) $1.78 $239 Sum of items 8,11,19

23 FY 92 Industry Avg. per-barrel Profit (Endicott) 5242



FY 1992 North Slope Barrel Prolit Analysis 'Tab le

North Slope ProfiLAfdlyain LISBURNL / - .  EY-iU-LubynK. Av g. iS/bamd, - < Hym

1 Av erage Price for ANS (Spot 1

2 (Quality Adjusted Pnoc

t Production / Disposition Bbls. \ear Qjy
n Production imm bbls. yr / day) 13359 / 0.037
b. Volume to East ’ Wejt Conn i l l

Gull I'uait West t oau 

SP.81 MS.M

Sl'j.-y m 2

Feeder Pipeline Tariffs 
a Operating A .-apiinl costs 
b State 1fc local property tax (pipeUocsl 
c State income tax (pipelines) 
d Federal locomc tax (ptpelinea) 
e After-tax margin 
f Recovery of deferred return 
g DRAR allowance

:o.5i% 79 49%

Depl. ot Revenue date, 

From DOK ilala

From DOR data 
From Df)R data

None

5 TAPS Pipeline Tanff
a Operating A capital costa 
b Stale A local property lax iprpe lines) 
c State income tax (pipelines) 
d Federal income lax (pipelines) 
e After-tax margin 
f Recovery of deferred return 
g DRAR allowance 
b Pumpability Charge

153.14) 
(Si-36)
150.15) 
($0,091 
($0.64) 
($0.51) 
($0.61) 
($0.07) 
$030

($3,141
($1.36)
($0.15)
($0.09)
($0.64)
($0.51)
($0.61)
($0.07)
$030

Sum of item* 5a thru 5h
From Depl. of Law (7/29/92) less 5b
30% of total DOR properry tax
5d * tefT. stare tax rase / eff. fed. tax me)
From Dept, of Law (7/29/92) less item 4c
From Dope of Law (7/29/92)

From DOR data

6 State Share (Feeder Lines) Sum of items 4b. 4c
7 Federal Share (Feeder Lines) Item 4d

8 Industry ProGt (Feeder Lines) Sum of items 4e. *f

9 State Share (TAPS) ($024) ($024) Sum of items 5b. 5c
10 Federal Share (TAPS) ($0.64) ($0.64) Item 5d

11 Industry ProGt (TAPS) $1.12 $1.12 Sum of items 5e. 5f

12 Tarlter (to Gulf / West Coaat) IS3.74) (1.04) IJSFRA data (DOR)

13 Wellhead value $11.91 $13.44 Sum of items 2, 4, 5, 12

14 Slate Royalties, Producuon A Property Taxes ($1.80) ($1.99) Sum of items 14a thru 14d

a Royalty ($1.40) ($1.59) Item 13 less field costs * eat. Geld royalty
b Severance tax $0.00 $0.00 Item 13 •  875 •  nominal severance* ELF
c Spill Response A Conservation Taxes ($0,051 ($0.05) $.054 ♦ .875
d State A local property m  (production) ($0.36) ($0.36) 70% of toul DOR properly tax

15 Production costs ($8.45) ($8 45) Sum of items 15a. 15b

a Lifting Costs ($2.80) (2.80) Salomon Bros. June 25. 1991
b Depletion. Depreciation A Amortization ($5.65) (565) Salomon Bros Jane 25. 1991

16 Net Revenue (production) $1.66 3.00 Sum of items 13, 14. 15

17 State Income Tax (production) (SO. 13) ($0.13) From DOR Spr. 92 forecast (p. 38) leas items ‘c, Sc
18 Federal Income Tax (prodoctioa) ($0.49) l$0.92) EH. 32.1% of items 16* 17

19 Industry ProGt (production) $1.04 $1.95 Sum of items 16 thru 18

20 Total State Share (production * ptpelinea) $2.18 $237 Sum of items 6. 9, Id. 17

21 Total Federal Share (production » pipelines) $1.13 $136 Sam of items 7. 10, 18

22 Total InAucry ProGt (production * pipeline*) $2.16 $3.07 Sum of items 8. 11. 19

23 FY 92 Industry Av*. per-barrel Profit (Lisbunte) $2.88



FY 1992 North S lope Barrel Profit Analysis l ia b le

Ncjnh Slope Profit Analviu: MILNE PT, / - - FY' 92 Milne Pt. Avg. iS/barrel) - - / Notes

1 Average Pnce for ANS (Spot)

2 (Quality Adjusted Pnce

3 Production / Disposition Obis, war
a Production (nun bbl». yr. / day) 7.326 / 
b. Volume to East / West Const (%)

C ..If Coast 

SI 7.81 

S16.48

Ditv

0.020
20.31%

West Coast 

S 16.64 

$1331

79.49%

Dept, of Revenue data 

From DOR dau

From DOR dau 
From DOR dau

•1 Feeder Pipeline Tsnff (Milne Pt. only) ($1.07) ($1.07) Sum of itema 4a thru 4g
a Operating A capital cosu (SO. 64) (S0.64) From Dept, of Law (7/29/92) leu  4b
b State St local property tax (pipeline*) ($0.05) ($0.05) 30% of total DOR property tax
c Sute income tax (pipelines) ($0.02) (SO,021 4d *" • -ff, rtite tax rau / eff. fed. tax rate)
d Federal income u x  (pipeline!' ($0.11) ($0.11) From r i. of Law (7/29/92) leas item 4c
e After-ux margin ($0.16, ($0.16) From Dept of Law (7/29/92)
f Recovery of deferred return ($0.05) ($0.03) •
g DR4R allowance ($0.04) ($0.04) *

5 TAPS Pipeline Tanff ($4.02) ($4.02) Sum of itema 5a thni 5b
a Operating St capital cosu ($1.36) ($1.36) From Dept of Law (7/29/92) lets 5b
b Stale 4  local property tax (pipelines) ($0.15) ($0.15) 30* of total DOR poperty tax
c Sute income tax (pipcHnei) ($0.09) ($0.09) 5d * (eff. stale Ux M e / eff. fed. u x  rate)
d Federal income lax (pipe linen) ($0.64) ($0.64) From DepL of Law (7/29/92) less item 5c
e After-ux margin ($0.51) ($0.31) From Dept, of Law (7/29/92)
f Recovery of defared return ($061) ($0.61) •

g DRAR allowance ($0.07) ($0.07) •

b Pumpability Charge ($0.59) ($0.59) From DOR dau

6 Suae Share (Milne Pt. Feeder Line) ($0.08) ($0.08) Sum of iletLu 4b, 4c
7 Federal Share (Milne PL Feeder Line) ($0.11) fS0.ll) Item 4d

8 Industry Profit (Milne PL Feeder Line) $021 $021 Sum of items 4c, 4f

9 Stale Share (TAPS) ($024) ($024) Sum of items 5b, 5c
10 Federal Share (TAPS) ($0.64) ($0.64) hem 5d

II Industry Profit (TAPS) $1.12 $3.12 Sum of itetna 5c, 5f (to TAPS owners;

12 Tanker (to Gulf / West Coast) ($3.74) ($1.04) USFRA dau (DOR)

13 Wellhead value $7.44 $8.97 Sum of ttenu 2 ,4 , 5, 12 ($021) Knparuk Pipe tariff

14 Sute Royalties. Production St Property Taxea ($1.65) ($1-93) Sum of items 14a thru 14d

a Royalty ($125) ($1.53) hem 13 less field costs * a t  field royalty
b Severance tax $0.00 $0.00 Item 13 *.8165 * nominal severance* ELF
c Spill Response St Conservation Taxes ($0.04) (20.04) 1054 *.8165
d Suae 4  local property lax (production) ($026) ($0.36) 70* of toul DOR property tax

IS Prodoction cosu ($620) ($620) Sum of items 15a, 15b

a Lilting Cosu ($2.07) ($2.07) Derived from trade data
h Depletion. Depreciation & Amortizaboa ($4.13) ($4.13) Denved from trade dau

16 Net Reveuse (production) ($0.40) $0.85 Sutu of Hems 13,14, 15

17 Sute Income Tax (production) ($0.12) ($0.12) From DOR Spr. 92 forecast (p. 38) leas itema 4c. 5c
18 Federal locome Tax (production) $0.00 ($024) West Esl 32.1* of itema 16 ♦ 17; Gaff Coast negative

19 Milne Pl Profit (prodoction) ($0.52) $0.30 Sam of items 16 thru 18

20 Total State Share (production *■ pipelines) $2.08 $226 Sum of Hems 6, 9, 14, 17

21 Total Fed ral Share (production * pipelines) $0.75 $0.99 Sum of Hems 7, 10, 18

22 Total Milne Profit (production + pipeline) ($0.31) $0.71 Sum of items 8 (Milne Pl Pipeline only), 19

23 FY 92 (ndratry Avg. pcr-barrel Profit (Mllar PL) SOJO



FY 1992 North S lope Barrel Profit Analysts (Table 1 3 -G-\

iKuparuk Pipeline utnff on Milne Pt. Oil)

1 Average Pnce for ANS iSpot)

2 (Quality Adiuslcd Pnce

3 Production I Disposition iMiloe Pi.i Bbh. veor
a Production imm bbls. yr. 1 day) T326 / 
b. Volume to bam / West Coast i t  i

Cult Coast 

SOW)

flax
0.020

0.00*

West Coast 

in.a.)

(n.a.i

(n.a.)

iSee analysis of Milne Pl oil)

4 Feeder Pipeline TanfT iKuparak's Mjlne Pt. oil) (S0.2I) (S021) Sum of itema 4a thru 4g
a Operating & capital corns (SO. 10) (SO. 10) From Dept, of Law 17/29/92) lets 4b
b State it local property tan Ipipeltoesl (S0.01) IS0.01) 30* of total DOR property tax
c Slate income lax (pipelines) so.oo SO.OO 4d * (eff. stale (ax rate / eff. fed. tax rate)
d Federal income tax (pipelines) (S0.03) (S0.03) From Dept, of Law (7/29/92) lets item 4c
e After-lax margin (S0.05) ($0.05) From Dept. of Law (7/29/92)
f Recovery of deferred return (S0.01) (SO.OI) •

g DR&R allowance

5 TAPS Pipeline Tanff
a Operating & capital costs 
b State & local property tax ipipelincs) 
c State income tax (pipelines) 
d Federal income tax ipipelines I 
e After-tax margin 
f Recovery of deferred return 
g DR&R allowance 
b Pumpability Charge

SO.OO SO.OO

0 Slate Share (Kupantlt s Milne Pt. oil)
7 Federal Share iKuparuk'j Milne Pl. oil)

(50.02)
(50.03)

(50.02)
(50.03)

Sum of items 4b. 4c (KPL payment on Milne PL oil) 
Item 4d (KPL payment on Milne Pl oil)

8 Industry Profit iKuparuk'j Milne Pt. oil) ($0.05) (S0.05) Sum of itema 4c. 4f (KPL profit on Milne Pt oil)

9 State Share (TAPS)
10 Federal Share (TAPS)

11 Industry Profn iTAPS)

12 Tauker (to Gulf/W est Coast)

13 Wellhead value

14 State Royalties. Production & Property Taxes

a Royalty 
b Severance tax
c Spill Re^ronse & Conservation Taxes 
d Stale & local property lax iproducuon)

15 Production cosu

a Lifting Costs
b Depletion.. Depreciation & Amortization

16 Net Revenue (production)

17 Slate Income Tax (production)
18 Federal Income Tax (production)

19 Industry Profit (production)

20 Total State Share (production * pipelines 1 S0.Q2 S0.02 Sum of itema 6 .9 , 14. 17 (Kupontk Pipeline only)

21 Total Federal Share (production * pipelines) $0.03 S0.03 Sum of items 8, 10,18 (Knparuk Pipeline only)

22 Total Industry Profit (Kuparuk'i Milne PL oil) S0.05 S0.05 Sum of itema 8, 11, 19 (Kupsruk Pipeline only)

23 FY 92 Industry Avg, per-barrel Profit (Kup. Pipe I Milne PL oil) S0.05



C Y  1 9 9 2  N orth  S lo p e  B arre l P rofit A na lys is  (T a b le  / V ■&)

North Slept Profit A o ijv tn : A LL  FIFJ.DS CY 92 A N S A v i. (Vbbi.l - Nptes

Gulf Coast West Coast

I Average Pnce for ANS (Spot) $18.10 $17.42 IstL-Sepx. spot average (DOR)

2 Quality Adjusted Pri:«

I Production 1 Dissolution flbls. war Dtrv
a Production (tom bbls. yr. / day) 636.8156 / 1.740 DOR actuals thru August, then Spr. 92 forecast: incl NGL*
b. Volume to East 1 West Coast i%| 18.70% 81.30% Prcm DOR dsu

4 Feeder Pipeline Tanffi (x a io i ($0.10) Wghtd. svg. sum of items 4a thru 4g
a Operating A capital cotta ($0.04) ($0.04) Dept of Lav/ (7/29^2) less 4b
b State A local psoperty tax (pipelines) $0.00 $0.00 30% of total DOR property tax
c State income lax (pipdioes) $000 $0.00 4d •  (eff. rtrto tax rase / eff. fed. tax rate)
d Federal income u x  (pipelines) ($0.01) ($0.01) Dept of Law (7/29/92) less item 4c
e After-lax margin ($0.02) ($0.02) Dept of Law (7/29/92)
f Recovery of deferred return ($0.01) ($0.01) •

g DRAR allowance $0.00 $0.00 •

5 TAPS Pipeline Tariff ($3.46) ($3.46) Sum of itema 5a thru 5h
a Operating A capital costa ($1.41) ($1.41) Dept of Law (7/29/92) leu  5b
b State A local proparty tax (pipelines) ($0.16) ($0.16) 30% of total DOR property lax
c Stale income tax (pipelines) ($0.09) ($009) 5d * (eff. state tax m e /  eff. fed. tax rale)
d Fedenl income tax (pipelinei) ($0.63) ($0.63) Dept of Law (7/29/92) leaa item 3c
e After-tax margin ($0.53) ($0.53) Dept of Law (7/29/92)
f Recovery of deferred return ($0.58) ($0.58) a

g DRAR allowance ($0.06) ($0.06) a

h Pumpability Charge Dept of Revenue dau

6 State Share (Feeder Lines) ($0.01) ($0.01) Sum of items 4b, 4c
7 Federal Share (Feeder Lines) ($0.01) ($0.01) Elm4d

8 Industry Profit (Feeder Lines) $0.03 SOM Sum of itema 4e. 4f

9 Slate Share (TAPS) ($024) ($024) Sam of items 5b, 3c
10 Federal Share (TAPS) ($0.63) $0.63) lies 3d

11 Industry Profit (TAPS) $1.11 $1.11 Sum of items 5e, i f

12 Tanker (to Gulf / West Coast) ($3.76) ($1.05) USFRA data (DOR) thru June

13 Wellhead ”alue $1079 $1281 Saun of items 1, 4,5, 12

14 State Royalties, Production A Property Taxes ($296) ($3.46) Sum of items 14a thru 14d

a Royalty ($127) ($122) Item 13 leu  field coats * e s t  fic4d royalty
b Severance u x ($128) ($1.52) hem 13 *.875 * nominal severance* ELF
c Spill Response A Conservation Taxes ($0.05) ($005) $.054 •  275
d State A local property tax (production) ($026) ($0.36) 70% of total DOR property tax

15 Production coets ($3.65) ($3.65) Sumofitems 15a, 15b

s Lifting Costs ($124) ($124) Derived from trade publication estimates
b Depletion^ Depreciation A Amortization ($241) (S24I) Derived from trade pnbficstioo estimate*

16 Net Revenue (producboa) 54.17 $5.70 Sumofitems 13, 14, 15

17 State Income Tax (productioo) ($014) ($0.14) From DOR Spr. 92 forecast |p, 38) leu  items 4c, 5c
18 Federal lacoote Tax (productioo) ($129) ($1.78) B it 321% of item* 16 ♦ 17

19 Industry Profit (production) $2.74 $3.77 Stun of hems 16 don 18

20 Total State Shire (production * pipelines) $326 $325 Sum of items 6 ,9 ,14 ,17

21 Total Fedenl Share (production ♦ pipelines) $1.94 $243 Sum of items 7, 10,18

22 Total Industry Profit (productioo ♦ pipelines) S3.88 $4.92 Sum of items 8. 11,19

13 CY 92 Ladustry .4vg. pcr-barrtl ANS Profit 54.72



CY

North Slooc Profit Analvuj; PRUDHOE BAY

1992

lie.

N orth  S lo p o  B arre l P ro fit A n a lys is  (T a b le  /*•/ - g ) 

■ CY 92 Pnidhoe Avg. i Vbbl. i - - ' Notes

t Average Pnce for ANS I Spoil

Gulf Coasl 

SI8.35 .

West Coast 

S1721 DOR Spr. 92 revenue forecast mid-case ipp 17-18)

2 QioJiiy Adjusted Pnce Si 8.68 SI 754 From DOR dau

3 Production / Disposition Hbls. vcar 
a Production imm hbls. vr. / day) 459_3.?0

Qss.
/ 1255 La)R actuals thru August then Spr. 92 forecast: mcl. NGL's

b. Volume to Ham / West Coast iff i 18.70^ 81.305 From DOR dau .

<1 Feeder Pipeline Tariffs 
a Operating 4  capital costa 
b Slate 4  local property tax (pipelines) 
c State income tax (pipelines)
J Federal income tax (pipelines) 
e After-lax margin 
f Recovery of deferred return 
g DRAR allowance

5 TAPS Pipeline Tanff (S3.46) (S3.461

None

Sum of itema 5a thro 5n
a Operating 4  capital costs (SI.41) ($1,411 Dept, of Law (7/29/92) less 5b
b State 4  local property tax ipipelinesl (SO. 16) (SO. 16) 30* of total DOR property tax
c Stale income tax (pipelines) (S0.09) (50.09) 5d * (eff. state lax rate / eff. f e l  lax rate)
d Federal income tax (pipelines) (S0.63) (S0.63) Dep*. of Law (7/29/92) less item 5c
r  After-tax margin (5053) (S0.53I Dept, of Law (7/29/92)
f Recovery of deferred return (50.58) (S058) •
g DR4R allowance (S0.06) (S0.06) ■
b PumpabiUlv Charge S0.00 50.00 Dept of Revenue daU

6 State Share (Feeder Lineal
7 Federal Share (Feeder Lines)

* Industry Profit (Feeder Lineal 

9 Sute Share (TAPS) (5024) (5024)

Sum of items 4b, 4c 
Item 4d

Sum of items 4c. 4f 

Sum of ilema 5b. 5c
10 Federal Share (TAPS) (S0.63) (S0.63) Item 5d

11 Industry Profit (TAPS) S l.tl SI.11 Sum of itema 5e. 5f

12 Tanker (to Gulf / West Coaatl (S3.76) (S1.05) USFRA dau (DOR) thro June

13 Wellhead value SI 1.22 SI324 Sum of itema 2, 4, 5, 12

14 State Royalties. Production 4  Property Taxes (S3.17) (S3.69) Sum of items 14a thru 14d

a Royalty (SL32) (S158) Item 13 leaa field coau •  cm. field royalty
b Severance tax (S1.44) (S1.70) Item 13 *.875 * nominal severance* ELF
c Spill Renponjc 4  Conservation Taxea (SO. 05) (50.05) 5.054 •  .875
d Sute 4  local property tax (prediction) ($0.36) (S0.36I 70% of total property tax (from DOR daU)

15 Production costa (S2.87) (5287) Sum of items 15a. 15b

a Lifting Cosu (S0.99) (50.99) Salomon Bros dune 25. 1991) * inflation
b Depletion. Depreciation 4  Amortization (SI.88) (51.88) Salomon Bros (June 25, 1991) * tnflauon

16 Net Revenue (production) $5.18 56.69 Sum of items 13, 14, 15

17 Stale laeorae Tax (production) (JO. 14) <50.10 Prom DOR Spr. 92 forecast (p. 38) leas itema 4c, 5c
18 Federal Income Tax (production) (SI-62) (S210) Eat. 321% of items 16 * 17

19 Industry Profit (production 1 S3.42 54 44 Sum of itema 16 thro 18

20 ToUl Slate Share (producuon ♦ pipelines) $356 S4.07 Sum of items 6, 9, 14, 17

21 Total Federal Share (product.oa * popdincj) $225 52.73 Sum of items 7. 10, 18

22 Total Industry Profit (production * pqselincs) S453 5555 Sum of items 8, 11. 19

23 CY 92 Industry Avg. per-barrtl Profit (Prudboe Bay) SSJ6

tl"
N



C Y 19S2 North S lope Barrel Prolit Analysis (TaDle D

North Slope Profit Analvm: KUPARUK / - • CY 92 Kupituk Ava. i V!?bU.: - L Nidu

f'uilf Corn Wert Coast

1 Avenge fttce for ANS (Spot) SI 8.10 117.42 Jam-Sept. spot average (DOR)

2 Quality Adjusted Pnce 117.01 116.33 From DOR dau

3 Production / Disposition Shit, war Day
a Production 1 mm bbls. yr. / day) 116.071 / 0317 DOR actuals thru August. then Sps. 92 forecaat
b. Volume to But / WcH Co*rt (%) 18.70% 81.30% From DOR dau

4 Feeder Pipeline Tariffi (1021) (1021) Sum of items 4a thru 4g
a Operating A capital com (10.09) (10.09) Pro-med horn TAPS eatimales
b Stale & local property tax (pipeline*) (10.01) (10.01) Pro-rased from TAPS estimate*
c Stale income tax (pipeline*) («101) (10.01) Pro-med from TAPS estimates
d Federal income tax <pipelinea) (10.04) ($0.04) Pro-rated from TAPS estimates
e Ai.er-ux margin (10.03) ($0.03) Pro-rated from TAPS estimate*
f Recovery of deferred ream (10.04) ($0.04) Pro-med from TAPS estimates
g DR&R allowance SO.OO $000 Pro-rated from TAPS estimate*

5 TAPS Pipeline Tariff (53.75) (53.75) Sum of items 5a thro 5h
a Operating Sc capital coil* (11.41) (51.41) Dept, of U w  (7/29/92) Ieaa 5b
b Slate Sc local property tax (pipelinea) (10.16) IS0.16) 30% of toul DOR property tax
c State income ux  (pipeline*) (50.091 (50.09) 3d * (eff. it He u x  rate / eff. fed. lax rate)
d Federal income tax (pipelinea) (10.63) . (50.63) Dcpc of Law (7/29/92) Ieaa item 5c
c After-tax margin (5023) (5023) Dept of U w  (7/29/92)
f Recover/ of deferred return (10.58) (5028) •

g DR&R allowance (10.06) (50.06) •

b Punpshility Charge (1029) ($029) From DOR dau

6 Sute Share (Feeder Liner) (10.01) (50.01) Sum of item* 4b. 4c
7 Federal Share (Feeder Line*) (10.04) (50.04) Item 4d

g Induatry Profit (Feeder Line*) 10.07 50.07 Sum ot items 4e. 4f

9 Suae Share (TAPS) (1024) (1024) Sum of items 5b, Sc
10 Federal Share (TAPS) (10.63) (10.63) Item 5d

11 Industry Profit (TAPS) 11.11 11.11 Sum of Kern* 5e. 3f

12 Tanker (to Gulf / Wert Coaatl (13.76) ($1.05) USFRA dau (DOR) thro fane

13 Wellhead value 1930 $1132 Sum of items 2. 4, S. 12

14 Slaic Royalties, Production A Property Taxes (1228) (53.06) Sum of items 14a thru 14d

a Royalty (11.10) (5136) Item 13 less field costs * eaL field royalty
b Severance tax (11.06) (5130) Item 13 *.875 •  nominal severance* ELF
c Spill Response A CooaervaOon Taxea ($ao5> ($0.05) 5054 * .875
d Stale A local property Ux (production) (10.36) (50.36) 70% of toul property u x  (from DOR data)

13 Production coat* (55.16) (55.16) Sum of herns 15a, 15b

a Lifting Coat* (11.72) (51.72) Salomon Brot (Jnao23, 1991) •  infiatioa
b Depiction.. Depror. *txw St Aawtixabon (13.44) (53.44) Salomon Bros (June 25, 1991) ° inflation

16 Net Revenae (production) 1126 5309 Sum of items 13, 14, 13

17 Stale Income Tax (production) (10.14) (5(X14) from DOR Spr. 92 fcrocaat (p. 38) Ieaa items 4c, Sc
18 Federal Income Tax (production) (10.45) (50.95) EaL 321 % of items 16*17

19 Indurtry Profit (production! 10.96 52.01 Sum of items 16 thru 18

20 Toul State Share (production ♦ pipelinea) 52.98 53.46 Suut of items 6,9 ,14 , 17

2 1 Toul Federal Share (jaoductioa + pipelinea) 51.12 51.62 Sum of items 7, 10,18

22 Total lukutry Profit (production * pipelinea) 52.14 53.18 SumofiteoM8, 11. 19

23 CY 92 Industry Avg. per-barrel Profit (Kuprvulr) S2S1



C Y 1S 92 N orth  S lo p e  B arre l P ro lit A n a lys is  (T a b le  f ' f  - p )

N u n i-S lre t Profit Analvtu: EN DICO TT i . . r .X ? 2  Endivou Ave (S/bbl.) - •J_ Notes

Gulf Coast West C oast

1 Average Pnce for ANS i!ipoli SIS. 10 SI 7.42 lan.Sepi. spot average iDOR)

2 Quality Adjusted Pnce SIT 12 $16.44 From DOR data

3 Production / Disposition Bbh. veor Pro
a Production imm bbls. yr. / day I 40.620 1 O il 1 DOR actuals thru August, then Spr. 92 forecast
b. Volume to East. West Coast I *  I 13.70* 81.30* From DOR data

■t Feeder Pipeline Tanffs lSO.71) ($0.71) Sum of items 4a thru 4g
a Operating Sc capital costs (50.29) ($0.29) Dept, of Law (7/29/92) lest 4h
b Slate & local property tax (pipelines) (50.03) ($0.03) 30* of total DOR property tax
c State income tax (pipelines) (50.01) ($0.01) 4d * (eff. state ux  rate / eff. fed. (ax rate)
d Federal income tax ipipelinea) (50.07) (50.071 Dept, of Law (7/29/92) leta item 4c
e After-tax margin (50201 (50.20) Depl. of l a v  (7/29/92)
f Recovery of deferred remra (50.03) ($0.08) •
g DR&R allowance (50.03) (50.03) *

5 TAPS Pipeline Tariff (53.63) 153.63) Sun of items 5a thru 5h
a Operating St capita* costs (51.41) (51.41) Dept, of Law (7/29/92) less 5b
b Stale & local property lax (pipelines) (50.16) (50.16) 30* of total DOR property tax
c Stale income tax (pipelines) (50.091 ($0.09) 3d * (eff. stale tax r*e / eff. fed tax rate)
d Federal income ’.ax (pipelineti (50.63) ($0.63) Dept, of Law (7/29/92) leaa item 5c
e After-tax margin (50.53) ($0.53) Depl- of Law (7/29/92)
f Recovery of deferred return (50.58) (5028) •
g DRitR allowance (50.06) ($0.06) •
h Pumpability Charge (50.17) ($0.17) From DOR data

6 State Share (Feeder Lines) (50.04) (50.04) Sum of items 4b. 4c
7 Federal Share (Feeder Lines 1 (50.07) ($0.07) Item 4d

3 Industry Profit (Feeder Lines) 5028 $023 Sum of items 4c. 4f

9 Slate Share lTAPS) (5024) (5024) Sum of items 5b, 5c
10 Federal Share (TAPS) (50.63) ($0.63) Item 5d

11 Industry Profit (TAPS) 51.11 51.11 Sum of items 5c. 5f

12 Tanker I to Gulf / West Coast I ($3.76) (51.05) USFRA data (DOR) thru June

13 Wellhead value 59.03 $11.05 Sum of items 2, 4,5. 12

14 State Royalties. Production Sc Property Taxes (52-35) (52.80) Sum of items 14a thru 14d

a Royalty ($1.22) (St-52) Item 13 leas field coau * csL field royalty
b Severance tax ($0.71) (50.87) Item 13 *.856 •  Dominal severance* ELF
c Spill Response Sc. Cons. u.0S4/bbl*.875) (50.05) ($0.05) 5.054 •  .875
d Slaw Sc local property lax (production) ($0.36) (50.36) 70% of total DOR property tax

15 Production costs (56.07) (56.07) Sum of itema 15a. 15b

a Lifting Cotta (52.02) ($202) (1991 coau derived from trade dau) * inflation
b Depletion- Depreciation St Amortization (54.05) (54.05) (1991 coau derived from trade data) * inflation

16 Net Revenue (production) 50.61 $2.13 Sum of items 13, 14, 15

17 Slate Income Tax (prediction) (50.14) (50.14) From DOR Spr. 92 forecast (p. 38) leas items 4c, 5c
IS Federal Income Tax (production) (50.15) ($025) G*. 321% of items 16 > 17

19 Industry Profit (production) $022 51.38 Sumofitems 16 thru 18

20 Total Stale Share (production * pipelines) $2.78 $323 Sum of items 6, 9, 14, 17

21 Total Federal Share (production pipelines) 50.85 51-35 Sumofitems 7, 10, 18

22 Total Industry Profit (production * pipelines) $1.71 $2.78 Sumofitems 8, 11. 19

23 CY 97. Industry A v r , per-tut n r  I Profit (Kndicoa) 52.58



CY 1992 North S lope Barrel Prolit Analysis (Tab le / * / • / • ’ )

North Slope Profit Analysis: L1SBURNE__________/ • - CY 92 Lttbumc A^gJi/bfaLi • - 1 XsXU

Gulf Coast Wen Coast

1 Atcrxge Pnce for ANS (Spot) $18.10 $17.42 Jan.-SepL spot avenge (DOR)

•1 Qulity Adjutted Pnce $19.08 18.40 From DOR data

3 Production / Diipoiiuon Bbh. vear Dsn
a "Voduclion (mm bbli. yr. /day) 13.124 / 0.036 DOR actuals thru August, then Spr. 92 forecast
b. Volume to East / West Coast 1* ) 18.70* 8I.>0% Prom DOR dalh

4 Feeder Pipeline Tariffs None
a Operating St capital costs 
b Sute Sl local property Ux (pipelines) 
c Sute income Ux (pipeline*) 
d Federal income Ux ipgxluv.i) 
e After-ux margin 
f Recovery of deferred return 
g DR&R allowance

5 TAPS Pipeline Tariff 
a Opcnliug Sl capital costs 
b Stale St local property lax (pipelines) 
c State income (tx (pipelines) 
d Federal income tax (polities) 
e After-tax margin 
f Recovery of deferred return 
g DRAR allowance 
h Pumpsbility Charge

($3.16)
($1.41)
($0.16)
($0.09)
($0.63)
($0.53)
($0.58)
($0.06)
$0.30

(53.16)
($1.41)
($0.16)
($0.09)
($0.63)
($0.53)
($0.58)
($0.06)
$020

Sum of item* 5* thru 5b
Dept of Law (7/29/92) leu  5b
30% of total DOR property tax
5d * (eff. date u x  Me / eff. fed. lax tale)
Dept of Law (7/29/92) less item 5c
Dq*. of Law (7/29/92)

m
•

From DOR dau

6 Sate Shore (Feeder Lines) Sum of items 4b. 4c
7 Federal Share (Feeder Lines) Item 4d

8 Industry Profit (Feeder Lines) Sum of items 4c, 4f

9 Sute Share (TAPS) ($024) ($024) Sum of items 5b. 5c
10 Federal Share (TAPS) ($0.63) ($0.63) hem 5d

11 Industry Profit (TAPS) Sl.U Sl.U Sum of Hems Se, 5f

12 Tinker (to Gulf / West Coast) ($3.76) (1.05) USFRA data (DOR) thru June

13 Welfcecd value $12.17 $14.19 Sam of items 2  4,5. 12

14 Sute Royalties. Production St Property Taxes ($1.84) ($209) Sum of items 14a thru 14d

a Royalty ($1.42) ($1.68) hem  13 leas field coau * est field royalty
b Severance lax (S0.01) (SdOl) Item 13 *.875 * nominal severance* ELF
c Spill Response 1  Conservshoa Taxes ($0.05) ($0.05) $.054 * .875
d Sute St local property tax (production) ($026) (1026) 70% of total DOR property ux

15 Production cosu ($8.80) ($8.80) Sum of items 15a. 15b

s Lifting Cosu ($2.92) (2.92) Salomon Bros (June 25. 1991)* inflation
b Depletion, Depreciation St. Amortization (S5.89) (5.89) Salomon Bros (Jute 25, 1991) * inflation

16 Net Rev cane (production) $122 $329 Sum of items 13.14,15

17 State Income Tax (prodoction) ($0.14) ($014) From DOR Spr. 92 forecast (p. 38) leu  items 4c, 5c
IS Federal Income Tax (production) ($0.44) ($1.01) Est 32.1% of items 16 * 17

19 Industry Profit (production) $0.94 S2.14 Sum of items 16 thru 18

20 Total Sute Shuc (production ♦ pipelines) $222 S2.48 Sum of items 6, 9,14, 17

21 Total Federal Share (prodoction + pipeline*) $1.07 $1.64 Sum of items 7, 10, 18

22 Total Industry Profit (production ♦ pipelines) $2.05 $325 Sum of items 8,11,19

23 CY 92 Industry Avg. per-barrel Profit (Lisburn*) $3.02



CY 1992 North S lo f i  Barrel Profit Analysis (Table If -f-\

Ninth Slope Profit Analvin;_MILNE PT. / - - CY 92 Milne Pt. Ave. iS/bbl.i - - / Notes

Gulf C'oasl West Coaat

1 Average Pnec for ANS (Spot) SIS. IU $17.42 Jan.-Sept. spot average (DOR)

2 (>ifllity Adjusted Pnee $10.77 $16.09 from DOR data

3 Production / Disposition Bbls. year Qhy
a Production (mm bbls. yr. / diy) 7.671 / 0.021 DOR actuals thru Aug.. then Spr. 92 forecast; mcl. Schr. 131.
h. Volume lo East / West Coast i%\ 18.70* 81.30‘S From DOR dau

4 Feeder Pipeline Tariff (Miloe Pt. only) (SO. 77) (SO. 77) Sum of ilemi -to thru 4g
a Operating & capital cons (S0.4O) ISO. 40) Dept, of Law (7/29/92) less 4b
b State Sc local property las (pipelines) ($0.04) ($0,041 3076 of total DOR property tax
c Stale income tax (pipelines! (S0.0I) ($0.01) 4d •  (eff. sutc tax rare / eff. fed. tax ratel
d Federal'occrv: tax (pipelines) (SO. 10) ($0.10) Dept, of Law (7/29/92) lets item 4c
e Afler-tr x margin (SO. 16) ($0.16) Dept, of Law (7/29/92)
f Recovery o: Jc fared rcoiro ($0.05) ($0.05) •
g DRAR allowance SO.Ol) ($0.01) *

5 TAPS Pipelme Tariff (S4.03) ($4.05) Sunt of items 5a thru 5h
a Operating Sc capital costs (SI.41) ($1.41) Dept, of law  (7/29/92) lest Jb
b Stale & local property lax (pipelines) (SO. 16) ($0.16) 3056 of total DOR property ux
c State income tax (pipelines) (S0.09) ($0.09) 5d * (eff. stale tax roe / eff. fed. tax rate)
d Federal income tax (pipelines) ($0.63) ($0.63) Dcpc of Law (7/29/92) leu  item 5c
c After-tax margin ($0.53) ($0.53) Dept, of U w  (7/29/92)
f Recovery of deferred return (S0.58) ($0,581 •
g DRAR allowance ($0.06) ($0.06)
h Pumpabilily Charge ($0.59) fSO.59) From DOR dau

6 Stale Share (Milne Pt. Feeder Line) ($0,061 ($0.06) Sum of itema 4b. 4c
7 Federal Share (Milne PL Feeder Line) ($0.13) ($0.10) Item 4d

8 Industry Profit (Milne Pt Feeder Line) $0.21 $021 Sum of itema 4e, 4f

9 Stale Share (TAPS) ($0.24) (S024) Sum of items 5b. 5c
10 Federal Share (TAPSl ($0.63) ($0.63) Item 5d

11 Industry Profit (TAPS) $1.11 $1.11 Sum of itema 5e. 5f (to TAPS owners!

12 Tanker (to Gulf / West Coast) 03.16) ($1.05) USFRA data (DOR) thru June

13 Wellhead value $7.99 $10.01 Sum of items 2, 4, 5, 12 + ($021) Kupsruk Pipe tariff

14 State Royalties. Production Sc Property Taxes (S1.74) ($2.11) Sum cf items 14a thru 14d

a Royalty ($1.33) (SI.71) Item 13 less field costs * eat field royalty
b Severance tax $0.00 $0.00 Item 13 *.8165 * nominal severance* E1JF
c Spill Response Sc Conservation Taxes ($0.04) ($0.04) $.054 *.8165
d State Sc local property tax (production) ($0.36) ($0.36) 70% of total DOR propaty tax

13 Production costa ($6.46) ($646) Sum of items ISsu 15b

a Lifting Costa ($2.15) (S2.15) (1991 costs derived from trade data) °  inflation
b Depletion- Depreciation A Amortization ($4.31) 194.31) (1991 cocts derived from trade drta) * inflation

16 Net Revenue (production) ($021) $1.44 Sum of items 13,14, 15

17 State Income Tax (production) $0.00 ($0.14) From DOR Spr. 92 forecast (p. 38) le»a itema 4c. 5c
18 Federal Income Tax (production) $0.00 ($0.42) W est Esl 32.1 % of itema 16 ♦ 17; Gulf Coast negative

19 Milne Pt. Profit (production) ($021) $0.88 Sum of items 16 thru 18

20 Total State Share (production ♦ pipelines) $2.05 S2.S6 Sum of items 6, 9,14, 17

21 Total FHeral Share (production ♦ p^ieliocs) $0.77 $1.14 Sum of items 7, 10, 18

22 Total Milne Profit (production > pipeline!) $0.00 $1.09 Sum of items 8 <1 liloe PL Pipeline only), 19

23 CY 92 Industry Avg. p tr-barrrl Profit (Mitoe PL) $0.89



CY 1992 North S lope Barrel Prolit Analysis (T ab le  /Y-Crt

North Slope Profit Aualvm: OTHKR_______  / - - CY 9«X3lilCT Revenue Avt. lVbbl.1 : :L CjglM_____________________

ilCuperuk Pipeline tariff on Milne Pt. Oil) Gulf Coaii W exCoax

1 Avenge Price for ANS (Spot) SO.OO (n.a.1 (Sec analym of Milne Pi. oil)

2 Quality AdjuXod Pnce lo.a.)

t  Production / DupoeiUon (Milne Pi RbL\. war Day 
•  Production (nun btola. yr. / day) 7.671 / 0.021
b. Volume to ta x  / Weit Coax id ) C.00% (n.a.)

Feeder Pipeline Tariff (Kuparuk’i Milne Pt. oil) (50.21) ($0.21) Sum of iltnc  4a thru 4g
a Opeiiting A capital coxa (SO. 10) ($0.10) Dept, of Law (7/29/92) Ie*a 4b
b State A local property tax (pipeline!) (50.01) ($3.01) 30% of total DOR property tax
c State income tax (pipelined $000 $0.00 4d * (eff. rente tax Me / eff. fed. tax rate)
d Federal income tax (pipeline!) ($0.03) (SO. 03) Dept X 'a i f  (7/29/92) leu  item 4c
c After-ux maryio ($0.05) ($0.(15) Derx. of law  (7/29/92)
f  Recovery of deferred return ($0.01) ($0.01) •

g DRAR allowance $000 $0.00 •

5 TAPS Pipeline Tariff
a Operating A capital coxa 
b Suie <fc local property ux  (pipelined 
c Stale iLcomc tax (pipelined 
d Federal income tax (pipelineal 
e After-tax margin 
f Recovery of deferred rctnra 
g DRAR allowance 
b Pumpability (large

6 State Share (Kupamk'a Milne Pt. oil) (S0.02) (SO.02) Sam of itema 4b, 4c
7 Federal Share iKuparok's Milne Pt. oil) (SO,03) (3&03) Item 4d

S Induetry Profit (Kupamk'a Milne ft. oil) S0.05 $0.05 Sum of rtcsa 4c. 4f

9 State Share (TAPS’
10 Federal Share iTAPe)

11 Induxry Profit (TAPS)

12 TanJcer (to Gulf / Wert Cow.)

13 WelK ear! value

14 Stale Royalties. Production A Property Taxea

a Roytfty 
b Severance tax
c Scull Reapooae Sc Cooacrvanos Taxe* 
d Stale St local property tax (production)

15 Production coau 

a Lifting Coau
b Depletion™ Depreciatioa A Amortization

16 Net Revenue(peoducuoo)

17 State Income Tax (production)
18 Federal Income Tax (production)

19 Induatry Profit (producoon)

20 TouJ Sute Share (production * pipeline!) $0.02 $002 Sum of hems 6,9 ,14, 17 (Knparnk Pipeline only)

21 Total Federal Shwe (production + pipeline!) $0.03 $0.03 Sum of Kcnm 7,10,18 (Kapamk Pipeline only)

22 Total Induxry Profit (Koparuk'i Milne Pt oil) $0.05 $005 Sum of hcata 8,11, 19 (Kuptnk Pipehpe only)

23 CY 92 Induatry Avg. per-barrel Profit (Kup. Pipe 1 Milne PL ail) $0.05



The field profitability model ±>les one to focus on the economics of the less 
profitable North Slope endeavors, as well as the vastly lucrative Prudhoe Bay. For 
understanding North Slope development issues this may be useful. In this regard. Milne 
Point warrants particular attention. Four factors reducing Milne Point’s profitability have 
already been identified: (1) Milne Point oil is relatively heavy and therefore less valuable 
than other North Slope '•mde oils currently in production (line 2); (2) Milne Point volume 
is small and production costs are relatively high (line 3): (3) Milne Point oil bears the 
highest feeder line tariffs of all North Slope crude oils (lines 4. 13); and (4) the Milne Point 
owners do not share ownership in TAPS and therefore do no: earn profits on the TAPS 
shipping fee (line 22).

The fourth point is particularly important to understand Milne Point's bottom line:
If Milne Point owners had a share in TAPS, that field's CY 91 West Coast profit of $0.82 

per barrel would have been augmented by a TAPS profit of $1.13. Instead, that $1.13 
goes to the TAPS owners, who are producing from fields that are already more profitable 
than Milne Point.64

For FY 92, Milne Point's estimated profit dropped only $0.11 per barrel from the 
CY 91 average. During the same period, Prudhoe Bay's estimated profit dropped $0.28 
per barrel. And for CY 92, Milne Point's estimated profit is up $0.38 from FY 92, an 
increase of $0.27 per barrel from CY 91. Thus Milne Point is well ahead of its CY 91 
level, while Prudhoe Bay has yet to return to that level. These figures are shown in Graph 

3.

64 Milne Point oil is marketed on the West Coast; only BP ships to the Gulf. For this reason, the West 
Coast figure should be regarded as a more realistic calculation o f Milne Point income than the weighted 
average. The negative result shown for G ulf Coast disposition of Milne Point oil is only theoretical.
Milne Point oil also bears a higher royalty rate than other fields. Even though Milne pays less than more 
profitable fields in combined royalty and severance payments due to its lower wellhead value and the 
operation o f the ELF, a relatively high percentage o f  economic rent that goes to the state compared to that 
of other production. The model therefore suggests that some form o f rate relief for Milne Point — from the 
state and/or from the TAPS and Kuparuk pipeline owners — may be warranted.



Graph 3.
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The Prudhoe Bay results are easily explained: The Prudhoe decrease of $0.27 per 
barrel in FY 92 represents 47 percent of the S0.57 drop in price. With the industry 
picking up about 45 percent of the economic rent, if ail other factors held constant one 
would expect the producer to gain or lose that percentage of the change in the price of oil. 
Although the price of oil has rebounded during the current calendar year, the per-barrel 
profitability model reflects modest increases in Prudhoe production costs and pipeline 
tariffs that nibble lightly at Prudhoe's profit margin. Nevertheless, if prices hold steady to 
year's end, once again in CY 92 North Slope total profits will match those of all but a 
handful of the most profitable corporations in the nation.

But there's a bit of a mystery about the Milne Point figures. Why didn't the $0.57 
drop in the FY 92 average price per-barrel price send Milne Point profits plunging? The 
primary reason Milne Point suffered a much smaller drop in profits than Prudhoe Bay is 
that a reduction of $0.58 per barrel in the Milne Point feeder line tariff for CY 92 propped 
up Milne Point's wellhead value. These reductions resulted from the terms of a settlement 
in litigation over that tariff. A high feeder-line tariff reduces the wellhead price and 
production profits. For any given field, the argument over the correct feeder line tariff is a 
bit unreal: because the producer also owns the feeder fine, that tariff is simply a cash 
transfer from one arm of the company to another. In comparing two fields, however, the 
field with the more expensive feeder line will produce at a penalty equal to the difference in 
respective feeder line costs. Milne Point's increasing profit during CY 92 demonstrates the 
critical importance of feeder line tariffs to marginally profitable fields.

A second noteworthy factor is that the ELF keeps Milne Point’s severance tax down 
when the price of oil drops, reducing the price drop's assault on Milne Point's modest 
profitability. Note that in the model analysis Milne Point is paying a small severance tax in 
CY 92 but paid none at FY 92's lower prices. The effect of the ELF, also apparent at 
Lisbume, would be more visible if we were dealing with fluctuating monthly prices instead 

of 12-month averages.

E  Future Profits

We turn now to assess future North Slope profits. For this analysis we will use the 
Department of Revenue's Spring 1992 mid-case forecast scenario for FY 2000. That 
forecast calls for 971,000 barrels per day —  slightly more than half current production 
rates but about 100,000 barrels per day less than the Department of Natural Resources



April 1992 forecast. One reason for the discrepancy in state forecasts is the absence of 
West Sak from the Department of Revenue's forecast, discussed above.65

Assumptions concerning two variables in the model are especially critical to future 
profitability: prices (line I) and production costs (line 15). In July, OPEC Secretary 
General Subroto told an Anchorage conference that OPEC projections for the 1990's 
"assume a real price of $21.00 per barrel for OPEC's basket of seven cnides."66 The head 
of the Energy Studies Department in the OPEC Secretarial painted a slightly more optimistic 
picture. He said that OPEC planners think in terms of prices rising from $18.00 to $25.00 
by 2000, with an increase of 3% annually after the year 2000.67 The ANS West Coast 
spot price typically runs $0.50 to $2.00 below the OPEC basket Therefore, if OPEC 
attains its $21.09 target ANS prices should run at $19.00 per barrel on the West Coast 
through 2000. A $25.00 per-barrel OPEC price at the end of the century would translate 
to about $23.00 per barrel for ANS on the West Coast

The Department of Revenue's Spring 1992 forecast is more conservative than the 
views of the OPEC officials. DOR's mid-case scenario places ANS in the year 2000 at 
approximately $19.54 in 1992 dollars. During the next century's first decade, instead of 
the 3% real annual increase in oil prices price predicted by OPEC researchers, the state 
forecast price barely exceeds inflation.68 Those who deal with oil prices are divided as to

65 The lower DOR forecast is used for two reasons. F irs t the aggregate data will match the lower o f  the 
two state forecasts, producing a conservative result. Secondly, the Department o f  Law provided pipeline 
tariff data for •' is report keyed to the Department o f  Revenue forecast. The tariff model is sensitive to 
pipeline througnput and the data could not be converted to DNR figures.

From a policy standpoint state resource managers and the public they serve suffer from having 
divergent forecasts, neither o f  which are ready to be used with the pipeline data from the agency responsible 
for pipelines. In 1990, an international consultant retained by the Legislature and the Department o f 
Revenue observed;

"A striking feature o f  the Alaskan oil and gas scene is the lack o f coordination between
different government agencies It has been clear to the consultant through various
contacts with representatives of the state government that there is an absence o f an exchange 
o f information and ideas cm a constructive basis."

Dr. H. Motamcn Scobie, "Financial and Other Aspects o f Oil Industry Activities and Investment’ (prepared 
for the Internationa] Oil Tax Comparison Study Group o f the Alaska State Legislature and Department o f 
Revenue, April 1990), p. 40.

66 Subroto. 'T he Role o f OPEC in the 1990s" (Conference on Energy Issues for the 1990s; University o f 
Alaska Anchorage School o f  Business and Organization o f  Petroleu m  Exporting Countries, July 23-24, 
1992), p. 2.

67 S.A. Al-Fathi, "Current and Future Prospects for Oil" (Conference on Energy Issues for the 1990s; 
University o f  Alaska Anchorage School o f Business and Organization o f  Petroleum Exporting Countries, 
July 23-24, 1992), pp. 11-12.

68 Spring 1992 Revenue Sources Book, p. 34. (M id-range 2000 price o f  $26.95 was converted to 1992 
dollars using the inflation forecast in the same table.)



what the future holds. This paper will not rush in where economic wizards tread with 
fear. In the absence of a crystal ball that enables us to predict the future of oil prices, we 
will use the more conservative Department of Revenue forecast.69

With regard to production costs (line 15), the tables for the year 2000 contain the 
following adjustments to the current lifting costs used in Ta les 12 through 14:

Prudhoe: (1991 Salomon) x 5% per-year real increase (he,, inflation plus 5 % )

Kuparuk: (1991 Salomon) x 2
Endicott: (1991 Salomon x EG&G factor) x 2
Lisbume: (1991 Salomon) x 5% per-year real increase (i.e.. inflation plus 5%)
Milne PL: (1991 Salomon x EG&G factor) x 2.

For the year 2000, DD&A costs are assumed to remain constant. Again, this is believed to 
be a conservative approach.70

These assumptions for FY 2000 are put into the per-barrel profitability model in 
Tables 15-A through 15-G. The model produces an estimated aveiage profit of $5.34 for 
each of the 355.4 million barrels forecasted by the Department of Revenue for FY 2000.

69 For an excellent statement o f  the reasons against a pessimistic forecast, see: David Raeume, "A 
changed world alters oil's future," Anchorage Daily News. Oct. 4, 1992, p. C -l.

70 DD&A costs were held constant for three reasons: (1) North Slope depreciation schedules typically 
have been accelerated or front-end loaded, resulting in greater depreciation during early years o f production; 
(2) steadily increasing production forecast totals have made it possible to defray capital costs over a larger 
number of barrels; and (3) the forecast for FY 2000 is converted to 1992, inflation-adjusted dollars.



F Y  2 0 0 0  N orth  S lo p e  B arre l P rofit A nalysis (T a b le  i5  - f \ )

N2n k il«> e  Profit Analvsis: ALL FIELDS / - - FY 2000 ANS Ava. 11992S/bbl. I - - / Notes

Gulf Coau West Coast

1 Average Pnce for ANS (Spot) SO.tX) S19.54 From DOR Spr. 92 revenue forecast mid-case (pp. 17-18)

2 <)ualiiy Adjusted Price

3 Production / DtsDosiuoo Bbh. tear Osa{
a Production linn  bbli. vr. / day) 355.386 / 0.971 DOR Spr. 92 revenue forecast mid-case ip. 47)
b. Volume to East / Wert Coast 1* ) 0.00* 100.00*

4 Feeder Pipeline Tariffs ($0.06) Wghtd. avg. sum of items 4a thru 4g
a Operating A capital cosu ($0.03) Prom Dept of Law (7/29/92) less 4b
b Slate A local property tax (pipelinei) $0.00 30* of total DOR ptopcrty ux
c Sute income tax (pipelines! $0.00 4d « (eff. state tax rare / eff. fed. ux  rate)
d Federal income ux  (ptpelinet) ($0,011 From Dept of Law (7/29/92) leas item 4c
e After-ux margin ($0.01) From Dept, of Law (7/29/92)
f Recovery of deferred return $0.00 •

g DRAR allowance so.oo m

5 TAPS Pipeline Tanff ($2.74) Sum of item* 5a thru 5b
a Operating A capital costs ($1.39) From Dept of Law (7/29/92) less 5b
b Sute A local property u x  (pipelines) ($0.18) 30* of total DOR property ux
c Sute income tax (pipelines) ($0.06) 5d * (eff. suae u x  nae / eff. fed. tax rate)
d Federal income tax (pipelines) • (S0.40) Prom Dept of Law (7/29/92) leas item 4c
e After-ux margin ($ 0 5 8 ) From Dept of Law (7/29/92)
f Recovery of deferred return ($0.12) •
g DRAR allowance ($0.01) •
b Pumpability Charge From Dqx. of Revenue data

6 State Share (Feeder Lines) ($0.01) Sum of items 4b, 4c
7 Federal Share (Feeder Lines) ($0.01) Item 4d

8 Industry Profit (Feeder Lines) $0.02 Sum of items 4e, 4f

0 Stale Share (TAPS) ($024) Sum of itema 5b. 5c
10 Federal Sh«e (TAPS) ($a40) Item 5d

11 Industry Profit (TAPS) $0.70 Sum of itema 5c, 5f

12 Tanker (to Gulf / West Coast) ($1.44) From DOR Spr. 92 forecast mid-case (p. 18)

13 Wellhead value $15.30 Sam of items I. 4, 5, 12

14 Sute Royalties, Production A Property Tnxea ($3.87) Sum of items 14s thru lid

a Royalty ($1.84) Item 13 less field costs * est field royalty
b Severance u x ($1.57) Item 13 *.875 * nominal severance* ELF
c Spill Re^xrase A Conservation Taxes ($0.03) $.054 •  .875 •  deflator
d Sute A local property u x  (prodoction) ($0.43) 70* of total DOR property ux

IS Production coats ($4.45) Sum of items 15a, 15b

a Lifting Cosu ($1-95) Adj. from trade publication estimates
b Depletion. Dcprecuaioa A Amortization (S2.49) Adj. from trad: publication estimates

16 Net Revenue (prodoction) $6.98 Sum of items 13, 14. 15

17 State Income Tax (production) ( $ a i8 ) From DOR daaa less items 4c, 5c
18 Federal Income Tax (production) ($2.18) Ext 32.1* of items 16 + 17

19 Industry Profit (production) $4.62 Sum of itema 16 thru 18

20 Total Sute Share (production ♦ pipe Hies) $430 Sam of items 5 ,9 ,14 ,17

21 Total Fodcnl Share (production ♦ pipelines) $259 Sum of items 7, 10,18

22 Total Industry Profit (production * pipelines) $534 Sum of items 3. 11, 19

23 FY 2000 ludostry Avg. per-barrel ANS Profit $534

I M B B R B n H B W O n H B I B a H



FY  2 0 0 0  N o n h  S lo p e  B arre l Profit A n a lys is  (T a o ie  15 i

N«lh Slone Prptii AnaUsis. p r u d h o e  bay  f if l b - - n -000 PredhoeAve.il992 S,bb!,i-- Notes

I Avv.ugc Pnce lor ANS i Spot I

Ihilf Coast

SO.OO

West ( 'oast 

S19.J4 From DOR Spr. 92 revenue forecast mid-ease ipp 1’ ISi

2 (Quality Adjusted Pnce S19S7 From DOR data

3 Pnxluclion / Disposition ftbh. \rar f ir , 
a Production I mm bbl s. yr. / day i 242.292 / 0.662 
b. Volume to Fast 1 West ( 'onsi irt | 0.00* 100.00*

DOR Spr. 92 forecast (incl. NGL’sl

4 Feeder Pipeline Tariffs
a Operating & capital costs 
b State Si local property tax (pipelines! 
c Slate income tax ipipelines) 
d Federal income lax (pipelined) 
e .After-lax margin 
f Recovery of defened return 
g DRAR allowance

5 TAPS Pipeline Tanff (S2.74)

None

Sum of items 5a thru 5h
a OpeniUng A capital costs (51.39) From Dept, of Law (7/29/92) less 5b
b State Si local property tax (pipelines) (SO. IS) 30* of total DOR property lax
c Slate income lax (pipelines) (SO.06) 5d * (eff. sulc tax rase / eff. fed. tax rate)
d Federal income tax ipipelines) (SO. 40) Prom Dept, of Law (7/29/92) lesa item 5c
e After-lax margin (S0.58) From Dept, of Law (7/29/92)
f Recovery of deferred return (SO. 12) •
g DRAR allowance (50.01) •

b Pumpability Charge SO.OO From Dept, of Revenue data

6 State Share iFeeder Lines I
7 Federal Share (Feeder Lines)

8 Industry Profil (Feeder Lines)

9 Stale Share (TAPS) (S0.24)

Sum of items 4b. 4c 
Item 4d

Sum of itema 4c, 4f 

Sum of itema 5b. 5c
10 Federal Share (TAPS) (S0.40) Item 5d

11 Industry Profit (TAPS) SOTO Sum of items 5e. 5f

12 Tanker (to Gulf / West Coast) (SI.44) From DOR Spr. 92 forecast mid-case (p. 18)

13 Wellhead value S15.70 Sum of items 2. 4,5. 12

14 Stale Royalties. Production & Property Taxes ($4.29) Sumofitems 14a thru 14d

a Royalty (SI.87) Hem 13 lesa field costs * eat. field royalty
b Severtince lax (SI.9J) Item 13 *.875 •  oommal severance* ELF
c Spill Re^xonse St Conservauon Taxes (S0.03) $.054 * .875 * deflator
d State Si local property tax Iprothiction) ($0.43) 70* of total DOR property tax

IS Production costa (S3.20) Stun of items 15a. 15b

a Lifting Costs (Sl.40) Salomon Bros. 1991 estimate with 5 *  p/a (real) increase
b Depletion.. Depreciation A Amortization (S1.80) Salomon Brot. 1991 estimate

16 Net Revenue (production) S820 Sumofitems 13. 14, 15

17 Slate Income Tax (production) (SO. 18) From DOR data less items 4c. 5c
IS Federal Income Tax (production) (S2.S8) Eat. 33.1% of items 16 ♦ 17

19 Industry Profit (production) S3.45 Sumofitems 16 thru 18

20 Total State Share (production ♦ pipelines) S4.71 Sum of items 6, 9, 14, 17

21 Total Federal Share (production * pipelines) S2.98 Sumofitems 7. 10. 18

22 Total Industry Profit (production ♦ pipelines) S6.15 Sum of items 8. 11, 19

23 FY 2000 Industry Avg. per-barrel Profit (Prudhoe Bay) S6.I5



FY 2 0 0 0  North Slope Barrel Profit Analysis (Tab le 15 - C  )

North Slone Profit Analysis: KUPARUK_________ / • • FY 2000 Kupantk Ave. 11992 S/bbl.) -_J_ Mattl

1 Average Pncc for ANS (Spot)

2 Quality Adjusted Price

1 Production / Disposition Bbb. itar 
» Production (mmMils. yr./day) 61.834 / 
b. Volume to Eait / Wert Coart t%)

Gulf Coast

SO.OO

Da
0.169

0.00*

Weal Coast 

519.34 

S 18.45

100.00*

From DOR Spr. 92 revenue forecast mid-case (pp. 17-18) 

From DOR data

DOR Spr. 92 revenue forecait mid-case (p. 47)

4 Feeder Pipeline Tariffs (S0.21) Sum of items 4s thru 4g
a Operating Sc capital com (S0.lt) Pro-rated from TAPS estimates
b Slate <Sc local property lax (pipelines) tSO.Ol) Pro-rated hum T APS estimates
c Stale income lax (pipelines) so.oo Pro-rated from TAPS estimates
d Federal income tax (pqrclines) ($0.03) Pro-rated from TAPS estimates
e After-tax margin (50.04) Pro-rated hum TAPS estimates
f Recovery of deferred return <50.01) Pro-med from TAPS estimates
g DRdcR allowance SO.OO Pro-rated from TAPS estimates

5 TAPS Pipeline Tariff (S3.03) Sum of items 3a thru 5b
a Operating & capital costs (Sl.39) Prom Dept, of Law (7/29/92) leu  3b
b Stale A local property tax (pipelines) (SO. 18) 30* of total DOR property tax
c Stale income tax (pipelines) (S0.06) 3d * (eff. state tax n tc / e f t  fed. tax rate)
d Federal income tax (pipelines) (SO. 40) From Dept, of Law (7/29/92) less item 5c
e After-tax margin ($0.58) From Dept, of Law (7/29/92)
f Recovery of deferred return ($0.12) •

g DRScR allowance (S0.01) •

h Pninpability Charge ($029) From Dept of Revenue data

6 State Share (Feeder Lines) ($0.02) Sum of items 4ri, 4c
7 Federal Shire (Feeder Lines) (S0.03) fiem 4d

8 Industry Profit (Feeder Lines) $0.03 Sum of items 4c, 4f

9 Stale Share (TAPS) (S024) Sum of items 3b. 5c
10 Fedm l Shoe (TAPS) (50.40) ftem 3d

11 Industry Profit (TAPS) $0.70 Sum of items 5c, 3f

12 Tanker (to Gulf / Wert Coart) ($1.44) From DOR Spr. 92 forecast mid-case (p. 18)

13 Wellhead value $13.78 Sum of itema 2 ,4 ,5 .12

14 State Royalties. Production Sc Property Taxes (12.93) Sum of items 14a thru 14d

a Royalty ($1.67) hem 13 leu  field costa •  cat. field royalty
b Severance tax ($0.81) Item 13 *.875 • nominal severance* ELF
c Spill Response Sc Conservation Taxes (S0.03) $054 * .8 7 5 ‘ deflator
d Stale Sc local property tax (production) ($0.43) 70% of total DOR property tax

tS Production coals ($6.60) Sura of itema 15a, 15b

a Lifting Costs ($3.30) Salomon Bros. June 1991 cat. * 2
b Depletion. Depreciation k  Amoctr «uoo (53.30) Salomoo Bros, fuse 1991 eat.

16 Net Revenue (production) 5423 Sum of items 13,14, 15

17 State Income Tax (prodoctioa) (50.18) From DOR data Ieaa itema 4c, 5c
18 Federal Income Tax (production) ($1.30) Eat. 32.1% of items 16* 17

19 Industry Profit (production) $2.73 Sum of items 16 thru 18

20 Total State Share (production ♦ pipelinea) $339 Sum of rtetna 6,9, 14, 17

21 Total Federal Share (production + pipolinea) $1.73 Sum of itemi 7,10, 18

22 Total Industry Profit (production * pipelinea) 5351 Sum of itema 8,11. 19

23 FY 2000 Industry Avg. prr-barral Profit (Kuparult) $3-51



FY 2000 North Slope Barrel Profit Analysis (TaCie 15  -_J> )

North Slope Profit a i u K m; E N D IC P IT  H E L P  < • -r f . IW C f  Eadt.cn A v g .! 19?; SbfcLi.. ■_ Nido

1 Average Pnce for ANS t Spot I

2 quality Adjusted Pnce

1 Production / Disrxnilion Bbls. \ far 
u Production I mm bbls. yr./day 1 13.176 / 
b. Volume to East / West ( ’oast (%i

Pm
0.036

Golf Coast

SO.OO

0.00%

West Coast 

$19,54 

$18.56

100.00%

From DOR Spr. *»2 revenue forecast mid^ase ipp. 17-1»I 

Irum DOR data

DOR Spr. 92 revenue foiccait mid-case (p. 47)

4 Feeder Pipeline Tariffs iSO.52) Sum of items 4a thru 4g
s  Operating A capital c o m b i SO. 201 From Dept, of Law (7/29/92) leu  4b
b Slate Sl local property tax ipipelines) (S0.04) 30% of total DOR property lax
c Stale income tax ipipelines) iSO.OI) 4d * (eff. state tax rat- / eff fed. tax rate)
d Federal income lax ipipelines) (S0.05) Prom Dept, of Law (7/29/92) leu item 4c
c AJ'tcr-tax margin (SO.15) From Dept, of Law (7/29/92)
f Recovery of defentd return (S0.06) •

g DRAR allowance (S0.02) •

S TAPS Pipeline Tsrtff (53-91) Sum of itema 5a thru 5b
a Operating A capital costs (SI.39) Dept, of Law (7/29/92) leas 5b
b State A local property tax (pipelines) (SO. 18) 30% of total DOR property tax
e State income tax (pipelines) (50.06) 5d * (eff. state tax rsae / eff. fed. tax rale)
d Federal income tax (pipelines) ISO. 40) Dept, of Law (7/29/92) leas item 5c
c After-tax margin (50.38) Dept, of Law (7/29/92)
f Recovery of deferred return ISO. 12) •
g DRAR allowance (SO.Oll ■

h Pumpability Charge (50.17) From Dept, of Revenue data

6 State Share (Feeder Iunes) (SO.OO Sum of items 4b, 4c
7 Federal Share (Feeder Lines) (S0.05) Item 4d

8 Industry Profit (Feeder Lines) $021 Sum of items 4e, 4f

9 State Share (TAPS) (S024) Sum of items 5b. 5c
10 Federal Share (TAPS) (S0.40) Item 5d

11 Industry ProfiuTAPS) 50.70 Sum of itema Je. 5f

12 Tanker (to Gulf / West Coastl (51.44) From DOR Spr. 92 forecast mid-case (p. 18)

13 Wellhead value S13.69 Sum of items 2, 4.5. 12

14 State Royalties, Production A Property Taxes (53.50) Sumofitems 14athru I4d

a Royalty (S1.90) Item 13 less field costs * e s L  field royalty
b Severance lax (50.12) Item 13 *.856 * nominal severance* ELF
c Spill Reapomc A Cons. (S.054/bbl*875) IS0.03) 1054 •  .856 * deOMor
d Sure A local property u x  (production) (S0.43) 70% of total DOR property tax

15 Production costs (S7.76) Sum of items 15a, 15b

a Lifting Costs (53.88) 1992 estimate (derived from 1991 trade sources) * 2
b Depletion. Depreciation A Amortization (53.88) Derived from 1991 trade estimates

16 Net Revenue (production) 53.43 Sum of items 13, 14, 15

17 Suie Income Tax (production) (50.18) From DOR data less items 4c. 5c
18 Federal Income Tax (production) (51.04) Eat 32.1% of items 16+ 17

19 Industry Profit (production) 5221 Sum of ileus 16 thru 18

20 Total State Share (production ♦ pipelines) 52.96 Sum of items 6, 9.14, 17

21 Toul Federal Share (production ♦ pipelines) 51.49 Sum of items 7, 10, 18

22 Total Industry Profit (production ♦ pipelines) 53.12 Sumofitems 8, 11, 19

23 FY 2000 Induatry Avg. per-barrel Profit (Endicotl) S3.12



FY 20 00  North Slope Barrel Profit Analysis (Table 15 - g . )

North alone ProGi Analysis: USDURNE_________ /•  - FY 2000 L ubum  Avg, 11992 Vbbl.) ■ - / Notea

Gulf Coast West Coait

1 Average Price for ANS iSpot) SO.oo SI 9.54 From DOR Spr. 92 revenue force an mid-case (pp. 17-18)

2 Quality Adjunct! Pnce 20.32 From DOR dau

3 Production / Disposition Bhls. war 
n Production (nun hbla. j t . / day) 32208 / 
b. Volume to Bast. Wen Coast (%)

Da\
0.088

0.00% 100.00%
DOR Spr. 92 forecast (p. 47V, nnd-case. incl. Pt. McIntyre

4 Feeder Pipeline Tariffs
a Operating A capital coats 
b Sute A local property Ux (pipelines) 
c Sute income ux  (pipelines) 
d Federal income ux  (pipelines) 
e After-tax margin 
f Recovery of deferred return 
g DRAR allowance

5 TAPS Pipeline Tariff
a Operating A capital costs 
b Sute A local property lax (pipelines) 
c Stale income tax (pipelines) 
d Federal income u x  (pipelines) 
e After-tax margin 
f Recovery of deferred return 
g DRAR allowance 
h Pumpainlity Charge

(32.44)
(31.39) 
(30.18) 
(30.06)
(30.40) 
(3038) 
(3012) 
(30.01) 
30.30

None

Sum of items 5a thru 5h
Prom Dept of Law (7/29/92) leas 3b
3036 of total DOR property tax
3d * (eff. state tax m e / eff. fed. tax rate)
From Dept, of Law (7/29/92) less item 3c
From Dept- of Law (7/29/92)

«
•

From Dept, of Revesmo data

6 Sute Share (Feeder Lines) Sum of hems 4b. 4c
7 federal Share iFeeder Lines) Item 4d

8 Industry Profit (Feeder Lines) Sam of items 4e, 4f

9 Sute Share (TAPS) (30-24) Sam of items 3b, 5c
10 Federal Share (TAPS) (30.40) bests 3d

11 Industry Profit (TAPS) 30.70 Sum of items Sc, 5f

12 Tanker (to Gulf / West Coast) (1.44) From DOR Spr. 92 forecast mid-case (p. 18)

13 Wellhead value 316.63 Sam of items 2 .4 ,3 , 12

14 Sute Royalties, Production A Property Taxes (33.14) Sum of items 14a thru 14d

a Royalty (51.99) b oa  13 lest field costa * est. field royalty
b Severance ux (30.69) Item 13 *.873 •  aowosal scvomoce* ELF
c Spill Response A Cooservatioo T 'tea (3003) 3.054 •  .873 ♦ deflator
d State A local property tax tprodsctioa) (3043) 70% of total DOR property tax

13 Production cosu (38.45) Sam of items 15a. 15b

a Lifting Cosu (2.80) Selomoe Bros. 1991 eat for 1992 with 5% pfa (real) mere*
b Depletion.. Depreciation A Amortization (3.63) Salomon Bros. 1992 estimate

16 Net Revenue (production) 33.03 Sam of items 13, 14, 15

17 Sute Income Tax (production) (30.18) Prom DOR data leas items 4c, 3c
18 Federal Income Tax (production) (31.36) E*. 32.1% of hems 16 * 17

19 Industry Profit (production) S3J1 Sum of h ear 16 thru 18

20 ToUl State Share (production * pipelines) 5336 Sum of iu.mi 6 ,9 ,14 , 17

21 Tou] Federal Share (production * pipelines) 31.97 Sum of items 7, 10, 18

22 Total Industry Profit (productxm * pipelines) 342)1 Sam of items 8,11, 19

23 FY 2000 Industry Avg. per-barrel Ptnftt (Ijftburoe) 34J1



FY 2000 North Slope Barrel Prolrt Analysis iTaOie 15 • t

North Slime Profit Analysis: MILNE PT. / - - FY 2000 Milne Pt. Ave (1992 S/bbl.) I 2ki£i

Gulf Coast West Coast -

1 Avenge Pnce for ANS (Spot) St).(X) Slu.54 1 rom DOR 5pr. u2 revenue forecast uud-case (pp. I '- I8 i

2 Quality Adjusted Pnce S18.21 From DOR data

3 Production / Disposition Bbh. xedr 
s Ptoduction itnjn bbls .yr. / day) 2.928 /

Otri
0.008 DOR Spr. 92 forecast (no Schrader Bluffs)

b Volume to East.' West (.'out (% I 0.00% 100 (XIS

4 Feeder Pipeline Tanff (Milne Pl. only) (SO.-.4) Sum ot items 4a thru 4g
ii Operating & capital ci~4a (50.46) From Dept, of Law (7/29/92) less 4b
b State 4  local property tax Iptpelinesl (50.05) 30% of total DOR property Ux
c State income lax (pipelines) (50.01) 4d •  (eff. stale tax rate / eff. fed. tax rate)
d Federal income lax (pipelines i (50.05) From Dept, of Law (7/29/92) leas item 4c
e After-lax margin (50.12) From Dept, of Law (7/29/92)
f Recovery of deferred return (50.04)
g DRAT? allowance (50.03) *

S TAPS Pipebne Tariff (53.32) Sum of items 5a thru 5b
a Operating & capital costs (51.39) From Dept, of Law (7/29/92) less 5b
b Slate 4  local property tax (pipelines) (50.18) 30% of total DOR property tax
c State income tax (pipelinea) (50.06) 5d •  (eff. sute ux  nne / eff. fed. tax rate)
d Federal income tax (pipelines) (50.40) From Dept, of Law (7/29/92) leas item 5c
e After-tax margin (5058) From Dept, of Law (7/29/92)
f Recovery of deferred retain 150.12) *

g DR4R allowance (50.01) •

h Pumpsbility Charge (50.59) From Dept, of Revenue data

6 Slate Share iMilne P t Feeder Line I (50.07) Sum of itema 4b. 4c
7 Federal Share (Milne Pt. Feeder Line) (50.05) Item 4d

8 Industry Profit (Milne Pt. Feeder Line) 50.16 Sum of items 4e. 4f

9 Slate Share (TAPS) (50.24) Sum of items 5b, 5e
10 Federal Share (TAPS) (50.40) Item 5d

11 Industry Profit iT.APS) 50.70 Sum of itema 5e. 5f (to TAPS owners)

12 Tanker (to Gulf / Weal Coast) (51.44) From DOR Spr. 92 forecast mid-case (p. 18)

13 Wellhead value 512.49 Sum of items 2. 4. 5. 12 * (5031) Kuparuk Pipeline tariff

14 Slate Royalties. Product!i a 4  Property Taxes (5164) Sum of Hems 14a dun 14d

a Royalty (52.17) Item 13 leu field c^su •  esL field royalty
b Severance tax SO.OO Item 13 *.817 * nominal severance* ELF
c Spill Rc^jonse 4  Conservator! Taxes (50.03) $.054 •  .817 •  deflator
d State 4  local property tax (production) (50.43) 70% of total DOR property lax

IS Production coau (57.19) Sum of items 15a. 15b

c Lifting Costs (53.06) 1991 estimate (from trade dalal with 5% p/a real mcreaie
b Depletion.. Depreciation 4  Amortization (54.13) 1991 estimate (from trade dau)

16 Net Revenue (production) $2.66 Sum of itema 13,14. 15

17 Slate Income Tax (production) (50.18) From DOR dau leu  items 4c, 5c
18 Federal Income Tax (production) (50.80) Eat. 32.1% of Hems 16 *17

19 Milne Pt. Profit (production) 51.69 Sum of itema 16 thru 18

20 Total Slate Share (production * pipelines) 53.12 Sum of Hems 6. 9. 14, 17 (excludes Kuparuk Pipeline)

2! Toul Federal Share (production * pipelines) 5135 Sum of items 7, 10, 18 (excludes Kupantk Pipeline)

22 Total Milne Profit (production * pipeline) 51.84 Sum of items 8 (MiIn e Pl Pipeline only). 19

23 FY 2000 tndnatry Avg. per-barrel Profit (Mlbur P t) S IM



FY 2000 North S lope Barrel Profit Analysis (Table ' , ■ &)

Notth.Slocc Pit)(it Aailym:.OTHER__________ ' -  FY2000 Other Revenue Avg. 119^2 S/bbl.l -  , Notes___________________

(Kupsrak Pipeline tariff on Milne Pl Oil) Gulf Coast West Coast

1 Average Pnce for ANS (Sport SO.OO (n.a. i i See analysis of Milne Pt. oil)

2 Quality Adjusted Pnce In.n.t

3 Production / Disposition (Milne Pt.) Bbls. xear Da\
a Production (mm bbls. yr. / day) 2.928 / 0.008
h. Volume to East / West Coast (%) 0.00% (n.a.)

Feeder Pipeline Tanff (Kuparuk's Milne Pl. oil) ($0,211 Sum of ilea* 4a thru 4g
a Operating & capital costs (SO. 10) Dept, of Law (7/29/92) less 4b
b Slate & local property lax (pipelines) (S0.01) 30% of total DOR property lax
c Slate income lax (pipelines) SO.OO 4d * (eff. stale tax rate / eft. fed. tax rate)
d Federal income lax (p xlinea) (SO 03) Dept, of Law (7/29/92) less item 4c
c After-tax margin (S0.05) Dept, of Law (7/29/92)
f Recovery of deferred return (J0.01) •
g DR&R allowance SO.OO -

5 TAPS Pipeline Tanff
a Operating & capital costs 
b State Sl local property tax (pipolines) 
c State income tax (pipelines) 
d Fedenl income lax (pipelines) 
e After-Ux margin 
f Recovery of deferred return 
g DRAR allowance 
b Pumpability Charge

6 Slate Share (Kupamk's Milne Pl. oil) ($0.02) Sum of ilesns 4b, 4c
7 Federal Share (Kupamk's Milne PL oil) ($0.03) Item 4d

8 Industry ProGt (Kupantk'i Milne PL oil) $0.03 Sam of items 4c, 4f

9 State Share (TAPS)
10 Federal Share (TAPS)

11 Industry Profit (TAPS)

12 Tanker (to Gulf / West Coast)

13 Wellhead value

14 State Royalties, Production & Property Taxes

a Royalty 
b Severance lax
c Spill Response A Conservation Taxes 
d State A local property u x  (psodoctiou)

15 Production costs 

a Lifting Coats
b Depletion, Depreciation A Amortization

16 Net Revenue (production)

17 State Income Tax (prodoctioa)
18 Federal Income Tax (production)

19 Industry ProGt (production)

20 Total Slate Share (production ♦ pipelines) S0.O2 Sum of Hems 6.9.14, 17 (Kuparak Pipeline only)

21 Total Fodesal Share (production * pipelines) $0.03 Sum of items 7, 10, 18 (Kuparuk Pipeline only)

22 Total Industry ProGt (Kupamk’s Milne PL oil) $0.05 Sum of items 8, I t ,  19 (Kuparuk Pipeline only)

23 FY 00 Industry Avg. per-barrel Profit (Kuparuk Pipe: Mi tne Pl. oil) SO.05



These per-barrel earnings generate total FY 2000 production and pipeline profit of 
$1,897,700,000 ($1,897 billion) for the North Slope producers. The FY 2000 North 
Slope profit estimate generated by the per-barrel profitability model represent a reduction of 
nearly 40% percent from 1991. Nevertheless, when compared to the nation's corporate 
profit leaders in 1991, estimated North Slope net income for FY 2000 is on a par with the 
net income of the seventh most profitable corporation in the nation in 1991. The 
following graph depicts this comparison.



Graph 4. Estimated FY 2000 North Slope Profits
v.

Exxon Phil. Gen. Bristol Mobil Alaska Procter & 
Morris Electric Meyers North Gamble

Slope*
(#1)  (#2 )  (#3)  (#5)  (#6)  (#7)

* Principally Exxon, ARCO and BP 

Sources: Fortune, April 20, 1992; Table 15-A



The model indicates that the North Slope is likely to continue to generate handsome profits, 
even in the face of relatively conservative projections that include: (1) a relatively modest 
rise in prices, (2) increases lifting costs sharply in opposition to the current trends, (3) 
exclusion of West Sak, despite industry statements of its plans to produce West Sak as 
Kuparuk facilities become available.

The following graph summarizes the division of economic rents for the years 
analyzed in tables 12 through 15.



Graph 5.
West Coast ANS Prices and Economic Rents 

CY 91 - FY 2000 (Selected Years)
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CY 91 FY 92 CY 92
Year

FYOO

Industry 

State  

Federal 

♦- Price

Industry Share $4.77 (43.2%)

State Share $3.82 (34.6%)

Federal Share $2.45 (22.1%)

Source: Tables 12-A, 13-A, 14-A, 15-A

$4.67 (43.9%) 

$3.65 (34.3%) 

$2.31 (21.7%)

$4.92 (43.9%) 

$3.85 (34.4%) 

$2.43 (21.7%)

(in 1992 S) 

$5.34 (43.7%) 

$4.30 (35.2%) 

$2.59 (21.2%)

ism



P dg t' H i

The per-barrel profitability model omits West Sak in order to link accurately the 
pipeline tariff model from the Department of Law with the Spring 1992 production forecast 
by the Department of Revenue, which omitted West Sak. Nevertheless, it is possible to 
use the model to take a rough look at West Sak profitability. For this comparison to Table 
15, we will use the quality differential provided by the Department of Revenue at line 2, 
pipeline tariffs from Kuparuk at lines 4 and 5 and production costs from Milne Point at line 
15.71

7 1 The major North Slope operators were contacted but declined to provide cost information for this
report. Public policy makers who wish to understand North Slope production potential, production costs
and treads should insist on better public information.



FY 20 00  North Slope 8a rre l Profit Analysis (Table 1 6)

North Slm>e Profit Analysis: WEST SAX l - - F t' 2000 w  Sak Avg. 11992 S/bbt. I - - NillCJ

Gulf Coast West Coast

1 Average Pnce for ANS (Spot) SO.OO S 19.54 From DNR .Apr 92 production forecast, ipp. 4-5)

2 Quality Adjusted Price From DOR data

3 Production / Dispoaition Bbh. \ear Pov
a Production (mm bbls. yr. / dayl 9.125 / 0.U25 DOR Spr. 92 revenue forecast mid-case ip. 47)
b. Volume to East1 West ('oast (96 > 0.0096 100.00(6

4 Feeder Pipeline Tariffs (S0.2I) Sum of items 4a thru 4g
a Operating & capital costs is a ii) Pro-rated from TAPS estimates
b State & local property tax (pipelinea) iso.on Pro-rated from TAPS estimates
c Slate income tax (pipelinea) so.oo Pro-rated from TAPS estimates
d Federal income tax (pipelines) (S0.03) Pro-rated from TAPS estimates
e After-tax margin (S0.04) Pro-rated horn TAPS estimates
f Recovery of deferred return isao i) Pro-rated from TAPS estimates
g DR&R allowance so.oo Pro-rated from TAPS etumates

5 TAPS Pipeline Tnriff (S3.62) Sum of itema 5a thru 5h
a Operating & capital costs (S1.39) From Dept, of Lav. 17/29/92) leas 5b
b State &. local property tax (pipelines) ISO. 18) 3056 of toul DOR property tax
c Stale income i ax (pipelines) (S0.06) 5d * (eff. sute tax rate / eff. fed. tax rale)
d Federal income (ax (pipelines) (SO. 40) From Dept, of Law (7/29/92) leas item 5c
e After-tax margin (S0.58) Prom Dept, of Law (7/29/92)
f Recovery of deferred return (SO. 12) ■

g DR&R allowance (S0.01) a

b Pumpability (barge (S0.88) From Dept, of Revenue dau

6 State Share (Feeder Lines) (S0.02) Sum of itema 4b. 4c
7 Federal Share (Feeder Lines) (S0.03) Item 4d

8 Industry Profit (Feeder Lines) S0.05 Sum of items 4e. 4f

9 Stale Sbnro (TAPS) (50.24) Sum of items 5b. 5c
10 Federal Share (TAPS) (S0.40) Item 5d

11 Industry Profit (TAPS) S0.70 Sum of items 5c. 5f

12 Tanker (to Gulf / Weat Coast) (SI.44) From DOR Spr. 92 forecast mid-case (p. 18)

13 WelBiead value SI 1.58 Sum of items 2 .4 ,5 . 12

14 Slate Royalties. Production A Property Taxes (S1.82) Sum of itema 14a thru 14d

a Royalty (S1J6) Item 13 leas field cona * eat. field royalty
b Severance tax SO.OO item 13 *.875 •  nominal severance* ELF
c Spill Response 3c Conservation Taxes ($0.03) S.054 •  .875 •  deflator
d State & local property tax (production) (S0.43) 70* of total DOR property lax

15 Production coats ($7.19) Sum of itema 13a. 15b (from Milne Pt.)

a Lifting Cosu (S3.06) 1991 M.Pest- (from trade dau) with 5% p/a real increaae
b Depletion- Depreciation 4  Amortization (S4.13) 1991 M.P. eat. (from trade dau)

16 Net Revenue (production) $256 Sum of itema 13,14, 15

17 State Income Tax (production) <S0.18) From DOR data leas itema 4c, 5c
18 Federal Income Tax (production) (S0.76) Eat. 32.176 of itema 16+17

19 IndtuUy Profit (production) S1.62 Sum of items 16 thru 18

20 Toul Sute Share (production ♦ pipelinea) 1256 Sum of itema 6.9 ,14, 17

2 1 Toul Federal Share (production + pipelinea) Sl.20 Sum of itema 7 . 10. 18

22 Totel Industry Profit (production + pipelinea) $ 257 Sum of itema 8 , 11, 19

23 FY 2000 Industry Avg. prr-barrel Profit (W. Salt) 5257



The results shown in Table 16 assume that West Sak production replaces Kuparuk 
barrels. In fact, Kuparuk processing facilities can process in excess of 320,000 barrels per 
day; they are doing so now. If Kuparuk is at 169,000 barrels per day in FY 2000, West 
Sak could produce at 150,000 barrels per day while sharing the Kuparuk facilities with the 
forecasted Kuparuk production.

The production and shipping of 150,000 barrels per day from West Sak additional 
to the DOR forecast would increase industry profits by about $200 million. Immediately 
visible is $130 million: $2.37 per-barrel x 54,750,000 barrels = $129,757,500. In 
addition, West Sak shipments would reduce the TAPS tariff for all barrels produced — 
including those produced from West Sak. Precise calculation of the TAPS tariff reduction 
per barrel due to increased production is beyond the scope of this paper, but it is reasonable 
to assume the tariff reduction would match the percentage increase in total TAPS 
shipments. If West Sak increased forecasted production of 971,000 barrels per day by 
150,000 barels, this would be approximately 15% of the $2.74 tariff, or $0.40 per barrel. 
The per-barrel profitability mode! indicates that this amount would be divided amont the 
producers, the state and the federal government as follows:

State share (35.2%) $0.14
Federal share (21.2%) $0.08
Industry share (43.7%) $0.18

The industry's $0.18 per barrel would add approximately $63 million to the $1,897 billion 
all-field estimated industry profit for FY 2000 shown in Tables 15-A. The same savings 
from increased production would apply to the West Sak barrels, increasing the profitability 
shown in Table 16 for West Sak by the same $0.18 per barrel. That's another $9.8 
million. If producing costs are $7.19 per barrel, the expenditure necessary to produce 
$200 million in profit appears to be something on the order of $400 million. That’s an 
aftCT-tax return of $0.50 per dollar.

While these numbers are only rough approximations, they demonstrate why West 
Sak will probably be produced unless something better comes along. One other factor 
lends strength to the case for West Sak production: After nearly two decades of North 
Slope surplus, California is forecasted to be crude-short again in 1996. Its refineries have 
learned to deal with heavy oils like that of West Sak. Where other refineries in the world 
cannot process heavy oil, California refineries have had to deal with heavy oils for decades. 
In short, California is a ready made market for West Sak oil.



One of the reasons the Department of Revenue's economic forecasters view West 
Sak dimly is that their model excludes TAPS profits from calculations of whether a field 
can produce profitably. The Department of Revenue's future scenario fails twice in this 
regard. First, in deciding whether a field is economically viable, the department's model 
fails to take into account the TAPS profit on West Sak —  which produces $0.70 of the 
$2.37 per barrel estimated West Sak profit shown in Table 16. Second, the DOR 
approach apparently ignores the $0.18 per barrel gain on all North Slope barrels resulting 
from reduced TAPS tariffs due to West Sak’s increased production. North Slope 
producers will view any North Slope development decision as a package that includes 
Alaska pipeline shipping costs and profits. Any disussion of Alaska operations that 
overlooks profits of this magnitude should be regarded as irrelevant from an Alaska policy 
perspective.72

The TAPS tariff significantly affects many North Slope development questions.
For example, to the TAPS owners, prospective TAPS profits far outweigh the benefits of 
drilling incentive credits. Likewise, the costs of pipelining greatly exceed potential benefits 
from such credits for the prospective developer who is not invested in existing North Slope 
pipelines. In this regard, in 1990 one of the consultants with the International Tax 
Comparison Study Group reported to the Alaska State Legislature and the Department of 
Revenue that Great Britain had recently shifted from placing development in the hands of 
the major companies to encouraging development by small independents. "[P]erhaps there 

are some lessons to be learnt from the UK," the consultant noted.73

72 The Alaska Department o f  Revenue’s modelling decision to exclude TAPS profits from the consideration 
of whether a field can operate profitably may make sense in the case o f  a hypothetic field —  discovered or 
undiscovered —  whose owners have no share in TAPS. But this convention does not reflect economic 
realities when the model excludes identifiable profits from a field whose owners are known to have a major 
interest in TAPS.

73 "Financial and Other Aspects o f Oil Industry Activities and Investment" [op. cit.], p. 42.



IV . R e c e n t D e v e lo p m e n ts

In the preceding chapters two aspects of North Slope oil development have been 
quantified: continued increases in forecasted future production and estimated profits from 
Alaska operations that rival the top-earning corporations in the United States. In this 
chapter we rum to three recent developments whose implications for North Slope 
development warrant consideration. These are: (A) Prospects for developing the Arctic 
National Wildlife Refuge; (B) consideration of the effects of potential natural gas sales on 
North Slope production; and (C) the implications of recent discoveries by Conoco 
(Badami) and ARCO (Kuvlum).

A. Prospects for Developing the Arctic National Wildlife Refuse

In November 1991 the U.S. Senate declined to consider a proposal that the Arctic 
National Wildlife Refuge be opened to exploration and that funds from Arctic Refuge 
leasing underwrite a broad range of energy programs. The architect of that plan, Senator 
Bennett Johnston of Louisiana, acknowledged that no more than 45 of his colleagues 
supported opening the Aarctic Refuge to exploration and withdrew the proposal. The 
industry subsequently drew back, putting the state of Alaska at the forefront of promoting 
development of this province.74 The model developed in this report for North Slope 
profitability highlights two aspects of the economics of Arctic Refuge development that 
make the state's continued efforts in Arctic Refuge somewhat surprising:

(1) Because the Arctic Refuge is on federal land, there is no direct state royalty on 
Arctic Refuge production. Instead, the state will receive a yet undetermined portion of 
federal royalties through revenue sharing.

(2) The high price of a feeder line from the Arctic Refuge to TAPS will place a 
penalty on Arctic Refuge oil that will reduce both the royalty share and the state's severance 

tax.75

74 Sec: "Hickel seeks ANWR dHay: Gov. sas it may be wise to hold vote after election," Fairbanks Daily 
News-Miner. Feb. 3, 1992, p. 1; "Oil lobby abndons ANWR," Anchorage Daily News. April 15, 1992, p. 
B-l.

75 A 1986 study for the federal government indicates tariff sensitivity to throughput assumptions. That 
report estimated a pipeline from the western .Arctic Refuge would bear a tariff o f $2.00 per barrel for a field 
producing 1 billion barrels; for a 200 million barrel field, the tariff would be $9.00 per barrel. Costs 
would double for a field in the eastern region. (John S. Young and William S. Houser. Economics o f  Oil & 
Gas Production from ANWR for the Determination o f Minimum Economic Field Size [Bureau o f Land



Due to the many uncertainties — field size, cost of feeder lines, timing of 
development, etc. — even if oil were discovered in the Arctic Refuge, modelling Aretic 
Refuge profits would be beyond the scope of this project However, per-barrel 
profitability analysis does make possible a rough comparison can be made between the 
state’s share of an Arctic Refuge barrel and that of an equivalent barrel near Prudhoe Bay 
on state lands.

Table 17.
State Shares: N ear-Prudhoe Barrel v. Arctic Refuge Barrel

Near-Prudhoe Barrel Arctic Refuge

Barrel

Market Price (at refinery) $20.00 $20.00
Less:

Arctic Refuge Pipeline Tariff (1986 DOR est) —  (5.50)
TAPS tariff (4.00) (4.00)
Tanker Cost LLQQ1 LLMl

Effective Tax and Royalty Basis $ 15.00 $9.50

State Share:
(est. 12.5% royalty, 12.5% severance = 2 5 % ) . . .  $3.75

or \
(est. 6.25% roy.+ 12.5% sev. = 18.75% +
est $0.30 feeder line property tax ) * ............................................................  $2.08

\ /
\ /

Loss to state from industry investment in Arctic
Refuge instead of near-Prudhoe development (3.75 - $2.08 = $1.67 per barrel)

* Assumed 50-50 stale-federal split o f  a 12.5% federal royalty.

Table 17 in&cates that the state loses more than $1.50 per barrel on the industry's gamble 
on Arctic Refuge development, compared to sate  returns on development near Prudhoe. 
Development near Prudhoe Bay would also be more valuable to the state for another 
reason. Production in the vicinity of Prudhoe is likely to generate state revenue years 
before development of as yet-undiscovered oil in the Arctic Refuge.

Management, Alaska State Office, Division o f  Mineral Resources, 1986], pp. 29, 32, 34). The Alaska 
Department o f  Revenue estimated a 1 billion barrel field 125 miles from TAPS would bear a tariff of $5.50 
per barrel (Vincent D. W right, "Potential State Revenue from the Arctic National W ildlife Reserve" 
[memorandum to Governor Bill Sheffield], May 15, 1986, p. 1).
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Why doesn't the high cost of a long arctic feeder line extinguish the industry's 
interest in this province altogether? From a theoretical standpoint, four reasons for 
continued industry interest in the Arctic Refuge can be identified: ( I) Discovery of a 
super-giant field could make Arctic Refuge production highly profitable for the industry, 
even in the face of high feeder line costs — just as Prudhoe Bay's size enabled the 
industry to build TAPS; (2) the possibility of sharply rising prices could make Arctic 
Refuge production profitable; (3) from the producer's standpoint, the necessity of a high- 
cost feeder guarantees some profit, even in relatively low-price scenarios; and (4) as Table 
17 indicates, the state will absorb a disproportionate share of the reduced value of Arctic 
Refuge production, compared to development in provinces on state land nearer Prudhoe 
Bay, All four reasons underscore that Arctic Refuge exploration is a gamble whose 
principal benefactor may be the industry, not the state.

Finally, there is the TAPS factor. For the TAPS owners guaranteed TAPS profits, 
continued income from retained DR&R holdings and the deferring of DR&R outlays 
further strengthen the case for Arctic Refuge development.76 It should be noted that all 
three TAPS factors apply equally to development near Prudhoe Bay, as well as to the Arctic 
Refuge.

B. Implications of Recent Discoveries bv Conoco (Badami) and ARCQ fKuvlurn)

In 1991 Conoco’s Badami well hit oil in near-shore state waters in Mikkelson Bay, 
about 40 miles from Pump Station 1 and 25 miles from the Endicott Pipeline. The strike, at 
4,250 barrels of oil per day, has not yet been determined to be commercially viable.77 A 
feeder pipe linkup would be about twice the length of the Milne Point pipeline; to that tariff 
would be added the Endicott tariff. Because these tariffs would be spread across all barrels 
produced at Badami, field size will be crucial to determining whether the feeder line tariff 
will prohibit development Once again the discoverer, Conoco, does not have an interest in 

TAPS or other producing fields, with the exception of its Milne Point production. The 
major TAPS owners therefore stand to share in the benefits of Badami production in 
continued production at other fields and lower TAPS tariffs. Badami is on state land and

7<> Estimated au ra l income from past DR&R collections exceeds $400 million per year; estimated DR&R 
outlays associated w ith pipeline shutdown in the year 2011 are approximately $4J> billion (nominal $) 
between 2010 and 2015 (H iddaLfiillions; Ifrl .TAPS DRAR ProYiaion tfipLsiU. PP- 21-26).

77 Bert Tarrant, "The Elephant Hunters,1 March 22 ,1992, p. D-3.
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would therefore produce both severance and royalty — if there's anything left after the 
pipeline tariffs.

ARCO's recent discovery at Kuvlum is reported to be light oil flowing at 3,400 
barrels per day. The location is 25 miles east of Badami and 15 miles off shore, in 110 feet 
of water. The possibility Badami and Union’s 1985 discovery at Hammerhead could 
share breeder line costs increases the likelihood of development. In that event, 60 miles of 
the pipeline to the Arctic National Wildlife Refuge will be in place. Once again, don't start 
counting chickens just yet The prospect of bringing oil through the shifting pack ice to 
shore is formidable — it has never been done before — and ARCO estimates it will need 
one to two billion barrels to produce Kuvlum. Until further delineation of both strikes is 
completed, it is too soon to know whether development is likely. Since Kuvlum is off­
shore in federal waters, the state would not collect severance; any income from Kuvlum 
production would come through revenue sharing.78

There's another 300 million barrels of high quality oil sitting right where Kuvlum 
would come to shore. It's the condensate associated with natural gas discovered by Exxon 
at Flax man Island. Flaxman gas, in turn, would be produced and marketed only in 

conjunction with a major gas sale at Prudhoe Bay.79

While the uncertainties are enormous, this possibility exists — at least in theory:
If Kuvlum and Badami turn out to be major fields and if a major North Slope gas sale 
moves forward, the addition of Flax man's condensate would be a third major oil field in 
that region, possibly reducing feeder line costs in this region to levels at which the oil in the 
region would be competetive on the world market The building of a pipeline 60 miles east 
from Prudhoe Bay would, in turn, increase the attractiveness of any discovery in the Arctic 
Refuge by reducing the economic penalties of a stand-alone feeder line from the Arctic 

Refuge.

C. Effects of Potential Natural Gas Sales on Prudhoe Bav Ptoduction

Continued interest in a major sale of North Slope natural gas has focused attention 
on the question of how gas sales will affect Prudhoe oil production. Information bearing

78 Frederick R o se ," Arco Oil Find in Beaufort Sea is Likely To Renew Debate Over W ildlife Refuge," Wall 
Street journal, Oct. 15. 1992, p. A-3; Kim Fararo and Hal Bernton, "Arco makes Arctic strike," Anchorage 
Daily News. Oct. 15, 1992, p. A -l.

79 Alaska-QiLaad Energy Wealth or Vanishing Opportunity? (gLfiiU  p- 3-38.
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on this question was developed in a hearing held by the Alaska Oil & Gas Conservation 
Commission in November-December 1991 on the Prudhoe operators' request to lower field 
pressure requirements. The problem is that gas production will eventually cause the loss of 
oil at Prudhoe Bay. At what point will the prospect of long-term revenues from gas — say 
in 2025 — outweigh the loss of oil revenue from Prudhoe Bay in 2015? The upshot of a 

hearing on this subject before the Alaska Legislature last January was this: The Oil and 
Gas Conservation Commission, on the basis of its earlier hearing, feels that effects of a 
natural gas sale can best be analyzed after a pioposal is made. In the commission's view, 
there are too \ r  my economic uncertainties to warrant the time and expense of modelling 
before there is a concrete proposal.00

The Oil & Gas Conservation Commission's wait-and-see position on gas line 
development makes sense. The inherent uncertainties o f long-range forecasting mean that 
tomorrow's model has a greater likelihood of producing meaningful results than today's. 
However, the Commission's strategy assumes that state knowledge and organization are 
adequate to handle this complex question when it becomes ripe for consideration.
However, several problems identified in this report indicate that the state resource managers 
might consider reorganizing themselves to define issues and make recommentations on 
development policy decisions in a timely manner.01

80 House Finance and House Oil and Gas Committee, Hearing cm Prudhoe Bay reservoir Development and 
Management,'' Jan. 23, 1992. See also: Alaska Oil & Gas Conservation Commissi on Hearing on Petition 
to Amend Conservation Order No. 195 Rule 2 and Approve Significant Expansion o f  Prudhoe Bay Unit 
Miscible Gas Project, Nov. 18-20, Dec. 20, 1991, resulting in Order No. 290, Feb. 21 ,1992

01 Production forecasts provide one indication that the state may not bo capable o f  reviewing and making 
informed policy decisions on North Slope development in a timely manner. The state's consistent upward 
revision o f  its forecasts is an indication that public bureaucracy may lag industry's in its understanding of 
the issues at hand. The Department of Revenue's removal o f W est Sak from its Spring 1992 forecasts 
provides a further warning that state agencies may be in a poor position to and interpret new
information when the time comes to judge the economic effects o f  a major gas sale. Finally, the state's 
failure to apprehend significant problems imbedded in pipeline tariffs —  for example, the give-away in the 
TAPS DR&R provision —  provides an additional indication o f problems in resource policy management.

Although detailed discussion o f  the possible institutional corrections to the problems mentioned 
here is beyond the scope o f  this report, some suggested remedies w ill be briefly mentioned:

Poor inter-agency coordination was 'striking* to at least one member o f  the International Oil Tax 
Comparison Study Group o f the Alaska Stale Legislature and Department o f  Revenue (Dr. H. Motamen 
Scobie; see note 65, above). Better inter-agency coordination can be effected by creation o f  an oil and gas 
subcabinet wthin the administration. One way the Legislature can insure that state policy makers are 
handling oil and gas matters in m  appropriately even-handed and far-sighted manner would be to establish 
direct legislative oversight o f  key oil and gas policy issues by the Legislative Budget and Audit Committee 
staff. A third institutional fix would be to transfer pipeline tariff responsibilities from the Deapartment of 
Law to a line agency —  the Department o f  Revenue or Department o f  Natural Resources. (The transfer of 
this executive responsibility is the only recommendation that requires statutory action.)
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OJL AND HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND 

FISCAL YEAR 1992 ANNUAL REPORT

Section I. INTRODUCTION

The Oil and Hazardous Substance Release Response Fund, generally referred to as the 
"Response Fund", was created by the Legislature in 1986 to provide adequate funding for 
the State to investigate, respond and cleanup spills of oil and hazardous substances. 
Each year, the Department of Environmental Conservation (DEC), the Response Fund 
administrator, is required to submit a report to the Legislature providing information on 
Response Fund expenditures, costs recovered, DEC response activities, projected 
expenditures, and any other information considered significant by the Commissioner (AS 
46.08.060).

Section II provides an update of the Department’s response to an internal management 
audit of the Response Fund. The audit was conducted in May 1991 and provided 
recommendations to improve DEC’S management of the Response Fund. During FY92 
a number of steps were taken to resolve specific audit issues. Actions taken during FY93 
are described here.

Alaska response capability; are we better off this year? Section III offers an assessment 
of Alaska’s ability to prevent and respond to hazardous substances incidents. Section 
IV provides information on FY92 Response Fund allocations. Response Funded activities 
are described in Section V.

1



Since the release of the May 1991 audit report, DEC has and continues to take action to 
improve management of the Response Fund. The conditions described in the audit
report, and corrective actions taken by DEC are outlined below.

USE OF THE FUND BY OTHER AGENCIES

Audit issue:

By statute, DEC is the State’s designated Response Fund administrator (AS 46.08.010). 
However, DEC does not have full management and accounting control over Response 
Funds directly appropriated to other State agencies by the Legislature. There are no 
requirements to provide DEC with Response Fund accounting information from agencies 
receiving direct Response Fund appropriations. DEC can only manage, account, and
report on Response Fund appropriations made directly to DEC.

Actions Taken by DEC:

DEC has developed and incorporated standard reporting requirements into FY92 
Reimbursable Service Agreements (RSAs) between DEC and other agencies that use the 
Response Fund.

It is clear that the use of RSAs to manage the transfer of Response Funds between 
agencies has contributed to the difficulty in obtaining information about the expenditures 
and obligations incurred in this fund. DEC, the Department of Adminisrration-Division of 
Finance, thr, Office of Management and Budget and Legislative Finance staff are currently 
investigating other options to provide reasonable internal controls and reporting while 
eliminating the reporting difficulties caused by use of RSAs. Recommendations should 
be available within ninety days.

CLARIFICATION OF DEC ROLES

Audit Issue:

There is no single manager of the Response Fund.

Actions Taken by DEC:

The Assistant Commissioner is the designated Response Fund Manager.
The Director of SPAR serves as Assistant Response Fund Manager providing policy 
guidance and direction. A second Assistant Response Fund Manager within the Division 
of Information and Administrative Services is responsible for procedures, internal fiscal

section II. RESPONSE FUND MANAGEMENT AUDIT UPDATE



control and Response Fund accounting reports.

COST RECOVERY 

Audit Issue:

Full cost recovery on the majority of incidents does not occur.

Actions Taken by DEC:

Procedures for cost recovery by DEC’S regional office response staff are being developed 
the Division of Information and Administrative Services. Draft procedures are expected 
to be available within ninety days.

EQUIPMENT POLICY AND PROCEDURES

Audit Issue:

The condition, location, and current value of equipment purchased with Response Funds 
cannot be accurately documented.

Action Taken by DEC:

It is clear that because of inconsistencies in coding equipment purchases on the State 
Division of General Services and Supply special fund equipment database, it is not 
possible to determine the current value of all Response Fund purchased equipment.

The Department has established a response gear inventory database program to track 
and maintain condition and location summaries of all the Department’s growing spill 
response equipment inventory.

Departments that have inventory lists tracking equipment purchased with response fund 
collars are as follows:

Department of Environmental Conservation 
Department of Natural Resources 
Department of Administration, Div. Telecommunications 
Department of Fish and Game 
Department of Transportation/Public Facilities 
Department of Military and Veterans Affairs

$ 597,424 
72,335 
60,324 

991,825 
14,678 

950,076

3



Section III. ALASKA RESPONSE CAPABILITY -  'Are we better off this year?"

Progress continues in State programs designed to prevent and respond to hazardous 
substances incidents. The State Master Oil and Hazardous Substance Discharge 
Prevention and Contingency Plan (State Master Plan) has been given approval by the 
State Emergency Response Commission (SERC) and is now effective. All State 
agencies are obligated to coordinate their responses to emergency hazardous 
substance incidents as part of the State’s Incident Command System (ICS) under the 
direction of the State On Scene Coordinator (SOSC). During the next year, State 
agencies will be developing standard operating procedures to describe the procedures 
to be followed during specific activities related to incident response.

Recently, the Department of Environmental Conservation (DEC) established four
programs related to spill prevention and response programs to focus efforts towards
improving the State's ability to prevent and respond to incidents. The four program
are: (a) Government Preparedness and Response, (b) Contaminated Sites
Remediation, (c) Underground Storage Tanks, and (d) Industry Preparedness. These
programs are developed and managed by the Director of the Division of Spill
Prevention and Response (SPAR) and implemented throughout the State under the
direction of the Regional Administrators/SOSCs. Appendix D describes the goals,
background, issues, major features, and benefits of these programs.

••

The Government Preparedness and Response program has seveial projects that 
contribute to ensuring the State and local communities have planned for and are 
equipped to meet the challenges of responses to hazardous substance releases.
These projects are: (a) State and Regional Master Planning, (b) SERC and Local 
Emergency Planning Committee (LEPC) coordination, and (c) Hazardous Substance 
Response Preparedness.

The State and Regional Master planning process is evolving into a joint effort with the 
Federal Government. Agreement in concept has been reached among State and 
Federal agencies charged with preparing contingency plans for government resources. 
The Alaska Regional Response Team (ARRT) has also approved the concept. The 
State and Federal government contingency planners will be working together to 
develop one contingency plan which wili be used by all agencies to coordinate 
responses to hazardous substance releases. This joint plan will be developed from 
the bottom -  up! Local plans developed by LEPCs will make up Regional plans which 
will also serve as Area Plans under the National Contingency Plan. The Regional/Area 
Plans will then be combined to form annexes to the overall Federal and State 
Contingency (Master) Plan for Alaska. This plan will be approved by the SERC and 
the ARRT and jointly exercised.

Many LEPCs have been formed and are preparing local community emergency 
response plans based on hazards analyses. Significant progress has been made

4



through increased communications, quarterly workshops which coincide with quarterly 
SERC meetings, and sustainable levels of State funding. There is a need to develop 
regulations governing the operations of the SERC, especially as it interacts with 
LEPCs, and to clarify the roles of local governments and LEPCs. For those areas of- 
the State where interest or capability to form LEPCs is insufficient, the State will be 
developing one Local Emergency Planning District (LEPD) and provide the resources 
to address problems in those areas. Funding levels for LEPCs for planning purposes 
should remain constant; however, many LEPCs are requesting additional funds iu 
purchase response equipment to improve the local capability to respond to incidents 
they are identifying through their local planning process. Funds for this latter purpose 
may not be forthcoming because these needs are outside of the scope of LEPCs and 
should be addressed through State depots. See Appendix E for the status of LEPDs 
and LEPCs as of December 31, 1992.

The capability to prevent and respond to crude oil spills has been vastly improved by 
State legislation and spill prevention and response program activities. However, there 
is a big gap in the capability to respond to non-crude oil spills and releases of other 
hazardous substances. This has been particularly evident by the number of chlorine 
releases experienced throughout the State and the heightened level of awareness of 
the deadly hazards of uncontrolled chlorine releases. A special task force was 
recently formed to rapidly increase the State’s information base on the threat of 
chlorine releases, make the population aware of serious risks associated with chlorine 
releases, take aggressive steps to prevent releases, and eliminate potential sources of 
emergency releases (such as those at abandoned canneries). During the near future 
the threat of hazardous materials releases must be weighed against those of oil -- both 
crude and non-crude. A study on the transportation of non-crude oil indicates there is 
a glaring gap in the State's capability to respond to such releases in Western Alaska 
and Southeast. During FY 93, a strategic plan for depots/corps that addresses the 
State’s needs in 1993 and beyond will be developed. This plan will clarify the need for 
depots and corps and be used as the basis for a nearshore demonstration project 
funded by the Legislature for FY 93.

DEC has paid considerable attention to crude oil spill contingency planning in its 
Industry Preparedness program. Oil pollution prevention and control regulations 
became effective during fiscal year 1992 and the DEC Regional staffs began reviewing 
revised contingency plans submitted by the oil industry. While crude oil handling and 
noncrude delivery in the most populated regions of the State have been significantly 
upgraded, there is increased awareness of the problems with heating oil and gasoline 
faced by small communities in remote areas of the State. Many of the facilities that 
serve these areas are dilapidated and will not last much longer. These facilities are 
not regulated because of their size (below 10,000 barrels), but are increasingly the 
source of chronic spills, as well as sudden accidental releases. DEC must continue to 
work with other State and Federal agencies to prevent spills from these facilities. The 
Alaska Energy Authority has identified $47 million needed to upgrade 236 facilities to
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existing codes. A DEC contractor did a separate study of 293 facilities and estimated 
a minimum of $161 million would be needed to bring them up to prevention standards 
required of the regulated facilities. It is only a matter of time before these facilities will 
start to fail in large numbers requiring numerous emergency responses. . Many small 
communities will be in peril, unless proactive measures are taken. DEC currently does 
not have the resources to dedicate to a project of this nature without significantly 
reducing »‘s ability to meet its present statutory obligations for hazardous substance 
spill prevention and response.

During 1992, the initial strategic plan for contaminated sites, Clean 2000 was 
developed by the Contaminated Sites Remediation staff. The goal is to initiate a 
systematic process to clean up or control contaminated sites that pose a threat to the 
public health or the environment. Targets have been set for implementation of 
program initiatives necessary to ensure that by the year 2000, corrective actions will 
be underway at all sites which pose an imminent or substantial threat to the public 
health or the environment. The plan calls for subdividing the list of contaminated sites 
(presently over 1,500) into action categories ranging from "immediate action/imminent 
threat" to "no further action/no threat." Existing staff will focus on the enforcement of 
responsible party cleanup actions at sites considered to pose an imminent or 
substantial threat to public health or the environment. Sites of lower risk will be placed 
in a separate category which will be address with an emphasis on voluntary cleanup.
A "certified service provider" program is proposed that will shift much of the voluntary 
compliance work to the private sector with DEC oversight.

Although the Response Fund has not been the funding source for the Underground 
Storage Tank (UST) program, it is a valuable program that significantly affects pollution 
prevention and response. Federal regulations require that new underground storage 
tank installations meet national standards and that tanks already in operation phase-in 
to meet those standards. Additionally, each facility must show they have some form of 
financial responsibility in the event of a spill and must follow standard procedures for 
reporting and cleaning up of oil spills. State law and regulations mirror the federal 
program, but also established the State Storage Tank Assistance program which offers 
grants and loans to owners and operators of UST facilities to test, cleanup, upgrade 
and close their facilities. The process of grant applications has recently been 
streamlined to expedite grant dollars to the owners/operators for upgrading/closing 
existing tanks, cleaning up leaking tank sites, and performing tests which will allow 
them to obtain insurance for financial responsibility requirements. As of December 1, 
1992, a total of 523 grants have been encumbered for a total of $5,554,177. There are 
51u applications still on file requesting $26,037,766 for which funds of $5,089,056 are 
currently available. The application sunset for financial assistance is June 30, 1994; 
however, funding may be made available after that time by the Legislature to provide . 
financial assistance to owners/operators. DEC has been pursuing program delegation 
from the Environmental Protection Agency (EPA). DEC will be doing an impact 
analysis of enforcement programs on small facilities and facilities in remote locations



that provide essential public safety services before going forward with program 
delegation.

In answer to the question posed several pages ago, DEC has continued to make 
improvements in its programs funded by the Response Fund. There is much more 
work to do, but we must continue forward progress and make improvements to the 
State’s capability to prevent and respond to hazardous substance incidents.



Section IV. FY92 ALLOCATIONS

DEC was appropriated $28,500,000 in FY 92 from the oil surcharge account and 
$30,094 from the mitigation account.

DEC
State and Regional Contingency Planning $365,900
Spill Prevention, Response, Planning, et. al. $4,582,000
State Emergency Response Commission $329,900
Local Emergency Planning Committees $900,000
Response Office, Depots, and Corps $2,453,400
Hazardous Substance Spill Technology Review Council $236,800
Site Investigation, Safety, Cleanup, and Cost Recovery $3,396,200
Kenai Cleanup Project $807,000
Exxon Valdez-Spill Cleanup $3,954,400
Exxon Valdez-Assessrnent and Restoration $12,474,400
Exxon Valdez-Litigation $3,653,100
Arctic Marine Resources Commission SIP'1 r>00
Spill Reserve $12,62. j 0

Prince William Sound Regional Citizens' Advisory Council $175,000
Completion: Non-crude Oil Tanker/Barge Study $30,000

Other Agency
Advisory Council/ Transportation of Oil/Hazardous Substances $239,800
Fund Transfer to Legislative Council $237,300
Ferries with Oil Spill Response Ability  $500,000

Total Appropriated from Fund $47,062,600

Tables are provided at the end of this report with additional financial data as follows:

Table 1: FY92 Expenditures and Obligations
Table 2: June 30,1992 Response Fund Balance Sheet
Table 3: Summary of Funding Sources and Deposits
Table 4: Mitigation Account Summary
Table 5: FY93 Allocation Summary
Table 6: Community Involvement Summary
Table 7: FY 92 Contractual Payments Exceeding $20,000
Table 8: FY92 Purchases Exceeding $10,000
Table 9: DEC Personal Services Expenditures
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Section V. FY 92 PROGRAM ACCOMPLISHMENTS

A. State and Regional Contingency Planning

The State Oil and Hazardous Substance Discharge Prevention and Contingency 
Master Plan relies on the State’s Incident Command System for directing State 
agencies that are responsible for responding to an oil or hazardous substance release. 
This plan was reviewed by the Emergency Response Committee (ERC) of the State 
Emergency Response Commission (SERC). The Department e.lensively revised the 
ICS described in the Master Plan based on the recommendations of the ERC and an 
ad hoc ICS Working Group.

$300,000 was allocated to hazards analyses projects undertaken by Local Emergency 
Planning Committees. Additional hazards studies for areas outside of approved Local 
Emergency Planning Districts will be conducted during FY 93. When completed, these 
studies will form the basis for developing regional response plans.

B. Spill Response. Containment. Safety. Cleanup and Cost Recovery 

Discharge Prevention and Contingency Plan Review:

AS 46.04.030 requires DEC to review and approve spill prevention and contingency 
plans for oil terminals, pipelines, tank vessels, barges, and oil and gas exploration and 
production facilities. The Department routinely reviews each of the approximately 200 
plans once every three years. These plans cover approximately 400 individual vessels, 
barges or facilities. Response funds in this allocation are used for all plan reviews 
conducted by DEC.

Financial Responsibility:

AS 46.04.040 requires DEC approval of a regulated operation’s proof of financial 
responsibility. Financial Responsibility Program staff reviewed approximately 350 
accounts and responded to hundreds of additionai requests for technical assistance 
and other information about the program.

Oil and Hazardous Substance Pollution Control Regulations:

New oil pollution control regulations implementing HB 567 (chapter 191 SLA 1990) 
became effective in FY92. The regulations describe new contents requirements and 
planning standards for oil discharge prevention and contingency plans, and the 
documentation and amounts required for DEC approval of proof of financial 
responsibility. The new regulations required each operator to submit a revised
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prevention and contingency plan to DEC by August 12, 1992. DEC also developed 
detailed guidelines to accompany the new regulations that facilitate plan preparation 
and standardize Department review procedures. The guidelines were completed in 
P/92 and distributed to all planhciders.

Inspections and Discharge Exercises:

DEC annually inspects approximately 100 regulated facilities and 100 tank vessels or 
oil barges. This aiiocation funds the Department’s inspection and spill drill program to 
verify the effective implementation by industry of their prevention and contingency 
plans.

Non Catastrophic Response:

Work continued to streamline the administrative procedures by which the State could ■ 
hire Response Action Contractors to respond on the State’s behalf to oil or hazardous 
substance releases. Investigation began into the feasibility of the State contracting 
with established Cleanup Cooperatives for additional response capabilities in the event 
that the State had to take over the management of a large sp»!’ 'release. The Central 
office, with the support of the Regions, revised and improved the Departments spill 
notification procedures, establishing the Situation Report (SITREP) form and format. 
Response staff are being educated on the necessity to share spill information and 
when to escalate response actions for additional assistance. Safety issues are being 
stressed to the mid and upper level managers as reminders of the inherent dangers 
when dispatching personnel to hazardous or unknown situations.

Spill notifications with other State and Federal agencies remained a priority with 
investigation into the possibility of establishing an electronic link up to the U.S. Coast 
Guard and the Environmental Protection Agency.

State On Scene Coordinator positions and regional geographic boundary descriptions 
were defined, eliminating questions on overlapping jurisdictions.

C. State Emergency Response Commission fSERCI

The State Emergency Response Commission (SERC) is responsible for overseeing the 
development of state and local response plans for oil and hazardous substance 
releases (AS 46.13.040). The SERC held four quarterly meetings during FY 92.

The first SERC report was completed covering the period 1987-1991. The report 
contains a brief description of the program, and a comparative analysis of the state 
[AS 46.13] and federal laws [SARA Title III].
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D. Local Emergency Planning Committees (LEPC1

Two new LEPCs were appointed by the SERC during FY 92, bringing the total number 
of approved LEPCs to twelve.

i

$600,000 in funding was awarded to Local Emergency Planning Committees and 
communities forming LEPCs. These funds were used for LEPC formation, LEPC 
operations, conduction of a hazards analysis, and development of local response 
plans for oil and hazardous substances.

Two statewide LEPC meetings were held in conjunction with the third and fourth 
quarter SERC meetings. Approximately fifty representatives from approved LEPCs 
and Local Emergency Planning Districts which received state funds attended each 
meeting. The meetings have enhanced communication between' program staff and 
LEPCs, and between the SERC and LEPCs.

Hazards Analysis projects were started for ten Local Emergency Planning Districts. 
These studies focus on Extremely Hazardous Substances (EHS) as defined in federal 
law. Local Emergency Planning Committees will use the results in developing local 
response plans for potential hazardous substance releases. In addition, the results of 
the studies will provide useful information for policy decisions made by the SERC and 
DEC related to hazardous substance release prevention and response. The 
Department will continue the Hazards Analysis project during FY 93 in other areas of 
the state.

E. Response Office Depots and Coros

The Spill Response Office (SRO) continued a rigorous training regiment 
in order to become the highly trained oil and hazardous substance spill experts 
envisioned by the legislature. SRO staff attended numerous advanced and highly 
technical training courses and spill response drills throughout the United States and 
Canada. SRO drafted a spill response manual as a cornerstone for training the 
Department’s district and regional response positions. Basic training requirements 
were established and a database program instituted to track and maintain training 
records.

SRO safety and training staff conducted numerous refresher and training courses 
which included an eight hour HAZWOPER refresher course for 130 Department staff, 
seven state personnel from the Departments of Fish and Game and Natural 
Resources, and 35 industry personnel associated with Exxon Valdez cleanup activity. 
Respirator fit test were administered to 133 DEC staff and 30 Fairbanks firefighters.
An Incident Command Training (ICS) course was developed and given to 87 DEC 
personnel. Departmental community involvement training situations included two 
waste water operators courses given to 55 Kenai Borough personnel detailing safe



handling practices for Chlorine and confined space hazards.

A response gear inventory database program was also established to track and 
maintain condition and location summaries of all of the Department’s growing spill 
response equipment inventory.

F. Hazardous Substance Spill Technology Review Council

The State Hazardous Substance Spill Technology Review Council (HSSTRC) exists 
within the SERC, and is responsible for recommending containment and cleanup 
products and procedures for responding to arctic and subarctic hazardous substance 
releases (AS 46.13.110). The Council held four formal quarterly meetings and one 
conference call during FY92. Draft technology protocols were developed and 
submitted to national and international organizations for public review and comments. 
An annuel report was published by the Council indicating research priorities. During 
FY92, DEC staff assigned to the HSSTRC obtained membership to and attended the 
American Society for Testing Materials for F20 Committee on Hazardous Substance 
and Oil Spill Response meetings. The staff alsc continues to maintain a 
vendor/produce database and manages oil and hazardous substance technology 
information for the HSSTRC and DEC.

G. Contaminated Site Investigation. Sa.etv. Cleanup, and Cost Recovery

The Contaminated Sites Program investigates sites contaminated with oil or hazardous 
substances and directs cleanup efforts by responsible parties or DEC term 
contractors. Response Funds are used to hire contractors to investigate and cleanup 
sites when the responsible party is unable or unwilling to respond. In FY92, DEC had 
under contract three cleanup contractors and four site assessment contractors. A 
total of 13 contracts in excess of $1,000 each were issued to these contractors in 
FY92 for a total expenditure of $394,000.

Five of the 13 contracts were funded from the spill reserve account. These contracts, 
for a total of $103,400, were for work performed at Benny Benson Lagoon, Aniak Lift 
Station, Cinnabar Loop, Child’s Pad, and Wendell Street cleanup. Each of these sites 
are described in Appendix A.

Ten other DEC Term Contracts were funded from the contaminated sites non­
operating response funds. A description of the site work associated with each of 
these sites is provided in Appendix B. An eleventh contract, separate from the term 
contracts, was funded for $77,000 to assess the impact of air pollution from the Alaska 
Pulp Corporation facility in Sitka. Additional background information on this project 
can also be found in Appendix B.

FY92 Response Funds were also used to manage and monitor response efforts of

12



responsible parties. Under this funding, DEC staff provided oversight of over 200 
responsible party cleanup actions. The Department of Law was also provided 
Response Funds for cost recovery and site investigation activities.

The contractual work with Shannon & Wilson to develop a contaminated site database 
and Alaska Hazard Ranking Model was completed in FY92, with a final payment of 
$30,100. The final report contained site information and hazard ranking scores for 905 
sites. Response Funds were also used for DEC staff to continue the site ranking 
process in an effort to complete ranking of all the contaminated sites on the database. 
Additionally, over 400 new sites were added to the list of statewide contaminated sites 
in FY92.

Other major accomplishments by Contaminated Sites staff funded by Response Funds 
include: updating guidelines for cleanup of contaminated soils; developing guidance 
for home heating oil tank owners to address tank leaks; drafting and receiving funding 
for an Interagency Memorandum of Agreement for cleanup of state-owned 
contaminated sites; and development of systematic program elements for the 
Contaminated Sites Program.

H. Kenai Cleanup Project

The purpose of the Kenai Cleanup Project is to implement an intensive effort within the 
Kenai Peninsula Borough to investigate and cleanup hazardous substances spilled in 
large part as a result of past industrial practices. Created in May 1988, the project 
was originally funded out of a separate legislative appropriation obtained through the 

• capital project budget process. Since FY91, the project has been funded through the 
Response Fund.

FY92 expenditures supported legal assistance to the Kenai Cleanup project from the 
Department of Law. Response funds were also used by DEC for the cleanup of 
contaminated sites where the responsible party was not known, unable, or unwilling to 
respond (Appendix C), and for DEC’S oversight o f over 100 responsible party 
cleanups.

I. Exxon Valdez Cleanup

This allocation funded the Department's FY92 cleanup effort in Prince William Sound. 
During FY92 DEC maintained the Oil Spill Response Center (OSRC) in Anchorage. 
Reimbursable Service Agreements (RSAs) were issued to other State agencies for 
either participation or support functions. The Departments of Fish and Game and 
Natural Resources have specific statute authority requiring their involvement in the 
cleanup process.

FY92 was the last year of major cleanup activities. The final comprehensive shoreline
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monitoring work was completed in late June, science projects were brought to a close 
with samples sent to laboratories for analysis, and major efforts were centered upon 
completing reports and making them available to the public. Eleven stations in Prince 
William Sound were identified as locations for long term monitoring of Exxon Valdez oil 
spill contaminated sites. The process of classifying all records accumulated during the 
spill was begun. The OSRC staff worked closely with the Department of Law in 
providing information for litigation.

RSA#1820019 FY92 Department c '  visportation and Public Facilities, M & O 
Southcentral District

Environmental Conservation leased a building containing a laboratory facility with 
water, sewer, electricity, trash removal, heat, and snow removal. The RSA amount is 
$24,000, there were no amendments.

As this was an RSA for space rental and no projects for Exxon Valdez oil spill 
remediation were involved we did not require a breakdown of the expenditures by the 
receiving department. It is noted all of the funds were placed in the contractual line. 
The laboratory was turned back on 
June 30 1992.

RSA#1825006 FY92 Department of Military and Veterans Affairs, Division of 
Emergency Services

Funds were made available in the amount of $5,100 for the final Exxon Valdez 
closeout activities of the Division. They were intended for repair, shipping, packaging, 
and storage of equipment issued to Environmental Conservation and related agencies 
during the oil spill. Emergency Services was able to accomplish these activities 
without charging against the RSA. A closeout RSA is in process at this time. There 
were no amendments to this RSA.

RSA#1825007 FY92 Department of Administration, Division of Telecommunications

The Division of Telecommunications used this funding ($71,332-actual expenditures 
$71,191) to maintain the VHF radio system in Prince William Sound and to close down 
the system after our response activities were completed. Their support was excellent, 
we had radio support whenever it was needed. A closeout RSA is in progress.

Personal Services

02N361 Electronic Tech. $18,000

14



Contracts > $20.000

Reported in RSA#1321000.

Purchases > $10.000

Reported in RSA#1821000.

RSA#1820018 FY92 University of Alaska Fairbanks, Institute of Northern Engineering

This RSA provided funds ($31,747 payments of $31,747 made) to the University of Alaska to 
study the presence of hydrocarbons and hydrocarbon-degrading microbes in selected 
shorelines and shallow subtidal sediments. A determination was to be made to ascertain if 
the addition of fertilizer would be of continuing benefit to hydrocarbon-degrading microbes. 
The work was completed timely and the RSA closed.

J. Exxon Valdez Assessment & Restoration

The bulk of the funds for this project were transmitted to the Alaska Department of Fish and 
Game for distribution to State agencies for projects approved by the Exxon Valdez Trustees. 
DEC retained a small portion of the funds, Fish and Game utilized the bulk of the funds for 
its science projects, passing a portion by RSA to the Department of Natural Resources.
This is the last year the natural resources damage assessment and restoration efforts will 
be funded by the Fund, in future years the funding source be the Exxon Civil Settlement 
monies.

RSA# 1820015 FY92 University of Alaska Fairbanks, Institute of Marine Sciences

This RSA provided funds ($14,000--payments of $8416 have been made) to the University 
of Alaska to conduct a study of sediment grain size. This work is part of a larger project 
that studies the rate of settling of small sediments and the presence of oil in the water 
column. The work was completed timely. This RSA will be closed after receipt of a final 
billing.

RSA# 1821000 FY92 Department of Fish & Game, various divisions

This RSA provided the Department of Fish & Game with funds ($11,947,300-payments to 
date $6,306,190) to participate in the restoration of those portions of Prince William Sound 
and the Gulf of Alaska affected by the Exxon Valdez oil spill. Some funds were passed on 
to the Department of Natural Resources via RSA.

Personal Services

See appendix F

17



Contracts > $20,000

Univ. of Washington Fisheries study $ 48,000
Univ. of Calif.-Davis not stated 162,000
Dept, of Nat. Res. Restoration work 366,478
Dept, of Nat. Res. Archaeology 473,246
Dept, of Nat. Res. Mapping services 583,338
UAF Subtidal Study #  2 372,800
UAF Coastal Hab. study 250,000
UAF Hydrocarbon injury 162,100
UAF Mammal study 40,800
UAF Fish analysis 63,882
Woods Hole Inst. Sample analysis 175,000
NOAA Sample analysis 100,000
Texas A&M Sample analysis 55,000
UC-Davis Sample analysis 157,000
DOL Litigation mgmt. 645,000
F&G-Comm Fish M/V Montague 71,250
F&G-Comm Fish M/V Montague 25,650
UA-SFOS Pink salmon catches 65,162
UA*Arctic Biol. River otter injury 121,951
UA-Marine Sci. Deep water benthos 79,600
Law Litigation mgmt. 75,000
U.of Arizona Sample analysis 25,000
Triton Environ. Incubation exper. 40,000
Dr. Richard Kocan Herring study 45,000
Dr.Jo Ellen Hose Herring study 103,800

Purchases > $10.000

Biosonics & HTI

Surveyors Exchange 
Computerland 
Phoenix Flow Systems 
Wildlife Computers

Fortune Marine 
Ak.Mining/Diving Supp,

Southeast Marine 
Jim Faro
AK Ship Chandlers

Hydroacoustic equip./ 
Feasibility study 
2 GPS Pathfinders 
Computers 
Partec cytometer 
13 satellite depth 
recorders 
Vessel charter 

Hardbottom 
inflatable
5 outboard motors 
Vessel charter 
Boat/motor

$150,000
15,180
23,928
55.000

52,200
100,000

10,764
20.000 
54,000 
41,985
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RSA# 1825025 FY92 University of Alaska Fairbanks, Institute of Arctic Biology

This RSA made available funds ($94,501 -payments made $90,302) to determine the 
numbers of hydrocarbon-oxidizing microorganisms and the oxidation rate potential of 
sediment samples collected. A final report to be prepared discussing the results. This 
study was completed and the final report submitted.

K. Exxon Valdez Litigation

RSA#1825008 Department of Law

This RSA made $3,653,100 available to the Department of Law to provide for the services of 
outside legal counsel necessary to the state to pursue its civil claims against Exxon and 
Alyeska. There was one amendment reducing the RSA by $500,000. There is a similar 
RSA for fiscal year 1993. Legal actions are proceeding appropriately.

No RSA monies were expended for personal services or for purchases over $10,000.

Contracts > $20.000

Preston Thorgrimson Litigation $1,888,096
Quorum Litigation Serv. Litigation support 423,969

c

L. Arctic Marine Resources Commission (AMRC1

The Legislature appropriated $100,000 to fund AMRC through FY 92, with the intent to form 
a Regional Citizens’ Advisory Council for residents of Alaska’s Arctic coastal communities. 
This council would be similar to existing industry-funded councils in Cook Inlet and Prince 
William Sound organized under the federal Oil Pollution Act of 1990. Absent grant authority, 
DEC obtained sole-source authority to provide this funding through a contract with AMRC. 
Contracted services included incorporation and financial organization of AMRC, review of 
Arctic oil exploration and development issues affecting Alaskans, and efforts to secure 
federal and industry recognition and support as an Arctic Regional Citizens’ Advisory 
Council.

M. Prince William Sound Regional Citizens’ Advisory Council. Ballast Water Treatment 
Contract

On December 19, 1991, DEC signed the contract for Scientific Studies with the Prince 
William Sound Regional Citizens Advisory Council (RCACL The contract authorized RCAC 
to retain technical experts of its choosing who would review and evaluate three monitoring 
programs being conducted by DEC at the Alyeska Valdez Marine Terminal. House Bill 75 
appropriated a maximum of $175,000 for disbursement by DEC to RCAC for the
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performance of the studies.

The three DEC programs under review monitor:

•  the influent ballast water to the ballast water treatment facility (BWTF);

•  the treated discharge (effluent) from the BWTF;

•  sediment hydrocarbon chemistry and sediment toxicity in Port Valdez.

Prior to contract negotiations, RCAC published a Request for Proposals, evaluated 
responses and contracted with three environmental consulting firms to perform the work. 
The evaluation of the influent ballast water monitoring program was performed by Beak 
Consultants, Inc. of Kirkwood, WA and the final report was submitted to RCAC on April 30, 
1992. The evaluation of the effluent monitoring program was performed by ISI of Guelph, 
Ontario, Canada and the final report was submitted to RCAC on August 24, 1992. The 
evaluation of DEC’S toxicity monitoring program was performed by Northwestern Aquatic 
Sciences of Newport, OR, and the final report was submitted to RCAC on September 16, 
1992. Invoices received by DEC to date total $78,884 for the three studies. This total 
includes RCAC’s 10% administrative charges.

RCAC technical staff analyzed the findings and recommendations of the studies and 
prepared consolidated recommendations to DEC. These recommendations were received 
by DEC°on December 22, 1992. By DEC’S receipt of the consolidated recommendations, 
the December 19, 1991 contract has been fulfilled. DEC will consider RCAC’s 
recommendations and will determine which of the recommendations should be 
implemented. Decisions on implementation are expected to be made by the end of the first 
quarter of 1993.

N. Noncrude Tanker Study

As requested by the Legislature, during FY91 DEC surveyed the condition of small 
(unregulated) noncrude oil terminal facilities with storage capacity between 5,000 and
10,000 barrels. To assist in the survey, a contract was awarded to ECO Engineering, Inc. 
The report was completed and presented to the Legislature in 1992. The Department 
utilized an additional $27,000 appropriated for FY 92 to expand this survey by including oil 
terminals with capacity between 1,000 and 5,000 barrels. A second contract was awarded 
to ECO Engineering to obtain the data required for this report. A report will be presented to 
the Legislature at the beginning of the 1993 session.

O. Spill Reserve

In FY92 the spill reserve was used to fund expenditures during the Department’s response 
to releases of hazardous substances which posed an imminent threat to public health,



welfare and safety. A total of $71,383 was expended from the Spill Reserve during FY92. A 
description of each site on which more than $1,000 was expended can’be found in 
Appendix A.

P. Other Agency Expenditures

The following information was available regarding other agency spending of Response Fund 
monies through RSAs:

University of Alaska - Research Funding RSA#1820290

Alaska Statute (AS) 46.08.150(3) allows the Oil and Hazardous Substance Response Office 
to enter into agreements with state and federal government agencies, political subdivisions, 
the University of Alaska or other entities to conduct research on topics recommended to it 
by the Hazardous Substance Spill Technology Review Council under AS 46.13.120.

In FY92, a memorandum of agreement was established between the Department and the 
University of Alaska. The agreement has the intent of expanding cooperative research, 
using cost effective solutions to environmental problems. A portion of the funding for this 
agreement is from the Oil and Hazardous Substance Release Response Fund. Use of 
response funds is limited to research. Each project or proposal should be evaluated with 
respect to the future economic viability, method and financing of development. The Council 
will classify projects as "research, development or other". Only those projects classified as 
research will be further reviewed by the Council.

35100,000 was encumbered in a Reimbursable Service Agreement (RSA) with the University 
in FY92. No expenditures have been made.

Department of Law RSA# 1820025

An encumbrance of $358,000 was made with this RSA to the Department of Law for FY92. 
The Contaminated Sites Section (DEC) contributed $100,000 from non-operating funds; of 
this amount, the Kenai Project contributed $40,000 and the Site Investigation Project 
contributed $60,000. The SPAR Director’s Office contributed $8,000 and the remaining 
$250,000 was from Spill Prevention, Planning and Management.

The funds were primarily used to support legal services required at thirty-five separate 
cleanup sites. Examples include the Forward Pad Hazardous Substance cleanup on the 
North Slope, the Skagway Lead Contaminated Cleanup, the Chevron Bulk Plant oil 
contamination cleanup in Valdez, the Orca Cannery oil contamination cleanup in Cordova, 
the Marathon/Trading Bay Facility oil contamination cleanup in the Kenai Borough, and the 
Port of Anchorage contamination assessment.

The funds were also used to a lesser extent to answer policy questions related to strict
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liability and lender liability as they apply to hazardous substance releases.

In addition, the funds also provided reimbursement to the Department of Law for normal 
state legal expenses following the adoption by DEC of the new Oil and Hazardous 
Substance Pollution Control regulations.

Department of Natural Resources RSA#1820154

The Alaska Department of Natural Resources (DNR) received Response Fund support 
under an RSA in the amount of $23,900 to perform tasks under two projects, as follows:

Industry Contingency Planning:

DNR began drafting guidelines for review of industry contingency plans. DNR reviewed 
several industry contingency plans, focusing on oil industry exploration and development 
projects. Industry contingency plan review also focused on protection or cleanup of 
historic, archeological or cultural sites. DNR staff participated in meetings of several major 
planning groups, including the Regional Citizens’ Advisory Councils for Cook Inlet and 
Prince William Sound, and several private cleanup organizations.

State and Regional Contingency Planning:

DNR participated in meetings of the SERC. Staff commented on drafts of the State's master 
contingency plan. DNR participated in meetings of the State Damage Assessment and 
Restoration Planning Subcommittee and submitted draft materials to the Department of Law 
on federal Natural Resources Damage Assessment regulations. DNR monitored activities of 
the Alaska Regional Response Team and its Response Technology Working Group.

Department of Fish and Game RSA#1825010

The Alaska Department of Fish and Game (ADF&G) received Response Fund monies under 
an RSA to perform tasks under two projects, as follows:

Industry Contingency Planning:

ADF&G developed internal contingency plan review booklets, reviewed and commented on 
29 oil spill contingency plans, monitored the progress of Alyeska activities being conducted 
under the 1991 Trans-Alaska Pipeline System contingency plan, and made 
recommendations to DEC regarding implementation of contingency plan improvements. 
ADF&G participated in six spill response drills to test the provisions of industry contingency 
plans.

ADF&G participated in major planning forums: the Prince William Sound Steering 
Committee, Alyeska Pipeline Service Company pipeline committee, Cook Inlet Spill
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Prevention and Response Inc. committees, and the Prince William Sound and Cook Inlet 
Regional Citizen’s Advisory Councils. ADF&G represented state interests on the federal 
Alaska Regional Response Team working groups related to wildlife protection and response 
technology.

Personal services were paid as follows:

PCN 6102 
PCN 6061 
PCN 6010 
PCN 6041 
PCN 6064 
PCN 6104 
PCN 6060 
PCN 6048 
PCN 6036 
PCN 6027 
PCN 6008 
PCN 6138 
PCN 6136 
PCN 6110 
PCN 6007 
PCN 6087 
PCN 6128 
Total

State and Regional Contingency Planning:

ADF&G participated in meetings of the SERC and SERC committees. ADF&G commented 
on drafts of the state master contingency plan and completed the draft environmental 
sections of the Arctic and Interior regional plans. Staff chaired meetings of the Damage 
Assessment and Restoration Planning Subcommittee and submitted draft materials to DEC 
on Natural Resource Damage Assessment (NRDA) issues and tasks necessary to initiate 
and NRDA program.

Personal services were paid as follows:

PCN 6102 $7,282
PCN 6041 26,480
PCN 6064 8,094
PCN Lo48 1,819
PCN 6008 1,837
PCN 6124 545

$20,276
5,694
2,365

15,748
15,319
7,955
6,189
2,019
2,096

977
1,008

205
467
165
155
158
338

$81,136
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PCN 6007 252
PCN 6027 292
PCN 6136 224
PCN 6098 263
PCN 6028 159
PCN 6138 132
Total $47,380

Department of Military and Veterans Affairs RSA#1895000

DEC entered into an Reimbursable Services Agreement (RSA) with the Department of 
Military and Veterans Affairs, Division of Emergency Services (DES) for $2,000,000 (two 
million) dollars for FY92 activities associated with development of Oil Spill Response Depots 
and Corps.

The RSA was later amended to reduce the amount by $300,000.00, providing funding to 
DEC to conduct a statewide hazards analysis necessary in the decision making process for 
locating response depots and corps. Before locations for depots can be designated in the 
State Master Plan, there must be a process accomplished -- "a hazards analysis" -- that 
identifies the hazards in the State, by areas; identifies vulnerabilities, by areas; and 
evaluates risks taking into account existing capabilities, by area, to respond to those 
potential hazards. Once the hazards analyses are done for areas around the State, a 
statewide database will be formed, a priority ranking developed to identify the areas of 
greatest need; a. .d depots established to meet those needs.

Of the remaining amount, $1,700,000.00, DES spent or obligated $1,638,870.99 and 
$61,120.01 lapsed returning to the available balance in the Response Fund.

Personal Services:

Personal Services were paid to DES staff as follows:

PCN 0220 Chief of Logistics $70,166
PCN 0218 Planner III 55,322
PCN 0112 Storekeeper 45,849
PCN 0185 Haz Mat/Emergency Specialist 50,338
PCN 0219 Accounting Clerk III 35,631
PCN N069 Clerk Typist II 1,706

ASEA Legal Trust 159
Total $259,171

Contracts > $20.000

A contract was issued to Incident Management Associates for development of
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Incident Command Systems and associated training. The contract was nitially 
issued for $85,000 and later amended to increase this amount by $14,000 to 
$99,000.

A contract was issued to SPYDR C-4-1 Management Company for $24,720 to 
provide the initial high level design for the Advanced Integrated Incident Management 
System (AIIMS).

Purchases > $10.000

No individual items were purchased with a cost greater than $10,000 other than 
components of the communications system described below.

Equipment Purchases

With the exception of communications equipment detailed separately, equipment 
purchases were limited to computer equipment required for data processing and 
administrative work.

Description Cost

Macintosh Quadra 950 Computer $6,839
Tektronix Phaser II Printer 6,576
Apple Mac Color Monitor 3,162
Compaq 386/25E Computer 5,298
Compaq VGA Color Monitor 436
Okidata 390 + Printer (3) 1,198
Compaq Amber Monitor 94
Compaq 386/33L Computer 9,498
Compaq VGA Monochrome Monitor 189
Cabletron 12 Port T-Hub 1,445
Unison Monitor 929
Emerald Disk Drive 3,598
External Modem 171
3270 Emulator Software 439

The following projects were initiated during FY92 using funding provided through this RSA. 

Incident Command System Training:

The Incident Command System development and training conducted under the contract 
with Incident Management Associates provided training in the following concentrations:



Gourse Number Trained

Introduction to Incident Command Systems 35
Command Section Training 17
Operations Section Training 19
Planning Sections Training 20
Logistics Section Training 25

Course rosters are available for each class.

Oil and Hazardous Substance First Responder Training:

This project was designed to improve the capability of local first responders to respond to 
an oil or hazardous substance release and was administered through the Local Emergency 
Planning Committees (LEPCs). Based on local hazards, LEPCs selected the types of oil 
and hazardous substance releases their first responders might be confronted with in their 
immediate areas. To meet the training needs, RSAs were entered into with the University of 
Alaska - Fairbanks and Southeast, Mining and Petroleum Training Services and Alaska Fire 
Service Training Services to provide training.

Training was provided that addressed the following specific topics:

First Responder Awareness 
First Responder Operations 
Haz Mat Technician 
Decontamination
Incident Command System (Introduction and Advanced)
Liquid Petroleum Gas

Below is a listing of the number of first responders receiving training and the approximate 
cost of that training by LEPC:

LEPC Number Trained Cost

Fairbanks 450 $52,000
Anchorage 35 16,100
Sitka 90 39,484
Kenai 40 34,289
Juneau 120 38,500
Kodiak 90 21,000
Mat-Su 140 15,008
Ketchikan 90 30,000
Yakutat 4 17,616
NW Arctic 60 18,375
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Communications System:

Once completed (December 1993) this package will permit emergency responders to 
deploy into the field with a complete communications package. They will be able to talk to 
their home office, send facsimile traffic, communicate via hand held radios with other field 
staff, aircraft and ships in the area. In addition, field staff will be able to transmit and receive 
video information while in the field.

Finances supporting this package were obtained from two sources. $800,000 was 
committed from this RSA and matched with federal dollars. To date, approximately 
$910,000 has been obligated and the balance will be obligated over the next six to twelve 
months.

Funds have been obligated for the following:

Description Cost

VHF Radios (40) $28,134
Voice/ Facsimile Port Module (16) 18,016
Variable Rate Satellite Modems (4) 31,112
Video Teleconferencing Unit (2) 106,236
Field Video Teleconferencing Unit (2) 50,690
Transportable Antenna System (2) 89,528
Satellite Earth Station Antenna System(2) 191,416
Transportable Earth Station (2) . 70,526.00
Satellite Terminal Transceiver (2) 29,100
Modular Satellite Terminal Transceiver (2) 122,100
Hand Held Portable Radios (4) 2,694
Telephones with Deployable Units (96) * 26,732
VHF Suitcase Repeaters (4) 38,243
In Focus System Panel and Case (1) 5,683
Personnel and Technical Contracting 100,000

In addition, funds totalling $32,500 were granted to the Alaska Public Radio Network (APRN) 
to establish a portable satellite uplink. APRN will participate in emergency communications 
exercises and provide substantive support as may be included in the State Emergency Plan 
in response to actual emergencies.

State Emergency Response Commission:

A total of $8,781 was spent on State Emergency Response Commission (SERC) activities.
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Expenditures were limited to travel and per diem.

Geographic Information System:

A total of $2,285 was spent on items related to Geographic Information Systems (GIS). As 
noted above, a contract was issued to SPYDR C-4-1 Management Company for $24,720 to 
provide the initial high level design for the Advanced Integrated Incident Management 
System (AIIMS). This system is not a GIS.

Department of Administration RSA#1821006 '

The Department of Administration, Division of Risk Management received $21,554 through 
an RSA to provide insurance coverage for ernpbyees who travel on aircraft charters. This 
expenditure was a direct result of increased air travel due to the Exxon Valdez Project.



Tablo 1
FYC2 EXPENDITURES AND OBUGATIONS

Totar 
Expended &

CURRENT YEAR AUTHORIZATION Authorized Expended Obligated Oblloated
[Note 1]

DEC
State and Regional Contingency Ptannlng 365.9 197.1 64.1 261.3
Spill Prevention, Response, Planning, e t  at. 4.562.0 3,846.2 498.6 4,344.8
State Emergency Response Commission 329.9 257.0 11.5 268.5
Local Emergency Planning Committees 900.0 575.2 324.2 899.4
Response Office, Depots, and Corps 2,453.4 863.6 1,496.8 2,360.4
Hazardous Substance Spill Technology Review Co 23d.8 112.4 106.2 218.6
Site Investigation, Safety, Cleanup, and Cost Reco 3,396.2 1,036.5 639.1 1,675.6
Kenal Cleanup Project 807.0 458.0 210.0 667.9
Exxon Valdez-Splll Cleanup 3,954.4 2,337.3 418.9 2,756.1
Exxon Valdez-Assessment and Restoration 12,474.4 6,654.4 3,830.0 10,484.4
Exxon Valdez-Utigation 3,653.1 1,576.9 1.571.4 3,148.3
Arctic Marine Resources Commission 100.0 100.0 100.0
Spill Reserve 12,627.4 71.4 75.3 146.7
Prince William Sound Regional Citizens’ Advisory 175.0 57.2 117.8 175.0
Completion: Non-crude Oil Tanker/Barge Study 30,0 29.9 29.9

Other Aaencv
Advisory Council/ Transportation of Oil/Hazardous 239.8 120.3 120.3
Fund Transfer to Legislative Council 237 3 237.3 237.3
Ferries with Oil Spill Response Ability 500.0 102.4 157.8 260.2

Subtotal Current Year 47,052.6 18,633.1 9,521.7 28,154.8

PRIOR YEAR AUTHORIZATION

DEC
•

Oil/Hazardous Substance Release Responses (99) (9.9)
Oil Spill Contingency Plars/Requirements 84.2 15.0 99.2
State & Regional Contingency Plan 26.4 5.0 31.4
Response Office, Depots & Corps 261.5 261.5
Spill Response Drills 105.7 105.7
Spill Response, Containment, et.al. 388.4 71.0 459.4
Exxon Valdez Project 1,123.8 309.4 1,433.2
Kenal Clean-up Project 97.9 97.9
Site Investigation, et.al. 225.9 13.1 239.0

Other Aaencv
Oil Spill Contingency Plans/Requirements 59.4 59.4
Natural Resource Damage Assessment 1,358.4 1,358.4

Subtotal Prior Yoar 3,662.3 472.9 4,135.2

Grand Total FY 92 47.062.6 22,295.4 9,994.6 32,289.9

Noto 1: Obligations have been reduced by any overobligated amounts on Reimbursable 
Services Agreements.



Table 2
OIL & HAZARDOUS SUBSTANCE RELEASE RESPONSE FUND

Balance Sheet 
June 30,1992

Juno 30,1092 June 30,1991
Assets

Cash
Accounts Receivable

Total Assets

Liabilities

Payroll Exceptions 
Accrued Payable 
Warrants Outstanding

Total Liabilities

Fund Balance

Reserve for Encumbrances 
Reserve for PY Authorizations 
Reserve for Restricted Revenue (Note 1) 
Unreserved

Total Fund Balance

Total Liabilities and Fund Equity

33.062,827.01 29,433,414.35
2,339,939.90 2,897,387.47

35,402.766.91 32,330,801.82

0.00 (13,857.66)
1,082,600.16 1,100,824.08

275,408.17 299,110.37

1,358,008.33 1,386,076.79

13,911,537.91 10,910,943.35
* 1,822,446.72 •117,748,29

(5,641,109.99) 0.00
23,951,883.94 19,916,033.39

34,044,758.58 30,944,725.03

35,402,766.91 32,330,801.82

Note 1: The Reserve for Restricted Revenue represents the uncollected revenue estimate balance for
Appropriation #  42895-92, which la an RSA between AD EC and the Department of Fish & Game. 
Both tho requesting and the servicing agency's appropriations report to the Oil and Hazardous 
Substance Release Response Fund.





TABLE 4

Summary of Rovenua by Type 

Site

ClUgold: Settlement

Wendell S t: Settlement

SSNoordam: Cost Recovery

Sitka AJr Monitoring: Interest

Tuboscope: Penalty/Rne

Unlsea Facility: Penalty/Rne

M/V Atlantic Seahorse: Penalty/Rne

Lorrta B/Steolhead: Settlement

F/V Skagit Eagle: Penalty/Rne

Alaska Pulp Co.: Settlement

Exxon: Settlement (Asaessment/Utlgation)

Poppy Lane: Settlement

Chevron Bulk Plant, Vald**: Settlement

Benny Benson: Cost Recovery

Cominco (Red <jog M ine): Air Pollution Rne

Total

FY 92 Mitigation Account Summary 
(In Thousands)

Coat
Recovery Penalty Settlement Interest Total

14.4 14.4

27.7 27.7

16.5

8.2 3.2

5.4 5.4

13.2 13.2

3.5 3.5

29.0 29.0

4.0 4.0

7.0 7.0

3,954.0 3,954.0

275.0 275.0

100.0 100.0

29.6

10.0 10.0

*6.1 36.1 4,407.1 8.2 4,497.5
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TABLE 5

Summary oi FY 93 Appropriations 

(In Thousands)'

Appropriations From the Rssponse Fund 

DEC
Spill prevention planning and management 6,021.2

State Emergency Response Commission 350.8

Local emergency planning committees 1,200.0

Spill Response Office 1,318.1

Division of Emergency Services/Response 800.0

Depots and Corps

Hazards Analysis 177.3

Geographic Information System 689.3

Contaminated Sites Program 3,528.6

Exxon Valdez Litigation 2,968.0

Exxon Valdez Cloan-up and Cost Recovery 350.0

Arctic Marine Resources Commission 100.0

Spill Reserve 23,656.7

Nearshore Strike Team Damonsuc'lon Projects 1,200.0

Hazardous Substance Spill Technology Review Council 420.0

Extend to FY 93 the FY 92 Allocation for Site 1,582.7

Investigation, Safety, Cleanup, and Cost Recovery

OTHER AGENCIES

Citizens' Oversight Council on Oil and Other Hazardous Substances 237.3

Alaska Marine Highway System Vessel Replacement Fund 7,500.0

Mt. Edgecumbe-Contaminaied Site Cleanup (DOE) 430.0

Peninsula Greenhouse, Soldotna-Conlamlnated Site Cleanup (DNR) 178.0

Forward Pad-Contaminated Site Cleanup (ONR) 490.0

Chltds Pad-Contaminated Site Cleanup (DNR) 300.0

Tok River Campground-Contaminated Site Cleanup (DNR) 38.0

Boniface/Northern Lights. DeBarr-Contaminated Site Assessment (DCT/PF) 250.0

DOT/PF Maintenance Station, Soldotna-Contaminatod Site Cleanup (COT/PF) 157.0

Extend to FY 96 the FY 92 Appropriation for Ferries with Oil Spill Response Capability (DOT/PF) 239.8 

Chatham Strait Fish Company, New Chenega-Contamlnated Site Cleanup (DCRA) 30.0

Soldotna Fire T.ainlng-Contaminated Site Cleanup (UAA) 320.0
Trial Appropriated From Fund For FY 1993 54,532.8

Appropriated to Response Fund

From General Fund 27,000.0
July 1,1992 Balance of Mitigation Account Fund 1 823.3

Total Appropriated to Fund for FY 1993 28,823.3

Unreserved Fund Balance (Table 2) 23,951.9
Total Available to Appropriate 52,775.2
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