
 

ATTACHMENT 1  
AS 38.05.180(j) 

AS 38.05(j) The Commissioner 

(1) may provide for modification of royalty on individual leases, leases unitized as 
described in (p) of this section, leases subject to an agreement described in (s) or (t) of 
this section, or interests unitized under AS 31.05 

(A) to allow for production from an oil or gas field or pool if 

(i) the oil or gas field or pool has been sufficiently delineated to the satisfaction of 
the Commissioner; 

(ii) the field or pool has not previously produced oil or gas for sale; and 

(iii) oil or gas production from the field or pool would not otherwise be 
economically feasible; 

(B) to prolong the economic life of an oil or gas field or pool as per barrel or barrel 
equivalent costs increase or as the price of oil or gas decreases, and the increase or 
decrease is sufficient to make future production no longer economically feasible; or 

(C) to reestablish production of shut-in oil or gas that would not otherwise be 
economically feasible; 

(2) may not grant a royalty modification unless the lessee or lessees requesting the 
change make a clear and convincing showing that a modification of royalty meets the 
requirements of this subsection and is in the best interests of the state; 

(3) shall provide for an increase or decrease or other modification of the state's 
royalty share by a sliding scale royalty or other mechanism that shall be based on a 
change in the price of oil or gas and may also be based on other relevant factors such as a 
change in production rate, projected ultimate recovery, development costs, and operating 
costs; 

(4) may not grant a royalty reduction for a field or pool 

(A) under (1)(A) of this subsection if the royalty modification for the field or pool 
would establish a royalty rate of less than five percent in amount or value of the 
production removed or sold from a lease or leases covering the field or pool; 

(B) under (1)(B) or (1)(C) of this subsection if the royalty modification for the field 
or pool would establish a royalty rate of less than three percent in amount or value of the 
production removed or sold from a lease or leases covering the field or pool; 
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(5) may not grant a royalty reduction under this subsection without including an 
explicit condition that the royalty reduction is not assignable without the prior written 
approval, which may not be unreasonably withheld, by the Commissioner; the 
Commissioner shall, in the preliminary and final findings and determinations, set out the 
conditions under which the royalty reduction may be assigned; 

(6) shall require the lessee or lessees to submit, with the application for the royalty 
reduction, financial and technical data that demonstrate that the requirements of this 
subsection are met; the Commissioner 

(A) may require disclosure of only the financial and technical data related to 
development, production, and transportation of oil and gas or gas only from the field or 
pool that are reasonably available to the applicant; and 

(B) shall keep the data confidential under AS 38.05.035 (a)(9) at the request of the 
lessee or lessees making application for the royalty reduction; the confidential data may 
be disclosed by the Commissioner to legislators and to the legislative auditor and as 
directed by the chair or vice-chair of the Legislative Budget and Audit Committee to the 
director of the division of legislative finance, the permanent employees of their respective 
divisions who are responsible for evaluating a royalty reduction, and to agents or 
contractors of the legislative auditor or the legislative finance director who are engaged 
under contract to evaluate the royalty reduction, if they sign an appropriate 
confidentiality agreement; 

(7) may 

(A) require the lessee or lessees making application for the royalty reduction under 
(1)(A) of this subsection to pay for the services of an independent contractor, selected by 
the lessee or lessees from a list of qualified consultants compiled by the Commissioner, 
to evaluate hydrocarbon development, production, transportation, and economics and to 
assist the Commissioner in evaluating the application and financial and technical data; if, 
under this subparagraph, the Commissioner requires payment for the services of an 
independent contractor, the total cost of the services to be paid for by the lessee or lessees 
may not exceed $150,000 for each application, and the Commissioner shall determine the 
relevant scope of the work to be performed by the contractor; selection of an independent 
contractor under this subparagraph is not subject to AS 36.30; 

(B) with the mutual consent of the lessee or lessees making application for the 
royalty reduction under (1)(B) or (1)(C) of this subsection, request payment for the 
services of an independent contractor, selected from a list of qualified consultants to 
evaluate hydrocarbon development, production, transportation, and economics by the 
Commissioner to assist the Commissioner in evaluating the application and financial and 
technical data; if, under this subparagraph, the Commissioner requires payment for the 
services of an independent contractor, the total cost of the services that may be paid for 
by the lessee or lessees may not exceed $150,000 for each application, and the 
Commissioner shall determine the relevant scope of the work to be performed by the 
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contractor; selection of an independent contractor under this subparagraph is not subject 
to AS 36.30; 

(8) shall make and publish a preliminary findings and determination on the royalty 
reduction application, give reasonable public notice of the preliminary findings and 
determination, and invite public comment on the preliminary findings and determination 
during a 30-day period for receipt of public comment; 

(9) shall offer to appear before the Legislative Budget and Audit Committee, on a 
day that is not earlier than 10 days and not later than 20 days after giving public notice 
under (8) of this subsection, to provide the committee a review of the Commissioner's 
preliminary findings and determination on the royalty reduction application and 
administrative process; if the Legislative Budget and Audit Committee accepts the 
Commissioner's offer, the committee shall give notice of the committee's meeting to all 
members of the legislature; 

(10) shall make copies of the preliminary findings and determination available to 

(A) the presiding officer of each house of the legislature; 

(B) the chairs of the legislature's standing committees on resources; and 

(C) the chairs of the legislature's special committees on oil and gas, if any; 

(11) shall, within 30 days after the close of the public comment period under (8) of 
this subsection, 

(A) prepare a summary of the public response to the Commissioner's preliminary 
findings and determination; 

(B) make a final findings and determination; the Commissioner's final findings and 
determination prepared under this subparagraph regarding a royalty reduction is final and 
not appealable to the court; 

(C) transmit a copy of the final findings and determination to the lessee; 

(D) with the applicant's consent, amend the applicant's lease or unitization agreement 
consistent with the Commissioner's final decision; and 

(E) make copies of the final findings and determination available to each person who 
submitted comment under (8) of this subsection and who has filed a request for the 
copies; 

(12) is not limited by the provisions of AS 38.05.134 (3) or (f) of this section in the 
Commissioner's determination under this subsection. 
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ATTACHMENT 2 
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ATTACHMENT 3 
List of Certified Wells 
 
 
 
ADL 355036 ARCO-Kalubik No.  1   1992, Certified 

ARCO-Kalubik No.  1   1998 
ADL 355037 Texaco Colville Delta No.  1   1985 Certified 

Texaco Colville Delta No.  1A  1985 
ADL 355038 Texaco Colville No.  2   1986 Certified 
ADL 355039 Texaco Colville No.  3   1986 Certified 
ADL 379301  Exxon Thetis Island, No.  1    1993 Certified 
ADL 389959 ARCO Kalubik No.   3   1998 
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ATTACHMENT 4  
Pioneer is working with the Division to submit a final Unit Expansion application. 
Current Unit boundaries 
Oooguruk Unit Agreement, Exhibit B  
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ATTACHMENT 5  
FIGURE 2A 
Pioneer intends to apply to establish two participating areas; as well as expand the unit.  
Figures 2A and 2B 
Royalty Modification Area  
 

 
 
 
 
 
Figure 2A:  Preliminary Nuiqsut Participating Area, Outlined in Red 
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ATTACHMENT 5 
FIGURE 2B 
Pioneer intends to apply to establish two participating areas; as well as expand the unit.  
Figures 2A and 2B 
Royalty Modification Area  
 

 
 
Figure 2B:  Preliminary Kuparuk Participating Area, Outlined in Black 
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ATTACHMENT 6  
Applicant submittals and Work Sessions 
 
Applicant Submittals: 
December, 2004 Powerpoint presentation of G&G 
May 20, 2005   Formal Application for Royalty Modification  
August, 2005  Powerpoint presentation with updated G&G, Projected Production 

Profiles, Capital, Operating Expense and Processing Fee study and 
estimate. 

September 6, 2005  CD containing electronic version of August submittal, and 
economic model for project 

November 2005 Amended Application for Royalty Modification 
 
Work Sessions and Presentations: 
December 15, 2004  Presentation of preliminary development studies with Pioneer  
April 20, 2005  Update of development studies with Pioneer 
August 12, 2005  Update of development studies with Pioneer 
October 10, 2005  Discussion of modeling results 
October 14, 2005 Presentation of DNR analysis of royalty modification application 

to Pioneer 
November 14, 2005 Presentation of amended application by Pioneer 
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ATTACHMENT 7 
ANS Price Forecasts from Alaska State Department of Revenue, Tax Division 
 

FY 2006 ANS Production Weekly Update
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FY 2006 Cumulative 
Actual + Forecast = 0.895 mmbd

as of December 1, 2005:   16,000 bbl/day below Spring 2005 Forecast

ACTUAL

Spring 2005 forecast for FY 2006 = 0.911 million bbl/day

Spring 2005 Quarterly Forecast

 

             
Alaska Department of Revenue, Tax Division    
Spring 2005 Forecast Assumptions     
$ per 
barrel       
     Feeder Pipeline   

Fiscal     ANS TAPS  & Other ANS  

Year  Price  
 

Transportation Tariff   Adjustments (1) Wellhead  
2005 (2)   41.75 1.72 3.25 0.04 36.74  
2006 38.6 1.76 3.6 0.16 33.07  
2007 34.3 1.81 3.61 0.21 28.66  
2008 25.5 1.86 3.46 0.27 19.9  
2009 25.5 1.91 3.5 0.28 19.8  
2010 25.5 1.96 3.51 0.32 19.71  
2011 25.5 2.01 3.55 0.43 19.51  
2012 25.5 2.06 3.45 0.49 19.5  
2013 25.5 2.11 3.52 0.52 19.34  
2014 25.5 2.16 3.63 0.55 19.15  
2015 25.5 2.21 3.81 0.57 18.90  

(1) Other adjustments include quality bank charges, location differentials and amended 
information.  
(2) FY 2005 includes reported information through January 2005.   
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Attachment 8 
North Slope of Alaska Facility Sharing Study 
 
Web Address: 
http://www.dog.dnr.state.ak.us/oil/products/publications/otherreports/nsfacility/facility.share.report.pdf 
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Attachment 9 
Charter for Development of the Alaskan North Slope  
 
 
Web Address: 
http://www.state.ak.us/local/bparco.pdf 
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Attachment 10 
Confidential Economic Analysis and Internal Decision Process 

 
 

 
Oooguruk Development 

Royalty Modification 
Application 
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