
DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF OIL AND GAS 

CERTIFlED MAIL 
RETURN RECEIPT REQUESTED 

August 28, 2002 

R. F. Buckley 
ExxonMobil Production Company 
PO BOX 4876 
Houston, TX 77210-4876 

RE: Point Thomson Unit 

/ TONY KNOWLES, GOVERNOR 

550 WEST jfH AVENUE. SUITE 800 
. ANCHORAGE. ALASKA 99501-9510 

PHONE: (9G7) 269-8800 
FAX: (907) 269-8938 

______ Ni_m_e_t~nth Plan of Development __________ _ 

Dear Mr. Buckley, 

On August 8, 2002, the Division of Oil and Gas (Division) received the proposed Nineteenth 
Plan of Development (191h POD) for the Point Thomson Unit (PTU). The PTU Operator, 
ExxonMobil Production Company (ExxonMobil) provided an update of the Eighteenth Plan of 
Development and described the activities planned during the one-year term of the 191b POD. The 
Division !fTOVed an application for expansion and contraction of the Pro on July 31, 2001, 
and the 18 POD incorporated the commitments contained in the "Agreement Resolving All 
Pending Point Thomson Unit Expansion/Contraction Matters and Proceedings" (the Agreement) 
attached to that decision. 

ExxonMobil and the PTU working interest owners decided nOI to deepen the Red Dog 
exploration well as planned, due to higher costs than initially estimated and prospectivity lower 
than originally anticipated. Under tenns of the Agreement. the PTU working interest owners 
will pay the State of Alaska $940,000 and J;elin~wsh the three WCA leases for failing to meet the 
drilling commitment. However, during the 18 POD, ExxonMobiI continued to pursue facility 
design, engineering and geological studies, and environmental analysis toward development of 
the Thomson Sands Reservoir. The PTU Operator initiated the pennitting process for the 
proposed gas cycling project by submitting an Environmental Report to the major pennitting 
agencies in 2001. The Environmental Protection Agency (EPA), the lead agency for review of 
the project. issued a Notice of Intent to conduct and Envjronmental Impact Statement (ElS) in 
April 2002. and outlined the EIS process in a June 20, 2002 Memorandum of Understanding. 
ExxonMobil initiated a move from conceptual engineering to front-end engineering and facility 
design in support of the pennitting activjties. . 

"Develop, Conserve, and Enhance Natural Resources for Present and Future Alaskans." 
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The focus of the 191h P.OD is on seeklng the necessary pennits and executing Front-End 
Engineering Design (FEED) in parallel with the pennitting process. The Pro Owners 
completed pre-stack depth migration processing of the merged 3D seismic surveys over the 
redefined unit area during the 18th POD, and plan to complete the structural and stratit;phic 
interpretation of the data and update the Thqmson San4 geologic m9f!et ®.riDg. the 19 .. POD. 
'The updated geologic model, FEED results, and pennitting requirements win impact progress 
toward .PTIJ development. ExxonMobil plans to continue evaluating the commercial viability of 
both gas cycling and gas sales in preparation of the next phase funding decision, 

The Division considered the criteria in 11 AAe 83.303 and finds that the 19th POD protects the 
public interest. I approve the 191h POD for the period September 31,2002 through September 
30,2003 .. Under 11 AAC 83.343 the Twentieth Plan of Development for the PTU is due 90 days 

. before the 19th POD expires, on or before, July 2,2003. This decision only approves the general 
unit plan of development and does not constitute approval of any permits that may be required 
llnder 11 AAe 83.346, the Alaska Coastal Zone Management Program, or by any other law or 
governmental entity. 

A person adversely affected by this decision may appeal this decision, in accordance with 
____ lLAA.k.02 ... ~u..EaU~QJ..lf.Ch.ot.J:D.mmissioDer, Depart:JJlent . .of Natur.aJ.--R-esG\l-~~(} W: 7th 

A venue, Suite 1400, Anchorage, Alaska 99501-356]. Any appeal must be received at the above 
address, or by fax to 1-907-269-8918, within 30 calendar days after the date of "delivery" of this 
decision, as defined in 11 AAe 02.040, You may obtain a copy of 11 AAC 02 from any regional 
information office of the Department of Natural Resources. 

Sincerely, 

~9~ 
Mark D. Myers 
Director 

cc: Richard Todd, DOL 

MDM:cd1 
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JAN. 22. 2003 10:52AM 

ExxonMobll Development Cc......pany 
P.O. Box 4816 
Houmn, Texaa "21~7G 

January 21. 2003 

MI. Mark D. Myers, Director 
Division of Oil and Gas 
Alaska Departm~nt of Natural Resources 
550 West ?'fA Avenue, Suite 800 
~chorage,AJaska 99501-3560 

Poirr.t,Thomson Unit 
Proposed Changes to ExpansIon/Contraction Approval 

Dear Mr. Myers~ 

NO. 773 P. 2 

~onMobii 
Development 

This is in response to your October 3, 2002, letter regarding tlLe clmngcs that have been proposed 
to the Findings and Decision of the Director of the OivisioA of Oil and Gas dated May 24, 2002, 
which approved the appll~on for Second Expansi~ and Third Contraction of the Pof,nt 
'I'ho1nson Unit (the "Decision"}, Exxon Mobn Coxporation t'EnouMobil"), as opGl'&tor of the 
Point 'I'II.olnsoll Unit. 011 bohalf of ilsclf, BP Exploration (Alaska) ble:., Che'n'Oll USA ~ and 
ConocoPhillips Alaslca, Inc. (collectively these four cmnpanIes shall be referred to herein as 'the 
"Majol' Working Interest Owne.rs'~ hereby proposes that such Oeclsion bo modified subject to 
the following tenns and conditionsi 

1. Notice is hereby given that the Major Working Interest Owners have made, a final decision 
not to drill the exploratory well in the PTU Work Commitment Area as provided in Paragraph 2 
on P~ 11 ~f the Decision. 

2. The Major Worklng Interest Owners agree that: (a) ADI.377012 and ADL377013 may 
fmmed1ately be contracted out of tho Pro; (b) they will pay the $940,000 Drilling Extension 
Charge provided for in Paragraph 3 on Page 11 of tho Decision on or before. July 1, 2003; 
(0) they will not appeal the contraction of ADL377012 and ADL37701.3 out of the Unit or tho 
payment of the Drilling Extension Charge as provided in (a) and (b), above; and (d) ADL389728 
will be transferred out of tile WCA and into Expansion Area One. 

3. Th.e Major Working Interest Owners acknowledge that the decision of w.hother to approve the 
, inclusion of ADL389728 in Expansion Area One is at the, discrotion of the Division, and the 

Major Working Interest Owners iw:thcr acknowledge that, if tho Division does approve the 
expansion of Expansion Area One, it will be on the following tenns without appeal or 
subsequent challenge: (a) the royalty rate for ADL389728 will increase fronl16.66667 percent to 
20 percent; and (b) the fA Extcmion Charge set out on Table Two on Page 12 of the Decision 
will be increased from $17,031,000 to $21,289,000. 
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Mr. Mark D. Myers, Director -2- January 21, 2003 

4. T.he DecisiOll will be modified to eIinrlnate tho $4,495,000 PA Extel'lSion Charge provided for 
In Tablo Two all Pago 12 of the Decision, which was to be applicable ifWCA leases were not 
included in a participating area by.1~ 1512008. 

Except as expressly modified hereby. all of the terins and conditions of the Decision shall 
continuo to apply and be binding on the parties that agreed thereto. 

ExxonMobil has obtained the agreement of all of the working interest ownerS in AD1377012, 
ADL377013 and AD1389728 to the terms hereof except MUIphy Exploration (Alaska), Inc. 
("Mwphy"). ExxonMobfi does not antidp'ate being able to obtain the. agreement of Mwpby to 
these terms; hOW'e~er, as indicated in prior filings regarding the Murphy appeal, it is the position 
of ExxonMobU tbat Murphy, having not agreed to the Decision, is not bound by any of its terms. 
Thus, Murphy's interest in AD1377012 and ADI..377013 was nevor co.m.ntltted to the Unit 
pursuant to the tOl'IIlS of the Decision. That being the case, and pursuant to the terms of the 
November 27, 2002, final decision of the Commissioner of b DNR regarding the Murphy 
appeal, where Murphy agreed to ~ bound by the expansion and contraction conditions with 
respect to ADL377012 and ADL377013, Mu.tphy is in DO position to object to the proposed 
.agreeD).eJ1t hereofbctweeD the Department of Natural .:Resources and the Major Working 1ntcrest· 
Owners that said leases be contracted out of the Unit. 

ExxonMobil proposes t1Jat an orde.r reflecting the above terms be issned. 

Very truly yours, 

r7..l ~ 
R. F. Buckley:jfs 
c: Point Thomson Working Interest OwnctS 

Marty Ruth.&iord, Acting Commissioner DNR 
Ricllard Todd, Department of law 
Mark A. Gregory, TotalFinaEIf E&P USA, Inc, 
Bob Gage, Mwphy EqlIoration & Production Co. 
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DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF OIL AND GAS 

CERTIFIED MAIL 
RETURN RECEIPT REQUESTED 

January 29, 2003 

R. F. Buckley, Chairman Pm Owners Committee 
ExxonMobil Development Company 
P.O. Box 4867 . 
Houston, TX 77210-4876 

RE: Point Thomson Unit 
Proposed Changes to Expansion/Contraction Approved. 

Dear Mr. Buckley: 

FRANK H. MURKOWSKI 
GOVERNOR 

550 WEST 7TH A VENUE. SUITE BOO 
ANCHORAGE. AL4S~ 99501-3560 

. PHON£: {907J 269-8800 
FAX: (907) 269-8938 

On January 21, 2003, ExxonMobil Corporation, the Point Thomson Unit (PTIJ) Operator, 
submitted a proposal to the Alaska Department of Natural RcSOUICeS on behalf of ExxonMobll, BP 
Exploration (Alaska), Inc., Chevron. USA Inc., and Phillips AJaska Inc. (the AppliC8llts). 
ExxonMobil proposed 'an amendment to the Findings and Decision of the Director, Division of Oil 
and GaS (tho Division) dated May 24, 2002, which approved the Application jor the Second 
Expansion and Third Contraction o/the Unit:Area (the Decision). 

The Applicants decided, contrary to the terms of the Decision, not to drill an expIOllitory well in 
the PTU Work Commitment Area (WCA). Tho Applicants agree that as a result of their decision 
not to drin, oil and gas leases ADt 377012 and ADL 377013 contracted out of the PTU effective 
January 21,2003, and that the Applicants will submit the $940,000 drilling extension charge to the 
State on or before July 1, 2003. The Applicants also agree that since these leases are no longer 

. within the unit, they will expire because they are beyond their primary term. In addition, The 
Applicants agree not to appeal contraction of the leases or payment of the drilling extension 

. charge. 

The Applicants also requested that ADL 389728 be transferred into Expansion Area 1. DNR finds 
that the Applicants have provided sufficient geological and geophysical data to support transferring 
lease ADL 389728 out of tho WCA and into Expansion Area 1. ADL 389728 will remain 
committed to the PTU under the follOWing tenns required by DNR and agreed to by' the 
Applicants: 

,., _ .. - --.. ......t 17" 'l.n",," Wnt/lral Resources for Present and Future Alaskans." 
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R. F. Buckley' . • 
January 29, 2003 
Changes to Expansion/Contraction" Approved 
Page 2 

1. Tho applicable royalty rate for the ADL 389728 increases from 16.66667% to 20%. 

2. The PA Extension Charge set out in the Decision for Expansion Area 1 increases 
from $17,031,000 to $21,289,000. 

In addition, the Applicants remain bound by all other expansion conditions set out in the Decision 
with the sale exception that Applicants are no longer subject to the $4,495,000 PA Extension 
Charge originally due if the WCA were not included in a participating area by June 15, 2008. 

Althougb. the Applicants waived their right to appeal this decision, any other person affected by 
this decision may appeal it, in accordance with 11 AAC 02. Any appeal must be received" within 
20 calendar days after the date of "issuance" of this decision, as defined in 11 Me 02.040 (e) and 
Cd), and may be mailed or delivered to Tom Irwin, COmmissioner, Department of Natural 
Resources, 550 W. 7th Avenue, Suite 1400, Anchorage, Alaska 99501; faxed. to 1-907-269-8918; 
or sent by electronic mail to dncappeals@dnr.state.a1c.U8. This decision takes effect immediately. 
If no appeal is filed by the appeal deadline, this decision becomes a final a&nfu:istrative order and 
decision of the department on the 31't day after issuance. An eligible person most first appeal this 
decision in accordance with 11 AAC 02 before appealing this decision to Superior CowL A copy 
of 11 MC 02 may be obtained from any regional information office of the Department of Natural 
Resources. 

Sincerely, 

~~ 
Mark D. Myers 
Director. 

cc: Tom Irwin, DNR Commissioner 
Richard Todd, Department of Law 
John L. Davis, TotalFinaElf E&P USA, Inc. 
Bob Gage, Murphy Exploration & Production Company 

MM:cdl 
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DEPARTMENT OF NATURAL RESOURCE 

DIVISION OF OIL AND GAS 
" 

CERTIFJEDMAlL rO'7'7' .3 ~.(C> coo'( '7 0 .::2./ 

RETURN RECEIPT REQUESTED 

July 14,2003 

R. F. Buckley, Chairman 
pro Owners Committee 
ExxonMobil Production Company 
PO BOX 4876 
HouS,ton, TX 77210-4876 

RE: Point 'Thomson Unit 
Twentieth Plan of Development Approved 
Unit Contraction Election Deadline Extended 

Dear Mr. Buckley, ' 

FRANK H. MURKOWS~ 
GOVERNOR 

550 WEST fTH A VENUE, SUITE 800 
ANCHORAGE, ALAS~ 99501-8560 

PHONE: (907) 269,8800 
FAX: , (907) 269·8938 

On July 31, 2001, the Division of Oil and Gas (Division) approved an application fOf cxpausion 
and contraction of the Point Thomson Unit (PTU), which included iI. number of commitments 
that constitute elements of a long-term plan of development for the PTU (Unit Expansion 
Approval). On July 2, 2003, ExxonMobil Corporation (ExxonMobil), the PTU operator. 
submitted the proposed PTU Twentieth Plan of Development (20th POD) for the period October 
1. 2003 through September 30. 2004. 

Work Commitment Area Dropped -. Under the terms of tho Unit Expansion Approval, the 
PTU Owners committed to select a location and contract a drilling rig by September 30, 2002, to 
deepen the Red Dog exploration well or drill a delineation well in the Work Commitment Area 
during the 2002 - 2003 winter season. However, on August 12, 2002, ExxonMobil submitted 
the proposed Nineteenth Plan of Development (191b POD), which stated "As this well will not be 
drilled, the Owners plan to pay the Dri:lling Extension Charge of $940,000 to the State of Alaska, 
and relinquish the western Red Dog leases as prescribed in the Unit Expansion Approval." On 
January 29,2003, the Division approved a prqposed amendment to the Unit Expansion Approval, 
whlch transferred ADL 389728 from t.he Work Commitment Area to Expansion Area 1. ADL 
377012 and ADL 377013, contracted out of the PTU and the working interest owners, 
relinquished the leased acreage effective January 21, 2003. The Division r~eived a $940,000 
check from ExxonMobil on June 24, 2003, as payment of the Drilling Extension Charge. 

Contraction Election Deadline Extended -- On Apri124, 2003, ExxonMobil requested a two­
year extension of the next three deadlines in the Unit Expansion Approval. Those three 
deadlines were: 1) one-time election to contract the unit by June 15, 2003, 2) commence 
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R. F. Buckloy, ExxonMobil 
Unit Contraction Election Deadline Extended ' 
PTU 20~ POD Approved 
July 14, 2003 
Page 2 

development drilliD.g by June' 15, 2006, and 3) complete seven developl)lent w~lls by Juno',15, 
2008. On May 15, 2003, the Division approyed a one-month extension of the contraction 
election deadline, but felt it was prematore to consider extending the other two commitment 
deadlines. On June 20, 2003, the PTU Owners requested an additional six-month extension of 
the contraction election deadline. The Division amends the Unit Expansion Approval to extend 
the unit contraction election deadline until january 15, 2004, as follows: 

a) On or before July 15, 2003, the Working Interest Owners may elect to 
contract aU of. the Expansion Acreage out of the PTU, pay the State of 
Alaska $8,000,000 to compensate for the unrealized bonus payments 
during tho period that the acreage was withheld from leasing (Extension 
Charge), and be released from the remaining obligations imposed in the 
Decision. The Extension Charge will be due on August 1, 2003. 

b) Notwithstanding the foregoing, the above described deadline for election 
is hereby extended for a period of six months, until January IS, 2004, in 
exchange .for an increase of the Extension Charge by the sum of 
$2,000,000, provided that, at' any time during such six-month extended 
period, the PTU Owners may provide notification of their election 
hereunder. in which event the total Extension Charge of $10,000,000 sball 
be reduced by an amount equal to 1112 of $4,000,000 far each full month 
of such six-month period remaining. 

Twentieth Plan of Development Approved -' The 20th POD provides an update of activities 
performed during the one-year term of the 19th POD and those planned for the next year. The 
PTU owners are proceeding on two parallel paths to meet the next commitments in the Unit 
Expansion Approval; commence development drilling by June 15, 2006, and complete seven 
development wells by June 15, 2008. ExxonMobil is acquiring the necessary permits and 
approvals for the P1'U gas ~ycling project, and evaluating the Thomson reservoir structure and 
reserve estimates simultaneously. Estimating reasonable costs through the permitting process 
and reserves through the technical evaluation will enable the PTU owners to determine whether 
the PTU gas cycling option is a commercially viable project When they "determine that the 
project is commercially viable, they will have the necessary permits to proceed with 
development. 

ExxonMobil and the major PTU owners made significant progress toward acqomplishing the, 
goals set out in the 19th POD, and plans to continue working on all aspects during the 201h POD. 
In 2002, the Environmental Protection Agency' (EPA) selected CH2M Hill to prepare an 
Environmental Impact Statement (ETS) for the P1U gas cycling project. EPA plans to issue the 
draft EIS ip. F~bruiry 2904, and will incorporate comments that they receive in the final ElS. In 
September 2002, ExxonMobil executed a Memorandum. of Understanding with the State of 
Alaska to facilitate the permitting process, and will" continue to pursue State permits during the 

Exc.000293 
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R. F. Buckley, ExxonMobil 
. Unit Contraction Election Deadline Extended 
PTU 20tll POD Approved 
July 14, 2003 
Page 3 

20th POD. ExxonMobil procee'ded witJ:fFront End Engineering Design (FEED) of the surface 
facilities during the I91h POD, which EPA will incorporate in the EIS process. During the 20th 

POD, ExxonMobil will continue with FEED to optimize facility design and support the 
permitting activiti~. The PTU owners completed prestack depth migration of the PTU seismic 
data, generated new maps of the top and base Thomson Sand, and presented the current. 
stratigraphic and structural interpretation to Division staff on June 24, 2003. During the term of 
the 201h POD, they will complete technical evaluations of the reservoir quality, fault seal, and 
structural framework; and analyze the Pre-Mississippian section that underlies the Thomson 

. sand. Proceeding with the permitting process and the technical Cfvaluation will progress the 
project toward the next ph!lse of funding approval. 

Over .twenty companies or individuals hold working interest owneI1lhip in the PIU. Four 
companies: ExxonMobil, BP Exploration (Alaska) Inc., Chevron ·U.S.A. Inc., and 
ConocoPhillips Alaska, Inc., hold over 98% of the PTU with various intexests in individwU 
leases. ExxonMobil, BP, and Chevron agreed. to align their mterests across the unit effective 
August 31, 2000, and subsequently ConocoPhillips committed to the alignment agreement 
However, the alignment agreement is not effective until the Division approves cross-assignment 
applications. In accord.aIice with 11 AAC 82.615(a)(1), the PI'U working interest owne:rJ must 
submit assignment applications to the Division for approval within 90 days after signing a 
transfer of ownership. Tho deadline for the major PTU oWDcrs to file assignment applicanoDS is 
long past. The Division requests a written explanation for the delay in completing the 
assignments and the date when you expect to submit them, which in no caso should be Iilore than 
90 days from i~sUance of thls decision. . 

Tho major PTU owners agreed on many of tho terms of the PTU Unit Operating Agreement, but 
need to resolve ~veral !cey provisions before executing the final agreement and obtaining 
approval by the remaining PIU working interest owners. 

The Division considered the criteria in 11 AAC 83.303 and finds that the 20th POD protects the 
public interest. I approve the 20th POD for the period October 1, 2003 through September 30, 
2004. Under 11 AAC 83.343 the Twenty-first Plan of Development for the PT'U is due 90 days 
before the 20th POD expires, on or before, July 2, 2004. This decision only approves the general 
unit plan of development and does not constitute approval of any permits that may be required 
under 11 AAC 83.346, the Alaska Coastal Mlqlagement Program, or by any other law or 
governmental entity. ' . ' . 

A person affected by this decision may appeal it, in accordance with 11 AAe 02. Any appeal 
must be received within 20 calendar days after the date of "issuance" of this decision, as defined 
in Ii AAC 02.040 (c)· and (d), and may be mailed or delivered to Thomas E. Irwin, 
Commissiqner, DepartmC?lt of Natural Resources, 550 W. 7th Avenue, Suite 1400, Anchorage, 
Alaska 99501; faxed to I (907) 269-8918; or sent by electronic mail to 
dar appeals@dnr.state.ak,us. This decision takes effect immediately. If no appeal is filed by the 
Qn1"l~Ql np.1lrflinf'l. thiA decision becomes a final administrative order and decision of the 
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R. F. Buckley, ExxonMobil 
- uOid::ontraction Election Deadline Extended 

PTU '2f)rh POD Approved 
July 14, 2003 
Page 4 

department ori 'the ' 31~ "day , after issuance. An eligible persoll must' first , appeal this detisiort in , 
accordance with 11 AAC 02 before appealing this decision to Superior Court. A copy of 11 
AAC 02 may be obtained from any regional information office of the Department of Natural 
Resources. 
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ExxonMobO Production Comr 
800 Bell, Sulle 1458 
Houston, Texas 77002 

August 31, 2004 

Dr. Mark Myers, Director 
Division of Oil and Gas 
Alaska Department of Natural Resources 
550 West 7th Avenue, SUite 800 
Anchorage, Alaska 99501-3~i10 

Re: Pt. Thomson Unit POD 21 

Dear Dr. Myers: 

Robe: , Schllhab 
Manal!--
joint Interest· Lower 48 

EJf<onMobii 
. ,.. Production 

ExxonMobil, as Point Thomson Unit (PTIJ) Operator and on behalf of the PTU Working Interest 
Owners (Owners), hereby submitS the enclosed Twenty-first Plan of Further Development and 
Operation (pOD 21) for your review and approval. POD 21 is submitted in accordance with 
Article 10 of the Point Thomson Unit Agreement (PTUA) and all other applicable regulations. 

This POD contains 8n update on the work activities commenced/completed under the 20th POD 
and a summary of the Owners' work: plans under POD 21 for the ensuing twelve-month period. 
It is anticipated that during the course of this year that a large amount of data and interpretations 
covering geophysics, geology, reservoir modeling and ·economic analysis will be transferred to 
the ADNR under the terms of an anticipated memorandum of understanding covering the 
confidentiality of this data. Tllis data is to be proVided to the ADNR to satisfy all applicable 
regulations and to support the Departments' more complete understanding of the Pt. Thomson 
development a1ternatiyes and in anticipation of our working together to establish a. reasonable 
course forward for field development that will accomplish the objectives of both the State of 
Alaska and the'Unit Owners. 

We wou14like to thank you and your staff as well as Commissioner Irwin and Deputy 
Commissioner Rutherford lor taking the time to meet with us over the last. three months. Please 
feel free to call me at 713-656-6145 or Doug Morgan at 713-656-9656 if you have any questions. 

c; PTUWIO 

fFlfE~~~ 
SEP 0 7 2004 l,I;Y 
DIVt~IONOF 

OIL AND GAS 
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POINT THOMSON UNIT 

Twenty-first Plan of Further Development and Operation 
and 

Upd.a~e on the Twentie~h Plan of Further Development and Operation, 

In accordance with the requirement of the Point Thomson Unit Agreement (Article 10) and all 
applicable regulations, provided herein Is the Twenty-first Plan of Further Development and 
Operation (POD 21) for the Point Thomson Unit (PTU) together with the Update on the PTU 
Twentieth Plan of Further Development and Operation (POD 20). Exxon Mobil Corporation 
("ExxonMobil'1 as Unit Operator Is submitting both the update to POD 20 and POD 21 on 
behalf of the Working Interest Owners of PTU (Owners). 

Update of the Twentieth Plan of Further Development and Operation 

During POD 20, the primary focus of the PTU Owners was to complete a comprehensive, 
multi-functional cost reduction and execution optimization effort, begun In POD 19, in an effort 
to define a commercially viable project. As reviewed with the ADNR on April 8 and May 20, 
2004, the Point Thomson Unit Owners expended significant resources over the past year; 
however, the Owners have not been able to identify a viable Gas Injection Project under 
current fiscal terms. 

During the one-year term of POD 20, the Owners spent In excess of 8 million dollars, 
representing approximately 20 staff-years of, technical w,ork to advan~ the Unit's effort toward 
commerc,ializlng the PTU hydrocarbon resource. This brings the total expenditure '·for this 
phase of actiylty to more than $SSM. Additionally, the Unit Owners continued to gather and 
analyze environmental baseline and technical data from the PTU area, completed numerous 
technical studies, and continued to Identify and evaluate project risk reduction opportunities. 

POD 20 enumerated five specific work areas that would be pursued by the Owners. 
Comments on each are provided below. 

'1. Pursue receipt of major permits needed for development and construction of the project. 
Continue. engineering and environmental studies In support of the permitting process. 
Pursue permitting terms that do not degrade the commercial viability of the project. 

In support of permitting and the federal EIS process, ExxonMobll responded to formal requests 
, for technlca', operational, environmental and economic information by local, state and federal 
agendes. These activities continued until a decision was made to suspend permitting ,activity 
due to project scope, design and feasibility uncertainties. This decision was formally conveyed 
to the ADNR and EPA in the third quarter of 2003. Permitting resources continued to be 
Involved in support of Internal cost and risk reduction efforts directed towards identifying a 
viable Gas injection Project. 

Additionally, pre-sufficiency review comments were received from ADEC on. the draft Oil 
Discharge, Prevention and Contingency Plan submitted under POD 19, and responses to 
agency comments on the export pipeline Draft Design BasIs were provided to the speo. 
Drafting of all other permit applications was completed' and they are being maintained for 
potential future use, The Owners worked with the EPA and CH2M Hili to assure complete EIS 
data ~nd information retention for potential future use. Consultation continued with the North 
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Slope BoroulJh, ICAS, and the Village of Kaktovik with emphasis on land access, hunting and 
other subsistence Impact issues identified in the PTU area. 

In addition, field surveys at PTU were completed in the summer of 2003, including 
, enVjronmental bas~line studies and hydrology ~nd gao-technical surveys. "Enviro,nmental field 
studies fqr the 2004 summer season were planned aOd budgeted, and resources have. been. 
mobilized. 

2. Continue with FEED to progress and optimize the facility design and provide support for 
permitting activities. ' 

Significant work was completed by the FEED team during POD 20 to evaluate Gas Injection 
Project design altematlves hi an effort to Identify a viable project. SpeCifically, in a focused 
effort to reduce capital costs in light of a smaller condensate resource, a cost reduction and 
execution optimization study initiated under POD 19 was completed. this study evaluated the 
potential for aggressive reduction In project costs. Significant cost reduction potential was 
identified; however, it was not sufficient to yield a commercially viable Gas Injection Project 
and further engineering work on the resulting cost reduction case (identified as Project 
DeScription ReviSion 8j was suspended. A thorough review of the results of this study and 
remaining risks and uncertaInties were provided to the ADNR during subsequent consultation 
on the Gas Injection Projec~ in April and May, 2004. 

During POD 20, FEED resources were also engaged In continued permitting and EIS support. 
FEED efforts were subsequently focused on further identification and seoping of technical and 
execution risks associated with the aggressively reduced cost Gas Injection Proiect case as 
reviewed with the ADNR In May, 2004. However, the technical feaslbirtty of key cost reduction 
opportunities assumed In this case has not been verified. Engineering dellverables from 
FEED work are being maintained for potential future use. 

3. Complete technical studies thai have been initiated for the Pornt Thomson reservoir to 
evaluate reSeNolr quality, fault seal, and structural framework. The Pre--Missfsslppian 
section underlying the Thomson sand will also be analyzed. Use the completed reseNOir 
model for depletion planning and well placement actIvities. 

Numerous technical studies of the Thomson Sand were completed during POD 20. In general, 
the results of these recent. studies suggest higher risk and resource uncertainty than 

. previously understood. A comprehensive study of reservoir quality, Including additional 
laboratory and mineralogy testing on remaining core, was performed. Understanding the 
distribution of reservoir quality remains difficult The fault seal study Indicates fault throws In 
the Thomson Sand are insufficient to completely offset, or seal, the reservoir but likely will 
result in some degree of baffling to gas flow during production. Extensive studies of transient 
pressure tests and pore pressure predictions were completed, which identified some 
peripheral compartmentalization\ In the reservoir. Additionally, a well operability study was 
conducted which Identified lower strength zones in the reservoir and a higher risk for sand 
production. The results of these . reservoir technical studies were generally obtained 
subsequent to the cost reduction and execution optimization study, consequently the current 
cost reduction 'case does not fully Incorporate these learnings. 

The planned Pre-MiSSissippian evaluation was deferred after the Owners concluded that the 
Gas Injection Project was not commercially viable. 
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Geologic and reservoir simulation models were constructed during POD 20 to assess 
production rates and optimize well placement for a Gas Injection Proj~ct The reservoir 
simulation model was used to assess performance Impacts of the cost reduction Initiatives 
Identified in the cost reduction and execution optimization study, to evaluate potential risk 
reduction ()pportuni~les, and to develop dep!etiol1 plans for the cost reduction ·case. '. 

',;' '.:, .', ". 4 ...... ' •• 

Risk assessment and uncertainty analyses were also conducted to quantify the recovery 
impact of key resource uncertainties. Thomson Sand maps and in-place volumes were 
presented to the ADNR in October, 2003. In late fall, a comprehensive subsurface technical 
review was conducted, with peer expert participation,' on the resource assessment, study 
findings, and Gas Injection Project depletion plans. Subsequent to this technical revIew, a 
review of the reservoir model, uncertainty analysis, and updated recovery predictions for the 
Gas Injection Project was provided to the ADNR in April, 2004. 

4. Progress the project toward the next phase of funding. 

During POD 20, the Owners completed their assessment of the Gas Injection Project 
comnierciai viability Incorporating new cost and resource Information obtained during POD 19. 
The Point Thomson Unit Owners have expended significant resources in an effort to identify a 
viable way to deSign, construct and operate this project These efforts include numerous 
technical studies focused on reservoir quality, structure and depletion plannIng as wen as a 
comprehensive, multi-functional cost reduction and execution optimization study as desaibed 
above. Despite these efforts, the Owners have not been able to Identify an economically 
viable Gas Injection Project under current fiscal terms. 

The Owners initiated consultation with the ADNR regarding the PTU resource and project 
status to facilitate substantive discussion on future development plans. 
This Includes a seMes of presentations to the ADNR, Inc(uding a general project overview il) . 
April, 2004, an updated resource evaluation in October, 2003 and April, 2004, and a technical 
review of the work effort and re~lUlts of the cost reduction and execution optimization study In, 
May,2004. . 

5. Advance' final negot[ations by the aligned working Interest owners toward -anew Unit 
Operating Agreement with the objectiva of S9Cunng approval by both the aligned Owners 
and the smaller Interest Owners. 

The Major Owners have continued to work to reach consensus on all provisions for the new 
PTU UOA. A new draft Incorporating results of negotiations to date will be provided to the 
major-Owners prior to the close of POD 20 In an effort to further advance final negotiations. 
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Twenty-first Plan of Further Development and OperatIon (POD 21) 

ExxonMo'b"U Corporation ("ExxonMobllj, as Unit Operatorl requests, on behalf of the Working 
. ~nterest Owners ("Owners,? that POD 21 encompasses s· (.lAe· year period;. fr9Tn 'october 1, 

2004 through September 30, 2005. . 

1. The Point Thomson Owners will share with the ADNR results of evaluations and other 
work associated with potential hydrocarbon resources within the unit area, Including the 
Brookian and Pre-Mississippian reservoirs to Include reserve estimates, distributions and 
mapping. . 

2 .. Consult wiU1 the ADNR and review the Economic Spreadsheet Model of PTU Gas Injection 
Project, including assumptions on rates of 0/1 (condensate) and gas produ<;uon, costs 
(finding, development, and production) with related spreadshe~t equations, economic 
parameters that drive the model, and results of the model. ExxonMobil will hold economic 
workshops with ADNR staff to review the spreadsheet calculations and results. 

3. Provide the ADNR with existing technical Information, costs, and other fiscal assumptions 
Oncludlng government take ramifications) Jiecessary to assist the ADNR in compietlon of 
their economic analysis of the Gas Injection Project. To that end, the Owners will provide 
ADNR with the following under the provisions of confidentiality contained It a 
memorandum of understanding to be executed between the ADNR and the PTU Owners 
and contained in all applicable statutes and regulations: . 

a) The pre-stack depth migrated seismic data set in SEGY format (8 
millimeter, DL T or DVD) with deconvolution and without deconvolution; 
full stacks plus velocities. XY's are provided in a digital file of bin centers 
with a 3D-inline map'ln a .cgm file. 

b) Access to the results of the seismic Interpretation, the geologic model, 
and the reservoir simulation at ExxonMobR offices in Houston, Texas, 
Including all Information used In the In-place volumetrics and recoverable 
reserve est/mates for all reservoirs or potential reservoirs evaluated to 
this point .. 

c) Data and Interpretations of recent core studies that address potential 
sanding of the Thomson sand. 

d) Well and facility construct/on cost estimates. 

4. Activity during POD 21 will Include work on progressing technical and commercial 
eveluatlons necessary to assure the Owners will be in a position to partiCipate in a future 
open season for major gas sales from the North Slope of Alaska. ExxonMobil, BP, ahd 

. ConocoPhillips are major working Interest owners in Point Thomson, and comprise the 
Sponsor Group that has submitted an application under the Stranded Gas' Development 
Act (SGDA) addressing a major gas pipelfne. The Sponsor Group, as well as Chevron 
Texaco, depends on PTU resources to underpin firm supply commitments for major gas 
sales. The Point Thomson Owners possess both the capability a!1d North Slope 
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experience necessary to develop and reliably operate the Point Thomson Unit and to 
overcome Its associated technical challenges. 

a) Develop a conceptual gas sales depletion plan. Work will include reservoir simulation 
to enhance production and -recovery predictlons u.nder various gas sales scenarios; 
initial idantiflcation· of sales· -rates . :and well· pta cement . along with associated:. 
optimizations; assessment of the Impact of the Pre-Mississippian on gas sales 
performance; and uncertainty analysis to assess the impact of reservoir connectivity 
and sand control Issues. 

b) Conduct screening evaluations of Point Thomson gas sales production facilities. 
Planned activities Include evaluation of PTU gas separation, compression and 
conditioning alternatives, export pipeline design concepts, and identification of 
infrastructure and alternatives requirements. The Owners pl~n -to work with the 
Prudhoe Bay Unit (PBU) Owners to conduct a screening evaluation of gas receiving 
facility options at PBU. . 

c) Identify and Implement additional PTU gas sales planning and technical work 
necessary to support SGDA negotiations and consistent with the schedule outlined by 
the gas pipeline Sponsor Group. 

d) Share results from a through c above with the ADNR as available, but no later than 
July 1, 2005. 

5. In add.ition to ~haring with ADNR the Economic Spreadsheet Model for the gas Injection 
only s~narlo Qtem #2 above}, the Owners ~" carry out an economic evaluation of a gas 
sales only scenario based on the information developed under item #4 above. 

a) The Owners will also carry out a preliminary economic evaluation of a gas injection 
fol/owed by gas sales scenario. 

b) The Owners will present the results of their evaluation of all three scenarios, and their 
sensitivities with respect to gas and liquids screening analysis, to ADNR during the 
teon of POD 21. ExxonMobll will hold additional workshops with ADNR staff to review 
the economic spreadsheet calculations and other related model results. 

6. Continue participation in baseline environmental surveys in the Point thomsOn area. 
Activities include cooperative funding of Polar Bear denning surveys and report 
preparation, a Beaufort Sea waterfowl breeding report, a report on large animal (Ca,ribou) 
use of riparian· zones, and a report on experimental gravel re-vegetation plots. 

'J. Advance final negotlatlons toward a new Unit Operating Agreement with the objective of 
securing approval by the aligned Owners and the smaller interest Owners. , . . 
'. \ 
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DEP ARTMENT OF NATURAL RESOURCES 

DIVISION OF OfL & GAS 

CBR'I'lFIBD MAIL 
RETURN RECEIPT REQUESTED 

Se.ptember 23, 2004 

Robert D. Schilhab, Chairman 
PTU Owners Committee 
ExxonMobil Production Company 
800 Bell. Suite 1458 
HoUston, TX 77002 

RB: Point Thomson Unit 
Conditional Approval of the 
Twenty-first Plan of Devel?pment 

Dear Mr. Scbilhab, 

! FRANK 11. MURKOWSKI 
• GOVERNOR 

I 
I 
i 550 WEST 7TH AVENUE, SUITE BOO 

I ANCHORAGE, ALASKA 99501-3560 
PHONE:(907} 269-8800 
FAX: (B07) 269-8938 

On Septerp.ber 7, 2004, the Division of Oil and Gas (the Division) received the proposed Twenty­
first Plan of Devolopment (21st POD) submitted by ExxonMobil Corporation (ExxonMobil), the 
Point Thomson Unit (Pro) operator. During the past year, ExxonMobil and the P1U Worlcing 
Interest Owners (PTU Owners) completed a nUmber of technical studies to evaluate Thomson 
Reservoir quality, fault seal, and structural framework; which inmcated a chance of greater 
compartm.eDtsJjzation and a' higher risk of sand production. The PTU oWners also studied 

, alternative facility designs and identified cost reduction measures for a Gas injection Project. 
The PTU Owners stated that a Gas Injection Project is not commercially viable. The Division is 
in the process of evaluating the commerciality of a PTU Gas Injection Project The PTU Owners 
suspended all PTU permitting activities, deferred evaluation of the' Pre-Mississippian formation 
that underlies the Thomson Reservoir, and plan to focus on potential gas sales opportunities 
during the one-year term of the 21st POD. 

ExxonMobil scheduled several meetings ,over the past year for the PTU Owners to present the 
various studies to the Division staff. The Division appreciates the informative presentations and 
the opportunity to discuss the PTU Owners' interpretations. The PTU Owners agreed to share 
the results of the P1U studies with the Division during the term of the proposed 21't ·POD 
including reserve estimates, distributions, and mapping for the Thomson Reservoir as well as the 
Brookian and Pre-Missi~sippian reservoirs within the PTU. The 21 sf POD also proposes to 
provide financial and technical information so the Division can complete an economic evaluation 
of 1he Gas' Injection Project. Although the PTU Owners agreed to provide some of the requested .. 
data under a memorandum of agreement on confidentiality, the proposed 21 st POD only offers to 
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Robert D. Scl:rilhab, BuonMobil 
Point Thomson Unit 
Conditional Approval of the 21st POD 
September 23,2004 
Page 2 

.. provide the. Division with a~ess to certain data at ExxonMobil's office in Houston, Texas, The 
Division can oo1y render a decision on the 21st POD based, on information ·in its· possession or 
information that it can reasonably eXpect to receive. ' 

The Division must determine if the proposed ,211t POD is in the public interest.! The 21 st POD 
focuses on gas sales, which may not be the best alternative, especially considering the unknown 
timing of a gas sales pipeline. A prudent unit operator should evaluate all alternatives to develop 
the unitized substances including: gas injection followed by gas sales, gas sales followed by gas 
injection, simultaneous gas sales and gas injection projects, and the combined economics of 
developing gas and oil from the Thomson Reservoir along with oil from the Pre-Mississippian 
and Brookian reservoirs within the PTU. The Division cannot adequately review the proposed 
plan without the technical data, assumptions. and interpretations that went into the PTU Owners' 
evaluation of the Gas Injection Project. Article .10 of tho PTU Agreement, Plan of Further 
Development and Operations, supports the Division's data request as follows: 

AJJy plan submitted pursuant to this section shall provide for the exploration of 
the unitized area and for the diligent drilling necessary for detennination of the 
area or areas thereof capable of producing unitized substances in paying quantities 
in each and every productive formation and shall be as complete and adequate as 
the Director may deten:iline to be necessary for timely development and pr6per 
conservation of the' oil and gas resources of the unitized area, and ... 

The Division is required by statute2 and regulation3 to hold technical data confidential when that 
data is submitted in support of a unit plan of development. In addition, Article 11 of the PTU 
Agreement includes the following provision: . 

Upon the request of the Unit Operator or wopong interest owners, the Director 
shall hold as confidential any engineering, geophysical, geological data including 
but not limited to drilling logs, daily drilling reports or any other data of like or 
similar nature which may be requested or required by or provided to the Director 
for any puxpose of this agreement. 

J Oil and Gas Regulation 11 Me 83.343. to.,.A unit plan of development must contain sufficient information for the 
commissioner to determine whether the plan is consistent with the provisions of 11 Me 83.303." 
2 Alask8 Sta~ 38.05.035 "(a) The director shall. ,. (9) maintain such records as the cOOurussioner consider~ 
necessary, administer oaths, and do all things incidental to the authority imposed; the following records and files 
shall be kept confidential upon request of the poison supplying the information: .. , (C) all geologica~ geophysical 
and engineering data supplied, whether or not concerned with the extraction or development of natural resources;(D) 
except as provided in AS 38.05.036, cost data and financial information submitted in support of applications, bonds, 
leases and similar items;" 
3 Oil and Gas Regulation 11 Me 82.810. "(a) Geological, geophysical, and engineering data, including well and 
bore holo data, and interpretations of those data, will be kept confidential at the written request of the person 
suppIying the information. Cost data and financial information submitted in support of applications, bonds, leases, , 
and similar it~ _~ ~~ ~ confidential at the written request of the person supplying the information except as 
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Robert D. Schilhab, Bxxo1l..lYfobil 
Point Thomson Unit. 
Conditional Approval of the 21st POD 
September 23,2004 
Page 3 

Therefore, it· is not necessary, or in my opinion appropriate, to negotiate a memorandum of 
agreement cin confidentiality before subIIiitting the requcisted data to the Division.' . 

The Division considered the criteria in 11 AAe 83.303 and approves the proposed 21 51 POD for 
the period October 1, 2004 through September 30, 2005, on condition that by November 15, 
2004, ExxonMobil provides the Division with existing technical information, costs, and other 
fiscal assumptions (including government take ramifications) necessary for the Division to 
complete its economic analysis of the Gas Injection Project. . The Pro Owners will provide the 
Division with the following: 

a) The pre-stack depth migrated seismic data set in SEGY fonnat (8 millimeter, DLT 
or DVD); with deconvolution and without deconvolution; full stacks plus 
velocities. XY's will be provided in a digital file of bin centers with a 3D-inline 
map in a .cgm file. 

b) Digital files (ASCll) of the xyz grids that represent the results of the seismic 
. interpretation, geologic model, and the reservoir simulation, and the centerline 
faults for these interpretations, including all information used in the in-place 
volumetrics and recoverable reserve estimates for all reservoirs or Potential 
reservoirs evaluated to this point. 

c) Access to the results of the seismic interpretation, the geologic model, and tho 
resenroir simulation at ExxoIl;Mobil offices in Houston, Texas. 

d) Data and·interpretations of recent core studies that address potential sanding of the 
Thomson sand. 

e) Wen, facility, and infrastructure construction cQst estimates (including sequence 
and timing) and operating cost estimates. 

Failure to submit the requested data to the Division by November 15, 2004, is grounds for 
default.4 

This conditional approval of the proposed 21st POD does not relieve the PTU Owners of any of 
the conditions UDder which the Division approved the Second Expansion of the PTU. 
Development drilling in the Pro must begin by. June is, 2qCJ6, or ali of the Expansion Acreage 
will automatically contract out of the PTU and the PTU Owners will pay $20 million to the State 
of Alaska. Tho PTU Twenty-second Plan of Development (2200 POD). which is due on July 1, 
2005, must contain specific plans for development drilling within the PTU. 

.. Oil and Gas Regulation 11 AAe 83.374. "(a) Failure to comply with any of the tenns' of ~ ~ved unit 
agreement, including any plans of exploration. development. or operations which are a part of the unit agreement. is 

.. ..... ..'t 0, " ._ ..... u 
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Robert D. Schilhab, ExxonMobil 
Point Thomson Unit 
Conditional Approval of the 21 st POD 
September 23, 2004 
Page 4 

A ' person affected by this decision may appeal it, in accordance with 11 MC 02. Any appeal 
" must be received within' 20 calendar'days after the date of 'issUance' of this decision, as defined, ' 

in 11 MC 02.040 (c) and (d), and may be mailed or delivered to Thomas B. Irwin, 
Commissioner, Department of Natural Resources, 550 W. 7th Avenue, Suite 1400, Anchorage, 
Alaska 99501; faxed to 1 (907) 269-8918; or sent by electronic mail to 
dnr ap]ea1s @dnr.state.ak.us. This decision takes effect immediately. If no appeal is filed by the 
appeal deadline, this dec~sion becomes a final administrative order and decision of the 
department on the 31't day after issuance. An eligible person must fu:st appeal this decision in 
accordance with 11 AAC 02 before appealing this decision to Superior Court. A copy of 11 
AAe 02 may, be obtained from any regional information office of the Department of Natural 
Resources. 

Sincerely, 

.~~g)~.-
Mark: D. Myers ' 
Director 

cc: Marty Rutherford, Deputy Commissioner DNR 
J ames Cowan, Resource Evaluation 
Richard Todd, Department of Law 

:r 
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STATE OF ALASKA 

DEPARTMENT OF NATIfRAL RESOURCES 

Office of the Commissioner 
550 W. 7th Avenue, Suite 1400 

Anchorage, Alaska 99501 
Fax: (907) 269-8918 

Appeal of Exxon Mobil Corporation 
of the Decision of the Director, 
Division of Oil and Gas, 
dated September 23,2004, 
entitled Point Thomson Unit 
Conditional Approval of the 
Twenty-first Pl.an of Development 

) 
) 
) 
) 
) 
) 
) 

---------------------------) 
APPEAL OF DIRECTOR'S DECISION, REQUEST FOR HEARING, NOTICE OF 
INTENT TO SUBMIT ADDITIONAL MATERIALS AND REQUEST FOR STAY 

Exxon Mobil Corporation ("ExxonMobW'), as Point Thomson Unit Operator on behalf of itself 

and the other Point Thomson Unit Owners, appeals fi:om the letter decision oithe Director oithe 

Division of O:u and Gas, dated September 23, 2004, entitled Point Thomson Unit Conditional 

Approval of tho Twenty-first Plan of Development ("Decision). This appeal is made pursuant 

to I J Me 02.010(e) and the terms ofllie Decision. 

E~onMobil submitted the Twenty-first Plan of Further Development and Operation ("POD 21,,) 

for the Pomt Thomson Unit on September 1,2004. The Director, by letter dated September 23, 

2004. approved. POD 21 forthc period from October 1, 2004 through September 30, 2005. In the 

Decision., the Director imposed certain additional c:onditions beyond the activities and 

undertakings set forth in POD 21 and required that requested data called for in the enumerated 

conditions of the Decision be submitted by Novemb~ 15, 2004. 
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ExxonMobil either pre ... iously had accomplished or proposed to undertake during the tenn of 

POD 21 certain of the enumerated oonditloru and thus is not challenging those conditions. 

Imposition of a deadline of November 15, 2004, to submit the requested data called fot' in the 

enurnetated conditions. however, is unreasonable. The Decision sets forth certain condjtions that 

go beyond the undcrtWngs set forth in the POD 21 3uhtnittal and ExxonMobil is appealing 

those conditions. Finally, the Dire<:tor also asserted certain matters that must be included in the 

PTU TweDty-~ond Plan of Development ("POD 22") to be submitted by July 1, Z005. There is 

no basis for the Director to include such conditions in approval of POD 21. 

In compliance with the procedural requirements set forth in 11 Me 02.030, ExxonMotrll states 

the fuUOwlna. 

. DCcUioll BeiDe Appealed - 11 AAe 02.030{')(7). ExxonMobil hereby appeals to the 

Cornmi9sioner the items referenced above contained in the September 23, 2004 letter decision by 

-the Director of the Division of0i1 and Gas entitled Point ThoIIlSon Unit Conditional Approval of 

the Twenty-first Plan of Development ("Dedmon''), A copy oftbe Decision is attached as 

Exhibit A to this appeal. 

BlUilllPOD Which Decision it Challenged .nd Material Faru Disputed by Appenant A 11 

AAC 02.030(8)(8) and (aX9). It was error for the Director of the Division of Oil and Gas to 

condition approval of the Twenty-first Plan of Further Development and Operations for the Point 

Thomson Unit by requiring that certain data be submitted by November 15, 2004, and to impose 

additional conditiOns ~yond those set forth in the POD 21 submittaL. 

1. The Decision is inconsistent with and fails to apply the terms :md standards for 

approval of a plan of development set forth in the Point Thomson Unit Agreement ~d in 

applicable regulations of the Department of Natural Resources to approval of POD 21 for the 

Point Thomson Unit. The work p1a.ns set forth in POD 21 as submitted by ExxonMobil satisfy 

the requirements of the Point Thomson Unit Agreement and applicable requirements of 11 AAe 
83.343 and tl Me 83.303. 

Appeal ofPTIJ POD 21 Conditional Approval Page 2 
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2. The Decision improperly requires submittal of data. and proprietary interpretive 

information not authorized by the lea.5¢, Unit Agreement, statute or regulations. For instance, 

coodition (b) of the Decision provides that the PTU Owners are to provide the Division with the 

following: "Digital files (ASCD) of the xyz grids that represent the results of the seismic 

interpretation. geologic model, and the reservoir simulation. and the centerline i'auh:s for these 

inteIprc:tations., including all information used in the in-place volumetric" and recoverable reserve 

estimates for all reservoirs or potential reservoirs evaluated to this point." ExxonMobil and the 

PT1J Owners have reviewed the results of their analyses with Division personnel and have 

assisted Divi"ion personnel in developing their own tools for analrzrng Point Thomson. 

Intexpretive, proprietary data and techniques of the nature and in the form set forth in condition 

(b), or other data and infonnation that the Division might consider necessary to complete .its 

analysis, goes beyond the data and infOrmation that must be provided the Division and is not 

required. 

3. The Decision does not provide adequate protections and confidentiality 

arrangements for information and material provided to the Divisiol).. ExxonMobil has proposed II 

number of review sessions where highly proprietary informAtion, processes and techniques will 

be shown to Division personnel. Moreover, the Decision seeks to require: that certain: digital files 

and propric:tary interpretive information be provi4ed to tho Division. Such interpretive 

information is !:usc.eptible to manipulation and modification and it is unclear how this 

infonruuion, or any Division-generated work product or derivative interpretations resulting from 

such Urtcrcha:cge, might be handled. Security protocols for handling any software, processes and 

routines, as well as the electronic data, would need to b¢ established, 

As recog:ni.zed by the Director in his reference in the Decision to the conditions tmder which the 

Division approved the Second Expansion of the pro, there is the potential for certain leases 

currently wi~ the Point Thomson Unit to contract out ofllie pro and to be available for Jease. 

The requested data and interpretations encompass the acreage of these referenced leases and 

adjacent acreage that is currently unleased. This underscores the need to ensure the 
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confidentiality of information provided to the Division regarding the geologic, reservoir and 

d:veIopment considerations regarding the Thomson Sand and other potential hydrocarbon 

resour~ within the Pro. 

4. The Decision improperly requires submittsl of data and information by November 

15, 2004. In POD 21. EoonMobil sc::t forth proposed work plans that address a nU:llber of the 

enumerated conditions set forth in the Decision., as well as a number of other activities. In 

catain instances, it is logical and efficient to address issues in a sequential, iterative ptocess. As 

such, it is not reasonable to require that submittal of all requested data, and the conduct of related 

work sessions, occur by November 15, 2004, and to provide that faiI\lI'C to accomplish the 

activity by that date is grounds for default 

5, The Decision imptoperly places conditions upon the content of the PTU Twenty-

second Plan of Development. The Deoision states that "The P1U Twenty-second Plan of 

Development, which is due on July 1. 2005, must contain plans for development drilling witlrin 

tho PTU:" The content of POD 22 is a matter to be discussed and addressed at the time of 

submittal ot POD 22. Moreover, it is intproper for the Director to condition the plan of 

development for the entin: Point Thomson Unit by including terms set forth in the July 31, 2001 

letter decision entitled "Pt. Thomson Unit ExpansiOn/Contraction Application Conditionally 

Approved" that were agreed to by certain Working Interest Owners and that relate only to the 

"Expao:sion Acreage." %lle it may not be necessary to appeal inclusion of this language in the 

approval of POD 21, ExxonMobil is inclumng this basis for appeal to ensure there is no claim or 

assertion of any waiver of the right to cballenge any action taken by the Division in this regard 

with respect to approval ofPon 22 

Remedy Requested - 11 Me 02.030(a)(lO). Ex:<onMobil requests that condition (b) be 

rescinded and removed from the Decision; that the date for submittal of the requested data called 

for 1n the enumerated conditions be removed from the Decision; and that the penultimate 

para~aph of the Decision be deleted. 

Appeal ofPTU POD 21 Conditional Approval Page 4 
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Addre33 for Notices or Deci&ions -11 AAC 02.030(1)(11). Any noti~ or decision regarding 

this appeal should be sent to the following; 

Richard J. Owen, Alaska Production Manager 
ExxoaMobil Production Company 
3301 C Street, Suite 400 
Anchoraie, Alaska 99503 
Facsimile: (907)564-3789 

with a copy to: 

C. Stephen Luna 
Law Department 
Exxon Mobil Corporation 
800 Bell Street, Suite 1707] 
Houston, T ex:as 77002 
Facsimile: (713) 656--6123 

Affected AU8eJQenta aDd Leu~·lJ AAC 02.030(a)(12). This appeal concerns the Point 

Thomson Unit Agreement and the State of Alaska leases subject thereto. 

Request for HearlDg • 11 AAe 02.030(a)(13). ExxonMobil requests a hearing on the issues 

involved in this appeal. The factual and legal issues to be decided are whether the Plan of 

Development for the Point Thomson Unit should include the reforenced conditions and a date for 

compliance with such conditions. ElOConM:obil requ~ that the hearing proces.s include he 

opportunity to present testimony, to cross-examine witnesses and to file post-hearing briefs . 

. Notice ofIutent to Sabmit Addino,bal Written Material. 11 AAC 02.030(d). ExxonMobil 

intends to subtnit additional written material, which may include exhibits and legal argument, in 

support of this appeal. 

Reqll~t for Stay - 11 Me 02.030(f). ExxonMobil requests a stay of each of the conclitions 

involved in this appeal. The public interest requires a stay. Unless a stay is imposed during the 
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ummlssioner's consider.lt:ion of the appeal, any modificstion or remand of the Decision would 

be of uncertain consequence. 

The work plans set forth in POD 21 submitted by ExxonMobil, and activity undertaken to date 

by the pro Owners, represent signiDcant effort by the Pro Ownel'$ to develop the resources 

within the PTtT. This acthity would continue durini consideration of this appeal. The Director, 

however, has asserted that failure to submit the requested data by November 15, 2004 is grounds 

for default und~]] AAe 83.374. A stay would allow the Pro Owners to pulSue a challenge of 

the conditions involved in this appeal without facing the prospect of default, notwithstanding the 

substantial work activity being undertaken in POD 21. To the el(tent the Director has exceeded 

proper authority and imposed improper conditions, a lessee should not be presented with the 

potential of jeopardi2:iog existing lease rights in order to appeal such impropet conditions. 

Dated this I~ day of October, 2004, at Houston" Texas. 

C£4~4n~ 
C. Stephen LUIi3 
Counsel for 
Exxon Mobil COIporation 
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DEPARTMENT OF NATURAL RESOURCES 

OFFICE OF THE COMMISSIONER 

November 24, 2004 

Richard J. Owen, Alaska Production Manager 
ExxonMobil Production Company 
3301 C Street, Suite 400 
Anchorage, AK 99501 
Facsimile: (907) 564-3789 

K H. MURKOWSKI, GOVERNOR 

o 400 WILLOUGHBY AVENUE 
JUNEAU. ALASKA 99801-1796 
PHONE: (907) 465-2400 
FAX: (907) 465·3886 

o 550 WEST 7TH AVENUE. SUITE 1400 
ANCHORAGE. ALASKA 99501-3650 
PHONE: (90l} 269·8431 
FAX: (90l} 269·8918 

C. Stephen Luna, Law Dept. 
Exxon Mobil Corporation 
800 Bell Street, Suite 1707 J 
Houston, Texas 77002 
Facsimile: (7l3) 656-6123 

FINAL ORDER AND DECISION 

Exxon Mobil Corporation (Exxon), Operator of the Point Thomson Unit (PTU), on 
behalf of itself and the other PTU Owners, appealed the Director's decision dated September 23, 
2004, entitled Point Thomson Unit Conditional Approval of the Twenty-first Plan of 
Development (the Decision). Exxon appealed the portion of the Decision that conditions 
approval of the Twenty-fIrst Plan of Development (2l s1 POD) on Exxon providing the 
Department of Natural Resources, Division of Oil and Gas (the Division) with specific technical 
data by November 15, 2004. 

The primary question in this appeal is whether the Division is entitled to a copy of the 
data that was the basis for Exxon's proposed 21 st POD and the Decision. After considering all 
material submitted in support of the appeal, it is my conclusion that the conditions imposed in the 
Decision are appropriate and necessary to allow the Division to discharge its responsibilities and 
to protect the State's interest. Therefore, the Director's decision is affirmed. 

BACKGROUND 

DNR approved the PTU Agreement effective August 1. 1977. On November 4, 1977, the 
Division certified the Point Thomson Unit #1 well (PTUl) capable of producing in paying 
quantities. Over 27-years ago, lessees discovered the Thomson Sand Reservoir underlying the 
PTU. They also found that the PTU contains significant gas condensate and black oil reserves. 
Yet, none of these unitized substances have ever been developed or put into production. 

On February 2, 2001, Exxon applied to simultaneously expand and contract the PTU 
boundary. In connection with that application, the PTU Owners made specific PTU development 
commitments to protect the State's interests. The PTU owners did not commit to develop the 
individual expansion leases, but they committed to commence development drilling in the PTU 
by June 15, 2006, and to complete seven development wells ,vithin the PTU by June 15, 2008. 
In addition, the PTU owners agreed to contract the expansion leases out of the unit and to pay the 

"Develop, COl/serve, and Enhance Natural R es()urces for Present and Future .4Iaskans. I.' 
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state monetary charges of up to $27,500,000 if they failed to meet those commitments, The PTU 
Owners also agreed that the expansion leases would contract out of the unit if they were not 
included in an approved participating area by a specific date. The Division approved the Second 
Expansion and 'Third Contraction (2nd Expansion) of the Unit Area effective July 31, 2001, 
which resulted in approximately a 39% increase in the PTU area. 

One of the tools the Division uses to manage oil and gas units is the unit plan of 
development, which discloses how the lessees intend to develop the unitized substances. Under 
11 AAe 83.343, 

.... a unit plan of development must include, to the extent available 
information exists 
(1) long-range proposed development activities for the unit, including 
plans to delineate all underlying oil or gas reservoirs, bring the reservoirs 
into production, and maintain and enhance production once established; 
(2) plans for the exploration or delineation of any land in the unit not 
included in a participating area; 
(3) details of the proposed operations for at least one year following 
submission of the plan; and 
(4) the surface location of prop<?sed facilities, drill pads, roads, docks, 
causeways, material sites, base camps, waste disposal sites, water supplies, 
airstrips, and any other operation or facility necessary for unit operations. 

Exxon, as PTU operator, periodically files a plan of development with the Division for 
approval as required by Article 10 of the PTU Agreement, which states: 

Within six months after completion of a well capable of producing 
unitized substances in paying quantities, the Unit Operator shall submit for 
the approval of the Director an acceptable plan of development and 
operation for the unitized land which, when approved by the Director, 
shall constitute the further drilling and operation obligations of the Unit 
Operator under this agreement for the period specified therein. Thereafter, 
from time to time, before the expiration of any existing plan the Unit 
Operator shall submit for the approval of the Director a plan for an 
additional specified period for the development and operation of the 
unitized land, The Unit Operator expressly covenants to develop the unit 
area as a reasonably prudent operator in a reasonably prudent manner. 

Any plan submitted pursuant to this section shall provide for the 
exploration of the unitized area and for the diligent drilling necessary for 
determination of the area or areas thereof capable of producing unitized 
substances in paying quantities in each and every productive formation and 
shall be as complete and adequate as the Director may determine to be 
necessary for timely development and proper conservation of the oil and 
gas resources of the unitized area, and ... 
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Exxon has filed 21 plans of development for the PTU since 1977. For the past several 
years, the PTU Owners focused on developing the PTU through a gas cycling project in which 
Exxon planned to produce natural gas, remove the condensates from the gas, and ship them 
through the existing trans-Alaska oil pipeline for sale. Exxon planned to re-inject the dry gas 
back into the reservoir for later production. The PTU Owners incorporated well and seismic data 
inlo geologic, geophysical, engineering, and economic models to evaluate the reservoirs 
underlying the PTu. The PTU Owners developed their current interpretation of the PTU 
reserves based on the available data and certain assumptions that they incorporated into the 
various models. 

From their analysis of the model results, the PTU Owners determined that the gas cycling 
project is not commercially viable, and future development would focus on producing natural gas 
for sale though a gas pipeline instead of gas cycling. The PTU Owners showed their revised 
interpretation of the TlJomson Reservoir to the Division staff in several presentations held over 
the past year, in compliance with the previous Twentieth Plan of Development (20th POD). 

The proposed 2.1 SI POD was due on July 1, 2004, 90 days before the 20m POD was due to 
expire: Exxon submitted a draft 21st POD on June 21,2004, that focused on gas sales rather 
than gas cycling and condensate sales. On June 23, 2004, Division staff met with the PTU 
Owners to discuss the draft 21st POD. The Division requested that the 21st POD include plans 
to evaluate all poteriti.a! hydrocarbon resources within the unit area and to evaluate alternate 
development scenarios. The Division also requested that the PTU Owners provide specific 
technical data it needed to complete its economic analysis of the gas cycling project and provided 
Exxon with draft wording describing the type of data needed. The PTU Owners submitted a 
revised draft 21st POD on July 13, 2004, which included most of the Division's requested 
changes. Exxon's revised draft 21st POD included plans to evaluate oil reserves in the Thomson 
Reservoir and Brookian accumulations within the PTU and alternate development scenarios over 
the next year. 

The PTU Owners and Division staff met again on July 21, 2004, to discuss the detailed 
plans and data subrruttals to be included in the 21st POD. The Division reiterated its need for 
certain technical data to evaluate the PTU Owners' interpretation of the gas cycling project. 
Exxon agreed to allolV the Division access to its geologic, reservoir, and economic models at 
Exxon's office in Houston, Texas, and following the July 21 meeting, Exxon proposed further 
revisions to the 21 s1 POD to accommodate the Division's requests. Although the PTU Owners 
agreed to proyjde some technical data, including digital data and interpretations, the proposed 
plan did not conunit t() provide all of the technical data that the Division needed to adequately 
review the plan of development and ensure consistency with 11 AAC 83 and AS 38.05. 

I 11 AAC 83.343 (c) "111cmit plan of development must be updated and submitted to the commissioner for 
approval at least 90 days bef()re the expiration date of the previously approved plan, as set out in that plan." 
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On July 30, 2004, the Division sent Exxon another revised draft 21 sl POD that specified 
the additional data needed to qualify the plan for approval, which induded the following: 

Digital files (ASCII) of the xyz grids that represent the results of the 
seismic interpretation. geologic model, and the reservoir simulation plus 
any other information that went into the in-place and recoverable 
volumetric calculations for all reservoirs or potential reservoirs evaluated 
to this point. Digital file (ASCm of the centerline faults for these 
interpretations. 

The Division received the final 21 st POD on September 1, 2004. Exxon's cover letter 
addressed to Division Director Mark Myers, dated August 3 I, 2004, stated in part: 

ExxonMobil, as PoiDt Thomson Unit (PTU) Operator ... submits the 
enclosed Twenty-First Plan of Further Development and Operation (POD 
21) for your review and approval. POD 21 is submitted in accordance 
with Article 10 of the Point Tbomson Unit Agreement (PTUA) and all 
other applicable regulations. 

This POD contains an update on the work activities 
commenced/completed under the 20th POD and a summary of the 
Owners' work plan under POD 21 fOT the ensuing twelve-month period. It 
is anticipated that during the course of this year that a large amount of data 
and interpretations covering geophysics, geology, reservoir modeling and 
economic analysis will be transferred to the ADNR under the tenns of an 
anticipated memorandum of understanding covering the confidentiality of 
this data. This data is to be provided to the ADNR to satisfy all applicable 
regulations and to support the Department's [sic] more complete 
understanding of the Pt. Thomson development alternatives and in 
anticipation of our working together to establish a reasonable course 
forward for field development that will accomplish the objectives of both 
the State of Alaska and the Unit Owners. 

(Exxon Letter dated August 31, 2004). 

During the preceding year, under the 20th POD, the PTU Owners completed the PTU 
studies and analysis that led Exxon to decide not to pursue the gas cycling project: 

During POD 20, the primary focus of PTU Owners was to complete a 
comprehensive multi-functional cost reduction and execution optimization 
effort, begun in POD 19, in an effort to define a conmlercially viable 
project. As reviewed with ADNR on April 8 and May 20, 2004, the Point 
Thomson Unit Owners expended significant resources over the past year, 
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however, the Owners have not been able to identify a viable Gas Injection 
Project under current·fiscal terms. 

Additionally, the Unit Owners continued to gather and analyze 
environmental. baseline and technical data from the PTU area, completed 
numerous technical studies, and continued to identify and evaluate project 
risk reduction opportunities. 

A comprehensive study of reservoir quality, includirig additional 
laboratory and mineralogy testing on remaining core, was performed. 
Understanding the distribution of reservoir quality remains difficult. Z 

During POD 20, the Owners completed their assessment of the Gas 
Injection Project conunercial viability incorporating new cost and resource 
information obtained during POD 19. The Point Thomson Unit Owners 
have ex:pended significant resources in an effort to identify a viable way to 
design, construct and operate this project. These efforts include numerous 
technical studies focused on reservoir quality, structure and depletion 
planning as well as a comprehensive, multi-functional costs reduction and 
ex:ecution optimization study as described above. pespite these efforts, 
the Owners have not been abJe to identify an economically viable Gas 
Injection Project under current fiscal terms. 

(pOD 20 Update. Page 3) 

In the proposed 21st POD. Exxon committed to provide the Division with a restricted 
review of the infonnation the Division had requested. During the proposed 2et POD, the PTU 
Owners would prepare for a future open Season for major gas sales from the North Slope of 
Alaska. The 21$t POD provided in part: 

Exxon Mobil Corporation ("ExxonMobil"), as unit Operator, requests, On 
behalf of the Working Interest Owners ("Owners") that POD 21 
encompasses a one year period, from October 1, 2004 through September 
30,2005. 

2 POD 20 Update, pages 1 and 2. Exxon listed the following other items in POD 20 accomplishments: 1. Deciding 
to suspend the permitting process after some progress Exxon had concluded that the cycling project is not 
commercially viable; 2. Consideration of alternative engineering plans to reduce gas cycling costs; 3. Completion of 
many technical studies on the PTU reservoir and economic, geologic, depletion and other models. 
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1. The Point Thomson Owners will share with the ADNR results of 
evaluations and other work associated with potential hydrocarbon 
resources within the unit area, including the Brookian and Pre­
Mississippian reservoirs to include estimates, distributions and mapping. 

2. Consult with the ADNR and review the Economic Spreadsheet Model 
of PTU Gas Injection Project, including assumptions on rates of oil 
(condensate) and gas production, costs (finding development, and 
production) with related spreadsheet equations, economic pararnelers that 
drive the model, and results of the model. ExxonMobil will hold 
economic workshops with ADNR staff to review the spreadsheet 
calculations and results. 

3. Provide the A.D1\TR with existing technical lnfonnation, costs, and 
other fiscal assumptions (including government take ramifications) 
necessary to assist the ADNR in completion of their economic analysis of 
the Gas Injection Project. To that end. the Owners will provide ADNR 
with the following under provisions of the confidentiality contained in a 
memorandum of understanding to be executed between ADNR and the 
PTU Owners and contained in all applicable statutes and regulations: 

a) The pre-stack depth migrated seismic data set in SEG Y format (8 
millimeter, DLT or DVD); with deconvolution and without 
deconvolution; full stacks plus velocities. XY's will be provided 
in a digital file of bin centers wirh a 3D-inline map in a .cgm file. 

b) Access to the results of the seismic interpretation. the geologic 
model, and the reservoir simulation at ExxonMobil offices in 
Houston, Texas, including all information used in the in-place 
volumetrics and recoverable reserve estimates for all reservoirs or 
potential reservoirs evaluated to this point. 

c) Data and interpretations of recent core studies that address 
potential sanding of the Thomson sand. 

d) Well and facility construction cost estimates. 

(2 t sf POD, page 4, emphasis added) 

The 21 st POD contained two significant changes from the drafts that the Division had 
previously discussed with the PTU Owners. The PTU Owners proposed to provide the Division 
with only a portion of the data the Division had requested, and although they would not provide a 
copy of the remaining data for the Division's rues, they offered to make it available for review in 

Exc.000317 



) 

J 

) 

Exxon Mobil Corporation 
Point Thomson Unit, 21 II POD 
Decision on Appeal of the Director's Conditional Decision 
Page 7 

Houston, Texas. The PTU owners also indicated that tbe Division would need to execute a 
memorandum of agreement regarding confidentiality before any information would be provided 
to the Division. 

On September 23. 2004, the Division issued a conditional approval of the 21 sl POD. The 
Division approved the plan on condition that Exxon provide the Division with copies of all the 
data requested by the Division no later than November 15, 2004, without executing a 
memorandum of agreement regarding confidentiality of the data. The Decision was conditioned 
on provision of the following information: 

a) The pre-stack depth migrated seismic data set in SEGY fonnat (8 
millimeter, DLT or DVD); with deconvolution and without 
deconvolution; full stacks plus velocities. XY's will be provided in a 
digital file of bin centers with a 3D-inline map in a .cgm file. 

b) Digital files (ASCII) of the xyz grids that represent the results of the 
seismic interpretation, geologic model, and the reservoir simulation, 
and the centerline faults for these interpretations, including all 
infonnation used in the in-place volumetrics and recoverable reserve 
estimates for all reservoirs or potential reservoirs evaluated to this 
point. 

c) 

d) 

e) 

Access to the results of the seismic interpretation, the geologic modeJ, 
and the reservoir simulation at ExxonMobil offices in Houston, Texas. 

Data and interpretations of recent core studies that address potential 
sanding of the Thomson sand. 

Well. facility, and infrastructure construction cost estimates (including 
sequence and timing) and operating cost estimates. 

(Decision, Page 3) 

The basic difference between the data Exxon offered to provide and the data listed in the 
Decision was the addition of condition (b). The Decision also stated that the PTU Twenty~ 
second Plan of Development (22nd POD) "must contain specific plans for development drilling 
within the PTU." 

On October 15, 2004, Exxon appealed the conditions imposed in the Decision requiring it 
to provide technical data to the Division by November 15, 2004, and the requirement the 22nd 

POD include specific plans to fulfill Lhe drilling commitment by June 15,2006. Exxon requested 
that I stay the Decision pending a decision on this appeal and requested a hearing on this appeal. 
Exxon stated the issue for hearing as follows: 
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The factual and legal issues to be decided are whether the Plan of 
Development for the Point Thomson Unit should include the referenced 
conditions and a date for compliance with such conditions. 

On October 27, 2004, I denied Exxon's request for stay and postponed a decision on 
Exxon's request for a hearing until receipt of any additional material in support of appeal. Exxon 
submitted additional written material supporting its appeal on November 7, 2004, and requested 
that I reconsider my denial of Exxon's request for stay. "At a minimum, the Commissioner 
should require that any data required by condition (b) of the Decision be submitted to the 
Commissioner under seal and not be distributed to any Division personnel until a decision on this 
appeal is issued by the Commissioner." 

On November 10, 2004, I verbally agreed that Exxon could submit the confidential data 
to fulfill condition (b) in a sealed envelope, and the Division would not review it before I issue a 
decision on the appeal.! agreeci that if I found for the Division, Division personnel could review 
the information; if I found for Exxon, then the Division would return the envelope unopened. 

On November 15, 2004, Exxon hand delivered a box of technical data to the Division to 
fulfill the conditions contained in the Decision. Included with the box of data was a sealed 
envelope, purportedly containing the information requested under condition (b), which remains 
unopened. Exxon also proposed a protocol for handling confidential data provided to the DNR 
under the 21 SI POD, and requested that the Division concur with the protocol before creating a 
backup of any of the data files or placing the data on a network connected workstation. 

DECISION 

The department may hold a hearing to resolve factual questions if the appellant requests a 
hearing in accordance with II AAC 02.030(a)(13).3 The issue specified for hearing was whether 
the Division should have included a requirement that Exxon provide the Division with the 
requested infonnation by November 15,2004. A hearing would not help me resolve this type of 
issue. Therefore, Exxon's request for hearing is denied. 

The DNR clearly has the discretion to require modifications to a proposed unit plan of 
development under 11 AAC 83.343 (c). 

The commissioner will approve the updated unit plan of development if it 
complies with the provisions of 11 AAC 83.303. If the proposed update of 
a unit plan of development is disapproved, the commissioner will, in his 

3 11 Me 02.030(a)(13). "An appeal or request for reconsideration under this chapter must ... (! 3) include a request 
for an oral hearing, if desired; in the appeal or request for reconsideration, the appellant may include a request for 
any special procedures to be used at the hearing; the appeal or request for reconsideration must describe the factual 
issues to be considered at the hearing." 

PlU R('.c uO 12275 

Exc.000319 



) 

/. "'j.' , 

) 

Exxon Mobil Corporation 
Point Thomson Unit, 21'1 POD 
Decision on Appeal of the Director's Conditional Decision 
Page 9 

discretion, propose modifications which, if accepted by the unit operator, 
would qualify the plan for approval. 

The Division reviewed Exxon's drafts of the 21 st POD and told the PTU Owners on 
several occasions that the plan was not acceptable without a commitment to provide all of the 
data needed to evaluate the gas cycling program, including the digital files specified in condition 
(b). During review of the draft plans, the Division indicated that modifications of the proposed 
21 SI POD would be necessary before the plan would be acceptable. Specifically, the Division 
requested that the 21 st POD include a conunitment to provide the requested technical data. 

Since the Unit Operator did not incorporate the requested modifications, the Director 
found the plan to be lacking, and he could have denied the 21 s1 POD. If the Director had 
disapproved the 21 51 POD, rather than issuing a conditional approval, the PTU would not have an 
approved plan, which is a ground for default under the PTU Agreement. 

The PTU Owners presented their interpretation of the requested technical data to the 
Division staff during the term of the Twentieth Plan of Development. The Division did not ask 
the PTU Owners to acquire any additional data or to produce new interpretations of the existing 
data. Therefore, the Director did not anticipate that it would take very long for Exxon to compile 
the requested information. The Director required submittal of the data by.November 15, 2004, 
which gave the PTU Owners nearly two months from the Decision date to compile the 
information for transmittal. And, in fact, Exxon did compile the data and deliver it to the 
Division within the time allowed. Assuming the sealed envelope contains the information 
requested by the Division, Exxon timely complied with the conditions for approval of the 21st 

POD, and its request for stay of the conditions in the Decision during the appeal process is moot. 

The Division did not intend for Exxon to schedule the proposed work sessions prior to 
November 15, 2004. Division staff would like an opportunity to review the technical data in­
hot::~e before attending the work sessions in Texas. This will allow them to be better informed 
and prepared to e\'aluate the modeling. At a minimum, having possession of the technical data 
prior to the work sessions will reduce the time needed to evaluate the results. 

In its appeal, Exxon relies primarily on the following statutes, regulations, and 
agreements that give me authority to require lessees to provide confidential data and information 
but not interpretations of that data: AS 38.05.180(x), 11 AAC 82.805, and Article 11 of the PTU 
Agreement. However, those provisions do not apply in this case. 

Exxon has proffered its models, interpretations, and analysis of PTU geology, reservoirs, 
engineering plans, and economic factors as the basis upon which the Division should approve not 
only the 21 st POD, but preceding plans of development. The documents on file in this matter 
show that Exxon is willing to share the requested information and its interpretations with the 
Division. Acknowledging that the Division needs access to the data and interpretations [0 

evaluate the 21 st POD, Exxon proposed that Division staff attend several work sessions in its 
Houston office to review the data and run different scenarios on Exxon's proprietary models. 
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Exxon concedes that the Division is entitled to see the information and interpretations that Exxon 
is asking the Division to rely on. Therefore, the authorities Exxon cites for the proposition that 
the Division cannot require disclosure of interpretations of data do not apply in this case.4 

The primary questions in this appeal are then whether the Division can require Exxon to 
provide copies of the requested information to the Division, whether Exxon can limit the 
Division's review of certain information to a field inspection in Houston, Texas, and whether 
Exxon can condition the Division's review of the requested information on execution of a 
confidentiality agreement restricting the Division's use of the information in excess of current 
confidentiality statutes and regulations. 

Exxon contends that the gas cycling project is not commercially viable and therefore, the 
PTU Owners plan to focus on gas sales. Exxon based that determination on the technical data 
requested by the Division. The Division needs to evaluate whether gas sales will conserve the 
PTU reserves, prevent economic and physical waste, and protect the. State's interests.s The 
requested technical data is necessary for (he Division to make tbose determinations. In order for 
the DIvision to have an opportunity for meaningful review of the unit operator's development 
decisions, the Division needs unfettered access to technical information that provides the basis 
for those decisions. The Division needs to be free to consider the information in due course at 
the Division's offices in Anchorage, and should not be restricted to viewing the information at 
Exxon's offices in Houston, Texas. 

The Division also needs to have custody of a complete record of the basis for its 
decisions. If the Division is limited to reviewing information out-of-state at the lessees' office, 
the Division would not have a record of the information considered in its decision. 

4 There is no preclusion against the Division having interpretative documents. Several statutory and regulatory 
provisions authorize the Division to have such documents and to keep them confidential including: AS 
38.05.OJ5(a)(9); AS 38.05.I80(x); II AAC 82.810(a); and 11 AAC 83.306(4). 
~ The commissioner must consider the criteria in 11 AAe 83.303 (a) and (b) when evaluating a plan of development: 
(a) The corrunissioner will approve a proposed unit agreement for state oil and gas leases if he makes a written 
finding that the agreement is necessary or advisable to protect the public interest considering the provisions of AS 
38.05.180 (p) and this section. The commissioner wiJI approve a proposed unit agreement upon a written finding that 
it will (1) promote conservation of all natural resources, including all or part of an oil or gas pool, field, or like area; 
(2) promote the prevention of economic and physical waste; and (3) provide for the protection of all parties of 
interest, including the state. (b) In evaluating the above criteria, the commissioner wiH consider (I) the 
environmental costs and benefits of unitized exploration or dcvelopment; (2) the geological and engineering 
characteristics of the potential hydrocarbon accwnulalion or reservoir proposed for unitization; (3) prior exploratiol1 
activities in the pioposed unit area; (4) the applicant's plans for exploration or development of the unit area; (5) the 
economic costs and benefits to the state; and (6) any other relevant factors, including measures to mitigate impacts 
identified above, the commissioner determines necessary or advisable to protect the public interest. (c) The 
commissioner will consider the criteria in (a) and (b) of this section when evaluating each requested authorization or 
approval under J 1 AAC 83.301 - 11 AAC 83.395 , inclUding (1) an approval of a unit agreement; (2) an extension or 
amendment of a unit agreement; (3) a plan or amendment of a plan of cxploration, development or operations: (4) a 
participating area; or (5) a proposed or revised production or cost allocation formula. J I MC 83.303. 
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The PTU Owners requested that DNR execute a confidentiality agreement specific to the 
PTIJ data before accessing the confidential information provided to the Division. The statutes, 
regulations, and the PTU Agreement provide for submittal of confidential information. The 
Division is required to bold geological, geophysical, engineering, and economic data; and 
interpretations of that data confidential upon request of the lessee.6 In addition, the Division 
interprets the regulations to extend confidentiality to all work product and internal interpretations 
that are based on confidential data. 

Although transmittal of electronic data is relatively new technology, it has become 
increasingly common and is not new to the Division. The Division has received confidential 
geological. geophysical, engineering and economic data and infonnation in digital format for 
many years without incident. The State recognized the risks inherent in transferring data 
electronically and established security procedures. Confidential data submitted on disc or tape is 
stored in the Division's vault in a secure work area along with hard-copy documents provided by 
lessees, permittees, and operators. 

The Division limits access to the vault and the secure work area to those employees who 
need confidential information to perform their duties. Access to confidential digital data is 
limited by security and permissions to only a few designated Division staff members. Security 
access levels are assigned by position. For example, an employee with access to the secured 
work area may not have access to the inner vault. The Division installed a high end firewall 
between the entire Division and the rest of the State's network, which also has a firewall in place. 
No one outside the designated staff members is permitted to access any data behind the firewall. 
The Division staff that handle confidential data are aware of the responsibility to maintain the 
security of the data and of the potentiallegal actions that might result from disclosure of the data 
and infonnation. 

Therefore, it is inappropriate for Exxon to condition provlSlon of the requested 
information on the execution of a confidentiality agreement. Moreover, the Division should nol 
be put in the position of having to bargain over the terms of confidentiality agreements with each 
lessee or unit operator to obtain information to evaluate their plans to develop the State's 
resources. 

In addition, Exxon requested that the Division strike the penultimate paragraph of the 
Decision, which stated: 

This conditional approval of the proposed 21st POD does not relieve tbe 
PTU Owners of any of the conditions under which the Division approved 
the 2nd Expansion. Development drilling in the PTU must begin by June 
15, 2006, or all of the Expansion Acreage will automatically contract out 

6 11 MC 82.81 O(a) Geological. geophysical. and engineering data, including well and bore hole data. and 
interpretations of those data. will be kept contidential at the wrinen request of the p~rson supplying the information. 
Cost data and financial information submitted in support of applications. bonds, leases, and similar items will be kept 
confidential at the written request of the person supplying the information except as provided in AS 38.05.036. 
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of the ?TU and the PTU Owners wi1l pay $20 million to the State of 
Alaska. The PTU Twenty-second Plan of Development (22nd POD). 
which is due on July l, 2005, must contain specific plans for development 
drilling in the PTU. 

This language alludes to drilling commitments the PTU Owners made in the 2nd 

Expansion. Exxon claims it is inappropriate for the Division to include this paragraph in the 
Decision because 

... this language arguably conditions the plan of development for the entire 
Point Thomson Unit by including terms set forth in the approvals by DNR 
of expansion of the Point Thomson Unit that were agreed to by certain 
Working Interest Owners and that relate only to the "Expansion Acreage." 

Although failing to fulfIll the commitments will result in contraction of the PTU and 
relinquishment of the expansion acreage, it would not constitute an automatk default of the PTU 
Agreement. 

The Division was reluctant to expand the PTU by 39% in 2001. given that no 
development had occurred in the unit during the preceding 24 years, and the PTU Owners had no 
plans to develop the known reservoirs underlying the PTU in the foreseeable future. The· 
Division found that approving the 2nd Expansion was only in the State's interest if the PTU 
Owners committed to develop the Thomson Reservoir. Exxon repeatedly stated in the 215(, 20ib 
and preceding plans that it cannot find a viable commercial development. It is very appropriate, 
in the face of those representations, that the Division be clear about what it is and is not 
approving. In this case, the Division agrees that it is appropriate for Exxon to evaluate 
development of the Thomson Reservoir through major gas sales from the North Slope, but Exxon 
is not relieved from the commitments made in connection with the 2nd Expansion. 

CONCLUSION 

In consideration of the foregoing, I find as follows. 

• The DNR has the authority to condition its approval of a plan of 
development, and that it was appropriate for the Director to condition 
approval of the proposed 21 st POD. 

• The DNR has authority under the statutes. regulations, and the PTU 
Agreement to require submittal of the technical data supporting a plan of 
development. 

• It is appropriate for the Division to require submittal of the requested data 
and information, and to set a deadline of November 15. 2004. 

PTU Rcc_ 0017..279 
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• It is not appropriate for Exxon to condition provision of technical data to 
the Division on the execution of a confidentiality agreement. 

• The commitments contained in the 2nd Expansion are integrated into the 
long-term plan of development for Ihe PTU. And, given the timeline to 
fulfill the drilling commitments, it is appropriate that the Division give 
Exxon notice that the drilling plan must be addressed in the 2200 POD. 

Therefore, I affirm the Director's conditional approval of the 21 51 POD. 

This is the final administrative order and decision of the department for purposes of an 
appeal to Superior Court. An appellant affected by this final order and decision may appeal to 
Superior Court within 30 days in accordance with the rules of the court, and to the extent 
permitted by applicable law. 

cc: Mark D. Myers, Director DO&G 
Richard Todd, Dept. of Law 

Sincerely, 

Thomas E. Irwin 
Commissioner 

001 7 i l.>() 
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l!xxonMobn Production CO"" y 
P.O.9ox 196601 
Anchorage, Alaska 99519-6601 

July 1, 20,05 

Dr. Mark Myers 
State of Alaska 
Department of Natural Resources 
Division of 011 & Gas 
550 West 7th Avenue, Suite 800 
Anchorage, Alaska 99501-3560 

Re: Pt. Thomson Unit POD 22 

Dear Dr. Myers: 

fllchr -I. Owen 
Alask!. .>ducIlon Manager 
Joint Interest U.S, 

EJ5<onM9bil 
Production 
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ExxonMobfl, as Point Thomson Unit (PTU) Operator and on behalf of the PTU Working Interest 
Owners (Owners), hereby submits the enclosed Twenty-second PIan of Further Development 
and Operation (POD 22) for your review and approval. POD 22 is submitted in accordance with 
Article 10 of the Point Thomson Unit Agreement (PTUA) and applicable regurations. 

This POD contains an update on the work activeties commenced/completed under the 21st POD 
and a summary of the Owners' work plans under POD 22 for the ensuing twelve-month period. 

We apprecia~e the attendance by you and other members of the DMsion at the June 29, 2005. 
meeting In whIch ExxonMobll reviewed the work performed under the 21st POD, and on June 
3D, 2005, in which we discussed the work proposed to be done under POD 22. , 

Stncerely. 

Chairman, PTU Owners Committee 

RJO:jpc 
Attachment -

xc: PTUWIO 
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POINT THOMSON UNIT 

Twenty-second Plan of Further Development and Operation 
and 

Update on the Twenty-first Plan of Further Development and Operation, 

In accordance with the requirement of the Point Thomson Unit Agreement (Article ,10) 
and all applicable regulations, provided herein is the Twenty-second Plan of Further 
Development and Operation (POD 22) for the Point Thomson Unit (PTU) together with 
the Update on the PTU Twenty-first Plan of Further Development and Operation (POD 
21). Exxon Mobil Corporation (IExxonMobU") as Unit Operator is submitting both the 
update to POD 21 and POD 22 on behalf of the PTU Working Interest Owners (Owners). ' 

Update of the Twenty-first Plan of Further Development and Operation 

During POD 21, the primary focus of the PTU OWners was to progress technical and 
commercial evaluations necessary to ensure the Owners will be In a position to 
participate in a future open season for major gas sales from the North Slope of Alaska. 
Exxon Mobil, BP, and ConocoPhllllps are major working Interest owners In Point 
Thomson, and comprise the Sponsor Group that has submitted an application under the 
stranded Gas Development Act (SGDA). The Sponsor Group, as well as Chevron, 
depends on PTU resources to underpin firm supply commitments for major gas sales. 
The facilities component of POD 21 was to conduct screening designs and prepare cost 
estimates for facilities needed to produce the Point Thomson reservoir to a major gas 
sales pipeline. Geological and reservoir studies are progressing to evaluate the 
Thomson and Pre-Mississippian intervals in more detail as required to understand the 
reservoir dynamics under a gas sales development and evaluate production flowstreams 
~nd economics of the new higher definftlon cases. A significant effort was also 
expended in' providing the ADNR with data on the Gas '-njection Project, the gas sales 
project and potential combinations of gas Injection and gas sales projects. Several 
workshops were held with the ADNR to review the data, methodologies and results. A 
comprehensive technical review was held with the ADNR staff on June 29, 2005 to 
review the work done on the Pre-Mississippian fonnation and to satisfy the requirements 
of Section 4 of POD 21. ' 

During the one-year term of POD 21, the Owners spent In excess of four million dollars, 
representing approximately 10 staff-years of technical work to advance efforts toward 
commercializing the PTU hydrocarbon resource. The Unit Owners continued to 
participate In environmental baseline surveys and development of technical data from 
the PTU area, completeq numerous technical studies and reports, and continued to 
identify and evaluate project risk reduction opportunities. 

POD 21 enumerated ,seven specit1c work areas that were to be pursued by the Owners. 
Comments on each are provided belc?w. During POD 21, the Owners submitted an 
extensive amount of data on potential PTU developments to, the AD~R. A major data 
submittal was made on November 15, 2004, which provided data 'as required In Sections 
1 and 3 of POD 21, on studies related to the Brookian Formation reservoirs and the Gas 
Injection Project. A second submission was made on April 8, 2005 and was In response 
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to Govemor Murkowskf's and Dr. Myers' letters requesting data on gas sales projects 
and gas sales' combIned with gas Injection projects, etc. Additional data and information 
submittals occurred In conjunction with speC/f1c meetings and workshops as discussed 
below. ' 

1. The Point Thomson Owners will share wffh'the ADNR results of evaluations and 
other work assocfated with potential hydrocarbon resources within the unit area, 
including the Brook/an and Pre-MissIssippian reservoirs to include reserve estimates, 
distributions and mapping. 

The existing data on the Brooklan reservoIr was Included in the November 15, 2004 data 
package, ExhIbit 5, and was further addressed in the April 8, 2005 data submission, 
exhibit 8. The Brooklan was also reviewed extensively at the June 13-15 subsurface 
workshops that are discussed under Item 3. As d!scussed in these data packages and 
at the workshop, there are sIgnificant hurdles to be overcome in achieving commercially 
viable development of the -Brooklan reservoirs In the PTU area, most notable among 
these Is the reservoir connectlvltylrecovery uncertaInty. 

The Pre-MissIssIppian reservoir has been the subject of extensive new work in the POD 
21 tlmeframe. Specific activitIes have Included reassessment of ail we" tests; review of 
all cores and core stUdies; review of the drilling history; seismic interpretation rhat 
Includes mapping of Pre-Mlssisslppian faults and surfaces; and geological interpretation 
Including fracture characterization. Results of the Pre-MIssissippian 3-D studies were 
Incorporated Into the 2005 combined ThomsonlPre-MississipPian 3-D geologic model 
Screening simulation studies were performed In parallel using InfOllTlation from the Pre­
MiSSiSSippian studies. The results of the Pre-MIssissippian work. Including interim 
reserves estimation and distribution, were reviewed with 1he staff of the ADNR on June 
29,2005. 

2. Consult with the ADNR and review the Economic Spreadsheet Model of PTU Gas 
Inject/on Project, Including assumptions on rates of all (condensa(e) and gas 
product/on, costs (finding" development. and production) with related spreadsheet 
equations, economIc parameters that drive the model, and results of the model. 
CxxonMobH will hold economic workshops with ADNR staff to revIew the 
spreadsheet calculations and results. 

Gas Injection Project economic model 'input data was provided to the ADNR in the 
November 15,2004 submissIon, indudlng al/ production flow rates and costs for what 
was referred to as the Rev. S" case. In the April 8, 2005 SUbmission, similar data was 
provided for the Front End Engineering Design (FEED), Rev. B case. Exxon Mobil 
reviewed the spreadsheet equations, parameters and results at a workshop on May 24, 
2005 and Is available to conduct additional workshops at the ADNR's request. 

3. Provide the ADNR with existing technIcal information, costs, and other fiscal 
assumptions (including government take ramifications) necessary to assist the 
ADNR In completion of their economic analysIs oftha Gas Injection Project. To thcJt 
end, the Owners wIll proVIde ADNR with the fof/owlng: 

.?, -
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a) The pre-stack depth migrated seismic data set In SEGY format (8 
millimeter, OLT or OVO) wfth deconvolution and without 
deconvolution; full stacks plus ve/oeities. XY's are provided In a 
digital file of bin centers with a 3D-lnlfne map In a .cgm file. 

b) Digital flIes (ASCII) of the xyz grids that represent the results of the 
seismic interpretation, geologic modal, and the reservoir simulation, 
and the centerline faults for these interpretations, Including all 
Information used In the in-place volumetrics and recoverable 
reserve estimates for al/ reservoirs or potential reservoirs evaluated 
to thIs point. 

c) Access to the results of the seismic interpretation, the geologic 
model, and the reselVoir simulation at ExxonMobll offices in 
Houston, Texas. 

d) Data and Interpretations of recent core studies that address 
potentiaf sanding of the Thomson sand. 

e) Well, facility, and Infrastructure construction cost estimates 
(Incfudlng sequence and timing) and operating cost estimates. 

All requested data was provided in the November 15, 2004 data submtssion to the 
ADNR as prescrlbed.!n the conditions for approval of POD 21 In the September 23, 2004 
decision of the Director. The seismic information requested in paragraph a) was 
Included In Exhibit 1 of the submfsslon,'the geologic model requested In paragraph b) 
Including faults was Included in, Exhibit 2, and the Thomson Sand core studies.pertalning 
to the potential for sanding requested in paragraph d) 'Nere Included in Exhibit 3. Exhiblt 
4 of the package included the technical and economic Input assumptions, facility design 
Information Including capital and expense costs, and tables Itemizing all flowstreams. 
capital and expense costs, and price netback forecasts Indudlng pipeline costs as 
requested In paragraph e. ' 

A workshop (teleconference) was held on May 26, 2005 to discuss the depth conversion 
that was made during the 2001 to 2003 tlmeframe and that was the basis for the gas 

, Injection project's geologic model. Prior to this review a paper entitled "A History of Top 
Thomson Depth Mapping (2001 to 2003) for the ADNR" was provided to the ADNR staff. 
A copy of the material presented on May 26 was subsequently provided to the ADNR. 

A workshop was held for the ADNR In Exxon Mobil's offices in Houston during June 13-
15, 2005 as provided for In paragraph c. The purposes of this workshop were to provide 
a comprehensive technical understanding of geoscience InterpretatJons, geologic model 
and reservoir .slmulation used fgr the PTU Gas Injection Project (GIP) to the ADNR and 
to share fnfOrri1atlol"i used for i!1'-place volumetrics and recoverable reserve. estimate for 

, ,the Thomson reservoir with the ADNR. During this workshop access to the results of the 
geophysical, geologic and reservoir Interpretations were made available. ExxonMobll 
remains available to conduct additional technical workshops at the ADNR's request. 

4. Activity during POD 21 will include work on progressing techn{cal and commercIal 
evaluations necessary to assure' the Owners wIll be In a posmon to participate in a 
future open saason for major gas sa/as from the North Slope of Alaska. ExxonMobfl, , 

-3-
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BP, and ConocoPhllllps ara major working interest owners in point Thomson, and 
comprise the Sponsor Group that has subm;tted an application under the Stranded 
Gas Development Act (SGDA) addreSsing a major gas pipeline. The Sponsor 
Group, as well as Ch(jvron Texaco, depends on PTU resources to underpin firm 
supply commitments for major gas sales. The PoInt Thomson Owners possess both 
the capability and Nort/l Slope experience neceSsary to develop and reliably operate 
the Point Thomson Una and to overcome {ts associated technical challenges. ' 

a) Develop a conceptual gas sales depletion plan. Work will Include reservoir 
simulation to enhance production and recovery predictions under various gas 
sales scenarios; Inftlalldentification of sales rates and well placement along wIth 
associated optimizations; assessment of the impact of the Pre-MississIppian on 

, gas sales performance; and uncertainty analysis to assess the impact of 
reservoir connectivity and sand control issues. 

b) Conduct screening evaluations of Point Thomson gas sales production facl/mes. 
Planned actMt/es Include evaluation of PTU gas separation, compression and 
conditionIng alternatives, export pIpeline design concepts, and identification of 
infrastructure and altematlves requirements. The Owners plan to work with the 
Prudhoe Bay Unft (PBU) Owners to conduct a screening evaluation at gas 
rece{ving facility options at PBU. 

c) Identify and Implement additional PTU gas sales planning and technical woIk 
necessary to support SGDA negotiations and consistent with the schedule 
outlined by the gas pIpeline Sponsor Group_ 

d) Share results from a through c above with the ADNR as available, but no later 
than July 1, 2005. 

A conceptual depletIon plan was developed. This depletion plan incorporated the results 
of the prior geologic model with updated reservoir simulation and updated facilities 
desIgns and cost estimates. As Is normal with all major projects, this represents one 
step or phase in the project development process, as discussed below. The depletion 
plan will be further refined during POD 22 and subsequent phases of work. 

, The current status of the work performed under this Item 4 was reVIewed with the ADNR 
on June 29, 2005. ThIs Included a review of the screening level gas sales depletion plan 
and the gas and condensate f10wstreams that were used In the screening evaluation of 
Point Thomson gas sales production facilities. The overall production scheme is to 
produce gas from Point Thomson and deliver the gas to the Prudhoe Bay area where It 
can be further processed In a gas treatment plant and prepared for sales. ReceiVing 
facility qeslgn has been coordinated with the PBU Operator to ensure compatibility with 
PBU operations and plans for gas sales from PBU .. 

. ' Reservoir simulation stUdies' to 'further refine the effect 'of the Pre-Mississippian' reservoIr 
on PTU gas sales as well as work on an uncertainty analysis are continuing at this time. 
The Owners anticipate further submittal to the ADNR prior to the close of POD 21 to 
review the status of this work. The simulation work for POD 21 Included a screenIng 
assessment of the Impact of the Pre-Mississippian resi?rvo/r and Thomson aquifer Influx 
on ThOmson production and possible enhancements to the 2003 major gas sales 
screening study depletion plan. Due to schedule requirements and the need to progress 
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this screening work within the POD 21 timeframe, this work was based on the 2003 
geologIc moder. 

During POD 21, the 2003 geologic model was updated to include the Pre-Mississippian 
reservoir that Is in communication with the 'Thomson reservoir. The updated model will 
provide the basis for the decision qualitY reserVOir simulatfon that /s to be performed In , 
the second half of 2005 and In 2006. In' addition to the base case model, technical work 
towards construction of low and 'high side models Is ongoing. POD 22 will address the 
low and high side geologIc model as well as simulatlon of the base, low and high side 
models. 

Several studies needed to generate this new object based geologic model have already 
been completed, Including a seismic lineament study to construct a more detailed 
representation of faulting, especially in the Pre-Mississippian section, along with other 
Pre-Mls~lsslpplan work as detailed under Item 1 above. Additional depositIonal and 
structural scenarios will be incorporated to model a range of high and low side variations 
toward a more robust uncertainty analysis. These additional realizations will help in 
understandlQg questions of reservoIr continuity, development planning, and number of 
wells needed. Uncertainty analysis will proceed concurrent to the geologiC modeling 
efforts and will help define the risks and range of uncertainty inherent to the PTU ~ 
reservoirs while providing Input to the geologic modeling as weU as forming the basis for 
updated resource estimates. 

stu~les have been done to support the SGDA negotiations and provide data to both the 
Owners and the State. Work included evaluation of PTU gas export pipeline rosts, 
evaluation of production allocatlon·to tracts for royalty purposes, and provision of 
extensive Information to evaluate commercl~1 viability of development alternatives. 

5. In addftion to shanng with ADNR the Economic Spreadsheet Model for the gas 
Injection only scenario (Item #2 above), the Owners will carry out an economic 
evaluation of a gas sales only scenario based on the information developed under 
item #4 above. ' 

a) The Owners will also carry out a preliminary economic evaluation of a gas 
fnjection followed by g8S sales scenario. 

b) The Owners will present the results of their evaluation of a/l three scenarios, 'and 
their sensitMtfes with respect to gas and liqulds'screenlng analysis, to ADNR 
during the term of POD 21. Exxon Mobil will hold additional workshops with 
ADNR staff to review the economic spreadsheet calculations and other related 
model results. 

A review pf: the gas InJection, gas sales, and combination cases and' results of the 
preliminary screening analyses 'Was held' With the State's Gas Cablnet,'wl}lclf ihctuded 
the ADNR, on March 4, 2005. Input data for the preliminary economic. evaluation of a 
gas sales only and a gas injection followed by gas sales scenarlo were provlded to the 
ADNR In the April a, 2005 data submission and the results were qualitatively discussed 
in that submissIon. The gas injection case was reviewed In more detail In the May 24, 
2005 workshop . The updated facflltles screening study results for a gas sales project 
based on POD 21 work was shared with tl)e ADNR In the June 29, 2005 presentation. 
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ExxonMobil Is available at the ADNR's convenience to further discuss the model and 
results. 

6. Continue participation in baseline environmental sUNeys in the Point Thomson are£!. 
ActIVifies ·include· cooperative fundIng of· Polar Bear denning. SUNeys and repor(, 
preparation, a Beaufort Sea watetfowi- breeding report, a report on large animal 
(Caribou) use of riparian zones, and a report on experimental gravel re-vegetation 
plots. . 

The 2005 Polar Bear dennlng survey Is currently underway and a report will be prepared 
at the conclusion of the survey. Reports have been finalized for the Beaufort Sea 
waterfowl breeding, large animal (Caribou) use of riparian zones and experimental 
gravel re-vegetatlon. These reports were distributed to the Owners and will be retained 
for use In future pennltting efforts. 

7. Advance final negotIations toward a new Unff Operating Agreement with the 
objectIve of securing approval by the aligned Owners and the sma/fer interest 
Owners. 

Negotiations are ongoing to finalize the new Unit Operating Agreement. In the Jast year 
significant progress has been made on two major issues, gas balancing and accounting. 
The Owners are continuing to move forward on an agreement that can be put before 
management for approval. . 
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Twenty·second Plan of Further Development and Operation (POD 22) 

ExxonMcibll Corporation CExxonty1obU"), asUnft Operator, requests, on behalf of the 
Worl<lng Interest Owners ("Owners,") that POD 2Z en'compass a one yei3T: perlod,' from 
October 1, 2005 through September 30,2006, ' 

, , 

Activity during POD 22 will Include furth~r development of the Gas Sales Conceptual 
Depletion Plan developed during POD 21. This will Include work on advancing the 
geologic and reservoir simulation work that was begun during POD 21 and Initiating 
Conceptual Engineering for facUlties design. Such work Is necessary to allow the 
Owners to participate In a potential open season for major gas sales from the North 
Slope of Alaska. As noted previously, the Owners believe that the Point Thomson Unit 
resources are required to establish the level of firm-supply commitments to enable the 
major gas sales pipeline to be constructed. The Owners have considered the most 
appropriate time to begin development drilling In the PTU and have concluded that field 
activltfes associated with development drilling should begin three to three and one-halt 
years before field startup. This will aliow sufficient time to construct the gravel driUing 
pads and allow them to ·season" to minimize problems associated with seWement, 
perform any necessary rig modifications for the challenging PTU deveJOpment WeUs. and 
conduct sufficient development drilling to provide the necessary gas c1efrverabifdy rates. 

The exact timing of the open season will be dependent upon the successful compPetion 
of a fiscal contract under the Stranded Gas DevelOpment Ad. (SGOA). During the POD 
22 period, the Owners Intend to monitor progress under the SGDA and be prepared to 
adjust the work schedule to ensure the necessary work is conducted prior to a potential 
open season for nominations to an Alaska Gas Pipelfne while maximizing the effldency 
of the work processes and sequence. The work for POD 22 is planned to have the Point 
Thomson Owners prepared to participate In the open season prOGeSs a1 the earlfest 
potential date on which an open season could occur. There are a large number of PTU 
Owners that will need to IndMdually market their gas and It will be Important to allow 
sufficient, time for this to occur. The Point Thomson gas sales project Is a "wor1d class· 
project that will requIre the combined expertise and experience of the current OWners to 
manage the risks and yield a successful project. 

To advance these goals, the following specific work tasks are planned for the POD 22 
period: 

1. The Owners will continue work on the 2005 base case, low side and high side 
geologic models Initiated in POD 21, which Includes a rigorous treatment of the 
Thomson Sand aquifer uncertainty and the Pre-Mississippian bedded fa,cles. 
Reservoir simulation work will be further advanced by Incorporating results of these 
new models 10, help quantify risks as~ocfated wI~h the gas sales project s!Jch ~s I}lgh. 
ra'fe productlon wells and the potentIal for water 'Influx from the Thomson aquifer or 
the Pre-MississIppian facies. This simulation work Is 'expected to form the basis of 
th~ Point Thomson major gas sales (MGS) depletion plan. A subsidence study to 
examIne the possible impact of MGS depletion above ground will also be Initiated. 

2. More detailed facility design, commonly referred to as Conceptual EngIneering, Is 
planned to be Initiated after the flowstreams are available. It Is antIcipated that this 
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may be as early as the middle of POD 22 and would be completed during the 
following POD. this work is anticipated to take approximately 9 to 12 months and 
must be completed In time to allow all Point Thomson Owners to analyze the results 
prior !o a potential gas pipeline open season. The cost Information from the 

. Conceptual. Engineeririgwork'is critical to the Owners economic analysis .... 

. -
3. 'In conjunction with Conceptual Engineering. drilling and completion plans ar\d costs 

will be updated. This will include determining optimum drillslte locations and 
estimating IndMdual well locations, displacements, drilling times, and costs. This 
Information will be Important In determining estimated total project costs and timing. 

4. Results from 1, 2 and 3 above will be shared with the ADNR as available at the 
ADNR's convenience but no later than July 1, 2006. Any work completed after July 1 
will be shared with the ADNR later in the POD period. 

I 
I 

5. The Owners will begin planning the permitting process for the Point Thomson gas 
sales project during POD 22. This work is expected to include a review of the 
pennitting experience and resulting recommendations from the gas Injection project. 
a review of potential data or Mure study needs, and an assessment of the 
Interaction between Point Thomson permitting and permitting for the anticipated 
major gas sales pipeline project. The estimated project tlmeline win be updated wlth 
the results of this permItting assessment 

6. The, OWners will continue 'the work begun In POD 21, and eamer, toward developing 
a ,new Unit Operating Agreement with the objective of securing approva\ by aU 
Working Interest Owners. 

7. The Owners will further assist the ADNR. as necessary, to better understand those 
critical issues related to the Gas Injection Project (GIP) in support of the ADNR'g 
work Initiated during POD 21 to Independently assess the commercial viability of the 
GIP. 

- 8,-
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DEPARTMENT OF NATURAL RESOURCES 

DMstON OF OIL & GAS 

Hand Delivered. 

July 27, 2005 

( FRANK H. MURKOWSKJ 
GO.VERNOR /" ; . , 

~ .. :lfl .. \.: 
.~ ';:."t..+,~,;", .. 

550 WEST 711l AVENUE. SUITE 800 
ANCHORAGE. ~L.ASJO\ 99SC1·3560 
PHONE:(907) 269-8800 
F,I)(; (907) 269-<3938 

Mr. Richard J. Owen, Alaska Production Manager, Joint Interests U.S. 
ExxonMobil Production Company 

.. 3301 C Street, Suite 400, P.O. Box 196601 
Anchorage, AK 99519-6601 

RE: Point Thomson Unit . 
Suggested ModificationS to the Proposed Twenty-second Plan of DevelopmeJ.lt 

. Dear Mr. Owen, 

" . . . ~Qn,lvJ:o~il Co.rpora~on ·(E:aOnMobil},.~· fointThomson Unit <Pfln.·'~'SllbQri~·J.' '.,;.;:": 
:. : .'. .' letter .. #<! lun~. 21,. ~~5, regardinB: an. ateQ.sion or ~e .development ~g cortUnitDienri set: ~, '. ~ 
.... : .. : . fortb.:·m the' Agreement Resolving Aq per¢ing Point T1r.orn.um' Unit &pan.rimil<;:pntraction.· :" . 

. . ¥atters t1P4 P'roc~edings,' dated July. 3J., 2001 (Expansion Agreement). All of the les~ Witp. .'. 
. . wox:king ~~ ownership. in. ~ expansion area leaSes (PTU qwners) executed the Expansion 

Agreement On July.·l, 2005, the Divisi9U of Oil and Gas (the Division) receivafExxon¥obi]'s 
proposed Twenty-second Plan of Development for the pro (22nd POD). We have reviewed the .. 
proposed 22M POD and all other ini~on ~ntly conveyed to the Divisi~ oy ExxonMobil 
and the P11J Owners. . 

The Division is not inclined to accePt ExxonMobil's proposal to extend the drilling commitment· 
dateS and retain the expboD leases :within the PTU for so long as the fiscal contract 
negotiations fo/ a gas pipeline continue and for the term of any resulting contract. Moreover, the 
Division does no~ intend to relieve the PTU Owners of the work commitments Diade in 
cotmecti.on with the 2nd Expansion of the PTU. Under the Expansion Agreement, the PTU 
Owners committed to begin development drilling in the Pro by June ~5, 2006, andcpmplete 
seven development wells by June 15, 2008. If the PTU Owners fail to meet the expansion 
commitments, the Division intends '~o enforCe the Expansion Agreement. 

The Division's conditional ~pproval of the Tweno/-first Plan of Development (21~ POD) ~tat7d:: 

This con4itional approval of the proposed 21st POD does not relieve the PTU 
Owners of any of the conditions under which the Division approved the 2nd 
ExpansiOn. Deveiopment drilling in the PTU· must begiil. by June 15, 2006, or all 
of the Expansion Acreage will automatically contract out of the PTU and ~e PTU 
O~ers will pay $20 million to the State of Alas1ca. The PTU Twenty-second 
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Richard J. Owen, Exxon1. IiI 
Point Thomson Unit 
Suggested Modifications to the Proposed 22nd ·POD 
Page 2 

Plan of Development (22nd POD), which is due on July 1, 2005, must contain 
specific plans for development drilling in the PTU. 

The D~ Commissioner's Noverilber 24, 2004 Deci~on on Appeal upheld the Division's 
conditional approval of the 21st POD as follows: . 

The commitments contamed in the 2nd Expansion, are integrated into the Iong­
teIDl plan of developm.ent for the PTU. And, given the timeline to fulfill the 
drilling commitments, it is approp~ate that the J?ivision give Exxon notice that 
the drilling plan must be addressed in the 22nd POD. 

However, the proposed 22nd POD does not include plans to drill a development well in the PTU, 
and in fact, the June 21, 20051ette.r, proposes an indefini~ extension of the drilling commi~ts 
in thO Expansion Agreement. Ex,xonMobil and the PTU Owners determined that a gas cycling 
project is uneconomic and the focus of the proPosed 22nd POD is to prepare for a potential ~ 
season for major gas sales from the North Slope, and it states that field activities associated with 
development drilling should begin three to three and one-half yean; before field startup. which is 
an undetermined date likely to be eight or more years in the futw:e. ' 

...... :.::. .. . ~':.' t-;: ...... 0,. :.-.~. ' •• ~ ..... - ~.:.. :, • .:, .• :'.\ 

While :first and foremost, -the Division wouId'like to see ,PTU de~lopment commeoce today, we· ,'.: . 
would accept an eXtension 'or the ,exlsting:dev~lopm.e.nt drilling commitments if the PTU oWneD '., ., 

: a~ to acquiXe 4dditiol'liiI·'feClml-caHlata to;delineate the Thomson Reservoir. The Division· ' " .,' 
believes there is, conSiderable Wiceriiunty in ExxonMobil's inteJ:pretation of the available PTu ' i 

geological and geophysicai data. which makes it diffiCult to assess the connectivity of. the 
reservoir, fluid contacts, and the hydrocarbon properties of the oil rim. All 
exploration/delineation well could provide significant information pertinent for appropriate 
development of the Thomson Reservoir. ' 

ExxonMobil should begin d,evelopment drilling within the PTP' by June IS, 2006, as set forth in 
the Expansion Agreement, 'or if the P'tu Owners concur that the geologic uncerta.i:nty is too 
great, ExxonMobil should drill a well to help resolve those uncertainties. The Division proposes 
modifications which, if accepted by the unit operator, would qualify the proposed '].tJli POD for 
approval. 

Tho Division proposes granting a one-year extension of the commitments contained in the 
Expansion Agreement, including the requirement to commence development drilling by June 15, 
2006, provided that ExxonMobil m?difies the propos~d 22nd POD to inClude the following: 

• I J ;' ~ " '., • ~ " \ • 

1. ExxoDMobil shall 'drill an exploration/delineation' well within the PTU by 
June 15, 2006. ' , 

I ; 

2. The well must be drilled to the Mississippian baSement and located to 
a. delineate the Thomson Reservoir west of the PTU #1 well, 
b. evaluate connectiv:ity and continuity within the 'Thomson Reservoir, and 
c. evaluate the extent of and the hydrocarbon pro~erties Within the oil rim. 
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Richard 1. Owen, monA_ Jil 
Point Thomson Unit , 
SUggested Modifications to the Proposed 22ndpOD 
Page 3 

3. ExxonMobil shall apply to the Alaska Oil and Gas Conservation Commission 
for Pool Rules and,a ~epleti0J?- planfor ~ Thomson Reservoir. 

4. ExxonMobil &hall prepare a schedule, of activities to obtain the necessary 
petmits for construction of the PTU,facilities and pipelines. 

5. ExxonMobil shall compare core samples from the Badami wells With the 
appropriate PTU wells to evaluate the Brooki~ reservoirs within the PTU. 

If ExxonMobil modified the proposed 220d POD to include drilling an explorationldelineation 
,well and the other commitments described above, the- Division would likely approve the revised 
22nd POD and grant a one-year extension o~ the due date to begin development drilling. 

I 
, I ' 

If ExxonMobil drills an exploratiqnldelineation well by June 15. 2006. which validates its 
geologic interpretation in the westem portion of the unit, the Division may consider extending 
the subsequent expansion commitments commensurate with the PTU OwnefS' gas sales time1ine. 

, However. if significant geologic uncertainty still remains after drilling an e.xploratiorifddiDeation -', 
" ,'\ ',: wen. the Division' may requ:i.ri: additional de1ineatioil Wens.. If. Exxoo.M.abil modifies" the 'l:.2~ 

POD as 'suggesti:d, but fails to drill the eXploration well by June'lS, 2006;m,o()f:th~·exp.ahsicin 
acteage will automatically contract out 'of the PTU and the PTU OwnerS' wiD pay ~.million. to 

"tbe-'Sfatc ~f Alaska. " , " , . ,(," ... ! ': ,: . 

Please notify me with 10 days if the pro Owners are willing to commit to these modifi,cati0D3 of 
the plan. Otherwise, the Division will proceed to issue a prompt decision on the 22114 POD. . 

Sincaely, 

~[?~L ---+-.l-
Marlc D. Myers 
Director 

" 

cc: Thomas E. Irw:in, CoIIJIDissioner DNR 
John Nonnan, Chair AOGCC 
Richard Todd, Senior Assistant Attorney General 
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ExxonMobl/ P1-oduotlon Compa .. ( 
PO Sox 196601 
AnchoragE!, AlasKR 99519·6601 

August 31, 2005 

Dr, Mar!< Myers 
State of Alaska 
Department of Natural Resources 
Division of on & Gas 
550 West 7th Avenue, Suite 800 
Anchorage, Alaska 99501-3560 

Dear Dr. Myers: 

Rlchs. . Owen 
Alas~" Pcod;Jctlon Manager 
J'Jlr.: laleres! U.S. 

e*onMobii 
Production 

We want to thank you for your time In meeting with us and the other Paint Thomson Unit 
Owners over the last three months to discuss the PTU Twenty-second Plan of Further 
Development and Operation (POD or POD 22) and for the suggestions regarding POD 22 
contained In your July 27, 2005 letter. We believe the meetings and open exchange have 
Improved our understanding of the ADNR's Issues and concems and helped us prepare the 
attached POD that meets both the Owners' and the ADNR's objective to develop the PTU at the 
earfiest feasible date. 

ExxonMobil, on behalf of the Point Thomson Unit Working Interest Owners, hereby submits a 
revised POD for the PTU. We made substantlal changes to the July 1, 2005 submittal to 
address the AONR's concerns and suggestions including: 
• Expanding the POD to better describe the Owners' plans to evaluate all potential 

hydrocarbon resources withIn the PTU 
• Including a section to discuss the Owners' overall development plans and views so the 

current work can be understood in thaI broader context 
• Applying for a conservation order for field gas offtake 
• Preparing a schedule of activities to obtain permIts 
• ComparIng core samples from the Badami wells with PTU wells to evaluate the appropriate 

Brooklan reservoirs In the PTU 
• Conducting a jOint wor!< process to define the objectives of, and value that would be gained 

from. an exploration/delineation well. 

As discussed during our August 18th meeting, an exploration/delineation well cannot be justified 
at this time, and the necessary well pranning to safely and successfully drill an exp/orationl 
delineation well into the high pressure PTU formations has not been performed. 

In lieu of a near-term drilling commitment, we have proposed a joint planning effort with the 
AONR experts and our internal company experts to define the Value of the Information (VOl) 
that would be gained and to determine whether this value is sufficient to justify drilling an 

EXHIBIT C to Affidavit of Christopher Ruffin Support of Rule 12(b)(6) 
and (7) Motion to Dismiss and of Opposition to Motion for [njunclionA D;I(I~Ctn ollhcxon Mobil Corpo,ation 
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Dr. Mark Myers 2 August 31 • 2005 

exploration/delineation well(s). To safely and successfuJly drlll waifs into the high pressure Point 
Thomson formations, a thorough planning effort is mandatory. That planning cannot be 
completed until the well objectives are defined, which would be an outcome from the VOl 
process. 

We thank you again for your time and would be pleased to meet and further discuss the content 
of the proposed POD. 

Sincerely, 

Attachment 

c: PTU Working Interest Owners 

EXHIBIT C (0 Affidavit of Christopher Ruffin Support of Rule 12(b)(6) 
and (7) Motion to Dismiss and of Opposition to Motion for Injunction 
CASE No.: JAN·05-12486 Cl Page 2 of 13 
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POINT THOMSON UNIT 

Twenty·second Plan of Further Development and Operation 
August 31,2005 

In accordance with ArtIcle 10 of the Point Thomson Unit Agreement and applicable regulatJons, 
set forth herein is the proposed Twenty~second Plan 01 Further Development and Operation 
(POD or POD 22) for tM Point Thomson Unit (PTU), which includes an update on the Twenty­
first Plan of Further Development and Operation (POD 21). This POD Includes the PTU 
Working Interest Owners' (Owners) plans to develop the hydrocarbon resources within the PTU. 
It describes overall development plans for the PTU, work performed during the past year, and 
work proposed to be done during the next year. Exxon Mobil Corporation ("ExxonMoblllt

) as 
Unit Operator is submitting the POD on behalf of the PTU Owners and requests approval of the 
POD for a one year period, from October 1, 2005, through September 30, 2006. 

1. pm Resource DeSCription and Deyelopment Plans 

The Point Thomson UnJt contains world class hydrocarbon resources. The Thomson Sand is 
expected to yield significant quantities of natural gas and condensate when developed. The 
Pre.Mississlpplan formation contains lesser quantities of gas, which will be developed In 
conjunction with the Thomson Sand. There are also quantllies of 011 in the Brooklan 
accumulations, which may be commercially viable to develop after infrastructure for the 
Thomson Sand Is In place. 

Since formation of the PTU. the Owners have spent in excess of eight hundred million dollars 
and hundreds of staff-years In evaluating the PTU resources and a wide range of development 
options. 

This POD contains development activity for all PTU hydrocarbon resources. The Owners 
currently believe that developing Point Thomson as part of a North Slope gas sales project will 
provide the most value to the State of Alaska (SoA) and the Owners. This Is bacause a gas 
sales project has the greatest probability of being commercially viable, Is the single 
development alternative that would recover the greatest percentage of the PTU hydrocarbon 
resources, and would provide Infrastructure to facilitate later development of other reservoirs in 
the PTU. 

ExxonMobil, BP, and ConOcoPhillips are major Owners In the Point Thomson Unit and comprise 
the Sponsor Group that has submitted an application under the Stranded Gas Development Act 
(SGOA). As outlined by the Sponsor Group, once a fiscal contract Is executed and ratified by 
the SoA, an "open season" process will be held in which the PTU OWners and others wUI 
"nominate" for capacity to ship gas through the pipeline. The PTU Owners will depend upon 
PTU resources to underpin firm supply commitments for a gas pipeline secured through the 
open season process. 

Potential alternatives to a gas sales project will a/so be considered with a view toward being 
able to effiCiently progress an alternative should a gas pipeline project be significantly delayed. 

EXHIBIT C to Affidavit of Christopher Ruff in Support of Rule 12(b )(6) 
and (7) Motion to Dismiss and of Opposition to Motion for injunction 
CASE No.: 3AN-05·12486 CI Page 3 of 13 
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1.1. Thomson §and Dgvelopment Plans 

During the period from approximately 2000 through 2003. the primary development focus 
was on a Gas Injection Project (GIP), which was determIned to be not commercially viable. 
This determination, together with Sponsor Group activity under the SGDA, led the Owners 
to shIft focus from an Injectlon project to a gas sales project. Geological and reseNolr 
engineering studIes were begun In 2004 to progress the subsurface technIcal definition of 
the Pre-MIssissippian and Thomson reservoirs In the detail needed to understand the 
reservoir dynamics under gas sales. This reservoIr simulation work will model the Thomson 
Sand reservoir, Including the aquifer and all rim. 

The facilities component of last year's work was t() c()nduct screenIng designs and prepare 
screening level cost est/mates of the facilities that will be nee(led to produce the PTU as a 
gas sales proJect This screening work was needed before the Owners could proceed to the 
next stage of engineering. which Is commonly referred to as Conceptual Engineering (CE). 
For the PTU Owners, CE represents a significant increase in activity and will require many 
staff~years of ExxonMobll and contract resources. 

The subsurface and facilities work will provide the level of technical definition required by the 
Owners to participate In the open season process at the earliest possible date. There are a 
large number of PTU Owners that will need to Individually market their gas and It will be 
Important to allow sufficient time for this to occur. 

1.2. Pre-Mlssl"iDpian R"ervolr 

The Pre-Mississippian Reservoir is known to contaln producible quantities of gas but It may 
also be prone to water production. The Pre-Mississippian was not included In the GIP 
evaluation work because the Pre-Mississippian would not have produced significant 
quantities of gas or water under the high pressures the Thomson Sand would exhibit under 
the gas Injection praCE/ss. The Pre-MIssissippian could contribute volumes of gas or water 
during a gas sales project because the Thomson Sand resarvolr pressure wll decline 
substanUally. As a consequence, the Pre-Mississippian is a focus area for geologic and 
reservoir engIneering work. 

1.3 Brook!an Reservoirs 

The PnJ contains mulUple Brooklan reservoirs, which have been interpreted and mapped. 
These have been studied In the past and found to be not commerCially viable as standalone 
developments. The Brookian and Thomson reservoIrs will have different produCing 
characteristics and commIngled producti()n Is not practical during early f1etd life. 
Accordingly, the Owners' current plans ate to Install facilities and develop the Thomson and 
Pre-Mississippian Reservoirs. Atter this Infrastructure is in place, there Will be opportunities 
to do further fleld testing of the Broekian and to utilize a portlon of the then-.exlstlng 
Thomson Sand low pressure proceSSing train to support Brookian development. At that 
time, the Owners would conduct additional development planning for Brookian facilities and 
wells. As described below, the Owners plan to conduct certain work on the Brookian 
reservoirs during the next year that would facilftate development of the Brooklan reservoirs 
at the earliest feasible time. 

EXHIBIT C to Affidavit of Christopher Ruffin Su0lOrt of Rule 12(b)(6) 
and (7) Motion to Dismiss and of Opposition to Motion for Injunction 
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2. Qevelopment Schedyles 

The PTU gas sales project being pursued by the Owners Is a wond class project that will require 
the combIned expertise and experience of the current Owners to manage the risks and yield a 
successful project. This section outlines the Owners' overall plans and schedule for 
development of PTU and Is intended to provide context for the specific wor!< activities described 
in Sections 3 snd 4 of thIs POD. 

Current plans for development of PTU are tied to the development schedule for the major gas 
sales pipeline. Consequently, it is not possible to establish a specltic development tlmeframe or 
schedule for PTU in isolation. The Owners are, however. plannIng for all of the activities that 
must be conducted before fteJd startup can occur. The major actlvit/es that must occur include 
the following; 

• Develop reservoir depletion plan Including low and high side sensitivIties 
• Perform Conceptual Engineering to select a preferred facilities development option and 

provide cost estimates 
• PartIcipate In gas pipeline open season to secure capacity for gas shipments 
• Conduct additional engineering (FEED or Front-End Engineering Design) to advance 

faclUtles design and support Environmental Impact Statement (EIS) preparation and 
permitting processes 

• Prepare EIS and secu(e permits 
• Conduct detailed engineering, procure equipment and matenals 
• Construct facilities and dr/If wells 
• Commission faCilities and wells and start production. 

While these activities are generally sequential In nalure, some may be perfonned In parallel to 
reduce development time. 

Preliminary planning for preparation of an EIS and for obtaining permits for a PTU gas project 
win occur under this POD. The EIS and permitting work pertormed for the GIP provide a solid 
foundation upon which to plan for and pursue similar regulatory approvals for a PTU gas sales 
project. Work will continue to maintain thIs knowledge In a ·fresh" state to aJlow maximum 
utilization of this eXisting work and to minimize the time required to obtain permits. 

As part 01 the planning process, the Owners considered the most appropriate time to begin 
deVelopment drifling In the PTU and have concluded that field activities assOCiated with 
development drilling should begIn three to three and onEHlalf years before field startup. This 
will provide sufficient time to CQnstruct the gravel drilling pads and allow the pads to "season­
(thereby minimizing problems associated with settlement). pesform any necessary rig 
modifications for the challenging PTU development wells, and drill sufficient wells to provlda the 
necessary gas de/lverabl/ity rates. 

3. Work Performed DurIng The past Year 

During the past year, the primary focus of the PTU Owners has been to progress the technical 
definition and commercial evaluations necessary for a PTU gas sales project. The near term 
objective Is to ensure the Owners will be In a posltJon to participate In a future open season for a 
gas sales pipeline from the North Slope of Alaska. The faellities teChnical deflnftion for the GIP 
was weI/Into FEED and the subsurface technical definition was approaChing funding quality 

EXHIBIT C to Affida"!t of Christopher. Ruff in Sjl~9rt ofR?le 1~(b)(6) 
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when work was suspended. The corresponding technical definition for the gas sales project, 
however, was only at a pre-screenlng level. 

The facilities component of last years work was to conduct screening designs and prepare cost 
estimates for the facilities needed to produce the Point Thomson reservoir to a gas sales 
pipeline. This is a prerequisite to conducting Conceptual Engineering, which is a significant 
effort planned to begin during the 2nd half of the POD period. Conceptual Engineering is the 
levef of technical definition required by the Owners for participation in the open season process. 

Geological and reservoir studies begun last year are aimed at Improving the subsurface 
technical definition of the Thomson and Pre-Mississippian Intervals to understand the reservoir 
dynamics under 988 sales and to evaluate production flowstreams and economics of the new 
higher definition gas sales eases. 

A significant effort was also expended during the past year to provide the ADNR with data on 
the GIP, tile gas sales project and potential combinations of gas Injection and gas sales 
projects. A major data submittal was made on November 15, 2004, which provided data as 
required In Sections 1 and 3 of last year's POD, on studies related to the Brooklan reservoirs 
and the GIP. A second submIssion was made on April 8, 2005 in response to Governor 
Murkowskl's and Dr. Myers' letters requesting data on gas sales projects and projects In which 
gas sales would be combined with gas Injection projects. 

Several workshops were held with the AONR to review t~ data, methodologies and results. A 
comprehensive technical review was held with the AONR staff on June 29, 2005 to review work 
done during the past year. This type of Information sharing Is expected to continue during the 
next year as proposed in this POD. 

During the past year, the Owners spent In excess of four million dollars representing 
approximately ten staff-years of technical work to advance efforts toward commercialIZing the 
PTU hydrocarbon resource. The Owners continued to participate in environmental baseline 
surveys and development of technical data from the PTU area, completed numerous technical 
studies and reports, and continued to identify and evaluate project risk reduction opportunities. 

Seven specific work areas were enumerated in the prior POD to be pursued by the Owners 
during the per/od from October 1, 2004 through September 30, 2005. Comments on each are 
provided below. 

1. The Point Thomsen Ownsrs will share with the ADNR resull$ of evaluations and other 
wot* asaocJated with potential hydrocarbon resources withIn the unit area, Including the 
Brookfan and Pre-Mississippian reservoirs to inclUde reserve estimates, distributions and 
mapping. 

Existing data on the Brooklan reservoir was included In the November 15,2004 data 
package, Exhibit 5, and was further addressed In the April 8, 2005 data submission, 
Exhibit 8. The Brooklan was also reviewed extensively at the June 13-15 subsurface 
workshops that are dIscussed under Item 3. As discussed In these data packages and 
at the workshop, there are significant hurdles to overcome in achieving commercially 
viable development of the Brooklan reservoirs in the PTU area, most notable among 
these is the reservoir connectivity/recovery uncertainty. 

EXHffiIT C to Affidavit of Christopher Ruffin SuJ4>ort of Rule 12(b)(6) 
and (7) Motion to Dismiss and of Opposition to Motion for Injunction 
CASE No.: 3AN..Q5-12486 CI Page 6 of 13 

Exc.000342 

f1 

IJ 

!1 

I] 



] 

] 

] 

) 

) 

J 
1 , 
I 
J 

, 

The Pre-Mississippian reservoir has been the subject of extensive new work during the 
past year. Sp&clflc activities Included reassessment of aI/ well tests; review of all cores 
and core studies; review of the drilling hIstory; seismic Interpretatlon that includes 
mapping of Pre-Mississippian faults and surfaces; and geological Interpretation Including 
fracture characterizatIon. Results of the Pre-Mississippian 3-D studies were 
Incorporated Into the 2005 combined ThomsonlPrtrMlsslsslpplan 3·D geologic model. 
Screening simulation studies were perfonned in parallel using information from the Pre­
MissiSsippian studies. The results of the Pre-Mississippian worl<, Including interim 
reSel'Ves estimation and distribUtion, were reviewed with the staff of the ADNR on June 
29.2005. 

2. Consult with the ADNR and review the Economic Spreadsheet Model of PTU Gas 
Injection Project, Including assumptions on rates of 0/1 (condensate) and gas product/on, 
costs (finding, development. and production) with related spreadsheet equations, 
economic parameters that drive the model. and results of the model. ExxonMobll will 
hold economic workshops with AONR staff to review the spreadsheet calculations and 
results. 

Gas Injection Project economiC model input data was provided to the AONR in the 
November 15, 2004 submission. including all production flow rates and costs for what 
was referred to as the Rev. e" case. In the April 8, 2005 submission. Similar data was 
provided for the FEED, Rev. B case. ExxonMobll reviewed the spreadsheet equations, 
parameters and results at a workshop on May 24, 2005 and Is available along with the 
other Owners to conduct additional workshops at the ADNR's requesl 

3. Provide the ADNR with exisllng technics/Information, costs, and other fiscal 
assumptions (Including govemment take ramlfJcaUons) necessary to assist the ADNR in 
completion of their economic analysis of the Gas Injecilon Project. To that end, the 
Owners will provIde ADNR with the (of/owing: 

a) The pre-stack depth migrated seismic data set In SEGY format (8 
millimeter, DL Tor DVD) with deconvolut;on and without deconvolution: 
full stacks plus velocities. XY's are provided In a digitsl file of bin 
centers w(th a 3D-lnline map In 8 .cgm nle. 

b) Digital flies (ASCII) of the xyz grids that represent the results of the 
seismic Interpretation, geologic model, and the reservoir simulation, 
and the centerline fBUlts for these interpretations, Including all 
information used In the In-place volumetrics lfnd recoverable reserve 
estimates for aI/ reservoirs or potential reservoirs evaluated to this 
point 

c) Access to the results of the seismic interpretation. the geologic model, 
and the reservoir simulation at ExxonMobi/ offices In Houston, Texas. 

d) Data and interpretations of recent core studies that address potential 
sanding of the Thomson sand. 
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e) Well, facility, and Infrastructure construction cost estimates (including 
sequence and tfmlng) and operating cost estimates. 

All requested data was provided in the November 15, 2004 data submission to the 
AONR as provided in the approval of last year's POD in the decision of the Director. The 
seismic information requested tn paragraph a) was Included in exhibit 1 of the 
submission, the geologic model requested In paragraph b) Including faults was included 
In Exhibit 2. and the Thomson Sand core studies pertaining to the potential for sanding 
requested in paragraph d) were included in Exhibit 3. ExhibIt 4 of the package Included 
the technical and economic input assumptions. facility design Information Including 
capital and expense costs, and tables itemizing all fiowstreams, capital and expense 
costs, and prfce netback forecasts including pipeline costs as requested In paragraph e). 

A workshop (teleconference) was held on May 26,2005 to discuss the depth conversion 
that was made during the 2001 to 2003 timetrame and that was the basiS for the GIP's 
geologic model. Prior to this revlew a paper entitled "A History of Top Thomson Depth 
Mapping (2001 to 2003) for the ADNR" was provided to the ADNR staff. A copy of the 
malerlal presented on May 26 was subsequently provided to the AONR. 

A workshop was held for the ADNR In ExxonMobil's offices In Houston during June 13· 
15, 2005 as provided for in paragraph c. The purposes of this workshop were to provide 
the ADNR a comprehensive technical understanding of geoscience Interpretations, 
geologic model and reservoir simulation used for the PTU GIP and to share information 
used for In-place volumetrlcs and recoverable reserve estimate for the Thomson 
reservoIr. During this workshop access to the results of the geophysical, geologic and 
reservoir interpretations was made available. ExxonMobll remains avallable to conduct 
additional technical workshops at the ADNR's request. 

4. Activity during POD 21 will include work on progressing technical and commercial 
evaluations necessary to assure the Owners will b8 in a position to psnlc/pate in a future 
open season for major gas sales from the Notth Slope of Alaska. ExxonMob/l, BP, and 
ConocoPhllllps are major working interest owners in POint Thomson, and comprise the 
Sponsor Group that has submitted an applicatIon under /he Stranded Gas Development 
Act (SGDA) addressing a major gas pipeline. The Sponsor Group, as well as Chevron 
Tex~oo, depends on PTU resources to underpin fltm supply commitments for mejor gas 
sales, The POint Thomson Owners possess both the capability and North Slope 
expeilence necessary to develop and relllJb/y operate the Point Thomson Unit and to 
overcome Its associated technical challenges. 

8) Develop a conceptuBi gas sa/6S depletion plan. Worl< will include reservoir simulation 
to enhance production and recovery predictJons under various gas sales scenariOs,' 
Initialldantlficatlon of sales rates and well placemant along with associated 
optFmizalions; assessment of the Impact of the Pre-Mississippian on gas sales 
perfonnance; and uncertainty analysis to assess the impact of reservoir connectivity 
and sand control issues. 

b) Conduct screening evaluations of Paint Thomson gas sBles production facilities. 
Planned sctlvitles Include evaluation of PTU gas separation, compr&ssion Bnd 
conditioning alternatives, exporl pipeline design concepts, and identification of 
infrastructure and alternatiVes requirements. The Owners plan to work with the 
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Prudhoe Bay Unit (PBU) Owners to conduct a screening evaluation of gas receiving 
facility options at PBU. 

e) Identify and Implement additional PTU gas sales planning and technical work 
necessary to support SGDA negotiations aM consistent with the schedule outlined 
by the gas pipeline Sponsor Group. 

d) Share results from 8 through c above with the ADNR 85 available. but no /alef than 
July 1. 2005. 

A conceptual depletion plan was developed. This depletion plan Incorporated the results 
of the prior geologic model with updated reservoir simulation and updated facJlities 
designs and cost estimates. As is normal with major projects. this represents one step 
or phase In the project development process. The depletion plan wiN be further refined 
during the next year as well as in subsequent phases of work. 

The work performed under this item 4 was reviewed wtth the ADNR on June 29. 2005. 
thIs Included a review of the screening level g8e sales depletion plan and the gas and 
condensate flowstreams that were used In the screening evaluation of POint Thomson 
gas sales production facilities. The overall production scheme Is to produce gas from 
POint Thomson and deliver the gas to the Prudhoe Bay area where It can be further 
processed In a gas treatment plant and prepared for sale. RecaMng faCility design has 
been coordinated with the PBU Operator to ensure compatibility with PBU operations 
and plans for gas sales from PBU. 

Reservoir simulation studies to further refine the effect of the Pre-Mississippian reservoir 
on PTU gas sales as well as work on an uncertainty analysis are contlnulng. The 
Owners anticipate a fUrther submittal to the ADNR on this work prior to September 30, 
2005. The simulation worf( during the past year included a screening assessment of the 
Impact of the Pre-Mississippian reservoir and Thomson aquifer Influx on Thomson 
production and possible enhancements to the 2003 major gas sales screening study 
depletion plan. Due to schedule requirements and the need to progress this screening 
work within the past year, this work was based on the 2003 geologic model. 

The 2003 geologic model was updated to Include the Pre-Mississippian reservoir that Is 
In communication with the Thomson reservoir. The updated model will provide the basis 
for the reservoir simulation that Is to be perlonned In the second half of 2005 and in 
2006. In additlon to the base case model, technical worf< towards construction of low 
and high side models is ongoIng. Work during the next year will address the low and 
high side geologic model as well as Simulation of the base, low and high side models. 

Several studies needed to generate this new object based geologic model have already 
been completed. Including a seismic lineament study to construct a more detaHed 
representation offaulUng. especlally In the Pre-Mississippian section, along with other 
Pre-Mississippian work as detailed under Item 1 above. Additional depositional and 
structural scenarios will be Incorporated to model a range of high and low side variations 
toward a more robust uncertainty analysis. These additional realizations will help In 
understanding questions of reservoir continuity. development planning. and number of 
wells needed. Uncertainty analysis will proceed concurrently with the geologic modeUng 
efforts and will help define the risks and range of uncertaInty inherent to the PTU 
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reservoirs while provIding input to the geologic modeling as well as forming the basis for 
updated resource estimates. 

Studies have been done to support the SGDA negotiations and provi<.le data to both the 
Owners and the SoA Work included evaluation of PTU gas export pipeline costs. 
evaluation of production allocation to tracts for royalty purposes, and prOvision of 
informatlon to evaluate commercial viability of development alternatives. 

5; In addition to sharing with ADNR the Economic Spreadsheet Model for the gas Injection 
only scenario (item #2 above), too Owners will carty out an economic evaluation of a gas 
sales only scenario based on the Information developed under Item #4 above. 

a) The Owners will also carry out 8 preliminary economic evaluation of 8 g8S Injactlon 
followed by g8s sales scenario. 

b) The Owners will present the results of their evaluation of all three scenarios, and 
their sensitivities with respect to gas and liquids screening an&lysJs. to ADNR during 
the term of POD 21. ExxonMobll will hold additional workshops with ADNR staff to 
review the economic spreadsheet calculations and other related model results. 

A review of the gas Injection, gas sales, and combination cases and results of the 
preliminary screening analyses was held with the State Gas Cabinet, which Included the 
ADNR. on March 4, 2005. Input data for the preliminary economio evaluation of a gas 
sales only and a gas Injection followed by gas sales scenario were provided to the 
ADNR In the April 8, 2005 data submiSSion and the results were qualitatively discussed 
in that submission. The gas Injection case was reViewed In more detailln the May 24, 
2005 workshop. The updated facilities screening study results for a gas sales project 
based on work during the past year was shared with the ADNR In the June 29, 2005 
presentation. ExxonMobll is available at the ADNR's convenIence to further discuss the 
model and results. 

6. Continue p&rticipatlon In b&seline envIronmental surveys In the POint Thomson area. 
ActivitieS include cooperative funding of Pelsr Bear denning surveys and report 
preparation, a Beaufort Sea waterfowl breeding reporl, 8 report on large animal 
(Caribou) use of riparian zonas, and 8 report onexperimentaJ gravel f8"~veg8tatlon plots. 

ThEt 2005 Polar Bear dennlng survey Is currently underway and a report will be prepared 
a1 the conclusion of the survey. Reports have been finalized for the Beaufort Sea 
waterfowl bT$edlng, large animal (Caribou) use of riparian zones and experimental 
gravel re-vegetation. 

7. Advance final negotiations toward a new Unit Operating Agreement with the objective of 
securing approval by the aligned Owners and the smaller interest Owners. 

Negotiations are ongoing to finalize the new Unit Operating Agreement. In the last year 
significant progress has been made on two major issues, gas balancing and accounting. 
The Owners continue to move forward on an agreement that can be presented to 
management (or approval. 
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4. Work planned For !h, Next Year 

The PTU Twenty-second Plan of Further Development and Operation (POD or POD 22) is 
focused on advancing 8 comprehensfve gas sales reservoir depletion plan. As previously 
noted, during 2004 the primary focus of the Owners' work shifted to development of the PTU as 
part of 8 North Slope gas sales project. The primary goal for the next year Is to progress the 
technical and commercial evaluations necessary to ensure the Owners will be In a posHion to 
partIcipate In a future open season to nominate shipments on a major gas sales pipeline from 
the North Slope of Alaska. Having flow streams and cost infonnatloo Is critical to the Owner's 
economic analyses. 

The timing of the open season prOCess will be dependent upon successful completion of a fiscal 
contract between the Sponsor Group and the SoA under the Stranded Gas DeveJopment Act 
(SGoA). During the next year, the Owners w~1 monitor progress of the contract negotiations 
under the SGDA and be prepered to adjust the work schedule to ensure the necessary work Is 
conducted in sufficient time to allow the Owners to prepare for an open season for an AJaska 
gas pipeline whKe maximizing the efficiency of the work processes and sequence. 

To advance the PTU development plan as outlined In this POD, the following specific work tasks 
are planned tor the next 12-month period (October 1, 2005 - September 30,2006): 

1. The OWners will continue work to advance the technical definition of the base case, low 
side and high side geologic models Initiated In the past year, which includes a rigorous 
treatment of the Thomson Sand aquifer uncertainty and the Pre-MIssissippian bedded 
facies. Reservoir simulation work will be further advanced by incorporating results of 
these new models to help identify potential upslde gas production from the Pre­
Mississippian as well as to quantify risks associated with the gas sales project, such as 
high rate production wells and the potential for water influx from the Thomson aquifer or 
the Pre-MIssIssippian facies. this simulation work Is expected to form the basis for an 
updated Po/nt Thomson gas sales depletion plan. A subsidence study to examine the 
possible Impact of gas sales depletion above ground will also be Inftiated. 

2. More detal/ed faciDly design, commonly referred to as Conceptual E:ngineerlng, Is planned 
to be inlUated after the flowstreams are available. It Is anticipated that this actIvity may 
commence as early 8S April 2006. Conceptual Engineering requires approxJmately 9 to 12 
months, and it must be completed In time to allow all Owners 10 prepare to make 
nomInations in a potential gas pipeline open season. 

3. In conjunction with Conceptual Engineering, drfllrng and completion plans and costs will be 
updated. This will Include determining optimum dri\lsite locations and estimating individual 
well locations, displacements, drilling times, and costs. This fnfonnatlon will be important 
in determining estimated total project costs and timing. 

4. Results from 4.1, 4.2, and 4.3 above will be shared with the ADNR as available at the 
ADNR's convenience but no later than July 1, 2006. Any work completed after July 1 will 
be shared with the ADNR later in the POD period. 

5. The Owners will begin planning for the permitting process for a Point Thomson gas sales 
project. This work is expected to include a review of the permitting experience and 
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resulting recommendations from the GIP, a review of potential future data or study needs. 
and an assessment of tne interrelationship between POint Thomson permitting and 
permitting fO( a contemplated Alaska gas pipeline project. The estimated project timellne 
wfll be updated with the results of this pennitting assessment. A schedule of activities to 
obtain the necessary permits for the drflling of PTU wells and construction and operation of 
PTU facilities and pipelines will be prepared. 

6. The Owners will apply to the Alaska Oil and Gas Conservation Commission (AOGCC) for 
a conservation order to address gas offtake from the Thomson Sand reservoir, which Will 
Include discussion of the depletion plan for PTU. The Owners wlfl work with the AOGCC 
to define the appropriate time to apply for other conservation orders that may be needed to 
develop PTU and will include the results in the schedule of activities for permitting of the 
PTU we/Is and facilities (see Item 5.). 

7. The Owners will continue developing 8 new Unit Operating Agreement wJth the objective 
of securing approval by all Working Interest Owners. 

6. The OWners wUl continue evaluation of the Brookian resources within the PTU and 
planning for potential development 01 these resources. During the next period, the 
OWners will: 

8.1 Compare core samples from Badami welts with the appropriate PTU wells to 
ImproV$ the understanding of the Brooklan reservoirs within the PTU and their 
productive capacity 

8.2 Include provisions for subsequent Brookian development in Conceptual 
Engineering designs. 

9. The Owners will evaluate drilling one or more exploration/delineation wells to further the 
understanding of and reduce the uncertainty associated with the Thomson Reservoir. 
Drilling such a well{s) would require the commitment of significant resources, monetary 
and otherwise. and it Is Important to define the potential value to be gained from any such 
wen and understand how any Information would be used in decision making or to 
othelWise assist in development of the reservoir. Toward that end, the Owners would 
encourage AONR's participation In this effort. The following subtasks are planned. 

9.1. A Value of Information (VOl) workshop will be held by the OWners with the ADNR 
to define potentiaf exploration/delineation (data gathering) well(s) that would benefit 
potential PTU development and to define the potential value that would be gained it 
one or more wellswere drilled. Drilling extended reach wells Into the high pressure 
Thomson Sand requires extensive planning to safely and successfully carry out the 
operation. The VOl workshop will include evaluation of the following objectives for 
an exploratlon/dellneation weR: 

Penetration of the Pre-MississippIan formation 
Delineation of the Thomson Reservoir west of the PTU #1 well 

- EvaluaUon of connectivity and continuity within the Thomson Reservoir 
The extent of and the hydrocarbon properties within the oil rim. 

9.2. The Owners will propose a scope and timing for the workshop by November 1 
2005. ' 
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9.3. The Owners will prepare a schedule of activities for permitting and drilling one or 
more exploration/delineation well(s}. 

The Owners will continue the work begun In the last period to further assist the ADNR to 
better understand those critical Issues related to the GIP in support of the ADNR's work 
to Independently assess the commercial viability of the GIP. 
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