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Deat Mi. Serdahely,Mr; Sneed; Mr.. Ellis au-dMs.Or!1Inslo/: 

Qn D~cember :25, 2007;; Superior Court Judge Sharon.Ofeas.b'n issued a Decision in 3A}'F~06-
13.'7S}ChdlClri all 6fthepending .PTIJ Rlll~ 600app.eals~$he \lffimIed. the Department's deciSiOn to 
rc::j~tt die ApptiilatltS:'pibposed rhOdified 22n~Plan. of Developni~ntcPbIJj~.Hpwe'v.ei)she 
te~d!ld dtexnAttet to the agency "so as to accQrd to fueAppellautS notice atlifatt·op-pott\li1ff.y to he 
"h!!Mq befote tbe ~gcn¢Y as to the appropriate remedy when U1e pepa,rtrn~n.f hM, l'Ctieeted ·the 
prol?OS~4IUciJ1j.~ed22nd Plan. of DevelbpmentJor the Point Tho.Ol.sonUpiL'~ .. 

. Itla.ccordanc.e with J\!dgeGlea$Oll~S remand, tile.' Department herebyprovid~s the AllP~ants·wi.t:h 
ngtice:·ofthe foliowJntF 

oTh,e Deparirneni is: Gonsidering the appropriate remedy for failure to subnrit. aJ',l: £I~ceptiible 
pfElp.The f)epa$:Ilent. is. speqincally considering the remedy of t~ll,ti{).v qf ~e ·.p,l?int 
Th.Q.rns~n Unit. 

i! BJ>~Ch~vrQn, C'Qnoca and Exxon11.6bU.may subfuit briefmg to· DN.lto~ .t)le fQJ1O.~g. 
i~es: (lJ wh~thertherentedyo£lmlt t~rtrifuationis the appropriate rem~dy' fQt· tq~ 
AppelJants' f<l.ilure to stibqritan ~ccep.mble2ind POD; and (2) iftenninatlon. is: 119t 
appropriate, wh.at remedy would be' an: apprtlpri&te tespoliS~ totlle AppellantS" faHur~ to· 
submit' an acceptable 22ndPOD. . 

APpe/J<1tlfS must submit brie:fmg they want DNR to consider oq. t4~ issJ,le of the apPfopriate:temedy 
i()tfitilute' to 'submit an acceptable POD on or before Friday, Februa,r:y4;2008.Jntb¢"near rowe! 
t4~ D~ar/llleJjt. 'Will Se.t a date for oralarIDUUent on the bri efing;. If A pp~l1ants watltll1t>reptCioedtrte 
or prQceecIings on reII1.ar1d than Writtenbriefsiuicl (mil argwnen:t~ .llieymust requ,est.tb~· additional 

"DeVe/{YpiCimserve, and Enhance N{JtlfralR.esolirces for Presl!lt( wld.FIl(i(1:(t·Araikail'" 
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ptotedllr"C 8l1d proceedings in n written document submitted to the CoIilinisSioIier on or before: 
Friday, January 18, 2008. 

Smcerely, 

Thomas E. Irwin 
Con:m#ssioner 

c(j~J{eyin B!tliks,Acting DirectoI:, DivisiQfl of Oil & Ga:& 
Nan.'tb.qmp1ion, DiVision ofOU·& Gas 
Rich;p:.ct Todd. Dtlpartment of Law 
MarkAsbbunr, Ashbwn & Mason, P;C. 
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]aftuary is, 1008 D~hsl Strd~l, 
(90n 26}.6310 
durtUhd)@po.uQnboggs.cortl. 

VlAIjAND-DEUVERY 

Thomas E. Irwin 
Comrnis;;ibnet 
Dep;u;tIIle,Q.t of Natttr:al ResoQtces. 
550 W.7m AYenue, Suite 1400 
Anchorage; Alaska 99501 

RE: Respo~eto Letter ofJanu,<i.IJ! ~j 1068 

D,~ CQ~sil,].tie:rJrWin: 

T'ha.nltyouforyour leneI;.oflmlUary :l;100g,.with~te$l?eti toptOceedingsorl remand 
fip111J\Idge Gle.lsob's dedsio.nreverSing the termiOaUQll; of th~.ppint 'ThoxnsOllUnit.. Yow letter: 
m:vites at:e:quesrf.rolIlth~ Wqdcing. htterest.Owners rwros~}in the event ~atm¢r<t-waptn1d~. 
procedUre ol'proceeQings onre.rnandth.wwPttenbtiefs-and,oralatgum.efit." 

. . 
The:\'WbsJoin fa(;;t be'ye~~;~.9Ppon;unitymetelYtOS\lbmit bri'eIs and then i0: 

Brese1,'\tbr.d.~ ls.i:fbt Suffidenffuaddress prqpmy~e Fn;o(:~<@';rl.!iI;l<i ~~b~riN,1s~e$ 
~eti{onh inJ\lPge ~~asop~s..4.e~ision,. Judge GleasonspeciHful./yidimtified ~ on whiCh tlJ,el)!!' 
are rilaterial.f'actuaJ dispu~s i:h.JrneecltOberesolv~d,. in order.to 'Idetermini! theappi'clpmte 
teUledyWheoDNlt ha:s,rej~cted th:e_inOdified.~ l?I.au:Qfl?ev¢{op~nr," Judg~ G.Wa$ofi's 
.t;ecen~_ ord~r.~~~j:uriSi1icclotl'imd re~cingifina1dedsi6n from DNR ~·l~Q clays: 
prov1desample time fQl":a:he.aring wiill'lllo~adeq)lllte p:tOCiedibgs than the Slrhple siJb.missi6h 6f 
:.;t.smg!esetofbriefs a:nd;oriilaxgument. . . 

]uag¢·G.Iwou'sde:cisi6ii recognized the-absenc;e .of nQt;ice:iI.m;f <We pfOf,essjQ; preyiq:QS 
DNRp~ee~; Th~'W1O$ shouktMtbeplacedagain in Ai poSition ofhavinga h~3ring Qll 
brieka:tQne,.with!)ut knQwing:.exa~'o/hat iss~ or.fa:cts pm-might Iater.·c6ilteiitLwe.re·~der. 
teYiew. Ramer than have th'eWIOs submitpnefs based ongue.sseraboutwhat legals:rru;rd,ard$ 
DNR.;con~rJdsma,Y'apply,ot whatremediesotherthan re~tionofthe th:llt DNa migJl:t;, 
co~it:lerl the WOS ~e1ieyethat, itt a4Yat1i'~ ofprirJing orhea.nngof this matter>: DNR.should 
set forth its view of the appropriateJeg;U stan~ andreme,dies;~ th~ faGru.a!b~et thatP.hlR. 
beJk;Jes supportS those rem~eS';so thauheW1~ ha,ye fairanclreasonablenorice: ofclieis~ . 
to becons~derecland theeVldence.!l1at1)NRbclieves ~,re1eVaOt romem The WIGs w:ill then be 
.~ aposlPon to respon4to t:b~iSsu~ ~ p1'm;:pen;eiv~s:m~m. 

.' More spedfIcally. the ;mOS r~quest tha~ONlt.ad()pt:theJoll()wing procedures~. No~ 
in thisJettet'islhtended to Walv.eany ISsue the WIGs could ralse..m anyfurtherpmceeqings 
before Ju~Ctf! Gle~on in. the SUp'erjor'~~otiA.theSilpreme CoUrt. . 

Wililhiilgloll'oe I Nortliel'rl VirginIa i New Jersey I New York I Diirlal J Oenver- I Ancl)orage 

:c::..'~ T ir'-., ':C:. ii"i--.J : 1:'1 t W"ia ... ~,;+ 1~41i-./}Y-+t:r('(l 
[1:011 a, Qal af 
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1. ,. DNR should appomt an independent hearing officer in acccrdanct with AS 
44.64.030. Absent ahifubiased and independentteview. tbeappearanc:e and reality of unfairness' 
in pr:oc~editJ.gs tondu~d by a d~ciSion-IIl;ti\er with afinancialinterest irithe proceedings' ,,1j1l 
persisr.. Judge Gtl~on has noted "DNR'sapparent Violation df Mown pi:O~dl,l;t:;ljregulati()Ds/ 
and~ete~ed thatD~s: previous:proceedfi,tgs deAie(i dl)¢-P!Ucess to. ¢e~D~.~reo"e;i 

. tonfideru:ialt;Ibqumctru.disclosedpr pNRQnappeal revealthat DNR, shortly before.purpo.rti.Og 
tQrern:iin:ne :the.Un.i4cakulated whatr:it be1leved,Wowd.be the extent bftbeStat~s f;inan¢W grup, 
were itto teirilliiatethePointTh6mson UiPt.1GtveJ,t:[):NJt!s fipanc~.ip.ter,e~"apdthe ~ao/ 
demQnsttateddetri~tb£ dJ,k! proc~ :in the;preYia~R:roceediugs~ we do notbelievethatDNR.can 
repd~rapun.b#l.s ed decisiqn. Fundamental notions offair pJayand due,process: thiH:efbt.e require 
:that the decisioribe: made by an independent clecisi()n::~t,. ~~Qrdingly, :ul il~yyeJaW' 
judge. .acting. pursuan~to,e$tablishedft.wihtoxypro~dQ.resi~h(mld~onduct.theseproceedingS: 
;md Pete~je:·the appropriate ,remedy; .. 

2. 'Whoever presides atariffunher. proceed1hgs,DNR.shotilaacknowl~dgt. cllc 
adveri~natUre ?(~eproteedio~,an.d.$hO,u1d..t@Ittc:ONJ.(staff~:9n.~l?~J:(>:~;p'ro'~eed.fn.gs 
that 'W'OuId.:s4P:011tbn~:a:t)cl,eyi4en,seand ~spond tt!t?eWIOS' bnefin~andeV1dence. ItJs 
es~en,tial todJle PIP!:(!ss tb<ltihe facfualmateriak anchesti.i':ii6nyon.whlt'h the stiffPl:()pGSl!Sto: 
.relyhe identified. artdsubmktedforilie-rerortL dttrtlie: WIOs.ha1f(: fair noti~e-Qf,the l~lWd 
fa:crualpositiQnS that .Ol'lR·i$ takipg ~d the ~);Illds~.~:vi9e,oc~ tba:tsuppPrtthe~ :and-that 
the ~Os re.cei~~ aJair o~poJt.UIil9'to cro~s.~e DNR'swittiess~ arid.~bu: the e,?~claty, 
~~~ ¢fe~~ byDNRStaff anelori .wlllch D~ proposes. tarelyin (i#C~.tts: q~lSrclt1. In' 
the prior.prr;iCeedings,theDUectot's,atld~~D~i5ions rdiedqnanup;ilierpf 
purported fatu which. input Yi~F.',~d llQ ~p~~intbe.record oreJsewhere·.ahd which the­
WlO's di~,~! ha\'a:awJcind 'of fairopportun1ty to &$pute •. ~ :cype.o/ p~ct~ is-.nQt .' 
cousiS.tennVith due process; and repeating It on ·the.:fei1,t1J1d :wW:p~¢'Qnlrasec9pd appw . 
. and a secblldren13rid.· If the Conmilisi9n.ef; f.lth~ W!Ul an it:t4e?!ndent .hearirig Qf£icer~ptesi&is 
at the h,eJUjng;~~ O:>mmissipner,sho!lkihave:independ'ent coUnSel, so·tfiatthe Attorney 
GeI.1f!ral~s.Office.is not¢presenclog~ boib a patty ;mdd1e d,¢c~.qffi~et:'. 

:t The mOs haYe~atefullyteyi¢wed. the ~cisiPQscl the D:JrectQrpf the DIviSiOn 
brOil and CM.in200S:a:nd:theCo~sio1Wrjrr2006.The WIos.iIi.teridtb propose, as a 
ren1edyfQr th,e diSappmvalQfthe modi&:d 22~. Plan 6fDeve!opmettt,. tll:tt the UIJit bebf()~t 
iotq prodl).ctibn at an eailydate tOt;isistedt.·with ArtiCle$lOat!d 2f ()fth<,Unit~areement. 

l.PWRecJiQi66.[9-00!6628. 11le WlO's.dq. not agree with thiS <iSsessmeiltQftbe;Stilre.'s 
eCQtlorhiq intere~~. 
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4. Abs.ent "clear written l1otice" to thec6no:ary from DNR, me W'IOs mUS.t.assume 
i:hatDl\lR~s vieM fat acceptable develOp.tnetlt of the Unit are those set out bytbeDrrectorm 
200.5 ;ind the CQ~sjbner in 2006. To. the extent that DNRexpects to require the U~ttO be 
~'Velopedin.ways that are different otadditional to those Set fotthinthe . .DirectQr's decision in 
2005 or the Qmn:iiSstoiiets DecM:Olfful906;fairpess>an~ duePtpc~~requirebNRI'rompcly 
to giVeadequa,t¢' tlt1tic~ Qf ~ts pwpqsals, a11owadequate.tiinefofthe WI Os tb respond. to the~ 
;md 'lfforih:h~ WIqs:a'm~aningful oppartumtytO be-heard. to r.he~:x;t~'QNR~s'PlQPosals:·~ 
consisteninvith.Aitidesl Q and 1 L<ib,d, di,e.otbet term:s ofebe Unit ~trreement,the WI OS intehd 

. 't:odevelbp the Uhitin.af::cC!n::lance Vliththose proposais. tile WlOstherefdftbelietr¢ thauhey 
are: ~tlrii1edt9fairno4€e, ofDNR's.mrennoru ~ tbdevdopmtntof the D:.qit ft Y.J9u1dbe ~ 
de¢d QFbothdue"pttiCeslf and fundamfml:l;l1 f~ss ~~.DNlh(:>insist QU development 
te~nts fotthe. Uhit;.that,It <#<inQ~ .c.omrnunicate·ti:)1iheWIO's,. or giVe fueWtO's a fair 
oppoitllllio/ tQ ~d~ss .. 

. 5~ DNI\~ho~d:schedu1eahearing,atwhich w1t:r:¢$ses I1layt~stifYa!ld~e l;IPW . 
e.qmine~ and at :Which DNRstaff sho:u1dbe P~ tQ'pr~'$'ent'<;v.idence:insup.p.ort of .wfijit 
deems ~yprQpQ'S"ed retnedr.~ beco~istellt~. Artlcles 10 and 21 billie' Unit Agreement. 
1ii:ne S~Q;o1d.~ "~9~d ;,ltilie evidentiary hearing ~~ teStimony M~J~'~e fqlfQWingrnate~ 
factual. JSS1;I¢S,aJl of Which nave bearing.: on the!l:r;)4ll1lIlgnf CODSi;!IY.atlpn obJ~etrYesl on goOd and 
.diligent oil an&g:tS'etig#1eeMg:~dprodt:totion·p~qj(!esjo~ the av~billty of tr.'!iispditltion 
objetcives~ a.o:d.Pllwh!lt"~'n!lcess:u:y'to protect: atiparties in interest, ahd'thus, c.o~~n~·~th 
Jw.:Ige G~n'sreUland, afteame' appropriate ¢medy.: 

,Cd). New rufulysls :a.ndImetptetaPol1 pfinfonna.#on-wlthrespect hHlte 
qucinnm l'latUie.and I/Xatipn,of.h~~ Qn.me: Unit. 

(b) Au appll?p~ schedule for development of the, lIcit and 
COl1llllenCeIP~nt~of' prodUctiOn:ofhydrocamoIif., 

(6) 'fheappropnate boun~~J(jrrhe~giveJl,the',manner in which the 
Unitshotild be-deYelopedaI)d ptpdU/:;~d. 

'(<1) The ~9IlS tbatrbe:,manner, lnwhic1l the -wtCkptoppse tL;1~v~lop'and.: 
p'todu\i~th~ Unit is <:oD~istentwtth reasonable ebgineecir1:g pt<ictice'and i$in.me,mtereSt 
of cOIlservation. 

(e} Theapplkaci6n of Attlcl~ ~Oand21otthe UnkAgreemennQ the ., 
development of th~ .Unll:and t9 the appropriate- ratt of eXploration; developrn.enti w~ 
produ<:Od,i1,Qthydrocamons from the ,Unit. . 
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(f) The Frocedutal andsubstanci.v~ impQItof Artide210f the Unit, 
.L'\greement on me developIIJ.€nt proposah made by the Director in 1005 and the 
eo:mmiSsionerirl2006, andanyadcllriortaJproposalsthatJ)NR.nttYrn*ein resp<mse ro 
paragraph (4)above. ' 

(g1 The proC(!.dural ilnQ. subs.tantiy~ inIpoJ:t of Anide 10: of the Unit 
Ao.b1:e~OleJlY po me cJeyeIQpment proposalS made byt.h.e DttedOl' tn t005·iUd the: 
cb111IIiIssiorter :iniOO6, and anyaddioCibaJ PrQpos~ thatpN({ n'l4ytnake in. r~ponse to 
patll~ph (4)abo:ve. 

. . . (h) lQdl1$tty sf3Jl~ar$re}~ant to:ihfe.tprennglimltaJl~m .onalesSor's 
,fie~QqllJ;tp 1m cst! developmentrequtrerilentScolisiStent Wirlithe:requireme.m:s in Article 
10 aIid.21 bfrceUnitAgteement tha:tth¢Op~tQr)tfuSra:tt!lS -a. ~ason;tPlypl1,lge~t 
oper.;wr, 

(i) Demils·: o£tl;ze mmnenmwllloh'tbeWIOswriuld commit to ,development 
Mi;tproducdon ot tM:6el~ induffingg,e6Ioglt. geophysica1,etlgitieerin& \Uta .eCOp.opll¢ 
evi&n¢e Ut sopport oftbe 'Wt(1s--pto~PS~; ..., 

(j) .p~~oh:hemanneri4"4rlc~ DlNR,staff ~ontendstheJieId,shouHbe 
dey~~c.l.andp@duce!i· indupmg geologic. geaphysiaal,engineenngi,anciecoootDic 
~vidern;e in support oinNR's cOiltencio~. . 

(k):Fac:ruai evil:fenca~ includfug itu:lumys~.~, i:¢~ant ~~hidJ!ing 
remedi~ fQta ~SOtS: dlim'of taiIw:e ~p pzpdijc,eanoiI ~~Lgas lease 1Ba 'dmeJy faShion. 

.(~ The,:d~veJppment practi,cC4 tb4.,~ areasonablypru&nf qperatol' WOuld 
U1Jd~ inZOO8. 

(m) The Unpad,onthe public irttetetofreqWi:iog m~ wrOs touncleriake 
uriecOllomc activities. " , 

(n}Theimpact,on the S,~t¢;and, tbeWlOs of other poteilci~ remedies'as 
con'lp!lred'toc~ out. rhe WIOs',proposalsf6fdeveI6pUlg',and1?l'Ddu.cfug it. 

, (D) 'I1ieirnpact of potentialremediesofi the Sta.~:se£fot::t$ t~ :advance:a major 
gas1ine project. 

(p}1bemann.er.fIl which theWIOs1?ropose to develop the Unit consistent 
wiilia:fuw.tegassaIes progmm. 

PTa REC~Jb510 
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(q) Industry standards for the development.of major hydrocarbon fields in 
remote locations. 

(i:) Xndustry.tscwdards fbrphasing ofmajoron;yId~qevelopments w 
a.CGount:tl;l:rand mi~~eJ:eservQif,· t~~hnical and otherrisks, mcludiiiguncerta.inties 
reg:uding theavaikbility'of~po:ttati6ii:SYStetris. 

(s) DNR:s practice and pfbtl:dQte with ~ec~ t() the !=ercific:ati.on of weUsas 
capable 6fp.rQd~cibgiP.paying quant:rt.iesandj~ effecronthe development oFthe Unit. 

" .. (t) 1(IQ9UCPPO flf hyth;oquho~ frpmweUs that have been plugged ott'hat 
have,:beeiJ;'!s:uspended~ or "abandoried" pi:1rStiailt to Om. rtiWlicidtiS. 

(u) Suchotber m:attetSa5: .maYbe"pextinWJotbe tpa~e~ properly addr~ssed 
on .rf:tiiaIid::&x>U1 th~ Si1P~. Cow:t. . .. 

6.. :Bet:.a\iSUQ~,o£ th~ig£orma.ti~J:9:l?e.p~~te4$theheatlDg.is hlghly . 
c6I1fld~ptW •. PfOyisi0n$mtIit·bemaqetQ conduttallor poitioilt of the hearing indose({,tathet· 
than. public;sessionS~ 

7~ TheWIOs should. have a reas¢uableoppom!11it}'iin;1dv;tn<;~ (:>ftb~eviclentiary . 
,nearing .. ttl asceru.ib.i;tnd th~U!(o::re toai;l~. tb.~ GOI;ltelltiq~<if DNR staf.t with respectt6 the . 
. mat~faj:ruaI iss~ lis~ed lll; the preViQuspar.t~p.h ana'·ihefatfsand e:videnGe.. :if ;my; iipt>,tt 
yWlchthlJ contentions l'I!SL ' .. 

. 8. :lJNR's decisidtf shQuld rest 0.1;1. ili¢ ~qo.Jtl,qf evidence. and argumem presented at 
the heari:dg®~ . 

_ In Hghrof thi'sre.qy~~ (b~ anmdependent hearIng 6ffiCet~or, ffPN1t denies@~ ~<Wy 
avaikj,le PrQce~s).for procedures beyond those t:ontempfured.bryo:ur~ttetcpfJ~UfUY3"the 
WI Os requesttliattbebnefing"d~dline ~f:f.ebruar.y 4~ 2QOSj be w,careq. The Februruy4dlte 
CbtlHbe~used:iQ.su:~~ f,Qf a pr,ehearing co#erence:to establish thepooced6res t6 beJQI1Qw.ed it) 
t:ltisJ:"e.O'Wlq, an.q :sch~duleappropriate early datesJ6r the exchange ofJitt:;t'~<i expeq. Witu~s 
lisj:s1 Statements,6fcontentldilSi eilubirs, Md'hejl,Jjng &p.~fs~. n~wrGs'CQntempktc i prompt 
evideIitifuyheahng, ¢ons~ttn( withJudge GI!!3!ion'S Qn:l~r; ir1<:arly May of. this year,'wiili 
s.~$ioI1.9fp'riefs .thereafter,:andadecisiori.meetirtgthe 18O-dar$~duIe.thatJudge GTea,son: 
b:lS ~t<lp1i:slled 
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'. . IbI5"WIOs would be pleased to meet vijili ~you, aIla$sigrted h~aring officer. ot with 
DNR's staff orc6urise~ .to anSwer. questions. discuss procedwes, includmgthe timingapd agenc4 
for ap~heari,ng confete,oce,.ahd deveibpa tirnellne,iri wlllch an adequate ewdentiary hearing can 
be belc:lV(.itho~ unq\,leqe.!ay. 

VeI1Tiil!yYowS-, 

Sus;w.C OrianSky 
FEl:nMAN:bR.LA:NsKY·&;SANDERS 
Attome)l$' fotBP Explo.tati6n {&ski}: tne. 

St .... hcii:Mit11is 
otLANE¥ ~S;,1NC. 
Aqome-~f9.r·Chl:vrqn. V.s;A.I.In€~ 

Speoc~. C Sn'~,d, 
DORSEY. &WHfINEYLLP 
AttorneyS lo:r'Cono~dphlllips·.Alas~ In",;. 

PQ'Qgr~I. S~ely; Es.q~ 
~~~D~9J~bani·:Es,q, 
PATIONBOGGSilLP . 
Atroi;lt~ fCjrb:¥Qu Mobil CbrpO'titi().t'l 

nft·tj$~J.fr JhL7 
OnbthiilfofalI Appellants: 

DJs/iuw 

cr:; K~viit pa'l;lks;.Acting Dite'ctor.Oivisibrrof Oil?t:G~ 
Nan lho}PPSo.Il;pi\jionQf Oil & Gas 
Rlclliird Todd, Dep;iftilffnt 6f taw 
.Miuk Ashb11O;1i A:shbru:n~N4s0th Pc. 
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o P.o,. BOX 111000 . ~ 

JU~l:AUrALA,SI<A S9811:IOOG 
pHONE: (9Q7)<6,5-2400 
FAX: (907j 405-3866 

DffiJ,>ARTMEN:r O~? NA1'UItAL R.E$QtJRCE~ 

OFF/eft OFtHl5 cdMMISSU,NER 

.. 55D)VISST};\f P,.YENlJE' •. SUrre; 1:400 
ANCHORAGE, AlASl(A ~Q5d1-3U$O 
PHONJ:j (907) 26g·8431 
fAX: (!lot) <(j9~916 

January 28, 200B 

VlAEMAII~ANI) CERTIFIED MMJ~,iRETURN RECEIPT REQUESTED 

I)Qugl!lsJ::.$eiXillhl'l)Y- StepheillYf. Ell.ls 
PatlonBo~gs, LLP' Dc\(meyWiles; me:. 
AUPrney (or Ex?tllnMoJjH Ctitp; Atttifitey fo, CheWOi't,U.5,A .. bie, 
601 W cst. Fifth Avenue;. SUite 700 1007 WeslThirdAvenuej Suife 4,00 
Atidl(:j~l{ge. A.ili#l4!, $l95M Anc'1)o11lR¢. Alask;t!>95<)f 
Spencer G. ~~eed $qSDli O[1Ui'!sky 
Dorsey&Wfiifu~y, LLP FeldinaJ1~'OrtnritlkY & Sanders 
Att()\1leY'f(lrC()1I0C9~hjIlip'S, AillSltu,ti)c. AttOl'l)ey ~~t J?P E.xpl.opiti~n(Alaskn:) Inc, 
1031 WeSt Folirth Averlue,Silite600 500 L.. Street, Suite'4QO 
AnchciJ1ige,-Alaska. .99SOi ,~, Artchol'l;lge.AIa:ak'a,~%OI 

RE: J>Tt1PitJce:adfugG on~cll.lalld: 

DClI,r Mr. Serd'ahely~ Mr,OSneed, lx1t; Emfs:lnd. Ms"Or1iln*y.· 

l1'i&}~ 111.e J'espo~l~e b.ft~e Ala$kapeplJM\ent l:ifNat1lr,alJ~~ijuti;;illI. to, y6p.t: lette,t to: Ii}!,: ofjijnuqry' 
IB, 2008< Ace.oiilina:to Judge Gleason's December 26,2007 order in lAN"0543151Civill tl1.~ 
P1,lrp9~c:'oftlrq:rei1ia)fd'i;i,tO~l!'din~.Is to t!t"~y.Qi1,tlJ¢6p.WfttinilY fij h~lil:a.r:d bi;HIte qiJf$.tiOiloftile 
.appropriate 'remedy-for your failure: to submit. an accep~brc~l/lII 'of Development: fp): t~fll1l)jQt 
:'fh,Ofi1ll011 ,trot,! )md1.hlI\!·te:l~' c~ in th~ y~ !Q1l6wingthe. QcfQb\ffZ.7, ZOOS 'D1r¢QfQfis Di:elslon. 
l1lfsTemand ,proceeding fa yonrupporflmit}tfO ~plainll,Qy <J)fumaiiv.esfIJ unh.tenn:(!J{lIIQJl w1Ui:;1l 
:you h~j(ev~ !ttc..3RP~priat!!:fu:thl~Ci)Sb; 

,iVty.JiulU'ary 3, ~.O,Oa. i¢tti;r. to YQU aeUnnporyt S, ,:2608 asctite,'deadlin6' forY6t.i ,to reqitesLadditfbnnl 
procedures' on remmrii:mQ :s~ FqbruatY 4U'tPPS: ulHh~ dqadllqtJ for-you, '~Q ,$ijPIlli1YOt,lt join.t or. 
sep.iirme i:;n~fs fQ .me. OrltUt ilj:ipropril1tel"f:i'ni¢dy. This letter- re5poiidsto: thc:procediires you 
rcqpcstf!d i!l Xoltr fanu;lry 1~,2008'Ib·it(!f. 1U)d it. als~exlend~:'tlie dAte: ilywhi'clr yqu m(isHllejo.ltlt or 
sep3tnt~ briefs describing Ulonpptopriate relliedy and byWlliCll yoihnustpcovide'all documents you 
wAot:melPGOn.siiJe.rul;;SQPPQrt pc YoU\' m::opOsed'rernedy ~d P~brtlaty i9:,2008. ' 

He!Jriog is' set ~o beginaEMO AM'Mond~y; March 3. 2Q08 .. it ,wiil bt:;WI~ln.~ A-two(idatili4ttig, 
Room1il6. That is the tfm¢"aiid.place,for you. to preSent and support·. yotlrproposed: remedy, You 
I:tllI.Yntak~ Qrnl nr~ent. ¥bumay ptesentwttnessa It Would lIssisrme ,to iI'Iak~ a deeisionand 
uodersta:n.dyouJ' proposaliiyout'w1fuC$scs- W~l'o Jil!ldc nva'i.fa~l() fQI,' quesrlo.n,9; Qnl16firuary .19. 

«Develop; ,CtJllSt!fV(!, qllilEnlt{lllcc Na/ural Rcsor~rce$lt)r Frese/it (lud,PlIlar/] All/$k,lili '"~ 
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PTU Proceedings on Remand . 
1/28/2008< 
Pngc2uO 

2008; you iliust submit of Iisf of all wilnesses YOll ij1lcnd [0 call bli at the Marcll3 r 2ooS, Itcarlilg~ 
Thal Hst must include aslatemellt of the topics each. witness will address; 

The hmuary 3, 2008 letter identified the issues to be hriefed· as: "(l) whethef the remedy of unit 
termination islhe l1pproprillt~remedYfor th.e Appellollt'$fuifutofQSilbiilit iili lldcepfilbie 2ilt/POD; 
and (2) if tCl1l1innHon is not npproptiute, \>JJlt\1 remedy would he an amm)priafe resp(lnsl)' to the: 
Appetlunt's failum to submit titi ncd:plable 22M POD;"PlcnSe also explli.ht \vhyif is iIi me public 
intel"esl for DNR to accept tharemedy yt1upropose.; YOt1shonldfile allmilteria.l~ you. waut DNR tb 

consider on the question dt'relnedyon Febimu:yl\}) 2008 witit your briefarrdwiiness.list. 

Reg!lrrliil~Jhespecifkr~qtfC:$t.4.pet P\itJrliYQutleUeroOllIJuary J8, ~OQ$: 

I., COllfide)itlalil)f - ¥O'l tnised the I~slle: QfCQut:i4enllatjllfopuml0ri tHat iiluybc lochidml ht yobi 
submittars to DNRonremedy. Unitiztition and the slatus of. thu PTU are issues of-publio 
inrpl)jiartce ili.ld.wterest. PNR .. val ilQCorci contidQn6alarnlproprletary' infonnmfo:n. SllbmiUed Mth 
your 'brief&llicproJecliQn nNR·~s l)uUlorized· t~ p~ovide .under AS JltOS101S(aj(9)i. YOLlI1!!.ed to 
t\1llrkcanfidelllJat.el!Ciipage of the ihCormntiontll!lrYOiJ shbmit \vlilcli yoticonsiaerto falrwitlun the 
scope of tliis sfatuto .. DNR 'will bOly keep C;9.nfidet\tin,1Urt>se:pCiltlol.ls.of:YQ!It,subntiUai.SOil ~'eil)edy 
llint lall within the sco,pc:cifA.S 38.Q5.0JS(i1)(9).;, . 

ffyoiliilleud to present: cdnfidential infoi:iilation thrOugllHve' wi(nesses~ you need to inqiclltlrthat Oil 

yQI!l' wiiness.r~ and: !nlil~,r~cor4be(o,t~ ¢llch WllIlC$ \Viii) wiiicOIJlI.cy ccinficletJt.ilil.Jfiforirt:i.lkln 
lestifies. Testhn6riy initially treated lIB· confidential will not· bo,lUrtfu:r aC(lptd.~dc.on4denJfnl 
treatlne~lt l.f i~ dOell.nQt~Qllt!:lJ~tltet'P.e Qf W'QnnatibnWJiichbNRiS;¢nlhied IOhi:tld¢i:i.n.ftdCriun! 
undei' AS 3.8~Q5~035(j1)(9); 

.2. Record-The.record in .this matterwns {lStllblwllcd. in-the qonsoljQ.ated:n.~le 60Q }IPp'~al~ ~etQr~ 
JUt;lgg.GietiSQll, 'fi~ j1p.I)tU~r{Ii(~·reme4y. \~Ii't)e: ~{erifiined in, limit .oftlliit rec6ni. DNRwill.also. 
<:ollsider ~~(lf6onel m~terillb: y~\t ma(include wi.th YO!l~ 'Feb~u~ 1 a·, 2d(}gfilln9.S: a,l~' in . ~oQt 
Mli~eh 3. 2QOa·p~¢nl~tiQn:oi:[~.medy.ONR d~tiies:)iouri':iiqiles.Ho lImit the' record 10 whate.v.ec you 
provide OJIremand b~eiha.t woullftxt· itlcpnsiBient \v,Jfh. Jutfge .G.lAAs(jn·$::4~~tJ~ 

.3. Legd Standards .;.. 'this .·ia n-t::>NRa4miIn~tfvep~eed.Ing I:}I1 1M 'Q!1estl/;lj1 ottem¢~i. tIie' 
prpce4nre: i~ £tesqrih.¢d in 1 I AAt: .02.0lU et. seq. The standards of r.eviewfoJ; lJgeucy action·arc 
'!bose tt)n.t :>1!t QuUh NIlR!m Cl!S.~IIlW,. AMft{o~rnlly,tl1e.flppHdllbl¢ iegal. S.IlWCjij~ lite sett9rtbin 
sjateJ~\'i.thc.uilk A~mentJartji' applicable iligul~troJ1S. . . 

4; Jl1depejjdeiitHcirr1ri~ Officer ilnd AdverslliillJ Proceeding. ;.; Yourreques.ts rot' uppoiti~eniotall 
illdependen~ heuring: 'offi~et' artdtu).a:dversAtiM [itQ¢¢dlng. in \villcli DNa is: A. pntty ilird its 
einpl6yeesnrc silbjeefta cross exrurUoation, 3rc dcllied, yo.Uha~ ueJl1onst\'ated n.QcircUrustances 
iQ justify depuri:ing: fro.1ll: *~ sta,ndqrd existing '~4ih:jrsltiitiv~ process, n; p,tQC.CsS :iliat· hils been 
repeated1yvaJidrited hylbe Alaska Supreme Court. AdditiQnallyiDNR /.tn~ tire: ras~crlls*~i1tty~Q 
ndministersl.ate· res:()urc~ it IS: kl'iy jci1~:t!ldiSchlitgQ UUitit;spoiiSlbih1Y by dCfenniniitg. the 
appropriate. remedy.. That decision wifl nellher btl pais!!{i off to ·third~paity cqntrnctof J19fWHt It 
ttitn6fi thevle\vsdfniy'stait hviil altendtiie heatlng"D1it fhlwe asked Nan. Thompsqn9!:mysta{f 
to acl:asihClle:u:i~g ()ffi~or:nf ifteM!1l'clt 3, 10Q$neaJ:i;nti'. 
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j)TU Ptoccediogil cHi Reniilild 
1/2812008 
Page 3 of) 

"_ .. l .. ~_~ __ , 

5, Rcmcdie§- My Jauuary 3,2008 letter lldvised you that DNR is considering the r~mcdy ofunil 
(c(nnnution. Tl\e PW]ose of tlri$ procct:d.iltgis tQ consioCl'YOilr argillileulS about unit tcmlination 
ond nny 1Iitemlltivc remedies \vruch YOll believe are appropriate given your I(lilUre to su6mlt an 
llcceplabJe POD. 

TIle time to cure provided: for iti the Director's decision, and expanded by Commissioner Menge, 
hilS pa~scd. Commissioner Me.nge" fouqdthe ainc!llde~ 221l.(LPOn w!,Isll!liJGceptllQ!bartA tbat filidlhg 
hus been affinned by the superfor court Therefore, youshQllld not !;relit iheproteedingson renmtld 
as a (nrther opportuuity.(o .the dUni QS descnbed i.ll the Dtltj;tor's decisiOn. Because Ule firite f<;jt 
cure has long passed/liny '~relral1ce" on past statements.regl;lrding Cl.1rcis:now iuu:~a~(ln~te" 

To tlle extent you .chose to pCOpOSelllleW EOD,)'Qu,sllQuld consid~l"the re(;otd th4t was~ev:eh,Jped 
!le[ore J\ulg~ Gi@sQit. tr.shows UJat ljoti\. Aodcc and DNR liave: requesfed the PT[JI~sees Ill' 
drill sufficient. well~ to fw,t,y deU~lellteal1 onh~P1'U resewQir&.pNn hrtste{l,ellt¢lyt¢qili;}stediltat 
(he L,C$sees conitn'ifto. run. aud timely devef<iptnertt of illl PTU resctVoirs;iucludlIm gill;;, gilS' 
condensntc; artd' oil. You.l;b;ou1d·alsQ' ci:l1Jside1", wl1!ltllsSUt'J,ll(:¢SyOl\cl:\ngiv~ DNRlhat whatever 
>,ou proj;lI:ise.as';:j. remedY'iviUbedoM.. .. , 

D NR \~ \Icorisi<lerthcentirerecord (odetenmn,e then.pl?ropri~te l'tlll1eny, 

S~cerely; 

ThomasE m,iln' 
Commls$ioner' 

cc: Kevih :BIiFikS~. Actina.Director; Di:vislol1 ofOiJ ~ Gus 
Nan i'holl1p.S:Q.ilj.Divl$ioIlOfOU & GIi9 
Mark, Ashbumr ASbburn & MaSPllj P.C;_ 
i<M:1nr4 Todd, bdt ' 

PTU REC .. )0515 
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PATION B066S U1 
AIIOU(U AI lAli 

GOt We.it Fiflh AI'enue 
Suit,10i} 

AricllOf~.Ala5b 99501 
gdr~&:l·6300 

February 8,.2008 

mAliAND-DELlVERY 

Thomas E. Irwin 
cpmmissioner' 
I?~p~~nt 0, fNaturnJ Resoun:," es 
$50. Wi- 7 Avetl1l~ S1,l1~ J400 
Anchorage, Al~lm .99501 

Re: Procedures· for.hearmg commeoclng on. March 3, 2008 

Dear Commissioner Irwin: 

F,ciin~~'!I87.2"'Gl,4S 

\'J\1W_PllIIOlll"Ggql~~~m 

~ f~twr fin~her responcfu to your January 28120081etter'Tegardmgpr:oced~s for the. 
pfuceedit:igon'retil:l.(icI,. 

L EJParte Cp11ltllimisaUOtiS' with pm Staft 1b'e.WXOs r,eqtlellt eJarifJCauol1.mat;'yOli •. 
in your ca,pamyas deci,Sion-maker.,bave.noe.hadand willn6t.have unJisclQsed' 
l$.ll\illiiiiiqttioQ$ wi¢J,)Niji s.W,f~lh~ the ~Jlbfect J:lla.!;ter Qftll.eheaciJ?g. 

t. Addi~Qn41?Niq~nce. .1l1ewrQs~queKnotic~.Qy. P.ebru.ary-19, 2OQS.'of: ~ny . ., 
6mn(;e:f.inc:lucllng testUnony"that isni:>t inCluded' in,the .record on appe.<'1t6]udge 
Gle~I)uponwh:i~YO~1'11!ty~o/. ~'~gjlOu.+ d!:cisiQn .• ~ 'WI~ .~:req~e~~ 
notiCe and::a reasonable oppo.z:'turlittro:respond to ~r.eYMetl~ UPbil)whl~hyo,umay 
rdyin.yoo,rdeciS~:~ COJJ:]eS t':"}'9ut~qzmJiQn ~~'fel>~ i9Un~1!l4iPg ~e: 
QPgortunijy~ e~e me sponsoring wiOles'ses- or Sautee of.'dieinfoiii'lliPoii 

.l Evjdence'PrQmDNR Staff. 1hIf'WIOs request that diey bepennIrted an : 
6 ,. ·mtn;n~.·" taketescimo,n fro l)Nltsra{£ attb:e:hearinll' te""'.....t;. .. "'~ific ONE..· ppo"-"·J· to Y . nt" . . .. ,' '... , '.1:> ... &""""""'tP'r.-:-- . . 
do¢umep~in:.there.c;otd thatdte: WIOs will identify in theicFebruary 19-,200&' 
subniissloru. . . 

4. Additionarb6~i1ti1. 'Ihe WIQs re~.ah.9PP.orru.nityW~v.\ewpriOl;'mtbe 
hea$~ p~ aOC~!lts that arenot·uuhe. rec?rd bUt directly relate: rooF ~Ul?port; 
specifically.ldertcifJed ONRdCic1'iitien~ilta~ ateJn \he regord 'The:'\XII0s willl&ntifY 
$ucn a~!!licionaI doquntqts in ~eirPebruary 191:2008 submissions. 

5. POSt-HearmgBiieffut;·111¢ WLOs ~qy~tan OppqrtunitytQsu~mit bdeU w}thin. 
w.'Cnty (2Q}c4ys: wr: the conclusion of thehearirig andthe.dosliig 6£ the eVi(1enc.e. 
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~' PAITON B066Sur 
1IIltUfl II til. 

ThomasE. flivin 
COmmissioner 
Feb~ry 8,2008 
Pagel 

The WIOs request clarification reg:mling these mmers at your earliest conveIlience. 

Absent a specificwrittenwaiver, the WIGs do nl?t waive (i) the requestS: r.tIade myott in 
their letter ofJan"Qaiy i8,1008; til) therequestmade.earliedoday fot procedures-that c9niOnn to 
Section· 21 ofth~ FWAjor (iii) on: right t.O request additionil) Proce9ui1!S U, th;e COt1r!ie: of the 
re!f)iludproceedings. .' . . 

VeryTrcly Yours, 

Sus;m C Odansky 
'FELDMAN oiu.ANSKY&SANDEM 
Attorneys for B.PExplo .. ation(~ka}Inc. 

S~enhen M: Ellis 
DEtANEY·WILES'i,:tNC:. 
AitorneysfordtevronUSA.; Inc. 

Spencerc. Sneed 
POru:gY&:WIilrNEY11..1? 
Attorneys for O:mocoFhilllps A1aska)nc. 

cc; KevmBanks, AaIDg birectofrbivision of Oil & Gas' 
Nati ThOt11ps~p, t)lvi$itm. (I( pi! ~Ga.s 
RiChml Todd, Depanment of Law 
lVimk Aslibt.im,Ashb.i1rtl & l\dasC!l1. PC 

Exc.000593 



) STATE OF ALASKA DE'J 
[\JAT I ARTi\llENT OF 

DEPARTMENT OF NA TUR·\L RESOURCES URAL RESOU,qr\c 
550 W. 7th Avenue, Suite 1400 FEB 1 8 .V!...S 

Anchorage, Alaska 9950 I 2008 

In re Remand Proceedings Pursuant to 
December 26,2007 Order of Superior Court 
Regarding Point Thomson Unit Agreement 

COMMISSiONER'S 0 
ANCH FFICE 

OFiAGE 

I. 

BRIEF OF EX:XON MOBIL CORPORATION, 
UP EXPLORATION (ALASKA) !J.'lC., CHEVRON U.S.A. INC. At'ID 

CONOCOPHILLIPS ALASKA, INC. ON REMAND BY 
SUPERIOR COURT ORDER DATED DECElVIDER26, 2007 

INTRODUCTION 

Judge Gleason ruled that DNR violated the Owners' due. process rights in 

terminating the .PTUA. Op. 39-42. She remanded to DNR "for the pUrpose of according 

to the Appellants a hearing on the appropriate remedy to the State upon DNR's rejection 

bfthe proposed22rtd Plan of Development." Op.42. She specifica11yiilstructed DNR to 

"consider the import of Section 21 of the PillA, as amended in 1985, in determining the 

appropriatereniedy/' ld. DNR, however, has given notice only that it "is considering the 

appro'priate remedy for failure to submit an acceptabJepJan;j and "is specifically 

considering the remedy ofterm.ination of the Point Thomson UniC' 

As a matter 0 flaw, termination is not un "appropriate remedy to the S tate upon 

DNR's rejection of the proposed nod Plan of Development." Op.42. There has been no 

default W'Jdet the PTUA, and even jf DNR rejection of the proposed nod POD were a 

default, it would not be a material default Absent a material default, termination is not 

Commissioner's January 3,2008 letter. 

[lTlJ InT ;1152.1 
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) payment hy September I unreasonably "exposes miners to risk of forfeiture .... "). 

These principles are directly applicable here. Approval ofa new POD will result 

in no significant damage to the State's interests in the Point Thomson Unit Termination, 

however, will plain! y result in a forfeiture of the $800 million that the Owners have 

invested in the unit, and of the substantial wm-k'they have done to explore the Unit and to 

model and understand its reservoirs. There is no basis in equity that all that work and 

investment should be thrown away, and the State itself denied the benefit of the 

knowledge base thus accumulated, merely because after approving 21 PODs, the Director 

disapproved the 22nd
• 

D .. Relevant Restatement Provisions EstabHsh That There Has Been 
No Material Breach 

Turning to the more general principles that govern the circumstances in. which a 

court can fmd a "material" breac~ it is clear that those principles-also preclude a fin:d.ing 

of material breach here~ The applicable law is given in Sections 237,241 artd 242 of the 

Restatement (Second) of Contracts (1979). Section 237 relieves a party of its duty to 

perform only if there is an "uncured material failure" of performance. 'Z7 Thus,. even if the 

Owners breached the PTUA, the State is not rellevedofit obligations \lnder the PTUA 

17 The Second Restatement's introduces the concept of cure as a separately-stated 
element of the test for whether a contract may be terminated. The idea is that ifthere is a 
"material" breach of contract (a "failure of performance" as Section 237 says), it only 
"suspends" (but does p.ot "discharge") the other party's obligation to perform. An 
opportunity to cure must be given prior to the point in time when the noo-breaching 
party's obligations are "discharged" and the contract may be terminated. See 
RESTATEIvIENT § 242, comments a, b. 

BRIEF OF EXXON MosrL CORPORATfON, DP EXPLORATION (ALASKA) mc., CHEVRON U.SAINC. 
AND CONOCOPHILUPS ALASKA, INC. ON REIvL-\NU OY SUPERIOR COURT ORDER DATED 
IH::CE:VIUER 26,2007, In II! Re/l1and ProccC'dillgs PwslInlr( 10 December 26, 2007 Order ofSu[lt!riur Court 
Rf'gllrdillg Poinl [/WIIISOII Ul1it Agreement 
l';]!~<:! .11 

PTU rnc 1(55) 
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DATED at Anchorage, Alaska this -.--Z day of February 2008. 

Of Counsel: 

O'MEL VENY & MYERS LLP 
Jo1mF'. Daun'l 
M. Randall Oppenheimer 

. 4QOSo. Hope' Street 
LO$ Angeles, CA 90071 
Tel: (213) 430-6000 

George R. Lyle 
ABA No. 8411126 
GUESS & ROOD PC 
510 L Street, Suite 700 
Anchorage, Alaska 9950 I 
Phone: (907) 793-2200 
Fa"'{: (907) 793-2299 

PA TTON BOGGS LLP 

Douglas . Serd ' ely, Esq. 
Alaska Bar No, 210072 
Kevin D. Callahan, Esq. 
Alaska Bar No. 84 I 1103 
601 West Fifth Avenue, Suite 700 
Anchorage, Alaska 99501 
Phone: (907) 263~631 0 
Fax: (907) 263-6345 

William B. Rozell 
Alaska Bar No. 7210067 
P; O. Box 20730 
Juneau~ Alaska 99802 
Tel: (907) 586-0142 
Faxz (907) 463-5647 

Attorneys for Exxon Mobil Corporatiolt, 
Operdtor o/tlie Point 17lOmson Unit 

Susan C. Orlansky 
ABA No. 8106042 
FELDMAN ORLANSKY & SANDERS 
500 L Street, Suite. 400 
Ailchorage" Alaska. 99501 
Phone: (907) 272 .. J538 
F a"<:: (907) 274-0819 

Bradford O. Keithley 
JONES DAY 
2727 N, Harwood 
Dallas, Texas 7520 I 
Phone: 214-969-2920 

Attorneys/or BP E"p/oratioll (Alaska) Inc. 

BRIEF OF EXXON MOBlL CORPORATION, BP EXPLORA nON (ALASKA) [NC., CHEVRON U.S.A. INC. 
AND CONOCOPHlLLfPS ALASKA, eNC. ON REMAND BY SuPERIOR COURT ORDER DATED 
DECE}..IDER 26,2007, /Ilre Remol/d ProCt!r.dillgs PUrs/mll/lo Oecemhl!f 26, .;007 Order ojSllperior Crlllr! 
RegardiJlg Poilll f1/ulII.){)1I Unit .lgri!elllt!1It 
P:lge 35 
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4521 S Hulen, Suite 102 
Fort Worth, TX 76109 
(817) 338-0800 
(817) 338-0830 (fax) 
www.tsg.net 

mCHARD F. STRICKLAND 

THE STRICKLA1'iD GROUP, INC. 

BIOGRAPHICAL DATA 

Birth date: August 31, 1948 
Citizenship: United States 

Marital Status: Married, two children 

EDUCATION 

B.S., Petroleum Engineering, Texas A&M University (1970) 
M.S., Petroleum Engineering, Texas A&M University (1974) 
Ph.D., Petroleum Engineering, Texas A&M University (1976) 

Honor Societies 

Ta!-l Beta Pi (Engineering Honor Society) 
Pi Epsilon Tau (petroleum Engineering Honor Society) 

EXPERlENCE 

Industrial 
TIle StrickJand Group, Inc, President (June 2001 to Present) 
Cawley, Gillespie & Associates, LOc., President (January 1991 - May 2001) 
Cawley, Gillespie & Associates, Inc., Executive Vice President (January 1988 - December. 1990) 
Cawley, Gillespie & Associates, Inc., Petroleum Consultant (July 19S2 - December 1987) 
Reservoir Simulation Technology, Inc., President (December 1980 - May 1982) 
Simulation Technology, Partner (September 1974 - November 1980) 
Numerical Simulation Section, Phillips Petroleum Company, Reservoir Engineer (May 1974 - Sep. 1974) 
Atlantic Ricbfield, Reservoir and Production Engineer (1970 and 1972) 
Pan American Petroleum. Engineering Assistant (May 1969 - September 1969) 
Tidewater Oil and Gas, Engineering Assistnnt (May 1968 - September 1968) 
Getty Oil, Engineering Assistant (May 1967 - September 1967) 

Educational 
Associate Professor, Texas A&M University (September 1980 - May (982) 
Assistant Professor, Texas A&M University (September J 976 - August 1980) 
Instructor, Texas A&M University (September 1975 - May 1976) 

Remand Remedy Hearing ( -c: \ 
Exhibit __ J5f£ __ ~ PTU REC 30500 
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US Army, South Yietnasn, Infantry (September 1970· February 1972) 

PROFESSIONAL AFFrLrATIONS 

Society of Petroleum Engineers (SPE) 
Texas Society ofProfessiol1aJ Engineers (TSPE) 
National Society of Professional Engineers (NSPE) 
NSPE . Professional Engineers in Private Practice (NSPE-PEPP) 
American Consulting Engineers Council 
Registered Professional Engineer in the State of Texas 
Sigma Xi 

PROFESSlONAL COMMITTEE MEMBERSHIPS 

Frost Bank Advisory Board (2000 to Present) 
Petroleum Engineering Industry Board, Texas A&M University (1995 - 2000) 
SocietyofPe(roleum Engineers Editorial Review Committee (1978 - 1980) 
Student Development Committee of American Association of Engineering Studies (1979 - 1980) 
Society of Petroleum EOg/rieers Education and Actteditl\tioil Committee (1981 • ) 994) 
Engineering Accreditation Commission of ABET (1984 .. r 987) 
EMrd of Directors of the Accredit.ntion Board for' Engineering and Technology (1988 -1994) 
Chainnan ofthe Fort Worth Section of the SocietyofPetrofeumEngineers (1988) 
Board of Directots of the Fort Worth Section oftJie Society of Petroleum Engineers (1989 - 1992) 

Texas A&M University COrl1tnitteeMembersltlps 

Academic Couoc~" Mtmtber 
Col Tege of Engineering.Computing Committee, Member 
l'etroleum Engineering Scholarship Committed, Chalnnan 
University Disciplinary Appeals Panel) Member 
L. P •. Peterson Engineering Computing Center,Director 
College of Engineering Student Honors and Awards Committee, Chninnao 
Brazos YaJley Regional Scieoceand Engineering Fair, Director 

HONORS AND A WARDS 

Outstanding Faculty Award, College of Engineering, Texas A&M University (April, 1980) 
Member, Graduate Faculty, Texas A&M University 
Dresser Professor of Petroleum Engineering 
Accreditation Board for Engineering and Technology - Fellow 

PUBLJCATI0NS AND PRESENTATIONS 

Strickland, R.F.: "An Analysis of Artificial Barriers for Controlling Water Coning," M.S. Thesis, Texas 
A&M University, ~'fay 1974. 
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Strickland. R.F. and Morse, R.A.: "Artificial Barriers May Control Water Coning," Oil and Cas Journal. 
October 4 & 7, 1974. 

l,i,;ldand, R.F.: "Gas Injection for Up-structure Oil Drainage." Ph.D. Dissertation, Texas A&M 
University, December 1976. 

::trickland, R.F. and Jennings, j,W.: "Recent Developments in Texns A&M University's Lignite 
Chwiticution Project," 4th Annunl Underground Coal Conversion Symposium. June 1978, 
Steamboat Springs, Colorado. 

:~iliGkland; R,F., and Jennings, 1, W.: "Analysis of Geological Limitations to Underground Coal 
Oasification," lo Situ, Vol. 3, Number 3, September 1979 . 

. 'Hrickland, R.F. and Morse, R.A.: "Gas Injection for Up-structure Oil Drainage," Journal of 
r>etroleum Technology, October 1979, pp. !J23-1331. 

:!, :~~:, .1. W.~ Strickland, R.F., and Von Gonten, W.D.: "Underground Lignite Gasificntion at 
i ',lxns A&M:' Presented at 

;; y .11 posium on Energy and Mineral Recovery Research. April 12~ 14, 1977, Golden, 
(;u/orado; 
'[hird Annual Underground Coal Conversi'on Symposium, June 6-9, 1977, Fallen Leaf 
L'ike, California; 
',,:(;ond Annual Ill-Situ Energy Recovery Techn%gy, July I 1-12, 1977, Albuquerque, New 
rv(P,XtCo. 

;,~I.fiddllnd, R.F. "Short Courses for Industrial Representatives," 

'['l)pics: Oil and Gas Technology 
Basic Reservoir Engineering 
Advanced Reservoir Engineering 
Numerical Simulation 
Thcnnodynamits and Phase Behavior 
Oil and Gas Property Evaluation 
Presented /977 tllf()Ugh 1990 

,~ i::d. R.F. "Disputes about the Panhandle Field of Texas", 
S_ciety of Petroleum Engineers, Dallas Section, November 1986, December 1939. 
Dallas Geological Society, February 1990. 

,,!,I,.'n,i, R.F. ;'Oil & Gas Property Evaluation - A Seminar for Fiduciaries'," 
f\Ly 1988, May 1990. 

<, ),.0" Strickland, R.F., Lake, L.W" Ylln~ A.P., Malik, Prezbindowski, and Mairs. "Three 
Dimensional Conditional Simulation of Schneider (Buda) Field," paper SPE 23970 
II! ,,'senled at the Permian Basin Oil and Gas Recovery Conference, Midland, TX, March 1992. 
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Strickland, R.F., "Attributes of the Petroleum Engineer of the Future", presented at the Society of 
Petroleum Engineers Fall Meeting, September 1993. 

Strickland, R.F., "Outsourcing, The View of a Consulfant", presented at the Society of PetroleuJIl 
Engineers Annual tvfeeting, September, 1994. SPE Houston Sectioll, November, 1994. SPE 
DaJlas Section, December 1994. SPE Ft. Worth Section, Murch 1995. 

StrickJand, R.F., Shingler, T., "Comparison of US and UK. Transactions: Expected Market Value, paper 
SPE 28191 presellted at the SPE Oil & Gas Economics, rinance & Management Conference in 
London, UK, June 1994. 

Strickland, R.F., Purvis, Dwayne C., Alexander, R.A-, Quinn, M.A., "Coupling Probabilistic Methods and 
Finite. Difference Simulation: Three Case Histories" paper SPE 38777 presented at the SPE 
Annual Technical Conference and Exhibition, SanAntonio, TX, October 1997. 

Strickland, R.F., Plirvis~ Dwayne C., "Problems Reconciling Probabilb.iicand Detenninistic Reserve 
Classifications andEvaluations" paperSPE 68591 presented at the SPE Hydrocarbon Economics 
arid Evaluation Symposium, Daltas, lX, April200L 

Nickle, Brad, Strickland, R..F., Purvis, Dwayne C., '<Resolving the Nightmare ofPcrfonnance Reporting and 
Portfolio Management ~ A Web BasedApproacb~' paper SPE95164~PP presented at the SPE 
Hydrocarbon ECOh<lmics and Evaluatiqn Symposium; Dallas, TX, April 1005. 

UNIVERSITY ANP INDUSTRY SCHOOLS TAUGHT 

UI}iversity Cburses. 

Engineerillg Analysis: fnfroductkul fo engineerihg !illatysisaffording practice ill analyzing arid solving 
engineering problems including computational methods and devices; 

Petroleum Development Principles of oil field development inoluding drilling equipment, drilling 
fluids, casmg and cementing of welts aod fntmatioJ1 evaluatioJl, 

Reservoir Rock Properties: Systematic study of physical properties of petToleum reservoir rocks; 
lithology, porosity, fluid saturation, penn eab iii ty, reliltive and effective permeability and caplJlary 
characteristics. 

Petroleum Development Laboratory: Properties and the testing and treating of driJIing fluids and 
cements; well surveying practices. 

Fluid Properties Laboratory: Conventional nnd specinl core analysis. Analysis of drill cuttings. 
Determination of lithology, porosity, fluid saturation, capillary pressure characteristics, electrical properties, 
penneability and relative permeability. 

Reservoir Fluids: Thennodynrunic behavior of naturally occurring hydrocarbon mixhJres. Evaluation 
;UJd correlation of physical properties of petroleum reservoir fluids including laboratory nod empirical 
methods. 
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Petroleum Property Management: Factors which influence industrial organizations, securities and 
value of oil and gas properties. Preparation of valuation reports; ta.xalion; introduction (0 mineral faw. 
Regulation of pelToleum production. 

PelToleum Measurement and Transportation: Fluid static and dynamics. Theory and methods of gas 
and liquid measurement<; and transportation including mixed streams. 

Measuremonts Laboratory: Flow and metering of gas and-liquid in pipelines. Oil and gas well testing. 
field alltomation and optimiz;Jtion of sucker rod pumping installations. 

Petroleum Engim:ering Numerical Methods: Use of numerical methods for petroleum problems. 
Application of numerical differentiation, integration, interpolation; and curve fitting. lntroduction to 
Ilumerical simulation. 

Reservoir Engineering: Frontal advance processes. Influence of rock and fluid properties on reservoir 
perfonnance. Well perfonnance as related to various completion and stimulation techniques. 

Materials Balance Methods:. Materials balance methods. Identiticationoftype of reservoir mechanism. 
Estimation offluids in place nnd future production tinderpnmary recovel)', gas injection and water influx. 

Unsteady State Processes: Ttnnslent phenomena in fluid flow systems. Applications to fmite and 
infinite reservoirs. Pressure build up and draw down, skin factor, interference, reservoir limits, drill stem 
testing, pulse testing. 

Petroleum Recovery Methods: Secondary and tettiary oil recovery. Gas drive, water flooding, steam, 
hot water; in-situ combustion and miscible displacement Use of carbon dioxide, surfactants, emulsions and 
visCQus water for increasing oil recovery. 

Speciill Topics in numerical methods and reservoir simulation. 

["dum ScboQls 
Basiq Reservoir Engineering 
Advanced Reservoir Engineering 
Numerical Simulation 
Oil and Gas Property EvaluatIon 
Oil and Gas Technology 
Thennodynamics and Phase Behavior 

Church 
COMMUNITY 

Ordinations: Deacon, Elder, The Church in Cityview 

Recreational 

Golf. Machinist 

PTU REC _30504 

Exc, 000601 



) 

"'1 

) 

:!.1":'::!lr.MCDil ?n:d~et!:n C~mr:.:;rrJ 
:. .:;. E·:,\ ~ :-':::':! 
":'':;1.:,.,;,,: ~'.H.~~ :;5;?~7':~' 

:::.;' ~.::' :.;~: ;11.:*;"-:1"''1 

F~br\Jary 1 9 2008 

ThQmas E. trMn 
Commissioner 
Department of Natural ResoUrces 
550 'N, 71lt Avertue, Suite 1400 
Ancnoragej,!Elska 99501-3$50 

Dear Commissioner fr,vfn·: 

Crnig ..\, HSi'rn~s 
.!,;~~:.:", ?::·;~t;~: -:~ ... ~~:-::.;-!~ 
!··,:!'ti 1"'~+;r(.1::; 3, 

lE*onSV~obii 
ProdZlction 

DEPARTMENT OF 
NATURALR~SOURCES 

FEe 1,8 'ZOOB 

COMMISSIONER'S OFi=tCE 
ANCHORAGE 

E~:<of1 Mobil Corporation ?lsPolnt ,homson Unit Operator. and on behalf of the Point Thomson Unit 
working ir,tere$t owners; 3vf:m'ii/s. the attachsdFtan of Development (Plan) for jhe Pain! Thomson 
Unit (PTU) plll3uant to ~he P(jint Thomson Unit Agr$ementsfjd appiicabh~DNR tegl.!latlans. This. 
Plan includes a firm camnilmem 10 PO[ PTU on productIon by yeiiTf:-e}1d 2014 and a drilling prbgram 
to tt,llly tlelfneat~?nd>9'taluaie all FIT!) rSS~nioff$. 

A.s "vidence cf.our Sl./Stc;IFlt3d.. tbP1hifti):1em.loth& development arpo/nt· Thomson; the wOtk~ng 
Interest owne.'$ haveim'e$tedo'/erS8QO mIllion andara submitting apr"n lodelln.~te tneresources. 
al IhePTU a.ild devefoofhe Thomson.$alld ie$~rvoir,.at onaddl!fOrnll cbSt.ofapproximately $1 ,3 
bllnon.· A!$ a ftlrtl'1¢rq:$n ensfration olihls' comr:nirt.lEiJi1 Icj .de.vslop POInt ThomllOn.· !:XxonMobil ha$ 
secur.aoda ilg10rPTU tlrinlrig pperaffons commencing fhilie 200s..og winter season. 

VYe cd(illniJe to bel/ave g as ~;es fro", thaPTU resources will g:etterate (he maxfmum benE;ilt fQF the 
state-. However.we a(sa: recognize a gaspi;::elihe projecris stiliysars aWay. . EngIneering and 
gaos.clencewo~1t Cljrripleted over thepBst1 a fljol1ths.wfiieh fOcused 01'1 ~setVoitevali.!aUonar.d 
development plannIng, and deVf;!fopmerittlsks,tndlaate1nat initiating ,::roQucticmf;om PTU 1hr'9uQha 
pl:u'iseo devalopm!'!ntapPl:\1sch iss pctldentslej); ihe.datrelopmenf protect irn:lud~ dnl!lnga . 
mlnlrrtiJrriof RYe wells tcrd~/Ine~\S nr~i1l~ reservalrs .. Twoof th.~a ~ve/fS; along with the 
conslnleUoii 9fproducUon fat:iJlUes, pr~nrlE!&.anl;l Si;!pport Infra$tru@re •.. ?,i/I/ be \)Sed h)puf Ine 
Thomson Sand reSar'Vofr Qi\ productiOfl.Approxtmately200 milUon cubic feet per day o(poi.i1t 
Thomson gas wtrl be ptoth.!ced a0c110.000harrelspentay offit;.uld condensate that: Is s6paratt!ld 
rrorTl loa gas wilfbe delivered rOrsa'ltlhf<iug.~:newand ex7,sting oJI pip~lii1es. The.remaining gas will 
be iriJ~cled. bac" "ilo the Thomson Sand tesgn;oir to maintafrr preslfuta for continued hydroC9rhon 
recovery and fOt subsequenf gas sales., 

Pollowlng Ihe/niU;;1 phas; ofTtiomspo Sand developmenl subsequent neld devefopmentwlll be 
determined which could iPclude. expartdingtha injection capacirj, pursuing gas sales or som~ 
comblnatlon. Ths drillins program will help deten'nll'ls developmentoppcrtuililles within PTU. 
E'laluatlon of theTliomSQrl Sand oil rtin \VIIi also be undertaken during the POD periOd. If 
delineation drilling and \'.;011 1351 results are ccsiti'le. the production facilities could be desfgr.ed to 
handfe oil rIm production. This plall GOeS nol depend on L'le ~la!uS of a gas pipeline, actions by thfru­
p<':rlles, or any concessions by the SlatS', 

In addition. iiscessary ~r.gineering WOr.1 will be completed to allow £ndlvlcual PYU wcr:<ing Interest 
owners 10 partiCipa:9' in an dpen seascn ;0; a gas pipeline. \:ach cwner must ihdh'icual/y decfde­
whalher 10 partfdpa~s In a !;peciflc gas sales opportunity: ex:wnt .... lcbl,. as an fnd:vjdual owner. will 
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Ccmmissicr,er Tor.i I:-:;in 2 Feoruar; 19. 2008 

fLlf}' par.icij::atil in ar.c i718ke cCr.ililil:nenl3 for its Fcir;t Tl1cmson ~s In an cpsn season felr a ae" 
pff:ei!ne (~rccucsr c'Nned, Ihlrd-party oWhed cr scm~ other combination) in thai pipg;ins'5 open 
se<'!son on tilms anc cOl1dltions nQ less favorable to Ex:(onMobll ~ian those veon 'Nhich olher 
shtpping ccmmH",ent3 are mads. . 

The cbJec;ivos of the f'"es;:d de'feioPl116nl ar~ to: 1) initiate produclion to progress de"Elo;:)ment in 3 

timely manner. 2) deiinea,e PClill Thom~on reser/oirs. ~l mai12ga de'/Elopment risks, 2nd 4j 
facilitats future de';e!cpmenl. 

Te summari3::r, key aspects of the iniUaf de'/:Jopmant ail;!: 
Provides joes for AlaSKam! ar.d revenue to the State 
Begins production of PTU hydrocarbon liquids in 2014 assuming prompt S:2t5 appro'l21 and 
IIme!y rsceipl ill permits. 
Invests approximately 31.3 billion 
CommencEis drilling of wells inlhe :lOO8-Q9 winter seasO/i 
COjlslr!Jc~s production faci/Hiss, pipelines, and support infrasltuc!ure, much of which can b= 
ussd In s:;osaquent phases oflieJdcfgvelbpirili1hf 
PrOGl/ces 200 million cubic feet pet pay of gas and 10,000 balTelS per day or liquid 
condensate from the Thomson Sand 

o IIiJe<':ts:gas IMto tne Point Thomso/'t reservoir tq;nii;i"lalh pressure and incraases total 
hydrocarbon reco'i$y 

... Dellru:;etes.and .d~;qropS hydrocarbon res~rvoir'S In the PTU fOr liquid and gas saf<=s ulflitihg 
phasea developmenlraci/itle$ at PoInt Thomson 

o. CompletE\$ englneetlng 'NCirkfcirgas sa.lE!5toall6wsacli woit<lhg fnteiest owner 10 partIcipate 
Iii a gas pjiJeHne opensecSOl:1 . 

• Conllnu6S.datii sharing ptoCBsswlfl'l. thi:! Alaska Ql/and Ga"Conservalibn COl)1riilsslol1. 
iniU~leQ fn AU9:1:JSt 2007; and appf}e$ rorpoQI Ii.!/e$ fbrQ~sales 

o Prb'-1desexpanslon capabIUty tor acldtJortal gas Injection, oil prpductiOl1, gas ~ale$ or' some 
comblnaltM .. 

" ~/ifnlmiteserivironn1ental ImpactS 

The PTUwor',(in9rnteres~owhers belIeve thIs POD meets !lietetrrnl:ofthe Point Thomson Unit 
AgraeinEmt The worklng interest own~1'S ate prepi3ffid. to. proceed with th e actMtiescallea for In the' 
POD, AilriLiElUJ;ldalesw!ll bs pravldati tq allow:ONRl:Wi;lrSig:hl and ensure adherence 10 tM tehTis o[ 
the POD. We belieYe thfs PI,m optimizes belleijfs IQ IheStale and 10 llieworking il1t!!rest Eiwlief!;, 
anl.1thersfore S6\!!k Plan apptdWi( (i'ofntheDNFl . 

We \velcome ilie opportlinnylo review Iht~PIc!i1 ~vltti youcnd rook ron.-vard ,o\vor'"irig with you and 
yovtt62mto accQmplish.tha work set ;orth·ln 1hePOO~nc:r¢dmmencePolnl Thomson productfon; 

Sincerely. 

CAI-i:ddm 

Mr. I(;wlli 3a;;k3, .l\ding Director, Dlvlsiof{ or 011 & t=as 
PTU Wor.-<;ng Inte<=st Owners 
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POINT THOMSON UNIT 

Plan of Further Development and Operation 
For the period October 1, 2005 to December 31, 2014 

1. Introduction 

This Plan of Further Development and Operation (POD) describes Ihe timely delineation, 
development and operation, and proper conservation of the oil and gas resources of the 
Point Thomson Unit (PTU or Unit) area. The POD sets forth a plan to begin production of 
PTU hydrOcarbons through a phased approach to fully delineate and develop both liquids 
and gas withIn the Unit area. The costs of work activities during the term of this POD are 
estimated at $1.3 bllliM. 

The initial phase of production constitutes a major development project. The proJect 
involves drilling WEills beginning in the 2008-09 winter season and constructfrlg production 
facilities, pipelines, and support infrastructure. 

PTU hydrocarbons wHfbe produced and processed atPTU. liquid hydrocarbons will be 
delivereq for sale through new and existing oil pipelines and all remaining gas will be 
Injected back Into the Thomson Sand reservoir to maintain pressore f~r c.ontinued 
hydrocarbonrE!covel1' and for subsequent gas Sales, Productionstart:-up Is antitipatedby 
year-end 2014. 111e overall project; including the st;hedtlfs, Is dsscrlbed in detail in this 
POD. 

This POD provides a minimum offive wells to further delineate .snd devslop ths. Thomson 
Sand res'eNair andothflf hydrocarbon reservoirs in the.Pltt The dnllingpT()gram is, 
described irrSection 3. Specific plans are: il1c1ucfedfbr delineation, evatuatlon, and testing 
of th(:joit in the Thomson all rim and the Brookian. AU wells will be designed to be capable 
of being used as prodUcers or injectors ifvlable. 

This POD fncfudesdevelopmehf work forinitil:'lting gas sa/esfrom the PTU. This 
encompesses r65etVdCr and facilities engineering work and appUcatIon fbr pool rulesfium 
the Alaska Oif and GasCc.mSEirVation Commission (AOGCC). an ofwnfch are'neededfor 
indIvidual oWrier participation in a gas pipeline proJeot open season. 

The work Intnls POD Will accbmplishthe following key obJactlye~ fOf the Sfats'ahd PTU 
owners: . 

... Establishes prod~ction of hydrocarbons iii a timely manner, prIor to gl:l5 ~aJes, • 
providing benefits to the people of Alaska in the fdf'mof(qxes, royalties, and jobs; 

- Minimizes environmental impacts; 
- Provides for delineation, appraisal and development of reservoirs within the Unit 

area; 
- Allows individual PTU owners to take advantage of gas sales opportunities and 

participate in an open season for a gas pipeline; and 
- Extends Infrastructure on the Eastern North Slope thereby facilitating other potential 

developments ih the area. 

This POD also describes work performed since exp;raflon of the most recently approved 
plan of development Exxon Mobil Corporation (ExxonMobil), as Point Thomson Unit 

21'19/08 -3-
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Operator and on behalf of the PTU Working Interest Owners (Owners), requests approval 
of this POD for the period October 1, 2005, through December 31, 2014. 

2. Point Thomson Unit Development 

Resource Base 

The Thomson Sand, the primary reservoir in the PTU, is a large high pressure 9as­
condensate reservoir. The Pre-Mississippian section directly underlies and i$ In pressure 
communication with the Thomson Sand. Because of the proximity and pressure 
communication between these reservoirs, development of the Thomson Sand will alsa 
depleta the Pre-Mississippian section. 

The Thomson Sand contains an oil rim below the gas. The potential for production 
contribution from the oil rim. is uncertain. The delineation program includes drilling, testing 
and evaluation of the potential for oil rim production; Thomson Sand reservoir wells wiir be 
designed to penetrate and evaluate the Brook/ari in one or more potential accumulation 
areas (e.g., either Flaxman, Iceberg( or Calloway). If encountered, formation evaluatron 
(open-hole loggjn9~·sldewall cores, fluid samples. and testing as appropriate) will be 
conducted to evaluate the potential for productioll contributIon. 

As part of owner efforts to determine an appropriate development plan for PTU, an 
extensive reservoir f;!Va!uatlon and. developmentpfannirg assessment was ¢cmpleled in 
2007. . This worl( included a Thomson Sand reservoir description and uncertaInty analysis 
andprovided eoinprehen$ive and integrated geologic aod reservoir sImulation models to 
aI/ow for evaluatlonbfa wide rahg~ of developmenfoptioos. The analYSIS provided an 
improved understanding of the factotshaving thE:! greatest impaoton resourc;e sizs and 
reservoir pertbrmanceahd furtner confirmed thaturicertaihty exists due tovariatlons In 
predictions of reservoir SIZe, qualityj. and connectiVity; . 

Development Considerations. 

The optimal dev$lopll1enfplan for the PTU musftake intO: account tHe fol/owing 
development ·consldl:lration&, 

- Anticipated resource size/ quality, penormancesnd uncertainty associated With 
thesa parameters; 
TIminqand avalrEibilityof ages plpelina;. 
Minimizing impacts In an environmentally sensitiva location; 

.;.. Managementaf technology related to high pressUre gas production and injection 
and extended reach drilling in abnormally pressured formations; and 
Prudenl management of capital, especially due to high cost of development In a 
remote arctic location. 

A discussion of these development considerations and options to address them is induded 
in this POD to provide the necessary context for PTU development plans. 

A key consideration for any development plan is the uncertainty as to how the reservoir will 
perform under production. Certain deve/opm ent plans are more robust and batter able to 
accommodate this uncertainty. The Thomson Sand gas contains the dominant share of 
the hydrocarbon resource in the PTU, and selling gas is central to any development plan to 
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provide greater hydrocarbon recovery and generate maximum value to all parties and 
interests from the resource within the Unit area. 

In general, gas depletion for a major gas sale development is best at coping with downside 
reservoir scenarios because it is less sensitive to compartmentalization or reservoir 
heterogeneity while accessing the largest quantity of hydrocarbons. A gas sales 
development is the. best way to develop the PTU resources for the maximum benefit of the 
State and the owners. However, it requires a gas pipeline and gas market, and if Is 
recognized that a gas pipeline is at least a decade away. 

There are other development options, such as gas injection that have the advantage of a 
readily available market for the condensate prOdUction and are not dependent on extemal 
enablers such as a gas pipeline, but introduce other challenges. 

Any PTU development project must be implemented in a high cost environment" whioh is 
driven by the development location {remote, arclle, environmentally sensitive location) al1d 
the resource characteristics (deepi high pressure; low yield gaS: condensate reservoir with 
a large areal extent). Gas injection .has a number of challenges including the need for well 
comrnlinication over longdlsfances and the fact thal the majority ofthe liquids recovered in 
a gas injection project would be recovered in a gas sa/as development. 

Based on theuncerta/n tlmirtg~ viability and lengthy project execution period aSSOCiated 
with a gas pipeHllej altemativestoa gas sales development Were considered with fhe goal 
ofbringingthePTU hydrocarbon resources into productioni.n a timely mannar, prior to gas 
sa/esl u!lIlZingaprudsl1t cjave/opment plan. VVhen.considering a gas inJectfpn project,. two 
competing forces must be cqnsiqerect 

- Lert/e5eata develgpment provides ecoliomy-of scale and lowElrunil daVeHop1llent 
casts. buUs. exposed to greater impacts from uncertaInties surrounding the key 
d!Welopment parameters. . 

- Small scale development has reduced economy of scale c:ind higher poif 
development costs but Is less impacted by uncertaII1tJes5urrbundfngCthe major 
develbpmenf parameter$'. rta/so prOVides early confirmation of important 
development dats to be USed for full development of the PTU .oil andgasresouttes. 

Taking lrito account the~edflvelopment eonsfdGi'lations, a ph8$ed development plim V\i8.S 
cfetemHned to bEdhe most prudent, approach for PTU.tO:impJementthisapproach, an 
iniffalproduetion system ,'PS), which Incorporates gas injecUonlnto tI1eThoi'nsonSand, 
was selected. The ips developriiemt approach was selected because it will: 

- establish productioiland revenue prior togas Sales 
- test the key areas of uncertainty, which incIUl;fe: 

+ evaluatiOn of the reservoir characterisfics and performance to determine 
subsequent development option(s}j which could include gas injection expansion 
andlor gas sale$-

2/19/08 

+ technology quafiffcatlon and implementation to ensure development reliability 
and efficiency (te., to ensure minimal impacts to project cost, schedule and 
long-term operability), Key technology challenges include: 

high pressure gas operations ( .... 10.000 psi) 
high pressure gas separation 
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extended reach drilling into abnormally pressured formations 
high rate gas well production (Le .• well design and production) 

- allow efficient use of capital and reduce the risk of under-utilized facilities 
- establish infrastructure, including export pipeline. wells, gravel mine, gravel pads, 

communications facilities, airstrip, camp facilities, and a disposal well which are 
consistent with future development phases 

- minimize environmental impacts 
- provide maximum flexibility to incorporate learnings and util,ze the instal/ed 

infrastructure to develop additional oil and gas resources within the Unit area 

IPS development plans are more fully described in Section 4. Subsequent phases of field 
development wll/ depend upon delineation. IPS results and the status of a. gas pipeline 
project. Development scenarios inClude: 1) expansion of gas injection, 2) gas sales, or 3) 
a combination of expanded gas Injection and gas sales. Use of IPS facilities for potential 
delineation. long term production and development of the Brooklan after initial Thomson 
Sand development, will also be determined. 

3. Drilling 

This PODfu/(y delineatss all of the PTU reservoir horizons. A multi-year dtilnng program 
will be com niEinced .in tha 2008'{)s winter season to drIll a minim um of five welts. The 
Point Thomson DelineatiOn and. OEivelopmentSchedule 10 Section 5 depicts a Gontiouous 
drilling program, DrillIng wiJIdaliver production to .IPS and evaluate Thomson Sand gas 
antloU rim·poteotiai, Pre-MisSii;isippian, ~nd Brookian oil pofential. Dalineation objectives 
of the program arE! provided below. 

The drliling program irivolveawellsdriUed from the central, wesfern,and eClsternareasof 
the Held. New gravel pads will be constructed to accommodate delineation wells tolha 
western and eastern areas of the PTU and future drilffngforfullfield development The 
well program will be optimIzed durlhg detailedwel( plannIng based upon resultsTrom 
prevIous Wells to. achieve: the most efficient co'mbinationof dellneat/on targets; 

The drilllngwili begin f(om the Po/ntThornson No, 3IdCaUi:;nwiththe.cerltr~llnlector and 
producerweUs for Ihe IPS project. Operationsfmm the PTU .. 3 site minimize environmental 
impacts. by utlilZlrig an existing graver pad and provldagreater driUlrigflexibility.. The 
centrat gas fnjectian well WiH develop an area loca(ednorthwest of thePTU.3 site. The 
centrar producer wilT develop an area to the southeast of pru..a. These wells will be fully 
evalua(ed I1sing wire fine logs .. tote, and samples and pressures from (he reservoir, While 
the wells have been roeated fa achieve project obJect/ves, the overall IPS schedule. as 
detailed In Sect/on 5, will alfoW time (without impacting productfon start-up) to side-track a 
well should it encounter reservoir conditions that are not anticipated and that could 
adversely impact perfbnnance. 

A disposal we If will also be drilled from the Point Thomson NO.3 location to support 
drilling, delineation and production operafions. 

Drilling from the western pad will farget the Thomson Sand gas and oif legs and the 
Brookian .. VV/:1ere practicable, wells wiif penetrate the Pre-MississippIan. The area west of 
PTU-1 is an area of the field with uncertainty as to structure, facies and reservoir roci< 
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quality. The program allows drilling toward the western syncline ("graben") and other 
western targets, including potential horizontal trajectory well bores in the oil column. 

Drilling from the eastem pad will also target penetrating the Thomson Sand reservoir, 
including the eastern extent of the oil rim and the Brookian. Similar to the western area 
delineation drilling, the eastern pad drilling wilt evaluate structure, contacts and facies, with 
potential for a horizontal well into the 011 rim. 

Viable wells will be tied back to the IPS facilities. 

The welfs drHted under thfs· POD will gather important information on stratigraphy, reservoir 
rock properties, structure, PVT data. fluid contacts and productivity. In particular, 
additional data acquired during the drilling program will be integrated with existing data to 
determine viability ofoil production and potential integration with IPS facillties~ The drilling 
program will provide opportuniUes for coUection of critical dynamic reservoir information 
through testing or longer term production. 

Delineation drilling prbvidesdefinitlon·Cordeveloprnent optimization with the following 
objectives: 

~ Evaluate areas ofTIlomson Sand reservoir uncertainties (fades and struclure) and 
confirm areas of high gas resource density 

- Gain additional il1(or01atioll on the.Pre·MisSfsslppian 

~ Obtain fluid ptopertres from various locations and reservoirs 

- fmpfoveunderslandihgOf the 0/1 charaderisticsand long-term productivIty onhe 
Thomscin Sand ail tim 

- ElJaluafe Broo~l~ productivity qnd characteristics 

Thedrilflhg program contlnuss withe third welt designed to evaluafe 0/1 production from 
th~ oil rimih addition tcrevaluatingothet PTU reservoir uncertainties. The presence of an 
oil rlm;n Ihe Thomson Sand reservoir nas been known for some time; Assessment otoll 
rimpoteritr~t ihvolvesfluitl sempllng, cOrfngl pressure monitoring and 8naiysIsfolloweq by 
extended on-sIte wen test~ Where merited, 

The remainIng drllJlngobJectlvesand rotations· will bedetennined in detaifeddeslgn based 
on previous.dtlilfng results. 
The6robldanresefl'.(olrs havasubsfailtial risks an~ ljn~rtalhties a$$oc(ated withth~ir 
qevelopment asdemonsfrated previously all the NbrthSlope at Badaml Results to date' 
af PTU have beenconslsisnt With tha poor reservoir quality seen at Badami, Past studies 
have found thasa developments to not be commercially viable on a stand-alohe basis. 

In wells planned for thomson Sand development, LWD (jogging while drilling) data will be 
collected In Brookian penetratlons to evaluate one or more of the prospects known as 
Iceberg, Calloway or Fraxman. These results will be evaluated to determine tha value of 
additional information such as Sidewall. cores; wire fine logs and fluid samples. 

Commercial development of the Thomson Sand is viewed as the best path to potenfial 
development of the Brook/an bV providing a shared infrastructure that would reduce 
appraisal and development GOSt5. To facilifate Brookian delineation and development, the 
suitability of IPS surface facilities for a long term Brookian production test after initial 
Thomson Sand development wiIJ be determined. 
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4. Development Work Scope 

Initial Phase Production and Gas Injection Development 

This POD is a firm commitment to drill wells and begin commercial production from the 
Thomson Sand utilizing an IPS. Production start-up is anticipated by year-end 2014, 
provided POD approval is received and required penn its are obtained in a timely manner. 
During the POD period, owners will drill delineation/development wells, complete 
Conceptual Engineering, Front ~d Engineering and Design {FEED} and execution 
planning, obtain permits and authoritations and construct facilities for the IPS project. The 
IPS development schedule reflects an estimate of the time required to secure the 
necessary permits through muitiple agencies. 

Init/af Production System tIPS) Deve/ooment 

IPS devslopmen! wiIJ achieve production of PTU hydrocarbons and assist with full 
development of both /iqlJids and gas throljgh ~phased approach; The IPS development is 
notdependent on an off~lea$9road. Thomson Sand development wells, a central 
production facility (CPF), and infrastructura to support operations will be located at the 
eXisting PllJ #3exploratb,y well gravel pad. The small footprint required and utilization of 
an existing gravel pad will-minimize: neW gravel reqUirements and environmental impacfs. 

OrlUin!l for the IPS prbjeclwill begin inthe20()8/2009 winter ~eason with the central 
InJector and proQucarwefls from the Point Thomson No.3. The centrEil gas injectron well 
wil/developao eteatocated nolihwestofthe prO-Jsile; The central producerWiII 
develop an area to thesauthe-ast bfPTU-"3. 

Additiohalry, adlspo$~dweU wlfi be dnlfedat the PTU-3 sIte to support drilling and 
p(1ldUctlon operations. 

The IPS Wilfbede§ignecUo produceata gas offtake rateof20(} million cubic feet per oat 
Tftts will yield COndensate rate~ of apout to.Oaoberrelsper day. Gas production rates at 
this level mayqe Clchieved from a srngle production welt in thshlgh pressure ThOrTlSOn 
Sand reservoir. The processed gaswlll be compressed and re-Injectedinto the Thomson 
Sand reswvoirlhrough a QaslhjectiohWelJ,Liquid hydrocarbons will be set,Jareteci:and 
stabilized altha CPP, thell s~ipp$dthrough a rieWp;peHna from fhe PTUto a Badami 
pipaUi1e tle-4hfor delivery to-the TransAlaskaPlpeline System crAPS}. 

The CPF Will consl$t OnWQ trains capabre of processing 100 million cubic feet per day arid 
5,000 barrels per day each. Each train will be equrpped with reciprocating compressors 
capable of re-injectinggas aBhe requireq injection pressures (~1 0,000 pSi). The Ifquids 
plpelihe· will be sjzeqto handle full fiefd development. Disposal. of waste liquids will be 
handled using an on-site disposal well. Qther infrastructure such as camps; utilities, 
warehouse, jn~field road and airstrip will be inclUded. No permanent off-lease roads are; 
necessary during the tenn of this POD.. These- facilfties will be designed to accommodate 
future development options. Attachment A shows a preliminary IPS development plot plan 
and description. Attachment 8 shows a preliminary IPS process flow diagram. 

The- IPS performance will provide information to address reservoir and technical 
uncertainties and help manage those rlsks. Expected production and pressure response 
associated with the IPS have been evaluated in recent fechnical studies. Data obtained 
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during the' drilling program will be used to test model predictions. Production response 
from the IPS will further narrow the range of resource uncertainty. low-side scenarios will 
be Identified relatively quickly. likely within the first year of production. High-side scenarios 
will take a longer production period to establish or differentfate. 

Development Support 

Technical and environmental activities will be conducted, including updating and/or 
supplementing previous environmental baseline studies, preparing and submitting 
applications, and working with regulatory agencies to secure necessary drill well and 
facilities penn its and lTlinlmize environmental Impacts. To minimize environmental impact, 
opportunities for use of adjacent Ihfrastructure for logistical support will be evaluated. 

Expansion of GaS/nleelidn Development 

The IPS project will baqesigoad (Opfavide flexibility for expansion. In addition to facility 
and drilling cdnsideral/olls, thareservoirdeve/bpment and monitorIng plan will inc/t,lde 
acquisition of information to tedttc$ resource uncertainty for analysis of expansIon opti()ns. 
AdditIonaidetails are provided in Section 8. 

Combined GaS Sales [Expanded GaS IhjectionDevefopffient 

Owners wiJlhav~the ability to expand gaslnjeafionin the context of other devefopment 
Work\ which wou/(j include development pfansworked in parallel With thE! status of a gas 
pfpellne-.ThisWork .wmb~ addressed IN more def;:j/J in subsequeht plans of development. 

POQprogr~ reporfs.wii! beprovide~ tolhe.bNR by OClober 1 of each year, Technlc,,!l 
review sessfons. wiUbeconducfed at logicafcompletion points. 
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5. Point Thomson Delineation and Development Schedule 

The current schedule for the delineation drilling and IPS development project is provided 
below (note that certain field activities may be dependent upon Alaska seasonal 
constraints). 

Year 

State POD Approvil 

~ 
Drill In!) P~nnlls 

Secure Rig 

IPS Development Drilling 

Dellno;aUon Well Pud. Construction 

Delineation Program Onllino 

Procura Materlil. 

CONsrnUCIfON 
Conceptual Enoineenng 

Pra-FEEO I FEED 

IPS Surace Facilities PermIt. 

Engineering I Permitllng Support 

Procurement 

Module Fobrlc:rtion 

Module IllII1sport 

ANS CIvil Work 

PipeUne Con.Wellon 

Module InsWlallon I Comml.slonlng 

SIDrt-Up I First ProductJon 

2008 2009 2010 

\ ............ .1 Ii -

IPS project work will encompass the following activities: 

Perform Conceptual Engineering for the IPS project 

20 1 2012 013 2014 

Perform FEED and execution planning to define the IPS project in sufficient detail to 
submit permit applications and update costs 

Initiate drilling In the 2008-09 winter season, upon receipt of permits 

- Review and update environmental baseline studies, prepare permit applications, 
and support the permitting process to obtain the approvals 

Initiate construction, upon receipt of permits 

6. Subsequent Delineation and Development 

Subsequent phases of field delineation and development will be determined based upon 
reservoir and facilities performance with the IPS. the status of a gas pipeline project, 
expected hydrocarbon recovery, and commercial viability. Development scenarios include 
1) expansion of gas injection, 2) gas sales or 3) a combination of expanded gas injection 
and gas sales. Use of IPS facilities for delineation, long term production and development 
of other reservoirs after inilial Thomson Sand development will also be determined. Figure 
4.1 is a diagram that depicts conceptual development plan scenarios for the options 
described above. Attachment A also provides a conceptual expansion plan for the CPF. 
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Figure 4.1 Conceptual Development Diagram 
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• Initfal Phase: Inlt/al Production System or IPS (Solid Lines) 

• Subsequent Phases (Dashed Unes) Could Include: 
- Gas InJecHon Project (G/P) Expansion 
- Major Gas Sales (MGS) 
- Comb/neUon of 80th 

7. Point Thomson Gas Sales Development 
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[II In;II&1 Production Sys'em (IPS) 

11 Ma,orGa5 Sales,MGSJ . FuIUlt! 

• Oao Injecl,on Project (GIP) • Fulure 

o Well Pads 

A significant step for a PTU gas sales development is to secure firm shipping capacity 
through a gas pipeline. To accomplish this, individual owners will need to make long-term 
commitments in an open season nomination process. This requires that the owners have 
confidence in the ability to produce the necessary volumes of gas from PTU and a good 
understanding of the cost of the facilities and wells required to implement a gas depletion 
development plan. 

Owners will complete the work necessary to allow each individual owner to participate, 
subject to the terms and conditions each individual owner deems appropriate, in an open 
season for a gas pipeline after approval of pool rules by the AOGCC. PTU gas sales will 
require major facilities and pipeline additions I expansions and the drilling of additional 
wells. Gas sales Conceptual Engineering will be undertaken in parallel with engineering 
work for the IPS to ensure the IPS and potential gas sales development designs are 
integrated and compatible. Front End Engineering and Design (FEED) will be initiated 
during the POD period to ensure PTU gas sales development work can be accomplished 
in parallel with a gas pipeline. The fol/owing specific work tasks will be initiated and 
conducted during the POD period: 
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- Using geological modeling and reservoir simulation work completed in 2007, 
conduct Conceptual Engineering to develop the detail and quality of the facility 
design and cost estimate, including early project development basis, early project 
execution plan, safety system design philosophy, logistics plan, regulatory 
pennilting plans and cost estimate. 

- In conjunction with Conceptual Engineering, update drilling and completion plans 
and costs for gas sales development wells. This will indude determining optimum 
drillsite locations and completion concepts, and selecting individual well locations 
and displacements, and estimating drilling and completion times and costs. This 
information will be important in detennining total gas sales development costs and 
timing. 

- Continue planning for thepermilting process 

- FEEb for gas sales will be initiated dlJring this POD period: to ensure this work can 
be completed in advance of a gas pipeline project 

As diSCussed in Section 9, owners have: commenced the process for and wilf seek 
approval of pool rull3s from the AOGCC for thEi offtake rate and gas depletion development 
plan to allow Individual owners to partlcfpate, subject to the terms and conditions each 
individual owner deems appropriate, ina gas pipeline open season. 

8. EXpanded Oevefqpment 

Gas Development. 

The IPS cleslgl1WtU alldwf6r expansion of gas injection development. Screening studies of 
expansiollofgas bijection development Will be c:onductedafier the IPS has commenced 
production and. key performanc~ Informatlon has been gathered. This work wilt be used to 
assess the potential for additional development throlJghexpahsioo at varying Injection 
capaCities. Thrs Work wiU be addressed In more detail in subsequent plans of 
development.. 

Oil Rim Development 

the Thomson Sand reservoir cOhtains an: oil corumn (01' rim} that underlies the gas end will 
befurlherapprafsed. TSGhnicClJ wqrkthat has been conducted to date indicates there are 
Urnited. reservoir targets where high quality reservoir rock intersects the oi~ rim. To help 
address technical iJocertainty regardlngdriJiing·Cost, sand thickness. and producibility of 
tha oil, delineation wens wiU be drilfed to evaluate the Thomson oil rim) as diSCUSSed in 
Section 3. 
Data collected during the drilling or each oil rim delineation well will be evaluated to 
determine the valusaf collecting additidnalinfonnatlon such as core; wlre/lne logs, fluid 
samples and productivity; Depending upon the results frdm static data anef other 
information gathered in drilling the wells, the next step would be to install temporary test 
equipment ohsite and conduct a production test to improve. undsrstanding of the viability of 
developfng and produCing the oil rfm.' 

During Conceptual Engineering and FEED for the IPS projec~ facilities will be designed to 
accommodate production from viable Thomson Sand oil rim wells. If oil rim testing results 
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are encouraging, production from viable wells wifl be processed at the IPS facilities. The 
pipelinej described in Section4r for full scale liquid development of the PTU can 
accommodate production from the oil rfrn. 

9; PTU Pool Rules 

A key regulatory requirement for any PTU development is obtaining approval for pool rules 
from the AOGCC. As part of the process to obtain approval of pool rules, confIdential PTU 
technical data has been shared with the AOGCC via a data room; beginning in August 
2007. Following completion of the data room precess, Which is anticipated to be by year­
end 2008, a request for approval of poa; rules for the IPS development will be submitted to 
the AOGCC. 

The data room a/so provides the AOGCCln(orrnation that ;s relevant for gas sales. To 
ensure awnersaraabra to indiVidUallY partidpat~inan open season process for a gas 
pipeline, approVaJaf necessary pool rules tbauthoriz9 the desired gas offtake rata for the 
gas depletion development plan Will be: requested. This submittal will be . .timed so the 
conserVation order coufd be issued prior to the open season. 

10. WorkPerrormed.Srflge October 1. 2005 

A summary ofihe: work performed since Ootciber1, 2005, is described in Atti:lChment C. 
This work will be reviewed with the ONR as soon as practicable. 
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Attachment A 
rnitial Production System (IPS) Development 

Fulurc 

Dock 

r'::":'::::::"::":' I, 
Fulu," C.mp IWorchou.. I, I, 

~=."...",,......I, I, 
~ ..... ~"=' I, 

I, 

Liquid. Plpollno 10 Badoml 

G~. s.les Plpcllno 10 Prucfh •• eoy +-----------------------
ToA"'S~1p 

IPS Design Basis 

• Single pad wilh 3 initial delineation/development wells (producer, injector and 
disposal) 

I, I, 

• Initial Production system for separation, compression and condensate stabilization 

- 2 train x 3 stage flash separation 

- 2 train x 2 stage gas injection compression (3, 000 psi to 10,500 psi) 

• Power, water, sewage, diesel and methanol lanks, lelecom 

• liquid hydrocarbon export: an to 12/1 pipeline 10 Badami pipeline tie-In point 

• Construction camp, operations camp and warehousing; airstrip 

Summary 

• Initial Gas Rate: 200 million cubic feet per day 

• Initial Condensate liquids Rate: 10,000 barrels per day 

• Initial oil rim liquids rate for processing at IPS facilities to be determined in 
conceptual engineering 
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Attachment 8 
IPS Process Flow Diagram 
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Attachment C 
Summary of Work Periormed To Date 

A summary of the work performed since October 1,2005, Is described below. 

C.1 Consistent with owner efforts to determine an appropriate development plan for PTU 
and to prepare for a gas pipeline open season, an extensive Thomson Sand reservoir 
description and uncertainty analysis was perfonned from 2004 to 2008. The 
uncertainty analysis was designed to advance the technical definition of the Thomson 
Sand reservoir and ensure proper characterization of the uncertainty range. Base 
case, low side and high side geologic scenarios were constructed to incorporate 
distinct variations In key parameters. The modeling of these parameters allowed for 
analysis of their potential. impact over the entirePTU area, 

A rigorous investigation of the prS"MisslssippiC\n secllon was undertaken and 
incorporated into the geologic modeling. Particular effort was directed to 
understanding the implIcations of the Pra,.Miss(ssippl':in section as a potential gas 
reseIVoir and aquifer~ Seil"mic definition of thl;l Pre,..Mls$isslpplan section was 
augmented by examining Pornt Thomson well core and analog based modeling of 
potentiatfrac1uring; rh~ impactof Pte-Mississippian section, fracturing on . 
permeabillty andpatosit)1 is modeled assensitivjfles within reservoir simulatioh cases. 
Availeblewell logs and test data ((om the. Thomson and P;-e·M1ss~$lppian were 
reViewed. The owners hav~c;oncluded that thB·tWo appear to be In pressure 
communication. F't.\rtlleililoret initl.al completions iii the Thom::;onSand c.:o.uld be: 
expected to presslQ'El deplete the. Pre~Mlsslssrpplan andwould need to be posJtionec.f 
to avoid the risks of aquifEiu'Jnf/ux Of fraotured reservoir behaviOr. 

AnifereHiliepreliminary reservoirmddaJconstructlon and slmuJatfon effort was 
completed tnsupport of the cJVeralJuncertainty arjalysfg. This work was used to 
eValUate changes In the geologlcni6delsC\ncl identifymaj6rfactorsimpadlng 
dynamic performance and recDvery~ A rigorous analysis ofthesS' major factors was 
iJnptementeq clOd formec! tlie beefs for input to the geologic modela After the 
geologlo models wereGansfructedstTd revIewed, theywerellsed infultfjelq 
compositional res'srVoitsiniUlatJqlls, These slmufaUdns furm the coreo;a staUstical 
anafysis that stl!dieqkey subsLJrfacefaetoi's ImpaQting a ptlJ devefOPlTl8nt, 

The factors haVIng the greatest impact onresoutca size and pertbnnanca were 
facies, porosity dlstribLJUbr1, and sth.lcturatuncertalnty related 10 veloc;lty .. depth 
conversion. The facies dlstri~utlon was varIed to represent a reasohab(e range of 
possible deposit/onal enVironments for the Thomson Sand, ranging from laterally 
amalgamated fan deltas to more discrete fan delta lobes with Intervening lower 
qua/ily siltstone faCies; Correspondingly, the porosity ranges were varied to be 
consistent with the facies distnbutions. Three faofes types are present In the 
Thomson Sand; conglomerates; sandstones and siltstones. Conglomerates exhibit 
high as well as low porosity due to the deleterious effects of cementation, sandstones 
exhibit the best porosity, and the siltstones generalfy exhibit the lowest porosity; The 
facies and porosity Impacted both the resource size arid recovery~ The Impact of 
structural uncertainty was analyzed and varIed as a functiQn of distance from well 
control by flexing the structure up and down. Structure primarily impacts the resource 
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size. Although these three factors had the most significant impact, other factors that 
could impact the /asource and recovery were Investigated as part of the uncertainty 
analysis such as reservoir thickness and water saturation, as well as Pre­
Mississippian vourne, connElctivity, and faulting. 

The results of the uncertainty analysis served as a guide in the selection of Input 
parameters for th& construction of representative low. high and base case models. 
Based on the geologic models completed in 2007, the In-place resource range for the 
Thomson Sand irithe Point Thomson field was updated. The resultant simulation 
models formed the basis for the PTU development planning- studies conducted in 
2007. 

C.2 Development plal1lling studies were completed to evaluate altemate development 
options. This included developing screening cost estimates forfaciHties and drilling. 
The alternate devel()pment options included gas injection and gas storage options. 
This work resulted£n the selection of the IPS described In this POD as the 
appropriate way to bing the PTU into commercial production, 

C.3 Facilities and pipe~n(;l-work W13sfocusedol1 preparlngexecutJon plans for Conceptual 
Engineering fot both hydrocarbon Ilquids production lira the IPS and gas sales; The 
exec:::utlonp/an ind:.rdes a defailedscope of work listing each ofthadeJiverables fa be 
prepared, the degree of completion (Ihitiaf, updat~ final) and responsible party 
(owner; Enginear'irg Contraotor). The plan also Incll,Ides determinat1pn of 
orgahi~atlonand5tenfing.level reqUirements: This wil/>allow fpr a rapid initlatlonand 
ramp-upofConcept1.(al Engineering upon completion of the reservoir srmutaH6nwork~ 

CA Slgnlflcanf coiTip/etion relClted technicatstudles WElre conducted inoluding. a tabbratory 
sttJdyto measurend 8/Jalyze rock compressibility dafafroth Po/nt Thomsqncore 
sart1pfes, a $urfaqe s~sidenoestudYI a weUop!i!rabiJity limit (WOL) study and a 
completion desrgn,study; The results ofthese studfes Will betised during the 
Gbi1captiJ~1 Engineering phase to study, reffne and optimize the. compietion toocE1pt 
seleded. 

C.S ?revlOUspernilftingsttPPQrfdacuments were feviewed in preparation for permrttfhg 
acUv[tjet). A significant amount of work for the previous gaslnjectiond.eveli)pment 
ha&been idehtiffedas~appllbabre forothef devetopmenfoptlons~ 

C.6 The process of applying for pool rulesftom the AOGCC was initiated. TheAOGCC 
and the owners agre eel to a protocol for the sharing of cbnfldemtiaf data with the 
agency and the protocol was adopted by tha AOGCC at a public meeting ciflApri/26, 
2006; 

A comprehensive prU revle'ilwas held for the AOGCC and their consurt~nts in May 
2006. The reView h eluded discussion of the previous gas injection developtnent 
efforts and introduced the owners' work to assemble a proprietary worldwide 
database of potential Point Thomson analogue reservoirs. The results of the 
analogue stUdy andworldwide database were ptesented to the AOGCC in December 
2006~ The data rO<lll1 process wasinitiafed in August 2007 with the first in a series of 
steps to share confidential subsurface description and development pfans for the 
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Thomson Sand reservoir. Steps 1 and 2. comprising Reservoir Oala & Interpretation 
and Structure & Seismic Interpretation, have been completed'. Step 3 on Fluid Data & 
Analysis is ongoing. 

C.7 In preparation for commencing drilling in the 2008/2009 winter season; detailed well 
construction work has been performed to establish the functional and technical 
specifications for hardware (i.e., casing. tubing, wellhead, trees and subsurface 
drilling and completion equipmenl); drill rig requirements; fluid design (i.e; mud and 
cement). and well operability limits. A drill rig has been secured and purchase orders 
for long-lead materials placed to commence development drilling for the IPS. 
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The four largest Working Interest Owners ("WI Os"), Exxon Mobil Corporation, 

BP Exploration (Alaska) Inc., Chevron U.S.A. Inc., and ConocoPhillips Alaska, Inc. 

submit this brief with respect to issues that arose at the hearing before the Department of 

Natural Resources ("DNR") from Marcb 3 to 7, 2008. The WIOs submitted 

comprehensive briefing before the hearing, and they incorporate, but do not reargue, the 

points in Ole WIOs' pre-hearing briefmg and correspondence.} We tharlk Commissioner 

Irwin and the Hearing Officer for agreeing to hold the hearing and for their courtesies 

during it 

The hearing was on remand from Judge Gleason's decision that Commissioner 

Menge's decision to terminate the Point Thomson Unit ("PTU" or "Unit") was invalid 

because it dId not afford due process' to the WIOs. Judge Gleason's Decision 011 Appeal 

(Dec. 26, 2007) (,'Decision") 39-42. The issue at the hearing was what "remedy' was 

appropriate for DNR' s decision to reject the 220d Plan of Development submitted by the 

WIOs. Forreasons stated ill the WI Os ; Brief prevI()usly filed~, and for reasons elaborated 

hereafter, the WIOs do not believe that. there was a breach of contract, let alone. a material 

breach of contract that could be grounds for termination ofilia: Unit On the contratyJ the 

Court held expressly that DNR's rejection of a Plan of Development ("POD") was l10t a 

.t The prehearing briefing and correspondence includes: the February 8, 2008, letters 
regarding procedures on remand from Douglas J. Serdahely on behalf of all Appellants; 
the February 21,2008, letter from Douglas 1. Serdahely on behalf of all Appel1ants; and 
the Brief of Exxon Mobil Corporation, BP Exploration (Alaska) Inc., Chevron U.S.A. 
Inc. and ConocoPhillips Alaska, Inc. on Remand by Superior Court Order Dated 
December 26,2007, filed on February 19,2008 ("WIOs' Brief"). 
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"default." Decision 34-35. The Court also required the COl1lIIllssioner to consider the 

import of Section 21 of the Point Thomson Unit Agreement ("PTUA") in determining 

what remedy is appropriate. Decision 42. 

The WIOs believe that the appropriate "remedy" for the Commissioner's previous 

rejection of the 22nd POD is the submission and approval of a Plan of Development that 

meets the Commissioner's objectives and removes the objections that the Commissioner 

raised to the 22tid POD. In this case, given that the Commissioner did not specifY what 

his objectives and objections were, the MOs fashioned a POD that attempted to meet the 

objectives of the Commissioner as the WIOs understood them ~- that is; a POD which 

provides for the delineation of all the Unit reservofrs and for prompt production of 

hyd,rocatbons from the Unit. The WIOs thus: have presented the 23rd pOD, which ali the 

Mas, as iNeH as· the Minority Interest Owners, fully suppoitFor the reaso~ set oul 

hereafter, the WIOs beJieve that the facts and the law require that the 23m POD should be 

approved, that termination would be improper. that there is no basis for additionalnort.-

contractual sancnonsorpenalties iinposedunilatenilly as a C(mditiQIlof approval, and 

that such.s~cUons orpenalties would. be beyond the CoIIlIIli&sionerr s legal allthori,ty. 

I. THE.APPROPRlATE REMEDY IS TO APPROVE THE 23rd PLAN OF 
DEvELOPlVIENT. 

A. Introduction. 

The unrehutted evidence presented at the hearing on remand demonstrates that 

approval of the 23td POD serves the best interests of all parties, including the State. 

Thus, the Commissioner should adopt this as the best remedy, even if the Commissioner 

POST-HEARING BRIEF OF EXXON MOBIL CORPORATION; BP EXPLORATION (ALASKA) INC., 
CHEVRON U.S.A. INC., AND CONOCOPHILLIPS ALASKA, INC. 
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believes termination of the PTU is a legal option. The 2yd POD provides for delineation 

of all the Unit reservoirs and for prompt production of condensate through a gas injection 

project. Testimony, and the affidavits submitted after the hearing, made clear that all the 

WIOs fully support t11e 23rd POD and have committed to fully funding the necessary 

investment, estimated at approximately $1.3 billion, to delineate all PTU reservoirs and 

to bring the PTU into production. Furthermore, the POD contemplates facilities iliat are 

FPandable, so as to allow fOT full development of all PTU resources that are 

demonstrated, to be capable of commercial production. Testimony affumatively 

established that the 23 cd POD meets the obligations of a reasonably prudent operator. No 

testimony suggested that the 23rd POD is improper, inadequate; unworkable, or 

imprudent, given the, known risks and uncertainties. 

Section to ofthe:PWA, as interpreted by Judge GleaSon:, gives the Comnllssioner· 

the power to reject a POD if it is not as "complete and adequate as the Director may 

detetrhine to be necessary for timely development and proper conservation of the oil and 

gas resources of the unitized area." Decision 21-22,2 While this laiIguage on its face 

confers broad discretion, Alaska cases make;, clear that the Commissioner's. ability to 

reject a POb as not "as complete and adequate as the Director may determine to be 

necessary" is constrained by an objective standard.3 Section 10 does not permit the 

2' For purposes of these remand proceedings, Judge Greason's decision establishes 
the law of the case. The WIOs reserve the right to challenge any aspect of that decision, 
if this matter is eventualIy appealed to a higher court. 

3 See Kennedy Assod., Inc. v. Fischer, 667 P.2d 174, 182 (Alaska 1983) (''In 
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Commissioner to rej'ect a proposed POD based on whim or caprice. If the Commissioner 

rejects the 23rd POD. it must be on the basis of an objectively reasonable finding that the 

POD does not adequately provide for timely development of the Unit area; or because the 

POD does not satisfy legitimate conservation objectives. The record does not support 

either finding. 

B. The 23rd POD Meets All the Criteria Qfthe PTUA and Any Applicable 
Regulations'. 

Under the 23m pon, the WIOs will substantiallyinctease the rate of prospecting 

and development iIi the PTU. The WIOs will 0011 a minimum of five wells, which will 

delineate all PTUreselYorrs, and provide wells for production of unitized substances. The 

WIOs. will plan and constrUctproduetionfacilities, and beginproductioll; conunencing an 

income stream for the State. No prior POD for the PTU contained a finn and 

uhc()Iiditionalcominitnlent to production. 

Thre~ sections of the PTUA arguably have a bearing on whether the proposed 

POD should be accepted by DNR. the 23rd POD easily IiIeets the criteria of these 

$ecti()ng~ 

adopting the pteferen'ce fot an objective test of satisfaction we expressly follow the 
REsTATEMENT (SECOND) OF CONTRACTS § 22& (1981); which provides: 'Wben it is a 
condition of an obligor's duty that he. be satisfied with respect to the obligee's 
performance or with respect to something else, and it is practicable to detennine whether 
a reasonable perSon in the position of the obligor would be satisfied, an interpretation is 
preferred Under which the condition occurS if such a reasonable person in the position of 
the obligor would be satisfied."'), 
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PTUA Section 10 requires that any POD submitted pursuant to Section 10 must 

"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 fonnation." It must specify the "number 

and location of any wells to be drilled and the proposed order and time for such drilling," 

and it must; "to the extent practicable, specify the operating practices regarded as 

necessary and advisable for the proper conservation of natural resources." It must 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." 

The plan must meetthe standards of a reasonably prudent operator ("RPO"). 

The:23rd POD Irieets these requirements: 

• The POD specifies the number and approximate location oft:1le wells 

to be drilled, andtbeptoposed order and time for such drilling. 

o the POD specifies, to the extent practicable, the operating practices 

to.be used to C<)llserve natural resour~es. The fotms onprodl1cingliquids (condensate and 

oil)t before producmg gas, meets the objections previously voiced by the Alaska Oil &. 

Gas Consel'Vati{)D Com.tnissioner ('~AOGCC)I) when the WIOs contemplated a plan that 

emphasized gas blowdow~ without any cycling, William Bredar and Dennis O'Brien 

testified specifically about how the current POD, with its: focus on Uquid production, 

conserves resources; Remarks by AOGCe Commissioner Foerster, read into the record, 

indicate ber apparent concurrence that the 23 f t! pon meets conservation objectives. 
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• The POD provides for diligent drilling into all of the known 

reservoirs, to further delineate these reservoirs. 

• The POD explains the route to production of every reservoir that is 

detennined to contain quantities of hydrocarbons that will support commercial 

production. 

• Th.e POD meets the RPO standard. A reasonably prudent operator 

acts in good faith, with the expertise and competence of companies experienced in the 

industry, and with due regard for the interests of all parties~ including the lessor and 

lessees~ The WIO~ put forth. this plan in good faith, with a sincere commitment to 

attemptto resolve the litigation that has blocked development of the Pro and to provide 

a constructive ailcl' expedient way to move forward to fitst prodtictioh of unitized 

substanctlS. The WIO~ have SUbstantial experienceihthe industry and, after extensive 

work with employees: and outside cOllsultants) they have, developed arobust plan that is 

feasible~ realistic, and bill anced, considering the uniquecballenges posed by this complex 

and remot,e fleltt Thep{an strikes a prudent balance Qetween. a desire to move quickly to 

produ~tion and the need to move carefully. based, On adequate: dataandplannfug, in,order 

to achieve a successful project arid to avoid the added expense and likelihood of failure 

that follow almost inevitably when thoughtful planning and data collection are given 

short shrift. The plan protects the interest of the State as well as the lessees because it 

commits to permanent improvements in the Unit, including a rilinimuin of five 

production wells, a full-scaTe liqWd ~xport pipeline to Badami, and expandable facilities 

POST-HEARING BRIEF OF EXXON MOBIL CORPORATION, BP EXPLORATION (ALASKA) INC., 
CHEVRON U.S.A. INC., AND CONOCOPHILLIPS ALASKA, INC. 
In rl! Remand Proceedings Pursuant to December 26, 2007 Order o/Superior Colirt Regarding 
Point 111OmSOlT Unit Agreement PTU REC 31166 

Page 6 

Exc.000634 

r 
L 

[] 

Ii 
:J 

I'~ 

IJ 

iJ 



~ 

~ 

~ 
) 

~ 

I 
~ 

I 
I 
I 
J ,') 

i 
I 
) 

1 
J 

) 

for the Initial Production System, all designed to begin producing revenue for the State in 

an expedient and prudent manner. 

• Only DNR can say whether, applying the appropriate (and objective) 

standard, this POD is "as complete and adequate as the Director may determine to be 

necessary." No questions asked at the hearing suggested it is not. If DNR believes the 

POD is not lias complete and adequate" as the Director reasonably determines to be 

necessaryi DNR's duty of cooperation as lessor requires it to work with, the WIOs as 

lessees to identify and discuss any modifications that DNR deems necessary; 4 

PTUA Section 16. provides that all operations and production shall be conducted 

"to provide for the most economiCal andefticient recovery of [unitized] substances 

without waste, as de&edby or pursua.ritto state law or regulation:' As discussed above. 

the 23 i'd POD satisfies. these conservation goals,including the interest$ of both the State 

and the WIO$in the economical recovery of unitized substances. The: cOn:unitrtIeht to 

work with the AOGCC1 and to complete the data rooIil process, will eiiSure that that 

Commission has a fully informed basis for approving drilling Md depletion plans that 

meet cons~ation.objectives. 

PTUA Section 21ptoVides that, when theiei& 110 approved plan of development in 

place, the Director has the authority to "alter or modify from .time' to time at his discretion 

4 See Affidavit of Patrick H. Martin C'Martin Aff:') at 19 .. 20 (submitted March 14, 
2008); Trinidad Petroleum Corp. v. PioneeY Natural Gas CO~, 416 So. 2d 290~ 297-98 
(La. App. 1982) (duty of cooperation is a part of every oil and gas contract); see also 
supra at n.l (stresslogtbatany determination by oNR that the POI) is< j'not good enough/ 
must satisfy all objectively reasonable standard). 
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the rate of prospecting and development ... in the interest of attaining the conservation 

objectives stated in this agreement;' but his authority shaH not be exercised in any 

manner that wouJd "require any increase in the rate of prospecting, development or 

production in excess 0 f that required under good and diligent oil and gas engineering and 

production practices" or that would prevent the agreement from "serving its purpose of 

adequately protecting all parties. in interest ... , subject to applicable conservation laws 

and regulations." Section 21 also contains provisions entitling the lessees to notice and 

an opportunity to be heard before any new rate is imposed by the Director .. 

If th~ Director were to direct .the WIOs to modify thc;,current rate of prospeQting 

and development by c()rnplying with the terms ()f the 23m pon, the WIOs would not 

object~ eVen though this POD substantially lncreaseSthe tate of prospecting and 

development The WIDs propose<J this POD because it, meets or exceeds .thl3 substantive 

standards ofSectibIl 21 ; 

• The rate of prospecting, devel()pmehf~ andptoouctiOil comporfsWith 

good and dlligent.oiland gas engineering and PJ:Qciu,CtiOD practices.Tb~ POP cmpmits to . . .. 

activities . that are consistent with diligent and sound pr3ctic~ in a: tune frame that ·is 

reasonable, Faster prospecting or deveJopI1lontwouldyiolatethis ~dard. 

• The POD serves the goals of attaining the conservation objectives of 

thePTUA and conservation of the resource; as diScussed above. 

• The POD protects the interests of all parties in interest;incIuding the 

State; by committing to drilling a miIJ.iUlunl of five wells1 building a pipeline to link the 
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remote PTU to the Badami export system,. and constructing expandable facilities to allow 

early liquid production. The POD also serves the interests of the Minority Interest 

Owners, whose interests would be irreparably damaged if the PTU were terminated. 

Because the WIOs agree to the terms of the 23 rd POD, DNR may impose these 

terms on the WIOs. DNR could not invoke Section 21 to impose any other, more 

demanding POD without complying with Section 21 's procedural and substantive 

requirements, and the WIOs believe the record shows that faster drilling or a larger 

cycling p:roject w()uld not satisfy the standards of "good. and diHgent oil and gaS 

engineering and production,practices:" or "adequately protecting all parties in interest" 

CurrentreguJatory standards governing approval of a POD are set forth in 11 Me 

83.303(a) and (b). IThisIIien10randum does not take a position legally on whether or not 

those regulations apply" since they were adopted after the PTUA t£)Clk effect. DNR in the 

past has used these standards. If these standards are legally reJevant, the 23rd POD 

sqtisfies them. 

• The POD prom()tes conservation and avoi(is waste of natural 

resources~ as discussed above. 

• The POl) promoteS: the prevention of economic and physical waste. 

The POD is thoughtfully designed to begin with a prud~nt1y phased initial production 

project, in order to c()ntrol risks and costs~ the prodUction facility design provides for 

cxpandability if the data gathered during delineation and early production demonstrate 

that a larger scale cytIing pr()ject isviabfe. This phased approach is weJI known to be the 
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best way to avoid economic and physical waste. 

• The POD provides for the protection of all parties in: interest, 

including the State, the WIOs, the Minority Interest Owners, and overriding royalty 

owners. The Plan provides permanent improvements in the PTU, which will benefit the 

St3.te as well as promote development of other nearby reSource areas. Economic benefits 

will flow through the Alaska economy; and new jobs for Alaskans will be created almost 

immediately. Revenue from production will begin at the end. of the POD. Work 

completed dUting the terrtl ot the POb wilt enhance the ability of all Ohit lessees to 

participate in gas saleS wbenever a gas PipeliIle comes into existence;theteby ensuring 

dUi the major hydrocarbonresQurce in the PTU is .available forcommercialization at the. 

fitst available opportunity .. 

NQ other remedy. beside approvingtiie 23td POD, wlU yieid Income to the S~te 

faster or more reliably, T~timony at the bearin~ established that tenninationof the Unit, 

followed by tetri:liriation of tbeleases and re:..leashig of the acreage, would delay 

d!wd nptnent of ilia Unit by seven tot~n years or more. After that laps~oftime~ th~ State 

;llld any new owners wouldb{S in. exactlytbe- same position that the State and the WIOs· 

;W' ,today. That kind of delay Will fidt serve anyone's ihterestsyleast of all the interests of 

It II: :~ tate in seeing its resources developed for the maximum benefit of all AlaSkans. 

H. TERMINATION IS NOT AN APPROPRlATE REMEDY. 

The Commissioner and Hearing Officer suggested, through their questions, that 

iJ!r;Y considered that the history of non-production from the.PTU could justify termination 
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of the PTU, or at minimum imposition of non-contractual sanctions or penalties that 

would follow from any failure to complete the POD. The historical record does not 

justify either tennination or imposition of non-contractual sanctions. 

Until 2005, DNR itself approved the pace of development. Between 1977 and 

2005, DNR approved 21 successive PODs. Once the Director approved each POD, that 

POD defined "the drillrng and operating obligations" of the WIOs for that time period. 

PTUA § 10. If, prior to 2005, DNR had wanted faster development; it could have 

disapproved one or mote of the fitst 21 PODs, and advised the WI Os what.additional or 

different tenns DNR wanted included. ONR did not do so. Instead,. DNR was a full 

participant in. determining the pace of development Although the record reflects: some 

differences of opinIon between. the WIOs, and DNR over the decades, the r-eeordalso 

shows that DNR approved ea.chPOD. After decadeS of appro.ving exploratIon drllJbig, 

seismic studies,and various plans for deyelopment that did not colD.}Ilit to 3civancing into 

production, DNR may decide, as it did. in 2005~ that its approach to plans of development 

for the Unit should change~ The 23rd POD is evidence that the Wl()s are prepared to 

make reasonable accommodations t.o DNR's d~ires •. But DNRDl~y·.nottr~at conduct 

that it repeatedly approved as any kind of breach of the WIOs t obUgations under the 

PTUA, much less rely on that conduct as a basis for depriving the wrOs of the ability t6 

recoup their $800 mi11ion investment in the Unit. 

Similarl y, termination of the PTU may not be justified on the theory that there has 

been a history of failure to comply with the terms of previous PODs, On the contrary, the 
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WIOs have perfonned their obligations under all approved PODs. The Affidavit of Craig 

Haymes, submitted March 14, 2008, addresses the examples of alleged "non~compliance" 

cited by the Hearing Officer dUring the hearing.5 See Affidavit; Paragraph 30 et seq. The 

examples generally involve situations where the WIOs promised to drill a well or take 

some other action or pay a penalty or accept unit contraction. These were not situations 

where the WIOs failed to perform a promise; they are situations where the POD or other 

applicable document~ gave the WIOs a choice, and they chose one alternative rather than 

the other. They are analogous to the "drill or pay" leases that were once common tn the 

oil and gas industry: they do. not involve a promise to drill, but a promise to drill Q! pay, 

and choosing one of the alternatives. does not put the Operator. fubreachof its 

obligations. 7 They provide nQ basis forhypoiliesizingtbat the MOs will not comply 

with the 23 rd POD; since that Plan has .no. alternative obligations. no udrlilor pay" 

provisions, no' provisional offramps, but instead unconditional activities,including the 

development of unitized substances using an IPS and the drillIng: of at least nve 

delmeation wells. 

There is also no basis for termination based on a supposed "failure to submit an 

acceptable plan of development." Although Judge Gleason held that DNR's rejection of 

5 March 7,2008: Tr; at 1028:3-1032;6. 

6 Recent issues in fact related to the terms of unit expansion agreements, not PODs. 

7 Gloyd v, Midwest Refiiting Co.; 62 F.2d 483, 485 (lOth Cir. 1933); Durbin v. 
Osbonui, 166 S.W. 2d 841, 843 (ky. 1942); McDimielv. Hager-Stevenson Oil CO~, 243 
P. 582,585 (Mont. 1926). 
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the 220d POD was within DNR's discretion, even though the Plan met the reasonably 

prudent operator standard, she held expressly that DNR's rejection of the Plan was not a 

"default" by the Operator or the WIOs. Decision 34-35; see WIOs' Brief l7-21. A 

fortiori, it was not a material default that could justify termination. WI Os ' Brief at 24-34. 

Rejection of a Plan submitted by the WIOs means that there comes into play the 

duty of cooperation that is part of every oil and gas contract. B DNR must advise the 

WIOs of what it wants, and when it has done so the parties have a duty to work together 

to devise anew POD that promotes and protects the interests of all parties. Theker here 

is mutuality: a POD should protect the interests of the State. but it must also take into 

account the interests of the lessees. If the parties negotiate a POD acceptable to. all 

parties in interest, as they should, the controversy is over. If not, DNR may exercise .its 

powers under Section 21 to accelerate the rate ofprbduction and development, consistent 

with the Unit Agreement The result ofa rejection is not an impasse, not an infinite 

serles: of PODs, and not termination of the Unit, merely a requirement that the parties 

cooperate to. develop a mutually advantageous plan, consistent both with the Unit 

Agreement and with general principles of oil and gas law. 

Hete, DNR as yet has not fulfilled its duty of cooperation with respect to 

developing a mutually acceptable POD. The Commissioner's letter of January 28, 2008, 

expressly told the WIOs that placing reliance on prior DNR statements and proceedings 

would be "unreasonable," but the letter did not give the WIOs meaningfuJ guidance as to 

See nA, stlpra~ 
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what DNR thinks would be required in an acceptable POD. This is not adequate 

cooperation, but a lack:: of genuine participation in what should be a mutual process. To 

the extent DNR's JanLRary 28 letter did provide broad guidelines for an acceptable POD, 

the 23rd POD has met Lhose guidelines. DNR said that an acceptable POD would need to 

"fully delineate aU PflJ reservoirs." The record shows clearly that the 23rd POD does 

that. DNR also said tbat an acceptable POD would need to "commit to fulJ and timely 

development of all PrU reservoirs, including gas, gas condensate, and oiL" The 23 rd 

pon does that as V1ell. It will produce liquids and re-inject gas. It will extract 

condensate from the ~s. And it will drill wells into the oil rim which will evaluate the 

oil rim and, which wilt be capable of producing oil if that is commercially viable, The 

WIOs have thus, aCCOlllIl1odated DNR's concerns fully; to the extent DNR has made them 

known. They have fi.jltJJled their own duty of cooperation with DNR, as the Unit 

Agreement requires. J)NR, however, would plainly breach that duty were DNR to 

terminate the Unit beca..use the: WlOs failed to divine and comply withDNR goals and 

criteria which DNR h~ not enundated or explamed despite repeated requests for 

gUidance. 

Finally, even if termination were permissible; here, DNR would be teq~ed to 

derme what it wants and give the WIOs an opportunity to cure before it could actually 

terminate the Unit. Allopportunity to cure before tennination is required under ordinary 

principles of oil and gas Jaw, as Patrick Martin explained in his Affidavit. See Martin. Aff. 

22-25. It is also requird ~y ordinary principleS' of contract law: See WIOs' Brief2&-35. 
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Previous proceedings never advised the WIOs that tennination was contemplated, 

and certainly did not specify what was required to avoid termination; in any event they 

have been set aside by the Superior Court on the grounds that they lacked due process.9 

The current proceedings are the ftrst occasion on which termination has been considered 

in a manner even arguably consistent with constitutional requirements. If tennination 

may be ordered on the basis of a material breach, both oil and gas law and general 

contract law require an opportUnity for a cure, as a prerequisite. Martin Aff. 22-25; 

WIQs' Brief28,.35, 

rn. ALTERNATIVE REMEDIES ARE NOT APPROPRIATK 

The questioning at the hearing also· raised several issues about modifications that 

DNR might impose as a condition of its approval of the 23rd POD, Or about potential non-

contractual sanctions or penalties for non.;compliance. The WIGs do not think that any 

such:modif1catioilS" sanetiong,or penalties would be appropriate. 

.As: a proeed\.Iralll1atter; if DNR intends to pr.opose modifications to a sUbrilitted 

Plan of Development, I 1 AAe 8~ . 343(t) contemplates that the Commissioner will advis~ 

the. MOs of those modifications, and the WIOs will then have an opportunity to accept 

those modifications and. qualify tlie POD for approval. The WIOs belfeve that r 1 MG 

9 It is also cleat that the decisions disapproving the 220d POD did flot comply with 
Section 21 of the. PTUA The Director's decisions in September and October 2005, 
affirmed in November 2006,. both called for an alteration in the rate of prospecting and 
development in the Unit, and therefore tequired compliance with both the procedural and 
the substantiye provisions of Section 21. Judge Gleason has rejected DNR's position that 
Section 1'1 applies only within the context of an approved POD. She held it must be 
considered in the context of termination or plan. rejection as well. 
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83.343(c)provides a procedure to follow in this case; 

Questions by the Commissioner and the Hearing Officer suggested imposing non ... 

contractual sanctions or penalties that would give DNR additional assurance that the 

WIOs would. carry out their obligations under the 23rd POD. The WIOs do not believe 

that arty such additional assurance is needed above and beyond the clear assurances 

provided at the hearing and in the POD, including the straightforward and unconditional 

list of activities, the financial commitments, and the new voting provisions among- the 

WIOs .. 

The WIOs have the will, the incentive. and the. capability to perform the 23rd POD 

completely. The Plan contains no conditions or offhmps in lieu of petfonnance that 

would eXcUSe not fulfilling the tamS of theP()D. The WiOs have af:firnled under oath· 

the.ir intent to proceed,. they are already workfug on assemblillg long lead-time items, 

there are. clearrnilestones in theF}an so that DNR (andintereated stakeholders) can see 

thatthe Wias are on course, the Plan calls fottheearly lfivestmentof about $400 inillion 

in drlllirtgex~ensesi and the WIOs have: c;wentaken th~'unprecedentecl step of effectiv~~y 

lowering the voting threshold under thePTU Op¢ratiDg Agreement to a sixnpie.majOrity, 

so iliatnb single ownet can impede the implementation of the Plan:. The largest WIOs 

have provided written evidence of their corporate commitment to the Plan, and to 

providing the associated funding. There is simply no objective reason to believe that the 

WIOs. will not perfonn. And as previously stated,. the standard for approval of a POD is 

objective. See p;5 & n3, supra. 
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It is simply not the case that the WIOs have failed to meet previous commitments 

that might cause worry that they will not perform this time. And it is not reasonable to 

infer, because in a number of cases a plan provided for two alternative courses and the 

wros chose one of those permitted courses, that they will default on their obligations 

when, as here, the Plan of Development does not provide alternative courses, offrarnps, 

or payments in lieu of POD deliverables. 

Modifications to the POD that involve non-contractual sanctions or penalties for 

non'-conformance would also exceed DNR's power to impose them unilaterally~ At the 

conclusion of the hearing on remand,. the Hearing Officer requested briefmg on exactly 

this legal issue: 

Does DNR ContrniSsionetbwiIi have the.legalautbority to enter an 
order approving: a proposed unit plan at' development ("POD") 
subj~ttQ sanctions forn9n-perf():nnance~.including unitcontractif>Il; 
lease relinquishment or monetary payments?l!) 

IiI an effort to accOn'lIIlodate bNRig. cbndemsy an Agreed Final Judgment that 

would accept ll.nlt tennination &8 a consequence of the WI~s' unexcused failure to 

pettoI'IIl specified PODIIlilestones (assumin~. prompt approval of the POD and prompt 

entry of the Judgment) has been proposed. i f Given this' proposal, the Hearing Officer's 

question is moot; Nevertheless, if the issue is the Commissioner's legal authority to 

10 Match 7, 2008Tr. at 1053:1-8. 

11 ConocoPhillips declines tojoin in this proposal on the ground that the proposal is 
not relevant to any remedY that DNR may lawfully impose. Nevertheless, 
ConocoPhillips. would be willing to enter into a settlement agreement of the type 
proposed by the other WIOs outside the remand proceeding process. 
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unpose sanctions or penalties unilaterally, as opposed to accepting a voluntary 

concession, the WIOs ansWer the above question "No.h 

First; the Unit Agreement and the regulations provide specified sanctions for 

failure to comply with a Plan of Development Nothing in either the Unit Agreement or 

in the regulations gives the Conunissioner legal authority to unilaterally order additional 

non~contractual sanctions for the Operator's non-perfonnance of an approved POD, 

including any requirement that the WlOs forfeit their leaseholds in the Unit 

The PTlJA is a contract that defines the parties' rights and obligatioIlS. 12 Judge 

Gleasen noted thilt Section 10 "expreSsly comers upon the Division the authqrity to 

require a plan from the Lessees that 'shall be as complete and adequate as the. Direotor 

may determine to: be·rtecessary for timely development and proper conservation of the oil 

~Il(l gasresow:~.es. of the unitized area , .. :" She interpreted that provlsion to allow DNR 

torejecf a proposed POP as not in the public interest, even if the Operator compJiedwith 

fuePTUA's reasonably prudent operator standard utprepat1ng. and subttrittfugit l3 But 

the nuth9rtty to reject .a proposed POD is separate and dlstinct from theauthonty to 

unilaterally prescribe termsandcondifiomJ Qf a POI). Section 10 provides no authority 

forthe iattet. 

12 SeeExxon Corp; v. State, 40 P.3d 786, 793-94 (Alaska200:I) (recognizing that 
DNR's rights are detennined by a unit agreement's terms where no inconsistent statute or 
regulation exists on the effective date of the agreement)~ 

13' See Uecision21-22, 38. 
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Since the PTUA does not give the Commissioner the authority to unilaterally 

order unit contraction; lease relinquishment or monetary payments as sanctions tor failure 

to perform a POD,14 any such right must find its source in the statutes or regulations in 

effect at the time the PTUA was entered into. But there is no authority there either. 

"Ad:ministrative agencies rest their power on affirmative legislative acts. They are 

creatures of statute and therefore must find within the statute the authority for the 

exercise of any power they claim." I 5 Judge Gleason has ruled that ''neither the PTUA nor 

the applicable regulations and statutes in effect in 1977 pennitted automatic tennination 

whenever a pon was unacceptable to the State.,,16 Therefore, the Commissioner has rio 

authonty to Unilaterally impose conditions on a POD that automatically result in 

forfeiftlre. Simjlarly, the Connnissioner hliSnQ' authority tounllateraJly order unit 

cotttractionor monetarypaymeot8 as acornponentofPODapptovaI. 

Indeed, the most pertinent of DNR's QWO regulations aPPears expz:essly to deny 

DNlt the power to impose conditions or modificationson.aPOI) unilaterally. 11 Me 

83.343(c) allows the Coiiimissi6rtet to propose-modifications to a submitted plan of 

development. But it says expressly that those modi·ficatfons shall become part of the plan 

of development only if «accepted by the Operatot.'f If the Commissioner had the power 

to impose Il1odificati6nsunilateraUYJ this provision of the regulations would be 

is. 

PTUA §§ 10, 20 [~ 1259-60, 1267-68J. 

McDaniel v. Cory; 631 P.2d 82.88 (Alaska 1981); 

16 . Decision 3K 
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meaningless. 

A number of other considerations support the view that the Commissioner lacks 

power to impose non-contractual sanctions for non-performance. Some of the potential 

sanctions referred to in the Hearing Officer's question, such as unit tennination, could be 

imposed contractually rynly for a material breach of the Unit Agreement, and could not be 

imposed without such a material breach. Indeed, DNR conceded in its brief before Judge 

Gleason that a material breachi5 a prerequisite to ternu'natfon. 17 If there were a material 

breach, such a sanctioll. would be available1 not because bNRhas genera! power to 

impose it, but because it is II generally available remedy for' a material breach. But the 

reverse is &.Iso true. If:a pa.rticular sanction is available under the UmtAgreement and the 

law only for a material hreacl1, then it cannot be imposed uuihltera11y by DNR as it 

s(Ulctiqn for anQti"m~terial breach. 

AlsO', any POD· approved by DNR must satisfy the reasonably prudent operator 

standatd,slnce theWIOs mllst carry]t but consistent with Secti6n 10 bfthe PTUA. That 

means th~if the'Comtnis~ioner had the p.owerto imposern~diticatjo~ ~nilaterally on a 

PODsuhmitted by the ()j)eIafurt the POD as modified: wouldbave to meet the RPO 

standard, includin'g any lliddlficationS or conditions. That means In: tum that the POD as 

modified would need to protect the interests of the WlOSand Minority Interest Owners~ 

as well as the interests oft1ie' State. A reasonable conditioh Or assurance of performance, 

11 See J3riefofAppe1!ee, KixonMobilCorp. et al: v. State~CaseNo.3AN~06-13751 
Cl, at 58 (citing Machado v ... State, 797 P.2d677, 683 (AlaskaCt. App. 1990). 
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tailored to the conduct in question, and reasonable in relation to it, might conceivably 

meet this standard But a sanction or penalty for non-compliance disproportionate to the 

purpose, and which could in effect work a forfeiture of the Unit, c1earlywould not, 

It is also worth noting the general1imitations on the power of contracting parties to 

require assurances of perfonnance. U.C.C. 2-609 adopted the concept that a party to a 

contract who has reasonable grounds for insecurity may require that the other party 

provide "adequate assurance of performance." This waS enacted iIi Alaska as AS 

45.02.609; the principle has since spread beyond the law of sales ofgoOOs (the subject 

matter of the U.C.C.) to contract law generally; 18 Alal)ka law; howeyer~ forbids recomsc 

to this principle as a remedy for a pre-existing breach of the coottactin question. Sumner 

v. Fel~Aif,JI1c:., 680 P.2d 1109, 1116 (Alaska I984). Accotdingiy~ ifitiS DNR'sposition 

that some action of the WIOs haS resulted in a breach of the Umt AgJ;eemcnt, principles 

of Ala.ska contract Jaw .do not anow DNR to ask Jot assuranceS of performance as Ii 

remedy ror that breach; in the absence of an objective basis for insecUritY. 1beientedles 

avajlable are instead those'provided.by the PTUA contrqct 

Similarly, a patty to a contract may oot rewrite it under the guise of asJdng fat 

adequate assurance of perrOrinarice. i9 Here the remedies for a: breacb were carefully 

specified in the Unit. Agreement and in applicable regulations not inconsistent with the 

19 RESTATEMENT (SECOND) OP CONTRACfS § 251; L.B, Spitzer v.Barron, 581 P.2d 213, 
214 (Alaska 1978)~ Drake v. WIckwire, 795 P.2d 195, 191-9& (Alaska 1990). 

19 Pittshurgh .. DesMoines Steel Co; v. Brookhaven j'.fanor Water Co" 532 F.2d 572; 582 
(7 th Crr. 1976); Hope's Architectural Prod.. Inc. v; L1/Ndy.'s Constr., fllc., 781 F .. Supp. 
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Unit Agreement. Those provisions of Jaw may not be rewritten in the guise of seeking 

adequate assurances, and the Commissioner may not impose on the WIOs, in favor of 

himself, remedies that the Unit Agreement did not give to DNR. 

IV. THE LEGAL STANDARD FOR REMOVAL OF THE OPERATOR. 

Section 5 of the PTUA contains the following provision concerning operator 

removal; 

The Operator may, upon defaUlt or failure in the perfonnance 
of its duties or obligations hereunder, be subject to reiIloval 
by the same percentage vote of the 6WnefSofworldng interest 
detennined in like manner as herem provid~d for the selection 
of a new Unit Operator. 

TI1US~ Section 5 establishes ~'default or faiJureu in the: perfonnance of contractual 

duties artd obligations. as the standard justifying removal of the Operator. After the 

i)' i i i\ became effective,however, the m~jor wQrking iIlterestowners separately 

contracted to modify the. standarcffor removaL Effective August 31, 2000, Itx.xon Mobil 

Corporation arid BP Exploration (Alaska) Inc~ entered into the Pomt Thomson Area 

. ~ I : :. ;. rnent and. Exchange Agreement (the "A1ig@1entAgr~ement'').. That agreeme.nt 

colltams a provision stating that. the P'fUOAw<ruld be amended by: 

Inclusion of a provision that allQWS remQval of the Unit 
Operator only' for (0 "a substantial breach ofa material 
provision of the Agreement" by the Unit Operator. or (li) if 
the equity intereSt of the Unit Operator faIls below 20%1 upon 
a 98% affmmitive vote by the other Working Interest Owners. 

7 ( :. 7 [6 (D. Kan. 1991); Scott v; Crown, 765 pjd 1043f 1041 (Colo. Ct. App. 1988). 
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ConocoPhillips became a party to the Alignment Agreement, including the 

provision concerning removal of the Operator, on May 15, 200 I. By agreement dated 

October 19, 2000 (but effective August 31, 2000), Chevron U.S.A. Inc. also became a 

party to the Alignment Agreement, including the provision concerning removal of the 

Operator. Thus, the relevant standard justifying removal is "substantial breach of a 

material provision .... " 

A. Interpretation of "Substantial Breach of a Material Provision." 

The WIOs have not identified. arty Alaska case specifically Construing the term 

"substantial breach of a material provision." BiJt under general rules of contract 

jnterpretation, the provision must be given effect according. to the usual and customary 

meaning of those words. On its; face, the "substantial breach of a material ptovision of 

the Agreement" lang\lag~ is substantivelY equivalent to' "material: breach of the 

Agreernent"t20 The term "material breach" is welJ~defined in Alaska case law and 

elsewhere. 

A "material breachH that will justify termination or rescission. of a contract is one 

that "destroys the essence'~ of the bargain bl:ltween the parties. E'$t(Jte of Lampert 1J. 

Stauffer, 896 P.2d 214" 219 (Alaska 1995); Dickerson Y. Williams, 956 P.2d 458, 463 

(Alaska 1998); see also American Computer Institute Inc. v; State, 995 P.2d 647, 653 

n.14 (Alaska 2000) ("goes to the essence"). It must significantly defeat the non-

20 "Material" and "substantial" are generally treated as equivalent. First Inters/ate 
Bank v. Small BUsiness AdminiStration~ 868' F.2d 340, 344 (9to Cit. 1989); Iii re 
Hamilton, IS B.R. 868, 872 (D. Colo. 1982); WILLISTON ON CONTRACTS, § 45: 17. 
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breaching party's reasonable expectations under the contract, Dutton v. State, 970 P.2d 

925, 928 (Alaska App. 1999), and "result in the other party not receiving substantially 

what [that party] bargained for." Machado v. State, 797 P.2d 677, 683 (Alaska App. 

1990). 

Thus, removal is justified under the "substantial breach of a material provision 

standard'~ when there has been conduct that destroys the essence of the bargain, and 

significantly defeats the reasonable expectations of the other WIOs. The determination 

of whether a breach is material must be made on the totality of cfrcumstances. !d. These 

fundamental principles apply here and are common to the law of contracts everywh ere. 2 1 

a. What Conduct Would JustifY Removal ofllie Operator? 

During tht'r hearing;. the non..,operating WIOs w~reasJ(~d why theydiq not take 

action to remove the Operator after the Conunissioner affitmed the <rejection ofthe 22nd 

POD and the Modiiied POD, and terminated the Unit,22 The answer is that: no 

"substantial breach ofa material provision" of the PTUA had oCGllI.Ted. Section 10 of the 

PTUA requires the Operator to submit tla plan for an additional S'pecHied period" before 

the' expiration of the then-curreIit POD, The CommIssioners PQDrejeotionS and 

subsequent .impl'opernnit termination decisions did not establish a "substantial breach o.f 

a material provision'" of the PTUA ar the PTUOA. 

21 RESTATEMENT OF CONTRACfS (FIRST) § 275, comment a (1932); RESTATEMENT 
OFCONTRACfS (SbCOND) §§: 241-42. 

22 Commissioner's Decision on Appeal From Director's October 27, 2005 Decision 
Denying the Proposed Plans fbr Development of the Pamt Thomson Unit, November 27, 
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Under Section 10 of the PTUA the Operator covenants "to develop the unit area as 

a reasonably prudent operator in a reasonably prudent manner." The Commissioner 

never found that the Operator failed to act in a reasonably prudent manner in preparing 

and submitting the rejected PODs. To the contrary, in purporting to terminate the PTU, 

the Commissioner expressly stated that he was not applying the contractual reasonably 

prudent operator standard. 

The non-operating WIOs each approved the plans of development proposed by the 

Operator, and also agreed that the Commissioner's termination of the Unit was imptoper1 

and filed their own judicial appeals to successfully challenge the termination decisions. 

Under these circumstances, the Operator did not fail to fulfilJ an essential, obligation of 

the PTVA or tbePTUOA. 

Commissioner Irwin also posited a hypothetical situation where, shortly after 

approval of th.e new POP, the Operator infonn.ed DNR that it would not cortlnlence 

driJIing.2J In that event, absent a legitimate excuse Under Section 25 of the PTUA, the 

other WIOs would bejustified in removing the Operator. 

The unequivocal commitment to drill the five wells goes to the essence ofthe new 

POD. Each of the WlOs has expressed itscommitn1ent to Support the pOn. Section 10 

of the PTUA requires the Operator to exercise "reasonable diligence " • in complying 

with the obligations of the approved POD." An unexcused refusal by the Operator to 

2006 at 17-18. 
23 March 7,2008 n. at 1006:5-24. 
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follow the instructions of the WIOs and fulfill its obligations under a POD approved by 

the WIOs and DNR would destroy the essence of the WIOs' bargain and would defeat 

the reasonable expectations of the other WIOs and the DNR with respect to the POD, the 

PTUA, and the PTUOA. Such conduct would meet the "substantial breach of a material 

provision" standard and in that event, absent agreement of the parties or a legitimate 

excuse under Section 25 of the PTUA> the other WIOs would be justified in removing the 

Operator. 

V. CONCLOSION 

For the reasonS sta.ted, the Commissioner should approve the 23m POD, or in the 

aJtemative jom with the WIOs in asking tbe8uperior Court to enter the proposed Agteed 

Final JudgmentJodged herewith. In any event, the Unit Agreement shOUld not be 

terminated. 
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* DATED at Anchorage, Alaska this ~ day of March 2008. 

PATTON BOGGS LLP 

~~~ DOU~J.S~ 
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P.O. Box 20730 
Juneau,AJaska 99802 
Teb (907) 586-0142 
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CERTlFICATE OF SERVICE 

I hereby certify that on the ~ ~y of March 2008, r caused a true and correct copy of the foregoing 
document to be served on: 

VIA HAND-DELIVERY 

Richard Todd 
Sr. Assistant Attorney General 
State of Alaska, Department of Law 
1031 West 4th Avenue. Suite 200 
Anchorage, Alaska 99501-1994 

Mark E. Asbburn. 
Doni R. Crosby 
ASHBURN & MASSON PC 
1227 \V,91l1 Avenue, Suite 200 

B~ro:~]U. 
Matibel Webt;et, Legal Sectelary 
PATTON BOOGS LLP 

VIA U.S. MAIL 

Randall M. Kirk 
Messner & Reeves LLC 
1430 Wynkoop., Suite 400 
Denver, CO 80202 

Rusty Brusenhan, Land Manager 
Lee~ Operating Company, LLC 
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