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10: 01: 47 AM

COCHAIR JOE PASKVAN called the Senate Resources Standing
Commttee neeting to order at 10:01 a.m Present at the call to
order were Senators W el echowski, Wagoner, and Paskvan.

10: 02: 27 AM

Calista Region: Alternative Energy Update

CO CHAI R PASKVAN announced Calista's presentation as the first
order of business.

ANDREW GUY, President and CEO, Calista Corporation, thanked the
commttee for giving them an opportunity to nmake a presentation
on an energy project that is of great inportance to the people
of the Yukon Kuskokwi m Delta (YK). He explained that Calista and
regional village corporations were established by the Al aska
Native Clains Settlenent Act (ANCSA) to inprove the socio
econom c status of the people in their respective regions and
villages. In Calista's case, acconplishing the goal in the past
40 years has primarily consisted of enploynent for thenselves
and their descendents in their corporate headquarters and
subsidiaries based in Anchorage and around the nation. O her
benefits include scholarships, training funds, internships and
donations to village and regional entities. Mre recently they
have begun paying distributions to their shareholders and
el ders. Wiile these benefits are inportant and will continue to
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be priorities for them they understand that they can better
neet the acts obligation by engaging in activities that create
j obs for their people.

He said their region is one of the nobst economically depressed
areas in the state and nation coupled with a very high cost of
living - the two main factors being energy and transportation.
The village corporations in the region can becone bigger
enployers if they had a business plan that at |east offered an
opportunity for breaking even in their business ventures. To do
this they need |ower energy costs. Wth reasonable energy costs
their business investnents have been successful. Calista has
commtted to do its part.

MR. ANDREW QUY said there is a lot of concern about what wl

happen in the Railbelt and Southcentral with energy supplies in
the future, but while that is inportant, it doesn't affect
everyone in the state. He said he was here to ask the state to
step up and do its part for rural Al aska. For the rural citizens
it is clear that diesel energy is untenable in the future. Its
cost is prohibitive and the environnental consequences of this
high carbon fuel are unacceptable. Rural Al aska nust have a

different energy future if it is to have any future at all, he
sai d.
10: 08: 13 AM

PAUL  GEORGE  QUY, Gener al Manager , Kwet h I nc. Vil |l age
Corporation, said he also sits on the board of directors of
Calista Corporation, but that he is here today as chairman of
t he board of Nuvista Light and Electric Cooperative. He has been
involved in energy matters for over 20 years beginning wth
managenent if Kwethluk Comrunity Power Plant and the oil and gas
retail business of Kweth Inc.

MR. QUY said that numerous energy studies have been conducted in
the Calista AVCP region over the last five decades. Studies are
important but action needs to follow once they have been
conpleted. In order to nove the effort from study to action,
Calista and AVCP formed Nuvista Light and Electric to pour
through these prior energy studies and identify feasible
alternatives and make plans to build a new integrated region-
wi de electrical system They have exam ned diesel, coal, w nd,
solar, natural gas, geothermal, even nuclear powered generation
options. In going through this process, Nuvista has reviewed and
considered all possible energy sources and has concluded wth
public input that these options are either deficient in scale,
unacceptable from an environnental standpoint or not feasible
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for supplying regional light and power. The best alternative to
energe so far is hydro electric power generation, and they are
excited by the possibility offered by the Chi kum nuk Hydro Power
Pr oj ect.

He said Nuvista Light and Electric is a non-profit cooperative
organi zation with directors from all the major organizations in
the Calista AVCP region including the association of Village
Househol d Presidents and AVCP Regi onal Housing Authority. After
studying all different kinds of energy they found that

hydr opower generation is the type of project that will best work
in their region. It's time to nove beyond studying and act for
the benefit of all involved including the State of Al aska. Power

Cost Equalization (PCE) can't be the indefinite solution.

10: 10: 27 AM

CHRI STINE KLEIN, COO Calista Corporation, said she is also
representing Nuvista Cooperative today. She said she would give
them a qui ck overview of what they found and | ook at sone of the
energy solutions and then what their next steps are in regards
to their requests to the | egislature.

She said Calista Region is 59,000 square mles, 10 percent of
the Alaska land mass, with a population of over 26,000 people.
It also contains the Wade Hanpton Census area and its socio
econoni ¢ chal |l enges. Nuvi sta Cooperative was fornmed in 1995 as a
utility cooperative with a common goal of reducing electrica
costs in the region because of their very high costs. She said
they are nade up of 12 different organizations, and it 1is
unusual for so many groups to work together. They are very proud
that they have all the major stakeholders in the region as a
part of this cooperative working to find a solution to high
energy costs.

M5. KLEIN said that currently diesel is the primary heating fuel
and runs $6.14 - $9.50 per gallon and gets delivered once a year
by barge. If there isn't enough fuel or the barge couldn't get
up river, it has to be flown in to one of the 56 villages. In
2004, 50 percent of famly incones went to hone heating and that
has grown this past year to 75 percent.

She explained that currently nost of the electrical generation
is done by diesel and costs $0.52 - $1.00 kWh. Many in the
region use the PCE, and while they are very appreciative of
that, they can't keep up and it's only for the first 500 kW

10: 13: 07 AM
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She said there are over 41 independent snall diesel-powered
generators in the region and they use over 20 mllion gallons of
diesel a year, which is one-third of the diesel used in Alaska
for electricity generation. Mst all of them have noted that
transm ssion lines are needed in this region to link up sone of
the villages. The electrical demand for these villages around
Bet hel by 2020 is expected to be 65 nmW currently it's 15 mWN
Reports have continuously found that coal, hydro power and w nd
are potential feasible options and shoul d be inpl enent ed.

10: 14: 47 AM

M5. KLEIN said energy and transportation are the two |argest
areas of energy inpact. For exanple, a week's supply of food
ranges from $142 in Juneau to $273 in Bethel for the sane type
of food. Electrical cost projections done in 2004 indicated $.70
per kW but wunfortunately because of the rising cost of fuel
that has al ready gone off the charts.

She said these studies have also found that energy needs vary in
the region because it is so large and has diverse topography.
They enbrace conservation, but it won't solve their problem
Ni ne coastal villages have w nd turbines, which have helped
tremendously with 18 kW of capacity but it is not a year-round
solution and doesn't fit the needs of other villages throughout
t he region.

10: 15: 58 AM

Numer ous areas could be connected fairly easily just because of
the proximty of villages with transnmission lines. Some of the
energy alternatives that have been considered over the years
have ranged from doing nothing and continuing to use diesel al
the way to small package nucl ear power plants. Wen each of the
different alternatives were |ooked at and discussed in the
comunities, sone were inmediately taken off the table because
of fear of some of the technology. For instance, concerns over
the coal power plant in Bethel were about Bl ack Lung.

She said there has been a lot of interest in geothermal, but
unfortunately there are only three hot springs in the region and
they are not hot enough to provide the power that would be
needed for the area other than in a very |ocal nmanner.

10: 17: 21 AM

SENATOR W ELECHOWSKI noted the feasibility of nuclear power was
poor to none and asked if they had evaluated small scal e nuclear
reactors.
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M5. KLEIN replied that that idea was |ooked at briefly. Sone
options were taken off the table because the comunities were
very reactive to it and permtting for nuclear power has not
been successful in the last 30 years.

CO CHAI R WAGONER sai d Gal ena has been working on a nucl ear power
pl ant. He personally thought that was a great way to go, but he
wanted to know if they had asked a geothermal expert |ike O mat
to look at their geothermal possibilities because you have to
drill to see if you have a feasible project with geothermal. It
can't be determ ned by the amount of water in a hot spring.

10:19: 13 AM

M5. KLEIN answered that no drilling has been done, but it was
| ooked at in 1948, 1970 and 1975. She wasn't sure if it was in
t he 1980 report.

CO CHAI R WAGONER urged her to contact Bobby Evans with O nmat for
another evaluation. Omat is the leader in the country for
geot her mal .

10: 20: 19 AM

MS5. KLEIN said after the past 40 years of 21 engineering reports
and assessnents the Nuvista board and stakehol ders felt that the
remai ni ng candi dates |eft were wind turbines, a coal power plant
and hydroelectric power. Coal had a very negative public
reaction in the Bethel area, but it would be the cheapest and
have the greatest energy capacity. Coal sources would not be
from in the region. Wnd turbines are variable and would not
power the whole region, but there are 12 sites for hydro. Four
sites were considered nore seriously in the past year: Kisaralik
River and the Chikum nuk Lake in the Kilbuck Muntains. The
Chi kumnuk River is 118 mles east of Bethel and has been
studi ed several tinmes over the last 30 years.

The latest hydro electric feasibility findings in the |atest
engi neering report of the four sites indicated the Kisaralik
Ri ver would not provide enough power for e Bethel and the 13
area villages year-round; however it would be a cheaper option
but there are salnmon in the river. The Chi kum nuk Lake option
has enough capacity to power Bethel and the area villages, and
it 1s 118 mles from Bethel and has no salnon (a positive in the
| ocal peopl es' perspective).

M5. KLEIN said in January, the Nuvista team and stakehol ders

decided to nove forward with the Bethel area sub-region plan as
well as a region-wide conprehensive plan and found that
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Chi kum nuk Lake as the preferred alternative for a total cost of
$483 mllion - a construction cost of $392 million including 118
mles of transmi ssion lines and a design cost of $91 mllion. It
would neet the Bethel and 13 area villages' electrical denmand
easily through 2020 and beyond.

The Kisaralik on the other hand would not neet the area demand,
but would be slightly cheaper. Any of the other three options
woul d require sone augnentation by diesel. The estimted 20-year
cost per kWh for hydro power in the early years is generally
nore, but as there is nore demand the cost drops significantly.
These woul d be early start up costs she rem nded t hem

10: 23: 48 AM

SENATOR W ELECHOWNSKI asked for the cost breakdown between
transm ssion lines and the actual hydro plant for the Chikum nuk
Lake project.

M5. KLEIN answered that the transmi ssion lines range from $400
thousand to $1.2 nillion per nmle. The estimate they have at
this time is $142 nmillion for the transm ssion |ines al one.

SENATOR THOMAS asked if the Kisaralik Lake is in the Nationa
Wl dlife Refuge.

M5. KLEIN answered that it's in the Yukon Delta W!Iderness
Preserve; the Chikumnuk is in the Waodti kchi k State Park.

SENATOR THOVAS comrented that a state park is better than the
other and that mnust have been a consideration as far as
realistic potential for Kisaralik.

M5. KLEIN replied yes; but there will be challenges - nostly
permtting - associated with both because both are in parks.
However, she said there are nechanisns to deal with both and
bot h options can be done.

SENATOR THOVAS said a state park would seem |ike a better option
and asked if they aren't nore serious about Lake Chi kum nuk.

M5. KLEIN replied that option would require a |legislative
anendnent to the existing authorization of the Wodti kchik State
Park to all ow hydro power in a state park

10: 25: 56 AM
Wth respect to cost per capita, to give them a sense of
Rai | belt versus wurban, this project comes in very well, she
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said. The capital projection for this project at $17,260 per
capita is surprising in the same range as a Railbelt project at
$16, 200 per capita. Their next task would be to conplete a
detailed engineering feasibility study that would include field
reconnai ssance, surveyi ng, initial designs and the FERC
permtting. The drainage basin for the Chikumnuk is the
smal l est of the four drainage basins that would be inpacted,
anot her positive.

10: 27: 12 AM

FERC licensing would cost $5.88 mllion and $11.75 million for
the design and site field investigations, for a total of $17.6
mllion. These efforts are proposed to start this next vyear.
Their request to the legislature, as hydro has obviously risen
to the top of many, nmany engineering reports at this tine as the
nost feasible option for this Alaskan region, is to fund the
capital request to go to the next stage of designs.

SENATOR THOVAS asked if it's a |lake tap or a regular dam

M5. KLEIN answered that this would be a |ake project. It would
be a rock fill wth concrete face dam- not a direct |ake tap.

SENATOR THOVAS asked if there isn't enough drop to do a |ake
t ap.

M5. KLEIN answered that the drop isn't quite enough; the rock
and concrete face woul d be expected to increase the elevation by
75-100 feet.

10: 29: 10 AM

CO CHAI R WAGONER went back to hydro versus nuclear and asked if
they had priced a stand-alone nuclear conpared to hydro for
generating the sane negawatts.

M5. KLEIN replied that she didn't recall those cost estimates
and nucl ear was taken off the table really early.

CO CHAI R WAGONER asked if it was just the fear of nuclear.

MR. ANDREW QUJY answered yes; fear of nuclear and the fear of the
affect an accident woul d have on subsi stence resources there.

REPRESENTATI VE SEATON added that Seward has been |ooking at a
nucl ear plant after Galena Air Base left, but they didn't have
enough | oad. The problemis that a nuclear plant has never been
permtted or built in Al aska before.
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CO- CHAIR  PASKVAN  acknow edged t hat t hey recogni ze t he
chal | enges.

10: 31: 02 AM
SENATOR THOVAS said with an average cost of $8/ kWit would take
34 years to pay around $400 million to displace the diesel.

M5. KLEIN replied that this project will range from $450 to $500
mllion.

SENATOR W ELECHOWSKI asked what the current negawatt usage is
for Bethel and the 14 vill ages.

M5. KLEIN replied in the 15 nWrange and it's projected to be 65
mA by 2020.

SENATOR W ELECHOWSKI said that seenms |ike an enornous growth to
happen in 9 years - nore than tripling.

M5. KLEIN responded that is a very good question and she had
failed to point out that the Calista Region is one of the only
regions in the state that has been growing. They actually
projected 2 percent growh, but it has actually been closer to 3
and 4 percent depending on which years are used.

SENATOR W ELECHOWEKI asked if they are projecting new industries
bei ng added.

MR.  ANDREW QUY responded that the conbination of population
growh and the kind of businesses that would crop up from it
woul d create nore demand.

10: 33: 43 AM

MR. CEORCGE QUY added that a couple of years ago his community
had bl ack outs because the production kilowatts far exceeded the
kil owatt production. As a result, people were asked to shut off
their unneeded el ectrical appliances so they could keep power on
in the conmunity.

CO- CHAIR PASKVAN said this discussion is a great start in
figuring out potential solutions to the Southwest Al aska energy
concerns. He said Interior Alaska is not "punished" by these
crushing costs as nuch as Southwest Alaska is. He thanked them
for their presentation.

10: 35: 32 AM
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At ease from 10: 35 to 10: 39.

10: 39: 33 AM

Presentati on: Great Bear Petrol eum LLC

CO CHAIR PASKVAN called the neeting back to order and wel coned
M. Duncan from G eat Bear Petroleumto give his presentation

ED DUNCAN, President and CEOQ G eat Bear Petroleum thanked the
committee for the invitation to present his conpany and to
present what they believe is an unsurpassed opportunity for the
state to rebuild itself in the oil and gas energy world through
t he expl orations and devel opnment of unconventional resources. He
said their conpany is solely focused on unconventional and
solely in Alaska. They don't have a business unit anywhere el se
and their intention is to prosecute their business solely on the
North Sl ope of Al aska.

He said that Geat Bear is an interesting conpany; it's private

and small. It's a big conpany in a small conpany body. They are
focused on three of the nost prolific world-class source rocks
in the world - that happen to lie underneath and wthin the

producing fields that have proven thenmselves so prolific over
the years: the Triassic age Shublik Formation, the Jurassic age
Ki ngak Formation and the Cretaceous age Hue/HRZ Formation - any
one of which individually could function as an unconventiona
resource devel opnent as good in quality and regional extent as
any of the resource plays that are developed in the Lower 48.

10: 43: 03 AM

MR. DUNCAN said the North Slope's Brookian foredeep, in a basin
context, has what he thinks is a unique situation of having
three world-class source rocks with broad geographic spread co-
| ocated and sharing a common burial history, all of which are
accessible in Geat Bear's area of operation

He said in a conservative case scenario, Geat Bear has a very
robust, anal ogue-based volunetric estimation. A md-sized case
allows the production profile for this play to renedi ate nmuch of
what is wong with the decline in the state's production base
down TAPS and al so provides a basis for a clearer view of Al aska
as a potential gas resource supplier on a global scale well into
t he future.

MR. DUNCAN stated they are targeting near-term oil production.

And rather than | easing and studying like a |lot of conpanies do,
they have studied and |eased. They want to accelerate their
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exploitation program with geo-nechanic studies this year and
full field devel opnment tests next year. At this time next year

their plan is to be drilling their first tw full production
test wells - laterals, fracs and flow backs. They could be
selling oil into TAPS by summer 2012 - although it would be

trucked at this tine.

10: 44: 32 AM

Today, he said, Geat Bear in the context of its |easehold
surprised a lot of people. He explained that their bidding
strategy was heavily focused on science-based know edge while
ot her conpani es' strategies are not particularly focused and are
often nore like "land-grabs.” Nothing is further fromthe truth
for Geat Bear. G eat Bear nmanagenent knows the North Slope and
they have studied it hard. Their jobs throughout their careers
have been to identify opportunities based on good science and to
| ook for ways to access the material piece of what they believe
to be energing plays.

In the context of North Alaska, their acreage position was
targeted and focused on solid science. He said a |ot of nodern
science is available to the industry and the state has organi zed
and made trenmendous data bases available to the public. The USGS
has done "spectacul arly good work" particularly over the |ast 20
years on understanding the distribution of source rocks - their

quality, their burial history, their naturation - focused on
understanding how the oil charge got to the fields they know
about - Prudhoe and Kuparuk primarily - but certainly Point

Thonmson, Al pine and sonme of the satellite fields.

MR. DUNCAN said Geat Bear knows they have a world-class
petrol eum province because they are predicated on world-class
source rocks. The North Slope basin has three of them - all of
whi ch coul d be unconventional. You can have great reservoirs and
no source rock; but you won't have world class reservoirs.

10: 49: 40 AM

He said conventional reservoirs can be clearly delineated from
subsurface well and seismc data. Unconventionals are the
opposite. Because the source rocks, in particular source rocks
in basins like the North Slope, are ubiquitous; they are
regional and extend from one side of the North Slope to the
other side - into the offshore and all the way back to the

outcrops of the frontal folds of the Brooks Range. That's the
chal | enge and the beauty of the play. The presence of ubi quitous
source rocks allows conpanies to nove their business managenent
and devel opnent away from the day-to-day technological risk at
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the geol ogic scale to day-to-day engi neering of commercial risk.
He el aborated that if the geology is bad they can't do anything
about it; that's Mther Nature, but if the comrercial or
engi neering environnent is a challenge, those are things they
can fix.

10: 51: 15 AM

He related a brief history of resource developnment in North
Anmerica, particularly relevant to unconventional shale gas plays
(and nmuch later in the tineline, oil): George Mtchell, Mtchel
Energy, entrepreneurial visionary, started working the Barnett
Shale in north Texas with vertical wells in 1981. He and nost of
his col |l eagues thought this was ludicrous. By 1991, Mtchell was
still the only conpany doing unconventional shale reservoir
devel opnent, but they had noved into doing horizontals
recogni zing the inportance of exposing nore bore hole to the
formation, effectively inproving productivity and recoveries.
Thirteen years later - a forever in this industry of multiple
price cycles, evolving technology like 3-D seismc - the
Fayetteville Shale, dom nated by Southwestern Energy, was first
drilled and comrercial flow rates of gas were developed. In the
same year the Mrcellus Shale area started to evolve wth
cormercial rates of gas; and in 2005, the Wodfords Drill in
eastern klahoma; in 2008 the (gas) Haynesville Drill in
northern Loui si ana.

MR. DUNCAN said that drilling, conpletion and stinulation
technol ogy until 2008 could not deal with liquids production in
a frac job. In fact, when a shale source rock was fraced and

stinulated and attenpted to be flowed, in a portion of the
"fairway" that was rich in liquids it stopped the play. And that
is how the plays were defined up until about m d-2008. You

drilled until you started getting too nuch liquid and then you
st opped.

10: 54: 03 AM

In 2008, a small conpany named Petro Hawk Energy rolled out -
using the technology that they had clearly been working on in
the background wth sone of the prinme service providers
(Hal I'i burton, Baker, Schlunberger and the like) - the first
comercially successful production well of oil out of Eagle Ford
Shal e in south Texas.

HE said that separation of oil and gas prices facilitated nore,
and continues to facilitate nore, and nore research on drilling
and conpletion technologies for oil and |iquids production out
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of the same resource plays that previously only had been exposed
to gas production.

He stated that the technology sinply didn't exist until 2008

This is one of the keys to Geat Bear's success: only two
bi ddi ng cycles are between the tine the technol ogy becane w dely
known and today. They bid in the second one of those cycles

Retrospectively they realized the state's annual |ease sales
could become their worst eneny if they didn't take as nuch of
the "fairway" as they could. So, that's what they did, but the
probability of them holding the theory tight for another year is
probably | ow.

10: 56: 33 AM
SENATOR W ELECHOWBKI asked how confident he was that these rocks
they | eased are as good as he says they are.

MR. DUNCAN answered, "Approaching certainty.” He said the USGS
publi shed a sem nal paper in 2006, a joint study with Stanford
University and Schlunberger, that used every available piece of
data that could be captured at the tine - virtually every well

every core, every sidewall <core, every cutting sanple, every

outcrop evaluation the USGS had ever done - was incorporated
into what at the tine was the largest 3-D fluid flow nodel ever
done of the entire basin - from the Canadian border, offshore

Chukchi Sea, to Cape Lisburne to the frontal folds outcrop of
the Brooks Range. The study was built on the back of very
quantitative geo-chem cal analysis of the rocks understanding
the products generated when the rocks matured through the oil
wi ndow, products generated through the gas wndow and the
chem stry of the produced hydro carbons. But the focus of the
study wasn't resource play evaluation; it was to illustrate the
relative mxing of oils and the known pools. O sinply put, how
much of Prudhoe cane from the Shublik, how much canme from the
Ki ngak and how nmuch cane fromthe HRZ

Great Bear took the nodel and flexed it differently. They took
the quantitative geo chemstry and the source rocks and
understood where those source rocks are mature today, which is
critical, and mature in the recent past, which is also critica
for predicting what portions of present day fairways are
optimally stressed for oil and optimally stressed for gas. He
wasn't particularly concerned about proving to hinself that
Prudhoe is a big field; he already knew that. He was nore
concerned about proving where the source rocks were stil

present in the right thermal wndow to be exploited for a
resource play. The USGS study, if it's flexed differently, is
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perfect for that. The USGS published the results of that study
very heavily; Geat Bear licensed the study and that s
fundanmental |y what they used for their early work on the play.

11: 00: 44 AM
SENATOR W ELECHOMNSKI asked if he knows how sweet the oil is.

MR. DUNCAN responded that the practical answer is there is no
reason for the oils to be lower quality than what is reservoired
in the known fields. There is sone reason to believe the oils
will be higher quality because they are going to get them before
m gration and mxing. He suggested that Shublik oils will be in
the md to high 20s, Kingak in the 30s and HRZ oils in perhaps
the 40s - very light alnpost gasoline-like; but them may be even
better than that.

11: 01: 58 AM

MR. DUNCAN stated the technology is new and that is one of the
things that they leveraged along with high basin know edge -
understandi ng the technology today and seeing the intersection
and becoming first nover. Their program on the Shublik, Kingak
and the Hue began in earnest with the |easing obviously, but the
geo- mechani cal studies are scheduled for late this year and then
two full production tests are targeted for the January/Apri
2012 window - critical dates they are pushing hard for.

This is nore than just theory, he said. It is not a question
about whether these source rocks are viable or rich. There are
100 billion barrels of oil in place between Point Thomson and
Alpine fields - that's an observation not a guess. He expl ained
that only about 20 percent of the oil generated out of the
source rock actually makes it to a trap; and the balance is
their target. This is what is driving the plays in Bakken, Eagle
Ford and Marcellus. They have known this for a long tinme, but
haven't had the technology to get it out.

11: 03: 57 AM
SENATOR W ELECHOWSKI asked if he is saying their |ease has the
source rocks and that the oil in Prudhoe has mgrated from the

source rocks where their play is.

MR DUNCAN said, "Yes; that's correct. That's a perfect
summary. "

SENATOR W ELECHOWSKI asked if he thought only 20 percent of the
oil has mgrated and that there is a nmuch | arger reserve |left.
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MR. DUNCAN answered yes; expulsion and mgration science
suggests that 80 percent oil/gas is left in place in the source
rocks. The chal | enge for unconvent i onal resource pl ay
devel opnent historically has been an engineering exploitation
chal | enge: what percentage of that retained hydrocarbon they can
get out at commercial rates. That is where they are right now
They know the technology is available in Al aska; they know it
can be applied at the drilling depths where these rocks exist;
they know the thermal stress that the rocks in their acreage are
in right now and feel confident that they are optimally stressed
and ready to be exploited.

CO CHAI R PASKVAN foll owed up asking what percentage of the 80
percent of resource still in source rock is technologically
recoverable in the near term

11: 06: 10 AM

MR. DUNCAN answered that they base their recoveries on anal ogue
performance of the Eagle Ford Shale, specifically, because it is
remarkably simlar in lithology and mneralogy as well as
organic richness to the Shubliks. The percentage of hydrocarbon
recovered is a noving target. Two years ago it was 3-4 percent;
now it's b5-6 percent and inproving. Technology in this
particular field is noving at a spectacular pace, and it's
driven by the success of the plays |ike Bakken, Eagle Ford and
Mar cel | us. So, t he expl oi tati on, reservoir stinulation
conpl etion and producti on t echnol ogi es are i mprovi ng
dramatically. Geat Bear is using 5-6 percent as their base
case, but their suspicion is that it will be higher than that by
the tinme they drill their full production test next January.

SENATOR W ELECHOWNSKI asked why they hadn't heard this from the
maj ors - ConocoPhillips, BP and Exxon - who have been on the
North Sl ope for decades.

MR. DUNCAN went back to a slide of the Lower 48 10 years ago
with the names of the conpanies that drove the R&D behind the
scenes to make these plays viable; none of them were known at
the time. The conpanies that drove these technol ogies weren't
the majors then but they are now.

SENATOR THOVAS remarked that he didn't find that wunusual
because the same thing happened in the Fairbanks mning district
where poor miners were tronping around in the early turn of the
20th Century, chipping away at the rocks wth a pick and an axe
and now Fort Knox Mne and International Tower Hills Mne are
producing mllions of ounces of gold.
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MR. DUNCAN agreed with his simle. He said G eat Bear repurposed
a very good USGS study published in 2006 to build an
understanding of where the known source rocks are properly
thermally stressed today to provide an optimal target for oi
resource play developnent - and at sone point in the future -
gas devel opnent .

SENATOR THOVAS asked who actually drilled in that area
previ ously.

MR. DUNCAN answered the USGS study incorporated every known
penetration through the Shublik into the | ower-nost source rocks
and sone coals deep beneath the Ibishak (the primary reservoir
at Prudhoe Bay). These wells were for USGS stratographic test
wells done by Arco, BP and Texaco. About 150 base wells
penetrated the full section in and around their specific area
Their study was heavily focused on state |ands, because they
worried | ess about the NPRA when building the business case. So,
additional wells could be in the NPRA that he hadn't studied as
wel | .

11:13: 30 AM

SENATOR THOVAS said approximately 100 billion barrels of
equi val ency (BCE) has already been discovered just north their
acreage and asked who that | ease bel ongs to.

MR. DUNCAN answered that would include the oil and gas in place
at Point Thonson, Prudhoe, Kuparuk, Alpine and the satellite
fields associated with those accunul ati ons.

SENATOR W ELECHOWBKI clarified that the statement above that
says estimates of oil generated fromtheir targeted source rocks
approaches 1 trillion BCE.

MR. DUNCAN responded yes; the study is regional and that 1
trillion is North Slope-wide, ANMR to the western edge of the
NPRA and into the offshore - oil and gas.

SENATOR W ELECHOWBKI asked if he used the 6:1 ratio for oil to
gas equi val ent .

MR. DUNCAN nodded yes.
11:15:17 AM

REPRESENTATI VE SEATON asked if his estimate was for extractable
or in-place resources and if it was in their |eased area.
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MR. DUNCAN answered these nunbers are reserve estimates on their
| easehold which is in pre-award status. Final word should be
comng out in the next nmonth or so. The P50 reserve estinmate is
on their |leasehold only and only one source rock is being
devel oped with a specific drilling density.

MR. DUNCAN reviewed his slide of the three primary source rocks
- the Shublik, Kingak and Hue. They are well-known and well
mapped; their distribution and geo chem cal characteristics have
been effectively proven. They know from various studies, not the
least of which is the USGS study, what they had already
di scussed at length. These are the primary source rocks on the
North Sl ope. The Shublik rocks provided about 60 percent of the
oil at Prudhoe Bay and the bal ance canme from the Kingak and the
Hue. The relative mx of oils in Kuparuk and Al pine and other
fields varies anongst the three. The richest source rock on the
North Sl ope and one of the richest source rocks in North Anmerica
as well as the world is the Shublik Formation, and that is their
primary target. But, he enphasized again, that they believe that
the Kingak and the Hue individually could support an
unconventional resource play devel opnent on their own. The fact
that they have three on the North Slope provides a truly
extraordinary opportunity. You don't get that in south Texas,
t he Bakken or in the Marcell us.

CO CHAI R PASKVAN asked him to explain the correlation between
the Shublik and the Triassic age in light of his illustrated
rock col ums.

MR. DUNCAN explained that the Shublik is Triassic age (the
oldest), the Kingak 1is Jurassic age and the Hue/HRZ is
Cretaceous age (the youngest) and sets stereographically
shal lowest. So, from a drilling depth perspective, they wll
drill through the HRZ on the way down to the Kingak on the way
down to the Shublik.

SENATOR W ELECHOMSKI asked him for a one-mnute explanation of
exactly what Kingak and Shublik are.

MR. DUNCAN replied that all three units are shales; they're
bl ack nmud stones generally. The Shublik has a higher percentage
of cal careous-|li ke (carbonate limestone) units; always black and
organic-rich, a critical conponent for viable source rocks. The
Ki ngak is a regional black nud stone.
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SENATOR W ELECHOWSBKI asked if it is accurate that mllions of
years ago organic matter piled up and that forned the Shublik.

MR. DUNCAN answered yes; nobst source rocks are the product of
conditions that allow organic material to be deposited and
preserved, which is critical. Two-hundred mllion years ago, the
Jurassic margin was a south-facing ocean; the coastline was to
the north of the present day coastline of north Al aska and the
ocean opened deep into the south. The margin was characterized
by upwelling, which is simlar to conditions seen offshore of
California - organic-rich activity in the ocean. That nmateria
was deposited and preserved in a very thick section that covered
a huge area - what today is seen as the entire onshore fromthe
east NPRA to Cape Lisburne on the west and partially into the
of fshore north of the present-day coastline.

CO CHAIR WAGONER asked if Geat Bear would produce all three
zones or just the Shublik.

MR. DUNCAN replied that their initial production tests wll
focus on the Shublik, but in the wearly stages of their
exploitation planning they will want to get a good feel for what
t he Kingak and HRZ can do, as well.

11: 23: 24 AM

He "drilled down" into the technical case with a schematic
(slide 12) of the basin and said one of the critical things
about this basin that is so good, they believe, is the fact that
the source rocks are regional in extent. Al three are |ocated
everywhere they are |looking and all three in fact share a burial
hi story context - how the basin devel oped, how the rocks were
heated, and how they were driven towards oil and gas maturity.
As the Brooks Range elevated to the south and was eroded, the
basin that fornmed in front of it and the filling of it is what
drove the source rocks to their thermal maturity. He said the
seismc line is extracted through Geat Bear's |lease hold. He
related that the HRZ and GRZ refer to the sane rock unit in the
slides; it just depends on which conpany you worked for.

11: 26: 57 AM

SENATOR W ELECHOWSKI asked how putting a well into the Shublik
or the Kingak region is different from a putting a well in
Prudhoe. How nuch oil wll flow into that well conpared to a
wel |l in Prudhoe or Kuparuk?

MR DUNCAN replied the difference is that unconventiona
reservoirs either do not or just barely flow naturally. They
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require engineering stimulation in order to produce at
cormercial rates. Ten years ago these rocks would have been
consi der ed i nper neabl e.

Prudhoe is to the right of the truncation of the Shublik and
Kingak (slide 12). The trap at Prudhoe Bay is underneath the
| oner Cretaceous unconformity, which generates the angular
di scordance. Prudhoe in space would be about where the GRZ plus
Hue shale label is located. Not every well in the Prudhoe and
Kuparuk units drills through the Shublik and Ki ngak because it's
truncated and m ssing by the | ower cretaceous unconformty.

Interestingly, he said, interviews with nany geologists that
have done well site duty over the years (the state has plenty of
them) will tell them drill the HRZ because one of its
characteristics is that "it bleeds oil." It was a curiosity in

1982, but now it's a "flag" that the unit is potentially a
vi abl e unconventi onal resource devel opnment target.

11: 30: 05 AM

MR. DUNCAN provi ded maps derived fromthe USGS 2006 study; slide
13 was of the thermal maturity zone of the Shublik and Lower
Ki ngak representing the general area within which the Shublik
and the Lower Kingak are expected to be thermally stressed
optimally for oil, today - a good place to be. The green shading
across the map illustrated the "fairway." Geat Bear's |ease
hold was outlined in the mddle of the mp in the area
i mredi ately south of Prudhoe and Kupar uk.

CO-CHAIR PASKVAN asked him to describe how the TAPS |Iline
correlates with G eat Bear's | eases.

MR. DUNCAN replied that the precursor planning in the business
devel opment plan |ooked at possible routes for produced
hydrocarbon and recogni zed the benefits of |easing adjacent to
the existing TAPS Haul Road for any nunber of reasons, not the
| east of which is ingress and egress across their field area. At
sonme point it may prove helpful in the context of noving oil
into the pipeline. He noted that the TAPS and Haul Road cross
the eastern side of their |easehold position.

11: 33: 17 AM

SENATOR W ELECHOWNSKI said it |looks like they |eased everything
to the south of the fairway, but what about the land to the
north and northeast of the Shublik that is out of the fairway?
s that for access purposes?
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MR. DUNCAN answered that the fairway as napped and interpreted
by the USGS is a "bracket of thermal maturity,” and G eat Bear
has a slightly, but inportantly, different interpretation.

CO CHAIR PASKVAN asked if t hat interpretation involved
proprietary data.

MR. DUNCAN replied not necessarily proprietary data, but a
different interpretation of the data as presented.

CO CHAI R PASKVAN said, for the listening public, that they were
| ooking at stratas below the surface that represent the various
unconventional oil play opportunities.

MR. DUNCAN said that is correct and the deepest target that they
will be working toward in the near future is the Shublik and
Lower Kingak that are effectively co-located and deposited on
top of one another. They are not separated by much space in a
vertical context. The Hue/HRZ is on the page 14 map and is the
shal | owest interval that they will be targeting. They wll dril

t hrough the HRZ on the way down to the Shublik and will probably
get a "pretty good feeling" for what it is going to do as they
pursue the Shubli k.

CO- CHAIR WAGONER asked if any of these unconventional plays in
any of the three zones is close enough to Prudhoe Bay that
perhaps one or nore of the majors mght explore the shale in
their areas - or is that even mature enough.

11: 36: 34 AM
MR. DUNCAN referred himback to the seismc |line on page 12 that
shows the Shublik, their primary target, is truncated and

m ssing under nost of the Prudhoe unit area. So, if the mmjors
were going to try this at all they would have to be targeting
the HRZ. He reminded them that a critical piece of this puzzle
is thermal maturity and that generally cones wth depth of
burial in this basin and npbst of the rocks in Prudhoe are
thermal Iy i mmature.

REPRESENTATI VE SEATON asked if the reason their initial play is
the Shublik is because the analysis of Prudhoe indicated that 60
percent of its materials cane out of it. So that seens to be the
nore productive play out of their area.

MR. DUNCAN responded that the Shublik is the "star" of the three

source rocks. That is a proven fact based on the very detailed
anal ytical geo chem stry and chem stry work done on Prudhoe oils
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and understanding of the geo chemistry of the source rocks and
t he subsurface.

11: 39: 42 AM
SENATOR W ELECHOABKI asked to go back to slide 12 and asked if
the way the technology works is that they would drill down into

the Shublik region and then start going horizontally fracturing
the rock as they went al ong.

MR. DUNCAN replied that was correct in general.
SENATOR W ELECHOWBKI asked how far they can drill horizontally.

MR. DUNCAN replied that will depend on the rock nechanic studies
that they intend on prosecuting later this year - shallow core
holes wth rock sanples and detailed studies on rock
conpressibility, sheer strength and things of that nature. But,
if they use the analogue as a working nodel they would expect
nost of their laterals to be 4,000 to 6,000 feet in |ength.

SENATOR W ELECHOWEKI asked if drilling horizontally along the
Shubl i k woul d cause any subsidence that would inpact the GRZ at
all.

MR. DUNCAN replied that he considered the potential for
nmechani cal conpaction of the section over that thickness to be
unlikely. When extracting fluids from a rock, pore spaces are
made, but in a bulk rock volune context, it's a very snall
percentage of the total bulk rock volune that would be
extract ed.

11:41: 34 AM
SENATOR W ELECHOWSKI asked if they are concerned about getting
into aquifers or anything of that nature in this area.

MR. DUNCAN answered that is an excellent question and technol ogy
has gone a long way in just the last year when it cones to frac
fluid chemstry. Inportantly, the conpanies they are dealing
with are right at the forefront of technol ogical devel opnent,
not just the physical punping of fluids, but also in the
chem stry of the "makeup gels.” Many are FDA approved and
conparatively benign to what was seen a few short years ago, and
inmportantly, they are separated from the base of permafrost by
at least 5,000 feet. There is no potable water aquifer on the
North Sl ope and their area doesn't have any urbanization.

11: 44: 23 AM
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MR. DUNCAN said they feel "very bullish"” about all three zones,
but they will start with the Shublik initially; but all three
deserve an exploitation strategy. He wanted people to know how
inmportant this area is. The Brookian area is at |least as big as
the Marcellus Fairway in the Appalachian Basin and several
factors larger than the Eagle Ford in south Texas. From a pure
geographic perspective it's an "extraordinary circunstance."
It's inportant to recognize what that can eventually translate
into for Alaska as a global resource player - not conpeting
agai nst North Dakot a, the Eagle Ford or the WMarcellus
necessarily.

11: 45: 04 AM

Looking at a few netrics to establish a confort level with a
hi gh perform ng anal ogue, M. Duncan said the TOC (total organic
carbon) average for the Shublik, Kingak and Hue conpared
favorably with the Eagle Ford in south Texas, which by anybody's
estimation is the hottest play in North Anerica. They believe
that individually their plays wll perform as well; and
collectively there is every reason to expect a superior outcone.

SENATOR W ELECHOWBKI said Shublik has a 4 percent TOC, Kingak
has 5 percent and Hue has 4.5 percent and yet he says Shublik is
the "super star"” and yet it has the |owest carbon content. Wy
woul d that be?

MR. DUNCAN replied the Shublik has delivered nobst of the
hydr ocarbon to Prudhoe Bay froma "kitchen" that sits underneath
their |easehold for a nunber of interesting reasons, one of
which could be its linmestone content. Some of the vagaries of
mgration theory my allow it to expel and mgrate nore
efficiently. It is also a very thick section. So, 150 neters at
Shublik at 4 percent is better than 50 neters at Kingak at 5
per cent .

11:48: 11 AM
CO CHAI R WAGONER remarked that Great Bear is dealing with three
different zones in Al aska, but Eagle Ford has only one zone.

MR. DUNCAN responded that was correct, but Eagle Ford is a thick
zone. He went on to Geat Bear's Vision saying they aim to be
t he | eading unconventional oil and gas producer in Al aska. Their
| easing focused very heavily on good science and they are
reasonably proximal to infrastructure as they bracket the
pi peline. They see every reason to believe that these rocks wll
produce at commercial rates. They believe that effective and
efficient developnent of their resource base from their
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| easehold alone provides a "growing and stable forecastable
energy and economc future for the State of Alaska for the next
50-plus years - effectively in the near term reversing the
state's oil production decline."

MR. DUNCAN said it's an interesting notion that can be applied
to conventional exploration and developnment as well, but
particularly, this is an incredibly "scal able" business. He said
their program in phase 1 has planned 200 wells per year for 15
years. That's 3,000 wells providing a peak phase 1 production
rate in excess of 300,000 barrels - and a long-term over the
hori zon steady production profile of 150,000 barrels a day a
|l ong way out. Because of the nature of this play, they are not
dealing with a conbined structure with a reservoir limtation

they are talking about a piece of geography that is 500,000
acres that in phase 1 will be drilled at 160 acre spaci ng. Based
on analogue they already believe that ultimately every single
one of these source rocks will be devel oped probably on an 80-
acre spacing. Geat Bear has three. |If the state needed 1
mllion barrels a day, the play could deliver it if the wells
were drilled. Their program is not confined by a structural
[imt like at Prudhoe, Kuparuk, Point Thonmson or Alpine. It's
all about drill out, the rate, and the density of the well
spaci ng.

SENATOR W ELECHOWSKI asked if he expects to have a total maxi num
nunber of 3,000 wells in 15 years and about 5,000 barrels per
day from each well.

MR. DUNCAN answered not 5,000 barrels a day, but 500 barrels a
day.

SENATOR W ELECHOWSKI asked if this is so good, why they wouldn't
drill 1,000 wells in the first year. Qobviously they want to test
it, but once it's working, why scale the project out over 15
years?

MR. DUNCAN answered that 200 wells a year is a lot, but it's
scalable if the capital, the developnment infrastructure and the
ability to nove that produced oil into the pipeline are there.
They are not waiting for anything from a technol ogy perspective
and it will be better one year fromnow than it is today.

SENATOR W ELECHOWSKI asked if there were sone concerns about
doing this in a very cold weat her environnent.
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MR. DUNCAN answered - no concerns. The winter tenperature in
western Canada is not dramatically different than the North
Slope. Drilling and fracing technology is used on an everyday
basis in the northeast of the U S. Froma fluid flow perspective
they will have a netallurgical limtation on their equipnent,
whi ch already exists, before they will actually stop producing
because of the inability to flow fluids fromthe subsurface.

11:54: 27 AM

REPRESENTATI VE SEATON said he appreciated their aggressive
schedul e, but could they truck oil into TAPS by 2012 possibly
using existing infrastructure or does he anticipate processing
facilities on their own?

MR. DUNCAN replied initial production rates in the testing phase
don't warrant a separate production facility, either processing
or punp station. But certainly even in a phase 1 they should
consider that to effectively get the flow of oil into TAPS
unencunbered. In a few slides they would see what G eat Bear
beli eves phases 2 and 3 may look |like and what it could deliver
to the state. That's why they need to work closely with the
state to make sure the full benefit of this type of resource
pl ay devel opment can be had.

SENATOR W ELECHOWSKI asked what kind of investnent team G eat
Bear has.

11:56: 49 AM

RYAN MOYNAGH, Vice President, Finance, and CFO Geat Bear
Petroleum said to date they have enbarked on an aggressive
financing strategy. The conpany is fully funded through proof of
concept and has a share registry that is very supportive and
provi des access to very deep capital sources. But over the
course of the next year or two as they develop their technical
and operations environnent, before the comerciality case of the
project is fully devel oped, the capital resources to devel op and
prosecute this devel opnent plan will be in place.

CO CHAIR PASKVAN asked if it's fair to say that the drilling
operation is nmeasured in billions of dollars a year.

MR, MOYNAGH answered, "Absolutely." They are still trying to
refine the costs at this point. Al aska presents a nunber of
operational challenges which do not exist in the Lower 48, but
one thing they are certain of is that the costs to drill the
necessary wells will be nore expensive than the in the Lower 48.
Their current rule of thunb is approximately $10 nillion per
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well and that would necessitate a $2 billion investnent per year
just in drilling expenses over the course of their program

11:59: 24 AM

MR. DUNCAN went to the nmap on page 19 with their vision. He said
the technical work has been done by them and others, but nuch of
the other work has been repurposed to support this play. It has
led them to this substantial |easehold position that they
bel i eve provides an opportunity for the state to realize steady
production over the horizon from a single source rock
devel opment. He described the scaling up phases:

-Phase 1: one source rock drilled at 200 wells a year
for 15 years = 3,000 wells at 160 acre spacing.

-Phase 2: sane source rock, 200 wells a year but at 80
acre spaci ng.

-Phase 3: a second source rock at 200 wells a year for
15 years = another 3,000 wells - 9,000 total wells
drilled between full field devel opnent sanction 2013
and 2016.

He said they could grab the upward incline of their drill out,
that point where they hit 9,000 wells and drag it to the left to
accelerate the program That tilts the production profile up and
bolts their production profile onto the existing Prudhoe,
Kuparuk, Al pine decline. They could quite conceivably rebuild
the production down TAPS to well in excess of 1 mllion barrels
a day. They could do that relatively quickly if the programis
accel erat ed.

What they have proposed is predicated on the 200 wells per year
drill out, a decrease in well spacing to 80 acres, which he
t hought would ultimately happen, and addi ng one nore source rock
to the mx (either Kingak or HRZ). Inportantly, they see steady
sust ai nabl e long-term production from their acreage of nearly a
half mllion barrels to the state that effectively runs out over
t he hori zon.

CO CHAI R WAGONER asked how many rigs they would need to dril
200 wel | s per year.

MR. DUNCAN answered that the performance netrics they are using

early in the program are not those that will be achieved after
t hey get under way. Right now from their anal ogue a 14,000 foot
measured depth well in the Eagle Ford (vertical and horizonta
leg) is being drilled in 21 days - extraordinary performance.
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So, he believed that 200 wells a year would take at |east 20
dedi cated rigs, and many of them would be "new build."

12: 06: 22 PM

The power of the potential production profile (slide 20) he said
is self evident, not just in the near term increase of oil to
TAPS, but long term production into TAPS or a sister line since
they are proposing a serious length of time. The ability of the
state to forecast revenue forward wth stable long term
production that is scalable is a powerful piece of business, he
poi nt ed out.

Slide 21 showed a sinplified project developnent tineline. M.
Duncan said that today Geat Bear is actively working with their

service providers, regulatory and permtting experts, drilling
and conpletion experts on the prediction box, drilling their
core holes, taking rock sanples, doing the rock nechanic
studies; these will be turned straight around with no lag tine

into the frac design to be prosecuted in the January/April 2012
w ndow. Wth good results from their full production tests in
2012 they could sanction full field devel opnment for 2013. Their
service providers are the largest in the world; they have net
with and talked through the play. Everybody is hands on,
phil osophically aligned, and understands the challenges. The
reception has been extraordinary and everybody is ready to do
their part. Wien he looks at this play it's not so much about
how much they have to gain, but rather about how nuch they have
to lose if they don't pursue sonething like this. The volunetric
outcone wll exceed the conventional exploration production
targets on the North Slope - in their opinion.

MR. DUNCAN said the easy conventional oil has been found and the
remaining large volume potential in the North Slope as wth
every other basin in North Anerica is unconventional oil and gas
and coal bed net hane.

12:09:11 PM
CO CHAI R PASKVAN asked what Al aska m ght expect as far as others
interested in these resource plays.

MR. DUNCAN answered their peer conpanies that hold acreage on
the North Slope that will be viable for this play at the very

| east have beconme aware of it if +they weren't already.
Col l ectively, the industry will react and nove positively to get
this play under way. He also suspected that the response in the
upcom ng |l ease sales will be a lot different than those over the

| ast few years.
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He has been quoted in "Petroleum News" as stating that conpanies
that do their science well will have major leasing just as G eat
Bear has. Conpanies that don't do their science very well wll
probably look like wld-eyed speculators and then there will be
a bunch of folks in between. Fortunately, Alaska has good
pl ayers, and he was sure their peer group conpanies wll becone
active in this.

12:11: 37 PM

He said Geat Bear believes the ability to deliver
unconventional resources to the market rests primarily on
commercial risk, the key hurdle in any unconventional play. They
understand the geology of this play and feel confident along
with their key technol ogy thought partners and service providers
that the technology is applicable. It's certainly available and
they see no overt reason why these unconventional resource plays
will not work.

12:12: 21 PM

Significant challenges do exist and certainly the state and
industry need to work on them together. This is a play Ilike
devel opnment of Prudhoe and Kuparuk; it requires 365-day ingress
egress. "You can't develop this play with ice road technol ogy;
it simply will not work." Access to infrastructure, pipelines
and water disposal facilities needs to be reasonably assured.

SENATOR W ELECHOWSKI said he wunderstands that these type of
wells require mllions of gallons of water and asked if that is
true where they will get the water from

MR. DUNCAN replied that mllions of gallons of water per well is
not accurate, but it is a water intensive program Fortunately
t echnol ogy devel oping today allows for recycling of frac water,
whi ch reduces water need significantly. Additionally they have
held neetings with the DNR Water Resources folks in Fairbanks
and have talked about water access and needs with virtually
every service provider that is going to be involved in this
play. They believe there are adequate water resources on the
North Slope both from the Sag River as well as surface water.
But inportantly, as this play develops they my well see
accessing subsurface water from sone of the brackish aquifers
not suitable for drinking or agricultural wuse. These water
resources may be perfectly adequate for making up their frac
fluids and that could definitely change the bal ance of surface
water use in this program It's a challenge and they are working
on it.
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REPRESENTATI VE SEATON said there has been prior reference to the
depth of permafrost and then a water l|ayer that interfaces as
one gets deeper and he asked if they are considering using that.

MR. DUNCAN answered yes they have contenplated it, but they are
not actively studying it. It will be in the mx over this year
as they begin to identify reasonabl e water sources.

He said Alaska is a resource base that is global in scale; it's
an international oil and gas player. Access to capital, interest
in investnment, activity in the state shouldn't be dependent on
conpetition from North Dakota. Geat Bear is built around
buil ding Al aska back to where it should be - not preoccupied
with North Dakota or other U S. plays.

12:18: 16 PM
Slide 27 showed the gas wedge and he said they believe sonething
simlar to it wll happen with unconventional oil. The shal e gas

to contribute 45 percent of the U S. supply by 2035 is a reality
and they are seeing novenent |like this in the oil front as well.
They believe that unconventional oil wll have a simlar growth
to gas. Shale gas is driving US. supply growth; but they know
the picture for gas in Alaska is conplicated. The slide is neant
to illustrate the viability and the effectiveness of the
technology in delivering very large long |ive volunes of hydro
carbons out of rocks that just not too | ong ago were waste.

Slide 28 was a case study of the Bakken shale and its huge
i npact on the econony. Great Bear's inpact on Al askan job growth
and the econony is self evident if they deliver those kinds of
volunes to the pipeline. It will be huge. They are not talking
about just truck drivers and rough necks on the Slope, but
teachers and grocery stores, Hone Depots and WAl-Marts and the
like. But the performance netrics of these resource plays in the
Lower 48 are becoming well known and are spectacular - 13,000
new jobs in North Dakota created between 2005 and 2009. The
nunber of active wells has gone from 3,391 in 2005 to 4,190 in
2009 and they have heard recently that in the Bakken, 350 wells
per nmonth are being conpleted. An average of 47 new jobs per
well are being created and at 3.6 percent it has the | owest
unenpl oynment in the nation.

The inpact of the Marcellus Shale is spectacular on slide 29 -
West Virginia and Pennsylvania - beautiful states with a |ong
history of oil and gas exploration and devel opnent, a |ot of
coal influence in decision making, which conplicates the picture
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for an aggressive oil and gas developnment program But the
i mpact on those states' economies is spectacular - $8.5 billion
in 2009 and the nunber of jobs created - anmazing.

12: 23: 42 PM

MR.  DUNCAN described slide 30 naned "Case Study: Al askan
Shales.” It highlighted the questions and fears about this kind
of program that nostly concern infrastructure build out. Phase 1
with 3,000 wells will have a certain road and pad network
associated with them Al the other wells drilled in Phases 2
and 3 will use those sane roads and pads tightening the well

space to 80 acres with laterals while exploiting one additiona
source rock with not one nore pad required. This allows themto
anortize the inpact over a very large nunber of wells and to not
increase their surface footprint at all. This is a spectacul ar
point that they have to keep in mnd when thinking about this
project. He said this action profile is based Eagle Ford
anal ogue performance netrics from a year and a half ago, not
plucked out of thin air. They expect better than this
performance, but he wanted to use it as a tal king point for now

CO CHAIR WAGONER asked what level the price of oil has to be
mai ntai ned at for this project to go forward.

MR. MOYNAGH answered that the breakeven price of their project
is uncertain at this point in tinme. There are a nunber of
vari ables concerning the capital requirements and terns that

wll be made available to them One thing is quite obvious that
the initial stages of the project - based on $2 billion per year
for a 15 year period - wll have considerable costs before the

project starts becomng self financing. Getting a feeling for
that precise nunber is sonething they are aggressively pursuing
with all the service providers. In sourcing the capital they
have to present a commercial case that is relatively attractive
vis-a-vis the other opportunities that exist in the oil and gas
sector. While they are working hard within the context of the
environnment that exists at this point in time to try and nake
that argunent, at this point, they aren't able to present a
commercial case to their investors.

12:27: 58 PM

SENATOR THOVAS asked if they estimated the nunber of wells
drilled per year when they found out when Doyon and Nei ghbors
were conpleting their wells.

MR. DUNCAN asked if he was tal king about drill time or costs or
bot h.
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SENATOR THOMAS replied both.

MR. DUNCAN replied that Prudhoe Bay is considerably shallower in
general. The average vertical depth of the reservoir is |ess
than what they are going to be dealing with, so the drill tine
is less. But he said the performance netrics of the new rigs
that are being used in the Lower 48 to develop this play are
considerably better than the vintage rigs that tend to be
resident in Doyon and Neighbor stables (although the equipnent
is very good for what it is purposed to do). Cost wise there is
a big difference in an 8,000 foot vertical well and a 4,000 or
6,000 lateral with a nulti-stage frac. Conpletion work in an
unconventional play is nuch nore expensive and engineering-
i ntensi ve than conventional conpletion in a standard sense that
is done in sandstone reservoirs that are in Prudhoe and Kupar uk.

SENATOR THOVAS said he supposed they not only needed an
aggressive schedule for drilling if they have potential first
delivery to TAPS in 2012, but also for convincing people. He
asked what he neant by "access to infrastructure, pipeline and
wat er disposal facilities" on slide 24. Did he expect sone if
not all of the roads to be acconplished in partnership with the
state of Alaska or should the state provide it all with existing
conpani es that already have sonme of those facilities? That also
has a potential long lead tine. How do you get there in two
years? Are they going to have joint use agreenents wth the
ot her existing parties at Prudhoe Bay?

MR. DUNCAN answered that he hit on a nunber of things that they
are working on. They hope the state is an active partner in
their roads to resources nodel. The 200 wells per year neans siX
tracts are being developed annually at 9 square mles per state
tract and 4 wells per square mle (36 wells per tract). So, 6
tracts per year deliver those 200 wells. It's not an expl osion
of activity across the 500,000 acres; it's an "inchwornt that is
nmoving in a very neasured way 6 tracts at a tine. Initially,
they are giving heavy consideration to paralleling their early
activity adjacent to the existing TAPS Haul Road; t hat
facilitates ingress/egress novenent of early production via
truck. The production in 2012 will be oil produced from test
wells, not full devel opnent-sanctioned devel opnent wells. In an
ideal world with great results for their early devel opnent
tests, about this tine next year they will be noving with haste
to put a full field devel opnment plan in place. They are talking
to the DNR and Division of Gas about what that neans as far as
pace of surface facilities, roads and build out and naking sure
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they have clear comrunication. There is plenty of room for
i ncorrect speculation about what the surface inpact wll 1ook
like and the pace at which it wll evolve when they start
tal ki ng about 3,000 wells.

12:34:11 PM

SENATOR W ELECHOWBKI said this is an exciting presentation. Five
years ago no one was tal king about shale gas in the Lower 48 and
they have seen what is happening there. A DNR slide |ast week
indicated a 350 percent ROR for a few fields in Bakken and he
didn't think Al aska could get that because |abor is higher and
we don't have the infrastructure. But Alaska can probably get
100- 200 percent ROR based on nodeling done in Prudhoe Bay where
BP is getting 123 percent with $80 barrel/oil.

He the state could lower its tax rate to zero and still not get
a 350 percent ROR How does Al aska conpete with those other
states because of the higher costs? He said the Governor's

proposals lowers taxes by $2 billion a year, but Geat Bear
needs $2 billion and he would rather have the state invest in
t hat .

12:37:16 PM

MR. DUNCAN responded that they really appreciate the opportunity
to talk to them about what they perceive to be the nost exciting
oil and gas exploration and devel opnent program that Al aska has
seen in a very long time. He added that their peer group
conpani es and conventional explorers and devel opers on the North
Sl ope have a role to play, too, but in the context of the nulti-
billion barrel prize and providing material volume to TAPS that
not only addresses the viability challenge of the pipeline but
al so provides a real opportunity to reverse the decline and a
steady state forecastable production rate, this is the direction
he believes the industry in the state has to - not should or
m ght - has to go.

REPRESENTATI VE SEATON said he was pleased to hear him say the
state of Alaska should not be just focused on conpeting wth
another state and he asked if he heard M. Duncan say that
credits upfront to help with the drilling costs and reasonabl e
life expectancy for the duration that those credits would be
avai l abl e are beneficial to themto get investnent.

MR. DUNCAN replied that he didn't recall discussing the
investnment credits during the presentation, but certainly
i nprovenent in the state's fiscal regine in sonme formor fashion
is beneficial to Great Bear, but elenents of the existing regine
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present challenges in their comercial nodel. They are green-
field explorers and don't have a bank of production against
whi ch they play. They are new ventures, green field drillers and
devel opers. They are new oil and their view of what facilitates
them executing is biased towards incentives that address the
green field exploration and new oil devel opnent.

REPRESENTATI VE SEATON said he was renenbering from other
conversations and didn't nmean to raise another issue and asked
if he was hearing that the roads to resources and pernitting to
allow that to go forward is going to be really critical to
advancing their project.

MR. DUNCAN replied that clearly the state assisting by directly
investing or any nunber of other vehicles to facilitate
construction of developnent infrastructure is of great benefit
to them It allows the play to be accelerated rather than creep
forward, and it's critical.

CO CHAI R WAGONER asked how | ong phase 1 will take.

MR. DUNCAN replied 3,000 wells would take 15 years at 200 wells
per year.

SENATOR THOMAS asked if he knew the date of the chart derived
from Wwod MacKenzie on slide 25 and where the title "Ability to
Execut e" cane from

MR. DUNCAN replied the first tine he saw this presented by Wod
MacKenzie was at the "Meet Al aska Conference" about one nonth
ago.

MR MOYNAGCH answered that the title of the slide is from G eat
Bear, not Wod Mackenzi e.

SENATOR W ELECHOWSKI noted for the viewing public that this
chart had Yenen, Tunisia, Libya, Egypt and Pakistan all ranked
hi gher than Al aska, and he didn't know how many oil conpanies
woul d want to be doing business in those countries about now.

12: 43: 56 PM
CO CHAI R PASKVAN finding no further questions thanked everyone
for their presentations and adjourned the neeting at 12:43 p. m
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