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ACTI ON NARRATI VE

3:34: 45 PM

CO CHAIR THOVAS WAGONER called the Senate Resources Standing
Commttee neeting to order at 3:34 p.m Present at the call to
order were Senators MQiire, Stevens, Welechowski, Co-Chair
Paskvan and Co- Chair \Wagoner.

Presentation: Cook Inlet Activities
by Buccaneer Al aska, LLC

3:35:40 PM

CO- CHAIR WAGONER invited Buccaneer to conme to the table and
asked M. Landt to first discuss the announcenent about the Arny
Corps of Engineers permtting on the National Petrol eum Reserve-
Al aska (NPR-A).

MARK LANDT, Vice President, Land and Business Devel opnent,
Buccaneer Al aska, LLC, explained that Buccaneer has an on-going
3D seismc program associated with their Kenai Loop discovery
and they had sonme activities in January in advance of the
permt. They have subsequently received that permt from the
Arnmy Corps of Engineers saying there were no adverse inpacts not
only from the preexisting activities but also from the future
activities. So Buccaneer is nmoving full-speed ahead.

3:37:52 PM

JIM WATT, President and Chief Operating Oficer, Buccaneer
Al aska, LLC, Houston, TX, said he would talk about their current
activities and how things will nove forward in the years to
conme, although he couldn't give any assurances that any forward
| ooki ng statements would actually be achi eved.
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He stated their core focus areas are Al aska on-shore, off-shore
and the Endeavor jack-up rig; the conpany also has activities in
t he Lower 48.

On-shore, he said, Buccaneer has 66,000 gross acres under | ease
and they made the Kenai Loop discovery that is now under
devel opnment. They are shooting 3D there now and hope to nove
forward by drilling three to four nore wells this year. West
Ni colai Creek is another area on the west side of Cook Inlet
where they are focused on gas and hope to shoot a seismc
program later this year and drill a well next year.

O f-shore, M. Watt said, Buccaneer has 16,000 acres under | ease
in tw state wunits. Mul ti-paying horizons are close to
infrastructure there, a key to production of near-term gas. A
purchase sale agreement was recently nade in the process of
acquiring Cosnopolitan from Pioneer QO I.

MR. WATT said they see the jack-up rig as a strategic asset for
both the Cook Inlet and the Chukchi Sea; it can operate in both
environnments for not only Buccaneer, but other operators. It is
being upgraded in Singapore now, and wll start working in
Al aska in June 2012; they plan on keeping the rig in Al aska for
the long term

3:40: 02 PM

In the Lower 48, M. Watt said, their prine upside is in the
@ulf of Mexico where they have operated for five years. They
al so have an on-shore oil devel opnment in Lee County.

3:40: 25 PM

MR WATT said he wanted to cover the overview of Cook Inlet
devel opnment projects that include:

- Kenai Loop Onshore

-Cook Inlet offshore

-Jack-up acquisition

He said this neans nore jobs and a grow ng econony for the Kenai
Peni nsula and energy security for Alaska. Buccaneer's progress
since opening offices (slide 4) was as foll ows:

-Spent over $25 million in the |ocal econony

-H red over 130 vendors and contractors

-Drilled two wells

- Conpl et ed purchasi ng Endeavor

-Di scovered the Kenai Loop with about 50 bcf/gas

-Entered into a revolving credit facility based on ACES for $50
mllion
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-25 square mles of 3D seisnic shoot underway
-Entered into PSA with Pioneer to acquire Cosnopolitan | eases

3:42:03 PM

He noved through Buccaneer's developnments in Cook Inlet,
reviewing slides 5 and 6. The Kenai Loop is a proven success not
only in reserves, but also in the fact that they were able to
| ease, permt and drill it in less than one year, which speaks
well in terns of Buccaneer working with the | ocal comunity.

He said production began in January 2012 and sone start up
chal | enges devel oped related to gas hydrates, because pressure
in the well was so high, but they worked through that and have
been producing about 5 mtf/day for about 5 or 6 weeks. They
have a conmtnment to start delivering 5 mctf/d to Enstar
starting April |. Wth additional drilling in May they hope to
ranp production up to 15 mmtf/d by Cctober of this year.

3:44:19 PM
CO CHAI R PASKVAN asked him to explain what "comm tnent vol unme up
to 31 bcf" nmeant on slide 6 and how that will change over tine.

MR. WATT answered that at this point in tine they have drilled
their first two wells and their reserve base - proved, devel oped
and producing - is 10 to 12 bcf/d. That is where their 5 mtf/d
commitment is coming from As additional wells are drilled, that
will go up increnentally to 15 mmtf, but reserves will go up as
well. So, they have commtted selling 31 bcf to Enstar out of
the Kenai Loop Field. If the field has 50 bcf, 20 bcf is not
commtted at this tinme he reported.

3:45: 20 PM

Slide 7 showed Northwest Cook Inlet where Buccaneer has had
third party reserves in all their areas. Mt of it is gas and
they see 200 to 300 bcf. They were conmmtted to two wells this
year, but they have until 2014 to neet those conmtnents. They
are well along their way on permtting and it should all be in
place in 30 to 45 days.

O f-shore, M. Watt said, Southern Cross is being drilled wth
t he Endeavor jack-up rig. They have good 3D well control and 13

mllion barrels of oil wth the possibility of another 27
mllion barrels. This area is primarily oil and they hope to
have both wells drilled by 2014. Buccaneer can easily drill a

couple wells a year.

3:46: 57 PM
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MR. WATT said back on-shore, Wst N colai Creek Field is a gas
opportunity close to infrastructure and close to Aurora's
Nicolai Creek Field. Buccaneer plans to drill and tie that
production back in that facility; so that area will have m ni na
i npact. They hope to shoot seismic this comng wnter season and
drill a well in 2013.

He said West Eagle (slide 10) at 50,000 acres was their |argest
acreage position. It could have over 100 bcf and 30 mllion
barrels of oil. It's about six mles east of the North Fork
Unit, so they could tie into that area. They have recently
acquired and reprocessed all the seismc for the entire area and
are |looking to have their first prospect defined and drilled by
Sept enber 2012.

3:48: 29 PM

Their nost recent acquisition that they are hoping to close on
is the Cosnmopolitan Field owned by Pioneer that primarily
focused on the oil potential (slide 11). It is located on the
southern part of the Kenai Peninsula. Of-shore Buccaneer wl|
have a 25 percent working interest with Blue Crest Energy, the
partner; Buccaneer will be the operator. The devel opnent plan
for both on-shore and off-shore is to bring the production to
the facilities that have al ready been built on shore.

The off-shore shallow gas will allow production into the Enstar
gas pipeline. Wien Pioneer was |ooking at developing this field,
they did it with highly deviated wells from on-shore. Wth a
jack-up rig they will be able to drill vertical wells, drill
t hrough the gas colum and hopefully prove it up; it is an area
they think could have up to 90 bcf of gas and gas that could be
produced in 18 nmonths. They were planning to drill their first
wel | during the winter season of 2012 starting in Novenber.

3:50: 08 PM
SENATOR STEDMAN j oi ned conmitt ee.

MR. WATT said they have a fairly aggressive tineline for the

Kenai Loop where up to four wells wll be drilled this year.
Along with the on-shore developnents in Wst Nicolai and West
Eagle, they will drill Southern Cross and Northwest Cook Inlet,

i ncluding the Cosnopolitan Field this year and into next year.

3:51: 03 PM

He said the Endeavor jack-up rig is co-owned through Kenai
O fshore Ventures (KOV). It's owned 50/50 by Buccaneer Energy
and Ezion Hol dings (Singapore listed). They hope to have the rig
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ready for drilling activities in the Cook Inlet by early July.
It will be operated by Archer Drilling that operates over 100
rigs around the world. They work in hostile environments and are
performng rig nodifications that are suitable to the
environnment. Their safety record is very good.

3:52: 24 PM

In closing, M. Watt said, the key for investnment for Buccaneer
and other oil and gas conpanies is stable fiscal ternms. That is
what will attract and retain capital investnent. Long-term they
| ook for increased drilling in Cook Inlet that will increase gas
reserves and gas production to the point of not only satisfying
the | ocal Southcentral market but the Fairbanks market and the
potential to continue the LNG export with tine.

SENATOR W ELECHOWNSKI asked if Cook Inlet had enough gas to
sustain a gasline to Fairbanks over the long term

MR. WATT replied yes; the USGS has estimated Cook Inlet has up
to 19 tcf/gas and that is nore than enough gas to satisfy the
demand Fai rbanks has over the long term

3:54:20 PM
SENATOR FRENCH j oi ned the commttee.

3:54: 38 PM
CO CHAI R PASKVAN asked what an expansion of the narket does in a
pragmatic way to Buccaneer if they want to continue exploring.

MR. WATT answered one concern is that they will find too much
gas, especially with the tw jack-up rigs. Cook Inlet has
historically been a gas stranded basin and it has taken decades
for that to turn around. Once the | ocal market of 50-75 mmcf/day
is satisfied, additional markets will need to be found if nore
di scoveri es are made.

SENATOR DYSON j oi ned the conmitt ee.

SENATOR W ELECHOWSKI asked if a gas pipeline were to be built
from the North Slope to Cook Inlet, would that help or hurt
expl oration prospects in Cook Inlet or have no inpact.

MR. WATT replied if that would happen over the next 18 nonths,
it would have a mpjor inpact to the Cook Inlet. He saw the
pipeline from the North Slope as being at least a 6 to 10 year
type project. In the near term the focus should be to explore
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and find gas in Cook Inlet, but the overall view should be that
there is roomfor both.

CO CHAI R WAGONER asked what water depth the Endeavor can go to.

MR. WATT replied that the rig is classed to drill in 300 ft. of
water. He explained that this rig was selected because the
deepest water in Cook Inlet is 300 ft. The rig was al so sel ected
so it can cantilever over all the platforns in the Cook Inlet.

CO CHAIR WAGONER asked with that 300 ft. depth available, if
Buccaneer had any plans for the federal sale that will happen in
the southern part of the Inlet in the near future.

MR. WATT answered Buccaneer has |ooked at all the opportunities
in the Cook Inlet, including federal waters.

3:58:33 PM
SENATOR FRENCH said he spent five years on platform A and
probably painted it.

CO CHAI R PASKVAN asked, assuming that only half of the USGS
estimate of 19 tcf comes to fruition, how many decades that
woul d supply | ocal homes and busi nesses.

MR. WATT answered that was "a bit of a hypothetical," but the
way to look at it was that the curulative production in Cook
Inlet is 8 tcf/gas, so if you discover 9 tcf/gas, you have at
| east 40 years or nore of production. A lot of that 8 tcf
actually was exported, so it's decades of gas for the |[ocal
market - if it's the only market.

4:00: 11 PM
CO CHAIR WAGONER asked what the west side needs in order to
encourage nore exploration activity - in the way of docks,

airport and roads.

MR. WATT replied that one recomendation is a road along the
west side. Logistics is a high cost factor in general in Al aska,
but there in particular.

CO CHAI R WAGONER asked his thoughts on a bill in the legislature
giving the jack-up rig credit to the rig operator and not the
owner .

MR. WATT answered when the original special credits bill cane
out, they were surprised that a jack up rig would be uniquely
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qualified to drill the special credit wells as opposed to any
jack up rig, because they are really giving the owner of the
jack up rig, being a service conpany or whonever, that benefit.
The credits obviously need to be driven by the operator in Cook
Inlet and not by the rig owner.

CO- CHAIR WAGONER thanked him for nmaking this presentation
saying to keep in mnd this is just the start of what is
happening in Cook Inlet.

4:03: 34 PM
At ease from4:03 to 4:04 p. m

Presentati on: Cook Inlet Activities
by Furie Operating Al aska LLC

4:04: 46 PM
COCHAIR WAGONER said the commttee would next have a
presentation by Furie on its activities in Cook Inlet.

DAMON KADE, President, Furie Operating Alaska, LLC (fornerly
Escopeta O | Conpany), League City, Texas, said he had been with
conpany since Decenber 2011. Last year they brought the Spartan
151 jack-up rig into Cook Inlet, the first jack-up rig since the
early 90s. They plan exploration and devel opnent of the Kitchen
Lights Unit (KLU in 2012-2015.

Spartan 151 was brought into Cook Inlet in 2011 and Kitchen
Lights Unit 1 was spudded and nade it down to 8,805 ft. before
it was suspended for the 2012 season. They did various tests
that show a potential 30 mmtf/d in the shallow gas formations.
It is contracted through February 2013 wth tw one-year
options. They are planning on wusing it for their plan of
expl oration t hr ough 2015. He sai d under wat er acoustic
measurenents were also conpleted during the drilling activities
to ensure protection for Beluga whales wthin the critical
habi t at area.

SENATOR FRENCH said he renenbered an announcenent about the KLU
di scovery that cane with sone excitenent and then sonme conment
on it by the Alaska O and Gas Conservati on Conm ssion (AOGCC).

4:08:51 PM

MR. KADE responded that several publications nmade announcenents
about gas, but since he becane president of the conpany, he sees
750 bcf over the life of that area using the P50. He expl ai ned
that "P90" is proven, "P50" is probable and "P10" is possible.
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SENATOR FRENCH asked if that worked out to 30 mmtf/d - given the
size of the reservoir.

MR. KADE answered yes. It is a about 32,000 acres, a portion of
the overall KLU, which is 83,000 acres.

4:10: 22 PM

He listed the goals of their 2012 business plan as:

- Safety first

- Devel oping the supply base within the Kenai Ni kiski area
- Pronoting job growth within the conmunities of operations
- Continued conmtnment to environnmental stewardship

4:12: 35 PM

He summarized their business plan for 2012-2015 saying Furie is
in the final stages of obtaining their unit extension through
the Departnent of Natural Resources (DNR). They plan to build
two wells with the Spartan 151 this year and they are going to
reenter KLU 1 and drill down to the pretertiary and spud KLU 2
al so targeting pretertiary drilling and logging. Both wells are
within the Corsair Block, and their target is to prove out those
reserves by the end of the year using various third parties.

4:13: 05 PM
CO CHAI R PASKVAN asked himto clarify for the public what depth
"pretertiary” is.

MR. KADE answered that those depths will vary dependi ng on where
one is in the Inlet. For exanple, their target is 16,500 ft. for
pretertiary, but based on geology it could be 500 ft. less in
sone cases. Sone of Buccaneer's pretertiary prospects are around
11,500 ft.

He said they would target permtting devel opment wells in 2013.
To do that, they will set a platformin place to tie in those
wells on the surface. They wll also begin planning for the
pipelines and platfornms, which have a Ilengthy permtting
process. They are noving forward financially with engineering of
the nrmonopod (a platfornm) and pipelines for potential 2013
production. To do that, they obviously need to have marketing
agreenents in place and a path for their pipelines to do these
permts with the Corps. If all goes well, they wll begin
fabrication of the platform in the August/Septenber 2013
timefrane.
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MR. KADE related that Furie plans to nobilize a rig again in
m d-April as soon as the ice clears up and then do soil boring
at both KLU 1 and 2 sites for engineering purposes for the
nonopod platform structure. They plan to log and do soil tests
from May until md-October when they will suspend the KLU well
and winter stack the rig until next April.

4:16: 20 PM

Furie's strategic plan covers the next four years (based upon
their plan of exploration submtted to the DNR that is pending).
Their plan of exploration covers five exploratory wells: two in
the Corsair and three in the other three exploratory bl ocks.
Their new plan of exploration has four drilling blocks. Their
plan allows them to do developnent drilling as soon as 2013,
pendi ng federal permtting.

4:17:13 PM

MR. KADE showed the KLU that is now split into four exploration
bl ocks with the DNR conm ssioner's approval on slide 13. The
Corsair block is where KLU 1 and 2 are going to be drilled; the
Central block has proposed KLU 3 and the Southwest block has
proposed KLU 4 and 5. They will propose a KLU 6 in the northern
bl ock eventually. Al five of the wells are permtted at this
poi nt .

4:18:27 PM

Slides 14 and 15 detailed their drilling and production program
in a four-year tineline format as foll ows:

2012

-Drill two exploratory wells and conduct soil boring for future
pl at f or ns

-Obtain unit extension fromthe DNR for KLU
-Obtain permts for 2013 infrastructure (platforns/pipeline
projects and conpletion of first well)

2013

-Drill one exploratory well in North, Southwest or Central bl ock
-Set platform"A" at KLU 1 or KLU 2 site if logs permt

-Install pipeline to production facility or platform
-Performconpletion on KLU 1 or KLU 2 if |logs permt

-First planned production by Decenber 2013, pending permtting

2014

-Drill 1 exploratory well in 1 of 2 remaining undrilled KLU
bl ocks

-Drill 1 devel opnent well and conpl ete
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-Bring 2nd well into production

2015
-Drill 1 exploratory well in remaining undrilled KLU bl ock
-Drill 1 devel opnent well and conpl ete

-Bring 3rd well to production

MR. KADE said the best route for a pipeline in the KLU is going
to the south and east to the facilities in the Wst Forel and
areas. However, they could also go to the west depending on what
kind of agreement is reached in ternms of selling hydrocarbons.

4:22:00 PM
CO CHAIR PASKVAN advanced sone of the sane questions the
committee asked before: What wll increased proven reserves in

Cook Inlet and expansion of the natural gas market in Al aska
mean to a conpany like Furie and its intention to continue to
expl ore.

MR KADE answered that Cook Inlet has quite a bit of
infrastructure, but additional pipeline is needed to get the gas
to Fairbanks. From a sheer mleage point of view, it's a |ot
shorter from Cook Inlet to Fairbanks. Their field is very strong
from a natural gas point of view Just their 8,800 ft. well has
about 750 bcf over a 30-year tinme period. They think the well
has stronger reserves deeper down and that is why they are
reentering last year's well and going down to 16,000 ft.,
pretertiary depths. Furie would really be interested in reaching
out to Fairbanks.

CO CHAIR WAGONER asked about the possibility of oil in their
total unit.

MR. KADE replied they think there is sone solid oil as they get
deeper, especially in the Wst Foreland formation, at about
15,500 ft. and that is based on their seismc. He explained that
Furie purchased 2D seismic and is reprocessing it right now.
They used high-collapse casing in the two wells that are being
drilled this year, so they are capable of producing oil as well
as gas. Their plan is to have four gas wells and two oil wells
per nonopod.

CO CHAI R WAGONER t hanked them for testifying today.
4:25:01 PM

CO CHAI R PASKVAN asked how nmuch Furie will spend on its 2012/15
pl an and what will be spent on future activities.
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MR KADE answered that the wells cost $25 to 30 mllion apiece
to drill. There are additional costs, |like for stacking the rigs
in the winter tinme, which adds up to about $80 nillion. If they
put in production in 2013, another $50 to $65 mllion can be
added. In 2014, once a platform and a pipeline to a production
facility are in place, those costs go back down to the $70 to 80
mllion range for two wells a year. As Buccaneer and others cone
into the area, those costs should start to drop downwards as
infrastructure builds up in the Kenai and N kiski area - and as
service providers start to invest capital in that area. One
exanple is they have two boats right now because of all the
tidal novenent and the novenent of casing, pipe and drill
cuttings on and off the rig. But they think they can |everage
some operational synergies with other operators where maybe they
can charter a boat - a third, a third, a third - with sonebody
i nstead of having to shoul der the costs al one.

CO CHAI R PASKVAN not ed the positive nods behind him
4:27:28 PM

COCHAIR WAGONER adjourned the Senate Resources Standing
Comm ttee nmeeting at 4:27 p. m
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