PROGRESS
REPORT:

OIL
INDUSTRY



ALASKA STATE LEGISLATURE

SENATE RESOURCES COMMITTEE
State Capitol
Official Business Juneau, AK 99801

Chairman: Senator Rick Halford
Vice Chair: Senator Lyda Green
Senator Loren Leman
Senator Bert Sharp
Senator Robin Taylor

SenatorJohn Torgerson
Senator Georgianna Lincoln

AGENDA
3:30 to 5:00 p.m.
Monday, February 24,1997

OIL INDUSTRY PROGRESS REPORT: Joint with House Resources

. ARCO Alaska Inc - Alpine Project
M artin Thurlow, Project Manager - Alpine, ARCO Alaska, Inc.
George From, Manager - Matierials, Purchasing & Contracts, ARCO

IL BP Exploration Inc - Northstar and Badami Projects
Eric Luttrell, Vice President, BP Exploration Inc.

Department of Labor available for questions:

Dwight Perkins, Special Assistant
Chris Miller, Research and Analysis

NEXT MEETING
Wednesday, February 26 Joint meeting with House Resources

Briefing: Citizens Advisory Committee on Federal Areas

* Bills previously scheduled

ADJOURN



Northstar Project

BP Northstar Project

Presentation to the

Senate Resource Committee

February 24, 1997
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Location M ap

Production
M ilne
Point
Unit
Proticdig
Faciy ©
Potential $1 billion into Prccf—lin
State Economy Eagfﬁ%/gl
Prudhoe
¢ $225+ mm CapeXx (excd matl)  ga,
* $265+ mm opex Unit

»$510+ mm State treasury

N orthstar
Unit

Pt. Mclintyre

b DIU..
v PRGSO

Prudhoe
Bay

Pr |CPC n
I9a0| |?y g

Endicott



Northstar Project

Schematic Overview

Northstar
Northstar Facts Island
Reserves (Base) 145 MMb gross
Production 50 Mbd gross
BPX: Operator 98.1%
Murphy 1.9%
W ater Depth 40 ft., 6 miles offshore
P m p
St tio # 1

Trans -

A la k

P ip I

(T APS)

Capital ($MOD Gross)

P B U c ntr I G as
Com pression Facilities $271 MM
F lity
D rilling $82 MM
Pipeline $52 MM

Total $405 MM



Northstar Project

Statutory Requirements

Project Sanction by May 1997
- BP Board approved Northstar funding on October 3,1996

Report Quarterly Alaskan

Residency and Hire Statistics
- First report is currently being filed with the Department of Labor

Supplemental Royalty
- @current price of V'ast Coast ANS Northstar Royalty is 26.4 1Y%



Northstar Project

Voluntary Public Com mitm ents
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Alaskan Module Fabrication
- Contracted to fabricate in Anchorage (Veco/APC)
- Upgrades to Port of Anchorage fab site nearly complete
- Fabrication work began 1/10/97 (APC)

Alaskan Hire

- Contractors have joined in BP's commitment to Alaskan Hire.
- Working closely with contractors and vocational schools
to grow the workforce.

Use Alaskan Firms

- Veco, Nabors, AIC, APC, HCC and numerous Ak subcontractors
- Using Alaskan vendors/agents to acquire specialized materials

Alaskan Spend

- Over $225+ million will be spent in Alaska
- Alaskan content of Northstar is greater than 85%
(excluding specialized materials)



Northstar Project

Northstar M anpower

[fililim i iiji m» i HIMMMW Mll 11011 | 1

Alaskans Working on Northstar

H North Slope Construction

B Anchorage Fabrication &
Engineering

13 BPX(A) Manpower (including
Operations)

0 Non-Alaska

2000



Manhours

Northstar Project

Alaskan Resident M anhours/Jobs

BhEDaeEE

Northstar Actuals (thru 12/96)

30,000
25,000 "-

176 Alaskan Jobs
20,000 “m (as of December ‘96)
15,000

10,000



Northstar Project

Alaskan Content
reryguwG?Bilgggenidda KMBBRI

Alaskan S pend
Engineering
(~%$225m)

Includes L-48 engineering

Materials (~%$i50m)

n placed

ough Alaskan vendors/agents

Total Project Cost ~$405 million

(Greater than 85% Alaskan Spend excluding specialized materials)



Northstar Project

Current Project Status

e Law suit filed 1/29/97

« B P aligned with State in the Ilitigation

B P filed m otion to intervene - 2/10/97

Decision to defer fabrication - 2/713/97

Continuing with EIS and permitting to

allow for efficient project ramop-up

e BP remains committed to Northstar
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Badami Project

P roposed Facility and Pipelines

Capital ($MOD Gross)

Not to Scale aaaaaaa,
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Badami Project

Benefits to Alaska

rk ing through Jlocal firms

e

0

0

pansion of North S1lope infrastructure

n

Construction johs (~200)
» AIC, VECO, HCC
Drilling jobs (-100)

rations Job s

0 million into State e c onomy

0O milliont+ in royalty and taxes

no HB-207 royalty relief being sought

e w partner in the Al askan oil

during

construction

during production

industry



Badami Project

e Alaskan Content

Includes Anchorage fabrication,
engineering, pipeline, drilling,
civil, and installation work

Specialized materials _ _
notavailable in Alaska Engineering

Materials

Fabrication

Total Project Cost ~$310 million

(greater than 85% Alaskan spend excluding specialized materials)
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OFFICE OF THE COMMISSIONER

TONY KNOWLES, GOVERNOR

P.O. BOX 21149
JUNEAU, ALASKA 99802-1149
PHONE: (907) 465-2700

FAX: (907) 465-2784

February 21, 1997

The Honorable Rick Halford

Chair,

Senate Resources Committee

Alaska State Legislature

State Capitol,
Juneau, AK

Dear

Alaska®s oil
service firms,

any time during the year by 5.8 percent from 1993 to 1995,
number of nonresident workers

The
since
workers in
in tancem with
firms and a shifting of work to oilfield service

total
the same period.

increased steadily
percent of total
workers has

Alaska®"s oil

nearly 25 percent of total
private sector nonresident earnings

of all
oil
workers
and year
earned more than
$58,400, while
workers employed by
major oil companies
(excluding oilfield

industry
(part year
round)

service , firms) in
ataska IN all” four
quarters had

average earnings of
$102,682 in 1995.
These are among the
highest paying,
year-round jobs in

Alaska and are
considered a high
priority for
placement of
Alaskan workers.

Faced with expected

Room 121
99801-1182

Senator Halford:

industry

occurred

industry paid M67

percentage
1992, rising from 22.0

1995. This 1increase
the

million to nonres

oil

Oil Industry Number and

Nonresident W orkers-Alaska

Thou”'.nds of Workers

1991 1992 1993 1994 199

Source: Alaska Deportment of Labor, Reaearcn nod Analysis Section.
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including major oil companies and oil field
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of nonresident
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percent to 28.4
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major oil
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The Honorable Rick Halford o -2- February 21, 1997
Chair, Senate Resources Committee

declines in total workers and continued shift of work to
contractors with relatively high nonresident workers, 1improvements
in resident hire performance will require coordination with
training agencies and a strong commitment to resident hire.

In April of 1996, as a result of discussions between the Governor
and principals in the Alaska oil industry, a task force of
administration and oil industry officials was established to
address the need for increased utilization of Alaskan workers and
Alaskan companies in existing operations and in the development of
new projects.

The Governor's Joint Industry Task Force on Local Hire consists of
representatives selected by the oil 1industry, and representatives

appointed by the Governor. The members are:

IndHS-1JQZ S.tatg

Jamie Slack, VECO - Ron Clarke, Special Staff

Bob Reynolds, BP Exploration Assistant to che Governor

Jane Crane, ARCO -William Hensley, Commissioner

Janet Reiser, NANA Test Department of Commerce

Ken Langel, HC Price - Mark Boyer, Commissioner,

BiJl Cheek, Alaska Petroleunm Department of Administration
Contractors - Tom Cashen, Commissioner

Department of Labor
Joyce Helens, UofA Anchorage

The primary focus of the task force is to:
» Ensure an adequately trained, available Alaska workforce;

» Actively recruit and hire Alaska residents and encourage non-
Alaska hires to become Alaska residents within the boundaries
of maintaining a safe, competitive and long-term workforce; and

» Track performance and report on the success of initiatives to
increase Alaska employment performance.

Recommendations and strategies have been developed jointly to
achieve these goals.

The task force has held several meetings over the past ten months,
and have produced the following products:

» A matrix of all known industry-related training programs 1in the
state delivered by private and public sectors which 1includes
over 60 programs through over 25 providers;



The Honorable Rick Halford — -3- February 21, 1997
Chair, Senate Resources Committee

» An Alaska employment plan measurement schedule appointing
leaders for each task, time lines, completion dates, a tracking
mechanism, and needs to accomplish tasks based on the goal
strategies;

» An industry and state workforce survey to identify estimated
workforce availability;

» A projection of employment opportunities based on known
projects over the next five years; and

» A pilot project to measure Alaska hire.

The Pilot Project to measure Alaska hire has been developed to
assist employers in the oil 1industry track new hires through
additional residency benchmarks established from data the state
collects at this time, such as physical addresses, Permanent Fund
Dividend records, voter registrations, vehicle registrations,
fishing and hunting licenses, and other information available
through cooperative arrangements with other departments*® data

systems.

The pilot 1is designed to make reporting as simple as possible by
employers, and to quantify the value of the additional data 1in
terms of establishing Alaska residency. This will assist employers
with record keeping and reports to the state by requiring employers
to collect only one additional piece of data for quarterly payroll
reports (instead of verifying several data submitted by the
employee and asking questions that may be deemed discriminatory)
and linking them v/ith existing state data bases that are not linked
at this time. The oil industry employers are very pleased with the
simplicity of the system designed through cooperation between the
state and employers. The pilot will allow the Department of Labor
to benchmark the residency data today, and monitor the improvements
in local hire across employers and the industry. A systems test 1is
now underway with the state and industry to refine the mechanisnm
for reporting.

Future plans for the task force will be to:

» Issue an annual report by April, 1997, on the work, progress
and direction of the industry and state;

» Implement the pilot project on an industry basis, and monitor
employment trends by <company involved 1in North Slope oil
development;



The Honorable Rick Halford —  -4- February 21, 1997
Chair, Senate Resources Committee

» Work directly with the state®s workforce development system and
local employment service providers to improve recruitment and
training of Alaskans for industry work; and

» Continue to hold public meetings and follow the planning and
measurement schedule.

The task force has agreed to use 1996 year-ending data as the
initial benchmark to gaugeimprovements by the industry,
contractors and oil field service providers in Alaska hire. Future
reports will be graded against that benchmark.

In 1996, there was no significant 1improvement 1in 1increasing the
number of Alaska residents employed by the 1industry. However,
employment opportunities are at a minimum until new projects come

on line.

An oil industry workforce development consortium will be developed

to work directly with public and private employment education
entities to create moreinformation for employers on howto access
qualityindustry training, and how to utilize federal and state

resources for future and existing employees to advance the careers
of individuals, and the needs of the 1industry.

Thank you for allowing me the opportunity to comment on this most
important topic. Enclosed for your information is a report on the
nonresident workers in the oilfield industry.

Sincerely,

Tom Cashen
Commissioner

Enclosure

CC: Governor Tony Knowles
Mike Andrews, Executive Director, AHRIC
Dwight Perkins, Legislative Liaison, DOL
Members of the Governor s Joint Industry
Task Force on Local Hire
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Largest Alaska O il and O ilfield Service

C om p

N onresident and Resident W orkers-1995
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K PETROLEUM CONTRACTORS INC 810
R C O A K INC 304
ECO OPERATIONS INC 394
ECO CONSTRUCTION INC 580
P EXPLORATION A LASKA INC 398
EAK OILFIELD svce co 288
O RCON INC 217
W ICK CONSTRUCTION co INC 121
ABORS ALASKA DRILLING INC 148
CHLUMBERGETR TECHNOLOGY CORP 142
O YON DRILLING INC 78
TLANTIC RICHFIELD COMPANY 36
OO0OL ARCTIC ALASKA INC 61
S TN ATLAS INTERNATIONAL 56
TI INC 37
ALLIBURTON COMPANY 18
A M CO INTERNATIONAL INC 15
AV EN CONTRACTORS INC 14
c1 INC 39
RCTIC SLOPE INSPECTION SV ECs 42
A R K ER DRILLING c o A LASKAN B R 31
ote: Includes workers employed at any time during 1995 with each
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ARCO Alaska, Inc.
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Alpine Development

3l alvCdst

Overview | LLcIO icruiii

e N e w ““G r een Field?” development, 30 miles west of

KuparukKk

e First NS wildcat discovery since 1990

e First N S discovery on Native L ands

e 250 to 300 M M B reserves

- 60,000 B P D

e D e mands 3 0 % cost reduction from traditional N S

paradigm

e $700 to $800 million development cost



Alpine Development
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Project Scope

e 2 drill pads + 1 process pad - stand alone

e airstrip
e approx. 85 acres/1,000,000 cubic yards gravel

e approx . 7000 t ons of n e w facilities, including
c amp s

e approx . 70 miles of n e w Cross country

e H D D river crossing

e Nn o permanent road a c c e s s



Alpine
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Alpine Development
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Major Cost Categories P T

U Drilling

EJ Pipelines

IS Facility Constr.

El Facility Installation
Hl Gravel

H Facility Eng.

H Pipeline Eng.

[1 Management

32%

15%



Alpine Development
Summary Schedule Up!LL“L'QU%&‘f,%Mu

Approval

Approval
Pad Construction
P/L River Crossings
Install PIpel hos
Fabricate modules
Install Facilities
Dev Drilling

StartUp



Alpine Development

Lull' Cust-
Conceptual Phase C_LcLIC VisrLHI

Project

n ) ) _ Approval
G & G/ Reservoir Definition ,

April
Production Facilities N
1997
0 & M Philosophy
Pipelines - -
® | - > Execution

Drilling - —

Project Execution P 1 an

Environmental Permits

Kuparuk Support -

Land, Unitization Agreements



Alpine Development

M ajor Challenges w S

e Proximity to Nuigsut

e River crossing

e Achieving cost reduction targets

e Environmental protection of Colville River Delta

e Facility transportation

e Drilling and Operational support



- Native Considerations (kSOZ*!LUI.\./GUSt
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e Designs intends to minimize impact on Native population
e Minimal footprint
e No road and bridges

e No impact to subsistence activities

Zero waste discharge development

e Intent is to help where we can

e Gas or electricity to village

Jobs

Subsistence oversight panel

Scholarship funds






lpine Development
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erm it Status II_d_&ﬂ'HLﬂl

J P O & C 0 E permits filed 3 Q 1996
A gency discussions initiated 6795

Comprehens:iyve E E D prepared to support

application

- significant preinvestment in environmental

studies

- 50 years of Colville research reviewed

- 5 years of detailed environmental data collected
- concepts shared/early input sought on plan

Plans recognize and mitigate I mpact to Nuigsut



Ipine D evelopment
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F orm an alliance of companties to execute t he

project s cope

Small A R C O M anagement T e amnm

Generate alignment between all participants

Empl oy incentives to stimulate innovation

Max1imize Alaskan content recognizing:

- capacity

- capability

- competitiveness



ASpine
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Alpine Development

D Lcillf C-cisrlL-
Purchasing Strategy | _Leap leULL

e Sourcing Construction Material and Equipment

Procurementaccomplished by a combined AAI/Alliance
team Jlocated in Alaska

Alaska suppliers will compete for majororders

Utilize current AAI/Alaskan Supplier Agreements
Distributors selected for Preferred M anufacturer Lines
28 M aster Agreements with Alaska Suppliers

eSourcing Processing and Mechanical Equipment
Major Equipment spend directly with L-48 M anufacturers
Turbines, Compressors, Control System s,
Engineered Process Equipment, etc.



ALPIN E - impact on the participants

Key to long termm

Gateway to the West

Opportunity for a new development concept

. Anadarko and Union Texas Petroleun

Entry in Alaska

Arctic experience

. A SRC /Kuukpik /7 North Slope Borough

First production from native lands

Jobs

Contracting opportunities

. State of Al aska

Additional revenue source

- Jobs

Critical to Alaska 3 future in attracting additional

future and ““No decline after ® 9

investment



Alpine

Benefits
e approx. 8
e approx. 5
e approx. 5

$1

Billion

5

0

0

to Alaska

0

Development

construction jobs

full time
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drilling jobs
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state,
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ALASKA STATE LEGISLATURE

SENATE RESOURCES COMMITTEE

Official Business

MEMORANDUM

T0: Senate Resource Committee Members

FROM: Senator Rick Halford, Chairman
Senate Resources

DATE: 3 April 1997

SUBJECT: OQil Industry Progress Report Follow-upMaterials

State Capitol
Juneau, AK 99801

Chairman: Senator Rick Halford
Vice Chair. Senator Lyda Green
Senator Loren Leman

Senator Bert Sharp

Senator Robin Taylor

Senator John Torgerson

Senator Georgianna Lincoln

Attached is information provided to me by ARCO Alaska,Inc. in response to

questions raised during the briefing on February 24, 1997.






Alpine

Reserves - MM B0

Area - square miles
Depth - feetsuhsea
Avg. Net Pay - feet

01l Gravity - AP|

ALPINE

250 - 300
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7000

50

40
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PT. MCINTYRE NORTHSTAR

400 130
10 16
8800 11000
170 200
21 42
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Legend

Kuukpik Corporation
Selections /ASRC Subsurface

Kuukpik Corporation
Conveyed Lands /ASRC Subsurface
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ARCO Alaska, Inc.
SIX*0«Y al *a*Cctoril*HaT'wr<

Tenure

96032701 C0O0
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