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eum Revenue Sources* (FY 2004, Estimate)

Royalties, Bonuses, Rents & Settlements:
MilUon '‘'EEN

g’f%%fgwm (F)%ﬁyalties, Bonuses & Rents:1

Rovalties W Permanent Fund & School Fund:
$361.3 Million

FY 2004 Unrestricted Revenue

Taxes:
$998.0 Million2

(Oil & Gas Property Tax + Income Tax + Severance Tax)
1 includes Federally shared rentals + royalties
2 Source: DOR Spring 2004 Revenue Sources Book

3 Source: DOR Spring 2004 Revenue Sources Book
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North Slope Historic and Projected Oil Production
1969-2022

0O NPRA

0O Other North Slope
O Pt Thomson Unit
0O Badami
mNorthstar

0 Colville River

0 Duck Island Unit
= Milne Pont Unit
0O KRU IPA+Sat

O Greater Pt Mcintyre Area
O PBU IPA+Sat

beh/tjr 12/04






Baaufort Saa

esswr

arar*®

era*)

0040 01/1206

Map Legend

North Slope O il & G as Oil Accumulations* s Units

Gas Accumulations*

. o . . . Recent Discoveries “ ?" n»-Alaska Pipeline
Activities & D iscoveries

2003 Exploration W ells

2004 Exploration W ells

Januar y 2 O 0 5 2005 Exploration Wells & Activities ,
Qacae/aeTeaRiI
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EZfa
rb®2S185r Northern Alaska
Project Name Status | xpected St.irt 1!p “£Stjmate(j Reserves or Expected Production’
Date
PB il Rim - fi i
PBU Oil Rim - field gas offtake expansion w/ Projects Underway 2003-2004 10,000-15,000 BOPD
increases miscible injectant for EOR
PBU Pt.Mcintyre PM2 to GCI Project Pt. MclIntyre PM2 production to GC1 Mar-04 8,000 -10,000 BOPD increase
. Development continuing/PA expansion submi .
PBU Borealis P g P tted Producing 35,000 BOPD
second quarter 2004
Shallow Sands/
. L . 1.0- 1.5BBO recoverable 140MBOPD by
Heavy Oil Development continuing Producing
2010 (est) 30,000+ BOPD New
(West Sak/Schrader Bluff)
KRU Palm (DS-3S) Development continuing 2002 (Nov.) 35 MMBO 16,000 bbls. oil/day
CRU Fiord Technical studies, permitting, EIS or EA 2006 10.000-20,000 BOPD
CRU Nanug Technical studies, permitting, EIS or EA 2006 10.000-20,000 BOPD

CRU ACX-I: Various Facility Expansion Projects:
Upgrades to Oil & Gas Processing Capacity; . .
P9 g . pacity Projects Underway 4th Qtr 2004 5,000 - 10,000 BOPD increment
Produced Water System and Handling. Seawater
Injection System

RU ACX-2: Furth ity i to Qil . . .
CRU C urther cap§0| y Increases to Of Planning / Some Early Acceleration 3rd Qtr 2005 25,000 - 30,000 BOPD increment
Processing & Seawater Injection Systems
Nikaitchuk/T k . .
Ikaitchuk/Tuvaa Planning 6-10 development wells 2004-05 Not disclosed
Development
Begi | t drilli | 2006. t h

Point Thomson egin development drilling by lune 2006. must have 2008 75,000 bbls. condensate/day
7 wells & approved PA by June 2008
EIS for artificial drilling/development island 2007 120MMBO recoverable (est)

Liberty Development
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Oil Accumulations*

Gas Accumulstlons*
Recant Oil Discoveries
Recent Gas Discoveries

A Actfve sr.d Proposed Bxploration WeIS
2008 Exploration \\élls

Platforms

Rosd

Alsska Railroad

‘Oil and Gas Accumulations are Approximate
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ftldawvsred m iw feyPvaMtil) d7 AN
#1 well P&Aed, ForeatiCportcd successful results, no word from Conoco Phillip* yet

Hansen #1A well completed as oil producer, test production is being trucked to Nikisiki refinery.
niammitProspect- Pelican Hill

Diamna#1 drilled and suspended, now converting to disposal well
KadIpf.U nil- MarathPH(QRg)

Unit approved in October 2002

Kasilof South#1 and# 1L drilled, evaluating
Middle Ground Shoals Field - Unocal & XTO

While XTO continues operations at two platforms, Unocal has ceased operations at this field and placed its two platforms (Dillon
and Baker) in lighthouse mode.

Decision on “decommissioning” platforms still to come
XTO drilling C31-26RD in progress
Nicolai Creek Unit - Aurora Gas
NCU #3 production of gas ended March 2004
- NCuU #2, 1B, 9 completed, producing gas since November 2003
Nikolaevsk Unit- Unocal _
-- Red #1 drilled, results confidential. First ofa 5-year 3 well commitment
-- Results Confidential
Ninilchik Unit - Marathon
G.0. #1 well completed as gas well, tested at 11.2 MMCF/D from one zone
G.0. #2 well completed as gas well, tested at 11.9 MMCF/D from three zones hetween 8,048 and 9,440 ft. (MD).
Falls Creek #1RD completed as gas well, tested at 6.3 MMCF/D from a depth of 8,714 ft. (<D),
Susan Dionne #3 (SS_DPA_) comgleted as gas well; Falls Creek #3 (FCPA) active, no details available.
Abalone 1 well drilled in 2003 at north end of unit, not completed, currently shut down, no other details available.
Plans to drill Susan Dionne #2 ESDPA), Ninilchik State #1 GOPAS).

Production started at GOPA in Septmeber 2003, currently about 15 MMCF/D rate.

db/jrc 12/04

MMCF/D = million cubic feet per day



NorthFolkUnitmd Peep CrrekUnit - UtK*?
- Unit getting renewed interest from small investor group

Non-binding pipeline contract with ENSTAR signed in September 2003
Development drilling will begin 2003

Redoubt Unit - Forest Oil (Oil discovered in 1968 bv Pan Am)
Production began Dec. 9,2002
Recent drilling results indicate field is more complicated than previously thought; reserves probably to be reduced
Watcrflood most likely to come online soon (end o f20057?)
RU#3 well began producing fuel gas on 7/28/2003

South Ninilchik Unit and Deep Creek Unit - Unocal

Pearl #1 and Deep Creek NNA #1 wells completed as gas producers in 2002, Unocal reported disappointing results.

- Nine wells drilled to date, two more in progress.Some ofthese wells havebeen successful, some not.
- Unocal built gas pipeline connectingHappy Valley pad to KKPL.Start-up Nov. 1, 2004.
Three Mile Creek Unit
Unit approved March 26, 2004.
Otg_eptwe Is Beluga Formation gas zones bypassed by early opener.
Additional 2-p seismic acquired
Three mile Creek #1 well drilled

TradingrBaYJUnit/McArthurRiver Field - Unocal _ _
B.U. #K-13 came on production at 7,100 BOPD, highest rate ofany well in Cook Inlet

Unit and PA expansions approved to bring boundaries into agreement with producing areas

BOPD = barrels of oil per day; MMBO = millions of barrels of ail
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MOU discussions (ANGDA/Port Authority)
Economic Modeling

Requlatory #iscussions (FERC)

Right-of-Way Permitting

Resource Assessments



- Alaska’s %as can make & huge contribution to reducing our nations
dependente on foreign sources of energy.

Federal and state geolog_ists believe that the 35 TCF of gas from Prudhoe
Bay and Pt. Thom3on ISjust the tip of the iceberg.

North Slope and offshore conventional mean technically recoverable
undliscovered resource potential exceeds 236 TCF.

(a5 hyrdrate resource in the Prudhoe/Kuparuk Milne Pt. field area alone
15 100°TCF,






RISKED GAS COALBED BASIN

RESERVES UNDISCOVERED UNDISCOVERED HYDRATES METHANE TOTAL
CONVENTIONALLY CONVENTIONALLY IN PLACE IN PLACE
RECOVERABLE RECOVERABLE RESOURCE ® RESOURCE
RESOURCE DEEP GAS
RESOURCE?2
NORTH ALASKA(OnShore) 35.000 1 141.700@ 17.700 2 590.000 6 800.000 7 1,566.700
NORTH ALASKA BeanOTt Sh€|f)2 0000 32.070 N/A 32,325.000 3 N/A 32,357.070
NORTH ALASKA ChUkChl She|f)2 0000 60.110 N/A 50.000 3 N/A 110.110
CENTRAL ALASKA4 0000 2.760 N/A N/A N/A 2.760
YUKON FLATSQ 0000 5.460 N/A N/A N/A 5.460
KAND|K5 0000 0.116 N/A N/A 0.116
NENANA/TANANA 0.000 NA N/A NA NA N/A
COPPER RIVER 0.000 NA N/A N/A N/A N/A
TOTAL BY GAS TYPE 35000 1 242216 | 17700 2 32,965000 | 800000 ! 34,042216

Atter Craig, J., and Sherwood, K.,Prospects for development of Alaska natural gas: a review as of January 2001, Minerals Management Service, Alaska Region, thl. 9. p. 76.
Modified to indude only North and Central Alaska basins and updated to indude new information as footnoted.
N/A = Not Assessed

Current estimate of known ‘Stranded" recoverable North Slope conventional gas reserves in Prudhoe Bay, Point Thomson and smaller fields.

Subcategory of and included in "Undiscovered Technically Recoverable Conventional Reserves" Represents Basin Deep or Basin Centered component > 15.000' depth.

Craigand Sherwood arbitrarily split offshore hydrate resource estimates between Beaufort and Chukchi Sea shelves. Total North Alaska offshore gas hydrate potential remains 32,375 tcf.
1995 National Assessment of United States Oil and Gas Resources, U.S. Geological Survey, Open File Report, Digital Data Series-30, pub. 1995. For all central Alaska basins except the
Kandik Basin. Other basins not evaluated individually.

5Geological Survey of Canada estimated mean undiscovered gas in place - 0489 -0.800 TCF. Alaska component estimated as 0.116 Tcf.

Collett, personal communication, 11/6/04 . . o
Barker, C.E., Clou?h J.G., Roberts, S.B.. and Fisk, R., Coalbed methane in Northern Alaska: potential resources for rural use and added supply for the proposed trans-Alaska gas pipeline:

AAPG-SPEM Joint Technical Conference, Anchorage, AK, May 2002
Includes nonassociated and associated gas. State and Native lands are estimated to be approximately 60 TCF and are included in this total.
Oil and Gas Assessment of Yukon Flats, East-Central Alaska, 2004, USGS Fact Sheet 3121, December 2004

irc 01/12105



Eileen trend: 44 tcf
hydrate and
associated free gas
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H | State Oil & G as leases

fcl'M Federal Oil & Gas leases
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o Governor's meetings with the Independents
Streamlined Permitting
Maximizing the Use of Existing Facilities

Development of New Infrastructure



License Area

Susitna Basin License 1:
Lioensee - Forest Oil Corp.
380,207 Acres

Work Commltment 2,520,000
Eﬁectlve Date - 11/1/03
Term- 7years

Susitna Basin License 2:

Licensee - Forest Oil Corp.

471474 Acres

Work Commltment 3,000000 ==
Eﬁectlve Date - 11/1/03

Term- 7 years

f5figh3)



PGS is conducting a 2D
seismic survey on behalfof
Andex Resources, L.L.C,

«Geophysical exploration
Bermlt Issueq from Dec. 1
004 to April 30, 2005.

e proximateéy 200 2D line
Miles proposed.



& |
W ilbanks Coip.
Gas Exploration W ell

ePlans to drill in
February 2005 to 7500
feet.

*The first gas exploration
well in tl e Copper River
basin in more than 20
years.

*The Exploration License
expires Oct. 2005. It may
be converted to leases at
licensee’s option.

Well location from Dwight's Alaska Report; Section 19. Twp. 4N, Rge. 3W, Copper River Meridian.
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term.

*Solicitation of Competing
Proposals ended Dec. 9 (none
received).

*Solicitation of Public
Comments (Deadline March

11).

*Public Meeting in Healy (Jan.

19).

*Preliminary Best Interest
Finding (April 2005).

*Final Best Interest Finding
(Summer 2005).

14'
64*15'-

Denali National

Denali National Park & Preserve

149*0'

148*30

148°30°

ods/pb/pg 1/05



sHolitna Energy Co.
converted fro Shallow
Natural Gas applications
(Unaer HB 531).

«Solicitation of Public

Comments (Enaed Dec. 21).

oPreliminary Best Inferest

Finding (March/April 2005).

oFinal Best Interest Finding
(Summer 2005).
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Alaska
Peninsula
Areawide

Oil and
(Gas Lease
Sale Area

IbcTU'

161*0"

PACIFIC

159*0"

158*0"

0 CEAN

157*0"

156*0'
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Areawide Oil and Gas

| ease Sale Timeline

AK Peninsula Areawide Leasing

Request for agency information

Raouml for oubKec comment

DOAO conduct* pubUc jnfennaMonal mestings
Draft Pn*n. FjndtogSACMF Consistency Analysis
Issue Prefcn. Finding and Consistency Analysis
Public comment period

DO&G Interprets geological end geophysical data
DO&G and DGGS geotogc field parties

Draft propoaed ACMP Consistency Detennlnatlon
Consistency Determination elevation period
Draft Final Best Interest Finding (BIF)

ssue BIF S CD; Announce sale

Reconsideration (30-ciayVCourt Appeal (30-day)
LEASE SALE

Title review

Leases awarded

Effective date of leases - April 1

2003

2005

pg/cjb 1/05



Data Integration

DOE Grant

Governor's meetings With the Independents
Streamlined Permitting

Maximizing the Use of Existing Facilities

Development of New Infrastructure



Royalty Settlement Reopeners

Pineline Tariffs
RIK Progress Report
Audits (next slide)



Mllion $'s

2002

Fiscal Year
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Repeals existing over-the-counter shallow gas leasin
within currentexploration licensing and conventior competitive leasmg
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implemented%$D NRirtien making
related to coalbed methane developmentin the Mat-Su Borough.

Types ofdecisions:
Issuing oil and gas leases or licenses.
- Reviewing proposed plans of operations.
Reviewing applications for the formation or alteration of oil and gas

units.

Public Participation

- Egﬁi{w%aﬁops were held in the Mat-Su Borough in January and
- A draft of hhes standards was released in April 2004 for public
review with a 60- a{ comment period.

et R e i

: The H|IC comments were used to develop the final enforceable
standards

mmc 11/04



rigy WSM.&E ¢ Surface im pacts

- Noise Mitigation
- Visual Mitioation
Lgfht Shielciin
- Solid Waste S oracr:)
- Erosion Control Plan
- Permanent Erosion Control
Timoer Harvesting
So||t Estate
Water I\/Ianagement
3/ raulic Fracturmg
ROads and Pipelines
P 1lie Access
I\/Ionltorlng
acmq_|
Geophysma azards
Dismantlement, Removal, and Rehabilitation
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Gisa \ Geophysics
Data Mgmt. Leasing

Engineering Permitting

Accounting A Audital

Royalty $%

mcp 04/02






CURRENT INCENTIVES

Exploration Incentive Credits (EIC)

AS38.05.180(1)
AS41.09.010 - exoires 7-1-2007

Exploration Tax Credit

AS43.55.025 - exDires 7 1-2007  fS 185)
AS43.20.043  expires 1-1-2013  (HB611
for bolow 68° latitude™
Royalty Reduction
AS38.05.180()) (HB28)
AS38.05.180(1)(5) (SB185)
Discovery Royalty

AS38.05.180(f)(4) for Cook Inlet only
lor pre-1969 leases only, statewide

As38.05.180(fx5)  for following fields only:

Falls Creek, Nicolai Creek, Starichkof, North
Fork, Redoubt Shoals, & West Forelanc

field must be in production bv 1-1-2004
Economic Limit Factor - AS43.55.013

Contract Gas Price With a Utility vs
Royalty Value - AS38.05.180(aa)

Value of state s royalty gas used for ag
products - AS38.05.180(ee) (HB57)

CONVENTIONAL LEASES UNLEASED STATE LAND LIQENSED LAND SNG LEASES FEDERAL & PRIVATE LAND
up to 50% of drilling costs up to 50% of seismic costs N/A up to 50% of drilling costs N/A
N/A up to 50% of drilling & seismic costs  up to 50% of drilling & seismic costs N/A up to 25% of drilling & seismic costs

20% of drilling costs or L">% of drilling costs or 20% of drilling costs or 20% of drilling costs or 20% ol drilling costs or _
40% ol drilling costs 1f >25 mi of a unit 40% of drilling costs if >25 mi of a uni 40% of drilling costs if >25 mi of a unit 40% ol drilling costs 1f >25 mi of a unit 40% of drilling costs if >25 mi of a unit
plus 40% of seismic costs plus 40% of seismic costs plus 40% of seismic costs N/A plus 40% of seismic costs

10% of capital investment

10% of capital investment
10% o! annual cost

10% of capital investment
10% of annual cost

10% of capital investment
10% of annual cost

10% of capital investment
10% of annual cost

10% of annual cost

as low as 5% if new prouuction NA

as low as 5% if new production N/A (Applies after conversion to Lease) ) |
as low as 3% if producing or shut-in (Applies after conv. in tolease)  as low as 3% if producing or shut-in
N/A N/A N/A N/A

As low as 5% foi oil production Irom CI platforms

if production falls beiow specified levels

5% royalty for 10 yrs N/A In limited area alter conversion: I8N (Applies to limited area: T18N) N/A
5% royalty for 10 yrs N/A N/A N/A N/A
5% on 1st 25 MM bbls for 10 yrs N/A N/A N/A N/A
5% on 1st 35 BCF for 10 yrs
Yes N/A (Applies after co erslon to Lease) Yes Yes
Value of siate's royalty share N/A (Applies after conversion to Lease) Value of state's royalty share Value of state's royalty share
equals gas contract price equals gas contract price

equals gas contract price

(Applies after conversion to Lease) Negotiated Value Negotiated Value

Negotiated Value N/A

** |f requesting this credit, not eligible for any other tax credits or royalty modifications

L [

Incentive Grid 12-30-04.xls
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Exploration Licensing

AS38.05.132

NA

IINI EARED QTATF 1 AND

N/A

Page 2

LICENSED LAND

Up to 500,000 acres per license
One-time 51/acre license lee
No bonus bid
No annual rental
sole right to covertto 0 &G leases

SNG LEASES

NA

FEDERAL & PRIVATE LAND

N/A

Incentive Grid 12-30-04.xls



Cook Inlet Oil & G as Activity & Discoveries
December 20014
Map Legend E\alsergreen Lake 41
0 Oil Accumulations* WiHow-Fshook 41
Gas Accumulations* Evergreen
Lo . i /Houston PH*1
(0] Recent Oil Discoveries
Recent Gas Discoveries
2004 Active and Propased Exploration Wells +-4 Wells
2008 Exploration Wels PIONEER
- Platforms
— Road
Alaska Railroad
Map Location LEWIS RIVER
PRETTY
Oil and Gas Accumulations are Approximate CREEK STUMP LAKE
_ a IVAN RIVER
Three Mile Creek 41 Anchorage
BELUGA Fire
RIVER Isiand
f N COOK
Q%SEQMB, U749 Tyonek INLET
NICOLAI CREEK
S GRANITE Chiickalcon
N TRADING BAY POINT
PLEARING BAY,
liamna 41 .
W McARTHU rX(H(
RIVER .
Forest Oil Ny
Kustatan Field 1-" —
Dt Rvgj
REDOUBT
Redout
Bay
Kelgin KENAI
ISand Marathon
KASILO Development
Marathon A Continuing
Kasilof South 41
vF Marathon
Abalone 1
Marathon
Falls Creck 43— Marathon
Mearathon ] Development
Crassim Oskolkiff 2 Continuing
! Maratho
I\p/lg%mn% SusanDri]onne42 Unocal
SOUTH NINILCHIK— Dovoprert
Continuing
= Unocal
! Valley 43 to 48
COSMOPOLITAN Happy Valley 41 & 42
Philips - - Unocal Star 41
Hansen 1~ — /N | * Red41 & 42
ConocoPhilips NIKOLAEVSK
Hansen 1A
NORTH
Griner
Oq)«]rmd
'NATURAL

R R S

Moose

Pass

Alaska



S

Treipi

KeAods 11

Total EtP USA®
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