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Cook Inlet Gas Infrastructure 
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Gas Supply - Winter 2009/2010 Outlook 
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Cook Inlet 

Peak Day Comparison 
2/3/99 1/9/07 1/3/09 

Average Temp _190 F -100 F _110 F 

On ENSTAR System 272 292 314* 

Off ENSTAR System: 

CEA Beluga 83 83 60* 

CEAlHEA Nikiski 14 12 12 

Nikiski LNG 224 150 40 

Fertilizer Plant 157 0 0 

Other Industrials 13 6 14 

Total Cook Inlet 763 543 440 
Deliverability Est. 

Less Storage Volumes** 0 -43 -60 

Well Supply 763 500 380 

Volumes in MMcf *CEA Beluga Received 20 MMcf from ENSTAR System 
•• Source DNR 3/17/09 House Energy Committee Presentation ENSTAR 

-~ Natural Gas Company 
All Our {jgfliJ(EqjflJJl!J GOES Into Our CustomErs 4 
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ENSTAR 2009/2010 Supply Portfolio 

2009 
D Beluga River Unit Producers 
D ConocoPhillips 
D Marathon APL-4 
D Marathon APL-7 
D Union 

FORECASTED PEAK 270MMcfd 

2010 
I!I ConocoPhillips 
fI Marathon APL-4 
fI Marathon APL-7 
fI Union 

FORECASTED PEAK 282MMcfd 

ENSTAR's requirements are contracted for until Dec 31, 2010 

ENSTAR -. Natural Gas Company 
All Our ~1lil(jj~J1!j GOES Into Our CustomErs 
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ENST AR System 
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ENSTAR Infrastructure 
.... Anchor Point' I Improvements totaled $5 million r 
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(, 
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-= from 2007 - 2009 , 
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All Our rg/Ji)@!lJI!)f!/J GOES Into Our CustomErs 6 
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ENST AR Operations 

n ENSTAR staffed 24/7/365 
- Trained staff to respond to emergencies 

m Central Operations center in Anchorage 
- Regional Offices in Soldotna & Wasilla 

m Alternative Gas Control locations 
- Wasilla & Sterling 

n Redundant Communications Network 

n Equipment & Supplies pre-staged 
- Anchorage, Wasilla, Soldotna,& Sterling 

All Our @1lil~!1/J Goes Into Our CustomErs 
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Standard Operating Procedures 

m Comprehensive Review of Emergency Operating Plans 
- Gas Supply Disruption 

- Gas Leaks 

- Damages- contractors/homeowners 

- Natural Disasters 

- Fires 

m Employee Training 
- Operator Qualifications Program 

m PHMSA annually audits ENSTAR 
- Two audits successfully concluded early summer 2009 

ENSTAR 
All Our @'fJi}(fi~!1IJ GOES Into Our Customers .... 

'~"llJral Gas Con1pany 
9 
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ENSTAR Emergency Response Call Tree* 

·phone numbers redacted 

ENSTAR 
-~ Natural Gas Company 

-­call~'8COCeil 
PM", 

OllllabnManager Nctlll9d 
SOIOlIr'IaIKenaI Branell 
Ma·valley 91a11Ch 
AlIctaageolty sup: See us 8m contad: Canp 0911 Ptlc:ne 
P\JellrB OUt)' Sql: CUnpatlJ' 0911 Jtale Llettlg 

DOT NtGnceD.:ln: 
1. All ewnt w,(Ih It'I9 rtile96e ct 
gM~Elllter: 

A. Pmpert)' DBmagll ,.. $6CK 
B. PenIonaJ InIISY requmg 

mtptalzatDl a deeth 
DOT: 1-eco..~ 

1 
II RCA==~ II 

",",,0_ 
Tn",.m"", 
MaJ Clefltoullon 

""'''''''''' ..., 
M8jorDIsI~ 
OW .. 
Mapr 0161: Damage 

~"" co ReSted III or 

"''''' 

Gas lnt8rruptmle 
IEmnI: or Higti Cal 
Rate Ellpected 

A:;A. NOtIncatlOn 
D .. III~ QU6Irall8 
Ho"," 

EXten&NeMedla ""..,. 
BMronrrertal 
Prcaem DIamat. a 
OlIO 

ssrery Mmhl&trator 

All Our (fJ1liXE!.WJf!!I Goes Into Our Customers 

Ottector, ErQlneemg 
M~, Gal SUpply 

DIAKiOf, 0p8fBIIala 

MI!IlI!gBf, C«por&te 
canmtnJ:8Uont '" 
CUEtuner Servt:8 

MS18QB. BII8IrBB8 
D~mBnt 

MIIlBgBr. Reguatay A.1I'WI 

MfIl8J8f. capornte 
Cm1fTIUlblUonl '" =-...... 

SLlpBMiOr, 1=-i00i: ~Lltprnent .-
SOrely a Rl8k AdmtllBtl8tDl 

10 
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Cook Inlet Gas Supply Coordination 

rn Primary utility users of gas 

CHUG~::: 
ENSI:AR 

POWlflll' .lIASII'A'$ fLll'lJltl 

~ 
!;l 
It­_ dE 

M~P~ 
IlriQiOFUlGE.I>K 

m ENSTAR hosts Annual Shippers/Producers Meeting 
m Shippers forecast demand 

- Annual/Monthly/Daily . 

m Daily nominations on ENST AR Pipelines coordinated 
between 
- ENSTAR/Shipper/Supplier 

ENSTAR -. Natural Gas Company 
All Our @/iil(Jj!jjJ?jffIJ GOES Into Our CustomErs 
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.. Evaluate Spin 
Requirements 

Emergency Gas 
Purchases 
. beyond 

Contractual 
Limits 

Upto 
CEADai 40% 
Requirel. , 

\ 
\ , 

Maximize 
Hydroelectric 

Resources 

Emergency 
Purchases 
from GVEA 
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Conservation 
Programs 

Governmental 
and Public 

Facility 
Response 

Utility 
Nonessential 

Load Curtailed 

Upto 
40% 

Consumer 
Response to 
Curtailment 

Level 

Individual Large 
Commercial 

Plans 
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Up to 
reduced 
through 

I' "'. .... ) system ops 

Liquidj=uel· . . 
Operation & ' . 
Natural gas' 

Storage 

Conservation, 
Effici~ncy Programs & 
Renewable Resources 

. Reduce Fuel Reqs. 
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System Ops 

(In no particular order, 
depends on situation) 

Voluntary Actions 

Interruptions 

DRAFT Utilities Emergency Response Overview 
Short-term Mid-term 

(Hours to days) (Weeks to months) 

increase hydro generation Divert gas from LNG piant (warm shutdown) 

Increase limits on Kenai 115 kV line Golden Valley Electric 

Golden Valley Electric Assoc. -Curtail energy sales 

- Curtail energy sales ·Purchases up to 70 MW 

- Purchase up to 70 MW Seward on own generation 

Divert gas from LNG plant (warm shutdown) Sharing agreements 

Reduce/eliminate spinning reserve (Chugach arms SILOS) Emergency rates (would require tariff) 
ML&P/Chugach generation swap (Joint decision) Portable generators (i.e. lease from GE and use oil bladder) 

ML&P converts to liquid fuel (ML&P decision) ML&P to continue liquid fuel (ML&P decision) 

Emergency gas purchases (Beyond contractual requirements) Evaluate spinning reserve 

Adjust generation mix based on deliverability 

BESS 

Seward on own generation 

Non-ENSTARlAPC system users of gas are interrupted 

interuptible gas customers are curtailed 

3rd Party Gas Marketers adjust deliveries 

Adjust gas flows to ML&P as needed 
Adjust gas delivery points based on detiverablity 

Retail Wholesale 

-Switches under Public!Gov't control -Matanuska Electric 

-Meet with to determine actions -Homer Electric 

-Switches under private control -Seward Electric 

Commercial Conservation/Efficiency 

-Self-generation (not with natural gas) -Smart Power 

-Reduce exterior/lot lighting -Education 

Residential -Smart metering 

-Action chart -Energy audits 

Utilities own facilities Disable selected street light circuits? 

-Cut non-essential load at utility facilities Reduce essential gas consumption - Retail & Commercial 
Reduce non essential gas consumption - Retail & Commercial 

Feeders'pnOrltized ' Feede!"5' prioritizf3(j , ,':" 'i ~<:::,::::',\ :,'< 
-Shared: ~~OsibiH~y am,bog' utiliiies -Shared Jesponsibility among utilities, ' ",';<',; 

-Fairness, :Se'nsitivfty'to C,riticai loads, rotation , -Fai'mess""sensiti~itY,to CritiCaiioads:,rotation, , '" ,::,:~,( 
-20,10 30 mirlUte~ Per'~tage -20 to 30 minutes'per, outage ' , 

Gas CurtEulments of COmm~r-C;ial Accounts Gas Curtailments of Commercial Accounts " '::, 

Long-term 

(V-I 
Southcentral Power Project 

Replacement generation ML&P Plant 1 & 2 

More renewables 

-Wind, geothennal, hydro 

Gas storage 

- LNG, in-ground 

IGT - liquid fuel conversion 
Purchase power from GVEA 

Cook Inlet Resource Management Plan 

Intergrate Seward generation 

Additional BESS to reduce spinning reserve 

Long-term rate design changes 

Integrate gas transmission system 

Wholesale 

-Matanuska Electric 

-Homer Electric 

-Seward Electric 

Conservation/Efficiency 

-Smart Power 

-Education 

-Smart metering 

-Audits 

Dispatchable alternative self-generation 

F~ders prioritized , 

:~h~8d responsibility among utilities 

: ',:'F'a.i~~'s~"SeOSitiVity to critical loads,' rotation 

;- '_'.2d'_~~!'30 minutes per outage 

G~:~u~~I,rienis of Commercial Accounts 

Revised 8/26/2009 
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r-.:~!!;e~!:~n:~~~nd~o~~~!~~ii~ 
I t> Promotes development of renewable and non-
I· renewable energy resources-- - -

I 

l 

I> Promotes economic development through cost­
effective, long-term sources of energy for 
communities statewide 

t> Supports energy research, education, and 
workforce development 

I> Supports coordination of governmental functions 
and promotes streamlining of regulatory 
processes, avoiding duplication of effort, and 
overall coordination of effort by all levels of 
government 

1 

1" 

-l 
llne~ Ke¥ Steps G(QiiFlg IFQrrwarrd II 

Establish the Energ¥ Policy 

I , 

I 
I 
I 
I 
I 
I 

I , 

I 

2. 

3. 

4 .. 

Develop Strategic G.oals I 
Adopt the Plans. to Achieve the Goals 
Implement Programs and Projects 

4 
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DRAFT----Customer Action Plan 

DRAFT - Customer Action Plan 

8/25/20092:52 PM 
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COMMONWEALTH 
NORTH 

Energy for a Sustainable Alaska: 
the Railbelt Predicament 

Testimony before House Energy Committee 

04/01/10 

• • • 
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The Current Southcentral Energy Supply Scenario 
The Not So Convenient Truth 
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With Great Energy Opportunity Comes 
Great Responsibility and Leadership 

Alaska has significant energy potential and a vast natural resource base. Many 
energy alternatives could playa critical role in the diversification of Alaska's 

energy portfolio in an economic and sustainable model. We must move forward 
to protect Alaska from the economic drag associated with continued volatility of 
world, national and local fuel prices, and offer stable opportunities for citizens 

and business to invest in the future . 
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Results - Scenario 1 B 
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BUILDING A WORLD OF D1FFERENCE® BLACK & VEATCH 

Results - Scenario 28 
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Now - Deliverability Response 
• Mayor's tri-color preparedness grid 

- Being prepared 

- Having a plan 

- Conservation 

• Real savior - ML&P's ability to switch to all diesel 
generation - saving the natural gas for the rest of 
the heating grid 
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Intermediate Term Transitional 
Solutions 

• Gas Storage 

• Import LNG 

• Drill more wells - Cook Inlet and elsewhere 

• In-state gas line 

• Renewables - Fire Island wind 
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Long Term 
Future Solutions 

• Most options/Most time/Richness of Solutions 

• Main line 

• North Slope gas into Southcentral 

• Susitna and other large scale renewab~e projects 

• All have a *Big $$$ price tag* 
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Recommendations 
Alaska is rich in natural energy sources and yet many Alaskans struggle to 
meet rising energy costs. Commonwealth North commissioned this study to 

evaluate solutions and facilitate dialogue relevant to energy policy throughout 
Alaska and develop guidelines and recommendations for a secure energy 

future. After extensive discussion and debate with involved and knowledgeable 
citizens, Commonwealth North formulated the following findings and actions 

items as a means for addressing the current energy issues along the Rai/belt. 
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I-' 
0'1 
N 
o 

• 

COMMONWEALTH 
NORTH 

Recommendation 1 
Assess the potential of a gas 

deliverability disruption in the near 
future due to the extreme load on 
the system coupled with potential 

deliverability constraints. 
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Recommendation 2 
Address immediate deliverability and cost 

issues in both Railbelt and rural areas by 
leading implementation of stop-gap 

measures to encourage conservation, 
alternative energy and efficiency . 
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Recommendation 3 

Make gas storage available as soon as 
possible to help utilities meet 

deliverability challenges . 
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Recommendation 4 

Establish a clear regulatory standard 
for review of gas supply contracts . 
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Recommendation 5 

Implement a policy of fuel 
diversification with the long term 
. goal of reduced dependence on 
diesel for much of rural Alaska . 
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Recommendation 6 
Adopt a strategy to diversify Alaska's 

energy portfolio within the next 15 years 
to include other viable energy 

alternatives including hydro, coal, 
propane, wind, geo-thermal, and other 

renewable energy projects . 
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Recommendation 7 

Encourage development of oil and 
natural gas potential and the 
construction of a natural gas 

pipeline . 
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What Can be Done Now 

Continue the energy dialogue and establish 
a pro-active approach and reasoned 

policy action on energy issues in Alaska . 

• • • L. __________________________________________________________________________________________ ___ 
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Alaska State Legislature 

Please enter into the record my testimony to the tdof4 &erqy 
committee Mm 

committee on /Ill 30G . dated ;-.2 9-0 I 

P. 01 

bill/subject #I. 
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RCA 
RCA.mail@Alaska.gov [from RCA file 1 

The RCA's request for a determination if the RCA has the authority to regulate gas storage. 

First, On Monday the 11 th I made a request to see or hear the testimony in this case, which 
was heard the 8th and have received nothing, not so much as an acknowledgment of my 
request. 

The hearing was set on Christmas Eve and beard a week after New Years. Truly, the bearing 
was a very hastily contrived bearing for exclusive benefit of Enstarl TransCanada I Conoco I 
Chevron! Marathon. There was no finding of facts by the RCA on which an informed public 
could comment or time to comment. 

Second. It appears the RCA is being compliant to the requests of Enstarl TransCanadai 
Conocol Marathon!Chevron!eta!. and not acting in the public interest or public trust. The 
RCA would foist on the Cook Inlet gas consumers an unnecessary gas storage scam, which 
would allow the continued the fleecing of the Cook Inlet gas consumers by Conoeol 
Marathon! Chevron IEnstar. As former Governor Murkowski' s Attorney General pointed out 
the charges for gas were "excessive", "unjustified" and ''unwarranted''. Thoseproblerns have 
not been addressed. 

Third. There has been no showing that there is need for unregulated gas storage let alone 
regulated. Is there a possibility gas storage competition? Would the RCA be an unnecessary 
burden if there were to be several gas storage facilities? Why would RCA's regulation of 
gas storage be in the public interest in view of the fact that RCA's regulation ofthe Cook 
Inlet gas market certainly has not been in the public interest? Why would RCA act 
differently as a gas storage regulator than the RCA has in the past? The RCA had the 
obligation to make those determinations before the RCA made the request for authority to 
regulate or allow gas storage. The RCA did not make the above determinations. 

Fourth. There has been no showing of RCA's fitness to regulate gas storage. Ifgas storage is 
regulated by the RCA the way the RCA has regulated Cook Inlet gas, the gas storage market 
win become the collusively property of Conocol Marathon!Chevron! Enstar. See Governor 
Murkowski's Attorney Generals investigation into Cook Inlet gas pricing. 

Fifth. Just recently a formal study on Cook Inlet proven gas has been released. That study 
demonstrates that there are ample supplies of proven Cook Inlet gas, 1.15 tcf, which I believe 
is understated .• closer to 1.5 tcf. The knowledge of ample Cook Inlet gas has been kept from 
the public and it appears the RCA never fonnally inquired although the RCA informally 
knew there were ample supplies of Cook Inlet gas available for the development of sufficient 
gas supplies for the Cook Inlet Gas Consumer. The RCA failed to act on behalf on the Cook 
Inlet gas consumer. 

It appears that the RCA never raised question of ample Cook Inlet gas or the question of 
aCCess to market but deliberately acted to aide and abet the collusive behavior of Conocol 
Marathon I ChevronlEnstar allowing them to control the market to the exclusion of others . 

P. 02 
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Sixth, Apparently the. RCA has never made an inquiry as to the amount of gas and gas 
pressure that could be made available from the existing reservoirs with infiU drilling and 
horizontal drilling from existing wells all of which the RCA had and still has obligation to do 
before pursuing gas storage authority. 

Seventh. The cost construction of a gas storage facility with its injection infrastructure and 
additional wells will cost more than the simple infill drilling of existing gas reservoirs which 
must be done in any event to obtain the necessary gas. Then there is the cost of the purchase 
of gas; the cost of the transportation of the gas to the storage reservoir; the cost of injection 
of the gas into the storage reservoir; the cost of the gas storage; the cost of the gas necessary 
build up and provide the gas storage reservoir minimum working pressure, that gas will be 
lost and not available to be marketed for life of the gas storage reservoir and the gas 
consumer will pay over and over again for the life of the gas storage reservoir for gas the gas 
consumer can not use, the cost gas production and the cost gas transportation to market; all of 
which the gas consumer must bear, Compared the to simple infill drilling for and production 
of gas, 

With gas storage most of the current producers hope to escape baving to do what they are 
required to do by their lease agreements, Alaska's Constitution and the "Public Trust 
Doctrine", 

Eight. I request the RCA withdraw the RCA's request for storage determination and do what 
the RCA should have done years ago, make determination of the costs ofinfill drilling and 
horizontal drilling from existing wells in producing reservoirs as well as the pressures and 
volumes to be had. 

Nine, Since it is already known that there are ample suppJies of Cook Inlet gas available for 
the infill and horizontal drilling, it was incumbent upon the RCA to notify the Governor and 
DNR, requesting that the State leases, Alaska's Constitution and the Public Trust Doctrine 
requirements be enforced so that those supplies of gas were and are made available to the 
Cook Inlet gas consumer. 

Further, the RCA had IlIl obligation to inform the public when the public was and is being 
stampeded into accepting the fact that there was no a1temative but to accept the dictates of 
ConocolMarathon/Chevron/ TransCanadalEnstar that there were not ample supplies of Cook 
Inlet gas and the public must accept "cxcessive", "unwarranted" and ''tmjustified'' cost of gas 
when in fact that were much less costly alternatives. The RCA did not act in the public interest 
or trust! 

Tenth. There is little doubt in my mind that the RCA commissioners not only knew of the 
ample supplies of Cook Inlet gas for the infill drilling but also did not make a request for 
compliance with the leases, Alaska's Constitution and the Public Trust Doctrine so that 
Conocol Marathon! ChevronlEnstar could continue to act collusively to determent of the 
Cook Inlet gas consumer, 

Jerry McCutcheon susitnahydronow@yahoo.comDraftOI/15110 

p, 03 
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Cook Inlet Natural Gas Use 
Chugach Electric Association 

The Alaska State Legislature 
House Special Committee on Energy 

Co-Chairs 
Bryce Edgmon & Charissee Millett 

Representatives, Dahlstrom, Johansen, Ramras, 
Peterson and Tuck 

March 17, 2009 

Bradley Evans, CEO 
Chugach Electric Association, Inc. 
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Current Natural Gas Situation 

• Natural gas is important to regional 
economy 

• Moving from an era of abundance to limited 
supply raises new issues 
- Security of supply 

- Affordability 

• Many organizations are involved 
- Chugach, Enstar, the producers, DNR, DOR 

- Parties have different priorities 

- Knowledge is stove-piped 

.' ---
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Cook Inlet Supply Demand Situation 
Today 

Supply 

Rese,:¥oir harvesting 
Limited exploration 

Supply Management 

LNG interruptions 

today 

. ..,.. 

• 

Demand 

LNG exports 
Gas utilities 
Electric utilities 
Military bases 

Conservation 
Load interruptions 
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Without reserves growth, supply will not 
meet gas demand for utility needs 

• 

260 

200 

-150 
t 
'"' !,J 
m 
Ii 

&100 

eo 

Reserves Growth 
All Supply Aggregated 

• Base Supply + 1.5 Tef Reserves Growth 
Base Suppl', 
Urea 
IN~ 

Power Generation 

o ~ 

2000 2005 2010 2015 2020 2025 

Slide courtesy of ANGDA 
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Comprehensive Cook Inlet 
Resource Management Plan 

• Meet & protect consumer needs 
• Address fuel supply security 
• Increase transparency & information sharing 
• Provide input to a Railbelt IRP 
• Provide guidance for investment decisions 
• Optimize resource management 
• Provide information for rational policy 

decisions 

• 
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Next Steps 

• Administration taking lead 

• Detailed scoping of the plan by stakeholders 
- DOR, ANGDA, DNR, Utilities, other 

• Development of a steering committee 
• Funding support from legislature 
• Report due to legislature by date certain 

.-
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Cook Inlet Public Gas Authority 

• A non-profit gas agency 
• Secure economical, long-term wholesale 

natural gas for all end-users 

• Stabilize and reduce the cost of natural gas 
for the benefit of all customers 

• Members to include electric and gas 
utilities 

• 



I-' 
0'1 
¢> 

N 

Summary 

• Utilities are dependent on Cook Inlet natural 
gas for electric supply 

• Affordable electric rates sustain.economy 

• Gas demand is outpacing supply 
• Renewable energy & conservation will help 
• Alternatives need to be identified 

• Time is of the essence 

• 
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USGS Estimates of Onshore and State 
Offshore Natural Gas Resources 

MMS Estimates of OCS Natural 
Gas Resources 

~,fl .J 

Natural Gas Resourcl!S Reported 

Numb.,. posted IUt for "cllnlcallv 
IKaytrab,s'. "ndls-covt,ed volumt. 
of cOIIYlnllollal "atulal gas '''Gurus 

Rang •• Etllm.t.s of volumt. ot gas I' 
95,," and 5% prob;ibllltit. 

M., ... MI.n,n,lI"u,I .... ot gls lIolumn 

tef. trillion cuble 'ee' of gil 
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UPPER COOK INLET BASIN 
Basin / Reservoir Origins 

• 
Modified from: 
Tornqvist, T., 2005, Principles of Sedimentology and Stratigraphy; University of Chicago, 
http://www.uic.edu/classes/geol/eaes350/ 
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From Swens 

• 
Sand Distribution in a Fluvial System 

Beluga River Gas Field 
Reservoir Correlation Along Structural Crest 

Sterling and Upper Beluga Formation I 
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N-ew Gas from New Ex.pJoration Play Types 
Anticline Nonnal Fault 

Thrust Fault 

Oil and Gas Trapping Mechanisms 
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O'il & Gas Cook Inlet Milestones: 
18,0,Os-19,40s 

1800s: Oil seeps 
documented along Gulf 
of Alaska 

1890s 
-Oil claims staked on 
Iniskin Peninsula at Oil 
Bay 

1896 
-Oil claims staked at 
Katalla 

18905 

• 

1902 
-Oil discovered 
Katalla 
-Wells drilled on 

Iniskin Peninsula at 
Dry Bay 

1902 

Early to Mid-19005: The search for oil continues 

1920 
-Shallow well drilled 
Anchorage 
-Alaska lands 19205-19405 
reopened for leasing -Further exploration 

1910 on Alaska Peninsula, 
-Alaska lands Iniskin Peninsula, 
withdrawn from 1928 Gulf of Alaska, with 
leasing due to -Shallow well drilled no commercial 
oil glut Chickaloon success 

1910 1920 1930-1949 

27 

• • 
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Oil & Gas Cook Inl'et Milestones: 
1950-1959 

EarlySOs: Federal acreage 
limit per company'ehanges 

from 15,360 to 100,000 
acres 

Focus shifts to the Kenai 
Peninsula 

1951 
oSterling Highway 
completed 

1950 

Mid-50s: Promoting and brokering leases in 
Cook Inlet takes off 

1953-54 
oRichfield & Marathon 
file for Swanson River 
leases (71,000 acres) & 
Unocal files for leases 
north of Kenai (200,000 
acres) 

1955 
oAK Gulf Oil #1 near 
Knik & Rosetta #1 
near Houston drilled 
oRichfield, Marathon 

& Unocal combine 
leases to form 
Swanson River 

1953-1955 

Late 50s: Leasing rush in southern 
Alaska, 100 companies active & 

18MM acres under lease 

1955 
°Oil discovered 
Swanson River 1958 

oGas discovered 
1957 Deep Creek 
oChevron buys 
50% of ARCO's 1959 
interest in Cook oGas discovered 
Inlet for $30MM Kenai Gas Field 

oAlaska 

1958 Statehood 
Swanson Oil °First offshore 
Field production lease sale Cook 
begins Inlet 

1956-1959 
30 
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Oil & Gas Cook Inlet Milestones: 
19:6'0-19,69 

Early 60s: Exploratory drilling 
activity explodes 

1960 
-Gas discovered West Fork 
-Kenai Gas Field production 
begins 

1961 
-Gas discovered Sterling & 
Falls Creek (Ninilchik) 
-1962 
-Gas discovered Beluga River & 
North CI 
-Gas discovered Lone Creek & 
West Foreland 
-Oil discovered Middle Ground 
Shoal 

1960-1962 

• 

, Mid-60s: Placement of offshore production 
platforms begins 
Exploratory drilling peak: 1966 
Development drilling peak: 1968 

1964 
-Gas discovered Kasilof & Cannery Loop 
-Oil discovered Tyonek Deep 
1965 
-Gas discovered Birch Hill 
-Oil & Gas discovered Granite Point & 
Trading Bay 
-Oil discovered McArthur River 
1966 
-Gas discovered Ivan River & Nicolai Creek 
1967 
-Gas discovered Beaver Creek 
-Gas discovered Moquawkie & North Fork 
-Gas discovered 3 Mile Creek 1967 
-Oil discovered North Trading Bay 
-Oil discovered Starichkof (Cosmopolitan) 

1964-1967 

• 

1968 
-Oil discovered 
Prudhoe Bay 
-Oil discovered 
Redoubt Shoal 
-Gas discovered 
Albert Kaloa, 
Lewis River 
-Unocal fertilizer 
plant starts 
operation 

1969 
-Moon Landing 
-Gas discovered 
Pretty Creek 
-Nikiski LNG 
begins exporting 
to Japan 
-Tesoro Refinery 
begins operation 

1968-1969 
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Coo;k Inlet Oil & Gas Milestones: 
1970 -19'89 

Early 70s: Exploration in Gulf 
of Alaska, federal OCS 

1970 
-CI Oil peaks at 225,000 bid 
-Gas discovered Nikolaevsk 
1971 
-ANCSA gives AK Natives 
44MM acres and $962MM in 
cash 
1976 
-Tesoro pipeline from Nikiski 
refinery to Anchorage airport 
& port 
-Permanent Fund established 

1970-1976 

Late 70s: Gas exploration 
increases as new LNG and 

iron ore reduction 
projects are considered 

1977 
-TAPS completed 

1978 
-Gas discovered Stump 
Lake 
-Unocal fertilizer plant at 
Nikiski expanded 1978 

1977-1979 

Early 80s: Exploration in 
lower c.i., federal oes, 
Upper c.1. at Kalgin Island, 
Fire Island, and S.R.S. 

1981 

Mid to Late 80s: 
Recession - oil price crash 
and state spending cut; 1 
in 10 jobs disappear from 
Alaska workforce 

-Legislature decrees state to receive all seismic data 
shot on its lands 

1983 
-Gas discovered Wolf Lake 

1985 
-Marathon installs Steel head platform 

1989 
-Valdez oil spill in Prince William Sound 1989 
-Natural gas prices deregulated 1989 

1980-1984 1985-1989 
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Coo:klnlet Oil & Gas Milestones: 
1990 -1999 

19905: Anadarko partners with ARCO 
Union Texas partners with CIRI 

Forcenergy partners with Stewart, DAN CO, Marathon and Unocal 

1990 
oOcean Energy 1992 
succeeds Unocal as opetro Star builds 
operator of Pioneer Valdez refinery 
Unit in MatSu Coalbed 
Methane project 

1991 
°Oil discovered 
West McArthur River 

1993 
oARCO continues SCI 
and Sunfish drilling 
campaign (science 
driven) 

1994 
oUnion Texas 
explores CIRIIand 

1996 
oCook Inlet gas 
peaks at 223 
bcf/year 
oState sta rts 
areawide leasing 

1998 
oCross Timbers 
(XTO) purchases 
Shell's interest in 
Middle Ground 
Shoal Field 

1999 
oNikiski LNG plant 
export license 
extended 10 years 

1990-1993 1994 1995-1999 
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Cook Inlet Oil & Gas Milestones: 
2000-2006 

Focus shifts to Lesser Known Players: Armstrong, Aurora, Stormcat, Pelican, Escopeta, Rutter & Wilbanks, 
Benchmark, Geopetro enter CI 

2002 
-Production begins Redoubt Shoal 
-Dillion & Baker platforms shut in 
-Aurora buys last of Anadarko's CI Assets 
-Swanson River gas storage 

2003 
2000 -Alaska Stranded Gas Development Act reauthorized 
-Osprey platform set at Redoubt Shoal 
-Agrium buys Unocal fertilizer plant at Nikiski 2005 

Pretty Creek Gas Storage project 
2001 
-Seven natural gas exploration wells drilled in CI 2006 
-Evergreen succeeds Ocean -RCA rejects APL-S (Henry Hub) 
-BP's Gas to Liquids plant begins operating in Kenai -Kenai (2006) Gas Storage project 

2000-2001 2002-2006 

• 
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Cook Inlet Oil & Gas Milestones: 
2007-2009 

Focus shifts to lesser Known Players: Armstrong, Aurora, Stormcat, Pelican, Escopeta, Rutter & Wilbanks, 
Benchmark, Geopetro enter CI 

2008 
-Armstrong, North Fork Unit drills 2nd well- first well 
drilled 40 years ago, needs pipeline extension from 
Happy Valley to monetize gas 
-RCA accepts APL-6 with stipulations 

2007 -Enstar rejects RCA stipulations 
-Pacific buys Forest assets -Weighted Average Cost of Gas (WACOG) in effect 
-Agrium closes fertilizer plant -Redevelopment work in Beluga, 2 wells drilled & NCI, 
-Corsair, Kitchen Units formed first offshore units in CI 3 wells drilled (2008) 
since Redoubt in 1997 -LNG plant extension through 3/2011 
-Pioneer at Cosmopolitan Hansen well sidetrack 
-Chevron & Marathon continue to drill for/develop gas 2009 
at Ninilchik, Kenai & Cannery Loop (ongoing) -Pacific files for bankruptcy 

2007-2009 
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Cook Inlet Exploration Wells Drilled, 1950 - 2008 
40 

35 

Largest oil discovery at 
McArthur River field (1965). 
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COro:k Inlet Oil & Gas Platforms 

5 

1966: Anna. Bruce. Dillon. Granite Point. Monopod 

4 

1967: Grayling. Dolly Varden. King Salmon. Shell "C" 

3 

1968: Spark, Spurr, Tyonek 

2 

1964: 
Shell "A" 

1 

1965: 1 98ti: Steelhead 2000: OS]' fe\ 

Baker o 
1958 1962 1966 1970 1974 1978 1982 1986 1990 1994 1998 2002 2006 

LS 03/09 
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Coo'k Inlet Gas Exploration Statistics 

• 85% of gas discovered early in exploration 
cycle while drilling for oil' 

• Only structural traps had been explored for or 
developed - stratigraphic trap potential 
essentially untapped 

• Nearly one in ten fields >2 tcf 

• 4 largest fields have 86% of reserves 

• Field-size distribution lacks discoveries in 300-
1300 bcf range - yet to be discovered? 

42 
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Gas Field Size Distribution 
Cook Inlet 
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rNicoli Creek I 31 
IStump lake, 61 
I Pretty Creek -~---61 
rWest Fork : ---~ 
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North Fork --
Fails Creek 

I 
- , 

Birch Hill 22 
Sterling I 26 
N Trading Bay Un 30 
Moquakie J 43 
I Wolf lake 1 50 
!Trading Bay 

i 
90 

Ivan River 104 
MGS i 112 
Cannery loop : 1161 

; GriOl~itePoint 1 137J 
I Swans on River 1451 
I Beaver Creek 2421 
IBRU 1266! 
1 McAurther River:- 13841 

LNCI 1 23281 

: Kenai 24251 

'-, TOTAl= 8576 bcf 

I. Mean = 373 tcf 
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C,oJo~klnlet Oil & G,as Explora'ti;"o"n 

- Minim,al focused exploration for natural gas in the Cook Inlet 
untit reeent years 

- om ar:'ld.·~ase*pjloration is inherently risky, with a low chance of 
economic success with long le·ad time 

- Difficult data acquisition with thick coals and low velocity 
surface 

• 

- The best chance of success is achieved when numerous geologic 
concepts are tested, which requires access to entire 
sedimentary basin, numerous exploration wells 
Market certainty, modern high resolution geologic data, and 
non-volatile pricing are key to meeting economic risk thresholds 
In the Cook Inlet, most of the "easy" (inexpensive) gas has been 
found and delineated 
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What does the future hold? 

• Is there more gas to be found? 
-Yes 

• Where will it be found? 
- In existing fields 

- I n new exploration play types 

• What are the hurdles? 
- Land access over all basin . 

- Expensive data gathering and drilling costs 

- Complicated limited market 

• • 
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BCF Cook Inlet Demand and Deliverability Forecast 
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Historic Deliverability 

2/3/1999 1/9/2007 
Average Temperature -190 F -100 F 
On Enstar System 272 292 

CEA Beluga 83 83 
CEAlHEA Nikiski 14 . 12 
LNG 224 150 
Agrium 157 0 
Other Industrials 13 6 
Total Deliverability 763 543 

less Storage Volumes 0 -43 
Well Supply 763 500 

• • 

1/3/2009 
-110 F 

314 

60 
12 
40 
0 

14 
440 
-60 
380 
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Cook Inlet Daily Gas Demand 

-Heat 

• Electric 14x 

1x 

Warm Day Average Cold Day 

Deliverability 

Seasonal 
Needle Peek 
Intra-day 

Wells 
Pipelines 
Compression 
Connectivity 
LNG, Agrium 
Gas Storage 
Line Pack 

• 
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Industrial Base Load 

• Heat • Power • Heat • Power 

Warm Day Average Cold Day Warm Day Average Cold Day 

Peak Swing 50% 
Peak Swing 200% 

• • 
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Ke;n::ai LNG Export Agre'em'ent 

• cOP - 2 we'Us in Beluga 

·MiI~:O - 2 wells in Ninilchik, 3 wells in Kenai 

• Catalog well and seismic data for sale 

• RFP to buy gas for LNG plant 

• Enstar contract reasonably approvable by RCA 

• Fill unmet need of Chugach 5.2 BCF in 2010 through 
good faith negotiation approvable by RCA 

• 
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Gas Storage Expansion Plans 

• Continue to develop Cook Inlet storage 
capacity 

• Engaging producers and utilities on storage 

• Actively working one potential storage lease 

• Potential for storage in winter 09/10 

• 

52 



~ • 
+-' ~ 
QJ ..E c - "'0 
~ QJ 
0 -

::J 0 "'0 U QJ V') 
~ ~ OJ 0 U '+- V') -ro on >-

• c -V') 
(j) QJ =0 0 > OJ c 0 .-

+-' V') .- N ro u... 
+-' ro -.. c +-' 0 OJ V') 

N QJ (lJ +-' .....J 
~ >- QJ QJ ~. -+-' to ro c ::J V') ~"'> - c: (j) +-' QJ ti') ro "'0 0 (lJ ......., .- 0 CXl "'0 S N 

rQ ClJ ro >-::J QJ ro C tn ~ 

~ 
.".~:; 

(,() <C .-
LL. .-
• • • 

1695 



~ • • 0\ 

COiordinrlatlon with Federal Government 

• EncQu:ra;g'ing exploration and development of 
fe'd'erallands. . 

• Continue partnering with Minerals 
Management Service and Bureau of Land 
Management in managing and oversight of 

jointly-owned lands (Beluga River and 

Cosmopolitan Units). 

• 
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Oil and Gas Fields of Cook Inlet as of February 2009 
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Cook Inlet Oil and Gas Activity 2007 

~ 2008 - 2009 Ex"'o",tlon Ac!iv;ty' I ~\ 
Unit Boundaries _. '" '0 .. it 
Gas Accumulation 
Oil Accumulation ,- '"--.. _.".r' t.Aap 1.0C9llnn 

Major Roads _EQuOI~j50NAD1~ 

Alaska Seaward Boundary 1~ 

• WELLS PERMITTEDIPLANNED 2008 - 2009 

• DEVELOPMENT WELLS DRILLED 2007 - 2008 

1 98 2009 
• GAS INJECTION SERVICE WELL 




