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DEPARTMENT OF NATURAL RESOURCES

- LAND BASE & OWNERSHIP -

Land Base

* 586,412 sg. miles—more than twice the size of Texas
e Larger than all but 18 sovereign nations

* More coastline than all other 49 states combined

* More than 3 million lakes; half of world’s glaciers

* Approximately 40% of the nation’s freshwater supply

E Federal
E State
[ ] Native

Land Ownership
* Federal Land: more than 200 million acres

e State Land: Approx. 100 million acres of uplands,
60 million acres of tidelands, shore lands, and
submerged lands, and 40,000 miles of coastline

* Native Corporation Land: 44 million acres
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DEPARTMENT OF NATURAL RESOURCES

- OIL & GAS RESOURCE POTENTIAL-

North Slope Cook Inlet
* More undiscovered, potentially recoverable e Significant undiscovered resources
oil than any other Arctic nation remain
o OIL: Est. 40 billion barrels of o 19 trillion cubic feet of natural gas
conventional oil o 600 million barrels of oil
o GAS: Est. over 200 trillion cubic feet of o 46 million barrels of natural gas
conventional natural gas liquids

e Untapped unconventional resource
potential, including tens of billions of
barrels of heavy oil, shale oil, and viscous
oil, and hundreds of trillions of cubic feet of
shale gas, tight gas, and gas hydrates

Sources: USGS & BOEM

Compared to most basins, Alaska is relatively
underexplored, with 500 exploration wells on the
North Slope, compared to Wyoming’s 19,000.



Presenter
Presentation Notes
The estimated 40BB includes
~16 BB onshore on state and federal land (including ANWR, NPR-A) 
~24 BB in Chukchi and Beaufort that are now withdrawn or not available for leasing under the current 5-year plan.
The area of the Beaufort still under consideration for future leasing is the most promising part, likely capturing a disproportionate share of the potentially discoverable and commercially producible resources

Middle Earth exploration by Doyon and Ahtna is continuing.

The latest Cook Inlet oil and gas assessment was published by USGS in 2011



STATE OF ALASKA

- A RENAISSANCE ON THE NORTH SLOPE -

] 20 year high for exploration and production rig activity.

Resource Potential

L] “Super Basin” in resurgence — IHS Markit, 2018

] “Alaska is synonymous with energy...The State...and industry...have produced billions of barrels...and we think there are still billions more ...”
USGS, 2020

Major Discoveries:
] Billion barrel discoveries since 2016: Pikka (0.75BBO+ recoverable), NPRA (0.5 to ~2BBO+ recoverable), Caelus’ Smith Bay (est. 6 BBO OOIP with
1.5BBO recoverable)

Opening of Federal Lands:
] New production from NPRA
" Greater Moose’s Tooth 1 online
= Greater Moose’s Tooth 2 expected by 2021 with est. total recoverable volumes of 180 MMBO
L] Greater Willow development expected by 2025/2026 with est. recoverable volumes of 450-800MMBO

L] Alaska National Wildlife Refuge 1002 Coastal Plain

L] First lease sale for 1002 acreage no later than 2021
= Mean estimates of 7.69BBO technically recoverable
= New seismic expected to be shot in 2019

Market Access:

] TAPS pipeline throughput stable with spare capacity. Smaller companies, like Caelus, BlueCrest & Armstrong, are engaging in exploration plans
that will help maximize TAPS throughput into the future.

Players:
L] Multinationals as well as large and small Independents. Over 10 new entrants since 2016 (e.g., Oil Search) signaling presence of large, viable
fields that were previously unknown.



Presenter
Presentation Notes
18 exploration and production rigs are estimated to be active in 2019 according to the DOG & Baker Hughes data sources
IHS: https://news.ihsmarkit.com/prviewer/release_only/slug/energy-alaska-north-slope-super-basin-ready-oil-resurgence-oil-production-expected-gro
USGS on Alaska: https://www.ogj.com/general-interest/article/14075369/usgs-updates-technically-recoverable-oil-and-gas-estimates-in-alaskas-north-slope 


STATE OF ALASKA
- GEOGRAPHY -
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Presentation Notes
Background info you’ve all seen. 

In spite of long history of exploration and production, basin is under-explored

Much potential remains

To date all exploration has been aimed at structural traps.

Much technical work has been done on structural traps in the basin, but the majority of this information is propriety – not in public realm

Little if any work has been done on other play types, such as stratigraphic traps. Strat traps are the focus of our Cook Inlet Program


STATE OF ALASKA

-NORTH SLOPE GEOGRAPHY-
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Esri, Garmin, GEBCO, NOAA NGDC, and other contributors
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STATE OF ALASKA
- RECENT NANUSHUK FINDS -
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DEPARTMENT OF NATURAL RESOURCES

- FISCAL SYSTEM GENERAL OVERVIEW-

Statewide Base Tax Rate
. 35% Net Tax

North Slope
* Gas Tax Ceiling — average 17.7 cents/MCF for gas sold in Alaska
* Minimum Tax — 0% to 4%
e Gross Value Reduction — 20% or 30% taxable value reduction
* Per Taxable Barrel Credit — SO to $8/bbl for non-GVR oil, S5/bbl for GVR oil
* Lease Expenditure Carryforward Deduction

Cook Inlet

* Gas Tax Ceiling — average 17.7 cents/MCF
* Qil Tax Ceiling =S1/bbl

Middle Earth
e Tax Ceiling — 4% for first seven years of production
e Qualified Capital and Well Lease Expenditure Credit — 10% of capital, 20% of well
e Exploration Tax Credits — 30% or 40% of qualified expenditures
* Lease Expenditure Carryforward Deduction




DEPARTMENT OF NATURAL RESOURCES

-OVERVIEW OF INCENTIVES-

= Cook Inlet Discovery Royalty (AS 38.05.180(f)(4))
= 5% royalty on production from lease attributable to a certified discovery
= Royalty reduction extends for 10 years

= “Middle Earth” Tax Incentives
= Alternate Credit for Exploration (AS 43.55.025(a))
= 30% or 40% of qualified expenditures
= Expires 12/21/2021
= (Qualified Capital Expenditure Credit (AS 43.55.023(a))
= 10 or 20% of qualified expenditures
= No Expiration for Middle Earth

= Statutory Cook Inlet Royalty Relief (AS 38.05.180(f))
= Production-based royalty relief for specified Cook Inlet offshore platforms
= Royalty rates no lower than 5%
= Royalty rate escalates as production increases
= Royalty relief for specific Cook Inlet fields
= Royalty no lower than 5%




DEPARTMENT OF NATURAL RESOURCES

- ROYALTY MIODIFICATION OVERVIEW-

=  Commissioner may modify lease royalty rate to:
1.) Allow production from a field or pool that has not previously produced
i. Must be delineated to satisfaction of the Commissioner
ii. Must show that field or pool would not be economic without royalty relief
iii. Royalty rate may be lowered to 5%

2.) Prolong the economic field or pool life
i. Royalty rate may be lowered to 3%

3.) Reestablish production from a shut in field
i. Royalty rate may be lowered to 3%

= Lessee must make a “clear and convincing
showing” that royalty rate satisfies the
statutory criteria and is in the best interest

of the state.
= See AS38.05.180(j) for full enumeration of statutory criteria

= Eight applications, three approvals




DEPARTMENT OF NATURAL RESOURCES

-COLLABORATIVE APPROACH TO RESOURCE DEVELOPMENT -

“When our resource partners are doing well, Alaska is doing well.
-- Corrie Feige, Commissioner of Natural Resources

Division of Oil and Gas

Expertise in:
e Resource evaluation
 Commercial and fiscal issues
* Permitting
 Land and leasing

Providing:
* Geological and geophysical data
* Land and leasing records
* Exploration licensing
* Meetings with division experts
* Lease extension application




STATE/FEDERAL COORDINATION IS KEY

- OFFICE OF PROJECT MANAGEMENT & PERMITTING -

OPMP coordinates permitting of natural

resource development projects in
accordance with AS 38.05.020(b)(9):

The commissioner may lead and
coordinate all matters relating to the
state’s review and authorization of

resource development projects.

RS S RS I L,

= OPMP is located in the DNR
Commissioner’s Office

. . . . . .
OI,DM; cookr)(ljlnatlo_n is voluntary, SOA authorizes water withdrawal, fish habitat permits
reimoursable Services for activities on federal lands

SOA consultation, shares expertise on tundra travel,
air quality, reclamation, etc.
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DEPARTMENT OF NATURAL RESOURCES

- STATUS OF DEVELOPMENT -

North Slope Oil and Gas Activity

State of Alaska, Department of Natural Resources, Division of Oil and Gas, as of January 2020

— Beaufort Sea
ConocoPhillips Oil Search ConocoPhillips Eni
- Developing the Narwhal prospect with Spudded Mitqug well and planning Planning to develop Nuna Continuing drilling the NN-01 explora-
production as early as 2022 from CD4. to drill Stirrup well this Winter at prospect, production tion well and planned NN-02 in early Division of Oil and Gas
- Planning to drill six wells at Fiord West Pikka Unit. Development drilling to scheduled for 2022. 2020. Possibly drilling three new wells Lease sales for North Slope, North Slope Foothills,
prospect with ERD rig starting Q2 2020. start 2021, first oil expected and eight lateral wells from Spy Island. and Beaufort Sea areas held December 11th, 2019.
- Planning Fiord West Kuparuk East mid-2022, and full development | Permitted new development well. - North Slope Areawide lease sale received 56 bids
Pilot program which involves drilling starting early 2024. on 56 tracts with bonus bids totaling $6.6 million.
Rhea-1 development well and collecting g Hilcor| - Beaufort Sea Areawide lease sale received 13 bids
vertical seismic profile. P

Planning to add Raven pad on 13 tracts with bonus bids totaling $1.2 million.
at Milne Point Unit.

Jade Energy

@ HYDRATE 01 Bay
Prudhoe Bay:

Deadhorse

Thomson

Kuparuk
(OSTONY HILL 1 Rijyer

ORSESHOE 18 1A
@WINX 1

US Department of the Interior
Oil and gas lease sale for ANWR 1002
area likely to be held in 2020. Published

EIS for Coastal Plain Oil and Gas

SAExploration Leasing Program in mid-September.

Permitted Narwhal 3D seismic
survey west of central North
Slope and south of Nuigsut.

SAExploration
Permit for Staines 3D 2020 seismic
survey is pending.

ConocoPhillips
- Permitting 10 sites on Willow, West
Willow, and Harpoon acreage.

- Plan to drill and test up to seven
exploration wells.

- Expect final investment decision by

Brooks Range
Mustang field is online and using

BP Exploration/Hilcorp

- Pantheon Resources
State of Alaska evaluating u

Acquired Halliburton’s interest in

Exploratory and Stratigraphic

early production facility. \| proposed purchase by Hilcorp of .
2021 and first oil by 2025-2026 with Y procuicton 1aciy e e T =t the Alkaid/Phecda prospect. Test Wells

peak production 130k BPD. - Currently seeking partner for Spud Year 2020
. v development. Il Proposed

SAExploration crARLE 1 Il \ @ 2020 Wells
Continuing second phase of @ w10 Oil & Gas

acquisition for Kuukpik 3D program. O 2018 =1 unit
£ Boundat

National Petroleum @ 217 v

Reserve - Alaska

o2

Accumulate Energy
Plan to drill Charlie 1 exploration
well this Winter to test and evaluate
the Seabee Formation.

XCD Energy
Finished summer archaeological
ground survey for Peregrine project.
Completing integrated Nanushuk
technical regional overview project.

The accuracy of this map is subject to pending decisions
currently on appeal and other administrative actions.
Please visit w.dog.dor.alaska

t0 see our Most current maps.




DEPARTMENT OF NATURAL RESOURCES

- STATUS OF DEVELOPMENT-

Cook Inlet Oil and Gas Activity

State of Alaska, Department of Natural Resources, Division of Oil and Gas, as of January 2020

Lﬁ‘\'/"g‘?ﬂ Susitna Flats State
Game Refuge

Division of Oil and Gas
Reviewing Raser Power System's

Doyon, Ltd. - Hilcorp
Signed agreement for two-phase oil
and gas exploration program in Yukon
Hilcorp Flats area. Phase 1 will be conducted
Planning to drill development well 2020-21 and include airborne gravity
at North Cook Inlet Unit in 2020. S surveys and data analysis. Phase 2
(depending on data from phase 1)
would be conducted in 2022-23 and
consist of a seismic survey.

application for geothermal prospecting
permit on three Mt. Spurr tracts.

Division of Oil and Gas
Moquawkie 2D seismic survey
recently released through the
Geologic Materials Center.

Hilcorp
Planning to drill two rotary sidetrack

Trading Bay Nicolai |Sreek wells, GP-53 and GP-55, and maintain
production at Granite Point Unit.
State Game Refuge GP-53RD completed and online with

initial rate of ~950 BOPD

North
Trading Bay

HEX
Successfully bid on assets of Furie
including Kitchen Lights Unit and
associated infrastructure for $15 million.

Hilcorp

Conducting field study to identify rig
workovers, sidetrack drilling,

waterflood optimization, and other

ways to increase production at TBU

Cook Inlet

Division of Oil and Gas
Issued decision of no substantial new information for
2020 Alaska Peninsula Areawide lease sale

Redoubt Bay
Critical Habitat Area R

Hilcorp

Suspended A-10 RD well o .
Kenai National

Wlldllfe Remge Augmenting Cook Inlet Areawide lease sale area with
Southwest Cook Inlet exploration license area.

Clam Gulch Tustumena

Lake

Hilcorp

Planning to install two subsea power cables
to Baker and Dillon platforms at Middle

Ground Shoal Unit in anticipation of potential

platform reactivation

http://list.state.ak.us/mailman/listinfo/DOG.Leasing to
subscribe to leasing announcements.

Hilcorp
Identified six prospects in Grassim
Oskolkoff PA at Ninilchik Unit with drilling
possible in 2020 or 2021 POD periods.

Hilcorp
Planning to drill new grass roots
development well at Cannery Loop Unit.

Soldotna
)

BlueCrest Alaska

Nikolaevsk

~
th Fork .
<
Hilcorp f
Hilcorp Drilling new stratigraphic test wells e
Plan to drill two to four at Whiskey Gulch. 10

exploratory wells in lower

Cook Inlet April-October
2020, pending results of 3D
seismic survey.

The accuracy of this map is subject to pending decisions.
currently on appeal and other administrative actions.
Please visit ww.dog.dnr.alaska,qov/Information/MapsAndGIS

t0 see our most current maps.

Homer g <a@chemak

e eg Exploratory and Stratigraphic

Planning to drill first trident fishbone Cree Test Wells
well in 2020 at Cosmopolitan Unit. ) s e .
ud year Existing Oil &
g P CREE SR Hilcorp puc Y/ wells -~ = Gas Unit
@ Plan to continue production from ® 2019 @® Approve
Red Well 1 at Nikolaevsk Unit. O 2018 for Gas
® 2017 Storage

20
Miles
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Presentation Notes
This is here just in case you want to talk about Cook Inlet. Feel free to delete if not.
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