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State Roles

 Landowner:
Dept. of Natural Resources, Division of Oil & Gas
— lIssues leases, and approves formation of units and participating areas
— Collects royalties from on- and off-shore state lands (to 3-mile limit)

e Taxing Authority:
Dept. of Revenue, Tax Division
— Collects production, income and property taxes

— State gets a share of revenue from federal leases
(on-shore and from 3 to 6 miles offshore)

* Regulator:
Alaska Oil & Gas Conservation Commission (AOGCC)
— Independent quasi-judicial agency that issues drilling permits,
pool rules and injection orders

— Mission is maximization of overall resource recovery, prevention of
waste, and protection of correlative rights
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Oil & Gas Leases

Phase Lessor (State) Lessee (QOil Co.)

Lease Sale Sets primary term (5-10 yrs), Bid & bonus payment
royalty rate (1/8 or 1/6),
rental rate (S1 - S3 / acre),
acreage (2560 — 5760 acres),
& environmental stipulations

Primary Term 5 to 10 years based upon Pays delay rental
prospectivity (S1 to S3 per acre)

Secondary Term | Approves unit plan of Unitizes & explores

— Exploration exploration

Secondary Term | Approves unit plan of Develops & produces

— Development | development Pays royalty on production

Approves participating areas




Leases Expire at Different Times

Sale 1: 12.5% Royalty,
Lease 301 Lease 302 Leases expire 2011

Sale 2: 16.67% Royalty,
Lease 303 Lease 201 Leases expire 2012

Sale 3: 12.5% Royalty,
Lease 304 Lease 305 Lease 202 Lease 203 Leases expire 2013
Lease 306 Lease 307 Lease 308 Lease 309




Lease Ownership Varies

Lease 301 Lease 302 Lease 101 Lease 102
BP BP CP CP

Lease 303 Lease 103 Lease 104 Lease 201
BP BP BP CP

Lease 304 Lease 305 Lease 202 Lease 203
BP BP/CP BP/CP Chevron
Lease 306 Lease 307 Lease 308 Lease 309
BP/CP BP/CP Chevron Chevron

Leases may be owned by
one or more companies or
individuals.



Unit Formation Preserves Leases and

Development Momentum

A Well

T-Rex Reservoir

Stegosaurus Reservoir

Proposed Dinosaur Unit
Boundary

Lease 301 Lease 302 Lease 101 Lease 102
BP BP CP CP

Lease 303 Lease 103 Leas ease 201
BP BP /—\ B CP

Lease 304 Leas¢ 305 Lease 2 Lease 203
BP BP/ QP A BP //CP Chevron
Lease 306 Lease 307 Lease 308 Lease 309
BP/CP BP/CP Chevron Chevron

AOGA

Unit formation requires:

* Unit Operating Agreement
among owners

* Unit Agreement with DNR

« Plan of Exploration
approved by DNR

Lootiirg thead




Participating Areas Allocate Production

A Well

T-Rex Reservoir

Stegosaurus Reservoir

Dinosaur Unit Boundary

T-Rex Participating Area

Stegosaurus Participating
Area

Lease 301 Lease 302 Lease 101 Lease 102
BP BP CP CP

Lease 303 Lease 103 eas ease 2p1
BP P CP

Lease 304 eas¢ 305 eas Lease 2P3
BP P/GP P //C Chevror
Lease 306 Lease 307 Lease 308 Lease 309
BP/CP BP/CP Chevron Chevron

Participating Area approval
establishes allocation of oil to
each lease.

Plan of Development required
for each Participating Area.

L ookiing Ahead




Unit Expansion

Lease 301 Lease 302 Lease 101 Lease 102
BP BP CP CP

T-Rex Reservoir

Lease 303

BP Stegosaurus Reservoir
Dinosaur Unit Boundary

Lease 304 Lease 203

BP Chevro T-Rex Participating Area
Stegosaurus Participating
Area

Lease 306 Lease 308 Lease 309

BP/CP Chevron Chevron




Unit Contraction

Lease 301 Lease 302 Lease 101 Lease 102
BP BP CP CP

Lease 303 04—l ease 2")1
BP C

Lease 304 62— |Lease 493
BP Cheveal
Lease 306 Lease 308 Lease 309
BP/CP Chevron Chevron

T-Rex Reservoir

Stegosaurus Reservoir

Dinosaur Unit Boundary

T-Rex Participating Area

Stegosaurus Participating
Area




AOGCC Pool

T-Rex Reservoir

Stegosaurus Reservoir

Dinosaur Unit Boundary

T-Rex Participating Area

Stegosaurus Participating
Area

Lease 301 Lease 302 Lease 101 Lease 102
BP BP CP CP

Lease 303 a1
BP

Lease 304 03
BP

Lease 306 Lease 308 Lease 309
BP/CP Chevron Chevron

AOGCC Conservation
Order Area

AOGCC Conservation Orders (or Pool
Rules) establish drilling & production
practices for one or more reservoirs.

Pool Rule boundaries are usually less
restrictive than Participating Area
boundaries.




Participating Areas

* Prudhoe Bay Unit & Kuparuk River Unit — Each lease is owned
in the same percentages.

— All PBU Participating Areas are owned: 36% ExxonMobil,
36% ConocoPhillips, 26% BP (Operator), 1% Chevron

— Al KRU Participating Areas are owned: 55% ConocoPhillips (Operator),
39% BP, 5% Unocal, 1% ExxonMobil
* Duck Island Unit — Each lease is owned by different companies
in different percentages

— Endicott Participating Area: 68% BP, 21% ExxonMobil, 10% Unocal,
<1% NANA, Doyon & ConocoPhillips

— Sag Delta North Participating Area: 98% BP, 2% NANA & Doyon
— Eider Participating Area: 100% BP



— North Slope Oil and Gas Activity 2009-2010

Pioneer Natural Resources
Develop & drilling i at Oooguruk
Field. Nui and Kuparuk Participati
Areas approved. BP Shell
Completing heavy oil test facility on S-Pad Plans to submit scaled down exploration plan for 2010
ConocoPhillips to produce oil out of the shallow Ugnu Formation Brooks Range Petroleum Corp. in p to kehold about too rapid
Alpine West (CD-5) satellite development employing a CHOP (Cold Heavy Oil Production) Tested Kuparuk C-1 sandstone in Sak River 1-A. a pace of develop Plan includes 2 wells on
delayed. Waiting on Corp of Engineers technique. Recovered water and a minor amount of oil. Sivulliq prospect (formerly H. head)
404 pen;m Work requires 2 winter seasons Plan to drill the North Shore No. 3 well. Primary
ety ENI jective i i i ions.
to complete. Initiation of work delayed to at T S objective is the Sag River/ Ivishak formations.
least 2011-2012 season. in Nikaitchuq Unit Expected in end BP
of 2010. Sealift in 2010. Nikaitchuq) o, . . i
P ~ Plans to begin drilling at Liberty
S~ P Nothstal : in 2010. First oil in 2011.
Col Philli
nocoPhillips
Bear Tooth Unit f d, obligation includ o~ Oooguruk Milne Point BeccheyPoint 0 17}
1 well and re-entry of Scout 1 well by 2012.
Duck'Island .
ExxonMobil
Kuparuk River .
7 Pradnod Bay o s, ~ |Completed PT 15 and is
Ceer T Colville River 4 S b currently drilling PT 16.
Rock!Elour A pagps e ..P'l.'-“&l’
UltraStar
TAI Plans to drill a second Ss
@ TOFKAT 1 Arctic/Eortitude! Dewline well in 2011.
Greater;Mooses Tooth|
; Savant Alaska, LLC
= o / Completed B1-38 (Red Wolf) Kekiktuk exploration well.
Continued year-round development drilling in [ ] Encountered hydrocarbons in a shallow zone and in
Prudhoe, Kuparuk, Colville and Milne Point Units C; the Kekiktuk formation. Drilling B1-18A horizontal

sidetrack redevelopment well in the Badami sands.
/ Plan to test Kekiktuk sands from B1-38
and the Badami sands from B1-18 into the

Brooks Range Petroleum Corp.
(BRPC) plans to drill the North Tarn No.1
exploration well this winter on an ENI lease. |

N~
Talisman/FEX \
Seeking to sell interest in NPR-A

and foothills leases.

) Badami facility.
ConocoPhillips
Drilled Grandview 1 and Pioneer 1 wells 1
and tested Rend 2 wellin ;

4 BP to restart Badami facility in 2010.
Chevron *//
Retained 17 leases in the northern | e, T \ \
White Hills area; relinquished all 41
White Hills tracts south of the
Muskoxen and Bluebuck wells. 2
Moose's Tooth. Announced Rendevous 2

and Pioneer wells as discoveries. Test | s J PS
rates averaged from 500 to 1300 bopd of 4
high API gravity oil and 1.5mcf/d of gas.

Development Wells Drilled 2010

© Development Wells Drilled 2009

@® Development Wells Drilled 2008

® Wells Permitted/Planned 2009-2010
77 DOGSpatial.DBO.Unit_Boundary -,

Anadarko--Petro-Canada--BG
Drilled 3 wells (Chandler No. 1, Wolf Creek No. 4

and Gubik No. 4). All 3 wells encounter?d natural bAoA Yukon Flats - Doyon Ltd. Maior Roads W W
gas. Gl‘llbllt and WolfL(.:neek wells P & A'd. Chandler / \ Contracted CGG Veritas to shoot 95 Y
P for p future ] 3 miles of 2-D seismic data north of —— Trans Alaska Pipeline
° State of Alaska Steven's Village.
4 Department of Transportation study — === Alaska Seaward Boundary
\ Evaluating routes for proposed transportation y
S ER corridor to Umiat area. AT
¢ 0 5 10 Miles Department of Natural Resources
Division of Oil & Gas.
March 2010

Albers Equal Area, NAD 1983, CM -154
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Cook Inlet Oil and Gas Activity 2009- 2010

State of Alaska, Department of Natural Resources, Division of Oil and Gas, October 2010
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et Admo e Redevelopment plan under evaluation: Wasilla d
Piarining to fetun peat year instaliation of additional compression
modules ..nlm Big Lake
@LEAT

CIRI
Permiting stratigraphic test in
‘conjunction with potential .
underground coal gasification project Linc Energy wel targeting
gas prospect in lower Tyonek Sands

Lewis River

'l Linc Energy (Alaska). Inc.
van. Acquired ~117,000 acres.

Pretty Stump Lake of previously loased State acreage.
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% Birch Hill Completed Sunrise Lake 2in 2010:
‘ evaluating commerclalty.
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Cook Inlet Energy Beaver
Restated 4 ol wells inthe West o ¢ bt ' Middle Ground ool
MoArthur River fieldtobring the 1 <eAOUS Shoal BeARER
feld on production Nikiski Nordaq Energy, Inc.
Shadura 1 well planned from ice road and ice

pad on CIRI subsurface in-hoidings within Kenai

Salamatof Wildife Refuge, tergeting gas in Beluga and Tyonek
fomations at 6.000-14,500

]
Cannery Loop/ %Sleding S
Landing
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ConccoPhillips- Marathon

LNG export license 2-year extension
approved by DOE, fall 2010 Soldotna
o CINGS (SemcoEnstar)
KRR %“' 26X Planning 3rd party gas storage
PKBUMATE | in the Sterling C sands ot Cannery Loop.
Kenai
Apache Aurora
Acquired ~ 182,500 acres of Kasilof  Application for proposed
® Conoe Unit, 2010,

previously leased State acreage. Kasilof

\k-,

Workover of Hansen 1A-L1 folowed  Ninilchi
by 2-month production test, 2010.

Drilied 2 wells in Paxton PA,
‘southern Ninilchik Unit, addition of
‘ompression underway. 2010.

L Welis Drilled 2010
Wells Drilled 2009
L] Wells Permitted/Planned 2009-2010
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777  Geothermal Leases
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Anchor :. iaas Amstrong “
iy Acquired North Fork 30 seismic, — Alaska Seaward Boundary >
NFU223sNorth Fork re-campleted Socel NFU 41-35 S— .

well, and ariling NFU 14-25 well, 2010. i A’
Enstar \ 7.

Prans to construct 20-mile pipeline i \

connecting Anchor Point to south end Anchor Point Energy
of existing KKPL pipeline. (Amstrong & WIO's) b
Plan to construct & operate Loy 5
B s

8 7 mile gas pipeline between
h Fork & Anchor Point -




