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Federal waters of Cook Inlet basin include three plays: (1) the Tertiary stratigraphic play,
(2) the Mesozoic stratigraphic play, and (3) the Mesozoic structura play.

Play 1 (UACI0101Y). Tertiary Stratigraphic Play : This play isrestricted to the
northernmost part of the assessment area north of the Augustine-Seldovia arch. It occursin the
southernmost extension of the Tertiary depocenter and involves stratigraphic traps. Potential
source rocks are Upper Triassic carbonates and Middle Jurassic marine siltstones. Nonmarine
sandstones and conglomerates of Eocene and Oligocene age are the reservoir targets. Those
rocks include braided stream deposits of aluvial fans shed from the margins of the basin, and
fluvial deposits that developed in the axis of the basin. Reservoir-rock properties are assumed to
be analogous to those of the upper Cook Inlet oil fields as reported by the Alaska Oil and Gas
Conservation Commission (AOGCC, 1995).

Play 2 (UACI0201). Mesozoic Stratigraphic Play : This play is probably best developed
in the central and southern parts of lower Cook Inlet and Shelikof Strait. This play involves
stratigraphic traps in turbidite sandstones within marine siltstone sections. The turbidites may
have developed in submarine fan complexes in the Upper Cretaceous Kaguyak Formation.
Potential source rocks are Upper Triassic carbonates or Middle Jurassic marine siltstones.
According to Magoon and Anders (1992), oil in the lower Cook Inlet-Alaska Peninsula area
migrated from both Upper Triassic and Middle Jurassic sources during Late Cretaceous to early
Tertiary time.

Play 3 (UACI0301). Mesozoic Structural Play :  This play covers most of the assessment area
and involves anticlines and fault traps. Many of the mapped anticlines were tested unsuccessfully
in previous exploratory drilling. Oil shows were present in Upper Cretaceous strata in the Arco

Y -0097 well and the Marathon Y-0086 well. Potential source rocks are Upper Triassic
carbonates or Middle Jurassic marine siltstones. The best reservoir rocks are probably nonmarine
sandstones in fan-delta deposits in the Upper Cretaceous Kaguyak Formation. Marine sandstones

The“ UA” Codeisthe "Unique Assessment Identifier" for each play, and is the principal
guide to GRASP data files.



in both Lower and Upper Cretaceous strata are also potential reservoirs.

OIL AND GASENDOWMENTSOF COOK INLET PLAYS
Risked, Undiscovered, Conventionally Recoverable Oil and Gas

PLAY PLAY NAME (UAI * CODE) OlL (BBO) GAS(TCFG)
NO.
F95 MEAN F05 F95 MEAN F05
1 Tertiary Stratigraphic (UACI0101) 0.000 0.276 0.723 0.000 0.291 0.776
2 Mesozoic Stratigraphic (UACI0201) 0.000 0.195 0.515 0.000 0.242 0.642
3. Mesozoic Structural (UACI0301) 0.088 0.266 0.508 0.116 0.360 0.727
FASPAG AGGREGATION 0.323 0.738 1.386 | 0.402 0.893 1.649
* Unique Assessment Identifier, code unique to play.
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EXPLANATION OF DATA TABLESFOR COOK INLET ASSESSMENT PROVINCE

LOG-N PARAMS (PORE)

mu

Sg. 7.

N (MPRO)

Reserves

BCF

MMB

Undiscover ed Potential

RESULTS

Key mathematic parameters that describe log-normal probability distributions for volume of
hydrocarbon-bearing rock, in acre-feet, for each play as reported in the PORE module of
GRASP.

Natural logarithm of F50 value of log-normal distribution for volume of hydrocarbon-bearing
rock, or “14”, for the subject play. mu = In F50. [Note: distribution mean = gm*+03ls9-sa)) ]

The variance of the log-normal distribution for volume of hydrocarbon-bearing rock, or “o", for
the subject play. sig. sq. = {In [0.5((F50/F16)+(F84/F50))]}>.

Number of hydrocarbon pools calculated for the plays by the MPRO module of GRASP from
inputs for probability distributions of prospect numbers and geologic chances of success
(approximately the product of play and prospect chances of success) . The maximum (M ax)
number of poolsfor each play was entered into the MONTEL module of GRASP to fix the
number of pools aggregated to calculate play resources.

Sums of recoverable oil and gas volumes for pools within the play, including both proven and
inferred reserve categories. A “prop” entry indicates that the reserve data are proprietary.

Billions of cubic feet of gas, recoverable, at standard (surface) conditions (here fixed at a
temperature of 60° Fahrenheit or 520° Rankine, and 14.73 psi atmospheric pressure).

Millions of barrels of oil, recoverable, at standard (surface) conditions.

Risked, undiscovered, conventionally recoverable oil and gas resources of the play, here reported
at M eans of probability distributions.



EXPLANATION OF DATA TABLESFOR COOK INLET ASSESSMENT PROVINCE

M ean Pool Sizes of Ranks1to 3

F100.....FO0

Prospect Area

Trap Fill

Pool Area

Pay Thickness

Unrisked (or conditional) mean volumes of recoverable oil and gas in the three largest poolsin the
play.

PLAY INPUT DATA

Fractiles for values within probability distributions entered to GRASP for calculations of play
resources. Four-point distributions (F100, F50, FO2, FOO) generally indicate that calculations
were conducted using log-normal mathematics. Eight-point distributions generally indicate that
calculations were conducted using Monte Carlo mathematics. Choice of mathematic approach
was in most cases the option of the assessor.

Maximum area of prospect closure, or area within spill contour, in acres. Probability distributions
for prospect areas were generally based on distributions assembled independently for each play
from large numbers of prospects mapped with seismic reflection data.

Trap fill fraction, or fraction of prospect area in which the reservoir is predicted to be saturated by
hydrocarbons.

Areal extent of hydrocarbon-saturated part of prospect, in acres. Calculated using PRASS, or
SAMPLER module of GRASP, to integrate input probability distributions for prospect areas and
trap fill fractions.

Thickness of hydrocarbon-productive part of reservoir within pool areas, in feet. Probability
distributions for prospect aresas, trap fill fractions, and pay thicknesses are integrated in the PORE
module of GRASP, to calculate a probability distribution for volume of hydrocarbon-bearing
rock, in feet, within the play as reported above under LOG-N PARAMS (PORE) .



EXPLANATION OF DATA TABLESFOR COOK INLET ASSESSMENT PROVINCE

Oil Yield (Recov. B/Acre-Fest)

Gas Yield (MM CF/Ac.-Ft))

Solution Gas-Oil Ratio (CF/B)

Gas Cond. (BIMMCF)

Number of Prospects

Oil, in barrels at standard (surface) conditions, recoverable from avolume of one acre-foot of oil-
saturated reservoir in the subsurface. Oil yield probability distributions were generally calculated
in a separate exercise using PRASS to integrate input probability distributions for porosities, ail

saturations, oil shrinkage factors (or “Formation Volume Factors’), and oil recovery efficiencies.

Gas, in millions of cubic feet at standard (surface) conditions, recoverable from a volume of one
acre-foot of gas-saturated reservoir in the subsurface. Distributions were generally calculated in a
separate exercise using PRASS to integrate input probability distributions for porosities, gas
saturations, reservoir pressures, reservoir temperatures (in degrees Rankine), gas deviation (“Z”)
factors, combustible fractions (that exclude noncombustibles such as carbon dioxide, nitrogen,
etc.), and gas recovery efficiencies.

Quantity of gas dissolved in ail in the reservoir that separates from the oil when brought to
standard (surface) conditions, in cubic feet recovered per barrel of produced oil.

Quantity of liquids or condensate dissolved in gas in the reservoir that separates from the gas
when brought to standard (surface) conditions, in barrels recovered per million cubic feet of
produced gas.

Probability distributions for numbers of prospects in plays, generally ranging from minimum
values (F99) representing the numbers of mapped prospects, to maximum values (FO0) that
include speculative estimates for the numbers of additional prospects that remain unidentified
(generally stratigraphic prospects, geophysically indefinite prospects, or prospects expected in
areas with no seismic coverage).



EXPLANATION OF DATA TABLESFOR COOK INLET ASSESSMENT PROVINCE

Probabilitiesfor Oil, Gas, or Mixed Pools

Oil (OPROB)

Gas (GPROB)

Mixed (M XPROB)

Fraction of hydrocarbon pools that consist entirely of oil, with no free gas present. Typicaly, an
undersaturated oil pool.

Fraction of hydrocarbon pools consisting entirely of gas, with no free oil present.

Fraction of hydrocarbon pools that contain both oil and gas as free phases, the gas usually present
as agas cap overlying the ail.

Fraction of Net Pay to Oil (OFRAC) When a hydrocarbon pool is modeled as a mixed case, with both oil and gas present, the

Play Chance Success

Prospect Chance Success

Play Type (E-F-C)

E

fraction of pool volume that is saturated by oil in the subsurface.

Probability that the play contains at |east one pool of technically-recoverable hydrocarbons (that
would flow into a conventional wellbore in aflow test or during production).

The fraction of prospects within the play that are predicted to contain hydrocarbon pools, given
the condition that at least one pool of technically-recoverable hydrocarbons occurs within the

play.

Play classification scheme.

Established play, in which significant numbers of fields have been discovered, providing the
assessor with data for pool size distributions and reservoirs sufficient to allow the assessor to
model the play with confidence.

Frontier play, where exploration activities are at an early stage. Some wells have already been
drilled to test the play concept but no commercia fields have been established.



EXPLANATION OF DATA TABLESFOR COOK INLET ASSESSMENT PROVINCE

C Conceptual play, hypothesized by analysts based on the subsurface geologic knowledge of the
area. Such plays remain hypothetical and the play concept has not been tested.



COOK INLET

Log-N Params.
PORE N (MPRO)| Reserves |Undiscovered Potentia
Play Ac/Ft | Ac/Ft |No. Pools | Gas | Oil Gas Oil

No. Area UAI Code Name mu |sig. sq.]Mean| Max (BCF)|{(MMB)] (BCF) (MMB)
1 Cook Inlet UACI0101 | TERTIARY STRATIGRAPHIC 12.203 | 0.8270 | 3.26 | 22 0 0 294 276
2 Cook Inlet UACI0201 | MESOZOIC STRATIGRAPHIC 12.165 | 0.9407 | 3.35 | 24 0 0 240 195

Cook Inlet UACI0301 | MESOZOIC STRUCTURAL 12.113 | 1.0394 | 531 | 21 0 0 364 266
MEAN POOL SIZES OF RANKS 1 TO 3
Pool #1 Pool #2 Pool #3 INPUT DATA
PLAY Gas | Oil |Gas | Oil |Gas | Oil Prospect Area (Acres)

NO. Name (BCEFYMMB)|(BCEX(MMB)(BCFY(MMBY F100 F95 F75 F50 F25 FO5
1 |TERTIARY STRATIGRAPHIC 184.5 | 173.63 | 97.79 | 92.051 |69.269 | 65.629 | 400 1727 4700 12788
2 | MESOZOIC STRATIGRAPHIC 154 | 124.55 |79.916 | 64.709 |56.782 | 46.221 | 313 1385 4500 14623

MESOZOIC STRUCTURAL 163.28 | 122.81 |78.974| 59.46 |51.402 | 38.927 | 134 1069 5549 22647
INPUT DATA
PLAY Prospect Area (Acres) Trap Fill (Dec. Frac.)

NoO. Name F02 FO1 FOO F100 | F95 | F75 | F50 F25 FO5 F02 FO1 FOO
1 |TERTIARY STRATIGRAPHIC 20000 02 | 0.24 0.4 0.75 1.00
2 | MESOZOIC STRATIGRAPHIC 24000 02 | 0.24 0.4 0.75 1.00

MESOZOIC STRUCTURAL 32007 0.2 | 0.24 0.4 0.75 1.00
INPUT DATA
PLAY Pool Area (Acres) Pay Thickness (Feet)

No. Name F100 | F95 | F75 | F50 F25 FO5 F02 FO1 Foo JF1o0] F95 | F75 | F50 | F25
1 |TERTIARY STRATIGRAPHIC 105 | 542 1994 7342 37984 | 19 | 48 100
2 |MESOZOIC STRATIGRAPHIC 81 474 1920 7785 45485 | 18 | 47 100

MESOZOIC STRUCTURAL 85 552 2430 10692 69255 | 13 | 34 75




COOK INLET

INPUT DATA
PLAY Pay Thickness (Feet) Qil Yield (Recov. B/Acre-Foot) Gas Yield (MMCF/Ac.-Ft)
NoO. Name Fo5 | Fo2 | Fo1 | Foo JFi00] F95 JF75] F50 | F25 | Fos | Fo1 ] Foo | F100 | F95 F75 F50
1 | TERTIARY STRATIGRAPHIC 208 526 | 154 | 235 328 459 700 ] 0.236 | 0.389 0.576
2 |MESOZOIC STRATIGRAPHIC 215 564 | 131 | 176 222 281 377 | 0.287 | 0.416 0.559
MESOZOIC STRUCTURAL 165 443 | 106 | 147 191 247 343 | 0.287 | 0.416 0.559
INPUT DATA
PLAY Gas Yield (MMCF/Ac.-Ft) Solution Gas Oil Ratio (CF/B) Gas Cond. (B/MMCF)
NoO. Name F25 | Fos5 | Foi Foo |F100| F95 | F75 J F50 | F25 | Fos5 | Fo1 | Foo |F100]| F95 | F75 |Fs0
1 | TERTIARY STRATIGRAPHIC 0.855 1.405 | 450 | 520 | 550 | 675 | 698 | 730 800 | 20 35 42 | 52
2 |MESOZOIC STRATIGRAPHIC 0.750 1.088 | 450 | 520 | 550 | 675 | 698 | 730 800 | 20 35 42 | 52
MESOZOIC STRUCTURAL 0.751 1.090 | 450 | 520 | 550 | 675 | 698 | 730 800 | 20 35 42 | 52
INPUT DATA
PLAY Gas Cond. (B/MMCF) Number of Prospects in Play
NoO. Name F25 FO5 FO1 F0O F99 F95 F75 F50 F25 FO5 FO1 FOO
1 | TERTIARY STRATIGRAPHIC 55 68 100 5 6 15 37 40
2 | MESOZOIC STRATIGRAPHIC 55 68 100 5 6 15 46 50
MESOZOIC STRUCTURAL 55 68 100 18 19 25 48 50
INPUT DATA
Probabilities for Oil, Gas, or Mixed Pool{Fraction of Net] Play Prospect
PLAY Qil Gas Mixed Pay to Oil Chance | Chance | Play Type
NO. Name (OPROB) (GPROB) (MXPROB) (OFRAC) Success | Success E-F-C
1 |TERTIARY STRATIGRAPHIC 0 0 100 0.7 0.75 0.25 C
2 |MESOZOIC STRATIGRAPHIC 0 0 100 0.7 0.75 0.23 C
MESOZOIC STRUCTURAL 0 0 100 0.7 1 0.18 F




EXPLANATION OF COOK INLET PLAY SUMMARIES

This section consists of page-size compilations of
graphics that summarize the results of GRASP
modeling of the undiscovered, conventionally
recoverable oil and gas endowments of each of the
playsidentified and assessed in the province. Each
play summary features a plot for risked cumulative
probability distributions for ail, gas, and BOE (gasin
oil-equivalent barrels added to oil), atable of results,
and a plot showing ranked sizes (oil and gas shown
separately) of individua hypothetical pools. These
three components of the play summaries are each
described below.

Risked Cumulative Probability Distributions for
Plays

Each play summary provides, at page top,
cumulative probability distributions for risked,
undiscovered endowments of conventionally
recoverable ail, gas, and BOE. Oil and BOE quantities
are shown in billions of barrels (B bbl). Gas quantities
are reported in trillions of cubic feet (Tcf). Resource
quantities are plotted against “ Cumulative frequency
greater than %.” A cumulative frequency value
represents the probability that the play resource
endowment will exceed the quantity associated with the
frequency value aong one of the curves (fig. 0.1).
Cumulative frequency values along the curves decrease
as resource quantitiesincrease. Accordingly, the
cumulative frequencies, or “probabilities for
exceedance,” of small resource quantities are high, and
conversely, the probabilities for exceedance of large
resource quantities are low.

The cumulative probability distributions are risked
and curves are truncated approximately at the output
play chance. In most plays, the output play chanceis
equal to the input play chance for success. However, in
plays with very small numbers of pools, the output play
chance may be significantly lower than the input play
chance for success.

The output play chanceis derived from MPRO, a
module within GRASP which usesinputs for geologic
chance of success to convert probability distributions
for numbers of prospects to probability distributions
for numbers of pools. The output play chanceis
obtained as a mathematic extrapolation to the
probability at which the numbers of pools meets or
exceeds zero. In playswith 5 or more pools at the
mean, this probability usually equals the input play
chancefor success. In playswith lessthan 5 pools at

the mean, the zero-pool probability (or output play
chance) may be much less than the input play chance.
Deviation between the output play chance and the input
play chanceis greatest in those plays with mean
numbers of pools lessthan unity. Such highly risky
plays contribute very little resources to overall province
endowments.

| dentification numbers beginning with “UA” in the
graphics labels are codes unique to each of the playsin
the GRASP data bases.

Tablefor Risked Play Resour ce Endowments

Each play summary provides, at page center, a
table for risked, undiscovered play endowments of oil,
gas, and BOE in hillions of barrels of oil (BBO) or
trillions of cubic feet of gas (TCFG). Quantitiesare
reported at the mean, F95 (alow estimate having a 95-
percent frequency of exceedance), and FO5 (ahigh
estimate having a 5-percent frequency of exceedance).
Tabulated resource quantities are risked and therefore
correspond to points on the cumulative probability
distributions shown at page top. For playswith
chances for success (play level) lessthan 0.95, the
risked resource quantities reported at F95 are zero.

Ranked Pool Size Distributionsfor Plays

Each play summary provides, at page bottom, a
plot showing pool sizes ranked according to sizein
BOE. The numbers of pools shown in the rank plots
correspond to the maximum numbers of pools
estimated to occur within the plays. Each pool ina
pool rank plot is represented by a pair of adjoining
vertical bars. Theleft bar of each pair representsthe
range (from F75 to F25 in the output probability
distribution) of gas recoverable from the pool, and may
include non-associated gas from an al-gas pool or
associated gas from a gas cap and/or solution gas from
oil, depending on pool type. Theright bar of each pair
represents the range (from F75 to F25) of petroleum
liquids recoverable from the same pool, and may
include free oil, condensate from a gas cap, or
condensate from a gas-only pool.

Volumes are shown in millions of barrels
(MMbbl) of oil and hillions of cubic feet (Bcf) of gas.

Cook Inlet



CUMULATIVE PROBABILITY DISTRIBUTIONS
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The upper graph and the table report the volumes
of risked, undiscovered, conventionally recoverable
resources for the play. The graph, called a
cumulative probability distribution, shows three
curves (oil, BOE, and gas) and reports the output
play chance at upper right. The output play
chance for Chukchi shelf play 5 is 1.0, meaning that
there is a 100-percent chance that at least one
hydrocarbon pool exists somewhere within the play.
To illustrate how to read the graphs, dots have
been placed on the oil curve at cumulative
frequency values (vertical axis) of 95-percent and 5-
percent. The corresponding oil quantities are 0.257
and 1.098 billions of barrels of oil. Thus, for
Chukchi shelf play 5, there is a 95-percent chance
that at least 0.257 billion barrels of oil are present
and a 5-percent chance that more than 1.098 billion
barrels are present. These same oil quantities are
listed at F95 and FO5 in the table.

The lower graph provides information about pool
volumes and is called a pool rank plot. This graph
shows two sets of vertical bars, representing the
quantities of oil and gas occurring together in 33
pools, the maximum number estimated to occur
within this play. All pools in play 5 are modeled as
mixed, that is, containing oil with a gas cap; other
plays may also have all-gas or all-oil pools and
show six separate commodities. Each pair of gas-
oil bars in the play 5 pool rank plot shows the
volume of oil in the pool and the volume of gas in
the cap. The vertical bars extend across a range of
possible volumes for each pool. The lower end of
each bar represents the F75 resource quantity,
meaning that the pool, if it exists, has a 75-percent
chance of exceeding the corresponding resource
quantity. Likewise, the upper end of each bar
represents the F25 resource quantity. In Chukchi
play 5, the largest pool offers oil volumes in the
range from about 58 (F75) to 220 (F25) million
barrels and gas volumes in the range from 350
(F75) to 1,180 (F25) billion cubic feet.

Figure 0.1: Sample play summary, Chukchi shelf play 5.

Extreme sizes outside the range between F75 and
F25 volumes are not shown, but al pools offer (at low
probabilities) high-side potential that may be several
multiples of their median sizes (F50 or centers of
vertical bars). For example, the largest pool in the pool
rank plot in figure 0.1 shows F75-F25 ranges in ail
volumes from 58 to 220 millions of barrels and gas
volumes from 350 to 1,180 hillions of cubic feet. But,
these ranges do not capture the largest possible sizes of

Cook Inlet

pool rank 1. This same pool has a 5-percent chance of
containing over 600 million barrels of oil and 3,070
billion cubic feet of gas, or a 1-percent chance of
containing over 1,140 million barrels of cil and 6,180
billion cubic feet of gas!

Although it might be interesting to portray the
improbable yet extreme-high potential sizes of poals,
choosing fractiles ranging up to FO1 resultsin an
uninformative plot where al pools nearly reach the top




of the plot. For this presentation, arange based on
F75-F25 values was chosen for visual clarity while still
giving some impression of variance or spread.

Pool volumes shown in the ranked plots are
conditional upon success at the play level (i.e., a
hydrocarbon pool existing somewhere within the play).
The sizes of the pools posted in the rank plot have not
been “risked”, or multiplied against play chance of
success. Therefore, except where the play chance of
success equals 1.0, the sum of the mean sizes of the
poolsin the rank plot will exceed the risked mean play
endowment that is reported in the table at page center.
In fact, severa of the largest poals, or even just the
largest pool, may post conditional resources exceeding
the risked play endowment.

Designation of pool types (oil-only, versus oil with
gas cap, versus gas-only) within the play model was
controlled by three data entries. Each play was
assigned probabilities for (or frequencies of)
occurrence of any of three pool types within the play—
“OPROB” for oil-only pools, “GPROB” for gas-only
pools, and “MXPROB” for mixed (oil and gas cap)
pools. Asthe model recognizes only these three pool
types, these three probability values always sum to 1.0.
The three probability values control frequency of pool
type sampling during GRASP runs, and, with arandom
number generator in GRASP, ultimately dictate the
sequence of pool typesthat appear in the play pool rank
plots. The OPROB, GPROB, and/or MXPROB values
that were used in the play models are posted, as
appropriate, in the lower left corner of each pool rank
plot.

Cook Inlet
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ECONOMIC RESULTS, COOK INLET PROVINCE
(James D. Craig)

INTRODUCTION

This section summarizes the results of
economic modeling using the PRESTO-5
(Probabilistic Resource ESTimates-Offshore, version
5) computer program. The economic assessment
results are influenced, to a large degree, by the
undiscovered, conventionally recoverable oil and gas
resources assessed using the GRASP (Geologic
Resource ASsessment Program) computer model. The
conventionally recoverable results are discussed in
separate .pdf files (Summaries of Play Results, with
Cumulative Probability and Ranked Pool Plots ).

Each province summary page includes three
illustrations: (1) cumulative probability plotsfor risked,
conventionally recoverable resource distributions (oil,
gas, and BOE); (2) atable comparing risked, mean,
conventionally recoverable resources with the risked,
mean, economically recoverable resources at current
commodity prices; and (3) a price-supply graph
displaying economically recoverable resource curves.

The province summary page is followed by a
table reporting play-specific, economically recoverable
resource estimates for two representative price
scenarios: a Base Price scenario ($18/bbl-ail,
$2.11/M CF-gas) representing current market
conditions; and a High Price scenario ($30/bbl-oil,
$3.52/M CF-gas).

PROVINCE SUMMARY PAGE

Risked Cumulative Probability Distributions

The province summary page provides, at page
top, cumulative probability distributions for risked,
undiscovered endowments of conventionally
recoverable ail, gas, and BOE, where resource
quantities are plotted against “ cumulative frequency
greater than %.” A cumulative frequency represents
the probability that the resource endowment is equal or
greater than the volume associated with that frequency
vaue aong one of the curves. For example, a 95%
probability represents a 19 in 20 chance that the
resource will equal, or be higher than, the volume
indicated. Cumulative frequency valuestypically
decrease as resource quantitiesincrease. An expanded
description of cumulative probability plotsisgivenin
“ Summaries of Play Results, with Cumulative
Probabilities and Ranked Pool Plots ” provided asa

separate .pdf file.

Table of Risked Play Resour ces

The province summary page provides, at page
center, atable comparing the total conventionally
recoverable endowment and the smaller quantity of
economically recoverable resources that could be
profitably extracted under current economic and
engineering conditions. Current prices are represented
as $18 per barrel of oil and $2.11 per MCF of gas,
where gas priceislinked to oil price by energy
equivalency and discount-value factors (5.62 M CF per
barrel; 0.66 value discount). Conventional resource
volumes correspond to points on the cumulative
probability distributions (at page top). Economic
resource volumes correspond to points along the mean
price-supply curve (at page bottom). Resources listed
as negligible (negl) have volumes lower than the
significant figures shown. Not Available (N/A) means
that these resources are unlikely to be produced in the
foreseeable future because of reservoir conditions or
the lack of a viable transportation infrastructure.

Theratio of economic to conventional
resources indicates the proportion of the total
undiscovered endowment that is profitable to produce
under current commodity prices with proven
engineering technology. However, for production to
occur, commercid discoveries must be made, and the
analysis does not imply discovery rates. Giventhesize
and geologic complexity of the offshore provinces,
exploration will require extensive drilling, and
considering the relatively low chance of commercia
success and the high cost of exploration wells, many of
these frontier provinces are not likely to be thoroughly
tested in the foreseeable future. The ratio of economic
to conventional resources should be regarded as an
opportunity indicator, rather than as a direct scaling
factor for readily available hydrocarbon reserves.

Price-Supply Curves

The province summary page includes, at page
bottom, a graph showing price-supply curves
representing Low, Mean , and High resource
production scenarios. Price-supply curvesillustrate
how volumes of economically recoverable resources
increase as afunction of commodity price.
Characterigtically, increases in commodity price result



in corresponding increases in economically recoverable
resource volumes. The economic resource volumes
represent oil and gas, as yet undiscovered, that could be
recovered profitably given the modeled economic and
engineering parameters. At very high prices, the mean
curve approaches the mean total resource endowment
estimated by GRASP. The price-supply curves do not
imply that these resources will be discovered or
produced within a specific time frame, only that the
opportunity exists for commercial production at levels
controlled by commodity prices.

The price-supply curves were generated by
the PRESTO-5 computer program, which simulates the
exploration, development, production, and
transportation of pooled hydrocarbonsin geologic plays
within a petroleum province. Economic viability
depends on the interaction of many factors defining the
size and location of the hydrocarbon pools, the
reservoir engineering characteristics, and economic
variables relating expenditures to income from future
production streams. The economic simulation is quite
complex, owing to the complexitiesin the state of
nature, and requires a sophisticated analytical model.

Thefollowing isabrief overview of the
PRESTO-5 modeling process. Geologic parameters
(for example, reservoir thickness, pool area, risk) used
by the GRASP computer model to determine
conventionally recoverable resources are transferred
into the PRESTO-5 model through an interface
program. Economic viability is determined by
performing a discounted cash flow analysis on the
expenses and modeled production stream for each pool
smulatedinagiventrial. A Monte Carlo (random
sampling) process selects engineering parameters (for
example, production rate profiles, well spacing,
platform installation scheduling), and cost variables
(for example, platforms, wells, pipelines) from ranged
distributions. Each simulation trial modelsthe
expenses, scheduling, and production for pools
“discovered” within a particular play. The sampling
process is repeated for productive poolsin all geologic
plays, and the economic resources are aggregated to the
province level. The development smulation processis
repeated, typically for 1000 trials, at given set of prices
(oil and gas prices are linked). After the specified
number of trials are completed for the first set of oil
and gas prices, anew set of pricesis selected and
another round of simulation trialsis run. This process
continues for approximately 30 iterations, yielding a
range of economic resource volumes tied to commodity
prices. Theresultsfor al runs are given as probability
distributions, where selected probability levels can be
displayed as continuous price-supply curves.

These analyses determine the resource

volumes that are commercially viable under a specific
set of current economic and engineering assumptions.
No attempt was made to upgrade engineering
technology or development strategies that might be
implemented in response to higher commodity prices.

The price-supply curves provided in this
report are based on the most likely development
scenario tailored for each particular province. All
provinces were modeled on a stand-alone basis, with
engineering assumptions designed for the primary
hydrocarbon substance (oil or gas) identified by the
GRASP analysis. Generally, the secondary
hydrocarbon isless economically viable and places an
extra burden on the primary hydrocarbon substance.
For provinces without existing oil and gas
infrastructure, the modeling scenarios were designed
assuming that the primary substance would drive initial
development in a particular province. Oil-prone
provinces were modeled as “ oil-only” production, with
gas reinjected for reservoir pressure maintenance to
maximize oil recovery. Gas-prone provinceswere
modeled with both gas and oil production because
natural gas-liquids (or condensates) are not reinjected.
Often the volume of condensates in gas-prone
provinces exceeds any volume of non-associated crude
oil. All hydrocarbon liquids are commingled in
production and transportation systems.

This economic analysis assumes 1995 as the
base year. Higher nominal commodity pricesin the
future (price increases only at the rate of inflation) do
not result in higher estimated volumes of economically
recoverable resources, whereas higher real commodity
prices (increases above the rate of inflation) do
increase the economically recoverable resources. The
economic model assumes that commaodity price and
infrastructure costs were inflated equally at an assumed
3% annual inflation rate (flat real price and cost paths).
The price-supply curves can be used to project
economic resource volumes relative to future price if
appropriate discounting back to the 1995 base year is
made to account for real price and real costs changesin
the intervening years.

The price-supply graph usually contains three
curves, corresponding to Low, Mean, and High
resource production levels. The Low resource case
represents a 95% probability (19 in 20 chance) that the
resources are equal to, or exceed, the volumes derived
from the price-supply curves. The High resource case
represents the 5% exceedance level (1 in 20 chance).
The Mean resource case represents the average. In
high-cost and high-risk provinces, where there are no
economically recoverable resources at the 95%
probability level, no “Low” curveisdisplayed. An
apparent anomaly is observed in some cases where the
lower tail of the“Mean” price-supply curve indicates




economic resources greater than the “High” (5%
probability) curve. This situation occurs at low prices
where the probability of economic success drops below
5%, and the Mean curve is obtained from the few
productive trials occurring at probabilities below 5%.

A few additional observations concerning
price-supply curves are noteworthy. Following
established convention for price-supply curves, these
graphs are rotated from the usual mathematical display
of X-Y plots. Although shown along the vertical (Y)
axis, price is the independent variable and resource is
the dependent variable. In many of the gas-prone
basins, price-supply curves will display an abrupt step
bel ow which no risked economically recoverable
resources are modeled. This step corresponds to the
minimum resource value required to overcome the cost
of production and transportation infrastructure.
Because of the distances to Asian markets, the assumed
degtination for Alaska gas production, natural gas must
be converted to liquid form for transportation by ships.
Theinfrastructure associated with conversion into
liquefied natural gas (or LNG) does not lend itself to
incremental additions for grassroots projects; therefore,
an abrupt “cost-hurdle’ created by large LNG and
marine termind installations must be overcome by
significant resource volumes.

Finally, the reader must be aware that these
price-supply curves are models of risked hydrocarbon
resources. Both the geologic risk that the resources are
pooled and recoverable as well as the economic risk
that development is profitable under the assumed
economic and technologic conditions are factored into
the reported results. This means that although very low
resource volumes are reported as “economically
recoverable’, these low volumes, in fact, do not
correspond to actual quantities of oil or gas. At low
prices, risk is dominated by economic factors
associated with engineering cost and reservoir
performance variables. At high prices, risk is
dominated by geologic factors related to volumetric
variables. Risked price-supply curvesare most
appropriately used to define the compar ative
potential of petroleum provincesunder changing
price and probability conditions. They do not
predict the timing of resource discovery or rate of
conversion of undiscovered resourcesto future
production. As previoudly stated, future production of
the modeled economically recoverable resources will
require extensive exploration programs. In the Alaska
offshore, future leasing and exploration activities are
likely to be driven by “high-side potential”, combining
perceptions of greater rewards at higher risk, higher
future commodity prices, and innovative technology to
reduce costs.

TABLE FOR PLAY RESOURCE
DISTRIBUTIONS

Therisked mean contribution for each
geologic play in the province is tabulated under two
hypothetical price conditions. The Base Price ($18 per
barrel-ail; $2.11 per M CF-gas) represents current
economic conditions. The High Price ($30 per barrel-
oil; $3.52 per M CF-gas) represents a situation where
real price hasincreased significantly from current
levels. Other economic parameters (for example,
discount rate and corporate tax rate) were equal in both
scenarios, as were engineering technology and cost
assumptions. The play number, name, and UAI
(Unique Assessment I dentifier code) provide alink to
the data presented in other sections of this report.
Hydrocarbon substances are distinguished as oil
(includes crude oil and gas-condensate liquids), gas
(includes non-associated, associated, and dissolved
gas), and BOE (gas volume is converted to barre of ail
equivalent and added to oil volume).

COOK INLET MODELING RESULTS

The Cook Inlet province was modeled for the
production of oil only. Gas resources are not reported
in the present economic assessment. This modeling
decision was based on two considerations. Firgt, the
resources were modeled as associated oil/gas pools (ail
reservoirs overlain by gas caps). Second, thereisa
noticeable negative economic impact on the primary
hydrocarbon (oil) if associated gas resources are co-
produced. Accordingly, the economic assessment
assumed that reservoirsin gas caps would not be
completed and solution gas separated by topside
equipment would be reinjected for reservoir pressure
maintenance. Although the emphasis of development
in the near future would be oil production, associated
gas resources could become available at some future
time when oil pools are depleted below acommercia
limit.

The development scenario utilized existing
infrastructure in the Cook Inlet region for new offshore
development. A transportation tariff to the U.S. West
Coast ($1.45 per barrel) was added to adjust pricesto a
standard world oil price. However, considering the
proximity to a population center, declining production
in the northern (Upper) Cook Inlet, and relative size of
estimated undiscovered resources, it islikely that some
of the oil production will be refined and marketed
locally (Alaska).

Under Base Price conditions ($18 per barrel),
the Cook Inlet province contains 0.27 BBO of risked
mean economically recoverable oil. At an ail price of
$30.00 per barrel, the Cook Inlet could hold economic



resources ranging from 0.45 BBO (Mean resource
case) to 0.92 BBO (High resource case). Theratio of
economic to conventionally recoverable resources (at
mean level) is 0.36, the highest ratio of all Alaska
offshore provinces. This opportunity indicator suggests
that, while total economic resources are modest,
compared to Arctic Alaska, asignificant fraction of
undiscovered Cook Inlet resources occur in
commercial-sized pools. The proximity to existing
infrastructure and relatively mild operating conditions
are two explanations for the commercial viability of the
smaller pools expected in the Cook Inlet province.

Economic oil resources are expected in all
three Cook Inlet plays, athough 83% of economic
resourcesin the Base Price ($18) case occursin
gtratigraphic playsin Tertiary and M esozoic formations
(Plays 1 and 2). Previous exploration efforts (13
exploration wells) have concentrated on easily
identified structural prospects, and current production
in the northern Cook Inlet is from Tertiary anticlines.
New seismic data collection and processing technology
is now focusing on the potential of untested
stratigraphic prospects.

A 40 year history of oil and gas productionin
the Cook Inlet region, with its associated infrastructure,
combined with a potential local market, are the primary
factors favoring future exploration and development in
the Cook Inlet province.



Economic Results for Cook Inlet assessment province.
distributions for risked, undiscovered conventionally recoverableresources ; (B) Table
comparing results for conventionally and economically recoverable oil and gas; (C) Price-supply
curvesfor risked, economic oil at low (F95), mean, and high (FO5) resource cases.

(A) Cumulative frequency

BOE, total oil and gas in energy-equivalent barrels; MPhc, marginal probability for occurrence
of pooled hydrocarbonsin basin; BBO, billions of barrels; TCFG, trillions of cubic feet.
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OIL AND GASRESOURCESOF COOK INLET PLAYS
Risked, Undiscovered, Economically Recoverable Oil and Gas

PLAY PLAY NAME (UAI " CODE) BASE PRICE HIGH PRICE
NO.
OIL GAS BOE OIL GAS BOE
1 Tertiary Stratigraphic (UACI0101) 0.163 n/a 0.163 0.223 n/a 0.223
2. Mesozoic Stratigraphic (UACI0201) 0.060 n/a 0.060 0.114 n/a 0.114
3. Mesozoic Structural (UACI0301) 0.045 n/a 0.045 0.121 n/a 0.121
TOTAL 0.268 n/a 0.268 0.458 n/a 0.458
* Unique Assessment Identifier, code unique to play.

OIL isinbillions of barrels (BBO). GAS isintrillion cubic feet (TCF).
BOE isbarrel of oil equivalent barrels, where 5,260 cubic feet of gas = 1 equivaent barrel-oil

For direct comparisons among provinces, two prices are selected from a continuum of possible price/resource
relationshipsillustrated on price-supply curves. BASE PRICE isdefined as $18.00 per barrel for oil and $2.11 per
thousand cubic feet for gas. HIGH PRICE is defined as $30.00 per barrel for oil and $3.52 per thousand cubic feet for
gas. Both economic scenarios assume a 1995 base year, flat rea prices and devel opment costs, 3% inflation, 12%
discount rate, 35% Federal corporate tax, and 0.66 gas price discount.

Shaded columns indicate the most likely substances to be developed in this province. Economic viability isindicated on
price-supply curves which aggregate the play resourcesin each province.

N/A refersto “not available’. Associated gas will be reinjected for pressure maintenance to maximize oil recovery.




