PETROLEUM NEWS

A L

“ By sacrificing human life to serve their
radical visons— by abandoning every value
except the will to power —they follow in the
path of fascism, and Nazism, and totalitarian-
ism. And they will follow that path all the way,
towhereit ends: in history's unmarked grave
of discarded lies”

—PRESIDENT GEORGE W. BusH, SerT. 20, 2001
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Drilling continues at Cosmopolitan

Lin Reid, Eagle Eye Helicopter Inc.

Drilling continues at Phillips Alaska Inc.’s Cosmopolitan project near
Nikiski, Phillips spokesman Natalie Knox told PNA Nov. 15. This aerial
photo was taken Sept. 29, prior to spudding the first well in mid-October.
The Hansen No. 1 is being drilled by Nabors Rig 273, one of the largest
land-based drilling rigs in North America. Knox said it took 70 truckloads
to transport the rig from the Lower 48 to Alaska’s Kenai Peninsula.
Drilling is being done from private land on a bluff overlooking Cook Inlet.

The sidetrack will extend up to 18,500 feet (3.5 miles) to reach an off-
shore bottom hole at approximately 7,000 vertical feet. Drilling is expect-
ed to be complete by mid-December, Knox said.

Northwest Territories leader makes
case for federal pipeline aid

Nellie Cournoyea, one of the Arctic’'s most formidable and
persuasive lobbyists, is turning up the heat on the Canadian gov-
ernment to provide financia support for aMackenzie Valley gas
pipeline.

The chair of the Aboriginal Pipeline Group, which is negoti-
ating on behalf of most aboriginasaong a pipeline route with the
Mackenzie Delta Producers
Group, said the Aboriginal
Pipeline Group needs up to
C$50 million to work on the
project definition stage and
C$1 hillion to secure aborigi-
nal ownership in apipeline.

As leverage, she is using
hisory — in particular the
billions of dollarsthe govern-
ment poured into exploration
and development of Newfoundland’ s offshore oil.

The government, in fact, till holds 8.5 percent of the Hibernia
field, which produces about 135,000 barrels per day and has a
long-term goal of raising that to 200,000 barrels per day.

“Perhaps the federal government could use the proceeds from
the sale of itsinterests in the heavily subsidized Hibernia dilfield,
now that it is doing well,” Cournoyea, a former Northwest
Territories premier, told aCalgary conference the week of Nov. 5.

Bill Gwozd, manager of gas
services at Calgary-based Ziff
Energy Group, said there is
now “a lot of push” in the
Delta to get a Mackenzie
Valley pipeline built before a
pipeline out of the North
Slope.

see AID page 18
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[ ] ARCTIC GAS

Major pipeline companies sign MOU
to build Alaska Highway gasline

Nine firms will build, own and operate the pipeline; Foothills said coalition
expects to submit plans to the North Slope producers by the end of the year

By Gary Park & Kay Cashman
PNA Canadian Correspondent & Publisher

ix powerhouse United States energy firms and
Canada's three dominant gas pipeline compa:
nies are pulling out the stops to ensure North
Slope gasis delivered to Canadaand Lower 48
markets by 2008.
In a benchmark deal announced the morning of
Nov. 15, Calgary-based Foothills Pipe Lines Ltd.
said the memorandum of understanding representsa

“Once agreement is reached with the
producers, the companies intend to move
forward with the project,” setting 2008 as

the start-up target, Foothills said.

“giant step forward” for the Alaska Highway
pipeline.

It said the companies are proceeding immediate-
ly with firming up the long-standing proposa for

see MOU page 16

Unocal budgets $112 million for
exploration, pipeline 2001-2003

Three exploration wells drilled this year, two more planned; eight wells
for 2002 including Deep Creek, Anchor Point

By Kristen Nelson
PNA Editor-in-Chief

nocal Alaska has budgeted $112 million for
Cook Inlet gas exploration and pipeline work
from 2001 through 2003, Dan Thomas, man-
ager of gas marketing Alaska for Unocal
Global Trade, told the Alaska Legislature's Joint
Committee on Natural Gas Pipelines Nov. 8.

For this year, the figure is $8 million; in 2002 it
is $49 million and in 2003 $55 million.

The company has also applied for two new
Kenai Peninsula units, Thomas said (see story page
9), has drilled three exploration and innovative
step-out wells on the Kenai Peninsula this year and
has two more exploration wells planned for this
year.

Without Regulatory Commission of Alaska
approval of the Enstar contract, Thomas said, the

see UNOCAL page 17
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Unocal first dis-
covered natural
gas in the Cook
e Inlet basin
onshore in 1959.
Today, the com-
pany operates 10
platforms in Cook
Inlet and is the
largest oil and
gas producer in
the region. In
1966, Unocal
installed the
world’s first sin-
gle-legged mono-
pod platform, pic-
tured here, to pro-
duce oil from the
Trading Bay field.
The design uti-
lizes a single leg
support for the
structure which
guards against
and reduces expo-
sure to ice and
high tides.
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Economic conditions shift window
for Arctic gas out a year to 2009-10

Recession through 2004 would shift window even farther, possibly to 2015,
Ed Small of Cambridge Energy Research tells committee

By Kristen Nelson
PNA Editor-in-Chief

he economy and natural gas prices are down

— and that is pushing out the window of

opportunity for frontier gas, Ed Small of

Cambridge Energy Research Associates told
the Legislature’' s Joint Committee on Natural Gas
Pipelines Nov. 7.

Cambridge Energy expects to see some recov-
ery from the current economic weakness in the
mid-part of next year, certainly in the second half,
but in the meantime, Small said, there is “quite a

strong demand softness” for gas, now and for the
first half of 2002.

Asked by committee chair Sen. John Torgerson
how Cambridge Energy now feels about the win-
dowsit previously saw for frontier gasin 2008 and
2010, Small said:”I think the window of opportu-
nity has shifted in time, probably by ayear.”

“And | think that’s a combination of the
demand destruction that we've seen this year —
the recovery from that just shifts the world by a
year going forward. Y ou push the demand down, it
takes a while to get back up to previous levels

see CONDITIONS page 19
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" Alaska Rig Report )

The Alaska Rig Report as of 11/14/01, active drilling companies only listed.

Contractor/ Rig Type

Doyon Drilling Inc.
Dreco 1250 UE

Sky Top Brewster NE-12
Dreco 1000 UE

Dreco D2000 UEDB
OIME 2000

Nabors Alaska Drilling
Trans-ocean rig

Dreco 1000UE
Mid-Continent U36A
Oilwell 700-E

Dreco 1000UE

Oilwell 2000 Hercules
Oilwell 2000 Hercules
Oilwell 2000

Emsco Electro-hoist-2
OIME 1000

Emsco Electro-hoist Varco TDS3
Emsco Electro-hoist-2 Canrig 1050E
Emsco Electro-hoist-2
Oilwell 2000

OIME 2000
Nordic/Calista Services
Superior 700UE
Superior 700UE

Ideco 900

Rig No.

North Slope

D14 (SCR/TD)
15 (SCR/TD)
16 (SCR)

19 (SCR/TD)
141 (SCR/TD)

CDR-1(CT)
2-ES(SCR)
35(CT)
4-ES(SCR)
9-ES(SCR/TD)
14E (SCR)
16E (SCR/TD)
17E (SCR/TD)
18-E(SCR)
19E (SCR)
22-E(SCR/TD)
27-E(SCR/TD)
28-E(SCR)
33-E(SCR/TD)
245E (SCR/TD)

1 (SCR/CT)
2 (SCR)
3 (SCR/TD)

Field/Platform Field Operator
Prudhoe Bay BP
Stacked/Endicott Is. Available
Prudhoe Bay BP
Alpine Phillips
Meltwater Phillips
Stacked/Prudhoe Bay Available
Prudhoe Bay BP
Prudhoe Bay BP
Milne Point BP
Prudhoe Bay BP
Prudhoe Bay Pending/Anadarko
Kuparuk Phillips
Stacked/Pt. Mcintyre Available

Stacked/Deadhorse Pending/Phillips
Idle/Prudhoe Bay  Pending/Phillips

Cook Inlet Basin-Onshore

Kuukpik / H & R Drilling

Rigmasters 850 9

Inlet Drilling Alaska

Taylor Rig Glacier Rig 1
Inlet Drilling Alaska/Cooper Construction

Kremco 750 CC1

Nabors Alaska Drilling

National 154

Wilson 120 158
National 110-UE 160 (SCR)
Continental Emsco E3000 273

Cook Inlet Basin-Offshore

XTO Energy (Inlet Drilling Alaska Labor Contractor)

NA
NA

Nabors Alaska Drilling
IDECO 2100E

CT-A
CT-C

429 (SCR)

Unocal (Nabors Alaska Drilling Labor Contractor)

Oilwell 2000E
National 1320UE
National 1320UE
Oilwell 860
Drawworks Removed
National 1320UE
Drawworks Removed
OIME SD8M
National 1320UE
National 1320UE
Ideco 2100E

51
54
55
56
57
58A
58B
60
76
77
428

Stacked/Milne Point Available
Milne Point BP
Stacked/Deadhorse Available
Idle/North Star Island BP
Kuparuk Phillips
Prudhoe Bay BP
Stacked/Kuparuk Available
Kuparuk Phillips
Pretty Creek Unocal
Grassom Oskolkoff #2 Marathon
Stacked/Tyonek Available
Stacked/Kenai Available
Stacked/Beluga Available
Stacked/Kenai Available
Anchor Pt. Phillips
Mid. Grd. Shoal XTO Energy
Idle/Mid. Grd. Shoal XTO Energy
Osprey Platform Forest Oil
Idle/Steelhead Platform Unocal
Idle/Grayling Platform Unocal
Idle/Grayling Platform Unocal
Monopod Platform Unocal
Idle/Granite Pt. Platform Unocal
Idle/King Salmon Platform  Unocal
Idle/Granite Pt. Plat. Unocal
Idle/Bruce Platform Unocal
Idle/Dolly Varden Plat. Unocal
Idle/Dolly Varden Plat. Unocal
Stacked/Baker Platform Avail.

Bering Sea-Port Clarence

Seatankers, Inc.
Dreco 147
Fairweather

SDC-1

Stacked/Port Clarence

TD = rigs equipped with top drive units WO = workover operations CT = coiled tubing operation

SCR = electric rig

The Rig Report was prepared by Dan Wilcox

Photo of the Osprey Platform courtesy of Judy Patrick

Rig startups expected in the next 6 months:

Akita Equtak
Rig 63 startup expected Dec. 15 on Mackenzie Delta-Onshore
XTO Energy (Inlet Drilling Alaska Labor Contractor)

Rig CT-C expected to resume Dec. 2001 at Mid. Ground Shoal
Nabors Alaska Drilling

Rig 33E expected to resume November 2001 at Northstar
Unocal

Rig 54 startup expected March 2002 on Grayling Platform

Rig 58A startup expected June 2002 on King Salmon Platform

This month's Alaska Rig Report Is sponsored by:

XTO ENERGY

ENERGY
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Exxon’s Point Thomson will be
North Slope’s first high-pressure

condensate field

By Kristen Nelson
PNA Editor-in-Chief

he gtate has been talking to the Point

Thomson unit owners about develop-

ing the eastern North Slope field for

years. This year, in conjunction with
an expansion of unit acreage, the major
owners (field operator ExxonMobil
Production Co. and BP Exploration
(Alaska) Inc., Chevron U.SA. Inc. and
Phillips Alaska Inc.) agreed to field
development, in late August, as reported
by PNA.

The companies applied for expansion-
contraction early this year. In response,
the state asked for “ sustained commercial
production” by 2008. The unit’s 18th plan
of development, submitted in September,
was accepted by the state. That 18th plan
of development commits field owners to
continuous drilling by 2006. The expan-
sion-contraction agreement commits field
owners to the completion of seven devel-
opment wells by 2008.

A different kind of field

What kind of a field is Point
Thomson? PNA talked to petroleum man-

“Ninety-five percent of it’s going to
be gaseous stuff that’s going to
have to go back in the ground if

there’s no gas sale. And only about
5 percent will be the liquids that

you’re going to sell. So you have to
put 95 percent of it back in the
ground — if you do a gas cycling
project.” —Bill Van Dyke, Division of
Oil and Gas

ager Bill Van Dyke and petroleum reser-
voir engineer Mike Kotowski — both
with the Department of Natural
Resources Division of Oil and Gas —
about Point Thomson.

Point Thomson is a high-pressure con-
densate reservoir. It's different from a
field like Alpine, which is a traditional
black oil reservoir, said Van Dyke.

And different than fields that have
been devel oped up until now on the North
Slope Kotowski said.

“Because of the high pressure, the
wellswill berelatively more expensive to
drill because they’ Il probably be an extra

see FIELD page 4
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FINANCE & ECONOMY

Mexico ready to cut oil production

Mexico will cut oil exports up to 100,000 barrels per day in 2002 as part of
OPEC' seffortsto reduce oversupply in the world market, the Energy Ministry said
the night of Wednesday, Nov. 14.

The decision comes after the Organization of Petroleum Exporting Countries
agreed Wednesday afternoon in Vienna to cut its quotas by 1.5 million barrels a
day beginning Jan. 1, a move the group says is dependent on Mexico and other
non-OPEC producers following its lead. The cut represents a 6 percent production
cut for the cartel.

OPEC officials said they wanted 500,000 bpd in non-OPEC cuts to avoid their
members losing market share by bearing the full weight of the reductions. Until
Mexico made its announcement, no major non-OPEC producers except Russia
seemed willing to cooperate with the cartel. And Russia had pledged only token
support with a 30,000 bpd reduction, representing less than 0.5 percent of its pro-
duction. Russia is the world's second biggest exporter after OPEC member Saudi
Arabia.

Mexico is the third leading exporter of oil to the United States behind Saudi
Arabia and Venezuela.

Energy Ministry officials said Mexico’s decision to cut exports is also depen-
dent on other non-OPEC producers joining the effort.

Mexico’s state oil monopoly Petroleos Mexicanos, or Pemex, exports 1.65 mil-
lion bpd, out of itstotal production of 3.1 million bpd.

“Mexico considers that there has been an important imbalance in supply and
demand in the world oil market in recent weeks,” the ministry said in a statement.

OPEC supplies about a third of the world’s ail. Its goal is to keep the price of
crude within the $22 to $28 a barrel range.

The cartel has cut production three times this year, most recently on Sept. 1.

Bush gives prices modest boost

President Bush gave a modest boost to prices Nov. 13 when he announced the
U.S. government would put more oil into the U.S. Strategic Petroleum Reserve,
America s emergency stockpile.

Bush said the reserve, which currently has 544 million barrels of ail, is to be
filled “in a deliberate and cost-effective manner” up to its full capacity of 700 mil-
lion barrels.

—The Associated Press
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FIELD

string or two of casing set and the tubing
will be rated for higher pressure, the well
heads will be rated for higher pressures,”
Van Dyke said.

The drilling mud will also be more
expensive, Kotowski said, “because it will
take heavier materiads to contain the reser-
Voir pressure.”

Even the surface flow lines will have to
be rated for higher pressure, Van Dyke said.

The Point Thomson owners are talking
about doing a gas
cycling project, he
said, extracting con-
densates — geas lig-
uids — from the gas
and then reinjecting |
the gas. '

With  reservoir
pressures at Point
Thomson & some Bill Van Dyke
10,000 pounds Per pivision of Oif and
square inch, com- Gas
pared to about 4,000
pounds at Prudhoe Bay, “they’ |l need com-
pressors that can handle those higher pres-
sures,” Van Dyke said.

“And the bottom line is, compression
horsepower is very expensive,” Kotowski
said, both to buy and to run.

Some gas could be sold

If gas wasn't reinjected at Point
Thomson, reservoir pressure would drop
and condensates would fall out in the reser-
vair, limiting recovery of liquids. But if the
gas sdes project goes forward, Van Dyke
said, “they can sl some of the gas, then
they won't have to reinject it al, which
would probably make the economics look
better.”

Most of the production at Point Thomson
will be gas, with condensatein it, Van Dyke
said. The Point Thomson condensate liquid
is high quality, lighter components —
NGLs, gasoline and kerosene weight — not
too much heavy ail, he said, pretty valuable
compared to Prudhoe Bay crude

“Ninety-five percent of it's going to be
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gaseous siuff that’ s going to haveto go back
inthegroundif there’ sno gassde. And only
about 5 percent will be the liquids that
you're going to sdll. So you have to put 95
percent of it back in the ground — if you do
agas cycling project.”

Van Dyke said that when you produce
Point Thomson, you have to produce gas,
and then do something with it: sdll it, teke it
to Prudhoe Bay and store it there or reinject
it.

If you didn't need to maintain reservoir
pressure, “you could just send that whole
sream to Prudhoe Bay and process it over
there” recover the liquids and send them
downtheoil pipdineand put thegasinto the
Prudhoe reservoir or send it down a gas
pipeline.

If the gas went to Prudhoe, Kotowski
said, the ownerswould “just make agas bal-
ancing agreement that would account for the
ges”

Economic analysis, as well as
physical

Kotowski said the Point Thomson own-
erswill probably do “an economic and phys-
ical analysisof what' sgoing to bethelossin
gas as well as liquid reserves if they don’t
reinject as compared to the compression cost
of reinjection.” Cost of horsepower injection
will be compared to the liquid loss to deter-
mine “the most economic depletion plan,”
he said.

Gas cycling will recover most of the
Point Thomson liquids in the condensate,
Van Dyke said, and that will be balanced
against the cogt of building and running the
project.

Point Thomson is probably not any dif-
ferent than a condensate field elsewhere in
the world, Van Dyke said, “the liquids are
valuable and it makes sense to make that
investment, to strip out all those liquidsfirst,
and then you come back 10 or 20 years later
and sl thegas”

“I think a better way of characterizing it
— it’s no different than any other conden-
sate field in the world except for its higher
pressure. ...that's the big difference”
Kotowski said. “It's no different than any
other condensate reservoir. Other than it's
high pressure and its remote location.” [
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907.373.3443

P.O. Box 2374
Palmer, Alaska 99645
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wells in 2002

Company acquired 48,000 acre Matanuska-Susitna Borough Pioneer unit in May; will bring

ON DEADLINE

Evergreen Resources plans coalbed methane

own drilling, cementing and completion equipment to Alaska

By Kristen Nelson
PNA Editor-in-Chief

ark Sexton, president and CEO of

Evergreen Resources Inc. of

Denver, told the Legislature’s

Joint Committee on Natural Gas
Pipelines by phone Nov. 8 that the com-
pany plans to drill at least six wells —
and perhaps as many as eight or 10 — in
the Pioneer unit in the Matanuska-Susitna
Borough in 2002. The wells, Sexton said,
will be in two pilot
areas.

The  company
will bring its own
drilling, cementing
and completion
equipment — cur-
rently in Ireland —
to Alaska for the
work, he said.
Sexton said the
equipment is state of
the art and was built
specifically for
coalbed and shallow gas development.

After the wells are completed,
Evergreen will begin testing the produc-
tivity of the coals and Sexton said those
tests will give the company information
on how best to develop the resource.

Evergreen acquired the Pioneer unit, a
coalbed methane play, from Ocean
Energy Inc. and Unocal Alaskain May of
this year. Evergreen has a 100 percent
working interest in 48,000 acres. An
Enstar 20 inch gas line runs across the
bottom of the unit and two coalbed
methane wells, one water disposal well
and one gas re-entry well have been
drilled in the unit.

Mark Sexton, presi-
dent and CEO,
Evergreen Resources
Inc.

At least 1 trillion cubic feet at
Pioneer

Sexton said Evergreen believes
coalbed methane has the potential to
replace declining conventional gas
reserves in Cook Inlet. The company has
not yet determined that Pioneer develop-
ment will be economic, he said, but con-
servative estimates show the unit contains
reserves of at least 1 trillion cubic feet.
Sexton said the reserves could be severa
times that large.

Six prior attempts to produce coalbed
methane in the north Cook Inlet areahave
been unsuccessful, and Sexton said that

In Alaska, gaining surface access for mineral development “may become
the major obstacle to development” and Evergreen believes legislation
“must be passed that encourages the surface owner to cooperate with the
gas companies wanting to develop natural gas on their lands.”
—NMark Sexton, Evergreen Resources Inc.

after reviewing the well histories, “we are
not surprised that none of the wells pro-
duce gas.”

He said that Evergreen knows, through
experience, that “slight variations in
drilling, cementing, completion and pro-
duction practices’ spell success or failure
in coalbed methane wells. It is for that
reason, he said, that Evergreen hasinvest-
ed inits own service company, Evergreen
WEell Service, its own gas marketing and
gathering company, Primero Natural Gas,
and its own operating company,
Evergreen Operating Corp.

Evergreen, along with several other
parties, has also applied for shalow gas
leases in the vicinity of Pioneer, and
Evergreen said once the leases are grant-
ed it will negotiate with the lessees and
then unitize the acreage.

If aunit can be established in 2002, he
said, exploration activities could begin
that year on the new acreage and wells
could be drilled as early as 2003 or 2004.

He said that Evergreen’s proposed
Southcentral drilling budget is $5 million
for 2002. If drilling is successful, Sexton
said he expected the pace to “accelerate
prudently” in subsequent years.

Legislative issues

Sexton said that coalbed methane
drilling is different than the drilling
Alaskans are used to. In the Raton Basin
in southern Colorado where Evergreen
has extensive operations, the company
drills, logs, cements, completes, equips
and places on line a new well every 72
hours.

“Doing this type of development
requires streamlining the permitting and
regulatory processes’ and there may be
bills proposed in Juneau to address this,
he said.

But Sexton said the greatest challenge
in Alaska coalbed methane devel opment
isthe split estate issue. The areas with the
most potential for coalbed methane pro-
duction, he said, are areas where the state
owns the subsurface rights and the sur-
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face is owned by an individual. Split
estates are manageable when a few wells
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are drilled in an area, Sexton said, but in and we are less expensive,
Alaskathe planisto drill “several dozens
of wells’ in close proximity.

In Alaska, gaining surface access for Central Trading Systems Inc.

mineral development “may become the
major obstacle to development,” Sexton
said, and Evergreen believes legislation
“must be passed that encourages the sur-
face owner to cooperate with the gas
companies wanting to develop natura gas
on their lands.” O
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ARKANSAS

Earnings drop at Murphy Oil

Profits were diced by more than half a Murphy Oil Corp. in the third quarter. The
company reported net income of $41.7 million, down 54 percent from the $90.1 mil-
lion the El Dorado, Ark., company made in the same period a year ago.

The big hit was in exploration and production, where higher exploration expenses
teamed with lower prices to cut E&P earnings to $26.7 million from $82 million.
Increased exploration expenses, $45.5 million in the recent quarter compared with
$20.9 million ayear ago, contributed to that.

Better margins pushed refining and marketing profits to $19.6 million from $12.9
million, again of 52 percent. Liquids production averaged 64,779 barrelsaday, up 5
percent from 61,852 ayear earlier, but the average price per barrel dropped nearly $4
abarrd to $23.37. Natura gas saes volume rose 39 percent to a record figure of 295
million cubic feet daily due to production from the Ladyfern field in Canada. But the
average gas price dropped 34 percent to $2.75 per thousand cubic feet.

Revenues did to $1.14 billion from $1.25 billion ayeer earlier, adrop of 9 percent.

Murphy executives expect profits to decline further in the fourth quarter.

Murphy is a leaseholder on Alaska's North Slope. It is a minority owner of the
Northstar field with operator BP Exploration (Alaska) Inc.

Dynamic Capital Management

Alaskan Money Management Firm
Experienced Professional Judgment
Leading Edge Technology
Customized Portfolios
Individual and Corporate Clients

471 West 36th Avenue, Suite 201
Anchorage, Alaska 99503
1-800-280-3962 (DYNA) 1-907-562-6374
FAX: 1-907-563-9502

OIL COMPANY EARNINGS

Third Quarter 2001

3Q 2001 profits, % change from 3Q2000
3Q revenues, % change from 3Q 2000,
3Q daily production, % change from 2000

profits % revenues % production %
Alberta Energy ~ AEC C$190 21 C$1518 -4 1.4BCF +27
Agrium AGU $17 - $410 +8
Anadarko APC -$270 - $1743 4 558,000BOE +29
BP BP $3049 -20 - - 1,883,000BBL/8,319MCF  -1/+7
Chevron CVX $1168 24 $11909 -12 309,000BBL/1.444BCF 311
Evergreen EVG $7.1 +196 $25.6 +86 85.8MCF +59
ExxonMobil EOM $3180 29 $53009 -10 2,481,000BBL -1
Foothills not yet available
Forest FST $1.5 96 $201.1 -13 291.4MCF -7
Marathon MRO $193 +60 $8336 -10 200,200BBL +1
Murphy MUR $41.7 -54 $1139 9 64,779BBL 15
Petro Canada PCz C$125 -35 C$2072 -15 190,800BOE -6
Phillips P $364 -15 $6159 +8 780,000BOE -1
Semco SEN 6.6 - $81 +15 -
Tesoro TSO $32.8 +31 $1412  +1
Unocal ucL $102 -46 $5489 -14 506,000BOE +8
Williams WMB $221 +83 $2810 +21
XTO XTO $70.3 +121 $197 +23 426MCF +25

Dollar figures in millions

BCF: billions of cubic feet of natural gas
BBL: barrels of crude oil or oil and condensate
BOE: barrels of oil equivalent
MCEF: millions of cubic feet of natural gas

SAN FRANCISCO

Flowline Alaska salutes BP
and Phillips Alaska for their

commitment to doing business

in Fairbanks. They've made a
strong effort to provide business

opportunities to the Interior.

We would like to thank the oil

industry for providing
Alaska with a bright future.

FLOWLINE

I EEEEEE—
A L ASKAINROC.

ChevronTexaco supports Dynegy-
Enron merger

ChevronTexaco Corp. said Nov. 9 it has committed $2.5 billion of new equity
in Dynegy Inc. to support Dynegy’s planned merger with Enron.

ChevronTexaco currently owns approximately 26 percent of Dynegy’'s out-
standing common stock, and will invest $1.5 billion in convertible preferred shares
in Dynegy to fund Dynegy’s equity infusion into Enron. The $1 billion balance of
ChevronTexaco’ s equity purchase of Dynegy common stock would be made upon
closing of the Dynegy-Enron merger.

Following closing of the merger, ChevronTexaco would maintain its 26 percent
of Dynegy’s outstanding common stock, and would maintain its three seats on the
Dynegy board. ChevronTexaco will be granted warrants to purchase an additional
$1.5 billion of Dynegy common stock over a period of up to three years from the
merger.

If the Dynegy-Enron merger fals through, ChevronTexaco can redeem its con-
vertible preferred shares for $1.5 hillion in cash or convert to common shares. In
the latter event, ChevronTexaco would own an approximate 36 percent equity
interest in Dynegy.

STATEWIDE

Regulators begin analysis of
pipeline spill response

Regulators have begun working on an analysis of the spill response to last mon-
th’s shooting of the trans-Alaska ail pipeline.

Government officials have so far praised Alyeska Pipeline Service Co.'s
response to the 285,000-gallon spill. Daniel Carson Lewis, 37, is accused of the
Oct. 4 shooting north of Fairbanks near
Livengood.

Rhea DoBosh, a spokeswoman for the
federal-state Joint Pipeline Office, said
Nov. 5 that the report could identify areas
for improvement.

Critics have said the response was too
slow. It took 36 hours for the company to
clamp the hole and stop the leak.

Alyeska said it took that long because
of the need to ensure that the clamp operation was guaranteed to be safe and effec-
tive.

DoBosh said the environmental regulators will look at whether other equip-
ment, such as more clamps, or additional training could make such a spill response
go smoother.

The final report is scheduled to be released in mid-January.

—The Associated Press

—Steve Sutherlin

Government officials have so far
praised Alyeska Pipeline Service
Co.’s response to the 285,000-
gallon spill. Daniel Carson Lewis,
37, is accused of the Oct. 4
shooting north of Fairbanks near
Livengood.
1
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Evergreen profits take off

Evergreen Resources Inc. showed improved resultsfor the third
quarter. Profits for the coalbed methane producer were $7.1 mil-
lion; nearly triple the $2.4 million the company made in the same
quarter of 2000.

Gas sales jumped to 85.8 million cubic feet daily, a 59 percent
increase from 54.4 million a year ago.

Average price was aso higher, unlike most companies in the
industry, with Evergreen collecting $3.21 for each thousand cubic
feet of gas, compared to $2.71 a year ago. That was a gain of 18
percent. Revenues rose 86 percent to $25.6 million, from $13.8
million the prior year.

Evergreen drilled 52 coabed methane wellsin the Raton Basin
in the third quarter alone, boosting sales gas sal es during the quar-
ter by 8 percent over the second period. The drilling brought the
company’stotal wells connected to a pipeline to 646 at the end of
the quarter, compared with 473 ayear earlier.

The Denver-based company boosted its working interest in
17,800 acres of coabed methane properties in the basin in July,
bringing its interest in those properties to about 80 percent. That
purchase from Shenandoah Operating Co. cost the company
roughly $20 million.

—Allen Baker

Forest oil net declines

Earnings at Forest Oil Corp. dropped in the third quarter as
lower prices combined with increased investment in Alaska infra-
structure to deal with new production. The company earned $1.5
million in the quarter, down from $33.8 million in the same quar-
ter ayear earlier. That'sadrop of 96 percent, though special items
had some impact.

Besides the $4 million spent to upgrade pipelines to take
increased flow from a big new strike in the McArthur River field,
Forest booked several big “unusual items’ in the quarter, notably
$11 million in foreign currency trandation losses and losses from
derivatives, aong with $2.3 million in merger expenses from the
acquisition of the former Forecenergy.

Still, volumes were down. Natural gas production was 291.4
million cubic feet daily, a7 percent reduction from the 314 million
ayear ealier.

Liquids production dlipped 5 percent from 31,200 barrels a day
10 29,600 barrels. Pricesfor those products dropped aswell, asthey
did for al the oil companies.

Denver-based Forest said the decrease in volumes reflects the
effects of property sales, areductionin drilling activity, and a shift-
ing of investment dollars to Alaska, where Forest’s Osprey plat-
form is showing alot of promise that won't be turned into a flow
of oil and dollarsuntil the end of next year. Forest ispredicting pro-
duction will continue to decline in the fourth quarter of this year.

Revenues for the third quarter were $201.1 million, down 13
percent from $230.5 million for the year-ago period.

—Allen Baker

Era Aviation, Inc.
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Oil patch tax relief not in cards in
upcoming Canadian budget

Canadian Association of Petroleum Producers and Alberta’s lobbying for tax
equity has failed due to economic slowdown and costs of beefed up security

By Gary Park
PNA Canadian Correspondent

sore point between Canada s petroleum industry
and the federal government threatens to become
even worse, with upwards of C$30 billion worth
of oil sands projects on the line.

For the past 18 months, the Canadian Association
of Petroleum Producers and the
Alberta government have been
lobbying for what they see as
tax equity.

They want Finance Minister
Paul Martin to reduce the cor-
porate tax rate for resource
companies to 21 percent from
28 percent in abudget expected \__d
In ea‘l_y Dec_ember — thesame Canada’s Natural
reduction given to all other Resources Minister
indugri& |£ yea' Ralph Goodale

But the combination of economic dowdown and
the costs of beefed up security and military needs
mean “largetax changes ... inthetax system would be
difficult to accommodate,” said Naturd Resources
Minister Ralph Goodale.

“There's clearly a squeeze on flexibility at this
time,” he said, ruling out the prospect of even phased-
intax cuts.

A Canadian Association of Petroleum Producers

study has estimated that extending the 21 percent mar-
gina tax rate to oil and gas companies would cost the
federd government about C$700 million this year.

However, without the change the industry has
warned that it will be even more difficult to attract
investors, especialy for the multi-billion dollar mega-
projects planned for Alberta s oil sands.

The government hasinsisted that to ensure fairness
with other industries, the resource sector would have
to accept “improvements to the tax structure.”

That would involve a detailed examinaion of
existing resource tax bresks, including a 100 percent
deduction in €eligible exploration and development
expenses, accelerated write-offs for some capital
assets and an accelerated capital cost allowance.

For the industry, giving up incentivesis viewed as
aregressve move. “ They aso forget that we pay roy-
dties” said Charlie Fischer, chief executive officer of
Nexen Inc. and a former Canadian Association of
Petroleum Producers chairman. “They have more
work to do on this issue and thet's fine. But we do
expect it to be dedlt with ... and not just ignored.”

Anxiousto avoid conflict with the Alberta govern-
ment a a time when it is trying to rebuild political
strength in Western Canada, thefedera governmentis
eager to explore a solution, said a spokesman in the
Department of Finance. “Negotiations haven't yet hit
awadl,” hesad. O

[ ] SAN FRANCISCO

Appeals court rules in Exxon’s favor

By The Associated Press

9th Circuit Court of Appeals pand ruled on

Nov.7 that the $5 hillion in punitive damages

awarded by an Anchorage jury against Exxon

Mobhil wasexcessive. The panel ordered alower
court to reduce that amount.

A federa jury in Anchorage ordered Exxon to pay
$5 hillion in 1994 to thousands of commercid fisher-
man, Alaska Natives, property owners and others
harmed by the 11 million-gallon oil spill.

In its ruling Nov. 7, the Court of Appealsin San
Francisco said some damages were justified to pun-
ish the company for its harmful behavior, but that $5

207-248-4422

billion was excessive. The apped's court said that for
every dollar in compensatory damages, the jury
awarded more than $17 in punitive damages — a
rtio that would not get by the U.S. Supreme Court.

The gppeals court noted the high court in 1991
ruled that a 4-to-1 ratio was “close to the ling”
between a congtitutionally acceptable and unaccept-
ablejury verdict.

The state was not part of the lawsuit but reached a
negotiated agreement with the federal government
and Exxon in 1991. Gov. Tony Knowles said Nov. 7
that he will attempt to bring the two sides to a nego-
tiated settlement, saying the case has dragged on too
long. O
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REDOUBT SHOAL

Redoubt Shoal recoverable
estimates keep going up

Forest Oil Corp. is till officially showing recoverable oil from the