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A little more than 5 years ago, my colleague Dick Olver was in Alaska for the Alaska Support Industry Alliance’s annual Meet Alaska conference here at the Sheraton, and he spoke of building a bridge from the prevailing climate of declining production to a long-term & sustainable oil business and future opportunities like gas sales. He spoke of building the bridge with new production from sources in & around existing infrastructure on the North Slope, and he spoke of huge, multibillion-barrel prize if we worked together to build that bridge.

Many things have changed in the state & in our industry over the past 5 years, but some things have remained constant: the need to compete for investments … the need to bring on new sources of production to offset declining base production from mature fields on the North Slope … the challenge of controlling high costs in Alaska … and BP’s determination to build a sustainable business on the North Slope that will last not only years, but decades. Our focus in Alaska next year & over the next several years will be to continue building that bridge with projects & prospects that will provide new production in the near & medium terms … prospects that leverage existing pipelines and facilities, huge resource base, North Slope experience.

2001 spending plans

· ’02 capex plans not completely finalized, but we will have a $700 million capital budget … on pace to fulfill commitment to invest >$3.5 billion in Alaskan development over 5 years

· Alaska accounts for 10% of BP’s worldwide production

· significant portion of ’02 capex will go toward building 4 new double-hull tankers to satisfy long-term transportation needs (cost of doing business in Alaska)

· thanks to past investments (mostly N*), our Alaskan production should increase 10% in ‘02

· renewed emphasis & increased spending on operational integrity/infrastructure upgrades at GPB

Development focus on projects in & around existing infrastructure

· “To quote a line from the film my predecessor immortalized during a presentation at RDC’s annual meeting several months ago, ‘There’s no place like home,’ and that’s where our focus will be … areas where we have the most experience & have had the greatest success in t he past … areas close to existing pipelines & processing facilities where production can be brought on line quickly & development costs are lower (Prudhoe, Milne, Kuparuk)”

· Schrader Bluff/viscous oil – 15 bbbl resource, 1-3 bbbl. potential prize

· Satellites – current production >35mbd from GPB satellites (with recent start-up of Borealis), compared to <10mbd at beginning of year

· Plan to participate in 2-3 satellite wells in ‘02

· Drilling & EOR in existing fields

Need to manage costs in order to compete for investment capital (without compromising health, safety, operational integrity or the environment)

· Alaska disadvantaged due to remoteness/distance from market (transportation costs), high f/d & operational costs

· Further aggravated by recent reservoir disappointment at Badami & cost overruns at N* (about twice what was originally projected, >5 years to bring on line) … need to develop a track record of making quality choices that provide attractive return on capital

· In addition to continuing to seek new efficiencies in the way we operate, we also need to be innovative & develop new technologies to commercialize new resources – e.g., coiled tubing, LADS (could reduce drilling costs by as much as 30% … if proven successful, could be applied throughout the North Slope, not just viscous oil)

· BP Group will invest $8.5b worldwide this year … demand for investment capital (>$10b) exceeds supply, but projects in Alaska will continue to be funded as long as they can compete

· Not easy, and no entitlement to investments, but we’re confident it can be done

Sustainable, competitive oil production will be the foundation for gas sales

· In order to compete effectively for investments, maximize oil production and achieve gas sales, we need a stable fiscal and reasonable regulatory climate in the state.

· Additional tax &/or regulatory burden on oil will slow/discourage gas sales

· Timing of gas sales will be dictated by market & price
· BP will support any project (route) that is 1) economic and 2) has the support of all (Alaska, US, Canada) governments (no investor would contemplate spending $15bn w/o the support of host governments)

· BP is encouraging specific tariff proposals from this group (or any other pipeline group).   

· GTL plant demonstrates commitment -- $86mm project, scheduled to begin ops in 1Q ‘01

Just like 5 years ago, there’s a multibillion-barrel prize awaiting us if we succeed, even with no new discoveries. And we’re committed to doing everything we can to make as many of those barrels as possible commercial to develop. It won’t be easy, and there’s no guarantee of success. But with a resource base that can sustain our production for at least another 30-40 years and a mutual interest between our company and all Alaskans in making it happen, I’m confident we will achieve our goal of building a long-term, sustainable and competitive business here.

