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Horizontal wells will let BP tap hard-to-reach oil field
LIBERTY: Crews can work from existing drilling pad in Arctic waters, company says.
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Carl Lundgren, subsurface manager for BP Exploration Alaska, shows how the company will drill for oil in the Liberty field.

Imagine a bent straw made out of steel extending 8 miles long and 2 miles deep, plunging through icy water
and miles of undersea rock.

That's how the next major oil field in Alaska probably will be developed.

BP announced Monday that it will spend $1.5 billion -- drilling the longest wells in the world -- to develop the
Liberty oil field under the Beaufort Sea. Oil could begin flowing by 2011.

A few years ago, BP shelved the idea of drilling Liberty -- which lies about five miles offshore in federal
waters, farther from land than any other oil field in Alaska's arctic -- by building an expensive gravel island.



At the time, BP said the idea didn't make financial sense.

Now, BP says it will tap Liberty by enlarging a gravel island built years ago for the Endicott oil field. BP will
use a technique called horizontal drilling to reach Liberty six to eight miles to the east.

The project will expand the life span of the Endicott, a 21-year-old field that is now producing only a tenth of
its peak output, company officials said.

FEDERAL WATERS

This week, BP is beginning seismic surveys in the Beaufort to determine the placement of the six Liberty
wells. Construction could start next year and drilling could begin in 2010, company officials said.

Because Liberty lies under federal waters, most of the tax revenue from production will go to federal coffers,
with 27 percent of the royalties returning to the state. Most of the other Arctic oil fields lie on state land.

BP declined to estimate the amount of federal or state tax revenue that will result from the oil field. The state
and the North Slope Borough will get additional tax revenue, such as property taxes.

It's doubtful that the company would have pursued the project if it had been subject to the state's hefty oil
production tax enacted last fall, said Doug Suttles, BP Alaska's president, at a news conference on Monday.

SMALL FIELD

Liberty is BP's first major investment in an oil prospect on the North Slope or in waters off Alaska's coast
since the launch of its Northstar field, which began producing oil in 2001, Suttles said.

Liberty's output will be small -- peaking at about 40,000 barrels per day -- compared to overall current oil
production on the North Slope.

The state estimates oil companies will pump out an average of 722,000 barrels of North Slope crude per day
this year. 

But with major fields like Prudhoe Bay in decline, developing smaller, less-accessible fields is needed to keep
oil flowing through the trans-Alaska pipeline, Suttles said.

Another example of a small field is the new Qannik satellite, near the Alpine oil field west of Prudhoe, which
will peak at 4,000 barrels a day next year, Conoco Phillips announced Monday. Pioneer Natural Resources
Co. just began production from the Oooguruk field, which should peak at 20,000 barrels a day.

ENVIRONMENTALIST REACTS

Some environmentalists said their feelings about Liberty are mixed.

They like the fact that the project uses horizontal-drilling technology, which minimizes the physical footprint of
the development and reduces the amount of wildlife disruption in the Beaufort.

But they aren't happy about any new oil development in Arctic waters given the uncertain future of polar bears
and other species deemed at risk due to climate change. And they are worried about the effect on marine
mammals of noise from the industry's seismic surveys. Seismic surveys blast sound waves into the seafloor to
test the rock formations below.
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"I neither want to sing its praises or overly condemn it," said Brendan Cummings, an attorney for the Tuscon,
Ariz.-based Center for Biological Diversity, of the Liberty project.

In an effort to preserve polar bear habitat, his group is suing the federal government to try to block offshore oil
drilling in the Arctic. The Liberty project is not part of that lawsuit.

The company has already obtained two critical permits from federal agencies to develop Liberty but it is still
seeking final approvals from the state and the North Slope Borough. The National Marine Fisheries Service is
taking public comments on a BP request for permission to unintentionally harass whales and seals during its
seismic surveys.

Recently, the Liberty project overcame a few legal challenges.

For example, an Anchorage federal judge last week rejected the village of Point Hope's claim that the U.S.
Minerals Management Service violated a couple of federal environmental laws when it granted BP and Shell
Oil Co. permission to conduct seismic surveys in the Beaufort and the Chukchi seas this summer.

The village said the minerals service should not have authorized the seismic surveys because of their potential
to harass and harm marine mammals.

At least four oil companies -- BP, Conoco, Eni and Shell -- plan to conduct seismic surveys in offshore waters
this summer, according to the Alaska Support Industry Alliance.

Find Elizabeth Bluemink online at adn.com/contact/ebluemink or call 257-4317.
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