ALASKA
CONSTRUCTION
SPENDING :
2018 FORECAST

Scott Goldsmith
Emeritus Professor of
Economics, Institute of
Social and Economic
Research

Resource
Development

Council
March 15, 2018

BY SCOTT GOLDSMITMH AND LINDA LEASK

INSTITUTE OF SOCIAL AND ECONOMIC RESEARCH AnChO ra ge

UNIVERSITY OF ALASKA ANCHORAGE




THE ECONOMIC IMPORTANCE
OF THE CONSTRUCTION
INDUSTRY

Construction Construction

Employment Muscle

Official Count (DOL)  Backward Linkages
Self Employed - Statewide Presence

Hidden in Other Industries

INVESTMENT
SPISIIIIHEHS i




TOTAL CONSTRUCTION:

SPENDING CHANGE: MILLION $
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2018 CONSTRUCTION SPENDING:
$6.57 BILLION

OIL AND
GAS
$2.56

FEDERAL
$1.91

NON OIL BASIC
$0.35

OTHER
PRIVATE
$1.16

STATE/LOCAL
$0.59
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State Capital Budget and GO Bonds

State Govt Capital Appropriation:
From Own Sources (Million 2018 S)
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What’s a Reasonable Capital
Budget from State Funds?

Federal Match

Deferred Maintenance--Current
Deferred Maintenance--Backlog
K-12 Education

Local Infrastructure Needs
Economic Development
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Project Phased Distribution

K-12 School Maintenance

University of AK Maintenance
State Maintenance

Critical Infrastructure Upgrades
Community and Housing Support

State Investment

Payroll Tax Revenue

FY2019  FY2020 FY2021 Total
$70 $65 $55 $190
$70 $65 $55 $190
$50 $47 $46 $143
$47 $57 $58 $162
$43 $36 $36 $115

$280 $270  $250 $800
$160 $320  $320 $800

dollars in millions




Mat-Su Borough Capital Projects
2009-2017
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OTHER PRIVATE part 1

Residential /
Commercial

v Jobs

v Population
v' Income
v Fiscal Gap




* Tapering Job Losses for Alaska
PERCENT CHANGE FROM PRIOR YEAR, 2008 T0 2018
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OTHER PRIVATE part 2

Health Care /
Utilities

= “MIXED”
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Misc Grants / Procurement

“STABLE” $ 1,276

v Infrastructure Plan? +2%
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. F-35 PROJECTED CONSTRUCTION SCHEDULE

2016 (2017

oa[m 1312201 |02 ‘03 ]0e o< 05 o7 ‘caloa|30/11 |12 ‘01 02030 o5 05 jor os o0 |10 01|02

"2018

lzozo

0102 0304 0% 0607 03 09 10]31 12 |01 02 lo3loe

_ k& k%

- tlwt jueass)
| Laet Covered Mageo're (DIDAL)

‘_Am_nnqunm

[ Mg/ Breguiries WDk guich o375

T " = s "= » " v " v " sy W

e uther Shelier - Squad 21 (BEIYY

O8S / Waaapes £ wid Bochikes (F15 595

knu ity / Hane (1IE3AY)

Emco-ummmum

[l-winn-l Wt (100 §) ORITASS)

inwﬂn!Wﬂl’ﬂ

'}lll Corvwrnd hv.t‘mtlll

| Weaxtter Sheler |Sqeas K2) (DIE42)
=

- X __ _#%K

* =

’MMhmlﬂ&Gm

tﬂm Diwdng P by QUESSY]

Renaviie Balilin 1997

S A AR OF TR S W F AR O R O R R R R e Aw

Bt ma AN EVEIIY
mhi‘u um

w-n- n-mcnum
Revrvaty h“q 1

b-miubt ey

’ I RNeasds Alra ki Agruaw - Passs 1

|L—‘

“ Reastr Aetd Aame — Maw 2

I* Projects

i szde:

[mmmlmxmmom

PeComtuion QR O (- Suie)

E OF

Sociar. anp EcoNomic RESEArCH



PETROLEUM

“POSITIVE” ,
v" Price
v" New Discoveries $ 2,555
v' Federal Policy o
v' Cost Control +15%
v State Policy
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BOEM
i oil and gas in
Beaufort Sea OCS. Assessment will focus primarily on
potential of and Torok F i

North Slope Oil and Gas Activity

S,
State of Alaska, Department of Natural Resources, Division of Oil and Gas, as of December 2017

Caelus
Further exploration drilling at Smith
Bay deferred to winter 2018 or later.

Eni
Planning to start ERD exploratory
drilling at Nikaitchug North prospect
mid-December. Plan to flow test and

Armstrong Energy
Planning Pikka 2 well and up to two sidetracks
this winter in southern Pikka Unit using ice
pad and ice road.

N

Beaufort Sea

Hilcorp

J By, p - possibly sidetrack well. Second well Finished construction at Moose
B2 {\.’4_ 3 Te i Lake® “ il Search contingent on results of the first. pad. Plan fo construct road. pad.
| 't i es ’ekpu ) Bought 25.5% interest in Pikka Unit and ‘and other facilities this winter. Hilcorp
2 — 37.5% interest in Horseshoe area leases from First oil expected in 2018. Planning to start building gravel island for
ConocoPhillips Armstrong E and GMT Exploration. v Liberty project sible
Y pied DNR o8 5 = - — aiteiyg 5053 Enal EXS o be publishes i
| sion of Colville River Unit. Planning second CD5 1t € Hilcorp iy be pubisheg laie
L " 4 & (S . 5 2018. Project to consist of five to eight
N expansion fo add 10 more wells. Also planning to ¢ g AT i ~ \ Planning seven-well o avells fotk 1o sik fojeck
i expand CD2 pad to allow for 32 additional wells f Pikka 0g Milne 2 oroarsics ok "'“”““s": o 5 7 F“"“’B‘
w ’y for Fiord West development. Building new " Point Duck Island Unit for 2018. i posal "
e extended reach drill rig with plans to start drilling \ o
- in 2020. First oil planned for 2021.
3 . : k Exxon Mobil
» )7 A - s s 8 Plan of Development for
- ConocoPhillips -8 wi r ; Kuparuk Initial Production System
i it poar X ot lle River S;uydhoe was accepted by DNR.
Willow using new compressive seismic surveys. 1 \? iy, A R ‘ o i ¢ ch Il o
Plan to drill five exploratory wells this coming § 1 i A ' Point
¢ winter. Three wells will evaluate the Willow ®
R prospect in NPRA. Putu well(s) will target f d \
| Nanushuk in southern Colville River Unit. and a i {
" | fth well, Stony Hill, will be drilled south of CD5. > K ‘ £
.. f Kuparuk ) j Glacier Oil and Gas
3 v 5 = Planning to drill o
- - : s e YA Allance Exporaton e Sk v e
- d oil and gas n NPRA. , — Received approval from Division of Oil and Gas fo form o ol ok juled |
Assessment will focus primarily on resource potential of Brooks Range Petroleum ConocoPhillips the Guitar Unit. Plan of Exploration calls for driling for November to January. Well
L Nanushuk and Torok Formations. ‘Amended fourth Plan of Development| Viscous oil development 1H-NEWS on Kuparuk C anomaly noted in the Storms 2D seismic tiirgets are fhe Badami .: Killian
for Southem Miluveach Unit to production ahead of schedule. Project survey and resulis from the Hemi Springs State 1 well. [ | @ sand (Canifig i)
G - include re-entry, hydraulic fracture includes 4 penta-lateral producers and -
3 ) stimulation, and flow testing of 15 vertical injectors in West Sak sands
i Offerig 000 knots for Decemtyer 5. Kuparuk Fm in the North Tam 1A well (Schrader Bluff Fm). U.S. Senate Energy Committee
RN 2017 NPRA oil and gas lease sale. originally completed in 2012. Voted in favor of kfting ban on oil
‘Working to improve production at existing and gas leasing in ANWR.
= 4 \ pads in Kuparuk River Unit and slowly
c \
(! Y E A ConocoPhillips expand facilities designed to MIIEZ
) | Permitted 510 square mile area for Bear 3D undeveloped areas in unit. Plan to drill ICEWINE 1
ke Lony. 1| survey for acquisition this winter on their state four rotary wells and 16 coiled tubing () Exploratory Wells Spud
X e Y leases issued in 2017 east of Colville River drilling sidetracks by July 2018. 2.
Y and south of Horseshoe 1/1A. 3 \ ® 2017 [ 0i & Ges Unit Boundary
Alaska LNG Accumulate Energy Alaska © 2016
Govemnor Walker signed five-party f‘w";u“i':‘;.f“‘_"’. Alaska Planning fo re-initiate production test
joint development agreement to Sl seisito suvey snd ¢ lcewine 2 in spring 2012 with ® 2015
g i : drilling locations for Bravo and Charlie wells = [ =prog
adence LNG prok 22-25 miles west of Frankiin Biufis pad passibiiy.of deiing follow-up latesal.
Objective is conventional Seabee Fm play. 0 ) i * 2 =
Olgoonik Construction Services =
Planning to build ice road and pad
to plug and abandon five legacy
wells in NPRA this winter.

Division of Oil and Gas
Northem Alaska lease sales offering 5,075
fracts in North Slope, Beaufort Sea, and

Division of Oil and Gas
Tax credit datasets for Storms 3D, Nanuq South 3D,

'Map Location

North Slope Foothills Areawides are and two Harrison Bay 3D seismic surveys have been The accuracy of this map is subject to pending decisions
scheduled for December 2017. Pubkic bid publicly released to Alaska Geologic Materials Center. prorently (n Sppseal s cfow il sl =t

opening will be December 6, 2017 at 9 AM. Several additional surveys to be released soon.
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Nanushuk in NPRA
=~ USGS

science for a changing world

National and Global Petroleum Assessment

Utqiagvik ‘ Assessment of Undiscovered Qil and Gas Resources in the Cretaceous
®© Caelus - Smith Bay: Nanushuk and Torok Formations, Alaska North Slope, and Summary of
announced in 2016 Resource Potential of the National Petroleum Reserve in Alaska, 2017

_\ ﬂe U.S. Geological Survey estimated mean undiscovered, technically recoverable resources of 8.7 billion barrels of oil and
25 frillion cubic feet of natural gas (associated and iated) in conventi lati

[ ac in the Cretaceous Nanushuk and
Torok Formations in the National Petroleum Reserve in Alaska, adjacent State and Native lands, and State waters. The estimated

undiscovered oil resources in the Nanushuk and Torok Formations are significantly higher than previous estimates, owing primarily to
recent, larger than anticipated oil discoveries.

Atqasuk
I Prudhoe g
reshelinl Bay Kaktovik
@ ®

0

/f_ 4 ANWR coastal plain
ConocoPhillips - Willow: Armstrong

announced in January 2017 = Oil and Gas - Pikka:
: l = announced in 2015 ARCTIC NATIONAL
NATIONAL PETROLEUM

| WILDLIFE REFUGE
RESERVE - ALASKA " Trans-Alaska

' pipeline KEVIN POWELL / Alaska Dispatch News

8.7 Billion Barrels of Recoverable Qil!
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Questions?

BY SCOTT GOLDSMITH AND LINDA LEASK
INSTITUTE OF SOCIAL AND ECONOMIC RESEARCH
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