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Despite a “robust outlook for crude supply growth” in the Williston
Basin’s Bakken petroleum system, Oneok “did not receive sufficient
long-term commitments” from shippers under the “terms it needed
to construct the Bakken Crude Express Pipeline,” company President
Terry K. Spencer said. See full story on page 5 of this issue.

Saddle Butte out: Targa buys
Williston Basin infrastructure

Houston-based midstream Targa Resources Partners recently
announced that it has entered into an agreement with Colorado-
based Saddle Butte Pipeline to purchase 100 percent of Saddle
Butte’s Williston Basin crude oil pipeline and terminal system as
well as its natural gas gathering and processing operations for
$950 million.

Saddle Butte was formed in 2009 as a privately held, full
service midstream company that provided crude oil, natural gas,
natural gas liquids and produced water services in the Williston
Basin.

Its assets are all in McKenzie, Dunn and Mountrail counties
of North Dakota, and include the two Saddle Butte terminals,
one at Johnsons Corner Terminal, which delivers to Bridger
Pipeline’s Four Bears line, and the other at Alexander, which

see TARGA DEAL page 20

Oxy'’s Williston Basin unit
absorbed by Mid-Continent

Joseph R. DeDominic, president and general manager of
Occidental Petroleum’s Williston business unit, left the company
in November to take a position with Eagle Ford player Sanchez
Energy as its senior vice president and chief operating officer.

“With Joe’s departure, our Williston business unit has been
absorbed into our Mid-Continent business unit,” Nancy Turner,
Oxy’s director of communications and public affairs, told
Petroleum News Bakken Nov. 28.

The Mid-Continent business unit’s president and general
manager, Ron Brokmeyer, is based in Houston, she said.

DeDominic “led the acquisition and growth of Oxy’s Bakken
and Three Forks assets in North Dakota,” Sanchez said Nov. 28.

Oxy is currently running five rigs in Dunn County, N.D., up
from four rigs in October. The Los Angeles-based major once

see OXY UNIT page 18

® NATURAL GAS

ND’s gas woes

State says might take until end of decade to resolve flaring problem

By RAY TYSON

Petroleum News Bakken

Finding a solution to North Dakota’s
ballooning gas-flaring problem will
require a “very difficult balancing act”
that could take until the end of the
decade to work out.

“We have to balance the ability to

build gathering systems against the waste LYNN HELMS

that takes place with flaring,” Lynn

Helms, director of the state’s Department of

Mineral Resources, said in a Nov. 20 Webcast.
“So we’re looking at toward the end of this

decade before we really get this flaring dynamic

under control.”

® PRODUCTION & RECOVERY

Gas production continues to increase
at a faster rate than the more desirable
crude oil, setting yet another production
record in September at 793,546 thousand
cubic feet, mcf, per day. Average oil out-
put for the month was 728,494 barrels
per day, also a record.

Bakken’s mounting gas volumes

By the time oil production reaches 1

million barrels per day, projected to

occur in 2013 or 2014, the associated gas will

amount to around 2 billion cubic feet per day, a
huge volume that has state regulators concerned.

see GAS WOES page 19

Confident if prices slump

Helms: ND production could be sustained with just 50 rigs, 550 new wells per year

By RAY TYSON

Petroleum News Bakken

North Dakota oil production could be sus-
tained at current record levels even if “the
worst of worst happens,” such as a major downturn
in commodity prices, said Lynn Helms, director of
the state’s Department of Mineral Resources.
Helms said in a Nov. 20 Webcast that it would
take only about 50 drilling rigs, or just over a quar-
ter of the current fleet, and around 550 new wells
per year to keep production at current levels of
around 730,000 barrels per day. Currently, nearly
200 wells are being added per month alone.
Helms noted that the five top producing coun-

® FINANCE & ECONOMY

ties in North Dakota would be able to sustain their
rig counts should oil prices drop well below $50 a
barrel.

Moreover, even if drilling came to halt outside
the five leading counties, he said, there still would
be about 140 rigs left in the state operating at
10,000-15,000 barrels per day, “from now until we
see a price recovery.”

“So we are very confident that we can sustain
current production even under some pretty (diffi-
cult) scenarios,” Helms said.

Helms sees 3-5% growth rate
But “our best guess” is that North Dakota oil
see ND PRODUCTION page 18

US to surpass S. Arabia?

Mark Papa says it’s just ‘a whole lot of talk;” David Roberts, ‘I don't see it’

By KAY CASHMAN

Petroleum News Bakken

Recent predictions by the
International ~ Energy
Agency that U.S. oil produc-
tion will rise by 3.3 million
barrels per day over the next
five years to 11.4 million bpd,
making the U.S. the biggest oil MARK PAPA
producer in the world around
2017, met with strong disbelief by two oil company
executives.

EOG Resources and Marathon Oil are both top
producers in the country’s two strongest tight oil
plays; in fact, EOG was a leader in U.S. shale gas and

then tight oil well design and
development. IEA shows tight
oil as driving the increase in
U.S. oil production.

Although EOG Chairman
and Chief Executive Officer
Mark Papa did not specifically
mention IEA in a Nov. 28 pres-
entation, he did explain his
own company’s projections of
an increase of just 2 million
barrels of oil a day from new U.S. tight and shale oil
production by 2015, which the U.S. Energy
Information Administration forecast in June as a

DAVID ROBERS JR.

see US PRODUCTION page 12
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Duvernay on born-again road

‘Immature play’ needs another 2, 3 years to determine NGL content of gas, establish economics; jury still out on Eagle Ford match

By GARY PARK

For Petroleum News Bakken

I he fledgling Duvernay shale play
spanning 50,000 square miles of the

source rock which provided the launching
pad for Alberta’s petroleum industry in
1947 until light oil output went into
decline in the 1970s has gained renewed
strength from an industry study, along with
the established benefits of horizontal
drilling and multi-stage fracturing.

Early results from a joint effort by Ziff
Energy Group and Gas Processing
Management Inc., GPMI, pointed to possi-
ble production from the southern
Duvernay of 600 million cubic feet per day
by 2020, which Bill Gwozd, vice president
of gas services at Ziff, estimated could
account for only 15-20 percent of total out-
put from all formations within the north
Duvernay study area, which is centered on
the Kaybob area.

In contrast, he said total production
from the adjoining Montney study area is
about 80 percent from the Montney zone
and 20 percent from other formations.

The final conclusions of the Ziff-GPMI
study of the south Duvernay covering nat-
ural gas and natural gas liquids supply and
infrastructure will be released in January.

Ample gas-processing capacity

GPMI principal Bill Armstrong told a
Gas Processing Association of Canada
conference that there is ample gas-process-
ing capacity in the targeted growth areas of
western Alberta and northeast British
Columbia, although much was built for
sour gas which has been declining for
many years and would have to be modi-
fied.

In their studies, Ziff and GPMI have
impressed on producers the need to coop-
erate with each other and midstream com-
panies to use existing capacity rather than
building new infrastructure.

Armstrong said sour gas production has
been “relatively flat” since 2000, while
sweet gas has leveled off after growing
from 2000 to 2008.

What the joint research shows is that
there will be a growth ramp-up of gas
within the south Duvernay and Montney to
2020, but whether production from the
north Duvernay will be sweet or marginal-
ly sour remains an unknown, he said.

To those who suggest the targeted south
Duvernay production is on the conserva-
tive side, given robust forecasts of how big
the play might be and the investment of
C$4 billion over the past three years in
securing exploration land, plus billions
more in acquisitions and joint-ventures,
Ziff countered that he believes the forecast
is “realistic.”

“I’'m very comfortable and supportive
of the economics,” he said.

Duvernay still ‘immature’

Armstrong said the Duvernay is still an
“immature play” and production is only in
its infancy.

The question of how quickly it will be
developed and establish its economic
threshold will be influenced by the natural
gas liquids content of the gas, along with
the trend in gas and NGL prices, he said.

Wellington West Capital Markets has
projected that the addition of liquids to the
production stream from the Duvernay can
realize gas prices of C$8 per thousand
cubic feet equivalent.
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Armstrong suggested production will
not ramp up until operators are able to
evaluate the economics of the play — a
process that could take two or three years.

He does not expect production from
the north Duvernay will reach 300 million
cubic feet per day until about 2015.

Whether the Duvernay will ever match
or surpass the Eagle Ford will take as long
as the industry needs to drill, complete
and tie-in wells in numbers that match the
Texas play.

BMO Capital Markets said that of the
50,000 square miles of Alberta covered by
the Duvernay, about 7,500 square miles is
in the liquids-rich gas window where
reported recoveries range comfortably
from 75 to 150 barrels per 1,000 mecf of
gas and, according to Encana and
Talisman Energy have reached 300 bar-
rels.
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CORRECTION

3,300 tcf in Alberta shale/siltstone resources

It was incorrectly reported in the Nov. 18 issue of Petroleum News Bakken that
a new study by the Geological Survey of Alberta and the Alberta Energy
Resources Conservation Board estimated the province’s shale/siltstone resources
could ultimately yield 3.3 trillion cubic feet of natural gas. The number should
have been 3,300 tcf. The article was titled, “Alberta opens door on huge resources;
formations on parallel with Bakken, say agencies.”

continued from page 4 numbers that “fall in line, more or less,
DUVERN AY SH AI.E with many of the other shales, whether it’s
Eagle Ford or Marcellus,” said Andrew
0(; / TFORD I ( [ S NC I | . .. Beaton, one of the co-authors.
Domestic, foreign interest The major focus was on the Duvernay,

Although early exploration results are Muskwa and Montney formations,
being kept under wraps, the formation has ~ although the Montney (which crosses the
attracted a swarm of domestic and foreign ~ provincial border into British Columbia)
Companies’ many of them on the prow] is not strictly regarded as a “shale” target
for natural gas assets to feed prospective ~because it is dominated by siltstone.

W atford Ranch provides comfortable, secure housing and a warm, LNG projects and high liquids content o~ In the high-low estimates for the
carry them through early development. Duvernay, the report lists 353 trillion
welcoming sense of community for North Dakota’s growing workforce. The  biggest  surprise ~ was cubic feet-540 tcf of gas, 44.1 billion-
. . .. . .. ExxonMobil’s C$3.1 billion bid for Celtic ~ 82.9 billion barrels of oil and 75 billion-

Our commitment to full-service amenities and top-quality service is Exploration, due fo close by Dec. 31, 16.3 billion barrels of NGLs.
unmatched in the indu stry. including 104,000 acres in the Duvernay The authors caution that the numbers
and 545,000 acres in the adjoining represent an “endowment of hydrocar-
Montney siltstone formation. bons” and that geological and engineer-
. . . . . Others with sizeable stakes in the Ing constraints as well as economic,
Situated on 75 prime acres, just 6 miles south of Watford City. Duvernay are Encana, Talisman Eneray, Soiial and environmental considerations

Canadian Natural Resources, Sinopecj will ultlmately determine the volumes
ConocoPhillips, Apache and Trilogy that will be recovered.
Now taking reservations for November 2012 occupancy. Energy. In Alberta, no less than 15 formations
One of the first to release its 2013 cap-  have the potential for shale- and/or silt-
ital spending, Trilogy has earmarked stone-hosted formations, which the report
C$175 million for the Duvernay and said “point to the great potential size of
Montney oil and liquids-rich plays and the resource, which can contribute to eco-
C$150 million to drill, complete and tie- nomic benefits and energy security for

in 40 Montney oil wells. Alberta.” ®

A joint study by the Geological Survey
of Alberta and Alberta’s Energy Contact Gary Park through
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Petroleum News Bakken looking for writers

L]
. - 3 Models Available
Prefer experienced reporters, but oil industry knowledge also valued. Ba’a’ianal to Fit Your Needs:
Contact Kay Cashman at publisher@petroleumnews or 907.561.7517 « Tundra RT350
unara
Energy + Tondra RT750
¢ Tundra RT 1400
- 31 - ]
P(‘ [1 ()l clum Rotational Energy has your Tundra | EESESRIRZCIEELY
e www.PetroleumNewsBakken.com .
T :I.lll W == RT ser'es Hedfel’ ’n-SfOCI( 1750 - 5000 Cubic Feet/Minute
Kay Cashman PUBLISHER & EXECUTIVE EDITOR ADDRESS o High Heat Ou'rpui
Ray Tyson EDITOR P.O. Box 231647 « Efficient
Anchorage, AK 995231647 icien
Gary Park CONTRIBUTING WRITER (CANADA) F| | Heat
[ ]
Eric Lidji CONTRIBUTING COLUMNIST NEWS amefess riea
Rose Ragsdale CONTRIBUTING COLUMNIST RAY TYSON e 605.343.4031 All ;podelsf ’:lre mafle to wn;‘hsfand the most extreme
@petrol ! arctic weather environments.
Mike Ellerd CONTRIBUTING WRITER rlyson@petroleumnews.com
Darryl Flowers CONTRIBUTING WRITER CIRCULATION Predision Equipmenl
907.522.9469
Mary Mack CHIEF FINANCIAL OFFICER i o
.ry circulation@petroleurnews.com Email: sales@precisionequipmfg.com
Clint Lasley GM & CIRCULATION DIRECTOR Phone: 800-237-5161
Julie Bourbeau BAKKEN ADVERTISING EXECUTIVE A?VERHS;NG Web: www.rotational-energy.com
Julie Bourbeau ¢ 907.229.7547 . isi i
Raylene Combs BAKKEN ADVERTISING EXECUTIVE e Bolbeat Web: www.precisionequipmfg.com
Ashlev Lindl jbourbeau@petroleumnewsbakken.com
shley ly BAKKEN ADVERTISING EXECUTIVE Raylene Combs + 509.290.5903
Susan Crane ADVERTISING DIRECTOR rcombs@petroleumnewsbakken.com
Bonnie Yonker AK / NATL ADVERTISING SPECIALIST Ashley Lindly ¢ 907.522.9469
Steven Merritt PRODUCTION DIRECTOR rcombs@petroleumnewsbakken.com
Marti Reeve SPECIAL PUBLICATIONS DIRECTOR Susan Crane ® 907.770.5592
Tom Kearney ADVERTISING DESIGN MANAGER scrane@petroleumnews.com —
Heather Yates BOOKKEEPER E°"':('e<;°"'t‘erl * 425.483.9705 O g S PO
'onKer: etroleumnews.com Pgrbarey Rt Lbprsrai, raui oyl
John Lasley DRILLING CONSULTANT g P Producers beware
Amy Spittler MARKETING CONSULTANT FAX NUMBERS S
Renee Garbutt ADVERTISING ASSISTANT SOUTH DAKOTA * 713.658.0125
ALASKA e 907.522.9583
BAKKEN NEWS
Julie Bembry CIRCULATION SALES EXECUTIVE Several of the individuals -
Dee Cashman CIRCULATION REPRESENTATIVE  listed above are
independent contractors
Joshua Borough ASSISTANT TO THE PUBLISHER
PETROLEUM NEWS BAKKEN is currently a semi-monthly supplement of
Petroleum News, a weekly newspaper that covers Alaska and northern and e t 110 l e u l'l’l
western Canada. In March 2013 Petroleum News Bakken is scheduled to bl : e |
go weekly. To subscribe to Petroleum News Bakken email
clasley@petroleumnews.com; or call Clint Lasley at 907.522.9469; or sign up online at 9 “1-522-9469
www.petroleumnewsbakken.com.
A subscriber to Petroleum News also receives Petroleum News Bakken, and vice versa. Pm“liu “"mm“"-n“"
Print and/or online subscriptions are available.



http://www.watfordranch.com/
http://www.precisionequipmfg.com/
http://www.PetroleumNewsBakken.com/

PETROLEUM NEWS BAKKEN ® WEEK OF DECEMBER 2, 2012

® MOVING

HYDROCARBONS

Bakken Express pipeline scuttled

Oneok opts to halt plans for its oil line to Cushing due to lack of interest from shippers; Kringstad blames pricing market

By MIKE ELLERD

For Petroleum News Bakken

Oneok Partners said on Nov. 27 that
it did not receive sufficient long-
term commitments from potential ship-
pers during its open season for the pro-
posed Bakken Express crude pipeline,
and as a result the company has decided
not to proceed with the project.

The Bakken Express was to be a 1,300
mile long crude oil pipeline running from
multiple gathering
points in the Bakken
play in North Dakota
and Montana and
extending to
Cushing, Okla. The
pipeline would have |
had an initial capaci- g
ty 0f 200,000 barrels
per day. Oneok put
the cost of building
the crude oil pipeline at between $1.5 bil-
lion and $1.8 billion.

Oneok first announced its plans for the
Bakken Express pipeline in April, and
announced the open season in September.
The open season ran from Sept. 21 to
Nov. 20. Oneok was looking to begin con-
struction on the Bakken Express in early
2014 and expected it would be completed
by mid-2015.

TERRY SPEN(ER

Oneok’s view

“Despite the robust outlook for crude
oil supply growth in the Williston Basin
in the Bakken Shale, we did not receive
sufficient long-term commitments under
the terms we needed to construct the
Bakken Crude Express Pipeline,” Oneok
Partners President Terry K. Spencer said
Nov. 27.

Brad Borror of Oneok told Petroleum
News Bakken that there are uncertainties
in the market and short-term versus long-
term options are a factor for shippers. He
said even with continued robust outlook
for crude supply growth in the Williston
Basin, shippers have shown a reluctance
to make long-term commitments to a
pipeline terminating in Cushing.
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Cushing

As an example, Borror said, shipping
oil to the east and west coasts via rail cur-
rently makes good economic sense for
producers, as opposed to committing to
Cushing. In addition, he said, at current
production levels there is sufficient rail
capacity to handle transport to those
areas. And rail, he said, is showing the
ability to react quickly to the market and
is offering much shorter commitment
terms than pipelines require. Without a
sense of urgency, Borror said, the market
seems to be taking a wait-and-see attitude
on where to commit long-term produc-
tion.

“With estimates for crude oil produc-
tion exceeding a million barrels a day
over the next few years, there will be a
need for pipeline takeaway capacity out
of the Bakken. We still believe that the
efficiency and reliability of pipelines will
provide the best long-term solution for
Bakken crude oil transportation needs,”
Borror said.

As to considering another possible
crude pipeline venture in the future, he
said the company would evaluate that sit-
uation as it would any other potential
investment.

Pt

“Despite the robust outlook for

crude oil supply growth in the

Williston Basin in the Bakken
Shale, we did not receive sufficient
long-term commitments under the
terms we needed to construct the
Bakken Crude Express Pipeline.”
—Oneok Partners President Terry K. Spencer

Justin Kringstad’s take

North Dakota Pipeline Authority
Director Justin Kringstad told Petroleum
News Bakken that the Pipeline Authority
“has been supportive of Oneok’s Bakken
Crude Express Pipeline, but given the
current North American pricing market, it
is not difficult to see why shippers may
have been hesitant to sign up for long-
term commitments. The entire industry
right now is working hard to better under-
stand the current and future transporta-
tion dynamics for Bakken crude oil. This
is an exciting time and place for the trans-
portation industry with many more
opportunities ahead.”

Still a Bakken player

“Although we have decided not to pro-
ceed with this project, we still have $4.2
billion to $4.8 billion of announced natu-
ral gas and natural gas liquids projects
under way, many of which are in the
Bakken Shale,” Oneok’s Spencer said.
“Additionally, the partnership has a $2
billion-plus backlog of unannounced
growth projects.”

Oneok is currently operating its
Garden Creek I gas plant near Williston
and its Stateline I natural gas processing
plant near Watford City. The company is
finishing construction of its Stateline II
plant, and that plant is scheduled to go
online in the first quarter 2013. In
September, Oneok submitted a permit
application to the North Dakota Public
Service Commission for construction of
its Garden Creek II plant to be located
adjacent to the Garden Creek I plant. The

see BAKKEN EXPRESS page 7
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Enbridge under more fire

High Prairie Pipeline files second FERC complaint against Enbridge; others also complaining to FERC about Enbridge

By MIKE ELLERD

For Petroleum News Bakken

0 n Nov. 27, High Prairie Pipeline filed
a second complaint with the Federal
Energy Regulatory Commission against
Canadian pipeline giant Enbridge, this time
alleging that Enbridge’s proposed
Sandpiper pipeline, planned to run from the
Bakken in North Dakota to Superior, Wis.,
would eliminate Clearbrook, Minn., as a
receipt point for the proposed High Prairie
Pipeline and would add some 200 miles to
the route getting Bakken crude to a U.S.
mainline system.

Enbridge’s Sandpiper pipeline would
have a capacity of approximately 225,000
barrels of oil per day, and if approved, the
pipeline would go into service in late 2015
or early 2016. The route has not been final-
ized as yet, but preliminary plans have it
running from the Beaver Lodge area in
Williams County due east some 600 miles
to Superior.

The High Prairie pipeline is proposed to
run approximately 450 miles from
Alexander in McKenzie County to
Clearbrook. High Prairie would have a
capacity of 120,000 barrels with approxi-
mately 500,000 barrels of operational stor-
age and was initially scheduled to go into
service in the fourth quarter of 2013.

The latest complaint

In its Nov. 27 filing, High Prairie said the
Sandpiper Project would be “a significant
step in the wrong direction. Enbridge ND
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has provided no justification for its propos-
al to eliminate shippers’ option, including
High Prairie shippers, to utilize the inter-
connection at Clearbrook and the far less
expensive Enbridge Energy capacity that
already exists between Clearbrook and
Superior. Rather, the relocation/elimination
of Clearbrook as an interconnect point
appears to be a coordinated effort by
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Lounge unit w/ computer cafe, pool tables, 55” TV, Blue Ray, and Xbox games.

Exercise unit w/ treadmills, stationary bikes, elliptical machines and free weights.

A training room is available onsite by the day or week.

A home away
from home.

High Prairie went on to say that

Enbridge should retain the existing

interconnection at Clearbrook and grant non-discriminatory access to its

pipelines at Clearbrook to High Prairie ...

based on reasonable, just and

non-discriminatory terms.

Enbridge Energy and Enbridge ND to limit
shippers’ transportation options and control
access to pipeline infrastructure critical to
the continued growth and development of
the Bakken.”

High Prairie went on to say that
Enbridge should retain the existing inter-
connection at Clearbrook and grant non-
discriminatory access to its pipelines at
Clearbrook to High Prairie as well as to any
other shippers requesting interconnection
based on reasonable, just and non-discrimi-
natory terms.

“Absent such conditions,” the Nov. 27
High Prairie complaint states, “the
Sandpiper Project would unjustly and
unreasonably balkanize the pipeline system,
as opposed to providing shippers with
enhanced optionality and competitive alter-
natives. Access to Enbridge Energy’s main-
line at Clearbrook would be cut-off, and all
of Enbridge Energy’s lower-cost capacity
between Clearbrook and Superior would be
dedicated exclusively to the use of shippers

Ar tlc Catermg,

he Oilfield and Const

utilizing upstream facilities of Enbridge
Energy in Canada.”

The High Prairie complaint continued,
saying that shippers moving on Enbridge
pipelines upstream of Clearbrook, or on
High Prairie’s pipeline project to
Clearbrook, would lose the right to use any
portion of the lower cost capacity between
Clearbrook and Superior on Enbridge’s
mainline.

The High Prairie complaint goes on to
say that if the capacity of Enbridge pipeline
between Clearbrook and Superior would
ever become constrained or temporarily
shut down due to operational issues, ship-
pers would not have the ability to shift bar-
rels to the Enbridge mainline at Clearbrook.
“There is no legitimate basis for eliminating
the Clearbrook interconnection that can be
squared with the requirements of the ICA.
Such a balkanization of the pipeline system
is unwarranted, unjust, unreasonable, and
unduly discriminatory.”

see ENBRIDGE COMPLAINT page 14

Ttie Diffenence o Owr Peaple!



http://www.wanzek.com/
http://www.arcticcatering.com/

PETROLEUM NEWS BAKKEN ® WEEK OF DECEMBER 2, 2012

® MOVING

HYDROCARBONS

Bakken oil by rail
to Philadelphia area

Enbridge unit strikes deal with Canopy Prospecting creating

Eddystone Rail, one of largest connections from North Dakota play

By GARY PARK

For Petroleum News Bakken

Arail unit of Calgary-based Enbridge
has struck a deal with Canopy

Prospecting to deliver Bakken and other
light sweet crude to Philadelphia-area
refineries establishing one of the largest
connections from the North Dakota play to
a refinery.

The agreement involving Enbridge Rail
will create Eddystone Rail Co. to jointly
develop a unit-train facility and related
local pipeline infrastructure  near
Philadelphia.

The objective is to handle 80,000 barrels
per day in the third quarter of 2013, with
hopes of expanding to 160,000 bpd for sub-
sequent transport by barge or pipeline to
nearby refineries as early as mid-2014.

Enbridge will own 75 percent of the
joint venture and serve as operator during
construction and operation of the facility.

The total estimated capital cost is about
$68 million.

Jim Klingsporn, an analyst with Bentek,
said the 160,000 bpd target could grow to
500,000 bpd if regional idled capacity
comes back online.

John Auers, senior vice president of
Turner Mason & Co., told Platts the East
Coast market can absorb more than
800,000 bpd of Bakken volumes, forecast-

continued from page 5
BAKKEN EXPRESS

Garden Creek II plant is not scheduled to
come online until the third quarter of
2014.

In addition, Oneok is constructing its
Bakken NGL pipeline that will extend
from the North Dakota gas plants south
into northern Colorado and connect with
the Overland Pass pipeline. Construction
on that pipeline is nearly complete, and
the line is scheduled to go into service in
the first part of 2013.

Oneok has also recently completed
updates to its Sidney, Mont., rail facility.
Its Divide County, N.D., gas gathering
system is scheduled to be completed in
the third quarter 2013.

“While we are disappointed with the
results of the open season, we remain
committed to serving Williston Basin pro-
ducers for their natural gas, natural gas
liquids and crude-oil infrastructure
needs,” Spencer said. “We still believe the
Bakken Crude Express has a competitive
advantage over other competing projects
due to its proximity to the route of our
Bakken NGL Pipeline currently under
construction and other Oneok Partners
natural gas liquids pipeline corridors.”

In his comments to Petroleum News
Bakken, Pipeline Authority Director
Kringstad said “Regardless of the out-
come of the crude oil pipeline, Oneok is
the largest gathering and processing com-
pany in the Williston Basin and I am very
encouraged by their continued commit-
ment to invest in additional North Dakota
assets.” @

Contact Mike Ellerd
at mellerd@petroleumnewsbakken.com

ing that by the end of 2013 Bakken rail
deliveries could average 100,000-150,000
bpd.

He suggested the likely refining targets
for cheap, light sweet crude are
Philadelphia Energy Solutions 330,000 bpd
refinery in Philadelphia and Monro
Energy’s 185,000 bpd facility in Trainer, Pa.

Upping Bakken inputs

Philadelphia Energy Solutions said in
September it initially hoped to rely on
Midcontinent crudes for about 55 percent
of its capacity in coming years, gradually
building Bakken inputs from 20,000 bpd to
140,000-180,000 bpd, using a high-speed
rail unloader to move oil from trains.

Project scope includes leasing portions
of Exelon Generation’s Eddystone power
generation facility and reconfiguring exist-
ing track to accommodate 120 car unit-
trains, installing crude offloading equip-
ment, refurbishing an existing 200,000 bar-
rel tank and upgrading an existing barge
loading facility.

Additional storage and pipelines con-
necting Eddystone to Philadelphia area
refineries are under development.

Jack Galloway, president of Canopy, said
Eddystone Rail will be the “largest unit-
train facility able to receive North Dakota
Bakken and other light sweet crudes direct-

see RAIL CONNECTION page 14
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North Dakota’s cut of oil royalties

from state land increasing

North Dakota has reaped more than $1.1 billion since 2007 thanks to oil
drilling activity — an especially impressive tally considering about 90 percent
of the state is privately owned.

In the western North Dakota oil fields, state-owned land is leased for
drilling, with government coffers seeing a share of royalty income from pro-
ducing wells. Records show almost two-thirds of the state’s 1.2 million acres in
the region either has a well or one likely will be drilled within five years.

The state’s public schools benefit the most from these lease auctions and
royalty payments, and the Legislature can also tap the funds for special proj-
ects.

In the past year, royalty income has overtaken lease revenue as producers
drill more wells to hold rights to the land, said Lance Gaebe, state Department
of Trust Lands commissioner.

For the fiscal year that ended in July, 2,089 oil-producing wells were on
state land — a nearly five-fold increase from just four years before — and state
Land Department records show North Dakota received a record $192.1 million
in royalty revenue. The state’s cut from producing wells now is pegged at more
than $20 million monthly and will likely grow as production increases.

Lease revenue, however, is dropping as the pool of state-owned parcels
shrink in the oil rich Bakken and Three Forks formations. So-called bonus bids
are a one-time, payment-per-acre bid to determine who earns the right to hold
the state lease. Successful bidders also pay rent of $1 per acre per year for the
right to hold the lease for up to five years without production.

One-third in western counties not leased

A record $294 million was bid in fiscal 2010 for rights to drill on state
lands, or more than four times what North Dakota earned that year in oil roy-
alties, records show. Last fiscal year, the state only collected $125.4 million in
bids.

Oil has doubled the trust fund that benefits North Dakota’s schools to $2.2
billion, Gaebe said. “That’s money for today’s generations and future genera-
tions for education.”

Other royalties and lease proceeds are paid toward a trust fund that the
Legislature can use for special projects, including infrastructure improvements.

The state owns about 1.2 million acres, or about 1,925 square miles, in 17
of western North Dakota’s oil-producing counties. State data show about one-
third of the land is leased, one-third is leased and has producing oil wells and
the remainder have yet to be leased.

—JAMES MACPHERSON, The Associated Press

Bakken Crude Qil Logisti(“és

CONFERENCE

March 7-8, 2013 JW Marriott | Houston TX

This conference is response to the sudden challenge being faced by U.S. petroleum companies
who are pumping crude out of the Bakken shale in Morth Dakota and Montana. The sudden
increase in volume has resulted in the problem that the companies are having problems shipping
the crude to the refineries, Truck and rail are being used and the volume has put an enormous
strain on the supply of tank cars and available tank trucks. This conference is a follow up to our
highly successful 2012 Bakken Crude OQil Logistics Conference, where we had over 135
attendees, numerous sponsors, and a great lineup of speakers. This event is organized to help
bring together the crude producers, the rail companies, truckers, barges, and those who provide
technology solutions to help develop a more efficient supply chain.

www.crudeoillogistics.com
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Montana weekly oil activity reports, Nov. 9-Nov. 22

COMPILED By DARRYL L. FLOWERS

For Petroleum News Bakken

Wth a few exceptions, such as the
Heath shale play, the Montana
weekly oil activity report includes
Bakken petroleum system horizontal
well activity in the eastern and north-
eastern part of the state in the Williston
Basin. It also includes the so-called
Exshaw/Southern Alberta ‘Bakken’ in
northwestern Montana, outside of the
Williston Basin.

Following are the abbreviations used
in the report and what they mean.

Week of 11/910 11/15

New locations: horizontal wells
Five wells were permitted in Richland
County, all targeting the Bakken
Formation. Three of the wells will fly the
Fidelity Exploration & Production Co.
banner: the Marthal 11-19H-18, with an
SHL at NW NW 19-22N-57E (382
FNL/765 FWL) and a PBHL of 15,490

Abbreviations
& parameters

BHL: bottomhole location

BOPD: barrels of oil per day

BWPD: barrels of water per day

IP: initial production

MCFPD: thousand cubic feet per day
PBHL: probable bottomhole location
SHL: surface hole location

feet at NW NW 18-22N-57E (250
FNL/765 FWL); the Wymanl 11-19H,
with an SHL at NW NW 19-22N-57E
(382 FNL/715 FWL) and a PBHL of
14,839 feet at SW SW 19-22N-57E (250
FSL/715 FWL) and the Wyman3 11-
35H, with an SHL at NW NW 35-22N-
57E (265 FNL/698 FWL) and a PBHL
of 14,865 feet at SW SW 35-22N-57E
(250 FSL/698 FWL).

Brigham Oil & Gas LP was green
lighted for the Berry 21-28 1H with an

SHL at NE NW 21-26N-59E (614
FNL/2331 FWL) and a PBHL of 20,015
feet at SE SW 28-26N-59E (250
FSL/1740 FWL).

Continental Resources Inc. was
approved for the Charlie 1-5H, with an
SHL at SW SW 5-25N-54E (725
FSL/200 FWL) and a PBHL of 19,505
feet at SE SE 4-25N-54E (660 FSL/200
FEL).

In Roosevelt County, three wells were
permitted, all in the Bakken Formation.

Two of the wells bear the Oasis
Petroleum North America LLC logo: the
Ma 2758 41-11B, with an SHL at SW
SW 11-27N-58E (390 FSL/600 FWL)
and a PBHL of 20,610 feet at SW SW
23-27N-59E (250 FSL/550 FWL) and
the Chokecherry 2758 11-10B, with an
SHL at NW NW 10-27N-58E (550
FNL/155 FWL) and a PBHL of 20,178
feet at NE NE 11-27N-58E (550
FNL/250 FEL).

Continental Resources Inc. won
approval for the Langdon 1-19H, with an

o

=
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800-369-6671 | 903-498-3363 | sales@magnalight.com Magna 1g]1t

Ready to ship inventory of Magnalight portable lighting, explosion proof
luminaires and power distribution systems. Rapid delivery of custom configurations
also available with in-house CNC and fabrication capabilities.
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Industrial lighting and power distribution for hazardous areas and extreme environments

At Larson Electronics’ Magnalight.com our business philosophy is very simple; provide high quality lighting products
at good prices and get them to the customer fast.VWWe support our customers before, during, and after the sale and
maintain a wide inventory of parts and accessories allowing us to service the products we sell. Browse our collection
of products and information here on Magnalight.com to learn more about us and how we can help you find solutions
for all of your heavy duty and hazardous location lighting needs.

SHL at SE SW 19-29N-58E (230
FSL/1550 FWL) and a PBHL of 20,183
feet at NE NW 18-29N-58E (200
FNL/1980 FWL).

In Sheridan County, TAQA North
USA Inc. was OK’d for two wells: the
Krowen 14-5H East, with an SHL at SW
NW 14-37N-57E (1400 FNL/320 FWL)
and a PBHL of 11,943 feet at SE NE 14-
37N-57E (1980 FNL/680 FEL) and the
Krowen 14-5H West, with an SHL at SW
NW 14-37N-57E (1350 FNL/320 FWL)
and a PBHL of 12,445 at SW NW 15-
37N-57E (1845 FNL/680 FWL). Both
wells target the Bakken Formation.

Re-issued locations

In Richland County, EOG Resources
Inc. took two permits: the Anna 3-03H,
with an SHL at NW SW 3-25N-53E
(2050 FSL/920 FWL) and a PBHL of
15,939 feet at SW NW 34-26N-53E
(1700 FNL/700 FWL) and the Candee 3-
05H, which has an SHL at NW SW 5-
25N-53E (2219 FSL/1025 FWL) and a
PBHL of 15,470 feet at SW NW 32-
26N-53E (1830 FNL/700 FWL). Both
wells will bore into the Bakken
Formation.

Week of 11/16 to 11/22

New locations: horizontal wells

In Richland County, Continental
Resources Inc. was green lighted for two
wells, both targeting the Bakken
Formation: the Babka Federal 2-12H,
with an SHL at SE SE 12-24N-52E (335
FSL/750 FEL) and a PBHL of 15,663
feet at E2 E2 1-24N-52E (200 FNL/750
FEL) and the Duval Federal 1-8H, with
an SHL at SW SE 8-26N-55E (475
FSL/1555 FEL) and a PBHL of 19,839
feet at NW NE 5-26N-55E (200
FNL/1980 FEL).

In Roosevelt County, EOG Resources
Inc. was approved for the Star Coulee 3-
1720H, with an SHL at NW NE 17-27N-
S8E (200 FNL/1575 FEL) and a PBHL
of 20,164 feet at SW SE 20-27N-58E
(200 FSL/1800 FEL). The target is the
Bakken Formation.

Re-issued locations

In Richland County, Slawson
Exploration Co. Inc. was issued a permit
for the Dag 1-8H. The Dag’s SHL is at
SW SW 8-21N-59E (200 FSL/675
FWL), with a PBHL of 14,522 feet at
NW NW 8-2IN-59E (700 FNL/735
FWL). The target is the Bakken
Formation.

Completions

In Richland County, three wells were
reported as complete. Continental
Resources Inc. reported the completion
of the Shevlin 1-20H, with an SHL at
NW NE 20-23N-55E (527 FNL/2115
FEL) and a BHL of 19,730 feet at SW
SE 29-23N-55E (203 FSL/1984 FEL).
The Bakken Formation well turned in an
IP of 334 BOPD; 224 MCFPD and 388
BWPD.

Fidelity Exploration & Production
Co. reported the completion of the
Klose 8-17H, a Bakken Formation well
with an SHL at NW NE 8-22N-57E
(306 FNL/2086 FEL) and a BHL of
19,713 feet at SW SE 17-22N-57E (599
FSL/2164 FEL). The reported IP was
271 BOPD; 82 MCFPD and 402
BWPD. @

Darryl L. Flowers, a contributor to Petro-
leum News Bakken, is the publisher of the Sun
Times in Fairfield, Mont., www.fairfieldsun-
times.com, and can be reached at
publisher@fairtieldsuntimes.com.
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Alberta finds Iriends in the east

By GARY PARK

For Petroleum News Bakken

Wth British Columbia Premier Christy Clark res-
olutely sticking to her environmental and eco-
nomic demands before endorsing the movement of
Alberta oil sands crude to the
Pacific Coast for shipment to Asia,
Alberta Premier Alison Redford is
finding allies elsewhere to support
a truly national pipeline network to
Eastern Canada.

To the surprise of many, Redford
found support from the least likely
sector on Nov. 25 when newly elect-
ed Quebec Premier Pauline Marois
— frequently a harsh critics of the
oil sands — said she was ready to
study the benefits of shipping
crude from the Bakken and Alberta (8
to refineries in her province. -

After a sideline meeting at a
summit of provincial premiers in
Halifax, Nova Scotia, they |
announced plans to strike working |
groups to explore the benefits of
such a network.

“We have agreed that there is
some very good opportunity for us to exchange technical
information around economic development, the environ-
ment and the development of resources so that we can
have an informed conversation,” Redford said.

“I think what is really important is that we have
acknowledged that there might be an opportunity. We are

DA

ALISON REDFORD

not concluding what those might be, but we are sharing
some very important information.”

Evaluation done soon

Marois said the evaluation will be completed before
she visits Alberta some time after Christmas “to see if it’s
advantageous for both sides to have Alberta oil refined in
Quebec.”

Redford and New Brunswick Premier David Alward
have already endorsed the idea of sending Alberta crude
through Quebec to the 300,000 barrels per day Irving Oil
refinery at Saint John, New Brunswick.

With Alberta crude production increasingly rapidly,
Redford has been pushing for a national energy policy to
get Alberta to new markets through pipelines or other
means.

But Clark has resisted plans by Enbridge and Kinder
Morgan to ship diluted bitumen to Asia through Kitimat
and Vancouver, respectively.

Others look for energy security

Manitoba Premier Greg Selinger welcomed any
attempts to build energy security in Canada by shipping
domestic crude to Eastern and Atlantic provinces, where
refineries are tied to about 500,000 bpd of imported
Brent-priced crude.

Prince Edward Island Premier Robert Ghiz said oil
produced in Canada should be used in Canada.

“We just want to talk,” he said. “We’re not saying
we’re going to see this happen overnight.”

Nova Scotia Premier Darrell Dexter said an expanded
pipeline from Western Canada could benefit Canada’s
entire Atlantic region.

“I would not argue against it. I think it’s important for

us to develop it,” he said.

Redford said that changing the source of crude might
allow Quebec to benefit from cheaper oil — a prospect
that has seen Marois shift from resistance to opening her
province to crude from the oil sands to conceding that
there could be potential employment benefits, including
in Quebec’s petrochemical sector.

“If we continue down this path, it’s important that
each side comes out a winner,” she said.

Two large refineries

Quebec has two large refineries — Suncor Energy’s
130,000 bpd plant in Montreal and Valero Energy’s
265,000 bpd facility in Quebec City.

Enbridge is also working on a reversal of its Line 9 to
allow Bakken and Alberta crude to flow into Quebec,
starting at 300,000 bpd and possibly increasing to
340,000 bpd, while TransCanada is exploring the possi-
bility of converting part of its natural gas pipeline into
Eastern Canada.

Canada’s Natural Resources Minister Joe Oliver said
he was encouraged by Marois’ open dialogue with
Redford and other provincial leaders.

He said reversing the flow of Enbridge’s Line 9 would
create jobs in Quebec and could lower prices at the gas
pumps.

Bob Schulz, a business professor at the University of
Calgary, said that although activists deride oil sands out-
put as “dirty oil,” not many people wonder whether the
gasoline sourced from Venezuela, Nigeria or Iraq is
cleaner than Alberta oil or whether those countries have
a better record of lowering greenhouse gas emissions. ®

Contact Gary Park through publisher@petroleumnews.com
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Canadian juniors update operations

Calgary-based Arsenal Energy, Painted Pony, working Bakken on either side of border; Arsenal in North Dakota, Painted in Canada

By GARY PARK

For Petroleum News Bakken

Arsenal Energy and Painted Pony, two
Calgary-based juniors involved in

the Bakken formation on either side of
the Canada-U.S. line, reported active
third quarters.

Arsenal, which operates in the United
States under its wholly owned subsidiary
Arsenal Energy USA, partly credited an
increase in its total production for the
three months to 3,694 barrels of oil equiv-
alent per day from 2,185 boe per day a
year earlier to full quarter production
from second quarter completions of its
North Dakota Bakken wells.

It also participated in drilling six (1.1
net) Bakken horizontal wells during the
reporting period, with two of the new
wells and one old well fractured and
placed on production.

The Amundson well (20.31 percent
working interest) averaged 945 barrels
per day over 20 days and the Sundts well
(11.72 percent working interest) averaged
1,360 bpd over six days. The Moen well
(20.31 percent working interest) had pro-
duced for two years unstimulated. When
it was fractured output doubled to 200
bpd.

Arsenal said the remaining wells are in
various stages of completion and all have
yielded results so far that are indicative of
type wells.

The company currently has an interest
in nine (1.1 net) Bakken wells in various
stages of drilling or completion and antic-
ipated that most will be on production by
year-end, which should see Arsenal exit
2012 at about 4,000 boe per day.

Painted Pony said it continues to focus
on development drilling of its Bakken
light oil projects in southeastern
Saskatchewan, principally at Flat Lake.

During the third quarter, the company
participated in five (3.6 net) wells at Flat
Lake, of which four (2.6 net) have been
completed and placed on production. In
the current quarter three (2.3 net) addi-
tional wells are scheduled for completion.

In Alberta, Painted Pony has started

drilling its second 100 percent working
interest exploratory well at Wimborne,
targeting a new Viking light oil play.
Results are expected by year-end.

A third Viking exploratory well (100
percent working interest), situated on a
new play in the Corbett area, is also
scheduled for drilling late in November.

In northeast British Columbia, the
company has started completion and
extended production testing on two new

100 percent working interest Montney
wells, with results expected by year-end.

Painted Pony estimates its third-quar-
ter sales volumes at 6,300 boe per day,
weighted 77 percent to gas, with October
production averaging 7,000 boe per day,
weighted 75 percent to gas. ®

Contact Gary Park through
publisher@petroleumnews.com
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Statoil doubles output, passes 50,000 bpd

With 2,020 people and 18 rigs operating in the Williston Basin, Statoil striving for 100% recycled water for fracking in future

By MIKE ELLERD

For Petroleum News Bakken

“Statoil is truly excited to be in North Dakota,” Torstein

Hole, the company’s senior vice president for U.S.
onshore operations, said in a keynote address Nov. 19.
“Just over a year ago we entered the Bakken when we
acquired Brigham Exploration, and it’s been a very reward-
ing experience, both personally and professionally.”

Hole told attendees of the sixth annual Great Plains and
EmPower ND Energy Expo at Bismarck State College that
the Norwegian-based international oil giant has just passed
50,000 barrels of oil equivalent per day, doubling its
Bakken petroleum system production in the year since it
acquired Brigham Exploration in 2010, and he said things
are going very well.

“Onshore is a core part of Statoil’s
strategy, and will represent the major
part of our long-term ambition as
well,” Hole said. “Statoil’s ambition
in North America is to produce
500,000 barrels a day in 2020. And
we are close to 200,000 now. So this
is a big growth in front of us, and my
responsibility, which is onshore U.S., |
will probably have about 60 percent
of that.”

“We are a long-term player,” Hole
told the conference. “We are a solid company. We want to
survive in the long-term, and we want to ‘put stone on
stone’ as we say in Norway. And we have a history of devel-
oping new technology to enhance recovery, to improve
safety, and to reduce the footprint of our industry. And
these will be priorities for all of our work in the Bakken
going forward.”

He said all of Statoil’s experience will be applied to its
Bakken assets. “We have a commitment to health, safety
and the environment, and to sustainable development of
our business.”

Statoil currently has about 20 employees in Williston
and plans to double that number next year. But in addition,
Hole said his company contracts approximately 2,000 serv-
ice sector employees in the basin. “We know that we are
dependent on the service industry. We want to have a close
cooperation with the service industry as well,” he said.

“Statoil knows that it takes constant adaptation and
learning to be successful in the longer-term, and that this
will also benefit the service sector that comes along with
the industry so that they can, together with us, develop their
own companies and bring value to the area. So I am confi-
dent that the past has equipped us with a solid foundation
for moving forward.”

TORSTEIN HOLE

Statoil in brief

Statoil is an international energy company with approx-
imately 21,000 employees and operations in 36 countries,
although the company’s largest activities are in Norway. It
is the largest operator on the Norwegian continental shelf.
It has corporate offices in both Oslo and Stavanger.

energy
outreach
williston

A JOINT PARTMNERSHIP
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Statoil thinks “it is very important to be part of the local community, and we have therefore taken the initiative to form a
local industry collaboration in Williston. We call it Energy Outreach Williston, and you can see the participating companies
on this slide,” Torstein Hole, the company’s senior vice president for U.S. onshore operations, said in a keynote address Nov.
19. “And with that we want to engage the broader industry and local authorities and organizations in a collaboration for
a positive local development in Williston. We talked about this some months ago when we visited Bismarck and the
Governor's office, and now we have formed it and started it. | am really pleased with this. | have great expectation to the
results of this,” he said.

The government of Norway has a 67 percent ownership
interest in Statoil, and that interest is managed by the
Norwegian Ministry of Petroleum and Energy.

The company has both onshore and offshore operations
in North America with main offices in Houston and
Calgary. Onshore operations include the Bakken as well as
the Marcellus and Eagle Ford plays.

Statoil expanded its footprint into the Williston Basin
with its acquisition of Brigham Exploration in 2010.
Within the basin the company now holds more than
375,000 net acres in North Dakota and Montana, with
potential production from both the Bakken and Three
Forks formations. It is currently operating 18 drill rigs in
the Williston Basin.

North Dakota and global production

Providing some perspective on what North Dakota can
expect in terms of production, Hole said the state is cur-
rently producing more than 728,000 bpd and will eventual-
ly produce 1 million bpd. That, he said, is twice as much as
Statoil produces internationally outside of Norway. In
Norway, he said, Statoil produces about 1.8 million bpd,
but noted that it took a long time to reach that level of pro-
duction.

North Dakota, Hole said, has been producing oil for
more than 60 years, but it was not until recently that the
state’s potential was fully appreciated. The successful com-
bination of horizontal drilling and hydraulic fracturing, he
said, “has really catapulted the development of the oil
industry in this state. It’s a fantastic development and it has
changed the whole mindset of our energy reality.”

Referring to the recent International Energy Agency
world energy outlook report, Hole said “the world energy
outlook summarizes the situation by saying ‘the global
energy map is changing with potentially far reaching con-
sequences for energy markets and trade. It is being redrawn
by the resurgence of oil and gas production in the United
States.” It’s not often you see that kind of statement from
International Energy Agency; they tend to be careful in
their comments.”

He went on to say that U.S. Department of Energy has
reported that oil production in the U.S. is at an 18 year high,
and imports are at a 20 year low. The U.S., he said, met 83
percent of its energy needs in the first six months of 2012.
Going forward, he said, the IEA estimates that some $50
trillion will be required in upstream investment between
now and 2035, and almost 30 percent of that investment
will be in North America. That 30 percent of $50 trillion,
Hole said, it “quite a lot of investment, and that’s quite a lot
of jobs as well.”

Hole said North Dakota is “forging the frontier of this
new era.” The production rise, which began approximately
five years ago, he said, has been impressive and has
“grabbed the attention of both companies and governments
all around the world.”

Building a path forward with ND

Next Hole gave his thoughts on how Statoil can work
with North Dakota to build a sustainable path forward.

First, he said the key to a sustainable path forward is a
sensible policy and regulatory framework. And a good

see STATOIL page 11
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framework, he said, can achieve a lot of
goals and will provide increased prosperity
and economic growth for the individuals,
for the companies, and for the states and the
federal government.

In addition, he said, a sound regulatory
framework will give stable and secure ener-
gy supplies, and such a framework can also
provide for environmental stewardship and
conservation. North Dakota, he said, has
developed a comprehensive approach to
energy and Statoil believes that North
Dakota has and can continue to lead by
example in this area.

The keys to achieving a proper policy
framework, Hole continued, include a
rational dialogue between all the stakehold-
ers. He said that all sides of an argument
need to be heard and that policy discussions
are open and inclusive. “We need frequent
communication and engagement. We need
fact-based and informed basis for policy
making and for decisions.” He said it is
important for the oil and gas industry to
have a predictable landscape for decision
making and stability.

And at the local level, Hole said pro-
moting sustainable operations in communi-
ties is “paramount,” and said infrastructure
development, environmental protection and
local community engagement are critical to
achieving Statoil’s goals.

Infrastructure
and environmental protection

On infrastructure development, Hole
said, the bigger things like houses, hospi-
tals, roads and schools are all extremely
important, but a company’s operations are
also important. He said Brigham
Exploration made “great decisions” to
start building out the pipeline infrastruc-

“We are building salt water
disposal wells, and we are
building terminals so that we can
ship the oil out both by rail and
hopefully by pipeline in the
future.” —Torstein Hole, Statoil senior vice
president for U.S. onshore operations

ture so that now Statoil has more than 700
miles of pipelines for oil, gas, fresh water
and sea water in its area of operations, and
he said the company will be completing
that pipeline infrastructure the next year.
“We are building salt water disposal wells,
and we are building terminals so that we
can ship the oil out both by rail and hope-
fully by pipeline in the future,” he said,
“and this is extremely important for the
local community as well.”

Hole said benefits of this infrastructure
include reducing emissions from opera-
tions, reducing flaring, reducing truck
traffic and recycling frack water. Statoil
has tested fracking with 50/50 recycled
water and fresh water, and he said the
company is striving toward full recycling
in the future. Hole said that a single well
requires some 4,000 truck trips over its
lifetime, and with the pipeline system in
place, Statoil can reduce trucking substan-
tially. Statoil is also working to eliminate
oil-based mud, and is substituting diesel
with gas in drill rigs and hopes to do the
same in fracking operations.

Hole emphasized the importance of
getting this infrastructure in place in the
carly stages of development.

“I’m not talking for my own company
here because we are already close to com-
pleting the whole area of pipeline system,
but we see that there is need for more.
There is a need that all the operators go
ahead and do the same. And I think that
the more the state can do to incentivize
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this the better it will be for the local com-
munity.”

“Statoil,” he said, “humbly recom-
mends the State of North Dakota to con-
sider ways to encourage more develop-
ment of gathering pipelines, to incentivize
the beneficial use of natural gas which
will limit flaring and give possibilities for
follow on investments and jobs beyond the
pure production of oil and gas.”

Community engagement

It is very important to be part of the
local community, Hole said, and Statoil
has taken the initiative “to form a local
industry collaboration in Williston.” With
that initiative, he said, Statoil wants to
engage the broader industry and local
authorities and organizations in collabora-
tion for positive local development in
Williston.

Hole also discussed the importance of
distributing additional revenues to impact-
ed communities so that they can catch up
with the necessary community infrastruc-
ture development, which he said, lays the
basis for an even broader economic
progress going forward. “Infrastructure is
always important for economic progress,
and it will go way beyond the needs of the
oil and gas sector.”

Similarities with Norway

Being a Norwegian-based company in
North Dakota, Hole told the conference,
makes the experience of being in North
Dakota special.

“North Dakota claims a higher percent-
age of Norwegian descendents that any
other state in the U.S., and the cultural ties
are clearly strong. So each visit I'm struck
by how proud the North Dakotans are of
their heritage and it’s very hard for
Norwegians not to feel welcome here. So |
thank you for that.”

Hole said over the past year he has

noticed common values shared between
Statoil and North Dakota, such as hard
work, honesty, and the mentality for cop-
ing with challenges and seeing challenges
as opportunities and not as problems.

“I find respect for land, for neighbors
and for communities,” he said.

In addition, Hole noted similarities in
the industry landscape between North
Dakota and Norway. Historically, he said,
Norwegians were farmers and fishermen,
and those ways of life have been main-
tained as important parts of the economic
landscape beside the development of man-
ufacturing industries and oil and gas in
Norway.

“Coexistence of the offshore industry
and the Norwegian fisheries has been a
prerequisite for the oil and gas sector in
Norway. And we have proved that it’s truly
possible.”

In North Dakota, he said, that same
type of coexistence between farming and
oil production is necessary, and that coop-
eration between the sectors and with all
important stakeholders is key to the oil
and gas industry and to the success of the
community.

“It is fantastic to come here and be part
of the energy transformation and we are
very proud of being able to contribute to
the state development in North Dakota
and the other states where we have activi-
ties,” Hole told the conference.

“I moved to the U.S. just a couple of
weeks before Statoil acquired Brigham
Exploration, and I live in Houston,”
Although Texas is very different, Hole
said, it’s not been too difficult for him to
familiarize himself with that state.

“It’s a place where people are proud
and independent and friendly, and they
know how wealth is created. And by the
way | find many of the same attitudes here
in North Dakota.”

see STATOIL page 12
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Oct. 19, 2012

From: Reeder Operating LLC
To: Vecta Oil & Gas Ltd.
#17751 - Gary Neshem 34-1, NENE 34-156N-86W, Ward Co.

Oct. 29, 2012

From: Ronald M. Sannes
To: Triangle USA Petroleum Corp.
#11473 - Tenneco State 1-25, NWSW 30-153N-101W, McKenzie Co.

#10330 - Lee 43-8 1, NESE 8-151N-101W, McKenzie Co.

#09479 - Heggen 2, SWSW 13-150N-101W, McKenzie Co.

#09328 - Berge-FLB 1-24, NENW 24-150N-101W, McKenzie Co.
#09029 - Heggen 1, SWSE 13-150N-101W, McKenzie Co.

#08973 - Jennie Hanson 27-11, NWNW 27-152N-102W, McKenzie Co.
#08706 - Berge C 1, NWSW 14-150N-101W, McKenzie Co.

From: Ranch Oil Co.
To: Peregrine Petroleum Partners Ltd.
#13479 - Stensrud 1, NWNE 15-146N-102W, McKenzie Co.

#13281 - Trotter 1, SWSE 31-146N-101W, McKenzie Co.

#12886 - Connell 24-27H, SESW 27-144N-102W, Billings Co.

Nov. 5, 2012

From: Liberty Resources LLC

To: Zavanna LLC

#14637 — Jefrey 33-33, NWSE 33-155N-100W, Williams Co.
#14771 — Shae 21-33, NENW 33-155N-100W, Williams Co.

From: Burnett Energy Inc.
To: Zavanna LLC
#11980 - L. M. Stenehjem 2, SWNE 10-151N-100W, McKenzie Co.

From: Prima Exploration Inc.

To: Continental Resources Inc.

#12284 - Ella Many Ribs 2-B, NENW 21-152N-94W, McKenzie Co.
#01987 - Woodrow Star "A"1, SWSE 21-152N-94W, McKenzie Co.
#01509 - Kate Hopkins 1, SWNE 21-152N-94W, McKenzie Co.
#01306 - Ella Many Ribs A-1, SWSW 21-152N-94W, McKenzie Co.

Nov. 6, 2012

From: Denbury Onshore LLC

To: Encore Energy Partners Operating LLC

#06992 — Federal 5-33A, SWNW 33-143N-100W, Billings Co.

Nov. 7, 2012

From: North Plains Energy LLC

To: XTO Energy Inc.

#23104 — Hartsoch 15-35-1H, SWSE 35-157N-96W, Williams Co.

#11027 - State of North Dakota B 1, SWSW 36-152N-102W, McKenzie Co.

#13344 - Flat Top Butte Fed. COM. 100% 2, SWNW 30-146N-101W, McKenzie Co.

#13105 - MOI Flat Top Butte 44-35H, SESE 35-146N-101W, McKenzie Co.

North Dakota well operator transfers Oct.18-Nov. 26

Nov. 8, 2012

From: Upton Resources USA Inc.
To: Williston Exploration LLC

#15126 - Davis Creek 1-28H, SWSW 28-139N-100W, Billings Co.

#15024 —Tracy Mountain Federal 10-1H, NENE 10-138N-101W, Billings Co.
#15100 - Tracy Mountain Federal 12-2, NWSW 2-138N-101W, Billings Co.
Federal 13-2H, NWSW 2-138N-101W, Billings Co.

Sun10-7, NWSE 7-138N-99W, Stark CO.

Upton Et Al S. Fryburg 2, SESW 6-138N-100W, Billings Co.
#14994 - Tracy Mountain Fryburg 3-1H, SESE 3-138N-101W, Billings Co.
#15053 - Tracy Mountain Federal 3-2H, SESE 3-138N-101W, Billings Co.
#15087 — Davis Creek 1-32H, SWSW 32-139N-100W, Billings Co.

#14770 - Tracy Mountain Federal 10-3, NWSE 3-138N-101W, Billings Co.
#15116 — Rocky Hill 1-7H, SWSW 7-138N-99W, Stark Co.

Davis Creek  2-32H, NESE 32-139N-100W, Billings Co.

Davis Creek 2-8H, NENW 8-138N-100W, Billings Co.

Federal 2-13, NESE 13-138N-102W, Billings Co.

Federal 3-13H, NESW 13-138N-102W, Billings Co.

#15283 — Rocky Hill 1-6H, SESW 6-138N-99W, Stark CO.

#15305 - Rocky Hill 1-18H, NWSW 18-138N-99W, Stark CO.

#16450 — Davis Creek 1-27H, SWSW 27-139N-100W, Billings Co.

#16526 - Tracy Mountain Federal 1-18H, NESE 13-138N-102W, Billings Co.
#90098 — Davis Creek SWD 1, NESE 32-139N-100W, Billings Co.

#16010 -
#12078 -
#14878 -

#15120 -
#15198 -
#15209 -
#15261 -

From: Eland Energy Inc.
To: Ulmer Energy LLC

#11578 - Habermeyer 33-13 1, NWSE 13-153N-102W, Williams Co.

From: Ulmer Energy LLC
To: Williston Exploration LLC

#10385 - Cameron 1-20, NESW 20-139N-102W, Billings Co.

Nov. 16, 2012

From: CCS Midstream Services LLC
To: Tervita LLC

#01156 - KT Enterprises 24-19 SWD, SENE 19-152N-95W, McKenzie Co.
#09081 - KT Enterprises 33-23 SWD, NESE 23-152N-96W, McKenzie Co.
#90189 - CCS Midstream Services SWD 1-18, SWSW 18-152N-101W, McKenzie Co.

From: Marathon Qil Co.

To: Resolute Natural Resources Company LLC
#19718 - Forest USA 14-2H, SWSW 2-147N-98W, McKenzie Co.

Legend

Status; wellbore type; pool (perforations); date completed; IP, initial production rate in barrels per day;

CO, cumulative oil production in barrels.

Note: There were no well operator transfers Nov. 17 through Nov. 26.
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US PRODUCTION

high case scenario.

Marathon Oil’s Executive Vice President and COO David
Roberts called IEA’s outlook as “stunningly strong” relative to
what the “physics of this industry suggests.”

“The IEA, they’re very bright people,” Roberts said, “but I don’t
see it. Some of the stuff that they put out in terms of this country
matching Saudi Arabia ... I mean I don’t see it, and I’m in most of
these basins across the United States.”

EOG numbers based on EIA data

“Our projection is over the four-year period from 2011 to 2015,”
Papa said, pointing to a chart containing actual U.S. daily oil pro-
duction from 1920 through January 2012 that came from the EIA.

“U.S. oil volumes are going to grow by 2 million barrels a day
from shale oil and we stand by that. There are some other outfits
that are predicting much higher numbers but as kind of proof that
we are on the right track take a look at that center yellow box,”
which he said contained EIA oil production data.

see US PRODUCTION page 17
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Statoil’s philosophy

“Statoil just celebrated our 40th birth-
day,” Hole said, turning his attention to
Statoil’s history and philosophy as a com-
pany. Building on the bonds that link
Norway and North Dakota, Hole said it’s
important to understand how Statoil and
the Norwegian oil and gas sector devel-
oped.

Statoil was formed by the Norwegian
government 40 years ago, but at the same
time, he said, international oil companies
were invited in to take part in the develop-
ment of the industry. The evolvement of the
oil and gas industry in Norway, he said, has
been characterized by a stable and pre-
dictable framework provided by the gov-
ernment.

Competition between the companies in
a free market, coupled with close coopera-
tion between the companies involved, is a
balance that Hole believes is a key to the
successes seen on the Norwegian continen-
tal shelf.

“Over 40 years it’s not always been
smooth, of course, but the experience has
helped shape the company and provided
benefits to Norway.” Today, Hole said, the
Norwegian oil industry accounts for 25
percent of the country’s income.

“We want to be a long-term partner in
North Dakota. Much like American com-
panies were part of the boom period we
saw in Norway a couple of decades ago,
and they are still there,” he said. ®

Contact Mike Ellerd
at mellerd@petroleumnewsbakken.com
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Gas to fertilizer getting closer

Startup N-Flex gets $1 million NDIC grant, joins Beowulf Energy, moves forward to address flaring and generate ammonia

By MIKE ELLERD

For Petroleum News Bakken

In its Nov. 20 meeting, the North
Dakota  Industrial ~ Commission
approved a $1 million grant to N-Flex, a
startup technology company that devel-
oped a wellhead process which generates
anhydrous ammonia from methane. The
grant will be used to build and implement
several mobile pilot units intended to
move from well to well converting
methane into fertilizer to be sold to North
Dakota farmers.

Less than a week later, on Nov. 26,
Maryland-based Beowulf Energy said it
had acquired the rights to the N-Flex
technology. Beowulf is a private equity
firm focused on the acquisition, develop-
ment, construction and operation of ener-
gy infrastructure worldwide. Beowulf is
based in Easton, Md., but has offices in
Colorado, Montana, New York as well as
Turkey and Trinidad.

In a Nov. 26 press release, Beowulf
founder and Chief Executive Officer Paul
Prager said, “Beowulf recognizes the
importance of distributed ammonia pro-
duction and sees N-Flex’s approach as the
leading technology to convert gas to lig-
uids to benefit both energy and agricul-
tural markets.”

In an interview with Petroleum News
Bakken, N-Flex founder Neil Cohn said
that getting N-Flex off the ground is a
capital intensive venture with mobile pro-
cessing units costing several million dol-
lars each to build. He said he simply did-
n’t have the resources to put the equity
together that he needed to get the technol-
ogy developed. With a background in
commodities and finance, Cohn said he
went to the best energy investor he knew,
that being Beowulf, and got the backing
he needed.

Beowulf is a private equity firm that
builds infrastructure, Cohn told
Petroleum News Bakken. “These guys go
out there and build their own power plants
and pipelines around the world. They’re a
serious energy infrastructure shop.” N-
Flex as an entity will continue to exist,
but it will now be a Beowulf company
and Cohn will continue developing the N-
Flex technology as part of Beowulf.

Applying the technology

The mobile units are ideal for two sit-
uations, according to Cohn. One is where
gas gathering infrastructure is available
but has an interim period between when
the well begins producing and when it is
connected to the gathering system. The
other is at remote sites where gas gather-
ing infrastructure is not feasible and the
units can be operated on a longer-term
basis. Addressing the needs of stranded or
underused resources, Cohn said, is some-
thing the N-Flex technology accomplish-
es very well.

In addition to the smaller mobile pro-
cessing units, Cohn said that he is looking
into building larger, modular units that
will have a much larger capacity and will
be designed for larger-scale agriculture
and industrial consumption.

Potential benefits

In a Nov. 20 monthly press conference,
North Dakota Oil and Gas Division
Director Lynn Helms said flaring of natu-
ral gas in North Dakota continues to be a
problem, and said it may not be until the

N-Flex founder Neil Cohn

end of the decade before the flaring issue
is completely under control (see full story
on page 1). He welcomes the N-Flex tech-
nology and hopes it will help reduce flar-
ing.

Additionally, Helms said that in talk-
ing to farmers around the state, he has
learned that anhydrous ammonia prices
are at an all-time high, and the farmers
are “welcoming this with open arms.”

In its Nov. 26 press release, Beowulf
said that 40 percent of the domestic anhy-
drous ammonia production capability has
been dismantled over the past decade
when natural gas prices were rising, and
the U.S. has now become a major
importer of anhydrous ammonia.
According to Cohn, over 70 percent of the

- Who saysiyou
can't beiintwo
placesat once?

o
The Bakken

fertilizer used in the U.S. is currently
imported.

Another benefit, Cohn says, is the
stress that the technology takes off the
transportation infrastructure because the
fertilizer is produced locally in areas
where it is needed and doesn’t need to be
brought into the state by rail or truck.

In addition, Cohn said he is getting
unsolicited support from environmental
organizations that see the technology as a
very positive solution to the flaring prob-
lem, as well as providing a benefit to the
agricultural community.

“This is a situation where the Bakken
is clearly going to lead the entire market,”
Cohn said. “It is an issue you’re going to
see spread way outside of the Williston

COURTESY N-FLEX

Basin, and a lot of the credit will go to the
government of the State of North
Dakota.” For North Dakota, he said, natu-
ral gas that would otherwise be flared can
be converted into an upgraded, value-
added product for the state.

ND Ag Commissioner’s view

North Dakota Agriculture
Commissioner Doug Goehring, who is
also a member of the Industrial
Commission along with Governor Jack
Dalrymple and Attorney General Wayne
Stenehjem, said in an interview with
Petroleum News Bakken that he has a
dual role in considering the N-Flex grant,
looking at both the flaring issue as well as
high fertilizer cost in the state.

On the industrial side, Goehring said,
“Our ability to address the flaring issue is
crucial. We understand it, we know that
the EPA certainly has their eye on it, and
we know the public views it as a wasted
resource. It’s an opportunity to hook up to
that wellhead, start converting, adding
value, reduce flaring, and allow that infra-
structure to catch up.”

Goehring also views the N-Flex tech-
nology as having long-term benefits in
remote areas where connecting to a gath-
ering system is difficult. He said as
Bakken petroleum system wells continue
to produce gas over their lifetimes, larger
modular processing units can be connect-
ed to and process gas from such remote
wells.

On the agricultural side, Goehring said

see N-FLEX FUNDING page 14
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MERGERS & ACQUISITIONS

percent.

the effective date of the transaction.

Saskatchewan this past year,” he said.

Magnum Hunter builds on Williston assets

Magnum Hunter Resources subsidiary Bakken Hunter has agreed to acquire exist-
ing wells and about 20,000 net Williston Basin lease acres in Divide County, N.D.,
from Samson Resources Co. for $30 million in cash, Magnum Hunter said Nov. 26.

Magnum Hunter currently owns about a 47.5 percent working interest in the prop-
erties, and upon closing will have varied working ownership interests up to about 100

The company will become operator of that portion of the acquired properties which
is currently being operated by Samson. In addition to the acreage being acquired, the
company is also acquiring about 310,000 barrels of oil equivalent of proved developed
producing reserves and roughly 192 net boe of production per day.

Upon closing, Magnum Hunter will own about 180,000 net acres in the basin.

The transaction is expected to close on or about Dec. 20, with an effective date of
Aug. 1. The purchase price is subject to customary adjustments, to take into account

Glenn Dawson, president of Magnum Hunter’s Williston Hunter Inc. division, said
the acquisition of Samson’ central Divide County assets will result in Williston Hunter
becoming a Three Forks Sanish-Bakken operator in North Dakota along the border of
Canada, which he said has been a primary goal of the company.

“We anticipate our initial drilling operations in this area will commence in the first
quarter of 2013 utilizing one-mile horizontal lateral drilling and completion technol-
ogy similar to our successful cost-effective strategy deployed in the Tableland field in

In the Tableland field, Williston Hunter’s drilling and completion costs have aver-

see MAGNUM HUNTER page 17

continued from page 6

ENBRIDGE COMPLAINT

High Prairie filed its first complaint
with  FERC in June alleging that
Enbridge was refusing to support the
High Prairie project. In its June FERC
filing, High Prairie said Enbridge had
spare capacity on its pipeline and has an
obligation as a common carrier to pro-
vide non-discriminatory service.

As Petroleum News Bakken reported
in early July, Enbridge denied the com-
plaint, saying it offered “several reason-
able alternatives” to High Prairie. At the
time, Greg Ward, an attorney for High
Prairie, told Toronto’s Globe and Mail
that Enbridge had backed out of an earli-
er agreement to allow the interconnection
because it expects increased demand for
pipeline capacity from oil sands produc-
ers. Ward said then that Enbridge was
using its monopoly power to take advan-
tage of the lucrative long-haul business
from Alberta.

Other complaints against Enbridge
Later, on Nov. 29, the Minneapolis

Star Tribune reported that two Minnesota
refiners are not pleased with a surcharge
that Enbridge is proposing on Bakken
crude piped into Minnesota to pay for the
Sandpiper project.

The Star Tribune reported that the
owners of refineries in Rosemount and
St. Paul Park, Minn., rely in part on
Bakken crude and told FERC they
oppose the deal, maintaining that a sur-
charge of $1.45 per barrel would be
imposed by Enbridge on Bakken crude,
whether the crude is transported on the
Sandpiper or not. The Minnesota refiners
also expressed concern that the
Sandpiper pipeline may not be fully uti-
lized as other pipelines are built and rail
transport capacity increases.

In May, PBF Energy, of Parsippany,
N.J., which operates a 170,000 barrel per
day refinery near Toledo, Ohio, also filed
a complaint against Enbridge with FERC
claiming Enbridge had shown ‘“undue
and unjust preference for shippers and
users of heavy crude” over users of light
crude. Enbridge rejected PBF’s com-
plaint. ®

Contact Mike Ellerd
at mellerd@petroleumnewsbakken.com

continued from page 7

RAIL CONNECTION

ly into Philadelphia area refineries.

“At 1 million bpd, the region is second
only to Houston in the concentration of
light sweet crude refining capacity.
Eddystone will be the first to provide access
directly to those refineries from a rail facil-
ity,” he said.

Enbridge expansion

In early 2013 Enbridge’s Bakken
Expansion Program will add 200,000 bpd
of increased export pipeline capacity from
the Bakken — 80,000 bpd into Berthold
and 120,000 bpd into Cromer, Manitoba —
raising Enbridge’s handling capacity from
North Dakota to 475,000 bpd.

Stephen Wuori, Enbridge’s president of
liquids pipelines, said rail is the “fastest
way to provide increased export capacity

out of the Bakken.”

Klingsporn said Enbridge’s motivation is
likely economic, noting that even after a
$20 per barrel transportation fee for rail to
the East Coast, Bakken crude is still about
$17 a barrel cheaper than Brent.

PBF Energy Chief Executive Officer
Tom Nimbley said recently that the new
crude fields in the United States and
Canada are game changers for East Coast
refineries.

His company is ramping up rail facilities

at its 190,000 bpd Delaware City refinery to
switch its crude slate to North American
crude oils and away from Brent-based
crudes.

PBD was railing 20,000 bpd of Western
Canadian heavy and Bakken light crudes
into Delaware City about mid-summer and
is working to increase its rail offloading
capacity to 110,000 bpd by January. @

Contact Gary Park through
publisher@petroleumnews.com

continued from page 13

N-FLEX FUNDING

that because most of the fertilizer used in
the U.S. is imported, getting that fertilizer
into the upper Midwest requires that it is
either transported by rail or on barges up
the Mississippi. But barge transport, he
said, only gets the fertilizer as close as
Towa. “And when you think about it,” he
said, “what’s the carbon footprint of that
fertilizer?”

The N-Flex process, Goehring says,
takes raw gas right at the wellhead and gen-

RIG MATS
Designed for
Arctic Durability
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erates an added-value product in the form of
fertilizer that can be used by farmers in an
area that is otherwise fertilizer deficient.
“This is a great way to utilize that
resource,” Goehring said. “Here we can pro-
duce it in our own backyard. We generate
royalties for the mineral owners, revenue for
the oil companies, and taxes for the state
which we can turn around and put back into
infrastructure and other public needs.”

Next steps

Cohn told Petroleum News Bakken that
the final engineering phase is done, and the
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manufacturing phase is next. The pilot test
units are being built in Germany, although
Cohn said he has found a manufacturer in
the U.S. capable of fabricating the process
units and N-Flex is gearing up to eventually
have as much manufacturing as possible
done in the U.S. once his program ramps up.

Now with the backing he needs, Cohn
said he will finalize arrangements with one
or more operators with whom he has been
negotiating, and together they will select a
couple of final locations for the pilot pro-
gram. He said he is not sure exactly how
many units will initially be deployed, but
because of economy of scale, he would like

to start with at least three rather than one or
two.

In terms of schedule, Cohn said he is
pushing to get the first units operating in
North Dakota in a year, but he said it could
take up to 18 months. Lynn Helms added
that the units could possibly be producing
anhydrous ammonia in time for the fall
2013 fertilizer application.

NDIC’s role

As Petroleum News Bakken reported in
Sept. 2012, N-Flex had approached the
Industrial Commission in August seeking
$1.1 million to help fund the pilot program.
At that time the Commission put a decision
on hold pending further review of the pro-
posal.

Helms said the Commission had con-
cerns about the research project funding
mechanism when it postponed its decision
in August. The Commission at that point
asked for a technical review from the Bank
of North Dakota and the Department of
Commerce to look at the research financing
program, and the borrowing and venture
capital program. The Commission wanted
to make sure that the process was fiscally
sound.

Following those technical reviews, Doug
Goehring said the Commission was satis-
fied with the results. The $1 million grant to
N-Flex, according to Helms, is one of the
largest grants ever approved by the
Commission.

Cohn said he is extremely grateful to the
North Dakota Industrial Commission, not
only for the funding, but also for the strong
show of support that comes with the grant
and the signal it sends out to the operators
and the markets that this technology is
something the Commission supports and
wants to see go forward. @

Contact Mike Ellerd
at mellerd@petroleumnewsbakken.com
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Oasis having ‘tremendous’ year

Bakken-focused independent sees third quarter production and producing wells up, price differentials and well costs down

By MIKE ELLERD

For Petroleum News Bakken

O asis Petroleum had third-quarter 2012 Williston
Basin production of 24,257 barrels of equivalent
per day, a 19 percent increase over the 20,353 boe per day
it produced in the second quarter, and a 109 percent
increase over its 11,583 boe average daily production in
the third quarter of 2011. Of the 24,257 third-quarter boe,
93 percent was oil.

The company also said in its November third-quarter
release that it completed and
brought into production 34 gross
operated Williston Basin wells in
the third quarter, increasing its total
for the year to 86 wells. This
increase moves Oasis closer to its
2012 goal of 112 wells, and brings
its total number of producing
Bakken and Three Forks wells to
approximately 200.

The company’s average price THOMAS NUSZ
differential relative to West Texas
Intermediate crude oil index prices was 9.4 percent in the
third quarter of 2012, down from 11.7 percent in the sec-
ond quarter of 2012, and down from 14.5 percent in the
first quarter.

Oasis also saw a decline in its weighted average well
cost to $9 million, down $1.5 million from the first half
2012 average of $10.5 million.

“We’ve had a tremendous year thus far,” said
Chairman and Chief Executive Officer Thomas Nusz in a
Nov. 8 conference call. “This has been a year where Oasis
has differentiated itself from its peers, and we’re proud of
what the team has done across all fronts. This year, we’re
putting in a strong foundation with more efficient opera-
tions, lower well cost, improved uptime and optimized
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price realizations. We also continue to rapidly grow the
company, while maintaining a strong conservative bal-
ance sheet. We believe we’re focused on the right things
and have the right people in place to execute on our plan.”

Bakken operations
Oasis currently holds approximately 333,000 net

acres in the Williston Basin, and is focused in three core
areas: the West Williston in Montana’s Roosevelt and
Richland counties and North Dakota’s Williams and
McKenzie counties; the East Nesson, in North Dakota’s
Burke and Mountrail counties; and the Sanish, south east
of the East Nesson in southwest Mountrail County, N.D.

see OASIS page 16
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OASIS

Going into 2012, Oasis had identified a
total of 1,313 gross well locations these
core areas.

During the Nov. 8 conference call,
Chief Operating Officer Taylor Reid said
holding acreage by production has been a
company focus in 2012, and he expects to
have 260,000 acres held by production by
year’s end.

Reid also said the company’s land team
has acquired new acreage around its core
areas, approximately 60 percent of which
is on the east side of its holdings in what
Oasis calls the Cottonwood area where it
is exploring Three Forks potential. Initial
results from the Three Forks are encourag-
ing, Reid said. Two of the Cottonwood
Three Forks wells have been producing for
about two months and early results show
estimated ultimate recoveries in the
400,000-plus boe range.

Another area where Oasis is exploring
the Three Forks is its Red Bank area in its
West Williston core. Here results from a
Three Forks well show an early EUR of
more than 450,000 boe.

“These Three Forks tests are obviously
important to understand our inventory, but
are also important from an operational
standpoint so that we can design our infill
patterns to efficiently drain reserves and
not over capitalize our program,” Reid
said in the Nov. 8 conference call.

In terms of gas production, Reid said
Oasis currently has approximately 85 per-
cent of its wells connected to sales, with
the majority of the company’s gas produc-
tion going to Highland Partners and Bear
Tracker Energy. He said the last major
area yet to be connected to gas infrastruc-
ture is the company’s North Cottonwood
acreage where Bear Tracker is currently
building a gathering system. Some
Cottonwood area wells, Reid said, are
already connected to that Bear Tracker
system, and the remaining wells should be
connected in the first quarter of 2013.

Oasis Well Services

Also in 2012, Oasis developed a field
services initiative through its subsidiary
Oasis Well Services. OWS began fracking
operations in March and over the third
quarter averaged 100 frack stages per
month. OWS has resulted in $13 million
capital savings, and Reid expects OWS
will be able to handle 40 to 50 percent of
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the company’s frack jobs in its nine rig
program in the coming months. Oasis
expects to save an estimated $500,000 per
gross well through OWS.

Driving down costs

Nusz said drilling and completion costs
had “increased dramatically” throughout
2011 and into early 2012. Although costs
leveled off to an average of approximately
$10.5 million per well through the first
half of 2012, this average, Nusz said, was
approaching what Oasis considered to be
its “critical threshold” of approximately
$11 million per well.

“With the initial focus that the team
placed on controlling costs, we were one
of the first players in the basin to force our
costs to roll over and start heading down,”
Nusz said in the Nov. 8 call. “On our last
call in August, we spoke about driving our
cost down to $8.8 million by the end of the
year. While our operations team over-
delivered and has already met the year-end
target, our wells now, on average, cost
$8.8 million to drill and complete, and
that’s not including the benefit of Oasis

Call a circulation representative today at 907-522-9469 or email “Gift Sub Offer” with your name and phone number to
circulation@petroleumnews.com and a representative will contact you.

Well Services. Just looking at our operat-
ed, drilling and completion capital in the
third quarter, OWS was able to reduce our
average well cost across our entire operat-
ing program by about $300,000 per well,
driving our weighted average well cost to
$9 million for the quarter.”

Nusz said he does not think an average
well cost of $8.8 million is the “floor,” and
said the Oasis team will continue to
explore ways to increase efficiency and to
optimize completion designs. “Just adding
the incremental 5 percent to 10 percent
savings for multiple wells drilled on pads
next year, we believe we can get cost to
$8.5 million or less.”

In addition to lowering drilling costs,
Reid said the company is also driving
down drilling days and fracking cycle
times. He said the company now drills
wells in 23 days, and that the company
recently set a new “pacesetter mark of 15
days for a 10,000-foot lateral well.” Reid
added that Oasis is fracking 36-stage wells
in less than five days, and that it recently
fracked at 28-stage well 37 hours with a
hybrid sleeve system.

Another cost-saving Oasis initiative is

Offer only avallable for new 1yr subscriptions.

its salt water disposal or SWD program in
the West Williston and East Nesson core
areas, which the company expanded this
year. According to Reid, as of Sept. 30,
Oasis was handing approximately 35 per-
cent of its operated water production
through its SWD system, and he said he
expects that volume to increase to 50 per-
cent by the end of the year. Reid said the
company’s SWD system has reduced costs
and he expects to see a reduction in lease
operated expenses related to water dispos-
al through the remainder of the year with
even more reduction in 2013.

Price differentials

Nusz said in the Nov. 8 conference call
that the company’s marketing subsidiary,
Oasis Petroleum Marketing, has made
great efforts to ensure that the company
has been able to move all of its Williston
Basin oil to premium markets. OPM’s
efforts, Nusz said, “have allowed us to
deliver some of the best differentials in the
basin, even when you add the marketing
and transportation cost of $1.23 per barrel
of equivalent to our differentials.” Chief
Financial Officer Michael Lou said the
company expects the downward trajectory
to continue.

Moving forward

Nusz also said in the Nov. 8 call that as
the company moves into next year, “we
will be focused on transitioning to full
development mode, capital and operating
efficiencies and increased realization of
the benefits of our robust infrastructure
build out. Clearly Oasis has come a long
way since we posted 5,500 barrels of
equivalent per day in our first full quarter
as a public company 2 years ago. We have
since grown by 340 percent, up to 24,257
barrels of equivalent per day in the third
quarter of 2012 and have raised our vol-
ume guidance for the year.”

Oasis is a Houston-based independent
focused on the acquisition and develop-
ment of unconventional oil and natural gas
resources, primarily in the Williston
Basin. The company’s approximately
330,000 net Williston Basin acres are con-
centrated in far eastern Montana and far
western North Dakota. The company’s
Bakken play is 88 percent oil weighted. ®

Contact Mike Ellerd
at mellerd@petroleumnewsbakken.com
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US PRODUCTION

“This is government data. ... January
through August, total U.S. oil growth. ...
(It’s) essentially zero,” Papa said. “Let me
repeat that. January through August, this
year, the EIA has reported total U.S. oil
growth was essentially zero,” with January
oil production at 6.119 million barrels a day
and August output at 6.147 million barrels
a day.

“Now think: Every E&P company in the
entire industry is saying, ‘we’re growing oil
volumes in the U.S.” ... Everybody is say-
ing that. And the net result ... for the first
eight months of this year has been zero
growth,” Papa said.

Bakken, Eagle Ford produce 85%

So, “where’s the growth coming from
over this four-year period?” he asked, point-
ing to the next chart, U.S. Horizontal Crude
Growth 2005-2012.

“It’s coming from only two plays, and
it’s two plays EOG found, and two plays
that EOG has major positions in,” Papa
said.

“One is the Eagle Ford, which is the red.
We’re the dominant player (there) ... and
the second one is the Bakken, which is
more of a mature play. We’re not the biggest
player in the Bakken but we are a very big
player; that’s the blue one.”

He described the rest of the plays on the
chart as “contributory ... but negligible.”

“The third play,” he said was “the
Permian — that’s the Wolfcamp, the
Leonard and everything else,” noting there
had “been lots of press” about the Permian
Basin, “lots of ink, but it’s not that big in
size.”

Some of the other plays have had lots of
“sell-side ink,” he said citing as an “exam-
ple” the Mississippian Lime.

“The Mississippian is the second one
from the bottom. You need a magnifying
glass to see it on that chart. The Woodford
is another that you need a magnifying glass
to see. But think of how many companies
are saying the future of their oil growth is
those kinds of plays,” Papa said. “Well, on
a national basis they are insignificant. They
are not going to take off and go up to the
right based on our assessments. There’s a
whole lot of talk about a whole lot plays
that basically have zero significance, in our
opinion. It’s a lot of PR is what it is.”

The plays that make a difference, the
Bakken and Eagle Ford, are the black oil
not the combo plays, he said, reminding the
audience that EOG is “the industry leader
in horizontal oil plays by a 2 to 1 margin.”
(Marathon is one of EOG’ peers in hori-
zontal well plays.)

Saudi Arabia would
“throw back’ our best well

When asked whether he thought IEA’s
predictions were “way off,” Roberts
seemed reluctant to further criticize the

continued from page 14

MAGNUM HUNTER

aged $3.4 million for laterals completed
with 25 to 30 frack stages with cemented
liners and pressure-pumped down coil tub-
ing, he said, noting that recent flowbacks
generated an initial daily oil production rate
of 500- to 750 barrels and an average 30-
day rate of 250-300 barrels.

“Due to the low cost of these wells, our
economic returns are outstanding,” Dawson
said. “When the casing head gas from these
properties currently being flared is eventu-
ally tied into a new gas gathering system in
2013, our ultimate economics will further
improve.”

—PETROLEUM NEWS BAKKEN
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Paris-based agency which advises 28 coun-
tries on energy.

“Let’s be serious,” he replied. “Saudi
Arabia and Iraq have the best geology in
the world. We focus on a 6,000 barrel a day
well and think it’s the best well in the world.
They’d probably throw that one back.”

Roberts thinks there is “a lot of work”
the two Middle Eastern countries can do to
maintain and grow their production rates.

“I think the U.S. basins are very good
but ... let’s use the Bakken as an example.
It’s a basin that today produces 700,000
barrels a day, and there are a lot of people
that speculate that that number could be 2
million or better over time;” something
Roberts finds “really hard ... to imagine ...
because I know how this business works.”

In tight oil plays, he said, typically the
best wells are drilled first.

“We have a lot of intensity around these
plays, drive production really strongly, and
so what we’re seeing is a lot of the areas are
going to be weaker. In down-spacing you
typically don’t get the response that you get
from the initial wells,” Roberts said.

“I hope they’re right,” Roberts said of
the IEA. “And I do think we are closer to

energy security in this country than we’ve
ever been before,” although he said he wor-
ries about words like “energy independ-

“Because I think that suggests some-
thing that’s a little bit harder to reach.” ®

Contact Kay Cashman
at publisher@petroleumnews.com
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Ebeltoft Sickler Lawyers announces due-diligence group

Jennifer Grosz, partner in the Bakken-area law firm of Ebeltoft, Sickler, Kolling, Grosz,
Bouray PLLC said Nov. 22 that the firm is announcing the formation of its business due-dili-
gence team. “We have organized our Dickinson, North Dakota-based law firm to provide
efficient and cost-effective corporate performance audits and fixed-
price due-diligence and closing services anywhere in the Bakken
play,” said Grosz.

Notching her first mega-sale closing in 2010, Grosz was shocked
that many oilfield businesses lose track of the basics. “The press of
day-to-day business and the need to keep costs under control is so

burner,” Grosz explained. “Untended-to business details can cause
big problems, shipwrecking a sale of the entire business when sur-
prises are discovered after a letter of intent to purchase is signed,”
Grosz told Petroleum News. “The billion-dollar companies can take
care of themselves, but businesses with EBITDA-based values of
$10-$150 million are where the most balls are dropped. These businesses are right in our
services wheelhouse,” said Grosz.

Building strong partnerships with accounting firms, merger and acquisition advisors and
business brokers, Grosz and her personal planning, transactional and real estate lawyers
within Ebeltoft Sickler Lawyers have become the “go-to-lawyers” for small to mid-value
business sales transactions. “By forming a practice team in the firm, we are building on that
strength,” Grosz stated. For more information please contact Jennifer Grosz, senior level
lawyer 701-225-LAWS (5297).

JENNIFER GROSZ

Tractor & Equipment Co. plans expansion with purchase

Tractor & Equipment Co. said Nov. 8 that it has purchased 50 acres of property in the
Bakken Industrial Park north of Williston on Highway 2. The property will be the future home
to a full service T&E The Cat Rental Store rental center providing machinery, electrical power
generation, air compression and mobile air-conditioning rentals.

“T&E The Cat Rental Store already has the largest equipment rental fleet in the Bakken,

see OIL PATCH BITS page 19
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ND PRODUCTION

production will continue to increase at a
3-to 5 percent monthly clip, reaching or
surpassing 800,000 barrels per day some-
time in next year’s first quarter, Helms
said.

“It’s a certainty that we are going to
build production to that point,” he added.
“And if things go right, we’ll go to over a
million barrels per day. But we can’t build
a budget on everything going right.”

North Dakota oil production hit a
record high of 728,494 bpd in September,
according to the state’s most recent
monthly production report. That com-
pares to 701,409 bpd produced in August.

“September weather was great for
drilling and hydraulic fracturing resulting
in a 4 percent oil production rate increase
from August to September,” Helms noted
in his monthly Director’s Cut report.

Natural gas, which represents roughly
6 percent of production, also set a new
record in September, increasing to an
average 793,548 thousand cubic feet,
mcf, per day compared to 762,361 mcf
per day in August.

Wells increase to 7,798

The number of producing wells also
increased in September to 7,798, also a
new record.

Drilling permits rocketed to 370 in
October versus 273 in September and 260
in August. The dramatic increase in
drilling activity was said to be necessary
to accommodate more multi-well pads
and the need to build locations before
winter weather sets in. In fact, the depart-
ment increased staff to handle the extra
permitting load.

“Our goal was to make sure that we
had (about) 200 rigs operating with 1,400
permits in front of them, so they all had
enough locations to get through the first
of June of next year,” Helms explained.

The price of Bakken sweet crude aver-
aged $87.00 per barrel in October, $84.98

per barrel in September, and $80.65 per
barrel in August. On Nov. 20, the price
was $80.75 per barrel, while the all-time
high reached $136.29 per barrel on July
3, 2008.

Fewer rigs, more production

Surprisingly, North Dakota achieved
record production with fewer drilling rigs
and reductions in company spending.
Rapidly escalating well costs consumed
budgets faster than many companies
anticipated, Helms explained, and uncer-
tainty over future federal policies on
hydraulic fracturing is impacting capital
investment decisions. More than 95 per-
cent of drilling still targets the unconven-
tional Bakken and Three Forks forma-
tions.

“Because well costs increased so rap-
idly in 2012, they (companies) actually
had to scale back drilling and fracturing
at the end of the year just to come in on
target,” Helms said.

Rig count drops to 188

The rig count for October averaged
188 compared to 190 in September and
198 in August. On Nov. 20, the day of the
Webcast, the count stood at 187 rigs,
while the all time high was 218 rigs on
May 29, 2012.

Utilization for rigs capable of drilling
20,000 feet or more was reported stable at
about 90 percent. But for shallow well
rigs that drill to 7,000 feet or less, utiliza-
tion remains at about 60 percent

Helms attributed the production
increases with fewer rigs largely to
drilling efficiencies.

“We are able to add wells at (the same)
or faster pace because of drilling efficien-
cies that come into the system,” he said.

“So I guess the good news is that even
at that slower place and spending less
money, we’re seeing record production
increases. We continue to do more with
less.” ®

Contact Ray Tyson
at rtyson@petroleumnewsbakken.com
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OXY UNIT

had as many as 14 rigs working the
Bakken play after it first entered the
Williston Basin in 2010. But once its
leases were secured by drilling, high well
costs and unsatisfactory oil price differ-
entials led to a reduction in capital spend-
ing in the basin by the company.

In an October third-quarter earnings
conference call Stephen Chazen, Oxy’s
chief executive officer and president, said
the issue of “product price” was “at least

partially on its way to resolution,” leaving
the need for “large-scale reductions” in
the cost of wells before the company
would consider boosting investment in
the play.

Per State of North Dakota records, in
September Oxy was the 16th largest pro-
ducer of oil from the Bakken petroleum
system, which includes the Three Forks
formation, outputting 11,629 barrels of
oil per day from the wells it operates.

—KAY CASHMAN

Contact Kay Cashman
at publisher@petroleumnews.com
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GAS WOES

“If we are flaring 5-to 10 percent of
that, that’s going to be equal to all the
gas we produced in the first five years of
the 21st Century,” Helms noted.

Additions to pipeline gathering and
processing capacity are said to be help-
ing, but the percentage of gas flared rose
to 30 percent in October. In comparison,
oil companies flared 23.5 percent of
their natural gas in December 2010, up
from 13.7 percent the year before. The
historical high was 36 percent in
September 2011.

“Even though we’re seeing a lot of
build out of infrastructure ... we are still
very much in a struggle to reduce flaring
in the state,” Helms said. “This is going
to be a hard problem to solve.”

Flaring exemptions on rise

However, because of the relative
slowness in expanding the gas-gathering
and processing system, he added, the
state is getting a “tremendous” number
of operator requests for variances and
exemptions from regulations governing
flaring.

Drillers can now flare natural gas for
one year without paying taxes or royal-
ties. After one year, companies must

Helms said the biggest problem
in expanding the gathering
system is acquiring rights of way
or easements across private
property to lay pipelines.

either connect to a gathering line, an
electrical generator, or apply for an
exemption. The exemption would allow
an operator to not pay taxes and royalties
should connection or an electrical gener-
ator be deemed economically infeasible.

Helms said that strict adherence to
North Dakota’s production restrictions
in the current infrastructure environ-
ment could potentially reduce the profit
on Bakken-Three Forks wells by 25 per-
cent.

“For investors that’s probably too
severe and would very (likely) reduce
the economics and impact the number of
people that we have working, the rig
count, and all those sorts of things,” he
said. “At the same time, we have to look
at the waste issue,” Helms said.

0il outweighs gas

However, the economic reality is that
gas makes up just 6 percent of the ener-
gy and a paltry 3 percent of the income
derived from Bakken-Three Forks pro-
duction, while the more desirable oil

makes up well over 90 percent of the
pie.

“We’re seeking that balance — the
difficulty in building up the gathering
systems and getting easements against
the economic waste, against the resource
waste and energy waste, against having
a severe economic impact,” Helms
explained.

He said for now, the state has opted to
allow more flaring because strict appli-
cation of the regulation “would nega-
tively impact the profit of the Bakken
well by as much as 25 percent ... in an
environment where they (operators)
can’t get a gathering system.”

The oil and gas industry is reportedly
investing more than $3 billion in infra-
structure to capture the natural gas.

Most land in private ownership

Helms said the biggest problem in
expanding the gathering system is
acquiring rights of way or easements
across private property to lay pipelines.
In North Dakota, 82 percent of the land
is privately owned, he said.

“It’s a long process of a half-dozen
right-of-way negotiators coming to a
house and asking for more and more and
more of their land,” he said.

That’s because today’s agreements
generally call for one pipeline per

“exclusive” easement, “so they begin to
take up a lot of their land,” Helms noted,
adding that lawmakers are looking at
possibly replacing the current practice
with multiple use corridors, where sev-
eral pipelines and a power line would
occupy the same easement.

Flared gas alternatives

The state has looked at a number of
possible uses for the gas that is current-
ly being flared, including the conversion
to anhydrous ammonia fertilizer. (See
related story, page 13)

Previously investments were made
for research into electrical generation,
and compression of natural gas for use
as fuel or transport to a processing facil-
ity.

Future projects may include use of
flared gas to produce petrochemicals,
conversion of flared gas to liquid fuels,
and removal of natural gas liquids from
flared gas.

“It is hoped the legislature will con-
sider tax exemptions and royalty certain-
ty to provide incentives for beneficial
uses like the above,” Helms said in his
monthly Director’s Cut report. ®

Contact Ray Tyson
at rtyson@petroleumnewsbakken.com

continued from page 18

OIL PATCH BITS

and this investment will allow us to provide
truly unrivaled local support to our rental cus-
tomers,” said Troy Hickey, vice president of
sales and marketing. “When our new facility
opens mid-2013, we will greatly increase our
overall rental capacity in western North Dakota
and eastern Montana, adding approximately
40,000 square feet with 12 full-service bays
and other supporting areas for the rental busi-
ness.” T&E will continue to operate its sales,
parts, and service operations at its current
Williston facility at 14078 West Front Street.
Since becoming an authorized Caterpillar
Dealer in 1929, Tractor & Equipment Co. has
grown from its roots in Sidney, Mont., to a
multi-store operation servicing 44 counties in
western North Dakota, central and eastern
Montana, and northern Wyoming. T&E operates
seven facilities in six cities under the names
Tractor & Equipment Co., T&E The Cat Rental
Store and T&E Power Systems. Tractor &
Equipment Co. offers Caterpillar and other pre-
ferred brand equipment and power systems
sales, parts, service and rentals for the construc-
tion, petroleum, mining, agricultural, govern-
mental, electric power, on-highway and indus-
trial markets. For more information, please visit
www.tractorandequipment.com.
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TARGA DEAL

Targa’s Expanded G&P Footprint into Bakken Shale

delivers to Enbridge. Johnsons Corner had
. an initial storage capacity of 20,000 barrels
e Acquired Assets ¢ !Entry into TB_akk?n Shallle but is being expanded to 40,000 barrels.
Increases 'arga's scale Alexander has a storage capacity of 30,000
and diversity
o Additional exposure to barrels.

- —— : ¢ g iqui With the Johnsons Corner expansion
domestic crude oil and liquids p >
N development Targa will have a combined crude oil oper-

. ren . E_Xp’f‘ff‘ds presence tor?erVice ational storage capacity of 70,000 barrels.
am S . significant activity in the Also included in the deal are approxi-

i Bakken Shale . L TR
[ sogl + Crude oil gathering mately' 155 mlles. of cruQe oil pipelines,
Mg ; supplements Targa’s existing including a trunk line running from the Fort
- = o business mix Berthold reservation to Johnsons Corner
Famu bt . .
[ i and Alexander terminals, and approximate-
S Field G&P S i e ¢ Advances in E&P ly 95 miles of natural gas gathering
ey = 9 existi lant: i . : . . .
B - eees;( I:A;\;l]gf/za:arl‘ait inlet® = Frepiia S Coastal G&P tBezlz?eor:OQV deployed in Plpelmes. The Little Missouri ga.ls p?ocess-
= 460 MMcf/d of additions 4240 s ¢« 1plants ing plant south of Watford City is also
+ 2-200 MMcf/d plants | " + 1.4 Bef/d plant inlet(® + Multiple producers moving to included. The Little Mi i plant had
ordered with planned  sfo 30+ stage fracs and 10,000+ mc .u cd. 'e 1ttie 1ssour.1 plant had an
?51‘2"223"23?3 startup in foot laterals initial capacity of 25,000 cubic feet per day,
g + Increased pad drilling but is currently being expanded to 40,000
resulting in more wells with cubic feet per day

fewer rigs . : - .
9 According to Targa, the Williston Basin
operations are backed by producer dedica-
(1) Gross, nine months ended September 30, 2012 tions under long-term contracts that include

Targa’s G&P assets located in and around multiple shale / resource plays apprommately 260,000 acres of crude ol
. .. production and over 100,000 acres of natu-
focused on crude oil and liquids development ral gas production.

Targa said it expects growth capital
7] expenditures of more than $250 million
will be required in 2013 to support system
expansions necessary to meet producer
activity.

“This acquisition of a major, strategic

E-E me N on’y pay for the midstream business complements our

E = extensive portfolio of midstream assets,

spe ed yo u nee d..' extends our footprint to the very attractive

Bakken Shale play, further diversifies our

business with the addition of crude oil gath-

= - ering, and adds significant long-term

Dy nam'c Rou t'ng!“‘ growth in fee-based revenues,” said Targa

Resources Partnership Chief Executive

Officer Joe Bob Perkins. “We are very

excited to expand our geographic footprint

into one of the most important oil produc-

ing basins in the country. The visible, long-

term growth potential of this business com-

plements our attractive portfolio of ongoing

and future organic growth projects and

enhances the partnership’s longer term dis-
tribution growth.”

Saddle Butte’s subsidiary High Prairie
Pipeline is a proposed 16-inch crude
pipeline running from Alexander approxi-
mately 450 miles east to Clearbrook,
Minn., where it was to connect with
Enbridge. However, as Petroleum News
Bakken reported in June, High Prairie has
stated that Enbridge is refusing the
Clearbrook interconnection. High Prairie
filed one complaint with the Federal
Energy Regulatory Commission in June
and another in late November.

Targa Resources Partners LP is indirect-
ly owned by parent company Targa
Resources Corp., and is involved in gather-
ing, compressing, treating, processing and
selling natural gas and storing, fractionat-
ing, treating, transporting and selling natu-

With shipping costs on the rise it only makes sense to match your time requirements ral gas liquids and NGL products. The part-
nership owns an extensive network of inte-
to the mode. Lynden’s exclusive Dynamic Routing®™ makes it easy to change routing grated gathering pipelines and gas process-
ing plants and currently operates along the
: F ; : Louisiana Gulf Coast and in the Permian

between modes to meet your delivery requirements. If your vendor is behind and Fort Worth basins.
. . . Additionally, the partnership has NGL
schedule we can make up time and keep your business running smoothly. If your logistics and marketing assets located pri-
marily at Mont Belvieu and Galena Park
vendor is early we can save you money and hassle by slowing down the delivery to near Houston, as well as in Lake Charles,

La. It also has terminals and transportation
assets in Texas, Louisiana, the upper
Midwest and eastern U.S., and a few as far
. . west as Arizona, California and Washington
Routing®™ plan to meet your supply chain needs. state.

Prior to the Saddle Butte assets acquisi-
tion, Targa Resource Partners did not have
assets in the Williston Basin.

—MIKE ELLERD
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