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Fiord West well hits 12,000 bpd;
Exit from ANWR 1002 Area political

CONOCOPHILLIPS ALASKA Inc.’s Fiord
West Kuparuk well CD2-310 has been “flow-
ing steady” at 11,500 barrels of oil per day,
CPAI’s media director told Petroleum News
June 1.

“The well choke is now fully open. A high
rate was reached on May 25 of 12 MBOPD,”
Rebecca Boys said in an email.

On May 18, CPAI achieved first oil at the
North Slope Fiord West Kuparuk satellite, which is in the Alplne
field of the Colville River unit. The well, CD2-310, was a
record-setting horizontal well drilled into the Kuparuk by Doyon
Rig 26, an extended reach drilling rig nicknamed the “Beast”

see INSIDER page 7

AltaGas sells Enstar to another
Canadian utility, TriSummit

AltaGas Ltd. has sold its Alaska utili-
ties to TriSummit Utilities Inc., the com-
panies said May 26. The Alaska assets
include 100% interest in Enstar Natural
Gas and the Alaska Pipeline Co. and its
65% indirect interest in Cook Inlet

Natural Gas Storage Alaska. AltaGas said L ™

Enstar and CINGSA “will continue to l - .
operate as standalone utilities and remain ;
headquartered in. Alasl.<a” wi.th Enstar JARED GREEN
employees becoming TriSummit employ-

ees on closing of the sale.

Enstar has some 150,000 customers.
TriSummit said the purchase is the company’s first move into

see ENSTAR SALE page 10

Prudhoe owners looking to sell
propane, cite changes since 2012

In 2012, in response to a 2011 request
to consider whether there was waste at
Prudhoe Bay because propane was not
being produced for sale, the Alaska Oil
and Gas Conservation Commission held
a hearing. In the order it issued in August
2012, Other Order No. 075, AOGCC
concluded that propane was not being
wasted. It said the sale of a barrel of oil
equivalent of propane would result in a yapoLD HEINZE
net loss of 0.93 BOE of oil and recap-
tured miscible injectant. It found “clear and substantial benefits

see PROPANE SALES page 10

AIDEA applies for Corps permit to
build West Susitna Access Road

The Alaska Industrial Development and Export Authority has
applied to the U.S. Army Corps of Engineers for a 404 permit for
the construction of a proposed West Susitna Access Road.

The proposed 100-mile road would follow a route northwest
from Big Lake along the east side of Mount Susitna to a termi-
nation point not far south of Rainy Pass in the Alaska Range.

The road would provide access to natural resources on the
west side of the Susitna Valley.

A 404 permit is needed for the discharge of dredged or fill
materials into waters of the United States during a construction
project.

see SUSITNA ACCESS page 10
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Tidal power leads

Hilcorp Alaska’s Luke Saugier advocates for multiple sources of energy

By KAY CASHMAN

Petroleum News

In the last two months Hilcorp repre-
sentatives have made three significant
and related pronouncements to Alaskans,
the most recent from Luke Saugier,
Hilcorp’s top executive in Alaska, in his
comments at the Governor’s Alaska

Sustainability Conference in Anchorage |yke SAUGIER

on May 25.
The three related declarations were as follows:

e In an April 12 stakeholders’ meeting with
Railbelt utilities Hilcorp’s rep warned that while
Hilcorp had sufficient natural gas for their existing
fuels contracts, they did not have firm natural gas

supplies  available beyond that.
Additionally, any future contracts would
be dependent on current drilling pro-
grams to secure additional reserves. The
first  contract (Homer  Electric
Association) would terminate at the end
of first quarter 2024, while others were in
| place until as late as 2033. Since natural
il gas is the only fuel used by Southcentral
Alaska utilities and Hilcorp-operated
Cook Inlet basin fields supply approxi-
mately 90% of that gas, the message was clear: the
utilities had to begin searching for other sources of

natural gas and/or other sources of energy.
» The second public pronouncement came on

see HILCORP UPDATES page 11

A transmission upgrade

AEA, Railbelt utilities to modernize, boost capacity of Kenai Peninsula system

By ALAN BAILEY

for Petroleum News

The Alaska Energy Authority and the Railbelt
electric utilities plan major upgrades to the elec-
tricity transmission system on the Kenai Peninsula at
a cost in excess of $200 million, AEA announced on
May 25.

The upgrades will modernize the system, reducing
line losses and increasing the capacity of the system
to carry power.

A primary purpose is to improve the delivery of
power from the Bradley Lake Hydroelectric Project
in the southern Kenai Peninsula— Bradley Lake pro-
duces the cheapest available power on the intercon-

FINANCE & ECONOMY

The planned work also involves a study
into the possibility of constructing a
second transmission path for shipping
electricity between the Kenai Peninsula
and Southcentral Alaska.

nected Railbelt electrical system that extends from the
southern Kenai Peninsula, north to Fairbanks in the
Interior.

The planned projects include upgrades to the
transmission lines between Bradley and Soldotna,
Soldotna and Sterling, and Sterling and Quartz Creek.

see KENAI UPGRADES page 9

OPEC minus Russia?

Members mull dropping Russia from OPEC+, Permian output to surpass Iraq

By STEVE SUTHERLIN

Petroleum News

A laska North Slope and Brent crudes closed

bove $120 per barrel to end the Month of
May as the European Union reached agreement
May 30 on a plan to phase out purchases of most
Russian oil by the end of the year.

Some members of the Organization of the Oil
Exporting Countries are considering suspending
Russia’s participation in the OPEC+ oil-produc-
tion deal as Western sanctions and an EU
boycott threaten Moscow’s ability to pump more,
the Wall Street Journal reported May 31, citing
unnamed OPEC delegates.

Excluding Russia from the oil production

increase quotas reportedly would allow other pro-
ducers such as Saudi Arabia and the United Arab
Emirates to boost their output to compensate.

Brent leapt $3.41 May 31 to close at $122.84,
while ANS fell 11 cents to $120.62, and West
Texas Intermediate fell 40 cents to close at
$114.67.

Brent plummeted $6.55 to close at $116.29 June
1 as the Financial Times reported that Saudi Arabia
stands ready to pump more oil if Russian output
sinks under the EU ban. ANS fell $1.19 on the day
to close at $119.43, while WTI gained 59 cents to
close at $115.26.

Citing sources, the Financial Times reported
Saudi Arabia concedes the risk of a supply shortage

see OIL PRICES page 12
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Electric utility sustainability must balance

Reliability and affordability also in mix; the challenge is there is hardly any technology that’s 24-7, carbon-free and affordable

By ALLEN BAKER

For Petroleum News

Electric utilities are making progress on reducing green-
house gas emissions, but progress on renewables needs
to be balanced against other needs for their customers,
Heather Grahame told the Governor's Alaska Sustainability
Energy Conference in Anchorage on May 25.

“There are three primary issues that define and guide
how we invest in generation: The first factor is reliability.
The second factor is affordability. And the third factor is
sustainability,” said Grahame of NorthWestern Energy,
which supplies power to about 750,000 customers in
Montana, Nebraska and South Dakota.

The challenge for utilities in moving toward a carbon-
free future, she told the conference, is that currently
“there is hardly any technology that is 24-7, and carbon-
free, and affordable.”

A utility simply has to provide its product all of the
time. It's crucial to modern life and health.

“The core obligation of any utility is to provide ener-
gy to our customers 24-7. Energy is the foundation of
everything. Without energy we don’t have light. Without

content

ON THE COVER

energy we don’t have heat. We
don’t have cooling. We don’t have
computers that work. We don’t
have ventilators in hospitals. And |
so it is our core obligation to make |
sure that when people turn on the
lights, they have the energy that
they need,” she said.

Responsibility to customers

Power companies need to be
careful about costs. A public utility serves everyone, so it
has a responsibility not to raise prices so high that con-
sumers can't afford the power they need.

“Montana is a poor state. Twenty-five percent of our
customers are eligible for low-income energy assistance
and probably half of those live below the poverty line.
Our rates in Montana’s are below the national average —
the average electric bill in the Lower 48 is $108 a month.
Ours is $92,” said Grahame. That still can be a big slice
of the monthly expense for a rural household.

Providing power, especially in such a vast geographi-
cal area, means dealing with the peaks and valleys of

HEATHER GRAHAME
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6 Hilcorp installs Cannery Loop compressor
6  US drilling rig count drops by 1 to 727

The challenge for utilities in moving toward a
carbon-free future, she told the conference, is
that currently “there is hardly any technology
that is 24-7, and carbon-free, and affordable.”

demand. Most people turning on a dishwasher aren't real-
ly aware of that, and it's arguably the biggest challenge
for those companies.

Expensive purchased power

Buying outside power during peak demand periods
can be very expensive, she related.

“At NorthWestern, we have plenty of energy on an
average day to provide energy to our customers,” she
told the conference. “But during times of sustained cold
or sustained heat, we don’t have the generation our-
selves. We are reliant on the market (other companies)
for 40 to 50 percent of our energy.

“If the energy were there at a reasonable price, that

see ENERGY CONFERENCE page 6
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Alaska-Mackenzie Rig Report

Rig Owner/Rig Type Rig No. Rig Location/Activity Operator or Status

Alaska Rig Status

North Slope - Onshore

All American Oilfield LLC

IDECO H-37 AAO 111 Deadhorse, Stacked in Cruz Yard Available
Doyon Drilling
Dreco 1250 UE 14 (SCR/TD) Milne Point, MPU M-27 Mobilization ~ Hilcorp Alaska LLC
Dreco 1000 UE 16 (SCR/TD) Standby
Dreco D2000 Uebd 19 (SCR/TD) Kuparuk, Start Up ConocoPhillips
AC Mobile 25 Alpine, MT7-02 ConocoPhillips
OIME 2000 141 (SCR/TD) Standby

142 (SCR/TD) Alpine, CD4-597 Maintenance ConocoPhillips
TSM 700 Arctic Fox #1 Standby
ERD 26 Alpine, CD2-361 Maintenance ConocoPhillips

Hilcorp Alaska LLC
Rotary Drilling Innovation Milne Point, S Pad Hilcorp Alaska LLC

Nabors Alaska Drilling

AC Coil Hybrid CDR-2 (CTD) Prudhoe Bay Hilcorp Alaska LLC
AC Coil CDR-3 (CTD) Kuparuk ConocoPhillips
Ideco 900 3 (SCR/TD) Deadhorse, Stacked Available
Dreco 1000 UE 7-ES (SCR-TD)  Kuparuk ConocoPhillips
Mid-Continental U36A 3-S Stacked Available
Oilwell 700 E 4-ES (SCR) Stacked Available
Dreco 1000 UE 9-ES (SCR/TD)  Stacked Available
Oilwell 2000 Hercules 14-E (SCR) Deadhorse Available
Oilwell 2000 Hercules 16-E (SCR/TD)  Stacked Brooks Range Petroleum
Emsco Electro-hoist

Oilwell 2000 Canrig 1050E 27-E (SCR-TD)  Stacked Available
Oilwell 2000 33-E Deadhorse Available
Academy AC Electric CANRIG  99AC (AC-TD)  Stacked Available
OIME 2000 245-E (SCR-ACTD) 12 Acre Pad, stacked Available
Academy AC electric CANRIG  105AC (AC-TD) Alkaid 2 Greatbear/Pantheon
Academy AC electric Heli-Rig  106AC (AC-TD) Stacked Available
Nordic Calista Services

Superior 700 UE 1 (SCR/CTD) Deadhorse Available
Superior 700 UE 2 (SCR/CTD/TD) Deadhorse Available
|deco 900 3 (SCR/TD) Deadhorse ASRC
Rig Master 1500AC 4 (AC/TD) Oliktok Point ENI

Parker Drilling Arctic Operating LLC

NOV ADS-10SD 272 Deadhorse, Stacked Available

NOV ADS-10SD 273 Deadhorse, Stacked Available
North Slope - Offshore

Doyon Drilling
Sky top Brewster NE-12 15 (SCR/TD) Spy Island SP40-E4 ENI

Nabors Alaska Drilling
OIME 1000 19AC (AC-TD)  Oooguruk ENI

Cook Inlet Basin — Onshore

BlueCrest Alaska Operating LLC

Land Rig BlueCrest Rig #1 Stacked BlueCrest Alaska Operating LLC
Glacier Oil & Gas Rig 37 West McArthur River Unit Workover Glacier Oil & Gas
Hilcorp Alaska LLC

TSM-850 147 Stacked Hilcorp Alaska LLC
TSM-850 169 Seaview Hilcorp Alaska LLC

Cook Inlet Basin — Offshore

Hilcorp Alaska LLC

National 110 C(TD) Platform C, Stacked Hilcorp Alaska LLC
Rig 51 Steelhead Platform, Stacked Hilcorp Alaska LLC
Rig 56 Monopod A-13, stacked Hilcorp Alaska LLC

Nordic Calista Services

Land Rig 36 (TD) Kenai, stacked Available

Spartan Drilling

Baker Marine ILC-Skidoff, jack-up Spartan 151, Tyonek Platform Hilcorp Alaska LLC

Furie Operating Alaska

Randolf Yost jack-up Nikiski, OSK dock Available

Glacier Oil & Gas
National 1320 35 Osprey Platform, activated Glacier Oil & Gas

Mackenzie Rig Status

Canadian Beaufort Sea

SDC Drilling Inc.
SDC Mobile Offshore Drilling Unit Rig #2 Set down at Roland Bay Available

The Alaska-Mackenzie Rig Report as of June 1, 2022.
Active drilling companies only listed.

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

This rig report was prepared by Marti Reeve

L\

Baker Hughes North America rotary rig counts*

May 27 May 20 Year Ago
United States 727 728 457
Canada 103 88 62
Gulf of Mexico 15 17 14
Highest/Lowest
US/Highest 4530 December 1981
US/Lowest 244 August 2020

*Issued by Baker Hughes since 1944

The Alaska-Mackenzie Rig Report
is sponsored by:

ARMSTRONG

JUDY PATRICK
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North Slope April production up marginally

ANS averaged 490,742 bpd; Greater Mooses Tooth up 17,480 bpd from March; Cook Inlet up 5.5%; gain led by Beaver Creek, up 70.7%

Cook Inlet natural gas holds steady

Cook Inlet natural gas production averaged 205,786 thousand cubic feet per
day in April, up just 236 mcf, 0.1%, from a March average of 205,550 mcf per
day but down 6.9% from an April 2021 average of 220,959 mcf per day.

This data is from the Alaska Oil and Gas Conservation Commission, which
reports production on a month-delay basis. For natural gas AOGCC reports meas-
urements in thousands of cubic feet, mcf.

Cook Inlet’s largest gas fields — those producing 5% or more of the total —
accounted for 83.2% of production in April.

Hilcorp’s Ninilchik field had the highest average production in April, 32,528
mcf per day, 15.8% of inlet production, down 1,529 mcf per day, 4.5%, from a
March average of 34,057 mcf per day and up 13.5% from an April 2021 average
of 28,658 mcf per day.

The Hilcorp-operated Beluga River field averaged 32,226 mcf per day in April,
15.7% of inlet production, up 1,196 mcf per day, 3.9%, from a March average of
31,030 mcf per day and up 53.6% from an April 2021 average of 20,980 mcf per
day.

Hilcorp’s North Cook Inlet averaged 28,360 mcf per day in April, 13.8% of
inlet production, down 2,054 mcf per day, 6.8%, from a March average of 30,413
mcf per day and up 103.6% from an April 2021 average of 13,933 mcf per day.

Hilcorp’s Kenai field averaged 25,887 mcf per day, 12.6% of inlet production,

see INLET GAS page 5
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By KRISTEN NELSON

Petroleum News

Alaska North Slope production aver-
aged 490,741 barrels per day in
April, up marginally — 0.1%, 473 bpd —
from a March average of 490,268 bpd,
also up marginally, 0.04%, from an April
2021 average of 490,525 bpd.

The month-over-month increase came
from crude, 88% of ANS production in
April, which averaged 431,681 bpd, up
0.4%, 1,498 bpd, from a March average of
430,183, but down 1.3% from an April
2021 average of 437,136 bpd. Natural gas
liquids, 12% of ANS production in April,
averaged 59,061 bpd, down 1,025 bpd,
1.7%, from a March average of 60,086,
although up 10.6% from an April 2021
average of 53,389 bpd.

Production data come from the Alaska
Oil and Gas Conservation Commission
which reports production by field and well
on a month delay basis.

Greater Mooses Tooth

The largest =~ month-over-month
increase, a gain of 27.2%, 3,733 bpd, came
from ConocoPhillips Alaska’s Greater
Mooses Tooth in the National Petroleum
Reserve-Alaska, which averaged 17,480
bpd in April, up from a March average of
13,748 bpd and up 570.8% from an April
2021 average of 2,606 bpd.

The big difference at Greater Mooses
Tooth is GMT2, the pad at the Rendezvous
pool, where sustained production began
Dec. 12. GMT2 averaged 16,367 bpd,
94% of GMT production, in April, com-
pared to GMT1, the Lookout pool, which
averaged 1,113 bpd, 6%.

Other month-over-month increases

Eni’s Nikaitchuq averaged 18,034 bpd
in April, up 324 bpd, 1.8%, from a March
average of 17,710 bpd and up 12.6% from
an April 2021 average of 16,021 bpd.

The Hilcorp Alaska-operated Endicott
field averaged 7,074 bpd in April, up
4.4%, 301 bpd, from a March average of
6,774 bpd and up 7.1% from an April 2021
average of 6,606 bpd. Crude accounted for
84.2% of Endicott production in April,
5,958 bpd, up 237 bpd, 4.2%, from a
March average of 5,721 and up 2.3% from
an April 2021 average of 5,826 bpd.
Endicott NGLs averaged 1,116 bpd in
April, 15.8% of the field’s production, up
63 bpd, 6%, from a March average of
1,053 bpd and up 43% from an April 2021

The big difference at Greater
Mooses Tooth is GMT2, the pad at
the Rendezvous pool, where
sustained production began Dec. 12.

average of 780 bpd.

ConocoPhillips’ Colville River aver-
aged 32,092 bpd in April, up 295 bpd,
0.9%, from a March average of 31,797
bpd and down 30.3% from an April 2021
average of 46,032 bpd. In addition to oil
from the main Alpine pool, Colville pro-
duction includes production from the
Nanuq and Qannik oil pools.

Hilcorp  Alaska-operated  Point
Thomson averaged 9,121 bpd in April, up
162 bpd, 1.8%, from a March average of
8,960 bpd and up 14.5% from an April
2021 average of 7,970 bpd.

Month-over-month declines

The ConocoPhillips-operated Kuparuk
River field averaged 82,090 bpd in April,
down 2,328 bpd, 2.8%, from a March
average of 84,418 bpd and down 10.5%
from an April 2021 average of 91,690 bpd.

In addition to the main Kuparuk pool,
Kuparuk produces from satellites at
Meltwater, Tabasco and Tarn, and from
West Sak.

Hilcorp North Slope-operated Prudhoe
Bay averaged 274,574 bpd in April, down
780 bpd, 0.3%, from a March average of
275,353 bpd but up 2.3% from an April
2021 average of 268,538 bpd. Prudhoe
crude averaged 220,075 bpd in April,
80.2% of the field’s production, up 251
bpd, 0.1%, from a March average of
219,824 bpd and up 0.2% from an April
2021 average of 219,683 bpd. Prudhoe
NGLs, 19.9% of the field’s April produc-
tion, averaged 54,498 bpd, down 1,031
bpd, 1.9%, from a March average of
55,529 bpd but up 11.6% from an April
2021 average of 48,856 bpd.

In addition to the primary reservoir,
production volumes from Prudhoe include
Aurora, Borealis, Lisburne, Midnight Sun,
Niakuk, Polaris, Point Mclntyre, Put
River, Raven and Schrader Bluff.

Eni’s Oooguruk averaged 5,000 bpd in
April, down 498 bpd, 9.1%, from a March
average of 5,498 bpd and down 17% from
an April 2021 average of 6,026 bpd.

Hilcorp Alaska’s Milne Point averaged
36,529 bpd in April, down 480 bpd, 1.3%,

see ANS OUTPUT page 5
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ANS OUTPUT

from a March average of 37,009 bpd but up 5.3% from an
April 2021 average of 34,696 bpd.

Hilcorp Alaska’s Northstar averaged 7,760 bpd in April,
down 205 bpd, 2.6%, from a March average of 7,965 bpd
and down 14.1% from an April 2021 average of 9,032 bpd.
Northstar crude averaged 4,313 bpd in April, 55.6% of the
field’s volume, down 148 bpd, 3.3%, from a March aver-
age of 4,461 bpd and down 18.3% from an April 2021
average of 5,279 bpd. Northstar NGLs averaged 3,347 bpd
in April, 44.4% of the field’s production, down 58 bpd,
1.7%, from a March average of 3,504 bpd and down 8.2%
from an April 2021 average of 3,753 bpd.

April production from Savant Alaska’s Badami, aver-
aged 986 bpd, down 51 bpd, 4.9%, from a March average
of 1,037 bpd and down 24.6% from an April 2021 average
of 1,307 bpd. Savant is a Glacier Oil and Gas company.

Cook Inlet averaged 9,997 bpd

Production from Cook Inlet averaged 9,977 bpd in
April, up 518 bpd, 5.5%, from a March average of 9,459
bpd and up 7% from an April 2021 average of 9,321 bpd.
Cook Inlet production is 98.6% crude, with just 138 bpd
of NGLs, all from the Swanson River field.

The largest month-over-month production increase in
the basin was at Hilcorp’s Beaver Creek, which averaged
891 bpd in April, up 369 bpd, 70.7%, from a March aver-
age of 522 bpd and up 314.5% from an April 2021 aver-
age of 215 bpd.

Cook Inlet Energy’s Redoubt Shoal averaged 1,132
bpd in April, up 127 bpd, 12.7%, from a March average of
1,005 bpd. The field was not in production in April 2021.
CIE is a Glacier Oil and Gas company.

Hilcorp’s Swanson River averaged 867 bpd in April
(combined crude and NGLs), up 125 bpd, 16.8%, from a
March average of 742 bpd and down 11.4% from an April
2021 average of 979 bpd.

Hilcorp’s McArthur River averaged 2,870 bpd in

April, up 49 bpd, 1.7%, from a March average of 2,821
bpd and down 16.5% from an April 2021 average of 3,435
bpd.

Hilcorp’s Trading Bay averaged 858 bpd in both April
and March but was down 20.5% from an April 2021 aver-
age of 1,078 bpd.

CIE’s West McArthur River averaged 175 bpd in April,
down 71 bpd, 28.8%, from a March average of 246 bpd.
The field was not in production last April.

Hilcorp’s Granite Point averaged 2,423 bpd in April,
down 48 bpd, 1.9%, from a March average of 2,471 bpd
and down 10.5% from an April 2021 average of 2,709
bpd.

BlueCrest’s Hansen field averaged 760 bpd in April,
down 33 bpd, 4.1%, from a March average of 793 bpd and
down 19.4% from an April 2021 average of 944 bpd.

ANS crude oil production peaked in 1988 at 2.1 mil-
lion bpd; Cook Inlet crude oil production peaked in 1970
at more than 227,000 bpd. @

Contact Kristen Nelson

at knelson@petroleumnews.com

continued from page 4
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down 467 mcf per day, 1.8%, from a
March average of 26,354 mcf per day and
down 46% from an April 2021 average of
47,954 mcf per day.

Hilcorp’s McArthur River averaged
18,577 mcf per day in April, 9% of inlet
production, up 73 mcf per day, 0.4%,
from a March average of 18,503 mcf per
day and down 29.6% from an April 2021
average of 26,380 mcf per day.

Hilcorp’s Swanson River averaged
11,561 mcf per day, 5.6% of inlet produc-
tion, down 1,979 mcf per day, 14.6%,
from a March average of 13,540 mcf per
day and down 14.6% from an April 2021
average of 18,963 mcf per day.

Furie’s Kitchen Lights averaged
11,500 mcf per day, 5.6% of inlet produc-
tion, down 555 mcf per day, 4.6%, from a
March average of 12,056 mcf per day and
down 26.4% from an April 2021 average
of 15,421 mcf per day.

Hilcorp’s Beaver Creek averaged
10,586 mcf per day, 5.1% of inlet produc-
tion, up 3,274 mcf per day, 44.8%, from a
March average of 7,312 mcf per day and
down 5.2% from an April 2021 average of
11,164 mcf per day.

Fifteen smaller fields accounted for a
combined 16.8% of inlet production.

Hilcorp’s Ivan River averaged 9,455
mcf per day, up 673 mcf per day, 7.7%,
from a March average of 8,783 mcf per
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day but down 9.6% from an April 2021
average of 10,455 mcf per day.

Hilcorp’s Cannery Loop averaged
7,006 mcf per day, up 1,953 mcf per day,
38.7%, from a March average of 5,053
mcf per day and up 42.3% from an April
2021 average of 4,923 mcf per day.

AIX’s Kenai Loop averaged 3,665 mcf
per day in April, down 105 mcf per day,
2.8%, from a March average of 3,769 mcf
per day and down 24.2% from an April
2021 average of 4,834 mcf per day.

Hilcorp’s Granite Point averaged
3,498 mcf per day in April, down 16 mcf
per day, 0.4%, from a March average of
3,513 and down 4% from an April 2021
average of 3,644 mcf per day.

Hilcorp’s Deep Creek averaged 3,168
mcf per day in April, up 30 mcf per day,
1%, from a March average of 3,137 mecf
per day but down 26.7% from an April
2021 average of 4,322 mcf per day.

Vision Operating’s North Fork aver-
aged 3,167 mcf per day in April, down 18
mcf per day, 0.6%, from a March average
of 3,186 mcf per day but up 2.9% from an
April 2021 average of 3,077 mcf per day.

BlueCrest’s Hansen field averaged
1,564 mcf per day in April, down 151 mef
per day, 8.8%, from a March average of
1,715 mcf per day and down 38.8% from
an April 2021 average of 2,554 mcf per
day.

Hilcorp’s Trading Bay averaged 1,224
mcf per day in April, down 210 mcf per
day, 14.6%, from a March average of
1,434 mcf per day and down 41.4% from

an April 2021 average of 2,088 mcf per
day.

Hilcorp’s Lewis River averaged 795
mcf per day in April, down 26 mcf per
day, 3.2%, from a March average of 821
mcf per day and down 28.4% from an
April 2021 average of 1,111 mcf per day.

Amaroq’s Nicolai Creek averaged 364
mcf per day in April, up 361 mcf per day,
12,023.3%, from a March average of 3
mcf per day and up 2.6% from an April
2021 average of 355 mcf per day.

Hilcorp’s Seaview averaged 275 mcf
per day in April, down 22 mcf, 7.4%,
from a March average of 298 mcf per day.
The field was not yet in production in
April 2021.

Cook Inlet Energy’s Redoubt Shoal
averaged 225 mcf per day in April, down
8 mcf per day, 3.5%, from a March aver-
age of 233 mcf per day. Redoubt Shoal

was not in production last April. CIE is a
Glacier Oil and Gas company.

Hilcorp’s Nikolaevsk averaged 117
mcf per day in April, down 167 mcf per
day, 58.8%, from a March average of 284
mcf per day and down 19% from an April
2021 average of 145 mcf per day.

CIE’s West McArthur River averaged
37 mcf per day in April, down 18 mcf per
day, 33.3%, from a March average of 55
mcf per day. The field was not in produc-
tion last April. CIE is a Glacier Oil and
Gas company.

Cook Inlet natural gas production
peaked in the mid-1990s at more than
850,000 mcf per day.

—KRISTEN NELSON

Contact Kristen Nelson
at knelson@petroleumnews.com
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Hilcorp installs Cannery Loop compressor

Hilcorp Alaska has received approval from the Alaska Department of Natural
Resources’ Division of Oil and Gas to install a compressor on Pad 3 at the com-
pany’s Cannery Loop unit on the Kenai Peninsula.

The division approved the amendment of the plan of operations for Cannery
Loop May 25. An additional sales compressor at Pad 3 was included in the com-
pany’s 2021 plan of development, which runs through July 31, 2022. The com-
pressor was planned to be installed in the second quarter to increase throughput.

Cannery Loop is one of Hilcorp’s smaller gas fields, averaging 7,006 thousand
cubic feet per day in April, the latest month for which the Alaska Oil and Gas
Conservation Commission has posted data. Hilcorp has been increasing produc-
tion from the field, with April production up 38.7% from March and April 2022
production up 42.3% from April 2021.

Work included in the compressor install includes:

*Constructing a foundation for the compressor skid.

eInstalling the compressor skid.

*Trenching for tie-in infrastructure.

eInstalling tie-in infrastructure and connection to existing infrastructure.

The division is requiring a certified as-built survey of the activity within one
year of placement.

—KRISTEN NELSON

US drilling rig count drops by 1 to 727

The Baker Hughes’ U.S. rotary drilling rig count was 727 on May 27, down by one
rig from the previous week and up by 270 from 457 a year ago.

When the count dropped to 244 in mid-August 2020 it was the lowest the domestic
rotary rig count has been since the Houston based oilfield services company began issu-
ing weekly U.S. numbers in 1944.

Prior to 2020, the low was 404 rigs in May 2016. The count peaked at 4,530 in 198]1.

The count was in the low 790s at the beginning of 2020, where it remained through
mid-March, when it began to fall, dropping below what had been the historic low in
early May with a count of 374 and continuing to drop through the third week of August
2020 when it gained back 10 rigs.

The May 27 count includes 574 rigs target-
ing oil, down by two from the previous week
and up 215 from 359 a year ago, with 151 rigs
ta.rgeting natural gas, up by one from the pre- previous week and up by four
vious week and up 53 from 98 a year ago, and
two miscellaneous rigs, unchanged from the from a year ago, when the
previous week and unchanged from a year State’s rig count sto od at four.
ago.

Thirty-six of the rigs reported May 27 were
drilling directional wells, 666 were drilling horizontal wells and 25 were drilling verti-
cal wells.

Baker Hughes shows Alaska
with eight rotary rigs active
May 27, unchanged from the

Alaska rig count unchanged

Oklahoma (59) and Texas (358) were each up by a single rig from the previous
week.

Louisiana (61) was down three rigs.

Rig counts in all other states were unchanged week over week: Alaska (8),
California (7), Colorado (16), New Mexico (98), North Dakota (36), Ohio (12),
Pennsylvania (25), Utah (13), West Virginia (14) and Wyoming (16).

Baker Hughes shows Alaska with eight rotary rigs active May 27, unchanged from
the previous week and up by four from a year ago, when the state’s rig count stood at
four. Seven of the rigs in Alaska were onshore, one was offshore — also unchanged
week over week.

The rig count in the Permian, the most active basin in the country, was down by one
from the previous week at 342 and up by 109 from 233 a year ago.

—KRISTEN NELSON
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ENERGY CONFERENCE

would be one thing. But it’s not. Many
utilities in the Lower 48 have the same
problem,” Grahame said.

Hydroelectric generating capacity in
the West has been reduced by the cur-
rent drought conditions, which have
lowered reservoirs so they can't provide
as much peak power as they did in wet-
ter years. Coal plants have been shut
down to reduce emissions. The margin
is thinner.

“My personal view is that if there
are long periods of very hot days this
summer, we’re all going to see
brownouts,” she said "‘because the
energy simply isn’t there and it’s due to
the shutdown of coal plants, and it’s
due to the fact that it is very difficult to
build new gas plants or even to expand
the capabilities for capacity of existing
gas plants. So that’s the reality and
that’s what reliability looks like to me
right now.”

New peak capacity coming

NorthWestern is working on two
new gas fired generating facilities to
provide peak power.

One of them, in Yellowstone
County, would provide 175 megawatts
of peak generation. Work started on that
last month, but the planned completion
in late 2023 could be delayed due to a
lawsuit by environmental groups chal-
lenging its air quality permit.

The company has nearly finished a
58 MW natural gas plant in Huron, S.D,
with total construction costs of about
$86 million. That should go online
soon.

In addition, NorthWestern is plan-
ning a battery storage facility of 50
megawatts, but that's in early stages.

Overall, Lower 48 utilities provide
about 40 percent “carbon-free™ elec-
tricity from hydro, wind, solar and
nuclear generation, so 60 percent is
produced by burning fossil fuels, she
noted.

The electricity generating segment
produces 25 percent of the nation's
emissions of greenhouse gases, with 27
percent coming from transportation, 24
percent from industry, 13 percent com-
mercial and residential, and 11 percent
from agriculture, according to the U.S.
Environmental Protection
Administration.

Careful innovation

NorthWestern has been a leader in
reducing emissions, she said, and in

Montana the company was approaching
70 percent of its power generation from
sources that don't produce greenhouse
gases. The company has a commitment
to be a net zero emitter by 2050.

The company is moving ahead
toward that goal, but not with cutting
edge way-out experimental projects.

“We’re not going to make big bets
on untested technology because that’s
not what our customers want us to do
and not what our sharcholders and
stakeholders want us to do,” she said.
“At the same time, we're not waiting for
technology to develop the ultimate
solution.

“We are making small bets. We
engage in pilot projects. So, for exam-
ple, five years ago we got together with
the City of Bozeman and we instituted
a solar project and right now I think we
power 50 or 60 homes in Bozeman with
solar.

“More recently, we have been exper-
imenting with different kinds of batter-
ies and employing them in conjunction
with solar or a number of other sources
to see how we can improve rural relia-
bility,” she said.

Montana has harsh winters, so “one
of the kinds of batteries we’re experi-
menting with is called a super capaci-
tor. And it appears to have much greater
capability to withstand very cold tem-
peratures and so we have deployed
super capacitors in Yellowstone
National Park, which has very cold
temperatures, similar to Alaska, and the
batteries seem to be doing extremely
well,” she reported.

Rural solar projects

“We’re deploying different network
technologies, a number of different
designs in our rural areas to the point
where we are now planning next year
on setting up 50 or 60 communities in
Montana with a combination of battery
and solar or just battery. That's going to
save our customers a lot of money, and
especially when partnered with solar
it’s going to further our sustainability.”

Grahame is General Counsel and
Vice President of Regulatory and
Federal Government Affairs for
NorthWestern Corp., which does busi-
ness as NorthWestern Energy and has
its headquarters in Sioux Falls, S.D.
The company had revenues of just
under $400 million in the first quarter
of this year. Net income was $59 for the
quarter. The company trades on the
NASDAQ. @

Contact Allen Baker through
publisher@petroleumnews.com
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INSIDER

because of its immense size.

On May 20 CPALI said the well’s
flowrate was “being progressively
increased and is currently producing close
to 10,000 barrels of oil per day, exceeding
expectations.”

Initially, CPAI hoped to produce some
20,000 barrels of oil per day from the satel-
lite, but that was from several wells.

The company said the well will be “pre-
produced for 5-6 months prior to being
converted to permanent injection service.”
(CD2-310 was initially planned to be a
development well, but its status was later
changed by CPAI to that of an injector.)

The largest mobile land rig in North
America, Doyon Rig 26 drilled CD2-310 to
a total measured depth of 35,526 feet on
April 11, making it the longest North
American land based well.

Doyon Rig 26 is a technologically
advanced rig, capable of drilling in excess
of 40,000 feet, which substantially extends
the reach from a single pad.

That means the rig will be able to devel-
op 154 square miles of reservoir from a 14-
acre drilling pad versus 55 square miles
using today’s conventional rigs. CD2-310
was the first well drilled by the rig.

The Fiord West Kuparuk development
“opens a new era we call ‘growth without
gravel’ where we can use extended reach
technology to access 60% more acreage
from a single pad, dramatically reducing
our footprint and enabling us to safely pro-
duce from environmentally sensitive areas,”
CPAI President Erec Isaacson said May 20.

Technology has been at the heart of
CPAI’s greening of its oil fields on the
North Slope.

Exits from ANWR not
sign of disinterest

IN LATE 2021 LEASE operator Chevron
and 50% partner Hilcorp relinquished their
mid-1980s 92,000-acre lease on Native
acreage in the (structural) eastern region of
the ANWR 1002 Area.

And more recently Regenerate Alaska, a
subsidiary of 88 Energy, asked the Biden
administration to cancel their U.S. Bureau
of Land Management leases issued by the
Trump administration on Jan. 20,, 2021 in
the (stratigraphic) western region of the
1002 Area, as well as to refund their bonus
bid and first year rental fees, which was
done by the National Resources Revenue
office.

The Biden administration suspended oil
and gas leases in the ANWR 1002 Area on
June 1, 2021.

When Congress created the 19 million
acre Arctic National Wildlife Refuge in
1980, it set aside 1.57 million acres of
coastal plain for resource development,
known as Area 1002, after a section of the
law.

To date, only one well has been drilled
in the 1002 Area. Chevron and BP part-
nered in the mid-1980s on the 15,193-foot
KIC No. 1 well, drilling the $40 million
well over two winter seasons on their
92,000-acre lease. Arctic Slope Regional
Corp. owns subsurface rights at the lease
and local village corporation Kaktovik
Inupiat Corp. owns surface rights. The KIC
well was named after the village corpora-
tion.

In the three decades since, the KIC No.
1 well has become mythic for its secrecy.
Only select people at Chevron, BP and
ASRC, as well as a few State of Alaska
geoscientists, are believed to have seen the
well results.

But the companies defended the well’s
confidentiality in court and hung onto their
lease for nearly 40 years.

And those few people who are known to
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have seen the KIC well’s results and have
spoken out publicly, have all supported
opening the 1002 Area to exploration
drilling.

When the two companies renewed the
KIC No. I lease in 1999, then-Exploration
Vice President for BP Exploration Alaska
Neil Ritson said in a press release, “ANWR
offers the greatest potential for a world-
class oil discovery on the North Slope.
Quoted in the same release, then-
Exploration Manager for Chevron Dave
Birsa said what state geoscientists have
continued to echo: “The ANWR coastal
plain ... is on trend with the prolific oil
fields of the central North Slope and has

Doyon Rig 26, also known as the “Beast” at Fiord West Kuparuk satellite.

significant geological potential.”

Ken Boyd, a former director of Alaska’s
Division of Oil and Gas and known to have
been privy to the KIC well results, as well
as a member of the industry team that
designed the only seismic program shot in
the 1002 area (winter 1983-84), won’t talk
about the results, but a few years later he
did talk about what he called “common
sense” trendology.

“Trendology clearly shows that the
Barrow Arch is pointing right at ANWR.
... And, if it is, just on the basis of this
trend, you’d have to be nuts to look at that
and say the oil must stop right here, on the
edge of ANWR,” Boyd said.

CONOCOPHILLIPS ALASKA INC.

“The Barrow Arch has proven to be the
major oil feature in Alaska since the dis-
covery of Prudhoe Bay,” Boyd said.

Congress set aside the 1002 Area
“because it’s on-trend with some of the
biggest oil fields in North America,” he
said.

Over the course of its existence, the
ANWR 1002 Area has become a symbol in
the debate over American energy and envi-
ronmental policy. Those opinions are
increasingly aligned with parties.

What reason did Chevron formally give
for releasing the 92,000-acre lease?

“Chevron’s decision to formally relin-
quish its legacy lease position was driven
by the goal of prioritizing and focusing our
exploration capital in a disciplined manner
and in the context of our entire portfolio of
opportunities.”

ASRC’s statement said “the current
political environment” forced the compa-
nies to give up their leases.

“ASRC remains committed to the devel-
opment of our lands in the 1002 Area. ...
We will continue to work with the residents
in Kaktovik — the only community in
ANWR — and our strategic partners to
safeguard the economic future of our com-
munities.”

—Oil Patch Insider was written by Kay
Cashman

Our CDR2-AC rig reflects the latest innovations in Arctic drilling to provide our customers with
incident free performance and operational and technical excellence.

CDR2-AC is the first Arctic rig designed and built by Nabors specifically for Coil Tubing Drilling
operations. The rig was built to optimize CTD managed pressure drilling to provide precise control
of wellbore pressures for improved safety, decreased costs, and increased wellbore lengths.

Combining safety and environmental excellence with greater efficiency means CDR2-AC can deliver

the high value results customers have come to expect from Alaska’s premier drilling contractor.
Learn more about Nabors’ new drilling technologies at Nabors.com.
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KENAI UPGRADES

The plans also involve the installation of energy storage
systems on the Kenai Peninsula, to improve the stability of
power supplies over the grid.

Dixon Diversion Project

As previously reported by Petroleum News, AEA has
recently decided to move forward with planning the Dixon
Diversion Project, a project that could increase the power
output of Bradley Lake by almost 50 percent. Use of this
increased power output would require significant upgrades
to the Kenai Peninsula transmission system, as envisioned
in the transmission upgrade projects.

AEA also commented that the upgrades to the transmis-
sion grid will facilitate the integration of new renewable
energy generation into the electrical system. Moreover, the
increasing use of cost-saving power sales between utilities,
together with the imminent implementation of regional inte-
grated resource planning for the electrical system, strength-
en the case for transmission system upgrades, AEA said.

“These projects will be the initial phase of some of the
most significant improvements to the Railbelt electrical grid
in Alaska’s history,” AEA said.

The planned work also involves a study into the possibil-
ity of constructing a second transmission path for shipping
electricity between the Kenai Peninsula and Southcentral
Alaska — the current transmission line that connects the
peninsula to Anchorage via the northern side of the
Turnagain Arm represents a single point of failure in the sys-
tem and constrains the amount of power that can be shipped
from or to the peninsula.

A number of years ago AEA suggested the installation of

Petroleum
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Bradley Lake is owned by AEA and managed
by Bradley Lake Project Management
Commiittee, with representatives from each of
the five Railbelt electric utilities and AEA.

an undersea high voltage direct current transmission line
between the northwest Kenai Peninsula and the old Beluga
power station on the west side of the Cook Inlet.

Funding the projects

Bradley Lake is owned by AEA and managed by
Bradley Lake Project Management Committee, with repre-
sentatives from each of the five Railbelt electric utilities and
AEA.

Given that the proposed transmission upgrades will sup-
port the Bradley Lake system to the benefit of electricity
ratepayers, the BPMC has obtained approval to use bond
funding associated with Bradley Lake to underwrite the
$200 million cost of the upgrades, at no additional cost to
ratepayers.

Essentially, although the bonds associated with the con-
struction of Bradley Lake were paid off in 2021, under the
terms of the power sales agreement for Bradley Lake, the
utilities have continued to make annual payments associated
with the debt service — those additional funds are now
available for the transmission upgrades.

Support from Dunleavy

“With this historic upgrade to transmission lines, the
Railbelt utilities and AEA are ushering in a new energy
future in Alaska,” said Gov. Mike Dunleavy in reference to
the planned Kenai Peninsula transmission upgrades. “By

improving the Railbelt's transmission capacity, more of the
power from the Bradley Lake Hydroelectric Project — the
lowest cost energy in the state — will power Alaskan's
homes and businesses from Homer to Fairbanks.”

Dunleavy also commented that the transmission
upgrades would prepare the grid for the increased use of
sustainable energy sources such as tidal, geothermal, solar,
hydropower, wind and hydrogen.

“Early in his administration, Gov. Dunleavy met with
AEA and the utilities and asked them to develop a plan to
increase the reliability and resiliency of the Railbelt corri-
dor,” said AEA Executive Director Curtis Thayer. “Working
together this is the cornerstone of those efforts to achieve a
more resilient system driven by low or zero carbon energy
that supports a strong economy.”

“As the largest electric utility in Alaska, these invest-
ments come at a critical time for our members,” said
Chugach Electric Association acting CEO Arthur Miller.
“These projects increase the value of Bradley Lake to all
consumers in the Railbelt from both a cost and reliability
perspective and support the advancement of renewable gen-
eration for decades to come.”

A more integrated approach to the overall management
of power generation and transmission in the Railbelt is also
in the offing, with moves to implement an electric reliability
organization for the region, to oversee the planning of the
electrical system, open access to the system, and the use of
a consistent set of reliability standards.

The Regulatory Commission of Alaska is currently
considering an application by the Railbelt Reliability
Council to form an ERO. @

Contact Alan Bailey
at abailey@petroleumnews.com
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gen projects across the country.

through process transformations.

Coffman announces Justin Freeman as VP of CCUS

Coffman Engineers Inc., a nationally recognized multidiscipline engineering firm, said
May 31 that it welcomes Justin Freeman as its vice president of carbon capture utilization
& storage and hydrogen. Freeman joins Coffman at a pivotal time as the company priori-
tizes the importance of decarbonization by helping its clients reach their carbon goals.

Freeman leads Coffman’s companywide initiative spearheading the CCUS and hydrogen
market strategy, the development of internal capabilities, and managing CCUS and hydro-

With a degree in mechanical engineering from the University of Colorado in Boulder, his
background includes successfully developing and managing a CCUS program for a multina-
tional corporation, managing international giga projects, and leading business units

tive energy technologies.

Freeman has a deep understanding of the oil and gas industry
and the application of CCUS and hydrogen solutions to decarbonize
market sectors cost-effectively.

Freeman explained, "Electrification and renewables are a great
start to the energy transition, but in order for the whole economy to
decarbonize, we will need to deploy CCUS and hydrogen in hard-to-
abate market sectors to achieve net zero.”

Coffman can assist clients with their carbon goals, supported by
decades of experience in the industrial and oil and gas industries.
Coffman’s CCUS and hydrogen services are also complemented by
capabilities in renewable power, battery storage, and other alterna-

For Freeman’s complete bio visit www.coffman.com/team_members/justin-freeman/.

JUSTIN FREEMAN
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Guess & Rudd, PC
Inspirations

Judy Patrick Photography
Little Red Services, Inc. (LRS)
Lounsbury & Associates
Lynden Air Cargo
Lynden Inc.

Lynden Logjistics
Lynden Oilfield Services
Lynden Transport
Maritime Helicopters
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Matson

Nabors Alaska Drilling ..............ccooviiiiiinnnnt. 7
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Nature Conservancy, The
NEI Fluid Technology
Nordic Calista

North Slope Borough
North Slope Telecom
Northern Air Cargo
Northern Solutions

Oil Search

Owl Ridge Natural Resource Consultants

Petroleum Equipment & Services, Inc.

PND Engineers, InC. .........coiiiiiiiiiii i 5
PRA (Petrotechnical Resources of Alaska)

Price Gregory International

Q-Z
Resource Development Council
SeaTac Marine Services
Strategic Action Associates
Surepoint Technologies Group US
Tanks-A-Lot
TorcSill
Udelhoven Oilfield System Services Inc.
US Ecology Alaska
Weston Solutions
Wolfpack Land Co.

All of the companies listed above advertise on a regular basis
with Petroleum News
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ENSTAR SALE

the United States. Its existing utilities are in Canada, with
rate-regulated distribution and transmission assets in
Alberta, British Columbia and Nova Scotia. The company
also owns 33.33% equity interest in the utility delivering
natural gas in Inuvik, Northwest Territories, and
Renewable Energy, including the Bear Mountain Wind
Park, and has approximately 10% indirect interest in the
Northwest Hydro Facilities.

Apex Utilities Inc. in Alberta serves some 81,900 cus-
tomers, primarily residential and small commercial con-
sumers in smaller population centers or rural areas in
Alberta.

TriSummit owns Pacific Northern Gas, PNG, in the

west central portion of northern British Columbia. A whol-
ly owned subsidiary of PNG owns and operates distribu-
tion in northeastern British Columbia.

TriSummit said PNG serves some 42,300 customers,
approximately 87% of which are residential.

The transition

TriSummit said Enstar will continue to operate as a
standalone utility, “preserving its corporate identity and
providing the same safe, reliable and affordable service to
its customers.” TriSummit said it will retain Enstar’s “ded-
icated employees and hire new Alaska employees to per-
form certain functions currently performed out of State.”

Jared Green, TriSummit’s president and CEOQ, is a for-
mer president of Enstar, named to that position in 2014.

He said the companies have similar dedication and cul-
ture. Enstar’s “solid track record” makes the company “an

excellent fit for our company,” he said.

Green said TriSummit’s top priority to a smooth transi-
tion, maintaining Enstar’s strong relationships in its com-
munities and to support Enstar in continuing to provide
safe, reliable and affordable service.”

TriSummit said the acquisition “significantly enhances
TriSummit’s position as a premier growing North
American utility and renewable energy company.”

AltaGas said that following its divestiture of the Alaska
utilities its remaining utilities will be concentrated in the
Eastern U.S., including Maryland, Virginia, Michigan and
the District of Columbia.

—KRISTEN NELSON

Contact Kristen Nelson
at knelson@petroleumnews.com

continued from page 1

PROPANE SALES

to ultimate recovery” from the use of propane to blend MI
and said sale of natural gas liquids to Kuparuk and residue
gas to Northstar “provides clear and substantial improve-
ments in ultimate recovery from these units while having
a negligible effect on recovery in the PBF (Prudhoe Bay
field).”

BP Exploration (Alaska), then operator at Prudhoe, had
argued that the existing system did not result in waste.

On May 19 the current Prudhoe operator, Hilcorp
North Slope, asked the commission to amend Other Order
No. 075 “to document the current understanding of
Prudhoe Bay Unit (‘PBU’) impacts in the event of
propane sales.”

Hilcorp said the Prudhoe owners now want to explore
the market to sell propane — but at a volume of 200 to
1,000 barrels per day, not the 2,500 bpd being discussed
10 years ago.

ANGDA request for propane

The 2011 request was from Harold Heinze, who asked
AOGCC to investigate whether reinjection of gas contain-
ing propane instead of making propane available for sale
constituted waste.

Heinze’s petition stemmed from his time as head of the
Alaska Natural Gas Development Authority, which had
pushed for use North Slope propane to alleviate high fuel
oil and diesel costs in rural Alaska. ANGDA proposed
wholesale propane distribution from a distribution point
tapping into the North Slope’s propane resource, with a
primary rural distribution point where the North Slope
Haul Road crosses the Yukon River and propane tanks
carried by barge along the Yukon.

In October 2011, when he was president and CEO of
ANGDA, Heinze told Petroleum News the authority
wanted to see a wholesale delivery point established at the

Central Gas Facility on the North Slope, with propane
pulled from the gas stream passing through that facility.
He said the CGF already cooled down Prudhoe gas to
extract propane and other natural gas liquids used for
enhanced oil recovery and that are mixed with crude for
delivery to market.

Heinze said some 75,000 barrels per day of propane
remained mixed with the natural gas and was re-injected
at Prudhoe. He told PN that ANGDA believed at least two
of the three Prudhoe Bay unit owners were ready to sell
propane (major owners in 2011 were BP Exploration
(Alaska), the operator, ConocoPhillips and ExxonMobil
Production Co.; Chevron had a small stake in the field).

Heinze announced his resignation from ANGDA in
November 2011, effective the first day of the 2012 legisla-
tive session. The authority’s future was then uncertain,
because in addition to Heinze’s departure, it did not have
the four appointed board members it needed for a quorum.

In 2013 ANGDA was merged with the Alaska Gasline
Development Corp. and the ANGDA board eliminated.

Petition to AOGCC

Heinze petitioned AOGCC as a private citizen. He said
he was concerned that from 500 to 2,000 barrels per day
of recoverable propane at the Prudhoe CGF wasn’t being
used.

He told the commission his major concerns were that
the CGF had the capacity — which he said wasn’t being
utilized — to recover 500 to 2,000 barrels per day of
propane. He said some propane was “beneficially used for
EOR in the PBU, but there is an even larger volume of
propane being injected as residue gas” and because the
production life of Prudhoe was “limited ... the propane
that could be recovered and marketed at this time will be
left in the reservoir at shut down. That future lost recovery
is the preventable waste of a valuable hydrocarbon.”

In its 2012 order the commission included in its find-
ings — based on an increase in the extraction of propane
from the gas stream — that “new separation equipment

that could be operated at less than -50 degrees F”” would
be required. “The estimated cost of such equipment would
be substantial. Installation of such equipment would
require a six to eight month shutdown.”

Current request

The commission has tentatively set a hearing on the
request to amend the order for June 30 at 10 a.m. in its
Anchorage offices.

In a notice of the hearing AOGCC said “Hilcorp and its
partners in the PBU are investigating the possibility of
commencing propane sales from the PBU and are seeking
to update Other 75 to reflect the differences in field oper-
ations, and potential scope of a propane sales project, that
have occurred in the decade since Other 75 was issued.”

In its May 19 request to amend Other Order No. 075,
Hilcorp said the Prudhoe working interest owners “want
to explore the market to sell propane to interested whole-
sale buyers outside of the PBU. The Alaska market
demands high volumes of propane and large amounts are
currently being imported from Canada and the lower 48
states. Creating an additional source of local supply bene-
fits all Alaskan consumers.”

Hilcorp said some of the findings in the 2012 order
“are no longer factually accurate based on the impact of
field development over the last 10 years.” Another change
is that NGLs are no longer being sold to Kuparuk, increas-
ing the amount of MI available at Prudhoe.

Hilcorp said the Prudhoe owners “are continuing to
work with interested wholesale buyers to potentially sell
volumes of propane up to facility maximum capacity lim-
its,” currently some 600 barrels per day with the potential
of increasing to 1,000 bpd or more “with facility modifi-
cations.”

—KRISTEN NELSON

Contact Kristen Nelson
at knelson@petroleumnews.com

continued from page 1

SUSITNA ACCESS

Critical for access

AIDEA said that the road forms a crit-
ical component of the West Susitna
Access Project, a project to leverage the
economic potential of the West Susitna
region. Currently the region has no road
access.

Potential resource development
opportunities include forestry, agricul-
ture, mining and recreational activities.
The Susitna Valley has natural gas

resources, with some possibility of oil
resources on the east side of Mount
Susitna.

A state report published in 2014 indi-
cated that the region is one of the richest
resource regions in Alaska and that a road
would provide access to billions of dol-
lars of stranded resources, AIDEA said.

“Alaska is a resource state, and the
constitution requires us to evaluate how
to maximize the use of our resources to
benefit all Alaskans,” Gov. Mike
Dunleavy has commented. “If built, the
proposed West Susitna Road Project

No one understands Alaska better.
LOCAL TEAMS SOLVING LOCAL CHALLENGES WITH A GLOBAL PRESENCE.

Project Design and Management - Regulatory Expertise « Incident Response - Construction Oversight - Habitat Restoration

Contact: Rick Farrand (907) 343-2705 - www.westonsolutions.com

would mean much more than extracting
the state-owned minerals essential for a
modern economy, and the family-wage
jobs it creates for Alaskans. It would also
mean new recreational opportunities for
Alaskans and thousands of additional
acres of land available for agriculture to
help our state be more food secure.”

Working with borough

AIDEA has been working with the
Matanuska-Susitna Borough on the West
Susitna Access Project for several years
and in 2019 agreed on a framework for a

Providing integrated environmental and engineering solutions for the oil and gas industry

phased feasibility analysis for the project.
Since the 1980s the borough has been
working on a plan for access to the bor-
ough’s western region and has estab-
lished some natural resource manage-
ment areas in the region.

In October 2021 the AIDEA board
approved the receipt of $8.5 million in
state funding to continue a feasibility
study for the West Susitna Access Road
Project.

In December 2021 the Matanuska-
Susitna Assembly passed a resolution
supporting AIDEA’s continuing permit-
ting and predevelopment work for West
Susitna access.

And in April of this year the borough
completed an extensive program of out-
reach to the public regarding the project.

AIDEA says that the Army Corps of
Engineers will now evaluate AIDEA’s
permit application and determine when to
begin the compliance process under the
National Environmental Policy Act. The
NEPA process will include opportunities
for public comment and input from stake-
holders in the project.

—ALAN BAILEY

Contact Alan Bailey
at abailey@petroleumnews.com
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HILCORP UPDATES

Sept.10, 2021 when Saugier mentioned the
potential of repurposing the company’s
Cook Inlet platforms that were no longer in
production for use in tidal power genera-
tion. This occurred when he and three of
his people were updating the Cook Inlet
Regional Citizens Advisory Council
board. Saugier told board members the
company intends to extend the life of its
Cook Inlet oil and gas fields and other
assets as long as possible, particularly its
(12) offshore platforms. He said the plat-
forms were built like battleships, noting
Cook Inlet was ranked fifth in the United
States for tidal power.

* In Saugier’s most recent comments on
a panel at the sustainability conference, he
mentioned Hilcorp’s tidal power “demon-
stration project” in Cook Inlet.

Tidal power potential “tremendous”

“Cook Inlet has some of the largest and
most extreme tides of anywhere in the
world. We have been working with the
National Renewable Energy Laboratory,
NREL, in Golden, Colorado, as well as a
number of other entities looking at the
ways to utilize the tidal resource for tidal
power generation.

“It turns out that the potential is tremen-
dous. And so while we are normally very
focused on our core business, which is
being the best operator of late-life oil and
gas assets, I think there is a unique set of
circumstances in the Cook Inlet making
this something we should pursue,” Saugier
said.

(NREL is a federally funded research
and development center sponsored by the
U.S. Department of Energy and operated
by the Alliance for Sustainable Energy, a
joint venture between MRIGlobal and
Battelle.)

Ice, rip tides, high winds

Cook Inlet, which has a huge tidal
range, is a very harsh environment and
Saugier thinks that environment is the
“biggest hurdle” to a tidal power project.

Hilcorp. he told conference attendees, is
“very familiar” with that environment.

“We operate in the Cook Inlet every day
of the year. Ice, no ice, ripping tides, high
winds, we’re out there, we’ve got boats
running to keep operating.

“So we can actually take on some of
these tidal power test projects with no
meaningful increase in our footprint activ-
ity levels. That’s something unique we
bring to the table,” Saugier said.

Restarting Agrium plant

There is enough potential tidal power in

Cook Inlet to meet the total energy needs
of Southcentral Alaska, he said.

“So then you can really spin it up as a
feedstock. What do you do with all the
extra energy? We’re thinking about that.

“You could crack water into hydrogen
and oxygen and now you’ve got green
hydrogen. You could use green hydrogen
to restart the Agrium plant and create green
ammonia, for which there is tremendous
demand.”

When asked how expensive tidal power
projects are, Saugier said, “I don’t know
how expensive tidal projects are. That’s
part of what we’re trying to learn in the
next couple of years with the demonstra-
tion project.”

No natural gas crisis

Is there a natural gas shortage in
Southcentral Alaska, the largest population
area of the state?

Saugier says no.

“There’s not a crisis of natural gas. We
have enough gas for the next five years.
The Lower 48 is talking about rolling
brownouts and that’s a shame. And that
reflects mismanagement.

“We don’t have that situation here in
Alaska. I think we can avoid that if we act
with a sense of urgency to diversify our
energy mix. So we’re here to be part of that
solution,” he said.

“This may surprise you, but what I’'m
advocating for is you should buy less of
my gas. In fact, you should have other
sources of energy,” Saugier said.

“We are very supportive of any and all
other sources of energy — tidal power,
solar power, and the other natural gas pro-
ducers in the Cook Inlet.”

Gas from the North Slope would also
be “a good thing,” he said.

Looking back 10 years

Looking back to 2012 when Hilcorp
first began operating in the Cook Inlet
basin, Saugier said, “We didn’t really
know much about the inlet gas market, but
we learned quickly that it’s very unique.
It’s a closed system. There is no gas com-
ing in from the Lower 48 or from any-
where else, not even from the North Slope.

“We learned that there were a very few
number of players, and at that time we
were one of the smallest players in the
business.

“The thing that I learned very quickly
that it was really, really important that we
deliver on the commitments that we had
made as a company. What we stepped into
when we acquired our first set of assets up
here was a set of commitments by a pred-
ecessor company that we were on the
hook for.

“I remember taking phone calls on New
Year’s Day whether or not we should pro-

duce our wells at a certain rate because we
needed the gas. Of course the question was
always ‘do we have a choice? And the
answer was ‘always no,” Saugier said.

Over the next 10 years Hilcorp contin-
ued to grow in the state of Alaska to the
point that today it is the largest producer of
natural gas for Southcentral Alaska.

“We’re the largest by quite a bit. And
not only are we the largest producer of nat-
ural gas, but natural gas is really the only
fuel that is used for generating heat and
electricity in Southcentral Alaska,”
Saugier said.

“It has been a good 10 years for us as a
company and a good 10 years for
Southcentral Alaska. Remember, in 2011
there was talk of brownouts and what you
should do if the power goes out and that’s
gone now. I think all of the producers in
the Cook Inlet basin should be very proud
of that, as well as our utility partners. It’s
been a good working relationship,” he
said.

As Hilcorp’s assets continue to get
older, Saugier said, “it becomes more and
more difficult to acquire the necessary per-
mits to carry on business activities to
mediate the maturing natural gas supplies.
But that’s okay; that’s the nature of the
business.

“So, we continue to be committed to
supplying natural gas that we have prom-
ised to supply. We continue to invest hun-
dreds of millions of dollars... and continue
to have very, very high levels of activity.”

Commercializing diversification

The greatest challenge from Hilcorp’s
perspective, Saugier said, was that the
“capital stack”” on renewable power gener-
ation projects was “quite different from
what you see in upstream oil and gas proj-
ects.

“What do I mean by that? When you
look at utility-scale projects, particularly
green projects, you’re frequently financed
with grant money and maybe tax credits
and that’s a very, very low interest debt —
my friends in the commercial power space
tell me, like 1-2%, at least it was some
time ago. ... And a tiny sliver of equity
down there at the bottom.

“That’s not how upstream oil and gas
works. No one wants to lend us money,
and they certainly don’t want to lend us
cheap money. So our capital stack looks
very different. It’s mostly equity with an
expensive debt layer,” he said.

What that means is renewable power
projects are not competitive inside
Hilcorp’s portfolio, Saugier said.

“So we’re thinking about that, but that’s
just a financial problem. We can solve that
after we’ve solved the technical prob-
lems.”

Alaska’s lower carbon footprint

“As far as getting better every day, this
is something that is very important to us,”
Saugier said.

Hilcorp is committed to spending “mil-
lions and millions of dollars in 2022 to
reduce our carbon footprint” company-
wide, he said.

What was interesting, he said, was that
the oil and gas industry in Alaska has a
much lower carbon footprint than in the
Lower 48.

“We don’t have leaky pipelines up here
like they do in the Lower 48. And we don’t
have giant flares where we’re flaring our
natural gas instead of capturing it. We’re
utilizing it or reinjecting it. ... we’re not
venting natural gas. None of that exists up
here.”

Carbon capture challenged

In regard to carbon capture, Saugier
said Hilcorp operates the largest carbon
capture sequestration project in the U.S. in
central Texas.

“Carbon capture is very challenged.
Our experience is on the sequestration
side. ... It’s not that difficult. It’s well
within the known technology. What has
been more problematic is ... the carbon
capture side,” Saugier said.

“You hear companies talking about cap-
turing carbon from the gas stream ... it is
extraordinarily difficult. It is a complex
process. It’s not terribly well understood.
It’s very energy intensive. Our partners
who are undertaking the carbon capture
process actually had to build a separate
power plant just to power the carbon cap-
ture train.

“And it’s finicky. It goes down all the
time, so it’s challenging. It doesn’t mean it
can’t be done. This is really the first one
that has been attempted. The technology is
going to continue to get better, but we’re
not there yet,” Saugier said. ®

Author's note: Houston-based Hilcorp
entered the Cook Inlet basin in mid-2011
and began operating there in 2012 with the
acquisition of Chevron's aging Cook Inlet
basin assets, including interest in 10 off-
shore platforms, oil and gas fields, Union
Oil contracts, gas storage facilities and
interest in Cook Inlet Pipe Line Co. and
Kenai Kachemak Pipeline. Next Hilcorp
acquired Marathon's gas fields and most
recently the North Cook Inlet field from
ConocoPhillips. Hilcorp owns and oper-
ates its oil and gas fields with the excep-
tion of the Beluga River field, which is
operated by Hilcorp but jointly owned with
Chugach Electric Association.

Contact Kay Cashman
at publisher@petroleumnews.com
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OIL PRICES

and that it is “not in their interests to lose
control of oil prices.”

June 2 meeting

OPEC scheduled its 29th OPEC and
non-OPEC Ministerial Meeting June 2 to
agree on a path forward for increasing
production to meet the post-pandemic rise
in demand.

The group was expected to rubber
stamp its preplanned 400,000-barrel
increase; however, the Russian situation
is sure to fan lively debate at this month’s
meeting.

Brent and WTI slid more than 2%
lower in early trading June 2 as Petroleum
News went to press.

On May 27, oil notched a fifth straight
weekly gain for its highest prices since
early March, reflecting tight fuel invento-
ries as the U.S. summer driving season
kicked off with the Memorial Day week-
end.

ANS rose $1.02 May 27 to close at
$120.73, as WTI rose 98 cents to close at
$115.07, and Brent jumped $2.03 to close
at $119.43.

On May 26, ANS jumped $3.10 to
close at $119.71, WTI leapt $3.76 to close
at $114.09, and Brent vaulted $3.37 to
close at $117.40.

Shanghai to ease COVID restrictions

On the demand front, a positive note
was hit by the city of Shanghai, where most
of the city’s 25 million residents have been
freed from COVID-19 induced restrictions
that have hung over the major Chinese
industrial center for two months. Residents
were able to hit the streets June 1.

Some COVID restrictions remain.
Public venues and transportation require a
negative COVID test taken within 72
hours.

The draconic COVID response in
Shanghai angered residents and garnered
criticism of China’s zero-COVID poli-
cies.

Shanghai authorities ordered media
organizations to avoid using the phrase
"lifting lockdown," according to a CNN
report.

HATEVE
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"The situation in Shanghai is different
from that of Wuhan because (we) never
announced the 'lockdown,' so there is no
'lifting lockdown' to speak of," the notice
said. "Shanghai's whole-area static man-
agement is only pressing the pause but-
ton, during which the city's core functions
were still running."

Permian to surpass Iraq?

Permian oil production growth is
expected to outpace that of Iraq this year
and next as surging demand for oil meets
historically tight supply, according to
Rystad Energy research.

Total conventional and unconventional
oil output from the Permian is forecast to
grow by 1 million barrels per day in 2022,
jumping from 4.7 million bpd to 5.6 mil-
lion bpd before climbing to 6.5 million
bpd in 2023, Rystad said in a May 31
release. Iraq’s output will grow by some
600,000 bpd in 2022 and 400,000 in
2023. (See chart in pdf version of story.)

In 2010, the Permian produced just 1
million bpd, dwarfed by oil-producing
countries such as Norway, Brazil, and

—~— .,_..

HEREVER

Canada, Rystad said. Total U.S. produc-
tion was below 6 million bpd in 2010.

In years since, output surged with the
Permian becoming a critical driver of
U.S. production growth, the consultancy
said, adding that the basin now boasts
higher production than any country
besides Russia and Saudi Arabia.

In 2023, the Permian is on track to
account for half of U.S. oil output of 13.2
million bpd, up from 42% in 2021, Rystad
said. The Permian has produced more oil
per year than Iraq since 2020, and the gap
between the two countries will widen in
the next two years.

Permian oil production will outstrip
the combined output of Norway and
Brazil in 2022, which will together pro-
duce about 4.8 million bpd.

“The Permian has become the hot spot
for US oil production thanks to signifi-
cant resources, low breakeven costs, and
high oil content,” said Espen Erlingsen,
Rystad head of upstream research. “This
trend is only likely to continue as global
oil markets struggle with supply con-
straints and the demand for oil shows lit-
tle sign of easing.”

R _

Increased output is expected across all
US shale basins, with growth from key
plays estimated to be more than 1 million
bpd — the highest level seen since 2019.

Permian Delaware production is
expected to rise by 500,000 bpd, while
the Permian Midland will see a 450,000-
bpd increase, Rystad said. The Bakken,
Eagle Ford and DJ Basin are expected to
post modest growth.

In 2023, total oil production for these
five plays may approach 9 million bpd,
closing in on Saudi Arabia’s total oil pro-
duction of around 9.5 million bpd in
2021, Rystad said.

Since 2016, total investments in the
Permian Midland have jumped from
$10.3 billion to an anticipated $23.5 bil-
lion this year, while Permian Delaware
investments rose from $7.7 billion in
2016 to a forecast $25 billion this year,
Rystad said. Investments in other key
tight oil plays have remained relatively
flat and have failed to recover since pan-
demic-caused CAPEX reductions. @

Contact Steve Sutherlin
at ssutherlin@petroleumnews.com
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