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Nikaitchuq North not completed;
Eni planning 2019 restart of well

Eni US Operating Co. has not yet completed its Nikaitchuq
North No. 1 exploration well. The continued drilling of the
well has been suspended until early 2019.

“The NN01 exploration well was not completed in 2018
and as such no flow test was performed. Drilling was suspend-
ed on August 23 due to impending seasonal drilling restric-
tions. Eni intends to restart drilling in early 2019,” an Eni
spokesperson has told Petroleum News.

Keystone XL rebooted; State Dept.
As one door closes another one opens, then it too closes

and we’re back to the first door.
Confused?
Who wouldn’t be in the mad-cap circus that poses as the

Canadian pipeline business?
With the Trans Mountain expansion plans spluttering,

despite having the Canadian government as its outright owner,
TransCanada’s Keystone XL pipeline is suddenly moving
closer to its construction phase in 2019, despite legal barriers

see NIKAITCHUQ NORTH page 15

Elliott replaces Giesler at Glacier;
Recruiting to increase in oil patch

CARL F. GIESLER JR., PRESIDENT

AND CEO of Glacier Oil & Gas, has left the
Alaska-based company to take the position of
CEO and director of Jones Energy Inc. in
Austin, Texas.

Phil Elliott, who has been with Glacier and
its predecessor companies since April 2015,
formerly carried the title chief financial officer
and executive vice president and confirmed his
promotion to president in an email to Petroleum News on Nov.

see INSIDER page 18

see KEYSTONE REBOOTED page 15

US was world’s leading crude oil
producer in August; prices down
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Pikka FEIS is out
Corps publishes environmental analysis for major Oil Search development

By ALAN BAILEY
Petroleum News

The U.S. Army Corps of Engineers has pub-
lished the final environmental impact statement

for Oil Search’s planned major oil development in
the Pikka unit, on the North Slope to the east of the
Colville River delta. The FEIS presents a series of
potential development options, including a “no
action” alternative, and an analysis of the anticipated
environmental impacts of each alternative. The
Corps will issue a record of decision, stating its pre-
ferred, approved alternative for the project, follow-
ing a 30-day public comment period for the FEIS. 

Estimated oil resources for the project amount to
at least 500 million barrels, with projected produc-

tion rates of up to 100,000 barrels per day. Although
the project has often been referred to as the Pikka
development, the Corps calls it the Nanushuk devel-
opment, while Oil Search refers to its Alaska
Nanushuk project. The main oil resource is in the
Nanushuk formation, but there is a secondary oil
pool in the deeper Alpine C sands. Oil Search is
partnering with Repsol, Armstrong Energy and

Exploration’s in view
The Alaska winter will see some new drilling and seismic surveying operations

By ALAN BAILEY
Petroleum News

As temperatures drop in Alaska, and the ground
freezes up, companies are preparing for this

winter’s exploration season.
Top of the anticipated well count comes

ConocoPhillips — the company is following up on
last winter’s bumper count of six wells with a plan for
this winter involving six to eight wells. The final
count will depend on how quickly the drilling proj-
ects progress, and on the weather conditions.

In fact, the company should already be gearing up
for its first two wells, planned to be drilled in
November from existing gravel drill pads. One of
these will test the Cairn prospect in the southwestern

corner of the Kuparuk River unit. The other involves
the Putu prospect, near the village of Nuiqsut, in what
ConocoPhillips terms the Narwhal trend, to the east
of the Colville River. This is the same trend as the
Pikka/Horseshoe trend, where Oil Search and its part-
ners are planning the development of a major oil field
primarily involving a reservoir in the Nanushuk for-
mation. ConocoPhillips will drill the new Putu well
directionally from the CD-4 pad in the Colville River
unit.

ConocoPhillips discovered oil associated with two
distinct seismic anomalies in the Putu prospect dur-
ing last winter’s exploration drilling season. The
company now wants to test a third seismic anomaly
in the prospect.

For whom takeovers loom
Historic lows in oil sands bitumen prices could open door to new consolidation

By GARY PARK
For Petroleum News

With Alberta oil sands bitumen prices sliding
into negative territory for the first time in

their 50-year history, there is talk the trend will set off
a wave of new energy deals, which may have started
with two attempted takeovers totaling C$8 billion.

Canadian heavy crude, dominated by bitumen,
has dropped below US$20 a barrel, which analyst
Matt Murphy of Tudor Pickering & Holt said is less
than the cost of production, lagging US$52 per barrel
behind the benchmark West Texas Intermediate price.

He said the price slump has been focused on
Western Canada Select, the blend of sticky bitumen
and light condensate needed to facilitate movement
of the crude through a pipeline.

“The reality is actually quite a bit worse than what

the headline WCS differentials would suggest,”
Murphy told The Canadian Press. “It’s not the actual
realizations these producers are getting ... they’re los-
ing money before they even produce their barrels at
current price levels.”

Based on a recent sampling, condensate was sell-
ing for US$63 a barrel in Edmonton and accounting
for 30 percent to 40 percent of the WCS barrel, which

The FEIS says that Oil Search has
proposed a development involving the
drilling of up to 146 production and

injection wells from three drilling pads.

see PIKKA FEIS page 16

see WINTER EXPLORATION page 19

Based on a recent sampling, condensate
was selling for US$63 a barrel in

Edmonton and accounting for 30 percent
to 40 percent of the WCS barrel, which
translated into a return of between 11
cents US and 28 cents US per barrel.

see TAKEOVERS LOOM page 18

http://www.petroleumnews.com
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ANS September production up 11% from August
Largest month-over-month ANS crude increase at Alpine as field comes back after summer maintenance downtime; Cook Inlet down 1%

By KRISTEN NELSON
Petroleum News

Alaska North Slope crude oil production averaged
503,996 barrels per day in September, up 10.9 percent,

44,048 bpd, from an August average of 454,602 bpd but
down 1.7 percent from a September 2017 average of
512,910 bpd. 

The largest month-over-month increase was at the
ConocoPhillips Alaska-operated Colville River field, which
had its first full month of production in September after
being down four weeks over July and August for scheduled
maintenance. The field averaged 67,565 bpd in September,
up 62.6 percent, 26,000 bpd, from an August average of
41,565 bpd, and up 5.4 percent from a September 2017
average of 64,111 bpd. 

In addition to oil from the main Alpine pool, Colville
production includes satellite production from Fiord, Nanuq
and Qannik. 

Production data is from the Alaska Oil and Gas
Conservation Commission, which provides volumes by

field and well on a month-delay basis. 

Other ANS fields with increases
Four other North Slope fields also had month-over-

month production increases. 
The Hilcorp Alaska-operated Northstar field averaged

10,862 bpd in September, up 15 percent, 1,415 bpd, from an
August average of 9,447 bpd and up 21 percent from a
September 2017 average of 8,977 bpd. Northstar volumes
include natural gas liquids. 

The BP Exploration (Alaska)-operated Prudhoe Bay
field, the Slope’s largest, averaged 261,301 bpd in
September, up 11.2 percent, 26,315 bpd, from an August
average of 234,986 bpd, but down 5.7 percent from a
September 2017 average of 277,128 bpd. 

In addition to Prudhoe oil, production from the Prudhoe
Bay field includes: Aurora, Borealis, Lisburne, Midnight
Sun, Niakuk, Polaris, Point McIntyre, Put River, Raven and
Schrader Bluff; Prudhoe volumes include NGLs. 

The Caelus Alaska-operated Oooguruk field averaged
10,376 bpd in September, up 7 percent, 677 bpd, from an

August average of 9,699 bpd, but down 1.1 percent from a
September 2017 average of 10,493 bpd. 

Badami, operated by Glacier Oil & Gas subsidiary
Savant Alaska, averaged 1,799 bpd in September, up 5.3
percent, 91 bpd, from an August average of 1,708 bpd, and
up 116 percent from a September 2017 average of 833 bpd. 

Month-over-month decreases
Four North Slope fields had month-over-month produc-

tion decreases.
The ConocoPhillips-operated Kuparuk River field aver-

aged 107,076 bpd in September, down 2.1 percent, 2,331
bpd, from an August average of 109,407 bpd, but up 1 per-
cent from a September 2017 average of 105,966 bpd. 

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

The Hilcorp-operated Endicott field averaged 7,331 bpd
in September, down 2.5 percent, 186 bpd, from an August
average of 7,517, but up 26.4 percent from a September

see PRODUCTION UPDATE page 5

SIDEBAR, Page 19: Glacier in planning mode for next steps

http://www.petroak.com
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Rig Owner/Rig Type                     Rig No.                  Rig  Location/Activity                                Operator or Status 

Alaska Rig Status
North Slope - Onshore

Doyon Drilling
Dreco 1250 UE                         14 (SCR/TD)          Milne Point, MPU L-55                                              Hilcorp 
Dreco 1000 UE                          16 (SCR/TD)         Standby                                                                               
Dreco D2000 Uebd                   19 (SCR/TD)         GTMU, MT6-05                                             ConocoPhillips
AC Mobile                                25                        Mustang pad Jan. 2018                                  Brooks Range
OIME 2000                               141 (SCR/TD)       Alpine, CD2-78                                            ConocoPhillips   
                                                142 (SCR/TD)       Kuparuk 3S-612                                            ConocoPhillips 
TSM 700                                   Arctic Fox #1       Pikka well                                                             Oil Search

Hilcorp Alaska LLC                       Rig No.1              Milne Point                                             Hilcorp Alaska LLC

Kuukpik Drilling   5                        Deadhorse                                                              Available

Nabors Alaska Drilling
AC Coil Hybrid                          CDR-2 (CTD)        Stacked in Deadhorse                                                      BP
AC Coil                                     CDR-3 (CTD)       Kuparuk 3H-13                                             ConocoPhillips
Dreco 1000 UE                         2-ES (SCR-TD)      Stacked                                                        Available
Mid-Continental U36A             3-S                      Stacked                                                                 Available
Oilwell 700 E                            4-ES (SCR)           Stacked                                                                 Available
Dreco 1000 UE                         7-ES (SCR/TD)      Kuparuk 1C-26                                             ConocoPhillips
Dreco 1000 UE                         9-ES (SCR/TD)      Stacked                                                        ConocoPhillips
Oilwell 2000 Hercules               14-E (SCR)           Deadhorse                                                            Available
Oilwell 2000 Hercules               16-E (SCR/TD)      Stacked                                         Brooks Range Petroleum 
Oilwell 2000 Canrig 1050E        27-E (SCR-TD)     Stacked                                                     Glacier Oil & Gas 
Oilwell 2000                             33-E                    Deadhorse                                                            Available
Academy AC Electric CANRIG   99AC (AC-TD)     Stacked                                                                     Repsol
OIME 2000                               245-E (SCR-ACTD) Stacked                                                                         ENI
Academy AC electric CANRIG   105AC (AC-TD)   Stacked in Deadhorse                                         Doyon Ltd
Academy AC electric Heli-Rig    106AC (AC-TD)   Stacked                                              Great Bear Petroleum  

Nordic Calista Services
Superior 700 UE                       1 (SCR/CTD)         Kuparuk                                                         ConocoPhillips
Superior 700 UE                       2 (SCR/CTD)        Prudhoe Bay Drill Site 15, well 33                                    BP
Ideco 900                                 3 (SCR/TD)           Winx #1 well                                              Captivate Energy
Rig Master 1500AC                  4 (AC/TD)             Oliktok Point well #18-08                                              ENI

Parker Drilling Arctic Operating Inc. 
NOV ADS-10SD                        272                      Prudhoe Bay DS 18                                                         BP
NOV ADS-10SD                        273                      Prudhoe Bay DSW-59                                                      BP

                                                                            
North Slope - Offshore

BP
Top Drive, supersized                 Liberty rig            Inactive                                                                            BP

Doyon Drilling
Sky top Brewster NE-12            15 (SCR/TD)         Spy Island SP-05                                                              ENI

Nabors Alaska Drilling
OIME 1000                               19AC (AC-TD)     Oooguruk ODSN-04                                 Caelus Energy LLC
                             

Cook Inlet Basin – Onshore

BlueCrest Alaska Operating LLC
Land Rig                                   BlueCrest Rig #1  Anchor Point,                      BlueCrest Alaska Operating LLC
                                                                            drilling production 
                                                                            section of H14

Glacier Oil & Gas                         Rig 37                 West McArthur River Unit Workover         Glacier Oil & Gas

All American Oilfield LLC
IDECO H-37                              AAO 111             North Slope stacked                                              Available

Aurora Well Services
Franks 300 Srs. Explorer III        AWS 1                Stacked out west side of Cook Inlet                        Available

Saxon
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 51                 Monopod A-13, stacked                          Hilcorp Alaska LLC  
                                                                            
Spartan Drilling 
Baker Marine ILC-Skidoff, jack-up                        Spartan 151, Upper Cook Inlet KLU#4                          Furie

Furie Operating Alaska
Randolf Yost jack-up                                            Nikiski, OSK dock                                                          Furie

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

Mackenzie Rig Status
                                                

Canadian Beaufort Sea

SDC Drilling Inc.
SSDC CANMAR Island Rig #2    SDC                     Set down at Roland Bay                                         Available

Central Mackenzie Valley
Akita
TSM-7000                                 37                        Racked in Norman Wells, NT                                  Available

Alaska - Mackenzie Rig Report
The Alaska - Mackenzie Rig Report as of November 7, 2018. 

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

Baker Hughes North America rotary rig counts*
                               Nov. 2                             Oct. 26                          Year Ago
United States        1,067                              1,068                                  898
Canada                    198                                 200                                  192
Gulf of Mexico            18                                   18                                    18

Highest/Lowest
US/Highest                                        4530                              December 1981
US/Lowest                                          404                                       May 2016 
                                                                                *Issued by Baker Hughes since 1944

 The Alaska - Mackenzie Rig Report 
is sponsored by:
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Newfield looking at Alaska;Begich, Dunleavy weigh in;L48 shale boom tapering off 
TEXAS-BASED INDEPENDENT

NEWFIELD EXPLORATION has people visit-ing Alaska to look at the North Slope’s geo-logic potential.
Headquartered in The Woodlands, Texas,the visiting scientists are not handing out busi-ness cards to everyone they meet, so the visitis very hush-hush.
Per the big independent’s website,Newfield is an oil company focused on profitably growing liq-uids-rich unconventional resource plays in the Anadarko andArkoma basins of Oklahoma, the Williston basin (Bakken) of

State looks for RIK gas interest;includes Prudhoe, Point Thomson
The Alaska Department of Natural Resources, Division of Oiland Gas, is soliciting interest in potential royalty in-kind naturalgas from the Prudhoe Bay and Point Thomson units. The solicitation, dated Aug. 31, asks for expressions of interestby letter within 30 days. 

DNR said it is considering whether to take the state’s royaltyon future natural gas production from Prudhoe Bay and PointThomson in value or in kind. 
“If DNR takes the royalty in kind, it is currently considering anoncompetitive contract,” solicitation says. The department saidthat to consider a noncompetitive contract it “first considerswhether there is a lack of competition and whether a noncompet-

GAO questions lack of preliminarydesign review for polar icebreakers
The U.S. Government Accountability Office has issued areport raising questions over the reliability of the estimatedcost and schedule for developing new heavy polar icebreakersfor the U.S. Coast Guard. The Department of HomelandSecurity, the agency that includes the Coast Guard, hasaccepted the GAO’s findings.

Currently the Coast Guard only operates two polar capableicebreakers: the Healy, a medium duty icebreaker, much usedas a base for polar research, and the Polar Star, which is aheavy-duty icebreaker but is 41 years old. A third icebreaker,the Polar Sea, sister ship to the Polar Star, is laid up in port andhas become a source of spare parts for the Polar Star.

Colville barges diesel to Slope
Transportation company Colville has transported 2 milliongallons of diesel fuel by barge to Prudhoe Bay on the NorthSlope, the company has announced. This was the first bulkdelivery of fuel to the Slope by barge since the 1990s, andpossibly the largest shipment of its type ever, the companysaid. The supply barge, owned and operated by CrowleyMarine, arrived at Deadhorse on Sept. 6. Because of the shal-low water depths, the barge had to be moored 3 miles off-shore, with the fuel being carried to shore in smaller vessels.Onshore, the fuel was pumped into tanker trucks for transferto Colville’s tank farm in Deadhorse.

The U.S. Coast Guard and BP oversaw the operation, saidDave Pfeifer, Colville president and chief executive officer.More typically, fuel for use on the North Slope is deliveredto Deadhorse from a refinery in Valdez, using tanker trucks

see INSIDER page 10

see GAS INTEREST page 8

see POLAR ICEBREAKERS page 8

see DIESEL DELIVERY page 7

EIA: Brent averaged $73/barrel in
August; US crude 10.9 million bpd

Pt Thomson extension
State stays 2019 date in 2012 settlement on Alaska LNG project progress

By KRISTEN NELSON
Petroleum News

The state has stayed a deadline in its 2012 set-tlement with Point Thomson operatorExxonMobil Production Co. 
The settlement required a plan for expansion ofPoint Thomson production by the end of 2019 if amajor gas sale hadn’t been sanctioned by June2016. Late last year the state and ExxonMobilreached agreement on the company’s expansionplan. The settlement required either increasingproduction to 30,000 barrels per day of condensate(the current facilities support 10,000 bpd, althoughthat rate has rarely been achieved) or moving nat-ural gas to Prudhoe Bay for injection there (requir-ing an agreement with the Prudhoe Bay working

interest owners and construction of a gas pipelinebetween the fields). 
Moving natural gas to Prudhoe wasExxonMobil’s choice. 
That work has now been deferred. 

An optimistic outlook
ConocoPhillips ups GMT-2 forecast; moves ahead on Willow, further explorationBy ALAN BAILEY

Petroleum News

In a highly upbeat presentation to ajoint meeting of the Alaska House andSenate Resources committees on Sept.10, Scott Jepsen, ConocoPhillips Alaskavice president of external affairs andtransportation, overviewed his compa-ny’s current exploration and develop-ment plans in Alaska, and the resultingmajor uptick in the company’s expectations for itsfuture Alaska oil production.

Increased production estimate
Jepsen said that his company has upped the esti-

mated peak production for its GreaterMooses Tooth 2 development in thenortheastern National PetroleumReserve-Alaska from 30,000 barrels ofoil per day to 38,000 bpd. The federalBureau of Land Management has pub-lished a final environmental impact state-ment for the project, with a record ofdecision anticipated in October. Thatcould lead to a final investment decisionfor the project later this year, Jepsen said.Meanwhile the Greater Mooses Tooth 1 devel-opment is moving ahead, with first oil anticipatedby the end of the year. Peak production is expectedto run at about 30,000 bpd.

Trudeau treads carefully
Administration examining options to salvage Trans Mountain, including an appeal

By GARY PARK
For Petroleum News

T he future of large-scale resourceprojects in Canada depends heavilyon how his government responds to afederal court ruling that has stalledprogress on the Trans Mountain pipelineexpansion, said Prime Minister JustinTrudeau.
“What we need is not just thispipeline. We need to be able to build resource proj-ects of all different types with appropriate sociallicense,” he told reporters.
He said the objective is to ensure that TransMountain and other projects do not get “bogged”down in endless court battles.

Trudeau, firing back at his critics,noted that TransCanada’s Keystone XLproject was long ago approved inCanada, but has become entangled in theUnited States over a failure to engage indetailed consultations with communitiesalong the pipeline right of way. 
“This is the way that the world isgoing and if we can demonstrate clarityand certainty for businesses through theprocess to the investors we will be ableto get more built,” he said.

Decision impacts communities
Trudeau called the court decision on TransMountain “frustrating and devastating” for com-

see POINT THOMSON page 12

see CONOCO OUTLOOK page 11

see TRANS MOUNTAIN page 9

Also Sept. 10, the Alaska Gasline
Development Corp. announced thatExxonMobil and AGDC had agreed towhat the corporation called “certain keyterms including price and a volume basisfor a Gas Sales Agreement,” captured ina “Gas Sales Precedent Agreement”

signed Sept. 10. 
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Some questions over
ML&P purchase
Utilities answer RCA questions over the terms under which
Chugach Electric proposes to buy municipal electricity business

By ALAN BAILEY
Petroleum News

During a Regulatory Commission of
Alaska public meeting on Nov. 7

officials from Chugach Electric
Association and Municipal Light &
Power talked to the commissioners about
the status of the proposed purchase of
ML&P by Chugach Electric, and
answered some commission questions
about the takeover deal. The commission
has opened a docket to gather information
about the purchase, in advance of the for-
mal process that will be required for reg-
ulatory approval.

In particular the commissioners asked
about the legal or regulatory basis for
allowing the Municipality of Anchorage
to recover payments in lieu of taxes, or
PILT payments, from Chugach Electric as
part of the purchase arrangements. The
commission also wants to understand the
implications of a commitment by
Chugach Electric to ensure that base rates
for customers do not increase as a result
of the purchase: Does this impinge on the
commission’s statutory duty to ensure
just, reasonable and nondiscriminatory
rates?

Agreements negotiated
The move to combine the two utilities

was approved by Anchorage voters in
April. Since then the municipality and
Chugach Electric have been negotiating
the details of the deal and are now close
to finalizing the terms of the purchase.
There are actually four components to the
complete deal: an agreement for the pur-
chase of ML&P’s assets by Chugach
Electric; an agreement for the purchase
by Chugach Electric of electricity from
ML&P’s interests in the Eklutna

hydropower generation project; an agree-
ment on how to handle the use and
accounting of natural gas fuel from the
Beluga River gas field; and the agreement
that Chugach Electric will make annual
PILT payments to the Municipal of
Anchorage.

The utilities told the commission that
the Chugach Electric board of directors
has authorized CEO Lee Thibert to sign
off on the four agreements, subject to cer-
tain conditions. The entities involved are
in the process of finalizing the agree-
ments. The Anchorage Assembly is
scheduled to conduct a public hearing and
make a decision on the deal during its
Dec. 4 meeting, with the Dec. 18 assem-
bly meeting being available as a backup,
should a decision not be made on Dec. 4. 

Assuming that the deal is agreed, that
would lead to a filing with the RCA in the
first quarter of 2019, asking for approval
of certificate of public necessity and con-
venience modifications and for advanced
approval of the recovery by Chugach
Electric of costs associated with the
acquisition. A decision by the RCA is
anticipated in the second half of the year,
leading to the deal closing within 120
days, if the commission approves the pur-
chase transaction.

PILT payments
Much discussion during the Nov. 7

meeting revolved around the proposed
PILT payments. Currently, ML&P makes
PILT payments to the Municipality of
Anchorage as a means of ensuring that
the municipality receives revenues as a
consequence of its ownership of ML&P.
The idea is that Chugach Electric would
continue making these payments to the

see ML&P PURCHASE page 9
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2017 average of 5,801 bpd. Endicott vol-
umes include NGLs. 

The ExxonMobil Production-operated
Point Thomson field averaged 93 bpd in
September, down 3.1 percent, 3 bpd,
from an August average of 96 bpd, but
down 94.4 percent from a September
2017 average of 1,670 bpd. Point
Thomson has effectively been down for
maintenance since early June, when the
field operated for only nine days. In July,
August and September AOGCC data
show the field operating only one day
each month. 

The Hilcorp-operated Milne Point
field averaged 21,295 bpd in September,
down 4 percent, 877 bpd, from an August
average of 22,172 bpd, but up 17.9 per-
cent from a September 2017 average of
18,063 bpd. 

The Eni-operated Nikaitchuq field
averaged 16,253 bpd in September, down
9.4 percent, 1,680 bpd, from an August
average of 17,933 bpd, and down 18.2
percent from a September 2017 average
of 19,867 bpd. 

Cook Inlet
Cook Inlet production averaged

14,777 bpd in September, down 1 per-
cent, 152 bpd, from an August average of
14,929 bpd and down 7.1 percent from a
September 2017 average of 15,899 bpd. 

Hilcorp’s Beaver Creek field, Cook
Inlet’s smallest, averaged 75 bpd in
September, up 8.1 percent, 6 bpd, from an
August average of 69 bpd, but down 96.5
percent from a September 2017 average
of 143 bpd. 

Hilcorp’s Granite Point field averaged
2,763 bpd in September, up 1.2 percent,
33 bpd, from an August average of 2,730,
and up 18.1 percent from a September
2017 average of 2,339 bpd. 

BlueCrest Alaska Operating’s Hansen

field, the Cosmopolitan project, Cook
Inlet’s newest producing field, averaged
1,197 bpd in September, up 74.5 percent,
511 bpd, from an August average of 686
bpd, and up 74.5 percent from a
September 2017 average of 316 bpd. The
company is drilling and bringing on addi-
tional wells.

Hilcorp’s McArthur River field, Cook
Inlet’s largest, averaged 4,671 bpd in
September, down 6.3 percent, 313 bpd,
from an August average of 4,984 bpd and
down 18 percent from a September 2017
average of 5,699. 

Middle Ground Shoal, also operated
by Hilcorp, averaged 1,494 bpd in
September, down 3.9 percent, 61 bpd,
from an August average of 1,555 bpd, but
up 125.2 percent from a September 2017
average of 652 bpd. 

Redoubt Shoal, operated by Glacier
subsidiary Cook Inlet Energy, averaged
1,201 bpd in September, down 5.5 per-
cent, 70 bpd, from an August average of
1,271 bpd and down 29.5 percent from a
September 2017 average of 1,702 bpd. 

Hilcorp’s Swanson River field aver-
aged 1,221 bpd in September, down 8.6
percent, 114 bpd, from an August average
of 1,335 bpd and down 34 percent from a
September 2017 average of 1,848 bpd. 

Trading Bay, also operated by Hilcorp,
averaged 1,388 bpd in September, down
2.1 percent, 29 bpd, from an August aver-
age of 1,417 and down 30.3 percent from
a September 2017 average of 1,990 bpd. 

West McArthur River, operated by
Glacier’s Cook Inlet Energy, averaged
769 bpd in September, down 12.8 per-
cent, 113 bpd, from an August average of
882 bpd and down 36.5 percent from a
September 2017 average of 1,210 bpd.

ANS crude oil production peaked in
1988 at 2.1 million bpd; Cook Inlet crude
oil production peaked in 1970 at more
than 227,000 bpd. l

PETROLEUM NEWS • WEEK OF NOVEMBER 11, 2018 5

www.alaskasteel.com

6180 Electron Drive
Anchorage, AK 99518

expect more for  
your project delivery
We provide project-focused professional, 
technical, and strategic services to Alaska and 
international clients, in six key practice areas: 
Buildings, Earth & Environment, Energy, 
Industrial, and Infrastructure.
From large projects like Alaska LNG to  
blast-proof facility design on the North Slope,  
exp can provide a team that meets your needs.

+1.907.868.1185

continued from page 2

PRODUCTION UPDATE

l F I N A N C E  &  E C O N O M Y

US crude oil volumes
up; oil price down
August US volumes exceed Russia, making US world’s leading
crude oil producer; records set in Texas, North Dakota, federal Gulf

By KRISTEN NELSON
Petroleum News

Domestic crude oil production topped
11 million barrels per day in August,

the U.S. Energy Information
Administration said in its November Short-
Term Energy Forecast, released Nov. 6. 

“U.S. crude oil production reached a
record milestone in
August 2018, when it
exceeded 11 million
barrels per day for the
first time,” EIA
Administrator Dr.
Linda Capuano said
in a statement accom-
panying the forecast
release. “U.S. pro-
duction has exceeded
EIA’s previous expectations and, as a result,
the short-term outlook now forecasts U.S.
crude oil production to exceed 12 million
barrels per day in 2019,” Capuano said. 

EIA said the August volume was 11.3
million bpd, surpassing 11 million bpd for
the first time. The agency also said August
production was 290,000 bpd higher than
estimated in the October STEO, raising the
agency’s baseline for 2019. EIA said it now
expects U.S. crude oil production to aver-
age 12.1 million bpd in 2019, compared
with an October forecast of 11.8 million
bpd. 

The agency estimates that U.S. crude oil
production averaged 11.4 million bpd in
October, down slightly from September
because of hurricane-related outages in the

Gulf of Mexico. U.S. crude oil production is
projected to average 11.9 million bpd in
2018, up from 9.4 million bpd in 2017. 

Global volumes
EIA said crude oil production in Saudi

Arabia and Russia reached some of the
highest levels in history in October, helping
to offset months of supply losses from Iran
and Venezuela. The oil production declines
in Venezuela have slowed, EIA said, and
estimates of its crude oil exports have
increased. Libyan production resumed at a
rate faster than expected because of
improved security; the country has now
produced more than 1 million bpd for two
consecutive months. 

EIA said Nov. 1 that the U.S. August
production volume of 11.3 million bpd
exceeded the Russian Ministry of Energy’s
estimated August production of 11.2 mil-
lion bpd, making the U.S. the world’s lead-
ing crude oil producer. 

U.S. crude oil production first crossed
the 10 million bpd mark in October 1970
and crossed the 10 million bpd mark again
in November 2017. 

EIA said monthly production reached a
record high in several states in August:
Texas at 4.6 million bpd and North Dakota
at 1.3 million bpd. Record highs were also
recorded in August in New Mexico,
Oklahoma, Colorado and New Mexico.
Federal Gulf of Mexico production also hit
a record high in August at 1.9 million bpd. 

The Permian accounts for some 63 per-

DR. LINDA CAPUANO

see EIA FORECAST page 6
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cent of Texas crude oil production and 95

percent of New Mexico production. 

Crude oil prices
“October 2018 experienced the largest

one-month percentage decrease in crude oil

prices since July of 2016. EIA attributes the

drop to indications of slower global eco-

nomic growth and higher than expected

supplies, as rising crude oil production in

the United States, Saudi Arabia, and Russia

more than offset decreasing production

elsewhere,” Capuano said. 

EIA said Brent crude oil spot prices

averaged $81 per barrel in October, up $2

from September. The agency said that

despite the increase in monthly average

prices, Brent declined from $85 per barrel

Oct. 1 to $75 per barrel Oct. 31. 

Brent is forecast to average $72 per bar-

rel in 2019, $3 lower than previously fore-

cast, the agency said, with West Texas

Intermediate expected to average $65 per

barrel in 2019, $5 lower than previously

forecast. 

“The lower crude oil price forecasts are

partly the result of higher expected crude oil

production in the United States in the sec-

ond half of 2018 and in 2019, which is

expected to contribute to growth in global

oil inventory and put downward pressure on

crude oil prices,” EIA said. 

Natural gas
“The November outlook revises the

forecast up for U.S. dry natural production

in 2019, while the forecast for 2018

increased modestly,” Capuano said. “In

both cases, U.S. dry natural gas production

is poised to set new records in 2018 and

2019 — exceeding an average of 80 billion

cubic feet per day this year and approaching

90 billion next year.”

Domestic dry natural gas production is

estimated to have averaged 86.9 bcf per day

in October, EIA said, up 0.7 bcf from

September. Production is forecast to aver-

age 83.2 bcf this year, up 8.5 bcf from 2017.

“Both the level and growth of natural gas

production in 2018 would establish new

records,” the agency said, with 2019 pro-

duction projected to average 89.6 bcf per

day. 

The agency said it expects strong pro-

duction growth to put downward pressure

on natural gas prices next year, with Henry

Hub spot prices expected to average $2.98

per million thermal units next year, down 4

cents from a 2018 average and down from

a forecast average price of $3.25 in the

fourth quarter of this year. l

continued from page 5
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LAND & LEASING
Division issues Cook Inlet final finding

The Alaska Division of Oil and Gas has issued a final finding of the director for

Cook Inlet areawide oil and gas lease sales. Findings for areawide sales are good for

10 years; this finding covers 2019-28. 

The decision, signed Nov. 2 by Director Chantal Walsh with concurrence from the

Department of Natural Resources commissioner, finds benefits of the Cook Inlet

annual areawide lease sales outweigh possible adverse impacts, and thus best serve

the interests of the state. Parties who have meaningfully participated in the process

by filing written comments can file for reconsideration within 20 calendar days. 

The issuance of the final finding allows the division to hold annual lease sales in

the area for 10 years with issuance of an annual supplement each year as necessary. 

The final BIF is available on the division’s website. 

—PETROLEUM NEWS
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By KRISTEN NELSON
Petroleum News

T he Regulatory Commission of
Alaska has accepted a settlement

agreement, as amended, between Tesoro
Alaska Pipeline Co. LLC and Tesoro
Alaska Co. LLC., over the objections of
the Regulatory Affairs and Public

Advocacy Section in the Attorney
General’s office. 

RCA said in a Nov. 1 order that Tesoro
Alaska Pipeline filed a proposed tariff
increase on May 31, 2017, based on a
2016 test year, for an increase from 61
cents per barrel, a rate which had been in
place for 30 years, to 75.31 cents per bar-
rel. 

The tariff applies to a products pipeline
between Tesoro’s refinery at Nikiski and
Tesoro’s Anchorage terminal. 

RCA opened a docket and established
as a temporary rate the 75.31 cents per
barrel filed rate, inviting the RAPA to par-
ticipate; Tesoro Alaska Co. requested
intervention, which was granted. 

Both Tesoro entities were represented
by the same counsel. 

At a prehearing conference counsel for
the Tesoro entities told the commission
they wanted to find an acceptable way to
end the proceeding without going through
the long and expensive process of fully lit-
igating a rate case. 

Tesoro Alaska is the only shipper —
and the only possible shipper — on the
line, counsel told the commission, and
because it is a products line there are no
royalty or state income tax implications.
The pipeline is regulated because of the
right-of-way lease associated with the
pipeline. 

The settlement
On Nov. 22, 2017, the Tesoro entities

filed a settlement agreement, requesting
that the docket be closed; RAPA objected. 

The settlement agreement was amend-
ed in April based on federal tax changes,
reducing the proposed tariff from 75.31
cents per barrel to 74.43 cents per barrel. 

The Tesoro entities asked that the com-
mission accept the settlement agreement
and close the docket, telling the commis-
sion that all economically impacted par-
ties had signed the settlement agreement
and the public interest did not require con-
tinuation of the proceeding. 

RAPA, however, urged the commis-
sion to reject the settlement agreement
based on public interest, and said Tesoro

needed to prove its tariff was reasonable
and that the proceeding needed to contin-
ue. 

The commission said that the essence
of RAPA’s position what that the public
interest requires the commission to deter-
mine whether the rates agreed on in the
settlement are just and reasonable before
accepting the settlement agreement. 

Commission’s decision 
The commission rejected RAPA’s

argument, saying that “RAPA, in this
instance, has not demonstrated that it has
an interest, economic or otherwise, in this
proceeding such that we should reject the
settlement agreement.” 

The commission said RAPA had not
provided an analysis of Tesoro’s revenue
requirements study “sufficient to demon-
strate that we should reject the proposed
rates as unjust and unreasonable nor has it
provided us with a basis for setting just
and reasonable rates.” 

Many common carriers in the state
operate under settlement agreements the
commission has accepted “without adju-
dication of just and reasonable rates.
RAPA has not provided any information
indicating that those pipelines are operat-
ing in violation of their respective ROW
leases,” the commission said. 

RAPA had asserted that components of
Tesoro’s revenue requirements appeared
to be inconsistent with RCA regulations.
The commission found that assertion
“unsupported and without merit,” and also
said “RAPA has not provided any prece-
dent or valid argument explaining why, in
this instance, we should overturn our
existing precedent and fully adjudicate the
rates proposed in a settlement agreement.”

l P I P E L I N E S  &  D O W N S T R E A M

RCA accepts Tesoro tariff settlement
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EXPLORATION & PRODUCTION
National drilling rig down 1 to 1,067

The number of rigs drilling for oil and natural gas in the U.S. was down by one the
week ending Nov. 2 to 1,067.

At this time last year there were 898 active rigs. 
Houston oilfield services company Baker Hughes reported that 874 rigs targeted

oil (down by one from the previous week) and 193 targeted natural gas (unchanged).
Seventy-three of the rigs were drilling directional holes, 929 were drilling horizontal
holes and 65 were drilling vertical holes. 

Among major oil and gas producing states, Oklahoma was up by three rigs;
Louisiana and New Mexico were each up by one rig.

The rig counts in Alaska, California, Colorado, North Dakota and Wyoming were
unchanged. 

Pennsylvania was down one rig and Texas was down four.
Baker Hughes shows Alaska with five active rigs, unchanged from a year ago. 
The U.S. rig count peaked at 4,530 in 1981. It bottomed out in May 2016 at 404.

—PETROLEUM NEWS
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municipality for a period of 50 years.
Until 2033 the payments would be recov-
ered from the rates charged to customers
in the current ML&P service area, in the
same manner as the payments are dealt
with currently. After 2033 the payments
would be recovered through the rates of
all Chugach Electric customers. The total
50-year PILT commitment by Chugach
Electric amounts to a net present value of
around $166.8 million.

The manner in which the payments
would initially be recovered from the
ML&P service area reflects a commit-
ment by the two utilities not to have the
merger cause an immediate change to
electricity base rates. Presumably, the rate
structures for the two utility areas would
tend to converge over time, eventually
merging as the PILT recovery mechanism
is also merged.

Linkage to Beluga gas
Utility attorneys explained to the com-

missioners that the PILT mechanism is
also linked to the proposed mechanism
for handling the accounting of natural gas
obtained from the Beluga River field.

Both ML&P and Chugach Electric own
significant working interests in the field
and obtain a substantial amount of their
fuel gas from the field. But ML&P owns
a higher proportion of the field than
Chugach Electric, and each utility has its
own protocol for pricing the gas. The con-
sequence is that the cost benefit from the
use of Beluga gas is higher for ML&P
customers than for Chugach Electric cus-
tomers.

The idea is that, following the merger,
the accounting of the gas would remain
separate for the two utility service areas,
continuing the current procedures and
enabling customers within the ML&P
service area to continue to enjoy the ben-
efits of relatively cheap gas. Again, the
idea is to engineer the takeover without
any immediate impact on electricity rates.
Attorneys commented that the benefit of
cheap gas in the ML&P area would be
offset by the need to continue to fund
PILT payments.

And, again, this dual arrangement for
gas accounting would merge in 2033, in
synchronization with the merging of the
PILT arrangements.

Legal issues?
A potential legal issue arises over the

PILT payments because by law, as a

member-owned cooperative, Chugach
Electric is not required to pay property
taxes. Attorneys commented that,
although a utility of this type cannot be
compelled to pay taxes, there are legal
precedents for agreements where PILT-
type payments are made.

Commissioner Antony Scott ques-
tioned whether the PILT payments would
be viewed as a type of “acquisition
adjustment” for the ML&P purchase — in
general, except in special circumstances,
acquisition adjustments cannot be recov-
ered through rates, he said.

Attorneys reiterated that ML&P
already makes PILT payments, and that
these payments would simply be trans-
ferred to Chugach Electric. Moreover, the
transfer of the PILT payments is ultimate-
ly to the benefit of Anchorage electricity
consumers, they said. Without the contin-
uing revenue from PILT, the Municipality
of Anchorage would not be willing to sell
ML&P. And, without the sale of ML&P to
Chugach Electric, consumers would not
see the cost benefits achievable as a con-
sequence of the merger of the two utili-
ties.

Questions over rate rises
The commissioners’ concerns regard-

ing their ability to ensure acceptable elec-

tricity rates result from a commitment by
the utilities not to raise base rates as a
consequence of the ML&P purchase. The
worry is that this may limit in some way
a rate ruling that the commission can
make.

Attorneys for the utilities commented
that this component of the deal would be
to the benefit of consumers and would not
impact the commissioner’s ability to reg-
ulate the rates. Some discussion revolved
around the question of how practical it
might be to distinguish components of a
base rate change not related to the ML&P
purchase.

Concern was also expressed that it
needs to be clear to customers that the
rates in question are base rates, and do not
include the recovery of fuel costs.
Moreover, given the impacts of inflation,
it is likely that electricity rates will
increase over time, regardless of the
ML&P purchase. However, given the
economies of scale and efficiencies that
can result from the utility merger, rates
would rise less rapidly than they would, if
the utilities remain separate, the utilities
said.

“We would not be here today if we
didn’t think there were substantial sav-
ings from consolidating these two utili-
ties,” Thibert told the commission. l
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RCA investigating ML&P Beluga gas use
Commission raises questions over use of gas for economy power sales and over costs associated with the Cook Inlet gas field

By ALAN BAILEY
Petroleum News

T he Regulatory Commission of Alaska has launched an
investigation into the way in which Anchorage elec-

tric utility Municipal Light & Power uses natural gas fuel
from the Beluga gas field. The utility’s 56.67 percent own-
ership interest in the field provides the utility with a rela-
tively low-cost gas supply. But the RCA worries whether
the utility is using this low-cost gas in a manner appropriate
to the regulatory approval of its gas field acquisition.

ML&P originally acquired interests in the Beluga field
in 1996. The Alaska Public Utilities Commission, the
equivalent agency at that time to the RCA, approved the
purchase on condition that ML&P’s ratepayers would be
the ultimate beneficiaries of the field ownership. ML&P
more recently increased its ownership interests in the field,
when ConocoPhillips sold its field interests to ML&P and
Chugach Electric Association. 

ML&P’s ratepayers gain benefits because the use of rel-
atively cheap gas reduces the cost of electricity. In addition,
ML&P can sell some of its gas to other utilities, placing the
profits from these sales into a fund for future use in main-
taining the Beluga field and in reducing the cost of electric-
ity for future ML&P ratepayers. ML&P also accumulates
savings in a fund that will eventually be used for the decom-
missioning of the gas field.

ML&P has an approved method for determining the
effective price of its Beluga gas.

Economy energy sales
The RCA is particularly raising questions over the use of

Beluga gas as fuel in what are referred to as economy ener-
gy sales, the sale of relatively cheap power to other utilities.
All Railbelt electric utilities participate in these economy
energy sales, in the interests of reducing the cost of electric-
ity for consumers. But the use of some Beluga gas in the
generation of power for delivery to other utilities appears to

benefit those utilities, and not the ML&P ratepayers, as
required by the APUC’s original stipulation, the RCA sug-
gests. Moreover, the use of gas in this way reduces the
amount of gas that can be sold to generate revenues for
placement in the fund that will benefit future ML&P
ratepayers.

The RCA questions whether it would be more appropri-
ate, when accounting for Beluga gas used for power gener-
ation for other utilities, to price the gas using the opportuni-
ty cost to ML&P ratepayers of not having the gas for their
own use, rather than using ML&P’s internal Beluga gas
price. ML&P’s internal price is substantially below the cur-
rent market price for gas from the Cook Inlet basin.

In addition, the occasional use of one of ML&P’s less
efficient power generation units in support of economy
energy sales further distorts the economics of those sales,
the RCA suggests.

see BELUGA GAS page 10
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RCA said RAPA has not pointed to any
previous instance where the commission
has done that. “In fact,” the commission
said, “most of the pipeline settlement
agreements currently in place contain no
evaluation as to whether the rates are just
and reasonable or whether the revenue

requirement was calculated in compliance
with all of our regulations.” 

The commission also said that “RAPA
has failed to demonstrate who would ben-
efit from our rejection of the settlement
agreement,” and said it agreed with
Tesoro that there would be no beneficiar-
ies to a settlement rejection. l

continued from page 8

TARIFF SETTLEMENT

Other questions
Other questions that the RCA raises

include issues around whether an artificially
low internal ML&P price for its Beluga gas
distorts the dynamics of supply and demand

in the Southcentral electricity market. The
commission questions whether falling gas
production from the Beluga field will result
in a shortfall in the savings for field decom-
missioning. And the commission also ques-
tions whether ML&P is earning a high
enough interest rate on those savings. l

continued from page 9
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Exxon 3Q profit surges on higher prices
By DAVID KOENIG

Associated Press Business Writer

Higher oil prices propelled Exxon’s third-quarter
profit up 57 percent to $6.24 billion despite another

drop in production. 
It was Exxon’s best third quarter since 2014, when the

effects of a collapse in oil prices had not yet been felt,
and a sign that Big Oil is coming back. Rival Chevron
Corp. reported a doubling of quarterly profit, to $4 bil-
lion. 

Citi analysts said Exxon showed improved results
Nov. 2 in both its production and refining segments,
which “helps support the case that the business is turn-
ing.” 

Oil companies are being boosted by rising crude

prices. Brent, the benchmark for international oil, is up
about 16 percent from a year ago, even with a dip in the
last month, and the U.S. standard, West Texas intermedi-
ate, is up about 13 percent. 

Shares of Exxon Mobil Corp. rose $1.28 to close at
$81.95. 

Production down
While profit soared, Exxon’s production continued to

slide. Overall output declined 2.4 percent compared with
last year’s third quarter largely because of falling pro-
duction of natural gas in the United States and Europe.
That continued a theme of the past couple years, in
which the oil giant has struggled to maintain its produc-
tion pace. 

Still, it was an improvement over weak second-quar-

ter production. And it was better than analysts expected,
breaking a string of six straight misses on quarterly pro-
duction, according to CFRA Research. 

Exxon, like other oil giants, cut investment in big
projects after prices began to collapse in mid-2014. It
also suffered setbacks on some projects. Earlier this year,
Exxon dropped a major oil-exploration deal in Russia
after U.S. sanctions against Russia prevented the compa-
ny from expanding the project. 

As oil prices have rebounded, Exxon has increased
capital spending. The company is upbeat about its
prospects off the coast of Guyana, where it has drilled
several exploratory wells, and Brazil, where it has
increased its stake in an offshore basin to about 2.3 mil-
lion acres. ExxonMobil will be the operator and own a

see EXXON PROFITS page 13

BUILDING ALASKA’S RESOURCE INDUSTRIES
Our innovative solutions and experience in Alaska construction and 
maintenance are second to none. From the Kenai Peninsula to the farthest 
reaches of the North Slope, CONAM has been there and built that.

Anchorage | Kenai | Deadhorse | www.conamco.com | 907-278-6600

OIL & GAS CONSTRUCTION | MINING CONSTRUCTION | POWERPLANT CONSTRUCTION |  
PIPELINE CONSTRUCTION | REMOTE VILLAGE INFRASTRUCTURE | TELECOMMUNICATIONS |  

DESIGN BUILD & EPC | GENERAL CONTRACTING | PROFESSIONAL PLACEMENT

Commitment to Safety & Quality
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http://www.securityaviation.biz
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WELDING SUPPLIES
Lincoln Miller Milwaukee
Stoody Tweco Thermal
Mathey ESAB Norton

& Victor Gas Equipment

CYLINDER GASES
Industrial, Blueshield Productivity Mixes, Medical and Specialty

Cylinders for rent, lease, and purchase

BULK LIQUID GASES
Oxygen, Nitrogen, Argon, Carbon Dioxide, and Dry Ice

Toll Free 800 478.1520
Anchorage - 6415 Arctic Blvd. • 907 562.2080
Fairbanks - 2089 Van Horn Rd. • 907 452.4781
Homer - 1104 Ocean Dr. #3 • 907 235.0693
Kenai - Mi. 15.1 Spur Hwy. • 907 283.7141
Wasilla - 301 Centaur Ave. •  907 376.6000
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CUTTING BOXES   
BOTTLE RACKS 
DRUM RACKS   

TANKS  

PALLET RACKS  
CARGO BOXES   

CARGO BASKETS 
ON-SITE SPILL UNITS 

 

 

 
 

PRESERVATION
SERVICES

API 2 CCU STANDARD

For orders call: 
907-283-0580

42134 Kenai Spur Hwy. NFC & GPS

UTILITIES
RCA orders filing of board resolutions

The Regulatory Commission of Alaska has ordered Railbelt electricity utilities
that have not already done so to file by Nov. 9 copies of board resolutions author-
izing the formation of a Railbelt Reliability Council and of a regional transmis-
sion company for the Alaska Railbelt electricity grid. The order follows a request
during the commission’s Oct. 24 public meeting that the utilities file these resolu-
tions with the commission. So far Chugach Electric Association, Golden Valley
Electric Association and Homer Electric Association have filed resolutions, but
Matanuska Electric Association, Municipal Light & Power and the City of
Seward have not yet done so, the commission said.

The commission has also ordered the six Railbelt utilities to file reports by
Nov. 21 with data regarding economy energy and spin transactions for the sum-
mers of 2017 and 2018. This type of reporting had also been discussed during the
Oct. 24 meeting. Economy energy transactions relate to the interchange of rela-
tively low-cost power between the utilities, while spin transactions relate to the
provision between the utilities of spinning reserves, reserve power used to main-
tain the continuity of electricity supplies.

The commission has been encouraging voluntary efforts by the utilities
towards a more unified approach to the operation of the Railbelt electrical system
and is gearing up for the preparation of a report on the topic to be submitted to the
state Legislature around the turn of the year.

—ALAN BAILEY

Interior disburses Alaska energy revenues
The U.S. Department of the Interior has disbursed $35 million in federal ener-

gy revenues to Alaska for fiscal year 2018, the department has announced. That
represents a $23-million increase over last year. Interior collects oil and gas rev-
enues from federal land such as the National Petroleum Reserve-Alaska in the
form of bonus bids and rents for land leasing, and from royalties on oil and gas
production. In the case of NPR-A, for example, 50 percent of the revenues are
disbursed to the State of Alaska — this money has to be used for designated pur-
poses, rather than going into the state’s general fund. Under federal and state
laws the funds are used for a variety of purposes, in particular to help finance
projects conducted by North Slope communities impacted by NPR-A oil and gas
activities.

In total, for the entire United States, Interior disbursed $8.93 billion in energy
revenues for fiscal year 2018, an increase of nearly $1.82 billion from the previ-
ous year. Interior attributes the increase to the rising price of oil and rising oil
production. The agency also credits expedited permitting, streamlined regula-
tions, and stepped up oil and gas demand for the increase.

“President Trump’s energy dominance strategy is paying off and local com-
munities across America are the beneficiaries,” said Interior Secretary Ryan
Zinke. “Trump administration policies like reforming and reducing regulatory
burdens and broadening access to the nation’s oil, gas and coal resources have
made America the largest oil and gas producer in the world.”

—ALAN BAILEY

GOVERNMENT

http://www.fairweather.com
http://www.spealaska.org
http://www.tanks-a-lotinc.com
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WHATEVER

WHENEVER

WHEREVER

judypatrickphotography.com
Creative photography for the oil & gas industry.

907. 258.4704

l  P I P E L I N E S  &  D O W N S T R E A M

Tribe challenges Corps pipeline findings
By BLAKE NICHOLSON

Associated Press

T he Standing Rock Sioux tribe is challenging new gov-
ernment conclusions that the $3.8 billion Dakota

Access oil pipeline poses no significant environmental
threats to American Indian tribes in the Dakotas. 

The Army Corps of Engineers in August finished more
than a year of additional study ordered by a federal judge.
The agency said the work substantiated its earlier determi-
nation that the chances of an oil spill are low, any impacts
to tribal hunting and fishing will be limited and that the
project does not pose a higher risk of adverse impacts to
minority and low-income people. 

The Standing Rock Sioux tribe, which is leading a four-
tribe lawsuit against the four-state pipeline built by Texas-

based Energy Transfer Partners, in court documents filed
Nov. 1 asked a federal judge to reject the findings. 

“The corps has conducted a sham process to arrive at a
sham conclusion, for the second time,” tribal Chairman
Mike Faith said in a statement. 

The pipeline has the capacity to move half of the oil pro-
duced daily in North Dakota, the nation’s second-leading
producer behind Texas. It passes just north of the Standing
Rock Reservation, beneath a Missouri River reservoir that
is the tribe’s water source. 

The pipeline has been moving North Dakota oil through
South Dakota and Iowa to a shipping point in Illinois since
June 2017. That same month, U.S. District Judge James
Boasberg ruled that the Corps largely complied with envi-
ronmental law when permitting the pipeline but needed to
do more study of its impact to tribal rights. The Corps filed

its work with the court in late August. 
Standing Rock’s challenge says the Corps “failed to

grapple with extensive technical input provided by the tribe
and others undermining its conclusions.” The major exam-
ple the tribe offered is information it says shows the Corps
has underestimated the risk and impact of an oil spill. 

The tribe continues to maintain that the only lawful way
to resolve the matter would be through a full environmental
study that includes consideration of route alternatives. 

The Corps had planned to do a more extensive environ-
mental study before President Donald Trump took office
in January 2017 and pushed through completion of the
stalled project. The agency said in court documents in
August that the additional study concluded a more thor-
ough review is unwarranted. The tribe asks Boasberg to
reject that conclusion. l

l I N T E R N A T I O N A L

Turkey O&G search could stoke tensions
ASSOCIATED PRESS

T urkey embarked on a search for oil and gas in the east
Mediterranean Oct. 31 in a move that could stoke

regional tensions, with the country warning it would thwart
“unilateral, illegitimate and unfair” actions against its inter-
ests. 

The drillship “Conquerer” — named after Ottoman
Sultan Mehmet, who conquered Constantinople — began
exploratory drilling off Antalya, on Turkey’s southern coast. 

The country is asserting itself in the east Mediterranean
to signal that it won’t be left out of a potential offshore gas
bonanza as neighboring Cyprus is poised to renew
exploratory drilling off its southern shores. ExxonMobil is
scheduled to start drilling in one of 13 blocks inside
Cyprus’ exclusive economic zone by year’s end. 

Turkey doesn’t recognize Cyprus as a state and opposes

its gas search, which it says infringes on its rights to oil and
gas reserves and ignores the rights of breakaway Turkish
Cypriots to the ethnically split island’s natural resources.
Turkey also says that its continental shelf overlaps part of
Cyprus’ exclusive economic zone. 

Cyprus was divided in 1974 when Turkey invaded in
response to a coup by supporters of union with Greece.
Only Turkey recognizes a declaration of independence by
Turkish Cypriots in the island’s north, where it maintains
more than 35,000 troops. 

“We would protect until the end our and the Republic of
Northern Cyprus’ rights ... against those attempting to take
unilateral, illegitimate steps that are unfair to Turkey,” said
Turkey’s Energy and Natural Resources Minister Fatih
Donmez during a tour of the “Conquerer” Oct. 30. 

In February, Turkish warships prevented a drillship from
carrying out exploratory drilling southeast of Cyprus, where

Italian company Eni is licensed to search for gas. Days ear-
lier, Eni had announced a significant find southwest of
Cyprus. 

Tiny Cyprus, with a population of just over a million
people, rejects Turkey’s claims. It says its gas search is fully
in line with international law and says Turkey is trying to
create a crisis to undermine Cyprus’ energy program. 

Cypriot government spokesman Prodromos
Prodromou said any potential wealth from newly discov-
ered gas deposits belongs to all Cypriots — both Greek
Cypriot and Turkish Cypriot — and will be shared once
a peace accord reunifying the island is reached. 

France’s Total is also licensed to drill off Cyprus’
southern coast. In 2011, Texas-based Noble Energy dis-
covered a field estimated to hold 4.5 trillion cubic feet of
gas. l

http://www.judypatrickphotography.com


64 percent stake in the Brazilian block. 
At home, Exxon has stepped up activ-

ity in the oil-rich Permian Basin of Texas
and New Mexico. Chairman and CEO
Darren Woods said the company expects
to increase output over time as it increas-
es drilling in the Permian and starts
pumping oil and gas from new projects. 

Exxon’s drilling in the U.S. is increas-
ingly “unconventional” in nature, using
hydraulic fracturing and horizontal
drilling to pull more oil and gas from
shale formations underground. The shale
revolution, as it is called, has pushed U.S.
production to record levels and made the
United States the world’s leading oil pro-
ducer, ahead of both Russia and Saudi
Arabia. 

Unconventional drilling is more
expensive, however, and some analysts
believe that shale output will be under
pressure if a very recent dip in oil prices
continues. 

The U.S. benchmark has retreated
from around $76 to about $63 since early
October. If oil falls much further, energy
analyst Phil Flynn said Nov. 2, “you can
forget about increasing shale output in the
future. Most shale oil producers were
having a hard time making money when
prices were above $70.” 

Asset sales possible
Senior Vice President Jack Williams

told analysts that as new projects come
online, Exxon will consider selling other
oil and gas assets in North America that
“might be worth more to somebody else
than it is to us.” He declined to name
facilities that might be sold or say how
quickly that could happen. 

Exxon, based in Irving, Texas, earned
$1.46 per share. Unlike many companies,
Exxon does not adjust its earnings per
share to exclude one-time gains such as
the sale of about 1,000 Esso service sta-
tions in Germany. It received proceeds
from that sale on the last day of the quar-
ter, part of $1.5 billion in asset sales dur-
ing the period. The average forecast
among seven analysts surveyed by Zacks
Investment Research was for earnings of
$1.21 per share. 

Revenue rose 25 percent to $76.61 bil-
lion in the period. Three analysts sur-
veyed by Zacks expected $72.45 billion. 

Exxon shares have fallen 2 percent
since the beginning of the year, compared
with a 2 percent rise in the Standard &
Poor’s 500 index in that time. l
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Experts in Resource Development 
and Heavy Civil Construction

37 years
BUILDING ALASKA
F O R  M O R E  T H A N

Cruz Construction | Specialized Transport & Rigging

Alaska Interstate Construction | Cruz Energy Services | Cruz Marine
A CIRI Company A CIRI Company

TELECOMMUNICATIONS AT
WORK IN ALASKA

Telecom Engineering

Project Management

Two-way Radio Systems

Microwave & Satellite Systems

Fiber Optics & Network Cabling

FCC Licensing

Tower Construction & Inspection

(907) 751-8200       www.nstiak.com

The employees of NANA WorleyParsons and its subsidiary 
Kairos, LLC specialize in engineering and design disciplines, 
as well as support services. Our team is made up of people 
with the expertise our customers rely on every day.

Resourceful. Reliable. Innovative.

Our people 
make the 
difference.

For more information, visit: nanaworleyparsons.com  or kairos-nwp.com                                                                tion, visit:ormae infor morF     tion, visit: om.cyparsonsleorwnana    om om.cwpos-nairkor    

continued from page 10

EXXON PROFITS PIPELINES & DOWNSTREAM
Fort Berthold landowners sue oil company

A group of landowners from the Fort Berthold Indian Reservation is accusing a
crude oil company of trespassing in a lawsuit that seeks compensation for a pipeline
that crosses their land. 

Former Mandan, Hidatsa and Arikara Nation chairman Tex Hall recently
announced a federal lawsuit against Andeavor, formerly known as Tesoro, the
Bismarck Tribune reported. Andeavor recently merged with Marathon Petroleum. 

A pipeline that transports crude oil to the Marathon Petroleum Mandan Refinery
crosses 64 acres within the reservation, Hall said. The tribe owns about 26 acres of the
land, while the rest is owned by landowners or allottees, he said. 

The company’s easement agreement with the allottees expired in 2013 and talks to
re-negotiate fell apart, according to Hall. 

The lawsuit alleges the company is trespassing by operating the pipeline without
authorization from landowners or the Bureau of Indian Affairs. 

“All of these landowners have finally decided enough is enough,” Hall said, adding
that about 450 landowners are affected. 

Destin Singleton, a spokeswoman for Marathon Petroleum Corp., declined to com-
ment on the pending litigation. 

The complaint seeks a jury trial to determine compensation for trespassing and
other damages. The lawsuit also requests $128 million to be put into a constructive
trust for the plaintiffs and allottees.  The group filing the complaint also wants a cease-
and-desist order for the operation and the immediate removal of the pipeline.

—ASSOCIATED PRESS

http://www.nanaworleyparsons.com
http://www.nstiak.com
http://www.petroleumnews.com
http://www.cruzconstruct.com
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NEED TO STRETCH 
YOUR DOLLAR?

Becoming a contracted advertiser 
To become a Petroleum News ‘contracted advertiser’ you simply have to agree to run 12 ads of any size over a 12-month period. 
In return we’ll give you this additional marketing exposure:

Exposure in the weekly Petroleum News 

  • You make the List
  • Your employees are spotlighted
  • Your news gets in Oil Patch Bits
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Schaeffler centers in on bearing replacement in video 
Motion Industries, a lead-

ing distributor of industrial
maintenance, repair and
operation replacement parts,
is pleased to announce the
release of another MiHow2
video. The goal of the video
series is to provide instruc-
tion to viewers to help them
with their practical applica-
tions. 

The video shows how to
avoid jamming the bearing at
one end when replacing
bearings in a pillow block housing. “How to Maintain Bearing and Pillow Block Centers
When Replacing Bearings” was filmed with the help of Schaeffler, a key Motion Industries
supplier. The video can now be viewed on the new MiHow2.com under the MiHow2 head-
ing. 

“Equipment efficiency starts with proper installation of parts,” said Randy Breaux,
Motion Industries’ senior vice president, southern U.S. operations, corporate marketing and
strategic planning. “Proper bearing installation also cuts down on frustration levels as
well.” 

Each MiHow2 video is filmed in a workshop or appropriate off-site setting and features
Motion Industries’ energetic and knowledgeable host, Tom Clark. 

The series is also available for viewing via Facebook and YouTube. Additional MiHow2
and Tom’s Toolbox videos are scheduled to be posted in coming weeks. For more informa-
tion visit www.motionindustries.com. 

Y-Tech Services Inc. awarded DLM contract
Y-Tech Services Inc., a subsidiary of Yulista Holding LLC, has been awarded the MH-60T

rotary wing aircraft depot level maintenance support services contract for the United
States Coast Guard. Y-Tech Services will support the USCG Aviation Logistics Center
Medium Range Recovery product line and other support divisions such as the ALC’s indus-
trial operations division by providing a full range of DLM services including, Aircraft disas-
sembly and component repair and support. The MH-60T mission includes search and res-
cue, combat support, law enforcement, international ice patrol, marine environmental pro-
tection, and marine resource conservation. Y-Tech Services will perform DLM for approxi-
mately 14 aircraft annually ensuring continued mission performance. 

Y-Tech is fulfilling the U.S. Coast Guard’s continuing requirement for aircraft mainte-
nance at the USCG ALC in Elizabeth City, North Carolina. 

Editor’s note: All of these news items — some in expanded form — will appear in
the next Arctic Oil & Gas Directory, a full color magazine that serves as a marketing
tool for Petroleum News’ contracted advertisers. The next edition will be released in
March.
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All of the companies listed above advertise on a regular basis 
with Petroleum News

Business Spotlight
Cruz Construction, Inc.Cruz Construction is a general contractorexperienced in remote exploration support andlarge-scale heavy civil projects. Its extensivelogistical capabilities get the right people andequipment where they are needed. CruzConstruction has been designated a 10-year“first responder” for the Alaska Division ofEmergency Services due to the company’s abilityto mobilize statewide on extremely short notice.Jeff Miller graduated from Oregon StateUniversity (construction engineering manage-ment, business degree) and worked for WilderConstruction three years before joining the Cruzoperation in 2004. Jeff and wife Monica havetwo daughters and a son; dad has great funcoaching their athletic teams. He also loves working and playing outdoors, and his fre-

quent wintertime pratfalls provide great entertainment to bystanders.
—PAULA EASLEY

Jeff Miller, senior project manager
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Opti Staffing Group is the premier, full servicepersonnel provider in the marketplace. It was found-

ed on one principle alone: Individuals are the cata-lyst behind the success of any organizations goalsand objectives, and therefore are the key asset that
any organization possesses. Placing the individual at
the center of focus for Opti Staffing Group’s ownobjectives and its internal employees’ career goals,maintaining this regarding the aspirations of thecandidates it represents, and finding the right match

between a client’s organizational goals and the peo-
ple it hires, has led to a higher rate of success thanother personnel providers and embodies OptiStaffing Group’s motto: “Our success is determined by your success!”

Founded by Avonly Lokan, a long time Anchorage resident along with her husband and

daughter, this way of doing business has led to the expansion of this business model and its

success rates in the Pacific Northwest and continues to challenge traditional thinking about

staffing and the role individuals play within the employment arena.

—PAULA EASLEY

Avonly Lokan, founder
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ASRC Energy Services 

promotes Steve Gasser

ASRC Energy Services Inc. is pleased to announce the promo-

tion of Steve Gasser as the general manager for the company’s Fab-

rication and Construction division. Gasser

will be responsible for the day-to-day opera-

tions of North Slope construction group, and

the Anchorage and Kenai fabrication facili-

ties.
Gasser is a graduate of the Rensselaer

Polytechnic Institute where he earned a Mas-

ter of Science in Engineering Science Man-

agement. In addition, he is a certified project

management professional with 15 years of

project management experience. Prior to his

new role, Gasser was manager of projects, en-

gineering manager, and engineering, procurement, fabrication, and

construction manager. He has been with AES since 2008.

McGillie joins Global Diving & Salvage Inc.

Global Diving & Salvage Inc. has hired Anita McGillie to lead the

Human Resources Group as human resources manager. Based in

Global’s corporate headquarters in Seattle,

Wash., she will direct Global Diving’s Human

Resources Group in the development of HR

policies and compliance, ongoing company-

wide recruitment efforts, spearhead the EEO

and diversity programs as well as administer

Global’s employee benefit programs. 

McGillie joins Global Diving from the

media and commercial printing business and

was previously the HR director for a com-

pany that had up to 1,100 employees, and op-

erated in five states across the U.S. 

“We are very excited to add Anita to the

Global family. She brings over 13 years of experience in all phases

of Human Resources, including Benefits, Employee Engagement,

Management Training, Performance Management, and Policy Devel-

opment,” said Vice President Trinity Ng-Yeung.

GCI welcomes Harrier

GCI recently welcomed J.J. Harrier to its team as commercial

marketing manager. He will help oversee the commercial market-

ing department, including public relations

and communications for the large telecom-

munications company.

Prior to joining GCI, Harrier was vice pres-

ident and communications director for the

Anchorage Chamber of Commerce, where he

was employed since 2008. 

In this capacity, he was responsible for the

organization’s program and event branding,

media communications, publications and or-

ganizing the weekly “Make it Monday” fo-

rums. 
Before joining the Anchorage Chamber, Harrier was features edi-

tor for the Frontiersman, the Mat-Su Valley’s thrice-weekly newspa-

per. He studied journalism and public communications at the Uni-

versity of Alaska Anchorage, where he received a Bachelor of Arts

degree in 2001, and has a background in print journalism, writing

numerous features articles for the Anchorage Press and outside

freelance projects.

He currently serves on the board of directors for the School

Business Partnership and Identity Inc.

CH2M HILL announces Clemenz promotion

CH2M HILL, a global full-service consulting, design, construction

and operations firm, announced as part of its rapidly growing en-

ergy and chemicals portfolio the promotion of Bryan Clemenz to

vice president of Program and Project Development Alaska, the

company’s Energy and Chemicals Business Group. 

Clemenz has served over 27 years in the petroleum industry

and joined CH2M HILL in an engineering leadership capacity in

2007. He maintains his professional engineering registration for

both Alaska and South Carolina and has served in various leader-

ship roles throughout his professional career including engineering

manager, program manager, and business and project development

manager. Currently he serves as president of the International Soci-

ety of Automation Alaska Section, is an active member of the Gov-

ernment Affairs Industry Relations committee for the Alaska

Industry Support Alliance, and serves as vice chair on the Univer-

sity of Alaska Fairbanks College of Engineering and Mining Advisory

Vigor Fab delivers Harley Marine’s

newest AK barge

Vigor Fab has delivered Harley Marine Services’ newest

vessel, the 250-foot by 70-foot by 15-foot 8-inch Iliuliuk Bay

deck barge. Iliuliuk Bay, an Aleut name meaning big island,

was purpose built to enhance quality of service provided to

customers living and working in Alaska. 

Iliuliuk Bay entered service Nov. 3 in Dutch Harbor.

Her unique design provides a flexible workhorse that can

easily switch between containers and other cargo to serve

the diverse needs of Harley Marine’s customers. 

She will transport a wide variety of cargo between Dutch

Harbor and neighboring islands. 

The barge, designed by Jensen Maritime Consultants and

built at Vigor’s Swan Island Shipyard in Portland, Ore., houses

a Manitowoc 4100 Vicon Series crawler crane, D rings to se-

cure 40-foot ocean containers up to three high and eight

lashing bars running fore and aft for other cargo such as

heavy construction machinery or general equipment.

STEVE GASSER

ANITA MCGILLIE

J.J. HARRIER
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ARCTIC OIL & GAS DIRECTORY • Vol. 19, No. 1In the field with GeoFORCE AlaskaUAF program brings textbook geology to life, encouraging high school students from the North Slope to pursue STEM degrees

Lecture at the Grand Canyon. The geology of Alaska and the Lower 48 is spectacu-
lar. Students use many science disciplines to unravel geological puzzles, while get-
ting excited about science and mathematics, and envisioning a place for
themselves in a STEM field.

Drawing the fea-
tures of Checker-

board Mesa atZion National Park,
Utah. Employees
from sponsoring

companies accom-
pany the students
on the trip, help-
ing the students
grasp geologicalconcepts, and serv-

ing as mentors for
the interested

young scientists.

Hiking on the Matanuska Glacier, 2012.  2013 GeoFORCE Alaska sponsors:
Arctic Slope Regional Corporation (ASRC), ASRC Energy Services, GRANITE
Construction, Great Bear Petroleum, ExxonMobil, Olgoonik, Schlum-
berger, Shell, Statoil, and SolstenXP. Please contact GeoFORCE Alaska for
more information on how you can help fund the student experience.
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Active companies

Advertising

The Local Pages

TLP is dedicated to making The Best Phone

Book in Town. We focus primarily on smaller

communities, providing personalized, in-depth

information specific to each coverage area.

Air Passenger/Charter & Support

Alaska Air Cargo

Horizon Air Cargo

Award winning cargo services to more places,

more often, with more lift to, from, and

within the state of Alaska.

Bald Mountain Air Service Inc. 

Bald Mountain Air Service specializes in off air-

port operations supporting mining, oil & gas

exploration and tourism. Twin and single tur-

bine powered DeHavilland Otters. 

Egli Air Haul

Serving Alaska since 1982, we perform a wide

variety of flight operations, including helicop-

ter and airplane charter, aerial survey, and spe-

cialized operations such as external load work,

powerline maintenance, aerial filming and

videography.

Last Frontier Air Ventures

Helicopter support statewide for mineral ex-

ploration, survey, research and development,

slung cargo, video/film projects, telecom sup-

port, tours, crew transport, heli skiing. Short

and long term contracts.

Lynden Inc. 
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Exposure in the semiannual Arctic Oil & Gas  Directory

• Your news gets featured
•  Company photos promote

your business
•  You’re included in the

buyer’s guide

STANDLAONE PHOTOS

Exposure in co-op ads for your customers

As a contracted advertiser your company would be listed in the co-op ads that 
run at least 12 times a year in Petroleum News, congratulating oil companies for 
new discoveries, field start-ups, entering Alaska, and welcoming new oil company 
presidents or managers to the state.

ABR

AECOM Environment

aeSolutions

Air Liquide

Alaska Clean Seas (ACS)

Alaska Dreams

Alaska Frontier Constructors (AFC)

Alaska Marine Lines

Alaska Metrology & Calibration Services

Alaska Railroad

Alaska Rubber

Alaska Steel Co.

Alaska Textiles

Alaska West Express

Alpha Seismic Compressors

American Marine

Arctic Controls

Arctic Slope Community Foundation

Arctic Slope Telephone Assoc. Co-op.

Arctic Wire Rope & Supply

ARCTOS

Armstrong

ASRC Energy Services

AT&T

Automated Laundry Systems & Supply

Avalon Development

BP

Bald Mountain Air Service

Bombay Deluxe

Bowhead Transport

Brooks Range Supply

Calista Corp.

Canrig Drilling Technology

Carlile Transportation Services

Chevrolet of South Anchorage

CH2M
CHI Aviation

ClearSpan Fabric Structures

CN Rail

Colville Inc.

Computing Alternatives

CONAM Construction

ConocoPhillips Alaska

Construction Machinery Industrial

Cook Inlet Energy

Crowley Solutions

Cruz Construction

Delta Leasing

Denali Industrial

DET-TRONICS

Dowland-Bach Corp.

Doyon Anvil

Doyon Drilling

Doyon, Limited

Doyon Universal Services

Egli Air Haul

exp Energy Services

F. Robert Bell and Associates

Fairweather

Flowline Alaska

Fluor

Foss Maritime

Fugro

GBR Oilfield Services

GCI Industrial Telecom

Global Diving & Salvage

Global Geophysical Services

GMW Fire Protection

Golder Associates

Greer Tank & Welding

Guess & Rudd, PC

Harley Marine Services

Hawk Consultants

HDR Alaska

Inspirations

Judy Patrick Photography

Kenworth Alaska

Kuukpik Arctic Services

Last Frontier Air Ventures

Learn to Return

Lounsbury & Associates

Lynden Air Cargo

Lynden Air Freight

Lynden Inc.

Lynden International

Lynden Logistics

Lynden Transport

MagTec Alaska

Mapmakers of Alaska

MAPPA Testlab

Maritime Helicopters

Motion Industries

Nabors Alaska Drilling

Nalco

NANA WorleyParsons

Nature Conservancy, The

NEI Fluid Technology

Nordic Calista

North Slope Telecom

Northern Air Cargo

Northwest Linings

Opti Staffing Group

Pacific Alaska Lumber

Pacific Pile

PacWest Drilling Supply

Parker Drilling

PENCO

Petroleum Equipment & Services

Polyguard Products

PND Engineers Inc.

PRA (Petrotechnical Resources of Alaska)

ProComm Alaska

Price Gregory International

Resource Development Council

Ravn Alaska (formerly Era Alaska)

SAExploration

SAFWAY

Siemens Industry, Inc.

Sophie Station Suites

STEELFAB

Stoel Rives

Taiga Ventures

Tanks-A-Lot

The Local Pages

Total Safety U.S. Inc.

TOTE-Totem Ocean Trailer Express

Totem Equipment & Supply

TTT Environmental

Turnagain Marine Construction

UIC Design Plan Build

UIC Oil and Gas Support Services

Unique Machine

Usibelli
Verizon

Vigor Alaska

VION Investments

Volant Products Inc.

Weston Solutions, Inc.

Mr. Quarles, 
welcome to Alaska!

Congratulations on a successful sealift from Korea to Point Thomson

Cory Quarles, a native of Houston, Texas, and an ExxonMobil employee since 1998, is the new Alaska production 

manager for ExxonMobil Production Co., having succeeded Karen Hagedorn, who has taken an assignment in the 

on Sept. 8 after traveling by barge over a 4,000 miles from Korea. Field operator ExxonMobil says production startup 

is expected in 2016.

Hats off to 
ConocoPhillips!

ABR
AECOM Environment
AES Electric Supply
aeSolutions
Air Liquide
Alaska Clean Seas (ACS)Alaska Dreams
Alaska Frontier Constructors (AFC)Alaska Marine Lines
Alaska Metrology & Calibration Services
Alaska Railroad
Alaska Rubber
Alaska Steel Co.
Alaska Textiles
Alaska West Express

All Pro Alaska
Alpha Seismic CompressorsAmerican Marine
Arctic Controls
Arctic Wire Rope & SupplyARCTOS
Armstrong
ASRC Energy Services
AT&T
Automated Laundry Systems & SupplyAvalon Development
Bald Mountain Air ServiceBig Ray’s
Bombay Deluxe
Bowhead Transport
Brooks Range Supply
Calista Corp.
Canrig Drilling TechnologyCarlile Transportation ServicesCH2M
CHI Aviation
ClearSpan Fabric StructuresColville Inc.
Computing AlternativesCONAM Construction
Construction Machinery IndustrialCrowley Solutions
Cruz Construction
Delta Leasing

DET-TRONICS
Dowland-Bach Corp.
Doyon Anvil
Doyon Drilling

Doyon Universal ServicesEgli Air Haul
exp Energy Services
F. Robert Bell and AssociatesFairweather
Flowline Alaska
Fluor
Foss Maritime
Fugro

GCI Industrial Telecom
Global Diving & SalvageGlobal Geophysical ServicesGMW Fire Protection
Golder Associates
Greer Tank & Welding

Harley Marine ServicesHawk Consultants
HDR Alaska
Inspirations
Judy Patrick PhotographyKenworth Alaska
Kuukpik Arctic ServicesLast Frontier Air VenturesLearn to Return
Lounsbury & AssociatesLynden Air Cargo
Lynden Air Freight
Lynden Inc.
Lynden International
Lynden Logistics
Lynden Transport
MagTec Alaska
Mapmakers of Alaska
MAPPA Testlab
Maritime Helicopters
Motion Industries
Nabors Alaska Drilling
Nalco
NANA WorleyParsons

NEI Fluid Technology
Nordic Calista
North Slope Telecom
North Star Equipment Services (NSES)Northern Air Cargo
Northern Energy ServicesNorthwest Linings

PacWest Drilling SupplyParker Drilling
PENCO
Petroleum Equipment & ServicesPolyguard Products
PND Engineers Inc.
PRA (Petrotechnical Resources of Alaska)
ProComm Alaska
Price Gregory InternationalResource Development CouncilRavn Alaska (formerly Era Alaska)SAExploration

Sophie Station Suites
STEELFAB
Stoel Rives
Taiga Ventures
Tanks-A-Lot
The Local Pages
Total Safety U.S. Inc.
TOTE-Totem Ocean Trailer ExpressTotem Equipment & SupplyTTT Environmental
Turnagain Marine ConstructionUIC Design Plan Build
UIC Oil and Gas Support ServicesUnique Machine
Unitech of Alaska
Usibelli
Vigor Alaska
VION Investments
Volant Products
Waters Petroleum

Joe Marushack, president ConocoPhillips Alaska

oil production from your Shark Tooth discovery at Kuparuk Drill Site 2S. Brought in under budget 
at Kuparuk in more than 12 years and is expected 
production. The $475 million project created about 
contractor companies and trades involved.

CO-OP ADVERTISEMENTS

If your annual contract exceeds $7,100

We’ll profile your company  We’ll work with you on a two-page Q&A company profile that will 
appear in the Arctic Oil & Gas Directory. Afterwards, you can frame it or use it as a company 
brochure or flyer.

 We’ll give you free online advertising When Petroleum News readers click on articles each week 
they will see your ad, which will appear in rotation on the current story pages. The size of your 
annual contract determines the size of your online ad.

WEB ADS
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Q. Can you explain who Fugro is to

our readers?

A. Fugro is a global group of compa-

nies specializing in geotechnical, survey,

subsea, and geoconsultancy services. We

provide the people, equipment, expert-

ise, and technology to support responsi-

ble resource development, helping

clients manage risk and avoid uncer-

tainty. We are headquartered in Leid-

schendam, the Netherlands, and have

North American headquarters in Hous-

ton, Texas. Our Anchorage, Alaska, office

serves as a regional hub through which

we deliver Fugro’s global capabilities to

clients statewide.

Q. Where is your company located?

A. Our Alaska office is located in mid-

town Anchorage.

Q. What do you most want people to

know about your company? 

A. Fugro has been working in Alaska

for more than 40 years, performing on-

shore and offshore projects for oil and

gas, mining, sustainable energy, and pub-

lic sector customers. We take great pride

in this history and are committed to con-

tinued success in the state.

Q. What year was the company

founded and by whom? 

A. Fugro was founded

in 1962 by Dutch engi-

neer Kees Joustra,

whose focus was on

foundation technology

and soil mechanics. 

Q. What is your company’s primary

business activity?

A. Fugro is heavily involved in the en-

ergy sector and has been working with

oil and gas companies in Alaska since the

early 1970s. Our services are designed to

support the full project lifecycle, from

exploration to development, through to

production and eventual decommission-

ing. 
We also support a number of survey-

ing and mapping programs in Alaska for

federal and state government agencies.

Examples include hydrographic charting

for the National Oceanic and Atmos-

pheric Administration (NOAA) and air-

borne and satellite based

mapping services in support of

the Alaska Statewide Digital

Mapping Initiative (SDMI).

The resource development

community, along with nu-

merous other stakeholders, benefits from

these public datasets, which aid safe nav-

igation and support preliminary planning

activities such as siting and route investi-

gations.

Q. Are there important projects the

company is currently a part of or has

done recently?

A. We are working on a number of oil

and gas projects in Alaska—both in Cook

Inlet and the Arctic. During the 2014

field season, crews were mobilized in

multiple locations across the state. We

performed onshore and offshore shallow

hazard assessments, assisted with rig

moves, performed pipeline crossing as-

sessments, installed metocean systems,

and acquired and processed data for the

SDMI. 2015 is looking to be another busy

year for us despite the global downturn

in the oil and gas market. As stakeholders

in Alaska’s future, we are grateful for this

continued investment in our state and for

the trust that clients have instilled in us

as partners on these programs.

Q. How many employees does your

company have?

A. Company-wide Fugro employs ap-

proximately 12,500 professionals. Lo-

Fugro — ‘Down to Earth’ 

and Up to the Challenge

Delivering geo-solutions for infrastructure design, construction, 

and maintenance in Alaska’s extreme environments

Fugro survey team sets control for a shallow hazards program on the North Slope.

Continued on next page
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Safer. Smarter.

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.

nabors.com

Better.

Eni has been drilling the extended
reach well, anticipated as the longest well
of its type in Alaska, to test an oil
prospect in the federal outer continental
shelf of the Beaufort Sea, to the north of
the Nikaitchuq field. The Nikaitchuq field
lies in state land under nearshore waters
of the Beaufort.

The Nikaitchuq North drilling has
been taking place from an existing drill
pad on Spy Island, a part of the
Nikaitchuq field. The concept behind the
drilling is to seek new oil reserves that
can be developed in conjunction with the
existing field. The Schrader Bluff forma-
tion that includes the reservoir for the
Nikaitchuq field is known to extend a
long way out under the Beaufort Sea, to
the north.

Drilling rig
Eni is using the Doyon Rig 15 for

drilling the Nikaitchuq North well. The
company has used the same rig for regu-
lar development drilling at Nikaitchuq
but had to have the rig modified for the
challenges of the extreme extended reach

drilling required for Nikaitchuq North.
And in the interests of environmental pro-
tection there are seasonal restrictions on
the drilling — drilling only takes place
during frozen ice conditions, and during
the summer open water season.

Spudding of the NN01 well took place
in late December 2017, with an original
plan to complete the well in mid-
February, potentially conducting flow
testing between mid-February and mid-
March. The plan also envisaged the
potential drilling of a sidetrack to the
main well. Eni’s plan has also anticipated
the drilling of a second extended reach
well, the NN02 well, depending on the
results from the first well.

In the event, although the drilling of
the NN01 well did progress, at some
point the drilling was halted because of
what Eni characterized as “unforeseen
impacts to the drilling schedule.” The
anticipated completion of the well was
deferred to the summer of 2018.
Completion and testing of the well has
now been further delayed.

—ALAN BAILEY

continued from page 1

NIKAITCHUQ NORTH

confronting the company.
Preliminary work has begun on the

XL route in Alberta, Saskatchewan,
Montana and South Dakota, while
Nebraska remains an obstacle.

Hopes for the decade-long plan to
ship 830,000 barrels per day from the
Alberta oil sands to Steele City,
Nebraska, where it would connect
with the existing Keystone system got
a fresh boost when a U.S. State
Department review ordered by a fed-
eral judge concluded the chances of
environmental damage from a leak in
XL would quickly be mitigated.

But TransCanada said in court
documents it will not start construc-
tion in Nebraska until after mid-2019,
while environmental groups say
they’ll continue to fight the project. 

“The Trump administration sees
no problem with building Keystone
XL — in other news, the grass is still
green and the sky is still blue,” said
Kelly Martin, a campaign director for
the Sierra Club. 

Updated report
The updated, 338-page report from

the State Department said the US$8
billion, 800-mile line would have
“negligible to moderate” environmen-
tal impact under its normal opera-
tions, while plans to continuously
monitor and automatic shut-off valves
would help pipeline officials quickly
identify a leak or rupture.

The report also said TransCanada
will have a response plan that should
mitigate damage if it was implement-
ed quickly by remediating contami-
nated soil before a hazardous release
reached groundwater depth.

In court documents from a
Montana lawsuit, TransCanada said it
believed all pending lawsuits will be
resolved before system-wide con-
struction starts.

A company spokesman said work
will start later this year on preparing
workforce camps and camp modules.

—GARY PARK

continued from page 1

KEYSTONE REBOOTED

To advertise in Petroleum News, 
contact Susan Crane  at 907.770.5592
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GMT Exploration in the project.
The fact that the development requires a Corps wet-

lands permit triggered the need for an EIS, as part of the
permitting procedures for regulatory approval of the proj-
ect. 

A major project
The FEIS says that Oil Search has proposed a develop-

ment involving the drilling of up to 146 production and
injection wells from three drilling pads. The project would
require a central facility for the processing of produced flu-
ids, together with power generation, water treatment and
wastewater disposal. An operations central pad would hold
a personnel camp, office and warehouse facilities. A sys-
tem of infield pipelines would be carried above the ground
on vertical support members. A system of pipelines for the
export and import of fluid from and to the field would con-
nect to the existing North Slope infrastructure at a tie-in
pad near Kuparuk Central Processing Facility 2. And there
would be an intake system for potable water. 

Modified proposal
In its original permit application, designated in the

DEIS as alternative two, Oil Search had proposed co-
locating the central processing facility with drill site one,
one of the three planned drill sites. That would place the
processing facility about 14.4 miles from the village of
Nuiqsut. 

However, in the interests of moving as much as possi-
ble of the road and pipeline infrastructure out of the 50-
year floodplain of the Colville River, the company now
proposes an alternative, designated alternative five, that
places the processing facility and the operations center far-
ther south and east of where originally envisaged, with the
processing facility about 12.1 miles from Nuiqsut. This
would render the layout of infield roads less parallel to the
east channel of the Colville River, thus addressing local
resident and agency concerns about the possibility of cre-
ating a barrier to caribou migration, the DEIS says. Also
under this alternative, the export-import pipeline system
would parallel the route of the existing gravel road to
Brooks Range Petroleum’s Mustang production pad and
gravel mine, with the access road for the Nanushuk project
connecting to the Mustang road — Oil Search’s original
proposal had envisaged the road and pipeline system pass-
ing two or three miles north of the Mustang infrastructure.

According to the DEIS, Oil Search’s modified wetlands
permit application, filed to specify the change in the com-
pany’s preferred alternative, says that the company has
also changed its road design, to reduce the road surface

width, and has moved the proposed location of drill site
two, shifting the drill site 0.3 miles farther from the
Colville River. Overall changes to the project have
reduced the project footprint by 77.6 acres. 

Other alternatives
In addition to a no action alternative, the DEIS consid-

ers two other development options. One alternative, alter-
native three, would move the central processing facility
and operations center to the south and west, thus enabling
maximum use of the Mustang road. This alternative would
place the processing facility 10.9 miles from Nuiqsut. The
other alternative, alternative four, would move the central
processing facility and operations center to the east, to
enable shared use of yet-to-be constructed roads associated
with Caelus Energy Alaska’s planned Nuna development
for the Oooguruk oil field.

The DEIS says that some environmental impacts would
be broadly similar for all alternatives, except for the no
action alternative. For example, the project would have cli-
mate change impacts resulting from greenhouse gas emis-
sions, both from the field operations and from the eventual
combustion of produced hydrocarbons. And all of the
action alternatives would have similar impacts on geologic
and mineral resources in the region.

Figure 2.2-3
Original and Revised Alternative 5

Central Processing Facility Location
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The layout of Oil Search’s preferred concept for its proposed Alaska Nanushuk development. The inset shows a proposed change to the location of the central processing facility.
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Oil Patch Bits
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Powerful harbor tug Bering Wind coming to Anchorage
Foss Maritime said Oct. 29 that the Bering Wind, a powerful Dolphin class tugboat, is

being transferred from the Foss fleet in Long Beach, California, to Cook Inlet Tug & Barge
in Anchorage. The tug, formerly known as the Campbell Foss, is scheduled to begin service
in Anchorage in November. 

The vessel was renamed in October of this year and is scheduled to enter service in
Alaska in approximately Nov. 15.

“The addition of the Bering Wind to our Anchorage based fleet of tugs will improve our
current level of service in the Port,” said Ben Stevens, president of Cook Inlet Tug & Barge.
“It will also ensure safe port operations can be conducted during the anticipated Port revi-
talization project which will commence in spring of 2019.”

The boat was built by Foss in 2005. In 2011, it was converted to hybrid power, the first-
ever tugboat converted to become a hybrid. 

The Bering Wind is one of the most powerful harbor tugs in the industry. Powered by
two engines and twin Rolls Royce US 205 FP Z drives, the Campbell Foss is rated at 5,080
horsepower and has more than 135 tons of pulling power. Its diesel-electric hybrid service
is provided on one 125-kilowatt Marathon generator set.

The Bering Wind will be based out of Anchorage and has been repainted with the rec-
ognizable blue and white colors of Cook Inlet Tug & Barge.

Fluor awarded Valero cogeneration project in Wales
Fluor Corp. announced Oct. 30 that it was awarded the engineering, procurement and

construction of Valero Energy Corp.’s combined heat and power cogeneration project at its
Pembroke refinery in Wales, United Kingdom. Fluor booked the undisclosed contract value
in the third quarter of 2018. 

“We are pleased to assist Valero with this notable project that will enhance energy effi-
ciency and sustainability at the refinery, which is of significant importance for the economy
of Wales and, more particularly, to Pembroke,” said Al Collins, president of Fluor’s energy
and chemicals business in Europe, Africa and Middle East. “Fluor will utilize its in-depth
cogeneration expertise together with previous experience of working at the Pembroke
Refinery to deliver a capital-efficient project.” 

Fluor’s scope includes design, procurement, construction and commissioning support
for the new 45 mega volt amps natural gas-fired combustion turbine generator system
that will supply power and steam to enhance the refinery’s energy efficiency and opera-
tions. The scope also includes substations, transformers, electrical and piping tie-ins and a
fuel gas pipeline system. 

The project, the first to receive planning permission as a development of national sig-
nificance process under the Planning (Wales) Act 2015, will be executed on a cost reim-
bursable basis by an integrated engineering team located at Fluor’s office in Farnborough
and at the Pembroke refinery. 

Fluor’s United Kingdom office is in Farnborough, Hampshire. From there the company
serves a wide range of industries including energy, chemicals, government, life sciences,
advanced manufacturing, infrastructure, mining and power.

Air Liquide wins a contract with customer in China
Air Liquide Engineering & Construction said Oct. 29 that it has signed a contract to

supply an air separation unit to Shandong Runyin Bio-Chemical Industry Co. Ltd, a sub-
sidiary of Shandong Ruixing Group, a large chemical company and one of the key high-
tech players in China. Under the terms of the contract, Air Liquide Engineering &
Construction will design and build a large ASU with a production capacity of 2,950 tons of
oxygen per day.

The ASU will be an integral part of the customers’ key research and development proj-
ect for chemical production. In support of this project, Air Liquide will provide its strong
expertise and best-in-class oxygen production technologies which enable maximized ener-
gy efficiency and reduced environmental footprint. The first industrial production is expect-
ed in 2020.

Founded in 1970, Ruixing Group specializes in biochemical, fine chemical, thermal
power generation and equipment manufacturing.

Domenico D’Elia, senior vice president, sales and technology, Air Liquide Engineering &
Construction, commented: “Air Liquide demonstrates the commitment to contribute to the
upgrading of China industries. This success with our new customer, Shandong Runyin Bio-
Chemical, reaffirms our ability to provide competitive solutions that are safe, reliable and
highly efficient.”

Editor’s note: Some of these news items will appear in the next Arctic Oil & Gas
Directory, a full color magazine that serves as a marketing tool for Petroleum News’ con-
tracted advertisers. The next edition will be released in March. 
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7. According to
Glacier’s website,
prior to joining
Glacier, his career
was spent in the oil
and gas industry in
various roles with
EQT Corp. 

Elliott currently
serves on the board
of directors of Cook
Inlet Spill Prevention
& Response, CIS-
PRI.

He earned his
MBA from Carnegie
Mellon, his MS in
Engineering from the
University of
Pittsburgh and his
BA from Bucknell.

While Glacier is a
privately held company, Jones is a public
firm listed on the New York Stock
Exchange (JONE).

Jones’ operations are in the U.S.
Midcontinent (Western Anadarko and
Merge), while Glacier focuses strictly on
Alaska.

Created through the bankruptcy case of
the former Miller Energy Resources Ltd.,
Glacier now operates four units in Alaska,
including the West McArthur River and
Redoubt units on the west side of Cook
Inlet and the North Fork unit in the south-

ern Kenia Peninsula through its subsidiary
Cook Inlet Energy. On the eastern North
Slope Glacier operates the Badami unit
through its subsidiary Savant Alaska LLC.

Former Alaska Gov. Sean Parnell is an
independent director on Glacier’s board.

At the time Petroleum News went to
press there was no response from Giesler
as to what if any interest Jones might have
in Alaska.

—KAY CASHMAN

Rigzone: Recruiting to
increase in oil patch

According to a Nov. 7 report in
Rigzone, oil and gas recruiting worldwide
is expected rise in coming months.

Valerie Jones, a staff member of the
online publication, said Rigzone had
recently conducted a survey Sept. 25 to
Oct. 16 that targeted active industry
recruiters and hiring managers, yielding 77
completed responses.

Eighty-two percent of the responders
said they recruit for upstream, 49 percent
recruit for midstream and 32 percent for
downstream.

Seventy percent of the recruiters said
they expected to recruit more in the next
six months; 65 percent said they recruited
more in the first half of 2018 than in sec-
ond half of 2017. Another 21 percent said
they recruited about the same in both
halves.

Overall, respondents said they see the
most hiring demand for the following
positions:

• Safety engineer (28.57 percent)
• Procurement and construction: supply

chain (22.08 percent)
• Electrical technician (22.08 percent)
• Mechanical technician (20.78 percent)
• Mechanical engineer (19.48 percent)
• Production operator (19.48 percent)
• Petroleum engineer (18.18 percent)
• Wellsite supervisor (16.88 percent)
• Electrical engineer (16.88 percent)
“However, most recruiters aren’t look-

ing for entry-level workers. Nor are they
looking to hire veteran workers,” Rigzone
reported. Rather, “42 percent of respon-
dents are hiring for workers with 5-10
years of experience. Twenty-nine percent
are looking at candidates who have 10-20
years of experience,” and 27 percent are
interested in entry level candidates with 0
to 5 years of experience.

For the full story see the Nov. 7 issue of
Rigzone at rigzone.com.

—KAY CASHMAN

Hart: Norway, Newfoundland,
Labrador still exploring Arctic

ON NOV. 6, VELDA ADDISON, senior
editor of the Digital News Group at Hart
Energy, reported that some energy compa-
nies in Norway, Newfoundland and
Labrador continue to pursue hydrocarbons
in the Arctic and are “finding success and
progressing multibillion-dollar projects.”

Discoveries such as the Equinor-operat-
ed Johan Castberg development in the
Barents Sea and the Bay du Nord discov-
ery in the Flemish Pass Basin offshore

Newfoundland in the Atlantic Ocean are
two of those projects 

“The region, which continues to com-
pete with onshore areas for investment dol-
lars, still has its challenges but has man-
aged to attract players,” Addison wrote,
citing panelists on Nov. 5 at the Arctic
Technology Conference in Houston.

“The change for us has been increased
investments and knowledge of our
prospectivity,” said Doug Trask, assistant
deputy secretary of royalty and benefits for
Newfoundland and Labrador’s Department
of Natural Resources, who was quoted as
saying. “Prior to the last five or six years
we were not investing and the awareness
was not there of how many basins we had
and what the size of some of those poten-
tial discoveries were,” he said, noting
Newfoundland and Labrador have more
than 20 basins with a lot of exploration
potential.

Trask credited the areas regularly
scheduled license rounds as playing a role
in gaining new entrants to the offshore
region. The government has also made
strategic investments in geoscience, includ-
ing 3-D seismic data, in advance of license
rounds to help attract investors, Addison
reported.

“Today we produce about 1.8 billion
barrels of oil from a number of facilities,”
Trask said, noting the province has a 12-
year plan to speed up oil and gas develop-
ment offshore, looking to see more than
100 exploration wells drilled in multiple
basins and increase production to more
than 650,000 barrels of oil equivalent per
day from the current level of about
250,000 barrels by 2030.

“We’re certainly looking to continue
to develop our offshore,” Trask said. But
its competitiveness hinges on the success
of R&D initiatives and innovation, he
said, which include remote sensing, off-
shore training, subsea technology and
other emerging areas such as digital tech-
nology, AUVs and DNA environmental
monitoring.

The fact that Norway’s Barents Sea is
ice-free, a benefit of the warm Gulf
Stream, during the summer has proven a
benefit for Norway’s far north.

The region has two main Arctic produc-
ing fields: Equinor’s Snøhvit, which pro-
vides gas for Hammerfest LNG and the
Eni-operated Goliat Field, Addison report-
ed. The U.S. Geological Survey estimates
the Arctic holds more than 30 percent of
the world’s undiscovered gas resources and
13 percent of the world’s undiscovered oil
resources, she said.

To read the entire article go to hartener-
gy.com. 

—KAY CASHMAN
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translated into a return of between 11 cents
US and 28 cents US per barrel.

Murphy said that until now bitumen
prices have always been in positive territo-
ry, even in early 2016 when oil fell below
US$30 a barrel, but bitumen was still worth
US$8 a barrel.

Consolidations possible
Martin Pelletier, a portfolio manager at

TriVest Wealth Counsel in Calgary, said the
latest commodity prices may spark a wave
of consolidation, drawing buyers off the
sidelines and causing “capitulation” among
entrenched management team of smaller
producers.

He told Bloomberg News there is every
reason for well-run companies with good

balance sheets “to take advantage of this
environment.”

Pelletier said his firm has moved 25 per-
cent of its energy investments back into
Canada, after temporarily abandoning the
country, to buy into likely takeout candi-
dates whose shares have been beaten into
“deep value” territory.

The value of acquisitions involving
Canadian companies fell 16 percent in the
first nine months of 2018 to US$55.8 billion
compared with the same period of 2017,
compared with a surge of 72 percent in US
energy deals to US$300.2 billion.

The latest two deals saw International
Petroleum, controlled by Sweden’s Lundin
family, announce a US$1.36 billion
takeover of oil sands producer BlackPearl
Resources.

That coincided with a C$6.4 billion hos-
tile takeover by Husky Energy of MEG
Energy, a pure play oil sands producer

which was one of the first Canadian compa-
nies to attract a Chinese investor — in this
case China National Offshore Oil Corp.
which holds a 17 percent stake. 

Among its flagship operations, MEG is
involved in Christina Lake, which is target-
ing 260,000 barrels per day by 2020,
Surmont, which is close to starting produc-
tion, and May River, one of the projects on
800 square miles of development opportu-
nities in northern Alberta.

Long rated as a prime takeover target,
MEG is not ready to cave in to Husky’s
offer, which Eric Nuttall, portfolio manager
at Ninepoint Partners, which owns 2.5 mil-
lion MEG shares, said “validates the quali-
ty” of MEG assets, adding he is certain
another bidder will step in.

“In Calgary, hostiles rarely happen but
now that the doors have been opened, there
will be others,” he said.

Husky Chief Executive Officer Rob

Peabody said his company brings several
advantages to the table including plans to
raise its downstream capacity and thus
“insulate” itself from the heavy oil price dis-
counts.

He said that if the deal is approved by
shareholders in January, Husky will revisit a
deferred plan to double capacity of its
Lloydminster, Alberta, asphalt plant to
60,000 bpd, in addition to its 375,000 bpd of
upgrading, refining and committed pipeline
capacity.

Rafi Tahmazian, portfolio manager at
Canoe Financial, said a Husky-MEG deal is
part of a consolidation mode in Canada that
is “about survival of the strongest and
fittest.”

He said other companies that could
match or exceed Husky’s offer are Suncor
Energy, Canadian Natural Resources and
Imperial Oil. l
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The remaining four to six wells to be
drilled this winter will further test the
Willow discovery in the Bear Tooth unit, in
the northeastern National Petroleum
Reserve-Alaska. Willow is a major oil dis-
covery that ConocoPhillips plans to develop
as a standalone oil field. ConocoPhillips has
said that it wants to drill some horizontal
wells, to better understand the potential pro-
ductivity from the field, and some vertical
wells to test inter-well communication. The
company wants to further delineate the field
and to conduct further well tests.

Oil Search
Oil Search, the company planning to

develop the huge Nanushuk oil field in the
Pikka unit, to the east of the Colville River,
is also operating in field appraisal mode. It
plans to drill two wells, each with a side-
track, at Pikka this winter. One well, the
Pikka B, will be in the southwestern portion
of the unit and the other, the Pikka C, will be
in more of a central location. Oil Search has
said that it anticipates starting construction
of an ice road and two ice pads in early
December for the drilling. The company
expects to mobilize two drilling rigs from
Deadhorse in mid-January, with drilling
expected to start at the beginning of
February. 

Oil Search has said that it needs the two
wells for the further appraisal of the field
reservoir, prior to the start of front-end engi-
neering and design for the field develop-
ment. The Pikka B is planned to reach a ver-
tical depth of 6,513 feet, with a sidetrack to
a depth of about 4,923 feet. The Pikka C is
planned to reach a vertical depth of about
4,919 feet, with a sidetrack to a depth of
about 4,175 feet.

The Nanushuk play involves reservoirs
in relatively shallow sand bodies, deposited
by river systems on the upper margin of an
ancient marine basin. The copious quanti-
ties of relatively light oil in the play had
been missed or overlooked during earlier
North Slope exploration.

Great Bear
In a new initiative to leverage this same

play, Great Bear is planning the Winx No. 1
well, targeting a Nanushuk prospect in a
block of four leases to the east of the
Horseshoe wells, where Armstrong Energy
found oil in the Nanushuk in 2017. Three
Australian companies — 88 Energy Ltd.,
Otto Energy Ltd. and Red Emperor Ltd. —
have acquired a collective 90 percent inter-
est in the leases from Great Bear. 88 Energy
has said that its wholly owned subsidiary
Captivate Energy Alaska has contracted the
Nordic-Calista Services rig 3 to drill the
Winx prospect.

The project is expected to require 11
miles of ice and snow roads and the con-
struction of an ice pad.

Apparently Otto Energy used seismic
data acquired from the Alaska Department
of Natural Resources to identify the
prospect at a depth of about 5,000 feet in the
Nanushuk, and has said that the prospect
has a mean estimated gross resource of 400
million barrels of oil, with a chance of suc-
cess in the range of 25 to 30 percent.

Eni
As reported elsewhere in this issue of

Petroleum News, Eni US Operating Co., in
a wildcat exploration venture in a different
geologic setting offshore the central North
Slope, plans to continue its Nikaitchuq
North project, restarting the drilling of its
NN01 extended reach well early in 2019.
The company is testing a prospect on the
federal outer continental shelf of the
Beaufort Sea, hoping to add new oil
reserves for development in association

with the Nikaitchuq field.
Further east, at Badami, last winter

Glacier Oil and Gas Corp. saw exploration
success with its Starfish well — the results
from that well pointed to further exploration
potential, However, the company is still fig-
uring out its next steps, Phil Elliott, Glacier
president and CEO, has told Petroleum
News (see sidebar).

While not technically exploring on the
North Slope, BP is seeking new develop-
ment opportunities in the Prudhoe Bay unit
through the conducting of a new 3-D seis-

mic survey in the unit this winter. The idea
is to use high resolution seismic data to
locate subsurface features where further oil
may be developed.

Hilcorp
In Southcentral Alaska, Hilcorp Alaska

has filed plans with federal regulators, indi-
cating an interest in exploration of the fed-
eral outer continental shelf of the lower
Cook Inlet. As previously reported in
Petroleum News, the company plans to con-
duct a 3-D seismic survey in the lower Cook

Inlet between April and June of 2019, to be
followed at some point by a geohazard sur-
vey. That could all lead to exploratory
drilling in subsequent years.

Hilcorp has also indicated that it plans an
exploration program on the Iniskin
Peninsula on the west side of the Cook Inlet,
with operations conducted between April
and October, starting in 2019.

The lower Cook Inlet and the Iniskin
Peninsula area have known oil potential but
as yet no commercial discoveries — the
region has an active petroleum system,
including excellent oil source rocks, but has
been only very sparsely explored. Hilcorp
acquired 14 lease blocks in the Bureau of
Ocean Energy Management’s 2017 lower
Cook Inlet lease sale.

In the upper Cook Inlet basin, in which
all of the current Cook Inlet oil and gas
fields are located, Hilcorp has been plan-
ning to drill two new exploration wells, the
Seaview No. 8 and Seaview No. 9 wells,
from a pad near Anchor Point in the south-
ern Kenai Peninsula. There is no word yet
on the status of that drilling program. Each
well would be drilled directionally to meas-
ured depths of around 10,000 feet. The No.
8 well will test oil and gas prospects, while
the No. 9 well will seek gas. l
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WINTER EXPLORATION Glacier in planning mode for next steps
Phil Elliott, president of Glacier Oil and Gas Corp., told Petroleum News in a

Nov. 6 email that his company is currently evaluating its Alaska drilling opportuni-
ties and has not yet set its 2019 budget. The company operates the Badami oil field,
on the Beaufort Sea coast, to the east of the central North Slope. Elliott said that he
does not anticipate his company completing its funding assessment until January.

Last winter the company saw success with the drilling of its Starfish exploration
well in the Badami unit.

Elliott said that his company had an exceptional year, both operationally and
financially, in 2018, and that the company is focusing on maintenance projects and
a multi-well drilling program at Badami. The company is also seeking to accelerate
oil production in its Cook Inlet interests, Elliott wrote. The company operates the
West McArthur River and Redoubt units on the west side of Cook Inlet and the
North Fork field on the Kenai Peninsula. The company has also been planning the
drilling of the Sabre exploration well near the West McArthur River unit.

—ALAN BAILEY

http://www.geotemps.com


Subsistence impacts
An issue of considerable importance to

local communities is the potential impact
of the project on the availability of subsis-
tence resources.

The DEIS says that the project would
likely have minor impact on the total sub-
sistence take for caribou, a major subsis-
tence resource in the region. However, the
impact on subsistence harvester access to
the project area would be major, the FEIS
indicates. Impacts on caribou resource
availability in the area would probably be
major during project construction; these
impacts would be possible to probable
during field operations. Impacts on subsis-
tence fish and bird resources are probable,

but there are no data for quantifying these
impacts. 

Alternative four would likely have the
greatest impact on subsistence resources,
while alternative five would have the least
impact, the FEIS says. But any of the
action alternatives would likely have a
high impact on subsistence harvesting for
residents of Nuiqsut, the DEIS says.

Gravel usage
Although all development alternatives

would have broadly similar footprints in
terms of the use of gravel fill and road con-
struction, the orientation of the roads
envisaged for alternatives two and five
could result in snowdrifts that would insu-
late the ground and hence elevate soil tem-
peratures. Alternative three would likely
have the greatest impact in terms of dust
deposition from road construction and use.

All of the development alternatives
would likely have similar impacts on air
quality.

River hydrology
Different development alternatives

have different potential impacts on the
hydrology of the Colville River basin and
floodplain, depending on factors such as
the length of roadways and the number of
pipeline support members and bridge piles
within the floodplain. Alternative two
would have the lowest number of pipeline
supports and bridge piles placed below the
river’s ordinary high water level.

Given its ice-road requirements, alter-
native three would require the highest vol-
ume of water withdrawal from the region
during the lifetime of the project, while
alternative five would require the lowest
water withdrawal. Alternative four would
require the largest number of pipeline
stream crossings, a factor that affects the
potential impact of a pipeline related spill.

All action alternatives would cause
some minor but long-term loss of wet-
lands. However, alternative five would
directly fill the smallest area of wetland
and water bodies, while alternative four
would fill the largest area of these envi-
ronmental features.

Wildlife habitat
Similarly, any development option will

have minor but long-term impacts on
wildlife habitat. Alternative four would
place gravel fill within the designated crit-
ical habitat region for polar bears, a
species designated as threatened under the
terms of the Endangered Species Act.
Alternative two would cause the greatest
loss or alteration to potential polar bear

denning habitat. The various development
alternatives would have different impacts
on bird habitat. And, while alternative four
would likely have the biggest impact on
the movement of caribou during the insect
season, alternative five would cause the
least loss of terrestrial mammal habitat
loss. 

With the fewest piles and vertical sup-
port members below high water, alterna-
tive two would have the least impact on
fish habitat. Alternative five would likely
cause the least impact from fugitive dust
on lakes and streams.

Visibility and noise
While all action alternatives would

have minor to moderate impacts on the
visual and aesthetic resources of the
region, the central processing facility
would be farthest from Nuiqsut under
alternative four, and closest under alterna-
tive three. The infrastructure crossing of
the Kachemach River would be least con-
spicuous under alternative five. 

Noise would particularly result from
relatively short-term construction activi-
ties, but there would be noise impacts
from all phases of the project. The noise
impacts on local residents would depend
on the locations of the facilities, as deter-
mined by whatever alternative would be
used for the development. Alternative four
would result in the least noise impact on
Nuiqsut but a higher level of helicopter
noise than the other alternatives.

All action alternatives would have
similar impacts on land ownership and
management. l
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American Marine
Services Group
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