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Pre-app meetings on Willow
pipelines begin, NS exploration tally

IN A JAN. 23 STATUS UPDATE of key oi
future North Slope oil and gas projects to Pa't@'h
the Alaska Senate Resources Committee, the %
director of Alaska’s Division of Oil and Gas,
Derek Nottingham, said the preliminary
Final SEIS for Willow came out this month
(January) and was currently being reviewed
by cooperating agencies, with the public
review of the Final SEIS expected in
March/April 2023.

Listed below are the specifics about ConocoPhillips big
Willow project that were on a slide that was part of
Nottingham’s presentation:

Willow permitting

*Comment period for Draft Final Supplemental
Environmental Impact Statement (SEIS) closed Aug. 29,
2022.

Preliminary Final SEIS: January 2023.

This review is only cooperating agencies (includes SOA).

*Public review of the Final SEIS: March/April 2023.

see INSIDER page 9

Hilcorp applies to expand Pearl
pad at Ninilchik, drill new wells

Hilcorp Alaska has applied to expand the Pearl pad at its
Ninilchik unit on the Kenai Peninsula and drill two new gas
production wells and one combined gas development and oil
exploration well.

The Alaska Department of Natural Resources’ Division of
Oil and Gas issued a public notice on the application, which is
a unit plan of operations amendment, on Jan. 24, with com-
ments on the proposal due by 4:30 p.m. Feb. 23.

This is the second recent pad expansion at Ninilchik.

In August the division approved a request from Hilcorp to
expand the Paxton pad. In January Hilcorp filed a unit plan of
operations amendment to drill two new wells from the Paxton
pad. Paxton accounted for 43% of Ninilchik unit natural gas
production in November, the most recent month for which
production data is available from the Alaska Oil and Gas
Conservation Commission. Ninilchik accounted for 17.3% of
Cook Inlet natural gas production in that month, the second

see PEARL PAD page 8

Methane hydrate production test
on North Slope set for 2023-2024

The Alaska Senate Resources Committee got an update Jan.
23 on oil and gas resources on Alaska’s North Slope, including
progress of the methane hydrates test project. Derek Nottingham,
director of the Division of Oil and Gas in the Department of
Natural Resources, said that project was funded by the Japanese
Organization for Metals and Energy Security, JOGMEC, and the
U.S. Department of Energy.

Nottingham said Japan is very interested in methane hydrates
because they would like to have domestic energy security. He
said the goal of this project, operated by ASRC Energy Services
on the 7-11-12 pad on the west side of Prudhoe Bay, is to look at
the long-term production viability of methane hydrate reservoirs.

Two production test wells are planned, along with a geologic
data well, with the first production west well completed in
November, and the second currently being drilled. The geologic
data well is also complete.

Nottingham said the production test is scheduled to start in

see METHANE HYDRATE page 10
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Slope volumes up

Crude expected to average 490,000 bpd in FY23, almost 550,000 by FY28

By KRISTEN NELSON

Petroleum News

It’s a long way from the 1988 peak of more than
2 million barrels per day of North Slope produc-
tion, but volumes are forecast to increase over the
state’s current 10-year forecast window.

North Slope crude oil production, which aver-
aged 476,490 barrels per day in fiscal year 2022,
down 2%, 9,570 bpd from an average of 486,062
bpd in FY2I1, is forecast to increase to some
490,000 bpd in FY23, and then average around
500,000 bpd, hitting a peak of 549,000 bpd in
FY28.

That forecast is from a presentation by the

In FY22 compared to FY21, Cook Inlet
production declined, down 11%, some
1,200 bpd.

Department of Natural Resources’ Division of Oil
and Gas to Senate and House Finance committees
on Jan. 18 and Jan. 23 and from the Fall 2022
Revenue Sources Book.

Travis Peltier, a petroleum engineer with the divi-
sion, told the committees that for fiscal year 2023
(July 1, 2022, through June 30, 2023), DNR is fore-
casting “annualized average statewide production”

see SLOPE VOLUMES page 7

IGU goes to Slope gas

Cook Inlet supply too uncertain to justify expanding Point Mackenzie LNG plant

By ALAN BAILEY

For Petroleum News

ln a Jan. 17 special meeting the board of
Fairbanks based Interior Gas Ultility
unanimously approved two contracts for
establishing a liquefied natural gas supply
from the North Slope. One contract is with
Harvest Midstream for the construction and

operation of a 150,000 gallon per day North pAN BRITTON

Slope liquefied natural gas facility. The

other contract is with Hilcorp Alaska for the transfer
of gas supply contract arrangements from Cook Inlet
to the North Slope. Hilcorp will deliver gas to the
Harvest LNG plant. Harvest is Hilcorp’s midstream
affiliate that owns and operates pipelines in Alaska.

FINANCE & ECONOMY

In effect, the new contracts will fully
transfer IGU’s gas supplies for the
Fairbanks-North Pole region from Cook
Inlet to the North Slope.

IGU anticipates the new LNG plant
going into operation by the end of 2024.
Currently the utility manufactures LNG in
its Titan plant near Point Mackenzie on
Cook Inlet. IGU ships the LNG by road to
its storage facilities in Fairbanks and North
Pole, for the supply of natural gas to its cus-
tomers.

Once the Harvest LNG plant goes into operation,
the Titan plant will go into warm standby, as a backup

see 1GU CONTRACTS page 10

ANS holds low $80s

China opening, lower than expected US crude inventory build lend support

By STEVE SUTHERLIN

Petroleum News

Aiaska North Slope crude maintained a trading
ange in the low $80 for a full week, gaining
6 cents to close at $83.03 Jan. 25. West Texas
Intermediate rose 2 cents to close at $80.15, and
Brent fell a penny to close at $86.12.

Volatility was muted as the U.S. Energy
Information Administration report released in the
morning revealed a smaller than expected build in
commercial crude oil inventories for the week end-
ing Jan. 20. Inventories — excluding those in the
Strategic Petroleum Reserve — rose just 500,000
barrels to 448.5 million barrels, 3% above the five-
year average for the time of year. SPR inventories

The European Union is about to sever
diesel trading with Russia, its largest
external diesel supplier, as sanctions on
refined fuel from Russia go into effect in
early February.

were unchanged for the week.

Total motor gasoline inventories increased by
1.8 million barrels for the period.

From Wednesday to Wednesday, ANS gained
92 cents from its closing price of $82.11 Jan. 18.

The weekly gain held up despite a round of
profit taking as traders cashed in on a seven-week

see OIL PRICES page 11
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ESG in Alaska’s DNA — it’s a way of life

It is time to tell businesspeople and financial institutions outside the state that in Alaska real ESG values are a way of life

By CORRI FEIGE

For Petroleum News

You can’t open a major newspaper these days without
seeing at least one story on Environment, Social and
Governance investing or on ESG reporting trends.

In 2022, the large ESG investment funds like
BlackRock’s and Vanguard’s posted significant losses,
especially when compared to the S&P Energy Index
which realized big gains courtesy of the war in Ukraine
and the resulting energy crisis in Europe and parts of Asia.
Along with the rest of the world, the U.S. saw a return to
record high inflation, high energy costs and high food
costs. Clearly, the world needs secure, low-cost energy
now more than ever.

Yet even with this global backdrop, there continued to
be a push toward rapid energy transition, moving from
traditional energy sources like oil and natural gas to
renewables. In part, this was a political push because his-
torically, when traditional energy supplies like oil and nat-
ural gas cost more, it makes the cost profile of renewables
look more favorable.

Renewable technology has certainly come a very long
way in recent years, and it absolutely belongs in a smart

energy mix that is developed based
upon, as they say in the real estate
world, location, location, location.

In a location like Alaska with
extended periods of dark and deep
cold each year, having a truly resilient
energy mix that includes everything
from renewables to fossil fuels is
essential.

ESG IN

of the Alaska
Department of

ALASKA’S DNA

Corri Feige is the
former Commissioner

Natural Resources

rent ESG investing “initiatives”
— that’s how many banks refer to
ESG in their lending policies.
These same institutions and the
financial sector broadly, can also
possess an often-shocking level of
ignorance about Alaska; how we
live, how the state regulates natu-
ral resource development and how

A great blend

According to the International Energy Administration,
in 2020 renewables accounted for 3% of Alaska’s energy
supply, 12% came from coal, 16% came from petroleum
liquids, 28% came from hydroelectric sources, and 41%
came from natural gas. All in, that’s a great blend!

So why is it nearly impossible to get financing for new
energy projects when 57% of Alaska’s utility supply
comes from fossil fuels?

Alaska has few options due to our climate, the distri-
bution of our population across this vast landscape, and
like anywhere else, the security of our power supply is
paramount.

For the answer, we need look no further than the cur-

the associated revenue directly
supports our communities and
benefits us all.

Most people know that Alaska became the 49th state in
1959, but few likely realize that it was the discovery of
the Swanson River oil field on the Kenai Peninsula in
1957 that catapulted Alaska into statehood.

That discovery combined with the federal govern-
ment’s recognition of the enormous natural resource
endowment that exists across Alaska, provided the assur-
ance that Congress needed to be certain this new state
could provide for its citizens and become economically
viable. That realization resulted in a Statehood Act that

see FEIGE ANALYSIS page 3
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3 Ormat to build Makushin power plant

Plant is a major component of a geothermal power system
being built on flank of Makushin Volcano on Unalaska Island

4 At 771, US rotary rig count down by 4
Duck Island, Northstar PODs approved

Smallest of Hilcorp’s North Slope fields; both produce
crude and natural gas liquids, with highest NGL
percentage at Northstar

6 ConocoPhillips applies for pad expansion
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Ormat to build Makushin power plant

The plant is a major component of a geothermal power system being built on the flank of the Makushin Volcano on Unalaska Island

By ALAN BAILEY

For Petroleum News

Ounalashka/Chena Power LLC has formed an agree-
ment with Ormat Technologies Inc. for Ormat to
build a 36-megawatt geothermal power plant, as part of
the Makushin Geothermal Project on Unalaska Island in
the Aleutians, OCCP announced on Jan. 18. Ormat is a
geothermal company based in Reno, Nevada, with inter-
national experience in building geothermal power sys-
tems.

OCCEP President Bernie Karl said that the Ormat con-
tract represents by far the largest and most technically
complex part of the overall project.

“Having secured a fixed result contract in this impor-
tant area of the project is indeed an important milestone,”
Karl said. “The MGP is a $235-million development
project with Ormat’s part of the project over $90 million.
Ormat received OCCP’s intent to award the contract, on

a best value evaluation basis, after an international com-
petition.”

“We cannot be more pleased to have concluded our
contract negotiations and have Ormat as an official team
partner and key player for the MGP development,” said
Ounalashka Chairman Vince Tutiakoff.

On the flank of Makushin Volcano

The project involves building a geothermal electricity
generation facility on a flank of the Makushin Volcano on
Unalaska Island. Ounalashka Corp., as the local Native
village corporation, owns the land and subsurface rights
in the area of the project. From previous exploratory
drilling there is a known significant source of hot geother-
mal water underground on the side of the volcano facing
the City of Unalaska, the island’s main community.

The concept behind the project is the provision of
geothermal power on Unalaska Island, as a replacement
for the diesel power currently used to generate electricity.

In addition to supplying power to the local electricity util-
ity, OCCP hopes to sell power to fish processing plants
located on the island. In August 2020 OCCP signed a 30-
year power purchase agreement with the City of
Unalaska. The city hosts the port of Dutch Harbor.
While involving relatively high up-front development
costs, a geothermal system can deliver power at a pre-
dictable and stable price. OCCP is confident that its sys-
tem will be able to compete with the cost of diesel power.
OCCEP anticipates using two to three production wells
to deliver hot geothermal water into the power plant.
Cooled geothermal water that has passed through the
plant will be pumped back underground through injection
wells for reheating. The power plant will be located on a
plateau on the side of the volcano. A 14-mile transmission
line will connect the power plant to city’s power grid. ®

Contact Alan Bailey
at abailey@petroleumnews.com

continued from page 2
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preserved the rights to the resource wealth in the ground
for the state and the people of Alaska.

Beginning of ESG in Alaska

Alaska’s Constitution later went on to say that every
Alaskan would have the right to be notified and partici-
pate in decisions made regarding land use and resource
development in the state. This was the beginning of
“ESG” in Alaska.

The framers of Alaska’s Constitution recognized that
the use of the state’s lands for activities of all kinds need-
ed to be guided by input from the people and communities
near those activities. That’s one facet of the “S” in ESG.

In order to keep Alaskans informed about land and
resource use, it is the state that has the responsibility to
notify the public, not just the entity that is proposing a
project.

Roughly a decade after the discovery of the Swanson
River field, when North America’s largest conventional
oil field, Prudhoe Bay, was discovered on Alaska’s North
Slope, the “S” in Alaska’s ESG took another giant leap
forward.

The passage of the Alaska Native Claims Settlement
Act (ANCSA) in 1971 became the largest land claim set-
tlement in U.S. history and addressed the Alaska Native
land title considerations that had been held in trust by the
federal government since statehood. Through ANCSA,
Alaska Natives were granted 44 million acres of land
defined in regional areas important to each of the 12 dis-
tinct peoples of Alaska and established the private region-
al corporation structure that has been working on behalf
of Alaska Natives ever since. This was an important piece
of federal law in that it gave Alaska Natives the title to
their lands and the right to develop them and their mineral
resources, as they deemed appropriate.

The federal government also compensated Alaska
Native corporations nearly a billion dollars for land lost in
the settlement agreement.

Unlike the reservation system widely applied in the
Lower 48 states, ANCSA resolved Native land claims in
a fashion that gave self-determination to Alaska’s Native
corporations.

ANC’s share approximately 70% of resource revenues
generated on Native lands among all 12 corporations,
which in turn split those revenues with village corpora-
tions and shareholders.

Perhaps most importantly, ANCSA recognized the
unique cultures and traditions of the Alaska Native peo-
ples and through its structure helps to honor and preserve
those cultures.

Alaska Permanent Fund

Right on the heels of ANCSA, another hallmark of
Alaska ESG was born — the Alaska Permanent Fund.
The Alaska Permanent Fund was established in the Alaska
Constitution by a vote of the people in 1976 and receives
royalty revenue generated from principally oil and gas
developments on state leases, which feeds the corpus of

|

PHOTO COURTESY OF HDR ARCHITECTURE © 2017 DAN SCHWALM

The Samuel Simmonds Memorial Hospital in Utqgia vik was largely built with petroleum property taxes.

Even after a very tough year on the stock
market, the Alaska Permanent Fund finished
2022 with a balance of approximately $75
billion, and that balance continues to work for
all Alaskans, every day.

the fund.

The Permanent Fund represents both “S” and part of
“G” in ESG because not only does it pay dividends direct-
ly to qualified Alaskans, putting those dollars directly
back into Alaska’s economy, the Permanent Fund now
covers roughly 70% of the state’s operating expenses each
year.

Operating expenses that include education, health
services and programs like power cost equalization that
helps reduce the high cost of energy in Alaska’s remote
communities. This structure, and the state budget process,
give Alaskans transparency on how royalties from
resource development projects on state lands are being
used.

Even after a very tough year on the stock market, the
Alaska Permanent Fund finished 2022 with a balance of
approximately $75 billion, and that balance continues to
work for all Alaskans, every day.

Boroughs and municipalities

No discussion of the “S” in Alaska ESG would be
complete without a mention of the bonds and property tax
revenue that local boroughs and municipalities derive
from resource development projects within their borders.
This is the life blood of social and community support in
some of Alaska’s most remote communities.

Local property taxes are unquestionably the single
largest source of revenues for places like the North Slope
Borough (NSB) which received in excess of $390 million
in petroleum property tax revenue in Fiscal Year 2022.

Historically, these revenues have been used to support
utility services in the widely spaced communities of the
North Slope, used to build critical infrastructure like the
Samuel Simmonds Memorial Hospital in Utqiagvik, and

used to support search and rescue operations across
Alaska’s Arctic.

With an eye to the future, the North Slope Borough has
wisely established their own ‘“Permanent Fund” to pre-
serve wealth and ensure sustainable communities within
the NSB for years to come. At the end of Fiscal Year
2022, the NSB Permanent Fund had a balance of nearly
$1 billion. None of this would be possible without social-
ly and environmentally responsible oil and gas develop-
ment on the North Slope.

Other communities helped

In addition to the NSB, petroleum property tax rev-
enues contribute significantly to communities like Valdez,
home of the TAPS Marine Terminal, and the Kenai
Peninsula Borough from which southcentral Alaska’s
energy and much of the state’s refined products are
sourced.

Not as remote as NSB communities, these areas are
connected to the road system but still rely heavily upon
the revenues generated by fossil fuel projects in Alaska to
support their social programs and maintain healthy com-
munities. The very same type of fossil fuel projects in
Alaska that the big ESG investment funds and banks
across the country can’t see their way clear to support —
all in the name of ESG!

Environment most important

Perhaps the most important criteria of ESG, especially
in today’s world, is “E” — environment. Under the origi-
nal Equator Principles, environmental considerations
included ensuring developments used the least amount of
water and land, protected other natural resources like fish
and wildlife in the development area, and mitigated of
potential impacts to the maximum extent possible.

When considering fossil fuel projects today, ESG cri-
teria such as emission reduction, overall carbon footprint
and zero venting of natural gas have all become environ-
mental benchmarks. Once again, we can look to Alaska
for decades of leadership in this category.

In Alaska, state law and regulation require the minimum

see FEIGE ANALYSIS page 4
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At 771, US rotary rig count down by 4

The Baker Hughes’ U.S. rotary drilling rig count was 771 on Jan. 20, down by
four from the previous week and up 167 from 604 a year ago.

When the count dropped to 244 in mid-August 2020, it was the lowest the
domestic rotary rig count had been since the Houston based oilfield services com-
pany began issuing weekly U.S. numbers in
1944.

Prior to 2020, the low was 404 rigs in
May 2016. The count peaked at 4,530 in
1981.

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

The Jan. 20 count includes 613 rigs targeting oil, down 10 from the previous
week and up 122 from 491 a year ago, with 156 rigs targeting natural gas, up by
six from the previous week and up 43 from 113 a year ago, and two miscellaneous
rigs, unchanged from the previous week and up by two from a year ago.

Forty-nine of the rigs reported Jan. 20 were drilling directional wells, 700 were
drilling horizontal wells and 22 were drilling vertical wells.

Baker Hughes shows Alaska
with eight rotary rigs active
Jan. 20, down one from the
previous week and up by two
from a year ago, when the
state’s rig count stood at six.

Alaska rig count down by 1

The Texas rig count (380) was up by one from the previous week.

Louisiana (64) was down three rigs week over week; Alaska (8) and New
Mexico (102) were each down a single rig.

Rig counts in other states were unchanged from the previous week: California
(5), Colorado (20), North Dakota (39), Ohio (14), Oklahoma (64), Pennsylvania
(21), Utah (12), West Virginia (17) and Wyoming (20).

Baker Hughes shows Alaska with eight rotary rigs active Jan. 20, down one
from the previous week and up by two from a year ago, when the state’s rig count
stood at six. All eight of the Alaska rigs were onshore, unchanged from the previ-
ous week. There were no offshore rigs active in the state.

The rig count in the Permian, the most active basin in the country, was down
by two from the previous week at 354 and up by 62 from 292 a year ago.

—KRISTEN NELSON

About Corri Feige's column

Former Alaska Department of Natural Resources Commissioner Corri Feige is
writing a series of columns for Petroleum News titled “ESG in Alaska’s DNA.”

This is the second column,

They will cover: 1) educating on ESG broadly; 2) looking at how ESG in
Alaska is tied to our constitution, regulatory framework and gives back to
Alaskans in a variety of ways (it’s in our DNA!). From there moving on to the
changes and controversy we have seen around ESG investing strategies in recent
months and how those very same investing strategies have been a barrier to proj-

ects and companies in Alaska finding capital.

Then finally, 3) looking at where ESG may be going in the next couple of
years. This one will be the most “crystal ball gazing” of all of them but Feige can
likely link it to not only oil and gas development but also to CCS, critical minerals
production and energy transition broadly. It’s all intertwined.

--PETROLEUM NEWS
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land use possible for safe exploration and
production operations, and Alaska’s oper-
ators have risen to that challenge.

Back in the 1970s and 1980s when the
legacy oil fields of the North Slope were
under development, an industry standard
gravel drill pad covered an area of roughly
65 acres. By 2016, the standard drill pad
on the North Slope was down to just 12
acres in size, and the area of reservoir
being contacted from that pad had
increased by 4000% using extended reach
drilling.

Alaska’s comprehensive, science-
based regulatory program provides over-
sight of project development, mitigation
of impacts to water and air quality, protec-
tion of fish and wildlife, protection of sub-
sistence rights, and mandates public
engagement at all stages of a project from
exploration  through  development.
Multiple state agencies work together in a
coordinated manner to ensure the protec-
tion and stewardship of Alaska’s natural
environment. Alaska law even prohibits
venting of natural gas, recognizing this as
wasting of a valuable state resource. And
local boroughs and municipalities manage
development across their regions under
local planning authorities.

In the current discussion of ESG, car-
bon intensity and carbon footprint are per-
haps the most talked about. According to
online sources, the carbon intensity of
Alaska’s oil and gas operations comes in
at a production-weighted average of 17 kg
CO2/barrel of oil equivalent, placing
Alaska in the lowest 25% for average car-
bon intensity. And operators are taking
steps to further reduce their overall carbon
footprint through actions like mitigating
fugitive methane emissions from wells
and production facilities and bundling
transportation of people and materials
wherever possible. All without ever com-
promising safety.

Possibly the most impactful progress
toward carbon reduction in Alaska could
come out of the Legislature this session.
Gov. Dunleavy has recently introduced
legislation that would create the statutory
framework necessary for the state to
establish a carbon capture and sequestra-
tion program. This legislation is critically
important because at the present time, the
state of Alaska does not have the legal
authority to lease its subsurface pore space
for purposes of sequestering carbon diox-
ide for long term storage.

The right to inject CO2 for enhanced
oil recovery has existed for many years,
but long-term storage is another matter
altogether. This program could open the
door not only for Alaska’s operators to
sequester CO2 produced by their opera-
tions, but also establish a new and highly
competitive industry in the state. The car-
bon capture and storage industry is grow-
ing rapidly around the world and because

In Alaska, state law and
regulation require the minimum
land use possible for safe
exploration and production
operations, and Alaska’s operators
have risen to that challenge.

Alaska owns its pore space, our state is
being looked to as a preferred location for
Asian companies seeking places for long
term carbon storage when they have no
viable options at home.

Governance

The final factor in ESG criteria is “G” —
governance. In all of the examples already
noted, it is the combination of Alaska’s con-
stitutional requirements, legal system, regu-
latory and compliance oversight, and the
social license to operate that companies
must have to successfully do business in
Alaska that creates a business culture and
level of transparency in our corporate citi-
zens that is unmatched. Governance factors
are inherently woven throughout the fabric
of how resource development is undertaken
in Alaska, on both state lands and on Native
lands. We’ve all heard the adage that “no
one takes better care of Alaska than
Alaskans,” and I would take that one step
further and say, “no one takes better care of
Alaskans than Alaskans.”

In fact, according to an American
Medical Association study, the life
expectancy of Alaskans rose right along
with Alaska’s oil development. Between
1980 and 2014, life spans increased
between 4 and 16 years, with the highest
increases among residents of the North
Slope Borough’s Arctic communities.
Resource development is good for Alaska,
and we have been practicing what is now
the popular notion of “ESG initiatives” for
decades. Our communities and our people
have benefitted greatly.

Alaska has an exemplary ESG record
spanning more than 40 years, and it didn’t
happen by accident. It is intentionally engi-
neered into how resource development is
done in this state.

And even today, Alaska continues to
demonstrate leadership by developing car-
bon solutions to support the global energy
transition and we are expanding renewable
energy sources in-state where it makes
sense to do so.

It is imperative when any of us are talk-
ing with businesspeople or financial institu-
tions outside of Alaska that we share
Alaska’s ESG profile and history.
Education is key, especially now, as the
financial sector continues to grapple with
what its ESG “initiative” should look like.
It is time to show them that in Alaska, real
ESG values aren’t an initiative, they’re a
way of life. ®

Contact Corri Feige
at cfeige@petroleumnews.com
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7/, Congratulations

Glacier Oil!

Best wishes to Pontem and SEP who
teamed up to drive new Alaska oil and
gas production from Glacier’s North
Slope and Cook Inlet assets.

As recently reported in Petroleum News, on Jan. 9

Glacier Oil & Gas announced that Pontem

Energy and Sweat Equity Partners, or SEP,

acquired 100% ownership in Glacier.

“We are excited by the opportunities that lie

ahead for Glacier, its employees, and its new

financial backers, Pontem and SEP,” Glacier

President Stephen Ratcliff said. ... “We are excited

that this acquisition aligns our vision of growth

W

through development drilling and increased

production, maintains our strong corporate

culture and our team, and provides an avenue to

develop the Glacier brand as a sustainable and

long-term player in ... Alaska”

Stephen Ratcliff

GLACIER

ABR, Inc.

Acuren

AES Electric Supply, Inc.

Ahtna, Inc.

Airgas, an Air Liquide Company

Airport Equipment Rentals

Alaska Dreams

Alaska Frontier Constructors (AFC)

Alaska Fuel Services

Alaska Marine Lines

Alaska Materials

Alaska Railroad

Alaska Rubber Group

Alaska Steel Co.

Alaska Textiles

Alaska West Express

Arctic Controls

ARCTOS Alaska, Division of NORTECH

Armstrong

ASTAC (Arctic Slope Telephone
Assn. Coop, Inc)

AT&T

Automated Laundry Systems & Supply

Bombay Deluxe Restaurant

Brooks Range Supply

C&R Pipe & Steel, Inc.

Calista Corp.

ChampionX

Coffman Engineers

Colville Inc.

Computing Alternatives
CONAM Construction
Construction Machinery Industrial (CMI)
Cook Inlet Tug & Barge

Cruz Construction

Denali Industrial Supply, Inc.
Denali Universal Services (DUS)
Donkel Oil & Gas LLC

Doyon Anvil

Doyon Associated

Doyon Drilling, Inc.

Doyon, Limited

EEIS Consulting Engineers, Inc.
EXP Energy Services

F. R. Bell & Associates, Inc.

Flowline Alaska

Frost Engineering, a division of PumpTech LLC

GCl

Geolog

Greer Tank & Welding

Guess & Rudd, PC
Inspirations

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

Lynden Inc.

Lynden Logistics

Lynden Oilfield Services

Lynden Transport

Maritime Helicopters

Matson

Nabors Alaska Drilling

NANA Worley

NEI Fluid Technology

Nordic Calista

North Slope Borough

North Slope Telecom

Northern Air Cargo

Northern Solutions

Oil Search

Owl Ridge Natural Resource Consultants
Petroleum Equipment & Services, Inc.
PND Engineers, Inc.

PRA (Petrotechnical Resources of Alaska)
Price Gregory International

Resource Development Council

SeaTac Marine Services

Strategic Action Associates

Surepoint Technologies Group US
Tanks-A-Lot

TorcSill

Udelhoven Oilfield System Services Inc.
US Ecology Alaska

Weston Solutions
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ConocoPhillips applies for pad expansion
ConocoPhillips Alaska has applied to expand the Kuparuk River unit 12-acre

Department of Natural Resources’ Division of Oil and Gas, the company said it
proposes to expand the east side of the existing
12-acre pad to provide additional laydown space
to accommodate increased North Slope con- .
struction activities. requesting approval to
The division public noticed the application ~expand the existing 12-
Jan. 19; comments are due by 4:30 p.m., Feb. 19.  acre pad, placing some By KRISTEN NELSON
The company is requesting approval to 18,500 cubic yards of
expand the existing 12-acre pad, placing some  (lean gravel fill onto 2.6

18,500 cubic yard's of clean gravel fill onto 2.6 acres of tundra, with all The state has approved plans of devel-
acres of tundra, with all work to take place from work to take place from opment from Hilcorp Alaska for the

existing gravel in the Kuparuk River unit. oy ; Duck Island and Northstar units, the com-
Work is scheduled to begin April 1, or as soon existing gravel in the , ’

. ) L2 ) . . pany’s smallest North Slope fields, both

as permits are received, ConocoPhillips said. Kuparuk River unit. producing from offshore facilities, for

“The proposed pad expansion is necessary to Feb. 13, 2023, through Feb. 12, 2024.
provide additional laydown space for the staging
and storage of drilling rigs, equipment, piping, and other materials associated with Duck Island unit
an increase in North Slope projects,” the company said in its application.

The western side of the pad is along the Oliktok Point Road, south of the
Kuparuk River 3R pad.

Petroleum News

The Duck Island unit plan of develop-
ment was the 41st POD for the field, the
Alaska Department of Natural Resources’
Division of Oil and Gas said in a Jan. 19
approval. The DIU was formed in 1978

—PETROLEUM NEWS

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.

@) NvaBors - mission To ZERO

Safer, Smarter - Incident Free

® EXPLORATION & PRODUCTION

" Duck Island, Northstar
pad. In a Dec. 19 unit plan of operations amendment application to the Alaska PODS apPrOVe d

The company is Smallest of Hilcorp’s North Slope fields; both produce crude and
natural gas liquids, with highest NGL percentage at Northstar

and currently includes some 17,588 acres
and three participating areas, Endicott,
Sag Delta and Eider.

Average daily production, December
2021 through November 2022, was 5,355
barrels per day of oil, the division said,
and 879 bpd of natural gas liquids.

During the previous plan, the 40th,
Hilcorp had committed to rig workovers
on well 3-11 to install a new tubing string,
on 1-29 to fix a leak in the production
casing, conversion of the 1-21 and 1-07A
wells to gas injection for enhanced oil
recovery and increasing water injectivity,
the division said, completing three of the
four well workovers, while deferring con-
version of the 1-21 well to evaluate more
economic opportunities for that well.
Water injection capacity was not
increased, the division said, “because
Hilcorp could not secure service equip-
ment needed to add perforations to exist-
ing water injection wells.”

On the facilities side, the company
proposed a facility turnaround, upgrading
and repairing the Satellite Drilling Island
low flow test separator internals and
installing a propane turbine demister, the
division said, with all the facility opera-
tions completed.

For the 41st POD, Hilcorp plans up to
three rig workovers with others as needed
and various non-rig well work, along with
key facility projects: “a facility turn-
around for upgrades and repairs to the
SDI low flow test separator internals,
propane turbine demister installation, and
LACT meter upgrades.”

The division said long-range activities
“include converting LSZ of the Kekiktuk
to gravity drainage to increase oil produc-
tion, and exploring the remaining Ivishak
and Alapah opportunities,” with no
drilling or sidetracks proposed.

Northstar

In its Northstar POD approval, also
issued Jan. 19, the division said the unit,
formed in 1990, includes four state leases
and three federal leases, a total of some
20,135 acres. Northstar has three partici-
pating areas, Northstar (Ivishak sands),
Fido (Ivishak sands) and Hooligan
(Kuparuk sands) and is jointly managed
by the division and the U.S. Department
of the Interior’s Bureau of Safety and
Environmental Enforcement.

Northstar production from January
through November 2022 was 2.4 million
barrels of oil and natural gas liquids and
183 billion cubic feet of natural gas, the
division said. Alaska Oil and Gas
Conservation Commission data for
November, the most recent month avail-
able, show Northstar averaged 7,028 bar-
rels per day of crude oil and NGL com-
bined, with 3,757 bpd of crude (53.5%)
and 3,271 bpd of NGL (46.5%), the high-
est percentage of NGL production of any
North Slope field.

In the previous POD, the 18th, cover-
ing Feb. 13, 2022, through Feb. 12, 2023,
proposed work included installing active
refrigeration on 45 newly installed heat
pipes and 41 converted thermosyphons,
along with continuing repair of the
island’s coastal defenses. Long range,

see PODS APPROVED page 7
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SLOPE VOLUMES

of 501,000 barrels per day, with North Slope produc-
tion forecast at an average of 492,000 bpd, with a range
of 448,000 bpd to 535,000 bpd.

“Outlook on production assumes that operators’ plans
and other project drivers stay unchanged,” the division
noted in its presentation to the Finance committees.

In both near and medium term, current production is the
backbone of state production, declining to below 300,000
bpd by FY32. A small segment of production comes from
resources under development — for the current forecast,
production expected from wells drilled in FY23.

Over the next 5 to 10 years, production currently under
evaluation begins to play a more significant role, account-
ing for some 250,000 bpd by FY32.

Key future projects

Peltier provided a status for five key future North Slope
projects.

*Santos made a final investment decision for the first
phase of Pikka in August, with first oil expected from the
project in 2026 and a peak design capacity for the first
phase of 80,000 bpd.

*Willow, in the National Petroleum Reserve-Alaska, is
awaiting a record of decision by the federal Bureau of
Land Management on the supplemental environmental
impact statement, with operator ConocoPhillips unable to
make a final investment decision until there is a ROD for
the project. The division said first oil is expected 6 years
after FID, and a peak rate of 180,000 bpd estimated.

*ConocoPhillips’ Narwhal CDS project in the Colville
River unit is a new pad development. Sustained production
could begin as early as 2028, and DNR estimates a peak of
32,000 bpd.

*Hilcorp Alaska has applied for a new pad, Raven or R,
in its Milne Point unit. DNR estimates peak production of
10,000 bpd for the new pad which it said is analogous to
Hilcorp’s 2018 M pad development at Milne.

*The Nuna-Torok project at the ConocoPhillips Alaska-
operated Kuparuk River unit saw appraisal activity in
2021, with additional drilling planned for 2022, and an ulti-

Peltier said a reason the ANS production
forecast shows gradual rather than jagged
changes when plotted is because new projects
are risked for volumes, start dates and

likelihood.

mate peak rate of up to 25,000 bpd.

Cook Inlet

From FY21 to FY22, Cook Inlet production, which
Peltier noted is critical for in-state refineries, declined,
down 11%, some 1,200 bpd.

A separate forecast for Cook Inlet was not included in
the presentation, but the difference between the ANS fore-
cast and the statewide numbers would indicate a Cook
Inlet forecast of some 9,000 bpd for FY23.

The Fall Revenue Sources Book shows a forecast of
9,400 bpd of Cook Inlet crude in FY23, dropping to 8,500
bpd in FY24 and 8,700 bpd in FY25, and then increasing
to 9,800 bpd in FY26 and 9,900 bpd in FY27, before
declining to average 6,200 bpd at the end of the forecast
period in FY32.

A-reason for the FY26-FY27 increase is not given in the
Revenue Sources Book, but the Middle Ground Shoal field
has been shut-in by a leak in a fuel gas line since April
2021. The division has approved applications by Hilcorp
Alaska, the field’s owner, for suspension of production at
the field through the end of June.

Before that field can come back online the fuel gas
pipeline issue needs to be addressed, and the Cook Inlet
production forecast, which shows a small increase in FY25
before increasing substantially in the subsequent two fiscal
years, may reflect the division’s expectation of when that
field would come back online.

Middle Ground Shoal was averaging just over 1,200
bpd in the two months prior to the shut-in.

Peltier cited Middle Ground Shoal as a reason for
decreases in Cook Inlet production and said increases
FY21 and FY22 were due to work by Hilcorp at Beaver
Creek, and the return to production of the Glacier Oil and
Gas fields Redoubt Shoal and West McArthur River,
which had been offline since May 2020 and came back

online in September and October of 2021.

North Slope highlights

In summarizing North Slope production for FY22 com-
pared to FY21, Peltier said all production areas had year-
on-year declines, with FY22 down some 2%, 9,570 bpd,
for FY21.

At ConocoPhillips Alaska’s Alpine, there was a natural
decline after flush production following an extended shut-
in from 2020, and due to limited development drilling in
FY22.

At Kuparuk and the Kuparuk satellites, managed and
majority owned by ConocoPhillips, natural decline fol-
lowed ending of natural gas liquids imports and associated
enhanced oil recovery in early 2022. Offshore fields saw a
natural reservoir decline.

FY21 to FY22 increases were in the National
Petroleum Reserve-Alaska, where ConocoPhillips brought
a second pad came online at Greater Mooses Tooth; at the
Prudhoe Bay satellites (which, for production reporting
purposes, include Hilcorp’s Milne Point), which had a 10%
production growth from “consistent drilling efforts”’; and at
Hilcorp-operated Point Thomson, where an 8% growth
was due to improved reliability of facilities.

The forecast

In forecasting, the division looked at publicly available
well data and did “ground-up” decline curve forecasts for
producing pools, based on Alaska Oil and Gas
Conservation Commission data. There were some 37 pro-
ducing pools in the state as of June 30.

The division also engaged with operators, and consid-
ered confidential data on 17 projects under development or
under evaluation, with forecasts for those using confiden-
tial data from operators, with future volumes “adjusted and
risked for scope of contribution, chance of occurrence and
start date.”

Peltier said a reason the ANS production forecast shows
gradual rather than jagged changes when plotted is
because new projects are risked for volumes, start dates
and likelihood. ®

Contact Kristen Nelson
at knelson@petroleumnews.com

continued from page 6

PODS APPROVED

Hilcorp’s plans included exploring import
of natural gas from Prudhoe for pressure
maintenance of the Kuparuk reservoir;
review of potential coil tubing drilling
candidates and a determination of
whether coil tubing drilling operations
were economically viable and mechani-
cally feasible on Northstar Island; and
researching the economic viability of Sag
River development, which, the division
said, “may require stimulation techniques
due to its low permeability and porosity.”

Hilcorp began ground refrigeration
expansion for all 86 heat pipes and
expects the first group of heat pipes will
be in service by early in the next POD
period, the division said. During the 18th

« 0il & Gas Construction Services

* Pipeline Construction
* Design Build & EPC

BUILDING ALASKA’S
RESOURCE INDUSTRIES

-

* Mining Construction & Maintenance

POD, “Hilcorp twinned NS-05 to NS-03
flowlines to lower flowing tubing pres-
sure and increase production for the
well,” the division said, and is continuing
analysis of other wells to lower tubing
pressure. “Proposed long-range activities
for identification of coil tubing drilling
candidates and Sag River development
are still being reviewed.”

For the 19th POD, the division said
Hilcorp is proposing a workover on the
NS-16A well, completing commissioning
of the remaining heat pipes — if that has
not been accomplished by the end of the
18th POD — and continuing a study of
the feasibility of coil tubing drilling at
Northstar, along with continuing evalua-
tion of Sag River. ®

Contact Kristen Nelson
at knelson@petroleumnews.com
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PEARL PAD

most productive field after Hilcorp’s
North Cook Inlet.

Paxton is the most southerly producing
pad at Ninilchik.

Pearl, currently only an exploration
pad, is south of Paxton, on acreage just
outside the unit boundary, although wells
are drilled from the pad into Ninilchik
unit acreage.

Hilcorp drilled seven Pearl
stratigraphic test wells in 2021
and in 2022 began drilling Pearl
exploration wells, with AOGCC
records showing two of three
permitted exploration wells
completed last year.

Pearl exploration

Hilcorp drilled seven Pearl stratigraph-
ic test wells in 2021 and in 2022 began
drilling Pearl exploration wells, with
AOGCC records showing two of three
permitted exploration wells completed
last year.

The current application includes pad
expansion with wells and facilities.

The company said it proposes to
expand the existing Pearl pad, drill two
grassroots gas development wells, Pearl
10 and Pearl 11, and one combined gas
development and oil exploration well,
Pearl 12, “and install associated infra-
structure including gas flowlines, electri-
cal instrumentation, a line heater, and a
separator.”

Hilcorp said the pad is outside
Ninilchik unit boundaries on private land,
but the bottomhole location for each gas
well is within the unit.

The pad expansion provides “addition-
al space necessary for production well
drilling and increased gas production from
the NKU. The expansion has been
designed to be the smallest achievable
footprint to allow for rig placement, asso-
ciated well drilling activities, and facilities
access.”

The schedule calls for pad expansion
from March 1 through April 5; drilling
and testing Pearl 10 from March 20
through June 30; drilling and testing Pearl
11 from May 16 through June 30; drilling
and testing Pearl 12 from June 30 through
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July 30; installation of facility piping,
electrical and instrumentation lines to tie
wells into existing production infrastruc-
ture from July 30 through Aug. 15; and
gas production from the three wells
beginning Aug. 15.

All dates are subject to “permit author-
izations, project constraints, scheduling,
weather, and other factors,” the company
said.

The new wells will be tied into future

gas production facility infrastructure on
Pearl pad, but no new buildings are pro-
posed.

Hilcorp Rig 169 will be used to drill the
wells.

Impact issues

Hilcorp said industry best management
practices will be used to minimize noise
from the drilling program, and noted that
drilling and well testing work is temporary.

907.659.3198 -

Colville Transport enables fuel distribution services
across the North Slope. With a fleet of more than
40 tractors and 40 tankers, we continuously move
product from Fairbanks, Anchorage, and the Port of
Valdez to the Colville tank farm at Prudhoe Bay.

When you need a dependable fuel source on the
North Slope, we're there where you need us.

colvilleinc.com

info@colvilleinc.com

“Sound impacts will be temporary and
will occur primarily during construction
and drilling,” the company said.

“Except where safety concerns dictate
elsewhere, lights on the drill rig and
mobile light plants will be pointed down
toward activities occurring on the pad.
The typical use of loudspeakers to com-
municate during drilling will be replaced
by the wuse of handheld radios.
Additionally, drilling vehicles and heavy
equipment will use broadband ‘white
noise’ backup alarms, instead of the typi-
cal louder and more annoying single-tone
backup alarms. Sight impacts will be mit-
igated by leaving the existing trees and
vegetation surrounding the pad area.”

Hilcorp said paid construction would
take approximately four weeks, as will the
drilling of each well.

Construction will be on a daytime 12-
hour shift, probably 7 a.m. to 7 p.m.

But the company said it is not practical
to operate the drilling rig “on a schedule
other than around the clock,” although
“steps will be taken to minimize visual
and sound impacts during operation.”

A mitigation measure waiver is being
requested for the pad location, which will
be within one-half mile of the mean high
water of Cook Inlet. “The coastline near
Ninilchik, Alaska has multiple active gas
production facilities,” Hilcorp said. “Pearl
Pad is sited approximately one mile from
Paxton Pad, the nearest active gas produc-
tion facility. Gas exploration and produc-
tion is an established land usage in the
Ninilchik area,” the company said.

—KRISTEN NELSON

Contact Kristen Nelson
at knelson@petroleumnews.com

HILCORP ALASKA
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INSIDER

*Record of Decision (ROD):
June/July 2023.

*Permits to the State Pipeline
Coordinator’s Section (SPCS)
shortly after ROD.

Note: Pre-application discus-
sions for pipelines have already

begun.

DEREK.NOTTINGHAM

Construction, performume

*Begin staging and early construction works for win-
ter of 2023-2024.

*Expected peak production of 180,000 barrels of oil
per day.

*600 million barrels of oil estimated (mmboe) total
production over project life.

*$8-$17 billion in royalty and property tax payment
to State of Alaska, U.S. and municipal governments.

2023 North Slope
exploration plans

AS MANY AS FOUR EXPLORATION wells are in
the works to be drilled early this year on Alaska’s North
Slope, although two of them might be held until
January 2024.

ConocoPhillips Alaska Inc. planned to begin drilling
the Bear 1 well on oil and gas lease ADL 393519 on
Feb. 25 and finish by March 25, targeting a Brookian

topset play.

The project is located on non-unitized state lands
that extend south of Alpine, approximately 22 miles
south of Nuigsut, and 4 miles east of the Colville River.
Per a state lease mayp, it is part of a block of CPAI-held
leases that are bordered on the north and east by Oil
Search (Alaska), or OSA, operated leases.

In studying available maps and a G&G team’s com-
ments, Bear 1 appears to be on trend with OSA’s 2020
Stirrup discovery.

Bear 1 will be approximately 12 miles south of
Stirrup 1, which had one of the highest flow rates of
any Nanushuk single-stage stimulation of a vertical well
on the North Slope.

Stirrup 1 successfully penetrated the Nanushuk
reservoir and encountered an oil column with net pay of
75 feet. The wellbore was cored, perforated through a
single-stage simulation and shut-in for six days to
enable pressure build-up prior to testing in which
Stirrup flowed at a stabilized rate of 3,520 barrels of oil
per day,

Armstrong’s North Slope Energy

North Slope Energy, a Bill Armstrong company, is
planning to drill two wells in the West Castle prospect
in the National Petroleum Reserve-Alaska in early 2023
or early 2024 as part of a multi-year exploration pro-
gram into a 92,000-acre lease block purchased from
Anchorage-based Borealis Alaska Oil in early 2020.

Armstrong is pursuing what he describes as “a per-
fect look-alike to Willow and Pikka,” meaning
Nanushuk reservoirs.

“West Castle is a gorgeous prospect. We identified it

off of 3D seismic,” Armstrong told Petroleum News in
mid-September.

Shortly after acquiring the acreage, Armstrong told
PN his leases lie to the immediate west of
ConocoPhillips’ Harpoon prospect.

If the first two wells are drilled this winter, drilling
is expected to start Feb. 15 using All American 111
drill rig.

Hickory 1 on schedule

The fourth well planned for this winter is 88
Energy’s Hickory 1 exploration well scheduled to spud
on or around March 1 in the company’s Project
Phoenix, which used to be called Icewine East.

In a quarterly activities report released as part of an
Jan. 25 ASX announcement, the company said the well
is designed to appraise six targets within SMD, SFS,
BFF and Kuparuk reservoirs.

88 Energy said it has Nordic Calista Rig-2 under
contract.

Permitting and planning for Hickory 1 is on sched-
ule to be completed end of January or shortly thereafter.

Alliance moving, Meet Alaska

THE ALLIANCE OFFICES are moving to a new
location in Anchorage — 406 W. Fireweed Blvd, Suite
200. They started moving on Jan. 23.

And Meet Alaska has been scheduled for Friday,
March 17, from 8 a.m. to 5 p.m.

It will be at the Hotel Captain Cook, which is at 939
W 5th Ave. in Anchorage.

—Oil Patch Insider is written by Kay Cashman

Petroleum

r = w S

Oil Patch Bits .

Colville Transport LLC makes environmental safety milestone

Fairbanks-based Colville Transport
LLC said Jan. 19 that it is pleased to
announce that the company has passed
a significant milestone by transporting
over 100 million gallons of fuel without
a spill during transport. From February
2019 through December 2022, its fleet
of 38 tractors (trucks) and 67 tanker
trailers made over 10,000 shipments

COURTESY COLVILLE

between Seward, Anchorage, Valdez,

Fairbanks and Colville's 6 million gallon tank farm in Deadhorse, Alaska. These shipments
included over 6,000 trips driving the Dalton Highway, otherwise known as the “Haul

housing facility.

Road,” to Prudhoe Bay. The road is a notorious 500-mile, mostly gravel road between
Fairbanks and Deadhorse that presents challenges, with steep grades and sharp turns,
washboard surfaces and dust and mud in the summer, extreme temperatures, and ice and
whiteout conditions in the winter.

According to Robbie Baker, the Colville operations manager in Fairbanks, one of the
things the company emphasizes is empowering its drivers to make their own safety calls.
He says, “We do our best to keep trucks out of harm’s way even if it means parking them
when the weather is bad. We also have a very experienced team of drivers, several of
whom have been driving the Haul Road for over 40 years.” Colville credits this milestone to
its dedicated team of drivers and the support team that keeps its fleet running safely.

Colville Transport is a subsidiary of Colville Holdings, a vertically integrated supply sys-
tem in the Prudhoe Bay area that also includes bulk fuel storage and distribution, industrial
supply, waste management, commercial towing, Deadhorse airport fueling, and a workforce
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METHANE HYDRATE

April and run through the end of 2024.
One of a kind

Nottingham called it a one of a kind project and said test-
ing of methane hydrate production was just starting.

Citing data from the U.S. Geological Survey, he said that
agency has estimated an undiscovered resource of 53.8 tril-
lion cubic feet of gas within hydrates on the North Slope.

Addressing a question on the commerciality of methane
hydrate resources on the North Slope, Nottingham noted
that the known conventional natural gas resources at
Prudhoe and Point Thomson is estimated at some 40-50 tcf.
That known conventional gas is much easier to produce and
would have a substantial life prior to methane hydrate being

The Japanese and Asian market, on the other hand, is in
pursuit of a domestic supply, Nottingham said and this proj-
ect can help them understand the resource.

John Crowther, deputy DNR commissioner, said the
North Slope of Alaska is one of the few places in the world
that has methane hydrates in an area with production facil-
ities, putting the state is in a unique position to be a first
mover. Were there to be large-scale development of
methane hydrates, the Alaska North Slope would be the
place to do it, he said.

Methane hydrate

Methane hydrate is a solid with molecules of methane,
the primary component of natural gas, concentrated inside a
lattice of water molecules. Vast quantities of methane
hydrate are known to exist around the base of the per-
mafrost on the North Slope.

North Slope is considered an excellent location for testing
methane hydrate production.

There was an initial test well from the Prudhoe Bay pad
in January 2019 which penetrated two highly saturated
methane hydrate-bearing reservoirs. A plan to drill addition
wells was delayed, presumably by COVID 19.

The geo-data well will be used to collect subsurface sed-
iment samples before being converted into a monitoring
wells, with the well drilled in 2019 also planned to be used
for colling data.

DOE has described the objective of the testing as deter-
mining the response to production of a hydrate reservoir
over a long enough period to effectively evaluate how gas
hydrates release gas in response to reservoir depressuriza-
tion.

—KRISTEN NELSON

developed, he said.

Because of its substantial oil and gas infrastructure the

Contact Kristen Nelson
at knelson@petroleumnews.com

continued from page 1

IGU CONTRACTS

facility, should there be some unanticipated
problem with the North Slope supply, IGU
General Manager Dan Britton told the
board. IGU will need to establish a new
trucking operation for shipping LNG from
the North Slope to Fairbanks, either as part
of IGU or as a contracted service, Britton
said.

On Jan. 18 Harvest confirmed the agree-
ment.

“We are pleased to be investing in a proj-
ect that utilizes North Slope gas to bring
reliable energy to the interior” said Harvest
CEO Jason C. Rebrook. “There is still a lot
of work to be done to bring this project to
completion, but we are excited about the
partnership with IGU that will give
Alaskans greater long-term energy securi-

ty.”

Agreed pricing over 20 years

Britton told the IGU board that the initial
contracts with Hilcorp and Harvest cover a
20-year timeframe, with agreed pricing for
gas delivered to the North Slope LNG facil-
ity and for LNG supplied on the North
Slope from the facility. Taking into account
this pricing, and the anticipated cost of
trucking the LNG to Fairbanks, IGU
expects the initial price of gas for the utili-
ty’s customers to be similar to current pric-
ing. The contracts factor in long term price
escalation to take inflation into account.
There will be some uncertainty over the cus-
tomer pricing until the trucking arrange-
ments are finalized.

IGU views the move to the North Slope
supply as bringing a high level of supply
reliability together with major capabilities
for supply expansion to support a growing
customer base, given the huge amount of

natural gas available on the North Slope.

On the other hand, the contracts have
minimum volume commitments — should
the growth in IGU’s customer base fall sub-
stantially below expectations, these volume
commitments would impact the Fairbanks
gas pricing. However, IGU is meeting its
targets for customer growth and anticipates
this success to continue. And in its early
years the LNG supply contract anticipates
LNG demand being below the LNG plant
capacity, with the agreement allowing for
shutdowns during the summer.

Under the terms of the contract with
Harvest, IGU has first right of refusal on any
future sale of the LNG plant by Harvest.
And should some other entity end up buying
the plant, the new entity would need to have
the financial capability to meet the contrac-
tual commitments that have been made to
IGU, Britton told the board.

When inviting board members to vote on
the resolutions, board chair Gary Wilken
commented on the major significance of the
move to the North Slope.

“This is really a historic vote ... years
ago to think that we’d be sitting here today
voting on a 20 or 30 year gas contract off of
the North Slope with a bright future ahead,
there were many that thought that couldn’t
happen,” Wilken said.

The Interior Energy Project

After IGU was formed in 2012 as a local
government owned utility, with the intent of
expanding gas supplies in the Fairbanks-
North Pole region, it became in involved in
the Interior Energy Project, or IEP, an
Alaska Industrial Development and Export
Authority sponsored project with the objec-
tive of bringing affordable natural gas to the
Fairbanks region. The concept was to estab-
lish a fuel source cheaper than fuel oil for
heating buildings, while also reducing the
winter air pollution that plagues Fairbanks.

IEP funding involved a combination of a
state appropriation; AIDEA Sustainable
Energy Transmission and Supply, or SETS,
loans; and AIDEA bonds.

The original concept was to use IEP
financing to build an LNG plant on the
North Slope and to truck the LNG to
Fairbanks.

However, following engineering work
for the LNG project, it became clear by the
end of 2014 that the project was not viable
— the project costs would have resulted in
gas prices too high for gas consumers. But
work did move ahead on some buildout of
the gas distribution pipeline network in
Fairbanks, on the assumption that an
expanded gas supply for the city would be
forthcoming at some stage.

In June 2015 AIDEA, in moving forward
on the IEP, purchased Pentex Alaska Natural
Gas Co., the owner of the Titan LNG plant,
the trucking operation for shipping LNG
from the Titan plant to Fairbanks, and
Fairbanks Natural Gas LLC, a gas utility
with customers in central Fairbanks. In
December 2017 AIDEA approved the sale
of Pentex to IGU, thus establishing a single
gas utility in Fairbanks, with its own LNG
supply via the Titan plant. The AIDEA
board also approved loans for the construc-
tion of a new 5.25 million gallon liquefied
natural gas storage facility in Fairbanks, to
underpin expanded gas supplies in the
region.

The new LNG storage facility was com-
pleted at the end of 2019 and in early 2021
IGU completed additional storage facilities
at North Pole. With then having plenty of
LNG storage capacity, IGU was able to
move ahead with expanding its customer
base and extending its gas distribution infra-
structure.

But the throughput capacity of the Titan
LNG plant then became a constraint on
future expansion. IGU had planned to

JUDY PATRICK
PHOTOGRAPHY

Creative photography for the oil & gas industry.

judypatrickphotography.com
907.258.4704

expand the plant from its 50,000 gallons per
day throughput to 150,000 gallons per day.
However, in the spring of 2020 uncertainty
in future energy pricing because of the
COVID pandemic caused the IGU board to
put a final investment decision for the plant
expansion on hold.

Britton told the IGU board in the Jan. 17
meeting that the utility had continued to see
the Titan expansion as the next step in
enabling the utility to sustain its plan of
expanding its customer base. The existing
Titan throughput capacity could only sup-
port IGU’s planned increase in customers
until the end of this year’s construction sea-
son, Britton said.

“At that point we have reached our max-
imum capacity with our current liquefaction
assets and our current supplies,” he said.

IGU anticipates having around 2,200
customers by the end of June this year and
expects its customer base to increase to over
6,000 by June of 2032.

Cook Inlet supply uncertainty

But a few months ago Hilcorp informed
all of the utilities sourcing natural gas in the
Cook Inlet that they should no longer rely
on Hilcorp to the extent that they have on
the past and that “they did not have line of
sight beyond their current contractual com-
mitments,” Britton said.

That, in effect, nixed the Titan expan-
sion, given what would have been a project
with an uncertain future involving more
than $60 million in debt funding. That
uncertainty would likely have made it
impossible to attract workable financing,
Britton said. Moreover, IGU has a commit-
ment to its existing customers to provide a
long-term, gas supply solution, he said.

IGU then looked at several potential
options for expanding its LNG supplies. The
utility discussed with a company called
Cryopeak LNG Solutions the possibility of
building a temporary 50,000 gallons per day
LNG plant next to the Titan plant, as a short-
term fix pending a longer-term solution. But
this would have taken about two years to
construct and would have resulted in rate
increases for IGU’s customers and higher
long-term costs, Britton said.

Another option could have been to
import Canadian LNG while further defer-
ring a decision on the Titan expansion —
IGU investigated various proposals for
trucking LNG from Canadian producers to
the Vancouver area for shipment by barge to
Alaska, Britton said. But each option would
have required gas price increases in
Fairbanks, in addition to which IGU would
have been exposed to uncertain future
Canadian gas pricing and the vagaries of
currency exchange rates.

Ultimately, the option to purchase LNG
via a Hilcorp North Slope gas supply and a
Harvest operated LNG plant on the Slope
proved to be the optimum solution. ®

Contact Alan Bailey
at abailey@petroleumnews.com
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OIL PRICES

high driven by the unwinding of China’s
strict zero-COVID policy that locked
down large swaths of its population and
industry in areas of COVID-19 outbreaks.

ANS dropped $1.60 Jan. 24 to close at
$82.97, while WTI fell $1.49 to close at
$80.13 and Brent plunged $2.06 to close at
$86.13.

ANS rose 22 cents Jan. 23 to close at
$84.57, as WTI rose 31 cents to close at
$81.62 and Brent rose 56 cents to close at
$88.19.

On Jan. 20, ANS added 97 cents to close
at $84.36, WTI added 98 cents to close at
$81.31 and Brent jumped $1.47 to close at
$87.63.

ANS jumped $1.27 Jan. 19 to close at
$83.39, as WTI rose 85 cents to close at
$80.33 and Brent jumped $1.18 to close at
$86.16.

Russian diesel sanctions
drive uncertainty

The European Union is about to sever
diesel trading with Russia, its largest exter-
nal diesel supplier, as sanctions on refined
fuel from Russia go into effect in early
February. The sanctions will launch in con-
cert with the G7 global price cap on
Russia’s refined fuel sales beginning Feb. 5.

Traders have warned that the sanctions
could boost already inflated prices and
worsen shortages.

“Any shortfall of Russian product
exports could coincide with higher demand
in China, tightening markets even further
and raising the prospect of price spikes that
renew inflationary pressure,” Henning
Gloystein, Eurasia Group analyst told the
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Some in the oil industry are more opti-
mistic, reasoning that the supply chain —
tested by pandemic, sanctions, and war —
can quickly adapt.

Rystad Energy consultant Jorge Leon
expects the sanctions will hobble Russia’s
economy, rather than backfiring too aggres-
sively on western economies.

“There is going to be a price impact, but
it won’t be a game-changer,” Leon said.
“European buyers have been stockpiling
diesel including by raising imports from
Russia in the past few months, so we’re
starting this potential shock to the system in
a reasonably good position.”

Europe will turn to new large-scale
refineries in India and the Middle East and
exports from China, to replace Russian sup-
plies.

Leon said the refined fuel sanctions
could lead to greater discounts on Russian
oil.

Russia’s primary export grade crudes are
trading at $40-$45 a barrel, a discount of
some 50%.

“I suspect China and India are going to

The Power

to get more done.

The Cook Inlet Tug & Barge fleet is built to
navigate the challenging and harsh Alaska
environment. You can trust our tough equipment
and experienced crew to get the job done.

Learn more: www.cookinlettug.com

Vi -
COOK INLET TUG & BARGE

ask for even bigger discounts, potentially as
much as 60%,” Leon said, adding that
diesel is more complicated to transport long
distances than crude oil.

EIA sees new crude
production records ahead

The EIA has forecast that crude oil pro-
duction in the United States will average
12.4 million barrels per day in 2023 and
12.8 million bpd in 2024, surpassing the
previous record of 12.3 million bpd set in
2019. U.S. crude oil production averaged an
estimated 11.9 million bpd in 2022, the EIA
said.

“Increased production in the Permian
region and, to a lesser extent, in the Federal
Oftshore Gulf of Mexico drives our forecast
growth in production,” the EIA said. “We
base our forecast on our expectations of
crude oil prices and infrastructure capacity
additions.”

The EIA forecast of crude oil production
in the Permian rose 470,000 bpd to average
5.7 million bpd in 2023.

New natural gas pipelines coming online
will allow producers to transport more nat-

ural gas that is produced along with crude
oil to market, removing a potential con-
straint on crude oil production, it said.

The EIA called for crude oil production
in the GOM to increase by 120,000 bpd in
2023, while production in other regions of
the United States except for the Permian
declines slightly.

In 2024, the EIA expects crude oil pro-
duction in the Permian will increase by
350,000 bpd, while production in the GOM
declines slightly. It forecasts that production
in other U.S. crude oil-producing regions
will increase by 70,000 bpd in 2024.

“We forecast the U.S. benchmark West
Texas Intermediate crude oil price will aver-
age $77 per barrel in 2023 and $72/b in
2024, down from $95/b in 2022,” the EIA
said. “Despite declining crude oil prices, we
expect the WTI price will remain high
enough to support crude oil production
growth, especially in the Permian, where
data from the Dallas Fed Energy Survey
indicate that average breakeven prices
range from $50/b to $54/b.” @

Contact Steve Sutherlin
at ssutherlin@petroleumnews.com
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Don’t choose between productivity or efficiency — get both.

Volvo haulers are built for all types of terrain and move massive
amounts of material at a lower cost per ton. Tackle your toughest
days with ease in one of the most comfortable cabs in the industry.

Talk to us today to learn how powerful, efficient Volvo
haulers can boost your bottom line.
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Construction Machinery Industrial, LLC

cmiak.com

Anchorage Juneau
907.563.3822 907.802.4242

Kirk Currey Alvin Ott
Sales Rep. Sales Rep. Fairbanks Ketchikan
Anchorage Branch Fairbanks Branch 907.931.8808 907.247.2228

In the world. The best construction equipment technology

In Alaska. The best sales and products support lineup
In your corner. The winning Team
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