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First things first

In preparation for drilling, construction crews lay the groundwork
for a Bakken-system multi-well pad approximately five miles north-
west of New Town in Mountrail County, North Dakota in mid-
February.

ND’s May lease acres increase
but cluster outside Bakken core

A total of 23,194 acres have been nominated for the
North Dakota Trust Lands’ May oil and gas lease auction —
up 30 percent from the 17,878 acres leased in the February
auction and up 28 percent from the 18,133 acres leased in
the May 2015 auction. The May acreage is also the highest
nominated acreage in any Trust Lands quarterly auction
since August 2013 when 54,483 acres were leased.

The acreage nominated for the May auction is spread
among 267 tracts across nine western North Dakota counties
all within the Williston Basin province. However, with the
exception of a few tracts along Lake Sakakawea in
McKenzie and Mountrail counties and one tract at Williston

see NDTL MAY SALE page 20

Once one, DeeThree splits in two

Calgary-based DeeThree Exploration is about to embark on
the next chapter of an eight-year existence by dividing itself
into two standalone operations built around its core holdings.

The company plans to consign its quirky name to the
archives, and take on some heft, labeling its new oil-weighted
entities Granite Oil and Boulder Energy.

Granite is being shaped as a dividend-and-growth company
based on its Alberta Bakken play near the Montana border,
while Boulder will focus on development of properties in the
Pembina-Brazeau area of west-central Alberta.

“The reorganization will create two independent, pure-play
oil companies which will pursue different business strategies
which better reflect the unique nature of the two different asset

see DEETHREE SPLIT page 22

ND gas capture hits 81 percent
at expense of some production

Curtailing production to meet gas capture targets may
cause oil production volumes to take a hit, but the positive
impact it has on flaring is what matters most to North Dakota
citizens, the state’s top oil regulator says.

Meeting gas capture targets in February required some
voluntary as well as ordered production curtailment, but by
doing so, North Dakota operators were able to capture 81
percent of the natural gas, well above the current 77 percent
target that went into effect in January. The state has not seen
gas capture at that level since July 2010.

“North Dakota citizens were very firm in what they want-
ed from this industry, and they wanted less flaring,” North

see GAS CAPTURE page 24
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‘An unusual event’

For first time in four years, ND output falls for two straight months

By MIKE ELLERD

Petroleum News Bakken

Oil production fell in North Dakota
again in February, marking the
first time in more than four years that
the state’s output declined for two con-
secutive months. Preliminary data
released by the Department of Mineral

ence on April 14. “Not an enormous
decline — about 1 percent decline —
but it’s the first time since December
of ‘10-January of ‘11 we’ve had back-
to-back production declines,” Helms
said.

“At that time it was because of
incredible winter weather,” Helms
added. “T don’t know if you remember

MAXINE HERR

Resources April 14 indicate the state
produced an average of 1,177,094 bpd
in February — a decrease of 14,104 bpd or 1.2
percent from the 1,191,198 bpd production in
January.

“An unusual event,” is how DMR Director
Lynn Helms described the second month of pro-
duction decline during a monthly press confer-

® DRILING & COMPLETION

LYNN HELMS

the winter of ‘10-’11, but it was the

worst winter in the oil patch that we
had had in probably several decades.” However,
weather was not a significant contributor to the
production decline in February, which Helms
described as “pretty much normal” with “seven
windy days and nine very cold days and little or

see ND OUTPUT page 23

XTO ramps up activity

ExxonMobil subsidiary look’s to drill 600 of 800 wells in April ND applications

By MIKE ELLERD

Petroleum News Bakken

mong applications for drilling additional
wells on existing drill spacing units that the
North Dakota Industrial Commission will consid-
er during hearings on April 22, 23 and 24 are nine
applications from ExxonMobil subsidiary XTO
Energy requesting authorization to drill up to a
total of 610 wells on 73 DSUs most of which are
in Williams County (see table).
Of those 73 XTO spacing units, 46 are 1,280-
acre units, another 26 are 2,560s and one is a 320-
acre DSU. The 1,280s and 2,560s are in the Capa,

see XTO ACTIVITY page 21

® PRODUCTION & RECOVERY

Oasis continues MT
Bakken development

As the second largest Bakken producer in
Montana, Oasis Petroleum continues devel-
oping the resource in that state, and the
Montana Board of Oil and Gas Conservation
will consider a number of the company’s
drilling and spacing unit applications when
it meets in Billings on April 30.

Among the applications that Oasis has
submitted are four seeking permanent status

see OASIS IN MT page 21

ND’s new oflicial record IP

Recently released DMR data show a Whiting upper TF well tested at 7,824 boepd

By MIKE ELLERD

Petroleum News Bakken

Data recently released by the North
Dakota Department of Mineral
Resources make official a new record

The Flatland Federal 11-4TFH pro-
duced 6,002 barrels of oil and 10,932
thousand cubic feet of natural gas in the
first 24 hours on production, which
equates to the record 7,824 boe using a
conversion of 6,000 cubic feet of gas per

high initial production rate of 7,824 bar-
rels of oil equivalent per day that a Whiting
Petroleum offsetting upper Three Forks well in
the Twin Valley field in northern McKenzie
County put out during the first 24 hours of pro-
duction when tested in October 2014. Whiting
announced the IP in its third quarter 2013 press
release, but with the well on confidential status
for six months, the data only recently became part
of North Dakota’s official public record.

barrel of oil equivalent.

A second Whiting well on the same pad, the
Flatland Federal 11-4HR completed in the middle
Bakken and also tested in October, also trumped
the previous high IP by producing 5,002 barrels of
oil and 12,706 mcf of gas for a combined IP 7,120
boe. Both of those top IP Whiting wells were
completed with coiled tubing and cemented lin-

see RECORD IP page 6


http://www.petroleumnewsbakken.com

2 PETROLEUM NEWS BAKKEN ® WEEK OF APRIL 19, 2015

I q 0 I i i ‘: I i Petroleum News Bakken

ON THE COVER 15 Top 10 Bakken wells by IP rate, April 7-13
‘An unusual event’ COMPANY UPDATE

For first time in four years, ND output 7  Triangle’s businesses rely on each other
falls for two straight months 8  ConocoPhillips’ optimistic look ahead
XTO ramps up activity 16 American Eagle struggles with debt load
ExxonMobil subsidiary look’s to drill 600 18 Penn West sells royalty stake to tackle debt
of 800 wells in April ND applications ENVIRONMENT & SAFETY

SIDEBAR, Page 1: Oasis continues MT Bakken development

’ == 18 Flare appears to be cause of grassland fire
ND’s new official record IP PP g

Recently released DMR data show a Whiting GOVERNMENT

upper TF well tested at 7,824 boepd 3 Onstad frustrated with funding formula
ND’s May lease acres increase 5  NDS shifting approach on rail safety

but cluster outside Bakken core 10 Aiming to restore landowner trust

Once one, DeeThree splits in two SIDEBAR, Page 10: Transforming rubbish to roads
ND gas capture hits 81 percent LEGAL COLUMN

at expense of some production 4  Court rules on force majeure in NY case
BAKKEN STATS MOVING HYDROCARBONS

11 Whiting tops all of the week’s stats charts 4  Summers voices Keystone XL support

12 North Dakota Pipeline Authority Monthly update, April 6  Pipelines pick up 3 WB export share points
13 IPs for ND Bakken wells, April 7-13 9  Washington tribe sues BNSF to stop oil trains
14 North Dakota oil permit activity, April 7-13 SIDEBAR, Page 9: BNSF counters alleged spill reporting violations
15 Top 50 North Dakota Bakken oil producers, February 17 TransCanada scraps Quebec terminal

15 ND weekly county permit totals, April 7-13

WHERE PROGRESS MEETS PRESERVATION

Professional cultural resource inventories for the oil & gas industry
with two offices serving the Upper Midwest.

QOur services include:

« NEPA & NHPA compliance Bismarck, ND
assistance
« Archaeological inventories
+ Native American consultation
« Architectural history
« Preservation compliance Denver, CO
« Interpretive planning
« Interdisciplinary GIS mapping
and geoprocessing analysis

Beaver Creek
ARCHAEOLOGY

701-663-5521 | info@bcarch.org
www.bcarch.org



http://www.bcarch.org
http://www.bluetickinc.com

PETROLEUM NEWS BAKKEN ¢ WEEK OF APRIL 19, 2015

® GOVERNMENT

Onstad frustrated with funding formula

Proposed share of oil production tax revenue is not enough for Parshall Democrat, a strong advocate for infrastructure funds

By MAXINE HERR

For Petroleum News Bakken

H ouse Minority Leader Kenton
Onstad from Parshall represents

District 4 in the North Dakota
Legislature which includes six oil pro-
ducing counties. He’s served in the
House since 2001 and since 2009 has
pushed for changes to tax revenue distri-
butions in order to send more dollars
back to western communities. As the
64th Legislative Assembly heads into the
homestretch, Petroleum News Bakken
sat down with Onstad to discuss the
progress made for his constituents.

Petroleum News Bakken: What were
your top priorities coming into this ses-
sion of the Legislature?

Onstad: Number one was funding for
infrastructure — not only for counties,
but cities and schools. It’s probably been
a priority for several sessions of mine, so
it’s really the funding formula. We have
water projects, we have Department of
Transportation, and we have other
schools and unmet needs for townships
all across the state. I think we look to
support that and we kind of are but not
at the level I think we could be.

Petroleum News Bakken: How do you
feel about the failed contingency amend-
ment presented by Democrats to the for-
mula bill (House Bill 1176) which would
have raised the percentage of gross pro-
duction tax revenue sent to oil producing
counties to 40 percent if oil production
grows to 1.2 million barrels per day by
February 2016? (HB 1176 was amended
from a 60/40 percentage split weighted
to the counties to a 30/70 split.)

Onstad: I’'m not supportive of the bill
the way it is — the way it came out of
the House being at 30 percent. Yes, we
sent out the surge fund, but don’t put the
surge fund and this funding formula
together and say look at all the money
we’re giving to western North Dakota.
That surge funding should have been
there four years ago. We shouldn’t have
been playing these games. Because we
adopt a two-year budget, the second half
of the budget according to Moody’s
Analytics is a lot more positive than the
first half so we have production levels
going to be at 1.2 million barrels per
day. We can afford to increase that distri-
bution to 40 percent. Did the contin-
gency fall on deaf ears? I don’t think so,
but they want to put their hopes into
1377.

(House Bill 1377 would take the
unobligated balance of the strategic
investment and improvement fund — the
final “bucket” filled from the gross pro-
duction tax revenue — and apply 30 per-
cent of it to the political subdivisions
instead of sending 25 percent to the
Legacy Fund, a savings fund constitu-
tionally untouched until 2017).

Is it any real difference than just
going to 40 percent? The change (in HB
1377) is running funds back to the for-
mula and it comes back to the western
counties and that’s good. But when pro-
duction comes up, everything else is tied
to that — income tax collections are up,
corporate tax, sales tax, motor vehicle
excise tax are all up — because we’re
producing more and they’re distributing
more so it really has nothing to do with
whether the trigger’s on or off. The fact

that production is
there and we’re able
to fill this bucket
list means we could
afford the 40 per-
cent. It’s a choice.

Petroleum News
Bakken: How do

you feel about the
tax triggers?

Onstad: As we have been in oil explo-
ration since 1951 all of our incentives
were based on something that happened
and it was either to continue or encour-
age drilling. To say that now we should
change it, it would be a little disingenu-
ous to say to the oil industry that’s really
going to hurt us now. I think we have to
live with that decision, let it run its
course and then probably look at that
whole formula again. I’'m hesitant at this
point to change that; it should be a big-
ger, broader picture. We had all these
incentives and they’re all there for a rea-
son. We had at one time 17 or 18 incen-
tives at one level or another. Let’s clean
all that up.

KENTON ONSTAD

Restricting regulatory hodies

Petroleum News Bakken: The House
Appropriations Committee cut the rail
safety program funding from the Public
Service Commission's budget. What are
your thoughts on that?

Onstad: I have no idea why they want
to do that. It kind of started with a press
release from the governor’s office that
said the railroad’s going to put their own
inspectors on it and the committee mem-
bers thought, well if they’re going to put
more of their inspectors on it then we’ll
cut them. That’s what happened. Well,
then when you visit with industry that
doesn’t necessarily mean all the railroads
because that was only BNSF. You’ve got
CP; you’ve got some of these short lines.
What are they going to do? They’re
hauling oil as well on the tracks and the
safety is needed. Speeds have changed,
dynamics have changed. Were the rail-
roads built for those kinds of specs?
That’s what the safety program will look

GLASSER IMAGES

at. Is it the railroad to tell you that? I
don’t think so. I think we need an inde-
pendent regulatory body to look at that
and that’s why the PSC should be front
and center and we’re trying to restore
that back. We put amendments to restore
that back, they failed, and we’re going to
have a minority report when it comes to
the floor to discuss that.

Petroleum News
Bakken: Lawmakers intro-
duced some bills which
would affect the authority
of the North Dakota
Industrial Commission
which regulates the oil
and gas industry. For instance, House
Bill 1187 which would have required
orders of “general applicability” to be
subject to the administrative rules
process did not pass, but Senate Bill
2343 which requires the NDIC to report
the fiscal effect of any orders in excess
of $20 million to the Legislative
Assembly was passed and became law
on April 8. What are your thoughts on
how NDIC operates and do you feel
there is a need to rein in its authority?

Onstad: I think they have a lot of
entities. Really, the way the state has
gone, the question is: can three people
really handle that? They have their own
real jobs they’re doing and then they
need to be part of the Industrial
Commission. Part of that is we probably
should expand that to four to five mem-
bers. Maybe that should not be done (in
the Legislature); maybe that should be a
vote of the people. The one
with the orders, they want-
ed to rescind the two orders
— the oil conditioning and
flaring. All they want to do
is rescind those orders, so
what do you want to
replace it with? The oil/gas stabilization
is part of the railroad safety. We need to
look at it and stabilize the oil. Is it per-
fect? No, I disagree with parts of it but it
was in the right direction. The argument
to rescind it is that the industry didn’t
want it in the first place. So who are we
regulating here? The public wanted this.
Other states wanted it, and yet follow the
money.

see ONSTAD Q&A page 19
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Summers voices Keystone XL support

A former treasury secretary (under Bill Clinton) and key economic advisor
(under Barack Obama) has chided both the United States and Canadian govern-
ments over their failure to work together and independently clear the way for
Keystone XL.

Lawrence Summers told a business audience in Toronto that, speaking for him-
self, he wished the pipeline had already been approved to
meet U.S. energy needs and to acknowledge the importance
of its relationship with Canada.

Instead, delays in moving the project through the U.S.
regulatory and political system have turned the clock back
far into last century by forcing the oil industry to move more
of its production by rail, which he rated as a “dangerous”
activity because of its potential for accidents and environ-
mental damage.

Summers, who has also served as chief economist at the
World Bank, said Canada could also have “made it easier for LAWRENCE SUMMERS
the U.S. to approve Keystone” by showing “more concern”
about the issues raised by environmentalists, including the climate change argu-
ments related to the movement of heavy crude from Canada into the U.S.

But, regardless of the aggressive line taken by Prime Minister Stephen Harper,
who said U.S. approval of XL would be a “no brainer” and that he would “not take
no” for an answer from the Obama administration, Summers said the U.S. “should
have approved Keystone.”

He said allowing construction of the system from Alberta, through the Bakken
region to the U.S. Gulf Coast remains “the right answer.”

—GARY PARK
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Court rules
on force majeure
in New York case

Fracking ban in Empire State found insufficient to hold leases

past primary term; such litigation will spread as low prices linger

By JANNELLE STEGER COMBS

For Petroleum News Bakken

0 n March 31, the New York Court
of Appeals decided a case that
could be used for defining force majeure
arguments in other parts of the country.
The case was pending in the United
States Court of Appeals for the 2nd

Circuit when that
court certified ques-
tions of state law
relating to oil and
gas leases to the
New York appellate
court.

History of case

Walter Beardslee
along with several
other New York
mineral owners in Tioga County entered
in oil and gas leases with Victory Energy
Corp. between 2001 and 2009. The leas-
es all contained typical habendum claus-
es: “It is agreed that this lease shall
remain in force for a primary term of
FIVE (5) years from the date hereof and
as long thereafter as the said land is
operated by Lessee in the production of
oil or gas.”

The leases also contained a normal
force majeure clause, that stated in part
“[i]f and when drilling ... [is] delayed or
interrupted ... as a result of some order,
rule, regulation, requisition or necessity
of the government, or as the result of
any other cause whatsoever beyond the
control of Lessee, the time of such delay
or interruption shall not be counted
against Lessee, anything in this lease to
the contrary notwithstanding. ...”

> JANNELLE STEGER
COMBS

NY moratorium

On July 23, 2008, the governor of
New York ordered a formal public envi-
ronmental review of the combination of
horizontal drilling and hydraulic fractur-
ing. After a preliminary report, the gov-

ernor, on Dec. 31, 2010, issued an exec-
utive order that a final report be issued
and that until the report was completed,
no permits would be issued for horizon-
tal drilled and hydraulic fractured units.
At the end of 2014, the ban on hydraulic
fracturing was made permanent by New
York.

In February 2012, after the primary
term of the lease had expired, Beardslee
and the landowners commenced a
declaratory action against Victory and
two additional partial assignees of the
lease, Inflection Energy LLC and
Megaenergy Inc., in federal court in
New York requesting that the leases be
declared expired. The lessees argued that
the force majeure clause extended the
primary term due to the drilling ban.

In 2012, the federal court granted
summary judgment in favor of the min-
eral owners. That court did not reach the
force majeure issue because it held that
that conventional drilling could still
occur, so the oil companies could have
drilled and extended the lease into a sec-
ondary term.

The New York appellate court found
that the force majeure clause does not
modify the primary term of the haben-
dum clauses and will not extend the leas-
es. The court said the force majeure
clause only modified the lease in the sec-
ondary term, after a well has been
drilled.

Lessons learned

As prices continue to be depressed, cre-
ative arguments will be used throughout
oil-producing states to preserve leases. The
force majeure clause can be used for many
unplanned events like flooding, storms;
creative arguments like this can often be
made. Sometimes they succeed, but often,
like in this case, they do not. Still, nothing
ventured is nothing gained. ®

Contact Jannelle Steger Combs
at je@combs-law.com
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ND’s shifting approach on rail safety

Committee cuts $972,000 for rail inspectors leaving safety concerns to the feds; other state leaders believe state-run is better

By MAXINE HERR

For Petroleum News Bakken

Some North Dakota lawmakers feel that ensuring rail
safety needs to be left to the federal government and
private industry, so they chose not to fund a state-run
program of further safety checks.

On April 7, the North Dakota House Appropriations
committee voted 16-5 to strip funding for two rail safety
inspectors and one rail safety man-
ager from the Public Service
Commission’s budget, claiming
that the federal government has
increased its own inspectors and
BNSF Railway is implementing
additional safety measures, there-
fore state inspectors are not neces-
sary.

“It just grows government and
duplicates efforts of the federal JULIE FEDORCHAK
government,” Rep. Jeff Delzer of
Underwood who chairs the committee said. “It doesn’t
give any additional guarantee of safety.”

The Senate had passed the bill (Senate Bill 2008)
unanimously in February, and Senate Majority Leader
Rich Wardner said he was disappointed that the House
committee cut the safety program funding.

“We always talk about the state’s rights and some-
times we need to take charge and make sure we’re doing
the job so the feds don’t want to come in and regulate
us,” Wardner told Petroleum News Bakken. “That’s an
overall principle in all areas.”

That was also the sentiment of PSC Chair Julie
Fedorchak who told Petroleum News Bakken that the
state does not traditionally “push things back to the
feds,” especially something that has a significant impact
to the citizens.

“These trains go through 175 North Dakota commu-

nities — right through the middle of town — and so it’s
proven risks,” Fedorchak said. “Now is the time to make
this investment. We’ve never said we can eliminate
every future accident or solve every problem, but we
should be vested in the project. We should be working
along with the feds to increase the safety and increase the
efficiency and safety of the rail system.”

Fedorchak said the Federal Railroad Administration
had testified before the committee to explain the need for
the program saying it welcomes a state-run program to
assist its efforts.

“I’ve had a lot of conversations with the FRA and
PHMSA (Pipeline and Hazardous Materials Safety
Administration) and they are very supportive with the
state getting involved,” she said. “They have said they’re
doing the best they can with what they have, but there’s
a lot going on around the country and they don’t have
enough resources to do the job completely and protect
every area like they’d like to.”

Currently 30 states have state-run rail inspection pro-
grams to complement federal oversight and Fedorchak
said about 10 of those are increasing the number of
inspectors due to the increase in crude moving by rail.

‘A broken promise’

Rep. Ron Guggisberg, a Democrat and fire depart-
ment captain from Fargo, said scrapping the rail safety
program represents a broken promise that leaves North
Dakota at risk of further rail-related incidents. He carried
a “minority report” on the bill when it was considered by
the full House but it was not approved. It would have
funded the rail safety program at a price tag of $972,000
with money coming primarily from special fuel taxes of
which the state receives about $5 million a biennium.
Instead, it has been moved to a conference committee.

“In the wake of the near-disaster outside Casselton,
state officials were scrambling all over each other with
proposals to address rail safety,” Guggisberg said in a

statement. “Now, when it actually matters, members of
the majority are actively opposing the creation of a rail
safety program while GOP statewide officeholders sit
back and do nothing about it. That’s unacceptable to us,
and we’re going to push hard to bring the rail safety pro-
gram online in the remaining days of the session.”

During last November’s elections, a state-run rail
safety program met bipartisan approval as both
Fedorchak and her opponent in the race Sen. Tyler
Axness advocated for greater rail inspections. In addi-
tion, Gov. Jack Dalrymple issued a press release on
March 31 touting the proposed rail safety program fund-
ing.

Democratic optimism

As the bill is hashed out in a conference committee,
two Democratic senators are hopeful it will result in a
funded program despite the House Appropriations’ deci-
sion.

Sen. Tim Mathern said he’s concerned about the risk
of a railcar derailment and explosion in urban areas like
his hometown of Fargo if the state doesn’t get behind the
program. He criticized the appropriations committee for
making “blunt cuts” in a variety of budgets brought
before them.

“It’s a pattern ... there’s just sort of like blatant cuts
that are done just because there’s too much money being
spent,” Mathern said.

Sen. Connie Triplett who served on the interim
Energy Development and Transmission Committee
where discussion of the rail safety program met strong
bipartisan approval from both chambers is also disap-
pointed to see the funding cut by House Republicans.

“There’s a general resistance on the part of the more
conservative Republicans on the House side — resist-
ance to growing government of any type irrespective of
oil prices being down now,” she said. “It’s just a philos-

see RAIL SAFETY page 9
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Pipelines pick up 3 WB export share points

By MIKE ELLERD

Petroleum News Bakken

A fter nine months of essentially flat
crude oil export market share
between pipelines and railroads, pipelines
picked up three market share points in
February bumping the percent of crude oil
piped out of the Williston Basin from 35
in January to 38 according to data released
by the North Dakota Pipeline Authority on
April 14. All three of those market share
points came from the rail side whose
export share fell from 58 to 55 percent. Of
the remaining 7 percent of Williston Basin
crude produced in February, 6 percent
went to Tesoro’s Mandan refinery and 1

percent was trucked into Canada and into
Canadian pipelines.

In May 2014 pipelines’ market share
increased 4 percentage points pulling in
34 percent of basin crude exports. That
market share fluctuated between 33 and
35 percent through January before jump-
ing another 4 points in February. The last
time pipelines held a 38 percent market
share was in October 2012, but that was
only after a steady decline from 56 percent
in March 2012. At that time rail accounted
for just 28 percent of basin exports.

The highest market share pipelines
have held over the four-plus years which
the Pipeline Authority has been tracking
was in April 2011 when pipelines account-

ed for 71 percent of exports and railroads
accounted for 11 percent.

Brent /WTI price spread

The shift came amid a widening in the
price differential between Brent and West
Texas Intermediate, which averaged $7.84
in February compared to $2.35 in January.
The January price spread was the lowest
monthly differential going back to
January 2011, and followed a year-long
general decline that began in February
2014.

Typically a wider Brent/WTI spread
favors more rail exports to the East and
West Coasts where pricing more closely

continued from page 1

RECORD IP

ers.

According to Petroleum News
Bakken’s research, the previous record
high combined IP was 7,027 boe from
Statoil’s Beaux 18-19 7H in the neigh-
boring Banks field, which now stands as
the third highest North Dakota IP. That
well, originally drilled by Brigham Oil
and Gas, produced 5,417 barrels of oil
and 9,663 mcf of gas when tested in
August 2013.

Whiting’s Tarpon 21-4H well, also in
the Twin Banks field, now moves down
from the No. 2 IP in the state to No. 4.
That well produced 4,815 barrels of oil
and 13,163 mcf of gas when tested in

October 2011 for a combined IP of
7,009.

The fifth highest IP is now Statoil’s
Beaux 18-19 4H middle Bakken well,
on the same pad as the other Statoil
well, that yielded 5,387 barrels of oil
and 9,484 mcf of gas for a combined IP
of 6,968 boe when tested in June 2013.
That well was also originally drilled by
Brigham Oil and Gas.

While not breaking a record, a third
Whiting well on the same pad as the
other Flatland Federal wells, a second
bench Three Forks well, produced 4,207
barrels of oil and 10,340 mcf of gas in
the first 24 hours for a combined IP of
5,930 boepd. The three Whiting wells
filled the top three spots on the week’s
top 10 IP list for North Dakota wells
(see page 11).

Since going on production Oct. 11,
Whiting’s top IP well has been on pro-
duction for a total of 178 days yielding
263,964 barrels of oil and 641,379 mcf
of gas for an average daily output of
1,483 barrels of oil and 3,602 mcf of gas
with a combined average of 2,084
boepd.

Whiting’s second IP well has been on
production for 177 days yielding
231,901 barrels of oil and 536,215 mcf
of gas for daily averages of 1,310 bar-
rels, 3,030 mef and 1,815 boe.

Statoil’s Beaux 18-19 7H well has
produced 215,734 barrels of oil and
317,305 mcf of gas over 475 days
resulting in daily averages of 454 bar-
rels, 668 mcf and 566 boe. ®

Contact Mike Ellerd
at mellerd.pnb@gmail.com

follows the Brent benchmark, and in gen-
eral Williston Basin exports have reflected
that trend. While that was not the case in
February, historically there has been a
one- to two-month lag period before
exports begin to respond to a shift in the
Brent/WTI spread.

Looking forward, the Brent/WTI
spread continued to widen in March aver-
aging $9.15 for the month. However, in
the first half of April the spread again
began narrowing, averaging $5.62
through April 15. On April 15, Brent set-
tled at $60.32 on the New York Mercantile
Exchange and WTI settled at $56.39 for a
corresponding differential of $3.93.

Double H pipeline

Another factor that could affect export
market share in coming months, accord-
ing to Pipeline Authority Director Justin
Kringstad, is startup of the Double H
pipeline which Kinder Morgan recently
purchased from Hiland Partners. That
pipeline will provide 84,000 barrels per
day of crude oil transport from western
North Dakota to a regional hub in
Guernsey, Wyoming, where a connection
is available to Cushing, Oklahoma,
through Tallgrass Energy’s Pony Express
pipeline. “So we will see a change in
dynamics as that system goes into service,
and that will be reflected in coming
months in the transportation estimates,”
Kringstad said in an April 14 press confer-
ence, adding that the pipeline has some
strong shipper commitments.®

Contact Mike Ellerd
at mellerd.pnb@gmail.com
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Triangle’s businesses rely on each other

Knowing that when its EGP business is rocky, its subsidiary is keeping cash flow steady helps it weather the pricing storm

By MAXINE HERR

For Petroleum News Bakken

While Triangle Petroleum generated
77 percent more revenue in fiscal
year 2015, ending Jan. 31, compared to fis-
cal year 2014, its fracture stimulation sub-
sidiary RockPile Energy Services boasted a
116 percent increase year-over-year.

“2014 was a year of excessive inflation
where high costs were offset by high rev-
enue, and in that environment our service
business was a star performer, generating
record revenues,” President and CEO
Jonathan Samuels told analysts on April
14.

Triangle is relying on the integrated
model to give the flexibility it may need in
the volatile commodity markets of 2015
while still planning to separate RockPile
from Triangle in late 2016 or early 2017,
Samuels said. He expects RockPile to feel
some pressure in coming months as service
companies have become very competitive,
but the cost savings within Triangle’s
exploration and production business should
make up for that loss.

“We are at the same profitability levels
we were before when oil was $90 because
of how much capital costs were,” Samuels
said.

Triangle improved its well costs by 14
percent year-over-year, decreasing drilling
time to a 16-day average. Its downspacing
program in the Bakken was increased from
six Bakken wells to eight with four Three
Forks wells per drilling spacing unit. The
company said it is doing further evaluation
and testing of Three Forks downspacing.

Dominic Spencer, executive vice presi-
dent of operations, said efficiency gains
coupled with lower service prices allowed
Triangle to bring average well costs to less
than $8 million, and he expects further
reductions if the poor market conditions
persist.

Output and capex

Triangle increased its production by 116
percent compared to fiscal year 2014 by
reaching 11,441 barrels of oil equivalent
per day, which was also slightly above the
high end of its guidance. Chief Financial
Officer Justin Bliffen said it was the third
year in a row the company exceeded esti-
mated production. The company complet-
ed 49 gross (34.5 net) operated wells with
four rigs in fiscal year 2015. During the
fourth quarter, it produced 14,747 boepd,
more than double what it produced in the
fourth quarter of fiscal year 2014 ending
Jan. 31, 2014.

Spencer said the fourth quarter produc-
tion success was due in large part to the
optimization of its artificial lift practices
early on in the life of the wells. Electronic
submersible pumps allowed Triangle to
produce greater initial rates so he expects
them to be a “vital piece” of the company’s
strategy going forward. During fiscal year
2016 which began on Feb. 1, Triangle
anticipates producing 11,000 to 13,000
boepd while cutting capital expenses by 71
percent from fiscal year 2015 levels.

Capital expenditures in fiscal year 2015
amounted to nearly $672 million. Triangle
incurred $435 million of drilling and com-
pletion costs during the year which
includes about a 7 percent cost savings due
to a consolidated elimination benefit from
RockPile, Caliber Midstream Partners and
other services resulting in a combined
reduction of $31.6 million in oil and natural
gas expenses.

Triangle raised its estimated net proved
reserves by 61 percent to nearly 59,000
mboe at the end of fiscal year 2015, mark-
ing a 46 percent increase year-over-year.

RockPile’s “‘excellent year’

During fiscal year 2015, RockPile dou-
bled its hydraulic fracturing fleet and
workover rig segment. RockPile made
more than $418 million of its own revenue
compared to about $194 million the previ-
ous year. In the fourth quarter alone,
RockPile brought in just over $111 million.
The company increased completions from
the prior year by 83 percent with Triangle
completions making up about half of those
wells.

The decline in completions has been
steeper and more rapid than RockPile
anticipated, but Executive Vice President
James Evans said the company has experi-
enced a significant gain of market share
even as frack spreads have declined by

about 50 percent. He said he’s “proud
we’re busy” and by staying active, the
company has been fortunate to avoid lay-
offs. RockPile began lowering prices in
November and December to stay competi-
tive.

“Pricing has continued to deteriorate
since that time due to competitiveness in
the basins where we operate,” Evans said.
“In some cases, we’re seeing competitors
bid work below cost in an attempt to avoid
set down costs.”

Finding opportunity

Samuels sees the upcoming year as one
of opportunity because economic realities
will eventually set in and potential sellers
will emerge.

“You’re going to see a lot of service
companies out there go out of business,”
Samuels said. “When you go from 72 frack
leads in the Bakken last July to 25 today,
that’s a big decrease. ... The fleets today in

the Williston can barely keep up with the
90 rigs, even though that’s a low number,”
he continued. “The moment you see opera-
tors wanting to turn the pedal back on for
completing their backlog, you’re going to
see (service) pricing recover.”

The company plans to protect cash flow
by hedging at $60 a barrel for the next two
years. While the company’s previous
hedge strategy during high oil prices was to
hedge as much as possible 15 to18 months
out, the new price environment calls for a
new strategy, Bliffen said.

“We can establish a decent return at
those prices and it’s also kind of a dooms-
day strategy,” he said. “We won’t hedge as
much as we can ... but still putting on some
cash flow protection at $60 for the next two
years gives us a lot of protection in a $40
oil world.” @

Contact Maxine Herr
at maxine606@msn.com
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ConocoPhillips’ optimistic look ahead

While lowering Bakken rigs to three in 2015, plans call for 10 rigs by 2017 as spacing and middle Three Forks pilots continue

By MIKE ELLERD
Bakken: Optimizing Field Development Through Pilot Programs Petroleum News Bakken

North bDakota Current Testing Tighter Spacing  Evaluating Further Upside fter twice cutting its 2015 capital
WILLIAMS MOUNTRAIL 160-acre! in Bakken / 80-acre! in Bakken/ Additional Wells in expenditure budget to nearly one-
GRBVH Upper Three Forks Upper Three Forks Middle Three Forks third of what it spent in 2014 along with
1 test well 3 testwells plans to reduce its Bakken rig count to three
rrestwel® 0@ by mid-year, ConocoPhillips is now looking
?ﬁ ° O O O O O O O O O ahead and anticipates ramping up that ﬁg
S Gtestwells count to 10 by 2017. That increase in
ZteStwensr: z g drilling activity, Executive Vice President
o0 2 for Exploration and Production Matt Fox

T told analysts and investors on April 8, i
MCKENZIE 2 test wells old analysts and investors on April 8, is
2testwells @ @) @) O0O0O0 O O O expected to result in a Bakken production
lte;tt‘:_’set”wells increase of 20 percent between 2014 and
2017. “And that level of capital activity with
O O O our 600 million barrel resource base, we’ve
1 test well @ got at least 10 years of drilling inventory to
° continue development of the Bakken,” Fox

@ 4testwells Optimizing D&C Testing fluids, proppant loading and cluster spacing said.

In addition, ConocoPhillips, which oper-

® Completion Optimization _ ates in the Bakken under its wholly owned
T 4 | SR LE RS ENE 5 pilots underway testing tighter spacin e . Y

: T’;‘j:lg Ifhter:psc'”g DUNN e Al ) 5P Y & Hignter spacing subsidiary Burlington Resources, has been
C;noczphir;esircr; . . o _ . ' focusing on capital efficiency improve-
e s Acreag Middle Three Forks 2 pilots in execution testing Middle Three Forks well placement ments over the last four years, a focus it
1 Combined Middle Bakken — Upper Three Forks spacing. plans to continue as lt proceeds up a “leam_

4 | ing curve.” Fox said the company saw an

approximately 40 percent reduction in the
number of drilling days between 2011 and
2014 along with an approximately 50 per-

cent reduction in completion cost per prop-

SERVING THE BAKKEN | v wit ant onof e reasons hatwe
are continuing to see this learning curve and

S I N C E 2 0 O 9 cost benefit is because most of our wells

now are drilled from multi-well pads,” Fox
said. “In fact, in 2015, 90 percent of our
- wells will be drilled from multi-well pads.”
In the Bakken the company's core opera-
tions are along the Nesson Anticline where
1 1 it is the top producer in that region of north-
EnVIro nme ntal Sel'VlceS ern McKenzie County. According to the lat-
Permittin g est data available from the North Dakota
S 1_0 Te SI Tln Department of Mineral Resources released
g April 14, Burlington Resources ranked as

>

4

> NEPA (USFS, BLM, USA CE) North Dakota's fifth largest Bakken oil pro-
> E nv iI’O nmen 1- q I S urve ys ducer averaging 62,997 barrels per day from
>
>
>

. . operated, non-confidential wells.
Environmental Inspections o
Spacing pilots

E X P ERT S
Emergency Response Planning N . .

. In addition to focusing on cost efficien-
E3 E NVI R.ONM EN’I“AL CUITUfQI Resource Sel’\/lces cies, ConocoPhillips is also focusing on the
Enhancing Execution with Experience technical and science side of its Bakken
operations. The company is currently devel-

PH: 8 8 8_4 1 4,20 4 8 WWWGOZE 3 ) C OM oping the middle Bakken and upper Three

Forks resources on a combined spacing of

MINN ESOTA o NORTH DAKOTA o WISCONSIN 160 acres, i.e., two middle Bakken and two

upper Three Forks wells per 640 acres.

see CONOCO OUTLOOK page 9
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Washington tribe sues BNSF to stop oil trains

By MIKE ELLERD

Petroleum News Bakken

T he Swinomish Indian Tribal
Community of northwest Washington
state filed a lawsuit in U.S. District Court
April 7 in an attempt to stop Burlington
Northern Santa Fe Railway from transport-
ing crude oil across tribal lands en route to
Tesoro’s refinery at Anacortes. The tribe
alleges BSNF has violated a 1991 easement
agreement with the tribe that set limits on
the number of trains allowed to cross tribal
lands per day, as well as the number of cars
in each train. Specifically, the agreement
states that “Burlington Northern agrees that,
unless otherwise agreed in writing, only one
eastern bound train, and one western bound
train, (of twenty-five (25) cars or less) shall
cross the Reservation each day.”

The suit specifically targets trains carry-
ing Bakken crude oil. “The particular type
of crude oil BNSF is shipping across the
Right-of-Way is known as ‘Bakken’ crude,”
the complaint states, “so named for having
originated in the Bakken Shale Formation
located in parts of Montana, North Dakota,
and southern Canada.” The complaint goes
on to say that crude oil “is a notoriously
dangerous cargo to ship by rail.” and adds
that “A July 2014 report prepared by the
U.S. Pipeline and Hazardous Materials
Safety Administration indicates that

Bakken Crude is even more dangerous to
ship than other types of crude oil.”

The suit seeks a permanent ban on both
trains longer than 25 cars and all shipments
of Bakken crude. “The Tribe is entitled to a
permanent injunction prohibiting BNSF
from (1) running more than one train of
twenty-five cars or less in each direction
over the Right-of-Way per day and (2) ship-
ping Bakken Crude across the
Reservation.” The complaint also seeks
judgments against BNSF for trespass and
breach of contract with judgment amounts
to be determined at trial.

“We told BNSF to stop, again and again.
We also told BNSF: convince us why we
should allow these oil trains to cross the
Reservation,” Brian Cladoosby, tribal chair-
man, said in a written statement. “And we
listened for two years, even while the trains
kept rolling. But experiences across the
country have now shown us all the dangers
of Bakken Crude. It’s unacceptable for
BNSF to put our people and our way of life
at risk without regard to the agreement we
established in good faith.”

A spokesperson for BNSF acknowl-
edged that the company had received the
complaint and was in the process of review-
ingit. ®

Contact Mike Ellerd
at mellerd.pnb@gmail.com

inaccuracies.

within 30 minutes of occurrence.

BNSF counters alleged spill reporting violations

In a March 19 report, the Washington Utilities and Transportation Commission
took Burlington Northern Santa Fe to task for allegedly not properly reporting 14 haz-
ardous materials releases in the state between Nov. 1, 2014, and Feb. 24, 2015.
However, BNSF said it found that more than 90 percent of the alleged violations had

The Bellingham Herald reported that six of
the releases occurred in early December 2014
and accounted for 465 of the total 700 alleged
reporting violations. While BNSF did, in fact,
report the releases, the violations apparently
resulted from BNSF not reporting the releases

In a April 7 statement, BNSF said that from
an initial review of the report, it found that in six
of the incidents, BNSF noted the report was
inaccurate in claiming that the releases were not
reported to the proper hotline. In two other inci-
dents, BNSF said the releases did not involve
hazardous materials as defined by Washington state statute. The timing of another two
releases was based on when the releases were suspected to have occurred, not when
they were confirmed. And in one case the train was not in the custody of BNSF nor
was it on BNSF property nor was it in transit.

“We are disappointed we were not provided the opportunity to review the report
and correct some of the misinformation before it was issued,” BNSF said. “The crux
of the issue for BNSF centers on conflicting Washington state regulations,” the com-
pany said, adding that the railroad is “committed to complying with all applicable reg-
ulatory guidelines and BNSF continues to review and update its reporting protocols in
response to changing standards and interpretations of those standards.”

In a April 7 statement,
BNSF said that from an
initial review of the report,
it found that in six of the
incidents, BNSF noted the
report wdas inaccurate in
claiming that the releases
were not reported to the
proper hotline.

— MIKE ELLERD

continued from page 8

CONOCO OUTLOOK

However, Executive Vice President for
Technology and Products Al Hirshberg said
the company’s reservoir models indicate a
tighter spacing would be beneficial. As a
result, the company currently has five pilots
testing 80-acre spacing with four middle
Bakken and four upper Three Forks wells
per 640-acres along the anticline extending
from north-central McKenzie County down
to northwest Dunn County (see slide).

But because those pilots are ongoing, the
company does not yet have sufficient data
on which to make any downspacing deci-
sions. “We don't have definitive results yet
from those tests, so we are continuing to
drill 160-acre spacing until we have that,”
Hirshberg said.

continued from page 5

RAIL SAFETY

ophy for them.”

Rail traffic has increased in North
Dakota by 233 percent between 2000 and
2012 and the state has seen more than 75
accidents related to track and equipment
problems in the last five years, according
to the PSC. Approximately 60 percent of
the 1.1 million barrels of oil produced
daily from the Bakken region is being
moved by rail.

Not the first

The PSC budget bill is not the first to
meet objections from House Republicans
on rail safety. Sen. George Sinner intro-
duced Senate Bill 2293 which would
have created a rail safety committee to
address statewide needs but it was defeat-
ed in the House with a 34-55 vote. In
February, the House rejected House Bill
1357 which would have required any
train operating in the state to have at least
two crew members on board. ®

Contact Maxine Herr
at maxine606@msn.com

Middle Three Forks testing

The company is also looking deeper
into the Three Forks formation with two
ongoing pilots where it is testing the mid-
dle bench on the crest of the anticline in
McKenzie County. Hirshberg said
resultsfrom a single middle Three Forks
well has provided “some early results”
that are “pretty promising,” with per-
formance comparable to upper Three
Forks wells.

“So these pilots are starting to look at
how broad of an area can we get these
kind of results out of the Middle Three
Forks and ultimately that will allow us to
evaluate multi-layer development of this
area along the lines of what you see on
the left-hand side in terms of the well
configuration,” Hirshberg said.

The bigger picture

Looking ahead at what the future
might hold for crude oil and natural gas
prices, Chief Executive Officer Ryan
Lance said that ConocoPhillips is antici-
pating a lower and more volatile com-
modity market over the next three years.
However, even in that market environ-
ment, Lance said his company can “win”
because of its “flexible and resilient”
portfolio.

And integral to that “winning portfo-
lio” is an increase in capital allocation to
the company's North American uncon-
ventional plays. “They are capturing a
large percentage of the capital as we think
about the plan going forward over the
next three years,” Lance said, adding that
the North American unconventionals
have shorter cycle times, higher returns

and higher margins.

The company is planning to spend
approximately $11.5 billion per year from
2015 through 2017, down from a previous
2014-17 capex of approximately $16 bil-
lion per year. At the same time, the com-
pany plans to grow production from the
1.5 million barrels of oil equivalent per
day output in 2014 to an anticipated 1.7
million boepd in 2017.

“So while we are keeping capital flat at
$11.5 billion, there are some internal
workings that are freeing up more flexi-
bility for the company as we think about
the capital program and the risk to the
commodity price environment over the
next couple of years,” Lance said. “But
even at this lower capital spend, we still
are going to grow the company.” @

Contact Mike Ellerd
at mellerd.pnb@gmail.com
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Aiming to restore landowner trust

North Dakota lawmakers advance legislation to establish the ‘best of the best’ pipeline construction design and monitoring rules

By MAXINE HERR

For Petroleum News Bakken

North Dakota legislators have advanced several
pieces of oil and gas legislation to help mend
fences between landowners and the industry.

House and Senate Republicans credit a multi-faceted
collaboration for the passage of a few oil and gas bills
presented to the Legislature, primarily a bill for more
stringent rules for gathering pipelines.

House Bill 1358 is an all-encompassing gathering
pipeline monitoring bill which provides $1.5 million to
clean up legacy oil and gas issues such as saltwater spill
damage and abandoned wells and pipelines. It also funds
a $1.5 million study by the University of North Dakota’s
Energy and Environmental Research Center for technol-
ogy advancements to monitor gathering lines. Finally, it
gives $500,000 to a pilot project intended to remediate
salt and other soil contaminants from legacy spills. The
money comes from the abandoned oil and gas well plug-
ging and site reclamation fund which is currently at $11
million.

“If we don’t get in front of some of these concerns ...
we’re going to continue to have issues putting pipe in the
ground,” Rep. Todd Porter of Mandan said at an April 14
press conference.

The gathering pipeline bill was described by legisla-
tors as a “landmark piece of legislation” because it took
language from five separate bills to create the “best of
the best” pipeline design and monitoring rules, Porter
said. The Legislature passed basic regulatory require-
ments on gathering pipelines in the 2013 session, but HB
1358 advances those regulations to require companies:
to submit construction design plans to the North Dakota
Industrial Commission, upon request; to be subject to
inspections by a third party; and to bond gathering
pipeline operations. The bill applies to gathering

From left, Rep. Dick Anderson, Sen. Kelly Armstrong, Rep.
Mike Nathe and Rep. Todd Porter.

pipelines carrying crude oil, natural gas, carbon dioxide
or water produced in association with oil and gas devel-
opment. EERC must provide recommendations on the
pipeline technology research pilot program to NDIC no
later than Dec. 1, 2015, in order to allow NDIC to write
new rules based on research findings. Then the
Legislature will likely address further regulations for
pipeline technology systems during the 2017 session.

“Anytime we can take a look at this technology and
develop it, the better off we’re going to be,” said Rep.
Mike Nathe of Bismarck. “North Dakota is leading that
effort to make our systems safer and better as we go for-
ward.”

EERC excited for project

EERC’s Associate Director for Research John Harju
told Petroleum News Bakken that his group is prepared
to figure out how to improve the state’s pipelines
through assessments of what is currently being done and
how, as well as what materials are available to do things
better.

see PIPELINE RULES page 16

MAXINE HERR

Transforming rubbish to roads

A bill to study recycling of drill cuttings was
approved by the North Dakota Legislature April 14
in an effort to develop beneficial uses for the
byproduct of oil production.

Rep. George Keiser of Bismarck joined fellow
Republicans following the final vote in announcing
the passage of House Bill
1390 that establishes one or
more pilot projects through
the state Department of
Health. The department will
examine and determine stan-
dards for rules governing the
operation and permitting of
commercial oilfield special
waste recycling facilities.
North  Dakota produces
approximately 1 million tons
of oil drilling waste each year. Keiser said there are
companies transforming drill cuttings into useful
products like road surface material or covers for
other types of pits around the world, and there is
interest from waste disposal operators in North
Dakota to do the same.

Currently, drill cuttings are stabilized and buried
at the drilling location or at special waste landfills.
By giving them a new use, Keiser said the project is
a “win-win” for North Dakota.

“It’s really an exciting opportunity,” Keiser said.
“We’re going to take a byproduct we’re currently
putting into the ground which doesn’t have any
value — and may long-term potentially create an

GLASSER IMAGES

GEORGE KEISER

see RUBBISH TO ROADS page 16
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Whiting tops all of the week’s stats charts

Top 10 ND Bakken Wells by IP, April 7 - 13
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Petroleum News Bakken

Although North Dakota’s oil production
declined in February according to prelimi-
nary data released by the Department of
Mineral Resources on April 14, the decline
was not felt across the board. The state’s
top three producers all saw their output rise
to some extent in the month, and combined
they accounted for 30 percent of the state’s
production. They were the only Bakken
operators breaking the 100,000 bpd mark
(see chart on page 15). Full February pro-
duction data see is available at the follow-
ing link: http://bit.ly/1ELmTg6.

Whiting Oil and Gas gained on its posi-
tion as North Dakota’s top Bakken produc-
er averaging 132,132 barrels per day, up
2.3 percent over January. Continental
Resources, the state’s No. 2 producer, saw
a 4.1 percent increase in output averaging
117,072 bpd in February. Hess Corp.,

duction, held ground with production aver-
aging 110,724 bpd, a slight rise (23 bpd)
over January.

Among the remaining top 10 Bakken
producers in the state, ExxonMobil sub-
sidiary XTO Energy and ConocoPhillips
subsidiary Burlington Resources each held
their positions as the Nos. 4 and 5 produc-
ers, respectively, even though Burlington’s
production fell by 1.4 percent (XTO’s pro-
duction increased but by less than 1 per-
cent). EOG Resources slipped one position
to the No. 7 spot after a 7.1 percent output
decline, moving Statoil up one position to
the No. 6 spot even though its production
also fell by 3.1 percent. Marathon Oil
moved up to No. 8§ after its production
increased 4.5 percent. Oasis Petroleum’s
production also increased in February, but
not as much as Marathon’s, putting Oasis in
the No. 9 position. And QEP Energy held
firm its No. 10 position after a nearly 12

Whiting sets IP record

Whiting came in with the top three 24-
hour initial production oil volumes among
those reported in North Dakota between
April 7 and 13, one of which set a new state
record (see story on page 1). Whiting’s
Flatland Federal 11-4TFH, an offsetting
upper Three Forks well in the Twin Valley
field in northern McKenzie County, yield-
ed 6,002 barrels in the first 24 hours of pro-
duction, making that the highest ever oil IP
recorded in the state according to
Petroleum News Bakken’s research. While
the well was tested in October, 2014, it was
on confidential status and the IP data were
only recently posted on DMR’s website.

Two other wells on the same pad came
in with the Nos. 2 and 3 IPs reported for the
week. The No. 2 IP came from a middle
Bakken well that produced 5,002 barrels in
the first 24 hours, and a second bench

Three Forks well produced 4,207 barrels
putting it in the No. 3 spot. Another
Whiting well, a middle Bakken well in the
Arnegard field in central McKenzie
County, came in with the No. 5 IP reported
for the week at 2,285 barrels (see map this
page and charts on pages 13 and 15).

Of the remaining six IPs on this week’s
top 10 list, Marathon Oil filled two posi-
tions with two common-pad wells in the
Moccasin Creek field in northern Dunn
County, one a middle Bakken well in the
No. 4 spot at 3,255 barrels and the other a
Three Forks well in the No. 7 spot at 1,916
barrels.

XTO filled the Nos. 6, 9 and 10 spots
with three common-pad wells in the
Siverston field in eastern McKenzie
County with IPs of 1,958, 1,747 and 1,581
barrels. The No. 6 well is completed in the
middle Bakken while the other two XTO
wells are completed in the Three Forks for-
mation.

Rounding out the list is a Burlington
Resources well middle Bakken well in the
Haystack Butte field in east-central
McKenzie County that filled the No. 8
position at 1,896 barrels.

The week’s top 10 IPs averaged 2,985
barrels, the highest average thus far in 2015
surpassing the previous high average of
2,808 barrels. That average was bolstered
by the three Whiting wells and Marathon’s
No. 4 well.

North Dakota permitting

A total of 36 well permits were issued in
North Dakota between April 7 and 13, most
in McKenzie and Mountrail counties (see
charts on pages 14 and 15). That is an
increase of four over the 32 permits issued
the previous week, which was the lowest
number of permits issued in any week thus
far in 2015. Whiting received the most per-
mits at ten, four in McKenzie County, four
in Williams County and two in Mountrail
County. @

PETROLEUM

Committed to the Bakken

Supporting Williston and Surrounding Communitites

Responsibly Developing Our Natural Resources
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IPs for ND Bakken wells

April 7-13, 2015

This chart contains initial production rates, or IPs, for active wells that were filed as completed with the state of North Dakota from April 7-13, 2015 in the Bakken petroleum system,
which includes formations such as the Bakken and Three Forks. The completed wells that did not have an available IP rate (N/A) likely haven’t been tested or were awarded confidential
(tight-hole) status by the North Dakota Industrial Commission’s Department of Minerals. This chart also contains a section with active wells that were released from confidential status
during the same period, April 7-13. Again, some IP rates were not available (N/A). The information was assembled by Petroleum News Bakken from NDIC daily activity reports and other
sources. The name of the well operator is as it appears in state records, with the loss of an occasional Inc., LLC or Corporation because of space limitations. Some of the companies, or
their Bakken petroleum system assets, have been acquired by others. In some of those cases, the current owner’s name is in parenthesis behind the owner of record, such as ExxonMobil
in parenthesis behind XTO Energy. If the chart is missing current owner’s names, please contact Ashley Lindly at alindly@petroleumnewsbakken.com.

County (Co.) abbreviations are as follows — BIL: Billings, BOT: Bottineau, BOW: Bowman, BRK: Burke, DIV: Divide, DUN: Dunn, GDV: Golden Valley, MCH: McHenry, MCK: McKenzie,
MCL: McLean, MER: Mercer, MNT: Mountrail, REN: Renville, SLP: Slope, STK: Stark, WRD: Ward, WIL: Williams

NDIC
No.

Well Name

Continental Resources

29366 Rader 2-24H
29367 Rader 3-24H1
Emerald Oil

28254 Excalibur 6-25-36H

Hess Bakken Investments Il

28719 EN-Neset- 156-94-0706H-5
27161 GN-Tom Jen- 157-97-0409H-2
28485 HA-Dahl- 152-95-0706H-6
28179 HA-Rolfsrud- 152-96-1720H-3
Marathon Oil

28075 Anthony USA 23-14H

24745 Melvain Fox USA 14-4TFH

Oasis Petroleum North America

28046 Holmes Harbour 5501 14-5 2B
Petro-Hunt

29385 State 159-94-25B-36-1H

SM Energy

28813 James 16-35H

28228 Overland 20-17-162-98H 4MD

Whiting Oil and Gas

30119 Shirley Moen 44-34-3H
XTO Energy (ExxonMobil)
28939 Allen 21X-17A
28941 Allen 21X-17B
28940  Allen 21X-17E
28942 Allen 21X-17F
28553 HM Hove 34X-33D
28552 HM Hove 34X-33G
28741 Johnson 24X-31A
28742 Johnson 24X-31E
28887 Johnson 24X-31EXH
28743 Johnson 24X-31F
NDIC Well Name

No.

Burlington Resources Oil and Gas (ConocoPhillips)

29189 Ora 32-24MBH

Continental Resources
29627 Mary 1-16XH

Hess Bakken Investments Il

28915 EN-VP and R- 154-94-2536H-3
Hunt Oil
28748 Smoky Butte 160-100-18-19H-1

Newfield Production
25072 Sand Creek State 153-96-16-2H

Oasis Petroleum North America

28061 Helling Trust Federal 5494 43-22 16T3
25247 Mabel Federal 5201 41-12T
28127 McCauley 5501 13-3 7T2

Oxy USA (Occidental Petroleum)
28039 William Kubischta 4-11-14H-143-96

Samson Resources (KKR & Co.)

28950 Ness 3229-4H
28949 Ness 3229-6H
29032 Odyssey 0508-6H

Whiting Oil and Gas
27521 Flatland Federal 11-4HR

Field

Avoca

Avoca
Boxcar Butte
Big Butte
Ray
Hawkeye

Westberg

Moccasin Creek

Moccasin Creek

Tyrone

East Tioga

Camp

Blooming Prairie

Arnegard

Dollar Joe
Dollar Joe
Dollar Joe
Dollar Joe
West Capa
West Capa
Siverston
Siverston
Siverston

Siverston

Field

Haystack Butte

Ranch Creek

Alkali Creek

Smoky Butte

Sand Creek

Alkali Creek

Camp

Tyrone

Fayette

Blooming Prairie

Blooming Prairie

Blooming Prairie

Twin Valley

IPs for completed North Dakota wells

Location Spacing Co.
NENW 24-154-100 N/A  WIL
NENW 24-154-100 N/A  WIL
NENE 25-149-102 N/A  MCK
SWSE 7-156-94 2SEC  MNT
SESE 33-158-97 2SEC  WIL
SWSW 7-152-95 2SEC  MCK
NENE 17-152-96 2SEC  MCK
NESW 14-147-93 ICO  DUN
NWSE 14-147-93 ICO  DUN
LOT1 5-155-101 4SEC  WIL
NWNW 25-159-94 2SEC  BRK
SESE 35-152-100 2SEC  MCK
SWSW 20-162-98 2SEC DIV
SESE 34-150-100 2SEC  MCK
NENW 17-155-96 4SEC  WIL
NENW 17-155-96 2SEC  WIL
NENW 17-155-96 2SEC  WIL
NENW 17-155-96 2SEC  WIL
SWSE 33-155-96 2SEC  WIL
SWSE 33-155-96 2SEC  WIL
SESW 31-150-97 2SEC  MCK
SESW 31-150-97 2SEC  MCK
SESW 31-150-97 4SEC  MCK
SESW 31-150-97 2SEC  MCK

Geologic Target Wellbore Type Total

N/A
N/A

N/A

Bakken
Bakken
Bakken
Bakken

Bakken
Bakken

Bakken

Bakken

Bakken
Bakken

Bakken

Bakken
Bakken
Bakken
Bakken
Bakken
Bakken
Bakken
Bakken
Bakken
Bakken

IPs for ND wells released from confidential status

Location Spacing Co.
SWNE 24-148-98 2SEC  MCK
SESW 16-149-98 ICO MCK
SWSE 24-154-94 2SEC  MNT
NWNE 18-160-100 2SEC DIV
SESE 16-153-96 SEC MCK
SWSE 22-154-94 2SEC MINT
SWSW 12-152-101 2SEC  MCK
LOT2 3-155-101 2SEC  WIL
NWNE 11-143-96 2SEC  DUN
LOT1 5-162-98 2SEC DIV
LOT1 5-162-98 2SEC DIV
LOT1 5-162-98 2SEC DIV
LOT4 4-152-97 2SEC  MCK

conf.

conf.

conf.

horz.
horz.
horz.

horz.

horz.

horz.

horz.

horz.

horz.

horz.

horz.

horz.
horz.
horz.
horz.
horz.
horz.
horz.
horz.
horz.

horz.

Depth

N/A
N/A

N/A

20,481'
20,676
21,525'
20,250'

23,148'
24,828

20,965'

19,179

20,300'
17,639'

20,812'

20,387'
19,622
20,098
N/A

20,390'
20,213
20,894
20,952'
21,801
20,793

Geologic Target Wellbore Type Total

Bakken

Bakken

Bakken

Bakken

Bakken

Bakken

Bakken

Bakken

Bakken

Bakken

Bakken

Bakken

Bakken

horz.

horz.

horz.

horz.

horz.

horz.

horz.

horz.

horz.

horz.

horz.

horz.

horz.

Depth

22,204

25,518

20,835'

18,872'

14,950'

20,770'

20,446'

20,955'

20,295'

18,970'

18,570'

17,754

20,435’

IP Test Date

N/A
N/A

N/A

3/16/15
3/20/15
3/16/15

3/30/15

2/3/15
2/19/15

2/18/15

4/4/15

1/7/15
1/25/15

3/18/15

3/8/15
3/20/15
3/15/15
3/25/15
3/1/15
3/5/15
3/17/15
3/13/15
3/22/15
3/9/15

IP Test Date

12/16/14

2/4/15

3/17/15

12/14/14

1/8/15

2/21/15

11/9/14

2/7/15

10/14/14

2/28/15

2/26/15

2/22/15

10/10/14

IP Rate
(bbl)

963
651

1,410

553
583
1,506
1,356

3,255
1,916

1,470

387

939
871

2,285

1,172
1,245
1,280
605

1,580
1,302
1,958
1,335
1,747
1,581

IP Rate
(bbl)

1,896

821

1,194

355

1,449

961

531

787

504

454

653

557

5,002

IP Nat. Gas IP Water

(mcf)

N/A
N/A

N/A

655
869
2,545
2,595

1,697
1,498

1,028

512

1,275
894

3,700

1,988
2,854
2,290
1,106
3,961
1,628
3,520
1,955
2,380
3,215

IP Nat. Ga
(mcf)

2,440

881

1,545

304

3,276

1,204

526

220

187

89

606

705

12,706

3

(bbl)

732
1,027

3,334

613
539
241
143

2,343
1,496

3,413

1,360

623
885

1,695

1,556
2,077
924

2,026
793

3,680
1,264
1,428
1,105
1,712

IP Water
(bbl)

1,728

1,490

648

904

363

1,016

2,607

1,095

1,741

1,253

1,595

932

2,673

see ND IP page 14
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ND IP continued from page 13

NDIC Well Name Field Location Spacing Co. Geologic Target Wellbore Type Total IP Test Date  IP Rate  IP Nat. Gas IP Water
No. Depth (bbl) (mcf) (bbl)
27520 Flatland Federal 11-4TFH Twin Valley LOT4 4-152-97 2SEC  MCK Bakken horz. 21,670' 10/11/14 6,002 10,932 1,717
27522 Flatland Federal 11-4TFHU Twin Valley LOT4 4-152-97 2SEC  MCK Bakken horz. 21,640" 10/12/14 4,207 10,340 1,322
WPX Energy

26836 Wolf Chief 27-34HB Mandaree NENW 27-149-93 2SEC  DUN Bakken horz. 21,024' 3/4/15 861 363 294
26837 Wolf Chief 27-34HC Mandaree NENW 27-149-93 2SEC  DUN Bakken horz. 21,156' 3/5/15 1,234 30 5,934
26838 Wolf Chief 27-34HZ Mandaree NENW 27-149-93 2SEC  DUN Bakken horz. 21,270'  2/22/15 802 438 746
XTO Energy (ExxonMobil)

29012 Nelson 24X-11E Garden SESW 11-151-98 2SEC  MCK Bakken horz. 20,845' 3/2/15 1,521 3,623 2,609

—~Ashley Lindly | alindly@petroleumnewsbakken.com

North Dakota oil permit activity

April 7-13, 2015

Abbreviations - Following are the abbreviations used in the report and what they mean:
FNL = From North Line | FEL = From East Line
FSL = From South Line | FWL = From West Line

Permits issued
Geologic  |Wellbore NDIC NDIC

Well Name Location Footages Field Target Type Elev. No. |API No. date
Dunn Co.
Oxy USA (Occidental Petroleum)
State Dvorak A 8-16-21H-142-96 NENE 16-142-96 510'FNL and 1,017'FEL Manning Bakken horz. 2,349' | 31047 |33-025-02899 4/10/15
State Dvorak A 9-16-21H-142-96L NENE 16-142-96 510'FNL and 937'FEL Manning Bakken horz. 2,348' | 31048 |33-025-02900 4/10/15
McKenzie Co.
Oasis Petroleum North America
Andersmadson 5201 42-24 3B SESW 24-152-101 257'FSL and 1,633'FWL Camp Bakken horz. 1,881' | 31053 |33-053-06860 4/13/15
Andersmadson 5201 42-24 AT SESW 24-152-101 257'FSL and 1,666'FWL Camp Bakken horz. 1,881' | 31054 |33-053-06861 4/13/15
Andersmadson 5201 42-24 5B SESW 24-152-101 257'FSL and 1,699'FWL Camp Bakken horz. 1,880" | 31055 |33-053-06862 4/13/15
Andersmadson 5201 42-24 6T SESW 24-152-101 257'FSL and 1,732'FWL Camp Bakken horz. 1,880' | 31056 |33-053-06863 4/13/15
Thunderbird Resources
Watson B N34-11-2H SWSE 11-146-99 275'FSL and 2,306'FEL Ranch Creek N/A* conf. 2528' | 31042 |33-053-06852 4/10/15
Watson B N34-11-3H SWSE 11-146-99 300'FSL and 2,306'FEL Ranch Creek N/A* conf. 2528' | 31041 |33-053-06851 4/10/15
Watson B N34-11-4H SWSE 11-146-99 325'FSL and 2,306'FEL Ranch Creek N/A* conf. 2529' | 31040 |33-053-06850 4/10/15
Whiting Oil and Gas
Smokey 2-16-21-15H3 NWNE 16-149-98 382'FNL and 2,331'FEL Pembroke Bakken horz. 2,381' | 31049 |33-053-06856 4/13/15
Smokey 2-16-21-16H NWNE 16-149-98 555'FNL and 2,285'FEL Pembroke Bakken horz. 2,373' | 31052 |33-053-06859 4/13/15
Smokey 2-16-21-16H3 NWNE 16-149-98 512'FNL and 2,296'FEL Pembroke Bakken horz. 2,375' | 31051 |33-053-06858 4/13/15
Smokey 2-16-21-16HA NWNE 16-149-98 468'FNL and 2,308'FEL Pembroke Bakken horz. 2,378' | 31050 |33-053-06857 4/13/15
XTO Energy (ExxonMobil)
Homer Federal 14X-32B SWSW 32-154-96 301'FSL and 290'FWL Grinnell N/A* conf. 2,112' | 31046 |33-053-06855 4/10/15
Homer Federal 14X-32F SWSW 32-154-96 331'FSL and 290'FWL Grinnell N/A* conf. 2,113' | 31045 |33-053-06854 4/10/15
Homer Federal 14X-32F2 SWSW 32-154-96 361'FSL and 290'FWL Grinnell N/A* conf. 2,111' | 31044 |33-053-06853 4/10/15
Mountrail Co.
EOG Resources
Austin 92-1807H SESE 18-154-90 390'FSL and 845'FEL Parshall N/A* conf. 2,311' | 31043 |33-061-03674 4/10/15
Shell 5-1930H LOT1 19-153-89 547'FNL and 425'FWL Parshall N/A* conf. 2,107' | 31032 |33-061-03666 4/9/15
Shell 6-1930H LOT1 19-153-89 497'FNL and 425'FWL Parshall N/A* conf. 2,107' | 31031 |33-061-03665 4/9/15
Shell 48-3231H SWSE 32-153-89 480'FSL and 2,125'FEL Parshall N/A* conf. 2,014' | 31022 |33-061-03660 4/7/15
Shell 49-3231H SWSE 32-153-89 530'FSL and 2,125'FEL Parshall N/A* conf. 2,014' | 31021 |33-061-03659 4/7/15
Shell 52-1930H LOT1 19-153-89 397'FNL and 425'FWL Parshall N/A* conf. 2,107' | 31030 |33-061-03664 4/9/15
Hess Bakken Investments Il
EN-Frandson- 154-93-2116H-7 SWSE 21-154-93 597'FSL and 1,913'FEL Robinson Lake N/A* conf. 2,299' | 31027 |33-061-03661 4/8/15
EN-Frandson- 154-93-2116H-8 SWSE 21-154-93 597'FSL and 1,946'FEL Robinson Lake N/A* conf. 2,299' | 31028 |33-061-03662 4/8/15
EN-Frandson- 154-93-2116H-9 SWSE 21-154-93 597'FSL and 1,979'FEL Robinson Lake N/A* conf. 2,299' | 31029 |33-061-03663 4/8/15
Statoil Oil and Gas
Vachal 3-34 #5TFH SESE 3-155-93 364'FSL and 1,210'FEL Alger N/A* conf. 2,469' | 31033 |33-061-03667 4/9/15
Vachal 3-34 #6H SESE 3-155-93 364'FSL and 1,182'FEL Alger N/A* conf. 2,469' | 31034 |33-061-03668 4/9/15
Vachal 3-34 #7H SWSW 3-155-93 258'FSL and 1,182'FWL Alger N/A* conf. 2,493' | 31038 |33-061-03672 4/9/15
Vachal 3-34 #8TFH SWSW 3-155-93 258'FSL and 1,210'FWL Alger N/A* conf. 2,439' | 31037 |33-061-03671 4/9/15
Vachal 3-34 XW #1H SWSW 3-155-93 258'FSL and 1,154'FWL Alger N/A* conf. 2,439' | 31039 |33-061-03673 4/9/15
Whiting Oil and Gas
Kaden TTT 11-25H NWNW 25-154-92 546'FNL and 401'FWL Sanish Bakken horz. 2,102' | 31035 |33-061-03669 4/9/15
Westin TTT 11-25H NWNW 25-154-92 501'FNL and 401'FWL Sanish Bakken horz. 2,103' | 31036 |33-061-03670 4/9/15

To view this chart in its entirety, please visit: http://bit.ly/1E2UdjX
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Top 50 North Dakota Bakken oil producers

February 2015

Company BPD*
1. Whiting Oil and Gas Corp. 132,132 29. Crescent Point Energy U.S. Corp. 3,131
2. Continental Resources 117,072 30. Sinclair Oil and Gas Co. 2,623
3. Hess Corp. 110,724* 31. Liberty Resources Management Co. 2,440
4. XTO Energy (ExxonMobil) 67,823 32. SHD Oil & Gas 1,719
5. Burlington Resources Oil & Gas LP (ConocoPhillips) 62,997* 33. Petrogulf Corp. 1,571
6. Statoil Oil & Gas LP 59,081 34. Denbury Onshore, LLC 1,003
7. EOG Resources, Inc. 58,903 35. Arsenal Energy USA Inc. 1,001
8. Marathon Oil Co. 56,062 36. Cornerstone Natural Resources 921
9. Oasis Petroleum North America 55,690 37. North Plains Energy 742
10. QEP Energy Co. 49,694 38. Mountain Divide (Mountainview Energy) 640
11. WPX Energy Williston 38,060 39. Armstrong Operating 539
12. Halcon Resources 31,286 40. True Oil LLC 451
13. Petro-Hunt 26,837 41. Thunderbird Resources LP 372
14. SM Energy Co. 26,391 42. Bakken Hunter, LLC 237
15. Newfield Production Co. 19,658 43. Legacy Reserves Operating LP 115
16. Oxy USA Inc. (Occidental Petroleum) 19,197 44. Rim Operating, Inc. 101
17. Slawson Exploration Co., Inc. 16,254 45. Windsor Energy Group 93
18. Enerplus Resources USA Corp. 13,516 46. Resource Drilling 86
19. Triangle USA Petroleum Corp. 11,946 47. Gadeco 66
20. Hunt Qil Co. 11,040 48. Condor Petroleum 24
21. Zavanna LLC 10,790 49. Pride Energy, an Oklahoma General Partnership 24
22. Samson Resources (KKR & Co.) 7,565 50. Petro Harvester Operating 23
23. Murex Petroleum Corp. 7,201
Note: Hess-owned Hess Bakken Investments production was added to Hess' separate production, so their
24. Fidelity Exploration & Production (MDU) 6,868 total output determined their ranking. And ConocoPhillips-owned Burlington production was added to
ConocoPhillips' separate production.
25. Emerald Oil, Inc. 5,865
. Information derived from the preliminary February 2015 Oil and Gas Production Report published by the North
26. Lime Rock Resources IlI-A 5,134 Dakota Industrial Commission, Department of Minerals’ Oil and Gas Division. This is oil produced by wells
operated by these companies; it does not identify the percentage of oil from the Bakken petroleum system oil
27. Abraxas Petroleum 4,672 production from wells on confidential status and the figures are rounded to the nearest whole.
28. American Eagle Energy Corp. 3,221 Full February production data see is available at the following link: http://bit.ly/1ELmTg6
—Ashley Lindly | alindly@petroleumnewsbakken.com
ND weekly county permit totals Top 10 Bakken wells by IP rate
S — April 7-13, 2015 - April 7-13, 2015
o A Whiting Oil and Gas
o Permuts'ussue:d Permits Location 27520  Flatland Federal 11-4TFH Twin Valley MCK 6,002
County Permits issued |for confidential resurveys i
wells renewed authorized 27521 Flatland Federal 11-4HR Twin Valley MCK 5,002
27522 Flatland Federal 11-4TFHU Twin Valley MCK 4,207
Divide 0 0 2 Marathon Oil
Dunn 2 0 0 0 28075 Anthony USA 23-14H Moccasin Creek DUN 3,255
- Whiting Oil and Gas
McKenzie 14 2 2 30119  Shirley Moen 44-34-3H Arnegard MCK 2,285
Mountrail 16 14 0 0 XTO Energy (ExxonMobil)
Williams 4 0 0 0 28741  Johnson 24X-31A Siverston MCK 1,958
Totals 36 20 2 a4 Marathon Oil
24745 Melvain Fox USA 14-4TFH Moccasin Creek DUN 1,916
Burlington Resources Oil and Gas (ConocoPhillips)
29189 Ora 32-24MBH Haystack Butte MCK 1,896
XTO Energy (ExxonMobil)
28887 Johnson 24X-31EXH Siverston MCK 1,747
" . 28743 Johnson 24X-31F Siverston MCK 1,581
L00klng for a rlg repﬂrt? Note: This chart contains initial production rates, or IPs, from the adjacent IP chart for active wells that were
i filed as completed with the state of North Dakota from April 7-13, 2015 in the Bakken petroleum system, as

North Dakota

The best list for North Dakota is updated daily by the North Dakota Oil and Gas

Division at www.dmr.nd.gov/oilgas/riglist.asp

Saskatchewan

Weekly drilling activity report from the government of Saskatchewan:

www.economy.gov.sk.ca/Daily-Well-Bulletin-Weekly-Drilling-Reports

Manitoba
Weekly drilling activity report from the government of Manitoba:
www.manitoba.ca/iem/petroleum/wwar/index.html

well as active wells that were released from tight- hole (confidential) status during the same period. The well
operator's name is on the upper line, followed by individual wells; the NDIC file number; well name; field;
county; IP oil flow rate in barrels of oil.

Subscribe at

PETROLEUMNEWSBAKKEN.COM
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COMPANY UPDATE
American Eagle struggles with debt load

American Eagle Energy reported a greater than anticipated fourth quarter loss and
announced it entered into a forbearance agreement after missing $5.8 million of'a $9.8
million interest payment as of April 1 on bonds it sold in August 2014. Essentially, the
agreement means the four holders who collectively own or manage more than 50 per-
cent face amount of American Eagle’s August notes have delayed legal action on the
company’s payment default. American Eagle ended its fourth quarter 2014 with $13.6
million of negative working capital but improved to a negative $9 million by Feb. 28.

The Denver-based junior produced an average of 2,588 barrels of oil equivalent per
day during the fourth quarter, marking a 38 percent increase year-over-year and an 18
percent increase from the third quarter but falling short of its anticipated 2,600 to
2,700 boepd. It had 54 gross (32.2 net) operated wells producing in the Bakken and
Three Forks by the end of 2014, which compares to 28 gross (13.7) net operated wells
a year prior.

Oil and gas sales reached $14.5 million for the fourth quarter, which was a 15 per-
cent decrease quarter-over-quarter but 7 percent higher than a year prior. The company
said in a statement on April 7 that the year-over-year increase was due to low oil prices
offset by higher production from the three gross (1.9 net) wells added to production
during the fourth quarter.

Other financials

American Eagle’s oil price per barrel was affected by an agreement that locks in a
$10 discount to West Texas Intermediate pricing which dropped it to $60.97 per barrel,
but settled hedges added $11.06 per barrel for a realized oil price of $72.03 per barrel
during the fourth quarter. This was down from $85.66 during the third quarter.

For the fourth quarter, the company reported $7.9 million of adjusted earnings
before interest, taxes, depreciation and amortization which was a 3 percent increase
year-over-year but a 13 percent decrease from the third quarter. The decrease was a
result of lower realized oil prices and higher lease operating expenses of $25 per barrel
of oil equivalent, although the company did have lower administrative expenses and
higher oil production sales volumes. Adjusted EBITDA per boe was $33.13 for the
quarter, a drop from $44.92 in the previous quarter and $44.24 from the fourth quarter
2013.

Liquidity lightens
American Eagle’s assets as of Feb. 28 consisted of $19 million in cash and $12 mil-
lion in receivables compared to the $25.9 million in cash and $9.5 million in receiv-

ables as of Dec. 31, 2014. It also has $175 million in total debt outstanding on its
secured bonds sold in August 2014. The company’s liabilities as of Feb. 28 included

see AMERICAN EAGLE page 18

continued from page 10

PIPLINE RULES

“We’re not being told to develop a
new material or pipeline construction,”
Harju said. “What they’re telling us to do
is much more straightforward than that.
It’s to benchmark the performance of
materials, do failure analysis and put for-
ward recommendations on what we see
there.”

He said EERC will tap into its network
of producers, gatherers, engineering
firms and knowledge from other states to
determine what is best for North Dakota,
and he sees no problem with the
December deadline.

“It’s what we do,” Harju said. “Yes,
it’s going to be a challenge, but we’re up
to the challenge.”

He said vendors interested in the pilot
project have been contacting EERC since
the legislation was introduced. In antici-
pation of the project, his research team
has already discussed some ways to con-
duct the study.

“I think there are multiple reasons that
we’ve had (pipeline) failures. We need to
look at those failures and see what we can
glean from them,” Harju said. “I suspect
that there’s been materials issues ... con-
struction issues, that there’s been moni-
toring system failures. We’ll be looking
critically at each of the failures and how

“If we don’t get in front of some of
these concerns ... we’re going to
continue to have issues putting
pipe in the ground.”

—Rep. Todd Porter

each of them might have been mitigated.”

The other pilot project funded by the
bill will address reclamation issues from
legacy oil and gas wells and pipelines —
those placed prior to 1983 where there is
no responsible party — to determine the
best way to restore that land.

Ombudsman bill

Senate Bill 2271 is legislation to sup-
port landowners and expedite proper
pipeline installation. The bill creates an
ombudsman through the Agriculture
Commissioner’s office to represent
landowners in communicating their
requests for easement placement and
reclamation. Sen. Kelly Armstrong of
Dickinson acknowledged that as the
Bakken play matures, issues develop that
require cooperation between landowners,
industry, regulators, and lawmakers.

“So much of this is to restore trust and
continue the trust between landowners and
industry,” Armstrong said. ®

Contact Maxine Herr
at maxine606(@msn.com

Do you need
Skilled Workers?

We can help!

Oil and Gas Jobs

* Engineers

Community Jobs

* Nurses
* Technicians ¢ Doctors, Dentists
« IT Professionals * Accountants
* Mechanics

e CDL Truck Drivers

* Managers
* Service workers

* Many more occupations

U.S. Work Visas
Available Now for
Professionals and Skilled
Workers from Canada,
Australia, Mexico and other
countries

Scott Borene - sborene@borene.com

continued from page 10

RUBBISH TO ROADS

issue — and transform it into a useable
product.”

Companies collect enough drill cut-
tings on every well to fill an Olympic-size
swimming pool, according to the state’s
Department of Mineral Resources
Director Lynn Helms. Legislators were
told that third-party science has proven
for one recycling company that it can
remove 99.99 percent of the hydrocar-
bons from the drill cuttings, but the cut-
tings also contain high concentrations of
salt that would need to be removed.

Sen. Connie Triplett of Grand Forks
told Petroleum News Bakken following
the Senate’s approval of the bill on April
9 that oil companies also benefit from the
recycling because once the cuttings are
turned into a beneficial use, they are
absolved of liability for any potential
problems.

The bill sets aside about $65,000
for the project. The measure was
endorsed by the House with an 87-
6 vote after approval by the
Senate and now goes to Gov. Jack
Dalrymple for his signature.

“We rely on the health department
processes and such that through our regu-
lations we are protecting the environ-
ment,” Triplett said, “and then we have
the benefit to the landowners that they
don’t have to think about what’s there on
their land for the rest of eternity.”

The bill sets aside about $65,000 for
the project. The measure was endorsed by
the House with an 87-6 vote after
approval by the Senate and now goes to
Gov. Jack Dalrymple for his signature.

—MAXINE HERR

Contact Maxine Herr
at maxine606@msn.com

Petroleum News Bakken seeks ad sales rep

Looking for experienced salesperson to work from home in North Dakota.
Contact Kay Cashman at publisher@petroleumnews.com or 907.561.7517

A great alternative
to Rip Rap!

Minot
701-839-0509

Bismarck
701-222-3010

Fargo
701-282-9255

For more information about Flexamat visit
www.BrockWhite.com/Flexamat
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® MOVING HYDROCARBONS

TransCanada scraps Quebec terminal

Tanker port on St. Lawrence River abandoned over beluga whale concerns, delaying planned startup date for Energy East pipeline

By GARY PARK

For Petroleum News Bakken

T ransCanada has caved in to extreme
pressure, led by the provincial pre-
miers of Quebec and Alberta, and scrapped
current plans for an export oil terminal on
the St. Lawrence River as a key element of
its Energy East project.

The company said it is now looking for
an alternative site to the marine terminal it
planned for Cacouna in response to those
concerned about the threat posed by
tankers to a beluga whale habitat.

As a result, 1.1 million barrels per day
of Western Canadian crude oil from the
Alberta oil sands and Saskatchewan’s
Bakken formation — 450,000 bpd of
which was likely to have been shipped
from Cacouna — is not expected to move
on Energy East until 2020, 12 to 15
months later than targeted.

But the company said the estimated
project cost of C$12 billion remains
unchanged.

TransCanada Chief Executive Officer
Russ Girling said the decision was
prompted by an expected change in the
status of the whales to “endangered” and
related discussions with communities and
key stakeholders.

“We have always said regarding the
beluga whale and other species that if the

planning began two years ago,”
the company’s website said.
Trans Canada said the deci-
sion to abandon Cacouna “‘was
certainly not made because of
opposition from some well-
funded groups that want to
deny Canadians the right to
benefit from a reliable domes-

development and construction
and generate more than C$7 bil-
lion in incremental tax revenues
in its first 20 years of operation,
plus billions more dollars in spin-
off economic activity.

Cacouna and Saint John, New
Brunswick, were the two pre-
ferred tanker ports that would

tic supply of energy that Ryss GIRLING

ensures Canadians enjoy the
quality of life they’ve come to expect in
this country every day.”

The company said it has also decided to
accelerate the preparation of an emergency
response plan for submission earlier than
previously intended to Canada’s National
Energy Board.

In addition to environmentalists and
other activist groups, TransCanada felt the
heat from Quebec Premier Philippe
Couillard and Alberta Premier Jim
Prentice late last year when they urged the
company to explore sites other than
Cacouna.

But Prentice argued Energy East would
be “stronger as a piece of national-building
infrastructure if there is a port facility in
the province of Quebec.”

Energy East is also designed to provide
feedstock for the two refineries in Quebec
and the Irving Oil facility at Saint John,
New Brunswick, as well as opening export

have handled an average 175

Suezmax tankers (capable of
holding 1 million barrels of crude) and
Afromax tankers (with capacity for
450,000 barrels) every year, opening the
way for exports from Energy East of
450,000 pd.

A spokesman for TransCanada would
not say whether the company is now look-
ing for a replacement site to match the vol-
umes planned for Cacouna.

“We’re taking this one step at a time,”
the spokesman said. “The fact that there

are two marine terminals as part of the
project is also a sign of what our shippers
want. They want those options.”

BMO Capital Markets analyst Carl
Kirst said in a research note there is some
upside to the decision to abandon
Cacouna.

“On the positive side, we think being
responsive/sensitive to the Quebec envi-
ronmental challenge will help generate a
smoother regulatory process and this in
turn should improve the odds of this proj-
ect,” he said.

The main selling feature of Energy East
is the prospect to eliminate 700,000 bpd of
imported crude as feedstock for Quebec and
Ontario refineries, while offering producers
in Western Canada a sales alternative to a
swamped North American market. ®

Contact Gary Park through
publisher@petroleumnews.com

NORTHWEST LININGS & GEOTEXTILE
PRODUCTS, INC.

Northwest Linings has over 41 years of experience in the Oil &
Gas industry, supplying & installing geomembrane liners for tanks,
pits, pads, secondary containment, landfills, and ponds. In
addition, we supply geotextiles, geogrids, erosion blankets, straw
logs, gabions, and other geosynthetics throughout the United

project presented a material impact, we routes through Quebec and New 21000 77" Ave s States.
would be prepared to adjust it in order to ~ Brunswick. Kent, WA 98032 . ) , )
eliminate or mitigate that impact, just like In addition, TransCanada estimates the P: 253-872-0244 Helplng to Protect the Environment’
we have done in many instances since  project will support 14,000 direct and indi- F: 253-872-0245 . . .
rect full-time jobs across Canada during Visit us at: www.northwestiinings.com
n
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Project Development & Marketing
Land Services/GIS/Mapping
Water Sourcing

Fresh Water Delivery Systems
Water Reservoirs/Storage

Water Treatment/Recycling/Reuse
Produce Water Gathering Systems
Salt Water Disposal

www.ae2sWaterSolutions.com

CONSTRUCTION

Project/Program Management

Drill and Production Pad Infrastructure Wiring/Install
Electrical Installation & Upgrades

Instrumentation & Controls

Site/Facility Lighting, Safety, & Security

Energy Efficiency & Preventative Maintenance
Maintenance & Service

www.ae2sConstruction.com

24/7 Operations & Maintenance

Performance Coaching

System Optimization

Customized Web-based Operator Logs & Reporting
System Integration with SCADA

Technology Application & Piloting

Asset Management

Regulatory Compliance & Agency Coordination
Process & Technical Support

www.ae2sWaterSolutions.com/Operations
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ENVIRONMENT & SAFETY

Flare appears to be cause of grassland fire

A natural gas flare from a Whiting well is being blamed for a grassfire which
burned 4,500 acres of U.S. Forest Service land and some private property near
Watford City on April 14.

Dry, windy conditions across North Dakota caused Gov. Jack Dalrymple to
issue a statewide burn ban on April 10, but the ban does not apply to any type of
engineered design that is part of an operating system, such as a well site flare,
according to North Dakota Department of Emergency Services Director Greg
Wilz.

He told Petroleum News Bakken that he will remind the industry that flaring
systems need to be cleared and not obstructed by anything that could catch fire
and cause problems. He said the fire potentially began when a flare spit out some
oil which landed on some nearby “organics” and ignited them. McKenzie County
Emergency Manager Karolin Rockvoy said this fire isn’t the first to be caused by
a flare. Her staff has responded to two others in the past 10 days within the county.
“I’m concerned because when the governor puts on that burn ban statewide ...
how do we deal with this?” she said. “To be over here and see the tumbleweeds
flying through on the highway ... it’s just a matter of time before one of these
goes flying through a flare.”

Watford City, Keene, New Town and Mandaree fire departments were fighting
the grassfire along with the U.S. Forest Service, and Nuverra Environmental
Solutions and PetroHunt came with water trucks to assist, protecting the Tobacco
Gardens campground and homes.

Jerry Samuelson of McKenzie County Emergency Services said some of the

see GRASSLAND FIRE page 19
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® COMPANY UPDATE

Penn West sells
royalty stake
to tackle debt

By GARY PARK

For Petroleum News Bakken

P enn West Petroleum is skimming off
Saskatchewan assets from its Viking
oil play on the western fringes of the
Williston Basin as part of a C$321 million
deal to cut debt and ride out stormy crude
prices.

It is selling almost 45,000 acres of
Dodsland land where production is 93 per-
cent liquids and where it had expected to
drill 100 wells a year over a five-year peri-
od.

QMAT.COM
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WORLDS LARGEST SUPPLIER

MANUFACTURING SINCE 1974

Freehold Royalties will also acquire
interests in 277,000 acres in five areas of
Western Canada to add 1,400 barrels of oil
equivalent per day to its portfolio.

It expects its share of production from
the Viking properties to be about 660 boe
per day this year, adding C$14.8 million to
operating income. In the final quarter of
2014, Freehold reported production of
9,800 boe per day, up 4 percent from a year
earlier, mainly the result of acquisitions.

Penn West Chief Executive Officer
Dave Roberts said in a news release that the
sale “marks a critical milestone in our ongo-
ing strategic focus to reduce debt and
strengthen our balance sheet without mate-
rially impacting (adjust earnings) or pro-
duction volumes.”

He described the deal as a “creative”
solution to “challenging circumstances.”

The company said proceeds from the
transaction, expected to close May 6, repre-
sent about 50 percent of its commitment to
pay C$650 million from asset sales to settle
outstanding principal amounts owing to
holders of unsecured notes.

Penn West has already cut its dividend
twice since December, while Freehold
trimmed payments to shareholders in
January at a time when Canada’s oil and
natural gas firms are increasingly turning to
equity issues to raise money and offset
shrinking cash flow.

Freehold said it will fund the transac-
tions with a C$297 million public equity

see PENN WEST page 19

continued from page 16

AMERCAN EAGLE

$30 million in accounts payable and accru-
als and $9.8 million in accrued interest
compared to $42.4 million and $6.6 mil-
lion, respectively, on Dec. 31, 2014.

The company announced in January that
it had sold non-operated working interests
in its oil and gas properties located in
Divide County for $9.5 million to enhance
its liquidity position. At that time,
American Eagle said it would continue to
hold additional working interest and pro-
duction from other non-operated wells and
was contemplating sales of additional
assets. The company had originally antici-
pated spending $60 million to develop 10
net wells in 2015 with one or two rigs.
Instead, it laid down rigs and monetized all
of its crude oil hedge positions for
December 2014 through December 2015,
generating $13 million for the company.
The hedges represented approximately
414,000 barrels of oil at an average price of
$89.59 per barrel.

In the latest data available from the
North Dakota Department of Mineral
Resources, American Eagle ranked 28th
among the top 50 Bakken oil producers in
North Dakota in February for operated,
non-confidential wells with an average
daily output of 3,221 barrels.

—MAXINE HERR

Contact Maxine Herr
at maxine606@msn.com
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GRASSLAND FIRE

fire was stopped by Lake Sakakawea as
well as a creek leading to the lake about
three miles south of the Tobacco Gardens
resort. He told Petroleum News Bakken
that the fire reignited at a hot spot later in
the evening after the other fire had been
contained. Crews were able to contain the
second fire overnight.

North Dakota law governing the oil
and gas industry says “all vegetation
must be removed to a safe distance from

any production equipment” near a well
site.

Department of Mineral Resources
spokeswoman Alison Ritter said that if
the cause of the fire is confirmed to be oil
moving from the flare pit, it would likely
mean the equipment malfunctioned.
Whiting Petroleum has been working
with landowners affected by the fire to
deal with lost fences and pasture land.

—MAXINE HERR

Contact Maxine Herr
at maxine606(@msn.com

continued from page 18

PENN WEST

offering and a C$33 million private place-
ment with Canadian National Railway’s
pension trust funds.

Penn West said it spent C$49 million of
capital in the Viking play during the final
quarter of 2014, drilling 33 wells, raising
the year’s total to 99 wells, with 103 wells
brought into production.

The company said it was continuing to
target average per well costs in the area
below (€$800,000, and announced a

planned drilling program of 23 net wells in
the first quarter on capital spending of C$32
million.

Overall, Penn West reported production
of 97,143 boe per day in the fourth quarter,
including 51,624 bpd of light oil and natural
gas liquids.

Its primary focus remains on the
Duvernay, Cardium and Slave Point plays
in Alberta, which are major contributors to
its proved plus probable reserves of almost
300 million barrels. ®

Contact Gary Park through
publisher@petroleumnews.com

continued from page 3

ONSTAD Q&A

Petroleum News Bakken: As you look
back at this session, what are your
biggest victories and disappointments?

Onstad: The biggest disappointment
is I thought there was a western delega-
tion really working towards that formula
and I’m disappointed in the fact that
they gave in too early. To go home today
and we only got to 30 percent with no
contingency in place, and then hope
there’s going to be a special session. We
didn’t address property tax. That’s a dis-
appointment. We still have a chance to
deal with that. I think we made some
headway with human trafficking, with
some childcare and pre-K and the educa-
tion part of that. We’ve beefed up law
enforcement; we’re trying to look at
more rehabilitation and some of those
smaller social programs. I think the
housing incentive fund will be restored.
Those have been good things. But that
infrastructure funding is still a real dis-
appointment.

Petroleum News Bakken: This is your
second session serving as the House
minority leader. How do you approach
the job?

Onstad: I’ve got to believe that I’'m
here representing my constituents. I tell
my caucus members your constituents
come first. We’re not going to be telling
you how to vote. We discuss everything
and they can get a flavor for it so they’re
informed ... but you just kind of keep
telling yourself I’m representing people
that wanted me here.

Petroleum News Bakken: Do you
think the Republicans take a different
tactic?

Onstad: [ would say they’re more
about a philosophy that they’re really
going to support. It doesn’t necessarily
mean what their constituents want. |
think probably that’s the difference. So
when the next election comes around,
people make choices. ®

Contact Maxine Herr
at maxine606@msn.com
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NDTL MAY SALE

in Williams County, all are either on the
fringe or outside of the Bakken petroleum
system core (see map — note tract sizes
are not to scale).

Stark County has the highest nominat-
ed acreage at 7,195 acres in 95 tracts (76
acres per tract), followed by Billings
County at 3,892 acres in 35 tracts (111
acres per tract), Divide with 3,699 acres
in 44 tracts (84 acres per tract), Burke
with 2,940 acres in 38 tracts (77 acres per
tract), Dunn with 2,638 acres in 30 tracts
(88 acres per tract), Mountrail with 900
acres in 10 tracts (90 acres per tract),
McKenzie with 889 acres in seven tracts
(127 acres per tract), Williams with 800
acres in six tracts (133 acres per tract),
and Renville with 240 acres in two tracts
(120 acres per tract).

Nominators

American Land Services of Bismarck
nominated three tracts in McKenzie
County and one in Mountrail County;
Rusty Waters of Edmond, Oklahoma,
nominated the two tracts in Renville
County; Ancient Sunlight Resources LLC
of Bismarck nominated one tract in
Williams County; and Robert J. Eynon
Agency Inc. of Williston nominated
another Williams County tract. All of the
remaining 260 tracts were nominated by
Northern Energy Corp. of Bismarck.

The auction is scheduled to begin at 9
a.m. Central Daylight Time on May 5 and
will be held in the House chambers at the
state Capitol in Bismarck.

In comparison

While the nominated acreage is an
increase from February, the total is still
below the 10-year May auction average of
25,899 and the 10-year average for all
quarterly Trust Lands auctions of 31,125
acres. The highest total acreage leased in
any Trust Lands quarterly auction over the
last 10 years was the 114,298 acres leased
in the November 2006, and the lowest
acreage was in February 2014 when just
2,552 acres were leased.

Other upcoming auctions

The Montana/Dakotas office of the
U.S. Bureau of Land Management will
hold its next lease auction on May 5 in
Billings. Acreage in BLM auctions alter-
nates among tracts in Montana, North

Nominated Leased Oil and Gas Tracts May 2015
North Dakota Dept. of Trust Lands Lease Auction
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Dakota and South Dakota, and the May
auction is limited to Montana leases. The
acreage nominated for the May BLM auc-
tion is one of the lowest acreage totals in
the history of that office with leases on
only three tracts totaling 160 acres. Two of
the tracts are in southeast Roosevelt
County near the North Dakota border, one
at 80 acres and the other at 40. The third is

a 40-acre tract in Powder River County
near the Wyoming border in southeast
Montana.

The Minerals Management Bureau of
the Montana Department of Natural
Resources and Conservation will hold its
next oil and gas lease auction in Helena on
June 2. The nominations for that auction
closed on March 19 and a total of 19,504

acres were nominated in 39 tracts across
11 counties in north-central, eastern and
southwest Montana. The final nomina-
tions list for the June Montana auction
will be released on or about May 11.

—MIKE ELLERD

Contact Mike Ellerd
at mellerd.pnb@gmail.com
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XTO ACTIVITY

West Capa, Dollar Joe and Grinnell fields, all contiguous
fields in far southeast Williams County although a por-
tion of the Grinnell field extends south into northern
McKenzie County. The lone 320-acre unit is in the
Squaw Creek field on the Fort Berthold Indian
Reservation in far eastern McKenzie County.

The company wants to drill up to 12 additional wells
on all of the 1,280s, and on the 2,560s, it wants to drill
two wells across section lines for densities of 107 and
1,280 acres per well, respectively. On the 320-acre unit,
the company wants to drill up to six wells for a density
of 53 acres per well.

XTO’s parent ExxonMobil reduced its overall 2015
budget, but at approximately 12 percent, it was the
smallest company-wide budget cut among the top 10
Bakken oil producers. At the same time, XTO has seen
marked improvements in cost efficiencies, and the sub-
sidiary is not planning to implement any significant
Bakken slowdowns in 2015. “In the Bakken, we
increased net production by 38 percent last year, which
reflects the addition of 144 new wells, increased well
productivity, and accelerated pad development in our
core acreage,” ExxonMobil Chairman and CEO Rex
Tillerson told analysts in March. “We averaged 13 oper-
ating rigs in 2014, and we will likely average close to
that level this year.”

Other drilling apps

In addition to XTO, Whiting Petroleum, filing as
Whiting Oil and Gas Corp., filed three applications seek-
ing authorization from the commission to drill up to 14
additional wells on each of 10 existing 1,280s in the
Banks, Poe and Sand Creek fields, all contiguous fields in
north-central McKenzie County.

ConocoPhillips subsidiary Burlington Resources wants
to drill up to 14 additional wells on a 1,280 in the Clear
Creek field in northeast McKenzie County and up to eight
wells on a 1,280 in the nearby Siverston and/or Pershing

April 2015 North Dakota Industrial Commission Additional Well Applications
. Wells per | Acres per | Acres per . Total . B c

Applicant Unit* Unit well Units Wells Field County Pool
Burlington Resources Oil & Gas Co. LP 8 1,280 160 1 8 Siverston and/or Pershing MCK BKN
Burlington Resources Oil & Gas Co. LP 14 1,280 91 1 14 Clear Creek MCK BKN
Burlington Resources Oil & Gas Co. LP 2 2,560 1,280 1 2 North Fork MCK BKN
Continental Resources, Inc. 3 320 107 2 6 Stoneview BRK BKN
Marathon Oil Co. 2 2,560 1,280 2 4 Reunion Bay and/or Big Bend MNT BKN
Sinclair Oil & Gas Co. 6 1,280 213 1 6 Lone Butte MCK BKN
SM Energy Co. 11 1,280 116 1 11 Camp and Indian Hill MCK BKN
Whiting Oil and Gas Corp. 14 1,280 91 2 28 Banks MCK BKN
Whiting Oil and Gas Corp. 14 1,280 91 2 28 Sand Creek MCK BKN
Whiting Oil and Gas Corp. 14 1,280 91 6 84 Poe MCK BKN
XTO Energy Inc. 12 1,280 107 9 108 Capa WiL BKN
XTO Energy Inc. 2 2,560 1,280 1 2 Capa WiL BKN
XTO Energy Inc. 12 1,280 107 12 144 West Capa WiL BKN
XTO Energy Inc. 2 2,560 1,280 12 24 West Capa WIL BKN
XTO Energy Inc. 12 1,280 107 7 84 Dollar Joe WIL BKN
XTO Energy Inc. 2 2,560 1,280 4 8 Dollar Joe WIL BKN
XTO Energy Inc. 12 1,280 107 18 216 Grinnell MCK, WIL BKN
XTO Energy Inc. 2 2,560 1,280 9 18 Grinnell MCK, WIL BKN
XTO Energy Inc. 6 320 53 1 6 Squaw Creek MCK BKN
April Totals 92 801
A: Represents the maximum number of wells requested for a given spacing unit
B: DUN = Dunn, MCK = McKenzie, MNT = Mountrail, WIL = Williams
C: BKN = Bakken

fields. Burlington also wants to drill two wells on an over-
lapping 2,560 in the neighboring North Fork field.

SM Energy is looking to drill up to 11 wells on a 1,280
in the Camp and Indian Hill fields in northwest McKenzie
County. Continental Resources wants to drill up to three
wells on each of two existing 320s in the Stoneview field
in southeast Burke County. Sinclair Oil and Gas wants to
drill up to six wells on a 1,280 in the Lone Butte field in
southwest McKenzie County. And Marathon Oil is seek-
ing authorization to drill up to two wells on an overlapping
2,560 in Reunion Bay and/or Big Bend fields in the Van
Hook peninsula in southwest Mountrail County.

In perspective
Combined, the seven North Dakota operators filing

drilling applications in April are looking to drill up to
801 additional wells on 92 existing spacing units. That is
by far the largest number of additional wells sought by
North Dakota operators in 2015, obviously driven by
XTO whose 610 additional wells account for 76 percent
of the wells requested. In comparison, in March, seven
operators filed applications seeking a maximum of 183
wells on 27 DSUs with Whiting (68), Hess (38), XTO
(38) and Burlington (28) accounting for most of those
applications.

All of the additional wells are targeting the Bakken
pool, which encompasses multiple formations including
the Bakken, Three Forks and Pronghorn. @

Contact Mike Ellerd
at mellerd.pnb@gmail.com

continued from page 1
OASIS IN MT April 2015 North Dakota Industrial Commission Drill Spacing Unit Applications
Applicant Units | Acres | Type® Wells Field County® Pool®
for four temporary 1,280-acre spacing units, all in the BTA Oil Producers, LLC 1 320 N |one Ash Coulee BIL VL
Elm Coulee Northeast field in Richland and Roosevelt Burlington Resources Oil & Gas Co. LP 1 2,560 0 One Siverston and/or Pershing MCK BKN
COuntieS_ The Company haS one producing Bakken Well Continental Resources, Inc. 2 1,680 N Multiple Elm Tree and/or Sanish MCK, MNT BKN
on each spacing unit and under Montana rules spacing Continental Resources, Inc. 1 1,280 N Multiple Elm Tree and/or Sanish MCK, MNT BKN
tl bl
units are 1r11t1a11 designated as temporary bllt that status Continental Resources, Inc. 1 480 N Multiple Elm Tree and/or Sanish MCK, MNT BKN
has to be chan Zd to permanent for ongoin roduction Corinthian Exploration (USA) Corp. 4 160 N Up to four Northeast Landa BOT SPF/MAD
The f gll p d . gb gp J ’ Liberty Resources Management Co., LLC 2 2,560 o Up to three Hanson and/or Temple WIL BKN
¢ four wells went on pro uction between anugry Liberty Resources Management Co., LLC 2 2,560 o Up to three Big Meadow and/or Temple WIL BKN
and November 2014 and have been on productlon Murex Petroleum Corp. 1 1,280 N Up to eight Daneville DUN BKN
between 101 and 304 days. Those wells have average Murex Petroleum Corp. 1 640 N | Uptofour McGregor wiL BKN
productions of 142 barrels per day (304 days of produc- Newfield Production Co. 1 1,280 0 |uptoeight | sandCreek MCK BKN
tiOIl), 183 bpd (172 days), 345 bpd (101 days) and 461 Oasis Petroleum North America LLC 2 2,560 o Up to two Baker and/or Last Chance MCK BKN
bpd (107 days). Peregrine Petroleum Partners, Ltd 1 1,280 N Up to four Covered Bridge MCK BKN
Petro-Hunt, LLC 2 2,560 (0] One Little Knife DUN, MCK BKN
In addition, Oasis flled applications seeking QEP Energy Co. 1 2,560 N One Spotted Horn and/or Squaw Creek MCK BKN
l l . . 28 h QEP Energy Co. 1 2,560 N Up to three Spotted Horn and/or Squaw Creek MCK BKN
approva to pOO interests in other Samson Resources Co. 1 2,560 [e] One Blooming Prairie DIV BKN
permanent 1,280'(10’6 spacing units, all in the Samson Resources Co. 1 1,280 N Up toseven | Blooming Prairie DIV BKN
Elm Coulee Northeastﬁeld. SHD il & Gas, LLC 1 7,520 o Up to two Heart Butte DUN BKN
SHD Oil & Gas, LLC 1 7,520 o Up to two Heart Butte DUN BKN
SHD Oil & Gas, LLC 1 4,000 o Up to three Deep Water Creek Bay DUN BKN
Qasis also filed applications seeking authorization to drill SHD Oil & Gas, LLC 1 3,520 [0} Up to 27 Van Hook and/or Heart Butte DUN, MCL BKN
up to four additional Bakken/Three Forks wells on each of Slawson Exploration 2 2,560 [0} Up to two Reunion Bay and/or Big Bend MNT BKN
the four spacing units. and is seeking authorization to pool Whiting Oil and Gas Corp. 3 2,560 o Up to two Truax and/or Grinnell MCK, WIL BKN
all interests in all four’ Whiting Oil and Gas Corp. 1 2,560 N Up to two Truax MCK, WIL BKN
L. . . . XTO Energy Inc. 2 2,560 o Up to two Haystack Butte MCK, DUN BKN
Oasis is also asking the board to establish a temporary XTO Energy Inc. 2 520 0 | Uptofour | Squaw Creek MCK BN
overlapping 2,560-acre drill spacing unit, also in the Elm Total April DSUs 22
Coulee Northeast field in Roosevelt County, for the purpose A: N = New, O = Overlapping
of drilling three horizontal Bakken/Three Forks wells. There B: BIL = Billings, BOT = Bottineau, DUN = Dunn, MCL = McLean, MCK = McKenzie, MNT = Mountrail, WIL = Williams
too, Oasis is seeking authorization to pool interests. C: BN = Bakken, MAD = Madison, SPF = Spearfish, TYL = Tyler

In addition, Oasis filed applications seeking approval to
pool interests in 28 other permanent 1,280-acre spacing
units, all in the ElIm Coulee Northeast field.

Other Montana Bakken apps

SM Energy is seeking permanent status for two 1,280-
acre DSUs in the Bainville II field in Roosevelt County
where it has one producing well on each. Both wells went
on production in February. One produced 6,814 barrels over
15 days for an average of 454 bpd, and the other produced
10,341 barrels over the first 27 days for an average of 383
bpd. SM Energy also wants to pool all interests in both of
those DSUs.

Kraken Oil and Gas wants the board to grant permanent
status to two 640-acre temporary spacing units, both in the
Elm Coulee field in Richland County and allow pooling of

all interests in those units. The wells on the two units went
on production in April and June 2014 and have averaged 33
and 100 bpd over 284 and 232 days, respectively.

In other Montana Bakken activity, Burlington Resources
is asking permission to drill an additional well on an existing
1,280 spacing unit in Richland County and Statoil wants to
pool interests in a 1,280-acre DSU, also in Richland County.

In the Southern Alberta Bakken, Anadarko E&P Onshore
is seeking permanent status for a spacing unit in Toole
County where it has a producing Bakken well. Production
data for that well are not yet available on the board’s web-
site.

Conventional Montana apps
Not all activity in Roosevelt County targets the Bakken

formation. Forth Worth Operating Co. filed applications
seeking five temporary spacing units in the county for the
purpose of drilling one test well into the Nisku formation on
each DSU.

Interstate Explorations wants the board to designate per-
manent status to a 320-acre spacing unit in Wibaux County
for production from a Red River formation well. Production
data from that well are not yet available.

And far outside of Montana’s Bakken, Baldwin Lynch
Energy is asking for approval for an enhanced recovery
project targeting the Lakota formation in Carbon County in
south-central Montana.

—MIKE ELLERD

Contact Mike Ellerd
at mellerd.pnb@gmail.com
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DEETHREE SPLIT

bases within DeeThree,” the company said
in a news release.

“The board believes that the reorganiza-
tion will, over time, result in a better com-
bined market value for Granite and Boulder
as standalone entities than within a single
entity and business plan, thereby maximiz-
ing shareholder value.”

What drove the split?

The corporate leaders were not available
to discuss the thinking behind their deci-
sion in more detail, leaving others such as
Chad Ellison, an analyst with Dundee
Capital markets, to speculate.

Admitting he was caught off guard, he
cautioned that a depressed commodity mar-
ket is not necessarily a welcoming atmos-
phere for junior dividend players.

But he told the Calgary Herald the mar-
ket will now be forced to “independently
value two high-quality but different natured
assets.”

After its foundation in 2007, DeeThree
went public two years later, drilled its first
upper Bakken horizontal well in 2011,
acquired Brazeau assets the same year and
paid the price for being a natural gas-
weighted junior, taking a full body blow
when investors became disaffected with
less-than-promising results from the
Alberta Bakken. Share values took a sharp
dive four years ago after acquiring a stake
in that play.

But management clawed its way back
by diversifying operations and directing
two-thirds of drilling to the Belly River for-
mation in central Alberta to boost produc-
tion.
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Output projections

It its April 7 release, DeeThree projected
Granite will exit 2015 with production of
4,100 barrels of oil equivalent per day and
total proved plus probable reserves of 17
million boe, while Boulder is forecast to
have an exit rate of 9,000 boe per day from
34.7 million 2P (proved plus probable)
reserves. Granite has an estimated horizontal

Oil Patch Bits

LTE recognized for its environmental stewardship

LTE said it has hit a major home run winning the VZ Environmental Award for Excellence in Environmental Stewardship at
the third annual Rocky Mountain Oil & Gas Awards. The annual Rocky Mountain gala ceremony was held at the Sheraton
Denver Downtown Hotel on March 10, where hundreds of oil and gas executives gathered together to celebrate those com-
panies who excel in the key areas of operational excellence, innovations in technology, CSR, health and safety and environ-
mental stewardship. LTE has shown true innovation in environmental stewardship, practices, and technology which are proven
to be economically sustainable and have a clear environmental benefit.

The VZ Environmental Award for Excellence in Environmental Stewardship recognizes efforts, initiatives, and technological
developments that have minimized or eliminated the environmental footprint of the oil and gas industry.

The oil and gas awards recognize the outstanding achievements made within the upstream and midstream sectors of the
North American oil and gas industry. The awards show the industry’s motivation to develop by recognizing and rewarding the
efforts of corporations and individuals. For more information, visit their website at www.oilandgasawards.com.

well inventory of 162, while Boulder has
more than 400 prospects.

Directors, officers and certain sharehold-
ers of DeeThree, holding 17 percent of the
company’s common shares, have unani-
mously recommended approval of the deal.

Alberta Bakken development

The reorganization coincides with
DeeThree announcing promising results

from the Alberta Bakken that is being devel-
oped with a natural gas injection enhanced
oil recovery operation.

The technology has been used to slow
declines in production from existing wells
(see slide), with the first horizontal well
flowing at 1,000 bpd of 30 degree API oil
and 500,000 cubic feet per day of natural gas
at a wellhead pressure of 300 pounds per

see DEETHREE SPLIT page 24
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ND OUTPUT

no precipitation in February.”

Perhaps even more notable is that in
February just one well was brought on
production in the state, in stark contrast to
the 47 wells brought on production in
January, and the 173 put on production in
December. “Only one increase — one
well in terms of wells producing —
between January and February, which is
also a record in terms of the lowest
increase that I could find as far as I went
back,” he added.

“In the poll that we do of the
major operators, it looks like
there could be another five rigs
that are on the line or on the
margin in terms of possibly being
laid down.” —Lynn Helms, North
Dakota Department of Mineral
Resources

Backlogs and tax triggers

And adding to the dynamic is the
increasing number of wells drilled but not
yet fractured, with another approximately
75 added to the list of uncompleted wells
bringing the total number awaiting comple-
tion to an estimated 900, a record high. At
that rate, Helms estimates that by June there
could be 1,000 or more wells waiting on
completion.

Contributing to the backlog of comple-
tions is the larger of two state tax incentive
triggers, which at current crude oil prices is
expected to go into effect on June 1. That
trigger eliminates the extraction tax for all
wells up to the first 24 months of produc-
tion, and drops the extraction tax from 6.5 to
4 percent for all wells beyond the first 24
months of production.

Looking forward, Helms expects to see 1
to 2 percent declines in production in
March, April and May. But in June he
expects to see a rise in production as opera-
tors begin to catch up on well completions.
Helms thinks production could get back in
the 1.2 million bpd range the state hit in
December 2014.

Another factor influencing 2015 produc-
tion is the requirement that wells be put on
production within a year of spudding.
Helms said there are some 125 wells that
have to be brought on production in June,

?7

¥ NE

The publication
of record for
the Bakken oil
Land gas industry. )
~

SUBSCRIBE TODAY!
907-522-9469
petroleumnewsbakken.com

23
24-Month North Dakota Oil Production
(average bpd per month)
1,300,000 60,000 __
1,200,000 - - 50,000 &
1,100,000 - 40,000 f
1,000,000 - 30000 £
B 900,000 - 5
2 / 20,000 =
S, 800,000 4 10,000 3
@ 700,000 - K]
T 0 >
5 600,000 - 10000 £
2 500,000 - =
'S 400,000 - -20,000 g
S 300,000 - -30,000 &=
» ’ @
© 200,000 - -40,000 ©
5 100,000 - -50,000 g
o 0 S — -60,000 £
l\:\‘b «,\’b P \:{b PN \'.{b 4',\": d\’b IS J\" «,\b‘ N \',\b‘ A \'.\u A/,\b‘ U\v o o =
RN Qfo* SN vo‘? o ¥ F (& w@* SN voq o ¥ & & (&
mmm Difference from Previous Month (bpd) =o—Average Monthly Production (bpd)

Data source: North Dakota Department of Mineral Resources Oil and Gas Division

and another approximately 200 that could
be under the same requirement by
December. As a result, he thinks production
at the end of the year could be on par with
production at the beginning of the year,
which was approximately 1.19 million bpd.

Tumbling rig count

As of April 14, North Dakota’s rig count
stood at 91 — a decline of 17 from the 108
rigs operating at the end of March. It is also
a decline of 42 rigs from February and 69
rigs from the end of January.

Helms expected the rig count in mid-
April would be in the 120 to 130 range
rather than 91 as of the day of the press con-
ference, and he was surprised at the rapid
rate of the decline. “Going into this thing in
December, operators were telling us they
were going to ladder their rigs down as con-
tracts expired and that’s what we had built
our plans around,” he said. “But as they got
into January and February and crude prices
were as weak as they were, quite a few
operators started actually buying their rig
contracts and laying rigs down, which is a
very expensive proposition.”

And the rig count could decline even
more. “In the poll that we do of the major
operators, it looks like there could be anoth-
er five rigs that are on the line or on the mar-
gin in terms of possibly being laid down.”

Other February numbers

The one well that went on production in
February put the number of producing wells

As of April 14, North Dakota’s rig

count stood at 91 — a decline of 17

from the 108 rigs operating at the

end of March. It is also a decline of

42 rigs from February and 69 rigs
from the end of January.

in North Dakota at 12,198. Seventy-five
percent were producing from the Bakken
petroleum system with the remaining 25
from conventional “legacy” pools.

While oil production fell in February,
natural gas production increased slightly
with gas production averaging 1,473,826
thousand cubic feet per day, up from the
1,473,516 mcf per day in January.

A total of 197 drilling permits were
issued in February, down 20 percent from
the 246 permits issued in January. In
March the number of drilling permits fell
to 190. @
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GAS CAPTURE

Dakota Department of Mineral Resources
Director Lynn Helms said at an April 14
press conference. “I’m just really pleased
to see the numbers and be able to look
back and say wow, what we did over the

last year in terms of inventing a whole
new way of reducing flaring and control-
ling production ... is really working. It’s a
necessary part of the business if you’re
going to reduce flaring to 10 percent
which is the ultimate goal.”

He said much of the decrease in flaring
also came from increased compression on

continued from page 22

DEETHREE SPLIT

square inch over a five-day test.

“The real key is that it demonstrates in
our view that the EOR is working,” said
Jonathan Fleming, Granite’s vice presi-
dent of capital markets.

Dundee Capital’s Ellison said the EOR
scheme could yield recovery factors that
are better than 4 percent booked to date
and unlock additional drilling locations
with tighter well spacing.

He said in a note that decline rates
have begun to moderate on the overall
pool “which we view as a materially pos-
itive development given the company’s
historical 40 percent plus decline rate.”

“We expect to see improving capital
efficiencies providing stronger sustain-
ability metrics in addition to a clean bal-
ance sheet.” DeeThree started work on
the upper Bakken siltstone at Ferguson
near the Montana border four years ago
after discovering it by checking logs from
an original vertical well. The upper
Bakken siltstone overlies the Alberta
Bakken's two shale source rock intervals.

The company noted that the middle
Bakken siltstone in Alberta was popular
with several producers a few years ago,
but was largely determined to be uneco-
nomic.

—GARY PARK

Contact Gary Park through
publisher@petroleumnews.com
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pipelines that enabled greater volumes and
the use of many more well site capture
units. Also, Hess’ Tioga gas plant was able
to reach 84 percent of full capacity, but it
is still waiting for further gas gathering
expansions south of Lake Sakakawea to
make it able to take an even bigger chunk
out of the flaring problem. DMR has cur-
rently ordered production curtailment of
1,800 barrels per day to meet gas capture
goals and operators are self-curtailing
another 7,000 bpd. Helms said it makes a
significant impact to production as the
more than 14,000 bpd drop from January
to February would have been much less if
curtailments weren’t necessary. In
February, even more production —
around 12,000-13,000 barrels per day —
was curtailed. Helms expects greater pro-
duction restrictions to return in June when
more wells are expected to be completed
(see related story, page 1).

“We’ve had everything working in our
favor in terms of less curtailments and bet-
ter gas capture, but as we come into the
summer months and as we hit this June
completions surge I think we’re going to
see those curtailments creep back up in
that 12- to 13,000 range,” Helms said.

But more compression capacity is
expected this summer as well, Helms said,
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with Oneok, Hiland and Hess all planning
additional projects to move more gas out
of northeast McKenzie County.

Implementing oil conditioning

Oil conditioning orders went into effect
on April 1 and one concern was that the
process could increase flaring as operators
work to remove volatile gases from the
oil. Helms said it’s still too early to tell
what impact conditioning will have on
production and flaring, but he was pleased
to report that 90 percent of 1,000 heater
treaters surveyed by inspectors were
found to be in compliance of the new
order. Operators of the other 10 percent
have requested more time to achieve the
13.7 psi vapor pressure. Helms also said
of the 600 vapor pressure tests turned into
his office, only 1 percent were too high. In
those cases, operators are given 48 hours
to adjust their equipment and retest. DMR
has been able to review the pressure tests
and give approval within 24 hours of
receiving them, Helms said.

Hunt requests flaring approval

The high gas capture percentage proves
operators are clearly finding ways to curb
flaring, although some exceptions still
apply as the North Dakota Industrial
Commission will hear from one operator
asking for permission to flare gas from
select Bakken wells at its hearings on
April 22-24. Hunt Oil is asking the com-
mission to authorize flaring for one well
each in the Alexandria, Smoky Butte and
Green Lake fields along the border of
Divide and Williams counties. In its appli-
cations, the company states that all three
wells are not economically feasible to
connect to gas gathering systems or equip
with an electrical generator to utilize the
gas.

—MAXINE HERR

Contact Maxine Herr
at maxine606@msn.com
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