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Chenault discusses passage of oil
tax, in-state gas pipeline bills 

Apache Alaska plans to conduct a 3-D seismic survey project in the
western part of the Kenai National Wildlife Refuge. See story page 8.
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E Spudding Cosmo
Buccaneer spuds first well, seeks more time to complete offshore programs

By ERIC LIDJI
For Petroleum News

Buccaneer Energy Ltd. has spud a well at
Cosmopolitan, but the company is asking the

state for additional time to complete its larger
work program at the Cook Inlet prospect.

A local subsidiary of the Australian independ-
ent started drilling the Cosmopolitan No. 1 explo-
ration well off the coast of Anchor Point on May
13, according to the company.

Buccaneer is using its Endeavour jack-up rig to
drill the well in some 80 feet of water. The com-
pany expects the 8,000-foot well to take approxi-

see COSMO WELL page 17

Point Thomson progress
Work on the ground well under way on Exxon’s long-awaited Alaska project

By WESLEY LOY
For Petroleum News

ExxonMobil is starting to make real strides on its
Point Thomson development on Alaska’s North

Slope.
Construction contractors for the oil giant have

been focusing on two project components — the cen-
tral pad, and the pipeline that will tie the field into the
existing North Slope oil transportation network to the
west. 

ExxonMobil is aiming to begin production of nat-
ural gas condensate, a light hydrocarbon liquid, by
May of 2016.

The initial production level is expected to be
10,000 barrels a day, a small volume in the context of

overall North Slope oil production, which currently
exceeds 550,000 barrels daily.

But the project is regarded as a key first step
toward a potential multibillion-dollar effort to fully
exploit one of North America’s largest undeveloped
oil and gas fields.

ExxonMobil has two major partners in the field,
BP and ConocoPhillips.

The Australian firm WorleyParsons, along with
Fluor, is providing overall project management.

Central pad camp set up
Kim Jordan, an ExxonMobil spokeswoman in

Houston, told Petroleum News on May 15 that mod-

see THOMSON PROGRESS page 18

Win stuns BC pollsters
Government of Premier Clark re-elected; industry has unresolved questions

By GARY PARK
For Petroleum News

B ritish Columbia Premier Christy
Clark and the voters of her province

sent the political pollsters and pundits
packing May 14 in an election that has var-
iously been called the Comeback of the
Century or the Turnaround of the Ages.

Those who might have anticipated wak-
ing up on May 15 to a new government got
their wish. It just wasn’t the one they expected.

Faced with 18 months of polls that had her lagging
by as much as 22 percentage points, the pugnacious
Clark faced up to the electorate with a relentless grin
and an upbeat message that only her Liberal party
could be trusted to manage the economy, eliminate

the debt and create jobs.
During the month-long campaign she

dragged the polling margin against the
socialist New Democratic Party back to
single figures, but she was still largely
being written off.

When the ballots were counted, Clark
had extended Liberal rule from 2001 to
the next election in 2017, apparently win-
ning over voters with her message of a
strong economy to create jobs, while por-

traying the NDP as a “tax and spend” party.

Liberals claim winning margin
Although recounts were still likely in several con-

stituencies the Liberals were elected or leading in 50

CHRISTY CLARK

see ELECTION STUNNER page 19

Conoco: Shark Tooth by late ’15
KRU drill site follows ’12 well

ConocoPhillips Alaska Inc. expects to bring its Shark Tooth
satellite online by late 2015.

The most prolific oil company in the state is permitting a 24-
well drilling pad, an access road and a gravel mine, as well as
associated pipelines and power lines, at the oil field in the south-
west corner of its Kuparuk River unit. The Shark Tooth
prospect, also known as Drill Site 2S, would be near existing
Drill Site 2K pad, 1.5 miles east of the Tarn Road.

ConocoPhillips told the state it expects to begin mining activ-
ities toward the end of the year, install infrastructure early next
year and bring the satellite online near the end of 2015. Drilling
would conclude some 18 months later in mid 2017, but, as
ConocoPhillips noted in its application, “As detailed design pro-
gresses, the schedule may be modified.”

The project description is an expanded version of the one
ConocoPhillips filed with the U.S. Army Corps of Engineers

NWT launches Valdez trial balloon
for moving Canadian oil to Asia

Northwest Territories Industry Minister David Ramsay has
reopened debate on an option for moving crude from the Alberta
oil sands and Canadian Arctic to Asia by way of Valdez.

He told Petroleum News he is in the
early stages of exploring the possibility
with political leaders in Alberta, the
Yukon and Alaska

The routing is viewed by the NWT
government as a chance to deliver crude
to Asian markets by avoiding the opposi-
tion that faces proposals by Enbridge and
Kinder Morgan to build the Northern
Gateway and Trans Mountain expansion
across British Columbia and to take
advantage of underutilized capacity on the trans-Alaska oil
pipeline. 

In Houston for the Offshore Technology Conference,
Ramsay placed the idea on the table with Alaska Gov. Sean
Parnell and is hoping for a follow-up meeting in August. 

“We will get some work done by the NWT government and

see SHARK TOOTH page 19

see TRIAL BALLOON page 19
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Buccaneer is using its Endeavour jack-up rig to drill
the Cosmopolitan well in some 80 feet of water.
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Rig Owner/Rig Type                     Rig No.                  Rig  Location/Activity                                Operator or Status 

Alaska Rig Status
North Slope - Onshore

Doyon Drilling
Dreco 1250 UE                          14 (SCR/TD)         Prudhoe Bay  X-10, workover                                          BP
Dreco 1000 UE                          16 (SCR/TD)         Milne Point MPL-20, workover                                         BP
Dreco D2000 UEBD                   19 (SCR/TD)         Alpine CD1-49                                              ConocoPhillips
AC Mobile                                 25                        Prudhoe Bay U-16                                                            BP
OIME 2000                                141 (SCR/TD)       Kuparuk 3C-10                                             ConocoPhillips

Kuukpik                                       5                          Rigged up on Umiat Disp#1        Linc Energy Oprations Inc. 
                                                                            to spud December 2013  
                                                
Nabors Alaska Drilling
Trans-ocean rig                         CDR-1 (CT)          Prudhoe Bay                                                            Stacked
AC Coil Hybrid                          CDR-2                  Kuparuk 2F-18                                              ConocoPhillips  
Dreco 1000 UE                         2-ES (SCR-TD)      Prudhoe Bay                                                          Available 
Mid-Continental U36A              3-S                       Prudhoe Bay                                                          Available 
Oilwell 700 E                             4-ES (SCR)            Prudhoe Bay                                                          Available 
Dreco 1000 UE                          7-ES (SCR/TD)      Kuparuk                                                        ConocoPhillips
Dreco 1000 UE                          9-ES (SCR/TD)      Prudhoe Bay                                                          Available
Oilwell 2000 Hercules                14-E (SCR)           Prudhoe Bay                                                          Available
Oilwell 2000 Hercules               16-E (SCR/TD)      Prudhoe Bay                                                          Available 
Oilwell 2000                             17-E (SCR/TD)      Prudhoe Bay                                                           Stacked 
Emsco Electro-hoist -2              18-E (SCR)           Prudhoe Bay                                                           Stacked
Emsco Electro-hoist Varco TDS3   22-E (SCR/TD)      Prudhoe Bay                                                           Stacked 
Emsco Electro-hoist                   28-E (SCR)           Prudhoe Bay                                                           Stacked
Emsco Electro-hoist Canrig 1050E   27-E (SCR-TD)         Prudhoe Bay                                                                    Available
Oilwell 2000                                   33-E                        Prudhoe Bay                                                                    Available
Academy AC Electric CANRIG    99AC (AC-TD)     Prudhoe Bay                                                          Available
Academy AC Electric CANRIG         105AC (AC-TD)      Prudhoe Bay preparing to moblilize                               Doyon Ltd. 

Nordic Calista Services
Superior 700 UE                        1 (SCR/CTD)         Prudhoe Bay Drill Site E-01B                                             BP
Superior 700 UE                        2 (SCR/CTD)         Prudhoe Bay Well Drill Site G-12C                                    BP
Ideco 900                                  3 (SCR/TD)           Kuparuk Well 1C-16                                     ConocoPhillips
                             

Parker Drilling Arctic Operating Inc. 
NOV ADS-10SD                         272                      Prudhoe Bay currently on F pad                                       BP
NOV ADS-10SD                         273                      Prudhoe Bay projected to move                                       BP 
                                                                            to W-51 drill site on Wednesday, May 13                            

North Slope - Offshore

BP
Top drive, supersized                   Liberty rig          Inactive                                                                            BP

Nabors Alaska Drilling
OIME 1000                                19AC (AC-TD))     Oooguruk ODSN-02                    Pioneer Natural Resources
OIME 2000                                245-E (SCR-ACTD) Oliktok Point                                                                 ENI

Doyon Drilling
Sky Top Brewster NE-12             15 (SCR/TD)         Spy Island S132-W2                                                        ENI

Parker Drilling
NOV ADS-10SD                         273 (SCR)            Prudhoe Bay 02-13C                                                        BP

Cook Inlet Basin – Onshore

Kenai Land VenturesLLC (All American Oilfield Associates, labor Contract)
Taylor                                        Glacier 1              Kenai Loop Drilling Pad #1                 Buccaneer Energy Ltd.

All American Oilfield Associates
IDECO H-37                              AAL 111              On the West side for                                    NordAq Energy
                                                                            NordAq Energy’s Tiger Eye Central Well

Aurora Well Service
Franks 300 Srs. Explorer III         AWS 1                 Nicolai Creek 10, workover                                Aurora Gas
                             
Doyon Drilling
TSM 7000                                 Arctic Fox #1        Swanson River SCU 41A-04                    Hilcorp Alaska LLC   
                                                                            
Nabors Alaska Drilling
Continental Emsco E3000         273E                    Kenai                                                                     Available
Franks                                       26                        Kenai                                                                      Stacked
IDECO 2100 E                           429E (SCR)           Stacked in Kenai                                                    Available  
Rigmaster 850                           129                      Kenai                                                                     Available
Academy AC electric Heli-Rig    106-E (AC-TD)     Kenai                                                                      Avaiable

Cook Inlet Basin – Offshore

XTO Energy
National 110                             C (TD)                 Idle                                                                               XTO

Spartan Drilling 
Baker Marine ILC-Skidoff, jack-up                         Spartan 151                                                                 Furie
                                                                            Upper Cook Inlet KLU#1

Cook Inlet Energy
National 1320                           35                        Osprey Platform RU-1,                              Cook Inlet Energy
                                                                            workover 

Hilcorp Alaska LLC (Kuukpik Drilling, management contract)
                                                                           Monopod Platform A-7 Completion        Hilcorp Alaska LLC 
                                                428                      Anna Platform, preparing rig for             Hilcorp Alaska LLC 
                                                                            upcoming drilling and well work

Mackenzie Rig Status
                                                

Canadian Beaufort Sea

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

Central Mackenzie Valley

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

Alaska - Mackenzie Rig Report
The Alaska - Mackenzie Rig Report as of May 16, 2013. 

Active drilling companies only listed.

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

This rig report was prepared by Marti Reeve

Baker Hughes North America rotary rig counts*
                             May 10                                 May 3                             Year Ago
US                           1,769                              1, 764                               1,974
Canada                       118                                  121                                  120
Gulf                              47                                    48                                    45

Highest/Lowest
US/Highest                                        4530                              December 1981
US/Lowest                                          488                                       April 1999
Canada/Highest                                  558                                  January 2000
Canada/Lowest                                     29                                       April 1992
                                                                                *Issued by Baker Hughes since 1944

 The Alaska - Mackenzie Rig Report 
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By STEVE QUINN
For Petroleum News

House Speaker Mike Chenault’s
resource development priority is

about to become a reality. The in-state nat-
ural gas pipeline project he and colleague
Rep. Mike Hawker pushed is ready for
Gov. Sean Parnell’s signature.

House Bill 4 empowers the Alaska
Gasline Development Corp. to move for-
ward to an open season for an in-state nat-
ural gas pipeline, putting this project on
parallel tracks with a larger-diameter line
to tidewater for in-state and export use.

Fresh off what Chenault calls one of
the most successful sessions he’s seen
since first entering office in 2001, the
state’s only three-time House Speaker sat
down with Petroleum News to review the
session and take a look at what’s ahead for
the Legislature. 

Petroleum News: When you consider
passage of the oil tax reform bill Senate
Bill 21 and your HB 4, how would you

rate the work done
in the legislative ses-
sion?

Chenault: This
year has been one of
the most productive
sessions that we’ve
had. We dealt with
two big issues and
moved forward with
those: gas and oil
tax. We also kept the operating budget to a
smaller increase that it’s been in years. We
also passed a capital budget that was
responsible. It wasn’t too big in my opin-
ion. It wasn’t too small. It took care of a
lot of needs in the state of Alaska, certain-
ly not all of them. We got quite a bit done
and it was all for the positive.

Petroleum News: We know there are no
guarantees of any kind of return, for SB
21 but what do you like about the bill and
what do you believe its potential is?

Chenault: I think all of the hope and
potential is that we see more investment

into the state of Alaska, not only by the
big three but by newer investors. The ulti-
mate goal is to have more production and
more oil flowing through the TAPS.
That’s the way I look at it.

Petroleum News: What provision in SB
21 do you think will most drive that?

Chenault: Each section is important to
different developers, depending on
whether you’re a small guy or a big guy,
each one of those you may be able to take
advantage of to your favor and make your
economics look better as far as getting
more of your company invested dollars
into the state of Alaska than elsewhere.

Petroleum News: This kind of change
has been pursued the last three years.
What’s changed other than the legislative
lineup?

Chenault: If you look at most other oil
producing regimes across the U.S., you’ve
seen over the years, they have increased
their production levels. Alaska hasn’t. I
believe the major reason
why Alaska hasn’t is simply
because the tax rate is too
high and they have been
able to invest in other oil
provinces and make more
money. I think SB 21 brings
Alaska back into the game. We’ll see that
investment continue to grow over the near
term and the long term. 

Petroleum News: If the investment
doesn’t grow, then you could have a two-
pronged argument that SB 21 didn’t go far
enough or it’s simply a giveaway for not
working. Do you think you’ll have that
problem?

Chenault: I don’t think we are going to
have that problem. We’ll see the genera-
tion of more investment in Alaska and that
more investment will certainly turn into
more production. That is the crux behind
SB 21. We get more investment. That
turns into more production. That turns into
more money for the state of Alaska. 

Petroleum News: The final passage
vote was pretty close. What does that tell
you?

Chenault: I don’t know what it really
tells you. Some people say boy you just
barely got enough to get it past so it must
not be good. Unless it’s a bill they want. If
it’s a bill they want, they say great job.
You got the votes you needed to pass. It
only needs 21 and 11 and the governor to
sign it. 

You know, everyone has their own
ideas whether they were the Democrats or
some Republicans. Some thought it went
too far. Some didn’t like a particular piece
of it. I can’t fault anyone for voting any

whichever way they voted. 
Sometimes we wonder if it’s only 21,

whether that’s better or not. I’ve had bills
pass the House with 22 votes and the
newspapers crucify you saying, “Oh my
God. It only passed with 22 votes.” But if
it’s a bill that somebody else wants and it
may not be popular for a number of differ-
ent reasons, people will celebrate, saying,
“Hey, we got that passed.” But the rule is
21, 11 and 1 for it to become law.

Petroleum News: You’ve got good news
recently. ConocoPhillips said they would
follow through on what they told Wall
Street and Repsol said the bill makes a
difference in developing their discoveries.
Has it really made a difference already?

Chenault: I believe Repsol said either
last year or the year before last that “hey
we love the credits and everything ACES
provides, but if we find a developable
field, we are concerned about the tax on
it.” Most of the people utilizing the credits
liked the credits of ACES, but they didn’t

like the tax rate associated
with ACES. Can you say
they made this investment
because of the tax change? I
don’t know if you can really
say that, but it’s going in the
right direction. We are hear-

ing about projects that have a chance of
coming online versus where they were
pulling projects off the board because they
didn’t make economic sense under ACES.

Petroleum News: Let’s switch to natu-
ral gas. Again, what do you think is the
potential for advancing a gas pipeline
project under HB 4?

Chenault: I think the potential is very
good. AGDC will continue on with their
engineering. They will make sure they
have all their permits in place. They cur-
rently have the state right-of-way permits.
They have the federal EIS (environmental
impact statement). So I believe they will
have all the permits needed for the federal
right of way and they will continue engi-
neer work and go to an open season in
2014. Hopefully they will have buyers and
shippers make commitments on both ends
of this thing, and they will sign precedent
agreements, work their way through any
issues they have and be able to put a
pipeline project on the table and get gas to
Alaskans by 2019.

I think if we get to an open season and
we’ve got the buyers out there who are
interested in buying the gas, it doesn’t
force gas producers to sell that gas, but if
there is a market out there that is econom-
ic to make money on it, this helps them
make the decision.

� G O V E R N M E N T

Chenault: Legislative session successful
House speaker discusses passage of governor’s oil tax bill, in-state gas pipeline bill, says market will determine where gas goes
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CORRECTION
Article Eight Section 1

The Q&A with Rep. Beth Kerttula in the May 12 issue of Petroleum News con-
tained an incorrect reference to the Alaska Constitution. The citation should have
been to Article Eight Section 1, not to Article One Section 8. 

Petroleum News apologizes for the error. 

MIKE CHENAULT

see CHENAULT Q&A page 17
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Alberta grows reserves, looks for payoff
By GARY PARK

For Petroleum News

Fueled by growth in situ development
and production in its oil sands, Alberta

posted a 14 percent rise in conventional oil
production in 2012, a 10 percent jump in
crude bitumen output and a 9.5 percent
increase in reserves, intensifying the chal-
lenge of how to get those volumes to mar-
ket.

In its annual numbers update, the
province’s Energy Resources Conservation
Board, ERCB, said conventional crude out-
put for last year was 204 million barrels,
thermal recovery logged 363 million barrels
and mining operations yielded 340 million
barrels, for a total of 2.48 million barrels per
day. 

For the first time, in situ volumes exceed-
ed mining and the ERCB expects that gap to
continue widening as Alberta’s annual raw
crude bitumen production climbs to 3.8 mil-
lion bpd by 2022.

Remaining crude bitumen reserves were
estimated at 168 billion barrels, a drop of 0.7
percent from 2011, while conventional
crude is at 1.7 billion barrels.

Conventional lifespan 8-10 years
ERCB chief economist Carol Crowfoot

said that unless Alberta finds more reserves
its conventional holdings have a lifespan of
only eight to nine years.

“We’re in a maturing basin and on the
conventional side, even though we’re seeing
a definite change in trend from declining
production, it’s a diminishing pie of remain-
ing reserves,” she said.

Conventional natural gas reserves in
Alberta stood at 33 trillion cubic feet enter-
ing 2013, a drop of 3 percent during the
year, while reserves of natural gas liquids
were 1.6 billion barrels, virtually unchanged
from the previous year.

The reserves estimates do not include
shale oil, shale gas and shale gas liquids,
which Crowfoot said represent a “treasure
trove of resources” which would be reflect-
ed if development started to take place on a
major scale.

The application of new technologies
demonstrates the industry talent for exploit-
ing conventional fields and the oil sands,
adding to the transportation bottlenecks and
the drag on prices for heavy oil producers.

‘Massive increase’ in crude
Al Monaco, chief executive officer of

Enbridge, said the industry is “in the midst
of a massive increase in North American

crude. That’s generally good news, however
the lack of pipeline capacity is causing sig-
nificant regional price disparities.

“We’re all concerned about the short-
term and longer-term effects this could have
on energy development,” he said.

The conventional surge is largely the
result of horizontal drilling combined with
multistage hydraulic fracturing that have
unlocked formations long considered
uneconomical.

Scott Saxberg, chief executive officer of
Crescent Point Energy, has no worries about
whether further technological change will
enable Alberta to sustain its conventional
production.

“We’re at the front end of change,” he
said. “In the next five to 10 years we’re
going to see even more advances in technol-
ogy and the knowledge we have around
developing these assets using fracking and
horizontal drilling.”

Trent Yanko, chief executive officer of
Legacy Oil + Gas, said the peak will be
short-lived because of the cost of using the
new techniques and the sharp per-well
decline rates, but Jim Evaskevich, chief
executive officer of Yangarra Resources,
said his company is finding that as its results
improve the costs come down as the fracks
become larger and better.

Bitumen production up
Of Alberta’s major bitumen producing

regions, where the number of producing
wells increased to 11,500 in 2012 from
2,300 in 1992, Athabasca last year delivered
547,000 bpd, Cold Lake 394,000 bpd and
Peace River 127,000 bpd, with Athabasca
benefitting from the evolution of steam-
assisted gravity drainage, or SAGD, devel-
opment.

By 2022, the ERCB expects mined bitu-
men to reach 1.6 million bpd, decreasing
over the decade from 48 percent of total
bitumen output to 42 percent, while in-situ
bitumen volumes, based on projects that
have been approved, are forecast to grow to
2.2 million bpd. 

The report estimated that the supply cost
for a generic in-situ SAGD project, produc-

ing 30,000 bpd with a capital cost range of
C$750 million to C$1.5 billion, is equivalent
to $50-$80 West Texas Intermediate equiva-
lent per barrel.

For a generic standalone mine producing
100,000 bpd with a capital cost range of
C$5.5 billion to C$7.5 billion, supply cost
would be $70-$85 WTI per barrel.

The cost calculation changed significant-
ly from previous years, including an
increase in natural gas consumption for a
SAGD operation.

Upgrading in Alberta of bitumen produc-
tion edged up to 899,000 bpd from 862,000
bpd in 2011 and accounted for 7 percent of
in-situ production, with the ERCB targeting
9 percent in 2022.

Upgrading not keeping pace
Over the forecast period, and despite

pressure from several quarters to keep more
of the value-added end of bitumen produc-
tion in Alberta, the regulator expects the per-
centage of bitumen upgraded in the province
to decline to 38 percent from 52 percent, as
in-situ production growth outpaces the

increase in upgrading capacity.
In 2012, the five refineries in Alberta

with a combined processing capacity
469,000 bpd, used 292,000 bpd of upgraded
bitumen and 18,000 bpd of non-upgraded
bitumen.

The ERCB said that with resurgent light
oil supplies in Western Canada and the U.S.
Midwest and an oversupplied U.S. Midwest
market, discounting of upgraded bitumen
and Western Canadian light oil will likely
continue in the short term.

The largest export markets for Alberta
upgraded and non-upgraded bitumen have
traditionally been the U.S. Midwest, with a
refining capacity of 3.58 million bpd and the
U.S. Rocky Mountain region at 616,000
bpd.

But those markets are currently oversup-
plied because of the surge in light oil output
and limited pipeline capacity to other
markets, spurring efforts to reach markets
such as the U.S. Gulf Coast with refining
capacity of 8.8 million bpd. �
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The reserves estimates do not
include shale oil, shale gas and

shale gas liquids, which Crowfoot
said represent a “treasure trove of

resources” which would be
reflected if development started to

take place on a major scale.

www.petroleumnews.com
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By KRISTEN NELSON
Petroleum News

The U.S. Department of Energy’s
Energy Information Administration is

projecting the Brent crude oil spot price to
average $104 per barrel for the second half
of the year and $101 per barrel in 2014.
After increasing to $119 per barrel in early
February, the Brent crude oil spot price fell
to $97 per barrel in mid-April and then

recovered to $105 per barrel May 3, EIA
said in its May 2013 Short-Term Energy
Outlook, released May 7. 

The agency expects the Brent crude oil
spot price to average $104 per barrel in the
second half of the year and $101 per barrel
next year. 

EIA said the projected discount of West
Texas Intermediate crude oil to Brent,
which was more than $20 per barrel in
February and fell to less than $9 per barrel

in April, is expected to increase in the near
term and average $13 per barrel this year
and $9 per barrel in 2014. 

On the domestic production side, EIA
said it has revised its U.S. crude oil pro-
duction forecast upward from April by
120,000 barrels per day for 2013 and by
310,000 bpd for 2014, with production
now forecast to rise from an average of 7.1
million bpd in the first quarter of this year
to 8.5 million bpd in the fourth quarter of
2014. 

The Henry Hub natural gas spot price,
which averaged $2.75 per million British
thermal units last year, is expected to aver-
age $3.80 per million But this year and $4
per million Btu in 2014, up 27 cents and 40
cents, respectively, from EIA’s April fore-
cast. 

Global numbers
EIA said it estimates that global fuels

consumption outpaced production in the
first quarter of the year, but expects pro-
duction to exceed consumption in the sec-
ond quarter, “consistent with the recent
decline in crude oil prices.” 

Liquids fuel production from non-
OPEC countries is expected to increase by
1.1 million bpd this year and by 1.8 million
bpd in 2014, an upward revision of 0.2 mil-
lion bpd in the 2014 figure from the April
forecast, EIA said. 

“North America accounts for most of
the projected growth in non-OPEC supply
over the next two years because of contin-
ued production growth from U.S. tight oil
formations and Canadian oil sands,” the
agency said. 

Growth is also expected in Central and
South America by an average of 160,000
bpd, EIA said, “as Brazil and Colombia
bring new production on line.”

OPEC supply is projected to fall by 0.5
million bpd this year and then rise by 0.1
million bpd in 2014, with most of the 2013
decline from Saudi Arabia, where produc-
tion averaged 2.7 million bpd in the first
quarter of the year, higher than the 2.1 mil-
lion bpd average during the first quarter of
2012, but lower than the 3.8 million bpd
average from 2009 through 2011. 

EIA said it projects OPEC surplus
capacity to increase to an average of 4.6
million bpd in the fourth quarter next year. 

The Brent crude oil price is expected to
average $106 per barrel this year, down
from $112 in 2012, and to average $101
per barrel in 2014. 

US production forecast
EIA said the growing supply of domes-

tic light crude oil in the Midcontinent has
already prompted both midstream and
downstream changes. 

“Pipelines like Seaway that were once
used to carry imported oil up from Gulf
Coast ports to reach Midwest refiners have
been reversed and are moving inland crude
oil down to the Gulf, and their capacity is
being dramatically expanded,” the agency
said. 

There is also new pipeline infrastructure
under construction, including the southern
portion of Keystone XL, slated to be in
operation by year-end, with more pipeline
construction proposed, along with “major
developments in rail transport, where ship-
ments of crude increased dramatically in
2012 compared to 2011,” EIA said. 

The agency also said significant
changes in refining are expected over the
next few years to accommodate the grow-
ing supply of domestic light-sweet crude
oil. 

U.S. crude oil production is projected to
rise from an average of 6.5 million bpd last
year to 7.4 million bpd this year and 8.2
million bpd in 2014. 

“Drilling in tight oil plays in the
onshore Williston, Western Gulf and
Permian basins is expected to account for
the bulk of forecast production growth
over the next two years,” the agency said. 

Continued exploration success in the
major plays in the Permian Basin is behind
the EIA’s increase in its short-term fore-
cast. 

EIA said it “expects improvements in
drilling and completing horizontal wells
from multiwell drilling pads in the Permian
Basin, which give operators greater access
to large areas of resources in a number of
stacked plays from a single surface loca-
tion.” �
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Brent to average $104 in 2nd half
WTA discount to Brent crude oil below $9 in April, expected to average $13 in 2013, $9 in 2014; US crude oil forecast up from April

6 PETROLEUM NEWS • WEEK OF MAY 19, 2013

Measure and Compare
Centrilift delivers unmatched design, 
support and service to help operators 
meet production performance objectives

With the widest range of ESP technology and expertise, Centrilift

can tailor solutions to meet operator’s every financial and 

operational need. With Centrilift as your partner your are assured 

Fit for purpose ESP technology for the broadest range 

of applications

Engineering expertise to optimize production at the lowest 

possible lifting costss

Record breaking run times

Outstanding local service and support�

�

�

�

B e s t - i n - C l a s s

Centrilift Dictionary:

F
or

 m
or

e 
in

fo
rm

at
io

n 
vi

si
t 

ou
r 

w
eb

si
te

 w
w

w
.b

ak
er

hu
gh

es
.c

om
.

©
 2

00
8 

B
ak

er
 H

ug
he

s 
In

c.
 A

ll 
rig

ht
s 

re
se

rv
ed

. 
C

E
N

-0
8-

14
53

1.

The Henry Hub natural gas spot
price, which averaged $2.75 per
million British thermal units last
year, is expected to average $3.80
per million But this year and $4
per million Btu in 2014, up 27

cents and 40 cents, respectively,
from EIA’s April forecast. 

EXPLORATION & PRODUCTION
Lower Foothills closed to off-road travel

The Alaska Department of Natural Resources has closed the Lower Foothills
Opening Area on the North Slope to all off-road travel activities, effective May
13. A 72-hour window was provided for the completion of all off-road travel cur-
rently in progress in the area.

Other areas of the North Slope remain open to off-road travel, DNR’s Division
of Mining, Land & Water said, with snow depths well above opening standards in
all areas except the Lower Foothills. The division said snow structure was ade-
quate for off-road travel, but dark gravel spots in ice roads should be removed to
maintain ice road integrity. 

Temperatures in the Lower Foothills area “have been above freezing during the
day” with varying levels of snow deterioration observed. Snow may be adequate
for travel in some Lower Foothills areas, the division said, and travel extensions
may be granted on a case-by-case basis. 

Summer off-road tundra travel is scheduled to begin July 15 but “applies only
to those holders of valid permits who obtain specific project approval and is fur-
ther limited to those vehicles approved by the Division of Mining, Land and
Water for summer off-road travel,” the division said. 

—PETROLEUM NEWS
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By GARY PARK
For Petroleum News

Canada’s Natural Resources Minister
Joe Oliver, in waging an almost sin-

gle-handed crusade, threatened a trans-
Atlantic trade scrap over the oil sands
before partially backing down.

Taking a break from his seemingly
endless visits to the United States to
argue for Keystone XL, he tackled the
European Union’s planned fuel-quality
directive that singles out the oil sands as
environmentally dirty to the point of
ranking as the most harmful to the plan-
et’s climate.

Oliver said the
directive is “dis-
criminatory towards
Canadian oil and not
supported by scien-
tific facts” — a
claim that was
immediately chal-
lenged by 12 climate
scientists and energy
experts, who said
government policy was delaying transi-
tion to an economy that was less reliant
on carbon. 

“The responsibility for preventing
dangerous climate change rests with
today’s policymakers,” the academics
said in a letter to Oliver.

Investment shift proposed
The EU’s directive would shift invest-

ment towards lower-carbon oil sources
and could reduce carbon dioxide emis-
sions by an estimated 19 million metric
tons per year, or the equivalent of remov-
ing 7 million cars from European roads.

Oliver, on a trip across the Atlantic,
wasted no time wading into deeper
waters, declaring that the Canadian gov-
ernment would consider launching a
complaint with the World Trade
Organization, WTO, the global arbiter of
commercial disputes, if the EU proceeded
with its directive that would impose an
import tax on crude bitumen imports by
raising costs on refiners.

Although Canada has no current
exports of oil sands production to Europe,
its desperate push for new global markets
has brought the prospect closer, with
TransCanada and Enbridge both on the
verge of proposing pipelines to tanker
ports on the North American Atlantic
seaboard. 

In Brussels, Oliver told a news confer-
ence: “We are going to take whatever
action we need to and may well go the
WTO. We will defend our interests vigor-
ously.”

The WTO has the power to order the
EU to change its rules if they are found to
be unfair, but reaching that point would
take years.

EU defends proposal
Matthias Brinkmann, EU ambassador

to Canada, said he believes the WTO
would find no fault with the fuel-quality
directive, adding “We are confident our
measure will be non-discriminatory and
science-based and will stand the test in
the WTO.”

He also said Oliver was getting ahead
of himself, given that the directive is still
in draft form.

Brinkmann also rejected any notion
that a WTO appeal would undermine EU-

Canada free trade talks, which started in
2009 and are entering their final stages,
although a number of issues pose stum-
bling blocks. 

Having entered territory that would
normally come under International Trade
Minister Ed Fast, Oliver assured reporters
that he was “not threatening anything,”
conceding the oil sands dispute and trade
talks are separate matters.

“We have always kept and will contin-

ue to keep separate the issue of trade
negotiations and the fuel-quality direc-
tive. That’s something which the
Europeans also want to do. So there is no
issue,” he said.

Softening his line even more, Oliver
said Canada is “hoping for a positive
result” on the fuel directive, “so we’re not
anticipating having to go to any other
step.”

Oliver: world needs energy
After meetings in Brussels, Paris and

London, he said EU commissioners, gov-
ernment officials and industry leaders
showed a “growing recognition that the
(directive) needs amendment to achieve
its objectives (of a 6 percent reduction in
the carbon density of the EU’s transport
fuels by 2020) and I’m more encouraged
than I was a year ago.”

Oliver said the scientists were pursu-
ing an unrealistic goal amidst forecasts
that global energy demand will rise by 33
percent over the next 25 years.

“Even under the most optimistic sce-
narios for renewable, hydrocarbons, fos-
sil fuels, will represent at least 63 percent
of the source of energy by 2035. So we
have to be realistic. The world needs
energy,” he said.

Meanwhile, the government of Prime
Minister Stephen Harper has taken a leaf
out of Alberta’s strategy book by running
ads May 13 in publications targeted at
lobbyists and lawmakers in Washington,
D.C., touting Keystone XL as a big part
of the answer to U.S. energy needs and
launched a website containing the same
information. �
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Canada locks horns with Europe
Oliver issues threat of WTO challenge of EU fuel-quality directive, retreats from trade treat; labels scientists as ‘unrealistic’
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The EU’s directive would shift
investment towards lower-carbon

oil sources and could reduce
carbon dioxide emissions by an
estimated 19 million metric tons

per year, or the equivalent of
removing 7 million cars from

European roads.

JOE OLIVER
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By ALAN BAILEY
Petroleum News

A s part of a major program of 3-D
seismic surveying in Alaska’s Cook

Inlet basin, Apache Alaska plans to con-
duct an on-land survey in about 142,000
acres of the northern Kenai Peninsula,
where the company wants to seek explo-
ration drilling targets in subsurface land
owned by Cook Inlet Region Inc., the
Native regional corporation for
Southcentral Alaska. Apache is aggres-
sively searching for as-yet-undiscovered
oil and gas resources in the Cook Inlet
basin and has said that it views the acqui-
sition of modern, high-resolution 3-D
seismic data as an essential prerequisite to
exploration drilling in the basin’s chal-
lenging geology.

Special use permit
The Kenai Peninsula land lies within

the perimeter of the Kenai National
Wildlife Refuge, administered by the U.S.
Fish and Wildlife Service. Consequently,
Apache has had to apply for a special use
permit from Fish and Wildlife to enable
the company to conduct the surface oper-
ations required for the survey. Under the
terms of the U.S. National Environmental
Policy Act Apache’s permit application
triggered an environmental assessment
that will lead to a decision by Fish and
Wildlife as to whether the proposed sur-
vey would have a significant environ-
mental impact. And that decision will in
turn determine whether the agency can

immediately issue a permit, or whether
further environmental review is neces-
sary.

In April Fish and Wildlife issued a
draft environmental assessment for the
planned survey, with public comments on
the draft document required by May 31. 

Two phases
According to the environmental

assessment Apache anticipates conduct-
ing the survey operations in two phases:
one in the winter of 2013-14 and the other
in the winter of 2014-15. The company
plans to use a survey technique in which
each seismic recorder works within its
own sealed node, each node independent-
ly recording the sound signals from the
seismic sound source while using global
positioning system technology and satel-
lite-based timing to accurately position
and time the recording. This technique,
which Apache has successfully used in a
survey on the west side of Cook Inlet,
minimizes environmental disturbance by
eliminating the need to cut seismic lines
through surface vegetation for the laying
of cable. A seismic crew carries the seis-
mic nodes, each about the size of a large
food can, into position by backpack.

Only approved snow machines will be
allowed for off-road surface transporta-
tion within the refuge, the environmental
assessment says.

The source of the seismic sound sig-
nals will be explosive charges, set at
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Alaska needs to produce more oil. Thankfully, the Alaska 

Legislature, working with Governor Sean Parnell, has passed oil 

tax reforms to promote the new production we need. All of 

Alaska, including North Slope communities, will benefit when 

Alaska’s oil industry gets back on track.

Thank you to the following the lawmakers 
for supporting economic reform. 

� E X P L O R A T I O N  &  P R O D U C T I O N

F&W assesses Apache seismic survey plan
Agency has published draft environmental assessment for proposal to conduct a 3-D seismic program in the northern Kenai Peninsula

Apache Alaska plans to conduct a 3-D seismic survey project in the western part of the Kenai
National Wildlife Refuge (KNWR).
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Coast Guard preparing
for Arctic summer
Plans a comprehensive range of operations for open water season
as Arctic traffic increases; budget cuts will impact operating hours

By ALAN BAILEY
Petroleum News

A lthough federal budget cuts, known
as sequestration, are impacting U.S.

Coast Guard operations, the Coast Guard
will continue its program of Arctic activi-
ties during this year’s open water season,
Lt. Veronica Colbath, Coast Guard external
affairs officer, told Petroleum News May 9. 

The Coast Guard is still formulating its
detailed plans but will deploy cutters, air-
craft and personnel to the region, Colbath
said.

“They will maintain a presence in the
Arctic region and engage in operations that
encompass a variety of Coast Guard mis-
sions,” she said.

Traffic growth
Although Shell will not be mounting an

Arctic offshore drilling campaign this year,
an operation that triggered some significant
Coast Guard activity last year, the continu-
ing growth in Arctic vessel traffic and traf-
fic through the Bering Strait is causing the
Coast Guard to maintain a significant sum-
mer presence in northern waters. Shipping
traffic has doubled in the past two years,
Colbath said.

However, it is likely that sequestration
will impact the operational hours of the
agency’s cutters and aircraft, she said.

The Coast Guard will conduct outreach
with Arctic communities and will leverage
partnerships with federal, state, local and
tribal partners to ensure maritime safety,
Colbath said. In addition, the Coast Guard
will conduct a major oil spill seminar with
those partners, and with industry represen-
tatives. And the Coast Guard will bring one
of its buoy tenders to the Arctic to conduct

a towing exercise with the Canadian Coast
Guard. 

The icebreaker Healy will conduct some
science missions, while the Polar Star, the
Coast Guard’s heavy icebreaker that has
just returned to duty after a major refit, will
travel to the Arctic to conduct ice trials. The
Polar Star’s crew will test the vessel’s ice
breaking capabilities, while the crew will
also undergo training to ensure operational
readiness, Colbath said. The Coast Guard
also plans to conduct other marine surface
patrols, she said.

One issue yet to be resolved is the ques-
tion of where to locate the Coast Guard’s
Arctic forward operating base for search
and rescue — last year the agency operated
for four months out of Barrow, at the north-
western end of the North Slope. This year
the agency is considering the Chukchi Sea
coastal village of Kotzebue as a base loca-
tion, perhaps making use of the Alaska
National Guard facility that is located
there. Kotzebue would be conveniently
positioned for dealing with vessel traffic
plying the Bering Strait. With the strait
being very narrow and not having a traffic
scheme, the Coast Guard is concerned
about the possibility of a vessel collision
or grounding, Colbath said. �

Steadily increasing vessel traffic in recent years as Arctic sea ice cover shrinks is driving a
heightened U.S. Coast Guard presence in the Arctic region.
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The icebreaker Healy will conduct
some science missions, while the

Polar Star, the Coast Guard’s heavy
icebreaker that has just returned to
duty after a major refit, will travel
to the Arctic to conduct ice trials.

NATURAL GAS
USGS obtains Gulf gas hydrate data

As part of a multiyear program of gas hydrate research in the Gulf of Mexico
being conducted by the U.S. Geological Survey, the Bureau of Ocean Energy
Management and the U.S. Department of Energy, USGS researchers have
obtained high-resolution seismic data and images of some known gas hydrate
deposits. 

Gas hydrates are ice-like substances, formed under certain temperature and
pressure conditions, in which gas becomes trapped in a lattice of water molecules.
The gas in the hydrates generally consists of methane, the primary component of
natural gas. And, with the hydrates able to concentrate large volumes of gas into
relatively small volumes of hydrate, people view the hydrates as a potential pro-
lific source of natural gas for use as a fuel.

The recent seismic data acquisition built on some previous research involving
an expedition in 2009 that drilled into gas hydrate deposits in reservoir-quality
sands. The seismic data now allows the researchers to more fully place these
deposits into their geologic context.

“This expedition represents a significant milestone,” said USGS Energy
Resources Program Coordinator Brenda Pierce. “The data and imagery provide
insight into the entire petroleum system at each location, including the source of
gas, the migration pathways for the gas, the distribution of hydrate-bearing sedi-
ments, and the traps that hold the hydrate and free gas in place. The USGS has a
globally recognized research effort studying gas hydrates in settings around the
world, and this project combines our unique expertise with that of other agencies
to advance research on this potential future energy resource.”

Gas hydrate research in northern Canada, on Alaska’s North Slope and off-
shore Japan has demonstrated the technical feasibility of producing natural gas
from hydrates. But no one has yet shown that the hydrates can be viably produced
on a commercial scale over extended time periods.

—ALAN BAILEY
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By GARY PARK
For Petroleum News

Over the past five years China’s
national oil companies have invested

C$33.3 billion in Canada’s oil and gas sec-
tor, about 43 percent of the C$77 billion in
deals initiated by foreign buyers.

But of the 15 countries involved in
M&A transactions there has been one
notable absentee — India. 

The subcontinent has talked for years
about its desire to round up assets, or even
entire companies, as it has looked outside
its borders for oil and gas resources to off-
set declining production and reserves amid
rising demand at home.

And there have been unconfirmed
reports that Oil India Ltd. made a non-
binding bid that is still being pursued of
C$5 billion last year for ConocoPhillips’ 50
percent stake in six oil sands assets that
hold about 15 billion barrels of bitumen
resources.

However, India’s strategies have varied

from those of its emerging Asian economic
rivals for reasons that range from its finan-
cial resources, appetite for risk and both
corporate and political aims.

Changes in rules
Now it finds that changes to foreign

investment rules since last year’s takeover
of Nexen by China National Offshore Oil
Corp. have limited the ability of its state-
owned companies to gain controlling
stakes in oil sands producers.

From India’s standpoint, its reluctance
to take the plunge in Canada has been com-
pounded by what the head of a delegation
from several companies said earlier in May
is the lack of infrastructure needed to get
Canadian production to overseas markets. 

A.M.K. Sinha, director of India Oil
Corp’s planning and business develop-
ment, told reporters that until the barriers
are removed India will be hesitant about
signing term contracts to lift crude.

In addition, he said, the Indian govern-
ment requires its state-owned companies to
deal only with other national oil compa-
nies, or NOCs, of which there are none in
Canada and the current administration of
Prime Minister Stephen Harper is never
likely to turn the clock back to the days of
Petro-Canada. 

Sinha said India is eager to diversify its
sources of oil as it faces a projected
increase in demand to 7.5 million barrels
per day by 2035 from the current 3.5 mil-
lion bpd.

He said India is importing 44 percent of
its crude and 79 percent of its natural gas
requirements from the Middle East, but is
always seeking new options.

Sinha said India’s preference is to rely
on energy imports rather than equity
investments, making LNG the preferred

way to gain a foothold in Canada. 

Option with Nova Scotia
Coincidentally, H-Energy, a subsidiary

of one of India’s largest privately held
property developers, made a move in that
direction by signing an option agreement
with the Nova Scotia government to build
a gas liquefaction facility and export termi-
nal in the Atlantic Canada province. 

That affirmed Sinha’s observation that
Canada’s east coast offers quicker access to
India’s west coast refining hub for crude
oil, giving a boost to TransCanada’s tenta-
tive plans to move Western Canadian crude
to Quebec and possibly the Atlantic coast. 

Deepak Obhrai, parliamentary secretary
to Canada’s Foreign Affairs Minister John
Baird, said exports of 10 million metric
tons a year from the Goldboro LNG project
are proposed for Nova Scotia.

He said a second project could involve
reversing the Canaport import LNG facili-
ty in New Brunswick.

Indian state-run utility GAIL is also
exploring new LNG offtake deals with pro-
ducers in North America, said Gajendra
Singh, executive director for exploration
and production.

He said GAIL wants up to 12 metric
tons a year of LNG in additional long-term
deals over the next four years to meet a
sharp expected increase in India’s regasifi-
cation capacity, which is forecast to climb
to 48.5 million metric tons a year by 2017
from today’s 14.8 million metric tons.

Singh said two deals, with Cheniere
Energy and Dominion Cove, have been
signed in the United States and GAIL has
opened an office in Houston to follow up
on new opportunities. �
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India wants Canadian barriers lowered
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depths of up to 35 feet in shallow drill
holes that are back filled to minimize any
ground disturbance. Apache will use a
small drilling unit, slung under a helicop-
ter for carriage to drill sites, to drill the
shot holes, the assessment says.

20,000-foot depth
With a target depth of about 20,000

feet for the base of its required 3-D seis-
mic images, Apache plans an approxi-
mately 40,000-foot square grid of
receivers for each seismic shot. Recorders
will be placed at 165-foot intervals along
parallel lines one-quarter mile apart, with
a total of 4,368 recording nodes required
for each shot, the assessment says.

Starting near the coast, on the west
side of the survey area, the seismic crew
will progressively move east, transferring
the receivers on the westerly trailing edge
of the survey grid to the eastern leading
edge after each shot, the environmental
assessment says.

The Alaska National Interest Lands
Conservation Act, the 1980 federal statute
that established the Kenai National
Wildlife Refuge, includes provisions that
allow access to privately owned land
within the refuge for economic or other
purposes, provided that this access does
not violate regulations designed to protect
specified refuge values, the assessment
says. �

continued from page 8

APACHE SEISMIC

Sinha said India’s preference is to
rely on energy imports rather than
equity investments, making LNG

the preferred way to gain a
foothold in Canada. 
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By ALAN BAILEY
Petroleum News

T he Northstar oil field, operating from
an artificial island in Alaska’s

Beaufort Sea, produced a total of 3 million
barrels of oil in 2012, with an average daily
oil production rate of 8,300 barrels, accord-
ing to the Northstar unit 10th plan of devel-
opment, submitted by field operator BP to
the Alaska Department of Natural
Resources, or DNR, at the end of March.
According to data published by the Alaska
Oil and Gas Conservation Commission, by
the end of March the field had achieved an
accumulated production of 157 million bar-
rels of oil since startup in 2001.

Production from Northstar peaked at an
average of 68,700 barrels in 2004 and has
steadily declined since then.

The field is owned 98.6 percent by BP
Exploration (Alaska) Inc. and 1.4 percent
by Murphy Exploration (Alaska) Inc.

Field reservoirs
Northstar’s main oil reservoir lies in the

Ivishak formation, in rocks equivalent to
the main reservoir of the giant Prudhoe Bay
field on the mainland to the south. Some oil
also comes from an adjacent part of the
Shublik formation, a rock unit that forms a
major oil source for many North Slope oil
fields.

The rate of production decline at
Northstar in recent years has been alleviat-
ed somewhat by oil production from two
reservoirs outside the original, main oil
reservoir. One of these reservoirs, referred
to as “Fido,” consists of a separate and dis-
tinct geologic structure in the northeast sec-

tor of the Northstar unit, in rocks equivalent
to the main Northstar reservoir. The other
reservoir, directly above the main produc-
ing reservoir, consists of a sand unit in the
Kuparuk formation, equivalent to part of
the assemblage of reservoir sands in the
Kuparuk River field to the southwest.

Following a 2011 DNR directive to con-
tract the Northstar unit to match the field’s
“participating area,” the area containing the
field’s producing reservoir, DNR gave BP
the opportunity to define a separate Fido
participating area, to ensure that the Fido oil
accumulation would remain within the unit.
The agency also told BP to define a partic-
ipating area for the Kuparuk reservoir.

Federal land
The Northstar unit straddles both state

and federal land on the Beaufort Sea conti-
nental shelf, with the Fido structure being
located entirely in federal land. And accord-
ing to BP’s plan of development, in January
2012 the company applied to the federal
Bureau of Safety and Environmental

Enforcement, or BSEE, and to DNR to
form a Fido participating area, with BSEE
subsequently approving the participating
area in June 2012.

According to the participating area
application, Fido consists of a “four-way
faulted trap,” penetrated by a single pro-
duction well and completely isolated from
the main Northstar reservoir. Relatively
uniform rocks with few barriers to oil flow
in the reservoir enable excellent oil recov-
ery, while subsurface water drives produc-
tion without the need for water to be inject-
ed from the surface, the application says.

According to the participating area
application, the Fido accumulation went
into production in May 2008 with an initial
flow rate of 8,000 barrels per day, with that
rate declining to about 600 barrels per day
by January 2012. By October 2011 the
accumulation had produced 2.2 million bar-
rels of oil, with an estimated ultimate
recovery of 2.9 to 3.4 million barrels.

Hooligan
The Northstar plan of development says

that in June 2012 BP applied to the state and
federal agencies for another participating
area, called Hooligan, to encompass the
Kuparuk reservoir. The agencies have yet to
issue a decision on this application.

The Hooligan application says that pro-
duction from the Kuparuk reservoir started
in November 2010, when BP placed a plug
above the level of the Ivishak in one of the
Northstar production wells, while also
opening a sliding sleeve in the well in the

Kuparuk sand. And with several Northstar
wells penetrating the Kuparuk en route to
the deeper Ivishak, BP has been able to use
well data in combination with seismic data
to map out the structure of the “Hooligan
field,” while inferring the locations of vari-
ous fluid contacts within the structure.

Production has continued using that sin-
gle modified well. By April 2012 the
Kuparuk reservoir had produced about 13
billion feet of natural gas and about
620,000 barrels of condensate, with the gas
being injected into the Northstar Ivishak
reservoir for pressure maintenance, the
Hooligan participating area application
says. Production rates in June 2012 were 26
million cubic feet per day of gas and 970
barrels per day of condensate, the applica-
tion says.

Currently the Kuparuk production
comes only from a single sand unit, referred
to as the Kuparuk C sand. But there is a
possible future opportunity for production
from another sand, the Kuparuk A, the
application says.

And recent upgrade work on the
Northstar production island would appear
to express confidence in the continuing
value of the Northstar field as a whole —
BP has now completed the relocation and
replacement of base camp facilities on the
Northstar island, the plan of development
says. �
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Northstar: 3 million barrels in 2012
Report says Beaufort Sea field averaged 8,300 barrels per day; has some production from two new oil pools as well as main reservoir

And recent upgrade work on the
Northstar production island would

appear to express confidence in
the continuing value of the

Northstar field as a whole — BP
has now completed the relocation

and replacement of base camp
facilities on the Northstar island,

the plan of development says.
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By ALAN BAILEY
Petroleum News

In what appears to be a signal of
increased national awareness of the

United States’ role as an Arctic nation,
President Obama has issued a “National
Strategy for the Arctic Region,” a docu-
ment that sets out high-level priorities for
federal government actions relating to the
Arctic.

“The Arctic is one of our planet’s last
great frontiers,” Obama said in a statement
accompanying the new strategy document.
“Our pioneering spirit is naturally drawn
to this region, for the
economic opportuni-
ties it presents and in
recognition of the
need to protect and
conserve this unique,
valuable and chang-
ing environment.”

According to a
White House state-
ment high-level offi-
cials from the Obama administration will
meet in June with the state administration,
Alaska Natives and others to discuss how
best to move forward with strategy imple-
mentation. The National Security Staff
who prepared the strategy document says
that during the coming summer it will
develop an implementation plan for the
strategy — that plan will include imple-
mentation roles and responsibilities.

Three priorities
The strategy sets out three “lines of

effort” for the federal government in the
Arctic:

1. To advance U.S. security interests by
ensuring that vessels and aircraft can oper-
ate in the Arctic; by establishing an appro-
priate Arctic infrastructure; and by pro-
moting responsible energy development in
the region.

2. To pursue responsible stewardship of
the Arctic through environmental protec-
tion; the establishment of an integrated
Arctic management framework; the chart-
ing of the Arctic region; and the improved

understanding of the Arctic through scien-
tific research and the use of traditional
knowledge.

3. To strengthen international coopera-
tion in the Arctic through bodies such as
the Arctic Council and through accession
to the United Nations Convention on the
Law of the Sea.

And the strategy sets out some princi-
ples to guide government actions. One
principle is to ensure the maintenance of
the Arctic as an area free of conflict, by
supporting international legal principles of
freedom of navigation and by promoting
the peaceful resolution of disputes
between nations. Another principle is to
use the best and most current scientific and
traditional knowledge to inform decision
making. Also, the federal government will
foster partnerships with the State of
Alaska, Arctic states, other international
partners and the private sector for the effi-
cient advancement of U.S. strategic Arctic
priorities “in this austere fiscal environ-
ment,” the strategy document says. And
the government will consult with Alaska
Natives, recognizing tribal governments’
unique legal relationship with the U.S.
government, the document says.

Oil and gas
The document says that oil and gas

development in the U.S. Arctic comes
within the U.S. administration’s “all of the
above” approach to meeting U.S. energy
needs, an approach that includes the
expansion of oil and gas production as
well as the use of new renewable energy
resources.

“Within the context of this broader
energy security strategy … we are com-
mitted to working with stakeholders,

industry and other Arctic states to explore
the energy resource base, develop and
implement best practices, and share expe-
riences to enable the environmentally
responsible production of oil and natural
gas as well as renewable energy,” the doc-
ument says.

The document also says that economic
development must be balanced against the
need to protect both the environment and
the region’s cultural values. 

“Responsible stewardship requires
active conservation of resources, balanced
management and the application of scien-
tific and traditional knowledge of physical
and living environments,” the document
says.

Collaboration
And the strategy recognizes collabora-

tion and cooperation with other Arctic
nations as a means of achieving Arctic
prosperity within the context of environ-
mentally sustainable activities.

“Arctic nations have varied commer-
cial, cultural, environmental, safety and
security concerns in the Arctic region,” the
strategy document says. “Nevertheless,
our common interests make these nations
ideal partners in the region.”

The United States also needs to work
with non-Arctic states that are interested in
the Arctic region, to advance common
objectives such as the promotion of safe
Arctic shipping, the document says.

In summary, the document says that the
administration seeks “a collaborative and
innovative approach to manage a rapidly
changing region.” The melting of Arctic
sea ice can transform global climates and
ecosystems, as well as transforming glob-
al shipping, energy markets and other
commercial interests, the document says.

“The unique Arctic environment will
require a commitment by the United States
to make judicious, coordinated infrastruc-
ture development decisions, informed by
science,” the documents says. “To meet his
challenge we will need bold, innovative
thinking that embraces and generates new
and creative public-private and multina-
tional cooperative models.”

Delegation support
The Alaska congressional delegation

expressed its support for the strategy.
“I welcome the release of the adminis-

tration’s National Strategy for the Arctic
Region, identifying strategic priorities for
the United States in the Arctic region for
the next 10 years — and their top line
acknowledgement that America is an
Arctic nation,” said Sen. Lisa Murkowski.
“As the strategy notes, issues such as cir-
cumpolar maritime transit, greater access
to resources and the needs of the indige-
nous people of the Arctic are coming to the
forefront and the Arctic’s importance to
the United States as a nation demands
greater attention.”

“I’m pleased this administration
responded to our request to recognize the
enormous opportunities and challenges in
a changing Arctic,” said Sen. Mark
Begich. “Until now, the U.S. was the only
Arctic nation lacking a formal strategy and
effort to coordinate federal agencies in
their approach to the Arctic. Now the chal-
lenge will be committing to the icebreak-
ers, Arctic ports and dedication to science
which is vital to sustainable management
of the Arctic.”

“Finally! It’s about time that the
Administration acknowledged the impor-
tance of a strong presence in the Arctic,”
said Rep. Don Young. “From ... shipping
to tourism, power projection to resource
development, I am glad that the adminis-
tration has at least released something that
reflects our need to be a leader in the
Arctic. I was also pleased to see the White
House pay special attention to building
and maintaining a strong relationship with
Alaska Natives on Arctic issues.” 

“While there are no concrete commit-
ments in the strategy released today, we
welcome the White House’s acknowledge-
ment that the Arctic will play a significant
role in our nation’s future,” said Alaska
Gov. Sean Parnell. “Alaska is America’s
Arctic, and we look forward to having a
prominent role working with the federal
government on these issues that will
improve the lives of Alaskans and move
the United States back into a leadership
role among Arctic nations.” 

Environmentalist response
However, some environmental organi-

zations have questioned the inclusion of
oil and gas development in the strategy.

“President Obama’s ‘all of the above’
strategy for the Arctic region is not the
right path forward — he can’t drill in the
Arctic to burn more oil while hoping to
solidify his climate legacy,” said Cindy
Shogan, executive director of the Alaska
Wilderness League. “President Obama
should address climate change by stopping
future drilling in the Arctic. The only real
solution to domestic security and climate
change is to curb our fossil fuel addiction,
resulting in lowered carbon emissions and
dependence on foreign oil.”

“That it advocates for oil and gas
drilling in the region under the guise of
energy security makes a mockery of the
rest of the document,” Greenpeace Deputy
Campaigns Director Dan Howells said of
the strategy. “It makes it apparent that
President Obama is prepared to under-
mine his recent commitments to tackling
climate change.” �

� G O V E R N M E N T

President issues U.S. Arctic strategy
Sets out three-pronged approach to advancing U.S. interests while protecting environment, cooperating with other Arctic nations
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“While there are no concrete
commitments in the strategy

released today, we welcome the
White House’s acknowledgement

that the Arctic will play a
significant role in our nation’s
future.” —Alaska Gov. Sean Parnell

BARACK OBAMA
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By ERIC LIDJI
For Petroleum News

T he battle over bringing liquefied nat-
ural gas to the Interior is getting

testy.
In an increasingly complicated tangle

arising from longstanding disputes, three
entities competing to market North Slope
natural gas supplies are accusing one
another of being unfit to serve a less-
densely populated section of the Fairbanks
North Star Borough.

The Regulatory Commission of Alaska
is considering cases from two competing
entities interested in providing natural gas
distribution to North Pole, Eielson Air
Force Base and areas in between:
Fairbanks Natural Gas LLC and Interior
Alaska Natural Gas Utility.

In one case, the for-profit Fairbanks
Natural Gas wants to expand its existing
service area in Fairbanks and believes reg-
ulators should reject the Interior Alaska
Natural Gas Utility application because it
lacks concrete sources for supplies and
financing. In the other case, the Interior
Alaska Natural Gas Utility wants a certifi-
cate to serve a similar section of Fairbanks
North Star Borough and believes regula-
tors should reject the Fairbanks Natural
Gas application because the company has
not met its targets for expansion in the past.

And from the sidelines, the for-profit
Spectrum Alaska LLC is asking to join the
proceedings, saying the outcome will
impact its plans for a North Slope LNG
facility.

In Alaska, regulated utilities have
exclusive rights within a service area.

Eight years without expansion
The IANGU believes Fairbanks Natural

Gas is trying to lock up the local market.
The RCA certificated Fairbanks Natural

Gas in 1997 and has expanded its service
area twice — in 1999 and 2005. The serv-
ice area now covers an area bounded by the
Fairbanks International Airport, the
University of Alaska Fairbanks and Fort
Wainwright.

The various growth projections
Fairbanks Natural Gas has made publicly
since becoming certificated never came to
pass. For instance, Fairbanks Natural Gas
said in 1997 that it expected to have more
than 4,000 customers by 2002, but today

the company serves only around 1,100
customers. Although regulated utilities are
generally required to provide service to all
eligible and interested customers with their
service areas, Fairbanks Natural Gas
serves the same customer base it served in
2005, at the time of its most recent expan-
sion, the IANGU noted in comments to the
Regulatory Commission of Alaska.

This lag suggests Fairbanks Natural
Gas is not “fit, willing and able,” the three-
fold test regulators use to determine if a
utility can provide service, according to the
IANGU.

“Thousands of residents within its
existing service area have been waiting for
FNG to provide gas service for over a
decade and a half. FNG should fulfill its
existing commitments to serve before it is
permitted to expand those commitments to
a new service area which IGU is proposing
to serve,” IANGU attorney Robin Brena
wrote. 

While Fairbanks Natural Gas expects to
serve some 1,926 residential and 53 com-
mercial customers within the proposed
expansion area, IANGU believes it can
serve some 12,839 residential and 527
commercial customers within the same
area. And while Fairbanks Natural Gas
proposes to spend $47.2 million building
out storage and distribution into the expan-
sion area, the IANGU is proposing to
spend nearly $500 million. “At best,
FNG’s proposal lacks the necessary vision
to adequately provide gas service to the
potential customers either within its exist-
ing service area or the new service area,”
Brena wrote.

What about supplies?
Fairbanks Natural Gas called the com-

ments “erroneous.”
Criticizing Fairbanks Natural Gas for

failing to meet its growth projections is
“unwarranted,” according to the utility,
because constrained supplies out of Cook
Inlet over the past decade prevented the
utility from adding customers. After
Fairbanks Natural Gas lost a supply con-
tract with Aurora Gas in 2006 because of
those constraints, the Regulatory
Commission of Alaska cautioned the util-
ity against further expansion.

The commission ultimately required
Fairbanks Natural gas to file bi-monthly
updates about its supply situation, a
requirement the utility continues to
uphold today.

In 2008, Fairbanks Natural Gas
secured a long-term gas supply from the
North Slope, but it has been unable to uti-
lize the contract so far because of the lack
of infrastructure.

The utility says it has worked hard
since then to improve the economic cli-
mate for natural gas in the Interior,
including lobbying for tax changes and
working to create a recent public-private
partnership with the Alaska Industrial
Development and Export Authority to
finance a liquefied natural gas facility on
the North Slope to serve a trucking oper-
ation.

“The North Slope LNG plant will be
the result of the hard work that FNG has
been doing for the last 10 years,” the
company wrote in comments on May 13.
“FNG and its related companies cannot
develop the LNG plant by themselves.
They need support from the State. But the
State would not be supporting an LNG
plant if not for the efforts of FNG.”

As far as the discrepancies between

the competitors, Fairbanks Natural Gas
claims IANGU is making a bad compari-
son. The 12,839 residential customers
IANGU expects to serve is a projection to
2021 while the 1,926 residential cus-
tomers Fairbanks Natural Gas expects to
serve is a projection to 2015, according to
Fairbanks Natural Gas. By 2021,
Fairbanks Natural gas said it expects to
serve some 8,549 residential customers. 

But Fairbanks Natural Gas called the
difference “meaningless.” Both entities
“propose to serve all the customers in the
new area who can be served economical-
ly and who will actually want gas service.
FNG estimates that there are 8,549 such
customers. IGU projects that there are
12,839. Whichever projection is correct
will apply to both applicants,” Fairbanks
Natural Gas wrote. “If there are 8,549
potential customers in the new service
area, IGU will be limited to serving that
many customers. In the unlikely event
that there are 12,839 potential customers,
FNG will be happy to serve them all.”

Supplies and financing
Then Fairbanks Natural Gas shifted

from defense to offense.
The utility said regulators should

reject the IANGU application as incom-
plete because the municipal utility does
not yet have financing in place or a gas
supply contract.

In its application, the IANGU said it
would borrow nearly $500 million at low
interest to fund an infrastructure build
out, but the utility has “no documentary
support from a lender willing to extend
credit on these extraordinarily generous
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State approves lease deals in April
By ERIC LIDJI

For Petroleum News

T he Alaska Department of Natural Resources
approved a number of lease deals in April.

On the North Slope, Repsol E&P USA Inc. trans-
ferred a 7.5 percent working interest and 6.25 percent
royalty interest in 31 North Slope leases to partner GMT
Exploration Co. 

William D. Armstrong requested transferred royalty
interests — between 0.03119 percent and 0.0625 per-
cent — in more than 100 North Slope and Beaufort Sea
leases to Edward Y. Teng. 

Richard Donnelly transferred a 0.378659 working
interest and 0.33132505 royalty interest in ADL 47560
in the Point Thomson unit to the David P. Donnelly
Trust and an identical working and royalty interest in
the lease to the David P. Donnelly Jr. Trust.

Daniel K. Donkel and Samuel H. Cade transferred
three leases to Polar Petroleum Alaska Corp. Polar
Petroleum aims to explore and develop two Donkel and
Cade prospects.

Nordaq Energy Inc. has transferred 1 percent royalty
interests in 11 Beaufort Sea leases to four small
investors for a total of 44 transfers. The offshore leases
— ADL 392182 through ADL 392192 — are in Smith
Bay, and FEX previously leased the acreage. The four
investors are Tramlaw LKC, Tekram LLC, Hugh North
and Robert Warthen.

In the Interior, Cedar Creek Oil & Gas Co. has trans-
ferred a small interest in four leases to various partners
in an ongoing natural gas exploration campaign in the
Nenana Basin. 

The small independent transferred a 5 percent work-
ing interest and 4.35 percent royalty interest in ADL
392383, ADL 392384, ADL 392385 and ADL 392386 to

Doyon Ltd. Cedar Creek retained a 0.25 percent over-
riding royalty interest in all four leases.

Also, Windmill Canton LLC transferred a 10 percent
working interest and 8.75 percent royalty interest in the
four leases to Doyon Ltd. Additionally, Cedar Creek
requested to transfer a 0.25 percent royalty interest in all
four leases to Windmill Canyon.

In Cook Inlet, William A. Hutto has asked to transfer
small royalty interests in six leases to Kita D. Wilcher.
The leases are ADL 391210, ADL 391211, ADL 2095
and ADL 733 at the North Fork unit and ADL 388209
and ADL 390514 at the Nikolaevsk unit. �

—A copyrighted oil and gas lease map from
Mapmakers Alaska was a research tool used in prepar-
ing this story.
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Interior plays spar on service areas
Fairbanks Natural Gas, Interior Alaska Natural Gas Utility each tell the Regulatory Commission of Alaska to be wary of the other
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Bombay Deluxe
The Spice of Life...

Serving the finest Indian Cuisine in Alaska
Traditional chicken, lamb, seafood dishes 

& Indian naan bread cooked in our 

Tandoor (clay oven).

Vegetarian Specialties

Delicious Appetizers — Samosas, Pakoras

Lunch Buffet

Monday — Friday, 11:00 am — 2:00 pm

Dinner

Monday — Friday, 4:30 pm — 9:00 pm

Saturday & Sunday, 12:30 pm — 9:00 pm

Ph: 907-277-1200

Conveniently located in Midtown

(Valhalla Center)

555 W. Northern Lights

Anchorage, Alaska

www.BombayDeluxe.com

Order on-line for pick-up or delivery at www.FoodOnTheWay.com

GOVERNMENT
USCG holding hearing on Kulluk grounding

As part of its investigation into the grounding of the Kulluk, Shell’s Arctic floating
drilling platform, the U.S. Coast Guard is holding a hearing in Anchorage to gather
testimony on the circumstances surrounding the incident. The Kulluk ran aground in
the northern Gulf of Alaska during a severe storm on Dec. 31 while under tow from
Dutch Harbor to the U.S. West Coast. The vessel was subsequently refloated and has
since been transported to a Singapore shipyard for repair.

In early January Rear Adm. Thomas Ostebo, commander of the U.S. Coast Guard
17th District, ordered a formal marine casualty investigation of the Kulluk grounding.
The Anchorage hearing, which starts at noon on May 20 and may continue through
the end of the month, will call witnesses from the Coast Guard, Shell, Noble Corp.
and other organizations, the Coast Guard said. Noble Corp. was operating the Kulluk
for Shell.  At his point it is not certain how long the entire investigation will take to
complete, but a major investigation of this type typical extends over several months,
Coast Guard spokesman Petty Officer 1st Class David Mosley told Petroleum News.
The result of the investigation will be a report with findings on the incident and with
recommendations for potential future actions for improved marine safety, the Coast
Guard said. The Coast Guard has previously said that the investigation results will be
made public.

—ALAN BAILEY

GOVERNMENT
Coast Guard, BSEE sign offshore agreement

The U.S. Coast Guard and the Bureau of Safety and Environmental
Enforcement, or BSEE, have signed an agreement to better coordinate their
efforts in the oversight of safety and environmental protection on the U.S. outer
continental shelf. The two agencies have overlapping responsibilities in that the
Coast Guard has an oversight and enforcement role in the maintenance of marine
safety while BSEE, an agency within the Department of the Interior, enforces
safety and environmental protection requirements for the offshore oil and gas
industry.

“Both BSEE and the Coast Guard have specialized expertise in the manage-
ment of safety and environmental protection programs offshore,” said BSEE
Director James Watson in announcing the new agreement. “This agreement with
the Coast Guard will bring together resources and expertise from both agencies as
we work to ensure both orderly resource development and protection of the
human, marine and coastal environments.”

“The Coast Guard and BSEE share the goal of keeping our oceans clean and
offshore workers safe,” said U.S. Coast Guard Rear Adm. Joseph Servidio. “This
agreement solidifies the commitment of each regulatory agency to work across
agency boundaries in order to develop a coordinated regulatory approach that pro-
motes safety through the use of safety management systems.”

The agreement involves each agency appointing an interagency coordinator,
with these coordinators meeting regularly to address issues such as any need for
joint policies or guidance, and the need for coordination of the Coast Guard and
BSEE requirements for company safety and environmental management systems.
At a minimum frequency of once per year the coordinators will also facilitate a
joint Coast Guard and BSEE inspection and evaluation of offshore facilities. And,
under the terms of the new agreement, the two agencies will review and discuss
all regulatory projects relating to safety management on the outer continental
shelf. 

—ALAN BAILEY

BSEE issues safety culture policy statement
The Bureau of Safety and Environmental Enforcement, or BSEE, has issued a

final version of its safety culture policy statement for offshore oil and gas opera-
tions. Rather than being a prescriptive set of mandatory requirements for busi-
nesses working in the offshore, the policy presents guidance in the form of some
critical values and behaviors that BSEE expects companies to encourage and
exhibit. BSEE published the policy statement in draft form in December and has
taken into account comments received on that draft. 

“The human factor is the critical element in offshore safety,” said BSEE
Director James Watson when announcing publication of the policy statement.
“Prescriptive regulations can reduce risks to worker safety and the environment,
but they alone are not enough. Everyone working in the offshore industry must
adhere to a set of core values that places safety above all else.” 

The statement encompasses nine characteristics that BSEE sees as essential to
an organization’s safety culture: leadership commitment to safety values and
actions; procedures for the prompt identification and evaluation of hazards, and
for the effective management of risks associated with these hazards; personal
accountability for safety and environmental stewardship by all individuals; a
focus on safety and environmental stewardship during the planning and control of
work activities; opportunities for continuous improvement by seeking ways to
ensure safety and environmental stewardship; encouragement for people to raise
concerns without fear of reprisal; communications that maintain a focus on safe-
ty and environmental stewardship; a culture of trust and respect, with a focus on
teamwork and collaboration; and the encouragement of an inquiring attitude that
questions how things are done and avoids complacency.

BSEE says that the safety culture policy will work alongside its new rule
requiring outer continental shelf oil and gas operators to implement safety and
environmental management systems.

—ALAN BAILEY

terms,” according to Fairbanks Natural
Gas. As a municipal entity, the IANGU
believes it can secure low-cost financing
through avenues not available to a private
company like Fairbanks Natural Gas.

Additionally, the IANGU has said it
would seek a supply contract when plans
for a North Slope LNG plant become
“more defined.” Fairbanks Natural Gas
accused the utility of assuming “that gas
will be available, in the quantities it
desires, and at a price it wishes to pay.
These assumptions are subject to consid-
erable doubt.” This “considerable doubt”
comes from the recent rise in North Slope
gas prices, according to Fairbanks
Natural Gas.

Spectrum wants in
While the two players battle it out,

Spectrum Alaska wants its positions to be
heard.

The Regulatory Commission of
Alaska recently issued the company a
certificate to build a liquefied natural gas
plant on the North Slope. In its applica-
tion, Spectrum said it intended to serve
the North Slope transportation market,
but would consider other markets in the
state. Presumably, those markets could
include the Interior because Spectrum
called itself “a competitor for natural gas
sales” in the proposed expansion area.

In its request to be made a party to the
Fairbanks Natural gas proceedings,
Spectrum said the case should consider
the relationship between the soon-to-be-
rate-regulated Fairbanks Natural Gas and
its non-rate regulated supply affiliate
Polar LNG LLC. It also asked regulators
to consider making Fairbanks Natural
Gas an open access distribution utility. �

continued from page 13
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What’s going on in the southern Kenai?
Companies build lease positions in an area of obscure geology but intriguing potential near the edge of the Cook Inlet basin

By ALAN BAILEY
Petroleum News

The State of Alaska’s Cook Inlet areawide lease sale
on May 8 saw companies picking up a series of leas-

es along a fairway of land in the southern Kenai
Peninsula, north of Kachemak Bay, near the eastern mar-
gin of the Cook Inlet basin. Hilcorp Alaska in particular
filled in a lease position that it had started to establish
with leases it purchased in the state’s May 2012 sale.

Buccaneer Energy has also established a lease position
in the same area, where it plans to drill an exploration
well in its West Eagle unit this summer. 

So, what is driving the interest in this area? And does
Hilcorp, in particular, have its eye on an exploration
play? The company has said in the past that its main inter-
est in the Cook Inlet basin is developing oil and gas
resources from existing fields.

These southern Kenai Peninsula leases are not associ-
ated with any known oil or gas field. And only two explo-

ration wells have been drilled in the area: the Anchor
River No. 1, drilled in 1961, and the South Caribou Hills
Unit No. 1, drilled in 1970. These wells apparently
encountered gas shows but no oil.

Asked about Hilcorp’s lease purchases on the Kenai
Peninsula, company spokeswoman Lori Nelson said that
the company had been pleased with the outcome of the
sale.

“We believe there is still a lot of life left in Cook Inlet
and the new leases simply allow us to strengthen our
position in an area of interest,” Nelson told Petroleum
News in a May 14 email.

The producing oil and gas fields of the Cook Inlet
basin lie along a couple of major north-northeast trending
geologic structures known as anticlines, structures in
which the rock strata have been folded upwards, forming
elongated dome-like folds that can trap pools of oil and
gas. With the more easterly of these known structures
running up the western side of the Kenai Peninsula, could
there be other untested structures to the east, towards the

edge of the basin where the new leasing interest has
emerged?

Geologist David Hite told Petroleum News that,
whereas there are good rock exposures along the shore of
Kachemak Bay, immediately south of the recently leased
area, relatively little is known about the subsurface geol-
ogy inland, near the eastern edge of the basin. A
Southcentral Alaska natural gas study published by the
Department of Energy in 2004 and co-authored by Hite
comments that a geologic map of the Kenai Peninsula
published in 1976 points to the possibility of anticlinal
structures in the east.

“The magnitude and character of these structures is yet
to be fully appreciated,” the report says. “They are
mapped with a high degree of certainty in the Kachemak
Bay and in the vicinity of Chickaloon Bay (on the north-
ern Kenai Peninsula), but the area between is poorly
understood.” �

ENVIRONMENT & SAFETY
Exxon spill council funds tsunami cleanup

The Exxon Valdez Oil Spill Trustee Council has authorized nearly half a million
dollars for cleanup of Japanese tsunami debris littering Alaska beaches.

The money will go to a nonprofit organization, Gulf of Alaska Keeper, which has
worked for several years to gather and dispose of ocean trash washing up on Alaska’s
coastline. The council is a federal-state partnership formed to oversee ecosystem
restoration using the $900 million civil settlement Exxon paid for the 1989 tanker
grounding that released nearly 11 million gallons of Alaska North Slope crude oil into
Prince William Sound.

The council has three state and three federal trustees, including such officials as
Alaska’s attorney general and the Alaska administrator for the National Marine
Fisheries Service.

Over the years, the trustee council has expended funds for research, restoration,
land purchases and other projects.

The devastating Japanese tsunami in March 2011 swept a great deal of debris out
to sea. The potential for this debris to wash up on Alaska’s coast has been a major con-
cern for Alaska’s elected officials.

Gulf of Alaska Keeper, in a funding application submitted to the trustee council in
December, said massive volumes of tsunami debris already have hit the state. Some
of the heaviest deposits have been found on the shores of Montague and Kayak
islands.

Much of the debris is lightweight and easily collected, such as Styrofoam and other
plastic products. But removing all of it will require “an industrial-scale cleanup
approach,” the organization said.

The trustee council, at its Feb. 21 meeting, unanimously approved a resolution pro-
viding $483,088 for Gulf of Alaska Keeper’s tsunami debris removal effort.

—WESLEY LOY

ENVIRONMENT & SAFETY
Meteorological stations planned on Slope

The National Oceanic and Atmospheric Administration plans to establish three
small meteorological stations on Alaska’s North Slope as part of a climate change
study.

Each station will have a 10-foot aluminum tripod tower, said a May 7 public
notice from the Alaska Department of Natural Resources. Solar panels and batteries
will supply power.

The stations will be installed along the Dalton Highway between milepost 357,
near Pump Station 2 of the trans-Alaska oil pipeline, and milepost 377.

“All locations are west, and within walking distance, of the Dalton Highway,” the
notice said.

NOAA intends to install one station during the upcoming summer, and the other
two in 2014.

Because the stations will be on state land, NOAA is making application to DNR’s
Division of Mining, Land and Water. DNR said it intends to issue a five-year permit.

The public notice said the meteorological stations will be part of a study to “inves-
tigate possible positive feedbacks to the climate system in which warming of the per-
mafrost causes carbon to be released as greenhouse gas emissions (carbon dioxide
and methane),” amplifying climate change. 

The three stations will support an aircraft measurement campaign.
“Basic climate variables including soil moisture, air temperature, and solar radia-

tion will be collected in addition to carbon dioxide and methane. The data obtained
from the ground-based systems will be compared to the aircraft measurements made
over the same type of tundra. The information gathered will then be used to scale up
to a much larger region of the North Slope,” the notice said.

—WESLEY LOY
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Experienced oil and gas lawyer joins Stoel Rives
Stoel Rives LLP, a leading U.S. business law firm, said May 6 that it

is pleased to announce that Tina Grovier has joined its Anchorage office
as a partner in the firm’s Environment, Land Use and Natural Resources
group. Grovier is recognized as a leading oil, gas and mining lawyer.
During her 15-year career she has helped secure federal and state per-
mits for the first non-conditional state right of way for a North Slope
natural gas pipeline, Alaska’s first heap leach facility, Alaska’s first third-
party natural gas storage facility and Anchorage’s first commercial-
grade wind farm. Grovier regularly represents pipeline and telecommu-
nication carriers and other public utilities before the Regulatory
Commission of Alaska and state courts. In addition, she has broad
appellate, litigation, arbitration and commercial transaction experience.

“I am pleased to welcome Tina to the Anchorage office,” said Anchorage managing partner
Jim Torgerson. “Her strengths will benefit our oil, gas and mining clients here in Alaska and
beyond.”

An active member of the Anchorage community, Grovier has been involved with the United
Way as co-chair of the Tocqueville Society and with the YWCA, and has also volunteered her
time with AWAIC Summer Solstice and served as a legal advisor for the Anchorage Youth Court.

Crowley enters liquefied natural gas market
Crowley Maritime Corp.’s petroleum services group said May 8 that it is entering the lique-

fied natural gas market by acquiring Carib Energy LLC. Florida-based Carib Energy, founded in
2011, was the first company to receive a small scale, 25-year, LNG export license from the U.S.
Department of Energy for LNG transportation from the U.S. into Free Trade Agreement countries. 

While Crowley’s overall strategic focus on the LNG market will span several of its diversified
business lines and leverage its storied history and success in the marine, project management,
energy and transportation fields, Carib Energy provides an induction into the emerging energy
market from which the company can grow its concentration on LNG transportation.

A Crowley LNG services group has been formed within Crowley’s petroleum services busi-
ness unit. It is being headed up by Vice President of Business Development Matt Jackson, who
reports to Rob Grune, senior vice president and general manager, petroleum services. This team
will marshal Crowley’s extensive resources to serve the LNG market through LNG vessel design
and construction; transportation; product sales and distribution, and full-scale, project manage-
ment solutions. 

The acquisition of Carib Energy, which becomes a wholly owned subsidiary of Crowley
Petroleum Services, now provides Crowley an immediate book of business for the supply, trans-
portation, and distribution of LNG via 10,000 gallon ISO tanks. 

see OIL PATCH BITS page 17

TINA GROVIER
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Petroleum News: So what role does
government play and what role does the
market play in these two projects?

Chenault: The market is always going
to determine the project. Right now the
pipeline is a 36-inch, 1,440 psi carrying
half a billion cubic feet of gas a day,
according to law. The market may change
that. I don’t see it changing it to being a
smaller pipeline. It has the opportunity to
make it a larger pipeline. Whether it’s to
increase in pressure, or whether that
would be an increase in wall thickness in
pipe or pipe diameter. If the market comes
back with a larger commitment to buy gas
and sell gas certainly that opens up other
venues. Right now it’s scheduled to come
to Cook Inlet. But if the buyers and sellers
decided they wanted it to go to Valdez, or
somewhere else, they could put that stipu-
lation in there. And if they want to sell our
gas, and the price is right, then that gas
line project is going to go where the mar-
ket dictates, not where Alaska dictates.

Petroleum News: You got a lot of push-
back on this bill, at least from Valdez.
Have you ever seen that kind of push-
back? What are your thoughts on that?

Chenault: We didn’t get pushback from
a lot of places. We did get pushback from
Valdez. I kind of looked at it and I won-
dered what MVP stood for (Maximum
Volume Pipeline). Valdez felt they needed
a way in and try to tell Alaskans the big-
ger pipeline is better. Well, I can tell you
the bigger pipeline is better. It makes bet-
ter economic sense. I’ve been saying that
since we started this. Unfortunately, unless
— as some propose — someone wants to
spend $40 (billion) or whatever the figure

is, economics is going to drive this proj-
ect. I don’t fault Valdez for doing what it
was doing. I think it was pretty shortsight-
ed. The message most people got was that
Valdez was looking out for Valdez only,
not the rest of the state of Alaska. They
spent about $1 million. Unfortunately that
$1 million could have been spent on a
$914,000 capital request they put in the
budget to put a new roof on the school.
They chose to spend that $1 million in a
different way. At the end of the day, you
can see through the votes not only in the
House, but in the Senate, that ad campaign
did nothing but waste money. 

It’s frustrating because we’ve worked
40 years to build this pipeline and we’ve
tried the same thing over and over again.
We’re not one pipeline joint closer to put-
ting pipe in the ground. This is a different
way to approach it. 

We think it takes some of the uncer-
tainty out of it. If we’ve got a project
that’s engineered and that your buyers and
your shippers can look at, have faith in the
numbers and pencil the numbers out and
work it out.

We keep hearing Japan wants to buy
our gas, and Korea and China. Sure they
want to buy our gas, but they want to
know what the gas is going to cost before
they make a commitment to do that. They
are not going to make a commitment until
they know exactly what those costs are
going to be to move the gas from Prudhoe
Bay to tidewater and tidewater to wherev-
er they would like it delivered. We can
talk about it all day long, but until they
sign on the dotted line that’s never going
to happen.

Petroleum News: If a pipeline project
does advance during the interim, do you
see a special session to draft any further

gas tax legislation or longer-term fiscal
terms or is that something that takes pri-
ority next session?

Chenault: It’s early to say. I don’t see
anything happening on the horizon today
that would warrant a special session. I
think that may be an issue we take up next
session or start looking at next session. I
don’t see where it gets to where we have a
special session. Certainly if it was war-
ranted and if it were important enough
that we needed to take that issue up, I
would be in favor of going down and
doing that. 

Petroleum News: Do you see discus-
sions about Arctic development will
emerge now that some of the other heavy
hitting items off the plate?

Chenault: I think they will. You know
we got bad news from Shell with prob-
lems they had with the Kulluk and
ConocoPhillips has delayed their move
into the Arctic for at least a year. 

I do think this coming session we’ll be
talking not only about oil and gas devel-
opment in the Arctic but also how do we
as a state protect the state’s interest in
regards to America being an Arctic nation.
I think Alaskans understand what that
means for the most part. I don’t think that
the U.S. government understands that the
U.S. is an Arctic nation and we need to
take steps to make sure that we protect
our interest and that we take care of the
Arctic as it gets developed.

We need to be a big player in that. You
see China and others build big ice break-
ing ships. China is not even an Arctic
nation, but they are going up and putting
forth a presence to be considered an
Arctic nation when in reality or not. My
concern is does the U.S. and does Alaska
protect our interest in the Arctic?

Petroleum News: What do you think
the state can do?

Chenault: We’ve got a task force put
together. They are going to come back
with recommendations. We need to look
at the possibility of a port up north where
we can have our cutters and an ice station
up north so we can have that presence up
there. Right now I just don’t feel like the
U.S. is putting forth enough effort to
make sure enough people know we are an
Arctic nation and we are there to protect
our interest in the Arctic.

Petroleum News: So people think we’re
more of a state that has Arctic borders but
we’re not necessarily an Arctic nation?

Chenault: I would think so. I would
almost be willing to be that if you did a
survey of folks down south asking if you
think the U.S. is an Arctic nation, proba-
bly most of them would say no. I’m
assuming the people in Congress, the
Obama administration and the Senate all
know that we are. But how important of a
discussion is going on in D.C., I don’t
know. It’s probably not the level that it
should be.

Petroleum News: What do you as legis-
lators do about that?

Chenault: Every opportunity we get as
legislators or even Alaskans get, we need
to have our voices heard. We need to take
the steps needed to makes sure Russia,
Canada and China know that we are an
Arctic nation and we need to take care of
our interests. I realize we’re an Arctic
state, but we are also an Arctic nation
whether we like it or not. �

continued from page 4

CHENAULT Q&A

mately 45 days to drill. 
Within the week before the announce-

ment, a subsidiary of the company called
Buccaneer Alaska Operation LLC asked
the state for nearly three additional years
to complete its two-well work commit-
ment at Cosmopolitan.

The request asked the state Division of
Oil and Gas to move the deadline for
completing the two wells to April 15,
2016, from June 5, 2013. It also asked the
state to modify the existing timetable to
allow the company to drill the wells dur-
ing the summer drilling season, as well as
in winter.

Buccaneer said it needed the addition-
al time to accommodate “project delays,”
but in a timeline submitted to the state the
company also appears to be seeking the
flexibility to move its jack-up drilling rig
between its numerous offshore prospects
in the Cook Inlet basin.

Buccaneer intended to drill at
Cosmopolitan last year, but was delayed
when its Endeavour jack-up rig was
docked in Homer for several months after
arriving from Asia.

Development this year? 
In its request, Buccaneer envisions

using its Endeavour jack-up rig to com-
plete the 8,000-foot Cosmopolitan No. 1
well by June, but from there its proposed
timetable bifurcates. 

Under one scenario, Buccaneer would
move its rig north to drill and test the
16,000-foot Southern Cross No. 1 well by
late September, and move it north again
to drill the 8,000-foot Northwest Cook
Inlet No. 1 well before the usual end of
the upper Cook Inlet summer drilling sea-
son in late October. From there,

Buccaneer would tow the rig to the south
to drill the Cosmopolitan No. 2 well or to
begin a winter development program. 

Under the second scenario, Buccaneer
would move the rig from Cosmopolitan
No. 1 to Cosmopolitan No. 2 this summer
and later continue on to the two northern
prospects.

In both scenarios, Buccaneer imagines
the possibility of a winter development at
Cosmopolitan at the end of this year, pre-
sumably dependant on exploration
results.

The filings include no mention of a
recent deal where Buccaneer farmed-in
the deep oil development rights at the
ConocoPhillips-operated North Cook
Inlet unit. In its announcement of the
deal, Buccaneer said it expected to shuffle
its upcoming workload.

1967 discovery
Cosmopolitan No. 1 is the most recent

in a 55-year effort to development the
prospect.

Pennzoil discovered an oil accumula-
tion in the Starichkof sands of the Lower
Tyonek at Cosmopolitan in 1967, report-
ing a 750-foot oil column with 24-27
degree API oil. An offset well to the
northeast the same year appraised the for-
mation and collected core samples, but
Pennzoil ultimately decided against
developing the field. 

A ConocoPhillips predecessor subse-
quently acquired the acreage, and formed
the Cosmopolitan unit in 2001.

The company drilled the Hansen No. 1
well up dip of the Starichkof State No. 1
in 2002, encountering oil in the
Starichkof and Hemlock intervals, and
drilled the Hansen 1A sidetrack in 2003.
A 50-day flow test on the sidetrack aver-
aged 550 barrels per day of oil.
ConocoPhillips completed a 3-D seismic
survey over the unit in 2005. 

Pioneer acquired the prospect in 2007
and drilled the Hansen 1A-L1 in 2010.
The well was a lateral off the 2003 side-
track completed with fracture stimulation
and the results led Pioneer to conclude
that the Cosmopolitan reservoir was
“lower quality than most other producing
oil fields of the Upper Cook Inlet.” Still,
a short pilot project to truck oil to Nikiski
produced 33,504 cumulative barrels of
oil. Pioneer eventually relinquished the
prospect, saying that despite “encourag-
ing” results from the workover and frac-

ture stimulation, “subsequent flow test
results and engineering studies indicated
that the resource potential was not as
large as originally estimated.”

Buccaneer acquired the prospect in
early 2012 in partnership with the pri-
vately owned Fort Worth-based company
BlueCrest Energy II LP. Buccaneer oper-
ates the leases and owns a 25 percent
stake. BlueCrest owns 75 percent.

Buccaneer believes its jack-up rig
improves the economics of Cosmopolitan
by keeping the company from having to
drill all wells, including injection wells,
from the onshore pad. The prospect also
gives Buccaneer the opportunity to use its
rig in winter, when the offshore prospects
in the upper Cook Inlet become too icy to
explore. �

continued from page 1

COSMO WELL

ASRC responds to BLM strategic cleanup plan
ASRC said May 9 that it is pleased that the longstanding need for the cleanup of the U.S.

Navy exploration program on the North Slope continues to be addressed by the Bureau of
Land Management. 

The 2013 Strategic Plan carries a significant work commitment by the BLM. All North Slope
residents will be grateful when the most hazardous and pressing remnants of more than 40
years of Navy-sponsored explorations are remediated to make the lands safe and clean. 

ASRC firmly believes that the cost of the cleanup of the Navy exploration program should
come from the federal government itself, as it is with all formerly used defense sites, for exam-
ple, and not from any federal funds that would have otherwise been allocated directly to
North Slope communities.

Arctic Slope Regional Corp. is owned by and represents the business interests of the Arctic
Slope Inupiat. Corporate headquarters are based in Barrow, Alaska, with administrative and
subsidiary offices in Anchorage and throughout the United States. ASRC, along with its family
of companies, is the largest Alaskan-owned company, employing approximately 10,000 people
worldwide. The company has five major business segments: petroleum refining and marketing,
energy support services, construction, government services and resource development.

continued from page 16
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ules for a permanent work camp were
placed on their foundations at Point
Thomson’s central pad in April.

The work camp was built at a fabrication
yard in the Anchorage area, she said.

More infrastructure development is
planned for the summer, including the com-
missioning of the camp, completion and
certification of an airstrip, and installation
of a permanent service pier, Jordan said.

The field hugs the shore of the Beaufort
Sea, about 60 miles east of Prudhoe Bay
and just west of the Arctic National Wildlife
Refuge.

The project design calls for three drill
pads, with the central pad to host the
process and compression equipment needed
to produce the gas condensate. These heavy
industrial modules are not yet on the North
Slope as ExxonMobil focuses for now on
basic site preparation.

Two wells have been drilled on the pad
already, and are in suspended status.

ExxonMobil will produce the conden-
sate through a process known as cycling,
where natural gas is brought to the surface
for collection of the liquids. The dry gas
will then be shot back underground for stor-
age. The project is expected to cycle 200
million cubic feet of gas per day.

It’s a challenging project, for a number
of reasons.

The Point Thomson site is remote, and
materials and equipment must be brought in
by coastal barge or by ice road.
ExxonMobil this year built an ice road from
the west that was open from February until
late April.

With respect to production, ExxonMobil
will have to contend with very high pres-
sures in the Point Thomson reservoir. The
company says 10,000 pounds per square
inch of compression will be required to
reinject the gas.

The export pipeline
A vital component of the Point Thomson

project is the new 22-mile export pipeline
that will carry the liquids production west to
Badami, a former BP unit now operated by
Savant Alaska. From there, the liquids will
move through the Badami pipeline and ulti-
mately end up in the trans-Alaska oil
pipeline.

The Point Thomson pipeline will run
along the coast to Badami. Like many
pipelines in the North Slope oil fields, the
Point Thomson line will be above ground
and insulated, and will rest on brackets
known as “vertical support members,” or
VSMs.

Graham Smith, spokesman for the State
Pipeline Coordinator’s Office, said lease
compliance specialists made three trips to
the Slope to check on the pipeline work,
which just wrapped up for the season.

“Definitely making some serious
progress,” Smith said. “All the VSMs are
hammered in.”

The next step will be to lay the actual
pipe, and that should occur next winter, he
said.

The straight pipe already is in Alaska,
stockpiled in Fairbanks, Smith said. The
bends have yet to be delivered.

Jordan, the ExxonMobil spokeswoman,
said workers installed about 2,200 VSMs.
She confirmed that the export pipeline and
gathering line will be installed next winter.

The 12-inch export pipeline will feature
a design capacity of 70,000 barrels per day,
well above the 10,000 barrels per day of
condensate ExxonMobil expects to produce
initially. The surplus capacity will accom-
modate fuller Point Thomson development,
and maybe production from other eastern
North Slope developments.

The budget for the pipeline alone is $253
million, ExxonMobil has said. �
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Walker presses court challenge, says
Point Thomson deal was improper

Bill Walker, an announced candidate for governor in 2014, is continuing his
court challenge of the state’s landmark Point Thomson settlement.

Point Thomson is a rich oil and gas field on Alaska’s eastern North Slope. In
March 2012, the state and oil companies holding leases at Point Thomson struck
a deal resolving years of legal conflict over the field, and laying out a schedule for
its long-awaited development.

The settlement was a major policy objective for Gov. Sean Parnell, who sought
to spur production from Point Thomson, and also boost chances for a North Slope
natural gas pipeline.

The field holds an estimated 8 trillion cubic feet of gas, or about a quarter of
the known reserves on the North Slope, plus large volumes
of crude oil and other petroleum liquids.

Walker, however, argues the Point Thomson settlement is
a bad deal for the state, and that the Parnell administration
took unlawful shortcuts in signing it.

The matter now is pending before the Alaska Supreme
Court, where Walker is appealing his loss in a lower court.

Second run for governor
On April 25, Walker announced he will challenge Parnell

in the 2014 Republican primary.
The Anchorage attorney and former mayor of Valdez took on Parnell in the

2010 primary, coming in second with about 33 percent of the vote. Parnell took
50 percent and Ralph Samuels tallied 14 percent.

In announcing again for governor, Walker said the state “lacks strong leader-
ship, vision and a roadmap for our state’s future.”

Alaska, he said, has become a state “whereby the major North Slope oil com-
panies now dictate our tax and resource development policy.” He cited a tax bill
Parnell pushed through the Legislature this year that “returns billions of dollars
each year to the major oil companies without any corresponding requirement that
any of that money be spent in Alaska.”

Walker long has been an advocate for a gas pipeline, and for development of
Point Thomson.

But he contends the Parnell administration’s settlement with field operator
ExxonMobil and its partners was improper, skirting the normal public process and
leaving the oil companies with too much control over the field.

‘Citizen taxpayer’
The March 29, 2012, settlement between the state and ExxonMobil, BP and

ConocoPhillips ended a seven-year fight for control of the undeveloped Point
Thomson field.

The Parnell administration says the deal contains strong terms that will drive
the companies to either produce from the field or suffer costly consequences,
including the loss of leased state acreage.

ExxonMobil is now working on the early stages of an initial development at
Point Thomson. The project will involve producing a modest 10,000 barrels per

day of natural gas condensate, with field startup
scheduled for spring 2016.

Acting as a “citizen taxpayer,” Walker on
May 29, 2012, filed an “administrative appeal”
in state Superior Court in Anchorage challenging
the Point Thomson settlement, as signed by Dan
Sullivan, commissioner of the Department of
Natural Resources, and Attorney General
Michael Geraghty.

The state moved to have Walker’s lawsuit
thrown out, and Judge Catherine Easter granted
the motion on Dec. 7, 2012.

Easter, however, didn’t rule on the substance of Walker’s arguments. Rather,
she ruled that her court lacked jurisdiction over his administrative appeal. She
held that Geraghty had discretion to enter into the Point Thomson settlement, and
that Sullivan’s signature on the deal was “not an appealable decision.”

On to the high court
On Jan. 9, Walker appealed Easter’s decision to the Alaska Supreme Court.

Walker argues Easter should have kept the case and let it play out.
Walker’s opening brief discusses his numerous problems with the Point

Thomson settlement.
“The sweeping scope and economic significance of the Point Thomson

Settlement Agreement to the people of Alaska is truly unique,” says the brief,
signed by Walker’s law partner, Craig Richards.

In general, Walker says, the settlement is not in the best interests of the state or
its citizens.

Walker argues the agreement was “negotiated and executed in secret,” with no
opportunity for the public or Legislature to review or object to its terms.

Walker further contends the agreement contains “no firm work commitments”
for ExxonMobil and the other working interest owners in the field.

And he says the Parnell administration circumvented the normal procedures, or
“checks and balances,” that should apply to many terms in the Point Thomson set-
tlement.

Walker also argues the settlement contains provisions that illegally “contract
around” DNR regulations governing the management of oil and gas units.

The state’s argument has been that the attorney general has “broad authority”
to settle litigation, and the Point Thomson settlement isn’t subject to challenge.

—WESLEY LOY
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toward the end of last year and the begin-
ning of this year.

The Shark Tooth project is one of sever-
al that ConocoPhillips explicitly mentioned
in a recent press release announcing near
term activities made more economic by the
passage of Senate Bill 21, which revises the
fiscal regime for oil production in Alaska. In
a May 13 email, ConocoPhillips spokes-
woman Natalie Knox Lowman wrote, “We
are working with co-owners on funding for
DS-2S and hope to sanction it in late 2014
to early 2015.”

ARCO discovered Shark Tooth with the
KRU-21-10-8 exploration well in the late
1980s, but the prospect lay fallow until
ConocoPhillips drilled Shark Tooth No. 1 in
2012. The company considered developing
Shark Tooth from the existing DS-2L, DS-
2M or DS-2K pads, but decided that those
plans would tax the abilities of existing
drilling technology. 

The state is taking comments on the pro-
posal through June 10. The current permit-
ting covers the physical development.

ConocoPhillips is currently envisioning
a 9.83-acre gravel drilling pad capable of
accommodating 24 wells drilled at 30-foot
spacing, plus associated infrastructure. A

pair of permanent “snow fences” to the east
and west of the pad would reduce snow
cover.

A 1.5-mile gravel road would connect
the pad to the Tarn Road. The road would
cross the existing Meltwater pipelines,
requiring a temporary shutdown during
construction. 

ConocoPhillips said it considered two
options to avoid the production loss associ-
ated with a shutdown. The first was to build
a bridge “similar to a highway roadway
overpass,” an idea the company ultimately
rejected because of its greater cost and its
greater impact to the tundra as a result of the
additional gravel needed for the bridge.

The second was to shorten the vertical
support members to make it easier to build
an overpass, but ConocoPhillips worried
the lower pipelines would interfere with
wildlife.

To accommodate these projects,
ConocoPhillips would build a 16.2-acre
gravel mine near the proposed drilling site
to provide some 296,000 cubic yards of
material.

ConocoPhillips said it considered using
the existing Mine Site F and Mine Site C for
gravel, but found both inadequate. Mine
Site F was opened in 1985 and provided
materials for the Kuparuk River unit until
2003 when “the remaining material in the
pit was deemed to be unsuitable for road or

pad construction due to the amount of fines
present.” The company is rehabilitating the
mine under U.S. Army Corps oversight.

Using Mine Site C would require an 18-
mile ice road shared by heavy-haul trucks
and regular field traffic, which
ConocoPhillips believes would create
“safety concerns.”

The production stream of oil, natural gas
and water would be transported by pipeline

to the existing Central Processing Facility
No. 2. Sales quality crude would be further
transported along the Kuparuk Oil Pipeline
to the trans-Alaska oil pipeline while gas
and seawater would be returned to Shark
Tooth for reinjection to maintain field pres-
sure.

—ERIC LIDJI
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seats in the provincial assembly (three more
than entering the campaign), the NDP had
33 seats and the Green Party had elected its
first MLA (member of the legislative
assembly). And the Liberals had claimed
winning margin of 5 percentage points.

“Well, that was easy!” an ecstatic Clark
told party supporters. But for her the cam-
paign is not over.

She was defeated in her Vancouver con-
stituency (an area that embraces the
University of British Columbia and a large
enclave of the city’s wealthiest) and,
although she can continue as premier, Clark
now depends on one of her own MLAs
resigning to force a by-election in what
would be seen as a “safe” Liberal seat. 

Whether any seat could be viewed as
“safe” in the more-than-usually volatile
political environment of British Columbia
could be an open question.

For the petroleum industry, despite unan-
swered questions, the unstated preference

has been re-election of the pro-business
Liberals and the opportunity that presents to
seek solutions to the obstacles Clark has
placed in the path of oil sands bitumen
pipelines and LNG projects that hold the
key to Canada’s hopes of opening export
markets outside North America.

The NDP, under Adrian Dix, had
pledged itself to blocking plans by Enbridge
and Kinder Morgan for their Northern
Gateway and Trans Mountain expansion
and a host of measures that could jeopardize
the LNG plans.

Dix was ready to order an indefinite
review of hydraulic fracturing methods to
exploit British Columbia’s vast shale gas
deposits to use as LNG feedstock, raising
the province’s carbon tax and expanding it
to include greenhouse gas venting from oil
and gas operations and scrapping plans for
a large hydro dam that might have been
used to support LNG projects.

Clark has not shifted from her position
on Northern Gateway, demanding a share of
oil sands royalties and more stringent regu-
lations covering the movement of crude oil

tankers in Pacific waters, but she has been
less clear about her Trans Mountain con-
cerns.

However, she has eagerly seized on
LNG as a job creator and a source of rev-
enue to build a C$100 billion B.C.
Prosperity Fund by 2030 to eliminate the
province’s debt, currently at C$58 billion,
and fund government programs, although
she has talked about independent science-
based review of fracking.

Clark has also opened discussions with
gas producers and LNG companies on her
plans to introduce a new LNG tax and roy-
alty regime.

In her victory speech, she said British
Columbians made clear during the cam-
paign that they want to “balance economic
and environmental issues ... and we will
heed their concerns.”

The Canadian Association of Petroleum
Producers, which shies away from partisan
debate, said it is prepared to “work con-
structively with the government elected to
continue delivering energy and economic
benefits to B.C. while protecting the B.C.

environment.”
Geoff Morrison, B.C. manager of opera-

tions with CAPP, said the association is
confident gas developers will not be faced
with a government review of fracking meth-
ods.

He acknowledged that Clark has laid out
five “pretty clear” conditions for pipelines
traversing B.C. from Alberta.

“They set the stage for discussions on
how projects can go forward and present a
window of opportunity to work with,”
Morrison said. 

Gerry Goobie, an energy consultant with
Calgary-based Gas Processing
Management, said the petroleum industry is
now looking for clarity from the Clark gov-
ernment on major energy issues. 

He said investors are uneasy “when they
hear rhetoric about imposing new taxes ... or
opposing development. Companies don’t
like making decisions with a lot of uncer-
tainty hanging over them, particularly for
money of that magnitude.” �

continued from page 1
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industry to explore the viability of this
option,” he said.

Ramsay said meetings have also been
held with the Alberta government which
is anxious to break out of its landlocked
position and encourage growth of the oil
sands, noting that Alberta has also joined
the NWT in studying the possibility of
running a crude pipeline from the oil
sands and north along the Mackenzie
River Valley to a deepwater tanker port at
Tuktoyaktuk on the Arctic Ocean.

He suggested a pipeline to Valdez
would extend north from the oil sands to
the closely watched Canol shale play in
the Central Mackenzie Valley, then con-
nect with the trans-Alaska oil pipeline.

Ramsay said the system might also
pick up crude on a spur line from the
Canadian Beaufort where Chevron
Canada, Statoil and a partnership of
Imperial Oil, ExxonMobil and BP have
secured exploration rights through C$2
billion (US$1.99 billion) in work com-
mitments, with no plans for how to get
any crude they find to market. 

The Alberta government hired consult-
ing firm Canatec Associates International
in April to assess the feasibility of the
Tuktoyaktuk option and said it was in
“serious discussions” with the NWT
because of the “immense resources” in
Canada’s Arctic.

—GARY PARK
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Tabasco: EmphaSeis 3D  
Multi-Client Data
Broadband program on Alaska’s North Slope

High-density, broadband seismic is now available located 
near the Colville River on the Alaska North Slope. The Tabasco 
North and South 3D datasets were acquired with a slip-sweep 
HPVA methodology combined with CGG’s proprietary broadband 
EmphaSeisTM vibroseis sweep to better resolve shallow horizons and 
image complex faulting in the area. The data have been processed 
to retain amplitude information contained in the very rich offset 
and azimuth distribution. Outputs include azimuthal pre-stack time 
migration and pre-stack depth migration. 

Visit our website at cgg.com/Tabasco to download the video about 
the Tabasco program and the innovative vibroseis techniques 
deployed in Alaska.

PSTM shows greatly improved imaging of shallow reflections and steep faults. Common offset, common azimuth PSTM gathers. 
Left image gathers with traditional acquisition 
parameters. Right image gathers obtained from high-
density acquisition.

Contact: Mike Clement 
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+1 403 205 6109 
ron.schmid@cgg.com
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