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We Know the Slope...
and Beyond

For more than 60 years, Colville has been
providing essential supplies and services across
the North Slope with aviation support, fuel
supply and delivery, camp services, and solid
waste management. Brooks Range Supply covers
industrial and general store supplies, and Brooks
Camp provides a comfortable, modern place to
rest when you need a home away from home.
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With decades of experience, we know
the slope... and beyond, when it
comes to keeping your operations
running smoothly north of the

Arctic Circle.
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WELCOME

One word: uncertainty

Alaska oil patch weathers one of the strangest years in its bistory.

By ERIC LIDJI

For Petroleum News

Uncertainty was the key word in the Alaska oil patch in 2020.
The business of producing hydrocarbons has always fa-
vored those who can stomach an unhealthy amount of uncer-
tainty. But even so, this year made it hard to look ahead.

The emergence of the coronavirus pandemic prompted eco-
nomic shutdowns around the world, leading to a cliff-like drop
in global demand followed by an oil price crash that quickly
turned bizarre. Alaska North Slope crude oil traded at a negative
price in late April 2020, something few in the oil patch had ever
witnessed. The drop in demand led to a drop in production and
proration of trans-Alaska oil pipeline throughput.

All told: any plan of development submitted before April was
soon irrelevant, or at least contingent. The development fore-
casts in this edition of The Producers aim to be as complete and
accurate as possible, given the impossibility of forecasts at the
moment.

Though felt by all companies, the uncertainty of 2020 im-
pacted different companies in different ways. Size was of course
a major factor. Some companies are better prepared to weather

The shutdown arrived with summer on its heels. Always
resourceful, many companies used the time to conduct
maintenance work that would have required shutdowns anyway.

long stretches of uncertainty than others. But, interestingly, com-
modity and basin also seemed to matter. The North Slope fared
differently than Cook Inlet, and locally distributed natural gas
fared differently than liquids bound for markets outside the
state.

The shutdown arrived with summer on its heels. Always re-
sourceful, many companies used the time to conduct mainte-
nance work that would have required shutdowns anyway.

One shining bit of certainty did emerge from the storm of
2020. After years of rumors and months of behind the scenes
work, Hilcorp Alaska LLC, under the Hilcorp North Slope name,
became the newest operator of the Prudhoe Bay unit, assuming
the title long held by BP Exploration (Alaska) LLC.

The move is historic and promises to be hugely consequen-
tial. But of course, even in the best of times, it is hard to predict
what might happen in the Alaska oil and gas business. ®

RESOURCE DEVELOPMENT COUNCIL

FOR ALASKA, INC.

RDC is a statewide trade association comprised of individuals and companies from Alaska’s

fishing, forestry, mining, oil and gas, and tourism industries. RDC's membership includes Alaska

Native corporations, local communities, organized labor, and industry support firms. RDC's

purpose is to encourage a strong, diversified private sector in Alaska and expand the state’s

economic base through the responsible development of our natural resources.

JOIN TODAY | AKRDC.ORG FOLLOW US:
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GUEST

EDITORIAL

Alaska’s oil and gas industry
Is meeting the challenge

By CORRI A. FEIGE

Commissioner, Alaska Department of Natural Resources

If there’s one thing folks in the oil and gas business
can be sure of ... it’s that there’s actually very little
you can ever be sure of!

Alaska’s petroleum industry operates in a complex,
interdependent system often buffeted by powerful and
shifting economic and technological winds. Success

ing, permitting and compliance, royalty accounting,
and other functions that ensure the industry operates
safely and efficiently.

To reduce the risk of contagion, nearly 70% of the
Division of Oil and Gas workforce is now working re-
motely, and all employees have embraced protocols for
social distancing and hygiene.

We have conducted oil and gas lease sales virtually,
made supporting information more easily available

goes to those who can improvise and adapt to over-
come the challenges of this ever-changing environ-
ment.

In the past year, the industry and the public agencies that reg-
ulate and serve it have faced unprecedented challenges from the
global COVID-19 pandemic. As commissioner of the Alaska De-
partment of Natural Resources, I am proud of my team for suc-
cessfully meeting the challenge of implementing Gov. Mike
Dunleavy’s priorities to keep our state open for business, pro-
tecting the people, infrastructure and systems that produce oil
and gas in the best interest of the Alaska people.

DNR has been vigilant in protecting the professionals in leas-

CORRI FEIGE

At Flowline Alaska, we've spent
decades helping to keep oil flowing
on the North Slope.

It's a record we're proud of, and we
look forward to a future where we
can provide the service and support
necessary to grow and expand
Alaska’s energy industry.

Because we want to keep Alaska’s

FLOWLINE

———
A LASKA INGC.

oil flowing, today and tomorrow.

flowlinealaska.com
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online, and made other adjustments to reduce poten-

tially hazardous face-to-face contacts wherever possi-
ble. At the same time, every DNR office remains open
to serve the public at traditional office locations.

Adjust lease rental payment schedules

COVID-19 impacts have not only burdened operations for
both government and industry, they have also reduced global
demand for oil, resulting in a price collapse that has only re-
cently stabilized, albeit at lower prices. In response, DNR has as-
sisted our explorers and producers by adjusting lease rental

continued on page 10

CUTTING EDGE TECHNOLOGY
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FEIGE continued from page 8

payment schedules, continuing to process
applications for new units, conducting
new lease sales, and maintaining pre-
dictable, stable regulatory policies.

While dealing with COVID, DNR has
also been working to facilitate the durability
of Alaska’s oil patch to anchor not only
legacy producers, but also the independent
operators representing the next generation
of players in Alaska’s oil industry. The best
example of this is BP’s sale of its Alaska as-
sets to Hilcorp.

For nearly a year, the professionals at the
Division of Oil and Gas have done outstand-
ing work in analyzing the upstream and
midstream portions of the transaction, serv-
ing the public’s interest well.

Their strict due diligence ensures every
aspect of this critical transaction meets the
highest standards of accuracy, completeness,
and operational and financial capability.
Their robust and meticulous analyses are es-
sential parts of the record on which the Reg-
ulatory Commission of Alaska will base its
final decision on the midstream asset sale.

Lobby feds on major actions
DNR has also continued to push for

10 THE PRODUCERS
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We have conducted oil and gas lease
sales virtually, made supporting
information more easily available online,
and made other adjustments to reduce
potentially hazardous face-to-face
contacts wherever possible. At the same
time, every DNR office remains open.

completion of major federal actions that
are critical to the short- and long-term
health of the oil industry and the state as a
whole. These include the release of the
record of decision on the Integrated Activ-
ity Plan for the National Petroleum Re-
serve-Alaska, the first of two scheduled
lease sales in the 1002 Area of the Arctic
National Wildlife Refuge, and the much-
needed modernization of federal environ-
mental permitting process, some 40 years
after enactment of the National Environ-
mental Protection Act.

Given the importance of federal actions
to Alaska’s oil industry, we are pleased to
see efforts to modernize federal environ-
mental permitting through a more coordi-
nated federal process.

The proposed process is very similar to

the coordinated approach to project per-
mitting that has been available to Alaska’s
project applicants through DNR's Office of
Project Management and Permitting for
many years. A coordinated permitting
process creates value by helping large re-
sources projects navigate the complexities
of multi-agency permitting.

The work being done at both the state
and federal level will pave the way for ex-
panded production and delivery of oil
through the Trans-Alaska Pipeline System
within the next 10 years. That new produc-
tion will mean increased revenue to the
state in the form of both royalties and
taxes, and will extend the operational life
of the infrastructure that is the literal back-
bone of the state’s economy and prosperity.

Making sure we can bring Alaska’s vast
oil resources to market — both the already-
identified reserves and those yet to be dis-
covered — protects both our infrastructure
and Alaska families by ensuring we have a
strong job base and skilled workforce to
support those operations. It is a fulfilment
of our constitutional obligation to develop
the state’s natural resources for the benefit
of Alaskans.

Support major projects

The petroleum industry will always be
important to Alaska.

We can also strengthen and diversify
our economy by supporting large new in-
frastructure projects. One of the most excit-
ing is the Alberta-to-Alaska, or “A2A” rail
project, and I was encouraged at President
Trump’s announcement that he will issue
the Presidential Permit critical to its suc-
cess. This project would help reduce
Alaska'’s historic geographical isolation
from larger global markets, opening up
new opportunities for Alaska’s products
and resources to “go global.”

I commend the men and women of
Alaska’s oil and gas industry for their
strength of conviction and dedication to
purpose in keeping Alaska’s oil flowing
during the difficult months of the global
pandemic. Smaller workforces, longer
hitches, and ever-evolving roles and re-
sponsibilities take their toll, but Alaska’s
oil and gas professionals maintained a stel-
lar environmental and safety record
throughout these very trying times.

The successful response to a global pan-
demic and all the problems that have
come with it demonstrates the skill of
our people, the value of our resources
and their impact on our economy, and
the positive future of our state. ®
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AIX Energy making the most
of Kenai Loop assets

Small independent focuses on gas supply agreements and infrastructure upgrades

By ERIC LIDJI

For Petroleum News

Under the operatorship of AIX Energy
LLC over the past six years, the
Kenai Loop field has become a disci-
plined and predictable operation without
much talk of future drilling.

“It is AIX’s objective to maximize field
recovery and net present value by aligning
production capacity with commercial op-
portunities,” the company told state regu-
lators in its sixth plan of development,
filed earlier this year and running through
May 06, 2021.

The Texas-based AIX Energy acquired
the small Cook Inlet natural gas field in
2014, as part of the bankruptcy proceed-
ings of the Australian independent Bucca-
neer Energy.

The styles of the two companies have
been starkly opposed. Buccaneer Energy
was ambitious and outspoken, undertaking
many projects simultaneously and pro-
moting its efforts internationally. AIX En-
ergy has been disciplined and quiet. The
company is still working with the wells it
inherited from Buccaneer and rarely issues
press releases.

The two biggest development projects
that AIX Energy has undertaken to date at
Kenai Loop have involved maintenance.
The company decommissioned an unused
drilling pad in June 2017, and it installed a
natural gas compressor system in the win-
ter of 2018.

The result of this approach has been rel-
atively stable production rates since late
2018, after years of notable seasonal pro-
duction swings. In the year ending June 1,
2020, the field produced nearly 1.9 billion
cubic feet or nearly 5.2 million cubic feet
per day, according to the Alaska Oil and Gas
Conservation Commission. That was down
slightly from nearly 2 billion cubic feet or
more than 5.4 million cubic feet in the year
prior.

Through June 1, 2020, Kenai Loop has
produced more than 23 billion cubic feet of
natural gas and 2,962 barrels of condensate
from the field, according to the AOGCC.

12 THE PRODUCERS

Gas supply agreements

In addition to physical field assets, AIX
Energy acquired an existing gas sales
agreement with Enstar Natural Gas Co.The
inherited agreement ran through into
fourth quarter 2018 and was replaced by a
new agreement between AIX Energy and
Enstar Natural Gas.

The current gas sales agreement be-
tween AIX Energy and Enstar Natural Gas
runs through March 2021. It allows for
gradually decreasing volumes of firm sup-

plies each year. AIX Energy was required to
supply 1.37 billion cubic feet between July
1,2018,and March 31,2019, and 1.464 bil-
lion cubic feet between April 1,2019, and
March 31,2020.The current and final year
of the contract allows AIX Energy to sup-
ply between 1.095 billion cubic feet and
1.825 billion cubic feet between April 1,
2020, and March 31,2021.

In addition to the firm contract,AIX En-
ergy has “multiple contracts which are
likely to lead to additional non firm sales

AIX ENERGY INC.

AIX ENERGY INC.



in 2020, according to its most recent plan of
development. Describing its marketing goals
for the upcoming year, the company said it
would “continue to pursue value added, near
term gas sales opportunities (to align with ex-
isting and future production capacity), while
maintaining pricing discipline.”

Compression soon?

Before filing for bankruptcy, Buccaneer En-
ergy drilled four wells at Kenai Loop.

Today, the field is producing from the Kenai
Loop No. 1-1 discovery well and the Kenai
Loop No. 1-3 well.The Kenai Loop No. 1-2 well
was a dry hole and is temporarily suspended,
although AIX Energy may convert it into a dis-
posal well in the future.

The Kenai Loop No. 1-4 well produced
from the same reservoir as the discovery well
and was never tied into the production sys-
tem. The well is used to monitor reservoir
pressure.

AIX Energy began compression at the KL
1-3 well in early 2019 and expects to begin
compression at the KL 1-1 well “when re-
quired.” Although the company has no drilling
plans on the horizon, it is evaluating a plan to
connect KL 1-4 to the system “to provide in-
creased deliverability, to provide redundancy
to meet firm gas sales obligations and to pos-

? w@O!’IQ -z)ei?gngal;lﬂ'lidustry
COprthon Since 1981

Specializing in the manufacture of:
Modules ® Mud Systems e Stairs & Landings
e All Pipe and Structural Steel Welding

907-344-1921 e weonacorp@gci.net
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AIX Energy began compression at the KL
1-3 well in early 2019 and expects to
begin compression at the KL 1-1 well

“when required.” Although the company

has no drilling plans on the horizon, it is

evaluating a plan to connect KL 1-4 to the

system “to provide increased deliverability,
to provide redundancy to meet firm gas
sales obligations and to possibly increase
ultimate recovery.” The company is also
evaluating a plan to recomplete some of

the production wells at the field to provide

additional deliverability.

sibly increase ultimate recovery.”The company
is also evaluating a plan to recomplete some
of the production wells at the field to provide
additional deliverability.

The Kenai Loop field includes State of
Alaska, Alaska Mental Health Trust Office and
Cook Inlet Region Inc. leases.AIX Energy met
with CIRI representatives earlier this year to
discuss exploration opportunities, but the par-
ties have not announced any plans. @

Contact Eric Lidji at ericlidji@mac.com

AIX Energy LLC

COMPANY HEADQUARTERS:
2441 High Timbers Dr. 120,
The Woodlands, TX 77380

EXECUTIVE INVOLVED

IN ALASKA:

Ronald C. Nutt, chief
operating officer

EXECUTIVE INVOLVED

IN ALASKA:

Randy A. Bates, member
manager

TELEPHONE:
832-813-0900

TMI?
NO SUCH THING.
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ﬂ\ TEEL CO.

Since 1982

AVCG terminates unit

Full Line Steel and Aluminum Distributor
Specializing in low temperature steel

6180 Electron Drive
Anchorage, AK 99518

(907) 561-1188 www.alaskasteel.com

Kenai e Fairbanks

(800) 770-0969

STAY INFORMED. STAY AHEAD.

Petroleum News is a weekly oil and gas newspaper based in
Anchorage, Alaska. Subscribe now to the No. T source of oil
and gas news about Alaska and northern Canada.

SUBSCRIBE TODAY! 903-216-0364 PetroleumNews.com
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Challenges and opportunities
for Amaroq

Nicolai Creek making gradual comeback, but big threats remain

By ERIC LIDJI

For Petroleum News

he future of the Nicolai Creek unit will be decided by the
outcome of two pending threats and one possible opportu-
nity, according to operator Amaroq Resources LLC.

The company acquired the unit in early 2018, as part of the
bankruptcy proceedings of former operator Aurora Gas LLC.
(Amaroq Resources was previously known as Aurora Explo-
ration LLC but was unrelated to Aurora Gas, despite shared
names and histories.)

As a result of renewed investment through maintenance and
upgrade activities, Nicolai Creek production doubled during the
first year under the guidance of Amaroq. But the aging gas field
is perpetually in need of investment to re-
main economically viable.

In its 2020 plan of development for the
unit, Amaroq estimated that Nicolai Creek
would become uneconomic in late 2020 or
early 2021 without new investment.
Amaroq appears to have forestalled that
prediction but remains concerned about fu-
ture work.

The company removed that forecast
from its 2021 plan — a response to its in-
vestments.

The unit produced 92.881 million cubic feet of natural gas in
the year ending Aug. 31, 2020, with 69% coming from the Nicolai
Creek Unit No. 9 well and another 20% coming from the Nicolai
Creek Unit No. 11 well, according to Amaroq.

SCOTT PFOFF

Water conversion

Without a better method for disposing produced water, the
unit will soon become uneconomic, according to Amaroq. The
company approached the problem by converting the depleted
Nicolai Creek Unit No. 1B production well into a water disposal
well.

Nicolai Creek Unit No. 1B was drilled in 2002 as a sidetrack
of Nicolai Creek State No. 1A, which itself was a sidetrack of the
original Nicolai Creek State No. 1 well. The well had cumula-
tively produced some 581.5 million cubic feet by September
2019.

The company began the conversion process by testing the in-
jection potential of the well, followed by permitting activity to
oversee disposal work. The Alaska Oil and Gas Conservation
Commission issued a disposal injection order in late January
2020.

Amaroq converted the well during the spring and early sum-
mer. It deemed the well ready for injections by mid-June. The
company was installing surface injection facilities as of late Sep-

14 THE PRODUCERS

Amaroq
Resources, LLC

COMPANY HEADQUARTERS: Sugar Land, Texas

TOP EXECUTIVE: G. Scott Pfoff, president & CEO

ALASKA OFFICE: 406 West Fireweed Ln., Anchorage, AK 99503
TOP ALASKA EXECUTIVE: Lyle Savage, field operations manager
TELEPHONE: 907-240-8809

tember 2020, when it submitted its 2021 plan of development to
the state.

Under its proposal, Amaroq would inject non-hazardous
Class II waste from other Nicolai Creek wells into two zones in
the Tyonek between 2,307 and 2,370 feet measured depth. The
company would not accept similar wastes from other operators
in the area.

The company acquired surface injection facilities used at the
Aspen No. 1 well and relocated the infrastructure to the Nicolai
Creek well pad. The facilities are designed to handle approxi-
mately 200 barrels per day with maximum volumes of some 364
bpd.

The injections would void an estimated 34.2 million cubic feet
of remaining recoverable reserves in the Carya 2-1.2 sand. But
the company would still be able to access zones deeper in the
well in the future because of the geology and well design at the
unit.

In hearings for the disposal well, Amaroq estimated 1.8 bil-
lion cubic feet of proved reserves at the unit, of which some 1
billion was allocated to the Nicolai Creek Unit No. 10 well. That
well is expected to produce between 100 and 200 barrels of water
per day. The lack of a disposal option would threaten these
proved reserves, according to Amaroq.

Given the relationship between the two wells, Amaroq sus-
pended operations at NCU No. 10 until the water disposal issue
was resolved. According to AOGCC production records, the sus-
pension began in mid-2018 and remained in effect throughout
this past summer.

Amaroq said a gravel pack or rig workover might lead to in-
creased production.

The company attempted a coiled tubing cleanout in mid-2018,
leading some of the water production complications now being
addressed through the NCU 1B disposal project.

NCU No. 2 and No. 3

Amaroq shut-in the Nicolai Creek Unit No. 2 and Nicolai
Creek Unit No. 3 wells as a result of mechanical issues. Both
wells would require workovers to resume production.

The company restored the Nicolai Creek Unit No. 2 well to
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production in June 2020, following three years of inactivity. “The
well is produced from time to time, pressure permitting,” the
company wrote. According to AOGCC records, the well pro-
duced 1.867 million cubic feet over 20 production days in June;
then 599,000 cubic feet over 11 production days in July; and
561,000 cubic feet over eight production days in August.

The Nicolai Creek Unit No. 3 well is shut-in pending a coiled
tubing cleanout using 1.25-inch coiled tubing, which the com-
pany said is unavailable in Cook Inlet at the moment.

The Nicolai Creek Unit No. 9 and Nicolai Creek Unit No. 11
well have both been producing consistently following coiled tub-
ing operations in mid-2018 and mid-2019.

Bonding

The second threat is regulatory.

In its most recent plan, Amaroq said that an AOGCC proposal
to increase bonding requirements would harm the unit. “If the
operator is required to post a $2.4 million bond with AOGCC
pursuant to the newly established requirements, the field imme-
diately becomes uneconomic and is likely destined for cessation
of operations,” Amaroq wrote.

Earlier regulations to insure the cost of plugging and aban-
doning wells required operators to post a $100,000 bond for sin-
gle wells. The cost doubled to $200,000 to cover an entire
portfolio of wells in the state. The proposed increase would cre-
ate a graduated scale starting at $400,000 for one well and in-
creasing to $30 million for more than 1,000 wells.

The $2.4 million figure cited by Amaroq would cover the six
producing wells at the unit.

The proposal was especially troubling to smaller operators.
The AOGCC received reconsideration requests from six compa-
nies, including Amaroq. The AOGGC has only approved one of
those requests, reducing a proposed $1.6 million bond require-
ment at the AIX Energy Inc.-operated Kenai Loop field to an ear-
lier $200,000 bond requirement.

The AOGCC made the adjustment because the company had
a $950,000 deposit with the Alaska Mental Health Trust land of-
fice, in addition to its existing $200,000 bond.

Future investments

The big opportunity is geologic.

“Nicolai Creek Unit has tremendous upside potential for con-
ventional oil and gas, unconventional gas, and storage develop-
ment,” Amaroq wrote in its 2021 plan. “If the operator is
successful in attracting the additional investment dollars to pur-
sue any or all of these upsides, the field would likely remain in
operation for years to come.”

In particular, the company noted the potential of deep oil and
natural gas prospects at the Nicolai Creek unit. But it made no
plans to explore those prospects at any point in the near future.
Apache Alaska Corp. previously acquired rights to those
prospects and even acquired 3D seismic information over the
acreage in early 2012, before leaving the state.

In a plan of development before the bankruptcy proceedings,
Aurora Gas proposed a Nicolai Creek Unit No. 12 well targeting
deeper sands in the Beluga and Upper Tyonek, north of current
production. @

Contact Eric Lidji at ericlidji@mac.com
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BlueCrest eyes gas as oil declines

Cosmopolitan bas increasingly complex oil wells and an advancing gas project

By ERIC LIDJI

For Petroleum News

The recent uncertainties in economic markets — and in world
oil markets in particular — have favored gas over oil at the
Cosmopolitan unit for BlueCrest Alaska Operating LLC.

The company had been planning a series of remarkably com-
plex oil wells at its offshore Cook Inlet unit, located off the coast
of Anchor Point, in the southern Kenai Peninsula.

“With the development of the COVID Pandemic in early 2020
and the collapse in the oil markets, BlueCrest put its drilling
plans on hold,” the company wrote in its 2021 plan of develop-
ment, submitted to the state in late September 2020. “This pause
in drilling has allowed BlueCrest to advance

the evaluation of developing the offshore gas
reserves.”

For several years, BlueCrest has been de-
veloping Cosmopolitan using increasingly
complex well designs intended to improve
production while saving both time and
money.

Before the coronavirus, the local subsidiary

of the Dallas-based independent had been
working through the permitting process on a
proposed well with 24 distinct laterals.

The proposed well would have combined
three of its previously tested eight-lateral
“fishbone” wells into a single well. In the “tri-
dent” well, BlueCrest would drill one main
wellbore from the surface that would then
split into three subsurface “fishbone” wells.

The project is as much a regulatory chal-

J. BENJAMIN JOHNSON

lenge as a technical one. BlueCrest needs to
obtain 24 separate drilling permits from the
Alaska Oil and Gas Conservation Commis-
sion, not to mention a field-wide development plan intended to
obviate the need for requesting a series of spacing exemptions
for each of the individual lateral wells.

The AOGCC approved spacing exemptions for the H-13XX
well and its seven laterals in late February 2019 and issued
drilling permits in early March 2019. But in late July 2019, Princi-
pal Drilling Engineer Tom McKay wrote to the agency, can-
celling the drilling permit for the H-13 well “since we have no
current plans to drill this well at this time.”

In June 2020, the AOGCC approved updated pool rules for
the Cosmopolitan unit allowing BlueCrest to proceed with the
800-foot spacing of the fishbone design, provided that the com-
pany does not drill any wells within 500 feet of existing lease
boundaries.

In its 2020 plan of development, BlueCrest proposed drilling
at least one and possible two of these trident wells in 2020. But
by late September 2020, the company had yet to receive all its
necessary permits for the first well, let alone a second. In its 2021
plan, the company said that it had delayed the trident project in

JOHN M. MARTINECK
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Blue Crest Energy Inc.

COMPANY HEADQUARTERS: 1320 South
University Dr., Ste. 825,

Fort Worth TX, 76107

ALASKA REGIONAL ENTITY: BlueCrest Alaska Operating LLC
DIRECTOR INVOLVED IN ALASKA: J. Benjamin Johnson

TOP ALASKA EXECUTIVE: John M. Martinek, president
ALASKA OFFICE: 3301 C St., Ste. 202, Anchorage, AK 99503
TELEPHONE: 907-754-9550

EMAIL: john.martinek@bluecrestenergy.com

COMPANY WEBSITE: www.bluecrestenergy.com

response to economic conditions.

Instead, BlueCrest said it would “conduct some well work”
on the Hansen 1AL1 well over the coming year “to extend its
life.” The company also said it would “perform Hot Oil treat-
ments” on the H4, H12, H14 and H16A wells, “to maintain pro-
duction rates.”

All additional drilling plans are “dependent upon the current
market conditions.”

The case for fishbones

Despite its prior administrative challenges, BlueCrest believes
that the complex trident design is worth it, especially given the
inherent complexities of the Cosmopolitan field — an offshore
accumulation accessed from an onshore pad using directional
drilling.

“The fishbone wells achieve significantly more reservoir con-
tact and penetration than conventional wells, but we haven’t cal-
culated the incremental ultimate recovery; it is substantial,” CEO
and President J. Benjamin Johnson told Petroleum News in 2019.

“Each fishbone well contacts the same amount of reservoir
rock as seven-nine individual horizontal wells, and each trident
well should recover the same ultimate reserves as three fishbone
wells since the reservoir contact is the same,” Johnson said,
adding, “so, each trident well provides the same amount of
reservoir contact as 21-27 individual wells.”

And because each lateral builds off existing surface work, the
design saves time — as much as five months for each well, shav-
ing two years for an entire trident, Johnson said.

Trending toward complexity

The development of the Cosmopolitan unit has grown in
complexity year by year.

BlueCrest brought Cosmopolitan into production in early
2016 from a well drilled by former operator (and former partner)
Buccaneer Energy Ltd. Using its custom-built BlueCrest Rig No.
1, BlueCrest launched a solo development effort in November
2016.

The program began with the H-16 well and H-14 well. Even



those initial wells were complex by nor-
mal Cook Inlet standards. BlueCrest Rig
No. 1 accommodated wells extending
three miles out and then a mile-and-a-half
down to the reservoir and an additional
mile-and-a-half horizontally through the
sands, according to the company. The H-
16 well, for example, was a 22,810-foot
well targeting the Hemlock at 7,089 feet.

The company suspended the rest of its
five-well program proposed in early 2017,
in response to the state withholding be-
tween $75 million and $100 million explo-
ration tax credits.

In the interim, the company re-evalu-
ated its approach.

The following summer, in late July
2018, BlueCrest completed the H-12 well
in a “fishbone” design: a “spine” well
running through the Hemlock with seven
lateral “ribs” drilled every 800 feet up
through the Hemlock and Starichkof hori-
zons. These ribs drained to the spine well,
which then flows back to shore, where oil
is trucked to market.

The company repeated the design later
in the year by re-drilling the H-16 well.
The H-16A well also used the eight-well
fishbone design mimicking an 800-foot
spacing array.

COMPANIES

COOK INLET

According to the company, the fish-
bone wells are particularly well suited for
the rock formation at the unit. The consol-
idated nature of the geology allows well-
bores to remain open after drilling,
making hydraulic fracturing less effective

than the multilateral approach. The wells
“have been very effective in maximizing
the production from a given area.” The H-
16A well came online in December 2018
and accounted for 29% of oil production

continued on next page
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and 10% of gas production at the field as of October 2019.

Pleased with those results, BlueCrest drilled the H-4 well into
the southern end of the reservoir in early 2019. The well also had
the one-well/seven-lateral fishbone pattern.

The company brought the H-4 well online in March 2019. The
well accounted for 26% of oil production and 7% of gas produc-
tion at the field as of October 2019.

Crunching the numbers reveals the cumulative benefits of this
approach. BlueCrest has drilled only three wells at the unit, but
it's producing from 20 supplemental laterals. And, seen another
way, the company has only used five of the 20 slots at its drilling
pad.

The program has yielded large increases in oil production.
Cosmopolitan produced 1,356.7 barrels of oil per day on average
in the year ending July 2019, up from 526.8 barrels per day the
year prior. The unit produced 9.64 million cubic feet per day of
gas during that year, down considerably from 2.7 billion cubic
feet per day the year prior.

In its previous plan of development, submitted late Septem-
ber 2019, BlueCrest proposed a “trident” well design as a way to
further improve efficiency at the unit.

What about gas?

While oil remains the immediate focus at the Cosmopolitan
unit BlueCrest has been intrigued by the potential of a distinct
natural gas field over the oil accumulation.

The company discovered the gas field in 2013, with its initial
offshore exploration drilling in the area. The field would require

an offshore platform or a jack-up rig.

“We have a large gas resource, proven; it's been tested, but it's
expensive to develop,” Johnson said. “We're just waiting to see
what the market looks like.”

The natural gas deposit consists of coalbed methane that has
migrated into the Tyonek formation, which lies above all the oil
zones in the unit, according to Johnson.

As a result of the delays brought about by the coronavirus
and the resulting economic upheavals, BlueCrest also addressed
a different natural gas issue by commissioning a mechanical re-
frigeration unit, MRU, at the unit.

The MRU allows BlueCrest to meet Alaska pipeline quality
standards by reducing the dew point of produced natural gas
produced in its existing oil stream. The unit removes propane,
butane and other liquids not desired for Alaska distribution. The
unit can process as much as 35 million cubic feet per day.

“We’re not sure exactly what its origin is, but (the natural gas
is) intermixed within the oil zones, and so, one way or another it
has absorbed natural gas liquids,” Johnson told Petroleum News
in late September 2020. “Some of our oil wells initially will pro-
duce a lot of gas,” he added. “We have one well that — we were
never able to open it up because we didn’t have a MRU that
could handle its gas rate — it probably would have made 17 mil-
lion a day.”

The MRU was designed to handle all gas-related needs from
existing oil production and could perhaps also handle any addi-
tional needs from the proposed offshore development, which is a
much drier gas. ®

Contact Eric Lidji at ericlidji@mac.com
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Despite pandemic setbacks,
ConocoPhillips advances

The decades-long westward march continues for Alaska’s reliable producer

By ERIC LIDJI

For Petroleum News

ConocoPhillips Alaska Inc. has generally
been a predictable operator.

Over the past generation, the local subsidiary
of the large Houston-based independent has
been gradually and diligently advancing west-
ward across the central North Slope.

The company operates the Kuparuk River RYAN LANCE

unit, the Colville River unit and the Greater

Mooses Tooth unit. Each of these has built upon existing infrastruc-
ture to carry North Slope development farther west. (The plans for
the undeveloped Bear Tooth and Willow projects continue the
trend.)

And while long lead times for Alaska projects generally pro-
tect the state from the full impact of short-term crises, the uncer-
tainties around the coronavirus pandemic made it hard to
predict what work ConocoPhillips would undertake at those

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

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

Combining safety and environmental excellence with greater efficiency means
CDR2-AC can deliver the high value results customers have come to expect from
Alaska’s premier drilling contractor.

Learn more about Nabors’ new
drilling technologies at:

WWW.NABORS.COM
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Houston, Texas

TOP ALASKA EXECUTIVE: Ryan Lance

ALASKA SUBSIDIARY: ConocoPhillips Alaska

TOP ALASKA EXECUTIVE: Joe Marushack, president
ConocoPhillips Alaska

ALASKA OFFICE: 700 G St., Ste. 1950, Anchorage, AK 99501
PHONE: 907-276-1215

COMPANY WEBSITE: www.conocophillipsalaska.com

three units this year.

The company submitted its Colville River unit plan of develop-
ment in March, just as the pandemic was upending American life.
By the time the company submitted its Kuparuk River unit plan of

continued on next page
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CONOCO continued from page 19

development in early May, it had added pan-
demic-related disclaimers.

In between those two releases, the company
made two major operational decisions.

In early April 2020, it demobilized its North
Slope rig fleet. The move was a way to reduce on-
site personnel in response to the fast spread of
COVID-19 in North America.

And toward the end of the

month, the company an-
nounced that it would be cur-
tailing North Slope oil
production by 100,000 barrels
per day for the month of June,
in response to low prices as
economic shutdowns lead to a
decline in the global demand

for oil.

The company returned to
normal operations in July 2020.

When it reported quarterly earnings figures in
late July 2020, it said actual curtailments had been
about 40,000 barrels per day from the Kuparuk
River and Colville River units.

But the disruptions of this year (and perhaps
next year, as well) will likely mean little to the
ongoing trends at its North Slope properties.

JOE MARUSHACK

continued on page 22
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CONOCO continued from page 20

ConocoPhillips is working to extract additional production from the
aging Kuparuk River unit, expand production on two fronts at the
Colville River unit and study initial production results at Greater
Mooses Tooth. A small but significant sign of optimism: in its Ku-
paruk River plan, the company mentioned infrastructure upgrades
intended to support 25 additional years of operations.

The Kuparuk River unit

With the Kuparuk River unit already deep into its mature phase,
oil production mostly depends on the extensiveness of develop-
ment drilling, the diligence of well maintenance and workover ac-
tivities, and the sophistication of enhanced oil recovery efforts. Even
so, ConocoPhillips has continued to find new opportunities by step-
ping out at the western edge of the unit and by developing viscous
oil resources at the eastern edge of the unit.

The second-most productive unit in Alaska produced an average
of 102,690 barrels per day in 2019, down 7% from an average of
110,500 bpd in 2018, according to the most recent plan of develop-
ment for the unit, covering 2019. ConocoPhillips reported declining
production at the main Kuparuk oil field and at three of its four
satellite fields (Meltwater, Tarn and West Sak). Production increased
at the Tabasco satellite field.

Unusually, the company provided few firm drilling or workover
commitments for the current development year in the plan of devel-
opment it submitted to state officials on May 1. The omission is a
nod to the uncertainties caused by the COVID-19 pandemic.

KRU: Kuparuk field

ConocoPhillips is developing the main Kuparuk oil field from
878 active wells — 506 producers and 372 injectors — at 46 drill
sites (of which 14 also produce from satellites).

Oil and natural production are declining. The field produced
73,000 barrels of oil per day in 2019, down 7.5% from 79,000 bpd in
2018. It also produced 143 million cubic feet of natural gas per day
in 2019, down 22% from 184 million cfpd in 2018.

Those declines came as drilling and enhanced oil recovery activi-
ties increased.

A 22-well coiled tubing drilling program in 2019 accounted for
some 2,100 bpd of peak gross incremental oil production. By com-
parison, a 12-well coiled tubing drilling program in 2018 accounted
for some 3,300 bpd of peak gross incremental oil production.

The program was spread across the field, but it included a five-
well cluster at Drill Sites 1R and 1G targeting the West Sak field. The
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wells were also geologically diverse, with six targeting the A Sand,
10 targeting the C Sand and one targeting both the A and C sands.

The company also completed five rotary wells in 2019 — three
producers and two injectors — but did not provide production esti-
mates. The rotary program included three wells from Drill Site 2M
and two wells from Drill Site 3G. Non-rig well work added some
8,000 bpd in 2019, compared to 11,500 bpd attributed to similar proj-
ects in 2018.

According to Alaska Oil and Gas Conservation Commission
records, ConocoPhillips drilled 14 wells and laterals at the Kuparuk
River unit through July 2020 — all before submitting its plan. The
current development plan covers the year ending July 31, 2021.

ConocoPhillips began importing natural gas liquids from the
neighboring Prudhoe Bay unit in September 2018 to blend with nat-
ural gas to create miscible injection.

The outside NGL supplies allowed the company to increase its
enhanced oil recovery program at the Kuparuk field at Drill Sites
1B, 1C, 1D, 1E and 2C and to initiate EOR at other sites connected
with Central Processing Facility 2. The company switched to field-
wide miscible injection in October 2019, which allowed it to conduct
EOR activities at drill sites connected with Central Processing Facil-
ity 1 and Central Processing Facility 3.

The Kuparuk field received an average of 83 million cfpd of mis-
cible injection in 2019, accounting for some 7,700 bpd. By compari-
son, the company logged some 9,400 bpd of increased production
from an average of 64 million cfpd of miscible injection in 2018.

“Alternative EOR opportunities for Kuparuk are being explored,
with laboratory investigation and field testing of promising meth-
ods to recover additional resources that are currently considered
residual oil,” the company wrote in its plan of development.

CONOCOPHILLIPS ALASKA INC.



The biggest area of growth at the Ku-
paruk River unit is the Nuna Moraine inter-
val, in the northwest corner of the unit.
ConocoPhillips has been testing wells in the
area for years, but it gained additional as-
sets following the acquisition of the nearby
Nuna prospect.

The company conducted a two-well pilot
project in late 2018 with the 35-611 and 3S-
612 producer-injector pair and expects to
drill two follow-up wells at some point in
the future.

In August 2020, ConocoPhillips asked
the state Division of Oil and Gas to expand
the Kuparuk River Torok oil pool to include
the leases in the recent Nuna acquisition.

KRU: West Sak

ConocoPhillips is developing the West
Sak satellite from 117 active wells — 55 pro-
ducers and 62 injectors — at 10 drill sites:
1B, 1C, 1D, 1E, 1G, 1H, 1], 1R, 3K and 3R.

Oil and natural production are declining
at West Sak. The field produced 21,700 bpd
in 2019, down slightly from 22,700 bpd in
2018. The field also produced 12.7 million
cfpd of natural gas per day in 2019, down
some 14% from 14.8 million cfpd in 2018.

The company completed a five-well
coiled tubing drilling development program
at West Sak in 2019. The program included
two producers and one injector at Drill Site
1R and one producer and one injector at
Dirill Site 1G — all single laterals targeting
the B Sand.

For the coming development year end-
ing July 31, 2021, the company is planning a
five-well program at Drill Site 3R. The pro-
gram includes the 3R-105 dual lateral and
the 3R-107 dual lateral. The program would
eventually expand the drill site to include as
many as nine new wells, requiring the for-
mation of a new North West Sak participat-
ing area.

In its latest plan, ConocoPhillips had
plans to extend viscosity reducing water al-
ternative gas, or VRWAG, injections at cer-
tain TH North East West Sak wells in
mid-2020.

KRU: Meltwater

ConocoPhillips is developing the Melt-
water satellite from 17 active wells — 10
producers and seven injectors — at Drill
Site 2P, which also produces from the main
Kuparuk field.

Oil and natural production are declining
at Meltwater. The field produced 450 bpd in
2019, down 35.7% from 700 bpd in 2018.
The field also produced 7 million cfpd of
natural gas per day in 2019, down nearly

NORTH SLOPE

In its most recent plan of development,
the company said it would drill as many
as 21 development wells across the
Coluville River unit in 2020 and into the
first quarter of 2021, although the
company asked the state not to release the
locations of those wells.

34% from 10.6 million cfpd in 2018.

To address rising gas-to-oil ratios attrib-
uted to injection practices, ConocoPhillips
switched the field to water flooding in mid-
2019. Without the change, several wells
would have become uneconomic, according
to the company. The water-only injections
followed six months of miscible injections
and almost a decade of gas only injections.

“It is expected that it will be at least years
before the producers start to observe the
benefit of water injection,” the company
wrote in its current plan of development.

KRU: Tabasco

ConocoPhillips is developing the
Tabasco satellite from eight active wells —
five producers and three injectors — at Drill
Site 2T, which also targets the Kuparuk
field.

Qil production increased at Tabasco. The
field produced 1,390 bpd in 2019, up 13.6%
from 1,200 bpd in 2018. Natural gas produc-
tion declined. The field produced 170,000
cfpd per day in 2019, down more than 43%
from 300,000 cfpd in 2018.

The increase is likely the result of several
maintenance projects completed in 2019.

ConocoPhillips converted the 2T-209
producer to injection about seven years after
the well was suspended. The company re-
turned the 2T-203 and 2T-218 producers to
production in early 2019 following repairs
to their electric submersible pump motors.

KRU: Tarn

ConocoPhillips is developing the Tarn
satellite from 56 active wells — 39 produc-
ers and 17 injectors — at Drill Sites 2L and
2N, which also both target the Kuparuk
field.

Oil and natural production are both de-
clining at Tarn. The field produced 6,150
bpd in 2019, down slightly from 6,900 bpd
in 2018. The field also produced 6.1 million
cfpd of natural gas per day in 2019, down
more than 50% from 13.2 million cfpd in
2018.

The Colville River unit

ConocoPhillips is planning a consider-
able increase in development drilling at the
Colville River unit this year, as well as on-
going work toward two expansion opportu-
nities.

The company currently develops the
unit from four pads targeting seven partici-
pating areas. But forecasts have always en-
visioned additional pads, to accommodate
expansion.

In its most recent plan of development,
the company said it would drill as many as
21 development wells across the Colville
River unit in 2020 and into the first quarter
of 2021, although the company asked the
state not to release the locations of those
wells.

According to AOGCC records, the com-
pany had completed nine wells and laterals
through the first six months of 2020 (as well
as a well-and-lateral pair completed in the
final weeks of 2019). The wells were com-
pleted largely in the first quarter of the year,
before complications from the coronavirus
emerged. The completed wells were located
at the CD4 and CD5 pads. Several other per-
mitted wells have not yet been completed.

continued on next page
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The company drilled five wells at the unit in 2019. The program
included three multilaterals and a horizontal well at CD5 targeting
Alpine and a slant well at CD2 targeting Fiord West. The company
postponed three planned CD5 wells over rig scheduling delays and
cancelled a fourth by combining it with an existing well. The com-
pany also postponed two planned CD4 wells “due to rig optimiza-
tion decisions.”

ConocoPhillips is progressing two important expansion projects
at the unit.

Work on the CD2X expansion project last year added 21 well slots
and converted six existing well slots at the CD2 pad, giving the com-
pany 27 well slots for extended reach drilling activities. The project
would support the new Fiord West Kuparuk satellite.

The company received an AOGCC drilling permit for the CD2-
310 well in mid-August 2020, the first drilling permit issued for the
company at the unit since early May 2020.

The second project targets the Narwhal prospect in the south of
the unit. Following many regulatory disputes, the state approved the
expansion in August 2017, subject to certain conditions. The expan-
sion incorporated the formerly named Putu prospect into the unit.

To meet the initial conditions required by the state, Cono-
coPhillips drilled the Putu No. 2 and Putu No. 2A wells and made a
$3 million bonus bid replacement. The company also drilled four ap-
praisal wells — CD4-595PH1, CD4-595, CD4-594PH1 and CD4-594
— beyond its work commitments “to better understand the reservoir
and to test the technical feasibility of extended reach drilling at shal-
low depth,” according to the company.

The next round of commitments requires ConocoPhillips to either
pay $4 million to the state and submit a plan detailing efforts to ei-
ther bring the leases into sustained production or it must voluntarily
contract the leases. The company chose the former.

While the company had initially intended to access the area from
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its existing CD4 pad using extended reach wells, the CD4-594 and
CD4-595 wells “stretched the limits” of serviceable extended reach
drilling at shallow depths, according to ConocoPhillips.

To reach Narwhal, the company is now designing a CD8 gravel
pad connected by road to the CD4 pad. CD8 would support be-
tween 20 and 40 new development wells, depending on modeling.
The company expects CD8 production no sooner than 2025.

A CD4-597 injector well in late 2020 or early 2021 would complete
the intended pattern of pilot project drilling, allowing the company
to better design well spacing and facility design for the pad. Other
drilling might be conducted for other engineering purposes.

CRU: Alpine

The Alpine pool is the largest producing field at the Colville River
unit.

ConocoPhillips completed initial development drilling at the field
in November 2005 from the CD1 and CD2 pads and switched to pe-
ripheral opportunities. The startup of the CD5 pad in late 2015 pro-
vided additional opportunities to produce from the pool.

The Alpine pool includes two participating areas: Alpine and
Nanuq Kuparuk. The Alpine participating area is currently being de-
veloped from 156 wells — 82 producers, 72 injectors, and two dis-
posal wells in the Ivishak. The Nanuq Kuparuk participating area is
currently being developed from 13 wells — six producers and seven
injectors.

In the coming year, the company is planning an undefined coiled
tubing drilling program at the Alpine field using laterals to target
areas between existing producers. The company is also planning a
rotary program at Alpine including three producers and six injectors.

Within the Nanuq Kuparuk sand, the company is planning to use
an extended reach drilling rig in early 2021 to access opportunities to
the west of the CD5-316 well.

Oil production is declining at the pool. The Alpine participating
area produced 34,900 barrels of oil per day in 2019, down from

CONOCOPHILLIPS ALASKA INC.
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37,100 bpd in 2018. The Nanuq Kuparuk participating area pro-
duced 10,000 bpd in 2019, down from 12,600 bpd in 2018. The com-
bined pool has produced 504.4 million barrels of oil cumulative since
start up.

CRU: Fiord

ConocoPhillips is not planning any new development wells at the
Fiord pool in the coming cycle, although it is considering as many as
five sidetracks at the Fiord Nechelik participating area and one
workover project in the Fiord Kuparuk participating area.

The company drilled the CD2-162 slant well in early 2019 target-
ing the Fiord West Kuparuk reservoir, near planned extended reach
well locations. The pilot well was designed to provide information to
support future extended reach drilling activity but was suspended
before reaching its target after its bottom hole assembly became
stuck.

The company is now planning as many as four additional slant
pilot wells over the coming development cycle. The wells would
also support future development activities.

The Fiord pool is currently developed from 23 wells at Fiord
Nechelik — 13 producers and 10 injectors — and six wells at Fiord
Kuparuk — three producers and three injectors.

The Fiord Nechelik participating area produced 4,800 bpd in
2019, down from 5,500 bpd in 2018. The Fiord Kuparuk participating
area produced 400 bpd in 2019, equal to 2018. The Fiord pool has
produced 73.3 million barrels of oil cumulatively since start up.

CRU: Nanuq and Qannik

ConocoPhillips is planning no new development wells at the
Nanugq pool, but it expects to finish two coiled tubing drilling side-
tracks from CD4 in the coming development year.

The company is currently developing the Nanuq pool from 10
wells — six producers and four injectors — at the Nanuq participat-
ing area. The Nanuq pool produced 1,400 bpd in 2019, down from
1,200 bpd in 2018. Cumulative oil production is 5.2 million barrels.

The company completed the CD4-499 horizontal production well
into the Qannik pool in late 2019 and early 2020. The well targeted
an opportunity to the east of the existing CD2 development. The
company may drill an offset injector in the coming development
year.

The company is developing the Qannik pool from nine wells —
six producers and three injectors — at the Qannik participating area.
The Qannik pool produced 1,700 bpd in 2019, down from 1,600 bpd
in 2018. Cumulative oil production is 7.7 million barrels.

The Greater Mooses Tooth unit

The Greater Mooses Tooth unit is practically an extension of the
Colville River unit, although administrated independently and over-
seen by a different land manager.

ConocoPhillips first announced the possibility of a development
in the area in the early days of the Alpine project. But the GMT proj-
ect was dependent on the CD5 pad, which crossed the Nigliq Chan-
nel of the Colville River, opening western leases to development.

The 11.8-acre GMT-1 drilling pad is the first commercial develop-
ment in the National Petroleum Reserve-Alaska, overseen by the
U.S. Bureau of Land Management. The pad is also the hub for future
ConocoPhillips development projects in the region, including the
GMT-2 pad and the Willow prospect at the unit, and the Bear Tooth
unit to the north.

ConocoPhillips brought the 33-well pad online in mid-2018 with

sustained oil production beginning in October 2018. The unit pro-
duced approximately 10,646 barrels per day in its first year. But pro-
duction volumes began falling in late 2019. Over the year ending
June 1, 2020, the most recent available information, production was
down to 6,532 bpd.

ConocoPhillips is currently developing the unit from three pro-
duction wells — GMTU MT6-03, GMTU MT6-05 and GMTU MTé6-
06. The wells have been producing unequally, although parity
appears to be underway. Of the 95,452 barrels of oil produced at the
unit in June 2020, 74% came from GMTU MT6-05, 22.6% came from
GMTU MT6-03 and 3.2% came from GMTU MT6-06. By compari-
son, in July 2019, the wells accounted for 86.7%, 12.2% and 1.1%, re-
spectively.

ConocoPhillips expected better results for its initial drilling cam-
paign but said no remediation is planned at the moment. The com-
pany is using the result of the project to inform its ongoing work at
the GMT-2 pad. GMT-2 is targeting a different reservoir.

Last year, ConocoPhillips finished processing an 810-square mile
seismic program covering much of the unit. The results will guide
future exploration and development.

The GMT-2 pad is currently under construction, with pipeline in-
stallation planned for earlier this year. The company expects major
administrative work with the Alaska Oil and Gas Conservation
Commission this fall, with start-up planned for late 2021.

At the Bear Tooth unit to the north of Greater Mooses Tooth,
ConocoPhillips is planning a four-well exploration program this
year but no development work as of yet. At the nearby Willow proj-
ect, the BLM recently released a final EIS for the proposed project. ®

Contact Eric Lidji at ericlidji@mac.com
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Eni operating neighboring
nearshore units

Italian company overseeing the Oooguruk unit and the NikRaitchuq unit

By ERIC LIDJI

For Petroleum News

he fates of the Nikaitchuq and Oooguruk units have long
been intertwined.

Both prospects were discovered during related exploration ef-
forts at the turn of the 21st century. In the years since, operators
of both units have faced similar challenges, arising from the
complications of working on nearshore
prospects in the Arctic Ocean. The solu-
tions brought to bear at one unit have
often informed decision making at the
other.

But the units are now more inter-
twined than at any point in their produc-
ing lives. After being a minority partner
at Oooguruk for its entire existence as a
producing field, Eni US Operating Co.
Inc. is wrapping up its first year as the
operator of the neighboring units.

ROBERT PROVINCE

Oooguruk

In its first year as operator of Oooguruk, the American sub-
sidiary of the Italian major Eni Petroleum was hampered by a se-
ries of external factors, mostly arising from the impact of the
coronavirus pandemic on the Alaska oil industry, and the North
Slope in particular.

The proration of the trans-Alaska oil pipeline and the curtail-
ment of the gas handling capacity at the Kuparuk River unit cre-
ated secondary problems at Oooguruk. The unit produced 8,700
barrels of oil per day in March 2020 and just 6,300 bpd in May
2020.

Prompted by those infrastructure challenges and by the
broader economic conditions of falling oil prices and declining
demand, Eni deferred its original plans to conduct several
workover projects in 2020 in advance of resuming the drilling of
new wells at the unit in 2021. The company instead performed
15 maintenance and repair projects on 10 wells.

The company also undertook a range of other maintenance
activities, including a gas debottlenecking project responsible for
“several hundred” barrels per day of production.

Even with economic conditions now improving, Eni is hesi-
tant to resume activities. The company is not planning drilling
or workover projects for the coming development year, running
through September 2021, although it is planning two well main-
tenance projects.

Further down the road, the company is evaluating two ap-
praisal wells — ERD-N01 and ERD-N02 — on leases outside ex-
isting participating areas. The program would test the
productivity and quality of oil on three leases beyond the reach
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of existing drilling but within the technical limitations of drilling
technology from its offshore drilling pad.

Some of the challenges at Oooguruk this year are an extreme
version of an ongoing challenge at the unit. The lack of inde-
pendent infrastructure at the unit has forced previous operators
to rely on infrastructure operated by neighboring Cono-
coPhillips.

ARCO Alaska Inc. discovered Oooguruk in 1992, and inde-
pendent Armstrong Oil & Gas Inc. delineated the “Northwest
Kuparuk” prospect in the early 2000s. Through a series of deals,
Texas-based Pioneer Natural Resources Alaska LLC acquired a
70% interest and became operator of the unit, with Eni acquiring
the remaining 30% interest.

After just five years of work, Pioneer brought the nearshore
Oooguruk unit into production in June 2008, becoming the first
independent producer on the North Slope.

In late 2013, after optimizing completion techniques at the
unit and expanding the resource with a large discovery to the
south called the Nuna prospect, Pioneer sold the Oooguruk unit
to the independent company Caelus Natural Resources Alaska
LLC.

Caelus was a smaller company with a history of short-term
projects. The company announced major plans and even sanc-
tioned the Nuna project. But when prices dropped in 2016, the
company suspended regular operations and deferred develop-
ment work. The company eventually sold its stake in Oooguruk
to its partner Eni Petroleum in mid-2019.

Pioneer made a strategic decision to use facilities at the Ku-
paruk River unit rather than bear the expense of building inde-
pendent facilities at Oooguruk. It occasionally struggled with the
lack of control created by that decision, as did Caelus in its years
as operator.

Eni recently launched a study to gauge the feasibility of in-
stalling partial gas processing facilities at the Oooguruk Tie-in
Pad to avoid those Kuparuk River unit constraints. The com-
pany also launched a study looking at the possibility of connect-
ing the power generation systems at Oooguruk and Nikaitchug,
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to improve efficiency at both units.

Oooguruk produces from three horizons: the Oooguruk-Ku-
paruk participating area, the Oooguruk-Nuiqsut participating
area, and the Oooguruk-Torok participating area.

The unit produced 3,023,150 barrels of oil (approximately
8,282 barrels per day) in 2019 and 1,476,908 barrels (approxi-
mately 8,114 barrels per day) in the first half of 2020.

Nikaitchuq

Eni completed some of its work plan at Nikaitchugq early in
the development year.

Before suspending operations, the company drilled the SP03-
NE2 producer and the dual-lateral producers SP03-NE2 L1 and
SP10-FN1 L1 from the Spy Island drilling site.

The original three-well program planned for the unit in-
cluded a different slate of wells: the SP03-FN6 producer and the
S102-SE6 and SI06-FN8 water injection wells.

The SP03-NE2 project began with the SP03-NE2 PH pilot hole
to the northwest to evaluate the prospect. Positive results led to
an expansion of drilling plans for the area.

The workover campaign included projects at the SP12-SE3
producer, SP04-SE5 producer and SD37-DSP01 disposal well at
the Spy Island drill site and the OP05-06 producer, OP17-02 pro-
ducer and OP22-WWO03 water well at the Oliktok Point drilling
pad.

The company subsequently cold-stacked Doyon Rig 15 and
Nordic Calista Rig 4 but is evaluation electrical submersible
pump replacements projects in early 2021.

As with some other companies, the suspension of drilling

continued on page 33
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Exxon following two paths
at Point Thomson

The longtime Alaska player is pursuing AGDC project and new Qilak project

By ERIC LIDJI

For Petroleum News

For the past 43 years, the Point Thomson unit has been widely
viewed as one of the saviors of the North Slope basin: a
major field with resources that could help the State of Alaska
shift from an oil-based economy to an industrial economy based
on natural gas.

But to date, the story of the unit has been one of future promise.

Its first 35 years were consumed by inactivity and then by regu-
latory and legal debates between the State of Alaska and operator
ExxonMobil Alaska Production Inc. Then came four years of con-
struction, eventually leading to sustained pro-
duction in early 2016.

Even with that milestone, Point Thomson is
far from its full potential — an opinion held by
ExxonMobil, the State of Alaska, nearby lease-
holders, and the oil patch generally.

The Point Thomson unit is currently produc-
ing between 9,000 and 9,500 barrels per day of
condensate. That is a shortcoming by two im-
portant measurements. First, it is below the
10,000 barrel per day minimum required by a
settlement agreement with the state.

Second, condensate is not the ultimate goal of the unit. Point
Thomson contains 8 trillion cubic feet of natural gas — a quarter of
the known, recoverable resources on the North Slope. Those re-
sources are currently constrained by the lack of a viable route to
market.

The current Point Thomson Initial Production System produces
natural gas entrained with condensate from the PTU-17 well. The
natural gas is removed from the stream and injected back into the
field using the PTU-15 and PTU-16 wells. The condensate is
shipped through the Point Thomson Export Pipeline to the trans-
Alaska oil pipeline. The system is designed to cycle as much as 200
million cubic feet of natural gas per day.

The unit produced 5,200 barrels per day during the 18 months
ending July 31, 2019 — an average taken from various high and low
swings. The unit hit a peak of 10,700 barrels per day in December
2018, exceeding the minimum rate required by the settlement.

During the same period, the unit produced 95.9 million cubic
feet of natural gas per day, cycling 93 million back into the field.
(The remaining 2.9 million cubic feet was used as field gas to sup-
port operations at the unit.) As with condensate production, aver-
age daily natural gas production peaked in December 2018, with
199.4 million cubic feet per day.

At issue are the extreme pressures found at the field. Accord-
ing to Exxon, the gas injection equipment has struggled in recent
years, leading the company to work with its manufacturer on im-
provements. The first of those new components was installed in
July 2019. The company said that it expected the remaining com-

DARLENE GATES

ExxonMobil Corp.

COMPANY HEADQUARTERS: Irving, Texas

ALASKA OFFICE: 3301 C St., Ste. 400, Anchorage, AK 99503
PHONE: 907-561-5331

TOP ALASKA EXECUTIVE: Darlene Gates, President,
ExxonMobil Alaska

COMPANY WEBSITE: www.exxonmobil.com

The current Point Thomson Initial Production System produces
natural gas entrained with condensate from the PTU-17 well.
The natural gas is removed from the stream and injected back

into the field using the PTU-15 and PTU-16 wells.

ponents to arrive this year.

Next steps

The 2012 settlement proposed three possible paths for Point
Thomson after the start-up of the Initial Production System. Exxon-
Mobil could either sanction a major gas sale by 2016, expand lig-
uids production to 30,000 barrels per day by 2019, or integrate Point
Thomson into the Prudhoe Bay unit by shipping gas supplies to im-
prove oil recovery.

To date, none of those have occurred.

ExxonMobil insists that a major gas sale is the best of all possible
options. Its most recent plan of development touts various efforts
toward that goal in recent years. Even so, those efforts have not
been enough to justify the sanctioning of the multibillion-dollar
project.

A 2017 settlement allowed ExxonMobil to expand condensate
production or to integrate the unit with Prudhoe Bay. ExxonMobil
preferred the latter option but was delayed by the need for reaching
a commercial agreement with the owners of the Prudhoe Bay unit.

In a September 2018 agreement, Alaska Department of Natural
Resources Commissioner Andy Mack deferred the 2019 deadline
for expanding liquids production while ExxonMobil was advanc-
ing the Alaska LNG project to bring gas to market. Whenever the
project reaches a final investment decision or the state determines
that the project has stalled, the Point Thomson owners will have 30
months to advance or will lose acreage.

ExxonMobil is involved in two possible projects to bring North
Slope gas to market. The first is the Alaska LNG project being over-
seen by the Alaska Gasline Development Corp.

Under its previous plan of development, covering 2018 and
2019, ExxonMobil worked with the public corporation on financial

continued on page 33
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ENI continued from page 27

activities allowed Eni to complete some maintenance activities
that would have required a temporary shutdown.

Even so, the company is planning a summer 2021 turn-
around at Nikaitchuq to coincide with a planned turnaround
at the Kuparuk River Unit Central Processing Facility 2.

But the shutdown of regional infrastructure impacted
Nikaitchuq production.

The unit produced 19,400 barrels per day between Septem-
ber 2019 and May 2020 but only 17,100 barrels per day during
the month when throughput on the trans-Alaska oil pipeline
was prorated. Production returned to 20,000 barrels per day in
early June.

Eni also added six well slots to one of its drilling pads to ac-
commodate the proposed NN02 exploratory well and as many
as four additional Nikaitchuq wells. The company delayed the
project after partner Shell declined to participate in the project.
Eni subsequently received permission from federal authorities
to suspend operations for two years, until April 2022.

In its plan for the current development year, running
through September 2021, the company proposed no new
drilling and said it would perform workovers as needed.

“Eni reports the global COVID-19 pandemic and subse-
quent global oil demand and price impact has temporarily
curtailed planned drilling activity in the 2020 (Plan of Devel-
opment),” Eni wrote. “Actual activities may change as condi-
tions improve.”

Nikaitchuq produced 6,772,787 barrels of oil (approxi-
mately 18,555 bpd) in 2019, compared to 3,489,408 barrels (ap-
proximately 19,172 bpd) in the first half of 2020.

Eni acquired the Nikaitchugq leases through purchases in
2005 and 2007, sanctioned a $1.45 billion development pro-
gram in January 2008, and brought the unit into production in
early 2011. The company completed its initial onshore Oliktok
Point pad drilling program in 2012 and shifted to continuous
drilling at the offshore Spy Island drill site. ®

Contact Eric Lidji at ericlidji@mac.com

EXXONMOBIL continued from page 29

and technical matters related to the project.

Alaska LNG received a final environmental impact statement
from the Federation Energy Regulatory Commission in March 2020,
a milestone years in the works. The Alaska Gasline Development
Corp. later received a final order from federal regulators.

The Alaska Gasline Development Corp. is now looking for a pri-
vate sponsor who could take over the $38.7 billion project to build a
large diameter pipeline through the state to a new liquefaction facil-
ity in Nikiski. The goal is to step back sometime later this year.

ExxonMobil is also pursuing a second possibility for marketing
Point Thomson supplies.

In October 2019, the company signed an agreement with Qilak
LNG Inc. to supply at least 560 million cubic feet per day of natural
gas to a newly proposed LNG project.

The gas supplies from Point Thomson would be used for Phase 1
of the Qilak LNG 1 Project, a proposed $5 billion nearshore lique-
fied natural gas facility that the Alaska subsidiary of Lloyds Energy
of Dubai wants to build near Flaxman Island. Qilak LNG is looking
to ship between 4 million and 6 million tons of LNG per year to cus-
tomers in the Indo-Pacific region as soon as 2025 or 2026, using a
fleet of icebreaking LNG tankers.

The full vision for the project would require additional produc-
ers. “The agreement at the moment is exclusively with Exxon; once
we're able to talk to Hilcorp, once they take over the BP interests,
then we hope to have enough gas to increase that to at least 6 mil-
lion tons,” Qilak President and COO David Clarke told Petroleum
News at the time.

Hilcorp later closed on its acquisition of the remaining BP Explo-
ration (Alaska) Inc. holdings on the North Slope, assuming 32% in-
terest in the Point Thomson unit.

Qilak is now conducting an extensive feasibility study including
preliminary permitting work this year with the goal of reaching a
final investment decision sometime in 2021.

The Qilak project is smaller and cheaper than the state-backed
Alaska LNG project. The advantage, according to Qilak, is cost. Ac-
cording to its figures, the Alaska LNG Project would cost some

$2,150 per ton of LNG while the Qilak project would cost about
$1,250 per ton of LNG. Given that the distance to Tokyo is roughly
the same for both projects, the cost of Alaska-based infrastructure is
a major factor for determining LNG prices. ®

Contact Eric Lidji at ericlidji@mac.com
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Finnex takes the reigns at Mustang

BRPC brought field online after seven years of work, but challenges persisted

By ERIC LIDJI

For Petroleum News

he story of the Mustang field has been one of frustration and
persistence. It is the frustration and persistence specific to
small independent companies on the North Slope.

Finnex LLC recently assumed control of the initial develop-
ment of the South Miluveach unit, located in the fairway between
the Kuparuk River unit and the Colville River unit. The company
is currently working with its partners on a “recovery plan” to re-
sume development work stalled by financial challenges.

Although the future of the project appears to belong to Finnex,
the history of the project to date belongs mostly to Brooks Range
Petroleum Corp.

The small independent company spent eight years looking for
the right North Slope play before eventually drilling the North
Tarn No. 1A discovery well in 2012. The resulting Mustang field is
estimated to hold some 21.2 million proven barrels of oil in place.

BRPC then spent the next seven years responding to a series of
technical, economic, political and logistical complications at the
Mustang field. While some of those complications were inherent
to the field and to the company, others were external, such as the
crash in oil prices in 2014, as well as the 2017 veto by Gov. Bill
Walker of previously approved oil and gas tax credits designed to
offset exploration expenses.

With the start of commercial production on Oct. 30, 2019, BRPC
became the first small independent oil company in Alaska history
to bring a North Slope field from discovery to production. The
company conducted an extended production test from its North
Tarn 1A well using its temporary processing facilities and ex-
ported oil to the Alpine Pipeline System. By the time a flaring per-
mit for the unit expired on Nov. 27, the company had produced
11,944 barrels of oil, according to its estimates. Although the pro-
duction test was small and temporary, it was a sign that the basin
was at least theoretically accessible to players beyond multina-
tional majors and even beyond large and mighty independents
with strong balance sheets.

But the complications that had plagued earlier years continued
apace.

As the production test was proceeding, a private sector backer
failed to meet its financial obligations on the project. BRPC and
working interest owners began refinancing a major loan with its
main financial backer Alaska Industrial Development and Export
Authority. According to BRPC, AIDEA issued a notice of default
on that debt in early October. And then, in early November, it ex-
ercised its rights to accelerate debt repayments. In response, BRPC
suspended operations until it could secure financing it needed.

The dream of a small independent operator had lasted one
month.

BRPC operated the unit on behalf of a joint venture — Caracol
Petroleum LLC, TP North Slope Development LLC, Nabors
Drilling Technologies USA Inc. and AVCG LLC.

Even after negotiating new financing terms in January 2020,
the immediate economic conditions surrounding the project
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The Anchorage-based Finnex was formed on June 23, 2020,
according to filings with the Alaska Division of
Corporations, Business and Professional Licensing.
According to the filing, Thyssen Petroleum Alaska LLC
holds 85% of the company and Galactico LLC holds the
remaining 15%.

proved to be insurmountable. BRPC said that the low oil price en-
vironment in the early days of the coronavirus pandemic made it
“very difficult” to find new financing “in the short term.” The
company put the field in cold shutdown in early April 2020 and
began some demobilization activities.

And then in mid-September 2020, AIDEA authorized a sale of
the field to Finnex LLC and approved a debt settlement and re-
structuring agreement, DRSA, between AIDEA, Finnex and the
major creditors on the project.

The Anchorage-based Finnex was formed on June 23, 2020, ac-
cording to filings with the Alaska Division of Corporations, Busi-
ness and Professional Licensing. According to the filing, Thyssen
Petroleum Alaska LLC holds 85% of the company and Galactico
LLC holds the remaining 15%.

Even with this latest round of setbacks, work continues.

According to the latest plan of development, submitted in early
October 2020, the DRSA will allow the companies to restart design
and engineering work to complete Mustang production facilities.

“Procurement of materials and module fabrication for the sup-
port modules and pad infrastructure will begin to meet a goal of
production from the wells drilled and future wells to be drilled by
the 3rd quarter of 2021,” the companies wrote.

Despite the recent challenges, and the lost year of the proposed
schedule, the companies continue to believe that the underlying
project “remains fundamentally sound and (capable) of being
brought to fruition.”

Help from AIDEA

Brooks Range Petroleum Corp. was formed in 2004 as the oper-
ating arm of the Kansas-based Alaska Venture Capital Group
LLC, which was created explicitly to pursue large or mid-sized oil
fields passed over during the first decades of North Slope devel-
opment.
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In the years following the 2012 discovery of Mustang, a joint
venture comprising JK E&P Group Pte. Ltd., Thyssen Petroleum
North Slope Development LLC and MEP Alaska LLC acquired the
entity BRPC as well as a package of associated North Slope prop-
erties for $450 million from AVCG and its partner Ramshorn In-
vestments Inc.

Singapore-based Caracol Petroleum also joined the joint ven-
ture. The company later failed to meet loan obligations to AIDEA,
which ultimately prompted the foreclosure.

AIDEA has been involved in the project since its early days.

To encourage development, AIDEA provided financing for a
$25 million preliminary infrastructure program and a $225 million
processing facility for the standalone field.

Through the deal, AIDEA contributed a portion of the costs in
return for a set rate of return and a small working interest owner-
ship in the Southern Miluveach unit leases.

The financing helped BRPC secure investment from the private
sector joint venture that acquired the company and launched a de-
velopment program — construction and drilling.

In a notice of sale published in June 2020, AIDEA listed more
than $76 million in principle, late fees, accrued interest and fore-
closure fees on the property. The expected gross value of oil pro-
duction from the Mustang field is estimated at $1.3 billion.

The sale included a gravel pad and road, pipelines and related
facilities at the Mustang field, as well as the State of Alaska leases
underpinning the Southern Miluveach unit.

EPF to start

In its original plan of development for the unit for 2020, Brooks
Range Petroleum described plans to advance an early production

facility, or EPF, at the unit.

The revenue generated from initial production would have
been used to finance a 15,000-barrel-per-day central processing fa-
cility, which would accommodate Mustang production as well as
third-party production from other independent operators in the
area.

With the larger processing facilities in place, BRPC would have
begun an initial development drilling campaign with as many as
10 producers and 11 injectors.

The next plan of development for the unit was scheduled for
release in late September, but with the transfer of the project to
new ownership, future plans will likely be delayed. ®

Contact Eric Lidji at ericlidji@mac.com
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Glacier Oil & Gas suspends,
restores, advances

The small independent shut-in its oil fields over low prices, retains gas production

By ERIC LIDJI

For Petroleum News

Few operators in Alaska better illustrate the recent uncertain-
ties in the oil and gas industry than Glacier Oil & Gas Corp.
The local independent announced development plans early in
the year, then suspended operations at several fields in response
to low oil prices and demand, and later reinstated some produc-
tion as the economy improved.

The details of those decisions reveal the nuances of the Alaska
oil and gas industry, especially the way market fluctuations are
felt in different basins and commodities.

Glacier Oil & Gas operates the Badami
unit on the North Slope through its sub-
sidiary Savant Alaska LLC and operates the
North Fork unit, the West McArthur River
unit and the Redoubt unit in the Cook Inlet
basin through its subsidiary Cook Inlet En-
ergy LLC.

These properties make Glacier Oil & Gas is
one of only two companies operating produc-
tion in both of the major Alaska basins: the
North Slope and Cook Inlet. The other com-
pany, Hilcorp Alaska LLC, is the dominant oil and gas producer
in the state.

Glacier Oil & Gas was created in early 2016, as a result of the
bankruptcy proceedings of the Tennessee-based Miller Energy
Resources Inc. The company is currently led by President
Stephen Ratcliff, who was promoted from vice president of
drilling this year.

STEPHEN RATCLIFF

Badami

Glacier became the operator of the Badami unit on the eastern
North Slope through its acquisition of Savant Alaska. Savant had
brought renewed focused to the geologically challenging unit
after decades of work by former operator BP Exploration
(Alaska) Inc.

In its most recent plan of development for Badami, submitted
in late March 2020 and covering the year ending July 15, 2021,
Glacier proposed a continuation of work from the previous year.
The plan called for evaluating the B1-07 well to gain insights for
developing other Killian sands prospects at the unit and possibly
drilling additional prospects outside the Badami Sands partici-
pating area “as economic conditions warrant.”

The company brought the B1-07 well into production in May
2018, leading to a significant increase in Badami oil production.
It was the first new drilling activity at the unit since 2012. The
company expressed great optimism about the so-called Starfish
prospect, saying that it could lead to exploration and develop-
ment of similar prospects.
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In its plans, the company also said it would continue permit-
ting the proposed Badami East pad to become the base of opera-
tions for drilling at the eastern edge of the unit.

A few months later, in late May, Glacier asked for permission
to suspend operations and production at Badami through July
15, 2021. The request essentially extended the previous develop-
ment plan by one year, requiring no additionally work commit-
ments.

“The present global condition of low crude oil prices, com-
bined with a lack of demand, obligates Glacier to act as a pru-
dent operator and suspend operations until both demand and
market price have sufficiently recovered to justify the resump-
tion of production operations,” the company wrote in its request.
“This change in operating status to an (Suspension of Opera-
tions) will be undertaken with the intent to re-start operations.”

The suspension placed the unit into warm-standby status
with a small crew to oversee facilities including field infrastruc-
ture, the Badami Pipeline, and a small private airstrip.

The company also said it would restart production sooner
than the deadline, if warranted by larger economic conditions.
Those conditions arrived by the end of the summer. In mid-Au-
gust, Glacier announced plans to restart full Badami operations
in late September.

The company also revealed that it had decided to use the
early summer suspension period to undertake “a significant
turnaround operation and inspection” of equipment across the
Badami unit. “The scope of this work is extensive and there are
tanks and equipment that have not been inspected and serviced
since installation,” the company explained.

It is common for North Slope operators to temporarily sus-
pend operations in the summer months to accommodate major
maintenance and upgrade activities. In a sense, although un-
planned and likely undesired, the shutdown this year provided
a similar opportunity.

Although partial year-over-year comparisons can be imper-
fect, oil production at Badami was declining before the suspen-
sion in May 2020. The unit produced 161,115 barrels of oil in the
first four months of 2020, compared to 229,122 barrels of oil dur-
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ing the same period in 2019, according to the Alaska Oil and Gas
Conservation Commission.

WMRU and Redoubt

Recent swings in the economy also led Glacier Oil & Gas to
suspend operations at its two offshore units on the west side of
Cook Inlet: West McArthur River and Redoubt.

The development plans for the West McArthur River unit
over the past two cycles have been slight and focused mostly on
conversions and repairs, rather than drilling activities.

Glacier is looking to convert a shut-in well at the unit for use
as a disposal well. The company is also planning a workover to
restore production at the Sword well following a failed electric
submersible pump but wants to time the project with other well
activity.

And the company is continuing permitting activities on its
Sabre project. The long-proposed offshore development calls for
drilling an exploration well with a jack-up rig.

At the moment, only two of the 11 wells at the unit are pro-
ducing — WMRU No. 2B and WMRU No. 6 — both from the
Area No. 1 participating area. The unit produced approximately
183,338 barrels of oil and 34.8 million cubic feet of natural gas in
2019.

In early April, the state approved the current development
plan, covering activities through April 30, 2021. But in late May,
Glacier Oil & Gas applied to suspend operations from the West
McArthur River unit and the associated Sword participating area
through the remainder of the current development plan, citing
low prices and flagging demand.

Under the plan approved by the state in early June, Glacier

Oil & Gas was required to take preventative measures to protect
wells and other infrastructure and was required to provide quar-
terly updates starting at the end of August and carrying through
next April.

Glacier Oil & Gas has been busier at the Redoubt unit than at
West McArthur River.

The company drilled the RU-6A sidetrack last year as a water
injection well to enhance oil production at the field. The com-
pany also worked over the RU-2A well, replacing an electric sub-
mersible pump and adding perforations. The company deferred
a plan to replace a failed electric submersible pump in the RU-9
well until later this year.

Redoubt produces from four of its nine wells — RU No 1A,
RU No. 2A, RU No. 5B and RU No. 7B — 435,350 barrels of oil
and 92.2 million cubic feet of natural gas in 2019.

In its original plan for this cycle, running through April 30,
2021, Glacier said it would work over the new RU-6A sidetrack
to add perforations and also to improve injection capacity. The
company said it might drill an additional well or sidetrack, if
warranted.

And the company expressed interest in exploring the leases
north of the Northern Fault Block at the unit, although the proj-
ect would require “favorable economic conditions.”

Those conditions have yet to materialize.

In late June, a month after requesting permission to suspend
operations at West McArthur River, the company asked the state
for permission to suspend operations at Redoubt.

Under a plan approved by the state in early July, Glacier Oil &
Gas suspended operations from its Osprey platform but maintain

continued on next page

THE PRODUCERS 37



*k
SREF Aok
o gors

38  THE PRODUCERS

©
w

NORTH SLOPE

ALISTA CORPORATION
ww.calistacorp.com

& COOK INLET

Brice

GLACIER continued from page 37

limited operations on its RU-D1 disposal well. The company also
switched its power source to a diesel-powered generator fueled
by two temporary tanks — 5,000 and 16,800 gallons — placed at
the Kustatan Production Facility.

As part of the suspension, the state required regular reports.
The company released its first quarterly report in early Septem-
ber 2020. According to the report, Glacier said it had shut-in the
Redoubt wells from its Osprey platform, drained its pipelines,
switched its power source, inspected its Brucker escape capsule,
and was freezing facilities for winter.

Overriding royalty interest holder Dan Donkel appealed the
decision to suspend the units, saying that the decision was not
supported by evidence and that the state had failed to solicit
public comment or to notify interest holders before allowing Gla-
cier to proceed.

Unlike the summer turnaround at the Badami unit, Glacier
Oil & Gas had yet to restart production at the West McArthur
River unit or at the Redoubt unit by early September.

North Fork

The North Fork unit has fared better over the past year. As a
natural gas field under medium-term contracts, it is less suscepti-
ble to short-term changes in price or demand.

In recent years, Glacier Oil & Gas has promoted “small ball”
projects at the onshore unit in the southern Kenai Peninsula,
north of the city of Homer. In looking for these projects, the com-
pany values relatively easy and affordable work that improves
gas production.

As an example from the past year: a workover at the NFU 22-
35 well in April 2019 added perforations to the well, increasing
production by 1 million cubic feet per day.

The plan for the current development year, running through
March 2021, called for a similar range of smaller projects but did
not provide any details on those activities.

The North Fork unit produced 1.3 million cubic feet in the
year ending June 2020, down from 1.4 million cubic feet in the
preceding 12-month period, according to the AOGCC. @

Contact Eric Lidji at ericlidji@mac.com
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HEX getting to work
at Kitchen Lights

HEX Cook Inlet is taking a pragmatic approach at its new CooR Inlet property

By ERIC LIDJI

For Petroleum News

HEX Cook Inlet LLC became the newest
operator in Alaska this summer when it
closed on a deal to acquire the assets of Furie
Operating Alaska LLC and related compa-
nies.

The $5 million acquisition was the culmi-

nation of the intense bankruptcy proceedings JOHN L. HENDRIX
of Furie and its partners Cornucopia Oil &
Gas Company LLC and Corsair Oil & Gas LLC.

The centerpiece of the purchase is the offshore Kitchen Lights
unit, which is largest unit in Cook Inlet by area and which has
been seen as a source of growth for the basin.

HEX Cook Inlet LLC is a joint venture between HEX LLC
(80%) and Rogue Wave AK LLC (20%) founded by longtime
Alaska oil industry player John Hendrix.

A native of Alaska with a long history in the region, Hendrix

Hex Cook Inlet LLC

COMPANY HEADQUARTERS: 188 West

Northern Lights Blvd. Ste.620, Anchorage, AK 99503
TOP ALASKA EXECUTIVE: John L. Hendrix, president/CEO
PHONE: 907-277-3726

EMAIL: Admin@furiealaska.com

has stated his desire to hire locally. His company quickly
switched suppliers to Udelhoven Oilfield System Services.
Fixing what it bought

HEX is acquiring an underperforming unit with considerable
potential.
The Kitchen Lights unit includes three previously distinct

continued on next page
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prospects that were unitized and then administratively divided
into four exploration blocks: Corsair, North, Central and South-
west. All development activities to date have occurred within the
Corsair block.

Furie brought the unit into production from the KLU 3 well in
July 2013 and subsequently drilled three more wells — the KLU A-1
well between 2016 and 2018, the KLU A-2A well in September 2016,
and the KLU A-4 well in October 2018. The development work in-
volved construction of the new Julius R platform in Cook Inlet.

By the time HEX arrived as the new operator earlier this year,
one of those wells was offline, awaiting upgrades and repairs.
And the three producing wells were underperforming. The
Kitchen Lights unit is currently producing around 13 million cubic
feet per day, down from approximately 18 million cubic feet from
a year earlier.

In one of its most immediate plans for the unit, HEX is eager to
have all four existing wells produce from both the Beluga and the
Sterling formations. As a first step toward that goal, the company is
applying for a produced water permit from the state, which would
allow it to better handle waterlogged gas production from the Ster-
ling formation.

Improved water handling would allow the company to bring the
offline well back online and would reduce the likelihood of prior
technical challenges recurring at the unit.

It would also allow the company to add Sterling perforations to
the three existing wells that are producing from the Beluga forma-
tion, thereby increasing overall production.

SUPERIOR PUMPING &
WELL TESTING SERVICES

littleredservices.com

40  THE PRODUCERS

The Kitchen Lights unit includes three previously distinct
prospects that were unitized and then administratively
divided into four exploration blocks: Corsair, North, Central
and Southwest. All development activities to date have
occurred within the Corsair block.

By late summer, HEX was still awaiting the permit but had at-
tempted repairs on the KLU A-4 well. There were two wireline fish
and a tubing plug complicating operations.

“We made attempts to fish A-4 and learned a lot about it,” Hen-
drix told Petroleum News in mid-August. “Prior to going to the
next phase, we went ahead and punched the tubing to ensure pro-
duction in case future fishing jobs prevented access. A-4 is currently
producing about 2.0 MMCFPD. We now have several options in
front of us.”

History and future growth

Although HEX is currently focused on maintaining existing as-
sets, the Kitchen Lights unit also contains significant growth poten-
tial, whenever the time comes.

Following a series of battles over work commitments involving
several smaller players in Cook Inlet, the state formed the 83,394-
acre unit in 2009 to prevent a legal battle and encourage exploration
and development activities at a time of dwindling local supplies.

The unit combined the Escopeta Oil & Gas Co.-operated
Kitchen unit, the Renaissance Alaska LLC-operated Northern
Lights prospect and the Pacific Energy Resources Ltd.-operated
Corsair prospect. A corporate shuffle in 2011 put Furie in charge of
the project.

Early plans of exploration for Kitchen Lights established four ex-
ploration blocks and required Furie to drill at least one well in each
block. The company drilled exploration wells across the unit be-
tween 2011 and 2014 before shifting to development, leaving the
North and Central blocks underexplored and the Southwest block
undrilled, as of yet.

Beyond those aerial possibilities, the unit is also thought to con-
tain deep resources. In previous plans, Furie proposed wells below
20,000 feet to look for deep Jurassic oil.

During the tenure of Furie and its predecessors, the Kitchen
Lights unit was a perennial source of drama. After bringing a jack-
up rig to Alaska to drill the prospect, the company was hit with a
$15 million fine for violating the federal Jones Act, the largest fine
ever levied for a violation of the federal law governing domestic
and foreign naval vessels.

Furie publicly criticized the state and unilaterally suspended
some operations in the 2017 open water season following a dispute
with the state over oil and gas tax credits.

The company regularly proposed major exploration and de-
velopment campaigns for the unit, although it only made mini-
mal progress toward those commitments. The state even put the
unit into default in late 2017 for Furie’s failure to meet work com-
mitments.

The company faced technical challenges in early 2019 when
frozen hydrate plugs complicated natural gas shipments, leading
the company to declare a force majeure event and requiring En-
star Natural Gas Co. to revise gas sales agreements for the unit. ®

Contact Eric Lidji at ericlidji@mac.com
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Hilcorp nears 10 years
in Cook Inlet

First decade included increases, consolidations and expansions across the basin

By ERIC LIDJI

For Petroleum News

As it nears its first decade in the Cook Inlet basin, Hilcorp
Alaska LLC can claim several victories. The company has in-
creased or maintained production at several legacy fields. It con-
solidated or suspended some of its smaller, dying fields. And it
may soon be doing something it is not generally known for doing:
expanding development into new areas.

The largest privately held oil company in
America arrived in Alaska through major ac-
quisitions of Cook Inlet properties from Union
Oil Company of California and Marathon Oil
Corp. in 2011 and 2012. Today, it operates some
20 fields in the basin, a figure that changes an-
nually as the result of acquisition, develop-
ment, and consolidations.

Those properties can be divided into four

groups: 1) onshore west side properties, 2) off-
shore properties, 3) northern Kenai properties
and 4) southern Kenai properties.

DAVE WILKINS

Onshore west side

Hilcorp operates four units at the northern end of the west side
of the Cook Inlet basin: the Beluga River unit, the Lewis River
unit, the Ivan River unit and the Pretty Creek unit.

The units in the region are actually divided into smaller clus-
ters. Hilcorp became the operator of Lewis River, Ivan River,
Pretty Creek and Stump Lake as part of its early acquisitions in
the region. The company undertook areawide field studies, al-
though the effort yielded few results. The Stump Lake unit was
eventually terminated in 2017.

The subsequent acquisition of the major Beluga River unit cre-
ated the possibility of integrating the three smaller fields to the

Industrial grade
electrical products

for hazardous
conditions

The Largest Stocking
Inventory of Explosion Proof
Products Including:
AGM Batteries, Breakers,
Cable, Enclosures,
Fittings ¥2” to 6”, Fuses,
Panels, Wire, Disconnects,
Pin & Sleeve, Transformers

WOSB 1989

FAIRBANKS BRANCH KENAI BRANCH
3350 TRAILER ST, FAIRBANKS AK 99709 53189 HENLEY AVE, KENAIAK 99611
Ph: 907-474-2075 Fax: 907-474-2076  Ph: 907-335-5015 Fax: 907-335-5017
Email:sales@aes-electric.com Email:harry@aes-electric.com

Hilcorp Energy Co.
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north with the much larger field to the south.
The Lewis River unit includes two participating areas, Gas
Pool No. 1 and Gas Pool No. 2. The unit produced exclusively

continued on next page
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from the LRU C-01RD well in Lewis River
Gas Pool No. 2 in 2019, totaling 185.6 mil-
lion cubic feet — an increase of 28 percent
from 2018.

The company performed one workover
operation on the well in September 2019,
adding perforations in the Tyonek F5 sand
to address production and pressure issues
in the well.

The company said it was not planning
any drilling projects at the unit for the de-
velopment year running through May 31,
2021, aside from unplanned maintenance.

Hilcorp did not conduct any drilling or
workover projects at the Ivan River unit in
the 2019 development year and did not plan
any for the current year, running through
May 31, 2021. The Ivan River unit produced
146.7 million cubic feet in 2019, down from
184.9 million cubic feet in 2018. The Ivan
River unit also includes two disposal wells
— IRU 14-31 and IRU 13-31—utilized by
Hilcorp for all its west side Cook Inlet fields.

At the Pretty Creek unit, Hilcorp did not
conduct any drilling or workover projects in
the 2019 development year and did not plan
any for the current year, running through

COOK INLET

May 31, 2021. The unit produced exclu-
sively from the Beluga participating area, re-
porting 47.3 million cubic feet in 2019. The
Pretty Creek unit also includes a gas storage
operation from the PCU No. 4 well. The
company injected 41.9 million cubic feet
into the well in 2019 and withdrew 176.9
million cubic feet.

Offshore

Hilcorp operates five offshore units
spread across the waters of Cook Inlet:
North Cook inlet, Granite Point, Trading
Bay, North Trading Bay and Middle Ground
Shoal.

The company acquired North Cook Inlet
from ConocoPhillips in late 2016 and
launched a field study to determine the
state of the unit and to guide development
opportunities.

Although the company has yet to drill
any wells at the unit, it began working over
existing wells during its most recent devel-
opment year, which ran through June 2020.

In its previous plan. Hilcorp proposed
workover operations on the NCI-A-03 and
NCI-A-09 wells. But after completing the
NCI-A-03 project, the company determined
that the NCI-A-09 project was not currently

B On and offshore drilling crews

14896 Kenai Spur Highway, Suite 203
Kenai, Alaska 99611
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Alaska’s oil and gas industry
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needed to access the target, according to
Hilcorp.

For the coming year, running through
June 2021, Hilcorp is not planning any
drilling activity but expects to work over
the existing NCI-A-04, NCI-A-07 and NCI-
A-16 wells.

The company is continuing its field
study of the Beluga and Sterling sands and
advancing its plans to drill a development
well sometime around 2022 to test deep oil
prospects.

In the meantime, natural gas production
is declining. The North Cook Inlet unit pro-
duced 5.1 billion cubic feet in 2019, down
approximately 19% from the previous year.

Granite Point produces from three off-
shore platforms: Granite Point, Anna and
Bruce.

Hilcorp proposed a two-to-three well
sidetrack program at the Granite Point plat-
form for 2019, depending on Cook Inlet ice
conditions. The company completed the
GP-53RD sidetrack, resulting in more than
1,100 barrels per day of oil. The company
drilled the GP-55RD sidetrack but did not
complete the project “due to hole instability
in the coals overlying the target sands.” The
company did not undertake the third side-
track project.

The company is not proposing any
drilling or workover projects at the Granite
Point unit this year, although it is planning a
pilot water injection test at the GP-24-13RD2
horizontal well to test injectivity in horizon-
tal wellbores. The company is also evaluat-
ing the effectiveness of multilateral
sidetracks at the Anna and Bruce platforms
using coiled tubing drilling. The company
has already undertaken these evaluations
on wells at the Granite Point platform.

The Granite Point unit produces oil and
natural gas. The unit produced 956,000 bar-
rels of oil in 2019, down slightly from 1.027
million barrels in 2018. The unit produced
1.02 billion cubic feet of natural gas in 2019,
up slightly from 1.004 billion cubic feet in
2018.

The Trading Bay unit includes two fields:
Trading Bay and McArthur River.

In its 2019 development year, Hilcorp
completed workover projects at the A-31
and A-03RD wells at the Trading Bay field.
Both projects had been scheduled for 2018
but were delayed by a year. The company
also drilled the A-10RD sidetrack to evalu-
ate the Hemlock and Tyonek G-zone sands.
The well was a dry hole and was not com-
pleted.

For the coming year, the company plans
to work over the A-15RD2 well at the Trad-
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ing Bay field to restore production from the Hemlock zone at the
McArthur River field.

The Trading Bay field experienced declining production in 2019.
The field produced 506.8 million barrels of oil in 2019, down 89,000
barrels from 2018. The field also produced 1.148 billion cubic feet of
gas in 2019, down 229 million cubic feet from 2018.

In its 2019 development year, Hilcorp repaired an electric sub-
mersible pump at the G-33 well at the McArthur River field. The
company is planning two workovers this year.

The McArthur River field also experienced declining production
in 2019. The field produced 1.704 million barrels of oil in 2019,
down 51,000 barrels from 2018. The field produced 8.347 billion
cubic feet of gas in 2019, down 1.406 billon cubic feet from 2018.

The current development plan at the North Trading Bay unit is
the first since the Division of Oil and Gas terminated the unit in in
May 2019 and then reinstated it in March 2020.

The state agency said at the time that it had terminated the unit
because there “currently are no diligent operations to restore pro-
duction.” But Hilcorp successfully appealed the decision, allowing
it to proceed with activities intended to guide future operations.

In its earlier 2019 plan, Hilcorp announced plans to return the
unit to production by sidetracking the A-10RD well. But the well
did not encounter pay; setting efforts back.

The company is currently revising its plans using the results of
the A-10RD project. The company expects to identify potential tar-
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gets this year and undertake drilling in 2021.

Hilcorp operates four platforms at the Middle Ground Shoal
unit. The unit currently produces from Platform A and Platform C.
The Baker and Dillon platforms are shuttered.

Although the company originally did not propose any drilling or
workover projects at the unit for the 2019 development year, the
company reported five workover projects and announced plans to
complete four additional projects before the end of the year.

Even with these workover projects, Hilcorp reported declining
production for the year, with the exception of a notable bump in
natural gas production at Platform C.

Platform A averaged 170,000 cubic feet per day of natural gas in
2019, down 72,000 cubic feet per day from 2018. The platform also
averaged 839 barrels of oil per day in 2019, down 140 barrels per
day from 2018. Platform C averaged 80,000 cubic feet per day of
natural gas in 2019, up 18,000 cubic feet per day from 2018. The plat-
form also averaged 420 barrels of oil per day in 2019, down 30 bar-
rels per day from 2018.

The company is not planning any drilling or workover activities
this year, aside from possible maintenance activities to repair elec-
tric submersible pumps as needed.

Northern Kenai Peninsula

The onshore fields on the east side of Cook Inlet are among

continued on next page
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HILCORP continued from page 43

the oldest in the region.

Hilcorp operates four producing fields in the area: the Kenai
unit, the Cannery Loop unit, the Swanson River unit and the
Beaver Creek unit. The Birch Hill unit is not currently produc-
ing, according to the state. The Sterling unit was terminated in
late 2017.

The Kenai unit is the oldest producing field in the region, re-
sponsible for launching the modern Alaska natural gas industry.
The field produced 11.5 billion cubic feet in 2019.

The company drilled the KU 24-05B production well from the
Kenai Unit Pad 41-07 in August 2019. The well was completed
into the Tyonek D4, D3 and D2 sands.

For the current development year, running through March
2021, the company plans to maintain production by drilling the
KU 24-32 well from the Kenai Unit Pad 34-31 targeting the
Upper Tyonek and Beluga formations and by conducting
workover projects.

At the Cannery Loop unit, Hilcorp drilled the CLU No. 14
well into the Beluga MB-8A and LB-4 sands, reporting initial
production of some 4.5 million cubic feet per day. As of early
2020, the company was completing work on the CLU No. 15
well, targeting the Upper and Middle Beluga formations with a
secondary target in the Sterling formation.

The results of the two wells will provide Hilcorp with infor-
mation about the size and shape of the eastern flank of the Bel-
uga and Tyonek structure at the Cannery Loop unit.

Hilcorp also reported eight workover projects at Cannery
Loop during the 2019 development year. The company added
perforations in the Upper Beluga UB-1 sands to the CLU No. 8
well, adding some 3.8 million cubic feet per day of incremental
production. A pair of projects at the new CLU No. 14 well added
no production, and neither did projects at the CLU No. 1RD
CLU No. 5RD or CLU No. 13 wells.

Even with these drilling and workover projects, Cannery
Loop production declined. The unit produced 1.77 billion cubic
feet in 2019, averaging about 4.8 million cubic feet per day —
down from 2.9 billion cubic feet in 2018, according to figures
from the state.

The Birch Hill unit is currently offline, awaiting a major deci-
sion. Either Hilcorp can plug and abandon its well, or it can pro-
pose a plan for resuming oil and gas development.

The decision currently turns on access.

Hilcorp would prefer to access the site using a new gravel
road from the north. The company believes this option would be
shorter and less environmentally disruptive and would involve
fewer land management challenges than a road coming from the
south.

Construction of the so-called North Road depends on prior
construction of the proposed Kenai Spur Highway extension
project. The Kenai Peninsula Borough had originally expected to
complete that highway extension this year, but it has since de-
layed the project until 2021, leading Hilcorp to request a corre-
sponding delay for its North Road.

Even though it prefers the North Road, Hilcorp is still con-
sidering a plan to access the site by helicopter. The company is
reluctant to use helicopters for the project, citing safety con-
cerns. A proposed snow and gravel road from the Swanson
River unit to the south “are now no longer viable options,” due
to economic and environmental reasons.

The road could also support future development at Birch Hill.
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Hilcorp and minority partner CIRI Production Co. (20%) have
been searching for third parties to develop the oil and gas re-
sources at Birch Hill. A pair of meetings with an unnamed part-
ner has not yielded firm arrangements. Hilcorp believes that the
certainty provided by delaying the road project to 2021 would
make it easier to find partners.

At the same time, Hilcorp has been working with civic and
Native governmental authorities to permit plugging and aban-
doning the Birch Hill Unit No. 22-25 well.

The company plans to ask federal authority to extend the
“plug or produce” deadline for BHU No. 22-25 until May 1, 2022,
to better align the project with the highway work.

At the Beaver Creek unit, Hilcorp drilled a sidetrack of the
BCU-04 well in the 2019 development year and conducted
workover operations on the BCU-01B, BCU-09 and BCU-07A
wells, but details of all four projects were redacted in its develop-
ment plan.

For the coming year, running through March 2021, the com-
pany plans to drill the BCU-19RD sidetrack and workover the
BCU-04RD well, plus other unnamed projects.

Natural gas production at the Beaver Creek unit declined in
2019 to 2.73 billion cubic feet, compared with 3.57 billion cubic
feet in 2018, according to the AOGCC. Oil production increased
to 129,888 barrels in 2019, compared with 74,998 barrels in 2018.

Southern Kenai Peninsula

Hilcorp operates three units in the southern Kenai Peninsula:
Ninilchik, Deep Creek and Nikolaevsk. The company also leases
several sizable clusters of un-unitized acreage in area. The com-

pany recently applied to form some of that acreage into the Seav-
iew unit.

The southern Kenai Peninsula was an anomaly in the Cook
Inlet region for decades. Its leases were underexplored, its
prospects were under-developed, and its communities were un-
able to participate in the local natural gas supplies enjoyed by
northern communities.

But increased investment by Hilcorp, as well as landmark
projects by Glacier Oil & Gas and BlueCrest Energy, have revived
interest in the region in a small but important way.

At all three of its properties in the region, Hilcorp has been
trying to balance its desire to focus on existing assets with ex-
panding into undeveloped corners of its lease holdings as a way
to avoid various contraction deadlines that it inherited in one
form or another.

The Ninilchik unit produced 37.5 million cubic feet per day in
2019, up around 30% from 2018 production rates, according to
figures provided by Hilcorp.

The increases came from one drilling project and several
workovers across the unit.

The Kalotsa No. 6 well into the Beluga BLG-134 sand in Octo-
ber 2019 added about 3.1 million cubic feet per day. Perforations
in the Tyonek T-4, T-8 and T-10 sands at the Kalotsa No. 3 well in
August 2019, adding 1 million cubic feet per day. Perforations in
the Tyonek T- 65 sand at the Kalotsa No. 4 well in January 2020,
adding some 14 million cubic feet per day.

Perforations in the Beluga BLG-53 sand at the Paxton No. 9
well in January 2020 added about 200,000 cubic feet per day. The

continued on next page
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HILCORP continued from page 45

company also repaired the Paxton No. 2 well.

Perforations in the Beluga BLG-58/58A and 59 sands at Falls
Creek No. 6 in October 2019 added about 100,000 cubic feet per
day. Hilcorp also worked on Falls Creek No. 3.

The company also planned additional projects the Grassim
Oskolkoff No. 8 and Susan Dionne No. 8 well during the devel-
opment year but has not yet reported results.

The plan for the current development year, running through
July 2021, involves drilling the Kalotsa No. 5 well and possible
targets in the Grassim Oskolkoff participating area.

The company expects its workover activities to continue this
coming year, including possible work on the Frances No. 1 well.
Hilcorp made no firm commitments, though.

In the near term, the company is considering plans to drill
the Blossom No. 1 sidetrack and the Pearl No. 2A delineation
well and is evaluating its new Abalone prospect.

The Deep Creek unit produced 4.56 million cubic feet per day in
2019, according to Hilcorp. The unit produces from both the Happy
Valley participating area (3.47 million cubic feet per day) and from
two wells on a tract basis (1.09 million cubic feet per day).

Although the company had expected to maintain or increase
production, rates fell from the year prior, in 2018, when Deep
Creek produced 5.11 million cubic feet per day. But production

Sustainability —Pa rtnership — Excellence diversified last year. The 2018 production came entirely from the
Happy Valley participating area without any tract production
@ 0il Search outside of the participating area.

In mid-2019, after years of negotiations and deferrals, the Di-
vision of Oil and Gas contracted the Deep Creek unit down to
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its participating area and producing
leases.

The contraction was initially scheduled
to occur November 2014, based on the
statutory timeline requiring mandatory
contraction 10 years after sustained pro-
duction. The state and Cook Inlet Region
Inc. agreed to extension in December 2011,
when Hilcorp acquired the unit. The ex-
tension gave the new owner time to eval-
uate the property.

Even though Hilcorp had a record of
seismic acquisition and exploration
drilling in the area, the state wanted to see
more immediate plans for developing
those leases.

The previous development plan was
limited to a few drilling and workover
projects.

Bottlenecks in the Kenai Beluga
Pipeline delayed the planned HVB No. 18
well this past year. The company is look-
ing to drill the well in early 2021, al-
though the project depends on market
conditions. The results of HVB No. 18 will
determine whether Hilcorp drills the pro-
posed HVB No. 19 well or other wells tar-
geting the Middle /Deep Tyonek sand.

In the coming development year, run-
ning through July 2021, Hilcorp expects to
maintain production rates, largely
through its planned workover activities.
Those projects include recompleting the
HVB No. 16 well to produce from the
Sterling A sand, adding an Upper Tyonek
perforation to the HVB No. 13 well, and
returning HVA No. 1 to production.

A workover on the HVA No. 10 well in
the previous development year added
perforations into the T1 and T2 sands
without any significant change in produc-
tion rates.

The Nikolaevsk unit produced 476,000
cubic feet per day in 2019, down from
about 500,000 cubic feet per day in 2018,
according to figures provided by Hilcorp.

The company proposed no develop-
ment activities at the unit last year and
again proposed no activities for the cur-
rent development year, running through
July 2021. Although the plan was submit-
ted in May 2020, the state had yet to ap-
prove or deny it by August 2020.

Nikolaevsk produces entirely from a
single well, the Red Well No. 1. A stimula-
tion campaign in early 2017 yielded a no-
table bump in production rates. But the
effect was short-lived. The well had re-
turned to pre-stimulate levels by early
2018. The company had hoped to add as
much as 3 million cubic feet per day from

COOK INLET

the stimulation work.

Without justification for investment,
Hilcorp turned its attention to other proj-
ects.

Hilcorp began exploring the Seaview
prospect in 2015.

The work yielded the successful Seav-
iew No. 8 well in 2018, which made a dis-
covery in the Tyonek. The company is
working to construct a pipeline to connect
the Seaview pad to a nearby Enstar Natu-
ral Gas Co. Bailey Street Station, some two
miles from the pad.

Hilcorp said it plans to drill the Seav-

iew No. 9 well late this year or early next
year.

The company is aiming to begin natu-
ral gas production by November. The
current plan calls for delivering into the
regional system in winter and storing
supplies in summer.

As it moves toward development,
Hilcorp asked the state to combine two
state leases and un-leased state, bor-
ough, Native and private interests into
the 2,975-acre Seaview unit. ®

Contact Eric Lidji at ericlidji@mac.com

"We increased production 15%
since acquiring Furie. Now our
team is creating more local
jobs as we plan to bring the
Sterling Formation into
production early 2021.”
- John Hendrix,

HEX Founder and President
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Hilcorp launches a new era

With the acquisition of Prudhoe Bay, Hilcorp now leads Alaska development

By ERIC LIDJI

For Petroleum News

When Hilcorp Alaska LLC acquired a stake in four midsize
North Slope oil fields from BP Exploration (Alaska) Inc.
in 2014, it looked like an expansion of its previous work.

A large privately held independent, Hilcorp had acquired a
significant percentage of the producing Cook Inlet basin through
two acquisitions in 2011 and 2012 — one from Union Oil Co. of
California and the other from Marathon Oil Corp. The company
was known for rejuvenating aging oil fields, and it quickly pur-
sued that strategy in Cook Inlet. Its investments yielded flat or
growing production at fields that had long been in decline.

Even after those big deals, Hilcorp continued to display an
eagerness for acquiring properties as they became available. It
was living its mission to “acquire and exploit.”

BP appeared to be going a different direction. An integrated
multinational major with a long history in Alaska, the company
had increasingly been narrowing its activities in Alaska, focusing
on its responsibilities at the Prudhoe Bay unit. The company
stopped wildcat exploration; it continued to make big invest-
ments in its North Slope properties, although to varying degrees
by project.

Seen that way, the 2014 deal between Hilcorp and BP seemed
like a perfect marriage. It allowed an eager newcomer to grow,
and it allowed an established company to focus.

Hilcorp became the operator and 50% working interest owner
of the Milne Point unit, the operator and majority working inter-
est owner of the Duck Island and Northstar units, and a 50%
working interest owner of the undeveloped offshore Liberty
field.

But many in the oil patch wondered whether the company
was actually auditioning for a much bigger gig.

Milne Point was producing 18,400 barrels per day when
Hilcorp took over the field in November 2014. By early
2020, production had reached 34,000 barrels per day with
forecasts suggesting 40,000 barrels per day by year-end.

Regardless of its intentions, its actions made a convincing
case.

Within a few months of taking over the properties, Hilcorp
devoted considerable resources to the Milne Point unit, just as it
had done with its legacy Cook Inlet fields.

The company drilled more wells in more places. It renewed
the focus on viscous oil. And it even commissioned a new
drilling pad. In the six years since the sale in 2014, the two part-
ners have invested approximately $700 million to date and
drilled more than 60 wells.

The results have been dramatic. Milne Point was producing
18,400 barrels per day when Hilcorp took over the field in No-
vember 2014. By early 2020, production had reached 34,000 bar-
rels per day with forecasts suggesting 40,000 barrels per day by
year-end.

Prudhoe dreams

In view of those successes, it was natural to wonder what
might be possible if Hilcorp was given the opportunity to apply
its methods to other aging fields in the basin.

Milne Point may be large by Lower 48 standards, but it is rel-
atively small by North Slope standards. The mighty Prudhoe
Bay unit produces some 280,000 barrels per day. That's about
seven times the rate Hilcorp is forecasting for Milne Point for the
end of this year.

We have been providing
compressor lubrications
systems since 1954 in the lower 48
and since 1986 on the slope.

FIELD SERVICES

Equipment Installation & Calibration
Plant Surveys
Startup/Commissioning Assistance
Equipment Training
Rental Equipment

ENGINEERING SERVICES

Equipment Application Engineering
"As Built" Drawings
Equipment Skid Design/Build
Product Integration
Project Management

360-668-0280 | www.frostnw.com
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Ever since the announcement of the
deal, the oil patch has been speculating on
what strategy we might see in the next
few years. Speaking to Petroleum News
Publisher Kay Cashman toward the end
of 2019, a retired unnamed BP Exploration
(Alaska) executive pointed to the different
management structures of the companies
as a source of change.

Hilcorp is thought to have roughly half
the levels of management between low-
level employees and top executives com-
pared to BP, which could lead to greater
investment in technology and equipment.
“That's what Hilcorp did at the Milne
Point field when they took over from BP
five years ago — they’ll go after the big
prize at Prudhoe, which is viscous oil. ...
Lower operating costs ... will mean more
oil for Hilcorp and the other Prudhoe
partners (ExxonMobil and Cono-
coPhillips), but it will also mean more oil
down TAPS and more revenues for the
State of Alaska,” the former executive ex-
plained.

As that comment suggests, the Prud-
hoe Bay field has always been seen as a
keystone of the North Slope oil industry
— and by obvious extension, the broader
economy of Alaska.

Exploration work by the U.S. Geologi-
cal Survey in the 1920s, and around World
War II, created great interest in the North
Slope basin in the early 1950s, as turmoil
in several Middle East countries
prompted some companies to reconsider
remote American plays.

Territorial Alaska ranked high for its
potential. Then the discovery of the Swan-
son River oil field in the Cook Inlet basin
in 1957 made the economic case for
Alaska statehood.

BP opened its Alaska field office in
downtown Anchorage in 1959. The com-
pany spent the better part of a decade
studying and exploring corners of the
North Slope, without much success, be-
fore finally completing the Prudhoe Bay
State No. 1 discovery well in 1968 — and
discovering the largest producing conven-
tional oil field in North America.

The discovery of the Prudhoe Bay oil
field justified the construction of the
trans-Alaska oil pipeline, which eventu-
ally came online in 1977. The pipeline cre-
ated a path to market for the massive
Kuparuk River oil field, the second largest
oil field in North America.

Without the Prudhoe Bay unit, and by
extension the trans-Alaska oil pipeline
and the Kuparuk River unit, it is hard to

NORTH SLOPE

imagine how any of the smaller oil fields
across the North Slope could have been
developed. While many of those fields
would be considered elite properties if
they were located in the Lower 48, their
position in the wilderness of Arctic Alaska
increases the cost of development, making
many uneconomic on their own.

In fact, even today, more than 60 years
after the discovery of the Prudhoe Bay oil
field and the expansion of infrastructure
in several directions, many significant
North Slope oil fields remain stubbornly
beyond the reach of economic develop-

2]

ment — at least as-of-yet.

The importance of the Prudhoe Bay
unit can also be seen in its longevity.

No exploration work in Alaska has yet
knocked Prudhoe Bay from its perch as
the largest discovery. And even with
decades of declining production, it contin-
ues to be the most productive field in
Alaska. It has even remained one of the 10
most productive fields in the United
States, despite the emergence of major un-
conventional plays in the Lower 48.

Those distinctions reflect not only the

continued on page 51
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HILCORP continued from page 49

tremendous size of the original resource,
but also the incredible technological ad-
vances that have allowed operators to
keep the field alive.

If recent history is any guide, Hilcorp
will be continuing that recent spirit of per-
sistence and resourcefulness is as it takes
over as operator of the storied Prudhoe
Bay field.

The deal

As the rumored sale of the Prudhoe
Bay unit started to become a reality, the oil
patch wondered whether BP Exploration
(Alaska) Inc. might split the complex field
— selling the west side assets to Cono-
coPhillips Alaska Inc. and selling the east
side to Hilcorp.

But when BP finally announced the
terms of the deal in late August 2019,
Hilcorp had acquired everything. For the
sum of $5.6 billion, the largest private oil
and gas producer in the United States
would own a major stake in the largest oil
field in North America.

And although Prudhoe Bay was the
obvious headline, the deal covered much
more.

Hilcorp acquired the remaining inter-
ests in the Milne Point unit and the Lib-
erty unit. The company originally
acquired partial ownership and operator-
ship of those units in the 2014 deal.

Hilcorp also acquired a 32% non-oper-
ating interest in the ExxonMobil-operated
Point Thomson unit. It also acquired an
interest in exploration leases in the 1002
area of the Arctic National Wildlife
Refuge, including a 50% stake in the KIC
well.

Hilcorp also acquired ownership inter-
ests in several midstream assets: a 49%
stake in the Trans Alaska Pipeline System
and the Alyeska Pipeline Service Co., a
50% stake in the Milne Point Pipeline and
a 32% stake in the Point Thomson
Pipeline.

Hilcorp also acquired a 25% interest in
the Prince William Sound Oil Spill Re-
sponse Corp., which was created follow-
ing the Exxon Valdez Oil Spill in 1989.

Even after the announcement, the
question of operatorship remained unre-
solved.

The issue was one with a long history.

For decades following the discovery
and commissioning of the field, ARCO
Alaska Inc. operated the east side of the
Prudhoe Bay unit, while BP operated the

NORTH SLOPE

west side.

In the wake of the big corporate merg-
ers of the late 1990s and early 2000s, oper-
atorship changed. For the past two
decades, BP Exploration (Alaska) has op-
erated the entire Prudhoe Bay unit, al-
though it only holds a 26% interest in the
unit. ConocoPhillips and ExxonMobil
each own a 36% interest, leaving 2% to
minority owners.

The $5.6 billion announcement explic-
itly mentioned the 26% interest but not
the operatorship, leaving many in the oil
patch to wonder whether the unit would

once again be split geographically or
whether ConocoPhillips might even take
over as operator.

But for reasons that may not come to
light for a while time, if ever, the parties
decided that Hilcorp would slip into the
role BP was departing: 26% owner, full
operator.

Added to its Cook Inlet holdings, the
deal made Hilcorp a dominant player —
perhaps the dominant player — in the
Alaska oil industry. Few companies have
ever owned so much.

continued on next page

Don't get stuck in the mud.

Put your project on solid ground.

Jobsite Access

IniHarshiAlaskan/Terrain

Afognak

Leasing, LLEC
o\

Composite Matting
< Rapid roads; pads;and drill'sites
«|Protectsithe/environment=/noigravel
slInstallfasimuchias}1;500} of/\road mats|infalday;
«ICrossisensitive)wetlands; tidalimarsh; oritundra

«Availableifor/sale/or/rent

(907)456-4433

THE PRODUCERS 91



NORTH

SLOPE

HILCORP NORTH SLOPE continued from page 51

The Prudhoe Bay unit

As was the case with Milne Point, it will take a few years be-
fore Hilcorp’s new strategy at the Prudhoe Bay unit is fully re-
flected in the commitments of its plans of development.

But if its experience in Alaska to date is any guide, the influ-
ence of Hilcorp at the largest oil field in the state will be felt
quickly and will increase gradually over the coming years.

The operations of the Prudhoe Bay unit have typically been
administered by three separate plans of development, each sub-
mitted at different points in the year: for the Initial Participat-
ing Areas, the Greater Point McIntyre Area and the Western
Satellites.

BP Exploration (Alaska) filed the Initial Participating Areas
and the Greater Point McIntyre Area plans of development be-
fore turning over operatorship of the unit to Hilcorp. Hilcorp
filed an amendment to an earlier plan of development for the
Western Satellites shortly after becoming operator in July.

PBU: Initial Participating Areas

The Initial Participating Areas, or IPA, is the largest of the
three administrative regions at the Prudhoe Bay unit. It covers
the initial oil and gas caps discovered at the unit.

The IPA is beginning its 43rd year of continuous operation
and its 32nd year since peak production in the late 1980s. “With
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over 1400 wells, the field is well developed,” BP explained in its
plan of development. “Minimizing natural decline is the con-
stant goal.”

In its plan, BP presented a five-point strategy for managing
the IPA: optimizing production in line with facility constraints,
enhancing recovery through well work, managing pressure
through injection, optimizing flooding and drilling new wells.

The IPA produced 165,030 barrels of crude oil and conden-
sate per day in 2019, down from 174,200 bpd the previous year.
The company had forecast crude oil and condensate production
between 147,000 and 165,000 bpd for the current year. By com-
parison, the company had forecast a production range between
150,000 and 187,000 bpd for 2019.

The IPA also produced 43,600 barrels of natural gas liquids
per day in 2019, equal to the year prior. The company forecast
NGL production between 35,000 and 50,000 bpd for 2020, higher
than the range of 30,000 to 46,000 bpd the company had pre-
dicted for 2019.

BP described its current development drilling strategy at the
IPA as “focused,” meaning limited and targeted toward specific
opportunities or regions. For example, of the 27 wells the com-
pany drilled at the IPA in 2019, eight were associated with Flow
Station 2.

The company proposed a smaller plan for this year, with 17
wells. The decline would largely come from a decrease in coil
tubing drilling. The company had expected to use coiled tubing

BP EXPLORATION (ALASKA) INC./HILCORP ALASKA LLC
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rigs for wells in other part of the unit or to conduct rig
workover jobs.

The company acquired seismic data in 2019 and is now merg-
ing the results with previously acquired data sets. The results
should guide drilling and other field operations.

Even though well maintenance was crucial to the BP strategy
at the IPA, well work has been declining. The company per-
formed approximately 880 jobs in 2019, of which 316 increased
production rates. The year prior, the company had performed
approximately 900 jobs, of which 360 increased production
rates. This year, the company announced plans to perform ap-
proximately 800 jobs, of which 300 would increase production
rates.

PBU: Greater Point McIntyre Area

BP submitted its IPA plan of development in late March, just
as states were beginning to shut down over the COVID-19 pan-
demic, leading to a historic drop in oil prices.

The plan did not mention the pandemic. By the time the com-
pany submitted its Greater Point McIntyre Area plan in late
June, the pandemic had become a central element.

The plan covers four producing fields: Point McIntyre, Lis-
burne, Raven and Niakuk. The plan also includes two sus-
pended fields: North Prudhoe Bay and West Beach.

“As a result of the combination of COVID-19 presence in
Alaska and the unprecedented drop in oil price, BPXA is re-lev-

In fact, even today, more than 60 years after the discovery of
the Prudhoe Bay oil field and the expansion of infrastructure
in several directions, many significant North Slope oil fields
remain stubbornly beyond the reach of economic
development — at least as-of-yet.

eling PBU activity for the remainder of 2020. Activity plans dur-
ing the upcoming plan year beginning October I, 2020 through
September 30, 2021 are uncertain,” the company wrote, noting
that it would meet regulatory obligations.

The Point Mclntyre field produced 13,800 bpd of crude oil,
condensate and natural gas liquids during the year ending
March 31, 2020, down from 16,700 bpd the year prior.

The company reported no drilling, workovers, or rate-adding
activities for 2019 and announced no firm plans for the current
year, although “active wellwork and scale inhibition programs”
continue, according to the most recent plan of development.

The Lisburne field produced 11,800 bpd of crude oil, conden-
sate and natural gas liquids in the year ending March 31, 2020,
up slightly from 11,500 bpd the year prior.

During the development year, BP drilled three wells — L3-06,
L5-03 and L5-27 — and started a fourth — L5-07. The company

continued on next page
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also completed the L3-22A sidetrack and
worked over the L1-31 well. The com-
pany performed rate adding non-rig
projects on 21 wells.

In addition to L5-07, BP was consider-
ing four rotary and two coil tubing
drilling well locations in the near future.
“Several additional Lisburne drilling lo-
cations are being considered for possible
future drilling but are contingent on the
continued performance of the wells
drilled during the 2015-2019 period, the
results of the current planned wells, and
the business environment. Additional
rate-adding non-rig interventions are
planned,” the company noted, referring
to the period following the North Prud-
hoe seismic survey.

The Raven field produced 1,440 bpd
of crude oil, condensate and natural gas
liquids during the year ending March 31,
2020, up slightly from 1,370 bpd the year
prior.

The increase came in part from the
NK-08B well brought online in May
2019. The well “has experienced stable
production through the reporting pe-
riod,” according to BP.

The company announced no firm
drilling or workover plans for the com-
ing year, other than noting the impor-
tance of the North Prudhoe seismic
survey for guiding future plans.

The Niakuk field produced 900 bar-
rels per day of crude oil, condensate and
natural gas liquids during the year end-
ing March 31, 2020, down from 1,100
bpd in the year prior.

The company performed nine rate-
adding jobs to six Niakuk wells during
the year. The company made no firm
drilling or workover commitments for
the current year, but it said the North
Prudhoe seismic survey was being used
to study “subsurface areas of interest.”

The North Prudhoe Bay field and
West Beach field have been shut-in since
the early 2000s. North Prudhoe Bay had
produced 2.1 million barrels cumulative
of crude oil and condensate before the
WB-03 well was taken offline in Febru-
ary 2000. West Beach produced 3.37 mil-
lion barrels of crude oil before it was
taken offline in early 2001.

Although the company announced no
plans to bring either field back into pro-
duction, it noted that both fields were
contained within the North Prudhoe

continued on page 56
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HILCORP continued from page 54
seismic survey area.

PBU: Western Satellites

As with the other administrative re-
gions of Prudhoe Bay, the immediate de-
velopment plans for the Western Satellites
were made uncertain by the change in op-
eratorship.

BP Exploration (Alaska) submitted its
2020 development plan for the region in
the latter half of 2019, after it announced
plans to sell Prudhoe Bay to Hilcorp but
before the deal had closed. State officials
approved that development plan before
the end of the year.

But in August 2020, a month after clos-
ing, Hilcorp requested a three-month ex-
tension, through March 2021. The
extension would “allow for time to be-
come familiar with PBU Western Satel-
lites” before submitting a revised plan of
development by February 1.

The Western Satellites include five par-
ticipating areas: Aurora, Borealis, Mid-
night Sun, Orion and Polaris. The first
three produce primarily from the Ku-
paruk River formation, while the other
two produce primarily from the more vis-
cous Schrader Bluff formation.

The Aurora, Borealis and Midnight Sun
fields all produce from the Kuparuk for-
mation.

At the Aurora field in 2019, BP drilled a
sidetrack of the S-105A well. The com-
pany also completed 66 workover proj-
ects, of which 20 yielded increases to field
production rates.

Those projects were responsible for an
uptick in production. Aurora produced
5,291 barrels of oil per day in the year
ending June 30, 2019, up from 4,609 bpd
the year prior.

At the Borealis field in 2019, BP com-
pleted 70 workover projects, of which 21
yielded increases to field production rates.
Even so, oil production declined. Borealis
produced 5,905 bpd in the year ending
June 30, 2019, down from 7,914 bpd in the
year prior.

At the Midnight Sun field in 2019, BP
sidetracked the E-100 well into the Sam-
buca block, removing it from Midnight
Sun production. Midnight Sun produced
1,394 barrels of oil per day in the year
ending June 30, 2019, up from 1,158 bpd
the year prior.

The 2020 plan included no firm devel-
opment commitments for either the Au-
rora, Borealis or Midnight Sun fields. But
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the plan called for continuing well work
to mitigate production declines at all three
fields and potentially drilling infill wells,
as appropriate.

The Orion and Polaris fields produce
from the viscous Schrader Bluff forma-
tion.

At the Orion field in 2019, BP com-
pleted 65 workover projects, of which 20
yielded increases to field production rates.
Overall, oil production increased. Orion
produced 4,955 bpd in the year ending
June 30, 2019, up from 3,900 bpd in the
year prior.

At the Polaris field in 2019, BP com-
pleted 31 workover projects, of which
seven yielded increases to field produc-
tion rates. Even so, oil production de-
clined. Polaris produced 3,969 bpd in the
year ending June 30, 2019, down from

4,158 bpd in the year prior.

Toward the end of 2019, in response to
comments from the state, BP submitted an
amendment to its plan, calling for drilling
three new wells by early 2020. The pro-
gram included the S-202 multilateral pro-
ducer and the S-201 and S-210A vertical
injectors.

The program is something of a pilot
initiative to test well design and comple-
tion technologies in the southern S Pad re-
gion. If viable, the work could be
expanded.

For many years, BP has discussed the
possibility of an I Pad project at the Orion
and Polaris fields. The project currently
hinges on the results of sand control tech-
nology, which could also be used in other
areas of the fields, such as M Pad and S Pad.

BP EXPLORATION (ALASKA) INC./HILCORP ALASKA LLC
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The Milne Point unit

The most likely guide to the future of Prudhoe Bay is the nearby
Milne Point unit.

In the years since it first acquired assets from BP, Hilcorp has di-
rected most of its North Slope resources toward Milne Point, in-
creasing activity, infrastructure and production.

The work not only included increased attention to aging wells.
Hilcorp also increased grassroots drilling activities and quickly an-
nounced new pad permitting efforts. The company recently
brought the new Moose Pad into production in just two years,
under budget and without incident. Moose Pad is the first new pad
at Milne Point since 2002.

The results are clear: Hilcorp says it is on track to double produc-
tion at Milne Point. The unit was producing 18,400 barrels of oil per
day when the company took over as operator in November 2014.
Hilcorp expects production to reach 40,000 bpd by the end of 2020.

The unit produced some 25,541 bpd in 2019, up from approxi-
mately 20,839 bpd in 2018, according to Alaska Oil and Gas Con-
servation Commission figure. The unit produced 34,000 bpd in
late January — the highest average production recorded since
May 2008.

The production increases at the Milne Point unit are “an impor-
tant milestone for the state of Alaska and Hilcorp,” Hilcorp Energy
Co. President Jason Rebrook said in the first quarter of this year. “By
empowering our employees closest to the wellhead, driving effi-
ciencies, and innovating, we're increasing production at Milne Point
and putting more oil in TAPS. Our goal is to apply these successes
at Prudhoe Bay and beyond.”

Hilcorp fell slightly short of its drilling projections for the devel-
opment year, completing 25 wells at the unit in 2019, down from the
29 wells it had forecasted in its previous plan.

The company completed 14 Moose pad wells targeting the
Schrader Bluff formation. The program included 10 producers
(M-10, M-12, M-14, M-15, M-16, M-17, M-18, M-20, M-21 and M-
22), two injectors (M-11 and M-13) and two water wells (M-04
and M-06).

Hilcorp completed nine penetrations at seven wells at the E
Pad, all targeting the Schrader Bluff formation in its 2019 cam-
paign. The program included the E-37, E-41, E-42 and E-42L1 pro-
ducers and the E-36, E-38, E-39, E-39L1 and E-40 injectors. The
company also completed the S-201 and S-203 production wells into
the Ugnu formation.

In addition to its drilling work, Hilcorp expected to reach its tar-
get of 16 workover projects in 2019. The work primarily involved
changing out electric submersible pumps.

In its plan for the current year, Hilcorp proposed drilling 28
wells. The program would include 18 wells at Moose Pad and 10
wells at S Pad, targeting the Schrader Bluff, Ugnu and Kuparuk
formations. The company is also proposing 20 workovers at
Milne Point.

Through the first eight months of 2020, Hilcorp had completed
18 wells at the unit and received permits for another eight wells,
nearly the entire planned drilling program.

As it proceeds with its initial Moose Pad development, Hilcorp is
also advancing preliminary work for a proposed Raven Pad and an
expansion of its existing S Pad.

The Duck Island and Northstar units

Although unable to match the successes at Milne Point, the
Duck Island and Northstar units are beginning to see some

In its plan for the current year, Hilcorp proposed drilling 28
wells. The program would include 18 wells at Moose Pad
and 10 wells at S Pad, targeting the Schrader Bluff, Ugnu

and Kuparuk formations. The company is also proposing 20

workovers at Milne Point.

maintenance activities with an eye toward optimization.

Even so, oil production is declining at both fields.

Hilcorp conducted approximately nine workover projects at
the Duck Island unit in 2019 and completed several facility proj-
ects designed to improve overall field operations.

The company is projecting a decline in work this year, with no
new drilling and just three workover projects. The workovers
could return some suspended wells to production.

The unit experienced a slight decline in oil production last
year. The main Endicott field produced approximately 6,338 bpd
in 2019, down from approximately 6,487 bpd in 2018, according
to the AOGCC. The field produced some 6,251 bpd in the first
half of 2020.

Hilcorp conducted two workovers at the Northstar unit in
2019, converting the NS-07 Ivishak producer into a Kuparuk C
producer and the NS-17 Ivishak injector to a Kuparuk C injector.
The company also advanced its Northstar Propane Chiller Proj-
ect to improve natural gas liquids recovery from the field. The
project is continuing into this year, too.

The company is planning two workover projects this year.
One would acidize one or more Kuparuk wells to improve oper-
ations. The other would repair surface casing.

The unit produced some 7,610 bpd in 2019, down from 8,211
bpd in 2018, according to the AOGCC. The unit produced some
6,418 bpd in the first half of this year.

The Liberty field

The biggest and hardest project in the Hilcorp portfolio on the
North Slope is the Liberty unit, which BP failed to bring into pro-
duction after decades of ambitious attempts.

Under the current strategy, Hilcorp wants to develop the off-
shore field from a gravel island in the federally managed Outer
Continental Shelf of the Beaufort Sea. The $1 billion project could
produce for 30 years, reaching a peak of 70,000 barrels per day. ®

Contact Eric Lidji at ericlidji@mac.com
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NORTH

SLOPE

Utgiagvik sees another year
of small, steady success

The northernmost city in the United States continues to benefit from local gas production

By ERIC LIDJI

For Petroleum News

In the aftermath of World War II, the federal government spon-
sored exploration in the National Petroleum Reserve-Alaska
in a bid to improve domestic energy security. But the most last-
ing impact of that exploration work to date has been local, not
national.

Under the operatorship of the North Slope Borough, the Bar-
row gas fields have been providing affordable energy to the peo-
ple of the city of Utqiagvik for decades.

Federal contractors discovered the fields on separate expedi-
tions between the late 1940s and the 1980s.
The fields have generally required minimal
development work, aside from a $92 million
rejuvenation program launched in 2011 to
combat declining production.

With that effort, the city commissioned the
Savik 1 and 2 wells at the East Barrow field
and the Walakpa 11, 12, and 13 wells at the
Walakpa field. By improving deliverability,
the city of Utgiagvik can now rely on natural
gas for its energy needs even during cold
snaps or during maintenance activities, instead of switching to
diesel as an alternative.

HARRY K. BROWER, JR.

South Barrow

The U.S. Navy discovered the South Barrow field with the
2,505-foot South Barrow No. 2 well in 1948, during its initial
wave of NPR-A exploration following World War II.

Production began the following year. Drilling continued
through 1987 with 13 new wells drilled and the one existing well
— South Barrow No. 7 — deepened, according to the AOGCC.
Production peaked in November 1981 at 3.5 million cubic feet
per day.

The South Barrow field produced consistently from 1950
through 1990, at which point operators began to suspend pro-
duction sporadically. The field was shut-in with increasing regu-
larly through the 2000s, often being used only to increase
supplies in winter.

After nearly six years of inconsistent production, South Bar-
row has now been producing regularly since May 2018. In the
year ending June 1, 2020, the field produced nearly 102 million
cubic feet, or some 279 thousand cubic feet per day, according to
the AOGCC.

Cumulative production at the South Barrow field is 23.96 bil-
lion cubic feet, according to the AOGCC. Early geological fore-
casts estimated some 32 billion cubic feet in lifetime production
at the field, suggesting the potential of ongoing production for
years to come.
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By improving deliverability, the city of Utgiaguik can now
rely on natural gas for its energy needs even during cold
snaps or during maintenance activities, instead of switching
to diesel as an alternative.

East Barrow

The U.S. Geological Survey discovered the East Barrow field
with the South Barrow No. 12 well in 1974, during the second
wave of oil and gas exploration in the NPR-A.

Production began in December 1981. Drilling continued
through 1990, with eight wells total. Gas production peaked in
early 1983 at some 2.75 million cubic feet per day.

In the year ending June 1, 2020, East Barrow produced some
137 million cubic feet, averaging 375 thousand cubic feet per day,
according to the AOGCC. That was down from some 143 million
cubic feet and 391 thousand cubic feet per day in the year prior.

Cumulative production through June 1, 2020, was 9.7 billion
cubic feet, well above the 6.2 billion cubic feet in place originally
estimated for the East Barrow field. The city of Utqiagvik attrib-
utes the productivity to the presence of methane hydrates at the
field.

Walakpa

Working under a U.S. Navy contract, Husky Oil discovered
the Walakpa field with the 3,666-foot Walakpa No. 1 well in the
1980s. Production began in the late 1992. The field has peaked
above 5 million cubic feet per day numerous times in the
decades since.

Walakpa is the most productive of the Barrow gas fields. In
the year ending June 1, 2020, it produced 1.3 billion cubic feet or
nearly 3.6 million cubic feet per day, according to the AOGCC,
up from 12.8 billion cubic feet or more than 3.5 million cubic feet
per day in the year prior. Cumulative production through June
1, 2020, was 34.4 billion cubic feet.

The South Barrow and East Barrow reservoirs have a strati-
graphic setting similar to the Alpine oil field. Walakpa is in the
Pebble Shale unit, a major North Slope source rock. ®

Contact Eric Lidji at ericlidji@mac.com
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On time and on budget.
At Lynden, we understand that plans change but deadlines
don’t. That’s why we proudly offer our exclusive Dynamic

Routing system. Designed to work around your unique
requirements, Dynamic Routing allows you to choose the mode
of transportation - air, sea or land — to control the speed of your

deliveries so they arrive just as they are needed. With Lynden

you only pay for the speed you need.
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