ISSUET EDITION I

GREETINGS

Greetings from North Dakota’s
oil and gas industry! These are
exciting times for North Dakota

as there is a tremendous amount of activity taking place throughout the 17 oil-producing
counties. Plus, we are seeing growing interest in new areas as well, which is great for our
state and economy. Please enjoy the following stories about recent happenings in the oil

and gas industry.

In future editions, we will focus on Energy Education, New Technology in the Oil and
Gas Industry, Oil and Gas Research Council, Refining, The Bakken Play, The Economic
Impact of North Dakota’s Oil and Gas Industry, Williston Basin Geology, and Workforce

Needs Study Results. T

Uil&basTipBiTs

We Keep North Dakota Going Strong

Welcome to the first edition of “0il & Gas Tidbits.” This publication will be
distributed quarterly to North Dakota policy makers and interested parties
in the oil and gas industry to keep you updated on issues that may be of

interest in guiding our state's economy.

WiLLisToN B asin Crubpe O1L TRANSPORTATION BOTTLENECK

The Williston Basin is currently
producing approximately 200,000
barrels of oil per day (bpd). North
Dakota is producing 110,000

bpd and Richland County in
eastern Montana is producing
approximately 60,000 bpd, along
with approximately 30,000 bpd
produced in southeastern Montana.

The Tesoro Refinery in Mandan

is refining nearly 60,000 bpd of
Williston Basin crude oil. Most
of the crude oil produced in
southwestern North Dakota and
southeastern Montana is shipped
by pipeline to the Guernsey,
Wyoming hub then to Denver area
refiners. Most Richland County,
Montana and northern North
Dakota crude oil is delivered to the
Clearbrook, Minnesota hub via the

Enbridge (ND) pipeline system.
The growing oil production in
the Williston Basin has surpassed
existing transportation capacity
and crude producers in the
Williston Basin have seen their
ability to market crude restricted
and some have experienced
significant differentials from
NYMEX posted crude oil prices.
The prospect of not being able to
market crude, or having to market
at significantly reduced rates, is
likely to create great uncertainty
with investors drilling new

wells and could have long-term
impacts as companies place their
investments in other areas of the
country or world.

There is a sense of urgency
because Bakken zone

FACTS

exploration in North Dakota

has not been as successful as in
Montana. Continued research,
through drilling new wells, is
needed to develop the right
completion techniques for an
economic Bakken oil play in North
Dakota. The cost of drilling a

well in the Williston Basin has
risen dramatically in the past year
and is now between three and five
million dollars per well. Investors
may become hesitant to continue p

-North Dakota is the ninth largest oil producing state. The state produced nearly 98,000 barrels of oil per day in 2003,
totaling 35.6 million barrels for the year. Currently, the state is producing 110,000 barrels of oil per day.

-At the end of 2005, there were 3,908 wells capable of producing oil and gas in North Dakaota. The average North Dakota
well produced approximately 23 barrels per day.

-The drilling rig count, which is a prime barometer for measuring new oil and gas activity, averaged 24 rigs a day in 2005,
and is currently at 39 drilling rigs. The peak year for drilling rigs was 1981, with an average monthly rig count of 119. The
all-time high was in October of 1981 with 146 rigs operating. However, with today's technology. one rig today can do the work

of four in 198I.
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BOTTLENECK, CONT’'D

drilling wells in an area where
there are problems marketing the
oil.

Enbridge Pipeline (North Dakota)
is working with producers

and shippers to meet their
transportation needs of getting
their production to market.
Enbridge is implementing its
capacity expansion of its pipeline
that would add an additional
30,000 bpd year round with a
potential of 45,000 bpd depending
upon temperature and crude oil
viscosity. The capacity expansion
project consists of adding drag
reduction agents (DRA) at selected
stations, hydro testing the pipeline
to insure the pipeline’s integrity at
increased pressures, upgrading and
adding new pumping stations, and
construction of a 52-mile segment.
The new segment would increase
transport capacity from Alexander
to Beaver Lodge including areas
of highest production increases

in western North and Richland
County, Montana oil fields.

On August 24, Enbridge
successfully completed the third
and final hydrotest on three line
sections from Beaver Lodge
Station to Clearbrook, Minnesota.
These successful tests allow

for the continued plans to add

additional pump stations along the
line segment to increase capacity
to Clearbrook. The successful
hydrotests also allow for safely
increasing capacity to Clearbrook.
The combination of increased
operating pressures and the use

of drag reduction agents have
currently added a capacity increase
of approximately 10,000 bpd

- 12,000 bpd from Beaver Lodge
to Minot and a capacity increase
of approximately 15,000 bpd
from Minot to Clearbrook. These
capacity increases will uctuate
along with temperature and

crude viscosity. These additional
capacities are in effect as of
September 1 from Beaver Lodge
to Clearbrook. Completion of the
entire expansion project, including
the new pipeline construction,

is estimated by year end 2007.
Enbridge continues to monitor
production trends and dialogue
with producers and shippers for
other potential pipeline expansion
opportunities to meet anticipated
demand.

However, that may still not be
enough new pipeline capacity

as we continue to see eastern
Montana produce more oil,
Bowman County’s oil production
increase, and Canadian crude

Please note: If you do not wish to receive further mailings from us,
please email ndpc@ndoil.org and you will be automatically remaoved

from our mailing list.
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being trucked into Williston Basin
pipelines and markets.

For more detailed information on this
issue, see — Williston Basin Crude Oil
Transportation Bottleneck Whitepaper

at www.ndoil.org/content/category/
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701.223.6380
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email: ndpc@ndoil.org

For more information,
please visit our website at:
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