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Modified Safe Harbor Statement

If you rely on any information in this
presentation to make investment
decisions, you deserve to lose all

your money.
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* Crude transportation & market dynamics
« How big Is it?

 Impacts of the boom

* North Dakota business climate



North Dakota Oil Production, MBOPD

Jan-2013 NDIC “Director’s Cut” (Lynn Helms)

Oil: 738 mbod (704mbod from Bakken)
Gas: 793 mmcfd (29% flaring)

Producing wells: 8,322

Wells drilled, waiting on frac: 410

Rig count: 185 (all time high 218, May-2012)




North Dakota Oil Production, MBOPD

LOW RISK BASIN!

The NDIC estimates that > 99% of wells succeed in producing oll,
and

90 percent are economically successful.

(Petroleum News Bakken, March 3, 2013)




The 20™ Annual Williston Basin Petroleum Conference in Bismarck ND
May 22-24, 2012 had a record-breaking attendance of 4,051 people,
breaking the record set in 2010 by nearly 1,300 people. The Conference
included:

* Three hundred exhibitors, including 282 indoor exhibits and 45
outdoor exhibits. In fact, the conference was such a large draw,
exhibit space sold out within 17 minutes;

* Representation by more than 2,102 businesses, including 145
sponsors.

* Attendees from 47 states (Maine, Hawaii and Delaware being the only
states not represented);

* Seven Canadian provinces;

* Nine countries, including the United States, Canada, France,
Germany, Nigeria, Norway, Taiwan, Turkey and the United Kingdom;

Source: NDPC 7



2011 Impact in ND:

y, March 21, 2013 B Covering the Williston Basin Bl Volume 3, Issue 12

“...the industry also has
directly and indirectly
created 60,000 jobs...”
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“You are part of an historic event”
Terry Kovacevich, MRO Bakken Asset Manager, to MRO employees

Source: Bismarck News, Bakken Weeklly Breakout, March 13, 2013



H.O. Bakken #1 ]

Williston
Basin

Source: bakkenresourcesinc.com




Bakken Formation Three Forks Formation

upper shale middle member  lower shale
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‘TYPICAL HORIZONTAL OIL WELL

9-5/8” in 13.5” Hole
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Source: NDIC

Horizontal lateral VP

Middle Bakken
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TYPICAL HORIZONTAL OIL WELL

Packer

e

4.5” Run in hole with:
Frac «4.5” liner
String

« 30-40 swell packers
cement * sliding sleeves / P&P
« 3rd Jayer of protection
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Middle Bakken

45" liner

Source: NDIC 12



TYPICAL HORIZONTAL OIL WELL

Packer

4.5”
Frac
String

Cement

Source: NDIC

30 to 40 individual frac “stages” in a
10,000 ft long horizontal wellbore

Middle Bakken
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Striving for Performance Improvement

Industry
Completion Practices (1,600 wells)*
MRO Per Well EUR by Year MRO Per Well Avg IP by Year
600 1200 35
u Frac Fluid (BBL/Ft) Souce: NDIC database
30 +
500 1000 | Stages (#)
| ® Proppant Density (x 10 Ib/ft)
@ 400 - 800
-]
3 a
& 300 S 600 -
D 2
]
o
&5 200 400 -
100 200 -
0 0" 2007 2008 2009 2010 2011
2008 2009 2010 2011 2008 2009 2010 2011
80
Drilling Efficiencies = 70 7y A
70 a
@ 60
F 2 50 A
= T A A
=
& 3 40 +K
o o
= € 30 - -
2 = A 90 Day Cum Oil vs Frac Fluid*
.:_E_ g 20 -
z F 10
o
= 0 T T T )
=3
W

0 20,000 40,000 60,000 80,000

90 Day Cum Oil (BBL)

2006 2007 2008 2009 2010 2011 2012
B MOCSpud to Spud M MOCSpud to TD Ii’v\\[l

MarathonQil

Marathon Oil Corporation (presented at the 2012 WBPC) * Source: NDIC database 14



NORTH DAKOTA BAKKEN WELL PRODUCTION PROFILE

3001 - 600,000

Cumulative well
production (fitted)
2501 - 500,000

2001 - 400,000

150 - 300,000
Cumulative well production totals: Year 10 = 348,000 bbl;

Year 20 = 466,000 bb!; Year 30 = 546,000 bbl; 19% of the
1004 average well's EUR is realized in the first year, 46% by the - 200,000
fifth year, and 64% by the tenth year,

Cumulative production bbl
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production (fitted)
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Oil & Gas Journal, 4/2/2012, “Bakken's Maximum Potential Oil Production Rate Explored”, James Mason
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Drill Spacing Units

L EED '

Source: www.nd.dmr.gov




Stand-Up vs Lay-Down wells
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Source: NDIC (Vern Whitten Photography)



development concept

lower Three Forks

— — TN Forks
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Lodgepole
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Today’s typical well is 10,000ft deep with 10,000ft horizontal bore.

Source: Marathon Oil Co, 2012 WBPC






ND Bakken Operators
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Acreage statistics from various public sources. Production statistics from NDIC website.



North Dakota Crude Oil Pipelines
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Barrels Per Day

Estimated ND Rail Export Volumes
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Railroad Terminals

New Town (CP), ND

(source: www.dakotaplains.com)
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Access and Expansion
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Source: NDPA
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Improved Refinery Yields vs.

Benchmarks

Crude Quality:
API Gravity & Sulfur
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Forecasting Williston Basin Oil Production, BOPD
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Reserve Growth Estimates
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Truck Traffic—Crude Oil Gathering

Impacts: Infrastructure is
e Traffic slowly catching up
e Accidents to development.
* Road
deterioration
* Dust

W Truck M Pipeline

NDPA, Feb 2012 data 32



Truck Traffic—Crude Oil Gathering

Impacts:

* Traffic

* Accidents

* Road
deteriorat

* Dust

Infrastructure is

slowly catching up
to development.

A 77 mile, 12” diameter
pipeline, constructed in ND in
2012 by Bridger Pipeline, was
estimated to reduce crude oil
hauling by 300 loads per day

and reduce 55,000 truck miles
daily from HD highways.

NDPA, Feb 2012 data
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Housing and “Man Camps”

http://www.businessinsider.com

Target Logistics, Dunn County,
ND (600 beds)

34

http://bismarcktribune.com



G5 plirirne:

“North Dakotans hate waste.”
(Gov. Jack Dalrymple, June, 2012)

B — ‘ : - i Photo by L. C. Ibele
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[ New or Expanding Gas Plants

$4 billion - New study shows
this needs to double

1000 —
M Gas Production

. 800
la i Plant Capacity
i .
S 600 ‘
s Need 30,000 mi of
400 9athering lines
200 -

e ol A | |

ﬂ‘ wall - 2006 2008 2010 2011 2012

Source: NDIC




Widely-publicized Negative
Impacts

« Hiring and impact on minimum wage

pusinesses (difficulty attracting and

Keeping employees)

« Schools, hospitals, law enforcement,
soclal services (struggling due to
population influx)

 Crime, drugs, prostitution (lost sense of
security)

38



Personal Wealth Creation

- oA

First month’s royalty check = $172,500

23,000 BO x (3/16) x (640/1280) x $80/BO

Each well will generate S7.3mm in royalties (NDIC)

Photo by L. C. Ibele 39



What makes ND successful?
(North Dakota Governor, Jack Dalrymple, 2012 WBPC)

» Keep your fiscal house in order

* Keep taxes down

 Have a reasonable regulatory climate
* Have a friendly business climate

Photo by L. C. Ibele



2010 Effective OIl Tax Rate
(top 8 oil producing states)

Covenant Consulting Group, study commissioned
by North Dakota Department of Commerce.

At 9.8%, ND has the 4t |[owest tax rate!
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Source: Dickinson Press, February 28, 2013
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How Alaska makes headlines
in North Dakota...

Congratulations on being Mo. 2
for oil production North Dakota,
but don‘t get used to it.

Alaska Gov. Sean Pamell

Energy A8

NSON PRESS

www.thedickinsonpress.com [ Saturd: ay, ’une 16 2012

18 Pages * 75 cents

Interstate Oil & Gas Compact Commission,
Vancouver, BC, June-2012 42



A Long Road Ahead for AK...

1935 1990 1985 2000 2005

— North Dakota Field Production of Crude Oil — Alaska Field Production of Crude Oil

Source: U.S. Energy Information Adminisiration

Data source: www.eia.gov




How does It feel to be number 3?2

727,135

Don’t ask AK.
Ask California!l

242,447
194,766 192,401

2012 Oil Production, 1000’s bbls

Data source: www.eia.gov
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WHEN DID ALASKA’S OIL INDUSTRY BECOME . . .

The enemy?

“To listen to some legislators rant endlessly on the
television news shows, to listen to young and breathless
TV reporters, to read some editorials, to read all too
many letters expressing bitter viewpoints about greedy
petroleum giants, you’d think Alaska has been pillaged
and stripped bare by forces of evil who care nothing for
this state or its future.”

\/olce ofithe Times, ADN, 7/20/06
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Marathon oﬁice_bu'llciing under construction in Dunn Center, ND, 2012, Photo by L. C. Ibele



“Welcome to North Dakota. We’'re
open for business.”

North Dakota Governor, Jack Dalrymple
6/14/12
North Dakota Governor’s Pipeline Summit

Photo by L. C. Ibele



Tha Bakkan—Surmnrnarizacl:

-

* Its big

* Its technology-driven
* Its growing
* Its supported by a friendly business climate

Photo by L. C. Ibele
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Addendum

« At the conclusion of my presentation at the
Anchorage Alliance breakfast on 3/28/13, a
question came from the audience, “what is
the total government take in North Dakota?”

 The following slides were added to answer
that question, and to illustrate the fact that
the total government take is only one of
several factors inhibiting investment in AK.



Average Government Take at $100 Per Barrel
Other Jurisdictions
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MakeAlaskaCompetitive.com, Feb 13, 2013 presentation by Barry Pullium, Econ One
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http://gov.alaska.gov/parnell/priorities/resources/fill-the-pipeline.html



Additional investment considerations

e Risk--99% of ND Bakken wells find oil, 90% are economic
(statistics from NDIC). Similarly, risks in other other areas are
also lower than in AK.

* OPEX and CAPEX in Alaska are much higher than in other
jurisidictions (see Slide #54)

* Regulatory climate and ease of permitting are also a deterrant
to Alaska investment (see Slide #55).



Alaska’s Days of “Easy Oil” Are Gone: High Costs and High

Government Take Present Challenges

$/boe costs (Capex, Opex)

Conventional - Texas
Conventional - Louisianna
Unconventional - Barnett - Texas

Unconventional - Haynesville - Louisianna
Unconventional - Bakken - North Dakota

Unconventional - Eagleford - Texas

New Light Oil Alaska

Mid-High Cost Development Alaska

High Cost Development - Alaska

Costs are significantly higher in Alaska than the Lower 48 — even compared to unconventionals. Meanwhile,

Alaska’s Government Take has nsen significantly over recent years, meaning new project economics can be
very challenging

Alaska Hydrocarbons Fiscal System Analysis | @ PFC Energy 2013 | January 2013 PFC Energy

54
MakeAlaskaCompetitive.com, Feb 13, 2013 presentation by Barry Pullium, Econ One
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H Mild deterrent O Strong deterrent B Would not invest
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Dr. Gerald Angevine, Senior Economist, The Fraser Institute, Alliance 2013 Annual meeting
http://www.alaskaalliance.com/servlet/content/presentations.html



Conclusion: simply having a tax regime that is “no worse than”
other jurisdictions is a start, but likely it will not be enough for
Alaska to compete for significant oil and gas investment.

Alaska has vast resources, but it needs to improve not just in
taxes, but in other controllable areas (regulatory and business
climate) to compensate for uncontrollable factors such as high
risk and high cost. Alaska needs to become a more attractive,
(friendly) place to do business.

“Alaska is open for business” is a fine slogan, but it was first used
by our Governor (Knowles) over 13 years ago, and without
meaningful action over that time, we have continued down the
path of decline. Action that has occurred (principally, ACES)
appears to have hurt, rather than improved the situation.



