North Dakota Department of Mineral Resources

—————————————

http://www.oilgas.nd.gov http://www.state.nd.us/ndgs

600 East Boulevard Ave. - Dept 405
Bismarck, ND 58505-0840
(701) 328-8020  (701) 328-8000




North Dakota 2010 Major Events

e “West of Nesson” code has been cracked
— 25 to 40 stages
— high strength proppant

o Tyler Assessment



North Dakota Oil Production (Barrels / Day)
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North Dakota Wells Drilled
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North Dakota
2010 Formations Discovered or Revived

e Three Forks

— 2,227 Bakken Pool wells
e 1,600 Middle Bakken
e 356 Three Forks
o 227 Upper Shale
o 44 Middle Bakken & Three Forks

o Tyler
— 1stwell planned late 2011



" Morth Dakota's Oil Transportation Infrastructure

Dec. 20010
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Tramsportation System Capacity, Barrels Per Day 2007 2008 2009 2010
Pipeline Transportation

Butte Pipeline 92,000 104000 118000 118000
Enbridge North Dakota 80,000 110,000 110,000 161,500
Tesoro Mandan Refinery 58,000 58,000 58,000 58,000
Pipeline Only Total 230,000 272,000 286,000 337.500
Rail Transportation

Various Sites including: Minot, Dore, Donnybroock, Stampede - 30,000 30,000 30,000
EOG Rail, Stanley, ND (Up to 90,000 BOPD) = = 65,000 65,000
Dakota Transport Sclutions, New Town, ND - - - 20,000
Rail Only Total - 30, 000 95,000 115,000

Pipeline and Rail Combined Total 230,000 302,000 381,000 452500







North Dakota
O1l & Gas Taxation

e Gross Production Tax
— 5% on oil
—July 1, 2010 through June 30, 2011
$0.0914/MCF on natural gas

e Extraction Tax

— 6.5% on ol

e 9 exemptions or rate reductions

e Only Incremental EOR, Tertiary, and Stripper Well
currently in effect
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What Does Every New Bakken Well Mean to North Dakota

A typical 2010 North Dakota Bakken well will produce for 28 years

If economic, enhanced oil recovery efforts can
extend the life of the well

In those 28 years the average Bakken well:

Produces more than 575,000 barrels of oll

Generates over $20 million net profit

Pays approximately $4,250,000 in taxes
$1,930,000 gross production taxes
$2,000,000 extraction tax
$320,000 sales tax

Pays royalties of $6,900,000 to mineral owners

Pays salaries and wages of $1,550,000

Pays operating expenses of $1,900,000

Costs $6,600,000 to drill and complete



North Dakota Oil Production and Price
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2,000 Bakken and Three Forks wells drilled and completed

26,000+ more new wells possible in thermal mature area
P90=5 BBO - P50=7 BBO - P10=11 BBO (billion barrels of oil)

e History Bakken - Three Forks P10 === Bakken - Three Forks P50

Bakken - Three Forks P90 —e— $/Barrel History & DOE-EIA Projected e $/Barrel P50

$/Barrel P10

ND Sweet Price $/barrel
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Western North Dakota

e 1,100 to 2,700 wells/year = 2,100 expected
e 100-225 rigs = 12,000 — 27,000 jobs = 21,000 expected

e 15 - 30 million gallons frac water/day

e 10 to 20 years

e 26,000 new wells = long term jobs



STOTIM Www. fotosearc! h.com

Storm www. fotosearc! h.com - EPA regUIa“C)n Of

Cap and trade hydraulic fracturing
proposals in congress could halt drilling activity
could reduce activity an for 18-24 months
estimated 35-40% production decline of

e — |;|

The future looks promising for

storm www.i fotosearc| h.com

Current administration sustained Bakken/Three Forks

budget contains tax rule development Federal regulations
changes that could require 6 -12 months
reduce activity an longer for drilling and

estimated 35-50% surface use approval



