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GasFlaring-- Issues and PotentigDutcomes

AWhatis happening in North DakotaHow much gas
IS being flared and why?

AWhatis the value of the flared gas?

A State regulations

A State of flared gas in the Rockies
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industry

Founded in 1944 in New York. Established as a
groupto explain markets and fundamentals,
heating oil industry

Previouslthe Petroleum Industry Research
Foundationnc (PIRINC) until we moved to
Washington in 2007

Grewlargely into a downstream organization, but
have since moved extensively into upstream and
midstream

Extensivavork on ethanol, refining, U.S. shale
plays, KeystonXL

www.eprinc.org-- checkout our research, its free
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Exports, Imports, and Energy Security

Keystone XL Pipeline and the Role of Canadian Oil Sands

EPRINC Briefing Memorandum
December 21, 2011
(Download PDF version for citations)

Over the past 18 months EPRINC has published several assessments on the
economic benefits of the proposed Keystone XL pipeline. The project has been
subject to an environmental review for the last three years with expectations a
decision would be made by early 2012. However, the Obama Administration
recently decided to delay a decision on whether to issue a permit for the pipeline
until 2013 in order to evaluate an alternative route in Nebraska. Congressional
concerns over further delays on the project are now generating legislative
initiatives to accelerate a presidential decision on the project.

The pipeline is opposed by many environmental groups who seek to constrain
further development of Canadian oil sands and view halting the pipeline as an
effective strategy to do so. Opponents of the project also have raised concerns
that the benefits of the project are over stated since rising shipments of Canadian
oil sands to the U.S. Gulf Coast may also yield higher export volumes of refined
petroleum Read More >>>

6, 2012 in Crude Oil, Refining

WSJ Opinion: The Keystone Debacle

THE WALL STREET JOURNAL

OPINION

November 16, 2011
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North Dakota and the
Bakken
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North Dakota Oil and Gas Production
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North Dakota Wells with Gas Sales
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Number of Wells with First Time Gas Sales by Mo
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Economic Value Captured

96.8%

B Economic Value
Captured

B Economic Value
Flared

3.2%

Source: North Dakota Pipeline Authority
Energy Policy Research Foundation, Inc. | 1031 31st St, NW Washington, DC 20007 | 202.944.3339 | www.eprih@.org



EPRINC_

Greater than 906 ofEnergyProduction Captured
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BakkenGas Infrastructure

SourceGIS Data Hart Energy April 2012
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Natural Gas Processing Plants and Pipelines
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So,why so much flaring?

1. Feasibility and economic viability of immediately getting gas to maktest of these wells will in
time will be hooked up to gas processing facilities; however, there are some wells in North Dak
that are decades old and so far from any other existing well or facility that it may never be feasi
to capture the gas from that single well.

2. Size and Maturity of the PlayNew play with rapid development (partially because of leasing
requirements) and spread across over 15,000 sqg. miles continually seeing better well completic
and higher production rates

3. Severeweather limitations in NortfDakota,housing shortages, manpower

4. Valuable associated naturgas that is high in NGLbut lowin pressure, must bprocessed and
separatedto remove the different components in the NGL stream. Much higher value than curre
Henry Hub prices

5. Over $3 billion is being invested by the industry for gathering and processing in the next few ye
Significant gathering and processing grosuds taken place over the past several years, but has
simply been unable to keep up with such strong production growth...lag in gathering, compress
and processing infrastructureolder facilitieswere not built to handle currentolumes
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North Dakota Flaring Regulation

38-08-06.4. FLARING OF GAS RESTRICTED - IMPOSITION OF TAX - PAYMENT OF
ROYALTIES - INDUSTRIAL COMMISSION AUTHORITY. As permitted under rules of the
industrial commission, gas produced with crude oil from an oil well may be flared during a
one-year period from the date of first production from the well. Thereafter, flaring of gas from the
well must cease and the well must be capped, connected to a gas gathering line, or equipped with
an electrical generator that consumes at least seventy-five percent of the gas from the well. An
electrical generator and its attachment units to produce electricity from gas must be considered to
be personal property for all purposes. For a well operated in violation of this section, the producer
shall pay royalties to royalty owners upon the value of the flared gas and shall also pay gross
production tax on the flared gas at the rate imposed under section 57-51-02.2. The industrial
commission may enforce this section and, for each well operator found to be in violation of this
section, may determine the value of flared gas for purposes of payment of royalties under this
section and its determination is final. A producer may obtain an exemption from this section from
the industrial commission upon application and a showing that connection of the well to a natural
gas gathering line is economically infeasible at the time of the application or in the foreseeable
future or that a market for the gas is not available and that equipping the well with an electrical
generator to produce electricity from gas is economically infeasible.

Source: N.D. Century Code.
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Covering Multiple States and Two Countries
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