
EXHIBIT 1

April 25, 2012

SUBJ: STATUS REPORT -

Presented to: Montana Board of oir and Gas conservation

Presented by: Principal Investigators - John Evans, Leo Heath, Burt Todd
Montana Tech petroleum Engineering

ffijr,#ghas 
been underway since earry 2012. The foilowing tasks are being

1. Compiling Field Data
o Utilizing MBgg fire records (B students emproyed for data entry). Building an Ms-Access data'base (wifh rrerp trom a DB crass project)r Ability to sort and query ail data foiv{erts, .orpt"tion., 

"nj 
ploJl.tion

2. Geologic Model

' compiled avairabre verticar intervarweil roosr choose and correrate rerevant-foy".fi9n tJps (upper, middre, rower Bakken)' freparing georogic maps: structure, i{rtervai ihicknesses. Defining net pay parameters
o combining into initiar georogic moderlof fierd area

3. Operator Visits 
Io ! major operators in field, 1g total well operators

' Making reservoir engineering and ge{rogic .ont".tto Planning company visits to copy reler{ant data

4. Summer Work Schedule
. Expanded work schedule after spring lclasses. Expect decisive work on georogic rJ4"rfeeding into reservoir moder

Detailed Annual Report
o Present to Board in Novemb er,2012

5.

Pelroleum Engineering Depanment | 
.1300 

Weot park Street I Butte. 59701 | 406.496-4197 | FM406-496-4417 | www.mtech,edu/mines/pet_erE



Montana Board of Oil and Gas Conservation

INTERIM REPORT

Scope of Work
Development of

Procedures Manuals
and a

Field Inspection System

DNRC MOU 128220
Montana Tech of the University of Montana

EXl.l,lB'fT 2 4/23/20L2

Concerns from the Audit

1. Inspection procedures, documentation and
risk prioritization (Recommendations L, Z, gl

2. Timelines and guidelines for policy
enforcement and corrective actions
(Recommendation 4)

3. BOGC compliance with State of Montana lT
policies (Recommendations 5, 6 and 7)

Scoping Team. Dr, FrankAckerman
Computer Sclence and Software Englneerlng. Dr. Merle Benedict
Safety, Health and Industrlal Hyglene

. Dr. Bill Drury
Envlronmental Englneerlng

. Kay Eccleston, MS
Technlcal Communlcatlon

. Dr. Celia Schahczenski
Computer Sclence

. John Getty, MS
Petroleum Engineerlng

Methods
. Review of current BOGC documents. Ride along - Field Supervisor Gary Klotz. Conference calls- BOGC personnel
. Private interviews - Field inspection personnel. Discussions with Lisa Blanford - LAD. Contact with players in enforcement and inspection

- Texas

- Colorado

- North Dakota
* Ground Water protection Council

Proposed - Two-phase project
. Phase t - oevetop scoftoEffill

- Rovlew perflnent documents
. Exlstlng proc€dures docum6ntatlon, forms. Reportfrorn the LeglslatlveAudlt Commltt€e. EPAUlCmanual
. Appllcable Montana Regulquons

- Wrlte speclflcailons
. Recommended,dellverables
. Estlmateofetfort
. DraftofRFe

. Phase2-lmplement

Ride along with Field Supervisor

Accompany

Gary Klotz
on several different

types of field
inspections

16 Feb 2012



4/23/2OL2

Daily Inspection process

Montana Tech Scoping Team
Observations on the Current process

. Data is recorded three (or more) times

. No formal written procedures

. No formal policy on inspection priorities

. Dependent on informal, on_the_job training
- Compoundr:d by imminent retirement(s)

. Data is not readily accessible on the web. Satisfying LAD recommendations is not trivial
and will require significant investment

Field Notes - the Daily Inspection Form

Recommendations for
Addressing LAD Concerns

Two principle approaches for phase ll were
considered by the Montana Tech team:

1. Develop Field Inspection procedures Manual

2. Develop Computerized Inspection System



4/23/20L2

Field lnspection procedures Manual
. Provides a reference for inspectors
. Provides the foundation for a training program
. Provides research and rational for computer

system
. Two main outputs

- Field Inspection procedures Manual
- Concurrent Concept of Operations documentation

for software

Computerized Inspection System
. 

Il:'::]::-r"ed todevetop and maintain a paper
procedures manual

. Guides.inspectors through the process, reducins
errors,.improving consistency ana .ornp"n.itin! ror.longevity/field experience. Can assist in selection of wells to be inspected,
mitigates enforcement follow_up issues. Reduces redundant handling of data. Can automatically notify the operator of violations. Method is well developed, deployed in several states

lnterim Conclusions
. Development of a Field Inspection Manual willaddress many of the Lno iriJui. ior,il""*i ii,rirrrequire additiolpl/new processes e.g. to unruie'entorcement follow up dnd consistefrt ;pill 

-"'-
reporting

. S*everal advantages flow from a Computerized
Inspection Svstem

- tmproved eificiency
- Reduced cost

- Simplified deployment of data to the web
- Speeds generation of performance metrics

Board of Oiland
Gas conservation SP"nf#:fllgflf
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tNro srArE spEctAt nevenue eccoiii etwii

Production Tax
Production Tax

Permit Fees
Permit Fees

Enhanced Recovery Filing Fes
Interest on Investments

Proceeds

Tax Rebate
of Documents

Reimbursemts

pelcsntago
FY12 FY1I FY12:FY11

1,415,092 1,562,s46 0.91180,620 265,464 0,6847j50 54,300
219,200 208,650

9,423 4O,3s2 o.2g

in''
5,500 7,496 o.7g246 25.goo

|NTO DAMAGE Mtnaanou eCcouuiis otglsni

FY1 1

in from Orphan Share O
|nter€st 0Forfeitures o

Reimbur6e for Fencing (Segelman) 2,BOO .,
fnterest on Investments 620 

F

$ 3,420

FORFE'IURES.4S O F S/g 1 /1'
into Damage Miilgation Account

N_orth American Technical Tradlng Compan| | reurrs uompan 0 60,000Exploration 
1o.ooo

TOTAL
70,000

REVENUE INT0 GEN EF{/.L FU/{,DFFfrFNEs;;IiEin
FY12

oil 20
10
20
80
10

5,000
120

10
OA

4,900

10

10
10

1,000

40
s40
100

30
50
90

1,040

120
5,000
1,100
5,000

70

60
80

130

80
70

60
70

(5,000)

OU

70
300

70
100

Oil & cas LLC
James D

Jameg D

Inc.

Slawson Exploration Co
Montana Ono LLC

Oll Co
Phoenix Enorgy Inc.
Mountain Pacific General
Justlco Oilfleld Water Service lnc

Wadman (Frank Miiler)
Holdlngs LP

Dlsposal & Peholeum
Sherldan Facility

Oil & cas LTD
Hawloy Oil

American Enorgy Group
Wolf Producflon Company
rt Energy Serulces LLC (Jake Oi

Grey Wolf production Compeny
Phoenix Energy Inc.

Paciflc Genoral Inc
oil

En€rgy

Energy Services LLC (Jaks Oi
Baxter

oil
F. Parsell Partnership
Oil Co

James D. Hofland
Quinque Oil
Harry Knaup

Oil & cas
Energy LLC
tnc

Frank Baxter
ECA Holdings Lp

Shay

oil
Grynberg

Cut Bank Gas
L&B Welt Service (poor Boy Oil) 2,500



201 lSouthe;n - TankBattery2

Authoized Amt Expended Batanc'

300,000 o 3OO,OOO300,000,, o 3OO,OOO-3@t,847[ 166,048 138,799

?ojpl o 2o4,ss1

2 Teachers Workshop
I Study - MT Tech

43,000
179,091

6,250
27,458
60,000

400
165,000

..166,00En
{1 424,650[)

-'---7'

- 43,000
4,944 174,147
715 5,535

Scope of Work - MT Tech

iquid Gold Well Service, Inc. - 09 Northern
iquid Gold Well Service, Inc, - 09 Southern

C-Brewer - 07 & ll southern Tank Battery

Case

BOGC Duties Amt Spent Last Svc Date
23,574 03t12

otal



Montana Board of Oil and Gas Conseryation
Summary of Bond Activity

Z/6/2012 Through 4/23/2012

EXHIBIT 4

Approved

Armstrong Operating, Inc.
Dickinson ND

425 11

RLIINSUMNCE COMPANY

Approved

Amount:

Purpose:

3t22t2012

$10,000.00
UIC lSingle Weil BondSurety Bond

$ 10,000.00

BOH Inc.

Cleafield UT
708 U1

Lexon Insurance Company

Approved

Amount:

Purpose:

3/27t2012

$50,000.00
UIC Blanket BondSurety Bond $50,000.00

Hillcrest Exploration, Inc,
Houston TX

709 c1

Wells Fargo Bank, NA
Certificate of Deposit

Approved

Amount:

Purpose:

4t5/2012

$5,000.00
Single Well Bond

$5,000.00

1445 M1
Approved

Amount:

Purpose:

4t3t2012

$50,000.00
Multiple Well Bond

$50,000.00 TRAVELERS CASUALTY & SURETY CO, HARTFORD

6980 T4
Approved

Amount:

Purpose:

4t9t2012

$10,000.00
UIC Single Well Bond

$10,000.00 American Safety Casualty Insurance Companv

682 G2

$10,000.00 Wells Fargo Bank Montana

Approved

Amount:

Purpose:

3/26/2012

$10,000.00
Single Well Bond

Eagle Oil & Gas Co,
Wichita Fails TX

Wind River Hydrocarbons, rnc.
Englewood CO

6 T'1

U,S. Specialty Insurance Co.

Released

Amount:

Purpose:

4/5t2012

$20,000.00
UIC Single Weil Bond$20,000.00

Huber, J.M., Corporation
Houston TX

3580 M1
Released

Amount:

Purpose:

4t12/2012

$50,000.00
Multiple Well BondSurety Bond

Surety Bond
$50,000.00

$50,000.00
SAFECO INSUMNCE CO.OF AMERICA
Argonaut Insurance Company

Huntington Resources, Inc.
Tulsa OK

Letter of Crbdit $50,000.00

251 Ml

Arvest Bank

Released

Amount:

Purpose:

4/4/2012

$50,000.00
Multiple Weil Bond

L.S. Farms, Inc.
Oilmont MT

394 D2

$5,OOO.OO HERITAGE BANK - CHESTER

Released

Amount:
Purpose:

4/5t2012

$5,000.00
Domestic Well BondCertificate of Deposit

Page 1 of2



Montana Board of Oil and Gas Gonservation
Summary of Bond Activity

3 I 6t 20 1 2 Through 4 lz\t2o 1 2

Released

L.S. Farms, lnc.

Oilmont MT
394 D1

HERITAGE BANK - CHESTER

Released

Amount:

Purpose:

4t5t2012

$5,000.00
Dornestic Well BondCertificate of Deposit $5,000.00

Northern Oil Production, Inc.
Bozeman MT

5421 T4

FIRST INTERSTATE BANK

Released

Amount:

Purpose:

4/12t2012

$10,000.00
UIC lSingle Well BondCertificate of Deposit $'10,000.00

Rooney Operating Co.
Englewood CO

68 M1

NATIONAL UNION FIRE INS. CO.

Released

Amount:

Purpose:

4/16/2012

925,000.00
Multiple Well BondSurety Bond $25,000.00

Rooney Operating Co.
Englewood CO

68 G1

NATIONAL UNION FIRE INS. OF PA
Surety Bond

Released

Amount:

Purpose:

4t16t2012

$5,000.00
S;ingle Well Bond

$5,000.00

Woods Land Company, LLC
Billings MT

584 M1

$5O,OOO.OO FIRST INTERSTATE BANK
Certificate of Deposit

Released

Amount:

Purposei

3t30t2012

$50,000.00
Multiple We| Bond

Page 2 of 2
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