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CEO Introduction 

The 2012 Reserve Report articulates the Company’s 1P, 2P, and 3P reserve position as certified by its 
long-standing reserves and resources third party certification agent, Schlumberger Technology 
Corporation (“Schlumberger”).  Schlumberger’s report is entitled “Reserve and Economic Evaluation of 
Proved, Probable, Possible Reserves and Contingent Resources Of Certain Norse Energy Corp. USA 
Oil & Gas Properties as of 31 December 2012”.  Results from the 31 December 2012 Schlumberger 
report are identical to the results reported from the 30 June 2012 Schlumberger report. 

The Company has adopted a policy of regional Reserve Reporting using external third party companies 
to audit its work and certify reserves and resources according to the guidelines established by the Oslo 
Stock Exchange (OSE).  Reserve and Contingent Resource estimates comply with the definitions set 
forth by the 2007 Petroleum Resources Management System (SPE-PRMS) prepared by the Oil and Gas 
Reserves Committee of the Society of Petroleum Engineers (SPE), reviewed and jointly sponsored by 
the World Petroleum Council (WPC), the American Association of Petroleum Geologists (AAPG), and 
the Society of Petroleum Evaluation Engineers (SPEE).  

Disclaimer 

The 2012 Reserve Report for Norse Energy Corp. ASA should be reviewed with the following conditions 
in mind: 

 There are numerous uncertainties inherent in estimating hydrocarbon reserves and resources, and in 
projecting future production volumes, costs and cash flows: 

o Reservoir assessments in general must be recognized as subjective processes of estimating 
hydrocarbon volumes that cannot be measured in an exact way 

o Assessments made by others may vary materially 

o The accuracy of any assessment is a function of the quality of available data and of 
engineering and geological interpretations 

o Results of future drilling, testing, production and new technology applications may justify 
revisions that could be material 

o Reserve and resource estimates are often different from the quantities of hydrocarbons that 
are ultimately recovered, as are actual timing and costs related to the recovered volumes 
compared to the assumptions. 

 The reported results reflect independent third party reviews of available technical and economic 
data sets and assumptions available by the end of 2012. 

 Interpretations and assumptions made may change over time, which again may affect the 
reported results. 

 The company uses third party certifications as a supplement to its decision process. In -house 
evaluations are also considered. 

Houston, 25 April 2013 

 

Mark Dice, Chief Executive Officer  
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Summary 
 

The table below summarizes the Company’s 1P, 2P, and 3P Reserves at 31 December 2012: 

 

Norse segment 
1P reserves 

(MMBOE) 
2P reserves 

(MMBOE) 
3P reserves 

(MMBOE) 

USA 1.76 4.35 4.43 

Norse Totals 1.76 4.35 4.43 

 

 

 Total 1P Reserves as of 31 December 2012 decreased from 7.72 MMBOE to 1.76 MMBOE 
compared to 31 December 2011, due to asset sale to Emkey Resources. 

 Total 2P Reserves as of 31 December 2012 decreased from 10.73 MMBOE to 4.35 MMBOE 
compared to 31 December 2011, due to asset sale to Emkey Resources.  

 Total 3P Reserves as of 31 December 2012 decreased from 10.81 MMBOE to 4.43 MMBOE 
compared to 31 December 2011, due to asset sale to Emkey Resources.  

All of the Company’s Reserves are located in its Central New York asset. 

 

The Company’s 2C Contingent Resources increased from 2011: 

 Total 2C Contingent Resources as of 31 December 2012 increased from 880 MMBOE to 951 
MMBOE compared to 31 December 2011, an increase of ~8% inclusive of asset sales to Emkey 
Resources and to an undisclosed buyer.  

· Western New York 2C Contingent Resources total 290 MMBOE and comprises 179 
MMBOE liquids-rich gas and 111 MMBOE dry gas. 

· Central New York 2C Contingent Resources total 661 MMBOE, all dry gas. 
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Assumptions and Methodology 
 
At year-end 2012, after the sale of its Herkimer production and gathering system and pipeline, the 
Company’s well stock had declined from approximately 100 producing wells to 5 non-producing wells, 
namely the Doty 1, Howe 1, Parker 1, Romahn 1, and Urgo 1 wells.  These wells contain proved 
developed non-producing (“PDNP”) reserves.  Determination of PDNP reserves uses a similar 
methodology to that historically used for proved developed producing (“PDP”) well performance.  
 
Standard geological and engineering methods generally accepted by the petroleum industry 
were used in the estimation of the Company’s reserves.  Deterministic methods were used for all  
reserves.  The appropriate combination of conventional decline curve analysis (DCA), production data 
analysis, volumetrics, and type curves were used to estimate the remaining PDNP reserves.  Volumetric 
calculations were based on comparisons made to similar properties for which more complete data were 
available for PDP well performance reserve estimates. 
 
Appropriate working interest and net revenue interest positions are built into each well forecast.  
Subsequently, operating expenses, gathering and shrinkage expenses, and capital requirements are 
netted against the performance forecast until either reaching the well economic limit or reaching the 
40-year forecast terminus – whichever comes first. 
 
For yet undeveloped assets where sufficient production histories from nearby properties exist, type 
curves generated based on localized averaging of those producing properties is used as the basis for 
gross production.  For formations with limited production history, testing and reservoir modeling are used 
as additional support for type curve development.  Company accounting documentation of operating 
expenses and capital requirements, form the basis for assigning reserves on an individual prospect 
basis. 
 
The undeveloped position of the company involves assets in all categories accepted by SPE definitions.  
They are qualified as Proved, Probable, and Possible. These traditional deterministic reserve 
calculations are geologically defined, based on assessed drilling risk following conventions accepted in 
Appalachian reserve analysis, and followed by the company’s US reserve analysts.  
 
The Company’s large volume of well log and interpretive drilling data complements thorough 
understanding of the producing horizons – especially when considering the extensive drilling density in 
the area of the company’s operations.  The first step in the process is to generate base maps.  The 
second step is to identify drilling locations aided by 3D seismic interpretation and desired prospect 
features.  The third step is a review by the Company’s certified reserve analysts (Schlumberger) to 
validate and categorize the drill prospects into either proved undeveloped locations, probable locations, 
or possible locations.  Schlumberger is very conservative in their approach and their categorizations 
meet the SPE definitions previously described. 
 
In addition to 1P, 2P, and 3P reserves, the Company’s technical staff has identified, and its reserve 
certification agents have certified, 2C Contingent resources in both its Central New York and Western 
New York lease areas.  Maps were prepared for all reservoir layers using extensive 2D and 3D seismic 
data followed by the placement of development pads, and then the assignment of a number of drilling 
locations for each pad.  This was done for both Central and Western New York areas. 
 
Quantification of the Contingent Resource potential is consistent with the same deterministic reserve 
calculation methodology used to identify 1P, 2P, and 3P reserves.  These contingent resources are 
identified by integrating the 3D seismic with other geological, petrophysical and engineering data.  
Contingent resources are typically located too distant from established production targets to sufficiently 
mitigate drilling and economic risks, which would allow their inclusion in higher reserve categories. 

 

In addition to the technical assumptions and methodology, there are also certain US pricing assumptions 

used by Schlumberger in the economic determination of reserves. 
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Pricing and Economic Parameters 

 

For purposes of reserve report generation, the Company uses an annually weighted NYMEX strip 
price for the five trailing years based on the last trading day on the exchange for the prior year.  For the 
current report, the last trading day for the NYMEX was December 31, 2012.  In addition, an 
Appalachian pricing adjustment of USD +0.10 per MMBTU is applied to the spot pricing settled 
averages to adjust the report for local market conditions (which historically trades positive to the 
market).  This again is consistent with SEC requirements for reserve reporting in the United States.  
 
As Appalachian reserves are long lived, acceptable reserve reports include 40-year default well life 
absent any economic considerations, which require reserve calculation termination prior to that time.  
Consequently, for time periods exceeding the 5 year strip price coverage, that last price is used as the 
base price for any remaining economic calculations required by the reserve report. 

The 5-year average strip prices (USD/MMBtu) used in the current report follows, when adjusted for 
Appalachian market premium: 

 
 
 
 
 
 
 
 
All costs are held constant for the life of the projects (no escalation).  Strip prices are adjusted for basis 
differential, quality, and fuel.  The base NYMEX gas prices are and the basis differential adjustment 
was a positive $0.10/MMBtu. 
 
Operating costs for all undeveloped wells were based on the 12-month average costs of the Company’s 
previously operated horizontal Herkimer wells.  Operating costs were applied as fixed per month per well 
cost along with an additional variable charge of USD 0.17 per Mscf charge for compression.  There is a 
4% ad valorem tax for production from these New York properties. There is no severance tax for the New 
York properties. 
 
Capital costs for the undeveloped wells were based on actual costs for the Company’s previously 
operated wells.  The capital timing was assumed to be two months prior to the start of production. 
Abandonment costs were not included in this evaluation. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Year NYMEX Gas Price, USD per MMBTU 

2012 2.996 

2013 3.580 

2014 3.945 

Remaining Life 4.129 
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Year (2012) to Year (2011) Changes 
 
As documented earlier, the following table is the Company’s 1P, 2P, and 3P reserve position at the end 
of 2012. 
 
 
 

Norse segment 
1P reserves 

(MMBOE) 
2P reserves 

(MMBOE) 
3P reserves 

(MMBOE) 

USA 1.76 4.35 4.43 

Norse Totals 1.76 4.35 4.43 

 

 

 

During 2012, the Company had the following reserves development: 

 

Reserves Development 
2P reserves 

(MMBOE) 

Balance (previous ASR) as of December 31, 2011 10.73 

Production 2012 - 

Acquisitions/disposals since previous ASR (6.38) 

Extensions and discoveries since previous ASR  - 

New developments since previous ASR - 

Revisions of previous estimates - 

Balance (current ASR) as December 31, 2012 4.35 

 
 
Notes: 

 

 Figures are consolidated on a corporate level 

 Reserve and resources estimates comply with the definitions set by the 2007 SPE Reserves 
and Resources Management System (PRMS) 

 
The most significant change compared to last year’s report is mainly attributable to: 
 

 The sale of its operated production, ~22,000 held by production (“HBP”) acres (in which Norse 
retains a 37.5% working interest in the deep Utica formation), gathering system, and pipeline 
rights of way in Central New York.  

 
 All US numbers from Schlumberger are net to the company’s interest after royalties  
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Consolidated Results 
 

 

 

2012 Annual Statement of Reserves 

Non-Development Assets 

As of 
Dec. 31, 

2012 1P/P90 2P/P50 

Norse 
Energy 

Liquids 
MMbbl 
Gross 

Gas 
Bcm 

Gross 

Total 
MMBOE 
Gross 

 

Average 
Working 

Interest % 

Net 
MMBOE 

Liquids 
MMbbl 

Gas 
Bcm 

Gross 

Total 
MMBOE 
Gross 

Average 
Working 

Interest % 

Net 
MMBOE 

Central 
New York 

 
0.35 2.00 88.1% 1.76 

 
0.87 4.94 88.1% 4.35 

Total 0.0 0.35 2.00 - 1.76 0.0 0.87 4.94 - 4.35 

           

Total 
assets 0.0 0.35 2.00 - 1.76 0.0 0.87 4.94 - 4.35 

 

 

Management Discussion and Analysis US 
 
In mid-2011 the Company suspended its Herkimer drilling campaign and shifted its attention to planning 
the development of its 98% pure shale play in the Marcellus and Utica shales.  In 2012, the Company 
sold its operated Herkimer production, gathering facilities, and associated right of way.  The Company is 
now left with five non-producing wells with a small amount of PDNP reserves, but still has a number of 
3D-identified Herkimer drilling locations characterized as Probable or Possible by Schlumberger.  
 
The future of the Company lies in its attractive Central and Western New York stacked shale plays.  In 
2012, the Company grew its contingent resource base from 880 net MMBOE to 951 net MMBOE, 
inclusive of reported asset sales.  The increase was due to improved reservoir characterization of its 
Western New York asset, and improved development planning of pad layouts and horizontal wells in both 
Western and Central New York assets.  
 
The Western New York asset contains liquids in the shallow conventional Bradford sandstones, wet gas 
in the Upper Devonian and Marcellus shales, and dry gas in the Utica shale. 
 
The Central New York asset contains dry gas in the Marcellus and Utica shales. 
 

Development of the 951 net MMBOE contingent resources is dependent on final issuance of New York 

State’s Supplemental Generic Environmental Impact Statement (“SGEIS”) that would allow high volume 

hydraulic fracturing (“HVHF”). 
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DEFINITIONS: 
 
Proved Reserves 
Proved Reserves are those quantities of petroleum, which by analysis of geoscience and engineering 

data, can be estimated with reasonable certainty to be commercially recoverable, from a given date 

forward, from known reservoirs and under defined economic conditions, operating methods and 

government regulations. 
 
Probable Reserves 
Probable Reserves are those additional Reserves which analysis of geoscience and engineering date 

indicate are less likely to be recovered than Proved Reserves but more certain to be recovered than 

Possible Reserves. 
 
Possible Reserves 
Possible Reserves are those additional reserves which analysis of geoscience and engineering data 

indicate are less likely to be recoverable than Probable Reserves. 
 
1P = Proved Reserves 
2P = Proved and Probable Reserves 
3P = Proved, Probable and Possible Reserves 
 
Contingent Resources 
Those quantities of petroleum estimated as of a given date, to be potentially recoverable from known 

accumulations by application of development projects, but which are not currently considered 

commercially recoverable due to one more constraints. 
 

 


