
REQUEST FOR PROPOSALS 
 

Oil Quality Bank Study 
 
Background 
The Williston Basin is currently producing approximately 200,000 barrels of oil per day.  
North Dakota is producing 110,000 barrels per day and Richland County in eastern 
Montana is producing approximately 60,000 bbls per day, along with approximately 
30,000 barrels per day produced in southeastern Montana. 
 
Most of the crude oil produced in southwestern North Dakota and southeastern Montana 
is shipped by pipeline to the Guernsey, Wyoming hub then to Denver area refiners or to 
Wood River, Illinois on the Platte Pipeline.  Suncor Energy Inc. has two Denver 
refineries with a total refining capacity of 90,000 barrels of oil per day.  One of those 
refineries, the Commerce City refinery, near Denver, was operated at reduced capacity 
while the company upgraded the facility to refine more crude oil from Canadian oil 
sands. The Western Canadian Sour (WCS) crude oil is shipped to the refinery via the 
Express Pipeline, which runs through Montana and Wyoming to Colorado.  Kinder 
Morgan Canada, which owns the Express Pipeline, says the pipeline was flowing well 
below its 270,000 barrels per day capacity during the refinery turnaround.  The Platte 
Pipeline has been apportioned since the 4th quarter 2005 and is applying a historical 
apportionment policy. 
 
Most Richland County, Montana and northern North Dakota crude oil is delivered to the 
Clearbrook, Minnesota hub via the Enbridge North Dakota pipeline system.  This system 
has been apportioned for the past few months and is applying a historical apportionment 
policy to deliveries at Clearbrook, Minnesota.   
 
The Enbridge Pipeline ships a sour oil stream and a sweet oil stream on a single pipe 
segregating the two streams through batching.  The following events have caused the 
Enbridge Pipeline nominations to significantly exceed its capacity: 
 

1. Success of Bakken drilling program 
2. Collapse of the Guernsey, WY oil market 
3. Connection of third party pipeline to Enbridge Pipeline 
4. Overburdened Canadian oil transportation infrastructure 
5. Presentation of arbitrage opportunities as the sweet-to-sour differential has 

widened 
 
The oil transportation infrastructure problem in the Williston Basin is quantitative 
(insufficient oil pipeline capacity) and qualitative (insufficient quality regulation).  
Insufficient quality regulation worsens the insufficient pipeline capacity problem.  The 
five factors enumerated above have attracted a variety of non-traditional grades of oil to 
the Enbridge Pipeline.  Many of these non-traditional grades of oil have quality 
specifications (gravity and sulfur) outside the range of values for the historical Enbridge 
Pipeline common stream barrel. 
 



Objective 
The Industrial Commission through the Oil and Gas Research Program is seeking a 
study/assessment of whether the establishment of an Oil Quality Bank would mitigate the 
oil transportation issue faced by oil producers in North Dakota.  The study/assessment 
must be completed by December 1, 2006. The study/assessment should include a 
description of how the Oil Quality Bank would work and how it would be operated.  The 
study/assessment should include an analysis of whether the Oil Quality Bank should 
include the entire Williston Basin or just North Dakota.  The study/assessment should 
include at a minimum: 

1) a review and summary of Rocky Mountain crude oil price differential analyses; 
2) the impacts of an Oil Quality Bank on North Dakota oil producers and mineral 

owners;  
3) the impacts of an Oil Quality Bank on North Dakota tax revenues;  
4) impact of an Oil Quality Bank with current pipeline infrastructure;  
5) impact of an Oil Quality Bank with pipeline infrastructure as currently forecasted 

in the year 2009;  
6) the process required to establish an Oil Quality Bank; and  
7) an estimate of the costs to establish an Oil Quality Bank.    

 
Proposal Guidelines
See: http://www.state.nd.us/ndic/ogrp/info/ogrcsubgrant-app.html  
Although these guidelines are set out for grant proposals the Commission requests that 
the proposals for this project be submitted in the same format. 
 
Timelines 
Proposals due October 1, 2006 and must be delivered in electronic format to 
kfine@nd.gov as well as five copies in paper format to: 
 
Karlene Fine, Executive Director 
North Dakota Industrial Commission 
State Capitol – 14th Floor 
600 East Boulevard 
Bismarck, ND  58505 
 
 

http://www.state.nd.us/ndic/ogrp/info/ogrcsubgrant-app.html
mailto:kfine@nd.gov

