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Port Director plans ahead

Port Fourchon lays foundation
for deeper future

Work continues toward next
LA-1 section

About the photo: Aerial shot looks northward, through
the heart of Port Fourchon. The port will develop a deep-
water rig maintenance facility directly south, on Fourchon
Island. Photo: Greater Lafourche Port Commission.
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READY TODAY.

READY FOR TOMORROW.

PROGRESS HAPPENS AT |

PORT FOURCHON

* Centrally located on the Gulf of Mexico in southeast Louisiana,
Port Fourchon is an established service hub, the Gulf’'s Energy
Connection for high-quality and cost-effective energy industry
supplies and services from a variety of equipment, service, and
logistics companies in one concentrated market with a
world-class reputation for efficiency.

* Port Fourchon has a history of safe, responsible, and resilient
property development, with each new site tailored for both
business and environment, permitted and shovel-ready.

* We're working to keep Louisiana’s “economic engine” running
by developing and improving port properties, supporting
businesses that provide jobs, and expanding to meet the
needs of our tenant companies now and into the future.
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PORT FOURCHON

A message from the executive director

Ready today, ready for tomorrow

This phrase encapsulates the strategy we have long embraced
at Port Fourchon.

Certainly, as with the industry we serve, we must adapt to
the challenging business environment we continue to face. But,
we also recognize that this cycle, like those before, will eventu-
ally change for the better, and we must be ready.

To that end, our visionary port commission put steps in mo-
tion late last year that are bringing us closer to our committed
goal of ensuring the Port Fourchon of tomorrow continues to be
the unrivaled choice for those operating in the deepwater Gulf of
Mexico. First, we have long recognized that the new-generation
rigs and offshore support vessels required for tomorrow’s deep-
water and ultra-deepwater projects will require new-generation
port facilities, which, in turn, require deeper drafts throughout
much of the port. Therefore, last August, after some two years
of negotiation, the port commission and the U.S. Army Corps
of Engineers signed a Memorandum of Understanding (MOU)),
paving the way for a comprehensive study to determine the envi-
ronmental and economic feasibility of deepening the main chan-
nels in the port to accommodate deeper-draft rigs and vessels.

At the end of September, the commission followed that
agreement by taking a right of first refusal on an undeveloped
900-acre parcel just south of Port Fourchon, where we hope
to begin development of the Gulf Coast’s first fit-for-purpose
deepwater rig repair and maintenance facility within the next
three years. We are currently negotiating the final lease frame-
work for the property.

Importantly, we emphasize that this proposed facility is not
intended to generate competition with ports elsewhere, but
meant to ensure that rigs operating in the Gulf of Mexico are
not forced to leave when it comes time for repair or refurbish-
ment. In other words, this is one more step in our commitment
to affirm that Port Fourchon will continue to be recognized as
the industry’s only one-stop source for every conceivable ser-
vice and commodity needed to deliver hydrocarbons from the
deepwater Gulf of Mexico.

Of course, at the same time, we are keenly aware of the
struggles our varied and high-quality tenants face as fewer rigs
operate in the Gulf, and dramatically reduce demand for the
services and equipment they provide. In response, the port
commission’s new 20% discount on basic land rentals extends
throughout 2017, which was first granted in April 2015. After
all, our tenants represent the heart of Port Fourchon, and their
continued vitality is absolutely critical to our vision for the port
of tomorrow. The leading edge technologies and services they
provide, buoyed with the full support of a progressive port au-
thority, clearly illustrate why Port Fourchon is widely identified
as “The Gulf’s Energy Connection.”

Above all, our vision is forged in the knowledge that the
deepwater Gulf of Mexico will remain one of the nation’s pri-

mary energy sources well into the future. We at Port Fourchon
are more than ready to help meet that demand, both today and
tomorrow. Kt

Port Fourchon Executive Director Chett Chiasson.
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K&B HAS EVOLVED TO MEET THE DEMANDS
OF ADYNAMIC INDUSTRY.

For over 40 years, K&B Industries™ has continuously provided a unigue
brand of customer-focused support. Our team of in-house industry
experts—engineers, manufacturers, managers, and support staff—
specialize in delivering advanced products and services that meet

the ever-changing demands of oil and gas operations.

WE OFFER A COMPLETE RANGE OF SERVICES AND CAPABILITIES
FOR WHATEVER YOU NEED, WHENEVER YOU NEED IT:

Customer Inventory Services utilizing 130,000ft? of secure
indoor storage, including 20,000ft? of climate-controlled space

Premium threading
Close-tolerance machining
Engineering & manufacturing services

Assembly make up and testing

KB-INDUSTRIES.COM | 985-868-6730 | info@KB-Industries.com

K&B INDUSTRIES




PORT FOURCHON

Port Fourchon laying foundation for a deeper future

The stubborn down cycle in offshore drilling activity has
failed to dissuade the management of southern Louisiana’s Port
Fourchon from sticking to its long-range game plan.

Bearing witness to that stay-the-course strategy, consecutive
agreements in late 2016 take the port one step closer to eventu-
ally adding floater repair to what already ranks as the premier
service-and-supply hub for the deepwater Gulf of Mexico oil
and gas industry.

The Greater Lafourche Port Commission (GLPC) board
agreed on Sept. 29 to a right-of-first-refusal on more than 900
acres immediately south of the port, where the proposed Four-
chon Island development will be the first purpose-built deepwa-
ter rig repair and refurbishment facility on the U.S. Gulf Coast.
That agreement came on the heels of the signing of a Memoran-
dum of Understanding (MOU) between the port commission
and the U.S Army Corps of Engineers to investigate the feasibil-
ity of creating up to 50-ft drafts into Port Fourchon to accom-
modate deep-draft rigs and support vessels.

“Louisiana currently does not have a port that can handle
deepwater rig repair and maintenance,” said Port Fourchon Ex-
ecutive Director Chett Chiasson. “We wouldn’t necessarily be
competing with ports in Texas and Alabama, but they can’t han-
dle it all. Our objective is to attract business that may be leaving
the Gulf and going overseas for cheaper rates. If a rig is here, we
want to see that it stays in the Gulf of Mexico and does not leave
to get refurbished.”

The deepwater rig repair center is part and parcel of a com-
prehensive master plan aimed at developing new-generation
port facilities. These efforts go hand-in-hand with the ongoing
development of the 16-year-old Northern Expansion campaign,
which will add considerably to the more than 66,000 linear ft
of waterfront and just over 1,100 leased acres that the port now
controls, Fig. 1. Critical to the long-term vision staked out for
this once-inaccessible swamp in Lafourche Parish is deeper
drafts, to not only support the development of a rig repair cen-
ter, but also to enable supersized vessels to navigate the port.

“It would allow us to service the specialized deeper-draft ves-
sels currently serving the deep water that can’t come into the
port right now. We have some ships coming in that have to be
light-loaded, so the deeper drafts would allow them to offload
directly,” Chiasson said.

COMPLEX PROCESS

Mobilizing the first dredging machine to begin the physical
work of deepening the channels must await the conclusions of
an exhaustive feasibility study, a process that will take at least 18
more months.

Chiasson said the port is first examining the feasibility of in-
creasing the depth of the channel running from Belle Pass into
Bayou Lafourche and up to the Northern Expansion area (Fig.

Fig. 1. Aerial view of the ongoing Northern Expansion, taking in
Slip A through Slip D, the latter now under development.

Fig. 2. One of the port’s long-range objectives is providing
deeper drafts to the newer slips being developed, as more
waterfront is being made available to prospective tenants.
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PORT FOURCHON

AN “0ASIS” IN THE HEART
OF PORT FOURCHON

As you enter the primary access road into the core of
Port Fourchon, among the cranes, tanks, operational struc-
tures and other exemples of a well-established industrial
infrastructure, you come upon a veritable oasis, complete
with colorful native vegetation, recreational waterways,
jogging trails and even a pavilion for hosting fishing tour-
naments and the like.

That is precisely the scene that the movers and shakers
of this Lafourche Parish institution hope to create within
an existing pond that covers some 90 acres alongside LA
Highway 3090. “Our goal is that the first thing you see
when you enter Port Fourchon is a beautiful marsh and rec-
reation area,” says Port Fourchon Executive Director Chett
Chiasson. “It will bring to life what we’ve always said about
industry and environment working together and not being
exclusive of one another.”

The project will begin taking shape this summer as 12 ft
to 15 ft of material hydraulically dredged in the initial phase
of the Slip D development is diverted, from the normal and
isolated mitigation area north of the port to the more visible
and readily accessible location. “We actually amended our
permit to allow mitigation on the pond we have in the port.
We've spoken with a number of environmental agencies,
permitting entities and other groups, who are really embrac-
ing the idea of having a mitigation area, where you can grow
different types of plants and have an interactive recreational
facility for the people who work and stay at the port as well
as the vessel crews,” said Chiasson.

The ambitious project entails the creation of tidal creeks,
which can be used for kayaking, fishing and other aquatic ac-
tivities, surrounded by safe jogging and walking trails, and all
set among a botanical garden of sorts. Plans also call for the
eventual construction of a pavilion with parking accommo-
dations for everyday use and hosting myriad events, such as
fishing tournaments or corporate functions.

Fig. 3. The near-term outlook for offshore supply vessels (OSVs)
is not expected to brighten anytime soon in the deepwater Gulf
of Mexico.
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PORT MAY JOIN LNG EXPORT SECTOR

Once all the regulatory edicts are crossed off, Port
Fourchon could be joining the liquefied natural gas
(LNG) exporting community. On Jan. 29, port tenant
Energy World USA laid out plans to build a mid-scale
LNG production and export facility on a nearly 143-acre
lease, immediately west of Belle Pass and outside the ex-
isting port development.

Along with the 2-million-ton/annum LNG export ter-
minal, to be known as Fourchon LNG, Energy World also
plans to build a smaller plant on the site to provide fuel for
the next generation of LNG-powered offshore supply ves-
sels expected to join the Gulf of Mexico fleet. At upwards of
$900 million, the two plants together represent “the port’s
largest single investment,” says Port Fourchon Executive
Director Chett Chiasson.

“We’re keeping our fingers crossed that they could be
breaking ground on the export plant within two to two-
and-a-half years. Conceivably, they could be breaking
ground on the small-scale domestic plant within the next
year to year-and-a-half,” said Chiasson.

Energy World USA is a subsidiary of the Energy World
International Ltd. (EWI) group of companies, which
counts LNG production and distribution among its ener-
gy-related portfolio.

2), which is authorized for a 24-ft draft, but with 3-ft advanced
maintenance, essentially increases the draft to 27 ft. “We want
authorization to go to perhaps 27 ft to 30 ft, from Belle Pass into
Flotation Canal and the new Northern Expansion slips,” he said.

The second, and far more complex, objective is spelled out in
the MOU, signed last August under the auspices of Section 203
of the U.S. Water Resources Development Act of 2000. That
agreement clears the way for examining the environmental and
economic feasibility of deepening, in 5-ft increments, the nearly
5-mi main channel that links Port Fourchon to the Gulf of Mex-
ico to between 35 ft and 50 ft. “Basically, we would go from the
Gulf up to Belle Pass, where it intersects with Bayou Lafourche,
and Old Pass Fourchon. That’s where we would have our deep-
draft port facility (Fourchon Island),” Chiasson said.

The feasibility study is concentrated on the northern envi-
rons of Port Fourchon, where the newer bulkheads can safely
accommodate deeper drafts. “We will not be going into the E-
Slip area of Port Fourchon right now, because the older bulk-
heads are not designed to handle large drafts. The newer bulk-
heads were designed with sufficient factor of safety to enable us
to get to 30 ft with minimal retrofits,” he said.

The study is expected to be completed in early 2019 and, if
all goes well, development of the Fourchon Island rig repair fa-
cility could get underway by 2020.

DIVERGENT TRENDS

In the meantime, while GOM production is expected to
reach a new high this year, the 80 companies holding more than
140 leases across the port’s 1,200 developed acres continue to
cope with a persistent drilling slide. According to Baker Hughes,



18 active rigs were on location as of March 24, down nine from
the same period last year. While the near-term outlook remains
cloudy, hope that the uptick in commodity prices of late will sta-
bilize is brightening prospects to a degree. In its annual forecast,
World Oil projects drilling will increase around 9% to 128 new
wells this year, up from the 117 wells constructed during 2016,
in what was the low point of the current down cycle. Moreover,
a number of players, led by independents, have said they would
increase investments in the Gulf this year.

“We're seeing some promise. It’s not great by any means, but at
least we can see things inching up a bit;” says Chiasson. “It looks
to me that we are at a plateau now and ever so slightly things are

PORT FOURCHON

viding prices continue to stabilize. “We are as enthusiastic as
ever about the opportunities in the Gulf of Mexico,” said Chair-
man and CEQO Tracy W. Krohn in March.

Adding an exclamation point to continuing development
and production activities, Chevron, one of the Gulf’s fore-
most deepwater producers, set a passenger record in 2016 at
its wholly owned facility within the port-controlled South La-
fourche Leonard Miller Jr. Airport, according to Chiasson. The
super-major transported more than 82,000 passengers from its
$30-million airport facility, which consolidates its entire Gulf
of Mexico aircraft fleet. “Chevron is fully ramped up and uses
the facility for all its (Gulf) logistical operations. The airport,

starting to edge back up.”

One exception can be found in the
Gulf’s expanded fleet of offshore supply
vessels (OSV). Owing to the now-univer-
sal commandment to “do more with less,”
operators find they can contract fewer
vessels to service their offshore assets,
Fig. 3. “We're not seeing any pickup in
vessel activity,” Chiasson said. “The ves-
sel providers are still struggling and will
probably continue to struggle for awhile”

The near-term outlook is entirely dif-
ferent on the production side. In Febru-
ary, the US. Energy Information Ad-
ministration (EIA) predicted the Gulf of
Mexico will produce, on average, a record
1.79 MMbopd in 2017, reaching a high
of 1.9 MMbopd by December. Much of
the increased output can be traced to six
deepwater fields that the EIA identified
as going online between 2016 and 2017.
The production outlook brightened fur-
ther with Shell’s Feb. 28 decision to sanc-
tion development of its deepwater Kai-
kias field in the Mars-Ursa basin. It was
the first such project that Shell had autho-
rized in 18 months.

Hess, which is installing its Stampede
tension leg platform (TLP) in Green Can-
yon, with first oil expected in early 2018,
says it will divert $375 million to the
deepwater Gulf this year, Fig. 4. In Janu-
ary, Danos landed the contract to perform
the Stampede mechanical hook-up and
commissioning support services, with all
material and personnel to be marshaled
out of Port Fourchon. For this year, it has
been all-hands-on-deck for the Gray, La.,
provider of personnel and related produc-
tion and project support services. “We’ll
have 25 to 30 people offshore for six
months, working through completing the
offshore hook-up,” said Mark Danos, V.P.
of project services.

Pure play operator W&T Offshore,
likewise, said it plans to raise 2017 capital
expenditures for its deepwater and shelf
assets to an estimated $125 million, pro-
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PORT FOURCHON

as a whole, is busier than ever, with nearly 112,000 passengers
served in 2016,” said Chiasson.

BUILD-OUT CONTINUES

While the port has not had a single tenant bail out, the try-
ing market conditions, especially for the drilling support sector,
led one prospective tenant to decide it could ill-afford to follow
through on an earlier right-of-first-refusal. That leaves 800 linear
ft of newbulkhead property on Slip C available for the taking, “It’s
been a while since we’ve had property available,” said Chiasson.
“But, we have three companies looking at it now, so that’s promis-
ing. We're continuing to slowly build more waterfront, so at this
point, we believe it’s fine to have property available.”

As part of its more measured build-out, the port hierarchy is
soliciting bids for the construction of 939 linear ft of bulkhead
on the west side of Slip C. Work also will commence later this
year on an additional 871 linear ft of bulkhead, also on Slip C
and due north of the now-available 800-ft bulkhead. Elsewhere
within the Northern Expansion, the design process is underway
for the first level of hydraulic dredging in preparation for build-
ing the new Slip D, which is expected to begin later this year.

“As we've said in the past, we're getting ahead of the game to
make sure we have properties available when needed, so compa-
nies don’t have to look anywhere else,” says Chiasson.

As for tenants, Newpark Drilling Fluids completed a com-
prehensive facelift of its port base, which doubled mud mixing
and storage capacities and includes the industry’s “most pro-

gressive” liquid mud plant design features, says Regional Opera-
tions Manager Sam Smith.

The expanded facility now has a total of over 75,000-bbl
storage capacity for water-based and synthetic-based drilling
fluids, as well as two newbuild 1,250-ton barite barges. Along
with closed-top tanks and high-rate pneumatic mixing systems,
the wholly refurbished base also replaces forklifts with a distinc-
tive monorail salt delivery system. The monorail delivers pure
salt at a rate of more than 500 ton/hr continuously into two
hoppers, and with the capacity to blend over 15,000 bpd of salt-
saturated drilling fluid. i

Fig. 4. Diamond Offshore Drilling's Ocean BlackLion is one of two
drillships that Hess has contracted for four years as part of its
Stampede development. The floater will drill six production and
four injection wells on what is recognized as the Gulf of Mexico's
deepest development, and deepest gas lift, with a reservoir depth
of more than 30,000 ft. Image: Hess Corp.
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Unlock All the Benefits
of a World Oil Full Access
Plan Subscription.

Discover the benefits of a premium subscription to
World Oil and gain full, unlimited access to WorldOil.com.

WorldOil.com is a powerful source of exploration, drilling and production
technical content and industry data, featuring:

= An archive of World Oil magazine articles dating back to 1998, searchable by keyword or topic

- Downloadable versions of the latest Drill Bit Classifier, Casing Table, Fluids Table
and Tubing Reference Table

» An archive of industry data and statistics for production, oil/gas prices and rig-related activity
- World Oil forecast statistics for drilling, production and reserves

- Unlimited access to the World Oil iPhone/iPad app

Subscribe Today!

Log on to WorldOil.com/Full-Access-Plan or call +1 (713) 520-4426.



PORT FOURCHON

Fingers crossed for next segment of LA-|

The next segment in the nearly 20-year effort to build the
elevated and storm-proof Louisiana Highway 1 (LA-1) cor-
ridor from Golden Meadow to Port Fourchon could go out to
bid this year.

“The state has prioritized what it wants to build first, and we
feel confident this segment will go out to bid before the end of
the year,” said Henri Boulet, executive director of the public-
private LA-1 Coalition. He was referring to the state’s share of
the $17-million project, which also includes $6.6 million in in-
dustry matching funds.

The next segment will widen—from two to three lanes—a
1,400-ft southbound stretch of the existing bridge in Leeville,
where it would tie in to the new 900-ft northbound overpass
included in the cumulative 2,300-ft construction project. This
segment replaces the $41-million northern leg near Golden
Meadow, which was on the board for funding last year, but fell
victim to Louisiana’s severe budget crunch. “We're attempting

to build a smaller segment right now that involves a lower com-
mitment from the state,” he said.

Funding for this section would leave a final price tag of
around $344 million to complete the final four segments of the
fully permitted elevated highway, much of which the coalition
hopes will come from the federal government. Boulet said Loui-
siana intends to apply for funding through the U.S. Department
of Transportation’s (DOT) “Programs of National and Region-
al Significance” The exact amount to be requested depends on
Louisiana’s share of Outer Continental Shelf (OCS) production
royalties, 90% of which—Dby state law—must be earmarked for
coastal restoration, while the remaining 10% can be dedicated
for infrastructure enhancements.

“The state hopes to be in a position, by the end of the year, to
identify its share of OCS royalties, and then it can apply to the
DOT for potentially much of the remaining cost (of the LA-1
corridor),” said Boulet. 1%
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SOUTH LAFOURCHE LEONARD MILLER JR AIRPORT

HOW THE GULF GETS TO WORK

SOUTH LAFOURCHE AIRPORT

» The South Lafourche Airport (GAO), located along Bayou
Lafourche in close proximity to Port Fourchon and the Gulf
of Mexico, is the ideal jumping off point for aviation logistics
to service and support the Deepwater oil industry.

* GAO has become the fastest-growing airport in Louisiana by
offering round-the-clock service for both tenants and visitors.
We pride ourselves on offering fuel at competitive prices as
well as providing self-serve fueling capabilities 24/7. Our 6,500
ft. runway and full instrument landing system (ILS), located
inside the protection of two levee systems, allow us to handle
nearly any aircraft.

* Whether for work or for play, GAO is perfect for your travel needs
throughout South Louisiana and right across the Qil Patch.

GREATER aoairport.com
LAFOURCHE Ak

PORT COMMISSION
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Extreme challenges.
Proven solutions.

Newpark Drilling Fluids knows deepwater. We've provided drilling fluids and services for

deepwater wells for years. To help you tame tomorrow’s challenges, we're investing in new
fluids technology, facilities and people. We're making sure you continue to get environmentally
sound solutions that deliver the highest possible performance

and value. No challenge is too great. Visit newparkdf.com today. (4

NEWPARK

- Fluids. Uncommonly focused. DRILLING FLUIDS



