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The damage done
DARRELL STONEHOUSE, EDITOR
dstonehouse@junewarren-nickles.com

the crash in oil prices, 
combined with continued weak-
ness in natural gas prices, has 
gutted the Canadian petroleum 
industry in 2015. 

Total oil and natural gas indus-
try capital investment is forecast 
at $45 billion in 2015, down nearly 
40 per cent from $73 billion in 
2014, according to the Canadian 
Association of Petroleum Producers 
(CAPP). In the oilsands, 2015 capital 
investment is forecast to be lower 
by almost a third to $23 billion com-
pared to $33 billion in 2014.

In its mid-year update to its 
2015 Canadian Drilling Activity 
Forecast, released in late April, the 
Petroleum Services Association 
of Canada forecast a total of only 
5,320 wells drilled (rig released) 
across Canada for 2015. This 
dramatic decrease of 4,780 wells 
from PSAC’s original 2015 drilling 
forecast, released in October 2014, 
represents a 47 per cent drop in 
drilling activity. 

The Canadian economy could 
lose up to 185,000 direct and 
indirect jobs related to the oil and 
gas industry this year as a result of 
an anticipated $31-billion reduc-
tion in industry capital and oper-
ational expenditures in response 
to low commodity prices, says a 
new study from Enform.

The 25 per cent decline in jobs 
from 2014 assumes spending 
patterns would otherwise have 
remained the same as in previous 
years, according to the employ-
ment impact assessment released 
by the Petroleum Labour Market 
Information division of Enform. 

That’s the short-term damage. 
The price collapse will also 

have long-term impacts, accord-
ing to CAPP.

 In its 2015 Crude Oil Forecast, 
Markets and Transportation report 
released in June, CAPP estimates 
production of Canadian oil will 
increase 43 per cent over 16 years, 
growing to 5.3 million bbls/d by 
2030, up from 3.7 million bbls/d in 
2014. That sounds like good news. 

But CAPP’s June 2014 forecast 
estimated total oil production 
in 2030 at 6.4 million bbls/d, 
so this year’s forecast sees a 
1.1-million-bbl/d decline in expec-
tations. While the two forecasts are 
similar during the early years of the 
forecast period, the slower pace of 
production in the latter years is the 
result of reduced capital spending 
intentions due to the sharp decline 
in global oil prices.

In situ oilsands production is 
expected to be 850,000 bbls/d 
less than predicted last year due 
to the price drop. Conventional oil 
production is expected to be down 
about 260,000 bbls/d.

The natural gas supply glut 
in North America is also doing 
long-term damage as growth in 
Marcellus shale production has 
driven western Canadian gas out 
of eastern Canadian and eastern 
U.S. markets. In its early-May 
price outlook update, FirstEnergy 
Capital said the Midwestern U.S., 
“could be the next big market to 
fall,” for Canadian producers. 

Meanwhile, LNG export projects 
inch forward. Oil export pipelines 
inch forward. 

And the industry’s government 
partners focus on carbon taxes, 
de-carbonizing the economy, 
royalty reviews and tax increases. 

They better wake up. 
Otherwise there won’t be any-

thing to tax or collect royalties on. 
Until next issue.
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Drilling activity

Drilling rig activity 

Metres drilled by province
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may 2015 2 21 0 23
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oil gas dry service total
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may 2015 23 0 2 25

may 2014 20 0 1 21

change 3 0 1 4

oil gas other total

may 2015 34 42 25 101

may 2014 190 52 63 305

change -154 -10 -38 -202

CAPP 2015 forecast for Canadian 

oil production in 2030

CAPP 2014 forecast for Canadian 

oil production in 2030
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Deergarden Energy picked up almost four 
full townships of land, surface to basement, 
for just over $360,000 in the area around 
72-13W5. 

“At the height of the Duvernay and 
Montney land plays, that much money might 
get you a quarter section,” he noted. “I’m 
surprised there are not more players out 
there picking up big land blocks for next to 
nothing—but maybe we’ll see more of these 
big licence postings in coming weeks.”

It hasn’t been a promising beginning to 
the province’s 2015-16 fiscal year, which 
started on April 1. It has so far collected 
$28.47 million over four sales in April and 
May for 363,837 hectares at an average price 
of $78.24 per hectare.

Revenue has fallen substantially from 
2011-12, a period that was highlighted by a 
record for bonus revenue at a single land 
sale on June 1, 2011—$843 million was col-
lected at that auction.

Duvernay wells can cost anywhere 
between $11 million and $20 million, depend-
ing on the location. 

“It’s mainly gas, but there are some 
natural gas liquids–rich areas, and those 
are the areas people are focusing on right 
now,” Peachey said. “There are some oil areas 
as well, but not too many people would be 
going after the oil because it’s very expensive 
oil compared to the Cardium or other places 
where you could drill.

 “We may see limited development in the 
near term for natural gas liquids for con-
densate. That seems to be more economic, 
mainly because it’s part of the oilsands eco-
nomics,” Peachey told the conference.

Peachey said the big hurdle for the 
Duvernay is the cost, though establishing 
infrastructure to develop the Cardium will 
aid Duvernay economics when the under-
lying formation is developed.

the alberta government attracted a 
bonus of $4.28 million for 93,282 hectares 
at its May 27 land sale, which produced an 
average price of just $45.86, the lowest at a 
single sale, according to Daily Oil Bulletin 
data that dates back to 1995.

Just above this on the 20-year list was the 
$66.72 per hectare generated at the Nov. 20, 
2013, sale when industry paid $26.76 million 
for 401,025 hectares.

Year-to-date, the government has col-
lected $149.96 million on 893,453 hectares 
at an average price of $167.85. To the same 
point of 2014, industry had paid $208.74 
million for 472,664 hectares at an average 
price of $441.62.

“I think the most notable thing is that 
everyone is so cautious that only one or 
two companies are taking advantage of 
the situation to grab big land blocks,” said 
Brad Hayes, president of Petrel Robertson 
Consulting.

Full-scale Duvernay  
development on hold,  
says consultant

large-scale development of Duvernay 
natural gas is years away as the emerging 
play will have to compete with gas from 
cheaper sources such as the Montney, and oil 
from cheaper sources such as the Cardium, 
according to Bruce Peachey of New Paradigm 
Engineering.

Peachey is currently doing a study of the 
Duvernay for Petroleum Technology Alliance 
Canada (PTAC). The Alberta government 
contracted PTAC to compile data.

Some findings of the Duvernay study, 
which isn’t completed yet, were presented at 
PTAC’s annual Hydraulic Fracturing Forum 
in Calgary.

Worst land sale in 20 years for Alberta
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Companies with more than one trillion cubic 
feet of proved reserves at year-end 2014

CANADA'S LEADERS IN NATURAL GAS

Companies adding reserves through the drill bit
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“I think the environment is better now 
for the next two phases,” Ian MacGregor, 
president, chief executive and chairman 
of the board of Calgary-based North West 
Upgrading, said. “I have not talked to anyone 
in the government yet, but I believe we’re 
aligned with the same objectives.”

During the recent provincial election 
campaign, the NDP pledged to rebalance the 
tax and royalty system to reward resource 
processing in Alberta and reduce what it 
described as the province’s over-dependence 
on raw bitumen exports. Party leader and 
Premier Rachel Notley argued that shipping 
raw bitumen to existing upgraders in the U.S. 
robbed the province of the value-added jobs 
upgraders and refineries bring with them.

Former NDP leader Brian Mason, who is 
expected to play a key role in the new Alberta 
Federation of Labour (AFL), which backs the 
NDP, also argues that upgrading within Alberta 
should be strongly promoted by government.

Last October, it released a study, Upgrading 
Our Future: The Economics of In-Province 
Upgrading, which argued that, even with-
out government subsidies, an upgrader 
would produce a rate of return of 19–22.6 
per cent with oil prices of between $80 and 
$120/bbl WTI.

The study’s author, Ed Osterwald, a 
senior partner with U.K.-based Competition 
Economists Group, has since updated his 
assumptions based on lower crude prices.

The economics “become pretty marginal, 
to essentially uneconomic” at WTI prices 
below $50/bbl, he recently wrote to the AFL.

However, Osterwald also wrote that, based 
on the current oil and gas industry down-
town, construction costs could decline by 
20–30 per cent, meaning “there is a good 
possibility that an oilsands upgrading project 
may actually still be viable.”

“Oil from the Duvernay doesn’t look very 
good because the wells are too expensive at 
the current price of oil,” said Peachey. “So as 
long as there are places like the Cardium and 
the Bakken to go and drill in, producers are 
not likely to go in the Duvernay very much.

“The medium- to long-term outlook for 
gas, when you look at the economics of devel-
oping gas from the Duvernay versus the 
Montney or other shallower formations, is 
that it’s not as economic,” he said. “So I really 
don’t see much gas development from the 
Duvernay for quite a while till the other zones 
are depleted.”

Record gas reserves added 
in 2014

natural gas producers across Canada 
added a record amount of reserves in 2014 
through discoveries and extensions.

The producer group was also able to more 
than replace production during 2014 with 
new reserves, despite a continued drop in the 
number of companies booking gas reserves.

Daily Oil Bulletin data on 118 producers 
indicates year-end 2014 proved gas reserves 
of 39.91 tcf, up 9.45 per cent from the start 
of the year.

There were 126 producers that booked 
Canadian gas reserves in 2013, 146 pro-
ducers in 2012 and 166 that booked proved 
gas reserves in 2011.

Continued success during 2014 in tight gas 
plays and increased drilling in liquids-rich 
plays—in concert with horizontal drilling 
and multistage fracturing—boosted overall 
proved gas reserves.

Data shows a record 7.49 tcf of proved gas 
reserves were added through discoveries and 
extensions, up from 4.72 tcf in 2013.

Meanwhile, the same 118 companies 
reported Canadian production of 4.06 tcf, 
indicating a production replacement rate 
of 184 per cent for 2014. If revisions are 
included, the production replacement rate 
for 2014 climbs to 226 per cent.

Besides success with their drilling pro-
grams, producers booked positive revisions 
totalling 1.68 tcf last year (highest in the past 
decade) and up from 1.15 tcf in 2013.

A total of 13 companies had more than 
one tcf of proved Canadian gas reserves at 
the end of 2014.

Canadian Natural Resources boosted 
proved gas reserves by 41 per cent to 5.87 
tcf at the end of 2014 compared to 4.16 tcf at 
the start, with help from the acquisition of 
assets from Devon Canada. Encana’s proved 
gas reserves stood at 3.75 tcf, a decline of 
about 25 per cent from 5.03 tcf at the start 
of the year.

Third-place finisher Tourmaline Energy 
booked 2.42 tcf of proved gas reserves at the 
end of 2014, a rise of 49 per cent from the 
start of the year (1.62 tcf).

North West Upgrading CEO 
sees NDP win as a positive

the chief executive of the company 
building the first phase of an oilsands 
upgrader and refinery northeast of Edmonton 
said the election of an NDP government in 
Alberta likely paves the way for the next two 
phases of the project to go ahead.
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bottomish,” suggesting there is little, if any, 
room for further pricing cuts.

Despite that, he discussed what he called 
the “irrational” competitor pricing that 
started early in the year and has continued 
since then.

“In January, we were giving [customers] 
what we thought were reasonable pric-
ing concessions for the environment,” he 
said. “But then the irrational competitor 
behaviour set in at the end of January, and 
you had a shift-change in pricing.”

At the time, some competitors bluntly 
admitted they were no longer trying to meet 
fixed costs, he said, adding “there’s a lot of 
irrational activity in the oilfield and it’s hard 
to say where it ends.” Without quantifying 
it, Fedora said Canyon turned down some 
service work during the quarter where pric-
ing was below the company’s thresholds.

FirstEnergy says worst is 
over for oil prices

the worst of the crude price crash appears 
to be in the rearview mirror, according to 
Martin King, vice-president of institutional 
research with FirstEnergy Capital, but he 
cautioned prices are still in the midst of a 
“lower and slower” recovery.

During a presentation at the Calgary 
Petroleum Club in May, he said that the price 
crash reached true bottom in January—with 
a small relapse in March—but “the worst is 
now behind us.”

There’s a gradual rebalancing emerging 
in the U.S. market and globally, and pric-
ing around current levels is looking more 
sustainable. The inventory overhang will 
hold back any major price upside from cur-
rent levels, as will the potential for a rapid 
turnaround in U.S. supplies, if prices rise too 
quickly. Also, OPEC is likely to stand firm on 

its “no production response” stance at the 
next meeting in June, he said.

Demand is starting to pick up seasonally 
and structurally after a very soft 2014, and 
longer-term prospects are still bright in 
emerging economies.

The inventory overhang should slowly 
be whittled away in the U.S., King said, but 
could take well into 2016-17 before returning 
closer to historic average levels.

“The price recovery itself, as I said, will be 
lower and slower because of this overhang 
and other issues,” he added.

FirstEnergy’s price outlook for 2015 is now 
US$52/bbl for WTI, down from the previous 
$54.50. Brent is now expected to average 
$58.67, also down slightly from the previous $59.

“Things seem to be finally changing with 
U.S. supply; it was a juggernaut for two years 
in terms of shale oil,” King said. “The major-
ity of the drop has been in the ‘all important’ 
horizontal category, and the drop in hori-
zontals may help to undermine rig/well 
productivity.”

despite a dramatic drop in industry 
activity across western Canada, Canyon 
Services Group stayed “relatively active” 
i n pressu re pu mpi ng a nd f lu id ha n-
dling in the f irst quarter, management 
said recently.

At the same time, in a conference call, 
Canyon executives gave investors a sense 
of the lengths some competitors are willing 
to go to in order to defend market share.

Like other contractors, Canyon has 
cut ser vice pricing to meet producer 
demands. In pressure pumping, that has 
led to prices roughly 20 per cent below 
fourth-quarter 2014 levels, while in the 
company’s f luid management division, 
prices declined by 15 per cent to 20 per 
cent in the first quarter.

Canyon chief executive Brad Fedora 
described first-quarter pricing as “pretty 

Pressure pumping pricing reaching 
bottom, says Canyon 
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production is 1,252 boe/d (5.3 
mmcf/d, 372 bbls/d condensate) 
including one well where only 
50 per cent of the stages in the 
horizontal were completed. The 
average wellhead condensate 

tourmaline oil reported the 
production results from its initial 
discovery well and from ongoing 
delineation of the liquid-rich 
Lower Montney Turbidite play 
in the Dawson-Doe area. 

The initial discovery well 
was drilled in late 2013, and 
over the past 16 months the 
company has tested the horizon 
with 10 widely spaced horizontal 
delineation wells.

The initial discovery well, 
at D05-5-80 -15-W6, h a d a 
30-d ay i n it ia l produc t ion 
(IP) rate of 1,426 boe/d and 
is currently producing 577 
boe/d (2.4 mmcf/d gas, 173 
bbls/d condensate) after 421 
days of production. The well 

has produced 366,000 boe (1.5 
bcf of gas, 116,300 bbls of con-
densate) of the 661,000 boe of 
proved-plus-probable reserves 
currently assigned it by an out-
side estimator. The average 

wellhead condensate yield to 
date is 77 bbls/mmcf. The cur-
rent yield is 72 bbls/mmcf.

The average 30-day IP rate 
of the four initial exploration 
wells with over one month of 

Tourmaline reports Montney discovery

Mapping out the Montney

play area
ip 30 

(mmcf/d)
c5+  

(bbls/mmcf)
eur  

(bcfe)
% liquids

well cost  
($ millions)

drill credit 
($ millions)

Septimus 3.9 100 7.1 46 4.7 0.8
Kakwa 5.4 150 10.8 54 11 3.3
Elmworth 5.8 75 8.3 40 9 2.6
Altares 5.4 42 8 31 10 2.6
Sunrise 5.9 8 5 14 5.9 0.9
Attachie 1 100 1.4 46 5.9 0.9
Jedney 3.8 15 2.4 23 5 0.8
Nig 4.1 25 4.1 27 5 0.8
Blueberry/Inga 3 50 3.6 35 5 2.2

BC plays Other plays SOURCE: BMO CAPITAL MARKETS

167,719

117
,101
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yield over the 30 producing days for these 
four wells was 70.5 bbls/mmcf.

Tourmaline estimates that it now controls 
a total of 234 undrilled Lower Turbidite hor-
izontal locations on existing lands.

Tourmaline expects to expend a total of 
$110 million on the Lower Turbidite play in 
2015 including both drilling and acquisitions. 

Tourmaline has reduced Montney horizon-
tal drilling and completion costs to approxi-
mately $3.7 million per well in 2015.

BML Resources planning 
small-scale LNG facilities 

bml resources said in May it is planning 
a series of smaller-scale LNG export projects 
in B.C.

Speaking at the 2015 Canada LNG Export 
Conference, CEO Benjamin Werbski said 
the Vancouver-based company is planning 
a series of one to four smaller-scale plants of 
1.5 to two million tonnes per annum (mtpa).

“Western Canada, as we all know, is 
blessed with available gas,” he said. “We 
have a novel approach in western Canada.

“We started planning last year when the 
total forecast cost of gas, pipeline, liquefac-
tion and shipping was about $11/mmBtu. 
The Asian price then, as we all know, was 
about $15/mmBtu, so the profit margins 
were pretty significant. Profitability for 
what we have planned is at $9/mmBtu and 
even that, I think, is overpriced for the Asia 
Pacific market currently,” he added. “With 
commodity prices and forecasts, we think 
that by the time we have our first shipment, 
prices will have improved, and to a certain 
point, the business of less than two mtpa 
exports to Asia, when you look at capital 
costs for liquefaction facility, site and pipe-
line upgrades, are smaller in comparison to 
the major projects as we all know in Prince 
Rupert and Kitimat.”

Werbski said the company has been “flying 
under the radar.”

“This is our first real public announce-
ment,” he told the conference. “We’ve 
earmarked one to four locations in west-
ern Canada.”

It has targeted the first shipments of LNG 
from B.C. for sometime in 2018.

  B R I T I S H  C O L U M B I A
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shell canada limited said it 
decided to adjust the schedule 
of its proposed in situ project, 
Carmon Creek phases 1 and 2, to 
optimize the design of the facility 
and re-tender some contracts.

“We are still early enough in 
the schedule to make adjust-
ments to ensure the long-term 
competitiveness of a project that 
will ultimately have a lifespan of 
more than 30 years,” said Cameron 
Yost, a spokesman for Shell.

“This revision should result in 
an improved cost structure and 
will likely push the full ramp-up 
of the project out by a couple of 
years, looking at first oil in 2019,” 
said Yost.

The company’s chief financial 
officer, Simon Henry, announced 

the company would be updating 
the development timeline for the 
project during the analyst/media 
webcasts for the company’s results.

It’s worth noting that the deci-
sion wasn’t driven by the low oil 
price, said Yost.

“Shell is very cost focused in 
any environment. It’s second 
nature to us,” he said. “We have 
a very strong balance sheet, we 
are integrated across the value 
chain, and we take a long view 
as oil and gas projects typically 
have 30- to 50-year investment 
horizons. We know prices will 
fluctuate during that time. The 
current market downturn does, 
however, create an opportunity 
to find some cost reductions on 
the Carmon Creek project.”

Ea rl ier t h i s yea r, Shel l 
announced it was delaying a 
final investment decision on 
the third and fourth phases of 
Carmon Creek.

Shell submitted its regulatory 
application in 2010 for the project, 
expected to produce up to 80,000 
bbls/d. It received regulatory 
approval in April 2013.

Apache completes 
four Montney wells

apache corporation com-
pleted four Montney wells in the 
first quarter of 2015, including a 

successful test of the previously 
untested lower Montney in the 
Wapiti area.

During the first quarter, the 
Canadian region averaged four 
rigs and reduced the count to 
zero as the region moves into 
breakup season. Activity will 
be focused on completing a 
seven-well Duvernay pad in 
the summer, along with two 
Montney wells currently in 
backlog.

Production in Canada fell to 
a net 70,653 boe/d in the first 
quarter of 2015 from 88,310 boe/d 
during the same period last year.

Pricing was also down sig-
nificantly for the three-month 
period year over year. The aver-
age oil price was US$39.76 in 

Shell delays Carmon Creek production
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the first quarter of 2015, down from $88.19 
during the same time last year. The natural 
gas price fell to $2.58/mcf during the period, 
down from $4.38 for the January–March 
2014 period. And the price for natural gas 
liquids plunged in Canada to $11.09/bbl from 
$42.09/bbl.

Apache’s average of four rigs during the 
first quarter drilled a total of five operated 
wells. One additional vertical well was 
drilled and will be used for microseismic 
and pressure monitoring.

The company reached total depth on the 
final horizontal well from the 02-35 Duvernay 
seven-well pad. Completion operations will 
begin in the second quarter of 2015, and first 
production is expected in the third quarter 
of 2015. 

Apache also reached total depth on two 
wells targeting the Montney Formation in 
the Wapiti area. Completions are expected 
to begin in the second quarter of 2015. 
Additionally, Apache reached total depth 
on two Montney horizontals in the Ante 
Creek area.

Oil and gas capital investment in Canada 
during the first quarter was US$84 million.

Birchcliff keeps on pushing 
up production

b irch cl iff  e n e r gy  posted record 
first-quarter 2015 production of 38,416 boe/d, 
up 21 per cent from first-quarter 2014 output 
of 31,749 boe/d.

The company also reduced its operating 
costs and general and administration costs 
to $5.11/boe and $1.70/boe, respectively.

“Currently our production is higher than 
it’s ever been, our costs are lower than they 
have ever been, we’re focused and we have 
financial flexibility,” Jeff Tonken, Birchcliff’s 
president and chief executive officer, said.

Birchcliff ’s 2015 drilling program is 
focused on the Montney/Doig natural gas 
resource play and the Charlie Lake light oil 
resource play in the Alberta Peace Arch.

Year to date, Birchcliff has drilled 16.5 
net wells, consisting of 14 Montney/Doig 
horizontal natural gas wells in the Pouce 
Coupe area, one Montney/Doig horizontal 
natural gas well in the Elmworth area, one 

(0.5 net) Halfway horizontal light oil well in 
the Progress area and a 100 per cent work-
ing interest Belloy vertical well drilled as a 
potential acid gas injection well.

It currently has two drilling rigs at work 
in the Pouce Coupe area drilling Montney/
Doig horizontal natural gas wells through 
breakup on multi-well pads.

“Our Montney/Doig natural gas resource 
play is what a lot of people look at when they 
look at Birchcliff,” Tonken said. “We’re sur-
rounded by all the majors. We started with 
nothing on the play and today we have 412 
million barrels of reserves booked.”

Discussing the Worsley Charlie Lake light 
oil resource play in which 11 horizontal oil 
wells were drilled in 2014 and production 
averaged 4,991 boe/d last year, 

Tonken referred to it as the “the beast.”
“Last year, it generated some $95 million 

of operating cash flow, and we only invested 
$65 million into that property. That wedge 
of cash flow covered the interest payments 
we have to the bank,” Tonken said. “This 
year, at lower oil prices, that asset is expected 
generate about $30 million of cash flow 
against [an] $11-million investment.”
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meg energy’s focus in the past 
year has turned to finding new 
ways to benefit from its existing 
assets, its annual general meet-
ing heard. 

“While we continue to view 
our greenfield opportunities 
as economically attractive, our 
focus in the near- to mid-term is 
now finding new ways to grow 
our production at lower costs 
and in lower-oil-price environ-
ments,” Bill McCaffrey, president 
and chief executive officer, told 
the meeting.

“In addition, our goal will be to 
fund these growth plans from a 
greater percentage of internally 
generated cash flow. These efforts 
are supported by MEG’s RISER 
initiative,” said McCaffrey.

T he R I SE R i n it i at ive i s 
designed to increase produc-
tion from existing assets at 
lower capital and operating 
costs using a combination of 
proprietary reservoir technol-
ogies, redeployment of steam 
and facilities modifications, 
including debottlenecking and 
expansions (collectively, RISER).

With MEG’s RISER initiative 
and output from Christina Lake 
Phase 2B, the company reached 
a production record of 82,398 
bbls/d in the first quarter of 
2015, an increase of 41 per cent 
over first-quarter 2014 volumes 
of 58,643 bbls/d.

MEG is targeting average pro-
duction of 78,000–82,000 bbls/d 
in 2015 at an average non-energy 

operating cost of $8–$10/bbl, 
which includes the impact of 
two turnarounds planned for 
the second quarter of 2015.

Christina Lake’s steam to oil 
ratio rose to 2.6 during the first 
quarter of 2015 from 2.5 for the 
same quarter in 2014 because of 
additional steam being directed 
to wells that are not yet in pro-
duction mode, said the company.

Net operating costs in the first 
quarter of 2015 declined to 
$10.49/bbl compared to $13.63/
bbl in the first quarter of 2014, 
mostly because of lower energy 
and non-energy operating costs 
per barrel, partially offset by a 
decrease in the average power 
sales price from MEG’s cogene-
ration facilities.

MEG continues focus on improved productivity

above
MEG’s Christina Lake operations. 

MEG is increasing production from 

existing operations during the 

price downturn.
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Southern Pacific  
suspending operations  
at STP-McKay

southern pacific resource said it is 
making plans to “hibernate” the STP-McKay 
facility by the end of July.

The hibernation plans are thorough and 
are intended to enable preservation of the 
assets for an extended period, if required. 
With the current low-priced crude market, 
the property continues to generate nega-
tive cash flow and “thus this measure was 
deemed necessary in order to preserve cap-
ital,” the company said.

On Jan. 21, 2015, Southern Pacific and its 
subsidiaries and partnerships obtained an 
initial order under the Companies’ Creditors 
Arrangement Act (CCAA) from the Alberta 
Court of Queen’s Bench. As part of the initial 
order, RBC Capital Markets’ engagement 
as financial adviser to the company was 
affirmed.

On Feb. 27, 2015, Southern Pacific initi-
ated a process to solicit proposals to either 
acquire the company and its assets, acquire 
some or all of the assets of the company, 
or make an investment to recapitalize and 
restructure the debt of the company.

Strategic and financial alternatives to be 
considered may include, but are not limited 
to, the sale of the company, a merger or other 
business combination, new investment or 
other financing alternative as a part of a 
recapitalization, sale of all or a portion of 
Southern Pacific’s assets, or any combination 
thereof. PwC Canada has been appointed 
by the court as monitor under the CCAA 
proceedings.

“ The hibernation plans are 
thorough and are intended 
to enable preservation of 
the assets for an extended 
period, if required.”

— SOUTHERN PACIFIC  
RESOURCE
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very high water cuts,” said CNRL 
president Steve Laut.

CNRL bills itself as Canada’s 
biggest primar y heav y oil 
producer.

The company expects to drill 
186 primary heavy oil wells this 
year, up 17 from its most recent 
2015 update, but a far cry from 
the 896 drilled in 2014.

Canadian Natural expects its 
2015 primary heavy oil output 
will be down by roughly eight 
per cent from 2014.

Laut noted the capital budget 
for primary heavy oil is one of 
the company’s most flexible and 
can be easily ramped back up if 
oil prices recover enough.

strong performance  in 
Canadian Natural Resources 
Limited’s (CNRL’s) thermal 
bitumen business contributed 
heavily to the company’s record 
production performance in the 
first quarter.

Last year, the company’s 
Primrose operations had been 
troubled by a series of bitumen 
leaks to surface, and the ramp-up 
of the Kirby South project was 
delayed by equipment failure. 
Not so this year.

During the quarter, the com-
pany achieved record thermal 
bitumen output of 146,086 
bbls/d, a 78 per cent jump from 
the same period last year.

The increase reflects record 
cyclic steam stimulation produc-
tion at Primrose and increased 
Kirby South SAGD volumes.

Canadian Natural drilled only 
36 net primary heavy oil wells 
in the first quarter, a steep drop 
from 224 in the first quarter 
of 2014.

As a result primary heavy oil 
production averaged 137,687 
bbls/d during the quarter, down 
three per cent from the same 
period last year.

“In addition, we’ve shut in 
roughly 4,000 bbls/d from 
heavy oil wells that are high 
cost as they are near the end of 
their life or in some cases have 

CNRL’s thermal production up, cold production down

above
CNRL drilled only 36 primary pro-

duction heavy oil wells in the first 

quarter, down from 224 last year.
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Husky begins steaming  
at Rush Lake

husky energy  has started commercial 
steam operations at the 10,000-bbl/d 
Rush Lake heavy oil thermal project in 
Saskatchewan, approximately eight weeks 
ahead of schedule. Like the company’s other 
thermal projects, Rush Lake is expected 

to ramp up to full production in a short 
time period.

“Rush Lake is the latest in a series of long-
life, low sustaining capital thermal projects 
we are advancing in our heavy oil business,” 
said CEO Asim Ghosh. “Five years ago, we 
had two heavy oil thermal projects in pro-
duction, and by the end of 2016, we will have 
10 projects on stream.”

Current production f rom therma l 
projects is approximately 44,000 bbls/d. 
Including Rush Lake, Husky’s heavy oil 

thermal production is expected to add 
another 34,500 bbls/d over the next 18 
months. This includes the 10,000-bbl/d 
Edam East project scheduled to come on 
stream in the third quarter of 2016, the 
4,500-bbl/d Edam West thermal develop-
ment set to begin production in the fourth 
quarter of 2016, and the 10,000-bbl/d Vawn 
project is expected to start up in the fourth 
quarter of 2016.

Additional projects are under evaluation 
over the medium and long term.
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time of 51 days and an average 
drilling cost of $6.1 million.

Lower service costs 
allow Peyto to cut 
budget

p e y t o  e x p l o r at i o n  & 
development said it is reducing 
its 2015 capital spending budget 
due to dramatic changes in indus-
try service costs.

The revised budget, which 
involves the same amount of 
activity as the original budget, 
is expected to range between 
$575 million and $625 million. 
The company’s original budget, 
announced last November, called 

for spending of $700 million to 
$750 million.

The capital program involves 
drilling between 120 and 130 
gross wells (at approximately 
95 per cent average working 
interest), using nine to 10 drill-
ing rigs, with six to seven rigs 
active throughout the entire 
second quarter.

As before, the 2015 drilling 
locations will be selected from 
Peyto’s internal inventory of over 
1,900 Deep Basin locations and 
are expected to add between 
41,000 and 45,000 boe/d of new 
production for a cost of approxi-
mately $14,000/boe/d.

First-quarter 2015 production 
increased 13 per to 81,588 boe/d. 
Peyto spent $70 million to drill 
30.75 net horizontal wells and $42.5 
million completing 27 net wells.

seven generations energy’s 
production surged in the first 
quarter of 2015 to 48,768 boe/d, 
up 141 per cent from the same 
period of 2014.

Production consisted of 57 per 
cent liquids (32 per cent conden-
sate and 25 per cent natural gas 
liquids), which is a 10 per cent 
increase in production over the 
fourth quarter of 2014 volumes 
and a 141 per cent increase from 
first-quarter 2014.

Production from the com-
pany’s core liquids-rich gas 
field, the Nest, continues to 
meet expectations. Newer 
wells are showing slightly 
higher l iquids yields than 
originally anticipated. This is 
attributed to longer laterals, 
higher proppant densities and 
restricted production rates, 

which optimizes recoveries 
in a manner that the company 
refers to as “slowback.”

Capital investments totalled 
$368 million in the first quar-
ter. The company drilled 22.5 
net wells and completed of 16.5 
net wells. 

Its 2015 capital program 
remains consistent with previ-
ous guidance of $1.3 billion to 
$1.35 billion.

An average of 11 drilling rigs 
were operated during the first 
quarter of 2015, with the rig 
count reduced from a peak of 14 
in January to nine operated rigs 
at the end of the quarter.

The average horizontal length 
for the 20 net Upper/Middle 
Montney wells drilled in the first 
quarter was 2,756 metres with 
an average spud-to-rig-release 

Busy winter for Seven Generations 
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“One of the other reasons we 
got attracted to this area is that 
multi-zone potential,” Yanko 
said. “There is production in 
shallower formations. It’s a 
multi-zone area, oil charged—all 
of the hallmarks of a resource 
play. It’s t ight oil, but it’s 
over-pressured.”

Granite Oil drills 
strong Alberta 
Bakken well

granite oil (formally DeeThree 
Exploration) continues with 
its success in developing the 
Alberta Bakken play in south-
ern Alberta.

Its latest well, drilled with 
a 2,280-metre lateral section 
and completed with a 30-stage, 

nitrified water fracture stimu-
lation using a cemented slid-
ing sleeve completion, flowed 
at approximately 760 bbls/d 
of 30-degrees API oil and 230 
mscf/d of natural gas at a flow-
ing wellhead pressure of 65 psi 
at the end of a five-day test.

In keeping with Granite’s focus 
on maximizing recoveries, the 
lateral section of the well was 
drilled near the bottom of the 
10-metre (33-foot) reservoir unit 
optimizing drainage for Granite's 
expanding gas reinjection 
enhanced oil recovery program. 
Additionally, the company con-
tinues to reduce costs and 
improve capital efficiencies, with 
all-in well costs totalling $2.4 
million, relative to budgeted well 
costs of $2.8 million. These cost 
reductions are a result of process 
improvements, including the 
adoption of monobore drilling and 
reduced oilfield services costs.

lgx oil + gas  sees strong 
potential in the Big Valley and 
Banff formations in southern 
Alberta, the main focus of its 
operations.

During the company’s annual 
meeting, Trent Yanko, president 
and chief executive officer, noted 
that the company has a produc-
tion base in southern Alberta, 
underpinned by the Manyberries 
asset, which is used as a cash 
flow source to fund the “Alberta 
Bakken” play.

The Banff/Exshaw/Big Valley 
oil system is a tight oil resource 
play. LGX has rights to 107,585 
net acres on the play fairway.

Its 14-02 Big Valley well, 
drilled in second half of 2013, had 
a 30-day initial production (IP) 

rate of 530 bbls/d and cumulative 
production of 79,000 barrels. 
The 12-02 and 06-36 Big Valley 
wells drilled in the second half 
of 2014 had 30-day IP rates of 315 
and 185 bbls/d, respectively.

“A bit of a misnomer—the play 
is actually not Bakken where 
we’re active,” Yanko said. “We’ve 
been spending our time in the 
area working on the Big Valley, 
or the Three Forks as it’s known 
in North Dakota. But we have 
confirmed a great amount of 
potential in the Banff, and the 
Banff is the formation that over-
lies the Three Forks Formation."

Additional prospective light 
oil targets include the Second 
White Specks, Barons, Mannville 
and Nisku formations.

LGX sees strong potential in  
Big Valley and Banff formations

Oil Completions Gas Completions
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KEY Difference / % MAY 2015MAY 2014

Oil Completions

Wells Licensed Wells Spudded Wells Rig Released

Development Well 
Licences

Metres Drilled

450

178

Exploratory Well 
Licences

-2
7

2 /  - 60%
113
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-34 / -30% 60
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+2 / 3%

+3 / 15%
23
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-3,589 / -

4%

12

50
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-2
3

4
 / -58% -38 / -7

4%
post data:  facilit ies & pipeline approvals

Cumulative  
JAN 1 – JUN 1, 2015

Facilities  147 Pipelines  7 Total  154

crescent point energy 
expects to increase 2015 capital 
spending to $1.55 billion follow-
ing the planned acquisition of 
Legacy Oil + Gas for $1.53 billion 
in a cash and paper deal.

Approximately 65 per cent of 
the incremental capital expendi-
tures will be directed toward 
drilling and completions, with 
the remainder used for facil-
ities and land investments, said 
the company.

Crescent Point expects to 
revisit its capital budget during 
third-quarter 2015 based on its 
continued efforts to improve 
overall capital costs and effi-
ciencies, as well as its outlook 
for commodity prices.

T he Legac y assets to be 
acquired include approximately 

1,000 net sections of land, 
of which approximately 525 
net sections are in southeast-
ern Saskatchewan. Of those, 
approximately 200 net sec-
tions are in the emerging and 
highly economic Midale light 
oil resource play.

Crescent Point is also acquir-
ing attractive conventional and 
unconventional assets, includ-
ing Legacy’s Alberta assets, 
which are free cash flow positive 
with low decline rates and large 
oil in place.

The Legacy assets include 
approximately 940 net internally 
identified drilling locations, of 
which approximately half are 
in the Midale play. Corporately, 
approximately 380 locations are 
booked as proved plus probable 

in the independent evaluators’ 
reserves report.

“The Legacy acquisition is 
aligned with our strategy of 
acquiring large oil-in-place pools 
with low current recovery fac-
tors,” Scott Saxberg, president 
and chief executive officer of 
Crescent Point, said.

“This acquisition improves the 
long-term sustainability of our 
business model and our dividend 
not only through financial accre-
tion and a lower payout ratio but 
through the addition of a mix of 
assets with significant growth 
potential, low-decline rates and 
waterflood potential,” he said. 
“The low-cost, high-return 
Midale assets add yet another 
layer of top-quartile locations 
to our drilling inventory and 

provide us with additional oper-
ational flexibility.”

Legacy currently produces 
22,000 boe/d (82 per cent oil 
and natural gas liquids), includ-
ing more than 15,000 boe/d 
from conventional and uncon-
ventional plays in Crescent 
Poi nt’s core sout hea ster n 
Saskatchewan, Manitoba and 
North Dakota areas.

Crescent Point buying Legacy for $1.53 billion

Legacy’s internal 
identified drilling 

locations

940 

88,890

85,301
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With low oil prices, 
Cardium tight oil 
producers retrench

At today’s oil prices and sharply 
reduced cash flow, it could take 20 years 
or more, Peachey said in presenting 
a study of the Cardium for Petroleum 
Technology Alliance Canada (PTAC) at 
the group’s annual Hydraulic Fracturing 
Forum in Calgary.

Peachey said the Cardium has 10.7 
billion barrels of oil in place in the 
conventional high-permeability conglom-
eratic sandstone, of which about 1.5 billion 
barrels have been produced. Estimates of 
oil in place in the tighter sands currently 
being tapped range between one billion 
and three billion barrels.

After decades of decline, Cardium 
production has now climbed to nearly 

ike in all oil resource plays in 
North America, drilling in the 
Cardium play in central Alberta 
has slowed considerably with the 

downturn in oil prices. 
But huge potential remains in the 

ground, and operators are using the lull 
in development to drive down costs and 
improve recovery technologies. 

Just how big is the opportunity in 
the Cardium?

When oil was at $100/bbl and activity 
was going full speed, Bruce Peachey 
of New Paradigm Engineering says it 
would have taken seven or eight years 
to drill the around 3,750 wells currently 
identified by operators. 

indigging
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But operators continue planning for 
growth in the play. 

Penn West Petroleum spent approx-
imately $104 million in the Cardium in 
the first quarter, drilling 27 wells and 
bringing 30 wells on production.

Penn West continues to test different 
well designs and completion techniques 
to optimize cost and performance based 
on reservoir characteristics. Generally, 
the southern areas are more advanced 
than regions in the north from an opti-
mization perspective.

In the south at Willesden Green, 
slickwater is the standard frac fluid, and 
Penn West continues to optimize tonnage, 
having moved toward 20-ton fracs from 
25-ton fracs. The company will continue 
to test performance on longer lateral wells 
selectively in this area through 2015.

In the north at Pembina, drilling teams 
are testing various well designs and, on the 
completions side, focusing on optimizing 
frac tonnage and currently using a com-
bination of slickwater and hybrid fracs.

Going forward, the company will 
measure and report this performance on 
unit of cost measures of dollars per metre 
drilled and dollars per frac stage.

In the Willesden Green program, 
teams delivered average drilling and 
completion (D&C) costs of $768 per metre 
drilled and $175,788 per frac stage in the 
first quarter, compared with average costs 
of $769 per metre drilled and $177,576 
per frac stage in the first quarter of 2014. 
The average well length has remained 
constant in the 3,700-metre range over 
the same time frame.

In the first quarter, the Pembina pro-
gram delivered average D&C costs of $606 
per metre drilled and $103,353 per frac 
stage. This compares with average costs 
of $699 per metre drilled and $115,544 per 
frac stage in the first quarter of 2014. The 
average well length has increased in this 
area from 3,300 metres to approximately 
3,750 metres over the same time frame.

Along with improved D&C efforts, 
Penn West continues advancing plans to 
turn Cardium development into a manu-
facturing model. 

Last June, Penn West announced 
plans to increase its Cardium production 
to 60,000 boe/d by 2018, up from 25,000 
boe/d in 2014.

100,000 bbls/d, with about 80,000 bbls/d 
coming from the field’s roughly 2,500 hor-
izontal wells drilled since 2009, making it 
the largest tight oil play in Canada.

That compares with about 61,000 
bbls/d from The Saskatchewan Bakken 
produced 61,000 bbls/d last year, with the 
Viking producing 53,000 bbls/d, govern-
ment figures show.

The Cardium horizontal wells are 
mainly being drilled in tight areas sur-
rounding the conventional pool.

Peachey noted the Pembina Cardium’s 
recent production growth leveled off as 
pipelines reached capacity. Once pipelines 
are full, producers are reduced to trucking, 
which is “much more expensive,” he said.

Company president and chief 
executive officer Dave Roberts says Penn 
West’s legacy production gives it a huge 
advantage. 

Penn West’s overall production 
decline rate in its Cardium play is only 
20–22 per cent, Roberts says. That’s 
despite first-year declines of roughly 
50–70 per cent on Penn West’s multi-frac 
horizontal Cardium wells.

“I think one of the unique things about 
Penn West is we’re probably the only com-
pany that has running room enough to 
actually drill those wells on a continuous 
basis and offset that decline,” Roberts says.

He believes the company can lower its 
overall Cardium decline rate even further 
with increased waterflooding.

“We are pursuing integrated de-
velopment—that is, installing pressure 
maintenance sooner in our programs to 
preserve recoveries and, importantly, lead-
ing to lower declines on a regional, and 
eventually, corporate level,” Roberts said.

“But we also have the well stock to be 
able to offset those declines on new wells, 
and hence my comments that we can grow 
production from 25,000 bbls/d to 60,000 
over the next four years.

“We’re fortunate that the original 
operators in the Cardium put in water-
floods back in the 1960s to support the 
pressure in the field.”

While an exact breakdown wasn’t 
available, Roberts estimates that 50–60 
per cent of Penn West’s current Cardium 
output of 25,000 boe/d is probably from 
wells drilled “over the past several years. 
And most of that is featured in the lower 
lenses of the Cardium. But there is a 
substantial historic component that 
comes from the top zones and the old 
waterflood areas.

“We are chasing a contingent 
resource target of over 600 million 
barrels of oil equivalent, of which 500 
million barrels is light oil with a drilling 
inventory that may reach 2,500 loca-
tions. I think the one thing that gives 
us an advantage is you cannot recreate 
a 600,000-acre position in the Cardium 
today that we own and operate.”

If Penn West drills 200 wells a year on 
its core Cardium acreage, it will still have 
more than 10 years of drilling locations in 
the play, Roberts says.
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“What we’re working towards in this play is to 
develop the capability to execute a 200-well-per-year 
program for approximately 15–20 well-starts per month, 
excluding the second quarter, which is impacted by 
spring breakup,” Roberts says.

Bonterra Energy is also seeing its Cardium costs 
decline due to a mix of lower service costs and improved 
well productivity. 

The cost to drill, complete and tie in a well has de-
clined to between $2.1 million and $2.2 million from an 
average of $2.8 million in 2014, George Fink, chairman 
and chief executive officer, said in May. 

Completion costs also have declined to $600,000 
per well in June from $1.15 million in January 2015 for an 
expected total capital cost savings of $4.4 million.

Bonterra has seen its total drill costs improve to just 
under $1 million per well in 2015 from about $1.7 million 
in 2011, reflecting the transition to a monobore design 
from intermediate casing, along with advances in bit 
technology, he said.

Bonterra has moved to a cased-hole design from an 
open-hole completion. This has resulted in an increased 

Drilling costs keep declining 

in the Cardium as operators 

focus on turning the play into 

a manufacturing process.
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recovery with an accurate and even placement of 
hydraulic fractures and an increased number of fractures 
per well, reducing costs for 40-stage cemented fractures 
to about $20,000 per stage.

Bonterra also has been doing horizontal infill 
drilling that has increased the recovery factor with eight 
wells per section to 10.2 per cent from a recovery factor 
of 3.2 per cent from four vertical wells.

 “Over the next few years, with technical advances, 
we hope to get that up to 28–30 per cent recovery with 
waterfloods and enhanced oil recovery,” he said. “That’s 
huge for an entity like ours.”

In the Cardium, the average Bonterra horizontal well 
costing a total of $2.6 million would have a 12-month 
initial production rate of 124 boe/d and a 1.4-year 
payout, while a well costing $2.2 million would pay out 
in one year.

The majority of Bonterra’s Pembina Cardium 
land position covers areas with high original oil in 
place and low recovery factors. It has a reserve life 
index of 11 years for proved reserves and 16 years for 
proved-plus-probable reserves.

Bonterra has an average work ing interest of 
68 per cent in Cardium locations and an inventory of 
1,137 gross (773.5 net) locations but has booked only 
252.5 gross (229.9 net) locations.

Yangarra Exploration is reporting positive early 
results using a new completions system on its Cardium 
land base.

The company drilled and completed two wells (one-
mile laterals) in early 2015 using a cemented liner and 
NCS Multistage sleeves. 

The first well was drilled in January and completed 
with an 18-stage slickwater frac and 340 tonnes of sand 
at a cost of $3 million.

The second well was drilled in late February parallel 
to the first well with a 290-metre inter well spacing. 
This well was completed with a 30-stage (closable 
sleeves) slickwater frac and 540 tonnes of sand at a cost 
of $2.3 million. The lower costs were attributable to 
lower service sector costs and knowledge gained from 
drilling the first well.

Pressure recorders during the frac on the second 
well verified there was no communication between 
frac stages despite the closer sleeve spacing. Both wells 
were drilled using monobore and 4.5-inch casing, which 
limits the size of bottomhole pump (BHP).

Results from the first well indicate that initial pro-
duction declines are significantly lower when compared 
with initial declines in previous ball drop systems.

Yangarra said the second well had a significantly 
higher free flow rate (pre-BHP install) than the first well 
due to the additional stages. The company will continue 
to monitor the comparative declines and expects that 
the reduced costs and lower declines associated with the 
sleeve system will result in better results across its 
Cardium inventory.
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Focus on artificial lift, waterflood techniques, 
next phase of resource play development

xtended-reach horizontal 
drilling and multistage frack-
ing have opened up billions 
of barrels of oil and natural 

gas liquids to development across North 
American resource plays.

With many areas of these plays 
moving into the production phase of de-
velopment, however, efforts to maintain 
reservoir pressure to level out declines 
are taking centre stage. Artificial lift and 
waterflood techniques are now capturing 
more and more industry attention as 
companies look to cut operating costs and 
increase recovery.

The rush of horizontal wells drilled 
in the last decade has had a major 
impact on artificial lift technologies as 
operators search for the right lifting 
solution for different plays and during 
different periods in individual wells’ 
production cycles. 

Oilfield services giant Schlumberger 
has made a major push to expand its 
presence in the artificial lift market 
in the last three years in response to 
this demand, Sherif Foda, president of 
Schlumberger’s Production Group, and 
Robert Drummond, president for North 
America, reported at the company’s 
investor conference last June. 

Foda said the company targeted inde-
pendent operators across North America 
to build its rod lift and progressing 
cavity pumps business, adding to its 
presence in the electrical submersible 
pump (ESP) market. 

“As a result, we are now selling over 
7,000 pumpjacks a year, and pumpjack 
revenue combined with service, instal-
lation and sucker rod sales puts us in a 
leadership position in the market,” he said. 

Foda said Schlumberger is focused on 
the “life of the well solutions.”

“As sha le oi l , heav y oi l , gas 
de-liquefaction and enhanced oil recov-
ery projects become more important, they 
are requiring technology that improves 
recovery factors, and this is driving the 
growth rate of low-flow artificial lift sys-
tems,” he explained. “Low-flow systems 
include rod lift and progressing cavity 
pumps, and our growth objective was to 
add these to our portfolio.”

Improvements in ESP systems 
have enabled the pumps to operate in 
lower-flow applications than in the past. 
Foda, however, said they are not always 
the best solution.

“One misconception in the market 
today is the belief that electric pumps and 
rod lift systems offer equal performance 
even down to very low-flow rates,” he 
explained. “The fact is that a lower limit 
for electrical pumps does exist, and to 
go below that translates into higher 
operating costs.

“Ultimately, most wells will end up 
with a rod lift system as the final artificial 
lift system. The reason for this is that rod 
lift is the most economical lift method 
in low-flow conditions, both in terms of 
capex and opex.”

Schlumberger’s expansion of its 
artificial lift options, combined with its 
reservoir expertise, allows it to service 
wells from initial production through to 
ultimate shutdown. 

“For an entire field, we can manage 
ESP installation in new wells, handle pro-
duction monitoring, perform workovers 
if required and swap the ESP to rod lift 
when performance dictates,” Foda said. 

While major service companies focus 
on providing integrated artificial lift 
solutions, the industry is also moving 
quickly to adopt waterfloods in resource 
plays to maintain reservoir pressures and 
access more oil. 

Whitecap Resources is an example 
of this trend. Whitecap currently 
manages 22 waterfloods and by the 
end of 2015 will have 50 per cent of its 
4.5-billion-barrel resource base under 
waterflood, he said.

Chief executive officer Grant 
Fagerheim is a great believer in water-
floods as a cost-effective means of 
increasing production.

“It’s the lowest long-term capital- 
efficient reserves that can be added to 

Keeping up 
thepressure
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be a world-class enhanced oil recovery 
facility,” he said. The pool is one of the 
largest Nisku pools discovered in western 
Canada in the last 20 years, according to 
Fagerheim.

The Nisku zone at 1,900 metres is 
between 18- and 30-metres thick. There 
are currently 15 producing vertical wells. 
So far, 1.64 million barrels, or 5.5 per cent 
of the 30 million barrels of discovered oil 
initially in place, have been recovered. 

Whitecap has been using estimates of 
2,500 bbls/d of production for the first six 
months and 5,800 bbls/d in the second six 
months. It has been producing as much 
as 5,000 bbls/d without the water injector 
facility kicking in, he noted.

The Elnora project will provide ex-
ceptional free cash flow of $182 million 
over five years with a capital investment 
of $30 million, including $15 million 
in 2015 and $6 million in 2016 then $3 
million annually.

Whitecap will also benefit from a 
Viking horizontal drilling and waterflood 
development in the Kerrobert area of 
Saskatchewan, where it acquired private-
ly held Beaumont Petroleum in May 2015.

Fagerheim noted that the Beaumont 
team had put more capital into the project 
than Whitecap as a publicly traded com-
pany would have been able to, as it would 
have affected its capital efficiency. In just 
over two years, Beaumont expanded an 
existing waterflood to 17 sections with 
122 injectors, increasing production to 

our portfolio with average finding and 
development costs of about $10/boe,” he 
told the company’s recent annual meet-
ing. “From a sustainability perspective, 
declines are less than 10 per cent per year, 
requiring less capital.”

From a value creation perspective, 
every percentage change in the recovery 
factor increases the value to the company 
by $300 million, said Fagerheim.

At Elnora, Alta., where Whitecap 
recently consolidated to a 100 working in-
terest, a newly installed waterflood in the 
Nisku light (35-degree API), sweet oil pool 
was recently commissioned, supplement-
ing the natural water drive that provides 
significant support. The addition of the 
waterflood could potentially increase the 
recovery factor to as much as 65 per cent 
according to a third-party simulation, the 
meeting heard.

“And only seven months to be up and 
fully operational at a brand new facility…
is really fantastic,” Fagerheim said.

In October 2014, Whitecap acquired 
a controlling interest in a light oil pool 
at Elnora through a property acquisition 
and the acquisition for about $277.2 
million of privately held Forge Petroleum 
and Bashaw Oil who had discovered 
the pool. Later that month, Whitecap con-
solidated the remaining working interest 
in the Nisku pool through a $53.2 million 
property acquisition.

“This is an exceptional asset. In terms 
of technology, it would be considered to 

5,100 boe/d (97 per cent oil and natural 
gas liquids) from 690 bbls/d, he noted. 
A total of 37 sections have been approved 
for waterflood.

Current injection is 12,000 bbls/d of 
water, with plans to increase injection to 
20,000 bbls/d.

Whitecap anticipates that with the 
waterflood, the recovery factor of 4.4 
per cent to date can be increased to about 
14 per cent, which would translate into an-
other 64 million barrels that would result 
in more than $1 billion of future value to be 
created. Gross original oil in place is 684 
million barrels (670 million barrels net).

At Boundary Lake, B.C., where a 
legacy oil pool has been under a pattern 
waterflood, Whitecap has identified 113 
(63.9 net) locations (78 horizontal wells), 
with plans for three wells (two horizontal 
and one vertical) this year.

Whitecap acquired an average 54 
per cent working interest in three operated 
units from Imperial Oil, which drilled its 
last well in the pool in 1998. The pool has 
had a decline of five per cent a year over the 
past 30 years.

To date, 37.5 per cent of the discov-
ered oil initially in place (DOIIP) of 600 
million gross barrels (335 million net) 
has been recovered, but that rate could 
possibly increase to 45 per cent.

Whitecap has re-established produc-
tion to pre-2013 levels and has production 
optimization and processing optionality.

In the West Pembina Cardium, 
Whitecap has six units (46 per cent to 
100 per cent working interest) under 
waterflood with an average 94 per cent 
interest in non-unitized lands offsetting 
the waterfloods. The oil recovery factor 
could potentially increase to 20–25 per cent 
of the gross DOIIP of 640 million barrels 
(68 per cent unit and 32 per cent non-unit), 
from the current rate of 7.3 per cent, 
said Fagerheim.

Most resource play wells 

will ultimately end up with a 

rod lift system, according to 

Schlumberger.

20–25%
expected recovery  
factor for whitecap  
due to waterfloods
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Searching for Alberta’s

Does your company export products, services or technology?

Now is your chance to GET RECOGNIZED. Apply for an 

award in one of the following categories:

2015 EXPORT  
CHAMPIONS

Paying tribute to the success and  
innovation of Alberta’s export companies.

INTERESTED IN SPONSORSHIP?  
Email Wendy Ell: well@glaciermedia.ca

Applications will be accepted until June 30th.
Visit ALBERTAEXPORTAWARDS.COM to apply.

PRESENTED BY:

SECTOR CATEGORIES

  Manufacturing

  Oil and Gas Service/Supply

  Clean Technology

  Consumer Products

  Agriculture, Food/Beverage

  Professional Services

   Advanced Technology and 
Innovation

AWARDS OF EXCELLENCE

   Exporter of the Year

   Emerging Exporter

   Leadership

   International Business Studies

PREMIER SPONSORS:

AWARD SPONSORS:

The 2015 winners will be announced and celebrated at an awards luncheon 

taking place at the Hyatt Regency in Calgary on Dec. 3, 2015.



You don’t have to
dig deep to find
quality Internet 
and voice solutions.

We deliver diverse, scalable, carrier-grade service with 24/7 
support. In the oil patch there’s little room for error. 

Your systems need to be fast, reliable and secure — from the oil 
sands to your head office. Shaw Business offers a full range of 
services to meet the needs of the Oil and Gas industry, including:

   • Secure, private, always-on connection to corporate offices,   
      suppliers, and remote oilfield locations
   • Local field technicians for service delivery and 24/7 support

Visit business.shaw.ca/oilandgas

Call us anytime. 
1-855-505-3046




