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 The pushback begins

In a secondquarter conference 
call, Canyon chief executive offi  
cer Brad Fedora noted other 
pressurepumpers are choosing 
to work in western Canada at or 
below cost, often in order to gain 
“strategic” customers.

“There’s nothing strategic 
about losing money,” he said. “It’s 
utter nonsense to think there are 
strategic implications to going to 
work at or below cost.”

At the same time, he told 
analysts now is not the time 
to push producers for more 
favourable rates. Yet, he made 
clear the company will stand by 
the rates it believes are fair and 
allow for a profi t.

“We’ve picked our horses and 
we’re going to defend our market 
share,” he said. 

“We’ve removed ourselves 
from portions of the market 
where people want to work for 
cost or below cost. That’s fine. 
You can have it,” he added. “The 
wear and tear on our equipment 
is real. If you want to go and beat 
up your equipment for cost or fi ve 
per cent below cost, then go to it.”

Calfrac Energy Services also 
reported it chose to idle fracking 
spreads rather than lose money 
last winter. 

What this pricing stand
off indicates is we are rapidly 
approaching the point where 
many plays in western Canada 
are simply uneconomic at cur
rent prices, given current tech
nology and the current structure 
of the industry. 

That is where we stand one 
year into the worst price collapse 
since the 1980s. 

The good news is we’re still 
standing at all.

One year into the oil price 
crash, Canadian service and 
supply companies have cut oper
ations to the bone. 

Workers have been laid off, 
equ ipment id led a nd d iv i
dends slashed. 

There is now a growing con
sensus that service providers 
have given all they can, and a 
pushback has begun. 

In late July, Precision Drilling 
chief executive officer Kevin Neveu 
said the company would defend its 
day rates rather than lose money to 
maintain market share.

“We’ve heard of spot day rates 
as low as $17,900 for what people 
are terming ‘hispec’ rigs,” Neveu 
said. “As always, we remain 
focused on defending our cash 
margins, not utilization.”

Neveu said the Canadian 
market for rigs is mixed. 

“We see the Cardium, Viking 
and Bak ken plays as over
supplied, particularly in the 
teledouble rig market,” he said. 
“We expect day rates and util
ization will be highlychallenged 
i n t hese a rea s. Heav y oi l , 
our traditional Super Singles 
market, will also be challenged 
by a lack of customer growth and 
investment.”

On the flip side, activity in 
the Montney, Cutbank Ridge 
and Duvernay plays is being 
driven by favourable natural 
gas liquids economics, drilling 
efficiency gains and growing 
investment by various LNG
focused players, he said.

Canyon Services Group is 
also standing fi rm on pricing, 
despite competitors that seem 
determined to work at unprof
itable rates.

Want to sound 
off on any 
content in 
The Basin?
Send your emails to 

dstonehouse@junewarren-

nickles.com. Please mark 

them as “Letter to the 

Editor” if you want 

them published.
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technologies

Plus: Northeastern 
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Drilling activity

Top active operators 12 AUGUST 2015

OPERATOR ACTIVE DEV EXP TOTAL

Progress Energy Canada Ltd. 17 16 1 17
Tourmaline Oil Corp. 13 13 0 13
Crescent Point Energy Corp. 12 12 0 12
Royal Dutch Shell 11 6 4 11
Peyto Exploration & Development Corp. 10 10 0 10
Seven Generations Energy Ltd. 10 10 0 10
Cenovus Energy Inc. 7 7 0 7
Penn West Petroleum Ltd. 7 7 0 7
Talisman Energy Inc. 6 6 0 6
Canadian Natural Resources Limited 5 4 1 5
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advantage of lower overall service and 
completion costs, was balanced by a drop 
in Alberta where a lot of uncertainty has 
added to the chill from the oil price shock,” 
added Sa l keld. “B.C. L NG potent ia l 
remains a promising incentive for explor
ation activity, but access to global LNG 
markets is critical—without it, production 
will remain flat and Canada will miss out 
in the global market.”

Petroleum Services Association 
of Canada expects a total of 5,320 wells 
(rig releases) to be drilled in Canada this 
year, the association said in its thirdquarter  
update to the 2015 Canadian Drilling 
Activity Forecast.

This figure remains unchanged from 
PSAC’s secondquarter (April 2015) update, 
when it made a substantial downward 
adjustment, reducing its original forecast 
of 10,100 wells by 4,780 wells, representing 
a 47 per cent decrease.

PSAC bases its third quarter update to 
the 2015 forecast on average natural gas 
prices of C$2.50/mcf (AECO), crude oil 
prices of US$53/bbl (WTI) and the Canadian 
dollar averaging 77 cents USD.

“PSAC dril l ing activit y forecast to 
the end of year remains f lat,” said Mark 
Salkeld, PSAC’s president and chief execu
tive officer. “By now, most of the shock from 
the steep drop in oil prices we experi enced 
at the beginning of 2015 has been absorbed. 
The adjustment down last quarter was 
dramatic, and now oversupply and low 
cash flows means there’s no better news 
for drilling activity from now to the end 
of year except, perhaps, that it’s holding.”

On a provincial basis for 2015, PSAC now 
estimates 2,839 wells to be drilled in Alberta, 
down 50 per cent from the 5,740 wells in 
PSAC’s original October 2014 forecast.

In Saskatchewan, the expected well 
count is now 1,660 wells, less than half of 
the 3,365 wells originally forecast but 153 
wells higher than forecasted in the April 
2015 update.

Manitoba is forecasted to drill 251 wells, 
down by 179 wells from the original forecast.

B.C.’s count has been nominally increased 
to 559 from 555 forecast originally.

“Small changes, with rig counts up in 
one area and down in another, mean the 
numbers have balanced out across the 
map, and the overall forecast picture 
remains unchanged. Better performance 
in Saskatchewan, where topperforming  
producers were in a position to take 

PSAC forecast remains unchanged at 5,320 wells

Without LNG, Canada’s gas 
production on downward 
trend, says CAPP

Without access to global LNG mar-
kets to stimulate production of Canada’s 
natural gas supply, production will decline 
steadily over the next 10 years then remain 
flat at about 12 bcf/d until the end of the cur
rent forecast period in 2030, the Canadian 
Association of Petroleum Producers pre
dicts in its natural gas outlook.

CAPP released a report in July that pro
vides an overview of the global LNG trade. 
It offers implications for Canadian natural 
gas production in a “market constrained” 
status quo scenario (if Canada can’t access 
world markets) and a “new market oppor
tunity” case where the country is able to 
export its gas.

Access to global LNG markets would 
enable Canadian production to recover 

PSAC JULY 30, 2015, DRILLING 
FORECAST UPDATE
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to current levels of 14.5 bcf/d by the end of this decade. As 
LNG export facilities are developed, natural gas demand to 
fuel these plants could raise production to 17 bcf/d by 2030.

Canada needs prompt regulatory approvals and a com
mitment to competitiveness in order to attract the billions 
of investment dollars required to build an LNG business and 
expand natural gas production to support it, CAPP stated.

World trade in LNG has more than tripled over the last 
20 years, growing from 8.5 bcf/d in 1994 to nearly 32 bcf/d 
in 2013. Although growth has stalled in recent years, it is 
anticipated this market will resume its rapid expansion; 
improved natural gas production technology means more 
gas reserves worldwide are available for development, and 
demand for energy, particularly from lessemitting sources, 
is expected to grow. 

As recently as 2007, 10.4 bcf/d of western Canadian gas 
was exported to the U.S. However, this volume has declined 
to around 7.4 bcf/d, and no recovery is anticipated due the 
emergence of large volumes of U.S. natural gas production 
from unconventional supply sources.

Canadian liquids-rich gas production to 
climb, says Wood Mackenzie 

The consultancy Wood MackenZie  sees an “upward 
trajectory” of western Canadian liquids production begin
ning in 2016.

 “Our western Canadian liquids production forecast is 
underpinned by an increasing commodity price environment 
and growing demand for oilsands diluent,” said Peter Argiris, 
principal analyst for Wood Mackenzie. “We anticipate an 
upward trajectory in volumes beginning in 2016 and peaking 
in 2021 with the Montney, Duvernay and Cardium formations 
driving volumes.”

While Wood Mackenzie’s liquids growth outlook remains 
positive, there is a downside to the forecast.

“One factor that is currently front of mind is the supply/
infrastructure constraints from the lighter end of the NGL 
stream,” Argiris added. “Propane supply is at historic levels, 
and we have seen material price declines as a result. How this 
aff ects the remaining NGL stream—apart from diluent— from 
a pricing/infrastructure capacity perspective could have a 
negative impact on producer pricing and future activity 
going forward.”

While headline plays like the Montney and Duvernay 
account for the bulk of production growth, there are a wide 
variety of plays and operators that are wellpositioned to 
create value in the current price environment. In addition, 
the variability across core areas coupled with a fragmented 
corporate landscape has paved the way for consolidation and 
additional mergers and acquisitions opportunities, Wood 
Mackenzie stated.

T H E  B A S I N  •  S E P T E M B E R  2 0 1 5  
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bcf/d in 2016 in response to reduced drill
ing activity this year, then rebounding to 
14.7 bcf/d the following year.

“By 2017, increasing demand pushes the 
market further toward a balanced position, 
creating higher prices and providing an 
incentive for a slight increase in western 
Canadian production,” said the report.

In the higherprice case, increased 
demand tightens the market earlier and 
higher prices encourage enough drilling 
that deliverability rises throughout the fore
cast to 15.6 bcf/d by 2017. In that scenario, 
there also would be increased drilling activ
ity to confirm deliverability for a proposed 
LNG project on Canada’s West Coast.

I n t he lo we rpr ic e c a s e ,  we s t e r n 
Canadian natural gas faces greater com
petition from U.S. sources with more 
Canadian gas squeezed out of the eastern 
U.S. a nd cent ra l Ca nad ia n ma rket s. 
Lower prices and a reduced market oppor
tunity reduce Canadian deliverability to 
13.9 bcf/d by 2017.

Natural gas prices should begin to recover 
next year although the North American gas 
market will continue to be oversupplied over 
the next two years as deliverability outpaces 
demand growth, according to a new report 
from the National Energy Board.

“If storage reaches capacity and deliver
ability exceeds demand, there is a risk of 
production being shut in to reduce supply 
to balance markets,” said the board in its 
energy market assessment, Short-term 
Canadian Natural Gas Deliverability 2015-
2017, which provides low, medium and 
highprice cases.

In the mediumrange price case, the 
Alberta gas reference price is forecast to 
increase to an average of $3.15/GJ in 2016 
and $3.35/GJ in 2017 from $2.85/GJ this year.

The projected Henry Hub spot price 
would average US$3.55/mmBtu in 2017, 
down from $4.35/mmBtu in 2014.

Canadian gas deliverability is projected 
to be relatively flat this year at 14.8 bcf/d 
(14.7 bcf/d in 2014), before declining to 14.4 

NEB expects better gas prices in 2016

SOURCE: FLINT HILL RESOURCES
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Schachter predicts mixed 
petroleum markets for next 
winter

BY PAT ROCHE 

NYMEX natural gas prices  m ay 
strengthen to $4 or $5 next winter, but oil 
prices could plunge to a 2009 low before 
recovering.

That’s the outlook Josef Schachter, 
presi dent of Schachter Asset Management, 
presented to the Explorers and Producers 
A s s o c i a t i o n  o f  C a n a d a  i n v e s t o r 
conference.

While predicting the eventual return of 
a strong bull market, the veteran Calgary
based analyst expects oil prices will take 

another drop that will last into late 2015 
or the second quarter of 2016.

“Will it be down to the $42/bbl level? Or 
will it be lower? I’m not sure. I have a 50/50 
expectation that we will break $42 and may 
even see lows like we saw in 2009,” Schachter 
told a record standingroomonly crowd.

In 2009, in the wake of the September 
2008 global financial crash, U.S. oil prices 
plunged below $33/bbl.

Reviewing events that saw prices fall as 
low as $42/bbl early this year from more 
than $100/bbl last June, Schachter blamed 
OPEC’s fight for market share.

He said the cartel’s share of the global 
oil market had fallen to about 30 per cent 
from a peak of more than 37 per cent. The 
only way to regain market share, he said, 
was to sell at prices low enough to displace 
highcost producers.
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Schachter said he believed the highcost oil was stripper pro
duction (from mature conventional wells accounting for about 
1.5 million bbls/d of U.S. oil output), mature British North Sea 
fi elds with old infrastructure and Venezuelan heavy oil .

He expected such production would be uneconomic and 
shut in at current prices.

“But that didn’t happen,” he said. “Those oils are still there. 
So we’re now seeing this glut getting worse. And the question 
is, when will we start seeing that highcost oil being removed? 
And that’s why I think OPEC is pushing with increasing vol
umes to have one more major decline which may last into Q4 
2015; it may last into the fi rst and secondquarter 2016.”

On the natural gas side, the good news is that U.S. produc
tion is fi nally falling after several recordsetting years.

Positives include strong industrial and powergeneration 
demand, low rig counts, the shutin of highcost gas and the 
fact that attractive price hedges have expired. Also, U.S. LNG 
exports are slated to begin near year’s end with the startup of 
Cheniere Energy’s 2.2bcf/d project.

“So it’s the beginning of the recovery,” Schachter said.
He said the negatives are new production is still coming 

from the Utica and Haynesville shales in the U.S. and 
increased takeaway capacity from those areas.

No clear path ahead for service companies

BY JAMES MAHONY 

Uncertainty seems to be the only constant of late for oilfi eld 
service providers—uncertainty about the downturn’s duration, 
producers’ longerterm spending plans, and the impact of new 
carbon policies and the impending royalty review in Alberta.

“Our visibility in the Canadian drilling market is probably 
the least I’ve seen at this time of year in the fi ve years I’ve been 
with Precision Drilling Corporation,” said Rob McNally, execu
tive vicepresident and chief fi nancial offi  cer. “We just don’t 
have good visibility on activity in the second half. There’s some 
real gamesmanship going on.”

Others on the oilfi eld service panel echoed his remarks. “It’s 
very quiet, and in Canada, there’s a lot of uncertainty,” said 
Tom Connors, senior vicepresident of Canadian operations for 
Ensign Energy Services.

“Since the Alberta provincial election, I think you’ve seen a 
lot of operators become very quiet and not talk about summer 
or fall programs because maybe there’s uncertainty,” he added. 
“We’re not hearing a lot of guys bullish about the rest of the 
year. You’re not hearing much of anything…in Canada.”

South of the border, where Ensign also operates, the drilling 
market seems to have hit bottom, at least for now, Connors said. 
“We’re not hearing anyone cancel programs or refusing to renew 
contracts, but you’re not having anyone come and talk about 
building a rig. The best I could say is that contract status seems 
stable right now. It’s not decreasing, but there’s nothing to say 
it’s increasing, either.”

  M A R K E T  N E W S
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well, suggesting resource of 48 tcf 
of marketable natural gas on the 
company’s tenure holdings.

Located in the relatively 
remote juncture where B.C., 
the Yukon and the Northwest 
Territories meet, the Besa River 
Formation holds future potential 
for natural gas development, but 
those few companies currently 
invested in the region remain 
fairly subdued until economic 
conditions are more optimal for 
development.

“Our main objective right now 
is just to validate the lands,” said 
Lloyd Doyle, chief operating offi  
cer for the northern operating 
unit at Paramount Resources. 
“We have no plans on putting 
capital toward bringing on pro
duction or anything like that at 
this point in time. It’s subject to 
gas prices.”

Paramount currently holds 
133 net sections with production 
potential from the Besa River 
Formation as part of its shale gas 
holdings in the Liard and Horn 
River basins of northeastern B.C. 
and the Northwest Territories.

Christopher Adams, oil and gas 
specialist at the ministry, said land 
buying has not been too active 
recently for the B.C. portion of the 
Besa River Formation. There was 
a big land sale in 2009 at about 
$48 million, as there was a larger 
land sale back in 2010 for $125 mil
lion in the Patry and La Joie areas 
where Apache Canada had been 
active and where much of the Besa 
River drilling has occurred.

“Since then, there really has 
not been that much in terms of 

land sales, and so I think these 
companies are concentrating on 
drilling,” he said. 

As of March 2015, there were 
only two Besa River wells prod
ucing, which were both Apache’s 
before it sold its half of the 
Kitimat LNG project to Australia’s 
Woodside Petroleum, with 
Chevron Canada Corporation 
taking over Liard well operations 
from its new partner.

According to a Liard Basin 
overview that Adams wrote last 
year, Apache drilled a well in the 
formation that produced at 18.5 
mmcf/d in April 2011, which, 
when combined with cumulative 
production numbers, led the 
company to indicate an ultimate 
recovery of about 18 bcf from the 

Besa River Formation on hold until prices improve

Oil Completions Gas Completions

KEY JULY 2014 JULY 2015 Diff erence / % 

Wells Licensed Wells Spudded Wells Rig Released

Development Well 
Licences

Metres Drilled

Exploratory Well 
Licences

8 
/ 

10
%

61

48

-13 / -21%

-13 / -3

8%

13 / 
1 8

%

-19 / -

41% -27,074 / -

22
%

27

94,373

46

121,447

1

1

0 / 0%
34

21

post data:  facilit ies & pipeline approvals
Cumulative 

JAN 1 - AUG 12, 2015

Facilities  38 Pipelines  122 Total  160

86

78

72

85

1

6

B.C. fracking 
regulations robust, 
says Ernst & Young

A new report by Ernst & 
Young (EY) found B.C. has 
found  a robust reg u lator y 
framework in place to oversee 
hydraulic fracturing and made 
several recommendations for 
improvement.

As part of its ongoing eff ort 
to continuously improve the 

-5 /  -

83
%
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PETRONAS pushes ahead with LNG 
export plans

Pacif ic NorthWest LNG (PNW LNG) , a subsidiary of 
PETRONAS, issued a conditional fi nal investment decision in mid
June, but said a couple of conditions still need to be met before the 
project moves ahead.

The fi nal investment decision (FID) will be confi rmed by the 
partners of PNW LNG once two outstanding foundational condi
tions have been resolved.

The fi rst condition is approval of the project development agree
ment by the Legislative Assembly of British Columbia, and the 
second is a positive regulatory decision on PNW LNG’s environ
mental assessment by the federal government.

First Nations support was not one of the two conditions listed, 
however. In parallel with work to support the FID, PNW LNG said 
it would continue “constructive engagement” with area First 
Nations, local communities, stakeholders and regulators. A First 
Nations group rejected an off er of about $1 billion in return for 
supporting the project in May.

“We recognize there is work to do, including an environmental 
assessment by the Government of Canada, as well as engagement with 
First Nations,” said Natural Gas Development Minister Rich Coleman.

Coleman said the province would continue to work with all part
ners to ensure the project is developed with the highest standards 
of environmental protection and enhancement.

energy regulation regime in the province, the B.C. Oil and Gas 
Commission engaged EY to conduct a focused assessment of the 
regulatory framework governing hydraulic fracturing.

Overall, hydraulic fracturing is well regulated in B.C., the 
report concluded.

“While we have identified a number of improvement oppor
tunities, the BCOGC is well positioned to capture them using its 
continuous improvement processes, and in several cases has already 
begun capturing them through existing initiatives,” the report 
stated. “Working with the commission, we adopted an issuesbased 
approach to our assessment. We identifi ed three primary issue 
groups: water use and protection (water life cycle), induced seis
micity, and quality of life disturbances. We further identifi ed the 
key issues within those groups and conducted a detailed, in  ternal 
assessment of the extent that existing regulatory instruments pro
vide coverage of those key issues.”

EY stated that the overall framework governing hydraulic frac
turing in the province is robust; “however, we have identifi ed a 
number of opportunities for improvement. These opportunities 
largely consist of instances where regulation currently exists but 
could be enhanced through the commission’s continuous improve
ment activities. None of the opportunities that we identifi ed in the 
three categories constitute major failings of the regulatory frame
work, nor do we believe that there are any signifi cant sources of 
risk that remain untouched by regulation.”

  B R I T I S H  C O L U M B I A
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When they are not, we will take 
enforcement action as we have 
demonstrated with these recent 
compliance sweeps.”

The AER has conducted 
six sets of targeted compli
ance sweeps since June 2014, 
inspecting 834 sites in the 
Peace River area.

These sweeps supplement 
the AER’s regular inspections.

In July 2013, the AER estab
lished the Panel of Hearing 
Com m issioners to conduct 
a n i n q u i r y i nt o c once r n s 
f rom a rea resident s about 
odours and emissions from 
heav y oil operations in the 
Peace River area.

The Alberta Energy Regulator 
(AER) has shut in or partially shut 
in 16 heavy oil wellsites operated 
by Murphy Oil Company found 
to be noncompliant with require
ments to capture and conserve 
gases in the Peace River area of 
northcentral Alberta.

AER inspection teams con
ducted a compliance sweep 
of 71 sites in the Peace River 
area from June 15–19 and shut 
in sites that were not meeting 
requirements to capture and 
fl are, incinerate or conserve all 
casing gas and tanktop gases in 
accordance with their schedule.

Murphy Oils’ 16 sites—eight 
partially shut in and eight 

entirely shut in—will remain 
so until the AER approves 
the operator’s plan to achieve 
compliance.

A partial shutin involves 
shutting in the piece of equip
ment that is in noncompliance 
without shutting down the 
entire site.

Asked what equipment had 
been emitting gas, Melanie 
Veriotes, AER spokeswoman, 
said storage tanks not equipped 
to capture and fl are, incinerate 
or conserve gases were isolated 
and shut in.

The AER directed Arkansas
based Mur phy to conduct 
inspections on remaining sites. 

The company shut in or par
tially shut in an additional 17 
sites that were venting casing 
or tanktop gas.

The 71 Peace River–area sites 
were at Seal (40 sites), Walrus 
(one site), Reno (10 sites) and 
Three Creeks (13 proactive sites, 
seven complaintdriven sites).

“Albertans expect the AER 
to protect public safety and 
the environment and to make 
sure operators follow the rules,” 
Jim Ellis, AER president and 
chief executive officer, said 
in a release. “The AER is com
mitted to continued action 
in Peace River and ensuring 
all our requirements are met. 

AER shuts in Peace River wells

Oil Completions

Bitumen Completions

Gas Completions

KEY JULY 2014 JULY 2015 Diff erence / % 

Wells Licensed Wells Spudded Wells Rig Released

Development Well 
Licences

Metres Drilled
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Exploratory Well 
Licences
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-97 / - 41%

-13 / -33% -172 / 
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7
%

- 13 / 
- 3

3
%
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5

 / -55%

post data:  facilit ies & pipeline approvals
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JAN 1 – AUG 12, 2015
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RMP using cash flow to 
push Montney development

Focusing on its Montney  light oil 
core areas of Ante Creek and Waskahigan/
Grizzly, where RMP Energy has 70,000 net 
acres and plans to drill 16 wells in 2015, the 
company expects to continue its 31 per cent 
compound annual growth to an average 
production of 13,500 boe/d (45 per cent oil/
natural gas liquids) from a $100million 
cashflow budget.

“Ante Creek has been our big play,” John 
Ferguson, president and chief executive 
officer, told the company’s annual general 
meeting. “We have 36 sections of land in 
the area now and over 50 drilling locations. 
We’ve been drilling five to 10 wells in Ante 
Creek just to put that in perspective. We’re 
currently evaluating secondary recovery in 
Ante Creek and that work is to be done this 
summer with anticipation to applying, in 
the fall, for secondary recovery and imple
menting it later this year or early next year.”

RMP is shifting towards slickwater 
fracturing from oilbased fracturing at 
its Waskahigan/Grizzly Montney light 
oil play (50 per cent oil), where it has 75 
sections and an inventory of 220 drilling 
locations.

“We’ve done now five slickwater frac 
wells. Three are very significant. We’ve 
seen significant improvements in the 
delivery of those wells. We’ve gotten about 
four months of run time on these wells 
today, and we’re very encouraged by what 
we see,” Ferguson said.

After two more months of monitoring, 
RMP expects to drilling offsetting wells 
from the three best wells.

“We just started to drill again since 
midFebruary and spudded our first well 
going into the second quarter. We’ll prob
ably have another rig going in the next 
couple weeks,” Ferguson said. “We’re 
also working on a number of land deals to 
increase our inventory.”

Slickwater fracturing improves RMP’s 
economics in the Waskahigan/Grizzly 
Play, increasing rates of return to 54 per 
cent from 27 per cent under oilbased frac
turing, reducing payouts to 1.3 years from 
2.8 years.

“ We’ve done now five 
slickwater frac wells.  
Three are very significant.”

  — JOHN FERGUSON, RMP 
PRESIDENT AND CHIEF 
EXECUTIVE OFFICER 
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Crescent Point buying 
Coral Hill, increasing Swan 
Hills position

Crescent Point E nergy  is buying 
Coral Hill Energy, a privately owned, light 
oil–weighted producer with approximately 
3,200 boe/d of highnetback productive 
capacity, primarily in the Swan Hills 
Beaverhill Lake resource play.

Crescent Point and Coral Hill are part
ners in this large oilinplace pool located 
in westcentral Alberta.

Coral Hill’s assets have a low recov
ery factor to date and growth potential 
through horizontal drilling and waterflood 
implementation. According to Crescent 
Point. The Coral Hill assets include more 
than 500 net sections of land.

“Acquiring Coral Hill allows us to 
assume full operatorship of our Swan 
Hills assets and to increase our position 
in the highly economic core of the Swan 
Hills play,” Scott Saxberg, president and 
chief executive officer of Crescent Point, 
said. “By gaining full operatorship, we are 
able to control the development of these 
assets and increase their longterm stra
tegic value, particularly at this point in the 
commodity price cycle.”

The value of the deal is estimated at 
approximately $258 million, including debt. 

Key attributes of the Coral Hill assets 
include total productive capacit y of 
3,200 boe/d, greater than 500 net sec
tions of land, the majority of which are 
undeveloped, and approximately 100 net 

internally identified drilling locations, of 
which approximately 50 net are booked 
as proved plus probable and 32 net are 
booked as proved.

Assuming the successful completion of 
the Coral Hill arrangement and based on 
current production of approximately 2,600 
boe/d, Crescent Point is upwardly revising 
its 2015 annual average production guid
ance to 163,500 boe/d.

T he 2015 capita l budget rema i ns 
unchanged at $1.55 billion.
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KEY JULY 2014 JULY 2015 Di� erence / % 

Wells Licensed

61

45 50

205

71 74

-144 / -70%

Wells Spudded

-26 / -36%

Wells Rig Released

-24 / -32%

Bitumen Completions

-39 / -95%

2

41

Metres Drilled

-49,168 /
 -

3
9

%

POST DATA:  FACILIT IES & PIPELINE APPROVALS
Cumulative 

JAN 1 – AUG 12, 2015

Facilities  57 Pipelines  31 Total  88

Nearly one million bbls/d of oil-
sands production capacity existed 
in various stages of construction 
at the end of � rst-quarter 2015.

“There is plenty of momen-
tum  —via projects already 
under construction—to support 
oilsands production growth 
through 2020 even in this new 
lower–oil price environment,” 
said Kevin Birn, director for IHS 
Energy. “Beyond 2020, we expect 
oilsands growth will continue, 
but the trajectory of growth 
depends on projects that have yet 
to come forward.”

Among the factors Birn said 
that could in� uence the timing 
and nature of fresh investment 
in new oilsands projects are 

CANADIAN OILSANDS PRO-
DUCTION will increase for the 
next � ve years but at a slower 
pace than had been expected 
had prices remained higher, 
said a new forecast by IHS.

The updated production fore-
cast from IHS is for oilsands 
output to grow by 800,000 
bbl s/d by 2020, wh ich i s 
280,000 bbls/d less than a pre-
vious outlook prior to the col-
lapse in crude oil prices, which 
are about half their level of a 
year ago.

Still, this will keep Canada 
the third-largest source of 
supply growth in the world, a 
position it has held since 2005, 
it said.

Oilsands production growth 
i s e x pec ted to be s t rong 
through 2020, said IHS, because 
projects that are already up and 
running are expected to con-
tinue to operate.

IHS estimates that, on an 
operating or cash-cost basis, 
existing oilsands mining and 
SAGD facilities would have 
required on average a WTI 
breakeven price of $42/ bbl 
and $30/bbl, respectively, still 
below current oil prices.

Also, a sizeable amount of 
projects already under con-
struction, where significant 
capital has already been spent, 
will continue through to com-
pletion, it said.

IHS downgrades oilsands forecast

ABOVE
Low prices are going to 

impact oilsands production 

far into the future.
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Diluent supply 
challenge coming

BY ELSIE ROSS 

Oilsands producers could 
be facing a tightness of diluent 
supply when new projects come 
on production in the second 
half of 2016, a crude oil confer
ence heard early this summer.

Canadian projects that have 
brought in condensate from the 

U.S. by rail to blend with bitumen 
for transport will be compet
ing with heavy oil producers in 
Colombia and Venezuela who also 
need diluent, Marko Ljuboja, NGL 
business manager for LUKOIL Pan 
Americas LLC, told the Argus 
Canadian crude oil summit.

New condensate splitter and 
condensate export terminals 
on the U.S. Gulf Coast will fur
ther connect North American 
m a rk e t s w it h t he g loba l 
market place, he added. 

“All these splitter projects 
and export projects are creating 
a pool in the Gulf Coast trying 
to get a lookalike barrel and 
to convert it into something 
else or take it somewhere else 
where it can be upgraded into 
something else.”

A barrel of condensate that 
could be exported to Alberta 
can also be exported to petro
chemical facilities in Europe for 

market and what are the oppor
tunities around the market,” he 
said. “We also try to understand 
what are the diff erent pricing 
mechanisms for a barrel—
where does it want to go and at 
what point in time and what 
netback that denotes for the 
Canadian producer and the 
Canadian user who has to pay for 
those prices.”

feedstock and upgraded for gas
oline blending in countries such 
as Venezuela that have a lack of 
refi ning capacity, said Ljuboja.

 “It’s a very complex barrel to 
price, fi rst of all because it has 
lot of different qualities and 
second of all because it has a lot 
of diff erent uses,” said Ljuboja.

“It’s very important that you 
always are discussing the diluent 

" We also try to understand what are the 
diff erent pricing mechanisms for a barrel—
where does it want to go and at what point 
in time and what netback that denotes for 
the Canadian producer and the Canadian 
user who has to pay for those prices.”

  — MARKO LJUBOJA , NGL BUSINESS MANAGER FOR 
LUKOIL PAN AMERICAS LLC
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the pace of recovery of global 
oil prices, the impact of lower 
prices on the cost structure of 
competitive sources of supply, 
and the ability of governments 
and industry to maintain the 
rela tive competitive position 
of the oilsands.  
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region are being evaluated, 
w it h t h ree nea rter m pro
jec t s c ur rent ly under con
s t r u c t i o n  i n c l u d i n g  t h e 
1 0 , 0 0 0  b b l /d  E d a m  E a s t 
project expected to start up 
in the third quarter of 2016, 
the 4,500bbl/d Edam West 
t her m a l de velopment due 
to commence production in 
the four th quar ter of 2016, 
and the 10,000 bbls/d Vawn 
project scheduled to come on 
stream in the fourth quarter 
of 2016.

By the end of 2016, about 
twothirds of the company’s 
heav y oil business will use 
thermal recovery processes.

H usk y E ne rgy  h a s c om
menced produc t ion at t he 
Rush Lake heavy oil thermal 
pr oje c t  i n S a s k a t c he w a n . 
First oil at the 10,000bbl/d 
development was achieved 
eig ht week s fol low i ng t he 
st a r tup of stea m i ng oper
at ion s a nd ju s t t wo ye a r s 
after project sanction.

“ R u s h  L a k e  j o i n s  a n 
expanding lineup of thermal 
projects that are providing 
solid returns even in a low oil 
price environment,” said chief 
executive officer Asim Ghosh. 
“Our proven thermal formula 
can deliver these projects with 
greater cost and execution 

Rush Lake thermal project production starts

Oil Completions Bitumen Completions

KEY JULY 2014 JULY 2015 Diff erence / % 

Wells Licensed Wells Spudded Wells Rig Released

Development Well 
Licences

Metres Drilled
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 / -65%
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Facilities  215 Pipelines  47 Total  265
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 / -56%

-2
5

 / -64%

-3
 / -60%

97
,6

75

291,7
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certainty, rapid ramp ups and 
low sustaining costs.”

The project is expected to 
reach its nameplate produc
tion capacity around the end 
of 2015.

Current production from 
thermal projects is approxi
m a t e l y  4 4 , 0 0 0  b b l s / d . 
I nc lud i ng Ru sh L a ke, t he 
c om p a n y e x p e c t s  t o a d d 
another 34,500 bbls/d over 
t he ne x t 18 mont h s a s it 
f u r t her adva nces it s low
r i s k ,  m o d u l a r  c o n s t r u c 
tion templates and thermal 
technologies.

Addit iona l t her ma l pro
jec t s i n t he L loyd m i n s ter 

Twin Butte resumes 
drilling

Heavy oil operator Twin 
Butte Energy said it resumed 
drilling in early June with one 
rig active in the Provost area.

This rig is scheduled to 
stay in Provost drilling Dina/
Cummings, Sparky and Lithic 
channel prospects into the 
fourth quarter.

B a s e d up on f ie l d e s t i
mates, perwell drilling costs 
have decreased by $125,000–
$150,000, down to the level 
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of $400,000–$425,000 (approxi
mately 22 per cent) relative to 
prior drilling programs due to 
both effi  ciency gains and lower 
service costs.

A second drilling rig is also 
active, focusing primarily on 
assessing and developing Twin 
Butte’s single and multilateral 
horizontal Lloydminster area 
opportunities.

On schedule and on budget, 
the company’s new Rosenheim 
North (Provost) oil and water 
handling facility was brought 
online in midJune. This facility 
is expected to reduce area oper
ating costs thereby maximizing 
the value of this recently devel
oped area.

Two additiona l Provost
area facilities at Sounding 
Lake South and Rosenheim 
South are scheduled to be on 
stream in August and October, 
re  spectively, further ensuring 

Northern Blizzard 
ramps up at Pl over 
Lake

Having acQuired two add
itional 25mmBtu steam gen
erators from another operator 
in the first half of this year, 

Northern Blizzard Resources 
is evaluating the best way to 
deploy them so it can expand 
heavy oil operations, but it is 
likely they will be installed at 
Plover Lake, a secondquarter 
conference call heard.

“This would include drill
ing new wells to use up that 
steam capacit y because we 
have enough steam capacity for 
existing wells,” John Rooney, 
chair and chief executive offi  
cer, told callers.

The two generators would 
increase stea mgenerat ing 
capacity to 9,000 barrels of 
steam per day from the current 
6,000 barrels.

L o c a t e d  a p p r o x i m a t e l y 
30 kilometres northwest of 
Kerrobert, Plover Lake pro
duces pr i m a r i ly f rom t wo 
main Mississippian Bakken 
pools after coming on produc
tion in 2014.

Plover Lake SAGD produc
tion climbed to 1,090 boe/d 
during the second quarter of 
2015, from 760 boe/d during 
the fi rst quarter of 2015.

“We are targeting and have 
seen recent SORs [steam to oil 
ratios] of approximately 2.5 in 
this project area,” said Rooney.

Ramp up of oil production at 
Plover Lake has continued since 
quarter end, with July produc
tion averaging 1,440 boe/d. 
Output is expected to exceed 
2,000 boe/d later in 2015.

the company has the capacity 
to maximize value out of these 
highquality assets, it said.

Twin Butte current hedges for 
2016 are 1,000 bbls/d at C$65 WCS. 

The company remains on track 
to complete its $100million 2015 
annual capital plan. If drilling 
and operational cost savings 
are maintained, add itional 
projec t s w i l l be added to 
planned activity levels.

Plover Lake SAGD production 
in the second quarter

1,090
boe/d
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drilled wells has exceeded 
internal expectations as Penn 
West continues to further its 
understanding of the reservoir 
pressure regimes in the area.

The Cardium development 
teams began postbreakup activ
ity with one rig started in late 
June and have since added four 
rigs for a total of five rigs cur
rently operating (one in JLease, 
one in PCU No. 9, one in PCU No. 
11 and two in Willesden Green).

After reviewing regional 
results on wells using a sliding 
sleeve design, Penn West plans 
to pursue a cemented liner 
pilot in the PCU No. 9 during 
the third quarter.

The cemented liner system 
design is expected to increase 
production control and sub
sequent water injection to 
improve waterfl ood perform
ance over time, which in turn 
is expected to improve overall 
project economics.

Penn West’s plans for the 
second half of 2015 include 
drilling and bringing six PCU 
No. 11 wells on production 
later t h is yea r. T h is is a n 
emerging area for the com
pany wit h t he potentia l to 
expand its inventor y in an 
area that has not seen much 
development over the past 
several years.

During the second Quarter, 
Penn West completed seven 
wells and brought 14 wells on 
production in the Cardium.

Activity was evenly split 
between Willesden Green in 
the south and Pembina in the 
north. In the fi rst half of 2015, 
total well costs were reduced 
by over 20 per cent at Pembina 
Cardium Unit (PCU) No. 9, 
JLease and Easyford.

As the second quarter is a 
light operational period due 
to spring breakup, Penn West 
expects to report current cost 
performance in its core areas, 
including the Cardium, with 
its thirdquarter results.

Cardium well results as a 
whole remain generally in 
line with internal expectations 
despite variances bet ween 
individual wells or groups of 
wells, the company said.

Development in the Pembina 
region was focused in the 
JLease and PCU No. 9 areas 
during the first half of the 
year. Current performance in 
JLease wells continues to 
exceed expectations while 
limited regions of lower pres
sure in PCU No. 9 are modestly 
aff ecting the performance of 
certain wells, it added.

At Willesden Green, produc
tion performance on recently 

Penn West continues Cardium development drilling

Oil Completions Gas Completions
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Protecting The Future!

ZCL Composites Inc. has been 
supplying the Oil & Gas industry 
with storage tanks, FKO tanks, 
piping and field service for over 
30 years. Using its experience, 
service and industry leading 
technology, ZCL is able to offer 
the broadest range of custom dual 
laminate and fibreglass systems 
for any application.

CONTACT US TODAY!
1.800.661.8265  |  www.zcl.com

PIPELINE TANKS  |  PRESSURE VESSELS  |  FLARE KNOCK OUTS  |  DRAIN TANKS 
CHEMICAL STORAGE TANKS  |  WATER STORAGE TANKS   |  FIELD SERVICE 

Alberta could 
benefit from adding 
value to propane, 
says study

BY ELSIE ROSS 

Alberta would gain fulltime, 
stable jobs and an additional 
$64 million a year in govern
ment tax revenue from each new 
industrial facility adding value 
to propane, according to a new 
report commissioned by Alberta’s 
Industrial Heartland Association.

The report by Stantec was 
released at the Canadian Energy 
Research Institute’s annual 
petro chemical conference.

“Alberta is currently awash 
in costadvantaged propane as 

a result of new shale gas devel
opment in western Canada,” 
said Ed Gibbons, chair of the 
association and an Edmonton 
city councillor. “In addition, 
with the recent closure of the 
Cochin propane export line to 
the United States, prices have 
collapsed.”

Gibbons said the group has 
heard from numerous mid
stream companies that new 
markets for Alberta’s energy 
products are needed. 

“The current pricing and 
availability presents a huge 
opportunity to expand the 
market for propane here in 
Alberta by converting it to 
much highervalue polypropyl
ene before exporting it.”

The report analyzed the 
impact of one new worldclass 
facility that would process pro
pane into propylene with a total 
capital investment of about 

$990 million and then process 
propylene into polypropylene 
with a plant cost of roughly 
$630 million. It assumed that 
the 1.1 billion pounds per year 
of product produced would be 
shipped via rail car to the West 
Coast for sale in Asian markets.

Stantec estimated the pro
ject would bring in more than 
$1.2 billion in additional tax 
revenue for the government 
of Alberta over the project’s 
20year life.

Author of the report, Ian 
Morrison, a senior principal 

from Stantec, noted that the 
analysis was conducted on a 
typical worldclass propane 
topolypropylene facility that 
could be built in Alberta’s 
Industrial Heartland to take 
advantage of abundant low
cost propane feedstock.

“We’ve seen from the most 
recent dip in oil prices that 
Alberta needs to diversify our 
energy sector. A boost in petro
chemical processing helps 
soften the economic cycles and 
provides longterm, stable jobs 
for Albertans,” said Gibbons.

— ED GIBBONS, CHAIR OF ALBERTA’S INDUSTRIAL 
HEARTLAND ASSOCIATION

“ We’ve seen from the most recent 
dip in oil prices that Alberta needs 
to diversify our energy sector.”
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For the three and six months 
ended June 30, 2015, Cardinal’s 
production totalled 11,293 
and 11,160 boe/d, respectively, 
which represents a 73 and 75 
per cent increase from the com
parative time frames one year 
prior. Management attributes 
production increases to last 
year’s Wainwright acquisition, 
successful drilling at Bantry, 
as well as the company’s recent 
Pinecrest Energy purchase.

At midyear 2015, the company 
had drilled, completed and tied in 
four horizontal wells at Bantry 
and optimized certain wells and 
facilities. Capital ex  penditures 
totalled $38.79 million and 
$41.62 million for the three 

and six months ended June 30, 
2015, respectively, which is 177 
per cent more and 18 per cent 
less than the same time frames 
in 2014. The company plans to 
spend a total of $30 million in 
development capital this year.

Cardinal had significant 
drilling success at Bantry in 
2014 and 2015 in the Glauconite 
Formation, management says. 
This play has enabled the com
pany to maintain and grow 
production organically with 
strong capital effi  ciencies. New 
wells at Bantry had average 
drilling and completion costs 
of $1.7 million, which is signifi 
cantly lower than similar wells 
drilled in 2014.

Management also sees devel
opment drilling opportun ities in 
a bypass pay zone at Wainwright. 
In both of its core areas, the com
pany anticipates opportunities 
to enhance existing water
f lood schemes and improve 
recovery factors.

Cardinal Energy saw revenue 
and profi ts climb for the second 
quarter and fi rst six months of 
2015 as additional production 
from acquisitions and the com
pany’s drilling program off set 
lower commodity prices.

Revenue for t he second 
quarter was $53.44 million, 
compared to $48.19 million in 
2014. For the fi rst half of 2015, 
revenue totalled $91.85 million, 
compared to $89.48 million for 
the first half of last year. Net 
income was $21.69 million and 
$8.84 million, respectively, for 
Q2 and the first half of 2015, 
which is up 474 and 89 per cent, 
respectively, from the same 
periods in 2014.

Bantry operations boost Cardinal results

Oil Completions Gas Completions
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Average drilling and 
completion costs at Bantry

63
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103,009

$1.7
million
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LGX reports drilling 
results

LGX Oil + Gas said its Banff Formation well 
at 063600824W4 was completed with a 
sixmetre perforated interval in the build 
section of the intermediate casing and 
stimulated with a small volume acid job.

Pump and rods have been run in the 
well and the well is currently producing at 
approximately 230 bbls/d with a high fluid 
level and low water cut. The company said 
it is now optimizing the well.

LGX has a 100 per cent interest in the 
well prior to recovery of 200 per cent of the 
drilling, completion, equipping and tiein 
costs, at which point its interest will revert 
to 80 per cent.

Granite reports Bakken 
well test results

Granite Oil reported the 2,280metre lat
eral section of its Alberta Bakken hori zontal 
well at 032900316W4 was completed with 
a 30stage, nitrified water fracture stimu
lation using a cemented sliding sleeve 
completion.

At the end of a fiveday production test, 
the well continued to flow at approximately 
760 bbls/d of 30 API oil and 230 mcf/d of 
natural gas at a flowing wellhead pressure 
of 65 pounds per square inch.

In keeping with Granite’s focus on maxi
mizing recoveries, the lateral section of 
the well was drilled near the bottom of 
the 10metre reservoir unit optimizing 
drainage for its expanding gas reinjection 
enhanced oil recovery program.

In addition, the company said it contin
ues to reduce costs and improve capital 
efficiencies, with allin well costs total
ling $2.4 million, relative to budgeted 
well costs of $2.8 million. These cost 
reduc t ion s a re a res u lt of process 
improvements, including the adoption of 
monobore drilling and reduced oilfield 
services costs.
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Surge Energy  has set its 
budget for the second half of 
the year at $42.6 million.

This includes $24 million 
for development drilling and 
completions; $12.2 million for 
equipment, facilities and work
overs; $2.1 million for water
f lood implementation; and 
$4.3 million for land, seismic 
corporate/general and admin
istrative expenses.

Surge’s drilling program will 
fund 11 net development wells 
for light and medium oil.

The company said 60 per 
cent of its secondhalf 2015 
drilling budget will be spent in 
the Shaunavon area of south
western Saskatchewan, its 
highest growth asset with over 
350 net drilling locations in the 

Upper and Lower Shaunavon 
formations. This large inven
tory allows Surge to maintain 
fl exibility in allocating capital 
to areas with the highest rates 
of return.

Surge will begin the second 
half of 2015 drilling seven con
secutive development wells tar
geting the Upper Shaunavon, 
which it describes as a conven
tional sandstone reservoir with 
250 million barrels of original 
oilinplace. Surge has over 
220 net lowrisk development 
locations to drill for Upper 
Shaunavon oil.

The company said these 
wells generate a risked rate of 
return of 74 per cent at strip 
pr ici ng. Su rge w i l l beg i n 
waterf lood activities in the 

third quarter in the Upper 
Shaunavon by converting two 
wells to injection.

Surge will also begin a water
flood in its expanding Upper 
Shaunavon pool. The company 
expects more than 75 per cent of 
its producing assets will be under 
waterfl ood by the end of 2015.

Surge sets second-half budget, outlines Shaunavon growth plans
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Penn West 
fine-tuning Viking 
development plans

Penn West drilled eight wells, 
completed nine wells and brought 
nine wells on production in the 
Viking in the second quarter.

Due to dry spring conditions, 
t he compa ny wa s able to 
accelerate planned second
quarter completions and tie
ins. Planned maintenance 
downtime was also shifted 
from the second quarter into 
the second half of the year. As 
a result of these events, Viking 
production is “up meaningfully” 
relative to internal estimates, 
Penn West said.

Work on key waterf lood 
infrastructure in the Dodsland 
area was also completed,  and 
Penn West began water injec
tion in the second quarter.

Over the first half of 2015, 
Pe n n We s t i mpr o ve d p e r
well costs in part by transi
tioning its completions to a 
12stage, 12ton technique 

RNsaskatchewan
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Saskatchewan’s 
June land sale 
draws $9.83 million

BY RICHARD MACEDO 

The June sale of petroleum 
and natural gas (P&NG) rights 
in Saskatchewan raised $9.83 
million in revenue for the prov
ince, in which out of a total of 
177 parcels off ered, 41 received 
no bids and 27 received no 
acceptable bids.

The industry picked up a total 
of 17,261 hectares at an average 
price of $569.54. Yeartodate, 
Saskatchewan has attracted 
$32.65 million on 62,193 hectares 
at an average of $525. To the same 
point of 2014, the industry had 
paid $109.59 million on 119,094 
hectares at an average of $920.20.

from the previous 15stage, 
15ton design.

This innovation has resulted 
in perwell savings of about 
$100,000, resulting in drill
ing and completion costs of 
about $700,000 per well, and 
is expected to further improve 
the company’s economics in 
areas that have seen meaning
ful recovery to date, despite the 
potential for slightly lower ini
tial production rates.

In the fi rst half of 2015, Penn 
West lowered its drilling and 
completion costs by 15 per cent 
from the second half of 2014.

In its secondhalf 2015 program, 
the company will drill several 
wells with longer horizontal 
sections to produce from reservoir 
beneath areas with surface access 
restrictions. While this will 
reduce the number of wells 
drilled, the expectation is to 
maintain overall economics and 
production rates.

The top purchaser of acre
a ge i n t he pr o v i nce w a s 
Plunkett Resources, which 
spent $2.42 million to acquire 
fi ve lease parcels.

The top price paid for a single 
lease was $1.06 million, paid 
by Plunkett, for a 259hectare 
parcel situated within the Pinto 
Midale and Frobisher beds 
pools, 23 kilometres southeast 
of Estevan. It included section 
33 at 00105W2 and generated 
an average price of $4,075.75.

The single licence off ered in the 
sale received no acceptable bids.

Gasprone areas of the prov
ince attracted bonus bids of 
$995,986 for 1,035.96 hectares, 
an average of $961.41. Parcels 
offering only deeper rights 
brought in $739,453.34 (7.52 per 
cent of the sale) for an average 
price of $315.57.

“While the number of un
acceptable bids this sale was 
not unusually high, given that 

the average number of unac
ceptable bids over the past two 
years is just under 20 per sale, 
the number of ‘no bids’ was 
defi nitely higher than normal,” 
noted Paul Mahnic, director of 
the province’s petroleum tenure 
branch. “We can only specu
late, of course, on the reasons 
why companies wouldn’t bid on 
lands they posted, which can 
range from the acquisition of 
proprietary information after 
the lands are posted but before 
the sale date that suggests the 
lands are no longer prospective, 
to budgetary restraint measures 
that prohibit the acquisition of 
further lands, to even posting 
‘smoke’ to camoufl age the most 
prospective parcels.

“However, if we suspect a com
pany of posting excessive lands, 
they will be contacted and advised 
that this practice is not acceptable 
and may affect any future land 
sale posting requests.
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BY 
DARRELL STONEHOUSE

Prolonged 
low prices 
push thermal 
oilsands 
operators 
to test new 
methods, new 
technologiesE verything, from con

struction methods to 
drilling and production 

operations, is on the table as in 
situ oilsands operators look to 
cut costs to survive in an era of 
prolonged low oil prices.

The fi rst half of 2015 has 
seen operators announce a 
fl urry of initiatives aimed at 
streamlining construction of 
new projects, getting more out 
of already built infrastructure 
and using new methods to 
increase recovery rates at 
existing facilities. 

On the construction 
front the new buzzword is 
“replication.”

Prolonged 
low prices 
push thermal 
oilsands 

Rethinking 
in situ 
oilsands

The idea is to use a template 
or “designonebuildmany” 
approach  —and make no 
mistake, keeping to schedule 
is paramount, Craig McInnis, 
manager of the fi eld devel
opment program at Cenovus 
Energy, told the Oilsands Review 
Speaker Series entitled Project 
Delivery: The New Normal.

Cenovus is building its 
in situ oilsands projects by 
duplicating their design using 
a template.

Within nine months of 
starting Christina Lake Phase 
G, a copy of Phase F, Cenovus 
had already ordered 100 per 
cent of its materials and 80 per 

cent of its equipment, and it 
was driving piles, pouring con
crete and delivering modules 
to the site.

The whole concept in tem
plating is to shrink each stage 
of a project, said McInnis.

“There are a lot of things 
you don’t have to redo and 
to overlap each stage of the 
pro ject with very little risk be
cause you have all the informa
tion you need to proceed: cost, 
schedule, scope, you name it.

 “We’re issuing drawings, 
we’re fabricating equipment, 
we’re assembling modules. 
We’re really doing the physical 
stuff  that we have to do to 

deliver a project. We’re not 
doing studies, we’re not doing 
estimates, we’re not doing that 
frontend work that is abso
lutely, critically important the 
fi rst time, but it is absolutely 
a waste of time and eff ort the 
second and third time you’re 
trying to build that facility.”
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Supplier efficiency is an
other consideration. Suppliers 
talk about shop utilization of 
between 40 and 60 per cent 
and to McInnis, this is “abso
lutely scary.”

“When you think about 
all the infrastructure that’s 
required in a shop, all of the 
people they have available to 
do work and they’re simply not 
able to put that infrastructure 
and those people to work 
effectively because they have 
all of their drawings either tied 
up in engineering houses, in 
drawing reviews, revisions and 
resubmissions, and rework in 
their own engineering shops, 
making changes, readjusting 
their bills and materials, 
trying to source material—you 
name it.”

A key aspect of Cenovus’ 
philosophy is don’t change 
what the fabricators have done.

“Allow the fabricators to 
optimally fit the fabrication 
of your equipment into their 
work cycle, and if that means 
waiting two months to have 
your equipment fabricated, 
wait two months to have 
your equipment fabricated,” 
McInnis said. “Just make sure 
you have those discussions 
up front and make sure that’s 
built into your integrated 
schedule from the beginning 
to the end.”

Rightsizing equipment 
is also key to cutting costs, 
said McInnis. When Cenovus 
decided to tackle its sustaining 
costs and redesign its modules, 
the company consulted its 
best production and reservoir 
engineers on what they truly 
need to operate SAGD wells 
on a daily basis and then ran 
analytics on that input.

“With them getting on 
board with this whole idea of 
only installing what we need
ed, we were able to massively 
attack the scope that we were 
installing on our modules.”

The company then 
addressed its manufacturing 
of modules by poring over its 
10year production data with 
a view to sizing criteria for the 
next five to 10 years.

“It’s funny, but you get 
into a position over time on 
projects where you do things 
for certain reasons that are 
usually the right decisions at 
the time but what we found 
when we actually plotted that 
production data against our 
current module sizing is that 
we were off the average pro
duction curve,” he said. “We 
were to the right of the average 
production curve in terms of 
our capacity and we were de
signing our modules to handle, 
sort of initial startup, peak 
production from some very 
good pads, and that created 
excess, so we went through an 
exercise to resize everything 
on our modules.”

The company created a 
design basis memorandum that 
fitted what it needed and that 
it could use at Christina Lake, 
Foster Creek and Narrows Lake.

Drilling, completions, 
operations and maintenance 
personnel were consulted 
to create what the company 
called a “zerobased module,” 
or ZBM. Zerobased design re
quires beginning from scratch, 
without preconceptions or 
existing models as guides, 
beginning with a goal in mind.

The outcome of Cenovus’ 
ZBM was a 59 per cent reduction 
in piles, 56 per cent reduction 
in piping, 79 per cent reduction 
in bolt ups, 50 per cent reduc
tion in insulation, 83 per cent 
reduction in valves, 58 per cent 
reduction in instruments and 
it has virtually eliminated field 
welding, said McInnis.

The modules are light, 
easy to fabricate and shippable 
within Alberta, he added.

Cenovus had a target to 
reduce the cost of its modules 

by 60–70 per cent. Estimates 
are that it currently is at 50 
per cent reduction and that’s 
before fabrication has begun, 
he said.

Suncor Energy is rolling out 
a longterm, phased strategy this 
year to replicate future oilsands 
projects, the company said at its 
annual general meeting.

“The reason we’re calling it 
a replication strategy is we’re 
trying to come up with exactly 
the same design plan so we’ve 
been looking for pockets of re
source where we can have iden
tical plants to drive down the 
cost,” Mark Little, executive 
vicepresident upstream, told 
the meeting. “The resource is 
there; we’re trying to figure out 
how to bring it to market in a 
lesscostly manner.”

Suncor has identified nine 
“pockets” believed to contain 
between 400 million and 600 
million barrels in Alberta’s 
Meadow Creek and Lewis ar
eas, near Firebag, where it has 
been drilling for the past few 
years to define the resource 
quality, said Little.

The company is now in 
the process of designing the 
accompanying facilities.

Suncor is also investigating 
which technologies will be 
most cost efficient for the SAGD 
projects, including direct 
contact steam generators and 
nonwater based ones such 
as heated solvents and radio 
waves, Little added.

Operators look to get more 
from existing development
While driving down costs of 
new development is impera
tive for the future of in situ 
oilsands development, getting 
more out of existing develop
ment is key to survival in the 
short term. Companies are 
looking at all sorts of means 
to use existing infrastructure 
more efficiently. 

Cenovus is seeking regu
latory approval for changes 
to well configurations at its 
Christina Lake SAGD thermal 
oilsands project in an attempt 
to enable steam to access the 
reservoir more efficiently.

The company wants 
Alberta Energy Regulator 
(AER) approval for the option 
to alter the well trajectory for 
four SAGD injector or producer 
well pairs. 

Three different well 
configurations are contem
plated in the company’s 
“MultiDirectional Wells 
(SAGD Enhanced Lengths)” 
project. Those include drilling 
an additional leg from one 
steam injection well (Injectors 
Fork), curving the injector well 
toward an adjacent producer 
well (Curved Injector) and 
converging a producer well 
toward an adjacent well pair 
(Converged Producer).

The different options 
offer an opportunity to supply 
steam from a single injector to 
multiple producers and conse
quently improve the drainage 
length per given injection well, 
according to the company.

“This would improve the 
injectortoproducer ratio per 
pad thereby improving the 
SAGD capital efficiency and 
overall project economics,” 
it says. “Also, the enhanced 
steam flow pattern combined 
with NGC [noncondensable 
gas] from a SAGD chamber 
may result in more uniform 
steam chamber development 
and possibly additional bitu
men recovery.”

The multidirectional 
technology integrates the ad
vantages of gravity drainage, 
steam flooding and enhanced 
NCG production mechanisms, 
says Cenovus. “We anticipate 
that this technology may 
allow steam to access a greater 
lateral area of the reservoir at 
an earlier stage.”
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Another aspect of current 
SAGD well pair operations is 
the steam utilization capacity 
per injector well, says Cenovus. 
Current utilization of steam 
capacity is about 75–100 per 
cent during highpressure gas 
lift and 40–60 per cent during 
lowpressure electric submers
ible pump (ESP) operating 
modes, it says.

A well pair is generally 
operated at high pressure 
during only a fraction of its 
lifetime, the company points 
out. The majority of well pair 
operations fall within the 
intermediate to low pressure 
ESP operating range in which 
steam utilization per well is 
signifi cantly lower than its 
maximum capacity, and this 
may aff ect the capital effi  
ciency of a SAGD project.

The proposed project will 
not adversely aff ect resource 
recovery, says Cenovus. “It will 
either accelerate production or 
reduce the injectortoproducer 
ratio per pad thereby improv
ing the SAGD capital effi  ciency 
and overall project economics.”

 Imperial Oil Limited 
has applied to the Alberta 
Energy Regulator to expand 
the company’s use of liquid 
addition to steam for enhanced 
recovery (LASER) technology, 
targeting fi rstquarter 2017 for 
implementation.

Imperial believes imple
mentation of LASER on nine 
Mahihkan North pads (216 
wells) has the potential to 
increase ultimate recovery by 
up to fi ve per cent, to recover 
around 21 million boe of 
additional resource compared 
to standard cyclic steam 
stimulation (CSS).

“LASER is in commercial 
application at well over 200 
wells at Cold Lake,” says 
spokesman Pius Rolheiser. 
“We’re expanding use of a 
commercially successful 
technology.”

LASER was fi rst piloted as 
an enhanced recovery technol
ogy at the H22 CSS pad in 2002. 
It was later expanded to include 
10 pads in the Htrunk area of 
Imperial’s Cold Lake operation 
where it was commercially 
implemented in 2007.

The Mahihkan North’s 
nine pads started production 
between 2006 and 2010 and 
were the fi rst application of the 
megapad design, with each 
pad having 16 deviated wells 
and eight horizontal wells 
more than 1,000 metres long.

According to the applica
tion, the Mahihkan North area 
of the fi eld is approaching mid
life, which is when the LASER 
technology is most benefi cial.

The company has found it 
preferable to introduce LASER 
on pads in which the oilto
steam ratio has declined to 
less than 0.3, typically in wells’ 
midtolate life, it says.

ConocoPhillips Canada is 
seeking regulatory approval to 
test a solvent soak and steam 
squeeze startup at its Surmont 
SAGD project.

Xylene will be allowed to 
soak for about fi ve months to 
reduce bitumen viscosity and 
accelerate communication 
between the injector and pro
ducer wells, the company said 
in an application to the AER.

Following the solvent 
soak, the selected well pairs 
will start up with normal 
steam circulation and up to 10 
days of steam squeeze and/or 
semiSAGD.

ConocoPhillips already 
received AER approval in July 
2013 to test a solvent soak and 
steam squeeze startup on 
two other well pairs (10126 
and 10124) at Pad 101, but the 
company deferred that trial 
to 2016.

It has now applied to 
amend that approval to add up 
to four more well pairs from 
Pad 103 in the trial. The well 
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pairs are 1035, 1036, 1037 and 
1038. ConocoPhillips said it 
wants to advance the solvent 
soak and steam squeeze trial 
for Surmont Phase 3 develop
ment planning.

The company said learn
ings from this trial would be 
incorporated into the trial on 
well pairs 10124 and 10126 at 
Pad 101.

Suncor Energy hopes to 
test whether adding CO2 to 
steam injected into a SAGD 
reservoir would increase 
bitumen production due to 
CO2 solubility and a lower the 
steam/oil ratio (SOR).

In an application fi led with 
the AER, Suncor is seeking 
approval to add CO2 to steam 
injected on well pair 008 on 
Pad 24 at its MacKay River 
project northwest of Fort 
McMurray.

Under Suncor’s current 
time frame, the CO2 and 
steam coinjection pilot would 
begin in the fourth quarter of 
this year and run for up to 12 
months, depending on reser
voir response and operation.

Suncor hopes coinjecting 
CO2 with steam will reduce the 
SOR and increase bitumen mo
bility while reducing bitumen 
viscosity due to the solubility 
of CO2 in the oil.

Since CO2 has been 
shown to be eff ective in 
some enhanced oil recovery 
processes due to solubility in 
oil and swelling factor, CO2 

Operators are testing 
a variety of injection 
schemes to produce 
more bitumen from 
existing fi elds.
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coinjection with steam may 
have the potential to improve 
the SAGD process.

The potential for CO2 reten
tion, or storage, in the reservoir 
would also be evaluated. It is 
expected that after some reten
tion in the reservoir CO2 will be 
produced mainly in gas phase 
from the production well.

If CO2 coinjection with 
steam proves benefi cial, CO2 
produced in the fl ue gas from 
onsite fuel combustion could 
be used. But for the pilot, liquid 
CO2 will be trucked to the site.

“Despite many research 
and laboratory tests…it is 
unknown how reservoir 
production and SOR will be 
aff ected by CO2 coinjection. It 
is also unknown how much of 
the injected CO2 would remain 
underground,” Suncor says, 
explaining the need for the 
fi eld test.

As the CO2 dissolves in 
the bitumen, it would lower 
the viscosity of the semisolid 
hydro carbon, which is expect
ed to compensate for the fact 
that coinjected CO2 would 
lower the partial pressure 
of the steam and lower the 
steam’s saturation tempera
ture, which would actually 
increase bitumen viscosity, 
the application says.

The injected CO2 is also 
expected to also form a gas 
blanket around the edge of the 
steam chamber, reducing heat 
loss into the overburden.
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T
he redhot Kaybob Montney oil 
play has stalled out due to low oil 
and gas prices. 

But that doesn’t mean the 
Kaybob area has turned into a ghost town. 

Proving up the Duvernay shale play at 
Kaybob remains a bright spot in an other
wise dismal western Canadian oilpatch. 

Trilogy was one of the pioneers of 
tight oil development at Kaybob. During 
the first quarter of 2015, Trilogy drilled 
two net wells to further develop the 
western portion of its Montney oil pool, 
bringing the total number of wells drilled 
into the pool to 111, company chief ex
ecutive officer Jim Riddell told investors 
at Trilogy’s annual meeting (AGM). 

But Riddell said low oil prices 
combined with high decline rates in the 
Montney have the company holding back 
on further development. Montney oil 
wells will produce approximately 30–35 
per cent of their expected reserves in the 
first year of production, he explained.

Accordingly, Trilogy plans to defer 
the completion of the two wells drilled 
last winter until the cost of services 
reflects the current commodity price 
environment and the startup of these 
wells will be delayed until such time that 
crude oil prices improve.

As a result of the current conditions, 
production from the Kaybob Montney 
oil pool has declined to 9,290 boe/d for 
the first quarter of 2015. Trilogy believes 
that future investments will provide the 

opportunity for the company to grow 
crude oil production from this develop
ment to as much as 10,000 bbls/d and 30 
mmcf/d with the production infrastruc
ture that is currently in place.

At the AGM, Riddell told shareholders 
that this play encompasses about 50 sections 
of land. It sees somewhere on average of 10 
million barrels per section, which equates to 
a 500millionbarrel accumulation of oil.

“We are exploiting it by drilling 
eight wells per section,” Riddell said. 
“And to date the average well, as our 
independent en gineering evaluator sees 
it, has about 292,000 boe of reserves for 
each of those wells.”

With Montney operations on hold, 
Trilogy is focused on Duvernay explor
ation. Since beginning exploration in the 
play, Trilogy has spent about $300 million 
in preserving and learning about its 
Duvernay land base, which includes 200 
sections of land in what it thinks is the 
sweet spot of the fairway at Kaybob.

“But we have created about $400 
[million to] $500 million of P+P 
[provedplusprobable] reserve value 
out of that $300 million, so we’re quite 
happy with that,” Riddell said.

The company has 75 sections in the 
condensategas window on the south 
part of the play. It also has 125 sections in 
the oilier, or condensaterich, part of the 
Duvernay to the north.

At South Kaybob, in the gas condensate 
part of the play, the company’s first well has 

been on stream for almost four years. The 
well has already produced 1.5 bcf of gas on 
its way to what Trilogy believes will be four 
bcf of production. The well has produced 
145,000 barrels of condensate to date.

Riddell says the well produces a “very 
consistent” 100 barrels of condensate per 
mmcf of gas produced.

On the north side of the play—the 
condensaterich and oil part of the play—
the company’s most recent well drilled 
has been on production for about a year. It 
has produced 0.4 bcf of gas, but it’s already 
produced 132,000 barrels of condensate.

Riddell said this northern well 
produces a fairly constant 300 barrels of 
condensate per mmcf/d.

“So in comparison to…[the South 
Kaybob well], it’s taken almost four years 
to produce the same amount of conden
sate. That’s really the driver of the value 
out of these wells,” he said, noting that 
oil is becoming an increasingly higher 
proportion of the production mix.

Trilogy has budgeted approximate
ly $60 million towards nonoperated 
Duvernay projects in 2015, with approxi
mately $40 million of the total to be spent 
in the second half of the year.

In the first quarter, Trilogy partic
ipated in the drilling of three (1.0 net) 
Duvernay horizontal wells. The majority 
of the remaining capital is budgeted for 
Trilogy to participate as to its 30 per cent 
working interest in two nonoperated 
multiwell pads in the volatile oil window.

BY  
DARRELL STONEHOUSE

Changing  
at   Kaybobgears

With low oil 
prices, Kaybob 
operators switch 
focus from 
Montney to 
Duvernay
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These two wells are expected to spud 
after breakup and be completed late in the 
current year if time permits.

The three wells drilled in the fi rst 
quarter were drilled as single wells and 
will have higher drilling and completion 
costs than those wells drilled from multi
well pads, where fi xed costs are spread 
over more wells and operational effi  cien
cies can be achieved. It is expected that 
subsequent wells drilled on the single 
well pads should be lower in cost as they 
will benefi t from the roads, surface lease 
construction and pipelines that were 
constructed for the fi rst well.

The company anticipates drilling, 
completion and tiein costs for multiwell 
pads should be in the $10 million to $13 
million per well range while single well pads 
would be in the $13 million to $17 million 
range, depending on surface conditions, 

length of road and pipeline, length of lateral 
and number of fracture stimulations in the 
horizontal lateral, among other variables.

Trilogy said it is encouraged with the 
progress that has been made by industry 
in the past three years with respect to the 
understanding and development of the 
Duvernay play. The evolution of drilling, 
completion and production techniques 
has led to some very positive results in 
recent wells.

“The current commodity price 
environment has challenged the rela
tive economics of the Duvernay in the 
diff erent regions of the play; however, 
Trilogy believes that commodity prices 
will rebound to a level that will prove the 
Duvernay to be a highquality shale play 
with attractive economic,” the company 
said. “Trilogy plans to continue to move 
its Duvernay project towards full scale 

commercial development and will be 
considering all options to advance the 
play in the near term.”

Athabasca Oil is another early tight 
oil explorer at Kaybob that has turned its 
focus to the Duvernay. 

In the condensaterich Duvernay area, 
Athabasca drilled and completed one 
well at Saxon, 151506223W5 (50 per cent 
working interest) in January and placed 
it on production in early July. It had a 
restricted 20day initial production rate 
of 905 boe/d (gross, 57 per cent liquids, 
1,583metre lateral). A second well, at 12
2806223W5, was rig released in the fi rst 
quarter, and completions operations are 
scheduled for later in the third quarter. 
The well is expected to be placed on 
production before yearend.

In the Kaybob West area, Athabasca 
continues to gain confi dence in 

Drilling continues in the Kaybob 
area as operators work to 
maintain lease rights and prove up 
technology in the Duvernay.
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extended production data and off set
ting industry activity. Its 0834062
20W5 well was placed on production in 
February and has averaged 535 boe/d 
over the past 150 days (58 per cent 
liquids, approximately 1,325metre 
lateral). The well continues to meet 
management’s internal type curve 
expectations and is tracking in the top 
quartile of regional industry wells.

In early July, completion operations 
commenced on a previously drilled two 
well pad in Section 3606320W5 (Kaybob 
West). Both wells were rig released last 
winter in approximately 35 days with 
drilling costs averaging $5.9 million each. 
Completions operations on 0136063
20W5 (1,970metre lateral) and 0836063
20W5 (1,564metre lateral) were deferred 
until the second half of 2015 in anticipa
tion of lower service costs. The wells were 
completed for an average cost of 
$5.1 million each resulting in an average 
drill and complete cost of $11.0 mil lion, 
below guidance of $12.5 million to 
$13.5 million. Both wells are expected 
to be placed on production in the fourth 
quarter following a planned soak period.

The company expects to see further 
cost improvements in the upcoming 2016 
winter program through pad effi  ciencies P
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(four well pads in Kaybob West), utili
zation of a new fi t for purpose rig and 
further reductions from the current 
service cost environment. Drilling is 
planned to commence on this pad in 
the fourth quarter of 2015 with costs 
targeted at $10 million to $12 million. 
This represents a signifi cant reduction 
from previous single wells at approxi
mately $15 million each and is expected 
to demonstrate the potential for even 
further reduced costs into the future.

Athabasca continues to be encouraged 
by its preliminary results in the volatile 
oil window of the Duvernay. The com
pany now has seven horizontal and three 
verticals wells drilled in the volatile oil 
window. Drilling has extended across the 
fairway with wells at Simonette, Kaybob 
West North, Kaybob East and Two Creeks.

At Kaybob East, the company expects 
to spud a twowell pad at Section 05065
18W5 in September. Athabasca plans to 
test a high proppant loading completion 
design in one of the wells (approximately 
2,000 lbs/ft compared to the current 
design of approximately 1,000 lbs/ft). 
The goal is to assess the impact to prod
uctivity and ultimate recoveries, a pos
itive trend seen in regional Duvernay data 
and also in other leading North American 
shale plays. Both wells are expected to be 
placed on production in early 2016.

At Simonette, 163606325W5 was 
completed in October 2014. Following a 
planned soak period the well was placed 
on production in March into a thirdparty 
gas facility, but was subsequently shut in 
due to road conditions impacting the 
trucking of liquids. The planned on
stream date has been deferred to the 
fourth quarter due to regional 
TransCanada PipeLines takeaway 
constraints.P
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Athabasca has drilled seven 
horizontal and three vertical 
wells into the volatile oil 
window of the Duvernay. 
Athabasca plans two wells 
at Kaybob East in the 
remainder of  2015.
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Alberta’s rotational workforce is not a temporary busi
ness choice, but rather an ongoing business require
ment that supports industry growth and Canada’s 

economic wellbeing, says a newly released Petroleum Labour 
Market Information (PetroLMI) report, which calls for further 
research on the subject.

According to Rotating, Not Relocating: Alberta’s Oil and 
Gas Rotational Workforce, in the last decade rotational work 
arrangements have increased in number, becoming common
place and essential to the energy sector, as well as associated 
construction and maintenance projects. This nimble work
force can grow and shrink in size depending on the operating 
requirements and commodity price trends.

While PetroLMI does not have a conclusive number, 
director Carol Howes told the Daily Oil Bulletin the most recent 
National Household Survey indicated that approximately 
42,000 Canadians, including 30,000 Albertans, were rotational 
workers as of 2011.

Camp
life 

“We think that number is quite conservative, and certainly 
there has been an increase in the number of rotational workers 
since then,” she said, adding the Regional Municipality of Wood 
Buffalo conducted a telephone survey in 2012 estimating 39,000 
rotational workers in that region. A followup survey in 2014 
determined about 47,000 workers in regional accommodations.

“An ongoing survey of these workers would be very helpful. 
Regular reporting that compares a place of work and a place of resi
dence would be helpful. In other words, you could get a good sense 
of [for example,] if someone is living in Newfoundland and working 
in Alberta, if we have ongoing, regular reporting of that sort of data.”

The nature, magnitude and location of the work in the bulk 
of Alberta’s oil and gas industry drives the need for a rotation
al workforce and the camps to accommodate them, says the 
PetroLMI report. Many operations occur in rural locations 
where the closest communities cannot provide enough skilled 
labour, and where rental units, hotels, motels or other accom
modations are somewhat lacking.

BY  
DAILY OIL BULLETIN

Rotational workforce 
increasingly important to  
oil industry
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“The cyclical nature of Alberta’s oil and gas industry 
requires a mobile and flexible workforce that adapts to various 
work demands and locations in order to ensure ongoing oper
ations,” Howes noted.

While the availability of comprehensive Canadian and inter
national data is limited, analysis of trends and demographic 
shifts in Alberta’s rotational workforce since the early 2000s 
refutes the notion that rotational workers are generally young 
and single. Rather, the report finds, more rotational workers are 
older and either married or in commonlaw relationships.

Researchers also found many workers prefer the camp life 
and rotational work for reasons beyond higher salaries, such as 
lifestyle advantages for family, more vacation due to greater flexi
bility in rotations and premium accommodations. Some workers 
interviewed felt the work camp’s focus on safety was far stricter 
compared to sites where staff went home at the end of the day.

“One major factor that drives the rotational workforce is the 
safety factor,” said Emma Monaghan, interim project manager   

When oil and gas companies need to get workers 
in and out of remote camps in difficult and 

challenging times the industry looks to charter air 
services, says Rick Pollock, business development 
manager for Regional 1 Airlines.

“Timely crew changes, when you try and do 
them commercially you can tie up guys all day long 
waiting for airlines. Airlines are highly focused on 
moving people from large centre to large centre.” 
And that, he says, “is where a charter company does 
really well.”

Regional 1 Airlines, or R1 as sported on their tails, 
is 100 per cent owned by Avmax Aviation Services 
and specializes in domestic and international 
workforce transportation charter services as well as 
aircraft crew, maintenance and insurance (ACMI) 
operations.

R1’s charter activity started in 2003 in the 
Caribbean. 

“We were doing ACMI work,” says Al Young, 
vicepresident of operations (Canada) for Avmax 
and executive of R1, “initially with the Twin Otter 
and the Dash8 flying to points around Haiti and the 
Dominican Republic for the UN. After the earth
quake, they needed lift and needed it now and we 
were available. Within something like 48 hours we 
were incountry helping. From there we were in DR 
Congo, and we have been in Pakistan, Afghanistan 
with the UN.” 

Young says it gave R1 a good start operating in 
tough environments.

It was an ACMI in 2012 that opened the door 
for their present operation in Chad. R1 operates 
two Dash8s and two Twin Otters for two global oil 
companies there. Each has its own location and 
fulloperation field camps. 

“Chad isn’t the nicest country in terms of 
security, so both companies fly their personnel 
in,” explains Young. R1 also helped Chad through 
certification with the International Civil Aviation 
Organization (ICAO) and received the country’s first 
Air Operating Certificate and Aircraft Maintenance 
Organization certified to ICAO standards. 

Charter air business moves 
workers internationally 
and at home

By Graham Chandler

Researchers found many workers prefer the camp life and 
rotational work for reasons beyond higher salaries, such as 
lifestyle advantages for family, more vacation due to greater 
flexibility in rotations and premium accommodations.
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The foreign operations demand close attention 
to safety; environments are often more risky than 
Canada—both physically and politically. So a top 
safety management system is paramount. 

“We do our risk assessments to make sure we 
know what we’re getting into over there and mitigate 
every risk to the lowest possible we can,” says 
Matthew Lomas, R1’s general manager. “There’s a lot 
of homework. We do our internal research as well 
as reach out to other companies that have operated 
in the area and some we have been working for, 
especially the UN. When we can we will send a team 
fi rst to investigate.” In Chad, they maintain their 
own hangar complete with spares.

The overseas experiences led to expansion into 
western Canadian oil and gas. 

“It was a natural progression,” says Pollock. 
“You’re going into short runways in remote locations 
and the Dash is really good for that type of work. It 
has been a backbone of R1 fl ying almost since the 
beginning.” With access to Avmax’s 80plus Dash8 
fl eet—the world’s largest—availability isn’t a concern.

In Calgary, R1 fl ies Dash8s and Challenger 
Regional Jets almost exclusively on oil and gas relat
ed business, with occasional other charters mostly 
for mid to largersized end users. 

“Fort St. John, Fort Mac, Peace River are common 
destinations for us,” says Pollock. “We just started a base 
in Edmonton; we have a Dash8 living there as well.”

at PetroLMI. “With the operations being so far away, it tends to 
be unsafe to have multiple workers on the road after such long 
shifts—12hour shifts at night. That was another consideration 
to take into account.

 “Companies have really worked hard at making this lifestyle 
as attractive as possible by raising the camp standards to those 
of hotels, providing recreational outlets and a communitytype 
feel within the camp,” she said.

Workers who have a realistic perspective of the benefi ts 
and challenges associated with rotational work are the most 

“  One major factor that drives 
the rotational workforce is 
the safety factor.”
  — EMMA MONAGHAN, INTERIM PROJECT MANAGER, 
PETROLMI

successful and able to capitalize on fi nancial, social and lifestyle 
benefi ts, the report fi nds. Workers who engage in rotational 
work solely for fi nancial benefi ts tend to be less satisfi ed and 
less likely to remain employed in this work arrangement for the 
longterm.

The report attempts to “demystify what has become an 
established industry practice where little information exists.” 
Once certain risk factors are mitigated, for example, local 
communities—both aboriginal and other—can benefi t from 
industry investment associated with a rotational workforce, 
including partnerships to provide employment, training and 
contracting local services.

“Certainly, there are a number of areas to look at in terms of 
local services, such as health, social services and other infra
structure within the communities,” Howes said, adding there 
are varying opinions of rotational workers within nearby com
munities, and companies are working to address any concerns.

By providing temporary accommodations and services to 
employees working shortterm in an area, work camps are a 
stabilizing factor for local communities, the report suggests. 
During periods of rapid industrial growth, camps can buff er 
some of the bust and boom impacts common with resource de
velopment, avoiding the demands on local workforces that could 
otherwise result in personnel shortages for local businesses and 
reduce aff ordable housing.

“Alberta’s industry and regulators have progressively 
evolved the rotational workforce and camp life,” Howes said. 
“This includes minimizing community and environmental 
impacts and maximizing worker quality of life through imple
menting best practices in safety, scheduling, accommodations 
and workplace culture.”

She added, “Certainly, some additional information 
would be really benefi cial in terms of getting…information 
on the impact on communities. More importantly, this really 
provides organizations and policy makers with some informa
tion for workforce planning in terms of recognizing this as a 
workforce sector that is an important part of the industry and 
it will continue to be.”

While commodity prices impact the number of rotational 
workers in Alberta’s oilpatch, Howes noted, statistics from 
the last recession indicate those declines do not reach below 
levels prior to the initial boom in rotational workers during 
the period of 200304, and those numbers go back up once 
prices recover.

“The data indicates that it does contract during times of a 
lowerprice environment, but it does increase again as the 
industry starts to grow.” P
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The Canadian Energy Supply Chain Forum is the largest energy 
sector event exclusively dedicated to improving the performance 
and competitiveness of the petroleum industry through supply 
chain management excellence.

Join an estimated 600 industry professionals as you learn 
from major energy producers, engineering, procurement and 
construction firms who have successfully delivered multi-billion 
dollar energy projects on time and on budget.

TAKE ADVANTAGE OF EARLY-BIRD RATES  
BY REGISTERING BEFORE SEPTEMBER 30.

Additional discounts are available for supply chain management professionals.

#CESCF  •  WWW.SUPPLYCHAINFORUM.CA

OCTOBER 28, 2015 • BMO CENTRE • CALGARY, AB

TOPICS TO BE EXPLORED

•  A Global Investor Perspective: SWOT 
analysis of Canada’s energy industry

•  Aligning Supply Chain with Strategic 
Business Objectives

•  Productivity, Not Just Price:  
The real solution to surviving low  
oil prices 

•  “We Need a 25% Cost Reduction!” 
What producers and suppliers are 
doing together to achieve sustainable 
cost reductions

•  SAGD Well Pad Replication Strategy: 
Cost savings through innovation, 
repeatability and supply chain 
collaboration

•  Applying Technology Innovation 
Lessons Learned from Other 
Industries: Using aerospace coatings 
technology in oilsands pumps

•  Collaboration Opportunities  
and Insights: North Sea oil and  
gas operations

•  Driving Productivity: Using  
RFID technology

Additional discounts are available for supply chain management professionals.

Canadian Energy Supply Chain Forum
sector event exclusively dedicated to improving the performance 

Canadian Energy Supply Chain Forum

OCTOBER 29, 2015COLLOCATED WITH

With a history of projects being completed over budget and behind schedule, 
the Canadian Energy Projects Forum will focus on the collaborative construction 
process, demonstrating how small process changes can yield dramatic results.  

Together with the Canadian Energy Supply Chain Forum, delegates will 
be provided a comprehensive overview of how to improve the productivity 
and efficiency of all stages of the petroleum production process, including 
operations and major projects.
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NOSHOK Inc   16
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Streamlight Inc   18
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Thunder Bay Port Authority   37
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ZCL Composites Inc   24
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FREE SATELLITE PHONE

KEEP YOUR

CONNECTED
BUSINESS

Manage your business from remote worksites that are beyond cellular service. 
Remain connected to co-workers, family and loved ones without breaking the bank.

The most affordable satellite voice
and data solution for your business.

Visit Globalstar.com/OGIFREE3
to take advantage of the current
FREE SATELLITE PHONE OFFERS.

$499 SAT PHONE

FREE
*Limited time offer. Terms and conditions apply. For offer details, visit Globalstar.com/OGIFREE3.



Jonathan Vatcher
Field technician and  
oFFicial supplier oF  

whateVer-it-takes

Working through whatever Mother Nature can throw at you is all just part of keeping the oil and gas 
industry in Western Canada seamlessly connected with dependable voice and data communications 
products and solutions. TOG technicians, like Jonathan, are ready to roll 24/7, 365 days a year and will 
do whatever it takes to get you connected and keep you connected – all backed by a squeaky-clean, 
100% service and equipment guarantee. 

Get western canada’s most trusted and reliable provider of oil and gas communications working for you.

ALBERTA  •  BRITISH COLUMBIA  •  SASKATCHEWAN

Visit us for more info: togsystems.ca
1.844.356.3965

A little  
mud won’t 

stop us




