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Energy wars

“Global LNG supply is pres-
ently around 250 million tonnes 
per annum [mmtpa], and there 
is a further 140 mmtpa under 
construction. Recognizing that 
the global market will struggle 
to absorb such a large supply 
uptick, for some time now we’ve 
been forecasting a soft global 
market. However, that bearish 
prognosis is now being exacer-
bated by a demand downturn,” 
Tomnay explained. 

Wood Mackenzie believes the 
Asian market for new LNG supplies 
will not open up until 2022. Yet 
there is an additional 100 mmtpa of 
LNG supply that could sanctioned 
in the next six to 18 months. 

“Development of even half 
of this proposed supply could 
prolong the Asian oversupply 
to 2025,” said Tomnay. 

None of this is good news for 
the Canadian oil and gas indus-
try. CERI expects conventional 
oil production to decline by 
200,000 bbls/d in the next two 
years before recovering. 

Meanwhile, a TD Research 
report estimates around three 
quarters of oilsands operators are 
losing money at today’s prices. 

Canadian gas exports have 
been falling the last eight years, 
reaching 10.4 bcf/d in 2007 
before declining to 7.4 bcf/d in in 
2015. Without LNG exports, this 
number will likely decline as U.S. 
supplies continue increasing. 

The Canadian industry finds 
itself caught in the crossfire as 
global giants fight for export 
markets. If the domestic indus-
try wants a piece of the export 
pie it is going to have to be 
smarter and faster than its 
competitors. Otherwise, it will 
be collateral damage. 

Global oil and gas producers 
are engaged in a war of attri-
tion, with each faction taking 
massive losses trying to outlast 
their competitors while main-
taining and growing exports.

Despite a 50 per cent drop in 
oil prices from a year ago, none 
of the big players in the market 
are cutting production. 

In August, Russia reported for 
the first eight months of 2015 it 
produced around 10.7 million 
bbls/d, more oil than it has 
pumped since the collapse of the 
Soviet Union in the early 1990s. 

Saudi Arabia, meanwhile, 
m a i nt a i ned produc t ion of 
10.36 million bbls/d in August 
with little sign it planned on 
cutting production. 

In the U.S., production from 
its two largest shale plays, the 
Bakken and Eagleford, was up 
500,000 bbls/d in July when com-
pared to the same month in 2014. 
Total U.S. production is expected 
to average 9.36 million bbls/d in 
2015, up from 8.7 million bbls/d in 
2014, according to the U.S. Energy 
Information Administration.

The Canadian Energy Research 
Institute (CERI) expects it will 
take two to three years for supply 
to come back into balance with 
demand. 

The global LNG market is in 
a similar state of oversupply, 
with countries and companies 
jockeying to capture Chinese 
and Asian demand, according 
to global energy research firm 
Wood Mackenzie. 

In August, Wood Mackenzie 
vice-president global gas and 
LNG research Noel Tomnay said 
the LNG market is facing “a wall 
of new supply just as China’s 
demand growth has faltered.
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Drilling activity

Top active operators 10 SEPTEMBER 2015

AUGUST AUGUST

OPERATOR active dev exp total

Progress Energy Canada Ltd. 16 15 1 16

Tourmaline Oil Corp. 14 12 2 14

Peyto Exploration & Development Corp. 10 9 1 10

Royal Dutch Shell plc 10 7 3 10

Seven Generations Energy Ltd. 9 9 0 9

Cenovus Energy Inc. 6 4 0 4

Penn West Petroleum Ltd. 6 6 0 6

Talisman Energy Inc. 5 5 0 5
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Drilling rig activity 

AB

SK

BC

MB

WC TOTAL

Active 2014 Down 2014 Total 2014 % Active 2014
Change

Active 2015 Down 2015 Total 2015 % Active 2015

% ACTIVE

% ACTIVE % ACTIVE

% ACTIVE

% ACTIVE

-20

-55

35

-144

-25

-36

12 AUG. 2014 · 10 SEP. 2015

264 47

50

120

22

14

299
415

563
535

73
18

73
108

146
126

116

-28

34
52

48

68
82
14

16

6

11

-5

-9

10
14

25

16

178
400
-222

581

802

759

402

Metres drilled by province WC total

2014 2014
2015 2015

development development

2014 2014
2015 2015

exploratory exploratory

2014 2014
2015 2015

total totalchange change

AB SK BC WC TOTAL
M

et
re

s 
d

ri
lle

d 
(t

ho
us

an
d

s)

M
et

re
s 

d
ri

lle
d 

(t
ho

us
an

d
s)

1,000

1,000

1,200

1,400

1,600

1,800

200

400

600

600

800

400

200

0

800

0

-6
%

-1
6

%
+6

%

14
9

%

-5
%

-2
%

-4
3

%

8
2

%

-1
5

%

-5
%

-1
9

%
-3

% 15
4%

-6
%

-35

-6

-27

76

44

50

41

38

23

6

T H E  B A S I N  •  O C T O B E R  2 0 1 5  S TAT S  AT  A  G L A N C E



CSA Z662 Oil & Gas Pipeline
 Systems - NOW AVAILABLE!

Representing over 40 years of pipeline standards development, this new 
edition is now available in hard copy, PDF and Interactive formats.  It contains  
important updates to help reduce risk, provide safer environments for  
workers and improve efficiencies.  Discover the New Edition Today!

     

 
www.shop.csa.ca                                      877 240 6543
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oil gas other total

aug 2014 4 14 1 19

aug 2015 0 37 1 38

change -4 23 0 19

oil gas dry service total

aug 204 649 84 23 65 821

aug 2015 481 145 11 15 652

change -168 61 -12 -50 -169

oil gas other total

aug 2014 338 0 26 364

aug 2015 259 0 11 270

change -79 0 -15 -94

oil gas other total

aug 2014 259 70 61 390

aug 2015 189 108 13 310

change -70 38 -48 -80

Average length of a well  
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1,132 2,521metres metres
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Completions

Completions by province
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#CETF2015  •  ENERGYTECHFORUM.CA

OCTOBER 27, 2015 • BMO CENTRE • CALGARY, AB

TOPICS TO BE EXPLORED

•  Cybersecurity and critical infrastructure

•  Big data analytics for pipeline operators

•  Innovative methods to check for  
pipeline integrity

•  Fleet Management Innovation

•  Upstream drilling efficiencies and remote support

•  Data enabling re-fracturing of old wells

•  Digital innovations in conventional production

•  Leveraging the cloud

•  Predictive Maintenance

•  Data harmonization

•  Collaboration for a culture of innovation
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The Canadian Energy Technology Forum (CETF)  

is a unique industry event that explores the 

technological and operational foundation of 

the digital oilfield of the future. Learn from 

innovative leaders who have increased revenue, 

improved operating margins and enhanced asset 

efficiencies by leveraging the right technology in 

the right places to capture new shareholder value.

Additional discounts are available  
for technology users and buyers.

 Visit energytechforum.ca for more information.



BY ELSIE ROSS

Transporting oil by rail in Canada is a 
lot more risky than moving it by pipeline, says 
a new study released by the Fraser Institute, a 
Canadian public policy think-tank.

Federally regulated pipelines in Canada cur-
rently move just under 15 times more hydrocar-
bons than do the railroads, said Kenneth Green, 
the study’s lead author and Fraser Institute’s 
senior director of natural resources studies.

“However, with increased production 
and continued opposition to new pipeline 
infrastructure, more and more oil is being 
pushed to rail—a mode of transport which 
is more likely to experience a spill,” he said.

Based on newly compiled data from 
Canada’s Transportation Safety Board (TSB) 
and Transport Canada, the Fraser Institute 
study, Safety in the Transportation of Oil and Gas, 
found that the rate of occurrences (incidents or 
accidents) per million barrels of oil equivalent 
transported was more than 4.5 times higher for 
rail than it is for pipelines for the period 2003-13.

Overall, both methods of transportation 
appear to be quite safe, according to the Fraser 
Institute study. However, between 2003 and 
2013, pipelines had a rate of approximately 
0.049 occurrences per million boe transported 
with 1,226 incidents while transporting 24.91 
billion boe of product. In comparison, railways 
transported only 1.31 billion boe but reported 
296 rail accidents for a rate of about 0.227 
occurrences per million boe transported.

Between 2003 and 2013—because of the 
larger transport volumes—pipelines expe-
rienced more occurrences compared to rail 
(1,226 versus 296). But, according to the TSB, 
only eight of the 1,226 (less than one per 
cent) resulted in environmental damage.

Rail riskier than pipelines, study finds

Quarter of rig fleet active 
at end of August

Rig activity levels across the Western 
Canadian Sedimentary Basin stood at 26 
per cent at the end of August, Rig Locator 
records show.

There were an average 195 active rigs at 
work out of a fleet of 755. At the same time a 
year ago, 52 per cent of the fleet was active.

B.C.’s activity rate was at 47 per cent (39 
active rigs, with 44 rigs down).

In Alberta, there were 125 rigs working 
(24 per cent active).

Rig activity stood at 21 per cent in 
Saskatchewan, with 26 rigs working. 

Progress Energy Canada was the most 
active driller with 18 rigs at work.

Tourmaline Oil had 14 active rigs, followed 
by Peyto Exploration & Development with 10. 
Royal Dutch Shell and Seven Generations 
Energy each had nine rigs at work.

Wells continue to get longer 

Well lengths continue to trend longer, 
with this year’s average length/depth for 
a well in western and northern Canada up 
more than 10 per cent compared to a year ago.

Through the first seven months of the 
year, the average length of a well is a record 
2,521 metres—an increase of 11 per cent 
from 2,278 metres in the year-prior period.

This year’s average is about 23 per cent 
more than two years ago.

In the first seven months of 2013, the 
average length/depth of a well in western 
and northern Canada was 2,042 metres.

Ten years ago, in 2005, the average 
length was 1,132 metres, but that average 
has increased over the past decade due to 
a reduction in the number of shallow gas 
wells and an increase in longer horizontal 
wells targeting the deeper parts of the basin.

For January-July period, this year’s aver-
age exploratory well is 3,385 metres in 
length, up 20 per cent from 2,812 metres a 
year ago. The average development well is 
2,442 metres, up 10 per cent from 2,224 
metres in the first seven months of 2014.

BRITISH COLUMBIA NATURAL GAS 
ROYALTIES FOR THE LAST 10 YEARS 
($ MILLIONS)

ALBERTA NATURAL GAS ROYALTIES 
FOR THE LAST 10 YEARS  
($ MILLIONS)
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No change in Alberta 
royalties until 2017

BY JAMES MAHONY 

Although the Alberta royalty review 
panel will begin work immediately, the 
province’s current oil and gas royalty 
framework will be unchanged until the 

end of next year, Alberta Energy Minister 
Margaret McCuaig-Boyd told reporters in a 
press conference in late August.

“Our government is committing that the 
current royalty framework will remain in 
place until the end of 2016. For 16 months, 
companies and investors can operate with 
certainty, knowing there will be no changes 
in the royalty framework,” she said, shortly 
after naming three Albertans to the panel, 
under panel chair Dave Mowat.

“This commitment not to change royalty 
rates until the end of next year should serve 
as a clear signal that our government, as 
elected representatives of the owners of 
this resource, wants to be a reliable partner 
in supporting the success of our oil and gas 
industry in Alberta,” she said.

The minister said she understood that 
Alberta’s oil and gas companies are cur-
rently preparing their budgets and talking 
to investors as they plan this winter’s 
drilling season.

McCuaig-Boyd described a process that 
will see the royalty review panel’s work 
completed this year, including two par-
allel processes: a public consultation that 
will allow Albertans to participate via a 
government website (Letstalkroyalties.
ca) as well as an expert consultation that 
will proceed at the same time, under the 
panel’s supervision.

 According to McCuaig-Boyd, the public 
consultation will continue over a roughly 
60–90 day period. In any case, she envi-
sions a process that will be finished by 
year-end, although it was not clear when 
the review panel’s report, which will be 
made public, will be filed and released.

“The panel will finish its work this year 
and present a report to government,” she 
added. “That report will aid in the develop-
ment of a new royalty framework, one that 
identifies where there is support from 
Albertans, industry and key stakeholders 
to achieve the goals of the review.

Reduced investments,  a lower gross 
domestic product and decreased employment, 
taxes and royalties all lie ahead for western 
Canada’s conventional oil industry, at least for 
the next two to three years, says a new study.

Conventional oil production in western 
Canada will drop to less than 1.1 million bbls/d 
by 2017, from more than 1.3 million bbls/d in 
2014, says the Canadian Energy Research 
Institute (CERI) report.

From that point, production will gradually 
increase and stabilize at 1.4 million bbls/d for 
the last half of the forecast period, according 
to the report, entitled Western Canada Crude 
Oil Forecasts And Impacts (2015-2035).

Western Canada’s conventional oil indus-
try is still in good shape, Allan Fogwill, pres-
ident and chief executive officer of CERI, 
said. “We do see some challenges in the 
first few years, out to 2017, and that’s mainly 
because of the low oil price, so there’s going 
to be a reduction in production over the next 
three years, and it will slowly ramp up as the 
projected oil price ramps up.”

Based on the U.S. Energy Information 
Administration’s latest oil price forecast 
and some of CERI’s own adjustments, a 
recovery is forecasted to start in 2017.

The oil price is projected to rise from 
about $80/bbl in 2018 to a little less than 
$130/bbl in 2035, all because of supply and 
demand, said Fogwill.

BY LYNDA HARRISON 

Three more years of low oil 
prices, says CERI

SOURCE: FLINT HILL RESOURCES
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Painted Pony Petroleum 
said it continues to advance 
its pre-drill program for the 
AltaGas Townsend facility.

To date, six wells have com-
pleted drilling operations. 
Over the next 12 months, the 
company expects to drill an 
additional 16 wells under its 
Townsend pre-drill program. 
All of the Townsend pre-drill 
wells will be completed using 
Painted Pony’s ball-drop and 
parallel-pair completion tech-
nology, the company noted.

Two Lower Montney wells 
in the Townsend area, recently 
completed using ball-drop, 
parallel- pair technology, have 
been placed on production and 

have started flowing in-line to 
the company’s 33-J facility.

The first well, identified as 
“c-2-J,” tested at an average rate 
of 8.4 mmcf/d over two f low 
intervals for a combined 12.2 
days. It f lowed at 9.9 mmcf/d 
during the latest 72 hours of 
f low testing, with an aver-
age flowing pressure of 1,579 
pounds per square inch.

The second well, identified 
as “c-A2-J,” tested at an aver-
age rate of 10.8 mmcf/d over 
two flow intervals for a com-
bined 13.4 days. It f lowed at 
11.2 mmcf/d during the latest 
72 hours of flow testing, with 
an average flowing pressure of 
1,166 pounds per square inch.

U t i l i z i n g g a s  a n a l y s e s 
from these two wells and a 
plant process model for the 
AltaGas Townsend facility, 
the combined average f low 
rate of these two wells is 25.8 
mmcfe/d (4,300 boe/d), which 
includes 21.1 mmcf/d of nat-
ural gas and approximately 
1,100 bbls/d of natural gas 
l i quids. These natural gas 
li quids (C3+) include 725 bbls/d 
of condensate and 375 bbls/d of 
propane and butane.

For 2015, Painted Pony’s cap-
ital budget remains unchanged 
at $104 million and production 
guidance remains unchanged 
at an average of approximately 
96 mmcfe/d (16,000 boe/d).

Painted Pony continues pre-drill program

KEY AUG 2014 AUG 2015 Difference / % 
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Earthquake hits near 
fracturing operations 
in northeastern B.C.

BY CARTER HAYDU 

There is reason for industry, 
government and neighbouring 
communities to worry about a 
recently felt earthquake that rat-
tled northeastern B.C. and is poten-
tially related to local oil and gas 
operations, said Jeff Gu, a seismol-
ogist at the University of Alberta.

“Cer tainly, several insti-
tutions across Canada are 
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ver y interested in this type of earth-
quake,” he said. 

On the afternoon of August 17, an earth-
quake measuring 4.6 on the Richter scale 
occurred 144 kilometres northwest of Fort 
St. John, B.C., in the Beg-Town area about 
40 kilometres northwest of Wonowon, B.C.

According to Earthquakes Canada data, 
there were no reports of damage, but the 
seismic event was lightly felt at Charlie Lake.

The earthquake occurred near Progress 
Energy Canada operations, about 4.5 kilo-
metres east of ongoing hydraulic fractur-
ing and 3.5 kilometres north of an active 
water-disposal well. Thanks to on-site detec-
tion equipment, Progress was able to notify 
the regulator and immediately suspended 
operations post-quake. Operations resumed 
after implementation of a mitigation plan. 
Natural Resources Canada (NRCan) has 
recorded no new seismic events in the area.

In addition to further monitoring, Gu 
believes it is important that government 
and industry investigate the nature of this 
seismic event and why similar occurrences 
seem to be happening in the region.

“If they are related to industrial activi-
ties, then that would certainly suggest some 
existing fault potentially has been reacti-
vated and it is causing slippages likely on 
that existing fault. Of course, in that case 
it is important to understand the science 
behind it, what is the precise location of this 
event, at what depth it occurred, what is the 
fault orientation, what is the amount of slip 
on this fault, and what is the seismic-source 
mechanism pertaining to these events.”

Further, said Gu, there should be precau-
tions taken in the area regarding routine main-
tenance and inspection of wellbores and their 
integrity, which goes a long way toward hazard 
mitigation given the potential link between 
industry activities and a large, local earthquake.

“It would be considered somewhat pecu-
liar, mainly because of the size of the event 
that is fairly significant in that area,” he said, 
adding the earthquake is not especially pecu-
liar, though, as there were similar-sized local 
events over the last couple of years. “There 
were some earlier earthquakes of slightly 
smaller, but of a similar type of magnitude.”

While he does not know the exact connec-
tion between earthquakes in northeastern 
B.C. and oil and gas operations, Gu noted 
there certainly have been recent, relatively 
sizable events. “The recent seismicity has 
been significant in that area, which was 
fairly different from many years ago.”
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s uccessf u l ly encou ntered 
virgin reservoir pressures and 
undisturbed sections of exist-
ing channels, also proving up 
additional future locations. 
Average per-well production 
results in 2015 have signifi-
cantly sur passed previous 
year’s results with 30-day ini-
tial production rates 23 per cent 
higher for the 55 wells to date.

Bot h t he average dept h 
and lateral length of Peyto’s 
horizontal wells continues 
to increase into 2015, as the 
company attempts to develop 
more res ou rce w it h e ac h 
we l lb ore.  S e cond- q u a r te r 
drilling and completion costs 
per metre were 24 per cent 

P e y t o  E x p l o r a t i o n  & 
Development  is maintain-
ing the previous 2015 capital 
budget between $575 million 
and $625 million, although it is 
expected that approximately 
six more wells will now be 
drilled with this same capital 
investment.

Dril l ing and completion 
costs continue to remain low 
with realized reductions of 
approximately 30 per cent as 
compared to 2014.

Aggregate well production 
results for the new 2015 wells 
continue to exceed the per-
well average production results 
of all prior years. These two 
achievements are combining to 

preserve Peyto’s return expec-
tations in a lower commodity 
price environment.

As a result, the company 
increased the drilling activ-
ity to 10 active drilling rigs at 
the start of the third quarter, 
which, when combined with 
the reduced drilling time, is 
effectively the same as running 
12 rigs a year ago.

Six rigs are working through-
out the Greater Sundance area, 
two rigs are working in Brazeau 
and two rigs are working in the 
Ansell/Minehead areas. Peyto 
is currently the third-most 
active gas driller in Alberta 
with 10 of the 78 gas drilling 
rigs running.

Peyto’s second-quarter 2015 
activity was concentrated in the 
Spirit River group of formations 
including the Notikewin, Falher 
and Wilrich formations, and 
within the Greater Sundance 
area where both cost savings 
could be realized and transpor-
tation restrictions minimized. 
A total of 34 wells were drilled 
across the land base, targeting 
sweet, liquids-rich natural gas 
resource plays.

Among the 34 wells drilled, 
step-out wells on existing 
Wilrich and Falher trends 
provided encouraging results, 
which opened up additional 
development opportunities, 
while Notikewin infill drilling 

Peyto maintains budget, drilling more wells

KEY AUG 2014 AUG 2015 Difference / % 

post data:  facilit ies & pipeline approvals
Cumulative  

JAN 1 – SEP 12, 2015

Facilities  353 Pipelines  379 Total  732

Oil Completions Gas Completions

Wells Licensed Wells Spudded Wells Rig Released

Development Well 
Licences

Metres Drilled

Exploratory Well 
Licences

167

87

231

37 45

239 906,254261

69

154

85 37130

146 505,789

-36%

26%

-33%

129%

-18%
-40%

-40% -44%
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AER approves 
Plains Midstream’s 
Indigo Pipeline to 
serve Carmon Creek

BY ELSIE ROSS 

Plains Midstream Canada 
has received Alberta Energy 
Regulator approval for a dual 
130-kilometre pipeline that will 
connect Shell Canada’s Carmon 
Creek central processing facil-
ity to Plains’ existing Nipisi 
terminal.

One 24-inch pipeline will 
transport blended crude bitu-
men from the Carmon Creek 
facility at 14-085-18W5 to the 
Nipisi terminal at 02-080-
08W5, while a parallel 12-inch 
high vapour pressure (HVP) 
line will ship condensate and 
butane products from the Nipisi 
terminal to Shell’s Peace River 
oilsands in situ project.

Tourmaline to spend 
$1.35 billion in 2016 

BY ELSIE ROSS 

Tourmaline Oil said it set 
a prelim inar y E&P capita l 
budget for 2016 of $1.35 billion, 
which would be less than fore-
cast cash flow of $1.42 billion.

Approximately 80 per cent of 
the 2016 capital program will 
be directed toward drilling and 
completions activity.

Second-half 2015 production 
is anticipated to ramp up in all 
of the company’s three operated 
areas, with the 25,000 boe/d 
currently behind pipe system-
atically brought on stream 
along with the tie-in of approxi-
mately 110 new wells. Major new 
facility start-ups in the second 
half include the 24,000-bbl/d 

Mulligan oil battery, commis-
sioned in July, and the new 
Edson gas plant in October.

Tourmaline said it antici-
pates average production of 
164,500 boe/d for the full year 
in 2015, with an exit rate of 
approximately 200,000 boe/d. 

Full-year E&P capital spend-
ing has been increased to 
$1.4 bil l ion, ref lecting the 
full impact of the increased 
second-half, 18-drilling-rig 
program. However, spending 
is sti l l $200 million lower 
than the originally planned 
$1.6-billion 2015 budget.

Tourmaline expects to drill 
120 wells during the second 
half of the year. Drilling and 
completion costs, in all three 
complexes, are now consis-
tently 25–30 per cent lower 
than second-half 2014 drilling 
and completion costs “so it’s the 
right time to drill incremental 
wells,” Mike Rose, president and 
chief executive officer, said.

Facility expenditures are esti-
mated at $310 million for 2015, 
down from $790 million in 2014, 
contributing to continually 
improving capital efficiencies. 
The vast majority of the infra-
structure build-out in all three 
core areas is now complete with 
the basic skeleton to service the 
entire future drilling inventory 
now in place, he said.

Tourmaline will operate 18 
drilling rigs in the second half 

of 2015 with 11 rigs active in the 
Alberta Deep Basin, three rigs in 
the Montney complex and four 
rigs on the Peace River High 
Charlie Lake. The company said 
it is drilling incremental wells 
during a period of significantly 
reduced service costs.  

The Indigo pipeline project 
also will include a pump station 
for the blended crude directly 
adjacent to Carmon Creek and 
a pump station for the diluent 
products located within Plains’ 
Nipisi terminal.

Plains said that while the 
Indigo pipeline project is pri-
marily designed to service Shell’s 
Carmon Creek project, it may 
also fulfill the growing transpor-
tation needs of other producers 
in the Peace River area.

Subject to regulatory approv-
als, the project would be in ser-
vice in the second quarter of 
2017, with right-of-way clear-
ing in the first quarter of 2016 
and construction of the pipe-
line and pipeline installations 
beginning in the third quarter 
of 2016. Earlier this year, Shell 
announced it was pushing out 
the ramp-up of Carmon Creek 
by two years with first oil cur-
rently planned for 2019.

In its pipeline project appli-
cat ion, Pla i ns sa id it had 
selected and refined the route 
based on the result of environ-
mental and engineering stud-
ies and feedback received 
through consultation with 
stakeholders and First Nations. 
The project minimizes the dis-
t u rba nce a nd c u mu l at ive 
impacts by running parallel to 
existing linear disturbances 
for approximately 95 per cent 
of the route, it said.

fusioninc.ca

HDPE Fusion • Electrofusion 
HDPE Tanks • PVC Fusion 

Hydrovac

(403) 474 8340
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and 39 per cent lower, respec-
tively, as a result of both effi-
ciency gains and service cost 
reductions.

Drilling times continued to 
improve in the quarter, despite 
longer horizontal laterals for 
2015, while the combination of 
frac sand changes and water 
recycling efforts reduced aver-
age completion costs.
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Demand raises SAGD supply costs, says CERI

KEY AUG 2014 AUG 2015 Difference / % 

post data:  facilit ies & pipeline approvals
Cumulative  

JAN 1 – SEP 12, 2015

Facilities  65 Pipelines  31 Total  96

Wells Licensed Wells Spudded Wells Rig Released

Metres Drilled Bitumen Completions

26 93 82

120,358 27

44 69 75

107,122 29

-41%
-26%

-9%

-11% 7%

The supply cost for a SAGD pro-
ducer has risen by 10.3 per cent in 
the past year while falling by 6.5 
per cent for the owner of a stand-
alone oilsands mine, said a recent 
comparison of field gate costs.

According to the Canadian 
Energy Research Institute’s 
(CERI) 10th annual long-term 
examination of oilsands supply 
costs, the plant gate supply 
costs, which exclude transpor-
tation and blending costs, are 
$58.65/bbl for a SAGD project 
and $70.18/bbl for a standalone 
mine—both projects being 
hypothetical. (All figures in 
Canadian dollars unless other-
wise indicated.)

“I believe this is the result 
of the fact there are no new, 

greenfield mine developments 
and any estimates that we 
have for capital are for phased 
development s of ex ist i ng 
mines, hence our capital esti-
mates for a typical-sized mine 
might be on the lower side,” 
said Dinara Millington, CERI’s 
vice- president of research and 
co-author of the study.

“There are a lot more in situ 
projects that are under con-
struction and are being pro-
posed,” Millington said. “They 
face similar competition for 
labour and materials, but I 
think, just because overall 
demand is stronger on that side, 
we’re seeing costs are higher.”

Supply cost is the constant 
dollar price needed to recover 

all capital expenditures, oper-
ating costs, royalties and taxes 
and earn a specified return on 
investment.

Supply costs in CERI’s study 
are calculated using an annual 
discount rate of 10 per cent 
(real), which is equivalent to an 
annual return on investment of 
12.5 per cent (nominal) based on 
the assumed inflation rate of 2.5 
per cent per year.

After adjusting for blend-
ing and transportation, the 
WTI-equivalent supply cost at 
Cushing is US$80.06/bbl for 
SAGD projects and US$89.71/
bbl for a standalone mine.

In comparison to last year’s 
update, the WTI equivalent 
costs for a greenfield SAGD 

project are 9.9 per cent lower 
and 18.7 per cent lower for a 
standalone mine based on a 
lower light-heavy differential, a 
lower U.S.-Canadian exchange 
rate assumption and a lack of 
premium on diluent costs.

“At current WTI prices of 
just above US$50/bbl, one can 
assume that these greenfield 
projects are not economic or 
have to accept a lower rate 
of return,” said Millington. 
“However, as observed in the 
industry, the relative position 
of oilsands projects has not 
suffered that much, nor is this 
the most difficult period for oil-
sands pricing in recent history.”

She suggested conditions 
were worse in 2004 and 2009.

BY LYNDA HARRISON
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with good thermal efficiencies. 
For wells on SAGD, the second- 
quarter steam/oil ratio was 2.6. 
In July, Kirby South production 
averaged 32,000 bbls/d.

The company continues to 
progress its low-pressure steam-
f lood at Primrose East Area 
1 and the low-pressure cyclic 
steam stimulation project at 
Primrose East Area 2.

The company said operations 
at Primrose East are exceeding 
expectations and, due to the 
cyclic nature of operations at 
Primrose East Area 2, current 
production volumes are rang-
ing between 15,000 bbls/d and 
20,000 bbls/d.

I n t he s e cond qu a r te r, 
pr i ma r y heav y oi l out put 

averaged 128,780 bbls/d, down 
10 per cent and six per cent 
from the second quarter of 2014 
and the first quarter of 2015, 
respectively. The drop reflects 
a significantly reduced drill-
ing program of only four net 
wells in the second quarter of 
this year versus 122 in the com-
parable 2014 quarter.

The production decline also 
reflects the company’s decision 
to shut in about 4,000 bbls/d of 
primary heavy oil production 
due to low prices.

CNRL’s primary heavy oil 
operating costs fell to $14.92/bbl 
in the second quarter compared 
to $17.61/bbl in the same period 
last year and $17.21/bbl in the 
first quarter of 2015.

Canadian Natural Resources 
is seeing a significant decline in 
thermal and heavy oil produc-
tion as a result of forest fires and 
cuts in activity due to low prices. 

In the second quarter, ther-
mal oil output averaged 105,019 
bbls/d, down eight per cent and 
28 per cent from the same period 
last year and the first quarter of 
2015, respectively.

Thermal operations were 
temporarily interrupted from 
late May to early June by forest 
fires in northeastern Alberta. 
Employees were safely evac-
uated and only minor facil-
ity damage occurred. Total 
quarterly production volumes 
were reduced as a result of the 
related shutdown at Primrose 

and production curtailment at 
Kirby South.

Canadian Natural also attributed 
the decline between the first and 
second quarters of this year to 
the timing of the steam injection 
and oil production cycles of the 
Primrose cyclic steam operations.

At the Kirby South SAGD pro-
ject, second-quarter production 
was curtailed by the shutdown 
of the Cold Lake sales pipeline 
due to the forest fires.

But despite the impact of the 
forest fires, Kirby South pro-
duction rose to 26,193 bbls/d as 
operations continue to ramp up 
to the targeted 40,000 bbls/d of 
design capacity.

CNRL said the reservoir con-
tinues to perform as expected 

CNRL thermal and heavy oil production down

KEY AUG 2014 AUG 2015 Difference / % 

post data:  facilit ies & pipeline approvals
Cumulative  

JAN 1 – SEP 12, 2015

Facilities  224 Pipelines  55 Total  279

Oil Completions Bitumen Completions

Wells Licensed Wells Spudded Wells Rig Released

Development Well 
Licences

Metres Drilled

Exploratory Well 
Licences

69

78

212

61 2

242 293,634253

181

74

29 366

88 96,874

-73% -65%

-52%-57%
50%

-74%

-64% -67%

251
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last year. Capital expenditures 
incurred in the second quarter 
of 2015 also included the initial 
drilling costs of a Waskahigan 
horizontal well offsetting a suc-
cessful hybrid slickwater well, 
undeveloped land acquisitions, 
and the remaining costs to 
complete construction of RMP’s 
second Ante Creek gas handling 
and battery facility.

In response to lower crude 
prices, RMP is currently operat-
ing only one Montney-focused 
drilling rig at Waskahigan. 
The company will also under-
take back-to-back hybrid slick-
water completions on t wo 
Waskahigan wells (07-15-064-
23W5 and 13-11-064-23W5), with 

expected production tie-in on 
or about October 1. RMP real-
ized about 30 per cent reduced 
average per-well drilling and 
completion costs, ref lecting 
both lower service cost and 
more efficiency.

Three of the wells in the area 
are producing at rates substan-
tially above expected oil rates 
for nearby wells. Notably, 
Waskahigan wells 02-15-064-
23W5 and 12-29-063-23W5 prior 
to t he A l l ia nce m a i n l i ne 
shut-in were producing at rates 
of 280 and 225 bbls/d, respec-
tively, after five months of run-
time. Each well has produced 
in excess of 50,000 barrels of 
light oil.

RMP Energy is budgeting for 
about $90 million capital expen-
ditures in 2015, reflecting three 
fewer wells than previously 
intended as management grap-
ples with current weak com-
modity prices.

Howe ve r,  t he comp a ny 
continues to advance value- 
enhancing initiatives, such 
as the engineering, design 
and implementation of its 
secondary recovery project at 
Ante Creek, with a pilot pro-
ject expected to come online 
in early 2016, pending requisite 
regulatory approval.

This is the second time man-
agement has reduced capital 
spending for the year, having 

previously dropped the budget 
to between $95 million and 
$100 million from an initial 
estimate of $150 million.

Capital spending totalled 
$9.98 million and $56.92 mil-
lion, respectively, for the second 
quarter and the first half of 2015, 
which is 54 and 27 per cent less 
than during the same time 
frames one year prior. In spite of 
favourable spring breakup field 
conditions in the quarter, with 
weak and uncertain commod-
ity prices, RMP muted second- 
quarter drilling operations.

Crews only drilled and com-
pleted one horizontal well at 
Ante Creek, compared to four 
wells drilled in the same quarter 

RMP to spend $90 million in 2015 

KEY AUG 2014 AUG 2015 Difference / % 

post data:  facilit ies & pipeline approvals
Cumulative  

JAN 1 – SEP 12, 2015

Facilities  273 Pipelines  129 Total  402

Oil Completions Gas Completions

Wells Licensed Wells Spudded Wells Rig Released

Development Well 
Licences

Metres Drilled Bitumen Completions

Exploratory Well 
Licences

53

57

197

28
9

208 341,680 61
304

137

73

5
5

49

81 142,099 28

-63%
-82%

-82%
-58%

-44%

-83%

-61% -58% -54%

295

19

RNcentralalberta



CANADA’S GATEWAYCANADA’S GATEWAY  
TO THE   WESTTO THE   WEST  

» Best choice for 
   project cargo 

» Liebherr LHM 320 
   mobile harbour crane 

» Direct route to the 
   oilsands via upgraded 
   rail corridor 

» Minimize handling, 
   time and cost 

» Staging area and 
   storage available 

 

Thunder Bay Port Authority 
E. tbport@tbaytel.net 
T. (807) 345-6400 
F. (807) 345-9058 
www.portofthunderbay.ca 

1.877.575.9555 
www.jimpattisonlease.com

*All makes & models    
 R

em
ar

ke
tin

g 
   

 F
le

et
 R

ep
or

tin
g 

   
 F

le
et

 M
an

ag
em

en
t  

   
Le

as
in

g

Get fleet cost transparency. 
With the right tools and  
service.  

ExpEriEncE counts.

w w w. s c o t t b u i l d e r s . c o m 

ovEr 40 yEars of DEsign | BuilD 
ExpEriEncE working for you. 

new buildings are a major investment. 

we streamline the process by giving 

you a single point of contact. we 

estimate costs sooner providing  

you with greater financial control. 

we use proven building systems 

to reduce your bui ld t ime.



The well has a total lateral 
length of 1,250 metres and was 
completed with 15 eight-ton fracs 
using nitrified water, at an all-in 
cost of $2.1 million. The total well 
cost is 25 per cent lower than the 
original $2.8 million included in 
the company’s initial guidance 
for 2015. Granite anticipates that its 
well costs will continue to decrease 
over the remainder of the year.

The well will be placed on pro-
duction in the coming days at a 
restricted rate in keeping with 
Granite’s focus on managing 
pool declines.

Granite said the high oil deliv-
erability combined with the low 
gas-to-oil ratio of the well is a clear 
demonstration of the effective-
ness and efficiency of the com-
pany’s gas injection EOR scheme. 

The company is currently re- 
injecting 100 per cent of its tied in 
Bakken solution gas into its 
Alberta Bakken property under 
this EOR scheme through six hor-
izontal gas injection wells.

Granite Oil has provided 
results from its latest, 100 
per cent work ing interest, 
horizontal Bakken oil well 
102/01-24-003-17W4/00.

The well was drilled in the 
core of the area under the com-
pany’s gas injection enhanced 
oil recovery (EOR) scheme.

The well produced an aver-
age of approximately 1,200 
bbls/d of 31 degree API oil and 
600 mscf/d of solution gas over 
the course of a four-day pro-
duction test and was flowing at 
approximately 1,150 bbls/d of 31 
degree API oil and 800 mscf/d 
of solution gas at a flowing well-
head pressure of 420 pounds per 
square inch, while restricted 
with a 5/8-inch choke, at the 
conclusion of the test.

More Bakken success for Granite

KEY AUG 2014 AUG 2015 Difference / % 

post data:  facilit ies & pipeline approvals
Cumulative  

JAN 1 – SEP 12, 2015

Facilities  47 Pipelines  63 Total  110

Oil Completions Gas Completions

Wells Licensed Wells Spudded Wells Rig Released

Development Well 
Licences

Metres Drilled

Exploratory Well 
Licences

46

Wells Licensed Wells Spudded Wells Rig Released Metres Drilled

Exploratory Well 
Licences

16

56

5 5

57 102,96871

26

35

18 442

31 51,495

-37%

260%

-38%
-36% -20%

-46% -50%

66

Relentless reports 
Glauconite success  
at Heathdale

Relentless Resources said 
a recently drilled well further 
substantiates the Glauconite 
play concept where the over- 
pressured oil deposit is present 
in a 3,000-acre embayment 
caused by a Paleozoic-aged low.

In the third quarter of 2015, 
Relentless drilled, cased and 
completed the 16-06-027-09W4 
Heathdale vertical step-out 
well and acquired one section 
of Crown mineral rights.

The well tested 46 bbls/d over 
27 hours of testing and is shut in 
for pressure build-up and tie in.

The 16-06 well was drilled, 
cased, completed and tested 
for a gross cost of $420,000 
which is 30 per cent below last 
year’s costs.

R e le nt le s s e x p e c t s t he 
16-06 well will be tied into the 
Heathdale multi-well battery in 
September and that the total on 
stream cost of this well will be 
approximately $550,000.

Based on field estimates, the 
Heathdale, Alta., property is 

-35%
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producing about 180 boe/d (70 
per cent oil) net to Relentless.

Working with Heathdale area 
service providers, Relentless has 
also reduced clean oil trucking 
costs by 30 per cent and third-
party solution gas processing 
fees by 40 per cent.

Although current commod-
ity prices are curtailing capital 
spending and not allowing for 
production growth, Relentless 
has a large, 100 per cent work-
ing interest and operated oil 
reserve at Heathdale which has 
more than 30 horizontal devel-
opment locations, said the com-
pany in a release announcing 
second quarter results.

During the quarter, Relentless 
had five oil wells at Heathdale 
producing through the multi-
well tank treating battery.

The 08-07 horizontal well 
only produced two out of the 
three months during the second 
quarter as the 14-8 and 07-08 
wells were being tested. All 

Heathdale production is now 
on and has stabilized with the 
exception of the 16-06 well.

Current oil and gas prices 
a re causi ng Relent less to 
defer horizontal well capital 
spending and focus on other 
lower-cost projects that cap-
ture future reserves and lower 
operating costs.

In 2015, Relentless drilled, 
completed and tied in two new 
horizontal wells at Heathdale 
and constructed a multi-well 
battery to handle oil and gas pro-
duction from the wells at 05-07, 
09-07, 08-07, 14-08 and 07-08.

Hemisphere boosts 
volumes

Like other juniors, Hemisphere 
Energy saw higher production in 
the second-quarter and first half 

completing an acid job. As part 
of the company’s future capital 
program, some funds were also 
spent in the second quarter con-
verting an abandoned well to a 
disposal well.

Finally, the company closed 
a strategic, tuck-in acquisition 
of the remaining 15 per cent 
working interest in 1.75 sections 
(1,120 acres) of land in Atlee 
Buffalo. Hemisphere now holds 
100 per cent working interest in 
the land, management said.

By year-end, the company 
plans to increase Jenner’s produc-
tion capacity by adding another 
water disposal well to further 
optimize existing wells and pro-
vide room for future growth.

In the rest of 2015, Hemisphere 
has budgeted $1.5 million in cap-
ital spending, of which about 
$850,000 has been spent toward 
implementing the three Atlee 
Buffalo waterflood pilots and 
the additional water disposal 
well in Jenner.

of the year, but due to sharply 
lower oil and gas prices, posted 
revenue that fell in both periods.

In the second quarter, the 
junior’s combined production 
rose 54 per cent to 849 boe/d 
(77 per cent oil and NGL) from 
553 boe/d in last year’s quar-
ter, while year-to-date volumes 
jumped to 922 boe/d from 560 
boe/d in last year’s first half.

Capital spending in the quar-
ter included preliminary costs 
tied to the company’s planned 
waterflood pilot schemes in Atlee 
Buffalo, including installation of 
equipment and the conversion 
of two wells into a water injector 
and a source well. Management 
expects first water injection at its 
first waterflood pilot scheme by 
the end of this year’s third quar-
ter, with three waterfloods in all 
planned by year-end.

In addition, Hemisphere spent 
development capital at Jenner to 
improve a water disposal well 
by adding new perforations and 
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-23%

-19%

Crescent Point Energy has 
reduced its capital budget by 
$100 million to $1.45 billion.

While most producers’ reduced 
budgets are far below their ori-
ginal projections, Crescent Point’s 
revised total equals its original 
2015 budget of $1.45 billion. 

During the second quarter, 
Crescent Point drilled 35 (32.9 
net) oil wells in the Viewfield 
Bakken play.

In the first half of 2015, the 
company successfully converted 
11 producing wells to water 
injection wells, with a total of 30 
planned for the year. Crescent 
Point continues to advance its 
waterflood program and is cur-
rently working on unitizing its 
second of four units in the play.

Crescent Point is encouraged 
by its new closable sliding sleeve 

technology, which was used on 
22 net wells in the quarter and 
is currently being deployed in 
all cemented liner completions 
in the play. Since 2014, Crescent 
Point has cut drilling and com-
pletion costs in the Viewfield 
Bakken by 22 per cent and 
continues to seek service cost 
reductions and to improve over-
all efficiencies.

The company is pleased 
with drilling results to date in 
the Torquay play at Flat Lake, 
having drilled nine oil wells 
during the quarter, including 
two step-out wells.

This year Crescent Point has 
drilled seven (seven net) step-
out wells in the Torquay, extend-
ing the boundary of the play. 
The Midale unconventional 
light oil resource play is a highly 

economic, large oil-in-place pool 
with a low recovery factor to 
date and is in the early stages 
of horizontal well development

Crescent Point significantly 
increased its position in this 
play with its acquisition of 
Legacy Oil + Gas, which closed 
on June 30. In the first half of 
2015, Crescent Point and Legacy 
drilled 15 (15 net) oil wells in the 
Midale play.

Crescent Point has plans to 
drill 22 (21 net) Midale oil wells 
in the second half of 2015. The 
company has more than 400 
internally identified drilling 
locations in the play, of which 
38 net are booked as probable 
locations and 67 net are booked 
as proved locations.

Crescent Point continued 
to expand and optimize its 

waterf lood program in the 
Shaunavon resource play during 
the second quarter, with a total 
of 52 water injection wells oper-
ating in the play. During the 
first half of 2015, the company 
converted 11 producing wells 
to water injection wells, which 
represents about 30 per cent of 
planned conversions for 2015.

Based on results to date, 
Crescent Point estimates it has 
reduced decline rates by more 
than 10 per cent in waterflood- 
affected areas in the play, compared 
to areas not under waterflood.

During the quarter, Crescent 
Point continued its drilling pro-
gram in the Dodsland area of the 
Saskatchewan Viking resource 
play, drilling 48 (47.5 net) oil wells 
and achieving a 100 per cent suc-
cess rate. 

Crescent Point cuts budget

KEY AUG 2014 AUG 2015 Difference / % 

post data:  facilit ies & pipeline approvals Cumulative  
JAN 1 – SEP 12, 2015

Facilities  208 Pipelines  8 Total  216

Oil Completions

Wells Licensed Wells Spudded Wells Rig Released

Development Well 
Licences

Metres Drilled

Exploratory Well 
Licences

219

259

378

20

398 647,945 522,475271

338

175

18200

192  

-19%

-54%

-10%-21%

-52%

253

RNsaskatchewan
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Operators pushing fracking further 
out into technological frontier, while 
pressuring prices downward

BY  
DARRELL STONEHOUSE
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MORE W estern Canadian 
pressure pump-
ers and other 

fracturing service providers 
find themselves caught in a 
squeeze as unconventional 
resource developers look for 
cost savings and improved 
productivity to remain viable 
in today’s low commodity 
price environment. 

Just how bad is it in the 
pressure pumping market?

Canyon Services Group 
chief executive officer Brad 
Fedora said a number of 
pressure pumpers have been 
working at or below cost to 
get work or “to gain strategic 
customers.

“There’s nothing stra-
tegic about losing money,” he 
added during the company’s 
second-quarter presentation 
to shareholders. “It’s utter 
nonsense to think there are 
strategic implications to going 
to work at or below cost.”

Fedora said Canyon is 
battling “irrational” pricing 
by heavyweight competitors, 
both Canadian and American, 
and has made a decision to 
step away from work that 
ultimately pays no dividends.

“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 said. “The 
wear and tear on our equip-
ment is real. If you want to go 
and beat up your equipment 
for cost or five per cent below 
cost, then go to it.”

Like Canyon, Calfrac 
Well Services has also turned 
down work and idled equip-
ment rather than operating 
at unfavourable pricing 
levels, shareholders heard 
this summer. In the second 
quarter, Calfrac parked 44 per 
cent of its pressure pumping 
fleet. Calfrac reported pricing 
had dropped 20 per cent in 
Canada for pressure pumping 
compared to last summer. 

While prices are down, 
and the number of wells being 
stimulated is down, it’s not all 
bad news for service providers. 

During the year’s first 
half, the completion of larger 
fracturing jobs partly offset 
the impact of reduced activity 
and lower pricing. Specifically, 
changing well designs led to 
increased fracturing inten-
sity per well in the form of 
more fractures per wellbore 
and larger fracture designs, 
Canyon reported.

One of the main predictors 
of service intensity in pressure 
pumping is average total 
length in metres per well. The 
industry saw an increase of 
about 15 per cent in the total 
metres per well drilled in the 
six months ended June 30, 
2015, over the comparable 2014 
period, according to Canyon.

And demands for more 
efficient technologies are also 
helping service companies 
with the right tools to make it 
through the downturn. 

Much of the increase in the 
number of fracture stages and 
service intensity is happening 
in liquids-rich gas plays in the 
Deep Basin and Montney. 

Encana’s Montney oper-
ations are a prime example of 
this trend. Encana’s executive 
vice-president and chief oper-
ating officer Mike McAllister 
said at the company’s second- 
quarter conference call that 
the company continues 
tightening fracture spacing 
and increasing pumping 
intensity in the Montney to 
drive productivity. 

“In 2014, we reduced our 
cluster spacing to 80 feet and 
realized a 70 per cent uplift in 
well productivity compared 
to our original slickwater de-
sign,” he explained. “This year, 
the team is focused on dou-
bling proppant concentration 
from 1,000– 2,000 pounds per 
foot. By doubling the tonnage, 
we expect an additional 33 per 

cent increase in overall well 
productivity.”

Seven Generations Energy 
is also cranking up the inten-
sity of its Montney operations 
as service costs decline, Marty 
Proctor, company president and 
chief operating officer, reported 
to shareholders in August.

“Our steady focus 
on learning, innova-
tion and operational 
efficiency continues 
to drive down drilling 
and completion costs. 
Our most recent four 
wells cost about  
$12 million each to 
drill and complete, 
down eight per cent, 
or about $1 million 
per well, from the first 
quarter of this year. We 
are now drilling and 
completing wells with 
2,800- to 3,000-metre 
laterals for the same 
cost that we attributed to a 
well with a 2,200-metre lateral 
in our initial public offering 
prospectus less than a year 
ago. Well construction costs 
are now less than $4,500 per 
metre, down approximately 
25 per cent in the past year,” 
Proctor said. 

In the second quarter, the 
company completed 23 wells 
in the core area it calls the 
“Nest,” stimulating 650 stages, 
averaging 28 stages and 4,200 
metric tonnes (9.2 million 
pounds) per well. Successive 
wells are generally taking less 
time to complete as pumping 
time has dropped from about 
six to seven days at the begin-
ning of the year to about three 
to four days at mid-year. When 
combined with other opti-
mization efforts, these faster 
pumping times have reduced 
completion costs to an average 
of about $6.5 million per well.

Seven Generations con-
tinues to test ways to improve 
well construction techniques 
and well productivity. 

Second-quarter completions 
included two wells with 
proppant density of 2.25 
tonnes/metre (1,500 pounds/
foot) which, based on early test 
data, have shown promising 
results when compared to 
its standard offset wells that 
inject 1.5 tonnes/metre (1,000 

pounds/foot). The company 
also continues to test fracture 
stage spacing and proppant 
loading with the ultimate goal 
of maximizing resource recov-
ery and capital efficiency.

Technology is driving 
productivity in tight oil plays. 

RMP Energy is shifting 
towards slickwater fracturing 
from oil-based 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 slick-
water frac wells. Three are very 
significant. We’ve seen sig-
nificant 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,” John Ferguson, 
president and chief executive 
officer, told the company’s 
annual general meeting.

Slickwater fracturing im-
proves RMP’s economics in the 
Waskahigan/Grizzly play, 

“ There’s nothing 
strategic about losing 
money. It’s utter 
nonsense to think 
there are strategic 
implications to going to 
work at or below cost.”
— Brad Fedora, chief executive 

officer, Canyon Ser vices Group
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increasing rates of return to 54 
per cent from 27 per cent under 
oil-based fracturing, reducing 
payouts to 1.3 years from 2.8 
years, said Ferguson.

Penn West continues to 
test different well designs 
and completion techniques to 
optimize cost and performance 
in the Cardium tight oil play. 
Generally, the southern areas 
of the play are more advanced 
than regions in the north from 
an optimization perspective, 
says the company.

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

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

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

In the Willesden Green pro-
gram, teams delivered average 
completion costs of $175,788 per 
frac stage in the first quarter, 
compared with average costs of 
$177,576 per frac stage in the first 

quarter of 2014. The average 
well length has remained con-
stant in the 3,700-metre range 
over the same time frame.

In the first quarter, the 
Pembina program delivered an 
average of $103,353 per frac stage. 
This compares with average costs 
of $115,544 per frac stage in the 
first quarter of 2014. The average 
well length has increased in 
this area from 3,300 metres to 
approximately 3,750 metres over 
the same time frame.

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

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

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

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

Pressure recorders during 
the frac on the second well 

verified there was no com-
munication between frac 
stages despite the closer sleeve 
spacing. Both wells were drilled 
using monobore and 4.5-inch 
casing, which limits the size of 
bottomhole pump (BHP).

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

Yangarra said the second 
well had a significantly higher 
free flow rate (pre-BHP install) 
than the first well due to the 
additional stages. The 
company will continue to 
monitor the comparative 
declines and expects that the 
reduced costs and lower 
declines associated with the 
sleeve system will result in 
better results across its 
Cardium inventory.
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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
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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

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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The area north of Fort Nelson, 
B.C., is home to massive shale gas 
reserves in the Horn River, Liard 
Basin and Cordova Embayment.

The Horn River alone is estimated to 
contain around 450 tcf of natural gas. 

But development of all that gas is on 
hold as supply growth in the U.S. has driv-
en down gas prices for the last six years, 
making remote northeastern B.C. fields 
uneconomic to develop. But that doesn’t 

mean work isn’t underway to prove up the 
size of the resource and test the technolo-
gies to develop it. 

Brad Hayes, president of Petrel 
Robertson Consulting, said to the 
Canadian Energy Research Institute’s 
annual gas conference late last winter 
that the Horn River shale play is ready to 
go once markets are found for the gas.

“This is an area that’s been actively 
pursued for several years,” Hayes said. 

“It’s held by a relatively small number of 
large operators.

“They are starting to build a network 
out into the basin. There’s been a lot of 
appraisal and development drilling; 
reserves and production rates have been 
relatively de-risked. Infrastructure is 
ready to go, including water plants.”

But, he noted, since the Horn River 
produces dry gas, things are essentially 
in a holding pattern. Until LNG export 

stuck
NEUTRAL

in

Huge northeastern B.C. gas 
resource awaits better markets

BY DAILY OIL BULLETIN STAFF
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facilities are built, the Horn River gas will 
remain stranded.

“This huge resource is just awaiting 
a market to be produced; we hope that 
that’s going to be LNG,” Hayes said.

The Liard Basin is a little further 
behind in exploration and develop-
ment, and like the Horn River the gas is 
stranded awaiting markets. But drilling 
continues in the play, with most operators 
targeting the Besa River Formation. 

 “Our main objective right now is 
just to validate the lands,” Lloyd Doyle, 
chief operating officer for the northern 
operating unit at Paramount Resources, 
says. “We have no plans on putting 
capital towards bringing on production 
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 shale gas formation as part 
of its shale gas holdings in the Liard and 
Horn River basins of northeastern B.C. 
and the Northwest Territories.

Located northwest of Fort Nelson 
within the Liard Basin, which is charac-
terized by a thick section of carbonaceous 
sediments and Cretaceous sediments, the 
Besa River Formation is an off-shelf shale 
sequence and is the equivalent of carbon-
ates found to the east on the platform, 
says Filippo Ferri, director of petroleum 
geoscience at the B.C. Ministry of Natural 
Gas Development.

“The Besa River is quite a condensed 
section in parts, and it does contain the 
equivalent stratigraphy of the Horn River 
Basin,” Ferri notes. “But the eastern side of 
the Liard Basin is bounded by the Bonnet 
fault, which drops the stratigraphy about 
1,000 or more metres, and so the Horn 
River sequence is quite deep at probably 
5,000 or 5,500 metres. It poses some 
engin eering and development challenges.

“The upper part of the Besa River in 
the central and western Liard Basin is 
at approximately 3,500–4,000 metres, 
and that is the zone that producers are 
developing. Economically, it is a bit easier 
to deal with.”

Christopher Adams, oil and gas spe-
cialist at the ministry, says 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 million 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 producing, which 
were both Apache’s before it sold its half 

of the Kitimat LNG project to Australia’s 
Woodside Petroleum, with Chevron 
Canada taking over Liard well operations 
from its new partner.

The partnership began drilling three 
appraisal wells into the play in the second 
quarter of 2015. No results have been released. 

“Nexen has also drilled some wells in 
the area, but they have no production re-
corded yet,” said Adams. “Paramount had 
drilled a well just south of Apache—they 
have produced a well, although it is not 
producing right now. It is not a densely 
drilled area yet.”

According to a Liard Basin overview 
that Adams wrote last year, the Besa 
River Formation is slightly more than 300 
metres thick and, given the silica-rich 
horizon’s thickness, depth and organic 
richness, it has achieved impressive 
initial production rates indicative of high 
resource potential.

In late 2010, 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 well, suggesting resource of 48 tcf of 
marketable natural gas on the company’s 
tenure holdings.

Since 2009, Apache has worked in 
the Liard Basin’s east-central region, 
where as of last year the company held 
about 174,000 hectares at Patry, with 
wells targeting Middle Devonian and 
Early Mississippian shales. One of the 
wells drilled in 2010 in the central Liard 
Basin achieved a 30-day production rate 
of 21.3 mmcf/d on a six-stage fracturing 
operation.

According to Paramount’s Doyle, for 
the most part Paramount’s activity in 
the Besa River Formation of northern 
B.C. has been to deal with expiry issues. 
Beyond that, he said, the company would 
consider further development subject to 
commodity prices. At Patry, which was on 
existing leases, the company had to put in 
continuation applications and needed a 
well there.

Doyle said, “Gas prices right now are 
too low for development, but if you are 
looking for the long-term LNG part of 
things, then that is where we think this is 
going, because it is dry gas not unlike the 
Horn River.”P
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