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DISCUSSIONS ABOUT ENERGY AND OUR FUTURE

A concern about Canadian gas and the oil sands
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The current intermediate-term answer to the coming shortage of fuel oil in both the U.S. and

Largest New Canadian Oil Sands Projects
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Natural gas is an important part of the way these resources are being developed, and until now
that has not been much of an immediate concern. However, just as we have seen growing worries
from Ziff Energy via Dow Jones (and Schlumberger) of a growing problem with Western Canadian
natural gas supply. As with many regions of the continent, current fields are running out and new
ones are getting harder to find. Further the fields that are being found are smaller, so greater
numbers of wells are being needed to produce them, and , as with the US, they are then running
out faster.

Western Canada produces 16.6 billion cubic feet of gas a day, representing the lion's
share of the nation's total output. About 75% of the region's gas is extracted from easy-
to-produce conventional reserves, with the remainder coming from "unconventional"
reserves - gas deposits located in formations such as coal beds - that require more
expensive production techniques.

To maintain current levels of production, 2.5 bcf/d of new production must be found to match
current depletion. This will require both conventional and unconventional sources. Since
unconventional is less productive the report suggests that either 17,000 conventional, or 25,000
unconventional wells will be needed. Contrast this with the 15,645 wells drilled in 2004 and with

time last year.
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As with the US production in Canada is relatively flat, despite the increased drilling activity, which
is turning increasingly toward unconventional sources. There are 3,500 exploratory wells already
planned for 2006, with the hope that this will increase unconventional production from 0.45 to
0.7 bef/day by the end of the year. To put this in context, the oil sands operations are currently
using around 1 bef/day, and are seeking to treble this in the years ahead. Must be time to watch
We Were Warned
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