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Although mired in low gas
prices, the Montney unconventional
shale play in northeast British
Columbia is destined to be a major
producer over the next 20 years.

“Some industry sources have
estimated that the Montney will
supply up to 40 percent of Canada’s
gas output by 2035.  It’s one of the
top North American gas discover-
ies,” said Larry ConnorLarry ConnorLarry ConnorLarry ConnorLarry Connor, managing
senior vice president, at the Eighth
Annual Ryder Scott Reserves
Conference.

The kicker is the economics.
The North American gas market
has been battered by spot prices in
the $2/Mcf to $3/Mcf range.

“With today’s low gas prices and
high completion costs, much of the
dry gas in Montney is uneconomic,”
said Connor.  “However, sweet spots
with high liquid yields make the
economics in some areas much
better.”

At the conference, Connor
presented the results of a Montney
study that he and his working
group conducted, which involved
geological, engineering and eco-
nomic analyses of the tight-gas play.

Using public and project data,
Connor found that while horizontal
drilling and multistage fracturing
increased the estimated ultimate
recoveries (EURs) per well, the
economics did not significantly
improve.

As background on the play, he
showed it to have 1,200 Tcf gas in
place, as estimated by the British
Columbia Ministry of Energy and
Mines.  “The Montney represents a
relatively consistent, geographically
extensive gas play with tremendous
long-term potential,” said Connor.

The 2.5-million-acre Montney
has three pay intervals—upper,
middle and lower—with gross
thicknesses of up to 350 m.  Connor
showed a National Energy Board
comparison of the total organic
carbon (TOC) in several Canadian
shale plays.  As a screening crite-

Montney primed for higher gas prices, study shows

rion, TOC content of 1 to 2 is good,
2 to 4 is very good and plus 4 is
excellent.  With a TOC range from 1
to 7, Montney generally has favor-
able concentrations of organic-rich
kerogen.

Another characteristic of
organic matter related to potential
productivity is thermal maturity.
The NEB chart showed Montney Ro
(vitrinite reflectance) values range
from 0.8 to 2.5.

Connor said wet gas ranges
from 1.1 to 1.4 and dry gas is 1.4 to
3.2.  Bubble maps show condensate
distribution throughout the trend to
be heaviest in the east.

“Identifying and mapping
reservoirs and staying within sweet
spots are crucial,” said Connor.

Government estimates of the
original gas in place (OGIP) for

The Ryder Scott economic analysis shows negative cash flow for a typical Montney
project in which two wells are drilled each month for 50 months.  Median EURs of
3,554 MMcf of gas per well were used based on type-curve analysis of more than
1,000 wells.  Gas spot prices of about $2 per Mcf and condensate at $83.12 a barrel
were used.  The breakeven point for cash flow is $4.12 per Mcf of gas.  Drilling-and-
completion costs were assumed to be $7.9 million a well.

Please see Montney on Page 2
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Montney is 50 to 80 Tcf in the pores
and fractures of two main zones—
upper and lower.  OGIP using a 3
percent porosity cutoff is 10 to 300
Bcf per section.

Ryder Scott study
Connor conducted type-curve

analysis from a population of 1,049
Montney wells, more than 80
percent of the total, to develop
ranges and probability distributions
for projection parameters.  He
examined initial flow rate at start of
decline (Qi), decline rate (Di) and
curvature of the decline trend (b
factor).

With a large spread in the data
and minimal or no production
history, Connor used a uniform
distribution to generate a b factor
for the hyperbolic curve fit.  “There

is an inherent bias in assigning b
factors.  That often impacts the
analysis since in early-time data,
there are no unique solutions to
curve-fit techniques,” he said.

The type-curve analysis showed
a distribution of EURs with a
median of 3,554 MMcf of gas per
well.

To look at a probabilistic cash
flow, Connor incorporated a range of
observed values to assign a distribu-
tion with most likely values to the
following economic parameters: gas
spot price of $2.15/MMbtu, conden-
sate price of $83.12/bbl drilling-and-
completion cost of $7.9 million,
operating cost (opex) of $0.92 per
Mcf of gas and fixed cost of $3,500
per well per month.

The study assumed two wells
drilled a month for a total of 100
wells.  Provincial deep and marginal
gas holidays were applied in the

royalty calculations.
“This project is in trouble,” said

Connor while presenting the gross
monthly production curve and
undiscounted and discounted cash
flows.  “There is a significant gap
between most likely spot prices of
$2.15 and the economic (breakeven)
price of $4.27 Mcf.”

Despite a depressed gas market,
Connor said, “I don’t think the train
will stop for Montney or other
promising shale developments
worldwide.  The bottom line is that
gas prices will drive future develop-
ment here in Montney and else-
where.”

Recently, several integrated
majors in Canada said they are
contemplating constructing LNG
export terminals on the west coast,
which may spur future development
in the Montney.




