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Alberta is a unique microcosm of unconventional and
conventional resources with long and short lead times
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The theory of unconventional as a swing supplier
lies in its short-lead time and high decline rate

Annual Share of Total Project Production
—Alberta Tight Oil —Alberta Oil Sands

50%

40%

30%

20%
\j
0% I I I I I I I I I I I I I I I I I*F I I I I I I I I N_\

1 3 5 7 9 11 13 15 17 19 21 23 25 27 29
Year

Percent of Production

Source: Alberta Department of Energy

A(bwbﬂu Energy |



But production in the United States hasn’t declined
from price peak levels after 18 months and counting...

Percent Change Since Peak Price (June 2014)
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Productivity improvements and highgrading have
helped delink rig count and production

Initial Productivity per Alberta Oil Well by On-Production Year
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But it is the individual strategies and behaviours with so
many diverse companies in the tight oil playing field that
prevent a dominant producer strategy response

The top 20 crude oil operators
account for only 50 per cent
of crude oil production:
another 400 operators
account for the remaining 50
per cent!
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A variety of free-market mechanisms can result in
seemingly uneconomic production proceeding

Cost Reductions



http://www.google.ca/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwi6tcSUi9_KAhUI6mMKHS3ADO4QjRwIBw&url=http://marketsmuse.com/currency-hedged-etfs-demand-global-macro-focused-traders/&bvm=bv.113034660,bs.1,d.amc&psig=AFQjCNGs3vNVNGezIdlUjv40CNV4AUiGwg&ust=1454708878271938
http://www.google.ca/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwiKjpOBjd_KAhUP7WMKHZxUCN4QjRwIBw&url=http://blog.readytomanage.com/cost-reduction-strategies/&bvm=bv.113034660,bs.1,d.amc&psig=AFQjCNESyzsmR_UKtXxoRjSMkZx5F9YJyg&ust=1454709394779999
http://www.google.ca/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwii-ZLUjd_KAhVH2mMKHV8KDEsQjRwIBw&url=http://www.adn.com/article/20131028/comprehensive-cleanup-planned-oldest-oil-and-gas-wells-drilled-arctic&bvm=bv.113034660,bs.1,d.amc&psig=AFQjCNGQBMK5-tsr_c_QfQVdeUSZdGPefQ&ust=1454709572577567

Thank you!
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