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ARC Energy Trust OverviewARC Energy Trust Overview

• ARC was formed in 1996 through an acquisition from Mobil.  Our 
initial market value was $200 Million.  Growth through 
acquisitions and development has created a 64,000 boe/d
company, with an enterprise value of greater than $5.0 Billion 
which employs 450 full time staff and up to 500 contractors.  Over 
ARC’s 11 year history we have brought control of almost $2 
Billion of oil and gas assets back to Canada.

• ARC has re-invested over $1.3 Billion of capital and $1Billion of 
operating expenses in oil and gas adding value for both the 
province and our stakeholders.  Our operational and engineering 
expertise has increased the economic life of Alberta’s oil and gas 
resources through cost control and disciplined development.

• During our 11 years we have paid $1.2 Billion royalties of which
$794 Million has been paid in Alberta. 

Royalty ReviewRoyalty Review
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Conventional Canadian Daily 
Production (Boe/d) - 2007 Q1 Daily Production
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ARC Energy Trust – Mature Asset DiscussionARC Energy Trust – Mature Asset Discussion

• ARC has specifically targeted conventional assets in our 
acquisition and development efforts.

• This strategy has lead to ARC having a significant number of 
“mature assets” in our portfolio.  For example we operate the 
Cardium discovery well which was drilled in Drayton Valley over 
50 years ago and the Redwater field which has produced since 
the late 1940’s.

• ARC has ownership in over 17,000 well bores, of which many 
are producing from “legacy” areas (Redwater, Pembina, Swan 
Hills, Medicine Hat etc.)

Royalty ReviewRoyalty Review

◘ Royalty rates need to continue to recognize 
the economic reality of mature assets in 
Alberta.
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ARC Energy Trust - Statement of ObjectivesARC Energy Trust - Statement of Objectives

• It is very important to ensure Alberta’s royalty system 
is designed to maximize long term recovery of 
Alberta’s conventional oil and gas resources.  

• It is also critical that royalty rates be predictable in 
order to plan longer term developments and future 
investments.

• The following presentation will illustrate the life cycle 
of some of our mature fields and the impact of the 
royalties on the economics of these properties. 
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Summary of CAPP/Sepac Royalty StudySummary of CAPP/Sepac Royalty Study

• The CAPP/SEPAC document presented to the Royalty 
Review Panel is an excellent overview of our industry.

• The key concepts are:
• Royalty rates automatically adjust for price.
• Royalty rates automatically adjust for productivity (per 

well).
• Royalty calculations do not consider the increasing 

costs of production in Western Canada.
• The next page illustrates royalty rates for some of our 

mature assets.
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Summary of CAPP/Sepac Royalty StudySummary of CAPP/Sepac Royalty Study
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Source: CAPP/SEPAC Royalty Review presentation “Oil and Gas”, May 2007

Redwater / Pembina
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ARC Energy Trust - Economics of DevelopmentARC Energy Trust - Economics of Development

• The following slide illustrates ARC’s 10 year 
performance of operating expenses, royalties, returns* 
and costs to add reserves to replace production.

• The ten year increases were 138% in operating costs, 
royalties have outpaced increasing by 237% while 
returns have increased by only 5% since 1996 and 
costs to add reserves (finding & development – F&D) 
have increased 364%. 

• ARC’s 2006 cost to add production was $22.41 per boe
which is in line with industry averages.

Royalty ReviewRoyalty Review

* Returns in this presentation are field netback 
prices minus f&d costs for adding reserves. 
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ARC Energy Trust - EconomicsARC Energy Trust - Economics
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ARC Energy Trust - Economic ConclusionsARC Energy Trust - Economic Conclusions

• The oil and gas industry in Alberta has changed dramatically over the 
11 years ARC has been in existence.

• All costs have risen dramatically.
• It is increasingly difficult to find oil and gas.
• Integrated oil companies and “mega caps” are turning to 

international projects and/or the oilsands for growth.
• Energy trusts have filled the void to produce conventional oil and 

gas reserves.
• Royalty payments have kept pace with the increase in oil and gas

prices.
• For our province to maximize long term value of it’s resources the 

royalty structure must recognize the economic reality of the basin and 
encourage companies to extend the economic life of our oil and gas 
reserves. 

Royalty ReviewRoyalty Review
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• The following two slides (page 13 & 14) illustrate the significant 
decline in the Western Canadian Sedimentary Basin per well 
productivity as the basin has matured.  This is the primary cause 
of rising operating and F&D costs.

• Slides 15 and 16 provide two example properties of mature 
assets that ARC currently operates.

• Production graphs for the ARC operated Redwater and Pembina 
Cardium production area clearly illustrate  conventional 
production properties and their historical decline.

• The operating expenses of these properties are over $20/boe.  
These fields are reliant on low royalty rates for economic 
feasibility and higher rates would curtail the economic life and
reinvestment in these conventional “legacy” or mature fields.

ARC Energy Trust – Property ExamplesARC Energy Trust – Property Examples
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Western Canadian Sedimentary Basin
A Mature Basin With Conventional Production In Decline

Cumulative number of wells drilled has 
more than doubled in last 13 yearsAnnual oil drilling activity has 

declined
since 2000 despite significant 

increase
in oil prices
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3,034 oil wells were drilled in Alberta in 2006.
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Western Canadian Sedimentary Basin
A Mature Basin With Conventional Production In Decline

Cumulative number of wells drilled has 
more than doubled in last 13 yearsAnnual oil drilling activity has 

declined
since 2000 despite significant 

increase
in oil prices
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In Alberta 12,670 natural gas wells were drilled in 2006.
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Hydrocarbon production from the Redwater Leduc formation peaked in 1974 at an average of 200 
boe/day/well and has fallen to 10 boe/day/well during the last 5 years; while water production was 
at 30 bbl/d/well in 1968 and has soared to levels over 1,800 bbl/day/well in the last 10 years.
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NPCU1, MIPA, Lindale
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Pembina production has followed a harmonic decline curve.  In the 1970’s production 
averaged 50 boe/day/well and declined at 20%; while today is averaging 6 boe/day/well and 
declining at 2.5%.  Similar to Redwater, Pembina water production is now significant at 
100,000 bbls/day which adds operating costs for treating and disposal.



Page 17

• ARC has positioned itself to be a significant participant 
in CO2 flooding of oil pools in Canada.

• These fields are typically low volume, high operating 
cost properties such as Redwater and Pembina.

• In ARC’s fields alone, enhanced oil recovery using CO2
could potentially recover 50-150 MMbbls.

• If sufficient economic incentive exists, CO2 flooding 
could add to the economic life of some of Alberta’s key 
mature fields and offer the benefit of sequestering 
greenhouse gases. 

• The following page illustrates that CO2 flooding has  
been effective in the Weyburn field in SE 
Saskatchewan.

ARC Energy Trust and CO2 Enhanced Oil RecoveryARC Energy Trust and CO2 Enhanced Oil Recovery
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ARC Energy Trust – Weyburn CO2 EORARC Energy Trust – Weyburn CO2 EOR
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ARC Energy Trust - Weyburn EORARC Energy Trust - Weyburn EOR
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Conclusions: Conventional Mature AssetsConclusions: Conventional Mature Assets

• We add significant value to the provincial economy by 
looking for ways to extract the oil and gas left behind by 
others either through conventional practices or through 
enhanced oil recovery.

• Our royalty system needs to encourage companies to 
maximize the recovery of this important resource.

• Low royalty rates for older, low rate wells encourages 
maximum recovery and the current royalty system is 
effective in considering well productivity and price in the 
royalty calculations.

Royalty ReviewRoyalty Review
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Conclusions: Enhanced Oil Recovery with CO2Conclusions: Enhanced Oil Recovery with CO2

• PennWest has presented a summary of CO2 EOR 
opportunities and associated royalties, ARC concurs with 
PennWest’s key points which are essential to initiating these 
large capital intensive projects:

• Upfront corporate royalty relief on EOR capital spent will 
be important in order to make large initial investments 
into CO2 infrastructure.

• The concept of EOR royalties payable reverting to higher 
percentages after EOR capital payout is applicable to 
these large projects.

Royalty ReviewRoyalty Review
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Thank you for providing us the opportunity to present to the 
Royalty Review Panel.

If you have any questions or for further information about ARC Energy Trust please visit our website
www.arcenergytrust.com

Or contact:
Myron M. Stadnyk

E-mail: mstadnyk@arcresources.com
Telephone:  (403) 503-8798    Fax:  (403) 503-8607

Toll Free 1-888-272-4900
ARC Resources Ltd.

2100, 440 – 2nd Avenue S.W.
Calgary, AB    T2P 5E9

This presentation contains forward-looking statements. These forward-looking statements are based on certain assumptions that involve a number of risks and uncertainties and are not 
guarantees of future performance. Actual results could differ materially as a result of changes to ARC’s plans, the impact of changes in commodity prices, general economic, market and 

business conditions as well as production development and operating performance and other risks associated with oil and gas operations.


