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PRESS RELEASE 
For Immediate Release: November 22, 2018 

CAODC announces the release of its 2019 Drilling Forecast 

• Projected 2019 wells drilled: 6,962—an increase of 51 from 2018 (6,911*)
• Projected 2019 operating days: 69,617—an increase of 507 from 2018 (69,110*)
• Rig fleet expected to decrease by 58 (580 drilling rigs to 522 drilling rigs)
• Pricing differentials and pipeline delays will continue to curtail capital investment

*forecast + actual

Despite a recovery in the price of oil, and LNG Canada’s positive announcement early in Q4 that it 
would be building its LNG export facility, drilling activity in 2018 remained flat year-over-year. Once 
again the politicization of oil and gas infrastructure in Canada, along with increased taxation and 
regulatory requirements, resulted in significant delays and additional costs for Canadian producers, 
and sustained price differentials for Canadian crude blends. 

“The lack of activity is not hard to understand,” explains CAODC President, Mark Scholz. “The 
Canadian oil and gas industry is simply too dysfunctional to anticipate any kind of quick recovery.” 

As a result, Canadian service companies are exploring any and all options to generate positive cash 
flows. “Our members are on life support,” says Scholz. “With the exception of perhaps Venezuela, 
Canada is the only oil and gas producing jurisdiction in the world that cannot at the very least see a 
recovery on the horizon. We have among the highest standards for responsible development in the 
world, yet our products are sold at bargain basement prices.” 

CAODC sees no improvement in sight for activity levels through Q3 2019, although the completion 
of Enbridge’s Line 3 replacement could produce a modest boost in drilling activity in Q4. Further, the 
Canadian rig fleet is expected to continue to decrease at a steady pace, with newer, high-spec rigs 
and associated senior personnel being deployed to the United States where costs are lower and 
day rates are higher. In 2018, CAODC members delisted 26 drilling rigs with 11 of those (42 per 
cent) relocated to the US.  

Scholz continues to emphasize the important role provincial and federal governments play in these 
difficult times. “Tone at the top matters, and investors are uncertain as to whether Canada wants to 
be in the oil and gas business in any meaningful way.” 

-30-

The Canadian Association of Oilwell Drilling Contractors (CAODC) represents Canada’s drilling and 
service rig industry. 

For more information, contact: 

John Bayko – Vice President, Communications 
Canadian Association of Oilwell Drilling Contractors 
Phone: (403) 264-4311 ext. 120  
Email: jbayko@caodc.ca 
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L
et’s do something a bit different 
this year. Instead of recapping a flat 
year and making projections for an 
uncertain future, let’s paint a picture 
of what the best possible 2019 

could look like. 
The perfect 2019 starts with pipelines. The Trans 

Mountain Expansion project clears its remaining 
two regulatory hurdles early in Q1 and begins 
construction in Q2. In addition, Energy East is put 
back on the table, as a part of the federal gov-
ernment’s new “Canadian energy for Canadians” 
initiative. The cornerstone of this initiative is get-
ting responsible Canadian oil and gas across the 
country, and to new international markets in order 
to create good jobs, promote and export Canadi-
an products and technology, and reduce overall 
global GHGs. In order to entice TransCanada back 
to the table, the feds also scrap Bills C69 and C48, 
streamline the application process, and set out 
hard deadlines for approvals for projects deemed 
in the national interest.

With the TMX underway and Energy East guar-
anteed to be built, investors begin to bring their 
capital back to Canada. More drilling programs 
are announced, financing flows back into the 
Canadian service sector, and CAODC members 
begin to climb out of the pit they have been stuck 
in over the last four years. Money for hiring and 
training begins to appear, longer term contracts 
are signed, and rig hands can count on steady 
work for the first time in a long time. 

In the second half of 2019, Enbridge’s Line 3 
begins shipping product, and the differentials 
for Canadian crude start to correct. Producers, 
and most importantly Canadians, begin getting 
world prices for their resources, and the rev-
enues flowing back to federal, provincial, and 
municipal coffers are allocated for new hospi-
tals, school infrastructure, hiring of teachers and 

nurses, and things like road repairs, parks, and 
museums.

To top things off, LNG Canada continues to 
make excellent progress in Kitimat. Jobs, wells, 
production and takeaway infrastructure sprout up 
in the most environmentally friendly manner pos-
sible, and the people of Northern BC have more 
jobs and higher incomes than they know what to 
do with. They have smiles on their faces every day 
because they know the work they are doing, will 
mean global GHG reductions of as much 40 per 
cent as the LNG they produce displaces coal in 
countries like China.

All of this growth and excitement is comple-
mented by our political leaders and educators 
communicating the facts about our industry. It is 
not a dinosaur fighting off extinction, but actually 
part of the solution in providing energy to meet a 
growing demand to fuel our modern lives. Cana-
dian men and women are the best in the world at 
what they do, and are continually investing time, 
energy, and money into improving processes. 
Tailings ponds are eliminated by SSAGD technol-
ogy, emissions per barrel come down yet again! 
Petrochemicals, natural gas, bitumen… all of it not 
only necessary but even GOOD for our country 
and the rest of the world! Suddenly this industry 
looks as if it could be a good career path for a 
new generation of young people with a strong 
work ethic and an entrepreneurial spirit. Working 
with and creating modern oil and gas technology, 
making money, and building a family and commu-
nity! What could be better!?

I have three young kids who I read fairy tales 
to on a nightly basis, and this certainly reads 
like the making of a fairy tale to me. Let’s hope 
however, for the sake of all Canadians and the 
businesses that support them, that dreams do 
come true, and 2019 gets us a little closer to liv-
ing happily ever after.

A Canadian fairy tale

President, CAODC

By Mark A. Scholz
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I
t’s no secret in our business: people 
are hard to get and have been our 
bottleneck for a while. I believe this 
shortage of manpower is, first and 
foremost, because of a shortage 

of steady work. People have gone to other 
businesses because of the ups and downs of this 
industry, and who can blame them? Secondly, 
however, are the factors that motivate our younger 
prospects today.

While we try to keep the work steady, in this 
climate the one-off jobs that can fill in the breaks 
in our schedules just aren’t economical. The min-
imum hours on a ticket have gone away, so if we 
go out for three hours in a day we lose money, and 
the hands simply don’t make enough to make it 
worth their time. So when the breaks get long, and 
we don’t go back out for a few days at a time, pay 
periods get very light. 

It’s easy to be negative and say “when I worked 
in the field we didn’t take days off,” or “these kids 
would rather play a video game than come out 
and do a real day’s work,” but in the ’80s you were 
paid big money to go out and freeze and pretend 
you were tough. There was a reason people would 
flock out to Alberta and work like hell: because 
when they were done, they could go back to On-
tario with a bunch of cash.

While the money hasn’t changed that much, 
we all know the amount of work and the cost of 
living have. We used to have the lure of stock 
options or other long-term incentives, but those 
have disappeared. So when I start calculating that 
I made pretty much the same income in a year in 
the ’90s as I do now, the drive to work as hard just 
isn’t there. Especially when the cost of a fully load 
diesel truck is 80K not 32K. 

When the trade-off of good money for no life 
becomes not-so-good money for no life, who can 

blame a person for looking elsewhere? Times 
are different now, and I hate to say it, but the 
younger generation is smarter than us. Young 
people want a life, and work is what they do so 
they have money and time for a hobby. Now, is 
that such a bad idea?

We recently did a survey in our company and 
the number one thing people wanted, unanimous-
ly, was a “work–life balance.” The oil patch isn’t 
known for work–life balance, so it is up to us to 
figure out how to get it for these people, and to 
help attract them to our industry.

Those who used to work on the rigs are tired 
of inconsistent work. They’ve been told time and 
time again it will get better and the big money 
will come back, but 2014 is a long time ago, and 
four years is enough time to get used to a steady 
pay cheque, even if it’s a lot smaller; they have 
gone to jobs that may pay less but they know will 
be there in the future.

An industry that attracts people also offers 
them a career path. Unfortunately, ours is flat. We 
haven’t been able to raise wages for field hands 
in four years, and we actually have an inverse pay 
schedule, which means as you move up the ladder 
your pay decreases. Rather than incentivise young 
people with the promise of career advancement 
and increased wages, all we have to offer right 
now is part-time work, or increased responsibility 
for less money. We need to figure out a way to 
break these models and get people excited about 
the opportunities to grow, learn, and provide for 
themselves and their families.

 On the skilled labour front, it’s tough to see 
light at the end of the tunnel. Until we can get 
enough work to offer steady jobs, and figure out 
how to give people a work–life balance along 
with a career path of steady growth, we will con-
tinue to have high turnover. 

Who can blame them?

President & CEO, Performance Production Services
Chair, Service Rig Executive Committee 

By Scott Darling
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I
n the four years since oil 
prices collapsed, drilling 
and service rig operators 
have examined every single 
internal cost in pursuit 

of a sustainable business model 
in a highly competitive business 
environment. The objective is to 
maximize cash flow and profitability 
without compromising service, safety 
or operational performance. 

The challenges are significant.
Major capital investments in new 

generation equipment to meet client 
and market demands were made in 
stronger markets. Today’s operating 
margins have pushed a return on 
invested capital further into a future 
that remains increasingly uncer-
tain. The drilling and well servicing 
industry has invested in excess of $10 
billion this decade alone in new and 
advanced equipment. Profits have 
been elusive or non-existent for the 
fourth consecutive year. There is no 
improvement on the horizon for 2019.

The contraction and cyclicality of 
activity has made attracting, training 
and retaining the skilled personnel 
the job demands more challenging 
than ever. Rig operators have con-
cluded their industry may have some 
of the highest – if not the highest - 
costs for worker recruitment, training 
and retention of any major business 
sector in western Canada. The cost 

to recruit and train new personnel is 
significant while the promise of stable 
employment remains elusive. This 
revolving door of workers has noth-
ing but downside for all stakeholders 
from clients to those who do the job. 

In the face of what now looks like 
fifth consecutive year of a chal-
lenging business environment, the 
demands to do more with less from 
clients and regulators continues. 
Having cut internal operating costs to 
the maximum, rig operators agreed 
it was time to look outside their busi-
ness for ways to make their essential 
industry more sustainable. Earlier this 
year the CAODC struck a Regulatory 
Reduction Taskforce to look at what 
could be done about external cost 
pressures that fail a reasonable cost/
benefit analysis.

There were three main areas iden-
tified: health and safety compliance, 
transportation, and taxation. 

The health and safety expense 
envelope was expanded to include all 
human resource costs plus require-
ments for expenditure on routine 
certification. The recent volatile cycli-
cality of the business has significantly 
increased the cost of even finding 
enough workers to protect and retain. 
Once hired, client demands for more 
training for even short-term entry lev-
el positions continues to grow. Com-
pared to other markets, industry stan-

dards for equipment recertification in 
Canada were the most demanding in 
the world. Meanwhile, the Alberta gov-
ernment has undertaken new labor 
and worker protection regulations that 
will increase payroll costs.

At the same time, rig operators are 
justifiably proud of their contribu-
tion to the protection of workers to 
the point that the upstream oil and 
gas industry is the safest in Alberta 
compared to all other major industry 
sectors using three major metrics; 
lost time accidents, disabling injury 
claim rate and disabling injury 
frequency. At what point does this in-
dustry get the credit it deserves for 
its outstanding safety record? Why 
are there continuing demands to 
improve the best safety record in the 
province, while no other industries 
are under similar pressure? 

On transportation, service rig op-
erators are still treated as “common 
carriers” under highway transporta-
tion regulations even though service 
rigs are off-road equipment. A com-
mon carrier is a trucking company 
that hauls goods for third parties for a 
living. All service rigs haul is them-
selves. This requires drivers to fill out 
driver’s logs on a regular basis. One 
service operator had a rig that had 
never left a client’s field or driven on 
a main road for eight years. The law 
still required this rig to fill out high-

DIGGING DEEPER 
FOR A SUSTAINABLE  
BUSINESS MODEL

President, Yager Management Ltd.

By David Yager
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way driver logs every day.
Another expense is the unpre-

dictable fees municipalities charge 
service rigs to use secondary roads. 
These permits vary considerably 
by municipality, many of which 
have determined service rigs are 
yet another way to extract more tax 
revenue from the oil industry. Most 
service rigs spend less than 5% of 
their operating hours on the road. In 
the current market this is lower yet 
because unless the rig is close to the 
work it doesn’t work.

All service rigs operators want is 
for their equipment to be classified 
as “off road” like agricultural equip-
ment because that is where they earn 
their money. The simple recognition 
that service rigs are a unique class 
of off-road assets, not a trucking 
company, would relieve service rigs 
operators and their clients from a 
large expense without jeopardizing 
public safety.

The last area is taxation. Particu-
larly vexing to service rig operators 
is why they are not permitted to 
used tax-exempt “marked” fuel like 
the agricultural industry, or why 
their customers are exempt from 
paying carbon taxes on fuel for 
their operations while their service 
providers are not. Rig operators 
have been subjected to higher 
corporate tax rates introduced by 
Alberta and Ottawa at the same time 
the business environment has made 
it difficult if not impossible to be 
profitable.

The CAODC concluded there are 
many ways in which the drilling and 
service rig business could become 
more financially sustainable without 
in any way compromising safety or 
performance. Other industries have 
been able to ask for and receive sup-
port from clients and regulators when 
it is clear their situation deserves it. 
The CAODC Regulatory Reduction 
Taskforce has concluded that for rig 
operators, that time is now. 

A
nother delay. Another dip in commodity prices. 
Another court ruling. It’s not hard to feel like 
the drilling industry is starting to look like 
Groundhog’s Day. Indeed, the Canadian Drilling 
industry will be entering into it’s 4th year of this 

downturn with increasingly challenged market fundamentals. The 
story is about much more than just pipelines. While market access 
for oil and natural gas remains a critical challenge for Canadian 
drilling activity in 2019, eroding confidence from capital markets 
in the Canadian energy sector and a lack of competitiveness 
compound an already difficult situation. 

The CAODC is forecasting a minor decrease in the active rig 
count in 2019. Averaging 201 active rigs in 2019, our forecast is 
calling for a 3% decrease in the active rig count this year from 
2018. While the widening differential is creating increasing con-
cern about 2019 drilling activity, the good news is that arbitrages 
of this magnitude are quickly resolved by the markets and as such 
was factored into our forecast. The CAODC is also forecasting 
that there will be 54 rigs de-registered from the active Canadian 
registry in 2019, driven by rigs exiting the market.

Without an increase in drilling activity in 2019 as we are 
forecasting, it becomes increasingly difficult for the industry to 
re-invest in the technology that ensures Canada remains at the 
forefront of drilling performance and efficiency in the global mar-
ket. With market conditions significantly better in the US – which 
is a direct result of better market access and competitiveness – 
many CAODC members are moving their rigs into the US to take 
advantage of this improved market. They aren’t moving their old 
rigs, they are moving their premium rigs, which contributes to the 
eroding technological competitiveness of our industry.

After 4 years of these challenges, the 2019 CAODC Forecast is a 
call to action for a federal government that needs to address the 
seriousness of these challenges and recognize the importance of 
our industry to the country and its economic well being.

The drilling industry has long been the life-blood of a thriving 
energy sector in Canada delivering high-paying quality careers 
and an unparalleled commitment to worker safety and environ-
mental stewardship. Whenever our industry has seen these types 
of challenges in the past we have always overcome them, with 
new technology and a renewed sense of entrepreneurship. This 
time will be no different. It is also a call to action for our industry.

Forecasting Committee Message

Chairman of the Board, Beaver Drilling Ltd.
Chair, Forecasting Committee

By Brian Krausert
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VP Communications, CAODC

By John Bayko

T
he year 2018 was 
another difficult one 
for CAODC members. 
Cumulative operating 
costs in Canada, and 

ongoing pipeline delays kept activity 
levels virtually flat year-over-year. 

As predicted in last year’s State of 
the Industry report, our drilling rig 
fleet decreased by four per cent over 
the year, with 42 per cent of the de-
crease (11 rigs) moving to the United 
States. On the service rig side of the 
ledger, we lost 56 rigs (a decrease of 
six per cent), and expect the number 
of both drilling and service rigs to 
contract further in 2019.

While the loss of equipment is 
significant, perhaps the most critical 
factor impacting activity in 2018 was 
manpower. Despite both drilling and 
service rig contractors seeing win-
dows of opportunity over the past 12 
months, a lack of skilled labour meant 
rigs went un-crewed when demand 

rose, and as such, members were 
unable to capitalize. 

Since 2014, we have seen a unique 
combination of industry headwinds, 
with one seemingly picking up when-
ever another leaves off.  From lack 
of takeaway capacity, to increased 
regulatory costs, to proposed leg-
islation in the form of Bills C69 and 
C-48, to strained public relations, the 
Canadian drilling and well servicing 
industry has struggled to keep the 
lights on.

Increased operating costs have 
come in the form of payroll taxes, 
corporate taxes, carbon taxes, and 
WCB levies, and the costs of a lack of 
pipelines have been anywhere from 
$30 to $50 per barrel. 

On the positive side however, we 
are now seeing the Alberta govern-
ment, and other mainstream media 
sources, promote the heavy losses 
our industry is taking. We are also 
seeing the price for Western Cana-

dian Select included on several news 
tickers alongside the price for West 
Texas Intermediate. Provinces across 
the country are standing up against 
the impacts a carbon tax has on costs 
to businesses, and some governments 
are calling for the re-evaluation of 
industry crippling policy such as that 
proposed in Bills C-69 and C-48.

As both the government and the 
public begin to recognize the many 
inconsistencies in the arguments 
against Canadian oil and gas devel-
opment, the conversation surround-
ing regulations and competitiveness 
should change.We are still at least 
a year away from any meaningful 
pipeline capacity (Enbridge’s Line 
3 is expected to be operational in 
2h 2019), but here’s hoping, in the 
meantime, our political leaders can 
help lay the foundation for a faster 
recovery by making more informed 
policy decisions surrounding  
Canadian oil and gas.

2018Activity

ACTIVITY STATISTICS OPERATING  
DAYS

RIG RELEASE 
WELLS DRILLED

2016 (Actual) 43,184 4,627

2017 (Actual) 69,353 6,031

2018 (Actual, Q4 Forecast) 69,110 6,911

2019 (Forecast) 69,617 6,962

2018 vs 2019
508 51

0.7% 0.7%
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2018 EMPLOYMENT

Activity

YEAR-OVER-YEAR 2019 FORECAST

0.73%
OPERATING 
DAYS

YEAR OVER YEAR

OPERATING 
DAYS

RIG RELEASE 
WELLS

2014 130,875 13,089

2015 64,809 6,199

2016 43,184 4,627

2017 69,353 6,031

2018 (A & F) 69,110 6,911

2019 (F) 69,617 6,962

IMPACT ON  
EMPLOYMENT

ACTIVE 
RIGS

DIRECT
JOBS

INDIRECT
JOBS

TOTAL  
JOBS

Jobs per Rig - 21* 124** 145

2016 (Actual) 112 2,357 13,919 16,276

2017 (Actual) 194 4,074 24,056 28,130

2018 (Actual & Forecast) 207 4,342 25,637 29,979

2019 (Forecast) 201 4,216 24,893 29,109

2018 vs 2019
–6 –126 –744 –870

2.9%

* Source: 21 Direct Jobs (CAODC)       ** 124 Indirect Jobs (PSAC)
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2016-18
Rig Activity

* Wells based on spud to rig release data.   
** Projected.

2017 Total Number of Wells: 6,031*

Quarter Active Rigs Fleet Utilization Operating Days

1st  Quarter 253 645 39% 23,504

2nd Quarter 113 638 18% 10,097

3rd Quarter 190 634 30% 16,566

4th Quarter 220 634 35% 19,187

2017 Average 194 638 30% Total: 69,353

2016 Total Number of Wells: 4,627*

Quarter Active Rigs Fleet Utilization Operating Days

1st  Quarter 153 711 22% 13,381

2nd Quarter 47 671 7% 4,163

3rd Quarter 109 671 16% 10,630

4th Quarter 140 665 21% 15,010

2016 Average 112 680 17% Total: 43,184

2018 Total Number of Wells: 6,911*

Quarter Active Rigs Fleet Utilization Operating Days

1st  Quarter 283 623 45% 22,844

2nd Quarter 120 613 20% 9,603

3rd Quarter 199 606 33% 17,040

4th Quarter** 225 580 39% 19,623

2018 Average 207 606 34% Total: 69,110
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2019
Forecast

2019 TOTAL NUMBER OF WELLS: 6,962*

Quarter Active Rigs Fleet Utilization Operating Days

1st  Quarter 280 552 51% 23,502

2nd Quarter 118 527 22% 10,453

3rd Quarter 185 522 35% 16,525

4th Quarter 220 522 42% 19,138

Average 2019 201 531 38% Total: 69,617

2018 Assumptions: $58.75/bbl WTI (USD) • $2.00/mcf AECO (CDN) • 10.0 days/well    * Wells based on spud to rig release data
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