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(b)

shale deposit in this area. GLJ describes it as more akin to what one would expect
to see from a high energy depositional environment like how sand is moved by
waves at a beach. By contrast, the Utica formation has a "quiet, low energy

depositional environment”, which makes Deloitte's contouring, with rapid changes

over the course of the River Permit Area, highly unlikely. ||| G

-. Deloitte's improbable contouring resulted in a significant reduction in its
gross rock volume estimates and decreasing the projected well count.®*! While a
reduced well count lowers overall project costs, it also significantly reduces the

estimate of total original gas-in-place ("OGIP").8!2

Pressure Tests: Deloitte excluded, without explanation, pressure test results from
wells in the immediate vicinity of the River Permit. This resulted in a low psi, which
also impacted the total gas in place.®!® Deloitte explained its choice of data by
stating that it used pressure tests "found in the data provided by the Government of

Canada on wells", all of which were located in Corridor Two of the Quebec Utica

shale fairway. [

811

812

813

814

GLJ Reply Report, paras. 13-22, see also Table 1, pgs. 5-7 (CER-004).

GLJ Reply Report, para. 22, see also Table 1 at pgs. 5-7 (CER-004).

GLJ Reply Report, paras. 23-30, see also Table 1 at pgs. 5-7 (CER-004).

Deloitte Resource Report, para. 51 (RER-001A).
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(d)

(€)

_815

Rock Density and OGIP: Deloitte used an incorrect rock density to calculate
adsorbed gas in place, resulting in a 42% differential between its estimates and
GLJ's (all other variables being held equal).®® Deloitte used the density of mature
organic carbon, whereas the more appropriate method, which that was used by GLJ,
is to calculate an average reservoir total organic carbon. As GLJ explains, "[r]ock
denisty used in [the] equation [...] should be representative of the average total rock
density, rather than the organic components alone."®” The difference in rock
density resulted in, all else being held equal, a 42% difference in Deloitte’s

calculations of adsorbed OGIP (original gas-in-place).

Operating Costs: Deloitte used operating costs from the Dry Montney shale, a play
that is more remote and at a much lower depth, and which accordingly, is not a
good comparator for the River Permit Area.®® This resulted in significantly higher

operating expenses, with a corresponding impact on the cash flow models.®°

Risk of Discovery: Deloitte overstated the risk of discovery on the grounds that the

reservoir rock requires hydraulic fracture stimulation. In fact, hydraulic fracturing

815

816

817

818

819

GLJ Reply Report, para. 26 (CER-004).

GLJ Reply Report, para. 38, see also Table 1 at pgs. 5-7 (CER-004).

GLJ Reply Report, para. 37, see also Table 1 at pgs. 5-7 (CER-004).

GLJ Reply Report, paras. 53-64, see also Table 1 at pgs. 5-7 (CER-004).

GLJ Reply Report, paras. 53-64, see also Table 1 at pgs. 5-7 (CER-004).
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