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The seismic contractors continue to consolidate. Today there are 14 Land seismic
companies in Canada with further rumours of that number dropping. This is a long way
from the days of fifty contractors some twenty plus years ago but it even represents a
consolidation over the past decade from the days of 20 or so contractors.
However this article follows the rebound of the speculative (or “non-exclusive”) seismic
companies, which are seeing a similar resurgence in value and growth as are other sectors
of the oil industry. Spec companies hit their peak 5 to 7 years ago. A number of factors
worked in their favour and at one point they were probably capturing a third of the active
seismic market. However looking back a year or two from present day this number fell
back to about a 20 % market share of active seismic work. But once again today this
trend is shifting back up for newer but more sustainable reasons.
There are different spec companies. Some require programs to be fully subscribed before
they will shoot a program. Others run the gambit in terms of levels of participation before
they will take on a program. Some are smaller privately owned companies, others are
divisions of bigger seismic companies and a few are large publicly traded companies.
Some are frontier shooters – the absolute first into an area shooting long 2-D regional
lines. Others concentrate in the foothills shooting large 3-D’s or in environmentally
restricted areas. Such areas are generally very expensive to shoot and therefore multiple
company participation brings the cost down and allows a number of companies to have a
look.
The concept of spec is simple. A company becomes the client and ultimately owns the
data yet they are not explorers. Instead their purpose for existence is to sell the seismic
data to as many oil companies as possible. As data sells for 25 to 35 % of the overall cost
it is a good deal for oil companies. These are market driven prices though so for example
further government restrictions in an area already shot may drive up the price of the
existing data. On the other hand they may give up some exclusivity in the area and
thereby allow other oil companies into an area. A spec company’s risk is generally
“time”. The data will always sell at some time in the future so the risk is a downturn in
markets or lack of landsales in an area or the government releasing the data into the
public domain. (Note: We continue to argue with some jurisdictions over the release of
non-exclusive data into the public domain.)
Spec was de rigueur 5 to 7 years ago. Oil companies had opened up their data libraries,
which had an unintended effect of recognizing value in seismic beyond their own
proprietary exploration plays. It also encouraged oil companies to adopt a new model,
that of a participation model rather than shooting all seismic themselves. These
companies were active with as much seismic as they could manage.
However there was no real functionality to the valuation of such assets. In the late 1990’s
a number of asset writedowns occurred in some of the public companies and a bit of
pallor was cast over the sub sector of the industry. Negative press has a way of brushing
the entire sub sector and such was the case here. As well the overall general devaluation

of the asset caused the spec companies themselves some inner soul searching in deciding
upon what they were going to actually shot or not. This contracted their portion of the
active market in the years following settling them down somewhere near the 20 % share.
The market has rebounded over the past couple of years and as we have seen financial
companies once again become interested in seismic companies and so too has such
financial interest turned to the spec market. This market, though difficult for outsiders to
get a handle on, likely has some great upside to it in the coming years.
For sake of argument we would suggest the large oil companies shoot about 60 % of the
land based work, small oil companies about 20 % and spec companies the remaining 20
%. We have suggested in the past that the seismic market is relatively static in dollars
spent over the past decade – give or take a couple of billion in the Canadian market
spread across all aspects. However this number has seen some growth with the cost of
doing business these days and the lack of human capital to make supply and demand fully
elastic. Oil companies have had to pay more to secure crews and get their work done.
In any case these are relative facts in the sense one sector may be bigger or smaller than
stated. The fact is the spec area has the greatest ability to grasp the current external
factors and grow their proportion.
There are three factors working in their favour: economics to the oil companies, public
and environmental sensitivities and confidentiality. I have discussed the economics issue
a number of times in this article but suffice it to say that as oil companies look at ways of
cutting costs in a tight supply market, the spec model allows or that in the business of
seismic.
The second factor is also becoming more prevalent in the way we do business today. We
are faced with more and more regulations in which the environment is often the driving
factor in how our business can operate. As well a more informed public gives meaning to
the concept of “social license”. Oil Companies recognize that it may be in their best
interest to have a spec company do the initial seismic work so that they may remain out
of the public eye until such time as they are active in an area.
The final factor of confidentiality ties not only in the statements in the previous paragraph
but also into the concept of confidentiality as defined by the various jurisdictions we
work in. Alberta has very tight legislation around the confidentiality of seismic but some
other jurisdictions have policies to release data into the public domain after the
conclusion of certain confidentiality periods. Spec data has a confidentiality period of 10
years and 15 years in the East and North of Canada respectively. This coincides with a 5year confidentiality period for proprietary data. Spec data or non-exclusive data, as our
only asset, we believe has protection under the Access to Information Act and as weel
under standard copywrite law in Canada. Oil companies trade the land bonus system used
in mature areas for a work commitment system used in frontier areas. As such there is
perhaps some merit in the government looking to release such work commitment data
however we continue to strongly oppose any jurisdictions’ release of our non-exclusive
data. However this issue is likely only to be finally settled when it is taken to court. The
point being for this column is to say confidentiality in any form is equates to some sort of
advantage for the one who holds it on their side.

The market will play out over the next year and we believe the spec companies will see
some very favourable investments and growth in their business as a whole.
From the Thursday Files:
Once you say something out loud, you lose it.
- Suzy Parker

