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Introduction 
 
The Drilling and Completion Services (DCS) Cost Index tracks and forecasts price changes for 
products and services used in drilling and completing new wells in the US.  The DCS Cost Index 
is a tool for oil and gas companies, oilfield equipment and service firms, and financial 
institutions interested in benchmarking and forecasting well costs.   

 
Methodology 
 
Spears and Associates undertakes a quarterly survey of independent well engineering and 
wellsite supervision firms to collect “spot market” drilling and completion services price 
information for a specific set of commonly drilled wells in the US.  The information in the “well 
profile” survey is collected in the form of detailed drilling and completion services cost estimates 
based on current unit prices and usage rates in each location at the end of the quarter.   

The well profiles are equally-weighted in calculating an average price change per quarter 
for the drilling and completion services cost components.   

A “total well cost” price change is calculated for each well profile covered by the survey 
which reflects the weighted average price change for each component of the well’s cost.  
An overall “total well cost” price change is calculated, with each well profile equally 
weighted, to determine the “composite well cost” index shown in this report.   

All cost items are indexed to 100 as of Q1 2008. 

“Spot” prices tracked by the DCS Cost Index are those in effect at the end of each quarter and 
as such may differ from prices averaged across the entire quarter. In addition, “spot” prices 
may differ from actual prices that incorporate cost schedules negotiated under annual or long-
term contracts.   

The DCS Cost Index currently tracks 19 well profiles by location and type as follows: Piceance 
(vertical well, Williams Fork formation); Uintah (vertical well, Mesa Verde formation); Green 
River (vertical well, Mesa Verde formation); Powder River (vertical well, Sussex); Williston 
(vertical (Red River) and horizontal (Bakken) wells); San Juan (vertical wells, Fruitland and 
Dakota formations); Permian basin (vertical well, Sprayberry/Wolfcamp); Ft. Worth basin 
(horizontal well, Barnett Shale); East Texas (vertical well, Cotton Valley formation); North 
Louisiana (horizontal well, Haynesville/Bossier Shale); Pennsylvania (vertical and horizontal 
wells in the Marcellus Shale); Eagle Ford (horizontal well); DJ basin (horizontal (Niobrara) well); 
Utica Shale (horizontal well); Wolfcamp formation (horizontal well); and Bone Springs formation 
(horizontal well). 
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Over the course of this year we will add three additional well profiles: Mid Continent (horizontal 
well, Cleveland-Tonkawa formation); Mid Continent ( horizontal well, Mississippi Lime 
formation); and Mid Continent (horizontal well, Woodford Shale formation). 

 

Disclaimer 
 
Many company-specific factors - such as procurement policy, drilling and completion 
methodology, size of operation, etc. - directly impact unit pricing and usage rates and may 
cause wide variations in individual component costs and overall well costs – as well as the 
quarter to quarter price changes of each - from company to company even within a field or 
region.  As a result, the cost component price changes and composite well cost indices 
presented in this report are therefore approximations of overall industry experience and should 
not be taken to represent the actual transaction cost experience for specific wells.  The report is 
not designed to function as an estimate for well costs in new areas.   

 
 

Principal Author 
 
The principal author of the Drilling and Completion Services Cost Index is John Spears.  He can 
be reached at 918.496.3434 or jrspears@spearsresearch.com. 
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Review and Outlook 

 

Q2 2015 Overall Well Costs 

US well costs continued to fall sharply in Q2 2015.  The DCS Cost Index survey found that well 
costs in the US fell 12.3% in Q2 2015 from the prior quarter, leaving composite well costs 
22.6% lower in Q2 2015 than in the year-ago period.  

 

During Q2 2015 prices fell most sharply for stimulation services, drill bits, production equipment 
and drilling rigs.  See below.     

 

Although regional trends varied, well costs were down across all regions and well profiles 
tracked in the DCS Cost Index survey.  See pg. 20 “Regional Well Cost Trends” for a discussion. 
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The rally in oil prices over the March–June period (from ~$45/bbl to ~$60/bbl), combined with 
the ongoing drop in well costs during this period, has halted the decline in drilling activity that 
began in late 2014.  In recent weeks rig count has risen slightly; although the spot price of 
West Texas Intermediate currently stands at about $50/bbl, it would appear that US drilling 
activity may see further gains over the second half of 2015 as low-cost, better-financed 
operators selectively add to their drilling programs.     

 

Should US rig activity improve modestly over the second half of this year, it is expected that 
well costs will also stabilize during this period.     

 

The following tables present our estimated quarterly indices through the end of 2015 for overall 
well costs as well as individual product/service categories.   
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Drilling Cost Component Index (Q1 2008 = 100)

Category Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Est Est

Site Acquisition 1.61 1.61 1.61 1.61 1.68 1.92 1.92 1.92 1.94 1.95 1.95 1.95 1.95 1.90 1.88 1.86
Site Development 0.99 0.99 0.99 0.99 0.93 0.93 0.92 0.93 0.93 0.93 0.98 0.98 0.95 1.11 1.10 1.09
Drilling Rigs 0.95 0.91 0.91 0.91 0.89 0.89 0.88 0.90 0.90 0.94 0.97 0.91 0.82 0.74 0.72 0.72
Drill Bits 0.82 0.84 0.84 0.84 0.86 0.85 0.85 0.85 0.85 0.85 0.85 0.85 0.74 0.52 0.52 0.51
Drilling Fluids 1.02 1.07 1.07 1.07 1.10 1.06 1.05 1.02 1.02 1.02 1.01 0.98 0.91 0.93 0.93 0.93
Completion Fluids 0.82 0.83 0.83 0.83 0.72 0.71 0.71 0.71 0.71 0.71 0.71 0.71 0.59 0.59 0.59 0.59
OCTG 1.15 1.09 1.10 1.06 1.02 1.02 1.02 1.01 1.04 1.07 1.05 1.07 0.97 0.99 0.97 0.97
Cementing 0.91 0.91 0.91 0.90 0.86 0.86 0.87 0.87 0.88 0.89 0.90 0.89 0.72 0.70 0.70 0.70
Technical Services 1.21 1.20 1.17 1.17 1.21 1.20 1.20 1.19 1.26 1.26 1.30 1.29 1.09 1.07 1.06 1.05
Stimulation 1.14 1.13 1.08 1.08 1.06 1.06 1.06 0.95 0.97 0.98 0.99 0.96 0.84 0.60 0.60 0.60
Production Equipment 1.37 1.38 1.41 1.41 1.42 1.43 1.43 1.38 1.39 1.40 1.40 1.40 1.33 1.12 1.10 1.09
Completion Rig 1.23 1.23 1.12 1.18 1.07 1.07 1.07 1.07 1.07 1.08 1.05 1.05 1.02 1.17 1.15 1.14
Logistics 0.94 0.94 0.94 0.94 0.99 0.99 0.99 1.00 0.99 0.99 0.99 0.99 0.99 1.05 1.04 1.03
Miscellaneous 1.40 1.40 1.40 1.40 1.43 1.43 1.43 1.43 1.43 1.43 1.43 1.43 1.30 1.32 1.30 1.29
   Total 1.13 1.12 1.09 1.09 1.07 1.07 1.07 1.03 1.05 1.06 1.07 1.05 0.94 0.82 0.81 0.81

Drilling Cost Component Sequential Quarterly Change

Category Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Est Est

Site Acquisition 1.0% 0.0% 0.0% 0.0% 4.8% 13.9% 0.0% 0.0% 1.0% 0.8% 0.0% 0.0% 0.0% -2.9% -1.0% -1.0%
Site Development 1.2% 0.6% -0.6% 0.2% -5.9% 0.2% -1.5% 1.2% 0.0% 0.2% 5.7% 0.0% -3.6% 17.2% -1.0% -1.0%
Drilling Rigs -1.7% -4.5% 0.2% 0.1% -2.6% -0.3% -1.3% 2.4% 0.9% 3.5% 3.6% -6.7% -9.7% -9.1% -2.5% 0.0%
Drill Bits -1.4% 2.3% 0.0% 0.0% 1.8% -0.9% 0.0% -0.2% 0.0% 0.0% 0.0% 0.0% -12.2% -29.5% -1.0% -1.0%
Drilling Fluids 5.1% 4.7% 0.0% 0.0% 3.0% -3.4% -0.8% -2.7% -0.5% 0.4% -0.9% -3.6% -7.0% 2.3% 0.0% 0.0%
Completion Fluids 2.5% 1.0% 0.0% 0.0% -13.3% -0.9% 0.0% 0.0% 0.0% 0.0% 0.1% 0.0% -17.2% 0.4% 0.0% 0.0%
OCTG 0.2% -4.5% 0.3% -3.0% -4.1% -0.1% -0.2% -0.8% 3.0% 2.6% -1.2% 1.2% -8.5% 1.9% -2.5% 0.0%
Cementing -1.1% 0.0% 0.0% -1.2% -4.1% 0.0% 1.1% 0.0% 1.3% 1.3% 0.5% -0.7% -19.6% -2.6% 0.0% 0.0%
Technical Services 1.4% -1.3% -2.0% -0.4% 3.2% -0.9% -0.1% -0.7% 5.8% 0.1% 3.1% -0.2% -15.4% -2.4% -1.0% -1.0%
Stimulation -2.9% -0.2% -5.1% 0.0% -1.5% -0.2% -0.1% -9.9% 2.1% 0.4% 1.1% -2.4% -12.9% -28.4% 0.0% 0.0%
Production Equipment 4.5% 0.5% 2.4% 0.2% 0.5% 0.6% 0.0% -3.3% 0.2% 1.4% -0.6% 0.2% -4.9% -16.2% -1.0% -1.0%
Completion Rig 7.2% 0.0% -8.9% 5.2% -9.3% 0.0% 0.0% 0.0% 0.0% 0.3% -2.2% 0.0% -2.7% 13.8% -1.0% -1.0%
Logistics -3.4% 0.0% 0.0% 0.0% 5.7% 0.0% -0.8% 1.7% -1.3% 0.0% 0.6% 0.0% -0.7% 6.6% -1.0% -1.0%
Miscellaneous -0.1% 0.0% 0.0% 0.0% 2.2% 0.0% 0.0% 0.0% 0.4% 0.0% 0.0% 0.0% -9.4% 1.3% -1.0% -1.0%
   Total -0.7% -1.2% -2.0% -0.2% -1.7% -0.1% -0.3% -3.7% 1.7% 1.2% 1.3% -2.1% -10.7% -12.3% -1.1% -0.3%

2014 2015

2012 2013 2014 2015

2012 2013

 

We project that oil markets will tighten gradually over the balance of 2015 in response to a 
downturn in US oil production and an uptick in global oil consumption.  As a result, spot WTI 
prices are projected to rally from around $50/bbl at present to $60/bbl by the end of 2015. 
However, spot gas prices are expected to remain below $3/mmbtu throughout the summer and 
fall due to high inventory levels.   

We now estimate that overall US rig count will average about 1030 active rigs in 2015, down 
45% from 2014.  US well count is projected to fall ~45% in 2015 while footage drilled is 
forecast to drop ~40%.  

US Drilling Outlook : Key Estimates

Category Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Est Est

Spot Oil Price $102.87 $92.81 $92.74 $88.30 $94.45 $94.03 $106.61 $97.40 $98.66 $103.18 $96.97 $73.41 $49.12 $57.71 $55.00 $60.00
Spot Gas Price $2.40 $2.25 $2.84 $3.37 $3.47 $3.91 $3.45 $3.78 $5.26 $4.39 $3.78 $3.60 $2.74 $2.53 $2.90 $3.40
US Rig Count 1,990 1,970 1,906 1,809 1,758 1,762 1,770 1,757 1,779 1,852 1,903 1,912 1,403 907 885 935

2012 201520142013

 

As important as improved oil prices are to a recovery in drilling activity, perhaps even more 
important is the fact that operators have found public and private investors willing to provide 
financing to help clean up their balance sheets and fund their capital spending programs. In 
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fact, US operators have raised approximately $40 billion from debt and equity markets so far 
this year.  

Much of the investor willingness to fund operators is no doubt tied to the fact that the average 
US breakeven price is estimated to have declined from ~$60/bbl in 2014 to ~$45/bbl at present 
as the result of lower oil service pricing, efficiency gains, and high-grading drilling prospects. A 
0% Fed funds rate has also whetted investors’ appetites for risk. Also, some investors may be 
betting on an oil price rebound.   

At the same time, bank borrowing by E&P companies will also remain constrained since these 
are linked to the value of reserves; the lag in timing of bank’s reserve valuation process means 
that collateral values will likely not begin to recover until the fall of 2016. 

We project that oil markets will continue to tighten gradually in 2016.  Spot WTI prices are 
projected to increase from $60/bbl at the end of 2015 to $65 by the end of 2016.  Assuming 
normal weather and seasonal gas storage levels, spot gas prices are expected to average 
$3.25/mmbtu in 2016, an increase of 14% from the 2015 level.   

US drilling activity is projected to bottom-out in the second half of 2015 and recover in 2016 as 
oil and gas prices improve; in all, we project that US rig activity will grow ~12% from the end 
of 2015 to the end of 2016.      
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Well Cost Index Comparison 

In Q2 2015 the Bureau of Labor Statistics (BLS) Drilling Cost Index1 fell 19.7% from the Q1 
2015 level, while in comparison the DCS Composite Well Cost Index fell 12.8% from the Q1 
2015 level over the same period (see the following chart).  As of Q2 2015 the BLS Drilling Cost 
Index was down 20.3% from the year-ago level, while the DCS Composite Well Cost Index was 
down 22.8% compared to Q2 2014.   

Looking at the data over a longer timeframe, since the end of 2012 the BLS data series has 
fallen by 7.3% while the DCS data series has fallen by 24.8%. 

 

                                                            
1 Industry/Product code PCU21311121311101 “Drilling oil, gas, dry, or service wells” 
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Featured Segment: Oil Service Sector Consolidation 

 

Oil service merger and acquisition (M&A) activity has fallen sharply in 2015 as the drop in 
drilling activity has made it challenging for potential buyers to assess enterprise value. Apart 
from the Halliburton/Baker Hughes merger, none of the acquisitions that have taken place this 
year are believed to have the potential for a meaningful impact on equipment/service utilization 
and pricing over the near- to mid-term.   

 

Significant mergers and acquisitions involving major oilfield equipment and service companies 
since the start of 2015 include: 

• In January Schlumberger agreed to acquire a 45.65% equity interest in Eurasia Drilling 
Company for total cost of US$1.7 billion. However, the two companies continue to wait 
for a written final confirmation from the Russian Federal Anti-Monopoly Service and 
Government Commission on monitoring Foreign Investment in relation to proposed 
merger.  As a result, the two parties have extended the long-term stop date for 
completion of the transaction. 

• In March Nabors Industries (NBR) and C&J Energy (CJES) closed their previously-
announced combination of NBR’s completion & production services business with CJES.   

• In April Oceaneering Int’l (OII) closed its previously-announced acquisition of C&C 
Technologies for US$230 million cash. With 550+ personnel, C&C provides ocean-
bottom mapping services, marine surveying services for the offshore construction sector 
and satellite-based positioning services for offshore drilling rigs and seismic & 
construction vessels. 

• In June Trinidad Drilling (Canada) agreed to acquire the equity of CanElson Drilling for 
total consideration of C$505 million.  CanElson has 51 land drilling rigs in its fleet (28 in 
Canada, 21 in US & 2 international).  The combined company will own 163 gross land 
drilling rigs (including 8 rigs in a Trinidad JV).  The transaction is expected to close by 
the end of August 2015. 

 

Significant spin-offs involving major oilfield equipment and service companies since the start of 
2015 include: 

• Halliburton (HAL) plans to divest its fixed cutter & roller cone drill bits, directional drilling 
and LWD & MWD business to meet competition authorities’ approval of its pending 
merge with Baker Hughes (BHI).  Businesses will be separately marketed.  The sale 
process has moved to the second stage of bidding, with final bids to be submitted by 
early- to mid-September, followed by a 90-day period for review by competition 
authorities.   
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Significant joint ventures involving major oilfield equipment and service companies since the 
start of 2015 include: 

• In March FMC Technologies (FTI) and Technip (France) agreed to form a 50/50 JV 
named Forsys Subsea to reduce field development costs, improve life-of-well 
performance and develop technical innovations (e.g., simplified seabed layout, reduced 
interfaces) for subsea oil & gas industry projects.  With headquarters in London and 
offices in Oslo, Houston, Paris, Rio de Janeiro & Singapore, Forsys has a 320-person 
workforce supported by 58,000 employees of FTI and Technip.  The transaction is 
subject to regulatory approvals and other customary closing conditions.  

• In July Subsea 7 and OneSubsea (JV of Cameron International (CAM) & Schlumberger 
(SLB)) formed a strategic alliance to jointly provide subsea development solutions, 
including production systems, processing systems, umbilical, riser & flowline systems 
and life-of-field services.  The alliance integrates Subsea 7’s subsea construction and 
life-of-field services with OneSubsea’s reservoir expertise and subsea production and 
processing technologies. 
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Land Rig Costs 

Rig costs currently account for 19% of total well costs for the well profiles included in the DCS 
Cost Index.  After falling 9.7% in Q1 2015, the DCS Cost Index Land Rig Rate series2 fell 9.1% 
in Q2 2015 from the prior quarter.  Overall drilling rig costs were down 21.3% in Q2 2015 
compared to Q2 2014. 

 

We estimate that the spot dayrate for high-end (AC) land rigs is currently in the $18,000-
$20,000 range; day rates for these rigs are expected to be largely stable through the end of 
this year.  However, with ~700 high end rigs having been laid down since December, the 
dayrate for high-end land rigs is expected to be little changed during 2016. 

 

                                                            
2 Including rig mob/demob, drilling, fuel, and ancillary equipment rental 
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Pipe Costs 

Pipe costs currently represent 12% of the total cost for the well profiles included in the DCS 
Cost Index.  After falling 8.5% in Q1 2015, the DCS Cost Index Pipe Cost series3 rose 1.9% in 
Q2 2015 from the prior quarter, leaving overall pipe costs 7.5% lower in Q2 2015 than in the 
year-ago period. 

 

Although overall pipe prices showed a small increase, regional trends varied.  In particular, 
there appears to be a significant inventory of tubular goods throughout the Rockies with some 
operators in this region liquidating their stocks at substantial discounts. In general, tubular 
pricing is expected to remain soft until inventories adjust to the drop in demand for casing and 
tubing, a process that will likely take until the end of Q3 2015 for pipe inventories to come back 
in balance.   

 
                                                            
3 Including conductor pipe, surface, intermediate, and production casing, liners, and tubing. 
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Stimulation Services 

Expenditures for stimulation services currently account for 28% of the total cost for the well 
profiles included in the DCS Cost Index.  After dropping 12.9% in Q1 2015, the DCS Cost Index 
Stimulation Services Cost series4 fell 28.4% in Q2 2015 from the prior quarter, leaving 
stimulation service costs 38.8% lower in Q2 2015 than in Q2 2014. 

 

Although frac equipment utilization is off sharply and the amount of idle equipment is at record 
levels, it appears that little if any frac equipment so far has been permanently removed from 
the market at this time.   

 

                                                            
4 Includes pump costs, materials costs (proppants, acid, etc.), tool costs, and frac tank rental for acidizing, 
fracturing, and gravel pack operations 
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Cementing Services 

On average, cementing services costs represent 3% of the total cost for the well profiles 
included in the DCS Cost Index.  After declining 19.6% in Q1 2015, the DCS Cost Index 
Cementing Services Cost series5 fell 2.6% in Q2 2015 from the prior quarter.  Overall, 
cementing service costs were 21.3% lower in Q2 2015 than in Q2 2014. 

 

Recent pricing history in this segment shows a pattern of short, sharp price movements 
followed by extended period of stable prices. With cementing service pricing broadly stable this 
past quarter it would appear that this pattern has re-emerged in the current cycle. 

 

                                                            
5 Includes surface, intermediate, and completion cementing 
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Production Equipment 

On average, production equipment expenditures account for 8% of the total cost for the well 
profiles included in the DCS Cost Index.  After falling 4.9% in Q1 2015, the DCS Cost Index 
Production Equipment Cost series6 was down 16.2% in Q2 2015 compared to the prior quarter, 
leaving overall production equipment costs 20.0% lower in Q2 2015 than a year ago at this 
time. 

 

A surplus of new production equipment has rapidly emerged in the wake of an estimated 50% 
decline in the number of new wells drilled in the US this year. In addition, the increased rate of 
abandonment of older wells resulting from the collapse of oil and gas prices over the past year 
has also added to the supply of used equipment.   

 

                                                            
6 Includes wellheads, artificial lift equipment, compression equipment, gas processing equipment, and 
measurement equipment 
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Drill Bits 

Drill bit costs account for 1% of the total cost for the well profiles included in the DCS Cost 
Index.  After falling 12.2% in Q1 2015, the DCS Cost Index Drill Bit Cost series7 was down 
29.5% in Q2 2015 from the prior quarter.  In all, drill bit costs were 38.8% lower in Q2 2015 
compared to Q2 2014. 

 

Bit pricing appears to be impacted by the increasing tendency of major service providers to 
bundle services (such as cementing, casing hardware, frac services, bits and directional 
services) to win/defend market share in the face of reduced activity. 

 

                                                            
7 Includes drill bits and reaming tools. 



Drilling and Completion Services Cost Index: Q2 2015   

 

Technical Services 

Technical services account for 9% of the total cost for the well profiles included in the DCS Cost 
Index.  After dropping 15.4% in Q1 2015, the DCS Cost Index Technical Services Cost series8 
fell just 2.4% in Q2 2015 from the prior quarter.  As a result, technical services costs were 
15.1% lower in Q2 2015 compared to Q2 2014. 

 

We estimate that in Q1 2015 operators deferred the completion of about one-third of the new 
wells drilled as a capex-saving measure.  Thus, in Q1 demand for and the pricing of completion-
driven technical services was impacted by both the slowdown in drilling activity as well as the 
increase in “drilled but uncompleted (DUC)” wells.  We believe that completion deferments 
slowed markedly in Q2, allowing pricing in this sector to stabilize during the period.   

                                                            
8 Includes directional drilling services, cased hole logging, open hole logging, perforating, mud logging, production 
testing, casing crews, and supervision. 
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Drilling and Completion Fluids 

On average, drilling and completion fluid costs represent 6% of the total cost for the well 
profiles included in the DCS Cost Index.  Having dropped 7.0% in Q1 2015, the DCS Cost Index 
Drilling and Completion Fluids Cost series9 rose 2.3% in Q2 2015 from the prior quarter.  
Overall, drilling and completion fluid costs were 8.8% lower in Q2 2015 than in the year-ago 
period. 

 

In the drilling and completion fluids segment vendors’ variable costs are high relative to fixed 
costs, limiting their scope for price reductions in the absence of a decline in material costs 
(which appear to have been broadly stable given the overall health of the US economy). Prices 
for drilling and completion fluids are expected to hold steady going forward. 

                                                            
9 Includes chemicals, water, and transportation 
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Completion Rigs 

The cost of completion rig services accounts for 1% of the total cost for the well profiles 
included in the DCS Cost Index.  After sliding 2.7% in Q1 2015, the DCS Cost Index Completion 
Rig series10 rose 13.8% in Q2 2015 from the prior quarter.  Overall, completion rig costs were 
up 8.3% in Q2 2015 compared to those of Q2 2014. 

 

We project that the number of new well completions will fall ~50% in 2015; however, repair 
and maintenance activity on existing wells is expected to hold steady this year, helping to offset 
the decrease in the new well segment for owners of well service/workover rigs and coiled 
tubing units.   

 

                                                            
10 Completion rig services are used for the purpose of installing downhole production equipment (pumps, tubing, 
valves, etc.).   
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US well service/workover rig utilization dropped to 49% in Mary 2015 before recovering to 
about 50% in June when 1,481 of 2,984 well service/workover rigs were active (the rest were 
idle or stacked). In addition, there are currently about 575 coiled tubing units in the US; many 
of these units are available for completion activity.   
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Site Access 

On average, site access costs represent 12% of the total costs for the well profiles included in 
the DCS Cost Index.  After having fallen 3.4% in Q1 2015, the DCS Cost Index Site Access 
series11 was up 5.5% in Q2 2015 from the prior quarter.  Overall, site access costs were up 
0.8% in Q2 2015 compared to the year-ago level. 

 

The combination of increased environmental regulations, high variable costs (labor, fuel) and 
relatively low margins for vendors would suggest limited price declines in this segment going 
forward. Another factor likely to limit price decreases is the current strength of the construction 
market (much of the heavy equipment used in site preparation, etc. can be diverted into the 
construction sector if needed).  The construction market was weak in 2009; limited alternative 
demand contributed to the price weakness in this sector in the previous cycle.   

 

                                                            
11 Includes site acquisition (surveying/staking, permits/fees, ROW, etc.), site preparation (road/site grading, 
location restoration, etc.), logistics (transportation), and miscellaneous (environmental cost, contract labor, etc.) 
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Regional Well Cost Trends 

 

Williston Basin 

After falling 8.8% in Q1 2015, the cost of a horizontal well in the Williston Basin dropped 
another 9.2% in Q2 2015 compared to the prior quarter.  Overall costs were led lower by 
declines in rig costs (down 26.3%), pipe (down 14.6%), and technical services (down 37.7%) 
during the period.  However, stimulation costs remained unchanged from Q1 2015.  Overall, 
Williston Basin horizontal well costs were 19.5% lower in Q2 2015 than in Q2 2014.   

 

Rig rates in the Williston Basin continue to fall as pressure from smaller drilling contractors is 
forcing the larger ones to drop their rates. One large drilling contractor thinks that by the end of 
Q3 2015 the number of rigs working in the Williston Basin will fall from 77 to 50-65 rigs as long-
term obligations are satisfied. 

Marcellus 

After falling 14.5% in Q1 2015, the overall cost for horizontal wells in the Marcellus Shale fell 
only 1.1% in Q2 2015 compared to the prior quarter.  Most of the decline was due to a drop in 
the price of casing and tubing (down 8.4% during the quarter).  Overall, Marcellus Shale 
horizontal well costs in Q2 2015 were off 15.2% from the year-ago period. 

Utica Shale Horizontal 

The cost of a Utica Shale horizontal well is estimated to currently be $5.13 million, on 
average.  After holding falling 16.4% in Q1 2015, the overall cost for horizontal wells in 
the Utica Shale rose 1.1% in Q2 2015 compared to the prior quarter due to a 21.9% 
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increase in the cost of OCTG.  Overall, Utica Shale horizontal well costs in Q2 2015 have 
declined 15.2% from the year-ago period. 

 

Eagle Ford 

After dropping 14.5% in Q1 2015, the cost of Eagle Ford horizontal wells held steady in Q2 
2015 compared to the prior quarter.  Overall, Eagle Ford horizontal well costs in Q2 2015 were 
8.4% below the year-ago level. 

 

DJ Niobrara 

After falling 3.0% in Q1 2015, the cost of DJ Niobrara horizontal wells fell 9.0% in Q2 2015 
compared to the prior quarter.  Overall well costs were led lower by a fall in the cost of drilling 
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rigs (down 16.1%), pipe (down 13.3%), and stimulation (down 10.6%).  Overall, DJ Niobrara 
horizontal well costs in Q2 2015 were 18.1% lower than the year-ago level. 

 

Permian Basin: Overview 

Although the Permian Basin remains the most-active region in the US, some service companies 
have begun to leave the Permian Basin as a result of the current slowdown while other service 
companies have begun to file for Chapter 11 bankruptcy. In addition, many of the larger service 
companies are starting to push bundled services where they combine several product lines 
under a flat bid price with extra discounts for bundling.  In the past each product line pretty 
much stood on its own and did not necessarily coordinate within its parent company.   

Producers in the Permian Basin are continuing to drill some shale wells, both vertical and 
horizontals, although activity levels are way down.  Producers are doing a much better job of 
“high grading” their prospects.  Prospects and acreage that does not meet their economic 
hurdles are being sold off.  Producers are looking back to see which areas and formations have 
produced the best economics in the past and are focusing on those areas and formations.  
There has been a shift from the Wolfcamp shales to the lower Spraberry shales in some areas 
of the basin, in part because there is some “conventional” reservoir rock in the Lower Spraberry 
as a result these wells are performing better than the horizontal work in the “pure” shale 
reservoirs.  It is expected that more producers will start applying the technology they have 
learned in the horizontal shale plays to drill in more conventional reservoirs. 

Drilling Rigs 

Drilling rigs (1000 HP) to drill vertical wells are readily available and rates have 
decreased to around $10,000 per day, down from $14,000 per day in Q4 2014. 
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Horizontal wells in the Permian Basin typically utilize 1500HP rigs; in Q1 2015 the day 
rate for these rigs was $17,000 but has since fallen to $16,000 per day. 

Permian Basin Vertical 

After falling 10.0% in Q1 2015, the overall cost of Permian Basin vertical wells fell another 8.5% 
in Q2 2015 as rigs (down 19.2%), cementing services (down 14.6%), production equipment 
(down 11.5%), and stimulation (down 11.1%) each declined during the quarter.  In all, 
Permian Basin vertical well costs in Q2 2015 were 22.0% lower than in Q2 2014.  

 

Permian Basin Wolfcamp Horizontal 

After falling 23.1% in Q1 2015, the overall cost of a Wolfcamp formation horizontal well in the 
Permian Basin dropped another 14.8% in Q2 2015 compared to the prior quarter.  Stimulation 
costs were down 42.3% during the period while cementing costs were down 13.8%.  In all, 
Wolfcamp well costs in Q2 2015 were 38.6% lower than last year. 
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Permian Basin Bone Springs Horizontal 

After falling 30.6% in Q1 2015, the overall cost of a Bone Springs horizontal well in the Permian 
Basin dropped 16.4% in Q2 2015 compared to the prior quarter.  Cementing costs were down 
20.7% during the period as were stimulation costs (down 42.3%) and drilling fluids (down 
17.2%).  However, pipe costs held steady.   In all, Bone Springs well costs in Q2 2015 were 
45.9% lower than the year-ago level. 

 

North Texas 

After falling 0.1% in Q1 2015, the overall cost of a Barnett Shale well fell 10.4% in Q2 2015 
compared to the prior quarter.  In all, Barnett Shale well costs in Q2 2015 were 8.1% lower 
than last year at this time. 
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San Juan Basin 

After falling 1.5% during Q1 2015, overall well costs in the San Juan Basin fell 6.0% during Q2 
2015.  Overall well costs were led lower by a sharp decline in the cost of pressure pumping 
services; stimulation costs fell 29.6% during the second quarter while cementing services prices 
were down 24.7% during the period. Most other costs remained unchanged.   In all, San Juan 
well costs in Q2 2015 were 6.2% lower than in Q2 2014. 

 

Mancos Horizontal 

There are currently only two rigs drilling horizontal Mancos wells in the San Juan Basin. 
The total cost of a horizontal Mancos well is currently about $3.86 million (of which 
about $1.85 million is associated with the frac job and $0.36 million is associated with 
the drilling rig), down ~12.1% from Q1 2015.  
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Powder River Basin 

After falling 6.4% in Q1 2015, overall well costs in the Powder River Basin fell 3.2% in Q2 2015 
compared to the prior quarter, led lower by declines in the price of casing and tubing (down 
10.1%) and production equipment (down 7.4%) during the period.  Overall, Powder River Basin 
well costs in Q2 2015 were 7.0% less than in Q2 2014. 

 

Piceance Basin 

After dropping 6.3% in Q1 2015, overall well costs in the Piceance Basin fell 4.5% in Q2 2015 
compared to the prior quarter. The decrease in overall well costs was led by lower costs for 
OCTG (down 19.6%), stimulation services (down 10.1%) and cementing services (down 5.7%) 
during the period.  Overall, Piceance basin well costs in Q2 2015 were 11.1% below those of Q2 
2014. 

 

 



Drilling and Completion Services Cost Index: Q2 2015   

 

Uintah Basin 

After falling 7.0% in Q1 2015, overall well costs in the Uintah Basin fell 4.3% in Q2 2015 
compared to the prior quarter. The weakest areas of pricing during the second quarter were for 
OCTG (down 14.1%) and stimulation services (down 10.2%).  Overall, Uintah Basin well costs 
in Q2 2015 were 12.5% lower than in Q2 2014. 

 

Green River Basin 

After falling 6.5% in Q1 2015, overall well costs in the Green River Basin fell another 4.5% in 
Q2 2015 compared to the prior quarter.  Overall well costs were dropped primarily due to a 
decrease in pipe (down 18.2%) and stimulation services (down 9.9% for the quarter).  In all, 
Green River Basin well costs in Q2 2015 were 11.7% lower than Q2 2014. 
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Mid Continent 

As of Q2 2015 the following average well costs were reported for selected well profiles in the 
Mid-Continent region: 

 Cleveland-Tonkawa horizontal well (vertical depth – 9,200’; horizontal length – 4,500’): 
$4.31 million 

 Mississippi Lime horizontal well (vertical depth – 5,500’; horizontal length – 5,500’): 
$2.46 million 

 Woodford Shale horizontal well (vertical depth – 16,700’; horizontal length – 5,000’): 
$9.51 million 
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Appendix 

 
The following information is provided to indicate oilfield cost trends that are not covered 
elsewhere in this report.   

The information is derived from: (1) preliminary data compiled by the US Bureau of Labor 
Statistics through Q2 2015 for oilfield drilling and production-related equipment, services, and 
materials; and (2) data compiled by Spears and Associates through Q1 2015 for compressor 
rental rates.   

 

Oilfield Cost Component Index (Q1 2008 = 100)

Category 2005 2006 2007 2008 2009 2010 2011 2012 Q1 Q2 Q3 Q4 Avg Q1 Q2 Q3 Q4 Avg Q1 Q2 Q3 Q4 Avg

Field Services
Support Activities for Oil and Gas Operations 0.82 0.96 1.00 1.01 0.89 0.90 0.96 0.99 1.01 1.02 1.02 1.03 1.02 1.02 1.02 1.02 1.03 1.02 1.02 1.00

Producer Capital Items
Oilfield and Gasfield Machinery 0.79 0.87 0.94 1.02 1.02 1.02 1.04 1.07 1.08 1.08 1.08 1.09 1.08 1.10 1.10 1.10 1.10 1.10 1.10 1.11
Pumps, including Oil Well and Oil Field 0.86 0.92 0.96 1.00 1.06 1.08 1.12 1.16 1.17 1.18 1.18 1.18 1.18 1.19 1.20 1.21 1.22 1.20 1.23 1.22
Air and Gas Compressors 0.90 0.93 0.97 1.03 1.08 1.09 1.17 1.21 1.25 1.26 1.25 1.26 1.25 1.27 1.28 1.29 1.29 1.28 1.31 1.31
Valves 0.80 0.88 0.96 1.02 1.04 1.05 1.12 1.17 1.20 1.20 1.21 1.22 1.21 1.25 1.25 1.25 1.26 1.25 1.27 1.28
   Average 0.84 0.90 0.96 1.02 1.05 1.06 1.11 1.15 1.18 1.18 1.18 1.19 1.18 1.20 1.21 1.21 1.22 1.21 1.23 1.23

Contractor Capital Items
Oilfield and Gasfield Drilling Machinery 0.80 0.88 0.96 1.02 1.03 1.04 1.06 1.08 1.09 1.08 1.09 1.09 1.09 1.10 1.10 1.10 1.10 1.10 1.10 1.10
Rotary Oil and Gas Field Drilling Machinery 0.79 0.88 0.97 1.02 1.04 1.04 1.06 1.07 1.08 1.08 1.08 1.08 1.08 1.09 1.09 1.09 1.09 1.09 1.09 1.10
Drilling Rigs and Well Surveying Machinery 0.79 0.83 0.92 1.01 1.05 1.05 1.05 1.07 1.08 1.07 1.07 1.08 1.08 1.08 1.08 1.08 1.08 1.08 1.08 1.08
   Average 0.79 0.87 0.95 1.02 1.04 1.04 1.06 1.07 1.08 1.08 1.08 1.09 1.08 1.09 1.09 1.09 1.09 1.09 1.09 1.09

Operating Costs
Industrial Electrical Power 0.85 0.94 0.99 1.04 1.04 1.06 1.12 1.15 1.09 1.16 1.15 1.10 1.12 1.17 1.22 1.23 1.17 1.20 1.19 1.30
Compressor Rental Rates 0.80 0.85 0.88 1.02 1.00 0.97 0.96 0.96 0.99 1.02 0.97 0.98 0.99 0.97 0.98 0.98 0.99 0.98 0.99 0.99
   Average 0.83 0.89 0.93 1.03 1.02 1.02 1.04 1.06 1.04 1.09 1.06 1.04 1.06 1.07 1.10 1.10 1.08 1.09 1.09 1.14

Materials
Iron and Steel 0.76 0.83 0.90 1.09 0.83 1.01 1.14 1.07 1.02 0.99 1.00 1.04 1.01 1.03 1.04 1.04 1.00 1.03 0.91 0.89
Sand 0.80 0.88 0.95 1.02 1.07 1.08 1.10 1.12 1.14 1.14 1.16 1.16 1.15 1.18 1.19 1.19 1.20 1.19 1.21 1.23
Cement 0.84 0.95 1.00 0.99 0.97 0.92 0.89 0.91 0.94 0.95 0.95 0.95 0.95 0.96 0.99 1.00 1.01 0.99 1.05 1.07
   Average 0.80 0.89 0.95 1.04 0.96 1.00 1.04 1.03 1.03 1.03 1.04 1.05 1.04 1.05 1.07 1.08 1.07 1.07 1.06 1.06

Sources: Bureau of Labor Statistics; Spears

201520142013
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