








for Axe Lake, is the high cost of the cable. “It's a water-saturated
and oil-saturated environment, so Petrostar uses a very expensive
cable that's steel braided and rated for hazardous environments,”
Hopkins says. “It's about $100,000 a reel. That's $27 a foot, and
we're going down 200 metres.” Oilsands Quest is currently trying
to bring down that costs by going to a less-expensive cable.

When Palmgren says production is still just a glimmer in the
eye for Oilsands Quest, here's what he means. The company
started using DHT technology on Oct. 24, 2008. It ran a test
for three weeks that yielded important learnings about how the
heater works, how to lower it into the well, and the type of liquid
it needs.

"At Test Site 3, we are conducting low-energy tests using the
DHT electrical heater. After Christmas, we pulled the DHT out of
the wellbore in order to modify the well completion and improve
the tool itself. We completed that work and started again on Jan.
18, 2009,” Palmgren says.

The current plan calls for continued heating until June 2009, at
which time the cold well will be perforated and the natural move-
ment of bitumen into both the perforated well and the hot well will
be monitored.

Petrostar's Tokarek explains that currently DHT heating re-
quires a cold producer well because the hot well can't be pro-
duced while heating. (The other alternative is to retract the heater
and produce the hot well.) “The bitumen has sands suspended in
it. When you heat it up, the heavy oil gets lighter and the sand
falls out. Of course, that happens instantly so your well packs in
around the heater and blocks the well," he explains.

With the heating phase at Test Site 3 complete, Oilsands Quest
can also start moving water between the wells, although it doesn't
yet have regulatory approval for doing that.

After studying the water flow characteristics between the well
pair, Oilsands Quest should have a good handle on the mobility in
this portion of the reservoir under low pressure and low temper-
ature conditions. That information will then be fed into a simula-
tor and the company can start considering how to best run the
next stage of operations testing.

Everything Oilsands Quest learns at Test Site 3 will then be
transferred to Test Site 1, where the company already drilled six
vertical wells of 18-metre spacing and three 300-metre-horizon-
tal wells of 50-metre spacing. Once underway, Test Site 1 will run
3 to 6 months of vertical well tests followed by another 6 to 12
months of horizontal wells tests.

Then everything QOilsands Quest has gleaned should add up to
a viable bitumen extraction process at Axe Lake. "It is extremely
important for us to have a technology in place that makes both
technical and economic sense,” Palmgren says emphatically.

Asked by when, he answers it is difficult to dictate a timeline for
this kind of work, but the company is committed to the process.

But, hopefully any new questions will find quick answers, be-
cause Oilsands Quest doesn’t have the luxury of production cash
flow to fund its research. The collapse in the equity markets has
more or less closed the door for raising additional capital, and
the banks aren’t exactly open for business to small producers.
Perhaps even less to small non-producers.

At the same time, the company has scaled back its field activ-
ity in Saskatchewan to preserve capital. At the peak, its camp had
around 400 people working. Currently, it has about 100 to 120
people, which has an inevitable effect on the pace of research.
Beneath this ticking clock, Palmgren says, “We have many mov-
ing parts, but these parts are part of our overall plan as we try to
determine the optimal methodology to exploit our assets.” 058
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