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Remote Monitoring Drives Key Benefits

By Randy Krall

ALBUQUERQUE, N.M.-=To under-
stand the benefits of remote monitoring,
or any “new” technology for that matter,
a producer must be able to quantify and
measure the impact of that technology on
itsbusiness. However, to develop afull pic-
ture of the business impact, the producer
needsto begintotrack thesemeasurements
beforeimplementing thetechnology. Only
with data taken both before and after the
implementation can aproducer understand
what has changed as a result of the new
technology.

In the case of remote monitoring, re-
ported benefits are grouped into four broad
categories.

e Improved dataintegrity (more accu-
rate data collected more timely);

e Increased production;

e Decreased environmental liability;
and

e Reduced field service costs.

For each of thesekey value propositions,
there are measures that serve asindicators
of theoverall successof thesysteminterms
of improving overal ail field profitability.
Each of the value propositions, and their
associated metrics, should be considered
inturn.

Improved dataintegrity isthe most dif-
ficult benefit to quantify, but is often cited
by those who have implemented aremote
monitoring system as being the most sig-
nificant. There are some measurements
that producers can track, such asthe time-
liness of data reporting. Remote monitor-
ing providesinformation to producers on
aset schedule (typically twice each day),
and each reading isavailable nearly in real
time. By tracking the staff time required
to put raw datain an electronic form, pro-
ducers can review the direct cost in hav-
ing the same information available as they

can with aremote monitoring system.

Itis, however, ahighly subjective process
for each producer to ascribe adollar value
to having al the data available quickly and
electronically. Fortunately, since the direct
cost of remote monitoring istypicaly off-
set by the measurable financia benefits of
one or more of the other three categories, it
isnot necessary to have ahard value. Still,
producersshouldendeavor totakesometime
prior to implementing aremote monitoring
solution to consider what value they associ-
ate with enhanced well statusinformation.

Increased Production

On the surface, increased production
would appear to be the easiest benefit to
track, requiring the producer to merely ex-
amine production prior to implementing
remote monitoring and compare it to pro-
duction afterwards. Unfortunately, this
gross measurement isinadequate in under-
standing the impact of remote monitoring.
Natural declinesin production and “long”
duration downtimes caused by workovers
or other well issues are not impacted by
remote monitoring. The true metric be-
comes increases in production as aresult
of reduced “short” duration downtimes.

A classic examplein gas production is
compressor stoppages, whichoccur onareg-
ular basis for many producers. For compa-
niesthat have pumperswith highwell counts
or who cannot get to each well every day,
thisis particularly important, since awell
could siteidlefor multiple days smply be-
cause no one has been on location to restart
the compressor. How can one measure this
benefit? Since pumpers keep detailed logs
of thetimes and dates they visit each well,
aswell asthe status of the site (including
whether the compressor is functioning), it
ispossibleto smply review thelogsfor two
or three months prior to implementing re-
mote monitoring to determine the number

and approximate length of short outages.

These logs do not indicate, of course,
exactly when the compressor shut off, but
over time (and severa incidents), an aver-
age downtime can be devel oped for these
short incidents. It is appropriate to only
count short incidents as those outages
where additional trips and work required
to get awell back online would not apply.
By tracking this information for a few
months before and after implementing re-
mote monitoring, one can quickly measure
adirect benefit from increased production.
At today’s oil and gas prices, reductions of
evenafew hoursamonthin downtime—par-
ticularly in high-volume wells—can more
than cover the costs of the remote monitor-
ing service.

Reduced environmental liability isan-
other benefit that is hard to measure direct-
ly, becauseit is difficult to know when re-
mote monitoring has prevented one
particular spill that would have otherwise
happened. However, it is possible to meas-
ure thereduced cost of cleanups over time
and across a producing company’s entire
system. The company can look back at all
the spillsthat have occurred in asystemin
the past six monthsto ayear—spillsthat had
to be reported to regulatory authorities, as
well assmaller onesthecompany may have
cleaned on its own (in areas where appli-
cable)-but only those spillsthat might be
prevented by remote monitoring should be
included (such astank battery overflows).
Itisimportant to include not only “hard”
costs such as renting a vacuum truck and
paying disposal fees, but also* softer” costs
such as staff time, the hourly equivalent
cost of equipment the company might al-
ready own, and the value of the spilled ail
or other substance.

Based on these cd culations, the opera-
tor then will have abaseline for tracking
the benefit of remote monitoring. If acom-
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pany had one fewer spill a month, how
would that impact the net cost of remote
monitoring? One company, for example,
reported that the hard cost reduction of one
small spill amonth across its system, not
including staff time, equipment or lost rev-
enue, amounted to $1,500-$2,000 amonth
in savings. This savings alone can be
enough to pay for the cost of implement-
ing remote monitoring technol ogy.

Reduced Servicing Costs

The reduction of field servicing costs
asoisdifficult to measure. To fully capture
the value, one has to ook at the reduced
costs that come from monitoring an entire
production operation, and not merely afew
problem wells. However, if an operator is
prepared to commit to such afull-scaeroll-
out, the savings are generally substantial .
To get agood baseline measure of the val-
ue received from remote monitoring, the
transportation cost for a company’s field
service staff can be tracked in one of two
ways. recording and tracking hard gaso-
linecostsfor vehicles, or preparingandeval-
uating mileage logs.

Asan example, one small company that
hasimplemented remote monitoring across
itsentiresystemreportsthat itsstaff of three
field service personnel in one service re-
gion have each reduced their average driv-
ing mileage from 250 miles prior to using
remote monitoring to 100 miles a day (or

450 fewer miles/day for all three). At the
federal reimbursement rate of $0.485/mile,
this works out to a cost savings of more
than $6,500 amonth.

This savings does not even take into ac-
count the further benefit of reduced driving
time by the pumpers, who become avail-
able for more productive work. Assuming
that a pumper averages 50 miles an hour
whileon theroad, each pumper now spends
threeadditional hoursaday working onval-
ue-adding tasksinstead of driving between
wells. The specific gainswill depend onthe
geographical distribution of wellsand the
cost of field service steff, but the savingsin
this case morethan offset the cost of remote
monitoring.

Having an efficient production organiza-
tion requires measurable metrics against
which management and staff can track per-
formance. Ultimately, the profitability of the
organization isthe critical metric, but inter-
mediate measures are useful mechanisms
for understanding and improving perform-
ance, and these same metrics can aso be
used in evaluating the need for and value of
automation solutions like remote monitor-
ing. Those considering remote monitoring
solutions, however, need to begin collecting
these datatoday so asto be ableto make ac-
curate comparisons about performance be-
fore and during any evaluation period.

By ensuring that they track information
such asthe examples provided for the four

key value propositions of remote monitor-
ing, producers can make informed deci-
sions not only about remote monitoring,
but a so about implementing any new tech-
nology or business process that promises
to improve oil field operations and prof-
itability. d
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