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PART 1
SUBMISSIONOF DEVON CANADA CORPORATION

INTRODUCTION

Devon CanadaCorporation(Devon) is the licenseeof the wells and hasapprovalfor a

holding,all in theWimborneField; which licencesandapprovalhavebeenraisedin issue

in this proceedingby PrairieMines and Royalty Ltd. (formally Luscar EnergyLtd. or

“Luscar”) andby EnCanaCorporation(EnCana),asfollows:

02/06-08-034-26W4 (6-8)
02/08-08-034-26W4 (8-8)
02/14-08-034-26W4 (14-8)
02/16-08-034-26W4 (16-8)
02/06-17-034-26W4 (6-17)
00/08-17-034-26W4 (8-17)
00/14-17-034-26W4 (14-17)
00/16-17-034-26W4 (16-17)
03/06-09-034-26W4 (6-9)
02/08-09-034-26W4 (8-9)
00/14-09-034-26W4 (14-9)
00/16-09-034-26W4 (16-9)
03/06-15-034-26W4 (6-15)
02/06-35-033-26W4 (6-35)
00/08-15-034-26W4 (8-15)
00/08-35-033-26W4 (8-35)
00/14-15-034-26W4 (14-15)
00/14-35-033-26W4 (14-35)
00/15-35-033-26W4 (15-35)
00/16-35-034-26W4 (16-15)
Section36-33-26W4 and
Sections1,2,3,8, 9, 10, 11, 14, 16, 17 of34-26W4 (holdingarea)

2. This proceedingarisesout of a Board decision,datedMarch 9, 2006, in which it was

determinedthatthe Boardwould hold a reviewhearingwith respectto the abovewells

and holding approval,Part 1 of which hearingthe Board indicated “... will consider

whetherinterim conditions should be imposedfor the measurementand accountingof

coalbedmethaneproduction...“.

3. In filings madewith theBoardin respectof its requestfor reviewhearings,Luscarhas:
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• Raisedissuesasto the difficulty, if not impossibility, of demonstratingafter the

fact what percentageof productionfrom the wells constitutedcoal bed methane

(CBM); and

• Contendedthat suchevidenceis relevantshould Luscarultimatelybe successful

in anactionto quite title andto its ability to provedamages.

4. Luscar has, in furtheranceof the remedies sought by it, requestedthat the Board

conditionanyapprovalby prohibitingcommingledproductionof CBM with conventional

naturalgasfrom anyzonesandrequire:

(a) Thatall wells drilled by Devonon the Luscarcoallandsbeduly equippedfor the

separateproductionof CBM from conventionalnaturalgas;

(b) That all such wells be equipped with separatemetering facilities for the

measurementof CBM from conventionalnatural gas and that suchmetering

facilitiesbeusedon an on-goingbasis;and

(c) ThatDevonbe requiredto report to the Board CBM productionfrom eachwell

separatelyfrom conventionalgasproduction.

FACTS

TheWimborneProject

5. Devonhasestablisheda projectfor therecoveryofNaturalGasfrom Coal (NGC) in the

Wimbomearea(the WimborneProject), that includeswells, a low pressuregathering

system, a central compressor,large diameter pipelines and centralized production

measurementfacilities. A map showingthe wells and facilities currentlyconnectedas

part ofthe WimbomeProjectand wells intendedto beconnectedin 2006, is attachedas

AppendixA.

6. Continuousmeasurementoccursat thegroupcompressorstation (02-16-34-26W4M) of

both salesgas(TCPLmeterandDevoncheckmeter)andfuel gasconsumed(upstreamof
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salesmeter). Summationof the sales and fuel volumesprovides total productionfor

wells upstreamofthecompressor.

7. To date,49 shallow wells havebeentied in to the Wimbomecompressorstation. All

havebeenon productionsincemid Augustof 2005. Thirty-sevennew wells, including

wells on EnCanafreeholdlandswill be tied in and areexpectedto be on productionby

July 1, 2006.

8. All of theshallowwells that arecurrentlyproducingaspart of theWimborneProjectare

producing exclusively from NGC zones. Four of the 37 new wells will produce

exclusivelyfrom the sandformations. Noneof the existingor newwells havesandgas

andNGC.productioncommingledin thewell bore.

9. Noneof theconnectedandcurrentlyproducingNGC wells that arepart of theWimbome

Projectareproducingfrom landson which eitherLuscaror EnCanahold therightsto the

coal.

10. Thewells identifiedin paragraph1 andraisedin issuein thisproceeding:

• Are expectedto becompletedandtied into theWimbomeProjectby mid-2006;

• Are expectedto produceexclusivelysandgasor NGCandwill not havesandgas

andNGC productioncommingledin anywell bore;

• Will be subjectto themeasurementandpro-rationingschemeestablishedfor the

WimbomeProject.

NGCJYtEASUREMENT

11. Measurementof sandgasandNGC productionin theWimbomeProjectis achievedby a

schemein which individual wells are periodically testedto determinethe estimated

productionperhourfor eachwell. Monthly estimatedwell productionis thencompared

to thetotal measuredgroupproductionanda pro-rationfactoris determinedandapplied

to all of the wells. Individual well measurementsareperiodicallyre-verifiedand to the

extentnecessarythepro-rationfactoris modified.
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12. Total WimborneProjectgasproductionis measuredat theTransCanadaSalesMeter and

that measuredproduction is allocated, for accountingpurposes,to individual wells

producingto the WimborneProjectutilizing the pro-rationfactor establishedfor each

well.

13. All wells in theWimbomeProjectsatisfytheconditionsfor GasProration OutsideSouth

EasternAlberta ShallowGasZones/Area,asestablishedby EUB Directive017.

14. Devon’s experienceis that thepro-rationfactorestablishedfor thewells in theWimborne

Projectareaarestableandconsistentwith avery goodbatteryproductionfactorat 0.95 to

1.05.

15. The pro-rationmeasurementschemeemployedby Devonin the WimborneProjecthas

beenacceptedby Devon’sworking interestpartnersand by the Crown and freehold

owners,for royaltypurposes.

EU~MeasurementRequirements

16. EUB measurementrequirementsare establishedon a projectbasisand measurementby

differencein aNGC pro-rationbatterymust,asindicatedin section5.5 ofEUB Directive

017,haveEUB site-specificapproval.

17. Devon’smeasurementschemefor theWimbomeProjecthasbeenapprovedas“Gas Pro-

Ration outside South EastAlberta”, in correspondencefrom the Board, datedMay 4,

2005, acopyofwhich is attachedasAppendixB.

18. EUB Directive 017 setsthemaximumuncertaintyof monthlyvolume for eachwell in a

pro-rationsystemat +/- 15%andthepro-rationfactortargetlimits areestablishedat 0.90

to 1.10 for adrywell pro-rationbattery,whereno well headmeasurementis employed.

19. Requirementsfor measurementin a South EastAlbertapro-rationbatteryaredetailedin

EUB IL 93-10, “RevisedMeasurementand AccountingProceduresfor South Eastern

AlbertaShallowGasWells”.
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20. TheEUB’s requirementfor theWirnbomeProjectis that estimatedwell headvolumesare

to be basedon periodic (oncemonthly for six monthsor until volumeshavestabilized

and then annually thereafter)testing and pro-rationof estimatedvolumesto a group

measurementpoint.

21. Well deliverability testing is performedfor Devon by a third party consultantusing

portabletestunits, with the durationof eachtestbeingbasedon obtaininga stabilized

rateundernormaloperatingconditions.

22. Monitoring of thevariation in well-headtestresults,grouppoint measurementvolumes,

andpro-rationfactorsenablesoperationsto determineif thereareissuesatthefield level.

III ISSi2~

23. Whetherinterim conditionsshould be imposedfor themeasurementand accountingof

NGC productionfrom thewells identifiedin paragraph1.

IV DEVON’S SUBMISSION

24. The wells in the Wimborne Project are currently being reasonablyand adequately

measured.

25. The measurementschemein place for the Wimbome Projecttreatsall interestholders

equitably.

26. The pro-rationschemeemployedby Devonin the WimbomeProjecthasbeenaccepted

by the Crown for royaltypurposesand by industrypartnerswho own working interests.

The schemeis also similar to the methodologyutilized by EnCanafor measurementand

trackingof shallowgasproductionin SouthEastAlberta.

27. It is importantthat a singlemeasurementschemebe in placeto satisfyworking interest,

freeholdowner interestsas well asthe objectivesof coal owners,suchas Luscar and

EnCana.
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28. The pro-rationing schemein place in the Wimborne Project allows for economical

developmentof acapital intensiveNGC resource.

29. No need exists for an Order requiring that production be segregatedor for the

establishmentof separatemeteringfacilities to measureNGC distinct from naturalgas

producedfrom sandzones. This is becauseall productionfrom wells in the Wimbome

Project is segregatedas betweenNGC productionand sandgasproduction and that

segregationwill be maintainedfor the WimbomeProject, including from the wells in

issuein this proceeding,until a decisionin the proceedingis renderedby the Board on

theownershipissue.

30. Devon’s pro-ration measurementschemeis capable of accurately quantifying the

productionfrom eachwell so asto enableDevonto report to the BoardNGC production

from eachwell in the Wimbome Projectand to keep a separatemeasureof sandgas

production.

31. Thepro-rationschemeemployedby Devonis aminimally intrusive methodin regardsto

landownerimpacts,in that suchschemeleavesa smallerfootprint andhasarequirement

for lessfrequentsitevisits.

32. Thepro-rationschemeis also efficient economicallyandin respectofproductionin that

it minimally impactspressureand resultingproductionandit is a relatively inexpensive

methodology.

33. Devon is concernedthat the establishmentof individual well-head measurement

equipment might create a pressureconstraint which could adversely impact the

economicsof andrecoveryofNGC from theWimborneProject.

34. If, notwithstandingthemeasurementschemein placeto trackNGC productionwithin the

WimbomeProject,partiesyet wish to havea greaterlevel of mechanicalmeasurement,

thenin Devon’ssubmission:

• The purposesof that measurementtracking must be shown to be reasonably

necessaryandmaterialto theresult;
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• Themeasurementtrackingproposedmustbeshownto beminimally intrusiveto

landowners;

• Themeasurementtrackingproposedmustbeshownto not havean adverseimpact

on theeconomicsof NGC productionor on theultimaterecoveryofNGC; and

• Shouldbe facilitatedonly at the cost of the partiesseekingthe higher level of

measurementprecision.

35. For all of the foregoing reasons,Devon submits that no incremental or interim

measurementrequirementsbeyondthosecurrentlyemployedin the WimborneProjectare

needed.

All ofwhich is respectfullysubmittedthis 1
9

th dayofMay, 2006

FRASERMILNER CASGRAIN

DEvoN SUBMISSION

Per:

Allan L. McLarty, Counsel
for DevonCanadaCorporation

18750081





APPENDIX B

~ AlbertaEnergyandUtilities Board

Calgary Office 640—5AvenueSW Calgary,Atberta Canada12P394 T& 403 297-8311 Fax 403 297-7336

May 4, 2005

GordPeters,C.E.T,
DevonCanadaCorporation
2000,400—3AvenueSW
CalgaryAB T2P41-12

APPLICATION FOR PETROLEUM REGISTRY TYPE 364 - GAS PRORATION
OUTSIDESE ALBERTA
FACILITY NAME: UNKNOWN
LSD: O2~16-O34-26W4
FACILITY CODE:

Your applicationdatedApril 25,2005,requestingPetroleumRegistryType 364 (gasproration
outsideSE Alberta)statusfor low volumecoal bedwells is herebyapprovedsubjectto the
following conditions:

• New wells muStbe testedaminimumofoncepermonthfor thefirst six months,or until
productionhasstabilized,andannuallythereafter.

• Testingof gaswellsmaybeperformedin amannersimilar to SEshallowgaswells.
• Pleasenotify theEUB OperationsGroupof thefacility nameandcodeoncetheyhavebeen

issuedto enablefiling of thisapproval.

If youhave~que~(iofls,pleasecontacttheundersignedat (403)297-2984.

IanMacdonald,C.E.T.
OperationsGroup
ComplianceandOperationsBranch

IMIcf

pc: EUB RedDeerFieldCentre(w/attach.)




