
May 19, 2006

FRASER MILNER CASGRAIN LLP

By e-mailanddelivery

AlbertaEnergyandUtilities Board
640 - 5thAvenue,S.W.
Calgary,AlbertaT2P 3G4

Attention Ms. K. Fisher

AL. McLarty, Q.C.
(403)268-7022
al.mclarty@fmc-law,com

DearMs. Fisher:

ApplicationsBranch,ResourcesApplicationsGroup

Subject: ProceedingNo. 1457147- ReviewHearing

Pleasefind enclosed12 completepapercopiesof theSubmissionof FairbourneEnergyLtd. for
filing in this proceeding.An electroniccopy in PDF formatis beingsentto youconcurrentlyby
e-mail.

Yours truly,

FRASERMILNER CASGRAIN LLP

A.
ALM/las
Enclosures- 12 copies

cc: DougLarder (bye-mail)
LomeRoliheiser(bye-mail)
Alan Reid (bye-mail)
Don Edie(by e-mail)
W. T. Corbett(bye-mail)

JohnGruber(bye-mail)
David Pyke(bye-mail)
ChristianPopowich(by e-mail)
RobertDonick(by e-mail)
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iN THE MATTER OF THE ENERGY RESOURCES
CONSERVATION ACT, Ch. E-10 OF THE REVISED
STATUTES OF ALBERTA 2000;

AND IN THE MATTER OF PROCEEDING NO. 1457147
RESPECTINGA REVIEW HEARING IN CONNECTIONWITH
THE ISSUANCE OF CERTAIN WELL LICENCES, AND
COMPULSORYPOOLINGAND SPECIALSPACINGORDERS
iN THE CLIVE, EWING LAKE, STETTLERAND WIMBORNE
FIELDS
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PART 1
SUBMISSIONOF FAIRBORNE ENERGYLTD.

INTRODUCTION

Fairborne EnergyLtd. (Fairborne)is thelicenseeof the following wells eitherdrilled or

proposedto be drilled in the Clive Field and that have been raisedin issue in this

proceedingby PrairieMinesandRoyalty Ltd (formerlyLuscarEnergyLtd. or“Luscar”):

02/10-35-39-24W4 (10-35)
02/12-35-39-24W4 (12-35)
00/02-27-39-24W4 (2-27)
00/03-17-39-24W4 (3-17)
00/05-35-39-24W4 (5-35)

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

determinedthat the Board would hold a review hearing,Part 1 of which the Board

indicated “... will considerwhether interim conditions should be imposed for the

measurementandaccountingofcoalbedmethaneproduction...“.

3. In filings madewith the Boardby Luscarin respectof its requestfor review hearings,

Luscarhas:

• Raisedissuesasto the difficulty, if not impossibility, of demonstratingafterthe

fact what percentageof productionfrom the wells constitutedcoalbedmethane

(CBM); and:

• Thatsuchevidenceis relevantshould Luscarultimatelybe successfulin an action

to quitetitle andin its ability to provedamages.

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

conditionanyapprovalby prohibitingcommingledproductionof CBM with conventional

naturalgasfrom any zonesandrequire:

(a) Thatall wells drilled by Fairborneon the Luscarcoal landsbe duly equippedfor

theseparateproductionofCBM from conventionalnaturalgas;
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(b) That all such wells be equippedwith separatemetering facilities for the

measurementof CBM from conventionalnatural gas and that such metering

facilitiesbeusedon an on-goingbasis;and

(c) That Fairbornebe requiredto report to the Board CBM production from each

suchwell separatelyfrom conventionalgasproduction.

FACTh

5. Fairbome’s10-35 and 12-35 wells havebeendrilled and casedexclusively aswells to

produceNaturalGasfrom Coal(NCG) andcurrentlystandsuspended.

6. Fairborne’s2-27,3-17 and5-35wells havebeenlicensedbut havenotyet beendrilled.

7. The3-17well is intendedto be initially completedexclusivelyin thecoalzone. The2-27

and3-35 wellsare intendedto be initially completedonly in theBelly River GasSand,as

the primary zone,but Fairbornemay, in accordancewith the notification provided to

Luscar,at a future time, completethewells in the Edmontoncoal zoneasa secondary

target,but only if andafterproductionfrom theBelly River GasSandis no longerbeing

taken.

8. Fairborne’scurrentpracticewith respectto its NCG wells is to completeand equipeach

well with a continuouswell-headproductionmeasurementmeter. Suchmetering,in the

initial stagesofNCG projectdevelopment,is consideredby Fairborneto be importantto

it for the informationprovidedwith respectto theoperationofthosewells.

III ISSUE

9. Whetherinterim conditions shouldbe imposedfor the measurementand accountingof

NCGproductionfrom thewells identifiedin paragraph1.

IV SUBMISSION

10. Fairbornedoesnot intend and hasindicatedto Luscarit is preparedto commit to not

commingleanysandgasproductionandNCG production,in thewell bore of any of the
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wells raisedin issueby Luscar,until the Board’sdecisionon the ownershipissueraised

by Luscar,in this proceeding,hasbeenrendered.

11. Fairbornehasindicatedto Luscar that it intendsto and is also preparedto commit to

completeand to equip all of the Fairbornewells that havebeenraisedin issue in this

proceedingwith continuousindividual well headproductionmetersandto continuesuch

meteringuntil a decisionoftheBoardis renderedon the ownershipissue.

12. AttachedasAppendixA, is a copyofa letter,datedMay5, 2006’ onbehalfofFairborne,

to counselfor Luscar,confirming thestatusof thesewells andthe commitmentsmadeby

Fairbomeherein.

13. Given that segregationbetween sand gas production and CBM production will be

maintained in the Fairbornewells raised in issue in this proceedingand that CBM

productionwill bemeasuredon anindividual well basis,Fairbornesubmitsthatadequate

measuresare and will be in place to track CBM production.Fairbornesubmitsthat no

furtheror other interim conditionsarerequiredor needbe imposedfor the measurement

and accountingof CBM production from the Fairbornewells raised in issue in this

proceeding.

All ofwhich is respectfullysubmittedthis
19

th dayofMay, 2006

FraserMilner CasgrainLLP.

Per:

1871379_i

Allan L. McLarty,
for FairbourneEnergyLtd.

I Thedescriptionof the2-27 well shouldbe correctedto read00/02-27-39-24W4



Appendix A

FRASER MILNER CASGRAIN LLP
A.L. McLarty, Q.C.
(403) 268-7022
al.mclarty@fmc-law.com

May 5, 2006

ByFaxandMail

CarscallenLockwoodLLP

1500,407 —
2

nd Street,S.W.
Calgary,AlbertaT2P 2Y3

Attention:Mr. DonaldEdie

DearSir:

Subject: AEUB ProceedingNo. 1457147
Our File No. 517594-3

This is to confirm my telephonediscussionwith you, on May 3, 2006 asto Fairbome’sposition
with respectto the first part of the aboveproceeding. The first part “... will considerwhether
interim conditions should be imposedfor themeasurementand accountingof coalbed methane
production”.

In this proceedingthe following Fairbornewells havebeenplacedin issueby Luscar:

02/10-35-39-24W4 (10-35)
02/12-35-39-24W4 (12-35
00/02-27-29-24W4 (2-27)
00/03-17-39-24W4 (3-17)
00/05-35-39-24W4 (5-35)

The 10-35 and 12-35 wells have been drilled and cased as CBM wells and currently stand
suspended.The2-27,3-17and 5-35 wells havebeenlicensedbut havenot yet beendrilled. The
3-17 well is intendedto be completedexclusivelyin thecoal zone. The 2-27 and 3-35 wells are
intendedto be initially completedonly in the Belly River gassand,astheprimaryzone. As set
out in Fairborne’snotification letter to Luscarthe Edmontoncoal zone is a secondaryzone of
interestfor theselatterwells andit is intendedby Fairbomethatthesetwo wells will becompleted
in and producefrom the up hole Edmontoncoalzonewhenproductionis no longerbeing taken
from theBelly River gassand.

We havebeenaskedby Fairbometo draw to Luscar’sattentionan additionalwell, the02/7-35-39-
24 W4 (7-35)which well wasdrilled on Luscarcoalwithout objection. The 7-35 well is partof
the 10-35and 12-35projectpackage.Like thosewells the7-35well hasnotbeencompleted.
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Fairbomedoesnot intend and is preparedto commit to not commingleanysandproductionand
CBM production, in the well bore, in any of thesewells until the Board’s decision on the
ownershipissue raised by Luscar, in this proceeding,has been rendered.Such segregrated
productionwill facilitatetheseparatetrackingofCBM production.

Fairbomeadditionallyintendsto, andis preparedto committo completeall of thesewells, with
continuous individual wellhead production meters, similar to that shown in the attached
photograph,and to continue suchmeteringuntil a decisionof the Board is renderedon the
ownershipissueraisedby this proceeding. Themeasurementsystemis thesameasthat which is
employedby Fairbomeon other low pressurewells that havebeencompletedand that are on
production.

Given that measurementwill be in place on the Fairbomewells in issue in this proceedingto
accuratelytrack CBM production,we seeno needfor anyotherconditionsto be imposedby the
Boardwith respectto the measurementof CBM productionfrom thewells in issue. Should your
client besatisfiedwith Fairborne’spositionand commitmentswith respectto productiontracking
from thesewells, we would like to communicatethat concurrenceto the Board to mitigate the
needfor this issueto be addressedby Fairbome in the contextof Luscar’s submissionin this
proceeding. As Fairbornewill be requiredto file its submissionwith the Boardon May 19, 2006,
timely considerationand responseto this correspondenceby yourclientwould be appreciated.

Yoursvery truly,

FRASERMILNER CASGRAIN LLP

A.L. McLarty
ALM/aw
Enc. - Photograph

cc: FairborneEnergyTrust - Attn: Mr. David Pyke;Mr. David Cymbalisty
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