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In the EUB's Gas/Bitumen Inquiry Report, the Board stated it would cons
aspects of the Board's regulation of gas/bitumen developments:

the design of an application process for "concurrent production”; and

the development of a notification process to advise leaseholders of prospective gas and
bitumen developments. .

A Gas/Bitumen Committee was set up to make recommendations to the Board on these two
processes. The committee had representatives from industry and the Alberta Department of
Energy (ADOE), and was chaired by Board staff. The Terms of Reference for the committee and
a list of the committee members are provided in the attached Appendix.

The Terms of Reference indicate that the committee could be used as a forum to discuss other
details of implementing the conclusions of the Gas/Bitumen Inquiry Report. One of the
conclusions in the report that was discussed by the committee was the requirement for all new
wells in the oil sands areas to be drilled to the base of the oil sands zone. The committee
identified several concerns and issues regarding this requirement, and these concerns/issues have
been addressed in this report. The committee also identified a need for further study of the

carbonate deposit.

This report contains the committee's recommendations! on the application and notification
processes, the requirement to drill to the base of the oil sands zone, and the need for further study
of the carbonate deposit. A summary of the committee's recommendations is provided in

Attachment 1.

Application Process

The committee believes it would be useful to clarify the use of the phrase "concurrent production’
application process. This phrase was borrowed from the conventional oil and gas area where oil
and associated gas are produced at the same time — i.e. concurrently. Ina significant part of the
oil sands areas, associated gas (gas which is in pressure communication with bitumen either
directly or through a connecting water zone) is being produced without any bitumen production
occurring. In these situations the phrase "concurrent production” is not appropriate. Because of
these situations, in the oil sands areas the committee believes the phrase "application for approval

'One of the committee members was in complete disagreement with the report.
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to produce gas" should be used rather than the phrase "application for concurrent production”.

In dealing with the issue of gas production in the oil sands areas, one of the most difficult
questions to be answered is whether the gas is associated with bitumen. This is because of the
complex and variable geology of the oil sands and the uncertainty regarding the areal extent of the
gas and/or water zones — i.e. the extent of the "region of influence” (which is defined in the
Gas/Bitumen Inquiry Report as the extent of the gas pool in the case of gas directly overlying
bitumen or the extent of the water zone in the case of gas overlying water overlying bitumen).
Therefore, the committee recommends that applications for approval to produce gas should
demonstrate either: :

that the gas is not associated with bitumen within the region of influence (the committee
points out that there is a wide variability in the well density needed to demonstrate
whether gas is associated with bitumen); or

if the gas is associated with bitumen within the region of influence, why gas production
should be allowed considering the possible effect on bitumen recovery.

This approach would require that applications for approval to produce gas would have to be made
for all gas wells drilled or completed® in the oil sands areas after 1 July 1998. The committee
believes that this requirement should be limited to wells whose gas production will come from
within the oil sands strata, as defined in the Board's Oil Sands Area Orders. This would mean that
applications would not be required for the production of gas from zones outside the defined oil
sands strata. The committee is not aware of any instances where these gas zones are in natural
pressure communication with the defined oil sands strata.

The information requirements developed by the committee that should be included in an
application is listed in Attachment 2. Consensus could not be reached by the committee on the
need for a projected gas production profile (rate-time forecast). Some committee members
believe that a gas production profile is an important component of the gas development plan while
others question its relevance. Since the applicant would be required to provide a proposed
abandonment pressure, some committee members believe that this is the only control that is
necessary — how long it takes to reach the proposed abandonment pressure is not relevant. One
of the committee members believes that approvals for production of associated gas should specify
a limit on the abandonment pressure.

A critical aspect of the information to be provided in applications is the confidentiality of data.
Because of the potential difficulty in determining whether gas is associated with bitumen and in
assessing the impact of associated gas production on bitumen recovery, it is important to have all

The committee believes it should be clarified that a gas well drilled prior to 1 July 1998
but completed after that date would be subject to the requirement for an application for approval

to produce gas.
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relevant data available for the analysis. However, being able to keep data confidential is very
important for the competitive advantage that individual companies can derive from it.

Some of the industry members on the committee recommend that industry be allowed to submit
confidential data (such as well logs, core analysis, seismic data, well test data, and experimental
scheme data) in applications and interventions that is kept from the public domain. These data
would only be available to the applicant, the Board and to the potentially impacted oil sands
leaseholders, and would be used by the Board in deciding on the applications. This
recommendation is based on the following arguments.

Currently within industry, certain information is kept from the public domain. Exploration
wells are granted a one year period of confidential status. Confidential status is also
granted for extended periods to oil sands wells or schemes to allow for the testing of new
recovery techniques. In the case of gas production no public disclosure of plans to
produce are made prior to the first production from a well. Geoscience information and
its interpretation is not released to the public. This information forms the basis of
company success and has developed into a commodity of its own. Furthermore,
companies use these periods of non public disclosure to their competitive advantage to
finalize their land base and their field development plans.

Confidential information is frequently not the sole ownership of the applicant. This is
particularly true of seismic data in that seismic is frequently jointly shot, and shot over a
large area. Seismic data could be a significant component to the data used in making a
Board decision. Partners will not consent to the compromise of the confidentiality of their
data where they do not stand to gain from the disclosure of the data, or where disclosure
will compromise a larger exploration or development play.

Where confidentiality is a significant issue to the applicant, the confidential information
will not be submitted in support of the application if it is then released to the public
domain. Therefore, all relevant information will not be brought before the Board for
consideration. Regulation should not discourage the submission of such information.

The importance of confidential data to the competitive nature of the business is recognized
in the conventional P&NG lease continuation process. Confidential information is used,
and in fact plays a significant role in that process.



