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Reservoir Engineer, Resources Applications

Response to March 11, 2005 Husky Energy Inc. Supplemental Information Submission
Application No. 1378856 — Peace River Oil Sands Area

Koch Exploration Canada Corporation (Koch) has reviewed the supplemental information submission made by
Husky Energy Inc. (Husky) on March 11, 2005 (dated February 11, 2005) regarding the subject Application. Koch
maintains its position that: (a) Husky’s 10-6-86-17 W5 Bluesky “B” gas well (hereinafter referred to simply as 10-6)
penetrated, and is producing gas from, the gas cap of a regional Bluesky oil sand, and, (b) in addition to producing
gas cap gas, 10-6 has also produced, and continues to produce, substantial volumes of solution gas from the oil sand
leases held by Koch that are in direct communication with the 10-6 well.

Koch offers the following summary comments regarding Husky’s submission of supplemental information:

Husky has changed its position several times on the source of the gas produced at 10-6:

- In the first meeting between the two companies, Husky divulged to Koch that its local P&NG strategy was
“chasing gas in the up-dip pinch-out of the Bluesky sand against the Debolt carbonate™.

- Once Koch asserted its position that cumulative gas production at 10-6 had exceeded the volumetric gas in
place for the gas cap and that this “excess” gas was comprised of solution gas evolving from the oil sand in
direct communication with the 10-6, Husky then claimed “excess” gas was being sourced from the Debolt.

- Husky has again changed its position, now claiming that the entire 4.1 BCF produced to date + 1.0 BCF
remaining reserves is being sourced solely from a single well pool with an areal extent of nearly 6 sections
that is completely isolated from the offsetting oil sand.

Husky claims that the 10-6 well alone will drain 70% of the gas in place from a gas pool with an areal extent of

5.8 sections. Not only is this an unrealistic expectation, the areal extent has been underestimated given that the

70% recovery factor is too optimistic.

- The volume of water being produced with the gas suggests that a less aggressive recovery factor may be
more appropriate (i.e. 50%). Everything else being equal, this factor alone would greatly increase the areal
extent of the pool required for the same total gas recovery (from 5.8 sections to over 9 sections), if it is to
be believed that zero solution gas is being produced from the associated oil sand.

Husky claims that gas from 10-6 is not in communication with the offsetting oil sand based on an “area of non-

deposition” and “a feathering edge of the gas sand” from one east-west seismic line through 10-6 and 6-5-86-17

W35, however, Husky was not prepared to provide any seismic data in their submission.

- Husky must not only be able to support such claims using more than one seismic line, it must make this
data available in their submission as the EUB cannot make rulings on confidential information and/or data.

Husky has also made various claims negating the productive potential of the oil sand offsetting the 10-6 well.

- Husky’s claims are primarily based on a single oil viscosity measurement in a Husky well 5 miles SW of
the 10-6 well. This is refuted by the presence of mobile oil that was encountered in a Bluesky completion
attempt in a well within Koch’s oil sand leases offsetting 10-6. Other operators in the area have recently
demonstrated primary production potential using horizontal wells in very favorable oil quality.

- Husky claims that primary productive potential of the Bluesky oil sand offsetting the 10-6 well would
require reservoir properties similar to that encountered at Seal Lake. Koch has demonstrated the productive
potential of the Bluesky elsewhere in reservoir considerably poorer than that encountered at Seal Lake.
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. i tion submission:
The following is a detailed, point-by-point response to Husky’s supplemental informa

1. Husky’s response to Koch’s shut-in request

The subject well is within the 2 mile Region of Influence
2 = Alt{mugh primary production specifically within the Region of Inﬂyence has not been p_roved to datei
Koch is confident that the oil sand within a 2 mile radius of the subject 10-6 gas _well w%ll be proven to
contain both oil quality and reservoir quality amenable to primary production using horizontal wells.
= Favorable oil quality: _
- Husky’s a(.lrgum?e,:nt is primarily based on a single oil viscosity measurement 6 miles west o,f the
10-6 well in addition to references made regarding the oil viscosities encquntered at Shell’s Ifcace
River Thermal Project. Koch has proven elsewhere in the Peace River Oil Sands Area that oil
viscosity can vary dramatically over short distances. The following is one of several examples
from Seal Lake where the oil quality can vary by up to an order of magnitude over only a few
hundred meters:
AA/3-11-84-15 W5 8.5 API 111,000 cp @ 20 Deg. C
AA/3-2-84-15W5 8.7 API 46,500 cp @ 20 Deg. C
6-2-84-15W5 10.0 API 18,510 cp @ 20 Deg. C
- More locally, favorable oil quality was encountered in a recompletion attempt in the Bluesky in a
now abandoned wellbore within Koch’s oil sand leases in the vicinity of 10-6. During an attempt
to complete the well as a Bluesky gas producer, considerable inflow of heavy oil was encountered.
The corresponding oil analysis confirmed the presence of mobile heavy oil. Although Koch is
currently prevented from releasing the data due to a confidentiality agreement, Koch will submit a
request to the owner of the wellbore to release the data, if required.
- In addition, both Baytex (in Twp 84 Rge 17-18 W5) and BlackRock (in Twp 84 Rge 17 W5) are
successfully producing heavy oil using primary production from horizontal wells. Viscosities
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