MAGELLAN RESOURCESLTD.

920, 736 — 8™ AVENUE S.W. CALGARY, ALBERTA T2P 1H4 TEL: (403) 265 - 3550 FAX: (403) 261-6615

March 15, 2012

Manitoba Innovation, Energy and Mines
Petroleum Branch

Box 1359 — 227 King Street

Virden, MB ROM 2CO

Attention: Allan Gervin:

RE: Application for an Qil Battery Permit 03-34-012-27WPM

Magellan Resources Ltd. (‘Magellan’) respectfully submits the attached application as per instructions
outlined under Part 7, section 75(1), of the Drilling & Production Regulations of the Oil & Gas Act to the
Petroleum Branch of Manitoba Science, Technology, Energy and Mines.

| appreciate any assistance that you can provide Magellan regarding this application. Should you
require further information, please contact me at any time at (403) 852-7272.

Sincerely,

MAGELLAN RESOURCES LTD.

Darren G. Rennie, P. Eng
Vice President Engineering & COO

Attachments


drennie
Stamp


MIEM Oil Battery Application
Magellan North Hargrave 03-34-012-27WPM March 15, 2012

1. Application Fee:

As per Schedule ‘A’ of the Manitoba Drilling & Production Regulations, an
Abandonment Fund Reserves cheque in the amount of $1,000.00, payable to
Minister of Finance, is enclosed.

2. Performance Deposit:

As per Part 3, section 10, of the Drilling & Production Regulations, a Performance
Deposit is not required.

3. Survey Plan:

The survey plan of the battery is included as Attachment A.

4. Landowners and Occupants:

A list of landowners and occupants within 1.5 km of the proposed battery location as
well as a summary of consultation process is shown in Attachment B.

5. A List of Wells to be Flow Lined in:

The following wells will be tied in to the proposed battery at 03-34-012-27W1M:

1. Magellan North Hargrave Prov. 01-34-012-27WPM
2. Magellan North Hargrave 04-27-012-27WPM

6. Anticipated Production Rates:

Expected rates from the wells entering the battery are:

Qil: 10 m3/d
Water: 120 m3/d
Gas: 0.1 e3m3/d

7. Gas Analysis:

A representative gas analysis is included as Attachment C.
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8. Process Vessels:

The battery will be configured so that no process vessels are required. The wells are
to be flow lined directly to a production tank.

9. Well Testing:

Each well is to be tested by a mobile production test unit on a monthly basis. The
production unit will be located to the wellsite to conduct a (minimum) 24 hour
production test. Well head samples will be taken during the test period to determine
representative oil and water cuts.

10. Flaring, Vapour Recovery and Venting:

All associated gas will be vented due to the fact the volumes are low and no
hydrogen sulphide is present. There are no noticeable odours associated with this
gas.

11. Plot Plan

The plot plan of the proposed battery at is included as Attachment D.

12. Process Flow Diagram:

A process flow diagram of the proposed battery is included as Attachment E.

13. Water Disposal:

Produced water is to be disposed of at Magellan North Hargrave SWD A03-34-012-
27W1M disposal well, located on the same surface lease as the battery. Water will
be delivered to the disposal well via an underground ground fiberglass flow line.
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Attachment A

Survey Plan
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Attachment B

Landowners & Occupants



February 29, 2012

Attention: [LANDOWNER]

Dear [Landowner]:

Re:  Facility Notification for Magellan Resources Ltd.

Proposed Multiwell Oil Battery

Pursuant to Section 75 (1) of the Drilling and Production Regulations, Magellan Resources Ltd.
(Magellan) wishes to inform you of its proposal to install a multiwell oil battery on its existing 3-
34-12-27WI1M well site. This facility is required to store emulsion (oil & water) from multiple
wells in the vicinity of the location and to dispose of produced water.

LOCATION:

3-34-12-27-W1M

BATTERY CLASSIFICATION:

SWEET

SUBSTANCE:

SWEET, OIL, WATER

SURFACE EQUIPMENT:

OIL SHIPPING TANK, PRODUCTION
TANK, INJECTION PUMP BUILDING

FLARING:

FLARING IS NOT PLANNED FOR
THIS LOCATION

TRAFFIC:

THERE WILL BE ADDITIONAL TRAFFIC
DURING CONSTRUCTION. SERVICE
EQUIPMENT WILL PERIODICALLY VISIT
EXISTING FACILITLIES FOR ROUTINE
MAINTENANCE. AREA TRAFFIC WILL BE
REDUCED SINCE OIL AND WATER
COLLECTION WILL BE FROM A
CENTRALIZED BATTERY.

NOISE:

CONSTRUCTION NOISE WILL BE LIMITED
TO DAYLIGHT HOURS AND FACILITY
OPERATION EQUIPMENT WILL BE
BELOW APPLICABLE RESIDENTIAL
GUIDELINES.

ESTIMATED CONSTRUCTION DATE: MARCH AND APRIL 2012.

THIS FACILITY WILL BE OPERATED BY: MAGELLAN RESOURCES LTD.

Magellan has a Corporate Emergency Response Plan in force for all operations. In the event of
an emergency, Magellan will invoke the Emergency Response Plan as soon as possible.
Predetermined steps are in place to handle emergency situations.




It is Magellan’s desire to uphold its reputation of constructing and operating facilities designed to
a high standard and to minimize any potential effects on residents, landowners and the
environment. Magellan invites all comments and concerns that may arise with respect to the
construction and/or operation of it’s facilities to ensure that any concerns can be promptly
addressed.

Should you require a copy of the Battery Application, please contact Darren Rennie (details
below) or Manitoba Innovation, Energy and Mines.

If you have any questions regarding the above or require additional information, please contact:
Dale Barnard, Field Superintendent at (403) 265-3550 or (780) 619-6188

Darren G. Rennie, P. Eng, VP Engineering & COO at (403) 265-3550 ext 202

Richard Fulton, P Land, President & CEO at (403) 243-3548

In case of an emergency related to this facility, immediately call Magellan’s 24hr Emergency
Phone Line at (403) 265-3550 ext 4

Yours truly,

MAGELLAN RESOURCES LTD.
By its Agent Scott Land & Lease Ltd.
1460 — 2002 Victoria Avenue
Regina, SK S4P OR7

Brett Breakey, Land Agent

|:| 1I/We, have no concerns or objection to the Manitoba Innovation, Energy and Mines issuing a
licence(s)/permit(s) to Magellan Resources Ltd. for the proposed project.

Dated this day of , 2012,
SIGNATURE:

NAME: [LANDOWNER]

ADDRESS: [LANDOWNER ADDRESS]

PHONE NUMBER: [LANDOWNER PHONE NUMBER]
COMMENTS/CONCERNS:
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Attachment C

Gas Analysis
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G -I-O _ & GAS ANALYSIS
Laboratories No flag set.

Container ldentification
11001400
Operator Hame Laboratory Number
MAGELLAN RESOURCES LTD. 1265722524
Unique Well Identifier Well Hame
AAID1-34-012-2TW1/00 MAGELLAN NORTH HARGRAVE PROV. 1-34-12-27
Field or Area Pocl or Zone | Sampler's Company
HARGRAVE PROV. LODGEPOLE | SAME
Well License Elevation Test Type || Test Mo. Name of Sampler
5288 KB n~| 480.00 |GRD n-|:-‘1'r'4_90
Test Interval or Perfz mKB Sampling Point Separator | Reservoir| Source | Sampled | Received
WELLHEAD CASING Prazasure (kPa) 10
Temperature 5 5 21
Date Sampled Date Received Date Analyzed Date Reported Location - Approved By - Title
Feb U7, 2072 Feb O7, 2072 Feb 08, 2072 Feb 08, 2072 @'r? Calgary - Gerry Ecker - Reporter
Other Information

* Results rejate only to the Bems tested

PETROLEUM 5
GROSS HEATING VALUE MJ/m?
COMP MOLE FRACTION LIGUID 15° C AND 104.325 kPa
pee | eae e | mbim Air Free As | Moisture & CT+, Air Free As

Received |Acid Gas Freg Received

H2 | 00217 | 00223
He | 0.0007 0.0007 E0=0 218 023
Nz | 03044 | 03129

- RELATIVE DENSITY (CALCULATED) DEMSITY
coz 0.0271 0.0000 Moisture Moisture & [C7+, Moisture| CT+, Portion | C7+ Density | Total Sample
H2s 0.0000 0.0000 Free Acid Gas Free Free Whole Density]  (kg/m3)  |Density(kg/m3)
c1 00187 00192 1306 1300 3555 U009 B0 E 1599
c2
0'2?3? 0.2054 PSEUDO CRITICAL PROPERTIES (CALCULATED)
c3 02569 0.2641 9440
— p As Sampled Acid Gas Free
Ic4 0.0541 0.0556 236.2 pPc (abs) kPa pTcK | pPc(abs) kPa pTcK
NC4 0.0798 0.0820 3357 EbikiN | 758 6T | 7751
Ic5 | 0.0134 0.0199 947 RELATIVE MOLECULAR MASS
NCS | 0.0068 0.0070 329 Total Gas Cy+
CE 0.0042 0.0043 23.0 e 1041
c7+ | 00025 0.0026 15.9 VAPOUR PRESSURE
Total | 1.0000 1.0000 1682.4 (Pentanes +] Has ginv
Exceeds normal limits: 110.38 kPa | 0.00
H2,MZ,IC5
This analysis and calculations ars based on GPA 2261, GPA 2145, and AGAZS
E Calgary AB, Ph: (403) 208-2000. Edmonton AB, Ph (T80) 463-01D8. Grande Prairie AB, Ph: (T8D) 530-6500. Red Deer AB, Ph- (403) 346-6045.
Fort 5t John BC, Ph: (250) 785-5500. Prince George BC, Phe (250) 583-6011. Terrace BC. FPh: (250) 615-8288. Missizsauga ON. Ph: (805) 501-2098 &
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Attachment D

Plot Plan
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Attachment E

Process Flow Diagram
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Process Flow Diagram 03-34-012-27 WPM
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