Manitcba

The Oil and Natural Gas
Conservation Board

July 9, 1986

Chevron Canada Resources Limited
500 - 5th Avenue 5.W.

Calgary, Alberta

T2P 0L7

Attention: Mr. D. Schierman

Dear Sirs:

Re: Proposed Daly Unit No. 4

Reocom 309

Legisiative Building

Winnipeg, Manitoba, CANADA
R3C 0v8

(204) 945-3130

Application for Waterflood Incentives

Your letter of June 26, 1986 requesting deferral of your previous
application for an extension of the Production Incentive Program for the

subject project is acknowledged.

LRD/1k

b.c. Wm. McDonald
B. Ball
Petroleum Branch

Yours sincerely,
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Charles 5. Kang
Chairman
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U Chevron Canada Resources Limited

v 500 - Fifth Avenue S.W., Calgary, Alberta T2P OL7
1986-06-26

KE Godard
Chief Engineer Proposed Daly Unit No. 4
Application for Waterflood Incentives

The 0il and Natural Gas Counservation Board
309 Legislative Building

Winnipeg, Manitoba

R3C OV8

Attention: Mr. C. 5. Kang, Chairman
Gentlemen:

1. On 1986-04-28, Chevron Canada Resources Limited, as Operator of the
proposed Daly Unit No. 4, requested an extension of the Production
Incentive Period for the proposed Daly Unit No. 4 Waterflood. Chevron
now requests that this Application be deferred.

2. On 1986~06-26, Chevron Canada Resources Limited submitted an amendment
to the Daly Unit No. 4 Waterflood Application. The subject of this
amendment is the downsizing of the Unit No. 4 Stage I Waterflood
Development. Instead of infill drilling four injectors on & ha well
spacing in the Section 27 Area, only one injector will be drilled.

3. This downslzing of the waterflood development has resulted in improved
economics. Therefore, Waterflood Incentives are not required for the
proposed Daly Unit No. 4 Waterflood at this time.

4, Should Waterflood Incentives be required in the future to facilitate
Unit No. & waterflood development, Chevron will resubmit the Application
for Waterflood Incentives.

Any questions regarding this matter should be directed to Doug Schierman at
(403) 234-5150.

Sincerely,

g B oo

DNS/1gs C. G.  FOLDEN, P.Eng.
Supervising Engineer
Reserveoir Engineering




Manitoba .

The Oil and Natural Gas Room 309

Conservation Board Legistative Building
Winnipeg, Manitoba, CANADA
R3C 0v8

(204} 945-3130

Min 17

Chevron Canada Resources Limited
500 - Fifth Avenue S.W.

Calgary, Alberta

T2P 0OL7

Attention: Mr. D. Schierman

Dear Sirs:

Re: Proposed Daly Unit No. 4
Waterflood Incentives

Your letters of April 23rd, 24th, and 28th, 1986 regarding
waterflood incentives for the subject proposed Unit are acknowledged.

Upon review of your request, we have the following questions:

1. What oil price forecast have you used? Please provide this on a
yvearly basis.

2. For which wells is Chevron requesting the incentive?

3. Would the 0il and Natural Gas Tax payable on the incentive wells be
calculated based on allocated production? Do you foresee any admin-
igtrative complexities that would result from your proposal?

4, Please provide a breakdown of the specific components in the variable
portion of the operating cost. Are operating costs escalated over the
life of the project?

5. What is the justification for extending the incentive 6.5 years past
the anticipated payout of the project?

e



We suggest that it may be beneficial for your representatives
to meet with us after we have reviewed your response to the above
guestions.

Yours sincerely,

THE OIL AND NATURAL GAS
CONSERVATION BOARD

ORIGINAL SIGNED BY
CHARLES S. KANG

Charles S. Kang
Chairman

LRD/1k

b.c. Wm. McDonald
B. Ball
Petroleum Branch




Cheon
K.E. Godard
Chief Engineer

Chevron Canada Resources Limited
500 - Fifth Avenue S.W.. Calgary, Alberta T2P OL7

1986-04-28

Amendment to Application
For Waterflood Incentives
For The Proposed Daly Unit No. 4

The 01l and Natural Gas Conversation Board
Room 309, Legislative Building

Winnipeg, Manitoba

R3C 0V8

Attention: C. S. Kang, Chalrman

Gentlemen:

The investment used to generate the waterflood after the profits in the
subject application was incorrectly reported to be $160 000. The actual
value is §1 609 000.

Attached is the revised first page of the application.

Yours truly,

ofoc) €. G. FOLDEN, P.Eng.

Supervising Engineer
Reservoir

DMcC/ds
Attach.

cc: Working Interst Owners
Proposed Daly Unit No. &




Cheon
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KE. Godard
Chief Engineer

Chevron Canada Resources Limited -
500 - Fifth Avenue S.W.. Calgary, Alberta T2P OL7

1986-04-28

Application for Waterflood Incentives
For The Proposed Daly Unit No. &

The 0il and Natural Gas Conversation Board
Room 309, Legislative Building

Winnipeg, Manitoba

R3C ovE

Attention: C. S. Kang, Chairman

Gentlemen:

1.

Chevron Canada Resources Limited, as Operator of the Proposed Daly Unit
No. 4, requests extension of the Production Incentive Perlod for the
proposed Daly Unit No. 4 waterflood.

The proposed unit will include wells which produce from the Daly
Lodgepole "A" Pool. A waterflood application for the subject area was
submitted to the Manitoba Board on 1986-03-31.

Economic analyses indicate that implementing a waterflood throughout
the proposed Unit is uneconomic at this time. Therefore a staged
waterflood development is planned. Stage I of the waterflood
development includes the Section 27 area and onme 5-spot pattern in
Section 35. The Waterflood Application describes the Stage I
Development in more detail.

Economic analysis indicates that the Section 27 area waterflood
development is uneconomic without waterflood incentives and marginally
economic with waterflood incentives for Chevron at this time. The
payouts with and without waterflood incentives are 3.5 and 4.0 years
respectively. Production and cash flow data are shown on Tables 1 and
2.

The assumptions used in generating the after tax profits are:

a) Water injection commences 1986-10.

b) Total investment of $1 609 000 incurred in 1986-10.

¢) All production has freehold royalty and new mineral tax status.

d) Waterflood incentives would be an extension of the Production
Incentive Period (i.e., reduced mineral taxes) to cover the first
10 years of the project.

e) Operating costs = fixed cost of $593/producing well/month plus
variable cost of $6.93/m3 of oil. Water injection costs of
$l.77/m3 of water.




s

KE Godard

Chevron Canada Resources Limited
500 - Fifth Avenue S.W., Calgary, Alberta T2P OL7

Chiet Engineer

1986-04-24

Amendment to Application
For Waterflood Incentives
For The Proposed Daly Unit No. 4

The 0il and Natural Gas Conversation Board
Room 309, Legislative Bullding

Winnipeg, Manitoba

R3C ovg

Attention: C. S§. Kang, Chairman

Gentlemen:

Amendments to Tables 1 and 2 of the Application For Waterflood Incentives
for the Proposed Daly Unit No. 4, dated 1986-04-23 are attached.

A correction in the units for 0il Production was necessary.

Yours truly,

€. G. FOLDEN, P.Eng.
Supervising Engineer
Reservoir

DMcC/ds
Attach.

ce: Working Interst Owners
Proposed Daly Unit No. 4




Chevron Canada Resources Limited
v 500 - Fifth Avenue S.W., Calgary, Alberta T2P OL7

¥ £ Godard 1986-04-24

Chiet Engineer

Application for Waterflood Incentives
For The Proposed Daly Unit No. 4

The 01l and Natural Gas Conversation Board
Room 309, Legislative Bullding

Winnipeg, Manitoba

R3C 0V8

Attention: C. S. Kang, Chairman
Gentlemen:

1. Chevron Canada Resources Limited, as Operator of the Proposed Daly Unit
No. 4, requests extension of the Production Incentive Period for the
proposed Daly Unit No. 4 waterflood.

2. The proposed unit will include wells which produce from the Daly
Lodgepole "A" Pool. A waterflood application for the subject area was
submitted to the Manitoba Board on 1986-03-31.

3. Economic analyses indicate that implementing a waterflood throughout
the proposed Unit is uneconomic at this time. Therefore a staged
waterflood development is planned. Stage I of the waterflood
development includes the Section 27 area and one 5-spot pattern in
Section 35. The Waterflood Application describes the Stage I
Development in more detail.

4. Economic analysis indicates that the Section 27 area waterflood
development is uneconomic without waterflood incentives and marginally
economic with waterflood incentives for Chevron at this time. The
payouts with and without waterflood incentives are 3.5 and 4.0 years
respectively. Production and cash flow data are shown on Tables 1 and
2.

5. The assumptions used in generating the after tax profits are:

a) Water injection commences 1986-10.

b) Total investment of $160 000 incurred in 1986-10.

¢) All production has freehold royalty and new mineral tax status.

d) Waterflood incentives would be an extension of the Production
Incentive Period (i.e., reduced mineral taxes) to cover the first
10 years of the project.

e) Operating costs — fixed cost of $593/producing well/month plus
variable cost of $6.93/m3 of oil. Water injection costs of
$1.77/m3 of water.




6. Technical analyses indicate that oil recovery from the Lodgepole "A”
Pool is improved by waterflooding, but waterflood incentives will be
required before Chevron can consider implementing a waterflood in the

Section 27 area.
Any questions regarding this Application should be addressed to
Kevin Matieshin at (204) 748-1334 or Doug Schierman at (403) 234-5150.

Sincerely,

4/,/@ M

\%f) C. G. FOLDEN, P.Eng.
Supervising Engineer
Reservoir Engineering

DS/ds

cc: Working Interest Owners
Proposed Daly Unit No. &4
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Chean

~

KE. Godard
Chiet Engineer

The 0il and Natural Gas Conversation Board
Room 309, Legislative Building

Winnipeg, Manitoba

R3C OV8

Attention: C. 5. Kang, Chairman

Gentlemen:

L.

Chevron Canada Resources Limited
500 - Fifth Avenue S.W., Calgary, Alberta T2P OL7

1986-04~-23

Application for Waterflood Incentives
For The Proposed Daly Unit No. 4

Chevron Canada Resources Limited, as Operator of the Proposed Daly Unit
No. 4, requests extension of the Production Incentive Feriod for the
proposed Daly Unit No. 4 waterflood.

The proposed unit will include wells which produce from the Daly
Lodgepole "A" Pool. A waterflood application for the subject area was
submitted to the Manitoba Board on 1986-03-31.

Econouic analyses indicate that implementing a waterflood throughout
the proposed Unit is uneconomic at this time. Therefore a staged
waterflood development is planned. Stage I of the waterflood
development includes the Section 27 area and one 5-spot pattern in
Section 35. The Waterflood Application describes the Stage 1
Levelopment in more detail.

Economic analysis indicates that the Section 27 area waterflood
development is uneconomic without waterflood incentives and marginally
economic with waterflood incentives for Chevron at this time. The
payouts with and without waterflood inceantives are 3.5 and 4.0 years
respectively. Production and cash flow data are shown on Tables 1l and
2.

The assumptions used in generating the after tax profits are: N

P
ol

a) Water injection commences 1986-10. e

b) Total investment of $160 000 incurred in 1986-10.

¢) All production has freehold royalty and new mineral tax status.

d) Waterflood incentives would be an extension of the Production
Incentive Period {i.e., reduced mineral taxes) to cover the first
10 vears of the proiect,

e) Operating costs - fixed cost of $593/producing well/month plus
variable cost of $6.93/m3 of oil. Water injection costs of
$1.77/u3 of water.




6. Technical analyses indicate that oil recovery from the Lodgepole "A"
Pool is improved by waterflooding, but waterflood incentives will be

required before Chevron can consider implementing a waterflood in the
Section 27 area.

Any questions regarding this Application should be addressed to
Kevin Matieshin at (204) 748-1334 or Doug Schierman at (403) 234-5150.

Sincerely,

0/ ,z/j_ Q,/émb
/

fs-1 c¢.'G. FOLDEN, P.Eng.
N
Supervising Engineer
Reservoir Engineering

D3/ds

cc: Working Interest Quners
Proposed Daly Unit No. 4
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