JAN 8§ ’3Z 18:53 FROM MB ENERGY/MINES,PETRC TO PETRO WPG PRGE.Baz

DEPY. OF ENERGY & MINES
Chevron Canada Resources

v P.0. Box 100, Virden, Manitoba AOM 2C0 Virden, Manitoba JAN © 1992
Phone (204) 748-1234 Fax (204) 748-6762 January 7th, 1992
Petroleum Inspection Section
V.S# 4 Shut-

Department of Energy and Mines
Petroleum Branch

Attention: Mr. Allan Gervin
P.O. Box 1359

Virden, Manitoba

ROM 2C0

Dear Allan:

Due to uneconomic production figures from the following producing wells, they have been
tcmporarily shut down for the winter months as of J anuaty 2nd, 1992;

N.VS #1 2D-26-11-26 14D-23-11-26
3-26-11-26 15D-23-11-26

Daly #4 3-25-9-28 10-35-9-28 5-36-9-28
7-25-9-28 15-35-9-28 12-36-9-28
13-25-9-28 16-35-9-28 13-36-9-28

The above locations will remain shut-in until weather (road) conditions etc. allow normal operating

conditions.

If there are any questions, please contact cither Ken Kellsey or Kevin Anderson at our Virden office

748-1334,

JEC/kbh

JE. CAUSGROVE, P. Eng.
Area Superintendent
Virden Arca

**k TOTAL PAGE.DAZ %x



Chevron

R. A Pashelka
Gereral Counsel

Chevron Canada Resources
500 - Fifth Avenue S.W., Calgary, Alberta T2P OL7 - Phone (403) 234-5000

Fax 234-5947
1988-06-02

Revised Exhibit "N
Daly Unit No. 4

Department of Energy and Mines,
Petroleum Branch,

555, 330 Graham Avenue,
Winnipeg, Manitoba.

R3C 4E3

Attention: Mr. L. R. Dubreuil,
Chief Petroleum Engineer

Dear Sirs:

We enclose two (2) copies of revised Exhibit "E" to the Unit Operating
Agreement for the subject Unit, issued 1988-06-01, which reflects the
addition of the well "Resman Jorex et al Daly SWD 1C-35-9-28 WPM". This
well was Iinadvertantly omitted from the Exhibit during its initial
preparation and accordingly the enclosed Exhibit will be effective as of the
Effective Date.

Should you require anything further in this regard please contact the
undersigned at (403) 234-5881.

Yours very truly,
D. P. LOUGHEED

/ps
Encls.




S 2w /7’?r'//_3'/fd7
{\,L\.L_\Lm

D 2 NG

LN ‘?’C‘z\\Q (. \<\<~\ e W\ fb\(\() i \C& d}‘-L»S@ bQ
AN c\ude L PN %0_9% in b Ne 4 - u@#écf/o’{i
April 1 /88

—

PAS
7 -2 9- 2%



Cherron Conpds.

Oetcie
P otte
J\.P\\_.\(
Dy Reooed
[N %\.CL. i\,’\./\l\ \'k

A-2AS - 2.2
A28 -9 -~ 2%

L -23 -4- 2%

0 - AS ~ 9 - 25

W - 235 -4 -25
iz -2%5-9-2¢
1y - 23-49- 2%
4 - R -9-28
f R - 923
S - - RY
Je -~ 725
7-27-7-29
£ 27 Y-24
J-27-9-25
g -7 - 739
gi=-R7~ 7 2Y
sY-27- F-28
/5-27-9-28
Jp ~27 928
oo A -2k

2 - BY-F-88
R A e e

(1e.6. ¢

LLaannT™ Ne 4 han heen CLPP(‘()\JQCl
_;;LI\—-L:&L\*NJL )\(:q-'\\ V1A L woells

O aA &c'o o v

6 -39Y-9-2& /2-3¢-5-28 +
734 -9-28 L3-36-9- +
§-34-9-28" 4-1-10-28
g -3¥-9-28 /=2 -10-28
/ -35-9-28 2-2 —1C--28
LRTET 3 2-10028
-3¢ -9-28 ¥-2 -10-24%
745 -9-28
5-35-9- 28
6 35-9-25 * Well 4 Abd 'P' Teadd qeta
7-35-9-2¢ allccated productien
£ 385-9-28 vy Swd e e\l
o -35-9-28 + Cluwcd owned le[‘c‘j
/- 35-9-28 roght

W-35-9 - 28
)2 -35-G 25
/3-35-9%
/- 35-7-28
/5-33-9- %
/6~ 35-9-28
5 - 3¢-7-28
/r-36-7-28 +

ekou/zc@ Ko, b e Lon.

ﬂ/’e‘leﬁér



Manitoba

The Oll and Natural Gas
Conservation Board

March 31, 1988

Chevron Canada Resources Limited
500 — 5th Avenue S.W,

Calgary, Alberta

T2P OL7

Attention: Mr, D.P. Lougheed

Dear Sir:

e: t 4

m; )}
Room 309

Legislative Building
Winnipeg, Manitoba, CANADA
R3C 0v8

(204) 945-3130

The Daly Unit No. 4 iz hereby approved with an effective
date (pursuant to Article XIV of the Unit Agreement) of April 1,

1988.

bc: Va. Nebenald
b Beli
Iy

Yours respectfully,

ORIGINAL SIGNED BY
CHARLES 3. KANG

Charles S. Kang
Chairman



Maaitoba | YY)
s _March 30, 1988 | - Action /7 Route Slip

To: Charles S. Kang, Deputy Minister ‘ From: L.R. Dubreuil, Chief Petroleum Engineer

Energy & Mines Petroleum
Room 309, Legislative Building

Telephone: (6574)

[ Take Action [J Per Your Request [ circutate, tnitial 3 For Approvat and O ™axe Copies
and Return Signature

3 May we Discuss [ For Your Information [ Return With Comments [_] Draft Reply for [ Please Fite
or Revisions Signature

Comments: Board approval of Daly Unit No. 4.

All working and royalty owner consents have been received and examined and appear
to be in order.

Please contact this office as soon as the attached letter has been signed so that

Chevron can be notified,

MG-1288 PS-1-182
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Chevron

(’1 Chevron Canada Resources

500 - Fifth Avenue S.W., Calgary, Alberta T2P QL7

R A. Pashelka

General Counsel 1988_03-28

Proposed Daly Unit No. 4
Our File No. 59,640-1

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

Winnipeg, Manitoba

R3C 0V8

Attention: Mr. Charles S. Kang, Chairman

Dear Mr. Kang:

In accordance with section 74(2) of The Mines Act, c. M160 CCSM, Chevron
Canada Resources, as Operator of the Proposed Daly Unit No. 4, hereby

submits the Unit Agreement and Unit Operating Agreement, Daly Unit No. 4
for the approval of The 01l and Natural Gas Conservation Board.

The Unit documents have now been signed by all Working Interest Owners
and all Royalty Owners and photo-coples of the execution pages evidencing
gsuch execution are enclosed herewith except the execution page of Richard
T. Perry. We are advised by Mr. Perry that he has executed the Agreement
and the document has been mailed to us from Santa Barbara, California.

We expect to receive the Agreement within the next few days and will
telefax a copy to you upon receipt.

Yours very truly,

Q.20

DPL/nw
Encls.

Chevron Canada Resources Limited

S o S
B & BV SIT7




ROYALTY OWNERS — Photo-copies of execution pages:

Minister of Energy and Mines, Province of Manitoba.
Marion D. Wilson

Stewart H. Lowdon

Alva M. Williams

Lowdon Resources Ltd.

John W. Clarke

Glenmar Resources Ltd.

Harold B. Shoemaker

Haskett Enterprises Ltd.
David G. Gerrand

Buffalo Rose Holdings Ltd.
Williams Family Holdings Ltd.
Orma Jean Gray

(Lynne M. Heaman

(Murray D. Gray

(Colleen L. Effler

66529 Manitoba Ltd.

Kilford Holdings Ltd.

The Canada Permanent Trust Company
University of Manitoba
Richard T. Perry

Norman E. Glinz

Willard €. Glinz

Arvel H. Glinz




WORKING INTEREST OWNERS - Photo-coples of execution pages of Unit Agreement

and Unit Operating Agreement.
Chevron Canada Resources, a partnership
by its Managing Partner
Chevron Canada Resources Limited
C & T Resources Ltd.

Resman Q11 and Gas Ltd.

Trilogy Resource Corporation (Note - execution of Unit Agreement as Working
Interest Owner and Royalty Owner.)




Manitoba | %

Energy and Mines Petroleum 555 — 330 Graham Avenue
Winnipeg, Manitoba, CANADA
R3C 4E3

(204) 945-6577

March 8, 1988

Chevron Canada Resources Limited
500 - 5th Avenue S5.¥.
CALGARY, Alberta  T2P OL7

Attention: Mr., J.M, Taylor

Re; TOpO Daly Unit No, 4

Dear Sir:

Enclosed please find one copy of the "Unit Agreement -~ Daly Unit Ro., 4"
which has been executed by the Minister of Energy and Mines on behalf of
the Crown as a royalty owner.

Please note that prior to the Unit becoming effective, it is necessary to
obtain the approval of The 01l and Natural Gas Conservation Board. Prior

to such approval being given, the Board will require evidence that all
royalty and working interest owners have executed the Unit Agreement.

Yours sincerely,

m Snroed

U A T EETEN

L.R. Dubreuil

Chief Petroleum Engineer
Petroleum Division

LRD:dah

encl



MANITOBA

Order in Council

No. 7?/;

ON MATTERSOFSTATE ~ “ oo

To The Honourable the moﬁm in Council

The undersigned, the Minister of ......... EBnergy.and Minea..........ccooveiveiinnne
submits for approval of Council a report setting forth that:

WHEREAS

"75(1)

75(2)

AND WHEREAS

AND WHEREAS

AND WHEREAS

AND WHEREAS

THEREFORE,

Section 75 of "The Mines Act", being Chapter M160 of the Continuing
Consolidation of the Statutes of Manitoba, provides as follows:

Where the Crown is a working interest owner or royalty owner of a tract of
land, the Lieutenant Governor in Council may authorize the minister, on
behalf of the Crown, to enter into a unitization agreement for the unit
operation of the pool or field, or part thereof, within which the tract is
situated.

Notwithstanding any other provision of this Act or of an agreement or other
disposition made under this Act, the Lieutenant Governor in Council may
authorize the minister, on behalf of the Crown, to enter into an agreement
for the calculation of the royalty payable to the Crown on the oil and gas
produced from a unit area that includes a tract that is subject to the
payment of a royalty to the Crown."

Chevron Canada Resources Limited is the holder of Crown 0il and Natural Gas
Lease No. L811-202 covering the Northwest quarter of Section 36, in
Township 9, Range 28, WPM;

Chevron Canada Resources Limited is proposing to unitize its operations in
part of the Daly Lodgepole A Pool as Daly Unit No. 4, which wnit includes
the tracts described as Legal Subdivisions 11, 12, and 13, of Section 36,
in Township 9, Range 28, WPM;

Chevron Canada Resources Limited has requested agreement from the Crown as
the royalty owner of the subject tracts, to a proposed unitization
agreement entitled Unit Agreement - Daly Unit No. 4 which is similar in
form to Unlit Agreement - Waskada Unit No. 16 approved by The 0il and
Natural Gas Conservation Board on April 29, 1987;

in order to accomplish the more efficient and economical development and
production of the o0il and gas resources of the Daly Lodgepole A Pool, it is
deemed advisable for the Crown to enter into the proposed unitization
agreement;

he, the Minister, recommends:

THAT the Minister of Energy and Mines be authorized to enter into the Unit

Initiating Department/Agency

Agreement for Daly Unit No. 4 in a form substantially similar to
that form utilized in the Unit Agreement for Waskada Unit No. l6—

Department/Agency  Authorized Officer

Evercy ¢ Mivss

Approved By

cS8C.

Finance

Approved as to form by:

name 2 0Bm) P I TERS

Civil Litigation Brmch:/ 6”9
. Signature

or tepistative-Counssl:

Initials

........................................................................

IN THE EXECUTIVE COUNCIL CHAMBER, WINNIPEG

Upon consideration of the foregoing report and r

mended.

ommendation Council advises thai it be done as recom-

S N (S Srtetrttror il 2 PresxdméMember

AT GOVERNMENT HOUSE IN THE CITY OF WINNIPEG

Approved and Ordered this ....304. ... day of cooriiiiiiennee Mareho . e, e A.D. 1988 .

PSF a0 =7
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Manitoba o))
pate:  February 22, 1988 ACtion / ROUte SIip

To: Rose From: H. Clare Moster
cec! Craig Halwachs ) Executive Director
Petroleum
Telephone:
[X] Take Action (7] Per Your Request [ circulate, Initial [J For Approval and [0 Make Copies
and Return Signature
[J May We Discuss [ For Your Information ] Return With Comments [ ] Draft Reply tor [ Piease File
or Revisions Signature
Comments: Order-in-Council - Daly Unit No. 4

Attached are 2 originale and 3 photocopies of an AMENDED order-in-council
for the proposed Unit.

This amended QIC will eliminate rhe need to include copies of the 37 page
agreement with each Cabipet Submission,

MG-1298 PS--182
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Manitoba %

Date

To

Subject

February 22, 1968 Memorandum
H. Clare Moster from  Robin P. HWinters
Executive Director ~Crown Counsel
Energy and Mines - Civil Legal Services
555 - 330 Graham Avenue ~6th Flr, - 405 Broadway
- 945-2836
Telephone

PROPOSED OIC — re: Unitization of Daly Unit No. 4 /g?
/

ed pleise find =

Further to your route slip of February 22, 1988, attk :
ereon. st

the QOIC as captioned, with my approval as to form notexﬁﬁh

79 =

Robin P. Winters
Crown Counsel

A ‘Q*?{‘\:J‘ .

RPH:cr
enc.

P5-f-25
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Mgmtoba

Date: February 22, 1988

To: Robin Winters

Action / Route Slip

From: H. Clare Moster

Crown Counsel

Executlive Director

6th Floor - 405 Broadway

Energy & Mines, Petroleum

Telephone:
[ Take Action ] Per Your Request 7] circulate, Initial [ For Approval and ] make Copies
and Return Signature .
[J May We Discuss ] For Your Information  [T] Return With Comments ] Draft Repiy for O Please File
or Revisions Signature

Comments: Re: OIC - Daly Unit No. 4

The OIC has been revised as per our telephone discussion.

Please return via courier,

to this office as quickly as possible.

MG-1208 PS-(-182




Manitoba

Date

To

Subject

 pebruary 16, 1988 Memorandum

. Charles S. Kang From . H, Clare Moster

. Deputy Miniater of Energy & Mines - Executive Director
. 309 Legilsative Bldg. - Petroleum Division
. Daly Unit No. & Telephone

Firsl % Foid

»

Chevron Canada Resources Limited is proposing to unitize an area in the
Daly Field which includes 52 tracta. The proposed Daly Unit No. 4
involves three tracts (Lsd's) for which the Crown is the royalty interest

.. owner. (i.e. - mineral rights owner). Section 74 of The Minea Act states
'~ ‘that before a Unitization Agreement may be put .into effect, it must be

approved by The 0il and Natural Gas Conservation Board. It further
states that the Board shall not approve an agreement unless the royalty
owners have agreed to the Unit  operation. Therefore, Chevron has
submitted two copies of the propoged Unit Agreement for the Daly Unit
No. 4 for approval (execution) by -the Minister as an affected royalty
owner.

Section 75 of The Mines Act states that the Minister, with the
authorization of the Lieutenant Governor in Council, may enter such
agreements on behalf of the Crown as a royalty owner.

Recommendation:
It is recommended that the Minister:

1. Request authorization from Cabinet to permit him to enter into the
proposed Daly Unit No. 4 Unitization Agreement on behalf of the Crown
(Draft QIC attached) with respect to Led's 11, 12 and 13 of Section
36-9-28 (WPM).

2. Execute the attached two copies of the Unit Agreement for the Daly
Unit No. 4 as a royalty owner. .

Discussion:

The 3 tracts in the proposed Daly Unit No. 4 which contain Crown—owned
mineral rights are Lsd's 11, 12 and 13 of Section 36-9-28 (WPM). All of
these tracts are held under Crown 0il1 and Natural Gas Lease No. L811-202
covering the Northwest Quarter of Section 36. Currently all three wells
on the tracts are producing from the Daly Lodgepole A Pool. The combined
production from these wells in approximately 35 m3 of oil per month at
a vater-oil ratio of about 4.00 m3/m3.




-2 -

With the proposed Unit and planned pressure maintenance operations in the
area, it is likely that the productivity of these wells will be enhanced
or at least maintained in the future. On this basis, inclusion of these
tracts in the Unit is recommended.

By inclusion of these tracts in the Unit, the Crown will receive
royalties based on allocated Unit production. The Division has reviewed
all the Tract Participation Factors proposed for the tracts in the Unit
and feels they are reasonable,

Clause 1301 of the proposed Unit agreement specifically states that the
execution of the agreement by the Minister is strictly as a Royalty
Interest owner. Therefore, by such execution, the Minister 1is not

approving the Unit Agreement. Such approval may only be done by the
Board pursuant to Section 74 of The Mines Act. :

PR T T v
ot BEE
E. Clare Moster

Attachment



First } Fold

Manitoba

Date

To

Subject

February 17, 1988

Robin P. Winters

~/¢. Crown Counsel

/. Civil Legal Services

* . 6th Flr. - 405 Broadway
. 945-2836

H. Clare Moster
Executive Director
Energy and Mines

555 - 330 Graham Avenue

Telephone

PROPOSED OIC - re: Unitization of Daily Unit No. 4

Memorandum

This is further to your route sliip of February 11, 1988 and our
telephone conversation of Friday last wherein you confirmed that there
was ho necessity on my part to review the unitization agreement in
this matter. Accordingly, please find the subject Order-in-Council,
in duplicate, with my approval as to form endorsed on each copy.

//7. LQW"

Robin P. HWinters
Crown Counsel

RPH:cr
enc.

P5-£.26



Manitoba )
owe  February 11, 1988 Action / Route Slip

To: Robin Winters From: H. Clare Moster
Civil Litigation Services Executive Director, Petroleum
6th Floor - 405 Broadway Avenue Energy & Mines, 555 - 330 Graham Avenue
Telephone:
I:] Take Action D Per Your Request D Circuiate, Initial D For Approval and D Make Copies
and Return Signature
] May we Discuss [ For Your Information [ Return With Comments [ ] Draft Reply for ] Please File
or Revisions Signature
Comments:

1. Attached for your review as to form is a standard OIC relating to the Crown's

consent to unitization (Daly Unit No. 4).

Please return this 0IC to my attention as soon as it has been checked.

Thanks!

MG-1298 PS-i-182
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DEPARTMENT OF ENERGY AND MINES

CABINET SUBMISSION

SUBJECT:

An agreement to unitize oil development operations in the Daly oil field.

BACKGROUND ;

The Province of Manitoba is the owner of the mines and minerals in the
northwest quarter of Section 36, Township 9, Range 28 WPM which is part of
the Daly oill field. Chevron Canada Resources Limited is the holder of a
Crown o0il and natural gas lease to the subjeect land. Chevron has completed
three wells under the lease in the Daly Lodgepole A Pool. Chevron is
planning to develop its waterflood operations in that area of the Pool, but
before proceeding, Chevron must obtain the agreement of the mineral rights
owners affected. As Chevron .wishes to include the Crown wells in the
proposed Daly Unit No. 4, it has requested the consent of the Minister of
Energy and Mines on behalf of the Crown as mineral rights owner,

DISCUSSION:

—

FINANCIAL

Inclusion of the Crown wells in the proposed Unit will result in a portion of
the total crude o0il and natural gas produced from all wells in the Unit being
allocated to the Crown wells, and the Crown will receive royalties on the
allocated production.

The Mines Act specifically provides for the Minister to enter into
unitization agreements on behalf of the Crown with the approval of the
Lieutenant Governor in Council.

The proposed unitization will not affect operating expenditures and will
result in additional future oil royalty revenue to the Crown depending on the
success of the waterflood project.

COMMUNICATION:

Because of the routine nature of the procedure for Crown consent as a mineral
owner to unitization, no communication is reguired.

RECOMMENDATION:

Date Typed: February 9, 1988

It is recommended that the Minister of Energy and Mines be authorized to
enter into the Unitization Agreement for Daly Unit No. 4 on behalf of the
Crown.

Jerry Storie
Minister of Energy and Mines

MW
IM'PL’I'CATION W propesd "1‘7"‘**‘*‘- ﬁ‘@mﬂi‘ﬂﬂ it e fmﬁ.



Ahevron

* Chevron Canada Resources
~ 500 - Fifth Avenue S.W., Calgary, Alberta TZP OL7

R A Pasheika
General Counse!

1988-01-28

Proposed Unitization - Daly

Unit No. 4

The 011l and Natural Gas Conservation Board,
Room 309 Legislative Bulilding,

Winnipeg, Manitoba.
R3C 0Ov8

Attentlion:

Dear Mr. Kang:

Mr. Charles S. Kang, Chairman

We enclose for your information one (1) copy of each of the Unit Agreement
and Unit Operating Agreement for the subject Unit in executilon form.

We are currently obtaining Royalty Owner executions and expect to be seeking

your approval for the unitizetion in the near future.

1f you require anything further in this regard please contact the
undersigned at (403) 234-5881.

/ps
Encls.

Yours very truly,
TN

\‘.

< .

P e
R
D. P. LOUGHEED

Chevron l:umda Resourtes Limited

!( i ?A‘

TEr i

!

-

/

Z\,/. 

" THE OIL AND NATURAL 8AS
CONSESIWATION BOARD
WINNIPEG, MANITCBA

FEe -31938

RECEIVED

i



Chevron
(‘1 Chevron Canada Resources
v 500 - Fifth Avenue SW., Calgary, Alberta T2P 0L7

R. A Pashelka 1988-01-27

Generat Counsel

Unit Agreement — Proposed
Daly Unit No. & '

Department of Energy and Mines,
Petroleum Branch,

555, 330 Graham Avenue,
Winnipeg, Manitoba.

R3C 4E3

Attention: Mr. L. R. Dubreuil,
Chief Petroleum Engineer

Dear Sirs:

We enclose three (3) coples of the Unit Agreement for the subject Unit in
execution form. Please arrange for execution by the Manitoba Crown and
return one (1) executed copy to us at your earliest convenience.

A copy of the Unit Operating Agreement 1s enclosed for your information.

Should you require anything further in this regard please contact the
undersigned at (403) 234-5881.

Yours very truly,

D. P. LOUGHE

/ps
Encls.

Chevron Canada Resources Limited

§):
; i .-I
o gl
TEAM PETROLEUM 84
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Chevron Canada Resources Limited
500 - Fifth Avenue S.W., Calgary, Alberta T2P 0L/

1986-11-06

JM Taylor
Coordinator

Units & Joint Ventures
Preducing Department

Daly Unit No. 4
Unitization & Staged Waterflood Proposal

TO: ALL ROYALTY OWNERS
PROPOSED DALY UNIT NO. 4
{Addressee List Attached)

Gentlemen:

Attached for your information i{s a discussion of the unitization and staged
waterflood proposal for Daly Unit No. 4. Chevron, as Operator of this unit,
has applied to the Manitoba 0il and Natural Gas Conservation Board to imple-
ment staged waterflood in the subject area. This staged waterflood cannot
be implemented until a Unit is formed.

The attached summary of the project will explain to you the basis and merits
of a unit and waterflood, enabling an expedious execution of a forthcoming
Unit Agreement. The Unit Agreement must be signed by all Royalty and
Working Interest Owners.

If you have any questions on this matter please call Mr. Kevin Matieshin at
Chevron's Virden Office at (204) 748-1334. 1If felt necessary by the Royalty
Owners, we are prepared to hold a meeting to further discuss this matter.

Yours very truly, . ==

°+ J. M. TAYLOR

RIZ/db
Attach.

cc: All Working Interest Owners
Proposed Daly Unit No. 4




PROPOSED DALY UNIT NO. 4
UNITIZATION AND STAGED WATERFLOOD PROPOSAL

INTRODUCTION
The Daly Lodgepole "A" Pool was discovered {EJIEEI& Since that time many

. wells have been drilled and waterflood schemes have been implemented in por-
tions of the pool. The proposed Daly Unit No. 4 area is in the south end of
the Pool and containg wells currently operated by Resman 01l and Gas
Limited.

The area proposed for unitization and staged waterflooding (see Figure
No. 1) has 50 wells completed in the Lodgepole "A" formation at an average

d 7 « The peak production for this area was reached in [J9E
3 m3/ since which production has steadily declingd. _E ‘.;jﬂla
000 m3 of oIl had baen-produced at a dally fate of 63 mi/d. The

daily production tate will continue to decline if this area remains under
the present method of operationm.

STAGED WATERFLOODING

It is anticipated that the area's ultimate o1l recovery and producing rate
can both be improved by waterflooding. The Daly Unit Nos. 1 and 3 have had
successful waterflood projects in operation since 1970 and 1953 respective—
ly.

Waterflooding 18 a process by whereby water is forced into the rock contain-
ing the oil in order to flush the o1l from the rock into the wellbore (see
Figure No. 2). Water injection will be accomplished in Daly Unit No. 4 by
drilling additional wells in between the existing producing wells and
injecting the water through these wells into the reservoir rock. The water-
flood performance of Daly Unit Nos. 1 and 3, in the same geologic formation,
indicates that this technique can be employed successfully in the Daly Unit
No. 4 area. We predict waterflooding will i ultimate oil
recovery for the Unit area to approximately (610 000 wl] this is six times
the anticipated of oil which could be recovered by natural
depletion. Figure Ne. lustrates the increase in oll production which
can be expected from Daly Unit No. 4 under the present method of operation
compared with that expected from waterflooding the section 27 area. Figure
No. 4 shows the waterflood development which is required to realize the
increase in production. The increase in production represents extra income
for the Royalty Owners and the Working Interest Owners. Royalty Owners do
not contribute any money for the installation of the waterfilcod.

Waterflood implementation into the proposed Daly Unit No. 4 will be staged
(phased). Staged waterflood allows the Working Interest Owners the benefit
of gradually waterflooding a reservoilr during which time waterflood perform-
ance and oil production can be evaluated. Expansion of the waterflood will
therefore be more technically and economlically controlled. The first areas
proposed for waterflooding (Stage I) is the NE-1/4 of Section 27-9-28 WPM
and the SE-1/4 of Section 35-9-28 WPM. Section 27 was chosen as it
possesses the wells with the best productivity and the thickest oil zone.
An injection well will have to be drilled to permit water injection in this
area. Section 35 was also chosen for Stage I as it currently has an exist-
ing water disposal well which the Unit will use as a water injection well.
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The technique of waterflooding has been successfully employed in many fields
in Western Canada. A few examples of Chevron operated waterfloods in
Manitoba that have proven their value are North Virden Scallion Unit No. 1,
Virden-Roselea Unit Nos. 1, 2 and 3 and Daly Unit No. 3.

UNITIZATION

In order to implement the most efficient waterflood for the proposed Daly
Unit No. 4 area, it is necessary that this part of the Daly field be unit-
ized. Unitization is a method whereby all interests in an oil field are
merged and the reservoir is developed and operated as a single property.
Working Interest and Royalty Owners no longer recelve a portion of the pro-
duction from a specific well or group of wells but share in the Unit's total
production. They share in the Unit production on the basis of a participa-
tion formula agreed upon by the Working Interest Owners. It must be pointed
out that each Working Interest and Royalty Owner will share to the extent of
their participating interest until complete abandonment of the Unit, whether
their well or wells are producing, injecting, suspended, or abandoned.

Commonly used factors to determine partlicipation are oil production, o0il cut
and various oil-in-place factors. Each well's initial oil rate, current oil
rate, oll cut, and porosity-footage (used to calculate oil-in-place) repre-
sent the present and future worth of that well. These factors have been
combined in the following formula which the Working Interest Owners feel
represents the total value for each well and the fairest means of partici-
pating within this Unit:

Tract Participation Factor = (0.2 x current oil rate factor) + (0.2 x
current oil cut factor) + (0.3 x initial oil rate factor) + (0.3 x
porosity-metre factor).

Chevron Canada Resources Limited has been selected as Operator for the Unit.
Chevron has many years of experience operating waterfloods in Western
Canada.

A Unit Agreement will be developed which will set down the terms and condi-
tions of the Unit, the tract participation factors and the Working Interest
and Royalty Owners. This agreement must be signed by all Royalty and Work-
ing Interest Owners so that the unit may be formed.



ROYALTY OWNER ADDRESS LIST

PROPOSED DALY UNIT NO. 4

66529 Manitoba Ltd.

¢/o 4th Flr., 200 Portage Avenue

Winnipeg, Manitoba
R3C 3X2

Canada Permanent Trust Co.
c¢/o Canada Trust Company
Attention: Uil Royalty Dept.
505 - 3rd Street S.W.
Calgary, Alberta

T2P 3E6

John ‘Wesley Clarke

c/o Pitblado & Hoskin
Barristers & Solicitors

1900 One Lombard Place

Winnipeg, Manitoba

R3B 218

David Garth Gerrard
Box 276 .

Virden, Manitoba
ROM 2C0

Orma J. Gray

Box 1718

Virden, Manitoba
ROM 2CO0

Gerald B. Haskett
c/o Post Office
Cromer, Manitoba
ROM 0J0O

Henry George Kilford

c¢/o Pitblado & Hoskin
Barristers & Solicitors

1900 One Lombard Place

Winnipeg, Manitoba

R3B 2L8

Lowdon Resources Ltd.
401 -~ 3rd Avenue S.
Virden, Manitoba

ROM 2CO

Clifford Lowdon

520 Princess Street .
P.0. Box 1972
Virden, Manitoba

ROM 2C0

Georgina M. Lowdon
Box 1244

Virden, Manitoba
ROM 2CO

Stewart H. Lowdon
3208 Mchonald Avenue
Brandon, Manitoba
R7B 0B9

Manitoba Energy and Mines
555 - 330 Graham Avenue
Winnipeg, Manitoba

R3C 4E3

Richard T. Perry

¢/o Pitblado & Hoskin
Barristers & Solicitors

1900 One Lombard Place

Winnipeg, Manitoba

R3B 218

Harald Howard Shoemaker
P.0. Box 1076

Virden, Manitoba

ROM 2C0

University of Manitoba
Attention: Accounting Manager
Room 315, Administration Bldg.
Winnipeg, Manitoba

R3T 2N2

Marion Dolena Wilson
308 - 15th Street
Brandon, Manitoba
R7A 4V9

Cecil J. Williams
c/o Post Office
Virden, Manitoba
ROM 2CO

Alva May Williams
Box 235

Oak Lake, Manitoba
ROM 1P0
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o ron o
U Chevron Canada Resources Limited
v 500 - Fifth Avenue S.W., Calgary, Alberta T2P OL7

1986-10-29

JM Taylor
Coordinator

Unts & Joint Verlures
Producing Department

BY COURIER

Draft Unit Agreement
Daly Unit No. 4

Manitoba Energy and Mines
Petroleum Branch

555 — 330 Graham Avenue
Winnipeg, Manitoba

R3C 4E3

Attention: Mr. C. Moster
Gentlemen:

Chevron Canada Resources Limited, on behalf of the Working Interest Owners
of the proposed Daly Unit No. 4, submits two coples of the draft Uait Agree-
ment entitled "Unit Agreement - Daly Unit No. 4" for the Crown's pursual and
comment .

Successful unitization will permit the implementation of the waterflood
scheme as outlined in Chevron's application to the Manitoba 0Oil and Natural
Gas Congservation Board dated 1986-03-31 which is pending approval.

The initial unit size includes 50 oil wells producing from the Lodgepole "A"
formation in the Daly area. Home 0il Company Limited, as Operator of tracts
12, 13 and 14-27-9-28 W1M, has been invited to join the unit prior to the
effective date. As Home's acceptance has not been confirmed to date, these
tracts have not been included in this draft document. Two other tracts
operated by Chevron, 3-34 and 6-34-9-28 WIM, are awaiting confirmation of
production prior to entering the proposed unit.

The tract participations outlined in Exhibit "A" have been calculated using
the following formula approved by the Working Interest Owners:

Tract Participation Factor = (0.2 x current oil rate factor) + (0.2 x
current oil cut factor) + (0.3 x initial oil rate factor) + (0.3 x @ factor)

Attached for your information are the tables outlining the tract participa-
tion calculations.

The draft titles report is complete with review on-going.
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Early consideration and comments on this agreement would be appreciated in

order to effect the unit in a timely manner. We intend to initiate Royalty
Owner execution by 1986-12-01.

If you have any questions on this matter please call Ms. Rhonda Zygocki at
(403) 234-5026.

Yours very truly,

<

R. I. ZYGOCKI, Chairman
Operating Committee
Daly Unit No. 4

RIZ/db
Attach.

cc: All Working Interest Owners
Proposed Daly Unit No. 4
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