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A.

PRICING RATES AND TRANSPORTATION INFORMATION

For Pricing, Royalty Rates and Transportation Information for August 2009, refer to Attachments 1,
1A, 2, 2A and 3. These attachments are also available in Excel Format.

NOTICES

Operating Costs Subject to Recapture

The Potential Operating Cost Recapture report for the 2008 production year was issued in the June
2009 calendar month and continues to be issued monthly with the invoice. Operating costs are
recaptured from a royalty client who has volumes at a facility where they have no capital ownership
(as identified on the AC1, AC2 or AC3 submission) and no reported custom processing fees

(AC5). A royalty client who is not an owner at a facility, and does not pay custom processing fees,
is not entitled to the operating costs they received on a monthly basis. The operating costs subject
to recapture will be charged in the August 2009 billing period invoice issued in October 2009.

MONTHLY INFORMATION

Auqust 2009 Royalty Due November 30

e Royalty clients are to remit the total amount payable shown on the November 2009
Statement of Account by November 30, 2009. If the amount payable includes accrued current
period interest, the interest has only been accrued to the statement issue date. Clients must also
include the additional interest that has accrued from the statement issue date to the date of
payment, using the per diem amount provided.

e The November 2009 Statement of Account shows your amount payable as of the
Statement issue date. It includes any outstanding balances from your previous statement,
your August 2009 invoice amount and any applicable current period interest charges. It
also identifies refunds resulting from overpayments.

e Current period interest will not be charged on current invoice charges for the production month
of August 2009 if it is paid in full by November 30, 2009.

e Current period interest will accrue on any overdue charges commencing the first day after the
due-date until it is paid in full.

Note: If the due date falls on a non-business day, the next business day will apply as the
due date.

Cheques are payable to the Minister of Finance, Province of Alberta.
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September 2009 VA4 Due November 15

The VA4 forms for the production month of September 2009 are due in the department offices by
November 15, 2009.

Note: If the due date falls on a non-business day, the next business day will apply as the due
date for VA4 forms.

Reqistry Deadline Submissions
The Registry deadline submissions for SAF, OAF, and VVolumetrics are posted in the Petroleum
Reqistry of Alberta website “Reporting Calendars” under Bulletin Board.

Changes to this calendar will be posted on the Registry website home page in “Broadcast Messages.”

Interest Rate October 2009

Alberta Energy’s interest rate for October 2009 is 3.25%.

July Provisional Assessment Charge

The summary of Provisional Assessment Charges for all production periods in the
July 2009 billing period was:

First Time Provisional Reversals of Provisional Net Provisional
Assessment Assessments Assessment
$3,396,916.99 ($2,068,468.43) ($1,328,448.56)

July Penalty Charges

The penalty table below shows at the form level, the total penalty charges and reversals, for the July
2009 billing period:

FORM | Penalty Charges | Penalty Reversals | Net Penalty Charges
for 2009/07

AC2 $26,400 $400 $26,000
AC4 $3,200 $200 $3,000
AC5 $2,900 $0 $2,900
NGL1 $0 $0 $0
VA2 $0 $0 $0
VA3 $0 $0 $0
VA4 $900 $0 $900
Total $33,400 $600 $32,800
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Gas Royalty Calculation Support

Upon request, Gas Royalty Calculation staff will be available to meet with clients who need
assistance with royalty reporting. Royalty clients requiring assistance are encouraged to contact
your respective Gas Royalty Client Services portfolio representative, as identified in Section F of
this bulletin, to arrange a meeting.

Well Event Measured Depth Determination Letter

The department has issued a “Well Event Measured Depth Determination Letter” under the Report
Package DOE — Gas to facility operators via the PRA on October 1 and 13, 2009. This letter shows
the confirmed Measured Depth (MD) of each active well event that will be used to calculate The
Depth Factor (DF) of the quantity component rate under the new royalty formula. A well event that
is not listed on the letter and does not have a confirmed MD will receive a DF of 1. When the
changes to the MD are confirmed by the department, a letter is issued to a facility operator who
reports changes through the PRA to well event attributes affecting MD. All changes to the MD are
applied on a go forward basis only, if a retroactive change is required, a written request must be
submitted to the department. Facility operators are advised to submit well event attribute changes
by the last day of the calendar month in order for timely determination of MD.

D. INFRASTRUCTURE DATA CHANGES

Client ID Listing

The BA ldentifiers Report is a directory of Business Associate (BA) names, codes, status (e.g.
struck, active, amalgamated, etc.), status effective dates, and effective August 2004, includes
Working Interest Owner (WIO) role start/end dates.

This report is also published daily on the Petroleum Registry website at:

http://www.petroleumreqistry.gov.ab.ca

The department reminds Business Associates to review their WIO role to ensure that the start and
end dates are reflected correctly. If the BA does not have an active WIO role, the operators cannot
allocate volumes to the BA for the relevant production periods through the SAF/OAF allocations.

e |fa BA has a WIO role, then that BA can receive SAF/OAF allocations from the WIO role start
date forward.

e IfaBA hasaWIO role with an end date, then they can only receive SAF/OAF allocations from
the WIO role start date until the end date. Any SAF/OAF allocations after the end date will be
rejected.

e |f a BA does not have a WIO role start date, then that BA cannot receive SAF/OAF allocations.

Please contact Client Registry at 780-422-1395 if you have any questions regarding the information
supplied on this listing.
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Client Status Changes

Clients must ensure that all royalty documents are completed using only valid client names and IDs.
It is critical that royalty clients use current legal client names and their appropriate IDs on all
documents to ensure accurate royalty calculation and to prevent provisional assessment and
penalties. Rejects will occur when invalid IDs are used.

If you require information regarding client names or IDs, please contact Client Registry at
780-422-1395.

Nova Tolls - Multiple Gas Reference Prices

Royalty information related to the implementation of the Factor Model negotiated with industry for
determining Multiple Gas Valuation Prices is provided on the Natural Gas website’s Royalty
Related Information page under Facility Royalty Trigger Factors and Meter Station Ties.

E. REMINDERS

Statutory Requirement and Recalculation of 2005 Royalty

A production year becomes statute barred on December 31st, four years after the end of a
production year. Once a year has become statute barred, calculation or recalculation of royalty does
not occur on a monthly basis. Section 38 of the Mines and Minerals Act provides for recalculation
of royalty that can be initiated in two ways:

1. On the department’s initiative in conjunction with an audit or examination; or
2. At the request of a royalty payer.

Audits in Progress

Non-operator partners are advised that certain 2005 allowable costs, custom processing fees, capital
costs and custom processing adjustment factor (CPAF), and reporting discrepancy audits are
currently in progress. It is anticipated that these audits may be completed before December 31,
2009. However, should circumstances require that these audits be completed in 2010, a list of the
affected ERCB facilities will be included in the December 2009 Information Bulletin. Royalty
clients are also reminded that amendments received by the department in the fourth year following
the production year may be subject to audit. If the amendments are received late in the fourth year
and insufficient time is available for the department to commence a review of the amendments prior
to the end of the year, the department reserves the right to commence the audit at the beginning of
the fifth year.

If you have any questions, please contact Kris Pretty of the Compliance & Assurance group at
(403) 297-8785.

Industry Recalculation of 2005 Royalty
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Industry initiated royalty recalculation requests for the 2005 production year must be submitted in
writing to the attention of Wayne Taljit, Manager of Gas Royalty Client Services. This request must
be received by the department on, or before, December 31, 2009 and it must include the following:

Identification of the recalculation facility or facilities;

The reason for the recalculation;

An order of magnitude estimate, i.e. the approximate amount of the royalty impact;
Identification of the royalty clients that may be impacted by the request;

The time lines for recalculation preparation and submission to the Crown including a reasonable
time for the Crown to review the submission; and

e Confirmation that the affected partner(s) have been notified.

If you have any questions regarding this process please contact your Gas Royalty Client Services
portfolio representative as identified in Section F of this bulletin.

Incorporating Greenhouse Gas (GHG) Emission Compliance Costs into
Natural Gas Royalty Regime

As announced in the Information Letter 2009-25, Alberta Environment introduced the Specified
Gas Emitters Regulation (SGER) in July 2007, to meet compliance requirements for the reduction
of greenhouse gas emissions. The SGER provides industry with the following options to meet
compliance requirements:

e Implementing capital projects or improving facility operations

e Purchasing emission offsets

e Purchasing or selling performance debits/credits

e Purchasing Climate Change & Emissions Management Fund (the Fund) credits.

Effective July 1, 2007, the department will recognize capital costs, operating costs, and custom
processing fees resulting from compliance with the SGER, provided the costs are incurred and paid
in Alberta, as allowable costs for Crown royalty purposes. The Crown will recognize the costs
incurred from purchasing Alberta based emission offsets, performance debits/credits and the Fund
credits as allowable costs. The Crown will also share proportionately in any revenue earned from
the sale of performance credits. Any penalties levied for non-compliance under Section 28 of
Alberta Environment’s SGER are not deemed as allowable costs.

As the breakdown in custom processing and capital costs is not always transparent, or it may be
difficult for royalty clients to identify costs associated with GHG emission compliance costs, these
costs may not be distinguished in the reporting of capital cost and custom processing fee
allowances. Facility operators/designated royalty clients may have already claimed these costs, but
if not, cost forms should be amended to include costs where necessary.

A breakdown in the reporting of operating costs is required. The operators must identify the
operating costs associated with GHG emission compliance costs for Crown royalty purposes.

The royalty treatment of GHG emission compliance costs will be similar to other allowable costs:
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e Deducted only by way of reductions from royalty compensation owing to the Crown for natural
gas and gas products royalty

e May not exceed the total royalty compensation otherwise owed to the Crown for natural gas and
gas products royalty for that year

e Allowable costs, which are not recovered in that year, may not be carried forward to a
subsequent year

e Subject to audit

Reporting of Operating Costs for Production Years 2007 and 2008
(Reporting for periods covered by Natural Gas Royalty Regulation, 2002)

The current Allowable Operating Cost form for Production Year 2004 and Onwards (AC4-V2) does
not allow a client to report GHG emission compliance costs separately from other allowable
operating costs. In an effort to minimize system and form enhancements, the operating costs
associated with purchasing emission offsets, performance debits/credits, or the Fund credits, are not
to be reported on the AC4-V2 for production years 2007 and 2008.

In order to claim these operating costs, the operator of an ERCB facility required under the SGER
to reduce GHG emissions, or the operator of an ERCB facility that has sold a performance credit to
a facility to assist in compliance obligations, must submit a letter to the department, with supporting
documentation. GHG emission compliance costs are to be claimed at an ERCB facility level. If
applicable, facility operators must include the percentage of operating costs that is to be allocated to
each working interest owner or designated royalty client.

Requests should be forwarded to the following address, before a production year becomes statute
barred.

Attention:  Wayne Taljit, Manager, Client Services
Gas Royalty Calculation
8" Floor NPP
9945-108 Street
Edmonton, AB T5K 2G6

Once the department has completed its review, an amendment will be processed. It will be
reflected as a Financial and VVolumetric adjustment on the facility operator’s invoice. It is the
operator’s responsibility to allocate the credit amongst the working interest owners. An allowable
cost restriction will apply if the Crown share of allowable cost deduction exceeds the total royalty
compensation owed to the Crown by the royalty client. This restriction will be manually applied at
the Working Interest Owner level. The department will monitor this adjustment until the
production year becomes statute barred.

Reporting of Operating Costs effective Production Year 2009
(Reporting for periods covered by Natural Gas Royalty Regulation, 2009)

A separate line item will be included on the Capital and Operating Cost Allowance form
(AC2-V4) to capture GHG emission compliance costs. These costs should be reported separately
from the other allowable operating costs as they are not subject to overhead and working capital.
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F.

POINTS OF CONTACT

Petroleum Reqistry of Alberta

The Petroleum Registry of Alberta Service Desk is the focal point for communications with the
Registry regarding preparations for, access to, or utilization of the Registry. To contact the

Petroleum Registry of Alberta Service Desk call: 1-800-992-1144.

Alberta Energy Internet

Prices, Royalty Rates and Transportation Information are available on the Alberta Energy Internet
address: www.energy.alberta.ca, from “Our Business”, navigate to “Natural Gas”, “About Natural
Gas”, “Prices”, “Alberta Natural Gas Reference Price (ARP)”.

In addition, both the Gas Royalty Information Bulletins and Information Letters are also available
under “Our Business”, navigate to “Natural Gas”, “Legislation, Guidelines & Policies”.

Gas Royalty Client Services

Gas Royalty Client Services is structured as a Business Associate client portfolio system, which
assigns a given Business Associate to one of four Client Services teams. Listed below is the
portfolio breakdown along with Client Services Team Leads and phone numbers. The portfolios are
divided by company name and not by BA ID.

Example: If your company name is the “Gas Company” you would call C — G team at
780-644-1202.

Business Associate Flisgins RLlestr sl (=l Team Lead
Address
. 780-644-1201
Numbered companies, A, B & L Todd Atwood
GRCST1@gov.ab.ca
780-644-1202 . .
C-G Lily Hiew
GRCST2@qgov.ab.ca
780-644-1203 L
H - P (excluding L) Chris Nixon
GRCST3@gov.ab.ca
780-644-1204 . .
Q-Z Jyoti Bhambhani
GRCST4@gov.ab.ca
Gas Royalty Reception: 780-422-8727
Fax: 780-427-3334 or 780-422-8732
Alberta Toll Free: 780-310-0000








