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A.

PRICING RATES AND TRANSPORTATION INFORMATION

For Pricing, Royalty Rates and Transportation Information for October 2002, refer to
Attachments 1, 1A, 2, 2A, and 3.

NOTICES

Revised Registry Heat Ranges

The Department has updated the Registry ISC Heat Ranges table included in the town hall
training sessions as part of the Alberta Natural Gas Liquids Royalty (NGL) Framework Change.
ISC heat range reporting will be monitored by the Department over the next few months and
additional changes or updates may occur. The updated table is included in Attachment 4.

Well Groups

For production periods October 2002 and beyond, well group reporting in the Registry is only
applicable for ‘non-consolidated’ well groups (projects, blocks, non-unit gas, non-unit oil, non-
unit spacing, joint operating agreements). For production periods prior to October 2002, these
entities are reported on the Owner Activity Statement (OAS) with a letter ‘A’ preceding the well
group number — e.g. AB WG A12345.

For Registry reporting, the ‘A’ must be removed such that the reporting would look like:
AB WG 12345. A complete listing of non-consolidated well groups is now available on the
Department’s Internet site at:

www.energy.gov.ab.ca

Remaining Useful Life (RUL) Form

Information Letter (IL) 2002-17 indicates that in cases where the estimated useful life of a new
or existing Facility Cost Centre is less than 10 years, royalty clients must file supporting
documentation with their Facility Cost Centre Setup/Change (AC1) application.

In cases where the estimated useful life of a new or existing Facility Cost Centre is greater than
10 years, royalty clients are expected to retain supporting documentation and submit it for review
at the Department’s request.

This supporting documentation, required by the Department, in cases where the estimated useful
life was either greater or less than 10 years, had to include information that was certified by an
accredited engineer. This requirement has not changed and the Department reserves the right to
request backup for any changes to the RUL. However, we have introduced a new form,
“Remaining Useful Life (RUL) Form”, which replaces the engineer’s report. Our engineers have
helped us create this form to ensure that all the backup information provided by industry is
consistent. Please refer to Attachment 6 for a copy of this form.

If you have any questions, please contact the Client Services Help Desk at (780) 427-2962.



http://www.energy.gov.ab.ca/NaturalGas/743.asp
http://inform.energy.gov.ab.ca/il/Documents/Published/IL-2002-17.PDF
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Alberta Natural Gas and Natural Gas Liquids Royalty (NGL) Framework
Change

The Department's Information Letter 2002-19 and Gas Royalty Calculation June Information
Bulletn, 02-06A4 introduced the Alberta Natural Gas and Natural Gas Liquids (NGL) Royalty
Framework Change. This change initiative is effective with October 2002 production, along
with the implementation of the Petroleum Registry of Alberta (the Registry). Refer to the Gas
Royalty Calculation June Information Bulletin, 02-06A4 for information on the Registry.

As indicated in the July 2002 Information Bulletin 02-07, under the Natural Gas and NGL
Royalty Framework Change, the Department calculates the gas royalty rate at the facility level.
This Facility Average Royalty Rate (FARR%) is the weighted average royalty rate based on the
In-Stream Components (ISC) content within the royalty-triggered gas.

Gas Royalty Rate (GR%)

GR% = MiR%(MiQ)+ ER%(EiQ)+ PR%(PiQ)+ BR%(BiQ)+ PPR%(PPiQ)
MiQ + EiQ + PiQ + BiQ+ PPiQ

Where:

GR% = Crown royalty rate for Gas
MiR%* = Royalty rate for Methane ISC
ER%* = Royalty rate for Ethane
PR%* = Royalty rate for Propane
BR%* = Royalty rate for Butanes
PPR%* = Royalty rate for Pentanes Plus

MiQ = Quantities of Methane ISC contained in the gas

EiQ = Quantities of Ethane ISC contained in the gas

PiQ = Quantities of Propane ISC contained in the gas

BiQ = Quantities of Butanes ISC contained in the gas
PPiQ = Quantities of Pentanes Plus ISC contained in the gas

* The royalty formulas for Methane ISC, Ethane, Propane, Butanes and Pentanes Plus are
described below.

Methane ISC (C1-IC) Royalty Rate (MiR %)

MiR% = 15(SP) + 40(PP-SP)
PP

Where:

MiR% = Crown royalty rate for Methane ISC

SP = New Methane ISC Select Price or Old Methane ISC Select Price for the year
containing the production month, according to whether the gas is new gas or old
gas, respectively

PP = Methane ISC Par Price prescribed for the production month

The minimum Crown royalty rate for New or Old Methane ISC is 15%.
The maximum Crown royalty rate for New Methane ISC is 30% and Old Methane ISC is 35%.



http://inform.energy.gov.ab.ca/il/Documents/Published/IL-2002-19.PDF
http://www.energy.gov.ab.ca/NaturalGas/BUL_2002-2003/IB2002-06-A.pdf
http://www.energy.gov.ab.ca/NaturalGas/BUL_2002-2003/IB2002-07.pdf
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Ethane (C2) Royalty Rate (ER%)

ER% = 15(SP) + 40(PP-SP)
PP

Where:

R% = Crown royalty rate for Ethane

SP = New Ethane Select Price or Old Ethane Select Price for the year containing the
production month, according to whether the ethane is new ethane or old ethane,
respectively

PP = Ethane Par Price for the production month

The minimum Crown royalty rate for New or Old Ethane is 15%.
The maximum Crown royalty rate for New Ethane is 30% and Old Ethane is 35%.

Propane (C3) Royalty Rate (PR%)

PR% = 15(SP) + 40(PP-SP)
PP

Where:

R% = Crown royalty rate for Propane

SP = Propane Select Price for the year in which the production month occurs
PP = Propane Par Price for the production month

The minimum Crown royalty rate for Propane is 15%.
The maximum Crown royalty rate for Propane is 30%.

Butanes (C4) Royalty Rate (BR%)

BR% = 15(SP) + 40(PP-SP)
PP

Where:

BR% = Crown royalty rate for Butanes

SP = Butanes Select Price for the year in which the production month occurs
PP = Butanes Par Price for the production month

The minimum Crown royalty rate for Butanes is 15%.
The maximum Crown royalty rate for Butanes is 30%.

Pentanes Plus (C5) Royalty Rate (PPR%)

PPR% = 22(SP) + RF(PP-SP)
PP

Where:

PPR% = Crown royalty rate for Pentanes Plus

SP = Pentanes Plus Select Price for the year in which the production month occurs

RF = New Pentanes Plus royalty factor or Old Pentanes Plus royalty factor for the year
in which the production month occurs, according to whether the pentanes plus are
new pentanes plus or old pentanes plus

PP = Pentanes Plus Par Price for the production month

The minimum Crown royalty rate for New or Old Pentanes Plus is 22%.
The maximum Crown royalty rate for New Pentanes Plus is 35% and Old Pentanes Plus is 50%.
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Par Price Definitions:

Product Par Price Definition

Methane ISC Par Price Previous production month’s Methane ISC Reference Price

Ethane Par Price Previous production month’s Ethane ISC Reference Price

Propane Par Price Previous production month’s Propane ISC Reference Price

Butanes Par Price Previous production month’s Butanes ISC Reference Price

Pentanes Plus Par Price Previous production month’s Pentanes Plus Reference Price less Previous
production month’s Weighted Average Transportation Allowance for Spec
Pentanes plus

Notes on Methane ISC, Ethane, Propane and Butanes Select Prices

= The Select Price for Methane ISC, Ethane, Propane and Butanes is a $/gj price.

=  The Old/New Methane ISC Select Prices and Old/New Ethane Select Prices are the same.
= The Propane and Butanes Select Prices are the same as the New Methane ISC Select Price.

Notes on Pentanes Plus Select Prices

= The Pentanes Plus Select Price is different from the Methane ISC, Ethane, Propane and
Butanes Select Prices.

= The Pentanes Plus Select Price is a $/m’ price.

Update - 1998 Audits in Progress

In accordance with statutory requirements and royalty recalculation guidelines as documented in
Information Letter 97-25, non-operator partners are advised that certain 1998 capital cost and
custom processing adjustment factor (CPAF) and reporting discrepancy audits are currently in
progress. Completion of the audits and royalty recalculations/assessments, if required, will occur
in 2003. For a complete listing of the affected EUB Facilities, refer to Attachment 16.

Clients are also reminded that in accordance with Information Letter 97-25, 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 Chris Lawton of the Compliance & Assurance group at
(403) 297-6746.

Alberta Energy — Gas Royalty Calculation Calendar

A calendar for the year 2003 is enclosed for industry use. It shows important filing dates for
clients required to meet Gas Royalty processing cut-offs.
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C. MONTHLY INFORMATION
October 2002 Royalty Due January 31

¢ Royalty clients are to remit the total amount payable shown on the January 2003
Statement of Account by January 31, 2003. 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 January 2003 Statement of Account shows your amount payable as of the
Statement issue date. It includes any outstanding balances from your previous
statement, your October 2002 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 October 2002 if it is paid in full by January 31, 2003.

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, payments will be accepted on the next
business day.

Cheques are payable to the Minister of Finance, Province of Alberta.

November 2002 VA4 Due January 15

The VA4 documents for the production month of November 2002 are due in the Department
offices by January 15, 2003.

NOTE:

e Ifthe due date (15™) falls on a non-business day, the next business day will apply as the due
date for VA4 documents.

November 2002 Production Reporting

November 2002, and subsequent production reporting is submitted through the Registry. The
deadline for submission of SAF, OAF, and Volumetrics is posted in the Registry Reporting
Calendar at:

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

Changes to this calendar will be posted on the Registry web site home page in Broadcast
Messages.



http://www.petroleumregistry.gov.ab.ca/PR49.asp
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Interest Rate December 2002

The Department of Energy’s interest rate for December 2002 is 5.50%.

September Provisional Assessment Charge

The net Provisional Assessment Charge for the September 2002 billing period was
($44,428,261.75). This includes $44,925,789.24 in first time provisional assessments and
($89,354,050.99) in reversals of provisional assessments for all production periods.

September Penalty Charges

The following are the Penalty Charges by form type for the September 2002 billing period:

FORM Penalties Charged
AC2 $46,300
AC4 $3,000
ACS $20,800
GR2 $0
NGL1 $0

VA2 $2,000
VA3 $0

VA4 $0
Total Charged $69,400
Total Reversed ($8,000)
Net Penalties Charged for 2002/09 $61,400

Alberta Royalty Tax Credit Program Quarterly Rate

For the fourth quarter of 2002, the Alberta Royalty Tax Credit rate will be .2500. This rate is
based on a royalty tax credit reference price of $270.88 per cubic metre. The Alberta Royalty
Tax Credit rates for the past year were:

Third Quarter, 2002 2500
Second Quarter, 2002 2500
First Quarter, 2002 2500
Fourth Quarter, 2001 2500

If you have any questions, please contact Kent Nelson of Tax Services at (780) 427-9425,
ext 250.

D. INFRASTRUCTURE DATA CHANGES

Client ID Listing

The Client ID listing can be found on the Internet at the following address:

www.energy.gov.ab.ca



http://www.energy.gov.ab.ca/NaturalGas/743.asp
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The listing, which is updated monthly for active clients, also includes clients who are inactive,
struck, or terminated since January 1997.

Please note the Client ID listing (Post Registry) corresponds with the implementation of the
Registry. For effective dates of active and amalgamated clients prior to September 1, 2002,
please refer to the Client ID listing (Pre Registry).

If you require information before January 1997 regarding the status of a Client ID, please call the

Gas Royalty Client Services Helpdesk at (780) 427-2962. The Department would like to remind
those browsing the site to note the effective and termination dates of the Client IDs.

Projects/Blocks

Projects/Blocks information will be updated in the January 2003 Information Bulletin. If
further information is required on any other projects, please contact Isabelle Warwa at (780)
422-8966.

Struck Clients

Clients must ensure that the OAS and all other 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.

The following is a list of struck clients:

Company Name Client ID Struck Date

NEW DAWN (1993) LTD 0K4P November 1, 2002
MAXWELL OIL & GAS LTD ORN7 November 1, 2002
GOLDEN TREND PETROLEUM LTD 0TP9 November 1, 2002
CE3 TECHNOLOGIES INC 0ZM9 November 1, 2002
MATRIX OIL & GAS ENGINEERING LTD 0YK5 November 1, 2002
KL JENERGY LTD 0A3B November 1, 2002
PENTAGON ENGINEERING INC 0zz7 November 1, 2002

Operator Changes

EUB Facility Operator changes will be updated in the January 2003 Information Bulletin.

New EUB Plants

New EUB plants and corresponding plant types and transportation regions are listed in
Attachment 5.
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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 Department Internet site at:

www.energy.gov.ab.ca

E. REMINDERS

Office Closures — Christmas Period

All Department of Energy offices will be closed from Wednesday, December 25, 2002 to Friday,
December 27, 2002 inclusive. Our offices are also closed on Wednesday, January 1, 2003.

Close-out for Operations

Production Year 2000

As prescribed by the Natural Gas Royalty Regulation, 1994, royalty clients are required to file
accurate and timely information within specified time frames for a production month or
production year. Inherent in the business of gas production is the frequent adjustment and
balancing of reported volumes and distribution of costs. These adjustments result in retroactive
processing of industry submitted royalty documents to accurately reflect volumetric ownership
and ensure appropriate distribution of costs. To contain the extent of retroactive processing and
to facilitate the completion of audits within the legislated time frames, an operational close-out
process has been established. Normally two years after the end of a production year, that
production year is operationally closed. When a production year is operationally closed, the
Mineral Revenues Information System (MRIS) will reject any royalty document submitted for a
closed-out production year after the established close-out dates, unless written authorization is
granted by the Department.

Facility operators and owners must ensure that correcting documents required to clear
unreconciled volumetric discrepancies and to amend the distribution of costs for the closed-out
production year are submitted prior to the close-out dates. Facility operators and owners are
encouraged to review the following reports produced by the Department to focus on facilities that
require immediate attention prior to close-out:

e Rejection Notices

e Reconciliation Summary Report

e Reconciliation Detail Letters

e Annual Reports

e Reconcile Statement of Account Balances

e Operating Cost Deduction at Facilities with No Capital Ownership or Custom
Processing Fees

The close-out dates are as follows for the production year of 2000:



http://www.energy.gov.ab.ca/NaturalGas/1141.asp
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Production Year Primary Documents Secondary Documents
Close-Out Date Close-Out Date
January 15, 2003 March 17, 2003

Note: There are only two secondary documents: the Reassignment of Volumes Set
Up/Change (RMF2) and the Annual Capital Cost Allowance Reallocation (AC3). All
others are primary documents.

Should circumstances warrant the amending of documents for a closed-out year, the Department
must receive a YECO form, or a written request to open the year. The YECO form is an alternative
to the formal written request. A written request must include the following detailed information:

1. Specific reason for processing documents after operational close-out.
2. List of document types being amended (i.e. OAS, RMF2, AC2).
3. Affected facilities and/or stream IDs (i.e. Gas plant code, facility cost centre code,
well event).
4. Copy of letter from the operator to affected partner(s) advising of completion of rework.
5. Estimated dollar impact.
6. Paper copies of the document(s) to be processed.

Operators and owners must ensure that submitted documents meet MRIS edit criteria.
Documents that do not meet MRIS edit criteria will be rejected and the client will be notified by
a rejection notice. Royalty documents that meet MRIS edit criteria will be processed and will be
subject, where applicable, to the following:
e Provisional Assessments
e Recalculation of Royalty
e Interest Calculations
e Re-calculation of Allowable Costs, including the Corporate Effective Royalty Rate (CERR).

Where applicable, results of the processed documents will be reflected in the Crown Royalty
Detail Statement, Invoice, and Statement of Account.

YECO forms or written requests together with the applicable royalty documents must be
submitted to:

Gas Royalty Calculation Client Services Help Desk
8th Floor, North Petroleum Plaza

9945- 108 Street

Edmonton, Alberta TSK 2G6

Commercial Storage Scheme Reporting

Effective with the implementation of the Registry (production period October 2002), volumetric
activities are no longer reported on the Owner Activity Statement (OAS). Instead, the volumetric
stream and owner allocation are reported in the Volumetrics, Stream Allocation Factors (SAF)
and Owner Allocation Factors (OAF) submissions in the Registry.

The volumetric activity reported on the SAF and OAF does not meet all the reporting
requirements for Commercial Storage activity. Consequently, Gas Royalty Calculation has

10



INFORMATION BULLETIN — December 2002

developed the “Commercial Storage Activity Report” to be completed monthly by the
Owner/Operator of Commercial Storage Facilities, commencing October 2002 production month.

Completed Commercial Storage Activity Reports are to be received by the Department on or
before the 15th day of the second month following the production month. For a copy of the
Commercial Storage Activity Report, refer to Attachment 17.

Should you have any questions or concerns, please contact Joey Dennis at (780) 422 9260 or
Michaelann Russell at (780) 422 9265.

Clarification of Services Available on ETS After Registry Implementation

Please note that the October 2002 Information Bulletin stated AC2 & AC4 Submissions
"Verification reports will remain on ETS”. The ETS verification report lists the file received and
the number of forms that ETS has successfully processed. Output files created from ETS
submission are all directed to the Registry. Revalidation, turnaround and rejection notices on
ETS all say, "Your output has been delivered to the Registry".

Natural Gas Royalty Regulation, 2002

On October 22, 2002, the amended version of the Natural Gas Royalty Regulation was passed by
Order in Council. This authorizes the royalty changes for natural gas liquid (NGL) products and
for gas commencing with the production in October 2002.

The royalty changes apply to the NGLs ethane, propane and butanes and to gas so that the gas
royalty recognizes the NGL components that remain in the gas stream (in stream components). In
June 2002 the Department published Information Letter 2002-19 and Information Bulletin 02-
06A that describe these royalty changes.

Non-operating Royalty Payers

(Companies and individuals who are not operators of facilities, but do currently receive
information from industry partners, or invoices, statements and other correspondence from the
Department of Energy are being referred to as “Non-operating Royalty Payers” by the
Petroleum Registry of Alberta)

Registry is Live

There are a number of actions all stakeholders must complete before they can use the Registry.
The first is to get your 4-character Business Associate (BA) Code. If you currently have a 7-digit
Department of Energy (DOE) Royalty Client code, you have been issued a new 4-character BA
Code. If you have not received your new 4-character ID, contact the DOE’s Client Registry
(780-422-1395) immediately.

In addition to having a BA ID, all users of the Registry must have a BA User Security
Administrator (USA) ID and password. Contact the DOE Client Registry (780-422-1395) and
they will assist with a valid BA code, obtaining a BA USA and passwords.

The Registry has undertaken many activities to ensure all stakeholders have the knowledge
required to use the Registry. Specific non-operating royalty payer training modules have been

11
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designed to address the special needs of this stakeholder group. The modules are for use “free of
charge”. To gain access to these modules, go to the Training area of the Registry web site and
follow the instructions under the Online Industry Training link.

Note: users need an Internet Explorer browser of 5.5 or higher in order to access Registry training.

While use of the Registry by non-operating royalty payers is optional for DOE and EUB invoice
and statement retrieval, your invoices and statements will automatically be securely stored on the
Registry, and you will continue to receive paper copies as well. However, you can elect to use
the Registry exclusively (no more paper). To learn more about this election, call the DOE Client
Registry.

Even if you choose not to use the Registry, all non-operating royalty payers should contact their
operating partners to see how they plan to use the Registry. A key non-regulated, industry-to-
industry component of the Registry is the ability to conduct partner reporting “on-line”. Many
operators will look to their non-operating partners to retrieve their partner reports on-line through
the Registry. It would be beneficial to discuss this matter with your operating partner as soon as
possible.

If you have any questions about the use of the Registry, please contact the Registry Service Desk
at (403) 297-6111 (in Calgary) 1-800-992-1144 (other locations).

MRIS Was Not Available from October 15, 2002 to November 1, 2002

Due to the August 2002 billing period invoice run activities and the MRIS/Registry Migration,
MRIS was not available from October 15, 2002 to November 1, 2002 inclusive. Royalty clients
are advised that documents submitted in paper format to the Department during this period were
not keyed or processed. ETS clients who submitted documents electronically had the data
accepted through ETS but it was not processed.

This affected the Department’s 10-day turnaround time in issuing document rejection notices to
royalty clients, thus resulting in potential penalty reversals. Therefore, royalty clients who receive
a reject letter dated beyond the 10 business days (for documents sent to the Department within
this period only), must submit the corrected documents and a letter requesting a penalty reversal
within 60 days from the date of the reject letter in order for a penalty reversal to be considered.

Services Available on ETS After Registry Implementation

The following is a list of services that will be available through ETS.

Submissions/Searches

Land and Mineral Searches

Alta Title Searches

Gas Royalty Forms (AC2, AC4, PPL)*

Natural Gas Forms (APMC 600)

Gas Transmission Forms (Third Party)

Mainline Straddle Plant Allocation Statement (APMC — 700)
Pipeline In-Stream Component Report

12
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e NGL 100 Form
e Debit Remittance for Royalty
e Monthly Statement Auto Debit Increase

Dissemination
e Monthly Rental & Mineral Rental Statements
e Mineral Tax

Subscriptions/Tape Information

e Daily/Monthly Mineral Industry

¢ Daily/Monthly Mineral Well Spacing
e Daily/Monthly Encumbrance

*AC2 & AC4 Submissions
Verification reports will remain on ETS.

RMF3 Working Interest Ownership (WI0) Revalidation Notice

Records created by an RMF3 WIO submission can be modified or rejected by our revalidation
process. Revalidation occurs due to retroactive changes to infrastructure records, such as
production entities (PE) or Crown interest (CI%). This may cause previous royalty calculations
to be reversed and recalculated.

The notice will identify the original RMF3 Submitter, Stream Id, Effective date, and Termination
date and will be sent to all working interest owners. The notice will advise that:

a) The RMF3-WIO for Well Event [ Id #] has been deleted as the well event has been tied to
PE [###] as of [date range], or

b) The effective date range of the RMF3-WIO for Well Event [ Id #] has been modified to
[date] as the well event has been tied to PE [ ###] as of [date range], or

c¢) RMF3-WIO has been deleted for the Production Entity [###] due to a change in Gas CI%
[###], as of [date] the Gas CI% has been modified.

If you have any questions about a notice that you receive, please contact Gas Royalty Client
Services Help Desk (780) 427-2962.

Business Associate (BA)

If you currently have a 4-character EUB operator code
This is your Registry BA ID.

If you previously had a 7-digit DOE Royalty Client code

You have been issued a new 4-character BA Identifier. The complete table of all converted 7-
digit client IDs to the new standardized 4-character BA Identifier is available at
www.energy.gov.ab.ca or in the Reference Material section in the

Documents area of the Registry web site (www.petroleumregistry.gov.ab.ca).
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Please ensure that only one 4-character Business Associate (BA) ID is assigned to you or your
company. If multiple 4-character BA ID codes are found, please contact Client Registry at
(780) 422-1395 to resolve.

If you do not have a 4-character EUB operator code or a 7-digit DOE Royalty Client code:

Registry BA ID Request

Companies and/or individuals can use the Registry to request a 4-character BA identifier. To
request a BA ID complete and submit an application form via the Registry, use the
“Apply for Access” link, on the Registry web site home page
(www.petroleumregistry.gov.ab.ca). As well as applying for a BA, this form also asks that you
appoint a User Security Administrator (USA). Stakeholders must also mail in a letter (with an
authorized signature within 7 days of applying for the BA ID) requesting the new identifier to the
Department of Energy “Client Registry” group. Once a company/individual is validated for use
of the Registry, a BA ID will be issued to them. When this occurs, the USA will be phoned and
given a BA USA ID and password. See Set-up BA User Security Administrator (Post Registry
Implementation) section of this document for further information on the set-up of a BA User
Administrator.

Written BA ID Request

Clients without access to the Registry can submit a written request (see Attachment 10: Sample
BA ID Request Letter from BA to Client Registry) for a 4-character identifier to the DOE’s
“Client Registry” group. As well as applying for a BA, the sample BA ID request letter also asks
that you appoint a User Security Administrator (USA). Stakeholders must also mail in a letter
(with an authorized signature — see Attachment 7: Sample BA USA Authorization Letter from
BA to Client Registry) requesting the new identifier to the Department of Energy “Client
Registry” group. Once a company/individual is validated for use of the Registry, a BA ID will be
issued to them. When this occurs, the USA will be contacted and given a BA USA ID and
password. See Set-up BA User Security Administrator (Post Registry Implementation) section of
this document for further information on the set-up of a BA User Administrator.

Note 1: When specifying the BA role(s) that you require in your BA ID Request Letter from
BA to Client Registry, please see Attachment 9: Business Associate Roles in the
Registry for a detailed listing of all possible BA roles.

Note 2: If you wish to become an Energy and Utilities Board (EUB) Licence Holder and have
indicated an abbreviated BA Name in your BA ID request letter, please contact the
EUB to complete the EUB Licence Holder Request procedure.

Written request for a BA ID should be sent to:

Alberta Department of Energy
Client Registry

9945 108 Street, 3rd Floor
Edmonton, Alberta

T5K 2G6

Fax: 780-422-9522

To obtain more information about securing a new BA code, please contact the Client Registry
group at (780) 422-1395.
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Set-up BA User Security Administrator (Post Registry Implementation)
In order to access the Registry, along with a BA ID, each BA must also obtain a BA User
Security Administrator (USA) ID and password.

Note that only those individuals who have a legitimate business reason for using the Petroleum
Registry of Alberta (Registry) will be issued the User Security Administrator (USA) ID, which
will allow them access to public and secure data in the Registry. BAs are only able to view
public data and their own secure information on the system. BAs will not have access to non-
public information provided by other BAs. All public information from the Registry can be
obtained from existing Ministry of Energy sources, either on the DOE or EUB web sites or via
EUB’s Data Dissemination program.

A guiding principle of the Registry is that “the data must be secure”. To ensure that only
authorized individuals receive access to secure data on the database, a comprehensive security
system has been created to protect the confidentiality and availability of Registry data. Users
must have proper authority to submit and access data. (See “Registry Security Overview” on the
Registry web site for more details on Registry security design and operations).

A key component of the Registry’s application security is the role of User Security Administrator
(USA). Each company or individual, known as a Business Associate (BA), who requires access
to the Registry, must assign an individual to perform the role of USA for his or her company.
The USA has the responsibility for setting up and managing security for all users of the Registry
for that BA.

All stakeholders with a valid BA ID were also assigned a BA USA ID and password at
implementation. To obtain this information, contact the Department of Energy’s “Client
Registry” at (780) 422-1395. You will be instructed on what steps must be taken to access your
BA USA ID and password.

BA USA Set-up Process— Post Registry Implementation (October 31, 2002)

Regardless of whether you are applying for a 4-character EUB Operator code or if you have a
code but do not have a BA USA, use the following procedure to request a BA USA ID and
Password for use on the Registry:

1. Prepare a BA USA Authorization Letter (see Attachment 7) on Corporate letterhead, if
available, signed by an authorized person, identifying the BA’s User Security Administrator
(BA USA)

Note: Client Registry must receive the BA USA Authorization Letter within 7 days of the
BA User Security Administrator Information change(s) being submitted either on the
Registry or in writing. If the BA USA Authorization Letter is not received within 7
days, the BA USA Request will be rejected.

Please send BA USA Authorization Letter to:
Alberta Department of Energy
Client Registry
9945 108 Street, 3rd Floor
Edmonton, Alberta
T5K 2G6
Fax: 780-422-9522
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2. Ifyou are applying for a 4-character EUB Operator Code, ensure that the BA User Security

administrator and, if applicable, the Back-up BA User Security Administrator information are

included in your Registry or written BA ID request (see Attachment 10 for BA ID Request

Letter).

3. Ifyou already have a 4-character EUB Operator Code and you are applying for a BA USA
ID and password, please send BA USA Information letter (see Attachment 8 for BA USA

Information letter) to Client Registry.

Please send BA USA Information Letter to:

Alberta Department of Energy
Client Registry

9945 108 Street, 3rd Floor
Edmonton, Alberta

T5K 2G6

Fax: 780-422-9522

To obtain more information about requesting access to the Registry and obtaining a BA USA ID

and password, please contact the Client Registry group at (780) 422-1395

Changes to Existing BA USA information Post Registry Implementation
Use the following procedure in the event that you are required to change the BA USA

information that already exists in the Registry.

1. Via the Registry, complete the BA User Security Administrator Information section of the
Request a Business Associate Change page.

2. Prepare and send a BA USA authorization letter (see Attachment 7 for sample) on Corporate

letterhead, if available, signed by an authorized person, identifying the BA’s User Security

Administrator (BA USA). See

Note: Client Registry must receive the BA USA Authorization Letter within 7 days of the BA

User Security Administrator Information changes being submitted on the Registry or the

Registry Request will be rejected.

Please send BA USA Authorization Letter to:

Alberta Department of Energy
Client Registry

9945 108 Street, 3" Floor
Edmonton, Alberta

T5K 2G6

Fax: 780-422-9522

To obtain more information about changing BA USA information, please contact the Client

Registry group at (780) 422-1395
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Rovalty Triggers, Raw Gas Allocation, Royalty Calculation,
Volumetric/SAF/OAF, Ensure Complete and Provisional Assessment

Department (DOE) Royalty Triggers from Registry Volumetric, SAF and OAF Submissions
Effective with the implementation of the Registry (production period October 2002), volumetric
activities are no longer reported on the Owner Activity Statements (OAS). Instead, the
volumetric, stream, and owner allocations must be reported in the Volumetric, Stream Allocation
Factor (SAF) and Owner Allocation Factor (OAF) submissions in the Registry. Refer to June
2002 Supplemental Information Bulletin and Registry Training Modules for information on
Volumetric, SAF, and OAF reporting in the Registry.

Various activities in the Registry volumetric submissions will trigger royalty, just as various
activities on the OAS trigger royalty. Where an activity in the Registry volumetric submission is
a royalty trigger, matching SAF and OAF submissions are required to define the stream and
owner allocation information for royalty calculation. (Some exceptions apply — see DOE
Volumetric Royalty Trigger Summary Table for the royalty trigger activities where SAF/OAF
submissions are optional.) The following table outlines the rules for matching Volumetric, SAF
and OAF information.

Matching Criteria for Volumetric, SAF and OAF:
Original or Cascading
SAF

Responding SAF OAF

(required for royalty
trigger volumetric

(required when there is
a cascading SAF)

(required when stream
allocation on SAF is at

facility on Volumetric

(only if SAF cascade
facility reported)

facility on cascading
SAF

activities) well, unit, injection
scheme or well group
level)
Reporting Facility Matches reporting Matches stream on Matches reporting
facility on Volumetric cascading SAF facility on SAF
(match is not required if
SAF cascade facility is
reported)
Cascade Facility Matches reporting Matches reporting Matches cascade facility

on SAF

Production Period

Matches Volumetric
production period

Matches production
period on cascading
SAF

Matches production
period on SAF

Product Matches Volumetric Matches product on Matches product on
product cascading SAF SAF
(product ALL on SAF (product ALL on (product ALL on OAF
is considered a match to | responding SAF is is considered a match to
any Volumetric product) | considered a match to any product on SAF)
any product on the
original SAF)
Activity Matches Volumetric Matches activity on Matches activity on SAF
activity cascading SAF
Received Matches Volumetric Matches from/to facility | Matches from/to facility
From/Delivered To from/to facility on cascading SAF on SAF
Facility
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(from/to facility ALL on
SAF is considered a
match to any Volumetric
from/to facility)

(from/to facility ALL on
responding SAF is
considered a match to
any product on the
original SAF)

(from/to facility ALL on
OAF is considered a
match to any product on
SAF)

Stream Allocation

Original SAF

Wells, units, injection
schemes or well groups
Cascading SAF
Batteries, gathering
systems or gas plants

Wells, units, injection
schemes or well groups

Matches stream on SAF

OAS vs. Volumetric Royalty Triggers

The royalty trigger points for royalty calculation have not changed but the volumetric records
that are used to represent these trigger points have. Instead of volumetric activities on the OAS,
the Crown will look to volumetric activities in the Registry volumetric submission for royalty
triggers. Here is how the Volumetric Royalty Trigger Types corresponds to the OAS Royalty

Trigger Types (refer to Appendix B Sept 2001 Alberta Natural Gas Royalty Guidelines):

OAS Royalty Trigger Types

Volumetric Royalty Trigger Types

Royalty Trigger #1 Facility By-Product Processing
(excluding Straddle Plants)

By-Products Processing

Royalty Trigger #2 Facility Disposition of Unsold
Gas

Dispositions Out of Network

Or
Royalty Liable Lease Fuel

Royalty Trigger #3 Field Straddle Plant Gas
Processing

Dispositions Out of Network

Royalty Trigger #4 Facility Gas Disposition to Field
Straddle Plant

Dispositions Out of Network

Royalty Trigger #5 Facility Injection Credits

Injection Credit

Royalty Trigger #6 Facility Eligible Consumption

Dispositions Out of Network with Return Fuel

The DOE Volumetric Royalty Triggers Schematic (see Attachment 11) illustrates where royalty
is triggered for each royalty trigger type. The DOE Volumetric Royalty Trigger Summary Table
defines the records in the Registry volumetric submissions that are royalty triggers.

Department (DOE) — Volumetric Royalty Trig

er Summary Table

Royalty Registry Registry Registry Product | SAF and | Royalty Royalty
Trigger Volumetric | Volumetric | Volumetric OAF Trigger Trigger
Type Reporting | Activity From/To required? | Location | Action
Facility Location
Dispositions | IN-NET DISP OUT-NET | Gas Yes Reporting | Crown Royalty
out of royalty Facility charge
network
Dispositions | IN-NET DISP OUT-NET | Gas Yes Reporting | Crown Royalty
out of (facility is Facility charge
royalty the
network associated
with return | return
fuel fuel/gas lift
facility of
the BT or
GS that is
receiving
gas from an
MS)
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Royalty Registry Registry Registry Product | SAF and | Royalty Royalty
Trigger Volumetric | Volumetric | Volumetric OAF Trigger Trigger
Type Reporting | Activity From/To required? | Location Action
Facility Location
AB- REC AB- Gas Yes Associated | Crown Royalty
BT or GS MS Return reduction at
with an Fuel/Gas associated
associated Lift return fuel/gas
return Facility lift facility.
fuel/gas lift
facility If no associated
return fuel
facility is
indicated,
reduction will
be at the
associated gas
lift facility.
No reduction
given if there is
no crown
royalty charge
at the
associated
facility.
No reduction
given if there is
no FUEL
activity at the
reporting
facility.
AB- FUEL N/A Gas Optional Associated | Validates the
BT or GS Return return fuel
with an Fuel/Gas reduction at the
associated Lift associated
return Facility return fuel/gas
fuel/gas lift lift facility.
facility
By-Products | AB- PROC N/A Any Yes Reporting | Crown Royalty
Processing | GS or GP Facility charge
Royalty AB- PURDISP AB- Gas Yes Reporting | Crown Royalty
Liable BT, GS or BT or GS Facility charge
Lease Fuel | GP
Injection AB- REC Any Any Yes Reporting | Injection
Credit IF Facility Credit

No injection
credit is given
if there is no
INJ activity at
the reporting
facility.
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Royalty Registry Registry Registry Product | SAF and | Royalty Royalty
Trigger Volumetric | Volumetric | Volumetric OAF Trigger Trigger
Type Reporting | Activity From/To required? | Location Action
Facility Location
AB- DISP Any Any Optional | Reporting | Injection
IF Facility Credit
reduction.
Injection credit
is net of
deliveries from
the injection
Jacility.
AB- INJ N/A Any Optional Reporting | Validates the
IF Facility injection credit
at the injection
facility.
AB Alberta INJ Injection PROC  Process
BT Battery IN-NET AB-BT, GS, GP, PURDISP Purchased Disposition
DISP Disposition and Field Straddle Plants processing native gas, REC Receipt
GP Gas Plant MS Meter Station
GS Gas Gathering System OUT-NETAB-Injection facilities,

Injection Facility

AB-Meter Stations/Pipelines
AB-Mainline Straddle Plants,
AB-Field Straddle Plants processing non-native gas,

AB-Commercial, Residential, Electrical Generation facilities,

and Non AB facilities

Royalty Trigger Sub Types
The royalty trigger types are further divided where there are in-network gas sales involved as
different crown royalty rules apply. In-network gas sales are reported on Raw Gas Allocation
(RGA) submissions. See RGA Reporting below for further information on RGA submissions.
For clients who are receiving their Crown Royalty Details in User Defined Files (UDF) format,
the royalty trigger descriptions in the UDF are indicated by royalty trigger sub types.

Royalty Trigger Type Royalty Trigger Sub Type Trigger Code
Dispositions to Out of Disposition Out-of-Network DISP
Network Raw Gas Disposition (no processing) RGAD
Raw Gas Disposition with Processing only RGADP
Raw Gas Delivered to Injection RGAIF
By-Products Processing By-Product Processing PROC
Raw Gas Processing RGAP
Royalty Liable Lease Fuel Royalty Liable Lease Fuel PURDSP
Raw Gas Lease Fuel RGAPUR
Injection Credit Injection Credit INJECT
Injection Disposition INJDSP
Disposition to Out of Network | Disposition with Return Fuel DISPRF
with Return Fuel Raw Gas Disposition with Return Fuel (no Processing) RGADR
Raw Gas Disposition with Processing & Return Fuel RGDPR

Raw Gas Allocation (RGA) Reporting
The RGA is a new Registry submission requirement for in-network gas sales reporting. Sellers
of gas within the royalty network (batteries, gathering systems, gas plants) must submit the RGA
information to the Registry. For more details on the RGA submission, refer to the Registry
Training Module on RGA.
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Royalty clients with in-network gas sales must identify the following information on the RGA:
= Reporting Facility (should match reporting facility on OAF)
= Stream
= Sales Location
= Delivery Facility (should match from/to facility on OAF)
= Purchaser Allocation Factors
= [n-stream Component Factors

If an RGA submission matches to a royalty trigger OAF submission based on the following
matching criteria, there is an occurrence of an in-network gas sale and the RGA information will
be applied to the royalty calculation of the seller and the corporate effective royalty rate (CERR)
calculation of the purchaser.

Matching Criteria for RGA/OAF

RGA OAF (with royalty trigger activity)
Reporting Facility = Reporting Facility

Seller = Owner

Stream Id = Stream Id

Delivery Facility = From/To Facility

Production Period = Production Period

In-network gas sales impact the gas seller and the gas purchaser. For the gas seller, royalty is
triggered at the sales location and if the in-network sale is further determined as a raw gas sale
subsequently processed or a raw gas sale subsequently processed and used for lease fuel, the sale
will be subject to different Crown royalty rules. These occurrences are explained in Raw Gas
Sale below. For the gas purchaser, the purchased volumes will be added to the purchaser’s
corporate volumes in the CERR calculation.

Raw Gas Sale

Raw gas sale is a sub set of the in-network gas sale. Raw gas sales that are subsequently
processed or subsequently processed and used for royalty liable lease fuel are subject to different
Crown royalty rules, under the 80% Raw Gas Valuation process and the NGL Royalty
Framework Change. Crown royalty for raw gas sales subsequently processed is assessed at the
raw gas average royalty rate (RARR%) and 80% of the gas reference price (GRP). Crown
royalty for raw gas sales used as lease fuel is assessed at RARR% and 100%GRP. All other in-
network gas sales are assessed at the facility average royalty rate (FARR%) and facility average
price (FAP) as per the NGL Royalty Framework Change. (Refer to June 2002 Supplemental
Information Bulletin for details on the NGL change.)

The following determination criteria are used to identify raw gas sales:

Raw Gas Sale Subsequently Processed Determination

e OAF stream/owner allocation has a matching RGA, where RGA Sales Location is a BT
or GS, RGA reporting facility or RGA delivery location is a GP, or

e OAF stream/owner allocation has a matching RGA, where RGA Sales Location is a BT
or GS and the cascade facility on the corresponding OAF is a GP
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This type of raw gas sale is assessed at RARR% and 80% GRP. Any by-products (ethane,
propane, butanes, pentanes plus) subsequently processed are converted to gas energy equivalents
and assessed using RARR% and 80% GRP.

Conversion of processed products (by-products) to raw gas energy equivalents
Product Gas Equivalent Factor GJ Conversion Factor
Ethane 28132 66.065
Propane 27201 93.936
Butanes 23331 121.406
Pentanes Plus 2057 149.363
Sulphur 1375 23.784

Raw Gas Sale Subsequently Processed and Used For Lease Fuel Determination

1. RGA has Sales Location of BT or GS and a match with a royalty trigger OAF where the
activity on the OAF is PURDISP, Reporting Facility is BT, GS or GP and From/To Location
is BT or GS

This type of raw gas sale is assessed at RARR% and 100% GRP.

Royalty Calculation using Volumetric, SAF, and OAF

Royalty trigger volumetric activities in the Registry must have corresponding SAF and OAF
submissions in order for the Crown to calculate royalties. If corresponding SAF and OAF
submissions are not reported, the volum