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Royalty Review

Mannville CBM Considerations

Murray Rodgers, President and CEO
Trident Exploration Corp.
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www.tridentexploration.ca



&ENT

EXPLORATION CORPE

e Privately held: founded in 2000 with $4 million

e Raised privately and invested $1.3 billion in
Alberta coalbed methane development to date

e Control over one million net acres of PNG rights

e Operator for several CBM joint ventures with
public companies
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* Horseshoe Canyon CBM is predominantly dry
» Least expensive to develop, short lead time, least technical challenges

» All other CBM resources are predominantly wet, very different from conventional
* Huge complex resource

» Development is necessary to mitigate declining conventional supply
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e Trident is responsible for at least one third of all CBM
Investment in the province to date.
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INITIAL TESTING PILOT AND R&D DEVELOPMENT
—
March 2005
2000 Jan 2002 Late 2002 — o 2006 — 20107
Initial Trinity : Early 2004 orizonta Horizontal multi-
exploration wells Pilot Startup . . dem_onstratlon lateral development
drilled and tested Pilot Expansions project starts wells
/ production /
2001 I / |
O O O O O O O O O
2000 2002 2003 2004 2005 \2006 2007 2008
Nexen JV with Trident acquires Trinity Mid 2004 fr?r:gwr?éceirilétgt
Trinity; initial pilot interests in Corbett First horizontal
drilled wells

» Production operations for 20 — 35 years
« Comparable pre-development in other areas
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« Some impacts unexpected

‘-"""' F—ﬁ;‘<§'  Multilateral drilling:

* Reduces footprint 80%
* Reduces capital cost

- * Increases royalties by $100
7, S million over project life

» Expect similar impacts on other
unconventional resource projects
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Need large land position to initiate the play
Gas Is not free flowing

— Depressuring - salt water production is necessary and
precedes significant gas production

— Water challenges continue during operations

Technical risks high, and technology

development lengthy and expensive — takes four
Or more years

Major front end investments in water gathering
and disposal are unique
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Trident - No nhﬂrstlc! -Co rbd!AMI ] [ Trident - North District - Corbett AMI
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Average Daily Productlon Corbett Cumulative Production - Corbett
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.. Water (m3/d) i Water (m3) ———m8— /,- am
H Current Gas 2,000 103 m3/d § 1 Cum Gas = 650,000 103 m3 /| §
R Current Water 3,000 m3/d 3 - Cum Water = 2,100,000 m? / i
o T ,f s
./"// a

« Almost 300 wells producing
« Salt water production is essential to reduce reservoir pressure
and allow gas production

- Over time water production begins to decline
* No other gas resource development imposes this front end
technical and cost challenge



Wet CBM development is no more
like conventional gas than oll
sands development is like
conventional oll.
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Alberta Rovalty Review 2007 Rovalty Information Series

Figure 1: Conventional Production Cash Flow

“The royalty system for Alberta’s oil [ — Revenue

sands is different than the system for Seismig NN

conventional oil and natural gas. The 'JL“d ——
system was designed to specifically e

recognize that the oil sands are a :ﬁﬁ!&gggﬂ

different resource with different DeillingCapEx.~ Royalyy  Operating Cost
investment profiles. The revenue minus L r 14t 87 ts Dot ook B P T ®Eomono2on
cost regime was selected to reflect the
large initial investment, long lead time  Figure 2: Oil Sands Production Cash Flow

Taxes

before any revenue is realized and, once —

production begins, a long steady stream Revewe

of revenue. This is a regime chosen Land |

around the world for this kind of profile.” h#ﬁh H
Royalty Review Panel - ' '
Terms of Reference (2007) Dnlling/CapEx erating Cost Rovalty Taxes
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« Many similarities to oil sands investment profile
» Key sensitivities include the production decline rate which, in the absence
of operating history, is unknown
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e Continued and broader development of
Mannville CBM will require constant innovation,
iIncluding:

— multi-lateral and horizontal drilling, and
— reservoir stimulation and pumping technology

« DOE/AENV Multi-stakeholder Advisory
Committee recommendation (2006)

— Almost all stakeholders recommended a royalty
regime that would facilitate continued R&D and
Mannville CBM development

* Industry’s investment to date - one commercial
success
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* The current decline in conventional supply can be
mitigated by Mannville CBM and other emerging
resources.

* The right framework for development will improve
the viability of a huge, currently stranded resource
In Alberta.

* |In 1997 the Province took a strong position and a
long term view to encourage the establishment of
oll sands as a viable resource. The same wisdom
and long term view is needed for unconventional
gas to ensure there is an Alberta gas resource for
future generations to share.
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