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The “Rating of North American Oil and Gas Wells with a Special
Report on Shale Plays” is the most comprehensive and in depth
study available to the petroleum industry on the favorability of oil
and gas fiscal terms in North America. The study describes,
analyses and rates 188 fiscal systems (90 for oil, 98 for gas). The
study includes also a rating of the attractiveness of 16 shale plays
under 64 different applicable fiscal terms.

This is the first study available in a series of five studies dealing with
700 fiscal systems in more than 125 countries in the world. The
remaining four studies are on:

e Deep Water,

e Shallow Water;

¢ International Onshore; and

e Arctic Onshore and Offshore.

Buyers of the total package of five studies will also receive an Executive
Summary.

Please ask for the brochure on “World Rating of Oil and Gas Terms” for
the details.

The cost of the “Analysis of Oil and Gas Terms for North American
Onshore Wells” is US $ 19,000. This study is now available. The
further studies will be delivered at the rate of one every six weeks
between the beginning of April and the middle of September 2011.



DETAILED DESCRIPTION OF

Rating of North American Oil and Gas Wells

with a Special Report on Shale Plays

The analysis of oil and gas terms for North American onshore wells deals with wells
in continental North America. It excludes onshore projects, such as oil sands, and
fields in shallow water, deep water and in the Arctic areas, because these are dealt
with in the other four reports.

Fiscal Terms included in the Rating Study

Detailed descriptions, analysis and ratings are provided for the oil and gas royalty,
tax and other fiscal terms for the following states in the United States as provided:

Annex A - United States Fiscal Systems (Part 1)
Volume 1 - World Fiscal Systems for Oil and Gas - 2011
United States Sy for Wells & Shale Plays

(0il) (Gas)
UNITED STATES |ALABAMA Oil & Gas (General Terms) - Federal Yes Yes
Oil & Gas (General Terms) - State Yes Yes
Oil & Gas (General Terms) - Private Yes Yes
ARKANSAS 0Oil & Gas (General Terms) - Federal Yes Yes
Gas (New Discovery Terms) - Federal Yes
Gas (High Cost Terms) - Federal Yes
Oil & Gas (General Terms) - State Yes Yes
Gas (New Discovery Terms) - State Yes
Gas (High Cost Terms) - State Yes
Oil & Gas (General Terms) - Private Yes Yes
Gas (New Discovery Terms) - Private Yes
Gas (High Cost Terms) - State Private Yes
CALIFORNIA il & Gas (General Terms) - Federal Yes Yes
Oil & Gas (General Terms) - Private Yes Yes
Onshore: Oil & Gas - Federal (Proposed Severance Tax) Yes Yes
Onshore: Oil & Gas - Private (Proposed S Tax) Yes Yes
COLORADO Oil & Gas (General Terms) - Federal Yes Yes
Oil & Gas (General Terms) - State Yes Yes
Oil & Gas - State - Proposed New Lease Provisions Yes Yes
Oil & Gas (General Terms) - Private Yes Yes

Qil & Gas - Federal (Shale Oil Terms) Yes
FLORIDA Onshore: Oil & Gas (General Terms) - State Yes Yes
Onshore: Oil & Gas (General Terms) - Private Yes Yes
|ILLINOIS Oil & Gas (General Terms) - Private Yes Yes
|INDIANA il & Gas (General Terms) - Private Yes Yes
KANSAS Oil & Gas (General Terms) - Private Yes Yes
Oil & Gas (New Pool Discovery Terms) - Private Yes Yes
KENTUCKY Qil & Gas (General Terms) - Private Yes Yes
LOUISANA Onshore: Oil & Gas (General Terms) - Private Yes Yes
Onshore: Oil & Gas (Horizontal Well Terms) - Private Yes Yes
MICHIGAN Oil & Gas (General Terms) - Federal Yes Yes
Oil & Gas (General Terms) - State Yes Yes
il & Gas (General Terms) - Private Yes Yes
MISSISSIPPI Onshore: Oil & Gas (General Terms) - Private Yes Yes
Onshore: Oil & Gas (New Discovery Terms) - Private Yes Yes
MONTANA Oil & Gas (General Terms) - Federal Yes Yes
Oil & Gas (Horizontal Well Terms) - Federal Yes Yes
Oil & Gas (General Terms) - State Yes Yes
Oil & Gas (Horizontal Well Terms) - State Yes Yes
Oil & Gas (General Terms) - Private Yos Yes
Qil & Gas (Horizontal Well Terms) - Private Yes Yes




Annex A - United States Fiscal Systems (Part 2)
Volume 1 - World Fiscal Systems for Oil and Gas - 2011
United States Systems for Wells & Shale Plays

(0il) (Gas)
UNITED STATES |[NEW MEXICO 0il & Gas (General Terms) - Federal Yes Yes
0il & Gas (General Terms) - State Yes Yes
0il & Gas (General Terms) - Private Yes Yes
NEW YORK 0il & Gas (General Terms) - State Yes Yes
0Oil & Gas (General Terms) - Private Yes Yes
NORTH DAKOTA 0il & Gas (General Terms) - Federal Yes Yes
0Oil & Gas (General Terms) - State Yes Yes
il & Gas (General Terms) - Private Yes Yes

il - Private (Bakken Horizontal Oil Well Incentive Terms) Yes.

0il - Private (New Horizontal Oil Well Incentive Terms) Yes

0il - State (Bakken Horizontal Oil Well Incentive Terms) Yes

Qil - Federal (Bakken Horizontal Oil Well Incentive Terms) Yes
OHIO 0l & Gas (General Terms) - Private Yes Yes
OKLAHOMA 0il & Gas (General Terms) - Private Yes Yes
0il & Gas (Horizontal Well Terms) - Private Yes Yes
PENSSYLVANIA 0il & Gas (General Terms) - State Yes Yes
il & Gas (General Terms) - Private Yes Yes
0Oil & Gas (Proposed Severance Tax) - State Yes
0l & Gas (Proposed Severance Tax) - Private Yes
SOUTH DAKOTA il & Gas (General terms) - Private Yes Yes

TEXAS Onshore: Oil & Gas - Private Yes
Onshore: Oil & Gas (University Lands) Yes Yes
Onshore - West: Oil & Gas - Private Yes
Onshore - East: Oil & Gas - Private Yes
Onshore - South: Oil & Gas - Private Yes
UTAH 0Oil & Gas (General Terms) - Federal Yes Yes
0il & Gas (New Discovery Terms) - Federal Yes Yes
il & Gas (General Terms) - State Yes Yes

0il & Gas (New Royalty) - State Yes
0il & Gas (New Discovery Terms) - State Yes Yes

0il & Gas (New Royalty-Discovery Terms) - State Yes
il & Gas (General Terms) - Private Yes Yes
0l & Gas (New Discovery Terms) - Private Yes Yes

0il (Shale Oil Terms) - State Yes
VIRGINIA 0il & Gas (General Terms) - Private Yes Yes
WEST VIRGINIA 0il & Gas (General Terms) - private Yes Yes
WYOMING 0il & Gas (General Terms) - Federal Yes Yes
il & Gas (General Terms) - State Yes Yes
il & Gas (General Terms) - Private Yes Yes

Detailed descriptions are also provided for the oil and gas royalty, tax and other
fiscal terms for the following provinces in Canada:



Annex A - Canadian Fiscal Systems
Volume 1 - World Fiscal Systems for Oil and Gas - 2011
Canada Systems for Wells & Shale Plays
(Oil) (Gas)
CANADA ALBERTA Vintage System: “3" Tier" Oil Yes
Vintage System: “Old" Gas
Vintage System: “New” Gas Yes
ARF 2011 Oil Terms i Yes
ARF 2011 Oil Terms ~ Horizontal Oil Wells Yes
ARF 2011 Gas Terms Yes
ARF 2011 Gas Terms - Exploration Wells Yes
ARF 2011 Gas Terms - Horizontal Gas Wells Yes
ARF 2011 Gas Terms - CBM Yes
ARF 2011 Gas Terms — Shale Gas Yes
Indian Oil and Gas Act - Oil Terms Yes
Indian Oil and Gas Act - Gas Terms Yes
ARF 2011 Gas - Solution Gas Terms Yes
ARF 2011 Oil - Condensate Terms Yes
ARF 2011 Oil - NGL Terms Yes
BRITISH COLUMBIA 0Oil & Gas - Net Profits Interest Terms
“Old" Oil Terms Yes
“New" Oil Terms ' Yes
“3% Tier" Oil Terms Yes
“3" Tier” Oil - Discovery Terms Yes
“Heavy" Oil Terms Yes
“Base 15" Gas Terms Yes
“Base 12" Gas Terms Yes
“Base 9" West Sweet Gas Terms Yes
“Base 9" West Sweet - CBM Terms Yes
“Base 9" West Sweet - Marginal Well Terms Yes
“Base 9" West Sweet - Ultra-Marginal Well Terms Yes
“Base 9" - West Sour Terms Yes
“Base 9" - East Sweet Terms Yes
“Base 9" - East Sour Terms Yes
Natural Gas Liquids Yes
Conservation Gas Yes
MANITOBA “0ld" Oil Terms
“New" Oil Terms
“3 Tier” Oil Terms Yes
Gas (General Terms) Yes
“3rd Tier" Oil (New Well Incentive Terms) Yes
“3rd Tier" Oil (New Horizontal Well Incentive Terms) Yes
NEW BRUNSWICK General Terms Yes Yes
Proposed R-Factor Terms Yes Yes
NEWFOUNDLAND & LABRADOR | Onshore: Oil & Gas (General Terms) Yes Yes
NOVA SCOTIA Onshore: Oil & Gas (General Terms) Yes. Yes
Onshore: Gas (CBM Terms) Yes
ONTARIO General Terms Yes Yes
PRINCE EDWARD ISLAND G | Terms Yes. Yes
QUEBEC Onshore: Oil & Gas - General Terms Yes Yes
SASKATCHEWAN “4" Tier” Oil Terms Yes
“4" Tier" Oil Terms - Horizontal Wells Yes
“4" Tier” Gas Terms Yes

The detailed description of 188 North American fiscal systems is the most
complete compendium of fiscal terms available in this format to the
petroleum industry. It is an invaluable source of reference for investors,
financial institutions and governments.

Important recent changes in fiscal terms in Alberta and proposed changes in New
Brunswick, California, Colorado and Pennsylvania are discussed.



Fiscal Rating Criteria and Methodology

All fiscal terms are rated on the basis of an in-depth economic analysis. This
analysis is based on typical wells taking the entire range of cumulative well
productivities, well depth and costs into account.

The rating criteria include the following:

Net cash flow per barrel of oil equivalent

Internal Rate of Return

Net Present Value discounted at 10%

Net Present Value discounted at 10% per barrel of oil equivalent
Profit to Investment Ratio discounted at 10%, and

Government take, discounted at 10% and undiscounted

Rating is done on the basis that the investor has an established tax position in the
United States and Canada.

Analysis is done on a risked basis, taking dry hole risk into account and an un-
risked basis.

In the case of gas, the analysis adjusts for the net-back price differentials with
Henry Hub.

Sensitivity Analysis

Well production and costs vary considerably from well to well for a large number of
reasons. It is therefore that an extensive sensitivity analysis is included in the
report. Sensitivity is done for:
e Cumulative well production;
Costs;
Oil and gas prices;
Upside economics; and
Cost/Price Ratio analysis.

The comprehensive sensitivity analysis allows subscribers of the study to
identify quickly the conditions under which certain wells, regions and
fiscal systems are attractive and unattractive.

CDs are provided which contain every data point for 7 well sizes, 12 price levels and
12 cost levels for each of the 188 fiscal systems. This permits users to do their own
comparison and analysis based on different assumptions than the base case and
sensitivities in the report.



Shale Gas and Shale Oil Basin Analysis

Due to the advances in technology and the significant interest in shale gas and shale
oil, a special study is included that rates the various shale plays taking into account
the typical well productivities, costs of horizontal wells and oil and gas prices for
each shale play in North America. The following shale plays are analysed and

rated:
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The shale rating is done on the basis of the same profitability criteria as used in the
well rating.

The shale play rating analysis provides investors, financial
Institutions and governments with a general insight into the
typical average profitability of shale oil and shale gas operations
in North America taking play specific conditions into account.

Summary of Main Conclusions

Following is a one page summary of the main conclusions as contained in the study:

“The World Rating of Oil and Gas Terms is produced by PFC Energy, Rodgers
Oil&Gas Consulting and Van Meurs Corporation with assistance from Ernst &
Young under contract and from Barrows Company. It is an enhanced version of a
study done by Van Meurs in 1997. Volume 1 deals with 188 oil and gas regimes of
the 10 provinces of Canada and 25 states in the United States and with 16 shale
plays based on 64 fiscal systems. Conclusions are:

e For oil wells the best terms are for discovery wells in British Columbia,
horizontal wells in Manitoba and Saskatchewan and general terms in
Eastern Canada. The toughest terms are in Louisiana, Alabama and Texas.

e For dry gas wells the best terms are in Eastern Canada, New York,
California on federal lands and in Alberta for coal bed methane and shale
gas terms. The toughest terms are in British Columbia, Louisiana, Texas and
on Indian oil and gas lands in Alberta. The ranking takes gas price
differentials relative to Henry Hub into account. Interestingly, gas terms are
better in jurisdictions close to markets.

e The range of government take in North America is not different from the
international range. For a base case oil well the lowest government take is
31% and the highest is 83%. For a base case gas well and $ 5 per MMBtu
Henry Hub the lowest government take is 38% and the highest is 99%.

e The best shale gas plays are the Montney play in Alberta and the Marcellus
play in Pennsylvania and New York.

e The best shale oil plays are the Bakken formation plays in Saskatchewan and
Manitoba.

e On average, provinces in Canada offer substantially better terms than states
in the US. This is in part due to the differences in average corporate income



tax rates (federal, states and provinces) of about 25.5% in Canada (by 2012)
and 38.5% in the US.

e Most fiscal systems discourage investment in marginal wells and are front
end loaded, despite stripper well rates applicable in certain states.

e All fiscal systems offer substantial “upside” for low cost wells and under high
prices.

e All fiscal systems encourage efficient operations with a strong incentive to
save costs.

e Except for Quebec, all fiscal systems reflect geological risk averse
government policies.

e Under current gas prices, liquid content is a major factor in gas well
economics

e Only a few jurisdictions provide fiscal incentives for new technologies and
non-conventional resources. Utah has attractive shale oil terms for projects
on state lands.

e Very significant gas reserves are available in the gas price range of $4.00 to $
5.75, providing support for this price range for the medium term

e Gas prices and oil prices have now delinked. However, oil and gas fiscal
systems are still linked. Except for Alberta, most gas fiscal systems are
dysfunctional under current gas price conditions. Improved gas terms are
required to increase drilling and gas production. Suggestions on how to
improve such fiscal terms are provided in the report.”

Charts and Tables

The report is richly illustrated with charts and tables. For instance, some charts
provide a very interesting picture of the North American competitive fiscal
framework. The following chart provides a distribution of the undiscounted
government take (“GTO0”) of the 90 fiscal systems for oil. It illustrates how Canada
offers in general far more attractive fiscal terms to investors than the United States.



Chart 3.1.2.1-1 GTO distribution of a 100 k bbl well at
100% costs and $ 80 per barrel for 90 fiscal systems
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The following chart illustrates the IRR under all 98 gas fiscal systems for a base case
dry gas well costing $ 2.90 per Mcf. It illustrates how under a Henry Hub price of $
4.50, such a well is economic under only a few fiscal systems, while with a price of $
6.50 it is economic under all fiscal systems (using a 10% real IRR).



Chart 3.2.1.3-3 Price Sensitivity for a 1 Bcf dry gas well at 100% of costs
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Costs and Content of the other Studies
The costs of the individual studies and publication dates are as follows:
Price Completion
Date
1 | North America comparison based on well economics, $19,000 | February 28
as indicated in this brochure
2 | World deep water based on field economics. Includes | $ 15,000 April 4
special reports on Brazil below salt and Nigeria.
3 | World Arctic areas both onshore and offshore $ 9,000 May 6
4 | World shallow water based on field economics. $ 19,000 July 22
5 | World onshore based on field economics. Includes $19,000 August 27
special reports on (1) Alberta Oil Sands and
Venezuela heavy oils, (2) European shale gas, (3) Iraq
and (4) new terms in Australia.
6 | Total package with an Executive Summary report $ 43,000 | September 16




Advanced Course in Analysis and Rating of Fiscal Systems

A special advanced course on fiscal systems will be provided June 20 — 24, 2011 in
London, UK, whereby participants will be able to specialize in international rating
analysis as contained in the study on North American onshore wells and for other
countries.
Please contact Victoria Jolly at CWC for initial information at:

Telephone: 44 20 7978 0000

Fax: 44 20 7978 0099

Email: info@thecwcgroup.com

Subscription and more Information

For subscription or more information about the studies please contact:
Van Meurs Corporation:
Telephone: 1 -242 — 324 — 4438 (Office opening hours 7 am to 5 pm EST)
Fax: 1-242 - 324 - 4439
Email: info@vanmeurs.org

For subscription please fill out the following form and send it to Van Meurs
Corporation:

First Name:

Last Name:

Company:

Title:

Address:

Country:

Telephone:

Fax:

Email:

Payments can be made by bank transfer or by credit card.

Bank Transfer:

Destination: CHASUS33, JP Morgan Chase Bank, New York
ABA021000021, Pay to Bank: ROYCBSNS

Royal Bank of Canada, Nassau, Bahamas

Beneficiary: 056251234567, Van Meurs Corporation
Transit # 05625 Account # 407-200-5



mailto:info@vanmeurs.org

For credit card payments please send the following to Van Meurs Corporation:

Credit Card: (Please debit my credit card)

Name on card:

MC: VISA AMEX:

Card number: Security code:
Expiry Date: | Today’s date:

Billing address:

City: | Country: | Zip Code:

Signature:




