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CONVENTIONS

A reference in this Annual Information Form t®€rpetual’', the "Corporation” or the 'Company' means
Perpetual Energy Inc. Perpetual is an oil andrahtgas exploration and production company headeret in
Calgary, Alberta. The Corporation has been activiehnsitioning its asset base from primarily shallgas
production to a diversified, resource-style platidor growth. Perpetual currently has liquids-richtural gas assets
in the Deep Basin of west central Alberta, headypodduction in eastern Alberta and oil sands Ieasenorthern
Alberta to complement its shallow gas productioseba

References toCommon Share$ and 'Shareholders are references to the securities of the Corpomaséind the
holders thereof following the conversion date, aeférences todividends’ are references to dividends paid by
Perpetual following the conversion date and torithgtions paid by the Trust prior to the conversiate, as the
context may require.

Certain other terms used but not defined hereirdafimed in National Instrument 51-101Sandards of Disclosure

for Oil and Gas Activities ("NI 51-101") and in the Canadian Oil and Gas Evaluation Hao#tbvVolume | (the
"COGE Handbook"). Unless otherwise specified, information instlinnual Information Form is as at the end of
the Corporation's most recently completed finangesr, being December 31, 2012. All dollar amoumggein are

in Canadian dollars, unless otherwise stated. Wargorting the singular also include the plurald aice versa,
and words importing one gender include all genders.

ABBREVIATIONS
Natural Gas Oil and Liquids
Mcf thousand cubic feet bbl barrels
Mcfe thousand cubic feet equivalent Mbbl thoushadels
MMcf million cubic feet MMbbl million barrels
MMcfe million cubic feet equivalent bbl/d barrgler day
Bcf billion cubic feet m cubic metres
Bcfe billion cubic feet equivalent boe barrel dfemjuivalent
Mcf/d thousand cubic feet per day Mboe thousandelmof oil equivalent
MMcf/d million cubic feet per day MMboe million baels of oil equivalent
Mcfe/d thousand cubic feet equivalent per day doe/ barrels of oil equivalent per day
m? cubic metres
MMbtu million British Thermal Units
GJ Gigajoule

Approximately 83% of the Corporation's annual prdthn volumes and 88% of its proved and probabéemes
are related to natural gas and, as such, the Catiporreports production and reserves in either Btpfivalent
(Mcfe) or barrels of oil equivalent (boe). Mcfe ahde may be misleading, particularly if used inlason. In

accordance with NI 51-101, an Mcfe and boe coneargitio for crude oil and natural gas of 1 bbMéf has been
used, which is based on an energy equivalency ecsiovemethod primarily applicable at the burnerdipd does
not necessarily represent a value equivalencyeatviilhead. Given that the value ratio based orctinent price of
crude oil as compared to natural gas is signifigadifferent from the energy equivalency of 6:1jliming a

conversion on a 6:1 basis may be misleading asdication of value.



CONVERSIONS

The following table sets forth certain conversite$ween Standard Imperial Units and the Internati@ystem of
Units (or metric units).

To Convert From To Multiply By
Mcf cubic metres 28.174
cubic metres cubic feet 35.494
bbls cubic metres 0.159
cubic metres bbls 6.293
feet metres 0.305
metres feet 3.281
miles kilometres 1.609
kilometres miles 0.621
acres hectares 0.405
hectares acres 2.471
gigajoules MMbtu 0.950

SPECIAL NOTE REGARDING FORWARD-LOOKING INFORMATION  AND STATEMENTS

Certain information and statements contained irs tAnnual Information Form constitute forward-loogin
information and statements within the meaning gfliapble securities laws. This information andstestatements
relate to future events or to Perpetual's futurdopmance. All statements other than statementsisibrical fact

may be forward-looking statements. The use of @inthe words "anticipate”, "continue”, "estimaté&xpect”,

"forecast”, "may", "will", "project’, "should", "Heeve", "outlook", "guidance", "objective", "plans™intends",

"targeting", "could", "potential”, "outlook", "sttegy" and any similar expressions are intendedl¢atify forward-
looking information and statements.

In particular, but without limiting the foregoinghis Annual Information Form contains forward-loogi
information and statements pertaining to the foitmyv

» the quantity and recoverability of the Corporatamserves;

e the timing and amount of future production;

» future commodity prices as well as supply and dehfannatural gas and oil;

» the existence, operations and strategy of the Gatijpn's commaodity price risk management program;

» the approximate amount of forward sales and hedginge employed, and the value of financial
forward natural gas contracts;

» funds flow sensitivities to commodity price, protion, foreign exchange and interest rate changes;

» operating, general and administrative, and othpeeses;

 amount of future abandonment and reclamation codezommissioning and environmental
obligations;

« the use of exploration and development activityydent asset management, and acquisitions to
sustain, replace or add to reserves and productierpand the Corporation's asset base;

» the Corporation's acquisition strategy and theterte of acquisition opportunities, the criteriabto
considered in connection therewith and the bentfite derived therefrom;

» the Corporation's s divestiture strategy;

» the Corporation's commodity diversification andeadmse transformation strategy;

» the Corporation's business plan;

» future growth in the Corporation's funds flow;

» the Corporation's ability to benefit from the comddion of growth opportunities and the ability to
grow through the capital markets;

» expected book value and related tax value of thep@ation's assets and prospect inventory and
estimates of net asset value;

» ability to fund exploration and development;



e expectations regarding the Corporation's accessapital to fund its acquisition, exploration and
development activities;

» expected realization of gas over bitumen royalfjustthents;

» deferred income tax and its effect on funds flow;

» intentions with respect to preservation of tax gaoid taxes payable by the Corporation;

» funding of and anticipated results from capital exgliture programs;

» renewal of and borrowing costs associated wittctheit facility;

» future debt levels, financial capacity, liquiditgychcapital resources;

» future contractual commitments;

« drilling, completion, facilities and constructiofaps;

» future drilling, workovers and recompletions estiethin Perpetual's prospect inventory;

« the impact of Canadian federal and provincial gor@ntal regulation on the Corporation relative to
other issuers;

e Crown royalty rates;

» working gas capacity and other operating and mentrgiarameters related to Warwick Gas Storage
LP (“WGS LP™);

» the Corporation's treatment under governmentallaggy regimes;

* Dbusiness strategies and plans of management, inglddture changes in the structure of business
operations; and

« reliance on third parties in the industry to depedmd expand the Corporation's assets and opesation

The forward-looking information and statements aorgd in this Annual Information Form reflect sealanaterial
factors and expectations and assumptions of thedZation including, without limitation, that Perpat will
conduct its operations in a manner consistent withexpectations and, where applicable, consistétit past
practice; the general continuance of current orer@happlicable, assumed industry conditions; thdicoance of
existing, and in certain circumstances, the implaaiton of proposed tax, royalty and regulatoryimess; the
ability of Perpetual to obtain equipment, servicasgd supplies in a timely manner to carry out @véies; the
accuracy of the estimates of Perpetual's reseruenas; the timely receipt of required regulatorpivals; certain
commodity price and other cost assumptions; thétyalbd secure adequate product transportation;dbtinued
availability of adequate debt and/or equity finawgcand funds flow to fund the Corporation's capétadl operating
requirements as needed; and the extent of Per{scliabilities.

Perpetual believes the material factors, expectatand assumptions reflected in the forward-lookirfigrmation
and statements are reasonable but no assurand® @inen that these factors, expectations and gsgums will
prove to be correct. The forward-looking informatiand statements included in this Annual Informati@rm are
not guarantees of future performance and shouldbeotinduly relied upon. Such information and stateis
involve known and unknown risks, uncertainties atiter factors that may cause actual results ortewendiffer
materially from those anticipated in such forwandking information or statements including, withdiatitation:

» volatility in market prices for oil, natural gastnral gas liquids, power and other products;

» supply and demand regarding Perpetual's products;

» risks inherent in Perpetual's operations, suchradugtion declines, unexpected results, geological,
technical, or drilling and process problems;

* unanticipated operating events that can reduceugtimh or cause production to be shut-in or delayed
including plant upsets, transportation bottleneankd market disruptions;

e unanticipated well or facility operating performanthat impacts storage operations or working gas
capacity;

« changes in exploration or development plans by €agb or by third party operators of Perpetual's
properties;

» reliance on industry partners;

* uncertainties or inaccuracies associated with esiig reserves and resource volumes;

» competition for, among other things, capital, asiigns of reserves, undeveloped lands, skilled
personnel, equipment for drilling, completions,iliies and pipeline construction and maintenance;

* increased service and operational costs;

* incorrect assessments of the value of acquisitions;



» increased debt levels or debt service requirements;

» industry conditions including fluctuations in thege of natural gas and related commodities;
e royalties payable in respect of Perpetual's pradngt

» governmental regulation of the oil and gas indystrgluding environmental regulation;

» fluctuation in foreign exchange or interest rates;

» the need to obtain required approvals from regyadathorities;

» changes in laws applicable to the Corporation, ltgyates, or other regulatory matters;

» general economic conditions in Canada, the UnitateS and globally;

» stock market volatility and market valuations;

« limited, unfavourable, or a lack of access to apitarkets; and

certain other risks detailed from time to time ierpetual's public disclosure documents includinghaeut
limitation, those risks and contingencies describbdve and undélRisk Factors" in this Annual Information
Form and undefRisk Factors" in the Corporation's management's discussion amalysis for the year ended
December 31, 2012, which will be available on tleegdration's website at www.perpetualenergyinc.esmell as
at www.sedar.com. The foregoing list of risk fastehould not be considered exhaustive.

The forward-looking information and statements aargd in this Annual Information Form speak onlyoighe
date of this Annual Information Form, and none lté Corporation or its subsidiaries assumes anyatidin to
publicly update or revise them to reflect new eseat circumstances, unless expressly required tsaldy
applicable securities laws.

CORPORATE STRUCTURE
Name, Address and Incorporation
Perpetual was incorporated under Business Corporations Act (Alberta) (the ABCA") under the name "Perpetual
Energy Inc." on April 26, 2010. Perpetual amalgesdavith its wholly-owned subsidiaries 1143046 Athel td.,
POT Acquisition Company Ltd., Profound Energy lmnd Starboard Gas (W3) Ltd. on June 30, 2010 and
continued as Perpetual Energy Inc.
Perpetual's head office and registered officedatied at Suite 3200, 605 L Bvenue S.W., Calgary, Alberta, T2P 3H5.
Intercorporate Relationships
The following diagram illustrates the intercorperatlationship between Perpetual and its mateuladidiaries, the

percentage of votes attached to all voting seesritif the subsidiaries beneficially owned, or calied or directed,
directly or indirectly, by Perpetual and the juicbn of incorporation or formation of the subsides.

Perpetual Energy Inc.

(Alberta)
10% 100%
I I
100% Perpetual Energy
Warwick Gas Storage Ltd. Operating Corp.
Partnership (Alberta)
(Alberta) (Trustee of Perpetual
Operating Trus
Perpetual
Operating
Trust

(Alberta)




GENERAL DEVELOPMENT OF THE BUSINESS
Three Year History

The general development of Perpetual's businesstbedast three completed financial years incladents, such
as acquisitions or dispositions, or conditions tieate had an influence on that development, areritbes below.

2012

During 2012, the Company remained focused on itetabase transformation and commodity diversificati
strategy. Capital investment was primarily directedgrowing oil and natural gas liquids ("NGL") jpitection,

reserves and value in two key proven diversifyingwgh strategies: Mannville heavy oil in easterrbétta; and
liquids-rich gas in the Wilrich in the greater Edsarea of west central Alberta.

During 2012, the Corporation disposed of assetpifoceeds of $167.2 million which included its D&gsin assets
in Karr and Carrot Creek, a 90 percent interesVarwick Gas Storage Inc., and miscellaneous otberaore oil
and gas properties including shut-in gas over bétumeserves, and undeveloped lands. It also indlthe strategic
sale of a 33.3 percent interest in one of the Camyipaheavy oil pools to advance the implementatéran
enhanced oil recovery scheme.

After closing on April 25, 2012, Perpetual contidu® operate and manage Warwick Gas Storage WG&ndP
retained an option to buy back up to 30 percertddiitional interest within one year. Two new welisre drilled to
expand the working gas capacity of the facility &rid now estimated at 19 Bcf.

On June 30, 2012, the Corporation had $75 millior6.80% Convertible Unsecured Subordinated Debestur
("6.50% Debenture$) mature. Perpetual settled all of the outstagditb0% Debentures in cash on the maturity
date and the 6.50% Debentures, which traded umgesytmbol PMT.DB.C, on the Toronto Stock Exchangeew
delisted.

2011

During 2011, the Corporation disposed of assetspfoceeds of approximately $41.7 million which ueéd a
number of non-core oil and gas properties and wldped Cardium lands in west central Alberta.

On October 19, 2011, the Corporation announcedfthate dividend payments would be suspended tuntiher
notice. Continued payment of a dividend was deetodae unsustainable given the continued weaknegstimral
gas prices. The continued execution of the strasetyi diversify commodity mix and create value,itediging on
Perpetual's substantial inventory of economic opymities, is expected to grow funds flow. Combingth ongoing
debt reduction initiatives, including asset salkspnger diversified funds flows will strengtheretlSorporation's
balance sheet. The suspension of the dividend veagssary to drive Perpetual's commitment to maemiz
Shareholder value. Reinstatement of a dividendvénfuture will be evaluated at such time as Pegdstbalance
sheet has regained strength and commodity pricescasts support a sustainable model where excessfinds
flow, over and above capital investments, is orgaarabeing generated for distribution to holdeSh@reholders)

of the Corporation's common share€¢immon Shares).

In May 2011, Perpetual announced the reductiotsadividend from $0.03 per share to $0.015 pereshatith the
strong economic potential of the Wilrich play in strecentral Alberta well understood and the horiabnt
development of the Corporation's growing inventofgonventional heavy oil prospects in eastern Albshowing
significant promise, the reduction in the dividesthbled an increased capital spending prograneiseicond half
of 2011 to accelerate the commodity diversificastrategy and increase future funds flow.

In April 2011 the Corporation set the working gapacity for the second cycle of its Warwick Gasr&ge facility
at 17 Bcf.

On March 15, 2011, the Corporation issued $150IBomiaggregate principal amount of 8.75% seniosagured
notes due March 15, 2018 (thedtes’).



2010

During 2010, the Corporation disposed of assetpfoceeds of approximately $91.3 million includiting receipt
of 1.6 million common shares of Trioil Resourcesl.L.ta junior oil company focused on the exploratand
development of Cardium oil plays in southern Alaert

Included in the 2010 dispositions, in November 2ah@ Corporation sold natural gas assets for qguosseeds of
approximately $40.0 million. The disposed assetd peoved plus probable natural gas reserves of B8f4
Production of these assets had previously beenistoyt an order from the Energy Resources Conserv&oard
("ERCB") in an effort to protect potentially recoverabiéumen from the effects of depleting associatadnahgas
reserves. Under the terms of the transaction, Reapestained the economic benefit of the Goverrtméilberta's
gas over bitumen financial solution realized frdme shut-in production which is allocated in thenfoof royalty
deductions. SeeRisk Factors — Gas Over Bitumen Matters.

On November 8, 2010, Perpetual reduced its divideowd $0.05 per share per month to $0.03 per gharenonth
in order to provide Perpetual with additional cabito direct towards economic new venture develagme
opportunities in the Cardium and Wilrich, the caogd evaluation of other new ventures in the Montplay at
Elmworth and the Viking and Colorado shale playd #hve further delineation and development of igsiiliis-rich
gas, light and heavy oil and bitumen resource @oisp

On June 30, 2010, Perpetual announced that theo@dipn had completed the previously announced pfan
arrangement (theArrangement") involving Perpetual, Paramount Energy Trust (tHeust") and Paramount
Energy Operating Corp. pursuant to which the Toastverted into the Corporation. Unitholders of Thest voted
in favor of the Arrangement at the Annual General 8pecial Meeting of Trust Unitholders held oneldi, 2010.
Former Unitholders of the Trust received commorreh@af Perpetual in consideration for the candelabf their
Trust Units on a one-for-one basis. In addition,past of the Arrangement, the Trust was dissolved the
Corporation assumed all of the existing liabilitiglsthe Trust, including the Trust's then outstagdconvertible
debentures which are now convertible debenturdéiseo€orporation.

In May 2010, Perpetual began injection in its conuia gas storage operation which was built usintgpleted gas
reservoir. The facility is located near three majiprelines in the Warwick area east of Edmonton.

On April 1, 2010, the Corporation acquired oil aratural gas assets in the Edson area of west tétiverta for
approximately $126 million (theEdson Acquisition'). The assets acquired pursuant to the Edson isitgn

consisted of 10.1 MMcfe/d of natural gas and liguioduction (80% natural gas) as well as extengatbering
and processing infrastructure and 13,393 net adfresdeveloped prospective lands in a desirabl¢ivnohe part of
the Alberta deep basin.

As part of the Edson Acquisition, Perpetual agreefdrm-in on 37 gross (31 net) sections of undgwetl Cardium
rights in the area of which 22 net sections welebed to be prospective for light oil. The EdsoodMisition was
funded through a combination of bank debt, theyearimination of gas price hedging contracts anissame of 12.1
million subscription receipts at a price of $4.7 gubscription receipt for total proceeds of $5wiion, which
were subsequently converted into 12.1 million trusts of the Trust.

Significant Acquisitions

Perpetual did not complete any significant acqigisé during its most recently completed financiear for which
disclosure is required under Part 8 of Nationalrimaent 51-102 -€ontinuous Disclosure Obligations.

Recent Developments

In November 2012, Perpetual’'s Board of Directorpraped a $75 million exploration and developmerpited
investment program for 2013. The capital will beedted primarily to oil and NGL growth projects linding
drilling and infrastructure spending on the devetept of liquids-rich Wilrich gas at West Edson dmatizontal
drilling to further develop several heavy oil pooiseastern Alberta.



On December 18, 2012, Perpetual announced thaCdmepany had entered into a definitive purchase said
agreement, along with its partner, to jointly divits Elmworth, Alberta property for gross proceeufs$155
million, $77.5 million net to Perpetual, subjectdertain closing adjustments and transaction cd$is. transaction
is currently expected to close on or prior to Maié&h 2013. At year-end 2012, McDaniel & Associdbesmsultants
Ltd. “McDaniel” estimated total proved and probab&serves of 13.1 MMboe net to Perpetual at Elmfwort
Furthermore, McDaniel estimated $122.5 millionwiiufe development capital (‘'FDC") would be requiedonvert
these undeveloped reserves to producing reserves.

On March 2, 2013, Perpetual entered into Rich GasnRim contract to transport its natural gas and-N@t of
Alberta to a premium market in the US mid-west. e Tdgreement secures processing and takeaway gafiacit
natural gas and NGL in the West Edson area. Tlamgements are expected to alleviate uncertainty nggpect to
processing and NGL transportation and extractiqmaciy for development of the West Edson reservediice
operating costs, improve run times and provide cgtitipe netbacks for NGL. To meet the commitmeetated to
these contracts, Perpetual will further enhanc@nftastructure at West Edson with the installatadrrefrigeration
and other related components to produce salestyg@s at the existing West Edson compressor statiuch is
currently being expanded to a gross capacity oMBlcf/d (50% net to Perpetual). In addition, a 1@hnsales
pipeline north of the existing compressor statiati be constructed beginning in the second quanfe013 to
deliver gas to fulfill these contracts. Start-uptieé gas plant and sales pipeline is expected nan@nce prior to
November 1, 2013.

DESCRIPTION OF THE BUSINESS
General
Perpetual is engaged in finding, developing, praty@nd marketing natural gas, NGL, oil and bitumand

creating value through opportunities associated whiese activities. Perpetual's business primariygsists of
operations in Alberta focused on:

0] the development and production of shallow natuaal fjom mature producing regions in
eastern Alberta where the Corporation has an eéshalol gathering and processing
infrastructure;

(i) the exploration for and extraction of heavy oilrffr@roperties geographically synergistic
with the eastern Alberta gas assets;

(iii) exploring and developing the Corporation's natuyas and NGL resource growth
opportunities in the deep basin in west centrakeAtn

(iv) bitumen opportunities in northeast Alberta; and

(v) a commercial gas storage business where the Cdigro@perates a gas storage facility

at Warwick in east central Alberta.
Business Plan

Perpetual’s business plan is based upon an entreymial approach to value creation through findideyeloping,
producing, and marketing oil and gas based enéigy.Company is focused on growing production, resgrcash
flow and value through exploration and developmém, application of innovative technologies andugsitions.

We actively manage our strong and diversified pdicfof assets to crystallize value, capitalizeopportunities and
manage risks through commaodity price cycles.

In recent years through its purposeful transitimmT a shallow-gas focused distributing energy ttast diversified
growth-oriented exploration and production corpiorgtthe foundations of Perpetual’s strategy hasenbrefined.
Four pillars now define our strategy as we build enganization to grow, prosper and last.

1) Build a diversified portfolio of material, repeatakhigh return, resource-style assets for short+tand
long-term growth and value:
*  Optimize the legacy shallow gas asset base;
« Capture material positions in potential growth tetgées through grass roots exploration and
acquisitions and evaluate through risk-managedsimvent;



»  Exploit and expand profitable, proven assets witldpnt investment; and

« Maintain a diversified asset and opportunity pdidfdoy commodity, geography, risk-profile
and development timeline;

2) Establish excellence in chosen priorities:
» Safety is job one;
* Value technical, operational, execution and leddprexcellence;
* Maximize profits through a low-cost culture; and
* Be accountable for results.

3) Maintain a healthy balance sheet:
« Disciplined spending while balancing priorities;
e Maintain levers for optionality;
« Actively manage the portfolio to optimize valuedan
e Position to be robust through commodity cycles.

4) Manage risk and capitalize on commodity price cycle
e Assess technical, operational, execution and trdiosel risks and invest appropriately to
balance risk and reward;
« Employ and actively manage market-based commodiite pisk management strategies; and
e Capture counter-cyclical opportunities.

Over the past several years, Perpetual has pzieditiepositioning its asset base while balanciegother pillars of
our value-driven strategy. Three asset-relatedegfies have been employed.

» Cash Flow Diversification
o0 Exploration and development of conventional healgmportunities, geographically synergistic
with our base operations;
o Exploration and development of resource-styleitigtrich gas in the Alberta Deep Basin; and
o Pursuit of creative energy business opportunitegeraging our assets and expertise, such as
development of the commercial natural gas storagmbss at Warwick.

e Asset Base Transformation for Long Term Diverstiima and Growth
0 New venture activities to capture and assess resststyle gas, liquids-rich gas and oil
opportunities with risk-managed investment; and
0 Bitumen resource definition, evaluation and extoacactivities;

* Base Asset Optimization
0 Maximize the value of our base shallow gas assetaibimizing costs and maximizing revenue;
0 Maintaining exposure to low cost production anderes addition opportunities through uphole
recompletions and low exposure, concentric expilomadf our undeveloped shallow gas land base;
0 Making accretive acquisitions to complement andaek the value of the shallow gas opportunity
inventory; and
o Directing excess cash flows to fund the diverstfmaand growth strategies.

Perpetual has actively managed its transformingtdssse, divesting of assets in all three of trevalstrategies as
appropriate to manage risk, improve the balancetsired optimize the overall value of our portfolio.



The Corporation has had significant success ingifipaing its asset base to enhance and diversifprioduction
and reserve base and prospect inventory and adhdimmigact, growth-oriented, resource-style oppottesito its
asset portfolio, despite diminished funds flowsatedl to low natural gas prices over this periodveBifying
growth opportunities to invest in profitably todenclude horizontal development of heavy oil at Meilla in east
central Alberta, and horizontal development utilizimulti-stage fracture technology for liquids-rigas in the
Wilrich at Edson. Longer term opportunities thatvéabeen captured, where resource is being assesskd
technologies are being evaluated, include gas dpwent potential in the shallow Viking and Coloragtale in
east central Alberta, several bitumen prospect®itheast Alberta and other oil and liquids-rickangrce plays in
the Alberta deep basin. At the same time, Perpedmaiins exposed to significant value upside ifeigsicy shallow
gas asset base related to a potential naturalrgasrpcovery.

Perpetual is focused on five key strategic priesitior 2013:

1) Maximize value of Mannville heavy oll;

2) Position for growth of Edson liquids-rich gas;

3) Continue to manage downside risk and reduce debt;

4) Advance and broaden the portfolio of high impagqtanunities with risk-managed investment; and
5) Prepare to maximize value from shallow gas baseta#s gas price recovery.

Operations

In recent years, Perpetual has successfully exedtgeasset base transformation and commodity siiieation

strategies. Perpetual has made significant progredsansitioning from its legacy asset base ofvemtional

shallow natural gas assets in northeast and eastatélberta to add commodity and play diversifioa with

conventional heavy oil and high impact, resourgtestliquids-rich gas plays in the Alberta deepiba3he

continued focus on these two plays has resultélein combined production contribution increasingni less than
5% prior to 2010, to 9% in 2011, reaching 18% ii20With continued focus of capital spending atit'g on these
diversifying plays this is projected to continue goow to be an estimated 30% in 2013. Perpetual diss
established exposure to shallow shale gas in eaatberta and bitumen opportunities in northeadieia.

Eastern Alberta Shallow Gas

The majority of the Company’s production still reénsafrom its legacy shallow gas assets in northaast east
central Alberta. Perpetual operates the vast nigjarf its production and owns the associated gatgeand
processing infrastructure in these properties.

In 2012, Perpetual invested minimal capital folllihig or recompletions in our legacy shallow gasperties, as
capital was preferentially deployed to key diveyisiff growth strategies in the Mannville heavy aildaEdson
Wilrich plays to grow oil and NGL production. Disgiions in 2012 encompassed multiple non-core asset
transactions in northeast and east central Albang included 4.6 MMcf/d of natural gas and 22 bhifdoil
production with associated proved plus probablerses of 3.1 MMboe. The assets disposed in northdhsrta
included certain wells for which Perpetual receimasnthly gas over bitumen royalty adjustments. Ag pf the
sale agreement Perpetual continues to receivettadty adjustments going forward.

Perpetual continued to advance evaluation of tigeetacope Colorado shale shallow dry gas play steea Alberta
with risk-managed spending in 2012. Vertical rectatipns were performed from several zones withie th
Colorado formation to assess the significance aabée geological, geotechnical and geophysicataittaristics as
it relates to hydraulic fracture growth and relafexlv parameters. Based on learnings from thisvagti and
monitoring of competitor activity, an eight welllgi project targeting horizontal development of ®elorado and
potentially the Viking formations is being desigrfed execution with the goal to confirm well oriatibn, fracture
techniques and type curves assumptions to assesxplected economic returns for future recoverhisf material
natural gas resource. Due to lower natural gasdnocecasts by McDaniel, 5.4 MMboe of proved andbable
undeveloped natural gas reserves in the Viking &ion, and FDC of $63.0 million related to futurevdlopment
of these reserves, were no longer recognized atmleer 31, 2012. It is expected that those resemitbde
recognized again if gas prices improve in the ®tand capital is committed to their development.uddeveloped
reserves are currently assigned to the Coloradodton.
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Conventional Heavy Qil

In the Mannville area of east central Alberta, Réupl has focused on exploration and developmenteificeous-
aged conventional heavy oil pools geographicallyesgistic with the Corporation’s shallow gas assétwough
Perpetual’s extensive database of 2D and 3D seiamiclow exposure exploration drilling, six Lloydriation
pools, four Sparky pools and one Basal Quartz pgumle been delineated and development commenced.
Development in 2011 and 2012 was at an inter-weltmg of 400 meters and 200 meters, with a twd tral at

100 meters. Through 2012 Perpetual drilled 35 (3#&8 horizontal wells in this play of which 30 (3%et) are
producing oil, 2 (2.0 net) are shut-in, and 3 (3 were standing awaiting facilities and startepgrations at year
end.

Dispositions in 2012 included a strategic sale aba-controlling interest in the Sparky Upper Maifiev2l pool.

This heavy oil disposition involved 150 boe/d obguction with associated proved plus probable veseof 0.1
MMboe, but effectively positioned the Corporatioithna technical and financial partner in order ¢celerate the
implementation of an enhanced oil recovery scheRerpetual is currently pursuing technical modelamy

preparing the regulatory applications and desigrimg facilities required to commence a secondacpvery

project. The Corporation expects results from fosl will lead to a better understanding of theorezable oil
reserves and value potential of this pool as welnaltiple other heavy oil pools in the Mannvilkgion. Perpetual
also completed a minor acquisition of working iets in two vertical wells to take ownership of tdpper

Mannville A pool to 100%.

Deep Basin

In west central Alberta, core operations have kestablished in the greater Edson area where th@amynowns
and operates both vertical multi-zone commingledlsaend horizontal wells producing liquids-rich gaem the
Wilrich formation. Major facilities include two opsted compressor stations, an extensive gatheyistgra and a
15% non-operated position in a sales gas plantduRtion also is processed through a third-pargpdaut plant to
maximize NGL recovery.

In 2012, Perpetual focused on further delineathwy fiotential of the Wilrich play in the greater Bdsarea. The
total capital activity on the Wilrich play in 20k®nsisted of 6 (4.0 net) wells and constructioraaompression
facility at West Edson. Production at West Edsas westablished in the first quarter of 2012 throaghewly
constructed compressor station in late March. Reapénas a 50 percent working interest and operigde®int

venture activities in the West Edson area.

Total greater Edson area production for 2012 of 24Mcfe/d represented an increase of 15 percent 20&1.
This production will continue to grow in 2013 a<ifties are expanded and the 2012 fourth quartdling
program wells are brought online by the end ot fipsarter of 2013 at which time net productionxpexted to be
31 MMcfe/d.

Dispositions in 2012 included properties in theagee Pembina and Carrot Creek areas of west ceitratta, and
included daily production of approximately 8.4 MNttfof natural gas, 575 bbl/d of oil & NGL produgtiavith
proved and probable reserves of 6.8 MMboe.

Perpetual has a 50 percent working interest in é@&ians of Montney liquids-rich natural gas-prom@ds at
Elmworth in west central Alberta. In 2012, the Gangttion participated in the drilling of 1 (0.5 ne@rtical well
drill to evaluate the Wapiti block, situated to theuthwest of Perpetual’s most prospective EImwaftntney
acreage, and to preserve expiring land. Completpmrations carried into 2013.

On December 18, 2012, Perpetual announced the Gumpad entered into a definitive purchase and sale
agreement, along with its partner, to jointly divitss EImworth Montney assets for gross proceedsl&5 million,
$77.5 million net to Perpetual, subject to certelosing adjustments and transaction costs. Thissaetion is
currently expected to close on or prior to March 2813. At year-end 2012, McDaniel estimated tptalved and
probable reserves of 13.1 MMboe net to Perpetuglratvorth. Furthermore, McDaniel estimated $122illion of
FDC would be required to convert these undevelapsdrves to producing reserves.
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Warwick Gas Storage

In 2010, Perpetual started up operations on it Wkr@as Storage facility, a grass roots developrpesject where
a depleted gas pool was converted for commercialsgarage operations. Working gas capacity of 17 vigs
established for its park and loan business aftegraécycles of operations.

On April 25, 2012, Perpetual sold a 90 percentr@gein its gas storage business WGS LP’ for cashegds of
$80.9 million, recording a gain on sale of $40.6liom. At the time of the sale, the Corporationeret into a
Management Services and Operations Agreement mirsuavhich Perpetual continues to provide manageraed
operational services to WGS LP for an annual feer @n initial two-year term. As part of the salerfetual
retained an option, exercisable within one yeacloking, to buy back from the purchaser up to ap8€cent
additional ownership interest in WGS LP at the samee as the initial sale plus working capital amither
adjustments, less any dividends paid, for a fimahe@rship interest post any exercise of the buy-tmgtion of up to
40 percent.

During the fourth quarter of 2012, WGS LP drilleebtnew horizontal wells to increase the working gagacity of
the storage facility from 17 Bcf to 19 Bcf. Apmiton has been made for delta pressuring , theaser of reservoir
pressure beyond its virgin state, to further insestne working gas capacity of the facility in 2013

Bitumen

Perpetual has positioned itself with 327,723 gi@26,699 net) acres of undeveloped oil sands lethseaghout
many of its shallow gas operating areas in north&lzerta including Panny, Liege, Marten Hills, £llWabasca,
Hoole and Calling Lake as well as a small projeeaaon the Peace River Arch. The bitumen resourtengial on
these leases will likely be developed over the ltergn using a variety of recovery techniques ragdgimom near
cold production technologies to in-situ thermaht@iques such as SAGD technology.

In 2012, Perpetual has applied for pilot approtaltest two unique recovery technologies in itsfjaand Marten
Hills bitumen properties. Approval has been reedivn Marten Hills and is expected imminently innRga

Perpetual has entered into a joint venture arraegéron the Marten Hills project which is designedtést
conductive heating in a thick Clearwater sand facieThe Panny pilot is designed to test electriogdt in

combination with water and potentially solvent @tjen in a Bluesky sand reservoir. Both reservane saturated
with bitumen which is lower viscosity than convemal bitumen reservoirs, and as such, require hesg to
establish flow. Limited capital is required foetde projects in 2013.

Independent contingent resource assessment repengsprepared by McDaniel in 2011 and partiallyated in the
first quarter 2013, resulting in the assignmentL &6 billion barrels of discovered bitumen initjalh place (best
estimate) and 1.88 billion barrels of undiscoveb#iimen initially in place (best estimate) on 2B14cres of
Perpetual’s oil sands leases, primarily in the RaBluesky sandstone and Liege Grosmont and Ledtmoonate
reservoirs. McDaniel assessed that this reprede2it® million barrels of recoverable contingentorgse (best
estimate) as well as 467 million barrels of prospeaesource (best estimate).

OTHER BUSINESS INFORMATION
Specialized Skill and Knowledge

Perpetual employs individuals with various profesal skills in the course of pursuing its businpEmn. These
professional skills include, but are not limited geology, geophysics, engineering, finance andnbas skills.
Drawing on significant experience in the oil ands dausiness, Perpetual believes its management hesna
demonstrated track record of bringing togethepofithe key components to a successful exploratimhproduction
company: strong technical and leadership skillserafional and capital project execution expertise;
entrepreneurial spirit that allows Perpetual teeiiely identify, evaluate and execute on valudeadinitiatives;
expertise in planning and financial controls; dpilo execute on business development opportunitied capital
markets expertise.
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Competitive Conditions

The oil and natural gas industry is very competitithe Canadian Association of Petroleum Produestisnates
that there are over 1,000 exploration and prodoatmmpanies in Canada. Perpetual controls lessdha percent
of the business in western Canada, but whereaittise, Perpetual believes it has a strong conipetiosition to
optimize value by driving strategy, operating améauting activities, controlling infrastructure, mimizing costs,
maximizing production, and capturing new opportiesit

Companies operating in the petroleum industry rmestage risks which are beyond the direct contraosfipany
personnel. Among these risks are those associaittd exploration, reservoir management, commoditicqs,
markets, foreign exchange rates and interest rates.

The oil and natural gas industry is intensely cotitipe and Perpetual competes with a substantiaiber of other
entities, many of which have greater technical rappenal and/or financial resources. With the mamature of
the Western Canadian Sedimentary Basin, the atce®ssw prospects is becoming more competitive amaptex.

Perpetual attempts to enhance its competitive ipadity operating in areas where it believes iteibgzal personnel
are able to reduce some of the risks associatédexjiloration, production and marketing becauseCin@pany has
established core competencies in these areas otappe Management believes that Perpetual willabée to

explore for and develop new production and resewiéls the objective of increasing its funds flowdareserve
base. SeeRisk Factors — Competitior'.

Commodity Price Cycles

The Company’s operational results and financialdition are dependent on commodity prices, spedifiche

prices of oil, natural gas, natural gas liquids @eésonal natural gas price spreads. Commodibeprave
fluctuated widely during recent years and are aeiteed by supply and demand factors including gdrezranomic
conditions, weather, environmental regulations @oticies, geopolitical risks, oil and gas resousdraction
technologies, oil fields equipment and servicesal@and regional access to markets, refining capaas well as
operating results and conditions in other oil aredural gas producing regions. The exploration fod dhe
development of oil and natural gas reserves is @ on access to areas where drilling is to belucted.
Seasonal weather variation, including "freeze-upd dreak-up", affect access in certain circumstanSee Risk

Factors — Seasonality.

Environmental Protection

The oil and natural gas industry is currently sabje environmental regulations pursuant to a Vg provincial
and federal legislation. Compliance with such legisn may require significant expenditures or tedo

operational restrictions. Breach of such requiresemay result in suspension or revocation of neggdicenses
and authorizations, civil liability for pollutionainage and the imposition of material fines and iesa all of
which might have a significant negative impact annings and overall competitiveness of the Corpamat-or a
description of the financial and operational effectf environmental protection requirements on tlapital

expenditures, earnings and competitive positionPefpetual, see Iridustry Conditions — Environmental

Regulation" and 'Risk Factors — Environmental'.

Employees
At December 31, 2012, Perpetual had 132 permamaplogees and 19 consultants located in its Calg#fige and

20 permanent employees in its field offices. ThapBaation also had 66 field employees and 32 fiedairly
consultants at December 31, 2012 in various fietdtions.
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Reorganizations

Other than disclosed undeGéneral Development of the Busine§sPerpetual has not completed any material
reorganization within the three most recently costgd financial years or during the current finahg@ar. No
material reorganization is currently proposed fog turrent financial year. Se&éneral Development of the
Business.

Environmental, Health and Safety Policies

The Corporation supports environmental protectind worker health and safety through the impleméentaand
communication of the Corporation's environmentalnagement and health and safety policies, practices
procedures. Committees focused on environment,ttheaid safety EH&S") issues are established in the
Corporation's operations which are designed toedrntinuous improvement in policies and prograrhikvtarget
accountability for EH&S by the Corporation, and @ésployees. Practices for continuous improveméi&S
performance management includes providing employétisjob orientation, training, instruction andpsuvision to
build competency, skill and accountability in conting daily activities in éealthy, environmentally responsible
and safe manner.

The Corporation develops emergency response peactirocedures and readiness plans in conjunctitnlecal

authorities, emergency services and the communiieshich it operates in order to effectively resdoto an

environmental or safety incident should it arisbe Effectiveness of these plans are evaluatedreguar basis to
ensure preparedness for emergency situations. dmagntal and risk assessments are undertakenvioprggects,

or when acquiring new properties or facilities nder to identify, assess and minimize environmerigd, loss and
operational exposures. The Corporation conductstsaawd operations to measure compliance with irdernd

industry standards, and for continuous improvenmergractices and procedures. Documentation is miget to

support internal accountability and measure opamatiperformance against recognized industry indisato assist
in achieving the objectives of the described pecnd programs.

Perpetual’s culture of safety has been acknowletlyedigh the results of an independent audit ferGlrtificate of
Recognition (COR) program under the Alberta goveants “Partnership in Injury Reduction” initiativen 2012,
Perpetual had an external auditor evaluate thedZatipn’s safety program for a second time. ThepGration was
again awarded the COR accreditation as the indeperelaluation found we exceeded the Alberta Empéoyt
and Immigration Workplace Partnerships standardaaomplishment shared amongst a select few imithend
gas industry. As part of the COR accreditation ser@al auditor is required to audit the Corponat&very three
years.

The Corporation also faces environmental, health safety risks in the normal course of its operstidue to the
handling and storage of hazardous substances. dtpf@tion's environmental and health and safetyageament
systems are designed to manage such risks in thpof@dion's business and allow action to be takerontrol the
risk of environmental, health or safety impactsnfresuch operations. A key aspect of these systentheis
conducting of internal and external inspection aaaits of worksites and offices. Se®isk Factors -
Environmental”.
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STATEMENT OF RESERVES DATA AND OTHER OIL AND GAS IN FORMATION
February 4, 2013

The reserves data set forth below is based upon thegures contained in the report of McDaniel dated
effective December 31, 2012, with a preparation datof February 4, 2013 (the McDaniel Repott) evaluating
or reviewing substantially all of Perpetual's crudeoil, NGL and natural gas reserves.

Disclosure of Reserves Data

McDaniel evaluated 81% of the total proved plusbatde future net revenue discounted at 10%. MaoBani
evaluated in the McDaniel Report 79% of the assigotal proved plus probable reserves and revigiednternal
evaluation completed by Perpetual on the remaipimigion, which primarily included certain naturaggassets in
eastern Alberta. McDaniel prepared their reseegoit using their own technical assumptions anerfmetations,
methodologies and pricing and cost assumptionse wounding, certain columns set forth belowhis section
may not add.

The McDaniel Report has been prepared in accordaithehe standards contained in the COGE Handlzmakthe
reserve definitions contained in NI 51-101 and@@GE Handbook. Additional information not required by 5ll-
101 has been presented to provide continuity aniitiadal information which Perpetual believes ispiontant to
readers of this Annual Information Form. McDanigls engaged to provide evaluations of proved aadegr and
probable reserves and no attempt was made to é¥adoasible reserves.

All of the Corporation's reserves are in Canada amate specifically, in the province of Alberta.

The Report on Reserves Data by McDaniel in FormdB1F2 is attached as Appendix B to this Annual dmiation
Form and the Report of Management and Director©ibrand Gas Disclosure in Form 51-101F3 is attachsd
Appendix A to this Annual Information Form.

There are numerous uncertainties inherent in estimguantities of crude oil, NGL and natural gasarves and
the future cash flows attributed to such reserVée. reserve and associated cash flow informatiorosth in this

Annual Information Form are estimates only. In gaheestimates of economically recoverable oil, N@hd

natural gas reserves and the future net cash ftberefrom are based upon a number of variable facod

assumptions, such as geological, geophysical, agtheering assessment of hydrocarbons in placeoampany

lands, historical production from the propertiesyduction rates, ultimate reserve recovery, timamgl amount of
capital expenditures, marketability of oil and matugas, royalty rates, the assumed effects of latign by

governmental agencies and future operating coltef ahich may vary materially from actual resultsor those
reasons, estimates of the economically recoveratide oil, NGL and natural gas reserves attribetabl any
particular group of properties, classification otk reserves based on risk of recovery and estinudtéuture net
revenues associated with reserves prepared byadiffengineers, or by the same engineers at difféimes, may
vary. The Corporation's actual production, reventses and development and operating expendiwitbsespect
to its reserves will vary from estimates theread anch variations could be material.

The information relating to the Corporation's crumle NGL and natural gas reserves contains forwaoting
statements relating to anticipated production,riutuet revenues, forecast capital expendituresrgudevelopment
plans and costs related thereto, forecast operatisty, anticipated production and abandonmensc8se Special
Note Regarding Forward-Looking Information and Statements$ and 'Risk Factors — Reserves Estimatés

It should not be assumed that the estimates ofdutet revenues presented in the tables belowseptre¢he fair
market value of the reserves. There is no assurdmatehe forecast prices and costs assumptiondbwiattained
and variances could be material. Actual reservdsvalue may be greater than or less than the estinpmovided in
this Statement of Reserves and Other Oil and Clasniation.
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SUMMARY OF RESERVES
TOTAL RESERVES
as at December 31, 2012
FORECAST PRICES AND COSTS

Light and
Medium Crude Natural Gas Oil
Ol Heavy Oil Natural Gas Liquids Equivalent
RESERVES Gross Net Gross Net Gross Net Gross  Net Gross Net
CATEGORIES (Mbbl) (Mbbl) (Mbbl) (Mbbl) (MMcf) (MMcf)  (Mbbl) (Mbbl) (Mboe) (Mboe)
Proved Producing 62 65 1,351 1,124 119,083104,581 901 659 22,161 19,278
Proved Non Producing 3 3 8 7 16,892 15,752 252 204 3,078 2,839
Proved Undeveloped 0 0 686 600 49,844 45,847 1,866 1,496 10,859 9,737
Total Proved 65 68 2,045 1,730 185,819166,180 3,019 2,359 36,099 31,854
Total Probable 28 28 1,931 1,578 202,782178,878 2,939 2,222 38,696 33,641
Proved and Probable 93 96 3,976 3,308 388,60345,057 5,958 4581 74,795 65,495
Notes:
1) "Gross” refers to company interest volumes before royaltie
) "Net” refers to company interest volumes after royalties
NET PRESENT VALUE OF FUTURE NET REVENUE
BEFORE TAX
as at December 31, 2012
FORECAST PRICES AND COSTS ($millions)
Unit Value
Before Income
Before Income Taxes Discounted at (%) Tax Discounted
RESERVES At 10%/Year
CATEGORIES 0% 5% 10% 15% 20% ($/Boe)
Proved Producing $286 $245 216 $194 $177 $9.75
Proved Non Producing 41 32 27 23 21 8.77
Proved Undeveloped 107 49 21 5 (5) 1.94
Total Proved 434 326 264 223 193 7.31
Total Probable 521 323 229 173 136 5.92
Proved and Probable $954 $650 $493 $395 $329 $6.59
NET PRESENT VALUE OF FUTURE NET REVENUE
AFTER TAX
as at December 31, 2012
FORECAST PRICES AND COSTS ($millions)
Unit Value
After Income
Tax
After Income Taxes Discounted at (%) Discounted At
RESERVES 10%/Year
CATEGORIES 0% 5% 10% 15% 20% ($/boe) V@
Proved Producing $286 $245 216 $194 $177 $9.75
Proved Non Producing 41 32 27 23 21 8.77
Proved Undeveloped 107 49 21 5 (5) 1.94
Total Proved 434 326 264 223 193 7.31
Total Probable 502 320 228 173 136 5.90
Proved and Probable $936 $646 $492 $395 $329 $6.58
Notes:
1) The after tax net present value of the Corporatioil'and gas properties reflects the tax burdetherproperties on a stand-alone
basis and utilizes the Corporation’s tax pools.
2) The after tax net present value of the Corporasi@il and gas does not consider the corporateitiaation, or tax planning. It does

not provide an estimate of the value at the le¥¢he corporation, which may be significantly di#et. The Corporation's financial
statements and the management's discussion aniarstiould be consulted for information at theelef the corporation.
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FUTURE NET REVENUE
TOTAL RESERVES (UNDISCOUNTED)
as at December 31, 2012
FORECAST PRICES AND COSTS ($millions)

Future
Future Net
Net Revenue
Gas over Abandonment Revenue After
Bitumen and Before Income
RESERVES Royalty Operating Development Reclamation Income Income Taxes
CATEGORIES Revenue Royalties Adjustments Costs Costs Costs Taxes Taxes 1@
Proved Reserves 1,279 (143) 45 (553) (156) (38) 434 - 434
Proved and
Probable
Reserves 2,821  (353) 45 (1,115) (382) (61) 954 (18) 936
Notes:

@

basis and utilizes the Corporation’s tax pools.

&)

The after tax net present value of the Corporatioii'and gas properties reflects the tax burdetherproperties on a stand-alone

The after tax net present value of the Corporasi@il and gas does not consider the corporateitiaation, or tax planning. It does

not provide an estimate of the value at the lef¢he corporation, which may be significantly difat. The Corporation's financial
statements and the management's discussion angiarsilould be consulted for information at theelef the corporation.

FUTURE NET REVENUE
TOTAL RESERVES
by production group
as at December 31, 2012

Future Net Revenue Unit
Before Income Taxes Value
(discounted at ($/Mcfe)
RESERVES CATEGORIES Production Group 10%/year) ($millions) ($/boe)
Proved Reserves Natural Gas and NGL (including todycts but 213 1.06/Mcfe
excluding solution gas from wells)
Proved Reserves Light and Medium Crude Oil (inaigdsolution 6 28.97/boe
gas and other by products)
Proved Reserves Heavy Oil (including solution gasl ather by 45 20.32/boe
products)
Proved Reserves — Total 264 7.31/boe
Proved and Probable Reserves Natural Gas and N@luding by products but 397 0.94/Mcfe
excluding solution gas from wells)
Proved and Probable Reserves Light and Medium Ceitldincluding solution 8 28.43/boe
gas and other by products)
Proved and Probable Reserves Heavy QOil (includiolgtisn gas and other by 88 20.73/boe
products)
Proved and Probable Reserves — Total 493 6.59/boe
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Forecast Prices and Costs
Pricing Assumptions (Forecast Prices and Costs)
SUMMARY OF PRICING ASSUMPTIONS

AS AT DECEMBER 31, 2012
FORECAST PRICES AND COSTS

West Texas Edmonton Alberta
Intermediate Light Crude Heavy Crude Natural Gas at Foreign

Crude Qil (0] Qil AECO Exchange
Year ($US/bbl) ($Cdn/bbl) ($Cdn/bbl) ($Cdn/MMbtu) ($US/$Cdny?)
2013 92.50 87.50 65.60 3.35 1.00
2014 92.50 90.50 67.90 3.85 1.00
2015 93.60 92.60 69.50 4.35 1.00
2016 95.50 94.50 70.90 4.70 1.00
2017 97.40 96.40 72.30 5.10 1.00
2018 99.40 98.30 73.70 5.45 1.00
2019 101.40 100.30 75.20 5.55 1.00
2020 103.40 102.30 76.70 5.70 1.00
2021 105.40 104.30 78.20 5.80 1.00
2022 107.60 106.50 79.90 5.90 1.00
2023 109.70 108.50 81.40 6.00 1.00
2024 111.90 110.70 83.00 6.15 1.00
2025 114.10 112.90 84.70 6.25 1.00
2026 116.40 115.20 86.40 6.35 1.00

Thereafter +2%lyr +2%lyr +2%lyr +2%lyr 1.00
Note:
1) Exchange rates used to generate the benchmarkmeéeprices in this table.

For comparison purposes, the Corporation realizegighted average gas price for the year ended ieee31,
2012 of $3.34/Mcf, including $0.86/Mcf of realizémtdging gains for natural gas. The weighted averBeO

daily gas index price for the same 12 month pewad $2.39/Mcf. Perpetual’s realized oil and NGlcpraveraged
$64.13 per bbl relative to the benchmarks primaatya result of wider heavy oil differentials amdvér NGL

prices. The West Texas Intermediate benchmark pf@e2012 was $US 94.20/bbl.

RECONCILIATION OF GROSS RESERVES
TOTAL RESERVES®
FORECAST PRICES AND COSTS

Gross Proved Gross Probable Gross Proved + Probable
Oil QOil QOil
Oil Gas Liquids Equivalent Oil Gas Liquids Equivalent Oil Gas Liquids Equivalent

Factors Mbbl MMcf Mbbl Mboe Mbbl MMcf Mbbl Mboe Mbbl MMcf Mbbl Mboe
December 31, 1,763 205,926 2,823 38,907 1,371 228,530 2,050 41,509 3,134 434,456 4,873 80,416
20112
Improved 1,128 26,269 942 6,448 1,270 48,329 1,705 11,030 3982, 74,597 2,647 17,478
Recoveries,
Extensions and
Discoverie§
Technical 723 26,322 369 5,479 (215)  (17,116) (367) (3,435) 508 9,206 2 2,044
Revisions
Acquisitions 16 106 3 37 4 36 1 10 20 142 3 47
Dispositions (553) (30,045) (791) (6,352) (375) (25,142) (397) (4,963) (929) (55,188) (1,188) (11,314)
Production (956) (36,333) (287) (7,299) - - - - (956)  (36,333) (287) (7,299)
Economic (10) (6,426) (41) (1,122) (94) (31,853) (52) (5,456) (105) (38,279) (93) (6,577)
Factors
December 31, 2,110 185,819 3,019 36,099 1,960 202,782 2,939 38,696 4,070 388,602 5,958 74,795
2012

Notes:

1) Includes reserves from zones not affected by gaslmtumen issue and reserves shut-in pursuanEtdBAdecisions and orders. See

"Risk Factors — Gas Over Bitumen Matters.
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) The opening balance on December 31, 2011 inclulle$ Rerpetual's reserves, including reserves Weae shut-in or identified for
shut-in as a result of the gas over bitumen isétiddecember 31, 2011 and 2012 all reserves shasim result of the gas over
bitumen issue were categorized as probable reserves

3) The Corporation includes all reserve additions Itegy from capital expenditures in Improved Recdsgr Extensions and
Discoveries.

Additional Information Relating to Reserves Data
Proved Undevel oped Reserves

The following table discloses, for each productetythe volumes of proved undeveloped reservesvibed first
attributed in each of the most recent three fir@ngars and, in the aggregate, before that time.

Light and Medium Oil Heavy Oil Natural Gas NGLs
(Mbbl) (Mbbl) (MMcf) (Mbbl)
First Cumulative First Cumulative First Cumulative First Cumulative
Year Attributed at Year End Attributed at Year End Attributed at Year End Attributed at Year End
Prior thereto 215 98 - - 52,438 70,036 306 306
2010 92 92 128 128 12,215 22,990 514 514
2011 19 19 354 354 17,411 28,454 686 1,075
2012 - - 463 686 20,597 49,844 763 1,866

The Corporation has a large inventory of provedewetbped reserves. Perpetual added proved undedtlop

reserves associated with its successful Mannvévi oil program in eastern Alberta, the liquidshriWilrich gas
program in west central Alberta and the liquidsirMdontney gas play at EImworth. These reservedaoked as
per the COGE Handbook to company land immediatdjgiceent to existing producing wells. With the exi@p of

the reserves associated with the Elmworth prop#éngysale of which is expected to close on or poMarch 15,
2013, the Corporation plans to develop these reseowver the next four to five years as part ofdardrilling

programs subject to commodity prices. The Corponatises many factors to determine its annual bsdged all
projects, whether booked as undeveloped reservasmioooked and residing in Perpetual’s prospectntorg,

compete based on these factors with funds balatoicethximize returns from capital investments ad aeldrive
strategic initiatives.

Probable Undevel oped Reserves

The following table discloses, for each productetyfhe volumes of probable undeveloped reservésatbiee first
attributed in each of the most recent three fir@ngars and, in the aggregate, before that time.

Light and Medium Oil Heavy QOil Natural Gas NGLs

(Mbbl) (Mbbl) (MMcf) (Mbbl)
First Cumulative First Cumulative First Cumulative First Cumulative
Year Attributed at Year End Attributed at Year End Attributed at Year End  Attributed at Year End
Prior thereto 64 144 - - 113,355 186,156 269 269
2010 46 46 86 86 14,473 101,690 486 600
2011 93 93 480 480 18,358 116,820 674 1,320
2012 - - 964 1,116 44,465 118,236 1,616 2,519

The Corporation has a large inventory of probalnl@eweloped reserves. Low forecast gas prices lesdted in a
portion of probable undeveloped Viking reservesbémome uneconomic. This was offset by Perpetudingd
probable undeveloped reserves associated withudsessful Mannville heavy oil program in easterbeita, the
liquids-rich Wilrich gas program in west centralb&lta and the liquids-rich Montney gas play at Ebrtv. These
reserves are booked as per the COGE handbook tpasgymands. With the exception of the reserves catenl
with the EImworth property, the sale of which igegted to close on or prior to March 15, 2013 tloepGration
plans to develop these reserves over the next éighine years as part of larger drilling prograsubject to
commodity prices. As stated above, the Corporatises many factors to determine its annual budgedsa#l
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projects, whether booked as probable undevelopsérres or unbooked and residing on Perpetual’sppobs
inventory, compete based on these factors withsibadanced to maximize returns from capital investinas well
as drive strategic initiatives.

Significant Factors or Uncertainties

The process of estimating reserves is complexeduires significant judgments and decisions basedwvailable
geological, geophysical, engineering, and econahaia. These estimates may change substantiallgdisoaal
data from ongoing development activities and prtéidac performance becomes available and as economic
conditions impacting oil and gas prices and cobinge. The reserves estimates contained hereibaged on
current production forecasts, prices and econoomdlitions.

As circumstances change and additional data beewaiéable, reserve estimates also change. Estimaa€ele are
reviewed and revised, either upward or downwardwasranted by the new information. Revisions areerof
required due to changes in well performance, prieesnomic conditions and governmental restrictions

Although every reasonable effort is made to ensha¢ reserve estimates are accurate, reserve &stima an
inferential science. As a result, the subjectiveiglens, new geological, geophysical or productidormation and
a changing environment may impact these estim&esisions to reserve estimates can arise from awany
year-end oil and gas prices, and reservoir perfoomaSuch revisions can be either positive or megat

Future Development Costs

The following table sets forth development costgludbted in the estimation of Perpetual's future nesenue
attributable to the reserve categories noted below.

FUTURE DEVELOPMENT COSTS
FORECAST PRICES AND COSTS ($millions)

Year Proved Reserves Proved and Probable Reserves
0% 10% 0% 10%
2013 28.4 27.4 42.4 40.8
2014 71.7 64.1 108.9 97.0
2015 55.9 457 82.0 67.0
2016 0.0 0.0 80.2 57.4
2017 0.0 0.0 26.6 17.3
Thereafter 0.3 0.1 41.8 24.1
Total 156.3 137.4 381.8 303.6

The Corporation expects to fund future developnedts from internally-generated funds flow, debtequity

financing through the capital markets and the Cafion does not expect such costs to make developaieany
properties uneconomic.

The McDaniel Report estimates that future capitate of $381.8 million will be required over théeliof the
Corporation's proved and probable reserves fodtfieng, completion, equipping and tie-in of onenventional
gas well, 33 conventional horizontal Mannville hgasil wells and up to 484 unconventional gas well$/
targeting the Cretaceous Viking formation, 33 targethe Wilrich, 33 targeting the Montney formatiand 1
targeting other west central zones. Future capitsls also include recompletion of up to 114 cotiveal gas wells
and 122 resource wells included in Perpetual's gdaand probable reserves. As the Corporation'siieshstaff
continue to analyze and evaluate the asset basexgpathd the facilities and pipeline infrastructudteyelopment of
the undeveloped reserves will be undertaken owené#xt several years. In addition to opportunitiasPerpetual’s
asset base recognized in the McDaniel Report, nodrBerpetual's current assets include significantemental
exploration, exploitation and development oppotiasi The Corporation has identified in its progpewentory
additional drilling recompletion and facility reét opportunities beyond those included in the Md&laReport.
See ‘Statement of Reserves Data and Other Oil and Gas formation - Other Oil and Gas Information —
Prospect Inventory'.
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Bitumen Contingent Resource
Bluesky Contingent Resource in Panny Area

Perpetual holds over 41,400 hectares (162 netossgtiof oil sands leases in the Panny Area of eamth
Alberta. Throughout 2011, the Corporation workedhwicDaniel to provide estimates of volumes of disgred
bitumen initially in place OBIIP "), undiscovered bitumen initially in placeUDBIIP "), contingent resources and
prospective resources for a portion of the Compaagsets in this area. Three vertical wells andrazdntal well
were drilled in the area in the first quarter ofl20and one existing well was deepened in the fiogdarter to
evaluate the reservoir quality and bitumen charesties of the Bluesky formation and to furtheridefthe extent of
the bitumen resource and extraction potential. §dsgnments of DBIIP, UDBIIP, recoverable contingesource
and recoverable prospective resource in the McD&aport ‘Perpetual Energy Inc. Clastic Oil Sands Resource
Assessment Evaluation of Bitumen and Heavy Oil Resoces as of June 30, 201land the subsequent update
“Evaluation of Discovered Bitumen Initially-in-Place and Contingent Bitumen Resources — Panny Aréa
effective December 31, 2011 are based on appro&iyn&® wells in the pools, and on the potentiall@pgon of
cyclic steam stimulation to the Bluesky formatios @ “technology under development” in carbonatermasrs.
These reports were prepared pursuant to NI 51-101.

Given the extent of the bitumen resource now cordit across the Panny acreage, the high qualityeoBtuesky
formation reservoir recovered in core, and thatviseosity of the bitumen discovered is capablé@afing at low
rates without any thermal or solvent assistance, Gorporation is encouraged by the results to datBanny.
Perpetual has plans to further quantify the resotincough additional drilling, has initiated a dietd review of
applicable technologies, and has applied for & pélst on its lands.

Hoole and Marten Hills Areas

Perpetual holds over 41,000 hectares (161 netossgtof oil sands leases in the Hoole and Martdls ldreas of
northern Alberta. Throughout 2011, the company wdrkvith McDaniel to provide estimates of volumes of
UDBIIP, DBIIP, contingent resources and prospectigsources for a portion of the Company’s assethase
areas. Three vertical wells were drilled in theaaamd 13 km of 2D seismic were acquired in the fitgarter of
2011, to evaluate the reservoir quality and biturclearacteristics of the Clearwater and Grand Rafoideations
and to further define the extent of the bitumenovese and extraction potential. The assignment®BfiP,
UDBIIP, recoverable contingent resource and reaerprospective resource in the McDaniel RepBgrpetual
Energy Inc. Clastic Oil Sands Resource Assessment&uation of Bitumen and Heavy Oil Resources as of
June 30, 2011are based on 57 wells in the pools, and on thergial application of cyclic steam stimulationthe
Clearwater formation and Steam Assisted Gravityiiaige (‘'SAGD”) to the Grand Rapids formation. The Report
was prepared pursuant to NI 51-101.

Liege Area

Perpetual holds 30,720 hectares (120 net sectafnsi) sands leases in the Liege area. During tfs¢ uarter of
2011, the Company acquired 42 km of 2D seismic @uilted three wells which encountered bitumen-sattent
reservoir in the Wabiskaw as well as in the Gros#grB and C and Leduc carbonate formations. Edd¢heothree
wells encountered three or more stacked zones,atitbast one zone having greater than ten metasndinuous
bitumen-saturated reservoir. The assignments dfFRIDBIIP, recoverable contingent resource anwbverable
prospective resource in the McDaniel Repétérpetual Energy Inc. Evaluation of Contingent andProspective
Resources of Grosmont and Leduc Bitumen as of Decéer 31, 2012 are based on 55 wells in the pools and on
the potential application of SAGD/CSS as techn@eginder development in carbonate reservoirs. HpoiRR was
prepared pursuant to NI 51-101 and was updatec dime report issued October 31, 2011 based on d&athn
improvements and greater well density.

Net Present Value of Resource
All of Perpetual’s contingent resources currentydr an "undetermined" economic status as sub-fitaiin into

economic and uneconomic categories has not bednated. Contingencies affecting the classificatmmnthe
resources referred to in the McDaniel reports mfeed in the sections above as reserves includgote
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development plans, the need for regulatory approaatl the need to perform an economic study regardi
production. There is no certainty that it will benemercially viable to produce any portion of theaerces. Please
see Notes Pertaining to the Reporting of Bitumen Contigent Resourcé below for applicable definitions and

risk factors.

The bitumen in place and recoverable resource astBnprepared in accordance with the COGE Handlavekas

follows:
Discovered” Undiscovered”
Gross Gross
Recoverable Recoverable
Gross Contingent Gross Prospective
Area Company DBIIP Resource Area Company  UDBIIP Resource
Resource Category| (hectares) Wi (Mbbl) (Mbbl) @ (hectares) Wi (Mbbl) (Mbbl) ®
Panny Clastics
Low Estimaté’ 100% 509,242 50,924
Best Estimat® 5,184 100% 755,009 132,127
High Estimaté& 100% 983,040 245,760
Other Clastics
Low Estimaté& 100% 36,467 5,470 100% 71,800 7,719
Best Estimat® 610 100% 70,691 14,178 676 100% 82,802 17,604
High Estimaté) 100% 128,406 33,589 100% 167,274 46,737
Liege Carbonates
Low Estimaté& 100% 432,554 42,015 100% 1,467,773 138,833
Best Estimat® 4,376 100% 529,769 132,442 16,267 100% 1,797,648 49,442
High Estimaté 100% 648,832 291,974 100% 2,201,660 990,747
Total All Areas
Low Estimate® 100% 978,263 98,408 100% 1,539,573 146,552
Best Estimaté! 10,170 100% 1,355,469 278,747 16,943 100% 1,880,45 467,016
High Estimate®™ 100% 1,760,278 571,323 100% 2,368,934 1,037,48
Note:
) Contingent and prospective resources have beenaed by McDaniel using the definitions is as dedinn section

five of the COGE Handbook. All volumes are reporbedore the deduction of royalties payable to ath@ontingent
resource assignments are in addition to any resssignments associated with these assets. Pefas¢orthe detailed
definitions contained under the headingotes Pertaining to the Reporting of Bitumen Contigent Resource’s

below.

Notes Pertaining to the Reporting of Bitumen Contigent Resources

The following are excerpts from the definitions reSources and reserves, contained in Section 5eofCOGE
Handbook, which is referenced by the Canadian f@&uAdministrators in NI 51-101.

Definitions

Contingent Resources are those quantities of metmolestimated, as of a given date, to be potentiaioverable
from known accumulations using established tectmplor technology under development, but which apé n
currently considered to be commercially recoverahle to one or more contingencies. Contingencieg indude
factors such as economic, legal, environmentalitipal, and regulatory matters, or a lack of maskét is also
appropriate to classify as contingent resourcesestitanated discovered recoverable quantities associwith a
project in the early evaluation stage. Contingeasdrirces are further classified in accordance thi¢ghlevel of
certainty associated with the estimates and magubeclassified based on project maturity and/orattarized by
their economic status. Criteria for determining coenciality are further detailed in the COGE Handb&ction

5.3.4.

Discovered Petroleum Initially-In-Place (DPIIP) (equivalent to discovered resources) is that diyaot petroleum
that is estimated, as of a given date, to be coathin known accumulations prior to production. Taeoverable
portion of discovered petroleum initially in pladecludes production, reserves, and contingent messy the

remainder is unrecoverable.

Economic Contingent Resources are those contingent resources which are currestijomically recoverable.
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Prospective Resources are those quantities of petroleum estimated, asgifen date, to be potentially recoverable
from undiscovered accumulations by applicationubfife development projects.

Undiscovered Petroleum Initially-In-Place (UDPIIP) (equivalent to undiscovered resources) is thantyaof
petroleum that is estimated, as of a given datdetecontained in known accumulations yet to beadisced. The
recoverable portion of undiscovered petroleum afiiti in place is referred to as "prospective resest; the
remainder as unrecoverable.

Total Petroleum Initially-In-Place (PIIP) is that quantity of petroleum that is estimatedetast originally in
naturally occurring accumulations. It includes thaantity of petroleum that is estimated, as ofvermy date, to be
contained in known accumulations, prior to produttiplus those estimated quantities in accumulatiget to be
discovered (equivalent to "total resources").

Uncertainty Categories for Resource Estimates

The range of uncertainty of estimated recoverablanaes may be represented by either determiniséoarios or
by a probability distribution. Resources shouldobevided as low, best, and high estimates as fallow

Low Estimate: This is considered to be a conservative estimateeoquantity that will actually be recoveredidt
likely that the actual remaining quantities rec@eewill exceed the low estimate. If probabilistietimods are used,
there should be at least a 90 percent probabi§0] that the quantities actually recovered wili@mpr exceed the
low estimate.

Best Estimate: This is considered to be the best estimate ofjttamtity that will actually be recovered. It is afjy
likely that the actual remaining quantities rec@eemwill be greater or less than the best estimatgrobabilistic
methods are used, there should be at least a s@nieggrobability (P50) that the quantities actuadigovered will
equal or exceed the best estimate.

High Estimate: This is considered to be an optimistic estimat¢hefquantity that will actually be recovered.dt i
unlikely that the actual remaining quantities rem@ad will exceed the high estimate. If probabitistiethods are
used, there should be at least a 10 percent pidpali10) that the quantities actually recovereill equal or
exceed the high estimate.

This approach to describing uncertainty may beiaggb reserves, contingent resources, and praspaesources.
There may be significant risk that sub-commerciad andiscovered accumulations will not achieve cenuial
production. However, it is useful to consider aidéntify the range of potentially recoverable quties
independently of such risk.

Levels of Certainty for Reported Reserves

With respect to contingent resources, not all tesdily feasible development plans will be commekrciBhe
commercial viability of a development project igpdadent on the forecast of fiscal conditions ower life of the
project. For contingent resources the risk compbmetating to the likelihood that an accumulatiorill vioe
commercially developed is referred to as the "chaoft development." For contingent resources thenahaof
commerciality is equal to the chance of development

Risk Factorsfor Resource Estimates

In general, estimates of gross original resourcesracoverable resources are based upon a numlif@ctofs and
assumptions made as of the date on which the @ssmeere determined, such as geological, techredbgind

engineering estimates and are subject to a vaosfetigks and uncertainties and other factors tbatd cause actual
events or results to differ materially from thosgi@pated in forward-looking estimates.

These risks and uncertainties include but are indted to: (1) the fact that there is no certaittigt the zones of
interest will exist to the extent estimated or tthegt zones will be found to have oil with charaistérs that meet or
exceed the minimum criteria in terms of net paykhess, porosity or oil saturation, or that the will be
commercially recoverable to the extent estimat@ilyicks inherent in the heavy oil and oil sand$ustry; (3) the
lack of additional financing to fund the Corporat® exploration activities and continued operatio(®)
fluctuations in foreign exchange and interest raf®sthe number of competitors in the oil and gatustry with
greater technical, financial and operations resmiand staff; (6) fluctuations in world prices andrkets for oil
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and gas due to domestic, international, politicedcial, economic and environmental factors beyohd t
Corporation's control; (7) changes in governmemgulaions affecting oil and gas operations and Hingh
compliance cost with respect to governmental rdguia; (8) potential liabilities for pollution orazards against
which the Corporation cannot adequately insure bickv the Corporation may elect not to insure; (B¢ t
Corporation's ability to hire and retain qualifieinployees and consultants; (10) contingencies taffpahe
classification as reserves versus resources whielterto the following issues as detailed in theGECHandbook:
ownership considerations, drilling requirementstite requirements, regulatory considerationsastfiucture and
market considerations, timing of production andedepment, and economic requirements; (11) thetfeadtthere is
no certainty that any portion of contingent resesrwill be commercially viable to produce; (12) fhet that there
is no certainty that any portion of the prospectresources will be discovered and if discovere@rehis no
certainty that it will be commercially viable toqutuce any portion of the resources; and (13) déors beyond
the Corporation's control. Any reference in thisn&al Information Form to DPIIP, UDPIIP, contingeesources
and prospective resources are not, and shouldenodmfused with oil and gas reserves.

Other Oil and Gas Information
Oil and Gas Properties

The following is a description of Perpetual’s imfamt oil and natural gas properties as at Decer8her2012.
Production stated is the Corporation's working aogalty interest share of production volumes andless

otherwise stated, is average production for 201&seRre amounts stated include Company gross resetus
royalty interest reserves as at December 31, 2@%2don forecast costs and prices as evaluatde iN¢Daniel

Report. See Disclosure of Reserves Data". The estimates of reserves and future net revdoueandividual

properties may not reflect the same confidencd levestimates of reserves and future net revasmedlfproperties
due to the effects of aggregation. Unless othergfeeified, gross acres, net acres and well codotrhation are as
at December 31, 2012.

Eastern:
Eastern Gas North

The North area is located in northeast Alberta @hdcomprised of 1,450,080 net acres (49.1%
undeveloped) with an average 72 % working inteias726 wellbores, with 799 gross (587.0 net)
producing natural gas zones. This area represepiamximately 41.5% of the production from Perpktua
assets for the year 2012. The Company operatesmdafarity of this area which produced 8,366 bo&/d i
2012 including 50.2 MMcf/d of natural gas.

Approximately 44% of Perpetual’s production fronistproperty is processed through ten 100% working
interest facilities which the Company operates.

Eastern Gas South

The South area is located east of Edmonton, Adbesnd is comprised of 973,657 net acres (44.6%
undeveloped) with an average 81.4 % working intenes540 wellbores, with 569 gross (466.5 net)
producing natural gas zones. This area represpptex@mately 23.8% of the production from Perpetual
assets for the year 2012. The Company operatesn#jerity of this area which 4,800 boe/d in 2012
including 28.8 MMcf/d of natural gas.

Approximately 60 % of the Perpetual’s productioonfr this property is processed through nine Company
owned and operated facilities.
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Eastern QOil

The Eastern Oil area is located east of Edmontdberfa with an average 89 % working interest in 81
gross (72.1 net) producing oil wells. This arearespnts approximately 13.0% of the production from
PET’s assets for the year 2012. Perpetual opettsisearea which produced 2,626 boe/d in 2012 diniy
2,543 bbls/d of heavy crude oil and 0.9 MMcf/d afural gas.

Current production in the Eastern Oil area is pseed through third party facilities.

West Central Deep Basin:

Edson

The Edson area is located west of Edmonton, Albeatad is comprised of 44,946 net acres (56.1%
undeveloped) with an average 88 % working inteiest7 gross (41.5 net) producing natural gas wells.
This area represents approximately 16.3% of thduymriion from Perpetual’s assets for the year 201M2e
Company operates the majority of this area whiddpced 3,266 boe/d in 2012, including 15.8 MMcfid o
natural gas and 633 bbls/d of crude oil and NGL.

Nearly 100% of Perpetual’'s production from this gedy is processed through a 100% Company owned
and operated compressor and then passed on totesped through a third party deep cut plant.

West Edson

The Ansell area is located west of Edmonton, Alberand is comprised of 22,101 net acres (95.7%
undeveloped) with an average 50% working intenet gross (2.0 net) producing natural gas wellgs Th
area represents approximately 3.7% of the produdiiom Perpetual’'s assets for the year 2012. The
Company operates this area which produced 750 hioe2612, including 3.8 MMcf/d of natural gas and
129 bbls/d of NGL.

Perpetual’s production is compressed through a 80ftpany owned and operated facility then processed
through a third party deep cut plant.

West Central Other

Other non-core assets in the West Central arez@rprised of 59,509 net acres (73.7% undeveloped)
with an average 100% working interest in 3 gra3® (net) producing natural gas wells. This area
represents approximately 1.7% of the productiomfierpetual’s assets for the year 2012. The Coynpan
produced 350 boe/d in 2012, including 1.3 MMcf/chatural gas and 127 bbls/d of crude oil and NGL.

Current production in the West Central Other asgarocessed through a combination of operatedtard t
party facilities.

Warwick Gas Storage:

The Warwick Gas Storage project is located ea&dwhonton, Alberta and is comprised of a 41 Bcf el gas
pool with an estimated 19 Bcf of working gas capaah 2012. There are 18 wells that are injectansl/or

producers in Warwick Gas Storage scheme. Addilignencluded in the gas storage facility are tweomtoring

wells and one standing well. Perpetual operateg#s storage facility under a management sergiement and
has a 10% interest in Warwick Gas Storage LP.



25

Oil and Gas Wells

The following table sets forth the number and stattiwells in which the Corporation had a workingerest as at
December 31, 2012.

Producing Gas Producing Oil Non Producing Non Producing
Wells Wells Gas Well$d® Oil Wells®®
Property GrossV Net? Gross? Net? Gros€? Net? Gross? Net?
Eastern
Eastern Gas
North 726 528.7 - - 964 765.8 - -
South 540 439.3 - - 600 506.1 - -
Eastern Gas Subtotal 1,266 968.0 - - 1,564 1971, - -
Eastern Oil - - 81 72.1 - - 26 16.7
Eastern Subtotal 1,266 968.0 81 72.1 1,564 1,271.9 26 16.7
West Central Deep Basin
Edson 47 41.5 4 3.1 22 17.1 - -
West Edson 4 2.0 - - 2 1.0 - -
Other 3 3.0 2 2.0 13 13.0 2 1.2
West Central Deep Basin Subtotal 54 46.5 6 5.1 37 31.0 2 1.2
Elmworth 1 0.5 - - 2 0.9 - -
Bitumen - - 6 6 - - 1 1.0
Warwick Gas Storagé® 15 15 - - 3 0.3 - -
TOTAL 1,336 1,016 93 83.2 1,606 1,304.2 29 18.9
Notes:
1) "Gross' refers to the number of wells, respectively, inieth a working interest is held by the Corporatilonaddition the Corporation
held royalty interests in 320 producing wells at®maber 31, 2012.
) "Net" refers to the aggregate of the numbers obtaiyadudtiplying each gross well by the percentagekivay interest therein.
3) "Non-Producing' refers to wells which are not currently produciither due to lack of facilities, markets or regaty approval.
This includes 72 gross (59 net) wells shut-in assalt of gas over bitumen regulatory rulings.
(4) Allowance for the abandonment costs associated tvighwell bores was made in the McDaniel Reporer&hare 41 gross (30 net)
wells that are classified as service wells notudel in the gross/net well count.
(5) Warwick Gas Storage producing gas wells are injsadad producers for commercial gas storage operati

Acreage | nformation

The following table sets out Perpetual's develoaed undeveloped land holdings as at December 312.2the
Corporation does not have any material work commiitis on any of Perpetual's properties.

Developed Acres Undeveloped Acres

Property Gross? Net? GrossY Net?
Eastern

North 1,091,825 738,320 953,289 698,631

South 827,059 540,440 467,115 435,088
Eastern Subtotal 1,918,885 1,278,761 1,420,404 8,720
West Central Deep Basin

Edson 38,880 19,733 34,240 25,213

West Edson 1,920 960 38,080 21,141

Other 31,359 15,650 57,483 43,859
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Developed Acres Undeveloped Acres

Property Gross?V Net? GrossP Net?

West Central Deep Basin Subtotal 72,159 36,344 1203 90,213

Elmworth - - 54,720 26,496

Bitumen 5,760 5,440 327,723 326,699

TOTAL 1,996,803 1,320,544 1,932,650 1,577,127

Notes:

1) "Gross' means the total number of acres in which the @@igon has an interest in respect of Perpetuatt®ist assets.

) "Net" means the aggregate of the numbers obtained Itjpiying each gross acre by the actual percentatgeest therein.

3) During 2013, 126,600 net acres are set to expirata of 176,186 net acres expired in 2012. TbepGration intends to assess all
expiring lands and, where appropriate, seek coation through mapping, development activity orttie case of higher risk areas,
farm outs, where third parties provide explorafiemding in exchange for an earned working interest.

(4) "Undeveloped Acresrefers to land where there are not any existietiswithin the rights associated with those lands.

Production Estimates

The following table sets out the volume of Perpktyaroduction estimated by McDaniel on a proved probable
basis for the year ended December 31, 2013, whickflected in the estimate of future net revenselassed in the

tables.

Natural Gas
2013 McDaniel Forecast Natural Gas Crude Oil Liquids
Production (MMcf/d) (bbl/d) (Mbbl/d)
Proved 79.0 2,400 0.7
Probable 8.7 800 0.1
Total Proved and Probable 87.6 3,200 0.8

Production History

The following tables summarize certain informatinmespect of production, product prices receivegalties paid,
operating expenses and resulting netback for tHegseindicated below:

2012 Quarter Ended

Dec 31 Sept 30 June 30 Mar 31
Average Daily Natural Gas Production (MMcf/d) 88.3 93.7 105.1 113.7
Average Daily Oil & NGL Production (bbl/d) 3,536 336 3,446 3,465
Total (MMcfe/d) 109.5 113.7 125.8 134.6
Average Realized Price ($/Mcfe) 5.18 4.58 4.44 4.63
Royalties ($/Mcfe) (0.35) (0.23) (0.27) (0.30)
Operating Costs ($/Mcfe) (1.90) (1.98) (1.74) .79
Transportation Costs ($/Mcfe) (0.27) (0.19) (0.17) (0.18)

Operating Netback ($/Mcfe) 1.89 2.18 2.26 2.36
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The following table indicates Perpetual's averagjtygroduction from each of the Corporation's careas for the
year ended December 31, 2012:

Average Annual Daily

Property Production (MMcfe/d)
Eastern
Eastern Gas
North 50.2
South 28.2
Other 0.6
EasternQil 15.7
Eastern Subtotal 94.7

West Central Deep Basin

Edson 19.6

West Edson 4.5

Other 2.1
West Central Deep Basin Subtotal 26.2

Elmworth 0.1
TOTAL 121.0

Prospect Inventory

The Corporation has identified numerous developnagiat low exposure exploration opportunities whicé aot
recorded in the McDaniel Report as these oppoiamido not meet the criteria to be booked as pravaztobable
reserves under NI 51-101. These prospects areretusadegrees of technical refinement and risk afit be
pursued during 2013 and beyond through drillingmptetion and tie-in activities or evaluated furtheith
additional seismic. These will be pursued as thieytechnically refined and as economic factors sischommodity
prices, proximity to infrastructure, operating eosind production rates permit. The spending oftiadal capital
beyond the estimates contained in the McDaniel Rép@xpected to increase value to the Sharetmltieough the
addition of production and reserves from new pawlsacceleration of production in existing pools ahtbugh
development of captured resource. Facility optitndraprojects target production and reserves amtaitithrough
improved recovery and by reducing operating coetextend the economic life of producing assets with
corresponding increase in recoverable reserves.

Mannville Heavy Oil

Through the successful application of horizontalllidg technology, Perpetual has established a ifsagmt
inventory of Mannville heavy oil exploration andvéédopment opportunities that are a key componeReaspetual’s
commodity diversification strategy. Reserves hagerbbooked by McDaniel for 29 drilling locationsyatar end
2012. Perpetual has recognized an additional 1Blihgrprospects in its prospect inventory at vasoevels of
delineation and drill readiness.

The additional inventory includes infill drillingttighter spacing in certain producing pools whawseked recovery
factors are low. There are also new pools whickethzeen identified with bypassed pay on existingiced wells
and have been mapped on 2D and/or 3D seismic.

Conventional Shallow Gas Opportunities

In 2013, Perpetual is focusing its capital budgeits two key investment priorities, Mannville hgasil and West
Central liquids rich natural gas projects. As auliesthe Corporation does not plan to pursue amyificant
conventional shallow gas opportunities in 2013. MeDaniel Report books one conventional gas drilll 414
recompletion opportunities in Perpetual’s curreminwentional shallow natural gas inventory. Furthdére
Corporation's prospect inventory has recorded rttuma 439 additional conventional drilling opporties on the
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Company lands targeting cretaceous Mannville angbBi@an shallow gas including pool extensions, depacing
for new pools on developed lands and low exposxpéoeation on undeveloped lands. Additional drifjiprospects
are at varying levels of technical analysis ancheadic evaluation. In addition, over 628 workovensl aecondary
zone completions have been identified that aradwottified in the McDaniel Report.

Bitumen

Perpetual has positioned itself with 327,726 gi@26,699 net) acres of undeveloped oil sands lethseaghout
many of its shallow gas operating areas in north&lzerta including Panny, Liege, Marten Hills, £llWabasca,
Hoole and Calling Lake as well as a small projeetaon the Peace River Arch. The bitumen resourtengial on
these leases will likely be developed over the ltergn using a variety of recovery techniques ragdiom near
cold production technologies to in-situ thermahteiques such as SAGD technology. In 2012, Perpbambpplied
for an experimental project approval to test a ueigecovery technology in its Panny Bluesky bitumpesperty and
is currently awaiting regulatory approval. Indegent contingent resource assessment reports wepanad by
McDaniel in 2011 and partially updated in Q1 20E3ulting in the assignment of 1.36 billion barmefisliscovered
bitumen initially in place (best estimate) and 1t8fion barrels of undiscovered bitumen initialty place (best
estimate) on 25,130 acres of Perpetual’s oil sdedses, primarily in the Panny sandstone and Lozgbonate
reservoirs. McDaniel assessed that this reprede2it® million barrels of recoverable contingentorgse (best
estimate) and 467 million barrels of prospectivrece (best estimate).

West Central Deep Basin

The Corporation has accumulated 129,803 gross 19(2t) acres of undeveloped land in west centitadra with
significant liquids rich natural gas resource pttgnas well as light oil play. Activity on thesends to develop the
liquids rich gas resource in the Wilrich formatianEdson and Ansell are planned throughout the sexral years
subject to commaodity prices. The McDaniel reporbks30 (20.4 net) Wilrich gas drills and 1 Rock ékgas drill.
Further, Perpetual has recorded in its prospeantory more than 150 (103.1 net) additional horiabdrilling
locations on the Company lands targeting the Wilaad other prospective horizons including the késtin and
Fahler.

Unconventional Viking and Colorado Shale

Perpetual has identified an extensive inventorymfonventional Viking formation tight gas opportigs in east
central Alberta, including 538 drilling locationsich recompletions itemized in the McDaniel Reporvering
approximately 200 sections of land. Perpetual aBs in excess of 640 additional sections of undgesl land
where unconventional Viking potential has been iifie. The Company has also identified the potnto
develop the shallow Colorado shale gas resourcdyavg the Viking formation throughout this eastnteal land
base. No undeveloped Colorado reserves were bdoka&dkcDaniel at year end 2012. A series of techngtatlies
have been conducted to assist in the understanditige economic viability of development of the @wldo group.
The results of these tests will allow Perpetugbdosue the orderly development of this materiabuese with both
recompletions following the depletion of the ungiamy Mannville reservoirs and multi-well drillingrpgrams
initiated as economic and technical conditionsadéct
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Capital Expenditures

The following tables summarize capital expendituielated to Perpetual's activities for the yeareehBecember
31, 2012:

($thousands)
Exploration and developmefit 79,724
Gas storage 51
Acquisitions 2,407
Dispositions (167,170)
Other 220
Total (84,768)
Notes:
1) Exploration and development expenditures for 20d@ude approximately $0.1 million in explorationst® which have been

expensed directly on the Corporation’s statemeniosg (2011 - $3.9 million; 2010 - $4.0 million)x@oration costs including
geological and geophysical expenditures and drg folsts are considered by Perpetual to be morelgloslated to investing
activities than operating activities, and therefibrey are included with capital expenditures.

Exploration and Development Activities

The following table sets forth the gross and ngbl@atory and development wells in which the Cogian
participated during the year ended December 312:201

Gross Net
Exploratory Wells
Light and Medium Oil 3 3.0
Natural Gas 3 15
Dry
Evaluation (Oil Sands) - -
Total 6 4.5
Success Rate (%) 100% 100%
Development Wells
Light and Medium Oil 32 30.6
Natural Gas 5 4.0
Dry - -
Evaluation and Service Wells 1 1.0
Total 38 35.6
Success Rate (%) 100% 100%
Total Exploration & Development 44 40.1

Additional Information Concerning Abandonment and Reclamation Costs

In addition to the abandonment cost estimates deavby McDaniel inclusive in their reserve assesgnierpetual
compiles annually an internal estimate of the Coapon’s total future asset retirement obligaticeséd on net
ownership interest in all wells, facilities and giipes, including estimated costs to abandon tHiswacilities and
pipelines and reclaim the sites, and the estimi@tadg of the costs to be incurred in future pesioBursuant to this
evaluation, the estimated value of Perpetual’sréuaasset retirement obligations, net of the estthaalvage value
of facilities and equipment and discounted at efggrcent is $78 million as at December 31, 2012 WeDaniel
Report includes an undiscounted amount of $61 anillivith respect to expected future well abandonneests
related specifically to proved and probable resemed such amount is included in the values cagdidfotal
Proved and Probable Reservésin the NPV of Funds Flow table (sedlét Present Value(*"NPV”) of Reserves
Summary”). Of the total future well abandonmenstsancluded in the McDaniel Report an undiscoumtenbunt
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of $44 million relates to Perpetual’'s developederess. The following table presents the estimatedré asset
retirement obligations and estimated net salvafigesaat various discount rates:

Discounted at

($millions, net to Perpetual) Undiscounted 5% 8% 10%
Well abandonment costs for developed reserves deduin 44 30 24 21
McDaniel Report

Well abandonment costs for undeveloped reservdaded in 17 10 8 6
McDaniel Report

Well abandonment costs for total proved and prabaé$erves 61 40 32 27
included in McDaniel Report

Estimate of other abandonment and reclamation casts 199 131 104 89
included in McDaniel Report

Total estimated future abandonment and reclamatsts 260 171 136 116
Salvage value (112) (74) (58) (50)
Abandonment and reclamation costs, net of salvage 48 1 97 78 66
Well abandonment costs for developed reserves dedluin (44) (30) (24) (22)
McDaniel Report

Estimate of additional future abandonment and neaton 104 67 48 45

costs, net of salvag8

Note:
1) Future abandonment and reclamation costs not iadlidthe McDaniel Report, net of salvage value.

Risk management

Perpetual’s risk management strategy is focusagsimy derivatives to mitigate the effect of comnypgrice volatility
on funds flow, to lock in economics on capital pegs and acquisitions and to take advantage oéperdt anomalies
in commodity markets. The Corporation uses botanial arrangements and physical forward salesdaamically
hedge up to a maximum of 60 percent of the traidjugrter’'s production including gas over bitumearded volumes as
limited by the Corporation’s revolving credit fatyl(“Credit Facility”). Further, oil or condensabmsed hedge volumes
for a given term are limited to 80 percent of tiwerage forecast future oil and condensate productiume after
royalties and gas-based hedge volumes for a garem are limited to 80 percent of the average fateftdure natural
gas production volume after royalties plus 40 paroéthe forecast future gas over bitumen deemedyttion value as
outlined in the Corporation’s Hedging and Risk Mggraent Policy. For the purposes of these limitatidrasis and
differential volumes are counted at 25 percent amelxercised call or put options are counted at &@emt of the
contract volumes.

Perpetual will also enter into foreign exchangemsaand physical or financial swaps related to ffierdntial between
natural gas prices at the AECO and NYMEX tradinpshin order to mitigate the effects of fluctuationsforeign

exchange rates and basis differentials on the Catipo’s realized gas price. The term “derivativéstludes all

financial and physical risk management contracliiofigh Perpetual considers the majority of thésde management
contracts to be effective economic hedges agaotsnpal gas price volatility, the Corporation doet follow hedge
accounting for its derivatives.

Perpetual’s risk management activities are condubtean internal Risk Management Committee undéiedjnes
approved by the Corporation’s Board of Directorxptual’s risk management strategy, though dedignienarily to
protect funds flow, is opportunistic in nature. Beging on management's perceived position in conitsnqutice
cycles, the Corporation may elect to reduce oeim&e its risk management position within the apga@uidelines. The
Corporation mitigates credit risk by entering imsk management contracts with financially sounedit-worthy
counterparties.

Financial forward sales contracts as of December2812 are disclosed in note 17 to the Corporagi@rinual
consolidated financial statements. Financial fodvsailes arrangements (net of related financialfpéce natural
gas purchase contracts) at the AECO trading hatt B&arch 11, 2013 are as follows:
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Futures
Volumes at Price market % of 2013 gas
Type of contract Term AECO (GJ/dY)  ($/GJY  ($/GJf¥  productior®)
Financial - AECO January - December 2013 10,000 3.80 3.28 11.3
Physical - AECO March 2013 7,500 3.03 3.14 8.5

Notes:

™ Average price calculated using weighted averageefdr net open sell contracts.

@ cCalculated using estimated 2013 gas productior8 @& GJ/d including gas over bitumen deemed pttimhuc

®  Futures market price incorporates settled AECO Migrindex prices for January to March 2013 and #EmivAECO prices as of March
11, 2013.

Perpetual also has in place the following costtedlar oil sales arrangements, to reduce exposufiedtuations in
the WTI index:

Volumes Futures
Type of at WTI Floor price Ceiling price market % of 2013 oil
contract Term (bbl/d)  ($US/bblY  ($US/bbISY  ($US/bbI? productior?
Collar January — December 2013 500 95.00 108.75 92.55 125
Collar January — December 2013 500 80.00 89.65 92.55 125
Collar® January — December 2013 500 82.00 90.25 92.55 125
Collar ™ January — December 2013 500 95.00 118.15 92.55 12.5
Period total 2,000 88.00 101.70 92.55 50.0
Collar February — December 2013 250 90.00 97.00 92.55 6.3
Collar January — December 2014 500 85.00 91.10 90.05 125
Collar January — December 2014 500 85.00 91.20 90.05 125
Period total 1,000 85.00 91.15 90.05 25.0

Notes:

™ Average price calculated using weighted averageefdr net open contracts.

@ Calculated using estimated 2013 oil and NGL produabf 3,994 bbl/d.

@ Futures market price incorporates settled and fiahWdT| oil prices as of March 11, 2013.

® In this collar arrangement Perpetual received kngeprice above the market price for such collars] in exchange should the WTI index
settle above $US118.15 per bbl in any month dutiegcontract period Perpetual will receive a pat&US100.00 per bbl.

® In this collar arrangement, if the WTI index setté or above $US82.00 per bbl in any month Peapeiili receive $US90.25 per bbl, and
if the index settles below $US82.00 per bbl Pergletill receive $US82.00 per bbl.

The Corporation has also entered into financiakaieés arrangements to fix the basis differentdieen the WTI
and WCS trading hubs as follows. The price at Whids contract settles is equal to the WTI indessla fixed
basis amount.

WTI-WCS
Type of Perpetual Differential
contract Sold/Bought Volumes (bbls/d) ($US/bbls) Term
Financial sold 1,000 ($23.75) April — December 2013

The Corporation has sold oil call options exerdisa@md expiring as follows.

Type of Volumes at Call price Futures market

contract  Term Expiry date  WTI (bbl/d) ($US/bbl WTI) ($US/bbl WTH®

Call January — December 2014 Dec 31, 2013 1,000 0090. 90.05

Call January - December 2014 Monthly 2014 2,000 .ams 90.05

Call January — December 2015 Monthly 2015 1,500 .amo 87.03
Note:

@ Futures market price incorporates forward WTI gites as of March 11, 2013.
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Perpetual has entered into the following U.S. ddbaward sales arrangements to limit the Corporesi exposure
to the effects of strength in the Canadian dollanatural gas prices.

Perpetual Notional Exchange rate
Type of contract Term sold/bought $USD/month ($CAD/$USD)
Financial® January — December 2013 sold $1,000,000 $1.0700
Financial® March — December 2013 sold $1,000,000 $1.0400
Financial® March — December 2013 sold $1,000,000 $1.0450
Financial® March — December 2013 sold $1,000,000 $1.0500
Notes:

™ In this arrangement, Perpetual receives $1,008doh day during the month that the daily $CAD/$USDhange rate is between $0.9750
and $1.0700. If the average monthly $CAD/$USD ergearate is greater than $1.0700 Perpetual payssB8D0,000 multiplied by the
difference between the average monthly $CAD/$USPBharge rate and $1.0700. No settlement occurs betwerpetual and the
counterparty if the average monthly $CAD/$USD exgearate settles below $0.9750.

@ At December 31, 2013, the counterparty has the tighxtend the arrangements for the following idhths.

INDUSTRY CONDITIONS

Companies operating in the oil and natural gasstrgiiare subject to extensive regulation and confroperations
(including land tenure, exploration, developmemnbdduction, refining and upgrading, transportatiang marketing)
as a result of legislation enacted by various kweélgovernment and with respect to the pricing @xation of oil
and natural gas through agreements among the goeeta of Canada, Alberta and British all of whitlowld be
carefully considered by investors in the oil and gadustry. It is not expected that any of thesgulations or
controls will affect the Corporation's operationsai manner materially different than they will aff@ther oil and
natural gas companies of similar size. All currlagfislation is a matter of public record and thergoration is
unable to predict what additional legislation oresmiments may be enacted. Outlined below are sdntleeo
principal aspects of legislation, regulations agckaments governing the oil and gas industry intevasCanada.

Pricing and Marketing
Oil

The producers of oil are entitled to negotiate salentracts directly with oil purchasers, with tlesult that the
market determines the price of oil. Worldwide dypgnd demand primarily determines oil prices. HBpecific
price depends in part on oil quality, prices of peting fuels, distance to market, the availabitifyransportation,
value of refined products, the supply/demand baama contractual terms of sale. Oil exportersaatse entitled to
enter into export contracts with terms not excegdine year in the case of light crude oil and twarg in the case
of heavy crude oil, provided that an order apprg\soch export has been obtained from the Nationafdy Board
of Canada (the "NEB"). Any oil export to be madequant to a contract of longer duration (to a maxn of 25
years) requires an exporter to obtain an expodntie from the NEB. The NEB is currently undergoimg
consultation process to update the current reguiatigoverning the issuance of export licences. Opaating
process is necessary to meet the criteria setnotitel federal Jobs, Growth and Long-term Prospédy which
received Royal Assent on June 29, 2012 (the "Pragpict”). In this transitory period, the NEB hasued, and is
currently following an "Interim Memorandum of Guiti@ concerning Oil and Gas Export Applications &ab
Import Applications under Part VI of the Nationaldtgy Board Act".

Natural Gas

Alberta's natural gas market has been deregulated $985. Supply and demand determine the pfioatoral gas
and price is calculated at the sale point, beirg wellhead, the outlet of a gas processing plantaogas
transmission system such as the Alberta "NIT" (Nioweentory Transfer), at a storage facility, at thiet to a utility
system or at the point of receipt by the consumgecordingly, the price for natural gas is dependgron such
producer's own arrangements (whether long or $bort contracts and the specific point of sale). nAsiral gas is
also traded on trading platforms such as the NaGiaa Exchange (NGX) or the New York Mercantile Exege
(NYMEX) in the United States, spot and future psi@an be set by such supply and demand. Naturahgasted
from Canada is subject to regulation by the NEB tedGovernment of Canada. Exporters are freestmtiate
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prices and other terms with purchasers, provided the export contracts must continue to meet icedther
criteria prescribed by the NEB and the Governméi@anada. Natural gas (other than propane, bwtadesthane)
exports for a term of less than two years or faeran of two to 20 years (in quantities of not mdnan 30,000
m*/day) must be made pursuant to an NEB order. Aaiyral gas export to be made pursuant to a cordfachger
duration (to a maximum of 25 years) or for a largeantity requires an exporter to obtain an exjieehce from the
NEB.

The North American Free Trade Agreement

The North American Free Trade AgreemeMAFTA ") among the governments of Canada, the UniteceStand
Mexico became effective on January 1, 1994. Irctrext of energy resources, Canada continuemntain free to
determine whether exports of energy resourcesddJthited States or Mexico will be allowed, providibet any
export restrictions do not: (i) reduce the proportof energy resources exported relative to the stpply of goods
of the party maintaining the restriction as compawethe proportion prevailing in the most rece®itni3onth period;
(i) impose an export price higher than the doneegtice (subject to an exception with respect tage measures
which only restrict the volume of exports); and) (ilisrupt normal channels of supply. All threigratory
countries are prohibited from imposing a minimumneaximum export price requirement in any circumséan
where any other form of quantitative restrictionpi®hibited. The signatory countries are also fitdd from
imposing a minimum or maximum import price requisgthexcept as permitted in enforcement of countiémga
and anti-dumping orders and undertakings.

NAFTA requires energy regulators to ensure the ntydend equitable implementation of any regulatohanges
and to ensure that the application of those chamgiesause minimal disruption to contractual agaments and
avoid undue interference with pricing, marketingd atistribution arrangements, all of which are impaot for
Canadian oil and natural gas expoN&FTA contemplates the reduction of Mexican resivi trade practices in
the energy sector and prohibits discriminatory loréstrictions and export taxes.

Royalties and Incentives
General

In addition to federal regulation, each province hegislation and regulations which govern royaltiproduction
rates and other matters. The royalty regime ifvargprovince is a significant factor in the prabfility of oil sands
projects, crude oil, natural gas liquids, sulphnd aatural gas production. Royalties payable adypetion from
lands other than Crown lands are determined by tisgpm between the mineral freehold owner and l¢ssee,
although production from such lands is subjectedain provincial taxes and royalties. Royaltiesyf production
on Crown lands are determined by governmental atigul and are generally calculated as a percemtbipe value
of gross production. The rate of royalties payajgaerally depends in part on prescribed refergmimes, well
productivity, geographical location, field discoyedate, method of recovery and the type or quatditythe
petroleum product produced. Other royalties angltg-like interests are, from time to time, carvedt of the
working interest owner's interest through non-pullansactions. These are often referred to asridirg
royalties, gross overriding royalties, net profiterests, or net carried interests.

Occasionally the governments of the western Canagiavinces create incentive programs for exploratnd
development. Such programs often provide for tgyadte reductions, royalty holidays or royalty tvedits and
are generally introduced when commodity prices lave to encourage exploration and development agtily
improving earnings and cash flow within the indystr

Alberta

Producers of oil and natural gas from Crown lamdélberta are required to pay annual rental paysjenirrently
at a rate of $3.50 per hectare, and make montlybityopayments in respect of oil and natural gaslpced.

Royalties are currently paid pursuant to "The Newydtty Framework" (implemented by tidines and Minerals
(New Royalty Framework) Amendment Act, 2008. and the “Alberta Royalty Framework”, which wasplemented
in 2010.
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Royalty rates for conventional oil are set by gyk@rsliding rate formula which is applied monthlydaincorporates
separate variables to account for production rates market prices. Effective January 1, 2011, tfaimum

royalty payable under the royalty regime was sét0d6. The royalty curve for conventional oil annoed on May
27, 2010 amends the price component of the corumadtoil royalty formula to moderate the increaséhie royalty
rate at prices higher than $538kompared to the previous royalty curve.

Royalty rates for natural gas under the royaltyimegare similarly determined using a single slidiate formula
incorporating separate variables to account fodpecton rates and market prices. Effective Jandar011, the
maximum royalty payable under the royalty regime wat at 36%. The royalty curve for natural gasanced on
May 27, 2010 amends the price component of theralagias royalty formula to moderate the increastaénroyalty
rate at prices higher than $5.25/GJ compared tpriéous royalty curve.

Oil sands projects are also subject to Albertajalty regime. Prior to payout of an oil sands pobj the royalty is
payable on gross revenues of an oil sands prof@obss revenue royalty rates range between 1 - &sérdling on
the market price of oil, determined using the agermonthly price, expressed in Canadian dollars\W@| crude
oil and Cushing, Oklahoma: rates are 1% when thekehgrice of oil is less than or equal to $55 parrel and
increase for every dollar of market price of oitiiease to a maximum of 9% when oil is priced at0d$d2higher.
After payout, the royalty payable is the greatethef gross revenue royalty based on the gross weveryalty rate
of 1-9% and the net revenue royalty based on theewenue royalty rate. Net revenue royalty ratast at 25%
and increase for every dollar of market price dfimtrease above $55 up to 40% when oil is price@120 or
higher. In addition, concurrently with the implemi&ion of the New Royalty Framework, the Governtmeh
Alberta renegotiated existing contracts with certail sands producers that were not compatible with current
royalty regime.

Producers of oil and natural gas from freehold saimdAlberta are required to pay annual freehotutpction taxes.
The level of the freehold production tax is basedt® volume of monthly production and a specifigie of tax for
both oil and gas.

The Innovative Energy Technologies Program (B P "), which is currently in place, has the statedechiyes of
increasing recovery from oil and gas deposits,ifigdechnical solutions to the gas over bitumenédssmproving
the recovery of bitumen by in-situ and mining teges and improving the recovery of natural gasnfrecoal
seams. The IETP provides royalty adjustments &cifip pilot and demonstration projects that uélinew or
innovative technologies to increase recovery fromatag reserves.

The Government of Alberta currently has in place tayalty programs, both of which commenced in 20@8 the

intention to encourage the development of deepigheh cost oil and gas reserves. A five-year paogifor

conventional oil exploration wells over 2,000 metpgovides qualifying wells with up to a $1 millien 12 months
of royalty relief, whichever comes first, and aefiyear program for natural gas wells deeper th&d@metres
provides a sliding scale royalty credit based optlil®f up to $3,750 per metre. On May 27, 2016, rthtural gas
deep drilling program was amended, retroactive &y M, 2010, by reducing the minimum qualifying defat 2,000
metres, removing a supplemental benefit of $875f00Wvells exceeding 4,000 metres that are spuddédequent
to that date, and including wells drilled into pedkilled prior to 1985, among other changes.

On November 19, 2008, the Government of Albertaoanoed the introduction of a five-year program of
transitional royalty rates with the intent of praiing new drilling. The five-year transition optias designed to
provide lower royalties at certain price levelghe initial years of a well's life when producticates are expected
to be the highest. Under this program, companiéiind new natural gas or conventional deep oills/¢between
1,000 and 3,500 m) receive given a one-time optiona well-by-well basis, to adopt either the neansitional
royalty rates or those outlined in the royalty regi These options expired on February 15, 201loanthnuary 1,
2014, all producers operating under the transitioogalty rates will automatically become subjeatthe royalty
regime. Production from wells operating under tlag@gitional royalty rates will not be subject te tloyalty curves
for conventional oil and natural gas.

On March 17, 2011, the Government of Alberta appdotheNew Well Royalty Regulation providing for the
permanent implementation of a formerly temporamaity program which provides for a maximum 5% royaate
for eligible new wells for the first twelve (12)gmuctive months or until the regulated “volume cegpfeached.



35

In addition to the foregoing, the Government of étia has implemented certain initiatives intendeddcelerate
technological development and facilitate the degalent of unconventional resources (tfi@merging Resource
and Technologies Initiative). Specifically:

» Coalbed methane wells will receive a maximum royedtte of 5% for 36 producing months on up to
750 MMcf of production, retroactive to wells thadan producing on or after May 1, 2010;

» Shale gas wells will receive a maximum royalty ratt&% for 36 producing months with no limitation
on production volume, retroactive to wells thatdegroducing on or after May 1, 2010;

» Horizontalgaswells will receive a maximum royalty rate of 5% ft8 producing months on up to 500
MMcf of production, retroactive to wells that comneed drilling on or after May 1, 2010; and

» Horizontal oil wells and horizontal non-project sdnds wells will receive a maximum royalty rate of
5% with volume and production month limits set adoag to the depth of the well (including the
horizontal distance), retroactive to wells that ce@amced drilling on or after May 1, 2010.

The Emerging Resource and Technologies Initiatilebe reviewed in 2014, and the Government of Alaehas
committed to providing industry with three yeargio® at that time if it decides to discontinue fnegram.

British Columbia

Producers of oil and natural gas from Crown lamdBiitish Columbia are required to pay annual repéyments,
currently at a rate of $3.50 per hectare, and nmakethly royalty payments in respect of oil and naftugas
produced. The amount payable as a royalty in ctsifenil depends on the type and vintage of thetloé quantity
of oil produced in a month and the value of that dbenerally, oil is classified as either light lbeavy and the
vintage of oil is based on the determination of thikethe oil is produced from a pool discoveredbeOctober 31,
1975 ("old oil"), between October 31, 1975 and Jane 998 (hew oil"), or after June 1, 1998 or through an
Enhanced Oil Recovery EOR") Scheme (third-tier oil *). The royalty calculation takes into account the
production of oil on a well-by-well basis, the sgfied royalty rate for a given vintage of oil, tagerage unit selling
price of the oil and any applicable royalty exemps. Royalty rates are reduced on low productiviglls,
reflecting the higher unit costs of extraction, amd the lowest for third-tier oil, reflecting tihhégher unit costs of
both exploration and extraction.

The royalty payable in respect of natural gas pceduon Crown lands is determined by a sliding séaimula

based on a reference price, which is the greaténeofiverage net price obtained by the produceragmebscribed
minimum price. For non-conservation gas (not poeduin association with oil), the royalty rate dege on the
date of acquisition of the oil and natural gas temights and the spud date of the well and may laésimpacted by
the select price, a parameter used in the royalty formula to account for inflation. Royalty mitare fixed for
certain classes of non-conservation gas when tfegeree price is below the select price. Consemagas is
subject to a lower royalty rate than non-conseovagas. Royalties on natural gas liquids are teuaiea flat rate of
20% of the sales volume.

Producers of oil and natural gas from freehold $aimd British Columbia are required to pay monthigehold
production taxes. For ail, the level of the frelehproduction tax is based on the volume of mongilgduction. It
is either a flat rate, or, at certain productiovels, is determined using a sliding scale formualadal on the reference
price similar to that applied to oil production 6nown land. For natural gas, the freehold productax is either a
flat rate, or, at certain production levels, isedgtined using a sliding scale formula based onréfierence price
similar to that applied to natural gas productiam ©rown land, and depends on whether the natursliga
conservation gas or non-conservation gas. Thedtdgiroduction tax rate for natural gas liquidsa iat 12.25%.

British Columbia maintains a number of targetedaityyprograms for key resource areas intended deease the
competitiveness of British Columbia's natural gaw broductivity wells. These include both royattsedit and
royalty reduction programs, including the following



36

Summer Royalty Credit Program providing a royalty credit equal to 10% of the deaand services
costs up to $100,000 for wells drilled between Aprand November 30 of each year;

Deep Royalty Credit Program providing a royalty credit defined in terms of alldr amount applied
against royalties, is well specific and appliegtiling and completion costs for vertical wellsttvia
true vertical depth greater than 2,500 metres aniddntal wells with a true vertical depth greatsan
2,300 metres (or 1,900 metres if spud after Augu&009) and if certain other criteria are met and
intended to reflect the higher drilling and comjaletcosts that relate to locations specific fagtors

Deep Re-Entry Royalty Credit Program providing royalty credit for deep re-entry wellstlwa true
vertical depth to the top of pay of the re-entryllveeent that is greater than 2,300 metres and a re
entry date subsequent to December 1, 2003; oeifvitll was spud on or after January 1, 2009, with a
true vertical depth to the completion point of teeentry well event being greater than 2,300 metres

Deep Discovery Royalty Credit Program providing the lesser of a 3-year royalty holiday or
283,000,000 rhof royalty free gas for deep discovery wells wétttrue vertical depth greater than
4,000 metres whose surface locations are at |€akil@mnetres away from the surface location of any
well drilled into a recognized pool within the safoemation;

Natural Gas Royalty Reduction providing a reduced royalty on wells drilled omdarights acquired
after June 1, 1998 and completed within 5 yeath@fate the rights are issued,;

Coalbed Gas Royalty Reduction and Credit Program providing a royalty reduction for coalbed gas
wells with average daily production less than 18,06 as well as a royalty credit for coalbed gas
wells equal to $50,000 for wells drilled on Crovandl and a tax credit equal to $30,000 for wells
drilled on freehold land,;

Marginal Royalty Reduction Program providing monthly royalty reductions for low progtivity non-
conservation natural gas wells with average monpitduction under 25,000 %wluring the first 12
production months and average daily production teas 23 m for every metre of marginal well
depth;

Ultra-Marginal Royalty Reduction Program providing additional royalty reductions for low
productivity shallow non-conservation natural gasllsvwith a true vertical depth of less than 2,500
metres in the case of vertical wells, and a togatival depth of less than 2,300 metres in the chse
horizontal well, average monthly production und8r0®0 ni during the first 12 production months
and average daily production less than 11¥(development wells) or 17 $r{(exploratory wildcat
wells) for every 100 metres of marginal well de@hd

Net Profit Royalty Reduction Program providing reduced initial royalty rates to facili¢é the
development and commercialization of technicallynptex resources such as coalbed gas, tight gas,
shale gas and enhanced-recovery projects, withehighyalty rates applied once capital costs have
been recovered.

Oil produced from an oil well that is located orther Crown or freehold land and completed in a el
discovered subsequent to June 30, 1974 may alerdrapt from the payment of a royalty for the fB6tmonths of
production or 11,450 fof production, whichever comes first.

The Government of British Columbia also maintaindra#rastructure Royalty Credit Program (tHeffastructure
Royalty Credit Program™) which provides royalty credits for up to 50% thfe cost of certain approved road
construction or pipeline infrastructure projecteimded to facilitate increased oil and gas expionaand production
in under-developed areas and to extend the drifleggson.

In August 2012, the Government of British Columarmounced that it is bringing in a nominal 2% royain both
oil and natural gas on the revenue for the firstrya&f production for wells drilled from Septembéd¥12 through to

June 2013.
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Saskatchewan

In Saskatchewan, the amount payable as Crown yogalfreehold production tax in respect of oil dege on the
type and vintage of oil, the quantity of oil progdcin a month, the value of the oil produced anecHied
adjustment factors determined monthly by the pragingovernment. For Crown royalty and freeholddurction
tax purposes, conventional oil is divided into ‘#gp, being "heavy oil", "southwest designated oil"'non-heavy
oil other than southwest designated oil". The emional royalty and production tax classificatiqt®urth tier
oil", "third tier oil", "new oil" and "old oil") d@end on the finished drilling date of a well and applied to each of
the three crude oil types slightly differently. awy oil is classified as third tier oil (having mi§hed drilling date
on or after January 1, 1994 and before OctobeO@4}p fourth tier oil (having a finished drillingate on or after
October 1, 2002 or incremental oil from new or exged waterflood projects) or new oil (oil from vweetirilled on
or after January 1, 1994 ). Southwest designatages the same definitions of third and fourtr il but new oll
is defined as conventional oil produced from a zamtal well having a finished drilling date on dtea February 9,
1998 and before October 1, 2002. For non-heavgtbir than southwest designated oil, the samsifitzgion is
used but new oil is defined as conventional oildueed from a vertical well completed after 1973 &ading a
finished drilling date prior to 1994, whereas olti® defined as conventional oil not classifiedtlisd or fourth tier
oil or new oil. Production tax rates for freeh@licbduction are determined by first determining @rewn royalty
rate and then subtracting the "Production Tax Fagt®TF") applicable to that classification of oil. Currgnthe
PTF is 6.9 for "old oil", 10.0 for "new oil" andHitd tier oil* and 12.5 for "fourth tier oil*. Th&inimum rate for
freehold production tax is zero.

Base prices are used to establish lower limithéngrice-sensitive royalty structure for convendiooil and apply at
a reference well production rate of 108 for "old oil", "new oil" and "third tier oil", and250 n¥ per month for
“fourth tier oil". Where average wellhead prices helow the established base prices of $100 pdomnthird and
fourth tier oil and $50 per fior new oil and old oil, base royalty rates arelaub Base royalty rates are 5% for all
fourth tier oil, 10% for heavy oil that is thirceti oil or new oil, 12.5% for southwest designatéddhat is third tier
oil or new oail, 15% for non-heavy oil other tharutfovest designated oil that is third tier or nely and 20% for
old oil. Where average wellhead prices are ab@age Iprices, marginal royalty rates are applietiégroportion of
production that is above the base oil price. Mzagroyalty rates are 30% for all fourth tier d5% for heavy oil
that is third tier oil or new oil, 35% for southvtetesignated oil that is third tier oil or new @K% for non-heavy
oil other than southwest designated oil that igdttier or new oil, and 45% for old oil.

The amount payable as Crown royalty or freeholdipation tax in respect of natural gas productiodégermined
by a sliding scale based on the actual price redegithe quantity produced in a given month, the typnatural gas,
and the classification of the natural gas. Likevamtional oil, natural gas may be classified am“associated gas"
(gas produced from gas wells) or "associated ggas produced from oil wells) and royalty rates deeermined
according to the finished drilling date of the resfive well. Non-associated gas is classifiedes gas (having a
finished drilling date before February 9, 1998 watfirst production date on or after October 1,8)9hird tier gas
(having a finished drilling date on or after Febgu8, 1998 and before October 1, 2002), fourth gia@s (having a
finished drilling date on or after October 1, 20@2) old gas (not classified as either third fieurth tier or new
gas). A similar classification is used for asstemlagas except that the classification of old gaaat used, the
definition of fourth tier gas also includes prodantfrom oil wells with a finished drilling date ipr to October 1,
2002, where the individual oil well has a gas-oibguction ratio in any month of more than 3,500 ahgas for
every i of oil, andnew gas is defined as oil produced from a well witfinished drilling date before February 9,
1998 that received special approval, prior to Oetab 2002, to produce oil and gas concurrentihevit gas-oil
ratio penalties. Natural gas liquids and by-prdsluecovered at gas processing plants are notcubja royalty.
Gas liquids which are produced and measured at¢tibead are treated as crude oil for royalty pegso

On December 9, 2010, the Government of Saskatchemwaated théreehold Oil and Gas Production Tax Act,
2010 with the intention to facilitate the efficient pagnt of freehold production taxes by industry. Taew
regulations with respect to this legislation aiig:The Freehold Oil and Gas Production Tax Regulations, 2012
which sets out the terms and conditions under wtiiehtaxes are calculated and paid; andT{ig Recovered Crude
Qil Tax Regulations, 2012which sets out the terms and conditions under wtagles on recovered crude oil that
was delivered from a crude oil recovery facility@mafter March 1, 2012 are to be calculated and. pa
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As with conventional oil production, base pricesdmon a well reference rate of 250° b6f/month are used to
establish lower limits in the price-sensitive rdyastructure for natural gas. Where average fggte prices are
below the established base prices of $50 per tmous@for third and fourth tier gas and $35 per thousaridor
new gas and old gas, base royalty rates are appBede royalty rates are 5% for all fourth ties,gh5% for third
tier or new gas, and 20% for old gas. Where awevegjl-head prices are above base prices, margigalty rates
are applied to the proportion of production thaali®ve the base gas price. Marginal royalty rates30% for all
fourth tier gas, 35% for third tier and new gasj @5% for old gas The currentegulatory scheme provides for
certain differences with respect to the administratyf "forth tier gas" which is associated gas.

The Government of Saskatchewan currently providesraber of targeted incentive programs. Theseaideboth
royalty reduction and incentive volume programs|uding the following:

Royalty/Tax Incentive Volumes for Vertical Oil Wells Drilled on or after October 1, 2002 providing
reduced Crown royalty (a Crown royalty rate of tesser of "fourth tier oil" Crown royalty rate and
2.5%) and freehold tax rates (a freehold produdionrate of 0%) on incentive volumes of 8,000 m
for deep development vertical oil wells, 4,000 for non-deep exploratory vertical oil wells and
16,000 nifor deep exploratory vertical oil wells (more thh700 metres or within certain formations)
and after the incentive volume is produced, thepmlduced will be subject to the "fourth tier" ritya
tax rate;

Royalty/Tax Incentive Volumes for Exploratory Gas Wells Drilled on or after October 1, 2002
providing reduced Crown royalty (a Crown royaltyeraf the lesser of "fourth tier oil" Crown royalty
rate and 2.5%) and freehold tax rates (a freehmdyztion tax rate of 0%) on incentive volumes of
25,000,000 rifor qualifying exploratory gas wells;

Royalty/Tax Incentive Volumes for Horizontal Oil Wells Drilled on or after October 1, 2002 providing
reduced Crown royalty (a Crown royalty rate of tesser of "fourth tier oil" Crown royalty rate and
2.5%) and freehold tax rates on incentive volumie8,000 ni for non-deep horizontal oil wells and
16,000 ni for deep horizontal oil wells (more than 1,700 mestor within certain formations) and after
the incentive volume is produced, the oil produadliibe subject to the "fourth tier" royalty taxtea

Royalty/Tax Incentive Volumes for Horizontal Gas Wells drilled on or after June 1, 2010 and before
April 1, 2013 providing for a classification of the well as aatjfying exploratory gas well and
resulting in a reduced Crown royalty (a Crown royahte of the lesser of "fourth tier oil" Crown
royalty rate and 2.5%) and freehold tax rates éeHold production tax rate of 0%) on incentive
volumes of 25,000,000 for horizontal gas wells and after the incentivéuwmee is produced, the gas
produced will be subject to the "fourth tier" royatlax rate;

Royalty/Tax Regime for Incremental Oil Produced from New or Expanded Waterflood Projects
Implemented on or after October 1, 2002 whereby incremental production from approved whted
projects is treated as fourth tier oil for the mses of Crown royalty and freehold tax calculatjons

Royalty/Tax Regime for Enhanced Oil Recovery Projects (Excluding Waterflood Projects)
Commencing prior to April 1, 2005 providing lower Crown royalty and freehold tax ehinations
based in part on the profitability of EOR projedisring and subsequent to the payout of the EOR
operations;

Royalty/Tax Regime for Enhanced Oil Recovery Projects (Excluding Waterflood Projects)
Commencing on or after April 1, 2005 providing a Crown royalty of 1% of gross revenuss
enhanced oil recovery projects pre-payout and 20%:©R operating income post-payout and a
freehold production tax of 0% pre-payout and 8%tjpa@yout on operating income from EOR
projects; and

Royalty/Tax Regime for High Water-Cut Oil Wells designed to extend the product lives and improve
the recovery rates of high water-cut oil wells agihnting "third tier oil" royalty/tax rates to
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incremental high water-cut oil production resultitgm qualifying investments made to rejuvenate
eligible oil wells and/or associated facilities.

In 1975, the Government of Saskatchewan introdugeBoyalty Tax Rebate RTR") as a response to the
Government of Canada disallowing Crown royaltied ammilar taxes as a deductible business expensedome
tax purposes. As of January 1, 2007, the remaibaignce of any unused RTR is limited in its cdomward to
seven years because of the Government of Canadasve to reintroduce the full deduction of pioeial resource
royalties from federal and provincial taxable in@m

On June 22, 2011, the Government of Saskatcheweaasexl the Upstream Petroleum Industry Associatasl G
Conservation Standards, which are designed to eeduissions resulting for the flaring and ventifigassociated
gas (the Associated Natural Gas Standard§. The Associated Natural Gas Standards werdlyodeveloped
with industry and the implementation of such staddacommenced on July 1, 2012 for new wells anditias
licensed on or after such date. These will applgxisting licensed wells and facilities on Jul\20,15.

Land Tenure

The respective provincial governments predominawtlyn crude oil and natural gas located in the waste
provinces. Provincial governments grant right®xplore for and produce oil and natural gas purst@mteases,
licences, and permits for varying terms, and ordd@ns set forth in provincial legislation includj requirements
to perform specific work or make payments. Privatership of oil and natural gas also existsirhgpiovinces
and rights to explore for and produce such oil aatliral gas are granted by lease on such termsantitions as
may be negotiated.

Each of the provinces of Alberta, British Columhiad Saskatchewan has implemented legislation grayfdr the

reversion to the Crown of mineral rights to deepn-productive geological formations at the con@unsof the

primary term of a lease or license. On March 29072 British Columbia expanded its policy of deéghts

reversion for new leases to provide for the rewersif both shallow and deep formations that cabeathown to be
capable of production at the end of their primayrt.

Alberta also has a policy of "shallow rights reven$ which provides for the reversion to the Crowaimineral
rights to shallow, non-productive geological forinas for all leases and licenses. For leases ianddes issued
subsequent to January 1, 2009, shallow rights sevemwill be applied at the conclusion of the prigngerm of the
lease or license. Holders of leases or licencasttave been continued indefinitely prior to Jagugr2009 will
receive a notice regarding the reversion of thél@haights, which will be implemented three yedirsm the date
of the notice. Leases and licences granted poidahuary 1, 2009 but continued after that datenatesubject to
shallow rights reversion until they continue pdsgit primary term (at which time the applicationddep rights
reversion occurs). Afterwards, the holders of saghreements will be served with shallow rights reiger notices
based on vintage and location similar to leasesliaadces that were already continued as of Janlia2909. The
order in which these agreements will receive rawaraotices will depend on their vintage and lomati

Environmental Regulation

The oil and natural gas industry is currently sabje environmental regulations pursuant to a varid provincial

and federal legislation, all of which is subject dovernmental review and revision from time to tim&uch

legislation provides for restrictions and prohitits on the release or emission of various subssapeEiuced in
association with certain oil and gas industry ofilena, such as sulphur dioxide and nitrous oxitteaddition, such
legislation sets out the requirements for the featiery abandonment and reclamation of well andlifacsites.

Compliance with such legislation can require sigaifit expenditures and a breach of such requirenraay result
in suspension or revocation of necessary licenedsaathorizations, civil liability for pollution daage, and the
imposition of material fines and penalties.On adfabllevel and pursuant the Prosperity Act, the &oment of
Canada amended or appealed several pieces of fedefisonmental legislation and in addition, crehg new
federal environment assessment regime. The chdaaghe environmental legislation under the Progpéyct are

intended to provide for more efficient and timelyvgonmental assessments of projects that prewohsti been
subject to overlapping legislative jurisdiction.
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In December, 2008, the Government of Alberta r&ldas new land use policy for surface land in Albethe

Alberta Land Use Framework (thé&LlUF"). The ALUF sets out an approach to manage pubiit private land
use and natural resource development in a managistbonsistent with the long-term economic, emvinental and
social goals of the province. It calls for the eepment of region-specific land use plans in ortdemanage the
combined impacts of existing and future land usthiwia specific region and the incorporation ofwamalative

effects management approach into such plans.

The Alberta Land Stewardship Act (the "ALSA") was proclaimed in force in Alberta on October2D09, and
provides the legislative authority for the Goverminef Alberta to implement the policies containedhe ALUF.
Regional plans established pursuant to the ALSA @ deemed to be legislative instruments equivtaten
regulations and will be binding on the Governmeinfllberta and provincial regulators, including tleogoverning
the oil and gas industry. In the event of a cebfiir inconsistency between a regional plan andhenaegulation,
regulatory instrument or statutory consent, theioms plan will prevail. Further, the ALSA requirdocal
governments, provincial departments, agencies amiingstrative bodies or tribunals to review thedgulatory
instruments and make any appropriate changes tareertisat they comply with an adopted regional plarhe
ALSA also contemplates the amendment or extingugstinof previously issued statutory consents such as
regulatory permits, leases, licenses, approvalsaanidorizations for the purpose of achieving or ntaning an
objective or policy resulting from the implementetiof a regional plan. Among the measures to sugpe goals
of the regional plans contained in the ALSA aressoxation easements, which can be granted for ribteqgion,
conservation and enhancement of land; and congenvdirectives, which are explicit declarations toned in a
regional plan to set aside specified lands in otdgrotect, conserve, manage and enhance theoamént.

On August 22, 2012, the Government of Alberta appdothe Lower Athabasca Regional PlahARP”) which
came into effect on September 1, 2012. The LARRKapproximately 93,212 square kilometres and the
northeast corner of Alberta. The region includesilastantial portion of the Athabasca oilsands,avbéch contains
approximately 82 per cent of the provinces oilsareource and much of the Cold Lake oilsands drARP
establishes six new conservation areas, bringiagdtal conserved land in the region to two milllmctares, or 22
per cent—an area three times the size of BanffddatiPark. The Alberta government plans to pay H80on to
producers whose leases will be cancelled in aretagside for conservation. Oil and gas companidsheiallowed
to continue to operate in conservation and reaeatireas while oilsands companies' tenures wiltdrcelled.
New petroleum and gas tenure sold in conservatiensawill include a restriction that prohibits sué access.
Application procedures for activities and facilitien the LARP, regulated by the Energy Resourcess@wation
Board and the Alberta Utilities Commission, respety, have been changed to accommodate the ndvictiEms
set out in the LARP. The LARP is the first of sevegions to get a land use plan. The next wilthee South
Saskatchewan region.

In British Columbia, th&il and Gas Activities Act (the "'OGCA") impacts conventional oil and gas producers,eshal
gas producers, and other operators of oil and ge#ities in B.C. Under the OGCA, the B.C. Oil ahs
Commission has broad powers, particularly with eespo compliance and enforcement and the setfingcbnical
safety and operational standards for oil and gatvites. The Environmental Protection and Management
Regulation establishes the government’s environmental objestfor water, riparian habitats, wildlife and Wiile
habitat, old-growth forests and cultural heritageources. The OGCA requires the Commission to denshese
environmental objectives in deciding whether ortechuthorize an oil and gas activity. In addifialthough not an
exclusively environmental statute, thRetroleum and Natural Gas Act requires proponents to obtain various
approvals before undertaking exploration or proidumctvork, such as geophysical licences, geophysixploration
project approvals, and permits for the exclusightito do geological work and geophysical explomtivork, and
well, test hole, and water-source well authorizaio Such approvals are given subject to environahent
considerations and licences and project approvatsbe suspended or cancelled for failure to compti this
legislation or its regulations.

In May of 2011, Saskatchewan passed changebh¢oQil and Gas Conservation Act (“SKOGCA"), the act
governing the regulation of resource developmeetatons in the province. Although the associatédr&ceived
Royal Assent on May 18, 2011, it was not proclainmd force until April 1, 2012, in conjunction itthe release
of The Oil and Gas Conservation Regulations, 2012 (“OGCR”) and The Petroleum Registry and Electronic
Documents Regulations (“Registry Regulations). The aim of the amendments to the SKOGCA, assbeiated
regulations, is to provide resource companies titvgsn Saskatchewan's energy and resource indastvith the
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best support services and business and regulatstgrss available. With the enactment of the RpgRegulations
and the OGCR, Saskatchewan has implemented a nurhbperational aspects, including the increasedashel for
record-keeping, increased testing requirementsirf@ction wells and increased investigation andossgment
powers; and, procedural aspects including thosgeaglto Saskatchewan’s participation as partnénaérPetroleum
Registry of Alberta.

Climate Change Regulation
Federal

On April 26, 2007, the Government of Canada rel@d3erning the Corner: An Action Plan to Reduce &eouse
Gases and Air Pollution" (theAttion Plan") which set forth a plan for regulations to addré®th green house
gases (GHGs") and air pollution. An update to the Action PJamurning the Corner: Regulatory Framework for
Industrial Greenhouse Gas Emissions" was releasddanch 10, 2008 (theUpdated Action Plan’). The Updated
Action Plan outlines emissions intensity-baseddtrgvhich will be applied to regulated sectors ibineg a facility-
specific, sector-wide or company-by-company basiacility-specific targets apply to the upstreainanid gas, oil
sands, petroleum refining and natural gas pipelseors. Unless a minimum regulatory thresholplieg, all
facilities within a regulated sector will be sulijgz the emissions intensity targets.

Although the intention was for draft regulations the implementation of the Updated Action Planbg&come
binding on January 1, 2010, the only regulationscanced pertain to carbon dioxide emissions from-ficed
generation of electricity (finalized in summer 2012 urther, representatives of the Government ariddla have
indicated that the proposals contained in the Ugti#tction Plan will be modified to ensure consisiemith the
direction ultimately taken by the United Stateshwi¢éspect to GHG emissions regulation. As a re#u#t unclear
to what extent implementation of the proposals @imetd in the Updated Action Plan will occur.

The United States Environmental Protection Agenttye (EPA") has indicated its intention to impose GHG
emissions standards for fossil fuel-fired powemnpaby specifying that it would issue final regidas by May 26,
2012, and with respect to refineries, specifyingt tih will issue proposed regulations by Decemb&r 2011 and
finalized regulations by November 10, 2012. TheAERd not meet the December 10, 2011 deadline &gl i
unclear whether the EPA will also miss the finalizegulations deadline. However, in March 2012, HA
proposed a strict GHG standard on new power plankg. While it is expected that this rule couldcearage
building new natural gas power plants rather thaad plants, the actual effect of the new rule wit be able to be
guantified for some time.

Alberta

Alberta enacted th€limate Change and Emissions Management Act (the "CCEMA") on December 4, 2003,
amending it through th€limate Change and Emissions Management Amendment Act, which received royal assent
on November 4, 2008. The CCEMA is based on ansams intensity approach similar to the UpdatedadkcPlan
and aims for a 50% reduction from 1990 emissiol&ive to GDP by 2020.

Alberta facilities emitting more than 100,000 tosred GHGs a year are subject to compliance withGREMA.
Similar to the Updated Action Plan, the CCEMA aheé fassociate@pecified Gas Emitters Regulation make a
distinction between "Established Facilities" andeiiNFacilities". Established Facilities are defirsexdfacilities that
completed their first year of commercial operat@ior to January 1, 2000 or that have completetitedg more
years of commercial operation. Established Faslire required to reduce their emissions intgmsi88% of their
baseline for 2008 and subsequent years, with Hzseline being established by the average of tie ohthe total
annual emissions to production for the years 2@02005. New Facilities are defined as facilitieatthompleted
their first year of commercial operation on Decembg, 2000, or a subsequent year, and have cordplegs than
eight years of commercial operation, or are deseghas New Facilities in accordance with Seecified Gas
Emitters Regulation. New Facilities are required to reduce their siniss intensity by 2% from baseline in the
fourth year of commercial operation, 4% of baselinehe fifth year, 6% of baseline in the sixth ye@% of
baseline in the seventh year, and 10% of basalitkee eighth year. Unlike the Updated Action Pliwe, CCEMA
does not contain any provision for continuous ahimprovements in emissions intensity reductiongdmel those
stated above.
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The CCEMA contains compliance mechanisms thatiandas to the Updated Action Plan. Regulated eanittcan
meet their emissions intensity targets by contiifguto the Climate Change and Emissions Managemand (the
"Fund") at a rate of $15 per tonne of g@quivalent. Unlike the Updated Action Plan, CCEM@&ntains no
provisions for an increase to this contributioreraEmissions credits can be purchased from regplilamitters that
have reduced their emissions below the 100,000etdhreshold or non-regulated emitters that havesigeed
emissions offsets through activities that resultemissions reductions in accordance with estaldigi®tocols
published by the Government of Alberta.

On December 2, 2010, the Government of AlbertagrhiseCarbon Capture and Storage Statutes Amendment Act,
2010. It deemed the pore space underlying all land inefth to be, and to have always been, the propértiye
Crown and provided for the assumption of long-tdiability for carbon sequestration projects by tGeown,
subject to the satisfaction of certain conditions.

British Columbia

In February 2008, British Columbia announced ameeeneutral carbon tax that took effect July 1,8200he tax is
consumption-based and applied at the time of retd# or consumption of virtually all fossil fugisirchased or
used in British Columbia. The current tax leves80 per tonne of CQequivalent. The final scheduled increase
took effect on July 1, 2012. There is no plan fmtHer rate increases or expansions at this timeorder to make
the tax revenue-neutral, British Columbia has imm@ated tax credits and reductions in order to bffee tax
revenues that the Government of British Columbialld@therwise receive from the tax.

In their 2012 Budget, British Columbia announced government will undertake a comprehensive reaéwhe

carbon tax and its impact on British Columbianse Taview will cover all aspects of the carbon tacluding

revenue neutrality, and will consider the impacttba competitiveness of B.C. businesses such & thothe
agriculture sector, and in particular, B.C.’s fgmebducers. Under this comprehensive review, BriG@stiumbians
can make written submissions to B.C.’s MinisteFofance, and these will be considered as parteo2€13 Budget
process.

On April 3, 2008, British Columbia introduced tBeeenhouse Gas Reduction (Cap and Trade) Act (the "Cap and
Trade Act") which received royal assent on May 29, 2008 padially came into force by regulation of the
Lieutenant Governor in Council. It sets a provimdde target of a 33% reduction in the 2007 leveIGHG
emissions by 2020 and an 80% reduction by 2050lik&the emissions intensity approach taken byféueral
government and the Government of Alberta, the GapTaade Act establishes an absolute cap on GHGs@mnss.
The Cap and Trade Act sets out the requirementthéreporting of the greenhouse gas emissions faaitities in
British Columbia emitting 10,000 tonnes or morecafbon dioxide equivalent emissions per year béggnon
January 1, 2010. Those reporting operations witlisgions of 25,000 tonnes or greater are requirethaee
emissions reports verified by a third party. Rec&mendments to the Act repealed past requirememisublic-
sector organizations, including Crown corporatidogye carbon neutral by 2010, and they are now m@tuired to
produce annual carbon reduction plans and repéwtslitional regulations that will further enableitish Columbia
to implement a cap and trade system are currentdgufurther development.

Saskatchewan

On May 11, 2009, the Government of SaskatchewaowuedThe Management and Reduction of Greenhouse
Gases Act (the 'MRGGA™") to regulate GHG emissions in the province. MRGGA received Royal Assent on
May 20, 2010 and will come into force on proclamati Regulations under the MRGGA have also yetdo b
proclaimed, but draft versions indicate that Sadi@an will adopt the goal of a 20% reduction in&Emissions
from 2006 levels by 2020.
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RISK FACTORS

Investors should carefully consider the risk factos set out below and consider all other informatiorcontained
herein and in the Corporation's other public filings before making an investment decision. The riskset out
below are not an exhaustive list, nor should be tan as a complete summary or description of all thesks
associated with the Corporation's business and thail and natural gas business generally.

Gas Over Bitumen Matters

The ERCB has established a process to identifypgaduction in Alberta that may pose an unacceptasleto the
stability and viability of co-located bitumen resoes and has ordered the shut-in of certain nagasiproduction
in northeast Alberta. These "shut-in orders"” heaked into question the ability to produce natgas when the
production of natural gas interferes with ultimbfeumen recovery. In particular, the ERCB, as pdirits broad
bitumen conservation strategy, has ordered theishaft natural gas production in the Wabiskaw andMMrray
formations in certain parts of the Athabasca Oid&aArea in northeast Alberta. Certain of the ©oafion's assets
are directly affected by such shut-in orders. Tugporation cannot ensure that additional prodactidl not be
shut-in in the future or that it will be able togmiate adequate compensation for having to shary such
production. This could have a material adverseceéfia our business, financial condition and opereti

The Government of Alberta has presently prescribegs over bitumen financial solution through anmeeits to
the royalty regulation with respect to natural &oyalty Regulation”), which provide a mechanisrhexeby the
Government may prescribe additional royalty compidgéo effect a reduction in the royalty calculateugh the
Crown royalty system for operators of gas wellsalhihave been denied the right to produce by the B\EW its
successor the ERCB, as a result of certain biturneservation decisions. The formula for calculatibthe royalty
reduction provided in the Royalty Regulation is:

0.5 x ((deemed production volume x 0.80) x (AlbeBas Reference Price - $0.3791/GJ))

Through this formula, operating expenses are é¥felgtdeemed to be $0.40 per Mcf, royalties arenae to be 20
percent, the deemed production is assigned thertdlb®as Reference Price, which includes a transfiont
component and the entire formula is assigned aes6ept reduction factor. The deemed production mek are
reduced by ten percent annually.

The Corporation is currently receiving these royaéiductions and there is no assurance that suftictiens will
continue to be received by the Corporation or thatCorporation will have sufficient gas crown rligs against
which to apply the royalty reductions.

Solution Gas Ownership

A portion of the Corporation's natural gas productis from properties where third parties hold fvién rights.
Certain of these third parties have suggested"s@tition gas" exists within the bitumen and thatrefore this
solution gas is the property of the bitumen rigidsder. If this is proven to be correct, and iisidemonstrated that
this solution gas has been or may continue to lelymed in association with the recovery of Perpgstua
conventional natural gas rights, these facts mag gse to a third party claim for compensation amgact future
production and reserves. A successful claim in tbgard may have a material adverse effect on asimbss,
financial condition and operations.

Exploration, Development and Production Risks

Oil and natural gas operations involve many ridia even a combination of experience, knowledge candful
evaluation may not be able to overcome. The lemmtcommercial success of the Corporation dependiso
ability to find, acquire, develop and commerciafisoduce oil and natural gas reserves. Withoutcihatinual
addition of new reserves, the Corporation's exgsteserves, and the production from them, will oiecbver time
as the Corporation produces from such reservefutude increase in the Corporation's reservesdefiend on both
the ability of the Corporation to explore and deyelts existing properties and on its ability tdes¢ and acquire
suitable producing properties or prospects. Ther® assurance that the Corporation will be ablginue to find
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satisfactory properties to acquire or participate Moreover, management of the Corporation magrdehe that
current markets, terms of acquisition, participatiw pricing conditions make potential acquisitiengarticipations
uneconomic. There is also no assurance that thgo@ation will discover or acquire further commatajuantities
of oil and natural gas.

Future oil and natural gas exploration may invalmprofitable efforts from dry wells as well as framells that are
productive but do not produce sufficient petrolesubstances to return a profit after drilling, coetiplg (including
hydraulic fracturing), operating and other cosBompletion of a well does not assure a profit anittvestment or
recovery of drilling, completion and operating st

Drilling hazards, environmental damage and varifieisl operating conditions could greatly increake tost of
operations and adversely affect the production fsocessful wells. Field operating conditionsuné, but are not
limited to, delays in obtaining governmental ap@swvor consents, and shut-ins of connected wedlsltiag from
extreme weather conditions, insufficient storagetransportation capacity or other geological ancchaeical
conditions. While diligent well supervision andegtive maintenance operations can contribute taimaing
production rates over time, it is not possible ltmmate production delays and declines from norfigdl operating
conditions, which can negatively affect revenue eash flow levels to varying degrees.

Oil and natural gas exploration, development ammtipection operations are subject to all the riskd hazards
typically associated with such operations, inclgdibut not limited to, fire, explosion, blowoutsatering, sour gas
releases, and spills or other environmental hazartisese typical risks and hazards could resulsubstantial
damage to oil and natural gas wells, productionlif@s, other property, the environment and peedanjury.
Particularly, the Corporation may explore for amdduce sour natural gas in certain areas. An eniitnal leak of
sour natural gas could result in personal injurgslof life or damage to property and may necdssita evacuation
of populated areas, all of which could result abllity to the Corporation.

Oil and natural gas production operations are siggect to all the risks typically associated vétich operations,
including encountering unexpected formations orsguees, premature decline of reservoirs and thasiom of
water into producing formations. Losses resulfirgn the occurrence of any of these risks may haweaterial
adverse effect on the Corporation's business, ¢iahoondition, results of operations and prospects

As is standard industry practice, the Corporat®mat fully insured against all risks, nor areréks insurable.
Although the Corporation maintains liability insac® in an amount that it considers consistent wittustry
practice, liabilities associated with certain riglauld exceed policy limits or not be covered. elther event the
Corporation could incur significant costs.

Global Financial Markets

Periodict market events and conditions, includirgguptions in the international credit markets atiger financial
systems and the American and European sovereighleldds have caused significant volatility in cooufity

prices. These events and conditions have causiedraase in confidence in the broader United Statdsglobal
credit and financial markets and have created maté of greater volatility, less liquidity, widejirof credit
spreads, a lack of price transparency, increaseditdnsses and tighter credit conditions. Notwahsling various
actions by governments, concerns about the generalition of the capital markets, financial instemts, banks,
investment banks, insurers and other financiaitingins caused the broader credit markets to &urtteteriorate
and stock markets to decline substantially. WHikré are signs of economic recovery, these fabtre negatively
impacted company valuations and are likely to camito impact the performance of the global econgeing

forward. Petroleum prices are expected to remalati® for the near future as a result of marketartainties over
the supply and demand of these commodities dudédoctirrent state of the world economies, actiokertaby

OPEC and the ongoing global credit and liquiditp@erns. This volatility may in the future affecet@orporation's
ability to obtain equity or debt financing on actadge terms.

Prices, Markets and Marketing

Numerous factors beyond the Corporation's contoplashd will continue to affect the marketabilitydaprice of oil
and natural gas acquired or discovered by the Qatipn. The Corporation's ability to market it$ and natural
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gas may depend upon its ability to acquire spaceipalines that deliver natural gas to commercialrkats.
Deliverability uncertainties related to the distaribe Corporation's reserves are to pipelines,gssieg and storage
facilities, operational problems affecting pipebnend facilities as well as government regulatielating to prices,
taxes, royalties, land tenure, allowable produgtiba export of oil and natural gas and many o#ispiects of the oil
and natural gas business may also affect the Catipor

Prices for oil and natural gas are subject to lfiguations in response to relatively minor chesmign the supply of
and demand for oil and natural gas, market unceytaind a variety of additional factors beyond ¢tbatrol of the
Corporation. These factors include economic camust in the United States, Canada and Europeadtiens of
OPEC, governmental regulation, political stabiltythe Middle East, Northern Africa and elsewhehe foreign
supply of oil and natural gas, risks of supply djgion, the price of foreign imports and the aualley of
alternative fuel sources. Prices for oil and retgas are also subject to the availability of igmemarkets and the
Corporation's ability to access such markets. Aenw decline in prices could result in a reduatiof the
Corporation's net production revenue. The econemigroducing from some wells may change becatismer
prices, which could result in reduced productionodf or natural gas and a reduction in the voluroéshe
Corporation's reserves. The Corporation might aleot not to produce from certain wells at lowecgs.

All these factors could result in a material deseedn the Corporation's expected net productiormeg and a
reduction in its oil and natural gas acquisitiomvelopment and exploration activities. Any subttdrand

extended decline in the price of oil and natura wauld have an adverse effect on the Corporat@arying value
of its reserves, borrowing capacity, revenues,itafofity and cash flows from operations and mayéha material
adverse effect on the Corporation's business, ¢dinhnondition, results of operations and prospects

Oil and natural gas prices are expected to renalatile for the near future because of market uadsies over the
supply and the demand of these commodities dube@tirrent state of the world economies, OPEC Rstiand
sanctions imposed on certain oil producing nationsther countries and the ongoing credit and diguiconcerns.
Volatile oil and natural gas prices make it difficito estimate the value of producing propertiesdoquisitions and
often cause disruption in the market for oil anturel gas producing properties, as buyers andrsdieve difficulty
agreeing on such value. Price volatility also nsakaifficult to budget for and project the retusn acquisitions
and development and exploitation projects.

Market Price of Common Shares

The trading price of securities of oil and natugas issuers is subject to substantial volatilitgfased on factors
related and unrelated to the financial performamc@rospects of the issuers involved. Factors latee to the
Corporation's performance could include macroecdonodevelopments nationally, within North America or
globally, domestic and global commodity prices arrent perceptions of the oil and gas market. Bty the
market price of the common shares of the Corparatiould be subject to significant fluctuations @sponse to
variations in the Corporation's operating restitgncial condition, liquidity and other internadtors. The price at
which the common share$ the Corporation will trade cannot be accurateldicted.

Failure to Realize Anticipated Benefits of Acquisibbns and Dispositions

The Corporation considers acquisitions and disjpositof businesses and assets in the ordinary eairsusiness.
Achieving the benefits of acquisitions depends oecessfully consolidating functions and integratoygrations
and procedures in a timely and efficient manner ted Corporation's ability to realize the anticgzhtgrowth
opportunities and synergies from combining the &egubusinesses and operations with those of thrpdaZation.
The integration of acquired businesses may recuilestantial management effort, time and resouroesrtohg
management's focus from other strategic opporemiind operational matters. Management continaalgsses
the value and contribution of services provided asskts required to provide such services. Inrégard, non-core
assets may be periodically disposed of so the Catipo can focus its efforts and resources moreiefftly.
Depending on the state of the market for such re-assets, certain non-core assets of the Coipr#tdisposed
of, may realize less than their carrying valuelmnfinancial statements of the Corporation.
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Operational Dependence

Other companies operate some of the assets in wiéclorporation has an interest. The Corporaias limited
ability to exercise influence over the operatioritafse assets or their associated costs, whicll ealdersely affect
the Corporation's financial performance. The Coafion's return on assets operated by others dspepon a
number of factors that may be outside of the Cafyan's control, including, but not limited to, ttiening and
amount of capital expenditures, the operator's iggeand financial resources, the approval of pgaticipants,
the selection of technology and risk managemerutioes.

Project Risks

The Corporation manages a variety of small andelgngjects in the conduct of its business. Prajietays may
delay expected revenues from operations. Sigmifipeoject cost over-runs could make a project anemic. The
Corporation's ability to execute projects and madieand natural gas depends upon numerous fabeysnd the
Corporation's control, including:

« the availability of fracture stimulation equipmeantd services;

« the availability of processing capacity;

» the availability and proximity of pipeline capagity

» the availability of storage capacity;

» the availability of, and the ability to acquire, tema supplies needed for drilling and hydraulic
fracturing, or the Corporation's ability to dispadfewater used or removed from strata at a readenab
cost and within applicable environmental regulagion

» the supply of and demand for oil and natural gas;

» the availability of alternative fuel sources;

+ the effects of inclement weather;

« the availability of drilling and related equipment;

e unexpected cost increases;

* accidental events;

» currency fluctuations;

» changes in regulations;

» the availability and productivity of skilled labguand

» the regulation of the oil and natural gas industyyvarious levels of government and governmental
agencies.

Because of these factors, the Corporation couldriadle to execute projects on time, on budgett all,aand may
be unable to market the oil and natural gas thabitluces effectively.

Gathering and Processing Facilities and Pipeline Stems

The Corporation delivers its products through gaitige processing and pipeline systems some of witidbes not
own. The amount of oil and natural gas that thepGation can produce and sell is subject to thessibility,
availability, proximity and capacity of these gathg, processing and pipeline systems. The lacikvailability of
capacity in any of the gathering, processing ampetlpie systems, and in particular the processiciitfas, could
result in the Corporation's inability to realizestfull economic potential of its production or irreduction of the
price offered for the Corporation's production.hdltigh pipeline expansions are ongoing, the ladkrof pipeline
capacity continues to affect the oil and natura malustry and limit the ability to produce andmarket oil and
natural gas production. In addition, the pro-ratignof capacity on inter-provincial pipeline systemiso continues
to affect the ability to export oil and natural ga#sy significant change in market factors or otleenditions
affecting these infrastructure systems and faedlitas well as any delays in constructing new strfuature systems
and facilities could harm the Corporation's bussnasd, in turn, the Corporation's financial comuitiresults of
operations and cash flows.

A portion of the Corporation's production may, fraime to time, be processed through facilities cavbg third
parties and over which the Corporation does not@ntrol. From time to time these facilities magcdntinue or
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decrease operations either as a result of normmaicsey requirements or as a result of unexpecteehts. A
discontinuation or decrease of operations coulcerradly adversely affect the Corporation's abilioyprocess its
production and to deliver the same for sale.

Competition

The petroleum industry is competitive in all itsaghs. The Corporation competes with numerous ethi@ies in

the search for, and the acquisition of, oil andiradtgas properties and in the marketing of oil aatural gas. The
Corporation's competitors include oil and natur@ gompanies that have substantially greater fiaaresources,
staff and facilities than those of the Corporatidrhe Corporation's ability to increase its ressrivethe future will

depend not only on its ability to explore and depeits present properties, but also on its abilityselect and
acquire other suitable producing properties or peots for exploratory drilling. Competitive factoin the

distribution and marketing of oil and natural gasliide price, methods, and reliability of delivenyd storage.

Cost of New Technologies

The oil industry is characterized by rapid and 8igant technological advancements and introductioh new
products and services utilizing new technologiethe® oil companies may have greater financial, next and
personnel resources that allow them to enjoy teolgical advantages and may in the future allow thim
implement new technologies before the Corporafidrere can be no assurance that the Corporatiorbeiidible to
respond to such competitive pressures and implemsesit technologies on a timely basis or at an aabépcost.
One or more of the technologies currently utilizgdthe Corporation or implemented in the future rbagome
obsolete. In such case, the Corporation's busifiessicial condition and results of operations doné materially
adversely affected. If the Corporation is unabletibize the most advanced commercially availaklehtiology, its
business, financial condition and results of openatcould be materially adversely affected.

Alternatives to and Changing Demand for Petroleum Roducts

Full conservation measures, alternative fuel regments, increasing consumer demand for alternatoved and
natural gas, and technological advances in fueh@ty and energy generation devices could reducdehwnd for
oil and other liquid hydrocarbons. The Corporatiannot predict the impact of changing demand foamd natural
gas products, and any major changes may have aiahatdverse effect on the Corporation's businésancial
condition, results of operations and cash flows.

Regulatory

Various levels of governments impose extensive rotsitand regulations on oil and natural gas opemati
(exploration, production, pricing, marketing anansportation). Governments may regulate or interveith
respect to exploration and production activitiescgs, taxes, royalties and the exportation ofaoitl natural gas.
Amendments to these controls and regulations mauyroitom time to time in response to economic oiitisal
conditions. See:Ihdustry Conditions'. The implementation of new regulations or thedification of existing
regulations affecting the oil and natural gas itdusould reduce demand for crude oil and natuaal gnd increase
the Corporation's costs, either of which may haveagerial adverse effect on the Corporation's kassinfinancial
condition, results of operations and prospectsortfer to conduct oil and natural gas operatioms,Gorporation
will require licenses from various governmentalrauities. There can be no assurance that the Catipo will be
able to obtain all of the licenses and permits thaty be required to conduct operations that it mégh to
undertake. In addition to regulatory requiremegrggaining to the production, marketing and saleibédnd natural
gas mentioned above, the Corporation's businesdirantial condition could be influenced by fedeedislation
affecting, in particular, foreign investment, thgbulegislation such as th€ompetition Act (Canada) and the
Investment Canada Act (Canada).

Royalty Regimes

There can be no assurance that the federal govetrand the provincial governments of the westenvipices will
not adopt a new or modify the royalty regime whiohy have an impact on the economics of the Corjporat
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projects. An increase in royalties would reduce tberporation's earnings and could make future ahpit
investments, or the Corporation's operations, éessiomic.

Hydraulic Fracturing

Hydraulic fracturing involves the injection of watsand and small amounts of additives under pressto rock
formations to stimulate hydrocarbon (oil and ndtgas) production. Specifically, hydraulic fradhg is used to
produce commercial quantities of oil and natura fram reservoirs that were previously unproductiveny new
laws, regulations or permitting requirements regaydhydraulic fracturing could lead to operatiorgglays,
increased operating costs, third party or governateclaims, and could increase the Corporation'stcf
compliance and doing business as well as delaydéwelopment of oil and natural gas resources froales
formations, which are not commercial without the w$ hydraulic fracturing. Restrictions on hydiautacturing
could also reduce the amount of oil and natural thas the Corporation is ultimately able to proddiaam its
reserves.

Environmental

All phases of the oil and natural gas business emtegnvironmental risks and hazards and are sulbject
environmental regulation pursuant to a varietyeaferal, provincial and local laws and regulatioEsvironmental
legislation provides for, among other things, liedtins and prohibitions on spills, releases orssimins of various
substances produced in association with oil andrabgas operations. The legislation also requinas wells and
facility sites be operated, maintained, abandoned eeclaimed to the satisfaction of applicable taguy
authorities.

Compliance with environmental legislation can regusignificant expenditures and a breach of apbplica
environmental legislation may result in the impiositof fines and penalties, some of which may beenm.
Environmental legislation is evolving in a mann&pected to result in stricter standards and enfoecd, larger
fines and liability and potentially increased capixpenditures and operating costs. The dischairgd, natural

gas or other pollutants into the air, soil or watexy give rise to liabilities to governments anitdiparties and may
require the Corporation to incur costs to remedhdlischarge. Although the Corporation believes thwill be in
material compliance with current applicable envimemtal regulations, no assurance can be given that
environmental laws will not result in a curtailmesftproduction or a material increase in the codtproduction,
development or exploration activities or otherwigeve a material adverse effect on the Corporatiousness,
financial condition, results of operations and pexgs.

Climate Change

The Corporation's exploration and production féei and other operations and activities emit gneaee gases
and which may require the Corporation to complhjhvgteenhouse gas emissions legislation in AlberthBritish
Columbia or that may be enacted in other provinc€émate change policy is evolving at regionaltiowal and
international levels, and political and economiemg may significantly affect the scope and timafgclimate
change measures that are ultimately put in plasea Aignatory to th&nited Nations Framework Convention on
Climate Change (the "UNFCCC") and as a participant to the Copenhagen Agreeifeenion-binding agreement
created by the UNFCCC), the Government of Canadwwrced on January 29, 2010 that it will seek a 17%
reduction in greenhouse ga$s¢1G") emissions from 2005 levels by 2020. These GH@ssion reduction targets
are not binding, however. Although it is not these today, some of the Corporation's significaoilifees may
ultimately be subject to future regional, provincémd/or federal climate change regulations to rgean&HG
emissions. The direct or indirect costs of compl@awith these regulations may have a material radveffect on
the Corporation's business, financial conditiosuhes of operations and prospects. Given the éawpluature of the
debate related to climate change and the contrgtegnhouse gases and resulting requirementsndt isossible to
predict the impact on the Corporation and its ofg@na and financial condition.

Variations in Foreign Exchange Rates and Interest Rtes

World oil and natural gas prices are quoted in &thibtates dollars. The Canadian/United StatesrdeXchange
rate, which fluctuates over time, consequently ciffehe price received by Canadian producers ofmil natural
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gas. Recently, the Canadian dollar has increasaérially in value against the United States dolldiaterial

increases in the value of the Canadian dollar iegjgit affect the Corporation's production revenueButure

Canadian/United States exchange rates could aogydaffect the future value of the Corporatiorésarves as
determined by independent evaluators.

To the extent that the Corporation engages inriakagement activities related to foreign exchaagesy there is a
credit risk associated with counterparties withahhihe Corporation may contract.

An increase in interest rates could result in aifitant increase in the amount the Corporationspayservice debt,
resulting in a reduced amount available to fun@xgloration and development activities, and ifleygle, the cash
available for dividends and could negatively impiet market price of the common shaséghe Corporation.

Substantial Capital Requirements

The Corporation anticipates making substantial tehgixpenditures for the acquisition, exploratideyelopment
and production of oil and natural gas reservefiénfuture. As future capital expenditures willfoenced out of
cash generated from operations, borrowings andildesiture equity sales, the Corporation's abititydo so is
dependent on, among other factors:

. the overall state of the capital markets;

. the Corporation's credit rating (if applicable);

. interest rates;

. royalty rates;

. tax burden due to current and future tax laws; and

. investor appetite for investments in the energy#tiy and the Corporation's securities in particula

Further, if the Corporation's revenues or resemesline, it may not have access to the capital s&gg to
undertake or complete future drilling programs. efiehcan be no assurance that debt or equity fingnoir cash
generated by operations will be available or sigfitto meet these requirements or for other categourposes or,
if debt or equity financing is available, that itlvbe on terms acceptable to the Corporation. iHadility of the
Corporation to access sufficient capital for it®igiions could have a material adverse effect enCtrporation's
business financial condition, results of operatiand prospects.

Additional Funding Requirements

The Corporation's cash flow from its reserves may/le sufficient to fund its ongoing activitiesadt times and
from time to time, the Corporation may require &iddial financing in order to carry out its oil amatural gas
acquisition, exploration and development activitieShere is risk that if the economy and bankindustry
experienced unexpected and/or prolonged detemorathe Corporation's access to additional finamaimy be
affected.

Because of the global economic volatility, the QGwgtion may from time to time have restricted asdescapital
and increased borrowing costs. Failure to obtagh inancing on a timely basis could cause thep@ation to
forfeit its interest in certain properties, misstaa acquisition opportunities and reduce or teate its operations.
If the Corporation's revenues from its reservesase as a result of lower oil and natural gaspriz otherwise, it
will affect the Corporation's ability to expend timecessary capital to replace its reserves or tmtaia its
production. To the extent that external sourcesagfital become limited, unavailable, or available onerous
terms, the Corporation's ability to make capitaleistments and maintain existing assets may be iathaand its
assets, liabilities, business, financial conditéom results of operations may be affected matgréadt adversely as
a result. In addition, the future development loé {Corporation's petroleum properties may requdditenal
financing and there are no assurances that suahding will be available or, if available, will ®sailable upon
acceptable terms. Failure to obtain any finanaiegessary for the Corporation's capital expendiplaas may
result in a delay in development or productiontwn Corporation's properties.
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Credit Facility Arrangements

The Corporation currently has a credit facility ahd amount authorized thereunder is dependerti@bdrrowing
base determined by its lenders. The Corporatioaqgeired to comply with covenants under its créatility which
may, in certain cases, include certain financiéibreests, which from time to time either affece thvailability, or
price, of additional funding and in the event thia¢ Corporation does not comply with these covematiite
Corporation's access to capital could be restriotag@payment could be required. Events beyondCarporation's
control may contribute to the failure of the Comgtion to comply with such covenants. A failurectamply with
covenants could result in the default under thepG@tion's credit facility, which could result ihet Corporation
being required to repay amounts owing thereundéasen if the Corporation is able to obtain new ficiag, it may
not be on commercially reasonable terms or terras dhe acceptable to the Corporation. If the Cxafion is
unable to repay amounts owing under credit faegitthe lenders under the credit facility couldceed to foreclose
or otherwise realize upon the collateral grantedh®\m to secure the indebtedness. The acceleraficdhe
Corporation's indebtedness under one agreementperait acceleration of indebtedness under othezeagents
that contain cross default or cross-accelerati@vipions. In addition, the Corporation's crediiliay may impose
operating and financial restrictions on the Corfiorathat could include restrictions on, the paytmahdividends,
repurchase or making of other distributions witlspect to the Corporation's securities, incurringadtiitional
indebtedness, the provision of guarantees, thargsttan of loans, making of capital expendituredegng into of
amalgamations, mergers, take-over bids or disposdf assets, among others.

The Corporation's lenders use the Corporation'srves, commodity prices, applicable discount ratd ather
factors, to periodically determine the Corporagdmorrowing base. A material decline in commogitices could
reduce the Corporation's borrowing base, redudiegfands available to the Corporation under thelitfacility
which could result in the requirement to repay Eipn, or all, of the Corporation's bank indebteskie

Issuance of Debt

From time to time, the Corporation may enter imBmsactions to acquire assets or shares of otlganizations.
These transactions may be financed in whole o with debt, which may increase the Corporatide’st levels
above industry standards for oil and natural gaapamies of similar size. Depending on future esqtion and
development plans, the Corporation may requireteahdil debt financing that may not be availableibayvailable,
may not be available on favourable terms. Neither Corporation's articles nor its by-laws limiethmount of
indebtedness that the Corporation may indire level of the Corporation's indebtedness frametto time, could
impair the Corporation's ability to obtain additrfinancing on a timely basis to take advantagebudiness
opportunities that may arise.

Hedging

From time to time, the Corporation may enter ingpegments to receive fixed prices on its oil anturs gas
production and foreign exchange exposures to offisetrisk of revenue losses if commodity priceslidec
However, to the extent that the Corporation engagegrice risk management activities to protecelitfrom
commodity price declines, it may also be preverted realizing the full benefits of price increasssove the
levels of the derivative instruments used to manage risk. In addition, the Corporation's hedgarrangements
may expose it to the risk of financial loss in aértcircumstances, including instances in which:

. production falls short of the hedged volumes;

. there is a widening of price-basis differentiakstvbeen delivery points for production and the
delivery point assumed in the hedge arrangement;

. the counterparties to the hedging arrangementsthar price risk management contracts fail to
perform under those arrangements; or

. a sudden unexpected event materially impactswilratural gas prices.

Similarly, from time to time the Corporation mayteninto agreements to fix the exchange rate ofa@im to
United States dollars in order to offset the rikevenue losses if the Canadian dollar increaseslue compared
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to the United States dollar. However, if the Caaadiollar declines in value compared to the Un8éates dollar,
the Corporation will not benefit from the fluctuagi exchange rate.

Availability of Drilling Equipment and Access

Oil and natural gas exploration and developmerivities are dependent on the availability of dnigiand related
equipment (typically leased from third parties)tire particular areas where such activities will dmaducted.
Demand for such limited equipment or access réismis may affect the availability of such equipméatthe
Corporation and may delay exploration and develayraetivities.

Diluent Supply

Heavy oil and bitumen are characterized by higltifipegravity or weight and high viscosity or resisce to flow.
Diluent is required to facilitate the transportatiof heavy oil and bitumen. A shortfall in the slyppf diluent may
cause its price to increase thereby increasing cb&t to transport heavy oil and bitumen to marketl a
correspondingly increasing the Corporation's oVesgkrating cost, decreasing its net revenues auhtively
impacting the overall profitability of its heavyl @ind bitumen projects.

Title to Assets

Although title reviews may be conducted prior te fhurchase of oil and natural gas producing pragsedr the
commencement of drilling wells, such reviews do goarantee or certify that an unforeseen defetiténchain of
titte will not arise to defeat the Corporation'sich. The actual interest of the Corporation inpamies may,
therefore, vary from the Corporation's records fitle defect does exist, it is possible that@weporation may lose
all or a portion of the properties to which théetitlefect relates, which may have a material aéveffect on the
Corporation's business, financial condition, resolt operations and prospects. There may be ealidenges to
title, or proposed legislative changes which affél, to the oil and natural gas properties tloeg@ration controls
that, if successful or made into law, could impgha& Corporation's activities on them and result ieduction of the
revenue received by the Corporation.

Reserve Estimates

There are numerous uncertainties inherent in estipmguantities of oil, natural gas and natural ligsids reserves
and the future cash flows attributed to such re=ervThe reserve and associated cash flow infoomatt forth in

this document are estimates only. Generally, edémof economically recoverable oil and natural gserves and
the future net cash flows therefrom are based apmmmber of variable factors and assumptions, asch

. historical production from the properties;

. production rates;

. ultimate reserve recovery;

. timing and amount of capital expenditures;

. marketability of oil and natural gas;

. royalty rates; and

. the assumed effects of regulation by governmermgaheies and future operating costs (all of which

may vary materially from actual results).

For those reasons, estimates of the economicallgvezable oil and natural gas reserves attributableny
particular group of properties, classification otk reserves based on risk of recovery and estinudtéuture net
revenues associated with reserves prepared byadtiffengineers, or by the same engineers at difféimes may
vary. The Corporation's actual production, revenuexes and development and operating expendituiths
respect to its reserves will vary from estimatesebf and such variations could be material.



52

The estimation of proved reserves that may be deeel and produced in the future are often based upo
volumetric calculations and upon analogy to similgpes of reserves rather than actual productistohy.
Recovery factors and drainage areas were estimayedxperience and analogy to similar producing gool
Estimates based on these methods are generallyrdéiable than those based on actual productiotoiyis
Subsequent evaluation of the same reserves basedpupduction history and production practices welbult in
variations in the estimated reserves. Such variatcould be material.

In accordance with applicable securities laws, @meporation's independent reserves evaluator had fegecast
prices and costs in estimating the reserves annefutet cash flows as summarized herein. Actuakéunet cash
flows will be affected by other factors, such atgiatproduction levels, supply and demand for odl @atural gas,
curtailments or increases in consumption by oil aatliral gas purchasers, changes in governmenmfalateon or
taxation and the impact of inflation on costs.

Actual production and cash flows derived from thergidration's oil and natural gas reserves will veiom the
estimates contained in the reserve evaluationsaot variations could be material. The reservéuatian is based
in part on the assumed success of activities thdtation intends to undertake in future years.e Téserves and
estimated cash flows to be derived therefrom amdaioed in the reserve evaluation will be reduaethe extent
that such activities do not achieve the level afcegs assumed in the reserve evaluation. The eesgaluation is
effective as of a specific effective date and, pxes may be specifically stated, has not beenteddend thus does
not reflect changes in the Corporation's reserirez ¢hat date.

Insurance

The Corporation's involvement in the explorationdad development of oil and natural gas propertiag result in
the Corporation becoming subject to liability fasllption, blow outs, leaks of sour natural gas,pgendy damage,
personal injury or other hazards. Although the gooation maintains insurance in accordance withusty
standards to address certain of these risks, sigthiance has limitations on liability and may netdufficient to
cover the full extent of such liabilities. In atldn, certain risks are not, in all circumstandasurable or, in certain
circumstances, the Corporation may elect not taiobinsurance to deal with specific risks due te thigh
premiums associated with such insurance or ottesores. The payment of any uninsured liabilitiesidageduce
the funds available to the Corporation. The oanre of a significant event that the Corporatiomas fully
insured against, or the insolvency of the insurérsoch event, may have a material adverse effecthen
Corporation's business, financial condition, resaftoperations and prospects.

Geopolitical Risks

Political events throughout the world that causugitions in the supply of oil continue to affeleé tmarketability
and price of oil and natural gas acquired or disced by the Corporation. Conflicts, or converspéaceful
developments, arising outside of Canada have #isint impact on the price of oil and natural gasy particular
event could result in a material decline in prieasl result in a reduction of the Corporation's pietduction
revenue.

In addition, the Corporation's oil and natural gagperties, wells and facilities could be subjecatterrorist attack.
If any of the Corporation's properties, wells ocilities are the subject of terrorist attack it magve a material
adverse effect on the Corporation's business, ¢iahrcondition, results of operations and prospect§he
Corporation does not have insurance to protecnag#ie risk from terrorism.

Dilution

The Corporation may make future acquisitions oeetto financings or other transactions involvihg issuance
of securities of the Corporation which may be deit

Management of Growth

The Corporation may be subject to growth relatstisrincluding capacity constraints and pressurésomternal
systems and controls. The ability of the Corporatio manage growth effectively will require it ¢ontinue to
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implement and improve its operational and finansidtems and to expand, train and manage its eeplbgse.
The inability of the Corporation to deal with tlgsowth may have a material adverse effect on theo@ation's
business, financial condition, results of operatiand prospects.

Expiration of Licences and Leases

The Corporation's properties are held in the fofilicences and leases and working interests imties and leases.
If the Corporation or the holder of the licencdease fails to meet the specific requirement aenkce or lease, the
licence or lease may terminate or expire. Therebsano assurance that any of the obligations reduo maintain

each licence or lease will be met. The terminatiorexpiration of the Corporation's licences orsk=saor the

working interests relating to a licence or leasey ihave a material adverse effect on the Corporatibasiness,

financial condition, results of operations and pexgs.

Dividends

The Corporation does not presently pay any dividemtits outstanding shares. Payment of dividemdlse future
will be dependent on, among other things, the désh, results of operations and financial conditioh the
Corporation, the need for funds to finance ongaipgrations and other considerations, as the Bdadirectors of
the Corporation considers relevant.

Litigation

In the normal course of the Corporation's operatioghmay become involved in, named as a partytdye the
subject of, various legal proceedings, includingutatory proceedings, tax proceedings and leg#&rstrelated to
personal injuries, property damage, property tandlrights, the environment and contract disptithes.outcome of
outstanding, pending or future proceedings caneogpriedicted with certainty and may be determineceesly to
the Corporation and as a result, could have a mhtaverse effect on the Corporation's assetsilitias, business,
financial condition and results of operations.

Even if the Corporation prevails in any such lggaceeding, the proceedings could be costly and-tonsuming
and may divert the attention of management andpezgonnel from the Corporation's business opergtisvhich
could adversely affect its financial condition.

Intellectual Property Litigation

Due to the rapid development of oil and gas teabhmglin the normal course of the Corporation's apens, the
Corporation may become involved in, named as a/paytor be the subject of, various legal procegslim which it
is alleged that the Corporation has infringed titeliectual property rights of others or commeramasluits against
others who the Corporation believes are infringigpn its rights. The Corporation's involvement tellectual
property litigation could result in significant exmse, adversely affecting the development of itsetasor
intellectual property or diverting the efforts df itechnical and management personnel, whetherobrsuch
litigation is resolved in the Corporation's favolm.the event of an adverse outcome as a defendaary such
litigation, the Corporation may, among other thinge required to: (a) pay substantial damages;ecdias
development, use, sale or importation of processittiringe upon other patented intellectual progeib) expend
significant resources to develop or acquire nonfgfng intellectual property; (c) discontinue pesses
incorporating infringing technology; or (d) obtdinences to the infringing intellectual propertfhe Corporation
may not be successful in such development or aitignisor that such licences would be available easonable
terms. Any such development, acquisition or licenoald require the expenditure of substantial temel other/
resources and could have a material adverse efifeitte Corporation's business and financial results

Aboriginal Claims

Aboriginal peoples have claimed aboriginal titledaights to portions of western Canada. The Cafmn is not
aware that any claims have been made in respets pfoperties and assets; however, if a claimeaarsd was
successful such claim may have a material advdfset ®n the Corporation's business, financial é¢tmad, results
of operations and prospects.
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Breach of Confidentiality

While discussing potential business relationshipsotiner transactions with third parties, the Cogpion may
disclose confidential information relating to thesimess, operations or affairs of this CorporatioAlthough
confidentiality agreements are signed by third iparprior to the disclosure of any confidentialoimhation, a
breach could put the Corporation at competitivk @ad may cause significant damage to its busiridss.harm to
the Corporation's business from a breach of confidiity cannot presently be quantified, but mayrbaterial and
may not be compensable in damages. There is noaasguthat, in the event of a breach of confidéttjahe
Corporation will be able to obtain equitable remesdisuch as injunctive relief, from a court of cetemt
jurisdiction in a timely manner, if at all, in ond® prevent or mitigate any damage to its busitiesssuch a breach
of confidentiality may cause.

Income Taxes

The Corporation files all required income tax ratuand believes that it is in full compliance witie provisions of
the Tax Act and all other applicable provincial tagislation. However, such returns are subjecetssessment by
the applicable taxation authority. In the eventaokuccessful reassessment of the Corporation, ehéth re-
characterization of exploration and developmenteexiitures or otherwise, such reassessment mayamirapact
on current and future taxes payable.

Income tax laws relating to the oil and natural @kustry, such as the treatment of resource taxadr dividends,
may in the future be changed or interpreted in amaathat adversely affects the Corporation. Funtioee, tax
authorities having jurisdiction over the Corporatimay disagree with how the Corporation calcul@temcome for
tax purposes or could change administrative pragtio the Corporation's detriment.

Seasonality

The level of activity in the Canadian oil and natuyas industry is influenced by seasonal weathttems. Wet
weather and spring thaw may make the ground urstabbnsequently, municipalities and provinciahsortation
departments enforce road bans that restrict theement of rigs and other heavy equipment, therebyaiag
activity levels. Also, certain oil and natural ga®ducing areas are located in areas that areesaible other than
during the winter months because the ground sudiognthe sites in these areas consists of swampgirie
Seasonal factors and unexpected weather pattempdemd to declines in exploration and productiotivatlg and
corresponding declines in the demand for the g@odisservices of the Corporation as the demanddtural gas
rises during cold winter months and hot summer hmnt

Third Party Credit Risk

The Corporation may be exposed to third party ¢nesk through its contractual arrangements wishctirrent or

future joint venture partners, marketers of its@etum and natural gas production and other partiashe event
such entities fail to meet their contractual oliigas to the Corporation, such failures may haveaderial adverse
effect on the Corporation's business, financialdition, results of operations and prospects. lfitazh, poor credit

conditions in the industry and of joint venturetpars may affect a joint venture partner's willings to participate
in the Corporation's ongoing capital program, ptitdlily delaying the program and the results of spobgram until

the Corporation finds a suitable alternative partne

Conflicts of Interest

Certain directors or officers of the Corporationymalso be directors or officers of other oil andunal gas

companies and as such may, in certain circumstahage a conflict of interest. Conflicts of intstaf any, will be

subject to and governed by procedures prescribadd»ABCA which require a director of officer ofcarporation

who is a party to, or is a director or an officérar has a material interest in any person whe party to, a material
contract or proposed material contract with thepBoation disclose his or her interest and, in thgecof directors,
to refrain from voting on any matter in respectsath contract unless otherwise permitted undeABEA . See

"Directors and Officers — Conflicts of Interest.
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Reliance on Key Personnel

The Corporation's success depends in large measuertain key personnel. The loss of the servidesich key
personnel may have a material adverse effect o@tiporation's business, financial condition, resaf operations
and prospects. The Corporation does not have ayyplerson insurance in effect for the Corporatiohhe
contributions of the existing management team &ithmediate and near term operations of the Cotjporare
likely to be of central importance. In additiohetcompetition for qualified personnel in the aildanatural gas
industry is intense and there can be no assuraiatéhie Corporation will be able to continue toaatt and retain all
personnel necessary for the development and operafi its business. Investors must rely upon thiity
expertise, judgment, discretion, integrity and géaith of the management of the Corporation.

Expansion into New Activities

The operations and expertise of the Corporatioramagement are currently focused primarily on oil ajas
production, exploration and development in the WiesCanada Sedimentary Basin. In the future thep@ation
may acquire or move into new industry related ditiy or new geographical areas, may acquire dffeenergy
related assets, and as a result may face unexpesksdor alternatively, significantly increase t@erporation's
exposure to one or more existing risk factors, Whitay in turn result in the Corporation's futuregtional and
financial conditions being adversely affected.

Forward-Looking Information May Prove Inaccurate

Shareholders and prospective investors are caudtioog to place undue reliance on the Corporatitorward-
looking information. By its nature, forward-lookjninformation involves numerous assumptions, knasmad
unknown risk and uncertainties, of both a general apecific nature, that could cause actual reguoltdiffer
materially from those suggested by the forward-lngknformation or contribute to the possibilityathpredictions,
forecasts or projections will prove to be mateyiatlaccurate.

Share Price Volatility

The market price for Common Shares may be volatild subject to wide fluctuations in response to enoms

factors, many of which are beyond the Corporati@astrol, including the following: (i) actual or tripated

fluctuations in the Corporation's quarterly resatoperations; (ii) actual or anticipated changesil and natural
gas prices; (iii) recommendations by securitieeaesh analysts; (iv) changes in the economic pesdoce or
market valuations of other companies that invesieesm comparable to the Corporation; (v) additiodeparture
of the Corporation's executive officers and othey gersonnel; (vi) sales or perceived sales oft@dil Common

Shares; (vii) significant acquisitions or businessmbinations, strategic partnerships, joint verguoe capital

commitments by or involving the Corporation ordtempetitors; and (viii) news reports relating tens, concerns,
technological or competitive developments, regulathhanges and other related issues in the Colipotaindustry
or target markets.

Financial markets have experienced significantgpaad volume fluctuations in the last several y¢hats have
particularly affected the market prices of equitgwwrities of companies and that have, in many ¢ésen unrelated
to the operating performance, underlying assetegatir prospects of such companies. Accordinglyntheket price
of the Common Shares may decline even if the Catpor's operating results, underlying asset vatugsgospects
have not changed. Additionally, these factors, el as other related factors, may cause decreasasset values
that are deemed to be other than temporary, whigh masult in impairment losses. As well, certaistitational
investors may base their investment decisions msideration of the Corporation's environmental,eyoance and
social practices and performance against suchutistis' respective investment guidelines and risiteind failure
to meet such criteria may result in a limited orimeestment in the Common Shares by those ingiitati which
could adversely affect the trading price of the @mn Shares. There can be no assurance that cowgfinui
fluctuations in the price and volume of publichaded equity securities will not occur. If such eased levels of
volatility and market turmoil continue, the Corptioa's operations could be adversely impacted &edtriading
price of the Common Shares may be adversely affecte
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Future Acquisition Activities May Have Adverse Effects

The acquisition of oil and natural gas companied assets is subject to substantial risks, includimegfailure to
identify material problems during due diligencee thsk of over-paying for assets and the inabitilyarrange
financing for an acquisition as may be requirediesired. Further, the integration and consolidatibacquisitions
requires substantial human, financial and othevwne®s and, ultimately, the Corporation's acquisgimay not be
successfully integrated. There can be no assurdahatany future acquisitions will perform as exgecor that the
returns from such acquisitions will support theehtedness incurred to acquire them or the capxaéraditures
needed to develop them.

Internal Controls

Effective internal controls are necessary for tloep@ration to provide reliable financial reportsian help prevent
fraud. Although the Corporation undertakes a numifeprocedures in order to help ensure the religbdf its
financial reports, including those imposed on ilenCanadian securities laws, the Corporation dabaccertain
that such measures will ensure that the Corporatitinmaintain adequate control over financial pgeses and
reporting. Failure to implement required new or ioyed controls, or difficulties encountered in thei
implementation, could harm the Corporation's reswaf operations or cause it to fail to meet itsoréipg
obligations. If the Corporation or its independautlitors discover a material weakness, the dispdosfithat fact,
even if quickly remedied, could reduce the marketsfidence in the Corporation's consolidated faian
statements and adversely affect the trading pricech® Common Shares. The company has not disclasgd
material weaknesses in its internal controls ingast two years.

Additional information on the risks, assumption amdcertainties are found under the heading "Spédake
Regarding Forward-Looking Statements" of this Adnoformation Form.

DIVIDENDS

On October 19, 2011 after having reduced its mgnttividend from $0.03 per Share to $0.015 in Mag t
Corporation announced that future dividend paymemtsid be suspended until further notice. Continpagiment
of a dividend was not sustainable given the coetinweakness in natural gas prices, and will inHigtpetual's
continuing efforts to implement its strategy of coodity and asset base diversification. The continesecution of
the strategies to diversify commodity mix and oeeaélue, capitalizing on Perpetual’s substantiaeimory of
economic opportunities, is expected to grow funtdsvf Combined with ongoing debt reduction initiatsy
including asset sales, stronger diversified funlitsvs will strengthen the Corporation’s balance $héée
suspension of the dividend was necessary to driegpdtual’'s commitment to maximize Shareholder value
Reinstatement of a dividend in the future will baleated at such time as Perpetual’s balance $lasetegained
strength and commaodity prices and costs supparstisiable model where excess free funds flow, andrabove
capital investments, is once again being geneffatedistribution to Shareholders.

The credit facilities and the terms of the Notestam provisions which restrict the ability of t@®rporation to pay
dividends to Shareholders in the event of the oecuwe of certain events of default, and Sectiorfthe ABCA
also imposes certain restrictions on the abilitga @brporation to pay dividends.

The historical dividends described below may notdftective of future dividends, which will be selof to review
by the board of directors of the Corporation takintp account the prevailing circumstances at tdevant time.
See Risk Factors'.

The accompanying table summarizes cash dividenslsareholders for each of the last three years:

For the Period Ended Payment Date Dividend per Common Sharé"
2010
January 31, 2010 February 16, 2010 $0.05
February 28, 2010 March 15, 2010 $0.05
March 31, 2010 April 15, 2010 $0.05
April 30, 2010 May 17, 2010 $0.05

May 31, 2010 June 15, 2010 $0.05
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Payment Date

Dividend per Common Sharé”

June 30, 2010 July 15, 2010 $0.05
July 31, 2010 August 16, 2010 $0.05
August 31, 2010 September 15, 2010 $0.05
September 30, 2010 October 15, 2010 $0.05
October 31, 2010 November 15, 2010 $0.05
November 30, 2010 December 15, 2010 $0.03
December 31, 2010 January 17, 2011 $0.03
2011
January 31, 2011 February 15, 2011 $0.03
February 28, 2011 March 15, 2011 $0.03
March 31, 2011 April 11, 2011 $0.03
April 30, 2011 May 16, 2011 $0.03
May 31, 2011 June 15, 2011 $0.015
June 30, 2011 July 15, 2011 $0.015
July 31, 2011 August 15, 2011 $0.015
August 31, 2011 September 15, 2011 $0.015
September 30, 2011 October 17, 2011 $0.015

Note:

1) Prior to the payment made on August 16, 2010, atsawpresented distributions on the Trust UnitRafamount Energy Trust (the

Corporation’s predecessor).

MARKET FOR SECURITIES

Trading Price and Volume

The outstanding Common Shares, 6.50% Convertiblbebteres, 7.00% Convertible Debentures and 7.25%
Convertible Debentures are listed and posted fadig on the TSX under the trading symbols "PMT",

"PMT.DB.C", "PMT.DB.E" and "PMT.DB.D", respectivelyPrior to July 6, 2010 the Common Shares traded a
Trust Units under the symbol "PMT.UN", and the Detinees traded as securities convertible into Tlrsts.

The following tables set forth the closing pricega and trading volume of each of these secuidtseseported by
the TSX for the periods indicated:

Common Shares

Price Range
High ($) Low ($) Volume
2012 1.640 0.550 64,888,154
January 1.290 0.860 7,746,499
February 0.960 0.660 12,564,058
March 0.880 0.670 7,852,526
April 0.750 0.550 3,702,559
May 0.860 0.670 5,667,378
June 0.910 0.770 2,551,653
July 1.310 0.890 6,165,077
August 1.330 1.100 3,185,437
September 1.300 1.090 2,729,257
October 1.580 1.210 3,697,501
November 1.640 1.170 5,033,135
December 1.240 1.050 3,993,074
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Price Range
High ($) Low ($) Volume
2012 99.000 59.500 202,763
January 81.990 74.000 27,968
February 80.000 59.500 34,645
March 79.000 69.000 15,400
April 78.000 73.000 18,240
May 83.000 77.000 9,160
June 83.000 77.300 19,070
July 90.500 79.200 13,600
August 96.000 90.500 17,610
September 95.300 93.000 7,370
October 97.750 93.000 16,920
November 99.000 95.000 15,730
December 95.200 92.070 4,050
7.00% Convertible Debentures (PMT.DB.E)
Price Range
High ($) Low ($) Volume

2012 95.000 58.000 215,302
January 78.990 70.250 13,340
February 76.500 58.000 26,670
March 76.000 68.500 24,667
April 75.880 67.500 16,990
May 77.960 70.360 33,550
June 78.000 76.020 33,550
July 86.000 77.500 14,160
August 92.000 86.910 13,860
September 91.000 88.500 18,530
October 94.000 89.000 11,630
November 95.000 93.000 17,455
December 94.280 91.260 9,700

Prior Sales

Other than Share Options, Restricted Rights andbfeance Rights to acquire Common Shares and tttesNo
there is no class of securities of Perpetual thatiistanding and not listed or quoted on a maldetp

Set forth below are the exercise prices at whichr&lOptions, Restricted and Performance Rights vestged

during the most recently completed financial yeaPerpetual, the number of Share Options and ResdrRights
issued at such exercise prices and the date orhwHecsecurities were issued.

Date of Grant Number of Share Options Granted Exercise Price

April 17, 2012 1,508,997 $0.62
July 24, 2012 5,318,503 $1.03
September 4, 2012 30,000 $1.20

October 3, 2012 187,750 $1.23
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Date of Grant Number of Restricted Rights Granted Exercise Price
April 17, 2012 1,646,000 $0.01
July 24, 2012 42,000 $0.01
September 4, 2012 10,000 $0.01
October 3, 2012 84,250 $0.01
Date of Grant Number of Performance Share Rights Granted Exercise Price
February 7, 2012 1,352,500 $0.00

DESCRIPTION OF CAPITAL STRUCTURE

The authorized share capital of Perpetual consis®n unlimited number of Common Shares and armitdd
number of preferred shares. As at the date hetieefe is one Common Share and no preferred shemaesd and
outstanding. Each Common Share entitles the hdlteneof to receive notice of and to attend all tings of
shareholders of Perpetual and to one vote per sthiagch meetings (other than meetings of anothes ©f shares
of Perpetual). The Common Shares entitle the helteereof to receive dividends as and when detlbyethe
board of directors of Perpetual on the Common Shagea class, subject to prior satisfaction ofpedferential
rights to dividends attached to all shares of otllesses of shares of Perpetual ranking in prigdatthe Common
Shares in respect of dividends. Holders of ComrBtiares will be entitled in the event of any liquida,
dissolution or winding-up of Perpetual, whetherwbry or involuntary, or any other distributiontbke assets of
Perpetual among its shareholders for the purposesnding-up its affairs, and subject to prior sédiction of all
preferential rights to return of capital on dissmn attached to all shares of other classes afeshaf Perpetual
ranking in priority to the Common Shares in respafateturn of capital on dissolution, to share aaflg, together
with the holders of shares of any other class afresh of Perpetual ranking equally with the Commabargs in
respect of return of capital, in such assets op&terl as are available for distribution.

The preferred shares may be issuable in one or saies, each series to consist of such numbérarés as may,
before the issuance thereof, be determined by daedbof directors of Perpetual. The board of doecmay from
time to time fix, before issuance, the designatioghts, privileges, restrictions and conditiontaehing to each
series of preferred shares including, without lingitthe generality of the foregoing, the amoungrif/, specified as
being payable preferentially to such series on sirilution, the extent, if any, of further partiatipn on a
distribution, voting rights, if any, and dividendghts (including whether such dividends be prefga¢nor
cumulative or non-cumulative), if any.

The holders of each series of preferred sharesritbed to receive any dividends declared by thart of directors
of Perpetual in priority to the Common Shares antd paid rateably with holders of each other sesfepreferred
shares, and are entitled to participate in anyidigion of the assets of Perpetual upon the ligtidoh, dissolution,
bankruptcy or winding-up of Perpetual or other rilisttion of its assets among its shareholdersHergurpose of
winding-up its affairs in priority to the holder$ the Common Shares and to share rateably in #tehiition with

holders of each other series of preferred shares.

Constraints

There are currently no constraints imposed on treeoship of securities of the Corporation to enshe¢ Perpetual
has a required level of Canadian ownership.

Ratings
The following information relating to our credittirggs is provided as it relates to our financingtsaand liquidity.

Credit ratings affect our ability to obtain shagtfh and long-term financing and the cost of sudarfting. A
negative change in our ratings outlook or any daadg in our current credit ratings by our ratingsr&ies could
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adversely affect our cost of borrowing and/or asdessources of liquidity and capital. We belig¢hat our credit
ratings will allow us to continue to have accessh capital markets, as and when needed, at anable cost of
funds.

Other than as set forth below, Perpetual has natdafor and received a stability rating, or to #mwledge of
Perpetual, has received any other kind of ratingluding, a provisional rating, from one or morggved rating
organizations for securities of Perpetual thataanstanding and which continue in effect.

The Notes have currently been assigned ratings@E+«by Standard and Poor's Rating Services, aialivisf
McGraw-Hill Companies (Canada) Corporatiots&P") and Caal/LGD 4-52%% by Moody's Investors Setvice
Inc. ("Moody's").

S&P and Moody's provide credit ratings of debt sities for commercial entities. A credit rating geally provides
an indication of the risk that the borrower willtrfalfill its full obligations in a timely manner ith respect to both
interest and principal commitments.

S&P's credit ratings are on a long-term debt ratogle that ranges from AAA to D, which represehts range
from highest to lowest quality of such securitieted. S&P has assigned Perpetual a corporate cegitiyy of
CCC+, developing outlook, and a credit rating of @Con the Notes. An obligation rated "CCC" is cathg
vulnerable and dependant on favourable businesgndial and economic conditions to meet financial
commitments. Adverse business, financial, or ecaooronditions will likely impair the obligor's capidy or
willingness to meet its financial commitment on thdigation. The ratings from AA to CCC may be nfadl by
the addition of a plus (+) or a minus (-) sign bow relative standing within the major rating categs. In addition,

S&P may add a rating outlook of "positive”, "negati or "stable” which assesses the potential doeratf a long-
term credit rating over the intermediate term (¢gly six months to two years).

Moody's credit ratings are on a long-term debhacale that ranges from AAA to C, which represehé range
from highest to lowest quality of such securitiated. Moody's has assigned Perpetual a corporatidy faredit

rating of Caal, negative outlook, and a credingatf Caal/LGD 3-46%, negative outlook on the Nofesording

to the Moody's rating system, securities rateda"Gae judged to be of poor standing and are stibjevery high
credit risk. Moody's appends numerical modifier Bnd 3 to each generic rating classification fldthrough

C. The modifier 1 indicates that the security raitkshe higher end of its generic rating categading modifier 2
indicates a mid-range ranking and the modifierddates a ranking in the lower end of its geneaiting category.
In addition, Moody's may add a rating outlook pbsitive", "negative" or "stable", which asse likely direction
of an issuer's rating over the medium term.

Credit ratings are intended to provide investorshwén independent measure of credit quality of ssue of
securities. Credit ratings are not recommendationsirchase, hold or sell securities and do notestdthe market
price or suitability of a specific security for anicular investor. There is no assurance thatratigg will remain in
effect for any given period of time or that anyimgtwill not be revised or withdrawn entirely byating agency in
the future if, in its judgment, circumstances sarasat. A rating can be revised, suspended or wativdrat any time
by the rating agency. Potential investors shoultsati the rating agency should they require moferimation with
respect to the interpretation and implicationstaf foregoing ratings. A revision or withdrawal oteedit rating
could have a material adverse effect on the priaimg) liquidity of the Notes in the secondary market



ESCROWED SECURITIES AND SECURITIES SUBJECT TO CONTRACTUAL RESTRICTION ON
TRANSFER

To the knowledge of the Corporation, none of Perglé&t securities are held in escrow or subject torgractual

restriction on transfer.

DIRECTORS AND OFFICERS

Name, Occupation and Security Holding

The names, province or state, and country of raesklepositions and offices held with the Corporatiand
principal occupation of the directors and executifficers of the Corporation are set out below @ndhe case of
directors, the period each has served as a direttbe Corporation.

Position held with the
Corporation and
Name and Province and Period Served as a

Country of Residence Director Principal Occupations During the Past Five Years
Clayton H. Riddell Chairman of the Board Mr. Riddell has been the Chairman of the Board and
Alberta, Canada and Director since Chief Executive Officer of Paramount since 1978tilUn

June 28, 2002

Susan L. Riddell Ros&’ President, Chief

Alberta, Canada Executive Officer and
Director since June 28,
2002

Karen A. Genoway?®®)".  Director since June 28,
Alberta, Canada 2002

June 2002 he was also the President. He is curentl
Chairman of the Board of the Company and prior
thereto was the Chairman and Chief Executive Office
of the Company (and formerly Paramount Energy
Operating Corp. PEOC"). He graduated from the
University of Manitoba with a Bachelor of Science
(Honours) Degree in Geology and is currently a mamb
of the Association of Professional Engineers, Ggisis
and Geophysicists of Alberta, the Canadian Assiociat
of Petroleum Producers, the Canadian Society of
Petroleum Geologists, and the American Association
Petroleum Geologists.

Ms. Riddell Rose is President and Chief Executive
Officer of Perpetual Energy Inc. through the cogter
conversion of Paramount Energy Trust. Ms. Riddell
Rose graduated from Queen's University, Kingston,
Ontario with a Bachelor of Science in Geological
Engineering (1986) and has over 25 years of expegie

in the Canadian oil and natural gas industry. Stgah
her career as a geological engineer with Shell @ana
From 1990 until 2002 Sue was employed by Paramount
Resources Ltd. in various capacities culminatinghie
position of Corporate Operating Officer. She hasrba
director of Paramount Resources Ltd. since 2000. Ms
Riddeell is also on the board of directors of Nea#hc.
She is a member of the Association of Professional
Engineers, Geologists and Geophysicists of Albéhz,
Canadian Society of Petroleum Geologists, the
American Association of Petroleum Geologists and is
Governor of the Canadian Association of Petroleum
Producers.

Ms. Genoway is a professional landman with over
30 years experience in the oil and natural gassingu
Currently, she is the Vice President, Land with fRien
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Position held with the
Corporation and
Period Served as a
Director

Principal Occupations During the Past Five Years

Randall E. Johnsof?®®)7.
Alberta, Canada

Robert A. Maitland @®®
Alberta, Canada

Director since June 20,
2006

Director since February
7,2008

Energy Inc., a private company. From February 2001
she was Vice President of Request Management Inc.,
manager of Request Income Trust until its acquisiby
Pulse Data Inc. in January 2002. Ms. Genoway w#s wi
Enerplus Resources Fund where she held the pasition
of Senior Vice President (1997 to 2000), Vice Riest
Land (1989 to 1997) and Land Manager (1987 to 1989)
Ms. Genoway is a graduate of the ICD Corporate
Governance College, Directors Education Program,
February 2006 and received her accreditation frben t
Institute of Corporate Directors, Institute-Cegdi
Director, ICD.D, April 2006.

Mr. Johnson has been an independent businessntn sin
2005. Prior to that he was Managing Director of the
Bank of Montreal's Corporate Banking group from @99
to 2005, having been with the Bank of Montreal sinc
1984. Mr. Johnson has served on the Board of Qirsct
of Atlas Energy Ltd. (May 2005 to December 2006),
Dual Exploration Inc. (June 2005 to November 2006),
and Magellan Resources Ltd. (January 2007 to
November 2012).

Mr. Maitland is a Chartered Accountant with over
30 years of senior business experience, primanilthe

oil and gas industry. Mr. Maitland was most recettike
Vice President Finance and Chief Financial Offioér
Fairquest Energy Ltd. (June 2005 to June 2007) and
Fairborne Energy Ltd. (May 2002 to May 2005). Hs ha
also been the Vice President and Chief Financifit&f

for Canadian Midstream Services Ltd. (April 1999 to
May 2001), Summit Resources Ltd.,, Omega
Hydrocarbons Ltd., Shiningbank Energy Income Fund,
Post Energy Ltd. and Pan East Petroleum Corp. He
presently serves on the board of directors of @asfr
Energy Services Inc. and one other private company.
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Principal Occupations During the Past Five Years

Geoffrey C. Merritt (V@@
Alberta, Canada

Director since June 17,
2010

Donald J. NelsofP®
Alberta, Canada

Director since June 28,
2002

Howard R. Ward @@®)7.
Alberta, Canada

Director since June 28,
2002

Vice President,
Corporate and
Engineering Services

Jeffrey R. Green
Alberta, Canada

Geoff Merritt has over 30 years of experience ie th
upstream oil and gas sector. He was the founder and
Chief Executive Officer of Masters Energy Inc.,ublic
exploration and production company, incorporated in
2003 and acquired by Zargon Oil & Gas Ltd. in April
2009. From 1998 to 2003, Mr. Merritt was the Riest
and CEO of Sunfire Energy, a public exploration and
production company. Prior to 1998, Mr. Merritt was
Vice President and General Manager of the oil aasl g
division of Pembina Corporation. Mr. Merritt is ¢ime
board of Zargon Oil and Gas Ltd. Mr. Merritt recsd

a B.Sc. in Chemical Engineering from the University
Alberta in 1978 and is a graduate of the Harvard
Business School.

Mr. Nelson is President of Fairway Resources laa.,
oil and gas consulting firm. Prior to his current
occupation, Mr. Nelson held the consecutive pasitio
of Vice President, Operations and President anddiir
with Summit Resources Limited from July 1996 toelun
2002. Mr. Nelson is a director of Keyera Corp. and
Enerplus Corporation, two publicly traded issuensl a
also sits on the boards of a number of privatand gas
companies. He is a professional engineer and is an
active member of the Association of Professional
Engineers, Geologists and Geophysicists of Albaniz

of the Society of Petroleum Engineers.

Mr. Ward has been a partner with International Bper
Counsel LLP, a law firm, since December 2002. Prior
thereto, Mr. Ward was counsel with the law firm
McCarthy Tétrault LLP from June 2002 to December
2002. Prior to that, he was counsel with Donahug an
Partners LLP and, for more than 22 years, partngr w
Burstall Ward (now Burstall Winger LLP), Barristers
and Solicitors. He has been a member of the Law
Society of Alberta since 1975. He also has serneed a
director of the following publicly traded entitieBlue
Sky Resources Ltd. (July 1999 to July 2000);
Cabre Exploration Ltd. (June 1981 to December 2000)
Jet Energy Corp. (August 1995 to November 1999); an
Tuscany Resources Ltd. (October 1997 to October
2001).

Mr. Green has over 26 years of experience in the
Canadian oil and natural gas industry. His previous
industry experience includes Vice President of
Production Operations & Administration, Manager,
Acquisitions and Divestitures with Paramount Energy
Trustand Exploitation Manager and Production
Manager at Anadarko Canada Corp. Mr. Green has held
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Position held with the
Corporation and
Period Served as a
Director

Principal Occupations During the Past Five Years

Gary C. Jackson
Alberta, Canada

Marcello M. Rapini
Alberta, Canada

Cameron R. Sebastian
Alberta, Canada

Vicki L. Benoit
Alberta, Canada

Linda L. McKean
Alberta, Canada

Vice President, Land,
Acquisitions &
Divestitures

Vice President,
Marketing

Vice President, Finance
and Chief Financial
Officer

Vice President,
Production Operations

Vice President,
Exploitation

additional technical and supervisory positions theo
organizations including Norcen and Union Pacific
Resources.

Mr. Jackson has over 30 years of experience in the
Canadian oil and natural gas industry. He was Vice
President, Land of Summit Resources Limited from
2000 to 2002. His career has included the positibn
Manager of Acquisitions and Divestitures, Joint Wea
Midstream and Land Services at Petro-Canada Oil and
Gas as well as various positions related to land an
contracts with Amerada Hess Canada and Placer Cego
Petroleum.

Mr. Rapini joined Perpetual Energy Inc. in December
2005 and has over 20 years of gas marketing adthtra
experience in the natural gas industry. His previou
positions include Vice President of Trade at Sempra
Energy Trading, Senior Trader at Mirant Energy
Marketing Ltd. and Senior Trader at Duke Energy
Marketing.

Mr. Sebastian has over 26 years of experience én th
North American energy industry. He was Vice
President, Finance of Summit Resources Ltd. frof020
to 2002 and the company's Controller from 1994 to
1997. Prior thereto he was Vice President, Finasfce
Pursuit Resources Corp. and Controller of Coho gner
Inc. in Dallas, Texas.

Ms Benoit has over 25 years of oil and gas expeéen
leading operations, production and asset teams for
Devon Energy Corp., Southward Energy Corp.,
Starboard Energy Ltd. and consulting in an enginger
capacity for various energy companies including
Resolute Energy Corp., Omers Energy and Viking
Energy Corp.

Ms. McKean has 23 years of experience in the Camadi
oil and natural gas industry. Ms. McKean has be#h w
Perpetual and the predecessor Paramount Energy Trus
since 2004 in the positions of Eastern District ksiger

and consulting engineer. Her previous industry
technical experience includes reservoir engineering
positions at Berkeley Petroleum and Anadarko Canada
Corp, and 10 years at Shell Canada working as a
development geologist and as a reservoir engineer.
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Notes:

® Member of the Audit Committee.

) Member of the Reserves Committee.

3) Member of the Corporate Governance Committee.

@) Member of the Environmental, Health and Safety Cdttem

(5) Member of the Compensation Committee.

(6) The terms of office of all directors of the Compamiit expire on the date of the next annual shalédrs' meeting.

) Ms. Genoway, Mr. Johnson, Mr. Maitland, Mr. Nelsduw,. Merritt and Mr. Ward are independent, non-eoypke

directors.

The directors and officers of Perpetual, as a grigmeficially own or control or direct, directly sdirectly an
aggregate of 37,368,657 voting securities as ofthldr, 2013 representing approximately 25.3% ofdilstanding
Common Shares.

Cease Trade Orders, Bankruptcies, Penalties or Satiens
Cease Trade Orders

To the knowledge of the Corporation, except asritesg below, no director or executive officer oétGorporation

(nor any personal holding company of any of suctses) is, as of the date of this Annual Informatirm, or

was within 10 years before the date of this Anrinédrmation Form, a director, chief executive officor chief

financial officer of any company (including the @oration), that: (a) was subject to a cease traderdincluding a

management cease trade order), an order simiicaase trade order or an order that denied tbear company
access to any exemption under securities legislatiroeach case that was in effect for a periognofe than 30
consecutive days (collectively, a@tder"), that was issued while the director or executfficer was acting in the
capacity as director, chief executive officer ore€tinancial officer; or (b) was subject to an @rdhat was issued
after the director or executive officer ceased g¢oabdirector, chief executive officer or chief fircéal officer and

which resulted from an event that occurred whik ferson was acting in the capacity as directoef @xecutive

officer or chief financial officer.

Mr. Riddell is a director and executive officer Bdramount Resources LtdP@ramount”) and Ms. Riddell Rose
was an officer of Paramount from May 1998 to Jub@2 From 1992 to 2008, Paramount was the genartigr

of T.T.Y. Paramount Partnership No. ST "), a limited partnership, which was an unlistegaging issuer in
certain provinces of Canada. TTY was establishetB80 to conduct oil and gas exploration and depraknt but
had not carried on active operations since 1984haadonly nominal assets. A cease trade order stgainY was

issued by the Autorité des marches financiers i8916r failing to file the June 30, 1998 interimmdincial

statements in Québec. The cease trade order walsacon April 9, 2008. TTY was dissolved on July 2008.

From 1997 to 2003, Mr. Maitland was a director dfifélry International Ltd. which was cease traded failure to
file financial statements, which cease trade oiglstill in effect.

Bankruptcies

To the knowledge of the Corporation, no directoerecutive officer of the Corporation (nor any p&a holding
company of any of such persons), or shareholdatifgla sufficient number of securities of the Cogtion to
affect materially the control of the Corporation) (s, as of the date of this Annual InformatiorrRpor has been
within the 10 years before the date of this Anofdrmation Form, a director or executive officdramy company
(including the Corporation) that, while that perseas acting in that capacity, or within a yearhafttperson ceasing
to act in that capacity, became bankrupt, madepqgsal under any legislation relating to bankrugicynsolvency
or was subject to or instituted any proceedingsrgement or compromise with creditors or had eivec, receiver
manager or trustee appointed to hold its assetg¢b)ohas, within the 10 years before the date & #innual
Information Form, become bankrupt, made a propasdér any legislation relating to bankruptcy omirsncy, or
become subject to or instituted any proceedingsngement or compromise with creditors, or had ceiver,
receiver manager or trustee appointed to hold $keta of the director, executive officer or shaldémo
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Penalties or Sanctions

To the knowledge of the Corporation, no directoerecutive officer of the Corporation (nor any &= holding
company of any of such persons), or shareholdatifgla sufficient number of securities of the Cagtion to
affect materially the control of the Corporatiomshbeen subject to: (a) any penalties or sanctiopssed by a
court relating to securities legislation or by acws#ties regulatory authority or has entered intsedtlement
agreement with a securities regulatory authority(l) any other penalties or sanctions imposed lppart or
regulatory body that would likely be considered aripnt to a reasonable investor in making an imaest
decision.

Conflicts of I nterest

Certain officers and directors of the Corporatioa also officers and/or directors of other entitegaged in the oil
and gas business generally. As a result, situatitmsarise where the interest of such directorsadficers conflict

with their interests as directors and officers tifes companies. The resolution of such conflictgaserned by
applicable corporate laws, which require that does act honestly, in good faith and with a viewthe best
interests of the Corporation. Conflicts, if any,llwie handled in a manner consistent with the pidaoces and
remedies set forth in the ABCA. The ABCA providbattin the event that a director has an intereatéontract or
proposed contract or agreement, the director sliwdlose his interest in such contract or agreemedtshall refrain
from voting on any matter in respect of such cartoa agreement unless otherwise provided by th€ AB

AUDIT COMMITTEE INFORMATION
Audit Committee Charter

The mandate and responsibilities of Perpetual's# andhmittee (the Audit Committee”) are set out in the Audit
Committee Charter which is part of the Corporaso@orporate Governance Directors’ Manual. The tudi
Committee Charter is set out in Appendix "C" tastAnnual Information Form.

Audit Committee

The Audit Committee reviews and recommends to tlar® the approval of the annual and interim finahci
statements, the associated management's discussibanalysis and related financial disclosure &oghblic and
regulatory authorities. It is responsible for thegagement of Perpetual's external auditors, ugqmosal by
Shareholders, including fees paid for the annuditaand interim financial reviews, and pre-approves-audit
services. The Audit Committee communicates diyeetlth the auditors and reviews programs and pegici
regarding the effectiveness of internal controlsrahe Corporation's accounting and financial répgrsystems. It
also reviews insurance coverage and directors'officers' liability insurance. The Audit Committemust liaise
with the Reserves Committee on matters relatingretserves valuations which impact Perpetual's firshnc
statements.

Composition of the Audit Committee

The Audit Committee consists of three members: d@roA. Maitland, Geoffrey C. Merritt and Randall Eahnson.
Mr. Maitland is Chair of the Audit Committee. Eachthe members of the Audit Committee is indep@&ndad
financially literate in accordance with the measiisgt out in National Instrument 52-110 Audit Colteeas.

Relevant Education and Experience
Robert A. Maitland

Mr. Maitland is a Chartered Accountant. He has pleted the Institute of Corporate Directors - Diogdducation
Program and has received his accreditation agutestCertified Director, ICD.D. He has over 30 sgeaf senior
business experience, primarily in the oil and gadustry and has been the Vice President and ChimgEial
Officer of Summit Resources Ltd., Omega Hydrocaghbtdl., Shiningbank Energy Income Fund, Post Enétgy,
Pan East Petroleum Corp., Fairborne Energy Ltd. Raicjuest Energy Ltd. He presently serves onbtierd of
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directors of GASFRAC Energy Services Inc. (a puplicaded oil and gas service company) and oner aitreer
private company.

Randall E. Johnson

Mr. Johnson graduated with a Bachelor of Scienogredein Mathematics (1980) and a Masters of Busines
Administration degree (1982) from Brigham Young dsity in Provo, Utah. His 22 year career in Qogbe
Banking commenced with CIBC in 1982 in Calgary. 1884, he moved to Bank of Montreal's CorporatekBan
group where he worked as an Associate from 198498y, Account Manager from 1987 to 1990, Directonf
1990 to 1996, and then as Managing Director fro@61® 2005. After retiring from Bank of Montreal January
2005, Mr. Johnson joined the Board of Directorshoée publicly traded oil and gas companies: AHagrgy Ltd.
(May 2005 to December 2006), Dual Exploration Idzine 2005 to November 2006), and Perpetual (J066 ©
present). During 2005 and 2006, Mr. Johnson wparatime faculty member of the Bissett School okBess at
Mount Royal University.

Geoffrey C. Merritt

Geoff Merritt has over 30 years of experience i@ tipstream oil and gas sector. He was the founutrChief
Executive Officer of Masters Energy Inc., a puldiploration and production company, incorporate@003 and
acquired by Zargon Oil & Gas Ltd. in April 2009.0Rn 1998 to 2003, Mr. Merritt was the President &&D of
Sunfire Energy, a public exploration and productammpany. Prior to 1998, Geoff was the Vice Prasidmd
General Manager of the oil and gas division of PiemiCorporation. Mr. Merritt is on the board ofrgan Oil and
Gas Ltd. Mr. Merritt received a B.Sc. in Chemicalgiheering from the University of Alberta in 1978dais a
graduate of the Harvard Business School.

Pre-Approval of Policies and Procedures

Perpetual has adopted policies and procedures resipect to the pre-approval of audit and permitted-audit
services to be provided by KPMG LLP. The Audit Coittee establishes a budget for the provision gbecsied
list of audit and permitted non-audit services tiat audit committee believes to be typical, raogror otherwise
likely to be provided by KPMG LLP. The budget gealbr covers the period between the adoption oftthdget
and the next meeting of the Audit Committee, buthat option of the Audit Committee it may coveroader or
shorter period. The list of services is sufficigrdetailed as to the particular services to bevigied to ensure that
(i) the Audit Committee knows precisely what seegdt is being asked to pre-approve and (ii) a$ necessary
for any member of management to make a judgmetd adether a proposed service fits within the gopraved
services.

The Audit Committee must pre-approve the provisibpermitted services by KPMG LLP which are notesthise
pre-approved by the Audit Committee, including fees and terms of the proposed services. Protilsievices
may not be pre-approved by the Audit Committee.

External Auditor Service Fees

Audit Fees

The aggregate fees billed by Perpetual's extenndita in each of the last two fiscal years for ihg@rvices were
$716,000 in 2012 and $930,000 in 2011, which inetutees related to offering documents and the Catjpo's
year-end audit and quarterly reviews.

Audit-Related Fees

The aggregate fees billed in each of the last tacaf years for assurance related services by Retfseexternal

auditor that are reasonably related to the perfoomaf the audit or review of the financial stateisethat are not
reported under Audit Fees above were $50,000 i2 201 $0 in 2011.
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Tax Fees

The aggregate fees billed in each of the last tisoaf years for professional services rendered égpdual's
external auditor for tax compliance, tax advice tmdplanning were $0 in 2012 and $0 in 2011.

These services relate to the determination andrtiegoof taxability of security dividends for eadfi Canada and
the United States, the preparation and filing oh&han trust and corporate income tax returns,samdices with
respect to discussions on tax compliance in varioresgn jurisdictions.

All Other Fees

The aggregate fees billed in the 2012 fiscal ygaPérpetual’s external auditor for services othantthose services
reported above were $0. For the 2011 fiscal yeasettiees totalled $0.

LEGAL PROCEEDINGS AND REGULATORY ACTIONS
Legal Proceedings
There are no legal proceedings Perpetual is oramaarty to, or that any of its property is or whe subject of,
during Perpetual's financial year, nor are any daeghl proceedings known to Perpetual to be conlizen, that
involves a claim for damages, exclusive of inteeast costs, exceeding 10% of the current ass@smietual.

Regulatory Actions

There are no:

(a) penalties or sanctions imposed against Perpetualdmyrt relating to securities legislation or by a
securities regulatory authority during Perpetu#alancial year;

(b) other penalties or sanctions imposed by a couregulatory body against Perpetual that would
likely be considered important to a reasonablestorein making an investment decision; and

(c) settlement agreements Perpetual entered into befaeurt relating to securities legislation or

with a securities regulatory authority during Péupaés financial year.
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANS ACTIONS

There is no material interest, direct or indiredftany: (a) director or executive officer of Peugdt (b) person or
company that beneficially owns, or controls or dise directly or indirectly, more than 10% of arlgss or series of
Perpetual's voting securities; and (c) associatdfitiate of any of the persons or companies refro in (a) or (b)
above in any transaction within the three mostmdgeompleted financial years or during the cutr@mancial year

that has materially affected or is reasonably etqzbto materially affect Perpetual.

TRANSFER AGENT AND REGISTRAR

Computershare Trust Company of Canada at its sfficeCalgary, Alberta and Toronto, Ontario actshastransfer
agent and registrar for the Common Shares and dheettible Debentures.

MATERIAL CONTRACTS
Except for contracts entered into in the ordinaoyrese of business, the Corporation has not entetedany

material contracts within the most recently congdetinancial year, or before the most recently cletegl financial
year which are still in effect.
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INTEREST OF EXPERTS
Names of Experts

The only persons or companies who are named asdgrepared or certified a report, valuation, steget or
opinion described or included in a filing, or refsd to in a filing, made under National Instrum&at102 by the
Corporation during, or relating to, the Corporaomost recently completed financial year, and whmefession or
business gives authority to the report, valuatgiatement or opinion made by the person or companeyKPMG
LLP, the Corporation's independent auditors, an®afiel the Corporation's independent reserve etaisia

Interests of Experts

To the Corporation's knowledge, no registered orelieial interests, direct or indirect, in any setes or other
property of the Corporation or of one of the Cogiimn's associates or affiliates (i) were held iy McDaniel or
by the "designated professionals" (as defined imFP81-102F2) of McDaniel, when McDaniel preparedréports,
valuations, statements or opinions referred toiheas having been prepared by McDaniel, (ii) wereeived by
McDaniel or the designated professionals of McDlaafter McDaniel prepared the reports, valuatistaiements
or opinions in question, or (iii) is to be receiMegdMcDaniel or the designated professionals of idicigl.

Neither McDaniel nor any director, officer or empd® of McDaniel is or is expected to be electeghoaied or
employed as a director, officer or employee of@eporation or of any associate or affiliate of @@rporation.

KPMG LLP are the auditors of the Company and hawefioned that they are independent with respedh
Company within the meaning of the Rules of Profassi Conduct of Institute of Chartered Accountaitélberta.

ADDITIONAL INFORMATION
Additional information relating to the Corporatiomay be found on SEDAR at www.sedar.com.
Additional information, including directors' andfiokrs' remuneration and indebtedness, principédre of the
Corporation's securities and securities authorfpedssuance under equity compensation plans isagued in the
Corporation's information circular for the Corpdoats most recent annual meeting of securityholtteas involved

the election of directors.

Additional financial information is contained inettCorporation's financial statements and the relatanagement's
discussion and analysis for the Corporation's mexsntly completed financial year.



APPENDIX A

REPORT OF MANAGEMENT AND DIRECTORS ON OIL AND GAS D ISCLOSURE
IN ACCORDANCE WITH FORM 51-101F3

Management of Perpetual Energy Inc. (tlf@fporation") is responsible for the preparation and disclesof
information with respect to the Corporation's oildagas activities in accordance with securitiesulsgry
requirements. This information includes reserveas,dahich are estimates of proved reserves andaptelyeserves
and related future net revenue as at December(3P, 2stimated using forecast prices and costs.

McDaniel & Associates Consultants Ltd., an indemendqualified reserves evaluator, has evaluated the
Corporation's reserves data. The report of thepaddent qualified reserves evaluator is presergémib

The Reserves Committee of the board of directoth@fCorporation has

€)) reviewed the Corporation's procedures for mliog information to the independent qualified
reserves evaluator;

(b) met with the independent qualified reservesluatar to determine whether any restrictions
affected the ability of the independent qualifiederves evaluator to report without reservation;
and

(c) reviewed the reserves data with managementrenshdependent qualified reserves evaluator.

The Reserves Committee of the board of directossreaiewed the Corporation's procedures for assagiaind
reporting other information associated with oil agds activities and has reviewed that informatioith w
management. The Board of Directors has, on themawndation of the Reserves Committee, approved

(d) the content and filing with securities regutgtauthorities of Form 51-101F1 containing reserves
data and other oil and gas information;

(e) the filing of Form 51-102F2 which is the repoftthe independent qualified reserves evaluator on
the reserves data; and

® the content and filing of this report.

Because the reserves data are based on judgmgatdirg future events, actual results will vary dimel variations
may be material.

DATED as of this 11 day of March, 2013.

"Qusan L. Riddell Rose" "Cameron R. Sebastian”

Susan L. Riddell Rose Cameron R. Sebastian

President and Chief Executive Officer Vice Presidémance and Chief Financial Officer
"Robert A. Maitland" "Donald J. Nelson"

Robert A. Maitland Donald J. Nelson

Director Director, Chairman of the Reserves Committee
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APPENDIX B

REPORT ON RESERVES DATA BY MCDANIEL & ASSOCIATES CO NSULTANTS LTD.
IN ACCORDANCE WITH FORM 51-101F2

MCDANIEL & ASSOCIATES CONSULTANTS LTD.

Attention: The Board of Directors of Perpetual Epeinc.

Re:

Form 51-101F2
Report on Reserves Data by an Independent Quakfesgrves Evaluator
of Perpetual Energy Inc. (the “Company”)

To the Board of Directors of Perpetual Energy [tiee “Company”):

1.

We have evaluated and reviewed the Companyéswes data as at December 31, 2012. The reseat@s d
are estimates of proved reserves and probablevessand related future net revenue as at Deceniher 3
2012 estimated using forecast prices and costs.

The reserves data are the responsibility oftbmpany’s management. Our responsibility is toresp an
opinion on the reserves data based on our evatuatid review.

We carried out our evaluation and review in accocgawith standards set out in the Canadian OilGasl
Evaluation Handbook (the “COGE Handbook”) prepajadtly by the Society of Petroleum Evaluation
Engineers (Calgary Chapter) and the Canadian utstibf Mining, Metallurgy & Petroleum (Petroleum
Society).

Those standards require that we plan and peréormvaluation and review to obtain reasonablerassa

as to whether the reserves data are free of matisatatement. An evaluation and review alsoudek
assessing whether the reserves data are in accerdeith principles and definitions presented in the
COGE Handbook.

The following table sets forth the estimatedufat net revenue (before deduction of income taxes)
attributed to proved plus probable reserves, estidhasing forecast prices and costs and calculated) a
discount rate of 10 percent, included in the resedata of the Company evaluated and reviewed s
the year ended December 31, 2012, and identifiesebpective portions thereof that we have evadyate
reviewed and reported on to the Company’s managemen

Net Present Value of Future Net Revenue $M
(before income taxes, 10% discount rate)

Preparation Date of
Evaluation Report Location of Reserves Audited Evaluated Reviewed Total

February 4, 2013 Canada - 400,351 92,637 492,988

In our opinion, the reserves data respectivelyuatald and reviewed by us have, in all material eetsp
been determined and are in accordance with the CB&ttlbook, consistently applied. We express no
opinion on the reserves data that we reviewed iounat audit or evaluate.

We have no responsibility to update our repeférred to in paragraph 4 for events and circuntgtsn
occurring after the preparation date.
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7. Because the reserves data are based on judgregatsling future events, actual results will vand the
variations may be material.

Executed as to our report referred to above:

MCDANIEL & ASSOCIATES CONSULTANTS LTD.

“signed by P. A. Welch”
P. A. Welch, P. Eng.
President & Managing Director

Calgary, Alberta
February 4, 2013
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APPENDIX C
AUDIT COMMITTEE CHARTER
The Audit Committee:

= must review and, if appropriate, recommend to tbarB the approval of the financial statements, MD&A
and annual and interim earnings press releasestpribis information being publicly disclosed;

= must annually review this written charter (settig the Audit Committee’s mandate and responsiljt
and recommend any changes to the Corporate Govarizommittee;

= supply for the purposes of this Manual, in congdigtawith corporate counsel, a list of the lawdesuand
regulations that pertain to the operation of th&@ifCommittee;

= must recommend to the Board the nomination, appmnt, retention and compensation of external
auditors (‘Auditors™);

= must oversee the work of Auditors, which oversigiaty include approval of the Auditor’s integratedliau
plan, planning report, annual engagement letteseovices related thereto, subject to ratificatignthe
Board

= must review and approve all non-audit services igiex)/ by the Auditors prior to the performance afsh
services;

= communicates directly with the Auditors who mugiae directly to the Audit Committee;

= must be satisfied that adequate procedures arkade fior the review of Perpetual’s public disclasof
financial information extracted or derived from tfigancial statements, and must periodically astess
adequacies of those procedures;

= must establish procedures for the receipt, retenéind treatment of complaints regarding accounting,
internal accounting controls, or auditing mattemed for the confidential, anonymous submission by
employees of concerns regarding questionable atioguor auditing matters;

= must review and approve Perpetual’s hiring policegarding former and existing partners and emgsye
of past or present Auditors;

= reviews programs and policies regarding the maartea and effectiveness of disclosure controls and
internal controls over the Corporation’s accountamgl financial reporting systems;

= reviews insurance coverage and Directors’ and &ffidiability insurance; and,

= liaises with the reserves committee (“Reserves Citteei) on matters relating to reserves valuations
which impact the financial statements of the Coagion.

Purpose

The Audit Committee’s purpose is to provide assistato the Board in fulfilling its legal, regulayoand fiduciary
obligations with respect to financial accountingternal control processes, continuous public dsmale, the
independent audit function, non-audit services ey by Auditors and such other related mattersnay be
delegated by the Board of Directors.

Composition, Procedures and Organization

1. The Audit Committee will be comprised of three oorm Directors as determined from time to time by
resolution of the Board.

2. Each member of the Audit Committee must be independs defined in NI 52-110 and as such must be
free from any material relationship that may irgeefwith the exercise of his or her independengijueint
as a member of the Audit Committee.
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3. Consistent with the appointment of other Board catbesss, the members of the Audit Committee will be
appointed by the Board at the first meeting ofBloard following each AGM or at such other time asym
be determined by the Board.

4. The Committee will designate the Chairman of thalifommittee by majority vote. The presence in
person or by telephone of a majority of the Audiin@nittee’s members constitutes a quorum for any
meeting.

5. All actions of the Audit Committee will require @te of the majority of its members present at atinge

of such committee at which a quorum is present.

6. All members of the Audit Committee must be finafigiditerate at the time of their appointment owvba
become financially literate within a reasonableigubof time after such appointment. NI 52-110 smis
that an individual is "financially literate" if har she has the ability to read and understand af $etancial
statements that present a breadth and level of leowtyp of accounting issues that are generally
comparable to the breadth and complexity of thaesshat can reasonably be expected to be raised by
Perpetual's financial statements.

7. The Board shall designate at least one Audit Coteminember as the financial expert, and the mestber
designated must have accounting or related finbnw@agement expertise, as such qualification ney b
determined in the business judgment of the Boarédeordance with the requirements of applicable
regulatory bodies.

Accountability and Reporting

The Audit Committee is accountable to the Boardhe Rudit Committee must provide the Board with enmary
of all meetings and its recommendations togethén wicopy of the minutes of each such meetingapflicable,
the Chairman will provide oral reports as requested

All information reviewed and discussed by the Au@ommittee at any meeting must be retained and made
available for examination by the Board. The Auglitmmittee will review its mandate annually, and fdtward to
the Corporate Governance Committee any recommealtirations to that mandate.

Meetings

The Committee will meet with such frequency andwath intervals as it determines is necessary y @ar its
duties and responsibilities.

The Audit Committee will meet to review the interiamd year-end financial statements and MD&A,; relate
financial public disclosure and regulatory filingeluding the Annual Information Form, Managemanfotmation
Circular; other continuous disclosure documentaff@ontinuous Disclosure Document§ as described in NI 52-
101 (which is incorporated herein by referencelt tmreport to the Board on same. In conjunctidh the review
of the year-end financial statements and MD&A, thedit Committee will consider the annual indepertden
evaluation of the oil and gas reserves of the Qaan. In addition to these scheduled quarterBetings as
contained in “Planning Documents For Board and Cdtess” (Section 4 of the Manual), the Audit Corttee
may meet on other occasions with the Auditors iteorto be advised of current practices in the itrgusnd to
discuss and review other matters including the ahwork plans, processes and procedures. The Aaiiimittee
must meet at least quarterly with the Auditorshia absence of Perpetual’s Officers and employedsstuss any
matters that the Committee or a committee membaes should be discussed privately.

The Chairman of the Audit Committee will appoinDaector, Officer or employee of Perpetual to astsacretary
for the purposes of recording the minutes of eaehting.
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Responsibilities
The Audit Committee must:
* review and approve the Audit Committee Mandate aftyu

* review and recommend to the Board the appointntemination and retention of, and the compensé&tome
paid to, the Auditors;

» evaluate the performance of the Auditors;

» review and consider the Auditors’ integrated aydin and annual engagement letter including th@gsed
fees and the proposed work plan;

» consider and make recommendations to the Boardtherwise pre-approve, all non-audit services preditly
the Auditors to Perpetual or its subsidiaries;

» oversee the work and the performance of the Auslitaview the independence of the Auditors and ntefjpo
the Board on these matters;

« review the annual and quarterly financial statemelD&A and financial press releases, Annual Infation
Form, Management Information Circular and otheatedd Continuous Disclosure Documents as appropriate
prior to their public disclosure;

e oversee management’'s establishment and maintemdnngernal controls over financial reporting tocopide
reasonable assurance with regard to reliabilitfinaincial reporting;

* review the Auditors’ report on the annual auditéthficial statements and the Auditor's review lestten
interim financial statements;

» provide oral or written reports to the Board whecessary;
» resolve disagreements between management and thisuegarding financial reporting;

» receive periodic certificates and reports from nggmaent with respect to compliance with financiagulatory,
taxation and continuous disclosure requirementd, satisfy itself (a) that adequate procedures migadce to
ensure timely and full public disclosure of Conting Disclosure Documents; and, (b) that a systemterfnal
controls over financial reporting has been impletedrand is being maintained, in accordance witln llo¢
Disclosure Policy and the Management Responsibifity Internal Control Policy; and additionally, mus
consider whether any identified deficiencies ireintl controls are significant or are material wessses;

* meet with the Auditors, without management beingspnt, at each time the interim and financial statgs
are being considered, to ensure that no manageesrnttions have been placed on the scope of tiditéys’
work and to discuss the working relationship betwde Auditors and management and other mattetshba
Audit Committee or the Auditors may wish to raise;

» review and monitor the implementation and adequddaijsclosure policies;
e review insurance coverage including Directors’ &fticers’ liability insurance;

» be notified in writing within three business daysay fraud, litigation or regulatory investigatierich, in the
opinion of the Corporation’s management, is makeri@onfirmation of receipt of such notification l®ach
member of the Audit Committee will additionally bequired. Any fraud, material litigation or regidey
investigation not reported as outlined above wdlrbported quarterly to the Board of Directorshat March,
May, August, and November meetings immediatelyofslhg the discovery of such occurrence;
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review and monitor the implementation and adequafclyedging policies and controls, with referencahe
Corporation’s Hedging and Risk Management Polidyict is attached to this Manual in Section 7;

review compliance with applicable laws, regulatiansl policies;
be advised of and review the results of any intesindits of Perpetual and report on same to theddoa
establish procedures for:

€) the receipt, retention and treatment of compéareceived by the Corporation regarding accogntin
internal accounting controls, or auditing matteurs

(b) the confidential, anonymous submission by eygs of the issuer of concerns regarding questienab
accounting or auditing matters; (together with é)yWhistleblower Process”)

ensure that the Corporation’s management regubadiyises employees of the existence of a Whistledow
Process;

receive regular reports respecting complaints nuedier the Whistleblower Process;

inform the Auditors of whether the Audit Committeas knowledge of any actual, suspected or allegadi f
affecting the Corporation, including complaints asgjng financial reporting and confidential subriass by
employees;

review and validate Perpetual management’s anevaw of fraud risk assessment;

review and approve Perpetual’s hiring policies rdioey partners, employees and former partners and
employees of the present and former Auditor ofiskeer; and

monitor the selection and application of properoacting principles and practices and to reviewdtaus of
all relevant financial and related fiduciary asgemftthe Corporation.



