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COURT COURT OF KING’S BENCH OF ALBERTA
JUDICIAL CENTRE CALGARY

IN THE MATTER OF THE BANKRUPTCY AND
INSOLVENCY ACT, R.S.C. 1985, ¢ B-3, AS AMENDED

AND IN THE MATTER OF THE NOTICE OF INTENTION
TO MAKE A PROPOSAL OF BLUE SKY RESOURCES LTD.

APPLICANT CANADIAN NATURAL RESOURCES LIMITED

RESPONDENT HIS MAIJESTY IN RIGHT OF ALBERTA, AS
REPRESENTED BY THE MINISTER OF ENERGY.

DOCUMENT AFFIDAVIT

ADDRESS FOR Attention: Evan W. Dixon/Sandy Carpenter

SERVICE AND P2 Regulatory Solutions

CONTACT Suite 300, 207 9" Avenue SW

INFORMATION OF Calgary, Alberta T2P 1K3

PARTY FILING THIS Telephone: (403) 297-2001

DOCUMENT Email: edixon@p2regulatory.com

scarpenter @p2regulatory.com

AFFIDAVIT OF WAYNE TALJIT
Sworn on December 12, 2025

I, Wayne Taljit, of the City of Edmonton, in the Province of Alberta, MAKE OATH AND
SWEAR THAT:

1. [ am the Director, Gas Royalty Operations with the Government of Alberta, Department of
Energy and Minerals (Alberta Energy). As such, I have personal knowledge of the facts and
matters deposed to in this Affidavit, except those made on information and belief, in which case I
have stated the source of the information and believe the information to be true and accurate.

2. In my role as Director, Gas Royalty Operations, I am responsible for the overall
administration and management of gas royalty operations for the Government of Alberta which
includes oversight of the collections teams to ensure royalty revenue is collected for the benefit of
all Albertans in accordance with the applicable legislation.
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3. I have reviewed the application made by Canadian Natural Resources Limited (CNRL)
against Alberta Energy in connection with the insolvency proceeding of Blue Sky Resources Ltd.
(Blue Sky), including the affidavit of Erin Lunn, sworn November 14, 2025 (the Lunn Affidavit).

4. CNRL’s application was filed following Alberta Energy’s attempts to collect royalties
owing under Crown petroleum and natural gas leases where Blue Sky is one of the lessees. Alberta
Energy attempted to collect royalties from co-lessees, including CNRL, all of whom are liable for
such royalties pursuant to the leases and section 20(2.1) of the Mines and Minerals Act RSA 2000,
c M17 (MMA) (the Outstanding Royalties).

Public Offering of PNG Rights

5. The Crown in right of Alberta (the Alberta Crown) owns approximately 81% of the
mineral rights in the Province of Alberta. The Minister of Energy and Minerals, through Alberta
Energy, administers and manages Alberta’s mineral resources on behalf of all Albertans.

6. The Alberta Crown no longer develops its own petroleum and natural gas minerals (Crown
PNG). Instead, industry develops Alberta’s Crown PNG.

7. The Alberta Crown offers Crown PNG primarily through public offerings: industry can bid
for Crown PNG rights. Alberta Energy then issues a PNG lease (a Crown Lease) to the successful
bidder or bidders.

8. A Crown Lease grants the lessee, or lessees where there are multiple lessees, the exclusive
right to drill for, and recover, Crown PNG within the Crown Lease area. A Crown Lease does not
grant mineral ownership, which remains with the Alberta Crown.

9, A sample Crown Lease is attached as Exhibit A. A copy of a Crown Lease to which both
CNRL and Blue Sky are parties is attached as Exhibit B (the CNRL Lease).

10. All Crown Leases at issue in this proceeding contain similar language and expressly
incorporate the MMA'’s provisions as terms. The grant of PNG rights under each Crown Lease is
exclusive to the named lessees.

1. As described in the CNRL Lease, each lessee holds a separate and distinct, undivided lease
interest. Each interest is its own proprietary interest which the holder can sell or transfer, subject
to Alberta Energy’s approval under the MMA..'

12. Alberta Energy regularly processes transfer requests for Crown Lease interests, including
within insolvency proceedings. Given their separate and distinct nature, only the owner of the

' CNRL Lease, Memorandum of Registration dated November 23, 2021. Since the lease’s original inception,
ownership of interests has changed multiple times, settling with CNRL and Blue Sky in 2021.
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Crown Lease interest can dispose of its interest, other lessees have no control over the leasehold
interests of other lessees.

13. Alberta Energy administers the leasing and management of Crown PNG rights via the
process described above.

14. Development of the PNG underlying Crown Leases requires wells, pipelines, and other
facilities. The Alberta Energy Regulator (AER) is responsible for these facilities, not Alberta
Energy. Alberta Energy is involved primarily with issuing Crown Leases and enforcing obligations
thereunder, whereas the AER licenses and regulates upstream oil and gas facilities.

Rentals and Royalties as Crown Lease Obligations

15. Crown PNG minerals are publicly owned. A Crown Lease obligates the lessee to pay for
each unit produced, whether oil or natural gas. This payment is called a “royalty.” A royalty is not
a tax; it is a payment to the resource’s owner (in this case the Albertan public) for the use of its
mineral interest.

16. Crown Leases for Crown PNG minerals identify two primary obligations owed by lessees
to the Alberta Crown (Crown Liabilities):

(a) An ongoing obligation to pay royalties to the Alberta Crown for all minerals
produced; and

(b) An ongoing obligation to pay rent for the right to win, work and recover minerals
on Alberta Crown land.

17.  While rentals and royalties are both lessee obligations arising under Crown Leases, Alberta
Energy has separate processes for their collection.

18. As set out in both the CNRL Lease and the Crown Lease, Crown Liabilities are shared by
all lessees:

CNRL Lease YIELDING AND PAYING to Her Majesty..., the clear yearly rent...
prescribed by the Mines and Minerals Act; and also yielding and
paying to Her Majesty in accordance with the Mines and Minerals
Act a royalty on all Leased Substances won, worked and recovered
pursuant to this Lease...

Crown Lease = RESERVING AND PAYING to His Majesty,

(a) ...aclear yearly rental... payable in accordance with the Mines
and Minerals Act, and
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(b) the royalty on all Leased Substances recovered pursuant to this
Lease... payable in accordance with the Mines and Minerals
Act...

19, Each lessee is responsible for payment of all amounts owing regardless of their percentage
share in a particular lease:

CNRL Lease Section 5: The Lessee shall:
(a) pay the rent reserved under this Lease, and

(b) pay the royalty reserved under this Lease.

Crown Lease Section 2: This lease is granted upon the following conditions:

(1) The Lessee shall pay to His Majesty the rental and royalty
reserved under this Lease.

20. In both the Crown Lease and the CNRL Lease, co-lessees are collectively defined as the
“Lessee.” Defining Lessee as including multiple parties is intentional, confirming that all lessees
are individually liable for all accrued Crown Liabilities.

21. The MMA governs the use and development of Crown PNG and its provisions are
expressly incorporated into all Crown Leases (including the CNRL Lease). Under section 20 of
the MMA, all lessees are liable for all obligations and liabilities arising under a Crown Lease
(relevant excerpts attached as Exhibit C):

20(2.1) Where 2 or more persons are recorded with the Department as lessees of an
agreement,

(a) those lessees in relation to the Crown are jointly responsible for the
obligations and liabilities that arise under that agreement, notwithstanding
that the agreement was issued before, on or after the coming into force of
this subsection, and

(b) a judgment in favour of the Crown against one or more of those lessees or
a release by the Crown in favour of one or more of those lessees does not
preclude the Crown from obtaining judgment against the other lessees in the
same or a separate proceeding.

22.  While rental and royalty obligations are distinct, both arise under Crown Leases. As a
result, Alberta Energy can collect all rents and royalties from co-lessees as required.

23, Shared rental and royalty lability is intended to ensure payment to the public for the use
of their minerals, administered by the Crown for the benefit of Albertans as mineral owners.
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Attribution of Royalties (Wells vs Leases)

24. While co-lessees are liable for all Crown Liabilities arising under a Crown Lease, Alberta
Energy does not typically, at first, attempt collection from co-lessees.

25.  The oil and gas industry is complex, involving a host of private arrangements between
companies to develop Crown PNG. A Crown Lease might have multiple lessees, a well might have
several participants or an operator chosen by those participants. To optimize production from a
field, companies can combine their wells and produce the minerals as a unit (via unit agreement).

26.  To reduce complexity and administrative burden on industry, Alberta Energy allows
lessees to identify a royalty client for ongoing payment purposes. The royalty client pays royalties
on behalf of lessees, despite lessees bearing ultimate responsibility for royalty obligations. Often,
a Crown Lease will have multiple royalty clients, whose proportionate royalty obligations are
based on their production (as determined by industry and submitted to Alberta Energy).

Royalty Invoicing

27. The ongoing payment of Crown Royalties is administered in accordance with the Natural
Gas Royalty Regulation (as amended from time to time) (NGRR), relevant excerpts of the 2017
version of the NGRR are attached as Exhibit D.?

28, Pursuant to the NGRR the Minister must issue, on or before the last day of the 2"! month
(following a production month) an invoice to each royalty client showing the Minister’s calculation
of the aggregate quantities available for sale allocated to a royalty client for the prior production
month along with the Crown’s royalty share of those quantities and the compensation payable by
the royalty client.

29. A royalty client is defined in the NGRR to mean a person shown in the records of the
Department as a royalty client with certain deemed allocations under the NGRR.

30. An important concept in royalty invoicing is the “quantity available for sale” since royalties
are charged based on each royalty client’s quantity available for sale.

31.  The quantity available for sale is an allocation made under the NGRR. Either industry or
the Minister can make an allocation for a Crown Lease. However, except where directed otherwise
by the Minister, Alberta Energy generally respects industry’s allocation, trusting that any
allocation made is in the commercial interests of those parties.

32.  Based on the above, under the NGRR, the party who is invoiced for and pays royalties
(e.g., the royalty client) is not necessarily always a lessee. At times, lessees may assign someone
to administer all invoicing for a lease, through which royalty payments flow to Alberta Energy.

2 Natural Gas Royalty Regulation, 2009 AR 221/2008; Natural Gas Royalty Regulation, 2017 AR 211/2016
The 2009 and 2017 NGRR contain virtually identical provisions.
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33.  The Lunn Affidavit implies that because a royalty client is, for first point of payment,
invoiced for production-based royalties that the royalty client bears sole liability for royalty
payments under that Crown Lease. This is not correct.

34. Allowing industry to allocate their own royalty proportions (i.e., quantities available for
sale) is a discretionary policy choice by Alberta Energy designed to encourage efficiency and
reduce regulatory burden for industry. However, the Crown Lease lessees remain owners of the
Crown Lease interests and bear ultimate responsibility for all Crown Lease obligations. As set out
in section 2 of the NGRR:

Lessee’s liability unaffected

2 Nothing in this Regulation operates to relieve a lessee from

(a) the lessee’s liability to the Crown under an agreement for the payment of
royalty, or

(b) the lessee’s liability under this Regulation to pay royalty compensation to the
Crown.

Non-payment and Service of Leaseholder Recourse Default Letter

35. Alberta Energy invoiced Blue Sky (as royalty client) for outstanding royalty on June 30,
2025, attached as Exhibit E. In response to non-payment, Alberta Energy sent three separate
notices of non-payment: July 10, 2025 (Exhibit F), August 12, 2025 (Exhibit G), and September
23, 2025 (Exhibit H), each notifying Blue Sky of missed deadlines and requesting payment.

36. In response to unpaid royalties and rental arrears, Alberta Energy sends a leaseholder
recourse default letter (Default Letter) outlining the remedial action that it may pursue against
lessees.

37. On September 25, 2025, following commencement of Blue Sky’s insolvency proceedings,
Alberta Energy sent a Default Letter to all co-lessees on Crown Leases where Blue Sky held a
lease interest, outlining the Outstanding Royalties under the leases. A copy of the Default Letter
is attached as Exhibit I.

38.  The Lunn Affidavit, at paragraph 12, incorrectly states that only 12 of the relevant co-
lessees received the Default Letter. The Default Letter was sent to the most recent recorded email
addresses for all listed co-lessees, using two emails of separate cover to accommodate the number
of parties, at 3:58 PM and 4:07 PM respectively, attached as Exhibits J and K.

39. On October 16, 2025, Alberta Energy received a letter from CNRL asking for a stay of
enforcement of the Outstanding Royalties against Blue Sky’s co-lessees, attached as Exhibit L.

40. By way of letter dated October 22, 2025, attached as Exhibit M, Alberta Energy declined
to stay enforcement of the Outstanding Royalties against liable co-lessees. Alberta Energy did stay
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all enforcement against Blue Sky and its property following institution of Blue Sky’s NOI
proceedings, as is standard practice.

41. Alberta Energy declined to stay enforcement against co-lessees, despite the pending
litigation from CNRL, while the matter is adjudicated. The liability provisions in the Crown Leases
and MMA are well known to industry participants and have been included in the standard Crown
Lease in substantively the same form for more than 50 years.

42. In response to issuance of the Default Letter, Alberta Energy received payments from
various co-lessees in the following amounts:

CNRL $225,046.86
Ovintiv Canada ULC $38,017.85
Whitecap Resources Ltd. $4,383.61
Sinopec Canada Energy Ltd. $13,777.76
Insignia Energy Ltd. $28,640.82
Outlier Resources Ltd. $4,001.90
Axiom Oil & Gas Inc. $2,215.01
Cenovus Energy Inc. $75,217.37
HWN Energy Ltd. $4,869.57
Journey Energy Inc. $322.61
Lynx Energy ULC $44.80
Mancal Energy Inc. $7,672.81
Nuvista Energy Ltd. $229.74
Paramount Resources Ltd. $28,716.03
Petrus Resources Ltd. $2,445.91
Peyto Exploration & Development Corp. $95,494.42
Saturn Oil & Gas Inc. $503.31
Signalta Resources Limited $50,314.32
Spoke Resources Ltd. $3,469.84
Tourmaline Oil Corp. $500,520.53
Vermilion Resources Ltd. $76,548.11
F Brown Exploration $4,219.70
* Amounts current to December 1, 2025
43. Alberta Energy accepted these payments and agreed to stay any further enforcement

against the co-lessees until resolution of this matter.
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Collection of Crown Liabilities in Insolvency Proceedings

44. As discussed, Alberta Energy serves Default Letters in response to unpaid Crown
Liabilities, outlining the actions and remedies Alberta Energy may pursue to collect outstanding
Crown Liabilities.

45. As described in the Default Letter sent to CNRL and the other co-lessees, Alberta Energy
does not pursue remedial action against assets protected by an insolvency stay of proceedings.
Specifically, it does not pursue remedial action against the insolvent’s lease interest. As a result,
if an insolvent party is a co-lessee under certain Crown Leases, the stay of proceedings prevents
cancellation of the entire Crown Lease, as cancellation would violate the anti-deprivation rule as
it pertains to the insolvent’s lease interest.

46. Despite representations in the Lunn Affidavit and CNRL’s application, at no time did
Alberta Energy threaten “draconian consequences” for non-payment (such as cancellation of
Crown Leases), as Alberta Energy does not cancel agreements in violation of a stay of proceedings.
The relevant portion of the Default Letter (Exhibit I):

III. Remedial Exception: Insolvency Proceedings & Vested Assets

Alberta Energy will not act in a manner contravening a court order or proceeding

where:

(1) An insolvent co-lessee is subject to insolvency proceedings, protected by a stay
of proceedings, or

(2) A party has obtained an interest in an agreement via court order discharging
their liability for these debts...

47. Both Alberta Energy and Blue Sky’s co-lessees were aware, at the time of the Default
Letter, of Blue Sky’s institution of NOI proceedings and the associated stay of proceedings
governing Blue Sky’s property. The Default Letter is clear that Alberta Energy will not cancel
Crown Leases impacted by a stay of proceedings. Any cancellation remedy is impossible until
resolution of Blue Sky’s insolvency.

48. At no point did Alberta Energy threaten cancellation of Crown Leases involving CNRL or
Blue Sky’s co-lessees during the insolvency proceeding, as alleged by the Lunn Affidavit.

49. If an insolvent lessee holds a 100% lease interest, the stay of proceedings prevents any
remedial action for outstanding debts. In such circumstances, Alberta Energy awaits completion
of a sale transaction, usually an asset sale of the insolvent’s Crown Lease interests.

Default Letter and Blue Sky Rovalty Client Account

50.  The Default Letter begins by listing the total amount of Outstanding Royalties in Blue
Sky’s royalty client account. However, attributing the Outstanding Royalties to Blue Sky’s royalty
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client account does not absolve Blue Sky’s co-lessees of their liability for these amounts owed
under Crown Leases.

51 As discussed, Alberta Energy first attempts royalty collection from designated royalty
clients in the proportion assigned to them and communicated to Alberta Energy. When that
collection is frustrated or becomes impossible, such as in an insolvency, Alberta Energy avails
itself to its other remedies under the Crown Leases and MMA, such as collection from co-lessees.

52. When a party declares insolvency, regardless of the type of proceeding, Alberta Energy
calculates all then known royalties owed by that royalty client, based on their allocation of
“quantities available for sale,” as attributed by a well operator (not Alberta Energy). These royalty
amounts are reflected in the insolvent’s royalty client account, identified in the Default Letter, and
disseminated to all co-lessees.

53.  The use of Blue Sky’s royalty client account does not indicate that only Blue Sky is liable
for payment of those amounts. Identifying the Outstanding Royalties in Blue Sky’s royalty client
account is, as previously discussed, a policy decision premised on encouraging administrative
efficiency, and such allocation is done at industry’s direction. Further, identifying the Outstanding
Royalties to only Blue Sky’s royalty client account prevents duplicate collection and avoids
accounting complications.

54. If, pursuant to shared co-lessee liability, Alberta Energy reflected all outstanding royalty
balances in each co-lessee’s royalty client account, it would lead to accounting errors and double
collection (i.e., 10 lessees would all owe ~$1.8m in their accounts, despite the total owed amount
across all leases totaling ~$1.8m).

55. Despite all Blue Sky co-lessees receiving the Default Letter outlining the total Outstanding
Royalties attributed to Blue Sky via industry, Alberta Energy collects outstanding amounts from
co-lessees on a leasehold basis. In short, co-lessees pay only those Outstanding Royalties for
Crown Leases to which they are a party. This methodology reflects that, ultimately, royalties are
tied to the underlying Crown Lease.

56. The Lunn Affidavit incorrectly states “... Alberta Energy may exercise remedies against
any lessee, regardless of whether such lessee has an interest in the PNG Lease from which the
applicable [Outstanding Royalties] relate.”® That statement is incorrect. Crown Liabilities accrue
on a lease-by-lease basis, meaning Alberta Energy can collect Crown Lease debts from all lessees,
even if such collection is not Alberta Energy’s first course of action.

3 Lunn Affidavit, para 1 1(c).
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Default Letter and Designated Representatives

57. Section 29(1) of the MMA requires that lessees nominate a designated representative for
each Crown Lease with two or more lessees. The designated representative, who is not always a
co-lessee, is the point of contact between Alberta Energy and the specific Crown Lease.

58.  The Default Letter was sent to both co-lessees and designated representatives, as
appropriate. Even if a party had no interest in a lease, they would still receive the Default Letter
for leases on which they are a designated representative.

39, If CNRL is the designated representative for certain Crown Leases, then the spreadsheet of
Outstanding Royalties they received alongside the Default Letter would naturally include leases
to which they may not have an ownership interest.

60.  Communicating a notice of collection for a lease’s Crown Liabilities to a designated
representative is not an attempt at illegitimate collection from a non-liable party. It is simply
communicating through the architecture set out in section 29 of the MMA.

Provision of Lease Information to Requesting Parties

61.  Following delivery of the Default Letter, on September 29, 2025, Alberta Energy provided
a spreadsheet containing Crown Liability information specific to each co-lessee and their
respective Crown Leases. This spreadsheet provided agreement ID, production periods, designated
representatives, participants, royalty amounts, and interest. The cover email providing this
information to CNRL is attached as Exhibit N, and the spreadsheet of Outstanding Royalties itself
as Exhibit O.

62. Due to confidentiality provisions in the MMA, Alberta Energy can provide to a lessee only
that lease information for which they are a lessee (or designated representative). If a party is not
listed as a lessee, Alberta Energy cannot share third party information to parties which do not have
an interest in the lease:

50(1) Except as provided under the regulations, no person shall communicate or allow
to be communicated any record, return or information obtained under this Act to a
person not legally entitled to that information or allow any person not legally entitled
to that record, return or information to have access to any record, return or information
obtained under this Act.

63. If CNRL is not party to a Crown Lease, Alberta Energy cannot provide information about
that lease to CNRL unless CNRL provides consent from those legally entitled to the information.

64. Alberta Energy provided to all co-lessees the information relevant to their Crown Lease
obligations connected to Blue Sky’s insolvency and collection of associated Outstanding Royalties
as requested by the applicable co-lessees.
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Insolvency Sales — Alberta Energy’s Transfer Requirement

65. As set out at paragraph 33 of the Lunn Affidavit, referencing a former affidavit sworn by
Tracy Wadson in the CLEO proceeding (discussed below), Alberta Energy has issued Information
Letter IL 2024-32 (IL 2024-32), addressing the transfer of Crown Leases in insolvency
proceedings. IL 2024-32 does not address or limit the royalty collection measures available to
Alberta Energy outside insolvency proceedings.

66. Consistent with [L 2024-32, upon sale of an insolvent’s Crown Leases (in an asset sale, not
a share purchase arrangement), the receiver or trustee requests that Alberta Energy transfer those
Crown Leases to the name of the purchaser.

67. Under section 18(2) of the MMA and section 5(1)(g) of the Crown Minerals Registration
Regulation, AR 264/1997 (CMMR), the Minister (through Alberta Energy) is authorized to refuse
the transfer of a Crown Lease. The relevant portions of the CMMR are attached as Exhibit P.

68. If outstanding Crown Liabilities exist at the time of the requested transfer, Alberta Energy
requires payment of cure costs (i.e., the Crown Liabilities - the monetary defaults under the Crown
Lease) before it will transfer Crown Leases to the purchaser (the Transfer Requirement).

69.  Contrary to the Lunn Affidavit’s claim that Alberta Energy rejects transfers,” Crown
Leases are held in abeyance if both the transferee and transferor refuse to cure outstanding Crown
Liabilities. Alberta Energy does not cancel Crown Leases for a purchaser’s refusal to pay Crown
Liabilities at risk of violating the court’s order, typically an Approval and Vesting Order.

Non-Payment of Crown Liabilities Despite Transfer Requirement

70.  The fact that Alberta Energy seeks payment of Crown Liabilities prior to transferring
Crown Leases does not mean that Alberta Energy always receives payment. Often, parties will
refuse to pay, leaving the leases in limbo, or take Alberta Energy to Court.

71. As described in the Lunn Affidavit (citing a former affidavit of Alberta Energy),’ there are
ample materials available to both industry and insolvency managers regarding the Transfer
Requirement. Even so, Alberta Energy faces frequent disputes and refusals over the payment of
Crown Liabilities at transfer (examples provided below).

72. Moreover, Alberta Energy’s authority vis a vis transfers does not guarantee payment, as
suggested by CNRL’s application and the Lunn Affidavit. This uncertainty of payment, coupled
with rising insolvencies, has led Alberta Energy to more frequently exercise its discretion to seek
payment of outstanding Crown Liabilities from co-lessees.

* Lunn Affidavit, para 29(d).
5 Lunn Affidavit, para 33.
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13 A purchaser’s refusal to pay cure costs creates significant opportunity costs for Alberta
Energy while the Crown Leases are held in abeyance, a cost borne directly by the taxpaying public
whose minerals are frozen for undetermined periods of time. During such time, no productive use
is made of Crown PNG. No royalties or taxes are collected, no employment is created, and Alberta
Energy is unable to reissue the mineral rights to a party capable of making productive use of public
PNG rights.

74. If a party chooses to litigate Alberta Energy’s refusal to transfer, that creates a significant
additional legal cost. The inability to collect payment on Crown Leases creates significant
administrative, opportunity, and legal costs. These costs are in addition to the unpaid Crown
Liabilities, all of which are borne by the public when it is their PNG rights at stake.

75. Alberta Energy is placed in an extremely difficult situation in the face of non-payment of
Crown Liabilities. Because insolvency transactions are authorized by court order, Alberta Energy
does not outright cancel the leases on which liabilities remain unpaid.

76. Even if Alberta Energy were able to cancel Crown Leases for which no payment of Crown
Liabilities was made under the Transfer Requirement, that is of no benefit either, as the debt of the
cancelled agreements becomes effectively unrecoverable. Even where collection succeeds,
collection costs may nullify (or even outweigh) the amounts collected.

Forden Energy Inc.

77. On November 19, 2019, in the insolvency of Sequoia Resources Corp. (Sequoia), Forden
Energy Inc. (Forden) purchased certain Crown Lease interests from Sequoia, which leases had
outstanding Crown Liabilities (the Forden Leases).

78. Under its statutory authority, Alberta Energy requested payment of the outstanding Crown
Liabilities before transferring the lease interests to Forden. Forden refused to pay, arguing that all
Crown Liabilities were extinguished and brought an application against Alberta Energy (the
Forden Claim), attached as Exhibit Q.

79. The Forden Claim remains unresolved and, on August 17, 2025, Forden filed a notice of
Intention to Make a Proposal, attached as Exhibit R. While the drop-dead date under the Rules of
Court has passed, Alberta Energy’s request to lift the NOI-imposed stay of proceedings to strike
the claim was denied by Forden’s Trustee, attached as Exhibit S.

80. So long as Forden remains in insolvency proceedings (NOI or otherwise), Alberta Energy
is unable to act on the Forden Leases to: (i) collect unpaid Crown Liabilities, (ii) cancel the Forden
Leases, or (iit) reissue the mineral rights contemplated by the Forden Leases to a new purchaser to
make productive use of the PNG, creating royalty payments, employment, and tax revenues.

81. As a result of the above, Alberta Energy has held the Forden Leases in abeyance for over
six years, during which time no productive use has been made of the leased Crown PNG.
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82. Situations such as the Forden Claim are unfortunately not uncommon, and Alberta Energy
is required to expend significant legal and administrative costs to remedy the situation.

Barrel Oil Corp.

83. Alberta Energy recently received a notice of dispute similar to the Forden Claim, as part of
the receivership of Long Run Exploration Ltd. (Long Run), whose receivership order is attached
as Exhibit T. Certain of Long Run’s Crown Leases were purchased by Barrel Oil Corp. (Barrel
Co.).

84. Upon receipt of request from Long Run’s receiver to transfer the purchased leases to Barrel
Co., Alberta Energy made the statutory request for payment of outstanding Crown Liabilities from
Barrel Co. Despite the relevant asset purchase agreement between Long Run, its receiver, and
Barrel Co. requiring Barrel Co. to pay Crown Lease cure costs, Barrel Co. refused to pay. Barrel
Co.’s letter to Alberta Energy is attached as Exhibit U.

85.  This dispute remains unresolved, with the subject Crown Leases again held in limbo and
the associated Crown Liabilities unpaid.

Trident Exploration Corp. and Tallahassee Exploration Inc.

86.  The Lunn Affidavit incorrectly states that, during the insolvency of Trident Exploration
Corp. (Trident), Alberta Energy approved a transfer of certain Trident Crown Leases to
Tallahassee Exploration Inc. (Tallahassee) without requiring payment of Crown Liabilities and
instead invoiced CNRL.®

87.  InlJuly 2021, Alberta Energy engaged with Tallahassee, advising them that Trident was in
receivership and Alberta Energy required time to calculate outstanding Crown Liabilities. In
November 2021, a payment of ~$200,000 was received from Tallahassee satisfying the Crown
Liabilities. Attached as Exhibit V is correspondence regarding Tallahassee’s payment of the
outstanding Crown Liabilities.

Sydco Energy Inc. and Direct Oil & Gas Inc.

88.  The Lunn Affidavit also incorrectly states that Alberta Energy transferred leases from
insolvent Sydco Energy Inc. to Direct Oil & Gas Inc. (Direct), and then to Blue Sky, without
requiring payment of outstanding Crown Liabilities.”

89.  When Alberta Energy approved the transfer from Direct to Blue Sky, the transferred leases
had no outstanding Crown Liabilities, as discussed in correspondence with Alberta Energy staff

 Lunn Affidavit, para 34(a).
 Lunn Affidavit, para 34(c).
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responsible for lease administration, attached as Exhibit W. This correspondence also confirms
that CNRL was aware that the insolvency trustee was seeking to arrange payment of arrears.

Attempts to Subvert the Transfer Requirement

90. Paragraphs 32 to 34 of the Lunn Affidavit rely on materials submitted by Alberta Energy
in the insolvency proceedings of CLEO Energy Corp. (CLEO).

91.  The CLEO proceeding demonstrates ever evolving attempts by insolvency managers and
their counsel to avoid paying Crown Liabilities through the insolvency process. Where such
attempts are successful, private entities are enriched at the direct expense of Albertans who own
the PNG.

92. In the CLEO proceeding, a reverse vesting order (the CLEO RVOQO) was sought,
contemplating a sale of all CLEQO’s shares to a purchaser. On the terms of the CLEO RVO, the
purchaser entity would retain all CLEO’s Crown Leases, but none of the Crown Liabilities for
those leases.

93, Alberta Energy successfully intervened against the proposed RVO. The finalized order
required payment of CLEO’s outstanding Crown Liabilities from the purchase proceeds, the
pronounced order is attached as Exhibit X.

94. In CLEO’s insolvency, the Transfer Requirement would have been avoided, as share
transactions do not require transfers of the Crown Leases. As such, the Transfer Requirement is
far from an ironclad tool guaranteeing Alberta Energy’s payment. In fact, CLEO’s insolvency
proceeding demonstrates how collection of outstanding Crown Liabilities is far from certain, and
Alberta Energy requires a robust set of tools to guarantee the collection of funds owed to Albertans.

Conclusion

95. I make this Affidavit in opposition to CNRL’s application dated November 14, 2025.

SWORN BEFORE ME at the City of
Edmonton, in the Province of Alberta,
this 12th day of December 2025.

7 o
A Commissioner of Oat}r{in and for

the Province of Alberta
fuKe vwoune
A COMMISSIONER FOR QATHS
IN AND FOR THE
PROVINCE OF ALBERTA
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