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Advisory 

The information in this presentation contains certain forward-looking statements, including within the meaning of the United States Private Securities Litigation Reform Act of 1995. These 

statements relate to future events or our future intentions or performance. All statements other than statements of historical fact may be forward-looking statements. Forward-looking 

statements are often, but not always, identified by the use of words such as ñseekò, ñanticipateò, ñplanò, ñcontinueò, ñestimateò, ñdemonstrateò, ñexpectò, ñmayò, ñwillò, ñprojectò, ñpredictò, 

ñpotentialò, ñtargetingò, ñintendò, ñcouldò, ñmightò, ñshouldò, ñbelieveò, ñwouldò and similar expressions and include statements relating to, among other things, individual wells, regions, 

properties or projects. These statements involve substantial known and unknown risks and uncertainties, certain of which are beyond Advantageôs control, including: the impact of general 

economic conditions; industry conditions; changes in laws and regulations including the adoption of new environmental laws and regulations and changes in how they are interpreted and 

enforced; fluctuations in commodity prices and foreign exchange and interest rates; stock market volatility and market valuations; volatility in market prices for oil and natural gas; liabilities 

inherent in oil and natural gas operations; uncertainties associated with estimating oil and natural gas reserves; competition for, among other things, capital, acquisitions of reserves, 

undeveloped lands and skilled personnel; incorrect assessments of the value of acquisitions; changes in income tax laws or changes in tax laws and incentive programs relating to the oil 

and gas industry; geological, technical, drilling and processing problems and other difficulties in producing petroleum reserves; and obtaining required approvals of regulatory authorities. 

Advantageôs actual decisions, activities, results, performance or achievement could differ materially from those expressed in, or implied by, such forward-looking statements and, 

accordingly, no assurances can be given that any of the events anticipated by the forward-looking statements will transpire or occur or, if any of them do, what benefits that Advantage will 

derive from them. Except as required by law, Advantage undertakes no obligation to publicly update or revise any forward-looking statements.  For additional risk factors in respect of 

Advantage and its business, please refer to it Annual Information Form dated March 16, 2010 which is available on SEDAR at www.sedar.com and www.advantageog.com. 

References in this presentation to initial test production rates, initial ñproductivityò, initial "flow" rates, "flush" production rates and ñbehind pipe productionò are useful in confirming the 

presence of hydrocarbons, however such rates are not determinative of the rates at which such wells will commence production and decline thereafter. While encouraging, readers are 

cautioned not to place reliance on such rates in calculating the aggregate production for Advantage. 

Barrels of oil equivalent (boe) may be misleading, particularly if used in isolation. A boe conversion ratio has been calculated using a conversion rate of six thousand cubic feet of natural 

gas to one barrel.  ñTCFò stands for trillion cubic feet of natural gas.  Such conversion rates are based on an energy equivalency conversion method application at the burner tip and do 

not represent an economic value equivalency at the wellhead.  

This presentation contains references to estimates of natural gas classified as discovered petroleum initially in place and contingent resources which are not, and should not be confused 

with, estimates of oil and gas reserves. "Discovered petroleum initially in place" is defined in the Canadian Oil and Gas Evaluation Handbook (the "COGE Handbook") as the quantity of 

hydrocarbons that are estimated to be in place within a known accumulation. Discovered petroleum initially in place is divided into recoverable and unrecoverable portions, with the 

estimated future recoverable portion classified as reserves and contingent resources.  "Contingent resources" is defined in the COGE Handbook as the quantity of petroleum that is 

estimated to be potentially recoverable from known accumulations using established technology or technology under development which are not currently considered to be commercially 

recoverable due to one or more contingencies. There is no certainty that it will be commercially viable to produce any portion of the discovered petroleum initially in place or contingent 

resources.  There are a number of contingencies associated with the development of the Montney resources  relating to performance from new and existing wells, future drilling programs, 

the lack of infrastructure, well density per section, recovery factors and development necessarily involves known and unknown risks and uncertainties, including those risks identified in 

this presentation. The estimates of discovered petroleum initially in place and contingent resources represents the best estimate, as defined in the COGE Handbook, of such resources.  

The contingent resources estimated by Sproule have not been adjusted for risk based on the chance of development.  There is no certainty that the resources will be developed and, if 

developed, there is no certainty that it will be commercially viable to produce any portion of the reported contingent resources for the Montney zones. 

Finding and development costs have been calculated in accordance with section 5.15 of National Instrument 51-101 Standards of Disclosure for Oil and Gas Activities which requires 

changes in FDC to be included in the calculation of finding and development costs. Advantage has also provided the calculation of finding and development costs excluding changes in 

FDC as indicated above. The aggregate of the exploration and development costs incurred in the most recent financial year and the change during that year in estimated FDC generally 

will not reflect total finding and development costs related to reserve additions for that year. The disclosure of finding and development costs for Glacier does not include comparative 

information of finding and development costs for the years ended 2007 and 2006 as finding and development costs were not calculated for the Glacier properties for the years ended 

2007 and 2006.  
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Advantage Oil & Gas Ltd.  

ÅListed on TSX & NYSE AAV 

ÅMarket Capitalization at November 10, 2010       $1.1 billion 

ÅShares Outstanding (Basic) 164 million 

ÅProduction  

ÅQ3 2010  ~24,300 boed 

ÅQ2 2011 Forecast  ~30,000 boed 

ÅCredit Facility $525 million 

ÅAvailable Credit Facility @ end of Q3 2010 $252 million 

ÅConvertible Debentures Outstanding $149 million 
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Advantage ï Corporate Strategy 

Å Focus on Montney Natural Gas Resource Play Development at Glacier, 

Alberta 

ÅGrow Glacier production to a target of 100 mmcfd (16,667 boed) by Q2 2011 (currently 

at 50 mmcfd) 

ÅContinue delineation of our extensive land block and conversion of future 

reserves/resource potential through production growth 

Å Maintain Financial Flexibility & Discipline 

ÅFund capital requirements primarily through cash flow 

ÅHedging program to support cash flow  

ÅDebt levels reduced by 57% in 2009 + non-core asset disposition of $67 million in Q2 

2010 

Å Focus on Optimizing Cost Structure & Improved Operating Efficiencies 

ÅProduction growth at Glacier contributes to lowering cost structure 

ÅDivested 1,700 boe/d non-core assets Q2 2010 (80% gas weighted) 

Å Evaluate Additional Oil and Natural Gas Resource Potential on AAV lands 
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Advantage Daily Production, Net of Dispositions* 

Daily Production, Boe/d 

 *Note: Advantage divested 8,100 boe/d of non-core assets in Q3 2009 and 1,700 boe/d of 

non-core assets in Q2 2010 which reduced total debt levels by 57% 

Corporate production has grown 

organically  and is projected  to 

increase by 52% when Glacier 

reaches 100 mmcfd in Q2 2011 

Glacier at 100 

mmcfd 
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Q3 2010 Highlights 

Å Strong production and operating performance 

Å Reduced corporate cost structure: 

ÅOperating costs decreased 4% to $10.21/boe as compared to Q2 2010 

ÅTotal royalties paid decreased 16% to $10.3 million as compared to Q2 2010 

ÅTotal interest expense on bank indebtedness decreased 47% compared to Q3 2009  

ÅAdvantageôs natural gas sales volumes at Glacier averaged  50.4 mmcfd and exited 

52.3 mmcfd during Q3 2010 reflecting solid gas plant performance and better than 

expected well production 

Å Well results at Glacier continue to exceed expectations 

ÅSeven new Upper Montney wells tested at an average rate of 9.6 mmcfd which is a 259% 

improvement as compared to our initial Phase I wells drilled in 2008 (normalized to a common 

flowing pressure of 435 psi)  

ÅAdvantageôs most recent 8 wells demonstrated an average 30 day Initial Production (ñIPò) rate of 5.3 
mmcfd with the highest well achieving 8.9 mmcfd 

Å Glacier On Track to Double Production to 100 MMCFD  

ÅSince July 2010,  21 net (21 gross) Montney horizontal wells have been drilled out of our Phase III 

total program of 28 wells 

ÅA total of 75 mmcfd of new behind pipe productivity is currently available to support our 100 mmcfd 

target and an additional 14 net (14 gross) wells are awaiting completion at this time 
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* Source: Canadian Society of Petroleum Geologists Atlas of 

Western Canadian Sedimentary Basin and available 

public data 

Glacier is located in: 

Å The thickest part of fairway (up to 250 meters)        more 

reserves  

Å A mostly siltstone & sand matrix (tight gas sands) with 

varying degrees of shale          better permeability and 

higher recovery factor 

Å An over-pressured region         more reserves 

Å The most active area of the fairway with EnCana, Murphy, 

Birchcliff, Devon, Arc & Shell         technology 

improvements and more data  

Devon 

Glacier ï Thick Montney ñSiltstoneò Supports Higher Reserve Recoveries   

 

Glacier 

Calgary 

Edmonton 

Most active drilling area  in 

the Montney 
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Recent M&A Activity* Around Glacier 

* Based on Company Public Information Disclosures and Land Records 

Map Source: Modified from various company reports, Accumap, and CIBC World Markets Inc. Advantage Glacier land   

holdings at December 31, 2009 
 

Recent M&A Activity: 

ÅCNRL / Talisman 

ÅARC / Storm  

ÅPengrowth / Monterey 

ÅApache / BP 

ÅMurphy / Cequence 

ÅTrident current sale process 

Recent  Joint Venture Activity: 

ÅEncana / CNPC Joint Venture 

 

Shell 

Talisman 

Murphy 

Encana 

BP 

(Apache) 

ARC 

CNRL 
Storm 

(ARC) 

Birchcliff 

ADVANTAGE 

Devon 

 Monterey 

(Pengrowth) 

 

Encana/CNPC 

CNRL 

(Talisman) 

Trident 

Glacier - Large Contiguous 

Land Block 
Å84 gross (80 net) sections of 

Montney acreage 

Å95% working interest 
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Glacier Production Growth to  

50 mmcfd in 20 months 

Advantage 

Glacier 

 Top Quartile Initial Production Rates (30 day) at Glacier    

EnCana Swan 

Advantage has drilled a total of 33 net (42 gross) wells as of June 2010  

Å24 net (34 gross) wells are currently on production  

ÅAverage well density of < 1 well per section 

 

EnCana has drilled a total of 200 gross wells as of June 2010 

ÅProduction is > 200 mmcfd with 116 wells on-production 

ÅAverage well density of < 3 wells per section over the land block 

Source: Based on producing day rates from public data through IHS/Accumap and 

Advantage company information (including Advantage confidential wells) 

EnCana 

Swan 

Advantage 

Glacier 

 

To date results at Glacier prove up a 

significant amount of acreage across the land 

block and IPôs are comparable to EnCana Swan 

wells  

 

British Columbia Alberta 
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IP 30 Day Production Distribution 

mcf/d 
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Montney Horizontal Well Production Range and Type Curve  

Data includes Glacier, 

Swan, Tupper,  &  

Groundbirch  

30 Day IP 

Distribution 

The IP30 range and average 

type curve  based on 225 wells 

with up to 48 months of 

production history 

Glacier well economics based on this type curve at  

4.5 mmcfd IP, 5 bcf and $5.5 mm well cost: 

 

@$3.00 Cdn flat pricing: >18% ROR BT 

@$4.00 Cdn flat pricing: >39% ROR BT 

Source: Based on public data through IHS/Accumap and Advantage Company (including Advantage 

confidential wells).  IP 30 day rates are normalized for differences in producing hours. 



November 2010      Page 11  

Glacier Upper Montney ï Well Test Rates Improved  
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Average Hz well rate increased 

from 3.6 mmcfd to 7.1 mmcfd 

due to improved frac techniques 
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791 mcfd Last 

27 wells 

465 mcfd 

First 12 wells 

Completions in chronological order 

* Due to testing equipment constraints on high rate/high pressure wells, the rate per frac has been adjusted  to a common 

flowing pressure of 435 psi for comparative purposes 

Glacier Upper Montney Rate per Frac* Improved 1.7x 
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Completion Costs per Frac 
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Completions in chronological order 

Completion costs per frac decreased over 50% due to more 

efficient completion techniques & lower supply costs 
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Glacier Drilling and Completion Costs 
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4 to 8 fracs 

per hz well 
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D+C costs decreased despite  

increased # fracs per well  
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Glacier  - Expand to 100 mmcfd (16,667 boe/d) by Q2 2011 

Highlights: 

ÅProject commenced Q2 2010 and is 
scheduled for completion Q2 2011 

ÅGlacier at 100 mmcfd will comprise 
approximately 55% of corporate 
production  

ÅExpansion includes: 

Å Additional Horizontal wells to build 
production capability for 100 mmcfd & 
further delineate land block  

Å Additional processing train at our Glacier 
gas plant (inlet separation, compressor 
and amine unit) 

Å TCPL sales pipeline expansion to  
100 mmcfd (already in progress) 

ÅRegulatory approval for 100 mmcfd 
facility (already received) 

ÅTotal Glacier capital expenditures 
of $166 million (July 2010 ï  
June 2011)  

 

20 -25 mmcfd

50 mmcfd

100 mmcfd

0

25

50

75

100

125

Targeted Production Growth 

Phase I 

Q2 2009 

Phase II 

Q2 2010 

Phase III 

Q2 2011 

* Gross plant inlet volume 

Completed 

Completed 

Approved and 

In-progress 
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New Alberta Royalty Incentives Enhance Glacier Economics 

Å Significant enhancement for Glacier Montney horizontal wells due to 

changes in the Natural Gas Deep Drilling Program (ñNGDDPò): 

ÅReduced qualifying depth from 2,500 meters to 2,000 meters 

ÅProgram is now a permanent feature (no expiry date) 

Å All Glacier Montney horizontal wells spud after May 1, 2010 qualify for the 

NGDDP (typical length of 4,200 ï 4,500 meters) 

ÅEstimated royalty incentive of $2.7 million to $3.4 million per well  

(cost of a Montney hz well is approximately $5 million) 

Å Improves project economics & enhances the value of future drilling 

locations and reserves 

ÅSprouleôs 2009 year-end reserve report contained 144 Montney horizontal wells with  

no NGDDP 

Å Effective royalty rate on a new Glacier Montney well is estimated to be less 

than 7 % over life of well 
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Glacier ï Strong Netbacks & Attractive Recycle Ratios  

Revenue ($Cdn/mcf) $4.00 $5.00 

Royalties (@ Royalty Rate 7.0%) $(0.28) $(0.35) 

Operating Costs $(0.29) $(0.29) 

Operating Netback ($/mcf) $3.43 $4.36 

Annual Cash Flow ($Million) $125 million $159 million 

Recycle Ratio: 

@ 2009 F&D cost $1.64/mcf* 2.1x 2.7x 

* 2009 Corporate F&D cost  of  $9.84/boe includes change in Future Development Capital 

Based on 100 mmcfd at Glacier 

Operating 

netbacks 

exceed 85% of 

revenue 



November 2010      Page 18  

Glacier ï Potential Plays ñStackedò above the Montney 

18 

* Source:  Canadian Society of Petroleum 

Geologists Atlas of Western 

Canadian Sedimentary Basin 

Å Additional resource and 

conventional plays are ñstackedò 

above the Montney at Glacier  

Å Montney horizontal wells are 

providing a ófree lookô at all these 

potential stacked formations  

Å Economics for these plays will be 

enhanced due to the Montney 

infrastructure that is already in 

development 
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Guidance H2 2010 H1 2011 12 Months 

Production Average (boe/d) 23,500 - 24,300 26,600 - 27,200 25,050 - 25,750 

Exit Rate (boe/d) ~24,000 ~30,000 

Royalty Rate (%) 13% - 15% 13% - 15% 

 

13% - 15% 

Operating Costs ($/boe) $9.75 - $10.25 $8.50 - $9.00 

 

$9.10 - $9.65 

Capital Expenditures ($Millions) $120 - $130 $70 - $80 $190 - $210 (1)(2) 

 

Funds from Operations Estimate (3) 

(Millions $ based on mid-range of 

guidance) 

 

$168 million 

Guidance ï 12 Months ending June 2011 

  

(1) Note:  80% of capital is allocated to Glacier 

(2) Includes total drilling credits of $18 million 

(3) Note: Nymex $4.23 US/mmbtu (AECO $3.70 Cdn/mcf), WTI $85.00 US/bbl, Fx of $0.99 Cdn/US and includes current hedging positions  

Estimate 
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* Based on exchange rates June 11, 2010 and estimated differentials. 

  Further details available on our website: www.advantageog.com 

  

 2010 Full Year 34% $67.83 $65.65 

CRUDE OIL 

  

WTI Cdn $ 

(per bbl) 

 

WTI US $ 

(per bbl) * 

2010 

Aeco Cdn $  

(per mcf) 

Nymex US $ 

(per mmbtu) * 

% of forecast 

Production Hedged NATURAL GAS 

 Q1 81% $7.64 $8.04  

 Q2 57% $7.53 $7.93 

 Q3 47% $7.27 $7.67 

 Q4 48% $7.27 $7.67 

 2010 Full Year 59% $7.46 $7.86 

 Q1 40% $6.43 $6.83 

 Q2 25% $6.24 $6.64 

 Q3 24% $6.24 $6.64 

 Q4 24% $6.24 $6.64 

 2011 Full Year 28% $6.30 $6.70 

  

2011 

Solid Hedging Program to Support Future Cash Flow 

2010 

2011 

   

 2011 Full Year 33% $88.90 $86.04 2011 

% of forecast 

Production Hedged 

http://www.advantageog.com/
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Advantage - Well Positioned for Growth 

Å Montney natural gas resource play at Glacier 

Å Increase production to 100 mmcfd (16,667 boe/d) by Q2 2011 

Å Cost structure reduced 

ÅGrowth at Glacier will lower operating cost & capitalize on efficiencies due to  

AAVôs Glacier gas plant expansion 

ÅDisposition of higher cost assets in 2009 and 2010  

Å Increased Corporate Netbacks 

Å Conventional long life, low decline oil and natural gas assets with upside 

drilling inventory 

Å Strong hedging program to support future cash flows 

Å Financial flexibility 

ÅUnutilized Bank Credit Facility of approximately $252 million 

Å Strong tax pool position of approximately $1.6 billion 
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www.advantageog.com 

TSX:AAV      NYSE:AAV 

Advantage Oil & Gas Ltd. 

Suite 700, 400 ï 3rd Avenue SW 

Calgary, Alberta  T2P 4H2  

Main: 403.718.8000   Facsimile: 403.718.8300 

Contact Information 

Investor Relations 

1.866.393.0393 

ir@advantageog.com 

 

Andy Mah, P.Eng. 

Chief Executive Officer 

 

 

Craig Blackwood, C.A. 

Vice-President, Finance 

mailto:ir@advantageog.com
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Appendix  

Montney and Other Properties 
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BC AB 
1 - 2 wells 

AAV lands 

No wells 

3 - 4 wells 

5 + wells 

Glacier and Swan Production Chart 

Vast Majority of Land at Glacier  

Contains No Hz Montney Wells  

Glacier Production Growth to 50 mmcfd in 20 months: 

Å  24 net (34 gross) wells are on production at June 2010         

ÅTotal of 33 net (42 gross) wells drilled to date  

EnCana Swan 

Advantage 

Glacier 

 

Includes Upper & Lower 

Hz Montney wells 

 

Wells as of June 2010 

 

Swan 

Glacier 

Glacier ï Low Well Density Provides Significant Upside Potential  
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ÅDrilling to June 2010 

1 - 2 wells 

AAV lands 

No wells 

3 - 4 wells 

5 + wells 

BC AB 

UPPER MONTNEY 

BC AB 

LOWER MONTNEY 

Montney Horizontal Drilling Density ï wells/section 
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1 Upper Montney Hz 

7.6 mmcfd @ 1270 psi 

2 Upper Montney Hz 

3.2 mmcfd Average 

1 Upper Montney Hz 

7 mmcfd @ 897 psi  

3 Upper Montney Hz 

12 mmcfd @ 1300 psi  
2 Upper Montney Hz 

Avg. 8.1 mmcfd @ 812 psi  

2 Upper Montney Hz  

11 mmcfd @1782 psi,  

10.5 mmcfd @ 2179 psi 

Test Rates Exceeding 

Expectations Across Land Block 

Glacier  ï Results Exceeding Expectations 

2 Lower Montney Hz  

4.6 mmcfd @ 917 psi  

4.2 mmcfd @ 495 psi  

8 Upper Montney Hz 

Avg 5.1 mmcfd @ 1404 psi  


