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 An updated Canadian Oil & Gas 
Evaluation Handbook — a compendium 
of industry-best practices — will offer 
a practical, principles-based approach 
to handling abandonment-and-
reclamation costs (ARCs) in the 
discounted cash flow model.  At issue 
is the Alberta Securities Commission 
rule, Item 2.1(3) (b) of NI 51-101F1.  
It requires a reporting issuer (RI) to 
cashflow oil and gas production net 
of ARCs for all wells, surface facilities 
and pipelines up to the sales point.
 “Best practice is to include all ADR (abandonment, 
decommissioning and reclamation) costs to the salespoint,” 
said Doug Wright.  “However, it’s probably not practical to 
include all those costs.  We had to consider what that would 
do to some companies.” 
 Wright is one of the framers of the new guidance to be 
issued by the Calgary chapter of the Society of Petroleum 
Evaluation Engineers. At press time in early July, the handbook 
had not been posted.
 Wright presented the society’s progress in May at the Ryder 
Scott reserves conference in Calgary.
 If ADR costs are excluded, COGEH recommends that the 
RI disclose those omissions to reconcile unaudited (supple-
mental) information in the 10-K with the audited financial 
statement.  On the accounting side, all ADR costs are reported 
annually as asset retirement obligations. 
 COGEH clarifies that ADR costs should address producing 
wells, suspended wells, service wells, gathering systems, 
facilities and surface land development.  

Updates, additions to COGEH
 Eight oil and gas companies, three consultants, two 
regulators and SPEE members commented on the COGEH 
draft.  “The banks did not provide much feedback, but we 
made some concessions to banks,” said Wright, who chaired 
the 2017 SPEE update committee.

New COGEH defuses ARC debate with principles-based approach Market perspectives on resources 
assessments presented at 
Calgary conference
 Investment banker Morad Rizkalla, at BMO Capital Markets 
A&D advisory, presented the impact of resources assessments 
on the A&D market in Canada at the Ryder Scott Canada 
reserves conference in May.  He discussed case studies of 
transactions with significant resources components over the 
past five years.  
 The details of those transactions are included in his presen-
tation posted on the Ryder Scott website at ryderscott.com/
presentations.
They are as follows:
 • PetroChina/Encana Corp. Duvernay joint venture in 2012
 • Mitsubishi Corp./Encana Montney joint venture in British 
  Columbia in 2012
 • Petronas/Progress Energy Resources Corp. acquisition 
  in 2012
 • Seven Generations Energy Ltd. IPO in 2014
 • Concho Resources Inc./RSP Permian Inc. acquisition 
  in 2018
 • Various oil sands royalty transactions during 2016 
  to 2018
 “As resource plays have become a significant contributor to 
the WCSB (Western Canadian Sedimentary Basin), contingent 

“challenged” over the last year and a half.  The latest Canadian 
IPO was Seven Generations.  
 Only nine E&P issuers accessed the market in 2017 and 
there were no new issues at midyear 2018.  “M&A (mergers 
and acquisitions) activity has tapered because public 
Canadian energy companies have limited access to capital 
amid weak equity market sentiment,” said Rizkalla.
 He added that non-traditional buyers — such as 
International Petroleum Corp., Torxen Energy Ltd. and 
Schlumberger Ltd. — have been the most active in the M&A 
market.
 “Companies with strong paper that can raise equity or 
issue shares for direct share exchange are the buyers,” said 
Rizkalla. 

Doug Wright

and prospective resource assess-
ments have gained importance in 
asset valuations and transactions,” 
said Rizkalla. 
 “Companies acquiring long-term 
resources are generally the larger 
organizations,” he added.  “They have 
goals to convert resources to reserves, 
production and cash flow.”
 Rizkalla also discussed some 
current market considerations of BMO 
Capital Markets.  He characterized the 
Canadian IPO and equity market as 

 SPEE followed up on recommendations received during 
the comment period by creating a digital COGEH draft 
document.  “The handbook was over 600 pages long.  We 
eliminated duplication, consolidated and cleaned up the 
document and added a couple of new topics to keep it in 
line with other jurisdictions.  With the use of hyperlinks, we 
reduced the draft to about 400 pages,” said Wright.
 While consolidating COGEH, the committee did not 
remove any previous content from Volumes 1, 2 and 3 or 
from the “Guidelines for the Estimation and Classification of 
Resources Other Than Reserves (ROTR)”
 COGEH will be a live, evergreen document.  “Changes will 
be done when needed, but won’t be done in December, for 
instance, during the year-end evaluation cycle,” said Wright.  
“Updates are planned for the spring so they don’t fall into 
that cycle.”  He added that SPEE will consider new guidelines 
on such topics as handling carbon taxes.
 At press time, subscription sales of COGEH to individuals 
at an annual rate and to corporations at a higher rate were 
imminent.
 SPEE also updated or made additions to COGEH for the 
following topics:
 • Product types
 • Undeveloped reserve bookings and timing
 • Type-well generation
 • Statistical methods
 • Social and environmental considerations

LTM BUYERS (DEAL VALUE)

Yield Junior / Intermediate PrivateCo / Sponsor

Undisclosed Senior Foreign Other

EXPLORATION & PRODUCTION (2013-PRESENT)

# of Transactions (1)

Asset 4 9 10 16 12 12 16 15 7 10 4 9 3 15 11 14 13 8 9 7 9 2

Corp 1 2 3 1 3 1 0 4 1 3 0 2 2 3 3 1 0 2 1 0 1 1

PrivateCo 0 0 0 2 1 6 3 2 1 2 2 1 0 1 0 1 1 0 0 0 1 0

Total 5 11 13 19 16 19 19 21 9 15 6 12 5 19 14 16 14 10 10 7 11 3

Total(1) $8.4 bn $34.5 bn $13.1 bn $18.8 bn $3.6 bn$41.4 bn
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41 transactions in 2017 vs. 54 in 2016 with an 
average value of $1.0 bn (2017) vs. $0.3 bn (2016)

Canadian M, A&D Transaction Trends*
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