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The Alberta Securities Commission (the ASC) has published its 2015 Oil and Gas
Review Report (the Report). The Report consists of the ASC's observations and
analysis of oil and gas disclosure by reporting issuers, with a focus on common
deficiencies in annual information forms, investor presentations, news releases,
prospectuses and in Form 51-101F1 -Statements of Reserves Data and Other Oil and
Gas Information (Form 51-101F1). The general standards and specific annual
requirements for disclosure by reporting issuers engaged in oil and gas activities are set
out in National Instrument 51-101 - Standards of Disclosure for Oil and Gas Activities (NI
51-101). The Report is primarily based on disclosure made in 2014, and also discusses
other oil and gas securities regulatory topics of interest. The ASC also hosted an
information session (the Information Session) in respect of the Report on Feb. 4, 2016,
which BLG was pleased to attend electronically.

Significant amendments to NI 51-101 came into force on July 1, 2015 (the
Amendments). The Report is, therefore, of particular significance, as the ASC discusses
some of the new disclosure requirements for the first time in the context of a disclosure
review and shares suggested best practices for compliance. As the Report only speaks
to 2014 disclosure made by reporting issuers, analysis of actual disclosure in connection
with the Amendments will not be made by the ASC until its next Oil and Gas Review
Report.

Summary of the Report

Set forth below is a summary of the key observations and analysis made in the Report
and at the Information Session in respect of common disclosure deficiencies, as well as
certain topics of interest identified by the ASC.

Abandonment and reclamation costs

e With reference to CSA Staff Notice 51-345 — Disclosure of Abandonment and
Reclamation Costs in National Instrument 51-101 and Related Forms (CSA 51-
345), the Report notes consistent deficiencies in the disclosure of abandonment
and reclamation costs. The Report noted the various instances where such
disclosure is required, including its deduction from reporting issuers' future net
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revenue. The Report also notes that reclamation costs have often been excluded
completely by some reporting issuers. Given the release of CSA 51-345, and the
seriousness of this type of disclosure deficiency inferred thereby, we expect the
ASC to be particularly attuned to this issue in future disclosure cycle reviews.

Contingent resources and prospective resources

With respect to the use of boilerplate disclaimers related to disclosure of
resources other than reserves (ROTR), the Report suggests each reporting
issuer should tailor the required disclosure of the risks and level of uncertainty
associated with recovery of ROTR to ensure compliance with the Securities

Act (Alberta). Reporting issuers are reminded that not all readers of disclosure by
reporting issuers are familiar with oil and gas industry conditions in Canada, and
that such disclosure should be accordingly fulsome and explanatory.

The disclosure of estimates of quantities and values of ROTR was also reviewed.
The Report clarifies that the requirement for disclosure of significant positive and
negative factors associated with such estimates is not satisfied by listing only
those factors that are applicable to all companies engaged in oil and gas
activities. Reporting issuers are reminded that this disclosure should be tailored
to the issuer.

While disclosure of ROTR is optional in most circumstances, the Report reminds
readers that disclosure is required when ROTR is material to the reporting issuer
or in respect of properties with no attributed reserves. In these instances (in
addition to instances of optional disclosure), reporting issuers should comply with
Part 7 of Form 51-101F1, which was added by the Amendments, as applicable.

Type wells (type curves), drilling locations and associated information

The Report reminds readers that type well disclosure must state the source of the
disclosure (whether or not it was prepared in-house) and whether or not the
disclosure was prepared by a qualified reserves evaluator in accordance with the
Canadian Oil and Gas Evaluation (COGE) Handbook.

With reference to the Companion Policy to NI 51-101 (the Companion Policy), the
Report notes the importance of presenting a factual and balanced view of
disclosed information and the inherent need for reporting issuers to use justifiable
methodology in the disclosure of type well information. The Report provides the
following examples of poor methodology: (i) including only the best wells; (ii)
excluding dry holes; (iii) excluding poor performing wells; (iv) aggregating results
from dissimilar reservoirs; and (v) aggregating results from wells with different
completion procedures.

The Information Session provided an example of drilling location disclosure that
lacked sufficient context — "current drilling inventory consists of approximately
4,000 low-risk locations". Fulsome context would have included: (i) whether or
not a specific category of reserves or ROTR had been assigned to those
locations; (ii) the risks associated with those locations; (iii) a break-down of
whether these locations are infill, step-out or new play locations; (iv) the
methodology for the figure — for example, whether it is merely based on
maximum well spacing or if there was a more substantive technical analysis
completed; and (v) which locations have associated drilling commitments.

Well tests
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o With reference to Section 3(a) of CSA Staff Notice 51-327 - Revised Guidance on
Oil and Gas Disclosure (CSA 51-327), the Report reminds readers of the
importance of, and means of making, fulsome disclosure of well test results.

e The Report notes the potential for misleading statements being made by
reporting issuers in respect of well test results. It is important for disclosure to be
factual and balanced. Section 3(a) of CSA 51-327 provides guidance for reporting
issuers to address the need to balance timely disclosure of certain material well
test results against the potential for misleading statements.

Reserves reconciliations

e The Report notes the following frequent reserves reconciliation deficiencies: (i)
incorrect dates (the correct date to reconcile changes in respect of acquired
reserves is the effective date of the transaction, not the closing date, plus any
production since the closing date, per Section 2.7(6)(c) of the Companion Policy);
(i) the absence of disclosure of the basis for reserves re-categorizations; and (iii)
arithmetical errors.

« The Amendments included new product types, replacing the former distinction
between conventional and non-conventional activities, among other things. The
Report therefore clarifies that, given the different product types, reporting issuers
could not properly reconcile estimates associated with new product types as
there was no opening balance available for comparison.

o Atthe Information Session, the new product types “tight oil” and “shale gas” were
noted as these were introduced and defined, respectively, by the Amendments.
In both cases, these product types usually require the use of hydraulic fracturing
to achieve economic production rates, per NI 51-101. Reporting issuers are
reminded that their reserves may fall into these categories and therefore their
reserves reconciliations and other disclosure should be adjusted accordingly
pursuant to the Amendments.

Par

Steve Pearson, Perry Feldman

Services

Marchés financiers, Financement d’entreprise, Energie — Electricité, Energie — Pétrole et gaz


https://www.blg.com/fr/people/p/pearson-steve
https://www.blg.com/fr/people/_deactive/f/feldman-perry
https://www.blg.com/fr/services/practice-areas/capital-markets
https://www.blg.com/fr/services/practice-areas/capital-markets/corporate-finance
https://www.blg.com/fr/services/industries/energy-power
https://www.blg.com/fr/services/industries/energy-oil-and-gas

BLG

BLG | Vos avocats au Canada

Borden Ladner Gervais S.ENN.CR.L, SRL. (BLG) est le plus grand cabinet d’avocats canadien véritablement
multiservices. A ce titre, il offre des conseils juridiques pratiques & des clients d’ici et dailleurs dans plus de
domaines et de secteurs que tout autre cabinet canadien. Comptant plus de 725 avocats, agents de propriété
intellectuelle et autres professionnels, BLG répond aux besoins juridiques d’entreprises et d’institutions au pays
comme a I'étranger pour ce qui touche les fusions et acquisitions, les marchés financiers, les différends et le
financement ou encore I'enregistrement de brevets et de marques de commerce.

blg.com

Bureaux BLG

Calgary Ottawa Vancouver

Centennial Place, East Tower World Exchange Plaza 1200 Waterfront Centre
520 3rd Avenue S.W. 100 Queen Street 200 Burrard Street
Calgary, AB, Canada Ottawa, ON, Canada Vancouver, BC, Canada
T2P OR3 K1P 1J9 V7X 1T2

T 403.232.9500 T 613.237.5160 T 604.687.5744

F 403.266.1395 F 613.230.8842 F 604.687.1415
Montréal Toronto

1000, rue De La Gauchetiere Ouest Bay Adelaide Centre, East Tower

Suite 900 22 Adelaide Street West

Montréal, QC, Canada Toronto, ON, Canada

H3B 5H4 M5H 4E3

T 514.954.2555 T 416.367.6000

F 514.879.9015 F 416.367.6749

Les présents renseignements sont de nature générale et ne sauraient constituer un avis juridique, ni un énoncé complet de la Iégislation
pertinente, ni un avis sur un quelconque sujet. Personne ne devrait agir ou s’abstenir d’agir sur la foi de ceux-ci sans procéder a un examen
approfondi du droit apres avoir soupesé les faits d’une situation précise. Nous vous recommandons de consulter votre conseiller juridique si
vous avez des questions ou des préoccupations particulieres. BLG ne garantit aucunement que la teneur de cette publication est exacte, a
jour ou compléte. Aucune partie de cette publication ne peut étre reproduite sans I'autorisation écrite de Borden Ladner Gervais sEN.CRL,
s.R.L. Si BLG vous a envoyé cette publication et que vous ne souhaitez plus la recevoir, vous pouvez demander a faire supprimer vos
coordonnées de nos listes d’envoi en communiquant avec nous par courriel a8 desabonnement@blg.com ou en modifiant vos préférences
d’abonnement dans blg.com/fr/about-us/subscribe. Si vous pensez avoir regu le présent message par erreur, veuillez nous écrire a
communications@blg.com. Pour consulter la politique de confidentialité de BLG relativement aux publications, rendez-vous sur

lg.com/fr/Pri ionDesRenseignementsPersonnels.

© 2025 Borden Ladner Gervais sEN.CR.L, SR.L. Borden Ladner Gervais est une société a responsabilité limitée de I'Ontario.


http://www.blg.com/fr/
mailto:desabonnement@blg.com
https://www.blg.com/fr/about-us/subscribe
mailto:communications@blg.com
http://www.blg.com/fr/ProtectionDesRenseignementsPersonnels
http://www.blg.com/fr/ProtectionDesRenseignementsPersonnels
http://www.blg.com/fr/ProtectionDesRenseignementsPersonnels
http://www.blg.com/fr/ProtectionDesRenseignementsPersonnels
http://www.blg.com/fr/ProtectionDesRenseignementsPersonnels



