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Background 
We, the Canadian Securities Administrators (CSA), are publishing for comment proposed 
amendments to National Instrument 51-101 Standards of Disclosure for Oil and Gas Activities 
(NI 51-101), its related forms (the Forms) and companion policy (51-101CP) (collectively, the 
Instrument).1 
 
NI 51-101 sets out the annual filing requirements for reporting issuers who are involved in oil 
and gas activities to report their estimates of reserves and resources. In addition, NI 51-101 sets 
out the general disclosure standards for reporting issuers who are reporting on their oil and gas 
activities. The disclosure standards apply to any disclosure made by a reporting issuer 
throughout the year. 
  
Since the CSA implemented the Instrument in September 2003, we have monitored how it is 
working. We conducted a public consultation with representatives from various organizations 
representing petroleum producers, reserves evaluators and financial analysts. As a result of the 
consultation and CSA staff experience, we identified several areas in the Instrument which need 
to be amended. 
 
We are publishing the proposed amendments to the Instrument with this Notice. You can find 
them on websites of CSA members, including the following: 

• www.bcsc.bc.ca 
• www.albertasecurities.com 
• www.ssc.gov.sk.ca 
• www.msc.gov.mb.ca 
• www.osc.gov.on.ca  
• www.lautorite.qc.ca  

                                                 
1 In Ontario, paragraphs 143(1) 22, 24 and 39 of the Securities Act provide the Ontario Securities Commission with 
authority to make the proposed amendments to NI 51-101. 
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We are publishing  
• amending instruments for  

• NI 51-101  
• the Forms 

• new version of 51-101CP 
 
We are also publishing a black-lined version of NI 51-101 and the Forms that integrates the 
proposed changes from the amending instrument. 
 
Substance and purpose of the amendments 
The proposed amendments to the Instrument fall into the following four broad categories: 
 

1. Amendments to clarify some provisions of the Instrument. 
2. Amendments to remove or amend certain requirements for the annual filing 

requirements where such requirements were determined to be burdensome for 
reporting issuers and of limited utility for investors and security holders. 

3. Amendments to certain provisions to provide new guidelines for disclosure of 
resources that cannot currently be classified as reserves. 

4. Amendments to streamline requirements in the Instrument. 
 
Summary of proposed amendments 
We have summarized the significant proposed amendments in the Appendix. This is not a 
complete list of all the amendments. 
 
We have added certain requirements for a reporting issuer which reports its resources which 
cannot currently be classified as reserves. These additional requirements are intended to 
improve disclosure of resources and to provide additional guidance to reporting issuers wishing 
to make meaningful and understandable disclosure of their oil and gas resources. 
 
We have removed the requirement to report reserves and the related future net revenue using 
constant prices and cost. We have also removed the requirement to do a reconciliation of future 
net revenue. Finally, we have changed the requirement to do a reserves reconciliation using net 
reserves to doing the reserves reconciliation using gross reserves.  
 
Alternatives considered 
As discussed above, many of the amendments are intended to clarify the Instrument or to 
streamline requirements. One alternative to amending the Instrument was to issue a CSA Staff 
Notice to provide additional guidance on reserve and resource disclosure. However, to provide 
the appropriate degree of certainty, clarity and consistency among affected reporting issuers, we 
considered it preferable to amend, replace and add provisions to the Instrument itself. The CSA 
has issued CSA Staff Notice 51-321 to provide guidance to reporting issuers wishing to disclose 
their resources prior to these amendments coming into force.  
 
Anticipated costs and benefits 
We believe that the proposed amendments to the Instrument will reduce issuers’ costs, as the 
amendments will address problems industry has had applying the Instrument. In addition, the 
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amendments do not impose any additional mandatory requirements but only add requirements if 
a reporting issuer chooses to disclose certain items. We also believe that the amendments will 
make reporting issuers’ disclosure about oil and gas reserves and resources more meaningful 
and understandable to investors and security holders. 
 
Related amendments 
We propose to repeal National Policy 22 Use of Information and Opinion Re Mining and Oil 
Properties by Registrants and Others as it is outdated and been largely replaced by guidance on 
use of information in Part 5 of Companion Policy 43-101 Standards of Disclosure for Mineral 
Projects and Companion Policy 51-101CP Standards of Disclosure for Oil and Gas Activities. 
(Note:  National Policy 22 has already been repealed in the Province of Quebec)  
 
Unpublished materials 
In proposing amendments to the Instrument, we have not relied on any significant unpublished 
study, report, or other written materials, except the results of the public consultation we referred 
to above. 
 
Request for comments 
We welcome your comments on the proposed amendments to the Instrument. In addition to any 
general comments you may have, we also invite comments on the following specific topic: 
 
Section 3.2 of NI 51-101 requires that a reporting issuer appoint an independent qualified 
reserves evaluator or auditor and section 3.4 of NI 51-101 expressly requires that the board of 
directors (directly or through a reserves committee) review that appointment. The responsibility 
for making the appointment is not specified in the rule. Would there be a material enhancement 
to investor protection if the rule required the board to appoint the independent reserves 
evaluator or auditor in addition to the existing appointment review requirement?      
 
Please submit your comments on the proposed amendments to the Instrument in writing on or 
before April 19, 2007. If you are not sending your comments by email, you should also forward 
a diskette containing the submissions (in Windows format, Word).  
 
Address your submission to all of the CSA member commissions, as follows: 
 
British Columbia Securities Commission 
Alberta Securities Commission 
Saskatchewan Financial Services Commission – Securities Division 
Manitoba Securities Commission 
Ontario Securities Commission 
Autorité des marchés financiers 
New Brunswick Securities Commission 
Registrar of Securities, Prince Edward Island 
Nova Scotia Securities Commission 
Newfoundland and Labrador Securities Commission 
Registrar of Securities, Northwest Territories 
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Registrar of Securities, Yukon Territory 
Registrar of Securities, Nunavut 
 
Deliver your comments only to the addresses that follow. Your comments will be forwarded to 
the other CSA member jurisdictions. 
 
Blaine Young, Associate Director  
Alberta Securities Commission  
4th Floor, 300-5th Avenue SW 
Calgary, Alberta 
T2P 3C4 
Fax: (403) 297-4220 
e-mail : blaine.young@seccom.ab.ca 
 
Anne-Marie Beaudoin 
Directrice du secrétariat de l’Autorité 
Autorité des marchés financiers 
800, square Victoria, 22 e étage 
C.P. 246, Tour de la Bourse 
Montréal (Québec) H4Z 1G3 
Fax: (514) 864-6381 
E-mail: consultation-en-cours@lautorite.qc.ca  
We cannot keep submissions confidential because securities legislation in certain provinces 
requires publication of a summary of the written comments received during the comment 
period. 
 
Questions 
Please refer your questions to any of: 
 
Blaine Young 
Associate Director, Corporate Finance 
Alberta Securities Commission 
(403) 297-4220 
blaine.young@seccom.ab.ca   
 
Alex Poole 
Legal Counsel, Corporate Finance 
Alberta Securities Commission  
(403) 297-4482 
alex.poole@seccom.ab.ca 
 
Dr. David Elliott  
Chief Petroleum Advisor 
Alberta Securities Commission 
(403) 297-4008 
david.elliott@seccom.ab.ca 
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Denise Duifhuis 
Senior Legal Counsel, Corporate Finance 
British Columbia Securities Commission 
(604) 899-6792 or (800) 373-6393 (if calling from B.C. or Alberta) 
dduifhuis@bcsc.bc.ca 
 
Gordon Smith 
Senior Legal Counsel, Corporate Finance 
British Columbia Securities Commission 
(604) 899-6656 or (800) 373-6393 (if calling from B.C. or Alberta)  
gsmith@bcsc.bc.ca 
 
Deborah McCombe 
Chief Mining Consultant 
Ontario Securities Commission 
(416) 593-8151 
dmccombe@osc.gov.on.ca 
 
Pierre Martin 
Senior Legal Counsel 
Autorité des marchés financiers 
(514) 395-0558 (4375) 
pierre.martin@lautorite.qc.ca 
 
Eric Boutin 
Analyste en valeurs mobilières 
Autorité des marchés financiers 
(514) 395-0558 (4447) 
eric.boutin@lautorite.qc.ca 
 
The text of the proposed amendments follows or can be found elsewhere on a CSA member 
website. 
 
 



 

Appendix 
 

Summary of proposed amendments 
 

NI 51-101 
We propose to amend NI 51-101 as follows: 
 
Part 1 Definitions  

• by adding a definition of analogous information as the term is used in the to be amended 
section 5.10 of NI 51-101 

• by adding a definition of anticipated results that includes any information indicating the 
potential value or quantities of resources to ensure that when such information is 
disclosed it is disclosed in accordance with section 5.9 

• by deleting the definition of constant prices and costs as it will no longer be used in NI 
51-101 

• by changing the definition of independent to make it more consistent with other 
securities legislation 

• by changing the definition of reserves data to only include estimates of reserves and 
future net revenue using forecast prices and costs and not constant prices and costs 

 
Part 2 Annual Filing Requirements  

• in section 2.2 by clarifying that the notice to announce filing must be filed with the 
securities regulatory authority as well as disseminated 

 
Part 4 Measurement 

• in section 4.2 by deleting certain requirements that did not specifically relate to 
measurement 

 
Part 5 Requirements Applicable to all Disclosure 

• in section 5.2 by including all items deleted from section 4.2 in section 5.2; in addition, 
by adding a requirement to provide cautionary language when making disclosure of 
possible reserves 

• in section 5.3 by adding the requirement that reserves and resources must be classified 
in the most specific category or reserves or resources that is applicable 

• in section 5.9 by changing and clarifying the requirements for reporting issuers who 
choose to make disclosure of resources that cannot be currently classified as reserves 

• by deleting the old section 5.10 and by adding a new section 5.10 that allows reporting 
issuers to disclose comparative analogous information for an area outside of the area in 
which the reporting issuer has an interest or intends to acquire an interest even if the 
information does not meet all of the other requirements of NI 51-101 

 
Part 6 Material Change Disclosure 

• in section 6.2 by clarifying the requirements when making disclosure of material 
changes with respect to reserves data or other information specified in Form 51-101F1 

 



 

Part 8 Exemption 
• by adding section 8.2 to provide an automatic exemption from the requirements of NI 

51-101 to exchangeable security issuers if they meet all of the requirements of a similar 
exemption in NI 51-102 

 
Form 51-101F1 Statement of Reserves Data and Other Oil and Gas Information 
We propose to amend the Form 51-101F1 as follows: 
 

• by eliminating the requirement of providing reserves data estimated using constant 
prices and costs 

• by adding a requirement in the calculation of future net revenue to provide the 
information on a unit value basis 

• by changing the requirement of providing a reserves reconciliation using net reserves to 
a reconciliation using gross reserves 

• by eliminating the requirement to provide a future net revenue reconciliation  
 
Form 51-101F2 Report on Reserves Data by Independent Qualified Reserves Evaluator or 
Auditor 
We propose to amend Form 51-101F2 as follows: 
 

• by changing the statement to reflect the fact that reporting issuers are no longer required 
to report their reserves data estimating using constant prices and costs 

• by adding required language stating that variations between the estimates of reserves 
data and the actual results should be consistent with the fact that reserves are 
categorized according to the probability of their recovery 

 
Form 51-101F3 Report of Management and Directors on Oil and Gas Disclosure 
We propose to amend Form 51-101F3 as follows: 
 

• by changing the statement to reflect the fact that reporting issuers are no longer required 
to report their reserves data estimated using constant prices and costs 

• by adding required language stating that variations between the estimates of reserves 
data and the actual results should be consistent with the fact that reserves are 
categorized according to the probability of their recovery 

 
51-101CP 
The proposed amendments to 51-101CP reflect the changes to NI 51-101 described above and 
provide further guidance on how to interpret and apply NI 51-101. In addition, 51-101CP was 
reorganized. Finally, we have removed the guidance on potential exemptions from the 
requirements of NI 51-101 as we believe these exemptions are not appropriate for many 
reporting issuers.  
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AJM Petroleum Consultants 
1400, 734-7th Avenue S.W. 
Calgary, Alberta T2P 3P8 
 
January 25, 2007 
 
On page 15 of Appendix 1 to the Companion Policy of the revised NI 51-101 on the ASC 
website, “Prospective Resources” are defined. 
  
I believe there is a typo (other error). The word “uneconomic” should be replaced with 
“economic”. This would be in keeping with the current definition in COGE Handbook Volume 1 
Section 5 whereby Prospective Resources are both technically recoverable plus economic to 
recover. 
  
Thanks for considering this. 
  
Regards, 
 
PHIL 
 
Philip S. Kandel, P. Eng., P.E. 
Vice President 



VERO Energy INC. 
 

Memorandum 
                                                                                                                            
 
To: Alex Poole       January 31, 2007 
 Legal Counsel 
 Alberta Securities Commission 
 
Re: Proposed Amendments – NI 51-101 
 
Background 
 
On January 19, 2007, Canadian Securities Administrators (“CSA”) proposed 
amendments to NI 51-101, Standards of Disclosure for Oil and Gas Activities, and 
requested comments. The amendments appear to derive from the Alberta Securities 
Commission (“ASC”) 2006 Consultation. The following comments are provided for your 
consideration. 
 
Comments on the Proposed Amendments 
 
Removal of the requirement to report reserves and future net revenue using constant 
prices and costs, removal of the requirement to do a reconciliation of future net revenue 
and changing the requirement to do a reserves reconciliation using net reserves to doing 
the reserves reconciliation using gross reserves significantly enhance the usefulness of 
disclosure to analysts and investors while reducing the burden on the reporting issuer. All 
investment analyst’s reports that I have encountered use gross reserves (or a form thereof 
– see later comment on Company Interest vs. Company Gross reserves) based on forecast 
prices and costs to compare oil and gas companies. I had the opportunity to provide input 
and review responses to the 2006 ASC Consultation via several sources and am of the 
opinion that these particular proposed amendments address the most important 
improvements suggested at that time. If I have any misgivings, it is only that they were 
not implemented in time to be applicable to the disclosure of December 31, 2006 reserve 
reports. 
 
I have not encountered any use or reporting of possible reserves or resources beyond 
proved and probable reserves. To the extent that any companies are using those 
categories, the more rigorous guidelines appear to be of merit. 
 
The added requirement to disclose net present value of future net revenue on a unit basis 
(NI 51-1010F1, Part 2, Item 2.1  2. and Item 2.1  3.(c)) may have some limited value as a 
quick reference to the relative values of reserve categories and production groups, and its 
determination does not add a significant burden to the reporting issuer. Calculating unit 
values based on net rather than gross reserves, however, is inconsistent with Canadian 
analyst’s and investor’s common usage. To the extent that any analysts or investors use 
unit values, it is likely that they will re-calculate them based on gross reserves. In the 



interest of disclosure utility, and with the change from net to gross reserves in conducting 
reconciliations, it is recommended that, if this requirement is retained, it be based on 
gross reserves. 
 
Response to Specific Question 
 
“Would there be a material enhancement to investor protection if the rule required the 
board to appoint the independent reserves evaluator or auditor in addition to the existing 
appointment review requirement?” 
 
Practice across the industry appears to vary to a minor degree. In my experience, reserve 
evaluator initial selections or changes are reviewed and approved by the board of 
directors such that the reserve evaluator may therefore be considered to be appointed by 
the board. Formally contracting the reserves evaluator by signing the engagement letter, 
whether upon initial engagement or in subsequent years, is done by management in some 
companies and by the board of directors or reserve committee of the board in others. 
 
A change in current practices would not appear to be warranted in terms of providing a 
material enhancement to investor protection. On the contrary, it may be desirable to 
increase the separation and independence of the board of directors or reserve committee 
in reviewing and approving the work of the reserves evaluator. 
 
Further Proposed Amendments for Consideration 
 
While I fully support the current proposed amendments, excepting determination of unit 
values based on net reserves, there are several areas where further changes could increase 
clarity and utility to investors. 
 

Company Interest vs. Company Gross Reserves 
 
For many companies, the difference between Company Interest reserves 
(inclusive of royalties received) and Company Gross reserves (working interest 
only) is minor. It has been argued that the use of Company Interest reserves 
would result in double counting of royalty reserves when adding companies 
together such as for provincial statistics purposes, and that royalty reserves are 
accounted for in the net reserves. 
 
A problem arises in that few investment analysts or investors comprehend the 
difference between Company Interest and Company Gross reserves, or that there 
has been a change in reporting convention. Rarely, if ever, do they analyze net 
reserves or derive royalty reserves, instead relying on Gross reserves exclusively. 
As a result, companies that do have an element of royalty reserves are 
disadvantaged and investors are mislead by the analyst’s company to company 
comparisons. 
 
Eliminating unintended misrepresentation to investors should take precedence 
over ease in preparation of overall industry statistics. Return to use of Company 



Interest reserves as the primary reporting number, or at least clear identification of 
royalty reserves, should be adopted, with use of Company Gross reserves 
relegated to secondary reporting for industry wide statistics purposes. I note that 
some companies still refer to Company Interest reserves in certain less formal 
reporting, such as in press releases. If Company Gross is to be retained as the 
primary formal reporting number, CSA should, as a minimum, take responsibility 
and educate the investment community on the difference and the reporting 
convention change that has occurred. 
 
Proved Developed Producing vs. Proved plus Probable Developed Producing 
Reserves 
 
With adoption of COGEH probabilities, the best estimate for producing reserves 
has shifted from the Proved Producing category (now P90) to the Proved (P90) 
plus Probable (P50) Producing category. Proved Producing is now effectively a 
conservative, risked estimate, sometimes arbitrarily so. 
 
The degree of awareness of this change is low to non-existent on the part of 
analysts and investors, or for that matter outside of the circle of reserve evaluators 
and oil and gas technical personnel responsible for reserves reporting. Industry is 
generally impacted negatively if Proved Producing reserves and values are relied 
on without adjustment to determine borrowing base or if analysts or investors 
make judgments based on Total Proved reserves and values. Several of the 
common comparative factors used by analysts, such as decline rate and RLI, 
relate to this issue. 
 
This factor, along with other increased conservativeness brought about by 
adoption of COGEH and NI 51-101 has contributed to a disconnect between asset 
values as derived from reserve reports, particularly from Proved reserves, and 
asset values as determined by market acquisitions and dispositions. While a 
property is owned by a given company, a bias is created toward an increased 
safety factor for potential investors at the expense of current investors throughout 
the life of the property, not a commendable objective. 
 
At a minimum, it is recommended that Proved plus Probable Developed 
Producing reserves be more prominently referred to in reserve reports and 
disclosure, and that CSA undertake to educate analysts and investors as to this 
change in reserve category convention. 
 
Note that I have also had an opportunity to provide input on this issue to the 
committee of the Society of Petroleum Evaluation Engineers for consideration in 
the next update of COGEH. 
 
Price Forecast Consistency 
 
Adoption of COGEH has resulted in greater consistency between evaluation firms 
in categorization and technical determination of reserves. There is still more 



inconsistency than there needs to be between evaluation firms with respect to 
forecast prices, particularly for the first few years of the forecast, which have the 
greatest impact on net present value. In 2006, I noted to a reserve evaluator that 
his firm’s forecast prices were in some cases materially different than those of his 
competitors. In response, I was advised that his firm was a “major” independent 
reserves evaluator and by definition its forecast prices fell within the ASC 
accepted range regardless of how different they were. 
 
As there is ample price discovery for the early portion of any evaluation, there 
should be essentially no differences in prices forecast for that portion. It is 
suggested that the same prices be specified for all reserve evaluators at any point 
in time, with those prices based on the market strip. 

 
 
Thank you for considering these comments. I would be pleased to discuss them or any 
additional methods of input in more detail. 
 
Respectfully, 
 
 
Clinton T. Broughton, P.Eng. 
Director, Chairman of the Reserves Committee, 
Vero Energy Inc. 











Norwest Corporation 
 
February 14, 2007  
 
 
To whom it may concern 
  
The following are comments regarding the proposed amendments to NI 51-101 
  
1) Comments on the Disclosure of Resources 
  
51-101CP, Section 5.5(1) – Disclosure of Resources 
  
The text for this section includes the following, “Disclosure of resources requires the use of 
statistical measures that may be unfamiliar to the user.” 
  
This seems to imply that estimates of resource quantities for materials addressed under 51-101 
always require the use of statistical or Probabalistic Methods for estimation, but not 
Deterministic ones. 
  
This is far from being the case. For example, most if not all of the resource estimates for 
mineable oil sand, usually reported in units of Barrels of bitumen, are made using Deterministic 
Methods. Such resource estimates, although modified from time to time using the same 
deterministic methods, are typically publicly reported by the property owner for many years 
before it is possible to report reserves. The same is normally true for Coalbed Methane resources. 
This is because, for these deposits, the distribution of coal over various depth ranges is the most 
important variable, and this is best estimated using deterministic methods applied to concepts of 
physical models. I suspect that “Shale Gas” resource estimates, oil shale resources and resources 
for “Gassification” projects will also be best served using a Deterministic approach for the same 
reasons. 
  
In addition there does not appear to be anything in the technical literature that complement the 
regulatory documents that suggests that the use of Deterministic Methods are valid for use with 
reserve estimates but not for resources. 
  
Perhaps the intent of the text was not to exclude the use of Deterministic Methods in resource 
estimation work where these methods can be validly applied. If this is the case the text should be 
rephrased accordingly. 
  
Yours Sincerely 
  
Geoff Jordan 
Snr. Vice President 
Norwest Corporation 



 

 
 
 
April 12, 2007 

 
Alberta Securities Commission 
4th Floor, 300 – 5th Avenue SW 
Calgary, Alberta 
T2P 3C4 
Attention:  Mr. Alex Poole 
 
Dear Sir; 
 
RE: Comments on proposed amendments to NI 51-101 

Standards of Disclosure for Oil and Gas Activities
 
 
I’m pleased to offer SEPAC’s written feedback to your request for comments on proposed 
amendments to NI 51-101.  
 
The Small Explorers and Producers Association of Canada has a current membership of 
over 450 companies.  The SEPAC membership represents approximately 125 publicly listed 
oil and gas companies.  In addition we have as members a significant number of private 
companies which may consider going public at some point.  SEPAC has a standing 
committee on securities compliance issues which has reviewed the issues surrounding NI 
51-101 reporting.  A submission was made in June 2006 to the ASC. 
 
SEPAC fully supports the proposed amendments as outlined in the ASC draft.  As further 
support we offer the following comments: 
 

1. Constant price reserves and future net present value calculations are now a 
voluntary supplemental disclosure.  SEPAC supports this change since the 
forecasted price case more accurately reflects the implied value of reserves.  
Constant price case is no longer used in the ceiling test.  Making the constant 
price a voluntary disclosure will simplify the report without making it too 
confusing for the readers.   

2. Reserve reconciliation will now be completed on a gross company basis as 
opposed to net “after royalty”.  SEPAC strongly supports this change since it ties 
directly to the financial disclosure of production which is reported on a gross 
basis before royalties.  The reconciliation on a net basis is too confusing and adds 
little or no value to the end users.  The reconciliation on a net basis also doesn’t 
tie into key financial performance indicators like Finding and Development Costs 
(F&D). 

3. Elimination of the reconciliation of changes to the net present value.  SEPAC 
supports this change since the reconciliation was extremely complicated and time 
consuming with limited value.  The complexity led to inconsistencies and 90% of 
the information can be gained from the reserve reconciliation.
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4. SEPAC accepts the proposed changes or clarification to the disclosure of 
estimates in volume or value of future resources.  

  
SEPAC offers the following comments for additional consideration: 
  

1. SEPAC requests the ASC further simplify the reserve reconciliation by combining 
the categories of extensions, discoveries and improved recovery.  Does it really 
matter if a company has made a new discovery versus an extension?  When does 
the company actually know if it’s a new discovery versus an extension?  Also, 
revisions should include technical revisions and revisions due to economic 
factors.  Does it really matter if the revision was due to economic factors versus 
technical?  There are still too many categories which largely makes the 
reconciliation process an academic exercise.  Companies could still voluntarily 
report the reconciliation on an expanded list of categories.  

2. Press release announcing the filing has been changed to a notice.  SEPAC does 
not feel this is a value added exercise since a notice gets filed on SEDAR like the 
report itself.   Consider changing the process to allow a company to press release 
the filing on a future date.  For example, “ABC Oil and Big Gas plans to file its 
NI 51-101 reserve report on March 30, 2007”.  Under this scenario a company 
could add the information in an earlier press release along with updated 
information.  A second press release would be required only if the filing date 
changes.  

  
SEPAC is a strong supporter of standardized reserve reporting.  We believe the industry is 
best served by clear and concise guidelines for reporting.  NI 51-101’s greatest contribution 
is in the form of tighter reserves definitions which has improved consistency across the 
industry.  All stakeholders can now read disclosure on reserve data and make better 
comparisons and/or investment decisions based on this data.  SEPAC believes the proposed 
amendments still support the quality of information and will make the report easier to read. 
 
SEPAC appreciates the opportunity to comment on these initiatives.  
  
 
Sincerely, 

 
 
Gary C. Leach 
Executive Director, SEPAC 
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 400 144 4TH AVENUE S.W.
 CALGARY, ALBERTA  T2P 3N4
 TELEPHONE: 403 . 221 . 0802 
 FAX: 403 . 221 . 0888 

  

 
Via Electronic Correspondence to Addressees Indicated in Schedule A 
 
April 17, 2007 
 
British Columbia Securities Commission 
Alberta Securities Commission 
Saskatchewan Financial Services Commission – Securities Division 
Manitoba Securities Commission 
Ontario Securities Commission 
Autorité des marchés financiers 
New Brunswick Securities Commission 
Registrar of Securities, Prince Edward Island 
Nova Scotia Securities Commission 
Newfoundland and Labrador Securities Commission 
Registrar of Securities, Northwest Territories 
Registrar of Securities, Yukon Territory 
Registrar of Securities, Nunavut 
 
Dear Sirs: 
 
Re: Comments on Proposed Amendments to National Instrument 51-101 
Standards of Disclosure for Oil and Gas Activities. 
 
On January 19, 2007, the Canadian Securities Administrators (CSA) released Proposed 
Amendments to National Instrument 51-101 Standards for Disclosure for Oil and Gas 
Activities.  The purpose of this letter is to provide our comments on some of the proposed 
amendments.  
 
Freehold Royalty Trust (Freehold) is one of the largest holders of royalty lands in western 
Canada.  Approximately 79% of our production comes from those royalty lands.  We 
receive royalties on oil and gas production from wells in Alberta, British Columbia, 
Saskatchewan, Manitoba and Ontario.  Our royalty lands are a large part of what we are 
today and what we will be in the future.  Under current NI 51-101 regulations, gross 
reserves include working interests before the deduction of royalties and do not include 
royalty interests received.  Net reserves include working interests less royalties payable 
plus royalties received.  This results in the unique situation where our net reserves are 
larger than our gross reserves (see attachment). 
 
The CSA proposes amending Form 51-101F1 Statement of Reserves Data and Other Oil 
and Gas Information by changing the requirement of providing a reserves reconciliation 
using net reserves to a reconciliation using gross reserves.  Freehold believes that this 
change will be seriously misleading and put us at a distinct disadvantage relative to our 
peers.   
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1. A reconciliation of gross reserves will show only a small part of our oil and gas 
assets as it will not contain any royalty information.  Our unique structure will not 
lend itself to a direct comparison to our peers. 

2. In addition to the gross reconciliation, to inform the reader more completely, we 
would have to do a reconciliation of net reserves.  This would present a more 
complete picture of our oil and gas holdings; however, we still believe a 
comparison of our net reconciliation to other issuers’ gross reconciliation could 
potentially be misleading by understating our numbers. 

 
The following are our proposals in regards to this matter: 

1. Leave the requirement for a reserves reconciliation to be based on net reserves.  
Net reserves are consistent for all oil and gas operators and better reflect the true 
value of an issuer.  

2. Permit us to quote working interest reserves plus royalty interests received as our 
gross number.  We feel that this would permit us to be measured on a more 
comparable basis to our peers. 

 
When NI 51-101 was first adopted, we believed that one of the founding principles was the 
establishment of a consistent way to report oil and gas activities.  Consistent reporting 
should allow for the effective and efficient evaluation of issuers by analysts and investors.   
Net reserves more accurately present a company’s true asset base than do gross reserves 
which could be a misleading representation of a company’s asset value.   In our opinion, 
the changes as proposed will put oil and gas issuers such as Freehold at a disadvantage. 
 
We appreciate your time and consideration regarding this matter.  If there are any 
questions, please feel free to contact the undersigned at (403) 221-0822. 
 
Yours truly, 
 
FREEHOLD ROYALTY TRUST 
 
(signed) “William O. Ingram” 
 
William O. Ingram 
Vice-President, Production  
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Summary of Gross Reserves 
Freehold Royalty Trust 

as of December 31, 2006 
Forecast Prices and Costs 

        
        
   Light & Heavy Natural Natural Gas  

RESERVE Medium Oil Oil Gas (Sales) Liquids BOE 
CATEGORY Mbbl Mbbl MMcf Mbbl Mboe 

        
 Developed Producing 2,238.9 1,470.4 6,299.1 279.5 5,038.7
 Developed Non-Producing 25.0 0.0 126.3 2.3 48.3
  Total Developed 2,263.9 1,470.4 6,425.4 281.7 5,087.0
 Undeveloped 0.0 186.7 6.1 0.3 188.0
TOTAL PROVED 2,263.9 1,657.1 6,431.5 282.0 5,275.0
 PROBABLE 686.0 623.0 2,643.8 117.4 1,867.0
TOTAL PROVED PLUS PROBABLE 2,950.0 2,280.1 9,075.3 399.4 7,142.0
        
        

Summary of Net Reserves 
Freehold Royalty Trust 

as of December 31, 2006 
Forecast Prices and Costs 

        
        
   Light & Heavy Natural Natural Gas  

RESERVE Medium Oil Oil Gas (Sales) Liquids BOE 
CATEGORY Mbbl Mbbl MMcf Mbbl Mboe 

        
 Developed Producing 4,373.4 6,213.3 41,014.8 1,029.1 18,451.6
 Developed Non-Producing 19.4 0.0 96.5 1.5 37.0
  Total Developed 4,392.8 6,213.3 41,111.3 1,030.6 18,488.6
 Undeveloped 0.0 231.2 9.6 0.3 233.1
TOTAL PROVED 4,392.8 6,444.6 41,120.9 1,030.9 18,721.7
 PROBABLE 1,813.7 3,593.7 20,898.5 399.6 9,290.1
TOTAL PROVED PLUS PROBABLE 6,206.4 10,038.3 62,019.4 1,430.5 28,011.8
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Schedule A 
 

Blaine Young 
Associate Director 

Alberta Securities Commission 
4th Floor, 300- 5th Avenue SW 

Calgary, Alberta 
T2P 3C4 

e-mail: blaine.young@seccom.ab.ca 
 
 

Anne-Marie Beaudoin 
Directrice du secrétariat de l’Autorité 

Autorité des marches financiers 
800, square Victoria, 22 e étage 

C.P. 246, Tour de la Bourse 
Montréal, Québec 

H4Z 1G3 
e-mail: consultation-en-cours@lautorite.qc.ca 

 
 

 
 
 
 
 
 



From Reg Pitt 
 
April 19, 2007 
 
I think it is important that a reserve’s evaluation reflects the value of the oil and gas 
reserves as they currently exist.  For this reason, I think the main emphasis of the reserves 
report should be on the actual revenue received for the product.  Therefore, the main 
body of an economic analysis of a property should be based on a CONSTANT PRICING 
AND COST ANALYSIS of that property.  The pricing and costs should be taken from 
the Company’s financial statements for the year.  
 
Pricing should be the average of the price received for the product for an average period 
such as the last quarter or the last year.  This would ensure that no positive or negative 
price spikes skewed the results. 
 
Costs should be those realized in the past year.  Operating costs should be averaged over 
the past year to ensure that one time fees such as lease rentals are included.  Capital costs 
should be those encountered in the last quarter. 
 
All of the pricing and costs should be constant throughout the life of the reserves.  No 
inflationary trends or similar increases should be used.  This will give everybody 
concerned (investors, owners, etc.) a report that can be readily compared to financial 
statements – which are the only factual data available. 
 
If a series of forecast results are desired they can be included in the report but the main 
emphasis should be on the constant pricing and cost forecasts.  By introducing forecasts 
into the report, another source of error (or guess work if you prefer) is introduced.  
Pricing forecasts change monthly and so will the forecast results.  
 
The main emphasis of a report is to provide an evaluation of the reserves at that particular 
time. 
 
 
Reg Pitt 





































































































































































































































 

  

April 27, 2007 
 
VIA E-Mail 
 
British Columbia Securities Commission 
Saskatchewan Financial Services Commission – Securities Division 
Manitoba Securities Commission 
Ontario Securities Commission 
New Brunswick Securities Commission 
Registrar of Securities, Prince Edward Island 
Nova Scotia Securities Commission 
Newfoundland and Labrador Securities Commission 
Registrar of Securities, Northwest Territories 
Registrar of Securities, Yukon Territory 
Registrar of Securities, Nunavut 
 
c/o Blaine Young, Associate Director 
Alberta Securities Commission 
4th Floor, 300-5th Avenue SW 
Calgary, Alberta T2P 3C4 
E-mail : blaine.young@seccom.ab.ca 
 
c/o Anne-Marie Beaudoin 
Directrice du secrétariat de l’Autorité 
Autorité des marchés financiers 
800, square Victoria, 22 e étage 
C.P. 246, Tour de la Bourse 
Montréal (Québec) H4Z 1G3 
E-mail: consultation-en-cours@lautorite.qc.ca 

Dear Members of the Canadian Securities Administrators: 

Re: Proposed Amendments to National Instrument 51-101 Standards of 
Disclosure for Oil and Gas Activities, Form 51-101F1 Statement of Reserves 
Data and Other Oil and Gas Information, Form 51-101F2 Report on Reserves 
Data by Independent Qualified Reserves Evaluator or Auditor, Form 51-
101F3 Report of Management and Directors on Oil and Gas Disclosure and 
Companion Policy 51-101CP Standards of Disclosure for Oil and Gas 
Activities 

 
We thank you for the opportunity to provide comments on the proposed amendments to 
National Instrument 51-101 Standards of Disclosure for Oil and Gas Activities (NI 51-
101), its related forms, and the companion policy (the Companion Policy) (collectively 
the Instrument).  

Overall, we support the proposed amendments to the Instrument. We believe that the 
amendments improve clarity and meaning to various provisions and significantly 
enhance the Instrument, particularly in terms of guidance to issuers with resource 
estimates. 

Peter Varsanyi 
Manager 

Listed Issuer Services 
300 Fifth Avenue S.W. 

 Calgary, AB, Canada  T2P 3C4 
T (403) 218-2860 
F (403) 234-4211 

Toll free (877) 884-2369 
Perter.Varsanyi@tsxventure.com 

 



Page 2 
April 27, 2007 

 

 

As you are aware, TSX Venture Exchange (the Exchange) lists many emerging oil and 
gas issuers, including issuers without reserves or resources. Therefore, we are keenly 
interested to ensure that as much guidance as possible is provided to these issuers 
regarding their disclosure requirements, both through securities regulatory requirements 
and through Exchange requirements. We are of the view that more guidance for these 
issuers will likely lead to improved disclosure, with the result that members of the 
investing public will be better informed in making their investment decisions. A better 
informed public should result in more efficient capital markets. 

We believe that securities regulatory authorities may be missing an opportunity to 
enhance the capital markets by not including sufficient guidance for certain emerging oil 
and gas issuers, particularly those with material undeveloped properties for which there 
are no resource estimates, or in respect of which there is insufficient data to prepare 
resource estimates. We believe that this omission can be addressed in the Instrument. 

Although there is some limited guidance in sections 5.9 and 5.10 of existing NI 51-101, 
the elimination of those provisions will result in virtually no disclosure guidelines for 
issuers that have interests in material undeveloped properties with no resource 
estimates. We are of the view that sections 5.9 and 5.10 of existing NI 51-101 should be 
retained in some form, and expanded to provide enhanced guidance to those issuers. 

This comment also applies to the Statement of Reserves Data and Other Oil and Gas 
Information (Form 51-101F1) and the Companion Policy. Section 6.2 of Form 51-101F1 
should be amended, since the required disclosure under that section does not appear to 
provide sufficient guidance for issuers with material undeveloped properties without 
reserve estimates. At a minimum, the expanded disclosure should include current 
section 5.9 of NI 51-101.  
Although generally, the proposed Companion Policy is a marked improvement over the 
current companion policy, and provides greater clarity and improved guidance for 
issuers with resource estimates, it provides little, if any, guidance to issuers with material 
properties that do not have attributed resource estimates. We believe that the proposed 
Companion Policy can be significantly enhanced to include that guidance. As indicated 
earlier, we believe that such enhanced guidance will ultimately lead to a better informed 
investing public, resulting in more efficient capital markets. 

If you require further information or clarification, please let us know. 

Yours truly,  

TSX VENTURE EXCHANGE 
 

“Peter Varsanyi” 

 

Peter Varsanyi 
Manager 
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Comments Relating to Proposed Changes of Form 51-101 F1, F2, F3 and CP 
 

by John Yu, P. Eng. from Burnaby, B. C. dated April 30, 2007 
 

It is about time to reduce the amount of disclosures as required in the current Form 51-
101 F1.  The replacement of NP2B (6 pages) with NI 51-101 (over 1,000 pages including 
the two volumes of the COGE Handbook) was supposedly cost neutral or no more than 
an increase of about 10%.  It is positive to see that the CSA is considering these proposed 
changes to reduce conflicting disclosures especially disclosing both constant and forecast 
cases in the same document. 
 
There are two suggestions as follows: 
 
1. Future income tax expenses. 
 
Under 2.1.2 Net Present Value of Future Net Revenue (Forecast Case) in the Form 51-
101 F1 proposed amendment, it requires before and after deducting future income tax 
expenses. 
 
In U. S. filings, future income tax deduction from oil and gas operations is not a 
requirement.  For ease of disclosures, it would be beneficial to disclose the income tax 
from oil and gas operations paid either in the last three years or the last five years 
together with the current tax rate and the tax pool available to the issuer instead of the 
requirement to deduct future income tax expenses. 
 
In the definition of future income tax expenses in Appendix 1 of the Form 51-101 CP 
proposed amendment (page 13/62), this definition does not cover sufficient details in the 
computation of expenses (i.e. interest payments to the lending institutions, general and 
administrative fees, legal fees, etc.)  In addition, it mentioned that the issuer is to provide 
this calculation of future income tax expenses but failed to specify the appropriate 
professional person(s) to estimate the future income tax.  In some cases, the independent 
engineer ended up doing this estimation of future income tax expenses.  The practice of 
professional engineering precludes the estimation of income tax expenses in some of the 
Professional Engineers Associations in the U. S. or even in Canada.  In summary, it 
would be beneficial if the CSA can provide more defined guidelines to address the 
estimation of future income tax expenses or alternatively, just disclose the amount of 
income tax paid in previous years. 
 
2. Eliminate the disclosure of Possible Reserve in Form 51-101 F1.  In the U. S., the 
disclosure of Probable Reserve is not allowed.  The Form 51-101 F1 allows for the 
disclosure of Proved and Proved + Probable Reserve and that should be sufficient relating 
to the chance of success in obtaining production from these two categories of reserve.  By 
extending the category to Possible Reserve, it creates speculation and imagination and 
should not be allowed in an annual disclosure document. 
 





























May 1, 2007 
 
Alberta Securities Commission 
British Columbia Securities Commission  
Manitoba Securities Commission 
New Brunswick Securities Commission 
Nova Scotia Securities Commission 
Registrar of Securities, Northwest Territories 
Registrar of Securities, Nunavut 
Registrar of Securities, Yukon Territory 
Saskatchewan Financial Services Commission 
Securities Commission of Newfoundland and Labrador 
Securities Office, Prince Edward Island 
 
 
c/o Blaine Young, Associate Director 
Alberta Securities Commission 
4th Floor, 300-5th Avenue SW 
Calgary, Alberta 
T2P 3C4 
e-mail : blaine.young@seccom.ab.ca 
  

And/et 
Anne-Marie Beaudoin 
Directrice du secrétariat de l’Autorité 
Autorité des marchés financiers 
800, square Victoria, 22 e étage 
C.P. 246, Tour de la Bourse 
Montréal (Québec) H4Z 1G3 
E-mail:consultation-en-cours@lautorite.qc.ca 

 
Subject: Proposed Amendments to NI 51-101 Standards of Disclosure 

for Oil and Gas Activities, Form 51-101F1 Statement of 
Reserves Data and Other Oil and Gas Information, Form 51-
101F2 Report on Reserves Data by Independent Qualified 
Reserves Evaluator or Auditor, Form 51-101F3 Report of 
management and Directors on Oil and Gas Disclosure and 
Companion Policy 51-101CP Standards of Disclosure for Oil 
and Gas Activities 

 
Mr. Stevenson and Madame Beaudoin: 
 
The Canadian Advocacy Council of CFA Institute Canadian Societies (CAC)1  is 
pleased to respond to the Request for Comments dated January 19, 2007. 
 
 
General Comments 
 
The CSA has recognized the need to create additional requirements for a 
reporting issuer that reports resources that cannot be currently classified as 
reserves. The goal of this policy initiative is to improve the disclosure of 
resources and to provide additional guidance to reporting issuers wishing to 

                                                 
1 The CAC represents the 12 Canadian member societies of the CFA Institute constituting over 11,000 members 
who are active in Canada’s capital markets. Members of the CAC consist of portfolio managers, investment analysts, 
corporate finance professionals, and other capital markets participants. The CAC’s has been charged by Canada’s 
CFA Institute member societies to review Canadian regulatory, legislative and standard setting activities. 



make meaningful and understandable disclosure of their oil and gas 
resources.  
 
The Canadian Advocacy Council agrees with the broad objectives and 
principles of this initiative, however, we disagree with the removal of certain 
disclosure that is currently required within NI 51-101 for the Disclosure of 
Resources (Section 5.9, formerly Disclosure Concerning Prospects). Our 
comments in regards to this are outlined in the Specific Comments section 
below.  
 
The CSA has also proposed to remove: 1) the requirement to report reserves 
and the related future net revenue using constant prices and cost, 2) the 
requirement to reconcile future net revenue, and 3) the requirement to do a 
reserves reconciliation using net reserves to doing the reserves reconciliation 
using gross reserves.  
 
The Canadian Advocacy Council agrees with this proposal. The use of 
constant pricing and costs set as the effective date of reserve evaluation can 
create a misleading representation of economic value. This is particularly 
relevant for heavy oil and bitumen that tend to be priced significantly below 
full year averages at year-end. We note that one potential issue this may 
create is comparability between Canadian companies using different forecast 
prices and costs and also comparability to US peers that are required to use 
constant prices and costs as per SEC regulations.  
 
The requirement to reconcile future net revenue and the requirement to do a 
reserves reconciliation using net reserves does not provide significant 
additional material information.  
 
   
Specific Comments 
 
NI 51-101: Section 5.9, Disclosure of Resources (formerly Disclosure 
Concerning Prospects)  
 

The Canadian Advocacy Council does not support the removal of 5.9 (1) 
c): 
 
“in the case of undeveloped property in which the reporting issuer holds a 
leasehold interest, the expiry date of that interest.” 
 
The disclosure of this information can have a material impact on valuation 
in certain instances and does not pose significant additional costs.  
 
The Canadian Advocacy Council recommends amending 5.9 (1) l) from: 
“reasonably expected marketing and transportation arrangements” 
to 
“whether infrastructure currently exists in the region to transport the 
resource.”  



 
This amendment is less onerous than the current requirement but will 
provide investors with material information in the evaluation of assets.  
 

NI 51-101: Section 3.2, Reporting Issuer to Appoint Independent Qualified 
Reserves Evaluator or Auditor and Section 3.4 Certain Responsibilities of 
Board of Directors 

 
The CSA has posed the question: “Would there be a material 
enhancement to investor protection if the rule required the board to 
appoint the independent reserves evaluator or auditor in addition to the 
existing appointment review requirement?” 
 
The Canadian Advocacy Council does not believe there would be a 
material enhancement to investor protection by requiring the board to 
make these appointments. The current requirement of the board to review 
the appointment is adequate.  
 

Additionally to ensure greater independence, the Board rather than the 
company management, should appoint the independent evaluator given that 
reserves represent significant assets for companies in the extractive industry. 
We think this appointment should be integrated with the overall audit of the 
financial statements.   
 
 
Summary 
 
We hope the CSA will take our comments into consideration and review the 
proposal for NI 51-101.  
 
We thank you for the opportunity to provide the foregoing comments, we 
welcome any questions you may have and we appreciate the time you are 
taking to consider our point of view.  Please feel welcome to contact us at 
chair@cfaadvocacy.ca. 
 
 
Regards, 
 
 
Blair Carey, CFA 
Co-Chair 
 
 
Robert Morgan CFA 
Co-Chair 
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