Oil and Gas Accounting

2nd Edition

Steven M. Bragg



Table of Contents

Chapter 1 — Overview of Oil and Gas Operations .............ccooveiiiiiiiiirrii e 1
Learning ODJECLIVES ...ttt e e ettt et e e e e e e e e e bttt e e e e e e e s e nneeeeeeeaaeesaanbnnneaaaeeeaanns 1
T a1 (oTo 0T 4o o ISP 1
Essentials of Oil @Nd GaS........cooviiiiiiiiiiiiiieeee e 1

O = 13Tl = E €Yo (o |V PP PSP PPPRPR 1
EXPIOration ACHIVItIES. ...ttt e e e e e e et e e e e e eentt e e aaaaanes 2
Drilling and Development ACHIVILIES ........coooii 3
ProduCtion ACHVILIES ...ttt e e e e e e e e eee it e e e e e e enaaan e e e aeaaaaees 4
NONCONVENIONAI ACHVITIES ...t e e e et e e e e e e e eeet e e e aaaaeeees 4
Regulatory REQUINEIMENTS ... ... 4
Structure of the Oil and Gas INAUSIIY..........eoiiii e a e e eeaa e 5
Oil aNd Gas BUSINESS ACHVILIES ... ...uuuuuiiiiiiiiiiiieiiiiiieiieeeeteeeeeeeeeeeeeeeeeeeeeaeaseeeeeeeeeeesesseesesesssssssssssssnssssnnnes 5
OWNEIShiP AMTANGEMIENES. ... ...ttt e e ettt e e e e e e e et aeeeeaaaaeasaanteeeeeaaaaaaaanneseeeaaaaeesaaannnnneeaaaass 6
JOINt INtEreSt OPEratioNS........cccviiiiiiiiiiieee e 8
The Land DepartMeEnt ......... .ottt e e e e ettt a e e e e e e e eeeeaa e e e e e e eeetaan e e e e aaaeannnnnnnn 8
Mineral Interest DOCUMENTALION.........oooi et e e e e e e e e e eeas 8
The Authorization for EXPENAITUE ......cccoiiiiiieieeeeee e 9
107010171 = g o PSRRI 9
Gas-Balancing ArTangEMENES........c.ii ittt e e et e e e e e e e s s e nt b e et e e aaeeaaaannteeeeaaaaeeeeaanneeees 10
Derivative Commodity CONTFACES ..........ueeiiiiiiiiiieie ettt e e e e e e e e e e e e e s anneeeeeeeaaeas 10
International BUSINESS ACHVITIES ... ... e e e e e e e e eeeennnns 10
SUMIMIAIY ettt ettt ettt e oottt et e e e e e oo ettt e et e e e e e e e e nttee e e e e e e e e e s nseeeeeeaaeeaan anseeeeeeaaaeeaaanntseneaaaaeassaannnennes 11
REVIEW QUESTIONS .....oeiiiiiiiieiiieeee ettt e et e e e e e e e e e e e aaaaaas 12
REVIEW ANSWETS ...ttt ettt oottt oo e e e et ettt e e e e et et attaa e e e e e eeeeeasan e e eeeeeensana e e aaaaeeennnnnnnaaens 13

Chapter 2 — Overview of Oil and Gas ACCOUNEING........ccccrrriiiiiiiimmnri e 15
Learning ODJECLIVES .....cciiieiieiie ettt e e e oottt et e e e e e e e s nat et e e e e e e e e s nnenbteeeeaaeeaaannnnnneaaaaeas 15
T (o T 0T34 o] o ISR 15
L0701 O 1= ET ] o= o g - TP PPPPPPPPORt 15
Basis for the Successful Efforts and Full Cost Methods .............coooiiiiiiiiii e 16
Property, Plant, and EQUIDMENT. ... ... et e et e e e e e e s 17
ACCOUNEING FOr PrOQUCHION ...ttt e e e e e e ettt e e e e e e e s nnbbbeeeaaaeeaanns 19
REVENUE ACCOUNTING ...eeiiiiiiiiiiiiii e 20
Ol AN GAS RESEIVES ... .uuiiiiiiiiiiiiiitieeeteeeeeteeteeteeeeeaeeeeeeesesseesesesssesesssssesssssssssssssssssssssssssssssssssssssnssnnnnes 20
L IE= 2= Lo ] o 1SRRI 20
Transfers of MIineral INtErestS .....cooii i 20
Lo L1 =Y =] €SS 21
Interest CapitaliZation..............ooe i 21
Asset Retirement ODlIgations .............eiiiiiiiiiii et e et e e e e e e e s nneeeeeeaaaeeeaans 21
F T o ] o =14 01T o | PP 21
Foreign EXChange ISSUES..........ooiiiiiiiiiiiiii 22
BUSIiNESS COMDBINALIONS ........coiiiiiiiiiiieeeeee e 22
RECOIA KEEPING ..ttt 22
ST 0100 E= TSRO 22
REVIEW QUESTIONS .....coeiiiiiiieiiieee ettt e e et e e e e e e e e e e e e aaaaaas 23
REVIEW ANSWETS ...ttt ettt oottt oo oo et e ettt e e e et e eetea e e e e e eeeeetenn e e eeeeeensan e eaaaeeennnnnnnaaans 24

Chapter 3 — Successful Efforts Method.............cccvveiiiiiiiiie e 25
Learning ODJECLIVES .....coiiieiiiiie ettt e e e oottt e e e e e e e e n ettt e e e e e e e e aanneebbeeeeaaeeaaannnnnneaaaaeas 25
T (o T 0T34 o] o ISR 25
SUCCESSTUI EffOrts IMEINOM. ... .uuiiiiiiiiiiiiiiiiiiiee ittt s s s s ssssssssssssssssensennesnnnnes 25
Chart of Accounts Using the Successful Efforts Method...............oeeiiiiiiiii e 27
Indirect EXploration COStS .......ccciiiiiiiiieee e 30
Special Treatment of ACQUISITION COSES ......uuuuuuiiiiiiiiiiiiieiiiiierieeeeeieeerereerearaeeraeerereerrrrrrerrrrrrrrrrrrrerrrarare 32



Table of Contents

Dl iNQUENT Pay M ENTS. ... 32

T (=14 0 F= T O 0T £ PP PUPPPRPPPNS 32
I o= o ) - 32
PUICRASES 1N F OB ...ttt e e e e e e e e e e e e e e eetta e e e aaaaeees 32
Treatment of UNProved PrOPEIY ......ccoooiiiiiieiiie et a e a e 33
Exploratory vs. Development Drilling COSS ..........uuiiiiiieiiiiiieieee et ee e e eeaa e 36
SUFfiCIENt ProgresSs ASSESSIMENT .......i ittt e e e e et e e e e e e e e e e beeeeeaaeeeaaannbeeeeeaaaeeaaaanneeeees 36
DEVEIOPMENT COSES...coiiiiiiiiiiiiieeeeee ettt e et a e 37
Special DrilliNg ACHVITIES ........eeeieiieiie ettt e e e e e s ettt e e e e e e e e s nereeeeeeaaeeeaaanneneeas 38
LT 10 0T T T=T0 0 =T o € PR 38
SUDSEQUENT EVENTS ... uuiiiiiiiiiiiiiiiiiiiet ittt e e ettt e st st s st st s s s st s s s st s s e e s e e s s s s nsnsennnnnnnnen 38
ST 0100 E= SRR 39
REVIEW QUESHIONS ......eeeii ettt e e e e e e e e e e e e ettt e e e e e e e e e eat i nns 40
REVIEW ANSWETS ...ttt e e e et e e e e et e e e et e e e e et e e e s aaanaeesaaanaaestasaasssnneesssnnaaasssnnaaaes 41
Chapter 4 — Full Cost Method............coooiiiiiiiicccccrr s s 43
Learning ODJECLIVES ......ooiiiiieiie ettt e e e oottt e e e e e e e s ettt e e e e e e e e s anneebteeeeaaeeaaannnnnneaaaaeas 43
T (e T 0T34 o] o ISR 43
FUIl COSt MELNOA.........coiiiiiiieieeeeeeeeeeeee e e e e e 43
Acquisition, Exploration, and Development COSES .........uuuuuuiiiiiiiiiiiiiiiiiiiiiiiririrerrereererrrrreeere.. 44
Production, General and AdmiIniStrative CoStS .........cuuuiiiiiiii e e e 44
CoSt AMOTEIZALION ..o 44
COSt EXCIUSIONS ... 44
Impairment of UNProved PropErtiEs. .........uuu i i uuiiiiiiiiiiiiiiiuiiiiiteiieeereeeeeeseesesssesserreerrrererrrerererrrrrre. 46
Transfers t0 Proved Property ... ettt e e e e e e as 47
Property Sales and ADaNAONMENTS..........oiuuiiiiiiee et e e e e e e st e e e e e e e e e nnbeaeeeaaeeeaannes 47
Treatment of PUrchased RESEIVES...........ccovviiiiiiiiiie e 48
Management and SEIVICE FEES .......ooii it e e et e e e e e e e e e e e e e e e e ans 48
Chart of Accounts Using the Full Cost Method..............eiiiiiiiiii e 48
LI SR 0= 1T o TR =T PRSP 50
Additional Disclosure ReqUIrEMENTES ..... ..o i e et e e e e e e eeeeannas 51
SUMIMIAIY ettt ettt ettt e oottt et e e e e e oo ettt e et e e e e e e e e nttee e e e e e e e e e s nseeeeeeaaeeaan anseeeeeeaaaeeaaanntseneaaaaeassaannnennes 52
REVIEW QUESTIONS .....ceeiiiiiiiiieieee ettt e e e e et e e e e e e e e e e e e aaaaaas 53
REVIEW ANSWETS ...ttt ettt e oo e e et ettt e e e et e e ettaa e e e e e eeeeeaean e e eeeeeessen e aeeaaeeeennnnnnaaans 54
Chapter 5 — Depreciation, Depletion, and Amortization............cccccciiiiiiiiiinr 55
Learning ODJECLIVES .....cciiieiieiie ettt e e e oottt et e e e e e e e s nat et e e e e e e e e s nnenbteeeeaaeeaaannnnnneaaaaeas 55
T (o T 0T34 o] o ISR 55
D 1N =T o 11 o] oo YRR 55
DD&A Differences for the Successful Efforts and Full Cost Methods.............ccoooiiiiiiiiii, 55
Successful Efforts Method ..o 55
T |0 T 1/ =11 5 o T 55
The Unit of Production Method ........ccooiiiiiiieeeeeeeee s 56
Full Cost Method Variations on the Unit of Production Method............ccccccovviii 59
The Unit of REVENUE MELNOA. ... 60
D 1N | (I O g F= g o [T PP 60
Amortization of a Production Payment INterest ... 61
=T o] £ o1 = 4[] o 1R 61
Issues for NONWOrKiNG INTErESES .........eeiiii e e e e e e e e e e e 63
Accounting for ASSet DISPOSITIONS. .......cciiiiiiiiiie ettt e e e e e e et e e e e e e s anereeeaaaeeeeaanns 63
ST 0100 E= SRRSO 64
REVIEW QUESTIONS .....ceeiiiiiiiiieieee ettt e e e e et e e e e e e e e e e e e aaaaaas 65
REVIEW ANSWETS ...ttt ettt oottt oo oo et e ettt e e e et e eetea e e e e e eeeeetenn e e eeeeeensan e eaaaeeennnnnnnaaans 66
Chapter 6 — Accounting for Production COSts...........cccccmiiiiiiiemmnin s snnnns 67
Learning ODJECLIVES .....cciiieiieiie ettt e e e oottt et e e e e e e e s nat et e e e e e e e e s nnenbteeeeaaeeaaannnnnneaaaaeas 67
T (o T 0T34 o] o ISR 67
[ o To (8 o3 1o o e 11V [ PO 67



Table of Contents

Treatment Of INVENTOIY ... ..o ettt e e e e s ettt e e e e e e e e nnnbbeeeeaaeeeaanneeeeas 68
COSt ACCUMUIALION LEVEIS ... uuuiieiiiiiiiiiiiiiieieeeieeieeeeeeeaeeaee et eseeesessass s e s s et s st s s s s s s s s s s sssssssssnsennnnnnnnen 68
Sample ACCOUNEING ENLHES .......eeiiiiiiiie et e et e e e e e e st e e e e e e e e s e e nnneeees 69
ST 0100 E= RO 69
REVIEW QUESTIONS .....oeiiiiiiiiiieieee ettt e e e e e et e e e e e e e e e e e e e aaaaaas 70
REVIEW ANSWETS ...ttt ettt oottt e oo e e et ettt e e e et et atta e e e e e eeeeeasan e e eeeeeensan e eeaaeeennnnnnnaeans 7
Chapter 7 — Revenue ACCOUNEING ......ccuiiiuemiiiriiiissr s sssss s sss s ssn s e s s n s nnnnns 73
Learning ODJECLIVES .....ccoiiiiieie ettt e e e oottt e e e e e e e s nat et e e e e e e e e s anneebteeeeaaeeaaannnnnneeaaaeas 73
T (e T 0T34 o] o ISR 73
THE SEIlING PrOCESS .....eeeiiiie ettt ettt e e e e e e ettt e e e e e s s e nteeeeeaaaeassaannbteeeaaaaeeaannnneeas 73
DAY ] 1o IO o [ = PRSPPI 74
Revenue Recognition PriNCIPIES .........coiviiiiiiiiiiii 74
Revenue Recognition APPIICAtION ..........o i e 75
SEVEIANCE TAXES....ciiiiieeiee e e et e ettt et e e e e e e e e e e e e e e e e e e e e et a e e e e e e e aaaaaas 75
Recordation of Oil REVENUE .......cccoi i a s 75
Oil or Gas Used 0N the PremiSes.........ccoiiiiiiieieeeeeeeeeee e 76
The Gas Uit Of MEASUIE............coeviiiiiiiieeeeeeee e 77
Recordation of Gas REVENUE........ccoiiiiiiieiceceeee e 77
Revenue Paid t0 INtErest OWNEIS .......ccooiiiiiiicceceeeeeeeee et 78
= =T - 1 79
SEOTEA GaAS ... 79
Take-0r-Pay ArrangemeENntS........coouiiiiiiiiiiiii 79
Producer Gas IMDalanCeS ........ccooiiiiiiieeeeeeeeeeeee e 79
Pipeline Gas IMbDalanCesS .......coooiiiieieeeee e 80
Shipping and HandliNg COStS..........uuuiiiiiiee et e e e e st e e e e e e e e nnenraeeaaaens 81
SUMIMIAIY ettt ettt ettt e oottt et e e e e e oo ettt e et e e e e e e e e nttee e e e e e e e e e s nseeeeeeaaeeaan anseeeeeeaaaeeaaanntseneaaaaeassaannnennes 81
REVIEW QUESTIONS .....ceiiiiiiiiiieieeeeee ettt e et e e e e e e e e e e e e e aaaaaas 82
REVIEW ANSWETS ...ttt ettt oottt oo e e e et ettt e e e e et et attaa e e e e e eeeeeasan e e eeeeeensana e e aaaaeeennnnnnnaaens 83
(0d JF=T o) =1 gt Tl S J-X=T=Y V7 2T oo o {13V T 85
Learning ODJECLIVES ......coiieiieiiee ettt e e oottt e e e e e e e e n et ee e e e e e e e e aannsetteeeeaaeeaaannnrnneaaaaeas 85
T (o T 0T34 o] o ISR 85
TYPES OF RESEIVES ...ttt e e e oo e ettt et e e e e e e s nt ittt eeaaaeeesaannbtseeaaaeeeaannnneeas 85
ProvVed RESEIVES ...t oottt e e e e e e ettt e e e e e e eeattn e e e e e aeeeeeennnaaeens 86
Proved Undeveloped RESEIVES ... ..ot e e e et a e e e e e e eenen e e eeas 87
Proved Reserves under Production Sharing Arrangements ............cooiiiiiiiieaeiiiiiiiieee e 87
Other TYPES OF RESEIVES ...ttt e e e e e s ettt e e e e e e e nsteeeeeeaaeeeaaannenees 87
Variability Of RESEIVE AMOUNLS...... ...ttt e ettt e e e e e e s st e e e e e e e e s e nnenneeeaaaeaaaann 88
The RESEIVE REPOI ... ..ot e et ettt e e e e e e e e eetaaa e e e aaeeeenaenn e e aaaaaaaees 88
SUMIMIAIY ettt ettt ettt e oottt et e e e e e oo ettt e et e e e e e e e e nttee e e e e e e e e e s nseeeeeeaaeeaan anseeeeeeaaaeeaaanntseneaaaaeassaannnennes 89
REVIEW QUESTIONS .....ceeiiiiiiiiieieee ettt e e e e et e e e e e e e e e e e e aaaaaas 90
REVIEW ANSWETS ...ttt ettt oottt oo oo et e ettt e e e et e eetea e e e e e eeeeetenn e e eeeeeensan e eaaaeeennnnnnnaaans 91
Chapter 9 — Transfers of Mineral Interests.............coooeeeeiiiiicccci s 93
Learning ODJECLIVES ......coiieiieiiee ettt e e oottt e e e e e e e e n et ee e e e e e e e e aannsetteeeeaaeeaaannnrnneaaaaeas 93
T (o T 0T34 o] o ISR 93
Accounting for SPeCific TraNSACONS ........cii ittt e e e e e e s e e e e e e e e eaannes 93
NONMONETArY EXCRANGES. ... . s 93
=TI L= | PSRRI 94

L 011 {772 111 ] [PPSR 95
Sale of an Interest in Unproved Property...........ccoviiiiiiiii e 96
Sale of an Interest in an Unproved or Proved Property.........ccccccvviiiiiiiiie 96
Obligation to Deliver a Specific Quantity of Oil OF Gas...........ceiiiiiiiiiiiiiiiiee e 97
ST 0100 E= SRRSO 97
REVIEW QUESTIONS .....ceeiiiiiiiiieieee ettt e e e e et e e e e e e e e e e e e aaaaaas 99
REVIEW ANSWETS ...t e ettt oottt oo oo e e et ettt e e e e eeeeattaa e e e aeeeeeesann e aaeeeennnnnn e aeaaaeeennnnnnnn 100

il



Table of Contents

Chapter 10 — Joint Interest ACCOUNLING........cccceiiiiiiiiiiiiiir e 101
Learning ODJECLIVES ...ttt e oottt et e e e e e s e n b e et e e e e e e e s e nasaeeeeaaaeesaannnneeaaaaaas 101
T (oo U131 o] o ISP 101
Essential Joint Interest TranSactions ............. oo e e 101

Recordation of JOINE COStS.....ccciiiiiieii e 101
[N oY aTeto g T=T=T o1 A @ 0 =T = 11T o 102
MaterialS ACCOUNTING ... 103
JOINt INTEresSt AUGILS. ... et e e e e e et e e e e e e eeeeta e e e aeaaenes 103
ST 0100 E- PP 103
REVIEW QUESTIONS ...ttt e oottt e e e e e s s st e e e e e e e e e e nnbbbeeeaaaeesaannnneeaaaaeas 104
REVIEW ANSWETS ...ttt e ettt oottt e e e e e et eetta e e e eeeeattaa e e e e eeeeeesann e aeeeeeennnnn e aeaaaeeennnnnnnn 105

Chapter 11 — Interest Capitalization...............ccooeeiiiiiiiiic 107
Learning ODJECLIVES ...ttt e e oo ettt et e e e e e s e n bt e e e e e e e e e e nnsaeeeeeaaeesaannnneeeaaaans 107
T (e T U131 o ISP 107
Overview Of CapitaliZEd INTEIEST ... .. ..uuuiiiiiiiiiiiiiiiiiiiit it eeeaeeebeeeeeeeeeeesssssssssesessssnsnsssnnnes 107
Assets on Which to Capitalize INterest............ooooviiiiiiiii e 107
The Interest Capitalization Period.........ccooiiiiiiiieeeeeceeee s 108
The Capitalization Rate ........ccooiiiiieeeeeeee e 109
Calculating Interest CapitaliZation...............eeiiiiii e a e 110
ST 0100 E= PR 111
REVIEW QUESTIONS ...ttt e e oottt e e e e e s s n bt e e e e e e e e e s e nnbbbeeeaaaeesaannnnneeaaaaeas 112
REVIEW ANSWETS ...ttt e ettt e e ettt e e e e e e et eetea e e e eeeeattan e e e e eeeenesann e aaeeeeensnnn e aeaaaeeennnnnnnn 113

Chapter 12 — Asset Retirement and Environmental Obligations...........c.cccevvmmiiiiniicciiinnees 115
Learning ODJECLIVES ... ettt e e ettt e e e e e e s e aa b be e e e e e e e e e e nasaeeeeeaaeesaannaneeaaaaaas 115
T (e T 0T34 o] o [PPSR 115
Overview of Asset Retirement Obligations............oo i 115
The Initial Measurement of an Asset Retirement Obligation................oiiii e 116
Subsequent Measurement of an Asset Retirement Obligation ..., 117
Settlement of an Asset Retirement Obligation...............oooii e 118
Overview of Environmental Obligations ............cooiiiiiiiiiie e 119
Measurement of Environmental Obligations .............cooiiiiiiiiiiii e 121
Recoveries Related to Environmental Obligations .............ccuuuiiiiiiiiiiiii e 122
Asset Retirement and Environmental Obligations DiSCIOSUIES .............coiiiiiiiiiiiiiiieiae e 122

Asset Retirement ODlIgations............oii it e e e e e e e e e e e e e anns 122
Environmental Obligations .............eiiiiiiiiie et a e e e e e e 123
ST 0100 E= PR 124
REVIEW QUESTIONS ...ttt e oo e ettt e e e e e e e e s et e e e e e e e e e e nnbbbeeeeaaeesaannnnnneaaaaeas 125
REVIEW ANSWETS ...ttt e ettt oottt oo oo e e et ettt e e e eeeeattaa e e e eeeeeeesann e aaeeeeennnnn e aeaaaeeennnnnnnn 126

Chapter 13 — Asset IMPaIrMEeNt............oooeeie i e 127
Learning ODJECLIVES ... ettt e e ettt e e e e e e s e aa b be e e e e e e e e e e nasaeeeeeaaeesaannaneeaaaaaas 127
T (e T 0T34 o] o [PPSR 127
Fixed Asset IMpairmeEnt. ... ..o oot e e e e e e e e e e e e ennennaan 127

THE ASSEE GrOUPING . ...c e e ittt e ettt e e e ettt e e e e e e e s aee b et e e e aeeeaaanseaeeeaaaeeeaannebaneeaaaeeeaannnnnns 127
The IMPairMENt PrOCESS ... ..o et e e e e ettt e e e e e e e e e eeeaana e e e aeeeenennnns 127
TaaTor= g aal=T o1 gTo o= | (o] < PR 128
The IMPairmMeENnt TSt ... e e et e e e e e e e e ee e e e e e e e eeeeaennns 128
The IMPAIrMENT LOSS ... .ttt ettt e e e e et e et e e e e e e e eeeeeen e e e aaaeeeenennnns 129
ASSELS HEld fOr SalE......cco e, 130
[T =1 (Yo [ o] o] o= 3PP 130
ST 0100 F= PR 131
REVIEW QUESTIONS ...ttt e oo e ettt e e e e e e e e s et e e e e e e e e e e nnbbbeeeeaaeesaannnnnneaaaaeas 132
REVIEW ANSWETS ...ttt e ettt oottt oo oo e e et ettt e e e eeeeattaa e e e eeeeeeesann e aaeeeeennnnn e aeaaaeeennnnnnnn 133

Chapter 14 — Oil and Gas DiSCIOSUIES..........ccuviiviiiiiiiiiriirisserseseerrssssesssssssssesssessssrerrerssssesseseeeeeeeeeeeens 135
Learning ODJECLIVES ... eiiiiiii ettt e e e ettt ettt e e e e e e e aan bttt e e e e e e e s e nssaeeeeeeaeesaannnneeaaaaans 135
T (e T 0T34 o ISP 135



Table of Contents

DiSClOSUre REQUIFEMENTS ...t e e e ettt e e e e e e e ettt e e e e e e e eeeaeann e e aeaeeennennnnn 135
Public Company Disclosure ReqUIrEMENES ..........cccvviiiiiiiiiiieeeeee e 136
Proved Oil and Gas Reserve QUantities...........coiii i 136
Capitalized Costs Relating to Oil and Gas Producing ACtiVities ............ccceeeeiiiiiiiiiiiiieeiiieeeee, 138
Costs Incurred for Property Acquisition, Exploration, and Development Activities.......................... 139
Results of Operations for Oil and Gas Producing ACHVIties............ueeiiiiiiiiiiiiieee e 139
Standardized Measure of Discounted Future Cash FIOWS ............oocoiiiiiiiiiiiiiiieeeieeee e, 140
Changes in the Standardized Measure of Discounted Future Net Cash Flows...............c.ccccoeee. 141
a1 C=TaT gl =T o o] (10T FR TP PP PP P PPPPPPPPPPPPPOY 141

RS T0 0] 4= T PSPPSR 141
REVIEW QUESLIONS ...t e e e e e e e ettt e e e e e e e e et e e e e aeeeeeeeanans 142
REVIEW ANSWETS ...t e e e et e e et e e e e eta e e e ata e e e et e e stan e eestaneaeeasanaaeeenanns 143
Chapter 15 — IFRS Accounting for Oil and Gas..........ccccccmiriiiiiiinemrr s s 145
Learning ODJECLIVES ...ttt e e e e ettt e e e e e e e e n b b et e e e e e e e s e nssaeeeeeaaeesaannnneeaaaaans 145
T (e T U131 o ISP 145
Accounting for MINEral RESOUICES ...........iiiiiiiiiiiii ettt e e e e e et e e e e e e e e e ennereeeaaaeeaaaaans 145
Accounting for StrPPING COSES .......ueeiiiiiie et e e e e e e st ee e e e e e e e ennr e eaaaaeeaaaan 146
Mineral Resources Presentation..... ... e e e 146
Mineral RESOUIrCES DISCIOSUIES ... ..iiiiiiiiiiii et e e et e e e e e e e eeaean e e e e aeeeeeennnns 147
ST 0100 E- PP 147
REVIEW QUESTIONS .....coeiiiiiiiiiieeee ettt e e e e e e e e e e e aaa s 148
REVIEW ANSWETS ...ttt e ettt e e ettt e e e e e e et eetea e e e eeeeattan e e e e eeeenesann e aaeeeeensnnn e aeaaaeeennnnnnnn 149
(00 JE=T o =1 oy Tl NE T 1 oY ol 14 o [0 T 4 == 151
Learning ODJECLIVES ...ttt e e e ettt et e e e e e s e nbe e e e e e e e e e e nasaeeeeaaaeesaannnneeaaaaaas 151
T (e T 0T34 o] o [PPSR 151
o1 (0 =T T Lo (U T PP PPPPPPPPPRS 151
Control and ProCedUIre INQUITIES .......uuuuuuerueueeieieireeeueetueeeeeeeaeeeseeeeeeneeeesssssssseesseesssssssssssssssssssssssnsssnnnns 152
RISK ANGIYSES ...t 152
Examination of ESMates..........oovviiiiiiiiiii 153
1070y 2 g F= 11 PRSP 153
REVENUE ANAIYSES ...ttt 154
RECEIVADIE ANAIYSES .....coiiiiiiiiiiiiiiii 155
INVENTOTY ANGIYSES.. .o 156
WOrKOVEN COSE ANGIYSIS ....oiiiiiiiiiiieii ettt e e e e e ettt e e e e e e s e nteeeeeaaeeeaaannntsneeeaaaeaaaanns 156
OVEINEAA ANGIYSIS .....eeeiieeei ittt e e e e e e e ettt e e e e e e s e asee et eeaaaeaasaannbeneeaaaeeaaanneneeas 156
Payables ANGIYSIS........coiiiiiiiiiiii 156
Commitments INVESIGAtION ..........oiii e e e e e e e e e e e 157
Related Party TranSacCtioNS .........cooviiiiiiiiiiiii 157
ReServes INVESHIGation ...........ooiiiiiiiiiiiii 157
Management Representations Leter.. ... 157
Use Of OUESIAE EXPEITS ..cooviiiiiiiieeeeeeeeeeeeeee e 158
ST 0100 E- PP 159
REVIEW QUESTIONS .....coeiiiiiiiiiieeee ettt e e e e e e e e e e e aaa s 160
REVIEW ANSWETS ...t e ettt e ettt e e e e e e et ettt e e e eeeeattaa e e e eaeeeeessnnn e aaeeeeensnnn e aeaaaeeennnnnnnn 161
Chapter 17 — Accounting CoNtrols ... s 163
Learning ODJECLIVES ...ttt e e e e ettt e e e e e e e n b b et e e e e e e e e e nasaeaeeeaaeesaannnneeaaaaaas 163
T (e T U131 o ISP 163
Controls for Property and Lease ACQUISITIONS ..........uuuuuuuiuiiiiiiiieeieeiiirieieereernrreereeeeeeeeeeeeererr.. 163
Controls for Exploration and Development ACtIVItIES ...........uuuuuiiiiiiiiiiiiiiieiiiiiiiiiieiieiieeeeereeeeeeeeeree 164
(070) 011 7o) 530 (o] gl =l o o (U1 1 o] o AP PPPPPPPRS 165
(070) 41 17e) S (o g N [T ToT o 1T x=1 (o] £ P PRPPRPPNS 165
Controls for DiSCIOSUrES @nd REPOIS .......uuuuririiiiieiiiiiiiiiieetieeereeereeaeeeeereeeeereeeeerererrerrrrrrrrrrrrrrerrrrrrrrre 166
(070) 01 = To1 (=IO o] a1 170 ] PP PPPPPPPPPRS 166
ST 0100 E- PP 166



Table of Contents

Review Questions
Review Answers

vi





