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We’re clear 

about who we 

are, where 

we’re going & 

how to get there

We have a concentrated asset base with high 
working interests, low-cost production, a large, 
prospective land base, and a business plan that 
employs a proven and disciplined approach. 

who we are  
where we’re going  
& how to get there
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Corporate Profile

NuVista Energy Ltd. (TSX: NVA) is an independent 

Canadian oil and gas company pursuing a proven 

growth strategy. Formed through the reorganization 

of Bonavista Petroleum Ltd. in July 2003, NuVista is 

engaged in exploration, development and production 

activities on properties located in eight core areas of 

the Western Canadian Sedimentary Basin. NuVista 

creates and sustains profitable per share growth 

through an acquire and develop business model 

that employs a disciplined approach with prudent 

management of controllable costs. 

The business combination with Rider Resources Ltd. 

on March 4, 2008, created an intermediate exploration 

and production company with a concentrated asset 

base and technical teams in place to deliver balanced 

growth by investing capital in shallow gas, deep gas, 

heavy oil, scalable resource plays, and acquisitions.

Annual Meeting Information

Tuesday, May 5th, 2009 at 3:00 P.M.

McMurray Room 

Calgary Petroleum Club

319 – 5th Avenue SW, Calgary AB, T2P 0L5
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We will deliver balanced growth by prudently deploying 

capital in five key areas: shallow gas, deep gas, heavy 

oil, scalable resource plays, and strategic acquisitions.
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Financial and Operating Highlights
Years ended December 31,  2008 2007 % Change

(thousands, except per share amounts)    $  $

FINANCIAL

Production revenue    515,338  212,386  143

Funds from operations    281,029  113,793  147
 Per share – basic    3.77  2.21  71
 Per share – diluted    3.75  2.19  71
Net earnings    88,195  26,327  236
 Per share – basic    1.18  0.51  131
 Per share – diluted    1.18  0.51  131
Total assets    1,407,296  683,165  106
Long-term debt, net of working capital(5)    329,707  180,322  83
Long-term debt, net of adjusted working capital(5)    341,266  178,618  91
Shareholders’ equity    811,300  370,292  119
Net capital expenditures    200,737  164,008  22
Corporate acquisition (non-cash)    594,944  _  _
Weighted average common shares outstanding (thousands)

 Basic    74,468  51,375  45
 Diluted    75,021  51,962  44

OPERATING

(Boe conversion – 6:1 basis)
Production       

 Natural gas (MMcf/d)    104.9  66.9  57
 Natural gas liquids (Bbls/d)    2,357  317  644
 Oil (Bbls/d)    4,472  2,381  88
 Total oil equivalent (Boe/d)    24,320  13,851  76
Product prices(1)       

 Natural gas ($/Mcf)    8.39  6.77  24
 Natural gas liquids ($/Bbl)    70.09  63.31  11
 Oil ($/Bbl)    77.00  52.40  47

Undeveloped land, net acres   

 W3/W4 core regions    517,000  587,000  (12)
 W5/W6 core regions    251,000  22,000  1,040
 Total    768,000  609,000  26
 Average working interest    79%  77% 
Wells drilled gross (net)   

 Total    115 (86.0)  138 (107.1)  (17)
 Natural gas    65 (45.7)  75 (57.8)  (13)
 Oil    37 (30.8)  46 (35.2)  (20)
 Dry holes    13 (9.5)  16 (13.3)  (19)
Reserves, proved plus probable(2)     
 Natural gas (Bcf)    340.3  181.4  88
 Oil and liquids (Mbbls)    20,962  9,560  119
 Total barrels of oil equivalent (MBoe)    77,680  39,795  95
Finding development and acquisition costs ($/Boe)(3) (5)     
 Total proved    24.28  20.63  18
 Total proved plus probable    18.51  17.07  8
Reserve life index (years)(5)     
 Total proved    5.7  5.1  12
 Total proved plus probable    8.3  7.3  14
Recycle ratio(4) (5)     
 Total proved    1.3  1.1  18
 Total proved plus probable    1.7  1.3  31

(1) Product prices include realized gains/losses on commodity derivatives.
(2)  Company interest reserves are gross working interest reserves and royalty interest reserves prior to the deduction of royalties.
(3)  Includes changes in future development capital expenditures.
(4)  Based on funds from operations netback per Boe divided by finding, development and acquisition costs per Boe.
(5)  For more details, refer to “Management’s Discussion and Analysis” section in the Annual Report.
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Message to Shareholders

AT NUVISTA, WE’RE CLEAR.

The successful implementation of our acquire and develop business model 

over the past five and one-half years, not only allowed us to achieve success 

in the past, but provides a clearly defined strategy for achieving our corporate 

vision of doubling our production while targeting profitable per share annual 

production growth of 10-15% over the next five years.

Who We Are

In March 2008, we completed a business combination with Rider Resources Ltd. (Rider). This transaction vaulted 

NuVista from the ranks of the juniors to a strong position as a premier, intermediate exploration and production 

(E&P) company. 

Today, NuVista has:

 

January 2009).

that spans the geographic and geologic regions of the Western Canada Sedimentary Basin.

yield a multi-year prospect inventory of scalable development projects.

 

strategic partners. 
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Since NuVista was 

formed on July 2, 2003, 

we have achieved 

compounded annualized 

growth in production 

per share of 25%. This 

consistent year-over-year 

performance, through 

changing and sometimes 

challenging business 

conditions, sets us apart 

from our peers. 
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We have a flexible exploration and development program, with a multi-year prospect 

inventory and opportunities incorporating shallow gas, liquids-rich deep gas, and 

heavy oil targets, along with three emerging, scalable resource plays.

PRODUCTION GROWTH PER SHARE
Average production per million shares outstanding (Boe/d)

RESERVE GROWTH PER SHARE
Reserves (proved plus probable) per share outstanding (Boe)

20082007200620052004JUL ‘03

327

270

245

206

142

102

0.98

0.76

0.68

0.56

0.36

0.27

0.19

2008
EXIT

2007
EXIT

2006
EXIT

2005
EXIT

2004
EXIT

2003
EXIT

JUL'03

EAST CENTRAL ALBERTA

WEST CENTRAL SASKATCHEWAN

Reserves 40–100 Mbbls

D&C $275K

Approx. 800m

Cummings

Lloyd

Rex

GP

Waseca

McLaren

Colony

Viking

HZ

HZ Birdbear

CENTRAL ALBERTA

Approx. 2,500m

Reserves 1–3 BCF

D&C $1.2 mm

Rock Creek

Ellerslie

Ostracod

Glauconite

Notikewin

Viking

Cardium

Belly River

Edmonton

HZ

HZ

EASTERN ALBERTA

Reserves 0.3–0.5 BCF

D&C $250K

Approx. 1,000m

Belly River

Viking

Colony

Lithic

Glauconite

Ostracod

Detrital

Bakken

HZ

Reserves 3–5 BCF

D&C $1.7 mm

Approx. 3,000m

DEEP BASIN

Cardium

Dunvegan

Viking

Montney

Halfway

Cadomin

Gething

Bluesky

Falher

Mannville

HZ

HZ

HZ

HZ

MULTI-FRAC HORIZONTAL PROSPECT

Nisku

Banff

NUVISTA PLAYS

OIL AND LIQUIDS

NATURAL GAS

OIL AND LIQUIDS

NATURAL GAS
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Through challenging and at times unprecedented industry conditions – in markets where natural gas prices, crude 

We employ an acquire and develop business model, focusing on E&D activities and acquisitions that add production 

NuVista’s proven strategy is not new. Many companies have adopted similar strategies. What distinguishes NuVista is 

the consistent implementation of this strategy regardless of market conditions and the ability to make timely business 

decisions based on accurate data. Good decisions come from a thorough understanding of our core business. We 

carefully assess our production declines and additions, model potential acquisitions and provide accurate guidance to 

our stakeholders. 

exploration and development program, with a multi-year prospect inventory of opportunities incorporating shallow 

gas, liquids-rich deep gas, heavy oil, and scalable gas-in-place resource plays. During this period of low commodity 

prices, as netbacks continue to decline, we will hold firm to our business model and weather periods of slower growth 

Where We Are Going

NuVista’s vision is to be the oil and gas company of choice for both employees and investors by creating an empowered 

environment of integrity, respect and open idea generation for our people and implementing our proven business 

strategies in a disciplined manner to increase shareholder value.

NuVista’s business plan calls for doubling the size of the company on an accretive basis over the next five years by 

continuing to execute an acquire and develop business model. We will continue to add new areas that are characteristic 

of our existing core areas: namely high working interest, operated lands with exploitation potential. We are targeting 

10-15% compounded annual growth in production per share. We believe this target can be achieved by investing 

In 2013, when we look back on ten years of successful and profitable growth at NuVista, we will view 2008 as a pivotal 

year in our history: 

How We Are Going To Get There

grading of opportunities for 2009 and a growing prospect inventory heading into 2010. In addition, we will continue 

to develop a thorough understanding of recovery concepts on our emerging resource plays. We will advance these 

projects by drilling new wells to assess recovery from each of these resource plays. 

operating environment has not returned to 2003 levels. Industry finding and development costs were higher in 2008 

than they were in 2003.

Although our industry is no longer operating at full capacity, the related service costs, land costs, and acquisition prices 

are only starting to lower. In addition, the global economy is now experiencing a significant financial crisis and is entering 

an extended period of economic uncertainty. Erosion of investor confidence has created one of the most challenging 

environment our industry has ever experienced. 
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The dramatic and almost instantaneous drop in demand for oil and natural gas has caused commodity prices to 

to obtain. Equity investors are becoming more selective, and low valuation levels will make new equity issues the 

financing choice of last resort for many companies. Despite weak stock prices across the industry, companies with 

a proven track record of adding value and meeting expectations will continue to trade at premium valuations to their 

peers, making accretive business combinations not only possible but highly probable. 

It is in times such as these when NuVista’s disciplined approach distinguishes us from many of our peers. Since 

 

add production and reserves, with over half of this capital on strategic acquisitions. By consistently applying our strategy 

through the highs and lows of business cycles over the last five and one-half years, we have earned a reputation as 

an astute acquirer. 

We also have one of the highest ratios of proven developed producing reserves to proven plus probable reserves in the 

industry, and the future development capital requirements in our reserve report are among the lowest. Conservative 

reserve bookings and a top quartile cost structure have helped preserve the confidence of our lenders. This, coupled 

with a consistent track record of providing accurate guidance and achieving our targets, will provide us with capital at 

a time when access to both debt and equity capital for many of our peers is being restricted.

provide NuVista with a favourable cost of capital. We intend to continue to be an acquirer as junior companies look for 

exit strategies and conventional oil and gas trusts look to redefine their corporate structures over the next three years.

Although prudent financial management dictates that we reduce our 2009 capital expenditures given commodity price 

volatility and an uncertain economic environment, we will continue to plan for the future. 

By consistently applying our strategy through the highs and lows of business cycles 

over the last five and one-half years, we have earned a reputation as an astute 

acquirer. We believe our counter-cyclical strategy of acquiring premium assets at 

lower prices over the next two to three years will richly reward our stakeholders.
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With a strong team of over 125 dedicated and talented individuals, NuVista is fully staffed in all key areas. These 

talented and energized people are focused on increasing shareholder value over the long term using a disciplined and 

sustainable approach to profitable per share growth. 

natural gas prices; however, we must be prepared to endure an extended period of low prices before this recovery 

occurs. We believe our counter-cyclical strategy of acquiring premium assets at lower prices over the next two to three 

years and optimizing production from these assets will richly reward our stakeholders over the long term. 

rich natural gas production primarily in our Ferrier/Sunchild, Wapiti, and Northwest Saskatchewan core areas. These 

metrics, providing a proved and probable recycle ratio of 2:1 in the current economic environment.

As we execute our five year plan, we’re clear about where we’re going and how we’re going to get there. We currently 

Sincerely,

Alex G. Verge     Robert F. Froese 

March 20, 2009
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NuVista anticipates drilling  

50 to 70 wells in 2009

Operations Overview
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CALGARY

SASKATOON

MEDICINE HAT

RED DEER

EDMONTON

1

4

2
3

5

7

8

6

W5/W6 Core Regions

1.  Wapiti

2.  Pembina

3.  Ferrier / Sunchild

4.  Kaybob / Waskahigan

W3/W4 Core Regions

5.  Provost

6.  Oyen

7.  Northwest Saskatchewan

8.  West Central Saskatchewan
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In March 2008, NuVista completed the business combination with Rider resulting in NuVista 

becoming an intermediate E&P company with a diversified asset base and technical expertise 

in two core regions. The Rider asset base complements NuVista’s existing business strategy, 

which emphasizes long-term and profitable growth based on an acquire and develop business 

model in multi-zone areas, with a focus on low operating costs and high working interests.  

core regions and increased NuVista’s undeveloped land inventory with exposure to deeper natural 

gas opportunities and high gas-in-place resource plays.

NuVista operates primarily in eight core areas. We focus on building core areas in which we hold high working interests 

is established, we look for opportunities to expand it by optimizing existing production, acquiring adjacent undeveloped 

land or completing complementary acquisitions. We also pursue opportunities to acquire producing properties that 

meet our investment criteria with a view to building additional core areas. 

2008

land purchased in the second half of 2008 relating to high gas-in-place resource plays, which were not assigned any 

We acquired approximately 100 sections of undeveloped land in our Wapiti core area and have established a significant 

acreage position with a multi-year prospect inventory in three high gas-in-place resource plays. Early success on these 

acquired lands has resulted in the drilling and tie-in of four Dunvegan gas wells which, along with the installation of 

field compression, will increase production by approximately 1,200 Boe/d in March 2009.

NuVista achieved record production levels in 2008 averaging 24,320 Boe/d, 

an increase of 76% compared to 2007. NuVista drilled a total of 115 wells 

during 2008 with an average success rate of 89%. 
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Wapiti, NuVista’s largest core area is located south of Grande Prairie, Alberta, 

approximately 520 kilometres northwest of Calgary. This core area will play an 

important role in our future growth.

When Rider Resources acquired Wapiti from a senior oil and gas company in May 

operated shallow decline Cadomin gas.

 

working interest operated wells in the eastern portion of the property. Currently, 

production in this core area is approximately 5,500 Boe/d.

in an increase in undeveloped land from 45,000 net acres to 125,000 net acres. 

In addition to an annually renewable inventory of approximately 20 high working 

interest, multi zone drilling prospects, NuVista has significant interests in three 

high gas-in-place resources prospects, with significant development potential.

The Cadomin, the most mature of these plays is not operated by NuVista, but 

may ultimately lead to over 100 development infill locations at a working interest 

of approximately 40%. Both of the other high gas-in-place resource plays are 

operated by NuVista. NuVista’s first four wells in the Dunvegan play were tied in 

during February 2009, adding 1,200 net Boe per day of production. If production 

tests on thicker sands in the lower Dunvegan are successful, this play may yield 

a combination of over 100 horizontal and vertical development wells over the next 

five years.

of contiguous Montney acreage with an average working interest of 90%. 

CHARACTERISTICS

March 2009 Production

Total (Boe/d)  5,500

2008 Production

Undeveloped Land Holdings 

125,000 acres 

(84% working interest)

Horizons

10 horizons, medium-deep depth 

(approximately 2,800 metres)

2008 Wells

R11 R10 R9 R8 R7 R6 R5 R4 R3W6M

T70

T69

T68

T67

T66

T65

T64

R11 R10 R9 R8 R7 R6 R5 R4 R3W6M

T70

T69

T68

T67

T66

T65

T64

NUVISTA LAND HOLDINGS

WAPITI
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The Pembina core area is located approximately 230 kilometres north of Calgary, 

Alberta. NuVista’s properties in this core area include Pembina, Pembina Units 

(including Pembina Keystone Cardium Unit No. 2), Buck Creek and Alsike. This 

area is characterized by mature production with gas and light oil development 

and a 100% interest in a 25 MMcf/d gas plant.

interest of 80%. 

 

CHARACTERISTICS

March 2009 Production

Total (Boe/d)  4,200

2008 Production

Undeveloped Land Holdings 

 

(80% working interest)

Horizons

10 horizons, medium depth 

(approximately 2,500 metres)

2008 Wells

9 drilled or re-entered

T52

T54

T42

T44

T46

T48

T50

T52

T54

R2W5R4R6R8R10R12R14R16R18

R3 R1W5R5R7R9R11R13R15R17

T42

T44

T46

T48

T50

NUVISTA LAND HOLDINGS

PEMBINA
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The Ferrier/Sunchild core area is approximately 200 kilometres northwest of 

Calgary, Alberta, and includes both the Ferrier and Sunchild properties. Natural gas 

production in the Ferrier/Sunchild area is processed at third party facilities, primarily 

the Keyera Nordegg and the Keyera Strachan gas plants. These large plants provide 

both favourable liquid recoveries and low operating costs for our production. 

This core area has an undeveloped land base of approximately 21,000 acres with an 

production is mature and possesses some of the lowest declines in the company. 

NuVista recently acquired overlapping land and production interests in this area. The 

acquisition which closed on January 29, 2009, added approximately 800 Boe/d of low 

decline production to this core area. 

natural gas and 552 Bbls/d of oil and liquids). The 2008 exit production rate was 

In 2008, we drilled or re-entered 3 (2.2 net) wells, yielding 3 natural gas wells.

  

 

CHARACTERISTICS

March 2009 Production

2008 Production

Gas (MMcf/d) 13.1

Undeveloped Land Holdings 

21,000 acres 

Horizons

10 horizons, medium-deep depth 

(approximately 2,800 metres) 

2008 Wells

3 drilled or re-entered

93T

04T

14T

24T

34T

44T

54T

64T

93T

04T

14T

24T

34T

44T

54T

64T

7R8R9R01R11R21R31R41R51R

6R 5W5R

6R 5W5R

7R8R9R01R11R21R31R41R51R

NUVISTA LAND HOLDINGS

FERRIER/ 
SUNCHILD
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The Kaybob/Waskahigan core area is located approximately 100 kilometres 

southeast of Grande Prairie, Alberta. 

This core area has an undeveloped land base of approximately 43,000  acres with an 

approximately 1,315 Boe/d. Production from the Kaybob/Waskahigan core area is 

characterized by hyperbolic decline rates decreasing to less than 10% per year 

over time. This type of production profile is positive from a reserve life index and 

royalty perspective.

Montney horizontal gas wells. We are evaluating our acreage to see if similar 

opportunities exist on NuVista land. 

In 2008, we drilled 2 (1.3 net) gas wells and have developed an inventory of future 

drilling opportunities. 

 

CHARACTERISTICS

March 2009 Production

Total (Boe/d)  1,400

2008 Production

Total (Boe/d)  1,329

Undeveloped Land Holdings 

43,000 acres 

Horizons

8 horizons, medium-deep depth 

(less than 2,500 metres)

2008 Wells

2 drilled or re-entered

06T

16T

26T

36T

46T

56T

5W81R91R02R12R22R32R42R52R62R72R6W1R

95T

5W81R91R02R12R22R32R42R52R62R72R6W1R

95T

06T

16T

26T

36T

46T

56T

NUVISTA LAND HOLDINGS

KAYBOB / 
WASKAHIGAN
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250 kilometres northeast of Calgary, Alberta. In 2003, pursuant to the plan of 

arrangement with Bonavista, we obtained one minor oil property in this area. 

We have increased our operations in this core area through exploration and 

development activities as well as by acquiring additional producing properties and 

undeveloped land. 

acres of undeveloped land with an average working interest of 88%. 

The northern portion of the Provost area has multi-zone potential and contains both 

medium-heavy oil and natural gas targets. In 2008, our focus was the delineation of 

a pool extension at our Auburndale property based on 3D seismic and infill drilling 

at Chauvin.  

The southern portion of this area contains ten prospective natural gas horizons at 

drill depths of less than 1,100 metres. 

In 2008, we pursued both oil and natural gas exploration and development 

net) wells and achieved an average success rate of 83%, resulting in 12 oil wells, 3 

natural gas wells and 3 dry holes.

close proximity to our Chauvin property. At the time of the acquisition, production 

production from these properties, increasing production to over 800 Bbl/d.

CHARACTERISTICS

March 2009 Production

Total (Boe/d)  3,800

2008 Production

Total (Boe/d)  4,549

Undeveloped Land Holdings 

101,100 acres 

(88% working interest)

Horizons

10 horizons, shallow depth 

(less than 1,100 metres)

2008 Wells

18 drilled or re-entered

T29

T31

T33

T35

T37

T39

T41

T43

T45

T47

R27W3R1W4R3R5R7R9R11R13R15R17R19R21R23

T29

T31

T33

T35

T37

T39

T41

T43

T45

T47

R1W4R3R5R7R9R11R13R15R17R19R21R23

NUVISTA LAND HOLDINGS

PROVOST
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T18

T20

T22

T24

T26

T28

T30

T18

T20

T22

T24

T26

T28

T30

R27W3R29R1W4R3R5R7R9R11R13R15

R26W3R28R1W4R3R5R9R11R13R15 R7

 

gas from more than ten different horizons and our control of infrastructure 

original core area continues to provide new discoveries and trends that permit 

numerous follow-up locations.

 

processing facilities and a number of field compressors connected through an 

development with the area.

This core area contains 224,000 acres of undeveloped land with an average 

land that is considered to be developed but is included in the area that received 

and 3D seismic database enhances the prospectivity of both our developed and 

undeveloped lands in the area.

identified several trends with follow-up locations. We drilled or re-entered  

34 (28.3 net) wells and achieved an average success rate of 94%, resulting in  

31 natural gas wells, 1 oil well, and 2 dry holes.

royalty incentive programs announced on March 3, 2009, where 1,000 metre wells 

credit which can be applied against NuVista’s 2009 crown royalties.

CHARACTERISTICS

March 2009 Production

Total (Boe/d)  3,300

2008 Production

Gas (MMcf/d) 20.5

Total (Boe/d)  3,558

Undeveloped Land Holdings 

224,000 acres 

(85% working interest)

Horizons

10 horizons, shallow depth 

(less than 1,100 metres)

2008 Wells

34 drilled or re-entered

NUVISTA LAND HOLDINGS

OYEN  



17

NuVista Energy Ltd.

Lake near the Alberta-Saskatchewan border. The region was established as a 

core area in August 2005, when we acquired natural gas properties in northwest 

additional properties contiguous to our existing operations thereby increasing 

our dominance in the area. This area is natural gas prone and characterized 

by larger, more mature pools with lower decline rates. Parts of this core area 

are restricted to winter access and therefore we typically conduct an active  

first quarter drilling program. In the southern part of this core area, we are currently 

evaluating several heavy oil prospects where access tends to be available year round.

natural gas and 181 Bbls/d of oil) and our 2008 exit production rate was approximately 

processing facilities connected through an extensive network of large diameter 

gathering lines.

This area contains a minimum of four prospective natural gas horizons at drill depths 

of less than 800 metres and is prospective for heavy oil in the southern portion. The 

We have acquired over 4,500 kilometres of 2D seismic, most of which is proprietary. 

resulting in 4 natural gas wells, and 11 oil wells. 

CHARACTERISTICS

March 2009 Production

Total (Boe/d)  3,200

2008 Production

Gas (MMcf/d) 18.1

Total (Boe/d)  3,200

Undeveloped Land Holdings 

125,000 acres 

Horizons

5 horizons, shallow depth 

(less than 800 metres)

2008 Wells

15 drilled or re-entered

T51

T53

T55

T57

T59

T61

T63

T65

T67

T69

T51

T53

T55

T57

T59

T61

T63

T65

T67

T69

R16W3R18R20R22R24R26R1W4R3

R15W3R17R19R21R23R25R3 R1W4

NUVISTA LAND HOLDINGS

NORTHWEST 
SASKATCHEWAN
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border approximately 400 kilometres northeast of Calgary. The region was 

properties in west central and northwestern Saskatchewan. This core area 

has multi-zone production from both natural gas and heavy oil horizons. 

In 2008, our daily average production was approximately 1,355 Boe/d 

(5.1 MMcf/d of natural gas and 491 Bbls/d of oil). The 2008 exit production rate 

was approximately 1,412 Boe/d. We operate nearly all production in this core 

and a number of field compressors connected through an extensive network 

 

seven dry holes. The 2008 drilling program focused on development and 

drilling program at Hallum. The four Hallum horizontal wells were producing 

 

phases planned. NuVista has over 15 additional horizontal locations identified 

in Hallum, each of which is forecasted to produce in excess of 100,000 Bbls of 

oil, pay a 2% royalty and produce oil at low operating costs.

CHARACTERISTICS

March 2009 Production

Total (Boe/d)  1,500

2008 Production

Gas (MMcf/d) 5.1

Total (Boe/d)  1,335

Undeveloped Land Holdings 

 

Horizons

10 horizons, shallow depth 

(less than 800 metres)

2008 Wells

R17W3R18R19R20R21R22R23R24R25R26R27R28R1W4
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NUVISTA LAND HOLDINGS

WEST CENTRAL 
SASKATCHEWAN
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Undeveloped Land and Seismic

Undeveloped Land

completing our transition to a deep gas explorer and producer. Virtually all of our undeveloped land is located in large, 

contiguous, high working interest land blocks in our core areas.

Gross acres     

 W3/W4 core regions    663,000
306,000

Total    969,000

Net acres     

 W3/W4 core regions    517,000
251,000  22,000  1,040

Total    768,000
Average working interest    79%
Estimated value(1) 114,581

(1) Value estimated by NuVista based on land sale activity in our core areas accounting for land expiries.

net acres) of developed land. These lands are located within our core areas and have an average working interest of 

lands, our developed land inventory is also playing a significant role in our 2009 exploration and development program, 

with approximately 30% of our planned wells on developed acreage.

to enhancing our land position and seismic data base ensures that we will continue enjoying a rich and renewable 

prospect inventory in each of our core areas for years to come.

Seismic

NuVista has consistently been a proponent of using both 2D and 3D seismic to help identify and delineate geological 

prospects. The use of seismic in all of our core areas has enabled us to mitigate the risk in our E&D programs and 

thereby lower the finding and development costs of new reserves. The ongoing use of seismic data allows us to identify 

a sustainable inventory of high quality prospects over our undeveloped land base.

In 2008, NuVista acquired high quality proprietary seismic totaling over 340 kilometres of 2D, and over 155 km2 of 3D 
2 of 3D trade data were acquired in 2008. 
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Reserves

The reserves detailed below represent NuVista’s reserves as at January 1, 2009. 

Highlights of the reserve additions for 2008 include:

Summary of Reserves

  Company  Company  Company 

  Interest(1) Net(1) Interest(1) Net(1) Interest(1) Net(1)

   MMcf  MMcf   MMbbls   MMbbls   MBoe  MBoe

Total proved(3)

Total proved plus probable(3) 

 Present Value of Cash Flow Before Tax Discounted at(2)(4)

   0% 5% 10%

Total proved(3)

Total proved plus probable(3)

(1) “Company Interest” reserves are the total remaining recoverable reserves (gross reserves plus royalty interest) owned by NuVista before deduction 

of royalties. “Net” reserves are defined as those accruing to NuVista after all royalty interests owned by others, including Crown and freehold 

royalties, have been deducted.

Consultants Ltd.

(3) Numbers may not add due to rounding.
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Additional reserve disclosure tables, as required under NI 51-101, will be contained in the Annual Information Form 

to be filed on SEDAR on or before March 31, 2009. Reserves have been calculated under the Alberta New Royalty 

Framework regime (“NRF”) including the transitional rules announced in November 2008. The reserve estimates 

contained in the following table are “NuVista’s company interest reserves” which are NuVista’s working interest and 

royalty interest reserves before the deduction of royalties: 

Reconciliation of Company Interest Reserves(1)

  Proved Probable Total Proved Probable Total

  (MMcf) (Mbbls)

 Production  (38,410)  –  (38,410)  (2,501)  –  (2,501)

Balance, December 31, 2008(2)

(1) Company interest reserves are the total remaining recoverable reserves (gross reserves plus royalty interest) owned by NuVista before deduction 

of royalties.

(2) Numbers may not add due to rounding.

areas with proved plus probable reserves, estimated by management at December 31, 2008, of 4.5 million Boe. These 

acquired reserves are not included in NuVista’s year end reserves above. 

Reserve Highlights    
 

     Gas Liquids Total

Reserve life index (years)(1)  

Net reserve replacement (net additions ± revisions)/production 

 2008 Since July 2003

     Proved Plus  Proved Plus 

    Proved Probable Proved Probable

Finding costs (2)  

 Finding development and acquisitions(3)  24.28  18.51
 Finding development and costs(3)  24.42  19.53
 Acquisition costs(3)  24.24  18.14
Finding, development & acquisition recycle ratio   

 Field netback  1.4x  1.9x
 Funds from operations netback  1.3x  1.7x

(1) Based on exit production rate.

(2)  For more information on our finding, development and acquisition costs reference should be made to our Annual Information Form which is 

available on SEDAR at www.sedar.com.

(3) Including changes in future development capital expenditures and revisions.

Finding, development and acquisition costs in 2008, including an adjustment for the change in future development 

basis. Excluding acquisitions, finding and development costs, on a proved plus probable basis after revisions and 

of undeveloped land purchased in the second half of 2008 relating to potential high gas-in-place resource plays (which 

were not assigned any reserves), NuVista’s finding, development and acquisition costs on a proved plus probable basis 
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Marketing and Contract Portfolios

Natural Gas

NuVista has established a natural gas transportation and sales portfolio that will ensure receipt capacity at a reasonable 

cost and provide an appropriate customer base. In order to control and manage credit risk and ensure competitive 

includes sales to traditional aggregators.

costless collars and put option contracts. 

Oil and Natural Gas Liquids 

NuVista sells its oil and liquids production to a variety of purchasers. This enables us to benefit from specific regional 

of forecast 2009 oil and liquids hedged.

Financial Statements for the year ended December 31, 2008.

AGGREGATORS

2%

HEDGED

43%

AECO

55%

AGGREGATORS

2%

HEDGED

19%

AECO

79%

2008 Natural Gas Price Portfolio 2009 Forecast Natural Gas Price Portfolio
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NuVista has adopted a disciplined 

commodity price risk management 

program. The purpose of this program is 

to reduce volatility in our financial results, 

protect acquisition economics and stabilize 

cash flow against the unpredictable 

commodity price environment. 



24

2008 Annual Report

We are committed to conducting our activities in a manner that protects the health and safety of our workers and the 

public while minimizing our impact on the environment.

We believe that exemplary performance in the areas of environment, health, and safety is essential to fulfilling our 

business goals and meeting the needs of our many stakeholders, and we support the industry-wide Guiding Principles 

for Worker Safety.

Personnel at every level of the organization, including contractors, are required to comply with all company Environment 

Health and Safety (EHS) policies and applicable government regulations. Accountability for managing the safety of our 

operations is also shared by all personnel.

Environment, Health 
and Safety Policy
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The safety of our workers is of paramount concern when planning and executing our programs, and incident prevention 

is an integral part of the job. By providing all personnel with the proper tools, equipment, and training, we are setting 

the stage for all activities to be performed safely.

manual, an applicable Emergency Response Plan, and current regulations for the jurisdiction must be readily available 

at all times.
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NuVista is a team-based 

organization where idea 

generation is encouraged.

The experience and 

dedication of our team 

members is an integral 

part of our continued 

success.



Collectively, these individuals deliver the talent, 

experience, and focus to our operations that have 

allowed NuVista to deliver consistent results. 
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Albrecht, Shannon

Andreachuk, Ross

Asman, Kevin

Bang, Ray 

Bayford, Vicky

Beaudin, Cynthia

Berkey, Jennifer

Bilenduke, David

Boklaschuk, Brett

Buchanan, Mark

Burton, Craig

Carr, Michelle

Cawkwell, Richard

Chapman, Brett

Christie, Kevin

Coates, Richard

Cousins, Sabine

Craig, Linda

Crone, Vern

Cummings, Todd

Cutforth, Grant

Dalman, Steve

Dasilva, Carmela

Dawson, Lisa

Deines, Dieter

Deleff, Richard

Dempsey, Floyd

Desharnais, Douglas

Edgar, Bruce

Ellis, Patricia

Fischer, Kelli

Fisher, Amanda

Froese, Robert

Funk, Sheldon

Gerein, Jamie

Gorman, Arlene

Grant, Glen

Graup, Anthony

Grover, Dennis

Gulamhussein, Ayaz

Haist, Denisa

Hamilton, Kerrie

Hanson, Michael

Harder, Corrine

Hofer, Terry

Holberton, Kelly

Hwang, Thanh

Ilagan, Adelina

Kaitsas, Fotini

Kelly, Christine

Kenney, Ross

Khattar, Dennis

Kisil, Ken

Kongsuwan, Irena

Krobel, Darryl

Kubat, Greg

Lansing, Mark

Lealke, Helen

Luba, Gayle

Macdonald, Lynn

Macgregor, Kam

March, Wendy

Martin, Rhonda

Masterson, Andrew

Mawani, Rishma

McAdam, Brent

McCue, Christopher

McDavid, Chris

McIntyre, Jason

McKinnon, Dan

Melster, Travis

Mills, Scott

Monteiro, Carlos

Nicol, Courtenay

Niedermaier, Clayton

Niedermaier, Leonard

Paul, Jas

Paulgaard, Ryan

Petersen, Lisa

Peterson, Cindie

Price, Tiernan

Purcell, Fred

Purcell, Tilea

Rae, Larry

Reavie, Brian

Riddell, Derek

Robins, Jonathan

Roblin, Darren

Salzl, Kevin

Schiefner, Lee

Schmidt, Garth

Skulmoski, Gordon

Stephenson, Derrick

Stoebich, Brian

Swift, Joe

Tabios, Cynthia

Tandoc, Ted

Thorburn, Jane

Thorne, Mark

Towne, Helen

Truba, Joshua

Tuck, Jeff

Usher, Laura

Verge, Alex

Wagner, Kevin

Walker, Carrie

Walker, Heather

Watchuk, Ted

Webb, Jim

Webster, Lynn

Wert, Michael

White, Jolene

Wilson, Kristin

Wiltse, Amanda

Wright, Anne

Yu, Jinny
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NuVista has demonstrated 

a disciplined and flexible 

approach to capital, focusing 

on profitable per-share 

growth while maintaining  

a strong balance sheet.
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Management’s  
Discussion and Analysis

Management’s discussion and analysis (“MD&A”) of financial conditions and results of operations should be read in conjunction with NuVista’s 

audited consolidated financial statements for the year ended December 31, 2008. The following MD&A of financial condition and results of 

Form and other disclosure documents for 2008 are available through our filings on SEDAR at www.sedar.com or can be obtained from our 

website at www.nuvistaenergy.com.

Basis of Presentation

The financial data presented below has been prepared in accordance with Canadian Generally Accepted Accounting Principles (“GAAP”). The 

reporting and the measurement currency is the Canadian dollar. For the purpose of calculating unit costs, natural gas is converted to a barrel 

of oil equivalent (“Boe”) using six thousand cubic feet of natural gas equal to one barrel of oil unless otherwise stated. In certain circumstances 

natural gas liquid volumes have been converted to thousand cubic feet equivalent (“Mcfe”) on the basis of one barrel of natural gas liquids to 

six thousand cubic feet. Boe’s and Mcfe’s may be misleading, particularly if used in isolation. A conversion ratio of one barrel to six thousand 

cubic feet of natural gas is based on an energy equivalency conversion method primarily applicable at the burner tip and does not represent 

a value equivalency at the wellhead. 

Forward-looking Statements

Certain information set forth in this document, including management’s assessment of NuVista’s future plans and operations, forecast 

production and growth and production and reserves, drilling plans and results, NuVista’s planned capital budget, the timing, allocation and 

efficiency of NuVista’s capital program and the results therefrom, forecast funds from operations and targeted operating costs, expectations 

regarding the payment of future taxes, the timing of the completion of NuVista’s lenders annual review of NuVista’s reserves and financial results 

and the effect of NuVista’s credit facility, expectations regarding future commodity prices, netbacks and industry conditions, contain forward-

looking statements, which are provided to allow investors to better understand our business. By their nature, forward-looking statements are 

subject to numerous risks and uncertainties, some of which are beyond NuVista’s control, including the impact of general economic conditions, 

from other industry participants, the lack of availability of qualified personnel or management and services, stock market volatility, changes 

in environmental regulations, tax laws and royalties and the ability to access sufficient capital from internal sources and bank and equity 

markets. Readers are cautioned that the assumptions used in the preparation of such information, although considered reasonable at the 

time of preparation, may prove to be imprecise and, as such, undue reliance should not be placed on forward-looking statements. NuVista’s 

actual results, performance or achievement could differ materially from those expressed in, or implied by, these forward-looking statements, 

or if any of them do so, what benefits that NuVista will derive therefrom. NuVista disclaims any intention or obligation to update or revise any 

forward-looking statements, whether as a result of new information, future events or otherwise, except as required by law.

Non-GAAP Measures

Within MD&A, references are made to terms commonly used in the oil and natural gas industry. Management uses funds from operations to 

analyze operating performance and leverage. Funds from operations as presented, does not have any standardized meaning prescribed by 

Canadian GAAP and therefore it may not be comparable with the calculation of similar measures for other entities. Funds from operations 

activities before changes in non-cash working capital and abandonment expenditures. Funds from operations per share is calculated based on 

the weighted average number of common shares outstanding consistent with the calculation of net income per share. Funds from operations 

netbacks equal total revenue including realized commodity derivative gains/losses less royalties, transportation, operating costs, general 

and administrative, restricted share unit and interests expense and cash taxes. Management also uses field netbacks to analyze operating 

performance and adjusted working capital to analyze leverage. Field netbacks and adjusted working capital as presented, do not have any 

standardized meaning prescribed by Canadian GAAP and therefore may not be comparable with the calculation of similar measures for other 

entities. Field netbacks equal the total of revenue including realized commodity derivative gains/losses less royalties, transportation and 

operating costs. Adjusted working capital equals working capital excluding the current portions of future income tax asset or liability and 

commodity derivative asset or liability. Total Boe is calculated by multiplying the daily production by the number of days in the period. 
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A reconciliation of funds from operations is presented in the following table: 

Cash provided by operating activities   232,123  103,184

Add back    

 Asset retirement expenditures  2,516  1,589

 Change in non-cash working capital  46,390  9,020

Funds from operations  281,029 3

Change in Presentation of MD&A Disclosure for Natural Gas Liquids
Prior to 2008, our MD&A disclosures have combined crude oil volumes and natural gas liquid volumes, as natural gas liquid 

volumes were not significant. With the NuVista and Rider Resources Ltd. (“Rider”) business combination (“Rider Acquisition”), 

NuVista has significantly increased its production of natural gas liquids and has determined that it is more appropriate in 

certain circumstances to include these volumes with natural gas volumes on a Mcfe basis. Comparative MD&A disclosure 

impact reported results. 

Plan of Arrangement with Rider Resources Ltd. 

to which all of the issued and outstanding Rider shares were exchanged for common shares of NuVista. Rider shareholders 

received, for each Rider share held, 0.3540 of a NuVista share. The results of operations from the Rider assets have been 

included effective March 4, 2008. 

Operating Activities

13 dry holes, for an overall success rate of 89%. NuVista operated 99 of the wells drilled. During the fourth quarter of 2008, 

NuVista participated in 23 wells resulting in 14 natural gas wells and 9 oil wells. During the fourth quarter, NuVista drilled 

9 gas wells in the Wapiti core area and 4 oil wells in each of our Provost and Central Saskatchewan core areas. With lower 

by reducing our drilling program to approximately 10 wells in the first quarter of 2009. 

Reserves
NuVista’s 2008 year end total proved reserves were 52.8 MMBoe or an 88% increase over the closing balance at year end 

Net Asset Value Per Share

Net present value of oil and gas reserves, discounted at 10%, before tax(1), (3)  1,350,700
Undeveloped land(2)  114,581
Cash, accounts receivable and prepaids  64,851
Accounts payable and accrued liabilities  (50,710)
Long-term debt  (355,407)
Net asset value  1,124,015
Shares outstanding (000s)  79,164

14.20

(1) Company interest reserves (proved plus probable), as at December 31, 2008, as evaluated by GLJ Petroleum Consultants Ltd.
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Production

Natural gas (Mcf/d)    104,946
Liquids (Bbls/d)    2,357

4,472  2,381  88

Total oil equivalent (Boe/d)    24,320

March 2008 and the success of our 2008 drilling program. For the fourth quarter of 2008, NuVista’s average production was 

Revenues

Natural gas

 Production revenue  320,346  8.34
 Realized gain on commodity derivatives  1,869  0.05
Total  322,215  8.39

Liquids

 Production revenue  60,463  70.09
 Realized gain on commodity derivatives  –  –  –  –  –  –

Total  60,463  70.09

 Production revenue  134,529  82.19
 Realized gain (loss) on  
  commodity derivatives  (8,497)  (5.19)
Total  126,032  77.00

For the year ended December 31, 2008, revenues including realized commodity derivative gains and losses were  

oil revenue. The increase in average realized commodity prices is comprised of a 24% increase in the natural gas price to  

For the three months ended December, 2008, revenues including realized commodity derivative gains and losses were  
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Commodity Price Risk Management

  Realized Unrealized Total Realized Unrealized Total 

  Gain (Loss) Gain (Loss) Gain (Loss) Gain (Loss) Gain (Loss) Gain (Loss)

Natural gas  1,869  1,094  2,963  5,248  –  5,248

(8,497)  17,148  8,651
Total gain (loss)  (6,628)  18,242  11,614

As part of our financial management strategy, NuVista has adopted a disciplined commodity price risk management 

program. The purpose of this program is to reduce volatility in our financial results, protect acquisition economics and 

contracts. To achieve NuVista’s price risk management objectives, we enter into both commodity derivative and physical sale 

The following is a summary of commodity price risk management contracts in place as at December 31, 2008:

A. Financial Contracts

(1) January 1, 2009 – December 31, 2009

Natural Gas:

B. Physical Sale Contracts

Natural Gas:

Subsequent to December 31, 2008, the following commodity price risk management contracts have been entered into:

A. Financial Instruments

B. Physical Sale Contracts

(1)

(2)
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Royalties 

Royalty rates  %  %

Natural gas and liquids  25  25

17  13

Weighted average rate  23  23

of 2008 were 20% for natural gas and liquids and 19% for oil compared to 21% for natural gas and liquids and 14% for oil 

anticipated due primarily to the receipt of gas cost allowance credits.

Netbacks
The table below summarizes field netbacks by product for the year ended December 31, 2008:

 

Realized gain (loss) on  

The tables below summarize funds from operations netbacks for the year ended December 31, 2008, compared to the 

Production revenue  515,338  57.90
Realized gain (loss) on  
 commodity derivatives  (6,628)  (0.74)
   508,710  57.16
Royalties  (116,874)  (13.13)
Transportation  (7,632)  (0.86)

(74,504)  (8.37)
Field netback  309,700  34.80
General and administrative  (12,042)  (1.35)  (5,254)  (1.04)  129  30

Restricted share units  (1,120)  (0.13)  –  –  –  –

Interest  (15,509)  (1.74)
Funds from operations netback  281,029  31.58

Transportation
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Operating

 

primarily from increasing cost pressures facing NuVista and the entire industry. For the year ended, December 31, 2008, 

costs associated with optimizing and stabilizing new heavy oil production. We expect these costs to come down in 2009.

General and Administrative

This increase is directly attributable to the higher production base in NuVista, increased staffing levels associated with less 

reliance on Bonavista Petroleum Ltd. (“Bonavista”) for the provision of services, the integration of Rider’s operations and the 

associated move to a new location and higher costs being experienced throughout the energy industry. For the year ended 

services provided by Bonavista. In 2008, NuVista charged Bonavista management fees for jointly owned partnerships totaling 

to bonus accruals.

Gross general and administrative expenses  18,946
(6,904)  (5,389)

Net general and administrative expenses  12,042  5,254

Per Boe  1.35  1.04

Bad Debt Provision

Canadian subsidiaries, SemCAMS ULC and SemCanada Crude Company, filed for creditor protection under the Companies’ 

Creditors Arrangement Act in Canada. NuVista sold natural gas to SemCAMS ULC and crude oil to SemCanada Crude 

Company. NuVista has a financial exposure to these two entities for the period ending July 21, 2008, totaling approximately 

has no ongoing financial exposure with these entities. At this time we are unable to ascertain with certainty the amount that 

will be recoverable but have recorded a provision in the financial statements equal to 100% of the amount owed. We will 

continue to reassess the recoverability of the outstanding balance as more information becomes available.

Stock-based Compensation

Stock-based compensation  4,471  2,833

Restricted share units  1,120  –

Total  5,591  2,833
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stock option awards and the accrual for future payments under the Restricted Share Unit (“RSU”) incentive plan. The increase 

in the expense in 2008 relates primarily to an increase in the number of stock options outstanding and the implementation 

of the RSU incentive plan in January 2008. Each RSU entitles participants to receive cash equal to the market value of the 

equivalent number of shares of NuVista. The RSU’s become payable as they vest, typically over three years. In the fourth 

quarter of 2008, the RSU expense was a credit due to a reduction in the accrual for future payments associated with the 

decline in NuVista’s share price.

Interest
 

on March 3, 2009, and the increase to current market borrowing costs, NuVista’s average borrowing rate increased to 

Depreciation, Depletion and Accretion

Income Taxes

earnings before income tax and the recovery related to reduced federal and provincial tax rates.

Capital Expenditures
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Exploration and development    

 Land and retention costs  37,015
 Seismic  11,709
 Drilling and completion  88,764
 Facilities and equipment  32,117
 Corporate and other  1,876  1,043

 Subtotal  171,481  113,320

Acquisitions    

 Property  29,256(1)

 Subtotal  29,256
Total capital expenditures  200,737
Corporate acquisition – non-cash  594,944  –

Funds From Operations and Net Earnings

and administrative costs. 

due to the same factors impacting funds from operations as well as the impact of a larger unrealized gain on commodity 

derivatives, higher depletion, depreciation and accretion costs and a higher income tax provision. Net earnings increased 

impacting the increase in annual net earnings.

Tax Pools

deduction against future years’ taxable income. The following table summarizes the estimated tax pool balances:
     Maximum 

   Available  Annual 

   Balance  Deduction

Canadian exploration expense    20,000  11,000  100

Canadian development expense    205,000
Canadian oil and natural gas property expense    430,000  191,000  10

Undepreciated capital cost    265,000  89,000  25

5,000  4,000  –

Total tax pools    925,000  355,000 

Liquidity and Capital Resources

fourth quarter funds from operations ratio of 1.5:1. At December 31, 2008, NuVista had an adjusted working capital surplus 
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NuVista’s has a credit facility from a syndicate of primarily Canadian banks with a maximum borrowing amount of  

period or request conversion to a one year term loan. Under the term period, no principal payments would be required 

until March 4, 2010. 

As a result of closing the Rider Acquisition on March 4, 2008 and the concurrent amendment of NuVista’s credit facility, the 

extension of the revolving period from March 3, 2009 until April 30, 2009 in order to return NuVista to its historical annual 

review date. As part of this extension, the credit facility borrowing rates were amended to current market rates and all other 

terms of the credit facility remained unchanged. NuVista’s bank syndicate is in the process of completing their annual review 

of NuVista’s year end reserves and financial information. 

of lower commodity prices and challenging economic environment, NuVista will place increased emphasis on maintaining 

commodity prices and access to bank and equity capital. NuVista’s capital program will be monitored and adjusted based on 

the outlook for commodity prices. At this time NuVista is targeting first half and annual capital expenditures to approximate 

funds from operations. With the closing of the property acquisition on January 29, 2009, NuVista’s current borrowings under 

Goodwill

consideration paid less the fair value of the assets and liabilities acquired. Accounting standards require that the goodwill 

balance be assessed for impairment at least annually or more frequently if events, or changes in circumstances, indicate 

that the balance might be impaired. If such impairment exists, it would be charged to income in the period in which the 

impairment occurs. NuVista has determined that there was no goodwill impairment as of December 31, 2008.

Subsequent Event
In December 2008, NuVista entered into an agreement to acquire certain natural gas properties in the Ferrier/Sunchild, Wapiti 

and Northwest Saskatchewan core areas. Total proved plus probable reserves, based on management’s internal estimates, 

Related Party Activities
In 2003, as part of the Plan of Arrangement with Bonavista Petroleum Ltd. (“Bonavista”), NuVista entered into a Technical 

Services Agreement (“TSA”) with Bonavista. Under the TSA, Bonavista received payment for certain services provided by it 

and Bonavista no longer provides any ongoing services to NuVista.

NuVista and Bonavista are considered related as two directors of NuVista, one of whom is NuVista’s chairman, are also 

directors and officers of Bonavista and a director and an officer of NuVista are also officers of Bonavista. For the year ended 

services provided by Bonavista. In 2008, NuVista charged Bonavista management fees for jointly owned partnerships totalling 

costs that are outside of the services agreement (and TSA) relating to NuVista’s share of direct charges from third parties. As 
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Contractual Obligations and Commitments
NuVista enters into contract obligations as part of conducting business. As NuVista continues to invest in its capital programs, 

we will draw on our bank facility and will have the related contractual obligation. 

The following is a summary of NuVista’s contractual obligations and commitments as at December 31, 2008:

  Total 2009 2010 2011 2012 2013

Annual Financial Information

Production revenue    515,338
Net earnings    88,195
 Per share – basic    1.18
 Per share – diluted    1.18
Balance sheet information     

 Total assets    1,407,296
 Long-term debt    355,407
 Shareholders’ equity    811,300

Quarterly Financial Information

December 31, 2008:

  Dec. 31 Sept. 30 Jun. 30 Mar. 31 Dec. 31 Sept. 30 Jun. 30 Mar. 31

Production  
(Boe/d)  25,688  26,065  26,153  19,339

(thousands, except  

Production  
 revenue  106,982  149,648  161,794  97,064
Net  
 earnings  24,443  53,699  2,905  7,150
Net earnings         

 Per share  
    – basic  0.31  0.68  0.04  0.12  0.21  0.01  0.19  0.10
    – diluted  0.31  0.68  0.04  0.12  0.21  0.01  0.18  0.10

NuVista has seen growth in quarterly production volumes over the prior eight quarters. The increases in production during 

the first and second quarters of 2008 relate primarily to the Rider Acquisition that closed on March 4, 2008. Production 

capital expenditures. The decline in production during the fourth quarter of 2008 related primarily to cold weather and the 

prices and unrealized gains and losses on commodity derivatives. 
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Critical Accounting Estimates
The consolidated financial statements have been prepared in accordance with Canadian generally accepted accounting 

principles. Certain accounting policies are critical to understanding the financial condition and results of operations of NuVista.

A. Proved Oil and Natural Gas Reserves 

Proved oil and natural gas reserves, as defined by the Canadian Securities Administrators in National Instrument 51-101 

high degree of certainty to be recoverable. It is likely that the actual remaining quantities recovered will exceed the estimated 

proved reserves.

An independent reserve evaluator using all available geological and reservoir data as well as historical production data has 

prepared NuVista’s oil and natural gas reserve estimates. Estimates are reviewed and revised as appropriate. Revisions occur 

as a result of changes in prices, costs, fiscal regimes, reservoir performance or a change in the Company’s development 

plans. The effect of changes in proved oil and natural gas reserves on the financial results and position of the Company is 

described below.

B. Depreciation, Depletion and Accretion Expense

NuVista uses the full cost method of accounting for exploration and development activities whereby all costs associated with 

these activities are capitalized, whether successful or not. The aggregate of capitalized costs, net of certain costs related 

to unproved properties, and estimated future development costs is amortized using the unit-of-production method based 

on estimated proved reserves. Changes in estimated proved reserves or future development costs have a direct impact on 

depreciation and depletion expense. 

Certain costs related to unproved properties and major development projects may be excluded from costs subject to depletion 

until proved reserves have been determined or their value is impaired. These properties are reviewed quarterly to determine 

if proved reserves should be assigned, at which point they would be included in the depletion calculation, or for impairment, 

for which any writedown would be charged to depreciation and depletion expense. 

C. Full Cost Accounting Ceiling Test

The carrying value of property, plant and equipment is reviewed at least annually for impairment. Impairment occurs when 

based on estimates of proved reserves, production rates, petroleum and natural gas prices, future costs and other relevant 

assumptions. By their nature, these estimates are subject to measurement uncertainty and the impact on the financial 

statements could be material. Any impairment would be charged as additional depletion and depreciation expense. 

D. Asset Retirement Obligation

The asset retirement obligations are estimated based on existing laws, contracts or other policies. The fair value of the 

obligation is based on estimated future costs for abandonments and reclamations discounted at a credit adjusted risk free 

rate. The costs are included in property, plant and equipment and amortized over its useful life. The liability is adjusted each 

statements could be material. 

E. Income Taxes

The determination of income and other tax liabilities requires interpretation of complex laws and regulations often involving 

multiple jurisdictions. All tax filings are subject to audit and potential reassessment after the lapse of considerable time. 

Accordingly, the actual income tax liability may differ significantly from that estimated and recorded.

F. Goodwill

Goodwill is recorded on a business combination when the total purchase consideration exceeds the fair value of the 

net identifiable assets and liabilities of the acquired entity. The goodwill balance is not amortized, however, and must 

be assessed for impairment at least annually. Impairment is initially determined based on the fair value of a reporting 

unit compared to its book value. Any impairment must be charged to earnings in the period the impairment occurs. The 

Company has one reporting unit, being the entity as a whole, and as at December 31, 2008, we have determined there was 

no goodwill impairment.



40

2008 Annual Report  /  Management’s Discussion and  Analysis

Update on Regulatory Matters 

A. New Alberta Royalty Framework

containing the Government’s proposals for Alberta’s new royalty regime, which was followed by the Mines and Minerals 

(New Royalty Framework) Amendment Act, 2008, which was given Royal Assent on December 2, 2008. The NRF and the 

applicable new legislation became effective on January 1, 2009. The NRF establishes new royalty rates for conventional 

oil, natural gas and oil sands. The new royalty rates for conventional oil are set by a single sliding rate formula which is 

applied monthly and increases the old royalty from 30% to 35% applied to the old and new tiers, to up to 50% and with rate 

price of oil and well production.

In response to the drop in commodity prices experienced during the second half of 2008, the Government of Alberta announced 

on November 19, 2008, the introduction of a five year program of transitional royalty rates with the intent of promoting new 

drilling. Under this new program companies drilling new natural gas or conventional oil deep wells (between 1,000 and 3,500 

metres) will be given a one-time option, on a well by well basis, to adopt either the new transitional royalty rates or those 

outlined in the NRF. In order to qualify for this program wells must be drilled during the period starting on November 19, 

2008 and ending on December 31, 2013. Following this period all new wells drilled will automatically be subject to the NRF.

deep oil and gas reserves, and these are: (a) a five-year oil program for exploration wells over 2,000 metres that will provide 

royalty adjustments to offset higher drilling costs and provide a greater incentive for producers to continue to pursue new, 

(b) a five-year natural gas deep drilling program that will replace the existing program in order to encourage continued deep 

gas exploration for wells deeper than 2,500 metres (the program will create a sliding scale of royalty credit according to depth, 

significant benefit from the TRP in 2009 as the majority of NuVista’s wells converted to the NRF on January 1, 2009.

As a result of the current global financial crisis, Premier Ed Stelmach stated on February 5th, 2009, that the Government of 

Alberta was going to provide incentives to junior and mid-size companies with the objective of easing access to capital for 

such companies and promoting investment.

economic activity in Alberta which included a drilling royalty credit for new conventional oil and natural gas wells and a new 

conventional oil and natural gas wells drilled between April 1, 2009 and March 31, 2010, subject to certain maximum amounts. 

The maximum credits available will be determined by the company’s production level in 2008 and its drilling activity between 

April 1, 2009 and March 31, 2010. Based on NuVista’s 2008 production, we will be entitled to a maximum credit of 40% of 

royalties payable in the period April 1, 2009, and March 31, 2010. The new well incentive program will apply to wells beginning 

production of conventional oil and natural gas between April 1, 2009 and March 31, 2010 and provides for a maximum 5% 

royalty rate for the first 12 months of production, up to a maximum of 50,000 barrels or 500 MMcf of natural gas.

As royalties under the NRF are sensitive to both commodity prices and production levels, the estimated NRF Alberta and 

performance and location of new wells drilled. 

B. Internal Controls Over Financial Reporting

of Disclosure in Issuers’ Annual and Interim Filings. The changes include the requirement to provide certification of the 

effectiveness of internal controls over financial reporting for years ending after December 15, 2008.

Update on Accounting Policies and Financial Reporting Matters

A.  Capital Disclosures

Effective January 1, 2008, NuVista adopted the new CICA accounting standard Section 1535, Capital Disclosures. Section 1535 

specifies the disclosure of an entity’s objectives, policies and processes for managing capital, quantitative data about what it 

manages as capital, any externally imposed capital requirements, and the consequences of non-compliance. Refer to note 12 

of the consolidated financial statements.
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B.  Financial Instruments

extent and risk arising from the financial instruments and how it manages those risks. Refer to note 13 of the consolidated 

financial statements.

C. Goodwill

goodwill subsequent to initial recognition and establishes standards for the recognition, measurement, presentation and 

disclosure of goodwill and intangible assets. This new standard is not expected to have a material impact on NuVista’s 

consolidated financial statements.

D. International Financial Reporting Standards

In February 2008, the Canadian Accounting Standards Board confirmed January 1, 2011 as the effective date for the 

requirement to report under International Financial Reporting Standards (“IFRS”) with comparative periods 2010 

converted as well. Canadian generally accepted accounting principles as we currently know them, will cease to exist for 

all publicly reporting entities. Currently, the application of IFRS to the oil and gas industry in Canada requires considerable 

clarification. The Canadian Securities Administrators are in the process of examining changes to securities rules as a 

result of this initiative. 

In order to meet the requirement to transition to IFRS, NuVista has appointed internal staff to lead the conversion project 

along with sponsorship from an executive steering committee. NuVista has also involved the external auditors throughout 

the conversion project. NuVista has provided training to key employees, completed a preliminary analysis of the 

accounting differences and is monitoring the impact of the transition on its business practices, information systems and 

internal controls over financial reporting. Changes in accounting policies are likely and may materially impact NuVista’s 

consolidated financial statements. However, continued progress is necessary before NuVista is in a position to quantify 

the impact on the financial results.

E. Business Combination

In December 2008, the CICA issued the new accounting standard Section 1582, Business Combination replacing Section 1581. 

This Section establishes principles and requirements for accounting for business combinations. Significant changes include 

determination of the purchase price based on the fair value of shares exchanged at the market price on the acquisition or 

closing date. The new guidance also requires that all acquisition related costs be expensed as incurred, and contingent 

liabilities are to be measured at fair value at acquisition date and re-measured to fair value at each reporting period through 

earnings until settled. In addition, negative goodwill is required to be recognized in earnings on the acquisition date. The new 

Section will be applied prospectively effective January 1, 2011.

Internal Control Reporting

are responsible for establishing and maintaining disclosure controls and procedures and internal controls over financial 

reporting as defined in NI 52-109.

Disclosure controls and procedures have been designed to ensure that information to be disclosed by NuVista is 

accumulated and communicated to management as appropriate to allow timely decisions regarding required disclosure. 

2008 and have concluded that they provide reasonable assurance that all material information relating to the Company is 

disclosed in a timely manner.

Internal controls over financial reporting are designed to provide reasonable assurance regarding the reliability of the 

NuVista’s internal controls over financial reporting as at December 31, 2008 based on the framework in “Internal Control 

assurance regarding the reliability of financial reporting and the preparation of the financial statements for external purposes 

in accordance with GAAP. During the year ended December 31, 2008, there have been no changes to the Company’s internal 

controls over financial reporting that have materially, or are reasonably likely to, materially affect the internal controls over 

financial reporting. 
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Because of their inherent limitations, disclosure controls and procedures and internal controls over financial reporting may 

not prevent or detect misstatements, errors or fraud. Control systems, no matter how well conceived or operated, can provide 

only reasonable, not absolute assurance that the objectives of the control systems are met.

Assessment of Business Risks
The following are the primary risks associated with the business of NuVista. Most of these risks are similar to those affecting 

others in the conventional oil and natural gas sector. NuVista’s financial position and results of operations are directly 

impacted by these factors:

practices and environmental protection relating to the oil and natural gas industry.

NuVista seeks to mitigate these risks by:

with development potential;

creditworthy counterparties;

and transacting with creditworthy counterparties;

these changes may have on our operations;

business plan.

OUTLOOK 
Although the current financial and commodity markets create considerable uncertainty on the near term, NuVista will be 

program will be reviewed continually throughout the year in the context of commodity and financial markets. We look at 

2009 as a year that will have as many opportunities as challenges. 

risk management contracts currently in place but do not include any benefits associated with the Alberta Government’s 

announcement of royalty incentives on March 3, 2009. Based on this forecast of funds from operations, our Board of 
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expenditures based upon market conditions. New royalty incentives announced on March 3, 2009 will improve rates of 

opportunities in 2009 and a growing prospect inventory heading into 2010. We will continue to invest human resources 

and capital on our emerging resource plays in order to develop a thorough understanding of recovery concepts. We will 

advance these projects in 2009 by drilling new wells to assess recovery from each of these resource plays. 

For the first half of 2009, our objective will be to limit capital spending to our funds from operations. Capital spending 

of cold weather on production in January, production from the property acquisition that closed on January 29, 2009, the 

delayed tie-in of production volumes in February, and the tie-in of our Dunvegan wells in March 2009. Based on field 

by the industry. We plan to maintain our financial discipline during this period of low commodity prices and economic 

working capital to annualized fourth quarter funds from operations of 1.5:1. In addition to the prudent management of 

debt, price risk management activities have always played an important role in the execution of our business plan and 

management of financial risk. Details of our price risk management activities are outlined in our MD&A and notes to the 

financial statements. 

NuVista will continue to plan for the future. We will continue to focus on our core strategy of cost control and applying the 

expertise of our technical staff to our current operating regions, through both our exploration and development program 

and strategic acquisitions. The execution of these strategies is expected to allow us to continue to grow our production and 

reserves on a per share basis, consistently and profitably over the long term. With a strong team of over 125 dedicated and 

shareholder value over the long term using a disciplined and sustainable approach to profitable per share growth within 

a constructive environment of integrity, respect and open idea generation. 

natural gas prices, however we must be prepared to endure an extended period of low prices before this recovery occurs. 

We believe our counter-cyclical strategy of acquiring premium assets at attractive prices over the next two to three years 

and optimizing production from these assets will richly reward our stakeholders over the long term. Throughout our 

capital with a focus on profitable per share growth while maintaining a strong balance sheet. NuVista will continue with 

this approach in 2009.
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Management’s Report 
The preparation of the accompanying consolidated financial statements in accordance with accounting principles generally 

accepted in Canada is the responsibility of management. Financial information contained elsewhere in the Annual Report is 

consistent with that in the consolidated financial statements.

Management is responsible for the integrity and objectivity of the financial statements. Where necessary, the financial statements 

include estimates, which are based on management’s informed judgements.

Management has established systems of internal controls, which are designed to provide reasonable assurance those 

assets, are safeguarded from loss or unauthorized use and to produce reliable accounting records for the preparation of 

financial information.

of the effectiveness of our internal controls over financial reporting. Management has concluded that as of December 31, 2008, 

our internal controls were effective. Because of the inherent limitations, internal controls over financial reporting may not 

prevent or detect misstatements and even those systems determined to be effective can provide only reasonable assurance with 

respect to the financial statement preparation and presentation.

The Board of Directors is responsible for ensuring management fulfils its responsibilities for financial reporting and internal 

controls. It exercises its responsibilities primarily through the Audit Committee, all of whose members are non-management 

directors. The Audit Committee has reviewed the consolidated financial statements with management and the auditors and has 

reported to the Board of Directors which have approved the consolidated financial statements.

KPMG LLP are independent auditors appointed by NuVista’s shareholders and have audited the consolidated financial 

statements in accordance with generally accepted auditing standards to enable them to express and opinion on the fairness of 

the consolidated financial statements.

Alex G. Verge     Robert F. Froese 

March 5, 2009

Auditors’ Report 

on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require 

that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 

misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 

statements. An audit also includes assessing the accounting principles used and significant estimates made by management, 

as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 

accordance with Canadian generally accepted accounting principles.

Chartered Accountants 

Calgary, Canada, March 5, 2009

lex G Verge
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Assets

Current assets

Cash and cash equivalents 139 –

Accounts receivable and prepaids (note 4) 64,712
Commodity derivative asset (note 13) 16,513 –

  81,364
1,242,216

83,716 54,439

  1,407,296

Liabilities and Shareholders’ Equity   

Current liabilities 

Accounts payable and accrued liabilities  50,710
Commodity derivative liability (note 13) –
Future incomes taxes (note 11) 4,954 –

  55,664
Long-term debt (note 9) 355,407
Compensation liability (note 10) 850 –

Asset retirement obligations (note 8) 46,296
Future income taxes (note 11)  137,779
Shareholders’ equity

Share capital, warrants and contributed surplus (note 10) 598,042 245,212

Accumulated other comprehensive income (note 10) –
Retained earnings 213,258

  811,300
  1,407,296

See accompanying notes to consolidated financial statements.

Approved on behalf of the Board:

 

Director      Director

March 5, 2009

Consolidated Balance Sheets
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Consolidated Statements of 
Earnings, Comprehensive Income 
and Retained Earnings

Revenues

 Production  515,338
 Royalties  (116,874)
 Realized gain (loss) on commodity derivatives   (6,628)
 Unrealized gain (loss) on commodity derivatives   18,242
   410,078
Expenses

74,504
 Transportation   7,632  4,422

 General and administrative   12,042  5,254

 Bad debt provision (note 4)  4,758  –

 Interest  15,509  9,510

 Stock-based compensation (note 10)  5,591  2,833

 Depreciation, depletion and accretion   164,211
   284,247  143,815

Earnings before income and other taxes  125,831  23,985

 Future income tax expense (reduction) (note 11)  37,636  (2,342)

Net earnings   88,195
Other comprehensive income

 Amortization of fair value of financial instruments (note 10)  (17)  (888)

Comprehensive income  88,178  25,439

Retained earnings, beginning of year  125,063  

Retained earnings, end of year  213,258
Net earnings per share – basic  1.18  0.51

Net earnings per share – diluted  1.18  0.51

See accompanying notes to consolidated financial statements.
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Consolidated Statements  

of Cash Flows

Cash provided by (used in)  

Operating Activities  

 Net earnings  88,195
 Items not requiring cash from operations   

  Depreciation, depletion and accretion  164,211
  Stock-based compensation   4,471  2,833

  Bad debt provision  4,758  –

  Unrealized gain (loss) on commodity derivatives   (18,242)
  Future income taxes  37,636  (2,342)

 Asset retirement expenditures  (2,516)  (1,589)

 Increase in non-cash working capital items  (46,390)  (9,020)

   232,123  103,184 

Financing Activities

 Issue of share capital and warrants, net of share issuance costs  90,246
 Increase in long-term debt  178,298
 Repayment of long-term debt  (305,584)  –

   (37,040)
Investing Activities

(169,936)  (113,320)

 Transaction costs on Rider acquisition  (4,146)  –

 Property acquisition  (26,656)
 Deposit in capital asset acquisition  –
 Decrease (increase) in non-cash working capital  5,794
   (194,944)
Increase in cash and cash equivalents  139  –

Cash and cash equivalents, beginning of year  –  –

Cash and cash equivalents, end of year  139  –

See accompanying notes to consolidated financial statements.
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Notes to Consolidated 
Financial Statements

1. Significant Accounting Policies 
NuVista Energy Ltd. (“NuVista” or the “Company”) was established with an effective date of July 2, 2003 under a Plan of 

Arrangement entered into by Bonavista Energy Trust (the “Trust”), Bonavista Petroleum Ltd. (“Bonavista”) and NuVista. 

Under the Plan of Arrangement, various assets of Bonavista comprising of certain producing and exploration assets were 

transferred to NuVista.

Management has prepared its consolidated financial statements in accordance with Canadian Generally Accepted Accounting 

Principles. As a determination of many assets, liabilities, revenue and expenses is dependent upon future events, the 

preparation of these consolidated financial statements requires the use of estimates and assumptions, which have been 

made using careful judgment. In particular, the amounts recorded for depreciation and depletion of oil and natural gas 

properties and equipment, the provision for asset retirement obligations and stock-based compensation are based on 

estimates. The ceiling test is based on estimates of proved reserves, production rates, future oil and natural gas prices, 

future costs and other relevant assumptions. By their nature, these estimates are subject to measurement uncertainty and 

the effect on the financial statements of changes in such estimates in future periods could be significant. All tabular amounts 

are in thousands of Canadian dollars, except per share amounts, unless otherwise stated. 

A.  Principles of Consolidation

The consolidated financial statements include the accounts of NuVista and its wholly owned subsidiaries and proportionate 

share of its partnerships, which are jointly owned with Bonavista.

B.  Oil and Natural Gas Properties and Equipment 

NuVista follows the full cost method of accounting, whereby all costs associated with the exploration for and development of oil 

and natural gas reserves are capitalized in cost centres on a country-by-country basis. Such costs include land acquisitions, 

drilling, well equipment and geological and geophysical activities. Gains or losses are not recognized upon disposition of oil 

and natural gas properties unless crediting the proceeds against accumulated costs would result in a change in the rate of 

depletion by 20% or more.

Costs capitalized in the cost centres, including well equipment, together with estimated future capital costs associated with 

proved reserves, are depreciated and depleted using the unit-of-production method which is based on gross production and 

estimated proved oil and natural gas reserves as determined by independent engineers. The cost of unproven properties 

is excluded from the depreciation and depletion base. For purposes of the depreciation and depletion calculations, oil and 

natural gas reserves are converted to a common unit of measure on the basis of their relative energy content, being six 

thousand cubic feet of natural gas for one barrel of oil. Facilities are depreciated using the declining balance method over 

their useful lives, which range from 12 to 15 years. Costs associated with office furniture, fixtures, leasehold improvements 

and information technology are carried at cost and depreciated on a 20% declining balance.

amount in a cost centre is recoverable and does not exceed the fair value of the properties in the cost centre. The carrying 

proved reserves, the lower of cost and market of unproved properties and the cost of major development projects exceeds 

the carrying amount of the cost centre. When the carrying amount is not assessed to be recoverable, an impairment loss is 

from the production of proved plus probable reserves, the lower of cost and market of unproved properties and the cost of 

and are discounted using a risk-free interest rate.
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C. Joint Interest Operations

A portion of NuVista’s oil and natural gas operations is conducted jointly with others. Accordingly, the consolidated financial 

D. Goodwill

Goodwill represents the excess of purchase price over the fair value of net assets acquired in a business combination. 

Goodwill is tested for impairment on an annual basis at the year-end balance sheet date, or as events occur that could 

result in impairment. Impairment is recognized based on the fair value of the reporting unit compared to the book value of 

the reporting unit. If the fair value is less than the book value, impairment is measured by allocating the fair value of the 

identifiable assets and liabilities as if the reporting unit has been acquired in a business combination for a purchase price 

equal to its fair value. The excess of the fair value over the amounts assigned to the identifiable assets and liabilities is the 

fair value of goodwill. Any excess of the value over the implied fair value of goodwill is recognized as an impairment loss in 

the period which it occurs. 

E. Asset Retirement Obligations

NuVista records a liability for the fair value of legal obligations associated with the retirement of long-lived tangible assets in 

is a corresponding increase in the carrying amount of the related asset known as the asset retirement cost, which is depleted 

upon settlement of the obligations are charged against the liability. 

F. Revenue Recognition

Revenues from the sale of oil and natural gas are recorded when title passes to an external party.

G. Financial Instruments

(I) FINANCIAL INSTRUMENTS – RECOGNITION AND MEASUREMENT

All financial instruments within its scope, including all derivatives are to be recognized on the consolidated balance sheet 

initially at fair value. Subsequent measurement of all financial assets and liabilities except those held-for-trading and 

available for sale are measured at amortized cost determined using the effective interest rate method. Held-for-trading 

financial assets are measured at fair value with changes in fair value recognized in earnings. Available-for-sale financial 

assets are measured at fair value with changes in fair value recognized in comprehensive income and reclassified to earnings 

when derecognized or impaired. NuVista has classified its accounts receivable as loans and receivables which are measured 

at amortized cost. Accounts payable and accrued liabilities and long-term debt are classified as other financial liabilities 

which are measured at amortized cost. Financial derivatives are designated as held for trading which are measured at fair 

value. Changes to the measurement of existing financial assets and liabilities at the date of adoption were adjusted to either 

opening retained earnings or opening accumulated other comprehensive income. The Company immediately expenses all 

transaction costs incurred in relation to the acquisition of a financial asset or liability.

(II) DERIVATIVES

NuVista continues to utilize financial derivatives and non-financial derivatives, such as commodity sales contracts requiring 

physical delivery, to manage the price risk attributable to anticipated sale of oil and natural gas production. 

NuVista has elected to account for its commodity sales contracts which were entered into and continue to be held for the 

purpose of receipt or delivery of non-financial items in accordance with its expected purchase, sale or usage requirements as 

executory contracts rather than as non-financial derivatives.

hedge accounting for all existing commodity derivatives. Net derivative gains in accumulated other comprehensive income 

Commencing January 1, 2009, the changes in fair value of such derivatives are recognized in net earnings as incurred. 

 (III) EMBEDDED DERIVATIVES

date for accounting for any potential embedded derivatives. NuVista did not identify any material embedded derivatives which 

required separate recognition and measurement.
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(IV) OTHER COMPREHENSIVE INCOME

The new Comprehensive Income standard, Section 1530, requires a new statement of comprehensive income, which is 

comprised of net earnings and other comprehensive income which, for NuVista, to date relate to changes in gains or losses 

H. Stock-based Compensation

NuVista has equity incentive plans, which are described in note 10, Shareholders’ equity. These stock-based compensation 

plans for employees do not involve the direct award of stock, or call for the settlement in cash or other assets. Upon the 

exercise of stock options, consideration received together with the amount previously recognized in contributed surplus 

is recorded as an increase to share capital. NuVista uses the fair value method for valuing stock option grants. Under this 

method, the compensation cost attributable to all share options granted is measured at fair value at the grant date and 

expensed over the vesting period with a corresponding increase to contributed surplus.

I. Income taxes

NuVista follows the asset and liability method of accounting for income taxes. Under this method, income tax liabilities and 

assets are recognized for the estimated tax consequences attributable to differences between the amounts reported in the 

consolidated financial statements of NuVista and its respective tax base using substantively enacted future income tax rates. 

The effective change in income tax rates on future tax liabilities and assets is recognized in income in the period in which the 

change occurs. Temporary differences arising on acquisitions result in future tax assets and liabilities.

J. Per Share Amounts

shares were exercised or converted to common shares. The treasury stock method is used to determine the dilutive effect of 

stock options and other dilutive instruments.

K. Cash and Cash Equivalents

Cash and cash equivalents are comprised of cash and short-term investments that are highly liquid in nature and have an 

original maturity date of three months or less.

L. Comparative Figures

Certain prior period amounts have been reclassified to conform with current year’s presentation.

2. Adoption of New Accounting Policies

A. Capital Disclosures

Effective January 1, 2008, the Company adopted the new CICA accounting standard Section 1535, Capital Disclosures. Section 

1535 specifies the disclosure of an entity’s objectives, policies and processes for managing capital, quantitative data about 

what it manages as capital, any externally imposed capital requirements, and the consequences of non-compliance. Refer to 

note 12, Capital Risk Management.

B. Financial Instruments

disclosure on the nature, extent and risk arising from the financial instruments and how the entity manages those 

risks. Refer to note 13, Risk Management Activities.

C. Restricted Share Units

The Company has established a cash-based Restricted Share Unit (“RSU”) Incentive Plan for employees, and officers. 

Compensation expense associated with the RSU is determined based on market value at each reporting period which is 

recognized in earnings over the vesting period with a corresponding increase or decrease in compensation liability. Refer to 

note 10, Shareholders’ Equity. 
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3. Future Accounting Changes

A. Goodwill

goodwill subsequent to initial recognition and establishes standards for the recognition, measurement, presentation 

and disclosure of goodwill and intangible assets. This new standard is not expected to have a material impact on the 

Company’s consolidated financial statements.

B. International Financial Reporting Standards

In February 2008, the Canadian Accounting Standards Board confirmed January 1, 2011 as the effective date for the 

requirement to report under International Financial Reporting Standards (“IFRS”) with comparative 2010 periods converted as 

well. Canadian generally accepted accounting principles as we currently know them, will cease to exist for all public reporting 

entities. Currently, the application of IFRS to the oil and gas industry in Canada requires considerable clarification. The 

Canadian Securities Administrators are in the process of examining changes to securities rules as a result of this initiative. 

In order to meet the requirement to transition to IFRS, the Company has appointed internal staff to lead the conversion project 

along with sponsorship from an executive steering committee. NuVista has also involved the external auditors throughout the 

conversion project. The Company has provided training to key employees, completed a preliminary analysis of the accounting 

differences and is monitoring the impact of the transition on its business practices, information systems and internal controls 

over financial reporting. Changes in accounting policies are likely and may materially impact the Company’s consolidated 

financial statements. However, continued progress is necessary before the Company is in a position to quantify the impact 

on the financial results.

C. Business Combination

In December 2008, the CICA issued the new accounting standard Section 1582, Business Combination replacing Section 1581. 

This Section establishes principles and requirements for accounting for business combinations. Significant changes include 

determination of the purchase price based on the fair value of shares exchanged at the market price on the acquisition or 

closing date. The new guidance also requires that all acquisition related costs be expensed as incurred, and contingent 

liabilities are to be measured at fair value at acquisition date and remeasured to fair value at each reporting period through 

earnings until settled. In addition, negative goodwill is required to be recognized in earnings on the acquisition date. The new 

Section will be applied prospectively effective January 1, 2011. 

4. Accounts Receivable Provision

LP’s Canadian subsidiaries, SemCAMS ULC and SemCanada Crude Company, filed for creditor protection under the 

Companies’ Creditors Arrangement Act in Canada. NuVista sold natural gas to SemCAMS ULC and crude oil to SemCanada 

with these two entities to terminate sales contract effective July 22, 2008, and therefore NuVista has no ongoing financial 

exposure with these entities. At this time, the Company is unable to ascertain with certainty the amount that will be recovered 

but has recorded a provision in the financial statements equal to 100% of the amount owed. The recoverability of the 

outstanding balance will continue to be reassessed as more information becomes available. The Company’s allowance for 

5. Acquisitions

BUSINESS COMBINATION

In March 2008, the Company completed the acquisition of all of the issued and outstanding common shares of Rider Resources 

common shares of the Company for each Rider share owned. The Company issued approximately 19.8 million common 

of acquisition. The allocation of the net purchase price to assets acquired and liabilities assumed based on their fair values 

was as follows:
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  Amount

Purchase Price 

Allocation of purchase price 

 Property, plant and equipment    594,944

 Bank loan    (288,901)

 Financial instrument    (19,251)

 Asset retirement obligations    (8,505)

6. Oil and Natural Gas Properties and Equipment

   Accumulated Net  Accumulated Net 

   Depreciation Book  Depreciation Book  

  Cost & Depletion Value Cost & Depletion Value

 1,496,120  522,641  973,479
Facilities  301,828  33,091  268,737
   1,797,948  555,732  1,242,216

NuVista has performed the ceiling test as of December 31, 2008, and no impairment was required. The test was calculated 

using the benchmark reference prices at January 1 for the years 2009 to 2014 and thereafter, adjusted for commodity 

differentials specific to NuVista, as determined by independent engineers.

Benchmark Reference Price Forecasts
      

   2009  2010  2011  2012  2013  2014 Thereafter(1)

(1) Escalated at 2% per year thereafter.

7. Goodwill
The Company tested goodwill for impairment at December 31, 2008. Based upon this review, the Company has determined 

that there is no goodwill impairment as of December 31, 2008.

8. Asset Retirement Obligations
Total asset retirement obligations are based on estimated costs to reclaim and abandon ownership interests in oil and 

natural gas assets including well sites, gathering systems and processing facilities. At December 31, 2008, the estimated 

value of the asset retirement obligations. The change in assumptions is due to changes in per well cost estimates.



54

2008 Annual Report  /  Notes to Consolidated Financial Statements

 A reconciliation of the asset retirement obligations is provided below:

Balance, beginning of year  26,574
 Accretion expense  3,026  1,841

 Liabilities incurred  7,203  2,429

 Liabilities acquired (see note 5)  8,505
 Change in assumptions  3,504  1,044

 Liabilities settled  (2,516)  (1,589) 

Balance, end of year  46,296

9. Long-term Debt 

libor advances. These advances bear interest at the bank’s prime rate and/or at money market rates plus a stamping fee. 

review by the lenders, at which time a lender can request conversion to a one year term loan. Under the term period, no 

principal payments would be required until March 4, 2010. As such, this credit facility is classified as a long-term liability. As 

As a result of closing the Rider Acquisition on March 4, 2008 and the concurrent amendment of the Company’s credit facility, 

an extension of the revolving period from March 3, 2009 until April 30, 2009 in order to return NuVista to its historical annual 

review date. As part of this extension, the credit facility borrowing rates were amended to current market rates. All other 

terms of the credit facility remain unchanged. 

10. Shareholders’ Equity

A. Share Capital, Warrants and Contributed Surplus

Share capital  587,460  240,245

Warrants  3,454  –

Contributed surplus  7,128
Total  598,042  245,212

B. Authorized

Unlimited number of voting Common Shares and 1,200,000 Class B Performance Shares.

C. Common Shares Issued

Balance, beginning of year  52,704  240,245
 Issued for cash  6,000  80,546
 Issued on Rider acquisition  19,844  256,195  –  –

 Conversion of Class B Performance shares  –  –  231  3

 Exercise of stock options  616  6,545
 Stock-based compensation  –  4,144
 Cost associated with shares issued,  

–  (215)  –  (1,439)

Balance, end of year  79,164  587,460
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D. Warrants
 2008

Balance, beginning of year  –  –
 Issued  3,000  3,454

Balance, end of year  3,000  3,454

At December 31, 2008, there were 3.0 million common share purchase warrants outstanding. Each warrant entitled the 

E. Contributed Surplus

Balance, beginning of year  4,967
 Stock-based compensation  6,305  4,008

 Exercise of stock options  (4,144)
Balance, end of year  7,128

F. Accumulated Other Comprehensive Income

Balance, beginning of year  17  –

 Transition adjustment for discontinuance of hedge accounting, net of tax  –  905

 Reclassification to net earnings during the period, net of tax  (17)  (888)

Balance, end of year  –

G. Per Share Amounts

H. Stock Options

The Company has established a stock option plan whereby officers, directors, employees and service providers may be 

granted options to purchase common shares. Prior to December 2008, options granted vest at the rate of 25% per year and 

expire two years after the date of vesting to a maximum term of six years. Amendments to the stock option plan were made 

effective December 2008. Pursuant to the amendments, options subsequently granted will vest at the rate of 33% per year 

and expire 2.5 years after the date of vesting. The total stock options outstanding plus the Class B Performance Shares 

cannot exceed 10% of the outstanding common shares. The summary of stock options transactions for the years ended 

   Weighted  Weighted 

   Average  Average 

   Exercise  Exercise 

  Number Price Number Price

Balance, beginning of year  4,046,400  13.46
 Granted  3,263,260  13.64
 Exercised  (615,675)  10.63
 Forfeited  (508,715)  14.63
 Expired  (73,325)  17.64
Balance, end of year  6,111,945  13.69
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The following table summarizes stock options outstanding and exercisable under the plan at December 31, 2008:

    Weighted 

    Average Weighted  Weighted 

   Number Remaining Average Number Average 

 

I. Stock-based Compensation

The Company uses the fair value based method for the determination of the stock-based compensation costs. The fair value 

of each option granted was estimated on the date of grant using the Black-Scholes option pricing model. In the pricing model, 

J. Restricted Share Units

In January 2008, the Board of Directors approved a RSU Incentive Plan for employees and officers. Each RSU entitles 

participants to receive cash equal to the market value of the equivalent number of shares of the Company. The RSU’s become 

payable as they vest over their lives, typically three years. 

 

expense was based on the trading price of the Company’s shares on December 31, 2008.

The following table summarizes the change in RSU for the year ended December 31, 2008:

  2008

     Number

Balance, beginning of year    –
 Granted    390,163
 Forfeited    (38,620)
Balance, end of year    351,543

The following table summarizes the change in compensation liability relating to the RSU’s:

  2008

Balance, beginning of year    –
 Change during the year    1,461
Balance, end of year    1,461
Compensation liability – current (included in accounts payable and accrued liabilities)    611
Compensation liability – long-term    850



57

NuVista Energy Ltd.

11. Income and Other Taxes
The provision for income tax differs from the result of which would have been obtained by applying the combined Federal and 

Provincial income tax rate to the income before taxes. This difference results from the following items:

Expected tax rate  30.8%  33.8%

Expected tax expense  38,693  8,124

Effect of change in tax rate  (7,691)  (11,425)

Stock-based compensation  1,375  959

Change in estimate pool balances  5,259  –

Future income tax expense  37,636  (2,342)

Future income tax liabilities  

115,060
 Facilities and well equipment  36,921
 Commodity derivative contracts  4,954  –

Future income tax assets  

 Asset retirement obligations  (12,537)
 Share issue costs  (1,633)  (1,015)

(32)
Net future income tax liability  142,733
Future income tax liability – current  4,954  –

Future income tax liability – long-term  137,779

12. Capital Risk Management
The Company’s objectives when managing capital are: (i) to deploy capital to provide an appropriate return on investment 

business cycle.

as stated above and to respond to changes in economic conditions and the risk characteristics of the underlying assets. 

The Company considers its capital structure to include share capital, long-term debt, and working capital. In order to 

maintain or adjust its capital structure, the Company may issue new shares, raise debt, refinance existing debt and adjust 

capital spending.

A key measure the Company utilizes in evaluating its capital structure is the ratio of net debt to annualized funds from 

operations. The ratio is calculated as net debt, defined as outstanding long-term debt plus or minus working capital 

adjusted for the current portion of commodity derivative asset or liability and current portion of future income tax asset 

capital for the most recent calendar quarter. The Company’s strategy is to maintain a net debt to annualized funds from 

operations ratio of less than 2.0:1. At December 31, 2008, the Company had a ratio of net debt to annualized funds from 

The Company’s share capital is not subject to external restrictions; however the credit facility borrowing commitment is 

based on the lender’s semi-annual review of the Company’s petroleum and natural gas reserves. The Company is subject 

to various covenants under its credit facility. Compliance with these covenants is monitored on a regular basis and as 

at December 31, 2008, the Company was in compliance with all covenants. There were no changes to the Company’s 

approach to capital management during the year.
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13. Risk Management Activities

A. Financial Instruments

The Company’s financial instruments recognized in the consolidated balance sheet consist of cash and cash equivalents, 

accounts receivable, commodity derivative contracts, accounts payable and accrued liabilities, and bank loan. Unless 

term maturities. The estimated fair values of recognized financial instruments have been determined based on the 

Company’s assessment of available market information and appropriate methodologies, through comparisons to similar 

instruments, or third party quotes.

(I) AS AT DECEMBER 31, 2008, THE COMPANY HAS ENTERED INTO THE FOLLOWING CRUDE OIL CONTRACTS: 

(1) January 1, 2009 – December 31, 2009

As at December 31, 2008, the Company has entered into the following natural gas contracts:

(II) PHYSICAL SALE CONTRACTS

As at December 31, 2008, the Company has entered into direct sale natural gas contracts as follows:

B. Credit Risk

Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to meet its contractual 

obligation. The Company is exposed to credit risk with respect to its accounts receivables. Most of the Company’s accounts 

receivable arises from transactions with joint venture partners and oil and natural gas sales with petroleum and natural gas 

marketers. The Company mitigates its credit risk by entering into contracts with established counterparties that have strong 

credit ratings and reviewing its exposure to individual counterparties on a regular basis. 

were past due. The Company considers all amounts greater than 90 days past due. These past due accounts receivable are 

considered to be collectible, except as described in note 4. When determining whether past due accounts are uncollectible, 

the Company factors in the past credit history of the counterparties. As at December 31, 2008, the Company had an allowance 

The carrying amount of accounts receivable and cash and cash equivalents represents the maximum credit exposure risk to 

the Company. The Company did not have accounts receivable balances owing from counterparties that constituted more than 

10% of the total revenue during the year ended December 31, 2008. 

C. Liquidity Risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due. The Company 

program, managing maturity profiles of financial assets and financial liabilities, maintaining a revolving credit facility with 

sufficient capacity, and managing its commodity price risk management program. These activities ensure that the Company 

has sufficient funds to meet its financial obligations when due. 
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  2008 2009 2010 2011 2012 Thereafter 

D. Market Risk

commodity price risk, currency risk, and interest rate risk. The objective of market risk management is to manage the 

Company’s exposure to these risks to within acceptable parameters, while optimizing returns.

(I) COMMODITY PRICE RISK

The Company is engaged in exploration, development and production activities in Canada and as a result has exposure to 

environmental factors which affect the levels of supply and demand. The Company sells all of its crude oil, natural gas and 

natural gas liquids in Canada with sales prices denominated in Canadian dollars.

The Company has adopted a disciplined commodity price risk management program as part of its overall financial 

prices through the use of various financial derivative and physical delivery sales contracts. The price risk management 

contracts are considered economic hedges and the change in the fair value of these contracts is offset by an equal and 

(II) CURRENCY RISK

in foreign exchange rates. The Company is exposed to currency risk as the underlying commodity prices in Canada for 

petroleum and natural gas are impacted by changes in exchange rate between the Canadian and United States dollars. The 

(III) INTEREST RATE RISK

interest. If interest rates had been 0.5% higher, the impact to net earnings for the year ended December 31, 2008, would have 

impact would have occurred to net earnings. The Company had no interest rate swap or financial contracts in place as at or 

during the year ended December 31, 2008.

14. Relationship with Bonavista Petroleum Ltd.
In 2003, as part of the Plan of Arrangement with Bonavista Petroleum Ltd. (“Bonavista”), NuVista entered into a Technical 

Services Agreement (“TSA”). Under the TSA, Bonavista received payment for certain services provided by it to NuVista. 

longer provides any ongoing services to NuVista. NuVista and Bonavista are considered related as two directors of NuVista, 

one of whom is NuVista’s chairman, are also directors and officers of Bonavista and a director and an officer of NuVista are 

also officers of Bonavista. 

and administrative services provided by Bonavista. In 2008, NuVista charged Bonavista management fees for jointly owned 

for costs that are outside of the new services agreement relating to NuVista’s share of direct charges from third parties. As at 
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15. Commitments
The following is a summary of the Company’s contractual obligations and commitments as at December 31, 2008:

  Total 2009 2010 2011 2012 2013

16. Subsequent Events

A. Property Acquisition

In December 2008 the Company entered into an agreement to acquire certain natural gas properties in the Ferrier/

Sunchild, Wapiti and Northwest Saskatchewan core areas. Total proved plus probable reserves, based on management’s 

adjustments and the acquisition closed on January 29, 2009. The acquisition was financed with bank borrowings and cash 

B. Financial Instruments

Subsequent to December 31, 2008, the following commodity price risk management contracts have been entered into in the 

normal course of business:

(I) FINANCIAL CONTRACTS 

(II) PHYSICAL SALE CONTRACTS

(1)

(2)
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Abbreviations

Bbls Barrels

Bbls/d Barrels per day

BCF Billion cubic feet

Boe Barrel(s) of oil equivalent

Boe/d  Barrel(s) of oil equivalent  

per day

GJ Gigajoule(s)

GJ/d Gigajoule per day

km Kilometres

km2 Square kilometres

Mbbls Thousands of barrels

MBoe Thousands of barrels of oil   

 equivalent

Mcf Thousand cubic feet

Mcf/d Thousand cubic feet per day

Mcfe Thousand cubic feet equivalent

MMcfe/d  Million cubic feet equivalent   

 per day

MMBoe  Million barrels of oil equivalent

MMbtu Million British thermal units

MMcf Million cubic feet

MMcf/d Million cubic feet per day

NGL Natural gas liquids

WTI West Texas Intermediate

 A Boe conversion ratio of 6 Mcf:1 Boe or an 

Mcfe conversion of 1 Bbl:6 Mcfe is based 

on an energy equivalency conversion 

method primarily applicable at the 

burner tip and does not represent a value 

equivalency at the wellhead.
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