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An exacting new financial stress
test for companies looking to
buy Alberta oil and gas assets is
throwing potential deals into

doubt, just as activity in the
energy sector had started to pick
up.

The Alberta'Energy Regulator
(AER) says greater scrutiny of
the purchaser's financial health
is necessary to enswe the envi-
ronmental liabilities of the com-
panies they want to buy are
eventually taken care of. But

bankers and analysts say it
creates a smaller.pool of poten-
tial buyers, and makes it harder
for companies to offload proper-
ties.

Husky Energy Inc., Penn West
Petroleum Ltd. and others could
have trouble selling non-core
assets, while smaller acquirers
that don't meet the stress test

"will be modestly handicapped"
by the new rules, analysts at
FirstEnergy Capital Corp. said in
a research note. That group, the
FfustEnergy note said, includes
companies that are known for
making acquisitions, such as
Bonterra Energy Corp., Cardinal
Energy Ltd. and Iourney Energy
Inc.
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The mov.e is in reaction to the
Redwater Energy Corp. bankrupt-
cy case ruling released last
month, which stoked fears that
the number of orphaned oil and
natural gas wells in the province
will soar, especially as more
energy firms go bust after almost
two years of lower oil prices.
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\\ The judgment came down
If on the side of a federal law
that protects the interests of len-
ders and their secured loans over
the province's environmental
laws. The decision said receivers
do not have to take responsibil-
ity for assets they deem to have
no economicvalue - including
well sites requiring coslly clean-
ups beyond their current value.

The regulator and the Orphan
Well Association have appealed
the ruling, and the AER is work-
ing on new regulations to
address the issue. On Monday,
the regulator surprised many
when it announced an interim
step that will require all compan-
ies purchasing Alberta oil and
gas assets to have a higher ratio
of assets to liabilities than was
previously the case.

The sudden change comes as
the pace of transactions had ac-
celerated after oil prices edged
up from multiyear lows. Private-
ly, some deal makers say smaller
asset sales have already been
halted, sapping sorely needed eq-
uity from the sector. One banker
said Wednesday a transaction on
the verge of closing is now "fully
parked" because it no longer
meets the new lia.bility thresh-
old.
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AER: 'Some proposed deals may not go through'
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