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Transaction Background 

On November 30, 2009, EnCana Corporation split into two separate energy companies: 

 Cenovus Energy Inc. (CVE), an integrated oil company  

 EnCana Corporation (ECA), a pure play natural gas company 

 Trading began on December 3rd on the TSX and will commence trading on December 9 on the NYSE 

 For each share of EnCana held, shareholders effectively received one share of Cenovus and one share of the 
new EnCana  

Company Details (from Scotia Capital’s commentary on Thursday, December 3, 2009) 

EnCana Corporation  

 We view EnCana as a pre-eminent North American gas company. In addition to being the 2nd largest North 
American gas producer, EnCana has substantial positions in several of the continent's best resource plays, 
which offers the potential for significant growth in production, reserves, and NAV. The company is targeting 
annual growth of 9%-12%. With a drilling inventory of more than 25,000 wells on 10.5 million net 
undeveloped acres we believe EnCana has the asset base to support this. 

 Most importantly, it has a leading track record of successfully discovering and developing new resource plays. 
This early mover advantage positions EnCana on the low end of the industry's cost curve, which is key in the 
new environment of plentiful supply. 

 Scotia Capital ranks the new ECA 1-Sector Outperform with a one-year target of US$33  

Cenovus Energy Inc.  

 Cenovus has more than 40 billion barrels of top quartile quality bitumen in place. Foster Creek and Christina 
Lake have demonstrated industry leading steam oil ratios and have a decade of growth to go, in our opinion. 
Current gas production is more than 15x current consumption, a situation that should be remedied through 
production declines and ~$500 million per year of dispositions over the next several years. 

 Industry leading resource quality and operating experience means the lowest capital intensities. These 
resources can be developed in an integrated fashion with expansions and upgrades at the Borger and Wood 
River refineries for much lower costs than Alberta upgraders. 

 Scotia Capital ranks CVE 2-Sector Perform with a one-year target of US$28 
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Frequently Asked Questions  
 

What will happen to dividends going forward? 

 Following the completion of the corporate reorganization, both Cenovus and the new EnCana will pay dividends 
of US$0.80 per share per annum (US$0.20 per share per quarter). 

Does the exchange in shares and options trigger any tax obligations for shareholders?  

 The corporate reorganization is not expected to trigger any tax obligations for shareholders in Canada or the 
United States. Similarly, the exchange of options by employee option holders is expected to be generally tax-free 
for Canadian and U.S. tax purposes.  

Calculating the adjusted cost base (from company reports) 

 The aggregate adjusted cost base of the old EnCana common shares held by a shareholder at the time of the 
exchange is allocated between the new EnCana Common Shares and Cenovus. 

 This allocation is in proportion to the relative fair market value of such shares immediately after the share 
exchange. For this purpose, it is assumed to be reasonable to expect that the fair market value of the EnCana 
Special Shares were the same as the market value of the Cenovus Common Shares trading on a “when issued” 
basis immediately prior to the exchange. 

 EnCana’s estimate of the allocation of an EnCana Shareholder’s adjusted cost base immediately after the 
exchange is: new EnCana Common Shares at 51.5% and Cenovus at 48.5% 

 Example:  

o An investor purchased 100 shares of EnCana at US$40 per share at the beginning of 2009 

o Aggregate cost base = US$4,000 (100 shares x US$40) 

o Adjusted cost base for the new EnCana = US$2,060 (US$4,000 x 51.5%) 

o Adjusted cost base for Cenovus = US$1,940 (US$4,000 x 48.5%) 

 As per company filings, “This allocation and estimate of fair market value is not binding on the CRA or any 
particular EnCana Shareholder. However, it is recommended that the allocations made by EnCana Shareholders 
for Canadian tax purposes be consistent with that estimated by EnCana.  

 Neither EnCana nor Cenovus has the information to determine your adjusted cost base in the EnCana Common 
Shares; you must determine your adjusted cost using your records. If you require assistance please contact your 
tax advisor.” 

  

For more details on EnCana and Cenovus, please contact your ScotiaMcLeod advisor. 
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The author(s) of the report own(s) securities of the following companies. 
None. 
 
The supervisors of the Portfolio Advisory Group own securities of the following companies. 
None. 
 
Scotia Capital Inc. and its affiliates collectively beneficially own in excess of 1% of one or more classes of the issued and outstanding equity 
securities of the following issuer(s): CENOVUS ENERGY INC, EnCana Corporation 
 
Within the last 12 months, Scotia Capital Inc. has undertaken an underwriting liability with respect to equity securities of, or has provided advice for 
a fee with respect to, the following issuer(s): EnCana Corporation

 

Scotia Capital is a member of the Canadian Investor Protection Fund (CIPF). ScotiaMcLeod is a division of Scotia Capital Inc. (·SCI·). This report 
has been prepared by SCI on behalf of the Investment Executive. Opinions, estimates and projections contained herein are our own as of the date 
hereof and are subject to change without notice. The information and opinions contained herein have been compiled or arrived at from sources 
believed reliable but no representation or warranty, express or implied, is made as to their accuracy or completeness. Neither SCI nor its affiliates 
accept liability whatsoever for any loss arising from any use of this report or its contents. This report is not, and is not to be construed as, an offer to 
sell or solicitation of an offer to buy any securities and/or commodity futures contracts. SCI, its affiliates and/or their respective officers, directors or 
employees may from time to time acquire, hold or sell securities and/or commodities and/or commodity futures contracts mentioned herein as 
principal or agent. SCI and/or its affiliates may have acted as financial advisor and/or underwriter for certain of the corporations mentioned herein 
and may have received and may receive remuneration for same.  

The content may have been based, at least in part, on material provided by Credit Suisse First Boston Corporation ("CSFB"), our correspondent 
research service. CSFB has given ScotiaMcLeod general permission to use its research reports as source materials, but has not reviewed or 
approved this report, nor has it been informed of its publication. CSFB may from time to time have long or short positions in, effect transactions in, 
and make markets in securities referred to herein. CSFB may from time to time perform investment banking or other services for, or solicit 
investment banking or other business from, any company mentioned in this report. 

This research and all the information opinions and conclusions contained in it are protected by copyright. This report may not be reproduced in 
whole or in part, or referred to in any manner whatsoever, nor may the information, opinions, and conclusions contained in it be referred to without 
in each case the prior express consent of SCI. SCI is a wholly owned subsidiary of a Canadian chartered bank. SCI is a member of The Securities 
and Futures Authority Limited E&O.E. U.S. Residents: Scotia Capital (U.S.A) Inc. (·SCUSAI·), a wholly owned subsidiary of SCI, accepts 
responsibility for the contents herein, subject to the terms and limitations set out above. Any U.S. person wishing further information or to effect 
transactions in any security discussed herein should contact SCUSAI at 212-225-6500.  
 

® Registered trademark used under authorization and control of The Bank of Nova Scotia. ScotiaMcLeod is a division of Scotia Capital Inc., Member 
CIPF. 

 

 

 


