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gABSTRACT o

This research aims to test the value relevance of The Finding and Development
Reserve Replacement, by measuring its impact on the share prices of oil and gas
companies listed on the London Stock Exchange. The research sample consisted of
30 companies during the period from 2017 to 2023, and data were collected from the
companies' annual reports and the official London Stock Exchange website. The
research adopted a quantitative analytical approach, and the Ohlson model (Ohlson,
1995) was used to test value relevance by estimating the baseline model, then
introducing the reserve replacement ratio variable and comparing the results before
and after the addition. The research found that the reserve replacement ratio is value
relevance and negatively correlated with the share price, which may be attributed to
investors paying more attention to the cost of discovered reserves and not just their
size. Net income was also found to be value relevance, while the book value of
equity only showed value relevance after the introduction of the reserve replacement
ratio variable, indicating that this variable acts as a complementary variable and
reveals a relationship that was obscured by the bias of the omitted variable.
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Exploration vs. acquisition of oil and gas reserves: Effect on stock returns
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Lall clblialy G Glosbes dad el duhy G (e Al Sluball ae a1 4l
Pa e Lo ) (Misund, 2018) 4wy (Tega, 2019) 4w ae aliig cale <3 Ll
B s (Tega, 2019) duwhs oo ciidy 4 V)« polailly GLECY) o aliaV) Jlagu) dus duly
cilisag ¢ uslally GLESY) e (hlia¥) Jhadul L s e duwd) Gldise B0 e L)) laal
o @bhloa¥l de Joaall Je gupdiiadl Jad 3 gm 8 @A (Misund, 2018) auly» e
GLESY) e cbblia¥) Jaiu) das il e 3 el Gl Law L3ail) e gl calassy)
by LS Al Jae @il ol agudl e 8 Lyl DA e AN ded auin o skl
dad Aeedle e Sl bl clbloal sl oal lobes gy AN @AYl BL e
e A iy @Al iy )l JalSally dladll Al iy Sl Ll cbblis) e
Lall cldbia) Jlaiu) ded dedle Loal Jadl Gadl Ly Ll Ll clbloal b el ded
pagadll day o yghilly LISV e el
Ghil) Uy

: Jadly Jadil) cilihaliialy lgall asgla

ey Ahaiil) alSdl 8 sasage Ll L3 ) il Gl pses el gl o 3lsall Caupes S
Bt Clualll aaiiy Jayse IS @M sa L b QW) gal)l o cpesdiadl (s ey ol
WA el Gty ccan€all ey Sl Ll gl el A asasall dadll b e
s Vsl e Aiejh degene (< clblsa¥l o ¢l hill GLbliaaYh deadie J<G zhawdd
-(SPE, 2000) ay,la3 (g3 135z hamadld ALy dd g peall dodadil) eIl 8 dain€al) L)) ells

s el Jaadl) cilidaliia) deaf

el Lty hige iy Sl Ll GilHa g Jea¥) ol e Sllly Ll cilihlia) 3
(Odo et llly Ll cliblial poliy GliSiul o GIGEN o3¢ bl Caagl gy dals (A<
Oo Badise Al SGE el e 1€ b o (Mcchlery et al., 2015) masls <al., 2016)
Llaall adn clalial) oda off dll aay clgie ald) A0 L) G lglaas S Y ) glhalas)
Ll aln bl gmaladl 355 o clbliaV) bodg dalaidl Glogbeall (Ko WS . galai)
.(Berry & Wright, 2001) dulasy!) bl doaail) calasl)

Sy bl clbiaal Wl Lall sl Gl 8 ALl SSal Adead) dedl) Lagj,
GlHE dad w3 (F gl Oheaie uy lladl) Wiy llee disai e ailly il dabial
W3 e A5 58 ey Sl il e (Jall zY) e ddpull dedll adas i Gladly Ladil
i WS L(Ewing & Thompson, 2016) daiwed) & zUY) Jheiul Gecar Jaa cbhlosy)
Lty A Al cLblia¥) sapn Glo difiad) 8 dulay) Aol Glis A5 dg o ddlas)
.(Berry & Wright, 2001) 5:U<: Lellaiinlg gibdalaa) ~ ) e
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Slly Ll e 8550 bl ey s aal 008 o Jumg @Al A58 e i)
gy Liguty lgie cuanlly Glally Lol cbblial e diall dege 0 l$aN SBI Jlaallg
S gl 13 8 oY) sk Ladlie 05 o B e Sl Ll 3558 ob pal) ) il
el Sy adal) bl Jlagad ol clgatind Sllee e Guag AGA Uas a0 of ) ol
eyl of ) (Alshahmy& Abdo, 2022) Ll adls .( Gedeck & Vigh, 2015) )5 a
sl 8 o8 LAGAN Al F LYl gl Gl e dula) il ) i Slally Laddll suaal)
A 0985 ) g el (e oS Lae ST Slally Bl (e el ) ddds Slally Jadil) Syl
(Gedeck & Vigh, 2015) /) ++ e el cdoaia bjlie) (Ko ) cJlasial)

DA lhaliaVl dabod) Zull Y1 @lyise G (Mcchlrey et al., 2015) duls ey
e lage haie Dlle s o Adle CulS slpn Ll oY) @hize < Cun liloglen (s5ine
asts 2y .(Elwin & Hirst, 2007) dileall ldlaal (gaas sai A$)al ad 2580 AU ilagledl)
Bl Jlaie) dus 1 g Sl Lil) cldlialy ddlkie s Bae e ¢OYL Bile Laal) @lS)s
The _nshally Ly (e Jhlaa¥) Jlaiul 4wy Reserves Replacement Ratio (RRR)
[ P )zy) A «bdllaay) Zws 5 Finding and Development Reserve Replacement (FD)
e bty Jhaoul s Je 5€aL sl Gl aga (Reserves- to- Production (R
Acliall sda 8 malil) LIS gy aiay ) (580 dpaaSU Bl yaglally Cala|

The Finding and Development ghailly (LY o Jaloa¥) Jlagiul dusie
Reserve Replacement (FD)

DA e dilaall Gllaloa) (siue 1aail Bale Zoall 238 ally il gllae aniiny
asasall ClblaaY) e Jouanlly syaall clilacyly (Clasyl) Adal) clblis¥) s
BT Jlaial L el Oy (AU el Jaee Bl ol dend s
cllalaay) o ea Yol V) Gldly Lall cbblial Jhadl G354~ (RRR)
8agagall cildaliaV) oy DA e dilcaal) cilidaliaylg saaall clilasy) DA e ddlcadl)
Jae o f5 Al dalgall e aall ans . (Sabet & Heaney, 2016) (sl iy sl
S e g @A) ial) acy Slilly Jaill Sland Jalsall 038 (a5 (glaill LIS £ la
(Lorentzen & sl axilly deiSiwall ye daluall Ogddas 09955 uel) goig (Lial
.Osmundsen, 2021)

2 Mo pg B Ll o i daiipe slailly GLISY) das gl ) S5l ¢
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LRyl las e oliel pkilly QLISY) e 35 LS Ll oda dad deedle laal

Yy Gl @ls cillead djaga SSY)

Al dagda

Lnulaall @l B dadl) dagdla

WYy sl Slse g @B w5V Ball & Brown (1968) J (ubd) desl) (s
SV «(Sebrina & Sari, 2016) dmul e dulay e conell AN ALY BaLy of N Jeasis
b Lol Cum (el o AW duladl Slad ay Llad Sl 8T ala Jase seh
(Easton and Al & . (Al Barrak, 2011) Ll Uy Jldl (o) Glowd on 30l clay)
Sy WY s Al 2LV Glsiee G day ey an zise hdaul Harris, 1991)
e b dnal Lagd 2L st ey AN ALY Glisiee iie ge S o ) Laliy cagud)
.((Maditinos et al., 2007 Gl (o yiie 3y Ll ppriall Gada (s cagul) Slse

ofislll e waall L@ (Easton and Harris, 1991) 5 (Ball & Brown, 1968) | 4Lyl
i sl (Ohlson, 1995) agies chulaall cilosleally (alsall §f) agud) land oo 2Dl (asi
dhas G @l L (pe) ZLls Lpaall adlly ~LY) Lpwlaall cblall ASAD ddud) de@l
Amir et al Jd oo 5o Jo¥ aabdinl 2 Gin puladl @lodl) 8 Taas Loggie 3o ¥ el Al
.(Kargin,2013) 1993 .= &

International Accounting Standard Bord Aol dauladll  Hulee s G
Glan) o 5l (68 Ladie deedle dad 3 (68 Al cilasledl b canlid) o)l H(IASB)
oo abbdll g 38 Gl o 508 Glaglaall G55 Mg (Ggeadiiall ladany Al chlall 4 3
(IASB, Al plas (e daillh o ae o 168 o Lo 52l axe Gueddidl (axy bl
Slbs A dady i Zlad)) S ) Glasledl Gn LY ) dedl) dedle i Cua <2018)
AW gis o AN ded 8 Goan Sl chilly lagleall g LY aass el e oIS 1)
M AE] dedy Luladll JEY) Gy Llgy) Gl K o) 1Y) W cdesdle dad b Cilashed) el <
(Abuaja & Ukpong, 2022) desdte dad il gl clasheall el jlae) oKa

Al Clogledl) dad Aeedle Auhy Lpuladdl Sl e el culs L)y Lal) delia i
oo JSE delim Al GhgY Gsw of (Spear, 1996) sy us Olally bl cilhlaal
clbliay) e Fladyl (Sly cllasyl Pa e obbloa) Jhaul e 3G 58 e ~Ladyl
ALY Clagleall (o Jall (gous ji50 Y ALY

Yo Ol Lol age SLlly bl clblssl 3 sl o (Misund, 2018) s LS
G b ) clllaay) & chsill i ve Sy L eail) e sl GLESW) e OIS elsa Gg e
oo el il cbblia) GlES) e o) G claag S cllbis) oty bl bbbl
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Loty pshilly GLESY) e lbhlia¥) Jlagiul Lus Jie @AY dalsal) 8l duly L 28Layl
bbbyl alayl e 45530 5,08 o (Berry & Wright, 2001) ass LS zay) ) cliblaay)
Oladly badil) GASHE aadt 8 e Ll daedle dad Gld ilaslae e (g5 554

LIS lilee o dylag] BDle 39as ) ciliags I (Tega, 2019) Ay ) AiLayl
ALY L aen) Slse s Clanally 2 Y G dule Do aa g Lt cpga) Nlse g Claabally Jgaiuly
Jlaiind Ay Al us)ll oY) chdise o BV e aals sde oo A58 maad Laie 4l )
dSa i Y ) obhloal) dudy pskilly GLESY) Ge bl Jlasul Ly Sl
dlse s Sllalia¥) e Flady) 83 O dulad e d9ay ) Gl WS ) dle o s
Al Jae SN 3 agud)

S Al & eppanaal of ) (Ferguson et al., 2020) duhs il @y Lo ke
AL Cilegladl ) AELaYU Al e cleglad) o goacian Jllly Ladil) <SS 3jlgall Ao acias
L) loslead) Jony 38 Las deliall sda 3 Gl aie das gl cann ldg (S8 030 oyl
caiiusall Buiag dad ) AL e lasheall Jany Lo 1ag clons 228y e

Ll cilihlial dileial cilogleall dad dasDle Cand Al Glad) e wael) ang adf Jaadls LS
dagall laglaall (g bajliie by Sl o3gd dailly culilalia¥) gy e ) (650 saaY) a5l
pal o iliblia¥) sda 23 Cus ¢ bl GAGEN o il Glo aaaclia Al ol dully
GlbliaVl Al Slogled) gy aias ) Laal) sde o By cdphaid) @ial) s Jseal)
LA 038 i e agiSal Slally bl gl 8 Al e clesles ) el dalag Ladil
< okailly LISV (e lally Jadil) cililalial) Jlagiul 4w dad deedle (20 AL Gl aghis
dEBlially culaliniuy)

gash slasy)

Jafid At Sl piially agad) aas Jidial) ) ariall Zbasl Clelasy) dulp
OhlsOn  zisai b Bagasal)l chsiall ) AiLaYlL poally Glasy) e Sl Lol eyl
AL Gaad & yial) dadlly Jaall ila a5 (1995)

Lduagl) il sluaal) il Gum (V) Jdsia ) )

P NI BVE FD
Mean 137.5117 1.010910 6.272093 107.3705
Median 32.29500 0.002350 0.700000 42.00000
Maximum 1733.110 21.55000 111.8400 1766.000
Minimum 0.037000 -5.860000 -1.420000 -395.0000
Std. Dev. 261.6965 3.501398 16.22077 207.0961
Skewness 3.448355 3.868100 4.103259 3.743211
Kurtosis 17.04156 19.97143 22.63258 24.69573

Observations 210 210 210 210
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Test P BVE NI FD
Pesaran CD statistic Prob Statistic Prob Statistic Prob statistic Prob
12.97 0.000 1.81 0.07 10.83 0.000 0.13 0.89
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.(Bai & Ng, 2004)
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(ADF) las) axiiws i ((BVE- FD) gusidl e U9 ahlzall o Ll aas ¥
N ol Guiiase (ol QIS 13 W lasy Dickey- Fuller

(P- NI) Guyiiall PANIC JLis) @l g (¥) dsa

Test P NI

Bai and Ng- PANIC Test Stastistic P- value Test Stastistic P- value

-16.78 0.97 -16.78 0.98

Eviews 12 zaliy ) Taliis) Galdl dlac) a2 jaiadl)
oo ST (P =NI) gosiadl e JUPANIC JlaaY dilaa¥) dedll of Jaadi (¥) Jsaad) (e
) Al vie (e Ul (giall (& e e Guiall Ol psall dam b Jis Ml oo
Ssiwall & BVE- FD (il Dickey- Fuller @il cu (£) ds

Test BVE FD

Statistic Prob Statistic Prob
ADF - Fisher Chi-square

105.99 0.0002 62.27 0.26

Eviews 12 zaliy ) Taliis) Gaaldl dlac) a2 jaiadl)
Sllis %0 e sl BVE uadll ADF [laa¥ ddlaal) dadll o Jaadls (£) dsaad) o
OLAY Adlaay) el Ly (gl (b e piall ob bl Lajdll iy aaal) daajp by
Maiy (gl (B e e il Gb asel) dumd i Julls %0 e ST FD usll ADF
I Bl xie sy
Js¥) @il xie FD el ADF i) il (0) dssa
Test FD

ADF - Fisher Chi-square Statistic Prob
147.25 0.000

Eviews 12 gzaliy ) Taliis) Gaaldl dlae) a2 jaadl)

Sllis %0 e il FD usadll ADF sy dlaa¥l dadll of 2aadls (o) Jsaall (s
) Bl die e axial) b Alal) L jdll Qg aall daa i (b

Al Jas dial) & (Panel Data) dsbial) 4l Jedal) ULl adlall g dgall) o

s -ds¥) Bl die Bis (P- NI- FD) @husiall (e S of a8 sl H3s sl el 2ie
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Error Message >

& Mear singular matrix

QK

Bdll jal g cbaiall 2o ae Glaaliall se B aae ) daml) sda jeehh s a9ag
Iasadl Gruall Glapall diph aadiu) o JSUal sdgl Laady cluahiad) Clasgll saey Aijle L))

.Panel Fully Modified Least Squares (FMOLS) L
3l Aleally Jiciall Ohlson (1995) ¢ isei jlaa) wi Al 3
Py = Bo+ BNl + B,BVE iy + &

Ohlson (1995) 7 sai ol (V) Js2

Dependent Variable: P | |
Method: Panel Fully Modified Least Squares (FMOLS)
Date: 04/19/26 Time: 21:15

Sample (adjusted): 2018 2023
Periods included: 6
Cross-sections included: 30
Total panel (balanced) observations: 180
Panel method: Pooled estimation
Cointegrating equation deterministics: C
Coefficient covariance computed using default method
Long-run covariance estimates (Bartlett kernel, Newey-West fixed

bandwidth)
Variable Coefficien | Std. Error t-Statistic Prab.
t
NI 12.44832 5.765822 2.158985 0.0325
BVE -2.287293 1.487452 -1.537725 0.1263
R-squared 0.879066 Mean dependent var 139.2550
Adjusted R-squared 0.855830 S.D. dependent var 273.4418
S.E. of regression 100.1595 Sum squared resid 1484725.
Long-run variance 11131.53 |

Eviews 12 : jaadll

tsl LS gl Alalea A0S Ko (1) dsaall e
P, =12.44 NI;, — 2.28 BVE;; + &;;
;g agail) Bload N BLAY) JLEAL aghi ¢ dgall) Basa (e 3Ll
g asadl) Algd A L) il (V) s>
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Date: 041926 Time: 21:43

Sample (adjusted): 2018 2023

Included observations: 180 after adjustments
Autocorrelation Partial Carrelation AC

I I 1 0284
2 -0.269 -
3 -0.341
4 -0.141 -
5 -0.033 -

Eviews 12 : jaadll

s Om I3 Bl aae Y Jally Tan sra A8 Gl ad of Ladl (V) dsad) o
D%l 7 dgall

g dsall) gl AGBlia g dgall) Baga (o U aay

SN i ey ¢ % (87.9) il 58 R- squared wasill Jeles dad of 1 (1) Jsanl) e
il & Jealall il s (pead) san) ol uid) 8 Alalad) @bl e 87.9% o
ad o S8 Joaall (DA e gty LS LSS 2 ol (a1 Gl ) asa bl 3Ly il
-%(Ae) Adjusted R- squared Jaeal) sasill Jalas

LdlaY) aied cialis (5.7) )8 (glme Uady (12.8) dupal) Jd Jaal Jila yuie Jelae o)
Sla Claslee by il Ligina oy 1385 905 Lisina (S5 (o Jial dad a5 (4,4 T)
Aol logleadl o Jaal ila of (gl cAupall Jae SISHEN b Laedle Aad @l Appall Ji Ja
(Misund et al., aub2 ae Gilsu Mag . ol bill S sl die (g el lgale aainy )
Sy Jadil) S 8 daedle dad ld J2d) ila Clasles of Ciang ) 2014)

%0 digina S o S a9 (0.1) LSl (gial Lydall dail) uaial ddlaal) dedll o)
dgyiall dadll o ) @l dgm of (Sas Aeedle dad el ¥ Jlly il dusies pie e Jy 13
sda (53 Jpa¥) abl e Ahaiil) cllalia¥) 30 Cus ASEl dagal) de@ll Jio Y ASL (Gseal
@Al pilas o Goading g piall Jang 8 L 1385 cdaagenl) dailnd) B o) Y Ll Y] il
(IS, 3 e il gy I Cilosladl e Jpumall

Ohlson (1995) gisai ) sshilly GLEISY) (e cubdabial) Jlasied) dseai jutie Jials agls
A Jal e Aslaal) sty

Py = Bo+ BiNljy + B 2BVE it + B3FD o + &

(A) dsaadl 8 LS jakall z3gaill il (<

Clbliay) Jladiod A yiie Adld) sy jakal) g dgall il (A) Jsta
Dependent Variable: P | |
Method: Panel Fully Modified Least Squares (FMOLS)

Date: 04/19/26 Time: 22:37

Sample (adjusted): 2018 2023
Periods included: 6
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Cross-sections included: 30 |
Total panel (balanced) observations: 180
Panel method: Pooled estimation
Cointegrating equation deterministics: C

Variable Coefficien | Std. Error t-Statistic Prob.
t

NI 12.02472 0.926758 12.97504 0.0000

BVE -2.341022 | 0.185328 -12.63181 0.0000

FD -0.029219 | 0.007898 -3.699441 0.0003
R-squared 0.888970 Mean dependent var 139.2550
Adjusted R-squared 0.864800 S.D. dependent var 273.4418
S.E. of regression 100.5434 Sum squared resid 1486020.

Long-run variance 1490.448 |

Eviews 12 : jaadll

ol S gl lilas 43S (€as (A) Jsaal e
P, = 12.02 NI, — 2.34 BVE;, — 0.02 FD;, + &;;

: g isalll (Blgal I BLSY) SLEAL aghi ¢ agalll Baga (e slill
g agadl) Aled A Bl il (9) s>

Diate: 041926 Time: 22:37

Sample (adjusted): 2018 2023

Included observations: 180 after adjustments
Autacorrelation Partial Carrelation AC

I I 1 0.280

-0.272
-0.334
-0.140 |
-0.033 |

[y I S Y ]
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