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Declaration @R.’SC

A Thestatementsand opinionsattributable to RISGUK)Limited( “ R I irBtt@s’presentationare givenin goodfaith and
In the beliefthat suchstatementsare neither falsenor misleading

A Neither RISGor its servantsacceptany liability for its accuracynor do we warrant that our enquirieshaverevealed
all of the matters,which an extensiveexaminationmaydisclose We believeour reviewand conclusionsre soundbut
no warrantyof accuracyor reliability is givento our conclusions

In preparingthis presentation RISChas consideredand relied solely upon information in the public domain This
information hasbeenconsideredn the light of R | Sk@idwkdgeand experienceof the upstreamoil and gasindustry
and,in someinstancespur perspectivesliffer from manyof our highlyvaluedclients
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In somecasedhe viewsof the author differ from other colleaguesn RISC

Thispresentationis the copyright of RISGand may not be reproduced,electronicallyor in hard copy, without the
written permissionof RISC
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Why are we here? @R.’SC

ThePetroleumReservedlanagementSystem(PRMSgategorises
petroleum reserves and resourcesby the certainty of their
recoverablevolumes, and classifiesthem by their commercial
maturity.

@ (556 AspEE

S SOCIETY OF EXPLORATION  S0CETY 0F PETRCLEUM EVALIATION ENGINEERS
P GEOPHYSICISTS

The PRMSis currently under review, with a draft releasedfor
comment-thisisthe first updatesinceoriginal (2007).

Petroleum
. : Resources Management
Most of the changesare well founded and aimed at resolving System g
uncertaintiesin resourceevaluations (revised xxx 2017)
All stakeholders will need to understand the changes and apply P
t h e m CO rre Ct Iy- Society of Petroleum Engineers (SPE)

American Association of Petroleum Geologists (AAPG)
World Petroleum Council (WPC)
Society of Petroleum Evaluation Engineers (SPEE)
Society of Exploration Geophysicists (SEG)
Society of Petrophysicists and Well Log Analysts (SPWLA)
European Association of Geoscientists & Engineers (EAGE)




Why are we here? @R.’SC

Today’s ‘Metro’ Newspaper Yesterday’s OGA Statement

A EN 2P

Contingent Resources 2C

Producing fields

Proposed new developmenty 1.9

Other discoveries 3.2

Prospective resources Central

Prospective resources 6.0




1. No booking of uneconomic 1P @R.’SC

Reserves classifications are based on the 2P forecasts
A Thereis only one Project,ie the samefor 1P,2Pand 3P

A Thestatusof reservedsbasedonthe2P* c o mme it cisdyl’ i t vy
A 1Pand3Pare viewedassensitivities usedwhen consideringprojectrisk (1P)and upsideopportunity (3P).

Low | Mid | High Low @ Mid | High Low | Mid | High
Economic? Y Y Y Economic? Y Y Y Economic? N Y Y
Commercial? Y Y Y Commercial? N Y Y Commercial?| N Y Y
Reserves? 1P 2P 3P Reserves? 1P 2P 3P Reserves? zero | 2P | 3P

A* S[Cll iats s i fare mowatloivexl i\ ®rojectcannothaveboth ContingentResourcesind Reservesfor
instanceas1C,2Pand 3R
A* SClointd i ardnot allewed Thesamecriteria (egoil price)mustbe appliedto 1P,2P,3P

Potential Impact:
A Nomorereservesconferencesasking C gon have2Pwithout 1P ? °

A Whatif fewer wellswould be drilled in the 1Pcase?




2. Minor updates to framework

@R!SC

The PRMS framework has small changes

A TheX-axisisnow called* R a mfdexhnical n c e r tcamparedip theolder* Ra mfdJencer t ai nt y”

A Emphasisethat only technicaluncertaintiesare consideredon the Xaxis- NOTcommercialuncertainties

A
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3. Fuel can be included as reserves?! @R.’SC

Fuel gas volumes are called ‘Consumed in Operations’ (CiO)

A Thesevolumesare currently allowed asreservesiFthe ¢ 0 u n teguiatorg¢eg SEChllowedit.
Nowthisrule isopenfor all assets

A Seemsin conflict with the fundamental requirement of resourcesbeing salesproducts at a
ReferencePoint

A TheseCiOreservessolumesneedto be statedandrecordedseparately

Potential Impact:
A Createsconfusionif companiesaddthe CiOto the other reservesvolumes



4. Improved definitions of analogues @R.’SC

Analogues now need to include analogous geology AND development plans

A Aspects of the Development Plan (eg well spacing, well type etc) are important considerations
that may not have been previously considered.

Potential Impact:
A Betteruseof analogues

A Howeveranalogueswill be harderto find, so experienceand data on regionalanalogueswill be
more important.



5. Not all resources are created equal @R.’SC

Companies now ‘should’ disclose the reserves and resources sub-classes
A These sukzlasses have always existed but they are seldom used.

A Currently, an economic North Sea project awaiting Board approval has the same class (Contingent
Resources) a@n uneconomieinconventional discovery offshodentarctica.

Project Maturity Sub-classes
PRODUCTION (PETROLEUM)

Potential Impact:
A Clearerand more transparentreporting.
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6. More stringent discovery tests @R.’SC

Comparison of 2007 and 2017 PRMS wording on discovery

2007 PRMS 2017 Draft PRMS

A discovery 1 s .. Intheabsence of aflow test or
exploratory wells have established sampling the discovery determination
throughtesting, sampling, and/or requires confidence in the presence ¢
loggingthe existence of a significant hydrocarbons an@vidence of

guantity of potentially moveable producibilitywhich may besupportable
hydrocarbons. by suitable producing analogs

Potential Impact:
A Someassetswill find it harderto meetthe Discoverytest.



What’s next for the Draft PRMS? @R.’SC

Thereare still 2 weeksleft of the publiccommentperiod.
A Thecommentswill be usedto createrevisionswith a final versionexpectedin 2018

90 Day
Public
Sister Comment
OGRC PRMS Update Society Period, 14
Subcommittee Review Reviews Nov 2017
Revisions?
Target to approve
*l
Board Board
2014 2017 Approvals Approvals 2018

Following this, work will start on updating the Application Guidelines This is the 222 page document

coveringhowtheserulesareto beinterpreted.
A Until theseguidelinesare releasedthere will be uncertaintyin how to applyarevisedPRMS

A Inthe interim, resourceownerswill needthe mostguidance!
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