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Declaration

ÁThestatementsandopinionsattributable to RISC(UK)Limited(“RISC”)in this presentationaregivenin goodfaith and
in the belief that suchstatementsareneither falsenor misleading.

ÁNeitherRISCnor its servantsacceptany liability for its accuracy,nor do we warrant that our enquirieshaverevealed
all of the matters,whichanextensiveexaminationmaydisclose. Webelieveour reviewandconclusionsaresoundbut
no warrantyof accuracyor reliability isgivento our conclusions.

Á In preparing this presentationRISChas consideredand relied solely upon information in the public domain. This
informationhasbeenconsideredin the light ofRISC’sknowledgeandexperienceof the upstreamoil andgasindustry
and,in someinstances,our perspectivesdiffer from manyof our highlyvaluedclients.

Á In somecasesthe viewsof the author differ from other colleaguesin RISC.

ÁThispresentationis the copyright of RISCand may not be reproduced,electronicallyor in hard copy, without the
written permissionof RISC.
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Why are we here?

ThePetroleumReservesManagementSystem(PRMS)categorises
petroleum reserves and resources by the certainty of their
recoverablevolumes, and classifiesthem by their commercial
maturity.

The PRMSis currently under review, with a draft releasedfor
comment–this is the first updatesinceoriginal(2007).

Most of the changesare well founded and aimed at resolving
uncertaintiesin resourceevaluations.

All stakeholders will need to understand the changes and apply
them correctly.
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Why are we here?
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Reserves 2P

Reserves 5.7

Contingent Resources 2C

Producing fields 2.3

Proposed new developments 1.9

Other discoveries 3.2

Prospective resources Central

Prospective resources 6.0

Total Reserves, Contingent 
and Prospective Resources

19.1

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



1. No booking of uneconomic 1P

Reserves classifications are based on the 2P forecasts

ÅThereisonlyoneProject,ie the samefor 1P,2Pand3P.

ÅThestatusof reservesisbasedon the 2P‘commercialitytest’only.

Å1Pand3Pareviewedassensitivities,usedwhenconsideringproject risk(1P)andupsideopportunity (3P).
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Potential Impact:

ÅNomorereservesconferencesasking‘Canyouhave2Pwithout 1P?’

ÅWhat if fewer wellswouldbedrilled in the 1Pcase?

Low Mid High

Economic? Y Y Y

Commercial? Y Y Y

Reserves? 1P 2P 3P

Low Mid High

Economic? Y Y Y

Commercial? N Y Y

Reserves? 1P 2P 3P

Low Mid High

Economic? N Y Y

Commercial? N Y Y

Reserves? zero 2P 3P

Å‘SplitClassifications’are not allowed. A Projectcannothaveboth ContingentResourcesand Reserves,for
instanceas1C,2Pand3P.

Å‘SplitConditions’arenot allowed. Thesamecriteria (egoil price)mustbeappliedto 1P,2P,3P.



2. Minor updates to framework

The PRMS framework has small changes

Å TheX-axisisnow called“Rangeof TechnicalUncertainty”comparedto the older“RangeofUncertainty”.

Å Emphasisesthat only technicaluncertaintiesareconsideredon the Xaxis- NOTcommercialuncertainties.

Å Newterms1U,2U and3U for prospective(Undiscovered)resources.

Å NewincrementaltermsP1, P2, P3, C1, C2, C3, U1, U2, U3.
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3. Fuel can be included as reserves?!

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

ÅThesevolumesare currently allowedasreservesIF thecountry’sregulator (eg SEC)allowed it.
Nowthis rule isopenfor all assets.

ÅSeemsin conflict with the fundamental requirement of resourcesbeing salesproducts at a
ReferencePoint.

ÅTheseCiOreservesvolumesneedto bestatedandrecordedseparately.

Potential Impact:

ÅCreatesconfusionif companiesaddthe CiOto the other reservesvolumes.
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4. Improved definitions of analogues

Analogues now need to include analogous geology AND development plans

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

Potential Impact:

ÅBetteruseof analogues.

ÅHoweveranalogueswill be harder to find, so experienceanddata on regionalanalogueswill be
more important.
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5. Not all resources are created equal

Companies now ‘should’ disclose the reserves and resources sub-classes

ÅThese sub-classes have always existed but they are seldom used.

ÅCurrently, an economic North Sea project awaiting Board approval has the same class (Contingent 
Resources) as an uneconomic unconventional discovery offshore Antarctica.

Potential Impact:

ÅClearerandmoretransparentreporting.

8



6. More stringent discovery tests

Comparison of 2007 and 2017 PRMS wording on discovery

Potential Impact:

ÅSomeassetswill find it harderto meet the Discoverytest.
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2007 PRMS 2017 Draft PRMS

A discovery is … one or several 
exploratory wells have established 
through testing, sampling, and/or 
logging the existence of a significant 
quantity of potentially moveable 
hydrocarbons.

In the absence of a flow test or 
sampling, the discovery determination 
requires confidence in the presence of 
hydrocarbons and evidence of 
producibility which may be supportable 
by suitable producing analogs 



What’s next for the Draft PRMS?

Therearestill 2 weeksleft of the publiccommentperiod.

ÅThecommentswill beusedto createrevisions,with a final versionexpectedin 2018.

Following this, work will start on updating the Application Guidelines. This is the 222 page document
coveringhow theserulesareto be interpreted.

ÅUntil theseguidelinesarereleasedthere will beuncertaintyin how to applya revisedPRMS.

Å In the interim, resourceownerswill needthe mostguidance!
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