








« Working toward publication of glossary relevant to
reserves/resource definitions

» Cooperating with United Nations and Russian
Federation in efforts to “harmonize” reserves definitions

« Recommendation made to SPE board in October to
Initiate communications with US SEC

« Recommendation generated through 4-person
subcommittee consisting of 3 major oil companies and
1 consulting firm



* Letter sent from SPE President, Kate Baker, on November 7,
2003 to Roger Schwall, Assistant Director, Office of
Corporate Finance, SEC

 Offer extended to establish broad-based committee or group
of SPE members to assist SEC in a better understanding of
(1) industry reliance upon technology in estimating and
classifying reserves and
(2) other matters that may be of interest to the SEC

* Not “Advisory Panel” — Simply a resource or focus group to
serve at request of SEC






* Begun in 2000 by SPEE as effort to create better
understanding (and dialogue) between industry and SEC

* 80 attendees in 2000, 120 in 2001, 120 in 2002 and 209
in 2003

» Both SEC engineers attend and render opinions on
matters that are not well understood

* Hypothetical “case studies” presented to determine
SEC position and interpretation

e Cases include all “Hot-Button” issues described in
following slide plus others
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Ron Winfrey “... we think unproved reserves, the
probable reserves, deserve some light of day. The
push will necessarily come from the industry, not
from the internal folks of the SEC.”

Ron Harrell (Moderator) “If such a movement were
to be instituted or instigated, would that come from
an individual company, an organization like the
SPEE, would that come from SPE, API ?”

Ron Winfrey “Yes”
Jim Murphy “Any or all of the above”






Jim Murphy “If the SEC feels that reserves
that have been booked as proved do not meet
the requirements of being classified as proved
reserves .... and they have a material effect on
the company’s financial statement, we will
request that the company not only take the
write-down if necessary, but also restate their
reserves and financials for the past periods
the reserves were on the books.”

(Continued next slide)









(1) Year-end pricing (spot)
(2) Recovery factors (relatively new concern)
(3) Requirement for flow-testing (under study)
(4) Undeveloped reserves (PUDs)
(5) Lowest-known hydrocarbons —

well bore data only (reversal of earlier position)
6) Interpretation of PSCs
/) Sales of non-hydrocarbons
8) OPEX to include appropriate overhead costs
9) Reliance on 3-D seismic
0) Industry confidence in MDT data
1) Assurance of adequate markets
2) GTL reserves
3) Attribution of reserves to NPlIs









e National Instrument 51-101 supercedes prior reserves
reporting requirement (old regulation 2-B)

e Revised definitions of all reserves categories — NI 51-101
proved reserves similar to US SEC

e Requires annual reporting of proved AND probable reserves

e Allows reporting of proved and probable and possible
reserves

e Requires third-party verification of reserves (large producers
exempted)

e Glenn Robinson (engineer) and David Elliott (geologist) as
employees of Alberta Securities Commission are functional
equivalent of SEC engineers

e Requires reporting of aggregate proved reserves at corporate
level of P-90:; not clear about how this is to be done



Questions / Comments ?

http://www.spegcs.org/en/studygroups/display.asp?sgid=6



M i ffmf *meqws
A ME (W% VEA ﬁ

g“OWoU ﬂée[, %g
«ﬁ» 3



