
More than 375 attended the Ryder Scott reserves conference 
Sept. 14 in downtown Houston, again making it the single largest 

gathering of senior reserves evaluators in the world.
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What doesn’t kill you 
makes you stronger
Ryder Scott CEO sees eventual good 
from industry downturn

 The most prolonged oil and gas downturn in history is leaving a swath of 
bankruptcies and debt defaults as highly leveraged North American 

Don Roesle, CEO
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independents play a waiting game for commodity prices to 
rise.  “You don’t have to look very far to see the financial 
impact of $40- to $45-a-barrel oil.  Look at the number of 
bankruptcies and layoffs,” said Don Roesle, CEO at Ryder Scott.
 Last year, 102 North American oil and gas producers filed 
for bankruptcy with $68 billion of cumulative debt, said 
Haynes and Boone.  By Sept. 9, another 58 producers had 
filed this year, representing an additional $50 billion in debt.  
 “We all know people are struggling, prices have dropped 
dramatically, rig counts are down and budgets are being cut 
so companies can remain solvent,” said Roesle at the Ryder 
Scott reserves conference Sept. 14 in Houston.  “This will 
continue until the downturn is over.” 
 All indications suggest more producer bankruptcy filings 
will occur during 2016, said Haynes and Boone.  
 Fitch Ratings said that in September alone that $3.8 billion 
of defaults had been announced, led primarily by energy 
companies.  “If crude oil prices remain in or rise above the 
mid-high $40 range, the energy default rate could end 2016 
… at closer to 16 percent,” said Eric Rosenthal, senior director 
of leveraged finance at Fitch.

Cutting capital expenditures, improving technology
 Producers are also cutting capital expenditures, part of 
$1 trillion in spending cuts across the sector, to survive.  Cost 
cutting and doing more with less through efficient use of 
reliable oilfield technology will make our industry stronger in 
the long run, according to Roesle.
 “Management is saying, ‘Find ways to cut costs.  Focus on 
those operational changes that can help you cut costs and 
be profitable still,’” said Roesle.  “We’ve had to meet those 
hurdles, but when the situation does turn around and we 
have those cost reduction models, they will be put into effect 
and we will be stronger than we ever were.  So there is some 
good to be taken out of this but it’s hard to see now.”
 More than 370 attendees to the conference — comprised 
mostly of E&P managers, senior reserves evaluators and 
financial professionals — listened to Roesle’s opening remarks.
 “There is one thing we can agree to that is indisputable 
about this industry.  What we can learn in this downturn will 

“We all know people are struggling, prices 
have dropped dramatically, rig counts are 

down and budgets are being cut so companies 
can remain solvent.”
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 Attendees to the Ryder Scott reserves conference in Houston this 
year filled out evaluation forms with their remarks.  Overall, the 
conference and its presentations received favorable reviews.  On a 
one-to-five scale with five being the highest score, more than 70 
percent rated the conference as a five and 29 percent rated it as a four.
 One respondent said, “So thankful that Ryder Scott hosts this 
conference each year; great presentations, quality venue and materials 
and outstanding networking. Thank you, Ryder Scott!”
 Another said, “Stick with same types of topics: SEC comments 
letters, PRMS, unconventionals, low price environments, adopted plan 
of development, technical evaluation techniques, reliable technology.”
 Ryder Scott underwrites its conferences—one in Houston and one 
in Calgary—to give back to an industry that has given so much to the 
consulting firm.
 One respondent said, “I am deeply appreciative of Ryder Scott’s 
willingness to put on this conference at no cost to the participants.  It 
is extremely valuable to practicing engineers and to the industry in 
general. Thank you!”
 Over a year, reality about oil prices has set in.  In 2015, about 60 
conference attendees were asked to predict what oil prices would 
be in one year.  The average forecast price was $68, about $27 more 
than the actual price.  This year, the same question was asked, and the 
average was $59. 
 “You, your people and we had a hard time getting close to the 
price,” said Don Roesle, CEO.  “It’s a worldwide puzzle with a lot of 
pieces working together and against each other trying to stabilize 
price.”  Please see article, “TP&H model predicts $80 oil by YE 2017,” 
on price forecasts on Page 7.
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 Not all is gloom and doom.  “On the other side of the ledger, 
some of our clients have hedged their production,” said Roesle.  
“Those hedges are still in place and they are OK. Others are 
receiving funding from private investment and from under-
written public offerings.  Even with that, everyone’s bottom 
line has been affected negatively.”

Price collapse, reserves shops
 The low-price environment has forced companies across the 
board to curtail drilling plans.  “Lots of producers are changing 
their development plans or putting them on hold.  That makes 
it difficult for reserves managers to maintain a company’s 
reserves base,” Roesle told conference attendees. 
 Adding to that, Roesle said that the U.S. Securities and 
Exchange Commission is asking public issuers a myriad of 
questions about moving forward with development plans in 
this low-price environment, including, “How is the five-year 
plan progressing?”  That rule requires companies to convert 
PUDs booked more than five years to another reserves category 
or take them off the books.  
 “Are you developing everything you said you would 
develop?  Are you developing 20 percent of your undeveloped 

help us,”  he said.  “You give us the money.  You give us the 
science, and with our innate ability to be innovative, we can 
face any challenges.  We are doing this now in the unconven-
tionals and ultra deepwater.  I have an optimistic outlook.”
 Haynes and Boone said in September that the following 
financial restructurings are keeping E&P companies operations 
ongoing:
• Converting unsecured loans from non-bank lenders to 
 second-tier secured debt.
• Selling undeveloped assets to meet reserve-based/
 production lending norms.
• Working with bankers to increase secured debt to earnings  
 before interest, tax and depreciation (EBITDA) and interest  
 coverage ratios. 
• Taking delayed drawdown term loans from banks.  
 The plunge in borrowing base values has forced some 
banks to sell risky loan revolvers to private equity firms at “deep 
discounts,” reported Reuters earlier this year.  Those firms have 
emerged as “lenders of last resort” for some energy companies.  
North American producers are using high-interest debt to fund 
working capital and make credit payments.

reserves every year?   Do you really have the capabilities to 
carry out the development plan?  These are a few questions 
from the SEC that our clients are receiving,” said Roesle.  “We are 
reviewing historical PUD tables with our clients.”
 Third-party reserves consultants that prepare independent 
reserves reports for public companies that file with the SEC are 
experiencing another fallout, he said.  
 “It has been suggested that reserves auditors ask clients 
about their balance sheets, banking facilities and financial 
stability,” said Roesle.  “That resonates in our shop.  We are not 
qualified to do that.  We are not financial auditors.”
 He recognized that the SEC is faced with a daunting task of 
protecting investors during an historical, protracted period of 
lower prices.  “I commend the SEC for asking questions, 
because it needs to know, but that makes our job more 
difficult,” remarked Roesle. 

“I think we all can agree that what 
we learn from this downturn will 

help us in the long run.”
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