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SPE, endorsing organizations to hammer out industry guidelines this year
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included as reserves or resources, but must be stated and recorded 
separately from the sales portion, which is industry practice for the 
most part, but not entirely consistent internationally. 
 The draft language comports with U.S. SEC rules that produc-
tion of gas should include only marketable production on an “as 
sold” basis.  
 “The CIO fuel replaces the requirement to purchase fuel from 
external parties and results in lower operating costs,” the draft 
states.
 It also advises that “future ADR (abandonment, decommissioning 
and reclamation) costs are included in the economic analysis NPV 
for all projects,” which is not a change.  However, for the first time, 
the draft defines ADR and states that “examples include but are not 
limited to the removal of surface facilities…” which is consistent 
with a project-based approach.
 One commenter stated, “The 2017 PRMS is a clarification, not a 
rewrite.”  The draft is more than a rewrite though because for 
instance, it recognizes for the first time, the role of the learning 
curve and associated step changes in the field.  The recognition of 
those step changes will influence resources evaluations.  
 “In unconventional oil and gas developments with high well 
counts and a continuous program of activity, the use of a ‘learning 
curve within a resources evaluation’ may be justified to predict 
improvements in either the time taken to carry out the activity, the 
cost to do so, or both,” the draft states.
 Learning curves can be recognized in a “forecast case” that 
assesses cashflow estimates based on an entity’s forecasted 
economic scenario conditions.  Distinct from that are “forecasts 
based solely on current economic conditions” that are determined 
using an average of those conditions -- including historical prices 
and costs -- during a period of one year, for instance.
 A forecast case opens the door for arguments that development 
of proved undeveloped reserves will accelerate beyond a producer’s 
historical pace and price-sensitive future estimated operating costs 
will unilaterally drop along with the economic limits while reserves 
estimates will increase.  

 Professional societies, tasked with evaluating 
comments on the latest draft of the new SPE-
PRMS guidelines, aim to finalize them this year.
 The draft of the 2017 Society of Petroleum 
Engineers Petroleum Resources Management 
System is posted at http://www.spe.org/
industry/docs/Petroleum-Resources-Management-
System.pdf.  
 SPE, Society of Petroleum Evaluation 
Engineers (SPEE), World Petroleum Council, 
American Association of Petroleum Geologists 
and Society of Exploration Geophysicists plan to 
jointly approve the guidelines.  
 The SPE-PRMS is a de-facto international 
standard for reserves classification used by 
industry.  The guidelines have been integrated 
into a United Nations model.
 The classifications and categories include proved, probable 
and possible petroleum reserves and contingent and prospective 
resources.
 The SPE Oil and Gas Reserves Committee asked each company 
or organization, on its behalf, to consolidate comments and email a 
single response representing the view of the company or organiza-
tion by Nov 14.  Unlike the U.S. Securities and Exchange Commission, 
which published industry comments to its 2008 proposed reserves 
reporting rules, the sanctioning societies traditionally do not 
publicly post responses, and did not plan to do that this year.
 In addition to comments from industry and stakeholders, SPE 
planned to invite market regulators to provide their remarks.  
Regulators of the London, Hong Kong, Australia and other stock 
exchanges accept reserves and cash flows prepared under the 
SPE-PRMS.
 The draft does not refer to “sub-economic proved reserves,” 
terminology that was originally proposed but then rejected.  See 
Reservoir Solutions newsletter article, “SPE deliberating whether to 
introduce concept of sub-economic proved reserves,” July-Sept. 
2016, Vol. 19, No. 3, Page 2.
 As in the past, reserves classifications for projects, where 
appropriate, can include 2P and 3P reserves and zero proved 
reserves.  Evaluators can reclassify projects from contingent 
resources to reserves when the low estimate (1P) is economic by 
itself as a standalone.
 The proposed guidelines prohibit “split classifications,” which 
is basically mixing resources and reserves for a single project, for 
instance, 1C (sub-class of contingent resources) with 2P and 3P 
reserves.  Rather the evaluator assigns a distinct sub-class with its 
uncertainty range to the project.  
 Some of the comments underscored the need to retain industry 
terms vs. new, unfamiliar terms.  For example, the proposed guide-
lines refer to gas quantities consumed in operations (CIO), rather 
than to more common terminology, such as fuel gas.
 On that subject, the PRMS draft states that CIO gas may be 

Light at end of tunnel is brighter “few short” months after RS conference 
— 44 in 2015, 70 in 2016 and 14 by 
September 2017.  “This is quite a 
striking number,” he remarked.  
 Secured and unsecured debt 
connected with bankruptcies over 
that period exceeded $100 billion.  
The Haynes and Boon law firm, 
which tracks oil and gas bankruptcies, 
said late last year that “bankruptcy 
filings by producers have slowed 
considerably since the surge in mid-
2016” — another positive sign.
 Roesle also pointed to rig count 
as a positive.  In mid-December, a 
Baker Hughes rig-count summary 
saw a 314-rig utilization increase 
over a year internationally.
 Roesle pointed to the Saudi 
Aramco planned IPO as an indicator 
of what may be ahead.  
 He asked, “How many of you 

 At the latest Ryder Scott reserves conference a little over three 
months ago, Don Roesle, CEO, predicted improving conditions in the 
oil and gas industry.  In the short term, he is on the mark.  
 “It’s been tough over the past 2-½ years but I see some improve-
ment out there and perhaps so do you,” he told a crowd of about 350.  
“Industry has been resilient and has shown an ability to deal with 
stress situations in developing the assets it has.”
 He remarked that pricing in the $50 range was helping industry 
be more aggressive in development plans despite financial 
constraints.  
 At the September conference, the average WTI spot price for the 
month was $47.29.  In December, it shot up more than $10 to $58.36.
 Roesle also noted that industry expectations of future prices were 
more realistic than the year before, according to a survey of confer-
ence attendees.  At the 2016 conference, 122 respondents predicted 
on average a $58.68 barrel of oil by September 2017, which proved to 
be premature by only about three months, considering the December 
2017 price.
 At the 2015 conference, attendees predicted $68.94 by September 
2016, more than $25 higher than the actual $43.16 WTI price.  “This 
just shows you the value of our crystal balls,” said Roesle. 

 He also said that he was seeing indications of favorable supply-
and-demand dynamics from the International Energy Agency.  “The 
agency says world oil demand will grow more than expected this 
year, helping to ease a global glut despite rising production in North 
America and weak compliance by OPEC as far as production cuts.  We 
still need a growth of consumption to remove some of the volume in 
storage,” he said.
 The IEA in December said that global oil supply rose in November 
to 97.8 million B/D, the highest in a year, on the back of rising US 
production. However, overall output was nonetheless down.
 Roesle said the severity of the downturn over 2-½ years was 
reflected in the bankruptcies of North America oil and gas producers 

would have ever thought of the possibility that Saudi 
Aramco would launch an IPO in public financial markets 
because they were concerned about cashflow from the 
oil production in low-price environment?  Or that some 
of the other mega producers in Middle East would be 
considering transparency in their reserves process in 
case they have to go to public markets?”
 Saudi Aramco plans to launch the IPO this year and 
list its shares on Tadawul, the Saudi stock exchange.  The 
stock sale could be the largest in history based on the 
government’s $2 trillion valuation of the company.  
 The New York, London, Hong Kong, Singapore, Tokyo 
and Toronto stock exchanges also are competing for the 
offering.
 Roesle pointed to other areas that “have given the 
industry some optimism that we have turned the corner,” 
including the “resurgence of activity in west Texas in the 
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Forecasts for 2017 Oil Prices from 122 Respondents at 
2016 Ryder Scott Reserves Conference

Estimated Price per Barrel in Dollars

“It’s been tough over the past 2-½ 
years but I see some improvement 
out there and perhaps so do you.”

Permian and Delaware basins and other areas.”  He cited positive 
developments in management changes in some companies that now 
have a “new outlook for operating in a low-price environment.”
 “When we meet in 12 months, what will be the new norm,” he 
asked the audience.  The next Ryder Scott Houston conference is 
Thursday, Sept. 13. 


