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DISCLAIMER

The information conveyed in the following presentation represents informed 
opinions about certain laws, regulations and interpretations but should not be 

considered as advice or counsel about any specific provision or topic.  The 
applicability of the guidance provided herein should be considered on a case-by-

case basis.

The redistribution of any materials, including the information provided in electronic 
format, is prohibited without the written consent of Ryder Scott Company, L.P. 

(Ryder Scott) and the speaker. 
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• Background on the role of the SEC

• Demystifying the SEC review process

• Touch on some of the fundamental issues underlying disclosure 
requirements regarding reserves

• Provide some recent statistics on the focus of SEC comment letters related 
to reserves

OUTLINE OF THE PRESENTATION
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requirements regarding reserves 
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OUTLINE OF THE PRESENTATION
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The Securities Act of 1933

Often referred to as the “truth in securities” law.  
It had two main objectives:

• Required that investors receive financial and 
other significant information concerning 
securities being offered for public sale

• Prohibited deceit, misrepresentations, and 
other fraud in the sale of securities

WHY ARE RESERVES IMPORTANT TO THE SEC?

83% drop from 
peak to trough

Sources: SEC.gov | The Laws That Govern the Securities Industry
Great Depression Stock Market Crash - Bing images

https://www.sec.gov/about/about-securities-laws#secexact1934
https://www.bing.com/images/search?q=Great+Depression+Stock+Market+Crash&mmreqh=Rh%2bAqOTfoot6JlArWIjOrN1euEEfUX%2bqwQvr0OFUF8A%3d&first=1&selectedindex=41&id=53BBE487EABA1791B6C895D40C2F481DA51DF81E&ccid=lKTyBr94&simid=608056306014564207&ck=DCFF6FC12917DEB339AA523778F6101F&thid=OIP.lKTyBr94tWSpPbbMPBiivwHaEw&mediaurl=https%3A%2F%2Fth.bing.com%2Fth%2Fid%2FR.94a4f206bf78b564a93db6cc3c18a2bf%3Frik%3DHvgdpR1ILwzUlQ%26riu%3Dhttp%253a%252f%252fgreatdepr.weebly.com%252fuploads%252f4%252f9%252f3%252f0%252f49303983%252f3692533_orig.jpg%26ehk%3DiRyY0jE9JDuybz8sEy51wNHATWpqn1zh%252bGG%252blxJ3IWs%253d%26risl%3D%26pid%3DImgRaw%26r%3D0&exph=257&expw=400&vt=0&sim=11
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The Exchange Act of 1934

• With this Act, Congress created the 
Securities and Exchange Commission (SEC);

• The Act identifies and prohibits certain 
types of conduct in the markets 

• The Act also empowered the SEC to require 
periodic reporting of information by 
companies with publicly traded securities 

THE FORMATION OF THE SEC

Sources: SEC.gov | The Laws That Govern the Securities Industry
securites and exchange commission 1934 - Bing images

https://www.sec.gov/about/about-securities-laws#secexact1934
https://www.bing.com/images/search?view=detailV2&ccid=0BIz%2bWRk&id=893DF4A8430E4469B608B3FF49642593EEC3B0DF&thid=OIP.0BIz-WRkWHL9IA__3NAgpQAAAA&mediaurl=https%3a%2f%2fth.bing.com%2fth%2fid%2fR.d01233f964645872fd200fffdcd020a5%3frik%3d37DD7pMlZEn%252fsw%26riu%3dhttp%253a%252f%252f75056748.weebly.com%252fuploads%252f1%252f4%252f7%252f4%252f14745864%252f7181243_orig.jpg%253f273%26ehk%3dvG7wWhO2g6nYr3VTQsghQORp%252fXdAdhQe62jGNRIuygA%253d%26risl%3d%26pid%3dImgRaw%26r%3d0&exph=412&expw=472&q=securites+and+exchange+commission+1934&simid=607995420587860788&FORM=IRPRST&ck=D38928C1F268296412372B1E89ED5E7A&selectedIndex=10&ajaxhist=0&ajaxserp=0
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The Energy Policy and Conservation Act (EPCA) of 1975

• EPCA is the United States Act of Congress that 
responded to the 1973 oil crisis by creating a 
comprehensive approach to federal energy policy.

• Primary goals of EPCA are to increase energy 
production and supply, reduce energy demand, provide 
energy efficiency, and give the executive branch 
additional powers to respond to disruptions in energy 
supply.

• EPCA directed the SEC “to take such steps as may be 
necessary to assure the development and observance 
of accounting practices to be followed in the 
preparation of accounts by persons engaged, in whole 
or in part, in the production of crude oil or natural gas
in the United States.”

WHAT HAPPENED DURING THE EARLY 70’S OIL CRISIS?

Sources: Energy Policy and Conservation Act – Wikipedia
The Energy Policy and Conservation Act - Bing images

https://en.wikipedia.org/wiki/Energy_Policy_and_Conservation_Act
https://www.bing.com/images/search?view=detailV2&ccid=bnl53Yfq&id=A4CDB7958D2EACB0E325A0F3D47C79E023EFAFA5&thid=OIP.bnl53YfqC0OIC9rebZDPcgHaFj&mediaurl=https%3a%2f%2fimage2.slideserve.com%2f4346008%2fenergy-policy-and-conservation-act-1975-l.jpg&cdnurl=https%3a%2f%2fth.bing.com%2fth%2fid%2fR.6e7979dd87ea0b43880bdade6d90cf72%3frik%3dpa%252fvI%252bB5fNTzoA%26pid%3dImgRaw%26r%3d0&exph=767&expw=1023&q=The+Energy+Policy+and+Conservation+Act&simid=608003447876507309&FORM=IRPRST&ck=A5FE9C45C8D8EFFF1B5A1FB5C5CBA0B6&selectedIndex=2&ajaxhist=0&ajaxserp=0
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The Sarbanes-Oxley (SOX) Act of 2002

• SOX is a US federal law that was passed to protect 
investors and improve corporate disclosure and 
auditing

• SOX banned company loans to corporate executives 
and provided protection to whistleblowers

• Mandated the SEC to review the periodic filings of all 
public companies on a regular basis

• In no event shall an issuer required to file reports under 
section 13(a) or 15(d) of the Securities Exchange Act of 
1934 be reviewed under this section less frequently 
than once every 3 years.

EPCA … UNTIL ENRON ET AL. CHANGED THE SCRIPTS

Sources: EnronStockPriceAugust2000toJanuary2001 - Enron – Wikipedia
Sarbanes-Oxley Act of 2002, Public Law 107-204 | U.S. Department of Labor (dol.gov)

https://en.wikipedia.org/wiki/Enron#/media/File:EnronStockPriceAugust2000toJanuary2001.svg
https://www.dol.gov/agencies/oalj/PUBLIC/WHISTLEBLOWER/REFERENCES/STATUTES/SARBANES_OXLEY_ACT_OF_2002
https://en.wikipedia.org/wiki/Enron#/media/File:EnronStockPriceAugust2000toJanuary2001.svg
https://www.dol.gov/agencies/oalj/PUBLIC/WHISTLEBLOWER/REFERENCES/STATUTES/SARBANES_OXLEY_ACT_OF_2002
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• Background on the role of the SEC

• Demystifying the SEC review process

• Touch on some of the fundamental issues underlying the disclosure 
requirements regarding reserves

• Provide some recent statistics on the focus of SEC comment letters related 
to reserves

OUTLINE OF THE PRESENTATION
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FLOW CHART OF SEC REVIEW PROCESS

I.  A 10-K filing must be 
submitted within 90 days after 
the end of the company’s 
fiscal year.  A 40-F filing must 
be submitted the same day 
that Canadian law requires the 
annual report to be filed.

II.  The SEC will decide whether 
to commence a review.  SEC is 
required by the Sarbanes-Oxley 
Act of 2002 to conduct a review 
once every three years.  

III.  If a review is undertaken, the process begins with a 
preliminary review, which may trigger a more rigorous 
review.  Criteria for preliminary review is not publicly 
disclosed, and the findings of the preliminary review may 
result in no further action by the SEC.  If the findings of 
an initial review require more action, comment letters 
will be initiated as part of a more rigorous process.  

IV.  If the SEC determines that a further review 
is required, the level of review may be one of 
three actions: (1) a full “cover to cover” 
review; (2) a financial statement review; or (3) 
a targeted issue review.  A comment letter 
may or may not be the result of these reviews.
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POSSIBLE OUTCOMES OF THE REVIEW PROCESS

I.  SEC takes no action

III.  Restatement of 
financial reporting and 
reserves 

Source: https://www.sec.gov/litigation/complaints/2008/comp20642.pdf

IV.  Litigation action

II.  Revisions to Future 
Disclosures and/or 
amendment to filing(s)
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POINTS FOR CONSIDERATION

• If you are not filing under the SEC, does this presentation have any value to you?

• Who oversees the use of PRMS?

• Are the questions posed by the SEC appropriate to ask of a PRMS reserves report?

• Is the definition of proved reserves the same?
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SPE-PRMS VS. SEC
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DEFINITION OF PROVED: SEC

(22) Proved oil and gas reserves are those 
quantities of oil and gas, which, by analysis of 
geoscience and engineering data, can be estimated 
with reasonable certainty to be economically 
producible—from a given date forward, from 
known reservoirs, and under existing economic 
conditions, operating methods, and government 
regulations— prior to the time at which contracts 
providing the right to operate expire, unless 
evidence indicates that renewal is reasonably 
certain, regardless of whether deterministic or 
probabilistic methods are used for the estimation. 
The project to extract the hydrocarbons must have 
commenced or the operator must be reasonably 
certain that it will commence the project within a 
reasonable time.

SEC
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DEFINITION OF PROVED: SPE-PRMS

2.2.2: Proved Reserves are those quantities of
petroleum, which, by analysis of geoscience and 
engineering data, can be estimated with 
reasonable certainty to be commercially 
recoverable, from a given date forward, from 
known reservoirs and under defined economic 
conditions, operating methods, and government 
regulations. If deterministic methods are used, 
the term reasonable certainty is intended to 
express a high degree of confidence that the 
quantities will be recovered.  If probabilistic 
methods are used, there should be at least a 90% 
probability that the quantities actually recovered 
will equal or exceed the estimate.

SPE-PRMS
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DEFINITION OF PROVED COMPARISON

2.2.2: Proved Reserves are those quantities of
petroleum, which, by analysis of geoscience and 
engineering data, can be estimated with 
reasonable certainty to be commercially 
recoverable, from a given date forward, from 
known reservoirs and under defined economic 
conditions, operating methods, and government 
regulations. If deterministic methods are used, 
the term reasonable certainty is intended to 
express a high degree of confidence that the 
quantities will be recovered.  If probabilistic 
methods are used, there should be at least a 90% 
probability that the quantities actually recovered 
will equal or exceed the estimate.

(22) Proved oil and gas reserves are those 
quantities of oil and gas, which, by analysis of 
geoscience and engineering data, can be estimated 
with reasonable certainty to be economically 
producible—from a given date forward, from 
known reservoirs, and under existing economic 
conditions, operating methods, and government 
regulations— prior to the time at which contracts 
providing the right to operate expire, unless 
evidence indicates that renewal is reasonably 
certain, regardless of whether deterministic or 
probabilistic methods are used for the estimation. 
The project to extract the hydrocarbons must have 
commenced or the operator must be reasonably 
certain that it will commence the project within a 
reasonable time.

SPE-PRMS SEC
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HIGH DEGREE OF CONFIDENCE

Appendix A: If deterministic methods are 

used, the term “reasonable certainty” 
is intended to express a high degree of 
confidence that the quantities will be 
recovered. 

2.2.2: If probabilistic methods are used, there 
should be at least a 90% probability that the 
quantities actually recovered will equal or exceed 
the estimate.

(24) Reasonable certainty. If deterministic methods are 
used, reasonable certainty means a high degree of 
confidence that the quantities will be recovered. If 
probabilistic methods are used, there should be at 
least a 90% probability that the quantities actually 
recovered will equal or exceed the estimate. A high 
degree of confidence exists if the quantity is much 
more likely to be achieved than not, and, as changes 
due to increased availability of geoscience (geological, 
geophysical, and geochemical), engineering, and 
economic data are made to estimated ultimate 
recovery (EUR) with time, reasonably certain EUR is 
much more likely to increase or remain constant than 
to decrease.

SPE-PRMS SEC
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HOW ABOUT CANADIAN FILERS?

There are definition differences between the SEC and COGEH:
• SEC doesn’t recognize the contingent or prospective resources classifications. COGEH does recognize these 

additional classifications of resources.
• COGEH requires a 1P and 2P range of estimates for each reserve category with the Proved + Probable 

considered to be the most likely outcome and the Proved equal to something less than the most likely.
• COGEH accepts escalated price and cost parameters while the SEC accepts flat price and cost parameters, 

with the exception of fixed contracts, as the required pricing scenario. The SEC will allow for an additional 
alternative case using escalated prices and costs.

• COGEH and the SEC limit development to the 5-year rule for Proved. COGEH will allow a 10-year rule in the 
Probable Undeveloped category where the company has large inventories of locations in unconventional 
resource plays. 

• The SEC and COGEH require a development plan budget sign-off by the company however under COGEH the 
company does not have to necessarily have access to the capital required for development

• COGEH requires substantially more documentation in a very detailed report whereas the SEC reports 
require the detailed work notes be kept with the evaluator

• COGEH reserves disclosure requirements are spelled out in Form NI 51-101F1
• NI 51-101 is more comparable to SPE-PRMS
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requirements regarding reserves

• Provide some recent statistics on the focus of SEC comment letters related 
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OUTLINE OF THE PRESENTATION
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WHAT COMMENT LETTERS ARE WE FOCUSING ON?

• Comment letters sent to oil and gas filers (SIC* = 1311 and 2911) between November 
2021 and December 2022.

• Comments respond to many types of SEC filings, predominately 10-K and 20F forms for 
years ending 12/31/2021 and 12/31/2022, along with other filings.

Before Screening After Screening

31 Companies 30

53 Letters 52

269 Reserves Related Comments 183

* Standard Industrial Classification: SEC.gov | Division of Corporation Finance: Standard Industrial Classification (SIC) Code List
SIC Code 1311 Industry Title = Crude Petroleum and Natural Gas
SIC Code 2911 Industry Title = Petroleum Refining

https://www.sec.gov/corpfin/division-of-corporation-finance-standard-industrial-classification-sic-code-list
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… MORE GRANULARITY

More US 
transactions 

by China 
Petroleum
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FACTOR ANALYSIS OF THE SEC COMMENT LETTERS

Climate and 
Greenhouse 

Gases are now 
under focus
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FACTOR ANALYSIS OF CLIMATE AND GREENHOUSE GAS LETTERS
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SEC PROPOSED STANDARDIZED CLIMATE-RELATED DISCLOSURES 

• February 2010; the SEC provided guidance related to climate change disclosure.1 

• May 2020; the SEC Investor Advisory Committee approved recommendations to 
begin updating reporting requirements for issuers to include decision-making 
material pertaining to environmental, social, and governance (ESG) factors.2

• A press release in March 2021 announced the SEC Division of Examinations with 
an enhanced focus on climate-related risks.3

• March 2022; the SEC proposed rules to enhance and standardize climate-
related disclosures for investors.4

3 https://www.sec.gov/news/press-release/2021-39

2 https://www.sec.gov/news/public-statement/lee-climate-change-disclosures

1 https://www.sec.gov/rules/interp/2010/33-9106.pdfSources:

4 https://www.sec.gov/news/press-release/2022-46
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CLIMATE AND GREEN HOUSE GAS – EXAMPLE COMMENT LETTER

“We note from your response to prior comment 6 that your compliance with climate-related 
laws and regulations can increase your exposure to litigation. Please tell us how you considered 
providing disclosure addressing the risks associated with the possibility of climate change related 
litigation, including litigation not solely related to compliance with climate-related laws and 
regulations, and its potential impact.” – SEC Staff

Takeaway Point: A third party report from a trusted source can help to address these 
kinds of comments from the SEC.
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THIRD PARTY REPORTING

For Ryder Scott Internal Use Only
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CLIMATE AND GREEN HOUSE GAS – COMPANY RESPONSE

In considering disclosures of the risk of climate-related litigation, we considered the merits of 
litigation that has already been brought and the likelihood of additional litigation that could 
reasonably be expected to have a material adverse effect on the Company. Given the expectation 
of continued legal, political and shareholder pressure on companies, including us, relating to 
climate-related matters, we intend to include the following additional Risk Factor under the 
subheading “Regulatory and Environmental, Climate and Weather Risks” in our future filings:

Continuing political and social concerns about the issues of climate change may result in 
changes to our business and significant expenditures, including litigation-related expenses.
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CLIMATE AND GREEN HOUSE GAS – COMPANY RESPONSE CONTD.

“Increasing attention to global climate change has resulted in increased investor attention and an increased risk of 
public and private litigation, which could increase our costs or otherwise adversely affect our business. For 
example, shareholder activism has recently been increasing in our industry, and shareholders may attempt to effect 
changes to our business or governance, whether by shareholder proposals, public campaigns, proxy solicitations or 
otherwise. Additionally, cities, counties, and other governmental entities in several states in the U.S. began filing 
lawsuits against energy companies in 2017, including [Company] lawsuits seek damages allegedly associated with 
climate change, and the plaintiffs are seeking unspecified damages and abatement under various tort theories. 
Similar lawsuits may be filed in other jurisdictions. We believe these lawsuits are an inappropriate vehicle to address 
the challenges associated with climate change and will vigorously defend against them for lacking factual and legal 
merit. The ultimate outcome and impact to us of any such litigation cannot be predicted with certainty, and we 
could incur substantial legal costs associated with defending these and similar lawsuits in the future. Additionally, 
any of these risks could result in unexpected costs, negative sentiments about our company, disruptions in our 
operations, increases to our operating expenses and reduced demand for our products, which in turn could have an 
adverse effect on our business, financial condition and results of operations.” – Company Response

Takeaway Point: There is risk of litigation and uncertainty due to the impact of climate change on 
business operations



Numbers to Count On. Experts to Trust.Numbers to Count On. Experts to Trust. 29

OUTCOME OF THE REVIEW OF RECENT 10-K FILINGS
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COMMENT LETTERS WITH FUTURE DISCLOSURES
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SARBANES-OXLEY (2002) … 2023+, “EVOLVING” EMISSION STANDARDS

Source: https://www.epa.gov/controlling-air-pollution-oil-and-
natural-gas-industry/epa-proposes-new-source-performance
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CONCLUSIONS

• Environmental impact of Climate Change and Greenhouse Gases is becoming 
increasingly important to the SEC.

• Comment Letters are not to be scared of.  They allow us to understand the 
thinking of SEC staff, and they seldom result in litigation action by the SEC.

• Comprehensive filing disclosures on significant changes are usually enough to 
satisfy the SEC’s inquiries. 



Thanks to Ryder Scott, Dan Olds, Miles 
Palke, Andrew Wright, Anthony DiNoia, and 

the Conference Attendees. 
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