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DISCLAIMER

TThe epiniens expressed herein are
these of the presenter and de not
necessarily/ represent the VIEWS or

POSIHIGNS Gff any/ ether Individuals) oF
ehganizations

=T
b

4
=



WHAT STANDARDS ARE MANDATED FOR
RESERVES ESTIMATORS BY THE US SEC?

¢ There are NO statutory requirements in
the US relating te the qualifications of
employees preparing reserves estimates
for public companies

¢ Individuall companies are assumed te have
estaklished internal standards anad
requisite traiming

¢ Consulting firms must employ, at least
ONE state-licensed engineer



A BIT OF HISTORY

¢ “Under Roger, King of Norway.
doctors In 1104 were reguired to be
examined and certified: by thelr peers
pPefere they were allewed te) offer
thEIr Services te the puklic.™

SeuKrce: Engineernng Registration
Commitiee’— SPE =009
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What Certification IS not

¢ Certification of reserves evaluators is not
a form of licensing

¢ Certification confers no rights nor
privileges

¢ Certification Isi not designed te create
PUSIRESS o) consultants

¢ Certification IS net designed; te: expand
meEmBErshIpIRrany, erganization

¢ Certiication IS net prmarily fecused on
SEC reperting



What Certification Is not — cont’d

¢ Certification willl not bring “accuracy” to
reserves estimation and reporting —
estimates remain; estimates and will
always contain Uncertainty!

¢ Certification IS noet envisioned to compete
WIth ner replace other recognitions of;
prelessienal cCompetence

¢ Certification Invelves training aneui
FESERVES evallation: and net: akeui:
tEacChING GECSCIERCE and engineerng
filRdamentals 9,



WHAT THEN IS CERTIFICATION?

¢ The awarding ofi a certificate simply:
means that a qualified individual has
successiully completed a course of
study andl an open-nkeok examination
demonstrating his/her understanding
Off InduUstRy/-approved materals

9 [he maintenance of a certificate will
reguireranpialicontinuing education
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AND NOW, WHY
CERTIFICATION?

¢ Landmen can become certified
¢ Geologists can obtain certification
¢ Accountants can become certified

& A “reserves engineer” has NO eppoertunity.
to) attaig the same: level of proefessienalisim

& Resenrves evaluatoers WillFnever e
respected as prefessionals (1 my/. epinicn)
Unptifwerelevate ourselVves as) professionals
USIRG IRdUSHRY recognized standares



AND NOW, WHY
CERTIEICATION - cont'd?

¢ Obvious to many that industry has failed
to maintain training of gualified! individuals
— pboth geoscientists and engineers — In
sufficient depth to consistently produce
reserves estimates that meet the needs of
Industry, INVesters and regulaters

¢ raining Withinr companies — Producers
and consultants — Is erratic and
Inconsistent — and sometimes shallow

9 Shallewrelates et torceptr ol training
and reachWithinrthe: company. 7
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AND NOW, WHY
CERTIEICATION? — Cont’d

& Users of reserves information have noe way.
to be assured that reserves evaluatoers
have been properly trained beyoend the
company. saying so.

¢ Slgnificant pregress Is heing made —but:
slewly’ — as result of ther Sarkanes-Oxiey.
ANejt 0) 7 20)0)2

9 A resServelr ENgINEEr OF JEeoscientist:
reguires additienalftrainng ter vecome a
ESERVEs) eval Aoy
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AND NOW, WHY
CERTIEICATION? - Cont’d

¢ Given the economic consequences of the work of

reserves evaluators, professional worldwide
reserves estimation ‘recommended practices”
should be developed and made available to thoese
Whoe choeese to participate

Most af the reguired study: materials comprising
suchl standards exists In; the ferm of
AAPG/SPE/SPEE/ASE PapPeErs and publications: and
IR IRGUSER/A trAaIRING materals

Collecting, screening andceompiling this
IRfGrmMation INte; 2 coRErent “recemmencded
PrACHCES manualiis Step 4



ORGANIZATIONAL STRUCTURE

¢ Management T'eam
& Steering Committee (Chairs ofi below)
(A) Qualifications
(B) Recommended practices for
(1) geoscientists
(2) engineers
(©) Reserves; defimitions
(D) Ethics: traiming
(E)F Examinaten/cCertiiicaon/CE
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ORGANIZATION CHART




Committee Chairmen

¢ Qualifications — Ken Mallon — AAPG
¢ Ethics — Scott Hickman — SPE/SPEE
¢ Definitions — Claude McMichaell —SPE/AAPG
¢ Recommended: practices
(@) Engineering — Curtis Phillips — SPE
(b)) Geosclence — Creties Jenkins -
AARPG
¢ Certification
(@) Examinatien — Gpen
() Contintine EdUcation = GpEM =
(©) Certification— Rick Ericksen~ AARG’
11)



INITIATIVE PROGRESS TO DATE

o \We have advanced! far heyond the

2Nad oI the PeEgINNING PUL NOL SO Ak
that We can SeE the PegIinnIing ol the

sipjel




A COMMENT ABOUT
QUALIEICATIONS

¢ Program designed to admit only
competent reservoir endineers and
geoscientists as recognized by thelr peers

¢ Competent” definition open to debate

¢ Study matenals created to enable
gualified reservelr engineer to heceme a
“resen/es engineer” equipped toe prepare
FESERVES reports andl evaluations

¢ [IhE term “evalliations:™ hErEINIdeeS not
RECESSANIly EQUater tormarket appralsals, ol
estimatng eif ENVIV/




A COMMENT ABOUT ETHICS

TRAINING

¢ Suggest training In “applied ethics™ such
as Independence of Internal or external
evaluaters

¢ Et
¢ Et
¢ Et

determination

NIcs relateo
NICS relatec

NICcS relatec

to litigation
Lo professional gualificatieons
Lo Unlibzaten; equity,

¢ Ethics related to conflicts, and on and on



COMMENTS ABOUT
ENGINEERING RECOMMENDED
PRACTICES STUDY SOURCES

& ASC Ol & Gas Reserves Handbook (2002)
¢ Numerous SPE, SPEE, AARPG, OIC papers

¢ Company. reserves manuals and training
materals

¢ Attention te simulatiens pPreakIliStics,
CBIVI, seiIsmic, EOR, sefitware, etc

¢ Terms — reviews, audits, determinations
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COMMENTS ABOUT
DEEINITIONS

¢ Expand understanding and
differences off SPE/M/PC, ASC, SEC,
UK, HK, ESU and other relevant
definrtions

¢ Prepare template: that provides a
vistaliand fuRctional cComparisen o
relevanit definitions

N
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ACCESSIBILITY/AVAILABILITY

¢ Conceived to be web-based and accessible
to any gualified persen

¢ All study documenits to be available in
digital fierm (a2t neminal cost)

& Examination; designed by, relevant
committee te assure comprenension anad
UnRderstanding

9 OpPENFPEEK examinatien; may. require
PROECLGKING GF affidaVit el respected Persen
ERSERING examinaticn coNE UG
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EXAMINATION CONCEPT

¢+ Multiple choice guestions prepared by committees
to measure adeguacy of understanding ofi study
materials

¢ Will need some oversight ofi education
professionals te ensure acceptabllity: of results

¢ Applicant must confirm his/her study and
understanding off all course materals andl he
deemed ready fior the examination

o Applicant te e given passwerd tor allew: enitry
INte test site

¢ Exam BegIns With randen assignment: of
guUEestions el each Section oif study andi URder
OVErSIghts Off 2 ESpEecied! PErseR WG attests te
examinatienrconditicnsincluding timelimitations
) O
I



UNANSWERED QUESTIONS
SO FAR

¢ Cost to applicant

¢ Launch date — US “beta testing”?

¢ Development budget — AAPG/SPEE

¢ Level off SPE support

¢ Grievance Process

¢ Re-certification) schedule — annuall,, Ienger?

¢  ElN program fier presenitly, ungualified
IRAVIdU2IS?

9 Compatipiity, Withr existingl AAPG pregram
O] Certiiy, petreletn geelenists
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WHERE IS SUPPORT
COMING FROM?

¢ Program Is driven by motivated

professionals as individuals and not by
companies

& Active committee memers, ohservers and
SuppeKters come from allf industry/
Segmenits — supermajors, Independents,
NOECS, WPE, bankers, edlcators,

FEgulaters, accounting frms; copsultanits
and prefessional asseciations
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OUTSIDE RECOGNITION

MAJOR ENDORSEMENT BY DELOATTE &
TOUCHE ON FEBRUARY 10, 2003 {cont )

= “In o view, the irst and most mporiant stepin
assurance and restoring confidence is

IMEOVEe]
for market requiators and accounting standard
setters to require that resaves esimates

disciosed n anmusal reports be prepaned by
sultahly “certified” engineers in accordance with

the standards and quidelines set oul by the

SPE/SPEE. ‘Cerlied” engineers inthis context

will thus inciude ol companies” ntanal
auﬂurﬂmealgﬂgedﬂmm




Testimony ofi Bala Dharan:

¢ (@)“TThe quality credibility (gap) which affects the relevance
off the reserves information is caused by a lack of
common technical standards and lack of training and
certification pregrams te propagate the standards ameng
all evaluaters. There Is alse noe industry~-Wide Peer review: or
moenitering proegram.*

s (o) “The reporting credibility” (gap) Whichi affiects; relialility
IS caused 9y the act that reserves disclesures are not
audited by external o Independent resenves, evaluators.
Rather than relying en continued Ucks It IS preferanle ok
the Industhy te Sereusly, ConsIder propesals: ol Certification
andireserves avdit:



(c) “The first proposal Is te require a certification program
for reserves evaluators. Several industry leaders have
called for certification requirements.
Alse, ethics education needs to be part of the training.”

(d)“The second propesal, te Impreve the reliability of
the resenves, Is to require an Independent reser/es
auait:*

(e)-ihe third prepesal IS fer the separation ol the reserve
auditing functien: frem the: FrEserves consulting

() Fourths thernadtsty/andithe SEC nEEd tor adopt 2
pPHRCIPIE-19aSEE apRrEACH:



ARE THERE CRITICS AND
‘NON-BELIEVERS” ?

¢ Program deemed unnecessary by some
Who do not recognize a problem

& Some experienced evaluators strongly
resist the examination reguirement

& SEme say state licensing Is adeguate
» Seme fear that the initial = \Voeluntar

pregramwill“heceme: a reguiremenit 19y
thelr empleyer or client

& Andl ethers seem te) simply. resist change
andfarercomiortallenvith the “statlsfguo™
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SOME FINAL QUESTIONS TO
PONDER

¢ Should iIndependent reserves reports
pe signed by both geoscientists and
engineers In most cases?

¢ Sheuldl ether erganizatiens be Invitead
adS CO-SPONSERSZ SPWICA, SEG, WEEC,
ethersZ\Wher de Voeu stggest?

9 \What are yeulr pHmaR/ CORCERIS
2PEUIE thenibaue?



SURVEY RESPONSES TO DATE

¢ Austin SPEE 03/22/05

¢ Dallas HEES 04/04/05




DALLAS SPE/HEES 04/05
69 Individual respenses

¢ From Industry Perspective

NG epinion ol program 7%
See no need 109%
See some need 58%
See strong need 22%6

SoUld resist
y Enem Personail P
Neji r\ooJ JsloJe
WIlFCONSICGEN:
WIlFSEEeK
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2005 Major Speaking Opportunities
About Certification et al

» May 2005, OIC In Houston

» April-July: 4" engagements In Lendon
¢ September 18MA/PC in Johannesburg
» Octeper  SPE Annual Conference

» Nevemper: SPE Middle East - @atar



AND IN CONCLUSION

THANK YOU
FOR LISTENING AND
FOR YOUR INTERESH)
AND SUPPORT IN
THIS REVOLUTIONARY
EEE@IRIN
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