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Jirmmy Daboo is KPMG's Global Head of Audit — Energy & MNatural Rescources
and has over 30 years of experience in audit and in supporting companies
through IPOs, mergers and acquisitions and refinancings.

Jirrrny has led the audits of large multi-national companies based in the
LK and overseas in the Energy & Natural Resources sectors as well as
other FTSE-100 companies in hi-tech high-investment industries such as
pharmaceuticals and asrcspace.

Jimrmy has a particular interest in the development of clear, concise and investor-relevant corporate
Tepaorting.

Resource Assessment Data, Requirements for Consistency, Reliability, Transparency
and Comparability

There are many non-technical users of resource data, each with their own particular needs.

My focus will be on the needs of investors in publicly listed companies.

There are a number of frameworks in use but little consistency. I will pose questions about the utility
of the reserves and resources information published by companies today, the investor expectation/
comprehension gap, the pay-offs between comparability and company-specific views and impact of
reserves and resources data on company valuations.

['will also explore some new areas in which investors are increasingly demanding more transparency —
climate change and its impact on individual companies — and the role reserves and resources data can

play in meeting this need.

Finally [ will pose the question "Dio global capital markets need a single globally consistent framework
for reserves and resources disclosure by publicly listed companies?”
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Presentation outine

D Users and uses of Reserves and Resources data

2 Reserves reporting and variations in Reserves data

2 Investor expectations/comprehension gaps

> Reporting and understanding the risks
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Whoare the stakeholders?

Oil and Gas
Companies
Securities Regulators
SEC (US) —_
FCA (UK)
AIM (UK)
CSA (Canada)
HKEX (Hong Kong)
ASX (Australia) 4 Government Agencies
ESMA (Europe)
™ o BOEM
@ o UNFC
Financial
Institutions
o IASB
SPE Oil and Gas Reserves Committee (OGRC)
mandate is to maintain universal standard
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What are Investors looking for?
©O)

Comparability between
companies but also
management’s view

v

Consistency and 95
transparency An easy route to value
L J
E—-.g

And numbers that don’t
change!

i

Understanding of reserve
and resource maturation

KPMG 5
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Risk and
uncertainty
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ENsIon gap?

— SPE versus SEC proved
reserves

— Company specific price
assumptions (often not
disclosed)

Measurement standards diffe\r /

Metrics required to be
reported differ across
regulatory regimes

Consistency (between
standard and
deterministic/probabilistic)

KPMG
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Lan this ever be delivered?
S there a comprenension gap? (cont)
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Investors still
. r r Companies imagine physical
Tax/royalty regimes Greate P gine py
: transparency over reluctance to be barrels — subsurface
versus PSC regimes . .
uncertainty open risk not well
understood
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WIlwe always Nave Pans .

Agreement Task Force on

negotiated and Climate Related

adopted by Financial Disclosures  Final TCFD
consensus at Agreement (TCFD) issue report presented at
COP21. entered into force: for consultation: G20 Summit;

12 December 2015 4 November 2016 14 December 2016 6 July 2017

_____________________________________________________________________________________

Threshold for entry 147 parties have Final TCFD
to agreement ratified (of 197): report published:
reached: December 2016 June 2017

5 October 2016
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Portfolio assessment
to ensure resilience

-

Alignment of public

policy advocacy and

company’s lobbying
efforts

male B\E]TBU 1SKS are now a nign priorty

D

Common
Transition plan shareholder
to a low carbon concerns
model
S ! 4

Link executive pay to

B Planto reduce GHG, P
low carbon emissions

methane, CO2 emissions

Lobbying activity and
expenditure disclosure

0‘0.
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Chevron investors back
off from climate change
proposal

Shareholder groups
wanted annual report on
risks that policies pose to
oil company

Financial Times, 15 May,
2017

Exxon investors defy
board on climate
reporting

BlackRock backs
shareholder vote for
assessment of global risks

Financial Times, 31 May,
2017
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Unburnt
barrels/stranded
assets

How should the
burden be
shared?

Impact on value

likely to be less

than impact on
reserves

Majors trading at
20-30% discount
to NAV - has this
been factored in?
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—BP ——Chevron =—Eni ——ExxonMobil ——Shell -———Statoil ——Total

Source: Woodmac

Gas increases from 41% to 50% of total production between 2010 and 2030
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Summary of recommended disclosures

A

Governance
Recommendation:
Disclose the organisations
governance around
climate-related risks and
opportunities

Disclosures:

Describe the board's oversight of
and management's role

in - assessing and managing,
risks and opportunities

Strategy

Recommendation:

Disclose the actual and potential
impacts of climate-related risks
and opportunities on the
organisations businesses,
strategy, and financial planning

Disclosures:

Describe the climate-related
financial risks and opportunities
the organisation has identified and
the impact of these risks to
business, strategy and financial
planning. Also use scenario
analysis to describe the impact of
different global warming scenarios
and the likely associated policy
and market responses

Source: TCFD: Task Force on Climate-Related Financial Disclosures

KPMG

CE 18porting requiremen

Risk management
Recommendation:

Disclose how the organisation
identifies, assesses, and manages
climate-related financial risks

Disclosures:

Risks and how these processes
are integrated into the
organisations overall risk
management approach

Document Classification: KPMG Public

Metrics and targets
Recommendation:

Disclose the metrics and targets
used to assess and manage
relevant climate-related financial
risks and opportunities

Disclosures:

Disclose metrics used to assess
climate-related financial risks and
opportunities and disclose GHG
emissions and the related risks.
Describe targets used to manage
climate-related risks and
opportunities and performance
against these targets
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Consistency an unachievable ideal BUT far more
could be done

The IASB working with the FASB could be the trigger

“Simple” reserves reporting becoming less and less
relevant

More transparency will be needed around company
specific assumptions

Do global capital markets need a single globally : 3 , w
consistent framework for reserves and resources : : e R
disclosure by publicly listed companies?

=» Yes and much more besides!!
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