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1 Introduction

This report summarises the work of the Task Force on Revision of the United Nations Framework Classification (UNFC) that was nominated to propose a revision of the UNFC 2004. At the time of publishing this document, the Secretariat of the Organization of the Petroleum Exporting Countries (OPEC) is considering the possibility of providing comments. This report does therefore not necessarily reflect the views of the OPEC Secretariat.
2 Part I: The revision process

In 2004, the United Nations Economic and Social Council (ECOSOC)
 invited the Member States of the United Nations, international organizations and the regional commissions to consider taking appropriate measures for ensuring worldwide application of the Framework Classification.
Since then, a number of important classifications have been revised. Generally, there was a trend towards convergence with the principles found in UNFC-2004. The revised classifications included:  
· 2005 – New Russian Classification

· 2006 Revised CRIRSCO Template

· 2007 SPE Petroleum Resources Management System
· 2008 Revised SEC definitions

In addition, in 2003 Canada adopted its National Instrument 51-101 that was also in reasonable conformance with these revised classifications.

While clear convergence could be observed, it was even clearer that the number of different classifications did not decrease.  

In 2007, the UNECE Ad Hoc Group of Experts on Harmonization of Fossil Energy and Mineral Resources Terminology (AHGE) decided to map the differences and established a Task Force (UNFC Mapping Task Force) for this purpose. The report was discussed at the Fifth Session of the AHGE in April 2008. On that basis the AHGE: 

(a) 
Expressed appreciation for the work undertaken by the Mapping Task Force and by the many members of the Ad Hoc Group of Experts who had contributed to its successful completion;
(b) 
Considered the provisional Report of the Mapping Task Force, and generally agreed to use it as a basis for revising the UNFC and its specifications and guidelines, subject to comments from members of the Ad Hoc Group of Experts following further review;

(c) 
Confirmed authorization of the Bureau of the Ad Hoc Group of Experts to act on the views received on revising the 2004 UNFC (item (e) of the programme of work for 2008);

(d) 
Requested that a proposal for a revised UNFC be submitted to the Extended Bureau of the Committee of Sustainable Energy for consideration as early as possible;

(e) 
Requested the Bureau to prepare any proposed changes of the UNFC through a due and transparent process, including by posting a draft text on the UNECE website for public comment over a sufficient period of time; further requested that any proposals, comments and/or recommendations to be submitted to the Extended Bureau of the Committee on Sustainable Energy should be published on the UNECE website; and requested the Bureau to define an appropriate timeline, taking into consideration the guidance of the Director of the UNECE Sustainable Energy Division.

The Bureau of the AHGE then nominated a Task Force consisting of itself and selected experts
 for the purpose of developing and proposing a revised UNFC (UNFC Revision Task Force). 

The UNFC Revision Task Force held a number teleconferences and two workshops: one in London, 10-11 September 2008 hosted by StatoilHydro and BP; and, one in Stavanger, 2-4 March 2009 hosted by the Norwegian Petroleum Directorate. 

A draft revised UNFC and a draft Explanatory Note to it were posted on the AHGE website for public comments with the deadline of 6 February 2009.  A Press Release calling attention to the draft was issued by the UNECE on 10 December. At the same time the information was sent directly to the full membership of the AHGE by e-mail. At that time the membership included in excess of 300 experts worldwide.

The comments received on the draft were reviewed at the Stavanger Revision Task Force Workshop. This report summarises the general considerations of the Revision Task Force and recommends a revised UNFC-2009 to the AHGE.  
3 Part II General Considerations
The draft revised UNFC was prepared on the basis of the recommendations of the Mapping Task Force. In particular, emphasis was placed on simplifying the current version and adopting generic terminology using plain language. The comments received on the draft revised UNFC were, with few exceptions, very positive to the proposal for this simplified, generic, version and provided constructive comments for further improvements (1, 2, 3, 5, 7, 8, 9, 10, 11, 12, 13, 14, 15)
. All of the comments provided the Revision Task Force with valuable insight and an excellent basis for developing the UNFC as recommended in this report. 
Comments received and other information, including earlier work of the AHGE, form the basis for the general considerations below. Changes that have been made to the draft revised UNFC are addressed in Part III. 

3.1 Classes of recoverable and in place quantities
Some comments suggested that the UNFC should define fewer categories and/or sub-categories in order to provide latitude for the use of alternative classifications (5, 8, 10). Others requested greater detail be provided to facilitate the use of the UNFC as a stand alone classification
.

The primary Classes of the UNFC are defined and given names using plain language in order to facilitate high level communications, comparisons and harmonization. Additional Classes (combinations of categories and/or sub-categories) could be defined if considered to be useful for particular needs and this would be a matter for discussion in developing specifications to the UNFC. Suggestions are provided in this regard in some of the comments received.

Some sub-classes are also defined in UNFC-2009, making use of the level of detail provided by the sub-categories that have been defined at this high (generic) level. These categories can be sub-divided to cater for specific needs, for example, provided it is done in a structured, transparent and consistent manner. 
The proposed subdivision of the main UNFC categories is a compromise between the requirements for detail and the requirements for a simple basic classification structure.  

The three-dimensional expansion of the UNFC shows more combinations of categories than is defined in terms of Classes and Sub-classes shown in the two-dimensional illustrations. Some combinations of categories are not valid (10, 15), while others are not frequently used.

There is a need for further specifications of the categories. This is addressed below. In addition, there is a general need for guidelines advising how to apply the UNFC principles and specifications (14, 15).

3.2 Specifications
The UNFC must meet the needs that its stakeholders have for decision support. However there is no need to develop specifications and guidelines for the UNFC beyond those of generic and mostly functional nature that are required to facilitate a consistent application of the UNFC to meet the defined needs (global energy and mineral studies, government resource management, business process management and financial reporting) (2).
3.2.1 E- Axis - Economic and social conditions 

There is a need to be more specific with respect to the definitions of the economic and social conditions. Different users can have very divergent views on this (14).
This is an issue that must be researched thoroughly and dealt with through specifications. Today, it is dealt with tacitly – there are always some assumptions with respect to economic and social conditions behind every estimate – or explicitly.   

3.2.2 F-Axis: Developed/undeveloped quantities    

In corporate reporting in the petroleum sector, a distinction is often made between those quantities that can be recovered from wells and facilities that are already in place (i.e. the capital investments have been made) and those that require further investments before they can be recovered, even where they are part of the same development project (7).  The potential to accommodate this through the existing sub-categories of F1.1 and F1.2 should be investigated and, if necessary, specifications developed to ensure that this requirement can be addressed satisfactorily within the UNFC.

3.2.3 G-axis - Uncertainty and quality of in place quantities
There is a need to develop specifications with respect to the use of the G-axis categories (3, 6, 10, 14). The terms used in the UNFC are high level and cover, in a general way, the practice in all commodities. There are however important and justified differences between commodities, sometimes also of principles. For instance, some practitioners require a tolerance on G1. The recoverable quantities shall be known within plus or minus x% before they can be assigned to this category. Others are prescriptive with respect to the type of information that a G1 estimate can be based on, while again others have functional requirements and consider G1 to be a low (conservative) estimate with a defined high probability of being exceeded. The standardised solution considering concerns such as these must be found, but belong in specifications where it is possible to address different commodities appropriately when their physical characteristics require different solutions. 
When dealing with exploration projects, it is particularly useful to subdivide the Class holding the exploration quantities, i.e. E3, F3, G4 (7, 9, The Russian Federation in prior communication, the Norwegian Petroleum Directorate (NPD) in oral communication). In petroleum, a distinction is often made between the exploration maturity of plays, leads and prospects. In addition, there is a need to develop a standard description for the uncertainty associated with the estimates made (5, 7). 
There is a need to look further into qualifying the quantities in place (12, Glenn Brady and CRIRSCO in oral comments). Since the UNFC is a project status based classification, the quality of the in place resources will, in general be reflected in the status of the projects that are intended to exploit them. They can be differentiated both with respect to project maturity and economic and social viability. In addition, the level of certainty may be reflected. The need will therefore largely be confined to the qualification of in place quantities prior to the definition of recovery efforts to exploit them.  It is recommended that this issue be researched with the view to identify the best manner in which the UNFC categories can be subdivided to cater for this need. It has been highlighted by the Energy Resources Conservation Board of Alberta with respect to their vast unconventional petroleum resources and by Mr. Glenn Brady and CRIRSCO with respect to mineral resources. 

In corporate reporting, mineral resources are always reported as tonnages and average grade (or equivalent) in situ. However, at a national inventory level it is sometimes found to be more convenient to report resources as quantities of metal in situ (i.e. ounces of gold, tonnes of copper etc.) (17). This should be considered and addressed through adequate specifications under the UNFC. 

3.2.4 Reference point issues

It is important to clarify the reference point associated with any measured or estimated quantity in order to provide coherence with other information, including cash flows and the information defined in International Recommendations for Energy Statistics and the InterEnerStat Initiative of the International Energy Agency (16). Definition of reference points should be included in specifications to the UNFC.
3.3 Reliability 
Reliability of the numbers in a UNFC inventory is enhanced if changes can be monitored over time (16). This raises a series of issues that are largely related to the way in which the classification is maintained and used. 
In assessing the reliability of the numbers it is useful to see the cause for change. At the project level, this is relatively straight forward. At an aggregated level, it will in general not be possible unless additional information is provided. This is an issue to be considered by the collector of information when specifying the procedures to be followed when reporting the quantities. It is not an issue for the keeper of the classification. The UNFC is written to allow for such monitoring. As the UNFC respects material balance, the material balance equation can be applied throughout. This requires that the rate of increase of quantities in one category equals the rate of inflow, less the rate of outflow plus the rate of growth in the quantities residing in the class (re-evaluations).  Since the rate of outflow from one class is the rate of inflow in others (except for production), information on the class in which an outflow enters will be required if great rigor is desired. 

3.4 Reporting 

Financial reporting is outside the scope of a classification code (2). UNFC provides coherence with financial reporting items. It does not provide financial reporting rules.
Quality measures are required to assure proper reporting (16). This is the responsibility of the collector of information and falls outside the scope of developing and maintaining the UNFC.  
3.4.1 Artisan mining

In the developed nations, very large mineral areas are exploited by fully mechanized methods of mining, and using sophisticated computerized equipment for data acquisition at the mine site, whereas in India and other countries like Brazil, a vast majority of mining areas are relatively small to very small and are exploited by manual methods. It would be inappropriate to expect such entrepreneurs to generate data in the format of a resource classification such as the UNFC (6). The Revision Task Force recognises that this is the case also in other countries. 

Emphasis on decisions rather than formal studies supporting decisions may facilitate the use of the classification for the artisan mining sector at no detriment to the industrial sector. This can be addressed in the guidelines if necessary. The difficulties arise mostly with non-mature projects. Projects in category F1 are monitored by decisions in order to properly capture what actually will be done. If there are no projections available for future production, then recoverable quantities will be reassessed as they are being mined. 
3.4.2 Qualified person and other issues relating to reliability of the assessment and quality of the reporting processes 

Qualified (or “competent”) persons are required to estimate mineral resources and mineral reserves for public reporting (CRIRSCO earlier communication).  In some countries, similar requirements exist for reporting petroleum quantities.
The studies referred to in the UNFC must be undertaken by a person(s) with appropriate qualifications to assess recoverable and in place quantities of the type of commodity in question. In certain circumstances licensing may be required. 
When using the UNFC to communicate quantitative information on fossil energy and mineral resources, it will be necessary to establish quality assurance procedures to be used in administering the assessment, aggregation, disclosure, communication, safekeeping of past estimates etc. 

Requirements with respect to the quality of developing UNFC inventories (including how to regulate the authority to perform estimates) and of communicating them is considered important, but falls outside the scope of developing and maintaining the UNFC.
3.4.3 Reserves and resources terminology 

Reserves and resources are widely used terms, but there are no globally-accepted definitions at a generic level. Since there are some material differences between the specific definitions that are applied within the extractive industries, the terms are not used in a defined way within the UNFC (3, 13). However, the widespread usage of the terms is recognized and so both are included in the title of the document to ensure that the scope of the UNFC is more broadly understood (2, 15). 

3.5 Mapping

Mapping to other classifications needs to be kept current (2, 15). 
It is hoped that additional classification systems will be mapped to a revised UNFC as soon as feasible.  The onus for the mapping effort would lie with the agency that applies the classification system, but should be assisted and reviewed by the AHGE. 

3.6 Use of own classification
Several commenters stated that they would not use a classification other than the one they are currently using (4, 6, 17). 

The United Nations is cooperating closely with stakeholders in providing a classification standard for global application in order to facilitate efficient global communications and activities. The United Nations is not enforcing a standard. An organization, country, company, asset or competent person will be at liberty to use its own private classification. This may serve well the specific purpose for which it was developed. The problem arises in cooperation with others who require comparability across reporting units and coherence with other information. 
3.7 Approval of the revised UNFC

A comment has been made that as with the UNFC-2004, the UNFC-2009 should be submitted to UN ECOSOC for approval and recommendation. 

[image: image1]
It is considered that modifications of the 2004 UNFC in producing the UNFC-2009 are relatively minor. The same commodities are covered and the main categories (E, F and G) are maintained. The proposed modifications made are well within the mandate given by resolution 2004/233. The UNECE is working under a global mandate with respect to the UNFC and the UNECE has conducted a due process with the other United Nations Regional Commissions and United Nations headquarters with respect to the changes made. There has been no indication that a further ECOSOC resolution is necessary and hence it is not proposed to request such a resolution. 
4 Part III Proposed changes to the Draft revised UNFC and Explanatory Note

In response to several comments, the Explanatory Note is now incorporated as an appendix to the UNFC, rather than the other way round (3, Revision Task Force members). The complete document, showing all text changes, is reproduced in the report Draft UNFC-2009. A clean version can be found in Appendix A of this report. 
Document “Changes to the UNFC Proposed Following the Public Comment Period” (hold down the CTRL key and click when the hand appears to access the hyperlink).
5 Part IV Recommendation
The Revision Task Force and the Bureau of the AHGE requests that the AHGE recommends the UNFC-2009 to be used in lieu of the UNFC 2004 in response the UN Economic and Social Council Resolution 2004/233 where the Council invites the Member States of the United Nations, international organizations and the regional economic commissions to consider taking appropriate measures for ensuring worldwide application of the Framework Classification.
6 Appendix A: The Proposed UNFC-2009 and Explanatory Note
The UNFC-2009 is accompanied by an Explanatory Note. The Explanatory Note explains in some detail the issues contained in this revised Classification. It is intended as initial guidance for interpretation of the UNFC-2009, but does not form part of the classification itself. The documents are identical to their version shown above in Part III, except that the changes relative to the drafts are not marked.
Document “Draft United Nations Framework Classification for Fossil Energy and Mineral Reserves and Resources (UNFC-2009)” (hold down the CTRL key and click when the hand appears to access the hyperlink).
7 Appendix B: Revision Task Force Members
Members of the Extended Bureau of the AHGE:

Thomas Ahlbrandt
Fatih Birol

Per Blystad

Ferdinando Calzolari Camisani

David Elliott

Mucella Ersoy

Mohamed Hamel supported by Nimat Al-Soof

Sigurd Heiberg (Chairperson)

Delores Hinkle supported by John Ritter

Andrej Subelj

Yuri Podturkin

Selected representative experts

Istvan Berczi

Selected representative experts continued

Glenn Brady

David MacDonald

James Ross

Niall Weatherstone

8 Appendix C: Comments received
  
	1
	8 December 2008 
	Rafael Sandrea, PhD

	2
	12 December 2008
	CRIRSCO Board 

	3
	  5 January 2009  
	Ken Mallon

	4
	  7 January 2009 
	William Prast, PhD

	5
	27 January 2009
	State Commission of Ukraine on Mineral Resources

	6
	 4 February 2009
	Federation of Indian Mineral Industries (FIMI)

	7
	 4 February 2009
	SPE Oil and Gas Reserves Committee

	8
	 4 February 2009
	Commission of Mineral Resources, Ministry of Environment - Poland

	9
	 5 February 2009
	AAPG

	10
	 6 February 2009 
	Russian Working Group

	11
	 6 February 2009 
	World Energy Council

	12
	6 February 2009 


	Energy Resources Conservation Board of Alberta, Canada

	13
	 6 February 2009 
	Trevor Ellis CPG-AIPG, CMA-AIMA, CGA(CO), FAusIMM(CP)

	14
	 6 February 2009
	StatoilHydro Ad Hoc Group of Experts

	15
	13 February 2009
	Geoscience Australia

	16
	20 February 2009
	Atle Tostensen, Statistics Norway and Oslo Group on Energy Statistics

	17
	20 February 2009
	Geoscience Australia – Ian Lambert

	
	
	

	
	

	
	 


Example: Comparing an inventory based on the UNFC with one based on a McKelvey classification.


The McKelvey classification defines classes based on geologic certainty and economic viability, but not on recovery effort (project) maturity. A comparison can be done by aggregating quantities for each E and G axis category of interest over all F-axis categories. 











The United Nations Economic and Social Council Resolution 2004/233





United Nations Framework Classification for Fossil Energy and


Mineral Resources


At its 42nd plenary meeting, on 16 July 2004, the Economic and Social Council, recalling its decision 1997/226 of 18 July 1997, welcomed the endorsement by the Economic Commission for Europe of the United Nations Framework Classification for Fossil Energy and Mineral Resources and decided to invite the Member States of the United Nations, international organizations and the regional commissions to consider taking appropriate measures for ensuring worldwide application of the Framework Classification. The Council noted that that new classification for fossil energy and mineral resources, which now included energy


Commodities (for example, natural gas, oil and uranium), was an extension of the earlier framework developed for solid fuels and mineral commodities, on which the Council had taken similar action in 1997 upon endorsement and recommendation by the Economic Commission for Europe.








� ECOSOC is a body of the United Nations at the level of the better known Security Council, to which all five United Nations Regional Commissions report.


� See Appendix B


� Numbers in parenthesis refer to the numbered comments as tabulated in Appendix C. The OPEC Secretariat is considering the possibility of providing comments before the Sixth Session of the AHGE, 25-27 March 2009.


� For references see the section on specifications below.


� Underlined text in this section indicates that the comments are hyperlinked to the text. They will appear by holding down the CTRL key and clicking when the hand appears.
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