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By actually witnessing the simulation and 
outcome of a 20-well model exploration 
podolio. geoscientists and their managers 
cangrasp the scopeand implidom of the 
lognormal distribution of pmspect -s 
and chana of suecass. 

Most knowledgeable explorationists [and 
some of their managers) now accept the 
principle that pmspecl reserves disuibu- 
lions me lo&nonnuL reflecting n a t d  pm 
eases of multipIication ( a m  x average net 
pay: f~ x HC-recovery: bblr/aorc-foot). 
Accordingly, the distribution of mosl cor- 
prate "balanced" portfolios is also a p  
proximately lognormal. 

Wbal is remarkable is that many corporate 
officers and high led  exploration manag- 
ers have not gaqsd the implications of this 
principle as it impacts magnitudes and time- 
kames of corponte exploration nrula. In 
particular. they do not seem to understand 
theexpected natural putern of annual pon- 
folio oummes: Prequenl mediocre annual 
results punctuated occnsionally by excep- 
tionally good years and bad years. It will 
bc demonstrated that such fluctuations may 
have nothing whatsoever lo do with 
geoteehilical or management ski& Rather 
they an the natural consequence of n- 
peated s a m p l i  from natural lognormal 
pmspecl re- distributions. Moreover. 
statistical tests can distinguish goodor bad 
luck fmm pdc t ive  bias. 

A common d t  of management's igne 
mce of the lognormal principle is con- 
cinual and excessive management caoriga- 

niution of ongoing explo~alion pmgrams 
in rbe well-inmtioned but mistaken bcliof 
that rtuch"hwakiig" will impmve year-to- 
yearexploracion mulls. Exploration is in- 
herently a sustained long-term pmcess 
plagued by shon-term inrerfetmces. There 
an indeed effective criteria by which ex- 
ploration performance can bc judged. dis- 
tinguishing luck fmm skill. However. an- 
nual diiovery rate is not an effective cri- 

terion unless the ponfolio contains about 
100 trial.. or mom. Accordingly. asnessing 
exploration performance may require one 
lo m m  than five yenrs. depending on the 
sire and aggmsi-s of the firm. 
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