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SEC seeks more details on reserves filings, issues fewer comments on development plans

Marc Folladori

that he conducted.  “The SEC suspected 
that no final investment decision was 
made by companies changing develop-
ment plans and PUD bookings,” he said. 
 The SEC has said “mere intent to 
develop, without more, does not 
constitute adoption of a development 
plan.  ...Adoption requires a final invest-
ment decision.” 
 The SEC also had fewer questions 
on reserves impairment for companies 
using full-cost accounting compared to 
successful efforts.  Folladori shared his 
survey results at the Ryder Scott Houston 
conference earlier this year.  His presenta-
tion is posted at ryderscott.com/presen-
tations.

However, in the body of the press release, the company said 
that its total net proved reserves had decreased 15 percent, 
including price revisions.  While the statements were not contra-
dictory, the SEC suggested a more “balanced” discussion.
 The SEC delved into credit agreements, debt covenants, 
hedging and derivative arrangements.
 The SEC asked Yuma Energy Inc. if it had a reasonable 
expectation of securing a $44-million borrowing base consid-
ering current commodity prices, last year’s borrowing-base 
redeterminations and its merger partner’s senior bank credit 
facility cited in the filing.
 The SEC took aim at PUDs associated with acreage in leases 
or concessions that were set to expire before the scheduled 
dates of initial field development.  The agency asked BP Plc 
to address the approach it will use to forestall expiration of 
that acreage.
 Eclipse Resources Corp. reported that a continuation of 
depressed commodity prices might result in significant down-
ward adjustments to its reserves.  That prompted the SEC to 
ask for information quantifying the effect of different scenarios 
regarding changes in commodity prices that Eclipse considered 
reasonably likely to occur.  That request was a bit of a sticky 
wicket for Eclipse, as estimates of future prices are notoriously 
inaccurate, making it difficult to speculate on future prices with 
much accuracy.  The SEC also asked CNOOC Ltd. and Royal 
Dutch Shell Plc about future price trends and their anticipated 
effects. 
         The SEC noted  that Hess Corp. had been without a means 
to deliver its Libyan production to market for over two years.  
Therefore, the agency asked the company to support its proved 
reserves classification associated with such  production.  The 
SEC wanted an explanation of why Hess considered forecasted 
future production quantities in its standardized measure to be 
reasonably certain to be economically producible.  
        Folladori presented several examples of the SEC probing 
into standardized measure calculations.  He also cited several 
examples in which the SEC asked why recently incurred unit 
development costs (costs per BOE) were higher than projected 
costs used in the standardized measure calculation.
 The SEC told RSP Permian Inc., “Since proved reserves 

Other findings
 The SEC increased its comments to non-U.S. public issuers 
that file 20-Fs.  
 The agency asked Statoil ASA to disclose the likely effects 
of a continuation of lower prices, which the company noted in 
its filing on operating results, liquidity and capital resources.  
The SEC asked Sasol Ltd. to determine the economic produc-
ibility of its reserves quantities taking into account transporta-
tion-capacity-reservation costs.
 The SEC is also looking for inconsistencies in press releases, 
earnings statements and other external communiques.  The 
agency asked Anadarko Petroleum Corp. to reconcile incon-
sistencies between its carbon disclosure project (CDP) report on 

new climate change regulations and its 2016 proxy statement.  
In the latter, Anadarko stated  that regulatory risks around air 
and GHG emissions would  have no significant, unmanageable 
impacts to its operations.  That runs counter to its CDP report 
that stated that GHG emission regulations have a potential to 
increase operational costs, which will have a “high” impact on 
business operations.
 A portion of the headline in a 2016 earnings release of EOG 
Resources Inc. stated that the company had replaced 192 
percent of its total 2015 production, excluding price revisions.  

 The U.S. Securities and Exchange 
Commission dug deeper in its reviews 
of 2015 and 2016 year-end petroleum 
reserves filings, said Marc Folladori, 
senior counsel at Haynes and Boone LLP.  
However, compared to the previous two 
years, the SEC directed fewer comments 
to companies that repeatedly and sig-
nificantly changed development plans 
for their PUDs (proved undeveloped 
reserves) over several periods. 
 Folladori based his remarks on an 
extensive survey of SEC comment letters 

are required to be economically producible ‘under existing 
economic conditions,’ we would expect these … (unit develop-
ment) costs to reflect levels you have historically incurred.” 
           Folladori presented seven cases involving DUCs (drilled 
and uncompleted) wells.  The SEC asked for information on 
proved reserves associated with suspended wells or wells await-
ing completion or resumption of drilling and whether they were 
classified as developed or undeveloped.
   The SEC doesn’t accept delays caused by company internal 
decisions to be justification for carrying PUDs on the books past 
five years.  The agency told ConocoPhillips Co. that it did not 
accept arguments to justify a time period longer than five 

years to begin development of Eagle Ford PUDs.  Those delays 
were caused by internal factors, i.e., decision to slow the pace of 
investment in the Eagle Ford drilling program, the SEC said.
 Folladori said, “As is the case every year, the topic of devel-
opment of PUD reserves garnered the most comments.”  


