
Comparison of the Successful Efforts Method
and the Full Cost Method
The successful efforts method and the full cost method are two different
methods of accounting for exploration and development costs in the
extractive industries. The successful efforts method expenses exploration
and development costs as they are incurred, while the full cost method
capitalizes these costs and amortizes them over the life of the reserves.
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Successful Efforts Method

Under the successful efforts method, exploration and development costs
are expensed as incurred. This means that these costs are not included in
the cost of the proved reserves and are not amortized over the life of the
reserves. The successful efforts method is often used by companies that

FREE

https://tome.impergar.com/read-book.html?ebook-file=eyJjdCI6IkVSODFKVitXSW8xekVrMjVBNFRMRStvM1BVTmhBXC9JRmpYbENWSU93eTd5b3c2clU1SGZiNEVmOTJyVmJOeXVBbExWRUtqbUpibUlEc1dOM0tRVHhjUzJKWGw4T2t1YkkwWHMxaXFcL3JTM2hpSHB5OHNxT0RvVnRyMnpjeDZoWUl4TGhxYVBGSlZ4WXE1bUhnM0Vsc0xqT3MyRmw2bUFrRk1ldGxlMEEzdlVkblErMHg0K2ZaWWRRVnRiN2M2M3EweDlKQkF3Ymtpd3VCZXNVVm41S2EzOGUyKzBjdHE3ZEpadjZiYnhwSFk3VFNkR0J6MVR6TUVSdTkwOFJMQ2lrVU1cL3c4OUVrVnZ5clFFQ2dBeG43SkF3PT0iLCJpdiI6IjYzMmJhMDRkNWI5MWVlYjFkZjI5OWYyOWNmN2U1MzRlIiwicyI6Ijg5MDg5ZmE5MWEyNGViZTgifQ%3D%3D
https://tome.impergar.com/read-book.html?ebook-file=eyJjdCI6IlkrXC8zNWt3ek44YmdIcStEa0VXc2N1eElDOXQyd3h2dmJlSjFHUEwwekp1VXJ3dnhwdDkwdHRUcW1GQkZOS09PV3BON08wWTJPeWpMNzFnVSsyQ1dtYTNWTkl3c2tzVjVzZEdERHpUWk1xSWZJdzEwUVBLa1VEK0xGcGFROVl1MHA2WFZuRjVZdFFsT0tqTjU1b3ZXWGhrRlBSTFpUeklVem9DYVY4QkxXaUE0K1ViY0lkZWRGSFU0ZmZMRDYwU2FvSzZWYkhkd3pzXC9Zelg1UlR5Z1ZSVTRcL2FBNk5mOUNuZ1JremF4XC9CK1I2bG9IMVNjSWJmaGFVR3V3MThDRlY2NDBEVnF1N0E4TDRNSURtT0pDS2p0QT09IiwiaXYiOiJmYTdjMGQ4YWEyY2VkNjE3ZTcyYmFkYWY3OWE4NzM5ZSIsInMiOiIxNTNhNDg4ZTlkYTBhMTRjIn0%3D
https://tome.impergar.com/read-book.html?ebook-file=eyJjdCI6InRZeFVFQnE5NnV5anhnVDB5b3NDUXdLdkhjbzNXdG1zd3lhVEl4UlUxTGVDaWczS2FrM0dBUU1aNmFQb2RzTitUTk91elwvQXdBM3hVV1wvUnZ1R2h6ZUxYQ2F2R0ZGekxYK0N4ZEtCQnhNVExpOEpLMjJwK1l6YnIwZk9VT291ZXdwYlVYY1JcLzVFQVFNVHloTUgrcjI0eVVnSHhER09Ea25USDBHZFdjYVZadGRGXC9qMDBZQTFudGc3Vm05YnF0OUFnZ2tRdVE3cmNkR0xTd1FxclIrdGdUOWxsbGJLdEphME5xZTNva1lNVWZ4YkVOeWwxWFV0SDFxNGJDSEp3eWQxSEZnTCtiK0lnY1hjeGpLSlVyaGVZQT09IiwiaXYiOiIzMTQwZjI3NjY0NmMwMThkYmMwYTJmOGYyMDYxMTIzOSIsInMiOiIzZGY3ZjYyM2UwOGY3OWFkIn0%3D


are exploring for new reserves, as it allows them to expense these costs
immediately and reduce their current income taxes.

Advantages of the Successful Efforts Method

* Reduces current income taxes * Provides a more conservative estimate
of proved reserves * Is simpler to apply than the full cost method

Disadvantages of the Successful Efforts Method

* May not provide a true picture of the company's financial position * Can
lead to large fluctuations in earnings * May not be in accordance with
GAAP

Full Cost Method

Under the full cost method, exploration and development costs are
capitalized and amortized over the life of the reserves. This means that
these costs are included in the cost of the proved reserves and are
gradually expensed as the reserves are produced. The full cost method is
often used by companies that have a large number of proved reserves, as
it allows them to spread these costs over a longer period of time and
reduce their current income taxes.

Advantages of the Full Cost Method

* Provides a more accurate picture of the company's financial position *
Reduces fluctuations in earnings * Is in accordance with GAAP

Disadvantages of the Full Cost Method

* Increases current income taxes * Provides a less conservative estimate of
proved reserves * Is more complex to apply than the successful efforts



method

Comparison of the Two Methods

The following table compares the successful efforts method and the full
cost method:

| Feature | Successful Efforts Method | Full Cost Method | |---|---|---| |
Exploration and development costs | Expensed as incurred | Capitalized
and amortized over the life of the reserves | | Income taxes | Reduced
current income taxes | Increased current income taxes | | Estimate of
proved reserves | More conservative | Less conservative | | Complexity |
Simpler to apply | More complex to apply | | GAAP compliance | May not be
in accordance with GAAP | In accordance with GAAP |

The successful efforts method and the full cost method are two different
ways of accounting for exploration and development costs in the extractive
industries. Each method has its own advantages and disadvantages, and
the choice of which method to use depends on the specific circumstances
of the company.
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