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water depth 500 [m) Marimum 5 wells can be drified per year
Discount rate 0.07 [ all CAPEX is invested evenly during the first 5 years
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OPEX L20E408 USDfyear
Gas price 011 [usd/Sm*3)
CAPEKy J4E02 USD
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Fig. 9. Typical before tax cash flow profiles for offshore and onshore projects.
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Hebron Ben Nevis Oil (e[
, MBO | Mm* | MBO | Mm' | MBO | Mnm’
D-94 Fault Block 1601 | 255 1328 211 1077 1711
I-13 Fault Block 252 40 187 30 141 22
Total Hebron Ben Nevis 1870 | 297 1515 241 1204 191
Upside Volumes BE;I :istimate Downside Volumes
Total Hebron Ben Nevis Gas (B[
GCF |*GSm'| GCF | GSm® | GCF | GSm’®
Solution Gas D-94 Block 112 3.2 145 41 189 5.4
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Gas Cap D-94 Block only 0 0 0 0 3l 0.9
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Clayy owwcise i 08_decision_Tree s
- 4 08_Decision_tree_exercise docx

Your company 15 deciding whether to develop a reservoir or not in the Rovuma region. To help
them take the decision, you have proposed to use a probability tree.
The value of the development can be estimated using the simplified equation: |

NPV =TRR*60*0.4-CAPEX.

+ What 15 the mean expected value of the development? Is it worth to look further into
developing this field?

¢ The capex values exhibit a normal probability distribution. However, it has already been
discretized by a colleague:

o CAPEXI:0.7E9 USD, P1: 0.3
o CAPEX2: 1.1 E9 USD, P2: 04 .
o CAPEX3: 1.5E9, P3: 0.3.
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