Atelier « Economie de Projet »
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How Does Total E&P Make Decisions ?
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Economic Evaluations — Basic Principles

Cash Based Inflation Adjusted
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Development Project Economics — Criteria & Definitions

Cash Flow Schedule in Money of the Day (MOD)

Year O ..to...N
Receipts r (1)
Capex (2)
Opex [ (3)
Interest Paid f 4)
Depreciation i (5)
Taxable Income (6) = (1-3-4-5)
Taxes Paid (7)=(6)*(Tax Rate)
Shadow Cash Flow (MOD) (8) = (1-2-3-7)
Shadow Cash Flow (Real Terms) (9) = (8)/Inflation

(CF),
NPV = Z(1+ DR)"

Where DR = Discount Rate

Internal Rate of Return IRR = DR which gives an NPV of O
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Project Economics — Other Criteria & Definitions

Annual Cashflow $M

Project Cash Flow

NPV0%

400

300 |

1St
Production

Pay Back
Time

3‘Yeati/””¢”¢—————»

200

100

\
N
l

4

III'.IIL
8 9 10 11 12 13 14 15

O Annual Cash Flow

-100

— Cumulative Cash Flow

- -200

-300

Max Financial
Exposure

800

600

400

200

Cumulative Cashflow $M

-400

-600

ToTAL



Project Economics — Other Criteria & Definitions

Enrichment on Maximum Financial Exposure (ERF)

P NPV0% of Project divided by Max Financial Exposure

Breakeven Point

D Oil (or gas) price that gives an NPV0% =0
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Sensitivity Analysis
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PROJECT SPECIFIC CASES

- Investments timing, phasing
- Contractual & fiscal Terms
- Impact on '‘Bénéfice Consolidé'
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Working in a a multi-disciplinary team ...

one responsible per speciality

Part timers :
Lawyers
= Business Drilling
= Geosciences Operations
= Development studies Process
= i<t Specialists
- |
S Infrastructure
™~ Cost estimators
Part timers :
Finances
Fiscality

Trading @
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... with complex Risk Analysis

Fiscality changes Prices
devaluation

productivity \’ /
; ‘ Contract failur'e\
— =
Nationalisation

.
‘ Combleti \ / / [R production quotas
ompletion
production oil spill,
costs blow out
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Economist in Total E&P

- A good introduction to the oil activity

- Multiple interlocutors

- The entry gate to the “metiers Business”
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