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Key Takeways

Complex technology

Long lead times (5 to 10 years)

Substantial capital (typically millions to billions of $$)

Must deliver shareholder return

Weigh financial risk to reward

Economical ly quant i f y t he oppor t uni t y 

Underst and count ry f iscal  regimes

Above ground risk

Pol i t ical  St abi l i t y

Cont ract ual  (or  Fiscal ) St abi l i t y

Operat ional  (or  Secur i t y) manageable

Subsurface risk (geologic)
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Why do an economic evaluation?

Maximize Return on each dollar invested.

Achieve Corporate Goals.

Maximize Stockholder Value.

Above Ground Risk

Strategic Fit

People & Capital Resources Required

If you come to a fork in the road, take it!
Yogi Berra
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Time value of money (a $ today better than a $ tomorrow)

Forecast cost

Forecast revenue

Estimate risk

Materiality - Cash returned minus the investment required (net expected value)

Capital Efficiency – Cash Returned for each dollar invested (profit/investment)

Timing – How quickly an investment is recovered (rate-of-return)

Econom ic Tools



Find the full text of this and thousands of other resources from leading experts in dozens of
legal practice areas in the UT Law CLE eLibrary (utcle.org/elibrary)

Title search: International Energy Project Economics

Also available as part of the eCourse
Answer Bar: Navigating an International Energy Project

First appeared as part of the conference materials for the
2015 Primer: The Law, Science and Finance of International Energy Projects session
"International Energy Project Economics"

http://utcle.org/elibrary
http://utcle.org/ecourses/OC7242

