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4. The $12/BBL Oil Price Scenario

As shown in the chart below, production under the $12/bbl scenario declines from the current level of approximately 5 million boe per day to 2.7 million in 2005 and 1 million in 2010. This projection is based on the business as usual assumptions of current technology, costs and taxes and does not include the impact of Task Force initiatives.

Future Production: $12/bbl scenario


Exploration activity declines at 20% p.a. post-2000.

In the $12/bbl oil price scenario, exploration of the UKCS is not commercially viable and opportunities for Brown Field Growth are very limited. Development of Probable fields is largely confined to niche plays in the Southern Gas Basin whilst oil fields are not developed. Possible or Technical developments are confined to a small number of gas discoveries. As a result, the overall production profile of the UKCS is largely the playing out of oil and gas fields which are currently in production or have already been sanctioned.

In terms of capital expenditure, the decline is even more pronounced. With full cycle costs of around $13/bbl, exploration for oil rapidly evaporates and remaining activity is confined to the Southern Gas Basin. Capital expenditure declines rapidly as committed projects are completed and is then confined to low levels necessary to sustain existing production and to decommission facilities at the end of their economic life. With $12/bbl oil and negligible investment in new fields and satellite developments, premature decommissioning would be a major risk to the projection.

Capital Expenditure Projection: $12/bbl scenario
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