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Optimization Decision-Based DP Model Study of Nontraditional Foreign
Oil & Gas Project Evaluation

ZHANG Xiang-dong' , ZHANG Chuan-ping’

(1. Sinopec Shengli Oilfield Yellow River Drilling Cop. Dongying, Shandong 257060 ;
2. China University of Petroleum, Dongying, Shandong 257061, China)

Abstract: In recent years, in international oil & gas cooperation, there has appeared a kind of contract known as nontraditional oil &
gas project contract, which concerns developing oil & gas fields or reservoirs proven rather than oil & gas exploration activities. With
the asset evaluation evolvement, real option that is based on adding investor$ option and management flexibility, is introduced into the
economic evaluation of oil & gas exploration and exploitation, and practiced hotly. But nontraditional oil & gas project real option eval-
uation model that may be exercised is not set forth because of the complexity of objective problems. Although the real option method re-
veals some weakness of net present value method, it cant replace N. P. V. In this paper, multiple period optimization of nontraditional
oil & gas project is studied based on N. P. V. with dynamic programming. How to select the exogenous parameters as oil price, oil out-
put natural step-down, endogenetic variable are solved. Further result that is the nontraditional oil & gas project economic evaluation is
obtained likewise.

Key words: oil & gas project; evaluation; cash flow; multi-period optimization; dynamic programming



