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Roll No.                         Total No. of Pages : 03 
Total No. of Questions : 09 

B.Tech. (Petroleum Refinary Engineering) (2013 Batch EL-II)    
(Sem.–8) 

PETROLEUM ECONOMICS  
Subject Code : BTPC-803(D) 

M.Code : 74325 
Time : 3 Hrs.                                                                      Max. Marks : 60 

INSTRUCTIONS TO CANDIDATES : 
 1. SECTION-A is COMPULSORY consisting of TEN questions carrying TWO marks 

each. 
 2. SECTION-B contains FIVE questions carrying FIVE marks each and students 

have to attempt any FOUR questions. 
 3. SECTION-C contains THREE questions carrying TEN marks each and students 

have to attempt any TWO questions. 
     

SECTION-A 

1. Answer briefly : 

  a. Write a short note on reserve auditing. 

  b. “The imbalance of supply and demand for any commodity and/or service affects 
 project economics”. Justify the statement. 

  c. Define the following : 

   i. Depreciation 

   ii. Book value 

  d. Discuss the ranking of projects based on economic parameters. 

  e. How are petroleum product prices determined in India? 

  f. Assume that the demand curve for oil is represented by an equation  
P = –1.5 × D + 242, where P is the price of oil and D is the demand for oil. Calculate 
the elasticity of demand (in million stock tank barrels) if the oil price drops from 
$80/barrel to $72/barrel. 

  g. Enlist the impacts of inflation. Write the mathematical expression for average 
inflation. 

  h. Using a graphical representation, compare the different depreciation methods. 

  i. Mention the highlights of spot market and forward market. 

  j. Mention the advantages and disadvantages of concession agreements and service 
 contracts. 
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SECTION-B 

 2. Discuss the various mathematical methods used for evaluating profitability. 

 3. Discuss the bid evaluation criteria for NELP. 

 4. Mention the classification of decision situations. Explain the method of decision making 
under risk. 

 5. The operating cost of a new machine is $500 for the first year. Starting the second year, 
the operating cost increases by $200 per year for the next 10 years. Calculate the 
equivalent annual operating cost of the machine. What will be the present and future 
value of the operating costs over the 11 -year period? Assume the market interest rate of 
8.0% per year. 

 6. What are the vital criteria for a benchmarker? Discuss any three Benchmark crudes in 
brief. 

 

SECTION-C 

 7. What are the factors that influence the oil and gas pricing? Discuss the crude oil pricing 
mechanism in detail. 

 8. Calculate the payout period for the two alternatives of capital expenditures involving an 
investment of $2 million each for a sulfur removal plant, as given below. The life of 
project 1 and project 2 is 6 and 10 years, respectively.   

 Cash Flow (S)  

Year Project 1 Project 2 
0 2,000,000 2,000,000 

1 1,500,000 200,000 

2 500,000 300,000 

3 400,000 400,000 

4 350,000 400,000 

5 250,000 400,000 

6 200,000 400,000 

7 100,000 400,000 

8 – 400,000 

9 – 400,000 

10 – 400,000 
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9. Given that : 

  The intangible development costs, excluding a $1,000,000 bonus to land owner, all occur 
in the first year = $8,000,000. 

  Depreciable capital such as casing, machinery, derricks, rigs, etc. = $45,000,000.  

  Estimated life of equipment = 9 years. 

  Assume that 1,500,000 bbl of crude oil are produced and sold the first year at $ 100/bbl. 

  Assume the annual operating expenses (and others) = $2,500,000. 

  Estimate the depletion charge using a fixed percentage rate of 27.5% of net sales. 

 

 

 

 

 

 

 

 

 

 

 

 

NOTE : Disclosure of Identity by writing Mobile No. or Making of passing request on any 
page of Answer Sheet will lead to UMC against the Student. 
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