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Oil and Gas Sector’s Transition to New Energies

Dr Valentina Kretzschmar, March 2020
What happens at US$35/bbl?



Sustained low oil prices will decimate returns from oil and gas projects
At US$35/bbl, 75% of pre-FID projects will not even cover the cost of capital, assumed at 10% 

Pre-FID IRRs at $35/bbl and $60/bbl scenarios Delta in produced reserves at $35/bbl and $60/bbl

Source: Wood Mackenzie; Excludes gas, gas/condensate and USL48 projects; Economic cut off at IRR<10%; Size of the 
bubble indicates value (NPV10)



At US$35/bbl renewable investments easily compete with O&G projects
Weighted average returns from yet-to-be sanctioned O&G projects are around 6% IRR – are 
in line with average returns from low-risk renewable projects

Typical energy project IRRs
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Source: Wood Mackenzie,

Note: For renewable energy  projects we show equity IRRs; for oil and gas projects, we show project IRRs, assuming they are 100% equity financed.



Now what? How Will the 
O&G Industry Survive and 
Thrive?

March 2020

All information shared in this presentation is 

derived from public sources. The enclosed 

materials have been prepared for general 

informational purposes only and are not 

intended as legal advice. 



Legal Trends / Considerations

Gibson Dunn

SHORT TERM MEDIUM TERM LONG TERM
Employment: 
consultation 
requirements

Force Majeure: esp. 
physical events

Debt Restructurings / 
covenant breaches 

HSE: compliance during “wartime” 
analogous conditions

Cybersecurity / DP: 
inadequate WFH policies Energy Transition

Distress M&A Regulatory Horizon

Operational disputes

Supply Chain: 
continuity issues

Insurance 

Frustration/Impossibility: civil 
vs common law approaches 

Governance 

Financial Reporting 
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SHORT TERM MEDIUM TERM LONG TERM

Employment

Force Majeure

Debt Restructurings / covenant 
breaches: (cf. 2014-15 oil price crash)

HSE

Cybersecurity / DP

Energy Transition

Distress M&A: opportunities 
but care needed

Regulatory 
Horizon

Operational disputes: sole risk, 
partner funding, mandate

Supply Chain

Insurance 

Frustration/Impossibility 

Governance: directors’ duties

Financial Reporting

Legal Trends / Considerations
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SHORT TERM MEDIUM TERM LONG TERM

Employment Debt Restructurings / covenant 
breaches 

Energy Transition:
short term drop  in 

emissions may 
accelerate pressure 

for change

Distress M&A
Regulatory Horizon: 
budgetary impacts

Operational disputes

Governance 

Financial Reporting 

Force Majeure

HSE

Cybersecurity / DP

Supply Chain

Insurance 

Frustration/Impossibility 

Legal Trends / Considerations



Thrive:  March 25 @ 10:30 am - 12:30 pm CDT
Energy Happy Hour - March 27 @ 2:00 pm - 3:00 pm CDT
Resume Rebuild - April 2 @ 10:30 am - 12:30 pm CDT
When Shi(f)t Happens – April 2 @ 11:00 am – 12:00 pm CDT
Another Market Update: Week of April 5th


