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Implications for Decom
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Note 1. CFFO = Revenues – Income Tax – OPEX; Revenues assume 
production is sold at spot market prices; analysis excludes 
discoveries and undiscovered resources.   Note 2. Left axis is 
cashflow; right axis is production
Source: BCG O&G Upstream Decommissioning; Rystad Energy

xx Decommissioning Liabilities, Billion USD

$4.3B $3.3B

$3.2B

$3.9B $3.7B $3.2B

$1.5B$2.7B $1.7B$2.3B

UK O&G: Big liability and declining cashflows
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O&G companies' 

cash levels is at

all times high; but UK 

context is challenging

Short-term outlook 

is positive; but  

O&G demand will 

decline beyond 2030 

Pressures and 

commitments are 

strongly re-directing 

resources away from 

core

Cash needs to go to 
decom right now
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O&G Companies' Cash 
Balance Is At All Times High

Exxon generated $16.3bn 

in operating cash flow 

during the quarter. 

Even after $5.8bn of 

capital expenditures and 

$8.1bn of shareholder 

returns, it grew its cash 

balance by $3bn quarter-

over-quarter to $32.7bn. 

At this rate, it could end 

the year with nearly $42bn 

of cash and cash 

equivalents. On top of 

that, the stock, at a record 

high of over $119, provides 

additional firepower in any 

deal negotiations.



4 C
o
p
y
ri

g
h
t 

©
 2

0
2
3
 b

y
 B

o
st

o
n
 C

o
n
su

lt
in

g
 G

ro
u
p
. 

A
ll
 r

ig
h
ts

 r
e
se

rv
e
d
.

Huge competition for 

resourcesInflation increased up to 10x

Source: RigLogix; Oxford Economics; BCG O&G Upstream Decommissioning

Inflation, CPI % yoy UK Offshore Capex, £B

O&G profits tax at 75%

UK O&G Tax Rate, % 

A challenging context: Higher taxes and costs
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Short-term outlook is positive; but 
demand will decline beyond 2030

O&G remains in energy mix, but demand declines, low-cost/low-carbon barrels are advantaged

1. IPCC C1 Illustrative mitigation pathway (IMP); 2. IPCC C2 selected pathway (POLES ENGAGE Model, EN_INDCi2030_400f Scenario); 3. IPCC C3 IMP; 4. IEA Net Zero Emissions by 2050 Scenario; 
Note: Values shown from previous years (pre-2023) are modeled values based on specific scenario assumptions in the IPCC report, and therefore are not exactly similar across scenarios; urce: IPCC 
Sixth Assessment Report, Climate Change 2022: Mitigation of Climate Change, the Working Group III contribution, Scenarios Database; Rystad; BCG O&G Decarbonization
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Pressures and commitments 
are strongly re-directing 
resourcesEnergy trilemma and crisis01

Market, shareholders 

and lenders02

Policy and regulation03

Employees and society04

Targets and commitments05

Pressures and commitments

Jurisdictions with attractive 
policies and incentives03

New energy businesses02

Low cost and low carbon 

barrels01

New capabilities (GenAI)04

New business models05

Implications for our industry
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Mid-cap

Pharma

Market 
pressure: 
O&G
performance 
is back to 
normal

Note: TSRs use company reporting currency. Median TSR per respective industry sample; VCR: n=2447; Russian companies were deliberately 
omitted from the sample due to suspended trading and collapse of share prices. Turkish companies were intentionally left out due to 
hyperinflationary environment.   Source: S&P Capital IQ; Refinitiv; BCG Value Creators database 2023; BCG ValueScience® Center
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Label

Multiple 
compression 
outweighs 
fundamental 
gains

1. Russian companies were deliberately omitted 
from the sample due to suspended trading and 
collapse of share prices. 
Note: TSR runs from 30Apr18-30Apr23. 
Fundamentals represent LTM with dates deviating 
depending on data availability and fiscal quarter 
ends. Dividend contribution includes investment 
of dividends & special dividends, compounded 
daily. Components of TSR are multiplicative but 
converted and shown here as additive with 
remainders assigned to the margin and multiple 
change field. Peer group aggregation based on 
market cap weighted average using start date 
values. TSRs use company reporting currency. 
Source: S&P Capital IQ; BCG Value Creators 
database 2023; BCG ValueScience® Center

VCR global O&G sample (n=79)1

Rolling 5-year TSR driver (CAGR %)
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Revenue
growth

∆ EBITDA
margin

Earnings growth 

(CAGR %)

∆ Share 
count

Div.
contrib.

Net debt, 
lev. eff.

Cash flow contribution

(CAGR %)

∆ EV/EBITDA multiple

Change in multiple

(CAGR %)

Average annual TSR

(Apr18-Apr23)

Note: TSR runs from 30Apr18-30Apr23. Fundamentals represent LTM with dates deviating depending on data availability and fiscal quarter ends. Dividend contribution includes investment 
of dividends & special dividends, compounded daily. Components of TSR are multiplicative but converted and shown here as additive with remainders assigned to the margin and multiple 
change field. Peer group aggregation based on market cap weighted average using start date values. TSRs use company reporting currency. 
Source: S&P Capital IQ; BCG ValueScience® Center; company annual reports

(CAGR, %)

Upstream production 

volume change, kboe/d

2022 vs. 2018 Production

Market, shareholders and lenders pressure is huge
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Low cost 
and low 
carbon 
barrels are 
advantaged

Currently 
producing 
assets

1. At today's oil price (May 2023); 2. BE price 
capped at 150 for one asset; 3. Assets under 
development and discovered starting production 
by 2040; 4. Emissions intensity capped at 
200kgCO2/boe for 15 assets; 5 Vertical dotted line 
indicates the median
Source: BCG O&G Upstream Decommissioning; 
Rystad Energy

Assets 
starting 
production 
by 20403

FID Breakeven Price1 (USD/bbl)

FPSO & Subsea 

Tieback

Steel Platform 

& Concrete GB

FPSO & 

Subsea Tieback

Steel Platform 

& Concrete GB

Scope 1 emissions intensity in kg CO2/boe

Forward Breakeven Price1,2 (USD/bbl)
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1.Only Scenarios B & C have clean energy investment data; 2. IPCC C1 Illustrative mitigation pathway (IMP); 3. IPCC C2 selected pathway (POLES ENGAGE Model, EN_INDCi2030_400f 
Scenario); 4. IPCC C3 IMP; Note: Non-exhaustive; other low carbon solutions, especially CCS and Biofuels, also needed to grow at similar pace. Values shown from previous years (pre-
2023) are modeled values based on specific scenario assumptions in the IPCC report, and therefore are not exactly similar across scenarios; Source: IPCC Sixth Assessment Report, Climate 
Change 2022: Mitigation of Climate Change, the Working Group III contribution, Scenarios Database

$180-4301

Investment by 2030 (B/yr)

$310-15301

Investment by 2050 (B/yr)

15x

$200-2301

Investment by 2030 (B/yr)

$200-5301

Investment by 2050 (B/yr)

$19-291

Investment by 2030 (B/yr)

$40-20001

Investment by 2050 (B/yr)

30x 100x

Wind Growth
(MBOE/day)

Solar Growth
(MBOE/day)

Hydrogen Growth
(MTPA)

New energy businesses require billions 
of investment per year to 2030  
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Past 5 Years | 2017-2021, $T Next 5 Years | 2022-2026, $T

100 largest energy companies' sources & uses of cash

1. Cash operating income = cash from operating activities. 2. Forecast cash operating income based on consensus estimate FCF through 2026 less forecast capex 3. Includes net issuance/ 
repayment/repurchase activity 4. Debt forecast same as Q2:2022. Note: Low carbon defined as investment in RES, biofuels, batteries & storage, CCUS, and end use. 
Source:  S&P Capital IQ; S&P Global consensus view to operating income and dividends; Company-reported capex targets; BCG case experience

Largest energy companies will direct ~$1T to low carbon in 
next 5 years, ~$1.4T excess cash to allocate

Low carbon ~6% 

of total capex

Low carbon >20% 

of total capex
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UK O&G companies focus is in O&G?
Globa

l prod

(Kboe

/d) 

UK prod

(Kboe/d)

Scope 1-2

targets CCS as a business H2

Electrification as 

a business Renewables Repurpose

Decom as 

a business

Low-Carbon CAPEX

(% of total spend)1

208.8 195.6 '35: Net Zero (equity basis) 1-2

50.7 50.7
'25: -25%

'40: Net Zero
-

49.9 49.8 '50: Net Zero -

48.4 48.4
'25: -15%; '30: -28%;

'40: -55%; '50: Net Zero
-

46.6 46.6
NSTD targets, 

'30: -50%; '50: Net Zero
-

51.8 46.1 '23: -10% -

39.9 30 '50: Net Zero -

139 14.5 '30: Beyond Net Zero -

2,928.3

0
153.1

'25: -15%; ;30: -40%

'50: Net Zero
-

3,071.6

0
131.5

'25: -20%; '30:-50%

'50: Net Zero
-

3,232.3 99
'30: -20%; '35: -45%;

'50: Net Zero
-

86.3 86.3
NSTD targets, 

'30: -50%
-

2,009.2

0
45

'30: -50%; '40: -70% NO1

'50: Near Zero NO1
-

1,998.3 42.7
'30: peak emissions;

'60: Carbon Neutrality
-

472.1 41.3
Vague, -1Mt/year 

by 2024
-

1,970 40.1
'30: -35%; '35: -55%;

'40: -80%; '50: Net Zero
-

264.8 36.5 None -

141.3 34.9 '30: -25%; '50: Net Zero -

28 22.5 None -

1,279 12.9 '30: -22MTCO2e; '50: Net Zero

Note: All production data is on a net working interest basis from operated & non-operated assets; 1. Announced for future
Source: BCG O&G Upstream Decommissioning; Rystad Energy

Yes Exploring No

Morecambe

L10

UK-NO

Acorn

Viking

29%

24%

16%

24%

25%

35%

25%

37.5%

15%
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• Investors take all risk

Project 

developers share 

working interest

Long-term contracts 

with buyers remove 

volume risk

• Counterparty risk manageable; selling to 

monopolistic utilities with high credit ratings in 

Japan, Europe, South Korea, and China

• With long-term contracts in place, contracts can be 

used as collateral to raise debt

• As a result, the large capital outlays associated with 

LNG development can be funded with high levels of 

nonrecourse debt

• Broader partnership ecosystem

• Long-term contracts with multiple industrial users to 

mitigate risk

• Mechanisms for reducing counter-party risk under 

development (ideal is a government backstop as in 

LNG)

PROJECT
DEVELOPER

Green H2 example

Source: BCG case experience; Market participant interviews; BCG analysis

New commercial models needed to 
bridge the capital divide

N. Sea rig utilization at 100%LNG investment risk model

Buyer contracts minimize volume risk New ecosystems spread risk

Oil investment risk model

Investors take all risk

6020

20

Co. 1

Co. 2

Co. 3

Renewable supply PPAS Industrial Customers

Infrastructure partnerships Technology partnerships

6020

20

Co. 1

Co. 2

Co. 3

Project 

developers share 

working interest

To invest in 

single projects
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O&G companies' 

cash levels is at

all times high; but UK 

context is challenging

Short-term outlook 

is positive; but  

O&G demand will 

decline beyond 2030

Pressures and 

commitments are 

strongly re-directing 

resources away from 

core

Cash needs to go to 
decom right now
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The services and materials provided by The Boston Consulting Group (BCG) are subject to BCG's Standard Terms 

(a copy of which is available upon request) or such other agreement as may have been previously executed by BCG. 

BCG does not provide legal, accounting, or tax advice. The Client is responsible for obtaining independent advice 

concerning these matters. This advice may affect the guidance given by BCG. Further, BCG has made no undertaking 

to update these materials after the date hereof, notwithstanding that such information may become outdated 

or inaccurate.

The materials contained in this presentation are designed for the sole use by the board of directors or senior 

management of the Client and solely for the limited purposes described in the presentation. The materials shall not be 

copied or given to any person or entity other than the Client (“Third Party”) without the prior written consent of BCG. 

These materials serve only as the focus for discussion; they are incomplete without the accompanying oral commentary 

and may not be relied on as a stand-alone document. Further, Third Parties may not, and it is unreasonable for any 

Third Party to, rely on these materials for any purpose whatsoever. To the fullest extent permitted by law (and except 

to the extent otherwise agreed in a signed writing by BCG), BCG shall have no liability whatsoever to any Third Party, 

and any Third Party hereby waives any rights and claims it may have at any time against BCG with regard to the 

services, this presentation, or other materials, including the accuracy or completeness thereof. Receipt and review of 

this document shall be deemed agreement with and consideration for the foregoing.

BCG does not provide fairness opinions or valuations of market transactions, and these materials should not be relied on 

or construed as such. Further, the financial evaluations, projected market and financial information, and conclusions 

contained in these materials are based upon standard valuation methodologies, are not definitive forecasts, and are not 

guaranteed by BCG. BCG has used public and/or confidential data and assumptions provided to BCG by the Client. 

BCG has not independently verified the data and assumptions used in these analyses. Changes in the underlying data or 

operating assumptions will clearly impact the analyses and conclusions.
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