costs later on. One more conceivable method for organizing this arrangement is by
supporting put and call choices. The organization can relieve its openness to
diminishing/rising oil and gas costs as opposed to conflicting with another like a rivalry.
Utilizing the put and call choices to make a story and roof at oil costs, will make a costless
collar system that will net each other out. This methodology will permit Amoco and
Apache to think of a settlement on the valuation of MW Petroleum.

3.) Does the proposed risk-sharing deal solve the problem that Amoco and Apache
face? Why or why not?

| think yes. Because after determining the value of the value sharing and value support
arrangement, we can presume that one party is improving the arrangement. With the
value support arrangement, Apache will be followed through on assuming normal yearly oil
costs are underneath the help costs. The value support arrangement will be worth around
$9,624,215 for one year assuming that the cost is underneath the help. At the cost-sharing
understanding, Amoco will be addressed | normal yearly oil costs are over sure levels that
they concur upon. In the event that the cost of oil midpoints about $24 a barrgl, the
understanding will be worth around 9.6 million too. Assuming that gas midwre $1.90,
Amoco will get $4.6 million, and assuming gas is under a s e will get
around $5.2 million. On the off chance that the accg ﬁlé yi€ld is fixed, this would
emphatically affect MW Petroleum’s valu tlgox' mfort yield that can be either
Assu

high or low would contrarily affe g oil and gas costs were
uncorrelated, it would ﬁg me valuat1o F}Z oil and gas costs followed an

arbitrary walk e e an awfuéﬂt%o

4.) Bor? ‘Vhat happened? Any |g1tlflable winners or losers?

An erratic or potentially arbitrary oil and gas cost is terrible 100% of the time for shoppers
and for the organization. Ultimately, no credit risk will emphatically affect the valuation
for MW Petroleum. In conclusion, the net advantage is $30 million for Apache. When
Apache calculates their net advantage, they will absolutely consent to buy MW Petroleum
with the proposed value backing and value sharing understanding. Assuming Amoco
realizes that the net worth of their proposed bargain is negative $30 million, they would
absolutely not sell MW Petroleum for such a low cost and would demand a higher
valuation.



