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util (or utile) SEQ "chapter" \r 520 \h xe "utiles" \t “see util”

xe "util"
arbitrary unit of measurement expressing value on a utility scale.  The origin location is also arbitrary.

utility xe "utility"
value; a value scale reflecting a preference of the decision maker. Represents value versus an objective measure, such as money.

utility function xe "utility function"
a graphic or mathematical function relating value of various outcomes to the intrinsic value to a particular decision maker.  Also called utility curve and risk preference curve.  Utility value is measured in arbitrary units, sometimes called utils or utiles.

The x-axis (the utility function’s argument) is calibrated in some directly measurable units, such as dollars.  The y-axis origin and scale are arbitrary.

A popular (and recommended) utility function  is the exponential utility function:

  eq U(x) = r(1(e\s\up4(–x/r))
where x is the outcome (usually in $NPV), and r is the risk tolerance coefficient.  This function is sufficient to completely and succinctly express a company’s risk policy.

value  xe “value” 
monetary or material worth; worth in usefulness or importance to the possessor.  Utility (see).

value at risk (VaR)

the value that an asset or portfolio might lose with a stated confidence and time horizon. An example expression: “a 10-day VaR of $2.8 million at 95% confidence level.”

value engineering xe  “value engineering”
systematically designing a project or product constantly attending to life-cycle value improvement opportunities while still meeting the functional criteria.  Value analysis is value engineering applied to something already designed or built.

value function

See objective function.
value of control xe “value of control”
value of being able to influence the outcomes of chance events, e.g., by reducing the probability of a threat or by reducing the impact the threat event should it occur.
value of flexibility xe "value of flexibility"
a problem similar to a value of information problem except that the decision is obvious and programmed-in without need for a decision node and expected value comparison. An example would be adding spare capacity, which, if needed, would be used by the process.

value of information xe "value of information"
value of being better able to assess the outcomes of chance events.

values xe "values"
deeply-held beliefs about what is right and wrong.  See preference.

variable xe “variable”

xe “parameter” \t “see variable”
a symbol in a model that has a value or can be evaluated.  Synonyms: parameter, input value.

variance  (eq s\s\up4(2) statistic) xe "variance"
1. a popular measure of uncertainty.  The expected value of the sum of the squared deviations from mean.  Variance is the standard deviation squared (see). 2. difference between the forecast and actual outcome. Normally calculated so that an unfavorable variance is negative.

variance analysis xe "variance analysis"
a post-evaluation for the purpose of reconciling (explaining) the difference between the forecast and actual outcome, usually detailed by components.  Variance in this context is the difference between forecast and actual.

variance, probability xe “variance:probability”
earlier name for stochastic variance xe variance, probability

xe “probability variance” \t “See stochastic variance”
variate  See random variate.
Venn diagram xe "Venn diagram"
a diagram showing relationships between all possible outcomes of chance events.

volumetric equation xe “volumetric equation”
used to calculate the recoverable volume for a reservoir or a well’s drainage area.

A volumetric calculation is used most often until production history has demonstrated reservoir performance.

For oil, in oilfield units, the volumetric equation calculates the volume of estimated ultimate oil recovery (EUR) is:
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A = area, in acres


h = reservoir (pay) thickness


  = porosity, fraction pore volume of rock, 0-1


 eq S\s\do4(w)= water saturation, fraction 0‑1


 eq R\s\do4(f)= recovery portion of Original Oil in Place


 eq B\s\do4(o)= oil volumetric factor, adjusts volume for change from reservoir to surface pressure, also recognizing that solution gas is often expelled.
weighted-average cost of capital ( xe weighted average cost of capital”W.A.C.C.)

See cost of capital.
wildcat xe "wildcat"
exploratory well

Windfall Profits Tax  xe "Windfall Profits Tax"
U.S. tax passed in 1980 as a result of the sharp increase in petroleum prices.   Became irrelevant after real crude prices fell and was repealed in 1995.
winner’s curse  xe "winner’s curse"xe "winner's curse" \t "see optimizer’s curse” 
the tendency in competitive bidding for the bidder with the most optimistic value assessment to win the bid.

work breakdown structure (WBS) xe “work breakdown structure”
an outline of a project that details, in hierarchical levels, the work to be performed.

working interest (W.I.) xe "working interest"
the fraction of the cost burden borne by a working interest party (part-owner); participation or ownership fraction.  Working interest ties the wellhead production equals company gross production.

write-off or write-down  xe “write-off”
taking a charge (expense) to net income as the result of disposing of or abandoning an asset.  Writing off an asset is a tax-deductible expense and has a positive impact on cash flow.

yield  xe "yield"
the amount earned during one year on an investment divided by the investment value at year start.  Often used as synonymous with return on investment. For multi-year situations, Internal Rate of Return (IRR) is the most common yield measure, although there is much confusion and debate about its usefulness.
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