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Professional Certificate in International Oil and Gas Law

International Oil and Gas Law Overview

Acquisition
Concept: The process by which a state or company obtains rights to explore or produce hydrocarbons.
Related terms: Concession, Purchase, Transfer
Explanation: Acquisitions may involve buying existing contracts, merging entities, or securing new licenses.
For example, a multinational oil company may acquire a local partner’s stake in a production sharing
contract to expand its portfolio. Challenges include regulatory approvals, valuation disputes, and political
risk assessment.

Ad Valorem Tax
Concept: A tax levied as a percentage of the value of oil and gas production.
Related terms: Royalty, Production Tax, Fiscal Regime
Explanation: Many jurisdictions impose an ad valorem tax on gross revenues, which can affect project cash
flows. For instance, a 5 % ad valorem tax on crude oil sales reduces net profit margins. Companies must
model tax impacts accurately to avoid compliance penalties.

Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS)
Concept: An international treaty setting minimum standards for protection of intellectual property,
including patents on extraction technologies.
Related terms: Patent, Licensing, Technology Transfer
Explanation: Oil and gas firms rely on patented drilling or enhanced recovery methods; TRIPS compliance
ensures enforceable rights across member states. Practical challenges involve navigating differing national
patent laws and avoiding infringement in cross‑border operations.

Allocation
Concept: The distribution of discovered hydrocarbon resources among parties under a contract.
Related terms: Reserve Estimation, Production Sharing, Unitization
Explanation: Allocation determines each party’s share of output and revenue. In a joint venture, the parties
may allocate 60 % to the operator and 40 % to the non‑operator based on capital contribution. Disputes
may arise over the accuracy of reserve estimates or changes in field performance.

Amendment
Concept: A formal change to an existing oil and gas contract.
Related terms: Modification, Supplement, Revision
Explanation: Amendments can adjust fiscal terms, extend the contract term, or modify operational
obligations. For example, a contract might be amended to increase royalty rates in response to rising
commodity prices. Legal challenges include ensuring the amendment complies with domestic law and does
not violate treaty obligations.

Anti‑Bribery and Corruption (ABC) Laws
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Concept: Legal frameworks prohibiting corrupt practices in the acquisition and execution of oil and gas
projects.
Related terms: FCPA, UK Bribery Act, Due Diligence
Explanation: Companies must implement compliance programs to prevent violations such as paying officials
for contract awards. Failure can result in heavy fines and reputational damage. Practical application includes
conducting risk assessments and training staff on proper conduct.

Arbitration
Concept: A dispute‑resolution mechanism where parties submit disagreements to a neutral third party
rather than courts.
Related terms: ICSID, ICC, Mediation
Explanation: International oil contracts often contain arbitration clauses specifying the governing rules and
seat of arbitration. For instance, a dispute over a delayed pipeline may be arbitrated under ICC rules in Paris.
Challenges include enforcing awards in jurisdictions with weak judicial support.

Asset‑Based Financing
Concept: Funding secured against the value of oil and gas assets, such as reserves or production facilities.
Related terms: Project Finance, Debt, Lender
Explanation: Companies may obtain loans using proven reserves as collateral, enabling rapid capital
deployment for field development. A typical structure involves a senior loan facility with covenants tied to
production levels. Risks include reserve downgrades and market price volatility affecting repayment
capacity.

Assignment
Concept: The transfer of contractual rights and obligations from one party to another.
Related terms: Novation, Sub‑Contract, Transfer
Explanation: An operator may assign its lease rights to a new entity, subject to consent from the host
government. This can facilitate restructuring or sale of assets. Legal challenges involve ensuring the
assignee meets regulatory qualifications and that the assignment does not trigger termination clauses.

Authorization
Concept: Official permission granted by a government to undertake specific oil and gas activities.
Related terms: Permit, License, concession
Explanation: Before drilling, a company must obtain an authorization covering environmental impact, safety
standards, and land use. For example, a drilling authorization may require a detailed environmental impact
assessment (EIA). Delays in obtaining authorizations can increase project costs and postpone cash flow.

Baseline Study
Concept: An initial assessment of environmental, social, and economic conditions before a project begins.
Related terms: Environmental Impact Assessment, Monitoring, Mitigation
Explanation: Baseline data provide reference points for measuring impacts of oil and gas operations. A
baseline might record marine biodiversity levels prior to offshore drilling. Challenges include data quality,
stakeholder engagement, and integration with regulatory requirements.
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Beneficial Ownership
Concept: The natural person(s) who ultimately own or control an entity, regardless of legal title.
Related terms: Transparency, KYC, Nominee Shareholder
Explanation: International anti‑money‑laundering regimes require disclosure of beneficial owners to prevent
illicit financing. In oil and gas, hidden owners can obscure sanctions evasion. Companies must conduct
rigorous due‑diligence to identify ultimate owners and comply with disclosure obligations.

Bid Bond
Concept: A guarantee submitted with a tender to assure the bidder will enter into a contract if awarded.
Related terms: Performance Bond, Guarantee, Tender
Explanation: Governments may require a 5 % bid bond to discourage non‑serious offers. If the winning
bidder fails to sign the contract, the bond is forfeited. Practical issues include assessing the bidder’s financial
capacity and ensuring the bond is issued by a reputable surety.

Bid Rigging
Concept: Collusive behavior among competitors to manipulate the outcome of a tender.
Related terms: Cartel, Antitrust, Competition Law
Explanation: In oil and gas procurement, bid rigging can lead to inflated contract prices and legal sanctions.
Enforcement agencies investigate patterns such as parallel bidding. Companies must implement compliance
programs to detect and prevent collusion.

Bill of Lading
Concept: A document issued by a carrier acknowledging receipt of cargo for shipment.
Related terms: Freight, Charter Party, Incoterms
Explanation: The bill of lading serves as a receipt, a document of title, and a contract of carriage. For crude
oil, a clean bill of lading confirms the quantity and quality of the shipment. Discrepancies can trigger
disputes over delivery obligations.

Black‑Letter Law
Concept: Well‑established legal principles that are widely accepted and rarely questioned.
Related terms: Precedent, Doctrine, Common Law
Explanation: In oil and gas, the doctrine of “*corpus juris*” regarding ownership of subsurface rights is a
black‑letter principle in many jurisdictions. While stable, firms must still monitor legislative changes that
could modify these principles.

Bonded Lease
Concept: A lease agreement that requires a financial guarantee (bond) to secure performance.
Related terms: Surety Bond, Performance Guarantee, Lease
Explanation: Governments may demand a bonded lease to ensure compliance with development timelines.
Failure to meet milestones can result in forfeiture of the bond and termination of the lease. Companies
must balance the cost of bonding against the strategic value of the lease.

Break‑Even Price
Concept: The oil or gas price at which project revenues equal total costs.
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Related terms: Cash Flow, Sensitivity Analysis, NPV
Explanation: Calculating the break‑even price helps investors assess project viability. A deep‑water field with
a $60 /barrel break‑even price may be unattractive when market forecasts predict $45 /barrel. Sensitivity to
cost overruns and price volatility presents ongoing challenges.

Brokerage Agreement
Concept: A contract whereby a broker facilitates the sale or purchase of oil and gas assets.
Related terms: Commission, Finder’s Fee, Intermediary
Explanation: Brokers may receive a percentage of the transaction value for introducing a buyer to a seller. In
practice, the agreement outlines confidentiality, exclusivity, and fee structure. Potential disputes arise over
the definition of “introducing” and the timing of fee payment.

Carbon Capture, Utilization, and Storage (CCUS)
Concept: Technologies that capture CO₂ emissions from oil and gas operations and either reuse or store
them underground.
Related terms: Decarbonization, Emissions Trading, ESG
Explanation: CCUS projects can qualify for carbon credits and reduce regulatory exposure. For example, a
gas processing plant may capture 90 % of its CO₂ and inject it into a depleted reservoir. Challenges include
high capital costs, regulatory uncertainty, and public acceptance.

Carriage Clause
Concept: A provision in a contract that specifies the terms of transport for the commodity.
Related terms: Incoterms, Freight, Delivery
Explanation: In a sales contract, the carriage clause may state that the seller is responsible for FOB (Free on
Board) delivery, transferring risk at the loading port. Misinterpretation can lead to disputes over liability for
damage during transit.

Casualty Loss
Concept: Damage or loss resulting from an unexpected event, such as a fire or sabotage.
Related terms: Force Majeure, Insurance, Indemnity
Explanation: Oil and gas facilities are exposed to casualty risks; insurers may provide coverage for
equipment loss. A pipeline rupture caused by a terrorist act may trigger a casualty loss claim. Determining
causation and policy limits can be complex.

Certificate of Origin
Concept: A document certifying the country where the oil or gas product originated.
Related terms: Customs, Trade, Preferential Tariff
Explanation: Certificates are required for customs clearance and to claim preferential duties under trade
agreements. For example, crude oil from a country with a free‑trade agreement may enjoy reduced tariffs if
a valid certificate is presented. Fraudulent certificates can result in penalties and seizure.

Change‑In‑Control Clause
Concept: A contractual provision that triggers rights or obligations if ownership of a party changes.
Related terms: Assignment, Termination, Consent
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Explanation: In joint‑venture agreements, a change‑in‑control clause may give remaining partners a right of
first refusal if a member sells its stake. This protects the consortium from unwanted third‑party entry.
Negotiating the scope of “control” can be contentious.

Clause
Concept: An individual provision within a contract that addresses a specific issue.
Related terms: Article, Section, Provision
Explanation: Contracts are composed of multiple clauses, such as a “Force Majeure Clause” or “Governing
Law Clause.” Precise drafting of each clause determines parties’ rights and obligations. Ambiguities may
lead to interpretive disputes.

Clear‑Cutting
Concept: The removal of vegetation in a defined area, often for pipeline routing.
Related terms: Right‑of‑Way, Environmental Impact, Reforestation
Explanation: Clearing land for infrastructure must comply with environmental regulations and may require
mitigation measures. Companies may be required to restore cleared areas post‑construction. Community
opposition and biodiversity concerns pose challenges.

Closed‑End Lease
Concept: A lease that terminates automatically after a set period or upon depletion of reserves.
Related terms: Term, Renewal, Exhaustion
Explanation: Closed‑end leases provide certainty on the duration of rights, often used for marginal fields.
The lease may end after ten years regardless of production levels. Extensions require renegotiation, which
can be costly if market conditions have shifted.

Cluster Development
Concept: Simultaneous development of multiple fields in a geographically related area.
Related terms: Shared Infrastructure, Economies of Scale, Hub
Explanation: Cluster development allows operators to share pipelines, processing facilities, and export
terminals, reducing capital costs. For instance, three offshore blocks may jointly fund a floating production
storage and offloading (FPSO) vessel. Coordination among multiple operators and allocation of costs can be
a major challenge.

Co‑Production
Concept: The simultaneous extraction of oil, gas, and sometimes condensate from the same reservoir.
Related terms: Associated Gas, Separator, Processing
Explanation: Co‑production improves resource recovery and can enhance project economics. A field
producing both oil and natural gas may require separate processing streams, adding complexity to facility
design. Balancing the optimal split between oil and gas sales is a key operational decision.

Commercially Reasonable Efforts (CRE)
Concept: A standard of performance requiring a party to act with diligence and good faith consistent with
industry practice.
Related terms: Best Efforts, Obligation, Standard of Care
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Explanation: Many contracts stipulate that the operator shall use CRE to develop a field. This provides
flexibility while ensuring the operator does not idle the asset. Disputes may arise over what constitutes
“commercially reasonable” under varying market conditions.

Compensation Clause
Concept: A provision that outlines payment terms for services, work, or damages.
Related terms: Fee, Remuneration, Indemnity
Explanation: In service contracts, a compensation clause may specify hourly rates, milestone payments, and
escalation mechanisms. Accurate cost estimation and clear invoicing are essential to avoid disputes.
Currency fluctuations and inflation can affect the real value of compensation.

Compliance Program
Concept: An internal system of policies, procedures, and controls to ensure adherence to laws and
regulations.
Related terms: Risk Management, Audit, Training
Explanation: Oil and gas firms implement compliance programs covering anti‑corruption, export controls,
and environmental standards. Effective programs include regular monitoring, reporting mechanisms, and
corrective actions. Failure to maintain a robust compliance program can result in regulatory enforcement
and reputational harm.

Concession
Concept: A grant of rights by a sovereign state to explore, develop, and produce hydrocarbons within a
defined area.
Related terms: License, Permit, Lease
Explanation: Concessions typically include obligations such as work programs, royalty payments, and tax
commitments. For example, a 25‑year concession may require 10 % annual work on the first five years.
Challenges include renegotiating terms when market conditions change or when political instability
threatens contract stability.

Conditional Sale
Concept: A sale agreement that becomes effective only upon fulfillment of specified conditions.
Related terms: Contingent, Escrow, Closing
Explanation: In asset purchases, the buyer may require regulatory approval before the sale is final. Funds
may be held in escrow until conditions are met. Delays in obtaining approvals can extend the transaction
timeline and increase financing costs.

Confidentiality Agreement (NDA)
Concept: A contract obligating parties to keep shared information secret.
Related terms: Non‑Disclosure, Proprietary Information, Trade Secret
Explanation: NDAs are common during due diligence for acquisitions or joint‑venture negotiations. They
protect sensitive data such as reserve estimates and pricing strategies. Breach of confidentiality can lead to
injunctive relief and damages.

Congestion Management
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Concept: Strategies to alleviate bottlenecks in transportation infrastructure, such as pipelines or terminals.
Related terms: Capacity Allocation, Scheduling, Throughput
Explanation: Operators may implement nomination systems to balance supply and demand on a pipeline. In
congested regions, shippers may pay higher tariffs for priority access. Effective congestion management
requires transparent allocation rules and real‑time monitoring.

Conservation Clause
Concept: A contractual provision that obligates parties to preserve the integrity of the reservoir.
Related terms: Reservoir Management, Production Limits, Sustainability
Explanation: The clause may set maximum production rates to avoid premature depletion. For example, a
field may be limited to 200 million cubic feet per day to maintain pressure. Non‑compliance can result in
penalties and reduced recovery efficiency.

Consortium
Concept: A group of companies that collaborate on a joint oil and gas project.
Related terms: Joint Venture, Partnership, Alliance
Explanation: Consortia pool resources, share risks, and combine technical expertise. A typical offshore
development may involve a lead operator and several non‑operating partners. Governance structures,
decision‑making processes, and profit‑sharing formulas must be clearly defined to avoid conflict.

Construction Phase
Concept: The stage of a project where physical facilities are built and installed.
Related terms: EPC, Engineering, Procurement, Commissioning
Explanation: During construction, contractors follow detailed specifications, schedules, and safety standards.
Delays can trigger liquidated damages clauses. Managing cost overruns, weather impacts, and supply‑chain
disruptions are critical challenges.

Contractual Obligation
Concept: A duty imposed on a party by the terms of a contract.
Related terms: Performance, Covenant, Liability
Explanation: Obligations may include payment of royalties, adherence to environmental standards, or
delivering a specified output volume. Failure to fulfill obligations can lead to breach of contract and
remedies such as damages or termination.

Conversion Clause
Concept: A provision allowing the transformation of one type of interest into another, such as from a lease
to a concession.
Related terms: Upgrade, Amendment, Option
Explanation: The clause may grant a lessee the right to convert a lease into a production sharing contract
after meeting certain criteria. This provides flexibility to adapt to changing regulatory environments.
Negotiating trigger events and valuation methods can be complex.

Cost Recovery
Concept: The portion of revenue that a contractor may retain to recover its expenditures before profit
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sharing.
Related terms: PSC, Capex, Opex
Explanation: In a Production Sharing Contract, the contractor recovers costs up to a defined ceiling, often
expressed as a percentage of gross production. For example, a 70 % cost‑recovery limit means the
contractor can recover 70 % of its costs before profit is split. Over‑recovery may lead to disputes with the
host state.

Counter‑Offer
Concept: A response to an initial offer that proposes different terms.
Related terms: Negotiation, Acceptance, Rejection
Explanation: In contract negotiations, a counter‑offer may alter price, duration, or scope. The original offeror
can accept, reject, or further negotiate. Understanding the legal effect of a counter‑offer is essential to
avoid unintended contract formation.

Court of Arbitration for Sport (CAS)
Concept: An international body that resolves disputes in sports, occasionally invoked for energy‑related
sponsorship conflicts.
Related terms: Arbitration, Dispute Resolution, Jurisdiction
Explanation: While not a primary forum for oil and gas, CAS may adjudicate cases involving branding or
sponsorship agreements intersecting with sporting events. Parties must consider choice‑of‑forum clauses
that could direct disputes to specialized tribunals.

Credit Enhancement
Concept: Mechanisms that improve the creditworthiness of a financing transaction.
Related terms: Guarantee, Insurance, Securitization
Explanation: In project finance, credit enhancement may involve a parent company guarantee, political risk
insurance, or a reserve account. Enhanced credit can lower borrowing costs and attract a broader investor
base. The cost of enhancement must be weighed against financing benefits.

Cumulative Production
Concept: The total volume of hydrocarbons produced from a field over time.
Related terms: Reserve Depletion, Production Profile, Escalation
Explanation: Cumulative production figures are used to assess field performance, calculate royalty
obligations, and determine when a field reaches its plateau. Accurate tracking is essential for compliance
reporting and for forecasting future output.

Cut‑Back Clause
Concept: A contract provision that allows a party to reduce its obligations under certain circumstances.
Related terms: Force Majeure, Termination, Suspension
Explanation: A cut‑back clause may permit a buyer to lower purchase volumes if market prices fall below a
threshold. This provides flexibility but may affect the seller’s revenue projections. Parties must define trigger
events and notice requirements precisely.

De‑Risking
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Concept: The process of reducing exposure to technical, financial, or political risks.
Related terms: Hedging, Insurance, Joint Venture
Explanation: Companies may de‑risk a project by selling a portion of future production through forward
contracts or by partnering with a local firm to share political risk. Effective de‑risking improves access to
capital but may dilute upside potential.

Delimitation
Concept: The legal definition of the geographic boundaries of a concession or lease area.
Related terms: Boundary, GIS, Survey
Explanation: Precise delimitation prevents overlapping claims and ensures clear title. Modern techniques
employ satellite imagery and GPS surveys. Discrepancies can lead to disputes over resource ownership and
may require arbitration or court settlement.

Deposit‑Based Financing
Concept: A financing structure where a lender provides funds against a deposit of oil or gas as collateral.
Related terms: Inventory Financing, Collateral, Revolving Credit
Explanation: The borrower stores produced oil in a secure facility; the lender draws against the stored
volume. This arrangement improves liquidity for producers with limited cash flow. Risks include price
volatility and storage capacity constraints.

Depreciation
Concept: The systematic allocation of an asset’s cost over its useful life for accounting purposes.
Related terms: Amortization, Tax Shield, Capital Cost
Explanation: In oil and gas, depreciation reduces taxable income, enhancing cash flow. Methods include
straight‑line and units‑of‑production. Selecting an appropriate depreciation schedule must align with
regulatory tax rules and investors’ expectations.

Development Plan
Concept: A detailed outline of activities required to bring a hydrocarbon discovery into commercial
production.
Related terms: Work Program, Feasibility Study, Schedule
Explanation: The plan includes drilling schedules, facility design, capital budgeting, and environmental
mitigation. Regulators often require submission of a development plan as part of the licensing process.
Inadequate planning can result in missed deadlines and penalties.

Digital Oilfield
Concept: The integration of digital technologies—such as sensors, analytics, and automation—into
upstream operations.
Related terms: IoT, Big Data, Real‑Time Monitoring
Explanation: Digital oilfield solutions improve efficiency, safety, and decision‑making. For example, real‑time
pressure monitoring can detect leaks early. Implementation challenges include data security,
interoperability, and the need for skilled personnel.

Dispute Resolution Clause
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Concept: A contract provision that sets out the mechanisms for handling disagreements.
Related terms: Arbitration, Mediation, Litigation
Explanation: The clause may specify the governing law, seat of arbitration, and applicable rules (e.g., ICC).
Clear dispute‑resolution clauses reduce uncertainty and can preserve commercial relationships. Poorly
drafted clauses may lead to jurisdictional conflicts and increased costs.

Distribution Clause
Concept: A provision that determines how produced hydrocarbons are allocated among parties.
Related terms: Allocation, Royalty, Netback
Explanation: The clause may stipulate that 60 % of production goes to the operator and 40 % to the
non‑operator after deducting royalties. Accurate measurement and transparent accounting are essential to
avoid disputes. Variations in quality or density require standardized conversion factors.

Divestiture
Concept: The sale or disposal of assets, often to comply with regulatory requirements or strategic
realignment.
Related terms: Spin‑Off, Asset Sale, Portfolio Optimization
Explanation: A national oil company may divest a non‑core offshore block to a private investor. The process
involves valuation, due diligence, and regulatory approvals. Challenges include market timing, tax
implications, and maintaining operational continuity during transition.

Downstream
Concept: The segment of the oil and gas value chain that involves refining, marketing, and distribution of
petroleum products.
Related terms: Upstream, Midstream, Value Chain
Explanation: Downstream activities add value by converting crude into fuels, lubricants, and petrochemicals.
Companies may integrate downstream operations to capture margins and hedge against commodity price
swings. Regulatory compliance, especially environmental standards, is a major concern.

Drilling Permit
Concept: An authorization issued by a government permitting the drilling of a well.
Related terms: License, Authorization, Well Plan
Explanation: The permit process often requires submission of a detailed drilling program, safety plan, and
environmental impact assessment. Permit delays can increase pre‑drilling costs and affect project timelines.
Revocation of permits may occur if conditions are breached.

Due Diligence
Concept: A comprehensive investigation of a target’s legal, financial, and operational status before a
transaction.
Related terms: Risk Assessment, Audit, Investigation
Explanation: In oil and gas acquisitions, due diligence covers reserve verification, title checks, compliance
history, and contractual obligations. Findings may lead to price adjustments, indemnities, or deal
termination. Conducting thorough due diligence mitigates post‑transaction surprises.
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Economic Benefit Share (EBS)
Concept: A fiscal term defining the percentage of project cash flow that the host government receives after
cost recovery.
Related terms: Profit Share, Royalty, Tax
Explanation: In a Production Sharing Contract, the EBS may be set at 30 % of net profit after the contractor
recovers its costs. Adjustments to the EBS can reflect changes in market conditions or resource profitability.
Negotiating favorable EBS terms is critical for project economics.

Electronic Signature
Concept: A digital method of signing documents that is legally recognized in many jurisdictions.
Related terms: e‑Signing, Digital Authentication, Document Management
Explanation: Parties may execute contracts, amendments, and compliance filings using electronic signatures,
streamlining processes and reducing paper handling. Legal validity depends on compliance with local
e‑signature laws (e.g., ESIGN Act, eIDAS). Ensuring secure authentication is essential to prevent fraud.

Enforceability
Concept: The ability of a court or tribunal to compel compliance with a contract or judgment.
Related terms: Validity, Jurisdiction, Arbitration Award
Explanation: Enforceability may be challenged on grounds of public policy, lack of capacity, or procedural
defects. International oil contracts often include “enforceability” clauses to address potential obstacles in
foreign jurisdictions. Effective drafting and choice‑of‑law provisions enhance enforceability.

Environmental Impact Assessment (EIA)
Concept: A systematic process to predict the environmental consequences of a proposed project.
Related terms: Baseline Study, Mitigation, Public Consultation
Explanation: EIAs are mandatory in most jurisdictions before granting drilling or pipeline permits. The
assessment identifies potential impacts on air, water, biodiversity, and communities, and proposes
mitigation measures. Inadequate EIAs can lead to project delays, litigation, and loss of social license.

Escalation Clause
Concept: A provision that adjusts contract prices in response to changes in defined indices or costs.
Related terms: Price Adjustment, CPI, Indexation
Explanation: An escalation clause may tie the price of natural gas sales to a published commodity index,
protecting parties from inflation. Determining the appropriate index and frequency of adjustment requires
careful negotiation to balance risk sharing.

Exclusive Economic Zone (EEZ)
Concept: A maritime area extending up to 200 nautical miles from a coastal state's baseline, where the state
has exclusive rights to explore and exploit natural resources.
Related terms: Territorial Sea, Continental Shelf, UNCLOS
Explanation: EEZs are critical for offshore oil and gas activities. Rights to explore within an EEZ are granted
through licensing regimes. Overlapping claims between neighboring states can lead to diplomatic disputes
and arbitration.
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Exploration Permit
Concept: A government‑issued authorization allowing a company to conduct geological surveys and
exploratory drilling.
Related terms: License, Seismic, Prospecting
Explanation: The permit defines the area, duration, and permissible activities. Companies must submit work
programs and may be required to pay a nomination fee. Failure to meet work commitments can result in
permit suspension or cancellation.

Export Credit Agency (ECA)
Concept: A government‑backed institution that provides financing or insurance to support national
exporters.
Related terms: Trade Finance, Political Risk Insurance, Guarantees
Explanation: ECAs may support oilfield equipment sales by offering buyer credit guarantees, facilitating
overseas contracts. Their involvement can lower financing costs for buyers but may impose compliance with
the ECA’s environmental and social standards.

Factoring
Concept: A financial transaction where a company sells its accounts receivable to a third party at a discount.
Related terms: Receivables, Discount, Cash Flow
Explanation: Oil producers may factor their sales invoices to improve liquidity while awaiting payment from
downstream customers. Factoring provides immediate cash but reduces overall profit due to discount fees.
The quality of receivables and credit risk of buyers affect pricing.

Force Majeure
Concept: A clause that relieves parties from contractual obligations when extraordinary events beyond their
control occur.
Related terms: Act of God, Unforeseeable Event, Suspension
Explanation: Common triggers include wars, natural disasters, and government actions. A force majeure
event may suspend delivery obligations without penalty. Parties must clearly define qualifying events and
the notice procedure to avoid disputes over applicability.

Foreign Direct Investment (FDI)
Concept: Investment made by a company or individual from one country into business interests in another
country.
Related terms: Equity, Joint Venture, Portfolio Investment
Explanation: In oil and gas, FDI is often used to develop new fields, bring technology, and create jobs. Host
governments may impose restrictions on foreign ownership or require local content. Understanding FDI
policies is essential for structuring compliant investment vehicles.

Fracturing (Hydraulic Fracturing)
Concept: A stimulation technique that injects fluid at high pressure to create fractures in rock formations,
enhancing hydrocarbon flow.
Related terms: Stimulated Reservoir, Proppant, Well Completion
Explanation: Fracturing is widely used in shale plays to unlock resources. The process requires careful design
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to manage environmental concerns such as groundwater contamination and induced seismicity. Regulatory
frameworks often mandate disclosure of fracturing fluids and monitoring plans.

Front‑End Engineering Design (FEED)
Concept: A detailed engineering phase that defines the technical basis for a project's construction.
Related terms: EPC, Conceptual Design, Detailed Design
Explanation: FEED produces specifications, cost estimates, and execution plans, enabling accurate budgeting
and risk assessment. A robust FEED reduces change orders during construction. However, FEED requires
significant upfront investment, and inaccurate assumptions can lead to cost overruns later.

Full‑Cost Accounting
Concept: An accounting method that capitalizes all exploration and development costs, spreading them
over the life of the field.
Related terms: Successful‑Cost, Depletion, Tax Accounting
Explanation: Full‑cost accounting allows companies to expense a larger portion of costs in the early years,
affecting taxable income and cash flow. Critics argue it can mask the true profitability of individual projects.
Regulatory bodies may prescribe specific accounting treatments for tax purposes.

Gas‑to‑Liquids (GTL)
Concept: A process that converts natural gas into liquid hydrocarbons such as diesel or jet fuel.
Related terms: Synthesis, Fischer‑Tropsch, Value‑Added Products
Explanation: GTL provides a pathway to monetize stranded gas resources. The technology is
capital‑intensive and sensitive to feedstock price. Projects often require long‑term contracts to secure
revenue streams and justify the investment.

General Contractor (GC)
Concept: The primary entity responsible for managing construction activities on a project site.
Related terms: EPC Contractor, Subcontractor, Construction Management
Explanation: The GC coordinates scheduling, procurement, and quality control, subcontracting specialized
work as needed. Effective communication between the GC and the project owner is essential to meet
milestones and budget constraints. Disputes may arise over change orders and scope creep.

Global Reporting Initiative (GRI)
Concept: An international standard for sustainability reporting, covering environmental, social, and
governance (ESG) aspects.
Related terms: ESG, Sustainability, Disclosure
Explanation: Oil and gas companies adopt GRI guidelines to disclose carbon emissions, community impacts,
and governance practices. Transparent reporting can improve stakeholder trust and access to capital.
Implementing GRI requires robust data collection systems and verification processes.

Grant‑Based Contract
Concept: A contract where the government provides financial support or incentives to the contractor.
Related terms: Subsidy, Incentive, Funding Agreement
Explanation: Governments may offer grants for infrastructure development, such as building a pipeline that

Read online: https://certificates.HealthCareCourses.org.uk/glossaries/
2806071/international-oil-and-gas-law-overview

HealthCareCourses (An LSIB brand) · 28 Jun 2026



G LO S S A RY

serves public interest. The contractor must meet performance milestones to retain the grant. Monitoring
and auditing of grant usage are common requirements.

Gross Revenue
Concept: The total amount earned from the sale of oil or gas before deductions for costs, royalties, and
taxes.
Related terms: Net Revenue, Sales, Pricing
Explanation: Gross revenue is the basis for calculating royalties, profit sharing, and tax liabilities. Accurate
measurement of volume and quality is essential to avoid disputes. Price fluctuations can cause significant
variance in gross revenue from one period to the next.

Groundwater Protection Clause
Concept: A contractual provision that obligates parties to prevent contamination of aquifers during
operations.
Related terms: Environmental Safeguard, Spill Management, Monitoring
Explanation: The clause may require the use of closed‑loop drilling fluids and regular testing of water
quality. Non‑compliance can lead to fines, remediation orders, and loss of social license. Implementing best
practices and contingency planning mitigates risk.

Hedging
Concept: Financial strategies used to offset price risk associated with commodity price volatility.
Related terms: Futures, Options, Swaps
Explanation: Oil producers may lock in future sale prices through forward contracts, protecting cash flow
against market downturns. Hedging can be costly if prices move favorably, but it provides certainty for
budgeting and financing. Effective hedging requires sophisticated risk management and market expertise.

Hybrid Contract
Concept: A contractual arrangement that blends elements of different fiscal regimes, such as a Production
Sharing Contract combined with a Service Contract.
Related terms: Mixed Model, PSC, Service Agreement
Explanation: Hybrid contracts can tailor risk allocation to specific project characteristics, offering flexibility to
both host states and investors. For example, a hybrid may provide cost recovery up to a cap, then transition
to a service fee model. Drafting complexity and regulatory acceptance are key challenges.

Indemnity
Concept: A contractual promise to compensate a party for losses or damages incurred.
Related terms: Hold‑Harmless, Liability, Warranty
Explanation: Indemnity clauses are common in equipment supply contracts, where the supplier indemnifies
the buyer against defects. Scope, caps, and exclusions must be clearly defined to avoid unlimited liability
exposure. Enforcement may be limited by local law on excessive indemnities.

Infrastructure‑Based Financing
Concept: Funding secured against the value of physical assets such as
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