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Graduate Certificate in Oil and Gas Contract Management

International Oil And Gas Contracts

Abandonment – Related terms: Decommissioning, site restoration, plug‑and‑abandonment. The process of
permanently ceasing production and removing infrastructure. Example: Shutting down an offshore platform
after reserve depletion. Practical application involves regulatory approvals and environmental monitoring.
Challenges include high costs and long‑term liability.

Accord – Related terms: Treaty, convention, multilateral agreement. A formal agreement between states or
parties governing oil and gas activities. Example: The Paris Accord influencing carbon‑risk clauses. Practical
use is to align contractual obligations with international law. Challenges arise from differing national
interpretations.

Actionable Claim – Related terms: Dispute, arbitration, notice of claim. A claim that meets contractual
conditions for escalation to dispute resolution. Example: A breach of delivery schedule triggering an
arbitration clause. Practical application requires timely notice. Challenge: Proving causation and quantifying
damages.

Ad Valorem Tax – Related terms: Royalty, fiscal regime, production sharing. Tax levied as a percentage of the
value of oil or gas sold. Example: A 5 % ad valorem tax on gross sales. Practical use in fiscal modeling.
Challenge: Valuation disputes and fluctuating market prices.

Afternoon Session – Related terms: Conference, workshop, stakeholder meeting. A scheduled portion of a
contract negotiation event. Example: An afternoon session to discuss force‑majeure provisions. Practical
application for focused discussion. Challenge: Time‑zone coordination for international participants.

Agricultural Lease – Related terms: Land use, surface rights, dual lease. Lease of land primarily for farming
but permitting subsurface oil exploration. Example: A farmer granting drilling rights beneath crops. Practical
use in mixed‑use agreements. Challenge: Reconciling surface damage with agricultural productivity.

Amendment – Related terms: Addendum, variation, supplemental agreement. A written change to the terms
of an existing contract. Example: Amending a production schedule due to unexpected reservoir
performance. Practical use for flexibility. Challenge: Ensuring mutual consent and proper documentation.

Anti‑Corruption Clause – Related terms: Compliance, FCPA, UK Bribery Act. Provision prohibiting bribery and
corrupt practices in contract performance. Example: Requiring parties to certify compliance with the U.S.
Foreign Corrupt Practices Act. Practical application in due‑diligence checks. Challenge: Monitoring
compliance across multiple jurisdictions.

Arbitration – Related terms: Dispute resolution, ICC, ad hoc tribunal. A private, binding process for resolving
contract disputes outside courts. Example: Arbitration under the International Chamber of Commerce rules.
Practical use for speed and expertise. Challenge: Enforcing awards in countries with weak judicial support.
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Asset Transfer – Related terms: Assignment, novation, divestiture. The conveyance of ownership or
operating rights of oil and gas assets. Example: Transferring a producing field to a new operator. Practical
use in portfolio reshuffling. Challenge: Obtaining regulatory consent and handling existing liabilities.

Attorney‑Client Privilege – Related terms: Confidentiality, legal advice, privilege log. Protection that
communications between legal counsel and client are not disclosed. Example: Privileged communications
regarding contract negotiations. Practical use for candid legal strategy. Challenge: Determining the scope
across different legal systems.

Authority – Related terms: Regulator, ministry, permitting agency. Government body empowered to grant
licenses and enforce compliance. Example: The Ministry of Energy issuing an exploration licence. Practical
application includes liaison for approvals. Challenge: Navigating multiple authorities in joint‑venture
projects.

Back‑In – Related terms: Re‑entry, re‑activation, workover. Re‑commencing production on a well that had
been shut in. Example: Back‑in a well after a market price recovery. Practical use to capture upside.
Challenge: Technical risks of re‑pressurization and equipment wear.

Baseline Study – Related terms: Environmental impact assessment, pre‑project survey, monitoring. Initial
assessment of ecological and social conditions before project commencement. Example: Baseline marine
fauna survey for an offshore development. Practical use for impact comparison. Challenge: Data accuracy
and baseline variability.

Benchmark Price – Related terms: Reference price, spot price, index. A standard price used to calculate
royalties or revenue sharing. Example: Brent crude as benchmark for a royalty formula. Practical application
in fiscal modeling. Challenge: Price volatility and index selection.

Beneficial Ownership – Related terms: Shareholder, ultimate control, transparency. The natural person who
ultimately owns or controls a legal entity. Example: Identifying the beneficial owner of a shell company in a
joint venture. Practical use for anti‑money‑laundering compliance. Challenge: Hidden structures and
nominee arrangements.

Best EffortsBid Bond – Related terms: Guarantee, performance security, tender. A financial guarantee that a
bidder will enter into a contract if awarded. Example: A 5 % bid bond for an offshore drilling contract.
Practical use to assure seriousness of bids. Challenge: Assessing bidder’s financial capacity.

Bill of Lading – Related terms: Transport document, freight, title document. Document evidencing receipt of
cargo for shipment and title transfer. Example: A bill of lading for crude oil loaded onto a VLCC. Practical use
in trade finance. Challenge: Discrepancies between cargo and documentation.

Black‑Letter Clause – Related terms: Standard clause, boilerplate, non‑negotiable. A provision that is widely
accepted and rarely altered. Example: A standard force‑majeure clause in many oil contracts. Practical use
for consistency. Challenge: Hidden risks if not carefully reviewed.

Block Sale – Related terms: Asset purchase, portfolio divestiture, bulk transaction. Sale of a group of oil and
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gas assets as a single package. Example: A block sale of upstream assets in the North Sea. Practical
application for rapid portfolio adjustment. Challenge: Due‑diligence across diverse assets.

Bonded Lease – Related terms: Security deposit, performance bond, escrow. Lease that includes a financial
security to guarantee performance. Example: A bonded lease requiring the lessee to post a bond equal to
10 % of anticipated royalties. Practical use to protect the lessor. Challenge: Bond valuation and release
conditions.

Break‑Even Price – Related terms: Unit operating cost, cash‑flow analysis, economic limit. The oil price at
which revenues equal costs, yielding zero profit. Example: A break‑even price of $45 per barrel for a
deepwater project. Practical use in investment decisions. Challenge: Sensitivity to cost overruns and
discount rates.

Brokerage Agreement – Related terms: Commission, intermediary, finders fee. Contract whereby a broker
facilitates the sale or purchase of oil assets. Example: A brokerage agreement for the sale of a marginal field.
Practical use for market access. Challenge: Conflict of interest and fee disputes.

Capacity Clause – Related terms: Production limit, take‑or‑pay, quota. Provision limiting the amount of oil or
gas that can be produced or taken. Example: A capacity clause restricting production to 30 % of field
capacity. Practical application in field management. Challenge: Balancing operator flexibility with investor
expectations.

Cash‑Flow Model – Related terms: Financial model, sensitivity analysis, discount rate. Spreadsheet that
projects revenues, costs, and profitability over the life of a project. Example: A cash‑flow model for a LNG
downstream facility. Practical use for investment appraisal. Challenge: Assumptions on price, production,
and operating costs.

Certificate of Title – Related terms: Ownership proof, land registry, legal deed. Document confirming legal
ownership of a property or mineral rights. Example: A certificate of title for onshore acreage. Practical use in
due‑diligence. Challenge: Title defects and overlapping claims.

Change‑of‑Control – Related terms: Assignment, novation, trigger event. Event where ownership of a party
changes, potentially affecting contractual rights. Example: A change‑of‑control clause that allows the other
party to terminate if a new owner takes over. Practical application for risk mitigation. Challenge: Defining
thresholds and notice periods.

Clause – Related terms: Provision, article, section. Individual provision within a contract that sets out specific
rights or obligations. Example: The confidentiality clause in an exploration agreement. Practical use for
structuring contracts. Challenge: Drafting clarity to avoid ambiguity.

Clear‑Title Warranty – Related terms: Indemnity, title guarantee, encumbrance. Assurance that the seller
holds unencumbered ownership of the assets being transferred. Example: A clear‑title warranty in a field
purchase agreement. Practical use to protect buyer from hidden liens. Challenge: Uncovering hidden
encumbrances.
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Closing Conditions – Related terms: Precedent conditions, fulfillment, post‑closing obligations. Conditions
that must be satisfied before a transaction is completed. Example: Obtaining regulatory approval as a
closing condition. Practical use to protect parties. Challenge: Delays in meeting conditions can jeopardize
the deal.

Co‑Production Agreement – Related terms: Joint venture, shared facilities, cost sharing. Arrangement where
multiple parties produce from the same reservoir using shared infrastructure. Example: A co‑production
agreement for a gas‑condensate field. Practical application for cost efficiency. Challenge: Allocating
production and expenses fairly.

Collateral – Related terms: Security, guarantee, pledge. Asset pledged to secure performance of an
obligation. Example: Collateralizing a loan with offshore equipment. Practical use in financing. Challenge:
Valuation and enforceability across jurisdictions.

Commissioning – Related terms: Start‑up, performance testing, pre‑operational phase. Process of testing
and verifying that facilities operate according to design. Example: Commissioning of a subsea pipeline.
Practical use to ensure safety and functionality. Challenge: Schedule overruns and technical failures.

Compensation Event – Related terms: Breach, liquidated damages, remedial action. Event that triggers
payment from one party to another due to contract breach. Example: A compensation event for delayed
delivery of equipment. Practical use to allocate risk. Challenge: Quantifying losses and proving causation.

Confidentiality Agreement – Related terms: NDA, non‑disclosure, secrecy clause. Contractual obligation to
keep certain information secret. Example: An NDA covering geological data shared during negotiations.
Practical use to protect proprietary information. Challenge: Enforcing confidentiality across borders.

Construction Risk – Related terms: Cost overrun, schedule delay, turnkey contract. Risk that construction
costs exceed estimates or that the project is delayed. Example: Construction risk in an EPC contract for a
refinery. Practical application in risk allocation. Challenge: Accurately pricing contingencies.

Contingent Liability – Related terms: Potential obligation, reserve, indemnity. Liability that may arise
depending on the occurrence of a future event. Example: A contingent liability for de‑commissioning costs.
Practical use in financial statements. Challenge: Estimating probability and amount.

Contractual Capacity – Related terms: Legal authority, corporate power, charter. Ability of a party to enter
into binding agreements. Example: Confirming contractual capacity of a state‑owned oil company. Practical
use to avoid void contracts. Challenge: Verifying corporate governance compliance.

Co‑ordination Clause – Related terms: Schedule alignment, inter‑party communication, joint planning.
Provision requiring parties to coordinate activities to avoid conflicts. Example: A coordination clause
mandating weekly operational meetings. Practical application for integrated projects. Challenge: Aligning
differing corporate cultures.

Cost‑Plus Contract – Related terms: Reimbursement, fee, expense recovery. Contract where the contractor is
reimbursed for actual costs plus an agreed fee. Example: A cost‑plus contract for drilling services. Practical
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use when scope is uncertain. Challenge: Cost control and incentive misalignment.

Counter‑Offer – Related terms: Negotiation, proposal, acceptance. A response to an offer that modifies its
terms, creating a new offer. Example: A counter‑offer to increase royalty rates. Practical use in contract
negotiations. Challenge: Timing and potential deadlock.

Court‑Annexed Arbitration – Related terms: Hybrid dispute resolution, judicial supervision, arbitration
award. Arbitration process that is overseen by a court for enforcement. Example: Court‑annexed arbitration
under the Singapore International Arbitration Act. Practical use for added legal certainty. Challenge:
Increased procedural complexity.

Covenant – Related terms: Promise, undertaking, restriction. Formal promise within a contract to do or
refrain from doing something. Example: A covenant not to sell assets without consent. Practical use to
protect interests. Challenge: Breach consequences and enforceability.

Credit Support – Related terms: Guarantee, collateral, letter of credit. Financial instrument that provides
security for contractual obligations. Example: A letter of credit as credit support for a supply contract.
Practical use to mitigate counter‑party risk. Challenge: Credit rating fluctuations.

Cross‑Border Transaction – Related terms: International deal, foreign investment, jurisdiction. Transaction
involving parties located in different countries. Example: The acquisition of a Brazilian offshore block by a
UK company. Practical application in global markets. Challenge: Currency risk, legal harmonization, tax
implications.

Cut‑Back Clause – Related terms: Production curtailment, capacity reduction, penalty. Provision allowing a
party to reduce output under specified conditions. Example: A cut‑back clause triggered by market
oversupply. Practical use to manage market exposure. Challenge: Negotiating acceptable thresholds.

De‑Risking – Related terms: Hedging, insurance, risk transfer. Strategies to reduce exposure to price,
operational, or political risks. Example: De‑risking a project through long‑term offtake contracts. Practical
application for investors. Challenge: Cost of risk mitigation instruments.

Decommissioning Bond – Related terms: Financial guarantee, reclamation fund, closure security. Financial
instrument ensuring funds are available for dismantling and site restoration. Example: A $200 million
decommissioning bond for an offshore platform. Practical use for regulatory compliance. Challenge: Bond
sizing and release criteria.

Defect Liability Period – Related terms: Warranty period, maintenance, remedial works. Timeframe after
hand‑over during which the contractor must rectify defects. Example: A 12‑month defect liability period for
a processing plant. Practical use to ensure quality. Challenge: Identifying defects and allocating repair costs.

Delimitation – Related terms: Boundary, jurisdiction, territory. Process of defining the geographic scope of a
contract’s rights. Example: Delimitation of offshore blocks in a basin. Practical application for avoiding
overlap. Challenge: Overlapping claims and ambiguous maps.

Deposit Account – Related terms: Escrow, security deposit, trust fund. Account used to hold funds pending
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fulfillment of contractual conditions. Example: A deposit account holding 10 % of contract value until
delivery. Practical use for financial security. Challenge: Interest handling and release triggers.

Derivative Contract – Related terms: Futures, swaps, hedging instrument. Financial contract whose value
derives from an underlying asset such as oil price. Example: A crude oil swap to lock in price. Practical
application for price risk management. Challenge: Counter‑party credit risk and valuation complexity.

Dispute Resolution Clause – Related terms: Arbitration, litigation, mediation. Contractual provision
specifying the mechanism for handling disagreements. Example: An arbitration clause designating the ICC
as the seat. Practical use for certainty. Challenge: Selecting an enforceable and neutral forum.

Distribution Agreement – Related terms: Marketing, sales channel, territory. Contract governing the sale and
distribution of oil or gas products. Example: A distribution agreement for refined products in a regional
market. Practical use to expand market reach. Challenge: Aligning pricing and inventory management.

Divestiture – Related terms: Asset sale, spin‑off, portfolio rationalization. Process of selling or disposing of
assets or business units. Example: Divestiture of non‑core shale assets. Practical application for strategic
focus. Challenge: Valuation and regulatory approval.

Downstream Contract – Related terms: Refinery supply, marketing, retail. Agreement covering activities after
extraction, such as refining and distribution. Example: A downstream contract for gasoline supply to a
retailer. Practical use for securing market outlets. Challenge: Price volatility and margin pressure.

Earn‑Out – Related terms: Contingent payment, performance milestone, post‑closing consideration.
Payment structure where a seller receives additional compensation based on future performance. Example:
An earn‑out tied to production volumes over five years. Practical use to bridge valuation gaps. Challenge:
Defining measurable targets and audit rights.

Economic Limit – Related terms: Marginal field, cut‑off price, unprofitable operation. Point at which
continued production is no longer economically viable. Example: Ceasing production when oil price falls
below $30 per barrel. Practical use for operational decision‑making. Challenge: Forecasting price trends and
cost escalations.

Effective Date – Related terms: Commencement, start‑up, contract initiation. Date on which the contract
becomes legally binding. Example: The effective date set as the day of signature. Practical use for timing
obligations. Challenge: Aligning with regulatory approvals.

Escalation Clause – Related terms: Price adjustment, CPI, cost index. Provision allowing contract prices to
increase in line with agreed indices. Example: An escalation clause tied to the US Consumer Price Index.
Practical use to preserve profitability. Challenge: Selecting appropriate index and frequency.

Exclusive Zone – Related terms: Area of rights, monopoly, territory. Geographic area where a party has
exclusive rights to explore or produce. Example: An exclusive zone granted for offshore drilling. Practical
application in securing investment. Challenge: Limited flexibility for other operators.

Exhibit – Related terms: Annex, schedule, appendix. Document attached to a contract that provides
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additional detail. Example: Exhibit A containing technical specifications. Practical use for clarity. Challenge:
Ensuring consistency between main contract and exhibits.

Exploration Licence – Related terms: Permit, concession, drilling authorization. Government‑issued right to
explore for hydrocarbons in a defined area. Example: A 5‑year exploration licence for an onshore basin.
Practical use to secure exploration rights. Challenge: Meeting work‑program obligations.

Export Credit Agency (ECA) – Related terms: Financing, guarantee, political risk insurer. Governmental
institution that provides financial support for exports. Example: ECA financing for a LNG plant construction.
Practical application for project funding. Challenge: Compliance with ECA guidelines and repayment terms.

Extended Warranty – Related terms: Service contract, maintenance agreement, after‑sales support.
Additional guarantee beyond the standard warranty period. Example: A two‑year extended warranty on a
subsea valve. Practical use for risk mitigation. Challenge: Cost‑benefit analysis of extended coverage.

Facilitation Fee – Related terms: Commission, brokerage, success fee. Payment made to a party for assisting
in the execution of a transaction. Example: A facilitation fee paid to a local agent for securing land rights.
Practical use to incentivize cooperation. Challenge: Transparency and tax treatment.

Failure to Perform – Related terms: Breach, default, non‑performance. Situation where a party does not fulfill
contractual obligations. Example: Failure to deliver equipment on schedule. Practical use in triggering
remedies.

Force Majeure – Related terms: Act of God, unforeseen event, impossibility. Clause excusing performance
when extraordinary events beyond control occur. Example: A hurricane preventing offshore drilling.
Challenge: Defining scope and notice requirements.

Front‑End Engineering Design (FEED) – Related terms: Preliminary design, EPC, project definition. Detailed
engineering study that defines project specifications before final investment decision. Example: FEED for a
gas processing plant. Practical application for cost estimation. Challenge: Scope creep and design changes.

Fuel‑Gas Agreement – Related terms: Supply contract, off‑take, cogeneration. Contract for the provision of
fuel gas to power generation or process facilities. Example: A fuel‑gas agreement for a petrochemical
complex. Practical use to secure reliable feedstock. Challenge: Price volatility and allocation of gas.

Funding Gap – Related terms: Capital shortfall, financing, cash‑flow deficit. Difference between project costs
and available financing. Example: A $500 million funding gap for a deepwater development. Practical use for
identifying financing needs. Challenge: Securing additional equity or debt.

General Indemnity – Related terms: Hold‑harmless, liability, insurance. Broad contractual promise to
compensate the other party for losses arising from specified risks. Example: A general indemnity covering
third‑party claims. Practical use for risk transfer. Challenge: Caps and exclusions.

Geological Survey – Related terms: Seismic study, exploration data, subsurface analysis. Systematic
investigation of the earth’s structure to locate hydrocarbons. Example: 3‑D seismic survey over a frontier
basin. Practical application for reserve estimation. Challenge: Data interpretation and cost.
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Good Faith – Related terms: Fair dealing, honesty, commercial reasonableness. Obligation to act honestly
and fairly in contractual performance. Example: Parties must negotiate in good faith on price adjustments.
Practical use to promote cooperation. Challenge: Proving breach of good faith.

Guarantee – Related terms: Surety, performance bond, letter of guarantee. Commitment by a third party to
fulfill an obligation if the primary obligor defaults. Example: A parent company guarantee for a subsidiary’s
contract. Practical use for credit enhancement. Challenge: Enforceability across jurisdictions.

Groundwater Protection Clause – Related terms: Environmental safeguard, water management,
contamination. Provision requiring measures to protect groundwater from pollution. Example: A clause
mandating monitoring of produced water. Practical use to meet regulatory standards. Challenge:
Monitoring costs and liability for spills.

Hedging Strategy – Related terms: Risk management, futures, options. Plan to offset price risk through
financial instruments. Example: Hedging crude exposure with forward contracts. Practical application to
stabilize cash flow. Challenge: Basis risk and liquidity.

Higher‑Order Clause – Related terms: Umbrella provision, master clause, overarching term. Broad clause
that governs a group of related provisions. Example: A higher‑order confidentiality clause covering all
annexes. Challenge: Ensuring interpretative clarity.

Holding Company – Related terms: Parent company, subsidiary, corporate structure. Entity that owns
controlling interest in other companies but may not engage in operations. Example: A holding company
owning multiple exploration subsidiaries. Practical use for tax planning. Challenge: Transparency and
regulatory scrutiny.

Hybrid Contract – Related terms: Mixed‑type, blended, dual‑model. Contract that combines features of
different contract types, such as service and production sharing. Example: A hybrid contract with elements
of cost‑plus and profit‑share. Practical application for tailored risk allocation. Challenge: Complexity in
accounting and governance.

Imbalance Clause – Related terms: Production sharing, revenue split, corrective mechanism. Provision that
adjusts profit shares when actual production deviates from forecasts. Example: An imbalance clause that
reallocates revenue if output falls below 80 % of estimate. Practical use to maintain fairness. Challenge:
Measurement and dispute over triggers.

Indemnity Cap – Related terms: Liability limit, maximum exposure, aggregate limit. Upper limit on the
amount of indemnification payable under a contract. Example: An indemnity cap of $50 million for
environmental damages. Practical use to control risk exposure. Challenge: Negotiating acceptable caps.

In‑Kind Delivery – Related terms: Physical delivery, commodity supply, barter. Supplying the actual product
rather than cash equivalent. Example: In‑kind delivery of natural gas to a power plant. Practical use for
meeting contractual obligations. Challenge: Logistics and quality control.

Incentive Clause – Related terms: Performance bonus, milestone payment, reward provision. Provision that
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grants additional compensation for exceeding performance targets. Example: An incentive clause rewarding
production above 120 % of plan. Practical use to encourage over‑performance. Challenge: Setting realistic
targets.

Insolvency – Related terms: Bankruptcy, liquidation, restructuring. Legal state where a party cannot meet its
debt obligations. Example: Insolvency of a contractor leading to contract termination. Practical use for risk
assessment. Challenge: Cross‑border insolvency coordination.

Joint Development Agreement (JDA) – Related terms: Co‑venture, shared infrastructure, unitisation. Contract
whereby parties jointly develop a reservoir that straddles boundaries. Example: A JDA for a trans‑border gas
field. Practical use for resource optimization. Challenge: Allocating costs and revenues.

Joint Operating Agreement (JOA) – Related terms: Operator, non‑operator, management contract.
Agreement that defines the rights and duties of parties in a joint venture, designating an operator. Example:
A JOA appointing Company A as operator. Practical use for governance. Challenge: Dispute resolution
among participants.

Key Person Clause – Related terms: Personnel risk, expertise, continuity. Provision requiring the presence of
specific individuals critical to project success. Example: A key person clause obligating the senior geologist
to remain for the duration of the drilling program. Practical use to protect expertise. Challenge: Succession
planning.

Land Use Permit – Related terms: Zoning, environmental clearance, right‑of‑way. Authorization to use land
for specific purposes, such as pipeline construction. Example: A land use permit for a coastal pipeline
corridor. Practical application for project implementation. Challenge: Community opposition and legal
challenges.

Letter of Credit (LC) – Related terms: Bank guarantee, payment security, documentary credit. Financial
instrument issued by a bank guaranteeing payment upon presentation of documents. Example: An
irrevocable LC for the purchase of drilling equipment. Practical use for trade finance. Challenge: Compliance
with LC terms.

Liquidated Damages – Related terms: Penalty, pre‑determined sum, breach remedy. Fixed amount agreed in
advance to compensate for breach of contract. Example: Liquidated damages for delayed commissioning of
a plant. Practical use to provide certainty. Challenge: Enforceability if deemed punitive.

Lock‑In Period – Related terms: Exclusivity, non‑competition, commitment term. Timeframe during which a
party cannot terminate or switch counterparties. Example: A 3‑year lock‑in for a gas offtake contract.
Practical use to secure revenue streams. Challenge: Flexibility for market changes.

Long‑Term Contract (LTC) – Related terms: Offtake, supply agreement, fixed price. Contract extending over
several years to purchase or sell hydrocarbons. Example: A 20‑year LNG supply contract. Practical use for
investment certainty. Challenge: Price renegotiation and market volatility.

Margin Call – Related terms: Collateral, credit line, exposure. Request by a counter‑party for additional

Read online: https://certificates.HealthCareCourses.org.uk/glossaries/
4634379/international-oil-and-gas-contracts

HealthCareCourses (An LSIB brand) · 21 Jun 2026



G LO S S A RY

security when exposures exceed agreed limits. Example: A margin call on a crude oil swap. Practical use to
manage credit risk. Challenge: Liquidity strain on the called party.

Material Adverse Change (MAC) – Related terms: Event of default, trigger event, covenant breach. Clause
allowing termination if a significant negative change occurs. Example: A MAC clause triggered by new
sanctions on a country. Practical use for protection. Challenge: Defining “material” and proving causation.

Mechanical Integrity Program (MIP) – Related terms: Safety, inspection, reliability. Systematic program to
ensure equipment remains safe and functional. Example: A MIP for offshore wellheads. Practical use to
prevent accidents. Challenge: Cost of inspections and compliance tracking.

Milestone Payment – Related terms: Progress payment, deliverable, schedule. Payment tied to the
achievement of predefined project milestones. Example: A milestone payment upon completion of the
foundation. Practical use for cash‑flow management. Challenge: Agreeing on objective criteria.

Minimum Work Programme (MWP) – Related terms: Exploration commitment, drilling schedule,
performance obligation. Minimum number of activities a licensee must undertake within a period. Example:
An MWP requiring two wells in three years. Practical use for maintaining licence validity. Challenge:
Financing and technical feasibility.

Mitigation Plan – Related terms: Remedial action, environmental management, corrective measure. Strategy
to reduce adverse impacts identified in assessments. Example: A mitigation plan for marine wildlife
disturbance. Challenge: Effectiveness monitoring.

Mixed‑Mode Contract – Related terms: Hybrid, service‑plus‑production, dual compensation. Contract
combining elements of service provision and production sharing. Example: A mixed‑mode contract where
the contractor receives a fee plus a share of profits. Practical use for aligning incentives. Challenge:
Accounting complexity.

Modular Construction – Related terms: Prefabrication, offshore platform, turnkey. Building components
off‑site for later assembly. Example: Modular construction of a floating production unit. Practical use to
reduce offshore construction time. Challenge: Transport logistics and integration.

Monetary Adjustment Clause – Related terms: Inflation, currency fluctuation, price index. Provision allowing
contract price to be adjusted for monetary changes. Example: A monetary adjustment clause linked to the
Eurozone inflation rate. Practical use to preserve real value. Challenge: Selecting appropriate index.

Multi‑Party Agreement (MPA) – Related terms: Consortium, joint venture, collaborative contract. Agreement
involving three or more parties sharing rights and obligations. Example: An MPA for a basin‑wide
development project. Practical use for resource pooling. Challenge: Coordination and decision‑making.

Negotiated Settlement – Related terms: Mediation, compromise, dispute resolution. Voluntary resolution of
a dispute without formal adjudication. Example: Parties reaching a negotiated settlement on a royalty
dispute. Practical use to avoid costly arbitration. Challenge: Ensuring enforceability.

Non‑Compete Clause – Related terms: Restraint of trade, exclusivity, confidentiality. Provision restricting a

Read online: https://certificates.HealthCareCourses.org.uk/glossaries/
4634379/international-oil-and-gas-contracts

HealthCareCourses (An LSIB brand) · 21 Jun 2026



G LO S S A RY

party from engaging in competing activities. Example: A non‑compete clause preventing a former operator
from working in the same basin for two years. Practical use for protecting investments. Challenge:
Enforceability under local law.

Non‑Disclosure Agreement (NDA) – Related terms: Confidentiality, secrecy, proprietary information.
Contract obligating parties to keep disclosed information confidential. Example: An NDA signed before
sharing seismic data. Practical use to protect trade secrets. Challenge: Cross‑border enforcement.

Operating Agreement – Related terms: JOA, governance, management. Document that sets out the rights
and duties of parties in a joint operation. Example: An operating agreement for a shared offshore platform.
Practical use for day‑to‑day management. Challenge: Aligning operational procedures.

Operating Licence – Related terms: Permit, authorization, regulatory approval. Licence granting the right to
produce hydrocarbons. Example: An operating licence for a gas field. Practical use to legally extract
resources. Challenge: Compliance with production quotas.

Operator – Related terms: Managing party, lead company, JOA. Entity responsible for day‑to‑day
management of a joint venture. Example: Company X appointed as operator of a consortium. Practical use
for centralized decision‑making. Challenge: Liability exposure and performance expectations.

Option Agreement – Related terms: Right of first refusal, pre‑emptive right, exploration option. Contract
giving a party the right, but not the obligation, to acquire interests later. Example: An option to purchase
additional acreage after successful drilling. Practical use for strategic expansion. Challenge: Timing and
pricing of exercise.

Performance Bond – Related terms: Guarantee, surety, security. Financial instrument ensuring contractor
performance to a specified standard. Example: A performance bond equal to 10 % of contract value for a
pipeline project. Challenge: Claim process and bond release.

Petroleum Revenue Tax (PRT) – Related terms: Fiscal regime, royalty, tax liability. Tax levied on profits from
petroleum extraction. Example: A PRT of 30 % on net profits in a jurisdiction. Practical use for government
revenue. Challenge: Tax planning and double taxation.

Phased Development – Related terms: Staged investment, incremental expansion, modular approach.
Strategy of developing a project in sequential phases. Example: Phased development of a deepwater field,
starting with a single platform. Challenge: Coordinating phases and maintaining flexibility.

Pipeline Access Agreement – Related terms: Transportation, tariff, right‑of‑use. Contract granting right to
transport hydrocarbons through a pipeline. Example: A pipeline access agreement for delivering gas to a
processing plant. Practical use for logistics. Challenge: Capacity allocation and tariff negotiations.

Planned Maintenance – Related terms: Preventive maintenance, outage, reliability. Scheduled activities to
maintain equipment performance. Example: Planned maintenance shutdown of a refinery unit. Practical use
to avoid unplanned failures. Challenge: Production loss during maintenance windows.

Power‑Purchase Agreement (PPA) – Related terms: Offtake, renewable energy, contract for difference.
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Long‑term contract to sell electricity generated from gas‑fired power plants. Example: A 15‑year PPA for a
combined‑cycle plant. Practical use for revenue certainty. Challenge: Price adjustments and regulatory
changes.

Pre‑emptive Right – Related terms: Right of first refusal, option, seniority clause. Right granted to existing
shareholders to acquire additional shares before third parties. Example: A pre‑emptive right allowing a
partner to increase its stake in a field. Practical use to maintain ownership proportion. Challenge: Valuation
and timing.

Pre‑Qualification (PQ) – Related terms: Tender screening, capability assessment, vendor selection. Process to
assess a contractor’s ability to perform before invitation to tender. Example: Pre‑qualification of drilling rigs
for an offshore contract. Practical use to shortlist capable suppliers. Challenge: Objective criteria and
transparency.

Pre‑Negotiated Rate – Related terms: Fixed price, contract rate, agreed tariff. Rate established before
contract execution, often used for services. Example: A pre‑negotiated rate for cementing services. Practical
use for budgeting. Challenge: Adjusting for inflation or market changes.

Principal‑Agent Relationship – Related terms: Delegation, authority, fiduciary duty. Relationship where the
principal authorizes the agent to act on its behalf. Example: An oil company acting as principal for a local
service agent. Practical use for local representation. Challenge: Liability for agent’s actions.

Production Sharing Agreement (PSA) – Related terms: Fiscal regime, cost recovery, profit split. Contract
where the state and the contractor share production after cost recovery. Example: A PSA granting 60 % of
net profit to the contractor. Practical use for resource development in many jurisdictions. Challenge:
Negotiating cost recovery caps and profit splits.

Production Target – Related terms: Output quota, performance metric, capacity. Specified amount of
hydrocarbons to be produced within a period. Example: A production target of 100 k barrels per day.
Practical use for planning and monitoring. Challenge: Geological uncertainty and operational constraints.

Progress Payment – Related terms: Milestone payment, interim payment, cash‑flow. Payment made as work
progresses, often tied to verified completion of stages. Example: A progress payment after foundation
installation. Practical use to fund ongoing work. Challenge: Verification and dispute over quality.

Promissory Note – Related terms: Debt instrument, loan agreement, maturity. Written promise to pay a
specified amount at a future date. Example: A promissory note issued to finance drilling equipment.
Practical use for short‑term financing. Challenge: Credit risk and enforceability.

Proprietary Data – Related terms: Confidential information, trade secret, exclusive rights. Data owned by a
party and protected from disclosure. Example: Proprietary seismic interpretation maps. Practical use to
maintain competitive advantage. Challenge: Safeguarding against leaks.

Qualified Person (QP) – Related terms: Technical expert, certification, competency. Individual authorized to
certify the accuracy of technical data.
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