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Types	of	oil	and	gas	agreements

There	were	no	or	low	signature	bonus	and	sometimes	no	income	taxation.	During	recent	years,	the	term	"third	for	a	quarter"	has	been	the	basis	for	promotion	of	many	farm-out	deals.	Joint	operating	agreements[edit]	Anytime	two	or	more	owners	of	working	interests	decide	to	share	the	risk	of	drilling,	development,	or	operations	related	to	the
production	of	oil	and	gas,	they	enter	into	what	the	industry	calls	a	joint	operating	agreement	(JOA)	or,	simply,	an	operating	agreement.	These	are	the	most	common	types	of	oil	and	gas	contracts:	Farm-outs	and	farm-ins	(well	trades)	Well	support	Service	Joint	ventures	Bidding	Purchase	or	acquisition	Seismic	option	Lease	exchange	Contract
management	in	the	oil	and	gas	industry	Projects	often	include	several	contractors	in	the	energy	industry	where	regulation	compliance,	design	authority,	and	risk	mitigation	are	essential	for	success.	Disconnected	audit	trails	Management	of	change	is	a	significant	challenge	throughout	the	contract	management	process.	Those	terms	were	often
"frozen"	for	the	life	of	the	agreement.	It	also	specifies	the	operation	for	which	the	JOA	was	formed	(the	drilling	of	a	well)	and	how	costs	and	revenues	will	be	shared,	determined,	and	accounted	for.	In	addition,	it	provides	for	each	party's	rights	to	the	production	obtained	and	sets	out	how	leases	will	be	acquired,	maintained,	transferred,	and	disposed.
This	exhibit	consists	of	five	or	six	pages	of	fine	print	in	a	form	developed	by	the	Council	of	Petroleum	Accountants	Society,	hence,	it	is	called	the	COPAS	form.	Additional	subjects	covered	by	a	JOA	include	the	following:	Handling	of	title	examination	and	the	effect	of	loss	or	failure	of	title	upon	a	party's	interest	Designation,	resignation,	and	removal	of
an	operator	An	operator's	rights,	duties,	and	liabilities	Providing	for	the	initial	project,	usually	a	test	well's	objective	depth,	commencement	date,	location,	and	abandonment	procedures	Expenditures	and	liabilities	of	the	parties,	including	liens	and	payment	defaults;	payment	and	accounting	requirements;	limitations	on	expenditures	to	drill,	deepen,
rework,	and	plug	back;	and	other	operations	Handling	of	rentals,	shut-in	payments,	and	minimum	royalties	Taxes	Insurance	Internal	Revenue	Service	elections	Claims	and	law	suits	against	the	parties	Term	of	the	JOA	Acquisition,	maintenance,	or	transfer	of	interests	Other	provisions,	such	as	notices,	force	majeure,	designation	of	areas	of	mutual
interest,	taking	of	production,	gas	balancing,	preferential	rights	to	purchase	interests	offered	for	sale	by	any	party	to	the	JOA,	and	compliance	with	laws	and	regulations	One	of	the	more	important	parts	of	a	JOA	is	the	accounting	schedule,	which	usually	appears	as	an	exhibit	to	and	becomes	a	part	of	the	JOA.	Seismic	option	agreements[edit]	Seismic
option	agreements	result	from	a	party	obtaining	the	right	to	purchase	oil	and	gas	interests,	conditioned	upon	the	results	of	a	new	seismic	survey	and/or	evaluation	of	existing	seismic.	Statements	consisting	only	of	original	research	should	be	removed.	This	means	that	your	company	will	face	far	fewer	risks	and	can	maintain	compliance	which	will	help
you	save	money	in	the	long	run.	Farm-outs	and	farm-ins	(Well	trades)[edit]	When	the	owner	(farmor)	of	an	oil	and	gas	working	interest	agrees	to	assign	an	interest	in	a	lease	(called	the	farm-out	area)	to	another	party	(farmee)	in	consideration	of	the	farmee	drilling	a	well	or	wells	(farm-out	wells)	on	the	farm-out	area,	the	farmor	is	said	to	have	made	a
farm-out	and	the	farmee	has	made	a	farm-in.	Because	of	the	diversity	of	ownership	of	oil	and	gas	interests	and/or	the	need	to	share	economic	risks,	the	oil	and	gas	industry	has	utilized	a	number	of	different	contractual	arrangements.	Onshore	JOAs	used	today	stem	from	work	done	by	the	American	Association	of	Petroleum	Landmen	(AAPL)	to	create	a
standard	form	to	simplify	and	facilitate	the	negotiation	of	JOAs	with	equitable	results	for	all	the	parties	concerned.	This	is	why	efficient	contract	management	is	essential	in	this	sector.	The	NOC	burdens	the	IOC	by	not	fully	compensate	the	IOC	for	the	risks	assumed	during	exploration	or	to	make	a	commercial	discovery.	Without	an	efficient	contract
management	process,	it’s	easy	to	let	these	delays	creep	up,	and	as	a	result,	your	agreements	aren’t	as	beneficial	as	they	could	be.	Oil	and	gas	contract	types	Many	different	agreements	are	used	in	the	oil	and	gas	industry	due	to	the	diversity	of	ownership	and	the	need	to	share	economic	risk.	Promotion	is	an	art	in	itself.	However,	the	IOC	benefit	for
example	by	having	the	NOC	as	partner	when	faced	with	nationalistic	treats.	There	is	a	heavy	reliance	on	working	capital	and	changing	regulations	from	international	and	domestic	governments,	making	it	difficult	to	stay	on	top	of	all	requirements.	Also,	except	in	certain	limited	circumstances,	no	party	may	prevent	another	party	from	proceeding	with
operations	that	it	desires	to	undertake	at	its	own	cost,	risk,	and	expense.	An	acreage	contribution	is	similar	to	a	dry	or	bottom	hole	contribution	except	that	the	nondrilling	party	agrees	to	contribute	all	or	part	of	the	leases	located	near	the	support	well	rather	than	money.	Traditional	concession	agreements	pre-1940	were	granted	for	large	areas,
sometimes	the	whole	country	e.g.	Iraq.	A	contract	management	tool	will	automate	the	entire	lifecycle	from	start	to	finish,	making	it	much	easier	to	keep	on	top	of	your	agreements.	Insufficient	risk	mitigation	Risk	involved	in	a	project	should	be	transferred	to	the	responsible	parties.	The	terms	of	a	farm-out	deal	vary	with	the	market	conditions	of	the
times.	The	company	takes	ownership	of	all	production,	when	extracted	the	petroleum	company	pays	a	royalty	to	the	host	state	(The	royalty	could	be	in	cash,	income	tax	on	profits,	or	other	types	of	fees	and	contributions)This	type	of	contract	is	known	as	a	license	and	commonly	gives	the	holder	an	exclusive	right	to	explore	and	exploit	petroleum,	own
and	market	the	production	and	own	the	relevant	equipment	and	installations.	Lease	exchange	agreements[edit]	Lease	exchange	agreements	involve	situations	in	which	two	or	more	parties	exchange	rights	and	interests	in	an	oil	and	gas	lease	in	one	geographic	area	for	rights	and	interests	in	another	area.	Revision	of	AAPL	Form	610	was	last
accomplished	in	1989.	However,	energy	projects	are	often	complex	with	many	interconnected	components,	meaning	that	agreements	in	this	industry	are	equally	complex	and	difficult	to	manage.	Plus,	missed	clauses	or	noncompliance	has	significant	financial	consequences	in	the	form	of	hefty	fines	and	legal	penalties.	One	breach	could	cost	your
company	thousands	of	dollars	in	losses.	The	percentage	is	higher	for	exploratory	wells	than	for	development	wells.	In	addition,	many	nomenclature	changes	are	needed	to	reflect	the	different	operational	activities	occasioned	by	an	ocean	environment.	These	agreements	usually	spell	out	the	subject	matter	to	be	considered	for	purchase;	the	interests	of
the	parties;	how	prepurchase	and	after	purchase	costs,	if	different,	will	be	borne;	how	revenues	will	be	shared	if	one	or	more	of	the	parties	is	entitled	to	a	disproportionate	share;	and	all	of	the	operating	provisions	to	be	invoked	upon	purchase	of	the	interests.	However,	if	something	happens	onsite	and	someone	fails	to	report	the	incident.	The	party
paying	the	contribution	is	entitled	to	all	of	the	well	data.	UPSTREAM	PETROLEUM	CONTRACTS:	Natural	resource-rich	countries	need	to	use	their	resources	to	obtain	funds	for	the	social	and	economic	development	of	the	nation.	This	tool	will	help	oil	and	gas	companies	resolve	many	of	their	contract	management	challenges	as	the	process	is
automated	and	streamlined.	JVs	require	painstaking	negotiations	over	an	extended	period	of	time	to	ensure	that	all	matters	are	thoughtfully	addressed	and	that	the	parties	agree	on	how	to	work	with	each	other.DIFFERENT	TYPES	OF	CONTRACTS	USED	IN	THE	FPSO	INDUSTRY:The	different	types	of	contracts	detailed	out	below	are	generally	used
in	the	wider	Oil	and	Gas	industry	as	a	whole.	Here	are	some	of	the	features	of	oil	and	gas	contract	management	software:	1.	This	caused	developments	to	be	delayed,	postponed	or	the	expected	investment	did	not	immediately	materialise.	It	could	lead	to	legal	issues	when	the	contract	closeout	starts.	Those	grants	were	for	long	term	(50	to	99	years).
Visibility	and	oversight	Contract	management	software	for	the	oil	and	gas	industry	helps	to	ensure	that	all	agreements	are	compliant	and	don’t	have	unnecessary	risks	involved.	In	these	cases,	if	less	than	all	the	parties	to	the	JOA	proceed	with	a	project	on	their	own	and	in	the	event	production	is	obtained	from	these	sole	expense	or	sole	account
operations,	the	consenting	parties	who	took	the	risk	for	the	project	are	allowed	to	recover	from	the	nonconsenting	party's	share	of	production	100%	of	the	costs	incurred	on	behalf	of	thenonconsenting	party	plus	a	substantial	additional	percentage,	usually	several	hundred	percentage	points	depending	upon	the	risks	of	the	project.	3.	Integrating
automated	contract	management	tools	allows	you	to	streamline	the	entire	agreement	lifecycle,	decreasing	unnecessary	spending	and	risk	and	helping	you	maintain	compliance.	The	balance	of	production	belongs	to	the	host	state.Under	this	type	of	agreement,	therefore,	the	company	or	consortium	provides	technical	expertise	and	capital	and	assumes
project	risk	in	return	for	exclusive	rights	to	explore	and	produce	oil	and/or	gas	from	the	contract	area.The	host	state	or	Government	generally	owns	the	equipment	and	installations.	In	these	deals,	the	farmor	attempts	to	recover	all	or	as	much	of	its	past	costs	as	the	market	will	bear,	along	with	the	costs	of	the	drilling	of	a	well	(to	casing	point,	to	dry
hole,	or	through	production	facilities),	reserving	for	the	farmor	as	a	back-in	a	percentage	of	the	working	interest	(25%	in	"third	for	a	quarter"	deals)	after	the	farmee	has	recovered	the	costs	of	the	promotion	(called	after	payout).	These	transactions	may	be	very	complex.	Joint	exploration	and	development	agreements[edit]	These	agreements	or
ventures	arise	from	situations	in	which	two	or	more	parties	pool	their	divided	or	undivided	interests	to	share	the	costs	and	risks	of	either	exploration	or	development	or	both.	Risk	mitigation	clauses	often	require	input	from	material	management,	systems	engineering,	environmental	law,	and	hazardous	operations	experts.	Unsourced	material	may	be
challenged	and	removed.Find	sources:	"Oil	and	gas	agreement"	–	news	·	newspapers	·	books	·	scholar	·	JSTOR	(December	2010)	(Learn	how	and	when	to	remove	this	message)	The	oil	and	gas	industry	operates	in	countries	throughout	the	world	in	accordance	with	a	number	of	different	types	of	agreements.	Other	agreements[edit]	There	are	a	variety
of	other	special	agreements	used	in	oil	and	gas	exploration	and	development	activities.	After	the	Second	World	War	host	governments	relocated	economic	rents	with	the	aim	of	increasing	passive	profit	sharing.	Purchase	or	acquisition	agreements[edit]	Purchase	agreements	arise	when	two	or	more	parties	agree	to	share	in	the	future	purchase	of
either	exploratory	or	producing	oil	and	gas	interests.	Also,	the	typical	venture	involves	large	areas	of	mutual	interest	involving	potential	future	lease	acquisitions.	Considering	that	contracts	are	interdependent,	a	delay	in	one	agreement	could	have	a	domino	effect	on	others,	creating	delays	and	financial	losses.	Instead,	the	Company	receives	a	share	of
the	overall	production.	These	are	similar	to	Build	and	Operate	but	with	additional	risk	transferred	to	the	contractor	in	the	way	owning	the	asset.	Many	contract	management	platforms	use	encryption	and	role-based	permissions	to	store	all	private	data	in	the	repository	safely.	This	means	that	the	oil	and	gas	sector	is	facing	issues	with	trying	to	remain
fully	compliant	and	sign	agreements	quickly.	All	types	of	contracts	are	complex	and	need	utmost	deliberation	and	consultation	to	arrive	at	a	mutually	beneficial	contract	that	serves	the	needs	of	both	parties.	Unless	stated	otherwise	in	the	legislation	or	the	production	sharing	agreement.	Each	specific	type	of	contract	regulates	the	risks	and	expenses
for	the	contractor.	Since	there	is	a	lot	of	information	shared	back	and	forth	during	any	oil	and	gas	project,	such	as	on-site	issues,	technical	problems,	etc.	The	American	Petroleum	Institute,	who	first	created	a	model	form	Offshore	Operating	Agreement	in	December	1984,	is	presently	attempting	to	standardize	the	offshore	JOA.	Oil	and	gas	contracts
are	often	complicated	because	of	the	laws	and	regulations	surrounding	the	industry.	Offshore	JOAs	in	present	use	vary	from	party	to	party,	but	are	similar	in	format	to	the	onshore	JOA.	A	“joint	venture	is	marriage	between	two	parties,	there	is	a	deep	need	for	both	parties	to	understand	each	other	at	a	deeper	level	before	any	meaningful	contract	can
be	drafted.	The	IOC	faces	the	full	losses	and	thus	needs	bigger	success	to	compensate	depending	on	NOC's	share	on	the	joint	venture.	These	agreements	generally	fall	into	one	of	four	categories	(or	a	combination	of	the	categories):	risk	agreements,	concessions,	production	sharing	agreements	(PSAs,	also	known	as	production	sharing	contracts,	PSCs)
and	service	contracts.	That	way,	you	can	see	if	your	contract	isn’t	missing	any	key	clauses	or	includes	any	legally	invalid	terms.	Contracts	ensure	that	the	cycle	is	regulated	and	controlled	while	ensuring	cooperation	between	the	parties.	The	formulas	for	participation	after	a	sale	may	also	be	complex.	The	form,	which	is	revised	periodically,	spells	out
the	specific	accounting	methods	that	the	operator	must	use	to	account	for	expenses	and	revenues.	With	features	such	as	smart	templates	and	eSignatures,	you	can	create	and	close	deals	more	efficiently	than	ever	with	less	work	on	your	end.	This	software	boosts	visibility	and	oversight	into	your	contract	repository	by	allowing	you	to	view	the	history	of
changes,	versions,	updates,	comments,	and	approvals	that	took	place	during	a	contract	cycle.	Lack	of	communication	and	collaboration	Contract	managers	need	to	communicate	effectively	with	the	contractors	and	the	business’s	expert	technicians.	This	article	related	to	natural	gas,	petroleum	or	the	petroleum	industry	is	a	stub.	Federal	and	state
antitrust	laws	and	other	laws	pertaining	to	penalties	for	collusion	further	cmplicate	the	processes.	After	successful	production	and	deduction	of	appropriate	taxes	and	cost	of	recovery(cost	of	Oil	production)	the	remaining	portion	called	the	profit	Oil	is	shared	between	parties	in	the	agreed	proportion.Image	Credit:	Hassan	Haraz	(Slide	share
google)Joint	ventures	(JVs):	A	JV	simply	implies	that	two	or	more	parties	wish	to	pursue	a	joint	undertaking	in	some	still	to	be	clarified	form.	You	can	help	Wikipedia	by	expanding	it.vte	Retrieved	from	"	These	contracts	determine	the	rights	and	duties	of	both	sides.	A	contract	management	platform	helps	to	ensure	that	you	don’t	fall	behind	on	any
agreement	deadlines	through	smart	notifications	and	reminders.	I	have	detailed	out	this	with	respect	to	the	FPSO	industry.All	types	of	Contract	in	the	industry	fall	under	any	one	of	the	following	categoriesBuild	(B):	This	type	of	contract	is	also	called	Lumsum	Turnkey	or	generally	EPCI	(Engineering,	procurement,	Construction,	and	Installation)	type
of	contract.	If	one	deadline	is	missed,	all	of	your	contracts	could	be	delayed	by	a	couple	of	days	as	well.	Contract	managers	often	have	to	juggle	many	agreements	for	a	single	project,	leading	to	missed	deadlines	and	errors.	Tracking	deadlines	Deadlines	need	to	be	closely	monitored	in	this	industry	due	to	the	interconnectedness	of	each	agreement.	For
example,	if	a	farmor	owned	100%	of	the	farm-out	area	and	had	land,	geological	and	seismic	studies,	and	estimated	dry	hole	farm-out	well	costs	of	$300,000,	the	farmee,	using	a	ratio	of	3	to	4,	would	pay	100%	of	those	costs	for	a	75%	interest.	See	also[edit]	External	links[edit]	find	literature	aboutOil	and	gas	contracts	Original	content	in	Datapages
PDF	file	in	Datapages	This	article	possibly	contains	original	research.	2.	Further	more	traditional	concession	agreements	granted	petroleum	"in	situ"	to	the	IOC,	with	market	and	pricing	powers.	Towards	the	1960s	and	1970s	governments	started	to	demand	more	active	profit	sharing	through	NOC	Joint	Ventures	Participation.	Collaborate	in	real-time
Contract	lifecycle	management	software	allows	for	collaboration	between	contract	managers	and	technical	experts.	Production	sharing	agreements/Contract	(PSA/PSC)In	Production	sharing	agreements/Contracts	the	Company	acquiring	the	asset	do	not	confer	rights	of	ownership	of	petroleum	production	or	Asset.	Advantages	of	contract	management
system	in	the	oil	and	gas	industry	Due	to	continual	booms	and	busts,	the	oil	and	gas	sector	is	often	volatile	and	unpredictable.	These	types	of	contracts	are	necessitated	by	the	diversity	of	ownership	of	oil	and	gas	interests	and/or	the	need	to	share	economic	risks.	Additionally,	this	tool	makes	negotiation	extremely	efficient	as	each	party	involved	can
comment,	redline,	and	approve	agreements	from	a	single	destination.	Real-time	communication	and	collaboration	between	these	parties	could	decrease	the	amount	of	confusion	and	misunderstandings	before	sending	approvals	to	the	contractor.	4.	The	JOA	generally	provides	for	one	of	the	parties	to	act	as	the	operator	for	the	parties	on	the	joint	area
covered	by	the	JOA.	To	do	so,	many	governments	enter	into	contracts	with	foreign	companies	to	develop	and	sell	their	oil	or	gas.	The	group	may	have	been	formed	as	a	result	of	joint	exploration	and/or	development	activities,	or	it	may	simply	be	a	case	of	where	a	financial	party	desires	to	bid	with	a	more	knowledgeable	industry	partner	or	venturer.
Non-compliance	The	EPA	and	EHS	are	cracking	down	on	compliance	standards	and	other	regulations.	In	this	field,	effective	contract	management	allows	you	to	maximize	profitability	while	mitigating	risk	and	noncompliance	issues.	Sometimes	a	cash	consideration	must	be	paid	for	the	option.	The	most	common	types	of	contracts	used	are	farm-outs-
farm-ins,	or	well	trade	agreements,	and	joint	operating	agreements.	When	your	contracts	are	stored	on	a	cloud-based	repository,	you	can	ensure	they	are	kept	out	of	the	wrong	hands.	A	arty	paying	1/3	of	the	costs	on	the	same	promoted	basis	would	pay	$100,000	for	a	25%	working	interest.	Well	support	agreements[edit]	The	three	types	of	well
support	agreements	are	dry	hole	contribution,	bottom	hole	contribution,	and	acreage	contribution.	and	Commission),	EPCM	(	Enginnering,	procurement	and	Construction	Management),	just	EPC,	and	various	types	of	permutation	combinations	depending	on	the	client's	requirements	and	market	condition.Build	and	Operate(BO):	These	types	of
contracts	are	where	the	Contractor	Builds	the	Asset	(	EPCI)	and	Operates	on	behalf	of	the	Client.	Typically,	geological,	seismic,	and/or	petroleum	engineering	studies,	surveys,	or	evaluations	are	requisites	to	the	agreements.	Please	improve	it	by	verifying	the	claims	made	and	adding	inline	citations.	This	was	clear	against	host	governments	interest.
These	farm-out	agreements	are	usually	accomplished	in	a	nonrecordable	form	of	letter	agreement	that	typically	contains	provisions	relating	to	the	following:	Names	of	the	parties	and	the	effective	date	of	the	agreement	Description	of	the	leases	and	lands	to	be	farmed-out	The	location,	well	objective	depth,	commencement	date,	and	geological
requirements	of	the	farm-out	wells	Substitute	or	lost	hole	well	provisions	in	the	event	the	initial	farm-out	wells	are	lost	because	of	drilling	problems	Earning	requirements	of	the	various	possibilities,	such	as	a	dry	hole,	a	producer,	a	producer	at	any	depth,	more	than	one	well,	continuous	drilling,	and	so	on	Rights	retained	by	the	farmor,	including
working	interest,	overriding	royalty,	net	profits,	or	combinations	of	these	interests	Tender	of	wells	or	leases	before	abandonment	and/or	surrender	Negotiation	and	setting	out	of	the	terms	of	the	joint	operating	agreement	if	the	farmor	retains	a	right	to	a	working	interest	Obligations	for	rental	and/or	royalty	payments	in	the	event	of	production
Liabilities	of	the	parties	and	insurance	provisions	Obligations	to	tender	interests	to	the	farmor	if	the	farmee	obtains	extensions	or	renewals	of	farm-out	leases	General	clauses	related	to	notices	and	information	furnished	to	the	parties,	audits,	marketing	of	production,	access	to	the	wells,	and	gas	processing	The	marketing	of	farm-outs	and	their
negotiation	and	preparation	require	many	skills.	Changes	to	schedules,	scope,	and	order	variation	add	additional	costs	as	the	project	progresses.	The	royalties	were	flat	or	fixed	for	per	unity	rates	and	sometimes	credited	against	income	taxes.	Sometimes	the	farmee	may	be	required	to	do	more	than	drill	a	well,	including	performing	geological	and
seismic	studies	or	paying	a	cash	consideration	for	past	costs	incurred	by	the	farmor.	Oil	and	gas	contract	management	software	Contract	management	software	is	a	helpful	tool	that	automates	the	entire	agreement	process	from	creation	to	signature.	The	principal	differences	between	the	onshore	and	offshore	agreements	are	in	the	areas	related	to
penalties	(which	are	higher	offshore	than	onshore	because	of	the	cost	and	risk)	for	nonconsent	operations	and	to	the	number	of	decision	points	for	consent	or	nonconsent	on	future	high	cost	operations.	5.	communicating	over	email	takes	a	lot	of	time	and	increases	the	chances	of	an	important	detail	being	overlooked.	A	bottom	hole	contribution	is
similar	to	a	dry	hole	contribution	except	that	the	agreed	upon	money	contribution	is	paid	whether	the	well	is	completed	as	a	producer	or	abandoned	as	a	dry	hole.	Due	to	the	complexity	of	the	sector’s	agreements,	input	from	these	experts	should	be	given	during	the	pre-execution	phase.	A	dry	hole	contribution	is	used	by	drilling	parties	to	obtain
money	contributions	from	parties	whose	working	interest	leases	located	near	the	well	to	be	supported	will	benefit	from	the	drilling	results.	These	agreements	may	be	extremely	complex	as	to	methodology	in	determining	what	to	bid,	with	whom,	and	at	what	time,	as	well	as	in	the	preparation	process	for	a	competitive	lease	sale.	On	top	of	that,
agreements	are	often	interdependent,	so	one	bottleneck	could	cause	delays	in	all	of	your	project	agreements.	WHAT	IS	A	CONTRACT:A	contract	is	an	agreement	between	two	entities	or	individuals,	which	serves	as	legal	protection	for	parties	involved	in	a	potential	business	deal.	The	IOC	had	full	discretion	and	control	to	explore	and	whether	or	not	to
develop	a	particular	field.	Automation	Contracts	in	this	industry	are	difficult	to	manage	due	to	their	complexity	and	interdependence.	The	contracts	did	not	foreseen	any	relinquishment	of	non	explored	areas.	Most	JOAs	are	predicated	on	the	basis	that	the	operator	will	not	profit	from	its	management	of	the	joint	interests.	(December	2010)	(Learn	how
and	when	to	remove	this	message)	This	article	does	not	cite	any	sources.	The	role	of	contracts	in	the	oil	and	gas	sector	The	whole	oil	and	gas	process	from	extraction	to	production	requires	joint	efforts	between	companies,	government,	and	property	holders.	Participation	agreements:	the	NOC	is	"Carried"	by	an	International	Oil	Company	(IOC).	In	the
Oil	and	Gas	industry	as	a	whole,	there	is	EPCIC(E..,	P...,	C...,	I....	Negotiating	the	right	contract	is	vital	to	a	government’s	efforts	to	reap	the	benefits	of	its	natural	resources.Governments	across	the	world	predominantly	have	used	either	of	the	three	options	to	develop	their	natural	resourcesCreate	state	companies	for	exploration,	development,	and
production	like	National	Oil	Companies	(	ADNOC,	ONGC,	etc)Invite	private	investors	to	develop	natural	resources	such	as	International	Oil	and	Gas	companies	(	like	in	the	USA	and	Canada)Use	a	combination	of	these	two	systems	(	Joint	venture,	Production	sharing,	etc)While	focusing	on	the	third	option	above,	there	are	predominantly	three	types	of
major	contracts	that	are	usedConcession	agreementsUnder	concession	(or	license)	agreements,	the	selected	petroleum	company	or	consortium	carries	out	exploration	activities.	The	Asset	in	these	types	of	contracts	are	owned	by	Clients	and	the	Risk	for	the	Contractor	is	minimum	(construction	and	maintenance	only).Build,	Operate	and	Own	(	BOO):
These	types	of	contracts	are	typically	called	lease-type	of	contracts.	Dry	hole	contributions	are	paid	(usually	an	agreed	upon	amount	based	on	footage	drilled)	only	in	the	event	that	the	drilling	results	in	a	dry	hole	drilled	to	the	depth	specified.	However,	it’s	often	difficult	to	manage	all	these	roles	and	interactions	without	strong	contract	management.
In	these	types	of	contracts,	one	part	shall	be	the	EPCI	contract	and	the	other	Operate	and	maintenance	(O&M).	Advanced	security	There’s	a	lot	of	confidential	information	on	oil	and	gas	contracts.	Some	of	the	participants	may	pay	a	disproportionate	share	of	the	costs	of	the	venture	for	a	chance	to	participate.	It	allows	companies	to	reduce	risk,	save
time	and	money,	and	boost	growth.	However,	relying	on	traditional	collaboration	and	communication	methods	such	as	emails	and	phone	calls	makes	it	difficult.	Please	help	improve	this	article	by	adding	citations	to	reliable	sources.	Here	the	asset	and	operations	risk	for	the	contractor	is	highest.There	are	other	Hybrid	options	like	BOT(	Build,	Operate,
and	Transfer)	and	BOOT(	Build,	Operate,	Own,	and	Transfer)	based	on	the	Client	requirements	and	risk	appetite.OTHER	TYPES	OF	CONTRACTS:	Then	there	are	other	typical	types	of	contracts	like	Cost-plus	contracts	and	Time	and	material	contracts	also	called	Reiumbursable	contracts,	(usually	used	when	the	scope	of	supply	is	not	usually
clear).Conclusion:	In	conclusion,	there	is	no	RIGHT	or	WRONG	model	when	it	comes	to	contracts,	it	depends	on	clients´	strategy	in	many	aspects	(finance,	asset	ownership,	O&M,	etc).	Here	are	some	of	the	most	common	challenges	with	oil	and	gas	contract	management:	1.	Also,	because	of	intense	federal	and	state	regulation,	other	factors	complicate
the	offshore	agreements,	such	as	environmental	control,	compliance	with	federally	mandated	nondiscriminatory	practices,	and	the	different	provisions	needed	to	handle	potential	catastrophes	affecting	insurance	and	liability	protection.	It	involves	allowing	the	farmor	to	receive	more	than	what	costs	would	have	been	if	100%	of	risks	associated	with
the	farmor's	eventual	interest	after	farm-out	had	been	paid	for	by	the	farmor.	Except	in	an	emergency,	it	must	obtain	authorization	from	the	other	parties	(the	nonoperators)	to	spend	money	for	the	joint	account.	The	oil	and	gas	industry	has	utilized	a	number	of	different	contractual	arrangements	or	contracts	to	exploit	the	natural	resources	(Oil	and
gas),	all	the	while	sharing	the	risk	and	resources.Though	contracts	can	vary	widely	in	their	details,	all	contracts	must	establish	to	address	two	key	issues:	how	profits	(often	called	“rents”)	are	divided	between	parties	and	how	costs	are	to	be	treated.	Bidding	agreements[edit]	Bidding	agreements	commonly	involve	frontier	or	offshore	areas	where
unleased	public	sector	oil	and	gas	interests	will	possibly	become	desirable	to	a	group	of	companies	who	may	wish	to	share	the	high	bid	costs	and	bid	as	a	group.	When	managing	contracts	in	this	field,	it’s	critical	to	know	the	different	types	of	agreements	and	how	they	work	together	to	ensure	that	you	don’t	make	any	mistakes	that	could	lead	to
compliance	issues.	There	are	different	types	of	contracts	in	Oil	and	gas	and	business	in	general.
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