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Chapter 4

Effective Regulatory Framework for FDPs

This chapter outlines the key elements for a robust regulatory framework for FDPs
and considers the policy and legal frameworks among the key regulatory tools
used by the government to guide management and development of the sector. It
is one the key factors that will influence the company’s choice of how to develop
the field (Figure 1.3).

Caveat: Please note that each country’s regulatory framework must be reflective of its
own national context, objectives, laws, institutional framework and capacities. The
formulation of national policy and legal framework must be done in a comprehensive
manner which requires specialists to diagnose elements of the existing framework
(legal, fiscal, operational, environmental etc.) and make recommendations that are
context appropriate. This chapter must not be seen as a substitute for this type of
work and is primarily intended to identify some critical areas related to the FDP.

4.1 Policy framework checklist

Well-developed petroleum policies provide investors and the public with a clear
statement of the governments long-term vision and guides how activities in
the sector should be conducted. The strategic direction for the sector is usually
addressed in documents such as the National Oil and Gas Policy, Gas Master Plan,
Local Content Policy. These policies will outline the context, legal and institutional
arrangements, key issues and the government’s objectives.

To provide an effective overarching governance structure, policy positions must
be realistic, coherent with other policies and laws and create clear linkages on how
the sector is expected to contribute to the achievement of national development
objectives.

These will clearly have an impact on new oil and gas projects — hence the FDP.

The government, as the resource owner, must ensure there is effective
communication on key policy matters to the operator early in the Appraise
phase. This is crucial to establish framing conditions for the company’s appraisal
and development strategies — for the field and broader discovery area.

In instances where there are no explicit national strategies and policies to inform
FDP activities, it is even more important that the government provides guidance
to companies on its expectations from the sector in a timely manner. Without
such framing conditions, the company’s preferred development solution may not
optimally address certain issues.

The discussion with the operator on the policy framework as it relates to the FDP
should cover the areas shown in Table 4.1.
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4.2 Legal framework checklist

The legal framework consists of the laws, regulations and contracts that govern
operations and interactions in the petroleum sector. Sector-specific instruments
are the Petroleum Act, Petroleum Regulations and Petroleum Agreements (e.g.
concessions, production-sharing contracts). There are several cross-cutting
aspects which will be addressed in other sectors. For example, laws and regulations
that relate to state enterprises, environment, taxation, local content, labour, health
and safety.

A robust legal setting gives weight to government strategies and policies. It
would also ensure that the industry is developed in accordance with best
international practice. Please note that for effective petroleum sector governance
the legal framework covers the broad spectrum of administration, operational,
environment, health, social and fiscal matters across the entirety of the petroleum
life cycle i.e exploration, development, production and decommissioning. The
FDP is an extremely narrow aspect of sector governance.

This section provides guidance only on procedural matters related to the
regulatory approval of the FDP. Broader legal framework issues are outside the
scope of this handbook.

Checklist for legal framework

The checklist below is intended to be used as a guide for testing the robustness of
the existing requirements related to the FDP. Depending on the circumstances and
the needs, the checklist can serve different purposes including supporting legal
reform and improving governance. A supporting excel template is included in the
toolkit to aid in assessing the robustness of the existing FDP legal requirements.
(please see Appendix C)

The legal framework should address the following:
(1) Discovery to Development Process

The FDP process should be viewed as starting from Discovery (refer to
Chapter 3 and Section 1.2), as choices made during the Appraisal phase have
significant implications for subsequent project development decisions. This
is especially true with regard to the unique role that data gathering plays in
reducing uncertainty and which needs to be balanced with costs and initial
views on commerciality.

The awarding of petroleum rights covers 1) an Exploration Period with
relinquishment requirements and 2) the Production Period. The approval
of an FDP is usually the basis for entering into the Production Period. The
Discovery and Development process must therefore be consistent with the
manner in which petroleum rights are awarded and acreage is relinquished.
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Notification of Discovery

o

Is there a stipulated time period for informing the regulator of the
discovery?

This is typically immediate notification, followed by details provided within
a specified number of days, including preliminary assessment on whether the
discovery extends beyond the contract area.

Is there a requirement to furnish the regulator with copies of data, analysis
and a technical assessment of the discovery? Is the timeframe for such
reporting to the regulator clearly specified?

Is there an obligation for the operator to furnish additional information
related to the discovery as requested by the government?

Is there a specified timeframe for the operator to notify the regulator
whether the discovery is of potential commercial interest and hence
requires appraisal?

If the operator notifies the regulator that it will not appraise the discovery,
is there a clear linkage with relinquishment requirements?

Appraisal

o

Is there a specified time period during which appraisal activities need to
be completed? i.e. Is the duration of the Appraisal period clear?

Is the process for extensions to the Appraisal period clear and transparent?
Are the criteria, duration and conditions for extensions clearly established?

Is there an obligation that an operator shall not commence appraisal
activities without an approved Appraisal programme?

Is there a requirement for the operator to submit a proposed Appraisal
programme to the regulator for approval within a specified timeframe?
Is it clear what the consequences are if the operator fails to submit in
accordance with stipulated timeframe?

Are the contents of an Appraisal programme clearly specified?

Is there an obligation that operator shall not vary an approved Appraisal
programme without prior written approval from the regulator?

Is there a requirement to furnish the regulator with copies of samples, data
and analysis?

Is there a requirement to provide the regulator with an Appraisal report,
setting forth all relevant technical and economic information in evaluating
whether the discovery can be technically and commercially viable?
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o

Is there a specified timeframe for notifying the regulator whether the
discovery is a commercial discovery? To be referred to as Declaration of
Commercial Discovery.

If the operator notifies the regulator that the discovery is not a commercial
discovery, is there a clear linkage with relinquishment requirements?

Is there an obligation for the operator to furnish additional information
as requested?

Field Development Plan (FDP)

[m]

Is there an obligation that petroleum operations must be performed in
accordance with an approved FDP?

Is there a specified timeframe after Declaration of Commercial Discovery
that an FDP must be submitted to the regulator? Is it clear what the FDP
submission timeframes and treatment is for natural gas? Is it clear what
the consequences are if timelines are not adhered to?

Due to the additional complexities associated with monetising natural gas,
there are usually different timeframes, specific regulatory requirements and
controls to promote effective development of such discoveries (not within the
scope of this toolkit).

Is there a mechanism for ongoing engagement between the government
and operator during the development of the FDP? Does it enable the
government to be fully informed during the development of the proposed
FDP?

o Are there regular meetings at the petroleum agreement level to allow
timely review of critical milestones e.g. joint management meetings

Are the contents of an FDP clearly specified?

The government should provide detailed guidance to the operator on
the contents of the proposed FDP. Many countries supplement the legal
requirements with technical guidelines. See Appendix A: FDP Submission
Guidelines

Is an Environmental and Social Impact Assessment required as part of the
FDP submission?

Does the approval process provide for the use of independent specialists to
support the government’s review of the proposed FDP? Is it clear how this
will be funded? Is it clear how independent advisers are treated for cost
recovery and tax purposes?

Is there a clear transparent process for the approval of the FDP?

o Are there conditions and criteria that must be met for approval?
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o Is there a specified timeframe for the government to inform the
operator on its decision? Does this timeframe enable the government
to conduct an independent review of the FDP?

o Are there appropriate checks and balances on the decisions? For
example, recommendations made by the regulator, approval by
minister? Or cabinet or Parliament review?

Is there a process established to resolve disputes on the FDP if they arise?

(2) Ongoing FDP Monitoring and Compliance

o

Are all future activities required to be consistent with the approved
FDP? e.g. Are annual work programmes and budgets required to be in
accordance with the FDP?

Does any material deviation, or alteration to, an approved FDP require the
regulator’s prior written approval?

Is the operator required to provide notification in writing of any material
change, or anticipated material change, in an approved FDP?

Is the form and content of a request to vary or amend the FDP clearly
specified?

Is there a clear transparent process for the approval of FDP?
o Are there conditions and criteria that must be met for approval?

o Is there a specified timeframe for the government to inform the
operator on its decision? Does this timeframe enable the government
to conduct an independent review of the FDP?

o Are there appropriate checks and balances on the decisions? For
example, recommendations made by regulator, approval by minister.
Or cabinet or Parliament review?

Does the approval process provide for the use of independent specialists
to support the government’s review of the proposed variation? Is it clear
how this will be funded? Is it clear how independent advisers are treated
for cost recovery and tax purposes?

Please refer to the following tools related to the legal framework for FDPs:

Appendix C for a legal checklist to aid in assessing the robustness of the
existing FDP legal requirements.

Appendix D contains illustrative model provisions that consider the above
matters.





