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Postgraduate Certificate in Petroleum Economics and Management (United Kingdom)

Energy Policy and Regulation

Access Regulation (Related: grid code, capacity allocation) – Rules governing how third‑party users obtain
rights to use oil‑field infrastructure. Example: UK’s third‑party access to pipelines ensures competition.
Practical application: firms submit capacity requests to the regulator. Challenge: balancing incumbent
operators’ investment incentives with market openness.

Air‑Pollution Permit (Related: environmental compliance, emission trading) – A licence authorising a
specified amount of pollutant emissions from a refinery or processing plant. Example: NOx permits issued
by the UK Environment Agency. Practical application: permits are traded, allowing flexible compliance.
Challenge: permit scarcity can raise operating costs for marginal producers.

Allocation Mechanism (Related: quota distribution, auction design) – The method by which rights such as
licences or emission allowances are assigned to market participants. Example: a sealed‑bid auction for
offshore drilling blocks. Practical application: determines market entry timing. Challenge: designing
mechanisms that prevent collusion and promote efficiency.

Anti‑Dumping Duty (Related: trade remedy, market distortion) – A tariff imposed to offset the effect of
foreign producers selling below cost. Example: duties on imported liquefied petroleum gas (LPG) if domestic
prices are undercut. Practical application: protects domestic producers from unfair competition. Challenge:
proving injury and calculating appropriate duty levels.

Arbitrage Opportunity (Related: price differentials, market integration) – The potential to profit from price
discrepancies between markets or time periods. Example: buying natural gas in the UK spot market and
selling in the European futures market. Practical application: traders exploit inefficiencies. Challenge:
transaction costs and regulatory restrictions may erode profits.

Asset‑Based Regulation (Related: rate of return, cost of service) – A framework where returns are set based
on the value of regulated assets. Example: UK’s oil‑field service firms regulated on a fair return basis.
Practical application: provides revenue certainty. Challenge: may reduce incentives for cost efficiency.

Audit Trail (Related: compliance monitoring, data integrity) – A chronological record of all regulatory
submissions and decisions. Example: electronic logs of licence applications. Practical application: enables
regulators to verify compliance. Challenge: ensuring data security and accessibility.

Balancing Authority (Related: grid reliability, dispatch control) – An entity responsible for maintaining the
equilibrium between supply and demand on the electricity system, often linked to gas‑fired generation.
Example: National Grid Electricity System Operator. Practical application: directs gas‑fired plants to adjust
output. Challenge: integrating intermittent renewables while maintaining gas system flexibility.
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Base‑Load Contract (Related: long‑term supply, firm capacity) – A contract guaranteeing a minimum volume
of oil or gas over a defined period. Example: a 10‑year contract for crude supply to a refinery. Practical
application: provides revenue stability for producers. Challenge: demand volatility may render contracts
uneconomic.

Benchmark Price (Related: reference price, market index) – A widely accepted price used as a standard for
contracts and pricing. Example: Brent Crude as a benchmark for North Sea oil. Practical application:
simplifies pricing negotiations. Challenge: benchmarks can be subject to manipulation or market shocks.

Bid‑Side Regulation (Related: procurement rules, competition law) – Rules that govern how buyers (e.g.,
national oil companies) conduct procurement to ensure fairness. Example: UK public sector procurement
guidelines for drilling services. Practical application: promotes transparent tendering. Challenge: overly
prescriptive rules may limit innovative contracting.

Carbon Capture and Storage (CCS) Incentive (Related: tax credit, subsidy scheme) – Financial support
mechanisms encouraging the deployment of CCS technologies. Example: UK’s Carbon Capture and Storage
Infrastructure Fund. Practical application: reduces upfront capital costs. Challenge: long‑term liability and
verification of stored CO₂.

Carbon Pricing (Related: emissions trading, carbon tax) – The process of assigning a monetary value to
carbon dioxide emissions. Example: UK Emissions Trading Scheme (UK ETS). Practical application: internalises
environmental costs into operating decisions. Challenge: price volatility can affect investment planning.

Capacity Market (Related: resource adequacy, auction mechanism) – A market that secures sufficient
generation capacity, often including gas‑fired plants, to meet peak demand. Example: UK Capacity Market
auction. Practical application: ensures reliability of electricity supply. Challenge: aligning capacity payments
with actual system needs.

Certificate of Completion (Related: project closeout, regulatory filing) – A document confirming that a
development complies with all regulatory conditions. Example: final offshore drilling certificate issued by the
Oil & Gas Authority (OGA). Practical application: triggers release of final payments. Challenge: extensive
documentation can delay project handover.

Certification Scheme (Related: quality assurance, industry standards) – A program that verifies compliance
with specific technical or environmental criteria. Example: ISO 14001 certification for environmental
management in refineries. Practical application: enhances market credibility. Challenge: audit costs and
continuous improvement requirements.

Charter of Energy Security (Related: national strategy, supply resilience) – A policy framework outlining
measures to safeguard energy supply continuity. Example: UK’s Energy Security Strategy. Practical
application: guides investment in strategic reserves. Challenge: balancing security with market liberalisation.
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Clearance Level (Related: regulatory threshold, environmental impact) – The defined limit at which a project
must undergo a full environmental assessment. Example: a threshold of 10,000 barrels per day for offshore
development. Practical application: streamlines approval for small projects. Challenge: setting appropriate
thresholds to protect ecosystems.

Co‑Production Agreement (Related: joint venture, shared infrastructure) – A contract where multiple parties
share the output of a single facility, such as gas and condensate. Example: a co‑production deal between a
national oil company and an international partner. Practical application: reduces capital outlay. Challenge:
aligning revenue sharing with differing cost structures.

Compliance Audit (Related: regulatory review, performance verification) – A systematic examination of a
firm’s adherence to legal and regulatory obligations. Example: OGA’s audit of offshore safety protocols.
Practical application: identifies gaps and corrective actions. Challenge: audit frequency may strain resources.

Congestion Management (Related: pipeline bottlenecks, capacity allocation) – Strategies to mitigate flow
restrictions in transport networks. Example: rerouting gas through alternate pipelines during peak demand.
Practical application: maintains supply reliability. Challenge: limited infrastructure flexibility and investment
lead‑times.

Contractual Obligation (Related: binding agreement, performance clause) – A duty imposed by a legally
enforceable contract. Example: a take‑or‑pay clause in a gas supply contract. Practical application: secures
revenue for producers. Challenge: inflexibility during market downturns.

Cost‑Recovery Mechanism (Related: expenditure reimbursement, regulatory formula) – A system allowing
producers to recover eligible costs before earning profit. Example: UK’s cost‑plus model for offshore
exploration. Practical application: encourages investment in high‑risk projects. Challenge: potential for cost
inflation and reduced efficiency.

Counter‑Party Risk (Related: credit exposure, default probability) – The risk that the other participant in a
transaction will fail to meet obligations. Example: risk that a downstream buyer cannot pay for delivered
gas. Practical application: mitigated through letters of credit or guarantees. Challenge: assessing
creditworthiness in volatile markets.

Cross‑Border Trade Agreement (Related: bilateral treaty, market access) – An arrangement facilitating the
exchange of energy commodities between nations. Example: UK‑Norway gas trade framework. Practical
application: expands market opportunities. Challenge: harmonising regulatory regimes and tariffs.

Daily Production Report (Related: operational monitoring, regulatory filing) – A submission detailing
volumes extracted or processed each day. Example: OGA’s daily oil production data. Practical application:
supports real‑time market transparency. Challenge: data accuracy and timely reporting.

Decarbonisation Roadmap (Related: net‑zero strategy, emission reduction) – A strategic plan outlining steps
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to reduce carbon intensity of the petroleum sector. Example: UK’s Net Zero by 2050 plan for offshore oil
and gas. Practical application: guides investment in low‑carbon technologies. Challenge: aligning short‑term
profitability with long‑term climate goals.

Decommissioning Obligation (Related: site restoration, financial security) – A legal requirement to safely
dismantle and remediate infrastructure at end‑of‑life. Example: OGA’s decommissioning bond for offshore
platforms. Practical application: ensures funds are available for removal. Challenge: estimating future costs
accurately.

Delivery Point (Related: nomination, logistics hub) – The location where a commodity is transferred from
seller to buyer. Example: the Bacton gas terminal as a delivery point for North Sea gas. Practical application:
defines responsibilities for transport. Challenge: infrastructure constraints may limit delivery options.

Demand‑Side Management (Related: load shifting, energy efficiency) – Programs that influence consumer
usage patterns to align with supply conditions. Example: incentivising industrial users to reduce gas
consumption during peak periods. Practical application: eases strain on supply networks. Challenge:
achieving sufficient participation and measuring impact.

Deposit Licence (Related: exploration rights, financial guarantee) – A licence granted upon payment of a
security deposit, permitting exploratory drilling. Example: UK OGA’s deposit licence for a new offshore
block. Practical application: filters serious applicants. Challenge: high deposits may deter smaller firms.

Derivatives Market (Related: futures, options) – A platform for trading contracts whose value is derived from
underlying energy assets. Example: ICE Futures Europe for Brent Crude. Practical application: hedges price
risk. Challenge: liquidity constraints for niche contracts.

Dispute Resolution Clause (Related: arbitration, mediation) – A contractual provision specifying how
disagreements will be settled. Example: an arbitration clause referencing the London Court of International
Arbitration. Practical application: provides a clear pathway to resolve conflicts. Challenge: costs and
enforceability across jurisdictions.

Domestic Content Requirement (Related: local procurement, value‑add policy) – A rule mandating a
minimum percentage of goods or services sourced locally. Example: UK’s requirement for a share of pipeline
construction to be performed by UK firms. Practical application: supports local industry. Challenge: may
increase project costs if local capacity is limited.

Downstream Regulation (Related: refining, distribution) – Policies governing activities after primary
extraction, such as refining, marketing, and retail. Example: UK’s fuel duty and quality standards. Practical
application: ensures consumer safety and market fairness. Challenge: balancing environmental targets with
market competitiveness.

Drainage Permit (Related: water use, environmental impact) – Authorization to discharge produced water or
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other effluents into the environment. Example: a permit for offshore produced water discharge. Practical
application: controls pollutant loads. Challenge: strict limits may require costly treatment technologies.

Economic Viability Assessment (Related: feasibility study, cash‑flow analysis) – An evaluation of whether a
project can generate sufficient returns given costs and market conditions. Example: assessing the
profitability of a marginal offshore field. Practical application: informs investment decisions. Challenge:
uncertainty in price forecasts and regulatory changes.

Electricity‑Gas Coupling (Related: sector integration, flexibility services) – The interaction between electricity
and gas systems, often using gas‑fired generators to balance renewables. Example: gas plants providing
ancillary services to the grid. Practical application: enhances system reliability. Challenge: competing
incentives between electricity and gas markets.

Emission Allowance (Related: cap‑and‑trade, carbon market) – A tradable permit representing the right to
emit a tonne of CO₂. Example: UK ETS allowance allocated to a refinery. Practical application: creates a
market price for carbon. Challenge: overall cap must be calibrated to achieve environmental goals.

Enforcement Notice (Related: compliance action, penalty) – A formal directive issued by a regulator
requiring corrective action. Example: OGA’s notice to rectify a safety breach on a platform. Practical
application: compels immediate remedial work. Challenge: ensuring timely compliance and proportional
penalties.

Energy Efficiency Obligation (Related: performance target, demand reduction) – A requirement for
companies to achieve specified energy savings. Example: UK’s Energy Efficiency Obligations for large
industrial users. Practical application: drives investment in low‑energy technologies. Challenge: measuring
and verifying savings accurately.

Entitlement Ratio (Related: production sharing, profit split) – The proportion of hydrocarbon output
allocated to a government or partner under a contract. Example: a 30 % entitlement for the UK government
in a PSN (Production Sharing Agreement). Practical application: defines revenue distribution. Challenge:
negotiating fair ratios that attract investment.

Environmental Impact Assessment (EIA) (Related: baseline study, mitigation plan) – A systematic process to
evaluate potential environmental effects of a proposed project. Example: EIA for a new offshore drilling
platform. Practical application: identifies necessary mitigation measures. Challenge: lengthy review periods
can delay project timelines.

Equity Share (Related: ownership stake, joint venture) – The portion of a project owned by a particular party.
Example: a 25 % equity share held by a national oil company in a consortium. Practical application: aligns
risk with reward. Challenge: minority shareholders may have limited control.

Escrow Account (Related: financial security, performance bond) – A neutral account where funds are held
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until contractual obligations are fulfilled. Example: escrow for decommissioning liabilities. Practical
application: protects stakeholders against non‑performance. Challenge: managing release conditions and
interest accrual.

EU Emissions Trading System (EU ETS) (Related: regional carbon market, compliance) – The European
Union’s cap‑and‑trade scheme covering large industrial emitters. Example: UK participation prior to Brexit.
Practical application: establishes a carbon price benchmark. Challenge: regulatory divergence post‑Brexit
creates market segmentation.

Exploration Licence (Related: seismic acquisition, drilling permit) – A licence granting the holder the right to
explore for hydrocarbons in a defined area. Example: UK OGA’s licence for Block 3/4. Practical application:
provides exclusive exploration rights. Challenge: high risk with no guarantee of discovery.

Facility Access Charge (Related: infrastructure tariff, usage fee) – A fee levied on users for accessing a shared
facility such as a pipeline or terminal. Example: charge for using the Langeled gas pipeline. Practical
application: recovers operating and maintenance costs. Challenge: setting charges that reflect true costs
without discouraging utilisation.

Feedstock Tax Credit (Related: incentive, refinery input) – A tax reduction applied to the cost of feedstock
used in downstream processing. Example: UK tax credit for bio‑based feedstocks blended in gasoline.
Practical application: lowers production costs for greener fuels. Challenge: verifying eligibility and
preventing abuse.

Financial Guarantee (Related: bond, surety) – A commitment by a third party to fulfill financial obligations if
the principal party defaults. Example: a decommissioning bond posted by an operator. Practical application:
secures funds for future liabilities. Challenge: assessing appropriate bond size and monitoring
creditworthiness.

Fiscal Regime (Related: taxation, royalty structure) – The overall set of fiscal terms applied to hydrocarbon
projects, including taxes, royalties, and subsidies. Example: UK’s petroleum fiscal framework. Practical
application: determines after‑tax profitability. Challenge: balancing government revenue with investor
returns.

Force‑Majeure Clause (Related: unforeseeable event, contract suspension) – A provision that releases parties
from obligations when extraordinary circumstances prevent performance. Example: clause covering
pandemic‑related supply disruptions. Practical application: protects against liability for events beyond
control. Challenge: interpreting scope and proving occurrence.

Fuel‑Switching Incentive (Related: energy transition, emissions reduction) – A program encouraging users to
replace higher‑carbon fuels with lower‑carbon alternatives. Example: subsidies for switching from heavy fuel
oil to natural gas in industrial boilers. Practical application: reduces overall sector emissions. Challenge:
ensuring sufficient supply and infrastructure for the alternative fuel.
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Gas‑Lift System (Related: well stimulation, production enhancement) – A technique that injects gas into a
well to reduce fluid density and increase production rates. Example: gas‑lift on a marginal offshore well.
Practical application: improves recovery without major workovers. Challenge: managing gas supply and
equipment wear.

Gas‑Supply Obligation (Related: contractual commitment, take‑or‑pay) – A contractual requirement for a
seller to provide a minimum volume of gas. Example: a 5 % of capacity take‑or‑pay clause in a pipeline
contract. Practical application: guarantees revenue for the supplier. Challenge: inflexibility if demand falls
sharply.

Geopolitical Risk Assessment (Related: political stability, market exposure) – Evaluation of how political
events may affect energy investments. Example: assessing the impact of sanctions on Russian gas supplies.
Practical application: informs portfolio diversification. Challenge: rapidly changing political landscapes can
outpace analysis.

Greenfield Development (Related: new project, first‑time construction) – The creation of a new oil or gas
facility on a previously undeveloped site. Example: building a new offshore platform in a virgin basin.
Practical application: allows incorporation of latest technologies. Challenge: high capital intensity and
regulatory scrutiny.

Health, Safety and Environment (HSE) Audit (Related: risk management, compliance check) – An inspection
focused on occupational safety, environmental protection, and regulatory adherence. Example: OGA’s HSE
audit of offshore drilling operations. Practical application: identifies hazards and corrective actions.
Challenge: maintaining consistent standards across multiple sites.

Hydrocarbon Allocation (Related: resource distribution, production sharing) – The process of assigning
discovered hydrocarbons among stakeholders according to contractual terms. Example: allocating 60 % to
the operator and 40 % to the state under a PSN. Practical application: defines revenue streams. Challenge:
disputes may arise over measurement accuracy.

Import Quota (Related: trade restriction, volume limit) – A limit on the amount of a specific commodity that
can be imported. Example: quota on imported refined petroleum products to protect domestic refineries.
Practical application: supports local industry. Challenge: may lead to higher consumer prices.

Incentive‑Based Regulation (Related: performance payments, efficiency targets) – A regulatory approach
that rewards firms for meeting or exceeding defined performance criteria. Example: reward payments for
reducing flaring rates. Practical application: encourages cost‑effective environmental improvements.
Challenge: establishing measurable and verifiable targets.

Indemnity Clause (Related: liability protection, risk allocation) – A contractual provision that obliges one
party to compensate the other for certain losses. Example: indemnity for third‑party damages arising from
drilling activities. Practical application: allocates risk to the party best able to manage it. Challenge:
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negotiating fair limits of liability.

Infrastructure Investment Fund (Related: public‑private partnership, capital pool) – A financing vehicle that
channels funds into energy infrastructure projects. Example: UK’s Infrastructure Investment Fund supporting
pipeline upgrades. Practical application: mobilises private capital for public benefit. Challenge: aligning
investor return expectations with long‑term project horizons.

International Energy Agency (IEA) Guidelines (Related: best practice, policy benchmark) – Recommendations
issued by the IEA to promote energy security and sustainability. Example: IEA’s guidelines on gas market
transparency. Practical application: informs national regulatory reforms. Challenge: adapting global
guidelines to local market conditions.

Joint Development Agreement (JDA) (Related: collaborative project, shared risk) – A contract where two or
more parties jointly develop a resource, often across maritime boundaries. Example: a JDA between the UK
and Ireland for a trans‑boundary gas field. Practical application: reduces duplication of effort. Challenge:
harmonising regulatory approvals from multiple jurisdictions.

Liquidity Risk (Related: market depth, price impact) – The risk that an asset cannot be bought or sold quickly
without affecting its price. Example: thinly traded LNG contracts in the UK market. Practical application:
influences portfolio diversification. Challenge: limited market participants can exacerbate price swings.

Local Content Clause (Related: domestic procurement, capacity building) – A contractual term requiring a
proportion of goods, services, or labour to be sourced locally. Example: a clause mandating 30 % of pipeline
construction to be performed by UK firms. Practical application: supports local industry development.
Challenge: may increase costs if local suppliers lack capacity.

Long‑Term Contract (LTC) (Related: fixed‑price agreement, supply security) – A contract that secures the
purchase or sale of a commodity over an extended period, often 10‑20 years. Example: a 15‑year gas supply
contract to a power generator. Practical application: stabilises cash flows. Challenge: price rigidity can lead
to adverse outcomes if market conditions change.

Market Abuse Regulation (MAR) (Related: insider trading, transparency) – EU legislation aimed at preventing
market manipulation and ensuring fair trading. Example: UK’s implementation of MAR for energy trading
firms. Practical application: requires reporting of large positions. Challenge: compliance costs for smaller
participants.

Market Entry Barrier (Related: regulatory hurdle, capital requirement) – Obstacles that impede new
competitors from entering a market. Example: high licence fees for offshore drilling. Practical application:
protects incumbents but can reduce competition. Challenge: regulators must balance protection with
market efficiency.

Metering Standard (Related: measurement accuracy, regulatory specification) – Technical specifications
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governing the installation and operation of flow meters. Example: OGA’s metering standard for crude oil
export. Practical application: ensures reliable volume reporting. Challenge: upgrading legacy infrastructure
to meet new standards.

Mitigation Bond (Related: financial security, environmental remediation) – A security deposited to guarantee
funds for environmental mitigation measures. Example: bond posted for habitat restoration after offshore
drilling. Practical application: assures that mitigation will be carried out. Challenge: estimating appropriate
bond size.

National Oil Company (NOC) (Related: state-owned enterprise, strategic asset) – A government‑owned
entity engaged in exploration, production, or marketing of hydrocarbons. Example: UK’s participation
through the Oil and Gas Authority. Practical application: aligns national interests with industry development.
Challenge: potential for political interference in commercial decisions.

Natural Gas Transmission System (NGTS) (Related: pipeline network, capacity allocation) – The infrastructure
that transports gas from production fields to distribution networks. Example: the National Transmission
System in the UK. Practical application: enables bulk gas movement across regions. Challenge: maintaining
system integrity and managing peak demand.

Net‑Zero Commitment (Related: climate target, emissions neutrality) – A pledge to balance emitted
greenhouse gases with removal or offsetting by a specified date. Example: UK’s 2050 net‑zero goal for the
oil and gas sector. Practical application: drives investment in carbon‑reduction technologies. Challenge:
aligning short‑term commercial objectives with long‑term climate objectives.

New‑Build Project (Related: construction phase, capital investment) – A project involving the creation of a
brand‑new facility, such as a refinery or LNG plant. Example: constructing a new LNG import terminal on the
UK coast. Practical application: expands processing capacity. Challenge: lengthy permitting processes and
financing risk.

Off‑take Agreement (Related: sales contract, volume commitment) – A contract whereby a buyer agrees to
purchase a specified portion of production. Example: an offtake agreement for 20 % of a newly discovered
gas field. Practical application: provides revenue certainty for the producer. Challenge: buyer credit risk and
market price fluctuations.

Oil‑Field Waste Management Plan (Related: environmental permit, disposal strategy) – A documented
approach for handling waste generated during exploration and production. Example: plan for managing
drill cuttings and produced water. Practical application: ensures compliance with waste regulations.
Challenge: high disposal costs and limited treatment facilities.

Operator Licence (Related: responsibility, regulatory approval) – A licence granting a company the authority
to operate a hydrocarbon project. Example: OGA operator licence for a North Sea platform. Practical
application: confers legal responsibility for health, safety, and environmental performance. Challenge:
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meeting stringent operational standards.

Open‑Access Regime (Related: non‑discriminatory entry, third‑party rights) – A policy framework that allows
multiple users to access infrastructure on equal terms. Example: UK’s open‑access model for pipeline
capacity. Practical application: promotes competition. Challenge: managing congestion and ensuring fair
pricing.

Optimisation Model (Related: decision support, cost minimisation) – A mathematical tool used to determine
the most efficient allocation of resources. Example: model to optimise gas allocation between domestic
demand and export contracts. Practical application: improves profitability. Challenge: model accuracy
depends on data quality and assumptions.

Out‑of‑Pocket Cost (Related: direct expenditure, capital outlay) – Expenses that a company must pay
directly, not reimbursed by the government. Example: drilling costs not covered by cost‑recovery
mechanisms. Practical application: influences project feasibility. Challenge: high out‑of‑pocket costs can
deter investment.

Parliamentary Oversight Committee (Related: legislative review, policy scrutiny) – A parliamentary body that
examines government actions in the energy sector. Example: UK Energy Security Committee. Practical
application: ensures accountability and transparency. Challenge: potential for politicisation of technical
decisions.

Participating Interest (Related: joint venture share, revenue entitlement) – The proportion of a project
owned by a party, reflecting its share of costs and revenues. Example: a 40 % participating interest held by
an international oil company. Practical application: aligns risk exposure with financial reward. Challenge:
disagreements over operational decisions may arise.

Petroleum Revenue Management Act (Related: legislation, fund allocation) – A law governing how oil and
gas revenues are collected, managed, and spent. Example: UK legislation establishing the Petroleum
Revenue Tax. Practical application: provides fiscal stability. Challenge: adapting the act to evolving market
structures.

Pipeline Capacity Allocation (Related: slot assignment, auction process) – The method by which space in a
pipeline is assigned to shippers. Example: auction of capacity on the Interconnector gas pipeline. Practical
application: ensures efficient utilisation. Challenge: preventing market power abuse by dominant shippers.

Price‑Based Regulation (Related: tariff setting, cost pass‑through) – A regulatory approach that allows rates
to reflect market prices, often with a margin. Example: price‑based tariffs for gas transmission services.
Practical application: encourages cost efficiency. Challenge: price volatility can affect regulator’s ability to set
stable tariffs.

Production Sharing Agreement (PSA) (Related: resource contract, profit split) – A contract where the state
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retains ownership of resources while the contractor receives a share of production after cost recovery.
Example: PSA for a UK offshore block. Practical application: aligns incentives for exploration. Challenge:
negotiating equitable cost recovery caps.

Project Finance (Related: non‑recourse loan, cash‑flow based lending) – Funding secured on the basis of
projected cash flows from a specific project rather than the sponsor’s balance sheet. Example: financing for
a new offshore platform using a project‑finance structure. Practical application: limits sponsor liability.
Challenge: lenders require robust risk mitigation and strong contractual frameworks.

Regulatory Impact Assessment (RIA) (Related: policy analysis, stakeholder consultation) – A systematic
evaluation of the likely effects of a proposed regulation. Example: RIA for proposed changes to offshore
drilling safety standards. Practical application: informs evidence‑based decision‑making. Challenge:
predicting long‑term economic and environmental outcomes.

Regulatory Sand‑Box (Related: innovation testing, temporary exemption) – A controlled environment where
new technologies or business models can be trialled with relaxed regulatory constraints. Example: sandbox
for blockchain‑based energy trading platforms. Practical application: accelerates innovation. Challenge:
ensuring consumer protection while allowing flexibility.

Renewable Integration Policy (Related: grid support, gas‑to‑power transition) – Measures that facilitate the
incorporation of renewable energy sources into the existing system, often leveraging flexible gas
generation. Example: policies encouraging gas‑fired plants to provide balancing services for wind farms.
Practical application: enhances system reliability. Challenge: aligning gas market incentives with renewable
growth.

Resource‑Based Tax (Related: royalty, production tax) – A tax levied on the volume or value of extracted
hydrocarbons. Example: UK’s petroleum production tax based on barrels of oil equivalent. Practical
application: provides a direct revenue stream tied to resource extraction. Challenge: tax rates must be
calibrated to avoid discouraging investment.

Risk‑Sharing Mechanism (Related: joint liability, insurance) – Arrangements that distribute project risks
among participants. Example: a risk‑sharing pool for offshore decommissioning costs. Practical application:
reduces individual exposure. Challenge: aligning risk appetites and ensuring transparent governance.

Safety‑Critical Equipment (Related: integrity management, certification) – Components whose failure could
lead to major incidents. Example: blowout preventers on drilling rigs. Practical application: subject to
rigorous inspection regimes. Challenge: high maintenance costs and need for rapid replacement.

Sector‑Specific Regulation (Related: targeted rules, industry focus) – Regulatory measures tailored to a
particular segment of the energy market. Example: specific rules for upstream drilling versus downstream
refining. Practical application: addresses unique risks of each segment. Challenge: ensuring regulatory
coherence across sectors.
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Security of Supply Clause (Related: obligation, contingency planning) – A contractual provision requiring
parties to maintain sufficient supply under emergency conditions. Example: clause obliging a gas supplier to
provide additional volume during a winter shortage. Practical application: enhances national energy
resilience. Challenge: defining trigger events and compensation mechanisms.

Service Level Agreement (SLA) (Related: performance metric, penalty) – A contract that defines the level of
service expected from a provider. Example: SLA for pipeline operation uptime. Practical application: sets
clear expectations and remedies. Challenge: measuring compliance and negotiating fair penalties.

Shale Gas Regulation (Related: hydraulic fracturing, environmental oversight) – Specific rules governing the
exploration and production of shale gas resources. Example: UK’s Fracking (Regulation) Act. Practical
application: establishes permitting, monitoring, and public consultation processes. Challenge: public
opposition and environmental concerns.

Side‑Letter Agreement (Related: supplementary terms, confidential provision) – An ancillary document that
modifies or adds to the main contract without altering its core terms. Example: side‑letter granting exclusive
rights to a technology. Practical application: allows flexibility in negotiations. Challenge: ensuring
enforceability and alignment with primary contract.

Simple Payback Period (Related: investment metric, cash‑flow analysis) – The time required for an
investment to recover its initial cost from net cash inflows. Example: calculating the payback for a gas‑fired
power plant upgrade. Practical application: quick assessment of project attractiveness. Challenge: ignores
cash‑flow timing and risk factors.

Strategic Petroleum Reserve (SPR) (Related: stockpile, emergency supply) – A government‑owned stock of
crude oil intended for use during supply disruptions. Example: UK’s strategic oil reserve holdings. Practical
application: buffers against geopolitical shocks. Challenge: storage costs and the need for periodic
maintenance.

Supply‑Side Regulation (Related: production limits, output control) – Rules that govern the amount of
commodity a producer may bring to market. Example: production quotas for offshore oil fields. Practical
application: helps stabilise market prices. Challenge: may limit producer incentives to maximise output.

Tax Shield (Related: deductible expense, cash‑flow benefit) – The reduction in taxable income resulting from
allowable deductions such as depreciation. Example: depreciation of offshore platform assets reducing
taxable profit. Practical application: improves project cash flow. Challenge: changes in tax policy can affect
the magnitude of the shield.

Technology Transfer Agreement (Related: knowledge sharing, licensing) – A contract that enables the
transfer of technical expertise from one party to another. Example: agreement for transferring enhanced oil
recovery (EOR) techniques to a UK operator. Practical application: accelerates capability development.
Challenge: protecting intellectual property while facilitating collaboration.
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Thermal Efficiency Standard (Related: energy performance, regulatory benchmark) – A minimum efficiency
requirement for equipment such as boilers or turbines. Example: UK’s standard for gas‑fired combined‑cycle
plants. Practical application: reduces fuel consumption and emissions. Challenge: retrofitting existing assets
to meet standards.

Third‑Party Access (TPA) (Related: non‑discriminatory entry, infrastructure sharing) – The right of
independent parties to use incumbent-owned facilities on fair terms. Example: T

Read online: https://certificates.gsbf.co.uk/glossaries/5377493/energy-
policy-and-regulation

Greenwich School of Business and Finance · 06 Jul 2026


