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DRAFT PROPOSAL FOR STIMULATING ACTIVITY ON FALLOW LICENCESS

The following proposal is aimed at stimulating exploration activity on licences following their initial term by accelerating commercial rationalisation of licence holdings and encouraging the relinquishment of fallow licences.

The criteria for “fallow” and for determining which licenses, while fallow, need to be taken out of the process needs to be developed further. It may be best to have a very simple definition for fallow (e.g. four years without EWT or drilling) and a more detailed set of criteria for distinguishing between those licences where activity could be facilitated by a change in ownership (Class B)  and those where inactivity has a more fundamental cause or justification (Class A).

I have tried to incorporate  the process put forward by Nick Fairbrother within this scheme underpinning this by an indication of how the Department might use its existing discretionary powers within licences – specifically powers to require licensees to drill sensible prospects or forfeit the licence.

SCHEME

1.
Drawing on the “fallow blocks” exercises of the past few years, the Department would draw up a list of those licences  that are fallow:

CLASS (A)
Due to technical or geological [and other] constraints.

CLASS (B)
Due to failure to meet economic or materiality hurdles.

Licences still in their initial term would be taken no further.

2.
Licences where there were technical constraints - Class (A) would be placed on a Register in order to promote direction for technical research and development (? What else ?).

3.
For Class (B) discoveries, the partnership would be formally invited to report individually within 3 months (long enough?) on whether they consider that there is a viable exploration opportunity in the Licence  and whether a re-allocation of interests [or other action ] would promote this.  The Department would be willing to sub-divide the licence or consider appointing a new operator if this would facilitate activity.

4. If, once  these reports had been made, the partnership had not found a way to activity, the Department would invite them to relinquish [that part of the licence which did not contain a developed field- what exactly is relinquished?]. 

5. All relinquished licences would be placed into the next licensing round.

6.
All Class B licences that were not relinquished would be placed on the   Register together with a brief description of the barriers to development and links to DEAL data package.  The Register would act as a shop window for new participation. An industry agreed scheme for the new participation based on Sole Risk Farm-in (the Nick Fairbrother scheme) would apply to all licences placed on the register.

7.
If it appeared to the Department at stages 4 through to 6 that a feasible exploration scheme for a licence in Class B was not being progressed on a commercial basis, then the Department would consider using its powers under the PSPA to require the licensees to drill an exploration well or forfeit the licence.
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