
Miscellaneous
Where a license is granted to several parties 
jointly it is subject to the condition that a 
joint operating agreement is executed not 
later than 90 days after the license has been 
granted. The Minister of Trade and Industry 
may require that the agreement be modifi ed 
on specifi c points, cf. section 16 of the model 
license.

Within 30 days from the granting of the 
license the licensee shall provide performance 
guarantee for all its obligations and liabilities 
under the license. The performance guarantee  
is subject to approval by the Minister of Trade 
and Industry who may require that such 
guarantee be changed or supplemented, cf. 
section 25 of the model license.

Within 3 months after the granting of the 
application the licensee shall submit a 
proposal, to be approved by the Minister of 
Trade and Industry, on how and where his 
onshore activities will be organised during 
the exploration period, cf section 15 (2) of the 
model license. 

It should be noted that operators shall provide 
suitable equipment on stand-by in the Faroe 
Islands in order to deal with any oil spills, 
in addition a Search And Rescue (SAR) 
helicopter must also be available during the 
operation period. 

The Minister of Trade and Industry may 
decide not to grant licenses on the basis of 
applications submitted, cf. section 7(3) of the 
Act on Hydrocarbon Activities.

The Faroese Petroleum Administration 
shall receive applications for licenses for 
exploration and production of hydrocarbons 
by 17 November 2004 at 12 noon. The 
applications shall be submitted to:

Faroese Petroleum Administration
Brekkutún 1
P.O. Box 3059
FO-110 Tórshavn
Faroe Islands

The applications, including enclosures, may 
be written in Faroese or in English.

The application shall be submitted in 3 
printed copies. In addition 1 electronic copy 
of the application shall be submitted on a 
read only compact disk. The compact disk 
shall be readable in a conventional compact 
disk drive. The electronic copy shall be easily 
importable into Microsoft Offi ce or submitted 
in pdf format. The compact disks and the 
cases shall be adequately labelled.

The Minister of Trade and Industry plans to 
award licenses for exploration and production 
of hydrocarbons in January 2005.
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An exploration and production license 
pursuant to section 6 of the Act on 
Hydrocarbon Activities entitles the 
licensee i.a. to undertake prospecting 
activities, including seismic surveys, in 
the license area. 
The licensee must obey the rules, which 
at any given time apply to prospecting 
activities.
The activities of the licensee must be 
conducted with due regard to fi shing 
operations and with due regard to the 
conservation of fi sh stocks.
Regarding the conservation of fi sh 
stocks, the license area is subjected to 
the general stipulation that no seismic 
activity should take place in the period 

from 1 November until 15 April. In 
addition no seismic activities should take 
place in the area south of Faroe Bank and 
on Wyville-Thomsen Ridge between 1 
April and 31 May. Reference is made to 
clause 5 of the model prospecting license 
regarding seasonal restrictions for seismic 
activities. 
Regarding fi shing operations the licensee 
is obliged to take a fi shery representative 
onboard the survey vessel during seismic 
surveys. Reference is made to clause 6 of 
the model prospecting license.
It should be noted that no seasonal 
restrictions have been adopted for 
exploration wells in the blocks included 
in the second licensing round.

Seasonal restrictions for seismic activities etc.
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In accordance with section 7(1) of Act No. 31 
of 16 March 1998 on Hydrocarbon Activities, 
the Minister of Trade and Industry hereby an-
nounces an invitation to apply for licenses for 
exploration and production of hydrocarbons on 
the Faroese continental shelf. The area to be 
offered for licensing and the terms and condi-
tions on which licenses will be granted are 
defi ned in Parliamentary Act No. 27 of 17 May 
2004 on the Second Faroese Licensing Round.

Applicants 
Licenses will be granted to Faroese limited 
companies, or foreign limited companies with 
a branch registered in the Faroe Islands. The 
limited company shall have a minimum equity 
share capital of DKK 1 million.

Companies may submit applications individu-
ally or in groups. In this document the term 
“applicant” is also used for a group of compa-
nies submitting a joint application.

In case of several companies submitting a joint 

application the intended operator of the license 
shall be stated in the application.

Area offered for Licensing 
The following blocks on the Faroese continen-
tal shelf are offered for licensing, cf. § 2 of the 
Act on the Second Licensing Round:

6004/2b, 3b, 4, 5, 6b, 7b, 8b, 9, 11b, 12b, 13b;  
6005/1-3, 4b, 5b, 10, 15b, 17, 18, 22, 23; 
6103/1-9, 11-13, 16, 17, 21, 26;  
6104/2-5, 7-10, 12-15, 17b, 18-20, 22-25, 27-30;  
6105/22-24, 26-29; 
6202/11-14, 16-18, 21, 22, 26;  
6203/11-30; 
6204/22-25, 27-30; 
6007/16, 17, 21-24, 28-29; 
5908/1, 2; 
6008/26, 27.

Individual applications for licenses may cover 
one or more of the above mentioned blocks 
and may also cover part blocks.

Preconditions for 
obtaining a License
According to section 6 of the Act on Hydro-
carbon Activities, licenses for exploration 
and production of hydrocarbons may only 
be granted to applicants that are considered 
to have the requisite expertise, experience, 
resources and fi nancial capacity. It is a 
condition for the granting of licenses that 
the Faroe Islands gain insight into the ac-
tivities carried out by virtue of any licenses 
granted.

Applicants must also possess the necessary 
expertise regarding health, safety and the 
environment.  

It is a condition for the granting of licenses 
that the licensee conducts the exploration 
activities with due regard to fi shing opera-
tions and the conservation of fi sh stocks. 
Seasonal restrictions for seismic surveys are 
outlined on page 5.

Negotiating Issues
The general terms and conditions on which 
licenses will be granted are defi ned in the 
Act on the Second Licensing Round with 
attendant model license.

The Faroese Petroleum Administration will 
negotiate the following specifi c terms for 
the individual licenses on the basis of pro-
posals submitted by the applicants:

• The work programme for the individual 
license

• The schedule for the license term

• Issues relating to Faroese participation in 
the hydrocarbon activities, hereunder 
also competence development.

Award Criteria 
With a view to ensuring a thorough evalua-
tion of the Faroese continental shelf and in 
order to ensure genuine opportunities for 
participation in the hydrocarbon activities 
by Faroese industry, the following criteria 
will apply to the award of licenses:

a) The geological understanding and the 
extent of the work commitments that 
the applicant is willing to undertake to 
thoroughly investigate the prospectiv-
ity and to explore for hydrocarbons in 
the area to be covered by the license, 
and whether the licensee is committed 
to drill exploration wells. In addition 
to this, to which extent the applicant is 
committed to contribute to investigations 
of relevance to future exploration in the 
Faroese area.

b) How and to which extent the applicant 
is willing to commit to developing 
Faroese competence and to secure genu-
ine opportunities for Faroese participa-
tion in the hydrocarbon activities.

Application
The application shall include the following 
information, in the following order:

a) Name and address of the applicant and of 
the person who will serve as liaison in the 
Faroe Islands towards the Faroese authori-
ties in connection with the handling of the 
application.

b) The application area defi ned by geographi-
cal coordinates of whole minutes of lati-
tude and longitude, and with reference to 
block numbers as specifi ed above.

In case of several companies submitting a 
joint application, the participating inter-
est of the individual company shall be 
stated in the application. Furthermore the 
intended operator shall be stated in the 
application.

c) Proposal on the work commitments which 
the applicant will undertake with a view 
to thoroughly investigate the prospectivity 
and to explore for hydrocarbons in the area 
to be covered by the license, and proposal 
for the timing of the activities. Furthermore 
the applicant must explain how he intends 
to contribute to investigations of relevance 
to future exploration in the Faroese area.

d) Proposal on how, and to what extent, the 
applicant will instigate Faroese competence 
development and ensure genuine opportu-
nities for Faroese industry to participate in 
the hydrocarbon activities. 

e) Enclosure 1 shall contain a summary of the 
application. 

f) Enclosure 2 shall contain a geological 
evaluation of the area covered by the ap-
plication.

g) Enclosure 3 shall contain an economic 
evaluation of the prospects covered by the 
application.

h) Enclosure 4 shall contain information 
and proposals for Faroese participation in 
the hydrocarbon activities.

i) Enclosure 5 shall contain information on 
company related matters.

j) Enclosure 6 shall contain information on 
the applicant’s expertise and experience 
regarding management of health, safety 
and environment. 

The Faroese Petroleum Administration may 
require additional information.

The information contained in the application 
and the enclosures will be kept confi dential, 
cf. section 20 of the model license.

The application, excluding enclosures, should 
not exceed 10 pages.

Applicants may contact the Faroese Petroleum 
Administration to receive:

1. Geographical coordinates for the area 
offered for licensing.

2. Guidelines for the preparation of the above 
mentioned enclosures.

3. Act on the Second Licensing Round with 
explanatory notes.

4. Model license for exploration and produc-
tion of hydrocarbons.

5. Model prospecting license

The above mentioned information is also 
available on the web site of the Faroese Petro-
leum Administration (www.ofs.fo)

Application Fee
For the handling of each individual applica-
tion, an application fee of DKK 50.000 is due 
upon submission.

The fee shall be paid, free of charge, to 
the Faroese Petroleum Administration: P/F 
Føroya Banki, SWIFT FIFBFOTX acc. no 
6460-2600058 (ref. FEE 102320-2520-0700-
0100). Address: Føroya Gjaldstova, P.O. Box 3, 
FO-110 Tórshavn, Faroe Islands. A copy of the 
receipt shall be attached to the application.

It is a pleasure for me to invite oil companies to 
apply for exploration and production licenses 
on the Faroe Shelf. The Second Licensing Round 
which now is launced forms a natural part of 
the strategy of fi nding commercal quantities of 
hydrocarbons in our subsoil. The four wells drilled 
to date constitute a substantial increase in our 
knowledge of the Faroese geology and provide 
important information for future exploration ac-
tivities. By launching the Second Licensing Round 
the Faroese petroleum authorities also want to 
focus on the many opportunities still unexplored 
on the Faroe Shelf, and in particular the chances 
of fi nding substantial hydrocarbon accumula-
tions.

The Faroese Petroleum Administration has 
proved that it has been able to meet the chal-
lenges associated with exploration activities in 
the fi rst licensing round. We believe that with the 
competitive licensing and fi scal regimes in place, 

companies that choose to invest in the Faroese 
continental shelf, although the risk may seem 
high, will have possibilities of signifi cant rewards. 

It is of great importance to the Faroese society 
that local businesses and institutes participate 
in the work and projects linked to the explora-
tion activities, and therefore importance will 
be attached to what extent license applicants 
include elements of Faroese participation in their 
planned operations. We wish to establish a good 
and prosperous relationship with the oil industry 
with special emphasis on safe operations and 
with regard to protecting our natural environ-
ment.

It is my sincere hope that the Second Licensing 
Round will contribute to building a future Faroese 
society with a diversifi ed industry and a stable 
economy.

Invitation to apply for Exploration 
and Production  Licenses

Mr. Bjarni Djurholm
Minister of Trade 

and  Industry

Welcome to the Second Faroese Licensing Round
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