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Overview
The investment in E&P has witnessed a severe decline in the last decade. This has caused a decrease in hydrocarbon discoveries in non-OPEC countries, the reserve replacement ratio is also declining for oil majors. The lack of investment is mainly due to the price volatility, which leads IOCs, hedge funds, and banks to evaluate the CAPEX invested in the industry. Democratizing investments can surge liquidity in the Petroleum industry, should retail investors gain access to specific Petroleum licenses instead of investing in IOC shares; the pace of funding and risk tolerance will aid in providing the investments needed to keep up with the global Petroleum demand. Security tokens using distributed ledger technology can provide the technical structure for this funding in addition to creating a secondary market that can create a second revenue stream for the token issuer. The tokenization of assets still demands further legislation.  

Methods
 By using a Petroleum financial model designed on a Production sharing agreement “PSA” format. No investment will be made on the government's behalf, so in all three scenarios funding will come from either the IOC (Operator), institutional investors, or STO investors. No royalties or signature bonuses are imposed on the IOC, in addition, the IOC is entitled to cost recovery based on a DROP sliding scale.  The IOC is provided a maximum of 10% profit oil also based on DROP which is subjected to a consolidated 15 % CIT. By using the model, three NPVIOC will be provided based on different partnership scenarios with traditional and Security token investors to assess the financial effectiveness of DDR on the fiscal regime's attractiveness

Results
Based on the financial model, the IOC would achieve the highest NPVIOC under the third scenario, the elimination of any institutional participation would maximize the NPVIOC due to the ownership transfer from the token holders after the smart contract period expires. A clear influence on the GT (government takes) is also present, as discussed earlier; IOC considers the GT before making a bid for the License, the higher the GT the less attractive the investment becomes for the IOC. By adopting the split applied in scenarios one and three; the GT decreased in scenario 3 (0.73) from (0.84) in scenario 1 where no participation is made from the retail investor.


Conclusions
Since the technical infrastructure is readily available; DLT can be utilized to attract investment to the Petroleum industry at a time its most needed. In principle and according to the SEC security tokens can be issued as securities and be sold to the US retail investors according to the Howey test that is currently followed, DLT allows attracting investment to Petroleum licensing rounds less expensively and effortlessly.

