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Y ' ve years, approximately $185 billion
worth of projects in upstream, mid-stream and
ownstream sectors have been envisaged

AfRter the removal of international he new version of IPC Allameh Tabatabaei University
sanctionson lranand openings had been unveiled recently hosted an international
for cooperation with I()reign earlier this year and it is seminar on "Optimization
companies in the oil sector, one expected to be finalized in the of Upstream Oil and Gas
ofthe most impeortant issues has coming months, Contracts”, The speakers in this
been to develop a new version of The IPC is the outcome of two conference included then vice-
oil contractaal frmamework - Iran years of relentless work by president for legal affairs Elham
Petroleum Comtract- known as an oil contract restructuring Aminzadeh, Deputy Minister
“IPC". committee headed by Mehdi of Petroleum for International
Hosseini, who advises Minister  Affairs and Trading Amir-
of Petroleum Bijan Zangeneh. Hossein Zamani-Nia, head




IPC

of Oil Contracts Restructuring Committee
ehdi Hosseini, Professor Anna Aabg, lecturer
Stavanger Offshore Technical College, and a
professor from King's College London.
‘During the two-day seminar, the framework
of balancing upstream oil and gas contracts,
management of transfer of technological savvy
and management of enhanced recovery in the
apstream oil industry were discussed.
Aminzadeh said the [PC is subject to new
amendments for more transparency, adding:
he new version of oil contracts will be
amended in accordance with national
pterests.”
‘She said that IPC will include precision about
the sovereign right of host government,
anding of regulatory bodies, conditions and
erms of arbitration, transfer of technology
nd enhancing the capabilities of domestic
sompanies.
inzadeh said the principle of equilibrium,
ransfer of technology and boosting domestic
capabilities were reviewed during the
conference.
e said that contracts for oil exploration,
extraction, development and recovery have
been drawn up so as to preserve balance.
“Sustainability is a principle which must
be taken into consideration in all contracts
because this principle helps create mutual
rommitment,” added Aminzadeh.
‘She said that foreign parties to contracts
are required to make maximum use of
dran’s domestic capabilities. Article 4 of IPC
phasizes 51% share for domestic parties.
Aminzadeh said IPC outlines interaction with
International companies and has transparent
tlauses about the rate of return on investment.
st 1IPC Deal Soon '
‘Zamani-Nia, a former senior nuclear
pegotiator and a veteran diplomat, said IPCis
to be finalized in the coming month, adding
that the first IPC-style deal is expected to be
signed in three to four months.
- He said that hydrocarbon reservolrs which
dran shares with neighboring countries will be
prioritized, adding that a main objective will be
‘o enhance recovery from oil fields.
“For the next five years, approximately $185
billion worth of projects in upstream, mid-

Sustainability is a principle which must be taken into
consideration in all contracts because this principle |
helps create mutual commitment |

Iran Petroleum P

stream and downstream sectors
have been envisaged and we

' have to attract at least $40 to

$50 billion in investment every

year,” said Zamani-Nia,

He said that [PC only sets
forth broad lines for contracts
and relies on mutually agreed
principles, He noted thateach
project will have a totally
different contract wording.

Zamani-Nia noted that more
than 150 foreign delegates from
major oil and gas companies
have travelled to Iran, after [ran
and six world powers signed
a historic nuclear deal in July
2015.

He said foreign companies
have expressed surprise at
Iran’s unpreparedness for
development.

“Under the present
circumstances and more than
two years since these contracts
were drafted it will be late for
universities to give their views,”
said Zamani-Nia.

He said that data on joint fields
has been provided to foreign
companies for further review
and facilitating the future
signature of contracts.

“Iran must take advantage
of the current opportunities
because with oil price at
$40, producer countries are
engaged in tight competition for
attracting foreign investment,”
he noted.

Zamani-Nia said current low
o1l prices provide Iran with
an opportunity to attract
investment, adding: “The
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criteria taken into consideration for the draftin
i { included the US’s oil production hike from 1.5 m

/c)]/ to 5.5

{ mb/d over the past year and its heavy investment in the
i gas industry

l
1
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country’s stable political system, its security
and availabllity of veteran engineers and
manpower are among other advantages of Iran
for attracting foreign investment.” He also said
that implementation of the nuclear deal has
facilitated the presence of foreign experts in
Iran; and unfreezing Iran’s assets blocked in
foreign banks and eased money transactions.
He said that these developments clear the way
for major contracts for investment in coming
months. Zamani-Nia also said that Iran’s gas
condensate exports have reached 450,000 b/d
from 230,000 b/d which Iran exported before
the nuclear agreement.

Hosseini said IPC has been drafted in
compliance with upstream regulations, adding

July 2016
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that the legal capacities of
Iran's Ministry of Petroleum

have not been used completely.

He said that the criteria
taken into consideration for
the drafting of IPC included
the US’s oil production hike
from 1.5mb/d to 5.5 mb/d
over the past year and its
heavy investment in the
gas industry, investment in
West Africa’s deep waters,
Siberia, Alaska and Gulf of
Mexico, Iraq’s planning to
develop its independent
and joint fields and bring its
oil output to 7 mb/d, Saudi
Arabia’s $50 billion contract

for the development of its
fields, United Arab Emirates
accelerated development of
oil fields and Oman’s awardis
of 14 blocks for exploration.
Hosseini said buy-back
deals were examined and an
encyclopedia of contracts fros
33 countries was compiled.
PhD theses from different
universities were studied
and the IPC was put to public
opinion in February 2014.
After that, Hosseini said, the
drafting of IPC started. "In
order to make up for losses in
the [development of] joint oil
and gas fields and preventing




When oll contracts are examined In Iran’s academic
soae&the issue of political economy is often ignored;
while the ail market, oil trading, and oil standing in the
power balance must be taken into account
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further denial of Iran’s national rights in these
sectors, it is urgent o seek investment for the
development of fields for oil and gas recovery,”
he said, adding that every manth of delay in
implementing IPC will cost lran $ 8 to $10
billion in losses. He said that Iran holds 500

to 600 billion barrels of oil in place with a
recovery rate of 25%, while the recovery rate
is 50% in Saudi Arabia and more than 50%

in North Sea. Hosseini said Iran's oil reserves
in place could earn the country $500 to $600
billion. “Good domestic capacities with low
costs, large population of university graduates,
political stability and security and exploration
potential (existence of sedimentary layers

on 1 million square kilometers) are among
issues that make Iran geclogically, politically
and economically attractive for foreign

investors,” he said. Hosseini
said the objectives sought by
Ministry of Petroleum in IPC
include maximizing exploration
areas, enhancing recovery

rate, reducing exploration

risks, acquiring technology

and empowering domestic
companies.

Universities Involve

Hossein Salimi, chancellor of
Allameh Tabatabei University,
said universities have sought,
over the past two years, to
get involved in key issues like
oil contracts. He said that oil
contracts are not bound to legal

aspects, noting that they are
intertwined with domestic and
foreign political and economic
issues. "As jurists, we cannot
decide about the legality of
the contracts just by citing
words used in international
conventions,” said Salimi.

", When oil contracts are
examined In Iran's academic
society, the issue of political
economy is often ignored;
while the oil market, the
future of oil consumption,
oil trading, new technologies
and oil standing in the power
balance must be taken into
account,” he added.

July 2018 C{'E
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Norwegian Professor:

IPC,a Good Start
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» Mx Aabe! Have you reviewed IPC (Iran
Petrolewm Contract) draft?

A U've not been into details of these
contracts, but | know what they are about.

» What do you think of them?

A I think that it would be very important

to revise the ramework of these contracts.
In my view it is very important to take into
consideration conducting research, applying
technology and defining responsibility of
implemenatation of project in these contracts.
This issue will be of hizh significance in the
long run because iran esjors all necessary
resources. fran’s educated population is
significant. It seems that Iran’s political
conditions have improved and it is very
‘important for signing contracts with
mutually satisfactory conditions. | think
that the conditions of each contract must be
looked into independently. A contract has
always two parties. We have to identify our
‘strong points in order to attend talks with

strong background.

w What do you think of the framework of
IPC contracts? Which points must be taken
into consideration in these contracts?

A: I'think there are many points which must
be taken into consideration. Transparency
and predictability of conditions of contracts
are very important for foreign companies. It
is very important for foreign companies to be
assured that their activities will continue in
the future. In other words, the Iranian party
must formulate a contract regime which will
be transparent and devoid of any corruption
so that foreign companies can envisage a
future for their activities in Iran.

= Which points do you propose to be
included in the IPC to become attractive for
the foreign side?
A: All points I mentioned here must be
taken into account. Furthermore, it must
. be noted that a contracl requires accuracy
..'uu',nvu.:?.-lﬁr.ir&'xc?l Alutvnid iusude
studied carefully because you will be affected

" by its provisions in the future. Oil and gas

are long-term business éontractsand huge

“oanvestments are madeinthese sectors for
“the recovery of oil and gas for many years.

Therefore, industfintand palitical stability
as weltas the predictability of condifions <= -
<wavery-important. Of course | cannet speak

-— =

. T e
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very clearly about this issue because | have to
review this framework with more precision.
But as far as | know this framework is a good
starting point for Iran’s oil contracts.

» To what extent do you think this new
framework will help Iran succeed in
implementing new projects?

A: That's a very difficult question. There
is tight competition in the market while oil
prices have declined. As we see in the North
Sea and in Norwegian coastal zones, only the
best projects can attract investors. However,
I believe that Iran enjoys the necessary
potential for stabilizing IPC contracts and get
the required investment for its projects.

= Have you been involved in the drafting of
oil contracts in Norway?

A: No, l wasn’t involved in the drafting of
the contracts, but I've been active within the
framework of oil contracts. I have worked for
the Norwegian governments and its national
oil company. For years | have been engaged
in technology and innovation. I have fully
studied whatever which is related to rules
and regulations in the contracts.

% Do you have any experience of
contribution to oil contracts in your country?
I mean documented experiences.

A: Norway has a long history of contribution
to the drafting of contracts and regulations
in other countries. We have our own
experiences, but we cannot apply them

1o tose your country. Norway ties to find

the best method for safeguarding its own
assets. For instance, our industry is based

on innovation and technology, which create
domestic market for us and facilitate export
to world markets. I think that all these points
must beincorporated into IPC. Generally
speaking, 1 believe the IPC framework
prevides good conditions for investment.

® Photo:Hamidreza Nore, 5
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