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the Way Forward,” China and Eurasia Quarterly, 2010, Vol. 8, No. 1 (°|3t, “Shahri”), 120 H|o|z| 2+1; it
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48 Farhad Iranpour & Julia Derrick, “A Legal Analysis of the New Iranian Petroleum Contract,” in “Oil & Gas
Regulation 2017 — International Comparative Legal Guides,” April 1, 2017 (°[3}, “Iranpour”)
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2 2ol oat AR WEE 9ol S olghe) oW AR slgo] HAAFAL AT 9l
A= 2ugsics dde Aa Aok ojgat Beldge] 4wy Hole HRE Aok
&7} @3 buyback contracte} @ebal 4= ¢l Zlolelal Shiravimsrh Fgshe RS 2
o, ® FERE Mgriaabee] tigh AR} olghHol A sl gwe] rtest goletn
gs}y] o]k Shiravimre] s AREE A4/ uAde] that 9=t ofulst
QFAEARL T2 ARG AG A HoFA| Ao A9t ol AbdriAtell wigt A B Tue

Shiravim4=0] =Fo] 2015W %0 W7he Z9)S 2
= gtk ok IPC7F 1987d 469 A5z w2 2R 3|9] 598 53 48 & o, oA
B Ao wel [PCE A5k oz olgfshe &= 3jch

ll. o2t Buyback Contract

1. 7HE 2u]

o]zl buyback contract:= WA ¢l risk service BFAHAYAL AHoFo] ZoF Al zFxi1 Q)
on, NIOCe Aaaslal “10C ) * 7o) g4ae Fa Hz"d ¥ 0C: =
( “Contractor” )&] 9ol 574 A|{AL Au|AE AlFstal 1 dizte Z=24)
o

1R F3) 10CS) ulg L 5o shugi”

Im
4 2l
12
Lo

Buyback contract= thg T 7 HEoz pAsle] ock” (D) 7 A 7)7ke] it ©
A AR A ARk 9 () @] obd UG Ei sba FER 6]eal ol HAGHe
I}

AL Wt 2o TAT A7) 54 A4 T Aok “LTEOSA” ).” Contractor7}
TE JfEske B9k NIOCE AMwu|Exju]g(capital expenditure;  “CAPEX” ), &%u]g¢
64 ld
65 ld

66 10C £ international oil company 2fo{2A], NIOC 9| AThHEfo| &|& |0C & 7390 w2t of2] M-S IHES|A}
THaaldol © & 9lct.

67 Alexander Brexendorff & Christian Ule, “Changes bring new attention to Iranian buyback contracts,” Oil &
Gas Journal, Nov. 1, 2004, Vol. 102, Issue 41 (°|3} “Brexendorff”) http://www.ogj.com/articles/print/volume-
102/issue-41/general-interest/changes-bring-new-attention-to-iranian-buyback-contracts.html 21
(201738 €27 2244

68 Id.

69 Id.

70 LTEOSA = volume-based, long-term export oil sales agreement & 2|3gH= £0{¢]
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(operating expenditure; “OPEX” ) @ 2gu] 8-S Argkeiet.” m3h Contractors AJAbE A
o] A dist dge Rl WS o oFgE 44=(an agreed remuneration
fee; “REF” )2 wr=t}.”” LTEOSAL Contractor®] A-g-u]&(petroleum costs)#} RF7} 244

3 34 7hx) A%Eck” 10Ce B480s 2-3de] A7|ziat 5-8d] £97|7ke] o
o

o>“

> 18

olg Flu} T2 Kuhnol|A st Aoz A, 12 buyback contractslolAe] ot Bz
A= HojZ1, 12 buyback contractdlol Aol =0l Hul ¢A2 HojZria shch”

H1
NIOC duties Marketing & Sales
+ Project introduction _) Once production targets
+ Budget approval are reached and the field is
« Tender approval handed over to NIOC
« Financial & technical
supervision
Full operating responsibility

A

Repayment Production

Y

Contractor duties

* Project financing

« Providing technology

« Implementing engineering

« Construction & installation

* Reaching determined targets
Project delivery to NIOC Before handover

71 Brexendorff 21
72 Id.

73 Id.

74 Id.

75 Kuhn, 214 H|o|%|
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H2

Investor [ State |

Cost Recovery Ceiling
@6.5%
Y
Remuneration | $5 |

(tess)

Y
Net .
CASHFLOW ZI

* Cost Recovery Ceiling assumes pacentage of Total Revenue

2. 93 27

1980 20] ol&AHRL JHo) HIbsl= zZ oz <Al%E EPClengineering, procurement
and construction)#|¢F ®HFAS AR I, FAAZTE ARSI oLy, 1987d AE BE AMEE
golale] Af W 7la meAE AF FFL 99 NIOC/} 92347188 59 @7 € %

7] A o 5 s ey

199349 o] AFH(1993 Budget Act)oflA] thekst z7o] i ﬁ% AAZ WY e =45
slAtel Hdj njE2z6dvE el Aok NIOC7E A2 4 == shick.” Buyback
contractg}= 807} AGEH AL 19943 oAlHolm, o] ‘ﬂOH/\i buyback contractE FA}
1S 93t Awist Falom AL 19949 oabgol A, Ho) mERBR5HTHE fme)
AEAS B GalHA, F7le} FPLFYo] ojwet HEE 51| Qofof s mE AEFe
gujolol AFEE Ao RAHEE s zdo] Bolrh” dibe oj@olsldA &
H= Wl vl RS A HstEln AHSddA AstE Aolck” 1 % ole Ay
o) 577 kA E oA buyback contract® =7te] Fa HgrtaAok AR By’

ol

0, o

£ o Jo

=

o

lo

76 Shahri, 121 Hlo|z|.
77 1d.

78 Shari, 121~122 H[o||
79 Shahri, 122 Ho|z|
80 Id.

81 Id.
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201195 E 2015W717] H8E9d 53F 5/ paA S Mo A= Hoarele] that (e])
RzbREe] B oul ] wat FAe ZRWOL” 53 SAdEALY AlSzE HY 5
Aol ZAsior 3 A4 2 7k QA FAUEY o2 DAsts woz A" A
% Shurh ARAdelAl 4z SAfEspI A gl #AHE 23S EshHAl buyback
contract WL AHEE 4= QUEE 343t ook’ 43} 5 AUA e FHE AL

WA l4x AR FA4L oust= Ao &4, buyback contracte] -

86
Ae g ok

D = A7t AFSol A 571 273 4 9 YAf 2
@ =71, oltEted EE YLyl HES AFeHA $L A
(3 LFAE, F5r/ole AF, F%ulE, 7 vl&S buyback ZRAE Ly F
3 A AR oR ST AL
(@) gakEsr 24 A, ZA gl AF3F, E& buyback contractoﬂ 2 Zgrot
= 3o Contractorz}

6) BAk A W Akl 1611 HAske ek Mg et g8 4 mEAE 24

=
o] gk Contractore] 4=¢]&(rate of return; “ROR” )& +%4;

6) Aof dutel] AX H{7ts AR AL 7T Al K

tlo
1

M olg 7%, AAUolw, T, A 2 WY 54 Aol
9 A B A 2

f
m \(
oo
¥
I
u
2
Im

3. 4¢3 =4

olgk buyback contractste] Contractor= E&PY ] mE oA (full-cycle) E At/ yAto)
Skl wAo] THAE @oE Wel9) gR(scope of worki “SoW" )& 4= ekmajop gt

82 Qo{2= The 5th Five-Year Development Plan Act (2011-2015)

83 Shiravi, 278 H[0|Z|

84 1d.

85 Shiravi, 278 M|o|Z| ! 281 H[o|Z|

86 Shiravi, 281 m|0|Z|

87 Exploration & Production 2| 2fo{2 A, A GIHEFAIOfM] BFAL JHEE A AJARS 2|25t
88 Brexendorff 2+1

rir
frl
ré
oo
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o

Full-cycle E&P Z2AEof glojxli, wheF Contractor7} ghARd3-(discovery)S sto] o]k
AE7F Aol lvkar wddek -9, NIOCeF Contractor= 7 @HAlofl 21Q)st7] Aol 4
270l gt gols ok gabds) £ Feldlsle] A, Contractor Ao} o]felA H
o]t w43 RFE NIOCZ%E wh=r}.” RF= gholsl Contractore] RORZA] Ab¢jol whal
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[EH 1]

Requirement

Under Buyback

Expected under IPC

Contract type

Risk services contract

Risk services contract

There will be three IPC categories:

one for greenfield projects; a second for
brownfield projects; and a third limited to
IOR/EOR at brownfield projects

Contractual
relationship

|IOC is contractor providing services
to the NIOC (or its subsidiary)

IOC and the NIOC or its nominated
subsidiary are joint venturers
Joint operating company is contractor

Operator rights

IOC is operator during development
NIOC is operator during production
(no 10C participation)

|IOC is operator during development
Joint operating company is operator
during production (IOC directs
management)

|IOC remains liable for joint operating
company’ s conduct

Term

Up to 7 years, no extension

Up to 20 years with 5 additional years for
IOR/EOR

Nature of I0C

No ownership of project assets

No ownership of project assets

interest No right to oil or gas in reservoir No right to oil or gas in reservoir
No right to actual oil or gas |IOC is expected to have a right to oil and
production gas production, but only once lifted
IOC cannot book reserves |I0C is expected to be able to book
reserves
Budget and Budget and work program approved | Budget and work program submitted by

work program

by NIOC at or near start of contract

|IOC for approval by joint steering
committee
NIOC has ultimate approval right

Budget is fixed in respect of
approved work program and 10C
assumes risk of cost overruns during
exploration, development and
production

Annual changes to budget and work
program are expected to be permitted,
subject to NIOC approval and a 5% cap
during production

Increases to approved budgets are
expected to result in contractual penalties

Cost recovery
and
remuneration

Exploration and development costs
are amortised over 5 to 7 years
(with no extensions)

Exploration and development costs are
amortised over 5 to 7 years (but can be
extended if cost not recovered)
Production costs (including for capital
works) are amortised

Remuneration is by fee only

Remuneration is either by fee or in—kind
Where an I0C elects  ‘in—kind’ | the
Minister of Oil can nevertheless direct the
fee is payable if the relevant in—kind
quantity is needed for domestic
consumption
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Requirement

Under Buyback

Expected under IPC

Cost and fee recovery capped at
50% of crude production

Expected that cost and fee recovery will
be capped at 50% of crude production or
75% of gas production

Total recoverable amount capped at
commencement

Total recoverable amount not capped at
commencement, but regulated by budget

Fee structure

Fee based on fixed percentage of
production revenues

Expected to be a volumetric fee (per
barrel or per thousand SCF for gas)
subject to a cap determined by a market
reference price

Fee is not adjusted, although the fee
may be decreased by NIOC
unilaterally

Base fee will be adjusted by ‘R’ factor
(ratio of revenues to costs) and production
rates

Base fee may be adjusted further as part
of incentives regime (ie, a percentage
uplit on the base fee)

Incentives

No incentives or  ‘upside’  sharing

Incentives are paid for certain projects
(high—risk, brownfield, smaller fields)
Incentives are also paid for IOR/EOR
projects

Local content

51% of value to be awarded to local
contractors

Expected that much higher proportions
must be awarded to local contractors
Executive management roles are to
progressively transferred from IOC
nominees to nominees of local companies

Impact of NIOC
curtailment
decisions

Less revenue available for I0C to
recover costs, I0C carry risk

IOCs will still be entitled to recover costs
and fee payments
(by extending recovery period)

Failure to meet

NIOC controls production

Joint operating company controls

minimum Conseguences include non—recovery | production
production of cost and fee Conseqguences of production shortfalls
against targets are not clear
Conseqguence of inadequate production
include non—recovery of cost and fee
Marketing No marketing by I0C Expected that IOC may have marketing
rights in respect of lifted quantities if in—
kind cost recovery is elected
Sanctions By implication, no protection from Expected to be an express requirement;
‘snapback’ international sanctions no protection from application of
international sanctions
Dispute Escalated negotiations finally resolved | Escalated negotiations finally resolved by
resolution by arbitration arbitration
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