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The nature and legal aspects of the assignment of upstream oil
contracts with a view to the IPC contract
Ahmad Panjapour, Mohammad Hossein Zarei><?

Abstract

Field and Aims: One of the important processes in upstream oil contracts is a
process called assignment. In general, there are three types of upstream contracts:
the first category is risk service contracts, the second category is production
participation contracts, and the third category is concession contracts. In addition to
this, IPC contracts have been considered as Iran's new oil contracts. Based on this,
in this research, we will investigate what legal aspects are the assignment of
upstream oil contracts? And we will examine this by looking at the IPC contracts.
Method: This article is written in a descriptive-analytical way.

Finding and Conclusion: Assignment in upstream oil and gas contracts means the
executor of the contract, and the conditions stipulated in these contracts are very
important for the parties to the contract, especially the country that owns the
reservoir. The approach of the countries in fields whose property belongs to the
government, in order to hand over the field to companies for oil operations, is a
license-based system, and based on the said license, all the oil produced from the
field is considered to belong to the license holder. There are two major approaches
in concluding oil contracts and assigning them, which are the direct negotiation
approach and the approach of holding tenders/auctions. The principles of assigning
the upstream oil contract can be observed in environmental considerations,
maintaining the government's sovereignty and ownership of oil resources, and
respecting the rights and National interests in the course of upstream oil operations.
The new form of contracts concluded by the National Iranian Oil Company is
known as IPC, which includes all oil operations from exploration and drilling to
development and exploitation and increased harvesting. In this regard, the
challenges of assigning upstream oil contracts can include the accurate selection of
upstream oil contract players and financing in the field of upstream oil contracts.
Keywords: Oil upstream contract, assignment contract, IPC contract, arbitration
clause, oil operation.

#Citation (APA): Panjapour, A., Zarei, M.H. (2023). The nature and legal aspects of the assignment
of upstream oil contracts with a view to the IPC contract. International Legal Research, 16(62), 95-

116.
https://alr.ctb.iau.ir/article_708699.html?lang=en

1. PhD Candidate in Public Law, Shahid Beheshti University, Tehran, Iran. Email:
Ahmad.Panjehpour@gmail.com ) S
2. Associate Professor, Department of Law, Shahid Beheshti University, Tehran, Iran (Author).

Email: M_zarei@sbu.ac.ir
SIOICIS)

CC BY-NC-SA



https://alr.ctb.iau.ir/article_703874.html?lang=en

\. International Legal Research

‘ Volume 16, Issue 62, Winter 2023 - - H v

Introduction

Upstream oil and gas contracts have been of special importance not only in Iran,
but also in other countries with oil and gas reserves. The upstream industries in the
oil and gas industry include: search, exploration, drilling and production of crude
oil, natural gas or gas condensate. According to Clause 4 of Article (1) of the
Upstream Operations Oil Amendment Law, all activities and measures related to
exploration, drilling, extraction, protection of resources, transportation, storage and
export such as mapping, injection of water, gas, air and or any action that leads to
the maximum harvesting of oil resources, as well as the construction and
development of facilities, demarcation, guarding them for production and supply of
oil to the extent of primary separation and export, and includes the contracts
concluded with the subjects The above are considered upstream contracts. In Iran,
after the Islamic revolution, the model of contracts has turned towards service
contracts. Also, Iran's new oil contracts or IPC divide new contracts into three
categories, which include exploration contracts, contracts for the development of
discovered fields or reservoirs, and contracts for improvement operations or
increasing the recycling rate in fields or reservoirs is in operation. To make IPC
contracts more attractive, incentives are included in the form of remuneration
which includes development remuneration, exploration and development
remuneration, development remuneration for producing fields and recovery
enhancement operations. According to the evaluation of the evolution of the
upstream contracts of the country's oil and gas industry during the establishment of
the Islamic Republic of Iran, we come to the conclusion that during the years 1979-
1992 A.H., almost no conventional and long-term contracts were concluded; While
in the period of 1993-2013 AH, three generations of Iranian service contracts
known as "mutual sales” have been designed and implemented. Based on this, in
this research, we are going to examine what are the legal dimensions of the
assignment of upstream oil contracts? And we will examine this by looking at the
IPC contracts.

Conclusion

According to the recognition of the "principle of permanent sovereignty of
countries over natural resources” in UN General Assembly Resolution 1803, the
countries that have oil and gas resources have the right to legislate and regulate
their activities related to natural resources. The Islamic Republic of Iran is not
exempt from this issue and has established general legal frameworks for the
upstream activities of the oil and gas industry in scattered laws and regulations. In
fact, the upstream sector of the country's oil industry, which is the driving force of
that industry, has not had the required and expected efficiency. The study of the
records of laws and regulations in Iran shows that in this field, before the law of
holding tenders, the oil industry used its own regulation in the field of government
transactions, according to the nature of the contracts concluded in the oil industry.
With the approval of the law on holding tenders regardless of the special conditions
governing the oil industry, a big challenge was created in the industry. Although, at
first, the implementation of this law in the assignment of contracts was hardly
accepted due to not considering the nature of oil contracts; But due to the pressures
of the regulatory institutions, there was no other choice but to comply with the said
law; But the point that has been neglected by the executives is Article 30 of the
Law on Holding Tenders, because in this article it was stipulated that only the laws
and regulations contrary to the said law are obsolete; The trace of this sense of
distinction in the contracts concluded in the oil industry, as mentioned, was shown
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in Article 11 of the law on duties and powers of the Ministry of Oil regarding
common fields; Therefore, it is appropriate and proper not only for the contracts
related to joint fields but also for some contracts concluded in the oil industry, that
a different procedure should prevail and the way of handing over such important
contracts should not be placed on the same scale as the contracts of other
government agencies; Therefore, in this regard, it is necessary to take into account
Article 30 of the Law on Holding Tenders and understand the absence of
discrepancies, if necessary, to use the articles of the Oil Transactions Regulations if
necessary. Lack of separation of governance from management in all dimensions,
most of the governance tasks of the Ministry of Oil are delegated to the main
subsidiaries of this ministry, including the National Oil Company, and are carried
out by this company. From this point of view, the most important issue can be
considered the conclusion of oil contracts. Currently, oil contracts with oil
companies are concluded by the National Oil Company; However, according to the
National Oil Company's constitution, this company is only an oil company and its
task is to carry out upstream oil and gas operations. It should be noted that all
damages can be covered by applying dynamic and favorable governance in the oil
industry - which is the sphere of society's interests. Also, by explaining the legal
requirements resulting from the legal frameworks, it becomes clear that the
application of dynamic governance is a requirement of “infal" and "public
property" of the resources and has no conflict with the country's constitution. Of
course, efforts should be made to consider the use of cooperative methods in the
assignment of infrastructure contracts, apart from the contracts for the supply of
goods and services, the assignment of which requires amendments to the tendering
law and its executive regulations.
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