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In the Name of Allah 

 
EXPLORATION, DEVELOPMENT AND PRODUCTION SERVICE CONTRACT (E&P) 

This Exploration, Development and Production Service Contract (E&P) (hereinafter referred to as the 
"Contract") is made and entered into in Tehran, the Islamic Republic of Iran (hereinafter referred to as 
"Iran"), on the éé2015, (corresponding with é) by and between: 

 

The National Iranian Oil Company, a company incorporated under the laws of the Islamic Republic of 
Iran (hereinafter referred to as "N.I.O.C.") with the address of ........................................ on the one part;  

 

AND 

An Incorporated/Unincorporated Joint Venture/Joint Operating Company (JOC) of (A) 
éééééééé, an international company incorporated under the laws of ééééwith the address of 
ééééé. (B) ééééé.. an Iranian company incorporated under the laws of Islamic Republic of Iran 
with the address of ééééé.. and/or (C) éééé.a company incorporated under the laws of éé. 
with the address of éééééééé (hereinafter referred collectively to as the ñContractorò) on the 
other part;  

 

N.I.O.C. and Contractor are hereinafter referred to either individually as "Party" or collectively as 
"Parties". 
 
  
 WITNESSETH  
 
 
WHEREAS, the Government of Islamic Republic of Iran, through the Ministry of Petroleum of Iran, 
exercises exclusive rights of sovereignty and ownership over the Petroleum resources, reserves or 
produced, and wishes to promote and encourage the exploration, appraisal, development and production 
operations of Petroleum resources in the Contract Area; and 
 
WHEREAS, N.I.O.C., in its role as the national oil company of the Islamic Republic of Iran, is exclusively 
entrusted with and authorized by the Ministry of Petroleum of Iran to enter into this Contract for 
exploration, appraisal, development and production operations of petroleum resources in the Contract 
Area under this Contract;  
 
WHEREAS, Contractor represents and warrants herein that it has the technical competence and 
professional skills necessary for carrying out the Petroleum Operations (hereinafter defined), by virtue of 
its extensive experience in the Petroleum Operations in similar reservoirs/ field in other countries; 
 
WHEREAS, Contractor represents and warrants herein that it has the financial resources and ability, and 
has expressed its willingness to provide the funding for and to carry out the Petroleum Operations set 
out in the Contract;  
 
WHEREAS, Contractor acknowledges that it has entered into this Contract in the capacity of an 
Incorporated/Unincorporated Joint Venture/Joint Operating Company (JOC) that had been established 
between international and Iranian competent companies; and 
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WHEREAS, Contractor undertakes to provide the funding for and carry out the Petroleum Operations in 
the name and on behalf of N.I.O.C. in accordance with the Contract. 
 

NOW, THEREFORE, in consideration of the undertakings and covenants herein contained, the Parties 
hereby agree as follows: 

 

PART I - DEFINITIONS AND SCOPE 
 

1. DEFINITIONS 
 

Except as specifically provided herein, any reference to a Clause or Appendix, shall be construed as 
a reference to Clause or Appendix to this Contract. In this Contract, including its Appendices, words 
in the singular include the plural and vice versa, and except where the context otherwise requires, 
the following terms shall have the meanings set out underneath:  

 
1.1 ñAbandonmentò means all activities of removal and dismantling of materials, including, without 

limitation, the permanent plugging and abandonment of wells, the dismantling and removal of all 
plants, platforms, facilities, machinery and equipment supplied or used by the Contractor in 
conducting the Petroleum Operations, as well as the environmental restoration of the affected 
Contract Area and/or Field by the Contractor, in accordance with the terms of this Contract, rules 
and regulations of the Country, and Best International Petroleum Industry Practices; 

 
1.2 ñAbandonment Planò means the agreed plan(s) of all activities related to Abandonment, in 

accordance with Clauses 36, the terms of this Contract, rules and regulations of the Country, 
and Best International Petroleum Industry Practices;  

 
1.3 ñAccounting Proceduresò means the accounting principles, procedures, practices, methods 

and requirements to be followed by the Parties for proper recording of expenditures and credits 
and keeping Project Accounts as set out in the Appendix ñBò attached hereto and made a part 
hereof;  

 
1.4 ñAdjacent Partyò means the contractor of the area adjacent to the Contract Area as prescribed in 

Clause 16.20 of the Contract; 
 
1.5 ñAffiliateò means any company or legal entity which (i) controls a Party, or (ii) is controlled by a 

Party, or (iii) is controlled by a company or legal entity which controls a Party. ñControlò means 
the power to dictate and conduct the policy of a company through the control, directly or 
indirectly, of more than fifty percent (50%) of the shares or voting rights in such company; 
 

1.6 ñAmortization Periodò means the duration of which that has been prescribed in Clause 25 of 
the Contract; 

 
1.7  ñAppraisal Operations Expenditure (AOE)ò means all costs and expenditures incurred and 

paid by the Contractor under this Contract to carry out the Appraisal Operations in accordance 
with the Appraisal Operations Plan (AOP) and this Contract. Appraisal Operations Expenditures 
(AOE) constitute Direct Capital Costs (DCC) and Indirect Costs (IDC), as determined in 
accordance with the Accounting Procedures; 
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1.8 ñAppraisal Operationsò means any and all activities to be carried out and works and services 
to be rendered by the Contractor related to and connected with the Appraisal Operations in 
accordance with the Appraisal Operations Plan (AOP) and as may be required under this 
Contract, including but not limited to geological, geophysical, aerial and any other surveys and 
any interpretation of data relating thereto and the drilling of such shot-holes, core holes, 
stratigraphic tests, holes for the appraisal of Petroleum and other related holes and wells, the 
production testing, PVT and core analyses and estimating the reserve(s) and Production rates; 
and the purchase or acquisition of such supplies, materials and equipment thereof; 

 
1.9 ñAppraisal Operations Phaseò means the period of time commencing from the completion of 

the Explorations Operations and/or from the end of Exploration Operation Phase until the 
commencement date of the Development and Production Operations (DPO) of the Field, carried 
out by the Contractor in accordance with the Appraisal Operations Plan and under the Contract; 

 
1.10 ñAppraisal Operations Plan (AOP)ò means any and all works and services to be carried out 

during the Appraisal Operations that are defined in the Appraisal Operations Plan (AOP) and 
any adjustments thereof, as proposed by the Contractor recommend by Joint Management 
Committee and approved by the N.I.O.C.. Appraisal Operations Plan shall include the activities 
and obligations to be performed by the Contractor such as those obligations and activities 
related to the time, volumes of works and services, the required area of the Appraisal 
Operations, and Appraisal costs and expenditures; 

 
1.11 ñAssociated Natural Gasò means Natural Gas, occurring as gas-cap gas, which overlies and 

is in contact with Crude Oil in a reservoir and/or solution gas dissolved in Crude Oil in a 
reservoir; 

 
1.12 ñBarrelò means a quantity or unit of Crude Oil and/or Condensate, equal to 158.9074 liters 

(forty-two (42) United States gallons) at the temperature of sixty (60) degrees Fahrenheit and 
under one atmosphere pressure which is (fourteen point seven (14.7) pounds per square inches 
at sea level 

 
1.13 ñBarrel of Oil Equivalentò (ñBOEò) means one (1) Barrel of Crude Oil or one (1) Barrel of 

NGLs, or é. Barrel of Condensate or six thousand (6,000) SCF of Natural Gas; 
 
1.14 ñBaseline Productionò means for a certain period of time, as determined by the Parties in the 

Development and Production Plan(s) (DPP), the deemed Net Production for the said period of 
time, at the deemed Baseline Production Rate; 

 
1.15 ñBaseline Production Rateò means for any Month constitutes the datum for any incremental 

production under this Contract, being derived from an assumed decline from the Initial 
Production Rate at a compounded annual rate of ééé percent (é%) as from the Month 
following the Month in which the Effective Date occurs; 

 
1.16 ñBest International Petroleum Industry Practices and standardsò means all those uses and 

practices and standards that are, at the time in question, generally accepted in the international 
petroleum industry as being good, safe, economical, environmentally sound and efficient in 
exploring, appraising, developing, producing, maintaining, processing and transporting 
Petroleum under the Contract. They should reflect standards of works, services and technology 
oriented operations that are either state-of-the-art or otherwise appropriate to the operations in 
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question and should be applied using standards in all matters that are no less rigorous than 
those in use by the international oil companies in other global operations;  

 
1.17 ñBscfò means billion standard cubic feet measured at the temperature of sixty degrees (60°) 

Fahrenheit and a pressure of fourteen and seven tenths (14.7) pounds per square inch 
absolute; 

 
1.18 ñBscfdò means billion standard cubic feet per day; 

 
1.19 ñBTUsò means British Thermal Units. A British Thermal Unit is the amount of heat equal to 

1,055.06 (one thousand fifty five decimal zero six) Joules; 
 
1.20 "Budget" means the estimates of the costs and expenditure expected to be incurred and paid 

by the Contractor for implementing an approved annual Work Program and Budget for any 
Calendar Year or part thereof;  

 
1.21 ñCalendar Dayò means a day according to the Gregorian calendar starting at 0000 hours and 

ending at 23.59 hours; 
 

1.22 ñCalendar Monthò means any month in the Gregorian calendar, starting with the first day of 
January and ending with the last day of December according to such calendar; 

 

1.23 ñCalendar Quarterò means a period of three consecutive Calendar Months commencing on 
the first day of January, April, July, or October of any Calendar Year; 

 
1.24 ñCalendar Yearò means a period of twelve (12) consecutive Months commencing with the first 

day of January and ending on the last day of December, both dates being inclusive, according 
to the Gregorian calendar; 

 
1.25 ñCapacity & Pressure Maintenance Operations for Oilò (ñCPMOOò), including Improved Oil 

Recovery (IOR) and Enhanced Oil Recovery (EOR), as the case may be, means as part of the 
Development and Production Operations, proposed by the Contractor and approved by the 
N.I.O.C. and performed by the Contractor including work-over of the wells, acid/hydro fracture, 
infill/horizontal drilling, electrical submersible pump/gas lift, reservoir heating, in-situ 
combustion, gas/water/chemical/steam/bacteria injection, construction and installation of 
additional facilities, replacements of any part of the production facilities and other works and 
services, as may be required under the CPMOO plan, in order to, as the case may be: 

 
a. technically, operationally and economically maintain the Crude Oil production of the 
production facilities at the level required to fulfill reservoir requirements and/or N.I.O.C.ôs 
expectations of the production of the Field. 

 
b. technically, operationally and economically achieve maximum Crude Oil production of the 
production facilities at the level required to fulfill reservoir requirements and/or N.I.O.C.ôs 
expectations of the production of the Field. 

 
Similar definition and method of CPMOO may apply for the Capacity & Pressure Maintenance 
Operations for the Gas Field in order to improve and/or enhance its Condensate.  
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1.26 ñCommerciality Dateò means the first day of the Month following the date when the 
Commerciality of the Field is approved in writing by the N.I.O.C. and duly announced to the 
Contractor;  

 
1.27  ñCommercial Fieldò or ñCommerciality of the Fieldò means, pursuant to Clause(s) of 17 

and 20, a discovery of Petroleum or an accumulation of discoveries of reserves in the Contract 
Area, which establishes that such Field shall produce Petroleum in accordance with the 
Maximum Efficient Rate (MER) and generate sufficient net income to make it worth developing 
and producing from the Field, as a result of the successful Exploration Operations and/or 
Appraisal Operations by the Contractor, declared by the Contractor and approved in writing by 
the N.I.O.C. and duly announced to the Contractor as a Commercial Field, while taking into 
account all technical, operational, financial, economical, commercial and other parameters and 
method of calculation that are prescribed in the Appendix ñJò ñParameters and Calculation of 
Commercialityò;  

 
1.28 ñCondensateò means all liquid hydrocarbons, regardless of gravity, produced and recovered 

from the Contract Area as a liquid during all processes to reach the commercial specifications 
of Natural Gas;  

 
1.29 ñContractò means this agreement between the Parties, comprising 41 Clauses and 

Appendices ñAò toò P attached hereto and made an integral part hereof, together with any 
amendments thereto made in accordance with Clause 40 of this Contract; 

 
1.30 ñContract Areaò means the area covered by this Contract for the Petroleum Operations, as 

described in the Appendix ñAò; 
 

1.31 ñContractorò means an incorporated or unincorporated joint venture or joint operation of A) 
qualified International Oil Company(s) B) qualified Iranian company, approved by the N.I.O.C., 
and at any time thereafter, and shall include their legal successors and permitted assignee(s) 
of any rights and obligations of Contractor under this Contract; 

 
1.32 ñContractor's In House Special Servicesò means special services comprising Project 

management and Reservoir(s) engineering study to be performed by the Contractor and/ or its 
Affiliate and/or Subsidiary of Contractor, pursuant to the written approval of N.I.O.C., to carry 
out such services relevant to the Petroleum Operations as per Clause 16.19 of the Contract 
and in accordance with the Appendix ñAò Accounting Procedures; 

 
1.33 ñCoordination Procedureò has the meaning ascribed to such term as stipulated in the 

Appendix ñIò attached to the Contract; 
 

1.34 ñCost of Money (ñCOMò)ò means LIBOR plus éé. percent (éé.%) solely applicable to a) 
Indirect Costs (IDC) incurred and paid by the Contractor prior to the First Production Date of 
the Crude Oil and/or First Production Date of the Natural Gas and b) Petroleum Costs and Fee 
only in the event of the delay and/or late payment (for reason attributable to N.I.O.C.), pursuant 
to Clause 8.4 of the Accounting Procedures;  

 
1.35 ñCosts Recovery Yearò means twelve (12) consecutive Calendar Months commencing from 

the first day of the first month following the achievement of the First Production of Crude Oil or 
First Production of Natural Gas and/or Final Production of Crude Oil or Final Production of 
Natural Gas, as the case maybe, where the recovery of the Petroleum Costs plus the payment 
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of the FPB/FPMscf during the Amortization Period shall commence in accordance with the 
Contract; 

 
1.36 ñCountryò means the Country of Islamic Republic of Iran; 

 
1.37 ñCrude Oilò means all hydrocarbons regardless of gravity which may be produced and saved 

from the Contract Area in the liquid state at absolute pressure of fourteen point six nine six 
(14.696) pounds per square inch and sixty (60) degrees Fahrenheit, including asphalt and tar, 
but excluding NGL that is not blended with Crude Oil; 

 
1.38 ñCurrent Basisò means recovery of Indirect Costs (IDC) and Operating Costs (Opex) incurred 

and paid during the Production Operations, without calculation and payment of the Cost of 
Money (CoM), within the first Quarter following the Quarter in which such costs are incurred 
and paid by the Contractor in relation to the Production Operations;  

 
1.39 ñDataò means records obtained as a result of Petroleum Operations including, but not limited 

to, geological, geophysical, geochemical, petrophysical, engineering, well logs, maps, magnetic 
tapes, cores, cuttings and production data, as well as all interpretative and derivative data, 
including reports, analyses, interpretations and evaluation prepared in respect of the Petroleum 
Operations;  

 
1.40 ñ Dayò means a Calendar Day; 

 
1.41 ñDelivery Pointò means the point(s) of delivery as envisaged in the Development and 

Production Plan(s) (DPP) where N.I.O.C. shall receive the Petroleum and where the Contractor 
may lift and/or off-take the Petroleum in lieu of recovery of Petroleum Costs and payment of 
Fee; 

 
1.42  ñDeemed Revenue of Crude Oilò means the Plateau Production of the Field for the purpose 

of Commerciality of the Field in any given Calendar Year, multiplied by the Export Oil Price in 
accordance with Appendix ñCaò Long Term Crude Oil Sale and/or Delivery Agreement;  

 
1.43 ñDeemed Revenue of Natural Gasò means the Plateau Production of the Field for the purpose 

of Commerciality of the Field in any given Calendar Year multiplied by the average export gas 
price in accordance with Appendix ñCcò Gas Revenue Calculation Agreement;  

 
1.44 ñDevelopment Operationsò means any and all activities to be carried out and works and 

services to be rendered by the Contractor related to and connected with the Development 
Operations in accordance with the Development and Production Plan(s) (DPP) required under 
this Contract, including but not limited to reservoir, geological and geophysical studies and 
surveys, initial testing of equipment, drilling of and related activities necessary to produce, 
transport and deliver Petroleum, wells, deepening, construction and installation of equipment, 
pipelines, systems, facilities, plants, and all facilities required to be installed for production, 
pressure maintenance, evaluation and development wells, the engineering, building and 
erecting or laying of the Production Operations and facilities (such as, without limitation, 
separators, compressors, generators, pumps and tankage, gathering lines, systems), in the 
Contract Area as well as any activities related to decommissioning and Abandonment 
operations, pre-commissioning, commissioning, tests and start-up and hand over, which are 
required for achieving production, treatment, transport, storage and lifting of Petroleum, and all 
related planning management and administrative works and services;  
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1.45 ñDevelopment and Production Operationsò (ñDPOò) means any and all activities and works 

and services to be carried out by the Contractor related to and connected with the Development 
Operations and Production Operations and Capacity Maintenance Operations for Oil, as the 
case may be, in accordance with the Development and Production Plan(s) (DPP) and as may 
be required under this Contract; 

 
1.46 ñDevelopment and Production Operations Expendituresò means all expenditures incurred 

and paid by the Contractor necessary to carry out the Development and Production Operations 
(DPO) in accordance with the Development and Production Plan(s) (DPPs) and this Contract. 
Development and Production Operations Expenditures constitute Direct Capital Costs (DCC), 
Indirect Costs (IDC), Cost of Money (where applicable) and Operating Costs (Opex) as 
determined in accordance with the Accounting Procedures and the Contract; 

 
1.47 ñDevelopment and Production Operations Phaseò means the period of time, as set out in 

Clause 3.2.3.(b) commencing from the completion of the Exploration Operations and Appraisal 
Operations and ending when all Development and Production Operations (DPO), as carried out 
by the Contractor in accordance with the Contract;  

 
1.48 ñDevelopment and Production Plan(s) (DPP)ò means the agreed plan(s) of the Development 

and Production Operations (DPO) as determined in the Development and Production Plan(s) 
(DPP) and any adjustments thereof, as approved by the N.I.O.C., including but not limited to 
the Project works and services and scope of works, Project duration and schedules, Project 
estimates of costs and expenditures, quantity and quality of the production from the Field, 
Reservoir development and management and any other activities including Capacity 
Maintenance Operations for Oil, where applicable, to be carried out by the Contractor during 
the Development and Production Operations under the Contract; 

 
1.49 ñDirect Capital Costs (ñDCCò)ò means any and all costs and expenditures, incurred and paid 

by the Contractor related to and connected with the Petroleum Operations, the achievement of 
the First Production of Crude Oil or First Production of Natural Gas and Final Production of 
Crude Oil or Final Production of Natural Gas from the Field, as the case maybe, in accordance 
with the EOP, AOP and DPP activities and all related Work Programs and Budgets. Direct 
Capital Costs, estimated by the Parties and determined in the annual Work Program and Budget 
in accordance with the actual requirements of the Petroleum Operations of the Field/Reservoir 
including the Field Performance, Reservoirôs behavior and required costs and expenditures, are 
illustrated and defined and will be charged into the Project Accounts in accordance with the 
Accounting Procedures; 

 
1.50 ñEffective Dateò means the date upon which this signed Contract becomes valid, binding and 

enforceable as notified by N.I.O.C. to the Contractor in writing. 
 

1.51 ñEnhance Oil Recovery (EOR)ò means as part of the Development and Production Operations 
proposed by the Contractor and approved by the N.I.O.C. and performed by the Contractor to 
enhance the production including further advanced studies on the geology and reservoir 
engineering and petrophysic activities, 3D or even 4D seismic (where necessary), and 
utilization of various methods of injections, as may be required by the Field/Reservoir such as 
hot steam injection, chemical injection, CO2 injection and the like, and utilization of the advance 
technology in each phase of the project assuring the increase of the oil, condensate or gas 
recovery during the lifecycle of the Field/Reservoir and construction and installation of additional 
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facilities, replacements of any part of the production facilities and other works and services 
necessarily to be carried out to achieve the purposes of EOR; 

 
1.52 ñExploration Operations Expendituresò (ñEOEò) means all expenditures incurred and paid 

by the Contractor necessary to carry out the Exploration Operations in accordance with the 
Exploration Operations Plan (EOP) and related annual Work Program and Budget and this 
Contract. Exploration Operations Expenditures (EOE) constitute Direct Capital Costs (DCC) 
and Indirect Costs (IDC) as determined in accordance with the Accounting Procedures; 

 
1.53 ñExploration Operationsò means any and all activities to be carried out and works and 

services to be rendered by the Contractor related to and connected with the Exploration 
Operations in accordance with the Explorations Operations Plan (EOP) and as may be required 
under this Contract including but not limited to topographical, geological, geophysical, 
petrophysical, geochemical and other methods, including seismic acquisition, drilling well(s), 
Reservoir evaluation for Petroleum and all other functions and activities associated with 
exploration in the Contract Area; 

 
1.54 ñExploration Operations Phaseò means the period of time, as set out in Clause 3.2.1 (a); 

 
1.55 ñExploration Operations Plan (EOP)ò means any and all works and services to be carried out 

for the Explorations Operations during the Exploration Phase(s) as defined in the Operations 
Plan (EOP) and any adjustments thereof, as proposed by the Contractor and approved by the 
N.I.O.C.. Exploration Operations Plan (EOP) shall include but not limited to the minimum 
activities and obligations, optional and additional activities to be performed by the Contractor 
such as those obligations and activities related to the time, volumes of works and services, the 
required area of the Exploration Operations, and Minimum Exploration  

 
1.56 ñExport Oilò means export of the Crude Oil produced from Field under the Contract or a 

blended crude oil to meet the Iranian export blend criteria as determined in the Appendix ñCaò 
Long Term Crude Oil Sale and/or Delivery Agreement;  

 
1.57 ñExport Oil Priceò means the price per barrel of Export Oil (whether the price of the crude oil 

of the Field or the price of the Iranian blended crude oil) Free on Board (ñFOBò), as determined 
in accordance with the Appendix ñCaò Long Term Crude Oil Sale and/or Delivery Agreement;  

 
1.58 ñEuroò means the official currency of the Eurozone countries of the European Union (EU); 

 
1.59 ñFeeò means the fee(s) in US Dollar (or its equivalent to the other currencies acceptable to the 

Central Bank of Iran) referred to in the Contract as the Fee Per Barrel (ñFPBò) for the Crude Oil, 
or Condensate and/or Fee Per Thousand Standard Cubic Feetò (ñFPMscfò) for the Natural Gas, 
produced from the Field by the Contractor as a result of the Petroleum Operations of the Field 
under the Contract, as an entitlement of the Contractor pursuant to Clause 25 and Appendix 
ñKò attached hereto;  

 
1.60 ñFieldò means an area within the Contract Area, consisting of a single Reservoir or multiple 

Reservoirs, all grouped on or related to the same individual geological structural features and/or 
stratigraphic conditions from which Petroleum may be produced commercially in the Contract 
Area; 
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1.61  ñOverall Plan for Petroleum Operation: means the overall lifecycle forecast plan for the 
Petroleum Operations which includes initial and general assumptions, strategies, concepts, 
principles, procedures and presumed main activities related to the lifecycle Petroleum 
Operations of the Field, which such plan shall be the base for the preparation and submission 
of the Development and Production Plan(s) and any adjustment(s) thereof for the entire 
Petroleum Operations of the Field proposed by the Contractor and approved by N.I.O.C; 

 
1.62 ñFinal Production of Crude Oilò means the achievement of the targeted Crude Oil produced 

from the Field as a result of the Development and Production Operations carried out by the 
Contractor during the Development and Production Operations and any adjustment thereof of 
the concerned phase and upon the completion of the production test as agreed in the Contract 
of ééééé barrels of Crude Oil per day (excluding production for testing purposes) for at 
least twenty one (21) days out of any continuous twenty eight (28) days period and delivery of 
the same at the Delivery Point(s), as confirmed by the Joint Management Committee (JMC) 
and approved by the N.I.O.C., provided that all wells are drilled and completed and permanent 
facilities as described in the Development and Production Plan(s)(DPP) for the concerned 
phase are installed, commissioned, started-up, pursuant to the Contract; 

 
1.63 ñFinal Production of Natural Gasò means the achievement of the targeted production of 

éééé.MMscfd of Natural Gas produced from the Field as a result of the Development and 
Production Operations carried out by the Contractor during the Development and Production 
Operations and any adjustment thereof, of the concerned phase and upon the completion of 
the production test as agreed in the Contract of ééééé MMscfd of Natural Gas per day 
(excluding production for testing purposes) for at least twenty one (21) days out of any 
continuous twenty eight (28) days period and delivery of the same at the Delivery Point(s), as 
confirmed by the Joint Management Committee (JMC) and approved by the N.I.O.C., provided 
that all wells are drilled and completed and permanent facilities as described in the 
Development and Production Plan(s) (DPP) for the concerned phase are installed, 
commissioned, started-up, pursuant to the Contract; 

 
1.64 ñFinal Production Date of Crude Oilò means the first day of the month following the month in 

which Final Production of the Crude Oil has been achieved; 
 

1.65 ñFinal Production Date of Natural Gasò means the first day of the month following the month 
in which Final Production of the Natural Gas has been achieved; 

 
1.66 ñFinancial Yearò means the Calendar Year;  

 
1.67 ñFirst Production of Crude Oilò means the achievement of the early Crude Oil produced from 

the Field as a result of the Development and Production Plan(s) (DPP) carried out by the 
Contractor during the Development and Production Operations of the concerned phase and 
upon the completion of the production test as agreed in the Contract of ééééé barrels of 
Crude Oil per day (excluding production for testing purposes) for at least twenty one (21) days 
out of any continuous twenty eight (28) days period and delivery of the same at the Delivery 
Point (s), as confirmed by the Joint Management Committee (JMC) and approved by the 
N.I.O.C., provided that all wells are drilled and completed and permanent facilities as described 
in the Development and Production Plan(s) (DPP) for the concerned phase are installed, 
commissioned, started-up, pursuant to the Contract; 
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1.68 ñFirst Production of Natural Gasò means the achievement of the early production of 
éééé.MMscfd of Natural Gas produced from the Field as a result of the Development and 
Production Plan(s) (DPP) carried out by the Contractor during the Development and Production 
Operations of the concerned phase and upon the completion of the production test as agreed 
in the Contract of ééééé MMscfd of Natural Gas per day (excluding production for testing 
purposes) for at least twenty one (21) days out of any continuous twenty eight (28) days period 
and delivery of the same at the Delivery Point(s), as confirmed by the Joint Management 
Committee (JMC) and approved by the N.I.O.C., provided that all wells are drilled and 
completed and permanent facilities as described in the Development and Production Plan(s) 
(DPP) for the concerned phase are installed, commissioned and started-up, pursuant to the 
Contract;  

 
1.69 ñFirst Production Date of Crude Oilò means the first day of the month following the month in 

which First Production of Crude Oil has been achieved; 
 

1.70 ñFirst Production Date of Natural Gasò means the first day of the month following the month 
in which First Production of the Natural Gas has been achieved; 

 
1.71 ñGovernmentò means the Government of the Islamic Republic of Iran; 

 
1.72 ñHand Overò means as prescribed in Clause 17.4 of the Contract; 

 
1.73 ñImproved Oil Recovery (IOR)ò means as part of the Development and Production 

Operations, proposed by the Contractor and approved by the N.I.O.C. and performed by the 
Contractor to maintain or improve the production including further studies on the geology and 
reservoir engineering, petrophysic activities, 3D or even 4D seismic (where necessary), 
infill/horizontal drilling activities particularly multidirectional and smart drillings, acid/hydro 
fracture, electrical submersible pump/gas lift, construction and installation of additional facilities, 
replacements of any part of the production facilities and other works and services necessarily 
to be carried out to achieve the purposes of IOR; 

 
1.74 ñIncremental Productionò, during a certain period of time, means the incremental volume of Net 

Production from the Field during the said period that is realized in excess of the deemed Net Production 
volume at the Baseline Production Rate; 

 

1.75  ñIncremental Production Rateò in Barrels of Crude Oil or Condensate and/or MMscf of Natural 

Gas per day, means the Incremental Production of the same for a certain period of time divided by the 
number of calendar days in that period of time; 

 

1.76 ñIndirect Costsò (ñIDCò) means any and all costs which are incurred and paid by the 
Contractor, related to and connected with the Petroleum Operations of the Field, to Iranian 
government, ministries, governmental organizations and offices and public entities such as the 
municipalities including Iranian Corporation Income Tax (CIT), Value Added Tax (VAT), 
withholding tax, social securities (SSO), customs duties, payment of any lawful Iranian levies, 
fees and charges imposed by the Government and/or Iranian authorities and officials (excluding 
any penalties, charges or fines, due to the Contractorôs fault or negligence), classified as such 
in accordance with the Accounting Procedure. Such costs and expenditures are illustrated and 
defined in the Accounting Procedures; 
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1.77 ñInitial Production Rateò means a Net Production Rate which shall be agreed by the Parties on or 

before the Effective Date measured in the Field and calculated as the average daily production rate over 
a period of thirty (30) consecutive; 

 

1.78 "Iran" means the Islamic Republic of Iran; 
 

1.79 ñIranian Chargesò means as prescribed in Clause 7.1. of this Contract; 
 

1.80 ñIranian Corporate Income Taxò means any taxes which are lawfully imposed by the Iranian 
Authorities (whether direct or by way of withholding) on Contractorôs income and/or profit earned 
by the Contractor as a result of Contractor's performance of this Contract;  
 

1.81 ñJoint Management Committeeò (ñJMCò) means the committee consisting of the equal 
members of N.I.O.C. and Contractor to be established by the Parties for supervising and 
monitoring the execution of the Petroleum Operations including the Capacity Pressure 
Maintenance of Oil (CPMOO) and EOR/ IOR operations for Crude Oil Field, in accordance with 
Exploration Operations Plan (EOP), Appraisal Operations Plan (AOP), and Development and 
Production Plan(s) (DPP) of the Contract; 

 
1.82 ñJoint Operating Companyò (ñJOCò) or ñJoint Operating Agreementò (ñJOAò) means, in 

accordance with the Appendix ñPò of the Contract, a joint operating company incorporated inside 
Iran, or any joint operating arrangement agreed and concluded under the applicable law of Iran 
between (A) ñéééContractoréé..ò and (B) ñééé..Iranian competent company(s), for 
conducting the Development and Production Operations (DPO) in accordance with 
Development and Production Plan(s) (DPP) and carrying out Development and Production 
Operations under supervision and responsibility of Contractor;  

 
1.83 ñLawò means the laws of the Islamic Republic of Iran, by-laws or regulations, as they may be 

changed from time to time; 
 
1.84 ñLIBORò means the twelve (12) months London Inter Bank Offered Rate (as applied to US 

Dollars) that appears on REUTERS page 01 (or such other page as may replace page 01 on 
that service for the purpose of displaying London Inter Bank Offered Rates), or such other 
display provided by such other service or services as may be designated by the British Bankersô 
Association for the purpose of displaying London Inter Bank Offered Rates (collectively, 
ñREUTERS page 01ò) at approximately 11.00 a.m. London time on the day that is two 
completed (2) Business Days prior to the first day of such monthly interest period. If such a rate 
does not appear on REUTERS page 01 on such date, then the rate appearing on REUTERS 
page 01 on the nearest preceding date shall be used. Should above sources of information on 
LIBOR not be available or to be changed, Parties would agree in another convenient source of 
information of such rate; 

 
1.85 ñLifting Quarterò means the Quarter during which Export Oil is available for lifting by the 

Contractor at the Delivery Point, under this Contract and Appendix ñOò Lifting Proceduresò and 
Appendix ñCa- Long Term Crude Oil Sales and/or Delivery Agreement/ Long Term Condensate 
Sales and/or Delivery Agreement ò, where any Lifting Quarter shall be the Quarter in which 
Petroleum Costs and Fee are due and payable;  

 
1.86 ñMaximum Efficient Rateò (ñMERò) means the MER of wells and/or Reservoir the rate at 

which the ultimate economic recovery of Crude Oil or Gas (where applicable) is obtained from 
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wells and/or a Reservoir without excessive rate of decline in well and/or Reservoir pressures, 
utilizing the most advanced and modern technology and consistent with this Contract and its 
Appendices particularly Development and Production Plan(s) (DPP) and in line with the 
mandatory provisions of MER prevailing on the Iranian oil and gas industry and Best 
International Petroleum Industry Practices and Standards;  

 
1.87 ñMBOPDò means thousand barrel Crude Oil / Condensate per day; 

 
1.88  ñMinimum Exploration Expenditure Obligationò means that amount which shall be the 

minimum amount to be spent by the Contractor for the execution of the Exploration Operations 
in accordance with the related annual Work Program and Budget and Exploration Operations 
Plan (EOP) and Contract, as stipulated in Clauses 3.2.1 (b) and 17.1.3 of the Contract ; 

 
1.89 ñMinimum Exploration Works Obligationò means that works and services which shall be the 

minimum volumes of the works and services to be carried out by the Contractor for the 
execution of the Exploration Operations in accordance with the and related annual Work 
Program and Budget and Exploration Operations Plan (EOP) and Contract, including 
Geological, topographical, geophysical, petrophysical, geochemical surveys, 2D and/or 3D 
seismic studies and acquisition, drilling exploration well(s) operations and Reservoir evaluation 
as stipulated in Clauses 3.2.1 (c) and 17.1.2 of the Contract ; 

 
1.90 ñMMscfò means million standard cubic feet measured at the temperature of sixty degrees (60°) 

Fahrenheit and a pressure of fourteen and seven tenths (14.7) pounds per square inch 
absolute; 

 
1.91 ñMMscfdò means million standard cubic feet of Natural Gas per day; 

 
1.92 ñMonth(s)ò means a Calendar Month; 

 
1.93  ñMscfò means thousand standard cubic feet measured at the temperature of sixty degrees 

(60°) Fahrenheit and a pressure of fourteen and seven tenths (14.7) pounds per square inch 
absolute; 

 
1.94  ñNatural Gasò means any Hydrocarbons produced from the Contract Area which at a pressure 

of 14.7 psi and a temperature of sixty degrees Fahrenheit (60°F) are in a gaseous state at the 
wellhead, and includes both Associated and Non-Associated Natural Gas, and all of its 
constituent elements produced from any Well in the Contract Area and all non-hydrocarbon 
substances therein. Such term shall include residue gas; 

 
1.95  ñNet Costò has the meaning ascribed to such term in the Accounting Procedures; 

 
1.96 ñNet Productionò over a certain period of time, means the Net Production of the Barrels of 

Crude Oil, MMscf of Natural Gas, Condensate or other natural recourses produced from the 
Field by the Contractor, excluding the Production that is not used for the Petroleum Operations 
or production tests and commission, treated to certain specifications as per Development and 
Production Plan(s) as measured and delivered to the Delivery Point(s);  

 
1.97 ñNet Production Rateò in BOPDò means the Net Production of the Crude Oil produced from 

the Field by the Contractor per day for a certain period of time divided by the number of Calendar 
Days in that period of time; 
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1.98  ñNet Production Rate in MMscfò, means the Net Production of the Natural Gas produced 

from the Field by the Contractor per day for a certain period of time divided by the number of 
Calendar Days in that period of time;  

 
 

1.99 ñNon-Associated Gasò means Natural Gas, which is found in a Reservoir that does not contain 
significant quantities of Crude Oil;  

 
1.100 ñOperating Cost (Opex)ò means all costs and expenses incurred and paid by the 

Contractor related to and connected with the Production Operations in accordance with the 
Development and Production Plan(s) (DPP) and respective Work Program and Budget, except 
Direct Capital Costs (DCC), Indirect Cost (IDC) and Cost of Money (COM). Such costs and 
expenditures, illustrated and defined in the Accounting Procedures; 

 
1.101  ñOperatorò means the entity that is designated to conduct Petroleum Operations under this 

Contract being the Contractor during Exploration Operations and Appraisal Operations and the 
Joint Operating Company (JOC) during Development and Production Operations, all in 
accordance with Clause 16 of the Contract ; 

 
1.102  ñPetroleumò means all hydrocarbons including Crude Oil, Natural Gas, Condensate and 

other types of hydrocarbons produced from the Field in their natural forms  
 

1.103  ñPetroleum Costsò means Direct Capital Costs (ñDCCò), Indirect Cost (ñIDCò), Operating 
Costs (Opex) incurred and paid by the Contractor under the Contract and accrued Cost of 
Money (ñCOMò) solely applicable to IDC prior to First Production Date of Crude Oil and/or First 
Production Date of Natural Gas, all related to and connected with the Petroleum Operations 
as determined in accordance with the provisions of this Contract and Accounting Procedure;  

 
1.104  ñPetroleum Operationsò means any and all activities to be carried out and works and 

services to be rendered by the Contractor related to and connected with the Exploration 
Operations, Appraisal Operations, Development and Production Operations of the Field under 
the Contract; 

 
1.105  ñPhase(s)ò means any and all phase(s) defined by the Parties under the Contract during the 

Petroleum Operations of the Field; 
 

1.106  ñPlateau Production Periodò means a period that is specified in the approved Development 
and Production Plan(s) (DPP) in respect of an Oil Field or a Gas Field; 

 
1.107  ñPlateau Production ò means the Net Production rates of the Crude Oil or Natural Gas to be 

achieved and sustained for the Plateau Production Period as specified in the Development and 
Production Plan(s) (DPP); 

 
1.108  ñProduction Measurement Pointò means the point where the Net Production of Crude Oil 

or MMscf of Natural Gas produced from the Field is measured at the Delivery Point(s) for the 
purposes of the recovery costs and Fee payment in accordance with the Development and 
Production Plan(s) (DPP) and under the Contract;  

 



 

 
 

IPC  (E&P) / final version / steering committee / 11.18.15  

 

 

1.109  ñProduction Operationsò means any and all Operations and activities conducted by Joint 
Operating Company (JOC) under supervision and responsibility of the Contractor during the 
Production Operations in accordance with the Development and Production Operations 
Plan(s) (DPP) and this Contract, starting from the First Production of Crude Oil or First 
Production of Natural Gas / Final Production of the Crude Oil / Final Production of Natural Gas 
from the Field to the end of Term of the Contract, including, but not limited to producing, 
maintaining and repairing of all wells, platforms, facilities, running wells and hydrocarbon 
production facilities, repairing, suspending, gathering production or subsurface data, 
construction and installation of equipment, pipelines, facilities, plants and systems, in and 
outside the Contract Area, which are required for achieving production, treatment, transport, 
storage, handling facilities, and lifting of Petroleum including but not limited to work-over, 
stimulations, remediation, resoration and all other equipments and tools under the Contract; 

 
1.110  ñProduction Profileò means the planned Net Production profile of Crude Oil output in Barrels 

of Crude Oil per Day or Natural Gas in MMSCF/day in accordance with the Development and 
Production Plan(s) (DPP); 

 
1.111  ñProjectò means the Petroleum Operations of the Field to be carried out by the Contractor 

under the Contract and its Appendices; 
 

1.112  ñProject Accountsò has the meaning ascribed to such term in the Accounting Procedures; 
 

1.113  ñQuarterò means a Calendar Quarter;  
 

1.114  ñRevenueò means the revenues from the Field/Reservoir as a result of successful Petroleum 
Operations carried out by the Contractor under the Contract, including revenues generated 
from the Crude Oil, Natural Gas, Condensate, and other products;  

  
1.115  ñReservoirò means a naturally occurring discrete accumulation of Petroleum which is fully 

prescribed in the Development and Production Plan(s) (DPP) of the Contract.  
 

1.116  ñR-Index (ñRIò)ò means the ratio of cumulative Cash Receipts to cumulative costs and 
expenditures incurred and paid by the Contractor in the conduct of the Petroleum Operations 
of the Filed pursuant to Clause 25 of the Contract; 

 
1.117  ñSCFò means the standard cubic feet; 

 
1.118  ñSubsidiaryò means a wholly owned company of a Party; 

 
1.119  ñTermò means the term of this Contract as defined in Clause 3.2.3. (C);  

 
1.120  ñUS Dollarò or ñDollarò or ñUS$ò means the currency of United States of America; America; 

 
1.121  ñWork Program(s) and Budget(s)ò means the annual work obligations and related 

Petroleum Costs planned and any revision and amendment thereto, for the Exploration 
Operations, Appraisal Operations, Development and Production Operations, proposed by the 
Contractor and approved by N.I.O.C., which includes but not limited to the works breakdown 
structure (WBS), costs breakdown structure (CBS), and time breakdown structure (TBS), to be 
carried out by the Contractor under the Contract and related Exploration Operations Plan 
(EOP), Appraisal Operations Plan (AOP), Development and Production Plan(s)(DPP); and 
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1.122  ñYear(s)ò means a Calendar Year. 

 
Whenever these terms appear in the text with an initial capital letter, they shall have the meaning ascribed 
to them above. 
 
2. SCOPE OF CONTRACT  
 

2.1. This Contract is an integrated Exploration, Appraisal, Development and Production Service 
Contract in respect of Contract Area in accordance with the provisions herein contained.  
 

2.2. N.I.O.C. hereby authorizes Contractor to conduct the Petroleum Operations on the terms and 
conditions set forth in this Contract, within the Contract Area as described in the Appendix ñAò 
hereto, for the purposes of Exploration Operations, Appraisal Operations, Development and 
Production Operations of the Field within the Contract Area. 

 
2.3. In accordance with the provisions contained in the Contract, Appendices and Best International 

Petroleum Industry Practices and Standards, Contractor shall: 
 

2.3.1. be responsible to N.I.O.C. for the execution of the Petroleum Operations in the name and 
on behalf of N.I.O.C.; 

 
2.3.2. carry out the Development and Production Operations of the Field and any subsequent 

CPMOO (e.g. IOR and EOR) based on phasing operations, while taking into the account 
the results of the Reservoirôs behavior and updated Reservoir engineering studies; 

 
2.3.3. conduct and perform all necessary and required works and services relating to the 

Exploration Operations and Appraisal Operations in the Contract Area. The Exploration 
Operations and Appraisal Operations shall be carried out according to provisions of 
Contract at full risks of the Contractor. 

 
2.3.4. provide all capital and funding, new machinery, equipment, materials, technology and 

know-how, qualified skills and personnel and render any works and services that are 
necessary for the conduct of the Petroleum Operations under the Contract; and bear the 
risk that insufficient production of the Crude Oil and/or Natural Gas may be produced from 
the Field or insufficient Revenue(s) may be generated from the Field that such production 
or Revenue(s) from the Field may not be enough to recover such Petroleum Costs and the 
Fee, within the Term of the Contract. 

 
2.3.5. incur and make payments of all costs and expenses required for carrying out the Petroleum 

Operations in accordance with approved Exploration Operations Plan (EOP), Appraisal 
Operations Plan (AOP) Development and Production Plan(s) (DPP), and related approved 
annual Work Programs and Budgets in order to achieve the objectives of the Petroleum 
Operations of the Field including the achievement of the First Production of Crude Oil or 
First Production of Natural Gas, Final Production of Crude Oil or Final Production of Natural 
Gas, as the case maybe, and plateau Production for the production of Crude Oil and Natural 
Gas, as the case may be.  
 

2.3.6. assess and estimates the volume of Petroleum reserves in-place and recoverable in the 
Contract Area and in the Field, as may be applicable; 
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2.3.7. achieve the Net Production of the First Production of the Crude Oil or First Production of 
Natural Gas, as the case may be, at the time and the rate as stipulated in the approved 
Development and Production Plan(s) (DPP), proposed by the Contractor and approved by 
the N.I.O.C. and related annual Work Program and Budget(s); 
 

2.3.8. achieve the Net Production of the Final Production of the Crude Oil or Final Production of 
Natural Gas at the time and rate as stipulated in the approved Development and Production 
Plan(s) (DPP) in line with the Plateau Production Period thereto;  

 
2.3.9. conduct the approved further Development and Production Operations, including Capacity 

Pressure Maintenance Operations for Oil (CPMOO) and EOR/IOR operations for Crude Oil 
Field, in accordance with the terms and conditions of the Contract and shall provide all 
Petroleum Costs required to implement such operations under the provisions of this 
Contract and in accordance with the annual Work Program and Budget approved by 
N.I.O.C.  
 

2.3.10. maintain and/or increase, pursuant to Clauses 2.3.7 and 2.3.8 above, the First Production 
of Crude Oil or First Production of Natural Gas, and Final Production of Crude Oil or Final 
Production of Natural Gas, as the case maybe, as the case may be, as a condition for the 
entitlement of the Petroleum Cost recovery and payment of Fee of the Project;  
 

2.3.11. conduct all activities in order to achieve objectives of the Petroleum Operations under the 
Contact and its Appendix while observing the Maximum Efficient Rate (MER) of wells and 
Reservoir, as may be applicable. 

 
2.4. It is understood and agreed that in the event that Contractor fails to discover the commercial Field 

and the Commerciality of the Field has not been established as per the Contract, then, Contractor 
will be able to carry on with the exploration activities on the new exploration block, to be introduced 
by the N.I.O.C. and shall carry out the explorations operations. Accordingly, the terms and 
conditions of this Contract shall apply mutandis mutatis on the Petroleum Operations of the new 
introduced exploration block. 

  
2.5. N.I.O.C. hereby authorizes Contractor to conduct and perform all necessary and required works 

and services relating to the Petroleum Operations in the Contract Area. The Petroleum Operations 
shall be carried out by the Contractor according to provisions of this Contract, at its sole risk, in 
accordance with the Law, Best International Petroleum Industry Practices and Standards as well 
as the terms and conditions of this Contract. Contractor shall provide all Petroleum Costs required 
implementing such operations under the provisions of this Contract and in accordance with the 
annual Work Program and Budget approved by the N.I.O.C. In general, Contractor shall render 
any works and services that are necessary for the conduct of the Petroleum Operations under this 
Contract. 

 
2.6. Contractor shall carry out the Petroleum Operations in compliance with Iranian laws, rules and 

regulations, and shall always remain mindful of the rights and interests of N.I.O.C. and Iran. 
 

2.7. Contractor shall always take all appropriate and necessary measures, pursuant to Clause 15 of 
this Contract, to safeguard the environment and prevent pollution which may result from Petroleum 
Operations, and to minimize the effect of any pollution which may occur. 
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2.8. Under this Contract, Contractor has no property rights to any natural resources including the 
hydrocarbons in the ground, which are and at all times shall remain the property of N.I.O.C.. 
 

2.9. At any time, Joint Venture or Joint Operation entities constituting the Contractor shall be jointly 
and severally liable to N.I.O.C. for all obligations and liabilities of Contractor under this Contract.  
 

2.10. Contractor shall conduct all activities in order to achieve objectives of the Petroleum Operations 
under the Contact and its Appendices while observing the Maximum Efficient Rate of wells and 
Reservoir and maximum recovery of reservoirs, as may be applicable. 

 
 

PART II - TERM OF CONTRACT AND RELINQUISHMENT 
 
3.  CONTRACT TERM AND DURARION 

 
3.1 This Contract shall become valid and enforceable when it has been: a) duly signed by the Parties 

b) approved by the Board of Directors of N.I.O.C.; and c) N.I.O.C. has notified Contractor in 
writing of the ratification of this Contract and its Effective Date. 
 

3.2  The Term of the Contract shall consist of the following durations:  
 

3.2.1 Duration for Exploration Operations and Appraisal Operations:  
 

a. The duration of the initial Exploration Operations Phase, plus the optional Exploration 
Operations Phase, if any, shall be maximum four (4) Years period, commencing from 
the Effective Date of the Contract. However, if Contractor requests an extension to the 
initial Exploration Operations Phase and/or optional Exploration Operations Phase, 
such period shall be extended to maximum two (2) Year.  
 

b. The Minimum Exploration Expenditure Obligations required from Contractor to carry 
out the initial Exploration Operations Phase is ééé.. US Dollar.  

 
c. The Exploration Operations Plan (EOP) and its annual Work Program and Budget, 

and any subsequent adjustments made thereto by the Parties, including the Minimum 
Exploration Works Obligation and Minimum Exploration Expenditure Obligation shall 
be carried out by the Contractor during the above initial Exploration Operations Phase 
and/or optional Exploration Operations, if any.  

 
d.  Contractor shall conduct Exploration Operations during the initial Exploration 

Operations Phase and/or optional Exploration Operations Phase, if any, in accordance 
with the provisions of this Contract, the Exploration Operations Plan (EOP) with due 
diligence and in a manner consistent with Best International Petroleum Industry 
Practices and Standards.  

 
e. If Contractor concludes and N.I.O.C. approves that an Appraisal Operations is 

required following the Exploration Operations Phase in accordance with Clause 17.2 
to determine the Commerciality of the Field, the above Exploration Operations period 
(i.e. the maximum period of five (5) years for both initial Exploration Operations Phase 
and/or the optional Exploration Operations Phase), will be extended, by the mutual 
agreements of the Parties, for further two years in order to carry out the Appraisal 
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Operations of the Field. Accordingly, the maximum period for the Explorations 
Operations Phase(s) and Appraisal Operations Phase will be limited to seven (7) 
years. 

 
f. Pursuant to Clause 3.2.1 (e) above, Contractor shall proposed Appraisal Operations 

Plan (AOP) along with the related Work Program and Budget. The proposed Appraisal 
Operations Plan (AOP) shall include the shortest reasonable duration whether such a 
discovery is potentially leading to the Commercial Field and with reasonable precision, 
the boundaries of the area to be delineated as the Development and Production 
Operations area and minimum appraisal works and expenditures obligations pursuant 
to Clauses 3.2.1 (e) and 17.2 of the Contract and Appraisal Operations Plan (AOP).  

 
g. Work Program and Budge for the Exploration Operations Plan (EOP) and Appraisal 

Operations Plan (AOP) shall be discussed and agreed by the Joint Management 
Committee (JMC) and approved by the N.I.O.C. 

 
h. Contractor shall bear the risks of non-Commercial Field or non-Commerciality of the 

Field. Accordingly, Contractor shall be discharged with no entitlement for the 
Petroleum Costs recovery and Fee, if at the end of the Exploration Operations and/or 
Appraisal Operations, including any agreed extension thereof, the Commerciality of 
the Field is not established under this Contract. 

 
3.2.2 Duration for Development and Production Operations  

 
a. Upon the establishment of the Commerciality of the Field and/or successful completion 

of the Appraisal Operations, Contractor shall carry out the Development and 
Production Operations in accordance with the Development and Production Plan(s) 
(DPP) and thereafter until Contractor recovers Petroleum Costs and Fee in accordance 
with the Contract. 

 
b.  The duration for the execution of the Development and Production Operations to 

achieve the First Production of Crude Oil or First Production of Natural Gas from the 
Field will be ééé.. (ééé) Years from the date of approval of the Development and 
Production Plan (DPP) by the N.I.O.C. 
 

c.  The duration for each separate Development and Production Plan(s) shall be 
determined by the Parties in accordance with the agreed Development and Production 
Plan(s). However, the maximum duration for the entire Development and Production 
Plan(s) to be carried out by the Contractor under this Contract shall be from the date 
where the Development and Production Plan(s) is approved by the N.I.O.C.. Any such 
Development and Production Plan(s), proposed by the Contractor and reviewed and 
approved by the N.I.O.C., shall be based on the duration agreed by the Parties which 
such duration shall be based for the schedule(s) of the Field Development and 
Production Operations and costs recovery plan(s). 

 
d. The Production Operations shall commence upon the achievement of the First 

Production of Crude Oil or First Production of Natural Gas by the Contractor and Final 
Production of Crude Oil or Final Production of Natural Gas respectively. The duration 
for the execution of the Development and Production Operations to achieve the Final 
Production of Crude Oil or Final Production of Natural Gas from the Field, as the case 
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maybe, and the duration of the Production Operations shall be determined in the 
Development and Production Operations Plan(s), proposed by the Contractor, 
reviewed and approved by the N.I.O.C.. 

 
3.2.3  Total Duration of Exploration to Production Operations and Term of Contract  

 
a. The total duration of the initial Exploration Operation Phase, optional Exploration 

Operations Phase and/or Appraisal Operations Phase will be maximum eight (8) Years 
commencing from the Effective Date.  

 
b. The total duration of execution of the Development and Productions Operations Phase 

will be maximum twenty (20) Years from the date of approval of the Development and 

Production Plan (DPP) by the N.I.O.C. Such duration, where further Petroleum 
Operations and/or IOR/EOR operations is necessarily required, may be extended by 
the mutual agreement of the Parties for up to a maximum of five (5) Years.  

 
c. The total duration of the Contract (ñTerm of Contractò) shall constitute Exploration 

Operations Phase(s) and Appraisal Operations Phase as per Clause 3.2.3. (a) and 
Development and Production Phase as per Clause 3.2.3. (b) as may be applicable. 

  
3.3  Discharge of the Contract  

 
3.3.1 This Contract will be deemed to have been discharged:  

 
a. Where during the Exploration Operations Phase, Contractor declares and N.I.O.C. 

accepts that the Exploration Operations of the Field is unsuccessful or shall not be 
commercial,  

 
b.  Where at the end of the Exploration Operations Phase, there has been no declaration 

of Commercial Field by the Contractor;  
 

c.  Where any such declaration made by the Contractor is rejected by the N.I.O.C.;  
 

d. Where, pursuant to the rejection of such declaration by the N.I.O.C., Contractor refers 
the case in dispute to the international neutral expert, and such referral resulted to the 
rejection of such declaration and in favor of N.I.O.C. to an expert pursuant to Clause 
20.9 or any such referral was unsuccessful in causing a declaration of Commercial Field 
to be approved.  

 
e. Where the Term of Contract is ended. 

 
f. Where for any other reasons this Contract is terminated or rescinded as per the terms 

and conditions of this Contract. 
 
4.  RELINQUISHMENT  

 
4.1 During and/or at the end of the Exploration Operations Phase and/or Appraisal Operations 

Phase, the Contractor shall relinquish to N.I.O.C. any part of the Contract Area that are not 
included in future exploration/appraisal plans in which no exploration works have started, and/or 
no Commerciality of the Field is declared; and/or no development plan is established. Such 
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relinquishment shall be made without prejudice to Contractorôs Minimum Exploration Works 
Obligations defined in this Contract.  

 
4.2 The following areas shall be excluded for the purpose of relinquishment calculation during and/or 

at the end of Exploration Operations Phase and/or Appraisal Operations Phase: 
 

a. areas designated for the Appraisal Operations within the Contract Area as agreed by the 
Parties under the Contract.; 

b. areas designated for the Development and Production Operations within the Contract Area 
as agreed by the Parties under the Contract.; 

c. areas for which the approval of a Development and Production Plan is pending, until finally 
decided by the Parties; 

d. any area reserved for a possible Appraisal Operations of non-associated Natural Gas in 
relation to which the Contractor is engaged in discussions with N.I.O.C. 
 

4.3 Contractor, during the Development and Production Operations, shall relinquish to N.I.O.C., not 
later than é.. year(s), any reservoir that is not included in the Development and Production 
Plan(s), or any part of the Contract Area where the related Development and Production 
Operations has not been started in accordance with that Development and Production Plan(s).  

4.4 N.I.O.C. shall have the right to explore, appraise, develop or produce any relinquished part of 
the Contract Area and/or reservoirs without hindering or unduly interfering with the Development 
and Production Operations carried out by the Contractor in the Field. 

 
4.5 Upon relinquishment of any part of the Contract Area as per Clauses 4.1. and 4.2, Contractor 

shall perform all necessary site restoration, remove all equipment, materials and installations 
from the relinquished area and take all actions necessary to prevent any Health, Safety and 
Environmental (HSE) hazards.  

 
PART III - RIGHTS AND ASSISTANCE OF N.I.O.C. 

 
5. RIGHTS AND ASSISTANCE OF N.I.O.C. 
 

5.1 N.I.O.C. has the right to exercise necessary control and supervision, in accordance with the terms 
and conditions of the Contract, required to ensure that Contractor is in full compliance with its 
obligations under the Contract. N.I.O.C. has all rights to utilize the Contract Area for purposes not 
related to the Contract, provided that such utilization shall not prevent or hinder the carrying out of 
the Petroleum Operations within the Contract Area.  
 

5.2 In order to implement N.I.O.C.'s supervision and control set out in the Contract, N.I.O.C. has the 
right hereunder to appoint representative(s) authorized by the N.I.O.C. in writing to monitor, control 
and supervise the Petroleum Operations in the Contract Area and any records of Contractor 
relating thereto. In such an event, Contractor shall provide to N.I.O.C.ôs representative(s) facilities 
similar to those provided to its own or to its subcontractors, staff for transport, subsistence and 
accommodation. N.I.O.C. and Contractor shall coordinate with each other and agree on an 
appropriate scheduling of such monitoring, control and supervision. 
 

5.3 N.I.O.C. shall provide Contractor with such pertinent technical data, if any, (in addition to 
information provided to Companies prior to the conclusion of the Contract) which may become 
available from time to time, to be used by the Contractor exclusively for Petroleum Operations, in 
order to allow Contractor to develop and propose an appropriate Work Programs and Budgets, 
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N.I.O.C. shall, as and to the extent necessary and reasonable, give Contractor access to copies of 
all relevant technical data relating to the Contract Area, including geological maps and sections, 
well logs, reports, cores and drill stem tests data, data of all seismic surveys, such as prints, films, 
tapes and seismic profiles and base maps and PVT and other reservoir fluid data, as well as 
infrastructure drawings and equipment layouts for all N.I.O.C. facilities to be utilized in connection 
with the Petroleum Operations. Contractor shall utilize all data and information relating to the 
Petroleum Operations within Iran except as authorized by the N.I.O.C. N.I.O.C. will assist the 
Contractor in securing access to the Contract Area to conduct Petroleum Operations. 
 

5.4 Land within the Contract Area and water, including water for injection within or outside the Contract 
Area, reasonably required by the Contractor for the purpose of Petroleum Operations hereunder 
shall be provided by the N.I.O.C. and put at the disposal of Contractor, provided that all installations 
for off-take, treatment, distribution, and disposal of water shall be the responsibility of Contractor, 
the costs of such acquisition of land and water, including the prices or rents and other expenditures 
incurred in connection therewith upon the written request of N.I.O.C., shall be paid by the 
Contractor and included in the Petroleum Costs and charged to the Project Account as Direct 
Capital Costs (DCC). .  

5.5 N.I.O.C. shall provide assistance to Contractor in order to access to the Contract Area including 
the existing roads and bridges leading to it and other areas where Petroleum Operations are 
required.  
 

5.6 N.I.O.C. shall provide assistance to Contractor to secure and renew all entry or work permits for 
employees of Contractor or its Affiliates or its subcontractors and their dependents, all permits and 
registrations required to open and maintain a branch office or a company in Iran, and all customs 
clearances required for imports and exports of equipment and supplies solely required for the 
Petroleum Operations under the Contract.  
 

5.7 Should any emergency situation arise where the N.I.O.C.'s assistance is duly required, then 
N.I.O.C. shall assist Contractor accordingly. 
 

 
PART IV - RIGHTS AND OBLIGATIONS OF CONTRACTOR 

 
6 RIGHTS AND OBLIGATIONS OF CONTRACTOR 
 

6.1. N.I.O.C. hereby authorizes Contractor to enter the Contract Area and to carry out the Petroleum 
Operations under the Contract and in accordance with the Work Programs and Budgets approved 
pursuant to Clause 18 hereof.  

 
6.2. In order to enhance the capacity of Iranian companies capable to carry out the oil and gas 

Projects, to be able to operate in the regional and international markets, to transfer the advanced 
and modern technology, the management skills and particularly the Reservoir engineering skill, 
Contractor (i.e. the joint of qualified foreign oil company and Iranian competent company as 
approved by the N.I.O.C.) shall execute the Contract accordingly. This obligation shall be 
embodied in the annual works program and budget proposed by the Contractor and approved by 
the N.I.O.C.  

 
6.3. Contractor upon establishment of the Joint Operating Company (JOC) pursuant to Clause 16 of 
the Contract and Appendix ñPò, shall delegate the Petroleum Operations to be executed by Joint 
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Operating Company (JOC) under responsibility of Contractor. Accordingly, the obligations of 
Contractor under the Contract shall remain intact.  

 

6.4. Contractor shall provide all managerial services, supervision, labor, materials and equipment for 
the performance of the Contract, and shall, with all due care and diligence, execute the Contract, 
and perform all of its obligations under the Contract. 

 
6.5.  Contractor shall take full responsibility for the adequacy, stability and safety of all activities and 

methods necessary for the performance of the Contract. In order to expedite the performance of 
Petroleum Operations authorized hereunder, Contractor, without in any way diminishing its own 
responsibilities to N.I.O.C., may engage subcontractor(s), in accordance with the provisions of 
the Contract. 

 
6.6. All Petroleum Operations shall, save as to the Project management of the Contract and 
Reservoirôs engineering study which will be performed by the Contractor, be subcontracted to the 
qualified vendor(s) and subcontractor(s) in accordance with the contracting strategies and 
procedures as set out by the Parties in the ñAppendix I- Coordination Proceduresò. Selection of 
the vendor(s) and subcontractor(s) determined by the Contractor, in accordance with the 
procedures which are set in the ñAppendix I- Coordination Proceduresò, is subject to the 
confirmation of the Joint Management Committee (JMC). 

 
6.7. Such vendor(s) and subcontractor(s) shall be selected according to provisions of this Contract 

and contracting strategy as set out in the Appendix I- Coordination Procedure on the basis of a 
prudent business judgment with due regard to the provisions of Clause 6.8 below, and provided 
that under comparable and competitive terms and conditions priority is given to Iranian qualify 
subcontractors. 

 
6.8. Contractor shall always make every effort to ensure that the most economically advantageous 

cost for Petroleum Operations is obtained with due regard to the quality and level of the work and 
services necessary for the conduct of such Petroleum Operations. 
 

6.9. Contractor shall provide all managerial services, supervision, labor, materials and equipment for 
the performance of the Contract, and shall, with all due care and diligence, execute the Contract 
and perform all of its obligations under the Contract. 
 

6.10. Contractor shall settle all its Project Management, Project team and employees and shall 
establish office(s), work place, yard and warehouse in Iran for the purpose of carrying out the 
Petroleum Operations. Establishing such settlement and establishment (e.g. through purchase 
or rent) of any office, work place, yard, or similar premises outside Iran shall be subjected to 
Joint Management Committee (JMC) recommendation and N.I.O.C. approval of Work Program 
and Budget,  

 
6.11. Contractor shall also establish a branch office or a company in Iran for the purposes of handling 

any and all of the Petroleum Operations in Iran including, inter alia, managing and carrying out 
the Petroleum Operations, maintaining necessary books and accounts, filing tax returns, and 
paying taxes, levies, fees and other relevant charges. 
 

6.12. Contractor shall supply all funds necessary to carry out the Petroleum Operations. The 
Exploration Operations and Appraisal Operations shall be carried out at the sole risk of 
Contractor.  
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6.13. Contractor is entitled to Petroleum Costs recovery and to the Fee pursuant to Clause 25 and/or 

the other relevant terms and conditions of this Contract. 
 

6.14. Contractor shall always make every effort to ensure that the most economically advantageous 
cost for Petroleum Operations is obtained with due regard to the quality and level of the work 
and services necessary for the conduct of such Petroleum Operations. 
 

6.15. Contractor shall always mindful, in the conduct of its Petroleum Operations, of the rights and 
interests of Iran. 

 
7 LEVIES, CHARGES, FEES AND TAXES 
 

7.1 To the extent any Iranian levies, charges, fees, taxes, value added tax (VAT) if applicable to this 
Contract, Iranian Corporate Income Tax and Social Security (ñIranian Chargesò) are imposed on 
and paid by the Contractor and in respect of the performance of the Contract (with the exceptions 
of any penalties due to Contractorôs fault, personal income taxes generally imposed on all 
employees in Iran, employees portion of Social Security Charges and thereby payable by the 
Contractorôs employees themselves, taxes and levies imposed on foreign employees, and 
Contractor's employees training costs), Contractor shall pay same, and an amount representing 
such Iranian Charges shall be charged to the Project Account as Indirect Costs to be recovered 
in accordance with Clause 25 and Appendices ñBò and ñFò. 

 
7.2 In respect of Iranian Corporate Income Tax of the Contractor, Clauses 25.2.4 and 25.2.5 of the 

Contract applies. However, it is understood and agreed that N.I.O.C. is not responsible to 
reimburse any and all the Iranian Corporate Income Tax or any Iranian Charges, incurred and 
paid by the Contractorôs subcontractor(s) or third parties and/or their respective employees and 
personnel.  
 

7.3 Recovery of Petroleum Costs and payment of Fee of the final Quarter of the Amortization Period 
pursuant to Clause 25 of the Contract to Contractor under this Contract is subject to the 
satisfactory fulfillment of the obligations of Contractor stipulated in Clause 7.1 and provision of the 
clearance certificates mentioned in Clause 7.5. 
 

7.4 Contractor shall neither be entitled to recover as Petroleum Costs, any taxes, charges, fees and 
levies imposed outside Iran nor upon its income outside Iran nor any levies, taxes, charges, fees 
of any nature that are paid directly by the N.I.O.C.  
 

7.5 Contractor shall take legal responsibility to settle any and all Iranian Charges with the relevant 
authorities and obtain the necessary clearance certificates in accordance with Clause 25.2.5 of 
the Contract and Law. 

 
8 GENERAL STANDARDS OF CONDUCT 

 
8.1 Contractor shall carry out the Petroleum Operations diligently and in a professional manner, and 

in accordance with the Best International Petroleum Industry Practices, newly recognized methods 
of Petroleum Operations, and procedures including but not limited to those referred to in the 
Exploration Operations Plan (EOP), Appraisal Operations Plan (AOP), Development and 
Production Plan(s) (DPP),  
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8.2 Subject to Clause 8.1, Contractor shall: 
 

8.2.1 ensure that all machinery, plant and equipment used by the Contractor in connection with 
the Petroleum Operations are new, proper and sound construction and workmanship, and 
are kept in good operating condition ; 

 
8.2.2 purchase new machinery, plant, equipment and installations for all permanent facilities 

installed and used for the Petroleum Operations. 
 
8.2.3 prevent damage to adjacent strata bearing Petroleum or water and prevent water entering 

through wells into strata bearing Petroleum, except where water injection methods are used 
for secondary recovery operations or to avoid pollution; 

 
8.2.4 avoid pollution when disposing of drilling fluids, waste oil, salt water and refuse. 

 
8.3 If Contractor fails to carry out any or all of the Petroleum Operations in accordance with the 

Contract, and consequently any loss or damage is incurred by the N.I.O.C., Contractor shall be 
responsible to remedy such failure at its own account, and shall not recover such costs under 
Clause 25.  

 

9 WELLS AND SURVEYS 
 

9.1  the design of the wells and the conduct of drilling and/or work-over shall be in accordance with 
the Best International Petroleum Industry Practices. 

 
9.2  except in cases where there is an immediate hazard to life or a risk of substantial damage or loss 

to properties or the environment, Contractor shall not : 
 

9.3  plug and/or abandon a well or remove any permanent form of casing therefrom without the 
approval of N.I.O.C. An abandoned well shall be securely plugged to prevent pollution or water 
entering or escaping from the strata penetrated; or, 

  
9.4  commence drilling, re-enter or plug a shut-in well, unless N.I.O.C. has been given reasonable 

notice of such operation and has approved same in the Work Program and Budget. 
 

9.5 For the purposes of approving well plugging and Abandonment, N.I.O.C. shall in a timely manner 
appoint a representative(s) available on a twenty-four (24) hour basis for receiving notice of any 
such proposed operation, and N.I.O.C. shall either approve or deny such proposals within twenty 
four (24) hours after from receipt thereof.  

 
9.6 Contractor shall give N.I.O.C. thirty (30) Calendar Days' notice of any proposed geophysical 

survey. Such notice shall contain complete details of the program to be conducted. 
  
10 FIXTURES AND INSTALLATIONS 
 

10.1 Contractor shall, in accordance with the Contract and its Appendices, conduct surveys and place 
fixtures and installations necessary to conduct the Petroleum Operations including, but not 
limited to, exploration and appraisal activities, drilling of wells, work-over, facilities, storage tanks, 
separation and processing facilities, utilities, shipment installations, pipelines, cables, similar 
lines, or any other necessary equipment and infrastructure of the project..  
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10.2  All assets including all lands and properties and equipment acquired, created, used and/or 

provided by the Contractor used in the performance or in connection with the Petroleum 
Operations shall become the sole property of N.I.O.C. 

 

10.3  Subject to this Clause, all movable assets, in connection with the Petroleum Operations carried 
out by the Contractor, the costs of which are subject to cost recovery in accordance with the 
provisions of this Contract, shall remain N.I.O.C.ôs property. 

 
10.4 N.I.O.C. may permit other persons to lay pipelines, cables and similar lines in the Contract Area, 

which shall not prevent or hinder the Petroleum Operations from being carried out by the 
Contractor. 

 
10.5  Contractor and N.I.O.C. shall cooperate and coordinate with each other in good faith to 

accomplish interconnection of facilities of N.I.O.C. based on cost effectiveness and the proper 
time schedule.  

 
11 LIABILITY AND INSURANCE 
 

11.1 Contactor shall, in coordination with N.I.O.C. and with its prior written approval, establish an 
insurance plan within six (6) Months from the Effective Date. An insurance coverage plan shall 
maintain insurance coverage in the types (including but not limited to the third party liability; 
construction all risks; damage to equipment, installations and environment; and pollution) and 
amounts required for the performance of the Contract under the laws, rules and regulations of 
Iran and consistent with good international petroleum industry practices. Contractor shall 
ensure that its Sub-Contractor(s) adequately insure their risks under their relevant sub-
contracts. 

 
11.2 Contractor shall, with the prior approval of N.I.O.C., provide and maintain insurance with respect 

to damage to wells, clusters, equipment, facilities, fixtures and installations as is reasonable 
and consistent with good international petroleum industry practice.  

 
11.3 N.I.O.C. may exercise the option, in coordination with the Contractor, such insurance coverage 

at insurance premium rates not greater than market rates for obtaining equivalent insurance 
coverage and security. In the event N.I.O.C. selects to provide such coverage, N.I.O.C. shall 
notify Contractor of the said coverage in order to enable Contractor to arrange for substitute or 
additional policies to remedy any omissions. 
 

11.4 Contractor shall indemnify and hold harmless N.I.O.C. in respect of any liability, claim, fine, 
penalty or expense of whatever nature arising out of or resulting from violation by the Contractor 
or its employees and personnel of any laws, rules, regulations, measures or other conditions in 
relation to any matter or thing arising out of the Petroleum Operations or the performance 
thereof. 
 

11.5 Contractor shall be liable to compensate N.I.O.C. for and against any and all loss or damage 
suffered as a result of the Petroleum Operations carried out by the Contractor and/or its 
subcontractor(s), except for loss or damage caused by or attributable to N.I.O.C., for which 
loss or damage N.I.O.C. shall be liable.  
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11.6  Contractor shall also be liable for and indemnify and hold N.I.O.C. harmless from and against 
any and all loss or damage to the environmental, social, safety, security and health (as per the 
ESHIA plan requirements pursuant to Clause 15 of the Contract) resulted from or connected 
with the Petroleum Operations carried out by Contract under the Contract. 
 

11.7 Contractor shall also be liable for and indemnify and hold N.I.O.C. harmless from and against 
any and all loss or damage to the equipment, wells, clusters, facilities, fixtures, installations and 
properties, or any part thereof, except for loss or damage caused by or attributable to N.I.O.C., 
for which loss or damage N.I.O.C. shall be liable.  
 

11.8 N.I.O.C. and Contractor shall indemnify and hold each other harmless from and against all loss 
or damage, including injury or death, suffered by third parties or by their respective 
representative(s), officers, personnel or agents.  
 

11.9 Contractor shall indemnify, defend and hold N.I.O.C. harmless from any and all claims for loss 
or damage suffered by third parties as a result of the Petroleum Operations carried out by the 
Contractor and/or its subcontractor(s).  
 

11.10 It is understood and agreed that no costs and expenses associated with defending, paying, 
compromising or otherwise settling any claims in relation to loss or damage suffered by the 
N.I.O.C. and/or third parties as a result of the Petroleum Operations carried out by the 
Contractor and/or its subcontractor(s) and their respective representatives, personnel and 
agents caused by their negligence, shall be reimbursed by the N.I.O.C. 

 
11.11 The costs of insurance coverage obtained and maintained under this Contract for insurance 

premiums paid by the Contractor for obtaining such insurance coverage shall be recoverable 
under the Contract as Direct Capital Costs (ñDCCò).  

 
11.12 Neither Party shall be liable to the other Party for any indirect or consequential loss or damage 

arising out of or resulting from the performance or breach of the Contract. 
 

12 LOCAL EMPLOYMENT, TRANSFER OF TECHNOLOGY AND KNOW-HOW AND TRAINING 
 

12.1 Contractor shall, and require its subcontractor(s) and Affiliate(s) to, maximize the utilization of 
qualified and experienced Iranian citizens to carry out the Petroleum Operations, in accordance 
with the laws of Iran limiting the employment of foreign nationals for only positions where 
qualified and experienced Iranian citizens are not available. The employment of foreign nationals 
to occupy such positions must always be done with the prior written consent of N.I.O.C. 
Moreover, it is the responsibility of Contractor to replace such foreign employees as soon as 
Iranian citizens have become available to occupy such positions. In accordance with this Clause, 
N.I.O.C. and Contractor shall jointly, within three (3) Calendar Months from the Effective Date of 
the Contract, prepare a scheme to set up a procedure for employment of personnel to carry out 
the Petroleum Operations. Such procedure, after approval of N.I.O.C., shall be the basis for 
employment under the Contract. 

 
12.2 Contractor shall, during the Term of the Contract, transfer technology and know-how to Iran. The 

detailed concepts, principles, procedures and schedules related to the comprehensive plan on 
utilization, transfer and development of technology and know-how are stipulated in accordance 
with the Appendix "N"- Utilization, Transfer and Development of Technology Plan. Contractor 
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shall incorporate transfer of technology plan in its subcontract(s) agreements with 
subcontractor(s). 

 
12.3 Contractor shall conduct and provide training for Iranian employees and trainees engaged in this 

Project as introduced by the N.I.O.C. from time to time, and shall bear the costs of such training 
in accordance with the EOP, AOP, and DPP. The training costs shall be charged to the Project 
Account as Direct Capital Costs (DCC) in accordance with Clause 8.1.3 of the Accounting 
Procedures and related approved Work Program and Budget. The type and budget of training, 
as well as the level, duration, time and place of training shall be approved by the N.I.O.C., 
respectively, in such a way that it shall result in the transferring of know-how and technology, 
the upgrading of the respective knowledge and skills of the Iranian employees and trainees, and 
the acquiring or upgrading the necessary know-how and technology to enable them to assume 
and perform the responsibilities and tasks for which they are being properly trained as required 
for the successful conduct of Petroleum Operations in the Contract Area. The approved training 
programs by the N.I.O.C. shall be implemented by the Contractor.  

 
12.4 Training and research program for the promotion and modernization of the current research and 

development (R&D) centers in the Country and the establishment of the joint R&D or execution 
of the R&D project(s), appropriate to the Exploration, Appraisal, initial and future Development 
and Production, including CPMOO (e.g. EOR and IOR) for each phase of the lifecycle of the 
Field/Reservoir, shall be proposed by the Contractor and incorporated in the annual Work 
Program and Budget. The costs of this provision up to maximum of one (1) percent of the Direct 
Capital Costs shall be charged to the Contract as Direct Capital Costs . The type of training, as 
well as the level, duration, time and place of training shall be mutually agreed by the N.I.O.C. 
and Contractor 

 
12.5 The detailed principles and procedures related to the employment of Iranian citizens and training 

of N.I.O.C. personnel shall be agreed by the Parties within three (3) month from the Effective 
Date of the Contract. 

 
13 DATA AND SAMPLES 
 

13.1 Contractor shall keep logs and records of the drilling, work over, deepening, plugging or 
abandonment of wells in accordance with good international petroleum industry practices. All 
such logs and records shall be the property of N.I.O.C. and Contractor shall provide such logs 
and records to N.I.O.C. Contractor may retain a copy of such logs and records until the last 
Quarter of the Term of Contract. The logs and records shall contain specifications and particulars 
of: 

 
13.1.1 the strata and sub-soil through which the well has been drilled; 

 
13.1.2 the casing, tubing and down-hole equipment and alterations thereof inserted in a well; 

and 
 

13.1.3 Petroleum, water and workable mineral deposits encountered. 
 

13.2 Contractor shall record, in an original or reproducible form of good quality, and on seismic tapes, 
where relevant, all geological and geophysical information and data relating to the Contract Area 
obtained by the Contractor, and shall deliver such information and data, interpretations thereof 
and the logs and records of wells to N.I.O.C. as soon as practicable after such information, 
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interpretations, logs and records are obtained by the Contractor. Contractor may retain a copy 
of such tapes, information and data until the last Quarter of the Term of Contract. 

 
13.3 Contractor may collect and remove, for the purpose of laboratory examination or analysis, 

petrological specimens or samples of Petroleum or water encountered in a borehole or well and, 
as soon as practicable, and shall give N.I.O.C. a representative part of each specimen and 
sample collected, which shall be transferred free of charge. Contractor shall furnish to N.I.O.C. 
all laboratory reports concerning such specimens and samples. Contractor may retain a copy of 
such reports until the last Quarter of the Term of Contract. Contractor shall utilize all such 
specimens and samples within Iran except as authorized by the N.I.O.C. in writing. 

 
13.4 All costs associated with the collection, interpretation, use and copying of data, samples and 

information solely and reasonably required for the efficient and effective performance of the 
Petroleum Operations shall be included in Petroleum Costs to be recovered as Direct Capital 
Costs (DCC) pursuant to Clause 25. 

 
14 REPORTS AND RECORDS 

 
14.1 Contractor shall keep records of and supply to N.I.O.C. all documents pertinent to the 

engineering study and all other information concerning the Petroleum Operations progress in a 
format agreed with N.I.O.C., in accordance with good international petroleum industry practices. 
Contractor may retain copies for its own records until the last Quarter of the Term of Contract. 

 
14.2 Contractor shall submit in writing to N.I.O.C. daily reports on drilling operations and production 

operations and weekly progress reports on geophysical operations. 
 

14.3 Contractor shall submit to N.I.O.C. comprehensive statements for the expenditure and cost 
recovery statement regarding the Project in accordance with the Accounting Procedures. 

 
14.4 Contractor shall report in writing to N.I.O.C. the progress of the Petroleum Operations according 

to the following schedule: 
 

14.4.1 within twenty (20) Calendar Days from the beginning of each month covering the 
previous month; 

 
14.4.2 within one (1) Month of the last day of March, June, September and December covering 

the previous Quarter;  
 

14.4.3 during the first Quarter of each Calendar Year covering the previous Calendar Year; and, 
 

14.4.4 during the last Quarter prior to the date of expiration or termination of the Contract, 
covering the whole Petroleum Operations. 

 
14.5 In respect of the period it covers, a report to be provided under Clause 14.4 shall, inter alia, 

contain the following information: 
 

14.5.1 details of the Petroleum Operations carried out and the factual information obtained; 
 

14.5.2 a description of the surface area and strata in which Contractor has operated; 
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14.5.3 a map indicating locations of all wells and other fixed assets in the Contract Area; 
 

14.5.4 the type of all machinery and equipment purchased, and supplementary documents for 
future maintenance and inventory classification; and 

 
14.6 Contractor shall furnish to the other Party a monthly report, no later than the twentieth (20th) 

day of the succeeding Month, indicating the amount of Crude Oil/ Natural Gas/ Condensate and 
water and sulphur produced and the amount of water and/or natural gas injected, as the case 
may be, as a result of its operations in the Field(s) for the preceding Month. 

 
14.7 N.I.O.C. has the right to be present during any and all engineering works and studies, including 

but not limited to 2D and 3D seismic surveys, geological and reservoir modeling, drilling 
planning and operations, installation designs, and construction safety, health and environmental 
reviews, procedures, tenders and evaluations carried out under the Contract. Contractor shall 
provide N.I.O.C. with schedules of such engineering works and studies within a reasonable time 
before their anticipated commencement and provide all means to ensure that N.I.O.C. will 
acquire all related know-how and technology. 

 
15  ENVIRONMENTAL, SAFETY, SECURITY, SOCIAL AND HEALTH IMPACT ASSESSMENT 

(ESHIA) PLAN 
 

15.1 Contractor shall be responsible for complying with all relevant laws, rules and regulations both 
offshore and / or onshore and as details stipulated in Coordination Procedure as Appendix ñIò, 
whether local, national or international, in respect of all necessary Environmental, Safety, 
Security, Social and Health Impact Assessment (ESHIA) and precautions relating to or arising 
out of the performance of the Contract in order to protect, including but not limited to, the 
works and services, the health and safety of the N.I.O.C.ôs and Contractorôs personnel and 
employees and general public, and to safeguard the concerned properties of N.I.O.C., 
Contractor and third parties, and to protect the security, social and environmental aspects of 
the Project in the Contract Area. 
 

15.2 Contractor is under an obligation to conduct the Petroleum Operations: (a) in an 
environmentally sensitive manner so that people today, and future generations, may benefit 
from the wiser stewardship of the earthôs resources; and (b) in a manner which ensures safety, 
security and health in the Contract Area for the benefit of personnel and employees of each 
Party, its subcontractors and the public at large; and (c) in line with the agreed ESHIA plan of 
the Project. Contractor, therefore, shall conduct the Petroleum Operations in accordance with 
the applicable rules and regulations and standards of safety, security, health and 
environmental sensitivity.  

 
15.3 In order to propose and submit ESHIA plan to N.I.O.C., Contractor shall (a) determine at the 

time of the studies the prevailing conditions relating to the environment, social, human beings, 
local communities, safety, security in the Contract Area and in the adjoining or neighboring 
areas; and (b) establish the likely effect on the environment, safety, security, human beings, 
social, local communities, and the flora and fauna in the Contract Area and in adjoining areas 
as a result of Petroleum Operations, and to submit, for consideration by the Parties, methods 
and measures contemplated thereto for minimizing environmental damage and carrying out 
site restoration activities. 
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15.4 Contractor shall adopt Best International Petroleum Industry Practices in conducting and 
monitoring Petroleum Operations and take necessary and adequate steps, inter alia to:  

15.4.1 install a culture of proactive commitment to ESHIA values among all personnel 
involved in Petroleum Operations and to operate according to the Best International 
Petroleum Industry Practices and Standards which meet applicable international laws 
and regulations, including all applicable Iranian laws and regulations; 

15.4.2 make all efforts to prevent environmental damage and, should some adverse impact 
on the environment occur, to minimize such damage and the consequential effects 
thereof on people and property;  

15.4.3 ensure that its personnel and employees and its respective subcontractors are trained 
and thus that they perform in accordance with the policies and regulations regarding 
safety, security, health and the environment in accordance with the agreed ASHIA 
plan of the Project. 

15.4.4 take all necessary measures to prevent all injuries and occupational illnesses; 

15.4.5 regularly review all practices and the Petroleum Operations for opportunities to 
continuously improve performance with the goal of correcting all deficiencies;  

15.4.6 develop detailed guidelines for ESHIA in order to render environmental protection, 
carry on monitoring and maintain community interaction as a condition for Petroleum 
Operations. These guidelines should be in compliance with the rules and regulations 
of Iran and meet with the Best International Petroleum Industry Practices and 
Standards in the following areas, inter alia:  

i. air pollution;  

ii. protection of surface waters from leaks and spills, including the preparation of: (a) 
plans for re-injection of all produced water, and (b) Spill Prevention, Control and 
Countermeasures Plan;  

iii. protection of groundwater;  

iv. waste management of: (a) solid waste, and (b) hazardous waste, by minimize 
generation of waste, and treating or disposing of any generated waste in an 
environmentally responsible manner, with a focus on waste minimization, reuse 
and recycle of materials;  

v. prevention of harm to or degradation of livelihood or quality of life of surrounding 
communities and minimization of any impact, if some adverse impact occur, 

vi. Proper compensation for injury to persons or damage to property caused by the 
effect of Petroleum Operations;  

vii. minimization of footprint of drilling operations, especially in sensitive areas such as 
marshlands, by drilling several wellbores from the same drill pad and using 
directional, horizontal and multilateral drilling techniques;  
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viii. making optimal use of spare available wellbores and spare production and 
transport capacity;  

ix. prevention of spills or leaks of oil and chemicals, and cleaning up of any which may 
occur;  

x. protection of flora and fauna (wildlife);  

xi. protection of archaeological and cultural sites;  

xii. plans for decommissioning and abandonment of petroleum facilities, and for the 
restoration of operational sites;  

xiii. land compensation and resettlement of local communities within the area of 
operations;  

xiv. implementation of a grievance procedure mechanism between the Contractor and 
communities impacted by Petroleum Operations;  

xv. preservation of local livelihoods from indigenous communities in the area of 
Petroleum Operations; and  

xvi. general well-being of the communities where Petroleum Operations, which shall 
be conducted in collaboration with local and central authorities, civil society and 
local investors to enhance the social benefits for national, regional and municipal 
governments; and 

xvii. take any other measures as agreed by the Parties in the ASHIA plan of the 
Project. 

 
15.5 Contractor shall, in line with Clause 12 of this Contract, provide training courses related to the 

agreed ESHIA plan of the Project in accordance with rules and regulations of Iran and the 
Best International Petroleum Industry Practices and Standards. 
  

15.6 If Contractor fails to comply with the provisions ESHIA requirements, as agreed thereto, or 
contravenes with any rules and regulations of the Country, and such failure or contravention 
results in any environmental, social, safety, security or health damage, Contractor shall, in 
accordance with an approved Work Program and Budget, take all necessary and reasonable 
measures to remedy the failure and the effects thereof. 

 
15.7 Contractor shall draw up and implement a comprehensive and workable ESHIA plan to 

include, but not be limited to, the following elements:  

i. Worker Disease Prevention Program to be applied throughout the project life, and 
comprising education about personal hygiene and disease-prevention measures, including 
immunization where appropriate, against infectious diseases, such as tuberculosis, 
malaria, dysentery, hepatitis and other transmitted diseases;  

ii. regular testing of drinking water;  

iii. training food handlers and testing them for communicable diseases;  
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iv. prohibiting smoking, except in designated outdoor areas.  

v. Occupational Safety Program throughout the construction and operation periods, including:  

vi. initial and refresher safety and security training;  

vii. tool-kit sessions at the start of each working day;  

viii. giving a safety topic at the beginning of each meeting;  

ix. traffic safety training for drivers and pedestrians;  

x. special safety training for operators of industrial plants and mobile heavy equipment, e.g., 
cranes and bulldozers;  

xi. furnishing personal protection equipment (hard hats, safety shoes and glasses, and hearing 
protection, where needed);  

xii. providing emergency medical teams to administer urgent medical treatment on site, or to 
evacuate the injured to a hospital, and to supervise sanitation and health matters at 
construction camps; and  

xiii. appointing monitors at construction and major operational sites to ensure adherence to 
safety and environmental protection rules.  

 

15.8 If N.I.O.C. has good reason to believe that any works or installations erected by the Contractor 
or any operations conducted by the Contractor are not in accordance with the rules and 
regulations of Iran and are endangering or may endanger local communities or any property 
of any person, or are causing or may cause pollution, or are harming or may harm fauna or 
flora or the environment to a degree which N.I.O.C. deems unacceptable, N.I.O.C. may give 
notice to Contractor to promptly consider and develop for the Joint Management Committee 
(JMC) confirmation and N.I.O.C. approval a remedial action plan and measures to mitigate 
such damage within a reasonable period as may be determined by the N.I.O.C. and to repair 
any such damage. If N.I.O.C. deems it necessary, it may also require Contractor to suspend 
Petroleum Operations in whole or in part until Contractor have taken such remedial measures 
or have repaired any damage caused.  

 

15.9 The ESHIA plan shall contain proposed environmental guidelines to be followed in order to 
minimize environmental damage and shall include, but not be limited to, the following, to the 
extent appropriate to the respective study taking into account the phase of operations to which 
the study relates:  

a. proposed access cutting;  

b. clearing and timber salvage;  

c. wildlife and habitat protection;  

d. fuel storage and handling;  

e. use of explosives;  
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f. camps and staging;  

g. health, security and safety 

h. social considerations and impacts 

i. liquid and solid waste disposal;  

j. cultural and archaeological sites;  

k. selection of drilling sites;  

l. terrain stabilization;  

m. protection of freshwater horizons;  

n. blow-out prevention plan;  

o. flaring during completion and testing of wells;  

p. Abandonment of Wells;  

q. rig dismantling and site completion;  

r. site restoration;  

s. noise control;  

t. debris disposal; and  

u. protection of natural drainage and water flow.  

v. contingency plans for dealing with Crude Oil spills, fires, accidents and emergencies, 
designed to achieve rapid and effective emergency response 

 

15.10 Contractor shall ensure that (a) the pertinent completed ESHIA studies and plan are made 
available to its employees and to its sub-contractors to develop adequate and proper 
awareness of the measures and methods of environmental, social, safety, security and 
health protection to be used in carrying out Petroleum Operations; (b) the contracts 
entered into between Contractor and sub-contractors relating to Petroleum Operations 
shall include the provisions stipulated herein and any established measures and methods 
for the implementation of Contractor's obligations in relation to the environment under this 
Contract. 

  
15.11  In order to comply with the ASHIA requirements, Contractor shall take all necessary 

preliminary, executive and contingency plans when carrying out Petroleum Operations in 
the Contract Area in line with the Contract, rules and regulations of Iran, and in 
accordance with the Best International Petroleum Industry Practices.  

 
15.12 Where the Contract Area is partly located in areas forming part of certain national parks, 

sanctuaries, mangroves, wetlands of national importance, biosphere reserves and other 
biologically sensitive areas, passage through these areas shall generally not be 
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permitted. However, if there is no passage other than through these areas to reach a 
particular point beyond these areas, N.I.O.C. shall assist Contractor in obtaining 
permission from the appropriate authorities, subject to a biodiversity action plan.  

 
PART V-  

PETROLEUM OPERATIONS, WORK PROGRAMS & BUDGETS AND JOINT MANAGEMENT 

COMMITTEE (JMC) 

 

16  GENERAL PROVISIONS 
 
16.1 Contractor shall carry out Exploration Operations and Appraisal Operations in accordance with 

the Exploration Operations Plan (EOP), Appraisal Operations Plan (AOP) and related annual 

Work Program and Budget approved by the N.I.O.C..  

 

16.2  Joint Operating Company (JOC) shall on behalf and under supervision and responsibility of 

Contractor carry out the Development and Production Operations (DPO) in accordance with the 

Development and Production Plan(s) (DPP), and related annual Work Program and Budget 

approved by N.I.O.C.  

 

16.3 In order to facilitate the transfer of technology and management skills to the joint Iranian 

company, the organization chart of the JOC (whether as an incorporated company or 

agreement) shall be, during the Production Operations of the Contract, based on the rotated 

arrangement. 

 

16.4 Establishment of JOC, and any changes thereon, to conduct Development and Production 

Operations (DPO) of the Field on behalf of and under supervision and responsibility of 

Contractor, as the case may be, shall require the N.I.O.C.ôs prior written approval.  

 

16.5 Contractor shall no later than three (3) Calendar Month prior to the Development and Production 

Operations, establish JOC to conduct the Development and Production Operations of the Field 

under the supervision and responsibility of Contractor in accordance with Appendix ñPò - Joint 

Operating Company Principles and Procedure and Appendix ò Lò Operational Principles and 

Procedures. However, it is understood and agreed that : 

a. Notwithstanding this JOC arrangement, Contractor shall still continue to have the obligation 

Development and Production Operations in accordance with the Contract. Contractor shall 

have the same role in all the planning, decisions, surveillance, and day-to-day conduct of 

Field Development and Production Plan(s) (DPPs). In general, Contractor shall make 

available its managerial and technological skills and personnel to JOC to ensure that 

Development and Production Operations, are performed in accordance with the 

Development and Operations Plan(s) (DPP), Contract and Best International Petroleum 

Industry Practices. In particular, Contractor shall continue to prepare and submit annual 

Work Programs and Budgets for Joint Management Committee (JMC) ratification. The 

establishment of the JOC shall in no way relieve Contractor of its obligations under this 

Contract; and 
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b.  It is not the purpose or intention of this Contract to create, nor shall it be construed as 

creating, any partnership, joint venture, commercial partnership or other partnership 

between the Parties. 

16.6 Contractor, as the case maybe, shall also be subject to the following responsibilities : 

16.6.1 to explore, appraise, develop and produce from the Contract Area in accordance with 

good petroleum industry practices, the Contract, EOP, AOP, DPP, as the case may 

be. 

16.6.2 to keep N.I.O.C. continuously informed in the course of all activities to be performed in 

connection with this Contract and to provide N.I.O.C. with progress reports on the 

Petroleum Operations carried out as well as with a comprehensive final report upon 

the completion of each specific operation. 

16.6.3 to allow and facilitate representatives of N.I.O.C. to inspect at all times its operations 

under this Contract provided that N.I.O.C. provides a reasonable prior written notice to 

Contractor. 

16.6.4 to maintain full records of all activities carried out by the Contractor performed under 

this Contract. 

16.6.5 to maintain necessary books and accounts of its operations in such a manner as to 

present a fair, clear and accurate record and report on a monthly basis of the Petroleum 

Costs, in accordance with the Accounting Procedures. 

16.6.6 to ensure that N.I.O.C. shall be provided at the appropriate time, with, as and when it 

may so require, and within a reasonable time, any and all information in the form of 

accurate copies of maps, sections and reports relating to, geological, geophysical, 

geochemical, drilling and other similar matters relating to the operations authorized 

under this Contract as well as all scientific and technical data resulting from the said 

operations. 

16.7 Contractor, as the case maybe, shall use for Petroleum Operations all the properties acquired, 

created or used in connection with the Petroleum Operations notwithstanding Clause 10.2. 

16.8 Contractor, as the case maybe, shall take all appropriate and necessary measures, in 

accordance with the applicable law of the Contract and the Best International Petroleum 

Industry Practices and Standards to uphold transparency, accountability and the strict 

observance of general business ethics and anti-corruption laws and regulations. Contractor 

shall develop procedures and guidance documents to secure compliance with the above. 

16.9 Not later than three (3) Months from Effective Date of the Contract, Contractor shall, in 

coordination and agreement with N.I.O.C., maintain and develop a list of sub-contractors and 

suppliers (ñVendor Listò) of proven capability and professional experience in accordance with 

the maximum utilization of Iranian Content pursuant to Clause 27 of the Contract. The agreed 

Vendor List may be updated and modified from time to time by the Parties. No sub-contract(s) 

or purchase order(s) in excess éééééééé. Dollars (US$................) shall be awarded to 

a sub-Contractor or supplier that is not approved in the Vendor List. 
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16.10 Contractor, as the case may be, during the Petroleum Operations shall take appropriate action 

to award the subcontract(s) and purchase order(s) through tender process in line with the 

agreed procurement procedure and contracting strategy all in accordance with Clause 16. 

 
16.11 In the event that the result of tender process indicates that the number of the bid proposal 

received is less than three (3), the Parties shall decide for the award based on the bids received. 

The same procedures shall apply where there are three (3) or more bid proposals but less than 

three (3) proposals are valid and unqualified proposal. 

 
16.12 Contractor, as the case may be, shall:  

 
16.12.1 provide all personnel and employees required for the execution of the Petroleum 

Operations, giving first priority to the Iranian nationals, pursuant to Clause 12 of the 

Contract and in line with the Project organization plan envisaged in the Appendix ñIò 

ñCoordination Proceduresò;  

 
16.12.2 utilize the Vendor List on a competitive basis and in accordance with the tendering 

procedures established pursuant to Clause 16.9 of the Contract. Any purchase order 

and sub-contract shall be placed and issued in accordance with approved annual 

Work Programs and Budgets;  

 
16.12.3 award any individual purchase order or sub-contract, in accordance with the Vendor 

List, up to éééé million Dollars (US$.............), provided that details of bids 

received and the basis for the award shall be submitted to N.I.O.C. with each 

Quarterly statement;  

 
16.12.4 recommend to N.I.O.C. for its approval to award any individual purchase order or 

sub-contract above ééé..Dollars (US$ ) in value, where such written approval shall 

not to be unreasonably withheld, provided if the total period taken by the N.I.O.C. 

exceeds fourteen (14) Days then approval of any such purchase order or sub-

contract is deemed to have been provided by the N.I.O.C.. If N.I.O.C. communicates 

within the specified period its non-approval of the award in question, then the matter 

shall be promptly referred to the senior management of the Parties for resolution. The 

issue in dispute shall be settled by the Parties within fourteen (14) Days from such 

referral; 

 
16.12.5  place fixtures and installations inside and outside the Contract Area as necessary to 

carry out Petroleum Operations, in accordance with DPP and approved annual Work 

Program and Budget; and 

 
16.12.6 Not later than three (3) Calendar Months from the Effective Date of the Contract, the 

Parties shall, as per the recommendation of the Joint Management Committee (JMC), 

prepare and finalize the employment procedures and procurement procedures as per 

Appendix òIò- Coordination Procedures. 
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16.13 The Parties agree on the following basis for definitions, standards, references and principles 

hereinafter referred to collectively as operational principles: 

 

a. Definitions: Technical and operational terms shall be deemed to have the meaning agreed 

upon by the Parties. In the event that the Parties do not agree on a common definition, 

the meaning shall be considered to be the one so assigned to such term in the EOP or 

as will be prescribed in the AOP and DPP as may be applicable; 

b.  Standards: Operational standards shall be those as prescribed in the EOP or as will be 

prescribed in the AOP and DPP where applicable; 

c.  References: The references shall be those as prescribed in the EOP or as will be 

prescribed in the AOP and DPP where applicable; and 

d.  Principles: The Maximum Efficient Rate, (M.E.R.) for each well (ñMER wellò) and ñMER 

Reservoirò has the meaning as will be prescribed in the DPP. 

 
16.14  MER for each well, ñMER wellò, shall be the maximum production from that well provided that: 

a. The flowing bottom hole/formation pressure does not go below bubble point pressure 

unless the Reservoir requires otherwise, to be agreed in the DPP; and 

b. The water cut will be as per DPP.  

 
16.15  MER for Reservoir, ñMER res.ò, shall be the most economic production rate, provided that it 

does not adversely affect the final recoverable oil and that it does not assume for any well a 

rate higher than the MER for that well as defined in ééé. above. The Field shall at no time 

be produced at a rate higher than the MER for the Reservoir nor any well be produced at a rate 

higher than its ñMER wellò. 

 
16.16 Contractor shall carry out the Petroleum Operations during the lifecycle of the of the 

Field/Reservoir in accordance with the MER while utilizing the most advanced and modern 

technology for CPMOO (e.g. EOR and IOR) plan in line with the complexities and uncertainties 

of the Field/Reservoir. 

 
16.17 No later than six (6) Calendar Months prior to the commencement date of the Production 

Operations, the Parties shall embark upon producing and agreeing on the following documents 

and procedures in accordance with the operational principles:  

16.17.1 The organization chart for the operation of the Field, including full job descriptions with 

the required academic and experience qualifications of all positions in the organization 

chart and tests for evaluating candidates for each position; 

16.17.2  Operating manuals for all types of activities relating to the production operations; 

16.17.3  Operating manuals for all technical and financial software used or to be used in the 

Project; 
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16.17.4  The maintenance schedule for all facilities, installations, machinery and equipment; 

16.17.5  Health, safety and environment guidelines; and 

 
16.17.6  Field production test procedure for the Quarterly Production testing of the Field in 

accordance with the Development and Production Plan (DPP) and/or Appendix ñLò- 

ñOperational Principles and Proceduresò. 

 
16.18 Contractorôs activities shall be designed to achieve efficient and safe production of Petroleum 

from the Contract Area. Contractor shall ensure that all materials, equipment, and facilities used 

in Petroleum Operations comply with generally accepted engineering norms, are of proper and 

acceptable construction, and are kept in good working order throughout the Term. The Parties 

shall, at least one (1) Year before the expiry of this Contract, agree on a detailed procedure for 

handing-over Petroleum Operations and related facilities to N.I.O.C.. 

 

16.19  Certain services comprising Project management and Reservoir(s) engineering study as 

envisaged in the Exploration Operations Plan (EOP), Appraisal Operations Plan (AOP) and 

Development and Production Plan (DPP), may be conducted by the Contractor and/or 

Contractor's Affiliates through Contractor's In House Special Services (if any), the costs of such 

Contractor's In House Special Services shall not exceed those currently prevailing in the region 

(i.e. neighboring countries) on a competitive and comparable basis. The provision of such 

Affiliate's In House Special Services shall be subject to the ratification of annual Work Program 

and Budget by Joint Management Committee (JMC). 

 
16.20 For oil and gas common fields or structure, that are considered to be the new field for the 

petroleum operations, or are currently under the Development and Production Operations by 

the other side of the field (ñthe Adjacent Party), N.I.O.C. may, based on the Joint Management 

Committee (JMC)recommendation, request Contractor to provide an engagement plan 

commonly discussed with the Adjacent Party for the joint unitization of the field, which shall be 

subject to review and approval of N.I.O.C..  

 
16.21 Any such unitization plan of the field, recommended by Joint Management Committee (JMC) 

and discussed by the Contractor, shall be based on the principles, procedures and instructions 

of N.I.O.C. and in accordance with the delimitation of such common fields or structure that are 

determined or re-determined by the N.I.O.C.. 

 
16.22 It is understood and agreed that any engagement with the Adjacent Party on the said 

unitization plan by the Contractor or any failure of Contractor to engage with the Adjacent Party 

for the unitization plan, shall not prevent N.I.O.C. from direct negotiation with the Adjacent Party 

in order to jointly develop and operate the field.  

 
16.23 Where such negotiation resulted to the joint unitization plan agreed with the Adjacent Party, 

then Contractor shall be obliged either to carry on with the petroleum operations based on the 

newly agreed unitization plan or relinquish from the petroleum operations of the field. 
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16.24 Based on the Contract and its Appendices, Contractor, as the case may be, shall : 

 
16.24.1  submit to N.I.O.C. for its review and approval within ninety days (90) Calendar Months 

from the Effective Date, inter alia, the details of the following items for Petroleum 
Operations of the Field: 

 
a. Annual Work Program and Budget;  
b. Training program; 
c. Employment Policy; 
d. Contracts strategy and Procurement policy; 
e. Maximum utilization of Iranian Content Plan ; and 
f. Transfer of Technology Plan. 
 

16.24.2 submit to Joint Management Committee (JMC)for its review and taking decision within 
ninety days (90) Calendar Months from the Effective Date, inter alia, the details of the 
following items for Petroleum Operations of the Field: 

 
a. Personnel Policy; 
b. Chart of Accounts; 
c. Project definition; 
d. Project Scope; 
e. Project execution plan; 
f. Organization and resource plans; 
g. QA and HSE plans; 
h. Accounting system: and 
i. Project management system and reporting. 

 
16.25 It is understood and agreed that the above items shall be completed by Joint Management 

Committee (JMC) in line with the requirements of the Exploration Operations, Appraisal 

Operations, Development and Production Operations. However, in the event that any such 

items are not completed by Joint Management Committee (JMC) within the said ninety (90) 

Days from the Effective Date, it shall not jeopardize the project execution or cause any delay in 

the performance of Exploration Operations and Appraisal Operations. 

 
16.26 In the event N.I.O.C. decides that the Production Operations of the Field/Reservoir which is 

concurrently under the Production Operations, to be carried out by the N.I.O.C.ôs 

Affiliate/Subsidiary (subject to the Approval of the Ministry of Petroleum), Contractor shall, upon 

the written request of N.I.O.C, enter into the Joint Operation Agreement with such N.I.O.C.ôs 

Affiliate/Subsidies under the following qualifications: 

 
16.26.1 Contractor shall render its technical, financial, legal and expertise supports for the 

performance of the Production Operations; 

 
16.26.2 Contractor shall procure spare parts and consumable items and be responsible for the 

Production Operations;  
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16.26.3 N.I.O.C.ôs Affiliate/Subsidiary shall have an obligation to carry out such Production 

Operations of Field/Reservoir in accordance with all technical and expertise 

requirements and operational plan as set out by the Contractor.  

 
   However, if N.I.O.C.ôs Affiliate/Subsidiary fails to carry out such Production Operations as per the 

technical and expertise requirements and operational plan, set out by the Contractor, N.I.O.C. will 

be in a breach of its obligations under this Contract 

 
17 PETROLEUM OPERATIONS 

 
Contractor shall conduct the Petroleum Operations under this Contract and shall be responsible for 
the conduct of such operations as per the following provisions: 

 
17.1 Exploration Operations 

 
17.1.1 For the purpose of exploring potential Crude Oil and/or Natural Gas within the Contract 

Area during the Exploration Operations, Contractor shall use latest Exploration 
Operations techniques and know-how, consistent with Best International Petroleum 
Industry Practices. The works and services necessary for the Exploration Operations 
shall include but not be limited to the:  
 
a. Objectives expected to be achieved;  

b. Geological, topographical, geophysical, petrophysical, geochemical surveys, 2D 
or/and 3D seismic studies and acquisition; 

c. drilling exploration well(s) operations; 

d. Reservoir evaluation 

e. Proposed location maps for any seismic lines to be acquired;  

f. Proposed acquisition geometries and parameters for any seismic lines to be acquired;  

g. Detailed location maps and geological cross-sections for Exploration Operations wells 
and horizons of interest;  

h. Any ESHIA activities to be conducted;  

i. Any access, transportation or utility requirements.  

j. ééééééééééééééé 

 

17.1.2 The Minimum Exploration Works Obligations under the Exploration Operations Plan and 
Works Program and Budget shall include the followings: 

 
a. Geological, topographical, geophysical, geochemical, and geochemical surveys,  

b. 2D and/or 3D seismic studies and acquisition; 

c. drilling exploration well(s) operations (if any);  

d. Reservoir evaluation (if any) 
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17.1.3 The Minimum Exploration Expenditure Obligations related to the Minimum Exploration 
Works Obligations is US$ éé. million.  

 
17.1.4 Contractor shall, at least ééé. (é..) Calendar Months before the expiry of the 

Exploration Operations Phase, or any extension thereof, provide N.I.O.C. with a report 
evidencing that the Minimum Exploration Expenditure Obligation has been fully 
performed, or is in the course of being completed.  

 
17.1.5 In the event that upon the expiry of the Exploration Operations Phase or any extension 

thereof, Contractor has not fulfilled the Minimum Exploration Works Obligations and has 
not expended the Minimum Exploration Expenditure Obligations or if Contractor decided, 
for any reasons, not to continue the Exploration Operations, Contractor shall pay to 
N.I.O.C. within thirty (30) Calendar Days the remaining unexpended balance, by direct 
transfer to N.I.O.C.ôs nominated account, in the manner provided for in Clause 14 of the 
Accounting Procedures. 

 
17.1.6  Notwithstanding the preceding paragraph, in the event that upon the expiry of the 

Exploration Operations Phase or any extension thereof, Contractor has fulfilled the 
Minimum Exploration Works Obligations to be ratified by Joint Management Committee 
(JMC) and approved by the N.I.O.C., but has not expended the Minimum Exploration 
Expenditure Obligations, N.I.O.C. shall not be entitled to receive the remaining 
unexpended balance of such Minimum Exploration expenditure Obligations in a 
commercial Field established by that date. 

 
17.1.7 In the event that the Exploration Operations are resulted to a discovery of Petroleum or 

Commerciality of the Field, then the Parties shall, if required, discuss and agree on the 
Appraisal Operations for the establishment of the Commerciality of the Field in the former 
or carrying out with the Development and Production Operations of the Field in the latter, 
pursuant to Clause 17.2 of the Contract. 

 
17.1.8 If by the end of the Exploration Operations Phase and any extension thereof, no 

Commerciality of the Field has been established based on the Contract, this Contract 
shall be deemed as discharged by the Parties and there shall be no repayment obligation 
whatsoever by the N.I.O.C. with respect to any expenditures or any costs incurred by the 
Contractor.  

 
17.1.9 Contractor shall deliver to the N.I.O.C. upon signing the Contract a performance bank 

guarantee in accordance with the specimen provided in the Appendixéééé..from a 
prime bank acceptable to the N.I.O.C. for an amount equal to twenty percent (20%) of 
the total Minimum Exploration Expenditure Obligation for Minimum Exploration Works 
Obligation. Such guarantee shall be annually adjusted base of Contractorôs performance 
of Minimum Exploration Works Obligation.  

 
17.2 Appraisal Operations 

 
17.2.1 In the event of the discovery of Petroleum in the Field, Contractor shall, for the purpose 

of Commercial Field, submit the Appraisal Operations Plan (AOP) to Joint Management 
Committee (JMC) for its review and to the N.I.O.C. for its approval which shall not be 
withheld by the N.I.O.C. more than thirty (30) Days. However, if such proposed plan is 
not approvedby the N.I.O.C. within the aforesaid period, Contractor shall revisit and 
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amend such plan based on the N.I.O.C.ôs recommendation, and re-submit it for N.I.O.C 
approval no later than thirty (30) days from the day when the N.I.O.C.ôs recommendation 
is submitted to Contractor. 

17.2.2 During the Appraisal Operations pursuant to Clause 17.2 of the Contract, Contractor 
shall be obliged to provide or arrange to provide all required works and services 
necessary to execute Appraisal Operations as defined in the Appraisal Operations Plan 
(ñAOPò) for the works and services including but not limited to the geological, 
geophysical, aerial and any other surveys and any interpretation of data relating thereto 
and the drilling of such shot-holes, core holes, stratigraphic tests, holes for the appraisal 
Petroleum and other related holes and wells, the production testing, PVT and core 
analyses, porosity, permeability, reservoir pressure and crude oil saturation. 
 

17.2.3 During the Appraisal Operations Phase, Contractor shall carry out the works and 
services as detailed in the AOP to appraise the extent of the Reservoir(s) or the volume 
of the hydrocarbon reserves if the appraisal concerns an existing discovery in the 
Contract Area. 

 
17.2.4 Where time is insufficient to complete the Appraisal Operations on a discovery of 

Petroleum made shortly before the end of the Appraisal Period or any extension thereof, 
Contractor may request N.I.O.C. to grant an extension in order to complete such 
Appraisal Operations for the achievement of the Commerciality of the Field. 

 
17.2.5 If by the end of the Appraisal Operations Phase, no Commercial Field has been 

established based on the Contract, this Contract shall be terminated by the Parties and 
there shall be no repayment obligation whatsoeverby the N.I.O.C. with respect to any 
expenditures or any cost incurred by the Contractor.  

 
17.2.6 In the event that the Commerciality of the Field is established at the end of the Appraisal 

Operations Phase, then only those parts of the Contract Area shall remain at the disposal 
of Contractor for Development and Production Operations which are specified in the 
Development and Production Plan(s) (ñDPPò). 

 
17.2.7 As soon as Contractor comes to the conclusion that its Appraisal Operations have 

resulted in the discovery of Petroleum reserves capable of commercial production, it 
shall submit to Joint Management Committee (JMC) and N.I.O.C. a notice of the 
discovery and its commerciality together with a detailed report evidencing such 
conclusion both technically and commercially. To the extent available, Contractor shall 
provide all information and reports which may be required to satisfy Joint Management 
Committee (JMC) and N.I.O.C. that the criteria concerning commerciality of the 
discovery are duly observed and fulfilled. 

 
17.2.8 Contractorôs reports that to be submitted to Joint Management Committee (JMC) and 

N.I.O.C. under this Clause shall clearly set out the relevant technical data and 
information including, but not limited to, the followings: 

 
a. geological and geophysical information, thickness of the producing zones, depth of 

different fluid contacts, petrophysical properties of reservoir rock, PVT analysis data 
of reservoir fluids, and potential annual production capacity of each well, the 
characteristics and the relevant analysis of the Petroleum discovered, and the depth, 
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pressure, temperature and other characteristics of the reservoir and the fluids 
contained therein; 

 
b.  The determination of eventual and/or potential commerciality shall be based on 

relevant economic criteria, including but not limited to the potential crude oil production 
rates, crude oil prices, costs of the Petroleum Operations as well as any other relevant 
criteria envisaged in Clause 20. 

 
c. any other relevant facts relied upon by the Contractor and conclusions drawn 

therefrom; and 
 

d. opinion(s) expressed by the expert(s) entrusted with the relevant operations. 
 

17.2.9 Joint Management Committee (JMC) shall review and examine the said reports and, if it 
determines that such reports evidence fulfillment of the provisions of Clauses 17 and 20, 
it shall confirm that a Commercial Field has been established. The decision of Joint 
Management Committee (JMC) shall be submitted to N.I.O.C. for its approval. If N.I.O.C. 
does not reply to Contractor within thirty (30) Calendar Days of the submission of the 
Joint Management Committee (JMC) confirmation, the Joint Management Committee 
(JMC) decision shall be deemed approved by the N.I.O.C. and thereupon the Appraisal 
Operations shall be closed. 

 
17.2.10 Exploration and Appraisal Expenditures shall be reimbursed to Contractor only if a 

Commercial Field as specified in Clause 20 is established and Contractor carried out 
Development and Production Operations, in which event such reimbursement shall be 
made in the manner laid down in Clause 25 hereof.  

 

17.3 Development and Production Operations (DPO) 
 

17.3.1 No later than Ninety (90) Calendar Days from confirmation of establishment of a 
Commercial Field by the N.I.O.C., Contractor shall prepare and submit the Development 
and Production Plan (DPP), while taking into account the Overall Plan for the Petroleum 
Operations, to Joint Management Committee (JMC) for ratification and N.I.O.C. for 
review and approval. Such Development and Production Plan(s) (DPP) shall be 
presented to N.I.O.C. base on available data, information and knowledge of Reservoir(s) 
data within Contract Area. The Development and Production Plan (DPP) shall include 
the following: 

 
a. a program designed to achieve First Production of Crude Oil or First Production of 
Natural Gas as soon as possible but no later than éé.. (é..) Years from approval of 
the Development and Production Plan (DPP);  

 
b. an annual Work Program and Budget for the remainder of the current Calendar Year; 

 
c.  Objectives of the Development and Production Operations; 

 
d. The production targets and Plateau Rates;  

 
e.  Investment required plan; 
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f. General levels of the work breakdown structure and cost-break down structure; 
 

g.  Time break down structure; 
 

h. Facilities, installations and pipelines required for the production, treating, 
transportation, processing, and delivery of Petroleum; 
 

i. Forecast of annual production and an estimate of relevant investments involved; 
 

j. A description of any Petroleum processing and Delivery Point; 
 

k. Drilling and completion of well, drilling and completion of water or Natural Gas injection 
wells, if any and drilling and completion of water disposal wells, if any; 
 

l. Laying of export pipelines inside or outside the Contract Area to the storage facility or 
Delivery Point, if any; 
 

m. Summary of reservoir studies; 
 

n. Plan for the utilization of Associated Natural Gas; 
 

o. Any other operations not expressly provided for in this Contract but reasonably 
necessary for Development and Production Operations and delivery of Petroleum 
produced, in accordance with Best International Petroleum Industry Practices. 
 

p. The optimization of the economic benefit of the Field in the Contract Area, maximum 
economic production rates from the Field provided the maximum recovery of 
Petroleum obtained from the Reservoir(s) in the Field avoiding excessive rates of 
decline of production or loss of pressure; 
 

q.  Production schedule shall comprise the reservoir pressures at which the economics 
of the Field development justify and that it does not assume for any well a rate higher 
than the Maximum Efficient Rate ñMER; 
 

r. Geological, reservoir, engineering, economic and health, safety and environmental 
principles, all in accordance with the Best International Petroleum Industry Practices, 
and with the objective of optimizing production; and  
 

s.  Development and the production targets and the use of adequate methods and 
processes to obtain the maximum volume of recoverable reserves of Petroleum, 
optimum recovery factor for the reserves. 

 
17.3.2 Pursuant to 17.3.1., if such proposed plan is not approved by the N.I.O.C. within the 

aforesaid period, N.I.O.C. may propose amendments or modifications to the 
aforementioned Development and Production Plan for the Field, by notice to the 
Contractor within Thirty (30) Days following receipt of the relevant plan. Such notification 
shall set out the reasons for the amendments or modifications proposed by the N.I.O.C. 
.Contractor shall revisit and amend such plan based on the N.I.O.C.ôs recommendation, 
and re-submit it for N.I.O.C approval no later than thirty (30) Days following the day when 
the N.I.O.C.ôs recommendation is submitted to Contractor.  
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17.3.3  In the event Contractor does not submit the Development and Production Plan for the 
Field within the ninety (90) Days period referred to in Clause 17.3.1 and/or not prepared 
in compliance with the requirements thereof, and unless otherwise agreed, N.I.O.C. may 
extend such submission period of Development and Production Plan for the Field, if 
Contractor fails to submit the Development and Production Plan for the Field at the end 
of ninety (90) Days and any extension thereof, then N.I.O.C. shall have the right to 
terminate this Contract, and no expenditures incurred and/or paid by the Contractor shall 
be recoverable. 

 
17.3.4 Following submission to Joint Management Committee (JMC) and N.I.O.C. of the 

proposed DPP, Contractor shall provide such further information as is reasonably 
available to it and as Joint Management Committee (JMC) or N.I.O.C. needs to evaluate 
the proposed DPP. 

 
17.3.5 In the event that the proposed Development and Production Operations Plan (DPP) has 

not been approved by the N.I.O.C. or in the event that any instructions issued by the 
N.I.O.C. have not been accepted by the Contractor for incorporation in the DPP, the 
matter shall be referred to the Partiesô senior management with the aim of finding proper 
a solution. 

 
17.3.6 Contractorôs activities shall be designed to achieve efficient and safe production of 

Petroleum from the Contract Area. Contractor shall ensure that all materials, equipment, 
and facilities used in Development and Production Operations comply with generally 
accepted engineering norms, are of proper and acceptable construction, and are kept in 
a sound and good working order throughout the Term of the Contract.  

 
17.3.7 When results of Data obtained during the Development and Production Operations 

require certain modifications, then, Contractor shall propose such modification to 
N.I.O.C. for its review and approval.  

 
17.3.8 Contractor shall propose further Development Operations during the Production 

Operations for the Capacity Pressure Maintenance Operations for Oil (ñCPMOOò) 
including IOR and EOR operations for Crude Oil Field, to Joint Management Committee 
(JMC) for its review and N.I.O.C. for its approval. In the event any such proposal is 
approved by the N.I.O.C., Contractor shall be obliged to carry out the approved such 
plan. The actual cost of such performance by the Contractor and relevant Fee shall be 
payable to Contractor in accordance with Clause 25 of the Contract. 

 
17.3.9 N.I.O.C. shall have the right to review the proposed level of production in respect of any 

proposed or approved annual Work Program and may, upon written notification, require 
Contractor to increase or decrease the rate of production from the Field for any of the 
following reasons: 

 

a. To avoid material damage to reservoirs; 
 

b. For health, safety or environmental considerations; 
 

c. For short-term operational requirements; 
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d. For production curtailment imposed by the N.I.O.C.; and 
 

e. For any curtailments through no fault of Contractor due to mechanical failure of 
transportation network of Petroleum delivery system. 
 

17.3.10 Not later than the twentieth (20th) day of first Calendar Month of each Calendar Quarter, 
the Joint Operation Company (JOC) shall provide Contractor with a detailed written 
estimate of total budget required for the Development and Production Operations to be 
available for the succeeding Calendar Quarter expressed in US Dollars, in accordance 
with approved annual Work Programs and Budgets. Such estimate budget shall take 
into consideration any budget required for the Development and Production Operations 
in the succeeding Calendar Quarter. Contractor shall provide such estimated budget 
and financial resource to be utilized for Development and Production Operations as per 
requested and instruction of Joint Operating Committee (JOC) for the succeeding 
Calendar Quarter on the first (1st) day of the third Calendar Month of each Quarter. 

 
17.4 Hand Over of the Contract Area, the Field and JOC to N.I.O.C. 

 
 The Contract Area and the Field as well as the JOC, which has been established for the purpose of the 

Development and Production Operations of the Field, shall be Handed Over by the Contractor 
to N.I.O.C. upon the expiry date of the Term of this Contract. In order to arrange and facilitate 
the smooth, easy and gradual transfer of the Contact Area, the Field and JOC to N.I.O.C., the 
Parties shall, at least one (1) Year before the expiry of this Contract, agree on a detailed 
procedure for the Handing-Over of the Contract Area, the Field, JOC and any other related 
facilities and operations under this Contract to N.I.O.C.. 

 
18 WORK PROGRAM AND BUDGET 

 
18.1 The first exploration Work Program and Budget shall be provided in the Exploration Operations 

Plan, detailing the duration and activities to be performed and the cost to be incurred during the 
current Calendar Year of the Exploration Operations Phase ending on December 31. For the 
aftermath Calendar Year, and for subsequent Calendar Years, Contractor shall submit an 
annual exploration Work Program and Budget to N.I.O.C. by no later than the end of October 
for its review and approval.  

 

18.2 Any revision in the proposed Exploration Operations Plan referred to in Clause 3.and the related 
revised annual exploration Work Program and Budget shall be subject to the review and 
approval of N.I.O.C..  

 
18.3 No later than thirty first (31st) October of each Calendar Year, Contractor shall propose and 

submit the annual Work Program and Budget for the Petroleum Operations to N.I.O.C., as the 
case may be, for its review and approval for which Contractor shall carry out during the next 
Calendar Year. Each annual Work Program and Budget proposed by the Contractor for the 
Petroleum Operations of the current Calendar Year shall be accompanied by a proposed 
notional work program and budget as estimated by the Contractor for the succeeding Year. In 
the event that the Parties shall not be able to update or finalize the succeeding Year work 
program and budget, then, such notional work program and budget will be used by the Parties 
for the purpose of the Petroleum Operations.  
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18.4 N.I.O.C. shall review the Contractorôs proposed annual Work Program and Budget within thirty 
(30) Calendar Days of the receipt of the annual Work Program and Budget. N.I.O.C. shall either 
agree and ratify the proposed annual Work Program and Budget by the Contractor or return the 
same to the Contractor with recommended clarifications and revisions within the aforesaid 
period. 

 
18.5 Contractor shall, within fourteen (14) Calendar Days from the receipt of the recommendation 

from N.I.O.C., revise and re-submit the annual Work Program and Budget to N.I.O.C. for its 
review and approval within fourteen (14) Calendar Days from the receipt of the revised version 
of the annual Work Program and Budget. 

 
18.6 N.I.O.C. shall discuss and ratify the Contractorôs annual Work Program and Budget and its 

revision (if any) prior to December 1st of the current Calendar Year, and shall immediately 
furnish the annual Work Program and Budget to Contractor for its implementation of the 
Petroleum Operations.  

 
18.7 N.I.O.C. shall make their best endeavor to conclude and ratify the Contractorôs proposed annual 

Work Program and Budget in accordance with the provisions of the Contract and the relevant 
EOP, AOP and DPP. 

 
18.8 After the approval of the annual Work Program, it shall be implemented by the Contractor in 

accordance with the Contract and under the supervision and control of the N.I.O.C. Contractor 
may make minor changes to that annual Work Program and Budget if those changes have no 
effect on the objectives of the Petroleum Operations, as described in the EOP, AOP and DPP, 
provided that such changes shall not change the total approved Budget for any Calendar Year 
by more than ten percent (10%). Contractor shall provide N.I.O.C. the reasons and justifications 
underlying such changes for N.I.O.C. for its review and approval. 

 
18.9 Should Contractor anticipate, at any point during a Calendar Year, that an increase or decrease 

of the total Budget for any Calendar Year will, as a result of the said changes, exceed such 
percentage, Contractor shall immediately advise N.I.O.C. of the issue. 

 
19  JOINT MANAGEMENT COMMITTEE (JMC) 

 
19.1 In order to monitor, coordinate, control and supervise of the Petroleum Operations, the Parties 

shall, within thirty (30/60) Calendar Day from the Effective Date, establish the Joint 

Management Committee (JMC), which shall function under this Contract until the end of the 

Term of the Contract. 

 
19.2 The Joint Management Committee (JMC) shall have the following duties and authorities related 

to the Petroleum Operations under the provisions of the Contract:  

 
a. recommendation of Exploration Operations Plan (EOP), Appraisal Operations Plan (AOP) 

and Development and Production Plan (DPP), as proposed by the Contractor, and any 

revisions thereof for N.I.O.C.ôs review and approval;  

b. recommendation of Commerciality of the Field, as declared by the Contractor, for N.I.O.C.ôs 

review and approval ;  
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c.  confirmation of the annual Work Programs and Budgets, and any revisions thereof for 

N.I.O.C.ôs review and approval;  

d. recommendation of training programs for integrating Iranian personnel nominated by the 

N.I.O.C. into various aspects of Petroleum Operations, pursuant to Clause 12 of the Contract, 

for N.I.O.C.ôs review and approval;  

e. recommendation of employment and personnel policy, contracting strategy and procurement 

procedures for N.I.O.C.ôs review and approval; 

f.  carrying out technical and commercial evaluation of bids received pursuant to Clause 16 of 

the Contract;  

g. technical and commercial evaluation of bids received and taking decision on the award of 

contracts to sub-contractors and purchase orders as the case may be, pursuant to Clause 

16 of the Contract if any; 

h. general monitoring, control and supervision of the implementation of the approved EOP and 

AOP and the relevant Work Program and Budget;  

i. taking decision on organization chart of Contractor;  

j. monitoring, controlling and supervising technical, technological, financial, operational, 

commercial, contractual, environmental, legal and managerial aspects of the Petroleum 

Operations in line with the EOP, AOP and DPP and related annual Work Program and Budget 

respectively.  

k. recommendation of the appointment of the independent auditor pursuant to Clause 26 for 

N.I.O.C.ôs review and approval 

l. Confirmation of the Petroleum Costs incurred and paid by the Contractor and COM accrued 

if any, in accordance with the audit report pursuant to Clause 26 of the Contract;  

m. To verify and supervise the accounting of Petroleum Costs, expenses and expenditures and 

the conformity of the operating and accounting records with the rules established in this 

Contract, in accordance with the provisions of the Accounting Procedures; 

n. monitoring, controlling, supervising and assess the Iranian local content requirements and 

the amounts of such content achieved by the Contractor under the Contract;  

o. establishment of the sub-committees of the Joint Management Committee (JMC), as may be 

necessary, to review and provide recommendations regarding technical, technological, 

financial, operational, commercial, contractual, environmental, legal and managerial aspects 

and any other matters assigned to by Joint Management Committee (JMC) in respect of the 

Petroleum Operations; and 

p. Confirmation of Quarterly the Petroleum Costs recovery and Fee in accordance with Claus 

25 of the Contract.  

q. Ratification of the execution plan proposed by the Contractor in line with the approved annual 

Works Program and Budget under the risk and responsibility of Contractor  
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19.3 Pursuant to Clause 19.2, it is understood and agreed that the above items shall be completed 

by the Joint Management Committee (JMC) in line with the requirements of Petroleum 

Operations. However, in the event that any such items are not completed by the Joint 

Management Committee (JMC) within the ninety (90) Days from the Effective Date, it shall not 

jeopardize the project execution or cause any delay in the performance of Petroleum 

Operations. 

 
19.4 The following rules shall apply with respect to the Joint Management Committee (JMC) and 

meetings thereof: 

  
a. The Joint Management Committee (JMC) shall be comprised of six (6) members during the 

Petroleum Operations. N.I.O.C. and Contractor shall each nominate three (3) members 

equally;  

b. Each Party shall appoint and advise the other Party in writing of the names of its members 

and up to an equal number of alternates simultaneously;  

c. Each Party shall have the right at any time to substitute other persons as its Joint 

Management Committee (JMC) members or alternates by notifying the other Party in writing; 

d. Each Party shall be entitled to cast one vote per member on matters to be decided by the 

Joint Management Committee (JMC); 

e. In the absence of a member, an alternate shall represent the Party in question and shall have 

full power to act for the said member, including casting such memberôs vote; and 

f. The quorum required for valid meetings of Joint Management Committee (JMC) during the 

Exploration Operations Phase, Appraisal Operations Phase, Development and Production 

Operations, shall be collectively ééé. (éé..) members, that is ééé.. (ééé) members 

(or their alternates) of each Party. 

19.5 The chairman of the Joint Management Committee (JMC) (the ñChairmanò) shall be one of the 

Contractorôs members from the Effective Date until the end of the first full Calendar Year 

following the Effective Date. Thereafter, the chairmanship shall rotate between N.I.O.C. and 

Contractor annually during Petroleum Operations, unless otherwise agreed by the Parties.  

 

19.6 The secretary to the Joint Management Committee (JMC) (the ñSecretaryò) shall be one of the 

Contractorôs members until the end of the first full Calendar Year following the Effective Date. 

Thereafter, the secretary shall rotate between Contractor and N.I.O.C. annually during the 

Petroleum Operations, unless otherwise agreed by the Parties. The Secretary shall be 

responsible for the preparation and circulation of minutes following each meeting. Such minutes 

shall be agreed by Joint Management Committee (JMC) 

 
19.7 The secretary to the Joint Management Committee (JMC) (the ñSecretaryò) shall be one of the 

Contractorôs members until the end of the first full Calendar Year following the commencement 

date of Development and Production Operations. Thereafter, the secretary shall rotate between 

Contractor and N.I.O.C. annually during Development and Production Phase, unless otherwise 

agreed by the Parties. The Secretary shall be responsible for the preparation and circulation of 
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minutes following each meeting. Such minutes shall be agreed by Joint Management 

Committee (JMC). 

 
19.8 The Joint Management Committee (JMC) shall meet in Iran or other place(s) as decided by the 

members of such committees. All meetings and written notices as well as minutes of the 

meetings shall be in the English language. The Joint Management Committee (JMC) shall hold 

regular meetings four (4) times per Calendar Year, but may meet more often by mutual 

agreement of the Parties. N.I.O.C. and Contractor shall be free to suggest items for the agenda 

for such meetings. The Chairman shall through Secretary will distribute the agenda to the 

Parties at least fourteen (14) Calendar Days before the meeting for perusal and comments. 

Prior to adjournment of any meeting the Secretary shall prepare a record of any and all 

decisions taken at the meeting, which shall be signed by all the members or alternates present. 

Within fourteen (14) Calendar Days after the closing date of the meeting, the Secretary shall 

distribute complete minutes of the meeting. The cost of Joint Management Committee (JMC) 

shall be included and recorded as DCC in accordance with Clause 8.1.13 of Accounting 

Procedure. 

 
19.9 All decisions of the Joint Management Committee (JMC) must be made by unanimous vote of 

all members to be valid and binding upon the Joint Management Committee (JMC). In the event 

that the Joint Management Committee (JMC) is unable, after exhausting all avenues of 

discussion and review, to reach a unanimous decision on any matter under the Contract, the 

Parties shall agree to seek the guidance and counsel of their respective senior management, 

and said management shall endeavor to resolve the issue within thirty (30) Calendar Days.  

 
19.10 At the request of N.I.O.C. or Contractor, a decision may be made by correspondence in respect 

of issues which require urgent decision of the Joint Management Committee (JMC). In such a 

case, N.I.O.C. or Contractor shall send to the Chairman of the Joint Management Committee 

(JMC) a written notice requesting a particular decision to be urgently taken by the Joint 

Management Committee (JMC). The Chairman shall serve all members of the Joint 

Management Committee (JMC) with a notice containing the issue to be considered and the 

decision to be taken by the Joint Management Committee (JMC). Within two (2) Calendar 

Days, the Chairman shall confirm that every member has received his notice. When all 

members of the Joint Management Committee (JMC) have informed the Chairman in writing 

of their agreement to the decision requested, the decision is considered as taken by the Joint 

Management Committee (JMC). If, within ten (10) Calendar Days from the time of confirmation 

of receipt of the notice, no response has been received from one or more members, it is 

deemed that such member or members have agreed to the decision requested. Within two (2) 

Calendar Days from receiving the agreement of the members or from the elapse of the above 

ten (10) Calendar Days, the Chairman shall inform the members of the decision taken by the 

Joint Management Committee (JMC). Such a decision taken by correspondence shall be 

regarded as valid Joint Management Committee (JMC) decision. 

 
20 COMMERCIAL FIELD 
 

20.1 Within thirty (30) Calendar Days of completion of approved Exploration Operations and/or 

Appraisal Operations referred to Clauses 3 and 17, Contractor shall submit to Joint Management 

Committee (JMC) a written commercial report which indicates that the Exploration Operations 
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and/or Appraisal Operations have resulted in a discovery of Petroleum, thus the Field can be 

declared as a Commercial Field. In the event that one field alone cannot be declared as 

commercial but two or more Fields together, then such fields within the Contract Area will be 

collectively declared as a Commercial Field. Joint Management Committee (JMC) shall further 

submit a detailed report on its conclusion to N.I.O.C. not later than ninety (90) Calendar Days 

for its review and approval. 

20.2  The Contractor's commercial report to be submitted to Joint Management Committee (JMC) 

and N.I.O.C. under Clause 20.1 above shall clearly set out the relevant technical data as the 

following:  

a. Geological and geophysical information, thickness of producing zones, depth or depths of 

different fluid levels, petrophysical properties of reservoir rock, PVT analysis data of reservoir 

fluids and annual potential productive capacity of the reservoir, anticipated production, the 

daily potential productive capacity of each well, the depth, pressure, The characteristics and 

the relevant analysis of the Petroleum discovered and other characteristics of the reservoir 

and the fluids contained therein. 

b.  Any other relevant facts and Data relied upon by the Contractor and conclusions drawn 

therefrom and opinions expressed by the expert(s) entrusted with the relevant operations. 

c. Economic criteria and analysis, including but not limited to the potential crude oil production rates, 

crude oil prices, costs of the Petroleum Operations and any other relevant criteria which support 

technicality, operationality, commerciality and marketability of the Field in accordance with the 

example provided in the Appendix ñJò hereof.  

20.3 N.I.O.C. shall examine the report referred to in Clause 20.1 within thirty (30) Calendar Days to 

determine whether a Commercial Field within the meaning of this Contract as defined in Clause 

20.4.or Clause 20.5.has been established. 

20.4 For the purpose of this Contract, a Crude Oil Field shall be considered as a Commercial Field 

only if the quantity of the marketable Crude Oil (and its Associated Gas, where applicable) is 

sufficient enough to make the Petroleum Operations of the Field technically, operationally and 

commercially viable in accordance with the following criteria:  

20.4.1. Series of cash outflows (negative) composed of the followings shall be taken into account 

for the purpose of establishing a Commercial Field during the lifecycle of the Project, i.e. 

during éé. (ééé) Calendar Years: 

a. Exploration Operations Expenditures and Appraisal Operations Expenditures as 

actually incurred and paid in each Calendar Year during the Exploration and Appraisal 

Phases under this Contract up to the establishment of a Commercial Field;  

b. The necessary expenditures to be incurred and paid for the completion of the 

Exploration and Appraisal Operations;  

c. Development Operations expenditures expected to be incurred and paid during the 

Development Operations;  

d. Production Operations expenditures expected to be incurred and paid during the 

Production Operations including the Operating Costs;  
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e. Further Development and Production Operations expenditures (if any) expected to be 

incurred and paid during the further Development and Production Operations including 

Capacity & Pressure Maintenance Operations for Oil (CPMOO); and 

f. any other costs and expenditures to be incurred and paid as may be necessary for the 

Petroleum Operations of the Field. 

20.4.2. For the purpose of the establishment of the Commercial Field pursuant to Clause 20.4.1., 

the Petroleum Costs, comprising of the Direct Capital Costs ("DCCò), Indirect Costs 

("IDCò), Cost of Money (COM) and Operating Costs (ñOpexò), and the relevant Fee Per 

Barrel (FPB) shall be taken into account. 

20.4.3. A series of cash inflows (positive) composed of the annual Deemed Revenue of Crude 

Oil from the sales of the volume of Crude Oil and Associated Gas (if applicable) to be 

produced from the Field shall be calculated in accordance with Long Term Crude Oil 

Sales/Delivery Agreement during ééé (ééé.) Calendar Years.  

20.4.4. The series of cash flows so obtained shall be added and algebraically summed up year 

by year to calculate a series of net cash flow values at a discount rate of é??????? 

percent (é..%). 

20.4.5. If the result of the algebraic sum of the discounted values is a positive quantity, N.I.O.C. 

shall review and approve that a Commercial Field is established. 

20.5 For the purpose of this Contract, a Natural Gas Field and/or Condensate Field shall be 

established as commercial when the quantity of Natural Gas and/or Condensate foreseen as 

producible there from is such that delivery of Natural Gas (and Non associated Gas, If applicable) 

to the Delivery Point(s) is sufficient enough to make the Petroleum Operations of the Field 

technically, operationally and commercially viable in accordance with the following criteria:  

20.5.1. Series of cash outflows (negative) composed of the followings shall be taken into account 

for the purpose of establishing a Commercial Field during the lifecycle of the Project, i.e. 

during éé. (ééé) Calendar Years: 

a. Exploration Operations Expenditures and Appraisal Operations Expenditures as 

actually incurred and paid in each Calendar Year during the Exploration and Appraisal 

Phases under this Contract up to the establishment of a Commercial Field;  

b. The necessary expenditures to be incurred and paid for the completion of the 

Exploration and Appraisal Operations;  

c. Development Operations expenditures expected to be incurred and paid during the 

Development Operations;  

d. Production Operations expenditures expected to be incurred and paid during the 

Production Operations including the Operating Costs;  

e. further Development and Production Operations expenditures (if any) expected to be 

incurred and paid during the such operations including Capacity & Pressure 

Maintenance Operations for Oil (CPMOO); and 



 

 
 

IPC  (E&P) / final version / steering committee / 11.18.15  

 

 

f. any other costs and expenditures to be incurred and paid as may be necessary for the 

Petroleum Operations of the Field. 

20.5.2.  For the purpose of the establishment of the Commercial Field pursuant to Clause 

20.5.1., the Petroleum Costs, comprising of the Direct Capital Costs ("DCCò), Indirect 

Costs ("IDCò), Cost of Money (COM) and Operating Costs (ñOpexò), and the relevant 

Fee Per Thousand Standard Cubic Feet (FPMscf) shall be taken into account. 

20.5.3. A series of cash inflows (positive) composed of the annual Deemed Revenue of Natural 

Gas and/or Condensate from the sales of the volume of Condensate and non Associated 

Gas (if applicable) in accordance with the Gas Revenue Calculation during ééé 

(ééé.) Calendar Years.  

20.5.4. The series of cash flows so obtained shall be added and algebraically summed up year 

by year to calculate a series of net cash flow values at a discount rate of 

é??????é..percent (é..%). 

20.5.5. If the result of the algebraic sum of the discounted values is a positive quantity, N.I.O.C. 

shall review and approve that a Commercial Field is established. 

20.6 In the event that the Commercial Field is established by less than a twenty (ééé) Calendar 

Year production of Crude Oil and/or Natural Gas as stated in Clauses 20.4 and 20.5 above, then 

such period may be proportionately reduced with the mutual agreement of the Parties, but for 

no less than fifteen (15) Calendar Years, provided that all technical, operational and commercial 

viabilities and criteria, as stated in Clauses 20.4 and 20.5, are met and accepted by the N.I.O.C. 

20.7 In the event that more than one Crude Oil or Natural Gas Fields are discovered by the Contractor 

in the Contract Area, as a result of the Exploration Operations and/or Appraisal Operations by 

the Contractor, but the Commerciality of the Fields would not be established collectively, 

however, if it is evident to Contractor that such Commerciality could only be established for one 

or more Fields, then Contractor shall propose to N.I.O.C to relinquish one or more Fields or to 

waive the whole or part of the Exploration Operations Expenditures ("EOEò) and Appraisal 

Operations Expenditures ("AOEò) related to those Fields, in order to reduce the level of 

expenditures and make the rest of the Field(s) commercial. 

20.8 Should such proposal, pursuant to Clause 20.7, is accepted by the N.I.O.C., such expenditures 

related to the relinquished field(s) or the whole or part of the expenditures waived by the 

Contractor, could not be incorporated in the commercial report and shall not be recovered by the 

Contractor. Upon the establishment of the Commerciality of the said Field(s) accordingly, 

Contractor shall continue the Petroleum Operations with the Development and Production 

Operations of the Field(s). 

20.9 In the event that there is a dispute between Contractor and N.I.O.C. related to the establishment 

of the Commerciality of the Field, then such dispute shall be referred to the managerial level of 

the Parties for the settlement of such dispute. Failing to achieve the dispute settlement within 

ninety (90) days, then such dispute will be referred to a third party neutral expert (whether 

individual or corporate) to be mutually agreed by the Parties to settle such dispute. Any decision 

made by such third party to settle such dispute shall be final and binding upon the Parties. 

21 ASSOCIATED NATURAL GAS 
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21.1 In accordance with the Petroleum Operations and the Work Programs and Budgets approved 

by the N.I.O.C., Contractor may consume the Associated Natural Gas, produced from the 
Contract Area, as a fuel gas, lift gas or injection gas. 

 
21.2 The Associated Natural Gas, produced from the Contract Area, shall be delivered to the 

Redelivery Point as stipulated in the Development and Production Plan(s) (DPP).  
 

21.3 The Petroleum Operations under this Contract is based on the ñno gas flareò policy. Accordingly, 
the objectives of the facilities are not to flare Associated Natural Gas during the Petroleum 
Operations of the Field.  

 
21.4 The Associated Natural Gas may be flared only on an emergency event if it is proven that such 

flare is acceptable in accordance with the Best International Petroleum Industry Practices and 
the laws and regulations of Iran. 

 
22 PRODUCTION LEVELS 

 
22.1 Contractor shall produce Petroleum at the Maximum Efficient Rate (ñMERò) of wells and 

reservoir in accordance with the rules and regulations of Iran, Petroleum Operations of the Field 
and Best International Petroleum Industry Practices during the Term of the Contract. 

 
22.2 Contractor shall produce in each Calendar Year the level of Crude Oil/ Natural Gas quantity of 

production as stipulated in the Development and Production Operations Plan(s) (DPP) and 
annual Work Program and Budget.  

 
22.3 Petroleum shall be run to storage and metered or otherwise measured as required to meet the 

purpose of the Contract in accordance with Clause 23. 
 

22.4 At a reasonable time prior to the scheduled date of First Production of Crude Oil or First 
Production of Natural Gas or Final Production of Crude Oil or Final Production of Natural Gas, 
as the case may be, the Parties shall agree on procedures covering the scheduling, storage and 
lifting of such production. 

 
22.5 It is understood and agreed that production from the Field during the Term of the Contract shall 

not be restricted to any amount less than the MER, for any reasons other than physical or 
technical limitations and/or if required under the laws of Iran. In the event N.I.O.C. decides to 
restrict production for any political or social reason(s), such restriction shall not affect 
Contractorôs entitlement to recover Petroleum Costs and the Fee under the Contract. 

 
23 MEASUREMENT OF PETROLEUM 

 
23.1 The volume and quality of Petroleum produced, saved and/or transferred from the Contract Area 

shall be measured in accordance with the methods and procedures prescribed in the 
Development and Production Operations Plan(s) (DPP), Appendix L- Operational Principles and 
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Procedures and in line with the API manual of petroleum measurement standards as amended 
or supplemented from time to time. 

 
23.2 N.I.O.C. and Contractor may inspect the equipment used for measuring the volume and 

determining grade gravity, the quality of Petroleum and may appoint an inspector, at such Partyôs 
expense, to observe the measurement of volume and determination of quality. 

 
23.3 Where the method of measurement or the equipment used has caused an overstatement or 

understatement of the production, the error shall be presumed to have existed since the date of 
the last calibration of the measurement devices unless the contrary is shown, and an appropriate 
adjustment shall be made accordingly for the period of error. 

 
23.4 Types and the location(s) of the metering equipment shall be determined in the Development 

and Production Plan(s) (DPP). The Petroleum production shall be measured accordingly. 
 
24 NON-ASSOCIATED NATURAL GAS AND CONDENSATE 

 
 The provisions of this Contract applicable to Crude Oil shall apply, mutatis mutandis, to non-associated 

Natural Gas and Condensate unless otherwise specified herein or agreed to in writing by the Parties. 
 
 

PART VI 

PETROLEUM COST RECOVERY AND FEE  

 
25 COST RECOVERY AND FEE  

 

25.1 Petroleum Costs 

25.1.1. Exploration Operations Expenditures (EOE) and Appraisal Operations 

Expenditures (AOE) 

  Exploration Operations Expenditures (EOE) and/or Appraisal Operations Expenditures 
(AOE) incurred and paid by the Contractor as confirmed by the N.I.O.C. shall be 
recognized and charged into the Project Accounts in accordance with the Contract and 
Accounting Procedures from the Effective Date of the Contract. Such Expenditures shall 
only be recoverable as Petroleum Costs if the Commerciality of the Field is established 
and be recovered under this Clause of the Contract. 

 
25.1.2.  Development and Production Operations Expenditures 

 Direct Capital Costs (DCC), Indirect Costs (IDC) and Operating Costs incurred and paid 
by the Contractor during the Development and Production Operations, as the case may 
be, shall be charged to the Project Accounts in accordance with the Contract and 
Accounting Procedures and shall be recoverable as Petroleum Costs. Such costs as 
reviewed and confirmed by the N.I.O.C., shall be recovered subject to the achievement 
of the First Production of Crude Oil/ First Production of Natural Gas or Final Production 
of Crude Oil/ Final Production of Natural Gas the Field and other provisions of this 
Contract.  
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25.2 Recovery of Petroleum Costs 

Subject to the provisions of the Contract and N.I.O.C.ôs rights under Clause 26, Contractor shall 
recover Petroleum Costs, duly entered into the Project Accounts in accordance with the 
Accounting Procedures as follows: 

 
25.2.1 Direct Capital Costs (DCC) and Indirect Costs (IDC) incurred and paid by the Contractor 

during the Petroleum Operations and prior to the First Production Date of Crude Oil/First 

Production Date of Natural Gas pursuant to the Contract, together with accrued Cost of 

Money ( solely applicable to Indirect Costs (IDC) incurred and paid by the Contractor 

prior to First Production Date of Crude Oil and/or First Production Date of Natural Gas) 

as defined in the Contract, shall be amortized in equal monthly installments and payable 

to Contractor Quarterly and based on the Contractorôs Quarterly invoice as per Clause 

10 of the Accounting Procedures, over a period of sixty (60) to eighty four (84) Calendar 

Month (ñAmortization Periodò) during the Cost Recovery Years commencing from the 

First Production Date of Crude Oil/ First Production Date of Natural Gas. However any 

payment of the above costs shall be paid to Contractor as on account basis, thus, not be 

legally due unless Contractor has achieved the Final Production of Crude Oil/Final 

Production of Natural Gas, as the case maybe.  

 
25.2.2 Direct Capital Costs (DCC) incurred and paid by the Contractor for carrying out the 

Development and Production Operations (DPO) in each Calendar Year and after First 

Production Date of Crude Oil and/or First Production Date of Natural Gas, shall be 

amortized on equal monthly installment and payable to Contractor Quarterly and based 

on the Contractorôs Quarterly invoice pursuant to Clause 10 of the Accounting 

Procedures over the Amortization Period during Cost Recovery Year, commencing 

from the first Month of the succeeding and subsequent Calendar Year following the 

Calendar Year in which the First Production of Crude Oil and/or First Production of 

Natural Gas, as the case maybe, has been achieved by the Contractor.  

 
25.2.3 Indirect Costs (ICC) incurred and paid by the Contractor under the Contract, 

commencing from the First Production Date of Crude Oil/ First Production Date of 

Natural Gas and/or Final Production Date of Crude Oil/First Production Date of Natural 

Gas, as the case may be, and ending at the expiry of the Term of the Contract shall be 

recovered by the Contractor at cost, without Cost of Money (COM), on the Current Basis 

upon the submission of the Quarterly invoices together with the other related supporting 

documents confirmed by the N.I.O.C..  

 
25.2.4 Notwithstanding the above Clauses related to the recovery of Indirect Costs, Iranian 

Corporate Income Tax recoverable under the Contract (except for any incidental income 

may be earned by the Contractor in accordance with Clause 12 of the Accounting 

Procedures that shall not be recovered under this Contract) shall apply to this Contract 

during the Production Operations, i.e. when Revenue(s) generated from the Field and 

Cost Recovery and Fee payment commenced. Iranian Corporate Income Tax will be 

reimbursed by the Contractor on the Current Basis without Cost of Money (COM) in 
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accordance with submission of the related Quarterly and/or Yearly invoice(s) and 

substantial supporting documents confirmed by the N.I.O.C.. 

25.2.5 Iranian Corporate Income Tax shall be subject to reconciliation based on Iranian Income 

Tax Return and the final tax clearance settlement issued by the Iranian Ministry of 

Finance and Economics. Any underpayment or overpayment of Iranian Corporate 

Income Tax shall be paid or collected respectively by the Contractor to or from the 

Iranian tax authorities. Any payment made by the Contractor for the case of 

underpayment shall be reimbursed by the N.I.O.C. to Contractor on the Current Basis 

ñas isò or any payment made by the Contractor in the case of overpayment shall be 

credited to the Project Account in favor of N.I.O.C./paid to N.I.O.C. by the Contractor 

within one (1) Calendar Month from the receipt of the final clearance letter and 

settlement of such overpayment by the Iranian tax authorities. Foreign income taxes or 

other foreign taxes paid by the Contractor. shall not be recovered in this Contract. 

25.2.6 Operating Costs, as determined in accordance with the Development and Production 

Plan(s) (ñDPPò), Accounting Procedures and approved annual Work Program and 

Budget, incurred and paid by the Contractor under the Contract, commencing from the 

First Production Date of Crude Oil/ First Production Date of Natural Gas and/or Final 

Production Date of Crude Oil/First Production Date of Natural Gas, as the case may be, 

and ending at the expiry of the Term of the Contract shall be recovered by the Contractor 

at cost, without Cost of Money (COM), on the Current Basis upon the submission of the 

Quarterly invoices together with the other related supporting documents confirmed by 

the N.I.O.C.  

25.2.7  In the event of any delay in the payment of Petroleum Costs and/or Payment of Fee to 

Contractor for reasons attributable to N.I.O.C, then Cost of Money (COM) shall be 

calculated and applied to unpaid amount in accordance with Clause 8.4 of the 

Accounting Procedure. Such Cost of Money (COM) shall be recovered by the Contractor 

over the Amortization Period during Cost Recovery Year, commencing from the first 

Month of the succeeding and subsequent Calendar Year if any, following the Calendar 

Year in which the Cost of Money (COM) has been accrued. 

25.2.8 Recovery of Indirect Costs (IDC) and Operating Costs incurred and paid by the 

Contractor after First Production Date of Crude Oil or First Production Date of Natural 

Gas and/or Final Production Date of Crude Oil or Final Production Date of Natural Gas, 

as the case may be, which are recoverable on Current Basis, shall have precedence 

over the recovery of Direct Capital Costs (DCC), Indirect Costs (IDC) incurred and paid 

prior to the First Production Date of Crude Oil or First Production Date of Natural Gas 

and/or Final Production Date of Crude Oil or Final Production Date of Natural Gas, as 

the case may be, Cost of Money (COM), and Fee. 

25.2.9 Subject to the provisions of the Contract and N.I.O.C.ôs audit rights under Clause 26, 

all recoveries of Petroleum Costs and Fee related to the Petroleum Operations shall 

be considered as on account basis. 
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25.3 Payment of Fee  

25.3.1. Contractor shall become entitled to Fee and shall start charging to the Project Account 

for any Quarter commencing from First Production Date of Crude Oil or First Production 

Date of Natural Gas and / or Final Production Date of Crude Oil or Final Production 

Date of Natural Gas as the case may be. 

25.3.2. Fee shall be calculated for any Quarter Following the Quarter in which the First 

Production of Crude Oil or First Production of Natural Gas is achieved based on the 

actual Quarterly Net Production produced from the Field as a result of Development 

and Production Operations multiple to applicable Fee Per Barrel (ñFPBò) or Fee Per 

Thousand Standard Cubic Feetò (ñFPMscfò) and payable to Contractor in succeeding 

Quarter pursuant to Clause 25.3.3. of the Contract. 

 TABLE - Fee Per Barrel (ñFPBò) 
 

25.3.3. The applicable Fee Per Barrel (FPB) for any Quarter following the Quarter in which the 

First Production Date of Crude Oil and / or Final Production Date of Crude Oil produced 

from the Field, shall be determined and payable based on the R-Index (ñRIò) function 

as follows: 

 

 

 

 

R- Index 

Less than 
1 

1=<RI<2 2=<RI<3 3=<RI<4 RI=>4 

 
FPB 

(US$) 
A1 A2 A3 A4 A5 

 
 
 TABLE - Applicable Fee Per Thousand Standard Cubic Feet (FPMscf) 

 
The applicable Fee per Thousand Standard Cubic Feet (ñFPMscfò) for any Quarter 
following the Quarter in which the First Production Date of Natural Gas and / or Final 
Production Date of Natural Gas produced from the Field shall be determined and payable 
based on the R-Index (ñRIò) function as follows: 
 

  
 
 

R- Index 

Less than 
1 

1=<RI<2 2=<RI<3 3=<RI<4 RI=>4 

 
FPMscf 
(US$) 

B1 B2 B3 B4 B5 
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25.3.4.  R-Index (ñRIò) shall be calculated by dividing the cumulative ñCash Receiptsò by the 

Contractor from the Effective Date up to end of any Calendar Quarter during the 

Production Operations by the cumulative Petroleum Costs, incurred and paid by the 

Contractor under the Contract from the Effective Date of the Contract up to end of the 

same Calendar Quarter as below: 

 

ἠἓ
ἍἽἵἽἴἩἼἱἾἭ ἍἩἻἰ ἠἭἫἭἱἸἼἻ Ἢὁ ἍἷἶἼἺἩἫἼἷἺ ἮἺἷἵ ἏἮἮἭἫἼἱἾἭ ἎἩἼἭ ἽἸ Ἴἷ ἭἶἬ ἷἮ Ἡἶὁ ἍἩἴἭἶἬἩἺ ἝἽἩἺἼἭἺ

ἍἽἵἽἴἩἼἱἾἭ ἜἭἼἺἷἴἭἽἵ ἍἷἻἼἻȟἱἶἫἽἺἺἭἬ ἩἶἬ ἸἩἱἬ Ἢὁ ἍἷἶἼἺἩἫἼἷἺ ἮἺἷἵ ἏἮἮἭἫἼἱἾἭ ἎἩἼἭ ἽἸ Ἴἷ ἭἶἬ ἷἮ ἻἩἵἭ ἍἩἴἭἶἬἩἺ ἝἽἩἺἼἭἺ
 

 
a. Accordingly, the cumulative Cash Receipts by the Contractor from Effective 

Date of the Contract up to end of any Calendar Quarter shall constitute the 

followings:  

 
i. Petroleum Costs received by the Contractor under the Contract; 

ii.  Fee received by the Contractor under the Contract; and 

iii. Any other incidental income that Contractor may receive under the 

Contract as further illustrated in Clause 12 of the Accounting Procedure. 

b. The cumulative Petroleum Costs, incurred and paid by the Contractor for the 

Petroleum Operations from the Effective Date of the Contract up to end of the 

same Calendar Quarter. 

25.3.5. In the event that the actual average of the annual Export Oil Price versus the 

contractually assumed Export Oil Price, as envisaged in the Long Term Crude Oil Sales 

and Delivery Agreement, is decreased or increased, then the contractually agreed FPB 

/ FPMscf shall be adjusted downward and upwards respectively as per the following 

formulae:  

  ═╕ ╕   
╟▪

╟
  

 

 ╘█ȡ ╟▪ ρȢυ ὖȟ◄▐▄▪ ╟▪ Ȣ ╟  
 

 ╘█ȡ ╟▪ πȢυ ὖȟ◄▐▄▪ ╟▪ Ȣ ╟  
 

 Where: 
 AF= adjusted Fee for the Export Oil Price increases or decreases  
 F= contractual Fee per Barrel 
 Pn= annual actual Export Oil Price year (n)  

 P0= contractually assumed Export Oil Price at the year (0), i.e. Effective Date of the Contract,  
  

Note: Any decrease or increased in the gas price will be calculated based on 
(barrels of oil equivalent) for this purpose.  

 



 

 
 

IPC  (E&P) / final version / steering committee / 11.18.15  

 

 

25.4 Petroleum Costs and the Fee shall be paid to Contractor out of i) the maximum fifty percent 

(50%) of the Revenue(s) generated from the Field, as a result of the successful Petroleum 

Operations carried out by the Contractor under the Contract; ii) delivery of the maximum fifty 

percent (50%) of in kind Crude Oil produced from the Field; or iii) delivery of Iranian blended in 

kind crude oil equivalent to the maximum fifty percent (50%) of the Fieldôs Crude Oil production 

allocated for the recovery of Petroleum Costs and payment of the Fee, pursuant to the Appendix 

Ca (Long Term Crude Oil Sales and Delivery Agreement).  

25.5 Petroleum Costs and the Fee shall be paid to Contractor out of i) maximum fifty percent (50%) 

of the Revenue(s) generated from the Field, as a result of the successful Petroleum Operations 

carried out by the Contractor under the Contract, based on the sale market price of the Natural 

Gas and/or Condensate; or ii) delivery of maximum of fifty percent (50%) percent of Condensate 

and other products produced from the Field allocated for the recovery of Petroleum Costs and 

Fee pursuant to the Appendices Cb and Cc Long Term Condensate Sales and Delivery 

Agreement and Gas Revenue Calculation Agreement respectively.  

25.6 The Petroleum Costs and Fee, for any given Calendar Quarter commencing with the Quarter 

following the Quarter in which the First Production Date of Crude Oil / First Production Date of 

Natural Gas occurred, shall be paid to Contractor not later than ninety (90) Calendar Days from 

the end of last Calendar Month of preceding Calendar Quarter during the Production Operations 

based on the Contractorôs Quarterly invoice(s) in accordance with Clause 10 of the Accounting 

Procedure.  

25.7 Petroleum Costs and Fee shall be paid to Contractor in cash and/or in kind in accordance with 

Appendix ñCa" (Long Term Crude Oil Sales and Delivery Agreement), If Contractor opts to be 

paid in cash for any Calendar Year, Contractor shall notify N.I.O.C. no later than 1st April of any 

Colander Year to make payment in cash for that Year. However, if Contractor opts to be paid 

in kind crude oil, then the costs recovery and payment of the Fee will be made out of the crude 

oil produced from the Field in accordance with Appendix ñCa" (Long Term Crude Oil Sales and 

Delivery Agreement). In such a case, Contractor shall cause the lifting of the crude oil which 

should be scheduled in accordance with an agreement reached pursuant to Appendix ñOò 

(Lifting and Repayment Procedure). Any such option shall remain in effect for the Calendar 

Year for which the option is made by the Contractor. N.IO.C. shall exercise such option by 

giving a written notice to the Contractor no later than thirtieth (30th) June in the preceding Year 

in which the Contractorôs entitlement is due under the Contract. Once Contractor has exercised 

its option, the same shall continue unless it informs N.I.O.C. otherwise. 

25.8 Except for Petroleum Costs and Fee as set forth herein, N.I.O.C. shall have no other obligation 

or liability to Contractor, including but not limited to any obligation, compensation or liability for 

payment of any costs, expense, liability, or Fee. For the avoidance of doubt, all costs, expenses, 

liabilities, and Fee of Contractor under this Contract shall be deemed to be covered by 

Petroleum Costs and Fee under this Contract. N.I.O.C. shall not be obliged to pay any other 

compensation whatsoever to Contractor or any third party on behalf of the Contractor for the 

fulfillment of its obligations under this Contract. 

25.9 In the event that the Natural Gas and other products, produced from the Field/Reservoir under 

the Contract as a successful Petroleum Operations carried out by the Contractor, and the 

Contractorôs entitlement for the Petroleum Costs recovery and payment of the Fee is contractual 

established under the terms and conditions of this Contract, but such products are utilized by 
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the N.I.O.C. and consumed in the domestic market, and consequently these products are not 

exported, then the Contractorôs entitlement for such recovery and payment shall be made from 

the revenues generated from other fields/reservoir. 

25.10 In the event that the Petroleum Costs and Fee are not fully paid to Contractor in any 

Calendar Quarter, the unpaid Petroleum Costs and Fee shall be carried forward in the 

succeeding Quarter for the payment of the unpaid amount. 

25.11 In the event that Petroleum Costs and Fee are not fully recovered by the Contractor during the 

Amortization Period, but the Term of the Contract remains still valid, then the Amortization 

Period shall be proportionately extended until the Contractor fully recovers the unpaid 

Petroleum Costs and Fee. 

25.12 In the event that Petroleum Costs and Fee are not fully recovered by the Contractor during the 

Term of the Contract, provided that such unpaid amount of the Petroleum Costs and Fee is 

not attributable directly or indirectly to the Contractor, then the Term of the Contract shall be 

proportionally extended until the Contractor fully recovers the unpaid Petroleum Costs and 

Fee. 

25.13 It is understood and agreed that any relevant payments to the Contractor under this Clause 

shall only become due and payable upon Contractor achieving the Project objectives of the 

Development and Production Operations, First Production of Crude Oil or First Production of 

Natural Gas and/or Final Production of Crude Oil or Final Production of Natural Gas, as the 

case maybe, and Final Production of Crude Oil or Final Production of Natural Gas, as the case 

maybe, as set out in the Development and Production Plan(s) (DPP) and the Contract. 

 
PART VII 

BOOKS, ACCOUNTS, VERIFICATION, AUDITING, IMPORTS, EXPORTS AND FOREIGN 

EXCHANGE 

  
26 BOOKS, ACCOUNTS, VERIFICATION, AUDITING 

 
26.1 Contractor shall maintain in at their business offices in Iran books and accounts of Petroleum 

Costs in connection with the Petroleum Operations pursuant to the Accounting Procedures and 
accepted accounting practices generally used in the international petroleum industry, as well 
as such other books, records and substantiated supporting documents as to be submitted to 
N.I.O.C. for its review and audit, such as but limited to the book and accounts and substantiated 
documents related to the Petroleum Costs incurred and paid, Fee earned including the quantity 
and value of all Petroleum produced, saved and delivered to the Delivery Point. Such annual 
books, accounts and substantiated documents shall be submitted to N.I.O.C. in accordance 
with Clauses 3 and 13 of Appendix ñBò. 

 
26.2 Pursuant to the provisions set out in the Accounting Procedures and particularly Clauses 3 and 

13, for the purpose of review, examination, verification and audit of the costs and expenditures 
of the Petroleum Operations by the N.I.O.C., Contractor shall provide to N.I.O.C. monthly 
statements of costs, expenditures, credits and accounts, as well as any substantiated 
documents required by the N.I.O.C., not later than the twentieth (20th) Calendar Day from the 
end of each Calendar Month, containing for example the categorized listings of debits and 
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credits for each account. Furthermore, Contractor shall provide to N.I.O.C. the Quarterly 
Petroleum Cost and Fee recovery statement and related invoice no later than thirty (30) 
Calendar Days from the end of each Calendar Quarter. N.I.O.C. shall review and examine such 
statements for any Quarter and issue the differences and exceptions of the Quarterly costs 
statements. Such notification will be issued to Contractor in writing. 

 
26.3 In addition to the audit and notwithstanding various provisions of the Contract, N.I.O.C. shall 

have complete and comprehensive access to all invoices, documents, records and accounts of 
Contractor in relation to Petroleum Operations, and through the Contractor, the Contractorôs 
Affiliate(s), Contractor(s) and sub-contractors invoices, documents, records and accounts, 
during normal business hours in Contractorôs office in Iran, in order to review, examine and 
verify all charges and credits relating to the Petroleum Operations. Such documents shall 
include, but shall not be limited to, books of accounts, accounting entries, material records and 
inventories, vouchers, payrolls, statements of accounts and invoices. Within sixty (60) Calendar 
Days from the end of each Calendar Year, N.I.O.C. shall perform such review, examination, 
and verification. Such period for N.I.O.C.ôs review, examine and verification shall be extended 
for a thirty (30) Calendar Day at N.I.O.C. sole discretion. Any review, examination, verification, 
and audit not completed by the end of the prescribed period shall be deemed to have been 
performed and all of Contractorôs books and accounts shall be deemed correct and recognized 
as such by the N.I.O.C..  

 
26.4 N.I.O.C. shall appoint its own auditor(s) to audit the books and accounts of the Project. Such 

auditor(s) shall have complete and comprehensive access to all invoices, documents, records 
and accounts of Contractor in relation to the Petroleum Operations, and through the invoices, 
documents, records and accounts of Contractor, its subcontractor(s) and its Subsidiaries and 
Affiliate(s), during normal business hours in Contractorôs office in Iran, in order to review, 
examine and verify all charges and credits relating to the Petroleum Operations. Such 
documents shall include, but not be limited to the books and accounts, accounting system and 
entries, material records and inventories, vouchers, payrolls, statements of accounts and 
invoices. N.I.O.C.ôs auditor(s) shall accomplish such review, examination and verification within 
sixty (60) Calendar Day from the end of each Calendar Year. Such period for N.I.O.C. 
auditor(s)ôreview, examine and verification shall be extended for a thirty (30) Calendar Days 
(i.e. the total of 90 Calendar Days). 

 
26.5 However, if N.I.O.C.ôs appointed auditor(s) failed to complete the required examination, 

verification and audit within the prescribed ninety (90) Calendar Days period, then the Parties 
shall, within less than one (1) Calendar Month from the expiry of the aforesaid ninety (90) 
Calendar Days, jointly appoint an independent standing and internationally qualified audit firm 
registered (whether as a main company or branch) in Iran to review, examine and audit (whether 
annually or interim) the Petroleum Costs, expenditures, books and accounts, invoices, cost 
statements and quantity and value of Petroleum produced; subcontract(s)ô costs and 
expenditures through the Contractorôs books and accounts and related documents, invoices 
and evidences related to the Petroleum Operations; and the Contractorôs Subsidiaries(s) or 
Affiliate(s), books, accounts, invoices, costs statements and documents related to the 
Petroleum Operations. Such audit performance shall be completed and reported to N.I.O.C. 
within sixty (60) Calendar Day from such referral of the Parties to the independent standing and 
internationally qualified audit for N.I.O.C.ôs review and approval, a copy of which shall be 
submitted to Contractor simultaneously. N.I.O.C. shall review and approve such audit report no 
later than thirty (30) Calendar Day from the date of submission of independent standing and 
internationally qualified auditorôs report. Any review and approval of the submitted audit report 
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not completed by the N.I.O.C. at the end of the aforesaid thirty (30) Calendar Days period shall 
be deemed to have been performed and all of the Contractorôs books and accounts shall be 
deemed correct and recognized as such by the N.I.O.C. 

 
26.6 The auditorôs report (whether to be carried out by the N.I.O.C.ôs auditor(s) or such independent 

standing and international qualified audit) shall include and confirm, inter alia, that: 
 

a. The books, accounts, invoices and substantiated documents are in compliance with 
provisions of the Contract and its Appendices; 
 

b. The record of Petroleum Costs incurred and paid are in conjunction with Petroleum 
Operations and Objectives of the Contract and correctly booked by the Contractor based 
on the Contract and its Appendices; 
 

c. Petroleum Costs recovery, Fee payment and other incidentals received by the Contractor 
under the Contract are properly booked and recorded as per the Accounting Procedures; 
 

d. The Petroleum Costs are properly classified and itemized in compliance with the agreed 
classification method(s) and details; 

 
e. Petroleum Costs incurred and paid, booked and recorded based on the original and 

substantiated documents to justify such costs and expenditures; 
 

f. Fee calculation and payment, pursuant to Clause 25, are in compliance with the provisions 
of the Contract and its Appendices; 

 
g. Contractorôs achievement of the First Production of Crude Oil or First Production of Natural 

Gas and the Final Production of Crude Oil or Final Production of Natural Gas, as the case 
maybe,,is in line with the provisions of Contract and Appendices; 

 
h. Contractorôs performance of Plateau Production and Plateau Production Period are in 

accordance with the Contract and its Appendices; 
 

i. No evidence exists for any fraudulent, mistaken and omission records for costs, 
expenditures and credits; and 

 
j. Other issues as requested by the N.I.O.C.  

 
26.7 The audit report, approved by the N.I.O.C. or deemed to be approved by the N.I.O.C. for each 

Calendar Year, pursuant to Clauses 26.4 and 26.5, shall be used for the possible adjustment 
of the Petroleum Costs recovery and Fee payment by the Parties. 

 
26.8 Any discrepancy or dispute shall be amicably resolved by the Parties within two (2) Calendar 

Months from there view and approval date of audit report by the N.I.O.C. Any failure to resolve 
such discrepancy or dispute shall be submitted to a mutually agreed international petroleum 
accountant/auditor located in Tehran/Iran within the above said two (2) Calendar Month from 
the review and approval date of audit report by the N.I.O.C. N.I.O.C. shall have the right to 
withhold payment and remain the sum withheld of any such discrepancy or dispute costs, 
expenditures and items as disputed sum. 
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26.9 The international petroleum accountant/auditor shall complete and report to the Parties within 
sixty (60) Calendar Day from the date of such referral of the Parties. The international petroleum 
accountant / auditor report shall be binding upon the Parties and Parties shall act as follows: 

 
a. if all or part of the disputed sum was correctly withheld by the N.I.O.C., the Project Accounts 

shall be corrected accordingly (including the correction of the related Cost of Money (COM) 
from the booking date of disputed sum to Project Accounts) before the end of the following 
Quarter, exceptions; 

 
b. if all or part of the disputed sum was incorrectly withheld by N.I.O.C., then the amount 

incorrectly withheld and accrued Cost of Money (COM) (if any) thereon shall be recoverable 
as Petroleum Cost in accordance with Clause 25; or 
 

c. if all or part of the sum was incorrectly paid to Contractor, then the amount incorrectly paid 
and its Cost of Money (COM) thereon (calculated from the date the amount was paid to 
Contractor) shall be repaid by the Contractor to N.I.O.C within thirty (30) Calendar Days or 
credited to the Project Accounts before the end of the following Quarter with prior consent 
of N.I.O.C. pursuant to Clause 14 of the Accounting Procedure.  
 

 
26.10 The fees of the independent standing and internationally qualified audit engaged pursuant to 

Clause 26.5, shall be charged to the Project Accounts as Direct Capital Costs (DCC) and shall 
be recoverable by the Contractor as determined in accordance with the Accounting 
Procedures. 

 
26.11 The fees of the international petroleum accountant/auditor engaged pursuant to Clauses 26.5 

and 26.8 shall be borne equally by the Contractor and N.I.O.C. Contractorôs portion of such 
fees shall be charged to the Project Account as Direct Capital Costs (DCC) and shall be 
recoverable by the Contractor as determined in accordance with the Accounting Procedure, if 
the international petroleum accountant/auditor rules in its favor on the exceptions. 

 
26.12 If the international petroleum accountant/auditor rules in favor of N.I.O.C., Contractor shall 

reimburse N.I.O.C. for its portion of the fees, by making a deduction from the balance of Direct 
Capital Costs (DCC) as determined in accordance with the Accounting Procedure, and shall 
not recover the same as Petroleum Costs. If the international petroleum accountantôs / auditorôs 
findings involve several exceptions, the treatment of fees as recoverable/reimbursable shall 
be proportionate with the international petroleum accountantôs / auditorôs findings. 

 
27 MAXIMUM UTILIZATION OF IRANIAN  

 
27.1 Contractor shall, in compliance with the laws, rules and regulations of Iran, including the Act of 

Maximum Utilization of the Capacity of the Countryôs Production and Service in Satisfying 
Countryôs requirements and Strengthening its Exportation and its By-Law Instruments and 
decrees, utilize Iranian local content during the execution of this Contract, for instance to make 
provisions for supplies of equipment, articles, materials, works and services, as set out in the 
Appendix "Nò with respect to the maximum utilization of Iranian content The utilization of 
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minimum Iranian content to be achieved by the Contractor under the Contract shall however not 
be less than fifty-one percent (51%) of the Direct Capital Costs. 

 
27.2 Contractor shall comply with the local content requirements and report Quarterly to the Joint 

Management Committee (JMC) the amount of the minimum and maximum utilization of the 
Iranian content, in accordance with Appendix ñNò. 

 
28 IMPORTS AND EXPORTS 

 
28.1 All materials, articles and equipment required for the efficient and economical conduct and 

performance of the Petroleum Operations which are not available in Iran, pursuant to and in 
accordance with the applicable customs regulations, shall be imported by the Contractor in the 
name of N.I.O.C.. Any customs duties applicable to the Contract shall be paid by the Contractor, 
and charged to the Project Accounts as Indirect Costs and shall be reimbursed pursuant to 
Clause 25 of the Contract, as determined in accordance with the Accounting Procedures. 

 
28.2 Material, articles and equipment imported by the Contractor for temporary use may, subject to 

the Iranian customs regulations, be exported with the prior written approval of N.I.O.C.. Such 
request for approval shall deem to be granted if not rejected by the N.I.O.C. within two weeks 
from the receipt of such request.  

 
28.3 Material, articles and equipment imported temporarily pursuant to Clause 28.2 may be sold in 

Iran, subject to the prior written approval of N.I.O.C. It is understood and agreed that in such a 
case it will be the responsibility of Contractor to pay, at its own cost, applicable duties, if any, 
and to comply with any formalities prescribed by the current regulations and to provide N.I.O.C. 
with the relevant customs clearance documents. 

 
28.4 Customs duties shall include all duties, fees, levies, charges and taxes imposed in Iran on the 

importation of materials, articles, supplies and equipment required for the Petroleum Operations 
(except those charges paid to N.I.O.C. for actual services rendered). 

 
28.5 Payment of the last financial settlement to Contractor under the Contract is subject to the 

satisfactory fulfillment of the obligations of Contractor stipulated in this Clause 28. 
 
29 CURRENCY EXCHANGE RATES 

 
29.1 The calculation of recoverable Petroleum Costs under the Contract and entries in the Project 

Accounts shall be on the basis of U.S. Dollar. 
 

29.2 All U.S. Dollars expenditures shall be charged in the Project as per the amount incurred and 
paid. Any Petroleum Costs incurred and paid in Iranian Rials shall be converted into the U.S. 
Dollar and booked in the Project Accounts, using the exchange rate declared by the Central 
Bank of Iran (CBI), when making payments in Iranian Rials. 

 
29.3 All other non-U.S. Dollar expenditures, except Iranian Rials, shall be converted into US Dollars 

at the exchange rate published in the Financial Times on the last business day prior to the date 
making payments in such non-US Currency. Where such currency rate is not included in the 
Financial Times, then the conversion exchange rate shall be mutually agreed by the Parties. 
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29.4 A complete record of exchange rates used in converting Iranian Rials and other non-U.S. Dollars 
expenditures into U.S. Dollar shall be submitted to N.I.O.C.. 

 
29.5 Contractor shall, in respect of the Petroleum Operations under the Contract, comply with the 

foreign exchange rules and regulations of Iran. 
 

PART VII- GENERAL  

30 ASSIGNMENT 
 

30.1 Any assignment of the whole or part of the Contract by the Contractor to any third party, including 
Contractorôs Affiliates, (including assignment through direct or indirect transfer of its shares that 
may assign the power of Control and voting rights of the Contractor to such assignee), shall 
require the prior written approval of N.I.O.C., which may be granted or refused within thirty (30) 
Calendar Days of receipt of the written request from Contractor that it intends to make such 
assignment. If N.I.O.C.'s approval is not issued within the said thirty (30) day period, the 
assignment shall be deemed to have been disapproved. Contractor, requesting for such 
assignment, shall submit to N.I.O.C. the detailed evidence of the technical and financial 
competence of the recommended assignee. 

 
30.2 Any assignment to a subsidiary of Contractor shall be notified to N.I.O.C as provided for in this 

Clause. 
 

30.3 Any assignee which becomes a party to the Contract by virtue of such assignment by the 
Contractor, while assigning its interest, shares, rights, privileges, duties or obligations under this 
Contract to such assignee, shall assume all obligations of Contractor hereunder and both the 
assignee and assignor shall thereafter be jointly and severally liable for the obligations of 
Contractor. It is understood and agreed that the obligations under the Guarantee Agreement 
attached hereto as Appendix "G" shall remain in effect after any assignment. 

 
30.4 N.I.O.C may assign its rights, in whole or in part, and obligations under this Contract to its 

Subsidiary or Affiliates or successor, without the prior consent of the Contractor.  
 

 
31 TITLE TO ASSETS  

 
31.1 Notwithstanding of the ownership rights of the Petroleum resources, reserves or produced, 

which shall be solely exercised by N.I.O.C. as stipulated in the whereas of this Contract, other 
assets and properties (ñAssetsò), whether movable or immovable, acquired and/or provided by 
the Contractor in connection with or in relation to the Petroleum Operations, the costs of which 
are subject to the cost recovery in accordance with the provisions of this Contract, shall become 
the property of N.I.O.C. 

 
31.2  Notwithstanding the above, Contractor shall be entitled to the full and free use of the Assets for 

the purpose and duration of this Contract. During the Term, N.I.O.C. and Contractor shall not 
assign, sell or otherwise dispose of such Assets, whether movable or immovable, except by 
mutual agreement.  
 

32 CONFIDENTIALITY AND INELLECTUAL PROPERTY OWNERSHIP 
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32.1 All information and data obtained in connection with or in relation to this Contract, including any 

plans, maps, sections, reports, records, scientific and technical data, and other similar 
information relating to the Petroleum Operations, shall be treated by the Contractor as 
confidential in the sense that their contents or effects shall not be disclosed by the Contractor 
without the prior written consent of N.I.O.C., in accordance with the Confidentiality Agreement 
Appendix ñHò. 

 
32.2 Should Contractor acquire license(s) on behalf of N.I.O.C. for use in the Petroleum Operations, 

both N.I.O.C. and Contractor shall agree to fully comply with any license restrictions relating to 
such technology contained in the applicable license(s). If the applicable license(s) extend 
beyond the Term of the Contract, this Clause shall survive until such license(s) terminate. 

 
32.3 Any technology developed and/or any intellectual property (IP) created, as a result of the 

Petroleum Operations and/or in the course of activities carried out by the Contractor under this 
Contract, shall be owned by the N.I.O.C., and may be used by the N.I.O.C. in its own operations 
without the consent of the other Party. 

 
32.4 The restrictions contained in this Clause shall survive termination of this Contract for whatever 

reason. 
 

33  FORCE MAJEURE 
 

33.1 Force Majeure shall mean any unforeseeable circumstance or event beyond the reasonable 
control of the Party concerned which prevents, hinders or delays the performance of the 
Contract by that Party. Force Majeure includes, but is not limited to, strikes, labor disturbances, 
Acts of God, unavoidable accidents and acts of war (declared or undeclared). No failure or 
omission by either Party to carry out or to perform any of the terms or conditions of the Contract 
shall give the other Party a claim against such Party or be deemed a breach of the Contract, if 
and to the extent that such failure or omission arises as a result of Force Majeure. Economic 
Sanction or restriction shall not be considered as a case of Force Majeure. 

 
33.2 In the event of Force Majeure, the Party affected shall within fourteen (14) days give a written 

notice to the other Party stating the cause and the extent of effect of such Force Majeure and 
shall keep the other Party informed of significant developments. The obligations of the affected 
Party shall only be suspended only during the period for which the performance of such 
obligations is prevented, hindered or delayed because of Force Majeure, provided that (i) the 
affected Party shall take all reasonable steps and due diligence to remove or overcome the 
Force Majeure situation as quickly as possible in a cost-effective manner as well as to take all 
necessary care and actions to protect the equipment and works completed and/or in progress 
and (ii) the concerned Party shall do all things reasonably within its power to mitigate, overcome 
or remove the Force Majeure.  

 
33.3 The period during which the performance of the Contract by the affected Party is prevented, 

hindered or delayed shall be added to any relevant period fixed by the Contract. Upon cessation 
of the Force Majeure event, the Party no longer affected shall promptly notify the other Party, 
and immediately thereafter the Parties shall resume and perform their obligations under the 
Contract. During Force Majeure, each Party shall bear its own costs and/or losses arising as a 
result of Force Majeure.  
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33.4 Where performance of an obligation is suspended because of Force Majeure for more than 
eighteen (18) Calendar Months, either Party may elect to terminate the Contract by sending a 
written notice to the other Party. If the Contract is terminated due to Force Majeure, Contractor 
shall be entitled only to an amount of money comprising the total actual Petroleum Costs 
incurred and paid by the Contractor until the date of such termination, to the extent that such 
Petroleum Costs are recoverable pursuant to Clause 25, and shall not include any amount for 
indirect and consequential losses or expenses.  

 
33.5 In the case of Contract termination due to Force Majeure, N.I.O.C. shall, when Force Majeure 

ends, make its best efforts to complete the Petroleum Operations or to have the Petroleum 
Operations completed by another contractor in the manner set out in the Contract and conduct 
of Petroleum Operations in accordance with the Best International Petroleum Industry Practices 
and Standards and in line with the Contract. In any event, Contractorôs outstanding Petroleum 
Costs will be paid out of the Revenue(s) generated from the production of Petroleum from the 
Field. 

 
33.6 When the non-affected Party disputes the existence of Force Majeure, that dispute shall be 

referred to arbitration in accordance with Clause 38 of the Contract. 
 

34 WAIVER OF RECOURSE 
 

 In the event that either Party does not perform any obligations required under the Contract, failure 
of the other Party to take action to enforce such obligations against the said non-performing Party 
under the Contract shall not be deemed an amendment to the Contract nor a  
waiver of recourse to the right to enforce such obligations in the future, unless otherwise provided 
in writing. 

 
35 TERMINATION OF THE CONTRACT 

 
35.1 N.I.O.C. may terminate the Contract by giving Contractor written notice, if Contractor, inter 

alia: 
 

35.1.1 has failed to make necessary funding for carrying out the Petroleum Operations 
under the Contract, which may affect the performance of the Contract, but aftermath 
of the written notice thereof, failed to make or continue for such funding; 

 
35.1.2 has breached the obligations of the Contract, which may affect the performance 

of the Contract, but aftermath of the written notice thereof, failed to remedy 
such breach; or 

 
35.1.3 has become insolvent, gone into bankruptcy or liquidation or entered into 

judicial or financial arrangements on insolvency with its creditors, other than for 
reconstruction or amalgamation. 

 

35.1.4 If, the Contractor, after the Effective Date of the Contract, the Petroleum 
Operations under the Contract is suspended for at least ninety (90) consecutive 
Days, with no cause or justification acceptable to N.I.O.C. or without the prior 
permission of N.I.O.C., except where such suspension is attributable to 
N.I.O.C. or resulted from Force Majeure; 
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35.2 The period of notice required to be given to Contractor under Clause 35.1 shall be ninety 
(90) Calendar Days prior to the termination, but if Contractor has fulfilled its funding 
obligation or remedied the breach of its obligations within the said period, N.I.O.C. shall 
refrain from terminating the Contract. Where N.I.O.C. reasonably believes that 
Contractor is making its best endeavors to make or continue to make such necessary 
funding or to remedy the breach of its obligations, N.I.O.C. may extend the notice period 
accordingly. 
 

35.3 In the event of a breach of any major obligation by the N.I.O.C., which may affect the 
performance of the Contract, Contractor may terminate the Contract upon ninety (90) 
Calendar Days' written notice, and if N.I.O.C. has remedied the breach of its major 
obligations within the said period, Contractor shall refrain from terminating the Contract. 
Where it reasonably appears that N.I.O.C. is making its best endeavors to remedy the 
default, Contractor shall extend the notice period accordingly. 

 
35.4 Should either Party terminate the Contract on the grounds of the aforementioned 

Clauses of Termination, the defaulting Party shall pay as compensation to the other Party 
any amounts awarded pursuant to Clause 35 which such compensation shall not include 
consequential or indirect damages or losses. However, in the event of a termination of 
the Contract by the N.I.O.C. pursuant to Clause 35.1 and Clause 35.2, Contractor shall 
not be entitled to recover any Petroleum Costs and/or Fee.  

 
35.5 Notwithstanding anything to the contrary in this Contract, in the event of a termination of 

the Contract by the Contractor as per Clause 36.3 above after a Commercial Field is 
established pursuant to Clause 20, N.I.O.C. shall have the option to complete the 
Development and Production Operations or to have the Development and Production 
Operations completed by another contractor. In such event, provided that N.I.O.C. avails 
itself of this option in a reasonably timely manner, payment of any amount to Contractor 
shall await completion of the Development and Production Operations and shall be paid 
out of the Revenue(s) generated from the production of Petroleum from the Field. Such 
payment shall not exceed the combined total of the Petroleum Costs incurred and 
actually paid by the Contractor up to the date of termination. 
  

36 ABANDONMENT AND SITE RESTORATION 
 
36.1 Upon expiry or termination of this Contract or relinquishment of a part of the Contract Area, 

the Field, the well(s) or the Reservoir (as the case may be), Contractor shall be liable for 
abandonment and site restoration in respect of the Contract Area, the relevant part of the 
Contract Area, the Field, Reservoir or the well(s), the costs of which shall be Petroleum 
Costs. All Abandonment and site restoration activities, whether in the form of 
abandonment of Contract Area, Reservoir, well(s) or the Field, shall be performed in 
accordance with prevailing law of the Country and Best International Petroleum Industry 
Practices. 

  
36.2 Prior to any abandonment that should take place in the Contract Area, the Field, Reservoir 

or the well(s), Contractor shall propose and submit Abandonment Plan to Joint 
Management Committee (JMC), as the case may be, for its review and agreement and to 
N.I.O.C. for its approval. Such plan could be incorporated as part of the annual Work 
Program and Budget 
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36.3 Any Abandonment plan proposed by the Contractor shall be substantiated by the relevant 
justifications including technical, operational, economic, financial, contractual and 
environmental justifications, and will be implemented where accepted by Joint 
Management Committee (JMC) and approved by the N.I.O.C.. 

 
36.4 Any Abandonment Plan, including what has been incorporated in the Work Program and 

Budget, shall include the following items, inter alia: 
 

a. technical and economic study to justify Abandonment of the Contract Area, the Field, 
Reservoir or the well(s), as the case may be;  

b. the relative layout of the facilities, fixtures and installations to be abandoned;  

c. the relative location of the Contract Area, Field, and the Well(s), type and status of any 
other adjacent facilities (cables, pipelines, production and other facilities) which would 
have to be taken into consideration;  

d. a description, inclusive of diagrams, of items to be abandoned covering production 
facilities, pipelines, flow-lines and wells;  

e. a description, costing and comparative evaluation of all feasible removal and disposal 
options, including details on the Abandonment plan; procedures for the safe removal 
of production facilities and related infrastructure, including details on how then-
subsequent disposal or reuse is to be effected; and full details on plans for the 
restoration of the site. Where it is considered that items of recovered equipment have 
a re-sale value, this information shall be given;  

f. an outline for the proposed Abandonment plan, including an outline plan for managing 
the implementation and a schedule on which the various stages of the Abandonment 
are expected to commence and finish; and  

g. recommendations covering the post-Abandonment phase inspection and maintenance 
activities, including surveys to monitor the level of Hydrocarbon contamination, heavy 
metals and other contaminants in the Contract Area, where any such remains are to 
be left in place.  

 
37 GOVERNING LAW 

 
This Contract, its appendices and amendments shall be governed by, interpreted, 
construed, executed and any claims or disputes shall be settled in accordance with the laws, 
rules and regulations of Iran in every respect. 

 
38 SETTLEMENT OF DISPUTES 

 
38.1 The Parties shall make all reasonable efforts to settle amicably by referral to management 

level within ninety (90) Calendar Days, any dispute, controversy or claim (ñDisputeò) arising 
out of or in connection with the Contract, or the breach, termination or validity or invalidity 
thereof. This period may be extended by the mutually agreement of the Parties. 

 
38.2 Where no such settlement is reached within ninety (90) Days of such referral to management, 

such Dispute shall be referred to the Alterative Disputes Resolutions (ADR), the procedures 
of which to be mutually agreed. The Parties shall settle such Dispute accordingly within ninety 
(90) Days of the referral of the Dispute to the ADR. In order to settle the Dispute, ADR may 
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include negotiation, reconciliation, third party expert-determination or mediation as the 
Parties will mutually select. This period may be extended by the mutually agreement of the 
Parties. 

 
38.3 Any Dispute not settled within the one hundred and eighty (180) Days, as per Clause 38.1 

and Clause 38.2, unless extended by the Parties as above, shall be finally settled by 
arbitration by three (3) arbitrators, in accordance with the ñAgreement on Procedures for 
Arbitrationò, as set out in the Appendix ñDò of even date herewith, which such Agreement 
shall survive the termination or suspension of the Contract. 

 
38.4 The arbitration award shall be final and binding upon the Parties. Either Party may seek 

execution of the award in any court having jurisdiction over the Party against whom such 
execution is sought. 

 
39 GENERAL BUSINESS ETHICS 

 
39.1 Parties to this Contract shall act at all times in good faith when discharging their obligations 

and enforcing their rights under the Contract. 
 

39.2 In the performance of this Contract, Contractor and its subsidiaries and affiliates shall ensure 
that they each strictly comply with general business ethics. Contractor shall assure that such 
requirements are accepted and complied with by its sub-contractor(s). 

 
38.5 Parties to this Contract shall comply with all applicable laws, statutes, rules and regulations, 

and/or Best International Petroleum Industry Practices relating to anti-bribery and anti-
corruption. Accordingly, each Party hereby undertakes that, at the date of the entering into 
force of the Contract, itself, its directors, officers or employees have not offered, promised, 
given, authorized, solicited or accepted any undue pecuniary or other advantage of any kind 
(or implied that they will or might do any such thing at any time in the future) in any way 
connected with the Contract and that it has taken reasonable measures to prevent 
subcontractors, agents or any other third parties, subject to its control or determining 
influence, from doing so. 

 
38.6 Parties to this Contract and their Subsidiaries and Affiliates warrant that they have not made, 

offered, or authorized, requested, received, or accepted and will not make, offer, or authorize, 
request, receive or accept with respect to the matters which are the subject of this Contract, 
any payment, gift, promise or other advantage, whether directly or indirectly through any 
other person or entity, to or for the use or benefit of any public official (i.e., any person holding 
a legislative, administrative or judicial office, including any person employed by or acting on 
behalf of a public agency, a public enterprise or a public international organization) or any 
political party or political party official or candidate for office, or any other person where such 
payment, gift, promise or advantage would violate (a) the applicable law; (b) Best 
International Petroleum Industry Practices (c) the laws of the country of incorporation of such 
entity or such entities ultimate parent company and of the principal place of business of such 
ultimate parent company; or (d) the rules and regulations stipulated in those international 
conventions that Iran is a member state.  

 
38.7 If a Party, as a result of the exercise of a contractually-provided audit right, if any, of the other 

Partyôs accounting books and financial records, or otherwise, brings evidence that the latter 
Party has been engaging in material or several repeated breaches of the provisions of the 
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aforementioned laws particularly all applicable laws, it will notify the latter Party accordingly 
and require such Party to take the necessary remedial action in a reasonable time and to 
inform it about such action. If the latter Party fails to take the necessary remedial action, or if 
such remedial action is not possible, it may invoke a defence by proving that by the time the 
evidence of breach(s) had arisen, it had put into place adequate anticorruption preventive 
measures, adapted to its particular circumstances and capable of detecting corruption and 
of promoting a culture of integrity in its organization. If no remedial action is taken or, as the 
case may be, the defence is not effectively invoked, the first Party may, at its discretion, either 
suspend the Contract or terminate it, it being understood that all amounts contractually due 
at the time of suspension or termination of the Contract will remain payable, as far as 
permitted by applicable law. 

 
38.8 Each entity shall defend, indemnify and hold the others harmless from and against any and 

all claims, damages, losses, penalties, costs and expenses arising from or related to, any 
breach by such first entity of such warranty. Such indemnity obligation shall survive 
termination or expiration of this Contract. 

 
 

40 HEADINGS AND MISCELLANEOUS 
 

40.1 The preamble to the Contract constitutes part of the Contract. 
 

40.2 Headings are inserted in the Contract for convenience only and shall not affect the 
construction or interpretation hereof. 

 
40.3 Should the Parties hereto wish to amend, modify or supplement the Contract, it shall be done 

in writing by an instrument signed by the Parties. 
 
40.4 The Appendices to the Contract shall form an integral part of the Contract and shall be read 

and interpreted in conjunction therewith. In the event of any conflict, controversy or ambiguity 
between the Contract and the Appendices, the provisions of the Contract shall prevail. 

 
40.5 All instructions, notifications, agreements, authorizations, approvals and acknowledgements 

shall be in writing. 
 
40.6 No review, approval or acknowledgement by the N.I.O.C. shall relieve Contractor from any 

liability or obligations under the Contract except as agreed in writing by the Parties. 
 
40.7 Except as otherwise agreed in the Contract and its Appendices, in the event a decision, 

ratification, an approval or a confirmation is required in writing from either Party of the 
Contract in connection and performance with this Contract, the concerned Party shall inform 
the other Party in writing within fourteen (14) days of the receipt of a request for such 
decision, approval or confirmation of its positive or negative response. If the concerned Party 
does not respond to the other Party in writing up to the end fourteenth (14) day, such decision, 
ratification, approval or confirmation shall be deemed granted by the concerned Party in 
accordance with the other party's request. However, should the request of such decision, 
ratification, approval or confirmation require special attention as agreed by the Parties, it will 
be discussed by the Parties within a time and schedule to be determined by the Parties. 

 
41 NOTICES 
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41.1 All notices and communications required or permitted under the Contract shall be in writing 

and shall be deemed to have been properly given and delivered to a Party when delivered 
by hand to an authorized representative of that Party, or when sent by registered post, 
telegram or telefax (to be confirmed in writing by registered mail) to the following address 
of that Party: 

 
National Iranian Oil Company (N.I.O.C.): 

 P.O.Box1863, 
 Taleghani Avenue,  
 Tehran, 
 Islamic Republic of Iran  
 

Contractor 
 ................................... 
 ..................................... 
 ...................................... 

 ................................ 
 
41.2 All notices, requests or instructions given in accordance herewith shall be deemed given (i) 

on the date of delivery, if hand delivered, provided that if the delivery is on a day that is not 
a Business Day or if delivery is made after 5.00 p.m., such delivery is deemed to have been 
made on the next Business Day, (ii) on the same Business Day when sent by facsimile 
during regular business hours at the place of delivery or on the next Business Day after 
transmission if sent by facsimile after regular business hours at the place of delivery, in each 
case if the facsimile machine generates a transmission confirmation report that the notice, 
request or instruction was successfully transmitted to the receiverôs facsimile number, (iii) 
three (3) working days after the date of courier . 

 
41.3 N.I.O.C. or Contractor may at any time and from time to time change its authorized 

representative or its address herein by giving the other Party ten (10) Calendar Days' notice 
in writing to such effect. 

In witness whereof the Parties hereto have set their respective signatures on the day and the year first 
above written. 

 
National Iranian Oil Company  Contractor 
 
Name: Name: 
 
Title:     Title: 
 
Signature:    Signature:  
 
 
 
 


