Energy Law Studies

Online ISSN: 2538-3140

Volume: 9, Issue:1

Homepage: https://jrels.ut.ac.ir Spring & Summer 2023

Concept and Legal Effects of Commercialization of

Mehdi Piri 1*

Oil and Gas Fields

Mohammad Reza Afsharizl_

1. Corresponding Author; Department of Public Law, of International Energy and
Environmental Law, Faculty of Law and Political Scoence, University of Tehran, Tehran

Iran.Email: mehdi.piri@ut.ac.ir ] o
2. Department of Public and International Law in (Oil and ?_as Law),Faculty of Law and

Political Science ,University of Tehran ,Tehran ,lran. Emai

mra_87@yah0o.com

Article Info

Abstract

Avrticle type:
Research Article

Manuscript received:
26 December 2022
final revision
received:

6 July 2023

accepted:

16 July 2023
published online:

16 August 2023

Keywords:
Concept of
commercialization ,
Criteria and formalities
of commercialization,
Effects of
commercialization ,
Foreign investment,
OcC.

Commercialization of oil and gas fields is the connecting Tink between the
exploration st_a% and development and production, and the final part of the
contractor's risk. Proving it leads to the continuation of the contract and
reimbursement of the investment, and failure to prove it leads to the end of the
contract without reimbursement of expenses. Ambiguity in the concept of
commercialization and its similarity with similar concepts, such as the
commerciality of the field or commercial production, can be the source of
future disputes. The relativity of the concept of commercialization with regard
to internal and common fields, oil and gas fields, and on-shore and off-shore
fields increases this ambiguity. Therefore, it is necessary to provide a
comprehensive, clear and practical definition of field commercialization and its
criteria. In_addition to proving the technical and economic criteria, the
commercialization process of the field requires compliance with formalities.
Fulfillment of this technical and economic condition with the proper
observance of the formalities has many legal effects which definitely affect the
interests and obligations of the parties. This article is written with a descriptive
and analytical approach in order to understand the concept and legal effects of
commercialization of oil and gas fields.
What are the criteria for the commercialization of the field and what are its
effects is the main question of the research. The hypothesis of the authors is
that commercialization is a relative concept and its criteria are different
according to the time and place conditions of each country and from the point
of view of the host government and the investor. Considering that no article has
been written on this topic so far, the purpose of this research is to investigate
and conclude the concept, criteria, formalities and effects of field
commercialization with the aplEroach of supporting national interests and
localization within the framework of the oil and gas law in Iran.
One of the imPortant results of this research is the separation between
commercial wells, commerciality of the field, commercialization of the field,
ﬁroduction and commercial supply. The commercialization of oil and gas fields
as many effects on the rights and obligations of the parties. Including it is
possible to determine the period of exploration, development and production,
reimbursement of investment and its rate, relinquishment of the contracted
area, delivery of the field to the host government in some contracts, conclusion
of oil sales contract, the offer of proposed Appraisal Program by I0C and
making decision for the participation of the host government in oil operations.
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1. Commercial exploitation shall be deemed to begin, with respect to a well or extraction plant, on the
day on which the Minister, having considered the economic conditions, decides that a market exists
commensurate to the productive capacity of the well or extraction plant.
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1. Commercial Production” means production of Petroleum from the Contract Area (excluding
production for testing purposes) and delivery of the same at the relevant Transfer Point(s) under a
program of regular production and transfer.
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3. “Commercial production” in reference to the output of a well, shall be deemed to be such quantity
of oil, or natural gas, which after considering the cost of drilling, completion and production
Operations, the quantity of production and availability of markets, would, in the opinion of the
Minister, economically warrant the drilling of a like well in the immediate area.



Al IR0 9 St (o /e G 9 i yobeo (il sk JUT 5 oo

wlgny Lo a8 Cuolizo s 85 e (gl g)los &5 WS o pMel gilB Cpl il o 0l (g9 By00
b il 1) (mw Sl dgw Jbge ) 9 mjloye 1) aes Jliss 5 wuiS Slatns |y bags)liS ke s
bulyd U b oS )oi8 jBgcds alpl wiw cn 3T 0 isar o b cdlas ol Ml sl
2 et g oy Oy Old cogal 4 5 1oVl sladlaylE (go0l 5 Lo pages
Slos b 3 51 APC 85 piie B5eas WA Wy gllas sl ol 5,85 IPC 55 piiie d5eus
CS b g 4Bl (bl 2)E 0gds hlS Slen bwg (6)b5 (e () lades g BLEST 559
08 ) Sloy sladiz o e 4 o C5 (e

@ bgrye (5 whpogi b SLEST Al jo (LY Sl gy (s B)b L JSSley APC Y- B3k il
i Gl Sy azsly s 13T pl) deS L) 0 S Spgon | e ags)ls
@ = a3k CebB opl bl e i b g ohen 4 g il wili ) (pggsln Ml el
Pyl B3y BB gl il )8 —(oalaylyd dibate Sy Lol den i )5 by
S pb a Slog ()15 51 295wy domib 5 (wals (55 1L g, 098 Byl (6l A
2 oot ki (o

G 0o Silug i wopgols Y LY
Silocsyl 2l b 9 Cuadd Sllog g (ab)lik (JBgJes «(siloopdd g 5 ol s 4
b omes 59y » Ay bobas 55k ) Jliml clbl Slolay pb e o byl Sglie ]
ol 4 0pd e Jml slaaze () YU case b 5 (Sjd cunlo o) 1y Ol o iSus
Sl B Gilwgle b e b ) )Lid Cusi (sloolSin] b g58 )Lib Ayl bolas 3,0 1 Ul
dpw 3,5 Bl dapd Ve e lod UGB gilwmle dilyd o il Yo ol e o Jlasl
Jo> slo 128 33 (65l 5l G LNG 0500 020l TLNG & 935 L olo 2 b 900
slalBls il 10 cyo9y8 b g dade B A mle dae faS Sy 4 J&sl lp o5
3 odlizal Gy S o fdS 5 4 1y GTLNG (3,5 5 b has luwl 9500 0,8
B ilesils o cul (Blae inre S LNG a2l B2 b (SY5b jas )3 dlg) Llas
ed gl gl ok slil &S by GRodguil il adlo gy (5)ledo by (b
Sy il o )b 2959 Gl b slacedd b caoslisS L (sldlgeme ST slasly)l 8 cou ps

ol 0 ond s WA Jlo 5B b gy B gcis §ain g8 bl | S &S 8 ol L)
1. Joint Management Committee
2. Liquefied natural gas



’fofoL’“qU';)l@;)a)wﬁa)ja iyl Gad> cl/llao fF

e b S 93 )l allin gdaw 53 K pusdy )85 3529 ¢ Bilal 4 (a5
PSin 3 255 Bly (alolis 3y90 JUil Clla g Eudil Slpll dnwgs I S8 2l o
@ gl Glog)lbs wgd ALl Gl Gjlre 9 (8 o Shy Sl jazed i Slus]
S3s)l b S5 8)ky> D9 o0 (Koo (Mallin lajlil 3 C und ey LB loges
S5 i Gl Vsl b glojen olise bl 5 il o Jloj SR D9 e ol
syl ol silos )8 sl g At 590 05l (gl lil 512 M0 iy 53 b S o tid 3 e
cow ol g ol gladlyyg, (Duval & others, 2009: 183) cusl 5L dyg0 (gl LSS ksl
BLas (5ol b Sz ST 51 am Ay 9,50, a5le s 3l clyieds (651 5l oolitl 5 Slex
ddye )3 el Laulpd US55 5l ol el Gl 4 0uiS B pas (gl Sl 5 S (g58l59, Sl
B SesS ke oS Jbb > (pizes sl 0y (il 1) Dbl By (LS cBge by B
Cal 63950 cgronli) M08 o3 Bao (G5 ke 8Ly el )l 1y Ay g (g3l o ol
999 gor o b Ll Sl U2 S plonil an)lSo pobdy So08 (655 slalies ey Sldos b
Sly 8 Lol (oIS elo s <4 angily Tal ctls (3baidl g5 Jil Slasal g s dewgs
piie Sl5aod g Gluwl s (o owol wonl oY LNG Glawli L 55 Ayl bohas elasl
Gaedddy gladlyylyd slasil g gyl ko w as bosge JLA] il yogy8 Caesidy (ladld)l 8 yueuds
sl g3090 ol 2 shpe ol (I lae o Al g plall i lold g o oS b Ly

Sl ke s .Y
9 OwpoPl drg 3y ojlaen wb & cul )l I Gilusyln porde (g (o
Jis e b Sy (85 e (5Ll glajlae Cosl (S il (ool)))3 BaSe S1is
by copolee opl (oolod > Sytie dog il cglate blulyd e b ol o #dly olae
ddaio Joloe a4 day 9 Solite 390 b )3 dgw e andl &S cul b ey gl Vs glogw
o Dyl (B8 D¥AY (gg,8) ol D518 Jo Sl g g e 0] )5 5B g Cuoyd ales )

ladn o lusds 99d 05 93 1o (ilos )b coge byd g (S ) #Bly i 93 0 cil LSy

ot sl s S oydle gl g b 51 55 J) Slunpls o At s0batS g 5 &5 ipoles 50 )
BB b hlSler b Iz Sos (5 sl il 5 o8 3500 03 YeSiT g 208 3 (6,18 slagsilods S Cannpyli] oo Y
gty e e cpl Syidie dawg polaiodr (bjre Gl 5 (B SES LD o (ool adl)]E L alesd a2 )Ly wglite Ll
29 0 )S1e a2 LS,

3. Revenue



o IR0 9 St (o /e G 9 i yobeo (il sk JUT 5 oo

Djle gydugy 135 b1y opd b cyglogw a5 wib oL (6)08 4 Joluld e 3 daswg oYL
o 53 Gl e Sy 20> ooty o5 s (8o Bl sl o Do S iz on
P b blae cpl o 1y ol (ials Gyleel b Syiie slaylie ;o Llg o dae pl g

5 Jmlgd jole youS ol g 4By (g 5l b o> Jog b (o (Bl o (o cdnugs

o bW .V Y

Nobd s Vb oo g (S2)u8 4 gl lue US55 S abslil a3 5l Sy
Blgp> 29 e odlitul (5)b5 ol Jlesly) il il sl 3SesS sl plide I
ozl ) b ol pae (8 S8 Ll (b5 ol Sy ol giluisyls Ol e
Joy 3 ey Voo bawgie &jgos oS Al aldly 1) ol bl il (5)b ol 1S o iy
55 5,8 salg plidl ilol el tix b (S5 s )lis 4 10C 5,6 ol GLizsT ) aa Cayles Mg
waag byl ol 4 S5 L ol |y oolati] drwg bl BLAS 1yl & A8 s b
5 ole gm g pls i Cuad 3sl (ol 3 2)e iiaes Wyl bolad g (il bl
o3l 45 a3l e oly Ky Dljg) Ay byl Lololyy oged ] 0d alsd plool Abgyye (eoluail
e ilwisslos Wl e 10C 0l3,L8 il cogods uns isuculs, els 10C gl Lol !
Cawl 005 a.))s] w)‘.su 2 LY u)‘).a.o Jﬁ‘b ‘.) ML&A 2 d-;‘)9) ..\Jy )‘ Lg)wg )J.)LQA L)"’L"’])" ‘)
oy & cuib waled 1y 35 ] IOC puope? iCwl jaeudo ply pas 28 ojle 08" Ll
oty i Sl (295 b (e Sy Sl b g ST )b pMel ] (39265l 4 bguye
iy & dogl ol boly Lol ST (g il 4ndly |y dnwgi (Sasld ggemme)d 9 (29,5
SBlgp> sl 313 (383l @i 4 gilus)b parde 3 SBllasil (pl CaLSL 0355 ()8 ()b oy
Uizl Jgol ol wlo g Jol cpl Lol tcal flae (giloylons <Ll Jol 1 (o)l oy o
Pyl

solad! sbSHe ¥ ¥
BP9 2o)d Yl 4 &S Cuwl ool (iloisyls )3 10C 5 ljee oo (sl b e
5 0,148 0,88 dw (glsl g Aol Bilal el VD Bole 395 o oauel 'MER jlaidlay 45 iy
olgs 4l (6)ld (Bge ol a8 oo el BS cpl (Ll jlme el 1) 5yl oy YO

wboly ol i)l a8 (gyebas S g cas SIS polde Wl o Jlo 033lg0 se 8L > oS 0

1. Maximum efficient rate



Vo F o liwls g Jlgs 1o yloss (90,53 o550 Gad olelllao £

303,148 ¥ 35le sl yg050 ol yin Badpled cuod ply g3 Jolee 395 o 359l &S (clonis Mol oo
Gl (Bge 3 i (lae &S 3)3 e sxhe b5 e 8)1yd 2lig)) eS8 g
&S wib gae a wwal glysnl BB ol 5l Jsdee o b &S Wb i ade oS 348 0
w3l ggome Jadlly (3550 51 0B 10l 3 Sl o lailyd (el )3 HUST ) el ks oS
Cuod luly jg3e (551 9 335 Mg Jlo VO (gl e B)b 5 39y o0 yllatl &S Sl i
Crod doyd Cun jl S a5 Wlay (Bl (09w lilS S 1) aiyjo bl ol duwlre dbgyye
e oyl 0,88 piy (glial g Aol Bilal wasly sil8 VO Bdlo pomy AL AL sadedbaesy
U Cann oo (09w pbile (8L pudl 3)lae 10 0yl o jyie 1) (boyd i HiwleS 50 OYYFY
ol 0dds 48,8 Ja3 > i (g5lws)lod (golaiBl SMo s Cuaud duo ) iy g
YA Caas e cwdYl sladly)lyd ool g jlinl ¢ ogos Loyl ) Bole «e» Wiy

S S (s g 0l e (JS g0ty 5 (3LaBl jlae (B35 )5 3 b )b e
03lo oyl Gillas wawl 0did 03 o il ©l39 4y (g1l

Sy el sl gagel bld b g lio Wy culey b oS Sl

g Djeiwd pwapd () dpo g dawy LT Caa odd gmiin Jlo el

o3> (ytudgy 1) 30313 8593 Jgb 13 bgrpe (oSl (slraja S5 9 pos Byl w0

g e les el |y B8 Gad bl Sopm (gl Hllanl 3)5e ael)>

2 5o e C& O)ljy by e (30:0)b e Jghie laasls

D)5 o yolaio dl)l,8

WS &S pd b el sl 5yg0 wel ) dles ) )15 sy gl wdle ol B,byd Lene IS

I 3o LI0C (ly lSabesw plis jl saop ot llE ClSlie 3 b
bl ly %elyd 5l e cpl dsul @Sl a8l ed Gasie bise g (lp Y e
2 29b )b plelid cage g 1S ol |) )50 (il Nlgie e CeB b g Wy ol
(58 s argtly Mo 5 029y VU 35 Camd 5 2L gl b iy 3o 155 85 s
ol ) Slews Bage p 3500 b lue (2906 b0 Slsl ool



Al IR0 9 St (o /e G 9 i yobeo (il sk JUT 5 oo

GOlad! g (8 LI Ho s i .Y .Y
VP 83le pgd s ile 99 g0 odlitul (5)b5 Gl g ol (Lol (gl Jlire 53 58 I w2 (BB
SV obg)) s yd g olpl cdi (Jo e808 o Mg g BLIST ()Sleyy D315 ()8
03jled e Byl 1> aly aST AL (ol 5l (S &S Wb sals as bl o)bo e ol 3> o yde
Gl o dbgrye gloe ollyy o] b o)) & (g pboss 1S w5 e IS polie il e Jlo
O oS5 5 syl 52015 Byl gy Joas o5 o acigisd Ao i ol | g
Job )3 aSiy Jlia 93 ailig) Gliee 4 (ol Cd (b Ly ) e oS 298 B L g 3L ol
2l 5Ly A @8 ol WS Mg Ges e YO+ Sl 4y ol 38l o Jlgie 5oy 003 wie
5 dnle jslate aSiity i dus alj, bl 4ndld o0Bdl e 5| 5 mes bl S

8)bp> oladl Joo b g9 (8 CleMbl Bl 4 j0ley 4 938l APC sl 5
olysas Ysans sl babo Ll cpl o)lge 5 Slije o bslilams @] ab)lik 5 3lecs)los
Do oo g0 3,8 1> Cuweu

&3 310 oot awl g 5900 22 50 .F
@ b |y (gilws)lo 5L, 10C pueuad s 598l 5 Jjp Aile cis baS )y (sloyeuiS 5l (S p
10C 157 s @ 1y o) Wl gt cyloolyd] asle 05 (S g sl oo bjwe cdgd yhas,lobs)
Mgi a5 sy 4 opl 4 10C 31 wbogi dbs po pladl 5 s [(BOykett,2012:56) 1S’ o 13514
Mo & 3l pMlel 5 08 oo Lo (e Sgd 4 olld 1) gyl 2tS pedsl wcanl (g5l
Hlael (3B (gl b el Joore jobds oS cunl 45 sl (o0LaBl 8o (glyls dawes (slp
10C 03,5 Juu5 oo 4 bispye Slobi) o Sloj Ty oo <> sl 4 o sl
S o ) e 92068 (sl

MBI 10C & 1y ol (3506508 B)byd S el o8 (Mol slasly)l) 1 ()l
spje boud Lol fcunl Sy g asia oS Jotme 10C &STn il alaie ogud (pl lod,S
owb alde 4 b usb o p cuwl 3See 10C 35lo 03590 1) lbise joiS Blaal Kl o5 ddinen
sl yuin 200w g ()8 ak s Coglgl b cudly saled [Ldl 3 oS (5 4 el Hlde 0y
Syglogw 4 BLEST (bje yguiS Hate | canl Koo oS Jboys Wl (6ylo5 1) lie dmojgp

1. Commercial discovery notice
polee =53 50 48 Lixoyl (6,155 lae LT 48 smd auseis B oy smlgs )13 oy 3590 (Jne ot Byl 1y oaidly (3135 e Lo <8y Y
{2yl g 1 5 oyl g5l YA Balo pouws s i) & b Canwl 0 LS 03 )5 iy ya5 03lo (]



’f‘fd&k«gﬁ';;ly‘)ajwﬂajjd «sirl Gad> ol A

Oedsb (Bl jedan g (B sbaly)lB 5l (B 3 S yide Cupte dieS 3929 4 425l el
b 4,biS Sigos & (5locrls 8)b) 6pSmmenad b canl Cgllae dusy o s 4 (o
e (ol 355 423118 a5 ol bage o] 5 (S e oty oSl o KKty llo Coleiys
9 00 ek b do STl ond Lo olpl cwodYh sleols)l 3 eges bayl iyl A Bole € 05
G5 5 olpl € e 8,3 Sls] s > il b IPC 545 ie s iz
Ao g9 b loj ) (oilosybw gyl g Conl ond

OIS B cwl dbge (59 9 Cuns (B 10C bwg (e (9:06)b5 pMel o izen
5 SleMbl doxjl oly gy 5l (gpbe Aty Lb (315 cpl s W) CB Lo e84 JolS
waldy ) ol Mg g (58 18D 5 b usine (s i (oulidone) & bope slapiale)] A
spa> bbb Hie bS oly eSS 5 S 4 bagye slagialejl & cunl ol ealds il
Bk 4 1l 2,5 o] cds vy I elailis &S ppaen jolaie oyl (lp 29 plul Jol B Banles
Bale ol L(WYO+ s B8 0,38 dw (glal 9 Aol Bjlal BB V& Bole) 35 odly gMbI ol
Dt NS (s o D 5 S s Jile 5 € o 555 (o el dPC Y- 2
59 095 Do B S|l salsd gl )] b pde paw 4y Sl doje )3 BMBT ) ]
22,5 oo gl sl it by dus li)lS b & pgdge it SMSI by 4 Bige (s
g2 amlgs polelill bl (gl Sl ol e

o 5 3lues sl 46T .0

Rl S (o518 lsee 9> (Bpd 3)90 9 0 gikae 10C bawgs (gjlus)low dadel o7 Sl
2 Jeadiay & g .,\Q‘P S e Oi » Lg)lfi’l dol,l 8 9 L)""‘?S 5 o.\...i}f:lzd] $> 9 g Slalllas
D9 (W) )

G519 590 39 0 390 JLET g SLIS1 5590 UL (o ) .0

Slus10,90 yLL .Y ) D

el )3 g8 0 BLEST 890 bl carge o] pae b e (gjlucs s b 93 ya 53 10C sl
o> Cdlge jl dm 35 pgd s 40 g 0l drwed Al g 3)lg IOC ¢ ylsne g Ciblye 5 oy Jol
Ao yo LU YO Cgas 315)148 0,88 dw ddlo B VO B3le Jol iy .l oo ails 3yl )8 ¢ ljus
03] oS5 ) (ST S ol pg> Gl 85 e s 1y (5 age s 3590 > Bl
@ ol @ baye Claies o BYS ol ()15 1l Hsge dlBI S e S pulud (5)bs oly



4 IR0 9 St (o /e G 9 i yobeo (il sk JUT 5 oo

BLEST 895 bl slae 4 ()l ol Jl s 5 sis lb)lE ol Billae @Blgys 398 03l Jol S
oz jl 95500 Jlosl ilucs )b Sl gl (it SbsScow (loj (b g 41848, ol
oy g BT 8)90 ggerme e Cd )b 538 (e Ul (o) (b)) laely yi>
Cuog b o bl oy (pl wed Sl e silwg)lbs loj a5 Cunl Jlwcan IPC
Cirog > Lol fcal (3905 Ygone (6)lix «liaS] dls po 55 S SLT ) drwgy Sllas 5595 45 y»
NI alops sl Cesday 50 (B g Jsbo U390 plol oo (B )li cgdg00 )l 200938
Sygo 3 ) Dy drwg Ay a1y ol g 3l BlES] Ao pe ) Chuogs dga5 B3 bl
o ) o slbdjn Sy SLIST gladie Sy ol (ol silecls ) L
2,15 o0 yye 0)leplyd WWAY cas g8V Bolo pod Ay Dy o

Bk g el wal 4l (650kay 23,8 il diwge 3850 4 dl)l,8 Al

Sl Jols sleaids 5 Slae g sliwl AlS g daled e ol)l,8 b il

Al pds el cds Jo S pd 4y JolS jobay 1) clles

pas (5,0 (iS4 olowd pas dou pMel il am dOC il 1 S5 (S wsle opl ply

el Y 3 dile e Ji coley bl oS casl Sldas 4 bgyye (slaaids g skl oo 9 cuSl

g

Obe (Sl a3 O"..‘ 5wl Cj Odo g > p0 500 693 )'lrj bAiS s (gl gyl oLl
o Jwe Sogcume |y (g)lo om0 e B e g6 £F bolo s 05 calises (glasly,l,8
¥ 83lo pguw £j> Hlaie ;I (Canada Oil & Gas Regulations, 2013: 6) ",l5 o ke (gjlwcs o Ll
)’Lé—l IYFA Sl oS pi 5 olpl e o 8 pd o Ay g BLissT (6,0l D)l )8 4438
0l 5o V& Bdle iy ym Bubo gy ol st (aiS &S Dy daled  in (o)l po a0 B)9d

1. Confidentiality
2. The Minister shall, at the request of the lessee, reissue the lease for a term of 21 years from the date
of the commencement of commercial exploitation.
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2. If, pursuant to Article 10.1 (c), the Contractor notifies the Management Committee that the
Discovery is of potential commercial interest, the Contractor shall prepare and submit to the
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Management Committee within one hundred and twenty (120) days of such notification, a proposed
Appraisal Program with a Work Program and Budget.

3. If commercial discovery is declared and a work programme has been agreed the production period
starts.
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