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Upstream oil and gas contracts are governed by a set of N~

foundational principles whose recognition and application are
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essential for the development of modern and viable contractual SHTmE; A
(Original Article)

frameworks. Key principles include freedom of contract and
https://jrpl.illrc.ac.ir

party autonomy, freedom of evidence, autonomy in selecting
DOI:

jurisdiction and dispute resolution mechanisms, the principle of https://doi.org/10.22034/jrpl.2025.726138

pacta sunt servanda (the binding nature of agreements), optimal
resource management, and adherence to international best
practices in addressing environmental concerns. Despite their
varied forms, upstream contracts share common characteristics
such as international scope, complexity, divisibility, long-term

duration, and a close connection to the host state.
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A comprehensive approach that incorporates these core
principles and shared attributes is crucial throughout the
negotiation, implementation, interpretation, and termination
phases of such agreements. This approach also aids in assessing
the relevance and applicability of different legal doctrines to

upstream oil and gas contracts.
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of Contract, Good Oilfield Practices, Natural Resource
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1. UNIDROIT Principles of International Commercial Contracts, 2016, Art. 1.1: “(Freedom
of contract) The parties are free to enter into a contract and to determine its content.”
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or any other act to be made in or evidenced by a particular form. It may be proved by any means,
including witnesses.”
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1. Ibid, Art 3.1.2: “(Validity of mere agreement) A contract is concluded, modified or
terminated by the mere agreement of the parties, without any further requirement; COMMENT:
The purpose of this Article is to make it clear that the mere agreement of the parties is sufficient
for the valid conclusion, modification or termination by agreement of a contract, without any
of the further requirements which are to be found in some domestic laws.”
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1. Petroleum (Submerged Lands) Act 1967, Act No 118 of 1967-81 (Cth) Canberra, Australia,
Art. 5(1): “...all those things that are generally accepted as good and safe in the carrying on of
exploration for petroleum, or in operations for the recovery of petroleum, as the case may be.”
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1. Model Concession Contract for Exploration and Production of Oil and Natural Gas,
Federative Republic of Brazil Ministry of Mines and Energy, Brazil, 2013, art 5.3, art 5.9, art
9.10.1,art 10.3.1, art 10.10, art 11.2, art 11.14, art 12.7, art 12.11, art 14.10, art 14.12, art 14.17,
art 18.6, art 20.2, art 21.1, art 33.9.

2 Ibid, Art. 1.3.28: “Best Practices of the Oil Industry: means practices and procedures generally
employed in the oil industry in the world, by prudent and diligent companies, subject to
conditions and circumstances similar to those experienced with regard to appearance or relevant
aspects of the Operations, aiming mainly to guarantee: (a) application of the best world
Exploration and Production techniques in force; (b) conservation of oil and gas reserves, which
implies the use of methods and procedures appropriate to maximize the recovery of
hydrocarbons in a technical, economic and environmentally sustainable way, with the
corresponding control of the decline of reserves and the minimization of losses on the surface;
(c) operational safety, which requires the employment of methods and processes that ensure the
safety of operations, contributing to the prevention of incidents; (d) preservation of the
environment and respect to the people, which determines the adoption of technologies and
procedures associated with the prevention and mitigation of environmental damage, as well as
the control and environmental monitoring of the operations of Oil and Natural Gas Exploration
and Production.”
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1. Agreement on the Joint Development and production Sharing for the Azeri and Chirag Fields
and the Deep Water Portion of the Gunashli field in the Azerbaijan Sector of the Caspian Sea,
among the State Oil Company of the Azerbaijan Republic and Amoco Caspian Sea Petroleum
Limited, BP Exploration (Caspian Sea) Limited, Delta Nimir Khazar Limited, Den Norske Stats
Oljeselskap a.s, Lukoil Joint Stock Company, Mcdermott Azerbaijan Inc., Pennzoil Caspian
Corporation, Ramco Hazar Energy Limited, Turkiye Petrolleri A.O., Unocal Khazar Ltd.,
Agreement Date: 20 September 1994, Verification Date: 1 February 2003, art 4.1(a) at 10.
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1. Production Sharing Agreement for Petroleum Exploration Development and Production in
the Republic of Uganda, Between the Government of the Republic of Uganda and Tullow
Uganda Limited, In respect of Exploration Area 1, Art. 18.1 at 41: “Out of the total quantity of
Crude Oil production to which the Licensee is entitled in each Calendar Quarter, the
Government may elect to take a quantity of Crude Oil, of the gravity, grade and quality of its
choice, that the Government requires to satisfy the requirements of internal consumption in
Uganda for such Calendar Year... .”

2. Production Sharing Contract between the Government of the Republic of Kenya and ERHC
AGC Profond Ltd., Art. 29: “The Contractor shall have the obligation to supply in priority
Crude Oil for domestic consumption in Kenya and shall sell to the Government that portion of
the Contractor's share of Production, which is necessary to satisfy the domestic supply
requirements in accordance with the following provisions.”
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1. Production Sharing Agreement between the Government of the United Republic of
Tanzania, Tanzania Petroleum Development Corporation and PanAfrican Energy
Tanzania Limited, Relating to the Songo Gas Field, Dar es Salam, Art. 15:
“PanAfrican Tanzania shall give preference to the purchase of Tanzanian goods and
materials; provided, however, that such goods and materials are of an acceptable
quality and are available on a timely basis in the quantity required, on competitive
terms.”

2. lbid, art 15.2: “PanAfrican Tanzania shall also give preference to the employment
of Tanzanian service contractors as far as they are financially and technically
competent and possess the necessary skills to perform the work required by
PanAfrican Tanzania, and such contractors are available on a timely basis and on
competitive terms.”

3. Production Sharing Contract between the Government of the Republic of Kenya
and ERHC AGC Profond Ltd., Art, 13: “The Contractor, its contractors and
sub-contractors shall, where possible, employ Kenya citizens in the Petroleum
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Operations, and until expiry or termination of this Contract, shall train those citizens.
The training program shall be established with the consultation of the Minister.”

1. Ibid, art 31.1: “The Contractor, its contractors and subcontractors shall give
preference to Kenyan materials and supplies for use in Petroleum Operations as long
as their prices, quality, quantities and timeliness of delivery are comparable with the
prices, quality, quantities and timeliness of delivery of non-Kenyan materials and
supplies.”
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1. Production Sharing Contract between the Government of the Republic of Kenya and ERHC
AGC Profond Ltd., art 25(1): “The volume and quality of Petroleum produced and saved from
the Contract Area shall be measured by methods and appliances customarily used in good
international petroleum industry practice and approved by the Minister.”

2. Agreement on the Joint Development and production Sharing for the Azeri and Chirag Fields
and the Deep Water Portion of the Gunashli field in the Azerbaijan Sector of the Caspian Sea,
art 13.2(a) at 41: “the volume and quality of petroleum produced by contractor shall be
measured by methods and appliances in accordance with generally accepted international
Petroleum industry practice, and shall be monitored by the Parties.”
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2 Production Sharing Agreement for Petroleum Exploration Development and Production in
the Republic of Uganda, art 15.1: “Crude Oil shall, for all purposes of this Agreement, be valued
at the end of each Month ... the market price (“Market Price”) used to value Crude Oil shall,
where arm’s length sales transactions is freely convertible currencies of Crude Oil to third
parties have been made during the preceding month, be the weighted average of the per Barrel
net realized price obtained FOB at the Seaboard Terminal or any other point of export for such
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arm’s length third party sales less, in the event that a separate pipeline company is formed
pursuant to paragraph 16.2, the average tariff charge per Barrel for such month imposed by the

pipeline company for transporting the oil from the Delivery Point to the Seaboard Terminal or
any other point of export.”
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