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ARTICLEINFO | Abstract

The aim of the current research is to investigate the requirement of domestic
PP: 427-455 share in international oil and gas contracts, a comparative study of Iran's laws
with the countries of Norway, Brazil and Nigeria. The oil industry is the largest
and most effective active industry in the country, and besides being the main
source of energy supply in today's world, it plays an important role in
determining the national power and international prestige of different countries.
The oil sector in Iran's economy has provided the majority of the country's
national income for many years, and in fact, this sector plays a dominant role in
the country's economy. The policy of requiring internal share can have both an
imperative and binding nature and an optional and interpretive nature. This
depends on various variables such as the level of development of countries, the
financial resources available in the country and the growth and maturity of
different economic sectors of the country. Accepting the mandatory nature of the
domestic share requirement and adopting a regulatory approach that aims to
implement and monitor the implementation of the laws and other tools of this
Keywords: Domestic policy by international oil companies will result in the application of regulations
Share Requirement, that are binding in nature and if ignored, may It can lead to severe financial
International Oil and Gas | sanctions or loss of license in some cases.
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Extended Abstract

Introduction

The oil industry is the largest and most effective
active industry in the country and, in addition to
being the main source of energy supply in the
world today, it plays an important role in
determining the level of national power and
international credibility of various countries.
One of the constant concerns of policymakers in
countries with oil and gas resources is to
maximize the economic benefits from the
exploitation of these non-renewable reserves by
designing and enacting appropriate laws and
policies to achieve the desired goals. Therefore,
they have enacted regulations regarding the need
to use domestic power with the aim of creating
employment, promoting and developing
domestic economic enterprises, and facilitating
the transfer of technical skills and technology in
their legal system, which have turned the
requirement to use domestic power into a
strategic issue that, in addition to benefits, also
creates major challenges. One of the important
issues of these policies is the "domestic share
requirement”, according to which the foreign
investor is required to provide a certain
percentage or amount of raw materials,
equipment, machinery, and services required by
the project under his investment from goods and
services produced domestically and use it in his
project. Among the benefits are: reducing
operational costs by minimizing the number of
foreign forces, creating a smooth flow of goods
and services, and eliminating the need to obtain
or extend a license for operations by foreign
nationals. Of course, developing a skilled
workforce and creating a competitive
environment among local suppliers who can
meet industry standards is a difficult and time-
consuming task and depends on factors such as
the quality of the educational system, the legal
environment  governing  the  business
environment, and the country's financial
strength, which are affected by the country's
infrastructure and macro conditions.

Methodology

This research has been conducted with a
descriptive-analytical approach and in a library
format and seeks to examine the requirement of
domestic participation in international oil and

gas contracts and a comparative study of Iranian
law with the countries of Norway, Brazil, and
Nigeria.

Results and Conclusion

A review of the historical course of contracts
concluded with foreign companies, as well as
laws and regulations since the discovery of oil in
Iran, shows that the '"domestic share
requirement” was not considered by the rulers of
the time until years after oil was extracted in
Iran, and the main focus was mainly on financial
and accounting considerations such as the
amount of tax on income and profit, ownership
interest or land rights, the method of distributing
income and profit and the resulting production,
and the amount of profit from investments, and
basic issues such as executive solutions for
empowering the country's oil industry have not
been given the slightest attention. Therefore, the
search for a domestic share requirement will not
lead anywhere for many years after oil was
extracted in Iran. Following the victory of the
Islamic Revolution, the issue of a domestic share
requirement was emphasized and considered in
different periods with the aim of strengthening
and using as much production, service and
export capacity as possible. And the issue of
using domestic capacity has been mainly raised
around four axes: employment and the use of
human resources, the provision of domestic
goods and services, education and technology
transfer. However, the existence of contractual
terms and laws has led Iran's oil and gas industry
to a large extent towards self-sufficiency and,
according to World Bank statistics, has made
about 70% progress in this area.

In general, comparing specific laws under the
general titles of the 1996, 1992 and 2019 laws,
there are differences in the topics: "Policy
objectives, main policy elements, company
share and policy instruments". However, the
main difference between the 2019 law and the
previous two laws is the discussion of
"Technology annex and issues related to the
development of science and technology and an
integrated system", which was not mentioned in
the previous two laws, which seems to bring
transparency and integrity if implemented
properly and will affect the more effective
implementation of this law.
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1 Article 15 of the Buy- Back Contract 2004: " Technology Transfer Plan
In accordance with section 7 of the MDP the contractor shall prepare the technology transfer plan for discussion with NIOC and agreement
by both parties."

2 Article 13.2 of Buy-Back 2008: "Contractor shall, during the Term of the Contract, transfer latest proven technology and know-how to
Iran, the detailed plan and schedules to be mutually agreed between Contractor and N.L.O.C. in accordance with the Appendix O".
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1 Atticle 15.4 of IPC: " the contractor shall during the contract term, transfer technology and know-how to Iran. the detailed concepts,
principles, procedures and schedules related to the comprehensive plan for the utilization, transfer and development of technology and
know-how are stipulated in Appendix "N" (Utilization , Transfer and Development of Technology Plan). The Contractor shall incorporate
and reflect the terms of transfer of technology plan in its agreements with its subcontractor(s), where applicable."

2 Article VI of ZN Vostok Contract 2020: "Transfer of Technology, Know-How and Expertise,

With due regard to the obligations of Contractor under the Contract, the JOA between IOC and the Iranian Partner shall include such
provisions to ensure that the required expertise, technology, knowledge and skills are passed along from IOC to Iranian Partner during the
course of the Contract. The overriding objective in this regard is to ensure that Iranian Partner, as soon as it is practicable, vested with all the
requisite managerial, financial, technical and legal skills to act as independently of foreign companies as Contractor in similar projects. As
such, the JOA between IOC and Iranian Partner shall provide for detailed plans to effectuate this objective, including but not limited to plans
giving Iranian Partner participatory rights and a progressively greater role, in the decisions and activities undertaken by Contractor under the
Contract."
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1 Norwegian Petroluem Direction (NPD)
2 Ministry of Petroleum and Energy (MPE)
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1 International Oil Companies (I0Cs)

2 “The right to subsea petroleum deposits is vested in the state. The petroleum deposits shall be administered for the benefit of Norwegian
society as a whole. The administration shall contribute to the development of Norwegian industry and be conducted with due regard to other
activities to local policy considerations and to the protection of nature and the environment.”

3 Section 54 of 1985 Petroleum Act: “The Ministry may, by regulations or in the individual license, issue further rules regarding the
implementation of this provision.”
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1 Sec. 22 of The 1979 License: “Expertise and Laboratory Services. The licensee shall, on [the Norwegian Petroleum Directorate (NPD)’s]
request, and within reasonable magnitude provide NPD with expertise and laboratory services for solving special problems related to
exploration and production.”

Sec. 23 of The 1979 License: “Research and Development Activity. At least 50% of research and development activities undertaken in v
connection with the activity on the license area under this PL [Petroleum License] shall be performed in Norway. The obligation for the
licensees will be further defined in an agreement entered into between the Ministry and the operator of the license area under this P.L. not

later than 30 days after this license has been granted.”
3 Preamble of 1981 Frame Agreement for Offshore Petroleum Technology Research & Development Activities: “Whereas it is a condition
for Company’s operatorship in PL [Production License] that it enters into an Agreement with the Norwegian Ministry of Petroleum and
Energy covering research and development activities”
Preamble of Frame Agreement on Technological Research & Development of March 1991: "the following frame agreement on
technological research and development concerning petroleum activities has today been entered into between the Operator on behalf of the
licensees and the Ministry of Petroleum and Energy”
Art. 2 of Frame Agreement on Technological Research and Development Concerning Petroleum Activities 1988 and Art. 2 of Frame
Agreement on Technological Research & Development of March 1991: "Purpose of Agreement: The purpose of this Agreement is, within
the scope of Article 3.1, to ensure that the Operator in his performance of R & D related to the activity carried out under the Production
License, to make use of and develop competence and know-how among Norwegian contractors in order to develop new technology to the
mutual benefit of the Operator and the Norwegian contractors.”
4 Art 4 of The 1981 Frame Agreement for Offshore Petroleum Technology Research & Development Activities: “Organization of Projects
In undertaking R&D projects in Norway, Company will ensure that relevant technology and know how which is at Company’s disposal will
be made available for the performance of such projects.
Company shall appoint a person in Norway that shall be responsible on behalf of Company for the day to day fulfillment of the obligations
of Company according to this Agreement.
R&D activities carried out under the scope of this Agreement may be organized in the following manner or combination thereof:

a. cooperation between the parent or affiliated company’s R&D headquarters and Norwegian industry and/or research institutions.

b. offering Norwegian industry and research institutions possibilities to perform tests of concepts, equipment and process (in Company’s or
affiliated companies’ laboratory) on installations offshore Norway or elsewhere. c. projects conducted for Company in Norwegian research
institutions and/or industrial companies.

d. professional and financial participation in R&D projects in Norway.”

5 Art 4 of The 1988 and 1991 Frame Agreements: “Organization of the Research and Development Activities In connection with R & D
activities under this Agreement, the Operator shall seek to utilize the acquired knowledge to develop products and services in co-operation
with Norwegian trade and industry.

If a product developed in co-operation with Norwegian trade and industry needs testing before it can be commercially utilized, the Operator
shall seek to contribute towards the testing of such products.

In undertaking R & D projects the Operator shall ensure that relevant technology and know-how at his disposal shall be made available for
the performance of such projects.

The Operator shall appoint a person who shall be responsible for the daily fulfillment of the Operator’s obligations according to this
Agreement. A notice specifying the appointment shall be submitted to the Ministry. R&D activities carried out under the scope of this
Agreement may be organized in the following manner or combination thereof:

a) by offering Norwegian contractors opportunities to test concepts, equipment, and processes on installations offshore, in Norway or
elsewhere,

b) by projects/studies conducted for the Operator by Norwegian contractors, ¢) by professional or financial participation in R & D projects.”
6 Art 5.4 of The 1991 Agrement: "The Norwegian contractor and the Operator shall aim at ensuring a mutual right to an irrevocable,
royalty-free, non-exclusive right to utilize in their own operations, inventions and other technology developed under a contract, which are
the other party’s property according to Article 5.3. Accordingly the parties shall aim at ensuring a mutual right to acquire patents of
inventions and other technology developed under a Contract, which are the property of another party according to Article 5.3. This right
shall not include the right of transference to any third party, either on commercial or non commercial terms. Participation in joint ventures or
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similar co-operations, shall in this connection be regarded as “own operations”. Such participation does not constitute the right to transfer to
other participants in such co-operations, technology which according to this agreement is the property of another party".

1 Goodwill agreement

2 Columbia Center,2016

3 ANP

4 Art 3 of the Decree 2016: "The program will be coordinated by the Steering Committee, which will have the following skills:

1 - define the goods and industrial segments to be encouraged through subsidies or by raising the percentage of effective local content;

1I - define the technological areas to be stimulated; (...)

V - define the segments in which the bonuses can not be used to fulfill the local content commitments;

VI - set limits on the use of subsidies to offset contractual obligations of companies or consortia;

VII - to examine the projects submitted by the Technical Operating Committee and its framework in the program;

VIII - submit to the ANP, by means of resolutions, conclusions on the eligibility of the projects in the program; IX - to propose adjustments
in the rates of local content to be applied to contracts for exploration and production of oil and natural gas;

X - request impact analysis of the measures adopted;

XI - propose to the National Energy Policy Council guidelines and improvements to Government policies towards competitiveness of the oil
and natural gas industry and its supply chain;

XII - propose guidelines and improvements to rules for implementation by the oil companies and natural gas resources for research,
development and innovation laid down in the concession contracts, onerous assignment and sharing of production (....)”
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1 Art 24.1 of The Model Contract 2015: "f the special share is due to a field in any quarter of the calendar year, the Concessionaire shall be
obliged to carry qualified expenses with Research, Development and Innovation in the areas of interest and topics relevant to the sector of
Petroleum, Natural Gas and Biofuel, in an amount equivalent to 1% (one percent) of the Gross Revenue of the production for such field.
24.1.1 The amount referred to in this paragraph is due for each field, originated from the Concession Area.

24.1.2 The Concessionaire shall have up to the 30th June of the year following the calculating calendar year of the gross revenue of
production to employ the application of these resources.

24.1.2.1 The Concessionaire shall provide ANP with a full report of the qualified expenditures with Research, Development and Innovation,
in the deadlines and formats defined in the applicable legislation.

2Art 24.2 of The Model Contract 2015: "At least 50% (fifty percent) of the resources provided in paragraph

24.1 shall be intended for universities or research and development institutes accredited by ANP for the implementation of activities and
projects approved by ANP in relevant subjects or priority area, defined in accordance with paragraph 24.6.

24.3 At least ten percent (10%) of the resources mentioned in paragraph 24.1 must be intended for the hiring of activities of research,
development and innovation in companies supplying the oil industry, in order to increase the ability of the industries for the purposes of
Local Content.

24.4 The rest of the resources provided in subparagraph 24.1 could be for the activities of research and development and innovation, in lines
of research or projects determined by the Concessionaire. The resources mentioned in this paragraph may be spent on facilities of the own
Concessionaire or through its affiliates, provided it is located in Brazil, or contracted by the companies based in Brazil and associated with
ANP, irrespective of the fact of these involve or be related to the operations of this Contract."

3 Art 24.5 of The Model Contract 2015: " Eventual qualified expenses with Research, Development and Innovation carried out by the
Concessionaire at amounts greater than the equivalent to 1% (one percent) of the Gross Amount of production or whenever obligations is
not deemed to perform such Expenditures, as per paragraph 24.q, may be compensated on behalf of the Concessionaire for the proof of this
requirement in future phases of this Contract.

24.6 A Technical-Scientific Committee, with responsibilities and composition as defined in a Resolution of ANP, shall annually prepare and
publish a list of priority areas, activities and projects of interest and relevant topics in research, development and innovation for the Oil,
Natural Gas and Biofuel industry.

24.7 In case of the Concessionaire is not intended to address all resources as highlighted by paragraph 24.1 the performance of Expenses
Classified as Research, Development and Innovation through June 30 of a given year, the missing amount should be invested in the
following year, plus 20% (twenty percent).”
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1 Petroleum Technology Development Fund (PTDF)
2 Petroleum Training Institute (PTI)
3 Nigerian National Petroleum Corporation (NNPC)
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1 The Petroleum Act 1969 of Nigeria, Paragraph 38 of Schedule (1):" The holder of an oil mining lease shall ensure that — (a) Within ten

years from the grant of his lease-

(i) the number of citizens of Nigeria employed by him in connection with the lease in managerial, professional and supervisory grades (or
any corresponding grades designated by him in a manner approved by the Minister) shall reach at least 75% of the total number of
persons employed by him in those grades; and

(ii) (ii) the number of citizens of Nigeria in any one such grade shall not be less than 60% of the total; and

(b) all skilled, semi-skilled and unskilled workers are citizens of Nigeria.

Qs Jb ol g8 Y
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1 Joint Venture

2 Article 43: Each operator shall carry out a programme in accordance with the country's own plans and priorities, to the satisfaction of the
Board, for the promotion of technology transfer to Nigeria in relation to its oil and gas activities.

Article 44: The operator shall submit to the Board annually a plan, satisfactory to the Board, setting out a programme of planned initiatives
aimed at promoting the effective transfer of technologies from the operator and alliance partners to Nigerian individuals and companies.
Article 45: The operator shall give full and effective support to technology transfer by encouraging and facilitating the formation of joint
ventures, partnering and the development of licensing agreements between Nigerian and foreign contractors and service or supplier
companies’ agreements for all such joint ventures or alliances shall meet the requirements of Nigerian content development to the
satisfaction of the Board.

Article 46: The operator or project promoter shall submit a report to the Board annually describing its technology transfer initiatives and
their results and the Minister shall make regulations setting targets on the number and type of such joint venture or alliances to be achieved
for each project.
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1 Article 38: (1) The operator shall submit to the Board and update, every six months, the operator's Research and Development Plan (R and
D Plan). (2) The Rand D Plan shall- (a) outline a revolving three-to-five-year plan for oil and gas related research and development
initiatives to be undertaken in Nigeria, together with a breakdown of the expected expenditures that will be made in implementing the Rand
D Plan; and (b) provide for public calls for proposals for research and development initiatives associated with the operator's activities.
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