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Abstract

The essential element for the successful execution of any
project is its financing. In the oil and gas industry, due to the
substantial investment required and the long lifecycle of
projects, there is a predominant inclination towards project-
based financing. Project financing is based on long-term
borrowing and, considering two key features-high financial
leverage and non-recourse and/or limited recourse to the
sponsors and shareholders of the project-it compels lenders to
conduct a thorough and comprehensive assessment of the
project risks, and consequently, to evaluate the bankability of
the project. The oil and gas industry, due to considerable
expenses, long durations, and multiple risks such as
fluctuations in oil prices, environmental issues, and political
risks, requires reliable financial and contractual structures.
One of the main challenges faced by authors of oil contracts
in Iran has been the risk management system and,
consequently, the bankability of these contracts. This article
analyzes the impact of various risks on cash flows and the
ability to manage these risks in order to enhance the
bankability of oil and gas projects, with an emphasis on the
model of Iran Petroleum Contracts[(IPC), which currently
follows a service contract framework.
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