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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 aplgroach of supporting national interests and
localization within the framework of the oil and gas law in Iran.
One of the im;lt)ortant results of this research is the separation between
commercial wells, commerciality of the field, commercialization of the field,
ﬁroductlon 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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’f‘fd&k«glf};ly‘)ajwﬂa);d «sirl Gad> ol FY

58 gyl 5 g canogi )b 18 ol 3 ol & pwlidines slaShg ] B L Pl s plos
48l55 10C 31 395 &yjn 5 Sy b ]y Sllas plos |

ol 8y S lye s S ags )3 S )lie I8 )3 JL VY )l g g SLassT lgie
dozil (e 5 )l cldas 8 (slals & gl o cunl (o5 LS Sl ol
Cansi S8 il ol s i (slalons by slan jluly plite g7 5 Ll B 53
o 15 Ly dlasl |y Sl g oslizad (ol dbgrye (slasibly o i JS1 (3he Iy
¥.(Badra Service Contract, 2009: 7) * ¢l aiusly

g Cudyls o 56,10) (g)ls BLST (0 &S Canl (pl wld)lyE dw pl pes 5l sy LB &S
98 )il g Jl wpsd Sl 5 il cud )l (giluyld g d5de byd g Sl
Togd Jeill e S L g Jos ) il cud b ol ()b g 50 &S Jb 3 93,5 oo (o)
dats Lol )b 3939 (gilwg b slolid SN o olacglss B e (glasldylyd )5 coply g8l
) €5 )59 Ao plie A 4y bgto et ] os30eobaidl o sl ) bl Gt STl

Ol O 0 g (iled 48 L il b . ¥ .Y
L iz o Cul 48,55 )13 S ISE a2y 3590 Clyyde 5 (iled (o )3 paditas ok 4 (Gilus)bS
b 50 albdyld o (gileeylod 5l &S dg0d o)Ll (63)lg0 4 lgt o 5 (gldldyl 8 aciin awyp
AYFY i ol )8 0,88 iy (glya! g Aol Bla] sy 8B YY B3lo V Al diges (gl Conl 00035
Crowd | oddadgr (i dlge jl CaSoyin jliais oS Wb o Jloj 1) (o0 (o)l o sme Eop U
£5 3 3 ol bl 05 g2 b sl wlite b sl yoioss Sllas &l dogss
sobds &l e (i Lo 9 W psrde 4 ]y (Silec)s g 039 ()l alej )3 S Ll
8l 3 10C (oo o uis (ais Ohaw 0 IYOY cd 9l 4 asgl Wb o cub

5 o¥bl 5 39w 5 wlope g plen Gkl b cans ag @ STy asli ) ilud GS e

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.
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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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