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- One hundred years old

Part 7

According to the remain-
ing documents of the Qajar
period, 17 years before
William Darcy succeeded
in extracting oil extraction
points, an Indian business-
man who benefited from the
privileged position of the
port of Bushehr, who for
many years exported and
imported merchandise in
this thriving Gulf port After
discovering that oil from
natural gas and bitumen
was released from the area
sometime away from his
work in the Dalaki area, he
decided to take part of his
capital in a risky way to
extract oil. To work. Albert
Houston of the Netherlands,
who, along with his chil-
dren in Bushehr, managed
the «Hotz and the Sons»
thriving house. He was
thinking that he would find
oil resources like wealthy
Americans. They are the
ones who get the Dalaki oil
extraction from the Iranian
government. Then dig a
well in the «Dalaki» that
was fruitless. With the inef-
fectiveness of the drilling
operation, Hutsen preferred
to save the remnant of
wealth to return to the same
business and return to the
mining company in lran. It
was previously mentioned
that following the award of
Reuters> famous and con-
troversial points, the Qajar
government was forced to
cancel the concessions due
to public opposition and
the threat and pressure of
Russia. The controversies
and margins of this privi-
lege were so high that even
some of the Qajar princes
benefited from this oppor-
tunity to strike on the main
contractor, Mirza Hussein
Khan Sepahsalar, and to
Nasir al-Din Shah, a nigger
of his own.

Translator: Mojgan valadkhani

Khark Petchem
Plant 8-Months
Revenues at
$246m

Khark Petrochemical Plant
has generated 246 million
dollars in revenues in the

first 8 months of the current
Iranian calendar year which
began on March 21.

The plant supplied 771,000
tons of petrochemicals during
the period, NIPNA reported.
Operating at 102% of its
nameplate capacity and one
of the oldest petrochemical
facilities in Iran, the company
exported all its output in the 8
months.It produces items like
methanol, propane, butane,
naphtha and sulfur which are
mostly exported.

Gholamreza
Manouchehri, head of
NIOC’s Development
Engineering Depart-
ment, talks to TOGY
about the upstream
opportunities on offer
for foreign investors in
Iran. The Development
Engineering Department
is responsible for super-
vising, integrating and
interfacing activities
between international
firms and NIOC’s affili-
ated companies.

The National Iranian Oil
Company is the central
state-owned oil and

gas company in Iran,
responsible for manag-
ing the country’s oil
and gas reserves. Its ac-
tivities span exploration,
development, produc-
tion, drilling, refining,
marketing, distribution
and exports.c On EPCF
contracts: “There is
another new contract
model, EPC+F, that
NIOC has proposed for
smaller upstream and
midstream EPC pro-
jects. Under this model,
the consortium of EPC
contractors — not the

oil companies — fi-
nances about 20% of the
project with their own
assets and budget, 40%
is funded by NIOC di-
rectly and another 40%
has to be financed by
the contractors through
an NIOC guarantee.
They can obtain financ-
ing from the National
Development Fund,
local banks or even
foreign investors and
funds.”s On reserves
estimates: “Based on
the field studies we
already received from
10Cs — about 30 reports
— many lranian oil and
gasfields, greenfield or
brownfield, have higher
reserves and produc-
tion capacity than we
previously imagined.

I believe NIOC will
soon have to update

the figures for Iran’s

oil reserves, which will
bring a major change

to our weight in OPEC
and other international
agencies.”Most TOGY
interviews are published
exclusively on our
business intelligence
platform TOGY: N, but
you can find the full
interview with Ghola-
mreza Manouchehri
below.

What opportunities
does Iran’s oil and

gas industry offer to
foreign investors?

Olpl O Cmiwe (sl & g (9 ¥ 5105 5 I

Dr. Manouchehri:

Iran is the best place to develop oil and gas fields

Based on the field stud-
ies we already received
from 10Cs — about 30
reports — many Iranian
oil and gasfields, green-
field or brownfield,
have higher reserves
and production capacity
than we previously im-
agined. | believe NIOC
will soon have to update
the figures for Iran’s

oil reserves, which will
bring a major change to
our weight in OPEC and
other international agen-
cies. Iran, together with
Iraq, provides the best
opportunities for 10Cs.
There are many uncon-
ventional oil plays in
the world, such as shale
oil and gas in North
America, but for con-
ventional plays, Iran has
the best potential at the
moment. Our new [PC
[Iran Petroleum Con-
tract] model is solid and
the 10Cs understand
that it establishes a good
frame for a long-term,
win-win partnership.
Even though we are

still experiencing some
problems regarding the
sanctions and the US,
we are receiving a lot of
interest from European,
Russian and Chinese
companies, and also
from countries such as
South Korea, Japan,
Singapore, India, Ma-
laysia and Indonesia.
With our qualified la-
bour force, service and
EPC companies will
support the develop-
ment of the upstream
industry and increase oil
production in the com-
ing decades.

How do you negotiate
these opportunities
with 10Cs?

We were able to start
negotiations with many
10Cs after receiving
their proposals and
studies. We sometimes
go through tenders, but

mostly through direct
negotiations, sometimes
with several companies
at the same time. As

of today we have 10
negotiation teams for 10
different fields and have
made a lot of progress.
Fortunately, the contract
model is finalised. The
main text, as well as
14-15 appendices, is
finalised, so there is no
ambiguity for foreign
companies willing to
enter the market. We
provide them with this
information through
confidentiality agree-
ments. They have time
to review the informa-
tion related to the reser-
voir, service facilities,
etc. and we let them
visit the sites during the
MoU process.
Following this, our
negotiation teams dis-
cuss the legal aspects,
scope of work, financial
aspects and so on. First,
we negotiate the techni-
cal and phased develop-
ment of the project. Af-
ter finalising the scope
of work for 20 years, we
discuss the fiscal model,
commercial terms and
legal aspects.Other
[bodies] supervise these
negotiations based on a
bylaw that we have, and
We are communicating
with them to ensure
that after the contract

is signed there are no
other concerns or ques-
tions. This is what we
did for Total. There was
a lot of discussion after
the South Pars phase 11
contract was signed, but
it was resolved. This is
the procedure we follow
and the 10Cs are happy
with that.Because [the
10 fields under negotia-
tion] are huge projects,
10Cs also need to have
consortiums with an Ira-
nian partner. Each con-
tract has to be signed

by one Iranian company
and two or more 10Cs.
We normally start our
negotiations with the
main company, which
may be the operator in
the future. They bring
their partners into the
negotiation at a later
stage. We typically aim
to conclude the nego-
tiation process in a few
months.

Which shared fields
are the government’s
priority?

Azadegan and Yada-
varan. We also have

the West Paydar, Azar,
Aran, Cheshmeh-Khosh,
Sumar, Changouleh,
Yaran, Dehloran, Sohrab
and Arvand fields and
the South Pars Oil Layer.
We further have some
other important fields for
which we started nego-
tiations.Azadegan is the
major project that has
gone to tender. However,
the most attractive pro-
ject regarding reserves
quantity and quality is
Yadavaran. For Azade-
gan, oil reserves stand
at 34 billion barrels and
we expect, within a 20-
year development plan,
15% recovery. If we can
extend the contract to
40 years, the recovery
would be 25-30%.
Yadavaran is almost the
same, with 31 billion
barrels in reserves but a
better reservoir qual-
ity, and we can expect
higher productivity.
Right now, for Yada-
varan we have the same
15% recovery objective
for a 20-year contract.
The total production of
each of these fields is
expected to reach
600,000 bopd, for a
combined 1.2 mil-

lion bopd.What other
upstream opportuni-
ties exist for foreign
investors?

There are other green-

field and brownfield
opportunities, some of
them offshore. There are
Farzad-A and -B, which
are both greenfields.

We are negotiating with
an Indian company for
Farzad-B. Some compa-
nies, such as Gazprom
Neft, have already made
discoveries on these
fields.

We also have Kish, a
greenfield, and many
companies want to
develop it as it’s bigger
than three South Pars
phases and has good-
quality gas. We have
another greenfield reser-
voir, Belal, which is not
that big.

Iran now has excess gas,
which can be directed
towards the downstream
sector. Any investor in
upstream gas will also
have to finance down-
stream developments.
We will sign contracts
based on the IPC model
for upstream develop-
ments, while down-
stream will be open to
direct investment from
international companies.
We will also support
investment in LNG
plants to export gas. For
projects such as Kish,
Farzad and others, we
insist that investment in
upstream has to be sup-
ported by LNG produc-
tion in the midstream.
How will upstream
projects be financed?
Every IPC contract will
be 100% financed by
the consortium mem-
bers. Total, CNPC and
Petropars will invest
based on their respec-
tive shares. Total and
CNPC will finance the
project partly with their
own funds and partly
through credit loans.
There is another new
contract model, EPC+F,
that NIOC has proposed
for smaller upstream
and midstream EPC
projects. Under this
model, the consortium
of EPC contractors —
not the oil companies

— finances about 20%
of the project with

their own assets and
budget, 40% is funded
by NIOC directly and
another 40% has to be
financed by the contrac-
tors through an NIOC
guarantee. They can
obtain financing from
the National Develop-
ment Fund, local banks
or even foreign inves-
tors and funds.

Which EOR technolo-
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gies are best suited for
Iranian oilfields?

We want EOR to be a
part of the commitment
of the IOCs in all new
contracts. However, the
first wave of additional
production will not be
based on the implemen-
tation of EOR technol-
ogy, but on the drilling
of new, better-designed
and better-equipped
wells, with new drilling
methods.

In a second phase, based
on the companies’
proposals, water flood-
ing will be introduced
to increase oil recovery
from 5-6% to up to 15%
over a 20-year period.
Over a longer period

of time, other methods
could include chemical
injection.

To what extent can
Iran’s crude oil
production capacity
increase?

Based on the studies
that we have done in the
last 15 months, we es-
timate that in 10 years,
we can obtain 3 million
bopd of additional pro-
duction from the fields.
We did have this kind
of record back in the
1970s, and we can come
back to this figure and
add another 1 million
boepd of condensate. It
depends on how much
investment can be
absorbed and how many
companies will come.
If we can overcome the
challenge of invest-
ment and technology,
Iran is the best place

in the world for new
conventional oil and
gas developments.
Reaching even 9 mil-
lion bopd is possible
over a 20-year devel-
opment programme.
We understand there

is another 100 years

of work that remains
to be done in Iran’s oil
and gasfields. TOGYiN
features profiles on
companies and institu-
tions active in Iran’s
oil and gas industry,
and provides access to
all our coverage and
content, including our
interviews with key
players and industry
leaders. TOGY'’s teams
enjoy unparalleled
boardroom access in
35 markets worldwide.
TOGYIiN members
benefit from full access
to that network, where
they can directly con-
nect with thousands of
their peers.
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