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Iran, as the first country in the Middle East to attempt concluding concession
contracts, faced criticism and popular opposition. Following the approval of the
1957 QOil Law, Iran, like many other legal systems worldwide, did not take steps to
update its concession contracts in the oil industry. However, a brief review of other
legal systems reveals the emergence of a modern generation of concession
contracts: concession contracts in France, license contracts in Britain, and lease
contracts in the United States, all considered part of this new generation. France,
as a developed country representing the Romano-German legal system, updated its
oil concession contracts from the perspective of the "administrative contract."
Meanwhile, the United Kingdom and the United States, both countries with
significant oil resources and development, introduced license and lease contracts
as new-generation concession contracts, reflecting the standards of the common
law legal system. In this article, we employ a systematic review methodology,
analyzing all relevant articles selected from various databases. Our goal is to
highlight the benefits and types of new-generation concession contracts and to
outline the reasons why countries with hydrocarbon resources tend to adopt these
contracts. Although these contracts do not explicitly address the ownership of the
concession holder over the reservoir or the government's ownership of the field,
the post-World War II developments prompted a transition from traditional to
modern concession contracts.
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Extended Abstract

1. Introduction

Iran was the first country in the Middle
East to enter into traditional concession
agreements in the oil industry. Following
increased public awareness and the
enactment of the Petroleum Act of 1957
(1336 Persian calendar), this contractual
model was prohibited in Iran. However,
many developed and developing countries
have continued to update it in the form of
modern concession agreements, licenses,
and leases. Considering current economic
sanctions, a lack of capital and technology,
and a provision in Iran’s 7th Development
Plan authorizing joint venture contracts,
revisiting the possibility of using modern
concession models has become necessary.
This study aims to comparatively examine
the evolution of concession agreements in
civil law (France) and common law (UK and
USA) systems, identify international
factors driving this transformation, and
analyze the concept of ownership in these
systems.

2. Methods

This research employed a systematic
review methodology. Relevant articles,
books, and legal documents concerning
both old and new concession agreements,
petroleum licenses, and oil and gas leases
were retrieved from reputable domestic
and international databases using specific
keywords. After screening, 26
authoritative sources (15 foreign and 11
Persian) were selected for qualitative
analysis. The data were analyzed
according to four main themes: (a) legal
characteristics of each contractual
system; (b) the role of the governing legal
framework; (c) political and economic
factors influencing structural change; and
(d) the status of ownership over petroleum
resources.
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3. Results

The evolution from traditional
concessions—characterized by  vast
territories, durations of 60 to 99 years, no
state oversight, and full ownership
transfer at or before the wellhead—has
givenrise to three modern models. First, in
France (civil law), modern concession
contracts take the form of "administrative
contracts," which allow unilateral
modification by the state. Second, in the
UK (common law), the "license"” model has
emerged as a regulatory-contractual
instrument whereby resource ownership
remains with the state, and the company
holds only temporary exploitation rights.
Third, in the USA (common law), the
"lease" model—applicable to both private
and public lands—is based on private
property rules and customary contract
law, with the landowner receiving a
royalty.

International driving factors include
United Nations resolutions on permanent
sovereignty over natural resources, the
emergence of OPEC, the entry of
independent  o0il  companies, the
establishment of national oil companies,
oil price hikes, Latin American experiences
(especially Mexico’s nationalization), the
enactment of specific petroleum laws (e.g.,
Iran’s 1957 law banning concessions),
rising economic awareness in developing
countries, and the Arab-Israeli conflicts.

Key changes in modern concessions
include a reduced term (25-30 years),
territorial limitation to a defined block,
increased state oversight (such as
approval of plans and budgets), and a fiscal
regime shift from fixed royalties to a
percentage of production combined with
progressive taxation. Regarding
ownership, traditional models granted the
concessionaire ownership of oil at or
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before the wellhead; in contrast, modern
models (license/lease) maintain state
ownership of the reservoir, with
ownership of produced oil transferring
only at the point of production. In Iran, the
1957 Petroleum Act, subsequent laws
enacted in 1974 and 1987, and the current
7th Plan have undergone significant
fluctuations, but no modern concession
model has ever been implemented.

4. Conclusion

Traditional concession agreements were
indeed unfair; however, their modern
counterparts—such as contemporary
concessions, licenses, and leases—while
maintaining state sovereignty and
ownership over the reservoir, serve as
effective tools for attracting capital and
technology in high-risk sectors (e.g., the
Caspian Sea). Countries like France, the
UK, and the USA have updated these
models accordingly.

Models vary according to their legal
systems. Iran has lagged behind due to
bitter past experiences and politicized
rhetoric. It is recommended to adopt the
license model, which is suitable for civil

Volume 10. Issue 5. Serial Number 21. Spring 2026. Pages 29 to 53.

law systems, and to reinterpret Article 81
of the Constitution to permit modern
concession contracts in new and high-risk
sectors. This approach could increase
production and foreign exchange
earnings—potentially restoring 2.5 to 3
million barrels per day, valued at $73 to
S100  billion annually—and  reduce
dependence on buyback contracts.
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liamentary-approval-oil-contracts-missedtranspar-
ency-opportunity [https://perma.cc/2MLQ-T6PU];
Gilbert Ankrah & Richie Osei Asiedu, Ghana: Parlia-
ment to Approve Petroleum Exploration Contract Be-
tween Ghana and AGM Petroleum, ALL AFRICA
(Nov. 29, 2013), https://allafrica.com/sto-
ries/201312020636.html [https://perma.cc/2GU4-
S5F97]; Alireza Ramezani, Iran Closer to Rolling Out
New Oil Project Contracts, ALMONITOR (Aug. 24,
2016), https://www.al-monitor.com/pulse/origi-
nals/2016/08 /iran-petroleum-contract-ipc-final-con-
firmation-parliament.html [https://perma.c ¢/K9M4-
VZEH]; Nermin Rehimova, Azerbaijan Parliament
Ratifies Agreements on “Umid-Babek” Block, AZ
REP. NEWS AGENCY (May 2, 2017, 4:36 PM),
https://report.az/en/energy/azerbaijan-parliament-rati-
fied-agreements-on-umidbabek-block/
[https://perma.cc/2Y85-DAID].
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For details concerning the importance of determining
whether the license is a contract or a regulatory act,
see Marc Hammerson, upstream oil and gas: cases,
materials, and commentary, Globe Law and Business,
2011, at 62-63.

S axrl e 5 e 4 i addlas g
Henry Cattan, The Law of Oil Concessions in the
Middle East and North Africa (Willis L. M. Reese,
Foreign Parker School of and Law Comparative eds,
1967)
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Wissem Heni & Amir Shafaie, Tunisia’a Draft Law
on Parliamentary Approval of Oil Contracts: Miss
Transparency Opportunity?, RESOURCE GOVERN-
ANCE (Mar. 15, 2017), https://resourcegovern-
ance.org/blog /tunisia%E2%80%99s-draft-law-par-
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Bernard G. Taverne, Petroleum, Industry and Gov-
ernments: A Study of the Involvement of Industry
and Governments in the Production and Use of Petro-
leum, at 61.
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Muhammed Mazeel, Petroleum Fiscal Systems and
Contracts, Diplomica Verlag ed., 2010.

3 Kirstin E. Gibbs, Felipe Alice, Giovanna M. Cinelli,
Christopher J. McAuliffe & John Crespo, Oil and
Gas Exploration and Production Law in the United
States Lexology (Mar. 19, 2019), https://www.lexol-
ogy.com/library/ detail.aspx?g=3bb5950e-2259-
43cd-9b3e-585e7b44ace4 [https://perma.cc/DM3 4-
BLS].
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Berkheiser v. Berkheiser [1957] S.C.R. 387 (Can.); 7
D.L.R. 2d 721.
2 LA. REV. STAT. § 31:114 (2018).
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