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RUSSIA AND IRAN SIGN FLURRY OF ENERGY DEALS, WHAT'S NEXT?

- 11.11.2016

Oil Price, 10 Nov 2016

As lifting of sanctions on Iran boosted the influx of Iranian crude into international oil markets,
some analysts and industry experts reckon that Iran and Russia are likely to be forced to compete
with each other for market share in European and Asian markets, especially in the wake of
growing tensions between Russia and Europe. However, a number of developments in Moscow-
Tehran relations, point to the countries pursuit of a collaboration strategy rather than direct
competition in the oil and gas industry and in the energy sector on the whole.

After the former saw its sanctions removed, Iran and Russia have demonstrated a distinct effort in
tightening their cooperation in energy, industrial and infrastructure projects and investment. In
July 2016, Russia and Iran signed a new strategic five year plan that encompassed thirteen
agreements that focused on energy, construction and trade. It appears as if Russia has been given
a priority position for investment: a $1 billion offshore rig contract was awarded to a Russian firm;
1 billion Euros of a total 2.2 billion Euro loan plan will be allocated by Russia towards construction
of a power plant in Iran, and the construction of a new transport rail system called the North-South
Transport Corridor (N.S.T.C.) connecting India, Iran and Russia via Azerbaijan is also to be co-
financed by Russia.

Russia is also a preferred partner in helping Iran with expanding Irans nuclear power generation
capacity.

To be able to increase its oil output significantly, Iran needs to replace its outdated oil equipment
and infrastructure, which requires large foreign investments worth billions of U.S. dollars. A big
chunk of investments is expected to come from developing fifty Iranian greenfield and brownfield
oil and gas projects offered to international bidders under production-sharing agreements as
described by the Iran Petroleum Contract; whereas the results of the bidding are expected to be
announced in the beginning of December. Among Russian companies participating in the biddings
are LUKOoil, GazpromNeft, Gazprom International, Zarubezhneft and Tatneft.

Lukoil and Gazprom have already been shortlisted for a number of projects in Irans oil and gas
industry.



Lukoil has completed the technical evaluation of the fields Ab Teymour and Mansouri, and as
Lukoils President Vagit Alekperov discussed the development of the two oilfields in meetings with
Oil Minister Bijan Namdar Zanganeh and NIOC Managing Director Ali Kardor during his visit to Iran
in September, he announced to the media that a study on the type of investment is now underway.

While confirming studies on new model of Iranian oil contracts, he also pointed out that
contractual exigencies for extent and volume of oil fields to be developed were at the stage of
being elaborated.

"We are in active dialogue. We have an agreement, in terms of which we are working on
exploration of the Persian Gulf shelf and a number of provinces," stated the President

Russias leading gas company Gazprom and its oil industry offshoot [] GazpromNeft [] are also at the
stage of working out several agreements on developing Irans oil and gas projects. When Russian
ambassador to Tehran Levon Dzhagaryan visited Tehran in August, he confirmed the same.

Memorandums between Gazprom and the National Iranian Oil Company, as well as between
GazpromNeft and the National Iranian Oil Company on the development of oil and gas fields are at
the stage of being agreed, ambassador was quoted telling the press.

Earlier this year Gazprom submitted a formal request to become a partner of the NIOC in the
construction of the countrys first natural gas liquefaction plant.
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