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ABBASOVERVIEW

Iran is an energy powerhouse and holds the world’s 

fourth largest proved crude reserves and the world’s second  

largest natural gas reserves.

Iran produced 3.65 million bbls/d of oil in 2016 and 19.5 

bcf/d of natural gas.

State-owned companies dominate the activities in the oil 

and gas upstream and downstream sectors. The three key 

state-owned enterprises are the National Iranian Oil Company 

(NIOC), the National Iranian Gas Company (NIGC) and the 

National Petrochemical Company.

After receiving sanctions relief, Iran has been aggres-

sively increasing its oil production in order to regain global  

market share. In 2016, Iran boosted crude production by 25 

per cent. However, the U.S. once again instituted sanctions 

on Iran over its nuclear program in early 2018, which could 

damage investment going forward.

The Iranian constitution prohibits foreign or private  

ownership of natural resources. International oil companies  

can participate in exploration and development phases  

through buyback contracts.

Iran is looking to boost production by 20 per cent by 2021 

to five million bbls/d. To accomplish this goal, Iran will be  

looking for $200 billion in foreign investment.

Iran recently introduced a new contracting model, the Iran 

Petroleum Contract. 

The new contract allows foreign companies to establish 

joint-venture partners with Iranian companies.

Iran

OIL

GAS

OIL & GAS RESERVES 

158,758 (million boe)

OIL & GAS PRODUCTION

6,865 (thousand boe/d)

ACTIVE E&P COMPANIES/ACTIVE CANADIAN E&P COMPANIES

15/0

RESERVE LIFE

124.0 years

PRODUCTION FIVE-YEAR CAGR

3.9%

FIVE YEAR PRODUCTION (MILLION BOE/D)

OIL PRODUCTION GAS PRODUCTION

59% 41%
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Iran ranks as a high-risk/high-return export market in 

our analysis. It has opportunities in heavy oil and enhanced  

oil recovery.

While there have reportedly been tight oil and gas  

discoveries in the country they are higher cost than  

conventional Iranian production.

Approximately $21 billion in capital expenditure will be 

spent by Iran on oil projects between 2018 and 2021, to  

ensure that production grows to around 4.9 million barrels 

per day in 2021, according to GlobalData, a leading data  

and analytics company.

Enhanced oil recovery
According to BMI Intelligence, Iran is using outdated  

technologies with recovery rates of 20–30 per cent.  

This provides an opportunity for developed oil and gas  

corporations to introduce modern methods of enhanced oil 

recovery (EOR) in Iran.

Iran is actively looking to increase production from mature 

fields, where it wants to increase recovery rates to average 

40 per cent over the next 30 years. The Iranian parliament 

passed a law in 2017 demanding its oil ministry increase the 

oil and gas recovery rate.

The enhanced oil recovery (EOR) is vital for Iran, be-

cause its in-situ oil resource stands at 712 billion barrels with  

a natural recovery rate below 15 per cent. Even after gas and 

water re-injection, the recovery rate roughly reaches 25 per 

cent. The law demands the oil ministry uses all tools and 

private companies’ capacities to invest in EOR projects, es-

pecially in joint fields.

One of the blocks with low recovery rate is West Karoon, 

containing 56 billion barrels of in-situ oil. West Karoon  

includes five major fields, all of which are jointly owned 

with Iraq and have a recovery rate below 10 per cent on  

average. Iran plans to ask foreign contractors to at least  

double this figure.

Iran plans to issue tenders to develop 49 oil and gas projects, 

including West Karoon projects, based on a newly designed 

contract model, called Iran Petroleum Contracts, or IPC. IPC 

allows foreign companies to own a percentage of production 

volume, which encourages contractors to enhance recovery 

rates to take more oil and gas.

Heavy oil
Heavy oil is produced from the Yadavaran, South Azadegan 

and North Azadegan oil fields in the West Karoun region.

Iran is looking to boost production by 500,000 bbls/d 

from these fields in the next few years.

Iran is expected to spend $13.1bn as capex on conventional 

oil and $7.9bn on heavy oil projects during 2018 to 2021, with 

annual spending peaking in 2019 at $5.7bn.

OPPORTUNITIES

Unconventional resources
In April 2015, the Ministry of Petroleum announced a new 

shale oil discovery in the Lorestan Province. The exact shale 

oil discovery value was never disclosed.

The production cost of conventional oil in Iran is under $10/

bbl while the production cost of shale oil is in the range be-

tween $10/bbl and $80/bbl. In a low commodity environment, 

it would be economically irrational for Iran to develop shale oil.

Natural gas 
Iran has the second largest proven natural gas reserves 

in the world. Iran holds 17 per cent of the world’s  

proved natural gas reserves and more than one third of  

OPEC’s reserves.

According to NIGC’s strategic objectives, Iran is planning 

to increase the natural gas share of its domestic energy mix 

and more than double its natural gas processing capacity 

from approximately 20 bcf/d in 2014 to 42 bcf/d by 2025.

The international sanctions had an impact on Iran’s natu-

ral gas sector, even though Iran’s natural gas sector has been 

expanding, but production growth was lower than expected 

due to a lack of technologies and foreign investment.

Offshore
Iran has an estimate of 500 million barrels of oil mostly  

located in the Caspian Sea. 

It also has significant offshore gas production, located 

mostly in the South Pars Gas Field. Located offshore in the 

Persian Gulf, it holds almost 40 per cent of Iran’s proved natural  

gas reserves. There is a 24–phase development plan in 

place for the South Pars. Iran has invested $55 billion in this  

project, but needs another $11 billion to finish it. The goal 

for 2016 was to attract $6.4 billion foreign investment to  

support this project.

Iran will need additional offshore facilities, product- 

transfer pipelines to onshore facilities, onshore facilities,  

gas pipelines and export facilities to support this project.

Service sector
In 2014, the total oil service market in Iran was at $12 bil-

lion with approximately 60 per cent originating from onshore 

oil and gas activities. The easing of sanctions has created 

an expanding market for a service industry searching for 

growth opportunities.

Iran is planning to increase the natural gas share of its  

domestic energy mix and more than double its natural gas  

processing capacity from approximately 20 bcf/d in 2014 to  

42 bcf/d by 2025. Iran is looking to boost oil production by  

20 per cent by 2021 from 3.8 million bbls/d to five million bbls/d.  

The country is using outdated technologies with a recovery  

rate of 20–30 per cent. 
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Local content
Iran is working towards localizing almost its entire oilfield 

supply chain.

Oil Minister Bijan Namdar Zanganeh recently an-

nounced over $6 billion worth of contracts to manufacture  

much-needed equipment in oil and gas sectors. The contracts 

are aimed at supporting private sector growth in the local  

oilfield equipment industry. The minister added that  

the government has called for allocating major projects to 

local EPC (engineering, procurement, and construction) and 

EPD (engineering, procurement and drilling) contractors.

The ministry has produced a list of locally-produced items 

that domestic contractors will be required to use.

A government report said that currently nearly two-thirds 

of demand for oil and gas equipment is met by domestic 

manufacturers and the current push will bring that number 

up to 85 per cent.

The ministry has taken measures to boost the domestic  

manufacture of oil equipment to stem the outflow of capital. 

In 2014, a committee was set up to pursue the production 

of 10 major categories of equipment for the key oil and gas 

sector, including turbines and compressors.

Iran also wants to expand the production of other pieces 

of equipment, such as control valves, pipes, rotating machines 

(turbines and compressors), smart pigs used in cleaning the 

pipes, oil and gas measurement tools as well as equipment 

associated with health and safety.

Reportedly, devices used in oil and gas exploration/ 

production, including various types of drill bits as well as 

wellhead and downhole equipment, are being produced by 

domestic manufacturers.

Infrastructure
Iran is planning to increase its refining capacity for crude 

and condensate by more than 70 per cent within the next 

four years. The country is planning to raise capacity from 1.85  

million bbls/d to 3.2 million bbls/d by 2020.

Iran lacks domestic financing to expand its oil and gas  

sector infrastructure. Iran is looking for $200 billion in foreign 

investment for infrastructure development ($130 billion for  

exploration and $70 billion for crude processing and marketing).

Despite its abundant natural gas resource, Iran is a minor 

exporter due to a lack of transport infrastructure. Iran  

transports natural gas via pipelines to three neighbouring  

countries (Turkey, Armenia and Azerbaijan). Iran supplies less 

than one per cent of global natural gas exports and has no LNG  

export terminals.

DOING BUSINESS IN IRAN

Iran prohibits foreign or private ownership of natural  

resources and production-sharing agreements (PSAs).  

The government permits buyback contracts that allow  

international oil companies to enter exploration and  

development contracts through an Iranian subsidiary.  

The buyback contract is similar to a service contract and  

requires the contractor (or IOC) to invest its own capital and  

expertise for development of oil and natural gas fields.  

After the field is developed and production has started,  

the project’s operatorship reverts back to NIOC or the  

relevant subsidiary.

The country, however, is working on a new contract 

model called an integrated petroleum contract (IPC) that will  

operate similar to more traditional PSAs. IPCs will cover a 

time frame of 20–25 years, which is twice the amount of time  

permitted in the buyback contract. The IPC will encompass the  

exploration, development and production phases, along with 

the possibility to extend into EOR phases. This proposed  

contract model is different from the current buyback  

contracts, which only cover the exploration and development 

phases. This modification aims to rectify issues with field  

decline rates by including the IOC in the production and  

recovery phases, while optimizing technology and knowl-

edge transfers. To help facilitate knowledge transfers and  

technology transfers, the IPC will require IOCs to fulfill Iran’s 

local content requirement, which may be 51 per cent of  

the contract.

The Fraser Institute ranks Iran 150th on its economic  

freedom index, with a score of 5.3 out of 10. For trade  

freedom, it ranks 4.53.

SOURCE: FRASER INSTITUTE

FRASER INSTITUTE FREEDOM TO TRADE SCORES 
COMPARED TO CANADA AND GROUP AVERAGE 
(SCORE OUT OF 10)
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Iran ranks 130th out of 136 countries on the World Economic 

Forum Enabling Trade Index.

The World Bank Group’s Doing Business series currently 

ranks Iran at 124th in the world.

WORLD BANK DOING BUSINESS RANKING 
COMPARED TO CANADA

SOURCE: 2018 WORLD BANK DOING BUSINESS REPORT

This distance to frontier score helps assess the absolute level of regulatory 
performance over time. An economy’s distance to frontier is reflected on a scale 
from 0 to 100, where 0 represents the lowest performance and 100 represents the 
best performance across all economies and across time.

% OF RESPONDERS RANKING AS # 1 ISSUE

WEF EXECUTIVES’ RANKING OF THE MOST 
PROBLEMATIC FACTORS FOR IMPORTING TO IRAN

Note: From a list of factors, respondents were asked to select the five most 
problematic factors in their country and rank them. The scores correspond to the 
responses weighted according to their rankings

Category Analysis

POLITICAL

In February 2016, Canada amended its economic sanctions on Iran to significantly ease restrictions on 
doing business. The sanctions relief will help attract additional foreign investment in the country. Prior 
to the imposition of Canadian sanctions in 2010, Canadian service and supply companies had well es-
tablished working relationships in Iran. Therefore, Canadian service and supply companies are well 
positioned to quickly re-enter the Iranian oil and gas market. However, U.S. president Donald Trump 
recently re-introduced sanctions.

ECONOMIC

After facing international sanctions over its nuclear program, Iran is now in the process of rebuilding 
its oil and gas production. One challenge it is facing is attracting new capital. The country is hoping 
to spend as much as $100 billion for upstream projects, with 80 per cent coming from abroad. Iran is 
banned from using U.S. dollars in bank transactions, adding to the challenge.

SOCIAL
There is little to no known opposition to oil and gas development in Iran. However, there have been 
occasional large scale protests against the Islamic Republic government. 

TECHNOLOGICAL
Iran is hoping to produce four million bbls/d in the near future. The country will need technological 
and infrastructures upgrades to meet its goals.

ENVIRONMENT
When Iran was under international sanctions, the country had to develop water resource infrastructure, 
generate power and secure food and energy for Iranians. As a result of the accelerated development, Iran’s 
environment suffered from increased pollution, diminished water resources, deforestation and desertification. 

LEGAL
The Oil Contract Restructuring Committee of the NIOC is developing a new form of government  
contract to attract greater foreign investment. For many years, foreign companies have only been allowed  
 to participate in Iranian exploration and development activities through buyback contracts.

PESTEL ANALYSIS
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INSIGHTS

• It will be interesting to see what happens with Iran 

with Trump

• Trump looks at money (and there is lots of money in 

Iran). Lots of risks, too (they are not familiar with rules 

and regulations like in North America). Have to work 

a lot with them to get things done. Europeans are 

trying to penetrate Iran (Shell and Total are in Iran),  

but it has been limited to the development side

• We’re positive and bullish on Iran. There are  

opportunities for refurbishing/reworking pools. 

Lots of opportunities for Canadian technology  

and services

• Opportunities there are fantastic, and the contract 

terms are getting better (contracts in Iran used to 

be terrible)

• Big issue for Iran—all sanctions are lifted, but not  

treasury sanctions?

• Need insurance from EDC. Barriers include com-

panies anxious to know if they are getting paid or 

not. Also, political risks are highly uncertain involv-

ing Iran, Iraq and Syria. Some companies might 

like that high risk/high reward (less competition)

RECOMMENDATIONS

• For many years, the international sanctions limited 

Iran’s oil and gas technologies and expertise to de-

velop additional fields. Prior to the imposition of 

Canadian sanctions in 2010, Canadian service and supply  

companies had well-established working relation-

ships in Iran. In February 2016, Canada amended its  

economic sanctions on Iran to significantly ease  

restrictions on doing business. Moving forward,  

Canadian service and supply companies are well  

positioned to quickly re-enter the Iranian oil and  

gas market.

• To increase overall gas production, Iran is aggressively 

developing its South Pars Field. The field currently  

produces 15.2 bcf/d. After the project is fully  

implemented, the field is estimated to produce 28.3 

bcf/d. Iran will need additional offshore facilities,  

product-transfer pipelines to onshore facilities,  

onshore facilities, gas pipelines and export facilities to 

support this project.

• Iran is looking to boost oil production by 20 per cent 

by 2021—from 3.8 million bbls/d to five million bbls/d. 

The country is using out-dated technologies with 

a recovery rate of 20–30 per cent. This provides an  

opportunity for developed oil and gas corporations  

to introduce modern methods of EOR in Iran.

• EOR currently represents the best opportunity for Canadian 

supply and service companies willing to do business in 

Iran oil and gas sector.

WORKING IN IRAN

Work visa 
Visas are issued to foreign nationals who intend to work 

in Iran. The Iranian host must obtain the work permit in ad-

vance from the relevant authorities.

Required documents:

• Two completed visa application forms 

• Valid passport for at least six months 

• Three photos  

• Visa fee

• Return envelope with address and adequate prepaid post-

age to cover cost of registered mail 

• Interview if necessary

For more information, please refer to
iranianvisa.com/visareg.htm#work.

Taxes 
Foreign nationals working in Iran are also subject to in-

come tax based on their salary. The government assumes a 

certain salary for employees depending on their position and 

country of origin. The latest tax circular, issued in 1999, dras-

tically increased the tax liability of foreign nationals working 

in Iran. The assumed minimum monthly salaries range from 

US$2,500 for unskilled European workers to US$7,000 for 

European managing directors. 

The income of foreign nationals is subject to a tax rate of 

35 per cent. Iran has no tax treaty with Canada.
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