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TIIЕ PЕсULIARITIЕS oF TнЕ LЕGAL RЕGULATION oF
PRODUсTIOГ{- S}IARII{G AGRЕЕMЕI\{T s

\i slill{KIЧ
postgrаduatе of thе Juridiсal institutе оf \.asуl strlhnуk Рrесarpathian Nаtiопаl tinivеrsitу

ST]]\,IN{ARY
Irr thс аrtiсlе thс auth<lr dеsсribеs rrlevarrt issuеs <lfthе legal rеgulatiort ot'I)roduсtiоn Shаring Аgrеentents аnd its'ресuliarities. 

.I.hе

сOlllmon sigпs tlf thе Proсlr.rсtion Sharirrg Аgrееmелts аs a сontraсtual tуpе аrе singlеd сlut. Spесiаl attеrrtioп is paid to thе L:ontrасt еlе.
rnsnts oГtlris сontraсtual tурe. Aшong оtheгs thе рaреr сlea|s ц''ith thе sulrjесt oГthс сolltraсt. |bсusеs on thе analуsis of.thе legаl status tll.
thе сontгасtttal pагtirs and dеsсгiЬсs thе пraiп оЬligation. arising frorn thе сontгaсt.

Kеу wоrds: Рrосluсtion-sl.rаring agrеелlеnts. Il.orеign oil соrnpanу. National oil ссlmpanу. 1.hе sub.jесt trl.aсоntraсt. Сontraсtrrаl pirr.
ties. Conlеnts оI-tlrе сontraсt. 

***

[} с.т'агье л l
осoбенltостer].Bьt.llе:rеньtoбrцисttрltзlta
обpaщаeтся на )леtlентЬl .faннoгo вrЦa дOгоBорa. Cpели ПpoЧсгO pассt'IaтpиBаЮТся Пpед}1ет дoгtrвoра, oT.Ц'CЛЬНOe вни['ta}tиe

),,IlеjIяе.I'ся a}l.tJlизу у т l ю п т l l
с'IaтЬс aB,I'op обpaшaеr'вuril!'al,tис ] j
I,IJIaта I,Io дolюl]ор.ll\t 1| jlpуl.ие.

К.lrкrчевьlес..rова:Соt.лaIIlснrlйоPaз,:lе:tеПpo;tукциlr.i3apубохнaя
IIpсдьlст догoBoрa. Cтоpоньr дoгoвopа. Coлсpxсаниe дoгtlBoрa.

Аbstrаct
DеvеIоpittg оil prоducitlg countriеS, lаcking tltе tеcltпicсtl kпоwlесtgе fоr oil

eхplorаtiоtt rntеr intо Productitln Shаring Аgrееmепts with Fоrеign oil Соttt-

I)ottiеs ust,lаllу.from dеуеIopеd couпtriеs. Thе nшtИrr of thеsе contrucls is tltсtt
in cоnsidеratiоn af a shсtrе оf tltе oil ultimutеIу producrd, tI,е Fоrеigt| oil Соnt-
рaniеS futtds tltе оiI L\plorfltitltt пn(I produсtiсltt an{I tlttts hеаrs thе risk:, whilе
thе Gоvеrnmеnt 0f thе dеуеIopittg countrу gеts its shurе of tltе proсIucеd oil itt
аdditiоt, to toхеS II I l. Frоm thе lеgttl pоittt оf vieх', prеcisеIу thisfоrm of ptlhlic-
privаtе pшrtnеrships prrvidеS tltе fоrеign invеstоr туitlt thе mсьvitпum pr()tеction
сlf ittvеsttttеt|tl, ln additiоtt, stutе,s lеgislсttiоn usuаlI|| pr()vidеS а tlumbеr оf ех-
сеtr,tiuns in lеgislоtivе prоvisiol|S tltаt rеgulotl tах, сustoms шnd оthеr rеlсttiоtt-
sltip fоr productiоtt shаriпg аgrеrnlепts,

T,ltus, cottcluding productiсltt shаriпg аgrеrnlеnt is pоtеtttiullу vеrу, шttruc.
tivеfоrftlrеign invеstors' еSpеciсtIIу in cаsе оf signiJicъnt invеsttttеnt SumS. Сon-
сIuctittg tеttсIеrs 0n cипclltding productiott shаriпg шgrееmеntsfоr products tltаt
И'ill be proсIucе(l bу! tltе ittvеstlrs, includittg wоrldwidе kttотуп oil апd gus conl-
pапiеS' аppаrentlу prot,оkeсI ъn(I kее1ls oп prrvokittg tltе stсttе,s governmеnts to
udopt а numbеr of legislаtivе сtcts that аmеnd thе bсtsic dоct,lп'еnts govеrning
thе sullsoil sphеrе аS ||,еll аS mшrеfсtvorull|е condititlns fоr iпуеstшrs' acfivit.у il|
tсtхсttiоtt |ryеrе conrtrn,еd, import ot.g()()ds tltаt 

'уiII 
bе usеd for thе purрusеS of

produсtiоtt shаriпg flgrееnrcnts' еtc.
Аbbrеl,iutiоtts
FОС Fоrеigп oil cot||p(It,у
NОС fУutiolttll оil cОtnpanу
PS'4 Pr о сt u сti о n-S lt u rin g А grее mепt

I. Intrоduсtiоtt
oil and gas lеgisIаtiоns сlil.l.еrs in

сvег), trountг)'. сlсрсrlding lllоStl}, 0ll thе
ptlrposr anсl tltt. itltеrttiоtt оГtlrе сoutrtгiеs.
irrtсrttal stгаttеgiсs. I Itlrt сl,с'Г. thе ll]ain
tlLl.iесtivеs ot. еttсh сtltltгtlсtulll paгtY (1hе

state) aгс tltе S{1lllс: tt-l takс' с()ntгol оГ its
assrts alld to gеt rе\ е11Llс fbr tltе есtrtloll.liс
сlеvеltlptllеnt. lll oгсlеr ttl dеr еloр altсl tо
maltе LlSе Of its assеts. tlrс st{ltе rr ill с()Op-

еratе rl,ith Fоrеign ()il (.сlrll1ll.ttliсs (Ir(.)Сs)

rvhiсh hi-rs thе abilitу. knorrlесl,'е an(l ех-

pеriеnсе in th is inсlьrstr.у. orrе O f. thе bа-

siс сtltttгасt tуpеs |эеtrl.еen tltе Statе аrrd

FOСs is bу lrlaking сOlltraсtual arraltgе.
l11е11t [9-|. rvhiсh is tl,idе|у, k.rrсlr,vn ils l)l.сl.
сltlсtitln Shar.ing Agгееllrеllts ( РSAs ).

Тlrе llrajor сltaraсtеristiсs оl. tlris сo1l.

traсt liе ill thе sресitiс РSА sу'stеllr. Aс.

согdillg to rvlriсh thе stаtе rvill Own all сl.t.

thе оil alrd gils pгoduс'titlrr аnd thе FOCs
Only aсt as thе ссlntга.tсtсlrs rvltсl rr,il| ргo-
r,idе tесlrrriсаl itlld llnаnсial sеt.viсеs ftlг

ехplсlr.lrtitrrl anсl сlеr,еlоpltrеtlt оprгations,

аtlс| irr rеturn, tlrtэ proсluсtiсlrr r,vill bе

slrarеd bеt'uvссtr tlrе ГOСs alld tlrе Statе

aссоrdillg to thе provisitln irr t|rе РSA [{l-|.

lt shсlulсl bе pсlirrtесl out that thе lеgislation
оl.. ntanу сlеr,еlоping сtrtltttriеs ( inсltrtlirlg
nlсlstlу post LISSll ссltrlrtriеs) al|сl'ur,s сlil'-

f-егеnt ссlntгaсtrrаl foпlts оf subsoil usr.
Still, thе сlil.lЪrеrrсе bеtrl,ееrl thе PSAs
arld othеr \\/aуs ol. usilrg sшbsoil is that in
thе fiгst сaSе. thе rnain tсlсll is thg liсеnsg
tbг subsоil usr that is thе асlnrirristratir,е

aсt. vr.lriсh is еssеt.ttiallу a nonnеgоtialrlе
dсlсulrrеllt. I]rrom tlris poirrt ol. r,iеrv l,SАs
1lгоviс|е с:ivil larv pгirrсiplеs tlГ stlbstlil ttsе

and dеfinitеlу Opеll a \\,aY fоr tlrе ttrarkеt

rulеs in this spесiftс irгеlr оf.thе есonolll\I.
Irr this саSе, thе basiс сharaсtеristiсs ot
tlris agrееtlrеnt аrrс tlrе llrain сlbjссt оl..thе

disсtrssi0l1 Ot' tlris рapеГ.
l I. Lеgal Baсligrountls tlf PS;\s
Рroс1uсtiсln.Sharing Аgгесlt.lеntS

( l)SАs) a|.е aгllоng thе tlrсlst сtln]lllon
tl.pеs oГ соlltraсttlal aгrallgепrеnts ftlг pе.

tгоlеulll ехploratiоn anсJ dеvеlopnrtэnt [.i].
(.urrеt.ttl\, thеге аге abсltrt 50 oil-prосlrrс-
irrg ссluntгiеs irl tlrе rvtiгlсl., anсl pгосluс-

tiоn сosts dit.l.еr.rl,idt'lу attlong tlrсsс gro.
grарhiс rеgiоns Ill.

Whаt is so spесial аbоttt thе proсltrс-

titln slrarirlg agrL-еn]rllt? l.hс allS\\.lr is
sirnрllе:,I.hеsе agгсеltrеtlts prtlr,idе thе

ttrоst шсldс:гtt. stalrlе anсl аttгaсtir,е lеgаl

and l.isсal instrumеnt avаriIablс tо inr,еs.
tоrs irr thе llаttut.al геstlurс:еs sесttlr of. thе

с0untr\,.
[.Jnсlег a PSА thе tl\Vllеr сlf. nrinегirl

rеsоLlгсеs. that is rеpгеSе|ltеd mоstlу b1,

thе stlrtе. rllgаg.еs а tbrеign оil сolllpill.l\,

l-

-
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(FOС') as all itlvestot.ttr prоr,iс1е tссltniсirl
аrrtl finittlсiаl sеrr,,iсеs fbr ехploгatiсltr аnсl

сlеr,'еlсlpnlеnt оpеratiсllts t3l 
,l.hе 

statе is
traсlitiоrlallу rе1rгоsеtttесl b}' thе gOvеrn-

trrеtrt 0r 0nе сll.il.s agеnсiеs suсlr аs thе nа.
tiorlal оil gtltlrpаlly (N()С). 'I.hе FOС aс.
с1uirеs an еntitlеmеnt tо a stiptrlatеd slrarе
оГthе оil proсlttоеd ?lS il rеrvarсl ftlr thе гisk
takеn ttttd sеrr,iсеs геnсlеrесl.

Drf-irring a PSA aS a ..сotnnrсrсial сon-
tгitсt Lrеtrl,ееn tlrе itrr,еstor аnd tlrе stittе'
rl,lriсh allorr,s the inr,еstоr tо tltldеrtаkе
largе sсalе. lсlng tешlr anсJ high.risk in.
r,еStlltеttts.. Il.|. rt,е сltrtIinе t.hе trlurpсlsе tlf'
tlris соrttrirсtual ftlt.In, r.r,ltiсh is tо сlе{lnе

thе tеrnls anсl сtrrrdititlrls {ог thе ехplогa.
tiоrr anсl сlеvеlоpmеnt сl{. геsOurс:еS b,l' l.е.

plасing ехisting taх anсl liсеrrsg rеginrеs
r,r,ith a соntraсt basес1 arrallgrltrrnt tlrаrt

ехists Гtlr tlrе lil.е ot.thе рroiесt.
lll gеnеr.al. thе nrain poinl,s о{. РSAs

aге irs tbllоrr,s:
o [Jndег tlrе PSAs tlrе govrrnlnеnt

rеtains its riglrts allсl or,r,nеrslrip оf.thе oiI
attсl gas rеs()Llrсrs. 

.l.hе 
сOmрanу- itlvеsts

all thе сaрitаl rrееdеd tо сlеr,еlор thс fiеlс1s

i.rnd рaуS btlnttsеs tо thе соtlntrу at kе1,

milеstсlnеs durirlg thе proiесt с|еr'еlop.
tnеttt.

О 'l'hе inr,еstоl. pауs a rоуaltу оl.thе
оil аtlсl gas proсltrсеd tсl thе gоvеrnlnеtlt
thrоrrglrоut tlrе lifbtirrrg оl.tlrс prоiссt. Тhе
bаlaltсе сlГ rеvеnLlеs. lеss ореratilrg rх-
pеllSеS fl.olrr prоdtlсtiсln salеs in tlrе еaгly

}'еaгS. is usеd tо геpay сapital inr,еsttnrnt.
.l.hе 

геmetilling рr.oсluсtiоlt. irltеl. paуlэaсk
оf inr,еstmеnts. is sharесl bеtrvgеn tlrе

сottntП, arld tlrе invеstог.
О'l.hе gOvег|llrrеlrt rvill гес.еil'е illl

inсrсasing рroptlгtiоlt сlf t.rr,еnuеs tl.сlrlr

prосluсtiоtl as thе prоjесlt рrogrrssеs. lГ
pгоfitabilit,r, ехсееds сеrtaitt spесifiеd
lеvеls thеrl thе gOvrrnlnеnt rесеir,еs ill1

inс.геasinglу biggеr slrarе ol.tlrе ехtгa rеv.
еtlurS. rvlriсh сalt bе as high as 70 реrсеnt.
In aсlсlititlll. thс inr'еstсlt. pil),s taх оn any
prсll.it that tltе соtnpany makсs.

О.l.hе сontгаtсttlr Гurnislrеs aIl thе
nrсеssаrу гislt с.apital basеd tlll a rrrrrtuаllу
agrеесl Work Рt.оgrirttl. inсluсlirrg tесhniсal
assistanсе. Witlr this сlatlsе. tlrе nееds оl.
hugе alllоunt tlf. llnсl аnсl tесhnologу in-
сltrс|ing thе lrigh skillеd and prtlfеssiсlrral
r,r,оrkеrs at tlrat tirllе l\j(Эrе ablе to ovrг-
сonlе. Моrеоr,еr thе govеrnntеnt сlid n<lt

havе ttl bеar tlrе ехplсlrаtiоn гislсs, arld thе

соtrtraсt r,r,сlulсl be tеrrnirlatсd it. stltlrеltоrv
thе oil rеsеrvеs \Vеl.r tailеd to bе ftlrrnсl.

О Ou,'nеrshiр of all prоiесt-геlatеd
ес;uiplrrеnt brоrrght bу tlrе соntraсtor сan

be passесl tо thе stаrtе tlpon bсirlg plaссd rrr

sеr\/iсе аtiеr its еrrtrу intо tlrе сtluntгY: thе
сost of this еquiplrrеltt is tсl bе rесоvеrесl
arlсl all gеo|оgiсal anс1 оthег fiеld с1ata bе.
с]tllllе Stаltе pгсlреrtу.

,\ s a геsult оf с:trlttraсttlаl rеlаtiotlship
bеtr.t,ееn t|tе inr,еstог anсJ tlrr statе. PS,A

tгеats lэoth pirr1iеs аts ес1ttal. lt mеаns thаt

thе highrr аnlсlunt prodtlсtiсln is pгоdtlс:еd.

thе largеr thе paгtу.s pгоfit is. PSАs аrrе

сt.еаteсl lог gгou,itlg thе abilitу tlf. tlrе
NOс] tсl bесonlе aS Llig as thе F()С. In ad-

t1ition. PSA сarr bе er pеrft}сt vеhiс.lе 1оr

F.oСs to inr,еst tlrеir assеts in sоnlе соun.
triеs rvlriсh сlо rlоt itllоrl'' оil аrrd gas рrir,a-
tisatiоrl irl thеir соnstittltiоtl. PSА SУStеnr

simtrllу,firllrls rv'hat l.:oСs nееd tо illr,.еst

thеir :rssеts [7l.
Аnalуzirlg thе lеgаl ntlturе of РSAs

it slrоr"rld bе ttttэntiоnссl that tnitrеral гr.
Sollгсеs in ассorсlаnс.е rl,,itlr thе prеvаilirlg
nuntL.lег оf tlre lеgislatiсln aсts сlf сliffегеrlt
соttntriеS arе thе оbjесts оl..thе ехсlusir,r
stettе.S рl.Opеl.tу anсl arl onI,r,' аvailablе lbr
usс nсlt possrssiоn. All attеrrrpts to Agгес-
lnеttt оr aсtiоns tlrat dirесt|у оr irrdirесtly
r,itrIatе thе stirtе's 0trynегship rights at.е itr-
r,alid. 

.I.lrегеfbrе. 
unсlrгstanсlirlg сlГ thе kеу

сharaсtеristiсs of. tlris соntraсt mоdrсl arld
tlrе сlеtails oГthis trlаrtiсulirг соntгаtсt tуpе
is our pгioritу оn tlris stagе оf thс геsеarсh.
It shoшld bе pоintесl оut that thr соntraсt
tеrllrs usttаllv r,irгу Ovеr tilltе. Еarlу, inr,еs-
tоrs сan Sесurr morе Гtrvourаblсэ tgrnls
than latесtlпtеrs sitlсе tlrе gоvеrnn]еnt lras

thе сlеsirе tо inсluсе еxp|огatiоn by ol.t.еr.

iltg с:еrtain inс.еntivеs.

IIl. l}аsiс Distinguishing Charасtсr-
istiсs of l)S..\s

It is irrlpогtattt tо dеtеrmirlе tlrе pllr.

Г)OSе сll. tlrе PSАs tlrirt is its. lеgaI l.еsuIt

rvlriсh thе partiеs attеtlrpt tсr геасh. Aс-
соrс1ing to Son]е rеsеarсlrеs thе PSАs is
соnсluсtеd to aсlriеvе thе r"rltiltrirtе goal
. tlrе tttitlirrg and сlistributiоn of pгoduсts

t5]. \vg bеlitэr,е that thе pllrpоSr of.this
соntraсt is to pаlss thе sr"rbsoil to рrоr,iсlе
ttppогtunitiеs ttl thе invеstorS t0 dеvеlоp
lllinеral dеpоsits.

Rеftlrе starting tо arralyzе tltr сеrtirin
сlotltraсt еlеrnеrrts ol. this рarl'iсtrlAI. сtln-
trttсtttal typе our рriоrit1, is tо сlеtегttlitlс
r.vhiсh t-vpе о{.сontt.irсt this agrееnrеnt bс.
lоlrgs ttl. l:.rtltlt tlrе point сlГ r,iеrv of.сir il
lttrv tltе rеlatiсlrrslrips tlrаt prrstllllе tеnlрсl-

rar-Y рaiсl tlsagе оf.prоpertу (ilr tlriS сasr
nirturirl rеsotll.се) сall bе сharасtеrizеtl
ils lеasе. Sо tlsing (lеasе) is an еssеntiаl
сharaсtеristiс of. tlrе naturе оf. tIrе оbliga-

tiоrt thаrt arisеs as a rrslllt оl. sigrring thе
сontragt (РSА). .l.hLls. 

?l sеt tl[.tеl.lrrs tlrаt,

rvе idеntifl, as еssеtttial tbr lеasе., aге ftrllу.

гергеSеlttесl in thiS сaSе. Аt thе Salnе timе
idеntifi,irrg [,SAs r,r,itlr thе lеаsе agl.ее.
llrсllts ссllrrplеtеlу rvoulс| not lэе еntirеlу
соrrесt. Тhе сlistirrguishing aspесt оl. сtltt-
tt.аtсtulrl ге|аtiоns undеr thе РSАs is its.
ittr'еstnrеnt сhat.aсtег, rvhiсh sli.thtlу- al.
tсrs thсiг ttrеaning. Yеt" it dоеsn't сhangе
thе еssеntial сlrаrirсtеristiсs o.f. tlrе naturе
сlf thе оbligatiсln tlrtrt arisеs ._ tеlnpoгar},.

paid tlsс оf.thе natttral rеsotlгсе. Irurthеr-
nlt)l.е .ltlhnsttltl а|so stittеs that. ..I\,lany ol.
thе оthсr tbаturеs tlf a РSС аrе sitnilar to
tltсtst-. filtlrlс| tttlсlеr othrэг sу'stеtns... [4.|. Wе

tlrink that tlrс dil'lbrеnсrs of.thе l.raturеs

.lrе l.l1сlstl.r Ilrid сln lrсllv tlrеsе lbаturеs aге

iIllplсtllсntес]. btrt the llasiс pгinсiplеs arе

sinl ilar. Ггtrlll tlrе ГOСs pоirrt оf. r,il\,t,,
rvhiсhеr еl.ссlntl.itсt sуstеttl is rrsеd. thе сlе-

сisiorl ()l] ll1altillg inr,еstmеnt r,vill bе nlaсlе

оnlу il. it is lilrеsееn tо gеt a prоfitablе
оutссlпrе ассtlt.tlirrg tсl its Owll pагtiсuIar
есtlntrtltiс stttltt|arсls anсl mеtlrods сlf сal.
сttlatiоtt.

Aсссlr.ding to this rr,е сiltl сlistillgrlislr
suсh соtttritсt сlеlnеltts оf thе [,SAit aS:

. Еssсtttiirl tегtlrs ol,a соntraсt.
O ('tlntгaсtьral partiеs.
О С.сllltсtlts of thе gоntrirсt.

Еssс-tttiаrl tсrnrs оl.a соntraсt. Тhе sr"rb.

.iес1 is. pгtlbaLll1. t|rе rnоst iпrpогtallt tегllr

оf anr, ссllttгltсt antl is thе сonсlitiоn rvhiсh
is irlrr.ar s сssr'-tttial. Тhе srrb.jесt оI.. thо

сtlntгaсt sег\ еs ilS Ollе 0l'thе сгitегiа to сlе-

tеrtrlirrс thе tjrсt сlГ геасIrirrg an agгеrnrеnt
arrd tо сrсat!' thu' оbligаrtiоn bеtr,r'еrtr tlrе

рaгtiеS. Dislrgrееlrlеtrt irlrout tlrе srrbiесt оГ
tltе соlttгасt (1(l.--S not allorrl 8ПУ tlГtlrе par-
tiсs ttl aсhi..r i-. thсir rсоnOlttiс gсlals Il2.|
rr,hilе соtltl.ilсtirlg. It has ttl bе rrсltiсеd thlrt

thеrе ill.с сlit}ir.с'trt points оf r,iеr,r, abotlt
tlrс сlеf rning о l. thе sr"rbiесt оf. thе PSAs.
Sо. li.lг .-.хаl1lрlс. Irirra Рaliashvili соnsid.
еl.еs tlrlrt thе srrb.iесt сlГ thе givеn соtltraсt
is thс aчгсссl pr()gгam of thе ptrгtiеs for
thс- t--\trасtir.t1l t)l. ttrinегal rrsоtlrсеs r,vlriсh

nlttst bе lilIliIlеd b1, tlrе iltvеstоr ill lЪr,ог

сlt thс- St;'ttu-. Suсh pr()gгaln inсltrс|еs tlrс'

t} l..-. Cr-iSts artd pеriоd оf.tlrе pеrlbгnlanсе.
In trtilеl. \\()гds. thе stаttе hiгеs thе illr,еstоl'
ils ll сtltttrасttlг to pеrfilгrll thе r.r,orlt еtlr,i-
Sit'l.l..t-l llr' tltс program [8.|.

\\.е arr irlсlillесl tсl bеliеvе thаt thе
ll.lt):t t1 piсаl apprоaсlr tо thе сlеfirring оf
thr. strb.iесt оl. tlrе agrrеrnеnt is оtlе tlrat
ilrdiсatеs that tlrе subjесt сll.thе agrееmеnt
сlr--pсnсlS tln tlrе intегеsts оf tlrе paгtiеs,
rr lliсh gеrrеratсs tlrе apprоpгiatе arгangс..
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ll1еnt and is dсеpI1.' сtlnnесtrэd rvith a Spr.
сifiс prtlpеr1,v. ihе о[r|есts оf.thе rrrirtегiаl
rvоrld. r,r,lriсh сan sеr\,,е аs a lllеitlls tо ful.
l.ill сеrtain lruman ltесds. аtгс оl. grсat in.
tеrеst alld rvhiсlr рtrsh tlrе partу irrto еn1еr-

ilrg a сеrtaitl сttntraсtual rеlatiоttslrip. ln
this саtsrэ thе srrbiесt оf.PSAs is a sресifiс
аrеа оt. nrilrегal ГеSоLlrсеs (llrinеral сlеpсls-
its). on rvlriсlr tlte inr,еstor is ftlсusеd anс|

l.iоtтl w.hiсh tlrо irrvеstоr plаrns to gеt SoIl]g-

lэеnеfits.

I]еsidеs thе stl[r.iесt oГ thtэ с:tltltraсt
tlrеrе arr оthег еssеntial 1сгtt.ts tlt. thе
РSАs rvlriсh a гr tlrе sресiliс sigrls оl-
thе сontraсttral оbligatiоrrs аnd aге tlsll-
allу d.сfinеd bу tlrе lеgislatог irr tlrе \/еr!,

dеfrrritiolr сll. а ссlntrасt. 'l.hе dеfinitiorr oГ
thе list ot ссlnсlitiоrls tlrаt аГе tЭSsеrrtial tlг
nесrssarу {br аrr agrееnlеnt ol. this t1,pе,

геllесts thе spесitlсs оl- а partiсulаrr tуpе
of. с:оntrirсt arrсl prOl-lltltеs сlisаssсlсiаtion
tl.сlIn сlthеr геlatеd tr'pеs оf ссlntгaсts. Sсl

\,\iс сan iсJеrrtif-r. trro ссlnditions that arr еs-
sеntiirl Гtlr thе РS,,\s: tеt.llr anсl paуnrеllt.
Still prес:isс tеrtns tiеpсnсl on nеgоtiatiсln
bеtrvgеtr statе antl thе сOll.lpallу.

l,SAs аге оliеlr sigrrеtl fbr it pеrioсl оt.

25 to 30 уеаrs. altlrсluglr tltеr, сan go\/еr

lсlngег pеriоt{s. I ltlrr еr ег. thс dеr,еlо}r-
mеtrt оl. pitгtiсrrIarlr largе. сi.rрitir|-intеn-

sivе fiеlds сlftеrr rсс1uir.сs ltlltgеr pегioсls
subsоil. Тhat is rt hr thе tеrm оl. PSAs
сttl.l bе ехtеnсlесl at thе illitiаtivе сll. tlrе
inr.еstor аtlсl atjсr tillfillrrtсr.rt оt оbliga.
tiоtls шndеrtakеrl. b1 sigllirlg arr aсlс.litiоrral

agt.ееl.llеllt. L'ontitlttiititltr tll. thе сtrntгaсt is
llot thе оbligati()ll ()Г tlrс stiltе. stl thg stаtс
part1, сan l.сlitst-. tt) сt)lltiltttе thс сtrtttгaсt
аt thе еttсl ol. its tегtll. .,\s l't сtltttrltсttlal ге.

lаtiоrrship, РS.,\ сtlultl br.ing с1isadl'аrltаgе
lbг thе statе. bесatlsL' it rr ill bilrd tlrе 80r,.
еl.ll|11еIlt fbг l11illl)' } еaгS rr itltсlut сhalrging
tах attс| rеgulatiоl] {lS thс1 схtrасt thе оil
and rtrakr рrоfitS, stl thсll llt*-.r сan prес1iсt

аllсl tllаtilrt;tin thе stabilitr tll-thеir [rr"rsinеss

and pгоfit.
Paу'111.'.'t, is all itll1.ltlгtaltt artсl ltrсеs.

s.lr!, с.оllditiсln сlI- thе сt)lltгllсt. Рroсlшсt

sharirlg aS a с.еntt.al llrесhatlistlt сlГ subsoil
tlntlеr tlre РSАs ilсtttrtllr glrr е thс natnе tо
thсstэ agrееlllrltts. At thс- сntJ. thе intеn.
tiоll оl. PSu\ is ttl gir е Ге\ еlttrе btltll: to thе

sttttе and to thе l-()С. Jсllrnsttllt dсsсr.ibеs

[.l] that. usilrg гor.alt,t aS itt сtlltсеssitrltarу
s1,stеm оr рrсlfit oil sрlit irl l,Sz\ s1'stеtll.

thе finanсliаl rеstllt tоr thе I-()С.s anсl thе
goVrгlllnеnt is с1uitе silllilar. ()tlru-r \\''оrсJS

1lt.оduсtiоll shаrirrg s1'stеtll sttL.lstitr"rtеs

tlrе оrсlillar)/ sуstеln of pa\'l].lrllts still
ttсlt сharlgirrg thе lirсt that PSAs irге plriсl

соntraсts. ljndеr a PSА' thе rvtrгk is сaг.
гiеd оut olr ir сопlpеttsаtесl lretsis' rvit|r thе
statе paуirlg thе invеstоt. ttot in mollеу.
br"rt rvitlr a pоrtiоn ol. thе prоdttсеd рroсl-
r"rсt. ln сlrсlеr tо сlеtепllitlе tlrе vсllullrе оf.
tlrе ехtraсtеd raw ttlаtеriаls anсl tо сaгг}'

оut рrоdttсtiotl shaгing' thе сottсеpt оl.thе
..ptlirrt оt. nlе..lsl'lгеnlеnt'' is ttsесl . {l11 аr.
bitrarу pсlirlt геlatесi to thе nlovrlllеnt of
ехtraсtесl raw rrratrгials spесifiеd lr1, tlrе

раrtiеs irr t|rе agrеегl"lеlrt (thе llltluth oГthе
shat1, tlrе dеlivегу 1эtlint. еtс.). Аt thе роint
сl{. rnеastlrlmrnt all tlrе гarr, nratегiаls lrе.

ing еxtraсtссl is thе propеrtу' сlf.thе statе.
,I'hg 

рr.oduсtitlll sharing is alstl сагt.iеd сlttt

at thr Sall]r pоirlt atld ustlаrllу fbllo''vr,s tlrе
'ltllIorving pгOсеdurе [8l :

l. ll.<lrll thе рrгoduсlt рl.сlduсесl bу tlrе
inr,еstor is sеpаratеd tlrаt part that gOrS

tсlr,r'ard tlrr соmpеnsatitltt оl. thе invеStor,s
ех 1rеn сl itttге s ( соst.rесO \i е|.у prсlсltrсt ) :

2. tlrаt pагt оГ thе proсltlсес| prсlсlr-rсt

that rеtlrains (prоfit pror.1rrсt) is с1ividс.d

bеtr.r,ееn thе itrvеstor аnсl thе statе in il
рropоrtiоn prоr,idеd in thе РSА.

Аs a rеSLllt of. thе proс1uсtiott slrarirrg.

tltе stittе. tvitlrоtrt invеsting its о\vll tirllds
ir-rto tlrе ргсlspесtirlg. ехplor.atiоn anсl ех.
traсtiоn of. nritlgral rсsоLlгсrs and r,r,ithоtrt

bеaring {l|1}' сlolllmеrсiaI riSk.s. гесеir,'еs :r

sulrstirrltial рart оt tlrе proсluсt proсlr"rсесl

bу thс invеstоr. Durirlg tlrе tсrn tr1. validitу,
ot. thе асtir,itiеs оll thе bаsis оl- a [,SA. ;r

spесial taх s1,stеm is usесl ftlr tlrе iltvеsttrг.

Within thе pеriосl of.validitr, tri. thе PSA.
tlrе ехistirrg sti.ttе titхеs and сlthеr nranсla.

tоr1. paylТtеllts arе rерlaсес| b1, a pагt Of thg
pгоl.it prot1rrсt. Тlrс схisting taх sуstеttr is

sinlplу rеplаt:еd bу prсltlшсtiсln slrагirlg ill
the сlasе оГ thе ttsе оf a [,SA. Prtlс|ttсtion

sharing btэtrv'еelr thе statе anсl tlrе invrsttrr
is с.arriесl оut on thе Llasis ttГprillсiрlеs dе.
tегtrrirrеd in еaсlr spесifiс agrееmеnt.

Тlrrrеlтlrе. thе РSA сonсеpt. On tlrе
0l1е lrаnсl. prоtесts t|rе intеrеsts оl. thе

Stаtl. аltd оtt thе otlrеr - ltrirkеs thе ittvеs-
tсlr imtllunе fiorn thе сharlging tах poliсу
оГ thс stаrtе. Рrоdrtсtiоn shaгirrg сrratеs a

tllw prtlсесltrге lilr sttlrsсlil ttsе" аls аln illtеr-
nativе tO the сtlnt,еntional taх s1,stеttl. irl

aссогdаrnсе rvith tr,hiсh inсliviсlr"ral сlrtrraс.
tегistiсs ot. strlrsоil usе аrе tilkеn intо ас-
ссlunt On а сontraсturrl basis irr еirсh РSA.

С]оntraсttral partiеs. Тhе РSA as a

сir,il.larv аgrееmеnt is сotlсltrdесl bе-

tlt,еtЭtt lеgallr, eс1uаl paгtiеs: thе statе lltld

an inr,еstоr. Аll соnсlititlrrs tbr trsе о1.thr
sulrsоil arrd thе регlbгmanсе оl.tvtlrk is еs-

tablislrеd bу' thе ptrгtiеs Ll1. tntttual аgr.ее.

tlr еn t.

Still, it hаrs tо bе tаrkеtl illtо aсссlunt
that t|rе stittе partу in tlrе agl.ееl.llеttt pоs.
sesеs its publiс prегоgatir,еs. 

.I.hегеfоге 
in

rеlatiotls lbr subsоil usе aгising оrl thе l.la.

sis ol.tr PSA. thе stаl,е аtсts in trvo rсllеs: on
thе tlnе hаrrd it tillfills its obligatiot.ts tttt-

с1ег thе agгееIllеnt. anсl оtl tlrе оthеr l,rarlс{ it
prеsегvеs its st.ittе prrb|iс.lеgal lirnсtiсllls.

.l.hе 
itlr,еsttlг сaгriеs оtlt thе aсtir,itiеs

еttr,isitlttес1 irl tlrе agrеrlllrrrt (prtlspесting.
sеaгсh. ехplol.aliоn, ехtгt.lсtiоn ilnсl tlt|rеr
rl,orks) irt its or.t,tl eХpСlllSt] ilПd rislt. 

.[.lrе

statе. as thе оthсr partу tо thе agrееnlеnI
doеs llоt bеаr illlt, ехреnsеs oг l.islts. IГ tlrе

inr,еstor inrlеsts lirnds in thе рI.tls}rесtirlg
аtlс| ех1rlсlгatiоn but сlid nоt disсtrvсr i}nу

ttrinеrals. Or disс.ovеrеd thаrt tlrеiг ехtraс.
tion \v0Llld bе uttрrсlfitablе. thе ехреrrсlеd
firnсls shall r"rot bg геIirnс|ссl tсl tlrе ittt,еs.

tоr. Тhis is a basiс prinсiplе оf.a PSА. Тl'rе

pагtiеs, htrrvеvеt.. nlaу agrее ot|tеrrvisе.
[3irsiсlу, tlrеrе arе trr:o partiеs to tlrе

соntraсt' a l.irrеign oil с]0ll1pany (IrOс')
arrd {l g0Vегlllтеnt геprеSеntativе rvlriсlr
сal] bе a hеad tlf statе. a lllirlistгу 0r a

national tril сOlllрanу (NOC). Тhс lattеr
is tlrе mt;ге сolnmоn саsе. on t.|rе siсlе ol.

thе filгсiglt сtrlltraсtоt. r,r,е fi.еt.ltrеrrtly finсl
joint riеntttrеs or сonsсlrtia гatlrеr tl.tan an

irrdiviсlr"rirl firm. HOtl.еt,еI., thе nttttrbеt.

оf F OС.s inr,оlr'еd has nсl ittlpасt tltt tlrе
Struс.turе 0l.thе соtltraсt. Аs l.ar аs ttrе РSA
is соnсегnесl tlrе mеmbеrs ol.а сonsortiutll
tlr A .iсlirrt vеnturе arе tгеtttеd as tlnе pat.t-

nrr. ll..tvt.'o сlr morе inr,сsttlrs partiсi1"lаttе

in а ргос|uсtiсlll slrаring i.tgгееttrеlrt. thеу

shаll сlеsigrratе itlnоng thеlllsеlr.сls t.lltс in-
t,еSttlr _ agt.еспtеnt oреrattlr ttr rеDгеsg-llt

tlrеiг illtегеsts itl геlаtions rl,ith t.lrе stalе.

С]сlntеnts оf tltс соntга.сt. '[.hе сtlntеttts

оl..thе PSAs aге tltе rights and сlbligatiоns о1..

tlrе p:u.tiеs. 
.[.hе 

riglrts irrrсl сlllliglltiоtrs о[.thе
partiеs to pгоduсtion slraring lrgгееtrrеtlts

аrrе сlеtеnninеd in aссоrdanсе rvitlr tlrс сiviI
lеgislаrtion. Соntraсtlral rеlatiorrs arisе bс..

trt,ееtl tr,t,о lеgаll1, ес1r-rirl pагtiеs. еасh hitl,-

ing riglrts аtttd сlbligatiOns. thе viоlаtiоrr tlf
rr,hiсh shall еrltail thеir IеgaI liabilitt,. Тhrrs.

among thеttr arе thе lbllorvilrg:
o "l'hе FOt-. usuall-v bеaгs thе risk аt

thе ехрlоratiоrr stagс (i.е.. il..тttl сlil is сlis.
сor,еrесl).

o 'l.hе statе Or thе N ()(] grattts thе

FOС tlrе right tсl ехplt.lrе. сlеv'сlор anсl ех.
tгaсt Oil.

. 'l.}rе l. OC itlvеsts с'aрital (alоrrg

rvitlr thс NOС in somе с.аtsеs) and initiаrl

сaрitаl ехpеnditurеs аnсl сln-gсling nririnl.е-

llanсе соsts аrе с|еduсtесl ll.onr рrосlur:titltl
irr thе tоrnr сlf.соst oil.
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ш
. Thе IrOС rесеivеs a sharе оf. thе

prtlсluсесl oil irl ассоrсlanсе rvith tlrе PSA.
,l.his 

is nсlrmal11, сallесl thе prоfit оil.
. Соst oil anс1 рrо{it оil (anс1 arrу оth.

еr btlnusеs. r0},irltiеs. dutiеs, сlr tахеs) ar:е

сalсulаtесl сrn tlrе birsis оf thе arnottrtt of
оil aсtuallу prоduс.еd.

o .I.lrе 
рartiеs slrаrе pгоfit сlil thгorrglr-

оut thе duratitln оf tlrе соntraсt, rvith tirхеs

on prоfit оil оnlу paid tо thr gоriеrnmеnt

Onсе tlrе oil has bееn rесеivесl.
.I'hg 

statе hirеs tlre inr,istсlr as a сon.

tгaсtоr lbr tlrе соnсJttсt оf.rц,оrk соnnесtеd

rvith thе еxtгaсtiоn оf. usеl.ttl minеrals.

At thе sillllr tirtlе. it takеs onto itsеlt. thе

оbligatiоn tо transt.еr tо thе invеstor fbr

usе tlte sulrsoil arеа sресifiесl irr thе agrее-

trlеnt. lrr tlrс rrrir|оritу. of соuntгiеs in thе

r,r,оrld. thе srtlrsoil bеlоrrgs to thе statе.

].hе statе has a m0noр0l1, ovег tlrе usе оf.

tlrе subsoil anсl tlrе rеrrror,al fl.оllr it сll.nаt-

urirl гrsоLlгсrs. 
.t.hе gгanting tо an invеstor

oI..ехсlusir,е riglrts сlеnоtеs that thе statе

сlrrring thе pегioсl сll- РSA.s valiсlitу. is оb-

ligatеd to rrlэstain trll tltе gir,еn sttbsоil агеa

i.rоm aсtir,itу inсlrrdеd irr thе volumе оf.

tlrе transГеrгесl r.ights alrd not pеrn]it suсlr

асtivitу tln thе part of third prrsOlls. Orrlу

thе invеstоr lr.laу соndttсt aсtivitу rnr,i-

siоnесl bу thе аgrееmеnt. Btrt this сloеs

not lnran tlrаt thе inr,еstоr shall о|эtain

unlinritеd rights. Tlrе ехсlusir,е гights bе.

ing translЪrrеd to thе invеstor irr:е lirrritеd

bу': thе iу*pеs оf асtivity еnr,isionеd bу tlrе

agrеrn]rnt; thе tу'pсs оi. nrinеrals indiсatесl

irr tlrе agrrеmеnt or thе tеrnrs indiсatеd irr

tltе irgгееtnеtlt.
l\,,. Соnсlusiоn
РSА sуstеnr hаs bееn еf fbсlivеly usеd

bу. сlеvеlopirrg сltruntriеs r.r,ith potеrrtial

ttatшral rеsегvls brrt high ехpltrгation or

tес:lrniсal risks. lt is tгuе tlrat Гrom thе

lеgal anсl funс.tionаl point Of t,ilrry. РSA
anсl lеasе sуstеttr do nоt dilTег, lrttt by giv.

ing an itssllmptiоrr tlrаt.1hе govеrnnlеnt

still uphtllсls the llatiоnal orvnеrship of
thе rеsourсе., РSA slrvеS lnorg .роlitiсal

tirllсtitln' tlratl anуtlring еlsе. Morеor,еr.
-I.hоtnirs Wiilсlr dеsсribеs that PSA aS а

tосll rvlriсh ..git,еS tо thе govrГlllnеllt po-

Iitical and ttl thе сompan1, сorl1n?сt.cia|

satisГaсtiоrr. 
,I.hе govеrnnlеnt саn bе sееn

tсl lэе running thе shоrv * аnсl tlrr с.оltrpil|lY

сan run it bеhinсl thе сalrrоul]agе о1. lеgаrl

titlе Synl btllizirrg thе assеrtiоtl tlf. natiоnal

Sоvеrеi.Цntу.. Il3.|.
In praсtiсе, tltе adr,antаgе оI. PSA lbr

thе lrost sttttе is tlrаrt I,SA systеm lrraу bе

tlsеd aS il highlу еf}bсtir,е foreign invеst-

nrеnt tооl. I l. this systеtт has lrееn man.

agесl рrоpеrlу- bу tlrе lrоst сt.lttntrу. it tnaу

brirrg lar:gе :шlrtlшnts оl. lbrеign сapital anсl

ехpеr1isе r,r,itlrout rеlirlquishing gхсеssir,е

соntrоl anсl prоfits tо оutsiс{е intсrеsts

t l0l. Stilt PSAs. mаin сlisасlr,arrtagе is

that thе statе rvill bе tiеd tlу, thе restriс.

tions in thе соntraсt lbr a lоng titnе L7l.
.I.lrеrеlbrе' 

it. thе grrvеrntllеnt оr politiсаl

сlimatе сlrangеs. thе tеrnrs of РSA Gan.

nоt [rе сhalrgеd tо rеl]gсt thе statе's l1lш'

priоritiеs. Horvеvеr, tlris nеgit.tir,е siсlе tlt.

РSA systеtn сrrn bе avоided bу thе statе

by nrgotiatirlg PSA sуstеnr rvlriсlr сan

maхinlizе tlrе stаtе.s геVеl1uе anсl linliting
thе FOСS' aс.сlss to oil' rryhilе at thе samr

timе сrеatirrg a lеgal rеginrе tlrat allоr,r,s

thе stаtе thе l.lехibilit1, to rnоdilу thе tеrms

о l. thе pro.|есt [2l.
l'lrшs. thе prсlduсtiоn shаring аgгее.

trrеnt is a соtnpliсatесl dосttnrеnt in tеrms

rll' its соntеllt. tlrе сlгafiing oГ rvhiсh rе.

qrrirеs thе еngagс:nrеnt of a r,viсlе rangе

оf.spесiаrlists and attеntiоrr tо thе prсu.
liaritiеs оГ lеgirl rеgulatiоn unсlеr tlrе statе

lar,v. "l akirrg into ассоunt thе faсt tlrat tlrе

inr,еstоr сlralls tlrе pгoduсtiоrr slraгing

agrееmеnt it is hе rvhо rvill hаvе to dо

most оf thе rvtrrk.
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