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Abstract: 

Managing risk is a key activity for firms. In a 

same way, Risk management has always been 

an integrated part of oil and gas industry 

activities. Oil and gas industry is prone to 

uncertainty. Companies in the oil and gas 

industry must deal with their own unique set of 

risks, whether natural, man-made or 

operational, as part of their daily operations, 

Human Capital Deficit, Worsening Fiscal 

Terms, Cost Controls, Competition for 

Reserves, Political some risks in oil & gas 

industries are Constraints on Access to 

Reserves, Uncertain Energy Policy, Demand 

Shocks, Climate Concerns, Supply Shocks, 

Energy Conservation & etc. Risks are inherent 

in every forward-looking business decision. As 

a result, there has been a great deal of work 

done and resources invested in risk 

management in the oil and gas industry in 

recent years. 

This risks encountered both upstream and 

downstream need to be addressed to ensure 

commercial viability of an oil and gas project. 

In the upstream sector, the industry is 

characterized as “high-risk” industry due to the 

sizeable investment level, geological 

uncertainties and other risks related to fiscal 

and political uncertainties with host producing 

countries. 

Firms which act in oil & gas industries, use 

from different tools to hedge and manage their 

risk. One important tool in risk management in 

oil & gas industries is contract. Nowadays oil 

& gas industry use from contracts to manage 

the risks. Clauses that put in a contract set to 

hedge risks that can be harmful. Therefore in 

this paper we try to evaluate usefulness of 

contracts to manage the risk of firms. We think 

that contracts can manage some risks but some 

risks are out of the control in the contracts. For 

this goal, at first we have an overall evaluation 

of risk that affected firms. In continue the 

existence contract will be defined and examine 

that whether this tool is useful to manage the 

oil & gas industries or not.      

Keywords: risk management, concession, 

production sharing contracts, risk service 

contracts, oil & gas industry crisis 

 

1. Introduction  

All businesses face risks. To ensure success, 

project planners and schedulers outline 

activities and deliverables with a minute level 

of detail and produce the smartest-possible 

plans and cash flows. Therefore oil & gas 

industry isn't an exception from this rule and 

global crisis treated this industry. 

The strategies to manage risk typically include 

transferring the risk to another party, avoiding 

the risk, reducing the negative effect or 

probability of the risk, or even accepting some 

or all of the potential or actual consequences 

of a particular risk. Therefore skill & power of 

negotiator in negotiation can play an important 

role in risk management.  

Nowadays oil & gas industries use from 

various contract such as concession, 
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production sharing and risk service contracts 

to manage their risk. After we determine the 

major contract briefly, survey that which of 

them are useful foe managing the risks. 

Therefore because of the importance of oil & 

gas industry in global economic activity we 

should control & manage the risks. In this 

paper we must determine the risks that oil & 

gas industry are faces with them and secondly 

examine that whether available oil & gas 

contracts are suitable with this goal or not.    

2. Risks in oil & gas industries 

Risk management is frequently considered in 

the earliest stages of project analysis, such as 

during a portfolio analysis, to determine 

whether a project is a good fit for the 

company. Once the project is past the initiation 

phase, very little formal risk management is 

carried out. This is the main reason that many 

detailed plans fall by the wayside. Yet, if risk 

assessments are done at both the bid 

assessment and bid creation stages, more 

uncertainty can be eliminated from the project 

and better relationships can be built with 

contractors.  

Risk management is the identification, 

assessment, and prioritization of risks (defined 

in ISO 31000 as the effect of uncertainty on 

objectives, whether positive or negative
1
) 

followed by coordinated and economical 

application of resources to minimize, monitor, 

and control the probability and/or impact of 

unfortunate events (Hubbard,2009)
2
 or to 

maximize the realization of opportunities. 

Risks can come from uncertainty in financial 

markets, project failures (at any phase in 

design, development, production, or 

sustainment life-cycles), legal liabilities, credit 

risk, accidents, natural causes and disasters as 

well as deliberate attack from an adversary, or 

events of uncertain or unpredictable root-

cause.  

                                                           
1 ISO/IEC Guide 73:2009 (2009). Risk management 

— Vocabulary. International Organization for 
standardization 
2
 Hubbard, Douglas (2009). The Failure of Risk 

Management: Why It's Broken and How to Fix It. 

John Wiley & Sons. p. 46. 

A great deal of work done and resources 

invested in risk management in the oil and gas 

industry in recent years. Financial and 

regulatory risks have been the focus of much 

of this effort. But more recently, companies 

have started including operational risks, 

prioritizing them and thinking about how they 

can manage and monitor all risks in a 

coordinated way. 

In collaboration with Oxford Analytica, Ernst 

& Young examined the strategic risks facing 

oil and gas companies. This study was not a 

random selection exercise but rather a 

structured consultation with industry leaders 

and subject matter professionals from around 

the world (Fig. 1). What follows are the top 10 

identified strategic risks for oil and gas 

companies. 

 

 

 
Figure 1- thereats in oil & gas industries 

 

2.1. Human Capital Deficit 

The growing human capital deficit in the 

sector has become a significant strategic threat 

to the industry. One study participant set out 

the issue: “The ability of the oil and gas 

services sector to expand sufficiently to meet 

future demand growth is questionable, not 

least in terms of staff. Project delays and 

abandonment are as much a result of capacity 

www.SID.ir



Arc
hive

 of
 S

ID

 
 

 

constraints as financial calculations, although 

the two are intimately linked.” 

2.2. Fiscal Terms 

Fiscal Terms changes can spur additional oil 

and gas industry restructuring in countries 

such as Canada, Venezuela, Russia, and 

Algeria. The impact of political opportunism 

and high prices is a device that has been seen 

in both the developing and no developing 

world. 

2.3. Cost Controls 

The third operational threat is the inability to 

control costs. This threat was considered great 

enough to have a strategic impact, and a 

failure to manage the threat could undermine 

the competitiveness of oil and gas companies. 

Participants agreed that the problem extends 

from exploration all the way through the value 

chain, impacting everything from refinery 

build costs to pipeline construction. The 

Upstream Capital Costs Index, which 

measures cost inflation in oil and gas projects, 

has gone up by 79% since 2000, with most of 

that increase coming since May 2005. 

2.4. Competition for Reserves 

Competition for reserves by national oil 

companies (NOCs) is a major threat to 

international oil companies (IOCs). Again, the 

problem is one of strategy: “Western IOCs 

will find it hard to compete as deals are struck 

not through bidding or tenders but at a state-to-

state level, bundled with development aid, for 

example,” wrote one study participant. This 

observation follows evidence of such deals in 

the market. 

2.5. Political Constraints on Access 

to Reserves 

Recent estimates suggest that NOCs control 

75% of proven global reserves, making these 

companies the gatekeepers of the world‟s oil 

and gas supplies. Unlike unexpected shocks, 

this has been well publicized in recent years. 

For the major IOCs, this could pose a greater 

strategic and competitive threat than that 

resulting from supply disruptions. Uncertain 

Energy Policy An increasing risk for the oil 

and gas industry is the uncertainty of energy 

policy. This was defined by one par 

participant: “Energy policy goals include 

security of supply and climate change 

considerations, as well as more commercial 

goals such as affordability and meeting 

demand growth. The noncommercial goals 

will shape policy and result in increasing 

intervention in the market in areas such as 

carbon pricing, strategic reserve requirements, 

and subsidization of favored sources of 

energy.” Another participant, a Harvard 

University-based economist, contended, 

“Social value regulation in the form of 

measures designed to reduce risk and achieve 

health, safety, and environmental goals can 

lead to a regulatory regime that ignores 

cost/benefit analysis to the detriment of 

business.” 

2.6. Uncertain Energy Policy 

An increasing risk for the oil and gas industry 

is the uncertainty of energy policy. This was 

defined by one participant: “Energy policy 

goals include security of supply and climate 

change considerations, as well as more 

commercial goals such as affordability and 

meeting demand growth. The noncommercial 

goals will shape policy and result in increasing 

intervention in the market in areas such as 

carbon pricing, strategic reserve requirements, 

and subsidization of favored sources of 

energy.” Another participant, a Harvard 

University-based economist, contended, 

“Social value regulation in the form of 

measures designed to reduce risk and achieve 

health, safety, and environmental goals can 

lead to a regulatory regime that ignores 

cost/benefit analysis to the detriment of 

business.”  

2.7. Demand Shocks 

Demand shocks could be triggered by a 

number of global economic crises. A global 

financial meltdown emerging from derivatives 

and hedge funds was the threat rated highest 

by the economists who participated in the 

study. One comment, that echoed a frequently 

made observation, was that “credit 

disintermediation has replaced international 

banking as a finance source with a range of 

specialized credit instruments held widely with 
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risk exposures that regulators find it difficult 

to assess.” Several economists believed 

systemic risks in finance have increased 

dramatically and, consequently, it would be 

prudent to expect greater international 

economic volatility. A global recession could 

also be triggered by an energy supply 

disruption. “A [price] spike, especially if it 

lasted for a few months, could plunge the 

global economy into severe recession,” wrote 

one analyst. Another participant highlighted 

how further social or political threats could 

contribute to a demand shock. “China‟s 

sustained expansion in recent years has 

underpinned robust world growth but is 

producing tensions both internally and 

externally. An event that throws the country 

off track would have a big impact on 

expectations of future oil and gas demand 

growth.” 

2.8. Climate Concerns 

Our oil and gas panel may have been 

encouraged to rank the rise of climate change 

concern as a significant risk by the sobering 

comments of one of our subject matter experts, 

a specialist in science and international affairs: 

“[Current] climate predictions are based on 

models and, naturally, the scenarios 

communicated to the policy world are the 

scientifically conservative scenarios [i.e., the 

ones that most scientists agree are likely]. Yet, 

scientifically conservative scenarios are not 

necessarily what will happen; it is possible that 

the hazard is actually more imminent than is 

commonly understood. In this case, we may 

see physical climate surprises, as well as an 

increased policy response that is more abrupt 

than most firms are currently planning for.”  

2.9. Supply Shocks 

Another risk for the industry is that of sudden 

and unexpected disruptions to global energy 

supplies. While our participants did not agree 

on what the most likely cause of such a shock 

would be, they did agree that unexpected 

shocks could pose a severe challenge. Possible 

consequences include extreme price volatility, 

global recession, and ill-considered regulatory 

responses, as well as potential competitive 

impacts on affected firms. 

2.10. Energy Conservation 

Not unexpectedly, the group voted for the 

possible success of energy conservation as the 

number 10 risk. Perhaps this ranking was 

swayed by the opinions of one of the subject 

matter experts, an energy economist, who 

wrote, “The energy intensities of developing 

countries are very much higher than in most of 

the Organization for Economic Cooperation 

and Development (OECD) countries. Thus the 

scope for improved energy efficiency and 

indeed switching away from oil is potentially 

very large.” An oil and gas analyst appeared to 

agree, noting that, “The most powerful tool 

available to policymakers is energy 

conservation and it is the most under 

exploited. While there are no „silver bullets,‟ 

energy conservation comes close. The 

uncertainty is not so much one of policy 

failure but of policy success.” It is important to 

note that this is only a snapshot and risks are 

subject to change at any time. These are not 

predictions, but considering them can help 

companies to prepare. Working through 

scenarios and impact studies can result in 

opportunities to tighten processes and controls, 

leading to dialogue and action plans that 

deliver value. The views expressed here are 

those of the author and not necessarily the 

views of Ernst & Young. 

 

3. Mitigating Risk and Recognizing 

Cost Savings through Contract  

A contract is the cornerstone to any business 

transaction. It represents a binding relationship 

between contracting entities; defining the 

terms and conditions for the products and 

services provided. A contract is usually 

defined as a written or oral agreement between 

two or more parties involving an enforceable 

commitment to do or refrain from doing 

something.
3
  

                                                           
3
 Charles Hall and Michael Lange Meier, Produced 

by Agricultural Communications, The Texas A&M 

University System 
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Nowadays oil & gas industries use from 

various contracts to manage their risk. Then 

we determine the major contract briefly and 

survey that which of them are useful foe 

managing the risks. 

3.1. Available oil & gas contracts 

3.1.1. Concession 

The term concession may cover a variety of 

different concepts. It is used to refer to both 

the privileges and rights conceded by a 

government to carry out an activity and the act 

under which the right is conceded. In addition, 

it is also applied to the formal deed (whether it 

is a contract, a convention, or an agreement) 

which records the attribution of a right or 

privilege to the concessionaire.  

In a more recent study on the legal aspects of 

oil concessions, the author maintained that: “a 

concession is the grant of a privilege, usually 

exclusively but not necessarily so, to conduct 

an economic enterprise for a defined period 

and usually within a defined area.”
4
  

Because there was no standard form for 

traditional oil concessions, the early 

concession agreements seemed to differ from 

country to country. Nevertheless, they all 

followed the same general pattern and 

embodied similar conditions. The major 

provisions that normally occurred in the early 

oil concessions were as follows: 

(1) A large concession area with no 

relinquishment provision;
 5
 

(2) Long duration with no revision 

possibility (see Table 2.1 for the areas and 

durations of some early important 

concessions); 

(3) Exclusive rights to foreign companies 

to all facets of petroleum operations; 

(4) Property rights to foreign companies in 

the petroleum resource; 

(5) Exemption from all taxes and customs 

duties; 

                                                           
4 S. Toriguian, Legal Aspects of Oil Concessions in the Middle 

East (Lebanon: Hamaskaine Press, 1972), p. 38. 
5 The areas of some of the early concessions which measured 

from 100,000 to 500,000 km2 were 500 to 1,000 times as large 

as the average block surface area of 200 to 500 km2 in the North 

Sea, and 50 to 250 times the normal contract area of 2,000 km2 

in China and Indonesia today. 

(6) Modest royalty paid on oil production 

volume;
6
  

(7) Transfer of property to governments 

upon expiry of concessions. 

 

3.1.2. The characterization of the 

production share contract (PSC) 

The PSC that originated in Indonesia is 

distinguishable from the MCC in a number of 

important political and legal points, such as: 

(1) The foreign oil company is merely a 

contractor under a PSC but a property right 

holder under a concession; 

(2) The rights under a PSC are rights in 

personam as opposed to rights in rem under a 

concession; 

(3) the right of management under a PSC 

belongs to the state oil company while the 

concessionaire has the exclusive right to 

manage the enterprise undertaken under a 

concession; 

(4) Title to production under a PSC transfers at 

the point of export versus at the wellhead 

under a concession; 

(5) Title to all equipment under the PSC passes 

to the government at the point of landing while 

title passes to the government only at the 

expiry of the concession under the concession 

system; 

(6) The PSC is no longer based on profit 

sharing as the concession is, but on a 

production-sharing scheme; 

(7) A PSC with its profit oil split set forth in 

the contract is more flexible than a concession 

whose royalty and tax payments are normally 

determined by legislation. 

These reasons explain the success of this type 

of contract in the last 25 years. There has been 

a marked trend in the developing world to 

prefer the PSC to the concession agreements. 

Indeed, the PSC is one of the most developed 

contractual agreements of a modern nature. Its 

                                                           
6 The royalty was usually fixed at four shillings gold or three 

rupees per ton of crude oil produced. It has been estimated that 
the value of four shillings gold at US$35 per ounce amounted to 

US$1.65, and three rupees per ton equalled approximately eight 

cents per barrel. 
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legal nature can be summarized as: risk with 

the right to share production. 

In considering the experience of Indonesia, it 

may be seen that this country sought explicitly 

to create a contractual framework for foreign 

operations under which the government 

partner could build up negotiating skills and 

supervisory abilities. So Indonesia‟s constraint 

in its contractual relationship with foreign 

companies seems to be the discrepancy 

between the government‟s ambition and effort 

to exercise real managerial control and its 

inability to develop an effective indigenous 

capacity to do so.3 The case of Indonesia can 

be regarded as an example of a mature, 

producing country which has been persistent in 

actively pursuing a policy aimed at 

strengthening its bargaining powers towards 

the foreign oil companies. The PSC perhaps 

represents the mainstream of the petroleum 

systems in the developing world. 

 

3.1.3. The features of the risk service 

contracts (RSC) 

The RSC as employed in Brazil appears 

similar to the PSC, but differs in certain 

important matters, such as, inter alia: 

(1) it gives the contractor even fewer rights in 

the service area that is explored; 

(2) it gives the state the possibility of asserting 

direct control over development and 

production strategies; 

(3) most basically, it reimburses the contractor 

in cash, not in crude oil, although it may have 

provisions permitting the contractor to buy 

back a certain amount of production. 

The RSC is an arrangement that can finally 

ensure the host country‟s full ownership of its 

oil, direct control of its exploitation, and 

complete appropriation of the production. On 

the other hand, this form is the “least 

attractive” of the options open to oil 

transnationals, since despite assuming all the 

exploration and development risks, the 

remuneration to the company does not include 

access to crude oil. Thus, the legal nature of 

the service type of contract is: risk without title 

to oil. 

The shift in bargaining power from company 

to government is most evident in the RSC. As 

an oil producer dominated by “oil nationalism” 

and with most of its sedimentary basins 

unexplored, Brazil has been strict with foreign 

oil exploration and tough with its risk service 

conditions. Brazil may be said to represent 

another minority of established producing 

countries which managed to have foreign 

companies carry out high-risk exploration 

operations through offering supposedly oil-

rich acreage. It illustrates the other extreme of 

the world petroleum system, i.e., the relatively 

strong bargaining position of governments 

with promising petroleum potential. 

 

 

 

 

 

 

 
Table 1- Risks in eny oil & gas industry contract 

 

Although in concession all advantages & 

disadvantages of contracts minus host 

government yield are related to company, then 

risks of contracts was bear by company but 

climate concerns Be tolerated by host 

government. 

 

 
Concession 

Production 

sharing 

contracts 

Risk 

service 

contract 

Human 

capital 

deficit 

Contractor 

Host 

government, 

Contractor 

Host 

government 

Fiscal 

Terms 
Contractor Contractor 

Host 

government 

Cost 

controls 
Contractor 

Host 

government, 

Contractor 

Host 

government 

Uncertain 

Energy 

Policy 

Contractor contractor ----------- 

Demand 

Shocks 
Contractor 

Host 

government, 

Contractor 

Host 

government 

Climate 

Concerns 

Host 

government 

Host 

government 

Host 

government 
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In production sharing contracts, although risks 

are shared between company & host 

government, but energy policy uncertainty and 

fiscal terms company are the risks that 

company faced with risk justly. As well as in 

concession the climate concerns related to host 

government and it isn't calculated as a 

company's risk. 

Essence of risk service contracts is that the 

most part of risks be tolerated with host 

government. In this method of contract, 

company calculated as a contractor, and then 

host government is at risk position.  

As the risk management is transfer the risk to 

the other party, then in oil & gas industries it is 

better to each parties either host government or 

oil company, in a contract transfer the risk to 

other. Then according to position of parties 

and on the basis of goal, we use from available 

contracts. 

4. Best practices to reduce risk in 

cloud contracts 

It procurement or sourcing managers 

challenged with finding sourcing options that 

reduce costs at tolerable risks should examine 

nine contractual terms to reduce risk in cloud 

contracts, according to Gartner, Inc. The cloud 

delivery model is gaining popularity, but it 

includes risks that are often unclear or 

overlooked when assessing the appropriateness 

of the sourcing model. 

"Cloud solutions often appear to have lower 

initial and switching costs than traditional 

solutions, but include hidden costs and risks, 

and require unique terms for contract 

protection, compared to traditional 

arrangements," said Alexa Bona, research vice 

president at Gartner. "Many cloud providers 

appear reluctant to negotiate contracts, as the 

premise of their core model is a highly 

leveraged approach. The starting point 

contractually often favors the vendor, resulting 

in a potential misalignment with user 

requirements." 

When assessing cloud offerings' procurement 

and sourcing, executives need to understand 

what can be negotiated relative to risk 

elements, what they need to pressure cloud 

providers to offer, and what will likely not be 

negotiated. 

"Cloud markets are generally still very 

competitive, and it is important for sourcing 

and procurement executives to leverage 

competition to optimize negotiations. They 

should be prepared to walk away from deals, if 

some of the risk elements are not satisfactorily 

addressed," said Frank Ridder, research vice 

president at Gartner. "As this computing 

model is relatively nascent, we believe that, 

over time, the combination of buyer pressure, 

and a provider desire to reduce the length of 

negotiation cycles and number of customized 

deals will mean that some terms will evolve to 

more of a middle ground, rather than the 

current contract practices, which are mostly 

provider-centric." 

The nine key terms to understand in cloud 

deals to mitigate excessive risk include: 

* Uptime Guarantees. Despite the significant 

business-criticality of certain cloud 

applications, Gartner analysts have seen 

numerous contracts that have no uptime or 

performance-service-level guarantees at all, or 

that are only provided as a changeable URL 

link. Cloud contract negotiators must be aware 

of the performance service levels required and 

ensure that they are documented contractually, 

ideally with penalties, if the performance 

standards are not achieved. 

* Service-Level Agreement Penalties. For 

service-level agreements (SLAs) to be used to 

steer the behavior of a cloud service provider, 

they need to be accompanied by financial 

penalties. If downtime or performance service 

levels are not met, negotiate penalties and 

escalation clauses. Rather than credits, money 

back is preferable, in terms of your negotiating 

leverage and pressure on the provider, because 

no vendor likes to have to give money back, 

once booked. 

* Watch Out for SLA Penalty Exclusions. 

More cloud providers realize that they need to 

add guarantees and quality measures for the 

services they sell in the cloud. To manage their 

risks, cloud providers usually put rigid penalty 

exclusion criteria into their contracts. 
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Organizations should look carefully at 

exclusions to the right to penalties. For 

example, they should ensure that any 

downtime calculation starts exactly when the 

downtime commences. 

* Security. As part of the cloud-sourcing 

strategy, procurement and security executives 

should ensure that the provider's security 

practices are at the same level as, or exceed, 

their own security practices, especially if the 

company falls under industry or national 

privacy-related regulations. Gartner 

recommends negotiating SLAs for security, 

especially for security breaches. The analysts 

suggest immediate notification of any security 

or privacy breach as soon as the provider is 

aware of it. 

* Business Continuity and Disaster 

Recovery. Cloud contracts rarely contain any 

provisions about disaster recovery or provide 

financially backed recovery time objectives. 

Some infrastructures as a service provider 

don't even take responsibility for backing up 

customer data. If organizations are prepared to 

back up their data within the enterprise, or 

some other cloud service, and have the ability 

to use that data within an application, then 

they need to confirm that their provider has a 

suitable API or other mechanism to 

accommodate the organization taking 

responsibility for disaster recovery. 

* Data Privacy Conditions. If the cloud 

provider is complying with privacy regulations 

for personal data on behalf of the organization, 

the client needs to be explicit about what they 

are doing and understand any gaps. Contracts 

should unequivocally state that the cloud 

provider will not share personal data with 

anybody else (this becomes more complicated 

if they have to share data with a third party — 

e.g., a cloud infrastructure provider — which 

is common for many software as a service 

solutions) and that they will only do what the 

customer (the data controller) says they should 

do. 

* Suspension of Service. Some cloud 

contracts state that if payment is more than 30 

days overdue (including any disputed 

payments), the service can be suspended by 

the provider. This gives the cloud provider 

considerable negotiation leverage in the event 

of any dispute over payment. Organizations 

should negotiate an agreement that payments 

in any current legitimate dispute should not 

lead to a suspension of service. Some 

providers are removing disputed payments 

from this clause. 

* Termination. A number of cloud contracts 

allow the provider to terminate the agreement 

with 30 days of a written notice, or at least 

within 30 days of renewal. Users should 

negotiate for at least six months' notice for the 

provider to terminate, unless they have 

materially breached the contract. 

* Liability. Most cloud contracts restrict any 

liability apart from infringement claims 

relating to intellectual property to a maximum 

of the value of the fees over the past 12 

months. Organizations should try to negotiate 

for higher liability protections. Leverage the 

fact that these providers would have liability 

insurance to achieve higher caps, and be 

prepared to walk away if this issue is not 

resolved.
7
 

 

5. Conclusion 

Risk management is an important section in 

any industry. This part of any organization is 

too important in such an oil & gas industry 

because of its uncertainty. Therefore 

determination of risks in this industry is 

important so.  

This risks encountered both upstream and 

downstream need to be addressed to ensure 

commercial viability of an oil and gas project. 

Firms which act in oil & gas industries, use 

from different tools to hedge and manage their 

risk. One important tool in risk management in 

oil & gas industries is contract. Nowadays oil 

& gas industry use from contracts to manage 

the risks. Clauses that put in a contract set to 

hedge risks that can be harmful. At now we are 

three types of important contracts: concession, 

                                                           
7
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production sharing, risk service contract. 

Therefore in this paper we survey usefulness 

of contracts to manage the risk of firms. We 

think that each contract can manage some risks 

but some risks are out of the control in the 

contracts. So I according to type of risk that 

special company faced with it, should choose a 

suitable kind of contracts.  

For this goal, at first we have an overall 

evaluation of risk that affected firms. Then in 

this paper at first we clarify the risks as: 

Human Capital Deficit, Worsening Fiscal 

Terms, Cost Controls, Competition for 

Reserves, Political some risks in oil & gas 

industries are Constraints on Access to 

Reserves, Uncertain Energy Policy, Demand 

Shocks, Climate Concerns, Supply Shocks, 

Energy Conservation & etc. In continue the 

existence contract will be defined and examine 

that whether this tool is useful to manage the 

oil & gas industries or not. In overall view in 

concession the most part of the risks be 

tolerated with company, but in risk service 

contracts these risks transferred to host 

government. In production sharing contracts 

the risk are shared between two parties. 
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