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ABSTRACT

International gas sale contracts, as one of the key instruments in energy trade, face significant challenges—
particularly in the area of price determination. Characteristics such as long-term duration, dependency on the global
market, and extreme energy price volatility have led to the use of dynamic and flexible methods for determining the
price in these contracts. However, the absence of clear and harmonized legal frameworks—especially within the
Iranian legal system—nhas resulted in conflicts and diminished economic efficiency in these agreements. This study
aims to conduct a comparative analysis of price determination methods in international gas sale contracts and
seeks to provide legal improvement strategies for Iran in this domain, drawing upon international legal and economic
sources, arbitration precedents, and sample commercial contracts. The findings indicate that price determination
methods may include the use of energy indices, adjustable pricing formulas, futures contracts, or referral to
independent experts. Additionally, mechanisms such as periodic price adjustments, renegotiation clauses, and price
formula revision provisions are considered effective tools for reducing economic risks. At the same time, Iran’s legal
system, due to jurisprudential constraints and the lack of clear regulations, cannot fully benefit from these
mechanisms. The study emphasizes the need for legal reforms in the field of energy contracts, including the
adoption of flexible mechanisms, the development of regional pricing indices, and the incorporation of protective
clauses in long-term agreements. Implementing such reforms can pave the way for enhancing Iran’s position in the
international gas market.
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EXTENDED ABSTRACT
Introduction

The increasing complexity of global energy
markets has brought renewed focus to the legal
and economic mechanisms of price
determination in international gas sale
contracts. As gas remains a critical energy
source, especially in industrialized economies
and emerging markets alike, the contractual
arrangements governing its sale are of
strategic significance. Price determination in
these contracts is one of the most contested
and multifaceted legal elements due to its close
connection with economic fluctuations,
geopolitical ~ tensions, and  technical
constraints in extraction and delivery. The
volatility of gas prices—affected by global
crude oil benchmarks, regional infrastructure
limitations, and fluctuating demand—
necessitates a departure from rigid pricing
models toward flexible and resilient
mechanisms. This complexity is amplified in
long-term  contracts where unforeseen
variables such as inflation, currency
instability, or regulatory changes can render
static price models obsolete or inequitable
over time. While many jurisdictions have
embraced sophisticated models such as
indexed pricing or adjustable formula-based
structures, countries like Iran, with a legal
system rooted in Islamic jurisprudence,
encounter specific constraints. Notably,
Islamic contract law requires that the subject
matter and consideration (thaman) be known
and clearly defined at the time of agreement
(Darabpour, 1998). This foundational
requirement poses challenges for adopting
dynamic pricing models commonly used in
Western commercial contracts. Nonetheless,
global best practices suggest that leveraging
price revision clauses, benchmarking indices,
and alternative dispute resolution
mechanisms can bridge this normative gap,
fostering fairness and adaptability in gas
transactions (Robert, 2004). The significance
of this comparative study lies in its dual

perspective: mapping international standards
and evaluating Iran’s legal infrastructure, with
the goal of promoting harmonization,
commercial efficiency, and legal certainty in
gas sale agreements.

Methods and Materials

This research employed a comparative-
analytical methodology, integrating legal
doctrinal analysis with economic contract
evaluation. The first phase of the study
involved a qualitative review of international
gas sale contracts and arbitral case law,
extracting common price determination
mechanisms and their legal justifications. The
second phase used a descriptive-explanatory
lens to examine Iranian civil law, particularly
principles surrounding contract formation,
consideration, and permissible uncertainty in
contractual terms. In parallel, sample gas sale
contracts from multiple jurisdictions—
particularly Europe, North America, and
Asia—were analyzed to extract pricing
formulas, adjustment clauses, and market-
based benchmarks. Key focus was placed on
mechanisms such as price indexation,
reference pricing to oil and coal derivatives,
and the role of third-party experts in price
disputes. Iranian law was assessed for
compatibility with these tools, particularly
under Articles 338 and 219 of the Iranian Civil
Code. Emphasis was also placed on the
feasibility of aligning domestic jurisprudential
principles with international practices through
contract drafting innovations and legislative
reforms. Primary sources included arbitration
reports, legislative texts, doctrinal
commentaries, and economic models. Data
triangulation ensured the reliability of legal
interpretations and policy implications. No
empirical survey or quantitative modeling was
used in this study, as the aim was conceptual
alignment rather than predictive modeling.
Findings

The study found that international gas sale
contracts predominantly utilize flexible



pricing mechanisms such as indexed formulas,
sliding scale pricing, or hybrid models
combining fixed and variable components.
Indexation to Brent crude oil, Henry Hub spot
prices, or inflation-adjusted consumer price
indices were the most prevalent benchmarks.
Clauses for periodic price revision, typically
every three to five years, were also common
and often linked to economic hardship or
major market changes. In European contracts,
oil-linked pricing dominated due to historical
oil-gas parity practices, while North American
models leaned toward spot market pricing
based on regional gas hubs. Asian contracts,
especially in LNG trade, often referenced
Brent or JCC indices. The findings also
highlighted the utility of renegotiation clauses
and third-party expert determination in
mitigating contractual friction. Iranian gas
contracts, however, largely adhere to fixed
pricing or state-regulated models, with limited
use of price adjustment clauses. This rigidity
arises from both regulatory constraints and
jurisprudential interpretations of “malum”
(certainty) under Islamic law. Despite this, the
study identified legal avenues within Iranian
law that could accommodate adaptive
pricing—such as conditional contracts or
tiered payment structures—without violating
core doctrinal tenets. Furthermore, models
like net-back pricing or two-part formulas,
which  separate fixed and variable
components, offer pathways for reconciling
legal predictability with economic flexibility.
The study also noted growing international
trends favoring price transparency, dispute
prevention mechanisms, and codified risk-
sharing provisions, which are largely absent
from Iranian contractual practice. These
comparative insights provide a roadmap for
modernizing Iran’s gas sale frameworks while
preserving the integrity of domestic legal
traditions.

Discussion and Conclusion

The results of this comparative study reveal
that international gas pricing frameworks are
inherently dynamic, designed to accommodate
macroeconomic shifts and sectoral volatility.
Successful models strike a balance between
legal predictability and economic adaptability,
allowing parties to preserve contractual
integrity without being unduly exposed to
market shocks. Indexed pricing mechanisms,
for example, allow gas prices to reflect real-
time economic conditions while preserving
commercial  equilibrium.  Renegotiation
clauses, price adjustment triggers, and
arbitration provisions further contribute to
contractual resilience, reducing the likelihood
of disputes. In contrast, Iranian gas sale
contracts exhibit limited adaptability due to
the prevailing interpretation of Islamic
contract law, which discourages indeterminate
consideration. This legal rigidity not only
limits Iran’s competitiveness in international
gas markets but also increases legal
uncertainty when market conditions deviate
significantly from those assumed at the time of
contract formation. However, the study also
underscores that doctrinal constraints can be
managed through innovative contract design.
For instance, including detailed formulas
based on objectively verifiable indices or
deferring price determination to a third-party
expert at a predetermined time satisfies the
requirement of  determinacy  while
maintaining economic  responsiveness.
Legislative and regulatory reforms are also
essential. Developing domestic benchmarks
akin to Henry Hub or Brent for regional
pricing would reduce dependence on foreign
indices and increase transparency.
Furthermore, incorporating price floors and
ceilings within the legal framework would
provide additional safeguards against
excessive volatility. The findings also highlight
the importance of aligning legal training and
judicial interpretation with contemporary
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commercial realities, enabling courts and
arbitrators to recognize the legitimacy of
modern contractual arrangements.
Policymakers are advised to consider
harmonizing Iranian contract law with
international trade norms, particularly the
CISG, which allows for reasonable price
determination in the absence of explicit
agreement. Lastly, stakeholder engagement—
including gas producers, legal professionals,
regulators, and consumers—is critical to
ensure that reforms are not only technically
sound but also socioeconomically viable.
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