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DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE 

Room 619-D EBD/52/190 
fl 

November 25, 1952 

To: Members of the E;~ecutive Board 

From: The Secreta:::-y 

Subject: GoveI·nor and AltP.rna te Governor of the Fund for I.ran 

~:he following cable has been received f:rom the Bank 
Melli Iran: 

As per Decree of Council of Ministers 
dated November 22 Dr. Mohamad Nassi:ri.:1 
Governor Eank Melli ar/l Mr. Ebrahim 
Kashani, Vj_ce Governor Bank Melli , have 
been appointed Iranian Gove::·ncr ana. 
Alternate for IMF :eespec-tively. 

BP.NK MELLI 

Other Dj_stribution: 
Departr i.2-nt Hea ds 
Division Chiefs 
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TO: 

MONE:TARY FUND 
' 

(I) 

( 2) .... fi'JJ": ... 'Jicy..':-..v_•.... .. . .... ... . Room .••.•••...•. 

(3) ·· ·· ···· ·· ·F ························· Room •••••••..•.. 

FROM ___________________ _________ ___ ___ __ _____ ________ __ _________ _______________ _ 

Dnn."' 
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Cc: r . Luthringer ,,/ 





INTERNATIONAL MONETARY FUND 

TO 

FROM: Irring s. Friedman 

July 28, 1952 

I checked with Saad and he informs me that 

he had written to Iran suggesting staff discussions 

on restrictions immediately after the Governors 

Conference, and Iran has agreed. 



Jun 11, 1952 

D r Sir: 

It would b ppreoi te i you would b o kind 

a to end c P1 of th 1951 Ann 1 port d coount 

of the An lo-Iranian 11 Qu.uu.Jn.& .. 

7 It nk you in dv c for yo:ur court y. 

• • D. H ath Ev 
U •• epresen tiv• 
A lo-Iranian Oil o 
610 · 1tth venue 

w York 20, ew Ior 

WHT:dll 

ry ruly our, 

! AM H TAYLOR (SIGNED) WILL • 
• • ylor 
si tan t Dir c tor 

Latin iddle and 
Far .............. .- r ent 

y, Ltd. 



INTERNATIONAL MONETARY FUND MAY B • 195~ 

TO 

FROM: 

Mr . George F. Luthringer 

A R. Bengur ~/.S 

• 

ay 8, 1952 

In reply to your request for a not on 
the significance of the change in Iran• 
exchang system proposed in the Bank elli 1s 
cable of ay 5th, I submit the attached state­
ment prepared in the Divlsion 

'Attachm nt 
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SECRET INCOMING · MESSAGE SECRET 

Number ___ _ 
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. '. 

INTERNATIONAL MONETARY FUND 
WASHINGTON 6, D. C. 

• 

1 a 
c 1 • Dir . 

c. Dir • 
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FOR PREPARI G OFFICtR 

Night Letter 

0 Ord i~11ry 

0 Cod• 

SPECIAL INSTRUCTIONS 

Date Apr:S J J 7, ]952 

AUTHORIZA TIO 

G.F. Luthriru!er 
Isl Ivar Rootb ,. 

A. 119.naour 

Secon.J S ,iratu re When Requ1•£d 

FOR CODI: ROOM 

Tir, e Received--~....►.,~--
T,me Di,patched ________ ___ 

Log _____ -l.J.2'19 _ 
R ute __ _ 

Oper~lor __ _ 

OUTGOI MESSAGE 

INTE~NATIONAL MONETARY FUND 
Washiogton 6, D. C. 

THA.totS FOR YOUR CABLE OF APRIL 16. WE LOOK FORWARD TO 

RECEIVING I ORMA TION NOil BEING PREPARlil AND \.nIICH WILL 

BE T 1ITTED TO US THROUGH l~ • BOUsml!RI. WHEtl EHIALS 

RECEIVED STAF-1 HILL E ARE AS EXPEDITIOUSLY AS POSSIBLE 

RECOl-n ATI iS FOR ACTIO i cormERNnm YOUR RElUEST FOR FQ1., AFPROV 

SINCERE REGARDS 

IVAR 00TH 
, AGING DIREC 

CG t 

F 
ERD 
LEO 
RES 
BEC 
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EXACT COPY OF ORIGINAL 

013044 

RC5 YWCJ58 IFZ497 INL58/MC TEHERAN 44@1630 CHECK CTF 

LT INTER.FUND WASHINGTON 

109 REVERTING OUR TELEGRAM SEVENTEEHTH MARCH MINISTERIAL DECREE 

NUMBER EIGHTY OF FOURTH APRIL CLASSIFIES GOODS EXPORTS AND IMPORTS 

DTTO TWO CA TJiX}ORIES ON PRINCIPLE OUTLINED ABOVE 'rELEGRAH STOr 

SUMMARIZED TRANSLATION AS WELL AS DETAILS GOODS EACH CATEGORY WHICH 

ARE ABOUT BE COMPILED SHALL FORUARD,t THROUGH MR BUSHEHRI STOP 

P!,EASE TELEGRAFH APFROVAL 

BANKUELLI 
{Bank Melli Iran) 

Received in Cable Room 0900 April 16, 1952 

Crig: FIL 
cos Ilg. Dir. 

Ex c . Dir. 
ERD 
LEXi 
RES 
SEC 



DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE APR 1 Q 1952 

II EBD/52/61 

April 9, 1952 

TO: Members of the Executive Board 

FROM: The Secretary 

S~TECT: Governor and Alternate Governor to the Fund for Iran 

The Secretary has been notified of the Eq)~ointment as of 
Apl"il 6, 1952, of Mr. Ali Asghar Nasser, Acting Governor of the Bank 
Melli Iran, and Mr~ Abbas Gholi NeysariJI Vice Governor of the Bank Melli 
Iran, as Governor and Alternate Governor, respectively, to the Fund for 
Iran. 

Other Dintribution: 
Departnent llcado 
Division Chiefs 



TO r. George F. Luthringer DATE: rch 19, 19$2 

FROM Irving s. Friedman 'r r 
SUBJECT : Iran 

I would tend to agree with the general attitude expres ed in your 
m orandum of arch 18 on the t leg of rch 17 fro Iran. s you are 
well aware, I have fro the beginning thought that it would be bet not to 
send Iran harp telegrams but instead to try to operate on th assumption 
that they would be willing to consult with us. I would agree that we should 
not ke a major issue of non-consultation in this case; however, there may 
ell be some in-between tep which would keep our contact with Iran aliv . 

Otherwise, if we now ignore their cable and do nothing, th reestablis ent 
of contact with the country y then beco e ve:ey difficult. 

Perhaps it would be advi abl , particularly in view of th past unsatis­
factory relations, to send a cabl to I n, thankin t e Bank elli for 
infonning u of ,r t the propo ls are but indicating that they are not 
sufficiently d tailed for Fund judgment nd that we would be prepa d to 
give the our co nt if th y woul give us or detail • 

It is recognized that this type of procedure mi ht an t t we y 
be consult d x post and that may v rr well end up by giving our pproval 
to so ething inich is already in effect. Ho ev r, that i considerably les 
dangerous than to ignore what a country i doing, inc in any ca , if the 
country was to take tep ich e reg rd d s very d, could till 
ay that e thought it s bad, even if th step had al.re czy- been taken. 

If we ignor the cable, e seem to run th risk of divorcing our elves even 
more fro fo ign exchange and onetary d v lopmente in Iran. In addition, 
it seems that there is at lea t a r1 k th t th Bank elli might think that 
it is being cooperative, whil at the s e time th Fund 11 ve that it 
is r r fro fulfilling it obligations toward u. Thi, however, might 
not b entirely their f ult, in view of the r lativ ly ak position of 
the Bank elli vis-a-vi the tional Council. 





F OI IGIHAL 

012822 

RCl YW0314 ICZ334 INL17/SA TEHERAN 84 17/3 1645 

LT IVAR ROD' H £ NAGING DIRECTOR HITER.FUND WASHINGTON 

/ 
107 THANK YOU FOR YOUR CABLE NUMBER 17 OF TENTH MARCH STOP WITH-

OUT RESPONSIBILITY AS STILL UNDER DJ SCUSSION rr IS IUTFlIDED AS FROM 

BEGINNING IRANIAN NEW YEAR DIVIDE BXFORT AS WELL AS llfrORT GOODS 

INTO Tim.EE C TEGORIES ACCORDING TO THEIR ESSENTIALITY Ill SUCH A 

MANNER THAT CERTIFICATES OF EACH CA'rEGORY EX.FORT CAN BE UTILIZED FOR 

SAME CATEGORY IMPORTS STOP lt"URTI 7 R DETAILS AND/OR I OSSIDLE CHA1tGEB 

srALL TELEGRAFH IN DUE COURSE AFTER NE!.~ YEAR HOLIDAYS ENDING 26TH 

~RCH 

BANKMELLI 
(Bank 4elli Iran) 

Received in (?able Room 0900 March 18, 1952 

Origz P -
CCI 
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OFFICIAL 

FOR PREPARING OFFICER 

D Night: Let:t:er 
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SPECIAL INSTRUCTIONS 

• 
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L I ~ B Y RHI O'IDNDC 

rch S, 19.52 
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rch 10, 19.52 

Toa • Ali Asghar aeser 
Acting Governor 
Bank 111 Iran 
Teheran (Iran) 

'l'hank you for your cable of rch S. Fund appreciates 

difficulties confronting Ir n leading to introduction ot 

new system on December 27 as ta ted in your cable. Zaki Pash 

ad ha advised us ot cable that he sent under date of ch 4 

in which he urged that owing to the good relations existing 

between the Fund and Ir n that you consult by cabl or airmail 

w1 th Fund. und understands that pres n t rate · qstem 1• to remain 

in effect until rch 20. sume that if you intend to continu 

yatem beyond that date or to introduce n w changes, you will 

consult with the Fund prior to uch extension or introduction. 

Kind Regards. 

Iv r Rooth 
naging Director 
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ld be inclined · er 
• Do 7ou agr e? 

· rch 5, 1952 
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LT HJTERFUND WASHINGTON 

March 5, 1952 

106 FOR FUND ' S INFORMATION PLEASE NOTE THAT SCARCENESS OF EXCHANGE 

DUE TO OUR GENERAL SITUATION cmPELLED us DISCONTINUE SALES OF GOVERN­

MENT ·xcHANGE FOR PURPOSRS OF IMPORTS so THAT ONLY SOURCE OF EXCHANGE 

AVAILABLE; THEREFOR CONSISTS IN PROCEEDS OF OUR EXPORTS stop S ON THE 

OTBER HAND THE LATTER WOULD NOT SUFFICE 'I'O COVER Il'rlfORTS INTO IRAN IF 

UNRESTRICTED IT HAS BEZN CONSIDE.i.1i.ED NECESSARY TO CURTAIL ITu!;ORTS TO 

36 ITEF,;s FOR HIGH EXCHANGE CERTIFICATES ARE NEGOTIATED DIRECT BETWEEN 

EXPORTERS AND IMPORTERS IN ACCORDANCE WITH DECREE 862 OF 10 NOVEMBER 

1950 stop TEST 559 . 

. ORIG: FML 
cc: Mg . Dir . 

Exec . Dir . 
ERD 
LEG 
RES 
SEC 

BANKMELLI 

Received Code Room: 9:00 A.M., tarch 6, 1952 
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Dear Mr. Nasser: 

DRAFT 
2/28/52 

It has c to the attention or the FU:Dd that pursuant to a decree 

approved by the Council of Minister on December 26, 1951 the Exchange 

C trol Commie ion on December JO, 1951 issued regulation introducing 

certain changes in the Iranian exchange system. The changes, which are 

applicable s or Dece ber 27, 1951 and are to continue in force until 
ti 

March 20, 1952, ares (1) Thirty-six essential goods ay be ported into 

Ira - without»tor litie in the sense ot licensee., tc. , (2) Exchange 

will not be provided by the Gover ent; importer tor essential a well 

s ntial goods will veto secur export certif'icat a tr 

Iranian exporters, on the free market, t fluctuating r te · f exchange. 

These chang s c to the attenti or th Fund in circular issued h7 

th B elli Iran on January~, 1952 and sent to 11 its correspondents. 

Iran should ha consulted the Fund and obt ind its pproval b tore 

makiXlg these changes in its ultiple currency syste • The Fund's 1 tter 

to 11 me bers of Dece ber 19, 1947, on ultipl currency practices eet 

forth both the legal oblig tions of bers engaging in uch pr ctice 

and the policy or the Fund with r spect to these ys or xchange r tes. 

The ne d ror advance consultati between the Fund nd Iran concerning 

changes in its ultiple currency practic s w s the subject ot ro •i• N. Overbyta 

letters or Jmie 29 and August l, 1951 t Mr. I. Zend, in which he stressed 

th importance of this atter to th Fund _ 

The changes introduced in the Iranian exchange syste as ot December 27, 

1951, are considered to be ot substantial significance. I thi matter I 

feel prior consultati with the Fund wa es ential. It is my sincere hope 



that in the future your country will tim it possible to consult with 

the Fund before introducing changes in its exchange syste o May I add 
~ 

that it is regr tt ble that in this ticular case Iran did not eftft 
""°""N\tl,lll'rl:',..,,,__ i~ ~w~4. 

1n.torm the Fund or its actia l~ ~ ~ •epeP.eMnnels~ The matter 

c81118 t the attention of the ~~ough receipt of ~t\u1ar issued 

by the Bank 111 Iran on January 2, 1952 and sent to all its corr spondents. 

You may be sure that, ae in the pa t, any proposal presented t the . 

Fund by the Iranian Gover nt tor changes in the exchange syste will 

recei pranpt attention and careful considerationo 

Mr. 11-Asghar Nass r 
Acting G rnor 
Bank M 111 Ir 

Your sine r ly, 

Ivar Rooth 
Managing Dir ctor 





INTERNATIONAL MONETARY FUND 

August 26, 1952 

TO 

FROM: 

Mr. A. H Ebtehaj 

M. M Hassanein 

Pursuant to your request of yesterday 
regarding the international reserves of 
both Iran and Egypt for July 1944, I am 
sorry to inform you that no data are avail­
able in the Fund at present for that date . 
However, I am att~ching herewith reserves 
figures for both countries for the nearest 
dates to the .one you mentioned. I hope these 
figures will prove adequate for your purpose . 

Attachments 



Gold and Foreign Assets of Iran 

Data on Iran ' s gold and foreign assets for the date requested, 
July 1944, are not availabl e in the Fundo The figures below are for 
the nearest dates prior and subsequent to July 1944 

11 
QQld and Foreign Assets of Iran 

arch 20 1 1944 
Millions of US$ Millions of Rls 

March 20, 1945 
Mill . of . US$ Mill. of Rls 

Gold 
Foreign Exchange 

Total 

111 
1lQ 

221 

3, 580 
~ 

7, 128 

134· 
109 

243 

4, 322 
~ 

7, 837 

i/ In the source the data. shown here appear as the assets of the Bank Melli; 
they do, however , include the assets of the Iranian Treasuryo This fact 
is indicated in I 2 F.s., July 1950, p. 170. 

Source: International Financial Statistics, July 1950. 



"' 

Egypt 1 s International Reserves 

No data are available in the Fund on Egypt ' s foreign assets 
on July 311 1944, as requested . 

The figures below show Egypt ' s international reserves at the 
end of 1943 and 1944. 

l/ 
Egypt's International Reserves 

(in million US$) 

end of 
1943 1944 

Gold 52 52 
Foreign exchange 2/ 

(mainly sterling) 734 954 
Foreign investments 

(mainly British 
securities) 21~ 251 

JI 
Total ~, 002 1, 257 

1/ Official estimates of the fational Bank of 
Egypt(> 

Y Official and private assets in the UoSo were 
reported by all U. So banks to be ~6 and 7 
million at the end of 1943 and 1944, re­
spectively~ 

JI Particulars in 1943 do not add up to the 
total because of rounding4 

Source: International Financial Statistics, 
July 1950. 





DOCUMENT OF INTERNATIONAL MONETARY FUND AND NOT FOR PUBLIC USE MAR i. i 1952 

1 r. G. F. Lut rin er EBD/52/48 

Room 619~»-
_(ll _'1 

TO: 

FROM: 

Members of the Executive Board 

The Secretary 

March 27, 1952 

SUBJECT: Exchange System Iran 

/ 

The following letter from the Bank Melli Iran is circulated for 
the inf'ormation of the Executive .Directors: 

10th March, 1952 

Dear Sirs, 

We have telegraphed to you yesterday as follows: 

"For Fund's information please note that scarceness of 
exchange due to our general situation compelled us 
discontinue sales of government exchange for purposes 
of imports so that only source of exchange available 
therefore consists in proceeds of our exports. As 
on the other hand the latter would not suffice to 
cover imports into Iran if unrestricted it has been 
considered necessary to curtail imports to 36 items 
for which exchange certificates are negotiated direct 
between exporters and importers in accordance with 
decree 862 of 10 November 1950". 

which we hereby confirm. 

It will be noted from the above that, while we were able 
in the past to sell to the public, government-owned exchange 
for the importation of certain essential items of immediate 
necessity, as a consequence of the scarcity of foreign exchange 
developed in this country, the practice of selling such exchange 
had to be discontinued. Seeing, therefore, that we had to limit 
our imports to the volume of the proceeds of exports, such 
imports were restricted to a total of 36 items, and the exchange 
required for the importation thereof had to be negotiated direct 
between exporters and importers. 

Under these conditions the Bank was no longer able to sell 
exchange certificates direct and, such being the case, rates 
quoted for these exchange certificates rose above the official 
Rls.14.75 per U.S.$ and stabilized around the present Rls.33.-

At the same time it is understood that the Bank continues 
to be a buyer for exchange certificates a.t the established rate 
of Rls.14.75 or Rls.46075 (Rls.47.25 selling) per U.S.$, but it 



- 2 -

is a natural fact that exchange is not offered by holders at 
.that ~ate, - as . they can obtain on the market Rls.33.-, or 
Rls.65 per U.S.$1-

The option for merchants to ' negotiate the export exchange 
direct between themselves is laid down in the ministe1--ial 
decree No. 862 of 10th. November, 1950. 

The above information is tendere-d to the Fund- for the 
purpose of information only, and it is pointed out that the 
measures taken do not in any way constitute a change _in om­
foreign exchange regulations, or in our rates·_ of · exchange; 
also, that they are emergency measures d.ictated by the special 
situation we are in. 

Other Distribution: 
Department Heads 
Division Chiefs 

Yours faithfully, 

/s/ 

A. A. Naser 
Governor ad interim 





INTERNATIONAL MONETARY FUND 

July 18, 1952 

Mr• Hassanein 





~m; Office Memorandum 
~l'AR--i~ 

TO 
DATE: 

July 31, 1952 

FROM 

SUBJECT : 

Mr. L:1::~::. 
Gordo~ 

Confidential 

---=---
Yesterday Me srs. Keenleyside (UN) and Owen (TAB) reported to Messrs . 

Rooth and Bl ck of a "personal" request recently made of UN. by Dr. os adegh 
or Iran tor assistance in getting a f i nancial adviser tor Iran of the gener l 
standing am qualifications of Dr. Sch cht. 

.I 

It wa agreed that the job w s es entially political r ther than 
financial, lthough the person chosen must, for pp rance!s sake have a 
financial connection. It was agreed th t British or US n tion s would not 
be accept bl, that Latin Americans would not be consider d import t enough 
as world figure and th t iddle Easterners uld prob bl.y be considered as 
"prophets without honor in their own country." 

Several name ere discussed, the most ace ptable suggestions being 
Stikker of the etherl ds, Jacob Wallenberg, Chair an of the Stockholm Enskilda 
Banlc, Dr. E. Reinhardt, General ager of the Credit Sui e of Zurich and Mr. 
Gutt. Saad s also entioned. 

Present plans re tor Lie to sound out the e men and then to present 
their n to Mos ad gh. 

There w general agreement th t th job was ao sible that 
acceptance by any of these men was unlikely. The pre ence of a re onable 
person in Teher having the confidence of the government uld b a gain, 
however 11. 





February 25, 1952 

Mr . George F . Luthringer: 

I have circulated the attached document to the Board of Directors 

of the International Bank in connection with the lranian oil 

industry , the operatton of which th~ I,B.R.D, is currently con­

sidering ~ I am sending this copy to yo~ for .your infor~tion. 

Djahangtr Boushehri 
Alternate L~ecutive Director 
Internation~l Bank for 

Reccm$truotion a."'lq. Development 

r 





CONFIDLNTIAL 

NATJONALIZATION OF TH1 IRANIAN OIL INDUSTRY -­

AN OUTLINE OF ITS ORIGIN 

AND ISSUES 

FEB 2 6 1952 

February 19, 19 52 



TAB1~ 01 CONTBNTS 

I. INTRODUCTION AND SUI.i..irl.F~Y 

II. THE D'ARCY CONC:=SSION AND ITS EJG..:CUTION 

The D'Arcy Concession; Formation bf the Anglo­
Persian Oil Company; British Government Becomes 
1•11ajor Shareholder; Systematic Violation of the 
D1i1.rcy Concession; Politj,.cal Control Over Iran; 
1".rmi tage-Smi th Agreement; APOC Insures lts 
Monopoly in Iran; Early Attempts to Revise the 
D'Arcy Concession; Annulment of the D'Arcy 
Concession; Stage Set For New Concession. 

Page -
1 

1 

ru. D'ARCY CONC:.;SSION REPLACED BY "THE 19,:33 AGREEl':I:l;NT" 10 

Negotiations for "The 1933 Agreement"; Iran Claims 
"The 1933 1-1greement" Signed Under Th.lress; Operations 
Under the :J.933 Agreem~nt; Violations of "The 1933 
agreement" Claimed By Iran• Dtvidend Pol;i.cy, 
Ylastefui Operations, Employment of Foreigners, 
Living Conditions (Wages and Housing of Iranian 
Personne:t.). 

IV. E1.FLOITATI0'1 OF IHANIAN Ri.'BOUrtG~S UNDER. COLONJAL 
POLICY 19 

Unjust Enrichment; The Supplementary Agreement. 

V. IRAN'S SOVEREIGNTY R~FI R14ED 

Nat:Lonalization of tne Oil Imiustry; The Lega;J.ity 
of Nationalizat~on, 

VI. Pl-10BL:CLIS OF R8STORil'JG PRODUCTION UNDER 
NATI01~ALIZ4TION 

Negotiation$ Between Iran ~d the British; u.s. 
Government's Efforts to Achieve a Settlement; 
Iranian Effort~ for a Settlement; The Oil In~~stry 
in The Iranian Economy - Otl Royaltie~, Company 
Spending for Services in Iran, I mpact of Oil 
Indust~J on Iran, Can Iran 1ndeye British Sqnctions; 
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The Iranian oil dispute has been given world-wide publicity because 

it highlights the proble;n of forej.gn exploitation of weak underdeveloped 
countries and the curtailment of the f low of oil f or the defense and in­
dustry of th~ free world. · although world~wide attention has been focussed 
on the dispute for only a year; the basi$ of the controversy goes back as 
far as 1909. If the current issues are to be uncierstood, they must be put 
in the perspective of their historical development~ An understanding of 
these issues will throw light on the reasons for the failure of Iran and 
the anglo-Irani~n Oil Corapany to reach a settlement despite their obvious 
co@ncm interests as s-t,1.ppl1rer and marketer. 

The h0art of the di$pute lies t~ the relationship of The Anglo~ 
Iranian Oil Company and its predec~s~ors with the I~anian Government over 
the past forty years. The Iranian Government ~ccuses the Company of having 

>f violat~d qoncession terms, unjustly enrich~ its elf, anr.l int~rf ered in the 
internal affairs of the country to suit its purpose~. The Company's 
colonial attitude in its relation~ i.rr,i.tn the Iranian Government and people, 
its d~liberate efforts to evade or redvce its royalty payments, and its 
policy to i gnore the feelings of the people and the interest o~ the country 
from which its vast profits have be~n 1erived, have left an indelible 
imprint on t he Iranian mind. It has destroyed their Gonf,idence in the AIOC 
as -a Gornrnercial organization which can be relied upon to perform .its 
obligations i n good faith. Indeed~ it ha s destroyed their confidence in any 
plan by wh~ch a foretgn company woul d control t he lr@ian Oil inc.lustry. 

Under these circumstances Iranians are firrnly convinced that the 
nationalization of the oil industry i s the only practiGal policy. They are 
in po mood to co:nprQlnise the principle of nationalizatior+. Any scheme for 
tµe resumption of Iranian exports which implies control of the oil 
inqt1.stry by a foreign operating company is considered contrary to the 
philosophy underlying nationalization anq will con$equently be rejected, no 
matter how ~ttr active the rin~cial term~ may ben The only type of rlan 
~oceptable is ope by which oil is produced anr.l reftned vrith the assistance 
of foreigTT technicians and is sold by Iran at seaboard to wouid-be 
purchasers. 

Proposals to settle t he dispute which f ail to give f~ll recognition 
·to thi-s irrevocable national policy art:; doom$d to failur~. Uhether th~ 
Sto¥es and otn~r pfoposais provided r easonable bases for the settlement 
of the dispute ~an be judged onl y tn the light o~ this nation~i policy ~nd 
of all facts, both historical and current, which br ought that policy into 
being. 

II. THE D1iUWY CONCESSION AND I TS KiJECUTION y' 

A. The D1hrcy Concession 

The original concession granted in 1901 to 1 illiam Knox D t Arey, a 
British subj ~ct, i ncl~ded an area of about h00,000 square miles, or all of 
Iran ~cept t he five northern provi nces. Under t his concession D' Arcy 

I:_/ Apnendix A 
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obtained exclusive rights to the exploration, production and refining of 
petroleum for sixty years, as well as exclusive rights to lay pipelines 
within the area of the concession. In return, the concessionaire agreed 
to make a cash paYlllent of .. ·,100 ,ouu and to i$SUe to Iran paid"""up shares 
represent~ng a 10;~·: ovmership of ~he "first Bxploitation Company".. In adcjition, 
the concessionaire agreed to pay Iran a royalty of 16% of t~e profits,. At the 
end of the cQnGession, all the assets of the company, both in lran and abroad, 
were to be vested in the Iranian Government. Lands granted by the Government 
or acquired by the Company, in addition to oil products exported, w~re to be 
free of all imposts and truces. All materi~ls and apparatus needed for 
exploration and development and for construction of a pipeline were to be 
imported free of aj..l taxes and custom duties~ 

The terms of the agree~~nt ~~ if carried out in good faith by the 
concessionaire 1"'.- were very favorable, and in !act no better terms have since 
been offerecl to lra.n. The concession provid~d an arrangement by which D' Arcy 
could build up an oil industry in return for giving Iran a 107; ownership and 
l6;u of the profits, or a claim appro;~imat+ng one quarter of total ear?')ings. 
Over a sixty-year p~riod, ·.the concessionaire would have enjoyed about 75;ri of 
the profits~ +n 1961 Iran would have obtained ovmership and control of the 
Company's propertieey, both in Iran qnd elsewhere. In 1950 these properties 
amounted to over one oillion doll~rs on the basis of original cost and stoo~ 
in the Company's books at about _,.,LiOO million after depreciation and ·write-offs. 

The concession terms did not exempt the Compa,ny from payment of Iranian 
income truces. Such taxes first imposed in 193l at low levels were gradually 
tncr~ased to 50~ in 1942. 

B. Formation of the Anglo-Pers:i,.an Oil Company 

During the first few years, oil 'vras found only in relatively small 
fields and far from $eaboar<i. rinally, in 19081 a ~j,.cb strike was ma<ie about 
a hundred miles from the fersi~ Gulf. 

Iranian$ beli~ve that ~bout that ti~e D'Arcy's succes$OfS took the 
view that the terms of th~ concession were far too liberal to Iran, The 
London Economist termed the D'l\.+cy concession "a nzj.ve docwnent in ligh.t of 
the place 'Iranian oil was to take in the world market", In l909 the 
concessionaire set up a new company with the p~ticipation of the Burma Oil 
Company~ The new company ~- the imglo.Persian Oil Company (later Angl~ 
Iranian Oil Company) -- was established vvi th a capital of .p5 million. The 
concessionaire tran$ferred the prod~ction, refining, and marketing right9 
from the First Ex

7
P,loitation Company to t he new company in consideration of 

a token royalty .l: Ira,n suqdenly :found that she 4o longer p~d a 10~·-· interest 
in the operating conce~n, b~t only a 10% interest in the royalties received 
by the f'irst LXploitat:Lon Company from the A.nglo-Pers~a,n Oil Company (APOC). 

~/ In l950 the First Z~loitatiQn Compa,ny received fr~m the Anglo~Iranian 
Oil Company .. l,596,000 and gave Ira.11 lOX- thereof,, i •. e., _:l,59 ,600. 
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Furtherme>re , . royal ties paid by APOC to the t"irst ixploi tation Company were 
charged off as costs and thereby re1uced profits on which r~yalties of l6% 
were due. _.. This dual company device was the first step in viater:Lng down what 
was considered an overly generous agreement • . 

c.. The Bri ti~h Gov·errunent Becomes The Major Shareholder 

m .. thin a year or two, the size of the oil reserves had been well 
establishe~ ~~d APOC was ready for major expansion •. 

After the establishment of the Iranian Constitution in l906, -the 
concessioriaire1 s dealings 1;i(ith Iran had taken on a different · character~ It 
could no ],.onger deal solely with the Shah and his immediate advisors. Now· 
it had to reckon with the iranian Parliament and with public opinion. 

The · commencement o! active operations and the construction of the 
pipeline and refinery had involved numerous problems on local le ... vels, for 
the solution of which the Company dealt directly with the iocal chiefs and 
authorities. To win support of these locai chiefs, the Company engaged in a 
$ystem~tic program of e~couraging their ins~bordination and supporting them 
against the central government under a poiicy of divide and rule. 

The desire of the APOC to consolidate and perpetuate its political 
position vis~a-vis the Iranian Parliament and public opinion, coincided 
with the decision of the British Admiralty to substitute oil for coal as 
fuel in all its vessels. As a result of th~s double coincidence shortly 
before tpe outbrea~ of 1for),.d War l, the Br~tish Government, by investing 
:.1,10 million in the .A,fOC, aqquired twq million shapes and consequeptly 
cont:rol of the company, which it has ma;intained ev~r since. Additional 
investments by former $hareholders, together with ann~al paYnients by the 
British Government on the shares issued to it ip 1914, resulted tn a sub­
stantial increase in APOC ' s capi tai. By the end of the F'ir~t 1Jorld Har 
appro:x~matel:r .25 m:Ulton worth of shares ha,d be'?n paid up, and the Comp~n,v 
raised its capttal by authorizing a total qapital issue of }100 million • .Y 
Simultaneously wi.~h tne snares issued to the government the Br~tish 
Admiralty ente:;recl into a thi,rty-ye~ contract with the Comp~ny, which 
according t~ the Press gave tne British Navyt · 

" ••• an automat:i,c reduct'ion in price down to an agreed 
minimum, to the equivalent of 2$?; of any profits ea:;rned 
by APOC in excess of the amo~nt req4ired to pay the 
preference dividend and a dividend of 10~ per annum upon 
the ordinary shares." 

1f A.t present th'e capital · 'of the Company is' ~3?,600,000; issued" ~32,8LJ, 752 
in ~7,232.,838 eight per cent, cumulative first preference stock, 
~5,473,-4l;.4 nine per cent cumulative secoml preference stocl<, ~20,137 ,SOO 
ordinary stock, all in ~l units. ~11,250,000 ordinary and ~1000 f':j.rst 
preference stock nelq by the British Government . Thus although the 
Br~tis!l Oove:rnment poidipgs of stock amounts to only 3Z,4% ot the value 
of th~ tot~l shares, .. it commands 52.6;~ of . total votes • . 
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As a result of this contract, the cost of oil to the British lfavy 
during the past forty years may be estimated to have ranged between 30 and 
40 U.S. cents per barrel as against market prices fluctuating between 90 
u.s tt cents and ;r2~43 per barrel. - In 1923 the British Government•9 ovme:r­
ship of a majority interest in aP0C was attacked in the British Parliament 
as being socialistic. In reply, i ·ir .• F!inston Churchill declared that as a 
result of its oil-at-about cost feature, -this contract saved the Admiralty 
: ,40 mill;Lon during the first 1.Yorld Y:ar. Savings to the Admiralty represent, 
necessarily, an equal reductton in the pro.fits of the Company in which Iran 
had a 16,'0 shc).re. Cons~quently, Iran suffered q. los,s of . .iJ6 million in 
royalties. ~stimating ~drniralty consumption at an averag~ of 15 million 
barrels a year~ the contract probably saved the British Government as much 
as ·:~.500 million during the past forty years or about fifteen percent more 
than the total amount received by the Iranian Government. 

Iranians have always insisted that neither the investment by the 
Bri ti$~ Government of ,,10 millicn nor the cheap contract v4 th the .Admiralty 
was commercially necessary. Th,e Company could ~asily have raised as much 
capital as it required from private investor$ both in England and aoroaq. 
As early as 1917 preference shares commanded a premium which became 
increasingly greater. By 1923 share premiums alone had supplied nearly ·:,18 
million of capital~ TI11iie the British Government's tnitial ~ubscription o;f 
,,t110 nti.llion v·ras made in 1914, only slightly more than :,5 million had actually 
been paid in by 1917. By this same date, 1vrite-offs and reserves otit of 
current revenues exceedeq •.) million. The contract vtlth the Admiralty was not 
profitable to the Company.. Indeed, but for t he strengthened bargaining 
position resulting from having the British Government as a majority ·stock­
holder an~ active pqrticipant, the contract was not economic rationale, 

D. SystematiG Violation of the D' Arcy Concession 

Jran res~nted t he control of the Company by the British Government 
out at that time was unable to utter even a feeble protest, The Iranian 
QoYermnent wa$, su,bjeicted to tremendous pressure from both ~ne Brit:Lsh and 
Tsarist Governments, as describec:l oy ·i.-.; • .i:.Iorgan Schuster, the American 
financial a,dviser, ~n bis pook "The Striangling of Iran". 

Further evidence can be founc:i in British official publications. 
The following quotation~ from Vincent Sheean' s "'rh~ \Iew Persia" (1927), pages 
l62~17$, ~re also illuminating: 

"No c.hapter in t he hist1::cy of British diplomacy would 
supply a b~tter theme for an Anglophobe than the story of 
the relations of th~ British ~mpire witn Persia,_ Almost 
every action of the Brittsh Government with respect to 
Persia since the beginning of the nineteenth century can 
be interpreted as t he result of aggres$iV~ or acquisitive 
ambitions. Especially is this so in tne present century, 
when th~ progress of British influence in Persia has very 
often appeared to strike at the independence of that un­
fortunate nation".,, 
' I 
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"And although British trade in the gulf goes back 
to the eighteenth century, and British special privilege 
dates from earlier still, it was not until 1901 that the 
concession was granted v1hich was to result (1908) in :the 
formation of the Anglo-Persian Oil Company for the exploi­
tation of th~ petroleum fields of Khuzistan. British 
adventurers had long been in commercial control of the 
Tiohamm~rah and Bushire districts, and the Anglo-Persian 
concessions made of that control a true 1·economic hegemony'." .................. 

"So long as the British Government Gatties the rnajor:j.ty 
of the shareholders' votes, it :j.s apparent that the Anglo,,. 
Persian Oil Comc1a'ny is to a large extent, unde:r political · 
control~" 

"Persia was f~lled with British agent~, and bribery was 
the accepted means of per$uasion, The expenses of the 
British establishment in Teheran were enormous, and British 
agents quite openly ·vmrke<i iP elections, in Parliament, and 
in every politiqal activity. This f orm of action was defined 
as 'fighting with the ene~y 1 s we~pons•~ The British legatiop 
at Teheran is vecy 18.rge (larger th~n $ome embassies in Europe), 
and the British b~stness men and traders throughout the country 
m~y be considered, in a sense, ' agents'." 

The British Government had barely got into tne pict~re before the 
Company began exerting pressu~e to ar,1enq the O' Arcy conces9ton. Jt$ ftrst 
move was to wi tphold pq.Jnnents of royal ties to :i;ran. Thi$ was done on the 
grounds that a neighboriQg government had in9ited the ~abotage of the pipe. 
lines. Although the actual dam~ge did not exceed · 100,00P, tpe Company 
used this as a pretext to withhold royalty payments for 5 yeQl's and even 
olaimed s.ome ,,2 im.llioq in compensat i on. Artic:J_e 14 of the Concession 
provided that Iran was only obligated to protect t h~ property of the 
company and the lives 9f its employees, out was not liable !or any loss or 
damage caused by acts beyond its control, Another reason given for wtth­
hQlding payments was that the Company had to pay a 3;; royalty to the owners 
o+ th~ iand on which the wells had been drtlled. Article 3 of the Concession 
provided tpat the concessionaire was to recompense ::j.andovme:rs for private 
lands taken for this purpose. 

The Company also frustrat~d. Iran's efforts to inspect its accounts 
although tni~ was c~+led for in the Concession, Nor was the Iranian 
Government alone ip lacking adequate i nformation to safegu.ard its interest . 
Commenting on the publish~d finan~ial reports whicp lumped toget~er the 
investments and advances to suosjtdia;ries, tp.e London .Economist insisted upon 
the right of the l3ritish people to adequate knowledge bf . the" Corr1pany' ~ 
ope:rations; 

"The public which is interested thro\lgh the Government'q holding 
has the right to protest agai~st the cloaking of these important 
financial operation$ by one single 1+11intel ligible item in the 
parer+t company's ba~an,c~ sheet ... " 



I' 

- 0 -

Since the Company was diverting an abnormally large share of profits 
into various reserves used to finance its phenomenal expansion abroad, Iran's 
concern was obvious. ·ed by an increasing stream of profits, these reserve 
aqcounts contj_nued to ~row rapidly. The extent to wnich the Company was 
built up out of ·profits from Iran:i.an oil was bluntly stated in the annual 
report of the et.~i:nnan of the Board for 19 24: 

"Since we first became a revenue producing concession in l914, • 
we have p:rovideci out of earnings no les~ than fil9_,000,000 for 
expenditures ot" a capital natux,e •••• " 

Fow years earlier, the Chairman decla+'ed: 

"'.iTe have surplus assets a,t the end of the i ast financial year ( 1919) 
amounting to near+y ~6,000,000. These are 1 of course , being drawn 
upon fro1;i time to time by th,e capital outlay., .but on the o.ther hand 
this i$ being rnet, to a substantlal extent, by purplus (current) 
revenue" . 

Prof~t s were also siphoned into subsidiary companies, The combined 
effect of these practices, Iran concluded, wa~ to evacie or minimize royi.llty 
payments and use the funds so withheld for the expansion of the Company. 
Refusal of the Company to make f'Ull disc.iosu,r~ of its earnings , and the fact 
tnat its published accounts obviou$ly snowed only a fraction of the real 
profits, created an intense distrust of the Company and its accounting 
m~thods. 

s. Political Control Over Iran 

The Iranians assert that from the ver1J outset the Compa,ny, with the 
aid of British Government Qf{iciGl.ls stationed in Iran, est~blished itself as 
an independent power in the te~ritorie~ surrounding ~ts conces$ion. Reference 
has 2.lread.y b~en made, to the Compc;1.r1y' s policy of estc;ibl;ishing political 
relations vrj_th the tribal chiefs in these areas. To cite an -example, A.POC 
created a,.s a subsidiary the I?ald1tiari Oil Company for the purpose of i.ss-uing 
free stock to the chiefs of the Bakhtiari tribe. In addition, the feudal 
She.;ikh of Uoharn:mer-ah was encouraged to dj_sregaTd the Irani.an Government and 
to establish an autonomous Sheikhdom in Khuzestan and so to bring the oil~ 
bearing territories under British suz~ra:Lnty and control • . • The Iranians 
cit~ the ;folJ.mting pass~ge from "The Pageant o;f :Persian by H. Filmer:'"" 

"Considerq.tion would. appear to have been given 
for a time by the Brit~sh Autporities to the 
safeguarding of its interests ~n the south under 
an independent south~rn Pers:i,a confederatton." 

The. lranian Goyernment has also published the text of a letter ;from the 
British Re$ident and Consul Oene:pal to Sheikh Kh.az~ of Moharnruer~ guaran­
teeing him protection against the c~ntral Iranian Government • . Iran was 
convinced that the Company patte1'ned its policies after those of the British 
East India Company. 
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Throughout its history the Company directed, if not dictated,. 
the policy of the British Government in its relations with Iran. Fei.llJ' 
Iral"lian officials or :i.ndividuals would risk t he displeasur e of the Company, 
and those who dared to do so vr~re liable to disgrace or dismissal, and 
the Company fos t ered the belief in its omnipotence in order to strength.en 
its influence and domination. 

These political activities destroyed the confidence of the Iranian 
people in the good-faith of the Company and engendered an ever-growing 
conviction that it was carrJing out with impunity a policy of colonial 
exploitation with the .full support of the British Gover-nment. 

This conviction e,xplains t h e present uncompromising i nsistenc;e of Iran 
to control its oil industry and to reject any proposal involving t he revival 
of British influenc~. 

F'. The Armitaga-Smith a greement 

Despite cut-rate fuel oil supplied to t he Admi;talty and profits 
siphoned off into subsidiaries, t he Cor:1.pany accounts disclQse si~able 
profits, a.s the f'ollo-v-d.ng statements of its Board Chairman, Sir Charles 
Greenw~y, show: 

1) -{.! e have surplus a$sets at end of ~·-, arch 31, 1919, of 
nearly ~6 milliop ( JO mi l lion). 

2) mri ng the f~scal year s 1921-1923, APOC spent for capital 
installations ~32 mill ion ( :160 million) of whiqh -
~ l2 million ( 60 milli on ) was paid in capital -
b 12 milJ-ion ( ,60 mi.llion) :reprGsenting earnings and 
~ 8 million (40 million ) representing cash in hand .. 

3) Between fisc al year s 1914-1923, Company made capital 
expen<iitures of f, 19 mill ion ( ,85 million) out of 
earnings and paid ~ 9,Soo,ooo ( .. >L.7 ,S00 , 0CJ0) in dividends 
and interest. , 

])espite t nese large proflts, the Company paid no royalties to t he Iranian 
Government until 1921. 

In 1920, jJr. Armitac~- Smi th, a British f:i,nancial expert employe<i 
by Iran, was sent to London ·to sett le t he question of outstanding royalties, 
He is reported to have expr es sed disgust and shame at the evasion of 
obligations and such conduct by a Brit ish Company, and after some q.iscussion 
a settlement in the neighborhood of ;.>5 million was reached on :past · 
royalties . This was the f i:rst royalty payment received, Thi.s sum in 
comparison with t he savings of the Admiralty, truc~s paid to the United 
Kingdom and profits distributed or r eiqvested, does not constitute more 
than Ji of the Cqrnpany 1 s profitso Iran, und~r its conce~sion, wa~ entitled 
to 161, of profits and tbus t he "settlement" was grossly i nad,equate apd 
consequently was never riatified by Iran. 



• 

- 8 -

.. r. ArITlita ·:e-~mith also reached an agreement VQ.th the Company on the 
manner in which the net profits, on which the royalty of 16% was payable, 
was to be ascertained. This agr~ement specified that net profits ·would be 
determined prior to British income tax and would include the profits of all 
the Conipany1 s operations in Iran and abroad. The single excention -was profits 
arising from the transportation of oil by sh;i.p. This exception was a 
particularly sore point with Iranians who argued that the tanker fleet was 
built out of oil profits on which the Iranian Government had net received its 
share of royalty and would now be deprived of its share of the tanker profits. 

In addition, this exception provided a ready means for ~kimming off 
profits through excessive transportation charges. It is of intere$t to note 
that the British Tanker Company -- the wholly ovme<l fleet-arm of At'OC -- had 
earned so much profit during the first ~iorld ~iar that in l9l8 it purchased 
•··8.6 million of APOCls debentu:res. .t~t the same tim~ the Company's investments 
in and advances to its subsidiari~s increased b"y -:?24 millions. Debenture 
interest is, of course, a cha.rge against · profits. 

G. . APOC Insures I-ts ~-,J.onopoly in Iran 
\ l ( . I.I i 

After the First lTorld War, the Company extended its control over the 
Id.ddle .Sast Oil ar.eas former~y under the Ottoman Lmpire,- In conjunction 
with the Shell · inter~st·s it obtained the pre-war concessions held by Germans 
~nd formed the Iraq Petroleum Oil Comp~ny. In ord~r that no outsider would 
get a toe-hold in Iran., APOC acquired an ex-Russian's title to a spurious 
claim to a concession in the north and endeavored to pressure Iran into 
recognizing its v~lidity• 

In 1922 the .Standard Oil of New Jers~y and the Sinclair Comnany 
applied for concessions in Northern Iran, but the h'POC --- reinfor¢ed by its 
majority stockholder~~ claimed Iran as its ~pecial preserve. The American 
Oil Companies suddenly lost interest in Iran. The next dev-elopment -vras that, 
on the insistenqe of Secretary of State Charle~ ~~vans Hughes, the Standard 
Group was gtven a ?J.75% interest in the Iraq Petroleum Company. In 1938 
othe:r attempts by 1im~rican a,nd other oil inte:rests; such as the Amiranian and 
Inland Companies, came to ~aught. These compa.pies were kept out of Iran 
becau$e APOC wished to assure that its practices could not be compared with 
those of more liberally-directed companies and thus threaten its monopoly 
position~ 

Betwe~n the two worid wars foreign pressure on Iran eased, and, by 
exiling t~e Sheikh to Teheran1 the ~raniap Governrp.ent was ab~e to r~establish 
its authority over the oil~bearing territories. A s i:l- con~equence,. the overt 
political activities of tl1e Company dilriinished. 
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H. Early Attempts to Revise The LJ 1Arcy Concessioq 

rntie the negotiations regarding: overdue royalties and the method 
of arrivipg at profits were going on in 1$'201 the Company approached ;-.:r •. 
Armitage-Smith with a proposal to ch~nge the basis ot the royalty payment 
from 16, .. of the profits to a flat rate on tonnage exported~·· .£1fter consulting 
experts, 4';+• Arrnitage~Smith advised the Iranian Government against such a 
change. 

The Com!1any nevertheless contipued to inake similar' pr·oposals from time 
to time. ln making these appro~ehes, it had two aims:-

1) To eliminate the o·oligation of giving Iran access to its 
books and ;records and thus to in®re the secrecy of t ts 
real profits; and 

2) To ~ecure an exten$ion of the p~riod of its cc;mces9ion wh,ich 
by this time had run almost half its cour$e, 

A qoncl"ete proposal along these lines was embodied in the so-called 
Three Star 1\greement submitte<'l by the Company in l929 41 This proposed 
agreement included a provision that the I ranian Government would b~ given 
the .opportunity to acquire up to 25% of tne stock of the Company. It also 
provided for an extension of the conqession by an additional thirty years~ 
l'he Three Sta.:r proposal received no conside;ration from the Iranian Government 
because of distrust of the Comnany's accounting practices and because of its 
provision for the extension of the concession to 1989. 

I. Annulment of the D'Arcy Conce~ston 

In 1930 the first income t~x law w~s enacted in Iran. The Company at 
first flatly refused to pay and c]a imed tha,t :\,t was exempt · from such a tax., 
fhe Company's refusal was not j~stifiable inasmuch as Article 7 of the 
•:::ancession q~y exe!°npted th.e con<;:essionaire from land tax,. export taxes and 
import dutie$. It could not have spectfied e4emption against income taxes 
beqause po SUyh. tax then e:xi~ted. Final~y, in l931, the Company admitted 
liabil:i,ty and offered. to pay 41& of its pro.Hts, but thi$ offer-'.:was tied up 
with oth~r outstanding issues which could not be rea<iily resolved. 

Be~i4es refus~ng to pay income truces,. the Company used the 19 29 cr1s1~ 
as justification to show a fifty percen~ reduction in its net profits~ 
Con~equently a roy<flty payment of only i;.i65$,_.000 wa-s. made for 1931. The 
low profit figur~s were ne:j_th~r j'ustif;:\.ed by the volume of proq.uction.,, wtiich 
declined only by 4,o compc;1.red with the preceding year, nor by any considerable 
drop in oil prices.. turthei:-more,, in the following three years from 193.2 to 
1935 -"· the depth of the depression -:-- the Company paid r.oy~lti.es averaging 
:,:10 millior+, a11cl yet managed to snow av~;rage annual pro;fi ~s a.fter royal ties 
of :r,,20 million. Consequently,. the . J:r~p.ians believe tru;it th~ ;L.931 .financial 
statement was cl.~liberately manipulated as part of a plan to precipitate 
a c:risis, 

The Iranian Government was natu~ally g;reatly concerned about the 
heavy reduction Qf the 1931 royalties., At this juncture the Company adopted 
an attitude oi· sweet. rea$onablenes~. a.nr.l q~?,itp,ed, that the .f.ai lt lay with the 
terms of the D'A:r;cy Conqession whtch made payments to Iran-d-ePe?ldEmt op profits~. 
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It suggested that this provision as wel-1 as other terms of the concession 
were not suited to the times and circumstances. It went so far as to say 
that the Iranian Government Wq.;=:, entitled to minimum annual royalty payments, 
irrespective of the Company's actual profits. Relying on the good faith of 
these representations, the Iranian Government reacted by annulling the 
_,.., tj_rcy Concession • . Jn retrospect, it vrould seem that the Company its~lf 
engineered the annulment for the reason that with its potential ta.J<; liability 
even the watered-dovm D' Arey concession was too favorable to Iran., 

J • . St~ge Set For New Concession 

r.11en the Iranian Government annulled the concession it expected on],.y a 
token protest from the British Government, followed by arbitration in Teheran, 
as provided for in the concession agreement. To its s~rprise, however, the 
British reaction was mast severe. It too~ the form of a Naval oemonstration 
led by the battleship Nelson in the Per~ian Gulf. It was followed with 
threats to occupy ttie oil·~tEWritories, to incite the southern tribes to 
revolt, and to eStc'.;1.blish ~ separate government. To ~dd legal veneer, the 
British Government petitioned the Court of Int~rnational Justice at The 
Hague and the Lec'.;1.gue of Nations at Geneva.. The stage was thus set for the 
negotiation of a new concession that would further water down the old 
D'Arcy Concession. 

The furor ratsed by the Briti$n ove~ the a.pn~lment of the D'~rcy 
Concession should have led APOC to insist on it$ reinstatement~ Jnstead, 
APOC accepted its ap:nulment and insisted on a new agreement~ 

II!. D'ARCY CONC..;SSION R£PLACED BY 
. "THE 19 33 . AGHEEr.iLNTff' 'l/' ,... 

A. Negot~ations For "The 1933 4greement". 
( . . . ti , I . \1 1 I I I · I , 

With this background, negotiations commenced with the following 
purported objectives; 

1) To incr~as e the r9y~ltie$ which ~P to th&t time had 
been nominaliy 16~ of the profits but ~ctually mu.Gh 
less because of dedu.ction$ for reserves; and to fix 
the amount of royalty in such a man~er as to avoiq 
dispute in arrivj_ng at the actual figure; 

2) To establish the principle that the Company was liable 
to income tax and to fix t he amount of such a ta~; 

3) To req.uce the area of the conc·ession; 

4) To reduce the price for the sale of o~l pro~ucts i~ Iran; and 

S) To settle the claims of the Iranian Government a6ainst the 
Company. 

"];_/ nppendix B 
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The Company proposed a. flat royalty rate per ton equivalent to 
14 cents per barr{l, on the ba.;1is of the current price· then r:uling in 
London • . At the then current v9-lue of about .,1S.OO p$r ton for C:rt1de Oil 
( about 70 cents per barrel), this was about 205~ of th~ gross value of the 
crude and tperefore ostensibly represented an increase of abo-ut S::; or 
f;1ore on t he previ ous r9ya:lty of 16,::, of the profits~ 

Thts in~r.eq$e, however, was more of an illusion that a1reality~-. 
It did not take into consideration the profits on refining and .distribµti on . 
which were subject to royalty uncler the D'Arcy Conce$sion • . 1·:nen the 
Iranians objecten that the price of crude oil might rise in the future --
the <iepress~on w:;1s then at its depth -- the Company refused ,to adj.ust 
royalties based on price changes. Instead, it offered an arrangement under 
which Iran woulr.l receive ctn adr~i tional royalty equal to 20 ~ercent of the 
amount of r~vidends declared by the Cornpany in e?(oess of J,356,250 per annum. 

On the 1~1atter of Iranian income taxes, APOC had already cid"ni tted its 
liability. To sidest~p :Lts i mpact, the Company proposed . in l;i.eu of income 
taxes to make annual payments at fixed rates over the next thirty years. 
1' or the first fifteen years, pa;y-ments would be determined at t he rate of 
about 2-5/8 cents per barrel on the first six million tons and 1-314 cents 
per barrel on any tonnage in excess of six millions. for the succeedi!}g 
fitteen year period, · the rate would b~ inq:reased to .3-l/2 .and 2~5/6 cents 
per barrel respectively •. These rates were to be frozen des pite what might 
happen to pr~ce levels or oompany profits ove:r the neJ<..-t thirty years! . · 

The area of the conQession was requced and the -Company gave up its 
exclusive right$ to lay pipelines t:> 100,000 sqµar~ miles~ D~spite tllis 
shrinkage in area, the concess~onareq which sti.11 yielcled the ·Company a 
monopoly over q.ll the proved reserve$, was fa;r too grea~ to be compatibie 
with modern conditions. · 

The proposed agre~ment included a provis+.on to liquidate all claimQ 
of the Iranian Governrnent un4er the D'Arcy concession. R~ference has already 
bee:µ ID?-de to the 10,-, stock interest provided fo:r in that agreement. On the 
basis of this lO;j ownership interest Iran had q. claim to ope-tentn of the 
Company ass.ets. This cla~m was settled for )5 ,coo ,ooo. Actually, tne 
financial statements of the Company snowed asset~ of a ·book value of 
~ 46 mil:J..ion ( .;,230 million) with a real value in excess of .;•500 million. 
Thus Iran received not 10~~ but 17~ for its stock ovmers;t-iip. For giving up 
its right to other claims, Iran received no consideration~ Similarly, Iran 
:received no consideration for giving up the right, unqE;!r tne Dt.:\rcy l1greemE'nt 
to have all oi,' the assets ~n the Corapany ,- both in Iran and abroad, turned · 
over to her without financial obligation in 196lr The terrr4nati~n of the 
D1Aroy Agreement was then only t wenty~~ight years away~ 

APOC prow~sed to insure the tra~nir+g and employment of Iranians in 
the teqhnical positions of the Company1 This was intended to meet the 
objections raised by Iranians that under the D' Arey 1\gre~ment, the Company 
employed Iranians only for the unskil-lErl jobs. 
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.. a.s regards the selling price for oil products in Iran, the Company 
agreed to a reduction of only 105,., off prices established in · Roumania or t>~ 
1:iexn:can:.Gulf. 

After evaluating the terms offered by APOC, the Iranian negotiators 
countered with the following objections: 

1) i;Jin:i,.nrum payments were too low to be of consequence; 

2) The fixed ton rate would not produce higher royalty 
payments than the 16~~ profit royalty based on the 
current price of .. ,5 a ton. Furthermore Iran could 

·not benefit from any price rises; 

3) Payments in lieu of income taxes were too low- and fixed for 
thirty years, permitting no increase which would be justified 
if prices increased and the Company pr·ofi ts were imp:r.oved; 

4) Reducing the area of the concession was of no benefit to Iran. 
Tbe areq. given up had been fully explored and wa~ considereq, 
commercially unproductive; 

5) The discount of 10~ for oi~ consume~ in lran was d~sqriminatory 
in comparison with the Adnrira:Lty contract; 

6) The gold clause wa$ chiefly an j,.llusion in that it did nc;>t 
provide for paym~nt in gold -r or ev~n assure convertibility; 

T) The agreement was loosely draJted in order to afford the Company 
the means of engaging in self..-senring interpretations; 

8) The exemption of the Company from import duties was unjustified 
an4 d+scriminatory to local industries which had no $imilar 
exemption. The Company exemption from royalty on otner minerals 
for use in its operations was similarly disc;riminatory; 

9) The Company's exemption from quota regulations in regard to its 
imports for the consumption of its foreign employees was also 
discriminatory and prevented the development of local industrtes 
to s~pply such needs; · 

10) Hoyalty was payable on oil soid or exported whereas it should 
have been payable on actual production; 

11) The Government was not given access to the Gompany's a~counts; 

12) Tl+e change :i,.n the arbitration clc:1.use was disadvantageou~., beca-us~ 
it g\,tl."I;,t.mteed the Ccr4pany a status q-uo position in every · case until 
the elaborate, time-consuming process of arbitration should 
decide othervtlse; and 

13) No san~tions were provided against the Company in case of failure 
to comply with its obligations. 
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The Iranians were comtinced that under the proposed ter~ns, the Company 
had ·not increased royalty payments as claimed. Rather, baseq on prices and 
benefits then current, Iran's position was about the same but .-with the likely 
prosp~ct tha~ in the -future p~yments ~nder the new terms would be far less 
than royalties under the D'Arcy Concession. Two isolated terms proposed 
were improvements on tne D14rcy Concession: One1 the obligation to train and 
to employ Iranians for technical jobs heretofore reserved fer foreigners; the 
other, the Company' s promise to: '' ••• employ all means, customary and proper, 
to ensur~ ec;onomy in and, good returns :fro"i1 its operatiQns; to preserve the 
deposits of ·p~troleum and to exploit the conce$Sion by methods in accordance 
:with the latest scientifiQ progress". 

In v.r~ighing the benefits and c:l.isadv~ntages o! the proposed terms, the 
Iranian negotiators were struck by having to give up: 

l) Iran I s 10~o ovmership interest in the CompflnY fo.r 
one-tenth of its valu~; 

2) The right to pave the Company's property vest· in Iran 
in l9hl; and 

J) 'rhe right to levy income taxes for a p~rioq. of thirty years. 

All factors considered, th~ new ter ms ap ··:ear,ed patently less favorable 
to Iran than those of the D' Arey Concess;i.on, consequently the Iranian ne·gotia-

,.:tors demurred ·a.c<;~ptance~'! A last minute dema,nd on the part of t4e Company 
for an extension of .the period by thirty years to 1991 caused the negotiations 
to break. down comple;tely. 

B. Iran Claims ~'The 1933 k :.~eement!' Signed Unq.er Dures~ 
' ,, 

J;, .?ter the negotiations broke down the political and !1Ulitary facilities 
of t4e British Government were marshalled to brea~ the commercial 9talemate 
and force Iran to accept the Company's te rms. The powerful force of the 
Bri ti.sh r\,oyal Navy already in the Persian Gulf began to show signs of 
preparing for the oc~upation of Southern Iran. In addition, the· British 
threatened to set up a puppet sheikhdom over the oil-bearing area. This 
had a terror~zing effect on the Iranian people. The dangers to Iran's 

-political security were so imminent that ttie Shah intervened and ordered 
the negotiato~s to accept the Company's terms. An agreement was signed and 
promptly ratified by the M~jles without discussion. 

Thus, the 19 .33 Agreement-· achi evecl the -long nourished . aims of the 
control l ing group of the Company, out it left .the Iranians embittered arrl 
convinced that th:Lq was not a commereial arrangement with the Company but a 
surrender to the superior political and military power of Britain, The 
extension of the franchise was particularly resented. 

In a speech to the Iranian I-Ia.Hes in i9$0, Representative Tagizad$p, 
then liiinistcr of l inance and now ?resident of the Seriate, summec:l. up the 
events which led to the signatu1"e of the 1933 Conces$ion in the following 
words: 
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' 11 .. -e were a few helpless men without authority wp.o did 
not agree with it and we were exceedingly sorrowful that it 
had to hap9en •. I must say that l had nothing to do with this 
matter except that my signature was appended to that Agreement 
but whether that signature was mine or someone else's it vmuld 
not nave nade the slightest difference. ··11at happened would have 
happened in any case.. Personally I did not approve the agreement 
nor e.1 id the others who participated in th~ · negotiations .n . 

Eighteen years later, this event stood out prominently in the minds 
of Iranians. ro one can persuade them that the 1933 agreement was valid, 
The Iranians consider the 1933 agreement void ab initio, the Com~any having 
engineered the cancellation of the D' Arcy Concession and having secured the 
signature of the 19 33 H.greement under duress of the mili tar'/ and politic al .. 
power of the British Government. Comparison of t he terms of the two 
agreements and t he obvious manipulation by the Company of its 1931 financial 
statement conclusively prove tnat the alleged.: 1933 agreement was economically 
unsound and to the di~advantage of Iran. 

They also cite the following quotation from "A Short history of the 
.1mglo·•dra.-ru~ CompanJ" puolished by the Company :j.tself to show how 
satisfactory it w,;3.s to the Company to have the D'Arcy Conces$ion replaqed 
by the 1933 Agreement; 

(REPlAC~'IEN'r OI THE D1 .. ½.h cY COl~ C.SSSION BY ~1. ILVi AGREEHiNT in 1933) · 

"By degrees, tt c~ne to be felt both by th~ Compa."1.y and by the 
Iranian Government that t he original co~ es$ion granted to iva-. 
D'arcy in 1901 was not, in some respects, a $uitable instrument 
to govern circum$tances so di f ferent and so ~omplex as had 
devei9ped since then. In l 901-2 the concess~onaire was repr~ 
sented only by a few prospecto+$ and engineers, scattered, about 
in remote and u,ndeveloped c;3.rea,s, whicn in less than th~rty years 
n.ad qeveloped into a great h:Lgnl,y-o:rgani,.zed, inq:ustrial concern, 
employing by then some 301000 persons in Iran • . Negottatt0ns fnr 
the moderm.zation of the D'arcy concession were started accordingly 
and culminated i n t he spring of 1933, when a new concession was 
dravm up on terms agre~able to both parties . Briefly the period 
of the concession was extended to 1993; the concessionary zone was 
to be 1-inti.ted to 100,000 squar~ mi l es chosen by the Company within 
five years; t he annu.al royalty;vrhich h~d pr eviously been a per­
cent age of . tpe net prof its, as placed on a tonnage basis plus a 
participation in t he di stribu t ed profits on all the Com'9any•·s 
operati,ons in Iran and el sewhere; t he c01:11:any ' s opera tions were 
exempted from Iranian t axatioq in r 2t urn for certain ann~al 
payments per ton of oil ; and the Iranian Treasury was proteeted 
against Sterling depreciati on, . The Company's adoptton of the 
ancient na'Ue of Iran, i nstead of :Persia, in June 1., 35,, was 
symbolic of the new and cl oser identification of t h e interests of 
the two parties4'." 
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c. . Operatic;ms Un~er The 1933 -' i.greement 

In contr:1st to i.ts dissatisfaction with the DtArcy .A.greenent, the 
Company should have viewed the 1933 Agreement as highly favorable • . The 
new Agreement gav~ the Company every· possible inc~ntive to expand production, 
refining facilities, ocean trapsporta.tion, and .marketing facilities in 
con::.11ming countries·. Iran's only claim for payment under the agreement 
vra$ based on oil exported or sold; save for the: •right .to 20;~ of dividends 
paid to shareholders. 

The 19.33 ,1greement imposed on the. Gompany only two -obl:igations not 
present in the L>' Arcy ,;-~g:reement. .These were eli:nination of waste by 
employing the latest techniques of efficient operations and the training · 
and the employment of Iranians. HovJ'ever, the i mplemen.tation of these two 
obligations impo~~d no burden on the Gompany • . On the contrary, the Company, 
v\J'hose name was changed in 1935 to il.nglo-Iran;i.an Oil Company (A~1)C), had as 
much to gain .the lon6 r~n as lran by conserving the oil resources of the 
c.ountry and by employing Ir~nia.ns to the maxinn,un extent possible~. 

In 1 ts J,9 50 report the Company claims that the l9 J3 J4gr~ement . ca.used 
it to .. increase production and to invest cons;Lderable sum~ in Iran for the 
expansion of its refinery and other installations. 

The ~~p~nsion of production between J.933 and l939 r~flected a 40~;; 
increase from 7-111illion to lOmillion tons • . However, in an earlier seven 
years ~eriod from 1923 to +9~0, prod~ction increa~eq from J,000,000 tons to 
5 mill~-on tons, or an expansion rate of r+~arly 70%. After 191-r2 the 
requirenients of Allie,d forces it1 r.Tor;J.d War ll 9ausE;?d a furt,tier expansion 
and skyrocketed production up to 17 mill~on tons b.r 1945. .SimU.arly, in 
the po~t-war period of ·. the next !ive years, the reqt+irements for r,ehabilitatj.on, 
the replacement of war-d~stroyed refineries, and the repl~cement of Russian~ 
satellite oil, further .increased. production to 32 million tops, or almost 
100;.; in five y~ars. The incre9-~ed annual rate of 22 millton tons, or 200;; 
more than the last pre-w~r ye~r of 1939, could not have been foreseen in 
1933. Eoreover, it cannot be. c:1:,.aimed that this aciqitional market was 
created as a res-µlt of the Company's efforts inspired by the favorable 
terms of the 1933 Agreement • . 

It is therefore eviq.ent that the increased produc;:t:i,.on from 7 to 10 
million tons in the pre-war period was not due to the favorable te:rms of 
the 1933 agreement, but rather -to the nor-mai increased demaqd, • . . _There 
appears little doubt that the greate+ output since th~ oegi.~u.ng of the 
war wa~ not ipfluenceci by the +9.33 Ag!'eement but was the result of t,he 
war and tlw post-.Ymr :requirements. .6etvmen l_.11.ii and 19 .So the a<lded pro- .. 
duction cunQunted to 85 million tons. Thi$ additional quantity would have 
been produced had the D' Arcy concession beep preserved, but ~ran's share 
would h~ve been sever~l t;i.mes higher • . . 

OVer 18 ye~rs of operation un<i.er t i1e 19 33 Agr~ement, _prices for 
petroleu~ products increa,sed from ~00 to JOO. perc$nt, while costs tended 
to decline reflecting operations at t~e greater volume _and improvements 
tn the tecnni.ques of production and refining. _4s a result, .~IOC's 
prof~ts ~eached unprecedented heights • . 
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By 19.50 the Company's facilities were capable of transporting and 
marketing not only the 32 million tons produced in Iran, but also a 
substantial production in h.uweit, Quatar and Iraq • . It should be noted 
that this expansion was achieved with no additional investment of capital 
in the Company. 

Thanks to the policy of ploughing its profits into expansion,. the 
J-i.IOC today is tne largest Oil Co111pany outsid,.e the United States~ . In total 
world-·ir1tde production, refining, transportation and ma~keting ~t is a close 
secop,d tq the Standard Oil Coµ1pany of New Jersey, 

This positiop has been attained by the Company almost entir~ly from 
profits on its i~tegrat~d operations based on Irantan 01i.1/ 

D,, Viola,tions of "~he 19 33 i\.gre~ment" .claimed By Ira~ 

Despite its incredibly profitable operati0n$ the Company displayed 
an irresistible urge to minimize its obltgations in regard to royalty 
payments and other benefits required by this agreement, and,at every 
opportuntty, to enhance its profits at the expense of !ran~ 

1. · Divide~d Policy 

The Company's Directors pursued a conscious policy of limiting q.ividends 
notwithstandingthe f~ct that, according to its financial statements, profits 
before depreci~tion and taxes increased from ,2L million in 1933 to ·422 
million iq 19$0. It is to be noted tpat t hese statements do not include all 
profits because they exqlude 59 distributing subsidiaries and allied 
companies located outside the United l{ingdom. Over this period div;i.dends 
were i1wreased by . .,1.5 million o;(' .wh:i,ch I:ran' s shar e in any one year was less 
t~ap ,,rJ million. The conservative na,ture of the Company's dividend policy 
:i,.s indicated oy the distribution of the 19.50 profits which amounted to 
. .,.l.i22 lflillion; B:rtt;i.sh income taxes ~ }l42 mtllion, aliocations to :reserves 
and qa:rry for1/11J~rd • •?21) million, royal ties ti'4S million and total dividends -
·.:,20 million.l To repeat, these figures do not include the operations of the 
Company's ~ubsidiarie$, the profits of which are not published and are 
therefore unknovm. 

It is true that in 1950 the Company was under British law barred from 
paying dtvidends of hi,gher tpan JQ;~. fiowever, eve11, in 1947 when this law 
did npt apply, the Company paid very sma1i d~videnq~compared with its 
profits, as the f ollovrj_ng figures w~ll show; 

Total profits befor~ d~preciaticm and royalties; ·. ,200 million,. 
British Income T~es . i6l million 3/ 
Royalties to Iran 28.5 mitlio; 
Di,vid~n1 28,5 million 
Retained by Co~pany a~ 

Depreciation & Reserves 82 million 

~.~~~-~. ----....---~-·-,.----~~----.....,..........,.--_...,.._,,-.---- .,-,-. 
1/ Appen4ix; F 
2/ At ~~~·,80 to ll 
1/ At ·,:i4_,02 to fil 
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In view of these facts, it is clear that the Company did not act· in 
good faith in maintaining a dividend policy consistent with earnings and 
actually violated the intent of the 1933 Agreement. They point out that this 
arr~mgement for sharing dividends was offered by the Company in lieu .o! 
adjusting the fixed rate of royalties per ton. · This was intended as a means 
of sharing vrith Iran the increased profits whi.ch might result• from higher 
priqes ~. The Company circumvented the explicit purpose of this arrang~ment 
in order to reduce royalty payments to the lowest po·ssible level •.. 

2. ~Ta.steful Operation$ 
. 

Tne 1933 agreement provides for the payment of royalties and taxes 
on petroleum .sol~ and exported, instead of op production. This provision 
of the c;on.cession encou:raged ;~roe to waste large qua.n~i ties of petroleum 
under a well-known "mining policy"~ The oil fields yield over 150 rr.Hlion 
cubic feet of natural gas per day which is entirely wasted,. Tne ~orrison­
Knudsen report shows that a pipel\ne to 7 cities in Iran, including a 
distribution system, would not have cost more than -,?70 million and would 
have been profitable. ~~fforts to induce the. Company to carry out this 
proj~ct i:w~re fruitless, as it had no desire to increase its investment in 
Iran •. 

In the refinery itself nearly 7~'o qf crude prod-uction (about i ~3/4 
million tons apnualJ,y) is lost, whereas a great part of it co1,1ld be rec.ap­
tured as gase$ and used to fuel the refinery, •power plant, and other 
installations. Thi~ f:uel requirement is close to a million tons. This 
means that the Company preferr~c.l. to use additional quant~ties of petroleum 
r~ther than to engage in conservation which would involv~ capital expenditures 
~ ,.-:r installations. Under th.is pol~cy the Company had the oblj.gation to pay 
royalties on the l mill.ion tons used as fuel. H~n1reds of thousands of tpns 
were also reGycled on ·which no roy~lty was p~id _..,. in similar prq.ctices in 
Venez1.le1a royal ties are paid to the Government. 

3. Er1ployment of Foreigners 

As previously stated, under the 1933 Agre~ment the ~ritish undertook 
to train and employ Iranians in order that the Company'13 operations in lran 
would be staffed to the maxinn,un ext,ent vd th Iranian nationals. The Iranians 
claim that the Company has violated this provision of the agreement by not 
reducing the number of foreigners employed but by increasing them... For 
exa~ple, in l934 they report that the Company had 740 British employees as 
compared 1Nith 2,725 in 1950. In 1934 fo:reign .clerks anq mechaniqs, prin­
cipally Indians, numbered l,059, anQ by J950 this number had increased to 
l, 778. L\lring this same period. th~ numbe:r of .Iranian employees also 
increased from 7800 to .3:1-,975. The I ranians we;re particula~ly sensitive 
to what they rega,:rded as the British policy of ~eeping Iranians o~t of 
technical positions and saw no excuse ~oi, the employm~nt of foreign olerks 
and mechf3,n+cs ;in place of ava:i,lab).e Iranian p~rso11.:-iel._ . t~ p~rtial explanation 
given for the large number of British emp!oye$S a.fter · . .-orld ··:ar Il was th.e 
British practice of provic,ling si4ecure$ tor ex~military personnel. 

The J-tlOC ct tes exp~n~ion in proq.1,1Qtio11 from 7 million t,ons in 19 3.3 
to 32 million in JS 50 and a fi v~ tc;> s:µc fold tnerease ;in its lrani~n labor 
force as against the tour fo~d increase iµ the number of. British employees, 
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The Iranians qlaim that a large proportion of Iranian labor was employed 
on construction and contract work whicn had no relation ·whatsoever to the 
operations of nroduction and reiining. hirthermore, even if a four-fold 
rise in production justifie1 a $imilar increase in the number of technicians -
which is questionable - - this increase had been entirely reflected in Br~tish 
personnel. Consequently, :Lt is obvious that the Company had in no way 
carried o~t its obligation~to replace British technicians by Iranians •. 

The Company also di$criminated against the Iranian technical apd 
administrative staff in regard to salary, emoluments and promotions. 
Under these circurnstanGes many of the Iranian staff preferred employment 
elsewhere rather than be treated as inferiors in their own country. 

h. Living Conditions - 1.'!ages and Housing of Iranian Personnel, 
~ 

The Com?any was under :increasing attack by Iranian public opinion for 
its failure to provide Iranians with dece~t housing accommo~ations and a 
fair wage . This criticism was heightened by a visual comparison of favorable 
li viµg oondi tions and ameni t _ies provided British and other foreign employees 
with S\l.b-stapdard or total lack of acco~.modations for the Iranian workers. 
The Iranians point O\l.t that t wo large sattl~ments for Iranian workers are 
knovm as Chadorabad and ttasirabad me~ning "Tentland" and "L1atland" respec­
tively, and indicating that these settlements consist of canvas and mat 
snelters, 

The report of the Jnternatianal Labor Organization on labor conditions 
states: 

"4t the end of l91.i9 about 901~' of the salaried staff 
consi~ting almost entirely of British nationals had b9~n 
given acco:rniuodation in compan-J houses. On the other hand , 
out ot' 31.,875 wage earners, only 5,298 or 16.6 percent were 
in company houses. The great majority of th~ oil workers 
liye in the older overGrowded sections where more often than 
not an entire family, or thr~e or four bachelors occupy one 
room. hents are very high and an atte:npt made by the Govern-. 
ment to fix a ceiling on rents has utterly failed. finally, 
anoth~ group of workev9 l:ive in h1,1ts and, tents which the 
Company put up tn 1948 to a,ccorrunodate home:iess workers. In 
the oil fields the ~ituatj_on was somewhat better·; 62~510 of the 
Br:i,tisti ~aff were Biccommodateq in Company housing as agQ.im;it 
a l:i ttle ovar 35;~; of the I:r;a.niar1s ., . 

"Distressing as tn~se conrlitions are they are incomparably 
better than that of the cont;r-act labor employed wi th:Ln the 
Company's area -~f\Iho are excluded from a;tl the schemes which the 
company operates for its own wor-kers. This exclus.i0n is partic­
ularly serious in th~ fi~ld of health and services. Contract 
workers are not entitled to admission to t he only hospital in 
Abaclan, the company hospttal,fl 

The AIOC cl~ims that shortages of materials bad p~event~d it from 
provic:U.ng more housing.,. The Iranians,, i1owever, consid$r the a.lleged 
shortage of material only as an ex9use. They compare the conditions in 
Abadan with those in Saudi .:~rab;ia, , where, despite a total lack of loca,i 
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m9-terials and labor, llramco has managed to provide adequate housing, 
hosnitals 1 schools, and other social services for all its workers. 

Despite the exceedingly profitable operations of the Company, the 
wages and social benefits paid to Iranian labor were only one ... quarter the 
wages and social benefits received by comparable workers in Venezuela. 
The oil industry was established in Venezuela and Iran about the same time; 
nevertheless, the rate of increase in real wages in Vene~µela has by far 
exceeded that in Iran and consequently today Venezuelan labor enjoys a 
considerably higher stan<iard of living, while Iranian labor st.ill receives 
only a subsistence wage based on a low standard of living. Tne low wages 
in turn are to a great ext~nt responsible for the low cost of cru<ie which 
is only 5 cents per barrel in Iran against 70 cent? in Venezuela. The 
low production cost in Iran admittedly is chiefly (lue to the fact that all 
of I:ran1 s production is from eighty v1ells, each of which yields an average 
of 3 million barrels annua:µy. This however in itself is an additional 
justification f'or highei-- vvages and better labor condJ,.tions. 

The Company st~tes th~t its scale of wages and salat:i~s was higher 
tnan that of tndustrial concerns in other parts qf Iran. It mu~t be 
pointed out howeve.r that the climate of the oil fields and Apada.n, high 
cost of livtng condttions and the out of re$~denc$ character of its employ~ 
~ent forced the Company to offer a higher scale of vrages as an inducement 
in order to attract l~bor~ ~hough the Company's wage scale was htgher than 
that current in other cities :i,.n Iran, nevertheless, the fact remain$ that 
it was only a subsistence wage. 

IV. I:;XPLOITATION QI, IRANLtlN RS~·OufW:~s 
UNDER . COLONIAL POLICY- ~ 

A, Unjust Enrichment 

In looking b4tck over the forty years of e]\.J)loi tation to evaluate the 
equtty of profit-sharing arrangements between the concessionaires and Iran, 
it is necessary to rely almost entirely upon estimates to determine the 
profits~ having no acoe$s to the unpublished financial accounts of the 
concessionaireso These ~stimates are sho~m in the following two tables: 

1914/1924 
1925/1929 
1930/1935 
193611939 
1940/1945 
l946/1949 
1950 
l951 to June 

i.stimated ~arnings f;rom Ir9-nian Oil, FOB 
Pr9q,uci;.ion in A1ierage ·Pric~ 
filllion Bbls, per Bblo 

123 ;ii> 2.50 . 
22$ 1.50 
307 l.10 
29lr 1. 20 
492 1.-30 
695 2.30 
2h0 2.50 
135 2.50 

2';'>00 · 
~llowance for all costs including d~preciatiop 

l stimated Sales 
in lviLLlions 

>Y 369 
337 
340 
349 
639 

1,598 
600 
337 

4,569 
929 -~3,640 



Gstimated Profits from all OperatiOif$ 
1 

( In· 1ullllions) ' . ' 

l) Profits on 2,500 million barr~ls oil 
P+oducts exported from Iran -,,;J,640 

2) Profits from distribution and tanker 
transpor.'.f;}itton 

3) Profits from Iraq and other enter~ 
prises 

1,200 

160 

The follov,tng represents the distr:i,.bution of these profits: 

Dist~ibution of Profits (In Millions) 

1) To Uritish Government as 1ifference 
between Adrniralty Contract and market 
prices ':) 500 

2) British Income Taxes 
(Inciuding Subsidia!"'J Compantes) 1000 

TOTAL BRITISH GOVERNblENT 

J) Iranj..&p Oovernrnent 

4) Shareholders (Brttish Governm?nt share 
•irl80) 

5) Retained by the Company 

.il,500 

350 

2,700 
;,j>5,000 
'. i ' 

To substantiate the .figure of ·.;2, 700 million dollarq retained by the 
Company up to June 1951, the following figures from the l950 FinanGi~ 
Statement of the Company may be oit~d: 

~ssets ( In iffil:Lions )1/ 
Refineries, Installat ioµs and Tankers ) 
& Investment in Jul;:)s;i..diary ancl. Allied Companies) 
Oil Exploration (Kuweit) 
At Cost before Depreciation 
C\,J.~rent net apsets 

1951 Profits from Iranian oil 
Ba:).anc.e being estimated amount of Profits 

e!.phoned into Subsidi aries 

~- Includi'ng payments other thc:1,n royalty 

::J1 920 
176 

1096 
38t. 

-iJ;8o 
22.5 

1,/ As most of the a sse~$ of the Company were acquired before 1948, the 
· sterling rJ.ollar conv·$tsion rate was taken as ii>4 to ~l sterling. 
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On the basis of these ~stirnates, the Company deprived Iran of some 
1,200 mill ion by failing t ·o perform its obligation in good faith under 

the D'Arcy Concession and by engineering its,:replacement with the unfav­
orable agreement in 19J3. This figure is supported by the following 
analysis which assumes compliance witn the terms of th~ D'Arcy Con,cession 
applied to the enti;-€ · forty year period . ·of exploitation. . · 

1) Royalties at the rate of 16% of profits 

~) 10~ sh~e of dividends on 50% of gross 
profits 

J) Iranian income ta~ of 15/4 aver~ge rate 
on total net profits (excluq.ing tanker 
profits) of say .h,000 

Total lncome due lrap 
Total payments actually rec~ived by lran 

' . 

Net Lo~s to Ira.n 

( ;[n I·.~illions} 

. .,, 800 

250 

600 
-.~1650 

450 ---
These e$tin;ates car+ o+lly be ~hecked by a full dj,sclo$Ure of the 

Company's records and an aud~t PY indepement examiners, Believing these 
figures to be a r~~~onable ?ppraisal, the concessionau-es may be charged 
with unj~st enrichmept. 

VI'aile there may be some argum~nt as to the degree of unjust enrichment, 
the Company's financial statements coveripg a segment of its operations tend 
to support thi$ charge. 

For e¥a~nle, a I,OC•~ l950 Profit and Loss Statementdfalready quoted 
which include$ production, tram,portation anr,l distribution in the United 
l{ing1lom only and excludes 59 subsidiary compap:Les ~broad, show the following 
major breakdown: · 

1) Profits pefore depreciation and taxes 

2) Brit~sh Taxes · 
3) Royalty to Iran 
4) Dividends to Stockholders 
5) Provision for depr~ciation apd) 

p:i;-cf;its reta:ined by Company ) 

( In LI~llions) 

~142. 

45 
1.5 

-. 
There appeq.rs little doubt that AJ;OC I s f inancial statements ~~o$sly 

understate earnings which are hidtleµ by th~ following practices: 

+) Sales to the Adrnir~lty at about eqst; 
4) Sal es t9 subsi1iaries at l ess than co~~ercial prices thereby 

shifting profits to accounts which are not published; and 
3) .:~x;cessive depreci 3.tion all01•:anG eS charged a,s costs • . · 

]:/ L. ppendix E 
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While the amounts lost to Iran by these practices cannot be substan­
ttated, its proportion is sugge,~ted by the estimated .. ,500 million discount 
to the .admiralty and the l950 depreciation of ,;l6b mill ion deducted as costs. 
As a result of this high depreciation policy, the or;i.ginal investment cost 
of about :tiil,100 million had been wri,ttep off to almost a third of that 
figure by 19.50. •The amount represented by sales discoun~s made by the 
r~porting company to its non•reporting subsidiaries is not available, bµt 
consiste~t with the Company's practice, this offered a major opportunity 
to minimize the disclosure of ,profits. 

The 1950 financial statement of the Company, by ·showing profits of 
:Jr.lS million, incl\lding profits on tankers anri subsidiaries operating in the 
United Kinr,<lom, support the above conclusions. The profits derived from 
I:ranian oil alone amounted to .ii.50 million. This estirra, te i$ arrived at 
by valU:ing all exports from Iran at commercial prices and by making a _.liberal 
allowance .for co~ts and depreciation. The computations for 1950 are as 
follows: 

( In 1"j_llions) 

Total value of :(rapian eJ\.rports 
at commercial prices -

l90 million barrels refiped 
produqts @ :'.~2.'70 ............ ~ ~::~513 

50 million barrels Crude 
. @ :,>l • 7 5 . . . . . . ... ~ . . . . ...•. " • .. 8 7 • 5 

Total operating costs in­
cluding allowances for 
d~preciation ~ 

Total payments to Iran 
Profit 

.;.}105 

45 
450.5 

:,,,600,,5 

J;t i~ clear that if pvofits on tankers a;nd United Kingdom sub9idiaries 
were added to the ;,1450 millton derived f rom I ranian o;Ll, the total profits 
1voul4 reach the 11:etghborhood of <;r550 mill :i,.on. Vip at th~ grand total profit 
woulq be if tne earnings on 59 supsid~ary dist~tbut ing companies were also 
inoJ.udeq. is diff.ic\llt to predict, but it mj.gh,t run as high as :)650 milliop. 

Li~e the Standar1 Oil ~ompq.py ( New Jer?ey), AIOC is a completely 
integr~teri producer and m~rketer of petroleU111. A compar:i,sop of their 
1950 f~nanc ;i.a:i reports :i,s revealing: 
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JERSEY 
( IN Hillions) 

1) Net Assets #3,693 
2) Capital tnv~sted in or loaned 

to the Compan:r 1,.384 
3} Property, plant and eq~ipmer..t 

at cost 3,875 
h) ' -PrQperty, etc. after depreciation 2,:;i.25 
5) Investment in property, etc. 

pe:i;- barrel ( J)6.68) 
6) Cruqe production sio 
7) Net C:ru,de Purchase~ 72 
8) Refinery runs 582 
9) 1'anker fleet Owned ... 

Number of vessels (169) 
Dead we~ght toru1age (2,250,000) 

lO) Net Income b~fore Incq~e Taxe~ 
and depreciation 948 

ll \ · fret inconu~ per barrel ( ) l.63) 

➔~ after royal ties 

AIOC 
-( In ld.llions) 

', i> 800 

100 

1,096 
L16 

( tii3. 50) 
Jl3 

- 77 
Z36 

(153) 
(1,854,000) 

370 ➔} 
( iPl.18) 

It should be .noted in the co~parison that the Jersey statement incluqes 
all its sub~idiaries, whereas the AIOC statement excludes subsidiaries in 
distribution outside the U.K. as well as its numero\lS. allied companies~ 
Jersey's operations were built upon pa;id in ca.pi tQ.l an<i loans of --:,1,384 
million as compared yn..th AIOC 1 s p~formijnce of turning a p~id in capital 
of ,~:ilOO million into an integrated operation capable of handling 54% of 
Jerijey' s volume. ·while Jersey, s a,ssets represent considerable invested 
capital, AIOC's .l,!.rnpire is bui+t almost entirely out of earnings. 

To the revt ewer not f~-w.liar wir th AlOC practices, AJOC' s published 
statement would give ~n entirely erroneous impression. Profits of ,;,,370 
miilion afte.c roya.lties shown by f..•lOC in 1950 exclude profits o:q $Ubsidiary 
and allied comp~n~ese h9r0ove:r, this figure is understated by tne qJI1ount 
of di~count$ on s~les dqsigned to shift profits to substdiaries ~nd to the 
British Government on deliveries under the Admiralty Contract, and by 
con~ealing profits through exces~ive d~preQtation cnarges. 

as a res1,llt of these practj_ce~, AIOC' s financial stat~ents show a 
profit per ba:-rel pf yJ..l8 GlS comparecl with Jersey's .:,L-60 0 Actually, if 
AIOC' s consolidat-~rl. .,s~atement were comparable to Je;rsey 1 s, the profit peir 
barrel would be -.i2~10, o~ a total of .,.655 mil+ion. AlOC I s JO% higher 
estimated profit per barr~l is ex.plained oy the fact tnat al~ of its 
production rns in the low-cost Irani~ area; wh~reas, Jersey's production 
con$ist.eq cf' 90~·~ in the high-i-cost Western H~mtsphere and only 107'b in the 
low-cost Mir~:ile east area~ 

On a total paid~in investment of 100 million the Company pyrruµided 
its earnings by 1950 into a worlq~wide Oil Empire cons~sting of annual 
crude oil production of 313 milliop 1:;>arrels, 13 refineries with p. capacity 
of 236 million barrels, ocean-going -tankers of close to 2 mil+ton tons 
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deadweight capacity, and world-wide.- distributing and marketing- facilities. 
In addition, up to 1950 the Company and it.s ~ubsidiaries paid out of earnings 
to the British Government 1,680 million in tax~s and dividends, including 
the discount to the Acimiraity amounting to· .:j500 ndllion. Other stockholders 
received _;170 million, while Iran only received .:.,450 million or less than 9% 
of tota~ profitQ. 

Iran•$ c~s~ against the C~mpany for unjust enrichment was so apparent 
thc;t,the Company Qid not deny it in principl~. The Company states that it 
was always ready ~o consider the Iranian vie-vrpoint. It cites the fact that 
in 1940 de$pite the loss of itE.i .European market~ it agreed, to minimum 
roy~lty payments dtµ'ing the vmr period o;r :· 16 million per_ annum~ 

The Company adds that, beQause o! changed circumstances and the great 
rise in the price of oil products, it recognized iran'P right to higher 
royalties and was fllways vdll:i.ng to negotiate a revision of the 1933 Agreement, 
The Company claims, moreover, that up to 1943 i:ran was receiving as ·much 
royalty as any othe~-- Caribbean or l\D.ddle £astern c;:ountry, and that until 
four or five yE;,ars agp the Saudi 4:rabi~ and Kuweit fi~lds had not come into 
production, whtle Iraq production had remained .stationary since 1930 ovnng 
to pipeline l;Lmi ta ti on$·. 

'rh.1,1s in its 19 50 .-mnu~l hieport the AIOC states: 

",.~that the Company bad taken the initiative in i948 in. 
opening diSGUq~iqns vnt.h the Iranian Oovernm~nt •••• at the 
tim,e when the policy of diy1.qepd limitation was introduceq 
in ttiip country ( U~:i,ted KLngdom).,. but th~ offer was not 
t~ken up by the I;ra,qian r~preseptati ve wno pref erred that it 
should !orm p~rt of a more -eompreh~nqj.ve settlenent •••• The 
aim of the t~ks l~adj_ng up to the Sv.pplementary 1-tg:reement 
was a search by ooth parties for a m~th~d whereby the Iranian 
Ooverrµnent would receive higher paym~nts in recognition of the 
changed economic conditions which the war had brought about.u 

The Ir~i~n,s point out that th~re was a great vol~me of produ~tion 
in Venezueia and that the dissati,~faction there with royaity payments 
resulted ~nan agreemept ip 1943 whj.ch established the fifty~fifty pro£tt­
sharing principle. 

Roy~lty payments to Iraqt S~udi Ar~bia, and Kuweit cannot. be used 
a$ a b~~is of compcµ-ison for the share Iran should receive from the 
exploitation of her otl resources, for the following reason~: 

l) Tnat Irani~ an exporter of refined products while the 
other i\ij.ddle Eastern countrie~ are eX}Jorters of crude; 
qqnsequently refirrlrng proiits must also be taken into 
consideration in the case of Iran, and 

2) That the Saudi Ar~bia and t ~wett fields hac.l j\lst come into 
production and the be~vy capital expenditure had not yet 
been recouped. The Iranian fie'.lrd,$ have been e:x;pJ,.oited for 
the past forty y~ars, and the AIOC ha1 reoovered its initial 
investment of )l.00 million tw:fl1½'Y-t~ve to th~rty years ago, 
Since t~en ~ts profits ~~oUI+t to about 25 times· the original 
oapftai. 



During the second World :ar, Iran was occ,upied by Rv.ssian and 
British forces and consequently was in no position to demand an equitable 
share of the profits made by AIOC o~ Iranian oil. 

Not only so, the. J;ran:j.ans claim that the Company had resumed its 
poJ.itical activities and interfered actively and open)..y in the internal 
affairs of Iran. Its financial power and patronage combined with the 
prestige wh:i..oh the polj..tical support of the British Government gave the 
Company were sv.ch that it openly controlled elections and the appointment 
and dismissal of Government officialso By 19h6, t~e question of conces$ion 
terms ~gain became a national issue. At this time, Russia tpok advantage 
of i t s po~ition as one of the allied occup~tion forces in Iran and pressed 
for a concession covering the northern provinces. An agreement with the 
Soviets was signed~ put it was $0 unpopular that it was not ratified by the 
l•iiajles 11 

In rejecting the agreement, the 1-.~ajl~s added Gl. rider compelling the 
lranian Governrn~nt to enforce its r~ghts against the AIOC and to correct 
the condttion of ~pjust enrichment. Thi$ mandate from the Iranian Parliament 
brought on t4e negoti~tions leading up to the Supplementqry agreement of 
19h9. 

B. The Supplementary Agreement.11 

Irani~ns claim that despite the marniq.te of the 1Jajle$, AIOC, bac;:ked by 
the British Government, used its in.fl~enee and povJ"er to prevent any action 
from being taken for some time. Presswe ot p~b+~c opinion eventuqlly forced 
the iran:ian Government to ~ppoint a Comnussion to start negotiations. 

The Commission +nade the .following basic demands: 

l) A rise in rates of payments i n lieu of i ncome tax s0 
that comqined ~Qth royalty total payments should equal 
50% of the profits d~;rived from Iranian oil; the Gove;r-n­
ment' q 20/o interest in the Company's dividends to remain 
-unchanged; 

2) Cash payment of 20% of th$ Compaey's res~rves; 

3) Implementation of the Company's obligation to replace foreign 
technicians by Irani~ns; 

4) Reduction of prices of oil products sold f or consumption in 
Iran to the ievels of the Admiralty contract; and 

S) Implementation of the Company 's obligat i on to make the most 
economic use of the oil resQ\lrces. 

Despite the fact that t he 50-50 profit-sharing principle had been 
established in Venezueia since 1943, the Company rejected this basis for 
royalty p~yments, 

'J:,/ Appendix C 
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After prolonged negotiations, AIOC offered a 50% raise in the 
rates of royalty and a 25i raise in the payments in lieu of income taxes, 
increasing total receipts per barrel to 26 cents .. In recognition of the 
dividenq. provisions of the 1933 Agreement which heretofore had been 
fru$trated by the declaration of small dividends, AIOC offered a cash 
payment of 20% of its reserves and future minimum annual payments of .J.1 
million. The Company also offered a discount of 25;~ on liexican Gulf prices 
for oil prcducts sold for national consumotion. The Connnission considered 
the Company's offer inadequate and unacceptable. However, pre$sure was 
brought to bear upon the Gov~rnrnent, an agreement embodying these terms 
was signe<i, on July 17, l 949, and made retroactive to 1948. This agreement 
is knO'wn a$ the Supplementary 11.greement of 1949. 

The signature of this Agree~ent according to the Iranians was carefully 
timed to coincide with the adjournment of Parlia~ent required by the 
Constitution, thus permitting that body only a few days in which to di~cuss 
and ratify tt. This last 1ninute submiss.iou, plus the great urgency 
associated with the demands for its r~tification, caused great suspicion 
~nd it became a popular issue j.n Iran. ~.~Then the terms be~ame knovm, so 
m\lch public dissatisfaction was expressed that the Deputies refused to 
debate it. Following goverrunents, sen~itive to the popul~ dissatisfaction 
with the Agreement, dic.i not press the Hajles for its :ratification, and 
eveptually :\.\f tndrew it on Deee ·Jber 26, 1950. · 

In mid~l950 it became knovm that A:,:-amco vras :j.nclined to agree to ~ 
so-called $0-50 division of profits with Saudi Arabia, producing payments 
of ~bout 55 cents per barrel, Under these circum$tance~ it was rather 
incred~ble that AIOC should expect Iran to accept the 26 cents provided 
~nder the S~pplementar,y Agreement. The Iranians say that Aramco 
previou~l,y informed AlOC th~t it had ctecided to make thl,s Agreement with 
Saudi Arabia, an4 recommended that the same terms be offered to Iran. 
They clc;1.im that AIOC rejected this highe:r pattern of royalti~s for the 
Middle East on the gro\lnd tha,t it was too :)..iberal and unnecessary, and 
AIOC reminQed ·Aramco of its experience and success in dea~ing with the 
Iranians over the past fifty y~rs. 

By the end of F6bruary 1951, AIOC began to appreciat~ the des:\.raoility 
of amendi,ne its policies in recognition of the force of public op;i.ni,on in 
Iran. Early in l:i?rc.h it informed t he Iranian Government that it was now 
prep~red to pay royalties on t he basis of $5 cent$ a barrel undev a 
purported 50 .... 50 profit-sharing formula. This proposal, however, came~·too 
lat~. It WciS con~ider~d such a futile gestur~ both by the Government and the 
Company that it was only publiGized about a month later. 

In the meantime popuiar demand f o~ n~t~cnalization of the oil 
industry had reached an intense pitch. 
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V • IRAI.P S SOVSR...;IGNTY i:L:AFF'IRI.CD 

A. :Nationalization of the Oil Industry!/ 

On iviarch 15, the Lajles decided unanimo1,1sly to give effect to the 
recommendation of its Oil Commission to nationalize the Oil industry. 
Five days later, the Senate unanimously confirmed that resolution. 

In tak:Lng this momentous action, the IrarJ.an Legislature rea<:t:cd to 
the public will. .Althoui:~)1 it was a popula:r decision, the legislatur~ 
v11as largely influenced by the mature consideration given the problem by its 
Oil Commission. In sum::iary, this comrnission made the findings that because 
of Iran's fifty y$ars experience in dealing with the Co::npany and its unmis­
ta1-~·3.ble in$:istence on continuini; its past polic:i,.es, no confidence could be 
placed in the Company. This conclusion was based on the ±." olloYdng considera­
tions: 

1) 1-"!hile pruport,ing to be a private Company, the AIOC actually 
exerted the power of the Eri t ish Government as well a s its own 
f inancial r ,mver, and inte:rfe:rerl exten$ively i n the internal 
affairs of Iran. This interference t hreatened the sovereignty 
and political indep~ndence of Iran; 

2) The Company's povver and patronage exerted a baneful and corrupting 
influ ence; 

3) t~xperience had demonstrJ.ted that despite obligations ·written into 
Concess:Lons, the Company had manaf,·· ed to evade these obligations in 
one manner or another. It had contributed very little income to 
Iran wtiile i t had unjustl~r enric;hed itself by systematic violations 
and PY extensive exploitation; and 

L.) Tlw Company's ope:rations did not benefit Iran, but actually 
r etarded its economic developm.eqt through the exercise o;f 
poJ,.itical and economic control. The nonrial grmvth of other 
industr:i.es wa s discouraged for t he p ,:·.r:pcse of keeping Iranian 
labor depl:;ndent on the Company and, of maintai ning their wa ges 
at subsistence levels~ The Company made no eff ort to build up 
by~products indust:ries usuaJ_ly associateq with t he refining of 
petroleum. It also discouraged the growth of Irani an industries 
to suppl y its requirements -;Nhich we:ce almost enttrely i mported. 
AS a r esult, the Company J..itercllly exploited Iranian labor by 
paying sub-st&ndard ·wa ges and providing miserable living conclitions. 
In r eturn~ Iran only rece:Lved a. s .:1alJ. royalty payment . 

Another :i.:riportant con$ideration vns t hat t he Company's highly profitable 
franchise in lran 2nd its political i nfluence were coveted by Iran's powerful 
neighbor. 

In view of these considerations the Oil Commission concluded that the 
eA'J)loitation of Iran ' s oil resources by a foretgn company hqd been a failure 

_!/ .'.lppendix D 
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so far as resulting in benefits to :i:ran· and that in the -future·· such 
arrangements could no longer be tolerated, . The only practical alternative, 
in the light of these circumstances, was nationalization, which would 
provide a sound basis for Iranian control c ,., the industry ancl sale of oil 
at a reasonable price.. In arriving at thio conclusion, the Oil Comr:1ission 
v1a.s aware of the existence o! the "World Oil Cartel", and fully realizeri 
that the implementation of nationalization would be met by the opposition, 
not only of the AIOC and the ~ritish Government , but the other major oil 
companies as well., .. This opposition was expected in terms of the boycott 
of technic~l assistance, tanker tranpportation, and intimidation of inde,. 
p~ndent co:rnpanies who might otherwise consider buying oil ftom Iran. 
Against these adverse factors was ~~igh~d the pro~pect ot perpetuating th? 
Compaey' s stranglErhold on the Jr~nian pt:;:~··Jle. The Commission finally 
concluqed that no saerifiee was too great in gaining liberation f;rom the 
Compaey's qqntj.nation. 

B. The LegaU ty of J\'fationalization 

The action of Iran in nationalizing its oil industry has aroused in 
some busines$ circles the fear that this action undermines the faith in 
Gontractual undertaldngs •- the foundation of modern industry and commerce. 

Iran heartily subscribes to the universal princ~ple that a bona fide 
contract must be honored and perfcrmeq in good faith by the parttes. Over 
a long period of time Iran conscientiously endeavored to obtain the 
conc~ssionaire's faithfuJ,. perfor~ance of its obligations, and to ~ecure an 
equitable basis of Xr~n's participqtion in the ind~stry's profits, Fail~ng 
in this effort, n~tionalization was qecided upon as the only policy consistent 
with the soveretgn obligations o! the Iranian Government in safeguarding the 
eccnorniq and polit;Lcal integrity of its peopie and resources, 

The basic issue r~ised by nationa_iizat;i.on is not the question of its 
l~gality under international law. The sovereign rig~t of a nation to 
nationalize or condemn private pr.operty within its borders for public use 
is wel,1-establishedo But the issue is whether Iran's action in the eyes 
of the world is morally justi.fied. 

Was I;ran' s actj.on m.:,tj_ve?-ted by tpe desire to achieve ol;>jectives to 
which she is entitled? Was I:.ran's action direct,ed agai~st a bona fide 
contract or was it designed to correct a basic wrong which the concessionaire 
attempted to perpetuate? Ha$ Iran's action provoke<i, by the concessionaire's 
malfeasc;lnce of s~ch gravity as to <lestroy faith in the ba$is o! the 
rel~tionship~ And, was Iran's action a reasorable exercise of sovereign 
power and compatible with its obligation to protect it~ people and resources? 

Tnis paper has attempted to marshal the eviqence bearing on these as 
well as other quest;i.ons. In ~1,1.mmary, evidence supports Iran I s conclusion 
that: 

1) YJhile the D 'Arey Concessi on was negotiated at arm's lengtn -
neither party b~ing unq~::.-- duress - and. nas a:p agreement muttlally 
ben~fic;ial to the parties, its t .erms anc.l intentions 1:vere aborted 
by the concessionair.e's malfeasance anrl bad fc;l.ith; 
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2) Under that Agreement, the Company aGted not as a 
commercial organiz~tion but as a political and military 
power by employing the• force of the British Government 
vthich had been given a majority interest for that 'tfery 
purpose; 

3) The Company, retnforced with British political and military 
po1.~er, could and did render Iran powerless to enforce an 
~quitable performanqe of the terms; 

L.) I\ ot satisfied with the great profits yielded by the D•Arcy 
Concession, the Company employed British political and 
military power to engineer the repJ_acement of tnat concession 
with the 1933 Agreement under which its operatj;ons would be 
even ~ore profitable; 

$) By mj_ srepresenting prof its under the D ''Arey Concession and by' 
false promises of profits to Iran f lovr;i.ng from a proposed new 
agreement, the Company beguiled Iran into annulling the .iJf-Arcy 
Concession which t he Company for, .: ears had violated and made 
every· effort to change; 

6) Instead of referring to arbitration the major que$tion under the 
li•·~rcy Ag:reement of how prot,' i ts were to be defined and of how­
Iran was to realize the benefits of it$ 10 percent o,nmership 
participation, the Qomp~y fr.eed itself f ;r-om royalty :payments 
on its profits froJn world'T'fwide operations of re.fining and 
di~tri'mltion, a.s well as prQrluQtion,: oy insisting on a new 
concession which would limit royal ties to a fb~ed rate pe:r- ton 
on Iran·•. s oil production; 

7) Despite the refusGll of Iran to accf:3pt tp;3s e new terms, the 
Compa~y,_ reinforced by the political and military might o! the 
British Empire, . suyceeded in forcing the Sh$ to capitulate • . 
Aware of. t he hopelessness in opposing this force and the ability 
of the Brttish to carry out ~ts threatfi· 9f occtipc;1tion . and coerc~on, 
the Iranian ParlicW,1ent, . under du+e$s, support~~ the Shah in 
capi tulati.ng to the new terms and . ratified the :tgreement without 
d;iscussion; -

8) The Company fqiled tQ comply with the term$ of the 1933 Agreement 
as well as t he D • 1~rcy Concessioµ, and unjustly enriqhed i tse)_f to·. 
suQh an ext ent as to vitiat e the basis on which Iran could cont:i,nue 
the relationshi p; 

9) After Fo.r).d F qX. II and up. to the enactment of t he Nationalization · 
Law, lran' s pl~a -f or term~ a$ •favorable as tho:s e obtained by 
Vene.z-u.el~ (the only produ9ing area in a comparab~e situation) met 
with the uncqmpromi~ing: $.ttitude of the Company which insisted 
on perpetuating arr angements un,ler which it .would · continu,e to be 
unjustly enriched, by limiting royalty payments; 

io) · In securing tts profits position, t he Company pursued :policies and 
practices wliicn took the t orm not onl y of external politi~al anc;i 
military coercion 1 .but of a .compr ehen$~ve. syste~ of interference 
and domination i n t he internal •af fairs of Irap; · 
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11) In the two years preceding natiopalization negotiations vd.th 
the Company brought out its insistenc·e on preserving the system 
under which its policies of interference and domination would be 
continued, to ensure its unjust enrichment in the future; 

12) I: ac·ed with these c;onditi,ons and the unreienting policy of the 
Compe.ny, Irap conclucieci that a mutµality of interest with the 
Company co\lld n:ot exist amt that an Agreement could not be made 
with the Company.without the destruction of Iranian integrity 
and the unconscionable abdication of her sovere;ign obligations~ and 

13) Nationalization of the oii industry was~ action of last re~ort, 
but in it$ enactment lr<"?.n provided legal safeguards by which the 
Company was ?ssured compensation for p~operty in Iran and also a. 
prior Glairn to Iranian oil supplies for its markets. 

The chief argument made against Nationaiization is th~t it violates 
the clauses in th~ 1933 Agreement which provide that Iran shall not annul! 
the Concession by gener~l or special legislative action, and that is~es in 
dispute shall be submitted to al"bitr~tion, It is argued, therefore, tha,t 
Iran's action in n~tionaliZit,g the oil industr.r violated that agreement. 

The J:ranj_an ql1SVIer to this argument ts that nati9nalization is not a 
dispute a+t~ing out of the ~llegeq l933 agreem~nt but th~t nationalization 
vvas qn action taken under Ir~n' s sovereign right to commit private p;roperty 
within its bor(lers tQ public use. This abso~1,1te sovereign right, universally 
recogniz~d, co~ld not be compromised by aroJ commercial agreement$, because 
such agreements co½ld not delegate authority ove,r pUbjeqts involving national 
$ove:reignty to an~r arbiter. Th:i,s e:xp]..9:ins lran I s stand on arbitration. 

YJi th ~espeGt to Bri t .;ain' s p~ti tion to t,he 1.7orld Co-urt, Iran' s case is 
quite clea:r. No jurisdiction was granted by Iran under its general conditions 
of rf;!cqgnttion given to the World Court ~ In tpq.t recognition, Iran made a 
reservation excluding all matters ~~ t hin its domestic jurisdiction~ This 
reserv~tion is Rimilar to t hat made by the United States, Great Britain a'Yld 
other governm~n~s. 

'fi1e only other possi::>:ile basis of t he court's jurisdiction is that the 
controversy is intGrnational and between t wo nations, This basis has n9 
legal .foundation bec~use th1;;re is no privity o+· contract between Great 
Britain and Iran as regards t he oi l industry . AlOC's ~ight$ derive fro~ a 
concess~~,n grantee~ by lran to priva t e individuals and at no time was Greqt 
Britain re~ognized by Iran as the sucqes.sor of t µese conce$s;hon ~ights. · 
The purchase rr Great B:rita~n of t he majority interest. in Af OC.,_ AIOC 1 s 
predecesso:r f vras the qcqui,sttion of qonnnercial.;rigpt~, equal to and no 
greater than thos~ of the priv~te indivtdua.ls to whom the concession was 
originally granted. By no stretch of l?ga~ construction could it be peld 
that th.~t purchase vesteµ r~ghts in Great Britai,n compar~ble to those which 
wouJ_d exi~t in a treaty bet1Preen two nations • . • , 
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VI. FROBL:~L1S OF H _STORl NG PROl)U CT ION 
. . UNDili )JATIONALIZ~tTio.N. . . . .... 

A. Negotiations Between .. Iran .~nct the Briti~b. 

Irmrtediately foilowing nationalization; the Bri t;i.sh Government came 
f ori,varq to deal,,wi th Iran. Former efforts by Iran to solic:i. t the British 
Government• s particip~tion in working ou:t satisfact·ory terms with the 
Compapy h~d faile<l because . the British Government stated that it would 
not interfere in the affairs of a private company. .1fter nationali..zation, 
however, the Britisb, Uovernment not only intervened in the nE;gQtiatioris 
9etween Iran and the Company but also backed 1,1p its demands by dispatching 
uni ts of the Royal 1favy to Iranian vraters, and thr~a tened tpe occupation 
of Abadan by p~rqtroopers for the ostensible reason of protecting British 
lives~ The British Government went further, it openly suggested the over­
throw of the uossaderh Government and sponsored the rise tq povier of a · 
niore "reasonablen l ead$r with v,rnom negotiations could be conc,lucted. To , 
encoura~e this result, economic sanctions were imposed against Iran, including 
the freezing of Iranian funds, the boycott of exports to Iran; and the threat 
of legal and eeonomic reprisa:I-s against independent marketers who might be 
tempted to purchase oil from Iran. In the pattern of 1932, the British 
Government invoked the alleged j1,1risdiction of the International Court of 
~ustice at The Hagu~ and the Security Council in New York. 

YTi th the closing d.9wn of 1-,,badan in J1,me over the mtno+- issue o+ 
tanker receipts c.lem~ruied by Jran, plans which had oeen carefully worked ot}.t 
in advance vv.i,.th the ~meriean Oil Companies to sµp1:-.,ly AIOC with oil were put 
into operat;ion. 

The ,Foreign. Petrolei+m Committee was established, in t he Petrole\.l.m 
Admtnistration· for LJ~fensE;: fol l ovtj.ng an e*emptiop given by the Ju~tice 
Department fr()rn later pro sec·~ tion of the :i,ndustry · under the anti-t,rust 
laws. This comiqi ttee is corr.pose~ of ;1.9 companies, all subsidiaries· of 
the six major ·oi+ companies. In poo+~ng the world~~Iid~ facilities of 
these 19 comp'?rntes, .aIOC was assured of supplies requiref:l to repl9-ce 
those formerly exported from Iran. This arrangement not only assured 
supplies t9 consumer~ but also prot eqted AIOC from losing its m~r~ets. · 
This SQlic. it~qe for a c ompetitor~s misfortune ca~ be understood only in the 
oil industr,y in. which the major companies over a long period of tim~ have 
b0en in accord on major questions of concession payme:q.ts, prices, expansion 
and the sharing of markets, ' 

The pooling arrangement, incl1,1ding shipments from t he U. S., arid 
Caribbean so~rces, has ·been working smoothly with the exc~ption of shortages 
in avia:tion gasoline and temporary tightness in the supply of b1+nkers and 
fuel oil. Howeve:r;, this has be~n accomplished at the ex:pense of doila;r 
payments from the British Treasury at t he r ate of ·,600 million annually, 
Thi$ drain on the slim British dol~ar r eserve is one of the principal 
rea~ons for the Bvitish dollar deficits which the American people ar~ now 
underwriti:qg by an additional dollar .gra11rt to Great B:vttain. The :firstr 
installment, of ri,300 million wa1;3 paid in January 195~~ 

The American oil companies• pos:j. t;i.on in this controv~rsy i~ not 
altr~i~tic. ~y supporting ~lOC they 'remave tpe econom;i.q prespure ori the 
Company to make a settlement in Iran• American companies a:re anxious to 
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avoid a liberal settlement by AIOC in Iran wh:i.ch would t .end to undermine 
their royalty arrangements with other producing ··countries. In thi$ attit1,1.de, 
the American oil companies over.look the fact that Iran ·is ··in a di.ffereµt 
position fr,om other .t•1r.iddle East countr:i,.es in that ·it -is · essentially -.an · 
exporter of refined -products, whereas other Middle ~ast countries are 
v:holly or principally exporters of crude, By virtue of .the Abadan .-refinery - · 
the largest in the world~ the value of Iran's exports ar~ several ·ttm~s 
greater than tno~e of neighboring countries, and the sharing of profits on 
an equitabl.e basis would unavoidaQly giv~ Iran a higher .yield. 

B. Uu.3' • . Government's ~fforts. to Achieve a Settlement 

Thus t'ar the efforts of the Iranlran Goverru-nent and the Company to 
-aqhteve a settlement based on nationaliza t i on proved .fr:µ,i t;less.. 11he Jac~son 
proposal of!~red to accept nqtionalization ip principle, but in9isted that the 
industry be operated and cont:rqlled through an Iranian subsi<iiary to b.~ 
organized by UOC. This offer was. rejected because of the continued control 
of the British anq the required acceptance of a so~called profit-sharing 
.formula,~. N egoti~tions vd, th tpe British thus becc;1me stalemated. 

As a re~lt 9£ Ambassador Grady's positon that the u. S. r should lend 
its good ofi;ice-s as a mediator, the President sent tX. Averill Harriman to 
Teheran.. Through Er .. ikµ:-rt~an' ~ efforts the Bri ttsh sent a mj,.ssion , headed 
by th~ _R;ight .Hon. Richard Stokf?s, Lord Privy Seal, who re$ubmitte<i 'the 
Ja~kson proposal ~th the clari,fj,.cation that it would produce fi50 million, 
or ~i->:I.40 milrlion. Iranians beli,eve that i•!a'.. Stokes ci teci thi9 fi gure to 
impress ttiem that they wo-uld ol;>.tain three t:imes more than the .royalties 
reqeive" under · the 1933 Ag;r~emept. This offer wa$ al9o rejected for the 
s~e reason as the Jackson proposal. Both offers purported to be 9n a 50-$0 
proftt~anaring basis, bµt a.ctually they amounted to oniy 55 cents a barrel -
the s~me gr9-nted to other i-.:3.:ddle f~ast c;ountries, whic.n, as p:,reviously 
e~lained,, export qrude and not refined products of higher value. It has 
aire~dy been sho~m that tne profits qn Iranian oil e~rports are estt~~t~d 
at about -11,450 mtllion. The Iranj,.an~, the:ref ore., ar~ of the· opinion th&t the 
Stokes· proposal was n9t even made in good faitb, bec~use half th~ profits 
would a.mount to -.r2~5 million instead of ,,;140 million annuaU,y. 

C_. Iranian lifforts for a Settlement 

Following the $tokes off e:r an effort was maqe by inr .. fiu.sseiq Ala, 
!armer· ·Prim~ l.Iiniste;r ,;µid now I :inister to the Cou:rt" to req;en negotiation_s. 

The Brit~sh Ambas$ador mad~ disparaging remarks ape.ut tM .. ~ propo$al 
on the ground that it indicated no c}1ange of att:i,tude., and tha.t it was 
neither sign.en nor on official paper .• · When the last 3 50 technicians left 
Abadan, the British Press atta,ck~ci the Atlee Government fo:r la~k of good 
.faitl;l in h~ving refrained from taking ~dva,n;t.age of the JP.a proposal ·tc 
reopen negotiations, pointing oµt that it did represent a concession on 
the part of l r an because it did. not even preclude th$ appointment of 
a Bt;i tish General Lianag er., 

After his succes$ful :repudiation of the Briti$h tqesis in th~ 
$ecl,l.rity Cm.moil in New York., Dr. Eos~adegh remained three weeks in 
Washington and rµarie repeq.ted mrertur~s to r~open negotiations. Despite the 
effort~ of the Stcate D~partment, how~ver, the British displayed no intere$t. 
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The Iranians are therefore convinced that the British have no desire 
for a settlement except on their own terms. 

The British terms as expres$ed in t he J ackson and Stol<eS offers, 
though purporting to accept nationalization in principle, did n ·.t propose 
to give effect to it in practice • . 

D. The Oil Industry in The Iranian Economy 

Over t he past 40 y ears, Iran w s 13-18 million people have been engagecl 
principally in agriculture and to a limited ~xtent in commerce and the 
manufacture 0f textiles. No heavy industry or raw material production 
o:r processing, other than oil; exists, despite the availability of rav:r 
materials, labor, and aocess to the sea. 

There is p~obq.bly no Go1.mtry in the world- vdth compar~ble resources 
so retard~d in its. economic development a $ Iran. Yet it contains urid()ubtedly 
the largest sj_ngle integrated oil operation wi tp the lowest production cost 
in the wo:r ld .-

V.nat contribution has this oi+ industry made to the Iranian econ9my? 

1~ Oil Royalties 

Over a 40-year peri0d of oil pr◊dt\c;tion., I ran reoeived t~t;.1.~toyalties 
of hll.3 milliori, 9a,y about, ,,i435 mil+ion. From 1.911 through 1920 n9 
royaltie~ we;re reqeived from; from 1921 through 1930, Iran received about 
.,~60 million;. This cll.Jlou.nted to qpproxiraately l5;; of total Govern'llent 
revenues in this pE? riod4! From 1531 to l-941 I,ran' s roya+ties amounte<.l to 
about : .. +25 million which, he,wever, v:ere eqrmarked fo;r the purchase of 
miltta:ry ~quinment from abroad·. . During 1:Torld War II this ~quipment was 
delivered almost intact to th~ British and Russ i ap fo:pGeS which occupied 
the country. Since no payment was recei ved for this miiita:ry equipment, 
Iran did not benefit fro~ these royalties whicp were in effect her con­
tribution to the war effort. In th~ l9-$t decade, the total amount of 
royal ties pa.:ld by the Company amounted to some ·: 250 mill;i.on.. In the fir st 
six years of this qecade these royalties were u sed .py the gov-):rnment for 
general. e.x:penses and cop$'t:i,tuted about 10~~ of total government receipts . 
In the laqt four years the t ot al oil rev~nues were allocated for development 
prqjec.ts of' the Seven-Year Plap which should have amounted to about :.145. 
mtl+ion, _ al tl10ugh some port ion of t his amount vvas used for reli~f Q.nd 
other purposes~ 

At no time du.riPg t hiq 4~ye~ period ~id royaity pay~epts exceed 
15% of total r overnment revenues.. The 19 50 oil royalties, tl+e highest 
annual payment received, represent~d 12Jo o.t" total government revenue and 
abo~t h;?, of nationcD. income .• 

2. Comp~viy $pending for Services i n I ran 

From 1911 to 1920 t he labor force was Indian anci VtJry few Iranians 
were employed by the Company, .A s the employment of f or,eign laoor was 
contrary to t he ternis of t he :0 1 #-'tC:Y .Agre~mept, after considerable pressure 
th~ Company stopp~d importing Indian l qoor, anq toward~ the ~nd ~f the 
twenties employed lranian labor ali-lTlost ~xclusively. Payments f,o;r Iranian 
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The Ir~ians are therefore convinced that the Bri ti-sh have no desire 
for a $ettlement except on their own terms. 

The British terms as expre~sed in the Jackson ani:l Stokes offers, 
though, purporting to accept nationalizatiori in ·principle, did n ·. t propose 
to give effect to it -in- practice~ 

. D. The Oil Indu$try in The Ira.nian Economy 

Over the past 40· years, Iran•s lJ-18 -million people have been ·engaged 
principal;ly i~ agriculture and to a limited extent in comme~ce and the 
manufacture of textiles. No heavy industry or raw material produ.ction 

_or proce$stng, Qther thijn oil, exists, despite the availab~lity of raw 
m~teria~sl labor, and acce$s to the sea. 

There is probably no country in th~ worlr.l 114 th comparable resources 
so retarded in its econornic rleve~opment as Iran. Yet it contains · undoubtedly 
the largest s:tngl~ integrated oil operation with the lowest production cost 
in · the worlci. 

V:nat contribution has this oil -industry made to ·the Iranian economy? 

Over a 40'1'-ye°':r period of oii production, Iran received .t.c1-;,l ,~ toy{3.lties 
of ~3 million, say abo\lt, ·,;>435 m:\.lij.on. From l9ll throµgh 1920 no . 
royalties were received from; from 192l tl;lrough 1930, I;ran (receiv~d about 
';~60 mil.lion. This amounted to app:i;ioxirnate:Iry 15% of total Government 
reve:n,ues·, ·in this perioo.. From 1931 to l91.sl Ipan' s :royalties amounted to 
about : .. 125 m:l,llion which, howeVqf, v.rere earmarke<i for the purchase of 
military ~quipment from abroacl. Puring 1forld, War Il th!s equipment Wq.S 

delivered almost ~ntact to th~ 'aritish and Russian forces which occ~pied 
the country~ ~ince no payment was :recelved for this military equipment, 
lran did not benefit from the$e royalties which were in effect her con­
tribution to the wa+- effort~ In the last decade, the total amount of 
royal ties paid by · the Compwiy amounted to some -'_ 250 mill;ion. In the fir st 
six years of this ~ecade these royalties were used py ·the gpvcrnmeqt for 
general eApenses and oon~titu~ed abo~t -l0% of tot~l government receipts. 
In the laqt four ye~rs th~ total oi+ revepue~ were allocat~d fo~ development 
projeqt~ oi' the Seven-Year Plan which should !+ave amounted to about :1•l25 
million, although some portion of this amount was used for relie! and 
o1;,4er purposes, 

At no time d4ring trJ.s 4~ye~ perj,od did rqyaity payments exceed 
15% -of total rpvernment ~evenues. The 1950 oil royalties, the highest 
annual payment receive~, repres~nted 12¼ of tot~l governrnent revenue 4U4 
abo\l t h% of n?, ti cmal income. 

2. Company Spending for Serv~ces in Iran 

From 191i to i920 the labor force was Indian and very few Ira~an$ 
were employed by tne Company, As the employment of fot-ei~n lqbor was 
contrary to the terft1$ o! the D1i+<?;T ,Agreemept, after consideraole pressure 
the Company stopped importing Indiwi l~oor, anq t~w~ds th~ ~nd of thij 
twenties employed lranian labor all7lost ~xclusively. Paym~nt$ for Iranj.an 
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services during these t wo decad:· s amounted to some .. ,10 million •. 

Sales of ster ling from 1930 to 1941 to provide local currency for 
local expenditures averar,: ed about ~375, 000 per aru'11,.1m~ S?.y a tctal of about 
. 16 million for the period.. , __ ri th the cu tbreak of' ;-rorld ~far II the expansion 
in the industry re$ulted in a great increase in t he.: .number of Iranians 
employed and sales of sterling by the Company for 1941-1950 totaled about 
~90 million, or a bout .,JOO ·million for the decade. The Company's sterling 
sales provided valuable foreign exchange to the Iranian economy and, in 
the postwar perioq, constituted a substantial part of the foreign exchange 
earningq of Iran. In 15:50, ;for example, oil royalties, plus sterling 
receiv .:d in payment for local cu:rrency, accounteq f or approximately 60;,o of 
Iran's ,il60 million total for~ign e;x:change earnings. 

The fimres quoted here ~e!er to sales of sterling only, The -actual 
expenditure of t he Company in Iran was mqre because the Company also earned 
rials throurp. the sale of petroleum products and lµbricants ;for . internal 
consumption vrhich by 1950 had increased to over 800,000 tons per annum. 

3..- Impact of the Oil Industry on_ Iran 
I I . ~ 

Under its "mining'' and e;wloitation. policy,. the AIOC contributed 
:relatively little to Iran; a11d moreover·, through political interference 
and domination AlOC prevented. the normal development of local industrt.es . ­
The f:ree :\.mportation of supplies by AIOC sti fle t he grovvth of <iomestic 
production. - For example, -the Company imparted 70, 000 tons of Gement which 
could have Qeep produced locally and competitively . The low wa~e policy 
of AIOC dictated preservation of a low standard of living. · In order to 
eoncentrate on the highly profitable operation of exporting oil, the Company 
refused to establish any by-prodµct i ndustries, normally aqsociateci ~th 
oil ref~ning, which were unavoidabiy less profitable. And, finally, it 
obstruct·ecl the growth of industries which would compete for lo9al labor 
and thereby r~ise wages. As a result, IrGn suf fered the loss of industrial 
dev~lopm~nt. · The .full resµlt ot t , ,e Company's q.omination is potnted out by 
Iranian$ in t he comparison of the economic progress made in. the last thirty 
years 'by Turkey ~- less bountifully epdowed with resou.i•ces, out free :from 
big-company oontrol. 

4.. Can Iran Endure the B+i tish Sanctions? 
. '. . 

th~ out-of~pocket loss to Iran by the stoppage of oii exports though 
of some oonsequeqce G~n oe endured. AS pr eviously stated, the pinch is 
felt p:riinarily in the loss of foreign exchange which will req'\,:dre a. revision 
of Iran's import policy. This revi9;ion,- cutting down imports by .,,;50 
million annually, vn.11 pecessarily eltminate the impott of luA11ries. - . lt 
will also cu;rtaii the imports of s-ugar, textiles, tea q.nd machinery, ·- It 
vtlll not affect the $U.Pply of basi~ f ood staples 1 f uel and housing· wh:ich 
are produced locally. Vf:i,.th some belt-t:lghtening, Iran should be able to 
eno;ure the economic h~c;lshiP.S r esµ;I. ting from the stoppage of oil exports 
and othf,3r sanctions i mposeq. by the British. The marked ris~ in the valu~ 
of Iranian export$ during the past year will alleviate that h~rdship to 
~ome extent.-
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Since oil exports were cut off, the National Oil Company of Iran 
has taken full possession of the industry's plants and facilities •. Foreign 
~xperts,. who have inspected the a bad;µi refine:cy and other facilities, report 
tnat they are being maintained in spick and span oondi tion.. ..The obligation 
of maintaining the facilities and operating them challenges the -11,onor and 
the abiltty of the Iranians, anq,1 "By God, -they are going to do .-a good job 
of keeping tne thing in order". The Kermanshah ~efinery has been kept in , 
continuous operation -- 20., uOO bar:rels daily; also, some uni ,,s of the huge 
.r ... badan r efinery have been ~n operation to supply loo al consumption. Iranian 
emnloyees of th·e former Oil Company have been kept on the job and paid. 
Those not en~,a £: ed in production are ass:i,.gned to maintenance and ~epairs., . 

foreign experts also concede that without foreign technical assistance, 
Iran cap im,mediately prod,uce at tn,e annual rate of 5 mi;l.lio.n tons ( 1/5 of ._ 
capa.ci ty) and 1n th some foreign technicq.]. as$istance up to l5 million tons 
( 3/S of capacity). Any sizable :p;roduction cannot be undertaken by Iran _ 
without first establishing sales outlets and ocear+ transportation. ~·:nile the 
opportunities are limited and di .:ffd'.\..ult to develop, eyer a period of time Iran 
will undoubtedly mak;e some export sal~s despite the opposition of the major 
oil companies~ ·The principal weapon at Iran's d;i.sposa+ -in her struggle for 
markets is the ability to sell at low price~, b~sed on. a low cost of production, 
an~ to accept soft currencie$ in paymentt Conversely, the major oil companies 
are somewhat vulnerable by reason of relatively higher costs anq their 
insisten~e on p~yments in qollars and ste~ling. 

In view of these ci:rqumstances the Company may in the long run fipd it 
advantageo14s •either to purohas~ Irani an oil t hemselves or to assign cer~ain 
markets to I;ran. , 

E. Import~ce of Iranian Oil In 1;:!orid Supplies 

The value of the· lra.nian oil industry and its huge proven resources 
mu~t be measured in terms o.t· st:rategic h 1terests, c1.s well as its relation 
to the world oil indu st,ry. 

1 •. Strategic Intere~ts 
I . i . ' ; I 

The Iranian o:U industry is as · large as the entir.e estimated reserves, 
production and :r~finery capacity of Russia and her sateilites, Because of 
tm.s fact, British and lJnerican petroleum policy musi;, appraise the risk of 
alienating Iranian supplies, formerly consurµed almo$t entirely outsiq.e the 
Russip.n markets~- If the major oil c<;:>mpani es S\lCC~ed iP qontinuipg to shut 
Iranian oil out of its form~r markets, i t is unavoidable that this oil may 
commence to !low in an ever~increa.sing st;reara to Ru,~sian and satellite 
markets ou,tside British and American company control. 

2. Iran's Part of ·:rorlrl Stipplies 
I 

In the shqrt-run view, the world is well established with respect to 
proven res€rves :est1rr.ateq to be over 10•1/2 billion metric ton$. At the 
current rate of production oi about half a billion metri~ tons annually, 
a 20 year supp).y is readily availabl e . Over 1 billion. tons of the world's 
proven reserves are located :i,n Iran and about h~l/2: billion tons in the 
l ii<idle Sa.st generally♦, The balance of the worl <l' s reserves are locatect 
as follows: Uni teq States and· ot her 1'."ester n Hemisphere 5.1,. and other 
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Eastern Hemisphere .9 billion tons. 

In the long-run view of more than 20 years, tt is apparent -that 'the 
adequ.acy of the world's reserves are highly uncertain, and -Iran's 1 billion 
ton$ may become critical~ 

The crude production capacity· of the world is highly flexible. In the 
i:iiddle E,ast, each additional well will bring in f:rom 2 to· 3 million bar.-r.·els 
annually. In the last 12 months a demonstr~tion of this flexibility was given 
when Iran'$ total crude output in 1950 of 240 million be,rrels was replaced 
by increg.sing crude product ion in otiher l.dddle .Sas t countries~ Hol!reve.r.~ ·the 
greatest short-run production flexibility is in the United States. Vith ~ 
normal productio:q rate of 2 biliion barrels annually, a system · of "~l lowables" 
$ht).ts in approximately SO percent of that rate. Thcrefcre, in an emergency, 
an additional l billion barrel rate of production can be achieve1 almost 
immediately by lifting the "allowables". In general, it may be stated that 

·the petroleum industry is well-equipped to meet apy foreseeable crisis of 
sha+t-run duration by the production of crude frqm present proven reserves. 

The _refining s~gnept of the oil indu s-~ry represents 1;.he production 
bottleneck. This is the governor U$e<l by tbe industry to stabilize the 
petroleum market by limiting prpduction, -despite availabl~ reserves and 
cnide producing capacity. The weU,~established policy of the oil indu$try 
is to avoid ~nused r efinery capacity and to assume that in the event of an 
emergenc:y, rationing will be imposed to limit c~vilian cons1.µnpt:$.on :LP order 
.to . mal\e adequate supplies available to the nct).i tary. Phile this poJ,.icy has 
worked in the past, it prorni$es to run into diff icwties in the prolonged 
period of~ cold war in wnich military oonsurnption i~ above porma+ levels, 
and . ci viiian consumption cont:Lm.ies to increase year by year. 

In the short-run, the Irc;1nian oii, industry is -of major -impprtance, 
_prim?ri1Y by reason of the Abad~n r~finery and its hug~- c~pacity of 200 
million barrels per year. This capacity ~$ at.out 3% of the total world 
refineries and abo1,1t 18% of re4'inery capacity in the East~rn Hemisph$re·, 
excluding R~ssia. Th~ Abadan refinery capacity is critical in view of the 
dernantj. for petroleum produ,cts wh~ch ~eeps the vmr).d I s r$fineries operating 
at full capacity. In the event of increased military demands, supplies 
would -fall ~hort of meeting both military and civilian requirements. Although 
an accel~rated refinery e:xpansion program is r..ow under way, it has limitations. 
Machine:ry and materi<fls ~re not ip free S"Uppl y because. of the military 
preparedness program undertaken by the United States and :-~estetn ~urope. 
It may be stat~d t.hat the ex:pansion program i n the next five years can hardly 
do more than keep pace yd th increased ci viltan requirement s., if that.; a.s.'1d 
any inorciina te demard s of the m.i~i tary must be met by a ;rationing .of supplies 
to civilians. 

_3. Jranian Industry Strategically Loc~ted 
Ir~-nian oil has a gre·at er i niportanbe than tnat indicate<l by 

tiromparing its capacity as a p~rcentage of the wor~d industry ... It is 
strategically located to serve the rapidly expanding markets ·of fakistan, 
India and the :t: ar ..:iast on a more eff~cient basis than any othe:r, source· 
of supp4-y.. Its pro.zj..mity to ·these mar kets, i t s low cost of production, 
and the abtlitiy to take local cu;rrenQies in payment,.fl&.ce the indus t ry 
in a formidable iong-run posit~on. I n t he short run,. British and 11:merican 
companies may succeed in blocking Iranian oil sales to these markets by 
virtue of their control of t ransportation and dist;ributioµ, and their 
¥ 
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wi.llingnes~ to incur the exorbitant eA"l)ense of obtaining supplies from the 
United States. However, in the long run; the$e obstacles may eventually 
be overcome hy the common interest of Iran and the consuming coµntr:j.es. 

F. The Issue$ Involved in Reaching a Settlement 

The Ir~nians insist that the settlement of the dispute ni~es upon 
an unqualif ied recognition of natiopalization, to be effectuater.l by proviqing 
for Iranian control of its oil industry and by the sale of its oii at 
seaboard. Negotiations-have broken down because of the Bri tisli refusal 
to accept the new pattefn of a buyer~sel.ler· reiationship anr.l by thair 
adherence to the histcr~cal royality or p:ro!it~sh~ring pattern. If this ne\i 

pattern of buyer~~eller relattonship is a9cepted by the Bvittsh, there are 
three ~~sues to be r~solved: (~) sales term$. (2 ) ·oo~pensation, and 
I , ~ ,3) rnanq.gem~nt. 

l~ Sales Terms 

The Iranians recognize their dependence on British tank~rs and 
marketi~g facilities if export s ar e to be rest or~d to eapac:j.ty leve:).s. 
In order to ·· btaip these fac:i,.lities Ir~"lians are prepared to · accept sa:l,es 
term$ which would compensate t he British and reward the use of these 
facilities in the marketing ·of Iranian refi ned prorl-i.-1- cts. The Iranians are 
ready to offer te:rm$ on :re.fined products below the levels now being paid by 
the AIOC,. They are a~s.o willing to gi vE? recogni t ion to long-te:rm purchase 
contracts and volume sale,s by al+owipg r easonab+e di:scount~. While Ir·anians 
ar~ sens:i,. ~i ve to the gra~ting of a sales mono, oly· to any one company., this 
point may be resolveq by appropriate ~afeguar ds p~:rmitting Iran. the option to 
res~rv~ a p~rc~ntage of output for its own distribution. 

2. Commensation 

The natiopql.ization law ma~es it mandat ory t hat the Government make 
compensation tor ttie oil insta:Irl.ations acquired by nationalizat:;i.on. The 
Irqniq.n Government has propose~ that compensation be determined in 
accordance ~~th the following three ~lternative methods: 

1) Ma.rket value of t pe sha,:res of the Company prior to ncl-tioncµ.ization. 
It is to be noted that, beqa~se of t he rel~t~vely small dividends 
it hqs been paying throughout its history, the market value of the 
Company's shares do not exceed ~150 mil l ion o:r ~:~420 million at the 
cu~rent rate of exchange of 2. 00 t o a '°fJ/; 

Tbe lranians assume tt+e value of t he Company 's installatic,ms in 
I ran to be one-fifth. of its to tal as sets. The compensation due 
to t he . Company would then be ~bout -~30 million or ':;;84 million; and 

2) The method f olloTved by other Government s · including the British 
Governmeit itself in c-ompens~ting pr:j.vate interest s ·whose properties 
have been condemned f or 11ublic use. If the bo·ok value of t he 
installatiQns in I ran i s ad opted as a basis, the compensation payable 
by the Iranian Gover nment would be , cost (~57 million) less 
depreGiation t o date (~29 milli on) as shovm by the Comp~~y 's own 
books, T:t+is 1--ro~l d amo\.lnt t o ~28 million or .r78 million. lf re­
p4cement va:J._ue j_s takeri into considerati on, the c;l.mount would not 
exceed l:,7$ million or ., 210 million . 
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3) r1.ny other method which may be mutually agreed upon • . , 

Against the compensation determined by any of the above methods, 
the Iranian Government claims a valid and recognized right to 20~ of the 
Company's reserves as well as increased royalties retroactive to l9h8 under 
the Supplementary 11greement. These claims exceed -,;140 million. . It · is to be 
noted that in its 1950 fincmcial statement the Company has set up a spec;ia:L 
contingency reserve of f,40,487.,440 or ,,;113,326,832 .for these claims. · 

The Company's attitude is tpat it is entitled to compensatiop for the 
value of the unexpired term of the conc~ssion, as well as for tn~ ~eplacement 
value of the property nationalized~ . Not ope single case· exists where the 
value of a contract has been capitalized and paid for consequent to 
nationaliz~tion. It is generally accepted that the expected future earning 
ability of a concern is ref:I:.~cted in the .mqXket valµe of ·its shares. ·Thus 
Iran by paying co:up~nsation according to the market va:f,.ue of the shares w:i,.11 
have necessarily pa:j.d for the value of the 1J11expi:re<i term of the concession. 
No figure 11as b~en given as to hovJ' much is represented by these cla;i.m~ • . lt 
is the opinion of informed obqefyers th~t the compensation question can be · 
amicably resolved if appropriate saies terms can be negotiated. It woulij 
appear that both sides would wish to avoid the i..,exican experience o! a 
long-wawn out controversy resulting in little· compensat~on for the companies 
and in the stoppage of' oil exports, 

3. · lv.ana,g emen t 

1Nhen this question is isolated from I)oli tic&). consideration, .. it becomes 
readily apparent that it is in the interests of both Iran and the purchasing · 
company to promot~ the efficient man~gement of Iran's int~rnal oil operations. 
VFhile Iranians insist that t he contro:J._ of the industry cannot be delegated to · 
a fof~ign oil .company, .they recognize the need f or the employment of foreign 
e~perts to undertake the management of the major teGhnical and administrative 
opera+,ions of the indust:ry • . The number of such f oreig:q. experts is estimated 
to be 500 to 600~ . Prqblems of organi~ation, management, and the effici$nt 
us~ of such foreign techniciMs under IrqI1ia+1 control, present some qiffi• 
cul ties; however, they are not insµrmotmtable • . The solut:ton to tp.ese prob- .. 
le1¢1 can ·be f~ciiitated by~ ge$t'1I'e of goo~wiil qn the part of the Brittsn 
to inspµ-e · th~ c.onfidence of tn~ Iraniap$, and thus bring about a genuine 
cooperation based on their mutual interdepen~ence, 

VI I. COKCLUSl ON 

Th~ stalemate of th~ iast seven months j_s in fact a b~gaim,.ng GQntest 
between Britain and Iran. In th7.s conte~, the B;ritish have put up a blockade 
against Iran made possibie by their antiGipation of Ameri9a.n dollar aid of 
.600 mill ion a,nnually -,- the amount ·nece~sary ta make up the q.ra~n of 

dollars on .British reserves caused by AIOC purchases of dollar oil to replace 
Abadan exports. Consequently the e:x;ercis~ of th:i,s pressure involves a 
tremendous cost; however , it CB.r,lnot be relied on to produce a solution, 
beoause Iran can eqdure the blockade by curta:i,ling :1rmpo:pt$ wh;i.ch require 
fore~gn exch~g~, So lqng as the stapl e$ ot lif e in Iran are produced 
locally, the blockade cannot s~cceed in starving the cpuntry into submissiop. 
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The strategic and economic interests of the free world are dependent 
on Ira11ian oil. The .Abadan daily ·capacity of 550 thousand barrels cannot 
be repl~~ed despite the inqreased refinery eA-pa.nsion throughout the world• 
V•ith material. ·- ~hortages and pr·oduction fac•ilities committed to defense it 
woulq be q~fficult if not impossible to increase refinery expansion to a 
rate high enough to keep pace with rising civilian and military demands 
and at the same time replace the huge capacity of J:.badan. 

No solutton appears to be in sight unless the British give up their 
historical approach and genuinely recognize the fact of nationalization.·. 
If Bri tai_n. can proceed to. negotiate on a purely commercial basis, . a sales . 
agreement can be reached with Iran under which the Abadan refinery can ~gain 
operate at capacity -r,o the benefit of both Britain and lra.n.t. .. In the. abser,ice 
of a c,ommerical $ettlement, Ir4n has no recourse but to · operate the ind~stry 
on~ limited basis, supplying the requirements of local: consumption, and 
exporting oil to markets not controlled by the major· British and American 
oiJ. companies.. · 

In rec.ent weeks, the International Bank for · Reconstruction apd 
Development has attempted to fin<i a basis on which its facj,lities and good 
offices could be used for the resumption of the flow of Iraniqn oil. · 

The Iranians· are hopeful tnat the Bank will be · able to propose an. 
interim plan, mutually acceptable to ~ran ~nd Great Etit,~in w~ch will 
brea,~ the st~emate. · 

Jn order to comply with Iran's n~t:i,.op.al -pol~cy, tpis interim pl~n 
cc:mnot divorce t~e lranian Government from controi ov~r the industr-J but: 
it should pave tne way for ~£ficient rnan~gement unde.r a competent· ad.mini~ 
tration and prqvid~ ;(or m~imum prcduotion. and the sale of oil by Iran on 
a cQrnmercial basi$ to a distributing organization. 



APPENDIX A 

THE D 'ARGY CONCESSION 

BETWEEN THE GOVERNMENT OF HIS IMPERIAL MAJESTY THE SB.AH OF PERSIA of the 
one part and WILLIAM KNOX D'ARCY of independent means residing in London at 
No. 42 Grosvenor Square (hereinafter called 0 the Concessionnaire") of the other 
part. 

The following has by these prese~ts been agreed on and arranged, viz~:-

ARTICLE 1. 

The Government of His Imperial Majesty the Shah grants to the Concession­
naire by these presents a special and exclusive privilege to search for obtain 
exploit develop render suitable for trade carry away and seli natural gas 
petroleum asphalte and ozokerite throughout the whole extent of the Persian 
Empire for a term of 60 :years as from the date of these presents. 

ARTICLE 2. 

This privilege shall comprise the exclusive right of laying the pipe lines 
necessary from the deposits where there may be found one or several of the said 
products up to the Persian G~lf as also the necessary distributing branches, 
It shall also comprise the right of constructing and maintaining all and any 
wells resefvoirs $tations and pump services accumulation services and distri~ 
bution service$ f actories and other works and arrangements that may be deemed 
necessary. 

,M?;I9~ .;J ..• 
• • ! t 

The Imperial Persian Government grants gratuitously to the Concessionnaire 
all uncultivated lands belonging to the State which the Concessionnaire 1s 
engineers may deem necessary fQr the construction of the ·whole or any part of 
the above-mentioned works. As for cultivated lands belonging to the State the 
Conc~ssionnaire must pu~chase them at the fair and current price of the Province. 

The Government also grants to the Conces$ionnaire the right of acquiring 
all and any othe,r lands or buildings necessary f or the said purpose vtlth the 
consent of the proprietors on such conditions as may be arranged between him 
and them w:i. thou t their being allowed to make demands of q. na tu.re to surcharge 
the prices ordina~ily current for lands situate in their respective localities. 
Holy places vci th all their dependencies wi. t hin a radius of 200 Perpian arcm.nes 
are formally excluded. 

ARTICIE 4. 

As thr~e petroleum mines situate at Schouster Kassre~Chirine, in the 
Province of Ke~manschahan and Daleki near Bouchir ar~ at present let to private 
persons and produ9e an annual revenue of two thou$and tomans for the benefit of 
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the Government it has been agreed that the three aforesaid mj_nes shall be 
comprised in the Deed of Concession in conformity with Article 1 on condition 
that ov~r and above the 16 per cent. mentioned ·in Article 10 the Concession­
naire shall f>$.Y every year the fixed sum of 2,000 (two thousand) tornans to the 
Imperial Government. 

ARTICLE 5. 

The course of the pipe lines shall be fixed by the· Concessionnaire and 
his l!ingineers. 

ARTICLE 6. 

Not-withstanding what, is above set forth the privilege granted by these 
presents shall not extend to t he Provinces of Azerbadjan Ghilan Mazendaran 
Asdrabad and Khoras$an but on the express condition that the Persian Imperial 
Government shall not g:rant to any other person the right of constructing a pipe 
line to the southern rivers or to the South Coast of Persia. 

ARTICLE 7,-

All lands granted by t hese presents to th~ Concessionnaire or that may be 
acquired by him in the manner provided for in Articles 3 apd 4 of these pres­
ents as also ali p~oducts exported shall be free of all imposts and taxes during 
the term of the present Concespion. All material and apparatuses neQessary for 
the exploration working and development of th~ depostts and for the constructi,on 
anQ. development of th~ pipe lines shall enter Persia free of al;J,. taxes and 
Custom House duties. 

ARTICLE 8. 

The Concessionnaire shall immediately send out to Persia anc;l at his ovm 
cost one or several experts wtth a view to thetr exploring the region in which 
there exist as he believes the said products and tn the event of the report of 
the expert being in the opinion of the Concessionnaire o~ a satisfactory nature 
the latter shall immediately send to Persia and at his own cost all the tech­
nica,l staff necessary with the working plant and IUqGhinery :required for boring 
and sinking weils and ascertaining the value of the property, 

ARTICLE 9. 

The Imperial Persian Government authorises the Concessionnaire to found 
one or sev~ral Companies for the work;ing o,f the Concession •. 

The name s "statutes"· and capital of the said Companies shall be fixed by 
the Concessionnaire and the Directors shall be criosen by him on the express 
condition that on the formation of each Company the Concessionnaire shall give 
official notice of such formation t0 th~ Imperial Government through the med~um 
of the Imperial C01mnj_sqioner and shall forv.raro. the ttstatutes n · with in.form.at;Lon 
as to the places at whi.on such Company is to oper&te. S1,1ch Company or 
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C_ompanies shall enJoy all the rights and -privileges granted to the C.oncession­
naire but they must assume all his engagements and responsibilities .. 

ARTICIB 10. 

It shall be stipulated in the contract between the Concessionnaire of the 
one part and the Company of the other .part that the latter is within the term 
of one month as from the date of the formation of the first exploitation 
Company to pay the Imperial Persian Government the sum of ~20,000 sterling in 
cash and an additional su.i~ of ~20,000 sterling in paid-up shares of the first 
Company founded by virt1,1e of the forego:Lng Article, It shall also pay the 
sai(\. Government annually a sum equal to 16 per cent. of the annual net profits 
of any Company or Companies that may be formed in accordance with the .said 
Article . · 

ARTICLE 11. 

The said Government shall be free to appoint an Imperial Commissioner who 
shall be consulted by the Concessionnaire and the Directors of the Compan~es . to 
be formed. He shall supply all and any ~seful information at his disposal and 
he shall inform them of the best course to be adopted in thE? :i,nterest of the 
undertaking. He ~hall establish by agreement with the Conce~sionnaire such 
supervision as he may deem expedient to safeguard the . interests of the Imperial 
Government, 

The aforesaic;l powe:r;s of the Imperial Commissioner shall be set forth in 
the nstatutes" of the Companies to be created. 

The Concessionnaire shall pay the C·ormnissioner thus appointed an annual 
sum of ;bl,OOO sterling for his services as from the date of the formation of 
the first Company. 

ARTICLE 12. 

The workmen employed ~n the service of the Co~pany sh~ll be subjects of 
Bis Iviperial Iv'.faje~ty ·t he Shah except the technical staff such as the )V[ana.ger~ 
Engineers Borers and Foremen. 

AR!ICLE l3. 

At any piace tn which it may be proved that the inhabitants of the country 
now obtain petroieum for their own use the Company must supply them gratuit~ 
ousiy with the quantity of petroleum tpat they themselves got previo~sly. 

SU.ch quantity shal+ be ftxed acGording t9 their own declarations subjec~ 
to the supervision of the local authority. 
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ARTICLE 14. 

The Imperial Government binds itself ·to take all and any necessary 
measures to secure ·the safety and the carrying out of the object of this 
Concession of the plant and . of the apparatuses of which mention is made for 
the purposes of the undertaking of the Company and to protect the represen­
tatives agents and servant$ of the Company. The Imperial Government having 
thus fulfilled its engagements the Concessionnaire and the Companies created 
by him shall not have power under any pretext whatever to claim damages from 
the Persian Government. 

ARTICLE 15. 

On the expiration of the term of the present Concession all materials 
buildings and apparatuses then used by the Company for the exploitation of its 
industry shall become the property of the said Government and the Company shall 
have no right to any indemnity in this connexion. 

ARTICLE 16. 

If ,vith~n the term of t wo years as from the present date the Concession­
naire shall not have established the fi,r 9t of the said Companies authorised by 
Article 9 of the present Agreement the present Concession shall become null and 
void. 

ARTICLE l 7. 

In the event of there arising between the parties to the present Conces­
sion any dispute or difference in respect of its interpretation or the rights 
or responsioiliti~s of one or the other of the parties therefrom resulting 
such dispute or difference shall be su.bmitted to two Arbitrators at Teheran 
one of whom shall be named b~y each of the partieE; cJ.nd to an Umpire who shall 
be appointed by the Arbitrators before they proceed to arbitrate. fne 
decision ot the Arbitrators or in the event of the latter disagreeing that of 
the Umpire shall be final. · 

ARTIC:J:E l8. 

This Act of Concession made in dupltcate is v'lritten in the French language 
and tram~lated into Persian with th~ same meaning. 

But in the event of there b~ing any dispute in relation to such meaning 
the F:rench text shall aione prevail. Teheran Sefer i,19 of the ;Hegire that 
is to say May l901. 



APPENDIX B 

(No. 1) 

CONVENTION CONCLUDED BET.WEEN THE Il-'IPERIAL GOVER~IENT OF PERSIA AND THE 
ANGLO-PERSIAN OIL COMPANY, LIMITED, AT TEHRAN ON 29TH APRIL, 19;3.3. 

fn:,..,,,;;,..-..iu-',~~ ( 
.~. -lJ..'"1i1'1~~~ 

Preamble 

Ft'lr the purpo-se of e~tablishing a new Concession to replace that 
which was granted in 1901 to William Knox D'Arcy, the present Concession 
is granted by the Persian Government ~nd accepted by the Anglo-Persian 
Oil C j!)mpany Limited. 

This Concession shall regulate in the future tne relations between 
the two parties above-mentioned. 

Definitions 

The fnllowipg definitions of certain terms used in the present Agree~ 
mept are applicable for .the purposes hereof without regard to any dif­
ferent meaning which may or might be attributed to those te;rms ;for 
other purposes. 

"The Government" 
means the I.rnpe+ial Government oi Persia. 

"The Company" 
means the Anglo~Persian Oil Company Limited and aJ,.l its subordinate 
companies. · 

"The Anglo-Persian Oil Company Limited" 
means the Ang+o-Persian Oil Company Limitea or any other body arporate 
to which, with the consent of the Government (Article 26), this 
Cnnces~ion might be transferred. 

"Subordj..pa.te Company" 
means any company for which tpe Cqmpany has tne right to nominat~ 
directly or indirectly mere than one~hal! of the d~rectors, or in which 
the Company holds, directly or indirectly, a number of shares suff~cient 
to ass~re it more than 50% of~ voting rights at the General Meetings 
of such a company. 

''Petroleum" 
means crude ~il, natural gases, asphalt, ozokerite, as well as all 
prod~qte obtained eitner from tnese pubstances·or by mixing these 
substances with other substances. 

"Opera1;iions of the Company in Per~ia" 
mean$ all industrj.~~, cQrnnerciai and .technicEµ. 9pe;rations carried on 
by the. Company excl~~iveiy for the purposes of tpis Concessi~n. 
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Article 1 

The Government grants to the Company,on the terms of this Concession, 
the exclusive right, within the territory of the Concession, to search 
for an extract petrole'Ulll as well as to refine or. treat io• any other 
manner and render suitable for commerce the petroleum obtained by it • . 

The Government also grants to the Company, throughout Persia, the 
non-exclusive right to transport petroleum, to refine or treat it in 
any other ma~er and to render it suitable for commerce, as well as to 
sell it in Persta and to export it • . 

Article 2 

(A) The territory of the Concession, .until )1st December, 1938, . 
shall be the territory to the south of the violet line drawn on the map➔~ 
signed by both parties and anpexed to the present Agreement • .. 

(B) The Company is bound,. at latest by 31st· December, .1938, to select 
on the territory above-mentioned one or several areas of sucn mape and 
such size and so situated as the Company may deem s~itable. The total . 
area of the area or areas selected must not exceed one hundred thousand 
English square miles (100,000 square miles), each ii.near mile being 
equivalent to 1,609 metres. 

The Company shall notify to the Governm81t in writmg on 31st December, 
1938, or before that date, the area or areas which it shal). have selected 
as above provided. The maps qnd data necessary to identif~· and define 
the area or areas which· the Company shall have selected shall be attached 
to each notificati,op. 

(C) Afte+ 31st December, .1938, tlle Company .shall no· longer have the 
right to search for an extract petroleum except on the area or are~s 
selected by it under paragraph (B) qbove apd the territory of the 
Concession, afte~ tbat dqte 1 shal.:L inean only the a~ea or areas so selected 
and the selection of which shall have been notified to the Government 
as above provided. 

Article 3 

T{l.e Compa~y shall have the non-exclusive right to con~truct and to 
own pipe-lines. The Company may determine the positiop. of its pipe- . 
lines and operate them. 

Article 4 

(A) Any utUised ianqs be~onging to the Government, which the Company 
shall deem necessary for its operations in Persia and which the Oovern­
ment shall not require for purposes of public utility, ~haJ.l pe handed 
over gratuitously to me Company~ 

The manner of acquiring such l~nds shall be the foliowing: wheneve+ 
any land becomes neces~a:ry to the Company, . it i.s bound to send to the 
Ministry of Finance a map or maps pn wtri,.ch the land .which tpe Company 
needs shall be shown in colour~ The Government undertakes, if :it has 
no objection to make, to give its approval witpin a period of three 
months after receipt of the Companyts request. 

(B) Lands belonging to the Gover:np1ent·, of which use is b~ing. made., 
and wpich tl?,e Compapy shall need, shall be requested of tne Government 
ip the manner prescribed in the preceding paragraph., and the Gov~rn­
ment, in case it shotlld not itself need these lands-and should have no 
object;i.on to mc;1ke, ~ha:U give, wi tnin a pE?riod pf three months, . its 
approval to the s<;11.e asked for by the Company • .. 
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The price of these lands shall .be paid by the Company; suchprioe 
must be reasonable and not exceed the current price of lands of the 
same kind and utilised tn the same manner in the district. 

( C) In the absence of a reply from the Governmen,t to·· request~ under 
paragraphs (A) and (B) above ., after · the expiry o;f ,,&;,wo months fran the 
date of receipt of the said requests, a reminder shall be sent by tbe 
Company to the Government;.. should the Government fa-i.l to reply to such 
reminder within a period of one month, its silence shall be regarded as 
approval. 

(D) Lands which do not belong to the Government and which are neces~ 
sary to the Company shall be acquired by the Company, by agreement with. 
the P~+ti~s ~terested, and through the medium o;f the Government 

*Not printed 
In case agreement should not be reached as to the price~, the Govern­

ment shall no~ allow the owners of such lands to q.emapd ~ pric;e high.er 
than the prices commonly current for peighboring +aflds o;f th~ same 
nature. In valuing suoh la,nds, ~o regard shall be paid to the u~e t~ 
which the Company may wish to put them~ 

(E) Hoiy piaces apd p.istcrical monuments, as well as all places 
and .sites of historical interest are excluded fwm the foregoing pro­
visiops, as well as their ;immediate surroundings for a distance of at 
least 200 metres. 

(F) The Company has the non-exo+usive right to take within the 
territory of the Concessio~, but not else~here, on any unutili~ed 
land oelonging to the State, and to utilise gratuitously fgr all the 
gperations of the Company, any kinds of soil., sand, lime, gypf5um, 
stone and other building materials, It is i.mderstood that if the 
utilisation of th~ said materials were prejudicial to any rights 
whatever of third parties, the Compapy should in4emnify thQse whose 
rights were infringed. 

Article 5 

The operations of the Company in Persia phaU be restricted in the 
following manner; 

(1) the constru~tion of any new railway line and of any new port 
shall be subject to a previous agreement 0etween the Govern­
ment and the Company. 

(2) If the Company m.shes to increase ~ts exist:ing service of 
teleppone, ~legr~phs, wireless and aviation in Persia, it 
shall only be able so to do with t~e prev:i..ous cons~nt of the 
Government. 

If the Government requires to titili~e the meaps of transport and 
cnmmunication of the Company fqr nationai defence or in other critical 
circumstances, it undertakes to imp~de as l;i.ttle as poss;i.ble tl+e 
operations of the Company, and to pay it fair compensati_op !or all. 
damages c~used by the utilisation above-mentioned. 

ArtiQle Q 

(A) The Company is authorised to effect, witnout speciai licence~ 
all imports necessary for the exqiusive needs of its employees on 
payme~t of the ·custom duties md other quties apd taxes in force at 
the time of importation .. . 
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The Company shall take the necessary measures to =prevent the sale o:r the 
handing over of products imported to persons not employed by the Company. 

(B) !he Company shall have the right to import, without special licence, . 
the equipment material,medical and surgical instruments and pharmaceutical 
produqts necessary for its dispensaries and hospttals in Persia, ap.d shall be 
exempt in respect thereof from any Custom duties and other ·duties and taxes in 
force at the time of importation~ or payments of any nature whatever to the 
Persian State or to local authorities. , 

(C) lhe Company shall have the right to import, without any lice~ce and 
exempt from any Custom duties and from any taxe~ or payments o! any nature 
whatever to the Persian State or to local authorities, anything necessary 
exclusively for the operations of the Company in Persia. 

(D) Th~ exports of' petroleum shall enjoy Customs immunity and shall be 
exempt from any taxes or payments of any nature whatever to the Persian State 
or to local authorities. 

Article 7 

(A) The Conpany and its employees shall enjoy the legal protection of 
the Government~ 

(B ) The Governrn~nt shall give, within t he limits of the laws and regu­
lations of the country, all possible facilities for the operations of the 
Company in Persia. · 

(C) If the Government grants concessions tq third parties for the purpose 
of exploiting other mines w:i.thin the territo;ry of the concession, it must cause 
the necessary preca~tions to b~ taken in order that these exploitations do not 
cause any damage to the installations and works of the Company. 

(D) Th~ Comp~ny shall be re.sponsiole for the determination of dangerous 
zones .for the construction of habitations, shop$ and other buildings, in order 
that the Government may prevent the inhabitants from settling there. 

Article 8 

The Company shall not be bound to convert tnto Persian currency any part 
whatsoever of it~ funds, in particular any proceeds of t he sale of its exports 
from Persia. 

Article 9 

'fhe Company $haJ,.l imediately ma~e its arrangements to proceed with its 
operations in the province of Kermanshah through a subsidiary company vJith a 
view to produ,cing and refining petroleum t here~-

.A.rticle 10 

(I) The sums to be paid to the Gov~rnment by tha Comparrff in accordanc~ 
with this Agreement (besides t hose provided in other ~rtioles) ~re fixed as 
follows: 



(a) 

(b) 

(c) 

(II) 

(a) 

(b) 
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an annual royalty, beginning on 1st January, 1933, of four shillings 
per ton of petroleum sold for consumption in Persia or exported from 
Persia; 

Payment of a sum equal to twenty per cent. (20%) of the distribution 
to the ordinary stockholders of the Anglo-Persian Oil Company Limited, 
in excess of the sum of six hundred and seventy-one thousand two 
hundred and fifty pounds sterling (~71,2.50) whether that distribu~ . 
tion be made as dividends for any one year or whether it relates to 
the reserves of that company, exceeding the reserves which, acco:i:ding 
to its books, existed on 31st December, 1932. 

The total amount to be paid by the Company for each calendar 
(Christian) year under sub-clauses (a) and (b) shall never be less 
than seven hindred and fifty thousand pounds sterling (~750,000) • . 

Payments by the Company under this Article shall be made as follows: 

On. 31st March, 30th June, 30th September and Jlst December. of each 
year, on each occasion one h~ndred and eighty-seven thousand five 
hundred pa~nds sterling (~87,SOO). (The payment relating to 
31st March, 1933, shall be made irnmediately after the ratification 
of the present Agreement .) 

On. 28th Feprua:ry, 19J4, and tnereafter on the same date in each year, 
the amount of the tonnage royalty fo~ the previous y~a.r ~rovided for 
in sub~clause (I)(a) less the sum of seven hundred and fifty thousand 
pounds sterltng (~750,000), already paid under sub.clause (II)(a). 

( c) Any sums due to the Governr:1ent under sub-clause (I) (b) of this 
Article shall be paid simultaneously with any distributions to the 
ordinary stockholders. 

(III) On the expiration of this Concef,rnion, as well c;1.s in the case of 
surrender by the Company under b.rticle 25 the Company shall pay to the Govern- _ 
ment a sum equal to twenty per cent. (20%) of: 

(a) . the surplus difference oetween the amount of the reserves (General 
Reserve) of the Ang~o- Persian Oil Company L:i~m.ted, at the date of 
the expiratiop of the Concession or of its surrender, and the amount 
of the same reserves at 31st December, 1932; 

(b) the surplus difference be~ween the balance carried forward by the 
Anglo-Persian Oil Cor;1pany I,.d.mi ted at the date of the expirat:i,on of 
t he Con.cession or of its surrender ~nd the balance carried forward 
by that Conpany at 31st December, 1932. Any payment due to the 
Government under thi$ cl~use shall be made with~n a period 0f on~ 
month from the date of the General Meeting of the Company following 
the expiration or the surrender of the Concession •. 

(DI) The Government shall have the right to check the returns relating to 
sub-clause (I) (a) which shall be made to it at latest on 28th February for the 
preceding year. 
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(V) To secure the Ooverrm1ent against any loss which might result from 
fluctuations in the value of English currency,. the parties have agreed as 
foll0ws: 

(a) if, at any time, the price of gold in .London exceeds six pounds 
sterling per ounce (ounce troy) the payments to be made by the 
Company in accordance with the present Agreement (~rith the exception 
of sums due to the Government under sub-clause (I) (b) and clause 
(III (a) and (b) of this Article and sub .... clause (I) (a) of Article 23) 
shall be increased by one thousand four hundred and fortieth part 
(l~l/440) for each penny of increase of the price of go~d above six 
pounds sterling (~) per ounce (ounce troy) on the due date of the 
payments. 

(b) if , at any time, th~ Government considers that gold has ceased to be 
the general basis of values and that the payments above mentioned no 
longer gi.ve it the security which is intended by the parties, the 
parties shall come to an agreement as to a modification of the nature 
of the security above mentioned or, in default o:t' such an arrangement , 
shall submit the question to the Arbitration Court (Article 22) 
which shall decide wnether the security provided in sub- clause (a) 
above ought to be alt~red and if so, shall settle the provisions to 
be substituted therefor and shall fix the period to which such 
provisions shall apply. 

(VI) In case of a delay, beyond the dates fixed in the present Agreement , 
which might be rnade by the Company in the pa;y111ent of sums due by it to the 
Government, interest at five per cent. (5%) per annum shall be paid for the 
period of delay. 

Article 11 

(I) The Company shall be completely exempt, for its operations in Persia, 
fpr the first thirty years, !rom any taxation present or future of the State 
and of loca.l authorities; in consideration therefor the follmring payments 
shall be made to the Government:-

(a,) During the fj..rst fi., fteen years of this Concession, on 28th february 
of each year and for the f~+st time on 28th Februa~J, 1934, nine 
pence for each of the first six :rrti.llion (6,000,000) tons of petrol­
eum, on which the roya],ty prov,\.ded for in Article lO(I)(a) ~spay~ 
able for the preceding calendar (Christiqn) year, and six pence for 
each ton in excess of the figure of si;x million (6,,000,000) tons 
above defined. 

(b) The Company guarantees that the amount paid under the preceding sub­
clause shall never be less than t wo hundred and twenty-five t housand 
p~~nds sterling (~25,ooo). 

(c) Puring the fifteen years following, one shilling for each of the 
first six million (6,000,000) ton$ of petrole~11+, on which th-~ royalty 
provid~d !or in Article lO(l)(a) is paya.ble for the preceding calen­
dar year, and nine pence for each ton in e;ccess of the figure of 
6,000.,000 tons above defined._ 
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(d) The Company guarantees that the amount paid under the preceding 
sub-clause (c) shall never be less than three hundred thousand 
pounds sterling (~300;000). 

(II) Before the year 1963 the parties shall come to an agreement as to 
the amounts of the annual payments to be made, in consideration of the com­
plete exemption of the Company for its operations in Persia from any taxation 
of the State and of local authorities, during the second period of thirty years 
extending until Jlst December, 1993. 

Article 12 

(A) The Company, for its o:perations in Persia in accordance with the · · 
present Agreement, shall employ all means customary and proper, to ensure 
economy in and good returns from its operations, to preserve the deposits of 
petroleum and to exploit its Concession by methods in accordanQe with the 
latest scientific progress. 

(B) If, within the territory of the Concession, there exist ether 
mineral substances than petroleum or woods an~ forests belonging to the Govern­
ment, the Compa~y may not exploit them in accordance with the present Conces­
sion, nor object to their exploitation by other persons (subject to the due 
compliance -rd th the terms of clause ( C) of 1~rticle 7); but the Company shall 
have the right to utilise the said substances or the woods and forests above­
mentioned if they are necessary for the exploration or the extraction of 
petroleum. 

(C) All boreholes which, not having resulted in the discovery of petrol~ 
eum, produce water or precious substances, shall oe reserved for the Govern­
ment which shall immediately be informed of these discoveries by the Company, 
and the Government shall inform the Company as soon as possible if it wishes 
to take possession of them. If :Lt ¼~shes t9 take possession it shall watch 
that the operatioru;; of the Company be not inpeded. 

Article 13 

The Cor, pany undertakes to send, at its own expense and within a reason­
able time, to the ivli.nist:ry of Finance, whenever the representative of the 
Government shall request it, accurate copies of all plans, maps, sections and 
any other data whether topographical, geological or of drilling, relating to 
the territory of the Concession, which are in its possession.-

Furthermore, t .he Company shall conmn.micate to the Government throughout 
the duration of the Concession all i mportant scientific and techn:Lcq.l data 
resulting from its work in Persia. 

All t hese documents sh?,11 be considered by the Government as confidential. 

Article 14 

(4.) The Government shal~ have the right to cause to .be inspected at its 
wish, at any reasonable time, the technical activity of the Company in Persia, 
and to nominate lor t hi$ purpose technical specialist experts, · 



(B) The Company shall place at the disposal of the specialist experts 
nominated to this end by the Government, the whole of its records relative to 
scientific and technical data, as well as all measuring apparatus and means 
of measurement, and these ~pecialist experts shall, further, have the right 
t~ ask for any inform~tion in all the offices of the Company and on all the 
territories in Persia. 

l'he Government shall have the right to appoint a Representative who 
shall be designated "Delegate of the IPlperial Government." This Representative 
shall have the right-~ 

(l) to obtain from the Company all the information to wnich th~ stock­
holders of the Company are entitled; 

(2) to be present at all the rneetings of the Board ot Pirectors, of its 
conmti.ttees and at all the meetings of stockholders, which have been 
convened to consider any question ari$ing out of the relations 
between the Government and the Company; 

(3) to preside ex-officio, with a casting vote, over the Committee to be 
set up by the Company for the purpose of distributing the grant for 
and supervising the professional education in Great Britain of 
Persian nationals referred to in Article 16; 

(h) to request that special meetings of the Board of Directors be con­
vened at any time, to consider any proposal that the Government shall 
submit to it. These meetings shall be - convened w~thin.,15 days from 
the date of the receipt by the Secretary of the Company of a request 
in writing to that end. 

The Company shall pay to the Government to cover the expenses to be borne 
by it in respect of the salary and expenses of the above-mentioned Delegate 
a yearly sum of tvro th<,msand p01,1.nds sterling (~2, 000) . 11he Government shall 
notify the Conpany in writing of the appointment of this Delegate and of any 
changes in such appointment. 

Article 16 

(I) Both parties recognise and accept as the principle governing the per-,. . 
formance of t his .hgreemGnt t he supreme,. necessity, in their mutual interest, of 
maintaining the highest degree of efficiency and of economy in the administra- . 
tion and the ope~at~ons of the Company in Persia. 

(II) It is, however, unqerstood that the Company shall recruit its arti­
sans as we+l as its technical and cor:1r.1ercial staff from among Per$ian nationals 
to the extent that it shail !ind in Persia persons who possess the requisite 
competence and,. experience. It is likewise understood that the unskilled staff 
shall be composed exclusively of Persian nationals. 

(III) The parties declare themselves in agreement to study and prepare a 
general plan of ye;.1rly and progressive reduGtion of the non~Persian employees 
vti th a view tQ replacing them ir+ the ~hortest possj.ble time p.nd progressively 
by Persian nationals•-
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. (IV) The Company shall make a yearly grant of ten thousand pounds ster­
ling in order to give in Great Britain, to Persian nationals, the professional 
education nec_essary for the oil :\,ndustcy. 

The said grant shall be expended by a Conunittee which shall be constituted 
as provided in Article l5. 

Article 17 

The Company shall be responsible for orgarus1.ng and shall pay the cost 
of the provision, control and upkeep of, sanitary and public health services, 
according to the requiremen4s of the most modern hygiene practised in Persia~ 
on all the lands of the Conipany and in all buildi!'lgs and dwellings, destined 
by the Company for the use of its ernployees, ;Lncluding the worlL'11en employed 
within the territory of the Concession. 

Article 18 

Whenever the Company shall make issues of shares to the public, the 
subscription lists shall be opened at Tehran at the same time as elsewhere. 

Article 19 

The Company shall sell for internal consumption in Persia, including the 
needs of the Government, motor spirit, kerosene and fuel oil, produced from 
Persian petroleum, on the follovrl.ng basis:-

(a) On the first of June in each year the Company· shall aQcertain the 
average Roumanian f.o.b. prices for motor spirit, kerosene and fuel 
oil and the average Gulf of Eexico f.o.b. prices for each of these 
pro~ucts during the prece~ing period of twelve months ending op 

· Joth April, The lowest of these average prices shall be selected. 
Such prices shall be the ''basic price$" for a period of one year 
beginning on 1st June~ The ·11basic prices" shall be regarded as 

. being the prices at the refinery. 

(b) 'I'he Company $hall ~ell: (1) to the Gove:rnment for i.ts own needs, 
and not for resale, motor sptrit, kerosene and fuel oil at the basic 
prices, provided in $'I.lb-clause (a) above 1 with a deduction .of twenty­
five per cent. (25%); (2) to other consumers at the basiG priGea 
with a deduction of ten per cent.. (10%). 

( c) 'rhe Company shall be e,nti tled to add to the basic prices mentioned_ 
in sub~clause (a), all actual costs of transport and of distribution 
and of sale, ap well as any imposts and taxes on the said products. 

(d) The Governm~nt shall forbid the export of the petrolewn products 
sold by the Company under the provisions of this article ... 

Article 20 

(I)--(a) During the last teq years of the Concession ·Qr during the two 
years from the notice preceding the ~urrender of the Concession provj,ded in 
Artiol~ 25, the Company qhall not sell or othenr,ise alienate, except to s~br 
ordinate companies, any of its im.movabie prqpertie·s in Persia~ During the 
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same period the Company shall not alienate or export any of it.s movable 
property whatever except such as has become unutilisable. 

(b) During the whole of ·the period preceding the last ten years of the 
Concession, the Co.i:ipany shall not alienate any land obtained by it gratuitously 
from the Goverrnnent; it shall not export from Persia any movable property 
except in the case when such property shall have become unutilisable or shall 
be no longer neces$ary _for the operations of the Company in -Persia. 

(II) .A.t the end of the Concession, v,rhether by expiration of time or other­
vrise, all the property of the Company in Persia shall be.come the property of 
the Government in proper working order and free of any expenses and of any 
encumbrances. 

(III) The expression ttall the property" comprises all the lands, buildings 
and workshops, constructions, wells, jetties, roads, pipe-lines, bridges, 
drainage and water supply systems, engines, installations and equipments 
(including tools) of any sort, all means of transport and corrnnunication in. 
Persia (including for exrunple automobiles, carriages, aeroplanes), any stocks 
and any other object$ in Persia which the Cor.1pany is utilising in any manner 
whatsoever for the objects of the Concessi on. 

Article 21 

The contracting parties declare that they base the performance of the 
present Agreement on principles of mutual 6ood will and good faith as well 
as on a reasonable interpretation pf thj_s Agreement. 

The Company formally undertakes to have regard at all tiµies and in all 
-places to the rights, privileges and interests of the Government and shall 
abstain from any action or omission which might be prejudicial to them. 

This Concession shall not be annulled by the Government and the terms 
the1'ein contc1rined shall not be altered either by general or special legislation 
in the future, or by adrrdnistrative measures or any other acts whatever of the 
executive au~horities. 

Article 22 

(A) Any differences between the parties of any nature whatever and in 
particular any differences arising out of the interpretation of this Agreement 
and of the rights and obligat:Lons therein conta:Lned as well as any differences 
of opim.0n which may c1rrise relative to questions for the settlement of which, 
by the _terms of thi$ Rgreement, the agreement of both parties is necessary, 
shall be settled by arbitration. 

(B) . 'rhe party which requests arbitration shall so notify tp~ other party 
in wri t:i,.i1g. Ead1 of t he parties shall appoint an arbitrator, and the two 
arpitrators, before proceeding to arbitration, shall appoint an ~mpire. If 
the two a,rbitrators cannot, within two months, agree on the person of the 
umpire, the latter shall be no ,1inated, at the request of either of the parties, 
by tp.e President of the Permanent Qourt of · Interna tion~l Jus~i_ce. If the 
President of the Permanent Court of Internationa~ Justice belongs to a 
nationality or a country which, 1rn accordance with clause (C), is not qualified 
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to furnish the umpire, the nomination shall be made by the Vice-President of 
the said Court •. 

(C) The umpire shall be of a nationality other than Persian or British; 
furthermore, he shall not be closely connected with Persia or with Great 
Britain as belonging to a dominion, a protectorate, a colony, a mandated 
country or other· country administered or occupied by one of the two countries 
above mentioned or· as being or having been in the service of one of these 
countries. 

(D) If one of the parties does not appoint its arbitrator or does not 
advise the other party of its appointment, within sixty days of having received 
notification of the reque;it for arbitration, the other party shall have the 
right to request the President of the Permanent Court of International 
JJ.stice (or the Vice-President in the case provided at the end of clause (B)) 
to nominate a sole arbitrator, to be chosen from among persons qualified as 
above mentioned, and in this case the difference shall_ be settled by this sole 
arbitrator. 

(E) Tte procedure of arbitration shall be that f ollaw-ed, at the time. of 
arbitration, by the Permanent Court of International Justice. The place and 
time of arbitration shall be fixed by the u..mpire or by the sole arbitrator 
provided for in clause (D), as the case may be. 

(F) The award shall be based on the juridical principles contained in 
Article 38 of the Statutes of the Per.manent Court of International Justice. (1 ) 
T:nere shall be no appeal against the award. 

(G) The expenses of arbitration shall be bor~e in the manner determined 
by the award. 

Article 23 

(I) In full settlement of ail the claims of the Governm~nt of any nature 
in respect of the past until the date of coming into force of t;his Agreement 
(except in regarci. to Persian taxation), the Company: (a) shall pay vdthin a 
period of thirty days from the said date the sum 9f one million pounds sterling 
(~,000,000) and besides (b) shall settle the pa:,nnents due to the Goverru:ient 
for the financtal years 1931 and 1932 on the basis of Article 10 of this 
Ag~eement and not on that of the former D'Arcy Concession, after deduction of 
two hundred thousand, pounds sterling (~00, 000) paid in 1932 to tne Government 
as an advance against the royalt\es and ~13,403 3s. 10:l. placed on depo$it 
at the disposal of the Government. · 

(II) Within the same period, the Company shall pay to the Government il). 
full settlement of all its claims- in respect of taxation for the period from 
2lst March , l930, to 31st Decemb~r, 1932, a sum calculated on the basis of 
sub~clau~e (a) of clause I of £rticle 1+1 but without the guarantee provj.ded 
in sub~clause (b) of the same clause. 

(1) Treaty Series No. 67 (1946) Cmd . 7015. 
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Article 24 

If, by reason of the annulment of the D'Arcy Concession, litigation should 
arise between the Company and private persons on the subject of the duration 
of leases m~de in Persia before 1st December, 1932, within the limits allowed 
by t he D'Arcy Concession, the litigation shall be decided according to the 
rules of interpretation following: 

(a) lf the lease is to determine, according to its terms, at the end of 
the D1Arcy Concession, it shall retain its validity until 28th May, 
1961, notwithstanding the annulment of the said Concession • . 

(b) If it has been provided in ~he lease that it shall be valid for the 
duration of the D1~rcy Concession and in the event of its renewal 
for the duration of the renewed Concession, the lea$e shall retain 
its validity until 31st December, 1993. 

Article 25 

The Company shall have t he right to surrender this Concession at the end 
of any Christian calendar year, on giving to the Government notice in writing 
two years previously. 

On the expiry of the period above provided, t he whole of the property of 
the Company in Persia, defined in Article 20, (III) shall become free of cost 
and without encumbrances the property of the Government in proper working order 
and the Company shall be released from any engagement for the future~ In case 
there s liould be disputes between t he parties concerning their engagements 
before the expiry of t he period above provitj.ed the differences shall be settled 
by arbitration as provided in .11.rticle 22. · 

Article 26 

This Concession is granted to the Company for the period beginning qn the 
date of its coming into force and ending on 31st December, 1993~ 

Before the date of t he 31st December, 1993, this Concession can only come 
to an end in t he case t hat the Company should surrender the Concession (Article 
25) or in tl)e case that t he ,hrbitration Court shwld declare the Concession 
annulled as a consequence o.f default of the Company ;i.n the performance of the 
present Agreement. 

The following cases only shall be regarded as default in that sense: 

(a) If any sur,1 awarded to Persia by t he Arbitration Court has not been 
paid within one month of the date of t ne award. 

(b) If the voluntary or compulsory liquidation of the Company be decided 
upon, 

In any other cases of breach of t he present Agreement by one party er the 
other the Arbitration Court shall establish the responsibilities and determine 
their consequences. 
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Any transfer of the Concession $hall be subjeot to .confirmation by 
the Govermnent. 

Article 27 

This Agreement shall come into force after r~tification by the Ma.jlis 
and propmlgation by Decree of His Imperial Majesty the Shah. The Govern­
ment undertak~s to submit this Agreement, as soon as possible, for 
ratification. .by the Hajlis .. 

Made at Tehran the tw~nty-ninth April one thousand nine hundred and 
thirty""three . 

• 
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APPENDIX C 

(No. 2) 

S UPPI.El1IBHTAL AGREEMENT BETWEEN THE IMPEi~IAL IRANIAN GOVERNJvEIJT AND THE 
ANGLO-IRANIA..1\J OIL COMPANY, LIMITED, HADE AT TEHRfilT ON 17TB JULY, 1949 

Whereas 6n 29th April, 1933, an Agreement (herein called "the 
Principal .Agreement") was entered into between the Imperial Government 
of Per~ia (now known as "the Imperial Iranian Gover:nnlent") of the one 
part and the Anglo~Persian Oil Company, Limited (now known as the 
"Anglo-lranian Oil Company, Limited") of the other part which este.blish~d 
a Concession for the regulation of the relations between the two parties 
above mentioned 

And whereas the Goverrnnent and the Company have after full and 
friendly discussion agreed that in view of the changes in economic 
conditions brought about by the World War of 1939-1945 the financial 
benefits accruing to the Government under the Principal Agreement should 
be increased to the extent and in the mann~r hereinafter appearing 

And whereas for this purpose the parties have agreed to enter into 
a Supplemental Agreeme:n,t:-

Now it is hereby agreed between the Imperial· Iranian Government and 
the Anglo-Iranian Oil Company, Limited, ~s follows:-

1. This Agreement is supplemental to and shal~ be read with t he 
Principal Agreement. 

2. A:4y of the terms used h(;l:rein which have been defined in the 
Principal Ag~eement shall have the same meaning as in th~ Principal 
~greement, save that, for th~ purposes of this Agreement, all references 
in the Principal Agreement to Persia, Persian, the lrnperial Government of 
Persia and the Anglo-Pers ian Oil Company, Limited , shai1 be read as 
referenc~s to Iran, Iranian, the 11Jlperial Iranian Governme~t anq the 
Anglo~Iranian Oil Company, Limit~d, respectively and the reference$ to 
the Permanent Court of Int~rna.tional Justice shall be read as references 
to t he International Court of Just;ice established by the United Nations. 

3.--(a) In reE$pect of the calend,ar year ended 31st December, 1948, 
and thereafter, the rate of the annual royalty payable to the Government 
under sub-0lause (I) (a) of Article 10 of the Principal Agreement shall 
be increa.sed from four shillings to s i x shillings per ton of petroleum 
sold for consuraption in Iran or exported from I r an. 

(b) The Compan.y shall within a period of t hirty days from the .. date 
of com:i,nz into force of this Agreement, pay to t he Gover:nn1ent the sum of 
t hree million three hundred and sixty-four thousand four hundred and 
fifty-nine pounds sterling (~3,364,459), as a retrospective application 
to cover the calendar year ended 31st Dec~nber, 1948, of the modifica­
tion introduced by sub-clause (a) of this Clause 3, 1;,aking into account 
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the provisions of sub-clause (V) (a) of Article 10 of the Principal Agree~ 
ment. 

4.~-(a} In order that the Government may receiv~ a greater and more 
certain a.nd more immediate benefit in respect of amounts placed to the 
General Reserve of the Anglo-Iranian Oil Company, Limited, than that 
provided by sub-clause (I) (b) and sub-clause (III) (a) of Article 10 of· 
the Principal Agreement, the Comp~ny shall pay to the Governln.ent in 
respect of each aino~nt placed to the General Reserve of the Anglo-Iranian 
Oil Company, Lim~ted, in respect of each financial period for which the 
accoi.mts of that company are m&de up (starting with the financial period 
ended 31st December, 1948) a sum equal to twenty per cent (?0%) of a 
figure to be arrived at by increasing the amount placed to General 
Reserve (8is showp by the published accounts for the . financial period in 
question) in the same proportton as twenty shillings sterling (s.20/-) 
bear the difference between twenty shUlings sterling (~.20/..-) and the 
Standard Rate of Bri t:ish :Cncom~ Ta,.x j,n force at the relevant dat.e. 

The relevant date shall b~ the date of the final distribution to the 
Ordinary Stoc!{holders :Ln respect of the financial period in quest.ion, or, 
in the event of there being no such final dist+ibution, ~ date one 
calendar month after the date of the Annual General Heeting at which t~1e 
accounts tn question were pr~sented. 

Examples of th~ impl~mentation of the principle set out in this sub~ 
clause (a) have been agreed between the p?-r-ties hereto and are set out in 
the Schedule to this Agreement. 

(b) If iµ respect of any financial period for whioh the accounts of 
the Anglo-Jrarlian Oil Company, Lim~ted, are made up (starting with the 
financial period ended 31st December, l948) the total amount payable by 
the Company to the Goverru~~nt under s~b-clause {~) of this ciause 4 and 
sub-clause (I) (b) of Article 10 of the Principal Agreement shall be 
less than four million pounds sterling (~1000,000) the Company shall 
pay to the Government the difference between the said total amount and 
four million pounds sterling (~,000,000). Provided, however, that if 
during any such financial period the Company shall have cease¢l, owing 
to events outside its control, to export petroleiun from Iran, the amount 
pa:.:rable by the Company in respect of such period in aocordanc~ with the 
foregoing provisions of this sub-clause (b) shall be re&uced by a suin 
which bears the same proportion to such runount as the period of such 
cessation bears to such financial period. 

(c) Any sum due to the Gov~rnment in re~pect of any finai1ciq.l period 
under sub-Glause (a) or sub~clause (b) of this Clause 4 shall be paid on 
the relevant date appropriate to that financial periodf> 

(d) The provisions of Clause (V) of Article 10 of the Principal 
Agreement shall not apply to any payments made by the Company to the 
Government in accordance with ~ub-clause (a) or sub~clause (b) of this 
Clause 4. 
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5.--(a) In respect of the sum of fourteen million pounds sterling 
(~14,000,000) sho~m in the Balance Sheet of the Anglo-Iranian Oil 
Company, Limited, dated 31st Dece.t.1ber, 1947, as constituting the General 
Reserve of that company, the Conpany shall, within a period of thj_rtJr 
days from the date of coming into force of this Agreemei1t, pay to the 
Government tne suri1 of five million and ninety thousand nine hundred and 
nine pounds sterling (~5,090,909). 

(b) !he provisions of Clause (V) of Article 10 of the Principal 
Agreement shall not apply to the payment to be made by the Company in 
accordance with sub-clause (a) of this Clause 5. 

6~ The payments to be 1:1ade by the Cor.1pany under Clauses i f, and 5 
of this Agreement shall be in lieu of and in substitution for-"" 

(i) any payments to the Govern.~ent under sub-clause (I) (b) of 
Article 10 of the Principal Agreei:lent in respect of any 
distribution relating to the General Reserve of the Company, 
and 

(ii) any payment which might become payable "by the Company to the 
Government in respect of the General Rese;rve under sub.clause 
(III) (a) of Article io of the :Principal Agreement on the 
expiration of the Concession or in the case of surrender by 
the Company under Article 25 of the Principal Agreem~nt. 

7.--(a) In respect of the calendar year ended 31st Decenber, 1948, 
and thereafter, the rate of payment to be made by the Company to the 
Gover:qment in apcordance with sub~clause (I) (c) of Articl~ 11 of the 
Principal Agreement which relat$s to the payment to be maq.e in respect 
of the exceos over 6,000,000 tons shall be increased from ninepence to 
one shilling. 

(b) The Company shall, within a period of thirty days from the date 
of coming into force of this Agreement, pay to the Government the sum 
of three hundred and twelve thousand nine hundred pounds steriing 
(~312?900), as a retrospective application to cover the calendar year 
ended 31st December, 1948, of the modifioation i,ntroduced by sub-clause 
(a) of this Clause 7, taking into account the provisions of sub-clause (V) 
of Article 10 of the Prin9ipal Agreement. 

8.--r(a) At the end of sub-clause (a) of Article 19 of the Principal 
Agreement there shall be added a para.graph in the following terms: "If 
at any time either party shall consider that either Roumani~n pr:i,.ces or 
Gulf of He:xico · prices no lonGe:c provide suitable standards for fixing 
'basic prices,' then the 'basic prices' shall be determined by mutual 
agreement of the parties, or in default of such agreen(3nt bjr arbi t;ra tion 
under the provisions of Article 22. The 'basic prices' so determined 
shall become bindinG on botp p~rties by an agreement effected by 
exchange of letters betwe,en the Govei--nment ( which shall have f\l.11 
capacity to enter into such an e.greement) and the Company." 
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- (b) As from 1st -June, 1949, the prices at which the Company shall 
sell motor spirit, kerosene and fuel oil, produced from Iranian petroleum 
to consumers other than the Government for internal consumption in Iran, 
shall be the basic prices with a deduction of twenty-five per cent. (25%), 
instead of a deduction of ten per cent (10%) as provided in sub-clause 
(b) of ~rticle 19 of the Principal Agreement. 

9. In consideration of the p~yment of the above sums by the 
Company the Government .and the Company agree that all their obligations 
one to another accrued up to 31st December, 1948, in respect of -sub~ 
clau$e l (a) and sub-clause l (b) of Artic1e ·10 and in respect of 
Article 11 of the Principal Agreement and also in re~pect of the General 
Reserve ha.ve been fully discharged. 

lO, Subject to the provisions of this Agreement, the prov;isions of 
the Principal Agreement shall rema~"'l in full force and effect • . 

· ll. This Agreement shall come into force. after -ratification by the 
118.jlis and on the date ·or its promulgation by Decree of His Imperial 
Majesty t he Shah. The .Government t1.+1dertakes to submit this ,Agreement, 
as .soon as possible, for ratification by the Ma.jlis. · 



APPEHDIX D 

TEXT OF LAW 
REGULATING THE l'TATIONALIZATIOE OF THE OIL INDUSTRY 

1. For the purpose of regulating the execution of the Law of 21:-th 
and 29th Esfand which nationalizes. the Oil Industry throughout the 
country, a J,.fixed Board shall be for:u1ed. This Board shall consist of 5 
members of the Senate and 5 D$puties of the ~Jajles to be elected by 
each of these two Houses, the Minister of Finance or his deputy, apd 
one other person to be selected by the Government. 

2. 1,Tnder the supervision of the Mixed Board the Goverr'l..pient is 
charged to remove forthwith the former Anglo-Iranian Oil Company from 
control of the Oil Industry of the cou,nt~J; . should the Company make its 
claim for compensation an excuse to for~stall prompt delivery, the 
Gov~rnment may deposit up to 25~t of the current income, less cost of 
production, in the Bank Melli or any Ba.."'1.k acceptable to both parties to 
secure the claim. 

3. Under the supervision of the 1'-'li~:ed Board the Government is 
cnarged to investisate the lawful and rightful clai~s of the Government, 
as well as those of the Con~pany, to report its views thereon to the two 
Houses of Parliament and upon approval 3ive effect thereto, 

4. From Esfand 20th 1329 (l'~rch 20th, 1951), wh~n the Bill for the 
nationalization ~f the Oil Industry received the ratification of the 
Senate, the Iranian nation being lawfully entitled to the entire earnings 
derived from Oil and Oil Products, the Governrnent, under t he supervision 
of the Hixed Boa.rd, is charged to investic;ate anc check the accounts of 
the Company; sinilarly, the Mixed Board nru.st meticulously supervise the 
exploitation of the Oil resources from the date thj,.s Law went into 
effect until the appointment of a Board of H~.nagement. 

5. As soon as possible, the Nixed Board shaJ,.l prepare the Charter 
of the Natfonal Oil Company including t herein provision for the appo:int­
ment of a Board of Ha~agement and e. Board of Technical E:~erts; such 
Charter shall be submitted to the tvo Houses for their approval. 

6. For the purpose of eradually replacinr; foreign technicians by 
Iranian technicians, the Mixed Board is charged to draw up regulations 
for the annual selection, throueh competitive examinations, of students 
to be sent abroad for education, traini~£ and e1cperience in the various 
branches of the Oil Industry; these regc.lations after beipg approved by 
the two Houses shall "be put into effect by the Iiinistry of Education. 
The cost of training t~ese students shall be paid out of the oil -
earnings. 

7. Po.rchasers o~ th~ products of the Oil Fislds from which th~ 
former Anglo,-Iranian Oil Company has been renoveq can hereafter purchase 
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annually at current world market prices the sarae quantities purchased by 
them annually during the period commencing from the beginning o-r' 1948 up 
to 29th Esfand 1.329 (20th March, 1951). For additional quantities they 
s.hall enjoy priority, other conditions being equal • 

8. All proposals of the Hixed Board shall be delivered to the 
Majles anc. if approved by its Oil Co:mr;1ission the latter shall submit a 
report thereon to the Najles for ratification. 

9. The Mixec1- Board must complete its· work within three months of 
the approval of this Law and submit a report of its• actions to the 
Majles in accordance with Article 8. Should the Boa.rd need a longer· 
period of time it may ask for an e;~ensfon, givlng adequate reasons 
therefor. 
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APPEEDIX E. 

ANGLO-IRANIK J OIL GIWUP 

Consolidated balance-sheets of the Anglo-Ira.:1ian Oil Company for 
the past two years (at Deceraber 31), together with group profit and 
loss accounts, are c·ompared in the following tables:-

CONSOLIDATED PROFIT AND LCSS 
ACCOUNTS 

Trading profit (a) ••••·•···•·••••••·••••• 
Divs fi · from sub. cos. not cons. • •••••••••• 
Divs. and int. fron allied cos., etc. •••• 
Int. on British Govt. etc., securities ••• 

Profit before U.K. tax •••••••• , •••••••••• 
Deduct U . K. tax •• , • ., ....................... . 

~Iet profit •••• , .............................. . 
Deduct: 1-Jinori ty interest ••••••••••••••• 

Retained by sub. cos.. • •••••••••• 

Net profit of Anelo-Iranian •••••••••••••• 

To Preference stock reserve •••••••••••••• 
To general reserve •••···•·••••••••••••••• 

............................... 
Available balance ••••·••••••••••••••••••• 
Dividenos pa id: 

Preference •··············•••••·•·••·••• 
Ordinary 

Carried forv-rard by .Anglo-Iran1an ••••···•• 
Add bala.nces of sub,. co s . • ••••••••••••••• 

Carried f ort•:&rd by group ................. 

1949 
I, 

38, 666,485 
925,205 

1,253,207 
4.39,493 

41, ~84,, 390 
22, 840,181 

18, 41:-4, 209 
75,996 

(b) 21, 803 

18,390,016 

1, 000,000 
10,000,000 

7,390,016 
1,608,438 --8,998,454 

1,071, 23/i-
6, OL:.l, 250 ---
1, 885,970 

666,701 

2,552,671 

1950 
i, 

81,300,622 
950,223 

2,018,563 
196, S:J4 

84,466,342· 
50,706, 880 

33,759,462 
84,048 

572,8/4.2 

33,102, 572 _ 

1,000,000 
25,000,000 

7,~02,572 
1, 885,970 

8,988,542 

1,071,234 
6, 04.1, 250 

1,876,.058 
1,120,231 

2,996,289 

(a) After charging ro:ral t~, and prov1s1.on for special contingencies, 
aa1ni .. 1istra tion and other e}::pendi ture , in,cludinG: de pre cia tion on fixed 
assets ~0,146,117 in 1950 (tl7,773,2l6); amount written off oil 
exploration interests ~1,299,255 (~5{ 580, 70/4.); and provis ;ion for survey 
repairs ~2,750,000 (~l,000,000). (b; Credit. 
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CONSOLIDATED BALANCE-SHEE'IS 

LIABILITIES--

Issued. capi ta .. l ••......•....•.... ~ -~ .• ~. • •.••••• 
Pref. stock reserve ·- ••••• · •••••• ~ •• ~ ••• ~ ••• ~ ~ ~ ~ • · 
Revenue reserve and surplus: 

General ••••••••••••••••••••••••••••••••••••• 
Development and other res. sub. cos •••••• ~~. 
Proftt and loss accounts ••·•••••••••••••~•~~ · 

Excess on consolidation ••··••·••·•••••~••••••• 
lvlinority interest ••·•••••••••••••••••••••••••• 
Future tax •••···••···••••••••••••••·•••••••••• 
Special contingencies ••••••••••••••·••••,••••~ ­
Current liabilities and ·provisio~s: .. 

Creditors and tax •••••·•••···•••:••••••••••• 
Provisions, contingencies ••••·•••••••••••••• 
Dividends (net) •• -~ •••••••••• ~ ••••••••••••• ~. 

ASSETS-

1949 

~ 

32,843, 752 
7,000,000 

L~O, 000, 000 
1~48,414 

2,552,671 
1,226~696 

169,606 
17,288,515 --
98,395,295 

/4., 654,111 
3,253,950 

land, oil .wells, refinerie$, e_tc. (a} .• .. ••••~•-•·• 
Tankers ., etc. (b) ••••••••••••••• ·.- •••••••• , ••• . 
Sub~ · cos. not consolidated and allied cos.- ·· •• , ~ · 
Inve$tments in exploratiop and producing cos.(c) 
Current ·assets: 

37,870,816 
10,087,306 
27,182,868 
~2,658,828 

Stocks of stores and materials ••···••••••••• . 
Stocks of cr\lde oil, products, etc, ••••••••• • 
Debtors, etc, ~ . • ~~;••···••··••••··•••·•••••••• . 
Int. and di VS. ·~ccrueid .••..•••...••..•••••.•• 
Tax certs. • . • • • .•.••••••• " ••• , •• , .••.••••••• 
Quoted investments (d) • , • • •• , ·, · ••• • •••••••••• 
Cash ••••••••·•····•••••••••••••~~ •• ~.~~ •• ~~. 

Balance-sheet totals ··-~·•···················· 

6 t..' 25,4 9,o50 
12,446,090 
J0,371,324 

701,264 
8,Jll,625 
4,209,365 

28,523,874 
....,....,._-,----,.,.. 

207,833,010 

1950 

~ 

32,843,752 
8,000,000 

65,000,000 
567,8Li-9 

2,996,289 
1,222,718 

171,301 
41,059,457 
40, ii-87, /440 

65,553,477 
7,470,959 
3,121,178 

L~2, 081, 585 
13,350,334 
35,966,228 
12,505,078 

26,372,492 
15,645,028 
37,365,993 
, 693,107 
30,000,000 
3,553,828 

50,960,747 

------
268,494,420 

(a) After ~4,220,9i3 depreciation in i950 (~72,353,012); (b) .After 
~7,682,583 (t/4.0,016,215) depreciation; (c) Ai"te~ .. dE;ic11.1eting d:ipl;?l6,488 
(±,20,420,450) written off; (d) Harl:et value ;J,789,616 (~,664,884) •. · 
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Anglo-Iranian Oil Co., ~ssets 

Refineries:~ Abadan, Iran, 24,000,000 tons annual oapacity; . ttaifa, 
Palestine, 4,000-,000 tons, operated by Consolidated Refineries, Ltd., an 
allied company in ·which Angl<>-Iranian hold half interest; L1Avera, . near 
1-~artigues; Southern France, 1,400,000 tons, and Dunkirk, Northern h·ance, 
J00,000 tons, controll~d by Societe Generale des Huiles de Petrole, an · 
allied company; Hamburg, G~rmany, 600,000 tons; Porto ·l'iarghera, Venice, 
Italy, controlled by Industria Raffinazione Olii l:Iineral;i, an · allied · 
~ompany; Lla.ndarcy, near Swansea, ~,100,000 tons, operated .by National Oil 
Ref'treries, Ltd,., a subsidiary company; Grangemouth, Scotland, . 650,000 tons 
operated by Scottish Oiis, Ltd., a subsidiary company. A new refinery for 
the ma:nufacture of Ghemi~al$ from petroleum is being built adjacent to the 
Grangemouth refinery by British Petroleum Cqemic.al$, btd., in which Anglo"'!" 
J;:rania.n hold half interest; Laverton, near r ;elbourne, 1~01000 tons, operated 
by Commonwealth Oil Refineries, Ltd., in which AnglQ-i-Iranian 'hol.d half · 
interest; Kerman shah., Iran, 100,000 torn;,, operated by Kermanshah Petroleum Co~, 
Ltd • . , a subsid:j.ary; .JUwand., Iraq, 320 ,000 tons, operated by Khanaquin Qil Co., 
Ltd., . a su.bsid;La:ry._ Arrangem~nts have b~en completed for the construction of 
a new refine:ry of ~,000,000 tons per annum throu~hput · capacity wit.ha full 
range of products, on the Tha.."!les Estuary in the Isle of Grain ?,rea of · Kent~ 

Sl'\are Interests: ~ The company, through its 9Ubsidiary, the DJ Arey 
E:Xplor·ati'6n ·Co~) ·ttd •. , ( of which the· compaµ:,r !+olds all the ~api ta:).) hoJ_d~ 23 .3/4 
per cent of the share$ ·9t the Ir~q Pet~oleurn Co., Ltd., also of Petrol~um 
Concessions, Ltd., and a$Soc:j.ated companies such ctS Petroleum Development 
( '-la taf) , L tc.'i. , Petroleum Development t Truci,.aJ_ Coast), : i,td. , Petroleum De_velopment 
(Oman, and Phofar) Ltd., and either by itselt or through s~b~idiary companie~ 
holds the whole of th~ issued share capita+ of British Tanker Co., Ltd~, 
Tanker Insurance co,., ·Ltd., Angio-Bahamian .Pet~oleum Co~, Ltd., Angl()"!'" · 
Irapiap Oil Co. (Austrq,11,.~), Ltd., Anglo-Iranian Oil Co. O:ndia); Ltd., Anglo­
Iranian Oil Co~ (P&kist~n), Ltd,, Anglo-Ir~nian Oil Co.:(China), Ltd., ·Anglo­
Iranicln Oil Co,, (Aden), Ltd., Britannic E~tates ,Ltd., Irano Prod\lcts; :· Ltcl.,, 
Petroleum Stea,rn.ship Co~, Ltd!, Nationa+ Oil Refineries; Ltd~, Khana~in Oil 
Co,, Ltd., Kermanshah Petroleum Co., Ltd., l•:iarit:Lme ·Refineries~ Ltd • ., Raf:j.da;in 
Oi4- Co., Ltd., ancl E,,cotti~h Oils, Ltd. ( and sub.sidiaries), anc:l also · several 
di~trtbtiting companies oµ the European Continent. They have also a large 
interest in British Petrol~wn Chemicals, Ltd. 1 Fo;rtq Chemicals, ·Ltd., 
Australasian Petroleum Co,~ Prop~etary Ltd., British Petroleum Co. of New 
Zealanf.l, LtdH Shell .:;ex and B,P,, LtcJ.. ( the marketing organization ~-n Qreat 
Britain of tpe Shell and Anglo~Iranian gro~ps) 1 Consolidated Petroleum Co, 
Ltd., Consolidated B.~finerie$, Ltd., First ·E~ploi tation Co., Ltd., Kvwait · 
Oil Co. , Ltd. ,, (A! I, 0. C., 5'07~ a,hd Gulf' Lxplora tion Co, $0%) ; Liidc:1.le East .. 
Pipel;ine$, Ltd., Societe 'Gene:riale des. Hutles de Petrole, Nor~k B:ra~ndselolje1 
Steau Rom~pa (~rtt~sh), Ltd~, and various oth~~- smaller i~vestments 1 · · 

Transport:~ A fleet of1 at pre~ent, 159 tankers (including those b~ilding 
and on o'tde:r) aggr~gatip.g approximately 11992,077 ton~ d.w. under :the flag of 
its subs:ldiary the British Tapker Co., I/td,, :is controlled· by the company. 

' . . 
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TO 

FROM 

Office Memorandum 

j r. Luthringer and Mr. van Campenhout 

Irving s. Friedman ~,Sf 
sveJECT = Iran 

DAT~: February 13., 1952 

I would like to bring the attached matter on Iran to your attention, 
and am taking the liberty of asking Gonzalez del Solar to contact Mr . 
Hassanein and Mr. Hexner to explore tentativ ly what the Fu.nd 1 s attitude 
might be. 

CC: Mr. Gonzalez del Solar 
r. Kalivoda 
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. ~ INTE:RNATIONAL MONE:TARY FUND 

Date _____________________________ __ _ 

FROM ____________ _______________________________________________________________ _ 
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Cc: r. Rooth 
r T ylor v' 





1+4 



52 
• 





II 





Encl: 1 

CIR " L 

!J;,J N7/J1, 2nd. Jan ary 1 52 

11th. Dey. 1330 

0. 12 5671 

10. LL Ol'R COHRESlO DE 

, Dear irs, 

W b00 t , info ·11 70 tha our exch c 1 trol au hori i ha · 

de nee ccen b r 1.. 51 th oo · per tt ch d Ii 

1a b i 111 1 t d int Ir n ·itl ut n 1ali i in tlw n o licence 

etc. 

ti· 

lt.·. Tli 

or 

. Cl I al 

f gc 

f 'lin 

t i I H l]' ti f)[. C I p Ii ' 

1l>l a:cld()L'5110L 

tr 1 1 11, m n 'J)(>rt<. ,. n th fr 

0 

ln 11 , ) ~ d d th a r. (' h m ,.?, i n t b m , l r 



• , < .,. -r,, 

-2-

1. Dry milk, quakrr oats, flour. extr, ·t oJ malt and other food-stuff for 
children. 

2. Raw vegetable produets for dyeing and tanning, ~ ·tracts for tan-
ning dy0ing an<l dyes - ciccativ ., - varnishes in any form. 

3. Gum Arabic, medical lmnmes and manna. 

4. Vegetable oils for cooking and mnrgarin. 

5. Cod liver oil. 

6. Indust i,::11 oils used in the manufacture nf soap and similar articJe ·. 

7. Lubricating oil and grease. 

8. Cements, with the xception 0f \ hit · , nd coloured cements. 

9. Medicin<\ chcmi,·~ I products. muli~al essences. catgut, tooth-paste, 
and fal...e teeth. 

10 Cinemr.. O''T:1.p 1i,' produ~ts re.1d. 1 ·for u-;e in cinemn·, photog1·ap11.r 
and cinema filrns 

11. Ink for use in fountain-pens. printing inks, pencils and 1,en-nibs. 

12 C lucs or a 11 kinds fnr r 0 th.il niark t, 1 ubber and animal glues. 

13. Lump nncl granulated wgar for C,oYernmcnt (monopolized). 

14. BuiL bufraio and calf llides. 

15. Leather lJclting orb Jtin6 made 1 plastic or wool u-ect in machinery 
and ve'1ides. 

l lL Tyre~ and tub ·s. 

17. lvkdiral instrurncnts madP c, ru· Je · or c 1·k. 
18. Plywno'! of v~ rious lh1ckn• .;~ 

1 H. Cork ancl ~.rtic1es made of CL'l'k. 

2r,. Vaious kind~ 0f paprr n.ncl cigar ttc paper. 

21. CoLon yat n on reel·. a!Hl urtifieic 1 yarn. 

22. Cot ton l)icregoods. 

23 Mei inos wo:31, wool and sort wool ynrn. 

24. Raw _jute, jnt" gunnies ancl hessian rloth. 

r. Inflmnnrnblc- r,,tton 1scd in lamp nd hurricane lamp. 

26 Felt hat, 

27 Glass pc1 nes.i 

~3. E1ectri ~ bulb5 nnd inflarnmahlc c ·1imney::;. 

2U. Opthc1imic ~~la~s( ::;, gla~s for watche: nnd Rpcctacle frames. 

30. Tin bars or sheet . . 
31. Ruzor , safety r'" zor:. blnd . cli 1pe:r , shaving sticks and pastes. 

32. Books and printed matter. 

33. Spar parts for cars. t1 ueks, rnotorcyc les and tractors. 

34. Medical and sur,•ical instruments. 

35. Buttons. 

:rn Spare parts for industrial and agri<:Ulturnl machinery. 






