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On the rate of return and risk factors to international oil companies in

Iran's buy-back service contracts
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3. Conclusion and policy implications

Shell Exploration's low actual rate of return suggests that the IOC in
a buy-back service contract may face high degrees of risk. Through
our detailed analysis of buy-back specific risk factors and rates of
return, we show that each of the risk factors we considered has the
potential of reducing the IOC's rate of return. However, among
them, we identify capital cost overrun as the most important
contributor in reducing the IOC's rate of return.
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