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2023 Model Contracts Workshop

Lisbon, Portugal ● September 19-22, 2023

Checking Out of Oil and Gas Projects with attention to 
Withdrawal Under the JOA:  How to avoid “You can check 
out any time you like, but you can never leave” Hotel California, The Eagles
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Granting Instrument

• License, PSC, RSA

• Development Plan

− Be careful

− Commitments?

• Guarantees

− Corporate

− Bank / Financial

− Production Letters

• Term

− Fixed?

• Work Program & Budget

− Commitments?

− Subject to revision?
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Granting Instrument

• Environmental Rules

− As amended?

• Assignment / Transfer

− Government Approval

• Is there a novation?

− Notice – to an Affiliate

• Is there a novation?

− Guarantees

− Preferential Purchase Right

• Decommissoning

• Surrender

• Withdrawal
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Joint Operating Agreement

• Term

− Contract terminates

− Materials, equipment have been disposed of or removed

− Final settlement made

• Decommissiong satisfied

• Disputes resolved

− All Parties elect to withdraw

• Operator to conduct all Joint Operations

− Good and prudent petroleum industry practices…international petroleum industry under similar 
circumstances

• Decommissioning Work Program and Budget

− Contract / Laws

− Exhibit E principles for estimating and funding / providing Security

− Matrix Vote – Decommissioning Operations

• Decommissioning and Abandonment
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Joint Operating Agreement

• Defaut for failure to provide Security

− Forfeiture or withdraw and assign

• Surrender, Extensions and Renewals

− Withdrawal right

• Transfer

− Transferee and transferring Party shall be liable for any obligation that has accrued

− With or without costs of plugging and abandoning and Decommissioning

• Change of Control

− Evidence of financial capacity or Security to cover any obligations that may reasonably incur

• Withdrawal

• Accounting Procedure

− Wind up Joint Operations

• Sliding Scale

• Minimum Indirect Charge
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT - 1990

• Unconditional and irrevocable withdrawal

− Proposed effective date 60 to 180 Days

− Later of proposed date or fulfilled obligations

• Minimum Work Obligations

• 30 Days to give notice of withdrawal

• Contract termination if all elect to withdraw

• Less than all, withdrawing Parties

− All steps to withdraw on earliest possible date

− Assign without compensation

• Must be fully subscribed

• Withdraw from Contract Area or exploration area

• After withdrawal notification, no vote

• Satisfy all obligations and liabilities
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT - 1990

• Remain liable for any obligations or liabilities

• Not identified or identifiable at time of withdrawal

• Not liable if vote against and withdrawal notice is issued

− Five Days or 24 hours (standby rig)

• Emergency

• Assignment in proportion to PI or as agreed

• Penalties and expenses paid by the withdrawing Party

• Abandonment Security

− Short Form

• Security satisfactory to the other Parties

− Long Form

• Security agreement / Development Plan

• Commencing when costs exceed value by 125%
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT - 1990

• Failure to provide Security results in Default

• Security 

− Standby letter of credit issued by a bank

− Demand bond issued by a corporation

− Credit rating

• Sufficient worth to pay its obligations in all 
reasonably foreseeable circumstances

• Cash in a secure fund administered by an 
independent trustee and invested as specified

• Withdrawal of all Parties

− JOA continues for so long as it may be necessary 

• Wind up the affairs of the Parties

• Satisfy requirements of law

• Dispose of property
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT - 1995

• Withdrawal effective as of the end of following month

• Unconditional and irrevocable, except

− Where Government does not approve

• Retract withdrawal notification

• Hold in trust for the non-withdrawing Party(ies)

• Option to withdraw from Contract or exploration activities

• Until effective date of withdrawal

− Receives Hydrocarbon Entitlement

− Information
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT - 1995

• Withdrawing Party remains responsible

− All approved costs, regardless of when incurred

− Minimum Work Obligations

− Emergencies

− All other obligations and liabilities a Party would have 
been liable had it not withdrawn

− Including liabilities not identified or identifiable

− Partial withdrawal

• Not for areas it has not withdrawn

• Clarified

− Withdraw if a Party votes against entering or 
extending an Exploration or Exploitation Period

10



MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT - 1995

• Non-withdrawing Parties shall use reasonable efforts to 

assist withdrawing Party’s in obtaining Government 

approvals

• Clarified need to withdraw from the Contract and the JOA

• Deleted Long Form Security

• Clarified that a demand bond is to be issued by a surety 

corporation

• “Security satisfactory to the other Parties to satisfy any 

obligations or liabilities which were approved or accured 

prior to the notice of withdrawal, but which become dure 

after withdrawal”
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT - 1995

• Deleted reference in the event all Parties are required 

withdraw

• Revised “or” to “and”
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT – 2002

• References that withdrawal is subject to both the 

JOA and the Contract

• A Party cannot withdraw if it is in Default

• Revised “Oil” to “Hydrocarbons”

− Anticipated gas projects
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT – 2002

• A withdrawing Party is liable for 

− Multi-year Work Programs and Budgets

− Emergencies prior to the effective date

• A withdrawing Party is not liable when

− Voted against an operation

− Withdrawal Notice Five Days of OpCom approval

− 24 hours for Urgent Operational Matters
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT – 2002

• Security satisfactory to the other Parties to 

satisfy any obligations or liabilities for which the 

withdrawing Party remains liable in accordance 

with Article 13.4

− …for which it would have been liable but for its 
withdrawal

• All Parties withdraw, satisfy any requirements of 

the Laws / Regulations
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT – 2012

• Stylistic revisions

• Standardized language
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT – 2012

• Optional Provision

− Party’s belief that another Party breached its 
undertaking to not engage in bribery and 
corruption

− Indemnify

• Include the amount of its investment under 
the Contract and JOA that was lost as a 
result of its withdrawal
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT – 2012

• Security to cover the cost of Decommissioning
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT – 2012

• Laws means those laws, statutes, rules, and regulations 

of [insert country of operations] governing the Contract

19



MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT – 2023

• Anticipated that Operator could be the withdrawing 

Party

• Operator resigns effective on the date of withdrawal

• 120 Days from the notice of withdrawal

20



MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT – 2023

• Optional Sanction provision

• Due solely to such Party’s belief that another Party (the 

“Name Party”) has become a Sanctioned Person or is or 

has become under the control of a Sanctioned Person

• Withdrawing Party cannot assign to a Sanctioned Person

• Withdrawing Party can assign to

− Non-Sanctioned Party(ies)

− Third Party

• “as the withdrawing Party shall reasonably 
determine following (if and to the extent 
permissible under any applicable Sanctions) 
reasonable consultation with the Parties that are 
not withdrawing”
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT – 2023

• Withdrawing Party issues withdrawal notice due solely 

to its belief that another Party has breached its 

undertaking not to engage in bribery and corruption

• Qualified that the notice must be made upon a Party’s 

“reasonable and good faith” belief
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT – 2023

• Return to traditional language
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MODEL FORM INTERNATIONAL 
OPERATING AGREEMENT – 2023

• The Security provision remains in JOA

− Must withdraw from both Contact and JOA

− Provide Security satisfactory to the other Parties

− To satisfy any obligations or liabilities

− For which the withdrawing Parties remain liable, 
under Article 13.4

• It would have been liable had it not withdrawn

• Whether not identified or indentifiable
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Contact

Andrew B. Derman
Holland & Knight LLP
One Arts Plaza
1722 Routh Street, Suite 1500
Dallas, Texas 75201
+1.214.969.1307
Andrew.Derman@hklaw.com
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