
IRAN DRAWS FOREIGN INVESTORS INTO 
GAS, PETCHEMS
Last year was a milestone for Iran’s gas industry, thanks to the lifting of sanctions in mid-
January. This accelerated the development of the country’s long-delayed energy projects.

gas condensate. By that point, the overall cost of the field will 
stand at $91bn including 13 processing plants, of which 10 are at 
least half operational. An Iranian oil official, who wished to be 
unnamed, told NGW in October that the pressure fall will cause 
the heavier compounds, now gaseous, to separate out, and to 
accumulate around the wells as a liquid.

“The accumulation of condensates around the wells will lead 
to the reduction of reservoir permeability and output. This is 
happening now. By 2023, compressors and 20,000-metric 
ton platforms – compared with 2,000 mt platforms today – 
as well as equipment and methods for increasing production 
will be needed. By 2033, stable output will depend on newer 
technologies.”

Petrochemical sector  

One of the major consumers of gas in Iran is the petrochemical 
industry, which used 11.3bn m3 of gas as feedstock and the same 
amount again as fuel last year, according to an official document 
seen by NGW. Last year, Iran produced about 49.097mn mt of 
petrochemicals, about 9.4% more than 2015.

Despite the growth of actual output, Iran’s petrochemical 
plants performed at just 74% of nominal capacity on average, 
which stood at 62.225mn mt/yr as of January 1, 2017. The figure 
indicates a 7% growth compared to the same date last year.

According to statistics, the feedstock shortage – chiefly 
ethane and methane – accounted for about 44% of Iran’s idle 
petrochemical production capacity. About 22 petrochemical 
plants worked at or above 80% capacity; 10 plants worked at 
above 50% and the rest were running below half of capacity. Iran 
has 53 petrochemical plants.

The director of the National Petrochemical Company (NPC), 
Marzieh Shahdaei, said January 13 that Iran needs to spend 
$20bn in order to complete ongoing petrochemical projects 
which will double the petrochemical output capacity by 2021 
and a further $35bn to bring the output to 150mn mt/yr by 2026.

A top official at NPC who wished to remain anonymous told 
NGW that the share of feedstock and fuel products in the 
companies’ revenue last year was 23%, the base petrochemicals 
and chemical products was 28% and polymers products was 
34%. Coming to the expenditures, the feedstock accounted 
for 43.5% share in the plants’ costs and tax was another 7%, 

Despite the remaining difficulties of trading with Iran, including 
US unilateral sanctions and uncertainty over what the US 
president Donald Trump will do with respect to the nuclear deal, 
the country signed numerous memoranda of understanding 
with international oil companies in 2016, of which the most 
significant gas-related deal was a confidentiality agreement 
with French Total to study the South Pars gas field. The field, 
which extends into Qatari territory and underpins the giant LNG 
trains there, now accounts for 41% of Iran’s total gas reserves 
and 64% of its output. 

A third of the reservoir is on the Iranian side of the border and 
contains 14 trillion m3 gas and 18bn barrels of gas condensate. It 
is expected the reservoir pressure will reach dew-point in 2023, 
at which point gas output will decrease significantly. 

South Pars

According to quarterly documents, prepared by Iran’s oil 
ministry and seen by NGW, Iran produced about 430mn m3/d 
of gas from South Pars in 1Q, 400mn m3/d in 2-3Q and 460 mn 
m3/d in 4Q. The field’s total 152bn m3 represents a 16% increase 
on 2015. 

In December, South Pars gas flow reached 500mn m3/d owing 
to installation of several platforms in phases 17,18, 19, 20 and 
21. Some of them became operational last year with the rest 
expected to start work this quarter, which will bring the field’s 
output capacity to 530-540mn m3/d.

Iran did not produce significantly more from other fields over 
that same period, so its total commercial gas output is expected 
to reach about 243bn m3, or about 11% more than in 2015. The 
figure in 2014 was 202bn m3.

Iran’s gas flaring exceeded 11bn m3 in 2016, but there are no 
official statistics about gas re-injections to oil fields to maintain 
crude oil output. For the last few years, Iran re-injected about 
25-30bn m3/yr of gas.

According to official documents, Iran invested $4bn in the field 
during March 21-December 21 (nine months of current Iranian 
fiscal year) in line with the plan, but there are no accurate 
statistics for the whole of 2016. 

Iran needs to spend more than $26bn to complete South Pars 
by 2021 to produce up to 800mn m3/d of gas and 1 mn b/d of 



she said. In total, the petrochemical companies’ net income 
averaged 24% of total gross revenues in average during 2015, 
about 3.4% more than the figure for 2010; but for plants that 
use only liquid feedstock this profit was much lower (below 9%) 
than those which use methane and ethane. 

There are no accurate figures for the revenues of Iran’s 
petrochemical plants for 2016, but according to two official 
documents, prepared by NPC, the value of Iran’s total 
petrochemical products sale in the first nine months of the 
current fiscal year, which started March 21, was $13.120bn of 
which about half, $6.481bn, came from exports. During the last 
fiscal year, the figure was $18.06bn, of which again about half – 
$9.586bn – came from exports.

Last year Iran negotiated with a number of European and Asian 
engineers such as Linde, Siemens, BASF, Thyssenkrupp, Total, 
Haldor Topsoe, UOP, Shell, Sojitz, Itochu and Marubeni to co-
operate on projects in the petrochemical sector. Several MOUs 
were signed and expected to become firm agreements in 2017.

Gas-to-power operations

One of the Iran’s fast-growing gas consumer sector is power 
plants which account for about a quarter of Iran’s total 
commercial gas demand. The weekly reports from Iran’s energy 
ministry indicate that the country converted about 59bn m3 of 
gas into electricity in 2016, up by a tenth on 2015. 

According to an official document, prepared by the National 
Iranian Gas Company and seen by NGW, Iran plans to generate 
more electricity from gas, using about 70-75bn m³/yr by 2020.
Iran’s power generation capacity also increased by more than 2 
GW to 75.916 GW in 2016. This figure is projected to reach 100 
GW by 2021 and a part of the growth is to come from higher 
plant efficiencies, now averaging a woeful 37.2% in average.

Iran’s deputy minister of energy Houshang Falahatian said 
January 14 that soon the government would issue tenders for 
upgrading 18 GW of capacity, taking the efficiency to 48% by 
2021. This would be achieved partly by converting the plants 
to combined-cycle gas turbines – only a quarter of the fleet at 
present, but projected to double by 2021 – and also by shutting 
plants that operate below 23% efficiency.

Coming to new projects, he added that Iran also plans to add 
25 GW capacity, with 58% efficiency, by using F and H class 
turbines. Iran received its first F-class turbine, made by German 
Siemens, last year. It is to be installed at a 1-GW power plant in 
Bandar Abbas.

Thermal power plants account for about 85% of Iran’s total 
power generation capacity. 

Dalga Khatinoglu, Pooya Nematollahi, Shiva Saeedi
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Iran’s gas production and projected growth by 2021 (bn m3)
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Iran’s domestic petrochemicals sale trend (brown) and 
volume (orange)
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