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3. American Association of Petroleum Landsmen (AAPL), “Model Form Operating
Agreement (‘Form 610°),” 1989, (www.landman.org).
4. Offshore Gulf of Mexico (Form 710-Continental Shelf Operations).
5. Offshore Gulf of Mexico (Form 810-Deepwater Operations).
6. Canadian Association of Petroleum Landmen, “Joint Operating Agreement (‘CAPL
JOA’),” 1998, (www.landman.ca).
7. Oil and Gas UK, “Joint Operating Agreement(‘UK JOA’),” 2009, (www.oilandgas.org.uk).
D98 g0 03pal LSSl 0,30 Laislay dllie e jo
8. Norwegian Petroleum Directorate, “Joint Operating Agreement (‘NPD JOA’),”
(www.npd.no).
9. AMPLA, “Joint Operating Agreement (‘AMPLA JOA’),” 2011, (http://www.ampla.org).
10. International Association of Petroleum Negotiators, Joint Operating Agreement (“AIPN
JOA”), 2012, (www.aipn.org).
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1. Fault-based moral judgment.
2. Thomas Cook Group Ltd v. Air Malta [1997] 2 Lloyd's Rep 399.
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1. Culpable negligence.
2. Alpstream AG v. PK Airfinance Sarl [2013] EWHC 2370 (Comm).
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1. “for wilful misconduct to be proved there must be either (I) an intention to do something
which the actor know to be wrong or (2) a reckless act in the sense that the actor is aware
that loss may result from his act and yet does not care whether loss will result or not or ...
'he took a risk which he knew he ought not to take.” Alpstream at [94] , with Burton J citing
Longmore J in the: National Semiconductors case, [1996] 2 Lloyd's Rep 212, at 214.
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1. 23 [2007] EWCA Civ 154, [2007] 1 CLC 188.

2. [2007] EWCA Civ 154, [2007] 1 CLC 188 at [24].
3. Millett LJ.

4. Lata culpa dolo aequiparatur.
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1. ... English Jaw differs from civil Jaw systems, for it has always drawn a sharp distinction
between negligence, however gross, on the one hand and fraud, bad faith and willful
misconduct on the other. The doctrine of the common law is that: 'Gross negligence may be
evidence of mala fides, but is not the same thing . ... While we regard the difference
between fraud on the one hand and mere negligence, however gross, on the other as a
difference in kind, we regard the difference between negligence and gross negligence as
merely one of degree. English lawyers have always had a healthy disrespect for the latter
distinction." Armitage v. Nurse [1998] Ch. 241.

2. Spread Trustee Co. Ltd v. Hutcheson UKPC 13, [2012] 2 AC 194 at 50-51.

3. Red Sea Tankers Ltd v. Papchristidis (The Hellespont Ardent) [1997] 2 Lloyd’s Rep 547.
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Clause (1.7): “...indemnify and hold harmless the Commercial Advisor ... except for any
Indemnified Damages which are found . .. to have resulted from the bad faith, gross
negligence or wilful misconduct of, or the fraud of the person seeking indemnification.”

G0 byi oy

Clause (1.9): “Neither the Commercial Advisor nor any of its officers ... shall be liable ... to
the Corporation for any losses . .. suffered or incurred by the Corporation ... arising out of,
relating to or in connection with any action taken within the scope of the duties of the
Commercial Advisor under this Agreement or omitted to be taken ... except ... Damages
resulting from acts or omissions of the Commercial Advisor which (a) were the result of
gross negligence, (b) constituted wilful misconduct, (c) constituted fraud, or (d) constituted
bad faith.” [1997] 2 Lloyd's Rep 547, at 579.
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1.11997] 2 Lloyd’s Rep 547, at 583-585.

2. “... appears to me to embrace serious negligence amounting to reckless disregard, without
any necessary implication of consciousness of the high degree of risk or the likely
consequences of the conduct on the part of the person acting or omitting to act”. [1997)
Lloyd’s Rep 547, at 586.
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1. “If the matter is viewed according to purely English principles of construction, I would
reach the same conclusion. 'Gross' negligence is clearly intended to represent something
more fundamental than failure to exercise proper skill and/or care constituting negligence.
But, as a matter of ordinary language and general impression, the concept of gross
negligence seems to me to be capable of embracing not only conduct undertaken with
actual appreciation of the risks involved but also serious disregard of or indifference of an
obvious risk. The difference in the way in which the concepts in clauses 7.9 ... are
expressed appears to me entirely consistent with the phrase receiving its ordinary meaning
and embracing both situations.” [1997] 2 Lloyd's Rep 547, at 586-587.

2. ... Whether clauses 7.9 ... are interpreted according to United States or English principles
... the concept of gross negligence in these clauses does not involve, necessarily, any
subjective mental element of appreciation of risk. It may therefore include ... conduct
which a reasonable person would perceive to entail a high degree of risk of injury to others,
coupled with heedlessness or indifference to or disregard of the consequences. The
heedlessness, indifference or disregard need not be conscious.” [1997] 2 Lloyd's Rep 5"7,
at 587-588.

3. Camerata Property Inc. v, Credit Suisse Securities Europe Ltd. [2011] EWHC -179

(Comm), [2011] 1 CLC 627.
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2. Oil Pollution Act 1990 § 1012.
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1. “Gross Negligence / Willful Misconduct means any act or failure to act (whether sole, joint
or concurrent) by any person or entity that was intended to cause, or was in reckless disregard
of or wanton indifference to, harmful consequences such person or entity knew, or should
have known, such act or failure would have on the safety or property of another person or
entity.” “AIPN JOA,” Model Contract (Houston, Texas, n.d.), (https://www.aipn.org/.81.1).
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1. “UK JOA,” 1.1

2. ““... neither Operator nor any other Operator Indemnitee shall bear (except as a Party to the
extent of its Participating Interest share) any damage, loss, cost, or liability resulting from
performing (or failing to perform) the duties and functions of Operator ... even though
caused in whole or in part by a pre-existing defect, or the negligence (whether sole, joint or
concurrent), gross negligence, willful misconduct, strict liability or other legal fault of
Operator (or any other Operator Indemnitee).” “AIPN JOA.” § 4.6.A.

3. Senior Supervisory Personnel.
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1. Secondee.
2. Onsite managers.
3. Country managers.
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1. Service Contract for Development Operations,” 2008 § 12.7.
2. National Iranian Oil Company. “Engineering, Procurement, Construction & Financing
(EPCF),” 2012.§ 37.3 & 37.6.
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1. National Iranian Oil Company, Development and Production Operations Service Contract
(‘IPC’), 2017.
2. Republic of Iraq. “Iraqi Model Producing Oil Field Technical Service Contract
(‘PFTSC’),” 2009. § 1.41, 24.2,24.3,24.7,29.4, 41.15.
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1. Conscious awareness.
2. Blackburn and Lightfoot, “Wilful Misconduct and Gross Negligence Exclusions in Knock-
for-Knock Provisions in Offshore Contracts.” 199-200.
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Abstract

A well-known method for risk management in petroleum joint operating
agreements (JOA) and, generally speaking, in upstream petroleum contracts
is the use of knock for knock liability clauses. In such clauses, the liability is
limited to gross negligence and willful misconduct. While conventionally, in
British legal system, likewise Iranian legal system, the difference in degree
of negligence is not recognized, new decisions of British courts indicate the
movement toward the acceptance of such concept. However, subjecting the
liability to such negligence and also willful misconduct by the parties may
well be recognized and declared as valid in Iranian legal system too.
Finally, although some legal authorities support that the concept of gross
negligence is similar to the concept of willful misconduct, it is established in
this article that willful misconduct has a recognized concept and it is
distinguished from gross negligence in the British legal system. However, at
least, the model published by the Association of International Petroleum
Negotiators (AIPN) on joint operating agreement introduces a single
definition for both, probably for avoiding future unwanted interpretations.

Key words: Gross Negligence, Wilful Misconduct, Risk Management, Knock
for Knock Clause, Liability Exclusion, Difference in Degree of Negligence.
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