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Iran: Understanding the nuclear deal and its effect 
on sanctions 
In this briefing, we consider the recent Iranian nuclear deal and its key elements, including its 
scope and timeline, as well as the possible implications across the oil and gas, transport, capital 
markets, life sciences and technology and telecommunication sectors. 

Iran and the E3/EU+3 (China, France, Germany, the Russian Federation, the United Kingdom, 
the United States, and the European Union) reached a deal with regards to Iran's nuclear 
programme on 14 July 2015 (the Joint Comprehensive Plan of Action – the "JCPOA").  

However, It is important to note that all sanctions imposed on Iran are still in place and thus 
trading with Iran in areas related to the sanctioned goods remains illegal. The JCPOA still 
requires approval by the legislative assemblies of its signatories and a report to be issued by 
the International Atomic Energy Agency ("IAEA") verifying Iran's adherence to its nuclear 
commitments, before any sanctions can be lifted. Furthermore, should Iran not abide by its 
obligations under the JCPOA, the sanctions will either remain in place or be reinstated. 
Nonetheless, Iran has a population of around 80 million, a GDP of around USD 404bn 
(USD1.33 trillion GDP PPP) and with a clear roadmap in place, should the nuclear related 
sanctions be fully lifted, the potential for economic development in Iran is huge.  

General Position 

According to unofficial copies of the JCPOA, it is stated in the preamble that the "E3/EU+3 will 
refrain from imposing discriminatory regulatory and procedural requirements" in lieu of its 
provisions. The JCPOA preamble also states that the E3/EU+3 will submit a draft resolution to 
the UN Security Council ("UNSC") endorsing the JCPOA, which shall provide for "the 
termination on Implementation Day of provisions imposed under previous resolutions". The 
UNSC consequently passed a resolution, Resolution 2231 (2015), endorsing the JCPOA on 20 
July 2015. 

However, the JCPOA provides that UNSC, US and EU sanctions will only begin to be relaxed 
once there is an IAEA-verified implementation of agreed nuclear-related measures outlined 
under the JCPOA (i.e. 'Implementation Day').  

UNSC Sanctions 

Regarding specific sanctions relief, Article 18 of the JCPOA states that the UNSC resolution 
endorsing the JCPOA will terminate all provisions of previous UNSC resolutions "on the Iranian 
nuclear issue" –  specifically resolutions 1696 (2006), 1737 (2006), 1747 (2007), 1803 (2008), 
1835 (2008), 1929 (2010) and 2224 (2015). The proposed lifting of UNSC sanctions does not 
therefore appear to apply to UNSC sanctions other than those relating the Iranian nuclear issue. 

EU Sanctions 

Similarly, JCPOA Article 19 states that the EU will terminate all provisions of EU regulations 
implementing "all nuclear-related economic and financial sanctions" in accordance with the list 
of regulations specifically outlined in Annex II to the JCPOA. The relevant EU regulations 
affected are: 

(i) transfers of funds between EU persons and entities, including financial institutions, and 
 Iranian persons and entities, including financial institutions; 
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(ii) banking activities, including the establishment of new correspondent banking 
 relationships and the opening of new branches and subsidiaries of Iranian banks in the 
 territories of EU Member States; 

(iii) provision of insurance and reinsurance; 

(iv) supply of specialised financial messaging services, including SWIFT, for persons and 
 entities set out the JCPOA, including the Central Bank of Iran and Iranian financial 
 institutions; 

(v) financial support for trade with Iran (export credit, guarantees or insurance); 

(vi) commitments for grants, financial assistance and concessional loans to the Government 
 of Iran; 

(vii) transactions in public or public-guaranteed bonds; 

(viii) import and transport of Iranian oil, petroleum products, gas and petrochemical products;  

(ix) export of key equipment or technology for the oil, gas and petrochemical sectors; 

(x) investment in the oil, gas and petrochemical sectors; 

(xi) export of key naval equipment and technology; 

(xii) design and construction of cargo vessels and oil tankers; 

(xiii) provision of flagging and classification services; 

(xiv) access to EU airports of Iranian cargo flights; 

(xv) export of gold, precious metals and diamonds; 

(xvi) delivery of Iranian banknotes and coinage; 

(xvii) export of graphite, raw or semi-finished metals such as aluminium and steel, and export 
 or software for integrating industrial processes; 

(xviii) designation of persons, entities and bodies (asset freeze and visa ban) set out in the 
 JCPOA; and 

(xix) associated services for each of the categories above. 

US Sanctions 

Under JCPOA Article 21, the US will cease the application of sanctions specifically outlined in 
Annex II to the JCPOA. The relevant US regulations affected include those covering: 

(i) financial and banking transactions with Iranian banks and financial institutions as 
 specified in the JCPOA, including the Central Bank of Iran and specified individuals and 
 entities identified as 'Government of Iran' by the US Treasury Department's Office of 
 Foreign Assets Control ("OFAC") on the Specially Designated Nationals and Blocked 
 Persons List ("SDN List"), as set out in JCPOA (including the opening and maintenance 
 of correspondent and payable through-accounts at non-US financial institutions, 
 investments, foreign exchange transactions and letters of credit); 

(ii) transactions in Iranian Rial; 

(iii) provision of US banknotes to the Government of Iran; 
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(iv) bilateral trade limitations on Iranian revenues abroad, including limitations on their 
 transfer; 

(v) purchase, subscription to, or facilitation of the issuance of Iranian sovereign debt, 
 including governmental bonds; 

(vi) financial messaging services to the Central Bank of Iran and Iranian financial institutions 
 set out in the JCPOA; 

(vii) underwriting services, insurance, or reinsurance; 

(viii) efforts to reduce Iran's crude oil sales; 

(ix) investment, including participation in joint ventures, goods, services, information, 
 technology and technical expertise and support for Iran's oil, gas and petrochemical 
 sectors; 

(x) purchase, acquisition, sale, transportation or marketing of petroleum, petrochemical 
 products and natural gas from Iran; 

(xi) export, sale or provision of refined petroleum products and petrochemical products to 
 Iran; 

(xii) transactions with Iran's energy sector; 

(xiii) transactions with Iran's shipping and shipbuilding sectors and port operators; 

(xiv) trade in gold and other precious metals; 

(xv) trade with Iran in graphite, raw or semi-finished metals such as aluminium and steel, 
 coal, and software for integrating industrial processes; 

(xvi) sale, supply or transfer of goods and services used in connection with Iran's automotive 
 sector; 

(xvii) sanctions on associated services for each of the categories above; 

(xviii) removal of individuals and entities set out in the SDN List, OFAC's Foreign Sanctions 
 Evaders ("FSE") List, and/or the Non-SDN Iran Sanctions Act ("NS-ISA") List; and 

(xix) the termination of Presidential Executive Orders 13574, 13590, 13622, and 13645, and 
 Sections 5 to 7 and 15 of Executive Order 13628 (which all relate to the nuclear related 
 Iranian sanctions). 

Iran's Commitments 

Under the JCPOA, Iran has committed to: 

(i) imposing limitations on uranium enrichment and uranium enrichment activities (including 
 research and development) for the first eight years, followed by enrichment at a 
 reasonable pace strictly for peaceful purposes; 

(ii) redesigning and rebuilding the Arak reactor and Fordow facility to be used for alternative 
 functions. The Arak reactor will support peaceful nuclear research and radioisotope 
 production for medical and industrial purposes while the Fordow facility will be converted 
 to a nuclear, physics and technology research centre with international collaboration; 
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(iii) maintaining its uranium stockpile under 300kg of up to 3.67% enriched uranium 
 hexafluoride (UF6 - used in the uranium enrichment process) or the equivalent in other 
 chemical forms while exporting any excess in accordance with international market 
 prices. This potentially means that Iran may be able to tap into the global uranium export 
 markets;  

(iv) clarifying past and present outstanding issues relating to its nuclear program with IAEA; 
 and 

(v) allowing the IAEA to monitor voluntary transparency measures stated in the JCOPA. 
 This means that Iran must allow the following: 

(a) a long-term IAEA presence in Iran; 

(b) IAEA monitoring of uranium-ore concentrate produced by Iran from all 
 uranium-ore concentrate plants for the next 25 years; 

(c) containment and surveillance of centrifuge rotors and bellows for the next 
 20 years; 

(d) use of IAEA approved and certified modern technologies including on-line 
 enrichment measurements and electronic seals; and 

(e) commitment to a reliable dispute resolution mechanism to ensure a 
 speedy resolution of IAEA access concerns for the next 15 years. 

The relief from US sanctions does not appear to extend to those sanctions which have been 
imposed to address other issues. These would include the sanctions imposed by OFAC under 
the Iranian Transactions and Sanctions Regulations ("ITSR"). The ITSR will continue to prohibit 
certain Iran-related transactions by either non-US entities owned or controlled by US persons or 
US persons.  

However, in accordance with JCPOA Article 22, the US Government is to licence non-US 
persons that are owned or controlled by a US person to engage in activities with Iran (further to 
the above list) in line with the JCPOA. It is not clear whether this will be on a specific basis or 
whether there will be an umbrella licence to cover all possibly activities. The OFAC have stated 
that they will provide further guidance on the JCPOA closer to 'Implementation Day'.  

Dispute Resolution Mechanism 

Under JCPOA Articles 36 and 37, should any of the JCPOA participants feel that the agreement 
is not being adhered to, they shall raise any such issue with the 'Joint Commission' (consisting 
of representatives from the E3/EU+3 and Iran). Established by the JCPOA, the Joint 
Commission will have 15 days to resolve the issue, unless the time period was extended by 
consensus. If the issue remains unresolved, it shall be referred to the Ministers of Foreign 
Affairs of each JCPOA participant, who will have a further 15 days (unless extended) to 
consider the matter. After consideration at the Joint Commission and/or the Ministerial level, the 
issue may be referred by the complaining participant, or the participant whose performance is in 
question, to an 'Advisory Board' (consisting of three members – one from either side of the 
complaint and a third independent member). The Advisory Board will provide a non-binding 
opinion on JCPOA compliance within 15 days. The Advisory Board's opinion will then be 
considered by the Joint Commission for a further five days. If the issue has still not be resolved 
to the satisfaction of the complaining JCPOA participant, the participant may treat the 
unresolved issue as grounds to cease performing its commitments under the JCPOA, and raise 
the issue to the UNSC.  



 

5 
 

If the dispute resolution mechanism outlined above has been exhausted , the UNSC, within 30 
days of being notified of the issue, shall vote on a resolution on whether or not to continue the 
sanctions lifting under the JCPOA. If the UNSC does not adopt a resolution within 30 days, the 
UNSC sanctions will be automatically reinstated and the situation shall 'snapback' to the current 
status quo. This means that Russia and China would not be able to use their UNSC veto to 
block the 'snapback' effect of the JCPOA.  

JCPOA Timeline 

'Implementation Day' is not tied to any particular date but is expected to occur within four to six 
months from 'Adoption Day' and is likely to roughly be in the first half of 2016. Under the 
JCPOA, 'Adoption Day' should occur 90 days (or earlier if agreed by E3/EU+3 and Iran) after 
endorsement of JCPOA by the UNSC (which occurred on 20 July 2015). From this date, 
participants will start making preparations for implementing commitments, including: 

 the EU adopting regulations terminating nuclear related sanctions with effect from 
'Implementation Day'; 

 the US President issuing sanctions waivers to take effect on 'Implementation Day'; and 

 Iran acting on its nuclear related commitments and notifying the IAEA that it will apply 
the IAEA Additional Protocol (which supplements the IAEA's existing Safeguard 
Agreements) provisionally with effect from 'Implementation Day'. 

Consequently, 'Adoption Day' is expected to take place by mid-October (approximately 18 
October 2015). 

On the US-side, Members of the US Congress have already started the 60 day Congressional 
review of the JCPOA (as mandated under the US Iran Nuclear Agreement Review Act of 2015). 
The initial vote for disapproval of the bill implementing the JCPOA is set for 17 September. 
President Obama's Presidential veto must be issued within a 12 day window (by 29 September 
2015) if the bill is disapproved by the US Congress. The US Congress then has a 10 day 
window to vote in order to override the Presidential veto by 9 October 2015 (which will be a 
crucial date).  

Following the passing of the 'Adoption Day' elements mentioned above, 'Implementation Day' 
will occur once the Iranian Parliament has ratified the JCPOA and importantly when the IAEA 
issues a report verifying that Iran has indeed implemented its nuclear related obligations. As this 
is likely to take some time, it is expected that 'Implementation Day' will occur in Q1/Q2 2016. 

In the long term, 'Transition Day' is intended to take place eight years following 'Adoption Day' 
on which any remaining nuclear related sanctions on Iran will be removed. Iran will also have to 
abide with additional enhanced inspections and 'Transition Day' will only occur once the IAEA 
issues a report stating that all nuclear materials in Iran remain in use for peaceful activities. On 
'Transition Day', the EU will terminate all remaining proliferation-related sanctions. 

Finally, 'Termination Day' will occur 10 years following 'Adoption Day' provided that no UNSC 
sanctions have been reinstated. This date marks the termination of the JCPOA, closing the file 
related to the Iranian nuclear issue. 
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The US President has stated that he will "veto any legislation that prevents the successful 
implementation of this deal." Similarly, JCPOA Article 25 states that the US "will actively 
encourage officials at the state or local level to take into account the changes in the US policy 
reflected in the lifting of sanctions" under the JCPOA. As such, we have yet to see how the 
JCPOA will be received by the US legislature. Senior members of the Democratic Party have 
already broken ranks stating their opposition to the JCPOA. However, on 8 August 2015, 29 
leading American nuclear scientists, Nobel laureates and physicists with Q clearance (the US 
Department of Energy ("DOE") security clearance that is equivalent to a US Department of 
Defense Top Secret (TS) clearance) wrote an open letter to the President calling the JCPOA "a 
basis for further initiatives to raise the barriers to nuclear proliferation in the Middle East and 
around the globe." They also disagreed with the "concern that the deal will free Iran to develop 
nuclear weapons without constraint after 10 years" stating the verification procedure within the 
JCPOA will last until 2040. It is too early to know whether the open letter will affect the decision 
of Members of the US Congress. 

What might happen if Congress overrides the Presidential veto is unclear, as the JCPOA does 
not deal with how each party goes about getting its own national approval. Obviously the US is 
a critical player, and without it, the JCPOA is likely to fall apart. The US Congress' approval is 
not a condition precedent to the JCPOA. However, come Implementation Day, the US will be 
obliged to lift its sanctions, and that will require Congress approval. The authority of the US 
Government to bind itself to such a deal might go all the way to the US Supreme Court (which 
will have to decide authoritatively on the US administration's prerogative in conducting and 
executing foreign policy). The resulting impact on the implementation of the JCPOA is unclear, 
but is unlikely to be positive 

Potential Economic Opportunities 

Energy Industry 

Large European-based International Oil Companies ("IOCs"), such as Total, Shell, BP, Repsol 
and Eni (many of which already had business relations with Iran prior to the imposition of 
nuclear-related sanctions), will potentially be able to benefit from the re-opening of the Iranian 
energy markets. South Africa, which had previously sourced about 27 percent of its total oil 
imports from Iran has also stated that a lifting of the sanctions would be a "win-win situation", 
according to the South African International Relations and Cooperation Minister. Chinese state-
owned oil companies, China National Petroleum Company ("CNPC") and Sinopec, have 
previously invested billions of dollars into Iran's energy infrastructure and are set to continue 
their investment in the Iranian market. India, a long standing buyer of crude oil from Iran, is also 
keen to build on its business with Iran. Discussions between ONGC Videsh Ltd, the wholly-
owned subsidiary of ONGC, and the Iranian authorities on Indian company's interest in the 
discovered Farsi offshore block, now named Binaloud, continue regardless of the JCPOA. 

Furthermore, Iran's Ministry of Petroleum is currently working on a new contract model, the 
Integrated Petroleum Contract ("IPC"), which will replace the buyback scheme which made it 
very difficult for foreign companies to limit their costs. This new model reportedly will be longer 
in duration, will reward companies that take over more complex fields by paying them higher 
fees, and has the aim to create a more investment-friendly environment to attract foreign 
expertise back to Iran. It was announced on 8 August 2015 that the IPC will be unveiled in 
December 2015.  Iran currently has the fourth largest proven oil reserves in the world –its 
potential swift re-introduction to the global market will likely have an impact on global oil prices.  
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Iran is the world's joint-third largest natural gas producer (with Qatar, after the US and the 
Russian Federation). Investment projects such as a proposed pipeline running through Turkey 
across the Black Sea are being considered. The removal of the UNSC sanctions could give Iran 
a presence in the Liquefied Natural Gas ("LNG") market. The Head of the National Iranian Gas 
Export Company ("NIGEC") recently stated that Iran has plans for the "near future" to put the 
LNG schemes back on track with the aim of exporting to Europe. Iran previously had contracts 
with Shell, Repsol and Total to build three LNG plants, which were abandoned due to pressure 
from the nuclear related sanctions. In March 2014, Iran signed an agreement to sell 10 billion 
cubic meters of gas per year to Oman via a pipeline. The 25-year deal worth USD60bn also 
foresees building an LNG plant in Oman to process the Iranian gas for exports. Progress on the 
project has been slow, and a lifting of the sanctions is likely to invigorate European and US 
interest on both sides of the project. 

Lifting of the sanctions, and the ease of the transfer of funds will also allow Iran to be able to 
rebuild its aging oil and gas infrastructure, and invest in newer procurement equipment, refinery 
materials and the latest technologies, increasing its ability to produce oil and natural gas in 
greater quantities more efficiently.  

At the end of 2013, Iran's installed electricity capacity was around 70,000MW. In 2014, Iran's 
Energy Minister announced that Iran intends to install 5,000MW of solar power by the end of 
2018. The first commercial solar power plant opened in Shiraq with a capacity of 250MW, and 
was followed in 2009 by a 467MW solar/thermal power plant in Yazd. Following the 
announcement of the JCPOA, European-based renewable energy companies have signed 
agreements for projects in Iran. Italy's Fata was awarded a EUR 500m (USD 548m) contract to 
build a power station in Bandar Abbas (for the project, Italy's investment bank Mediobanca and 
its development ministry and export credit agency SACE signed an MoU with Iran's Ministry of 
Economic Affairs and Finance and the Central Bank, which will be executed upon the removal 
of the sanctions). Earlier in August 2015, Spain's renewable energy specialist, Bester 
Generación, signed an 18-month contract to provide engineering services to the Iran Power & 
Water Equipment and Services Export Company (Sunir). The agreement is expected to 
encompass photovoltaic (“PV”) solar and wind turbine units as part of Iran's renewable energy 
plan. 

Transport Industries 

Visits made by several delegations from EU countries following the signing of the JCPOA, 
including top EU diplomat Federica Modeghini, the German Vice-Chancellor and the French 
Foreign Minister, signify the level of interest that the re-opening of Iran's economy is having in 
Europe. The Director of Iran's Civil Aviation Organisation ("CAO") recently announced that Iran 
plans to purchase 80 to 90 planes a year from Airbus and Boeing in the first phase of renovating 
its national carrier, Iran Air, until 300 planes are in place to replace its aging fleet.  

Car manufacturing giants such as Volkswagen AG, Mercedes manufacturer Daimler AG, and 
BMW AG have announced that they are monitoring the political situation with Iran's nuclear 
related sanctions. Deutsche Bank announced on 16 July 2015 that German exporters could 
potentially see up to EUR4.5bn (USD4.9bn) in revenue following a re-integration with the 
Iranian market. Similarly, French manufacturers Renault SA and PSA Peugeot Citroën may also 
potentially benefit from the re-opening of Iran's automobile market due to the size of their 
market share in Iran prior to the nuclear related sanctions. Peugeot's Executive Vice-President 
for the Middle East and Africa has stated that the French company intends to "provide cash and 
technology to build modern cars in Iran for the local market", targeting 400,000 car sales in Iran 
along pre-nuclear related sanctions levels. Peugeot has also voiced long term ambitions to 
potentially create an export market from Iran for the rest of the Middle East and Africa. 
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Flow of Capital 

The release of frozen Iranian financial assets abroad will potentially have a significant impact on 
the Iranian economy. With Iran set to re-join the Society for Worldwide Interbank Financial 
Telecommunication (commonly referred to as SWIFT), Iran's ability to transfer funds across 
borders will allow for greater foreign direct investment ("FDI") in Iran’s growing industries. The 
costs of trading with Iran will decrease greatly as sanctions on ships carrying Iranian products 
being able to be insured by European companies will be removed. 

The Iranian capital markets regulator, the Securities and Exchange Organisation of Iran 
("SEO"), regulates the: 

(i) Tehran Stock Exchange ("TSE"); 

(ii) Iran Mercantile Exchange ("IME"); and 

(iii) Iran Fara Bourse ("IFB") - Iran's SME exchange. 

The SEO has a mature regulatory framework and, although in need of review, many regulations 
(as well as exchange rules) are freely available in both English and Farsi. The 48-year old TSE 
has a market capitalisation of approximately USD118bn (of which around USD30bn is free 
floating) and is open for trading five days a week from Saturday to Wednesday (excluding public 
holidays) on a T+3 basis (i.e. when buying or selling securities, settlement must occur no later 
than three business days after the trade is executed). Whilst not as large as the Saudi Arabian 
and Turkish capital markets, should Iran re-join SWIFT, its liquidity levels and market 
capitalisation (as a result of FDI) have the potential to rise.  

Iran's commodities exchange, the IME (which witnessed trade levels of around USD980m in 
June 2015) offers both spot trading resulting in physical delivery (including stock options), as 
well as futures trading for oil, gas, metals, minerals and agricultural products. The IFB, with an 
approximate market capitalisation of USD 40bn, contains a secondary market for shares and 
fund units, modern financial instruments (including Exchange Traded Funds and Sukuk) as well 
a market for block trades, suited to SMEs.  

It is important to note, however, that these developments could take years as not all of the 
sanctions will be removed straight away. In addition, US-based financial institutions still have to 
abide by non-nuclear US imposed sanctions that will not be removed as part of the JCPOA. 

Life Sciences 

Pharmaceuticals were not prohibited under the sanctions regime. However, the difficulties of 
undertaking financial transactions posed obstacles for Iran to buy foreign medicine or the 
technology to produce their own. The easing of the sanctions will improve Iran's ability to 
purchase foreign medical supplies and will mean increased opportunities for international 
pharmaceutical companies to be able to sell products in Iran. Although under sanctions, Iran 
has developed centres for stem cell research and has made several achievements in 
nanotechnology.  

The ease of transferring technology to Iran will also enable it to produce its own medicines and 
engage in further medical research. Whilst the nuclear related sanctions prompted Iran, 
according to the Iranian Ministry of Health and Medical Education, to produce between 90 to 97 
percent of its pharmaceuticals domestically, Iran still remains dependent on foreign-sourced raw 
materials and lacks the wide-range of drugs available outside the Iranian market. The removal 
of the sanctions will potentially allow Iran's domestic pharmaceutical industry to expand 
significantly, as well as to offer opportunities for global pharmaceutical companies. 
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Technology and Telecommunications 

Iran has a very large "tech savvy" population – over 60 percent of which are under 30 years old. 
Approximately 25 percent of Iranians are smartphone users with around 68.9 million cellular 
phone users. In 2014, MTN Irancell (Iran's second largest mobile phone network operator, 49 
percent owned by South Africa-based MTN Group) launched the country's first 4G LTE network 
across nine cities. A local internet service provider, Iranian Net, was established in 2011 with 
the purpose of creating a fibre-optic network across Iran. Iran is also connected to a submarine 
fibre-optic cable to the UAE with access to the Fiber-Optic Link Around the Globe ("FLAG"), 
linking Iran's 22.9-odd million internet users to the world. Furthermore, Iran's indigenous space 
programme has provided the country with telecommunication satellite capabilities. The lifting of 
nuclear related sanctions will enable Iran to improve its technology and telecommunication 
infrastructure whilst potentially offering opportunities for global partners. 
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