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The research concludes that stabilization clauses neither
deprive the State of its legislative authority nor impose an
absolute restriction on its sovereignty. Nevertheless, the
exercise of such authority does not necessarily release the
State from its contractual commitments. Depending on the
clause and applicable legal framework, a breach may
result in compensation or restoration of the contractual
economic equilibrium. Moreover, stabilization clauses do
not, by themselves, negate the administrative nature of the
contract, automatically internationalize it, or establish
international arbitral jurisdiction. Their principal legal
function is therefore to balance contractual stability with
the State’s sovereign authority to regulate in the public
interest.

Keywords: Stabilization Clauses; Oil and Gas Contracts;
State Contracts; Foreign Investors; State Sovereignty;
Applicable Law; International Arbitration.
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Abstract:

Stabilization Clauses in Oil and Gas Contracts: Balancing
Contractual Stability and State Sovereignty and Their
Impact on the Legal Characterization of the Contract
This research examines stabilization clauses in oil and gas
contracts concluded between States and foreign investors,
focusing on the tension between contractual stability and
the State’s exercise of sovereign powers. The importance
of the subject arises from the long-term nature of such
contracts, the substantial investments involved, and their
connection with the exploitation of strategically important
natural resources.

The study analyzes the concept, forms, and purposes of
stabilization clauses, as well as their legitimacy and
binding effect on the State. It addresses the doctrinal
debate concerning the extent to which these clauses can
coexist with the State’s sovereign authority to amend its
legislation in pursuit of the public interest.

The research further examines the impact of stabilization
clauses on the legal characterization of oil and gas
contracts, particularly their relationship with the
administrative nature and internationalization of State
contracts. It also considers their role in determining the
applicable law, including the distinction between
incorporating the chosen law into the contract and
freezing its application against subsequent legislative
amendments.

Using analytical and comparative approaches, supported
by relevant arbitral practice, the study also considers the
consequences of breaching stabilization clauses and their
implications for dispute settlement.
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"Le cas de la natioalisation n'est certainement pas visé experssément par les clauses de stabilisation de la concession. Mais

il est soutenu par X que malgré cette lacune, les clauses de stabilisation de la concession (Ari. 17 et 11 révisés) sont
rédigées dans des termes si absolus et si larges, qu'elles se suffisent a elles - mémes- de fagon
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inconditionnelle et dans toules les circonstances pour prohiber la nationalisation. Ceci constitue une interprétation sur un
plan purement formel. Mais pour les raisons suivantes, elle n'est pas adoptée par le tribunal. "
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