REVI SED, JUNE 12, 1998

IN THE UNI TED STATES COURT OF APPEALS
FOR THE FIFTH CI RCUI T

No. 96-20497

PENNZO L EXPLORATI ON AND

PRODUCTI ON COVMPANY; PENNZO L Plaintiffs - Appell ees-Cross-Appel | ants,
| NTERNATI ONAL | NC; PENNZO L

CASPI AN DEVELOPMENT CORPORATI ON;

PENNZO L CASPI AN CORPORATI ON,

Ver sus
RAMCO ENERGY LI M TED, RAMCO HAZAR

ENERGY LI M TED,
Def endant s - Appel | ant s- Cr oss- Appel | ees.

Appeal fromthe United States District Court for the
Sout hern District of Texas

May 13, 1998
Before JOLLY, EMLIOM GARZA, and JOHN R G BSON,” Circuit Judges.
JOHN R G BSON, Circuit Judge.

The i ssue before us i s whet her Ranto' s? di spute with Pennzoil over
devel opnment rights in the Karabakh Prospect, granted to Pennzoil by the
Azerbai jan Governnent to satisfy obligations arising fromwork perforned
on a gas utilization project, is subject to binding arbitration. The

district court held that the dispute is arbitrable under a Joint

‘Circuit Judge of the Eighth Circuit, sitting by designation.
Thr oughout this opinion "Ranto" will refer to "Ranto Hazar Energy
Limted," fornerly known as "Ranto Energy Linmted." W wll refer to
the various Pennzoil conpanies as sinply Pennzoil.
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Operating Agreenent entered into by Ranco, Pennzoil, and various other
energy conpani es. Ranco appeals, arguing that the dispute does not
arise under or relate to the Joint Agreenent, but rather is governed by
a June 7, 1993 letter agreenent between Ranco and Pennzoil that does not
contain an arbitration clause. W affirmthe district court's judgnent.

Ranco and Pennzoil are parties to nunerous agreenents relating to
t he devel opnent of oil and gas in the Apsheron Trend, an area | ocated
in the Caspian Sea of fshore Azerbaijan.

Rancto and Pennzoil's contractual relationship originated in a
February 13, 1992 letter agreenent, referred to as the "Letter of
Intent." 1In the Letter of Intent, Ranco and Pennzoil agreed to conduct
a feasibility study for the devel opnent of the Guneshli?® and Chirag*
Fields, two fields |ocated in the Apsheron Trend. The Letter of I|ntent
outlined Ranco and Pennzoil's financial relationship and all ocated any
potential devel opnment rights the Azerbaijan Governnment may award the
parties in the two fields.

On May 22, 1992, Pennzoil, Ranto, and Kaspnorneftegas (KWNG, the
negotiati ng representative of the Azerbaijan Governnent, entered into
an "Agreenment To Construct A Geol ogical Mdel of the Guneshli Field in
the Azerbaijan Sector of the Caspian Sea." This agreenent, expressing
"a viewto enhancing devel opnent ... fromGuneshli Field," was referred
to as the "Guneshli Agreenent." It contains an arbitration clause

stating that "[a]ny disputes between the parties wll be settled,

*This field was initially referred to as the "April 28 Field," and
Guneshli is, in sone agreenents, spelled differently.

“The letter referred to this field as the "Kaverochkin Field,
| ater renaned Chirag.
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exclusively and finally, by arbitration.”

After constructing the geological nodel, and as a devel opnent
contract for the Guneshli Field becane nore i nm nent, Pennzoil and Ranto
executed a second letter agreenment dated August 18, 1992. Thi s
agreenent anended the parties' financial relationship andthe allocation
of potential devel opnent rights in the Guneshli Field as set out in the
February 13 Letter of Intent.

By OCctober of 1992, the State QI Conpany of the Azerbaijan
Republic (SOCAR), the new negotiating representative of the Azerbaijan
Governnent, had not granted Ranco and Pennzoil devel oprment rights inthe
Guneshli Field. To secure developnent rights in the Guneshli Field,
Pennzoil entered into a "Gas Utilization Agreement for Guneshli and Neft
Dashl ary Fields" with SOCAR on Cctober 1, 1992. In this agreenent,
|ater referred to as GUP 1, Pennzoil agreed to build an offshore natura
gas conpressor station to capture the natural gas being vented fromthe
Guneshli and Neft Dashlary Fields and to transport the gas to energy-
starved Azerbaij an.

In conjunction with GUP 1, and on the sanme date, Pennzoil and

Ranto, collectively as "Contractor,”" entered into a "General Agreenent
On Terns and Principles for Concluding the Guneshli Field Devel opnent
Contract" with SOCAR and the Azerbaijan Governnent to inplenent a
programfor gathering and transporting natural gas fromthe Guneshli and
Neft Dashlary Fields to shore. The agreenent, later referred to as the

"General Agreenent," also provided that the parties inmediately set up
a conmmittee to prepare an acceptabl e Production Sharing Contract (PSC)
for the Guneshli Field.

In May of 1993, before Ranto and Pennzoil coul d secure devel opnent
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rights in the Guneshli Field, SOCAR announced its intent to "unitize"
t he devel opnent of the Apsheron Trend, consisting of the Azeri, Chirag,
and Guneshli Fields (the "ACG Unit"). In light of this decision, Ranto
and Pennzoil executed the third letter agreement of June 7, 1993,
defining the terns of their relationship in |ight of SOCAR s deci sion
to include the Guneshli Field in the unitized devel opnment of the
Apsheron Trend. This agreenment, which specifically superseded the two
previous letter agreenents, states:

For the purposes of this Letter Agreenent, the GQGunashli,

Chirag and Azeri Fields, and any other areas which shall be

devel oped pursuant to any j oi nt devel opnent, fiel d nmanagenent

or other contract or agreenent (the "Contract") granting

rights to explore for, develop, produce, transport and/or

mar ket hydrocarbons from said fields, whether pursuant to

Unitisation or otherwise, within the jurisdiction of the

Azerbaijan Republic shall be deened the "Contract Area."
The parties agreed that any interests in any contract relating to the
"Contract Area" acquired by Pennzoil and/or Ranto shall be subject to
the June 7, 1993 letter agreenent. Like the other two letter
agreenents, this agreenent does not contain an arbitration provision.

Because of SOCAR s decision to unitize, Rancto, Pennzoil, and siXx
ot her petroleum conpanies that had been negotiating with SOCAR for
devel opnment rights in the Azeri, Chirag, or Guneshli Fields, entered
into the Azerbaijan-Apsheron Trend Agreenent, otherwi se referred to as
the "AM Agreenent." The AM Agreenent, dated Cctober 19, 1993, set
out the parties participating interests in the potential devel opnent

rights inthe unitized devel opment of the Apsheron Trend (|l ater referred

to as the AM area on an attached map).® The costs incurred by Pennzoi

*The AM Agreenment referred to SOCAR s previ ous negotiations for
separate production sharing agreenents with three groups. Anobng
these were the Guneshli Field Goup, conprised of Pennzoil and Ranto,
and the Azeri Field Goup, conprised of Ranto and five other parties
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and Ranto under the GUP agreenent, and the obligations of the other

parties for such costs, are treated specifically and in detail in the

AM agreenent. The AM Agreenent provides that "any dispute or

di fference arising out of or in connection with the Agreenent, including

any question regarding its existence, validity or term nation, shall be
resol ved exclusively by arbitration.™”

SOCAR' s decision to unitize the Guneshli, Chirag, and Azeri Fields
necessarily nmeant that Ranco and Pennzoil would not obtain exclusive
devel opnent rights in the Guneshli Field as GJUP 1 and the General
Agreenent had contenplated. As a result, on January 17, 1994, Pennzoil,
on behalf of itself and Ranto, entered into an agreenent w th SOCAR
entitled "Additional Agreement On The Gas Utilization Project From
Guneshli and Neft Dashlary Fields," referred to as GUP 2. GQUP 2 set
forth alternative nethods for SOCAR rei nbursing Pennzoil and Ranto for
costs incurred in constructing the gas utilizationfacilities, including
paynent in currency, delivery of crude oil or hydrocarbon products,
credit toward the total signature bonus for the first Devel opnent
Agreenent covering all or any part of the Azerbaijani territory to which
the Pennzoil Goup is a party, or any other equitable method or
mechani sm The agreenent contains an arbitration cl ause.

On Septenber 20, 1994, SOCAR, the eight parties to the AM
Agreenent, and two additional conpanies entered into an "Agreenent on
the Joint Devel opnent and Production Sharing for the Azeri and Chirag
Fields and the Deep Water Portion of the @unashli Field in the
Azerbaijan Sector of the Caspian Sea." |In this agreenent, referred to

as the "PSC," "Production Sharing Contract," or "Unit Agreenent," SOCAR

to the AM Agreenent.



awarded participating interests to the contractor parties in the
unitized Apsheron Trend, including Pennzoil and Ranco. The agreenent
contains references to the gas utilization agreenent, and contains an
arbitration clause for disputes arising between SOCAR and any or all of
the contractor parties.

On Novenber 4, 1994, the signatories to the PSC, except SOCAR,
executed a Joi nt Operating Agreement which regul ated the rel ation of the
parties in the exercise of their rights and obligations under the PSC.

The JOA contains an arbitration clause stating:

Any dispute, controversy or claim arising out of or in

relation to or in connection with this Agreenment or the

operations carried out wunder this Agreenent, including
wthout I|inmtation any dispute as to the wvalidity,
interpretation, enforceability or breach of this Agreenent,

shal| be exclusively and finally settled by arbitration, and

any Party may subnit such a dispute, controversy or claimto

arbitration.

On Decenber 3, 1994, SOCAR and Pennzoil signed a "Paynment Agreenent
for Costs Related to the Guneshli and Neft Dashlari Gas Utilization

Project," to satisfy SOCAR s obligations pursuant to GUP 2. SOCAR and
Pennzoi|l agreed that SOCAR woul d satisfy the costs incurred by Pennzoi l
in connection with the Gas Utilization Project by, anong other things,
granting Pennzoil a thirty percent equity interest in the Karabakh
Prospect, an area outside the Apsheron Trend. This agreenent
specifically refers to the paragraph of GJUP 2 setting forth the
alternative nmet hods of reinbursenment, and also to Pennzoil's share of
t he bonus payabl e under the PSC or Unit Agreenent.

Soon after learning that Pennzoil and SOCAR had entered the
Decenber 3, 1994 Paynent Agreenent, Ranco sought assurances from

Pennzoil that it would share in the equity interest in the Karabakh

Prospect under the terns of the June 7 letter agreenent. Pennzoi |
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refused, and repeated its refusal to a Rancto |etter demand. Pennzoi |
then filed a notion to conpel arbitration with the district court,
argui ng that the GQuneshli Agreenent, the AM Agreenent, GUP 2, and the
JOA all required arbitration of the dispute.

The district court determi ned that the dispute was not arbitrable
under the Guneshli Agreement, the AM Agreenent, or GUP 2, but that it
was arbitrabl e under the Joint Operating Agreenent.

On appeal, Ranto argues that the district court erroneously granted
Pennzoil's nmotion to conpel arbitration under the JOA. Pennzoil cross-
appeal s, arguing that, in additionto the JOA, the AM Agreenent and GUP
2 also conpel arbitration of the dispute.

l.

Arbitration is a matter of contract between the parties, and a
court cannot conpel a party to arbitrate a dispute unless the court
determnines the parties agreed to arbitrate the dispute i n question. See

AT & T Technol ogies, Inc. v. Communi cati ons Whrkers, 475 U.S. 643, 648

(1986); Neal v. Hardee's Food Systens, Inc., 918 F.2d 34, 37 (5th Cir.

1990). "[A]s with any other contract, the parties' intentions control,
but those intentions are generously construed as to issues of

arbitrability." Mtsubishi Mtors Corp. v. Soler Chrysler-Plynouth,

Inc., 473 U.S. 614, 626 (1985). This applies with special force in the
field of international comerce. ld. at 631.

Det ermi ni ng whether the parties agreed to arbitrate the dispute in
guestion involves two considerations: (1) whether a valid agreenent to
arbitrate between the parties exists; and (2) whether the dispute in
guestion falls within the scope of that arbitration agreenent. See

Webb, 89 F.3d at 258; Hornbeck Cff shore (1984) Corp.v. Coastal Carriers
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Corp., 981 F.2d 752, 754 (5th Cir. 1993); Mdwest Mechanical Contractors

V. Commonwealth Const. Co., 801 F.2d 748, 750 (5th Cir. 1986). We

review de novo the grant or denial of a nmotion to conpel arbitration.

See Webb v. lInvestacorp, Inc., 89 F.3d 252, 257 (5th Cir. 1996).

.

We first consider whether there is a valid agreenent to arbitrate
between the parties. Pennzoil and Ranto are parties to five agreenents
containing arbitration clauses -- the GQuneshli Agreenent, the AM
Agreenent, GUP 2, the PSC’ and the JOA

A

W agree with the district court that the arbitration clauses in
the Guneshli Agreenment and GUP 2 do not apply to disputes between
Pennzoi|l and Ranco. The Guneshli Agreenent provides that "Party means
ei ther Pennzoil/Rancto or KMNG as applicable." Throughout the agreenent,
Pennzoil and Ranto are collectively referred to as "Pennzoil/Ranto."
Simlarly, in GUP 2, Pennzoil and Ranto are collectively referred to as
the "Pennzoil Goup," and the agreenent was entered i nto between SOCAR
and Pennzoil "on behalf of itself and Ranco.” The arbitration clauses
inthese agreenments do not apply to di sputes between Rancto and Pennzoi l
but rather apply to di sputes between Pennzoil/Ranto, as a single party
on the one hand, and either KMNG or its successor SOCAR, on the other
hand. Accordingly, Ranco cannot be forced to arbitrate the dispute
under either the Guneshli Agreenent or GUP 2.

B

Ranto al so argues that the AM's arbitration cl ause does not apply

®Pennzoi| does not argue that arbitration is nandated under the
PSC.
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to di sputes between Rancto and Pennzoil because Ranto and Pennzoil are
a single party to the AM Agreenment. |n support of this argunent, Ranto
points to the fact that Pennzoil/Ranto t oget her are awarded an undi vi ded
seventeen percent "Participating Interest"” in the total rights and
obligations the parties may acquire in the AM area.

Many rights and obligations set forth in the AM Agreenent are
cal cul ated based upon the parties' "Participating Interests."” For
exanple, Article 2.2 states that "the proposals and negotiating
positions to be put forward shall be those which receive the affirmative
vote of the Parties ... with each Party having a voting interest equa
to its Participating Interest."” Article 3.1 states that any costs
incurred by a party pursuant to the voting procedures in Article 2.2
"shall be borne by the Parties pro rata to their respective
Participating Interests." Ranco argues that the AM Agreenment proves
that "Party" necessarily neans the individual conpanies or groups of
conmpani es who were awarded Participating Interests. Because Ranto and
Pennzoi|l are provided an undi vided Participating Interest, Ranto argues
they are a single party to the contract.

That Ranto and Pennzoil are allocated an undivided participating
interest inthe AM Agreenent does not establish that Ranco and Pennzoi |
are a single party to the agreenent. The AM Agreenent conmences by

stating, "This Agreenent is made ... between:" and then identifies eight
separate corporate entities, including Ranto and Pennzoil. |Imediately
following the listing, the AM Agreenent states that the entities are
"hereinafter collectively referred to as the 'Parties' and individually
as 'Party.'" At the end of the docunent, a Pennzoil representative

signed "on behalf of Pennzoil" and a Ranto representative signed "on
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behal f of Ranto." The terns of the AM agreenent do not support Ranto's
posi tion.

O her evidence in the record |ends support to our view that
Pennzoi|l and Ranto are separate parties to the contract.’ In a February
10, 1994, fax transm ssion to Pennzoil, Ranco states, "There appears to
be sonme confusion as to whether Ranto should be circulated directly....
Let ne please clarify: Ranto is a separate party to the AM and wi |l be
a separate signature to the PSC and t herefore shoul d be included i n each
of your circulationlists...." W conclude that the arbitration clause
inthe AM Agreenent is a valid agreenent to arbitrate di sputes between
Pennzoi|l and Ranto.

C.

The fourth agreenment which contains an arbitration clause is the
Joint Operating Agreenment. Ranto does not dispute the validity of the
JOA's arbitration clause or that Ranto and Pennzoil are separate parties
to the agreenent. Instead, it argues that the dispute does not fall
within the scope of this agreenent.

Havi ng concl uded that the AM Agreenent and the JOA contain valid
agreenents to arbitrate between the parties, we turn to whether the
di spute before us conmes within the scope of either of these agreenents.

[l

Whet her the dispute falls within the arbitration agreenent is a

Two other parties to the AM Agreenent, "BP" and "Statoil," were
al so all ocated an "undivided participating interest" in potenti al
devel opnent rights in the AM Area. Like Pennzoil and Rancto, BP and
Statoil were also individually listed and signed separately.

Foll owi ng Ranto's rationale, BP and Statoil nmust al so be a singular

party to the Agreenent, a reading which seens to contradict Article

4.1(b) which specifically allows BP to nom nate a person to fill the
nost senior position in the to-be-formed Joint Operating Entity.
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determination this court nust nmake, and both parties urge that we do so.

We have stated i n Executone Informati on Systens v. Davis, 26 F.3d 1314,

1321 (5th Cir. 1994), that the question of whether a party can be
conpelled to arbitrate, as well as the question of what issues a party
can be conpelled to arbitrate, is an issue for the court rather than the

arbitrator to decide. W are satisfied that AT & T Technol ogi es | nc.

V. Comuni cations Wbrkers, 475 U S. 643, 649 (1986), nmkes this

abundantly clear.® See also Litton Financial Printing Div. v. Nationa

Labor Relations Bd, 501 U S. 190, 208, 209 (1991).

Thi s di spute centers around t he Decenber 3, 1994 "Paynent Agreenent
for Costs Related to the Guneshli and Neft Dashlary Gas Utilization
Project" entered into by Pennzoil and SOCAR whi ch, anmpbng ot her things,
awards Pennzoil a thirty percent equity interest in the Karabakh
Pr ospect.

Ranco argues that the June 7, 1993 letter agreenent is the "joint
venture agreenment" defining the terns of Pennzoil and Ranto's
rel ati onshi p. Ranco explains that because Pennzoil obtained the
Kar abakh interest as reinbursenent for GUP-rel ated expenditures it is
necessarily a joint asset governed by the June 7, 1993 joint venture
agreenent . Furthernore, Rancto argues that the Karabakh Prospect is
within the "Contract Area" as defined in the June 7, 1993 letter

agreenent, and, therefore, the June 7 letter agreenent governs.

% recogni ze that sone of our decision mght be read to the
contrary, see Sedco, Inc. v. Petrol eos Mexicanos Mexican National Q|
Co., 767 F.2d 1140, 1150 (5th Cir. 1985); and Hornbeck O fshore
(1984) Corp. v. Coastal Carriers Corp., 981 F.2d 752, 754-55 (5th
Cir. 1993). Should a claimarise that mght require that we
determ ne whether there is a conflict between our decisions and to
what extent, we will decide the issue at that tine.
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Finally, Ranco argues that the Karabakh Prospect is not a part of the
Guneshli, Chirag, or Azeri Fields, and thus, the AM Agreenent and the
JOA, which are linited to those fields, are irrelevant to the dispute.

Pennzoi | does not dispute that the Karabakh Prospect is outside the
geographi c area covered by the JOA and the AM Agreenent, or that Ranto
has not based its clai mon either of these agreenents. Rather, Pennzoi l
argues that Pennzoil and Ranto's relationship is confined to the fields
of the Apsheron Trend, that the JOA is the controlling docunent
regul ating those rights, and that the June 7 letter nmerely governs the
fi nanci ng of Pennzoil's and Ranto's rights in the Apsheron Trend.

We enphasize that our sole responsibility is to deterni ne whether
this dispute is governed by an arbitration clause, not to determ ne the

merits of the dispute. See Snap-On Tools Corp., v. Mason, 18 F.3d 1261,

1267 (5th Cir. 1994). "We resolve doubts concerning the scope of
coverage of an arbitration <clause in favor of arbitration.
...[Alrbitration should not be denied 'unless it can be said wth

positive assurance that an arbitration clause is not susceptible of an

i nterpretation which would cover the dispute at issue.'" Neal, 918 F. 2d
at 37 (internal citations onitted). See al so AT&T Technol ogi es, 475
U S. at 650.

A

We first exani ne whether the dispute falls within the scope of the
JOA's arbitration clause, which mandates arbitration of "[a]ny dispute,
controversy or claimarising out of or inrelation to or in connection
with this Agreenent or the operations carried out under this Agreenent,
including wthout Ilimtation any dispute as to the wvalidity,

interpretation, enforceability or breach of this Agreenent."
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Both the Supreme Court and this court have characterized simlar
arbitration clauses as broad arbitration clauses capabl e of expansive

reach. See Prima Paint Corp., v. Flood & Conklin Mg. Co., 388 U.S.

395, 397-98 (1967) (labelling as "broad" a clause requiring arbitration
of "[a]lny controversy or claim arising out of or relating to this

Agreenment"); Nauru Phosphate Royalties, Inc. v. Drago Dais Interests,

Inc., 1998 W 145363, *4 (5th Cir. 1998) (holding that when parties
agree to an arbitration clause governing "[a]ny dispute ... arising out
of or in connection with or relating to this Agreenent," they "intend
the clause to reach all aspects of the relationship.").

Furthernore, courts distinguish "narrow' arbitration cl auses t hat
only require arbitration of disputes "arising out of" the contract from
broad arbitration clauses governing disputes that "relate to" or "are

connected with" the contract. See, e.qg., Tracer Research Corp. V.

National Envtl. Svcs. Co., 42 F.3d 1292, 1295 (9th Cir. 1994) (conparing

"relating to" language with "arising out of" [|anguage). The Joint

Operati ng Agreenent uses not only the phrase "arising out of," but also

"in connection with or relating to." This resolves any doubt that this
is a "broad" clause. Broad arbitration clauses, |like the JOA s
arbitration clause, are not limted to clains that literally "arise

under the contract," but rather enbrace all disputes between the parties
having a significant relationship to the contract regardless of the

| abel attached to the dispute.® See J.J. Ryan & Sons v. Rhone Poul enc

Textile, 863 F.2d 315, 321 (4th Cir. 1988); Mller v. Flunme, 1998 W

W& realize that even broad clauses have their limts. Because we
are concerned only with the dispute before us and its connection with
or relation to the several agreenents before us, we need not explore
these outer limts.
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128443, *7 (7th Cir. 1998).

Ranco argues that this dispute is not arbitrable under the JOA
because Ranto has not based its claimto an interest in the Karabakh
Prospect pursuant to the JOA, but rather has based its cl ai munder the
June 7, 1993 letter agreenent.

The fact that Rancto's claimis based on the June 7 | etter agreenent
does not decide whether the dispute is arbitrable under the JOA' s

arbitration provision. See Neal, 918 F.2d at 37; Anerican Recovery

Corp. v. Conputerized Thernmal Imaging, 96 F.3d 88, 93 (4th Cir. 1996);

ARW Exploration Corp. v. Aquire, 45 F.3d 1455, 1461 (10th Cr.

1995) (Wi l e agreenent did not <contain an arbitration clause,
arbitration provision in other agreenents broad enough to enconpass
di spute).

Pursuant to the JOA's arbitration clause, "any" dispute ari si ng out
of "or inrelation to" or "in connection with" the JOA shall be settled
by arbitration. Therefore, it is not necessary that the dispute arise
out of the JOAto be arbitrable -- but only that the dispute "relate to"
or be "connected with" the JOA. See Commerce Park; 729 F.2d at 339,

n.4. Wth such a broad arbitration clause, it is only necessary that
the dispute "touch" matters covered by the JOA to be arbitrable. See

M t subi shi, 473 U.S. at 625 n.14; Commerce Park, 729 F.2d at 339 n. 4.

Bearing in mnd the strong federal policy in favor of arbitration,
we conclude the dispute is "related to" the JOA and is therefore
arbitrabl e under its extrenely broad arbitration provision. The dispute
flows from a series of interrelated agreenments, all of which center
around the overriding goal of acquiring devel opment rights from the

Azerbai jan governnment in the Guneshli Field, before unitization, and the
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Guneshli, Chirag, and Azeri Fields after unitization. In addition to
being related to the same overriding goal, the agreenents thenselves
evidence their inter-relationship. The first agreenent entered i nto by
Ranco and Pennzoil, the February 13, 1992 Letter of Intent, recites:

During the Study period the parties expect to comence

comrercial negotiations with the appropriate Azerbaijani

authorities relating to the [Guneshli] and [Chirag] Fields.

During this time the parties will also use their best

endeavors to conclude a joint operating agreenment ('JOA')

governi ng their nmutual relationship. Wen executed, the JOA

wi |l supersede this letter agreenent.

The August 18, 1992 l|etter agreenent refers to the February 13
Letter of Intent, the feasibility study relating to the devel opnent of
the Guneshli Field, and a proposed contract currently under draft and
di scussion (the "PEC') which was to be entered into by the Azerbaijan
governnent, Ranto, and Pennzoil relating to the devel opnent of the
Guneshli Field. This letter acknow edged, as did the February 13 Letter
of Intent, that it did not set out all details governing the parties
rel ati onshi p.

Li ke the two preceding letter agreenents, the June 7, 1993 letter
agreenent al so acknow edged that it did not set out all the details
governing the parties' relationship. Pennzoil and Ranto agreed that,
as soon as SOCAR awarded a percentage interest in respect to the
unitization of the three fields, they would negotiate a nore definitive
agreenent, but in the interim the June 7 letter agreenent controll ed.
Simlarly, the AM Agreenent also contenplated that the parties would
conclude a joint operating agreenent governing operations in the AM
Ar ea. The AM Agreenent also specifically refers to Pennzoil and

Ranto's costs incurred in performng the gas utilization project and

contains detailed provisions for allocation of and responsibility for
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these costs by the parti es.

GUP 2 specifically refers to GUP 1 and the concurrent GCeneral
Agreenent and recognizes that the primary inducenment for Ranco and
Pennzoil committing to those agreenents was SOCAR s comritnent to grant
Ranco and Pennzoil exclusive devel opnent rights in the Guneshli Field.
The PSC recognizes that SOCAR and the Pennzoil Goup (Pennzoil and
Ranto) had previously entered into the GUP 1 and GUP 2 agreenents, and
provi des for reinbursement of Pennzoil and Ranto's costs incurred in
connection with the Gas Utilization Project. In addition, the PSC
specifically states that the Pennzoil Goup and SOCAR can anend or
nodi fy the Gas Uilization Agreenent and negoti ate one or nore nethods
for SOCARto satisfy its obligations to the Pennzoil G oup under the Gas
Utilization Agreenent.

The JOA is directly tied to the PSC as its purpose is to regul ate
the parties in the exercise of their rights with regard to the Azeri,
Chirag, and Guneshli Fields. The JOA provides that the Agreenent is the
entire agreenent of the Parties in relation to the matters dealt with
therein and supersedes all prior understandings, agreenents and
negotiations of the Parties relating hereto. The agreenents, by their

terns, plainly show their interrelation.?

°Furthernore, there is evidence that Ranco recognized this
interrelationship anong the docunents in a Decenber 8, 1993, letter
acconpanying a draft financing agreenent. Ranto's attorney states:

| undertook to send . . . an outline of the financing
agreenent which will need to be put in place between
Pennzoil and Ranto, the final ternms which will, of course,
depend on the final formof the JOA. A draft follows
which will look quite sinmilar to a version | provided

[ Pennzoil] earlier this year in the context of the
Gunashli JOA. . . . | would like to have your prelimnary

observations on the outline primarily to identify any
significant areas which have been omtted. The draft
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We need not decide whether these letter agreenents were in fact
superseded by the JOA to deternine the issue before us. W nerely use
this | anguage fromthe Joint Operating Agreenent as further illustration
of the interrel atedness and i nterdependency of the numerous agreenents
entered into by Ranco and Pennzoil - particularly the June 7 agreenent
and the JOA.

Ranco is essentially disputing the ternms of the Decenber 3, 1994
Payment Agreenment entered i nto between Ranco and Pennzoil. The Paynment
Agreenent, entered into to satisfy GUP 2, specifically provides that
SOCAR wi Il satisfy a portion of its obligation by crediting "Pennzoil's
share of the bonus payable under Article 29.2 (i) of the [PSC]." The
parties entered into the JOA to "define their respective rights and
obligations with respect to their operations under the PSC." Thus, this
di spute, which clearly relates to the Paynent Agreenent, also "rel ates
to" the JOA

Al t hough Ranto is relying on the June 7, 1993, letter agreenent,
both the June 7 letter agreenment and the JOA specifically deal with the
acqui sition of devel opnent rights fromthe Azerbaijan Government in the
Guneshli, Chirag, and Azeri Fields. This dispute relates to Ranco and
Pennzoil's agreenents entered to secure those devel opnent rights from
the Azerbaijan Governnment, of which the Gas Uilization Project was a
key factor.

Pennzoi|l and Ranto entered into GUP 1 and the General Agreenent to

fi nanci ng agreenent stated: "This agreenent and the Joint
Operati ng Agreenent supersede in all respects those
certain Letter Agreenents between [Pennzoil] and Ranto
dated 13 February 1992, 18 August 1992, and 10 June 1993
respectively."
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secure exclusive devel opnent rights in the Guneshli Field. Because of
SOCAR' s decisionto unitize the Guneshli, Chirag, and Azeri Fields, this
di d not happen.!* Therefore, Ranco and Pennzoil entered into GUP 2 with
SOCAR to provide for reinbursement of GUP related costs. SOCAR' s
paynent to Pennzoil to satisfy GUP 2 is at the center of this dispute.

Al t hough the dispute may not "arise under" the JOA, the dispute
"relates to" the JOA and therefore falls within the JOA's broad
arbitration provision.

B.

Like the JOA, the AM Agreenent contains a broad arbitration
cl ause. The AM Agreenent mandates arbitration of "any dispute or
difference arising out of or in connection with this Agreenent.”

The AM Agreenent, like the JOA is another agreenment in the |line
of agreenents dealing with the acquisition of devel opnent rights in the
Guneshli, Chirag, and Azeri Fields. SOCAR s decision to unitize the
three fields | ed the conpani es that had previously been negotiating with
SOCAR for devel oprment rights in those fields to enter the AM Agreenent.
The AM Agreenent specifically divides the rights and obligations which
may be acquired by the parties in the event the parties reach an
agreenent with SOCAR for devel opnment rights in the Guneshli, Chirag, and
Azeri Fields. Furt hernore, the AM Agreenent recogni zes that Pennzoil
and Ranto incurred costs in perform ng under GUJP 1 and sets forth how
those costs will be borne by the parties if an agreenent for devel opnent
rights with SOCAR i ncl udes the Guneshli Field. Ranto is now attenpting

to establish rights arising fromthe Gas Uilization Project and the

“SOCAR s decision to unitize also led to Ranto and Pennzoi |
executing the June 7, 1993 letter agreenent, and eventually the JOA
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June 7 letter agreenment which covers the sane unitized fields the AM
Agreenent regul ates. Mich of our discussion of the JOA above, and of
governing |l egal principles, is equally applicable to the AM. Like the
JOA, Ranto's claimis connected to the AM Agreenent and therefore the
dispute falls within the AM Agreenent's broad arbitration cl ause.
CONCLUSI ON

For the reasons stated above, we conclude (1) that both the AM
Agreenment and the JOA contain valid agreenents to arbitrate disputes
bet ween Ranto and Pennzoil; and (2) that the dispute falls within the
scope of the AM Agreenent's arbitration clause and the JOA' s
arbitration clause. Accordingly, we affirmthe district court's order
granting Pennzoil's nmotion to conpel arbitration in New York, New York
in accordance with the Arbitration Rules of the United Nations

Conmmi ssion on International Trade | aw.
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