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Abstract

With the change in policy by the Iranian Ministry of Petroleum in 2017 to outsource
the operation and maintenance of oil and gas units to the private sector, the O&M
outsourcing contract framework has drawn more attention than ever.

This study first explores the current state of O&M contracts, in conjunction with

the laws and regulations, and wraps up that the Ministry of Petroleum has an
inherent duty to comprehensively outsourcing these operations to the private sector.
The next step points out that the vast majority of Operation contracts, which are
always claimed as O&M contracts, are basically manpower contracts.
The next step is to categorize these contracts into two categories: independent and
integrated. This study divided independent categories into seven categories:
Manpower, Inspection, Package-based, Indexed packages, Hybrid, and Full
Coverage. In opposed to the current method of making independent O&M contracts
in the oil and gas industry, the results showed that optimal O&M outsourcing takes
place through integrated contracts in which the operation is a partial part of that
contract. Furthermore, a review of the framework of integrated upstream contracts,
particularly the Iranian Upstream Petroleum Contract (IPC), and some types of
integrated downstream contracts, such as the EPC+O&M and the FIDIC DBO
model, conclusively demonstrates that "Build Operation and Transfer" and
"Rehabilitate, Operate, Transfer" contracts are one of the most effective methods of
outsourcing these operations.
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Introduction

In the oil and gas sector, physical assets such as refineries, pipelines, and processing
plants are essential for a stable energy supply. Increasing operational costs and
production demands have prompted companies to outsource maintenance to the private
sector. Efficient asset management is crucial for cost optimization, safety compliance,
and reducing downtime, while strategic outsourcing can mitigate risks and enhance
operational efficiency. This study examines optimal contract frameworks for
outsourcing, particularly in the context of Iran's recent initiatives to enhance asset value
through integrated management aligned with global standards. Although previous
research supports the viability of outsourcing, significant gaps remain in contract models,
cost structures, and execution quality, especially regarding Operations and Maintenance
(O&M) contracts in the hydrocarbon industry. This research focuses on developing
optimal O&M contract frameworks for the post-feasibility privatization phase,
confronting the specific confidentiality challenges of the sector.

Research Methodology

This applied-descriptive study utilized a mixed-methods approach, integrating
document analysis of over 35 Operations and Maintenance (O&M) contracts,
including IPC, Buyback, PPP, and BOT agreements, with in-depth interviews
involving more than 30 experts from NIOC subsidiaries, Oil and Gas companies,
and E&P contractors. Additionally, focus group discussions with representatives
from the Ministry of Energy enriched the data collection process. For the analysis of
upstream contracts, we reviewed four active IPC and two buyback agreements,
while infrastructure projects were assessed using simulated ROT frameworks, such
as the revitalization of Bibi Hakimeh EPC project.

Results and Discussion

As shown in Figure 1, these are divided into independent and integrated outsourcing
models. Independent O&M contracts split into partial and full-scope agreements,
exemplified by rotating equipment maintenance in oilfields. Full-coverage contracts
encompass entire facilities through seven risk/reward tiers: a) Resource provision b)
Inspection c) Package-based d) Indexed packages e) Performance-based f) Hybrid
(product-service-resources) g) Phased implementation.

Figure 1:0&M Contract Classification
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Key Findings

e Major outsourcing barriers include distrust of private sector, resistance to
change, and workforce social implications.

e O&M contracts require customized approaches; standardized frameworks
should evolve from operational experience rather than being imposed uniformly.
e Integrated contracts (BOT, ROT, EPC+O&M) demonstrate superior
operational outcomes compared to standalone O&M agreements, particularly
when operational alignment begins early.

e Full-scope contracts should be risk-stratified across seven implementation
models (resource provision, inspection, package-based, etc.), though current
practice in oil/gas sectors overly relies on labor-supply arrangements.

e Hybrid contract structures focusing on service procurement (vs. manpower
supply) are recommended for optimal operational flexibility.

Conclusion

e Aging infrastructure and high operational costs in oil & gas processing plants,
combined with limited government budgets and organizational inefficiencies,
highlight the critical need for performance-based integrated models. The
Rehabilitate-Operate-Transfer (ROT) approach proves particularly effective by:
o Maintaining private-sector ownership until operational transfer, creating
self-regulating quality control
o Eliminating the need for complex KPIs through built-in asset preservation
incentives
o Ensuring production reliability while modernizing critical facilities
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1. OICO (Oil Industries Commissioning and Operation Company)
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1. Iranian Petroleum Contract (IPC)
2. Build, Operate and Transfer (BOT)
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industrial personnel, Industrial Cleaning, Sampling and Laboratory Services, Gardenin,
Transport, HSE, Security, ITC, Restaurant, Warehouse Services.
2. Sulfur Recovery Unit

LoVl (5SS 5 61 0,8 sl (g &S Ukl S8 Kaa Ly oy opl Sl oS5 ¥
4 \YA4 JL. 5 Outsourcing Operation & Maintenance in SPGC ol sie v o5 ok 558

Wl 033 sty i Syl



VEY 50l | O oyl | VW Jlo| O 1 65 slasdl asliing 3 | YA

s by oS 5 @8 bl oS (ilwsy W6 Jole 03 sl S
g dal g O 5 odge 4 ol IS Ty Slucl 03 5doee 3 Sl Lt

4 Sl 313,15 55 odd i (53, Sdas sl astli 5 la)las 4 a5 b L3,
Sl U cJ s oy soen bab g 0 alumoy 50 s 5 9 J 287 oyl Jlas!
035 odoms ¢ ooy cnl alan 513 sad dal o8l SIS s 5 o Ole 5 313,13
s B8 B s b @bl S el a5 S, i)
Ol &S sl gwdVU il 8yl 5 Slaadlie (g1 056 O pman (gloiS s guus
b 20 &G @ OT plasl 5 ol 313,15 5 55 ol e cpl alS (6 obus 2
35l oo g oo g0 anailie 3 b 11y Collamil 5 SOl 5l 4 o

S 5 Al GBES 5 3 s sl 5K 5l ealiiel Sy VY
o Bl Sl sy 5 oS ke oS s S Ul LT Eoose ol G szl 5o
Al sy S Dyl anl S L 5 ool slaslg w5 Laslsyl s
u.:a;l.? sajl g Olea Ol ans Lg)l.,\.eé (13 po e slaslsyl 3 Ol s 3 (gl
osba S dea Ol pand 5 (615 po g 93 HW 3 e slas s d:aﬁb“ Slp Sl 9,8
(o OS5 anl S 5 s Ll 15 eslinul ) g0 S Cais 3 05 1S
g5 ot Dot S 5l aS Sl 03y (S0 S S anag 5 milige IS S
O35 yls Jds 4 9055 eslanal “?.)Lsgi Q)MQ#}J&.«AJ&)D#‘J‘JJ‘}
$Kin b 054 1)ls 5 zwsVL glasls,l 3 sl sl glodsp 5 35doun Slosla
SBCS a5 el 03,8 Jlizal lasla,l 3 ol 6,8 584 31 G (golwds
lasls,l 3 51 i )b O Cw OS5 L8 g O e Cw bl i 0S8 Wb
Sl 033 Ll o3 5a il ge oMo OT s 487 Wlos S oslizal Glal (55,5 ol
el S8 55 5 soledl oy b ST Sl
ISy CoMe oL Faisn ¢ Jima g3l 3l eslial Spse )
MU‘,&O‘JJLAJE.J{E@%M‘&WQWEQ‘M)&)‘@‘&)\JJ{OJG{

Qﬁ)}hﬂl{@%%éﬂ.&.@i}}@‘x@ Ld)‘bﬁaﬁ.:46)l?wﬁjﬁol~ﬁ6w‘)Mb}:wbnA;w‘)baxfb&i‘\.

el ol 4o 5 '«“@}La LI W Syl g yels g J&}k@jl}u(lﬂj)dh@}ab



YA | O K00 5 53 5 | e 9 S Cante 33 (O&M) Sl yeani 3 6,165 0813 20 4 o311

((Q‘)Kdﬁ/')é‘ﬁ6&%@;@5&&3}%"%&\1})‘@jgg@\a‘ﬁ@éﬁj
o3lizal J& 5 i wdy Do gyl LGy S b 3 OV5 o 5 0355 3L 5550
Jola e eyl 51 a8 Lol Gl ci Dl eolgiy Sl mes Gb s S
357 S 5 S omb OlF 5 SIS O Juls s saal 5 (03 ¢ e Ol 5
Ol e d 813 5y 90 atn 53 (LS SlaylS 53 dlu o 5 42 (Sl Ol
aliop T 53 oddpnd slajlae & (3L Cald &5 58 eslizal bajlae sl 5 Jbe

0 Slaslie g1 8 5 056 0Ly &S Sb3

ax LSS slasls,l 3 A-Y
(& lely el ¢ b Slhes LOT 53 a5 dites o lasls 1 3 cam ,LSS (slasls )l 3
MYy 05y & & cat gy IR, S S 4 SIS 5 10
Calies #lgl 53 ol e Seise Ol (Ile Ay, adlee 28
S ol 3 o3y S Sl 5 5l 5 tuale, WS 5 s LS slasls)l 3
Sl ule Sl p CSle ol Sllas plol 1 plie S8 05,8 )
313 4 LSS (lasla 5 )3 (6ol po g S ke 1 (3L 5 ST

slayl ¢ blae & bslsyl i usle o mws¥L Ll st e lasls,l B s
5 6ol3 5 Lol s = b sl dile sl e slSS slasla)l B e nsT
L)l S 5 o6 i (18 sl T3 (il 51 Sl el Cslsss
S 1y oy oyl g 5 gutome 1y IS5 Jee 313T o)l sen LIS 13,8 o oy s
3 SIS kS I3 ol (sl 60 g5l ol 2 5Y 0yl smn Sz 5 S dal
sl 15 5358 o 33 555 o S OSLS 3 Sl iy e
0Ly B LT 51 I8 ale Sl 3 Sl Sl 485 515 Cle 4 ¢ Jsls
Chlim 5 oSS sl Gollin gt bele 0 i S e 5 Joe 6315T (Ui
6)‘;\?"'1‘-")“ YL sbaslsyl 351 eslinul Ci Gt 53 558 o sbul Ol e
S wd 815 eslinal 5,58 5hps 5l A 53 Sl 5 3kl (slashslF O e
035 @35 5 M5 b OS5I CE w5 Lol o e Sl s LT Coale

1. EPC+O&M
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1. Service Agreement for Production in respect of “The early Production Under the Service
for Development Operations of Yadavaran Oil Filed

2. Iranian Facility Operator

O OYRODNT O yaan SIS 5 s sV (slasls,l 5 (81 5 Sl b ¢ o gos dayl 5 (I A 4 gen > ¥

owj%ggauwduot%w,:5ucjb;J,J.U;‘_g)l;ﬂn,e@,:ouj;legwlaucﬁ

S5 e e 5 A5 (ISl b 1L s Slag b s Uil Slbes 31 AU L3I A5

Sl S s by Lél:)ﬁr;:;')r}odhqwbl{néﬁda@‘jbb)lﬁjéfdﬁ@;&wt
33,8 o it (e on Lo 3,18 0B 4 slb o ComDlo s 51 45)

e Jome 35 Sl 5SSy Lo 5 5 e VLo Slles o aoly ool (0013 00 slaa 5o (0

ol 93 5 ke o 4 O L Ols sl 5 Y s ;805 5 (6518 Sblae b S8 ok g 51 A0

.»fda s 55k by guas



VEF 50l | O oyl | VY Jle| O 1 3! sbasdl asliiagy | VS

Ssls,l 3 g 5 10 Slles SUS 53 6 g sdin Slesbsn s
olal 5 5 slal & Sl ' 55 ST fele ol Cpmal Sl g 2V
S D a1y (1 e Dlhes 5 Bl O s (wikige Sy ke 0 a5 )5 ooy
3 Sl Jool bl 1y (5 Wadlie ditn dgaze 285 slacS 5 s o )l 5 30
03 O e Sile lasyllind 5 Jgenl beul s dulad (6515 0 g 9 0305 dnw g O e
o sbeS a clacals g syl oolaml 5 b dslal slal ¢ sV glaslsyl 3
Sl 3V pl by sl S gline Col o Sas o g5 | 55 O3lBes wlige Co e )3
o) Solo e Dles plwil 5 (2 SLOIs anw g5 5o 5 LIS &5 il iy 5
5 o) 355 end Csllas i A8 o S 5y 8 S o el
S Fedams sl (VL lasla )l 3 ()l o g ol cf YN0 (8L oLbLL
iz 03 ol slasls,l 3 g1l sl

> gdh oy S rwl:;wj 9 ‘alisz sloldw j> Llys o~ w&LgT syl 8
53 sl 3bs3l gkt 4 eVl GlaoSs Sl gk (V¥R OLKan 5 8 ,K5)
e 5y 3050 ol den 53 T35k e ol Wyl 55 5 alann L0
S s QU1 313,15 pb a4 sk sliaal b Sl ()5 0 5 M5 I 55 S,
el 6ol S0 e IS5 G ST Lo 5 8 e | lles
& garbokd S Oda W5 4 Oy Sl LSSy bl i a0l
S p Olkn ($513 20 ¢

b aly L 6 Ml o cdlbann g Glbe 53 W5 Il sl s Sl s

W b s 5l a o= by sl by 5 2,8 0 513 Bl5 5550 Olbs

1. Maximum Efficiency Rate (MER)
2. Brown Field
3. Green Field
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5. Operatorship Transfer Agreement

6. Iranian Facility Operatorship (IFO)
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1. Joint Management Committee (JMC)
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3. Public Private Partnership (PPP)
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1. Skid Mounted

2. Build-Own-Operate (BOO)
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4. Mobile Oil Treater (M.O.T)

5. Skid mounted
6. NGL
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