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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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1. Maintenance (Mechanical, Electrical, Instrument), Overhaul, Properties, Office and none

industrial personnel, Industrial Cleaning, Sampling and Laboratory Services, Gardenin,
Transport, HSE, Security, ITC, Restaurant, Warehouse Services.
2. Sulfur Recovery Unit
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1. EPC+O&M
2. Design-Build-Operate (DBO)
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1. Green Field
2.DBO
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1 New Engineering Contract, NEC

2 NEC4, NEC4 ECC (Engineering and Construction Contract)
3. Early Production

4. First Oil

5. OPEX



V| O Kan 5 550 B | e g Sl Cerio )3 (O&M) Sl pani 5 616K e85 0 5 Slasls ) 3

Gy G Ay Ok YO W5 6l 1) Slhas 6yl5 g0 oS e Sl
33 615 pe e Slhas 55 03Tl Ol anw 5 &L&u@:\a)\} 3 Sl allls odge
Cls g oed guames J§.~ 4 o lAddrw g & 'SAP Olge Cow (oals,l 3 LB

A Iy A S aly i

(IPC) & o5 sWaslayl B 53 g 1K 5 (s)l5 po e A-Y-T

o5 Il A5 0505 YA 2ulasT o5 S5 53 s 2 5 e hilaze mn 313508 5o
Soa GYb bl ge Sl edinsann 5 5 S0ley s Ll s[5 4 o 5L Lol ol o
Ly g Ll SKan 0l o 5ol 55 45" Sl ol ol Jool 05551 (5413 0 40 035
sls 3 55 Lal (Y2 VY (adl 5l 5 (6506 oDe) Wile y sls )l 3 s ol 38l 55 da,n
wils 5 g Oldon 51613 20 g 0033 Sladle o fege 53 0Ly <SS o (ST
ol e slssl 3 5 s o s Ol gl G880 e OS5 4 e ab s 1) G
Aled el 1y A8 ez 0L o eals)l 3 55 sdd pand Sde 53 5405 addby OS5
¢S S TAFO L acDgs Sl L5 Olsie Cod S8 el b I oyl
Codasanm 5 Colda 5 J28 (s o e | ol Ol ol s IS0
Sl 2 W el OS5 epl g s e plal Sl il Wy ke
S RNl sdu e I8 @ sl 3 093 5 Olis I 28U A5 O3 pes ST
CSlb da a1 Sl M 5 5 08 Dlas (S5keis Sl sl
23 Jes on s cnl Ci e 0S5 (U a syl 3wl Sldewins 3 Ol g
3,8 o 53 Sy o gn 5 latl s SV b e

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
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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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4. Mobile Oil Treater (M.O.T)

5. Skid mounted
6. NGL
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