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Abstract

Deteriorating condition of facilities and operational units in Iran's oil sector
necessitates immediate rehabilitation and modernization initiatives. This
urgency is compounded by escalating operational costs and the constraints of
domestic resources within the Ministry of Petroleum, highlighting the need
for increased private sector investment and involvement. In this context, the
implementation of Rehabilitation, Operation, and Transfer (ROT) contracts
as a public-private partnership model presents a promising approach to
tackle these challenges.

This study seeks to examine the obstacles and advantages linked to the
adoption of the ROT framework within Iran's oil industry. Utilizing a
qualitative research methodology, the investigation incorporates case studies,
with data collected through document analysis and comprehensive
interviews. The results indicate notable disparities in how the ROT model is
perceived in Iran compared to other nations. To date, only two public-private
partnership projects have achieved operational status under the National
Iranian Oil Company (NIOC). Despite various challenges, limited
experiences with the Build-Operate-Transfer (BOT) model suggest a
potential for future public-private collaborations. Moreover, the ROT
model's extensive applicability in Iran's oil sector, particularly concerning
NIOC projects, is reinforced by its advantages over traditional models.
Given that ROT projects require lower capital investment and entail reduced
risks associated with product ownership, engineering metrics, and land
allocation, they are likely to be preferred over BOT or other conventional
contractual arrangements such as design and construction within Iran's oil
industry.

Introduction
Iran’s aging oil and gas facilities require urgent rehabilitation, but financial

constraints limit the Ministry of Petroleum’s capacity to modernize them.
Public-private partnerships (PPPs), particularly Rehabilitate-Operate-
Transfer (ROT) contracts, offer a viable solution by leveraging private sector
investment and expertise. Unlike Build-Operate-Transfer (BOT) models,
ROT focuses on upgrading existing infrastructure, reducing costs and risks.
However, adoption in Iran remains limited—only one major ROT project
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(Kharg Gas Plant) has been implemented under the National Iranian Oil
Company (NIOC).

This study explores the challenges and benefits of ROT contracts in Iran’s
upstream sector through qualitative research, including case studies and
expert interviews. Key findings include:

e Project Selection: Choosing suitable facilities is complex due
to varying operational, geographic, and organizational
conditions.

o Revenue Uncertainty: Unlike toll roads or power plants, oil/gas
projects lack clear revenue streams due to NIOC’s control over
feed and production.

o Dual Transfer Risks: ROT requires two asset handovers,
raising concerns about maintenance and technology transfer.

Despite these hurdles, ROT’s lower capital needs and faster
implementation make it preferable to BOT or traditional contracts.
Addressing legal and managerial barriers could unlock its potential for
Iran’s oil sector.

Research Methodology

This study adopts a qualitative research approach, combining document
analysis and semi-structured exploratory interviews to examine ROT
contracts in Iran’s oil and gas sector. The methodology is designed to
address the scarcity of empirical data and the complexity of public-private
partnerships (PPPs) in this context.

Data Collection

V. Document Analysis:

= Reviewed primary sources, including:
o NIOC’s upstream contracts (e.g., BOT/ROT agreements like
the Kharg Gas Plant).
o Government PPP frameworks (e.g., Iran’s PPP laws,
Ministry of Petroleum policies).
o Confidential maintenance and operation contracts from the
oil, gas, and power sectors.
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= Challenges included limited access due to confidentiality and
fragmented records.

Y. Expert Interviews:

= Conducted with Ye key stakeholders (contractors, investors,
NIOC officials, legal advisors).

= Focused on practical challenges (project selection, revenue
models, dual asset transfer).

Methodological Framework

= Case Study Approach: Examined Iran’s limited ROT/BOT
projects as unique cases.

= Triangulation: Cross-verified findings from documents,
interviews, and field visits.
Qualitative methods were critical to uncover nuanced insights absent

in quantitative data, aligning with Creswell’s (Y« Y¥) framework for
exploratory research.
Key Advantages:

Cost Efficiency: ROT contracts can substantially alleviate the financial
burden on oil and gas companies by leveraging private investment for
facility rehabilitation. This approach minimizes upfront capital
expenditures and distributes costs over the contract duration.
Furthermore, the financial model of ROT contracts demonstrates
greater efficiency compared to BOT (Build-Operate-Transfer) models,
with reduced risk exposure for investors.

Asset Optimization and Lifecycle Extension: By focusing on
rehabilitation and modernization, ROT contracts extend the operational
lifespan of existing facilities. This not only maximizes return on
investment but also ensures compliance with contemporary safety and
environmental standards.

Implementation Challenges:
Complex Negotiations:
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Establishing ROT contracts requires intricate negotiations to align
the interests of diverse stakeholders, including government entities,
private investors, and operating companies. The inherent
organizational resistance within the oil industry—more
pronounced than in other sectors—further complicates these
negotiations. The transfer of existing facilities to private investors
adds another layer of complexity, often prolonging the process and
necessitating meticulous risk-reward balancing.

Financial Risks:

While ROT contracts mitigate immediate financial pressures, they
introduce long-term fiscal commitments. Their success hinges on
precise forecasting and management of future revenue streams and
operational costs. Contractual flexibility is thus critical to adapt to
changing operational conditions over time.

Sector-Specific Adoption Barriers

Despite their proven utility in downstream oil and gas sectors (e.g.,
CNG and LNG industries), ROT contracts remain underutilized in
upstream, midstream, and surface facility projects. This reluctance
reflects inadequate institutional frameworks and organizational
resistance to such models. The path to creating an enabling
environment for ROT projects is protracted and arduous.

Emerging Trends

Notably, the execution of two BOT projects in Iran’s oil and gas
sector has fostered tentative acceptance of similar contractual
models. Two additional crude oil storage projects in Jask and
Qeshm are currently under construction using BOT and BOO
(Build-Own-Operate) models, respectively. Moreover, tender
documents and analogous contracts for modular processing
facilities have been prepared, with several similar projects in the
procurement phase.

Conclusion and Recommendations

The oil and gas industry perpetually faces persistent challenges in
maintaining and upgrading its infrastructure to meet evolving
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operational demands and regulatory standards. One innovative
approach to address these challenges is the implementation of
Rehabilitate, Operate, and Transfer (ROT) contracts. These contracts
provide a strategic framework for the improvement, modernization, and
enhancement of oil and gas facilities, offering several key advantages
while simultaneously presenting notable implementation barriers.

Keywords: operation and maintenance contracts (O&M), Iranian
Petroleum Contract (IPC), Build-Operate-Transfer (BOT) contracts,
Rehabilitation, Okjperation, and Transfer (ROT) contracts.
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