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. “Ad Valorem” Royalty

. “Unit” or “Specific” Royalty
. Profit-based

4. Sliding Scale

5. Otto

6. Taiwo

7. Progressive Royalty
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2. Royalty-tax system

3. Cost oil
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“Payment of the said corporate income tax shall be made for the entire duration of this
contract directly to the official Kurdistan Region tax authorities by the government, for the
account of each contractor entity, from the Government’s share of the profit petroleum
received...”

2. Johnstone

3. Risk Service Contract

4. Wells
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2. Source-based Taxation Principle
3. United Nations Centre on Transnational Corporations
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1. Remuneration Fee
2. Petroleum Costs
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“Iranian Charges” means any taxes, social security charges, customs duties, levies, charges
and fees (including any penalties not due as a result of Contractor’s fault) lawfully
imposed, on Contractor by the Iranian authorities for the Petroleum operations, except the
insurance costs incurred and paid by contractor as required by the Contract and personnel
income tax, work permit and Iranian employee’s portion of social security charge of
contractor.” (Article 1)

“To the extend any Iranian charges are imposed on and paid by Contractor in respect of the
performance of the contract, contractor shall pay same, and an amount representing such
Iranian charges shall be charged to the project Account as Non-Capital costs to be
recovered in accordance with clause 12, Accounting procedure and Grossup
Computation.” (Article 8.1)

Gl o o olnl S ol 1 SSG dnngy 859> 50 cdinie G sl slesls I3 51 (LSS ps aisren
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“Iranian Charges” means any taxes, social security charges, required payments to Iranian
funds, customs duties, levies, charges and lawfully imposed on Contractor fees (including
any penalties not due as a result of Contractor’s fault) by the Iranian authorities for the
Development operations, excluding the insurance costs incurred and paid by Contractor as
required by the Contract” (Article 1)

“To the extend any Iranian charges are imposed on and paid by Contractor in respect of the
performance of the contract (with the exceptions of any penalties due to Contractor’s fault
and personal income taxes generally impose on all employees in Iran, employees portion of
Social Security Charges and thereby payable by Contractor’s employees themselves, and
Contractor’s employees training costs), Contractor shall pay same, and an amount
representing such Iranian charges shall be charged to the project Account as Non-Capital
costs to be recovered in accordance with clause 22, and the Accounting procedure and
Gross-up Computation.”(Article 8.1)

Iranian Corporate Income Tax of the Contractor shall be calculated on a grossed-up basis and
paid by the contractor and recovered from NIOC on a current basis. Iranian Withholding
Tax due on payments to Contractor shall also be calculated on a grossed-up basis and paid
directly by NIOC.” (Article 8.2)

2. Reimburse
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2. Iran Petroleum Contract

3. Direct Capital Cost (DCC)

4. Indirect Cost (IDC)

5. Cost of Money

6. Operating Cost
7. Cost Recovery
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Abstract

Fiscal regime of upstream oil and gas contracts is a crucial instrument that
impacts sharing of revenue generated from petroleum project between host
governments and oil company contractors. This regime consists ofa variety of fiscal
instruments and mechanisms, some of which have a legal and some others a
contractual basis. The most important legal instrument is project income taxation
that is primarily derived from applicable host government laws. This importance
depends largely on the contract model and its structure. Our findings indicate that
income taxation has a less important role in revenue sharing in service contracts in
comparison to the production sharing or concession agreements. Furthermore,
income taxation in Iranian service contracts which have been concluded after the
Islamic revolution of Iran, has a less important position compared to upstream oil
and gas service contracts elsewhere. This is due to the need to maintain transparency
and flexibility of the fiscal regime of Iran’s oil and gas projects.
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