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Terms

ABM

APB
APC

API

Barrel

BCM

BOE

Crude Ol

Calendar Month /
Month

Calendar Year / Year

Destination

DFI
Iragi Dinar or 1Q

Dollar or US$

Due date

Export Ol

Iragi Extractive Industries Transparency Initiative

Definitions

Above Materiality (any discrepancies that equal to or exceed 0.5% of
2015 total revenue must be analyzed and reported)

Average price of crude oil per Barrel during 2015, which is USD 46.44

Average price of gas per cubic meter during 2015

The American Petroleum Institute gravity measure which indicates the
specific gravity Fahrenheit

A guantity consisting of forty two (42) United States Gallons under a
pressure of 14.7 pound per square inch and a temperature of sixty (60)
degrees Fahrenheit (each Cubic Meter is equivalent to 6.2891 Barrel)

Billion Cubic Meter

Barrel of Oil Equivalent

All hydrocarbons regardless of gravity which are produced and saved
from the Contract Area in the liquid state at an absolute pressure of
fourteen decimal seven (14.7) pounds per square inch and a temperature
of sixty (60) degrees Fahrenheit, including asphalt, tar and the liquid

hydrocarbons known as distillates or condensates obtained from natural
gas at facilities within the field other than a gas Plant

In respect of any month in a calendar year, a period commencing on the
first day of that month and ending on the last day of the same month

A period of twelve (12) consecutive months commencing with the first day
of January and ending with the last day of December, according to the
Gregorian Calendar

The place to which oil is shipped or directed

Development Fund for Iraq

The currency of the Republic of Iraq

Dollar of the United States of America
The date on which an obligation must be repaid
A standard blend of crude oil of nearest quality to the crude oil stream

produced from the field, out of which a contractor may lift at the delivery
point for the value of its due service fees under the contract
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Terms
Export Oil Price

FDI
FOD
FBSA

GDP
Government or Gol

GFC
GC
HSE

IAMB

Internal consumption

I0OCs

IEITI

JMC

KRG

Loading Date

LPG
MIM
MdOC
MNR

MOC

Iragi Extractive Industries Transparency Initiative

Definitions

The price per barrel of export oil that is free on board (FOB) at the
delivery point

Foreign Direct Investments
Field Operating Division
Federal Board of Supreme Audit

Gross domestic product

The Government of the Republic of Iraq

Gas Filling Company
National Gas Companies
Health, Safety and Environment

International Advisory Monitoring Board

Oil used for domestic purposes

International Oil Companies (international field development oil
companies)

Iraqi Extractive Industries Transparency Initiative

Joint Management Committee
Kurdistan Regional Government

Letter of credit

The date of flanges of the relevant offshore loading terminal(s) in Iragi and
Turkish seaports where a contractor may lift export oil

Liquid petroleum gas

Ministry of Industry and Minerals of the Republic of Iraq
Midland Oil Company of the Republic of Iraq

Ministry of Natural Resources (KRG)

Missan Oil Company of the Republic of Iraq
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Terms

MoF
MoO

MdR

MMSCFD

NA
N/A
NOC
NRC
OPEC
OPRA

PCLD

Production
Measurement Point /
PMP

RFB

SR

Signature Bonus

SOC

SOMO

Tax Year

TPAO

Definitions

Ministry of Finance of the Republic of Iraq
Ministry of Oil of the Republic of Iraq

Midland Refineries Company

Million Standards Cubic Feet a Day (each Cubic Meter is equivalent to
MMSCFD 35.315)

Not Available

Not Applicable

North Oil Company of the Republic of Iraq

North Refineries Company

Organization of the Petroleum Exporting Countries
Oil Proceed Receipt Account

Petroleum Contracts and Licensing Directorate

The point within the field as agreed by the parties, where the volume and
quality of crude oil produced and saved from the field is measured

Remuneration fees per barrel

South Refineries Company

The payment of a fee by an IOC to a host government, upon signing a
concession license agreement (or technical service contract) with a
national oil company or local oil company

South Oil Company of the Republic of Iraq

Iraq Oil Marketing Company. An Iraqi entity established under and
governed by the laws of Irag, and having monopoly on oil exports

The period of twelve (12) consecutive months according to the Gregorian
Calendar for which tax returns or reports are required according to any
applicable tax laws and regulations in Iraq

Turkiye Petrolleri Anonim Ortakligi

Variances

/I



IEITI

Executive summar

ey



IEI I I Iragi Extractive Industries Transparency Initiative

1. Scope and Objectives

Back in May 2008, the Government of Irag made a commitment to implement EITI
standards. In January 2010, the Prime Minister of Iraq declared Iraq's commitment to EITI,
and EITI Board announced that Irag became an EITI candidate country in March 2010. In
December 2012, Iraq became a compliant member of EITI after meeting all the standards
and the requirements, including verification.

The objective of the IEITI report is to collect, review and reconcile the payments and
revenues from the extractive industries during the year of 2015 in accordance with EITI
standards, agreed scope in the Terms of Reference (ToRs) and the approved inception
report dated June 8th 2016, which included the tools and tables approved by the MSG to
be used for data collection.

This report summarizes the results of reconciliation for the year 2015, in addition to,
information pertaining to the Oil and Gas Sector and the Extractive Industries in lIraq,
including Mining. However, it does not include the reconciliations of data related to the
Extractive Industries (including oil and gas) in Kurdistan Region. Such data was requested
from Kurdistan Regional Government, but it was not provided at the date of this report, and
therefore, IEITI MSG requested the inclusion and use of publicly available information on
the Extractive Industries in KRG. Accordingly, information pertaining to KRG were not
subject to data collection and reporting approach adopted for producing the rest of the IEITI
2015 report.
The project approach is in line with the 2016 EITI Standards and with the MSG& agreed
objectives and expectations regarding the IEITI process. The project approach consists of
the following:

Preliminary Analysis to produce an inception report in accordance with EITI

requirements;

A Data collection;
A Initial reconciliation and investigation of discrepancies;
A Producing the draft report;

A Drafting the Final report and executive summary. The work must be independent and
performed in a manner consistent with the criteria specified in the 2016 EITI Standards
and other detailed requirements as outlined in the ToRs specified in the following
inception report link: hitp://ieiti.org.ig/ArticleShow.aspx?1D=112.

O |
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2. Institutional Framework for the oil and gas Sector in Iraq

2.1 Government

A Ministry of Finance

A Ministry of Industry and Minerals

A General Commission for Taxes

A Ministry of Electricity

A Ministry of Oil, which includes (for example, but not limited to):
- Oil Pipelines Company
- Iraqgi Drilling Company
- Oil Exploration Company
- Oil Product Distribution Company

- Petroleum Contracts & Licensing Directorate.

2.2 Oil Marketing Company (SOMO)

SOMO is considered to be one of the most important companies in the Iraqi oil sector. It is
an official company legally authorized to negotiate Iraqgi crude oil sales contracts as well
as oil productsécontracts in accordance with international standards.

SOMO is specialized in the marketing of Iraqi crude oil through the export terminals, such
as (Basrah Port by SPM, Khor Al-Amaya Port and SPMs, and Ceyhan Port).

SOMO also manages the import of some refined oil products for Internal consumption
needs, and it provides its consumers with Kerosene, Gasoline, LPG and Gas oil according
to the local market needs.

2.3 Oil Refineries
There are three major refining companies operating in Iraq as following:

2.3.1 South Refineries Company

South Refineries Company was founded in 1969 through the establishment of Basra
refinery, which actually began production in 1974. It is one of the major manufacturing units
in the country where it uses the latest scientific methods and advanced technology in the
production of oil derivatives . ®

(1) http://www.src.gov.ig/en/about_us

wy |
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2.3.2 North Refineries Company

A North Refineries Company is the biggest refining company among other ministry of oil
companies. The company has the capability of refining a total of (402,000) barrels of
crude oil per day. It was established according to law no. 101 for year 1976.

Refineries operating under North Refineries Company are: @

- NORTH Refinery, with a capacity of 170,000 barrels per day (BPD).

- SALAHUDIN I, with a capacity of 70,000 barrels per day.

- SALAHUDIN II, with a capacity of 70,000 barrels per day.

LUBE PLANT (two trains): 125,000 tons of different lube stocks per train.

A The company produces different types of products, such as: unleaded gasoline,
illuminating kerosene, ATK, diesel, lube oil products, spindle oil transformer oil,
Asphalt, sulfur, LPG, RT, etc.

A The company also has small packages units, powered by the NRC administration as
following:

- Kirkuk Refinery (30,000 BPD).

- KASAK Refinery (10,000 BPD).

- Siniya Refinery (20,000 BPD).

- Hadeetha Refinery (16 000 BPD).
- Qayara Refinery (16,000 BPD).

A 1t is worth mentioning that (salahudin I, salahudin Il, Qayara, Hadeetha, siniya, North
refinery) refining capacities have been damaged significantly since 2014 due to threats
and attacks.

2.3.3 Midland Refineries Company

Midland Refineries Company is one of the major refining companies operating in Iraqg. It is
governed by the Iragi Ministry of Oil and consists of Daura Refinery and other Refineries.
The Daura refinery was built in 1953 and began operations in 1955. At full capacity, it can
process 210,000 barrels per day. Other Refineries operating under Midland Refineries
Company are: @

- Najaf Refinery, with a refining capacity of 30,000 barrels per day.

- Samawah Refinery, with a refining capacity of 30,000 barrels per day.
- Diwaniya Refinery, with a refining capacity of 20,000 barrels per day.

(2) http://lwww.nrc.oil.gov.ig/english/home.htm
(3) http:/liragministryofoil.com/midland-refineries-company-tenders-irag/

w____________________|
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2.4. National Oil Companies

2.4.1 North Oil Company (NOC) is a state company within the Ministry of Oil of Iraqg. It
operates in the upstream function of oil and gas. The company& geographical operation

area spans in the following governorates: Kirkuk, Nineveh, Erbil, Diyala. ®

2.4.2 South Oil Company (SOC) South oil company is one of the major fundamental
formations of Iragi national oil company (INOC), It was the basis of national direct
investment projects in the 1970s, where the SOC used to be a subsidiary to the national

oil company. ©®

2.4.3 Missan Oil Company (MOC) is a state-owned oil company located in the Missan
Governorate. It was dissociated from South Oil Company in 2008 to expand oil activities
in Missan and to set up joint ventures with international companies to develop the
provincesooil fields. MOC is responsible for the fields in Missan province, which includes
many producing fields such as Bazergan, Abu-Gharb, Fakka and Halfaya. ©

2.4.4 Midland Oil Company (MdOC) is a state-owned oil company, and it is the fourth
Iragi upstream oil company. East Baghdad field is considered as the most important fields
under Midland Oil Company. There are more than 30 oil and gas fields that are located
within the area of operations of the company, in addition to about 60 geological blocks
which have not been explored yet. @

2.5. International Oil Companies (I0OC®)

2.5.1 International Oil Companies (IOCs) operating in Irag under licenses granted by the
Iragi Ministry of Oil are:

A BP A Gasprom A PetronasShell West
A Japex A Kuwait Energy Co. Qurna B.V Shell Iraq
A ExxonMobil A Inpex Corp. Petroleum
A TPAO A Dragon Oil Holding Ltd
A Pakistan Petroleum A CNoOCI
Ltd A Premier Oil Pic
A JsocBashneft A Total
A Petrochina A Lukoil
A Eni A Kogas
A Sonangol A Lukoil overseas

exploration Iraq

(4) http://lwww.noc.oil.gov.ig/english_ver/homepage_en.htm

(5) https://en.wikipedia.org/wiki/South_Oil_Company

(6) https://en.wikipedia.org/wiki/Missan_QOil_Company
http://moc.oil.gov.ig/index.php/2015-05-06-05-54-50

(7) https://len.wikipedia.org/wiki/Midland_Oil_Company
http://mdoc.oil.gov.ig/index.php?name=Pages&op=page&pid=96
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3. Reported Data for 2015

3.1 The following table illustrates the major reported data in the 2015 reconciliation
exercise compared to 2014:

(Table (1) Y Overview of Reported Data)

Description 2014 (1) 2015 (2) Incremental Rate (2/1)

Total extracted crude oil 1,135,321,786 (BBL) | 1,278,991,546 (BBL) 13%

Daily Production rate of Crude Oil| 3,110,471 (BBL/d) 3,504,086 (BBL/d) 13%

Total export of crude oil 918,175,869 (BBL) 1,096,778,861 (BBL) 19%

Daily export rate of Crude Oil 2,515,550 (BBL/d) 3,004,860 (BBL/d) 19%

National daily production rate 391,590 (BBL/d) *

The daily rate of licensing rounds 3,110,471 (BBL/d) 3,112,496 (BBL/d) * -

National Production - 142,930,425 -

Licensing Rounds - 1,136,061,121 -

Source: data presented in the table was reported by Ministry of Oil.

* Those numbers were included in 2015 ToRs, in order to declare the differences between
the national daily production and the daily rate of licensing rounds

3.2 The average price of natural gas (supplied to Electricity Generating Directorates -
EGD) during 2015 was 1QD 50 per cubic meter (CM), equivalent to USD 0.043 per
CM.

3.3 For liquefied petroleum gas (LPG), the average price per Ton during 2015 was 1QD
100,000, equivalent to USD 85, except for Al Harthia and Al Rumaila power stations,
where the average price charged to them during 2015 was IQD 150,000 per TON.

3.4 The average price of natural gas supplied to National Oil Companies was IQD 20,000
per MMSCFD during 2015 (where each 35.315 MMSCFD are equivalent to
1,000,000 Cubic Meters)

3.5 The following table depicts proven reserves of Oil and Gas:
(Table (2) T Proven Reserves)

Description 2015
Proven Oil Reserves® 142,503 (Millions of Barrels)
Proven Gas Reserves® 6,400,000 (Million Cubic Meter)
phosphate reserve® 9,500 (Million Ton)
Sulfur reserves @ 900 (Million Ton)

(8) https://en.wikipedia.org/wiki/List_of_countries_by_proven_oil_reserves
(9) https://len.wikipedia.org/wiki/List_of_countries_by_natural_gas_proven_reserves
Ministry of Industrial and Minerals i Geological Survey

1.3



IEITI

Iragi Extractive Industries Transparency Initiative

3.6 Quantities (barrels) of crude oil exported to the American, European and Asian
Markets in 2015 according to each exporting ports

(Table (3) i Quantity Exported Ports)

Ports USA EUROPE FAR EAST South Africa

(Barrels) (Barrels) (Barrels) (Barrels)

Ceyhan Port 1,912,963 55,581,721 - -

Basrah Port, Khor Al-Amaya Port

and SPMs (Light Crude Oil) 78,677,227 210,909,731 587,095,963 2,081,964

Basrah Port by SPM (Heavy 14,546,123 60,179,117 85,794,053 -

Crude Oil)

Total per region 95,136,313 326,670,569 672,890,016 2,081,964

Source: data presented in the table was reported by SOMO.

3.7 Agreed materiality level for 2015 was set at 0.5%. Any discrepancies that equal to or
exceed 0.5% must be analyzed and reported. The following table illustrates the
allowed misstatement:

(Table (4) i Allowed Misstatement)

Description

20146 Amount
(USD)

20156 Amount
(USD)

Revenue from sales of Crude Oil revenue

71,696,802,952

37,346,440,900

Total Crude Oil lifted

13,141,196,138

13,585,851,820

Total Revenue

84,075,220,956

50,932,292,720

Allowed Misstatement

420,376,104

254,661,463

3.8 Any amount provided in 1IQD was converted to USD using 1 USD = 1,166 QD
according to Central Bank of Iragq average exchange rate in the year of 2015.

3.9 The average price of crude oil during 2015 was USD 46.44 per barrel. This number
was calculated by dividing total revenue of (USD 50,932,292,720) over exported
quantities of crude oil (Barrels 1,096,778,861).

3.10 Total extracted quantities of crude oil during the year 2015 was (Barrels

1,278,991,546). It was for SOC 1,031,830,424 BBL, NOC 67,349,053 BBL, MdOC
63,527,272 BBL, and MOC 116,284,797 BBL.
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3.12 The following table highlights Iraq economic and financial figures during 2015,
according to Ministry of Planning Records:

(Table (5) 1 Irag Economy Indicators)

2015

IQD

usD

GDP at Current Prices

196.8 (Trillion 1QD)

168,782,161,235

GDP at Constant Prices

169.7 (Trillion 1QD)

145,540,308,748

Contribution of crude oil activity

Total budgeted revenue

0,
in the GDP at current prices 33.1%
Contribution of agriculture activity 4.6%
in the GDP at current prices 270
Contribution of industry activity 3.1
in the GDP at current prices =70
Total actual revenue of crude oil / 76%
Total budgeted crude oil revenue 0
Total actual revenue of crude oil / 83 %6

3.13 The below table depicts the remuneration fees, cost recovery and corporate tax for
oil fields as reported by National Oil Companies (by JMC - Joint Management

Committee) and reviewed by PCLD related to 10 fields in 2015:

(Table (6) i General Information)

Remuneration Fee®

Oil Field

Recovery (USD)

Cost Recovery (USD)

Rumaila

West Qurna (Phasel)

West Qurna (Phase?2)
Zubair
Majnoun
Halfaya
Missan
Al Gharraf
Ahadab
Badra

Total

377,176,517

125,832,065

153,414,362
64,309,092
62,466,116
98,315,700

0
26,955,749
255,545,984
0

1,164,015,585

2,330,126,442

792,452,914

2,563,552,463
1,244,423,455
1,167,461,233
1,160,798,779
462,128,899
721,934,198
754,361,166
231,830,902
11,429,070,451

Tax (USD)
116,367,883

37,198,204

53,695,026
40,177,410
26,149,718
15,929,827
6,084,043
13,100,436
0
0
308,702,547
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3.14 Total number of employees in licensing rounds for 2015:

(Table (7) i Number of Employees)

Number of Iraqi

Number of Foreign

Total Number of

Ratio (1/ Total

QA Employees (1) Employees (2) Employees (1+2) Employees)
Total 16,914 6,913 23,827 71%
3.15 Internal Service payments for the National Oil Companies as reported by SOMO:

(Table (8) T Number of Employees)

Internal Service Payment as per SOMO
National Oil Companies
(IQD) (USD)
North Oil Company 263,000,000,000 225,557,461
Missan Oil Company 111,025,008,000 95,218,703
South Oil Company 265,000,000,000 227,272,727
Midland Oil Company 24,000,000,000 20,583,190
Total 663,025,008,000 568,632,082

3.16 Total exported crude oil reconciliation by shipments, invoices and payments,
between SOMO and buyers:

(Table (9) 1 Exported Crude Oil)

SOMO
(USD)

Buyer
(USD)

Variance
(USD)

37,346,441,000

33,942,498,551

3,403,942,449 *

* For more details about the variances, please refer to section No.3

3.17 Total Natural Gas Flow for National Oil Companies as reported by MoO in Cubic

Meter:

(Table (10) i Natural Gas Flow)

National _O|I Produced Natural Gas Invested Natural Gas Burned Natural Gas
Companies
Total 23,458,086 8,851,501 14,606,584

ey ________|
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3.18 I0Csébtraining programs amounts for licensing rounds for the years (2010 to 2015),
detailing total budgeted amount, total actual spent and total remaining amounts:

(Table (11) i Training Program)

Budgeted amount

Actual Spent

Remaining Amounts

Number of

(20117 2015)

[ (USD) (USD) (USD) Participants
Lukoil 64 participants and
Company 30,000,000 18,119,811 11,880,189 One workshop with 5
(201071 2015) participants
ENI Company -
(20107 2015) 29,328,765 10,360,593 39,689,358 135 participants
Petronas 80 participants / One
Company 30,000,000 14,187,202 15,812,798 workshop (2
(20107 2015) participants)
Exxonmobile 39
(20107 2015) 29,200,000 5,155,826 24,184,174 participants
BP Company 175
(20107 2015) 30,000,000 11,352,937 18,647,063 participants
107 participants /7
S&%'lgf?gfgy 29,166,667 9,533,305 19,633,362 workshops (63
participants)
Exploration
No.9 2,916,000 0 2,916,000 -
(20137 2015)
Exploration No. 64
10 (20137 2015) 3,000,000 1,998,145 1,001,855 participants
Exploration No.
12 (20131 2015) 3,000,000 0 3,000,000 -
Kuwait Energy 4,500,000 1,357,355 3,642,644 10 participants

g
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4. Total Crude Qil lifted (in USD) as per SOMO to the IOCs for the period of 2011 1
2015

(INustration (1) i Total Crude Oil lifted)

Total Crude Oil Lifted (USD )

16,000,000
14,000,000
12,000,000 13,585,851 18141 196
10,000,000
8,000,000
6,000,000
4,000,000 248,66

2,000,000
I 2,?90,871 *
0

Thousands Thousands Thousands Thousands Thousands
(USD) (USD) (USD) (USD) (USD)

2015 2014 2013 2012 2011

8,462,891

*In 2011, ExxonMobil company had received USD 200 Million as a monetary compensation

4.1 The above chart illustrates the increase in total amounts of Crude Oil lifted through the
years 2011 i 2015, which is equal to (42,829,479,837) USD and equal to (49,939) Billion
IQD

4.2 The main reason of this increase:

A The increase in production percentage of Crude QOil in Oil fields

A The increase in remuneration fees and cost recovery. Thus, Iraqi government
incurred more compensations to the I0Cs

4.3 Our disclosure scope for IEITI 2015 report was limited for the period from Jan 1st, 2015
to Dec 31st, 2015.

4.4 All the reported data were received via official emails from the related entities or by
express mails.
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4.5 The table below depicts total Petrodollar as reported by the Ministry of Oil for Al Basra
and Kirkuk Governorates:

(Table (12) i Petrodollar)

Description For the Year 2015 (IQD) For the Year 2015 (USD)
Al Basra Governorate 382,658,000,000 328,180,103
Kirkuk Governorate 12,000,000,000 10,291,595
Total Petrodollar 394,658,000,000 338,471,698

5. Mining Industries in Iraq

In addition to Irag® oil and gas resources, Iraq possesses substantial mineral resources
and some of the world® richest reserves, including sulfur and phosphate. Exploration for
mineral resources and industrial rocks started in Iraq as early as in year 1930 and was
proceeded by foreign companies until 1965, then the Geological Survey of Iraq
commenced a comprehensive systematic program of geological mapping and mineral
exploration that covered all the Iraqi territories and was based on actual field mapping,
exploratory drilling, geophysical and geochemical surveys.

Up until recently, Irag& Civil Society was not informed of, nor could it participate in
debates regarding oil, gas and mineral production. The Iraqi public was not able to set
production, exploitation and marketing policies with regard to Irag& mineral resources,
since sector-specific information was not public knowledge, and private participation to
invest in such sectors was not open to Iragi Nationals. After 2003, it became imperative
to develop such policies, in order to regulate the exploitation of such resources in a
manner that guarantees transparency and hence attracts investment that could further
develop the industry through improving the image of Iraq in terms of being a reliable
business partner and a safe destination for Foreign Direct Investments.

5.1 Vision of the mining Industry in Iraq

Irag will become a competitive regional player in the mining industry, and it will make the
industry a base for industrial growth and a mean for satisfying local market needs, and
creating jobs for Iraqgis. In addition, it will be a leader in infrastructure and social
development in remote areas in Iraq, which contributes to the sustainable development
of the country.

1O
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5.2 Strategy of the mining Industry

5.2.1 Short Term - Institutional Development

AAdopting legislations, policies and regulations that encourage and support mineral
Investments;

AEstablishing Iragi Minerals Board and drafting a law stipulating its responsibilities

Alntegrating the role of the central government with the local governments of mineral
producing provinces with regards to mineral investments and allocating the greater
portion of investment returns to those provinces;

Alnitiating communications with mining economic entities across the world, and updating
standards and frameworks based on international experiences that are in compliance
with the Iraqi regulations.

5.2.2 Medium Term - Expand the Investment of Mineral Resources

AReinforcing the role of the Iragi Geological Survey and Mining Company in leading
mineral exploration and drilling operations, with the involvement of the private sector in
mineral investment;

ASupport the role of the Iragi Geological Survey and Mining Company& branches in the
provinces to strengthen relations with local governments, the private sector, and the
society as a whole. This in turn increases awareness regarding the economic
significance of mineral investments and its impact on the society;

AAdopting clear business frameworks for dealing with investors in the mining industry
which guarantees the preservation of national interests, routine minimization, and the
creation of a dependable and sustainable investment environment.

5.2.3 Long Term - Sustainable and Competitive Growth

AAchieving sustainable and environment-friendly growth in Iragi mineral resources in
which the private sector has an influential role;

A Accomplishing a significant contribution of the Minerals Sector& in the GDP and
improving the standards of living, especially in remote areas through the creation of job
opportunities and developing the infrastructure;

A Creating an accurate scientific database specialized in the field of mining.

2 O I
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5.3 Main Challenges and Recommendations

(Table (13) i Challenges)

Challenges

Recommendations

Difficulties in obtaining the related information for the
respective entities such as Ministry of Finance
(regarding petro dollar for all governorates) and IOCs

Assign a focal point to collect and coordinate efforts
between all involved parties

Lack of awareness of social responsibilities in
extractive industries

Developi a policy and guidelines to govern social
responsibilities

Outdated information regarding the oil reserves

IEITI should advice the government to assess the
reserves in areas with significant extractive interests.
More clear information on proven and probable
geological reserves could ensure more efficient
production and fiscal planning

Identify who owns the companies and who benefits
from it

Disclosure of beneficial ownership and establish public
beneficial ownership register

Inconsistency in reporting data

Comply with IFRS standards for all reporting entities.

Inaccuracy of licensing data

Improve routines of monitoring licensing data

Completeness of information

Credible sources of information
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The EITI is a global coalition of governments, companies, and civil society working together
to improve openness and accountable management of revenues from natural resources.
The EITI was established with the belief that natural resources, such as oil, gas, metals, and
minerals, belong to country& citizens, and that the appropriately managed revenues from
these resources can lead to economic growth and social development. The core belief
behind EITI is that transparency and openness on how a country manages its natural
resource wealth is necessary to insure that these resources can benefit all citizens.

The principles and criteria for EITI were designed with the objective of promoting and
supporting transparency and accountability in resource-rich countries through the full
publication of company payments, government revenues, and other information related to
countriesbextractive sectors.

Countries which implement EITI Standard, have to confirm a full disclosure of payments
made by extractive companies to governments.

These payments are disclosed in EITI Reports that are published to allow citizens to verify
how much revenues (amounts) their government is receiving from their country® natural
resources.

The EITI was first established in 2003, and the organization initially agreed upon 12
principles to increase transparency over payments and revenues in the extractive sector.

These principles remain the cornerstone of the EITI. Several years later, the EITI
established 23 requirements known as the EITI Rules. In 2013, the EITI published EITI
Standard that replaced the EITI Rules, and on 23 February 2016, the EITI board approved
the 2016 EITI Standard coming into immediate effect.
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1.1 Government Engagement

In May 2008, the Government of Iraq made a request to implement EITI.

As part of its implementation of the IEITI, the Government of Iraq committed itself to
publish all revenues from its export sales from the Oil Sector. In addition, international
companies buying oil from Iraq shared the same commitment of publishing what they have
paid to the Government. The first IEITI report was published in December 2011. EITI Board
had reviewed the report and on 12 December 2012, it announced Iraq as an EITI compliant
country. Moreover, 2015 report will be the 7th issued report by Iraqg.

1.2 Company Engagement

Extractive sectors in Iraq consist of a number of operating national and international
companies represented by the multi-stakeholder group, where the Iraq government has
provided a suitable environment by giving the opportunity to participate and nominate their
representatives in the multi-stakeholder group.

1.3 Civil Society Engagement

Civil Society Organization (CSO), is the community-based organization, non-governmental
organizations, and institutions outside the government, representing the diversity of citizens
and their views, seeking to speak on behalf of or for the fpublic interestoand for the citizens
themselves.

More specifically, civil society might include, but not be limited to:

Non profits or not for profits.

Media, trade unions.

Academic and research institutions.
Faithzdased groups.

Investors and individuals.

Multi-stakeholder group structure includes seats for
civil society representatives in their various categories,
in addition to the election method for the broader civil
society.

> > > > >

On November 15t 2014 an election conference had
been conducted by open invitations to all civil society®
organizations in Iraq, to elect their representatives to
fill these seats.

Election conference has been a successful gathering for the overall civil society®
organizations with the participation of more than 600 organizations to elect their
representatives in the multi-stakeholder group, where it is considered the largest grouping
within the world civic initiatives.o

(10) http:/lieiti.org.ig/uploads/2014%20Report/IEITI%202014%20Final%20Report%20-%20English.pdf
(1 Y http:/lieiti.org.ig/ArticleShow.aspx?1D=92

25




IEI I I Iragi Extractive Industries Transparency Initiative

1.4 Multi-Stakeholder Group

1.4.1 The Iragi multi-stakeholder Group iMSGo oversees the implementation of the EITI in
Iraq, it consists of:

1) The IEITI Chair

2) The Secretary of the IEITI

3) Three government representatives

4) Three international oil company representatives
5) Three national oil company representatives

6) Four civil society organizations representatives
7) Two dnonitoringbagencies

8) Two trade union representatives.

The representatives from the multi-stakeholder group communicate with the stakeholders,
through different activities to discuss and analyze the initiative's reports, and define the
path of the initiative in Iraq and its importance to the community, the government and
companies.

These activities have been contributed to achieve recommendations to improve
the performance of the initiative and to enrich the community dialogue. These activities
were published on the official website of IEITI.

1.4.2 The main activates of MSG members are mentioned in the following link:
http://ieiti.org.ig/uploads/2015%20Report/Annual%20Activity%20Report.pdf

GOVERNMENTS
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1.4.3 IEITI conducted many activities during 2015 to enhance the public awareness of
IEITI, major activities included but not limited to the following:e

A

A

Expanding the social debate in Al Basrah province about the extractive industries in
Iraqg, through participating in a workshop held at Al Basrah University on 18/Apr/2015.

Increasing public awareness to the role of IEITI through participating in a workshop
titted fReturning the Stolen Money Due to Corruptiono on 5/Sep/2015 at the Oil
Cultural Center.

Participating in a Workshop in Beirut, Lebanon from 8-11/Jun/2015, regarding the
mechanisms of analyzing IEITI reports, and connecting them to a wider sector.

Participating in EITI Community of Practice (CoP) Webinar on EITI Validation
Consultation on 11/Aug/2015.

Participating in (The First Economic Forum of Baghdad). This workshop was held in
Baghdad at Babylon Hotel on 10/Oct/ 2015.

Participating in the Regional EITI training for MSG & NC from Eastern Europe, Central
Asia and MENA, 13-15/0ct/2015 in Istanbul, Turkey.

Participating in a workshop titled fsocial benefits of IOCs for the sake of Iragi citizeno
on 10/Dec/2015.

Contribution to the IEITI reports, by supporting the researches and studies and
providing qualitative data.

Contribution in raising social and public discussion that helped CSI in Iraq to follow up
and analyze IEITI reports, that submitted recommendations to improve the
management of the extractive industrieséresources.

The main areas that will affect the IEITI 2015 report in according with 2016 standard:

(IMustration (2) i Main Affects Area)

Identifying who own companies

Identification of the beneficial ownership for privately held companies. This shall
include identification of the identity of beneficial owners, the level of ownership, and
how the control and ownership is exerted.

Enabling Continuous Progress

Follow up on recommendations from previous IEITI reports and document the progress
of implementation and the rationale for not implementing the recommendation.

(12) http:/lieiti.org.ig/uploads/2015%20Report/Annual%20Activity%20Report.pdf
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1.5 Work Plan

IEITI work plan is a structure used for planning IEITI objectives, identifying challenges and
adopting ways to surpass them, through a designated time and budget. This plan is
updated periodically to meet EITI standards and correspond to both Iraqgi situations and
the allocated funding. The MSG sets out during its meetings the main visions later
interpreted into the work plan objectives, discusses the challenges, and suggests serious
steps and solutions according to the available potentials, taking advantage of previous
lessons learned and previous work plans outcomes.

Beside the Council, the work plan is discussed broadly with EITI International Secretariat
and the World Bank. IEITI objectives such as IEITI impact, IEITI annual reports, raising
public awareness, bringing IEITI process to the media and so on; are meant to be
achieved through activities set out in the work plan, where the responsible party for
carrying out these activities is IEITI National Secretariat. The following link depicts the
IEITI work plan.e»

(13) http:/lieiti.org.iq/ArticleShow.aspx?ID=104
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2.1 Legal framework for the oil sector in Iraq

Articles No. (111, 112, 110) are Iraqi Constitution articles related to oil and gas sector:

A Article 111 of Iraq Constitution states that il and gas are owned by all the people of
Iraq in all the regions and governorates.o

A Article 112 of Iraq Constitution notes that the fFederal Government acts with the
producing regionsoas well as having the responsibility to distribute revenues to the rest
of the country by population. Article 112 also states that the constitution mandates a call
for a balanced distribution of oil revenues to different parts of Iraq that fshall be regulated
by a law.0

A Article 111 is reinforced by Article 110 of the constitution, where the latter states that the
Federal Government has exclusive authority to determine foreign sovereign economic
and trade policy, in addition to fregulating commercial policy across regional and
governorate boundaries within Irag.0

For oil, gas and mining sectors, the related laws are:
A Law 101 of the year 1976 related to fOrganization of Ministry of Oila s
(14) http://wiki.dorar-aliraq.net/iragilaws/law/12574.html

A Endorsement law of Iragi Parliament regarding article No. (61/First) for Aimporting and
selling of petroleum productsacs

(15) https://www.oil.gov.ig/index.php?name=News&file=article&sid=274
A tPreserve Documentsolaw No. (70) of year 1983.e
(16) https://lwww.oil.gov.ig/index.php?name=News&file=article&sid=254

A Law No. 84 of year 1985 related to fPreservation of Hydrocarbon Wealthae,
(17) https://www.oil.gov.ig/index.php?name=News&file=article&sid=275
A Law No. 91 of year 1988 related to iMineral Investmentaas
(18) http://www.industry.gov.iq/upload/upfile/ar/77investmainrals.pdf
A Companies laws No. (22) of year 1997.

(19)http://investpromo.gov.iq/wp-content/uploads/2013/06/Company-Law-21-of-
1997 -Registration-Instructions-No1.-196-2004-Ar.pdf

A Financial system of the Ministry of Oil and Ministry of Industry and Minerals in Iraq is a
decentralized governmental financial system according to Law No. (22) of year1997,
notably of Article 11 and Article 12.

A fimporting and selling of petroleum productsolaw No. (9) of year 2006.¢
(20) http://www.oil.gov.ig/index.php?name=News&file=article&sid=250
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2.1 Legal framework for the oil sector in Iraqg (Continued)

A Investment of private and mixed sectors law No. (13) of year 2006.e»
(21) http://www.irag-lg-law.org/ar/node/260

A Petroleum Products Import and Sale ActoLaw No. (9) of year 2006.¢
(22) https://www.oil.gov.ig/index.php?name=News&file=article&sid=545

A fPrivate investment in refining crude oildLaw No. (64) of year 2007.e
(23) https://www.oil.gov.ig/index.php?name=News&file=article&sid=253

A Decision No. 273 related to il prohibition Regulationsdissued on 26 Dec 2001.¢
(24) https://www.oil.gov.ig/index.php?name=News&file=article&sid=277

A Law No. (41) of year 2008 related to iCombating Smuggling of Oil and its Derivativesoe
(25) https://www.oil.gov.ig/index.php?name=News&file=article&sid=276

A fEnvironment Protection and ImprovementoLaw No. (27) of year 2009.¢
(26) https://www.oil.gov.ig/index.php?name=News&file=article&sid=443

A fimposing of income tax law on foreign oil companies operating in IraqdLaw No.(19) of
year 2010.e
(27) https://www.oil.gov.ig/index.php?name=News&file=article&sid=251

A Law No. (38) of year 2011 related to iMinistry of Industry and Mineralsae
(28) http://www.industry.qgov.ig/upload/upfile/ar/8lindustrylaw.pdf

During 2015, there were no major legal reforms regarding extractive industries.

2.1.1 KRG special Laws and Regulations:

A fnvestment Law of KRGONo (4) of year 2006.e

(29)http://investpromo.gov.ig/wp-content/uploads/2013/06/kurdistant-regional-
investment-law-no-4-of-2006-Ar.pdf

A Oil and Gas Law of KRG No (28) of year 2007

A (30)http:cabinet.gov.krd/uploads/documents/Kurdistan%200il%20and%20Gas %
20Law%20Arabic__2007_09 _06_h13m58s51.pdf// Y

The contract model used to grant rights to explore, develop, and produce oil and gas in
Iraq is technical service contract model in the Federal Government in Iraq, while
production sharing contract model is used in KRG.

The following contracts have been used in the four petroleum licensing rounds managed
by the Federal Government of Iraq:

A First round: technical service contracts.

A Second round: development and production service contracts.
A Third round: gas development and production service contracts.
A

é:j(_)urth round: exgloration develogment and ﬁroduction service contracts


http://www.industry.gov.iq/upload/upfile/ar/81industrylaw.pdf
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2.1.2 The Oil and Gas Industry in Iraq

The Ministry of Oil of the Federal Government of Iraq has broad discretion to regulate
extraction of oil and gas in the Federal Provinces of Iraq (Organization of the Ministry of Oil
Law No. 101 of year 1976). The Ministry has incorporated a number of regional oil and gas
companies to which it has delegated some of its discretion in the upstream, downstream,
Transportation, distribution and marketing sectors:

(Table (14) i Marketing Sector)

Transportation, distribution and marketing sector

Gas Filling Company

State Company for Oil Projects

Oil Pipelines Company

Oil Products Distribution Company
Oil Tanker Company

SOMO

To Do T I T Do

(Table (15) i Upstream Sector) (Table (16) T Downstream Sector)

Upstream Sector Downstream Sector

North Oil Company
Midland Oil Company
Missan Oil Company
South Oil Company
North Gas Company
South Gas Company
Basrah Gas company
Iragi Drilling Company
Oil Exploration Company

A Midland Refineries Company
A North Refineries Company
A South Refiners Company

To Do T T o Do Do T I

The Iragi Ministry of Industry and Minerals was established under the Revolutionary
Command Council Resolution No. 222 on 6/Mar/1988, amended by resolution No. 479 on
25/Jul/1988. The Ministry of Industry and the Ministry of heavy Industry had merged to
form one ministry called the Ministry of Industry and Minerals, where the decision included
the administrative structure of the Ministry, which consists of the administrative center and
configurations associated with them.

The Iragi Ministry of Industry and Minerals aims to:

A Implement the national industrial policies in order to achieve real industrial growth,
through developing industrial policy and determining the indicators for the sector in
accordance with the National Plan.

A Increase the contribution of the industrial sector and the Extraction and processing of
Mineral Resources Sector (non-oil) in Iragi GDP.

A Expand the role of the private sector in the industrial development and in the industrial
economic activity.

The Ministry of Industry and Minerals consists of a number of departments and companies

that work in the development of the industrial sector, where details can be found on the

Ministry® official website through the following link: http://www.industry.gov.ig/index.php

32 I



IEI I I Iragi Extractive Industries Transparency Initiative

2.2.1 Introduction of Oil Allocation

Crude oil and gas production is the main extractive industry in the country, where it is
regarded as the country& key source of funding and the driver of the economy and
national development. The Iraqi Government had launched licensing rounds for certain oil
and gas fields as well as exploration blocks to obtain the assistance of international olil
companies in the redevelopment of certain fields.

The following link illustrates the Qil fields under the licensing rounds:
http://ieiti.org.ig/ArticleShow.aspx?1D=111

There are many studies on licensing rounds, including the study of Mr. MAsri Musa i Iraqi
Licensing Contractsa Mr. Asri is considered an Oil expert and consultant that conducted
several studies and researches.

According to his study, the licensing contracts represent a new model in the oil field
development agreements between the governments and the international oil companies,
as these contracts provide benefits in all aspects for the national economy and the oll
industry in Iraq, and any attempt to change these contracts from Technical Service
Contract model to production sharing contract model may cause serious damage to Iraq
and its oil industry. For more details, please follow the below link:
http://ieiti.org.ig/ArticleShow.aspx?ID=122

2.3 Register of Licenses / 2.4 Contracts

The below information represent details of contracts regarding the licensing rounds
during 20157 as reported by the National Oil Companies and reviewed by PCLD:

(Table (17) 1 Oil Fields (1))

Oil Fields Ahdab Oil Field Badra Oil Field

Number of Licensing Round Zero Licensing Second Licensing

JSC Gazprom Neft
AL WAHA PETROLEUM Korea Gas Corporation

CO. LTD PETRONAS Carigali Sdn. Bhd.
Turkiye Petrolleri Anonim Ortakligi (TPAO)

Field Partner

IRAQ OIL MARKETING

COMPANY (SOMO) OIL EXPLORATION COMPANY

State Partner

Field Operator AL WAHCAOF_)E$SOLEUM Gazprom Neft Badra B.V.
Contract Sign Date 10 Nov 2008 28 Jan 2010
Contract Active Date 10 Nov 2008 18 Feb 2010
Approval Date 2009 2011
Contract Period 20 years 20 years
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Oil Fields Ahdab Oil Field Badra Oil Field
Production peak (barrel / day) 140,000 * 170,000
First Commercial Production (barrel 25.000 15,000
/ day)
Production for the year 2012 (barrel 116,469 N/A
/ day)
Production for the year 2013 (barrel 127,065 N/A
/ day)
Production for the year 2014 (barrel 131,251 16,102
[/ day)
Production for the year 2015 (barrel 133,421 28,000
[/ day)
Remuneration Fees for I0Cs 255,545,984 0 **
Remuneration Fees for State 85.181,995 0
Partner
Cost Recovery for State Partner 251,453,722 0
Cost Recovery for Field Partner 754,361,166 231,830,902

Contracting companies shares

AL WAHA: (75 %)
SOMO: (25%)

Gazprom: (30.0%);
KOGAS: (22.5%); Petronas
Carigali: (15.0%); TPAO: (7.5%).
Iraq Oil Exploration Company

(25%)
Number of Iraqi Employees 2013 266
Number of foreign Employees 1019 2480
Number of training courses held
during the year 2015 N/A N/A
Total amount of training for 2015 N/A 97,011

* According to the licensing contract, production peak was115,000 (barrel / day), however, Waha Company obtained an
exceptional approval to raise the production peak to reach 140,000 (barrel / day), the approval was obtained on 2012 (as reported

by MdOC).

** |nadequate recovery and accumulated debt for the company

(Table (18) Y Oil Fields (2))

Oil Fields

Helfaya Oil Field

Missan Oil Field

Number of Licensing Round

Second Licensing

First Licensing

Field Partner

Petrochina , Total and Petronas

CNOOC Iraq , TPAO

State Partner

South Oil Company

Iraqgi Drilling Company

Field Operator Petrochina CNOOC Iraq
Contract Sign Date 27 Jan 2010 17 May 2010
Contract Active Date Mar, 2010 Dec 2010

Approval Date Sep, 2010 Nov, 2011
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Oil Fields

Helfaya Qil Field

Missan Oil Field

Contract Period

30 years

20 years

Production peak (barrel / day)

400,000 BBL/d

450,000 BBL/d

First Commercial Production (barrel

Baseline 88,000

/ day) 70,000 Commercial Production 96,800
Y Baseline (2015) 69,413
Production for the year 2012 (barrel 94,512 97,640
/ day)
Production for the year 2013 (barrel 101,872 108,845
/ day)
Production for the year 2014 (barrel 131,211 111,262
/ day)
Production for the year 2015 (barrel 180,643 BBL/d 126,674 BBL/d
/ day)
Remuneration Fees for IOCs 98,315,700 o*
Remuneration Fees for State 11,883,631 0
Partner
Cost Recovery for State Partner 0 0
Cost Recovery for Field Partner 1,160,798,779 462,128,899

Contracting companies shares

Petrochina 45% , Total 22.5% ,
PETRONAS 22.5% , SOC 10%

CNOOC Iraq 64.75% , TPAO
11.25 %, IDC 25%

Number of Iragi Employees

630

411

Number of foreign Employees

416

218

Number of training courses held
during the year 2015

8 outside Iraq, 1 inside Iraq

7 outside Iraq , 3 inside Iraq

Total amount of training for 2015

N/A

N/A

* Inadequate recovery and accumulated debt for the company

(Table (19) 7 Oil Fields (3))

QOil Fields

Al Rumila Oil Field

Al Zubair Oil Field

Number of Licensing Round

First Licensing Round

First Licensing Round

(2009) (2009)
Field Partner British Petroleum and Petrochina KOGAS, OEC:\:I'Id ential and
State Partner SOMO Missan Oil Company
Field Operator British Petroleum ENI
Contract Sign Date 3 Nov 2009 22 Jan 2010
Contract Active Date 17 Dec 2009 18 Feb 2010
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Oil Fields Al Rumila Oil Field Al Zubair Qil Field
Approval Date Nov 2010 Apr 2010
Contract Period 25 years 25 Years
Production peak (barrel / day) 2,100,000 850,000

First Commercial Production (barrel
/ day)

Baseline 1,066,000

Baseline 182,778

Commercial Production 1,172,600

Commercial Production 201,053

Baseline (2015) 687,584 *

Baseline (2015) 138,732

Production for the year 2012 (barrel

/ day) 1,289,024 249,485
Production for the year 2013 (barrel 1,245,310 285,001
/ day)
Production for the year 2014 (barrel 1,216,589 284,675
[ day)
Production for the year 2015 (barrel 1,307,029 312,192
/ day)
Remuneration Fees for IOCs 377,176,517 64,309,092
Remuneration Fees for State 11,366,153 5 490,305
Partner
Cost Recovery for State Partner 0 0
Cost Recovery for Field Partner 2,330,126,442 1,244,423,455

British Petroleum (47.63%)

KOGAS (41.56%), Occidential

. : ; (29.69%),
0,
Contracting companies shares Petrgt(:)hag ((Aé%i/?? 0/0) ENI (41.56%), Missan Oil
0 Company (5%)
Number of Iragi Employees 7,458 2,749
Number of foreign Employees 503 206

Number of training courses held
during the year 2015

12 (175 participants)

12 (135 participants)

Total amount of training for 2015

4,696,859

3,415,988

* There is a base line production for four oil fields that have been contracted during the first
licensing round (Rumaila, Zubair, West Qurna, Missan) with total base line production (1,080,933
Barrels/day), deducted annually by 5% and 7.5% of Rumaila oil field from the base line (starting

from 2014).

(Table (20)i Oil Fields (4))

QOil Fields

West Qurna (1) Oil Field

West Qurna (2) Oil Field

Number of Licensing Round

First Licensing Round
(2009)

Second Licensing Round
(2009)

Field Partner

ExxonMobill,
Petro China, Shell and Pertamina

Lukoil

State Partner

Irag Oil Exploration Company

North Oil Company

Field Operator

ExxonMobil

Lukoil

Contract Sign Date

25 Jan 2010

31 Jan 2010

e |




IEI I I Iragi Extractive Industries Transparency Initiative

Oil Fields West Qurna (1) Oil Field West Qurna (2) Oil Field
Contract Active Date Mar 2010 Feb 2010
Approval Date Oct 2010 Sep 2010
Contract Period 207 30 Years 25 Years
Production peak (barrel / day) 1,600,000 (for Seven Years) 1,200,000
First Commercial Production Baseline 244,000
(barrel / day) Commercial Production 268,400 N/A
Baseline (2015) 185,201
Production for the year 2012 (barrel 380,527 N/A
/ day)
Production for the year 2013 (barrel 425,922 N/A
/ day)
Production for ;[r(ljz;/)ear 2014 (barrel 340,424 255,460
Production for ;[r(ljz;/)ear 2015 (barrel 365,975 383,015
Remuneration Fees for IOCs 125,832,065 153,414,362
Remuneration Fees for State
Partner 7,537,452 51,138,121
Cost Recovery for State Partner 0 0
Cost Recovery for Field Partner 792,452,914 2,563,552,463
ExxonMobil (32.7%)
Contracting companies shares Petro China (32.69%), Shell Lukoil (75%)
9 P (19.61%), Pertamina (10%) and North Oil Company (25%)
Iraq Oil Exploration Company (5%)
Number of Iraqi Employees 1,664 633
Number of foreign Employees 248 546
Number of training courses held 4 (39 participants) 6 (64 participants and One
during the year 2015 P P workshop with 5 participants)
Total amount of training for 2015 5,155,826 3,403,249

(Table (21) i Oil Fields (5))

Oil Fields Majnoun Oil Field Al Gharraf Oil Field
: : Second Licensing Second Licensing
Number of Licensing Round Round (2009) Round (2009)
Field Partner Shell and Petronas Petronas and Japan Petroleum
State Partner Missan Oil Company North Oil Company
Field Operator Shell Petronas
Contract Sign Date 17 Jan 2010 8 Jan 2010
Contract Active Date Mar 2010 Feb 2010
Approval Date Oct 2010 Nov 2010
Contract Period 20 Years 20 Years
Production peak (barrel / day) 1,800,000 230,000
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Oil Fields

Majnoun Oil Field

Al Gharraf Oil Field

First Commercial Production

(barrel / day) N/A N/A
Production for the year 2012
(barrel / day) N/A N/A
Production for the year 2013
(barrel / day) 141,246 66,580
Production for the year 2014
(barrel / day) 193,949 84,133
Production for the year 2015
(barrel / day) 198,136 97,128
Remuneration Fees for IOCs 62,466,116 26,955,749
Remuneration Fees for State 29.538.611 10,973,309
Partner
Cost Recovery for State Partner 0 0
Cost Recovery for Field Partner 1,167,461,233 721,934,198

Contracting companies shares

Shell (45%), Petronas (30%),
Missan Oil Company (25%)

Petronas (45%), Japan Petroleum
(30%), North Oil Company (25%)

Number of Iragi Employees

676

275

Number of foreign Employees

811

460

Number of training courses held
during the year 2015

7 (107 participants /7 workshops
(63 participants))

7 (80 participants / 1 workshop (2
participants) (for 2014, 2015)

Total amount of training for 2015

4,607,789

4,152,744 (for 2014 and 2015)

(Table (22) Y Oil Fields (6))

Oil Fields

Al Najma and AlQayara

Al Siba

Number of Licensing Round

Second Licensing
Round (2009)

Third Licensing
Round (2010)

Field Partner

Sonangol

Kuwait Energy &
TPAO

South Oil Company for

State Partner . A.I Qayara Missan Oil Company
Iraqgi Drilling Company
for Al Najma
Field Operator Sonangol Kuwait Energy
Contract Sign Date 26 Jan 2010 5Jun 2011
Contract Active Date Feb 2010 Jul 2011
Approval Date - Jul 2012
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Oil Fields

Al Najma and AlQayara

Al Siba

Number of Licensing Round

Second Licensing
Round (2009)

Third Licensing
Round (2010)

(barrel / day)

Al Qayara 30,000

Approval Date - Jul 2012
Contract Period 20 years 20 years
. Al Najma 110,000
Production peak (barrel / day) Al Qayara 120,000 100 MMSCFD
First Commercial Production Al Najma 20,000 25 MMSCED

Contracting companies shares

75% Sonangol
25% South Oil
Company for Al Qayara
& Iraqi Drilling
Company for Al Najma

45% Kuwait Energy
30% TPAO
25% Missan Oil
Company

Number of training courses held

during the year 2015 N/A 1 (10 participants)
Total amount of training for 2015 N/A 0
(Table (23) i (Qil Fields (7))
Oil Fields Mansuriya Akkaz

Number of Licensing Round

Third Licensing
Round (2010)

Third Licensing Round
(2010)

Field Partner

TPAO & Kuwait Energy & Kogas

Kogas

State Partner

Oil Exploration

North Oil Company

(barrel / day)

Company
Field Operator TPAO Kogas
Contract Sign Date 5 Jun 2011 13 Oct 2011
Contract Active Date Jul 2011 Nov 2011
Approval Date May 2012 Sep 2012
Contract Period 20 Years 20 Years
Production peak (barrel / day) 320 MMSCFD 400 MMSCFD
First Commercial Production 80 MMSCED 100 MMSCED

Contracting companies shares

37.5% TPAO
22.5% Kuwait Energy
15% Kogas

75% Kogas
25% North Oll

25% Oil Exploration Company
Company
Number of training courses held
during the year 2015 N/A N/A
Total amount of training for 2015 N/A N/A
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(Table (24) i Oil Fields (8))

Iragi Extractive Industries Transparency Initiative

Exploration Block #

Exploration Block #

Oil Fields 8 9
. . Fourth Licensing Round Fourth Licensing Round
Number of Licensing Round (2012) (2012)
Kuwait Energy &
Field Partner Pakistan Petroleum Dragon Oil

Holdings Limited

State Partner

Field Operator

Pakistan Petroleum

Kuwait Energy

exploration results

Contract Sign Date 5 Nov 2012 27 Jan 2013
Contract Active Date Dec 2012 Jan 2013
After informing the after mformm_g the
. . South QOil
Approval Date Midland Oil Company Company with the
PP with the commercial .
commercial

exploration results

Contract Period

30 years for oil
field & 40 years for
gas field (Includes
exploration period

for 5 years)

Production peak (barrel / day)

First Commercial Production
(barrel / day)

After 3 months from the
completion of the
approved evaluation
plan

After 3 months
from the
completion of the
approved
evaluation plan

Contracting companies shares

100% Pakistan

70% Kuwait
Energy

Petroleum 30% Dragon Oil
Holdings Limited
Number of training courses held N/A 0
during the year 2015
Total amount of training for 2015 N/A 0

(Table (25) i Ol Fields (9))

Oil Fields

Exploration Block #

Exploration Block # 12

Corporation

10
. . Fourth Licensing Round Fourth Licensing Round
Number of Licensing Round (2012) (2012)
Lukoil Overseas Iraq .
Field Partner Exploration B.V. & Inpex JSOC Baé?ln;]:tc& Premier

State Partner

Field Operator

Lukoil Overseas Iraq
Exploration B.V.

JSOC Bashneft

e
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IEITI

Exploration Block #

Oil Fields 10 Exploration Block # 12
Contract Sign Date 7 Nov 2012 8 Nov 2012
Contract Active Date Dec 2012 Jan 2013

Approval Date

after informing the South Oil
Company with the
commercial exploration
results

after informing the South
Oil Company with the
commercial exploration
results

Contract Period

30 years for oil field & 40
years for gas field (Includes
exploration period for 5
years)

30 years for oil field & 40
years for gas field
(Includes exploration
period for 5 years)

Production peak (barrel / day)

First Commercial Production
(barrel / day)

After 3 months from the
completion of the approved
evaluation plan

After 3 months from the
completion of the
approved evaluation plan

Contracting companies shares

60% Lukoil Overseas Iraq
Exploration B.V.
40% Inpex Corporation

70% JSOC Bashneft
30% Premier Oil PLC

Number of training courses held
during the year 2015

6 (64 participants)

0

Total amount of training for 2015

1,146,961

0
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Iraqi Fie

First Licensing Round
TURKEY

@ Al Ahdab Fields

€ Missan Fields

@ Zubair Fields

© Rumalla Fields

@ West Qumna-1 Fields

Second Licensing Round

® Namah Fields

© Qaiyarah Fields

@ Badra Fields

© Garraf Fields

© Halfaya Fields

@ Mainoon Fields

® west Quma-2 Fields

SYRIA

Third Licensing Round
@ Akkas Fields

® Mansuriya Fields

@ Siba Fields

Foutth Licensing Round

= 15 Block No. (8)

é 16 Block No. (9)
17 Block No. (10)

18 Block No. (11)

JORDAN

SAUDI ARABIA

FirstRound
Second Round

|
|
[l Third Round
O

KUWAIT

FourthRound |
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2.3.1 Basrah Gas Company

BGC is an Iragi company established by the Iragi Government in May 2013 to meet the
Iragi challenge to turn Basrah Province® abundant endowment of natural gas into a
blessing for the current and future generations.e»

The major shareholder is South Gas Company. Other shareholders are Shell and
Mitsubishi.

BGC& employs workforce of over 5,500, supported by hundreds of engineers and
workers either employed in or deployed to Basrah Province by these contractors to work
on BGC projects.

BGC inspects and repairs around 1,800 kilometers of pipelines, and nine compressor
stations in Rumaila field. In addition, it is currently repairing the 40-inch West Qurna 1
pipeline. This will enable BGC to process associated gas from West Qurna for the first
time by connecting the field to the North Rumaila processing plant. West Qurna 1 today
flares around 150 million standard cubic feet per day, enough to power one million homes
and produce 16 million LPG cylinders per annum.

BGC does not produce and capture raw natural gas. A public-private partnership between
the three giant oil fields of southern Iraq - Rumaila, Zubair and West Qurna 1 i to deliver
untreated natural gas to BGC from their wells.
BGC role is to transport and treat natural gas, turning it into valuable products. BGC
delivers these finished products to South Gas Company, which is responsible for
distributing them in the local market. BGC infrastructure consists of:

2.3.1.1 Pipelines

BGC operates a network of around 1,800 kilometers of natural gas, hydrocarbon liquids
and industrial water pipelines. Natural gas and liquids are transported through these
pipelines from where it is produced to the processing plants. BGC inspects and
rehabilitates these pipelines, and its building 300 kilometers of new pipelines to expand
its capacity further.

2.3.1.2 Gas Compressing stations

BGC has nine compressor stations, which are distributed at intervals along its pipeline
network. Their purpose is to compress the natural gas, thereby providing an increase in
pressure for the natural gas to continue flowing towards BGC processing plants. BGC is
currently building nine new compressor stations, and whilst this work is being finalised, it
has installed three temporary compressors to increase gas flow and start to meet the
needs of the people of southern Iraq for power as quickly as possible.

2.3.1.3 Gas processing plants

BGC operates two gas processing plants. At these facilities BGC removes contaminants
from the natural gas and separate it into dry gas to supply power generators and to
produce valuable natural gas liquids. At the Khor Al Zubair gas processing plant, BGC
also processes natural gas liquids to produce LPG and condensate
(31) http://www.basrahgas.com/
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2.3.1.4 Storage and marine terminal

On the coast at Umm Qasr, BGC operates a storage and marine terminal. At this
facility, BGC stores LPG and condensates before delivering these products to South
Gas Company for distribution in the domestic market. In the future, any excess products
could be exported through the marine terminal. This will only happen once local
demand for these products has been met which will provide important revenue for Iraq.
BGC converts a third pier at a marine terminal for this purpose, to supplement and allow
to rehabilitate the two existing product piers there.

2.3.1.5 Background information regarding Basrah Gas Company

1- According to the Social Performance standards, BGC is involved in the following
activities:

A Understand the social setting and dynamics where BGC operates;

A Management of social impacts identified during the ESHIA studies or community
consultation/engagement process;

A Engagement with affected individuals and communities with proactive management of

grievances;
A Management of involuntary resettlement;
A Protection of cultural heritage;
A Delivery of benefits and social investment (SI)/CSR: BGC Sl strategy is to contribute

in the development of Iraq and Basrah province through selected projects that

enhance socioeconomic opportunities for people and communities to develop,

normalize, and create direct or indirect benefits to deliver BGC businesses in a
manner that minimizes conflict.

2- General Figures for Basrah Gas Companye

(Table (26) YGeneral Figures BGC)

Description Figures
Dry Gas 3,701,565,654 Cubic Meters
liquid petroleum gas (LPG) 1,560,691 Cubic Meters
Number of Iraqi Employees 5200
Number of foreign Employees 300
Number of training courses held 100,000 man-days
Corporate tax 0
Contract Period 25 years
Contracting companies shares SGC 51%, Shell 44%, Mitsubishi 5%

(32) http://lwww.basrahgas.com

4/ I



IEI I I Iragi Extractive Industries Transparency Initiative

2.5 Beneficial Ownership (Road Map)

IEITI maintained a public register related to beneficial owners of the entities that bid for,
operate or invest in extractive assets, which define the beneficial owners, the level of
ownership and details about how ownership or control is exerted. MSG had published a
roadmap for disclosing beneficial ownership information as depicted in the following link:
http://ieiti.org.ig/uploads/beneficial%o20ownership/Road%20Map %200f%20beneficial-
ownership%200f%20Iraq.pdf
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3.1 Exploration and Drilling Activities

3.1.1 Oil Exploration Company

Law No. (80) was established in year 1961, in accordance with the restored control over
Iragi land. The foreign oil companies granted the control only over the productive fields,
where Iraq established (Iragi national oil company) in year 1964 in order to manage oll
fortune.

In 1987, the state establishment had been changed to be an administratively, financially
and technically Independent state company, and it was named Oil Exploration Company
(OEQ).

The main task of the company is to discover and evaluate, the new hydrocarbon
structures, by expert staff who use the latest version of technologies in the fields of
geology, seismic acquisition, interpretation, processing and laboratory researches and
analyses, supported by engineers, legal, administrative and finance staff. @

The following table indicates the number of the planned productions of Oil Exploration
Company compared with the actual executed productions for year 2015:

(Table (27) i Planned Productions)

. Commission Execution
# Activity ‘ Affiliates Planned Executed Percentage

1 Fieldwork Commission/ seismic survey 1,054.59 2101.63 107 5%
(KM Length) 988

5 Fieldwork Commission/ seismic survey 1,624.3 1,700 105%
(KM2)
Processing and Explanation

3 Commission / Data Processing in 3D 1,200 1,200 100%
(KM2)
Processing and Explanation

4 Commission / Data Processing in 2D 24,759 24,859 100.4%
(KM Length)

— : - 95

Processing and Explanation

5 Commission /Seismic Explanation in 3D 2,896 2,896 100%
(KM2)
Processing and Explanation 0
Commission /Seismic Explanation in 2D 67,874 67,334 99%
Geology Commission / Evaluation, 0
Exploration, Labs (KM) 153 1,947 1,945 100%

8 Information Technology Commission / 120 1,200 1,232 102.6%
Data Bank

(33) http://oec.oil.gov.iq/PageViewer.aspx?id=1

A7



IEI I I Iragi Extractive Industries Transparency Initiative

L Commission Execution
# Activity Affiliates Planned Executed Percentage
9 Execution Percentage rate - - - 101.8%
10 Total commission Affiliates 1,356 - - -

Total Planning Commission Affiliates

and Support Departments 506 i i )

12 Total Affiliates 1,862 - - -

3.1.2 Iraq Drilling Company

Irag Drilling Company (IDC) aims to be a responsible company locally, nationally and
internationally and is making significant efforts in terms of its social and environmental
responsibilities. The Company is committed to comply with international standards.

IDC implemented a sustainable development and environmental (SDE) strategy which
comprised distinct levels of actions, undertaken in close consultation with concerned
stakeholder, by:

1) Minimizing and mitigating any possible harm or damage, whether to populations,
wildlife or the environment, ensuring the residual impact is either nil, negligible or
moderate at most;

2) Establishing a positive and enduring legacy in Iraqg.

Specific training programs have been set up to transfer the necessary skills to employees
to enable them to participate significantly in the projects, whilst maintaining a performance,
which is in line with internationally accepted quality and standards.

IDC has also sought to meet international standards with respect to consultation and
disclosure by involving several interested stakeholders inside and outside Iraq, ranging
from local to international parties, Iraqi authorities at both ministerial and regional levels,
and locally affected communities. @

(34) http://lwww.idc.gov.ig/profile-en.php
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The following table illustrates the
number of employees of IDC during the
years 200971 2015:69

(Table (28) i Number of Employees)

Year Number of employees
2009 6,517
2010 6,670
2011 6,741
2012 6,737
2013 6,942
2014 7,063
2015 7,877

(35) Information provided by IDC
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The following table indicates the number of wells drilled/ Worked Over for NOC& and 10Cs
(36):

(Table (29) i Wells Drilled)

National Companies IOC& Companies Total
VERlr | AB) Planned percen Planne |Execute Percent Planned HELLLE
Executed| tage age Executed ge
(Wells) d d (Wells)
(Wells) |execut (Wells)| (Wells) execute (Wells) | execute
ed d d

Drilling 66.24 52.91 80%

2009 | worked
Over

‘D

6,24 | 5291 | 80%

66.08 84.66 | 128% 30 28 0.93

©
o
o
®

112.66 117%

Drilling 58.11 40.97 71% 15.1 15.04 1.00 73.21 56.01 7%

2010 Worked
Over

Drilling 66.05 50.48 76% | 27.88 | 27.77 1.00 93.93 78.25 83%

57.02 70.73 | 124% | 54.43 | 59.31 1.09 111.45 | 130.04 117%

2011
worked | 5 43 | 2135 | 100% | 6353 | 79.34 | 125 | 84.96 | 100.69 | 119%

Over

Drilling 48 4643 | 97% | 30.4 | 19.94 | 0.66 78.4 66.37 | 85%
2012

Wg\r/';fd 132 176 | 133% | 776 | 96.4 | 1.24 90.8 114 126%

Drilling 59.54 45.44 76% | 47.58 | 36.77 0.77 107.12 82.21 7%

2013 Worked
Over

Drilling 34.82 28.13 81% | 27.87 | 30.93 111 62.69 59.06 94%

2014 Worked
Over

14 16.85 | 120% | 68.6 79.9 1.16 82.6 96.75 117%

10.75 17.01 158% 60 68 1.13 70.75 85.01 120%

Drilling 21.12 151 71% | 14.02 13.6 0.97 35.14 28.7 82%

2015 Worked
Over

Drilling 353.88 | 279.46 | 79% |162.85| 144.05 | 0.88 516.73 | 423.51 82%

8.43 1456 | 173% | 74.4 | 75.05 1.01 82.83 89.61 108%

Total | \orked

Over 190.91 | 242.76 | 127% |428.56| 486 1.13 619.47 | 728.76 118%

(36) Information provided by IDC
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The following graph illustrates the number of wells drilled and worked over Iraq Drilling
Company during the period 20097 2015 (37):

(INustration (3) i (Number of Wells))

Number of wells drilled/  Work over during 2009 Y 2015

2009 2010 2011 2012 2013 2014 2015

140

8

o

6

o

4

o

2

o

o

E Drilling  m Rehabitation

(37) Information provided by IDC
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3.1.3 International Companies

There are four exploration contracts signed between Ministry of Oil and the International
Companies within the fourth licensing round, related to four geographic blocks:

1. Exploration block No. 8; which extends between Diyali and Wasit area of 4,000 square
kilometers. The contract was signed with fPakistan Petroleumo as the field operator
over a period of 30 years for oil field and 40 years for gas field.

N

Exploration block No. 9; the block is located in Basra, and covers an area of 900
square kilometers and is adjacent to the Iranian border. The contract was signed with
fKuwait Energyoas the field operator over a period 30 years for oil field and 40 years
for gas field as well.

w

Exploration block No. 10; a block of 500 square kilometers on the territory of the
governorate of Dhi Qar, and Muthanna, about 120 kilometers west of Basra
governorate. The contract was signed with fiLukoil Overseas Iraq Explorationo as the
field operator over a period of 30 years for oil field and 40 years for gas field.

B

Exploration block No. 12; an area of 9,020 square kilometers on the territory of the
governorates of Muthanna and Najaf. The contract was signed with ISOC Bashnefto
as the field operator over a period of 30 years for oil field and 40 years for gas field.

For more details, please refer to section 2.3 Register of Licenses / 2.4 Contracts

3.2 Productions

3.2.1 Reconciliation of extracted crude oil quantities between Ministry of Oil and
South Oil Company and no variances were noted
(Table (30) Y Extracted Crude Oil ( 1))

SOC .
(Barrels) MoO (Barrels) Variances (Barrels)
1,031,830,424 1,031,830,424 ]

Source: data presented in the table was reported by the respective entities (SOC and MoO)

3.2.2 Reconciliation of extracted crude oil quantities between Ministry of Oil and
North Oil Company, a material variance of USD 377,185,680 was identified

(Table (31) i Extracted Crude Oil (2))

NOC (Barrels) MoO (Barrels) Variances (Barrels)

59,227,053 67,349,053 8,122,000*

Source: data presented in the table was reported by the respective entities (NOC and MoO)

* The above materiality variance was due to the fact that 8,122,000 barrels of extracted crude oil are
from fields controlled by KRG, and were not reported in North Oil Company figures (as reported from
MoO and NOC)
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3.2.3 Reconciliation of extracted crude oil quantities between Ministry of Oil and

Midland Oil Company and no variances were noted
(Table (32) i Extracted Crude Qil (3))

MdOC (Barrels) MoO (Barrels) Variances (Barrels)

63,527,272 63,527,272 -

Source: data presented in the table was reported by the respective entities (MdOC and MoO)

3.2.4 Reconciliation of extracted crude oil quantities between Ministry of Oil and
Missan Oil Company no material variances were noted

(Table (33) i Extracted Crude Oil (4))

MOC (Barrels) MoO (Barrels) Variances (Barrels)

116,284,797 116,284,797 -

Source: data presented in the table was reported by the respective entities (MOC and MoO)

Crude Oil Produced (Barrels)

The following graphs illustrates the major reported data in the reconciliation exercise:

(Nustration (4) i (National Production)

142,930,425 *

Total of National
production  and
Licensing Round
Barrels

1,278,991,546 1,136,061,12

m National Production H Licensing Rounds

Source: data presented in the chart was reported by Ministry of Qil.

* The average daily production for the first licensing round (Al Rumaileh, Al Zubair, South Al qurna, Missan) was around
(1,200) Thousand barrels per day, which represents the baseline production of these fields assuming continuous production
since year 2010 until the end of year 2015, with a declining (normal production) average of (5%) yearly. Assuming that the
ministry of oil did not sign any contract in first or second licensing rounds, the current production would be (1,100) Thousand
barrels per day adding to it (206) Thousand barrels per day for national production to reach (1,300) Thousand barrels per day
as an average total production, while the actual daily production from these licensing rounds fields is about (3,550) Thousand
barrels per day. This indicates that implementing licensing rounds service contracts has added an average production of
(2,250) barrels a day (as reported by PCLD).
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