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As provided by IEITI national secretariat

dalaall clasa) (ulaa
Stakeholders Council
Constituency Name Organization Since
Secretary General
The Head of Mahdi AlAlaaq of the Council of 10\2015
MSG . .
Ministers
National .
Alaa Rasoul Mohie Aldeen Secretary General 2009
Secretary
Director General of
2 ye Gl # Ol Alla Administrative
Department 2014
Khalid Salh AlDeen Murad
\ Ministry of Finance
S 5a Hllae Juai o Director General
Dr. Nidhal Abdilzahraa \ Office of Financial 05\2017
Government Murado Supervision
Aaallue g A8 cpall claa o
o dﬁuﬁ S Director General of
g2 .
" Geological Survey 11\2014
Dr. Safaa AlDeen Fakhree ..
: \ Ministry of Indust
Abdil Majeed Fakhree HHSHY OF TCustty
plas jixaclun Consultant of the 05/2017
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Diyaa Jafar Hajam Minister of oil
\ Ministry of Oil
Gla ala a8 Director General of
North oil company \ 05/2017
Farid Jadir Sadiq Ministry of Oil
3 gana 2aal JOla Director General of
National Midland oil company 05/2017
Companies Jalal Ahmed Mahmood \ Ministry of Oil
B dllae llae Ol Director General of
Hayen AbdilAlGhani South oil company '
AbdilZahraa Ministry of O1
2ene dand e Rafiday Allraq
Aljadeed 11\2014
Ali Neema Muhammed Organization
’ el 11\2014
Khalid Ataa AINagshbindi T
e e alallae 2 Union of Accountant
Dr. Abd Sahib Najem Abid and Auditors
. . 2812 ae Balullae JU s Awan Organization
Civil Society for awareness and 11\2014
Fryal Abd Sadah Aboud | capacity development
AlKaebi organization women's
e Oy
AAEN g daliia 11\2014
Saed Yassen Mousa
2015

Majid Muhammed Hassan
Alsouri
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ToCs
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Christos Mylonas

Shell Company
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The International Secretariat requested a summary of meeting attendance from the national secretariat.

In its absence, the International Secretariat has used the signed MSG meeting minutes that it has received,
corresponding to the period February 2015 to February 2017.

2015 2016 2017
Name and constituency
Actual/ (as categorized by the
possible 2/23 3/26 06/3 10/12 12/7 3/27 6/8 10/5 2/2 minutes)
(percentg.)
(%100) 9/9 Abdulsahib Najim
Majid Sury/
(%66) 3/2 Representative of
XX
Representative of
the XX/
(%0) 6/0 Representative
from academia
(no name given)
Representative of 43
XX (noname | S
%0) 6/0 3
(%0) 6/ given) / Hady g
Mary | O
(%100) 9/9 Said Yasyn Musa
F | Abdulsad
(%44) 9/4 arya ulsada
Alkaby
(%100) 9/9 Ali Nima
Jalid
%66) 9/6
(%66) 9/ Nagshabandy
Christos Mylonas
(%55) 9/5 y
(Shell Iraq)
(%11) 9/1 Paul Dubetz "
’ (ExxonMobil Iraq) 5
(%0) 9/0 Xu Zhan Feng
(CNPC)
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Hiyan Abdulghani
(South Qil
Company)

(%11) 9/1

Dyah Jafr Hijam
(South Qil
Company)

(%100) 1/1

Sabah
Abdulkazim
Shabib (Da’ira al

(%12) 8/1

NOCs

Abdulmahdi
Hamid Alamida
(Daira..

(%100) 1/1

Mansur Abduljaid
Jalil (Division of
contracts and
licenses, Ministry
of Oil)

(%33) 9/3

Nidal Abdulzahra

[s)
(%89) 9/8 Mardau (IBSA)

Falah Al Amry

(%100) 9/9 (SOMO)

Jalid Salahudin

(%44) 9/4 Mirad (MoF)

Ministry of
(%0) 9/0 Natural Resources
0 of Kurdistan

(name not given)

Government Representatives

Safahudin Fajra
Abdulmajid
(Ministry of
Inudstry and

mines)

(%66) 9/6

Mahdi Al Alaq

(%22) 9/2 (Chair)

Alaa Mohie el-
Deen (Deputy

(%66) 9/6

Chairmanshi
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Chair
21/14 21/8 21/12 21/8 21/11 21/9 21/8 21/7 21/10 Average attendance per
%66) | (%38) | (%57) | (%38) | (%52) | (%43) | (%38) | (%33) | (%48) meeting
21/10 Annual average
(%50) 105/53 (%38) 63/24 / 8
(%48) attendance

+47 22830802 :0Sl +47 22200800 :—&l secretariat@eiti.org s v www.eiti.org i iyl e ad sl
EITI International Secretariat, Ruselgkkveien 26, 0251 Oslo, Norway :0) 52!}




142

408 cileadd) 3 g8e (38 g CilS Bl JAd Ay s -z (galal)

This annex describes the levy of corporate income tax on international oil companies (I0Cs) operating
under Technical Service Contracts (TSCs) in Iraq. While based on extensive stakeholder consultations, the
explanations are not attributed to specific parties.

Tax liability calculations: All TSC contractors are liable to pay corporate income tax (CIT) of 35% of
“incomes due to the foreign oil companies” (2015 IEITI Report, p.95). The Ministry of Qil (MoO) is
required to deduct this amount from payments to I0Cs, effectively withholding CIT and transferring a net
sum to the IOC contractors. In practice, the Ministry of Oil calculates the value of CIT liabilities by levying
tax at 35% of remuneration fees owed to IOCs. Companies operating under TSC are also required to
withhold 7% of all payments to subcontractors and to remit these deductions to the General Commission
on Taxes in cash.

Remuneration fee payment mechanism: Under the terms of TSCs, I0Cs are entitled to claim cost
recovery and remuneration fees either in cash or in-kind, through requests made on an annual basis. All
IOCs have elected to be paid in-kind, through allocations by SOMO of crude oil liftings (known as “TSC
liftings”). Every month, the joint management committee (JMC) for each TSC submits costs and
production figures to a MoO sub-committee on costs (led by the Petroleum and Contracting Department
— PCLD). Following review, cost recovery and remuneration fee claims are submitted to the Minister of Qil
for approval, before being forwarded to the Ministry of Finance (MoF). The MoF then transferred
equivalent funds on a monthly basis to the MoO administration department, which then transferred
funds to State Oil Marketing Company (SOMO). The marketing company then calculates TSC lifting
volumes for each I0C based on the monthly Official Selling Price (OSP).

The MoO normally gives priority to paying cost recovery before remuneration fees. For instance,
while the Badra oilfield started producing in 2014, TSC contractors only received cost recovery
payments in 2015. The remuneration fees (and associated CIT deductions) were accumulated in
the license-holder Midland Oil Company’s accounts for future payment (in 2017).

Tax settlement process: For all oilfields under TSC aside from Ahdab, the MoO deducts the 35% CIT from
remuneration fees released to I0Cs. Upon closing end-year accounts, the MoO informs the MoF of its CIT
deductions, which are subsequently deducted from the MoO’s budget in the first quarter of the following
year and transferred to the General Commission on Taxes.

In the case of Ahdab, which had originally been awarded as a production-sharing contract (PSC) in 1997
before being converted into the first TSC in 2008, the contractor (Al Waha Petroleum) pays CIT in cash
directly to the General Commission on Taxes. While the Ahdab TSC set CIT at 15% of profit, the effective
CIT rate was 35% given that the terms of the original TSC were superseded by the 2011 instructions (n.5)
on oil and gas contracts tax. However, the TSC provides for the recovery of CIT payments on the Ahdab
oilfield, given that the original PSC had exempted the operating company of all tax. The Ahdab TSC
contractor submitted the CIT receipt received from the General Commission on Taxes to the license-
holder (Midland Oil Company), which then included the sum in the contractor’s recoverable costs.
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Areas of contention: However, there has been disagreement between MoO and I0Cs over the basis for
calculating CIT. Companies have argued that CIT should be levied on a company’s realized profit rather
than gross remuneration fees. While most costs were recovered through the TSCs’ cost recovery
mechanism, companies have argued that non-recoverable costs like mandatory social expenditures on
training (of USD 5m a year) and companies’ cost of funding (e.g. interest payments on company debt)
should be deducted from remuneration fees to calculate the profit base on which CIT should be
calculated. The 2015 IEITI Report shows that certain I0Cs refusing to recognize a CIT liability for specific
years, despite receiving remuneration fees, while partners in the TSC consortium did.

There are also differences in the CIT revenues recorded by MoO and MoF, which government
stakeholders consider may be due to differences in the basis for calculating CIT liabilities. In 2017, Prime
Minister Haider al-Abadi established a committee, composed of representatives from MoO, MoF, the
General Commission on Taxes and the Board of Supreme Audit, to recalculate CIT liabilities for all oilfields
under TSC for the period 2010-2016.
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This annex describes the different terms of Technical Service Contracts as a result of the way they were
awarded or subsequent to their renegotiations and amendments. While based on extensive stakeholder
consultations, the explanations are only rarely attributed to specific parties.

With a Federal Oil and Gas Law still pending since 2007, the fiscal terms for I0Cs in Iraq are set through
the terms of individual TSCs.

TSC terms: The Iraqgi Federal Government has concluded a total of 18 contracts with 10Cs, most of which
were awarded through the four bidding rounds held in 2009-2012. All but one (Ahdab) of the Technical
Service Contracts (TSCs) were based on the model TSC published in April 2009"%°. Under the TSC structure,
IOCs are contracted by the MoO to produce oil and gas from oilfields whose licenses are held by one of
the NOCs. The consortium of TSC partners receives reimbursement for production and operational costs
(known as cost recovery), while receive a fixed remuneration fee per barrel of oil produced above a
certain threshold. All analysts consulted confirmed that TSCs were standard contracts with the level of
production plateaus and a Dutch auction on remuneration fees as the key bid terms. The original TSCs
included a fixed 25% stake in the TSC consortium for the NOC, although the NOC participating in the TSC
consortium was not always the same NOC that held the actual oilfield license.™®

Fiscal terms: Under TSCs, the oilfield development programme is based on approved work plans based
on the operator’s funding and the Iragi Government’s budgeted investments (Iraqi Economists, 2016). All
stakeholders confirmed that IOCs operating under TSC received payment for cost recovery and
remuneration fees in-kind, as a share of oil exports (see Annex xx). According to independent analysts,
remuneration fees are paid on a quarterly basis to the operator from a maximum of 50% of the additional
oil produced on top of a set level of production, termed “first production”. While the remuneration fee
per barrel produced varies per field, the average for the six largest oilfields has been calculated as a gross
USD 1.64 per barrel, from which deductions of 25% are made for the State partner and an additional 35%
withheld for covering the 35% CIT (Iragi Economists, 2016). Analysts and the US Department of State have
highlighted how fiscal terms under Iraqi TSCs, particularly remuneration fees, offer are lower returns than
in other jurisdictions (US Department of State, 2016). While the TSCs provide for penalties for TSC
contractors that missed the agreed production plateau targets, in the form of pro rata reductions in
remuneration fees, one analyst expressed uncertainty over whether these penalties were being applied.

However, as international oil prices have declined, the costs of production has risen relative to oil
revenues. In September 2016, Platts has estimated that the proportion of oil revenues paid in cost
recovery and remuneration fees was around 16% when oil prices were above USD100 per barrel, but rose
to as high as 48% in a significantly lower price environment (Platts, 2016). For instance, Platts revealed
that in September 2016 alone, Iraq allocated 1.066m barrels of oil as “payback oil” out of a total of
3.257m barrels allocated for export, which at an oil price of USD 48 per barrel would be worth USD
1.54bn out of a total of USD 4.7bn in crude oil allocated for export (Platts, 2016).

155

http://platformlondon.org/documents/PFTSC-23-Apr-09.pdf
The oilfield licenses are owned by the following: MdOC (Ahdab, Badra, Mansuriya, Akkaz, Block 8), SOC (Zubair, Rumaila, West Qurna 1,
West Qurna 2, Garraf, Majnoon, Siba, Blocks 9, 10, 12), MOC (Missan, Halfaya) and NOC (Najma, Qayara).
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Several analysts highlighted the higher level of payments for cost recovery than for remuneration fees, at
times up to tenfold higher levels in recent years. While this was due to the recovery of big-ticket costs at
the start of production, the analysts emphasised the short timeframe for cost recovery under Iraqi TSCs,
which improved the attractiveness of such contracts for 10Cs.

The Ahdab exception: While most TSCs are modelled on the same contract template, there is consensus
amongst all stakeholders consulted that the Ahdab TSC was unique, as the first TSC awarded in 2008. The
Ahdab oilfield was originally been awarded as a production-sharing contract (PSC) in 1997, before being
converted into the first TSC in 2008, to Al Waha Petroleum Ltd., a joint-venture between China National
Petroleum Corp. (CNPC) and China North Industries Corp., two Chinese state-owned companies. The
original PSC had exempted Al Waha Petroleum from CIT on the oilfield. While the original 2008 TSC for
Ahdab set the rate of CIT at 15% of Al Waha’s income and the 2011 instruction (n.5) on oil and gas
contract tax raised this rate to 35%, the TSC provided for CIT on the Ahdab oilfield to be cost recoverable.
Under the agreement, Al Waha Petroleum pays CIT in cash to the General Commission on Taxes,
subsequently submitting the receipt to the NOC holding the license for the Ahdab oilfield (Midland Qil
Company) for inclusion in the cost recovery calculations. Al Waha Petroleum is then reimbursed for these
costs in kind, as a share of crude oil. For all other TSC contractors, CIT is deducted from remuneration fees
collected in kind. In addition, the NOC participating in the TSC consortium (SOMO), is required to cover
costs in line with its stake (25%), in contrast to other oilfield TSC consortia like Rumaila, in which SOMQ’s
6% stake is carried by the contractor.

TSC amendments: While there was consensus amongst stakeholder consulted that a number of TSCs had
been amended after their original signing and that this was a contentious issue in Iraqg, there were widely
different views on the timing and nature of the specific TSC amendments. Upon extensive consultations, a
senior government official explained authoritatively that five main TSCs had been amended since the bid
rounds: Rumaila, West Qurna 1, West Qurna 2, Zubair and Block 9. There was consensus amongst
stakeholders that the nature of amendments had not been made public, even if there were different
views on whether TSCs (either the original or amended versions) were available to the public upon
request (see Requirement 2.4).

While there have been general descriptions such revisions in the press (Al-Monitor, 2016) (Reuters, 2016)
, there has only been one published study on the nature of such TSC amendments. A 2010 investigation
into the second licensing round in 2009 by the NGO PLATFORM found that the Rumaila TSC had been
privately renegotiated with the winning BP/CNPC consortium three months after the conclusion of the
bidding round (PLATFORM, 2010). Having gained access to the renegotiated contract, PLATFORM found
that the terms had been significantly revised from the published model contract on which the auction was
based, with the net effect of transferring the most significant risks associated with the TSC from the
BP/CNPC consortium to the government. The main changes identified included provisions for the Iraqi
Government to compensate BP/CNPC for any cuts in production due to constraints from any future OPEC
guota, in contrast to provisions of the original contract that required the sharing of the cost of complying
with any OPEC quota cut between the government and contractors. The NGO also found that the
renegotiated contract transferred responsibility for compensating for constraints in transport and export
infrastructure solely to the government, rather than being split between government and the consortium.
It also found that the revised contract raised the threshold for requiring South Qil Company’s approval of
expenditures on Rumaila from USD 50m to USD 100m, with the automatic granting of SOC’s approval
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after 45 days. The revised contract also required the government to compensate the consortium for
business interruption due to “force majeure” of more than 90 days, rather than costs being split as under
the original contract. Finally, PLATFORM found that the revised contract waved the operating
consortium’s responsibility for any geological damages to Iraqg’s oil reservoirs as a result of producing oil
too quickly or inefficiently (PLATFORM, 2010).

Several government stakeholders confirmed that the main amendments to the renegotiated TSCs related
to the level and duration of production plateaus, which in turn impacted cost recovery calculations. One
analyst highlighted that certain amended TSCs such as Al Rumaila had seen the removal of the R-factor in
the amended TSC, thereby removing the link between revenues and costs and improving returns for the
contractor. However, there was consensus amongst all stakeholders consulted that there had been no
change to the level of remuneration fees.

One of the analysts explained that the level of participation of NOCs in some of the amended TSC
consortia had been reduced®’ as a means of improving the commercial returns of 10Cs on these TSCs.
Several analysts highlighted the value of EITI information on the structure of TSC consortia, noting the
existence of contradictory information on the precise splits and identity of NOC partners on specific TSC
consortia in the public domain.

7 Thus, from the initial 25% stake, the government partner’s stake in the following TSCs was reduced to 10% for Halfaya, 5% for Al Zubair, 5%

for West Qurna 1 and 6% for Al Rumaila.
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Oilfield name

Operator
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Partner

Include
din
reconci

liation? [Reported corporate income tax? |(USD)

Ahdab Al Waha Petroleum Al Waha Petroleum Co. Ltd (75%) |Yes
SOMO (25%)
Gazprom Neft Badra BV (30%) Yes
KOGAS Badra BV (22.5%) Yes
Gazprom Neft Badra
Badra BV Petronas Badra (15%) Yes
TPAO Badra Ltd. (7.5%) Yes
Iraq Oil Exploration Company (25%)
Petrochina (45%) Yes
. Total (22.5%) Yes
Helfaya PetroChina
PETRONAS (22.5%) Yes
SOC (10%)
CNOOC Iraqg (64.75%) Yes
Missan CNOOC Iraq TPAO (11.25%) Yes
IDC (25%)
BP (47.63%) Yes
Al Rumaila BP PetroChina (46.37%) Yes
SOMO (6%)
KOGAS (41.56%) Yes
Al Zubair ENI Occidential (29.69%) Yes
ENI (41.56%) Yes
Missan Oil Company (5%)
ExxonMobil (32.7%) Yes
PetroChina (32.69%) Yes
West Qurna (1) ExxonMobil Shell (19.61%) Yes
Pertamina (10%) Yes
Iraq Oil Exploration Company (5%)
West Qurna (2) Lukoil Lukoil (75%) Een
North Oil Company (25%)
Shell (45%) Yes
Majnoun Shell
Petronas (30%) Yes
Missan Oil Company (25%)
Al Gharraf Petronas HEEEIRS ) Yes
Japan Petroleum (30%) Yes

North Oil Company (25%)

CIT Value

87,521,874

19,166,200

17,249,170

53,695,027

31,015,542

9,848,965
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In addition to the reconciliation of company payments to government, the 2015 IEITI Report provides the
results of reconciliation of government payments to companies (remuneration fees and cost recovery),
intra-SOE physical product transfers (reconciliation of material balances of crude oil and natural gas) and
payments from government to SOEs (internal service payments). Given that such payments are not
covered under Requirement 4.1 of the EITI Standard, which only covers company payments to
government, the International Secretariat has included a review of the documentation of progress in
Annex to the initial assessment.

Material revenue streams: In terms of government payments to companies, the 2015 IEITI Report

presents the results of reconciliation of remuneration fees (2015 IEITI Report, pp.92, 93-95) and cost
recovery (2015 IEITI Report, pp.113-115).

In terms of intra-SOE transactions, the 2015 IEITI Report provides the results of reconciliation of internal
service payments from SOMO to each of the four NOCs (2015 IEITI Report, Section 4.1.3, pp.102-105).

In terms of physical flows, the 2015 IEITI Report presents the results of reconciliation of crude oil
production volumes between MoO and each of the four NOCs (2015 IEITI Report, Sections 3.2.1-4, pp.52-
53), crude oil lifting volumes between SOMO and the four NOCs (2015 IEITI Report, Sections 3.3.1-4,
pp.60-63), crude oil volumes supplied to refineries between NOCs and state-owned refining companies
(2015 IEITI Report, Sections 3.4.1-3, pp.82-83), crude oil volumes supplied to the Electricity Generation
Directorates (2015 IEITI Report, Section 3.4.4, p.84), refined oil products between MoO, OPDC and OPC
(2015 IEITI Report, Section 3.4.7, p.87) and of net revenues from the sale of refined oil products to the
domestic market between MoF and OPDC (2015 IEITI Report, Section 4.1.2, p.91). The 2015 IEITI Report
also provides the results of reconciliation of natural gas volumes supplied by NOCs to the three state-
owned gas companies (2015 IEITI Report, Section 3.2.5-7, pp.54-55), natural gas volumes supplied to the
Electricity Generation Directorates (2015 IEITI Report, Section 3.4.5, p.85), natural gas volumes supplied
for internal consumption (2015 IEITI Report, Section 3.4.9, p.88), natural gas volumes supplied to four
MIM companies (2015 IEITI Report, Section 3.4.8, p.87) and LPG volumes supplied by national gas
companies to the Gas Filling Company (2015 IEITI Report, Section 3.4.6, p.86).

Company reporting: In terms of government payments to companies, there appear to have been

omissions from several companies’ reporting of their receipt of remuneration fees and cost recovery
payments. Eight companies™® do not appear to have reported their receipts of remuneration fees paid by
the MoO, based on the results of reconciliation (2015 IEITI Report, Section 4.1.2.1, pp.93-95):

e BP and PetroChina do not appear to have reported remuneration fee receipts for the Rumaila oilfield, for
which the MoO had reported paying USD 377.177m). While it is stated that BP reported that the company
had made inadequate recovery and accumulated debt, it is unclear how this impacted the two partners’
ability to report.

158

BP, PetroChina, Shell, Pertamina, KOGAS, Al Waha Petroleum, Total, Japan Petroleum.
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Shell, Pertamina and PetroChina do not appear to have reported remuneration fees from West Qurna
(Phase 1), although ExxonMobil had reported its share of remuneration fees. Assuming a lack of
discrepancies between what MoO paid and what companies received, the materiality of the three non-
reporting companies’ omissions could be calculated as USD 94,305m"°, based on MoO disclosures.

e KOGAS does not appear to have reported remuneration fee revenues from Zubair oilfield. Although ENI
reported remuneration fee receipts, it is unclear whether it reported an aggregate sum on behalf of both
KOGAS and ENI, or merely ENI’'s own remuneration fee revenues.

e Al Waha Petroleum Co. Ltd does not appear to have reported remuneration fees for Ahdab oilfield, for
which MoO had reported paying USD 255,546m. The IEITI 2015 Report only stated that these figures were
“to be provided” (2015 IEITI Report, Section 4.1.2.1, p.94).

e Total and PetroChina do not appear to have reported remuneration fees for Halfaya oilfield, although their
partner Petronas had. Assuming a lack of discrepancies between what MoO paid and what companies
received, the materiality of the two non-reporting companies’ omissions could be calculated as USD
102.830m16°, based on MoO disclosures.

e  Japan Petroleum did not report its remuneration fee revenues for the Garraf oilfield, although partner
Petronas had. Assuming a lack of discrepancies between what MoO paid and what companies received, the
materiality of Japan Petroleum’s non-reported remuneration fees amounted to USD 8.780m™, based on
MoO disclosures.

e In addition, no remuneration fees were reported as having been paid by MoO or received by IOCs for the
Missan and Badra oilfields, with the IEITI Report only reporting that these oilfields had “inadequate
recovery and accumulated debt for the company” (2015 IEITI Report, Section 4.1.2.1, pp.94-95).

Based on the 2015 IEITI Report’s results of reconciliation of cost recovery between MoO and IOCs,
aggregated per field (2015 IEITI Report, Section 5.2.3, pp.114-116), it appears that ten companies'®* did
not report:

e PetroChina did not report cost recovery figures associated with the Rumaila field. Assuming a lack of
discrepancies between what MoO reported as paying and what companies reported as receiving, the
materiality of PetroChina’s omissions could be calculated as USD 1.051bn.'®

e  Shell, Pertamina and PetroChina do not report cost recovery figures associated with the West Qurna (Phase
1) oilfield. Assuming a lack of discrepancies between what MoO reported as paying and what companies
reported as receiving, the materiality of the three companies’ combined omissions could be calculated as
USD 538.415m.***

159

This calculation is based on subtracting the USD 31,527,073 reported as received by ExxonMobil from the total USD 125,832,065 reported as
paid to all four partners on the West Qurna (Phase 1) oilfield by MoO.

1% This calculation is based on subtracting USD 7.369m reported as received by Petronas from the total of USD 110.199m reported as having
been paid to all three partners on the Halfaya oilfield by MoO.

! This calculation is based on subtracting USD 18.176m reported as received by Petronas from the total of USD 26.956m reported as having
been paid to the two partners on the Garraf oilfield by MoO.

162 PetroChina, Shell, Pertamina, CNOOC, TPAO, Al Waha Petroleum, Kogas, Total, Japan Petroleum, Gazprom.

This calculation is based on subtracting the USD 1,279,023,445 reported as received by BP from the total USD 2,330,126,442 reported as
paid in cost recovery to the two partners on the Rumaila oilfield by MoO.

' This calculation is based on subtracting the USD 254,037,843 reported as received by ExxonMobil from the total USD 792,452,914 reported
as paid in cost recovery to all four partners on the West Qurna oilfield by MoO.
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e Neither CNOOC nor TPAO reported cost recovery figures associated with the Missan oilfield, with their
reporting marked as “to be provided”. Based on MoQ’s disclosure the materiality of this omission can be
estimated as USD 462,128,899.

e Al Waha Petroleum Co. Ltd. Did not report cost recovery figures associated with Ahadab oilfield, with their
reporting marked as “to be provided”. Based on MoQ’s disclosure the materiality of this omission can be
estimated as USD 754,361,166.

e  Kogas did not report cost recovery figures associated with the Al Zubair oilfield, while ENI did. Assuming a
lack of discrepancies between what MoO reported as paying and what ENI reported as receiving, the
materiality of Kogas’ omission could be calculated as USD 659.812m."®

e Total and PetroChina did not report cost recovery figures associated with the Halfaya oilfield, while
Petronas did. Assuming a lack of discrepancies between what MoO reported as paying and what Petronas
reported as receiving, the materiality of Total and PetroChina’s combined omissions could be calculated as
USD 862.565m. "

e Japan Petroleum did not report cost recovery figures associated with the Al Gharraf oilfield, while Petronas
did. Assuming a lack of discrepancies between what MoO reported as paying and what Petronas reported
as receiving, the materiality of Japan Petroleum’s omission could be calculated as USD 229,647m."*’

e  JSC Gazprom, Korea Gas and TPAO did not report cost recovery figures associated with the Badra oilfield,
while Petronas did. Assuming a lack of discrepancies between what MoO reported as paying and what
Petronas reported as receiving, the materiality of the three companies’ combined omissions could be
calculated as USD 172.578m."*®

There is also a significant discrepancy between the USD 1.167bn that MoO reported as having paid in cost
recovery to the two partners on the Majnoun oilfield and what Shell IPD BV and Petronas reported as
having received in cost recovery payments on the oilfield, at USD 1.75bn and USD 881.2m respectively for
the year 2015 (2015 IEITI Report, Section 5.2.3, p.116).

Government reporting: In terms of government payments to companies, the 2015 IEITI Report provides
the NOCs’ reporting of remuneration fees paid to I0Cs (2015 IEITI Report, pp.15, 33-41) and cost recovery
(2015 IEITI Report, pp.15, 33-41).

% This calculation is based on subtracting the USD 584,611,151 reported as received by ENI from the total USD 1,244,423,455 reported as paid
in cost recovery to the two partners on the Al Zubair oilfield by MoO.

% This calculation is based on subtracting the USD 298,234,021 reported as received by Petronas from the total USD 1,160,798,779 reported as
paid in cost recovery to the three partners on the Halfaya oilfield by MoO.

" This calculation is based on subtracting the USD 492,286,751 reported as received by Petronas from the total USD 721,934,198 reported as
paid in cost recovery to the two partners on the Al Gharraf oilfield by MoO.

%8 This calculation is based on subtracting the USD 59,252,555 reported as received by Petronas from the total USD 231,830,902 reported as
paid in cost recovery to all four partners on the Badra oilfield by MoO.
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EITI Report Cost (USD) Independent Administrator
2009 190,000 PwC

2010 225,000 PwC

2011 119,000 EY

2012 119,000 EY

2013 157,500 PwC

2014 157,500 PwC

2015 110,000 Kawasamy and Partners
(KPMG Jordan)

Source: IEITI
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Annex H— KPMG’s description of 2015 IEITI Report assurance methodology
KPMG Methodology & Spot Check:

First: KPMG Methodology

Our project approach was to be in line with 2016 EITI Standard and with the MSG’s agreed objectives and
expectations for the IEITI process

The project approach was broken into the following phases; Preliminary Analysis to produce an inception

report in accordance with EITI requirements followed by data collection, initial reconciliation and

investigation of discrepancies, then producing draft report, final report and executive summaries

1-

Preliminary Analysis: Ensure that the scope of the IEITI reporting process has been clearly defined,

including the reporting templates, data collection procedures, and the schedule for publishing the
IEITI Report for the year 2015

Review the relevant background information

Work with the MSG to agree on the procedures for incorporating and analyzing contextual
and other non-revenue information in the IEITI Report.

Review the payments and revenues to be covered in the IEITI Report
Review the companies and government entities that are required to report

Provide advice to the MSG on the reporting templates based on the agreed benefit streams
to be reported and the reporting entities.

Provide advice to the MSG in examining the audit and assurance procedures in companies
and government entities participating in the EITI reporting process

Provide advice to the MSG on what information the MSG should require to be provided by
the participating companies and government entities to assure the credibility of the data

Provide advice to the MSG on agreeing appropriate provisions relating to safeguarding
confidential information.

Data Collection: Collect the supporting documentation, as well as any information requested to

be collected by the MSG, directly from the participating reporting entities and contact the

reporting entities directly to clarify any information gaps or discrepancies

Distribute the reporting templates and collect the completed forms and associated
supporting documentation, as well as any other contextual or other information requested to
be collected by the MSG, directly from the participating reporting entities.
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3-

=  Contact the reporting entities directly to clarify any information gaps or discrepancies.

Initial Reconciliation: Reconcile the information disclosed by the reporting entities, identifying
any discrepancies and prepare an initial reconciliation report

= Compile a database with the data provided by the reporting entities.

= Reconcile the information disclosed by the reporting entities, identifying any discrepancies
(including offsetting discrepancies) in accordance with the agreed scope.

=  Prepare an initial reconciliation report based on the reported (unadjusted) data for
consideration by the MSG in accordance with the agreed scope.

=  Compile the data collected by the government, MSG, or reporting entities and prepare an
initial report based on the reported contextual and other information in the format agreed by
the MSG for reporting this information.

Investigation of Discrepancies: Contact the reporting entities in seeking to clarify any
discrepancies in the reported data and submit a draft IA Report to MSG

Contact the reporting entities in seeking to clarify any discrepancies in the reported data and
collect additional data from reporting entities.

Review audit reports for publicly available information. We also reviewed DFI reports and
management letters which capture information to oil and gas sectors and governmental entities.

Submit a draft Independent Administrator’s Report to MSG that comprehensively reconciles the
information disclosed by the reporting entities, identifying any discrepancies, and reports on
contextual and other information requested by the MSG.

The draft Independent Administrator’s report should:

Describe the methodology adopted for the reconciliation of company payments and government
revenues, and demonstrate the application of international professional standards.

Include a description of each revenue stream, related materiality definitions and thresholds
(Requirement 4.1).

Include an assessment on the comprehensiveness and reliability of the data presented, including
an informative summary of the work performed by the Independent Administrator and the
limitations of the assessment provided.

Based on the government's disclosure of total revenues as per Requirement 4.2(b), indicate the
coverage of the reconciliation exercise.

Include an assessment of whether all companies and government entities within the agreed
scope of the IEITI reporting process provided the requested information. Any gaps or weaknesses
in reporting to the Independent Administrator must be disclosed in the EITI Report, including
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naming any entities that failed to comply with the agreed procedures, and an assessment of
whether this is likely to have had material impact on the comprehensiveness of the report
(Requirement 5.3(d)).

5- Reporting: Issue the final IEITI report for the year 2015
- Produce electronic data files that can be published together with the final Report.
Second: Spot Check

Through our preliminary study at the beginning of the project and since the inception report, we have
been aware of the reconciliations that will be included in the IEITI 2015 report, and accordingly the
templates (which have been approved by the MSG) have been prepared and distributed to respective
entities. To illustrate this we will give an example of one of the reconciliation in the report which is “the
reconciliation of the exported crude oil between the buyers and SOMO”.

We determine who are the parties involved in this reconciliation such as SOMO and Bahart Oman (buyer)
and we refer to the template that we received from the respective entities.

In addition, we also did the matching between the ending balances for both entities (SOMO and Baharat
Oman), if the two balances matched between the two entities, we review each shipment (cargo) to verify
that the shipment registered in the buyer’s accounts is the same as the one registered in SOMQ’s account
by checking the shipment number and making sure it is registered in the same period.

However, If the balances do not match, we do the following:

o Matching the two balances (buyer and SOMO records) and determine what are the reasons
for these differences

o Contact with the two entities (buyer and SOMO) asking for the supporting documents related
for mismatch transaction (Cargo / shipment) and trying analysis the reason for this
mismatching and suggesting an appropriate recommendation to avoid their occurrence in the
future.
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Annex | = Quality assurance from reporting companies in the 2015 IEITI Report

Quality Assurance for the reported info.

Name of the Entity brie @ SECk Note
Approved the Officially | According | checks on
Templates | Authorized received to IAS | reconciling
Person items?

Basra Gas Company ad ad ad 0 0 [

Al WAHA - - - - - | No Data were reporte
Bashneft International O O O O O [
BP Iraq O O O O 0 [
CNOOC - - - - - | No Data were reporte
Dragon - - - - - | No Data were reporte
ENI 0 0 0 0 0 [
Part of the financic
ExxonMobil 0 0 0 0 0 statement wher
adde
INPEX - - - - - | No Data were reporte
Japex 0 0 0 0 O [
KOGAS - - - - - | No Data were reporte

Lukoil O O O O O
Occudiential - - - - - | No Data were reporte
Petrochina - - - - - | No Data were reporte
PETRONAS 0 O O O O [
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Shell

Gas Prom

No Data were reporte

Kuwait Energy

Premier

No Data were reporte

TPAO

No Data were reporte

Total

No Data were reporte

Sonangol

No Activities a

qaiyarah and Najma
Oilfiel

Aioli Limited

[

Bharat Oman Refineries
Limited

Bharat Petroleum
Corporation LTD.

BP OIL INTERNATIONAL
LIMITED

CEPSA TRADING SAU

Chevron Products Co. A
Division Of Chevron
U.S.A. Inc.

China National United
Oil Corporation

China International
(UNIPEC Asia Co. Ltd)

China Offshore Oil
(Singapore)
International Pte Ltd
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ENI Trading & Shipping
SPA

ERG Supply &Trading
S.P.A

ExxonMobil Sales and
Supply LLC. U.S.A

GS Caltex Corporation

GUNVOR SA

Hindustan Petroleum
Corporation Ltd. — India

HPCL - Mittal Energy
Limited

IPLOM
INTERNATIONAL SA

JX Nippon Oil & Energy
Corporation

Koch Supply & Trading,
LP

No Data were reporte

LITASCO MIDDLE EAST
DMCC

MOTOR OIL HELLAS
CORINTH REFINERIES
S.A

China Zhen Hua Oil
Co.Ltd.- Main/ (North
Petroleum)

Petro Diamond

Company limited / Care

of Mitsubishi
Corporation

PETCO Trading Labuan
Company Limited
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(PTLCL) / PETRONAS

Petro bras Global
Trading B.V.

PETROGALS.

Phillips 66
International Trading
Pte. Ltd.

REPSOL TRADING, S.

RELIANCE INDUSTRIES
LIMITED(RIL)

SARAS S.P.A.

SOCIETE ANONYME
MAROCAINE DE
L'INDUSTRIE DU

RAFFINAGE (SAMIR)

SHELL INTERNATIONAL
EASTERN TRADING
COMPANY

Sinochem International
Oil (London) Co. LTD

SK Energy Co., Ltd.

No Data were reporte

SOCAR TRADING SA

TOTSA TOTAL OIL
TRADING SA

Toyota Tsusho
Corporation

TURKISH PETROLEUM
REFINERIES
CORP.(TUPRAS)

Valero Marketing &
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Supply Co.
VITOL REFINING SA O O O O O (
PT PERTAMINA
- - - - - | No Data were reporte
(persero)
Indian Oil Corporation
. . (] O O O 0 [
Limited — India
(CHENNI Petroleum) 0 0 0 O O (
Basra Gas Company ad ad ad - 0 [
South Gas Company 0 0 0 - 0 [
North Gas Company O O O - 0
Missan Oil Company 0 0 0 - 0 [
North Oil Company 0 0 0 - 0 [
South Oil Company O O O - 0 [
North Refineries O O O - O (
Midland Refineries O O O - O
South Refineries O O O - O
North Oil Company
. 0 0 0 - 0
Domestic
Midland Oil Company
. 0 0 0 - 0
Domestic
Missan Oil Company
. 0 0 0 - 0
Domestic
SOC Oil Compan
P _y 0 0 0 - 0
Domestic
North Oil Company O O O - 0
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Midland Oil Company O O O - 0
Missan Oil Company 0 0 0 - 0
South Oil Company 0 0 0 - 0

Corporate Tax MoO - - - - }

Transportation
Revenue MoO

Source: KPMG Jordan
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Annex J — List of stakeholders consulted

Government
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Name

Position/ Organisation

Contact info

Adnan Bhayea

Director/ Akad Institute
(CSO)

adnanbhaya2003@yahoo.com

ahmediraq7008@yahoo.com

Ahmad Jassam

Director/ Al-Noor
organization(CSO), former
MSG

Director/ Association of

AbduINs:::: Accountants and sahib49@yahoo.co.uk

J auditors(MSG)

Senior Researcher/ Iraqi

Akram sadiq Institute for economic

reforming

Mohammad O Dwectqr/n (PG
AbuDalo (Independent Administrator mabudalo@kpmg.com

of IEITI 2015 report)

Nidhal Abdul Director General/ .

Zahrah FBSA(MSG) nidhalmrdaw@yahoo.com

Saeed Yaseen

Director/ Shauub
Organization(CSO), (MSG)

Saidmy04@yahoo.com
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Yasseen
Mahdi

Deputy Director General-Oil
Pipelines Company/ Ministry
of QOil

Sundus
Moussa

Office of Director General/
SOMO(MSG)

sundusamousa@gmail.com

Saffa Fakhri

Director General-Board of
Geological survey/ Ministry
of Industry

Saffa.fouad1957@gmail.com

Abdulridha
Hmood

Hameed
Abood

Ahmed Khalaf

-Midland Oil Company/
Ministry of Oil

Mansoor
Abdulmajeed

Deputy Director General,
Former MSG- Technical
Directorate/ Ministry of Oil

Oil_tech2@yahoo.com

Khalida Al-
Mubarak

Senior Head of Researches-
Iraqi Exploration Company/
Ministry of Oil

Khalda m baker@yahoo.com
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Dhiaa’ Jaafar

Advisor-Former director
General of SOC, former MSG
/ Ministry of Oil

Shaker Hamed
Hamza

Mohammed
Ali

Mohammed
Kadhem

PCLD/ Ministry of Oil(MSG)

Sabah law@yahoo.com

Khalid
Salahuldeen

(MSG) Director General-
Administrative Directorate/
Ministry of Finance (MSG)

khalidmurad@yahoo.com

Saad Frayeh

Director-Fuel Department/
Ministry of Electricity

Nicola F.
Sayegh |

Director/ Ernest and Young
(Independent Administrator
of IEITI 2011&2012 reports)

nicola.sayegh@jo.ey.com
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16479397000Mobile Phone: +
GMT -4))
Haitham S. El- .. PWC (Independent
Administrator of IEITI 2015 .
Boukhary Skype Name: haithamsb
report)
Email: haithamsb@yahoo.com
Dr. Ali | Inspector General/ Ministry
Ishukry45 hoo.
Alshukry of Culture aalshukry45@yahoo.com
Director General/ Legal
Dr. . . .
f Othrtman Directorate, Office of Prime dr.othman_74@yahoo.com
Ghailan . .
Minister
Parliament
XXXXXXX
Industry
XXXXXXX
Civil Society
XXXXXXX
Independent administrators
XXXXXXX
Development partners
XXXXXXX
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Media
XXXXXXX

Others
XXXXXXX
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Annex K — List of news and stories items provided by IEITI

files_xi )l

e=web&cd=1&cad=rja&uact=8&ved=0ahUKEwiSooyLsaP
SAhXEuRoKHQVRDLEQFggcMAA&url=http%3A%2F%2Fay
naliragnews.com%2Findex.php%3Faa%3Dnews%26id22
%3D4558&usg=AFQjCNES4-W-7XTg97uem-

AeG8Uj arq5w&sig2=t9w2sLutu3pZ30kjkppoaA

ol sall Jay) g 40 <
33k e 48 jaal i yaY) Caaill 4 Jae 48,5544 | http://www.almasaraloula.tv/images/sys/articles/artema 1
Lal Ay cile Luall 4alad) il.png
Adailas A At cleliall 8 48000 5 jalw https://youtu.be/vwQTSAGAI3c 2
Z\ﬁ)‘}ud\_wujq\c_}m?kls_zjwl
A8eaN 5 jalae (A J Y ey 585 a0 Jagil) https://youtu.be/17TIh2Kp1ul 3
—5-29 A3 sall A8 5 jalue ) (3) ) alanzai) https://youtu.be/ZfQlPVkedAo 4
2012
430 5 jalaall ALalSH 4y pamall e Jiany 3) g2l https://youtu.be/OxdmKNmw17g 5
al i aleliall
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