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1. Summary

Iraq’s second Validation commenced on 26 April 2019. The EITI International Secretariat has assessed the

progress made in addressing the 22 corrective actions established by the EITI Board following Iraq’s first

Validation in 2017.1 The 22 corrective actions relate to:

Government engagement (Requirement 1.1)
Industry engagement (Requirement 1.2)

MSG oversight (Requirement 1.4)

Workplan (Requirement 1.5)

Legal framework and fiscal regime (Requirement 2.1)
License allocations (Requirement 2.2)

o Uk wWwNE

1 https://eiti.org/validation/irag/2017
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7. Llicense registers (Requirement 2.3)

8. Contract disclosure (Requirement 2.4)

9. State participation (Requirement 2.6)

10. Production data (Requirement 3.2)

11. Comprehensiveness (Requirement 4.1)

12. Transactions related to state-owned enterprises (Requirement 4.5)
13. Direct subnational payments (Requirement 4.6)

14. Level of disaggregation (Requirement 4.7)

15. Data quality (Requirement 4.9)

16. Distribution of extractive industry revenues (Requirement 5.1)

17. Subnational transfers (Requirement 5.2)

18. Social expenditures (Requirement 6.1)

19. Economic contribution (Requirement 6.3)

20. Public debate (Requirement 7.1)

21. Discrepancies and recommendations from EITI Reports (Requirement 7.3)
22. Outcomes and impact of EITI implementation (Requirement 7.4).

The Secretariat’s assessment is that Iraq has fully addressed ten of the 22 corrective actions, having
made “satisfactory progress” on the corresponding requirements, and has made “meaningful progress”
with considerable improvements in addressing the other 12 corrective actions. The draft assessment
was sent to the Iraqi Stakeholders Council (MSG) in English on 23 May 2019 and was shared in Arabic on
11 June 2019. Following comments from the MSG received on 10 July 2019, the assessment was finalised
for consideration by the EITI Board.

2. Background

Iraq was admitted as an EITlI implementing country in January 2010 and was designated as compliant with
the EITI Rules in December 2012. The first Validation of Iraq against the EITI Standard commenced on 1
January 2017. On 26 October 2017, the EITI Board found that Iraq had made inadequate progress overall
in implementing the 2016 EITI Standard.? Twenty-two corrective actions were identified by the Board,
pertaining to the following requirements: government engagement (#1.1), industry engagement (#1.2),
MSG oversight (#1.4), workplan (#1.5), legal framework and fiscal regime (#2.1), license allocations (#2.2),
license registers (#2.3), contract disclosure (#2.4), state participation (#2.6), production data (#3.2),
comprehensiveness (#4.1), transactions related to state-owned enterprises (#4.5), direct subnational
payments (#4.6), level of disaggregation (#4.7), data quality (#4.9), distribution of extractive industry
revenues (#5.1), subnational transfers (#5.2), social expenditures (#6.1), public debate (#7.1),
discrepancies and recommendations from EITI Reports (#7.3), outcomes and impact of EITI
implementation (#7.4).

Iraq has undertaken a number of activities to address the corrective actions:

2 Validation of Iraq 2017 — Documentation, accessed here in March 2019.
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e The lraq EITI MSG held 11 meetings in 2018, on 29 January, 7 March, 7 May, 4 June, 2 July, 7
August, 3 September, 8 October, 15 November, 11 December and 20 December.3

e On 7 January 2018, the MSG established a committee to engage with the Kurdistan Regional
Government. An official letter proposing an EITI visit to Iraqi Kurdistan was sent on 26 February
2018, with no response.*

e On 13 March 2018, Iraq EITI held a workshop in Basra on crude oil marketing and EITI
implementation for government entities, state-owned enterprises (SOEs) and civil society.”

e On 28 March 2018, Iraq EITI held a capacity-building workshop for civil society on use of EITI
data.®

e On1April 2018, Iraq EITI held a workshop for government entities on systematic disclosures of
EITI data at the Ministry of Oil.’

e On 4 June 2018, the civil society constituency held a workshop at the Cultural Centre in Baghdad
to clarify MSG member nominations procedures and proceed with the election of new CSO MSG
members to the MSG. The MSG had previously established a committee to oversee civil society
MSG member nominations, on 7 May 2018.%

e On 1-3 July 2018, the MSG held a capacity-building workshop in Dubai for its MSG members to
discuss progress on corrective actions from Validation and strengthening capacities for effective
oversight of EITI implementation.’

e Ernst & Young (EY) was selected as the IA for the 2016 and 2017 EITI Reports based on a
government procurement process overseen by the MSG in line with the World Bank’s cost- and
quality-based procedures (QCBS), with the contract signed on 16 July 2018.%°

e The MSG updated and published its 2018-2019 Iraq EITI work plan in September 2018.!

e The MSG approved and published a study on the legal framework for the mining, oil and gas
sectors in September 2018.1?

e 0On 1-2 October 2018, the MSG held a workshop on corrective actions from the first Validation,
supported by the EITI International Secretariat.

e |raq EITI National Coordinator Alaa Mohie El-Deen met with Deputy Prime Minister and the
Minister of Oil Thamer Al-Ghadhban on 13 December 2018.33

e The MSG approved and published the 2016 IEITI Report on 28 December 2018.%*

e On 4 December 2018, the Iraq EITI website published a link to a Ministry of Oil webpage with
information on the process for awarding Technical Service Contracts (TSCs) through licensing
round, including bid criteria.’®

3lraq EITI (January 2019), 2018 EITI annual progress report, accessed here in March 2019, pp.37-42.

4 Ibid, p.8.

S Ibid, p.5.

8 Ibid, p.4.

7 Ibid, p.12.

8 Ibid, p.7.

9 Ibid, p.5.

10 1pid, p.10.

1 raq EITI (September 2018), 2018-2019 Iraq EITI work plan, accessed here in March 2019.

12 Iraq EITI (September 2018), ‘Study of the legal framework governing the mining, oil and gas sectors’, accessed here in April 2019.
13 Iraq EITI (December 2018), Irag's representative to EITI meets Minister of Qil’, accessed here in March 2019.

1 Iraq EITI (December 2018), 2016 IEITI Report, accessed here in March 2019.

15 Iraq EITI website, License rounds contracts outlines which are published by us and obtained from Petroleum Contracts and License Directorate’,
accessed here in March 2019.
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e |rag submitted a request to the EITI Board for adapted implementation related to reporting in
Iraqi Kurdistan for its 2016-2018 EITI Reports on 18 December 2018, having discussed the draft
request since September 2018.1¢

e Deputy Prime Minister and the Minister of Oil Thamer Al-Ghadhban called for Iraq EITI to monitor
all of SOMOQ’s monthly oil-pricing meetings during his tenure on 26 December 2018."’

e The MSG approved and published Iraq’s 2018 annual progress report (APR) in January 2019.18

e The 2016 EITI Report was formally launched at a press conference chaired by Deputy Prime
Minister and Minister of Qil Thamir Al-Ghadhban on 5 February 2019.

e 0On 13-16 March 2019, Iraq EITI led by National Coordinator Alaa Mohie El-Deen held a capacity-
building workshop with 17 journalists and CSOs on EITl related issues.’

e On 18 March 2019, the secretariat of the Council of Ministers issued a Diwani (Order) assigning
Deputy Prime Minister and Minister of Oil Thamer Al-Ghadhban as chair of the Iraq EITI MSG and
reassigning Alaa Mohie El-Deen as Executive Manager.?®

e On 25 March 2019, Deputy Prime Minister and Minister of Oil Thamer Al-Ghadban chaired a
symposium of representatives of International Oil Companies (I0Cs), National Oil Companies
(NOCs) to discuss key issues of EITI implementation such as systematic disclosures and contract
disclosure.?

e The Board approved Iraqg’s request for adapted implementation for its 2016-2018 EITI Reports in
relation to coverage of Iraqgi Kurdistan on 15 April 2019.%2

e The MSG approved and published an addendum to the 2016 EITI Report on 20 April 2019.%

e |n April 2019, following direction from the MSG at its 8 April 2019 meeting, all 17 oil and gas SOEs

)24

published their financial statements for 2016 (and in some cases subsequent years)** and their

statements and certificates of establishment.?®

1 raq EITI (September 2018), ‘Meeting of the Board of Trustees of the Extractive Industries Transparency Initiative (EITI)’, accessed here in April
2019.

7 Iraq EITI (December 2018), ‘Deputy Prime Minister calls for Iraqi EITI to attend SOMO oil pricing meetings’, accessed here in March 2019.

18 Iraq EITI (January 2019), 2018 EITI annual progress report, op.cit..

1% Iraq EITI (March 2019), ‘Towards Governance of the Oil Sector, Iragi Transperency Initiative Organizes an Interactive Media Course’, accessed
here in March 2019.

20 Jraqg EITI (March 2019), ‘The Secretariat of the Council of Ministers assigns Thamer Al-Ghadhban as president of the Transparency Initiative Board
and Alaa Mohie Al-Deen as Executive Manager’, accessed here in March 2019.

2Hraq EITI (March 2019), ‘Al-Ghadhban: Iraq supports EITI and work with the I0Cs to adopt its global standard We adopt systematic disclosure and
will soon announce the government's policy on contracts transparency’, accessed here in March 2019.

22 EITI (April 2019), ‘The Board approved Iraq's request for adapted implementation’, accessed here in April 2019.

23|raq EITI (April 2019), ‘Addendum to the 2016 IEITI Report’, accessed here in April 2019.

24 Basra Qil Company’s unaudited financial statements for 2016 here, 2017 here and 2018 here; Iraq Drilling Company’s unaudited financial
statements for 2016 here; Midland Oil Company’s unaudited financial statements for 2016 here and 2016 audit opinion here; Missan Oil
Company’s unaudited financial statements for 2016 here and here; North Oil Company’s audited financial statements for 2016 here and for 2017
here; Iraq Oil Exploration Company’s unaudited financial statements for 2016 here, 2017 here and 2018 here; Thi Qar Oil Company’s unaudited
financial statements for 2018 here; State Oil Marketing Company’s (SOMO) unaudited financial statements for 2016 here, 2017 here and 2018
here; North Gas Company’s audited financial statements for 2016 here and (unaudited) for 2017 here and 2018 here; South Gas Company’s
unaudited financial statements for 2016 here; North Refinery Company’s unaudited financial statements for 2016, 2017 and 2018 here; Midland
Refinery Company’s unaudited financial statements for 2016 here, 2017 here and 2018 here; South Refinery Company’s unaudited financial
statements for 2016 here and 2017 here.

2> Basra QOil Company’s certificate of incorporation here; Iraq Drilling Company’s statement of constitution here; Midland Oil Company’s statement
and certificate of establishment here and here; Missan Oil Company’s certificate of establishment here; North Oil Company’s certificate from
corporate register here and statement of establishment here; Iraq Oil Exploration Company’s certificate of establishment here; Thi Qar Oil
Company [certificate of incorporation here; State Oil Marketing Company (SOMO)’s certificate of incorporation here; North Gas Company’s
statement and certificate of incorporation here; South Gas Company’s statement and certificate of incorporation here; North Refinery Company’s
certificate of establishment here and here; and Midland Refinery Company’s certificate of establishment here.
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The following section addresses progress on each of the corrective actions. The assessment is limited to
the corrective actions established by the Board and the associated requirements in the EITI Standard. The
assessment follows the guidance outlined in the Validation Guide.?® In the course of undertaking this
assessment, the International Secretariat has also considered whether there is a need to review
additional requirements, i.e. those assessed as “satisfactory progress” or “beyond” in the 2016 Validation.
While these requirements have not been comprehensively assessed, in the Secretariat’s view there is no
evidence to suggest progress has fallen below the required standard and no additional issues that warrant
consideration by the EITI Board.

1. Review of corrective actions

As set out in the Board decision on Iraq’s first Validation, the EITI Board agreed 22 corrective actions.?’
The Secretariat’s assessment below considers whether the corrective actions have been sufficiently
addressed. The assessments are based on the Iraq EITI 2018-2019 work plan, the 2016 EITI Report, the
2017 and 2018 APRs and minutes of the MSG meetings from October 2017 to April 2019, alongside
various documents submitted by the national secretariat to the International Secretariat, e-mail
correspondence, and stakeholder consultations (in-person and via teleconference). The International
Secretariat undertook a stakeholder consultations and pre-Validation mission to Baghdad on 6-10 April
2019, following up from previous implementation support missions in February and October 2018.

The Iraq EITI MSG approved and published a study on the legal framework for the mining, oil and gas
sectors in September 201828 and the 2016 IEITI Report in December 2018. On 15 April 2019, the Board
granted Iraq’s adapted implementation request related to Iraqi Kurdistan for the 2016-2018 EITI Reports.
The Board agreed that, where comprehensive information was not obtained from companies and
government entities in the Iraqgi Kurdistan region, the MSG was expected to reference other publicly
available sources of information. The Board confirmed that it was a requirement that there continued to
be full unilateral disclosure of any revenues received by the Federal Government of Irag from companies
and government agencies in the Iragi Kurdistan region. The Board required that EITI Reports should
include an assessment of the comprehensiveness of this information, highlighting any gaps in the
information available.?® The MSG approved and published an addendum to the 2016 EITI Report in April
2019. References to ‘Federal Iraq’ are to the territory administered by the Federal Government of Iraq
directly, excluding areas of Iraq controlled by the Kurdistan Regional Government (KRG).

3.1 Corrective action 1 - Government engagement (#1.1)

In accordance with Requirement 1.1, the government should demonstrate that it is fully, actively and
effectively engaged in the EITI process. The government should demonstrate its commitment to the EITI
by appointing a government lead to chair the process and ensure that senior government officials are
represented and engaged in the multi-stakeholder group. The government should also ensure that links
are made between Iraqg’s EITI’s objectives and ongoing work within their respective agencies. In
accordance with Requirement 8.3.c.i, the government is required to develop and disclose an action plan
for addressing the deficiencies in government engagement documented in the initial assessment and
Validator’s report within three months of the Board’s decision, i.e. by 26 January 2018.

26 EITI Validation, Guide, available here.

27 Validation of Irag 2017 — Documentation, accessed here in March 2019.

28 Jraq EITI (September 2018), ‘Study of the legal framework governing the mining, oil and gas sectors’, op.cit..
22 EITI (April 2019), ‘The Board approved Iraq's request for adapted implementation’, op.cit..
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Findings from the first Validation

The first Validation concluded that Iraq had made inadequate progress in meeting this requirement. The
extent of senior government officials’ support for the EITl appeared to have slowed markedly after Iraq
was accepted as an EITI compliant country in 2012. While the National Coordinator Alaa Mohie El-Deen
had consistently made public statements of support for EITI and was a senior government official in his
position as the Ministry of Electricity’s Inspector General, his dual function as National Coordinator was
considered to create some confusion in responsibilities (see Requirement 1.4). With few exceptions, the
EITI Chair Dr. Mehdi Al Alag had not taken an effective government leadership role in the EITl in Iraq.
Demonstrations of government engagement in the EITI were limited to government representatives’
semi-regular participation in the MSG and participation in EITI data collection upon request. As the
Secretary General of the Council of Ministers, Dr. Al Alaq was reportedly too busy to engage actively with
the EITI process. The MSG and national secretariat had sought to compensate through personal relations
with influential individuals within and outside the government, however high-level participation by or
engagement with the Ministry of Oil was all but non-existent.

Progress since Validation

The period since the EITI Board’s decision on Iraq’s first Validation in October 2017 witnessed important
political developments. These changes had a significant effect on the context in which EITI
implementation takes place in Iraq, developments IEITI has sought to leverage. Following a referendum
on independence in Iraqi Kurdistan on 25 September 2017, in which 92% of Kurds voted in favour®, Iraqi
federal military forces took control of key contested areas including the northern city of Kirkuk.3! By the
end of October 2017, Kurdistan Regional Government (KRG) President Masoud Barzani resigned.3? As
conflictin Iraq’s north subsided in late 2017, preparations began for parliamentary elections in May
2018.2% Final election results released in August 2018.3* Following two months of political negotiations, a
new government led by Prime Minister Adel Abdul Mahdi took office on 25 October 2018.%

Action plan: On 14 December 2017, the MSG established a committee that included government
representatives to oversee implementation of corrective actions from Iraq’s first Validation, enshrined in
Decree 40397.36 The MSG discussed the need for the government to agree a time-bound action plan to
address findings of the first Validation at its 29 January 2018 meeting, including resolving weaknesses in
the constituency’s engagement.’’ On 1 February 2018, Minister of Oil Jabar Ali al-Luaibi approved the
adoption of the government constituency’s action plan on transitioning to systematic disclosures of EITI
data in Executive Order 52. % While not published on the IEITI website, a copy of the action plan and
Executive Order 52 was provided to the International Secretariat and stakeholders confirmed that these
were publicly-accessible given that they are official government documents.

30The New York Times (October 2018), ‘Update: Kurdistan and the Battle Over Oil’, accessed here in April 2019.

31 The Washington Institute (November 2018), ‘The Kurdish Referendum and Kirkuk: Lessons for U.S. Policymakers’, accessed here in April 2019.
32 | awfare (October 2018), ‘Iragi Kurds Return to Polls after Independence Referendum, Iranian Missiles Target Syria, Turkey Tries to Mend Ties
with Germany’, accessed here in April 2019.

33 Al Jazeera (May 2018), ‘Iraq elections: All you need to know’, accessed here in April 2019.

34 Reuters (August 2018), ‘Recount shows Iraq's Sadr retains election victory, no major changes’, accessed here in April 2019.

35 Reuters (October 2018), ‘Irag's new PM struggles at first hurdle: forming a government’, accessed here; and Foreign Policy (February 2019), ‘Wil
Irag’s Old Divisions Undermine Its New Prime Minister?’, accessed here in April 2019.

36 jraq EITI (January 2019), 2018 EITI annual progress report, op.cit., pp.18-19.

37 Ibid, p.37.

38 |bid, pp.18-19.
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Public statement: While there is no evidence of public statements of support for EITI implementation
from high-level political figures in Iraq in the October 2017-October 2018 period, there have been
numerous and at least monthly statements of support for EITI from high-level political leaders since
October 2018. Deputy Prime Minister and Minister of Oil Al-Ghadhban has reiterated the government’s
commitment to EITI in public on several occasions since his appointment, including in calling on Iraq EITI’s
oversight of SOMO’s crude oil pricing meetings in December 2018.3° At the official launch of the 2016 EITI
Report on 26 December 2018, Deputy Prime Minister Al-Ghadhban highlighted the EITI’s role in the
Ministry of Oil’s plans to disclosure accurate information on the oil and gas sector.*® Iraq’s 2018-2022
National Development Plan also explicitly refers to the IEITI MSG as an actor providing evidence on which
the government can base its policy-making.**

Senior lead: Secretary General of the Council of Ministers Dr Mehdi Al Alaq formally remained the MSG
Chair until March 2019. There is no indication that either the MSG Chair, Secretary General of the Council
of Ministers Dr Mehdi Al Alaq, or the Minister of Oil Jabar Ali al-Luaibi attended any EITI event, including
MSG meetings, until the inauguration of a new government in October 2018. The appointment of Thamer
Al-Ghadhban as Deputy Prime Minister for Energy Affairs and Minister of Oil in October 2018 led to a net
improvement in high-level political engagement in EITlI implementation. In early March 2019, the General
Secretariat of the Council of Ministers issued a decree appointing Deputy Prime Minister for Energy
Affairs and Minister of Qil Al-Ghadhban as MSG Chair, replacing Dr Al Alag, and renewing the mandate of
Alaa Mohie El-Deen as IEITI National Coordinator.*? However, there is evidence that Deputy Prime
Minister and Minister of Oil Al-Ghadhban met with Iraq EITI representatives over a dozen times in the
October 2018-April 2019 period, including a first meeting with Iraq EITI National Coordinator Alaa Mohie
El-Deen in December 2018.*® There is evidence that MSG Chair Al-Ghadhban has taken several actions to
overcome challenges to EITlI implementation, including hosting a meeting of international oil companies
(10Cs) and national oil companies (NOCs) in March 2019 to discuss ways of improving the industry
constituency’s engagement in all aspects of EITI implementation.*

Active engagement: Amidst the political developments of the 2017-2018 period, government
representatives on the Iraq EITI MSG continued to attend MSG meetings based on a review of MSG
meeting minutes.* Attendance of the formal MSG members was often delegated to proxies, whose
meeting attendance were relatively consistent. The basis for selection of proxies to attend MSG meetings

was often unclear. The government constituency renewed its membership on the Irag EITI MSG in March
2019, appointing representatives at the Director General level from the Ministry of Qil, the Ministry of
Industry and Minerals, the Ministry of Finance, the Ministry of Planning, the Federal Board of Supreme
Audit and the Kurdistan Regional Government.*® There is evidence that government representatives have

3% Rebuilding Irag (December 2018), ‘Deputy Prime Minister for Energy Affairs and Minister of Oil announces Irag's full compliance with the EITI
standards’, accessed here in April 2019.

40 jraq EITI (December 2018), ‘The initiative announces the release of its new report at a press conference on Wednesday 26 December 2018’,
accessed here; and Iraq EITI (December 2018), ‘Supporting the Transparency Initiative for Extractive Industries in Iraqg’, accessed here; in April 2019.
41 Ministry of Planning (June 2018), ‘National Development Plan 2018-2022’, accessed here in April 2019, p.39.

42 raq EITI (March 2019), ‘The Secretariat of the Council of Ministers is entrusted with Thamer Al Ghadhban, the Chairman of the Transparency
Initiative Board and Alaa Mohieddin as its Executive Director’, accessed here in April 2019.

43raq EITI (December 2018), ‘Irag's representative in the Transparency Initiative meets the Minister of Qil’, accessed here in April 2019.

44 raq EITI (March 2019), ‘Al-Ghadhban: Iraq supports EITI and work with the I0Cs to adopt its global standard We adopt systematic disclosure and
will soon announce the government's policy on contracts transparency’, op.cit..

4> See Iraq EITI website, ‘Minutes of MSG meetings’ section, accessed here in April 2019.

46 Jraq EITI (March 2019), ‘The Secretariat of the Council of Ministers is entrusted with Thamer Al Ghadhban, the Chairman of the Transparency
Initiative Board and Alaa Mohieddin as its Executive Director’, op.cit..
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engaged in dissemination and outreach activities, including the launch of the 2016 EITI Report and the
capacity-building workshop for media in March 2019 (see Requirement 7.1).

In April 2019, the Ministry of Oil formalised and published the government’s policy on disclosure of oil
and gas contracts on the Ministry of Oil website.*” The government has taken steps to embed provisions
of the EITI Standard in national legislation, even if Draft Law 39321 on the Committee on Transparency in
Extractive Industries was only approved by the Secretariat Council of Ministers of the State Council on 4
December 2017 but not yet enacted by Parliament at the commencement of the second Validation (24
April 2019).8 The government has also enacted regulations to restructure the MSG, such as Executive
Order 135 of 21 December 2017 (see Requirement 1.4).%°

There is evidence that the government has followed up with material companies and government entities
to facilitate data collection for the 2016 and 2017 EITI Reports, as evidenced by the meeting of I0Cs and
NOCs convened by MSG Chair Al-Ghadhban in late March 2019.%° The Office of Legal Affairs of the
Ministry of Oil has also circulated guidelines for systematic disclosures of EITI data to NOCs in 2018.°! The
government has continued to provide around 40% of the funding for EITI implementation in 2018%2, with
plans for the equivalent financial support for 2019-2020.>3

Secretariat’s Assessment

The International Secretariat is satisfied that the corrective action on government engagement has been
addressed and considers that Irag has made satisfactory progress on Requirement 1.1. There have been
regular, public statements of support from the government and a senior individual has been appointed to
lead on the implementation of the EITI since the inauguration of a new government in October 2018.
Senior government officials are represented on the MSG and appear effectively engaged in all aspects of
EITlI implementation.

To strengthen implementation, Iraqg may wish to ensure that transparency provisions are embedded in
national legislation related to the mining, oil and gas sectors. Iraq is encouraged to ensure that the
operational EITI engagement in all aspects of EITI implementation is consistent across of all relevant
government entities, including within the Ministry of Finance. The government is encouraged to use the
EITI to meet its objectives of transparent management of the extractive industries and as a means of
consulting industry and civil society on key regulatory reforms.

3.2 Corrective action 2 — Industry engagement (#1.2)

In line with Requirement 1.2, the MSG should develop a plan to engage more actively with the industry
constituency, for instance through the Irag Oil Company Forum. To galvanise industry’s attention, the
MSG should ensure extensive consultations with industry are undertaken to ensure EITl implementation
objectives are consistent with priorities of the industry constituency. In accordance with Requirement
8.3.c.i, the company constituency is required to develop and disclose an action plan for addressing the

47 Ministry of Qil (April 2019), ‘Ministry of Oil Policy on Information Dissemination’, accessed here in April 2019.

48 |raq EITI (January 2019), 2018 EITI annual progress report, op.cit., pp.18-19.

49 |bid, pp.21-22.

50 jraq EITI (March 2019), ‘Al-Ghadhban: Iraq supports EITI and work with the I0Cs to adopt its global standard We adopt systematic disclosure and
will soon announce the government's policy on contracts transparency’, op.cit..

51iraq EITI (January 2019), 2018 EITI annual progress report, op.cit., pp.18-19.

521n 2018, the Federal Government of Iraq provided USD 166,924 of a total budget of USD 415,944. See Iraq EITI (January 2019), 2018 EITl annual
progress report, op.cit., p.35.

53 According to the draft 2019-2020 IEITI workplann, unpublished in draft format, provided by the IEITI Secretariat.
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deficiencies in company engagement documented in the initial assessment and Validator’s report within
three months of the Board’s decision, i.e. by 26 January 2018.

Findings from the first Validation

The first Validation concluded that Iraq had made inadequate progress in meeting this requirement. The
industry constituency was understood to cover international oil companies (I0Cs) exclusively, not
including state-owned enterprises (SOEs). Industry engagement was limited to one participant on the
MSG who functioned as a point of contact for the three other nominal representatives of international oil
companies. There were no procedures in place or plans to engage the broader constituency. Industry had
not refreshed its representation on the MSG since their initial appointment in 2010, despite the fact that
two of the three representatives were not replaced upon their rotation out of the country in 2014 and
2015 (see Requirement 1.4). The absence of company engagement did not seem to be the fruit of a
conscientious effort to keep industry from participating and there were efforts to ensure an enabling
environment for company participation. Rather, it appeared that stakeholders had struggled to find a way
to engage industry when EITI work plans had narrowly focused on reporting (see Requirement 1.5) and
the security situation further complicated company participation.

Progress since Validation

There were several developments in Iraq’s oil and gas industry in the 2017-2019 period, which should be
understood as the context for industry’s engagement in EITI implementation. These changes included
Royal Dutch Shell’s relinquishment of its 45% participating interest and operatorship of the Majnoon
oilfield TSC to Basra Oil Company in June 2018>* and the launch of Iraq’s fifth bid round for oil and gas
service contracts in April 2018.°° A strategic review of the outcomes of the fifth bid round was ongoing as
the second Validation commenced.>®

Action plan: The MSG discussed the need for the industry constituency to agree a time-bound action plan
to address findings of the first Validation at its 29 January 2018 meeting.>’ In February 2018, National
Coordinator Alaa Mohie EI-Deen met with the Iraq International Oil Companies Forum in Dubai to discuss
means of enhancing industry’s participation in EITI implementation. In its comments on the draft
assessment, the MSG highlighted that IOC representatives on the MSG consulted their broader
constituency in developing an action plan for addressing weaknesses in their engagement. In April 2019,
the Iraq International Oil Companies Forum submitted a letter to Iraq EITI, published on their website®,
with an overview of the industry constituency’s plan of action for addressing the corrective actions from
Validation and codifying the constituency’s procedures for nominating representatives to the MSG.
Industry stakeholders consulted explained that the April 2019 letter was a response to the MSG’s broader
action plan for addressing corrective actions from Iraq’s first Validation. They noted that further
refinements to the IOCs’ plans would be considered at the June 2019 meeting of the Iraq International Oil
Companies Forum. In its comments on the draft assessment, the MSG noted that delays in agreeing the
industry constituency action plan had not affected the MSG’s broader EITI work plan. While the 10Cs’
April 2019 letter defines industry’s nominations procedures for MSG representatives, it does not define
constituency coordination mechanisms. Rather, it includes pledges to disclose data on production
volumes and values, employment and social expenditures in accordance with the EITI Standard. Upon

54 Reuters (June 2018), ‘Shell hands over Irag's Majnoon oilfield: oil officials’, accessed here in April 2019.

53 |raqg Energy Institute (May 2018), ‘Iraq 5th Bid Round Analysis’, accessed here in April 2019.

56 MEES (April 2019), ‘Iraq Bidding Contracts On Hold As New Oil Team Seeks Reform’, accessed here in April 2019.

57 Ibid, p.37.

8 Jraq EITI (April 2019), ‘A letter from the Global Extractive Companies Forum working in Iraq regarding the companies plan to address the
requirements of the corrective measures to exit the suspension of membership. It also explains the mechanism for selecting their representatives
on the Board of Trustees’, accessed_here in April 2019.
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consultations, secretariat staff provided a copy of the MSG’s action plan for addressing corrective actions
from Validation and the Forum'’s letter to the IEITI in April 2019, noting that these constituted the industry
constituency’s action plan for addressing the corrective action related to Requirement 1.2. The MSG
noted in its comments that it would urge companies to improve and further develop the plan with the
aim of transitioning towards systematic disclosures of EITI data.

Active engagement: The Iraq International Oil Companies Forum, the industry association for foreign-
invested oil and gas companies operating in Iraq, has continued to meet around once a quarter
throughout the 2017-2019 period with ad hoc discussions on EITI, according to industry stakeholders
consulted. While industry representatives attended MSG meetings in 2018, their broader engagement in
EITI implementation has appeared limited to MSG meetings and specific meetings convened by the Iraq
EITI, such as a capacity-building workshop for material companies in the 2016 and 2017 EITI Reports.
From December 2018 onwards however, there is more evidence of industry’s coordination on EITI
implementation, with meetings between 10Cs and the MSG Chair, through meetings of the Iraq
International Oil Companies Forum and via regular correspondence.

The Iraq International Oil Companies Forum leads the industry constituency’s coordination on EITI
engagement. While the Forum only met in Dubai, United Arab Emirates, prior to 2018, industry and
secretariat stakeholders consulted highlighted the Forum’s decision in 2018 to start holding meetings in
Baghdad as an important development that was expected to ensure greater engagement in issues such as
EITI. Industry representatives explained that the Forum’s discussions on the EITI were ad hoc but that the
IOC representatives on the MSG circulated frequent emails to the Forum’s members with updates on EITI-
related issues. While the Forum kept records of their meetings and discussions, these were not publicly
disclosed. In terms of I0Cs’ objectives for EITI implementation, industry representatives consulted
highlighted the desire to demonstrate I0Cs’ compliance with their contractual terms, to increase national
oil and gas production, to develop local capacities and employment, as well as to support the country’s
social development goals. There appear to have been only a few public statements of support for EITI
implementation in Iraq in speeches and corporate communications from IOCs operating in Iraq, aside
from a presentation to an OECD conference by Lukoil in 2018°° and references to EITI in seven 10Cs’
mandatory payments to governments’ reports submitted to European Union jurisdictions.®® However,
letters from the Iraq International Oil Companies Forum to Iraq EITI National Coordinator El-Deen in July
2018 and April 201952 have reiterated the industry constituency’s commitment to EITI implementation
in Iraq.

The industry constituency’s representation on the MSG was renewed in mid-2018. At its 7 August 2018
meeting, the MSG discussed the nominations of substitutes for I0C representatives on the MSG.%
Whereas only one of the three I0C representatives on the MSG, Dr Christos Mylonas of Shell Iraq,

59 Lukoil Oil Company (2018), ‘Lukoil: Trading Iraqgi oil’, accessed here in April 2019.

60 See for instance BP website, ‘Promoting revenue transparency’, accessed here; Royal Dutch Shell website, ‘Payments to governments’, accessed
here; Total website, ‘Reports on payments made to governments’, accessed here; ENI website, ‘Payment transparency’, accessed here; Gazprom
website, ‘Reports 2017’, accessed here; Rosneft website, ‘Reports on payments to governments’, accessed here; and Lukoil website, ‘Payments to
governments and tax’, accessed here in April 2019.

61 iraq International Oil Companies Forum (July 2018), ‘Letter to Iraq EITI National Coordinator Alaa Mohie EI-Deen, Ref: 001/10C/30.07.2018’,
unpublished, provided by the IEITI Secretariat in April 2019.

62 raq EITI (April 2019), ‘A letter from the Global Extractive Companies Forum working in Iraq regarding the companies plan to address the
requirements of the corrective measures to exit the suspension of membership. It also explains the mechanism for selecting their representatives
on the Board of Trustees’, op.cit..

63 |raq EITI (January 2019), 2018 EITI annual progress report, op.cit., pp.39-40.

EITI International Secretariat
Phone: +47 222 00 800 * E-mail: secretariat@eiti.org * Twitter: @EITlorg * www.eiti.org
Address: Radhusgata 26, 0151 Oslo, Norway * P.O. Box: Postboks 340 Sentrum, 0101 Oslo, Norway



12
Second Validation of Iraq - Final assessment by the EITI International Secretariat

attended MSG meetings in the 2014-2017 period®, the renewal of industry’s MSG representation led to
the appointment of three new representatives from BP, Lukoil and Petronas®® with three respective
alternates.®® This renewal was formalised in March 2019 with a decree from the General Secretariat of the
Council of Ministers restructuring the MSG membership.?” A review of MSG meeting minutes indicates
that all industry MSG members or their alternates attended all MSG meetings in 2019.%8 Stakeholders
consulted from government, industry and the IEITI Secretariat considered that the new industry MSG
members made proactive contributions to MSG discussions on the design, implementation and
monitoring of the EITI process. Industry stakeholders consulted highlighted the active participation and
contributions of industry MSG representatives in the development of the IEITI work plan, annual progress
report and scoping decisions. However, several industry representatives consulted described industry’s
engagement in the EITI primarily in terms of providing data for EITI reporting, rather than using the MSG
as a forum for discussing oil and gas issues of relevance to the industry constituency. There is little
evidence of industry’s engagement in dissemination and outreach events related to EITI implementation
in the 2017-2019 period however. Upon consultation, industry stakeholders noted that various I0C Forum
sub-committees worked closely to review and consider IEITI requests for disclosure of information and to
enhance industry practices, but did not highlight industry’s participation in any IEITI dissemination and
outreach activities.

Reporting by I0Cs has generally improved from the 2014 and 2015 EITI Reports to the 2016 EITI Report,
although several 10Cs including TPAO, Totsa Total, Petronas, Dragon Oil and EGPC did not provide all
information required in the reporting templates (see Requirements 4.1 and 4.9). The number of reporting
companies has grown from 64 in 2013-2015 to 73 in 2016, including 45 companies that purchased crude
oil from Iraq in 2016 and 28 10Cs operating under Service Contracts.

There have been a handful of capacity-building workshops and consultation meetings with the industry
constituency in the 2017-2019 period, such as in August 2018 on submitting EITI reporting templates for
the 2016 and 2017 EITI Reports, as well as several meetings on clarifying the responsibilities of
constituencies and supporting industry’s formulation of its objectives for EITI implementation.®®
Stakeholders highlighted the March 2019 meeting of I0Cs and NOCs convened by MSG Chair Al Ghadhban
as a landmark, given that it was the first Ministry of Qil consultations with IOCs on EITI specifically and led
to concrete pledges to improve industry’s disclosures of data required under the EITI Standard. While
arguing that the corrective action related to Requirement 1.2 had been fully addressed, the MSG
considered in its comments that the industry constituency was in the process of ensuring full, active and
effective participation in the EITI process.

Enabling environment: There continues to be an enabling legal environment for EITI implementation in
line with the findings of the first Validation. In April 2019, the government formalised its policy on
contract disclosure in the extractive industries, which included provisions for disclosure of signed
operating contracts upon agreement by both government and companies parties to the contract (see
Requirement 2.4).

64 MSG representatives from ExxonMobil and CNPC had been rotated out of Irag without being replaced.

6> The MSG members nominated by industry in 2018 were Zaid El-Yasiri of BP, Gatti Jubouri of Lukoil and Abdul Malik Jafar of Petronas. Their
alternates were nominated as Mostafa Mohamed Reda of BP, Ghassan Sidawi of Lukoil and Najem al-Tai of Petronas.

%6 |raq EITI (January 2019), 2018 EITI annual progress report, op.cit., pp.19-20.

7 Iraq EITI (March 2019), ‘The Secretariat of the Council of Ministers is entrusted with Thamer Al Ghadhban, the Chairman of the Transparency
Initiative Board and Alaa Mohieddin as its Executive Director’, op.cit..

8 See Iraq EITI website, ‘Minutes of MSG meetings’ section, op.cit..

% raq EITI (August 2018), ‘In coordination with Extractive Industries Transparency Initiative (EY), an interactive training workshop is held with
representatives of the entities exposed to the 2016 and 2017 reports’, accessed here in April 2019. Iraq EITI (January 2019), 2018 EITI annual
progress report, op.cit., pp.19-20.
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Secretariat’s Assessment
The International Secretariat considers that the corrective action on industry engagement has been partly

addressed and considers that Irag has made meaningful progress on Requirement 1.2. Despite missing

the deadline of 26 January 2018 for agreeing a time-bound action plan for addressing weaknesses in their
constituency’s EITI engagement, the industry constituency belatedly agreed and published this action plan
in April 2019 before the commencement of Iraq’s second Validation. The renewal of industry’s MSG
representation in late 2018 brought about a significant improvement in the constituency’s coordination
on EITl issues, including more frequent consultations in person and via email through the Iraq
International Oil Companies Forum. Industry representatives regularly attend MSG meetings, submit data
for EITI reporting and more frequently consult with the broader constituency. However, the industry
constituency’s engagement in EITI implementation appears to remain primarily focused on the provision
of data for EITI reporting. The industry constituency does not yet appear to be fully, actively and
effectively engaged in all aspects of implementation, including on dissemination and outreach.
Nonetheless, the direction of progress is encouraging given I0Cs’ pledges of support for systematic
disclosures of data required under the EITI Standard.

In accordance with Requirement 1.2, the industry constituency should ensure that it is fully, actively and
effectively engaged in all aspects of EITI implementation, beyond submission of data. Industry is
encouraged to refine its constituency action plan to ensure that it provides robust guidelines for
structuring the constituency’s engagement in EITI implementation and to move forward with efforts to
systematically disclose information required under the EITI Standard through their systems.

3.3 Corrective action 3 — Multi-Stakeholder Group oversight (#1.4)

In line with Requirement 1.4, to strengthen implementation, the MSG should update its internal
governance rules to cover all provisions of Requirement 1.4, develop a language policy that is conducive
to achieving the goals of implementation in Iraq and publish procedures for nominating and changing
MSG representatives, including the duration of mandates. The MSG should revisit its internal decision-
making procedures to ensure statutory MSG rules are in line with current practice and treat each of the
constituencies as equal. The MSG should also clarify whether there is a practice of per diems for attending
EITI meetings or other payments to MSG members, consider keeping public attendance records and
consider posting MSG minutes online.

Findings from the first Validation

The first Validation concluded that Iraqg had made inadequate progress towards meeting this requirement.
The statutory rules for the MSG’s structure and membership were not clear and indeed contradictory,
which made it impossible to assess deviations in practice. The nomination processes were independent
and civil society groups were operationally, and in policy terms, independent of government and
companies. The fact that industry had no process in place to renew its MSG membership, last renewed in
2010, was a particular concern. The delay in new elections for civil society MSG members from December
2016 was also a (smaller) concern and implied that two of the constituencies did not have a clear
mandate at the start of Validation. The lack of evident distinction between constituencies, leading to a
lack of clarity on whether there were three or four of them, did not provide for clear constituency
coordination and constructive engagement. The length of MSG members’ tenure, aside from CSOs, was
unclear, with roughly a fifth of members unchanged since 2010. With the MSG’s governance documents
last updated in 2010, there appeared to be widespread concerns amongst stakeholders consulted over an
imbalanced relation between the national secretariat and the MSG that hampered the MSG’s effective
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oversight of EITI reporting. There was also evidence of some coercion being applied to decision-making
and agreement of minutes.

Progress since Validation

The MSG established a committee to oversee implementation of the corrective actions from Iraq’s first
Validation through Decree 40391 of on 14 December 2017.7° The MSG discussed its Terms of Reference
(ToR) at several meetings in 2018, including on 7 May and 4 June.”* The MSG’s revised ToR, agreed at the
MSG’s 4 June 2018 meeting’?, was enacted with General Secretariat of the Council of Ministers
Administrative Order 359 of 15 October 2018.73

MSG composition and membership: The MSG’s December 2010 ToR defined the 14-strong MSG’s
membership.”* The revised October 2018 ToR expanded the MSG’s membership to 21, including three
from government (Ministry of Oil, Ministry of Industry and Minerals, Ministry of Finance), two from
regulatory bodies (the Federal Board of Supreme Audit (FBSA) and the Integrity Commission), three from
I0Cs, three from NOCs, four from CSOs, two from trade unions, one from academia and one from non-

governmental organisations representing the private sector, alongside a Chair and a Vice-Chair. The new
ToR require the three representatives from government to be of the Director General rank and for the
MSG Chair to hold a ministerial rank. It also introduces provisions allocating one of the four CSO MSG
seats to civil society in Iraqi Kurdistan and one to a women'’s civil society organisation. This new statutory
composition is in line with the actual practice of MSG meeting attendance in the 2015-2017 period. There
are slight discrepancies between provisions related to representation from the KRG between Decree 12-
2010 that established the MSG and the new MSG ToR. While the former requires that a representative
from the Kurdistan Regional Government be appointed as a MSG member, the ToR also requires that a
civil society representative from Iragi Kurdistan be appointed to the MSG. This assessment is based on the
MSG composition described in the MSG’s 2018 ToR.

The 2018 APR confirms the MSG’s membership, with some deviations from the October 2018 ToR.”®
However, the IEITI website provides different details of the MSG’s membership as of April 2019, including
representatives from four ministries (Ministry of Finance, Ministry of Oil, Ministry of Planning and
Ministry of Industry and Minerals), one representative from a regulatory body (the FBSA), four NOCs
(Basra Qil Company, Midland Oil Company, North Qil Company and SOMO), three I0Cs (BP, Lukoil and
Petronas), seven CSOs (including from one women’s association) and one trade union (lragi Union of
Accountants and Auditors).”® This renewal was formalised in March 2019 with a decree from the General
Secretariat of the Council of Ministers restructuring the MSG membership, which codified six seats for
government (the four ministries, the FBSA and the KRG).”’

While the MSG ToR does not define the procedures for nominating MSG members other than those from
civil society (see below), it includes provisions requiring MSG members to be familiar with Iraq EITl and its

7% raq EITI (January 2019), 2018 EITI annual progress report, op.cit., pp.18-19.

71 Ibid, pp.38-39.

72 |bid, pp.18-19.

73raq EITI (October 2018), ‘Rules of procedure’, accessed here in April 2019.

74 The MSG included: three representatives from government (Ministry of Qil, Ministry of Industry and Minerals, Ministry of Finance), three from
regulatory bodies (House of Representatives, the Federal Board of Supreme Audit (FBSA) and the Integrity Commission), three from 10Cs, three
from CSOs and three from trade unions (Iraqi Accountants and Auditors Association, Iraqi Bar Association and Iragi Journalists Syndicate),
alongside a Chair and Vice Chair.

7> Including the Minister of Oil as MSG Chair, the IEITI National Coordinator as Vice-Chair, government representatives from the three ministries,
four national oil companies (Basra Oil Company, Midland Oil Company, North Oil Company and SOMO), three IOCs (BP, Lukoil and Petronas), three
CSOs, one representative of a non-governmental organisation representing the private sector, and one trade union (the Association of Accountants
and Auditors). Iraq EITI (January 2019), 2018 EITI annual progress report, op.cit., p.36.

7% raq EITI website, ‘Multi-Stakeholder Group’ section, accessed here in April 2019.

77 Iraq EITI (March 2019), ‘The Secretariat of the Council of Ministers is entrusted with Thamer Al Ghadhban, the Chairman of the Transparency
Initiative Board and Alaa Mohieddin as its Executive Director’, op.cit..
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activities. The October 2018 MSG ToR sets MSG members’ terms at two years renewable. It is implied that
the renewal of MSG membership is required to follow the same procedures as for their original
appointment. In practice, MSG membership appears to be representative of the diversity of civil society
organisations, industry and relevant government entities in Iraqg, with the notable exception of
representation for companies in the solid minerals sector. However, the lack of representation for CSOs
from Kurdistan and the KRG at the commencement of Iraq’s second Validation represent a deviation from
the MSG’s ToR in practice.

Civil society representation: The October 2018 MSG ToR requires the MSG to form a committee to
oversee the nomination of the four CSO representatives on the MSG. The ToR defines membership of this
committee as including an IEITI Secretariat staff as committee chair, a representative of the Iraqi Alliance
for Transparency in Extractive Industries (IATEI), a representative from the lawyers’ trade union and two
neutral representatives from outside the IEITI. The MSG ToR sets three key criteria for CSOs’ candidature
to MSG membership:due legal registration, knowledge of the IEITI and a proven track record of
participating in EITI-related capacity-building activities and in media engagement on extractives issues.
The MSG ToR also defines the procedure for holding the civil society elections, including publication of the
call for nominations in a Baghdad-based Arabic-language newspaper and a Kurdistan-based Kurdish-
language newspaper, a period of seven days to submit applications and pre-selection of qualified
applicants by the MSG’s dedicated committee and modalities of the election. The MSG ToR also defines
the procedures for the MSG selecting the MSG representatives from two trade unions and from one non-
governmental organisation representing the private sector. For the two trade unions, the ToR allow the
MSG to select two relevant trade unions, which are then requested to select a representative to the MSG.
For the private-sector NGO representative, the ToR require relevant NGOs to submit a list of organisations
to the MSG, which subsequently selects a relevant private-sector NGO to nominate a representative to
the MSG. Stakeholders consulted considered that the civil society constituency included both four CSOs
and representatives from trade unions, academia and private-sector associations.

The IATEI continues to act as the key coordination forum for civil society’s engagement in EITI
implementation and is the body that organises civil society elections for MSG representatives. The IATEI
revised its internal procedure rules in 2018, following a month of consultations. The reforms included
modifications to the alliance’s mission statement and objectives, and provisions allowing members of the
coalition to hold the IATEI Coordinator and Board of Directors accountable.”®

The MSG established a committee to oversee the civil society MSG member nominations at its 7 May
2018 meeting.”® On 4 June 2018, the civil society constituency held a workshop at the Cultural Centre in
Baghdad to clarify MSG member nominations procedures and proceed with the election of new CSO MSG
members.8 On 6 August 2018, the call for candidatures was published in the Arabic-language newspaper
Al-Sabah and the Kurdish-language newspaper Rudaw.®! It included the requirements codified in the
MSG’s October 2018 ToR.22 The MSG’s committee to oversee CSO nominations convened in August 2018

78 As well as a new member evaluation methodology, requirements for coalition members to disclose any conflict of interest, a ban on the IATEI
Coordinator serving on the MSG to preserve his independence, improved regional representation within the Board of Directors, and new
mechanisms for electronic meetings and elections. Madjid Abu Kalal, General Coordinator IATEI (April 2019), WhatsApp message, unpublished,
provided to the International Secretariat.

72 Iraq EITI (January 2019), 2018 EITI annual progress report, op.cit., p.38.

80 Ipid, p.7; and Iraq EITI (June 2018), ‘Dialogue seminar with civil society organizations’, accessed here in April 2019.

81 |raq EITI (August 2018), ‘Elections of representatives of civil society for the membership of the Board of Trustees’, accessed here in April 2019.
82 |raq EITI (August 2018), ‘General invitation to all civil society organizations working in Baghdad and the provinces and the Kurdistan region of
Iraq’, accessed here in April 2019.
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to approve the names of civil society candidates for the elections to the MSG.2 The elections of civil

society representatives to the MSG were held on 15 September 2018. 3 Media coverage and stakeholder

consultations confirmed that the elections of CSOs to the MSG were held in a free, fair and transparent
85

way.

The process for electing a CSO from Iragi Kurdistan to the MSG was not successful however. Following
similar procedures as for the elections in Baghdad in September 2018, civil society attempted to hold
elections to the MSG in Erbil on 22 September 2018.26 However, the voting process could not be
completed given disagreements between stakeholders. Stakeholders consulted explained that a new
attempt at elections in the region was planned for 2019. At its 8 October 2018 meeting, the MSG
approved the results of civil society’s election for MSG members from all provinces aside from Iraqi
Kurdistan.®’

Industry representation: In April 2019, the Iraq International Oil Companies Forum submitted a letter to
Iraq EITI, published on their website®, with an overview of the industry constituency’s plan of action for
addressing the corrective actions from Validation and codified the constituency’s procedures for
nominating representatives to the MSG (see Requirement 1.2). The IOC Forum had previously shared
drafts of its action plan via email with the IEITI Secretariat and International Secretariat in July 2018. The
procedures require that MSG nominations take place every two years, with I0Cs submitting nominations
to the Iraqg International Oil Companies Forum in the fourth quarter of the year. The Forum is expected to
subsequently discuss the nominations and agree on three MSG representatives, to be presented to the
MSG for approval. Despite the lack of publicly-accessible evidence on industry nominations to the MSG in
2018, industry stakeholders consulted confirmed that the Iraq International Oil Companies Forum
proceeded with the selection of three MSG members and three alternates in early 2018, in accordance
with the procedures subsequently set out in the I0Cs” March 2019 letter to IEITI. The three new MSG
representatives appointed were selected from BP, Lukoil and Petronas®, with three designated alternates
within the same companies.®® There is no evidence that any I0C was excluded from the process for
nominating industry’s MSG representatives. Industry stakeholders consulted highlighted that the next
renewal of industry representation on the MSG was scheduled to be discussed at the IOC Forum’s June
2019 meeting and confirmed that the next renewal would be undertaken in line with the selection criteria
described in the I0C Forum’s April 2019 letter to IEITI. There is however no evidence of outreach by IOCs
to companies buying Iraqi crude oil, despite their inclusion in the scope of EITI reporting. Industry
stakeholders consulted confirmed that they had not had direct contact with companies buying oil from
Iraq and that outreach to the buying companies was undertaken by SOMO, rather than the industry
constituency.

83 |raq EITI (August 2018), ‘Meeting of the committee supervising the elections of representatives of civil society’, accessed here in April 2019.

84 Jraq EITI (January 2019), 2018 EITI annual progress report, op.cit., pp.20-21.

85 |raq EITI (September 2018), ‘Transparency Initiative organizes elections for civil society representatives in the Stakeholder Council’, accessed here
in April 2019.

86 |raq EITI (January 2019), 2018 EITI annual progress report, op.cit., pp.32-33.

87 Ibid, p.40.

88 Jraq EITI (April 2019), ‘A letter from the Global Extractive Companies Forum working in Iraq regarding the companies plan to address the
requirements of the corrective measures to exit the suspension of membership. It also explains the mechanism for selecting their representatives
on the Board of Trustees’, op.cit..

82 The MSG members nominated by industry in 2018 were Zaid El-Yasiri of BP, Gatti Jubouri of Lukoil and Abdul Malik Jafar of Petronas. Their
alternates were nominated as Mostafa Mohamed Reda of BP, Ghassan Sidawi of Lukoil and Najem al-Tai of Petronas.

%0 |raq EITI (January 2019), 2018 EITI annual progress report, op.cit., pp.19-20.
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National Oil Companies: The 2018 APR confirms that the four NOC representatives described in the MSG’s
2018 ToR have been duly appointed to the MSG.°! While the MSG’s 2018 ToR does not name the three
specific NOCs to be represented on the MSG, stakeholders consulted explained that the MSG had
continued to select the same three NOCs previously represented on the MSG (Basra Oil Company,
Midland Oil Company and North Oil Company), in addition to the State Oil Marketing Company (SOMO),
which is named in the 2010 Decree establishing the MSG. In practice, the Director Generals of each NOC
are nominated to the MSG in line with the MSG’s 2018 ToR.

Government representation: The 2018 APR confirms that the renewal of government MSG members was
completed in December 2018.°2 While the five government MSG members codified in the MSG’s 2018
ToR have been duly appointed, there is no evidence that the sixth government representative named in
the General Secretariat of the Council of Ministers’ March 2019 decree®®, the MSG member representing
the KRG, had yet been appointed as of the commencement of Iraq’s second Validation (24 April 2019),
based consultations and on information in the IEITI website®® and MSG meeting minutes,®> Government
and secretariat stakeholders consulted confirmed that the Minister of the four ministries and the
Chairman of the FBSA had nominated their respective MSG representatives based on the Director General
rank.

Terms of reference: The MSG’s revised ToR, known as the ‘internal rules’, were agreed by the MSG in June
and enacted in Administrative Order 359 in October 2018. While the 2010 and March 2019 Decrees
establishing the MSG provide the legal framework for EITI implementation in Iraq, all stakeholders
consulted confirmed that the MSG’s ‘internal rules’ were considered to be the de facto ToR. They provide
important updates to the MSG’s internal governance and procedures. While removing the 2010 MSG
ToR’s section on the MSG’s mission and objectives, the revised ToR expand on the roles and
responsibilities of MSG members, the MSG’s internal governance and decision-making. The 2018 APR
explicitly states that the revisions to the ToR were to align statutory rules with current practices and
ensure that all constituencies are treated equally.®® In terms of MSG members’ responsibilities, the
revised ToR defines these in accordance with Requirement 1.4.b.ii. It also confirms the MSG’s right to
revise its own ToR, subject to subsequent approval by the General Secretariat of the Council of Ministers.

The MSG has exerted efforts to establish the legal basis for IEITI, agreeing a Draft Law (39321) on the
Committee on Transparency in the Extractive Industries at its 4 December 2017 meeting.’” The draft law
is currently under review by the Council of Ministers, according to secretariat staff consulted.

Internal governance and procedures: The MSG’s October 2018 ToR requires the MSG to hold “periodic”
meetings as required by work needs, with advance notification, as well as “extraordinary” meetings at the
request of the MSG Chair, the Vice-Chair or by written request of at least six MSG members. Meetings are
to be chaired by the MSG Chair, or its Vice-Chair in the Chair’s absence. In practice, review of MSG
meeting minutes indicates that the MSG has met around once a month in the 2017-2019 period, usually
on the first Monday of every month as confirmed by secretariat staff. Consultations with MSG members
indicated that they considered that MSG meetings were announced with sufficient advance notice and

9 Ibid, p.36.

9 |pid, pp.18-19.

93 |raq EITI (March 2019), ‘The Secretariat of the Council of Ministers is entrusted with Thamer Al Ghadhban, the Chairman of the Transparency
Initiative Board and Alaa Mohieddin as its Executive Director’, op.cit..

%4 |raq EITI website, ‘Multi-Stakeholder Group’ section, op.cit..

9 See Iraq EITI website, ‘Minutes of MSG meetings’ section, op.cit..

% |raq EITI (January 2019), 2018 EITI annual progress report, op.cit., pp.21-22.

% IBid, pp.18-19.
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that relevant documents were circulated sufficiently ahead of meetings. At its 15 November 2018
meeting, the MSG discussed options for alternatives for chairing MSG meetings in the absence of the MSG
Chair’s attendance, confirming the Vice-Chair’s responsibilities for chairing MSG meetings in such cases.?®

The MSG adopted the use of Arabic as its language of work at its 17 May 2017 meeting.*® Review of IEITI
documents indicates that while most of the key EITI documents have been elaborated in Arabic since mid-
2017, the ToR for the Independent Administrator are discussed and approved in English.1 Stakeholders
from different constituencies confirmed that the inception report and draft EITI Report were discussed in
both English and Arabic.

Decision-making: The MSG’s revised ToR define quorum as the attendance of at least 51% of MSG
members and at least one representative from each constituency. Stakeholders consulted confirmed that
they considered NOCs to be a separate constituency, implying that attendance from one representative
each from all four constituencies on the MSG (government, industry, NOCs and civil society) was required
in order to achieve quorum. It codifies the MSG’s decision-making procedures as by consensus and, in
cases where consensus is not reached, by decision of the MSG Chair in consultation with MSG members.
The ToR explicitly states that MSG decisions are binding on all MSG members.

Record-keeping: The MSG’s revised ToR requires records to be kept of each MSG meeting, including an
overview of all issues discussed and key decision points. Minutes of MSG meetings are required to be
signed by the MSG Chair and all MSG members. In practice, the minutes of MSG meeting are published on
the Iraq EITI website.®* While certain civil society representatives consulted raised concerns over the lack
of publication of several MSG meeting minutes in late 2018, secretariat staff explained that delay in
publication of these records was due to a backlog of approvals for MSG meeting minutes by the former
MSG Chair Dr Al Alag. The former MSG Chair’s sign-off on the outstanding meeting minutes was secured
in April 2019 and the records were subsequently published on the IEITI website.

Capacity of the MSG: The MSG’s revised ToR include provisions for all MSG members to have adequate
knowledge of the EITI and that MSG members should ensure that necessary resources be available for
EITI implementation, but do not explicitly state that MSG members should have the capacities to carry out
their duties. The 2018-2019 IEITI work plan includes activities related to capacity-building of government
entities and NOCs on systematic disclosures, of government entities and companies on social
expenditures reporting and of government entities on mining data disclosures required under the EITI
Standard.'®? In addition, the ToR for the IA for the 2016 and 2017 EITI Reports include provisions requiring
the IA to provide training for six members of the IEITI secretariat as well a workshop to provide guidance
to material companies on EITI reporting templates.’®® However, one stakeholder consulted expressed
concern that there was little clarity on the purpose of these trainings and little evidence of subsequent
knowledge-transfer to other IEITI stakeholders as a result of the trainings. The IA (EY) held a workshop for
material companies ahead of data collection for the 2016 and 2017 EITI Reports in August 2018.1% On 1-2

% |bid, p.41.

9 |pid, pp.20-21.

100 |raq EITI website, “Terms of Reference for the Independent Administrator’ for 2016 and 2017, accessed here in April 2019.

101 |raq EITI (January 2019), 2018 EITI annual progress report, op.cit., pp.21-22. See Iraq EITI website, Minutes of MSG meetings, op.cit..

102 |raq EITI (2018), ‘Iraq EITI 2018-2019 work plan’, op.cit..

103 |raq EITI website, ‘Terms of Reference for the Independent Administrator’ for 2016 and 2017, op.cit..

104 Jraq EITI (August 2018), ‘In coordination with Extractive Industries Transparency Initiative (EY), an interactive training workshop is held with
representatives of the entities exposed to the 2016 and 2017 reports’, accessed here in April 2019.
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October 2018, the MSG held a capacity-building workshop for MSG members, with support from the EITI
International Secretariat and the World Bank.1%® There were other capacity-building activities in 2018.1°®

Per diems: The 2018 APR and the 2016 EITI Report note the MSG’s decision at its 12 October 2018
meeting to agree a policy of per diems of IQD 500,000 (around USD 420) to each of the three MSG
members elected by the civil society coalition (IATEI) for each MSG meeting, capped at one meeting per
month (p.18).2%7 While this per diem policy was only described in the minutes of the MSG’s 12 October
2015 meeting at the start of Iraq’s second Validation, the IEITI website published the per diem policy as a
standalone document on 8 May 2019, after the commencement of Validation.!% The policy is that three
CSO MSG members are entitled to receive IDQ 500,000 per meeting (capped at one meeting per month)
and that no other member than the three CSOs received these payments.

Attendance: The Iraq EITI MSG held 12 meetings in 2018 and four meetings in the first four months of
2019.11° Review of MSG meeting minutes indicates that a quorum was achieved at all MSG meetings in
the 2017-2019 period. In its comments on the draft assessment, the MSG emphasised the full and free
participation of MSG members in all meetings in the 2017-2019 period. It also noted that the MSG had
adopted more effective communication channels through WhatsApp and email.

National secretariat: The IEITI Secretariat, currently housed at the Ministry of Qil, continues to be led by
National Coordinator and MSG Vice Chair Alaa Mohie El-Deen. The 2018-2019 IEITI workplan includes a
USD 100,000 budget for the secretariat’s operating costs. The secretariat employs six staff.1*! While some
civil society stakeholders not directly represented on the MSG expressed concerns over the work of the
IEITI Secretariat, including non-specific allegations of financial mismanagement, all other stakeholders
consulted expressed confidence in the secretariat’s serving of all constituencies on the MSG fairly and
equally.

Secretariat’s Assessment

The International Secretariat considers that the corrective action on multi-stakeholder group oversight
has been partly addressed and considers that Irag has made meaningful progress on Requirement 1.4.
The MSG has been formed and includes self-appointed representatives from each stakeholder group with
no suggestion of interference or coercion, even if nominations procedures for industry were only
belatedly codified ahead of the second Validation. The mechanism for civil society nominations on the
MSG was open to the public, and CSO members of the MSG are operationally and in policy terms
independent from government and companies. Information on nominations procedures is publicly
available. The ToR for the MSG addresses the requirements of the EITI Standard, although there appear to
be deviations in practice in terms of actual MSG membership for the different constituencies. Meetings

105 |raq EITI (October 2018), “EITI organizes a workshop (Capacity Building for Board Members and Discussion, Direct Disclosure Project)’, accessed
here in April 2019.

106 Other capacity-building activities that were leveraged for outreach purposes included a seminar on corrective actions from Validation in
Baghdad for MSG members and stakeholders from all three constituencies in January 2018, a training workshop for civil society on the
constituency’s monitoring responsibilities in the EITI in Baghdad in February 2018, a workshop on social expenditures and impact in Baghdad in
February 2018, a workshop on SOMOQ's pricing mechanisms for crude oil exports in March 2018, a workshop for I0Cs and NOCs in Basra, Missan
and Thi Qar provinces in Basra in March 2018, a roundtable discussion on petrodollar transfers in Basra in March 2018, a workshop for government
entities on systematic disclosures in April 2018, a workshop on civil society’s internal rules and nominations to the MSG in Baghdad in June 2018,
and a general EITI capacity-building workshop in Dubai in June 2018. See ‘Overview of capacity-building activities’ provided by the IEITI Secretariat,
unpublished.

107 |raq EITI (January 2019), 2018 EITI annual progress report, op.cit., pp.21-22.

108 |raq EITI website, IEITI per diem policy, accessed here in May 2019.

109 MSG meetings were held on 29 January, 7 March, 7 May, 4 June, 2 July, 7 August, 3 September, 8 October, 15 November, 11 December and 20
December 2018. See Iraq EITI (January 2019), 2018 EITI annual progress report, op.cit., pp.37-42.

110 MSG meetings were held on 7 January, 4 February, 4 March and 8 April 2019. See Iraq EITI website, ‘Minutes of MSG meetings’ section, op.cit..
11 raq EITI (January 2019), 2018 EITI annual progress report, op.cit., p.35.
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are convened with sufficient advance warning and MSG members generally appear to have sufficient time
to review documents ahead of meetings. Attendance of the large majority of MSG members is consistent.
The MSG’s per diem policy was publicly codified in MSG meeting minutes at the start of Iraq’s second
Validation, while the IEITI website published the policy as a standalone document two weeks after the
commencement of Validation.

In accordance with Requirement 1.4, Iraq should ensure that any non-trivial deviations from the MSG’s
ToR in practice are adequately codified, including a clear procedure for appointing proxies in the event
that a MSG member is not available.

3.4 Corrective action 4 — Work plan (#1.5)

In line with Requirement 1.5, MSG members should in the future consult with stakeholders from all
constituencies and ensure that national priorities are adequately reflected in the work plan in order to
continue building on the recent efforts to bring the work plan in line with the EITI's requirements.

Findings from the first Validation

The first Validation concluded that Irag had made meaningful progress towards meeting this requirement.
The MSG maintained a current EITI work plan, that was fully costed and aligned with the reporting and
Validation deadlines established by the EITI Board. The 2017-2018 work plan was an important
improvement on previous work plans. It set EITI implementation objectives that were linked to the EITI
principles and to some extent reflected national priorities for the extractive industries. The work plan also
included measurable and time-bound activities, identified domestic and external sources of funding and
was updated regularly. There was a concern however that the work plan did not reflect consultations with
key stakeholders or serve as a tool to support implementation but was instead perceived as a re-
packaging of previous work plans to conform with the requirements of the EITI Standard. Validation
considered it noteworthy that most of the key issues identified by stakeholders as national priorities, or
issues identified through previous reporting exercises as requiring additional attention, were not
addressed by the work plan.

Progress since Validation

The MSG discussed the updating of the Iraq EITI work plan to align it with the priorities of the Ministry of
Oil and the Ministry of Industry and Minerals at its 7 March 2018 meeting.!!? At its 7 May 2018 meeting,
the MSG discussed and approved an IEITI work plan covering the March 2018 — April 2019 period.!'® At
the commencement of Iraq’s second Validation (on 24 April 2019), the MSG had formed a working group
to develop the work plan covering April 2019-May 2020, and discussed a draft of this work plan at its 8
April 2019 meeting. Finalisation of the new work plan was expected to be on the agenda of the MSG’s 6
May 2019 meeting, but was yet to be published on the IEITI website as of 11 July 2019.

Publicly accessible workplan: The 2018-2019 IEITI work plan is accessible on the IEITI website.!**

Secretariat staff explained that the MSG had formed a multi-stakeholder committee to draft the 2018-
2019 IEITI work plan in March 2018. Staff confirmed that the committee had taken into consideration
both national priorities as communicated by the Ministry of Qil as well as priorities of I0Cs, but did not
confirm whether views of the broader civil society constituency had been canvassed in developing the
work plan. Industry stakeholders consulted highlighted the active participation and contributions of

112 Jraq EITI (January 2019), 2018 EITI annual progress report, op.cit., p.38.
113 1Bid, pp.10,11.
114 |raq EITI (2018), ‘Iraq EITI 2018-2019 work plan’, op.cit..
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industry MSG representatives in the development of the IEITI work plan. In its comments on the draft
assessment, the MSG emphasised that the 2019-2020 work plan was the product of extensive
consultations with stakeholders.

Objective for implementation: Four of the five objectives in the 2018-2019 IEITI work plan appear to be
aligned with national priorities, including integrating transparency into the government’s management of
the extractives sector, implementing social expenditure clauses of oil and gas service contracts,
promoting transparency in the award of mining licenses, and promoting transparency and good
governance in the establishment of a national oil company. The 2018 APR confirms that the objectives of
the 2018-2019 IEITI work plan are aligned with national priorities.**®

Measurable and time-bound activities: While most of the activities in the 2018-2019 work plan are time-
bound and measurable, several individual activities under Objectives 2, 3 and 5 do not include any clear
timeframe beyond the general timeframe for completing all activities under the objective. In addition, the
timeframe for completing most activities is set at between nine and 12 months.

Addressing any capacity constraints: The 2018-2019 work plan includes activities related to capacity-
building of government entities and NOCs on systematic disclosures, of government entities and
companies on social expenditures reporting and of government entities on mining data disclosures.
However, the work plan does not include any capacity building activities specifically dedicated to MSG
members.

Scope of EITI reporting: The 2018-2019 work plan includes activities related to transitioning towards
systematic disclosures of EITI data, enhancing transparency in social expenditures and improving
disclosures of mining license allocations.

Legal or requlatory obstacles: While the 2018-2019 work plan does not include activities specifically
related to overcoming legal or regulatory obstacles to EITI implementation, it includes one activity related
to producing a study on the different laws and regulations governing the mining, oil and gas sectors.

Plans for implementing recommendations: All activities under Objectives 1 and 4 of the 2018-2019 work
plan relate to follow-up on corrective actions and recommendations from Validation. However, the work
plan does not include any activities specifically related to follow-up on recommendations from past EITI
Reports.

Costings and funding sources: Around half of activities are clearly costed with indications of the funding
sources. However, the other half of activities do not appear to be costed, although funding required for
these activities appears to be included in the overall costing of the objective under which these activities
fall. While the cost of the 2018-2019 work plan is provided as USD 1.422m, the 2018 APR highlights a
significant shortfall in funding, with only USD 415,944 spent in practice in 2018.1% It also highlights delays
in disbursement of World Bank funding as a key challenge to full implementation of the work plan.!*” In its
comments on the draft assessment, the MSG argued that only a few activities in the work plan did not
include costings, given that they did not require funding for implementation. The MSG also emphasised
that the 2019-2020 work plan included costings and funding sources for each activity.

Secretariat’s Assessment

The International Secretariat considers that the corrective action on the work plan has been partly
addressed and considers that Irag has made meaningful progress on Requirement 1.5. The 2018-2019

115 |raq EITI (January 2019), 2018 EITI annual progress report, op.cit., p.22.
116 Jraq EITI (January 2019), 2018 EITI annual progress report, op.cit., p.35.
117 pid, p.35.
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IEITI work plan is publicly accessible, produced in a timely manner and updated annually, with objectives
aligned with national priorities. However, the degree of consultations with the broader constituencies
represented on the MSG, particularly civil society, is unclear. The work plan also includes specific activities
to follow up on recommendations from Validation, but not from EITI reporting. While around half of the
activities are costed, with sources of funding clearly indicated, the other half are not.

In accordance with Requirement 1.5, Iraq should ensure that the annual IEITI work plan is the product of
consultations with the broader government, industry and civil society constituencies, includes individually
costed activities with clear sources of funding for each, and includes plans for follow-up on
recommendations from Validation and EITI reporting. Iraq may wish to publish more regular updates of its
work plan execution to reflect consistent monitoring of implementation and support Iraq’s efforts to
reach out to prospective donors to support specific activities.

3.5 Corrective action 5 — Legal framework (#2.1)

In line with Requirement 2.1, the MSG should ensure that future IEITI Reports provide descriptions of the
main laws and fiscal terms related to the mining, oil and gas sectors, including an overview of the roles of
the main government entities involved in overseeing the sectors and of recent or ongoing reforms. The
MSG could consider using the IEITI website as a repository of the regularly-updated information on fiscal
terms and the legal environment for the mining, oil and gas industry.

Findings from the first Validation

The first Validation concluded that Iraq had made inadequate progress in meeting this requirement. The
2015 IEITI Report provided a cursory overview of the legal framework for the oil and gas sector (including
the KRG), but no description of the relevant clauses. Fiscal terms were only provided for PSCs in the KRG,
not for TSCs in the rest of Iraq. The degree of fiscal devolution was explained briefly, although the
description was unclear. The relevant government entities were listed but their roles were not described.
It was stated that there were no reforms in the extractive industries in 2015, without justification and
with no discussion about the longstanding attempts at agreeing a hydrocarbon law. In mining, several
laws were listed but not described, the fiscal regime was not described, and the MIM’s role in regulating
the sector was only briefly described.

Progress since Validation

The 2016 EITI Report, published in December 2018, provides an overview of the legal environment and
fiscal regime for the extractive industries. The report confirms that the MSG did not consider any revenue
stream from the mining sector to be material (pp.108-109), based on its materiality threshold for
selecting revenue streams for reconciliation (2% of total revenues). Nonetheless, non-financial
information on the mining sector was included in the report.

Legal framework: In oil and gas, the 2016 EITI Report highlights the lack of standalone oil and gas
legislation in Federal Iraq and provides a cursory description of relevant section of the 2005 Iraqi
Constitution, the 1976 Organization of the Ministry of Oil Law and five other laws!® (pp.21-25). In mining,
the report provides brief descriptions of two laws'!® (pp.25-26). The report also briefly describes the 2009

118 the 1997 Public Companies Law, the 2006 Investment Law, the 2007 Crude Oil Refining Investment Law, the 1982 Income Tax Law, the 2010 Law
of Income Taxation on Foreign Oil Companies Working in Iraq.
119 the 2011 Iraqi Ministry of Industry and Minerals Law, the 1988 Mineral Investment Law.
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Law on the Protection and Improvement of the Environment, and lists seven other laws (pp.25-26). Brief
descriptions of the eight SOEs operating in the mining sector are also provided (pp.36-38). Regarding the
KRG, the report describes provisions of the 2007 Qil and Gas Law of the Kurdistan Region (p.29).

Government agencies’ roles: In oil and gas, the report provides brief descriptions of the two relevant
directorates of the Mo0!?° and of the nine SOEs operating upstream, the five SOEs operating in
transportation, distribution and marketing as well as the three SOEs operating downstream (pp.30-35). In
mining, the report states that the MolM is the sole governing body for the mining sector (pp.22-23), albeit
without describing its key roles and responsibilities. The report also provides a cursory description of the
Energy Committee of the Council of Ministers, which covers both mining and oil and gas (p.23). Regarding
the KRG, the report includes a quote from the KRG’s Ministry of Natural Resources (MNR) website, which
briefly describes the MNR’s roles and responsibilities (p.29). Brief descriptions of the five SOEs in the KRG
are also provided (pp.40-41).

Fiscal regime: In oil and gas, the report provides a brief description of the corporate income tax (CIT) and
withholding tax regimes applicable to oil and gas (pp.27-28), including applicable rates and tax collection
procedures. An overview of the fiscal framework for oil and gas in Federal Iraq is provided, including a
diagram of in-kind and cash flows (pp.43-44). An overview of fiscal terms of oil and gas contracts in
Federal Iraq is provided (pp.62-64). In the KRG, the report provides an overview of fiscal terms of
Production-Sharing Contracts (PSCs) (pp.64-65).

In mining, the report does not explicitly provide an overview of the fiscal regime in the mining sector.
However, the report implies that there are no private companies operating under license in the mining
sector as it states that the only revenues accruing to the government from mining consist of SOE
payments to the state treasury of 45% of their distributable net profits (pp.8,108-109). However, the
report also highlights the lack of response from MolM on fundamental issues such as “details of contracts
signed with the private sector” (p.13), implying a lack of clarity on the fiscal terms applicable in the mining
sector. In consultations, the IA highlighted the lack of clarity on the fiscal terms applicable to private
mining companies given the lack of response from MolM during data collection.

Degree of fiscal devolution: In oil and gas, the report provides an overview of fiscal devolution in its
discussion of the two types of applicable subnational transfers (pp.147-150). In mining, while the report
indicates that the government only collects revenues in the form of SOE payments of 45% of their net
profits to the state treasury (pp.8,108-109), it does not clarify the level of fiscal devolution in the mining
sector.

Reforms: In oil and gas, the report provides an overview of recent and ongoing legal reforms in Federal
Irag (pp.45-46). The report does not describe any recent, ongoing or planned reforms in either mining or
the KRG. There is publicly-available evidence of reforms in the KRG’s oil and gas sector in 2016, including
the introduction of a new payment arrangement for I0Cs enacted in February 2016.12

Iraq published an addendum to its 2016 EITI Report on 20 April 201922, which provided some additional
information on ongoing and planned reforms, consisting of a cursory list of three general ongoing reforms
including amending the National Oil Company Law No.4 of 2018 (p.5).

120 The Petroleum Contracts and Licensing Directorate (PCLD) and the Technical Directorate.
121 |raq Energy Institute (February 2018), ‘A Rocky Road: Kurdish Oil & Independence’, accessed here in January 2019, p.48.
122 |raq EITI (April 2019), ‘Addendum to the 2016 IEITI Report’, op.cit., p.5.
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Secretariat’s Assessment

The International Secretariat is satisfied that the corrective action on the legal framework and fiscal
regime has been addressed and considers that Irag has made satisfactory progress on Requirement 2.1.
The 2016 EITI Report provides a cursory overview of the legal framework for the oil and gas sector
(including the KRG) and of the fiscal terms applicable both in Federal Iraq and in the KRG. The degree of
fiscal devolution as well as the roles and responsibilities of relevant government entities are briefly
described. The report provides an overview of recent and ongoing reforms in Federal Irag. While there
are gaps in the coverage of the mining sector, including a lack of clarity on the fiscal regime for private
companies, the degree of fiscal devolution and ongoing reforms, the International Secretariat’s view is
that these gaps are not significant given the report’s clear statement that government mining revenues
were not deemed material in 2016.

To strengthen implementation, Iraqg may wish to consider bolstering the analysis of the legal environment
and fiscal regime in oil and gas in its EITI reporting, as a means of supporting public debate over proposed
legal and regulatory reforms.

3.6 Corrective action 6 — License allocations (#2.2)

In line with Requirement 2.2, the MSG should ensure that future IEITI Reports clearly define the number
of licenses (including Technical Service Contracts) awarded and transferred in the year(s) under review in
both mining and oil and gas, describe the actual process and highlight any non-trivial deviations in
practice. The MSG should clarify the technical and financial criteria (and their weightings) used for
assessing allocations and transfers of licenses and equity in TSC consortia, both for any discretionary oil
and gas contracts (including in the KRG) and for mining license awards and transfers. The MSG may also
wish to comment on the efficiency of the current contract allocation and transfer system as a means of
clarifying procedures and curbing non-trivial deviations.

Findings from the first Validation

Since no oil and gas licenses changed hands in 2015 and the equity in TSC consortiums remained
unchanged, the first Validation considered that it could have been argued that this requirement was “not
applicable” to the oil and gas sector in Federal Iraq for 2015. A description of the process for transferring
or awarding the licenses was nonetheless required. It was unclear whether any mining license was
allocated or transferred in 2015 and given that Irag had included mining in the scope of its EITI reporting,
it was not possible to say that the requirement was not applicable. In addition, oil and gas PSC allocations
in the KRG were only perfunctorily discussed and it was unclear whether any new oil and gas PSC was
awarded by the KRG in 2015. Furthermore, the 2015 IEITI Report did not describe the statutory
procedures for transferring equity in a TSC, did not describe publicly-available information on the process
of concluding PSCs with the KRG and did not provide an overview of the process for allocating or
transferring licenses in the mining sector. Thus, the first Validation concluded that Iraq had made
inadequate progress towards meeting this requirement.
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Progress since Validation

On 4 December 2018, the Iraq EITI website published a link to a Ministry of Oil webpage with information
on the process for awarding TSCs through licensing round.?® On 5 April, the Iraq EITI website published an
overview of the technical and financial criteria assessed during the first four bid rounds in the period
2009-2012.1%*

Mining: There is no information in the 2016 IEITI Report on mining licenses, nor on mining license awards
or transfers in 2016. The report explains that MolM allocates specific mineral quantities for lifting by
companies in Federal Iraq, who are assigned quarries for specific periods of time (pp.52-53), although it
does not clarify whether any such quarry assignments took place (or were transferred) in 2016. In
consultations, the IA noted that it had requested information on contracts signed with private companies
and on the process for awarding licenses in the mining sector, but that MolM had not responded to these
requests.

However, the addendum to the 2016 EITI Report published on 20 April 2019 provides a description of the
process for MolM contracting public and private companies in the mining sector, through competitive
bidding in line with the 1997 Public Companies Law and the 2011 Ministry of Industry and Minerals
Law.!?® It provides the technical and financial criteria required from companies bidding for public mining
contracts.'?® The addendum does not explicitly provide the license number and identity of companies for
mining contracts awarded and transferred in 2016, although the list of mining projects approved by the
National Investment Authority provides evidence of three mining licenses awarded in 2016.%’
Nonetheless, the MSG did not consider any revenue stream from the mining sector to be material
(pp.108-109) and that no mining company was included in the scope of reporting (p.110). While there is
publicly-available evidence of bidding rounds for mineral blocks having been launched by the KRG in
2016128, these are not described in the report.

Oil and gas: In Federal Irag, all oil and gas oilfields are owned by NOCs. On a number of these oilfields, the
Ministry of Oil, through the NOCs, has concluded TSCs with 10Cs, whereby the licenses are held by NOCs
but production is operated by I0Cs as service providers to the NOCs. On the other oilfields, the NOCs
operate their own production, categorised as "national effort production”. The assessment of this
requirement considers the process for awarding and transferring oilfields to NOCs, the process for
concluding TSCs and transferring participating interests therein.

Awards/transfers: With regards to awards and transfers of oil and gas oilfields in Federal Iraq, the report
lists the oilfields held by each NOC, segregating the fields operated by IOCs through TSCs from fields
operated independently by the NOCs for their “national production” (pp.68-69). For the latter, the report
explains that oil fields are allocated to NOCs “in accordance with each company’s activities as per their
certificates of incorporation, and in accordance with MoO plans” and that none of the oil fields had been
allocated through license round bidding (p.67). The addendum to the 2016 EITI Report explains that the
specific oilfields to be operated by each NOC are declared by Decree of the Ministry of Qil, based on
recommendations made by the Ministry’s Reservoirs and Field Development Directorate and the Legal

123 |raq EITI website, License rounds contracts outlines which are published by us and obtained from Petroleum Contracts and License Directorate’,
op.cit..

124 |raq EITI (April 2019), ‘Technical and Financial criteria - Licensing round allocations and transfers’, accessed here in April 2019.

125 |raq EITI (April 2019), ‘Addendum to the 2016 IEITI Report’, op.cit., pp.9-12.

126 pid, p.10.

127 For the Hilal cement factory, for the Shahi Ziyan cement factory and for the Najaf cement factory. Ibid, pp.13,15.

128 Kurdistan Regional Government, Ministry of Natural Resources (June 2016), ‘Mineral exploration & investment in the Kurdistan region-Iraq:
notice of invitation of expression of interest’, accessed here in January 2019.
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Directorate. The addendum cites Midland Oil Company’s statement that the decisions to allocate fields to
NOCs is published in the official gazette, the date of which is considered the date of effectiveness.? The

2016 addendum and stakeholder consultations confirmed that no oilfield was transferred between NOCs
in 2016.13°

In terms of awards of TCSs in Federal Iraq, the report confirms the lack of oil and gas license awards in
2016, noting confirmations from the MoQ’s PCLD that no new licenses were awarded through
competitive tender in 2016 and that no oil and gas license had been awarded to any international oil
company outside of bidding rounds (p.47). This was confirmed through stakeholder consultations.

With regards to license transfers in Federal Iraq, the report describes the transfer of Occidental’s 29.69%
participating interest in the Zubair TSC to South Oil Company, effective in September 2016 (p.57). The
report also refers to three other transfers of participating interests, but confirms that the effective dates
of transfers were in 2015 and 2017 (p.58).

With regards to license awards and transfers in the KRG, the report provides a general description of the
licensing process (p.54) but does not clarify whether any oil and gas licenses were awarded in 2016. While
the report refers to the lack of publicly-available evidence of any amendments, assignments or novation
agreements concluded in 2016 (p.60), it does not include a similar assessment of the existence of any
license award in this period. While reiterating the lack of cooperation by the KRG, the addendum to the
2016 EITI Report clarifies that the IA found no evidence of new oil and gas license awards or transfers of
participating interests in oil and gas PSCs in the KRG in 2016, either in the public domain or from
consultations with North Oil Company given its proximity to the KRG in Kirkuk.!3!

Award/transfer and bidding process: With regards to license awards in Federal Iraq, the report describes
the process for awarding oil and gas licenses to I0Cs through competitive tender, as well as an overview
of the five licensing rounds conducted to date (pp.47-52). On 4 December 2018, the IEITI website
published a link to a Ministry of Oil webpage with information on the process for awarding TSCs through
licensing round, including bid criteria.*? In terms of areas operated independently by NOCs for their
“national production”, the report and its addendum only describe the statutory procedures for allocating
oilfields to NOCs (p.67).133

With regards to license transfers in Federal Iraq, the report provides a brief description of the process for
assigning participating interests in oil and gas contracts with reference to Article 28 of the TSCs and
includes a link®** to the model Development and Production Service Contract (pp.58-59). The 2016 report
addendum describes the statutory procedures for assigning interests in TSCs to other companies, in line
with Article 28 of the standard TSC.3*

With regards to license awards and transfers in the KRG, the report provides a general description of the
licensing process (p.54), but does not describe the process for transferring participating interests in PSCs.

129 1bid, pp.6-7.

130 1Bjd, p.8.

131 pid, p.17.

132 |raq EITI website, License rounds contracts outlines which are published by us and obtained from Petroleum Contracts and License Directorate’,
op.cit..

133 |raq EITI (April 2019), ‘Addendum to the 2016 IEITI Report’, op.cit., pp.6-7.

134 Model Development and Production Service Contract, accessed here in January 2019.

135 |raq EITI (April 2019), ‘Addendum to the 2016 IEITI Report’, op.cit., p.8.
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It implies that no such transfers were identified for 2016 based on the I1A’s review of publicly-accessible
documents (p.60).

Technical and financial criteria: With regards to license awards in Federal Iraq, the report provides an
overview of the general technical and financial criteria for pre-qualifying companies in the first phase of
the TSC bidding rounds. It quotes the PCLD’s statement that the specific weightings of the different
criteria in the overall assessment are considered confidential(p.49). On 4 December 2018, the Iraq EITI
website published a link to a Ministry of Oil webpage with information on the process for awarding TSCs
through licensing round, including bid criteria.’®® On 5 April, the Iraq EITI website published an overview
of the technical and financial criteria assessed during the first four bid rounds (in 2009-2012).%%’

With regards to license transfers in Federal Iraq, the report quotes Article 28.3 of the standard service
contracts, which refers to the need for the assignee to be qualified by the MoO, which implies providing
evidence of “technical and financial competence” (p.59).Stakeholder consultations and the addendum to
the 2016 IEITI Report confirmed that the MoO assesses the same technical and financial criteria for
transfers of participating interests as for the pre-qualification of bidders for the original licensing

round..'3®

With regards to license awards in the KRG, the report quotes the KRG’s MNR website’s description of the
process for awarding oil and gas licenses through PSCs, but only refers to “technical and commercial
considerations” (p.54) without describing them. The report does not refer to any technical and financial
criteria assessed in transfers of participating interests in PSCs.

License awardee information: With regards to Federal Irag, the report confirms the lack of oil and gas
license awards in 2016 (p.47). The list of bidders for each oil field awarded through each of the five
licensing rounds is provided in annex (pp.181-185). The 2016 IEITI Report addendum confirms the
absence of new oilfield allocations to NOCs in 2016.1%

With regards to license transfers in Federal Iraq, the report provides the names of the assignor and
assignee in the transfer of Occidental’s 29.69% participating interest in the Zubair TSC to South Oil
Company in 2016 (p.57).

With regards to license awards and transfers in the KRG, the 2016 IEITI Report addendum confirms the

lack of awards and transfers in 2016.4°

Non-trivial deviations: With regards to the transfers of Occidental’s 29.69% participating interest in the
Zubair TSC to South Oil Company in 2016, the report quotes PCLD’s assurances that “the process of
transferring shares in the service contracts mentioned above was done in accordance with Article 28 of
service contracts and its internal procedures”. However, it notes that since no supporting documentation
was provided by PCLD to support this statement, the |IA was “unable to identify any deviations in this
process (if any)” (pp.59-60). The 2016 report addendum quotes the MSG’s assessment that there were no
non-trivial deviations and notes assurances from Dr Sabah Al-Saadi, who was Deputy Director General of
the PCLD at the time of the transfer.’*

Commentary on efficiency: The report does not include any commentary on the efficiency of the process
for awarding and transferring licenses, either in Federal Iraq or in the KRG.

136 |raq EITI website, License rounds contracts outlines which are published by us and obtained from Petroleum Contracts and License Directorate’,
op.cit..

137 Iraq EITI (April 2019), ‘Technical and Financial criteria - Licensing round allocations and transfers’, op.cit..

138 Ibid. Iraq EITI (April 2019), ‘Addendum to the 2016 IEITI Report’, op.cit., p.8.

139 Ipid., p.8.

140 1pid., p.17.

141 pid, p.8.
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Secretariat’s Assessment

The International Secretariat is satisfied that the corrective action on license allocations has been
addressed and considers that Irag has made satisfactory progress on Requirement 2.2. The 2016 EITI
Report confirms the lack of new oil and gas license awards to international oil companies in Federal Iraq

in 2016, while the 2016 report addendum confirms the lack of oilfield allocations to national oil
companies in 2016. The 2016 EITI Report lists the one license transfer in Federal Iraq executed in 2016
and the 2016 addendum confirms the lack of transfers of oilfields between NOCs. The report provides a
description of the statutory process for awarding and transferring oil and gas licenses in Federal Iraq,
including technical and financial criteria for bidding rounds albeit without their precise weightings, while
the 2016 addendum confirms that the same criteria are applied to transfers of participating interests. The
2016 EITI Report and its addendum provide the identity of assignor and assignee for the one transfer of
participating interests in Federal Iraq in 2016 and quotes stakeholders’ views that there were no non-
trivial deviations from statutory procedures. In mining, while the report does not provide clear
information on license allocations and transfers in the mining sector, it clearly states that no mining
company was considered to have made material payments to government in 2016. The report provides
publicly-available information on license allocations and transfers in the Iraqgi Kurdistan in 2016 and
clearly highlights the gaps in publicly-available information. In light of the EITI Board’s approval of Iraq’s
adapted implementation covering the 2016-2018 EITI Reports, the International Secretariat considers that
all aspects of the requirement have been met and that the broader objective has been achieved.

To strengthen implementation, Iraq is strongly encouraged to clarify the weightings of different technical
and financial criteria assessed for license allocations and transfers. Irag may also wish to comment on the
efficiency of the current license allocation and transfer system as a means of clarifying procedures and
curbing non-trivial deviations. Iraq is encouraged to continue to clarify the process for mining license
awards and transfers in both Federal Irag and the KRG, as well as the process for oil and gas license
awards in the KRG.

3.7 Corrective action 7 - License register(s) (#2.3)

The MSG should ensure that future IEITI Reports provide all information covered under Requirement 2.3
for all licenses held by material companies (including both oil and gas and mining) or provide a link to
where such license information is available to the public. The MSG may also wish to work with the MoO
and MIM to disclose license information for all material companies through a publicly-accessible cadastral
system and provide free access to such a register online.

Findings from the first Validation

The first Validation concluded that Iraqg had made inadequate progress towards meeting this requirement.
The 2015 IEITI Report provided the names of the operator, partners, dates of contract signing,
effectiveness and approval of all 18 oil blocks awarded as of 2015, but no dates of application, license
coordinates, or the identity of license-holders. The 2015 IEITI Report did not explain the difference
between licence-holders and the NOC partnering in the TSC, providing only names of NOC partners and
not of license-holders, which often differed. While it was not made explicit that licenses cover both oil
and gas, production data disaggregated by oilfield in the report showed that licenses covered both
commodities. No information was provided about national production fields or fields in the KRG. The
2015 IEITI Report did not refer to any licenses in the mining sector, nor any mining, oil and gas cadastre,
either public or private.
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Progress since Validation

In Federal Iraq, all oil and gas oilfields and licenses are held by NOCs. On a number of the NOCs’ oilfields,
the Ministry of Qil, through the NOCs, has concluded Technical Service Contracts with IOCs. On the other
oilfields, the NOCs operate their own production, categorised as “national effort production”. Given that
Requirement 2.3 covers, at the least, licenses held by material companies, this assessment focuses on
oilfields operated by NOCs as well as licensed oilfields under TSCs involving 10Cs.

The 2016 EITI Report provides information on licenses in the oil and gas sector in both Federal Irag and
the KRG, but not in the mining sector. The report confirms that the MSG did not consider any revenue
stream from the mining sector to be material (pp.108-109) and that no mining company was included in
the scope of reporting (p.110). On 4 December 2018, the IEITI website published a link'*? to the MoQ’s
PCLD webpage!*®, which provides some details on TSCs awarded to 10Cs, included in the 2016 EITI Report

(p.55).

Oil and gas licenses under service contracts: In terms of oil and gas licenses covered by contracts with
IOCs in Federal Iraq, the report provides a list of contracts awarded to 10Cs, including oil field name, name
of license-holding NOC, operator name, participating interests of all partners in the contract as of 2018,
the dates of contract signing, effectiveness and contract period (pp.55-57). The commodities covered by
production contracts are provided (p.57). The coordinates of all contracts aside from those awarded in
the fifth licensing round in 2018 are provided in annex (pp.187-191). However, the report does not
provide the dates of application for any of the oil and gas licenses. During consultation, the IA quoted the
PCLD’s statement that contracts were awarded on the same day as the submission of bids, implying that
the date of award was the same as the date of application for all contracts awarded through licensing
rounds. This is confirmed in the addendum to the 2016 EITI Report, which provides the deadlines for
submissions of bids for each of the five bidding rounds to date.'**

However, given that the Ahdeb contract was awarded outside of licensing rounds in 2008, it is not
possible to use the date of award as a proxy for the date of application for the Ahdeb contract. The 2016
Report addendum describes the process for awarding the Ahdeb Service Contract to Al-Waha Petroleum
Co. in 2008, including key dates in the “reactivation” of the Ahdeb license in 2007.%°

Oil fields operated by NOCs: In terms of oil fields operated by NOCs, the report explains that fields are
allocated to NOCs “in accordance with each company’s activities as per their certificates of incorporation,
and in accordance with MoO plans” and that none of the oilfields had been allocated through bid round
(p.67). However, it does not clarify whether the NOC-operated oil fields were under license. Upon
consultation, the IA explained that there had been no licenses allocated to NOCs for these oilfields,
according to the MoQ’s PCLD, and that oilfields were simply “awarded” to NOCs. The 2016 Report
addendum explains that the specific oilfields to be operated by each NOC are declared by Decree of the
Ministry of Oil, based on recommendations made by the Ministry’s Reservoirs and Field Development
Directorate and the Legal Directorate. The addendum cites Midland Oil Company’s statement that the
decisions to allocate fields to NOCs is published in the official gazette, the date of which is considered the
date of effectiveness.'*® Appendix 1 of the 2016 Report addendum provides infor