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Basic figures

Iraq has vast and relatively undeveloped oil resources. It has the highest reserve life (proven reserves/annual production) of all
oil producers. Iraq also has a large southwestern desert territory that has not yet been fully explored and is estimated to contain
up to 100 billion barrels of additional oil reserves. Iraq ‘s national oil companies have been recovering reserves at a rate of 25-
31%; the rate is anticipated to increase to 80% with the participation of international oil companies (IOCs). The IOCs are the key
piece to the Iraqi government’s goal of quintupling production by 2017.

Oil Proven Reserves: 115 billion barrels (rank: 4, after Saudi Arabia, Canada and Iran)

0il Production: 2.42 million bpd (rank: 14, after Brazil)

Oil Exports: 1.9 million bpd (rank: 12, after Mexico)

Source: CIA Factbook; figures are estimates from 2008 and 2009
Distribution
Irag’s oil resources are concentrated in the southeastern part of the country (80%). The Basrah blend produced in this area is
exported from the Al-Basrah Oil Terminal (82,000 barrels/hour). Irag’s second blend - Kirkuk - is exported along the

Ceyhan/Botas pipeline through Turkey (1.1 million b/d capacity). Iraq’s third Syria-Lebanon has been closed since 2003 due to
disrepair; a fourth Saudi Arabian pipeline was closed in 1991.

Quality

Both the Basrah and Kirkuk are high-grade oils — light and average sulphur content, most similar to the Arab Light grade from

Saudi Arabia. The Kirkuk variety is slightly lighter (35.8 versus) and sweeter (2.06% sulphur) than the Basrah (34.4 API and 2.10%
sulphur)'.

Export Prices (in 2009 per barrel in $)

80
60] ] 4 4 4 1 I— —I I
40 - —11—1t—1 11
28:||'||'||'||'||f||f||f| f”f | g
World
N Y I S N A S
0&6 &&s & & ¥ ¥ ¥ S & F &
& 2 X (o) &
\ Q %QQ éo

Sources: Iraqi Ministry of Oil and EIA

! Energylntelligence



* Energy Memo

Iraqi Oil Industry
. N |

3

Map of Iraqi Oil resources and pipelines
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Oil Contracts

State Companies

Irag’s former national oil company was not restored as a whole, but brought back in the form of three oil companies operating
under the aegis of the Ministry of Oil: the North Oil Company, South Oil Company and Missan Oil Company. All Iraq’s oil-related
infrastructure is state-owned and operated by companies that are part of the Ministry of Oil, including the Oil Project Company
(SCOP), Oil Exploration Company (OEC), Oil Tanker Company (IOTC), Oil Pipelines Company (PLC), Oil Marketing Company
(SOMO), Oil Products Distribution Company (OPDC), Iraqi Drilling Company (IDC), North Refineries Company (NRC), Midland
Refineries Company (MRC), and South Refineries Company (SRC).

International Oil Companies

Iraqg launched two licensing rounds in 2009 to award oil contracts to IOCs. The first one took place on June 29-30 with the
participation of 32 IOCs (about a fourth of the 120 companies that applied to bid). It only yielded one deal - for the supergiant
Rumaila field near Basra — out of eight tendered licenses. The second round on December 11-12 included 45 participants and was
more productive, yielding 7 deals out of 10 tendered licenses. All of the deals are service contracts. This is in contrast to
Kurdistan’s production-sharing agreements, which are more lucrative for IOCs.

The central government has not approved any deals signed between Kurdish authorities and foreign companies, and has
furthermore barred the latter from partaking in its oil licensing rounds. The central government has also blocked the access of oil
from Kurdistan to the Irag-Turkey pipeline.

The following table lists all of the energy companies that have bid for oil contracts in the first column. The following three columns
indicate whether they qualified for the first or second licensing rounds and made winning bids, and whether they secured deals
outside of the licensing rounds or inside Kurdistan.

Energy Company 15 Round Qualified 2" Round Qualified Other

Addax (CAR)/ No No Yes Kurdistan
now Sinopec (CN)

Anadarko (US) Yes withdrew Yes

BG Group (UK) Yes withdrew Yes

BHP Billiton (AU) Yes Yes

BP (UK) Yes 1 winning joint bid Yes

Cairn Energy (IE) No Yes

Calibre (US) No No Yes Kurdistan
Chevron (US) Yes Yes

CNOOC (CN) Yes Yes

CNPC (CN) Yes 1 winning joint bid Yes 1 winning joint bid

ConocoPhillips (US) Yes Yes

DNO (NO) No No Yes Kurdistan
Edison (IT) Yes Yes

Eni (IT) Yes Yes Yes 1 winning joint bid
ExxonMobil (US) Yes Yes Yes 1 winning joint bid

Gazprom (RU) Yes Yes 1 winning joint bid
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Energy Company 1st Round Qualified 2nd Round Qualified Other
Heritage (CA) No No Yes Kurdistan
Hess (US) Yes Yes
Inpex (JP) Yes Yes
Japex (JP) Yes Yes 1 winning joint bid
JOGMNC JP) No Yes
KazMunaiGas (KZ) No Yes
Kogas (KR) Yes Yes 1 winning joint bid Yes 1 winning joint bid
Lukoil (RU) Yes Yes 1 winning joint bid
Maersk (DK) Yes Yes
Marathon Oil (US) Yes Yes
Mitsubishi (JP) Yes Yes
Mitsui Oil (JP) No Yes
Nexen (CA) Yes Yes
Nippon Oil (JP) Yes Yes
TatNeft (RU) No Yes
Occidental (US) Yes Yes Yes 1 winning joint bid
0Oil India (IN) No Yes
OMV (AT) No No Yes Kurdistan
ONGC (IN) Yes Yes
Pakistan Petro (PK) No Yes
PT Pertamina (ID) Yes Yes
Perenco (FR) No No Yes Kurdistan
Petrovietnam (VN) No Yes
Petronas (MY) Yes Yes 4 winning joint bids
Premier Oil (UK) Yes No
Reliance (IN) No No Yes Kurdistan
Repsol (ES) Yes Yes
Rosneft (RU) No Yes
SK Energy (KR) No No Yes Kurdistan
Shell (NL) Yes Yes 1 winning joint bid Yes 1 winning joint bid
Sinochem (CN) Yes Yes
Sinopec (CN) Yes Yes, then barred (Addax) Yes (via Addax) Kurdistan
Sonangol (AO) No Yes 2 winning bids
StatoilHydro (NO) Yes Yes 1 winning joint bid
Total (FR) Yes Yes 1 winning joint bid
TPAO (TR) No Yes 1 winning joint bid
Wintershall (DE) Yes withdrew Yes
Woodside (AU) Yes Yes

Sources: Energy Business Review, MarketWatch, Reuters
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QUAIYARAH
round 2
Sonangol 100%

BADRA

Kogas

NAJMAH

Sonangol 100%
MRF: $6/barrel
PPT: 110,000 bpd

MRF: $5/barrel
PPT: 120,000 pd s

-

round 2

TPAO 1
MRF: $5.5

Gazprom 40%
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HALFAYA round 2

50%
Petronas 25%
Total 25%

MRF: $1.40/barrel
PPT: 535,000 bpd

—{MAJNUN round 2
Diyala Shell 60%
WEST QURNA ast Baghdaq Petronas 40%
PHASE-1  other (< MRF: $1.39/barrel
ExxonMobil 60% N P PPT: 1.8 M bpd
Shell  15% @ R =t (o
MRF: $1.90/barrel S \ .
PPT: 2.3 M bpd * Qadissiyak " Missgp
GARRAF round 2 < Ha'faya ‘
Petronas 60% \ / é/ WestOyqa) W Majnun
Japex  40% WEST QURNA Nojat. ] Rumayy W NahrUmar
MRF: $1.49/barrel PHASE-2 round 2 4 (2 North -~ ﬁ
PPT: 230,000 bpd Lukoil 85% RUMAILA round 1 N e Basra
Statoil 15% BP 38% Bl A \
MRF: $1.14/barrel CNPC 37% ZUBAIR other |u
PPT: 1.8 M bpd MRF: $2/barrel Eni 33% [
PPT: 2.85 M bpd Occidental 23%
N~—— _%|KOGAS 19%
MRF: $2/barrel
PPT: 1.2 M bpd

MRF: max. remuneration fee
PPT: production plateau target

Sources: Iraqgi Oil Report, Petroleum Economist, and Global Data
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Callout
QUAIYARAH round 2 
Sonangol 100%
MRF: $5/barrel
PPT: 120,000 bpd

carolynavery
Callout
BADRA      round 2
Gazprom 40% Kogas     30% Petronas 20% TPAO     10%
MRF: $5.50/barrel
PPT: 170,000 bpd

carolynavery
Callout
NAJMAH    round 2
Sonangol 100%
MRF: $6/barrel
PPT: 110,000 bpd

carolynavery
Callout
HALFAYA round 2
CNPC     50%
Petronas 25%
Total       25%
MRF: $1.40/barrel
PPT: 535,000 bpd

carolynavery
Callout
GARRAF   round 2
Petronas 60%
Japex      40%
MRF: $1.49/barrel
PPT: 230,000 bpd

carolynavery
Callout
WEST QURNA PHASE-2   round 2
Lukoil 85%
Statoil 15%
MRF: $1.14/barrel
PPT: 1.8 M bpd

carolynavery
Callout
MAJNUN    round 2
Shell       60%
Petronas 40%
MRF: $1.39/barrel
PPT: 1.8 M bpd

carolynavery
Callout
WEST QURNA PHASE-1       other
ExxonMobil 60%
Shell           15%
MRF: $1.90/barrel
PPT: 2.3 M bpd

carolynavery
Callout
RUMAILA   round 1
BP      38%
CNPC 37%
MRF: $2/barrel
PPT: 2.85 M bpd

carolynavery
Callout
ZUBAIR         other
Eni             33%
Occidental 23%
KOGAS     19%
MRF: $2/barrel
PPT: 1.2 M bpd

carolynavery
Text Box
MRF: max. remuneration fee
PPT: production plateau target
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Investment Risks

Infrastructure deficiencies

Iraq’s roads, pipelines, terminals, and other oil-related infrastructure are in a parlous state. The Al-Basrah Terminal (ABOT), which
handles 80% of Iraqgi oil exports, was designed to load 4 million barrels per day through its fourth berths: two berths for the
largest tankers available — Ultra Large Crude Carriers (ULCC) with an up to 400,000 DWT capacity — and two for Large Range 2
tankers (85,000 DWT). The Iraqgi government awarded large reconstruction projects in 2004 to boost ABOT’s capacity from 1.2
million bpd to its pre-war 3 million bpd. However, according to a 2007 Office of the Inspector General for Iraq Reconstruction
report, the pipelines feeding into ABOT are so dilapidated that despite the upgrades only 2 berths can now simultaneously load,
yielding a maximum capacity of 1.6 million bpd (of which 1.4 million bpd is currently used). Thus, a ULCC tanker takes up to 96
hours to fully load.

The Iraqi central government has announced plans to increase capacity to 8 million bpd by 2011 through massive investment in
new pipelines and terminals. This will be necessary to accommodate the new capacity that IOCs have estimated they will bring on
line, in addition to the 360,000 bpd that state-owned companies plan to drill. The goal would be an ambitious one for any
developed country to achieve, let alone Iraq with its general infrastructural and skilled manpower shortcomings. IOCs will have
to plan (and budget) on meeting most of their logistical needs themselves. This includes, first of all, de-mining their contracted oil
fields; Iraq’s estimated 25 million landmines are clustered around the country’s oil and gas resources.

Political uncertainty

The legal standing of IOC contracts is precarious. Iraq’s central government has driven a tough bargain with IOCs to secure its
primary source of revenue - the government depends on oil export revenues for 85% of its budget — and garner public support for
the licensing rounds. However, Iraqi political parties have not reached the consensus necessary to pass a national oil law. By the
time that many of the IOCs’ oil fields become commercially viable (as late as 2017 according to Oxford Analytica) Iraq will have
cycled through several administrations; some opposition factions have filed lawsuits challenging the IOC contracts, and have
claimed they will not honor the current administration’s oil deals if they come to power. IOCs that signed deals with the Kurdish
Regional Government have already been hamstrung by political vicissitude. The companies will not be authorized to resume
exports or participate in any national licensing bids until the central government and Kurdish region have reached a revenue-
sharing agreement.

Notwithstanding the risks, given Iraq’s large and relatively untapped reserves of easy-access and high-grade oil, non-
participation is not an option for most IOCS.

For more information contact Carolyn Avery at 212 939 7529 and carolyna@iasworldtrade.com.





