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I- Introduction 

For the third year in a row the National Secretariat of the Iraqi Extractive Industry 

Transparency Initiative- IEITI succeeds in releasing its annual report on time. The Multi 

Stakeholder Council-MSC of IEITI has reviewed, discussed and approved the draft text on 30 

December 2013, leading to the Report on the same day.  

 

This year Report exhibits significant improvement in the quality and contents of its coverage 

reflecting a learning curve by all involved in the preparation process. In addition to providing 

the reconciliation of oil export revenues, the current Report provides more data and 

information on many other important new items. Nevertheless, a good deal of repetition, and 

similar flaws and shortcomings are recurring despite the fact the report has a new 

international “Reconciler”. Some important revenue items with significant amounts are still 

missing, and thus undermine the quality and overall assessment of the Report.  

Generally, while the IEITI Report 2011 is much better than the previous two annual reports 

there is a lot to be done and should have been done properly, professionally and 

comprehensively.     

This brief initial assessment begins with providing technical and background notes on the 

methodology and process of preparing the report with particular reference to the previous 

contribution of this author on the last two IEITI Reports for 2009 and 2011. This is followed 

by the assessment of the current report which covers first the identification and analysis of the 

main findings and highlighting the positive improvements in the coverage and contents of the 

reconciled data. A set of important revenue/payment missing items, which should have been 

covered easily in this year report, are dealt with based on my through knowledge of the 

concluded service contracts. Further remarks on the quality of the report are highlighted, then 

ending this initial assessment with few conclusions.   

    

II- Technical and Background Notes on the Methodology and Process  

The annual IEITI report has to be construed, prepared and released according to a procedure 

and timeliness in conformity with the rules and requirements lay down by the EITI 

International Secretariat (Oslo, Norway). Such a procedure is applied to all member countries 

of the EITI, and such compliance is a condition for continued membership. In other words the 
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IEITI Report, by its very nature, is both a technical report as well as an international 

obligation. 

In previous occasions I outlined my assessment of the previous two reports, especially 2010 

Report which its first version was released in December 2012 (See: http://www.iraq-

businessnews.com/2013/01/02/review-of-2nd-report-from-iraq-revenue-transparency/ . Also 

my views in “Addicted to Oil Cash, and Seeking Help (Part 1)”, posted on 21 January 2013 

on http://theriskyshift.com/2013/01/addicted-to-oil-cash-and-seeking-help-part-1/ ) 

 

In a brief conclusion, the 2010 report suffers from many serious flaws, shortcomings, 

inconsistencies, lack of proper understanding of petroleum industry, ambiguity of the used 

terminologies and partial coverage of revenues, among others. In fact, the previous two 

reports are full of such flaws from substantive, style, format and production aspects.  

 

During the IEITI Conference held in Baghdad on 3-4 April 2013 I emphasized that future 

IEITI reports would be more detailed, comprehensive and challenging. (See: http://www.iraq-

businessnews.com/2013/04/08/ieiti-future-reports-expectations-and-challenges/ ). This 

requires strategy and plan of action covering both short term (pertaining to IEITI Report 

2011) and medium to long term (future IEITI reports) perspectives to face these challenges.  

In June 2013 I delivered a presentation  on “Iraqi EITI Report 2011: The Need to Act 

Promptly, Effectively and Properly” before “EITI Beyond Compliance Report Analysis 

Workshop” convened in Erbil, Iraq and organized by Revenue Watch Institute-RWI (USA). 

The workshop was attended by 20 of the strongest Extractive Industry governance focused 

Iraqi Civil Society Organizations-CSOs’ Coalition members. My presentation was posted on 

IBN on 18 June 2013: http://www.iraq-businessnews.com/2013/06/18/iraqi-eiti-report-the-

need-to-act/  

 

Initially IEITI intended to cover two years 2011 and 2012 instead of the mandated one year-

2011. In the meantime, the Secretariat of the IEITI had not, as on mid-June 2013, even 

finalized the Terms of Reference-ToR for nominating and selecting the international 

Independent Administrator/ Reconciler who will, according to EITI Standard, be entrusted to 

research, compile and reconcile the data and prepare the Report; the Multi Stakeholders 

Group-MSG has not received the ToR for review and approval before announce them; and 

finally, the formal call for bidders to qualify as Reconciler has not issued.  

The experiences of the previous two annual IEITI Reports and the lack of conducive 

conditions indicate to an unattainable objective from substantive qualitative aspects of what 

the Report should cover and from the feasibility of the timeline to prepare and release such a 

combined Report.  

Also Iraq is not compelled to cover two years in one annual report, and from my constant 

follow-up I believe the Secretariat and the Multi-Stakeholders Group did not have the 

capacity to do so and, therefore, it should not waste the limited time they have to pursue 

unnecessary, unattainable, unrealistically ambitious, and, above all, not required target. 
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I suggested for the Secretariat and the Multi-Stakeholders Group to focus on 2011only, and 

for IEITI Report 2011 it should address seriously the identified weaknesses and avoid their 

repetition as was elaborated at length in the above mentioned interventions.  

The Report Process 

The process begins with IEITI selecting the Reconciler; an internationally recognized 

specialized firm that is approved by EITI. Collecting and reconciling data follow certain 

procedure begins with preparing specific templates by the Reconciler and approved by the 

IEITI Multi-Stakeholder Council- MSC.  

This year the MSC reviewed and approved the 28 templates on 28 August, compared with 

only 6 templates in 2010 and 9 templates in 2009. The increased number of templates is a 

appositive development and explains the new items covered in this year report.   

 

The templates with their detailed guidelines and specific letters are sent to all involved 

“Reporting entities”, including Iraqi (and the KRG) ministries and their related state 

companies; international oil companies-IOCs involved in upstream petroleum development; 

international crude oil buyers-ICOBs; national and international banks and financial entities.  

The templates and their instructions were emailed to the related entities on 29 August and 

should be completed and returned to both the Reconciler and the National Secretariat of IEITI 

by 15 September. A contact facility for queries and guidance to assist in the completion of the 

templates was offered.   

A reconciliation process is based on matching credible data from two or more sources 

accompanied by a proper explanation of differences, if any. Reporting should be made 

directly and independently by the concerned entities and the data should be relevant, credible 

and reported in accordance with the set criteria and requirements as outlined in the related 

templates, reports, statements and any other means, as the case may be.  

 

For this reports there are 39 international crude oil buyers; 21 IOCs; 4 Third Party verification 

companies; 15 Iraqi Ministries and other governmental entities, and KRG related.  

 

Accordingly, the annual IEITI report should be constructed, perceived and considered as a 

technical NOT political report.  

The Reconciler for the previous two annual reports was PricewaterhouseCoopers-PwC, while 

for the current report it is Ernst & Young-EY.  

 

III- The Assessment IEITI Report 2011 

IEITI Report 2011 has Executive Summary, 8 chapter and 4 annexes; all in 132 pages. 

Chapter 1 introduces the EITI and its objectives, Iraq’s implementation of the Initiative and 

the reconciliation logic and process presented in this report. Chapter 2 presents the oil sale 

process. Chapter 3 highlights Oil Field Developing Extraction Activities – Licensing Rounds. 

Chapter 4 presents the reporting, compilation, and reconciliation processes used for 



 
 

 
 

implementing the EITI. Chapter 5 sets out the results of the reconciliation. Chapter 6 presents 

Iraq’s Mining Industry. Chapter 7 presents a market research prepared by SOMO. Finally, 

Chapter 8 summarizes the lessons learned from the third year’s reconciliation process. The 

annexes are Appendix 1 - Reporting entities; Appendix 2 - Instructions for completion of 

templates; Appendix 3 – Reporting Templates; Appendix 4 - DFI 2011 Statement of Proceeds 

of Oil Export Sales. 

 

The reconciliation process for this year report attempts to cover the following items, and 

reporting the discrepancies that exceeded the materiality threshold at 1%: as set by the Multi 

Stakeholder Council-MSC:  

1. Total revenues received by the Government of Iraq-GoI from oil exports as reported 

by the Ministry of Oil-MoO / SOMO and international crude oil buyers-ICOBs; 

2. Total revenues received by the GoI as corporate income taxes as reported by the 

Ministry of Finance-MoF and international oil extracting companies-IOCs; 

3. Total revenues received by the GoI as bonuses as reported by the MoF and the IOCs; 

4. Total payments made by the GoI as internal service payments as reported by the Iraqi 

national oil companies and the MoO; 

5. Total payments made by the GoI to IOCs for cost recovery as reported by the MoO 

and IOCs; 

6. Total payments made by the GoI to IOCs for remuneration fees as reported by the 

MoO and IOCs; 

7. The quantities of produced oil as reported by the MoO, national oil companies and 

IOCs; 

8. The quantities of exported oil as reported by the national oil companies, SOMO and 

third party verification companies; 

9. Oil and gas quantities supplied to refineries, electricity generation directorates and 

national gas companies as reported by these entities, national oil companies and the 

MoO; 

10. Reconciliation of mining production quantities as reported by national mining 

companies and the Ministry of Industry and Minerals-MIM; 

11. Total revenues from mining production as reported by national mining companies and 

the MIM. 

 

Surprisingly the above list does include the KRG, the IOCs working in Iraq-Kurdistan Region 

and the federal Ministry of Electricity. The impacts of this negligence are elaborated further 

throughout this assessment.   

 

In the following pages I will address and evaluate the main findings of this year report 

regarding the above mentioned eleven reconciliation items; followed by identifying the 

important missing items, which the report should have covered fully and thoroughly. Further 

remarks on the report will be made and ending with brief conclusions. 

 

 

 



 
 

 
 

Oil Export Revenues 

Reconciliation of reported data covers both quantities and values and involves large number 

of reporting entities. The process of reconciling export revenues involves the following 

entities and type of data:  

1- The quantity of exported oil reported by the Ministry of Oil, South Oil Company,  

North Oil Company, Missan Oil Company, Midland Oil Company, and SOMO. The 

data are provided on monthly base and aggregate;   

2- The value of exported crude oil reconciliation between SOMO and the 39 international 

buyers for the year 2011;  

3- Cash receipts are recorded when funds are deposited in the Development Fund for Iraq 

(DFI) bank accounts at the Federal Reserve Bank of New York (FRBNY). The DFI 

consists of bank accounts held with the FRBNY and managed by the Central Bank of 

Iraq (CBI) on behalf of the Iraqi Ministry of Finance (MoF).  

 

According to 2011 DFI audited financial statements, the total export sales of petroleum 

was US$ 80,796,735,000 which agrees with the figure reported by SOMO for the year 

2011.  

But the amount reported by SOMO is more than the amount reported by the international 

buyers by $1.175 billion. This usual difference occurs every year is explained by the time 

difference between shipments’ loading dates and related due payment dates (December 

2010/January 2011 and December 2011/January 2012). Details of each difference are 

explained in section 5.6. 

 

As was the case in the previous annual IEITI reports total oil export revenues are reconciled 

by the three involved parties: SOMO, the 39 international crude oil buyers and DFI (at 

FRBNY). Moreover, the exported quantities of crude oil are reconciled by the Iraqi involved 

parties: the Ministry of Oil-MoO, South Oil Company-SOC, North Oil Company-NOC, 

Missan Oil Company-MoC, Midland Oil Company-MdOC and SOMO.  

 

The Reconciliation of both the volume and value of the exported crude oil through 

independent reporting by all involved parties is good testimony to the accuracy and 

transparency of crude oil export operations in Iraq.   

 

Internal Service Payment Reconciliation within Petroleum Sector 

The Report provides monthly data on this type of cash flow that occurs in Iraqi Dinnar 

(converted to $US) between the MoO and each of the regional national oil companies NOC, 

MOC, SOC and MdOC.  

 

The data exhibits discrepancies between the reporting entities, and the Report provides 

explanation (Tables in sections 5.8 to 5.11). However the Report does not explain what these 

“Internal Service Payments” comprise. Therefore, it is important to add few explanatory 

paragraphs on these internal payments.   

 



 
 

 
 

Reconciliation of Crude Oil Quantities Supplied to the Refineries 

This is a new item that was not addressed in the previous two reports and covers the following 

Reconciliation of crude oil quantities performed for year 2011between:  

SOC, MoO and South Refineries;  

SOC, MoO and Midland Refineries;  

MOC, MoO and South Refineries;  

MdOC, MoO and Midland Refineries;  

NOC, MoO and North Refineries.  

 

SOC, MOC, NOC, MdOC and MoO represent the provider/ supplier of the crude oil and the 

regional Refineries are the receiving entities (the recipients).  

 

The Reconciliation of data provided independently by both the supplying and receiving 

entities produces no discrepancies.   

 

However, the values of such supplies were not covered!! I think it is important to provide 

the total value of these supplies and announce the “accounting prices” that are used to 

estimate the transactions within the petroleum sector. Also the Reconciler could have used 

the realized export oil prices to estimate total value of these supplies in order to estimate the 

subsidies. Moreover, the regional Refineries should provide the total quantities and value of 

their petroleum products. 

 

Reconciliation of Natural Gas Quantities Supplied to Gas Companies 

This reconciliation is also a new reporting item introduced in this year report. It covers 

quantities of Natural Gas supplied to Gas Companies between:  

SOC, MoO and South Gas Company; and  

Supplies to Ministry of Industry and Minerals-MIM. (This reconciliation is within the MIM 

and only three of its State Companies for Fertilizers and Petrochemicals.) 

Again the Reconciliation produces no discrepancies in the reported data.   

 

Also, the values of such supplies were not covered!! I think it is important to provide the 

total value of these supplies and announce the “accounting prices” that are used to 

estimate the transactions within between MoO and MIM. Moreover, the reported 

reconciliation is within the ministry of MIM only while it should include verification from 

MoO and its gas companies. In this sense we consider the Reconciliation as partial not full, 

and thus it is a weakness in the Report.   

 

Reconciliation of Cost Recovery Between MoO and IOCs. 

This is another new reporting item and it will be appear in every future annual IEITI report; it 

covers what Iraq pays to IOCs for recovering their investment in upstream petroleum 

development according to the signed service contracts.  

The reconciliation was performed based on oilfield information provided by the MoO and the 

audited financial statements of the oilfields: Rumaila, West Qurna1, Zubiar and Alahdab.  

 



 
 

 
 

Differences in cost recovery reported data between MoO and the related IOCs are explained: 

MoO data covers both 2010 and 2011, while IOCs data covers 2011 for Rumaila and Zubair; 

for WQ1 the difference is related to disputed amount and unpaid de-mining cost claimed by 

the IOCs. No difference in the reported data is registered for Alahdab oilfield.  

 

My information indicates that all these cost recovery amounts were made in crude oil 

deliveries. The Report does not mention this and therefore it is not clear whether the related 

shipments were included in total export revenues or not, though Template # 12, 14 - 

International Oil Companies (Extractive) includes both cash and in kind payments. If these 

payments in kind are included in total export revenues and thus deposited in FRBNY then 

the Report should explain how the 5% for war reparation was dealt with.  

In my view this is one of the serious flaws of the Report, and since it is an important item 

that appears every year with much higher amounts as the related oilfield approaches its full 

development towards the plateau production it is therefore highly recommended for IEITI 

pay special attention on how to deal with payment in kind in the reconciliation process.  

 

Reconciliation of Remuneration Fees Between MoO and IOCs 

Also this is a new reporting item that will appear in every future annual IEITI report and it 

covers what Iraq pays as remuneration fees to IOCs for their services in upstream petroleum 

development according to the signed service contracts.  

 

As was the case with cost recovery the reconciliation was performed based on oilfield 

information provided by the MoO and the audited financial statements of the oilfields: 

Rumaila, West Qurna1, Zubiar and Alahdab.  

 

The Report identifies the amount of differences in Remuneration Fees of $33.6 million are 

related to differences in production measurement between SOC and the contractors in year 

2011. The Report mentions “a settlement was made in year 2012”, but did not provide the 

details of such settlement, and what was the final figure for the Remuneration Fees.  

Again no difference in the reported data is registered for Alahdab oilfield.  

 

Similar to the cost recovery issue information indicates that all these remuneration fees 

were paid by crude oil deliveries. The Report does not mention this (though payment in 

kind is requested in a template) and therefore it is not clear whether the related shipments 

were included in total export revenues or not. If these payments in kind are included in 

total export revenues and thus deposited in FRBNY then the Report should explain how the 

5% for war reparation was dealt with.  

 

As mentioned above this is one of the serious flaws of the Report, and since it is an 

important item that appears every year with much higher amounts as the related oilfield 

approaches its full development towards the plateau production it is therefore highly 

recommended for IEITI pay special attention on how to deal with payment in kind in the 

reconciliation process. 



 
 

 
 

Extracted crude oil quantities reconciliation between MoO on one side and each of 

NOC, MOC, SOC and MdOC on the other. 

The reconciliation reveals no variances in the data from these entities and thus none was 

mentioned in the Report (though the total row of table 5.17 shows minor difference but even 

this is not supported by the monthly data addition!) 

 

 

The Missing Items 

Despite the improvement in this year Report there are many important missing items with 

significant amounts that should have been covered fully.  

It is not possible at this stage to assert whether these missing items are due to the Terms of 

Reference-ToR of the assignment; to the incompetency of the Reconciler; to the non-

cooperation of the reporting entities; to insufficient time to complete and return the Templates 

by the reporting entities; to the ambiguity of the Templates, or to any combination of these 

reasons.  

Regardless of the reasons the following are the identified missing items: 

1- The Report does not cover the data related to KRG. This is the third annual IEITI 

Report with no data concerning KRG that are reconciled according to the rules and 

procedures of the EITI.  

The Report contains specific Templates for KRG but the Reconciler asserts no 

responses from KRG and the entities working in the Region. The Report does not 

provide full names and total number of the contacted entities in the KRG. Also the 

Report does not list the name of the contacted IOCs working in the Region.  

In my view this a major flaw in this year Report even with the apparent absence of 

KRG cooperation. The Reconciler should have prepared special chapter on KR based 

on available information and research materials. Moreover, the list of the 11 items 

mentioned earlier does not include KRG!     

 

2- Corporate Income Tax 

The Report misses important component by not telling whether reported amounts of 

Remuneration Fees by the MoO or the IOCs are pre or post corporate income tax 

(35%). Also the report makes no reference to the applicability and effect of Instruction 

No. 5 of 2011 of the State Consultative Council/ Majliss Shaura Aldawlah’, imposing 

income taxes on the foreign subcontractors. 

In fact Template # 6, 8, which is supposed to be completed by the Ministry of Finance 

– MoF, covers corporate income tax received; and Template #7, 9, which is supposed 

to be completed by the- IOC's covers paid taxes. All data in these templates covers 

amounts paid/received both in local and foreign currencies. 

 

My estimation of the amount of corporate income tax alone could range between ca. 

$97.6 million (if we accept the MoO data) and ca. $109.3 million (if we accept the 

IOCs data) 

 



 
 

 
 

This is another major flaw that deserves full attention and all income taxes and any 

other direct taxes should be reported fully and accurately.  

 

3- State Partner’ Share  

Each of the service contracts covered by first bid round has a State Partner with 25 % 

participation interest; and according to these contracts the State Partner is entitled to 

receive 25% of the Remuneration Fee.  

The Report did not mention this important contractual provision and thus it is, as was 

the case with income tax above mentioned, not clear whether the reported amounts of  

Remuneration Fees include the share of State Partner or not.  

 

Based on the provided data my calculation of the State Partner share could either ca. 

$69.7 million (if we accept the MoO data) or ca. $78 million (if we accept the IOCs 

data)  

 

Considering the importance of this fiscal (revenue) item I consider its absence from 

the Report is another major flaw. And because it recurs annually during the entire term 

of the contract it should appear fully and accurately in every IEITI annual report.   

 

4- Allocations for the Training, Technology and Scholarship Fund-TTSF  

All signed service contracts provide a provision to establish a TTSF to offer and 

facilitate for an agreed number of Iraqi nationals, as designated by the Iraqi 

contracting parties in consultation with the related IOCs, the opportunity, both inside 

and/or outside Iraq, for on-the-job training and practical experience in petroleum 

operations, and academic education. The Fund shall also be used for supporting oil 

and gas related technology and research including the establishment or upgrading of 

research institutes inside Iraq. 

TTSF is financed by non- recoverable annual “minimum” contributions. The annual 

amount of such contribution varies according to the contracts: for Alahdab it is 

$200,000; for contracts of BR1 and BR2 it is $5 million each, and for contracts of BR3 

and BR4 it is $1 million each. Hence the annual income for TTSF is $62.2 million 

during the duration of the contracts. In other words these funds represent payment 

obligations on the IOCs 

 

The Report is silent about TTSF and the accumulated allocated funds to it for 2010 

and 2011. My calculation of the accumulated funds for the two years could exceed 

$110 million. The questions are has these funds been allocated to TTSF, and if so have 

they been utilized for the stated purposes outlined the related provisions of the 

contracts. Moreover, since IEITI Reports for 2010 and 2011 did not cover this 

payment item, the forthcoming IEITI Report for 2012 should provide full account of 

the funds by the due reconciliation process.  

Accordingly, the lack of reconciliation of payment for TTSF constitutes another major 

weakness of the Report 2011. Moreover, due to the annual recurrence of this type of 

payment all future IEITI Reports should contain special chapter for TTSF; and to 



 
 

 
 

prepare specific “Template for TTSF” to collect the needed data from the concerned 

reporting entities.  

      

5- The “One Time Payments”-OTPs 

During the licensing process of the four bid rounds the IOCs paid and the Ministry of 

Oil received many millions of $US in the form of “One Time Payments”. Three types 

of such OTPs are identified: the “Process fee” during the prequalification phase; 

“Participation fee” (including the purchase of the data package) to attend the bidding 

event; and the “signature bonus” for the awarded contracts.  

Except the signature bonus, which was covered and accounted for in IEITI Report 

2010, nothing was mentioned regarding the paid/ received “Process fee” and 

“Participation fee” in all three IEITI Reports. 

Though the total amount of the process and participation fees is much lower than the 

total of the paid signature bonus, nevertheless they could be in double digit number of 

millions.  

In my view IEITI Report 2011 should have covered and accounted for all the OTPs 

made in 2009, 2010 and 2011, and its failure to provide these data according to the 

reconciliation process is considered as further flaw of the recently released Report.    

 

Further Remarks on the Report 2011 

1- The structure of the Report is almost identical with the structure followed in the 

previous two Reports despite the fact that this year Reconciler is (E&Y) while it was 

PwC for the previous two Report; a lack of imaginations and creativity!!. Moreover, 

there is a good degree of information repetition (a copy and paste style!!) mentioned in 

the three annual reports. The following is verbatim copy from last year IEITI authored 

by PwC, “Under the new remuneration formula, companies (the contractors) will not 

be paid for oil, in which they pay subcontractors to produce. The Iraqi government 

will deduct the cost of subcontracts from the total production and then pay the 

remuneration on the remaining production. In other words, if the total production is 1 

million barrels and the contractor had spent 300,000 barrels on a subcontractor, the 

contractor will receive a payment for the remaining production only or 700,000 

barrels. This new formula is aimed at cutting the cost of subcontracts and effectively 

ties companies' compensation to their cost-efficiency.” 

As I mentioned in my assessment of PwC report of last year the above is misleading 

and incorrect interpretation, by intention ignorance or omission, of the “cost 

production” provision, which was introduced to reduce unreasonable cost inflating and 

gold-plating practices by the IOCs. Surely the new formula was not intended against 

the subcontractors since each of the upstream projects involve tens of subcontractors 

due to the established facts that contracted IOCs could not do everything to execute 

their projects. 

The above cited paragraph by E&Y from PwC previous report seriously undermines 

the credibility of E&Y and questions the quality control of its reports and research 

ethics.  



 
 

 
 

2- Many parts of the Report were prepared by the Iraqi entities (for example MIM, 

SOMO, NOC and SOC). This reliance on the official entities viewpoints could 

compromise the independence and professionalism and neutrality of the Repot.  

3- Most of the “missing items” elaborated above could be attributed to the lack of proper 

knowledge and familiarity on the part of the Reconciler with the provisions of the 

signed service contracts.  

4- In fact the Reconciler made no reference to the fiscal regime governing the concluded 

service contracts or their analysis. The “model” contracts are publicly available and 

good deal of analysis on them was done by many concerned oil experts (including this 

author), and these are also available on the public domain. The Reconciler should have 

studied them thoroughly and carefully, to understand the cost recovery and 

remuneration fee calculation and payment. Moreover, the Reconciler could have asked 

the Petroleum Contracts & Licensing Directorate- PCLD of the Ministry for copies of 

these “model” or even “signed” contracts to understand the fiscal regime. 

5- The two weeks period given to the reporting entities to complete and return the 

Templates is rather short. Moreover, some Templates are ambiguous prepared by a 

“desk officer” without fully understanding the industry and structure of the reporting 

entities. Probably some of these Templates were not tested (for quality control) to 

insure relevance and applicability.  

6-  The Report mentioned that only 11 out of 21 IOCs had responded to the reconciliation 

process, without listing the names of the non-responding IOCs. Also the Report did 

not provide explanation for such attitude. The same applied for other non-compliant 

entities.  

7- The letter addressed by the Reconciler to MIM did not at all refer to “revenues” 

though the essence of the Report is revenue reconciliation, while the letter asked for 

information of much less relevance to the “annual” features of the Report. Similar 

remarks are applied to the letter sent to SOMO.  

8- The Reconciler recommends “that the Stakeholder Council [MSC] and the different 

Iraqi entities involved with the reconciliation process be in close contact with the 

buyers and to emphasize the importance of using these templates”. This 

recommendation is inconsistent and unrealistic if it is related to the 39 international 

buyers.     

9- Most if not all tables are not numbered and without titles.  

10- Data of the table (on page 25) could not be correct and it is surprising for the 

Reconciler to make such a mistake! 

11- Inconsistency in the provided data on Iraq’s proven reserves.  

12- The Report should have copy of the Term of Reference for the Reconciler assignment.   

  

IV- Conclusions 

1. IEITI Report 2011 is much better and more comprehensive than the previous two. 

Nevertheless there are many serious flaws and missing payment/revenue items that 

should be addressed thoroughly and properly; not keeping ignore them. The 

Reconciler holds the prime responsibility for such flaws and shortcomings and for 

rectifying them. The Reconciler should be well acquainted with the provisions of the 



 
 

 
 

signed contracts, especially those relating to payment/revenue provisions, the 

upstream petroleum and other extractive industries in the country;    

2. The most significant weakness of the three issued Reports is the missing items. 

Therefore, much is needed for the forthcoming IEITI Report 2012 to address the 

above mentioned matters and also fill the gap pertaining to the missing revenue items 

that were not covered and not accounted for up-to-date.    

The constant follow up of the licensing process of the four bid rounds and the analysis 

of all concluded contracts revealed two categories of payments by the IOCs to the 

Ministry of Oil-MoO: the first comprises many “one-time-payments (OTPs)”, while 

the second comprises many “revolving annual payments- RAPs”, which are repetitive 

during the duration of twenty years plus five for each contract. Accordingly, the 

annual IEITI Report should cover all the OTPs and RAPs made during the fiscal year 

of the Report, for both the federal government and the KRG. These OTPs and RAPs 

made to the MoO and KRG should be disaggregated project-by-project for each IOC 

on an annual base. Finally, the IEITI Report should provide revenue data from other 

activities of extractive industry within the federal Ministry of Industry and Minerals-

MIM and the corresponding ministry within KRG.  

The forthcoming IEITI Report 2012 should attempt to cover all missing items and 

account them once-and-for-all prior to 2012 for both the federal government and 

KRG; and fully cover and account  for such items of the revolving annual payments.  

 

3- The EITI New Standard became effective as of 22 May 2013, and countries are 

required to reporting under the New Standard no later than 2014. The implications of 

the above for the IEITI Report are obvious: detailed information on different 

components of the extractive industry in the country are now required much more than 

compilation and reconciliation of only oil export revenues as was the case in the 

previous two reports. The New Standard asserts, according to EITI Chair, that the 

national Reports “must contain basic contextual information about the fiscal regime, 

contractual framework, production, licensing procedures, revenue allocations and 

expenditures”, among many others new mandatory requirements.   

 

To comply with and adhere to these different new requirements entails first of all 

proper understanding of each of these elements of the New Standard and how to 

prepare full coverage of them, where to find the related data and information and who 

do what and when. Moreover, all involved IEITI “partners” should have common and 

shared understanding of what is required to comply with the New Standard and its key 

elements. The basic involved partners include the following:  

-The Secretariat of the IEITI; 

-All Iraqi members of the Multi-Stakeholders Group-MSG (comprising the 

representatives of the federal government, KRG, and Civil Society Organization-

CSOs); 

-IOCs members of the MSG; 



 
 

 
 

-The international auditing firms bidding to be the Reconciler (Independent 

Administrator-IA). According to requirement (5.1) of the Standard the IA must be 

perceived by MSG as “credible, trustworthy and technically competent”. 

       

The above calls for quick and comprehensive capacity development activities for all 

involved especially the National Secretariat of the IEITI. This is to make themselves 

familiar with all key elements of the New Standard and the requirement to satisfy them 

during the reporting process and comprehensively cover them in the IEITI Report 

2012 onwards.  

The necessity for such capacity development activities becomes even more urgent in 

case of selecting replacement representatives of the CSOs and IOCs, enlarging the 

MSG by adding new members and changing the representatives of the federal 

government and KRG. Obviously, these needed capacity development activities 

require good deal of time, efforts and resources. In terms of sequencing, these capacity 

development activities should take place in 2014 and prior to debating and finalizing 

the ToR for the IEITI Report 2012.     

 

4- The reconciliation process of data within and between the ministries (inter & intra 

ministerial) appears to be more challenging and thus the reconciliation result exhibits 

more discrepancies in the reported data by these internal entities. Accordingly, the 

National Secretariat of IEITI should consider developing practical modalities to 

address this problem to harmonize and systemize the internal reporting process.  As 

for the KRG, the non-respondent attitude could be for political reasons, though the 

Report, as I mentioned earlier, is technical by its very nature, and moreover, it is an 

international requirement!! 

 

Norway. 

4
th

 January 2014 


