Iraqi EITI Report 2011: The Need to Act Promptly, Effectively and Properly
Ahmed Mousa Jiyad,

Iraq/ Development Consultancy and Research,

Norway.

Email: mou-jiya@online.no
This contribution was based on PowerPoint presentations I delivered before “EITI Beyond Compliance Report Analysis Workshop” organised by Revenue Watch Institute-RWI (USA), Erbil, Iraq, 6-8 June 2013, and was attended by 20 of the strongest Extractive Industry governance focused Iraqi Civil Society Organisations-CSOs’ Coalition members. 

Introduction
Iraq is required to present its Extractive Industry Transparency Initiative-IEITI Report 2011 by December 2013. The Secretariat and the Multi-Stakeholders Group of the IEITI hold critical, if not the prime, responsibility in the reporting process leading to releasing the national report in compliance with the EITI Standard. Since the IEITI Report 2011 is expected to be qualitatively and quantitatively very different from previous two reports for 2009 and 2010, both the Secretariat and the Multi-Stakeholders Group face serious challenges in producing the anticipated high/ different quality report within the limited available time.   

This paper focuses mainly on short term perspectives and attempts to identify the most important challenges, proposing some practical suggestion, identifying few opportunities of international cooperation and finally ends with concluding remarks.  

The Challenges Ahead
The Secretariat and the Multi-Stakeholders Group of the IEITI might face two types of challenges: the first is related to the timeline of the reporting process while the second is more pertaining to the contents and coverage of the report. 
I- The Timeline of Reporting Process 
Recent credible information coming from Baghdad pertaining to this year Iraqi Extractive Industry Transparency Initiative-IEITI Report indicates that the report was planned to cover two years 2011 and 2012 instead of the mandated one year-2011. In the meantime, the Secretariat of the IEITI has not, as on mid-June, 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 approve before announce them; and finally, the formal call for bidders to qualify as Reconciler has not issued.  

Judging by the experiences of the previous two annual IEITI Reports the above developments, or lack of it, would indicate to an unattainable objective from substantive qualitative aspects of what the Report should cover and from the feasibility of the timeline to deliver the Report. 

Iraq is not compelled to issue two annual reports in one year, and from my constant follow-up I believe the Secretariat and the Multi-Stakeholders Group do 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.
I suggest for the Secretariat and the Multi-Stakeholders Group to focus on 2011only.
II- Contents and Coverage of the Report 2011      
During the IEITI Conference held in Baghdad on 3-4 April 2013 l 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 this year IEITI) and medium to long term (future IEITI reports) perspectives to face these challenges. The following analysis focuses on the short term requirements for preparing the 2011 Report (not 2011 & 2012 as proposed by IEITI)
First: The 2011 Report should address the flaws, shortcomings and the “missing items” of the previous two IEITI reports and also identify and demonstrate lessons learned so far.  
1. In previous two occasions I outlined my assessment of these 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. 
IEITI Report 2011 should address seriously these weaknesses and avoid their repetition. 

2. There were at least “four” very different versions for 2010 Report released between December 2012 and May 2013. Having such different versions in short period of time reflects negatively on the consistency of the report; on the integrity of the reporting process; on the “conformity” of these different versions to EITI requirement and standard, and finally on the “endorsement and verification” of the Reconciler (PwC) of all these divergent four versions. 
IEITI Report 2011 should be released only “once” after careful and through review by the MSG as mandated by the EITI Standard. 

3. All these four versions do repeat the same identified flaws, mistakes and shortcomings without any attempt to even provide information on the missing items. The reproduction of contents without amendment, modification and correction could in fact reflect “insensitivity” of both the Reconciler and IEITI Secretariat to outside opinion, and undermines the essence of “accountability and answerability” which what “transparency” is all about. 
IEITI Report 2012 should demonstrate how these flaws were handled, and acknowledged, as part of lessons learned, openness and receptivity of constructive contributions from outside IEITI structure.  

4. The “translation” of the report from English into Arabic and Kurdish causes even more confusion, criticisms and objections. Bad and unprofessional translation promotes wrong and misleading understanding of the contents and main findings of the report. And because the Arabic and Kurdish texts of the report are used primarily by the Iraqi civil society organizations-CSOs engaged in and concerned with transparency issues, and the public at large it becomes clear the importance of having well drafted and clear texts of the report. For this purpose it is vital for the IEITI Secretariat to be sure of the quality of the English text and its proper and correct translation into Arabic and Kurdish before posting them on its website and or releasing the report for the public. It is worth mentioning at this juncture that requirement number 6 of the Standard asserts, “The EITI requires EITI Reports that are comprehensible, actively promoted, publicly accessible, and contribute to public debate.” This clearly indicates to the importance EITI attaches to disseminating the national reports through various channels of communication as part of the outreach activities in order to promote public debate and increase awareness through variety of participatory approaches. 
Without publishing the report in good and accurate translated Arabic and Kurdish, the objective of wider public participation and debate would be seriously compromised, and the IEITI Report 2011 should be translated professionally and timely. It is highly recommended to review each text by an independent external expert of proven record before releasing the related report.  

5. The most significant weakness of the previous reports is the missing of some revenue items. Therefore, much is needed for IEITI Report 2011 (due in December 2013) 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 in the previous reports.   

My 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 IEITI Report 2011 should account for all the OTPs made in 2009, 2010 and 2011 and the RAPs made in 2010 and 2011. Similarly, the Report 2011 should account for all OTPs and RAPs that were made by the IOCs to the KRG for all concluded PSCs up-to-date. 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 2011 should provide revenue data from other activities of the extractive industry within the federal Ministry of Industry and Minerals-MIM and the corresponding ministry within KRG. 
The IEITI Report 2011 should attempt to cover all missing items and account them once-and-for-all prior to 2011 for both the federal government and KRG; and fully cover and account  for such items of the revolving annual payments.
Second: The implications of the New EITI Standard and the requirements to comply with them.  
The EITI Board and its partners have spent two years consulting and working together

to improve the EITI Standard. The EITI established a Strategy Working Group (SWG) to identify options and present recommendations to its Board. Over 2012, the Board and the SWG received numerous proposals from EITI stakeholders. Some 33 proposal were considered and 10 background papers prepared for the purpose of revising the Standard. The New EITI Standard was adopted and became effective during EITI Global Conference held in Sydney in May 2013. The full text of “The EITI Standard” is published by the EITI International Secretariat 22 May 2013, in a 54 page document comprising two parts having seven chapters, introduction and forward by the EITI Chair, Clair Short.  

The New Standard applies to each of the five components of the known “Value Chain” framework adopted by the EITI, though the details cover four components only. 17 key elements of the Standard are classified as required-R (i.e., mandatory) while only 3 meant to “encourage” member countries to comply with. 

The following chart, summarizing the distribution of the key elements (both Required-R and Encouraged-E) of the New EITI Standard along four components of the value chain framework, meant to be a quick guide only. But the concerned IEITI partners are strongly advised to thoroughly acquaint themselves with the details of the above mentioned document; take the necessary actions to accommodate the requirements when drafting the ToR for the Independent Administrator/ Reconciler that would be contracted to preparing the IEITI Report 2011; and make sure that IEITI Report 2011 complies with them.  
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The New Standard became effective as of 22 May 2013. The timeline for specific deadlines for reporting and “Validation” under the New Standard are to be finalized by the EITI Board and the International Secretariat, which could be announced soon. Related countries will likely be required to start reporting under the New Standard within 2013 or 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 the 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 twenty 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: 

1- The Secretariat of the IEITI;

2- All Iraqi members of the Multi-Stakeholders Group-MSG (comprising the representatives of the federal government, KRG, and Civil Society Organization-CSOs);

3- IOCs members of the MSG;

4- 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 these involved partners 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 2011. The necessity for such capacity development activities becomes even more urgent in case of selecting new 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 prior to debating and finalizing the ToR for the Report 2011.    
Third: The concluded contracts have already begun showing impacts. 
The third matter which IEITI Reports must cover fully and thoroughly is the outcomes of the concluded contacts in accordance with many related provisions of the New Standard.  The concluded long term service contracts by the MoO, especially those related to the first bid round and AlAhdab oilfield had actually began to deliver results in 2011 and will continue upward since then. 

The impacts of these contracts manifest themselves increasingly in many resource and cash flows, which include the following:

1- Produced natural resources (oil and gas); 

2- The resulting revenues in both Iraqi Dinnar (for domestic consumption) and foreign currencies (from petroleum exports- crude oil, gas and refined petroleum product- as the case may be); 

3- Payments by Iraq to the IOCs for capital cost recovery, remuneration fees and any other payments in both cash and in-kind; and 

4- Payments by IOCs to Iraq in terms of corporate income tax, State partner’ share, income tax on the sub-contractors, the TTS Fund, the local Infrastructure Fund and any other payments.

 I have elaborated on these resource and cash flows when introducing the concept of the annual revolving “Value Cycle” and called for full, effective and comprehensive transparency of all components of the above mentioned four clusters of the value cycle. The same could also apply to all PSCs concluded by the KRG. 

The scale, multitude and magnitude of resource and cash flows; the large number of involved IOCs and even larger number of sub-contractures; the different types and provisions of the contracts (LTSCs for the federal government and PSCs for KRG) and the necessity of having full accurate and reliable verification system, all are very challenging matters. Nevertheless, the IEITI Report 2011 should provide comprehensive coverage of all these issues and reconcile and verify all resource, cash and in-kind flows (domestically and externally).

According to the mandatory nature of many elements of the New Standard, the IEITI Report 2011 should cover fully and to a large extent all what was mentioned above. Moreover, the Standard asserts that the Report, “must contain basic contextual information about the fiscal regime, contractual framework, production, licensing procedures, revenue allocations and expenditures”

The above is quantitatively and qualitatively very different from and much higher than the levels of the previous two IEITI Reports 2009 and 2010, and thus present serious challenges and demanding. Therefore, serious efforts, good planning and concerted actions are needed to produce good and acceptable IEITI Report 2011. 

Opportunities from International Cooperation
There are many multilateral and bilateral international cooperation modalities which IEITI Secretariat could pursue for the needed capacity development in the area of transparency in general and in the extractive industry in particular. 

Utilizing these international cooperation opportunities should be an ongoing process but the IEITI Secretariat needs to be more proactive and act quickly and persistently. The followings are only few examples where to find and utilize such opportunities:

· The MoU (7 June 2010) between the MoO and the Norwegian (NORAD), to  increase the capacity, efficiency, transparency and institutional arrangements to facilitate well-coordinated and results oriented resource management in the petroleum sector;

· Iraq-EU Partnership and Cooperation Agreement (May 2012) emphasises transparency and the needs to enhance it in Iraq. 

· MoU (17 March 2013) between MoO & USAID to improve the effectiveness and transparency of MoO operations.
The above could be of medium to long term horizons. For immediate and short term requirements IEITI could seek the help of RWI and the EITI International Secretariat.  
Concluding Remarks
If the IEITI Secretariat is confident to cover 2011 and 2012 in one report to be launched in December 2013 in full compliance with the new Standard, it would be a significant development and good step forward. However, I have very serious doubt that this would be the case. As half of 2013 is passed already without even finalizing the ToR, selecting the Reconciler, and very little familiarity by all IEITI “partners” with the scope of the requirement to comply with and adhere to the New Standard, the IEITI Secretariat and MSG are advised to focus on 2011 only. 

Most of the identified flaws and shortcomings of the previous IEITI Reports could be attributed to: a narrow scope of the ToR; limited professional knowledge on the part of the Reconciler pertaining to the fundamentals of the Iraq extractive industry and its governing frameworks; the Ad-hoc modus operandi of the IEITI meetings; and the role and effectiveness of MSG. Serous improvements on these levels commensurate with the requirements of the New Standard should take place in order to produce good, comprehensive and timely Report 2011.

For medium and long term perspectives the IEITI Secretariat and MSG should start considering seriously the structural model, strategy, human resources and functioning modalities. Opportunities offered by international cooperation could be actively utilized to enhance the capacity and improve the institutional setup of the IEITI. But this is a topic I might come to in the near future.    
17 June 2013      
