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3 Merza, A. (2009) ‘First Round of Licensing in Irag: An Economic
Evaluation’, Middle East Economic Survey, MEES, Vol. 12, No. 34, 24
August.
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‘When the author updated a previous sensitivity analysis (p. 175) on the
service contracts based on a 2014 he increased IOCs share in the
remuneration fee from 75% to 95%.. Again, this is not the case. In fact at that
time, only two contracts were subjected to that increase. Obviously, applying

that change to the contracts is bound to shed doubt on the quantitative
analysis, its assumptions and its conclusion.
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%95 A %75 by o) (& Jolaall dus 4nd iy (53l
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“It seems the author thinks R-factor is the same for all types of contracts
covered in his exercise; they are actually not... ”.

19-5



pe) e e Lads" i b g8 (154 (a (7) Jadll 8453 L o)

Ao Ll ofAlayl) sie o (gpuss ] Log pil) i ikl Y] lesY)
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(eaal) ansyy ey Lo

251 Galeall G R-Factor sewail) Jag b o)lay e ld) (V) ),

G Jpand) aladinly (Apalan¥) dghaill Leasl) dsie alies cabald ¢ Dladi ol

Remuneration Fee Per Barrel (RFB) , US$

Rounds Weighted

R-Factor First Round |Second Round | Al-Ahdab Average
Less than 1.00 100% of RFB | 100% of RFB | 100% of RFB | 100% of RFB
1.00 to less than 1.25 | 80% of RFB | 80% of RFB 80.1% of RFB

93.3% of RFB

1.25to lessthan1.50 | 60% of RFB | 60% of RFB 60.3% of RFB
1.50 to less than 2.00 | 50% of RFB 40% of RFB 83% of RFB | 45.9% of RFB
2.00 and above 30% of RFB | 20% of RFB | 50% of RFB | 25.8% of RFB

Source: Merza (2011)’Qil revenues, public expenditures and saving/stabilization
fund in Irag’, IJCIS, Volume 5 Number (1), The weights are the plateau
production targets (PPTs) of the contracts.

dgaxll 4 (R-Factor camaill Lig il (uedll cibaddl JI kil aie
Second First Round cpasesdl 3 g dblial ailly Slad) e odsY)
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el Joanll 2l die cudind A juad) o SN o Cuuliad) e
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4.:-_9‘2\ CNVsall 8 agtall gaand Jag il aal s 63 (7)) el 8 157
(7) Sadl) 30 181 (o 4l il LS ccaa) Jas Tl
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Lalai®¥) cluhyall o) - galuai®) anilly Jalaill 8 Jastll Jon ¢ (g5k3 dgans 00
dlas ol e 5l Lgh Ln Jasetl) e glal) Qe G as duldan
Y gl sl "l Bilse Jlea) (a0 5ES Gl Ay A Jagely ganiagal
i) eond Tata ey o ) o sasly cadalls Asiil) o dusale dapy i
IS Gle palie¥) oS ¥ AL Jgiall Jasetl) Laily JAGN Jasiill aadl Y U
de ae Al Joa A5lke @ aladin) maay Euan cdandill 8 83)lg9 83l
o L e L3l 3 5Lay) JBY) 8 ) el (San e ) Sl
lgiexdin) (Ghandi & Lin cpdlsall i) uhal Y paif ey ageall L
il o(7) doadl) 8 dendd) agial L8] & Cilaslaally lblall aliadl aalS
lole ladgas ezl Zuhyl of (e a2 il 12017 3 83852014 8 @i 8
pelly OIS Cuilsal o S5 Yy AL o i o i Ll V) sl (Llad
(Abstract «asle & 35 2l Laad (a1 agaell juin o Sy Leails ¢
Pk e Al o3

“We develop a dynamic model of oil production and well drilling to analyze

the economic efficiency of oil contracts. As technical service contracts, buy-
back contracts, and production sharing contracts each impose different sets
of constraints, our theory model suggests that it may be possible to increase
the efficiency of one type of contract by combining it with features of another.
We apply our model to the Rumaila oil field in Irag, which is under

development through a technical service contract" ”.

4 Ghandi, A., Lin, C. (2014) ‘An Analysis of the Economic Efficiency of
Iraq’s Oil Service Contracts’, a working paper, Institute of Transportation
Studies, University of California at Davis, Iraq_TSC_paper.pdf, downloaded
11 April 2015.
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"... for clarity purpose, R-factor is a progressivity measure, works similar to
that applied in income tax systems, not as the author considers it as escalating
clause, which is a form of indexation measure applies (particularly in project)
as safeguard against cost inflation.’

@l escalation clauses cxwaill Jag s of b aalydll gl o
Al slatig ¢ add g Ll Alle & R-FaCtor o ddle Ll Gl paailly
Doyl el saladinl Cun ) Aale Bae 8 Gaily cilaladiial Bae G (e 2aly
a2l .R-Factor ik L (uly seeaill 3k s3e Jyad apal sa " aaeal
jg;ﬁhthﬂc;@t@\J¢2hﬂb§ﬂuyamﬁ¢weggy\mzdﬂ¢H
Basra gas «padl kb A& s e lege Ve el e
die A QLS (e (7) daadl) (& 4l il Guaas b Jad (s3ls «Company
pad Y el 13gd Al ands Ay & Jladt (S 4ty WSy A5 020
- X-Factor” « juas il 8 lgle dﬁ ik aadnnd Lils (R-Factor dish
Gl Log) diall (8 iaVly Jhal) cpilall Gacas 5 8,891 ikl 028
goiall (IRR ¢ A3 wilad) Jaee ladtl Loy (&) dpppually pla1) 5L e
Y spadl Hle Z\S)&izcg‘))si‘qu .MBJJMZ\JJ;LA@EQAZ\;M
A0 Al Al sl Glua s )y R-Factor daph asiid
Alall Jare Clas aaian Allg X-FACLOr d2yka Lailg cdins JSI cp g piall A sall
dae aad il Gty Caad g .z Y1 gy e 2l Aiw JSTCIRR ()
(7) Sl b Capantl i criaay Aubyall 038 Bpad) e S35

> Merza (2012) ‘Pricing and Profitability in the Gas Deal of Southern Iraq:
Preliminary Evaluation’, MEES, Energy and Geopolitical Risk, Vol. 3, No.
9, October.
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Loy aaliall Galyiel o 3 sam Gllal L sgaal) Calide 3 asly IS addiose el
liaslie A 3l Slad 1385 . adaail = escalation dalS alaiiul A 4y asi
Sloa) Al oda (Kl aldaziad) e e g eaY) Jen ddleall clilal)
plaiiuls 8)9 palls escalation el oy Lo la (uld acld uly nds
bl 4l ad (g3l caall s (sAllg canls
dadill agie (A bonuses il (4)
& Dy Al miallg ddbidall CallSall Jga 1g3)S0 dale daa e xalyall (i jiag
reb Lo S Cua cdeadl) agie Al
The author considers "bonuses” as recoverable supplementary cost (p. 153).
There are three remarks worth making on this matter: I- there are no bonuses
in the MoO service contracts; there is only one-time signature bonus; I1-this
signature bonus is contractually non-recoverable; Il1- probably, the author
relied on old pre-signing information on first bid round contractual terms
when signature bonus had very different specifications (in magnitude and
status) that generated, at that time, tense parliamentary debate, known
publications and even a legal case was filed before the Federal Supreme

Court, all that eventually led to significant changes when contracts were
signed.”

ade Gl Lo o Suall L dale dles 3 )5 Lo aalill Jead Lag
U b QU ays s et Lee ST ALl ogunlly "Aandl) s
«Ghandi & Lin (2014) «s3/ joleasy (uliidY/ ia (o srng": L W 153
S ot gy DS o g sinad (Ailanslyg i) o GV L A pall Gl )
clapey AllY) A CllSsy AdsY) miall) LlaSil (ST gasind pa
i€ A sl ey " LibaS 20l (PlS e (bONUSES, demining, etc
el paall drsa W ple OS5 asiel) B ayy WS mially cadlSall s
823a7 89 pually (era Db (WLEY) 28 & chONUses
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A At Y Qe (e dasdl) ysie B Jlial agsi Ja (5)
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The author claims that Iraq is, contractually not obliged to compensate
10Cs for "production curtailment” effects (p. 205). Actually, the signed
contracts refute such claim and, on the contrary, provide clear modalities on
how to address the consequences of such sovereign prerogative on the related
I0Cs".

2sdell’ o dale s S malill o Gl 138 e iy oSl
Eoagalls (3l Lgad Baaaa dlga I HLEY) (e ¢ Signed contracts Ledsel/

b 3ana Bale ) 205 o (B QSN e (8) Jeadll adn e dilaal) B
O 3 0 12.5 Bald) s e gmsally (e cdphaiill Gl ill ) Algall 2gae
zWY) (mss Lgd (ROC) Lal 5l aadiind ligyls cllia (o salal) sda i
R- weaill dagps gl Calaly alany L Jac) Jolaall (migail dala (593 (e
D LY Al cileanliny SN (e A3l cliawanlly sl Lok (Factor

:(Technical Service Contracts «iuall dexall ase Jida () 12.5 Balall ©

‘ROC [Ministry of Oil] shall have the right to review the proposed or target

level of production in respect of any proposed or approved annual Work

Program and may, with reasonable justification and upon written

notification, require contractor or operator to increase or decrease the rate

of production of Contract Area for any of the following reasons:

(a) To avoid material damage to reservoirs,

(b) To minimize associated gas wastage, provided however ROC shall, at all
times, use best endeavours, to take all associated gas,

(c) For safety consideration,

(d) For operational consideration,

(e) For imposed government curtailment, and,

() For curtailment due to failure of Transporter to receive Net Production
at the transfer point through no fault of Contactor or Operator.

In case of reduction of Crude Qil is applied as per article 12.5 (e), ROC

shall apply such reduction in non-discriminatory manner to all of its

affiliates...

Ministry of Oil, MoO (2009) Technical Service Contract for the .... Field

between Iraqi Ministry of Oil (ROC) and...), pp 25, 26.
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signed  dedsel/ Jséel" oSa3 (M) Blanll Jils (e cARlid) dndiall 26 Cialgl)
SUPPOrt it) 4 Guly 4dl cuad Lo ug ((€) sl wlilly «('contracts
.(rather than refute it
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"The author concludes, based on value added estimation and state budgets,

upstream petroleum development had contributed to provincial disparities in
standard of living in favor of provinces ""south of Baghdad to Basra” and

in ""Kurdistan Region” against the "upper-middle” provinces (pp. 277-
280) "

oLl ) litelf ddalil) g adls Alasl) (Faall) dilsy (il Joadl) 138 8 sl
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‘In this regard, it appears the author had overlooked important matters that
had contributed to this state of disparities. First, security conditions due to
Daesh effects had impacted negatively the execution of petroleum project in
the "upper-middle provinces... Seconds, Daesh also destroyed oil, refining
and power generation facilities in these province... "
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“But what is surprising are his views, when addressing 2016 IMF memo, that
Irag might be compelled to take measures including "amending current MoO
oil agreement to PSCs” (P. 418] .
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“One of the strong, and correctly so, propositions that are highlighted
throughout the book is the importance of structural diversification for
sustainable development and to combat rent trap. ... But again, the
author proposes a complete opposite policy initiative by calling to
construct refineries outside Iraq for using lIragi crude oil in the
consumption centers (p. 22 and p. 472), citing Kuwait and Libya as
examples!”
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1 believe, the third amendment answers many of his concerns and, thus,

it is imperative to consider this third amendment when debating
decentralization issues .
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