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Article 15 of the Kurdistan Oil and Gas La revenues from current and future fields
will be subject to regular independent audit and available for public viewing, and
the Kurdistan Oil Trust Organization shall discharge its responsibilities consistent
with the Principles and Criteria of the Extractive Industries Transparency Initiative
(EITI)

KRG CONTRACTS

Under the auspices of the 2005 Iraqi Constitution, the Kurdistan Parliament passed
an oil and gas law in 2007 to support the development of the region’s
hydrocarbons. This legal framework supports a fair and transparent investment
environment and establishes production-sharing contracts that balance the risk and
reward of investing in the Kurdistan Region.

PSC's Signed :

There are original copies of the signed contracts and amendments of the 42 Fields
in Kurdistan .
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Kurdistan Regional Government

SAT, 14.0CT 2017 018 Ertill GMT +3

Home News

Talisman LOR - 26/07/2011

91 199 J04dd

Tor Tk GOVERNMENT OF THE KURDISTAN REGION OF IRAQ {the “Govemment”|

By: TALISMAN (am K’) BV, o limaed liabiliy company (Besbaten Vennootschap met
Deperkte oansprokefiitherd) establshed and existing under the laws of The Nethedands,
whose registered office 1s ot Atrium Buldng, Strawnskylan 3159 1077, 20 Amsterdem,
[ho Netherlands (the "Company”|. and

TALSIMAN ENERGY INC. , » combration incorporated Lnder the federl laws of Canada
(“Tausma Eneney”)

Dite! . 4 -1

This Letter of Representations and Warranties (this "Letter”) is provided by the Company
and Tallgman Energy to the Government (a) In respect of an Assignment and Novation
Agreemant (the “Colwyn Assignment) between the Company and Colwyn Investments
Liruted [*Colwyn’] in regard 10 a Production Snaring Contract between the Government,
Cobwyn, and the Compary in respect of the Baranan contract ared {the “Contrat”, (b} n
respect of the Assignment, Novation, and First Amendment Agreement between the
Govarnment, Murphy Baranan Il Co, L1d,, and the Company (the "TP Assignment’), and (c|
I respect of a Guarantée of Murphy O1l Corporation and Talisman Enérgy (the ‘Guarantee”|




Model Production Sharing Contract

Ministry of natural Resources Publishes the model of Production Sharing contract
in its website .

PRODUCTION SHARING CONTRACT
| | BLOCK
KURDISTAN REGION

BETWEEN

THE KURDISTAN REGIONAL GOVERNMENT OF
IRAQ

AND

.4

13



How Production Sharing contracts works:

This diagram shows how the KRG's production sharing contracts work.

How Production Sharing Contracts Work

Total oil produced

v

Operations oil = » 10% GOVERNMENT ROYALTY

Net available oil
1

UNUSED COST OIL ADDED BACK TOPROFITOIL #* % Total Profit Oil
“ sharing based on a range of a 30/70% split to a 15/85% split
Cost Recovery Oil 15% I o
up to 40% of ¢ +
net available oil
PS
(gross) ™ i
W 12%
4 Ol profit split based on the Forsign KRG
factor ‘R’ (cumulative revenue public
ross col
divided by cumulative cost). L ) PPNy
Typically, when R reaches 2, the
profit split will be 85/15% in fa- v 7.2% 9.6% 24% 4.8%
vour of the Kurdistan Regional
Government (KRG). Foreign S — KRG
contractors social
#Applicable to most contracts net retained programme

Expert independent legal opinion

In 2008, the KRG received an expert independent legal opinion concerning the KRG’s
constitutional authority to manage the Kurdistan Region’s oil and gas resources. The KRG
asked for a formal independent legal opinion from Professor James R. Crawford, a professor of
international law, through Clifford Chance, a multinational legal firm. Professor Crawford
concluded, “The Kurdistan Region Oil and Gas Law is consistent with the Constitution of Iraq”.

14


http://mnr.krg.org/images/pdfs/James_R_Crawford_Kurdistan_Oil_Legal_Opinion_English__2008.pdf
http://mnr.krg.org/images/pdfs/James_R_Crawford_Kurdistan_Oil_Legal_Opinion_English__2008.pdf

CLIFFORPD
CHANOER

SoUN I LY LA GuDte o

T0-40297542 29 Jaruary 2008
et o
207 (06 #A00

H.E. Necharvan Barmani

Prime Miister

Kurdistan Regional Government

Ernil

Kurdistan Regica - Irag

Regublic of Irag

Dear Prime Minker

1 am plased %0 enclose with this lotser a formal legal Opilon on The Autharity of the

Kurdisan Regional Governmsest over 06 and Gas uader thy Cogstmation of brag by Professor
lumes Crawford, SC, FBA, LLD.

This Opinon confirms the constiastional authoriy of the KRG 10 marage the oil and gas
resousees of the Keedistan Region as set cut in the Oil and Gas Law of the Kurdisun Reghoa
- Iraq (Law no. 22 of 2007), which is in full conformity widh the Constitstion of Irag

Caonversely, fe Opinie makes clear @ant the draft Oil and Gas Law of the Republic of Irag,
propoeed o 15 February 2007 but never enacied, deparss significantly and in many respects
from the Comsimtion, and would @erefore by operation of tie Constistion de vold in that
form, or In sy similar erms dat &I sot coafiem 10 the spplicable provisons of Trag's
Comstitution

In acoordsnce with your instrucoons, armngements are delsg made o peblish Professor
Crawfoed's Legal Opinion.

Phease va./v( the assygnces of my Highest rgands,
= P

Jevemy P Carver, CBE
Head of Inmersstional Law

» namtt - 1 AN 4 i 13 MG o P SCH 4 s B T RO =
A T VO R 147 % A MY D6 SOMBATAAT 8 SRR TN MG SASCANCNL S LA ) AT

Monthly Reports

These reports contain monthly figures for production, refining, rig and well
drilling counts and activity, latest employment statistics and PSCs. Reports
from December 2013 also contain Iraq domestic consumption vs. KRG
domestic consumption; and production, exports and refining for previous
years since 2003.

15




* Production Figures

* Domestic Fuel Consumption

* Export Figures Issue 4

* Refining Figures
* Well Activity January

* RigC t
e L;Ees‘::':nployment Statistics 20 14

* PSCs Update

MNR MONTHLY REPORTS: OCTOBER 2013, MONTHLY REPORT:
NOVEMBER 2013, MNR MONTHLY REPORT: DECEMBER 2013 ,MNR
MONTHLY REPORT: JANUARY 2014

Monthly Export Reports
Each export report from June 2016 contains oil sales and consumption, price
per barrel achieved, incoming and outgoing financial flows, and total net
income received by KRG.

October 2016 , September 2016 ,August 2016 ,July 2016 ,June 2016

Each monthly export report up to May 2016 includes storage and export
summaries, deliveries to SOMO, daily averages for the month and daily
volumes.

May 2016 ,April 2016 ,March 2016 ,February 2016 January 2016
,December 2015 ,November 2015 ,October 2015 ,September 2015 ,August
2015 ,July 2015 ,June 2015 ,May 2015 ,April 2015

Annual Reports

1- Production report by field and by operator, from January 2015 to September
2016

2- Oil Production, Export and Consumption Report 2015 (including export
revenues)

16


http://mnr.krg.org/images/monthlyreports/EXPORTs/KRG_MNR_October_2016_Oil_Export_Report.pdf
http://mnr.krg.org/images/monthlyreports/EXPORTs/MNR_Oil_Production_Export_Monthly_Overview_September_2016_.1.pdf
http://mnr.krg.org/images/monthlyreports/EXPORTs/KRG_MNR_Monthly__Oil_Production_Export_Revenue_August_2016.pdf
http://mnr.krg.org/images/monthlyreports/EXPORTs/July%202016%20Monthly%20Overview.pdf
http://mnr.krg.org/images/monthlyreports/EXPORTs/MNR_Oil_Production_Export_Monthly_Overview_June_2016.pdf
http://mnr.krg.org/images/monthlyreports/EXPORTs/KRG_MNR_May_2016_Crude_Oil_Export_Report.pdf
http://mnr.krg.org/images/monthlyreports/EXPORTs/MNR_KRG_April_2016_Oil_Export_Report.pdf
http://mnr.krg.org/images/monthlyreports/EXPORTs/KRG_MNR_Monthly_Export_Report_March_2016_2.pdf
http://mnr.krg.org/images/monthlyreports/EXPORTs/February_2016_Monthly_Export_Final_3.pdf
http://mnr.krg.org/images/monthlyreports/EXPORTs/MNR_Monthly_Export_Report_January_2016.pdf
http://mnr.krg.org/images/monthlyreports/EXPORTs/MNR_Monthly_Export_Report_December_2015_12.pdf
http://mnr.krg.org/images/monthlyreports/MNR_Monthly_Export_Report_November_2015.pdf
http://mnr.krg.org/images/monthlyreports/EXPORTs/October_2015_Monthly_Export_Report_MNR.pdf
http://mnr.krg.org/images/pdfs/Sept%20Monthly%20Export%20Report%20ENG%20updated.pdf
http://mnr.krg.org/images/pdfs/EXPORTs/2015.09.03%20August%20Monthly%20Export%20Report%20Updated.pdf
http://mnr.krg.org/images/pdfs/EXPORTs/2015.09.03%20August%20Monthly%20Export%20Report%20Updated.pdf
http://mnr.krg.org/images/monthlyreports/2015.08.03_July_Monthly_Export_Report.pdf
http://mnr.krg.org/images/monthlyreports/2015.07.02%20June%20Monthly%20Export%20Report%20ENGLISH.pdf
http://mnr.krg.org/images/monthlyreports/May%202015%20Monthly%20Export%20Report.pdf
http://mnr.krg.org/images/monthlyreports/EXPORTs/April%202015%20-%20Export%20Report%20-%20Compressed%20Final.pdf
http://mnr.krg.org/images/pdfs/Kurdistan_Oil_Production_Field_Operator_2015_2016_1.pdf
http://mnr.krg.org/images/pdfs/Kurdistan_Oil_Production_Field_Operator_2015_2016_1.pdf
http://mnr.krg.org/images/pdfs/Production_Report_2015_WEB.pdf
http://mnr.krg.org/images/pdfs/Production_Report_2015_WEB.pdf

This report contains data on crude oil production, refining, local consumption,
export and revenues in the Kurdistan Region for the year 2015. It also includes
information on the Region’s pipeline infrastructure, the status of exploration
blocks, and the composition of the workforce in the Region’s oil and gas
sector.

3- Production, Export and Consumption Report 2014

4- Production, Export and Consumption Report 2003 to 2013

5- MNR Account Statement 2014

6- MNR Financial Report 2007 to 2013

(Figures for 2013 revenue from production, local sales, refined products sales;
bonuses and capacity-building support derived from PSCs; MNR operational
expenditures and overheads; funding of KRG and governorates projects; costs

of diesel, kerosene and benzene. It also contains comparative earnings and
expenditure from 2007 to 2013)

ANNUAL FINANCIAL REPORT 2013
S

Independent Auditors
Deloitte (Oct 2016)
Ernst & Young (Nov 2016)

The two firms will audit all aspects of the oil and gas industry in the Kurdistan
Region, including production, exports, sales, internal use, refineries, and
bonuses.

17


http://mnr.krg.org/images/pdfs/Production_Report_2014_WEB.pdf
http://mnr.krg.org/images/pdfs/MNR_Production_Report_2013_1.pdf
http://mnr.krg.org/images/pdfs/MNR_Account_Statement_2014_1.pdf
http://mnr.krg.org/images/pdfs/MNR_Financial_Report_2013_1.pdf

REFUGEE AID

on 29 August 2014 the Ministry of Natural Resources broadened the Kurdistan
Oil and Gas Humanitarian Initiative (KOGHI) to include assistance to the new
refugees and internally displaced persons (IDPs).

KOGHI was originally launched in September 2013 by Minister Ashti
Hawrami at a meeting with the oil and gas companies operating in the

18


http://mnr.krg.org/index.php/en/refugee-aid

Kurdistan Region, with the aim of providing humanitarian relief from the oil
industry to refugees from the conflict in Syria. The KRG is grateful to the oil
operators and services companies that contributed to that initiative, providing

$15 million dollars in aid donations.

¢
A
3

KOGHI

Kurdistan Oil & Gas Humanitarian Inifiafive

HEALTH SAFETY ENVIRONMENT
LOCAL CONTENT

- transfer of scarce skills from experienced expatriate staff to nationals

- surveys and training programmes, enforcing immigration control and reducing
the hiring of low skilled expatriates

- capacity building programmes (scholarships).

COMMUNITY SUPPORT RELATIONSHIP

local development and corporate social responsibility

Oil companies in the Kurdistan Region engage in corporate social responsibility
programmes in two ways :

19


http://mnr.krg.org/index.php/en/the-ministry/health-safety-environment
http://mnr.krg.org/index.php/en/the-ministry/community-support-relationship

capacity building payments

self-funded CSR projects

LICENCES AND ENE

I LICENCES AND ENERGY INFRASTRUCTURE
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Federal hydrocarbon law

The Kurdistan Regional Oil & Gas Council

The Kurdistan Oil & Gas Revenue Fund Law

Kurdistan Oil Exploration & Production Company (KEPCO)

Metallic Minerals & Mining Law
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Extractive
Industries
Transparency
Initiative

The EITI is the global standard for the good governance of oil, gas and mineral
resources.

When implemented by a country, the EITI ensures transparency and accountability
about how a country's natural resources are governed. This ranges from how the
rights are issued, to how the resources are monetized, to how they benefit the
citizens and the economy.
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Aim of the EITI

The EITI seeks to strengthen government and company systems, inform public
debate and promote understanding.

In each of the implementing countries, the EITI is supported by a coalition of
government, companies, and civil society

GOVERNMENTS

EITI
STAKEHOLDER
GROUP

CIVIL SOCIETY COMPANIES

The EITI Standard requires countries and companies to disclose information on the
key steps in the governance of oil, gas and mining revenues
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THEEITISTANDARD

Licenses & Monitoring
contracts production
Licensing
information

Production

State data Companies Government
ownership discloses discloses
Contract bayments receipts
transparency Transit
(encouraged) payments State owned

Beneficial
ownership
(encouraged)

A national multi-stakeholder
group (government, industry
&civil society) decides how
their EITI process should work.

Facts

(encouraged

Revenue
distribution

Taxcollection

enterprises

EITI

Government revenues and
company paymentsare
disclosed and independently
assessed inan ElTl report.
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Expenditure

o,9®
management ..‘

Transfers to
local government

Socialand
infrastructure
investments

0.©
The findings are communicated
to create publicawareness
and debateabout how the

country should manage its
resources better.




2002 Tony Blair announces the
launch of the EITI

2004 G8 endourses EITI

EITI Board
ﬁ established.
Peter Eigen
appointed as Chair

2007 EITI International Secretariat
established in Oslo

2008 EITI Validation process agreed

2009 EITI Rules agreed and first
Validations undertaken

20M - Rt. Hon
P Clare Short

\ becomes Chair

2012 100th EITI Report is
published

2013 EiT| Standard
replaces the EITI
Rules moving
requirements far
beyond revenue

transparency

2014 200th EITI Report is
published

2016 EITI board agrees new
beneficial ownership
disclosure
requirements.
Fredrik Reinfeldt
becomes Chair

3.5 billion people

live in countries rich in oil,
gas or minerals. With good
governance and transparent
management, the revenues
from extractive industries
can have a transformational
impact.

2.3 trillion dollars’

worth of revenues disclosed
to date.*
*{estimates from 332 fiscal years)

341 fiscal years

covered in EITI Reports.
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5 2 countries implement the EITI

ST
& SRQS
o RO I

3B

o

Implementation Status

. Yet to be assessed against
the 2016 Standard

. Satisfactory progress
. Meaningful progress

D Inadequate progress/
suspended

EITI Standard

The Standard is composed of two parts. Part | deals with the implementation of the
Standard and part Il deals with the governance and management of the
international EITI. Find an overview of the Standard below, including links to
more information.

Part I: Implementation of the EITI Standard
1. The EITI Principles
2. EITI sign up

3. The EITI Requirements
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https://eiti.org/standard/principles
https://eiti.org/implement-eiti
https://eiti.org/standard/requirements

4. Overview of Validation

5. The protocol “Participation of civil society”
6. The EITI Open Data Policy

7. Articles of Association

8. EITI Openness policy

9. EITI Constituency guidelines

10. Association Code of Conduct

EITI Requirements

EITI Requirement 1

Oversight by the multi-stakeholder group
EITI REQUIREMENT 2

Legal and institutional framework, including allocation of contracts and licenses.
EITI REQUIREMENT 3

Exploration and production

EITI REQUIREMENT 4

Revenue collection.

EITI REQUIREMENT 5

Revenue allocations.

EITI REQUIREMENT 6

Social and economic spending

EITI REQUIREMENT 7

28


https://eiti.org/validation
https://eiti.org/standard/cso-protocol
https://eiti.org/standard/open-data-policy
https://eiti.org/node/4853
https://eiti.org/node/7238
https://eiti.org/node/3532
https://eiti.org/node/4846

Outcomes and impact.
EITI REQUIREMENT 8
Compliance and deadlines for implementing countries.
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Timeline

|raq Last updated December 2016

® Government expresses

: ¢ Secretariat review
intent to commit

Government announces o )
: ¢ Validation report sumitted LR,
commitment ¢ Validation commences

0Candidature application \ Designated Compliant

submitted country
’ Becomes Candidgte Adapted implementation
couny requested
I MSG formet Adapted implementation
approved
i

008 2000 2010 2011 2012 2013 M4 215 261 M7 M8 2019 200
2014 ElTI report published

2013 EITl report pyblished

2012 EITl report published Deadine for next ENI

2011 EIT Report includes Report
mining sector
2010 EITI Report discloses
increasein oil export

revenues
| 2009 EITI Report includes

production figures

*
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Iraqg ETI MSG Group

e The IEITI Chair

e The Secretary of the IEITI

e Three government representatives

e Three international oil company representatives
e Three national oil company representatives

e Four civil society organizations representatives
e Two ‘monitoring’ agencies

e Two trade union representatives
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