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Anna Zayer

Exploration for oil and gas now everywhere in the world.
I live now in the north of Iraq, in autonomous Kurdistan, after three years in Baghdad. The Kurdish parliament adopted a Petroleum Law in August 2007, based on the new Iraqi Constitution of 2005. The Iraqi parliament in Baghdad looked set in the Spring of 2007 to adopt the national Oil & Gas Law, but in the end it did not so. We are still waiting. 

My first investigation in Kurdistan was about the most important American advisor of the Kurdish government, former diplomat Peter Galbraith (see our newspaper's website,  www.newsabah.com, you can find my articles in English there). 

P. Galbraith wrote a book "The End of Iraq" (2006). He promoted the idea to split up Iraq in three republics: a Kurdish entity in the north, a Sunni one in the middle, and a Shi'ite one in the South. "There is no solution for (heavily mixed) Baghdad" he said, a city of 6 million people. This book first made me furious. Then I found that prominent Democrats in the USA, such as the running mate of Barack Obama, Joseph Biden, and Hillary Clinton, were embracing this idea of dividing Iraq. Then I realized that it was already happening. 
As a consultant paid by United Nations, Galbraith had been for years the main negotiator for Timor Leste (East Timor) in its negotiations with the Australian government, see my article Peter Galbraith, The Bulldozer from East Timor. 

He was a disaster as a negotiator, see the book of journalist Paul Cleary, "Shakedown". To put it bluntly, East Timor would have gotten only 3 (or 8) billion dollar over some 20 years for its oil and gas if Galbraith had decided; after the East Timorese leadership kicked him out of the talks, they achieved 24 billion $ over 20 years.
The reasons why he was a disaster in East Timor, explained why his advice could become a disaster in Iraq/Kurdistan too: an unrealistic belief in the "decency" of western oil companies and their governments, a misplaced confidence in the rule of law in countries like Iraq, no "feel" whatsoever for politics in new oil democracies, his focus on oil income instead of  creation of jobs, his lack of contacts with civil society, his uncontrollable role as consultant.
The Kurdish Regional Government (KRG) didn't inform the parliament – and thus the people - properly:

· 1.no explanation about the law itself, and the Model Contract with Foreign Oil Companies, which are very technical texts, with a lot of "legalese" (technical legal language)  EXAMPLE ART 26.4 AND 26.5 OF THE Model CONTRACT, calculating the "R-factor"

· 2. no explanation about the Foreign Oil Companies – who are they? Small companies?  (see MAP)
· 3. no explanation about contracts concluded before the Petroleum Law was adopted (such as with DNO from Norway) 
· 4. no comparison was given with other Production Sharing Contracts (PSA's)  in other countries – it is only by comparison that you understand if your govt made a good deal – in this particular junction of World Oil History (high oil prices, a lot of competition between countries to attract investors) and National Oil History (Iraq is being ruled by Shi'ite parties, under a de facto US occupation, never before has there been any development of Kurdish oil and gas fields)
A barrel of Kurdish Oil during the exploration stage (first five years);
the minimum % the oil company will get is 36% + (13% of 54% = )  7%, total 43%; 
the maximum 49,5% + (18% of 40,5% = 7,2%, total 56,7%

So, how the Minister of Oil can say that basically the KRG will get at least 80%?

	Royalty 10%                       

	Cost Petroleum 36-49.5%


	Profit Petroleum 54-40.5 %

To be divided between

-FOC 13-18%
-KRG 87-82%

	Other payments to KRG

	Optional: 5-25% going to 

Kurdish state company 


Other payments: signature bonus, annual lease of land, capacity building bonus (training Kurdish employees), environment fund, 
Realistic example for DNO: 30.000 barrels per day, one year
If exported through the Turkish pipeline, DNO gets the international market price, let's say 100 US $ (local price now said to be 30-40 $)
Turnover:
30,000 barrels   x   100 US $ x 360 days = 
1080 million US $, 1,08 billion US $

DNO gets:

43% of 1,08 billion US $ =  464 million US $ (all costs paid)

56,7% = 612 million US $

KRG gets:
The KRG has to share its income with Baghdad, it will get around 17% based on population figures
17% of (1080 – 464 = ) 616 million = 104     million

17% of  the royalties                             18,36 million 

(17%  x 30,000  x   100 $  x 360 x  10% = ) 

Total                                                     122,36 million
or 
17% of (1080 – 612 =) 468 million = 80       million 

17% of the royalties =                         18,36  million
(17% x 30,000  x 100 $ x 360 x 10%)

Total                                                     98,36 million
Multiply this by 33 wells/companies (KRG wants to reach one million barrels per day):
· FOCs get 33 x 464 million = 15,312 million US $, or

· FOCs get 33 x 612 million = 20,196 million US $

· KRG gets 33 x 122,36 million =  4,037 billion $

(and Baghdad 19.71 billion) 

or

· KRG gets 33 x 98,36 million = 3.245 billion $
(and Baghdad 15.843 billion $)  

· 5. no information was given about the foreigners who wrote the Petroleum Law and the Model Contract (the Peter Galbraith Story)
· 6. the Law gives a lot of power to the Minister of Oil to apply, change, waiver, omit paragraphs of the Model Contract, but….    There is no proper Ministry of Oil, the Minister seems out of country most of the year, his spokesman doesn't reply to requests for information despite provisions in the Law that the govt must provide answers, the website www.krg.org  doesn't provide the most basic information, not even the definite Petroleum Law 

· 7. an independent commission was supposed to be established that would have to approve any new contracts with FOC's – nobody (?) knows if it really has been established, who is on this committee

· 8. Kurdish state companies were supposed to be established to share in the exploration, production and marketing of oil and gas; we don't know if they have all been established, and what is their address in the capital Arbil
· 9. All contracts are secret and a copy is not even handed over to the Baghdad central government that is supposed to share in the future in the income from these contracts, just like the Kurds are sharing now in the oil income and budget  of the central government. This is justified by the "fact" that the FOC's consider them a business secret, the KRG says – but oil and gas will have to provide 90 % or so of the Kurds income in the future ("Kurdistan will become the Dubai of Iraq", around 1,2 million Kurds are on the payroll of the government). It is uncertain that the FOC's insist on the secrecy, because hundreds of PSA's in the past have been made available to economists and other researchers, e.g. to University of Oxford. See a study called THE RESPONSE OF OIL CONTRACTS TO EXTREME PRICE MOVEMENTS, by Kirsten Bindemann

In addition to this, the Kurdish media didn't try to compensate for this. 

Iraqis' world view on oil stuck in the 1970's (The Seven Sisters, etc.) 

Most Kurdish journalists cannot search with English keywords on the internet.

Most journalists are afraid. Some are nationalist and want to protect the KRG against "Baghdad".
Kurdish top journalists try to convince me not to write about  the oil contracts.
I cannot work with Kurdish journalists (nationalists, party members).

Nevertheless, when I package the information in a pro-Kurdish way, they publish it without any problem.

The central government didn't publish any details like the KRG did, so situation worse.
Look at what the US govt managed to "know". (EIA file)
Most important sources:

www.krg.org
www.upstreamonline.com and similar websites specialised in daily news about oil/energy

wikipedia has a project called oil megaprojects
oil company websites (esp those active on stockmarkets)

information officers non-involved oil companies (Wood McKenzie, Aberdeen)
lawyers of oil companies in Kurdistan

service sector companies active around the oil fields (e.g. Ivanhoe)

glossaries of technical and legal oil terms can be found on several company websites, see also wikipedia.org

researchers (Google Scholar)

NGOs, development aid orgs, LexisNexis

Trade union members from the ol sector

Relatives!

Other foreign journalists active in Kurdistan

