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INTRODUCTION	
  
	
  
This	
  edition	
  of	
  the	
  IOFD	
  monthly	
  brief	
  explains	
  the	
  significance	
  of	
  a	
  new	
  data	
  point	
  added	
  to	
  the	
  
spreadsheet:	
   the	
   'Additional	
   payment	
   or	
   loan	
   to	
   the	
   KRG'.	
  We	
   also	
   look	
   at	
   the	
   impact	
   of	
   the	
  
protracted	
  outage	
  of	
   the	
  KRG's	
  export	
  pipeline	
  and	
  contemporaneous	
  cessation	
  of	
   flows	
   from	
  
North	
  Oil	
  Company	
  (NOC)	
  operated	
  oil	
  fields,	
  and	
  how	
  the	
  KRG	
  has	
  dealt	
  with	
  these	
  shocks.	
  	
  
	
  
WHAT'S	
  NEW	
  IN	
  THE	
  IOFD	
  IN	
  MARCH	
  
	
  
The	
  only	
  new	
  data	
  point	
  we	
  commenced	
  tracking	
  in	
  March	
  is	
  cell	
  87A	
  on	
  our	
  2016	
  spreadsheet:	
  
'Additional	
  payment	
  or	
  loan	
  to	
  the	
  KRG'.	
  This	
  reflects	
  a	
  $150	
  million	
  loan	
  from	
  Turkey	
  to	
  the	
  KRG.	
  
This	
   loan	
   was	
   widely	
   reported	
   in	
   the	
   press	
   at	
   the	
   erroneous	
   figure	
   of	
   $200	
   million.	
   In	
   an	
  
interview	
   with	
   Iraq	
   Oil	
   Report,	
   KRG	
   Deputy	
   Prime	
   Minister	
   Qubad	
   Talabani	
   confirmed	
   the	
  
amount	
  was	
   $150	
  million	
   and	
   characterized	
   it	
   as	
   a	
   "soft	
   loan,"	
   though	
   the	
   precise	
   terms	
   are	
  
unknown.	
  The	
  KRG	
  Ministry	
  of	
  Natural	
  Resources	
  also	
  subsequently	
  published	
  this	
  amount	
  in	
  its	
  
monthly	
  exports	
  report.	
  
	
  
The	
  Turkish	
  loan	
  was	
  linked	
  to	
  the	
  protracted	
  outage	
  of	
  the	
  KRG's	
  export	
  pipeline,	
  which	
  lasted	
  
from	
  Feb.	
  17	
   through	
  March	
  11.	
  After	
  payments	
   to	
   IOCs	
   (see	
  cells	
  93E,	
  94E	
  and	
  95E)	
   the	
  KRG	
  
was	
  left	
  with	
  $521	
  million	
  in	
  cash	
  from	
  oil	
  revenues,	
  trader	
  pre-­‐payments	
  and	
  loans	
  to	
  support	
  
its	
   budgetary	
   requirements	
   (not	
   included	
   in	
   this	
   figure	
   are	
   non-­‐oil-­‐related	
   revenues	
   from	
  
customs,	
  electricity	
  tariffs	
  and	
  other	
  sources).	
  The	
  $521	
  million	
  figure	
   is	
  more	
  than	
  double	
  the	
  
$233	
  million	
   figure	
   from	
   February,	
   and	
   is	
   attributable	
   to	
   both	
   the	
   Turkish	
   loans,	
   and	
   a	
   sharp	
  
month	
  on	
  month	
  uptick	
  in	
  oil	
  prices,	
  that	
  served	
  to	
  partially	
  mitigate	
  March	
  pipeline	
  outages.	
  	
  
	
  
March	
  revenues	
  –	
  even	
  if	
  we	
  assume	
  $144	
  million	
  in	
  March	
  non-­‐hydrocarbon	
  revenues,	
  which	
  
would	
  be	
  in	
  line	
  with	
  2015	
  figures	
  –	
  are	
  still	
  below	
  the	
  amount	
  the	
  KRG	
  requires	
  to	
  pay	
  public-­‐
sector	
  salaries	
  and	
  social	
  welfare	
  (in	
  excess	
  of	
  $800	
  million	
  per	
  month	
  in	
  2015	
  according	
  to	
  KRG	
  
figures).	
   As	
   long	
   as	
   this	
   shortfall	
   continues,	
   the	
   KRG	
   cannot	
   contemplate	
   repaying	
   its	
   debts,	
  
which	
   an	
   Iraq	
   Oil	
   Report	
   analysis	
   puts	
   in	
   excess	
   of	
   $20	
   billion,	
   let	
   alone	
   make	
   significant	
  
investment	
  spending.	
  If	
  and	
  when	
  the	
  KRG's	
  monthly	
  revenues	
  rise	
  above	
  current	
  expenses,	
  we	
  
will	
   view	
   it	
   as	
   a	
   leading	
   indicator	
   of	
   potential	
   economic	
   stabilization.	
   For	
   the	
   time	
   being,	
   the	
  
Kurdistan	
  region	
  remains	
  mired	
  in	
  financial	
  crisis,	
  with	
  a	
  further	
  and	
  sustained	
  rise	
  in	
  oil	
  prices	
  
the	
  most	
  likely	
  way	
  out,	
  given	
  the	
  hurdles	
  associated	
  with	
  meaningful	
  financial	
  reform	
  and	
  the	
  
depth	
  of	
  the	
  crisis.	
  
	
  
KRG	
  PIPELINE	
  OUTAGES	
  AND	
  REDUCED	
  PIPELINE	
  FLOWS	
  
	
  
The	
  Turkish	
  loan	
  was	
  necessitated	
  by	
  the	
  February	
  and	
  March	
  pipeline	
  outages.	
  Notably,	
  in	
  the	
  
15	
  months	
   that	
   IOFD	
  data	
  has	
  been	
   collected,	
   Feb.	
  2016	
   (13	
  days)	
   and	
  March	
  2016	
   (12	
  days)	
  
were	
  by	
  far	
  the	
  worst	
  two	
  months	
  for	
  pipeline	
  outages.	
  	
  
	
  



	
  
	
  

	
  
	
  
The	
  March	
  outages	
  cost	
  the	
  KRG	
  $182.3	
  million	
  in	
  lost	
  revenue	
  from	
  exports	
  at	
  Ceyhan	
  (cell	
  70D	
  
on	
  your	
  IOFD-­‐2016),	
  with	
  the	
  total	
  in	
  lost	
  revenue	
  in	
  Feb.	
  and	
  March	
  combined	
  in	
  excess	
  of	
  $365	
  
million.	
  
	
  
Exacerbating	
   the	
   fiscal	
   pressure	
   on	
   the	
   KRG	
   from	
   the	
   pipeline	
   outage	
   was	
   a	
   decision	
   by	
  
government	
  of	
  Iraq	
  (GoI)	
  to	
  cease	
  crude	
  transfers	
  from	
  NOC	
  operated	
  fields	
  to	
  the	
  KRG's	
  export	
  
pipeline.	
   Since	
   mid-­‐June	
   2015	
   the	
   KRG	
   retained	
   virtually	
   all	
   revenues	
   from	
   approximately	
  
150,000	
  bpd	
  of	
  crude	
  from	
  the	
  NOC's	
  Baba	
  Dome,	
  Jambur	
  and	
  Khabbaz	
  fields.	
  Notably,	
  despite	
  
losing	
  the	
  approximately	
  150,000	
  bpd	
  of	
  NOC	
  crude,	
  KRG	
  pipeline	
  volumes	
  when	
  the	
  pipeline	
  is	
  
operating	
   at	
   full	
   capacity	
   only	
   dropped	
   by	
   approximately	
   100,000	
   bpd.	
   The	
   KRG	
  was	
   able	
   to	
  
make	
  up	
  the	
  additional	
  50,000	
  bpd	
  through	
  a	
  combination	
  of	
  reduced	
  allocations	
  to	
  refineries	
  
resulting	
   from	
   lower	
   diesel	
   demand	
   for	
   power	
   generation	
   (which	
   is	
   partly	
   seasonal)	
   and	
   for	
  
gasoline;	
  production	
   increases	
  at	
  KAR	
  Group-­‐operated	
   fields;	
  and	
   to	
  a	
   lesser	
  extent,	
   increases	
  
from	
  smaller	
  producing	
  fields	
  including	
  Sarsang	
  and	
  Demir	
  Dagh.	
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Iraq	
  Oil	
  and	
  Financial	
  Dataset	
  (IOFD)	
  
Iraq	
  Oil	
  and	
  Financial	
  Dataset	
  reports,	
   Iraq	
  Oil	
  and	
  Financial	
  Dataset	
  downloads,	
  and	
  Iraq	
  Oil	
  and	
  Financial	
  Dataset	
  emails	
  (herein,	
  
collectively,	
  the	
  “Report”	
  or	
  “Reports”)	
  produced	
  by	
  Iraq	
  Oil	
  Report	
  (“IOR”)	
  reflect	
  the	
  analysis	
  and	
  opinions,	
  not	
  the	
  advice,	
  of	
  IOR.	
  	
  
Reports,	
  the	
  copyright	
  and	
  all	
  intellectual	
  property	
  rights	
  of	
  which	
  are	
  reserved	
  exclusively	
  to	
  IOR,	
  are	
  produced	
  for	
  the	
  eyes	
  only	
  of	
  
Reports	
   subscribers,	
   and	
   are	
   for	
   informational	
   purposes	
   only.	
   	
   The	
   opinions	
   and	
   analysis	
   reflected	
   in	
   Reports	
   are	
   based	
   on	
  
information	
  obtained	
  from	
  sources	
  IOR	
  considers	
  reliable,	
  but	
  IOR	
  neither	
  guarantees	
  nor	
  represents	
  the	
  completeness	
  or	
  accuracy	
  
of	
  such	
  information,	
  nor	
  its	
  analysis	
  and	
  opinions	
  based	
  thereon.	
  IOR’s	
  opinions	
  and	
  analysis	
  do	
  not	
  constitute	
  a	
  warranty	
  of	
  future	
  
results.	
   	
   ALL	
   INFORMATION	
   IN	
   A	
   REPORT	
   IS	
   PROVIDED	
   “AS	
   IS”	
   AND	
   ALL	
   IMPLIED	
   WARRANTIES,	
   INCLUDING	
   WARRANTIES	
   OF	
  
MERCHANTABILITY	
  AND	
  FITNESS	
  FOR	
  A	
  PARTICULAR	
  PURPOSE,	
  ARE	
  HEREBY	
  DISCLAIMED.	
  	
  TO	
  THE	
  FULLEST	
  EXTENT	
  PERMITTED	
  BY	
  
LAW	
  IOR	
  WILL	
  NOT	
  BE	
  LIABLE	
  FOR	
  THE	
  QUALITY,	
  ACCURACY,	
  COMPLETENESS,	
  RELIABILITY	
  OR	
  TIMELINESS	
  OF	
  INFORMATION	
  IN	
  A	
  
REPORT,	
  OR	
  FOR	
  DAMAGES	
  OR	
  COSTS	
  OF	
  ANY	
  KIND	
  AND	
  NATURE	
  WHICH	
  MAY	
  ARISE	
  OUT	
  OF	
  THE	
  AUTHORIZED	
  OR	
  UNAUTHORIZED	
  
USE	
   OF	
   ANY	
   REPORT	
   (INCLUDING	
   BUT	
   NOT	
   LIMITED	
   TO,	
   LOST	
   PROFITS	
   OR	
   OPPORTUNITIES	
   THAT	
   MAY	
   RESULT	
   FROM	
   ANY	
  
INACCURACY	
  OR	
  INCOMPLETENESS	
  OF	
  INFORMATION	
  IN	
  A	
  REPORT),	
  WHETHER	
  IN	
  TORT,	
  CONTRACT	
  OR	
  OTHERWISE.	
  	
   In	
  no	
  event	
  
shall	
  IOR’s	
  liability	
  to	
  any	
  subscriber	
  or	
  third	
  party	
  exceed	
  the	
  amount	
  paid	
  by	
  subscriber,	
  if	
  any,	
  for	
  the	
  specific	
  Report	
  from	
  which	
  a	
  
claim	
  may	
  derive.	
  	
  Copyright	
  to	
  the	
  content	
  of	
  all	
  Reports	
  is	
  either	
  owned	
  by	
  IOR,	
  or	
  is	
  licensed	
  thereto.	
  	
  Reports	
  are	
  generated	
  for	
  
the	
  benefit	
  of	
  Report	
   subscribers	
  only;	
  no	
  Report	
   content	
  may	
  be	
  copied,	
   reproduced,	
  published,	
   republished,	
  uploaded,	
  posted,	
  
displayed,	
   transmitted,	
   modified,	
   used	
   to	
   prepare	
   derivative	
   works,	
   distributed	
   or	
   redistributed	
   in	
   any	
   way	
   or	
   in	
   any	
   medium	
  
whatsoever	
  now	
  known	
  or	
   later	
   invented	
  except	
  pursuant	
   to	
   separate	
  written	
   authorization	
   given	
  by	
   an	
  officer	
   of	
   IOR	
  as	
   to	
   the	
  
specific	
  content.	
   	
   In	
  the	
  event	
  of	
  a	
  subscriber’s	
  breach	
  of	
  the	
  immediately	
  preceding	
  provision,	
  the	
  subscriber	
  shall:	
   	
  (i)	
   indemnify,	
  
defend	
  and	
  hold	
  harmless	
  IOR,	
  its	
  officers,	
  directors,	
  agents,	
  shareholders	
  and	
  representatives,	
  from	
  any	
  and	
  all	
  claims	
  (whether	
  or	
  
not	
  a	
  lawsuit	
  or	
  formal	
  claim	
  is	
  filed),	
  damages	
  and	
  costs	
  of	
  any	
  kind	
  and	
  nature,	
  whether	
  in	
  tort,	
  contract	
  or	
  otherwise,	
  which	
  are	
  
directly	
   or	
   indirectly	
   related	
   to	
   the	
   subscriber’s	
   breach,	
   whether	
   or	
   not	
   such	
   breach	
   was	
   intended	
   by	
   the	
   subscriber,	
   and	
   (ii)	
  
otherwise	
  be	
  liable	
  to	
  IOR	
  for	
  all	
  damages	
  and	
  losses	
  IOR	
  may	
  prove	
  (which	
  the	
  subscriber	
  agrees	
  shall	
  be,	
  at	
  a	
  minimum,	
  equal	
  to	
  
the	
   then-­‐current	
   fee	
   typically	
   charged	
  by	
   IOR	
   for	
  a	
  Report,	
  multiplied	
  by	
   the	
  number	
  of	
  unauthorized	
  disclosures	
  made,	
  or	
  other	
  
breaches,	
  by	
  the	
  subscriber),	
  plus	
  all	
  costs	
  of	
  collection,	
  including	
  actual	
  attorney	
  fees	
  (whether	
  or	
  not	
  a	
  lawsuit	
  or	
  formal	
  claim	
  is	
  
filed).	
  	
  Subscriber’s	
  accessing	
  the	
  Reports,	
  including	
  pursuant	
  to	
  any	
  free	
  or	
  reduced-­‐cost	
  trial	
  period,	
  constitutes	
  its	
  acceptance	
  of	
  
these	
  terms.	
  	
  Subscriber’s	
  access	
  to	
  the	
  Reports,	
  and	
  any	
  dispute	
  arising	
  out	
  of	
  or	
  relating	
  to	
  the	
  Reports,	
  will	
  be	
  governed	
  by	
  the	
  
laws	
   of	
   the	
   State	
   of	
   Michigan,	
   U.S.A.,	
   irrespective	
   of	
   its	
   conflicts	
   of	
   laws	
   provisions.	
   	
   Subscriber,	
   for	
   itself	
   and	
   for	
   any	
   party	
  
attempting	
  to	
  make	
  a	
  claim	
  through	
  subscriber,	
  irrevocably	
  agrees	
  that	
  any	
  dispute	
  regarding	
  the	
  Reports	
  or	
  any	
  services	
  provided	
  
by	
  IOR	
  shall	
  be	
  submitted	
  to	
  a	
  court	
  of	
  competent	
  jurisdiction	
  sitting	
  Kalamazoo,	
  Michigan,	
  provided	
  however	
  that	
  IOR	
  may	
  pursue	
  
injunctive	
  relief	
  in	
  any	
  court	
  having	
  jurisdiction	
  for	
  such	
  actions.	
  	
  Subscriber,	
  for	
  itself	
  and	
  for	
  any	
  party	
  attempting	
  to	
  make	
  a	
  claim	
  
through	
  subscriber,	
  further	
  agrees	
  to	
  submit	
  to	
  the	
  exclusive	
  personal	
  jurisdiction	
  and	
  venue	
  of	
  the	
  federal	
  and	
  state	
  courts	
  located	
  
in	
  Kalamazoo,	
  Michigan.	
  	
  	
  
CONFIDENTIALITY	
  NOTICE:	
  This	
  email	
  and	
  any	
  attachments	
  are	
  confidential	
  and	
  intended	
  solely	
  for	
  the	
  use	
  of	
  the	
  intended	
  recipient.	
  	
  
If	
  you	
  are	
  not	
  the	
  intended	
  recipient,	
  please	
  do	
  not	
  read,	
  disclose,	
  copy,	
  or	
  distribute	
  this	
  message	
  or	
  any	
  attachment.	
  	
  Please	
  notify	
  
the	
  sender	
   immediately	
  by	
  e-­‐mail	
   if	
  you	
  believe	
  you	
  received	
  this	
  e-­‐mail	
   in	
  error;	
  please	
  delete	
  this	
  e-­‐mail	
   from	
  your	
  system,	
  and	
  
please	
   refrain	
   from	
  opening	
  any	
  attachment.	
   	
   Intended	
  and	
  unintended	
   recipients	
  of	
   this	
   email	
   and	
  any	
  attachments	
  are	
  hereby	
  
notified	
  that	
  copying,	
  disclosing,	
  distributing	
  or	
   taking	
  any	
  action	
   in	
   reliance	
  on	
  the	
  contents	
  of	
   this	
  email,	
  or	
  any	
  attachments,	
   is	
  
strictly	
  prohibited	
  unless	
  separate	
  specific	
  written	
  authorization	
  to	
  do	
  so	
  is	
  given	
  by	
  an	
  officer	
  of	
  Iraq	
  Oil	
  Report.	
  	
  Recipients	
  of	
  this	
  
email	
  who	
  copy,	
  disclose,	
  distribute	
  or	
   take	
  action	
   (or	
   refrain	
   from	
  taking	
  action)	
   in	
   reliance	
  on	
   the	
  contents	
  of	
   this	
  email	
  or	
  any	
  
attachments,	
  or	
  who	
  cause	
  or	
  influence	
  another	
  party	
  to	
  so	
  take	
  action	
  (or	
  refrain	
  from	
  taking	
  action),	
  without	
  such	
  reliance	
  being	
  
specifically	
   authorized	
   in	
   writing	
   by	
   an	
   officer	
   of	
   Iraq	
   Oil	
   Report,	
   shall	
   indemnify,	
   defend	
   and	
   hold	
   harmless	
   Iraq	
   Oil	
   Report,	
   its	
  
officers,	
  directors,	
  agents,	
   shareholders	
  and	
   representatives,	
   from	
  any	
  and	
  all	
   claims	
   (whether	
  or	
  not	
  a	
   lawsuit	
  or	
   formal	
  claim	
   is	
  
filed),	
   damages	
  and	
   costs	
  of	
   any	
   kind	
  and	
  nature,	
  whether	
   in	
   tort,	
   contract	
  or	
  otherwise.	
   	
   The	
   information	
   in	
   this	
   email	
   and	
   any	
  
attachments	
   is	
   provided	
   “as	
   is”	
   and	
   all	
   implied	
   warranties,	
   including	
   warranties	
   of	
   merchantability	
   and	
   fitness	
   for	
   a	
   particular	
  
purpose,	
  are	
  hereby	
  disclaimed.	
  


