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A supposedly major obstacle in the process of enacting an Iraqi Oil Law have supposedly been overcome by the latest agreement between the Kurdistan Regional Government ( KRG ) and the Iraqi federal government on a revenue sharing law ; particularly  the revenues of oil and gas . 

The KRG published on it’s website on June 21 , the draft of what is called the “ Law of financial resources “ , accompanied by a statement that quoted Mr. Nechervan Barzani , prime minister of the KRG saying , “ this is a milestone in the political process from which all the people of Iraq will benefit “ , and the KRG Minister of Natural Resources , Dr. Ashti Hawrami , praising the agreement as “ an excellent framework for revenue sharing which will help to keep the country together since everyone will have a stake in protecting the country’s urgently needed financial resources “ , and that “ it paves the way for resuming negotiations on pending matters related to the annexes of the draft oil law “ . 

The response from the federal authorities in Baghdad was rather mute and limited to the spokesman of the Oil Ministry declaring on June 21 , that the oil law now should  be presented to   the Iraqi Council of Representatives ( COR ) where he anticipated that it should be debated by  next week . 

The published draft of the financial resources law states the necessitating reasons for it as “ in order to guarantee the management , disbursement and monitoring of the federal financial resources in an efficient and transparent manner , to achieve a just and fair distribution for these resources and for ensuring a reserve for the coming generations “ . 

The draft establishes two federal  accounts ; the ( the external account ) , where all revenues received from the sales of oil and gas  and resources resulting from oil and gas contracts from national and foreign companies as well as amounts received from external sources – including grants , aid and international loans -  are deposited , and ( the internal account ) where all resources obtained federally or in favor of the federal government by regions and governorates , are deposited .  It also establishes similar accounts in the Kurdistan capital of Arbil to deposit the KRG’s  allocations and shares from the federal accounts ; The funds in the Kurdistan accounts are to be completely under the auspices of the KRG . 

The law stipulates that the quota of the of the region of Kurdistan is to be 17% of the  revenues that remains  after the subtraction of the  expenditures of the federal government and the  allocations for strategic projects which benefits the whole population of Iraq  - to be agreed with the regional governments and the governorates - as well as the funds required for the future generations account  . 

The Kurdistan share is to be  transferred monthly and automatically to the two accounts to be set for the KRG in Arbil ; a crucial demand by the KRG that have delayed the processing of the oil law and it’s associated laws for the past four months . 

The rest of the revenues are to be allocated for the operational and investment expenditure of the federal ministries ( with  the Kurdistan region  having  it’s fair share – of again 17% according to the KRG spokesman , Khalid Salih as quoted by the Baghdad daily Al-Sabah on June 22 - ) and the rest will be allocated to the other governorates  for their  development and  according to their population density , and these funds will be presumably ynder the full control of the local authorities of these governorates as the law implies  . 

Hence , the 17% allocated to the KRG from top of the pan is meant to be for the development of the Kurdistan Region only and it will be spent according to the decisions and determination of the leaders of the KRG .

The draft also establishes an independent commission to monitor all funds deposited into and withdrawn from the financial resources funds and to insure their  proper use  as well as to insure  justice in their allocations ; as sated by the text of the law . 

The commission is to consist of a Ministerial level president   assisted by two deputy ministers level officials and  two experts as well as  a representative from each region and governorates not organized in a region . The commission to submit it’s findings and reports to the federal  Council of Ministers and the federal  Council of Representatives , and to engage an International accounting firm to audit the external and internal activities of the revenues funds . 

The allocation for the future generations fund was not specified in the draft and left to be regulated later by a law to be enacted after an agreement reached by the federal government , the regions and the governorates . 

Although this agreement on revenues sharing between the federal government and the KRG constitute a major step in progressing further with enacting of the oil law that governs investments and divide responsibilities in the management and development of the Iraqi oil and gas wealth , however other obstacles remains such as the contents of the Annexes- which were originally attached to the law - which classifies the Iraqi oil and gas fields and explorations blocks and distribute their management and development between the centrally run Iraq National Oil Company ( INOC )  and the regional and provisional authorities .

The Kurds want a bigger role for the regions and the provinces in the management , contracting  and development  of discovered oil and gas fields and more of these fields to be  allocated for  development  in cooperation with foreign International Oil Companies and less for INOC .  But informed oil sources told the author  that this difficulty may be glossed over by postponing the presentation of the annexes to the Council of Representatives and leave the responsibility for dividing the oil and gas fields to the Federal Council for Oil and Gas ( FCOG ) which is destined to be established by the oil law as soon as it is enacted ;  pointing out that the Kurds would certainly have a substantial influence in that council to mostly have their way . 

ANNEX  

CASE STUDY OF THE IMPLICATION OF THE PROPOSED DRAFT OF THE FINANCIAL RESOURCES LAW 

Let us consider what this law means in monitory terms :--

1  -- Let us assume the following : 

    a -- Iraq oil export is around     1.5 million barrels per day 

    b -- At   50 $/b , that makes a yearly income of around 27.4 billion dollars 

   c -- Other incomes , around 7% of the country earnings , according to official figures ; That will make the total income around    

                                         30 billion dollars a year   , at current rates and prices . 

    d -- The allocation for the federal expenditure and strategic projects is around 

   one billion dollars ( a figure  was put by the kurds that this should  be no more than 5% of the total ) . 

    e -- The allocation for the future generation fund is   one billion dollars 

   f -- The required allocation for the federal ministries is to be around 12 billion dollars ; the experience of the last few years suggests that this is the Max that could be spend by these ministries . 

2 --  WE KNOW THAT 

    a  --The rest of the revenues is to be divided among the rest of the governorates according to their population ratio , as the law stipulates ; that amount would be 11.2 billion dollars ( after subtracting all the  above allocations ) .

     b  -- The population of Iraq may be taken as 26 million to be on the safe side . 

    c -- According to the United Nations , when they were running the oil for food program ,  the population of the three Kurdish governorates constitute , at most ,  13% of the total population of Iraq ; Around 4.0

3 -- THEN 

    A -- 17% of the – top of the shelf --  remaining amount i.e.  the difference between 1-c and the sum of 1-d & 1-e above ( equaling   28 billion dollars )   , which is to be transferred directly to Arbil is :-- 

                                                                                          4.8 billion dollars 

    B -- 17% of the budgets of the federal ministries , shown in 1-f above to be spent in Kurdistan , according to their demands ,  is :-

                                                                                    2.0 billion dollars 

  C --THAT WILL MAKE THE KURDISATAN YEARLY ALLOCATION A TOTAL OF :-- 

                                                                                           6.8 BILLION DOLLARS  

    D  -- Using the same provisions of the law and the above assumptions , basis  and methodology , the share of the capital city of Baghdad ; with 5.5 million inhabitants would be :--

                      2.5 billion dollars , from the federal ministries budgets

          Plus     2.8 billion dollars , from  the development of the governorates budget  

                  Making a total of : --    5.3   billion dollars 

THAT MEANS THAT BAGHDAD’S SHARE OF REVENUES FOR IT’S OWN DEVELOPMENT IS 2.0 BILLION DOLLARS LESS THAN FOR THE THREE KURDISH GOVERNORATES 

ALSO THAT MEANS THAT BAGHDAD TOTAL SHARE  WILL BE  22% LESS THAN THE TOTAL MONETORY ALLOCATIONS FOR THE THREE KURDISH GOVRNORATES AND  YET ,  BAGHDAD , APART FROM BEING THE CAPITAL AND WAS COMPLETELY DESTROYED BY THE OCCUPATION , HAS 37% MORE IRAQIS LIVING IN IT . 

AS FOR THE OTHER SMALLER GOVERNORATES  THE SITUATION WILL BE EVEN WORSE . 

AND AFTER ALL THAT , THERE ARE  SOME PEOPLE WHO  ARE CALLING THIS LAW “ BALANCED AND FAIR “ 
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