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WHAT ARE OIL SANDS?
Fifty-million years ago, huge deposits of oil
were pushed up through the Earth in what is
now Canada. Bacteria consumed

much of the lighter hydro- =%
carbons, leaving a thick, &%
sticky mixture of heavy = |
petroleum called
bitumen mixed with 3
water and sandstone. The
deposits cover an area the

size of Florida. J ]
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Where does US imported oil come from?
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3. Corporate income tax,
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TABLE - 1A
DESCRIPTION

Royalty from Tatal Petroleum after field operations consuption Minimum . [] 10.00%| 10.00% 10.00!1.| 10.00%1 ] 10.00% 10.00%
Available Petroleum after Royaity M. ] 90.00%| 90.00% 90.00%|  90.00% 90.00% 90.00%
Cost Petroleum as % of Availabie Petroleurn [Maximum a0o00%| s000%] | a300%] S300%[] 45.00% 55.00%
Cost Petroleum as % of Total Petroleum Maximum | | 36.00%|  45.00% 3870%| 47.70%| | 40.50% 49.50%
Total Profit Petroleum after Cost Petroleumn as % Available Petroteum Minimum 60.00%] 50.00% 57.00%| 47.00%[ | 55.00% 45.00%
Total Profit Petroleum after Cost Petroleum as % Total Petroleum Minimum || S4.00% 4500%] ] 5130%| 42 30% 49 50% 40.50%
Contractor’s Share of Total Profit Petrolem: I ¥

Share of Prolit Petroleum For R-factors between "A” and “B” Maximum | 125 - 30% [30-35% []30-35% [35-38% 35 . 38% [38 - S0%

Share of Profit Petroleum For R-factors between 6" and *C” Nformula_[formuls [ Jformula Jformula | fformula  [formula

Share of Profit For R-factors Greater than "C" Mawmum [ [13-15% [15-18% | J15-16% [18-20% | 116-18% [20-22%

- i -~

Share of Profit Petroleum Formula Applied b B and C | R-factor® fit@8- R-factor *flﬂ B|
R - factors: & ) L

Starting Point “A" Fimed 0.0000] 0000001 0.0000 0,0000] |  0.0000] 0.0000

Point "B” Fixed 1.0000 1.0000{" 1.0000 1.000044  1.0000 1.0000

Point "C" Maximum | | 20000]  2.5000] 2.2500 275000 | 2.5000 3.0000
Notes:

1) Cost Petraleum avarlable is imited to unrecovered costs
2} Surplus Cost O after reaching R-foctor of 1.000 is added back to Profit Petroleum
3] R-focter = Cumulative Réevenues Received by Contractor/Cumulative Costs Incured by Contractor
4] For Blocks that may contain proven petraleum or Discovry the above terms may vary accordingly
5] Government participation may vory from 10% to 25%, fully carried by Contractor during Exploration phase
General Guidelines:

_ The Minimum and Maximum Figures are tor guidence only, KRG will favour competative bids on these figures

_ There are no hard data on Explaration Blocks offered, so bidders need to rety on their own searches and regional knowledge
Block Areas and Co-ordinates together with any settalite or topographic information will be available for each Block

Capacity Butiding Contribution Fund

Production Bonuse at commiencement of production

Production Bonuse at Cumulative Production of 10 MMBO Equivalent
Production Bonuse at Cumulative Production of 23 MMBO Equivalent
Production Bonuse at Cumulative Production of 50 MMBO Equivalent
Trainining Fund during Exploration Phase and Production years

TABLE - 18 AN RISK/REWARD COMMERCIAL GUIDELINES FOR EXPL
Bonuses, Ti and € Guidelines
Signature Bonuse l for all Blocks, Bidders to propose their best smounts

Recommended for afl Blocks, Bidders to propose their best amounts
Required lor all Blocks, Bidders to propose their best amounts
Required for all Blocks, Bidders to propose their best amounts
Required for all Blocks, Bidders to propose their best amounts
Required for all Blocks, Bidders to propose their best amounts
Required for all Blocks, Bidders to propose their best figures per year
|Required for all Blocks, Bidders to proj their best figures ear

Contribution to Ei Fund - Exploration and Production years
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Gross Revenue
e.g. one barrel oil @ $40

Government Take $ 40 10C Take
$40 $ 0.0
Royalty
(10%)
$ 36

!

Cost Recovery
(Operating Costs, e.g. depreciation, depletion, etc.)

(40%)
—_—— $ 14.40
$21.6
Profit Oil
$ 18.36 *—— (B5%/ 15%)—» $ 03.24

exempt from Tax

|

e KNOC
$ 0.65 (20%)

$ 23.01 $ 16.99

% 58 Yo 42

v

17% for KRG —» $ 039

83% for IRAQ —» $ 19.1
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Oil Revenue Flow

* N
up o 45% of remaining net available od
net available od 1
. Total Profit Oil
sharng based on "R factor
Operating Costs
|
+ + 3
Exalosili Cost Contractor KRG
|
+ B . .
WestermmZagros Third Party KRG*
Development Costs 0% 20%
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Refinery Gas 3Jor4 below 30 Bojtled Gas
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Naphtha 6to 11 70 to 200 Solvents
and used in gasohne.
Kerosene (paraffin) 11to 18 200 to 300 Euelifor dirctalt
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Diesel Oil 11to 18 200 to 300 vehicles
and trains.
Lubricant for
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Fuel Oil 20 to 27 350 to 450 ¥ue] for ships
g and heating.
Greases and Wax 25 to 30 400 to 500 Lubricants
and candles.
Bitumen above 35 above 500 Road surface
and roof’mg.
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Kurds Flex Muscles over Oil
Agence France Presse Monday, 19 November 2007

ARBIL, Iraq - Despite a veto from Baghdad, Iragi Kurds have
signed contracts with foreign firms to exploit their huge oil
reserves which they vow will benefit the whole country.
Strengthened by the autonomy enshrined in the lIraqi
constitution, the Iraqi Kurdish authority launched a regional
oil policy in August, signing deals with overseas companies,
to first achieve self-sufficiency and later exportation.

The authority has signed 20 contracts during the last three
months and shows no sign of changing course, despite
threats from the federal government to blacklist companies
trading with the Kurdish region.

"Iraq has more than 12 percent of the world's crude oil
reserves, of which at least five percent is in our region," said
Kiwan Siwaily, advisor to Kurdish oil minister Ashti Hawrami.
"The old Iragi regimes since the 1920s didn't allow us to
develop these resources. No student was allowed to study in
the oil and gas sector," added Siwaily, just recently back from
Germany with a degree in this field.

In the 1970s, gigantic oil fields were discovered in Iraqi
Kurdish region but failed to be fully explored. They were
never exploited during the reign of Saddam, hostile to the
Kurds who resisted his authority.
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Since the end of his regime in April 2003, the reserves
attracted the attention of international oil sector
representatives who traveled to the main city Arbil.

"To export, we have to talk to the central government. But for
our domestic use, we don't have to ask anyone. It belongs to
us. It's our country," said Siwaily. "We're now producing
20,000 barrels a day. We need 100,000 for our domestic use
alone. It's our oil, it's our right."

The federal parliament has been attempting to hammer out a
deal regarding national oil policy and to negotiate the delicate
issue of sharing resources between the regions. The Shiite
majority in the south and Kurdish majority in the north have
plentiful oil reserves. But the Sunnis in central Iraq have little
oil and insist policy is centralized through Baghdad, an
approach not shared by the Kurdish regional authorities but
backed by Washington.

US authorities want the oil revenues to be shared equally
among the 18 provinces of Iraq. - especially the Sunnis in a
bid to wipe out the Sunni-led insurgency against its troops.
The Kurdish authorities are attempting to reassure Baghdad
and the other communities that they are happy with rules that
restrict them to retaining only the 17 percent of export
earnings.

At the federal level, this figure of 17 percent is also the
portion of the national budget granted to the Kurdish region.

"We know that if we want to export anything, we'll have to

share: 17 percent for us only," said Siwaily. "We have no
problem with that."
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"They are still discussing this oil law at the federal level. It
could take them another two or three years. We're not going
to wait. We have lost enough time already.

"Here, we have enough oil and gas for all the middle East.
It's our oil, our country. You'll see, we don't need more than
two or three years to develop everything and cover our
domestic needs."

Among the contracts recently signed, is one for a gas
collection and a refinery to supply the electricity station,
which experts says make the problem of regional power cuts
a distant memory.
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