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Market Overview

Iraq’s Crude oil and condensate production is set to slightly increase in 2021 to 4.12mn b/d or by 0.5% over the 4.10mn
b/d in 2020, which was a decline of 13.5% from 2019.

OPEC+ compliance will be the main drag on higher oil production, although recent undercompliance points to greater

upstream potential.

We expect a slight recovery in activity as oil prices remain elevated and OPEC+ cuts continue to taper in 2022 spurring

upstream growth.

The potential for key fields to transfer hands will increase as more companies shift to higher margin investments and

divest non- competitive segments.

Oil Production Forecast
Major Iraqi oil fields continue to see development work to increase output capacity:
— Nahr Bin Umar And Artawi: Exxon and PetroChina are on the verge of a 30-year, USD53bn investment in upgrading

southern oil fields by building infrastructure to increase water injection capabilities and increasing production at the
Nahr Bin Umar and Artawi fields.

— Zubair: Eni increased production at the Zubair field by 50,000b/d to 475,000b/d with completion of new processing
facilities. The company has a target of 800,000b/d from the field and 140mmcf/d.

— Majnoon: Iraqi government had approved USD1.15bn investment into the field to raise output to 2020 target level of
450,000b/d.

— Halfaya: PetroChina launched work on the third phase of the field in April 2017 which will double production capacity
to 400,000b/d by the end of 2018.

— Kirkuk: Production from the Kirkuk fields slowly ramped up in the second half 2018. Mostly supplying local refineries
the main destination of recent output will shift to exports. The central government lifted restrictions on exports from
Kirkuk via the Kurdistan region in November 2018, and around 100,000b/d of exports have been reported across 2019
and 2020.

— Badra: The Badra oil field is currently producing 40,000b/d, but Gazprom Neft is due to grow this to 115,000b/d in the

coming years.

— Tawke: After a successful drilling campaign in late 2017 into 2018, in Q220 Peshkabir wells added combined gross
output of 102,000b/d, with 58,100b/d from the Tawke field and 43,900b/d from the Peshkabir field.

OIL PRODUCTION (IRAQ 2019-2024)

Indicator 2019 2020 2021e 2022f 2023f 2024f
Crude, NGPL & other liquids prod, 000b/d 4,813.6 4,174.2 4,207.7 4,704.1 4,844.4 4,963.7
Crude, NGPL & other liquids prod, % y-o-y 4.0 -133 0.8 11.8 3.0 2.5

Source: Fitch Solutions .
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Gas sector

Market Overview

— Iraq's natural gas production is forecast torise to 12.6 bcm in 2021, which reflects growth of 7% over 2020 volumes of
11.8bem. 2022 is expected to post increased growth of 18.9% on new developments in gas processing capacity.

— Improved capture and utilization of associated gas along with investments in related power infrastructure should divert

more gas production to commercialization over the forecastperiod.

— Irag’s plan is to raise capacity to 3bcf/d of associated natural gas from oil production and non-associated fields by
2025. This plan adopts a more ambitious stance, after previous governments flip-flopped earlier, with a previous target
of 2bcf/d reduced from 3bcf/d.

— Given US pressure to wean itself off Iranian gas and electricity imports, Iraq's government is prioritising the expansion

of gas-to-power developments and better capturing and utilising flare gas.

—  The region of Kurdistan holds non-associated gas production potential from 2021.

Gas ProductionOutlook

After accounting for flared gas, monthly data from the Ministry of Oil indicates commercial natural gas production in Iraq
was around the 10.7bcm level in 2019. We expect renewed investment in gas power generation and US efforts to curb
Iranian gas imports to support wider infrastructure development and more dry natural production.

— Iraq is hoping to substitute more gas for oil to preserve it for more lucrative exports.

— Power generation will be the key area of gas switching and will be necessary to address shortfalls in electricity supply,

especially in the summer months.

— Phased growth in processing associated gas at the Majnoon, Badra, Fakka and Bazagan has been key to supporting gas
output. In addition, new gas plants could be built at ExxonMobil's Ratawi and Nahr Bin Umar fields as long as fiscal

terms can be agreed.

— Non-associated gas will provide additional gas production over our forecast period but will have less of an impact than

the capture of flare gas. At the Siba field, 18 wells have been put into production.

GAS PRODUCTION (IRAQ 2019-2024)

Indicator 2019 2020e 2021e 2022f 2023f 2024f
Dry natural gas production,bcm 10.7 11.8 12.6 15.0 15.7 19.7
Dry natural gas production, bcm, % y-o-y 5.1 10.0 7.0 18.9 5.0 25.0
Dry natural gas production, % of domestic consumption 59.5 59.5 69.2 79.9 82.2 100.7

Source: Fitch Solutions .

e/f=Fitch Solutions estimate/ forecast. Source: Ministry of Oil, MNR, Fitch Solutions
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Oil & Gas Sector SWOT Analysis

e Iraq has the world's fifth largest proven oil reserves (after Saudi Arabia, Venezuela, Canada and Iran) and
the 10th largest proven gas reserves.

e The country has among the lowest lifting costs in the world, making developments relatively
uncomplicated and low cost.

Strengths: . . . ]
8 e Iraq has seven supergiant oil fields that combined hold over 100bn barrels of reserves, offering vast, long-
term production potential.
e Sizeable export capacity through the Basra Port and lower capacity via Turkey.
e Unattractive oil contract structures offering low margins struggle to compete for a share of tight capital
expenditure budgets.
e The challenging operating environment, while improving, increases operating risks and costs for
protecting personnel and infrastructure.
e Flaring of associated gas continues on a large scale owing to a lack of financial incentive, limiting the
Weaknesses: availability of gas for use in the domestic power market.
e  Unreliable oil transportation, storage and loading infrastructure.
e Low complexity refining and limited capacity to add value to crude oil.
e Oil exports mostly dependent on tanker traffic via the Strait of Hormuz.
e Recovery rates at Iraq's oil fields remain low, offering considerable production potential for further phase
development.
e Substantial untapped gas reserves create the possibility for greater gas-fired power generation and larger
petrochemical industry.
e Harnessing associated gas from oil fields could allow for a diversified income source with potential for
exports to Turkey or via LNG.
Opportunities: e New export infrastructure to lower oil export disruption risk and facilitate Iraq's long-term growth

ambitions.
e Large opportunity to build new refining and petrochemical complexes.

e New export pipelines via Jordan and Mediterranean would open new markets.

o  Widespread unrest led to the resignation of the prime minister in 2019, and further unrest may impact the
current administration.

e Unpredictable attacks on oil and gas infrastructure.
e  OPEC quotas restrict potential production growth to last through at least September 2022.
Threats: e Spillover from US Iran tensions raises risk to instability.

e Challenges facing the Kurdistan Regional Government and its share of budget allocation contingent on
revenue sharing and exports.
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Iraq’s Oil & Gas sector

About Basra Qil

Company

Basra Oil Company operates four oil fields in the southern
province of Basra. Luhais, Nahr Umr and Tuba are located

close to the Rumaila and Zubair fields with tie-ins to the
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main export infrastructure. Until September 2021, Basra Oil
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Company operated the Ratawi field.

Website: https://boc.oil.gov.iq/
Industries: Oil and Gas
Company size: +10,000 employees
Type: Public Company
Founded: 1970
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Company Achievements :

e Investment and development stages of the north Rumaila
field were completed in three stages.

e  production of 42 million tons per year .

e Expansion of drilling works, building and expanding el 255 LY Bl e g iy eliys piall Jlael sk o
production facilities, and implementing investment . giay Jlad 8 el S J sl daloadl) 4y L)
projects associated with natural gas fields in north and T )
south Rumaila. Al

e Developing new fields in Luhais, Saba, Nuhran Ben
Ummer and oil fields in Maysan. Laying out an
exporting pipe line, expanding export facilities and
infrastructure sites for the comp.
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The company activities covered a geographical area of

180,000 m? stretching from the Arab Gulf to Hadeth. 21a3 2 o 180.000 &ls Adl jaa dalue 4,0 o s o
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Total Productivity of Basra Oil Company b pail) ok 48 1 Al (Alea

Years Rate of
2015 2016 2017 2018 2019 Total Production

Value Elements
:,m:‘h““ 1252257 2214766 1916766 1516917 7261767 61729669
f:;;::’ and | - o5 7262224 7272269 7672126 7497571 1229677 24.6%
Commocdity 476267 457776 622795 627572 464667 7676567 6.4%
Supplies
Service .
Supplies 6267765 5656766 5727566 6962267 6775727 72197476 50.5%
Depreciations 212474 716456 692677 7492619 7619567 2167457 18.5%
Total Elements 2299526 2122121 2261111 2772717 2677115 67916426 100%
Total
Productivity 7172 7172 7152 7171 7156 7176

Source: Study about Evaluating Economic Performance
Efficiency of Basra Oil Company for the Period (2015- 2019)
An Analytical and Comparative Study
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