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Summary : For instance, a substantial gap of 1 trillion 258 billion dinars is evident in the total
expenditures alone. This discrepancy has been identified by multiple entities, including the Ministry
of Finance, the Parliamentary Finance Committee, the Iragi High Economic Council, and 327
Members of Parliament (pp. 60-63). What adds an intriguing dimension to this issue is the variance
in expenditures for Anbar province, a matter that should have garnered the attention of the
speaker and Sunni members within the finance committee. While the allocated budget for Anbar
province was originally set at 466 billion dinars, the actual sum tallies up to just 436 billion dinars.
Thus, this stark contrast amounts to a substantial 30 billion dinars in the collection of the allocated

budget for this province!




Introduction

In late June and early July, the Iragi parliament convened to review and approve the 2023 budget and the following two
years' financial plans. The parliamentary debates were characterized by their intensity and extended duration, often
lasting into the early hours of the morning. However, it is worth noting that these discussions, depending on the law, often

leaned towards political considerations rather than purely economic ones.

For instance, a substantial gap of 1 trillion 258 billion dinars is evident in the total expenditures alone. This discrepancy has
been identified by multiple entities, including the Ministry of Finance, the Parliamentary Finance Committee, the Iraqi
High Economic Council, and 327 Members of Parliament (pp. 60-63). What adds an intriguing dimension to this issue is
the variance in expenditures for Anbar province, a matter that should have garnered the attention of the speaker and
Sunni members within the finance committee. While the allocated budget for Anbar province was originally set at 466
billion dinars, the actual sum tallies up to just 436 billion dinars. Thus, this stark contrast amounts to a substantial 30

billion dinars in the collection of the allocated budget for this province!

As per the three-year budget, Iraqg's projected expenditures for 2023 amount to 198 trillion dinars, with an initial
allocation of 99 trillion dinars for the first half of the year. However, it's worth noting that during the preceding six
months, only half of this allocation has been utilized. Furthermore, the anticipated deficit specified in the legislation might
not materialize, as Ministry of Finance reports on both expenditures and revenues indicate that by the end of June 2023,
total operating and investment expenditures stood at 47 trillion dinars, while oil and non-oil revenues exceeded 54 trillion
dinars. To put this into perspective, in the first month of this year alone, Iraq experienced a gap of 7 trillion dinars between

its revenue and expenditure.

As per the ratified 2023 budget, the expected breakdown of revenues was 87% from oil and 13% from non-oil sources.
However, reports from the Ministry of Finance indicate a stark contrast for the first half of the year. Oil revenues have
dominated, comprising a staggering 99.2% of total revenues, while non-oil revenues have contributed merely 0.8% to the

overall revenue.

Another notable aspect concerning oil revenues is the disparity between the reports and publications of the Ministry of QOil
and the Ministry of Finance regarding this income. During the initial half of this year, the Ministry of Oil reported oil
revenues of $44.4 billion, equivalent to 59.4 trillion dinars. Conversely, the Ministry of Finance recorded a lower figure,
amounting to 53.8 trillion dinars. This variance implies that the remuneration for producing companies operating in Iraqi
oil fields exceeded 5.5 trillion dinars, not accounting for the Oil Ministry's expenses, which stood at 728 billion dinars over

the same six-month period.

As per the budget law, oil revenues were initially projected to reach 57.6 trillion dinars. However, there is a noticeable
deficit of 3.8 trillion dinars when compared to the actual revenue generated during this period, despite selling at an
average price of $74.6 per barrel, which exceeded the budgeted amount by $4.6. The absence of oil exports from the
Kurdistan Region and its failure to meet the budgeted contribution have resulted in an average daily export of 3.29 million

barrels, falling short of the budgeted target of 3.5 million barrels.

In this analysis, we examine the disparities in revenues and expenditures by scrutinizing the data presented in the 2023

budget, along with the financial reports from both the Ministry of Finance and the Ministry of Oil.




Expenditures in the initial half of 2023, in accordance with both the budget and
the Ministry of Finance.
On June 12, 2023, the Iraqi parliament granted approval to the three-year budget law, as stipulated by the 2023 budget

law, amounting to 198.9 trillion dinars. Remarkably, this budget bears a deficit of roughly 64 trillion dinars, which is

intended to be covered through debt financing. The law was officially published in the Irag Official Gazette on June 26,

from which the data presented here has been sourced.

Pages 60-63 provide a detailed breakdown of expenditures for the year 2023 across 65 institutions, ministries, and
provinces. Notably, there is a notable variance of 1 trillion and 258 billion dinars in the total budget expenditure. The most

significant difference is observed in the budget allocation for special programs, amounting to 477 billion dinars.

Discrepancies extend beyond the overall budget; they also affect the allocations designated for Anbar province. For
instance, the operating budget is set at 198.4 billion dinars, the special program budget at 105 billion dinars, and the
capital budget at 162 billion dinars, totaling 466.3 billion dinars. However, the published budget on page 63 reports only

436 billion dinars, reflecting a notable variance.

The disparities within the figures presented in the law raise a critical inquiry regarding its effective implementation in Iraq.
If indeed it is being executed, it prompts a deeper examination of the criteria and numerical values being used. Not only
do variations persist in the provision of resources and the allocation methodologies to institutions and ministries, but the

numerical values themselves do not align as indicated in Table 1 below.

Regarding expenditures in 2023, there are noteworthy figures outlined in the law. For instance, within the presidential
budget, the Iraqi Scientific Association total expenditure is an annual budget of 6 billion dinars. Furthermore, significant
allocations have been made for entities like the Federal Board of Supreme Audit and the Commission of Integrity, with a
combined budget of 223 billion dinars. Additionally, 15 billion dinars has been earmarked for the Federal Supreme Court.

Interestingly, recent reports indicate that one-third of this allocation, which amounts to 5 billion dinars, is designated for

the purchase of vehicles in 2023.

As per the law, Iraq is slated to allocate 198.9 trillion dinars for expenditures this year. However, there's a concern that if
spending doesn't pick up pace soon, almost half of the 198.9 trillion dinars allocated in the budget may remain unspent.
This is especially pressing because we are now in the final season of the year, with only one season remaining. It's worth

noting that the Council of Ministers approved the budget guidelines on July 11 and published them in the Official Gazette
on August 7, 2023.

There is a significant variance between the expenditures outlined in the law and the actual spending reported by the
Ministry of Finance for institutions, ministries, and provinces. While some entities have closely followed their budget
allocations, others have spent only a fraction or nothing at all. To illustrate, in the first six months of this year, where 99
trillion dinars were earmarked for spending, only 47 trillion dinars have been disbursed so far. Consequently, to meet the

budgetary targets, expenditures would need to triple in the second half of this year.

Table 1: Expenditures according to the 2023 budget law for institutions, ministries and provinces / thousand dinars
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According to the Ministry of Finance's latest report, by the end of June 2023, total expenditures had reached 47.8 trillion

dinars. Within this sum, 41 trillion dinars were allocated to operating budgets, while 6 trillion dinars were designated for
investment budgets, as presented in the accompanying table. Notably, in the preceding six months, the Ministry of
Finance received the largest allocation in the operating budget, totaling 10.8 trillion dinars. Following closely behind were

the Ministry of Interior with 5.9 trillion dinars and the Ministry of Education with 4.6 trillion dinars.

Table 2: Expenditure Figures in Dinar, as Reported by the Ministry of Finance up to June 2023.

Federal Budget Account Conszalldation: fune Updste
Miniztry-Level Bxpenditure Report by Administrative Clazsification: une 2023

Mames of minlstries Current Budget (Spent) Investment budget Tatal budget spent
Coundll of Representatives 267.683.016.2 2540734 267.937.089,697
Presidency of the Republic 258274400 a 258274400
Coundl of Miniztars 3,105.786,025,180 1.252,295,542,030 4358081567210
Miniztry of Foreign Affairs 76,580,949,787 42,133 76,580,091,920
Miniztry of Finance 10,876,181.030.589 10,113,517.2230 10,686,204,547.819
Miniztry of the Interior 5024499982 9758 3811213241 5.928311.196.219
Minlztry of Labor and Soclal Affalrs 2032.868.137.623 o 2,032,868.137.623
Minlistry of Health and Environment 2,782,765.0093.4 91.623,145,513 2.8743688.2538,9
Minlztry of Defense 3420380762240 o 3.420.380,762.240
Minlstry of Justice 323627317785 16.109,291,730 330,736,600.515
Ministry of Education 4609268852326 75072721514 4684341573840
Minlstry of Youth and Sports 45,069,959.2 41211984 49,191,157 666
Minlstry of Commerce 3382934204701 424516,0 3383358720701
Minlstry of Culture 52.742,105386 150.406,0 528925114
Minlstry of Transportation 21,540,107 076 800,605,110,288 822145217364
Minktry of Gonstruction Housing Munidpsities and Public Works 115470,058.591 365890419637 481360478228
Miniztry of Agriculture 69.250.077.9 2021239 694522018
Ministry of Water Resources 143.665371.034 380946234 606 524.611.605.640
Miniztry of Ol 422 664,581,854 305.850.718.681 728.515.300.536
Miniztry of Planning 23017565946 5.145.644.882 281632108
Minlztry of Industry and Mineralz 425,723,536,162 54.306,624,722 480,120,160.8
Miniztry of Higher Education and Sdentific Research 1,121,050,044,787 16,941,765,593 1.138,000,810,380
Ministry of Electricity 1.145,677,405,923 201.300,346,703 1.346,986,752,626
Minlztry of Communications 5.798.362,625 o 5798362625
Minlztry of Environment 216271224 o 216271224
Minlstry of Refugees and Immigration 28.876,0374 ] 2848760374
Independent affloes 118307 248,538 163.078.258.0 281.385.506,566
Bazra province 142811975350 662.255,527,008 805,067,502358
Hineveh Province 82164839961 289372709382 371,537.549343
Baghdad Province 71239808387 196,826,922.0 268066820388
Qbi % Province 61.941,119.202 178,099.550.2 240.,040,669.4
Biyala Province 57468511932 78.463.186.593 135.931.698.525
Province of Babylon £3.804.505.0 30.501.030.719 114.305.535.737
Anbar Provines 134.010.7646 189342529770 3233532044
Maysan Province 34579525678 00.482,076.2 125,061.601.9
Waslt Province 52,603,018,710 134.993.390.5 187,686,400,259
Majaf Province 54,077.203,621 111.688,585,700 166665879321
Dilwanlya Province 58783164671 51.386,5668.033 110,169.732,704
Muzanna Province 32.831,693.4 69.936,973.807 102,768,667,283
Karbala Province 49,118,228,797 202,613,655,503 251,731,884.300
Salahaddin Pravince 532762277 a 532762277
Cound| of State 2346179356 a 2346179356
Suprerme Judiclal Coundl 2024998112 320,868,600 202,820,679,866
The Federal Supreme Court 23490870 a 23490870
General Board of Special Supervizion of Federal Revenue 208921320 L] 208921320
Tatal 41.765996.164.198 6.034.625488513 47.800621652.711

In the most recent six months, the Council of Ministers emerged as the highest spender, disbursing a significant sum of
1.2 trillion dinars. This stands in contrast to the allocation stipulated in the 2023 budget law, which designated 7.9 trillion
dinars for 20 other entities, including the Prime Minister's office with 229 billion dinars, the Office of the Council of

Ministers with 920 billion dinars, and the Presidency of the Council of Ministers with 1.2 trillion dinars.

As a result, among the 45 entities for which the Ministry of Finance disclosed expenditures in the past six months, the
Council of Ministers stands out as the only entity to have utilized a substantial portion, managing to spend 4.3 trillion
dinars out of its allocated 5.9 trillion dinars in the first half of this year, accounting for 72% of its total budget, as indicated

in the first graph.

Another intriguing observation pertains to the alignment of expenditures between the budget law and the Ministry of
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Finance reports, specifically concerning the Kurdistan Region. Out of the 45 entities considered, the Ministry of Finance's
allocation for the Kurdistan Region remained at zero or showed no expenditure for the first six months of this year. It's
worth noting that during these six months, there was an expectation that at least half of the operating budget would have

been expended, particularly in the second quarter or the months of 4-5-6 when oil exports were suspended.

Graph 1: Expenditure Variances in First Six Months - Budget vs. Ministry of Finance.
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The revenues reported by the Ministry of Finance and the Ministry of Oil during
the first half of 2023.

The Ministry of Finance's budget and reports outline seven potential sources of revenue, but in practice, the vast majority
of Irag's income, as reported by the Ministry, comes exclusively from oil-related activities. Remarkably, a striking 99% of
the total revenue in the first six months of the fiscal year is derived from oil production, oil exports, and dollar recovery.
These activities dominate Irag's income stream, especially after accounting for company wages and currency exchange

transactions at the central bank.

As per the Ministry of Finance's report, oil revenues in the first half of this year amounted to 53.8 trillion dinars, with an
anticipated projection of 58.6 trillion dinars. This projects a deficit of 4.7 trillion dinars. The impact of this deficit would
have been even more significant if oil prices weren't as high. The primary reason for this discrepancy is the suspension of
oil exports from the Kurdistan Region, which was initially expected to contribute 400,000 barrels of oil per day but has

remained suspended since March, 25th, 2023.

Regarding non-oil revenues in the past six months, the budget had initially anticipated Irag's non-oil revenues to reach 8.6
trillion dinars. However, during this period, Iraq's non-oil revenues plummeted below zero due to currency exchange
losses. The total non-oil revenue actually amounted to just 1.9 trillion dinars. Interestingly, the Ministry of Finance
reported a decrease in foreign exchange revenue, which amounted to 2.14 trillion dinars, in contrast to the budget's

projection of 413 billion dinars from non-oil revenue, as depicted in the provided table.
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Table 3: Oil and non-oil revenues in the first half of 2023 according to the Ministry of Finance and 2023 budget

Revenues / First half of 2023 / Dinars
Ministry of Finance /

Revenue Source Budget law /Dinar Dinar Difference/ Dinar

oil revenues and mineral capital 58,626,250,000,000 53,387,299,711,339 4,738,950,288,661

Import tax of goods 3,178,549,879,500 782,372,724,248 2,396,177,155,252
Import and manufacturing taxes 1,365,741,508,500 422,515,551,896 943,225,956,604

Fees 899,593,980,5 610,580,283,467 289,013,697,0

BUdQEtaW Shirrit?:'spubllc sector 1,650,000,000,000 213,439,917,8 1,436,560,082,142

Foreign exchange income 432,829,419,0 -2,142,385,417,9 2,575,714,836,946-
Other income 1,082,994,744,0 505,956,584,683 577,038,159,317
Total current income 67,235,959,531,500 54,279,279,355,5 12,956,680,175,9

Income from assets 40,500,000,0 29,060,469,2 11,439,530,7
Total income 67,276,459,531,500 54,308,339,824,760 12,968,119,706,740

Indeed, as per the Oil Ministry's report, Iraq's total oil revenue in the first half of 2023 surged to 59 trillion dinars,
surpassing the budgeted amount. However, it's essential to note that this figure is calculated before factoring in

production costs, utilities expenses, and other associated production and export costs.

In the first half of 2023, the total oil revenue returned to the Ministry of Finance was only 53.8 trillion dinars, while
according to the Ministry of Qil, the total revenue during the period was $ 44.4 billion, or 59.4 trillion dinars. Iraq exported
595 million barrels of oil during the six months, at an average of 3.29 million barrels per day at $74.66 per barrel,

according to Table 4.
Table 4: Details of oil revenues according to Ministry of Qil publications in the first half of 2023

In the monthly publication from the Iraqi Oil Ministry detailing oil exports, revenues, and prices, it's noted that the
exchange rate between the US dollar and the Iraqi Dinar stood at 1450 Dinars from February 1 to 7, after which it shifted
to 1310 Dinars.

The Ministry of Finance and the Ministry of Oil have reported a variance of approximately 5.5 trillion dinars in their
accounts for the first half of 2023. Notably, this difference reached its peak in April 2023, amounting to 1.6 trillion dinars,

while the lowest variance was observed in February, standing at 596 billion dinars.

Table 5: Differences in oil revenues between the reports of the Ministry of Finance and the Ministry of Qil in the first half of
2023

Oil revenue Ministry  The difference between the Ministry

Months Qil revenue / Ministry of Qil / trillion dinars of Financeftrillion of Finance and Ministry of Qilfrillion
dinars dinars
January 11,188 10,286 0.902
February 9,518 8,922 0.596
March 9,758 9,045 0.713
April 10,009 8,354 1,655
May 9,523 8,856 0.667
June 9,405 8,425 0.98
Total 59,401 53,887 5,513




If we include the difference between the Ministry of Qil and the Ministry of Finance in the wages of utilities and the cost of
a barrel of oil, the cost of oil in Iraq in the past six months was $ 7.1 to $ 7.8 a barrel The amount is 23.2 trillion dinars and

7 4 trillion dinars have been allocated in the operating budget alone!

In addition to the previously mentioned sum, the Ministry of Finance disclosed that the Ministry of Oil allocated an
additional 728 billion dinars, with 422 billion designated for operational expenses and 305 billion earmarked for

investment purposes.

The 2023 budget, covering the next two years, outlines Irag's projected oil revenue, inclusive of the Kurdistan Region, at
117.2 trillion dinars. The plan anticipated exporting 3.5 million barrels per day, with 3.1 million barrels originating from
Baghdad and 400,000 barrels from Erbil. However, due to the suspension of exports and the unresolved Ankara-Baghdad
agreement, it's improbable that these 400,000 barrels will contribute to exports, as indicated in the budget. Over the past
six months, oil exports amounted to 72.4 million barrels, with approximately 36.4 million barrels exported during months
4,5, and 6.

In summary, based on the budget and the average oil export prices, the Iragi budget has incurred a loss of $5.4 billion. If
we consider the budgeted oil price, the loss would be $5.04 billion. It's worth noting that as of now, approximately two
months and ten days passed into the second half of the year, and the resumption of oil exports from the Kurdistan Region

remains uncertain. For detailed oil revenue figures according to the 2023 Iraqi budget, please refer to Table 6.

Table 6: Iraqi oil revenues according to the budget law in the first half of 2023.

Menth Export quantity :::'I"If'ﬂi“::z ;j;::rr:q Ku:?:::a:;m Reverue/ Dellar Revenue / billion Dinars
Exports/Barrel

January 108,500,000 3,500,000 3,100,000 400,000 $7,595,000,000.0 9,873,500,000,000 .

February 98,000,000 3,500,000 3,100,000 400,000 $6,860,000,000.0 8,918,000,000,000
march 108,500,000 3,500,000 3,100,000 400,000 $7,595,000,000.0 9,873,500,000,000
Agpril 105,000,000 3,500,000 3,100,000 400,000 $7,350,000,000.0 9,555,000,000,000 .
May 108,500,000 3,500,000 3,100,000 400,000 $7,595,000,000.0 9,873,500,000,000 .
June 105,000,000 3,500,000 3,100,000 400,000 $7,350,000,000.0 9,555,000,000,000 .
Total 528,500,000 17,500,000 15,500,000 72,400,000 $44,345,000,000.0 57,648,500,000,000




Conclusion

There are notable disparities between the projected expenditures and revenues outlined in Iraqg's budget and the actual
implementation. A clear example is the daily oil export target of 3.5 million barrels, while the average was 3.29 million
barrels. In terms of revenue, particularly non-oil revenue, not only failed to increase, but it has also incurred a deficit.
While the law anticipated collecting 13 percent of non-oil revenue, the first six months of this year saw less than 1 percent

of non-oil revenue being generated, with 99 percent coming from oil revenue.

The disparities between the budgeted revenues and expenditures, as reported by the Ministry of Finance, and the
variations from the figures stipulated by the law are striking. This difference is notably substantial, exceeding 1 trillion
dinars, and in the case of Anbar province alone, it amounts to 30 billion dinars. Undoubtedly, if we delve into the details of

the 65 institutions, ministries, and provinces, we are likely to uncover additional insights and discrepancies.

In recent developments, there's been talk that Baghdad is setting a rate of $6 per barrel for oil produced in the Kurdistan
Region. This stands in contrast to the annual allocation for investment in the broader Iraqi oil sector, which amounts to 15
trillion dinars, equating to a cost of $7 to $8 per barrel for oil production in Iraqg. It's important to note that the
composition and cost of a barrel of oil in the Kurdistan Region differ significantly from the rest of Iraq. These differences
aren't solely attributed to the involvement of international oil companies in the Kurdistan Region but are rooted in the
distinct geological characteristics of the oil wells and the unique environmental conditions of oil fields in the Kurdistan
Region. Consequently, the production cost is notably lower and doesn't align with the figures associated with Iraqg's oil

barrel production.




