
AVRASYA 
İNCELEMELERİ 
MERKEZİ 
CENTER FOR 
EURASIAN STUDIES

IRAQ HAILS DOWNSTREAM PROGRESS

- 11.05.2018

YourOilandGasNews.com (10 May 2018)

Baghdads slow-moving downstream expansion ambitions passed two milestones in late April.

A heavyweight Chinese team signed up to develop the largest greenfield refinery of a plethora put 
out to tender over the past 18 months  ጀ cementing the growing dominance of Chinese companies 
in federal Iraqs oil sector and chalking up a rare success in a decade-long drive to attract foreign 
investment into the sector.

Meanwhile, self-sufficiency was achieved in a key oil product for the first time since the advent of 
the new regime 15 years ago, attributed in large part to the accelerated rehabilitation under way 
of refineries in areas liberated from so-called Islamic State (IS) last year. 

A joint venture of Beijing-owned defence specialist Norinco Group and compatriot PowerChina on 
April 28 signed a contract with the Ministry of Oil (MoO) to develop a 300,000 bpd export refinery 
and petrochemicals complex on the Al-Fao peninsula in Basra Province.

Bids to invest in the project on a build-own-operate (BOO) or build-own-operate-transfer (BOOT) 
model were first invited in March last year and a winner announced in late January, but the 
identities of the companies were hitherto unclear.

Norinco has carried out projects elsewhere in the Iraqi oil sector and subsidiary China Zhenhua Oil 
signed a five-year agreement with the MoO in December to develop part of the giant East Baghdad 
field near the capital, targeting production of 40,000 bpd.

PowerChina typically focuses on power generation and infrastructure   ጀ  but ventured into Middle 
East refining through a deal signed in October by subsidiary Sinohydro to design and build a 
proposed US$2 billion fuel oil refinery at Ain Sokhna in Egypt.

Two Chinese companies were among only three firms to win upstream licences in Baghdads 
international bid round on April 26, while Beijing-owned PetroChina and China National Offshore Oil 
Co. (CNOOC) operate the two main oilfields in Missan Province.

The MoO has tendered a series of refining projects since the accession of Oil Minister Jabbar al-
Luaibi in August 2016   ጀ  in an attempt to reinvigorate a faltering downstream expansion 
programme initiated in 2007.

However, the majority have thus far failed to find credible investors. The Fao project benefits from 
its export orientation and closeness to existing infrastructure: a large portion of crude from the 



major southern fields is piped to the peninsula for export.

The project is also a particular priority for Baghdad, which has long aspired to add value to the 
countrys crude by developing a major petrochemicals industry. Other downstream schemes on the 
slate are still suffering delays.

On April 22, a belated four-week extension until June 15 of the deadline for bids to develop a 
100,000 bpd refinery at Qayara near Mosul was announced. Documents would be available until 
May 15 rather than April 1, the ministry said – implying a weak response before the original cut-off.

A long-planned refinery at Nasiriyah in Dhi Qar Province was tendered as a stand-alone BOT/BOOT 
project in mid-2017 but after missed deadline extensions, the fate of the project is unknown.

Other smaller facilities proposed over the past 18 months likewise remain without investors. The 
Qayara scheme is one of several hastily put out to bid in the wake of the expulsion of IS from the 
north and west of federal territory in the second half of last year. 

While exports of oil products and chemicals promise a much-needed boost to Baghdads finances, 
downstream development is a priority in the short term primarily for the domestic benefits   ጀ 
providing fuel and powering local services and thereby assuaging popular complaints of a lack of 
payoff from the countrys bountiful oil endowment.

On April 22, the MoO announced with considerable fanfare the cessation in May for the first time 
since 2003 of kerosene imports  ጀ  in light of self-sufficiency having been achieved. The landmark 
was celebrated in an open letter to Prime Minister Haider al-Abadi signed by al-Luaibi   ጀ  who is 
standing in parliamentary elections this month.

Output of the key product was said to have reached 17,894 cubic metres per day in March   ጀ 
equivalent to around 113,000 bpd   ጀ  partly as the result of a rehabilitation of facilities since the 
militants defeat. Consumption was put at 108,000 bpd.

According to OPECs 2017 Annual Statistical Bulletin, total throughput at Iraqs refineries in 2016 
was 449,000 bpd  ጀ down from 601,000 bpd three years previously  ጀ of which only 34,000 bpd was 
kerosene. Al-Luaibi announced in January that part of the Baiji refinery  ጀ once the countrys largest 
at 310,000 bpd but located on the strategic Baghdad-Mosul road and severely damaged during the 
civil conflict – would be rehabilitated to produce around 70,000 bpd by the end of the year.

The ministrys accelerated drive to improve provision in the restive northern provinces was also 
evident in a deal signed in February with Kurdistan-based Ranya International to develop a 70,000 
bpd refinery near Kirkuk  ጀ in an area recaptured in October from Kurdistan Regional Government 
(KRG) forces, which had seized control in the aftermath of the IS invasion.

This NewsBase commentary is from our DMEA publication. To sign up for your free trial, click this 
link: http://newsbase.com/publications/dmea-downstream-middle-east-africa
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