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Topics to cover

AEHORE

» Distribution A%reﬂezments and Sales into Irag
A3 212H 1T HIRFER I E S UE 5T

= Business Establishment and Practical Considerations

FERFAOBRBEEEBLOBER

« Joint Ventures and M&A in Irag
AZIIZHBTHERBE-MEA

= |nvestment Law and Investor Protections

BEZRLIVEBRERORE
* Dispute Resolution
B

* Electricity, Oil & Gas Sectors
BN BB RBARETLES
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Other Topigs in the Iraq Investment Guide
12VBEHAFDODAE
« Overview of Iragi Legal Framework

A 7EREDHE

« |P regulation,
AL EE L

* Real estate Law
TEE;

» Labour law
FiEhi%

* Contract |aw issues
REE D R

= Environmental laws and regulations
IR RE IR

* Taking security in Ira
A5 OT- 1 BB RO

* Bribery and corruption legislation
FRU R & BRI 9 &k
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Distribution Agreements and Sales into Iraq

45512851 B ERFE R & U 5t R
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Sales and Distribution into Iraq (1)
432129 5 mR5E (1)

Agency laws not restrictive

BRI IR EN

» Unlike many other Middle Eastern countries, Iragi law does not require local
commercial agent for import and sale of goods in Iraq
ZLDPRFELE-T, A57F L RibOBBEREAZR AL S IZ/32(8
REMATED

= No requirement for distributor to be granted exclusive rights
HERERMGRTERELLTRETAEHI LN

* Few protections for agents
READRFES DL
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Sales and Distribution into Iraq (2)

1521289 58 MRE (2)

Freedom of Contract for Sales

BEICBLNTEHAIDBH

= Contract with distributor can be written to protect foreign principal's rights
REEREELOEMIE. NERTOEFEHE

+ Compensation upon contract termination can be limited

R R HMIHAERLRH LRETES

» Direct sales from overseas into Iraq also possible
BHDLAZYICHT HEERTLAAE
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Business Establishment in Iraq
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Establishment options in Iraq (1)

1201281 DB R R DRIRE (1)

« In principle, no foreign investment restrictions

RAlELTHEHRROHBRA L

No legal prohibition on 100% foreign owned company
100% 4t EERICAIESh SRR AEREHSID

* Primary Options Available
FERSWRBILERE

Representative Office
EIER B

Branch of Foreign Company
NEEOXE

Iragi LLC
ASVIERAThLHAREISH

Other options include a Joint Stock Company (JSC), Sole Ownership
Enterprise, and Joint Liability Company
TOM. B, —ABE, #ﬂﬁﬁc’“?ﬁakﬁ‘%é .
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Establishment options in Iraq (2)

13VI2H 1T DB ERBADRIRE (2)

* Representative offices

EEREHR

¢ Simplest form of business establishment
oL EARRG I R A

No separate legal personality from the foreign company
NEOSHMASIRILEAEETET

Representative office is restricted to marketing, promotional, and information

collection activities
BHESPBAOEMET—T07  RIESLIUERIVEIZRE
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Establishment options in Iraq (3)

1771281 B RERBAD R (3)

* Branch of Foreign Company

HNESHOXE

No separate legal personality from the foreign company
HNEOEH-MSIRIILIZEARERES

(=) Branch offices only used where foreign company has entered into a contract
with an Iraqi government entity
I IE DR E. &Hilm%?iﬁ‘%ﬁ’?ﬁﬁ#&ﬁﬁt%’éfﬁ’a’&ﬁfﬁébfl.\%i%‘a@iﬁfﬁ
t AMULET)
Simplified conversion from representative office to branch upon executing
government contract
BARNEHELTHS, BEEABETIOXE~DEEFHELEBIL TS

° Companies Registrar in Kurdistan allows branch establishment without a

government contract
IINTARAELDEHBERB IR ZHNLTLICHEEISHIERMEEHFLTINS
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Establishment options in Iraq (4)
AZV12E 5B ERADBRE: (4)

* Limited Iﬁb&lll‘y company (LLC)
=

Limited liability of the LLC's shareholders
LLCO#EARSIHEFHR

1 to 25 shareholders
BREFIALE25ALT

Corn£any is managed by a "managing director”
MEkIAE I AEtEEE

No board of directors
B ESIEan
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Practical considerations (1)

EEHELOBER (1)

Role of the Companies Registry

“"*:I:EIEECD&E

* By law, companies registrar must approve many actions
{5524y, U BRBIEZOBREERBLAE TS ELHEL

° Generally 2 to 3 months required for establishment procedure
MWE . BRILOFHE2. 35ANEDL

« Establishment of a bank account in Iraqg commercial bank

45 RMRITICE 1HH8RITOEO RS

= A requirement in order to deposit the company capital
SHARDEFTANDI=HDEH

+ Signed lease for business premises also required

BRABISHHIFEHH ORREROWELEY
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Practical considerations (2)

EELOBEER (2)

* Document Notarisation and Consularisation

REOARES SURREE

«  Document notarisation, consularisation, and authentication is required, similar to
other Middle Eastern countries
ZL{DDHEFERERLL BARTOREOEBI L. KEEICEDR. TLTER
IZBTAFHEITBE

ARG BB LSHIEHBTEH
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Joint Ventures and M&A in Iraq
AZVI2BTHEFEE-MRA
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Joint Ventures and M&A in Iraq (1)
A3712BITDEM&A-SHEE (1)

+ Increasing cooperation between multinationals and Iragi businesses

BARERZILOHETINERELATIEREFRLDORHBEI BRI TS

* LLC most commonly used entity

BRBFERH(LLC) FEr2&bRELNLAIBERETHS

Capital investment possible

HAARBA TR

No Iragi ownership required, so full options of minority shareholder
protections can be incorporated

ASVERDERFENZHTENSH . ERBROHEAERAFBSNY
<o D R E O (REE S TR (7T A

Loans in any currency possible through offshore accounts
BORTOOEZBLTT A TOBREIZLEO— LA HE

+ Legal due diligence is critical

FEHTFA—TUCIU R (BER)IZEE

I
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Joint Ventures and M&A in Iraq (2)
A5912B1HBM&A-SFHEE (2)

+ Shareholder Pre-Emptive Rights

BREDH-RESIRIE

° Advantage of early investment—existing shareholders have pre-emptive
rights on new share issuance and transfers
BUMEE OFE: RO E SR OFHEREITEMOE OMRECE
LT5I%EELD

* Joint Venture Management

ERBEORE

= No board of directors legally permitted for LLC
LLCIZEWWTHRRSERE TS LITER ETEGL

¢ If concerned about managing director taking action alone, can require
shareholder approval for certain actions
HEMMAEOBEIMITHBICORAHNIE, ZLDOBEITHIHEERZOHIR
EEITHILNTED
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Simulation of Iraqi M&A/Joint Venture
150 DMEA-ERBEDIIaL—aYy
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Investment Law & Investor Protections

REZBLVNERERRE

!
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2006 Investment Law (1)
20065 & & (1)

* Investment Law

#RiE

Aim is to promote investment with incentives and protection
BRI, AT T OREFEAHIELICLYAT 21T HIREERT L

New 2009 change for foreign ownership of land
20094FIZ(ZAEAIZR B L HRF IThH M BFiT=1rekiE

* Investment License Awarded to “Projects”

BRSAEADHERBRETTIODIM1TE

Not to the operating entity
0Tz ETTARETIEAZL

Minimum capital requirement is US$250,000
BIREREHE25TAKRIL

Practically, required by Iraqgi Companies Registry for any new project
[RA| SHBERBFLTRAFI L ADIIEEZRDHD 19
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2006 Investment Law (2)
20064F 1 &3 (2)

+ Key Benefits and Protections

FGA) v ERE

Easier repatriation of capital and profits
AREHBOREANDEENLYBERIC

Certain protections from seizure and nationalisation
IR EFICHT 2—FEOHF

Right to lease land
THEEEET HER

Easier employment of non-Iraqi nationals
AV ANDERAMNELEYESIC

Tax exemptions
AR D IEbR

20
I

Herbert Smith

2006 Investment Law (3)
2006 F 2 &k (3)

+ National Investment Commission

ERERERSE(NIC)

Body which awards investment licences
BESA A% 5T SR

Need to submit to NIC report on financial competency, details of past and
current projects and details of proposed Iraqi project with timescales 7
NICISHL TIEFMEED ., BESLUVREOTOO 7RO M, o UICHRTOY
IOMDEMERFEREESV) ZIRETHUEHY

NIC liaises with other relevant authorities on behalf of the investor
NICIE, R ERD 5. thOBRIELEHRT S

21
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2006 Investment Law (4)
20065 &% (4)

* Obligations on the Investor

BRROEF

= Training Iraqi workforce, and NIC will look for at least 50% of workforce to be
Iragi nationals
NICIE. /7 ADFBEDOINFCTOCIIFEEDS0N L LEASHERM SH
BIEEEH/LTD

* Information requirements

1R 8%

* Adherence to timeframes and schedules stated in license; and lateness of more
than six months can result in cancellation of license
FHEIC B ERGETHT. 67 AL LDERIFISA o RO MHEH

> Follow Iragi laws and meet reporting requirements
13 7EDETFTOMER

Herbert Smith AN T eont

Dispute Resolution

B RRR

23
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Dispute resolution in Iraq (1)

A3V FMR (1)

« Court structure

) P 6l BE

8 '[pre%utiered system

Some specialised courts
BHREHIFTtHD

No jury trials
ﬂ%%gl:a\:éﬁﬂﬁﬂlif;l,

Constitution states in_degendence of the judiciary
BEEEEDMIZF

‘ Herbert Smith N S
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Dispute resolution in Iraq (2)
13012 E1T 50 FMRR (2)
* Court proceedings

RN FHE

Inquisitorial system
iAE &

Mainly written pleadings and evidence
FITEE R OBR SR

Limited interim remedies available
RS- sn sy A E

Full range of substantive final remedies
TRALVEGFRE EOHFHE

-
i
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Dispute resolution in Iraq (3)

1ZVI2B1T 2 F /R (3)

+ Arbitration

= No specific arbitration law
BAlGEfhER &L

Civil Procedures Code allows the parties to choose the form and rules
ASVREFFECHITHBFS I MHEOBX LR ERIRTED

+ Enforcement of foreign judgments

SHEROBIT

Generally, Iragi courts will only enforce if there is a bilateral treaty or
international treaty in place with the relevant country

BE, 70T LZER T BB EEEEREHATEIh T
FIFRIEEITLAEL

28
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Dispute resolution in Iraq (4)

A3DVIZH T 50 FRR (4)

* Riyadh Convention

URd a0

Iraq is a signatory
AL E

Provides for mutual enforcement of judgments between signatory States
HHEM CHREICHROMITEEDHEH

Must conform to the principles of Shari'ah
) =T EORAIZB > TLEITRIEES AL

« Enforcement of foreign arbitral awards

HEHRYINOBRIT

Iraq is not a signatory to the New York Convention but is negotiating entry
A22E=2—3—2&RNOHHE TIEEULA, HEEiHEsh

Riyadh Convention applies to arbitral awards
U RERHIZHERIEICLERENS 27
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Dispute resolution in Iraq (5)

13012861+ 2F R (5)

» Foreign Investor Dispute Resolution

HEBRROB SRR

> Specialist court opened in late 2010 to handle disputes involving investors
2010 HEICBREAZONEFEEHT HEHBHFAARESNI:

Specialist judges will rule on disputes, designed to reassure foreign investors that
Iraqi law will protect their investments :
HERERICASVESREERUTILEORLES A DOITHRGEHE AT
BHTEITHD

¢ Two more specialist courts planned for Mosul and Basra
E—RIPNRAZICHEE T HTFE

28
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Electricity, Oil & Gas Sectors
Bh. BHBLIUERRTAEI5—

29
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Electricity sector (1)

EAhtH/5—(1)

+ Highlights
ERHOR

> Proposed Iraqi electricity law currently before the Parliament
BAEDEREREASIEETRED

° The Iraq Electricity Master Plan
ASHOBARAE—TS

* Designed to increase electricity generating capacity in Iraq
ASVIBITHRERZBOT HICHISh TS

= Projected investment (short and long term) in electricity generation and
improvement and expansion of transmission/distribution networks
EJr%?éL‘CL\%; HEBEHCISEBERVN)—I20OWELSLIVCLXICETL RS LU ED
D) P

Herbert Smith @ Trisiviciby s

Electricity sector (2)

BAhEH5—(2)
* IPPs inlraq
AFVICE 1T HERABWEPP)

> Tender process and bids submitted with regard to four gas-fired IPPs
4DDHAKRAIZLSEHBEHBEEIPP)ZRETHAHL

* To add a total of 2, 760MW in electricity generation capacity
BE2750AH T DFEBRENEMA S

= Bids to be assessed on multi-pronged criteria such as tariff, experience, financial
strength and development plans i
AfLIETHE, BB, BB HCHEHESOEENEEEIZI->THESNS

¢ Financial close expected later this year
T7AF v H0—X S ERPDFETHA

31
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Oil and gas sector (1)
Ail-KRAREI5—(1)

» State organisation

E D HE

° 16 State owned oil companies
16DEER AR

= State Oil Marketing Organisation (SOMO) responsible for marketing
EE R RGN (SOMO) A HRSEE 1B Y

> Petroleum Contracts and Licensing Directorate (PCLD) controls tenders and
bidding
BiMZH -5 toRFH (PCLD)A AT O R EEIE

32

l
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Oil and gas sector (2)
Bl -XKRTRAEI2—(2)

Draft Petroleum Law

MEHER

= New independent holding company
iz Lt

= New High Federal Oil and Gas Qou_nqii
Fi-ZERBEShIRFEHBBARTES
Production sharing agreements

EEMS 52

Kurdistan

SILTFARE Mg

o

Passed a regional Petroleum Law and has signed a number of production
sharing agreements

MEDRBEERISE, LODDEEYH 52N ER/EFH

33
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Oil and gas sector (3)

Al -RKERHTAE2H5—(3)

* lraq licensing rounds

ASVDARZFIVE

* Three to date (June 2008, December 2009 and October 2010)
SET3D(200BFEM6H ., 2009128 . 2010F10H)

+ First round contracts

E1RANTIVFDRY

= Two types of contract: gas service development and production contract
and oll technical service contract

THEEORRN: AR —E R EEZN LA BRI —E X2

» Second round contracts

HE2RANTIVE

o

Single model contract, close in form to the first round gas contract
ERBIZIFZEIRALSIUEDHRZHIZEHLL-. E—OFETILEH

Herbert Smith F & Py
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Oil and gas sector (4)

Bil-KRHRAEI5—(4)

« Third round contracts
HIRANTIVFOEYH

= For gas fields only
KAOTAHDH

= Service contract, similar to the contracts in the first two rounds
BRNIIEETRALS TR OHREHITHLLE, B—DET LR
Fourth round contracts

‘ WARAHSIUEDEW

*  For gas fields; to be held in November 2011
REAZABDH, 2011F11 BIZFESIA TS

= Number of sites offered stated as being 12
125 AL RELSD

*  Possible variation from the service contracts in the previous three rounds
SETOY-tAZNOERL OB ED MDY

35

Herbert Smith @ T

il



David Laurence

David Laurance
Partner, Dutal

david laurence@herdertsmih com
T. #3714 428 5302
1 +B71 50 BS54 B451
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Partner, Corporate

David has been a pariner in Herbert Smith's corporate division since 2001, and has
specialised in the energy, natural resources and infrastructure sectors for over 12
years. David lived and worked in Japan for 10 years and has advised on
transactions in some 30 jurisdictions, predominantly in Asia and the Middle East.
David has worked on numerous projects, covering upstream oil and gas
developments, power projects, water projects, pipelines, refineries and
petrochemical facilities. He also regularly advises on mergers and acquisitions in
the energy seclor.

Key transactions include advising:

« Gazprom Neft in its role as operator of the Badra field in Iraq

- aconfidential cllent in relation to the Mansuriya gas field during the first Iraq oil
and gas bid round

- aconfidential client in relation to the second oil and gas bid round in Iraq

- aconfidentlal client in relation to a short term service contract in Irag

- Sumitomo Chemilcal in conneclion with its role as developer, together with
Saudi Aramco, of the $9.8 billion Rabigh Refinery Expansion and Petrochemical
project, winner of the IFLR Middle East Project Finance Deal of the Year

- Japanese Trading Companies in relation to power and water projects in India,
Iran, Pakistan, Saudi Arabia, the UAE and Taiwan

' et

Christopher Gunson
Associale, Dubal

christopher gunsan@neroertsmth com
T.+971 4 428 6333
M +971 50 554 B8BS
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Christopher Gunson

Associate, Corporate

Christopher is admitted to the New York Bar and has been based in the Dubai office
of Herbert Smith since 2009. He moved to the Middle East after practicing in Tokyo.
Christopher is fluent in Japanese and his experience focuses on advising Japanese
clients on investments and business across the Middle East.

Key transactions include advising:

» Gazprom Neft in its role as operator of the Badra field in Iraq

» a confidential client on its equity investment into an Iragi company

»  Mitsul E&P ME in its acquisition of an interest in an oil field in Oman

» aJapanese media company on its investments and business into Saudi Arabia and
the UAE

+ aJapanese chemical company on its investment into a petrochemical plant in the
UAE and export to the regional market

+ Japanese companies on all aspects of distribution and sales agreements in the
Middle East
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