Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 6 of 89

LONDON COURT OF INTERNATIONAL ARBITRATION

ARBITRATION NO. 132527

BETWEEN:

PEARL PETROLEUM COMPANY LIMITED
DANA GAS PJSC
CRESCENT PETROLEUM COMPANY INTERNATIONAL LIMITED

Claimants

and
THE KURDISTAN REGIONAL GOVERNMENT OF IRAQ

Respondent/Counterclaimant

THIRD PARTIAL FINAL AWARD

Tribunal:

Lord Hoffmann (Presiding Arbitrator)
Lord Collins of Mapesbury
Mr John Beechey

O January 2017



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 7 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 8 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 9 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 10 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 11 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 12 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 13 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 14 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 15 of 89



AoCT L.L77LV-UVOIT~ M IVl JULuUllIclit L= 1 1HCU vVJriLa/Li rayc 1V Ul OoJ



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 17 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 18 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 19 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 20 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 21 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 22 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 23 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 24 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 25 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 26 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 27 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 28 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 29 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 30 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 31 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 32 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 33 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 34 of 89



Case 1:17-cv-00894-APM Document 1-4 Filed 05/12/17 Page 35 of 89

“...undertake a joint review of the natural gas energy sector to prepare a
comprehensive natural gas subsector development plan that will guide and
promote the development of KRI’s natural gas infrastructure for the
future.”

90. Clause 3 provided for a review which would investigate, among other things, the
investment requirements for the development of the natural gas energy sector and clause

4 for the formulation of a development plan. Clause 5 then provided:

“On the basis of the review and investor plan referred to in Clauses 3 and
4 above, the Parties shall develop and implement the concept of a private
sector-driven petrochemical/downstream complex, “Kurdistan Gas City”
to be located in an optimal location within the Kurdistan Region, utilizing
gas as it becomes developed and available from future development of gas
fields in and into the KRL.”

91.  Finally, clause 6 provided:

“In consideration of the Companies undertaking activities under the SAP,
the Companies shall be entitled to reimbursement of all costs and expenses
funded by the Companies under the SAP, the terms of which shall be
separately agreed...”

92..  The KRG terminated the SAP in one of its letters of 24 May 2009.* 1t did, however,

invite a claim for reimbursement of costs under clause 6:

“In accordance with section 6 of the SAP, if you wish to agree on terms to
pay reimbursable costs and expenses funded by the Companies under the
SAP, please provide to the Minister of Natural Resources, within 30 days
hereof, a statement, receipts and other supporting documentation, and an
accounting of such reimbursable costs and expenses funded by the
Companies.” ‘

93.  Pearl at first alleged that the termination was wrongful. The KRG answered that it had no
further obligations under the SAP. It was not obliged actually to build Kurdiétan Gas

“ D120
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94.

95

96.

City. Dana and Crescent now say that the point is moot because they confine their claim
to reimbursement under clause 6. There is a complication about this because Pearl’s
quantum expert Mr Boulton, in estimating Pear!’s losses from delayed development, has
surveyed the potential market for the gas it could have produced and included a scenario
in which Gas City had become a reality. The KRG invites the Tribunal to declare that the
KRG had no obligation to build Kurdistan Gas City and that Mr Boulton’s scenario

therefore lacks reality.

The Tribunal does not think it should make such a declaration because the fact that the
KRG was not obliged to build Kurdistan Gas City does not mean that it would not have
been built, whether in co-operation with Dana and Crescent or someone else. The terms
of the SAP are only one matter to be taken into account in deciding whether this

prediction is realistic or not.

That leaves the claim for reimbursement. Dana and Crescent formed a joint subsidiary
(Gsas Cities Limited or “GCL”) to carry out the SAP work. Its accounts, audited by
PricewaterhouseCoopers (“PwC”), show expenditure of US$1,263,000.** PwC has also
verified direct expenditure by Crescent of US$391,000. The total claim is for
US$1,654,000.

To this claim the KRG raises three technical and unmeritorious objections. First, clause 6
says that the terms of reimbursement “shall be separately agreed”. The KRG says that it
has not agreed the terms and therefore does not have to pay anything. The Tribunal has
no hesitation in rejecting that proposition. The clause provided that reimbursement of
costs was the consideration for the Companies’ services under the SAP, as the KRG itself

recognized in its letter of termination: The terms to which clause 6 referred were simply

“E2/343
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112.  The amount invoiced by Pearl for condensate for the period from 1 February 2016 to 3

March 2016 was US$11,633,590.

113.  The KRG submits that as the Second Memorandum of Agreement was operative from 1
February 2016, Pear]l must be deemed to have sold directly into the local market from that
date. It therefore cannot invoice the KRG under BP [7] of the MoA. The Tribunal does
not accept this. Pearl agreed not to charge the KRG the delta between the international
price and the actual price realized. This cannot apply to a case in which the KRG simply

took the condensate and Pearl realized no price at all.

114. The Tribunal will therefore order payment of US$121,095,282 for the period from 30.
June 2015 to 31 March 1016.

G. Excess Gas

115. The HoA provides for the sale by Pearl of what it calls “Excess Gas”:>°

“Dana shall be entitled to take title and market any " Excess Gas" on an
optimised arms-length commercial basis, with first priority being given to
local industries, and then (if available in sufficient quantities) for export.
"Excess -Gas" shall mean any gas in excess of the specification gas
required to be supplied by Dana to the IPP, on behalf of the KRG, free of
charge...”

116.  In its First Partial Final Award, the Tribunal said that “excess gas” meant gas in excess of
such as was “produced by the plant at Khor Mor constructed in accordance with the

Initial Services Plan”.

S BP {3].
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