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t Emergency Cell for Financial Reform, 'The White Paper for Economic Reform: Vision and Key Objectives,” Government of Irag, October 22, 2020, https://gds.gov.ig/ar/irags-
white-paper-for-economic-reforms-vision-and-key-objectives/ , English: https://gds.gov.ig/irags-white-paper-for-economic-reforms-vision-and-key-objectives/. Updated estimates
based on latest data from the MoF at http://www.mof.gov.ig/obs/ar/Pages/obsDocuments.aspx, and SOMO https://somooil.gov.ig/exports. The percentage in 2021 has declined
due to the different exchange rate and would be at 124% of oil revenues under the prior exchange rate. The amounts for salaries and pensions do not include the estimated
600,000 + employees of the State-Owned Enterprises (SOE’s) given the lack of reliable data.

2 Finance Minister: Public sector employees, including pensioners, exceeded 6.5 million. (Arabic), al-Mada Paper, May 29, 2019, https://almadapaper.net/view.php?cat=218954

3 Al-Kadhimi orders the release of public sector employees’ salaries for October and November after the Parliament passed the deficit financing law, Rudaw (Arabic), November 12,
2020, https://www.rudaw.net/arabic/middleeast/iraq/1211202011

4 The next issue of the Iragq Economic Review will include a discussion of the budgetary crisis between Erbil and Baghdad and the position of the Kurdistan region within the federal
budget in terms of the Region’s commitments and allocations.

> Ahmed Tabagqchali, ‘Gone with the Muhasasa: Iraq’s static budget process, and the loss of financial control,’ the Atlantic Council, January 6, 2021,
https://www.atlanticcouncil.org/in-depth-research-reports/report/gone-with-the-muhasasa-irags-static-budget-process-and-the-loss-of-financial-control/

6 Actual data for 2019 and January-October 2020 obtained from the Ministry of Finance (http://www.mof.gov.ig/obs/ar/Pages/obsDocuments.aspx), the ministry of oil
(https://oil.gov.iq) and Statista (https://www.statista.com/statistics/262861/uk-brent-crude-oil-monthly-price-development/). November-December estimations are based on the
government’s proposals for deficit financing and the CoR'’s subsequent deficit financing legislations.

7 Numerical values are rounded up to a single decimal for simplification. Please bear in mind the impact this round up has on USD values. Dollar values spent/budgeted before
December 2020 are based on the pervious exchange rate (1 USD = 1,190 IQD). Thereafter, values are based on the new rate (1 USD = 1,460)

8 In order to appease demonstrators, the prior government lowered the retirement age to 60, freeing 200,000 jobs, and added 300,000 new jobs for a total of 500,000 jobs. Karam
Saadi, ‘the new retirement law sparks controversy in Irag,” the New Arab (Arabic), February 22, 2020, https://www.alaraby.co.uk/@lall- §-Jlall- sp-dpazll-acladl-o 558

Prime Minister’s Advisor: Insuring payemnts for public sector employees, al Sabah (Arabic), February 17, 2020. https://alsabaah.iq/22006/

° Samir al-Naseeri, ‘Emergency Cell for Financial Reform,” al-Sabah (Arabic), May 16, 2020, https://alsabaah.iq/25528/JlJl-zdueM-ts)lshall-dds

10 “A white paper is a report or guide that informs readers concisely about a complex issue and presents the issuing body's philosophy on the matter. It is meant to help readers
understand an issue, solve a problem, or make a decision. The initial British term, concerning a type of government-issued document, has proliferated, taking a somewhat new
meaning in business. In business, a white paper is closer to a form of marketing presentation, a tool meant to persuade customers and partners and promote a product or
viewpoint.” Source: https://en.wikipedia.org/wiki/White_paper

11 Emergency Cell for Financial Reform, 'The White Paper for Economic Reform: Vision and Key Objectives,” Government of Irag, October 22, 2020, https://gds.gov.iq/ar/irags-
white-paper-for-economic-reforms-vision-and-key-objectives/ ,
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12 Unofficial English translation of the White Paper, Iraqi Economists Network, October 19, 2020, http://iragieconomists.net/en/2020/10/19/irag-white-paper-complete-english-
translation/

13 Ahmed Tabagqchali, ‘Irag’s investment Spending Deficit: An Analysis of Chronic Failures,” Institute of Regional and International Studies (IRIS), December, 2018,
https://auis.edu.krd/iris/latest-iris-publications/irags-investment-spending-deficit-analysis-chronic-failures
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14 Ahmed Tabaqchali, ‘Will COVID-19 Mark the End Game of Iraq’s Muhasasa Ta'ifia,” Arab Reform Initiative, April 24, 2020, https://www.arab-reform.net/publication/will-covid-19-
mark-the-endgame-for-irags-muhasasa-taifia/

15 A case of the “Dutch Disease,” which is defined as: “Dutch disease is an economic term for the negative consequences that can arise from a spike in the value of a nation’s
currency. It is primarily associated with the new discovery or exploitation of a valuable natural resource and the unexpected repercussions that such a discovery can have on the
overall economy of a nation.” James Chen, Investopedia, November 22, 2020, https://www.investopedia.com/terms/d/dutchdisease.asp

16 As the state revenues mostly come from oil sales in USD, devaluating the IQD would enable the state to make its domestic obligations in IQD without running the risk of further
depletion of the country’s foreign currency reserves.

7 For a review of the importance of the agricultural sector to the economy see chapter four of the World Bank’s report ‘Breaking out of Fragility: A country economic
memorandum for diversification and growth in Iraq”, the World Bank, September 30th, 2020, https://www.worldbank.org/en/country/irag/publication/breaking-out-of-fragility-a-
country-economic-memorandum-for-diversification-and-growth-in-iraq

18 The Central Bank of Iraq statement on the exchange rate adjustment, December 21, 2020, https://cbi.ig/news/view/1624
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19 CBI Monthly averages of the official exchange rate (navy), parallel market rate (sky blue), the premium of parallel market rate versus the official rate (blue, right hand side scale).
Note: The devaluation took place on December 19%, and thus the chart for the month has an average of the old and the new rates. Moreover, the IQD parallel market rate was
between 3-12% above the official price for much of 2012-2013, and the low premium was a recent feature that ended with the return to fears of conflict in early 2020 and the
disruptions brought by the coronavirus.

20 See a complete draft of the Ministry of Finance 2021 budget proposal, al-Rasheed Media (Arabic), December 17, 2020, https://www.alrasheedmedia.com/wp-
content/uploads/2020/12/4JWl-deudl-Lslx5Y1-Aelad-45)) goll-0 93 B-£ 9 4e-2021 . pdf

2L All subsequent USD values relating to the 2021 budget are based on the new exchange rate of 1 USD = 1460 IQD

22 The increase in spending stems from adding more public sector posts — a decision taken by the prior government. These additions include 312,237 more hires thus taking the
total public sector employees number to 3,250,838.
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23 Other social security measures include budgeting 0.6 trillion IQD to support youth-led small and medium enterprises (SME's) and 0.8 trillion QD towards health measures to
combat the effects of COVID-19. Additionally, the proposal allocates 4.2 trillion IQD for the increase in pension payments in 2021 and 1.5 trillion IQD towards rectifying past
shortages in commitments to survivors of martyrs and victims of political persecution and their survivors.

24 A complete draft of the Council of Ministers 2021 budget proposal: https://drive.google.com/file/d/1ezNiFZVEJtGEMP5TYZONxzhgqR3HOrzgM/view

25 The scale, for all public sector employees except the top positions, starts at 10% for income above 1QD 500,000, 20% for income above 1QD 1,000,000, and 30% for income
above 1QD 1,500,000. Effectively this translates to around 1% for income above 500,000 IQD ($342.5) per month and increases proportionally to 27% for incomes above 10 million
1QD ($6,849.3) per month.

26 The scale, for all public sector employees except the top positions, starts at 10% for income above 1QD 500,000, 20% for income above 1QD 1,000,000, and 30% for income
above 1QD 1,500,000. Effectively this translates to around 1% for income above 500,000 IQD ($342.5) per month and increases proportionally to 27% for incomes above 10 million
1QD ($6,849.3) per month.

27 |n a confidence building measure intended to stave off public dissent, the CoM introduced a 40% flat tax on the total pay of the President, Prime Minister, Parliament Speaker,
the heads of the Supreme Federal Court and the High Judicial Council, and the deputies of all these posts. A similar 30% tax was imposed upon the incomes of ministers,
Parliament members, and directors-general.
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28 Data based on the 2021 budget proposal as amended by the CoM, the initial MoF proposal which was leaked on social media. KRI figures are derived from the budget proposal,
estimates of KRG’s independent oil sales on top the 250,000 bbl/d that are required to be sold through SOMO. The estimates are based on expectations that the KRG-Gol deal will
likely not materialize, and thus the Gol would pay part of the KRl salaries in line with what was paid in 2019 and most of 2020.

29 |nterestingly the MoF proposes to reduce the call on the CBI by 17.1 trillion IQD ($11.7 billion), i.e. the call on the CBI goes down to 30.1 trillion 1QD ($20.6 billion). While details
are not provided, the 17.1 trillion 1QD is mostly composed of 8.5 trillion 1QD ($5.8 billion) from national bonds, even though the sales of such bonds in the past have rarely crossed
0.5 trillion 1QD ($342.5 million); and loans of 1.8 trillion 1QD ($1.2 billion) and 5.9 trillion 1QD ($40.4) from the World Bank and the IMF respectively.

30 IMF says Iraq seeking emergency loans after oil price plunge,” Al-Jazeera, January 25, 2021, https://www.aljazeera.com/economy/2021/1/25/imf-says-irag-seeking-emergency-
loans-after-oil-price-plunge

31 ‘The IMF’s Rapid Financing Instrument,” International Monetary Fund Factsheet, April 9, 2020, https://www.imf.org/en/About/Factsheets/Sheets/2016/08/02/19/55/Rapid-
Financing-Instrument
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32 ‘IMF Extended Fund Facility,” International Monetary Fund Factsheet, June 5, 2020, https://www.imf.org/en/About/Factsheets/Sheets/2016/08/01/20/56/Extended-Fund-
Facility
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