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1) Work through the eight-step decision making process regarding the decision to enter Iraq, taking the following questions into consideration:

a. How much money can Talisman make by entering Iraq?
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b. What are the costs and benefits for Talisman entering Iraq?

Benefits:
New reserves/revenues
Leverage experience from Sudan

Costs:
Political risk in Iraq, not dealing with official government
Potential conflict/negative association for Talisman/govt payment
Partner Western Zagros is inexperienced





2) Should Talisman go into Iraq?  If so, how do they mitigate the risks relating to the project?

ID problem
ID decision criteria
Allocate weights
Develop alternatives
Analyze
Select
Implement
Evaluate

Decision making conditions: RISK
ID risks:
A) Governance/transparency/global reputation – Washington, NGOs
B) Economic stability
C) Political stability
D) Social/development issues
E) Security and human rights

Probability (low-high)/impact (low-high) matrix to prioritize “high-high” risks

Risk mitigation
A) Disclose fees to KRG, stay neutral politically
B) Meet/discussion with US govt, NGOs
C) Consider size of investment vs size of company, diversification
D) Assistance from Turkey/strong regional power, interest in KRG being under Iraq
E) NGOs, development/local investment projects
F) NGOs, due diligence re use of payment to KRG
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Low High Average

Reserves 193,000,000                      701,000,000                      447,000,000                     

F&D costs per barrel 1.65 $                                  1.25 $                                  1.45 $                                 

Capital spending 320,000,000 $                   875,000,000 $                   875,000,000 $                  

Capacity building fee 220,000,000 $                   220,000,000 $                   220,000,000 $                  

KRG carried interest 20% 20% 20%

Price 130.00 $                              65.00 $                                97.50 $                               

Revenue 25,090,000,000 $             45,565,000,000 $             43,582,500,000 $            

F&D costs 318,450,000 $                   876,250,000 $                   648,150,000 $                  

Gross profit 24,771,550,000 $             44,688,750,000 $             42,934,350,000 $            

Capacity building fee 220,000,000 $                   220,000,000 $                   220,000,000 $                  

Capital spending 320,000,000 $                   875,000,000 $                   875,000,000 $                  

Total costs 540,000,000 $                   1,095,000,000 $               1,095,000,000 $              

Project net profit 24,231,550,000 $             43,593,750,000 $             41,839,350,000 $            

KRG carried interest 20% 20% 20%

KRG allocation 4,846,310,000 $               8,718,750,000 $               8,367,870,000 $              

Talisman allocation 19,385,240,000 $             34,875,000,000 $             33,471,480,000 $            


