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SUBJECT: ITALIANS TALK BUSINESS ON MARGINS OF TRADE BANK OF
IRAQ LAUNCH

1. SIXTEEN EXPORT CREDIT AGENCIES - INCLUDING EXIM

BANK/OPIC, GERMANY'S EULER HERMES, JAPAN'S NEXI, AUSTRALIA'S
EFIC AND ITALY'S SACE - SIGNED AN AGREEMENT IN ROME TODAY

WITH THE NEWLY-FORMED TRADE BANK OF IRAQ (TBI) TO PROVIDE
APPROXIMATELY $2.5 BILLION IN SHORT-TERM TRADE CREDIT. A
CONSORTIUM OF SIXTEEN BANKS LED BY JPMORGAN WON THE CONTRACT
TO SUPPLY LETTERS OF CREDIT THROUGH THE TBI, PROVIDE CREDIT
FINANCE TECHNOLOGY, TRAIN IRAQI BANKING PERSONNEL AND ATTRACT
MULTILATERAL LENDERS. ON THE MARGINS OF THE SIGNING

CEREMONY, THE CONSORTIUM'S ITALIAN MEMBER, SANPAOLO BANK,
HELD A BRIEFING FOR ITALIAN INDUSTRY REPRESENTATIVES ON THE
BUSINESS CLIMATE IN IRAQ AND THE ROLE OF THE TBI.

2. IRAQ'S TRADE MINISTER, THE PRESIDENT OF TBI,AND THE

COALITION PROVISIONAL AUTHORITY'S DIRECTOR OF ECONOMIC POLICY
JOINED REPRESENTATIVES OF JPMORGAN, SANPAOLO AND SACE TO
DESCRIBE ECONOMIC CONDITIONS IN IRAQ AS WELL AS THE
RELATIONSHIPS BEING FORMALIZED AMONG FINANCIAL INSTITUTIONS.
ITALIAN INDUSTRY WAS WELL REPRESENTED AT THE MEETING BY
FINMECCANICA, TELECOM ITALIA, ENI, ENEL, AUTOSTRADE,

PARMALAT, FIAT, AND FINCANTIERI, AMONG OTHERS.

3. THE IRAQI TRADE MINISTER ALI ALLAWI GAVE AN HISTORICAL
OVERVIEVW OF THE ECONOMIC DISTORTIONS LEFT BY THIRTY YEARS OF
BAATH PARTY RULE. HE DESCRIBED THE EVOLUTION SINCE THE 1970S

OF IRAQ'S BLOATED, OIL-FINANCED PUBLIC SECTOR; ITS DEBT

FINANCED WAR-MAKING DURING THE 1980S; AND FINALLY, THE

REGIME'S MASSIVE EFFORTS TO CIRCUMVENT UN SANCTIONS DURING
THE 1990S. AGAINST THIS BLEAK BACKDROP, THE MINISTER

HIGHLIGHTED THE NEW LEGAL FRAMEWORK FOR CORPORATE FORMATION
AND INVESTMENT; THE ONGOING REHABILITATION OF INFRASTRUCTURE;
AND CRITICALLY IMPORTANT REVENUES DERIVED FROM OIL EXPORTS
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AND FROM INTERNATIONAL SUPPORT. FOR HIS PART, TBI PRESIDENT
HUSSEIN AL-UZR| UNDERSCORED THE POTENTIAL OF THE IRAQI
ECONOMY BY NOTING THAT DESPITE ITS HAVING ONE OF THE LOWEST
LEVELS OF PER CAPITA GDP, IRAQ POSSESSES THE SECOND LARGEST
PROVEN OIL RESERVES IN THE WORLD. HE WAS OPTIMISTIC THAT AN
EFFICIENT AND TRANSPARENT FINANCIAL SYSTEM IN THE COUNTRY
WOULD ALLOW IRAQ FINALLY TO TAP INTO ITS GREAT POTENTIAL.

4. DURING THE QUESTION AND ANSWER SESSION, INDUSTRY
REPRESENTATIVES EXPRESSED FRUSTRATION WITH THE LACK OF
TRANSPARENCY OF THE PROCUREMENT PROCESS. THEY URGED THE |
FINANCIAL INSTITUTIONS TO TAKE A MORE ACTIVE ROLE IN
FURNISHING BETTER INFORMATION ABOUT OPPORTUNITIES AND RISKS,
WHICH WOULD ENABLE BUSINESSES TO MAKE INFORMED DECISIONS
ABOUT HOW AND WHEN TO ENTER THE IRAQI MARKET. IN RESPONSE,
THE ITALIAN FINANCE MINISTRY REPRESENTATIVE SAID THAT SACE'S
AGREEMENT WORTH EURO 250 MILLION WILL HELP ITALIAN COMPANIES
TO SECURE AGAINST POLITICAL RISK. SANPAQOLO, WHICH WILL BE
ISSUING LETTERS OF CREDIT, PLEDGED TO PROVIDE MORE
INFORMATION AND SUPPORT TO ITS CUSTOMERS FROM NEWLY-OFPENED
FACILITIES IN KUWAIT AND THE UAE.
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WTO Accessions Division Director Arif Hussein enthusiastically supported Iraq’s interest in
WTO observership, stressing the importance of strategically calibrating the application as
politics at times interfered with the trade function of the organization. Technically the process is
simple, an application letter and supportive paper on Iraq’s trade regime, economic development
plan, WTQO observership expectations and Iraq’s presence in Geneva is submitted to the Director
General. The Chairman of the General Council then consults with member countries and
determines if the application should be placed on the agenda for the next General Council
meeting. If cleared the issue is raised at the meeting and a senior representative for the country
(in this case most likely Minister Allawi) would be there to accept the approval for WTO
observer status. Hussein stressed the importance of meeting with member countries, ensuring
WTO compliant laws and regulations, a strong diplomatic presence in Geneva and participating
in technical assistance programs (note: Hussein and others were critical of UNCTAD’s WTO
related programs, though some other programs particularly those focused on investment are
reputable.)

Jordan Ambassador expressed strong support for Iraq’s interest in the WTO and offered to
provide advocacy support with other Arab countries, advisory assistance and technical
assistance. The Ambassador hosted a luncheon meeting for the Iraqi delegation and the Arab
Group on Saturday, December 6%

Japanese Ambassador Oshima offered Iraq Japan’s full support including technical assistance.
(note: Oshima is rumored to become Chairman of the WTO General Council in February.)

UK Minister Neil McMillan offered Iraq Britain’s full support including assistance with the
process. He suggested that the two work together throughout the WTO observership application
process and beyond to ensure that any potential roadblocks (i.e. Iran, the Arab League or the EU)
are addressed.

EU Deputy Chief of Delegation Peter Thompson queried the delegation on the views of other
WTO officials regarding Iraq’s interest in WTO observership. He was particularly interested in
the delegation’s discussions with other Arab countries and the Secretariat. Thompson indicated
he was not in a position to offer the EU’s support until member countries are consulted. He
indicated that before providing support, the EU would need answers on Iraq’s governance
(prospects for democracy) and trade regime (including IPR, standards.) He also expressed the
EU’s potential concerns with other entities interest in participating in the WTO including Iran
(the EU has supported Iran’s application and some members have economic ties with the
country) Syria, and Libya (not concerned with the Arab League.)

Next Steps

To support Iraq’s interest in participating in the WTO I recommend that the following steps be
implemented as soon as possible.

1. Enhance Irag’s presence in Geneva by January 15, Ensure that officials linked to the
previous regime ar¢ removed from office. Increase the number and rank of staff. A high-
level, seasoned trade diplomat (someone of Rashan’s caliber) should be appointed as
Iraq’s Ambassador to Geneva. In addition, at least one other trade official should be
placed in Geneva. Consider refurbishing Iraq’s Mission in Geneva as it is small, dirty
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problem. Yesterday, one of two conveyor belts — 50% of capability -- was down due to lack of a
spare part. It is MoT employees at Umm Qasr who are in charge of commodity offloading. We
need to be forceful with MoT in pushing for efficiency, and I have begun this in a meeting with
the acting minister today, but my expectations are muted. The potential grain offloading
capacity is 8,000+ MT/day. Weshould plan for 4-5,000 MT/day. We should therefore tilt more

OFF grain shipments toward Aqaba and to Syrian and Turkish gateways. We will work this with
WWek.

Overall, the equities involved in Umm Qasr extend far heyond QFF. 1 have met with
Darryl Trent and with Dave Nash and we are, cordially, finding ways to coordinate our
individual operations.

COORDINATION: Transportation, Amb. Trent — ok
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December 20, 2003

Mr. James T. Morris
Executive Director

U.N. World Food Program
Rome, Italy

Dear Mr. Morris:

Thank you for your letter of December 19. I have valued the role the World Food
Program has played in assuring a reliable food supply to the people of Iraq, and [ welcome
WEFP's willingness to continue a role in the period ahead. My colleagues and I in the Coalition
Provisional Authority have enjoyed close and productive cooperation with WFP's
representatives, and we hope and expect that this cooperation will continue.

I have been following the progress of our negotiations on the Memorandum of
Understanding, not merely with WFP, but also with the Iraqi Ministry of Trade, since we must
achieve a tripartite understanding. Ibelieve, as you observe, that after some weeks of
discussions, we are close to achieving a mutually-satisfactory outcome.

I understand, however, that there is a question about the willingness of the WFP to
undertake one of the key responsibilities in the Memorandum, that of renegotiating existing Qil-
for-Food (OFF) contracts to amend delivery terms and so give suppliers greater confidence that
they will be able to fulfill their contracts. It was our belief that this was a responsibility that had
long since been mutually endorsed in the draft text. Ambagsador Mann advises, however, that
WEFP representatives have raised questions about this important provision. In consultation with
our Mission in New York, we have examined the concems WFP representatives have raised, and
we believe there is no impediment to proceeding in the manner we have originally envisioned.
But I must ask your assistance in bringing this important responsibility back on track within the
framework of our Memorandum.

Regarding the issue of procurement level, [ also favor a higher level of buffer stock
procurement, but the budget sitnation has imposed real constraints on the amount I can authorize
at this time. We have, however, moved to address the shortfall issue by moving forward Syrian
and Australian wheat contracts. Trade Minister Allawi advises as well that Iran has offered
100,000 tons from reserves. These measures, combined with the new procurement, give me
confidence that we will achieve our goals. Nevertheless, [ wish to move forward on the $110
million procurement as soon as possible, and 1 have directed Ambassador Mann to conclude
immediately a separate Memorandum with WFP on this procurement, if we can be assured that
this will not prejudice agreement on the full package of WFP involvement, as we had originally
envisioned.




Please note also that we have worked intensively with the Ministry of Trade to gain their
agreement on additional WFP procurement activities. Our Memorandum requests WEP to
perform regular monthly procurements until at least March 31, and this will further assist in
filling the Iraqi food basket. I believe the financial arrangements connected with these
subsequent procurements will provide the resources WFP must have in order to keep its structure
in good order. If this is not the case, please let us know the financial requirements in detail that
will be needed to perform the work.

I have directed Ambassador Mann and our colleagues to work through the holiday period
so that we can bring to closure this centrally important endeavor. Let me close with my gratitude
for the professionalism and effectiveness that WFP has demonstrated in these challenging years,
and let me express my warm thanks for your personal involvement.

T wish you the very best for the holidays.

Sincerely,

L. Paul Bremer III
Administrator
Coalition Provisional Authority
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SUBJECT: MESSAGE FOR CHRIS PATTEN FROM SECRETARY POWELL

NIACT JUSTIF{CATION PER SECRETARY PCWELL'S INSTRUCTIONS.

1. SUMMARY AND ACTION REQUEST: USEU SHOULD DELIVER THE
FOLLOWING, TIME-SENSITIVE MESSAGE TO EC COMMISSIONER CHRIS PATTEN.
END SUMMARY AND ACTION REQUEST.

2. BEGIN MESSAGE:

I AM CONTACTING YOU TO ALERT YOU TC A SERIOUS PROBLEM.

THIZ PAST WEEX IN GENEVA, AN IRAQ1 TRADE DELEGATION SUBMITTED A
FORMAL REQUEST FOR OBSERVER STATUS TO THE WORLD TRADE ORGANIZATION

(WTO) . THE IRACIS ARE ANXIOUS TC SECURE APPROVAL OF THIS REQUEST
| WHEN THE WTO GENLRAL COUNCIL MEETS ON FEBRUARY 12. THIS IS SOMETHING

THAT THE IRAQIS VERY MUCH WANT AND WE WHOLEHEARTEDLY SUPPORT THEM.
THEY HAVE BrEN ACTIVE IN CONSULTING WiTH W70 MEMBERS AND WE HAVE BEEN
GRATTIFIED THAT THE EU MEMBER STATES THEY HAVE SPOKEN WITH, INCLUDTNG
FRANCE AND GERMANY, HAVE BESZN VYRY SUPPORTIVE. THE ARAB STATES

AND OTHER KEY DELEGATTIONS HAVE ALSO BEEN SUPPORTIVE.

HOWEVER, I UNDERSTAND THAT AT THE EU'S 133 COORDINATING COMMITTEE ON
JANUARY 23, THE COMMISSION PROPOSED DELAYING A DECISION UNTIL A NEW
GOVERNMENT [8 IN PLACE. TIRAQ IS ONLY ASKING TO BE AN CBSERVER SO THAT
ZT CAN BEGIN TO LEARN ABOUT THE WTQ AND START DEVELOPING ITS TRADE
| REGIME. AT AN APPROPRIATE POINT, IRAQ WILL HAVE TO MAKE A REQUEST TO
| BEGIN THE PROCESS OF NEGOTIATING MEMBERSHIP IN THE WTO.
I
|

1 ALSO UNDERSTAND THAT MSMBER STATE TRADE MEMBERS WILL MEET IN DUBLIN
ON JANUARY 25. 1IN ADVANCE OF THAT MEETING, I STRONGLY URGE YOU TO
INTERCEDE WITH COMMISSIONER LAMY SO THAT THIS CRITICAL ISSUE CAN MOVE
FORWARD,

THE TEAM VISITING GENEVA THIS PAST WEEK ARGUED STRONGLY THAT WTO
MEMBERS ACT NOW ON THE REQUEST. THEIR MESSAGE WAS SIMPLE:
OBSERVERSHIP WILL PROVIDE AN IMPORTANT SIGNAL THAT IRAQ IS READY

TO REJOIN THE INTERNATIONAL FAMILY OF NATIONS AND READY TO PROMOTE
COOPERATION AND INVESTMENT BETWEEN TRAQ AND THE TRADING WORLD,

HOW CAN WE ARGUE AGAINST ADOPTING THE RULE OF LAW, FOSTERING

HOPE AMONG THE IRAQI PZOPLE, AND PROVIDING AN OPPORTUNITY FOR THE
IRAQI TEAM TO BEGIN LEARNING WHAT IT WILL NEED TO KNOW TO RBECOME A
WTO MEMBER? ASIDE FROM BEING ABLE TC "OBSERVE" THE WORKINGS OF WTO

1




MEETINGS, THE IRAQIS WILL ALSO BENEFIT FROM WTO TECHNICAL ASSISTANCE
TF THIS STATUS IS GRANTED.

IT WOULD BE HARD TO UNDERSTAND WHY THE COMMISSION WOULD WANT TO DELAY
THIS DECISION UNTIL MAY, THE NEXT CPPORTUNITY FOR GENERAL COUNCIL
ACTICN. THE WTO GENERAL COUNCIL AGENDA CLOSES ON JANUARY 29, SO IT IS
IMPORTANT THAT THE COMMISSION PROVIDE THE RIGHT MESSAGE TO THE IRAQIS
CN THIS REQUEST. I KNOW THAT WE SHARE THE SAME GOALS AND TRUST YOU
WILL HELP WITH A PROBLEM TEAT COULD EASILY BE AVQIDED.

WITH WARM REGARDS,
CCLIN POWELL

END MESSAGE.
POWELL
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