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OFFICE OF THE UNDER SECRETARY OF DEFENSE
1100 DEFENSE PENTAGON
WASHINGTON, DC 20301-1100

COMPTROLLER
(Program/Budget)
COVER BRIEF
TO: UNDER SECRETARY OF DEFENSE (COMPTROLLER)

THRU: PRINCIPAL DEPUTY AND DEPUTY UNDER SECRETARY OF DEFENSE
FOR MANAGEMENT REFORM
DEPUTY COMPTROLLER (PROGRAM/BUDGET)
DEPUTY UNDER SECRETARY OF DEFENSE (FINANCIAL MANAGEMENT)
) Joby M, 200>
FROM: €tr DIRECTOR FOR OPERATIONS & PERSONNEL Ggﬁﬂﬂ . B«?%w« ACTING
SUBJECT: Project from the Office of Coalition Provisional Authority (OCPA)

PURPOSE: To obtain your approval and release of funding for the Restore Iraqi Oil (R10)
" Infrastructure Plan

DISCUSSION:

Analysis of Request
»  Attached is the $961 million OCPA request to fund RIO infrastructure (Tab A).

» The request is based on the total RIO need of $1,398 million from a Rough Order of
Magnitude (ROM) estimate minus $437 million (Tab B) broken down as follows:

«  $225 million for expenses related to the emergency import and distribution of
benzene and liquid petroleum gasoline (LPG) through 09/30/03 to be funded by a

separate project. One month’s supply was funded from seized assets at a cost of $90
mitlion on 06/13/03, and

«  $212 million paid from the Natural Resources Risk Remediation Fund (NRRRF) for
obligation, contract, and unexploded ordinance costs through 06/06/03.

* The ROM was prepared by the Iragi Ministry of Oil, Kellogg Brown & Root (a subsidiary

of Halliburton), and the U.S. Army Task Force (TF) RIO, and is summarized below
(dollars in millions):

(% in Millions)

ROM COST INPUTS 1. System Restoration $817
2. System Maintenance and Operating Equipment 17
3. Vehicles and Heavy Equipment 54
4. Security Safety and Environment 58
5. Communications 36
6. Other (including benzene and LPG) 416
TOTAL RIO COSTS $1,398
ROM ADJUSTMENTS Subtract benzene and LPG ($225)
Subtract obligations to date (192)
Subtract R1O contract costs to date (10)
Subtract unexplored ordinance cosls 1o date [§1Y)]
TOTAL ESTIMATED AMOUNT REQUIRED $961
Spend Plan, 07/03-09/03  (Details at Attachment 1) $504

Spend Plan, FY 2004 $457




« TF RIO has provided a detailed explanatory spend plan for $504 million of the $961 million
total request to fund major projects and purchases from 07/01/03 to 09/30/03 (Attachment 1).

« Ambassador Bremer has indicated a preference for funding RIO infrastructure with
appropriated funds. The Program Review Board approved the request on 07/07/03 (Tab C).

Funding Sources — NRRRF, DFI, and IRRF

»  $489 million was identified in the Act for transfer to the NRRRF from the Iragi Freedom
Fund (IFF). 1415-IR deposited $252 million from the IFF to the NRRRF, and subsequently
to the Operation and Maintenance, Army account. The remainder in the NRRRF at the time
of approval (estimated at $237 million) should be used for this requirement.

»  We also believe the RIO infrastructure request satisfies the standards for use of Development
Fund for kraq (DFI) funds. United Nations Security Council Resolution 1438, Paragraph 14
allows the release of DFI funds “for the economic reconstruction and repair of Iraq’s
infrastructure.”

+  We think the RIO infrastructure request falls under foreign assistance rehabilitation and
reconstruction activities and should qualify for Iraq Relief and Reconstruction Funds (IRRF).

Recommended Allocation of Funds
+ Fund the RIO infrastructure request at $961 million.
+  Option #1. $961 million in NRRRF and DFI Funding.

»  Apply the remaining balance in the NRRRF (estimated at $237 million) to finance the
RIO infrastructure request.

» Seek funding for the residual RIO infrastructure balance to equal $961 million (estimated
at $724 million) from the DFI.

+ If Option 1 is unavailable or cannot be implemented within a reasonable time frame,
pursue option 2.

*  OCPA Preferred Option #2. $961 million in NRRRF and IRRF Funding.
*  Apply the remaining balance in the NRRREF to finance the RIO infrastructure request.

» Seek funding for the residual RIO infrastructure balance to equal $961 million from the
IRRF.

RECOMMENDATION: That you approve the above allocation of funding sources,

COORDINATION: USD(P) ;  ODGC(F) ; TIS ;
ARMY . CENTCOM
OPTION #1 Approve Disapprove Other
OPTION #2 Approve Disapprove Other

PA/CB Restore Iragi Oil Infrastructure.doc
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