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COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

ACTION MEMO 

19 April 2004 

FOR: THE DEPUTY ADMINISTRATOR AND CHIEF OPERATING OFFICER 

FROM: J. Michael Stinson, Senior Advisor - Iraqi Ministry of Oil 

SUBJECT: AirScan Aerial Surveillance Mission Assistance 

CPA-Oil requests your assistance in obtaining the required Federal Aviation Administration 
waiver to operate the AirScan aerial surveillance aircraft here in Iraq. This is the last step in the 
formal approval process to secure these sophisticated aircraft for the Task Force Shield mission 
to protect the Iraqi oil industry assets. 

The CPA-Oil staff, particularly Cpt. Phil Noltemeyer, has been working this issue in conjunction 
with CP A-Transportation staff and have cleared two major approvals. State Department 
approval for the export of the aircraft from the United States has been received. The main issue 
there related to the sophisticated equipment onboard. Approval has also been received to base 
the aircraft at the Coalition airbase at Kirkuk. The only remaining issue resides with the F.A.A. 
and that relates to risk mitigation given the possibility ofMANP ADS or other similar weapons 
being deployed against the AirScan aircraft. 

I have attached a letter for your signature addressed to the proper official at the F.A.A. Attached 
to the letter is the Risk Mitigation Plan, AirScan - Iraqi Operations. We believe a strong letter 
from the CPA will help accelerate this final step. We should have been deployed by now, and 
the planes have not even left the U.S. as yet. A letter from you emphasizing the importance of 
the mission will help. 

Thanks for your willingness to help. Once this final approval is obtained we can commence this 
critical mission. Given the security situation with which we are now dealing the arrival of these 
aircraft in theater is of high importance. 

Cc: (b)(6) 

(b)(6) 

John W. Mansur, Chairman - AirScan Group 

UNCLASSIFIED 
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Scott: 

Could you please have your staff send this 
communication to the FAA. via fax so that they will 
have it in Washington OOB today? 

Thanks, 

~ 
The fax number for the Associate Administrator for Regulation 
and Certification is listed as: 

(b)(2) 
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COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

Mr. Nick Sabatini, Associate Administrator 
Regulation and Certification 
Federal Aviation Administration 
Room 1000 West 
Washington, DC 20591 

Dear Mr. Sabatini, 

19 April 2004 

The Coalition Provisional Authority has authorized AirScan Inc. to operate aircraft in Iraq to provide 
surveillance of the Iraqi Ministry of Oil's strategic pipelines in support of our efforts to restore Iraq's 
strategic petroleum industry. All approvals necessary to export the aircraft to Iraq and base the aircraft at 
the Coalition airbase in Kirkuk, Iraq, are now in hand. One final approval is required from the F .A.A. in 
order for AirScan to deploy to Iraq. I request that the F.A.A. expeditiously grant approval to AirScan Inc. 
to operate in Iraq under Section 3 of SF AR 77. I understand that the F.A.A. has requested that the 
Coalition Provisional Authority ratify AirScan Inc.'s Risk Mitigation Plan for this operation. Please find 
AirScan Inc.'s Risk Mitigation Plan attached hereto. I have ratified the Plan and have so indicated on the 
Plan document. 

The restoration and preservation of Iraq's petroleum industry is of the highest priority. lbis process 
conforms to the strategy of President Bush and the Congress to make the new Iraq economically self­
sufficient as early as possible. This project has been delayed in order to provide time for the consideration 
of its somewhat unique configuration and deployment to a region that is obviously not entirely stable. It is 
now time to act and avoid any further delays. It is not an overstatement to state that these aircraft will 
potentially save hWldreds of millions of dollars from the detection and interdiction of saboteurs. I believe 
it will potentially save Iraqi and Coalition country personnel's lives. It is that important. 

AirScan will employ the following aircraft in support of its surveillance mission: 

2 - AirScan Cessna 337 Airborne Surveillance Aircraft 
1 - AirScan Piper Nav'\io PA-31-350 Tactical Surveillance Aircraft 

I trust this letter and its attachment will qualify AirScan Inc. for a Section 3 waiver. 
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RISK MITIGATION PLAN 

AirScan - Iraqi Operations 

AirScan Inc. is contracted to provide surveillance of oil infrastructure assets in northem 
Iraq. The company will use Cessna 337 aircraft modified to carry sensor equipment 
allowing surveillance of specified facilities from an approximate altitude of six thousand 
feet above ground level. AirScan is also tasked to provide a transport category aircraft -
proposing to use a Piper Navajo Panther Chieftain - to complement the Cessna 337's by 
allowing security personnel with the Iraqi Ministry of Oil, US Army Task Force Shield, 
and I or the Coalition Provisional Authority employees to survey the oil infrastructure for 
the purpose of planning tactical operations to secure the resource. 

Several news stories and responsible reports indicated that relatively sophisticated man­
portable air defense systems (MANPADS) are operative in Iraq to include first and 
second generation man-portable missile systems. Additionally, Rocket Propelled· 
Grenades (RPG's) and small arms have been used to inflict damage to Coalition air 
assets - principally helicopters. AirScan received sensitive information from theater 
intelligence sources regarding SpecifIC systems and current tactics employed by various 
forms of irregular opposition. The company has been assured by the contracting 
authority that it will continue to receive updates and current intelligence information 
regarding the general situation as well as the anticipated situation relative to anticipated 
operations. Note: AirScan personnel possess collateral security clearances and will be 
afforded complete intelligence briefings before each operation. 

In preparation to accomplish the contracted services, AirScan engaged the US Air Force 
test range and personnel at Eglin AFB, FL to evaluate the C-337 and by extrapolation, 
the PA-31-350. While the specifics of the tests are classified, the information indicated 
the need to adjust our infrared Signature and operational tactics to accomplish the 
contracted tasks and mission. Modifications to the aircraft and training for the aircrews 
include: 

• Exhaust diffusers have been added to both the front and rear engines. This 
action dissipates exhaust gasses in a much more rapidly thus reducing the 
infrared signature of the aircraft. 

• Tactical operations and aircrew training -
o All operations will be conducted during hours of dar1<ness (not twilight or 

daylight) 
o Time of departure will be varied to avoid setting a predictable operational 

pattern 
o Time of recovery will be likewise varied 

• Random arrivals I departures will be accomplished arriving and departing the 
assigned base of operations - unpredictable actions complicates or precludes 
opposition planning to be in a position to use MAN PADS or other weapons. 
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RISK MITIGATION PLAN - AirScan Iraqi Operations 
Page 2 

• Operational altitudes will be varied between six and ten thousand feet above the 
surface in the vicinity of the aircraft. These altitudes avoid small arms and RPG's 
entirely, and complicate the use of MANPADS. 

• Approaches and departures ·from the area of interest will be varied and not 
repeated - this tactic complicates or precludes the use of threat devices with 
predictable results. 

AirScan requested and received permission, codified within the contract signed by all 
parties, related to the mission to: 

• Make all operational decisions based on "all" known or suspected information -
the mission commander - pilot has the final choice (operational authority) to 
operate or remain on the ground depending on all of the information made 
available at the time of the mission. 

• Should the threat Situation, as experienced, reported, or suspected, change for 
the worse, AirScan has the authority to park the aircraft until the threat is 
neutralized or eliminated. 

In conclusion, AirScan understands the mission, has tested its aircraft, trained its 
aircrews, and agrees to operate the mission. AirScan understands the potential threats 
(missiles, small arms, shoulder-fired systems and other weapons trained against air 
assets of the type and class operated) and has completed research related to counter 
measures and tactics to defeat these known threats. AirScan has installed reasonable 
counter-measures to mitigate the known validated threats (based on information 
provided by Task Force Shield supplied intelligence). AirScan has announced to all 
concemed parties a commitment to operate safely in a high-threat environment and that 
includes the unilateral right not to conduct missions if the threat is untenable. AirScan 
has taken these measures to insure the safety to operators (all company personnel 
operating the mission) and to the general public in Iraq. AirScan believes that all the 
above mitigate the risks inherent in Iraqi operations. 

ADM( et) John S. Redd 
Deputy Administrator & Chief Operating Officer 
Coalition Provisional Authority 
Baghdad, Iraq 

~o ~ ;).<>.:JZ.... 

DATE 
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FOR: 

FROM: 

~ .~ - -~ --- - -- - ._- - --- ._-

COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

ACTION MEMO 

April 29, 2004 

THE ADMINISTRATOR 

J. Michael Stinson, Senior Oil Advisor -)K.f' 

SUBJECT: AK-47's for Oil Ministry 

C/IV/~/ ............, 

As a follow up to an earlier memo, the Ministry of Interior is willing to lend 2,000 AK-4Ts for 
oil security. The oil security contractor, Erinys, borrowed 500 weapons last week from MOl. 
With your authority, MOl will lend an additional 2,000 weapons until the weapons on order for 
Erinys get delivered in 60 to ) 20 days. 

RECOMMENDATION: Authorization for oil security weapons increase so that the Ministry 
of Interior may lend 2,000 AK-47's to Erinys until its shipment of weapons get delivered. 

Approve: \11~, 1,1,p Disapprove: Approve with modification: __ _ 

COORDINATION: COO, LTG(R) J 

,I 

/ 
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COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

THE ADMfNISTRA if; .. 
April 29, 2004 ..r: e.' . ~ 

u.5) :x-~ ~\: 

/~~ 
// 

FOR: 

J. Michael Stinson, Senior Oil Advisor j!(1 FROM: 

SUBJECT: Follow up to Oil Minister Meeting 

The following information is a follow up to your meeting with the Oil Minister on Thursday, 
April 29. / 

; / 

• AK-47's for Erinys guards 
o Erinys was required to procure their AKA·7's through the US government in a 

large consolidated buy. Over 9,000 AK~47's scheduled for delivery over the next 
60 to 120 days. ,/ 

o Erinys borrowed 500 AK-47's from N/OI last week. 1'.101 has agreed to prowe 
additional 2,000 upon approval from Ambassador Bremer. This would ensure a 
\veapon for each guard on duty. . 

• Security for pipeline repair crews 
o The emergency pipeline repair project with TO Williamson has a security element 

provided by SAS Security. 
o The scope and value on the SAS contract ''ill be modified tQ.include providin~ c:: 

security for Ministry of Oil pipeline personnel as well as TDW. We will triple the 
size of existing contract. --• Security at the oil terminal in the Arab Gulf 

:> Marines have been assigned to secure both terminals in the Gulf. They have 25 
marines living on each terminal. They are rapidly hardening the site 

o Erinys has 8 guards on each terminal. 
o CPA Oil and the Nav) in conjunction with CENTCOM will develop a plan (0 

bener protect the terminals with higher caliber weapons and other defensive' 
measures. This plan with COSt estimate will be completed by 15 May. 

• Oil Ministry Communications 
o Plan developed in Ju4; 7003 toJ>uild the Oil Ministry communications network 

throughout the country at an estimated cost af$.?,O million. Temporary 
communications consisting of satellite telephone systems provided at remote sites 
until permanent system implemented. 

'<: 
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o Delays kept occurring to the implementation of the pennanent communications 
package because of low-priority:- Responsibility for the project was taken by the 
Ministry of Communications late in 2003, but wao ,e"eRlly ,.tHRlII.! 19 gil <ilia to 
a lack..nffimding. 

o P-ro.r~ct is presently considered an Ul!tunded requirement with a high priority. 

COORDINATION: 

I 

COO, LTG(R) Jeff Oster - ok r c" 
'\.,... C \...r ,..... "x­

U "y' l 

. 'y- '-<; <f' 
\ .'v\r~ '(V 

V 'ou-V 

UNCLASSIFIED 

'7 
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COALITION PROVISIONAL AUTHORITY 

BAGHDAD 
~ " >-
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June 1,2004 

FOR: THE ADMINISTRATOR 

FROM: J, Michael Stins~tor Advisor to the Iraqi Ministry of Oil 

SUBJECT: Briefing Paper - Ministry Of Oil Transition 

This is in response to Tasker # 150 dated 31 May 2004 in which seven questions were 
posed in three groupings, The answers to those questions follow: 

Concerning the Senior Advisor to the Iraqi Ministry of Oil 

The Senior Advisor to the Iraqi Ministry of Oil is J, Michael "Mike" Stinson, a 
Department of Defense 3161 employee, The expectation is that the .. SelliofAdvisor will 
extend beyond 15 July, This assumes, of course, that the Department of State concurs 
and the terms and conditions of employment, work content, and relationship to the 
Ministry of Oil remain essentially as they are now under the CPA. 

There are no plans in place currently for a replacement of the Senior Advisor, This does 
bring up an issue that may merit some consideration, CPA - Rear in the DOD has 
handled the recruiting, vetting, hiring, and processing for the advisors' positions in the 
CPA Ministry of OiL If replacements are required after I July and if suitable candidates 
are not already present in Baghdad what organization will handle these tasks in the 
future? 

Transition Planning 

The current Minister of Oil is departing and a new Minister has been named. There are 
no transition issues related to that change itself because the incoming Minister of Oil is a 
long-serving and highly regarded executive in the Ministry. The incoming Minister is a 
man with whom most of the advisors in CPA - Oil have an excellent relationship, We 
are in complete alignment on the necessary steps to ensure that the transition from the 
CPA to the Iraqi Interim Government is smooth and that the transition from the outgoing 
to the incoming Minister is also without problems. 

We have made certain, as best we can, that currently serving advisors and our 
administrator, with one exception, will be in-place at least until 15 July to help identify 
any remaining small issues in the aftermath of the CPA's handover of sovereignty on I 
July, Our counterparts at the Ministry of Oil, again with one or two possible exceptions, 
will stay in their positions. Continuity, therefore, is well in-hand until the latter part of 
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July, and senior, long-serving fonner CPA people will be in the new Oil advisory 
organization until at least the end of August. 

Other steps to ensure a smooth transition on I July will include: 

• CPA-Oil has assisted the PMO organization in the development of relationships 
with the Ministry of Oil managerial and technical staff. Since PMO will be 
working in Iraq for the coming eighteen months to two years, these professionals 
will represent a strand of continuity. 

• DESC has been working with the State Oil Marketing Organization (SOMa) for 
several months to improve their skills and perfonnance as a refined product 
importer to augment their long-standing skills at international crude oil marketing. 
DESC and SOMa are in the final process of agreeing a complete handover of 
import responsibilities to SOMa in a few weeks following TOA. 

• The Ministry is taking the steps to assume responsibility for the Erinys security 
contract. They will install a Command Structure within the Ministry in the 
coming weeks under a Director General of Security. 

• CPA-Oil and the Ministry ofFinance have transferred significant capital budget 
funds over to the Ministry of Oil for 2004 and are seeking additional funds, 
particularly in the area of security. 

• CPA-Oil is leaving behind a body of plans, procedures, and processes to assist the 
Ministry to become a viable internationally competitive petroleum organization. 

• CPA-Oil will offer longer tenn advisory services from the fonner Senior and 
Deputy Senior Advisors, at the election of the Ministry. 

Steps to be taken post-TOA to ensure a smooth working Ministry will include: 

• The successor to CPA-Oil intends to leave behind a comprehensive body of 
recommendations on long-range plans for exploration and production, refming, 
transportation, natural gas, and marketing incorporating our international 
experience. Additionally, we hope to leave recommendations on licensing policy 
for foreign investors, basic petroleum contract provisions necessary to attract 
sound foreign and domestic companies, product pricing and subsidies. 

• We would propose to offer "after action reviews" with our counterparts to 
thoroughly discuss the results of our joint efforts during the period from 
April/May 2003 until August 2004. 

• Continue to offer sound advice on organizational structure, personnel policies, 
HSE policies, and other aspects of sound petroleum organizational management. 
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In summary, the two top issues in the Ministry of Oil between now and the TOA are as 
follows: 

• Security of people and critical strategic assets, most notably the major export 
pipeline and tennina! systems in the north and south and the major refmeries and 
products pipelines serving the central part of the country. 

• Ensuring the adequacy of fuel supplies to the people of the country and crude oil 
and fuel oil to industries, primarily the country's refmeries and electric power 
generating stations. 

After TOA, the two top issues for the Ministry of Oil are a bit different as seen from our 
vantage point. Security remains a primary issue, but longer range objectives begin to 
predominate: 

• Planning for the future of the Ministry and its organizations, organizational 
structures, and staffing as well as planning for the major initiatives, being: 
systematic replacement of all the outmoded and obsolete refineries in the country, 
means to significantly increase crude oil production and reserves, and means to 
utilize the significant amounts of natural gas in the country . 

• Integrating the provision of energy to the country, including the provision of fuels 
for the growth of electric power and the replacement and modernization of 
pipelines and other infrastructure components. Given the security situation, 
redundancy and optionality will be criteria to be taken into account. 

. ,;". " 
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COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

oc€oG:,o ( -09 

June 1,2004 

FOR: THE ADMINISTRATOR 

FROM: J. Michael S~Senior Advisor to the Iraqi Ministry of Oil 

SUBJECT: Briefing Paper - Ministry Of Oil Transition 

This is in response to Tasker # 150 dated 31 May 2004 in which seven questions were 
posed in three groupings. The answers to those questions follow: 

CODcerning the SeDior Advisor to the Iraqi Ministry of Oil 

The Senior Advisor to the Iraqi Ministry of Oil is J. Michael "Mike" Stinson, a 
Department of Defense 3161 employee. The expectation is that the Senior Advisor will 
extend beyond 15 July. This assumes, of course, that the Department of State concurs 
and the terms and conditions of employment, work content, and relationship to the 
Ministry of Oil remain essentially as they are now under the CPA. 

There are no plans in place cunently for a replacement of the Senior Advisor. nus does 
bring up an issue that may merit some consideration. CPA - Rear in the DOD bas 
handled the recruiting. vetting, hiring, and processing for the advisors' positions in the 
CPA Ministry of Oil. If replacements are reqnired afu:r I July and if suitable candidates 
are not already present in Baghdad what organization will handle these tasks in the 
future? 

Transition p.l.aninl ~ \- v<""-V ....... ~ 
-C J<.t. "'cO-

The S;\lHlat tlhtisb::J or Oil is departing and a iW Miul$u:;1 has 1&,,1 ~ed. There are 
no traJ'lsition issues related to that change itself because the incoming .. ster of Oil is a 
long-serving and highly.regarded executive in the Ministry. The incoming Minister is a 
man with whom most of the advisors in CPA - Oil have an excellent relationship. We 
are in complete aligrunent on the necessary steps to ensure that the transition from the 
CPA to the Iraqi Interim Government is smooth and that the transition from the outgoing 
to the incoming Minister is also without problems. 

We have made certain, as best we can, that currently serving advisors and our 
administrator, with one exception, will be in-place at least until 15 July to help identify 
any remaining small issues in the aftennath of the CPA' s bandover of sovereignty on 1 
July. Our counterparts at the Ministry of Oil, again with one or two possible exceptions, 
will stay in their positions. Continuity, therefore, is well in-band until the latter part of 



Muttitt 10-L-0263 13

July, and senior, long-serving former CPA people will be in the new Oil advisory 
organization until at le""t the end of August. 

Other steps to ensure a smooth transition on 1 July will include: 

• CPA-Oil has assisted the PMO organization in the development of relationships 
with the Ministry of Oil managerial and te<:hnical staff. Since PMO will be 
working in Iraq for the coming eighteen months to two years, these professionals 
will represent a strand of continuity. 

• DESC has been working with the State Oil Marketing Organization (SOMO) for 
several months to improve their skills and performance as a refined prnduct 
importer to augment their long-standing skills at international crude oil marketing. 
DESC and SOMO are in the final process ofagreeing a complete handover of 
import responsibilities to SOMO in a few weeks following TOA. 

• The Ministry is taking the steps to assume responsibility for the Erinys security 
contract. They will install a Command Structure within the Ministry in the 
coming weeks under. Director General of Security. 

• CPA-Oil and the Ministry of Finance have transferred significant capital budget 
funds over to the Ministry of Oil for 2004 and are seeking additional funds, 
particularly in the area of security. 

• CPA-Oil is leaving behind a body of plans, procedllreli, and processes to assist the 
Ministry to become a viable internationally competitive petroleum organization. 

• CPA-Oil will offer longer term advisory services from the former Senior and 
Deputy Senior Advisors, at the election of the Ministry. 

Steps to be taken post-TOA to ensure a smooth working Ministry will include: 

• The successor to CPA-Oil intends to leave behind a comprehensive body of 
recommendations on long-range plans for exploration and production, refnting, 
transportation, natural gas, and marketing incorporating our international 
experience. Additionally. we hope to leave recommendations on licensing policy 
for foreign investors, basic petroleum contract provisions necessary to attract 
sound foreign and domestic cOmpanies, product pricing and subsidies. 

• We would propose to offer "after action reviews" with our counterparts to 
thoroughly discuss the results of our joint efforts during the period from 
AprillMay 2003 until August 2004. 

• Continue to offer sotmd. advice on organizational structure, personnel policies, 
HSE policies, and other aspects of sound petroleum organizational management. 
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In summary, the two top issues in the Ministry of Oil between now and the TOA are as 
follows: 

• Security of people and critical strategic assets, most notably the major export 
pipeline and terminal systems in the north and south and the major refineries and 
products pipelines serving the central part of the country. 

• Ensuring the adequacy of fuel supplies to the people of the country and crude oil 
and fuel oil to industries, primarily the country's refineries and electric power 
generating stations. 

After TOA, the two top issues for the Ministry of Oil are a bit different as seen from our 
vantage point. Security remains a primary issue, but longer range objectives begin to 
predominate: 

• Planoing for the future of the Ministry and its organizations, organizational 
structures. and staffing as well as planning for the major initiatives, being: 
systematic replacement of aU the outmoded and obsolete refineries in the country, 
means to significantly increase crude oil production and reserves, and means to 
utilize the significant amounts of natural gas in the country. 

• integrating the provision of energy to the country, including the provision of fuels 
for the growth of electric power and the replacement and modernization of 
pipelines and other infrastructure components. Given the security situation, 
redundancy and optionality will be criteria to be taken into account. 
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COALITION PROVISIONAL AUTHORITY 

BAGIIDAD 

LPBHASSffN 
INFO MEMO 

June 14,2004 

FOR: THE ADMINISTRATOR 

FROM: Michael Stinson, Senior Consullant of Oil 

SUBJECT: Briefing Paper for your Meeting with the MinSter of Oil Thamir Abbas Gbadhban 

Priority Issues Prior to Trwfer Dr Authority 

Critical success factor.< for the next 16 days all are influenced by national security and 
infrastructure security issues to a greater or lesser degree: 

• Maintaining crude oil production and export vo]umes. refinery throughput and refmed 
products distribution, Cu.1 deliveries to pow.r plants, and natural gas processing plant 
throughput all at the higbost available capacity in spite of the efforts of saboteurs and 
insurgents to interdict these foundations oflraq's economy. 

• Maintain security of the Minister and Iris fumily during the time betw .. n now and when 
he moves into permanent quarters, Assist in the maintenance of sec:urity of the Minister 
and his family after TOA. 

• Enhancing security of the employees and assets of the Ministry through internal resources 
such as the . Ira . securi and emer in mill assets, and Coalition 
~ Strengthen and extend information efforts to communicate WI i peop e 
to seek their individual and collective influence to abate the attacks on our systems. 

• Finalizing the orpanization of the Ministry. the Iraqi National Oil Co. and other units of 
!be Ministry. ldentitying and naming a Deputy Minister(s) and other senior executives. 
The company structures should be designed to focus on developing infi'aslrUcture, 
operations, and technology fully competitive with the world's leading olganizations. 

LODur·lerm Priority Issues 

• Maximizing economic recovery of crude oiJ, natural gas, and natural gas liquids from 
Iraq's existing fields. Planning exploration, appJ'llisal. and development to expand 
production by 2015 to between 5 and 6 million bpd of crude oil. 
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• De~~I~p a l?n -range Ian to replace Iraq's obsole cries with modem, high-yield 
faCilities design to meet Iraq s mit oil requirements. The plan mUst also provide 
for the old refineries to continue running until new plants are available. The plan will 
eliminate high-cost refined products imports. 

• FuUy develop associated and non-associated natwal V'S sources. Construct systems to 
deliver natural gas to power plantsln heu 01 oil products. Create export LPG and domestic 
LPG businesses based on extracted gas liquids. 

Seaior CODsultaa"s om" SlafliDg Status Tilrougb 31 August 

The process of consultation on IRMO Consultant requirements with the prior Minister was not 
completed prior to his departure on 2 Junc. We have concluded ~ the 13 positions CllDJ:ntly 
i!,xlicated will likely not be required. Therefore, we have merely been registering our current 
staff departure dates in discussions with the State Department. They are as follows : 

Senior Consultant 
Deputy Senior Consultant 
Deputy Senior Consultant 
ConsuJtant 
Engineer 
Consultant 
Attorney 
Contract Administrator 
Detaile. 

J. Michael Stinson 

Available Through 

~ 
July 18 
September 
August" 
June-· 
July 15 
August 
September 
September 

• H.=~~:.~::~ p~:;::tEmbas'Y-based employment after TOA ill if for more than a few weeks after July 
is on active duty assigned to CP AlIRMO 

is detailed to CPAJIRMO Oil office 

Biography, Mr. Thamir Abhas Ghadhban, Minister of Oil 

Mr. Ghadhban has worked for the Iraqi Ministry of Oil since 1973. During the previous regime 
he was detained and demoted from his position within the Ministry for supporting democratic 
refonn.. He eamed his bachelors degree in geology from University College in London and his 
Masters Degree in Petroleum Reservoir Engineering from Imperial CoUege at London 
University. During his long care.r with the Ministry Mr. Ghadhban held the positions of 
reservoir engineer, head of petrolewn and reservoir engineering, Director General of studies and 
planning, Chief Geologist, and Chief Exe<;utive Officer. Mr. Ghadhban bas authored and c0-

authored more than 50 studies and technical reports dealing with various aspects of the Iraqi oil 
fields and petroleum industry. He was born in 194.5 in Babil, Iraq. He is married with two sons. 

UNCLASSIFIED 2 
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Memorandum 

FOR: THE ADMINISTRATOR 

FROM: Mike Stinson, Senior Advisor 

S1.JBJECI: Commissions from Crude Oil Sales 

I am writing to alert you to a situation of concern to CP Oil and perhaps to the CPA overall. 
As you are aware, a list of individuals and companies a leged to have been allotted crude oil 
volumes to sell tor private gain was published several eeks ago. Requests for information or 
confirmation have come to CPA Oil from a variety of ganizations in the aftermath of the list's 
publication. Those organizations include the State ent, OGA, and DIA. The ISG has 
already contacted SOMO directly for a summary or s piing of their records regarding this 
affair. We believed that it would be best to coordinate requests and responses through CPA Oil, 
if possible, to avoid duplication and minimize negative eactions from the MOO. Mr. Gary 
Holcomb of CPA Oil directed SOMO not to provide in ormation to ISG or any other 
organization consistent with the decision to coordinate esponses through CPA Oil. 
Coordination by CPA Oil would minimize the potenti for the loss of records, something the 
MOO has experienced in the past, and hopefully prese e the good working relationship between 
CPA Oil and MOO existing at this critical time. 

Mr. Holcomb volunteered to retrieve the information 
so during a visit to the MOO on February 25th. He w 
of Oil had placed the records off-limits. Subsequently 
Holcomb that the Governing Council requested that he 
formed to review them. It is intended that the commit! 
transparency. Mr. Holcomb' s name will be included a 
ensure transparency from CPA Oil's side. 

uested by the ISG and attempted to do 
informed by MOO slaffthat the Minister 
e Minister personally informed Mr. 
tain the records until a committee was 
include an audit finn to ensure 

the list according to the Minister also to 

Mr. Holcomb relayed this information to the [SG on th afternoon of the 28th. [SG will work 
with us for the time being, but reserved the right to ent r the MOO facilities and seize the 
relevant information if they deem it necessary to do so. ISG desires to have General Dayton 
meet "~th the Minister and have requested contact n ers for him. Mr. Holcomb has requested 
that rSG contact Ambassador Jones in advance of any 'sits to the MOO on this subject. 

UNCLASSIFI D 
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CPA Oil should do its part to ensure that this allegation is investigated quickly and efficiently. 
We should support the Governing Council in their objective to seek, find and publicize the truth. 
We would hope that swift action by the Council will avoid the more coercive approach that 
might be necessary if the ISG concludes that insufficient action is being taken. 

I provide this only for your information at this point, and both Gary and I are available to discuss 
this with you if you so desire. 

cc: Ambassador Jones 
V Adm(R) Redtt 

/~/ 
yg:~ 

Senior Advisor 
CPA Ministty of Oil 



Muttitt 10-L-0263 19

~ ~ C It E I 

La$er1: 
ACTION: EXEC 
INFO: COS IPC 

DISSEMINATION: EXEC /1 
CHARGE: PROG 

APPROVED: RJONES 
DRAFTED: JPIECHOWSKI 
CLEARED: JOSTER, TFITZGERALD 

VZCZCBGI666 
RR RUEHC RUEKJCS 
DE RUEHGB #0579/01 1512037 
ZNY SSSSS ZZH 
R 302037Z MAY 04 
FM CPA BAGHDAD 
TO RUEHC/SECSTATE WASHDC 1121 
RUEKJCS/SECDEF WASHINGTON DC 
BT 

BAGHDAD 00579 

31MM2~ 

! 8 @ R ~ T SECTION 01 OF 05 BAGHDAD 000579 

E.O . 12958 : DECL: 05/30/2014 
TAGS: PREL, PGOV, MOPS, EAID, IZ 
SUBJECT: CPA 1242: May 23, 2004 Meeting of the CPA 
Executive Board, Baghdad, Iraq 

1. ~ Summary. At the May 23 CPA Executive Board 
meeting, the Board discussed infrastructure security, 
including attacks on oil, railways and roads, and 
electricity; setting favorable conditions for the Iraq 
Interim Government (IIG); and it heard an update of the 
Strategic Plan. End Summary. 

INFRASTRUCTURE SECURITY 

Roads, Rails, Bridges, Convoys 

2. urr Deputy Administrator and Chief Operating Officer 
LTG ~effrey Oster called upon COL Jim Slavin, 
Infrastructure Security Planner, Directorate of 
Infrastructure, to provide a powerpoint presentation on 
Infrastructure Security, noting that repeated attacks on 
truck convoys had caused a few countries to refuse to allow 
their citizens to enter Iraq as truck drivers because of 
security concerns. This had led the COO to compile an 
assessment of when and where the attacks were taking place. 
Oster also pOinted out that MG Molan (AUS) had just been 
named to head C-9, Infras t ructure Security. The key point, 
Oster stated, was that oil and electricity were the primary 

BAGHDAD 00579 



Muttitt 10-L-0263 20

3 E C It E ± BAGHDAD 00579 

targets of attacks. Slavin said the overall effectiveness 
of the attacks was increasing through the refinement of 
tactics. Linking efforts across MNF-I and CPA was the key 
to better protection, to include improving Operational 
Security (OPSEC). Over the past 30 - 45 days, the attacks 
had become more focused on critical sites - oil pipelines, 
roads and bridges were being targeted, particularly around 
main supply route (MSR) Tampa. 

3. ~ Ambassador Jones commented that he had asked U.S. 
Marines in Falluja earlier in the day about the rate of 
convoy and infrastructure attacks. He said the Marines had 
realized that the attacks were occurring during the day, so 
they had shifted the convoys to nighttime runs with 
increased security to good effect. He expressed surprise 
at the high number of rail attacks, as reported on Slavin's 
chart. Oster replied that rail transport had been largely 
shut down - there just weren't that many trains, and they 
had been repeatedly hit. Slavin explained that the primary 
attack points were at Iskandariya and Mahmudiyah, just to 
the South of Baghdad. They took place everyone to three 
days in that area. Between April 1 and May 16, there were 
19 attacks on Iraqi rail lines, including 10 in that 
particular area. Jones asked whether any UAVs were 
monitoring the rail lines. LTG McColl, Deputy Commanding 
General, MNFI (UK), offered to find the answer to that 
question. Oster observed that local tribal shaykhs had 
been hired to protect the rail lines, but they were not 
doing their job. In fact, he suspected that some of them 
might have been complicit in the attacks, although he had 
no proof. While Slavin stated that the losses appeared to 
be motivated by pilferage when thieves could not get at 
convoys, Oster stressed that the strategic idea behind it 
was to isolate Baghdad through attacks on oil, rail and 
other supply lines. Jones suggested that a solution could 
be to put guards on trains. 

Oil Attacks 

4. ~ Slavin described the path of oil, which goes from 
refineries to pipelines for distribution. He said that 
Baghdad was an important destination for the internal 
market, and Mina al Basrah and Khaur al Amaya were the 
points where exported oil was loaded onto tankers. 
According to Slavin, the current problem was a lack of 
storage capacity as the attacks were focused on refineries 
and pipeline routes to Baghdad. Oster agreed that the 
problem was distribution, namely disruptions of the 
pipelines and convoys. He said that it was a significant 
issue; CPA had no more than a I-day supply of fuel on-hand 
for its generators. Jones specified that there was not 
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much Tu:rkish fuel arriving into Baghdad; most fuel was 
arriving from Jordan and Kuwait. Oster said that one 
improvement CPA had made was to reverse the flow of one 
pipeline to send oil south toward Baghdad. This was the 
work of Senior Advisor for Oil Michael Stinson and the 
Ministry of Oil. 

5. ~ Stinson said that the most important line was the 
one rhat ran from Mosul to Bayji and then to Baghdad. He 
said that, in terms of convoys, the run south of Mosul was 
so dangerous that Turkish truck drivers refused to drive 
south of there. consequentlr' supplies were backing up in 
the north. The IS-inch pipe ine currently pumps about 
20,000 barrels per day. He added that the pipeline could 
now ship benzene. Oster said that the reversed pipeline 
could initially only handle diesel, so a different pump was 
obtained to ship benzene, which was more volatile, so that 
if it were hit, the damage would be worse. 

6. ~ Stinson said that the solutions to date had been a 
hodgepodge, consisting of reversing two pipelines and using 
trucks. If not for those efforts, he said, Baghdad would 
be completely isolated. He added that it was a miracle 
that Baghdad had electric power. The Daura refinery had 
been shut for two weeks. 
7. ~ Oster said that CPA had been jerry-rigging the 
internal power supply system in the last 3 months to meet 
Iraq's needs. Jones said that the insurgents had 
apparently coordinated across oil, rail lines, roads and 
infrastructure, and had good intelligence. It seemed that 
somebody had a master plan, due to the sophistication of 
attacks. McColl said that the number of attacks had in 
fact, not increased. Jones said tha·t CPA was up against a 
smart opponent. Attacks on infrastructure had evolved from 
stealing, when thieves would knock down a power line to 
strip the wires of their copper, to something strategic. 
McColl agreed, noting that Baghdad was "the center of 
gravity" and General Sanchez was focused on this very 
issue. 

B. ~ Jones said that CPA's unpopularity was continuing 
to r1se because it failed to deliver basic services. The 
average Iraqi didn't know about our efforts, only the poor 
results. CPA needed to focus on protection. Jones said 
that, with more resources, CPA could get a better handle on 
it. Oster said that even if one employed 500,000 troops, 
it would be impossible to completely protect fixed 
infrastructure. Protection was harder than it appeared, 
because the terrorists were, for example, hitting pipelines 
in marshr areas now that were much harder to repair. 
Previous y, convoy security support had been less of a 

e I!I @ R !! T BAGHDAD 00579 



Muttitt 10-L-0263 22

3 E e iC E i BAGHDAD 00579 

priority fo'r CJTF-7/MNF-I than it was now. 

9. ~ McColl said that, as CPA moved toward transition 
the Coalition would remove troops from the streets and mbve 
them toward protecting the political process, major 
strategic routes and infrastructure. But he also conceded 
the difficulties due to the size of the country. 

10 . ~ Oster said that the crown jewels of the power 
sector were refineries and fuel plants. If one of them 
were destroyed, it would cost $1 billion and take 3 years 
to rebuild. The security contractor ERINYS focused on 
those facilities. He reiterated that it was not hard to 
attack fixed infrastructure. The enemy had focused their 
attacks on remote areas, where it was very difficult to 
deploy repair crews. Jones said that assigning a 2-star 

. general was a good start. Oster cautioned that it was 
difficult to take the current FRAGa to a commanding officer 
and beg for a convoy, what with the fight against Sadr. In 
the future, as Coalition Forces adjusted their priorities 
to protect infrastructure post-sovereignty, this situation 
would improve. Stinson said that the U.S. Navy was working 
to guard off-shore sites. He added that CPA dodged a 
bullet when the enemy missed hitting the offshore oil 
export facilities. 

11. ~ Slavin turned to the importance of OPSEC. He said 
that the military was reviewing information available on 
NIPRNET and moving some of it over to CENTRIX. To 
illustrate the need for better security, he stated that 
Ministry of Oil employees would check the internal CPA 
intranet site for data and bother Stinson if certain 
information had not already been posted, some of which 
identified key, sensitive locations. He said that USAID 
posted all of its project information on the Internet. All 
of this was easily accessed information that the enemy 
could use to plan attacks. 

SETTING FAVORABLE CONDITIONS FOR THE IIG 

13. (SBU) Jones said that the Executive Board should turn 
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its focus ·at this point from strategic objectives (the 
strategic plan) to tactical objectives. In other words, he 
asked how CPA could improve the environment for the IIG 
once Iraq became a sovereign nation. He suspected that 
there would be serious attacks against the government 
before and after transition. These attacks, while they 
probably would not be able to topple the government, at the 
least could destabilize it and force it to spend time and 
energy responding. It was important that CPA set favorable 
conditions for the government. Jones said that there had 
been many good ideas, but the current need was to focus on 
ensuring their implementation. 

14. (SBU) For example, Jones said that the Administrator 
had mentioned in a speech in April that CPA would bring 
back former Army officers. Jones thought only six or seven 
officers had been rehired. He asked whether these officers 
could be used to stand up the New Iraqi Army. When he was 
in Al Kut, a city that had fallen to Sadr's militants in 
part because the police deserted their posts, Jones said he 
had met two impressive Iraqi Policemen working to build the 
local police force, both of whom were former military 
officers. The Ministry of Interior was unable to hire them 
until after Bremer's speech. He cited this as an example 
of a proposed solution that still had not been fully 
enacted. And in the case of maintaining order, it was 
important for Mal and aNSA to work together to get talented 
former military officials into other law enforcement 
agencies, such as the police, army, Iraqi Civil Defense 
Corps, and the Border guards. In the specific case of the 
last group, he said that the border forces in Wasit 
province were a joke; they sat in their hootch and drank 
tea all day. 

15. (SBU) Jones said that another problem with a named 
solution was corruption. He asked about the status of the 
Commission on Public Integrity. He said that there needed 
to be follow-up and pUblicity. He also asked if CPA should 
pursue the case that resulted in the raid against Chalabi 
and the Iraqi National Congress. 

16. (SBU) Jones proceeded down a list of priorities he had 
identified. With respect to de-Ba'athification, an 
important question was how many teachers had been rehired 
and whether independent review commissions had been set up 
across the nation to consider the rehiring of teachers, 
doctors and other professionals . For elections, he 
inquired about the status of the Independent Electoral 
Commission, and the electoral and political party laws. He 
asked how an investigation would be pursued for crimes 
committed in Falluja. An independent judge had been 
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ass igned to the c ase, but the Chief of Police believed he 
was required to handle the investigation . 

17. (SBU) Turning to fuel, Jones asked about adjusting the 
price structure. Stinson replied that it was CPA ' s call 
whether to reduce subsidies in the fuel sector . He said 
that there had been some backpedaling from some ministers. 
He thought that if CPA accepted the risks involved, it was 
advi s a ble to proceed with raising prices as soon as 
possible. He said the Minister of Planning seemed lukewarm 
to the idea, and the Minister of Displacement and Migration 
supported maintaining subsidies. This had pressured Bahr 
al Uloom, the Minister of Oil. Stinson suggested that if 
it was a timely decision and wouldn't cause a riot, a 
gradual elimination could be the way. 

18. (SBU) Jones said that he thought that CPA had already 
made a decision regarding subsid ies. Stinson reiterated 
that it was still CPA's call. Jones stated that it was a 
good idea to do it before the new government came in; that 
way CPA could take the hit for it . Oster warned of 
corruption on the part of certain ministers who knew they 
were on the way out and were seeking t o line their pockets. 
He described the situation as the rush to the supermarket 
befo re a storm. Referring to the Chalabi case,Jones saiti 
that his most vociferous defenders were his closest 
business partners. 

19. (SBU) Jones asked the Board how these disparate issues 
should be addressed. He reviewed different options, 
including tiger teams, task forces, and reports. He 
reiterated his interest in foll owing up on the Interior 
Ministry hiring Army officers and developments with the 
Falluja Brigade. McColl said that there was s ome progress 
with the brigade, but added that there was no way the new 
army or MOI could absorb the entire officer class. He 
joked that it seemed that there were 5,000 generals in 
Mosul alone. He said he would follow up on this issue. 
Jones called for more concentrated efforts with each issue, 
with this one, suggesting that maybe all that was needed 
was a matrix of, for example, the number of generals hired 
in the past week. He sugges ted that two weeks before 
transition, Bremer could give a "state of the nation" 
speech. In it, h e could detail all the promises fulfilled. 

20. (SBU) J ones also asked about the Local Governmental 
Authorities Order. He understood that CPA officials at the 
governorate level were recommending certain revisions. 
General Counsel Scott Castle said he had not yet received 
specific recommended changes ye t from Governance, but 
revisions cou ld easily be done. Jones replied that he had 
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spoken with people in the provinces who were saying that 
implementation of the order could be facilitated by some 
modifications. 

21. (SBU) Castle said that Bremer had observed that the 
impending announcement of the IIG limited the o~portunity 
for consulting with the IGC on CPA legislative ~nitiatives. 
There were several outstanding orders, including a 
Financial Management Order (with an annex on public debt) 
being fielded by Chalabi's s ub-committee. There would be 
limited opportunity to do coordination on finance matters 
after this Order. Also, he noted one important aspect of 
the LGO: it was the only order that CPA had promulgated 
where the consultation and coordination with the IGC did 
not result in the IGC's expressed concurrence with the 
order. For that reason, he said that any amendments to the 
order should be prepared in close cooperation with the 
affected ministries and local Iraqi officials. 

22. (SBU) Continuing to stress the importance of setting 
up the IIG to succeed, Jones asked about the latest plans 
for the creation of the Supreme Court and who would serve 
on it -- would CPA appoint the members, or would that be 
reserved for the IIG? What about the implementation of the 
visa regime? He proposed that his list of priority issues 
s e rve as the Executive Board's agenda for the remaining 
five weeks, grouping t he issues into legal, security, 
e conomic and other categories. and forming tiger teams to 
report t o the Board. Cast l e proposed adding Financial 
Management and Non-governmental Organizations (NGOs) to the 
list. CPA's authority to disburse funds from the 
Development Fund f o r Iraq ends on June 30. The new UNSCR 
presumably will transfer that authority to the IIG, but CPA 
must develop a plan for liquidating all o bligations that 
are properly incurred before June 30. Secondly. Castle 
said that Order 45, the NGO order, was being revised to 
balance the operational needs of legitimate NGO's with 
security requirements. 

23. (SBU) Stinson suggested that employment should be added 
to the list. It was a big problem in Iraq. He said that 
the State-Owned Enterprises were obstacles if CPA was not 
al l owed to prime the pump. He cited the example of an 
idle, heavy manufacturing plant near Doura. Meanwhile, CPA 
imported one million Chinese Liquified Petroleum Gas 
cylinders. He said that the ministry had tried to engage 
companies on the local economy, but had not found any. 
Jones said he assigned his project to OPPA, which should 
come up with 4 or 5 areas, such as Security, Governance, 
Economy, and Legal . Kevin Kuklok, OPPA, said that his 
office would have a progress report at the next meeting. 
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Jones.emphasized the goal was that at least we would know 
we had . done everything we could. Oster suggested adding 
educat~on as an ~ssue as well. Jerry Thames, Senior 
Advisor for Communications, proposed adding communications 
betwe~n ministries and federal and local governments as a 
prlorlty lssue. 

24. (SBU) Tom crangle, Senior Advisor to the Ministry of 
Electricity said he knew of a transformer factory that 
needed capital. Jones sai d that he knew that Private 
Sector Development was active in those areas and had a 
micro-lending program. 

25. (SBU) Oster said that SOE paid a lot of money to 
people so that they didn't work. There was no incentive to 
improve. It was a command economy, with money going to 
employees, but no investment and there was no energy to get 
the SOEs up and running . Even the managers didn't care. 
Jones said that this was the l egacy of the former system. 

STRATEGIC PLAN REVIEW 

26. (U) Definition of Color Status. Green: Target expected 
to be reached on time and within standards . Amber.: . There 
is s ome risk to reaching the target on time or to the 
required standards; clo se monitoring is required. Red; 
There is severe risk to reaching the target on time or to 
the required standards; immediate adjustments are required. 
Black; No target assessment available . 

27. (SBU) Kevin Kuklok, of the Office of Policy Planning 
and Analysis, gave an update on the strategic plan . He 
start ed with the reds, whi c h he said all fell under 
"Essential Services, II speci fically , three under 
Communi cations. Jerry Thames, Acting Senior Advisor to the 
Ministry of Communications provided details. He said that 
there would be no systematic communications for the 
governme nt after transition. The ministries would lose 
their MCI cell phone service and there was no substitute, 
due to lRAQNA's poor service quality. In short, said 
Thames, we've retrogressed. Thames said he had spoken with 
Minister Haider, who told him that it would be his last 
week a s Minister and that he was not p l anning to return 
after leaving the country. This would mean that there 
would be no one else to sign procurements . Thames said he 
had told the minister he could not leave the country until 
he signed the procurements or the delegation of authority. 
The Minister said he would respond the following day (Note; 
Haider signed two procure ment agreements before leaving 
Iraq. End Note.) His signature was necessary because the 
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money. was from the Development Fund for Iraq, directed to 
infrastructure for Baghdad. Communicati ons was a critical 
gap that needed to be filled to start up government and 
commerce. 

28. (SBU) Castle noted that Bremer could sign an order 
delegating procurement authority to another official if the 
Minister refused to exercise that authority. Thames said 
that such an approval had been pursued previously. Thames 
said that Bremer had asked him the previous evening about 
communications for the Presidency. Jones suggested that 
Thames use Ambassador Bremer's interest in providing 
communications for the IIG as a vehicle to re-submit the 
request for Bremer to sign the procurements. Oster thought 
communications would be an ideal project for the new PM to 
tackle. Results could take 18 months. This was big for 
the new Prime Minister. Jones urged that CPA do its best 
to tee up the issue for the new government. 

29. (SBU) Thames said that CPA was withdrawing MCI service 
to get the Iraqis off of U.S.-paid services, and to get 
them on lRAQNA service. After Transition of Authority 
(TOA) , it was not appropriate for the USG to fund Iraqi 
government communications. Oster added that the State 
Department wanted to cut telephones off, because people had 
been passing them to their families . The only way to gain 
control over the telephones would be to cut service. 
Thames defended the State Department decision, saying that 
the situation was so bad that there were Iraqis setting up 
businesses where they actually sold long distance air time 
on the Mcr phones. Oster said Minister Haider had been 
stalling for three months and had refused to let anyone 
take action . It was important to get the procurements 
signed, so that the plan could move forward. 

30. (SBU) Kuklok stated that overall, the Strategic Plan 
was in good shape and that Governance had scrubbed their 
strateg~c plan. 

31. (SBU) Kuklok also reviewed some of the metrics 
currently in use. He commented that they didn't always 
match the Strategic Plan. 

BREMER 
BT 
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E . O. 12958: DECL: 06/16/09 
TAGS: EPET, ENRG, ECON, PREL, PTER 
SUBJECT: CPA 1365: AMBASSADOR BREMER'S MEETING WITH THE 
MINISTER OF OIL 

CLASSIFIED BY AMBASSADOR L. PAUL BREMER FOR REASONS 1.4 (B), 
(D), (E) and (G). 

1. (U) Summary. On June 15, 2004, CPA Administrator L. Paul 
Bremer met with the newly appo inted Minister of Oil, H.E. 
Thamir Abbas Ghadhban, in the Minister'S office to discuss 
the near-term and longer-term outlook for Iraq's oil 
industry including key elements of infrastructure security, 
Ministry structure, oil and gas production forecasts, 
refined product production and imports, natural gas 
exploitation, and price l iberalization. Others in 
attendance were DCM-designee Ambassador James Jeffrey; Dr. 
Ahmed AI-Brifkani, Advisor for Downstream; Abdul-Sahib S. Al­
Qutub, Advisor for Upstream; Muatassim Akram, Advisor for 
Natural Gas; Abdullah Al - Amir, Advisor for Financial 
Relations; and J. Michael Stinson, CPA Senior Consultant to 
the Ministry of Oil. End Summary. 

2. (U) Minister Ghadhban welcomed Ambassador Bremer and the 
other visitors to the Ministry of Oil. Ambassador Bremer 
expressed his congratulations to Minister Ghadhban and his 
great pleasure at the Minister'S appointment. The Minister 
thanked Ambassador Bremer and stated that it was his intent 
to concentrate upon the top priorities of the Min i stry, and 
he offered a recitation of priority and other items, 
including answers to questions from Ambassador Bremer, as 
noted in items 3 to 16 to follow . 
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3. ~ The current number one priority is to restore the 
security of Iraqis oil infrastructure, facilities, and 
employees. He said that: (a) security is not the main 
business of the Ministry but it has to be dealt with as a 
foundat ion for all other things; (b) the ~rivate sector 
Erinys I nternational Oil Security Force wlll need to be 
increased from the current complement of 14,000 to perhaps 
as high as 25,000; (c) he intends to appoint a Director 
General for Security to supervise the Erinys contract, 
direct the security budget, and eventual l y take over command 
of the guard force; and (d) r.e is conducting intensive 
meetings with local leaders and sheiks, including a group of 
40 following our meeting, to enlist their support. 
Ambassador Bremer encouraged the Minister to maintain close 
relations with the Ministries of Defense and Interior as 
well as the leadership of the Coalition Forces. The 
Y.inister requested information as to the reason the Erinys 
guards cannot be armed with AK-47 automatic rifles in the 
Kirkuk region. Mike Stinson will invest igate and report 
back. 

4. (~The Minister articulated two top priority domestic 
ope!acing objectives. The first he spoke of is to ensure 
that the Iraqi people have the appropriate availability of 
fuels. He knows that Iraq's refineries need to be more 
reliable and more productive. The turnaround at the Baiji 
refinery was discussed as a case in point. The project is 
going very well and is ahead of schedule. It is essential 
that this refinery achieve its post - turnaround increased 
production targets. At Basrah, and i ndeed all processing 
facilities, a key to increased production is the access to 
spare parts and equipment inventories and the funds to 
acquire them on an emergency basis. A critical compressor 
at Basrah has been impaired for weeks, for example, and has 
reduced benzene output. The ability to repair or replace 
such facilities f a ster and bet ter would increase refined 
products output. At the Daura refinery the key to increased 
production is the cont inuous availability of crude oil 
supplies through the pipelines serving the plant. If 
throughput can be maximized, Daura can deploy its processing 
efficiency to the maximum. Even though it is the oldest 
refinery, Daura is the most efficient . The Minister intends 
to maintain a h i ghly effective refined products import 
capability through the State Oil Marketing Organization 
(SOMO ) but intends to reduce imports through making Iraq's 
three major refineries and several minor refineries more 
efficient in processing crude oil into light refined 
products. 

S. ~ The other top priority discussed by the Minister is 
to increase the production of crude oil and to ensure that 
exports to international markets are maximized. This will 
entai: new field development projects, the drilling of new 
wells in older fields, and the workover of existing wells in 
older fields. It wi ll also necessitate both the improvement 
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and protection of the Mina al Basrah and Khawr al Amaya 
offshore oil loading terminals ln the Arabian Gulf. 

6. ~The Minister also discussed several other relatively 
high priority objectives: (a) to provide the appropriate 
fuels to the Ministry of Electricity thermal and turbine 
electricity generating stations including natural gas, crude 
oil, diesel fuel, and heavy fuel oil; (b) to reduce and 
eventually eliminate smuggling operations through border 
closings, mandatory GPS devices on trucks, and the higher 
use of metering and SCADA systems; and (c) increasing the 
exploitation of natural gas currently being flared and the 
recovery of LPG's up to 3,000 to 4,000 tons per day. Longer­
term the Ministry will be evaluating Gas-to-Liquids (GTL) 
technology, LNG technology, gas for fertilizers and 
chemicals, etc. to capitalize on the country's large natural 
gas reserves. It is possible that Iraq might join the ranks 
of exporters of natural gas by pipeline to neighboring 
countries, Lebanon, Cyprus, and, eventually, Europe. 

7. ~Ambassador Bremer asked the Minister about his plans 
to increase refined products prices in the Iraqi market. 
The Minister replied that they had a plan to gradually 
increase prices beginning soon. He plans to discuss it with 
the Prime Minister and the Cabinet. 

s. ~ Ambassador Bremer asked the Minister about his plans 
to re-organize the Ministry. The Minister indicated he 
would be reinstating the Iraqi National Oil Company (INOC) 
soon. Based on a recent conversation the Prime Minister has 
indicated his concurrence with this plan. The reinstatement 
of INOC would create an organization to focus on the 
betterment of the Upstream petroleum businesses. This would 
allow the Minister to concentrate upon international 
relations, Iraqi national politics, attracting foreign 
investors, guiding the industry, and helping create 
effective strategic plans and budgets. 

9. ~ Ambassador Bremer asked the Minister about future 
cru~· oil production expectations. The Minister said there 
are about 500 high-quality exploration leads in the country, 
and the country has not been thoroughly explored. He 
believes the forecast used in the IMF Debt Sustainability 
Analysis of 5.5 million barrels per day is quite achievable 
and 6 million barrels per day is well within possibilities. 
The Minister believes approximately 3.5 million barrels per 
day would corne from direct INOC investment and control and 2 
to 2.5 million barrels per day could come from foreign 
investment. When asked about a reasonable 2004 year-end 
production estimate, the Minister indicated he thought 2.8 
million barrels per day could be achieved versus the earlier 
target of 3 million barrels per day. The reduction is due 
to the loss of six months work due to slow investment. In 
2005 he estimated that around 250,000 barrels per day could 
be added to achieve a level of 3 million barrels per day at 
year end. Around a third of the added amount would corne 
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from southern fields and two-thirds from the north. 

10. ~The subject of the contracts signed by the former 
regime and those signed by Northern and Kurdish authorities 
was discussed. The Minister articulated the position that 
all sub-surface minerals are owned by all the Iraqi people 
and managed only through the Ministry of Oil. If a contract 
has not been properly sanctioned by the Ministry of Oil then 
it needs to be reviewed by the new Ministry authorities to 
ensure conformance with this policy. He expects to write a 
letter to the Prime Minister and the Cabinet regarding the 
Kurdish and Northern Authorities contracts and refer to the 
position in the Transitional Administrative Law (TAL) 
regarding this matter. The Minister received a delegation 
from Kurdistan two weeks ago and will send a delegation to 
that region in two weeks time. 

11. ~The Minister indicated that the larger companies 
would probably await a Production Sharing Agreement contract 
or similar legislation before they entered the country. 
Smaller companies, though, might enter the Iraqi oil 
business by developing smaller fields through service 
agreements or modified buy-back agreements not offering 
ownership of reserves or the ability to recognize reserves 
on corporate books. Otherwise major foreign investment 
would probably not occur until around 2006. 

12. ~ Ambassador Bremer asked about the situation 
regarding the pipeline delivery of either crude oil or fuel 
oil to Iran in exchange for light oils from the Iranian's 
Abadan refinery. The Minister indicated Mr. Brifkani had 
led the evaluation team on this project. Mr. Brifkani said 
that he had sent a report to the Minister today on the 
economic and technical feasibility. He indicated that a 
crude oil for refined products transaction might also be 
done with Jordan's Aden refinery. 

13. ~ Ambassador Bremer recommended that the Iraqi's open 
discussions with Saudi Arabia on the re-opening of the Iraqi 
Pipeline across Saudi Arabia (IPSA). Both the Minister and 
the Ambassador are well aware of the high sensitivity of 
this issue. 

14. ~ Ambassador Bremer asked if the Minister was 
satisfied with the security arrangements for the offshore 
loading terminals being organized by the U.S. Navy and the 
u.S. Marine Corps. The Minister said that he was, but that 
the pipelines to the terminals are vulnerable onshore. 

15. ~ The Minister made a strong statement about the need 
for financial flexibility and financial quickness. 
Ambassador Bremer said that the INOC would offer partial 
solutions as it would avail the Ministry of investment 
funds. He also indicated that Iraq and the Ministry of Oil 
would continue to need help in the intense political 
environment existing in and around Iraq. The Minister 
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indicated that some of that help would need to come from an 
understanding of the need of the Ministry to distance itself 
somewhat from American and Coalition interests. Such an 
approach will probably necessitate a distancing from the 
Iraq Reconstruction Management Organization (IRMO) 
Consultants. 
16. (U) Ambassadors Bremer and Jeffrey expressed delight at 
the relationship that had been developed to date and 
optimism for expanding and deepening relationships in the 
future. The Minister joined the Ambassadors in recognizing 
the great cooperation that has marked the relationship in 
the past several months and hopes for more in the future. 
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SENSITIVE 

EO 12958 DECL: N/A 
TAGS: PREL, PGOV, ECON, EPET, EFIN, IZ 
SUBJECT: CPA 1384: BRIEFING PRIME MINISTER ALLAWI ON THE 
OIL INDUSTRY 

1. (SBU) Summary: As part of a series of daily briefings, 
the Administrator and Mike Stinson, Senior Consultant to 
the Iraqi Ministry of Oil, briefed the Prime Minister on 
the state of the oil industry on June 18 in the PMs 
office. The conversat ion focused on decisions that the 
Prime Minister and the Cabinet can make to ensure the long­
term health of the petroleum industry. Additional l y, the 
Prime Minister was apprised of the serious loss of 
production and exports due to the damage saboteurs have 
done to the countrys pipeline infrastructure. The Prime 
Minister gained a clear understanding of the challenges he 
faces in protecting and modern izing this critical sector of 
Iraqis economy. End Summary. 

2. (SBU)Mike Stinson gave an overview of the locations 
and extent of the damage to the pipeline infrastructure in 
the North Oil Co. and South Oil Co. operating areas, caused 
by saboteurs. Copies of photos of the damage in the Basrah 
area were provided to the Prime Minister along with high 
compliments for the crews repairing the pipelines. These 
crews are working 24 hours a day and 7 days a week to 
restore export capacity. The work is very difficult, and 
the s t atement was made that these crew members deserve our 
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highest admiration. 

3. (SBU) Stinson indicated that during the first few weeks 
of its term, the Iraqi Interim Government (IIG) could make 
decisions that would propel the nations oil and gas 
industry forward and benefit all of the Iraqi people over 
the l ang -term future. Among the more important decisions 
would be the following; 

Statement of Basic Economic Policy 

4. (SBU) The Prime Minister's Cabinet shoul d establish a 
a 
direction in which strong state organizations coexist with 
a strong private sector. The Prime Minister should support 
the Minister of Oils intent to restore the Iraqi National 
Oil Company (INOC) to its position of leadership for Iraqs 
exploration and production businesses. The organization of 
INOC ear l y in the tenure of the IIG will strongly focus on 
the growth of Iraqs vital ail industry, attracting foreign 
investment, and providing t he leadership necessary to 
restore the t echnical heal t h of the energy sector. The 
Prime Minister asked Mr. Stinson if he had thoughts 
regarding candidates for the CEOs position at INOC . Mr. 
Stinson gave him the names of Mr. Jabbar, Director General 
of the South Oil Co.; Mr. Qutub, Advisor to the Minister 
for Exploration and Production; and Dr. AI-Saadi, Director 
General for Economics and Finance at the Ministry of Oil. 
The Prime Minister indicat ed he was considering Walid 
Khadurri, Editor of t he Middle East Economi c Survey, as a 
s a 
potential candidate. The Prime Minister said he would also 
ask Walid Khadurri to head up a proposed Oil Industry 
Advisory Council. 

security 

5. (SBU) Stinson urged the Prime Minister to support the 
Mi nister of Oil in his program to expand and strengthen the 
ERINYS Oil Security Force from its present level of 14,000 
guards to as many as 25,000. An increase in s t rength, 
capability, and coordination with ather national security 
resourc es is necessary to maintain a strong and viable oil 
industry, the cornerstone of the economy for years to come. 

Invest First 

6. (SBU) The Prime Minister was encouraged to support a 
policy of investing first in strengthening the nations 
infrastructure, specifically in the energy industry. The 
followi ng were recommended as laying the foundation of a 
strong future economy: 
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-- Program the replacement of obsolete refineries with 
modern, efficient facilities. 

-- Accelerate the use of abundant, clean natural gas for 
industrial fuel or feedstock. 

-- Commit to 24 hours of reliable power to the nation by 
the end of 2006. 

-- Rehabilitate the nations pipelines, ports, depots, 
roads, and rail systems. 

Strengthen the Nations Oil Production 

7. (SBU) Stinson also said the IIG should ensure that 
investment flows toward the exploration and development of 
the nations oil fields to i ncrease production and 
international market share. The policy should clearly 
state that there is a role for private Iraqi and foreign 
capital and ensure the very best technology is employed to 
maximize reserve recovery. 
Eliminate Price Subsidies 

8. (SBU) Finally, CPA urged that the IIG quickly establish 
government policies that will move the Iraqi economy away 
from subsidies on petroleum products and toward subsidy­
free pricing by the end of 2006. The Prime Minister agreed 
that Iraq would benefit from a movement toward open-market 
et 
prices. Stinson said the Minister of Oil had structured a 
program of gradual price increases. He expressed the hope 
that the program could be implemented as soon as possible, 
preferably before 30 June . The init ial move toward 
regional parity and subsequent moves toward true subsidy­
free pricing would begin to eliminate serious smuggling 
operations that currently rob the Iraqi people of fuels and 
money. Ambassador Bremer stated that approximately $2.5 
billion was being spent on refined products imports and 
that these funds represented a direct drain on lraqs 
national budget. He had indicated earlier that a 
substantial sum was being spent on food imports. These two 
subsidies alone constituted a large portion of the Gross 
National Product of Iraq. The Prime Minister agreed that 
this situation was not sustainable. 

Establish a Public Utility Commission 

9. (SBU) The Prime Minister was also urged to consider 
appointing a Public Utility Commission to regulate 
electricity, natural gas , and other utility prices where 
there is no readily available international market data of 
relevance. 
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FOR: 

THROUGH: 

FROM: 

SUBJECT: 

COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

INFO MEMO 

THE ADMINIS1RATOR 

Deputy Administrator and Chief Operating OffiC~f 
J. Michael Stinson, Sr. Advisor to the Ministry Ofli] -,.-. 

Crude Oil Production and Export Capabilities 

15 May 2004 

This memo is in response to your request for information concerning Iraq's crude oil production 
and export capabilities, particularly in the near future. I've taken this opportunity to expand the 
commentary to include the intermediate and longer term prognosis crude oil production and 
exports. Crude oil supply to the refineries and refinery output are related issues and some 
comments are provided for this segment as well. I've divided the production information into 
two parts, the unconstrained capacity picture and the constraints that prevent full production 
from being brought to bear on exports and refinery feedstock. 

Iraq's Unconstrained Production and Export Capacities 

Iraq has unconstrained well and field capacities currently between 2.75 and 2.90 million barrels 
per day (bpd). The principal fields under the control of the South Oil Company are able to 
produce approximately 2.1 to 2.2 million bpd without downstream constraints. The principal 
fields under the control of the North Oil Company are able to produce between 650 and 700 
thousand bpd without downstream constraints. The bulk of Iraq's total production capacity and 
virtually all of its near-term ability to increase daily production in response to market conditions 
or refmery requirements in an unconstrained world come fromjust a rew fields: Kirkuk (North 
Oil Co.), North and South Rumaylab (South Oil Co.), A:z. Zubayr (South Oil Co.), and Majnoon 
(South Oil Co.). 

Iraq's unconstrained production capacity will likely hold above the 2.5 million bpd level through 
the balance of 2004. However, a significant decline in productive capacity is inevitable 
unless major strategic projects such as the pressure maintenance system for North and 
South Rumaylah Fields are completed and the significant investments for which the 
Ministry of Oil and CPA Oil have requested funding within 2004 are accomplished. 

Iraq's unconstrained nameplate capacity at its large re,fineries at Baiji, Doura, and Basrab total 
490,000 bpd. An additional 110,000 bpd of crude oil is used by Iraq's small package refineries, 
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power plants using crude oil for fuel, and a barter transaction with Syria exchanging 
approximately 14,000 bpd for electricity. The maximum amount of gross production devoted to 
intemal requirements currently totals 600,000 bpd. Therefore, the difference between 
unconstrained production capacity and maximum expected internal requirements is 2.15 to 2.30 
million bpd suggesting that the resultant volume available for export sales without constraints 
should be able to exceed recent record levels of approximately 1.85 million bpd. 

Constraints Limiting Iraq's Actual Production and Export Capacities 

Constraints on Iraq's ability to produce crude oil, ship it to points of export, and ship it to 
domestic refineries and other crude oil consumers have been increasing in recent months. Boiled 
down to the essentials, major constraints relate to security and investments. I've further 
divided the commentary into four periods: 

1. IS May to 31 May 

The period from now until the end of May is dominated by security related constraints and other 
uncertainties as follows: 

• Kirkuk gross production is constrained throughout the period to a maximum of 450,000 
bpd due to the replacement of the 40-inch pipeline between Kirkuk and Baiji/IT Pipeline 
and the AI-Fatah crossing of the Tigris River. We have experienced sabotage on the 40-
inch and other pipeline segments between Kirkuk and Baiji as well as on the IT Pipeline 
itself. Furthermore, we have had several attacks on the oil field itself but none has yet 
affected crude oil productive capacity. 

• North Oil CoJKirkuk deliveries to the Baiji refinery will continue through most of the 
period because we have had to further delay the Baiji refinery rumaround because of the 
impacts on supply caused by the successful attacks on the crude oil pipclines feeding the 
Doura refinery. Between IS May and I June, total exports via the IT Pipeline and 
Ceyhan will total 200,000 to 250,000 bpd. 

• North Oil CoJ Kirkuk deliveries to the Doura refmery and Qudas power station will be 
reduced modestly due to downtime on the K-2 12-inch crude system which was 
sabotaged during the first half of the month. 

• South Oil Co. exports through the Mina al Basrah and Khawr al Amaya terminals have 
been impacted by the unsuccessful attacks on the terminals themselves and the recent 
successful attack on the 48-inch export line. We do not have a forecast of when repairs 
can be completed, but it will be more than a rew days; until that time South Oil Co. 
exports are reduced by approximately 700,000 bpd to around 900,000 bpd. Unless 
further attacks occur, full production and exports should commence by end-May. 

• South Oil Co. crude deliveries to the Doura refmery and the Mussayib power plant are 
zero because of the damage to the 18-inch pipeline from the Strategic Pipeline to Doura 
and Mussayib. The usual total to these two consumers, approximately 85,000 bpd, will 
be available to expand exports until the IS-inch pipeline is repaired and rerumed to 
service. 
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ProductionlExports During the Period: Expected gross production will be around 1.5 to 1.6 
million bpd. Expected exports will be substantially impaired to levels around 1.0 to 1.2 million" 
bpd. 

Security will be a major issue during this period. Ministry personnel in many cases are either not 
reporting to work because of threats or refusing to work on certain facilities because of the 
inherent danger. The insurgents have already done considerable damage to our physical plants 
and pipelines; they are not expected to cease any time soon. 

2. 1 June to 30 JURe 

The month of June will continue to be dominated by security issues and uncertainties, but if the 
incidents of sabotage abate, the production and export figures can rise to the levels seen during 
April due to the following: 

• North Oil Co.lKirkuk deliveries to the Baiji refinery will be reduced by approximately 
120,000 bpd during the turnaround lasting through the month and well into July. This 
amount, offset modestly by the presumed additional deliveries to tbe Doura refmery and 
Qudas power station will be available for export. Assuming all pipeline systems remain 
intact the exports through the IT Pipeline should reach approximately 310,000 bpd. 

• South Oil Co. gross production and exports should be restored to full levels. Assuming 
full deliveries of crude oil to the Basrah and Doura refineries, small package plants 
served lium the south, and power stations burning crude oil, the level of exports lium the 
south should be between 1.6 and 1.7 million bpd. 

ProductlonlExports During the Period: Expected gross production should return to April 
level. of 2.5 to 2.6 million bpd. Expected exports may reach record levels of 1.9 to 2.0 million 
bpd mostly due to reduced deliveries to domestic refineries. 

Security will be the main issue during the period. Gross production and exports cannot increase 
much beyond the expected levels, but continued sabotage and threats or actions against Ministry 
and expatriate personnel could very well substantially reduce actual levels. 

3. 1 July to 31 December 

Production levels and exports for the second half of 2004 will be substantially impacted by both 
security issues and the level and pace of investments in the industry. Key projects or 
investments that will impact that latter half of the year are as follows: 

• The completion, or lack of completion, of the Quarmet Ali wator treatment plant and all 
the systems to inject massive amounts of water into the North and South Rumaylah Fields 
for pressure maintenance is a critical event during the second half of 2004. If the project 
is not completed and injection started around mid-year, then we are in agreement with 
Ministry of Oil experts who expect that South Oil Co. production will begin to decline 
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starting in July and be reduced by some 250,000 bpd by year-end. If the project is 
completed South Oil Co. production should be stabilized at roughly current levels. 

• North Oil Co.lKirkuk gross production and exports will be materially impacted by the 
completion, or lack thereof, of the AI-Fatah crossing of the Tigris Rjver and the 
completion of the 50 km. of new 40-inch pipeline to carry crude oil between Krrkuk and 
Baiji for refinery feedstock and delivery to the IT Pipeline. If these projects are 
successfully completed and not interdicted, then Kirkuk production can increase to its 
maximum current level of approximately 600,000 to 650,000 bpd. 

• North and South Oil Co. production is experiencing increased water cut, or produced 
water. In order to sustain production, and certainly to facilitate any increases, 
investments need to be made to handle this "wet crude". These investments are not yet 
funded. It is vital that they be funded as soon as possible. 

• North and South Oil Co. both have wells that require major workovers in order to 
maintain production. These investments are not yet funded; these are vital as well. 

Production/Exports During the Period: Gross production may be under some downward 
pressure during July and August before the noted projects are completed. If the waterflood 
project is completed in the south and the pipeline projects are completed in the north, then gross 
production will have a tendency to increase by around 200,000 bpd as the full near-term 
production capacity at Kirkuk is realized. This could result in levels of production approaching 
2.7 to 2.85 million bpd. Resultant expected exports would also rise to around 2.1 million bpd. 
Toward the end of the year production would tend to decrease substantially if the projects are not 
completed andlor funded. Security will continue to be a primary issue during the period. 

4. 2005 and Beyond 

Gross production in 2005 can reach 3.0 million bpd, but the completion of all the projects begun 
in 2003 and 2004 need to be effectively completed and new development wells need to be drilled 
during the latter balf of 2004 and into 2005. These must be funded in the 2004 Ministry budget, 
and these funds are not yet approved. Without all these projects and the other projects being 
initiated by PMO, it will be very difficult to sustain current levels of production and a slump 
down to the region of 2.25 million bpd is not out of the question. 

Tbe Role of Crude Oil Prices 

If crude oil prices remain very strong, particularly if they remain in the vicinity of $40 per barrel 
on the NYMEXlWTI basis then revenues per barrel will be around 12% to 15% higher in May 
than they were in April. Therefore, we have the potential of maintaining revenues at April levels 
even with modestly reduced exports. Iraq's pricing policies involve a delay in setting actual 
prices. Sales to the U.S. from the Ceyhan terminal, for example, are priced beginning 15 days 
after lifting to account for tanker transit times; sales to European destinations are priced using a 5 
day average after date of lifting. Basrah crude is priced on a monthly contract. Therefore, prices 
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do not adjust for very short term movements in price, but will reflect benchmark world prices if 
they reach a plateau and stay there for a sustained period. 

Refinery Supply and OperatiODS 

The security of our refining system has become very worrying, which, in turn, makes the 
prospects for outages and civil unrest even greater. The Doum refinery has literally been out of 
crude oil for several days this month following the sabotage of the IS·inch pipeline serving the 
refinery from the south and the two 12·incb pipelines serving the refinery from the north. The 
two 12-inch lines are back in service and filling Dour~'s tankage. However, attempts to repair 
the four breaks on the IS·inch lines have been prevented by violence. The Ministry pipeline 
crew originally sent to repair the lines were ambushed, beaten severely, and all their equipment 
stolen by a gang of some 30 or 40 individuals. T.D. Williamson crews sent to the scene have 
been mortared and hit (but not damaged) by an lED. 

Obviously, the Iraqi's, wltb our assistance, absolutely must get Ibe security situation In 
hand or none of our projections will bave any validity. 
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(b)(6) 

... 
From: (b)(6) 

Sent: Thursday, February 12,2004 9:59 AM 

To: (b)(6) 

Subject: FW: Deputy Ministers 

rmmJI please pass this to George - I can't find him in the directory, --Executive Assistant, CPA Administrator 
Head of CPA Executive Secretariat 
-----Original Message---
From: McKee, Robert E, (SES) 
Sent: Thursdav, Februarv 12, 2004 9:56 AM 
To: Kellogg Jr, Joseph (5ES-6); Jones, Richard (AMB); 
SUbject: Deputy Ministers 

(b)(6) 

AlI-

The following is probably blindingly obvious to each of you, but perhaps the information can be useful to you, at 
least anecdotally. 

The subject is the issue of the Governing Co ncil a ointin s De u 
said in the morning staff meeting yesterday,', have two or three 

Oil Ministers in the last day or two. As I 
roblems with this action. -

• ,J'/Ie people themselves are petenHy '~d are apparently being placed in the Ministry for 
religiOUS, political or personal reason;~~'uence we are trying to eliminate within the oil industry. 

• It is incomprehensible why DIlPuty Ministers have to be named at all because there is nothing for them to 
!!2., Also, there is no rati6nale to naming people to fill an organization before the organizational structure is 
decided. 

• The same people who IJ~~I through &tl~~am's ~ and who brought it back to life after 
the liberation, as well as many trained professionals, are a systematically being pushed to the sidelines. 
This is just another step in that process. It appears that people with no religious or geographic 
identification will have no place in the structure. 

Besides these major problems, there are other pieces of information that are relevant. 

• People in the ministry have only heard of three of the six. Only one of six worked in the oil industry before. 
• One nominee worked as an economist for SOMO in the late 'SOs. He left 

in '91, never reached the level of supervisor and was considered ''very poor" by people that knew him. 
• Another, is a Kurd appointed earlier as an Advisor wlo portfolio to the Oil 

Ministry by GC Member Talibani. He has done nothing since that time. 
• Sahib Qotub is currenUy the Upstream Advisor in the Ministry and has been apPOinted as the Senior 

Deputy Minister. He has been retired since the first Gulf War, when he ran Kuwait Petroleum Company for 
Saddam during the time Kuwait was occupied. He is considered weak. 

• Although you have been consistent in saying that we in CPA cannot get involved in backing one person 
over another, the situation with Thamir Ghadbhan is unique in my mind. When there was no water, no 
lights, no police, no services, etc, it was Ghadbhan who stepped forward to achieve CPA's oil goals, unified 
the Oil Ministry and led them back to whare they are now. Yesterday's action irritated and demotivated 
almost all of the current DGs, particularly on Thamir's behalf. They know that since he is being treated that 
way, their own efforts over the months have been minimized and that those efforts are not valued as much 
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as cronyism and religious leanings. I do not have any basis to defend Ghadbhan's character pre-liberation, 
but if people like Qotub were as close to Saddam as he apparenUy was, what basis is Uhe GC using to 
select or eliminate candidates? 

• I would question how much of this GC, and how many of the ministers, will be in a pennanent government. 
Why wOUld we let what could be a temporary body put in place something that guarantees connectivity to 
them and which is patently not even necessary at the present time? 

I appreciate that you don't like to have problems presented without recommendations. I don't pretend to know 
how to solve this one, but all else being equal, we should veto yesterday's nominations and insist that the Minister 
of Oil restructure his ministry prior to the right people (baSed on merit) being pieced in the resulting organizaUon. 

- - ,.... . . .--_ ... - - -"-
Rob 
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FOR: 

FROM: 

SLllJECT: 

COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

ACnOl\MEMO 

March 31. 2004 

THE ADMlNISTRA TOR 

r: Jeff Oster. Deputy Chier Ooerating Officer! ~I~ \ 

Discussion Paper for the April 1, 2004 Dep ies Committee 

• I recommend that we transmit the attached paper to the NSC for distribution at the Deputies 
Comminee (DC) on April I, 2004. 

• Mike Stinson has produced the anached paper that highlights a number of policy issues 
regarding the vaiidity of alleged l:-aq: oi l contracts. 

f: ~Y;:'hilc the DC is scheduled to discuss only the ~urkish oil contracts. I believe it is unwise to 
take aL ad hoc, case-by-case approach to resolving the numerous claims to iraq's subsurface 
wealth. 

RECOMMENDA TION: Transmit the attached paper to the NSC for the April j st DC. 

Approve: _ _ _ Disapprove: _ _ _ Approve with modification: _ _ _ 

ATTACHMENTS: Paper - Iraq Petroleum Development Contracts 

COORDINATION: J. Michael Stinson - CPAIMOO - concur 31 March 

Prepared By: Mr. Mark Walker, COO, (b)(2) 
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IRAQI PETROLEUM DEVELOPMENT CONTRACTS 

Corporations from several countries allege that they hold valid contracts to develop oil and gas 
reselVes within the boundaries of Iraq. The alleged contracts raU into four broad categories: 

C",ontr2t::t~_ executec or aliegcd tc -na-,-'c -o~er! executec 0)' -(fit g~\; eiT.J11en·; c:: :ira.c; prio;" t(. 
the 1991 war to li-n:::rate Kuwait. 

2. COi1tracts executed or alleged to have beer: exe·:uted by the govenunent of Iraq during the 
p eriod between 1991 and the rali of the previous goverrnnent oflraq on April 9, 2003. 

3. Contracts executed by regione: governments during the period betweer. ! 99 i and tbe faU 
oithe previous national government on April 9. 2003. 

4. Contracts executed by regional governments during the period of ORR A and the 
Coali tion Provisional AUthOlity between Aprji 9, 2003, and the assumption of 
sovereignty by the Iraqi Governing Counci! under the Transitional Administrative Law 
on July 1, 2004. 

in addition to the corporations alleging to hold these contracts, the countries in which they are 
domiciled have also often lent support to their corporation in these matters. The potential size of 
the crude oil and natural gas reselVes in Iraq do cause both corporations and governments to 
c0nsider :hem to be strategic ir, nature. Therefore, there is a regular effor: by the corporations 
and gove:nments iC push fOi the recognit1011 of these zontracts by tht Iraq: governmen~ as: it is 
brought into existence on July lSI. 

Taking the four broad categories in sequence: 

I. CP A-Oil does not know of any claims being made by corporations or countries 
concerning the validity of contracts executed by the Iraqi government prior to 1991. 
Most, ifnot all, of the work done by international companies involved the provision of 
selVices, equipment, and construction. International companies did a substantial amount 
of exploration drilling during the 1970's. However, it does not appear that the Iraqi 
government signed any contract for the development of crude oil and narural gas that 
sUIVived into the term of the previous government. 

2. [n the period between 1991 and April 9, 2003, the Iraqis negotiated several agreements. 
At least two companies or consortia assert that their contracts executed during this period 
are valid. The ones we know sometlllng about are noted in Attachment I. We have not 
had sight of the contracts themselves. 

3. The most troublesome contracts may be those executed by Iraq's regional governments 
during the period between 1991 and the fall of the previous national government on April 
9,2003. The northern part of Iraq was administered by a Regional Administration 
recognized as having separate powees even during this period when a national 
government existed ill Baghdad. The main contract signed during this period was: 
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• A Production Sharing Agreement (PSA) between a private Turkish company, PetOil 
Petroleum and Petroleum Products International Exploration and Production Inc. 
(PETOIL), and the Sulaymaniyah Governorate. The agreement was approved by 
1alal Talabany on behalf of the Northern Iraq Administration. The agreement 
establishes a PSA for oil exploration and development over a large area of 
Su]s;.'maniyab if northeasle:--r I;-uc:. The 2.greement wa~ signee ;L . .Tanum;' 20C::., 
Subsequemiyar, A.meriear, ccn:paIly registe:-ec ir; Texas, ?::ime Natur&~ ReSOlE"eeL 
ln~. , may have acquired a 50%. ir:'leres: i1: L'1e contract. 

4 Ccntracts executed by regional goven1TI1ents du:ing the period ofORHA and the 
Coalition Provisional Authority betwee~ April 9, 2003, and the assumption of 
sovereignty by the Iraqi Governing Cou;1cil under the Transitional Administrative Law 
on July 1~ 2004·, are less difficult. One such C01itrac~ exists as far as CPA-Oil knows, It 
is as follows: 

, A Production Sharing Agreemen: between the Kurdistan Regional Government and a 
private Turkish company, Genel EneIji A.S., signed Janu<l!)1 20, 2004. The PSA area 
is fairly large and lies north of Kirk uk and is in the are&. of the existing Taqtaq Fieki. 
The agreement was signed by Dr. Barham Salih. Prime Minister ofthe Government 
of the Kurdistan Region. 

CPA-Oil believes that all of these alleged contracts should be invalid and oonsiders a public 
statement to that effect to be of high importance. The Minister of Oil has received a draft 
statement addressing the prior contracts (Attachnlent 2) and he agrees with all the main points. 
"The Minister made 2. short pubiic statement, reportee. in Reuters on March 26) 2004. He said, 
;''?he con:racts with the previous regime, whether by foreign companies or govemments~ are 
subject to the Ministry's future policy. They shouid not think that thoy would automatica!ly be 
renewed. The new oil policy will reconsider these contracts objectively." He has not yet spoken 
publicly about the regional agreements. 

The signed regional agreements in Kurdistan and Sula,mamyah may be the most difficult to deal 
with. We do not believe that any of the enabling documents establishing the respective regional 
authorities granted rights to the subsurface mineral resources. Those subsurface resources, and 
particularly oil and gas, are reserved to all the people oflraq. Decisions respecting the 
development of those resources must be made by a national entity, the Ministry of Oil in the case 
of oil and gas. Therefore, these contracts are probably invalid. A legal opinion so stating the 
position may well be necessary, but the policy should be clear. Robert Maguire, CPA Legal, has 
helped us with legal insights. 

It may well be that the Administrator should issue a position on behalf of CPA to clarify the 
situation prior to the transition. 

1. Michael Stinson 
Senior Advisor to the Iraqi Ministry of Oil 
Coalition Provisiona: Authority ~ Baghdad 
Email: (b)(2) 
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Attachment 1 

K."JOWN OR PROBABLE CONTRACTS NEGOTIATED BETWEEN THE PRIOR 
GOVERNMENT AND INTERJ,ATIONAL COMPANCES 111191 to 4!9/03 

~he fo1iowin£ are the kno\!.- or probable contracts negotiatet bet\i.ieer, the fmmer 1rag~ 
gOverrL'11em and international companies du..ring the period bet\veen the Gulf War and Operation 
Iraqi Freedoll1: 

1. The Chinese cOlnpany, Oasis, signed a Production Sharing Contract (PSC~ to develop Ahnab 
Field southeast of Baghdad and may have signed foc two other fields. We believe the,e 
transactions were done in : 997. The :hinese consider aT ieast the Ahdab contract to be valid. 

2. Thc Indian state company, Oil and Natural Gas Corporation (ONGC), negotiated a deal te. 
explore Block 8 in far southern Iraq west of Kuwait. We dc not know if the contract was 
actually finalized. The :ra..'1sactioI' .. was apparently negotiated in 20GO. 

3. The Indonesian state company, Pertamina, negotiated a deal tc explore Block 3 in 
southwestern Iraq. We do not know if the contract was actually finalized. The transaction 
was apparently negotiatec ir. 2002. 

4. The Russian privaTe company~ Lukoii, along with partners, Zarubezhneft ana Ivfashinoimpon 
signed 8. transaction ir: ~ 997 to cievelop the giant ~west Qurnar, Field iL southeastern Iraq. 
This contract was said to have been canceled by the fanner government. Lukoil alleges tha~ 
rhe contract is valid. 

5. The Russian company, Soyuzneftegaz, and the Chinese company, Sinochem, may have 
negotiated transactions on Rafidain Field in February 2003. We do not know if the contract 
was finalized. 

6. The Rnssian company, Stroytransgaz negotiated a risk contract in early 2003 to explore 
Block 4 in western Iraq. We do not know if the contract was finalized. 

7. The Vietnamese company, Petroleum Investment and Development Corp., a subsidiary of 
Petro Vietnam negotiated a development contract in 2002 on the Amara Field north of 
Basrah. We do not know if the contract was finalized. 

8. TotalFinaElf, the French major company, has been negotiating for some time to assist in the 
development of the giant Majnoon Field in southeastern Iraq. We do not know the status of 
the agreement, but TotalFinaElf visits the Ministry often. 

9. CPA-Oil also believes there may have been negotiations and possibly contracts involving a 
South Korean Oil Company and thc Malaysian state compar.y, Petronas. 
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COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

LPBHA88E£N 
ACTION MEMO 

April 13,2004 

FOR: TIlE ADMINISTRATOR 

FROM: Scott Redd, Deputy Administrator and Chief Operating Officer 

SUBJECT: Discussion Paper for Ihe April 15,2004 Deputies Committee 

Sev .... 1 oil conlnle" mown as Produetiou Sharing Agreemen\$ (PSA) were entered in", by 
the previous regime during the period of United Nations' &anctions. Other PSAs were 
entered into by local authorities purponing to convey an interest in oil reserves belonging to 
the nation. 

This subject is scheduled to be discussed at the Deputies Committee on T'hUJ'8dsy, April ]5, 
2004. My staffbu. drafted a one-page discU£l)lon paper (Tab 1) and Mike Stinson, Senior 
Advisor'" the Minisrry of Oil bas prepared the attached Info Memo (Tab 2). The 
documents: 

• Provide relevant background information; 

• Conclude that these PSA agrcancnls are not legitimate; 

• Provide a draft public aJlDOWlCCtIlent for the Iraqi MiniJter of Oil to release. 

There is confusion over the USG positiOD on these PSAs. It has been claimed that last year 
the USG decided to not take a public position on these cases and leave them for the new Iraqi 
goveIlllDent to resolve, We have been unable to confinn this. This discussion should help 
clarifY the matter. 

RECOMMENDATION: That the Administrator approve the transmission of the attached 
NSC discussion paper and Info Memo to the NSC for the April 15th Deputies Meeting. 

Approve: V'j he( Disapprove: __ Approve with modification: __ 

A IT ACHMENTS; (1) Draft NSC Discuasion Paper 
(2) Jnfo Memo· Iraq Petroleum Development Contracts 

COOORDINATION: Amb Jones (Copy furnished) 
MOF/Goorgo Wolfe (Copy furnished) 
Genenol CounseVCOL Pregent (o.k.) 
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Discussion Paper 
Iraqi Oil •• d Ga. Conlracu 

• Several corporations entered into oil contracts known as Production Sharing Agreements 
(PSA) with the previous regime during the period of United Nations' sanctions. Other 
PSAs were entered into by local authorities purporting to convey an interest in oil 
reserves belonging to the nation. 

• Interested corporations and their home governments continue to push for recognition of 
these contracts by Iraqi officials as the new Iraqi government is being formed. 

• The Senior Advisor to the Iraqi MOO believes that all contracts issued since 1991 are 
invalid, but CPA has stopped short of issuing a legal determination on these contracts for 
several reasons: 

Litigation. Nullification of the contracts would trigger costly and time-consuming 
litigation. 

ForeigD RelatloDS. Iraqi and U.S. relations with home governments of interested 
companies must be weighed. 

MOO Realities. The interim Minister may be unable/unwilling to withstand the 
intense pressure from effected parties if they are invalidated at this time. 

NOD-Concurrence of Coalition Partner. Britain does not support a blanket 
statement on the invalidation of all contracts; preferring a detailed case-by-case 
analysis. It is reported that an Australian finn may also have a contract in question. 

• Some drilling and production has commenced. Even if the contracts are deemed valid, 
there is no evidence that payments are being deposited into the Development Fund for 
Iraq (DF!). 

• In light of these legal and political considerations, the CPA MOO and the Office of 
General Counsel (OGC) recommend against a formal announcement that the contracts are 
invalid. Instead, it is recommended that the interim Minister make a public policy 
announcement with the following key elements: 

The sovereign Government of Iraq retains exclusive competence over its natmal 
resources. 
Decisions regarding contraets will be made on the basis of Iraqi national laws. 
Those companies which have attempted to circumvent Iraqi law in order to secure 
competitive advantages will be dealt with according to Iraqi law. 
All paymenu must be made to the DFI. 

• Under this proposal, the final disposition of these contracts would be deferred until the 
sovereign Iraqi government is in place. 

• Additional information is provided in the attached CPA Information Memo. 
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COAUTION PROVISIONAL AUTHORITY 

BAGHDAD 

INFO MEMO 

April 13, 2004 

FOR: THE ADMlNlSTRA TOR 

FROM: Scott Redd, Deputy Administmtor and Chief Operating Officer 

SUBJECT: Iraq Petroleum Development Contmcts 

COlporations from several countries allege that they hold valid contracts to develop oil and 
gas reserves within the boWldaries of Iraq. The contracts fall into three broad categories: 

1. Contracts executed or alleged to have been executed by the national government of 
Iraq during the period between 1991 and the fan of the government of Iraq on April 9, 
2003 (sovereign government, but with sanctions). 

2. Contmcts executed by local authorities during the period between 1991 and the fall of 
the previous national government on April 9, 2003 

3. Contracts executed by local authorities during the tenure ofORRA and the Coalition 
Provisional Authority between April 9, 2003, and the expected assumption of 
governance responsibilities by the Iraqi Interim Government on July 1.2004. 

The potential size of the crude oil and natural gas reserves in Iraq led both cOlperations and 
governments to consider them strategic in nature. lIDs has resulted in a consistent effort by 
the corporations and their home governments to push for recognition of these contracts by 
Iraqi officials as the new Iraqi government is being fonned. 

Taking the three broad categories in sequence: 

I. Between 1991 and April 9, 2003, the Iraqi national government negotiated several 
agreements. At least two companies or consortia assert that their contracts executed 
during this period are valid. The ones we know something about are noted in 
Attachment 1. 

2. The most troublesome contracts are those executed by Iraq's local authorities during 
the period between 1991 and the faIl of the previous national goveromenton April 9. 
2003. The northern part ofIraq was administered by a regional administmtion with 
some autonomy even during this period when a national government existed in 
Baghdad. The maln contract signed during this period was: 

• A Production Sharing Agreement (PSA) between a private Turkish company, 
PetOil Petroleum and Petroleum Products International Exploration and 
Production Inc. (PETOIL), and the Sulaymaniyab Governorate. The agreement 
was approved by Jalal Talabany on behalf of the Northern Iraq Administmtion. 
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The agreemenl eSlabiishes a PSA for oil exploration and development over a large 
area ofSulaymaniyah in northeastern lnIq. The agreement was signed 14 January 
2003. Subsequently an American company regi~nld in Texas, Prime Natural 
Resources, lnc.t acquired a 50% interest in the contract. 

3. Contracts previously executed. and even now being ...,gotiated, by local amhoritics 
during the ClDTent occupation period of ORHA and the Coalition Provisional 
Authority between Apri19, 2003. and the assumption of governance responsibilities 
by the Iraqi Interim Govemment on July 1.2004. One such contract that exists is: 

company, Genel Enerji A.S., J Jan L. The PSA area is fairly 
• A PSA between the KurdiS\anzn.~;~and a private Turkish 

large and lies north ofKirkuk and i. inearea of the existing Taqlaq Field. The 
agreement was signed by Dr. Barham Salih, Prime Minister of the Government of 
the Kurdislan Region. 

The senior advisor to the Ministry of Oil believes that all of the contracts referenced above 
are invalid. First, any contracts In Category 1 wou1d have been executed during a period in 
which international sanctions were in effect, thus DlIlljtyinw the validity arapy re1eY'(\t 
contracts. Second. since the )ocaJ autbmjtj.,. did ROt have the right to manawe or otherwise 
dispose of subsurface mineral resources, conIracts executed by local authorities (Congo, ieo.2 
and 3) are invalid. The TAL recognizes that the exclusive competence over these resources 
will be vested in the haqi Transitional Government because subsurface resources, and 
particularly oil and gas, are reserved to all the people of Iraq. Thus, decisions respecting the 
development of those resources may ooly be made by a national entity. not by a local 
authority. 

In addition, the senior advisor to the Ministry of Oil is concerned that any payments made 
Wlder these contracts were not being deposited into the DFI. Some drilling or production has 
lakenplace. We have no evidence that payments are being made for the export of oil 
produced under these agreements. Nevertheless, the obligation to deposit all payments into 
the DFI must be recognized and enforced, should contrary evidence come to light or should 
payments be made in the future. 

Given the above concerns, the senior advisor to the Ministry of Oil recommends that a public 
policy slatement be issued to address this problem. The Iraqi Minister of Oil made a short 
public statement, reported in Reuters on Maroh 26, 2004, in which he said, "The contracts 
with the previous regime, whether by foreign companies or governments, are subject to the 
Ministry's funue policy. They should not think tbat they would automatically he renewed. 
The new oil policy will reconsider these conll1lcls objectively." He has not yet spoken 
pUbhcly abOut the speclflC con6'iCtS referenced abOve. To clarify the situation, it is 
recommended that the Minister of Oil issue the policy s\atcmenl (Attaehmeat 2) designed to 
protect these resources, 

ATTACHMENTS: (I) List of Probable Oil and Gas Contracts 
(2) Draft Policy Statement fot the Iraqi Minister of Oil 

COOORDINATION: Amb Jones (Copy furnished) 
MOF IGeorge Wolfe (Copy furnished) 
General Counsel/COL P~gent (o.k.) 

Drafted: 1. Michael Stinson, Senior Advisor to the Iraqi Ministry of Oil 
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Attachment 1 

KNOWN OR PROBABLE CONTRACTS NEGOTIATED BETWEEN THE PRIOR 
GOVERNMENT AND INTERNATIONAL COMPANIES 1/1/91 to 4/9/03 

The following are the known or probable contracts negotiated between the former Iraqi 
government and international companies dwing the period between the Gulf War and 
Operation Iraqi Freedom: 

1. The Chinese company, Oasis, signed a Production Sharing Contract (PSC) to develop 
Abdab Field southeast of Baghdad and may have signed for two other fields. We believe 
these transactions were done in 1997. The Chinese consider at least the Ahdab contract to 
be valid. 

2. The Indian state company, Oil and Natural Gas Corporation (ONGC), negotiated a deal to 
explore Block 8 in far southern Iraq west of Kuwait. The transaction was apparentiy 
negotiated in 2000. We believe the contract was ratified in 2001. 

3. The Indonesian state company, Pertamina, negotiated a deal to explore Block 3 in 
southwestern Iraq. The transaction was appanmtly negotiated in 2002. 

4. The Russian private company, Lukoil, along with partners, Zarubezhneft and 
Mashinoimport signed a transaction in 1997 to develop the giant West Qurnah Field in 
southeastern Iraq. This contract was canceled by the former government. Lukoil alleges 
that the contract is still valid. 

5. The Russian company, Stroytransgaz negotiated a risk contract in early 2003 to explore 
Block 4 in western iraq. We believe this was never ratified. 

6. The Vietnamese company, Petroleum Investment and Development Corp., a subsidiary of 
Petro Vietnam negotiated a development contract in 2002 on the Amara Field north of 
Basrah. We believe this was ratified. 

7. TotalFinaElf, the French major company, has been negotiating for some time to assist in 
the development of the giant Majnoon Field in southeastern Iraq. We do not know the 
status of the agreement, but TotalFinaElfvisits the Ministry often and have apparently not 
yet signed an agreement. 

8. CPA-Oil also believes there may have been negotiations and possibly a contract involving 
a South Korean Oil Company. but negotiations continue. 
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DLseUJSloJl Paper 
Iraqi 011 and Gas Contracts 

• Several corporations enteIed into oil conll'8clli blown as Production Sbarin& Agreements (PSA) 
wi1h 1he previous regime during the-period of United Nations' sanctions. 01hcr PSAs were 
entered into by local authorities pwporting to COIIVCY an interest in oil reserves1>clon&in& to the 
nation. 

• . .lnterested coIp<lrations and their bome govemments continue to push tor recognition of these 
contracts by Iraqi officials as the new Iraqi government is 1>cing funned. 

• Th. Senior Advisor to the Iraqi MOO believes that all COD1ral:Is i-.cd aiDCC 1991 are invalid, but 
CPA bas stopped short of issuing a legal detenninatioJl QD theae CODlnIcIs for several reasons: 

UlicatiolL Nullification oftbe contracts would trigger costly and time-<:onauming litigation. 

FordID RtlatioDL Iraqi and U.s. relations with home governments of intercst"Ci comp;mies 
must be weighed. 

MOO RealIties. The interim Minister may 1>c \IIIIlblolunwilling to withstand the intense 
pressure from effected parties if they are invalidated at this tim •. 

NOlI-CoJlcarrence of Coalition Partner. Britain does not support a blanket atatcment on 
the invalidation of all contracts; prefeniDi a detailed case-by-casc analysis. It is reported that 
an Australian finn may a1so have a contract in question, 

• Some drillin& and prodw:tion bas commenced, Even if the CODIIacts are dce!ried valid, tbcrc is 
no evidence that payments are 1>cing deposited into the Developmeut PImd tor Iraq (DFI). 

• hi light of these legal and political eonsidctatiODJ, the CPA MOO and the Office ofGentral 
Counsel (OGe) recommend apinst a fonnaJ annoWICement that the contracts are invalid. 
lnstead. it i. recommended that the interim MinisIcr make • public policy annoUIICcmcmt with the 
foUowing key elements: 

- The sovereign Government oflraq retains exclusive competence over its natural 
rcsources. 

- Dcciliona regarding contracts will be made on the basis of Iraqi lIlitionaJ law •. 
Those companies which have attempted to circumvent Iraqi law in order·to .ec:ure 
competitive advantageo wiD be dealt with according to Iraqi law. 
All payments must be made to the DFl 

• Under this proposal. the finaJ disposition of Ihese contracts would be deferred until the sovereign 
Iraqi government is in place. 

• Additional infOnnatioD is provided in the attac:hcd CPA Inf_tion Memo. 
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1hc agreement establishes a PSA fOT oil exploraliOll and development over a IIIJiC' 
area of Sulaymaniyah in northeaatcm IrlIq. The agreement was signed 14 Jamwy 
2003. Suboequen11y an Amcritau company registered in Texas,Prime Natural 
Reooun:es, Inc., acquired a 50% interest in the conlraCL 

3. Contracts previously executed, aDd even now being negotiated, by local authorities 
during the current occupation period of ORHA and the Coalition Provisional 
Authority between April 9, 2003, aDd the assumption of govemance responsibilities 
by the Iraqi Interim Govmunent on July I, 2004. One such contract that exists is: 

• A PSA between the Kurdiotan Regional Government and a private Turkish 
company, Gcmcl Bnerji A.S., signed January 20, 2004. 1hc PSA area is fairly 
large and lies north of KiIknlc aDd is in the DCa of the existing. Taqtaq Field. The ' 
agJeemeot was signed by Dr. Barlwn S81ib, Prime Minister of the Go_t of 
the KurdisIaD Region. 

1hc Mnior advisoi to the M:inistly of Oil believes that aU of the cootracts refen:Deed above 
are in valid. First, any conlnlcts :in Category I would have been ex..cuted cMing a period in 
which international sanctions wen: in effect, thus nullifying the validity of any relevant 
contracts. Socond, since the local authorities did not have the right to _Ie or otberwiae 
dispose of subsurJilce miDeral resources, conlnlcts cxeculed by local authorities (Categories 2 
mel 3) are invalid. 1hc TAL mcognizes that the oxcluaive compejence over these resoun:es 
will be vested in the Iraqi Transitional Govemment because subourl'ace resources, aDd 
puticulorly oil and gas, are reserved 10 all the people of Iraq. Thus, decisions respecting the 
development of those IeSOIIICeI may only be made by a national entity, not by a local 
authority. 

In oddition, the senior advieor to the MiniBlly of Oil is coacemed that any paymCJrts mode 
under tbc:sc contracts were not being deposited into the DFI. Some drilling or production has 
taken place. We have no evidence that paymenIB are boiDg made for the export of oil 
produced UDder these agreementa. Nevenheleas, the obligation to depoait .11 paymenta into 
the DFI Dlust be recognized and enforced, should contrary evideDce come to liebt or should 
payments be made in the future . 

Given the above concerns, the ...mar advisor to the Ministry of Oil recommcIIda that a public 
policy statwlent be issued to address this problem. The Iraqi M'tnistcc of Oil made a sbort 
public statement, reported in Reotenl on March 26, 2004, in which he said, "The contracta 
with the previous regime, whether by foreign companies or govc:mmcnts, are subject to the 
Ministry'. future policy. 1hcy should not IhiIIk that they would automatically be renewed. 
The new oil policy will reconsider those contracts objectively." He has not yet spoken 
publicly about the specific contJacts refereaced above. To clarify the situation, It i. 
recommended that the Minister of 011 isllle the policy statement (Attachment 1) designed to 
protect these resouti:e •. 

AITACHMENTS: (I) LiBt of Probable Oil ond Gas Contracts 
(2) Draft Policy Statement fur the Iraqi Minister of Oil 

COOORDINA nON: ADIb Jones (Copy fUmished) 
MOF/Geo<I<' Wolfe (CoPY furnisbed) 
General CounaeIlCOL i'Rgcnl (o.k.) 

Dra&d: 1. Michael Stinson, Senior Advioor to the Iraqi MiDiaIXY of Oil 
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Attachment 1 

. KNOWN OR PROllABLII'. CONTRACTS NEGOTIATED BETWEEN THE PRIOR 
GOVERNMENT AND INTERNATIONAL COMPAND:S 111191 to U'J1fY3 

The fo!lowjpg are the kpown or probable contracts negotiated b.twCCll the former Iraqi 
iO'Vemmqrt and intcmatiopal companies dnrjM the period between the Gplf War and 
cwmQII Ingj Freedom: 

I. The Chinese company, Oaais, signed a Production Sharing ConIrac:t (pSC) to develoP 
Ahdah Field southeast of Baghdad and may have signed for two otheo: fields. We believe 
thesc IraDSactiODS were done in 1997, The Chinese consider at least the Abdab contract to 
be valid. 

2. The Indian state compauy, Oil and Natural Gas Corporation (ONGC), negotialcd a deal to 
explore Block 8 in far southern Iraq west of Kuwait. The transaction was apparently 
negotiated in 2000. We believe the contraCt was ntified in 2001. 

3. The Indonesian state company, Pertamina, ne&otiated a deal to explore Block 3 in 
southwestern Iraq. The transaction wsa appa=tIy bep>tialed in 2002. 

4. The Rusaian private company, Lukoil, along with partncu, Zarubezbneft and 
Maahinoimport signed a trmaaction in 1991 to develcp the giant Viest Qumah Field in 
southeaatern Iraq. This contnct was cancolcd by the founer govermncnt Lukoil aDoses 
that !be cOlllract ill stiU valid. 

5. The Ruasian cOIlIpany, Stroytransgaz negotiated a risk contract in early 2003 to explore 
Block 4 in western Iraq. We believe tbis wu never ratified. 

6. The Vi~tnam_ compauy, Pelr9leum Investment and Development Corp., a subsidiary of 
PetroVietnam Desotiatcd a developmcmt COIIIra.ct in 2002 on the Amara Field·nodh of 
Bunh. We believe this .... ntified. 

7. TotalFinaElf, the Fnmch major company, has been lI080tiaq for some time to _ist in 
the dDVOlopment of the sianl Majnoon Field in southeastern Iraq. We do not know the 
status oflhc agreement, but TolalFinaElfvisitB the MlDiatry often UId have apparcntIy not 
yet signed an a8leement 

8. CPA-Oil also bclievea there may have been ntSotiatioDa UId possibly a contract involving 
a South Korean Oil Company, but negotiations continue. 
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(b)(6) 

From: Stinson, Michael (ADOO) 

Sent: Sunday, May 02, 2004 9:23 PM 

To: Oster, Jeffrey W. (0-9); Wolfe, George B. (SES) 

Ce: Ed (0-7); Vogler, Gary; (b)(6) Stinson, Michael 

Subject: RE: Emergent OFI Budget Requirements - Package is available for pick up on my desk -.. 

Jeff and George. 

Just to clartfy, it is our understanding that these funding requests now need to go first through the COO's office for 
screening, then to the Ministry of Planning, then (perhaps) to a PRC, and then to the PRB. Jeff, I assume we 
need to get your approval that this particular set of investments can go forward. If we need to meet we are 
anxious to do so. If you approve we'll try to get on the docket w~ple and tentatively on any 
PRC/PRB combination that is coming up. Basically that it; wha~was told at the last PRB at 
which they declined to review this because it hadn't gone through the necessary hoops. 

I've been told, and George can perhaps confirm, that the $2 billion OFI infusion tram which thit; $600 million would 
come is being reviewed back in Washington. George can perhaps advtse whether ft is worth ft to go through all 
the processes unless we know the money is actually there to be allocated. 

Finally, I feel honor bound to put forward the position and interests of the Min istry of Oil. Our processes seem to 
have done considerable injury to the legitimate needs of the oit industry and are threatening to do more. Last 
year the Ministry of Oit identified $1 .2 billion for capftal investments in projects critical to the sustainable health of 
production and refining. They made commitments regarding production rates In recognition of that investment. 
For reasons I can't explain this amount was first reduced by CPA (Admiral Oliver) to $800 million and 
subsequently eliminated altogether (also Oliver). Obviously, this completely sidelined those projects and 
purchases planned by the Ministry. Despite strong impressions at the Ministry that the full $600 million would be 
restored in the final 2004 budget, only $200 million was recently released in a direct conversation between Amb. 
Bremer and Minister AI-Uloum. Of that $200 million up to $170 million may have to be spent on already 
committed expenditures not on the critical investment list Irom a year ago. That leaves only S30 million to the 
Ministry for its projects. Gentlemen, the health of the oil industry is obviously in jeopardy, all we have to do is look 
at the terrible weaknesses in the refining and pipeline sectors. Believe me, the oil fields will be the next to come 
down. Oil fl9lds need major investments every year or they start to la~er. Ours have not had investment for 
several years, including 2003 and 2004 under the CPA. II we do not facilitate some investment then not only will 
the increases in production originally scheduled for year-end 2004 not take place, but we will probably see 
capacily slump to the level of 2.25 million to 2.3 million bpd. Isn't the potential loss of $2 billion in future revenue 
worth fighting for and investing to avoid? 

Very frankly, we have systematically and very Significantly under-funded the 011 industry which is the only leg 
under this country's economic stool. It may be that peeple view the huge import bills for imported products as 
"investment". It is not. In fact, the problems of managing that ponderous program has pulled management time 
away from the Ministry and the CPA that should have been spent on planning the further restoration of the 
business. 

I am ready to do just about anything reasonable to secure th is additional $600 million because I be~eve it is the 
only right thing to do to attempt to shore up the industly's capacfty. I don't know if the other Ministries have been 
over-funded, but I can darned sure tell you that the oil industry has definitely been under-funded. 

If there is a fight I can enter wnh the hope of winning this funding, let me know where and when it is. 

Regards, 

Mike 

----original Message---

5/312004 
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COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

FOR: THE ADMINISTRA~ ' 
FROM: J. Michael Stinson, Senior Oil Advisor jK1 

SUBJECT: Follow up to Oil Minister Meeting 

The following infonnation is a follow up to your meeting with t)I~ Oil Minister on Thursday, 
April 29. i 

/ 

• AK-47's for Erinys guards ; 
o Erinys was required to procure their AK -+7' s through the US government in a 

large consolidated buy. Over 9,000 AK~47's scheduled for delivery over the next 
60 to 120 days. " 

o Erinys borrowed 500 AK-4Ts from lVIO! last week. MOl has agreed to provi<Je 
additional 2,000 u on approval from Ambassador Bremer. This would ensure a 
weapon for each guard on uty . 

• Security for pipeline repair crews 
o The emergency pipeline repair project with TO Williamson has a security element 

provided by SAS Security. 
o The scope and value on the SAS contract will be modified to include providing; <=>= 

security for Ministry of Oil pipeline persolU1el as well as TDW. We will triple the 
size of existing contract. ----• Security at the oil terminal in the Arab Gulf 

o Marines have been assigned to secure both terminals in the Gulf. They have 25 
marines living on each terminal. They are rapidly hardening the site 

o lOrinys has S guards on each terminal. 
o CPA Oil and the Navy in conjunction with CENTCOM will develop a plan,to 

better protect the terminals with higher caliber weapons and other defensive 
measures. This plan with cost estImate \\ill be completed by 15 May. 

• Oil Ministry Communications 
o Plan developed in JlIly 700; tn.l>uild the Oil Ministry communications network 

throughout the country at an estimated cost of $50 million. Temporary 
communications consisting of satellite telephone systems provided at remote sites 
until permanent system implemented. 

\", 
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• o Delays kept occurring to the implementation of the pennanent communications 
package because of.low-j!rioritr. Responsibility for the project was taken by the 
Ministry of Communications late in 2003, but waG reoeRdj' retllmod 19 Qil aile to 
a lack.JJfpaqdjpc. 

_ .- 1:1 

o Project is presently considered an un!!mded requirement with a high priority. 

COORDINATION: 

I 
/ ') 

COO, LTG(R) Jeff Oster - ok ~ C, -r ,,_ 
"'_C ~ . --- X 

U 'y' \. 
,<; ~ . \;:S '(V 

\JV~~ 

UNCLASSIFIED 2 
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-. -~-----

10:49 AM 

C6IT~~lv ., on 
any specifics Boltom-line, the minister will give his and his 

recommendations 10 me nexl Sunday, aller which I'll show lhem 10 the Ambassadors and 
Generals for discussion. 

Rob 
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Ministry of Oil Interview with Joel Berwick, Rob McKee 

........ "" ......... ....... . ... -_ .... _ ...... 
Strand "' .... Com ....... Status , 

Sbategy for implementing priooitizeO NS! 01 
Milestone chart cod .... ooe .-strategy in _I: senior _ anticipales CXJr1tinued growIhalong !he 

short-term (1 year) and long-term{2~) y.ars projectlons for the"\/8 year per1od. The limiting faCb'to growth wUl be capital to ftnance. Ollis an existlng G 
goals operational minisby and will only be limited by It:! ability to adapt to he mari<et CQ'lditions. 

Strategy 
There are sc:me cutturaJ Ilmltatlons at adapting !he free mal1c:el process In the 01 MlNstry. However, In many 

Ownership d.1raUlgy down Ihrough !he aspects of the business: there is a seasoned and wel-<leveloped opef8tiona1 team. A 
Ministry 

_ally Slrvd1Jnt and staf1lng levels desJgned 
Transition to new generation of managers and operators is required; this ..viII require ongoing training and 

which support orgarizalJonai goals 
mall18gement cnmmltment. Organlza6on Chart k'I piece. A 

Structure Well downstream and 00 larget ... Ih InspeclOr GeI1eral:DepuIy Mlnl.1eIs appoInled and In place 
Progress In making appolntments at DG ~vel 

G 
and tiers below, including Inspector General 

Transttion to new gen81'11fion d mBn&gef$ and QPen1110rS Is required; this wli require ongoing tJairAng and 

Analysis 01 lrainklgl_1y needo completed managemenl comrnImenl Organlzalon Chart In place. A 

Skills Trained Iraqis are In place In at senior and mid levels; de Ba'athiflcation had mlnima11rf1l8ct In the 011 
Roll out In MiniSM'yof consequent 

mlnislry. management training programmes down G 
through senior and m~ stan 

The primary actMtie. In the Governales for the Oil ministry are modernization of refineries. reducing imports 

Readln ... a. Prtnclples of coordination and and a nationwide gas distribution system.; Flnandal controls are In place; personnel pollcle8 are in place and 

for oommunicat.ion ~th governales dear !he u1tima1e plan for SeaJrity is con_ based and adeQuale. 

Transttlon 
b. Finandal conlol and budgellng system5 G d_ 
c. EJdstence of personnel policies 
d. AdeQuate security plens 

. Connedivily in 01 ministry is minimal as In I\e rest of the country. however progress is mcpected as the 

Systems a. Balle CoonedMly (pIlones. ema~) in pIo<e Communications road map ls 6lIBQJ1ed. Pa)ment d start. )ob desaiptioos are previousty noted and the 

for key raglonal Ministry staff ultimate contracting of an security for the ministry Is in progress. 

b. Cooslslenl capabIHIy 10 pay slaff salaries, 
get money 10 !JOY8fl1091es and lransparenlly 
..,.,.,.,. compeIIIMl conlracls G 

I 

c. ProportionIIeve of Ministry staff ""th agreed 
.iob desoiptions 
d. MiniStry payment of FPS staff In aOl'8ed 
numbers and Iocatioos 

OutJIne areas wnere SUPfJort win be needed 
Support post CPA wli be minimal. There wli be slgnl1k:anl oversight,;" !he PMQ projecls Ihroughoul!he 
ministry. There may be a short term requirement for trading expertise support as the New Iraq enters 1he 

by Ministry after 1 Jul tt when minister stands 'MlfId 011 market. G 

Support 
down; identification of source of support 

There are some aJlturalllmltalions of adapting the free market process in the oil Mk'istry. However. in many 
Level of agreement down ttYough mI~try aspects of the busine$s; there ts a seasoned and weII-developed operationat team. A 

--- @ 
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The agreement establishes a PSA for oil exploration and development over a IIIlgC 
area of Sulaymaniyah in northeastern Iraq. The agreement was signed 14 JIIIIUaIy 
2003. SIlbsoquen1ly an American company regi$tered in Texas, Prime Natural 
Resources. Inc., acquired a 50% interest in the contract 

3. Contlacts pre1'iously executed, omd even now beiDa: IICgotiatcd. by local authorities 
during the current oocupation period of ORHA and the Coalition Provisional 
Authority between April 9, 2003, and the assumption of governance responsibilities 
by the Iraqi Interim Government on July I, 2004. One such contract that exists is: 

• A PSA between the K.UIdistan Regional Govemment and a private Turkish 
company. Genel Enorji AS., signed JIIIIUaIy 20, 2004, The PSA area is tiUrly 
large and lies north of Kilkuk and is in the arcs of the existing. Taqtaq Field The' 
agreement was signed by Dr. Barham Salih, Prime Minister of the Government of 
the Knrdistan Region. 

The senior advisor to the Minislry of Oil believes that all of the contracli ref_DCed ahove 
are invalid. First, any contracts in CatcgOJ)' 1 would have been executed during a period in 
'which international sanctions were in effect, thus nullifying the validity of any relevant 
contmcts. Socond, since the local aulhorities did not have the right to manage or otherwise 
dispose of subsurface mineral mJourccs, contracts executed by local authorities (Categories 2 
and 3) are invalid. The TAL recognizes that the exclusive c~ over these rcaouroes 
will be vested in the Iraqi Traositiooal Government because subsur.fa(:e resources, and 
particularly oil and gas, are reserved 10 all Ole people of Iraq. Thus, decisions nospecting the 
development of those ICsources may only be made by a national entity, not by a local 
authority, 

In addition, the senior advisor to the Ministry of on is ccmcemed fuat any payments made 
under these contracts w_ not being deposited into the DFI. Some drilling or production bas 
taken place. We have no evidence Ihst paytnents are being made for the export of oil 
produced under these agreements. NevertheIellS, the obligation to deposit aU payments into 
the DFI must be recognized and cllf'on:ed, should Cootrary evidence come to light or should 
payments be made in the future. 

Given the above concerns, the senior advisor 10 the MinistIy of 011 rccommcnda fuat a public 
policy statement be isaued to address Ibis problem. The Iraqi Minister Df Oil made a short 
public Ita_t, reported in Renters on Man:h 26, 2004, in which he said, "The contracts 
with the previoW! regime, whclhcr by foreign oompanies or governments, .... subject to the 
Ministry's future policy. They should DOt think fuat they would automatically be renewed. 
The new oil policy will reconsider these contracts objcctivclY." He has not yet spoken 
publicly about the specific contract. referenced above. TD clariiY the sitoation, it is 
recommended that Ihe Minister of 011 issue the policy statement (Attachment %) designed to 
protec\ Ihese ICSOurCe •. 

ATIACHMENTS: (I) List of Probable Oil and Gas Contlacts 
(2) Draft Policy Statement for the Iraqi Minister of on 

COOORDINA nON: Amb Jones (Copy furnished) 
MOF/George Wolfe (Copy furtrisbed) 
General Counsel/COL Pregenl (o.k.) 

Drafted: 1. Michael Stinaon, Senior Advitor 10 Ole Jroqi Ministzy of Oil 

UNCLASSlPIED 
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14 May 14,2004 

To: DCM James Jeffrey 

From: J. Michael Stinson, Sr. Advisor to the Iraqi Ministry of Oil 

Re: Iraqi Oil Industry - Summary Brief 

CPA Office: Office of the Senior Advisor to the Iraqi Ministry of Oil. We are the 
primary contact in the Coalition Provisional Authority for the Ministry of Oil and its 13 
primary State Oil Enterprises (SOE's). The SOE's are the operating entities that produce, 
transport, and market Iraq's approximately 2.5 million barrels per day of crude oil, refine 
approximately 600,000 barrels per day of crude oil into refined products, and distribute 
refined products to the nation. CPA's Oil office is deeply involved in virtually every 
aspect of these operations, advises on the future structure of the industry, directs a 
massive program of product imports to augment refinery production, assists with 
financing required projects, and advises on major national policies related to the oil 
industry. CPA's Oil office has an important relationship with the CPA Electricity office 
in that most of the incremental power that will be produced in Iraq will come from 
thermal plants using a hydrocarbon as fuel. Our primary point of contact in the Ministry 
of Oil is Dr. Ibrahim Bahr AI-Uloum, the Minister of Oil. 

Major Accomplishments: The major accomplishment of the CPA Oil office is the 
restoration oflraq's oil production and exports to international markets to pre-war levels. 
The oil indust constit es more an 95% oss national 

ere ore, t e mamtenance an mcrease of oil production an export is of the most vital 
importance to the economic health of the nation. Furthennore, CPA's Oil office has 
directed a major modifications to the 
nations for large increases in ship-
borne refined products to enter the southern ports systems, found ways and means to 
increase refinery output, and advised as to the future structure of the oil business so ':hat 
he Iraqi industry can return to a position ofregional and world leadership. 

Key Issues: (I) security is number one; the insurgents are hurting us badly and 
threatening the lives of Iraqi's and expatriates alike; (2) investment funds have not 
flowed to the industry in anywhere near sufficient quantities; the industry is likely to 
falter if this is not corrected in a matter of months; (3) the Minister of Oil is not a strong 
leader and needs to be replaced with someone who is; (4) we need to proceed with a 
program of price liberalization aimed at removing all subsidies within t:ovo to three years 
at the very longest; (5) we need to proceed with re-activating the Iraqi National Oil 
Company and restructuring the Ministry of Oil for the modem era. 

Near-term Goals: (I) secure at least $600 million in bullget funds for the Ministry; (2) 
move on price liberalization (CPA is now holding back due to security concerns); (3) 
announce the re-activation ofINOC and name a CEO for the company; (4) agree the 



Muttitt 10-L-0263 67

- - ----- -----------------, 

restructuring of the Ministry of Oil and perhaps announce same; (5) find ways to 
eliminate insurgency; (6) leave behind an exceptionally well thought-out plan to replace 
all three major refineries in Iraq with modem new facilities capable of meeting the 
refined product needs of the nation without $2.5 billion in products imports; (7) leave 
behind an exceptionally well thought-out plan to restore and expand the country's natural 
gas system to fuel electric power generation and industrial plants. 

Longer-Term Goals/Activities: (I) flesh out INOC and Ministry organizational 
structures; (2) assist in creating a strong, responsive and comprehensive petroleum law 
that can be adopted by the newly elected government in 2005; (3) create a petroleum 
licensing policy and conditions that will be attractive to strong foreign investors; (4) 
design a regulatory system to ensure that the petroleum resources of the nation are 
maximized over the long term; (5) develop long-term policies respecting production rate 
targets, export targets, membership in OPEC, degree of state ownership versus private 
investment, privatization of non-strategic businesses such as petroleum distribution and 
marketing; (6) create an environmeot attractive to young people including educational 
and training programs outside of Iraq. 

J. Michael Stinson 



Muttitt 10-L-0263 68

Page 1 of2 

(b)(6) 

From: Stinson, Michael (SES) 

Sent: Sunday, March 28, 2004 9:55 PM 

To: (b)(6) 

Cc: (b)(6L _. (bll§L 
(b)(6) - - - - -

Subject: RE: Khawr 81 Amaya Marine Terminal 

I haven't heard anything at all about this in recent weeks and believe the idea of a tri. to the terminal is dead. The Conference 
in Basrah may still take place; the Minister remains keen to do it. However,lmlGJ Shield security people are advising 
against doing the conference 18-19 April because of the security issues in t/1e area. We'll have a deciSion from t/1e Ministry 
around 6 April. With the UN being in here during this period I'd say participation by Amb. Bremer is problematic at best if Ihe 
conference does take place. 

Mike 

-----Ori~ 
From:_ 
Sent: Saturday, March 27, 2004 7:02 PM 

Mike, 
I know this seems like a ways a way but I am sure that it will sneak up on us faster than we think. Are still planning for 

the 18th? 
Do we have another update on the offshore facility? Do we know if there is some naval vessel that could take us out 

there that we could do the event from if the platforms can't support helos? 
Do you know what the event scenario might enlail? 
Being all the way down in Basra we might combine this trip with a stop at the Sweetwater project, a USAID project that _t to do. So we will have to figure how to squeeze both in . 

-----Orfgloal Message--­
From: Stinson, Michael 
Sent: Tuesday, March 

Rob~ 

Iraq's Khawr al Amaya offshOl'e marine terminal resumed operations late last week after many years of 
inoperability following extensive damage during the Iraq-Iran war. The offshore facilities were used to ship a few 
cargos approximately one year ago but these operations were in a mode that could not be sustained and 
involved condttions Ihal no normal international marine operator could accept. Therefore, the recent resumption 
effectively ends a period of inactivity of almost twenty years. The Khawr AI Amaya terminal, like the neighboring 
AI Basrah terminal, is composed of steel structural plaHorms supporting loading facilities and mooring dolphins 
allowing large tankers up to VLCC class vessels to load. The Khawr AI Amaya and AI Basrah terminals are 18 
miles and 30 miles, respectively, offshore from AI Faw at the mouth of the Shalt al Arab. AI Faw is the stte of 
manifold, pumping and storage facilities and the start of the undersea pipelines sending crude oil to the 
terminals. The resumption of operations at both terminals, but particularty the Khawr AfAmaya terminal, is a 
tribute to the dedication and skill of the Ministry of Oil and its South Oil Compeny personnel. They were 
responsible for getting the terminal back in a condition where international marine operators can use them for 

312812004 
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lifting Iraqi oil. The incremental new capacity for loading will help facilitale !he ability of Iraq's o~ industry 10 
achieve the 3.0 million barrel per day target for Ihe end of 2004. II is, therefore, a strategic step in the re-b irth of 
a great industry. 

Ambassador Bremer is aware of the strategiC Importance of the commencemenl of operations al Khawr AI 
Amaya. The Ambassador called this morning to inquire as to the feasibility of holding an inauguration ceremony 
in concert with the Minister atlhe offshore terminal within the coming week to two weeks. Such a ceremony 
would offer an opportunity to compliment the Ministry and underscore to the media the progress in restoring the 
capacily of the oil industry. The idea has great merit, and we have looked into Ihe practicality of such an event. 

One key finding is Ihat the offshore lacilities at both Khawr AI Amaya and AI Basrah terminals cannot support 
helicopter operations. The facilities are operational but not lully restored, and the Iraqis are using boals lor all 
movements between shore and terminal. Funds are earmarked for lurther investment in these lacilities, but the 
work won't be done lor several months. As a consequence, any ceremony offshore before the 1st July transition 
would have to be conducled on a coalition naval vessel standing off the terminal platforms themselves. A 
ceremony onshore could be held at the Basrah facilities of the Ministry's South Oil Co. 

As to the timing of any such event. South Oil Company Director General Jabbar A . AI-Leaby is devoting much of 
his effort to the Iraqi Oil Conference scheduled lor 18-19 April in Basrah. He has suggested that an 
inauguration scheduled to coincide with that timing would be tile best for his organization. We would, of course, 
still likely have to hold the ceremony at a location other Ihan the platforms Ihemselves. 

Please consider the above and let me know the Ambassador's reaction . As I have said, CPA Oil very much 
likes the concept because ~ wouid allow Ambassador Bremer to dinectly recognize some great work by the 
Ministry. At this crilicaf time in guiding fheir decisions respecting posl-transition organizations this gesture would 
help us succeed in gaining acceptance of tile right structure and philosophies of operation . 

Regards, 

Mike 
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COALITlON PROVISIONAL AUTHORITY 

BAGHDAD 

ACTION MEMO 

April 23, 2004 

FOR: Ed Theriot, Senior Environmental Advisor 

FROM: J. Michael Stinson, Senior Oil Advisor 

SUBJECT: Land for the Daura Refinery Employees 

The employees at the Daura Refinery are being granted small parcels of land to 
recognize their contribution for years of service to the Oil Ministry. The 
performance of this refinery has been very good since last year and the country of 
Iraq is very dependent on the products coming from their operations. Many of the 
employees defended this refinery against attacks by looters in April of 2003. 

The land is located adjacent to the refmery just on the Tigris River and is 
considered excellent property. The refinery is over 50 year old and many of the 
units need replaced. A new refmery is being planned for the central region of Iraq 
and will be located southwest of Baghdad by about 30 miles. Once that refmery is 
built, the Daura Refinery will be shut down. We expect that the new refinery will 
be completed in about six years. 

I request your support for communicating to the Environmental Minister that this 
project is very important to the employees of the Daura Refinery and should be 
accomplished. If it is not accomplished, we fear that labor problems will erupt and 
harm the efficiency of this key economic entity. 

Michael Stinson 
Senior Oil Advisor 

UNCLASSIFIED 
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FOR: 

FROM: 

COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

INFORMATION MEMO 

THE ADMINISTRATOR 

Mike Stinson, Sr. Ar.::: - Oil 

April 14,2004 

SUBJECT: MEETING WITH MINISTER OF OIL - 15 APRIL 

At our meeting with Dr. Ibrahim Bahr Al-Uloum tomorrow at 8:30 a.m. I expect four subjects 
concerning the oj} industry will be on the agenda, and I anticipate one additional subjcct to be 
raised Concerning the uncertain state of security in the country: 

1. The proposal for a multi-step price liberalization policy and program. 

The Minister has written a policy and program that begins with significant 
percentage. but small absgillte increases in the prices of all products within the 
coming few days. By ~d·Foar next year the prices would be increased to 
approximate parity pothneiihijCiiip8 COWltnes. Between now and then there would 
be one or two ackJjtional increases depending upon the reactions Dfthe public and 
demand for product. After mid-year 2005, the MlDistry commits to extending the 
program and planning the complete removal of government subsidies within a 
relatively short period o[ years. See Attachment I for details. 

2. The first draft ora prooosalto reorganize the Ministry of Oil and its major jnduatrlaJ 
anns. inc1uding a new Iraqi National Oil Company. 

The Ministry has developed a reorganization document that inC01porates many of the 
concepts the CPA-Oil advisors bave advocated including Boards of Directors 
separating the operational organizations of the Ministry from the policy and political 
aspects. We have a few things to discuss about the structure, but the direction is 
good. See Attachment U for detail •. 

3. Deputy Ministers. 

The Minister has noted two Deputy Ministers on his organization chart. Neither is in 
charge of any of the Ministerial sections. The only individual that he has verbally 
indicated wonld be a cboice [or Deputy Minister is Mr. Qutb, who is actually acting 
as a de-facto number two in the Ministry. He also has Muatassim Akrim in the 
Ministry as a Sr. Advisor Without Portfolio. Mr. Akrim is a Kurd and in reality 
apparently is GC Member Talibani'. man and hopes (perhaps expects) to be a Deputy 
Minister. We still want Mr. Tbamir AI-Ghadbban to playa key role in the Mioi&try. 

UNCLASSIFIED 
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4. The release of the 5200 million capital and operating expense fund item for the 

Ministry of Oil. 

The Minister may raise this long-standing issue since he is making some progress on 
key pOlicies and plans. 

5. The national security issue. 

The Minister is deeply concerned about the confrontation between the Coalition 
military forces and certain areas of the country. His deepest concern is for the areas 
of Najaf and Karl>aI. around the holy places. He will probably compare and conlntst 
the approaches taken in Ea1Jujah. for example, ana those be sees as kc";j hdbe Najaf 
and KaIbaia areas '-- . 

The Minister and 1 have two meetings cancelled during the past week, one for sickness and one 
fur unexplained reasons. Therefore. the documents referenced above are not in good shape in the 
English versions. Furthermore, we have had no oppornmities to discUS8 Deputy Ministers and/or 
the CEO of the national oil company since almost two weeks ago. 

Sincerely. 

~ 
J. Michael Stinson 

UNCLASSIFIED 
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McKee, Robert E. (SES) 

From: McKee, Robert E. (SES) 

Sent: Wedne&day, January 28, 2004 11 :31 /JJJ. 

To: _,~auI 

CC: Kellogg Jr. J,,-h·(SES-6); LOCfO)', 
(SES) 

(b)(6) ~Kee. Robert E. 

Subjec::t: Meeting with Minister of Oil-29 January-

Jeny-As we discussed in passing a couple of days ago, I recommend you use the general theme of -transition­
as the beais for our discussion witfllbrahlm.on Saturday 31 January at 1100. This will allow all of the most current 
issues to be raised. One possible way to proceed is as follows: 

1. After the hellos are done, spend a little time reviewing what happened at the UN. current administratiOn 
thinking, progress on the supplementarfundjng, etc. Enquire about his trip 10 D~OI. 

2. CompIimont him "'11h. Mll1iatJya perforrry' .n~ ioIIdeI8hlp IhrO<l\1l th4l Baghdad beozeoe 
$hortages in Dec6m5er. thank hlffl lUi !)ding responsive to your request to name a candKlBte for his tG 
po$ition. Thank him for continuing to work with Rob's office: on all of the chaftengea the oil sector has. 

3. Introduce "transition~' planning as very important over the coming days and weeks, 

4 . Indicate it's important enough that you expect certain things to get done Qujckll' and certain standards 
~ set. If not. ther:e will be certain implications (whatever yoU're prepared to tell him here). 

5. "TransiUonw is problematical In the oil sector unless the following specUic things are accomplished. 

a. Ibrahim must state his inteo'ros.1Dr!he kInO gt mjo'strv he wfll run, and do It guJckly. (I attach 
• short speech I wrote fO( him !hat would 8OCOmpilsh this) "Is imperaIIve !hat his employees, 
the GC. Iraqi people In general, and the wotId at large know Iraq's intentions soon. Offer to 
help him with the ce. . 

b. He must expedite the detailed work on 8 Code of Cnpduct for the ministry Bnd oil industry­
contracting. procurement, HSE. budgeUng, financial controls. ethiCS. etc. You know that work 
has begun "ere but it must have the highest priority. 

c. He must restructure the Minis an efficiently managed national 011 company that 
. If I can ride with you 'to the n stTy, m' 

the p for this restructUing, which I have also discussed with him.) Since he', totaIy 
incommunicadO now-, it will be almQSt im~. to get hm to preHflt you with some of his 
own ideas for restnJcturing dUMg the meeting, N you requested. In the end. his problem is 
that his organizational ideas are based-on acoonvnodating NmitV!.j!lities, not on creati'lg a 
structur . t suited to carrying out nls mtiQ'Y. 

d. must be (auditors are being conb'aCted now by CPA) and they must be 
pre e over the importing of all fuels by tJ'1is summer, as well 8S carrying on with the 
important task of selling Iraqi oil that is exported. 

e. The Erinys guard force must be placed within the min' j .. try 
must be prepared to mana e their e In wa thr u st. 

6. Sa, 5b and 5c must be accomplished within the next month or so. I (Amb Bremer) am prepared to 
re'yte 6O!D' Qgpjtal menay to l£QI! fMVis1er of 011) fmm lbe DFI account If you do these things. 
Otherwise. I cannot (this is the response to his recenllen"r to you requesti"lg that his capital budget be 
r~ed immediately). Be advised that he Is extremety -exercised- about this lasU8. He almost refusea 
to believe his budget has .Maya been zero, and that somehow we have made It zero to puntsh them. 
Of oourse, since it Is zero, I have been trying to tell hm that you woUld make 8VaMable some money to 
him If he made considerable progress on the whole restructuring/petroHtum regime iS5ue. Irs 
Important, In my mind at least, that you emphasize thiS message and tnat we stay the course. 

7 . Corruption is a major concern of yours. Entities, at all levels of Iraqi society, including within the Oil 
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Ministry, have to basically decide that lawle8sness will not be tolerated and will in fact be punished. You 
know thai corruption exists In the ministry and you are concemed that not enough is being done to root 
it out. You would like him to use his new )G to begin to get at this problem. 

8. You would like to begin the process of price Ilberallza!iOO and the fOfT{lation of an oil trust. 'MIat does 
he think of these and how should we proceed? ::a 

9. One oonoem mat J (Rob) would like you to voice, ifyoL,f agree, "is that you have heard concerns 
expressed that the career technoa'8ts at the Mjojatqt are Nowb< bid ere!y bMJg p'rtb oc1 aside. You 
don't want all of the exper1i1e and experience, particularly thoee that saw the indu8try through it's bad 
days and through the beginning of the reconstruction effort. to be sacrificed. 

10. To summarize, you want him to actively get.,voIved in "'transition- plaming md accompliShing some of 
the important tasks outlined above, -with a great sense of urg her every day 
to help get the ojl industry back to its pre-war level, and th does not Bct unl1ate (It is 
important to say something like this, because he's beginning II • can alrnp{y go 
drec:tty to ycu on some Issues. You should actually remind tim to WCH1c wi1h you through the all oftice 
on all matters.). 

11. Bottom..jin8, we have much to do in the coming months and a lot of progress neads to be made soon. 
You and the ministry have done wen. but much more remains. This is on" of the two or three mo5t 
important institutions in the country and you need to Jead the way. 

I would be glad to discuss any of this with you prior to the meeting. ThankJ. 

+ 

112812004 

braked
Text Box
MUTTITT 10-L-0263 74



MUTTITT 10-L-0263 75

COALITION PROVISIONAL AUTHORITY 

BAGIIDAD 

INFO MEMO 

28 March 2004 

FOR: THE ADMINISTRATOR 

FROM : Rodney Bent 

SUBJECT: Oil Revenue Report- As of26 March 2004 

Oil revenue report as requested. 

Revenue against Estimates 
Weekly 

Revenue Received 

$420,710,932.42 

MemoYGllCium items: 

War reparations to date: 

OMB forecast for 2004: 

OMB estimate 

$258,720,000.00 

$174,415,251.36 

$14,154,350,000.00 

(a) Updated forecast as per the 2004 Budget 

Nores: 

Year to date 

Revenue Received OMB estimate 

$3,488,305,027.14 $3,318,700,000.00 

• The "Revenue Received" columns represent gross oil revenues received. 5% of these are 
removed (Kuwaiti war reparations) before the amounts are transferred into the Development 
Fund for Iraq (DFI). 

• There may be revisions to the amount r~eivcd to date in subsequent weekly reports _ 
payments into the DFI are revised following close of business on Friday in New York. and 
CPA receives updated figures Monday afternoon (Baghdad time), 

• OMB's monthly estimates are pro-rated to obtain weekly-estimates. 

Rodney Bent 
Office of Management and Budget 

Copies to: 
Mr Kamil AI-Gailani, Minister of Finance 
Mr Mike Stinson, Ministry of Oil 
Col. Don Davis, CPA Comptroller 
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ATTACHMENTS: 
Cumulative Oil Revenue 
Cumulative Oil Production 
Daily Oil Production 
Net Oil Revenue 

COORDINATION: 
Ministry of Oil 
Comptroller's Office 
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SENSITIVE 

Daily Oil Production - 2004 
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I 

Building Inventories 

Restrain Consumption 

• Control Smuggling 
• Curb Demand 
• Limit Blackmarket 

~ Price increase 
~ Border control 

~ Accountability 

I ncrease Supply 

• Imports 
• Domestic Prod uction 

~ SOMa Upgrade 

~ Distribution facilities 
~ Restoration & Improvements 

~ Refinery Maintenance 
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i Key Considerations 

I • Refinery Maintenance 
I - Baiji retooling, Daura reformer 

• Security 
- Pipeline sabotage 
- Military escort of fuel convoys 

• Import Availability 
• Transition 

- SOMO import performance 
- MoF support of imports - SOMO Funding 
- Retaining DESC 

• 15 May Decision - extend beyond 30 June 

.- - - - - - ----------------- -----
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Benzene Inventories 
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Diesel Inventories 
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LPG Inventories 
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Kerosene Inventories 
Goal: 500 Million Liters by December 1 
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Recommendations 

• Price increase for Benzene & Diesel 

• Retain DESC post-transition 
- DESC - Iraqi Gov't Int'I Agreement 

• Provides a customer 

• Legally allows DESC to import 

- Maximize Supplemental Funds July-Sept 

• Additional SAF funds when needed 
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COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

INFO MEMO 

Marcb 30, 2004 

FOR: THE ADMINISTRATOR 

FROM: J. Michael Stinson, Senior Advisor to the Ministry of Oil 

SUBJECT; PETROLEUM DEVELOPMENT CONTRACTS EXECUTED PRIOR TO 
JULY 1,2004 

Corporations from several countries aUege that they hold valid contracts to develop oil and gas 
reserves within the boundaries of Iraq. The alleged contracts fall into four broad categories: 

I. Contracts executed or alleged to have been executed by the government of Iraq prior to 
the 1991 war to liberate Kuwait. 

2. Contracts executed or alleged to have been executed by the government ofIraq during the 
period between 1991 and the fall of the previous government of Iraq on April 9, 2003. 

3. Contracts executed by regional governments during the period between 1991 and the fall 
of the previous national government on April 9, 2003. 

4. Contracts executed by regional governments during the period of ORHA and the 
Coalition Provisional Authority between April 9, 2003, and the assumption of 
sovereignty by the Iraqi Governing Council under the Transitional Administrative Law 
on July 1,2004. 

In addition to the corporations alleging to hold these contracts, the countries in which they are 
domiciled have also often lent support to their corporatjon in these matters. The potential size of 
the crude oil and natural gas reserves in Iraq do cause both corporations and governments to 
consider them to be strategic in nature. Therefore, there is a regular effort by the corporations 
and governments 10 push for the recognition of these contracts by the Iraqi government as it is 
brought into existence on July l~. 

Taking the four broad categories in sequence: 

I. CPA-Oil does not know of any claims being made by corporations or countries 
concerning the validity of contracts executed by the Iraqi government prior to 1991. 
Most, ifnot all, of the work done by international companies involved the provision of 
services, equipment, and construction. International companies did a substantial amount 
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of exploration drilling during the 1970's. However, it does not appear that the Iraqi 
government signed any contract for the development of crude oil and natural gas that 
survived into the term of the previous government. 

2. In the period between 1991 and April 9, 2003, the Iraqis negotiated several agreements. 
At least two companies or consortia assert that their contracts executed during this period 
are valid. The ones we know something about are noted in Attachment I. We have not 
had sight of the contracts themselves. 

3. The most troublesome contracts may be those executed by Iraq's regional governments 
during the period between 1991 and the fan of the previous national government on April 
9,2003. The northern part oflraq was administered by a Regional Administration 
recognized as having separate powers even during this period when a national 
government existed in Baghdad. The main contract signed during this period was: 

• A Production Sharing Agreement (PSA) between a private Turkish company, PetOiI 
Petroleum and Petroleum Products International Exploration and Production Inc. 
(PETOIL), and the Sulaymaniyah Governorate. The agreement was approved by 
Jalal Talabany on behalf of the Northern Iraq Administration. The agreement 
establishes a PSA for oil exploration and development over a large area of 
Sulaymaniyah in northeastern Iraq. The agreement was signed 14 January 2003. 
Subsequently an American company registered in Texas, Prime Natural Resources, 
Inc., may have acquired a 50% interest in the contract. 

4 Contracts executed by regional governments during the period ofORHA and the 
Coalition Provisional Authority between April 9, 2003, and the assumption of 
sovereignty by the Iraqi Governing Council under the Transitional Administrative Law 
on July I, 2004, are less difficult. One such contract exists as far as CPA-Oil knows. It 
is as follows: 

• A Production Sharing Agreement between the Kurdistan Regional Government and a 
private Turkish company, Genel EneIji A.S., signed January 20, 2004. The PSA area 
is fairly large and lies north ofKirlruk and is in the area of the existing Taqtaq Field. 
The agreement was signed by Dr. Barham Salih, Prime Minister of the Government 
of the Kurdistan Region. 

CPA-Oil believes that all of these alleged contracts should be invalid and considers a public 
statement to that effect to be of high importance. The Minister of Oil has received a draft 
statement addressing the prior contracts (Attachment 2) and he agrees with all the main points. 
The Minister made a short public statement, reported in Reuters on March 26, 2004. He said, 
"The contracts with the previous regime, whether by foreign companies or governments, are 
subject to the Ministry's future policy. They should not think that they would automatically be 
renewed. The new oil policy will reconsider these contracts objectively." He has not yet spoken 
publicly about the regional agreements. 

The signed regional agreements in Kurdistan and Sulaymaniyah may be the most difficult to deal 
with. We do not believe that any of the enabling documents establishing the respective regional 
authorities granted rights to the subsurface mineral resources. Those subsurface resources, and 

UNCLASSIFIED 2 
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particularly oil and gas, are reserved to all the people of Iraq. Decisions respecting the 
development ofthose resources must be made by a national entity, the Ministry of Oil in the case 
of oil and gas. Therefore, these contracts are probably invalid. A legal opinion so stating the 
position may well be necessary, but the policy should be clear. Robert Maguire, CPA Legal, has 
helped us with legal insights. 

It may well be that the Administrator should issue a position on behalf of CPA to clarify the 
situation prior to the transition. 

1. Mich.el Stinson 
Senior Advisor - Ministry of Oil 

UNCLASSIFIED 3 
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COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

INFO MEMO 

FOR: THE ADMINISTRATOR 

FROM: J. Michael Stinson 

SUBJECT: Petroleum Product Price Liberalization 

Efforts continue to craft a program of petroleum product price liberalization that can be agreed 
between the Minister of Oil and the Minister of Finance. Neither Minister has developed his 
own written proposal but both have worked the issues. Each Minister has verbally outlined steps 
toward liberalization but they have reached no joint conclusion. Rodney Bent and I are of one 
mind on the subject. We put our basic concepts to the Ministers in ajoint meeting on March 8th

• 

The Ministers accept the need for liberalization and agree aspects of a program to do so, but 
disagree on main features. The Minister of Oil has asked for a specific suggestion at our last 
meeting earlier this week, and that is being written for his consideration. The basic positions 
follow: 

Minister of Oil's Concept 

The Minister has favored increases in premium grade benzene from 20 D/L to 75 D/L, regular 
grade from 20 D/L to 30 D/L, and diesel from 10 D/L to 15 D/L all on I May. Diesel is priced 
regionally in Iraq, and we assume, but do not know, that he will favor raising all diesel prices by 
50%. He strongly favors leaving LPG and kerosene at current prices because these fuels are 
used predominately by the poorer segments of the population. Future increases would be 
scheduled to finally achieve prices at parity with Kuwait. His suggested pace of subsequent 
changes in price tend to reach parity with Kuwait after the winter season of2005. 

Minister of Finance's Concept 

The Minister has favored a single large increase as soon as possible, probably effective I April. 
He, 100, would confine the increases to benzene and diesel. He did not articulate a concept of 
significantly different prices for premium and regular benzene. The Minister's concept of 
Kuwait parity prices are slightly in question and need to be finally confirmed. The,Minister has 
is motivated by this action as a source of revenue to enhance civil service pensions. 

Process for Approval 

The Ministers are inclined to seek GC approval. If agreement cannot be reached on a single 
proposal they both seem willing to advance two competing proposals to the GC for a decision. 
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• 
The Senior Adviso resisted this approach and have continued to insist that the 
tw . . ers should make the decision. 

emor Advisors' Position 

Rodney and I want a one-step process designed to significantly elevate product prices toward 
international open market prices with a first step achieving parity with Kuwaiti pricing. This 
approach includes the following: 

1. Advancing current official prices for two grades of benzene and diesel fuel to consumer 
prices expressed in Oinar per liter equivalent to prices of comparable products in Kuwait. We 
need to confirm the rough relationships between the consumer price and the price ex-refinery 
providing the proper margin for terminal to retail sites and a dealer margin on sales. Those 
equivalencies indicate prices in Iraq as follows (at 1 U.S. dollar '= 1400 ID): 

Transport and 
Prod"ct and Grade Consumer Price Dealer Margin Official Price 

Regular benzene 175 Olliter 250lliter 1500/1iter 

Premi um benzene 2900/1iter 40011iter 250 Olliter 

~iesel 1400lliter 15 O/liter 125 O/liter 

2. The prices should be made effective as early as is practical but no later than 1 May 2004. 

3. Kerosene and LPG prices to be held at current official prices until public and market 
reactions can be judged. Kerosene volumes should be closely monitored to gage level of volume 
loss to diesel pool. A recommendation for increasing the price of kerosene sbould be made by 1 
September 2004 based on the reactions of the market, general economic conditions, employment 
gains among lower paid population and other factors. LPG prices per container should likewise 
be evaluated aner the winter heating season of2004/2005. 

4. The Ministries of Oil and Finance must conduct an effective campaign of public 
information beginning immediately. It is necessary to educate the population on the need to take 
these steps. This is essential to minimizing public outrage. 

6. The Ministry of Oil must commit to a program of investments in public and private service 
stations to provide more outleis in convenient locations to ease the difficulty of refueling. The 
Ministry should commit to programs ofreinvestment in refineries and distribution systems to 
ensure that the higher prices yield adequate supplies of quality fuels throughout the nation. 

7. The Ministry of Finance should commit to allocations of moneys derived from higher prices 
to programs improving public services and transportation. 

8. For the longer term the Ministry of Oil should plan to advance prices toward parity 
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with Jordan as soon as can be justified and plan to advance to full open market pricing at the 
earliest possible time to fully remove subsidies. 

The primary concern of the Minister of Oil is for the poorer segments of the Iraqi popUlation_ 
Rodney and I believe that continuing subsidies, paradoxically, harm this segment of the nation. 
Maintaining very low prices for benzene and diesel in fact subsidizes those who can pay closer 10 

full market price, those with relatively high incomes. Heavily subsidized prices do nothing for 
those not having the resources to purchase automobiles, pri vate or neighborhood power 
generators, or owner operators of road trucks. Raising prices would provide additional revenue 
to the government which, in tum, could use the funds to invest in public transportation and other 
means to assist the poorer segments of society. 

In short, properly managed prices can provide advantages to the more disadvantaged members of 
society while dampening product demand. Reduced demand automatically reduces high-priced 
imports at the margin. Increased prices also reduce the incentive to smuggle fuels out of the 
country and reduces the incentives for citizens of neighboring countries to purchase fuel from 
Iraq. Both will tend to improve inventories and reduce imports. Finally. the ability of Iraq to 
meet IMF and other world standards will be benefited by the removal of state subsidies. 

Rodney and I will be proposing this program to the Ministers of Oil and Finance as soon as we 
can meet with them. We will be pushing for quick, affirmative decisions. 1 do expect 
modifications and will inform you as Ihey are proposed. 

J. Michael Stinson 
Senior Advisor - Ministry of Oil 

Cc: 

Vice Admiral (Ret) Scott ~edd 
Rodney Bent (d "",VZ:-J ) 
Olin Wethington 
Michael Adler 
Gary Vogler 

- - --- -_. -------- ----
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L. Paul Bremer 

From: 
Sent: 
To: 
Cc: 

Stinson, Michael (ADOO) 
Sunday, May 16, 2004 9:38 PM 

LPB Nl.S SEE:' 

Subject: 

L. Paul Bremer 
Oster. Jeffrey W. 
Bose, Emmett Jr 
Stinson, Michael 
Pipeline Repair in the 

Am bassador: 

Your questions in the follOWing e-mail nate are certainly timely. We are presently dealing with a real world situation with 
T .0. Williamson that indicates what we are now doing to compensate for the material additions to risk that we have been 
experiencing in recent weeks. However, adequate security is a maHer of individual perspective and T.D. WiRiamsan may 
yet nat agree thet we have prOYided proper security. That said, the following extensive plan is intended to cover a week­
long repair efforl: 

• I" Armored Division is providing a body of troops (probably a platoon) to go to the first of four s~es selected, 
sweep the area, and establish a perimeter. They will have heavy weapons. 

• Steel Dragon will escort the TOW equipment and people (except for the Iraqi sub-contractors) to the secured site 
accompanied by the enhanced PSD's. TOW personnel will be in herd cars in the convoy. 

• Iraqi sub-contractors prefer to go to Ihe sites unescorted so they are not so closely associated with the U.S. 
milrtary and civilan parties. They apparently will do so in this case. 

• Once the convoy reaches the first site the 1 ~ AD team will push the perimeter out somewhat farther with the PSD's 
taken positions nearer the repair site and crew. 

• I" AD will make an assessment of the size of the unit to be at the sne throughout the repair operation after all 
people and equipment are in place. One might conceive that two squads might remain, with radio contact with 1~ 
AD assets In case they are needed for quick response. 

• People will be deployed to the valve on the 18-inch pipeline at the Stategic Pipeline off-take point to ensure that no 
one pressures up the 18-inch whYe the crew is working. . 

• Once the first site is nearing completion the same process will take place for the second site followed by the third 
and the fourth, ~ necessary, until the job is finished. 

The above is one of the most intensive applications of both mil~ry and private assets in cooperation with one anollher thet 
we have sean. The willingness of the I" AD to see IIhe strategic nature 01 the repairs and provide such long-term support 
is deeply appreciated. The experts in IIhe security and military r ... lds boll1 leel that these measures wiN keep lhe people, 
equipment and sne safe during the repair sequence. We are conSidering other measures for this repair sequence, but our 
most pressing concern is the protection of the pipeline after it returns to service. 

Addnional steps that might be considered now or in the future: 

• Have the AirScan aircraft fly the line route at least twice after dark during the days of the repair sequence to detect 
movements of potenUal insurgents. Continue to fly the pipeline regularly during operetions after the repair. We 
should consider flying the pipeline during dayDght hours if AirScan's pemnit can be modified to allow daylight flights 
or il allernative options such as Seeker aircralt become available. 

• Mr. Themir Ghadhban recommends that we return the tribal arrangement in the region to a full ground surveillance 
contract rather than the static site contract that now exists. We are aware that this runs counter to the objective of 
reducing tribal arrangements, but at least in this case it would appear to be prudent to do so. Tribal members may 
well be made employees of the Eriny. team. 

• Build a pipeline road along the pipeline route in order to facilitate mobile patrols. The pipeline now largely goes 

1 
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through an agricultural area without much road access. 

• Continue 10 campaigns to build public awareness of the damage to Iraqi national values caused by attacks on oi 
infrastructure. The real key to security wi. ha.e to come Irom the Iraqi peoples' willingness to do their part to stop 
sabotage. . 

• Evaluate technology to detect line breaks Instantly and couple this detection with rapid notification of the CF in the 
area to prevent multiple attacks and enhance the possibility of capturing the perpetrators. 

Regards, 

Mike 

----Original Message----­
From: l . Paul Bremer 
Sent: Sunday, May 16, 2004 7:01 AM 
To: Stinson, Michaei~:); Oster: JeffrV' (0-9) 
Cc: Usher, Ed (0-7) • • Ellery, James (0-7) 
Subject: RE: 16 May Daily Oil Report 

I understand that it has gotten difficult. Is there anything more that can be 
done? ~ we have adequate security for the sites before and during 
repairS? Have we got what we need from private security and C.JTF? 
LPB 

----Original Message---­
From: Stinson, Michael (ADOO) 
Sent: Sunday, May 16, 2004 12:03 AM 
To: Oster, Jeffrey W~( - • . 
Ce: Usher, Ed (0-7); • EUery, James (0-7) 

. Subject: RE: 16 May Dal y I e 

The Baiji further delay is a direct result of the Doura refinery outages and the resultant Impact on stocks. 
Baiji· has. almost miraculously, kept producing reasonably well despite its many mechanical issues. 
Keeping ~ going for another few days before the turnaround starts will allow us to possibly gel Doura up to 
full production prior to taking Balji down. This will ease any inventory shocks If we can pull rt off. 
Furthermore, the delay giVes us more time to get a large crane fully into place. The crane has been 
unable to make the journey to Baiji because of blown bridges and high security concerns by the m~itary for 
the one aHernatiVe route able to take the weight of the components. 

Pipeline repair time has been most heavily impacted by two factors: (1) the amount of time spent on 
providing all the comprehensive security measures now necessary to do the inrtial reconnaissance and 
assessment. moving the equipment and personnel to and from the site, and securing the srte during work; 
this has expanded by perhaps an order of magnitude during the past six weeks and (2) the difficulties of 
getting volatile and dangerous materials cleaned away so that crews can do hot work; these last works of 
sabotage seem to have been designed to produce the highest degree of difficulty in this area. As Jeff 
says, people are doing their best under difficult and very dangerous circumstances. But the game has 
changed, Ambassador. and we must accept that reality and deal with H. 

Regards, 

Mike 

---Original Message-­
From: Oster, Jeffrey W. (0-9) 
Sent: Saturday, May 15, 2004 10:44 PM 
To: l. Paut Bremer 
Ce: Stinson, Michael (AOOO); Usher, Ed (0-7) 

2 

(b)(6) Ellery, James (0-7) 

braked
Text Box
MUTTITT 10-L-0263 97



MUTTITT 10-L-0263 98

Subject: RE: 16 May Dally Oil Report 

Sir, 

I agree that ilis a very discouraging report, yet it reflects the reality of the current 
situation despite Herculean efforts by our folks and the Iraqis. I forwarded you a 
lengthy report tonight which spells out in detail the current situation, the actions 
underway, and the short and long term prognosis for both refining and export. 

The big unknown is the security. In my opinion, we are under what appears to be a 
systematic, knowledge-based series of attacks aimed at both refining and export 
capacity. Recently those attacks have been reinforced by threats, Intimidation, and 
personal attacks of Iraqi 011 employees, and Iraqi, GRD, and contractor repair crews. 

We are awaiting the results of the MNF-I Infrastructure security review. At the same 
time, we are focusing the Erlnys security effort on the areas of greatest vulnerability, 
and the AirScan flight missions are directed at oil security. 

vir, Jeff 

----Original Message---­
From: L. Paul Bremer 
Sent: Saturday, May 15, 2004 10:00 PM 
To: Oster, Jeffrey W. (0-9) 
Subject: FW: 16 May Daily 011 Report 

Jeff 
This Is a very discouraging report. What can you tell me 
about It? Why the two week slippage on BaIJI? Why so long 
to repair pipelines, especially the southern one? It is 
costing us millions every day. 

LPB 

-----orkllnal M@Ct~ae---
From: (b)(6) 
Sent: Saturday, May 15, 2004 8:18 PM 
To: L. Paul Bremer 

(b)(2) (b)(6) 
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, . 

Subject: 16 May Dally 011 Report 

«File: Daily Report - 16 May,doc» 

VIR 

(b)(2) (b)(6) 
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COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

March II, 2004 

MEMORANDUM FOR Vice Admiral (Ret) Scott Redd 

SUBJECT: Post-Transition Personnel Requirements - Ministry of Oil 

The following outlines my thoughts on the broad outlines of persormel requirements to 
advise the Minister of Petroleum, main organizations under Deputy Ministers, andlor its 
corporate subsidiaries post - 1 July. The individuals I would envision are equivalent to 
current CPA - Oil advisors. Personnel from PMO and its contractors, DESC, the Corps 
of Engineers, GRD Shield, and others who work with me Ministry will also remain 
post-transition. These personnel are not included in this assessment. 

• yUni"try Requirements 

Senior Advisor equivalent - The Minister will need, and probably will value, 
the advise of a senior, experienced individual to help guide him during the 
immediate post-transition months. This individual would also assist in 
connecting the Minister to highly capable management consultants, e.g. 
Mackenzie & Co., for high-level organizational and managerial advise. 

Number: 1 

Deputy Senior Advisor equivalent - As the Deputy Ministers are brought into 
the Ministry additional advisory capacity to assist bom the Minister and the 
Deputies will probably be valued. Both the Senior and Deputy Advisors will 
probably also have to act as liaisons to PMO and other organizations working on 
U.S. funded projects. Number: 1 

Ministerial Section Advisors - I envision some of the Deputy Ministers will 
lead sections that may be almost completely new to them, involve new people 
and processes, and constitute major opportunities to improve the Iraqi petroleum 
industry and national economy. Catagories of importance, each having one or 
more potential ad\~sors are: 
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Advisor - Policy and Strategic Planning Number: 1 

Advisor - Foreign Investment Licensing Number: 1 

Advisor - Finance and Economic Anaysis Number: 1 

Ad,-isor - Project Development Control Number: 1 

Advisor - Petroleum Law Number: 1 

Corporate Commercial and Technical Advisors - The structure of the 
overall Ministry of Oil currently envisions an Iraq National Oil Company, an 
Iraq Refining Company, the State Oil Marketing Organization, and potentially 
other corporations working under the Ministry structure. The main components 
of these companies form the backbone of the Iraq economy. There are 
managerial and technical advisory positions that may be very valuable in getting 
them fined for full imemational stature: . 

Advisor - Exploration Technology Number: 1 

Advisor - Upstream Operations Number: 1 

Advisor - Crude Oil and Products Trading Number: 1 

Advisor - Refining Technology Number: 2 

Advisor - Information ManagementJITIIS Number: 1 

Administrative Support Common secretarial, administrative, and services 
suppon to assist the above advisors. This, of course, assumes that the people 
will be domiciled in the same locale. Number: 2 

TOTAL 13 

Frankly, I believe the above may slightly overstate the willingness of the Ministry and 
companies to accept outside advisors. I do believe that the advisory segments do 
represent strong needs. I believe our present skill sets will not be entirely appropriate 
for these new requirements. Industry candidates will probably be preferred, I expect 
the requirements to continue on through the balance of the year. 

2 
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You should note that no pro\~sion is made to continue the assembly of production, 
refining. export, and supply/demand data that has been so valuable to us this past year. 
Provision for data collection will have to be centered elsewhere. 

ConSUlting companies, engineering. and other technical companies will probably 
replace government fimded advisors within a few months after the transition begins. 

cc: 
LTG(Rct) Oster 
Gary Vogler 

3 

Michael Stinson 
Senior Advisor 
CPA. Ministry of Oil 
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COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

MEMORANDUM FOR: VADM(Ret) John Scott Redd 

FROM: 

DATE: 

SUBJECT: 

-
J. Michael Stinson - Sr. Advisor to the Ministry of Oil 

16 April 2004 

POST-TRANSITION STAFFING 

Attached are copies of the departure/replacement estimates for the individuals currently assigned 
to CPA - Ministry of Oil advisory staff. You will note that two of the individuals are citizens of 
Coalition partner countries, Mr. Morgan of the V.K. and Mr. Sucko of the. Czech Republic. They 
will definitely not be attached to the U.S. Embassy. Based on my limited understanding they 
will pot be a part of the IRMO organization that will be replacing CPA in many of its functions . . 

I want to be clear that the attached does nol constitute a plan at all. It is merely a forecast of 
whether or not members of our current staff will likely be in-rountry after 1 July. I have 
submitted two alternate real plans to the Minister of Oil, but he has not responded. In a perfect 
world we would provide more technical and commercial advisors post-transition and fewer 
managerial advisors. This was reflected in the thirteen hypothetieal positions. I would say with 
the State Department's emphasis on attaining significantly reduced numbers of people here in 
Baghdad makes a number of four to six people more likely. 

(formerly RIO) coupled with the departure of CPA-Oil people 
going to eventually cause CPA-Oil to cease collecting the daily pro>du(ltlon, 

reports. If this data is considered valuable by the State Department we will 
need to organize an alternative data collection/dissemination organization to pick up this work. 

~ 
J. Michael Stinson Cc:.-
Attachments: Ministry Advisors spread sheet 

Departure Plan for CPA-Ministry of Oil Personnel 
CPA Staff Evaluation 

UNCLASSIFIED 
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11. (l..P' 
Current Personnel Required Personnel 

Senior Technlca' Coalition CPA Senior Technical Coalition 

Ministr'j Consultants Advlsora US Fill FlII Military lot~l Consultants Advisors US Fill Fill UNK 
INTERIOR 1 116 117 - 117 1 26 22 5 -
OIL 1 27 11 - 17 28 1 12 13 - -
ELECTRICITY 1 36 32 4 1 37 1 8 9 - -
JUSTICE 1 38 35 3 ,1 39 0 5 5 

DEFENCE 1 ~7 22 ~ 22 48 1 19 3 17 -
TRADE 1 .18 17 2 - 19 1 5 5 1 -
FINANCE ! . 1 28 20 1 29 1 10 10 1 -
TRANSPORTATION 1 38 35 1 3 39 1 15 16 - -
AGRICULTURE 1 6 3 4 - 7 1 2 1 2 -
COMMUNiCATIONS 1 45 46 - - 46 1 .' n 18 - --
CENTRAL BANK 1 48 40 9 - 49 1 12 13 - -
MUNIC, & PUBLIC WORKS 1 9 6 2 2 10 0 4 2 2 -
WATER RESOURCES 1 5 J 1 2 6 1 2 3 - -
LABOR AND SOCIAL AFFAIRS 1 20 17 4 - 21 1 3 4 - -
HEAlTH 1 22 21 2 - 23 0 0 - - -
IIOUSING . 1 8 5 4 - 9 1 5 6 -
EDUCATION 1 9 9 1 - 10 0 0 - - -
HIGHER EDUCATION 1 10 8 2 1 11 0 . . 1 1 - -
DISPLACEMENT & MIGRATION 1 2 2 1 3 1 2 2 - 1 -9 HUMAN RIGHTS 1 18 4 6 19 1 

. 1 . - 2 -
CULTURE 1 10 5 . 4 2 11 0 4 .' 1 3 -
ENVIRONMENT 1 - 1 - 1 1 2 3 - -
FOREIGN AFFAIRS · 1 15 15 1 - 16 0 :i 2 I -
INDUSTRY & MINERALS I 5 6 - G 1 - 4 3 . 2 -
PLANI~ING & DEV, COOP, 1 13 5 9 - 14 1 7 · 5 3 -
SCIENCE AND TECH, 1 9 9 - 1 10 0 4 4 - -
YOUTH AND SPORTS 1 8 0 I - 9 1 ' .. 4 1 4 -
SEC, MARI<ElS INSTITUTIONS 0 - - - - - 1 2 3 - -
TOTAL ..E. ~ -: ' : 610 515 62 60 

- 637 20 179 155 43 1 

- --------- ------- -- -- -- -- - - -
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FOR: 

COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

LPE ",J j <;: 
, j~ .. "..., 3!:EN 

INFO MEMO 
1 May 2004 

THE ADMINISTRATOR CQlJ 

FROM: J. Michael Stinson, Senior Advisor to the Iraqi Ministry ofOiI1¥i 

SUBJECT: REUTERS ARTICLE ON FINANCING IRAQ'S OIL INDUSTRY 

I refer to the attached copy of the Reuters artic1e by Khaled Yacoub Oweis entitled "Financing 
problems deal another blow to Iraq oil" and your note penned thereto. 

The specific proposal to whic.h Mr. Oweis refers was made shortly before I arrived here in 
February by a group consisting of Citl"'Grpup and OPIC. In summary, they proposed to advance 
a substantial sum of money to the Ministry of Oil to fund oil industry projects. The funding 
would be paid for by committing a volume of crude oil to the group from the commitment date 
up to, I believe. January 2007. In other,words the Ministry would mortgage a substantial amount 
of crude oil in return for a substantial amount of up-front capital. The implied interest rate. I 
believe was around LIB OR plus a little less than 6% or a total rate of around 10%. 

The U.S. Ex-1m Bank is apparently anxious to make a similar proposal and we believe Deutsche 
Bank has proposed a facility of this sort, too. We have advised the Ministry to invest some 
management time in understanding these structures and evaluating their long-term benefit but not 
to consummate a deal at this time. The main reasons for this advice are: 

r'. Until sovereignty is transferred we believe it , ... ill be important to avoid transactions that I might be interpreted by the press as "selling off Iraq's oil" by Coalition members. 

• We believe these financing devices may ultimately playa role in funding the further 
development of the oil industry, but they are premature today. The capacity of the 
Ministry of Oil to manage the large number of projects currently envisioned is 
questionable. It would be unwise to increase the load in our opinion. 

• The efficiency of project execution has been dramatically reduced because of the security 
environment. Spending another large increment of funds does not make economic sense 
until security can be improved and efficiency substantially increased. 

Frankly, I think a large amount of additional funding beyond our current forecasted requirements 
and the additional funds already being sought might be largely wasted. After PMO winds down, 
the security problems abate. the elections are completed. and the new Ministry organization is 
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completed, it might be timely to undertake such a facility. I would be thinking 2006 or 2007 
rather than 2004 or 2005. 

The Ministries of Oil, Finance, and Planning should invest considerable time doing a rigorous 
job of economic and financial modeling for various financial structures in preparation for making 
a decision later. They should particularly take into account the potential for attracting foreign 
capital when an appropriate legal framework is established. If Iraq plays its cards well they will 
be able to use an array of financing vehicles, foreign capital infusions, and net cash from its own 
operations to finance its oil industry. 

Mr. Oweis ' allegations about the state of the oil infrastructure are largely true. However, he 
misses the points that the Ministry of Oil now has a capital budget, the RIO capital projects will 
be finished in 2004, and the PMO capital work on oil projects will be ongoing for 18 months to 
two years. Iraq's oil industry will require substantial investment to be sure, but the situation is 
by no means as bleak as the article suggests. 

ATTACHMENTS: Subject Reuters article 

COORDINATION: Jeffrey Oster, COO 

UNCLASSIFIED 2 
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Financing problems deal another blow to Iraq oil 

Publication: Reuters 
Date: 04/ 30;2004 

Author: Khalt:d Yacoub OWl!is 

040:;0 I -06 . 

B.-\GHDAD. lraq lReuters) - Iraq hilS lost the: only short-term option to finance oil projects by sCT:lpping a S I A billion 
borrowing plan, raising more doubt about its ability to sustain output, industry insiders said Friday. 

The occupied country-has quiedy rejected the debt offer from il U.S.-Jed banking consortium, which invohted mortgaging 
oil exports, as consensus is lacking on how to invite foreign companies and political instability discourages invesnnenl . 

. ' It \"115 a good borrowing plan, based on technical needs :lnd lacking [he political interference we usually experience in 
Iraq," a. well-conn~c[C'd \Vestern oil executive told Reuters . 

. 'They basically had no other option. Foreign investors \\"ill not corne and invest in oil field development until there is an 
energy law they could rely 00," he added. 

Iraq needs to fmance dozens of projects designed to help double production to five million barrels per day in the next 
five years. The plans include setting up a ~tional oil company to run the sector as a new government works out how to 
im"ite foreign investment without compromising national o\vnersrup. 

Iraq's oil revenue is under U.S. conttol and wil! remain so until a "representative" govenunent is in place as stipulated 
by a U .~ . resolution lasl year. !\olosr of (he oil revenue in the 2004 budget was spent on paying government salaries so f;lI. 

The oil sector has been facing production problems since the 1990 crippling economic embargo. Postwar looting and 
sabotage compounded the problem. 

Private engineers say problems abound. including more wells bel:oming unusable from lack of maintenance and power to 
inject ,vater. Crude oil pumping capacity is also ~veak. 

The postwar oil ministry has unveiled a number ofproj.:cts, including pipelines Jnd new wells. but none has been 
implemented due to the absence of financing. 

The renders helped convince international comp:mies to set up operations in Imq. They now S<lY lack of projec t funding 
and worsening security is making Iraq unattractive. 

"Our frustra.tion is growing. Oil officials are telling us to wait fo r a new government to see how theSe! projec ts will be 
financed," said one oil services executive, 

"The decision we have to m<lke now is \vnether to pull out from Iraq, after opening here and ..... ·ailing for J. year for 
nothing," he added. 

It remains unclear why the borrowing plan was scrapped after it .,von support from key pOlitici:ms. including ."\hmad 
Chalabi, who heads the Governing Council's finance committee 

Although the consortium included a U .S. government agency, V.S. oii officials in Baghdad opposed the deal. sa.ying it 
was too costly. 

The plan's supporter.; said nation:J.list sentimem :J.gainst selling st:ue assets :md l:J.ck of direct C .S. funding left Ifl') with 
little choice except borro\'ving. 

Council member Naseer al.Chaderji s:J.id th~ ministry had nOf put the bOlTO\\ing pliln to the tuB council and h~ \vas not 
J.\vare of plans to do so. 

The ministry's funding is separate from C.S. oil projects in Iraq. Most of the 52 billion the United States spent so far was 
for repairing oil infrastructure and importing oil products .. contrilcts [hat mostly went to Texas·based Halliburton. 

REVTERS ReUl08:40 04-30-04 
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COALITION PROVISIONAL AUTHORITY 

BAGHDAD 

INFO MEMO 

12 March 2004 

FOR; THEADMINlSTRATOR 

FROM; J. Michael Stinson, Senior Advisor to the Ministry of Oil 

SUBJECf: TURKISH NON-PAPER- REVIEW AND ASSESSMENT OF CONCERN 

The Turkish Prime Minister passed a non-paper to the National Security Council on 28 January 
2004. It referred to an agreement between a private Turkish company, PetOn Petroleum and 
Petroleum Products International Exploration and Production Inc. (PETOIL), and the 
Sulaymaniyah Governorate. The agreement was approved by Jalal Talabanyon behalf of the 
Northern Iraq Administration. The agreement establishes a Production Sharing Agreement 
(PSA) for oil exploration and development over a large area ofSulaymaniyah in northeastern 
Iraq. The agreement was signed 14 January 2003. Subsequently an American company 
registered in Texas, Prime Natural Resources, Inc., may have acquired a 50% interest in the 
contract The Turkish PM apparently requested direction on the status of contracts of this type 
and direction as to whom the company or companies could contact. 

CPA Oil had no specific knowledge of contracts executed by the Governorate or the Northern 
Iraq Administration. We asked for a copy if one were available. and Scott Norwood was able to 
secure what appears to be a complete document from Washington. In turn, Col. Mike Kelly 
requested a review of the document to assess if there are items of concem to the Administralor. 

Review of the Document 

The PSA is complete and executed by the parties. It is a fairly conventional document of this 
type. I have made no attempt to assess the relative benefits to the contractor, the Governorate. or 
the Northern Iraq Administration compared to transactions of this sort in the intemational 
petroleum industry. There are key questions regarding ownership rights to subsurface petroleum 
that are not sufficiently answered in the document. I recommend that CPA formally request a 
legal opinion if CPA has not hitherto already done so to seek answers to these key questions: 

1. Under the documents creating these special administrations for Northern Iraq amI/or the 
Kurdish areas of Iraq have these administrations been granted the ownership to subsurface 
minerals in preference to the entire nation of Iraq? 

2. Were these governmental bodies granted the right to license the development of 
petroleum resources in their juriSdictional area? 
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--- ---- --------- - - _ . 

The subject PSA contract's Preamble cites a "Final Statement" dated 11 September 1998. This 
document was apparently executed between the State Depw1ment. on the one hand, and the 
Patriotic Union of Kurd is tan and the Kurdistan Democratic Party on the other. It is stated that 
the Final Statement determines the administration of Northern Iraq and its governmental rights. 
Furthermore, it is stated that the Governorate is the current holder of the oil and gas usage right 
in the agreement's defined area. It would appear that the State Department is best suited to 
comment on the exact meaning of these statements. These issues must be clarified in order to 
determine whether this contract and any other contracts in special administrative regions have a 
status materially different from those alleged to have been executed by the former government of 
all Iraq. In the latter case it is generally thought that the former contracts most likely are not 
binding on any future government of Iraq. 

Items of Concern for the Administrator 

I do believe that this contract, others that may have been executed in the same region, and those 
we have known about that were negotiated by the fonner government of all Iraq raise very 
substantial issues that should be of concern to the Administrator. The major items are: 

1. CPA Oil believes that subsurface petroleum resources in the entire country should be 
owned by, and reserved to, all the Iraqi people. The Ministry of Oil should be able to license 
finns to explore for and develop the mineral wealth of the country on behalf of all the people. If 
the "Final Statement" referenced in this contract grants this ownership to a specified sub-part of 
Iraq, then the overarching objective of reserving this ownership to all the people begins to be 
eroded and frustrated. The implications of recognizing l!!!Y of the exploration and production 
agreements within the boundaries of the entire nation of Iraq reached prior to the establishment 
of the Coalition Provisional Authority would run contrary to the desired approach. This is an 
absolutely fundamental issue that should be of great interest to the Administrator. 

2. Even if subsurface petroleum resources are owned per the above, it will take an iron will 
on the part of the Minister of Oil to resist the pressure to re-license fonner licensees or PSA 
holders after a new petroleum licensing regime is designed. On the basis of simple equity for 
participants in the Coalition, they should not be disadvantaged simply because others were able 
to negotiate transactions with the prior government of Iraq or special administrations from the 
post-Desert Storm era. I recommend making the playing field as level as possible with no player 
having a built-in advantage. This, too, should be of interest to the Administrator. 

J. Michael Stinson 
Senior Advisor - Ministry of Oil 

Cc: 
COO's office: Scott Redd, Jeff Oster, Bob Wolfe, 
Scott Norwood 

(b)(6) 

UNCLASSIFIED 2 
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