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Wilson Center Digital Archive Translation - English

CRRC SH-PDWN-D-000-253 Page 1

[Page 1]

Republic of Iraq

Ministry Council

Industrial Committee

Republic Council/ Consultant Office File No: 144
Lunar Calendar
Date: 2000/9/13

Top Secret and Confidential
To / The Republic Council / the Secretary
Re/ Proposal
Our best Greetings

Enclosed here within, details of our proposal, the method of its execution and means of
pressure exertion on the representatives of the American and the British governments; in the
Committee No 661 of the Security Council. The proposal outlines our plan to stop the
unjustifiable hold or delay by UN's Committee 661 to the urgent Contracts presented by the Iraqi
Government and authorized by the UN body; to fulfill the immediate and urgent humanitarian
needs of the people of Iraq. .

Our proposal also illustrates the reduction of the Iraqi oil production in a proportion equal to the
allocated contracts funds that have been held or delayed by Committee No 661.

We hope to introduce this proposal to Mr. President, the leader Saddam Hussein (may
God Protect him) to make a decision, it may be suitable for the president to announce the
proposal in the OPEC Ministry meeting or next OPEC presidential meeting in Karakas.

With regards and respect
Attachment: Four pages report
(Signature)
Ja'afar Dhia'a Ja'afar
Presidential Council Consultant
2000/9/13
(Hand written note]

To/ keep in the secret Archive
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CRRC SH-PDWN-D-000-253 Page 2

[Page 3]

First: Back ground about the subject:

In May 1996 Iraq signed a letter of agreement with the United Nations to export the Iragi
Ol on condition that, the funds will be deposited in a foreign bank to be used by the Iraqi
Government to import the basic humanitarian needs(food) and Medicine for the people of Iraq.
The mechanism implemented by the Security Council required that all Contracts offered
should obtain full approval by the committee 661 (Sanction committee) before the execution of
any contract or authorization to open the letter of credit by Iraq government through Paris
National bank, the holder of Iraqi account in New York.

Second: The current Contracts situation (of oil for food program)

The (oil for food program) started on December 1996, the Iraqi oil exportation ceiling
was limited to two milliard Dollars for the first four stages, 30% of the revenue was allocated to
the sanction committee and about 3% allocated to other UN expenses and most important to
UNISCO (the Spying Committee). In the end of 1998 the Security Council approved
[Resolution] to open the oil exportation ceiling to have oil revenue co-related between the Iraqi
ability to exportation and the oil price based on the international oil market.

Lately, several unjustifiable and inaccurate reasons were created to disapprove or hold
the required authortization of the contracts (by the committee) on the basis of contracts subjects
are in dual use materials, especially in vital sectors in the economy; like electricity and
communications. The policy caused the economy to suffer and hindered the development and
growth in the countty.

Third: Analysis of the International oil market:

The real reason behind lifting the Iraqi oil exportation ceiling in the end of 1998, was that
US administration expected shortage in the international oil market, and the oil price will
increase, therefore it is necessary to increase the Iragi production level to its maximum to avoid
the price increase for as long as possible.

Recently, oil prices recorded the highest level in ten years, co-insides with OPEC decision
to increase oil production by (0.8) million batrel a day to reach a record of more than (20)
million batrel a day. It is a known fact that there is no excess outside the OPEC members to
cover any additional increase in the international oil market.
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Oil experts believe that there is an additional exporting capacity estimated at two million
barrels a day produced collectively in Saudi a, Kuwait, and possibly Emirates.

This year the American administration has exerted political and economic pressure on some
OPEC countries to increase its oil production to the maximum level; in an effort to assist in
decreasing the international market oil prices. We also believe that the reason behind President
Clinton's visit to Nigeria two weeks ago is to convince them to support the proposed increase in
oil production by the OPEC Ministries in Vienna and the next OPEC summit meeting in
Karakas, Venezuela.

The American administration has persistently used the oil excess [reserve] exporting
capability by the co-operating Gulf States as a pressure tool against other countries, to increase
its oil production level. This oil excess capability [of Gulf States] may not actually be possible,
because the actual maximum oil production from the Saudi wells has not yet been tested for a
long time, but it is considered a reasonable pressure tool against the OPEC countries, if the need
arises to obtain the full OPEC members approval to increase oil ceiling production.

It is important to refer that the American strategic reserve currently at (590) million barrel,
which is lower than the standard (600) million barrel and previously was at a maximum level of
(630) million barrel. The American administration uses this reserve to supplement the oil market
to reduce the impact of the price increase, and re-establish the reserve level when the market
price go back to a lower level. Lately the oil price market continued to increase and pushed the
US administration to use the strategic reserve until it has reached the lowest level, where they
have to obtain the Congress approval before resorting to the strategic reserve, as in similar
situations of emergency cases.

Fourth: Methods of pressure on Committee (661) to avoid holding or delaying required

Contracts:

Based on the above circumstances, and because of the current shortage of the marketable
oil, it is an opportunity to apply the pressure on the US and UK representatives to stop the
practice of delaying or holding the important contracts that is necessary to the growth and
exigent needs of the Iraqi people. The government of Iraq should declare the following
conditions:

1) Reduction of the exported oil production in a proportion equal to value of the unjustified
delay or held contracts. Knowing that the UN body originally has previously approved and
authorized the (use) distribution of the materials included [associated] with the contracts
subjects.
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2) 'The government of Iraq reserve the right to estimate the reduction [of oil export] that would
be equal to or double the value of the held or delayed contracts, and based on the harm inflicted
on the people of Iraq because of these delayed or held contracts.

3) 'The government of Iraq is obliged to take these steps because of the abusive behavior of the
representatives of the US and UK in the Committee 661; achieve their own national and political
agendas in delaying and holding the contracts necessary to fulfill the immediate needs of the
Iraqi people and against the will of the international community and the majority of security
council members.

4) 'The accumulated funds reserve of the held or delayed contracts that are necessary to fulfill the
immediate needs of the Iraqi people are frozen in a foreign bank account and gaining little
interest far less than the high increase in the international oil market, and it would be
unbeneficial and against the interest of the people of Iraq; therefore it is in the benefit of our
national interest to keep the oil in the ground and invest it in better circumstances.

5) The total sum of the held or delayed contracts in the first five stages of the letters of
agreement has reached $312.6 million Dollars. Therefore we suggest reducing the oil exportation
with an equal amount to these held or delayed contracts, until the remaining period of the eighth
stage (80 days). This action means reducing the current oil exportation level to approximately
145 thousand barrel a day starting from (the Middle of July until the next seventh of January)
and until the end of the eight stage.

0) The total sum of the delayed or held contracts for the sixth and seventh stages has reached
S180.7 million Dollars. Therefore we suggest reducing the oil exportation through the ninth
stage (2000/8/12 until 2001/6/7) which is equal to these delayed or held contracts. This means
reducing the exported amount by 370 thousand batrel daily (assuming that the current contracts
conditions do not change). We believe that the committee 661 will increase its effort to push the
held contracts of the sixth and seventh stages to an eatly start, if the above bullet (5) is executed.

7)  Continue to reduce exportation volume with an equal proportion similar to above mentioned
formula in (5) and (6) to the later stages that follows.

Fifth: The Positives and Negatives of the proposal:

1) The proposal contains the following negatives:

a- Increase in oil production by one of the OPEC Countries to cover the shortage; this action
will defmitely indicates that this country support the holding [of the contract]

(Over)
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(The contracts) that have immediate urgency to humanitarian needs of the Iragi people. They are
the exact urgent needs authorized by UN body; this discussion could be used by media to the
benefit of Iraq.

b- This action could lead to decline of the Iraqi position in the oil export in the international
market; however the loss will not be significant in a continuous increasing demand of the oil in
the international market

2) The proposal contains the following positives:

a- To Increase the pressure on the members of the committee 661; to stop the uncivilized practice
of holding and delaying the required contracts. These are the same parties lobbying seriously
pressuring the OPEC to increase its oil production to drive the price in the oil market down.

b- 'The exportation of enough Iraqi oil and have a balanced funds with the value of the approved
contracts, and do not allow a large accumulation of Iraqi funds in foreign banks accounts

c- Decrease of the funds available to the Committee, because of the compensation percentage is
taken immediately from the available funds, regardless of the number of the contracts held or
delayed

d- If the number of the contracts held or delayed continued in the same previous proportion, it
[our new policy] will lead to the decrease of approximately (Illegible) million barrels daily, and
that will definitely affect the price in the international oil market; unless other OPEC compensate
the shortage [by increasing its production)] .
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In the name of God most gracious most Merciful

Republic of Iraq

Ministries Council

Industrial Committee
Republic Command / office of the Consultant File:

Date: 2000!
(Top secret and Confidential)
To/ The Republic Command / the Secretary
Re / Proposal

Our best greetings

Enclosed here within, details of our proposal, the method of its execution and means of
pressure exertion on the representatives of the American and the British governments; in the
Committee No 661 of the Security Council. The proposal outlines our plan to stop the
unjustifiable hold or delay by UN's Committee 661 to the urgent Contracts presented by the Iraqi
Government and authortized by the UN body; to fulfill the immediate and urgent humanitarian
needs of the people of Iraq. .

Our proposal also illustrates the reduction of the Iraqi oil production in a proportion equal to the
allocated contracts funds that have been held or delayed by Committee No 661.

We hope to introduce this proposal to Mr. President, the leader Saddam Hussein (may
God Protect him) to make a decision, it may be suitable for the president to announce the
proposal in the OPEC Ministry meeting or next OPEC presidential meeting in Karakas.

With regards and respect

Attachment: Four pages report

Ja' afar Dhia' a Ja' afar
Presidential Council Consultant
2000 / 9!
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Ministry of trade
Foreign Economic relations department
Office of the Director General

The respected Dr. Ja'afar Dhia'a Ja'afar
Greetings:

Enclosed here within the information regarding the last stage contracts that
have been held, counted at total of (1162) contracts, for a total value of( 119.3)
million Dollars, included also another schedule for the total fund allocated for the

held or unexecuted contracts (Did not receive an authorization form the committee
661) .

Respect and regards

(Signature)
Fakery Rashad
9/13
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Held [unexecuted] contracts for seven stages as of 2000/9/13

Total Seventh Stage Sixth Stage Fifth Stage Fourth Stage Third Stage |I Second Stage |I  First Stage
Sum in |No. Sum in |cptret [Sum in [Cotrct ([Sum in [Cotrct [Sum in [Cntret  [Sum in [Cntrct [Sum in [Cntret [Sum in  [Cntret Department
Million [Cntrct Million |count [Million [Count Million [Count Million [Count [Million [Count [Million [Count [Million [Count
Dollars |Dollars |Dollars Dollars Dollars Dollars Dollars Dollars
192.8 79 113.2 37 66.4 36 0 0 0 0 1.2 2 2.4 3 9.6 1 Commerce
189.5 132 98.9 61 77.2 49 0.3 2 2.5 4 1.9 5 8.7 11 0 0 Health
734.5 193 267 86 | 384.5 69 81.5 34 0 0 0.4 2 0 0 1.1 2 Electric
208.8 53 184.5 21 22.9 26 0 0 0 0 0 0 1 4 0.4 2 Agriculture
134.8 35 79.3 19 45.2 10 9.2 5 1.1 1 0 0 0 0 0 0 Water &
sewage
23.9 20 3.2 1 16.2 14 4.4 4 0 0 0 0.1 1 0 0 Education
42.7 55 0.9 2 37.6 44 1.9 4 1.3 3 1 2 0 0 0 0 High
Education
43 29 6.6 9 27.3 16 8.9 3 0.2 1 0 0 0 0 0 0 Baghdad
Civic
92.9 23 26 10 66.4 12 0.5 1 0 0 0 0 0 0 0 0 Irrigatiom
264.1| 485 49.6 111 127.7 183 61.3 122 25.5 69 0 0 0 0 0 0 Oil
192.3 58 62.3 28] 43.8 25 86.2 5 0 0 0 0 0 0 0 0 | Transportation
21191 11621 891.5| 385 91521 4g4| 2s42| 180| 30.6| 78 45| 11| 122] 19| 111 5 Total

Cntrct = Contract
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Department No of Contracts The Sum in Millions
Commerce 138 630.1
Health 219 261
Electric 284 936
Agriculture 81 79.5

64 196.7
Water and sewage
Education 35 52.9
65 72.8
Higher education
52 82.6
Baghdad municipality
39 127.8
Irrigation
Oil 886 599
103 289.4
Transportation
Total 1966 3327.8

Page 28 is a Duplicate of page 23



