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IRAG VISIT
1. There will be reporting telegrams from Baghdad and Basrah on the

Secretary of State’s visit. He will be issuing his own report to the
Prime Minister. | have only a few extra points to record.

2. First, the visit was very successful. A lot was crammed into a short
time: meetings with Bremer and other senior CPA figures, talks with the 1GC
and leading Iragi Ministers, launching the CAP and a variety of media events,
project visits and discussions with NGOs. The Secretary of State said that
the briefing.was strategic and succinet: a moded, Puiting the programme and
the briefing together took a huge amount of work. 1 am most grateful to all of
the team who contributed. Some points to follow-up:

+ Oil revenues are 1 July. Bremer said the Coalition would retain
" control of security. He did not see how politically they could also
maintain_control over Irad's_oil revenues. But we agreed on the
principle of transparency, both for the Iragis and internationally, and
that the IMF was the best route to secure this. We should follow
this up by giving him a note based on the Treasury paper on oil
revenues. | to pursue). :

o IRFFI. We discussed with the Ministries of Finance, Development
Cooperation and Industries the relative merits of trust funds and
bitateral projects. They favoured the latter, because they thought
the UN administration fee too high and are fed up with the UN and
bank not being in Baghdad. We explained the advantages of ICB,
the transaction cost arguments etc. It would be good to send them
a note setting out the arguments. There mist be existing material.
(Action. to pursue).

« Decentralisation law. Although we had thought this had been
shelved, its approval now seems imminent. We debated with the
CPA Governance team led by Megan O’'Sullivan whether the law
was handing over responsibilities on which local administrations
would fail to deliver due to weak capacity. The Governance team
argued that the law only reflected the past 10 months’ practice on
the ground and was what the Governorates and Councills wanted. |
dount that we shall change ihis now.
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IRMA, ABIRD stc. We discussed future siructures with a number
of CPA staff, using the arguments in my letter of 12 March 10
John Buck. Some thought that Washington wouid kil off proposals
for a US structure to manage advice for the Ministries. i is clear
that no other donors like it. We will need to keep pushing at this.
John Buck’s and my visit {o Washington on 5-6 Aot will urovids a
good opportunity.

Future of CPA South. We were pressed on the need for some
continuity on the handover of authority, both by CPA(S) stait and
Admiral Nash. We said that from 1 July things had to be different

with the iraqis in the lead stipported by well targsted advice; tha nig
money for reconstruction would come from the Suppiementai_ ine
Japanese and the Trust Funds, and you and. would be
visiting to plan the transition in more detail. | will arrange a meeting
o discuss.

Quick Impact Projects, MND{SE) said that their budget for QiPS
would be almost exhausted by 30 June. . British Forces would
remain in lrag thereafter and could play a valuable role through
further QIPS. We made no commitment, but we will need to cover
this in a submission to the Secrstary of State before the next
Ministerial mesting on 22 April. it may be that MOD can resourse
this from elsewhere, QIPS are not high on my list of nricritiss.

- We visited the Rzero Water Treatment Piant with Waily vWeeks, the
CPA South Water Specialist., This struck me as a good examyie of
how the different Coalition partners shotid work: the military 'm._e
done some quick work to mend leaks in the Basra water sysiem,
Bechtel are repairing the main waterworks along the Shatt al &ran,
DFID is paying for new water mains into the poorest areas of
Basra, but providing a vital link between the lragi Directorates
concerned with water and Bechtel and our Forces. There is an
ambitious programme over the next 18 months fo install the new
ring main and disttibution system. The curtent programme of pipe
laying is creating 2000 new jobs. You will want to explore these
links further next week to see whither this’ provides a useful model
for future DFID/PMO engagement n infrastricture.

The Secretary_ of State opened the Al Faw Generation Plant. This
is funded from the EIP and providing a regular power supply to the
town of Faw, the first Iraqi town to be liberated a year ago. But the
site also contatns several UNDP funded oenerators W ruﬂ'ﬂ ale

for which there is no gas supply. This brougnt horme to Le the 1 1
to sustain our investment against a background of weak iraq
capacity. {Action: | would welcome views from

on his return). The US will of course face the same igsue or mas?
of their supplemental funded infrastructure projecits on 2z munr
larger scale,
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- o We met representatives of Basra women's groups. There were iofs
of issues, energy and frustration, but not much coordinated
planning. There may be an opportunity to use the Political
Participation Fund to fund work to bring them together. (Please
could take forward with ).

Jimt Drummond
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