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EXECUTIVE SUMMARY 
 
The Economic Recovery, Reform and Sustained Growth project contract was executed on July 
18, 2003 and the first BearingPoint advisors arrived in Baghdad on August 6, 2003.  At that time, 
a team of 150 technical experts was in position and ready to deploy to Iraq to undertake the 
technical work defined in a broad, multi-disciplinary Task Order developed by USAID.  Shortly 
after the team arrived, that Task Order was set aside at the request of the Administrator of Iraq, 
Ambassador Bremer, and the USAID/BearingPoint team was asked to develop each activity 
anew, in consultation with the CPA, for the approval of Ambassador Bremer.   
 
Thirty-two different activities were developed and approved across five sectors: fiscal, financial, 
private sector development, utilities and regulatory and special projects. Within these thirty-two 
activities were 379 discrete tasks with tangible outcomes. Over the thirteen month period from 
August 2003 through September 2004, the BearingPoint team completed 351 or 93% of all tasks 
assigned.  This report contains a table of individual tasks, and their status, under each activity.  
What’s not reflected in these tables are the many concept papers, technical analysis and briefing 
documents that were prepared and often presented by our home office experts throughout the 
thirteen month period, usually in response to an urgent need with a very short deadline.   
 
Underpinning all of the activities we worked on was the objective of creating an enabling 
environment within which the private sector can lead the economic growth and development of 
Iraq in the near term. If this was the near term goal, the immediate goal in the aftermath of the 
war was to keep the lights on, the water flowing, and get the economy, and people - working 
again.  Among our many contributions to the urgent, post-war priorities were:  
 
 The design and execution of a jobs generation program that created over 77,000 jobs in 

the critical period between October 2003-March 2004.    
 
 Project management of the currency exchange program that distributed 2000 tons of new 

Dinars (2 billion notes) and collected and destroyed an estimated 3,000 tones of old Iraqi 
Dinars (3.5 billion notes).    

 
 
As the situation stabilized, and government institutions began reopening, our attention turned to 
building new institutions, and reforming and strengthening the ones that were there to function in 
a free-market, democratic economy.  Some of our more notable contributions included:  
 
 A ten-year master plan for the electricity sector that will guide the investment required to 

meet future electric demand and for improving reliability.  
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 Putting in place the basic building blocks for stabilizing the financial sector including a 
Central Bank Law, a new Securities Law and a new draft Insurance Law – accompanied 
by a substantial amount of institutional strengthening and capacity building.  

 
 A budget execution and cash management system within the Ministry of Finance to unify 

the treasury, increase transparency, decrease corruption, and substantially increase 
control over public funds.  

 
 Tax Administration was restarted after a one-year tax holiday granted by the Coalition at 

the end of the war. A new Reconstruction Levy was enacted and collection of the Levy 
began on April 15, 2004.  

 
 An independent regulatory agency was established for the telecommunications sector.  

 
 A government-wide IT strategy was developed to modernize and standardize 

communications throughout the government – nationwide.  
 
As the post-war economy sputtered back to life, our focus in the private sector was to create new 
opportunities through credit programs, firm level assistance, business centers, the Iraqi Stock 
Market, etc.; and to make the opportunities that existed, easier to access and easier to optimize 
by streamlining administrative and regulatory processes like business registration, tax filings, etc.   
 
 A network of nine Business Centers was established throughout Baghdad to provide 

business services to the private sector, and help Iraqi businesses compete for subcontracts 
in the reconstruction effort.   

 
 The Iraq Stock Exchange was re-opened 45-days after the team began work on this 

activity.   
 
 A new company law was enacted that reduced the amount of time, money and number of 

steps required to register a business.  
 
The thread that was common to all of the activities we worked on, and the area in which we 
expended the greatest amount of effort, was developing the human capital base. This was the 
centerpiece of our work because we recognize that over the long term, sustainability will hinge 
on the extent to which the human capital base is developed and enabled.    
 
These achievements were made possible by the collective contribution of a large number of 
talented professionals from BearingPoint and its subcontractors, and as a result of the 
tremendous support we received from USAID and other colleagues we worked with.  We credit 
them, and thank them.  
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How this Report is Organized  
 
The completion report is organized by activity. Each activity begins with a statement of purpose 
followed by highlights of what was accomplished in the activity, and a discussion of lessons 
learned and recommendations for the future.  At the end of each section is a table listing progress 
on the specific tasks and deliverables contained within that activity.  The last entry in the report 
is a summary of the concept of operations and life support systems we employed to keep the 
team safe while enabling them to continue to provide technical assistance, face to face with their 
counterparts, whenever possible.  
 
Appendix A contains a paper on a strategic vision for policy and institutional reforms to promote 
private sector-led growth in Iraq.  This is a paper we prepared for USAID at its request in April 
2004.  Appendix B contains a list of our subcontractors and Appendix C contains detailed 
descriptions, in slide format, of each activity we worked on. 
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FISCAL SECTOR 
 

 
Tax Administration 

Period of Performance: The activity was initiated in October 2003 and continued through 
September 2004.  

I. PURPOSE: In the very near term the objective is to reactivate tax administration.  
Specifically, the goal is to provide assistance for reform of the tax administration structure, 
systems, processes and human capacity.  This work should enable the institution to 
administer a new, broad-based tax regime in a fair, transparent and efficient manner that 
instills high levels of confidence and low levels of administrative burden for investors and 
private citizens.   

The near term objective has been accomplished – the Iraq Tax Administration (ITC) is now 
operational.  Moreover, substantial progress was made in the design and implementation of a 
reconstruction levy and wage withholding tax. A detailed design for restructuring the tax 
administration commission along functional lines was developed, presented and accepted by the 
Tax Commissioner and key counterparts within the Commission.  The detailed plan defined the 
new organizational structure, new business processes and the architecture for a new tax 
administration IT system. A modern taxpayer education unit was established and much emphasis 
was placed on educating taxpayers on the rationale for, and how to comply with, the new taxes 
and procedures.  Underscoring the self-sustaining nature of the assistance that was provided, this 
unit continues to be very active in taxpayer education and outreach. .  

Reactivation of the Tax Administration:  Over the past year the Project provided assistance to 
the Iraqi Tax Commission in an effort to reactivate and modernize their tax administration.  The 
basic premise for this activity was to ensure that the tax commission has the necessary 
infrastructure to effectively administer the current and newly reintroduced tax legislation in Iraq.  
Simultaneously, our objective was to develop a simpler, more transparent tax system that 
encourages compliance and reduces the incentives and opportunity for corruption. 

The main points in our strategy included: 

 A series of efforts that incorporated a variety of initiatives, including functional re-
organization and computerization (discussed separately).  These initiatives made both 
payment and collection of taxes faster, easier, fairer and more accurate. 
 The improved system readily identifies all taxpayers/importers/exporters, processes tax 
reforms more efficiently, and reduces the administrative burden on taxpayers, thereby 
encouraging voluntary compliance. 
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 These improvements also introduced increased transparency into the system, which, in turn 
will ensure more accountability for all parties at all levels.  This too reduces the 
opportunities for corruption 
 Taxpayer education will play an important role in the improved system.  Taxpayers, who 
understand their rights and obligations, are more apt to voluntarily comply.   
 These improvements mean increased revenues for the national budget, as well as fairness, 
equity and the development of a more positive business environment.  

It is worth highlighting some specific accomplishments, under the strategy sketched earlier: 

 The Project provided detailed site surveys to determine renovation/refurbishment needs of 
branch offices. 
 The Advisors worked with the ITC staff to reintroduce the wage withholding tax and 
improvements in the Hotel and Restaurant Tax, including developing training of trainers 
who were sent into the community to conduct taxpayer education sessions. 
 Significant progress was made on the critical issue of identifying and controlling the tax 
base.  A modern Taxpayer Information System was established.    

Functional Reorganization: The Iraq Tax Commission administers the tax law for seven types 
of taxes, and was formerly structurally organized around each type of tax.  (These taxes are 
corporate and personnel income tax, business and professions tax, rental income tax, 
undeveloped land tax, sale of real estate tax, and hotel and restaurant tax.)  Because the various 
direct and indirect taxes levied by contemporary governments require interaction by the tax 
administration with the same taxpayers (and remitters of tax liabilities on behalf of other parties), 
modern tax administrations are organized along functional lines rather than on a tax-by-tax basis, 
allowing for an integrated approach across taxes in dealing with taxpayers.  

This approach also assists with the development of capacity within the tax administration, as 
personnel are able to hone their expertise with specific functions. Functionally aligned 
organizations take advantage of operating efficiencies by eliminating duplication, maintaining 
accounts on a consolidated basis for all taxes, and through information sharing across taxes.  
This enables resources to be focused on the largest problem areas.  

Finally, functional organizations better serve the needs of taxpayer by reducing the 
administrative burden of dealing with the tax administration.  Separation of duties reduces the 
opportunity for abuse of office for personal gain, leading to greater public trust, which in turn 
leads to greater voluntary compliance.   

In developing the functional organization, key members of the ITC were engaged in the review, 
analysis and design of the new organization. A substantial amount of time was spent with these 
senior officials to ensure they understood the benefits and principles of a modern, international 
standard, functional organization.  We assisted in the establishment of a Steering Committee that 
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was responsible for overall direction of the reorganization effort and the establishment of a 
working group that was responsible for integrating the international model with the Iraqi vision 
for their new organization.   

The result was an Iraqi model functional organization that is consistent with international 
principles. This resultant organization proposal, complete with proposed job descriptions, was 
accepted by the ITC and signed off by the Ministry of Finance.  

The next step is implementation. At the request of the ITC, the new organization will be first 
tested in the central office and two “model” tax offices where it can be modified and improved 
before it is “rolled out” to the rest of the country. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Reactivated Tax Administration: Reactivate tax 
administration in the very near-term, make the Head Office and 
47 Branch offices of the Tax Commission operational. 

Completed  

Tax Administration Structuring Strategy: Develop a 
comprehensive strategy for structuring tax administration along 
functional lines based on self-assessment and voluntary 
compliance. 

Completed  
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Tax Administration - Information Technology 

Period of Performance: This activity was initiated in November 2003 and continued through 
June 2004.  

I. PURPOSE: To increase the availability, accuracy and timeliness of financial information 
and reporting for the purpose of sound fiscal management.  Specifically, to assess and 
baseline tax administration IT capacities and define the future architecture required to 
increase the efficiency of tax administration and financial reporting. 

The IT infrastructure of the Iraq Tax Commission (ITC) was in a very poor state after ten years 
of sanctions, which was compounded by the looting during the war.  The ITC did not have the 
necessary training and expertise to develop a modern tax IT system.   The Commission had 
developed several computer programs over the years to support tax administration as well as 
internal administrative functions.  These systems, however, operated independently of each other 
and there was no exchange of data between systems.  To further complicate the process, each 
system assigned its own taxpayer identification number to each taxpayer.   

Over the past year, the Project worked with the ITC to develop a focused and unified approach to 
developing an IT system.  To this end, an IT strategy was formulated that lays out the vision for 
an IT system and infrastructure and the steps needed to achieve that vision.  The strategy calls for 
implementing a comprehensive Tax Information System that encompasses taxpayer registration, 
tax accounting, audit selection, and tracking of audit, collection and appeals cases.  This system 
will simplify the tax process and make it more transparent, which in turn will promote voluntary 
compliance, self-assessment, and internal controls while reducing the (burdensome) requirement 
for constant interaction between tax officials.  

The system will also limit the opportunity for corruption and reduce the administrative burden on 
taxpayers. To support this system, the IT department needs to be reorganized, staffed with 
qualified professionals and trained, and the appropriate hardware needs to be procured.  The 
Project has procured some hardware and software to support a development team and the 
corporate registration department.  IT programmers have also received training. 

Looking ahead, the recommendation of the experts is to build the system using commercial, off-
the-shelf tax software.  The Project is pursuing the acquisition of a suitable off-the-shelf tax 
system application including a thorough cost-benefit evaluation of the different packages 
available. Once a solution is selected, the software will need to be customized to fit the specific 
needs of the Iraq Tax Commission.   After customization and testing, it will be installed in all the 
tax offices and staff will be trained on its use and maintenance.  Three regional sites will be 
selected as processing centers to process tax declarations.  The other tax offices will have access 
to data for taxpayers located in their jurisdiction. 
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Since the process of evaluating, selecting, customizing and implementing will take more than a 
year to complete, an interim system will have to be developed to bridge the gap between now 
and when the final system is operational. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Tax Admin IT Assessment and Architecture Definition: 
Assess and baseline tax administration IT capabilities and 
define the future architecture required to increase the 
efficiency of tax administration and financial reporting 

Completed  

Implemented Tax Admin IT Strategy: Develop and 
implement the strategy including: the requisite structure, 
systems, processes and skills for administering (existing, 
new or amended taxes) on the principles of self-
assessment and voluntary compliance, with  

In Progress 

This activity has been re-scoped from the 
implementation of the entire strategy to the 
implementation of the Taxpayer registration 
module. Training and programming activity is 
currently under way in Amman with Primus. 
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Tax Policy 
 
Period of Performance: This activity was initiated in October 2003 and continued through 
September 2004.  
 
I.  PURPOSE: To put in place a broad based, competitive tax regime that will enable Iraq 
to achieve fiscal balance as well as the conditions for private sector investment and growth.  
 
At the end of the war the Coalition Provisional Authority (CPA) declared a one-year tax holiday. 
Thus, when we arrived in August 2003, no taxes were being collected and tax administration 
offices were closed.  There had never been a formal capacity within the government dedicated to 
formulating tax policy, analyzing tax incidence and forecast revenue, so in addition to restarting 
the tax administration function, we undertook to establish a modern, investment friendly tax 
regime and a tax policy unit within the Ministry of Finance capable of sustaining sound tax 
policy formulation, revenue forecasting and analysis of the impact different tax provisions and 
tax rates have on the overall performance of the economy.   
 
BearingPoint advisors completed a comprehensive review and evaluation of the former tax 
policy regime in law and in practice. Based on this evaluation recommendations were developed 
on how to achieve short-term policy priorities, including reduced tax rates, increased personal 
allowances and taxation of government employees. The recommendations were largely 
incorporated into CPA Order #49 and CPA Order #84 which were signed in February and April 
2004 respectively. 
 
BearingPoint advisors led the work to reform the Corporate Tax, the Personal Income Tax, the 
Land and Property Tax Valuation, the Stamp Levy, the Hotel and Restaurant Tax, the 
Reconstruction Levy and the Business and Professions Tax. The advisors also developed a new 
Excise Tax law and regulations (including taxes on alcohol and tobacco).  However, passage of 
this law is pending until after elections in January 2005.  
 
The reintroduction of corporate and personal income taxes in Iraq, including the new rate 
structure for these taxes, the new corporate income tax return and the employee wage 
withholding tax provided a significant step forward in modernizing the Iraqi tax system.  But, 
there is still a very narrow tax base, very low revenues and the absence of the kinds of efficient 
taxes that other countries in transition use to generate revenues such as VAT.   
 
With this in mind, the Advisors produced an “Iraqi Tax Policy Briefing Book” which describes 
each of the current taxes, discusses the international best practice for each tax and makes detailed 
recommendations for improvements.   If adopted, these recommendations would form the basis 
for a new tax regime that would include best practices in: corporate and personal income tax; an 
excise tax system; integration of a reformed pension system into the tax system; and 
recommendations for introducing a new value added tax (VAT). The Advisors also provided 
recommendations for reforming the Stamp Levy system, which called for gradually diminishing 
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the use of this tax and replacing the residual with a simpler, more equitable tax like a land 
transfer tax.   
 
Building on this foundation, future technical assistance should focus on implementing 
recommendations from the “Briefing Book” as well as the recommendations for the Stamp Levy.  
Important in this effort will be working to amend existing tax legislation in accordance with the 
briefing book; ensuring that implementing instructions for new tax legislation is adopted; 
organizing seminars, information sessions and focus groups to involve stakeholders in issues 
related to the new legislation; providing taxpayer education programs; designing and delivering 
training; determining organizational changes for Customs and the Iraq Tax Commission to 
accommodate the new tax regime; and establishing a formal tax policy organizational unit with 
the competencies to formulate policy, forecast revenue and analyze tax incidence.    
 
Our advisors also looked at the issue of property taxation – researching the existing regime in 
law and in practice, and making recommendations for how to modernize the regime going 
forward. Property tax is an important source of revenue, and could potentially be the primary 
source of revenue for local governments. This makes policy decisions about how property tax is 
treated fundamental to developing the intergovernmental financial framework.  In what our 
experts consider to be a flawed policy, all land tax is currently remitted to the central 
government.   
 
Once the policy for property taxation is determined, how property tax is administered will also 
need to be reformed. Land and property records need to be automated, the business processes 
and data flows need to be streamlined and rationalized, and staff needs to be retrained. On the 
other side of the equation is – “who is the taxpayer”?  How the very complicated issue of 
property restitution is treated will strongly influence the bundle of rights (and obligations) 
associated with property title, which will impact property tax and the mortgage credit market in 
the medium term. All of these issues are fundamental to the investor confidence that underpins 
private sector development, and for this reason, technical assistance needs to be focused on these 
areas in the very near-term.  
 
II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 
 

TASK DELIVERABLE STATUS COMMENT 
Tax Policy Review: Complete a comprehensive review and 
evaluation of the existing tax policy regime, in law and in 
practice. 

Completed  

Tax Policy Recommendations: Develop recommendations 
for how to achieve immediate short-term policy priorities, 
followed by recommendations on how to achieve longer-
term policy priorities. 

Completed  

Tax Legislation Review: Review current tax legislation and 
recommend which laws, in whole or in part, need to be 
deactivated following the current tax holiday that ends 
December 2003.    

Completed  

Implement Excise Taxes on Alcohol and Tobacco Completed  
Reintroduce Personal Income Tax: Draft order with top Completed  
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rate of 15%, develop employee wage withholding tables, 
procedures. 
Reintroduce Corporate Income Tax: Draft order with 15% 
rate, develop improved corporate tax return. Completed  

Re-implement Collection of the Hotel and Restaurant 
Tax: Review legislation and make policy recommendations. Completed  

Pursue Collection of Land/Property Tax. Completed  
Implement Improvements to the Stamp Tax. Completed  
Tax Policy Capacity Building: Develop the skills and 
capacity within the Ministry such that the Tax Policy Unit 
staff can formulate tax policy; draft tax legislation; and 
develop, operate and sustain decision support models for 
analyzing tax incidence and 

Not Started 
However, there has been approval 
from the Ministry of Finance to create 
a Tax Policy working group. 
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Implementation of the Reconstruction Levy  

Period of Performance: This activity was initiated in October 2003 and continued through July 
2004. The activity was initially the responsibility of UK advisors seconded to the CPA, but 
resource limitations impeded progress on the Levy and USAID/BearingPoint was asked to play a 
more active role in its implementation.  Security considerations caused the UK to withdraw their 
two advisors in early 2004, and USAID/BearingPoint assumed full responsibility for the activity.  

I. PURPOSE:  To develop the necessary system to introduce and collect on January 1, 2004 
the “Reconstruction Levy” as released in Coalition Provisional Authority (CPA) Order 
Number 30, issued on September 19, 2003. The Levy will be imposed on imports to Iraq 
subject to a number of exceptions. There is a pressing need to undertake all the necessary 
activities associated with the implementation of this Levy.   

The CPA suspended all Iraq tariffs and trade restrictions in June 2003 and initiated a 
Reconstruction Levy (import tax) of 5 percent.  The Reconstruction Levy was subsequently 
defined and promulgated in September 2003. A subsequent CPA Order in January 2004 (with 
extensive input from BearingPoint advisors) further defined implementation.  Management and 
operational control of the Levy was assigned to the Bureau of Civil Customs Inspection (BCCI). 

BearingPoint advisors were tasked with assisting the implementation of the Reconstruction Levy. 
Forms were designed to compute the Levy whether manually or in automated sites. Registration 
procedures and forms were designed to register exempt organizations, such as NGO’s and 
international organizations, and large importers. The system allowed large importers to pay at the 
Customs Headquarters instead of the border crossing for security reasons. 

Several training sessions were held to train Customs officers on how to use the new forms and to 
explain CPA orders to them. A media campaign was prepared for launching at the time the Levy 
is implemented. A seminar was held to educate importers and private sector companies about the 
Levy and how it is going to be implemented, and over 200 people attended. The project team 
assisted the Customs officials in drafting an Importer’s Guide that targeted all exempt and non-
exempt importers. The computer application was designed by Information Technologists and 
assigned a working title of Iraq Customs Levy System (ICLS) for expediency, and to give a 
sense of ownership to the Iraqi Customs rank and file.  

The Project proved challenging from the outset, not so much in the technology area, but in the 
practical application of the system and the delivery of hardware.  This was due to the war 
damage at many border posts, coupled with limited facilities such as adequate buildings, air 
conditioning and a constant reliable source of electricity, all of which are necessary to ensure 
operational effectiveness of both hardware and software.  Notwithstanding these difficulties, the 
ICLS was created to provide effective collection of the Levy but also to act as effective import 
control, statistical data collection and a streamlined import process system for Iraqi Customs to 
administer. 
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Trial application of the ICLS at certain border posts gave considerable insight into the physical 
changes necessary to house the system, but as implementation was rolled out to other sites, it 
became increasingly apparent that the reforms and reconstruction need to be tailored to each 
border post to take into account different physical configurations and differences in traffic 
patterns entering frontier areas.  This task will be aided considerably by the excellent efforts of 
the United States Marine Corps (USMC) engineers who have designed a model Customs post 
and have let contracts for four new facilities.  At the present time, most locations are too 
primitive for IT application so considerable ingenuity has been necessary to establish the basic 
requirements to get the system up and running.  As to be expected with new systems, minor 
problems and changes have been identified, presented to the software provider (Primus), with 
corrective measures expected shortly.  Once received, work will continue on the Customs HQ 
installation and subsequent staged implementation at 21 selected border sites.  A minimum of 
two Customs Officers from each post to Customs HQ were given a four day 'train the trainers' 
course so that local 'hands on' training could take place at each location. . 

The ICLS will provide the Iraqi Customs with a basic system to collect the Levy and to serve as 
a building block for further expansion when a full Tariff system is reintroduced.  The ICLS 
cannot be seen as a panacea to import systems because changes in the Iraqi Customs 
organization itself including improvements in the selection of and training of Customs Officers 
are necessary for the standard systems and codes used by most developed nations to take hold 
and become institutionalized.   

Building on the implementation of the ICLS, further refinements to the Customs Service will 
enable Iraq to begin to harmonize its systems with the modern commerce world. Although the 
ICLS was designed as an interim tool to implement the Reconstruction Levy, it also serves as a 
basic building block for a modern, national accounting and information exchange system. While 
much was accomplished in this first year, reforming Iraq’s customs regime and administration is 
a multi-year endeavor.  The following list gives some flavor for the multitude of tasks that are 
needed in the coming period: 

 Reorganization of Iraqi Customs to report to the Ministry of Finance. 
 Recommend amendments to the Customs legislation to align it with the international 
standard as provided for in the Kyoto Convention (amended). 
 Prepare the ICLS for nationwide implementation as physical improvements to border posts 
are completed. 
 Create and recommend a post entry verification system to supplement ICLS in identifying 
and investigating suspected error and malfeasance. 
 Reintroduce Customs Bonds to support suspension regimes. 
 Collate input from Customs staff on internal reorganization ideas and construct a 
preliminary framework for discussion 
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 Research Iraq acceptable HR systems in recruitment standards and staged implemented 
training levels to achieve Officer norms of professionalism. 
 Refine the ICLS to broaden application accommodating Harmonized System applications, 
increased security, accountability and assimilate an information exchange application for 
administration, intelligence and enforcement requirements, nationwide. 

 
II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 
 

TASK DELIVERABLE STATUS COMMENT 
Implement New Reconstruction Levy: Draft the CPA 
Order implementing the levy, draft the regulations for the 
CPA Order, procure equipment and develop the Information 
Technology application for the purpose of collecting and 
accounting for the levy. 

Completed  
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Budget Planning 
 

Period of Performance: This activity was initiated in September 2003 and continued through 
May 2004.  
 
I. PURPOSE: The July 31, 2003 IMF report defines a number of immediate and medium-
term activities that need to be put in place over the next twelve months to establish a sound 
budget planning process. These activities center around the systems, the procedures, and 
the institutional and human capacity required for building a sustainable, fiscally sound 
public expenditure management system.  The technical assistance defined in this scope of 
work focuses on the near- and medium term activities required to meet this objective. 
 
One focal point of the BearingPoint assistance was on the definition and implementation of both 
annual recurrent and capital program budget-planning processes by all Ministries, in accordance 
with international best practices. The team assisted the Ministry with some important initial 
steps, and there were some notable achievements.  With our assistance the Ministry of Finance 
(MoF) established some capacity for budget planning and analysis and fiscal forecasting within 
their budget directorate.  A budget system was implemented at the MoF that provides budgetary 
information by organizational function, functional classification, economic classification, and 
source of finance at the line agency and municipal level.  Moreover the budget coverage was 
expanded to integrate all public revenues and expenditures under the Ministry of Finance.   
 
The Team also helped the Ministry of Finance prepare the budget calendar and the budget 
instructions for the 2005 Budget, as well as current and capital budget request forms and 
spreadsheets for the analysis of budget requests from the spending agencies.  We also developed 
Iraq’s capital programming requirements (identify investment needs, priorities, impact and 
sustainability).  
 
Of critical importance was the preparation of a Financial Management Law governing the 
financial management of public funds, which was drafted by BearingPoint advisors. The CPA 
promulgated this important law in June 2004, and in so doing, established the legal basis for 
sound financial management.    
 
Another notable achievement was the development of the 2004 Chart of Accounts (COA) (in 
both English and Arabic), which includes information on expenditures and revenues 
classification, and capital projects.  This COA not only helped increase the transparency and 
credibility of the budget process, but was transmitted to the CPA Budget Unit for inclusion in the 
2005 Budget estimates.  Subsequently, it will be loaded into the Arabic version of the Financial 
Management Information System. 
 
Although important milestones were achieved under the first phase of the project, much work is 
still needed to fully develop the capacity of the MoF and line Ministries to implement sound 
budget planning and analysis, in accordance with IMF and best practice standards.  
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Among the most important tasks for future assistance are: 
 
 Integrating capital and recurrent budgeting into a unified annual budgetary process. .  
 Implementing the new Financial Management Law, including an explanatory guide to the 
new legislation and accompanying training for government officials. 
 Assisting the Ministry of Finance in preparation of the 2005 budget ensuring proper 
accounting for both current/capital/foreign grants expenditures. (This work also should 
include the training of budget analysts in basic accounting and use of electronic 
spreadsheets). 

 
II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 
 

TASK DELIVERABLE STATUS COMMENT 
Budget Planning Software Recommendation: Develop a 
comprehensive recommendation for the selection, 
procurement, installation and implementation of a budget 
planning software application for use in preparing the FY 2005 
budget. 

Not Started 

Recommendation that a more sophisticated 
application be developed using the 
FreeBalance software tool that is available 
for this function once the application has 
been implemented (next year). 

International Standards in Functional Budget 
Classifications: Increase the transparency and credibility of 
the budget by introducing economic and functional 
classifications in line with international standards. 

Completed  

Implemented Budget System: Implement a budget system 
that provides budgetary information by organizational function, 
functional classification, economic classification, and source of 
financing at the line agency and municipal level. 

Completed  

Expanded Budget Coverage: Expand the coverage of the 
budget to integrate all public revenues and expenditures, and 
unify the budget planning process under the Ministry of 
Finance.   

Completed  

MOF Capacity Building (Macroeconomic/ Financial 
Forecasting): Establish the capacity for macroeconomic and 
fiscal forecasting and analysis within the budget directorate of 
the Ministry of Finance. 

Completed  

Budget Planning Training: Develop and conduct specialized 
training programs for ministry and line agency staff on budget 
planning and execution 

Completed  

Assist to develop organic Budget Law: Working closely with 
fiscal lawyers and other fiscal experts in treasury, audit, debt 
management, intergovernmental finance, etc, provide 
technical assistance on the development of an organic budget 
law. 

Completed  

Present Capital Program Requirements: A comprehensive 
presentation of Iraq’s capital programming requirements 
including an identification of investment needs, priorities, 
potential impact and long term sustainability, for the 
information and consideration 

Completed  
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Budget Execution - Financial Management Information System (FMIS) 
 
Period of Performance: This activity was initiated in September 2003 and continued through 
September 2004. 
 
I.  PURPOSE: The immediate objective is to procure and implement the core foundation of 
a Financial Management Information System (FMIS), which includes expenditure and cash 
management in the Ministry of Finance (MoF), line agencies and regional government 
entities, and complies with foreign donor requirements.  
 
The overall objective of the project has been achieved.  An operating Arabic version of the core 
foundation of the FMIS is installed and being utilized in the Ministry of Finance with a range of 
financial reports being provided to senior managers.  Work has begun on implementing the 
system in other Ministries and initial training has been provided to financial departments in nine 
line Ministries.  Moreover, a Loan and Grant Management Unit (LGMU) was established on 
May 19, 2004. Ultimately this work will give the Ministry of Finance (MoF) the ability to 
manage cash and expenditures across all ministries with real time information at the national, 
governorate, and local levels. 
 
Developing the FMIS and the supporting infrastructure was a multi-faceted effort.  A 
representative sample of these tasks includes: 
 
 Completing a new 2004 budget Chart of Accounts (in English and Arabic) to support the 
FMIS and accounting operations. 
 Installing an Arabic version of the FMIS, including fully populated databases to support the 
2004 budget. 
 Developing Arabic versions of FMIS user guides. 
 Developing Treasury Directions (accounting procedures and regulations) and Treasury 
Procedures (in English and Arabic) 
 Procuring FMIS-related hardware, setting up and fully configuring the MoF main computer 
room, training room, data entry center. 
 Procuring, setting up and fully configuring communication and FMIS hardware for nine 
other ministries to connect with the MoF-FMIS. 
 Training on different topics, as well as providing overviews for representatives from all 
national line ministries.  Training included: 

– Seminars for senior representatives from all Ministries and Governorates 
– FMIS orientation sessions for key staff in the initial nine Ministries selected as the 

pilot group for phase one of the implementation 
– E-Financials train the trainer courses for the MoF staff nominated as part of the 

FMIS project team 
– E-Financials technical training for MoF IT staff 
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– Specialized IT training including system administration and data base administration 
training for Ministry of Finance IT staff to enable the support of the FMIS computer 
infrastructure 

 Choosing, procuring, installing and testing VSAT ISP technology and VSAT 
communication systems in six governorates.  This system enables the governorates to 
communicate directly with the MoF by voice and establishes an infrastructure that will 
enable a two-way flow of financial information between governorates and the MoF.  Prior to 
this implementation, governorates were unable to communicate directly with the MoF.   

 
The next stage of this work should see the complete installation of FMIS hardware in the 28 
spending agencies, or line ministries.  Implementation will include all hardware, software and 
networking requirements, all required training and the development of financial reports. Over the 
long-term, FMIS will be implemented in all 50 government units that comprise the system.  This 
installation should be accompanies by intensive and on-going training and mentoring on FMIS 
data entry (expense and journal vouchers) and account reconciliation for staff from each 
government unit. 
 
Initially the project team worked closely with the IT Department at the Ministry of Finance, 
however, as the project developed there was a requirement to bring together senior 
representatives from the accounting, budgeting and finance sections of the Ministries.  These 
senior managers form the basis of an FMIS steering committee and have proven invaluable in 
advancing the implementation and providing decisions during both the planning and 
implementation phases. 
 
Thus, one important lesson is that it is essential for all Ministries to be involved from the outset.  
This was achieved through the provision of seminars to senior staff and key financial staff within 
each Ministry and onsite visits. 
 
An extensive program of training in both functional and technical components of the system is 
required to ensure the ongoing success of the system.  This also enables the establishment of a 
help desk to support the use of the system within all line Ministries and Governorates. 
 
Finally, the initial implementation has identified a requirement to review the organizational 
structure of the Ministry of Finance.  This has been planned for the second phase of the project, 
along with a review of processes and procedures that impact on the system operations. 
 
II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 
 

TASK DELIVERABLE STATUS COMMENT 

Procure and Install FMIS Communication Infrastructure: 
Identify, procure and install all hardware, software and/or 
communication infrastructure necessary for FMIS to become 
fully operational.  

In Progress 

Need to procure all workstations and 
printers for all line Ministries and need to 
establish data communication links.  Have 
installed / connected eight ministries and 
three governorates.  
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FMIS (System) Documentation: Ensure that all system 
documentation and long-term, sustainable maintenance 
contracts are in place. 

In Progress More work needed to develop, functional 
technical and support documentation 

Implemented Policies and Procedures: Define and 
implement the systemic, procedural, institutional and capacity 
reforms necessary for the FMIS to become fully operational 
within the Ministry of Finance, Central Bank, line agencies and 
regional government  

In Progress Treasury Directions need to be finalized 
and approved by the Ministry of Finance.   

FMIS Implementation:  Ensure that the system transactions 
follow and adhere to all policies and procedures. In Progress 

2005 Chart of Accounts (CoA) needs MoF 
approval.  2005 CoA in both English and 
Arabic entered into the FMIS system.  2005 
Iraqi Government Budget and revised 
budget loaded into the FMIS system 

FMIS User Training: Develop and implement a 
comprehensive user-training program for all relevant staff in 
the Ministry, line agencies and regional government entities. 
Define and implement a mechanism for long term 
sustainability in training and capacity  

In Progress 

Training begun for all line Ministry staff in 
FreeBalance data entry, financial 
administration procedures, financial 
management and project management.  

FMIS Technical Operation Training: Develop and implement 
a comprehensive training program for the administration, 
maintenance, and technical operation of the FMIS, including a 
mechanism that ensures long-term sustainability. 

Completed  

Legal framework to execute the budget using FMIS is put in 
place Completed  

Initial budget analysis reports are produced in English using an 
interim version of the core accounting system based on 
monthly spending summaries from all Iraqi ministries 

Completed  

A grant management unit focused on managing donor funding 
via the centralized budget process is established Completed  

A core accounting system for expenditure and basic cash 
management at MOF is implemented Completed  

A grant management unit focused on managing donor funding 
via the centralized budget process is established Completed  

A core accounting system for expenditure and basic cash 
management at MOF is implemented Completed  

Core system is expanded to include Baghdad ministries, 
providing central expense management In Progress 

Need to procure and install all workstations 
and printers for all line Ministries. Need to 
train all Baghdad ministry staff in core 
system.  
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Intergovernmental Finance Policy Framework 

Period of Performance: This activity was initiated in November 2003 and continued through 
April 2004.  

I. PURPOSE:  The issues to be addressed involve three categories of activities: 

 The expenditure responsibilities of governments at each level of government 
 The revenue-raising responsibilities/access to tax bases at each level. 
 The structure of transfers/ grants from higher-level to lower-level government to 
ensure that: 

(1) Each tier of government has sufficient resources to meet expenditure responsibilities 
(2) No government within a tier is unduly disadvantaged because of a limited economic base 
in providing citizens with public services. 

This activity encountered substantial challenges not least because Iraq has a long history of being 
a centrally controlled, unitary government.  The ministries are structured so that they are 
managed from Baghdad, with local branch offices. “Local government” for Iraqis consists of the 
local offices of central ministries that provide municipal services such as Municipalities and 
Public Works, Interior, Health and Education.  These ministries are fully integrated with the 
national government. Under Saddam, the notion of “local government” was more ceremonial 
than substantive.  Introducing federalism into a unitary government structure requires 
tremendous political will, particularly in a country as politically fragmented as Iraq has been 
since the cessation of hostilities. Creating a system based on fiscal federalism will take years, 
and we are starting at ground zero.  

The effort was slowed considerable by other priorities that gripped the attention of the 
Governance Directorate of the CPA under whose aegis this activity was being carried out. The 
preoccupation with priorities like the Transitional Administrative Law (TAL) and the Local 
Government Powers Order, made it very difficult to push forward reforms that required a 
tremendous amount of political will, like the intergovernmental framework. What good will and 
political capital that existed between the CPA and the Governing Council was being expended to 
get agreement on other important milestones.  

Our advisors organized and facilitated several very successful intergovernmental conferences 
and consultations involving virtually all of the key Iraqi stakeholders in late 2003 and early 2004, 
and for several months it appeared that real progress was possible. This optimism was eroded by 
the political disagreements that emerged over the TAL and the eruption of violence and resulting 
polarization of local governments – with ethnically charged undertones. By April 2004, all of the 
events and interventions that were planned to orchestrate an agreement on an intergovernmental 
financial framework were cancelled.  
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Against this difficult backdrop some tentative first steps were taken. One of our most important 
contributions during the last year was to begin assembling a database of local government 
expenditures that will be useful in constructing a basis for revenue and expenditure assignments 
going forward. Among the statistical series we assembled included: 

 Budget allocations by ministry and governorate for ten months beginning July 2003.  
 Total budget allocations for six ministries for this same period with the share of 
expenditures broken down by governorate. 
 Tax collections for three real estate taxes and income tax for 1996 through 2002.  (These 
data are useful since governorates are entitled to augment collections under these taxes up to 
5 percent of collections) 
 Estimates of 2004 population by governorate and municipality, unemployment data and 
GDP data by governorate and type of activity. 

In addition to organizing the regional conferences and comments on papers and proposed orders 
and laws, the Team produced papers on expenditure and tax assignments, which set forth some 
basic guidelines for the intergovernmental financial framework.  Going forward, the most 
important analysis that needs to be done is to define the rights and obligations of each level of 
government and sufficient expenditure and revenue assignments to carry out those obligations.  

A fundamental decision will be whether or not an interim government has the legitimacy and the 
political will to devolve key functions like health and education to local government.  The 
devolution of municipal services, education and health care involve major structural changes.  
New laws need to be written, new government administrations appointed, old central offices 
dissolved, employees and property transferred, new auditing systems implemented and new 
managers trained to name just a few of the most arduous undertakings. . These are difficult 
reforms to implement, and as important, they are difficult reforms to undo.    

If the new constitution calls for a federal structure then it will be essential to carry out the 
structural changes discussed above.  If the new constitution does not call for fiscal federalism, 
there may still be considerable scope for decentralization within the unitary structure. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Expenditure Assignment identified: The expenditure 
responsibilities of governments at each level of 
government (expenditure assignment) 

In Progress 
Progress made developing 2005 
budget plan & partial 2007 
devolution plan 

Revenue Assignment identified: The revenue-raising 
responsibilities and access to tax bases at each level of 
government (revenue assignment) 

In Progress 
No quantitative basis for 
estimated district revenue apart 
from water & sewer charges 

Structure of transfers identified: The structure of 
transfers or grants from higher-level to lower-level 
government 
 

In Progress   
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Revenue, Expenditures Database: Develop as 
comprehensive a database as possible in revenues, 
expenditures, & economic activity in the aggregate and by 
type of activity across sub-national jurisdictions within 
Iraq. 

In Progress 
GRP by governorate slow in 
coming.  Corrections in revenues 
still needed. 

Fiscal Model Developed: Develop a fiscal model to 
simulate the fiscal impact of alternative scenarios of 
expenditure assignment, revenue assignment, and 
structure of transfers 

Deprogrammed Not possible to develop a fiscal 
model with data constraints. 
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FINANCIAL SECTOR 
 

 
Macroeconomic Assistance - Monetary Policy Analysis & Implementation 

Period of Performance:  This activity was initiated in September 2003 and continued through 
June 2004.   

I. PURPOSE:  This is a multi-faceted activity: The development and implementation of 
important market segments and of monetary instruments for the government’s 
management of macroeconomic policy; and the development of the analytic capacity and 
input into policymaking of the Central Bank’s Statistics and Research Department (and 
other kindred Departments);  

Markets and Monetary Instruments Development 

 A currency auction market was developed and is functioning under the full control of Iraqi 
counterparts.  The infrastructure necessary to operate the currency auction is fully developed 
and implemented and the CBI staff is fully trained and operates and manages the auction 
process according to international standards. 
 A government securities auction market was developed, together with rules and procedures 
and settlement (in collaboration with CPA advisors and the US Treasury).  The first Iraqi 
auction of three-month Treasury Bills took place in July 2004. The development of a 
government securities market is a major step forward, most notably for government 
financing, for providing a key tool for monetary policy, and for facilitating private sector 
liquidity management.  Looking ahead advice will be needed to develop a secondary trading 
of government securities.  
 New monetary policy instruments, which are consistent with western practice, were 
developed and approved in principle by the Central Bank Governor. These included an 
overnight deposit facility, a lender of last resort facility and primary and secondary credit 
facilities, as well as a revamp of reserve requirement stipulations. As the government 
securities market matures advice will be needed to develop open market operations. This is 
arguably the most basic short-term tool for monetary policy management.   

Central Bank of Iraq Economic Research Capacity 

Since late June the research staff of the Central Bank has been actively engaged in making 
systematic presentations to both the Governor of the Central bank and Management Board.  The 
involvement of research staff in providing input for monetary policy decision-making is the 
ultimate test of its efficacy.   
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 A process is in place, and responsibilities assigned for staff teams to prepare policy briefs on 
key economic developments and a summary brief with staff policy recommendations for 
presentation to management.  
 A key economic and financial indicators report was developed, which will be produced and 
provided to senior management weekly.   

Although the first steps in institutionalizing the role of the Central Bank’s research capacity are 
in place, it is only a modest start. Our expectation is that progress will be rapid, given the 
relatively sophisticated human resource base in this Central Bank function. More assistance is 
needed to introduce the staff to western analytic methods – and to prove to CBI management the 
importance of systematic input from the research staff. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Currency Auction Oversight: Provide oversight of the 
currency auction at the Central Bank Completed  

Auction Participant Criteria: Introduction and establishment 
of auction participant criteria Completed  

Auction Guidelines: Review and offer opinion on existing 
Auction Guidelines Completed  

Assist with Auction Participants Selection: Selection of 
Auction Participants (possible or discuss issues in selection 
to be resolved) 

Completed  

Auction Action Plan: Introduce Auction Action Plan or 
comment on existing plan  Completed  

Reserve Amount Discussion: Discuss the reserve amount 
necessary for intervention Completed  

Deliverables Oversight: Oversight of existing deliverables Completed  

Auction Data: Long-term auction and data compilation Completed  

Auction Execution: Run Auction with Iraqi Bank Staff Completed  

Auction Activity Reports: Report on daily auction activity to 
Governor of Bank or Designee Completed  
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Macroeconomic Assistance - Statistics 

Period of Performance:  This activity was initiated in September 2003 and continued through 
June 2004. 

I. PURPOSE:  To help the Central Bank of Iraq (CBI) and the Central Statistical Office 
(CSO) to improve their capacity for collecting and analyzing fundamental Iraqi economic 
statistics as the basis for formulating sound monetary and economic policy.  

As a result of our assistance the Central Bank of Iraq Research and Statistics staff now has the 
capacity to analyze and forecast statistical data in accordance with IMF standards and best 
practices.  Computer equipment was procured and the staff was subsequently trained in its use. 
Systematic procedures have been developed and extensive training was provided in methodology 
for collecting, analyzing and reporting economic data.  With the help of our advisors, the 
research and statistics unit published the first statistical outlook report for Iraq in ten years.  

Specifically: 

 The CBI statistics section is now generating basic monetary, financial, real economic and 
balance of payments information, as wells as a consumer price index; 
 The CBI published the first statistical bulletin in ten years; 
 An Annual Report for 2003 was published; and 
 The first Quarterly Report (Q1-2004) has been nearly completed. 

The strong interdependence between the Central Statistics Office (CSO) and the Central Bank of 
Iraq for collecting, analyzing and reporting on data, and the very weak capacity of both 
institutions argued for expanding technical assistance to cover both units. At USAID’s request, 
BearingPoint advisors worked closely with staff from both institutions simultaneously, splitting 
their time between both locations. Accordingly, based on the results of an initial assessment of 
the CSO, it was decided that daily on-site guidance was needed to develop the basic skills and 
capacity required to begin publishing much needed economic and statistical data. The IMF was 
preparing its financial package for Iraq and the World Bank and other bilateral and multilateral 
donors.  The Fund was eager to receive this information in order to finalize their economic aid 
loan and grant support to Iraq. Working with CSO management, we engineered an organizational 
restructuring and the selection of more dynamic staff members to fill key management positions. 
Although much progress was made, including the completion of the IMF template, as the tenor 
of this description implies, extensive work is still needed to bring the CSO and the CBI research 
and statistical units to a level where they are operating at international standards.  

We assisted the CSO staff to develop and execute survey instruments and collect, estimate and 
interpret a full range of data for the real economy. We procured computer equipment and 
provided a large amount of training on the use of computers, economic models and survey 
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instruments.  Support focused on working with our counterparts to develop surveys, to 
understand sampling techniques, to process and interpret data and to present results.  Through 
our assistance numerous specialized surveys were conducted, and data generated to fill critical 
gaps in GDP generation, price indices and the balance of payments.  Examples of our specific 
contributions include the following: 

 The implementation of a survey to generate industrial production statistics on a sectoral 
basis as input for GDP. 
 A change in the way unemployment surveys were conducted and evaluated which has 
become the CSO’s operating procedure.   
 A proposed reform of the method for the collection of the consumer price index The CSO 
has adopted this new methodology. 
 We also undertook in-house work on the National Accounts on an ongoing basis. 

Looking forward, assistance to the CSO should focus on three major areas: (1) the organization 
of the CSO by sectors and by regions to further improve National Accounts analysis and 
presentation, (2) further development of surveys and survey capacity through training and other 
advisor activities, and (3) helping the CSO improve the timeliness of its reporting in all areas. 

Finally, an important focus of our work was participation in an interagency task force, consisting 
of representatives of key Iraqi Ministries, the CBI and the CSO.  The objective was to provide 
estimates for balance of payments, monetary data and real sector data for the IMF template.  This 
work proved useful not only for energizing our Iraqi counterparts, but also for giving another 
source of validation for our approach. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Statistical Review: Review Statistical needs and capacity 
and have a work plan in place for long-term consultant. Completed  

Statistics Division Stood up: Set up the Statistical Division 
at the Bank. Completed  

Statistics staff selected Completed  

Statistics Report on Money Supply: By December 1 have a 
statistics report on the money supply and CPI (even ad hoc if 
necessary). 

Completed  

Currency Auction Quarterly Report. Completed  

Data Collection Training: Training in data collection and 
organization (if necessary). Completed  

Implementation and adjustment the accounts: 
Implementation and adjustment the accounts according to 
SNA. 

In Progress  

Valuation of sub-sectors and main sectors entries, 
particularly, oil sector, agriculture, imports/exports, capital 
formation components, etc.  

Completed  
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Convert Accounts Database into Excel: Assist in 
transferring the national Accounts data- base system from 
CMC into Access and Excel.  

Completed  

Update and Estimate GDP for 2003: Assist in utilizing the 
new economic realities and existing survey results to update 
and estimate GDP and real economic sectors' value-added 
for 2003. 

Completed  

IMF Consistent Data Reporting: Insure data reporting is in 
an IMF consistent format with Excel back-up for discussion 
and explanation of assumptions with other Donors, both 
bilateral and multilateral. 

Completed  

Price Data Analysis: Assist the CBI team with price data 
analysis as necessary and survey work as necessary. Completed  

Flesh out the NDA and NFA accounts in preparation for IMF 
review. Completed  

Begin work with Drs. Hashim and Walker on Balance of 
Payments data and organization (including and especially a 
survey for the capital account). 

Completed  
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Interbank Payments System 

Period of Performance: This activity was initiated in August 2003, and continued from 
November 2003 through January 2004. 

I. PURPOSE: To establish a quick, transparent and fairly priced financial intermediary 
system for inter-bank and cross border financial transactions.   

This activity was originally initiated in August 2003 with a three-week short-term assignment 
aimed at defining the specifications of an interbank payment system for the procurement process.  
The CPA had the lead on this activity and selected the VISA payment system. The key outcomes 
of that phase of this activity were system specifications and recommendations. A second advisor 
was assigned to the activity in late November 2003 to help develop the policy parameters for the 
system and assist with implementation in order to operationalize the system. The 
recommendations of the advisor, including policy parameters, regulations governing ownership, 
system operations and tariffs, and an implementation plan for operationalizing the VISA system, 
were rejected by CPA advisors and the activity was deprogrammed in February 2004. 

A next phase of technical assistance for the interbank payment system would ideally contain the 
following elements:   

 A policy element that focuses on further elaboration of the rules and procedures for the 
system.   
 A pricing structure  
 The accounting aspects of the system, which create clearing accounts. 
 An IT component to replace the VISA system, preferably a real time gross settlement system 
(RTGS). 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Policies and Procedures: Development of operating policies 
and procedures concerning the Iraqi inter-bank payment system.   Completed  

Outreach and training of proposed new payment system 
protocols and applications. Deprogrammed  

Define the next stage payments systems and associated 
applications. Completed  

Develop the road map or high-level implementation plan for the 
payment system expanded locations. Deprogrammed  

Provide guidance to expand the number of locations as well as 
introduce Visa’s credit card payment system. Deprogrammed  

 

 
 ©2004 BearingPoint, Inc. 

 



USAID Contract No. RAN-C-00-03-00043-00 
Completion Report 
30 November 2004  
 
 

 

Page 35 of 105 

Bank Supervision Development 

Period of Performance:  This activity was initiated in early December 2003 and continued 
through June 2004. 

I. PURPOSE: Design and implement a technical assistance program to rapidly advance the 
supervisory capacity of the Central Bank of Iraq. 

Early in the Project a Basle Core Principles assessment was performed evaluating the Central 
Bank of Iraq’s (CBI) bank supervisory capacity.  The conclusion was that the Bank Supervision 
Department was not in compliance with any of these basic fundamentals for a market economy.  
Thus, we were starting at the beginning. 

By the end of the Project, however, several of these elementary building blocks were in place, 
positioning the next phase of technical assistance for rapid progress.  These advances included: 

 A Central Bank Law was promulgated, and the CBI management is reviewing a draft of the 
most important, supporting regulations (or secondary legislation).  After management 
approval, the next step is to systematically implement each of these core regulations, as well 
as to continue to develop ancillary regulations; 
 An on-site examination manual based on a CAMELS rating system was developed by our 
advisors, which CBI management is currently reviewing for adoption. The manual employs 
the basic methodology used for bank inspections in market economies; 
 A significant amount of training and capacity building was conducted for bank supervision 
staff members, who now have sufficient background training to initiate on-site examinations 
according to internationally recognized procedures. The best training, however, is actual 
experience in conducting on-site exams. As such, a systematic schedule of live bank 
inspections needs to be developed to augment and reinforce classroom training going 
forward.  The supervision manual would be the basis for on-site exams once the Central 
Bank approves its usage; and 
 The advisors developed the full set of basic bank reporting forms in accordance with best 
international practices, which CBI management is currently reviewing for adoption. Once 
approved, these bank-reporting forms will be required from all banks in the system on a 
regular basis. This will be the raw material for developing off-site analytic capacity.    

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Institutional Assessment: Assess institutional capacity for 
supervision and provide recommendations, an action plan 
and timetable to implement. 

Completed  

Training Assessment: Assess training needs; provide 
recommendations, an action plan and timetable for 
implementation.  

Completed   
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Mission Statement and Strategic Plan: Lead the design 
and implementation of an overall mission statement and 
strategic plan for bank supervision. 

In Progress  

Licensing Activities Manual: Design the Licensing Activities 
manual and oversee pilot testing of the procedures and staff 
training. 

Deprogrammed  

Outreach Seminars: Assist the supervisory staff in designing 
and presenting Outreach Seminars for the banking 
community to introduce the new Licensing Activities 
process/requirements. 

Deprogrammed  

On-site Inspection Process: Develop and implement an on-
site inspection process based on prudential bank regulations, 
which would result in a CAMELS 

Completed  

On-site examination procedures: Develop on-site 
examination procedures with a focus on understanding risks 
inherent in banking and banking activities 

Completed  

Basic on-site inspection manual: Assist the Central Bank in 
developing a basic on-site inspection manual based on 
international standard of banking supervision 

Completed  
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Direct Deposit 

Period of Performance: This activity was initiated in December 2003 and continued through 
March 2004. 

I. PURPOSE:  To establish a direct deposit system for government employees which in the 
near term would circumvent the need for armed military escort of cash for payroll and 
increase internal controls on the payroll system (fundamentally, by taking ghosts off the 
payroll). In the longer term it was envisioned that the direct deposit program would 
become an integral part of a new, centralized payroll system thereby increasing 
transparency and accountability for what is currently the single largest line item in the 
state budget. 

Substantial progress was made on a related activity, which was a direct deposit system for 
government employees.  The protocols and systems were established, a simple disk-based 
program was developed and two government entities within the City of Baghdad successfully 
began direct deposit for their employees. 

In June 2004 the first direct deposit transactions for the May salaries of the Amanat (Baghdad 
city government) was completed! The transaction included 1200 employees of the Amanat main 
branch.  The credit sum of roughly $235,000 was deposited into an Amanat account at the Warka 
Bank.  The money was then automatically transferred to these 1200 employee accounts via an 
automated (disk-based) program developed for Warka Bank.  It is estimated that all 10,000 
employees of the Amanat will be on-line within a year. 

As well as successfully completing the pilot project, the Advisor also developed operating 
policies and procedures, which should now be transferred across ministry and organizational 
lines.   

However, substantial difficulties remain.  Among the most important problems: 

 A widely used direct deposit program will be a powerful tool to increase transparency and 
accountability at all levels of government.  And precisely for this reason it is expected that 
going forward, there will be substantial political resistance to this new practice.  Thus, solid 
Ministry of Finance support will be critical  
 Moreover, many employees do not see any direct advantage to participating in the program.  
This implies that a public outreach and education program on the benefits of opening 
banking accounts and participating in the banking sector should be a core part of future 
technical assistance. 
 Finally, a viable interbank payment system is critical to allow ministries to pay salaries into 
a variety of banks/branches, which can also enhance the physical proximity and convenience 
for employees. 
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II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Operating Policies and Procedures: Development of 
operating policies and procedures concerning the direct 
deposit program. 

Completed  

Implantation Plan: Creation and implementation of the IT 
component of the direct deposit program.  (Business rules, 
technology specs, change management approach, and 
database maintenance expectations). 

Completed  

IT Application and Framework: Development of the IT 
application and framework. Completed  

Training Program: Outreach and training of proposed new 
direct deposit system protocols and applications. Completed  

Sequencing Plan: Develop the sequencing plan for 
implementation in interested organizations.   Completed  

Training Program for Banks: Provide guidance and training 
to the participating commercial banks. Completed  
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Insurance Sector 

Period of Performance: This activity was initiated in September 2003 and continued through 
June 2004. 

I.  PURPOSE: Implement a technical assistance program that provides the fundamental 
infrastructure for the sector including laws and regulations; training for both regulators 
and insurer practitioners; and the establishment of an independent professional association 
for insurers. 

Although Iraq had a rudimentary insurance system decades ago, years of international isolation 
has taken its toll. Although we were starting very much at the beginning, good progress was 
made in the first year, including: 
 
 A comprehensive assessment of the sector including all relevant legislation, commercial 
practices and the core competencies of the key actors in the sector;  
 Development of a draft Insurance Law and accompanying core regulations. Passage of this 
law is essential going forward;  
 Training programs for insurance regulators on the underlying rationale and application of 
the new draft insurance law and secondary regulations; 
 Training programs on the underlying rational of the new draft insurance law and regulations 
and the basic tenets of operating in a modern, regulated environment for insurance 
practitioners; and  
 Development of an Insurance and Reinsurance Association of Iraq (IRAI) along with agreed 
upon charter and bylaws. Although the Association is operational, it is an ad hoc 
arrangement that lacks a legal personality. Establishing the Association as a legal entity 
requires seed funding until the association can be self-sustaining. Meanwhile work can 
continue with the IRAI to develop member services like training and publications, which are 
potential revenue streams for self-sustainability.  

 
While passage of the Insurance Law is critical to solidifying the basis of the industry, in the 
interim there is a lot of important work to be done. Most important is working with the Ministry 
of Finance to upgrade the insurance regulatory function according to international best practice.  
This includes development of the organizational structure, policies, procedures, operating 
policies and a standardized manual.  Also important, given the rudimentary state of the industry 
is the development of an extensive training curriculum for both regulators and insurers. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Financial Report Assessment: Review and assess the available 
financial reports for the three insurance companies.  Completed   
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Functional Structure Review: Review the major functional 
structures of the companies including management structure and 
capabilities, capital adequacy, financial conditions (balance sheet 
review, status and quality of assets and liabilities), existing book 
of business, organizational capacity and company infrastructure.   

Completed   

Insurance Company Recommendations: Provide 
recommendations on whether and under what conditions the 
insurance companies can be restarted.  Where reasonable, the 
objective is to allow companies to resume operations 
immediately.  

Completed   

New Insurance Policies: Pending the outcome of the regulatory 
review, allow restarted insurance companies to issue new 
insurance policies.    

Completed  

Technical Assistance to Insurance Companies: Provide 
technical assistance to the executive management team(s) as 
required to restart the companies.  

Completed   

Activities Review of State Owned Enterprises: Review all 
activities with state owned enterprises to determine if they are 
consistent with CPA policies.  

Deprogrammed 
Suspended work with state 
owned insurance companies 
per USAID instructions. 

Review and recommend non-insurance revenue generation 
opportunities e.g. real estate holdings. Deprogrammed 

Suspended work with state 
owned insurance companies 
per USAID instructions. 

Plan to prevent the sale of real estate holdings: Working 
within the existing or proposed regulatory framework, prevent the 
sale of holdings, especially real estate holdings, that undermines 
the best interest of policyholders and the long-term financial 
interests of the company. 

Deprogrammed 
Suspended work with state 
owned insurance companies 
per USAID instructions. 

Regulatory Framework Review: Conduct a comprehensive 
review of the current regulatory framework governing the 
insurance sector industry. 

Completed   

Market Entry Rules: Establish rules for market entry once Iraq’s 
insurance sector becomes (re-) functional.  Completed   

Review existing market entry rules: Review existing market 
entry rules against established industry criteria, and provide 
recommendations for strengthening the rules that are inadequate 
and removing or amending rules that create artificial barriers to 
entry. 

Completed   

Draft new legislation for the creation of an Insurance Regulatory 
Unit. Completed   

Train the IRU staff within the Regulatory Unit on new Insurance 
Law and Regulations. Completed  

Explanation of the Rules and Regulations to local insurers and 
reinsurance companies Completed  

Training of staff employed by the IRAI into the duties and 
responsibilities required in reporting to the Office of the Regulator. Completed  

Creation of Policy Forms, terms and conditions to reflect an 
international standard. Completed  

Feasibility of reintroducing compulsory schemes: Review and 
recommendations on the feasibility of reintroducing compulsory 
schemes such as third party automobile liability. 

Completed  

Develop Insurance and Reinsurance Association of Iraq 
(IRAI) Code of conduct. In Progress   

Develop Advertising Plan. In Progress  

Develop Public Education Program. In Progress  
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Commercial Bank Strengthening  

Period of Performance: This activity was initiated in early December 2003 and continued 
through June 2004. 

I. PURPOSE: To improve policies, procedures and processes of the state-owned banks to 
streamline banking systems and align operations with best practices of international 
commercial banks.   

The Rafidian and Rasheed banks presented enormous operational challenges reflecting decades 
of financial suppression, directed lending, subordination to government imperatives, outdated 
procedures, lack of training and isolation from international market based financial practices. An 
initial diagnostic in December 2003 confirmed that virtually all operational aspects of these 
banks needed upgrading. 

While important first steps have been taken, improving the practice of such large, complex and 
lethargic banking organizations will require large scale, multi-year assistance. It will also require 
strong commitment from the Central Bank, cessation of Ministry of Finance interference and 
substantial resources devoted to human capital development and technology upgrading.   

The primary areas we concentrated on at the state-owned banks were accounting, operations, IT 
and automation management, and cash management and reporting. (Credit is considered 
separately).  While the list of our interventions is extensive, several examples below should give 
some sense of the thrust of our assistance:  

 Operations:  Crucial was the creation of a new Loan Administration Department to handle 
the booking and processing of loans separate from the credit function. This is crucial if 
lending officers are to concentrate on credit analysis rather than administration. It is also 
important for control and support of the lending function after credit approval.  However, 
looking ahead, assistance should be expanded to other areas besides loan operations.   
 Cash Management and Reporting:  In response to a CBI requirement, we designed and 
installed an automated, consolidated system for generating a weekly liquidity report of 
loans, deposits and cash.  It is estimated this will save weeks of manual reporting as well as 
increase the accuracy.  This is crucial, not only for the commercial banks but for the 
execution and calibration of Central Bank of Iraq monetary policy 
 Accounting:  Moreover, we automated the production of another CBI required monthly 
report on the financial condition of the bank.  This report uses an automated Excel 
consolidating program to combine all branch reporting.  The production time was reduced 
from weeks to a few days. We also spent considerable time providing guidance in the 
generation of year-end 2003 financial statements.  These are important, but only small steps.  
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For example the branch network accounting systems are dysfunctional and will require 
complete restructuring.   
 IT and Automation:  The Advisors developed software architecture and hardware 
requirement, which will assist these large banks to automate many of their systems.  They 
also developed an RFP for the equipment needed for this technology upgrade, and worked 
with the banks to narrow down qualified vendors in the region.  As noted above, many 
functions, currently being done manually, could be readily automated.  Both institutions still 
require an IT Department that is capable of managing the upgraded systems.  The 
infrastructure of this department (policies/procedures) is still to be developed. 

These basic infrastructure elements, along with credit practices, should continue to be the thrust 
of future technical assistance even before the problems of the specific departments, such as 
treasury and foreign exchange are tackled.  

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Bank Operations Diagnostic Review: Complete bank 
operations diagnostic review. Determine work plan for 
strengthening the efficiency, the reduction of cost and the 
management of operations and control risks in bank 
operations. 

Completed   

Operations integration with credit and accounting 
processes: Integrate back office operations with 
improvements in processes and procedures recommended 
for credit, loan, deposit, treasury, accounting, information 
systems and human resources management. 

Completed   

Branch role and structure determined: Determine the 
appropriate role and structure of branch operations. Completed   

Bank Operations Practices and Procedures: Redesign 
bank operations to reflect best practices in risk management 
and control practices and procedures.  

In Progress Deferred to Phase II. 

Internal Audit Functions: Test operations management and 
control mechanisms (internal audit functions) Deprogrammed Task not applicable to Phase I. 

Operations Training Developed: Develop training for back 
office staff in redesigned bank operations. Completed  

Business Process Model: Construct a comprehensive 
Business Process Model to rationalize and streamline 
operations and define user requirements as input to the 
development of IT systems reengineering and expansion. 

In Progress 
Efforts included weekly Credit 
Monetary Report, monthly 
Central Bank of Iraq Report, loan 
operations and credit process.   

Bank Operations Automation Plan: Determine the most 
effective means to automate bank operations, including 
branches, and improve management information systems. 

In Progress Deferred to Phase II. 

Accounting Diagnostic: Complete accounting reform 
diagnostic review. Completed   

Organizational (Financial Management) Structure 
Recommendation and Changes: Recommend and 
implement changes to the organizational structure of the 
Banks’ financial management functions. 

Completed   

IAS and Iraqi Accounting Standards Comparison: 
Complete Iraqi Accounting Standards and IAS comparison. Completed   
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Redesigned COA: Redesign the Banks’ Charts of Accounts  Completed   
Financial Statement Adjustments: Determine the 
adjustments needed in the financial records to help financial 
statements conform to IAS. 

Completed   

Interest Income and Expense Accrual System: Develop 
internal system to accrue interest income and expense 
monthly in order to prepare monthly financial statements. 

Completed   

IAS Financials: Revise the format of the monthly and 
quarterly internal financial statements (consistent with IAS). Completed   

IAS Policies and Procedures Manual: Manage the 
documentation of revised policies and procedures consistent 
with IAS through a new Policies and Procedures Manual. 

Deprogrammed Deferred to phase II 

IAS Training Plan: Develop and deliver a comprehensive 
training program in IAS policies and procedures, financial 
statement preparation. 

Completed   

Annual Budgeting Process (& Monthly Variance 
Analysis): Assist the Banks in developing an annual process 
and implement monthly variance analysis for MIS reporting. 

In Progress  

Financial Planning: Assist the Banks in implementing 
financial forecasting capacity for sound financial planning. In Progress  

Profit and Cost Center Reporting: Initiate implementation of 
profit and cost center reporting for financial perf. analysis. In Progress  

Enhanced IT Systems: Enhancing IT systems to 
accommodate best practices in IAS accounting and 
management information reporting. 

In Progress  

Current State Technology Assessment: Assess the current 
environment to determine the availability of technology and 
technology-associated processes. 

Completed  

IT Infrastructure Plan: Define the IT infrastructure plan. Completed  
IT Implementation Priority List: Work with banking 
specialists to prioritize IT implementations. In Progress  

Prioritized Bank Applications List: Determine what 
applications are available off-the-shelf or need to be custom 
build to support the prioritized banking applications.   

Completed  

IT Organizational Structure: Create an organizational 
structure for IT staff and/or local firms that reflect the needs of 
the banking locations. 

Deprogrammed  

Cash Management: Develop and recommend a scope and 
sampling size for the task. Completed  

Cash Management: Assess the current levels of daily cash 
movements in and out of bank branches. Completed  

Cash Management: Identify demand and sources of cash 
payments and transfers.  Completed  

Cash Management: Assess current levels of cash 
movements between banks and Central Bank in Baghdad 
and banks and central bank branches in governorates. 

Completed  

Cash Management: Assess cash demand and movements 
between Ministries and banks / Central Bank. Completed  

Cash Management: Develop an automated, tracking report 
to allow complete and accurate analysis of market liquidity. Completed  

Cash Management: Recommend procedural changes and 
innovative system to reduce cash movements in the market 
and between banks, CBI, and Ministries. 

Completed  

Develop automated data tracking and consolidation report for 
bank cash. Completed  

 
 ©2004 BearingPoint, Inc. 

 



USAID Contract No. RAN-C-00-03-00043-00 
Completion Report 
30 November 2004  
 
 

 

Page 44 of 105 

Commercial Bank Strengthening – Credit and SME Lending 

Period of Performance: This activity was initiated in early December 2003 and continued 
through June 2004. 

I. PURPOSE:  To increase the amount and quality of credit available to small and mid-size 
enterprises, streamline the decision making process for making loans, and improve the 
rigor and quality of portfolio management and loan repayment. This assistance was 
rendered to Al-Rashid Bank, Rafidain Bank and select private, commercial banks.     

State-owned Banks 

While the state-owned banks were making limited numbers of SME loans, it was immediately 
obvious that none of the banks utilized any of the modern cash flow based credit underwriting 
techniques prevalent throughout market economies.  Instead they placed almost total reliance 
upon collateral (primarily real estate) and conducted little or no financial analysis of the 
borrower’s ability to repay.  Our objective was to lay the essential foundations for effective 
risk management – doing credit right at the beginning. 

The conclusion from our diagnostic reviews was that there was an immediate need to reconstruct 
the banks’ entire approach to granting loans.  This was complicated by an absence of even basic 
understand by both staff and management of current financial analysis techniques.  While there 
are many aspects to developing a market-based credit function some of the most important first 
steps that we accomplished are listed below: 

 A new functional structure for the credit department separated credit analysis from credit 
administration; 
 A comprehensive Credit Policy Manual was drafted; 
 New procedures, which begin incorporation of cash flow considerations, are being used by 
the Banks’ Credit Review Committees; 
 Working groups were formed at each bank to develop the numerous working forms and 
documents needed for effective credit management; and 
 A series of classroom training programs augmented our daily, hands on training. 

The best learning tool is to make actual loans in accordance with the newly established 
procedures, and to guide credit officers through the process. BearingPoint worked on a daily 
basis with credit officers and attended their meetings with clients to provide on-the-job training.  
They assisted in the negotiation and structuring of many “demonstration” credits. One of these 
demonstration credits for $500,000 was the largest post-war private sector credit approved by a 
bank’s credit committee to date. More of this kind of technical assistance will be necessary to 
create sustainability because, as we have found in so many other centrally planned economies, 
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restructuring the banks, improving their financial health and instituting market-based criteria is a 
multi-year task. 

Private Banks 

Loans to SMEs by this group of banks were most often based on personal relationships. 
Financial criteria and financial data from lenders were limited to non-existent.    

Our approach to upgrading the credit function at a group of four private banks was similar to our 
work at the state-owned banks, but on a smaller scale. The focal point of our assistance was with 
the credit committee of each bank, which in essence became a working group for the 
development of new credit practices.  The Advisor helped the credit committee institute new 
processes for loan proposals by credit officers and developed a credit manual that provides 
guidelines for evaluating credit proposals.   

We’ve not yet seen the amount of credit increase sharply, nor have we seen a notable increase in 
using market-based criteria as the basis for lending decisions.  However, with time, it is our hope 
and expectation that the core building blocks we put in to place during this first year of the 
program will take hold, and the quantity and quality of credit will increase as a result. . 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Credit Diagnostic: Complete credit diagnostic review and 
evaluate the entire existing credit organization of the banks. Completed   

Credit Management Strategy: Develop an appropriate credit 
management strategy for industry and, both retail and wholesale 
client selection. 

In Progress  

Credit Process Organizational Structure: Develop an efficient 
and effective organizational structure for the entire credit process. Completed  

Credit Policies and Procedures: Develop sound credit policies 
and procedures and credit risk management and control systems. Completed  

Credit Initiation guidelines and procedures: Develop guidelines 
and procedures for improving credit initiation, credit and risk 
analysis and underwriting capabilities of loan officers/relationship 
managers. 

Completed  

Collateral Appraisal Procedures: Develop sound procedures for 
appraising the value and adequacy of underlying collateral used in 
the extension of credit. 

Completed  

Risk-rating methodologies: Develop risk-rating methodologies. In Progress  

Loan Monitoring Policies and Procedures: Establish policies 
and processes designed to monitor outstanding loans, identify 
potential problem loans. 

In Progress  

Credit Policy and Procedures Manual: Document and 
institutionalize recommended credit policies and procedures 
through the development of a Credit Policy and Procedures 
Manual. 

Completed Document needs 
translation 
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Loan Officer Training Program: Initiate a training program to 
train loan officers on new policies and procedures including a 
training-of-trainers program for internal staff training. 

Completed   

Loan Officer Training Courses: Design and deliver a range of 
training courses and seminars. Completed   

On the Job Training: Build institutional capacity through on-the-
job training in credit appraisal, loan recovery mechanisms and 
improvements in credit management policies and processes. 

Completed Also on-going 

Credit Process Improvement: Work with operations and 
information systems specialists to improve information 
management throughout the credit process. 

Completed Also on-going 

Final assessment reports on small and medium enterprise 
lending programs, with recommendations on a work plan for 
starting and reaching targets for program operations. 

Deprogrammed No program initiated 

Evaluation of MIS: Management Information Systems are 
evaluated, installed and operational for new micro and small and 
medium enterprise lending programs. 

Completed   

Conduct a rapid diagnostic of financial institutions to 
establish a baseline of capacity as well as to understand the 
supply and demand for financial services. 

Completed   

Review financial and business needs of SMEs in order to jump 
start economic activity and create jobs. Deprogrammed No program initiated 

Risk Management Techniques: Apply risk management 
techniques aimed at reducing loan loss and increasing soundness 
of loan portfolio. 

Completed   

Direct SME Lending Program: Establish direct lending program 
for the SME sector by working through what will emerge as a 
reconstituted Iraqi banking system, in compliance with legal and 
regulatory requirements, as they are developed. 

Deprogrammed No program (no funding 
available) 

Tap regional know-how and innovative approaches, including 
experiences with Islamic lending. Tap experiences in post conflict 
situations. 

Deprogrammed No program initiated 

MIS Design: Design Management Information Systems (MIS) for 
Program Operations Completed   

Reporting/ Monitoring Systems Designs: Design 
Reporting/Monitoring Systems for Information Flow to 
Management. 

Completed   

 
 ©2004 BearingPoint, Inc. 

 



USAID Contract No. RAN-C-00-03-00043-00 
Completion Report 
30 November 2004  
 
 

 

Page 47 of 105 

Microfinance 

Period of Performance: This activity was initiated in August 2003 with short-term assistance to 
provide the CPA with technical advice on establishing microfinance programs. The result of this 
work was to help the CPA establish three NGO programs with USD $21M in funding. A second 
phase of the program was initiated in February 2004 to monitor the performance of these NGOs 
and to provide training, capacity building and a loan management MIS system. The second phase 
of this activity was completed in June 2004.   

I. PURPOSE: To help jump start private sector growth and development by providing 
credit services to financially viable micro, small and medium enterprises. 1  

In total nearly $11 million in microfinance loans was disbursed and the repayment rate has been 
about 99 percent.  CHF was given two grants.  The first grant was about 80 percent deployed and 
the second grant about two percent.  The average size of a CHF microfinance loan was roughly 
$2000.  In all, CHF disbursed $8.5 million throughout the country.  A separate grant was made to 
ACDI/VOCA, which was responsible for $2.4 million of microlending to the three northern 
governorates of Kirkuk, Salan Al Din and Erbil.  The average size of the ACDI/VOCA loan was 
around $5500. 

BearingPoint advisors trained micro finance staff and loan officers in credit underwriting 
procedures and loan management. A new loan portfolio management system was developed and 
implemented, and staff members were trained on how to use and maintain the system.   

We believe that more could have been accomplished but for the deteriorating security situation. 
By the very nature of their work, all of the NGOs operated in remote locations with high 
accessibility and limited protection. The NGOs withdrew staff and suspended operations for 
short periods of time during the term and it was difficult for these organizations to attract 
qualified international staff to work in these locations. The silver lining of this reality was a 
forced reliance on local staff to carry out the programs, who we trained with vigor and 
enthusiasm. We believe the program going forward will continue to have its challenges until the 
security situation stabilizes, but that a solid foundation has been laid with trained Iraqis who can 
carry out and expand these programs.  

The technical assistance program was engaged in a substantial range of capacity building 
exercises directed towards eventual financial self-sustainability of the program.  Among the 
contributions: 

 The implementation of a powerful MIS solution for microfinance partners which included 
installation of hardware, Oracle software and Delta database, accompanied by training on 
not only the use of the system, but also on how to maintain it; 

                                                 
1. Assistance to small and medium enterprises through strengthening of commercial bank lending to this market segment is discussed separately 
under “Commercial Bank Strengthening – Credit & SME Lending”.    
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 Substantial training in credit practice and loan management; and 
 Strong working relationships between our Iraqi microfinance partners and regional 
resources. 

Thus, by the conclusion of the project the basic processes were in place, and there was an 
elemental understanding among the Iraqi microfinance practitioners of best market procedures.  
In the next phase the focus will be on continuing to upgrade human capacity. Depending on the 
progress of this training, we would explore options for creating a broader range of microfinance 
products to include gender lending and other vulnerable participants of the economy. Conditions 
permitting, we would recommend increasing the geographic reach of the program. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Conduct rapid assessments to understand the market for 
credit (supply and demand) and the prospect for working 
through existing Iraqi organizations in urban and semi-rural 
areas. 

Completed  

Regional Organizations: Tap expertise and establish 
partnerships with regional organizations to build on 
experiences in the Middle East and other post conflict areas. 

Completed   

Best Practices: Evaluate and apply appropriate best 
practices for sustainable financial services from post conflict 
cases. 

In progress   

Training: Build local capacity by introducing appropriate 
technology (financial and information systems) and transfer 
know-how. Conduct training of Iraqi managers and staff of 
local institutions. 

Completed  

Develop exit strategy so that Iraqi organizations can 
assume managerial and financial responsibility for programs, 
including management of the assets. 

Deprogrammed   

Periodic summary analysis and reports to CPA and 
USAID on the progress and impact of CHF lending program 
in the South, and other lending programs as they are 
established in Baghdad, and the Northern and Eastern areas 
of the country. 

Completed  

Monitoring and compliance reports for 3-4 RFA 
organizations Completed  

Final assessments of micro-enterprise lending programs, 
with recommendations on a work plan for starting and 
reaching targets for program operations. 

In progress   
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PRIVATE SECTOR DEVELOPMENT 
 
 

Business Center Program 

Period of Performance:  This activity was initiated in January 2004 and continued through June 
2004. 

PURPOSE:  To establish and expand a network of business centers throughout Iraq that 
could provide technical assistance in business management skills and firm level assistance; 
that could access and participate in the large number of public procurements being let by 
the Project Coordination Office with USG funding; and that could provide investor 
information and basic business services and infrastructure to Iraq’s private sector.  

Building on the Business Center established by the US Army Civil Affairs unit in the immediate 
aftermath of hostilities, BearingPoint further developed and expanded the Iraqi Business Center 
operation and services, increased membership twenty fold, developed a website for posting PCO 
procurements, conducted training programs on how to participate in PCO contract bidding and 
procurement, opened nine additional sites in and around Baghdad, and networked the Baghdad 
center with those operating in the north and south.   

In developing this organization, we:  

 Succeeded in upgrading the operations of the business center by developing systematic 
procedures for assessing client needs, handling routine enquires, responding to client needs, 
measuring results, and reporting performance.   
 Helped the IBC staff to improve their skills through on-the-job training. 
 Developed an operations manual to support ongoing organizational development goals.  
 Developed and refined procurement information and assistance services by improving the 
website, publishing more tenders, providing more useful information products, and 
collaborating with the PCO and prime contractors to organize more effective procurement 
assistance events.  

Once we had a model business center to work with, we developed core services, resources, and 
management systems to support the development of other business centers around Baghdad and 
throughout Iraq.  These included: 

 Web-based procurement information service (tender announcements, company 
database/directory, information resources) that was receiving approximately 40,000 hits per 
month.  
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 A website that became the primary source of information on contract opportunities for Iraqi 
firms, with approximately 50 new tenders published each week. 
 A very active program to provide procurement assistance to Iraqi businesses and business 
leaders. Planned and executed weekly training and information events serving more than 
500 clients per week.    
 The development of effective partnerships with the PCO and prime contractors. 
 The establishment of a broad base of clients who rely on our services as a means of 
accessing reconstruction-related contracts. 
 A comprehensive business plan that provides a roadmap for establishing a network of 
financially sustainable business centers. 

Using these tools we established new business centers and took initial steps toward building a 
national business centers network. 

 Nine satellite offices of the IBC have been set up in Government Information Centers 
throughout the greater Baghdad area. 
 We also established relationships with business centers in other cities and formulated plans 
for joining with these centers to create a national network.    

While security impinged on all our activities, for initiatives as accessible to the public as an 
effective business center needs to be, security was arguable an even greater constraint to this 
activity than for some of the others. Much like any other private sector initiative, the objective 
was to work with individual companies and Iraqi businessmen. As it became increasingly 
difficult to regularly leave the “Green Zone”, progress in opening additional satellite offices 
throughout Iraq was slowed. And as the number of car bombings at the gates to the Green Zone 
increased, businessmen were increasingly reluctant to come into the Green Zone to use the 
services of the business center. The satellite offices outside the Green Zone continued to attract 
and serve an increasing number of businessmen, and we found creative ways of keeping these 
centers informed and well stocked with information and collateral material.  

The accomplishments were an important start and a solid foundation for an incredibly important 
function within the strategy to develop Iraq’s private sector.  

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 

Initial draft of business plan. Completed   

Management responsibilities for IBC transferred to 
BearingPoint. Completed   

Iraqi Business Center operations guide for managing 
business clients, tracking client contacts, needs, services 
provided and results. 

Completed  
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Action plans for delivery of services. Completed  

Upgraded website and information services. Completed   

Courseware for training programs, Training of trainers 
courses completed, training programs being offered 
through IBC and other channels. 

Deprogrammed No funding was provided 

Firm-level assistance strategy (report), client reports. Deprogrammed Separate activity that was never 
funded 

Financial advisory services handbook, web materials on 
finance sources. Deprogrammed Separate activity that was never 

funded 

Events, client evaluations. Completed  

Increased hits on website, increased # of clients visiting 
IBC. Completed   

Advisory committee organized and providing feedback on 
business plan. Completed  

Management transition plan incorporated into IBC Business 
Plan. Deprogrammed  

Training reports and evaluations Deprogrammed No funding provided 

Reorganized management structure for IBC. Completed   

A "guide" or "handbook" for establishing and operating 
business development centers Deprogrammed  

Business plans, business support plans for other business 
centers. Completed   

Courseware for training programs, training of trainers 
programs completed. Deprogrammed No funding provided 

Business association strengthening program description 
and workplan. Deprogrammed Separate activity that was never 

funded 

 

 
 ©2004 BearingPoint, Inc. 

 



USAID Contract No. RAN-C-00-03-00043-00 
Completion Report 
30 November 2004  
 
 

 

Page 53 of 105 

Business Registration Program 

Period of Performance: This activity was initiated in April 2004 and continued through mid-
August 2004. 

PURPOSE: To bring the business registration system into compliance with the new 
company law that provides for a reduction in the amount of time, money and effort that is 
required to register business entities, domestic companies and foreign company branches.  

The major task of this activity was to develop and implement a process for registering companies 
in compliance with the new Company Law. (This amended law was drafted by a BearingPoint 
legal advisory and promulgated by the CPA in early-2004.)  To do this, we had to streamline 
unnecessary regulation and government interference in the private sector; reduce administrative 
barriers (resulting in cost and time savings) affecting business entities and the operation of 
companies in Iraq; implement the amended Company Law; and bring the Business Registry 
process into compliance with the new provisions of the law. 

The first phase of this project was to develop an approach and plan for registering companies.  
We reviewed and assessed relevant laws, regulations, decrees and instructions that touched on 
company law and registration of companies in Iraq.  As part of this activity, we performed an 
analysis of current Ministry of Trade business registration systems, and captured information on 
all current functionality.   

We then developed a process for automating company registration and procedures for the 
business registry office to register and license companies.  After creating preliminary data 
models, we developed network architecture for the Ministry of Trade’s Registrar of Companies 
and Hosting Facility.  We then drafted new registration forms and Ministerial instructions for 
registration of domestic and foreign companies, state companies and commercial agents.  Eight 
new registration forms and four Ministerial Instructions for domestic and foreign companies 
were developed.  Advisors completed the Information Systems Strategy to detail the information 
system architecture that will be installed in various directorates.  An assessment was completed 
of the possibility of establishing the same software, new forms and instructions within the 
business registrars of Baghdad, Erbil and Sulmanya.  And, we developed a comprehensive public 
education campaign and outreach program. 

Further, we completed the Communications Plan for public outreach and education and 
coordinated the content of forms with interested ministries, agencies, offices and Chambers of 
Commerce to provide businesses with a unified business registration number, taxpayer 
identification number and Central Statistics Office reporting number. At this stage of the project, 
we developed a deployment strategy for a uniform Company Registration System in Baghdad, 
Erbil and Sulamanya. 
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One important challenge was to find commercial law professors working in local academic 
institutions who could assist in developing training materials on the business registration process, 
and other new concepts in the Company Law.  Unfortunately, the individuals we approached 
were reluctant to become involved with foreign advisors because of the very real threat of 
physical reprisals. 

Much was accomplished during the four months we were in Iraq, in spite of the challenges, 
largely because of our close working relationships and collaboration with Iraqi counterparts. 
Weekly meetings were held with the General Registrar of Companies, the Operations and IT 
Manager at the Directorate of Registration, and staff within the registrar’s office.  This factor 
underscores the importance of getting buy-in from counterparts.   

In the immediate future, the inconsistencies/contradictions that exist between provisions of Iraqi 
Laws and the Company Law No. 21 as promulgated by the CPA will need to be resolved. These 
inconsistencies are a particular problem in developing and amending registration forms and 
ministerial instructions.  They also complicate the process of making links with other agencies, 
such as the Federation of Iraqi Chamber of Commerce.  Other tasks, which await future technical 
assistance, are listed in Part II below. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Develop forms and Ministerial Instructions for the business 
registration of domestic and foreign companies, state 
companies and commercial agents doing business in Iraq 
are developed. 

Completed  

Procure software required for application platform. In Progress To be continued in phase II. 

Develop IT project plan, budget, resource and work 
plan. In Progress To be continued in phase II. 

Develop application and architecture requirements of 
the system. In Progress To be continued in phase II. 

Develop a deployment strategy for the Company 
Registration System to the registries in Kurdistan (Erbil and 
Sulmanya). 

In Progress To be continued in phase II. 
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Capital Markets 

Period of Performance: This activity was initiated in April 2004 and continued through July 
2004. 

I. PURPOSE:  To reopen the Iraq Stock Exchange and Iraq Depository with operating 
standards and procedures that are in compliance with the provisions of the new Securities 
Law, and based on the principle of self-regulation. 

With much publicity, the Iraq Stock Exchange (ISX) was opened on June 24, 2004 and thirteen 
brokers executed 51 trades worth approximately $2.5 million on the first trading day.  
BearingPoint played a pivotal role in this success providing extensive on-site and daily 
assistance  

Part II below delineates the individual milestones (deliverables) that BearingPoint advisors 
helped the Iraqis accomplish within a three-month period.  Among these were the preparation of 
new Bylaws, an Arbitration Code, and a Disciplinary Code, Codes of Conduct for the Exchange 
and its members, and Listing Rules.  The BearingPoint Team also helped finalize agreements 
between the Exchange and: i) its settlement bank; ii) broker members; and iii) listed companies.   

Further, a website for the Iraq Stock Exchange and Iraq Depository was developed and 
implemented.  We also implemented an Interim legal and regulatory framework to govern the 
Iraq Stock Commission; facilitated the vetting and adoption of a permanent securities law and 
accompanying regulations; and fully implemented Iraq Stock Exchange Bylaws, Rules and 
Regulations. 

Because our aim was to maximize local participation and buy-in, we made extensive use of 
stakeholder working groups and provided continuous on-the-job consulting, mentoring and 
training.  Compliance, surveillance and enforcement manuals were developed and the staff 
received intensive training in these fundamentals.   Separately, we also spent considerable time 
with the Governing Board of the Iraq Stock Exchange acquainting them on the new rules and 
regulations, and more generally, with the principles and techniques for managing a self-
regulating organization.  And, we also tapped into the experience of others in the region, 
including from Jordan, Bahrain and Egypt, and facilitated discussions between the Governments 
of Iraq and Slovenia regarding possible support in the development of an automated trading 
system.    

BearingPoint conducted training sessions on surveillance, compliance, regulation and 
enforcement, among other things for ISX staff members.  Tangible and immediate benefits from 
these training sessions included, for example, the prevention of Broker violations in entering of 
trades and stricter standards on orders from brokers. BearingPoint worked side-by-side with 
Iraqis in solving the myriad of logistical problems associate with opening a stock exchange and 
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depository in an entirely new location – like installing new equipment, connectivity, telephone 
system, air conditioning, to name just a few. 

Going forward, the most pressing need of the Exchange is to procure an automated trading and 
settlement system to address security and business continuity concerns.  The move to automated 
trading will require significant training of brokers on the workings of the new system and 
associated trading strategies.  An automated clearing and settlement system also need hands-on 
assistance for Depository officials and staff regarding implementation of the system.  

The legal framework, market infrastructure and institutional capacity are still rudimentary.  
Although many of the basic Exchange regulations have been drafted and translated, follow 
through and strict implementation by the management of the ISX will be key to institutionalizing 
sound market practices and more hand-on training and guidance will be needed.  

Further assistance will be needed to implement the Arbitration and Disciplinary Codes, train 
arbitrators and disciplinary panel members and conduct mock and actual arbitration and 
disciplinary hearings. Investor confidence in the market will be a direct function of how well the 
Exchange operates, and how well it is regulated.  Much of the secondary legislation that was 
drafted has been implemented and observed by the commission and key stakeholders, but still 
needs to be formally adopted.  

Finally, investors worry about the corporate governance of the listed companies in which they 
invest.  A fair and efficient exchange is of little benefit if companies divert profits or engage in 
share dilution.  Thus, training of corporate governors, a corporate governance code (and public 
ranking of companies on their compliance), passage of a permanent company law, preparation of 
relevant Securities Commission regulations and associated enforcement capacities, movement to 
international accounting standards and improved disclosure are all essential to the development 
of this market. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Assist and advise in development of interim ID and ISX 
site. Completed  

Assist and advise CPA and ISX staff with procurement. Completed  

Prepare an organizational chart, staffing plan and task list, 
defining areas of authority and responsibility and tasks 
required to open. 

Completed  

Assist ID personnel in identifying and implementing initial 
clearing and settlement solution (best efforts) and planning 
for medium term and permanent solutions. 

Completed  

Descriptive materials, written procedures, required 
contracts between ID participants and trainings re 
dematerialization process (at least issuers, brokers, 
shareholders, ISX).  

Completed  
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Prepare draft client statements to substitute for old physical 
securities. Completed  

Define and oversee writing of code required to fit the pieces 
of the selected initial clearance and settlement software 
solution together. 

Completed  

Develop a website for the ID and ISX to facilitate 
information dissemination and communications. Completed  

Train ID staff on new procedures, mentor ID staff. Completed  

Define and assist in choice of settlement bank interface. Completed  

Assist, review and comment on a multi-day "dry run" of 
clearing and settlement solution conducted by the ISX (best 
efforts). 

Completed  

Work with ISX staff to determine organizational and staffing 
structures, job descriptions. Completed  

Train ISX staff regarding surveillance and enforcement 
techniques and strategy. Completed  

Mentor ISX staff regarding SRO functions and help develop 
a market regulation structure: understanding, implementing 
and enforcing. 

Completed  

Develop a compliance, surveillance and enforcement 
manual, time permitting. Completed  

Prepare ISX and ID bylaws. Completed  

Prepare a Code of Arbitration. Completed  

Prepare a Disciplinary Code. Completed  

Prepare Code of Conduct for exchange members and staff. Completed  

Prepare trading rules. Completed  

Educate brokers regarding new trading and clearance and 
settlement procedures. Deprogrammed No need because there were the 

same procedures as before. 
Conduct multi-day "dry run" of trading and post-trade 
procedures for brokers conducted by the ISX (best efforts). Deprogrammed No need because there were the 

same procedures as before. 
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Commercial Law Modernization 

Period of Performance: This activity was initiated in October 2003 and continued through early 
July 2004. 

PURPOSE:  Originally, it was both USAID and BearingPoint’s hope and intention to 
complete a comprehensive assessment of the commercial legal framework in Iraq with an 
early focus on the core commercial laws to understand the extent to which they promote or 
constrain private investment and private sector growth and development. These laws were:  
Bankruptcy, Secured Transaction, Mortgage, Property Rights, Company Law, Foreign 
Investment Law, Labor Laws, Intellectual Property Rights and Public Procurement. We 
proposed to amend the existing legal framework to create a business regulatory 
environment that maximizes economic growth, increases trade and economic activity, and 
protects property rights and the rule of law in the near to medium term. This would 
include amendments to the legal code, broad consultation with stakeholders, opinion 
leaders, decision makers and the business community and importantly, actually 
implementing the legal reforms.  

Our original mandate was modified rather significantly by the Office of General Counsel (OGC) 
for the CPA. (With USAID and BE concurrence.)  We became an integral working part of the 
OGC, providing daily counsel on myriad CPA Orders and regulations. Our attorneys translated 
almost all of the Orders and Regulations promulgated by the CPA and were key interlocutors in 
consultations between the Iraqi Governing Counsel and the CPA about the laws.  Much of the 
consultation with the Governing Counsel over the Transitional Administrative Law was done by 
BearingPoint attorneys, both international and local.  

We were about to complete some of the key milestones conceived under the original strategy 
including a diagnostic that served as the basis for a Legal Reform Action Plan that guided the 
legal drafting and the extent of the changes that were needed to existing laws. The Action Plan 
also established the sequencing and a timetable for legislative initiatives. 

The CPA promulgated 32 Orders for the commercial legal framework, of which the BearingPoint 
team developed thirteen, across seven technical areas, including some of the core commercial 
laws of: bankruptcy, a secured transaction law, a new company law and a new securities law.  

In addition to these laws, the BearingPoint Team has worked with Iraqi counterparts to begin 
implementation of the Orders that had been promulgated in the areas of tax and customs, capital 
markets, company law (business registry) and the telecommunication regulatory authority. No 
other CPA promulgated Order was actually implemented.  

The advisory team also implemented systematic public consultation and public outreach for the 
Orders BearingPoint worked on in: tax and customs, bankruptcy, company law, secured 
transaction law and the business registry.   
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Part II below elaborates on the progress made for individual commercial laws.  Although many 
laws have been promulgated, the biggest challenge that remains is actually implementing them, 
which to a very large extent, requires broad public consultation. This should include: 

 Reaffirming agreement for each initiative with a relevant Government of Iraq “champion” 
and key stakeholders. 
 Developing and executing comprehensive public consultations for each legislative initiative, 
including academic, legal, business and policy-making constituents. 
 Developing and executing a comprehensive public education program. 
 Involving civil society groups. Advocacy groups, NGOs, legal associations, Council of 
Judges, the press and other private volunteer organizations in legislative initiatives. 

More broadly assistance is also needed in helping to develop mechanisms for resolving 
commercial disputes and in helping Iraq to prepare for WTO accession. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 

Laws on Bankruptcy.  Completed   

Laws on Competition (or Anti-trust or Anti-monopoly). Completed   

Laws on Contracts. Deprogrammed  

Laws on Business Organization (or Company Law). Completed  

Laws on Foreign Investment. Completed  

Laws on Trade (including registration and licensing). Completed  

Customs Laws.  Completed  

Labor Laws (including tax and social contribution levels). Completed  

Laws on Secured Transactions (or collateral lending). Completed  

Mortgage Law. Deprogrammed   

Laws on Intellectual Property Rights (patent, trademark, 
trade name, copyright, etc). Completed  

Laws on Property Rights. Deprogrammed   

Law on Commercial Agents. Completed  

Public Contracts Law (Procurement). Completed  

Interim Securities Law. Completed  
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Firm Level Assistance 

Period of Performance:  This activity was initiated in mid-March 2004 and continued through 
early June 2004. 

I. PURPOSE: To provide business consulting services to Iraqi firms with the specific aim of 
preparing them to qualify for credit from bank and non-bank direct lending organizations.   

The mission of the program was to present as many worthwhile credit applications as possible to 
lenders, as quickly as possible. 

The most important tasks were: 

 To identify the clients with economically viable investment projects; 
 To help these clients prepare detailed business plans and financial statements; 
 To assist them in the preparation of legal and other documents suitable for review by lenders 
and credit committees; and 
 To advise them through the entire application and approval process. 

We succeeded in identifying over sixty viable firms of which, during the three months of the 
program, we worked closely with thirteen through the credit process.  The team completed 
thorough due diligence, business planning, market research, competitor analysis, financial 
projections, and overall technical assistance to support each firm.    

In total, we reviewed sixty-five serious loan proposals and interviewed and developed 
relationships with fifty companies, thirteen of which continued to receive technical assistance 
through the end of the Project. This assistance included on-the-job, intensive training for senior 
financial managers on topics such as business plan preparation, cash flow forecasting, financial 
analysis and market analysis. 

The firms we worked with were diligent and serious about the program as was reflected in the 
quality of documentation they prepared as a result of our guidance, and the agility with which 
they altered their business practices, employing our advice.  

Regrettably, ongoing delays in the funding for the credit program caused enthusiasm to wane.  
At the time we concluded Phase I of the project, no funding was yet available.  

If there was a lesson learned it is that there is a tremendously viable, innovative private sector 
that, with assistance, can thrive and grow.  Overcoming the reluctance of commercial banks to 
extend credit to these businesses is an immediate imperative. And until such time as the banking 
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sector begins to lend to these businesses, alternative direct lending programs need to be funded 
and expanded.  

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Success in qualifying at least 3 Iraqi companies for credit 
extension including due diligence, business plan proposal, 
market research, competitor analysis, financial projections, 
technical assistance on drafting the term sheet, and legal 
landscape for the operating environment. 

Completed  

Identification and establishment of relationship with at least 6 
Iraqi companies for pipeline loan proposals ready for follow 
up post transition.  

Completed  

‘On the job’ training of at least 3 Iraqi company senior 
financial managers in business plan preparation, cash flow 
forecasting and analysis.  

Completed  
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Assessment of State-Owned Enterprises 

Period of Performance: The activity was initiated in August 2003 and continued through January 
2004. 

I. PURPOSE:  To gather, collect and analyze financial and operating information on the 
estimated 200 state-owned enterprises and on the basis of this information, to segregate the 
most and least viable companies from the total population of State-owned enterprises.  The 
immediate focus will be on identifying the most effective strategies for reactivating the 
industrial asset base of the most viable enterprises in the very near term. 

The Private Sector Development office of the CPA modified this mandate rather significantly 
shortly after the work was initiated, with USAID concurrence, and our accomplishments reflect 
that change. Below is a summary of the principal accomplishments: 

In September 2004 the BearingPoint State-Owned Enterprises (SOE) team developed and 
submitted a 50 page memorandum with detailed recommendations: “Privatization Action Plan – 
Next Steps; Organization of an Iraqi Private Sector Development Agency; and Privatization 
Processes and Methodologies for Iraq”.  The document was well received and the Private Sector 
Development office attempted to implement some of its recommendations, but without using 
BearingPoint or other experienced advisors.  Unfortunately none of these initiatives ever came to 
fruition.   

BearingPoint advisors were tasked with a financial assessment of the thirty-three state owned 
enterprises that were formerly part of the military industrial complex (MIC).  The advisor 
developed and populated a database with comprehensive financial, operating and market 
information about MIC enterprises.  

The database captured financial information, balance sheets, and production statistics.  It 
included sales figures, information on assets, human resources, property ownership and 
information on the legal mandate of the enterprise.  All data was validated and comprehensive 
profiles were prepared.  This database is designed to serve as a pilot model for a larger database 
analyzing all of the SOEs.  The BearingPoint SOE/Privatization Advisor was demobilized in late 
January, upon completion of the MIC database. 

In addition to the work noted above, BearingPoint staff also advised the CPA on: 

 Procedures needed to form a defense industry section within the Ministry of Industry and 
Minerals; 
 Current Iraqi enterprise law relative to the legality of liquidating enterprises; 
 SOE transformation based on the September 2003 memorandum; and 
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 Lease options for state owned enterprises including a lease template and procedures that 
have been used successfully on other USAID projects in other countries under occupation 
status (because this status poses unique constraints on handling SOEs).   

BearingPoint was prepared on a number of occasions to support the CPA with assessments of 
various enterprises and had appropriate staff ready to deploy.  But on each occasion the Team 
was not cleared to proceed.  For example:  

 In early November 2003, BearingPoint was requested by the CPA to perform detailed 
technical, legal and financial analysis of four companies in the transport and IT sector. This 
request stalled in mid-late November and the identified team was never mobilized.  
 In late November 2003, BearingPoint was requested by the CPA to perform detailed 
technical, legal and financial analysis of five companies under the Ministry of 
Transportation. This request was later rescinded in early December and the identified team 
never mobilized. 

In addition to the work directly with the Department of Private Sector Development, 
BearingPoint has been engaged in significant work in other state-owned enterprises tied to the 
financial sector, specifically banking and insurance. This work is described in detail under the 
Activities of “Commercial Bank Strengthening”, “Insurance” and elsewhere in this document. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 

Review existing records/information from all sources. Completed  

Evaluate reliability of existing data sources. Completed  

Identify supplementary data needs. Completed  

Create standard collection templates. Completed  

Train and supervise local staff in data collection Completed  

Initiate and supervise on-site data collection Completed  

Create a SOE database, facilitating interactive manipulation 
of SOE data Completed  

Organize the available data in logical categories, e.g. by 
industry, critical impact on the economy and economic 
viability of the enterprise. 

Deprogrammed  

Further categorize by recommended action strategy and 
provide rationale. Deprogrammed  

Develop recommendations for economic development 
strategies and modalities for private sector participation for 
targeted state owned enterprises based on a thorough 
evaluation of the SOE data. 

Deprogrammed  
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Understand and participate in all requirements related to 
establishing the database. Deprogrammed  

Integrate existing records/information into the SOE 
database design. Deprogrammed  

Integrate supplementary data fields into the SOE database 
design. Deprogrammed  

Assist in the creation of data collection templates so data 
collected is consistent with the database design. Automate 
data input process to ensure accuracy and timeliness. 

Deprogrammed  

Select a database tool and create a database so the SOE 
data can be analyzed. Deprogrammed  

Assist in creating queries and reports for the purpose of 
data manipulation, organization, and reporting. Deprogrammed  

Train local staff in database operations, such that expatriate 
operation of system is no longer required within 3 months 
after mobilization. 

Deprogrammed  
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Jobs Creation 

Period of Performance: This activity was initiated in September 2003 and continued through 
December 2004. 

I. PURPOSE: To create a program that generated a very high number of short term jobs, 
and build capacity within the Ministry of Public Works and Municipalities to assume 
responsibility for the program in the near term.   

BearingPoint’s role during the critical start up phase of this program was to design the program; 
train Iraq staff in the central ministry and local government regions to manage the program; 
develop and execute a public outreach campaign; and monitor, guide and report on program 
results.  This work would represent the first phase in the transition of the program to the 
appropriate Iraqi Ministries, under the aegis of the Ministry of Public Works and Municipalities.  

The program reached its objectives of generating immediate employment, stability and capacity 
building.   Over the course of program the following goals were accomplished: 

 A jobs program, focused on rubble removal, park and road maintenance, and neighborhood 
beautification was designed, and a plan of execution was developed. 
 The program was launched with a combination of television and radio announcements, 
posters and public appearances of local leaders. 
 The policies and procedures to identify and approve projects, recruit and equip workers, 
supervise projects, and pay workers were developed. 
 The funding for the program was distributed equally across all governorates throughout Iraq.  
 Assistance was provided to the Ministry of Public Works to recruit and register workers, and 
procure tools and uniforms, thereby building Ministry capacity to manage the program. 
 A reporting system to measure the number of jobs generated, equipment procured, and funds 
disbursed was developed, implemented and managed. 
 In this first stage 77,000 jobs were created for a period of up to four months. (The Ministry 
of Public Works, with CPA approval altered the original goal, which was to create 100,000 
jobs for a duration of two months.) 

The absence of an interbank payment system, as well as constraints posed by the Ministry of 
Finance’s disbursement systems, necessitated a one-time disbursement of funds (to prevent 
worker unrest and riots like those experienced by other programs when paying workers was 
delayed). Although probably unavoidable, this one-time disbursement was an inherent weakness 
in the program. The process limited our ability to manage disbursements more tightly against 
performance indicators, and to move funds between governorates.  It is yet another example of 
the critical need to develop a well-functioning interbank payments system for Iraq. 
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II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Assist and advise the CPA Program Manager with the 
oversight, management and reporting requirements of the 
$300K Program. 

Completed   
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UTILITIES AND REGULATORY SECTOR 
 
 

Establishing an Independent Electricity Regulatory Agency 

Period of Performance: This activity was initiated in April 2004 and continued through June 
2004 

PURPOSE: To develop the legal framework and enabling legislation to create an 
independent regulatory agency for the electricity sector. Once the agency is established the 
emphasis shifts to: the selection and appointment of Commissioners; the selection and 
training of staff; and the development and implementation of operating policies and 
procedures including secondary rules and regulations, and financial management systems.  

In the short three months of this assignment, the primary legislation to establish an independent 
regulator (Electricity Regulatory Commission or ERC) was drafted and key stakeholders from 
the government and the sector were widely consulted. Significant progress was made in defining 
the institutional structure, regulatory procedures, processes and organizational staffing.  Some 
progress was also made on some of the more critical pieces of secondary legislation.  Much more 
work will be required on these regulations once the primary law is adopted and the agency is 
established.   

The advisors were able to forge significant consensus with key counterparts in the Ministry and 
other actors in the sector about the need for an independent regulator and a more market-oriented 
sector. The draft law was not passed before the transition to the Interim Iraqi government so 
therefore is on hold until at after the elections in January 2005. A recommendation was made to 
establish an interim regulator within the Ministry of Electricity (MoE) until the independent 
agency is legislated.   

The advantage of this approach is that work to establish the interim agency can begin 
immediately. The drawback is the danger that the regulator would remain in the Ministry and 
would never become independent.  A decision on which approach to take will contour future 
technical assistance.  If, for example, the decision is made to wait for the draft law to be 
promulgated, then near term work should be limited to policy formulation and advocacy.  

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Establish a working group comprised of a cross-section of 
stakeholders from the Electricity sector.  Completed  

Examine the existing legal framework as it relates to the 
operation and governance of public utilities including a 
comprehensive review of background documents. 

Completed  
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Develop the policy parameters of an independent 
regulatory framework. Completed  

Develop the primary legislation to enable the 
establishment of an independent regulatory agency. Completed  

Develop secondary legislation for the Regulatory Agency In Progress   
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Electricity Commission - Institutional Development 

Period of Performance:  This activity was initiated in October 2003 and continued through early 
June 2004.   

I. PURPOSE:  To provide assistance to the Ministry of Electricity in order to increase the 
commercial viability of the state owned Electricity Company and position its components, 
generation, transmission and distribution, for some kind of private sector participation in 
the medium term. Specific tasks include: restructuring and corportizing the enterprise; 
introducing a tariff structure based on the cost of service and long-run marginal cost of 
investment; accounting reform; implementing systems to increase billing and collection; 
implementing a new financial management information system; internal controls; and a 
new metering system. Taken together, targeted technical assistance in these areas will help 
move this sector toward the broader objective of creating a safe and reliable electricity 
supply, which should be widely available at reasonable prices.  

Part II below gives a detailed list of progress on individual tasks and deliverables.  Substantial 
progress was made in this Activity.  A new organizational structure for the enterprise was 
developed that re-consolidated the thirty-two different companies into twelve, to more closely 
resemble a rational market structure.  The restructuring was submitted to the Ministry of 
Electricity (MoE) for consideration, but the recommendations were not accepted as of the end of 
this phase of the project.   

A tremendous amount of IAS training was conducted for the budget and finance staff of the 
entire organization. A new, IAS compliant chart of accounts was introduced and MoE staff were 
in the process of mapping the FY 2004 financials into the new COA. This represents a 
significant achievement given the amount of IAS training that is necessary to map old financials, 
from a non-IAS compliant regime, into the new COA. The MoE staff is completing this task with 
limited technical assistance.   

A comprehensive assessment of the new billing and collection system was completed in the Fall 
of 2003, and most of the recommendations from that assessment were implemented to restart 
billing and collection in January 2004.  In the next phase of the project, we strongly recommend 
taking billing and collection to the next level, beginning with a model billing and collection 
office that can be established as a pilot site for a customer care system, with a contemporary 
organizational structure that complies with international practices of internal control and 
accountability (e.g. separating billing and collection). Because metering is an integral part of the 
billing and collection system, conducting a nationwide metering survey is an early requirement 
in the process.  The survey instrument has been designed but not yet implemented, and we would 
recommend completing this during the early phases of a follow-on project.    

Good progress was made on establishing the cost of service, developing various tariff structure 
options, and developing a forecasting model that provides the rationale for much needed rate 
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adjustments. In the heavily subsidized Iraqi economy it is estimated that a thirty-fold increase in 
rates is needed to cover the true economic costs (O&M, capital costs and oil prices at world 
market rates).  Establishing the real cost of service and tariff model options are the first steps for 
formulating a market based energy policy, including a pricing strategy, will reduce reliance on 
large, routine transfers from the national budget. A market based pricing policy that enables 
energy companies to recover the cost of service will naturally adjust demand, and very likely 
make more oil available for export.   

Finally, it is essential to establish the operational entities of generation, transmission and 
distribution on a commercial footing, as corporations, with legal personalities that are separate 
and distinct from the Ministry of Electricity. This is the key to increasing commercial viability, 
increasing efficiency, reducing the drain these entities place on the state budget through large 
subsidies and transfers, and positioning these entities for private sector participation.  

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Assessment of the existing organizational structure of the 
Ministry of Electricity and advise on structural changes. Completed  

Assessment of management control, reporting 
relationships, and resources available.  Completed  

A strategy for rationalizing employment staffing. Completed  

An analysis of a human resources function of monitoring 
and evaluation practices and procedures.  Completed  

Assessment of training needs.  Completed  

Recommend structural changes to the organization 
structure. Completed  

Review of reporting functions as they relate to accounting, 
financial and budgeting systems and procedures. Review 
financial records such as annual reports, budgets, interim 
reports, management reports, and audited statements.  

Completed  

Assess control functions with a focus on increasing 
accounting and financial control. Examine adequacy of the 
current systems covering asset control and recording, 
accounts payable procedures and inventory control.  

Completed  

Assessment of billing and collection.   Completed  

Recommendations for restarting Billing and collections.  Completed  

Bill distribution at a rate of 25% of prewar levels. Completed  

Assess alternative automated billing and collection 
systems operational in the Iraqi environment. Completed  

Design a billing and collection process that could be 
successfully implemented in Iraq. Completed  

A new Billing and collection system is defined and tender 
documents are developed. Completed  

Documented Billing and collection process improvements.  Completed  
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Published locations and hours of operation for the Collection 
Centers. In Progress   

Design a Pilot for modern, secured and equipped Collection 
Center. Completed   

Establish a modern, secured and equipped Collection 
Center. In Progress 

Based on a developed Model, 
currently being established by the 
Ministry of Electricity 

Developed a questionnaire to assess metering and 
customer information.  Completed  

Aged the outstanding debt schedule. Completed  

An Executive Working Group formed to discuss, adopt 
and champion reforms.  Completed  

Three Sub-committees formed: IAS reform, Tariff and Cost 
of Service, and IT group.   Completed  

A presentation of the core objectives of the Executive 
working group(s) was presented to an audience of 70+ 
financial managers and executives.  

Completed  

30 training sessions with a total of 225 participants have 
been conducted.  Topics covered: Corporate Governance, 
Code of Ethics, Code of Conduct, (all procedures written in 
Arabic), Implementation and adoption of the new Chart of 
Accounts, Internal Control, (procedures written in Arabic), 
Public Relations Campaign, and Tariffs and Budget.  

Completed  

Conducted three Ministry wide Leadership report 
presentations, to update leadership on the progress of the 
project. Each session was attended by all Directors 
Generals, heads of all financial, economic, planning and 
technical departments. Over 291 representatives attended 
these sessions  from South, North, Middle regions, and 
Ministry Headquarters.  

Completed  

Formed two additional committees for Re-organization and 
Regulatory Reform.  Completed   

Financial staff are trained and able to apply seven IAS 
standards. Over 172 Professionals have been trained in ten 
weeks on the International Accounting Standards # 1, 37, 
10,14, 34, 7 and 11. Each participant took and passed a 
quiz at the end of each training session. 

Completed  

FY 2003 financials are recast in IAS consistent format. 
All available financial statements, for the Ministry and 
Companies, including Trial balance, Balance sheet and 
Income Statement presented in two formats, one that is in 
compliance with the current accounting practices and second 
that is in compliance with the IAS standards. The program is 
developed in Excel and resides at the Ministry of Electricity.  

Completed  

As the data for FY 2004 financials finalized it will be 
automatically recast in IAS compliant format, for the 
Ministry and Companies. The program for converting the 
data is developed in Excel, professional staff is trained on 
the use of the program, and the program resides at the 
Ministry of Electricity.  

Completed  

Internal controls that strengthen accounting and auditing 
process implemented. Codes of Conduct and Ethics in 
Arabic are complete and presented to the Executive 
Working Group. 

Completed  
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Procedures have been developed and implemented to 
improve internal controls for cash receipts.  Completed   

Executive Working Group unanimously approved 
implementation of the new Chart of Accounts (COA), in 
compliance with the IAS.  

Completed   

A Chart of Account is revised and adopted with a 
separation of accounts for Ministry and commercial activities. 
Mapping of the new Chart of Accounts is complete. 

Completed  

Senior management trained and fully capable of establishing 
the FY 2005 budget parameters, within which the FY 2005 
budget will be planned, approved and executed.  

Completed  

Budget planning processes are established and 
formalized, and staff are trained on budget planning 
procedures and methodology.  

Completed  

Integrated Financial Planning paper on budget planning 
process is completed and presented to Executive Working 
Group.   

Completed  

Provided assistance on identifying the size of the budget gap 
for CY 04, and obtaining MoF concurrence for an additional 
allocation.    

Completed   

Contributed to the CPA/MOE submission for supplemental 
budget spending in the electricity sector.  Completed   

Conducted 4 hands –on work sessions with accounting 
and budgeting departments staff on the current and future 
processes of budgeting and its effects on operational and 
capital cash flow projections.  

Completed  

Describe the functions and deliverables of the required EMIS 
for the Electricity SOEs. Completed  

Specify the overall necessary architecture required for an 
EMIS system for the Electricity SOEs in Iraq. Completed  

Specify the necessary hardware and software required for 
the EMIS. Completed  

Specify necessary degree of training to be included in the 
EMIS offer. Completed  

A metering study is completed from which a pilot program 
is designed.  Completed  

Metering Questionnaire is designed and sent out to all 7 
Distribution Companies. In Progress  

Designed Technical tender for procurement of meters.  Completed  

Recommended Pilot program on pre-paid meters. Completed   

A statistically significant study is developed and completed to 
define the hours of electricity provided and consumed, by 
neighborhood, in greater Baghdad.  

Completed   

Assessment of cost of service and existing tariffs. Completed  

Recommended changes for future cost of service and tariff 
design. Completed  

Developed fully allocated cost of service study.  Completed  

Completed Cost of Service study based on FY 2002 actual 
numbers.  Completed  

Completed Cost of Service study for projected Budget year 
2004.  Completed  

 
 ©2004 BearingPoint, Inc. 

 



USAID Contract No. RAN-C-00-03-00043-00 
Completion Report 
30 November 2004  
 
 

 

Page 74 of 105 

Calculated impact of including collection of financing capital 
costs in Tariffs.  Completed  

Calculated impact of full fuel liberalization on Tariffs for 
Budget year 2004.  Completed  

Rate analysis.  Completed  

A strategy for cost analysis and rate base has been 
developed and a cost of service model and the principles of 
a tariff model were developed and agreed upon by the CPA 
and Ministry.   

Completed  

Tariff models are built with a rate design based on cost 
recovery, LRMC, proper pricing signals, and investment and 
customer initiatives.  

Completed  

Ministry staff are trained on rationale and mechanics of 
developing and maintaining cost recovery tariffs.  Completed  

Selected Ministry staff are trained on the methodology 
and principles of developing tariffs using the model.    Completed  

Ministry staff are trained on cost allocation methodologies Completed  

Separated generation and transmission costs to allow for 
future privatization. Completed  

Created policy papers on design of Tariffs and Cost of 
Service issues. Completed  
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Electricity Commission - Master Plan Development 

Period of Performance: This activity was initiated in October 2003 and continued through June 
2004.  

I. PURPOSE:  To provide technical assistance to the Electricity Commission aimed at 
development of an Electricity Master Plan (including a system stability study) for the 
country.  This plan will be the basis for investment decisions regarding the development of 
electricity generation and transmission for the period 2003 –2010. 

In June 2004 a final report for the 2003 – 2010 Master Plan of the Iraqi power sector was 
completed and presented to the Ministry of Electricity (MOE).  This plan documents the 
investment required to meet future electric demand and the underlying analytical basis and 
related recommendations for improving reliability.  A more complete description of other 
deliverables related to this Master Plan is discussed below (and the 1,500 page document that 
comprises the Master Plan was delivered to USAID and other interested parties in June 2004 
electronically and in hard copy, and is available on the portal).   

The principle future tasks related to the master plan involve training staff on the skills required to 
update and maintain the master plan and forecasting model. Unless the master plan is kept up to 
date, it will quickly become a dated tool.  Training is most needed in: demand forecasting; 
generation technology options; reliability analysis; screening analysis; and production 
simulation.    

The most important challenge, and first priority, will be the identification of a group to be 
trained, which will have the responsibility for the updating function.  This should probably be a 
sectoral investment-planning group within the MOE. 

More generally, other long-term needs include: 

 Start the phased replacement of liquid fuels in existing plants with natural gas as supplies 
become available. 
 Procure distribution, transmission, and generation planning software, computers and 
peripherals, and training for the Ministry of Electricity. 
 Develop a more comprehensive data base on potential new hydro plans 
 Institutionalize the yearly review and update of the Master Plan. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Interim and final reports for the 2003-2010 Master Plan for 
Iraqi power sector, documenting the least cost investments 
to meet future electric demand reliably, the underlying 

Completed  
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analytical basis and related recommendations for improving 
reliability. 

Training program for Iraqi specialists conducted in Amman. Completed  

Software packages such as the industry leading PSS/E 
product and other analytical tools such as TPLAN, MUST, 
ODMS and TAI. 

Completed  

A generation expansion plan.  Completed  

Demand forecast.  Completed  

Resource options (potential new power plants) for 
generation expansion.  Completed  

A transmission expansion plan.  Completed  

Transmission substation load forecast for 2004 – 2008.   Completed  

Transmission system load flow studies for summer 2004.   Completed  

Recommendations for improving distribution system 
maintenance, reliability, and reducing technical losses is 
completed.  

Completed  

Least cost plan for fuel supply for power plants is 
completed.  Completed  

Fuel supply plan for natural gas development. Completed  

Electricity Master Plan for Iraq.  Completed  

CPA initiative to increase generation for summer of 2004.  Completed  

CPA initiative to prioritize projects in November.   Completed  
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Establishing a Telecommunications Regulatory Structure 
 
Period of Performance:  This activity was initiated in March 2004 and continued through June 
2004.  
 
I. PURPOSE:  To establish an independent regulator (The Iraq Communications and 
Media Commission - ICMC) that will regulate activities and arbitrate issues among private 
and public telecommunications, media and information firms in Iraq.  This regulatory 
oversight becomes particularly important as the state-owned telecommunication enterprise 
is unbundled and/or commercialized, and new market entrants emerge.   
 
Some important achievements have been made in a short timeframe. While detailed deliverables 
are outlined in Part II below, in addition to developing the draft of the basic regulatory order, 
BearingPoint also contributed by assisting with the creation of: 
 
 A comprehensive statement of the Iraqi communications policy; 
 A draft Communications and Media Law; 
 Drafts of ICMC procedural regulations; 
 Draft chapters of major substantive regulations for ICMC; 
 Position descriptions drafts for ICMC’s principal staff positions; and 
 A proposed Training and Staffing Plan. 

 
Further technical assistance should focus on the institutional consolidation of ICMC.  This would 
involve assistance to the counterpart in recruiting qualified staff; implementation of an on-site 
training curriculum; and development of a strategy for the eventual adoption of a permanent law.   
 
To assist in the training of ICMC staff and to promote public awareness and support for the 
ICMC, Dr. Siyamend Othman, CEO of the ICMC, has proposed the establishment of an 
Information and Communications Technology (ICTC) Center of Excellence.  The center could 
host industry events and trade shows, for example, to promote the mission of the ICMC.  It is an 
idea that should be explored further and supported. 
 
II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 
 

TASK DELIVERABLE STATUS COMMENT 
Define policy and regulatory parameters that need to be 
reformed or put in place; and establish a process for 
debating, deciding and implementing policy reforms. 

Completed  

Develop a comprehensive strategy and implementation 
plan for establishing the operations of the regulatory agency, 
the newly formed Iraqi Communications and Media 
Commission.   Included in the strategy will be the 
organizational framework, required resources, staffing, etc. 

Completed  
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Draft the enabling legislation for telecommunications 
oversight in coordination with and for review by CPA-MOC 
staff. 

Completed  

Draft and develop, in coordination with CPA-MOC staff, a 
draft statue, and bylaws, rules, internal regulations, 
management and operating policies and procedures for the 
regulatory Agency operation. 

Completed  

Draft and develop, in coordination with CPA-MOC staff, 
proposed rules and regulations (also referred to as 
service rules or codes of practice), in coordination with CPA-
MOC staff, to include for example, detailed regulatory 
procedures and frequency plans that will govern ICMC 
operations. 

Completed  

Draft and incorporate comments on needed sector-specific 
laws. Completed  

Review relevant “best practices” in the field of supervision of 
financial accountability and oversight of human resources 
development (HRD). Assist the regulator and Ministry in the 
implementation of these corporate governance procedures. 

Completed  

Describe positions to be filled, qualifications of individuals, 
position descriptions, etc. Completed  

Develop and conduct training programs including 
offshore activities to introduce key counterparts to public 
utilities regulatory processes, mechanics, and framework. 
Provide technical assistance and training in the development 
of core policy documents. 

Completed  

Develop Agency rules of procedure and “market design” 
parameters. Completed  

Develop licensing regulation and draft licenses for each 
telecommunications sector.  Completed  
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Ministry of Communications - Master Plan 
 
Period of Performance:  This activity was initiated in March and continued through June 2004.  
 
I. PURPOSE:  To develop a comprehensive Master Plan for the Information and 
Communications Technology (ICT) infrastructure in Iraq.  The Master Plan will provide 
guidance for decisions about policy, regulation and reconstruction.  Importantly, the 
Master Plan will guide both policy makers and potential investors in decisions about 
private sector participation. 
 
In the limited time available the Advisory Team was not able to complete the Master Plan in-
country, but did make some notable progress on both this and kindred activities.  An outline was 
developed, and many interviews were held with stakeholders.  The BearingPoint Team 
completed an assessment of the current Information and Communications Technology 
infrastructure, and five-year demand projections that factor in social, cultural, demographic, 
economic and political variables, and their impact on demand, and the capabilities of the 
infrastructure. The outcome of these two elements was the basis of a gap analysis that identifies 
improvements required to the ICT infrastructure to meet five-year demand projections. 
 
Future technical assistance should expand the scope of the Master Plan beyond its focus on voice 
communication.  It is precisely in these other ICT areas (here lumped together as broadband 
applications) where infrastructure constraints are most likely to surface.  For example, the area of 
data transmission services aimed at private and public sector users will undoubtedly require 
specialized product development and probably new service providers. In the absence of rapid 
broadband wireless technology, the wired infrastructure will need to expand to meet these needs.  
Also, the needs of government, the internet, education, health care and private sector users will 
require a more in-depth examination under further technical assistance programs. 
 
II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 
 

TASK DELIVERABLE STATUS COMMENT 
Establish an ICT sector advisory board for ongoing 
coordination, guidance, and validation of results. Completed  

Develop an assessment of the current Iraqi 
Communications Technologies (ICT) infrastructure including 
wire-line voice, wireless voice, data, and other assets. This 
will be based on assessments already completed, 
information provided by communication infrastructure 
contractors on completed, ongoing, and planned projects, 
and information provided by the ITPC. 

Completed  

Develop 5-year demand projections for ICT infrastructure 
that account for social, cultural, demographic, economic and 
political factors that will impact demand. 

Completed  

Develop a 5-year vision for the ICT sector that accounts for 
social, cultural, demographic, economic and political factors.  
Present this vision with the supporting demand projections to 
the IMIC, CPA, and the ICT sector Advisory Board for 

Completed  
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approval and adoption. 

Develop a “gap analysis” that identifies the improvements 
required to the ICT infrastructure to meet 5-year demand. Completed  

Develop a Master Plan of the Iraqi ICT infrastructure, 
including current state and potential future state(s).   In Progress  

Begin translation of the master plan from English to Arabic. In Progress 
Process has started with 
elements of the plan being 
translated as they are completed. 
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Institutional Strengthening Iraq Telecommunications Commission (ITPC) & 
Ministry of Communications   

 
Period of Performance:  This activity was initiated in March 2004 and continued through early 
June 2004.  
 
I. PURPOSE: To develop a comprehensive strategy for developing Iraq’s 
telecommunications sector, including a modern market driven policy framework, and 
institutional strengthening and capacity building of the ministries and state owned 
enterprises operating in the sector. The Activity has two components: 
 
 Technical assistance to increase the commercial viability of the vertically integrated 
state owned Telecommunications Company, Iraq Telecommunications and Postal 
Commission. (ITPC).  The point of the assistance is to level the playing field by 
eliminating state subsidies, and position the enterprise for private sector participation; 
and 
 Technical assistance to the Ministry of Communications to develop sectoral policies in 
an environment moving towards rapid expansion, regulatory oversight and private 
sector participation. 

 
Iraq Telecommunications and Postal Commission: Within the limited time available a strategic 
assessment of the ITPC was finished; existing financial accounts were mapped into an IAS 
consistent format, and a new organizational structure for IPTC was developed and proposed. Our 
recommendations included unbundling the postal service from telecommunications, and further 
unbundling telecommunications into four separate entities. When the activity was concluded in 
May, the Minister of Communications and other key stakeholders were reviewing the proposed 
restructuring, and had not yet taken a decision.     
 
Also, notable were: 
 
 The identification of $900 million in key projects for infrastructure strengthening of the 
ITPC (along with issues raised concerning financing); 
 The development of a strategic vision for the ITPC, which was used for their first major 
joint operating agreement for a market, based project – the international zone. 
 The Company’s network expansion plans were validated, contributing to a capital 
investment plan for supplemental appropriate funds. 

 
Because of the limited amount of time available to work on this activity, most of the ITPC 
restructuring and strengthening activities were in the planning and design stage as of June 2004.  
The next step will be to implement the plans. Two priority areas will be to establish the new 
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telecommunications entities on commercial footing with independent legal personalities, and to 
improve the financial management and internal controls of the new enterprises.  
These actions will establish a level playing field able to attract new market entrants and wherein 
the NEWCOs can effectively compete with them, or be purchased and restructured by an 
investor.  In either case, the NEWCOs need to be positioned to stand on their own, without large 
transfers from the state budget.   
 
Ministry of Communications:  The Team identified several important issues in moving forward 
with sectoral policy.   
 
 Curtailing the broad powers granted ICMC by the CPA, which includes both regulatory and 
policy-making capacity.  
 Developing a formal policy analysis and formulation capacity within the Ministry of 
Communications. That capacity needs to compliment a long-term investment planning 
function independent of any particular operator, including the ITPC.  Such a sectoral 
planning group would be a natural counterpart to future project funded master planning 
activities and would ideally be housed in the Ministry of Communications.  

 
II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 
 

TASK DELIVERABLE STATUS COMMENT 
Assess ITPC’s current operations, infrastructure, assets, 
financial and accounting capabilities, and organization 
structure.  Develop strategies for un-bundling MOC and 
ITPC, functional un-bundling of ITPC, and strengthening 
and restructuring of ITPC with the goal of commercial 
viability; deliver assessment. 

Completed  

Develop a plan to implement the ITPC un-bundling and 
institutional strengthening strategy including a “road map” 
to achieve rapid, measurable improvements. 

Completed  

Establish specific performance indicators based on 
international best practices for ITPC operations, including 
capacity utilization (staff & switching), conversion from 
analog to digital, billing accuracy, improved collections and 
accounts receivable tracking, international settlements 
accuracy, transparency of inventory control. 

Completed  

Develop a management model and organization 
structure for the restructured ITPC and MOC that is 
consistent with best practices for a modern 
telecommunications company and develop position 
descriptions for key management positions under the new 
model. 

In Progress  

Identify staff in the organization that have the potential for 
filling key management positions identified and develop 
customized training plans that will assist them assume 
the responsibilities of their new roles. 

Completed  

Review available ITPC financial information for CY 2003 
and YTD 2004 and develop recommendations for 
restating CY 2003 financials in IAS compliant format; 
producing CY 2004 financials in IAS compliant format; 

In Progress 
Working with CPA-MOC to 
develop budget plans. Much of 
data not available due to war 
damage or reluctant Ministry 
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and un-bundling ITPC financials per the strategy developed 
as part of the assessment.  Establish an IAS compliant 
Chart of Accounts for CY 2004. 

officials 

Assist ITPC develop an operating and capital investment 
program budget for CYs 2004/2005 and identify candidate 
projects for capital investment. 

In Progress 
Identified 22 capital budget 
projects, working with John 
Weaver and Bill Keller on capital 
- no operating figures available 

Develop best practice, operating and capital 
investment budget processes which integrate cost 
accounting and reporting, incorporate IAS as applicable, 
and can take advantage of financial management systems, 
when implemented.  These best practices are presented to 
senior management for approval and adoption. 

In Progress  

Train key budget and finance staff on IAS and new budget 
processes through a combination of classroom and on-the-
job training. (A minimum of 5 in each area). 

Completed  

Develop the business requirements for a new core 
Financial Information Management System, and develop an 
implementation strategy that identifies the organizational, 
structural, and process challenges. 

Deprogrammed  

Review billing and collection processes, and develop 
recommendations to increase compliance through better 
practices. 

Completed   

Develop the business requirements for a new provisioning/ 
billing /customer care system (Operational Support 
System – OSS), and develop an implementation strategy 
that identifies the organizational, structural, and process 
challenges. 

Completed  

Assist ITPC develop a network build-out strategy that 
addresses upgrades to current assets, network expansion, 
interconnectivity, and migration to digital technology in 
context of the communications sector master plan. 

Completed  
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SPECIAL PROJECTS 
 

 
Iraqi Currency Exchange (Project Management) 

Period of Performance:  This activity was initiated in August 2003 and concluded in February 
2004.  

I. PURPOSE:  This technical assistance includes the distribution of 2000 tons of new 
Dinars (2 billion notes) and the collection and destruction of an estimated 3000 tons of old 
Iraqi Dinars (3.5 billion notes) 

This currency conversion, alongside the other work BearingPoint has done to implement and 
train staff for the development of the currency auction market at the Central Bank of Iraq (see 
Financial Sector for more information) has been an important contribution towards the 
establishment of a stable currency in Iraq.   And, in turn, the stability of the currency since the 
conversion is one of the economic success stories in the larger USAID program of technical 
assistance to Iraq. 

The principal objective of the Iraqi Currency Exchange (ICE) Program was to replace the 
previous Iraqi currency, consisting of Saddam era Dinars used in most of the nation and “Swiss 
Dinars” used in the Kurdish controlled northern governates with a supply of one new national 
Iraqi Dinar for the whole nation.  This program was key to establishing control over the money 
supply by eliminating the supply of illegal counterfeit currency being produced using forged and 
stolen plates, and to removing Saddam Hussein’s image from the national money supply. 

The CPA Ministry of Finance and the Central Bank of Iraq arranged for the supply of new Iraqi 
currency to be printed in England and transported to Baghdad in the equivalent of twenty-seven 
747 cargo shipments of approximately 80-90 tons each.  The operations team established three 
regional hubs throughout Iraq to manage the physical distribution of the new currency and the 
collection of the old.   

Exchange operations were carried out during the designated three-month exchange period at 242 
locations.  Prior to the commencement of the exchange period, a bank training team was 
established and it conducted a series of training programs in four locations to familiarize Iraqi 
exchange bank branch staff and auditors with the currency exchange process and reporting 
procedures.  Over a thousand people participated in these training sessions.     

In spite of numerous security, logistics, and management challenges, the ICE operations team 
completed its assigned tasks on time and on budget.  In a 5 ½ month period, the team established 
a management and operational structure for the program. This included acquisition of all 
logistics support infrastructure and mobilization of about 700 personnel located at three regional 
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hub operations, facilities for currency storage, systems for tracking currency distribution, training 
bank staff, developing reporting systems, managing staff and subcontractors, and dealing with 
difficult issues such as life support and security.  Specifically, the team: 

 Successfully distributed approximately 6.38 trillion in New Iraqi Dinars to 242 exchange 
sites and Central Bank locations throughout Iraq. 
 Trained over 1000 bank staff and auditors in exchange and reporting procedures. 
 Collected 13,000 tons in old Iraqi Dinars from the exchange sites and Central Bank and 
supported its destruction process. 
 Provided timely reporting of project results, assets, and expenditures and closed out the 
project on time and on budget.   

There were several lessons learned from this experience: 

Leadership, operational management: 

 Strategic leadership from Central Bank of Iraq and the CPA Ministry of Finance could have 
been involved in more of the key decision-making issues directly affecting operational 
activities, i.e., improvement in communication and synchronization of actions of state 
owned Rafidain and Rasheed banks, with ICE planning activities. 

 
 Operational program leadership from CPA-MOF and contractor USAID/BearingPoint at 
ICE Operations Headquarters was well coordinated, but communications with other CPA 
ministries required substantial interaction, such as the Ministry of Interior (MOI).  
Communication and coordination would have been more effective if the MOI had been more 
closely integrated into the ICE program. 

Information and communication infrastructure:   

 Complex economic governance programs such as the ICE require that an adequate 
information and telecommunications infrastructure be available.  Communications 
capabilities among ICE operations entities was reasonably effective; however, between ICE 
and banking entities or even between banking units was frequently problematic, due to the 
destruction of the civilian telecommunications infrastructure by the war and its aftermath.   

Life Support for remote operational locations: 

 Should not be delegated to a third party provider whose personnel are not directly 
responsible for the operational effectiveness and efficiency of a specific location.  Since 
delegation was necessary in this circumstance, it probably should have been in the form of a 
subcontract to a primary contractor to assure improved accountability and control of results. 
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Additionally, a lack of direct control over life support issues can have deleterious effects on 
morale of personnel. 

Active and direct involvement by local nationals: 

 Support the active involvement and daily participation of key local nationals, that directly 
participate at various operational levels, so they will accept “ownership” of the process and 
activities that will benefit their country. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Perform contractor invoice verification and prepare 
payment authorization documentation. Completed  

Consolidate field data. Completed  

Develop consolidated field analysis statistical reports. Completed  

Prepare presentation material for briefings. Completed  

Develop exchange site distribution load plan. Completed  

Develop and maintain an issue-tracking log. Completed  

Facilitate the development of a risk mitigation plan. Completed  

Provide a daily project status report tracking schedule, 
cost, and performance against the plan. Completed  

Collect daily individual currency exchange sites data at the 
distribution hubs. Completed  

Provide a hub daily project status report. Completed  
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Government-Wide IT Strategy 

Period of Performance: This activity was initiated in March 2004 and concluded in May 2004.  

I. PURPOSE:  The objective is to assist the Ministry of Transportation and 
Communication in creating an integrated Information Technology (IT) Strategy for the 
Government and Ministries of Iraq.  

This strategy will be the basis for developing the capacity for Iraqi Ministries to provide essential 
services utilizing computer systems and automation.  Over a longer timeframe this work will 
streamline government services and processes by utilizing integrated information management 
systems and technology. 

In early May 2004, BearingPoint presented a high-level IT Strategic Plan to the Minister of 
Communications and to the Minister of Science and Technology.  Accompanying the strategy 
was an assessment of key Ministries current automation capacity and enterprise technology 
requirements.  The assessment produced 10 quick-win recommendations relative to the 
immediate IT requirements needed to support the new Iraqi government. These 
recommendations have been generally accepted and are in various stages of 
implementation.  The recommendations provide the fundamentals for establishing a 
foundational IT baseline to support the ongoing evolution of the IT needs of Iraq. 

The key recommendation was the establishment of a National Chief Information Officer (CIO) 
Office and appointment of a CIO as well as a CIO Council with representation from each Iraqi 
Ministry. In order to provide the new CIO and the members of the CIO Council with a tool for 
their new position BearingPoint created the Iraqi Chief Information Officer (CIO) Handbook.  
The 600-page handbook provides the Iraqi government with key IT reference models such as an 
IT Enterprise Architecture planning framework, a Technical Reference Model, an IT Investment 
Management Process, as well as a Strategic Planning process.  This handbook provides the 
fundamental knowledge that is required of the CIO and will be the basis of future capacity 
building training sessions for the Iraqis. 

The next immediate steps include the development and institutionalization of the CIO concept 
and organizational structure.  The first step will provide the new CIOs with classroom training on 
the various aspects of their new roles.  This will be followed by the creation of a long-term IT 
Strategy and IT budget planning process for funding the IT structure in collaboration with a 
Council of Chief Information Officers from the Ministries.   

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 

High-Level Current Automation Capabilities Assessment. Completed  
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Critical Information Technology Requirements.  Completed  

Information Technology Enterprise Architecture Planning 
Framework.  Completed  

MoTC FY03 Supplemental Budget Submission Review.  Completed  

High-Level IT Strategic Plan. Completed  
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National Economic Survey of Iraq 

Period of Performance:  This activity was initiated in April 2004 and concluded in July 2004.  

I. PURPOSE:  To design survey instruments necessary for conducting a National Economic 
Survey of Iraq (NESI) in eighteen sectors, and train Iraqi economists on how to execute the 
survey. 2   The resulting data is urgently needed for macroeconomic and sectoral policy 
formulation.  A secondary objective is to eventually evolve the NESI into an economic think 
tank, employing the Iraqi economists engaged to conduct the initial surveys.    

The NESI was a substantial undertaking over a relatively limited period of time.  Field staff 
consisted of approximately twenty Iraqi economists who supervised 32 researchers. In 
formulating the overall survey approach templates were developed with detailed outlines of 
issues to be addressed and data to be collected.  These templates were developed through 
collaboration between NESI staff, CPA Advisors (and their successors) and Ministry Officials 

Another important aspect of the work was a summary of criteria for prioritizing sectors and 
recommendations of priority sectors.  Criteria for prioritizing included the assessment of the 
sector’s contribution to long-term generation of employment and GDP (for example, agriculture, 
housing, and construction).  A second factor, however, was the potential for rapid improvement 
in a sector’s performance through public works programs. (For example, electricity and water 
utilities direly need renovated distribution systems, which are possible through public works 
programs.) 

By the end of the Activity, templates (including questionnaires) were ready for fieldwork in the 
sectors of agriculture, petroleum, housing and construction, electrical utilities, water utilities, and 
price surveys.  Additionally, procedures were in place for data collection.  This included 
procedures to utilize information from the Central Statistical Organization and others; procedures 
to cross check and verify data; specification of new data series to be generated. Ministry 
Officials reviewed sampling and reporting templates for this data collection. 

Two NESI price surveys were conducted in late June and early July and templates were modified 
as a result of these exercises. 

Because of the longer-term objective of developing a “think tank”, training was a critical part of 
the Activity.  This intensive training for local economists took place on several levels: 

 The development of a longer-term training course for local economists; 
 The delivery of an all-day training seminar on methodology for all the local economists 
taking part in the survey work; 

                                                 
2 The redundancies with work being carried out by the Central Statistical Office were noted at the time this activity was initiated. Two important 
differences are that these surveys are sector specific and that this activity will build human capacity amongst the Iraqi economists and researchers 
employed to carry out this activity. 

 
 ©2004 BearingPoint, Inc. 

 



USAID Contract No. RAN-C-00-03-00043-00 
Completion Report 
30 November 2004  
 
 

 

Page 91 of 105 

 On-the-job training.  One example was the two, daylong review of results from the NESI 
price surveys conducted in late-June; and.   
 Weekly review and editing of submission of written reports. 

Looking ahead, both greater and closer collaboration is needed to draw Ministry and Central 
Statistics Office officials and economists into the work. Indeed, NESI could establish itself as a 
center for excellence to which government economists and others look to, not only for reliable 
statistics and analytic material, but also, eventually for policy guidance.  

II. PROGRESS ON TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Formulate the overall survey approach (both administrative 
& technical). Completed  

Summarize criteria for prioritizing sectors and 
recommending priority sectors. Completed  

Structure Templates for more than five sectors. Completed  

Develop procedures for data collection. Completed  

Train local economists. Completed  
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UN Oil-For-Food CPA Transition (South-Central) 

Period of Performance: This activity was initiated in November 2003 and concluded in June 
2004.  

I. PURPOSE:   To assist in transitioning management responsibility of the United Nations 
Oil-for-Food (OFF) program to the Coalition Provisional Authority, specifically in the 
areas of planning, program management support, logistics, analysis, database applications, 
reporting and communications.  A longer-term objective is to help the CPA in designing 
the successor program to OFF.  

The primary objective of transitioning the OFF Program from the UN to the CPA was 
accomplished. BearingPoint played a significant role in the transition, including planning and 
day-to-day operations of the Oil For Food (OFF) Coordination Center (CC), which was created 
to manage the OFF during and after the transfer of the OFF program from the United Nations 
(UN) to the Coalition Provisional Authority (CPA).  Areas impacted by BearingPoint included 
program management, training, ministry consultations, database application development, and 
logistics management.   

BearingPoint documented the “As-Is” business process flows for processing OFF prioritized 
contracts under CPA Senior Advisor Groups, working in conjunction with Iraqi Ministries.  
Processes, procedures, and applications were designed, implemented, and customized to meet the 
demands of each ministry and affect the transition of UN contracts to the authority of the CPA.  
Key processes implemented included supplier inquiry management, contract modification, letter 
of credit amendments, shipment verification at borders and hubs, transportation/security 
requests, and payment authorization.   BearingPoint worked closely with both CPA and OFF 
Center leadership in the development of UN agency transition plans.   BearingPoint advisors 
assisted management in developing process flows, project plans, presentations, and key 
recommendations in the development of center policies, processes, and practices. 

After the transfer of the program from the UN was completed the CPA made the decision that 
there would not be a successor program to the OFF program.  They decided that after the 
transition to Iraqi sovereignty, each individual Ministry would assume the OFF processes that 
had been developed by BearingPoint and that the contract authority would transfer to them.  
BearingPoint advisors were instrumental in conducting capacity building with their respective 
ministry counterparts.  This effort involved the transfer of expertise in the areas of procurement, 
contract management, computer and communications, and general business practices and ethics.  

Ministerial advisors also spent a significant amount of time discussing best practices in 
negotiation tactics, operations, logistics, and organizational management. Additionally, 
BearingPoint Ministerial advisors trained their Iraqi counterparts in a variety of business, 
computer, and communication areas.   
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It should be noted that one of the most significant and unexpected challenges of administering 
the OFF program was corruption.  Bribery was a standard mode of operations for many suppliers 
and ministry employees when processing Oil for Food contracts.  The CPA endeavored to create 
business procedures that could curtail opportunities for corruption.  However, when the program 
is fully transitioned to the Iraqi Ministries, the onus will be placed on the Ministries to maintain 
business practices that are corruption-free.  

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Support and assist the CPA in the initial planning and 
operations of the CPA OFF Transition Office. Completed  

Support and assist the CPA MOT in the initial planning and 
operations of the CPA MOT OFF Operations Center. Completed  

Support the development of UN agency transition plans. Completed  

Provide resources as required in planning, program 
management support, logistics, analysis, database 
applications, reporting and communications to support the 
operations of the CPA OFF Transition Office and the CPA 
MOT OFF Operations center. 

Completed  

Support and assist the CPA OFF Transition Office in the 
execution of the UN agency transition plans. Completed  
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UN Oil-For-Food CPA Transition (North) 

Period of Performance: This activity was initiated in January 2004 and concluded in June 2004.  

I. PURPOSE:  The near term objective is to strengthen the capacity of Iraqi counterparts 
to administer contracts, administer public procurements and execute financial oversight, 
audit and control over existing contracts and future public procurements. 

A secondary objective is institutional strengthening and capacity building within each 
sectoral ministry to plan and manage capital programs including: project management and 
planning, procurement, project control, contract administration, financial management, 
audit, and information technology. 

The near-term objective was completely fulfilled.  The KRG Ministries of Agriculture, 
Electricity, Telecommunications, Water and Sanitation, and Housing and Construction staffs are 
fully trained and capable of planning and executing capital programs within their sectors. 
Counterparts within the OPC are fully trained in financial oversight and control.  Private sector 
activities are now carried out by the private sector.  Moreover, 40 percent of all projects were 
restarted by July 2004. 

Important steps have been taken towards the achievement of the broader, longer-term objective 
of institutional strengthening and capacity building.  For example, local government spending 
agencies and the local branch of Ministry of Finance are carrying out capital program and 
recurrent budget planning in accordance with the principles of sound public finance. Moreover, 
the Ministry if Finance is issuing instructions on budget and fiscal processes.  The KRG sectoral 
ministries are now able to plan capital programs to achieve sectoral policies that are consistent 
with national government policy. 

The next steps in institutional development are for the KRG to establish a central planning entity 
to coordinate capital planning regionally; for the KRG to establish a central budgeting capacity, 
which would tie into the Baghdad efforts; and for the ministries to continue the development of 
project planning and management skills within their staffs. 

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
KRG ministries of Agriculture, Electricity, 
Telecommunications and Water and Sanitation are fully 
trained and capable of planning and executing capital 
programs within their sectors. 

Completed  

Counterparts within the OPC are fully trained on financial 
oversight and control of contracts administration. Completed  

All projects have been successfully executed. Completed  
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KRG sectoral ministries are able to plan capital programs to 
achieve sectoral policies that are consistent with national 
government policy. 

Completed  

Private sector activities are carried out by the private 
sector. Completed  

Capital program and recurrent budget planning is carried 
out by local government spending agencies and the local 
Ministry of Finance in accordance with the principles of 
sound public finance and budget instructions and 
processes as issued by the Ministry of Finance (Baghdad). 

Completed  
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Capacity Building - OFF Contracts & Material Management (Electricity) 

Period of Performance: This activity was initiated in January 2004 and concluded in May 2004.  

I. PURPOSE:  The objective is to assist the Ministry of Electricity in strengthening its 
planning, procurement management, contract negotiation, inventory and logistics capacity 
so that it can assume management responsibility for the numerous Oil-For-Food (OFF) 
purchase orders and contracts being transferred under the UNDP program. 

The program was transferred from Bechtel on January 31, 2004.  Within three months, Ministry 
staff was trained and able to assume responsibility for the program.   

During the course of BearingPoint’s technical assistance an estimated $500 million of remaining 
contracts were executed on time and on budget.  Thus, there was an uninterrupted flow of 
electricity goods and services purchased under the OFF program.  

However, an important outstanding issue remains in that there is insufficient data on shipped 
goods.  An accurate study of the value and contents of the actual shipped inventory from the free 
trade zones, or those shipped directly from the vendor, is impossible.  There is inefficient 
inventory management in addition to unreliable shipping data.  Thus, over a longer period of 
time, there will be a need to create inventory and warehouse management processes and 
procedures, as well as implementation of an inventory and warehouse management system.   

II. PROGRESS ON SPECIFIC TASKS AND DELIVERABLES 

TASK DELIVERABLE STATUS COMMENT 
Document all CPA/Bechtel activities in support of the OFF, 
electricity sector and collect all available background 
information. 

Completed   

Work alongside Bechtel to plan for and to affect a transition 
of Bechtel activities to BearingPoint staff. Completed   

Develop a plan for building ME capacity and capabilities to 
manage the OFF- Electricity sector program thru 2005.  Completed   

Manage all elements of the OFF, electricity sector program 
and the development of ME capacity – this includes tracking 
and reporting on all tasks and responding to information 
requests as needed. 

Completed  

Coordinate all elements of the OFF, electricity sector 
program with the ME and the CPA, and represent the OFF, 
electricity sector at the Joint Operations Center being 
established for OFF. 

Completed  

Build capacity within the ME to take over the OFF program 
and transition the program over to them. Completed   

Review and assess materials management processes 
employed at the FTZ locations (inspection, authentication, 
storage, shipment, etc.). 

Completed   

Review the current supply chain (including factory 
inspection, shipment scheduling, documentation, warranties, Completed   
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transportation and logistics) management strategy and plan 
and recommend improvements if appropriate. 

Implement an updated supply chain strategy if needed. Deprogrammed Not possible given the scope of 
work 

Manage the shipment of goods from the supplier to the ME 
identified destinations. Completed  

Manage with the selected freight forwarder to coordinate the 
movement of goods between FTZs, and from the FTZs to 
warehouses and end user locations in Iraq. 

Completed  

Report on all supply chain activities including all shipments 
of goods. Completed  

Manage changing priorities for materials and moving the 
same through the supply chain on a priority basis. Completed  

Train ME personnel in all supply chain activities. Completed  

Transition the management of the supply chain activities to 
ME personnel. Completed  

Compile and review all purchase orders and contracts 
including any amendments, status of current negotiations, 
and in process invoices. 

Completed   

Confirm contact points with Commodity Suppliers and 
provide interface for commercial/technical inquires/issues Completed  

Obtain status of the order (equipment shipments, payments 
and other issues). Completed  

Expedite shipments as required on an as needed basis. This 
may include travel to supplier manufacturing plant. Completed  

Attend, witness and verify critical factory testing.  Completed  
Obtain quotations and negotiate any changes to the 
Commodity required by the end user, including delivery 
location changes, supplier changes in shipping dates, and 
resolution of any other amendment or LC issues. 

Completed  

Prepare evaluations of Commodity changes for CPA/ME 
review and approval. Completed  

Prepare amendment documents for execution by the 
supplier and CPA/ME. Completed  

Prepare LC amendment requests for CPA/ME issue to the 
UN Treasury department. Completed  

Resolve Claims between the Supplier and CPA/ME. Completed  

Train ME personnel in contract negotiation, and preparation 
of amendments. Completed   

Assess current inventory information, inventory management 
tools and processes, and planned tools and processes. Completed   

Coordinate with team implementing inventory management 
system. Completed  

Coordinate with warehouses to input current inventory into 
inventory management system. Completed 

Work assigned to Fluor. MoE 
concurred that this was a 
duplicate effort and outside 
OFF specific tasks 

Familiarize responsible staff with inventory management 
system(s) utilized at the FTZs, make any recommendations 
that may be needed to enhance the supply chain process. 

Completed 
MoE concurred that this was a 
duplicate effort and outside 
OFF specific tasks 

Coordinate the implementation of the inventory management 
at all warehouse locations that it is needed Completed MoE concurred that this was a 

duplicate effort and outside 
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OFF specific tasks 
Update inventory management system with information on 
all new shipments Completed 

MoE concurred that this was a 
duplicate effort and outside 
OFF specific tasks 

Develop a plan to update, manage, search, and report on the 
database Completed   

Implement the technology environment to update, manage, 
search, and report on the database Completed   

Cleanse the database, verify / clarify data as required, 
including if clarification on line items is required from the 
vendors 

Completed   

Cross reference the information in the database with OIP 
purchase order information and “purchase order binders” Completed  

Maintain the database on an ongoing basis Completed  

Assess current warehouse management and material 
handling procedures and capabilities Completed   

Recommend and implement improvements as required Completed   

Coordinate the receipt and trans-shipment of all goods from 
warehouses based on prioritized demand Deprogrammed 

Worked assigned to Fluor. MoE 
concurred that this was a 
duplicate effort and outside 
OFF specific tasks 

Report on status of facilities, goods available, shipments to 
and from, and inventory levels at warehouses Deprogrammed 

Worked assigned to Fluor. MoE 
concurred that this was a 
duplicate effort and outside 
OFF specific tasks 

Develop a process for capturing and prioritizing demand Deprogrammed 
Worked assigned to Fluor. MoE 
concurred that this was a 
duplicate effort and outside 
OFF specific tasks 

Identify and train a core ME team to be responsible for 
demand planning to ensure that the proper commodity is 
shipped and arrives in time for installation. This team will 
coordinate closely with the engineering, construction and 
operation staff of the ME. 

Deprogrammed 

Worked assigned to Fluor. MoE 
concurred that this was a 
duplicate effort and outside 
OFF specific tasks 

Implement IT tools to capture and track demand if required Deprogrammed 
Worked assigned to Fluor. MoE 
concurred that this was a 
duplicate effort and outside 
OFF specific tasks 

Capture and prioritize demand Deprogrammed 
Worked assigned to Fluor. MoE 
concurred that this was a 
duplicate effort and outside 
OFF specific tasks 

Review against available inventory and goods on order Deprogrammed 
Worked assigned to Fluor. MoE 
concurred that this was a 
duplicate effort and outside 
OFF specific tasks 

Schedule shipments according to demand schedule Deprogrammed 
Worked assigned to Fluor. MoE 
concurred that this was a 
duplicate effort and outside 
OFF specific tasks 

Verify that shipments arrived to the proper destination Deprogrammed 
Worked assigned to Fluor. MoE 
concurred that this was a 
duplicate effort and outside 
OFF specific tasks 
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OVERALL OPERATIONS  
 

Introduction 
 
The first BearingPoint Team of arrived in Iraq on August 6, 2003. The first team numbered 
eight, including the COP and Deputy COP. At its peak the team was comprised of 126 
international technical advisors; 35 local professional; 105 expatriate security staff; and 140 local 
security staff.  The team completed thirty-two different activities across five broad sectors: 
Fiscal, Financial, Private Sector, Utilities and Regulatory and Special Projects including Oil for 
Food and Currency Exchange.  
 
Although BearingPoint has extensive experience working in post-conflict countries like Bosnia, 
Kosovo, Serbia and Montenegro and Afghanistan, Iraq presented a unique set of challenges 
unlike any we had experienced in the past.   
 
The most significant difference was security.  Security had been identified as a priority as early 
as June 2003, but the general expectation was that security would improve, not deteriorate.  In 
fact the security situation began to deteriorate within two weeks of our arrival with the bombing 
of the United Nations offices in Baghdad.  From that time forward, security became an integral 
part of our concept of operations and project management. Our primary mission was to continue 
to provide technical assistance, face to face with our counterparts whenever possible, in a way 
that kept our staff safe.   
 
A second challenge was the way in which the contract was executed as per the instructions of the 
Coalition Provisional Authority (CPA), through USAID.  Rather than mobilize the contract as it 
had been conceptualized, proposed and awarded, within the first week of our arrival Ambassador 
Bremer requested that each activity be defined separately, in collaboration with CPA advisors, 
and approved by the Ambassador. Only when an activity had been defined and approved, was 
BearingPoint permitted to mobilize advisors to carry out the work.  The process made it 
impossible to project how many advisors would be in country with sufficient lead-time to 
procure and put in place all of the pieces required for life support: housing, transportation, 
security, office space, etc. One solution might have been to procure as much life support as 
possible, regardless of the actual requirements, but we thought this an inefficient use of 
resources.  Instead, we managed the uncertainty and were able to meet demand most of the time 
through a combination of creative problem solving and daily refinements to headcount 
projections.    
  
Security 
 
The security situation in Iraq called for extraordinary precautions, and creating a concept of 
operations that would keep our advisors safe in a hostile environment, while enabling them to 
carryout their assignments was an extraordinary challenge.  
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Security considerations became a part of everything we did on a daily basis. We quickly learned 
that it was critical to have a security provider that shared our core values and basic philosophy 
toward security and the safety of our staff.  It was also important for our security provider to 
understand what we do and how we do it. In Iraq there are two main approaches to security: the 
highly visible, aggressive profile that is intended to deter attack, and a lower profile, less visible 
‘blend in’ approach to avoid attack.  The lower profile strategy became our preferred approach. 
Not only did we feel that it was more effective, it was also more appropriate for our work and the 
make-up of our advisors.  
 
BearingPoint engaged two types of security: mobile and static security.  Initially, BearingPoint 
engaged Custer Battles for all the team’s security needs.  This contract was re-competed in 
January 2004 and static and mobile security was divided between different security firms. 
Mobile security was awarded to Kroll, an expatriate firm, and static security was awarded to 
NAF, a local security company.  For the BearingPoint team located in Erbil, Iraq (in the Kurdish 
area of Northern Iraq) the award went to ISI, who provided both mobile and static security for 
the thirteen BearingPoint advisors located there.  
 
A mobile security team (often referred to as PSD - private security detail) consisted of one 
primary car carrying the advisors with a driver and ‘shooter’ and one chase car (or rescue car) 
with only a driver and ‘shooter’. The number of mobile teams required was a function of how 
many trips we needed to make to and from government ministries and other places of business. 
There were on average, two advisors per mobile team and as many as three advisors per team 
depending on the type of vehicle. The number of advisors was dictated by how quickly the car 
could be evacuated in the event of trouble, which was typically a function of the size of the 
vehicle, particularly the armored vehicle.  
 
At peak, we had twenty teams. Eighteen were in motion. One was a Quick Reaction Force (QRF) 
on stand by in the event of trouble. And one on the duty control desk monitoring the movements, 
whereabouts and status of all teams in motion. With a two-passenger average per team, this 
meant that thirty-six advisors could move simultaneously. 
 
The Baghdad security team had to consider activities both inside and outside of the heavily 
fortified “Green Zone”. Because of the continued and ever increasing threat to expatriate staff, 
all movement outside of the “Green Zone” required armed security. 
 
There are four security checkpoints leading into the “Green Zone”.  All personnel (expatriate and 
local) must have an authorization badge to enter the “Green Zone”, or must be escorted by an 
expatriate staff with the appropriate badges and authorization. Iraqi staff members, including 
those with badges, were searched at all checkpoints. The process could take two hours or longer.  
This, and other constraints on movement, such as gate closures and route closures, had a large 
impact on how, when, with whom and at what time local staff and advisors could travel.  
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Once the kidnappings started occurring in March 2004 we decided to move the mobile security 
teams (PSDs) into the BearingPoint residences to increase security.  The onsite presence of Kroll 
security guards augmented the static security at the residences being provided by NAF.   
 
Office Facilities and Housing 
 
BearingPoint was responsible for providing its own living accommodations and workspace for 
its team.  Primary operations were located in Baghdad, and in January 2004, a satellite office was 
established in Erbil, Iraq to carry out assignments associated with the Oil for Food North 
activity.    
 
Office Space: The office arrangement differed rather substantially from that in our other country 
offices, even other post conflict country offices.  In other locations, BearingPoint advisors are 
co-located with their counterparts in government ministries and other places of business.  
 
The Iraq environment did not permit such an arrangement and offices had to be built within the 
limits of the “Green Zone” for several reasons.  Initially there were few Iraqi counterparts to 
work with. As our counterparts were hired or appointed, and relationships were regularized, the 
work shifted away from the Palace and into the ministries, banks and other institutions we 
worked with.  
 
Even after Iraqi counterparts were hired and appointed, the ministries were only open from 0900 
until 1400 daily.  In some cases the ministries closed at 1200.  Advisors would typically spend 
the morning in the ministry and the afternoon working in BearingPoint offices located within the 
Green Zone.  Finally, transportation and security resources were rotated within the team so that 
not all advisors could go to the ministries everyday.  Daily travel for all advisors would have 
required a security team for every two to three advisors, which was cost prohibitive.  Advisors 
who were not able to travel to the ministries worked in the BearingPoint offices.   
 
BearingPoint advisors in Baghdad worked at multiple locations:  
 
 BearingPoint office (room M122) in the CPA; 
 Collocated with various CPA Sector teams e.g. Finance, Fiscal, Commercial Law, and 
Electricity; 
 BearingPoint trailer camp (located about ½ kilometer from the CPA); 
 The Convention Center (which was also within the Green Zone); and 
 Iraqi Ministries, Banks, and local businesses primarily located in Baghdad with some 
occasional work performed outside Baghdad. 

 
The BearingPoint advisors in Erbil worked at the: 
 CPA Office of Project Coordination (OPC); 
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 Kurdish Regional Government (KRG) Ministries and local businesses; and  
 BearingPoint House Office 

 
Housing:  Our initial plan was to house the Advisors in a hotel or apartment building retrofitted 
for long-term residency, with another twenty-one temporary billets in a BearingPoint trailer 
camp within the “Green Zone”. The team was initially housed in the Al Hyatt hotel until a series 
of attempted car bombs and drive-by shootings forces us to evacuate the hotel.  In late-October 
the team evacuated the hotel for about ten days because of credible intelligence that the hotel was 
being targeted by a car bomb.  On December 18, 2003 the Al Hyatt came under attack by small 
arms fire, and on December 25, the hotel was attacked by a series of rocket-propelled grenades.  
The advisors were immediately evacuated and did not return to the hotel.  Most advisors were 
moved into villas that were rented, refurbished and secured. Some were moved to the trailer 
camp inside the Green Zone and a handful were moved (temporarily) to the Babylon Hotel, 
which provided better standoff security than other hotels, until other housing alternatives could 
be secured.  
 
Additional (hard) housing was found in the Green Zone, and the trailers were fortified with sand 
bags to provide extra protection from the barrage of indirect mortar attacks that were now 
regularly beseeching the Green Zone.  
 
BearingPoint Baghdad residences include:  
 
 Green Zone Trailer Camp (21 rooms) 
 Green Zone Houses (2 houses, sleeps 8) 
 Jadriya Area Houses (3 houses, sleeps 14) 
 Quadisia Area Houses (6 houses, sleeps 26) 
 Rasheed Area Houses (13 houses, sleeps 67) 

 
BearingPoint advisors in Erbil lived in two houses, clustered together.    
 
Meals:  The CPA provided the meals for the BearingPoint Team in Baghdad.  All meals were to 
be taken at the CPA dining facility located in the Palace.  This became a security and 
transportation challenge. All of the advisors had to be moved into the “Green Zone” multiple 
times, through the dangerous checkpoint entrances where a number of car bombing incidents 
took place. The short workdays at the ministries and the fact that lunch ended at 13:30 meant that 
advisors had to cut a short day even shorter in order to get back to the Palace in time for lunch. 
Eventually we modified this policy to enable advisors to claim per diem when they did not eat at 
the CPA, which enabled them to prepare and carry their own meals. Local “buyers” who could 
freely visit the markets were engaged for the advisors, who gave them shopping lists and money.     
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Logistics 
 
As the size of the BearingPoint Team increased the amount of facilities and equipment needed 
also grew.  In order to manage all of the assets a logistics team was formed to handle 
housekeeping, maintenance, and storekeeping.  To the greatest extent possible, Iraqi staff were 
employed to fill logistics positions. The logistics team consisted of: 
 
 Logistics Administration (1) 
 Storekeeping and inventory book management  
 Buyer  
 Trailer Camp and Green Zone Houses Support 

– Housekeeping (7) 
– Maintenance (3, electrician, plumber, air conditioning/heating) 

 Non “Green Zone” House Support 
– Housekeeping (48, 2 staff per house) 
– Grounds keeper (7, one for every 3 houses) 
– House Maintenance (3, electrician, plumber, air conditioning/heating) 

 
Transportation 
 
Air:  BearingPoint used Amman, Jordan as the point of departure for travel to Baghdad.  We 
used a combination of privately charted aircraft, USAID’s NGO flights on AirServe, and Royal 
Jordanian Airlines scheduled flights (once they established service to travel in and out of Iraq). 
BearingPoint subcontracted to a local Jordanian firm in Amman to handle the various issues 
resulting from the constant cancellations or changes in air flights that stemmed from the daily 
changes in the security situation Iraq.  For travel within Iraq the team used Military Air (both US 
and British), and USAID’s AirServe NGO Flight. 
 
Land:  All road travel outside of the “Green Zone” was done with a mobile security team.  When 
BearingPoint first arrived in Iraq, five to six advisors rode together in a single soft (not armored) 
sport utility vehicle (SUV). Eight to nine SUVs traveled in a single convoy. As the security 
situation deteriorated, we transitioned first to a combination of SUVs and armored cars and then 
to a combination of armored cars and non-armored ‘low profile’ cars of the same make, model 
and condition as those traveling the streets of Iraq everyday.  Eventually we stopped using the 
soft SUVs altogether except within the Green Zone as work vehicles for our maintenance and 
logistics crews.  
 
The introduction of armored cars proved to be an important transition. Mobile teams were 
attacked on three different occasions; once by an improvised explosive device (IED), once by 
hand grenades, and once by an AK47. The armored vehicles kept the advisors safe and allowed 
the teams to return unharmed.  
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At the peak of the BearingPoint operations there were on average 100 vehicle movements 
outside of the “Green Zone” per day.  In order to support this large number of daily movements a 
transportation team was created to manage the day-to-day operations: 
 
 Scheduler/Dispatcher 
 Vehicle Mechanics (2) 
 Drivers (28) 

 
Communications 
 
Telephones:  When we arrived in Baghdad in August 2003 there was no functioning, local 
telecommunications network. The Coalition had activated the MCI mobile phone network when 
it first arrived in country, but by September 2003 it was already grossly over subscribed.  
BearingPoint’s advisory team, some 50 people at that time, shared three mobile telephones until 
mid-January 2004.  In January the Iraqna commercial cell phone system started operation, and 
BearingPoint was its first customer. Thereafter, every advisor was assigned a cell phone.    
 
Internet:  Between August and November 2003, internet connectivity was available only 
through the U. S. Central Command military network.  However BearingPoint-imaged machines 
were not permitted on the network. Moreover, the BearingPoint team was given access to only 
two CPA imaged machines in its office – M122, in the Palace. This made online communication 
extremely arduous - time consuming and grossly inefficient.  A workaround was quickly 
developed and put in place.  Memory sticks were purchased and flown in with the next arriving 
advisor. They became a standard issue to all advisors to enable them to move information 
between BearingPoint and CPA machines, and to pass files and information back and forth 
between team members and counterparts.   
 
Challenges ensued in finding a reliable Internet Service Provider (ISPs) who could quickly 
respond to our needs, which were to stand up and maintain a satellite communication system.  
After many fits and starts, and a lot of capacity building for local vendors, by early January 2004, 
a fairly reliable internet service came online and was available to the team from both the Palace 
office, the camp office and most of the residences.  
 
Radio:  The lack of telecommunications and the need to have positive communications with the 
team, particularly as the security situation continued to deteriorate, led to a decision to establish a 
VHF radio network.  Each advisor was given a hand held portable radio in order to receive 
broadcast messages and report problems.  The network was connected with the mobile and static 
security networks, which enabled quick communication and rapid responses when things went 
wrong. The radio network was monitored 24 hour a day, seven days a week, by three radio 
operators who worked from the BearingPoint Operations office located in the Camp. 
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Conclusion 
 
The BearingPoint Team operated in a highly fluid environment where the rise and fall of the 
security threat necessitated a constant, iterative evaluation and re-evaluation of every aspect of 
our concept of operations and life support systems. Very little remained the same month over 
month, week over week or day over day.  We were constantly challenged to evaluate the 
evolution of events, and shape a targeted, appropriate response.  Our response was shaped by two 
key objectives. First and foremost was to keep our team safe. Second was to continue to provide 
technical assistance face to face with our counterparts, to the best of our ability. We were able to 
overcome a large number of obstacles and achieve this objective. 
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ECONOMIC RECOVERY IN IRAQ 
 
(This paper presents our strategic vision of the policy and institutional reforms which are 
needed to promote private sector-led economic growth in Iraq.) 
 
Economic recovery in Iraq must address the prior decades of statism, in which certain laws and 
institutions, fundamental to a market economy, simply did not exist.  The recovery program must 
also account for the fact that Iraq was largely isolated from the international community, and 
thus, did not enjoy the benefits accruing from global integration such as the transfer of modern 
computer technology.   Finally, the strategy for economic recovery must take into account the 
destruction of both physical and human capital over the last year. 
 
Over the short to medium term economic recovery will depend, in part, upon a series of discrete, 
but interconnected policy and institutional reforms. The sustainability of these actions, however, 
will hinge on developing the human capital base. (Thus, the activities, which constitute this 
project, emphasize not only policy and institutional reform but also place an emphasis upon 
training and technology upgrade.) 
 
ENABLING ENVIRONMENT FOR PRIVATE SECTOR LED GROWTH 
One central theme to Iraq’s economic recovery is the recognition that private sector initiative and 
investment (both foreign and domestic) will be key drivers of economic growth. Key to this is 
creating a conducive, enabling environment and a level playing field so that the private sector 
can flourish.  This will require reforms to the business legal, regulatory and licensing 
environment.  The objective is to reduce the administrative barriers of doing business and make it 
easier, faster and less expensive to start, maintain and grow a business.   
 
1.  Fiscal Management   
Fundamental for investor confidence and a viable private sector is the sound fiscal management 
of the sources and uses of public funds, and the transparency and predictability of the 
government’s management of economic and sectoral policy.  Given below are some of the most 
important elements for sound fiscal management. 
 
To begin with, a balanced fiscal budget with tight controls over revenue and expenditure 
management is fundamental to sound fiscal management. So too is a unified treasury system in 
which all public revenues are accounted for.  Coupled with these reforms is rigorous current and 
capital program budget planning, which will enable government institutions to better plan and 
manage the use of public funds, to greater effect, and with greater predictability.  
 
A Public Procurement regime is needed that sets forth fair, open and transparent rules for 
expenditure of public funds, with regulatory oversight to control abuse.  This kind of procurement 
system will reduce costs, stimulate competition in the private sector, and curb corruption.  
 
The rights and obligations of the Iraqi government, and all of its parts, with regard to the sources, 
uses and management of public funds, inclusive of debt, need to be embodied in a legal 
framework. (A Financial Management Law) An independent external audit function, will enforce 
the law, and in so doing, will increase accountability, transparency, efficiency and reduce 
corruption.   
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The annual budget and the government’s year-end financial report, for all levels of government, 
are public documents. The people have a right to know how government spends public funds, and 
a great effort needs to be made to ensure the budget process is open, transparent and widely 
communicated to the people of Iraq. Subsidies to state owned companies and public utilities 
should be clearly delineated as a subsidy in the budget, and hidden transfers through pricing, debt 
instruments, ownership and other means, made fully transparent. These principles should be 
embedded in the Financial Management Law.  
 
A broad based, competitive tax structure that maximizes private sector growth at the same time 
it produces adequate revenues for public investment and expenditures is not an easy balance to 
achieve, but it is essential. Shifting the tax regime from direct to indirect taxes, and introducing 
more efficient taxes, like VAT, will be instrumental in increasing revenues without dampening 
competitiveness and private sector growth. Tax laws more generally need to be simplified, made 
more efficient, and enforced more equitably. 
 
The stability and investment climate of Iraq will depend as much on the economic policies, 
practices and fiscal management of local government, as it will on those of the central 
government.  Achieving a vertical fiscal balance between central and local governments, and a 
horizontal fiscal balance between local governments, will rest largely on the integrity of the 
intergovernmental financial framework.  At its core, this means defining the rights and 
obligations of local government; assigning the expenditures for which local government is 
responsible; and assigning the sources of local government funds and revenues. 
 
 Without this balance, pockets of local governments become under-served, under-funded and/or 
disenfranchised. Historically, local governments have responded by creating their own source of 
revenues and nuisance taxes, and the administrative barriers necessary to collect them, to the 
detriment of the local economy and private businesses.  
 
2.  The Financial Sector 
A stable, privately owned financial system that is fully integrated into international structures and 
offers safe, stable returns to depositors and fair prices of capital to borrowers, is a cornerstone of   
private sector growth and stability, and regional integration.  
 
The banking system has low levels of income generating assets; an inadequate deposit structure; 
little diversification of assets; poor lending practices; non-performing loan portfolios; and an 
inadequate payment system. Investor and depositor confidence in the banking system is based on 
knowing that banks are carefully licensed, well regulated, and that the resolution of problem 
banks is equitable and timely. It also stems from knowing that licensed banks properly manage 
risk.   
 
Urgently needed is the reform the banks’ lending practices from politically driven, slow, highly 
centralized, relationship based lending practices, to fast, decentralized, business and cash flow 
based practices that gets money out the door and into the private sector. Today, few loans are 
actually repaid; most are rolled over and extended.  A more efficient and secure banking system 
will encourage the reflow of financial resources from the informal sector to banks, and in turn, 
provide investment resources for the private sector 
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A payment system that enables quick, secure and affordable inter- and intra- border financial 
transactions is also an urgent priority for both public and private sectors, and the international 
donor community.  The inability to move money quickly, cheaply and safely is a serious 
constraint in the recovery of Iraq’s post conflict economy.   Capital markets need to be well 
regulated, Access to a full range of insurance products and services, offered by well-regulated, 
private insurance companies, will further increase investor confidence and provide another 
financial intermediary to underwrite risk. 
 
3.  Commercial Law 
Additionally legal and administrative practices that secure property rights and the full resolution 
of property disputes created by the actions of the former regime will give confidence to investors 
that the property and businesses they invest in, will be secure. Reforming the laws on contracting, 
and court reform that results in the rapid and fair settlement of commercial disputes will further 
increase investor confidence. As will the effective enforcement of intellectual property rights and 
anti-corruption measures.  With property rights secured, modern laws on secure transactions and 
mortgages will increase the availability of secured credit and intensify the use of credit for 
economic growth. 
 
The combination of a dependable, efficient legal framework, just and equal tax treatment, a  
financial sector which intermediates financial resources to their most efficient use, and a  
demonstrated commitment to property rights are cornerstones to restoring investor confidence in  
Iraq’s economy.   These institutional reforms will also decrease uncertainty in the investment  
environment, which discourages both foreign and domestic private investment (and because of  
perceived risks the cost of capital is kept high). 
 
 
PRIVATE INVESTMENT  
With an investor friendly enabling environment in place, the next challenge is creating 
investment opportunities -- to demonstrate that profitable opportunities exist. Tendering state 
run businesses that can be operated more efficiently by the private sector, through concessions, 
will open new opportunities for investment at the same time it helps reduce the size of a 
burgeoning public sector workforce without exacerbating unemployment. Aggressive use of the 
restructuring provisions under the new (draft) bankruptcy code will open new opportunities for 
profitable investment and large-scale employment in some of Iraq’s most promising sectors.  
(E.g. tobacco, cement, agro-processing, edible oils, construction, etc.)   
 
Substantial amounts of donor spending planned for the next several years will create tremendous 
investment opportunities for savvy Iraqis who are able to capitalize on the opportunities.  
 
PRIVATE SECTOR COMPETITIVENESS  
Encouraging competition in the economy is another prerequisite to improve the private 
investment climate.  Freer and easier entry and exit into markets will increase competition. 
Ending subsidies to state owned companies will prevent the state from crowding out private 
investment by forcing private companies to compete with businesses supported by public 
resources.  A new anti-monopoly law will provide legal recourse against companies that try to 
monopolize markets and stifle competition.  
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The adoption and implementation of WTO compliant legislation and practices will increase 
competitiveness, and the harmonization of laws with major trading partners in the region will 
reduce friction and lower transaction costs in cross border activities.   
 
Making Iraq’s economy more competitive is dependent on resolving some basic issues in the very 
near term; the most pressing of which are: ensuring that businesses have a reliable and fairly 
priced source of electricity; the availability of economic statistics that give investors visibility 
into the economics of the market; and leveling the playing field such that the Iraqi government is 
not in the business of competing with the private sector.   
 
EMPLOYMENT  
Cutting across all of these reforms is the need for job creation which is important not only for 
economic growth but for social stability.  In addition to creating an investment friendly 
environment; creating investment opportunities; increasing competitiveness; and liberalizing 
trade; a market-based, flexible labor law that does not unduly burden employers is fundamental to 
improving employment. The current regime does not offer businesses sufficient flexibility, which 
represents a risk to businesses, and reduces the incentive for employers to hire in the formal 
sector.   
 
Stagnant, undercapitalized state owned enterprises are unable to offer new jobs, or sustain the 
employees they have without substantial, ongoing subsidies from the state budget.  Revitalizing 
these companies through the voluntary restructuring provision in the new (draft) bankruptcy code, 
or liquidating non-viable companies so their assets can be put to more productive uses, are two 
ways state owned enterprises can contribute to solving the employment problem over the long 
run.  
 
Targeted policy and public works projects in key sectors where Iraq has a competitive advantage, 
coupled with sound economic policy that deepens and sustains that advantage, can generate long-
term, sustainable, high wage employment.     
 
STATE OWNED ENTERPRISES  
Unbundling state owned enterprises from ministerial oversight and control, the heritage of the 
former regime, and putting these companies on a commercial footing, with their own legal 
personalities, and independent (non-government) corporate governance, is the first step toward 
commercial viability.  Importantly, the financial accounts of these commercial entities, and those 
of the ministries, also need to be separated. Once separated, these enterprises can be tendered to 
private investors using any one of a variety of PSP mechanisms, short of divestiture, including: 
lease agreements, management contracts, BOO/BOT, etc.  When incentives and risks are 
adequately balanced, investors will capitalize and invest in these enterprises. And they will create 
new markets, introduce new technology and stimulate a higher quality of employment.  
 
PUBLIC UTILITIES  
Vertically integrated, heavily subsidized, state owned public utilities part and parcel of the former 
regime, present a particular challenge to the Iraqi economy.  Most have been degraded by years of 
neglect, the lack of maintenance, little investment, poor management, inadequate tariff structures, 
poor billing and collection practices, and a stagnant, bloated work force. As with other state 
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owned enterprises, an early priority is to separate these enterprises, functionally and financially, 
from ministerial control. 
 
A further separation of the vertical functions within each enterprise, and establishing each vertical 
on a commercial footing, with a separate legal entity, and non-governmental corporate 
governance will position the companies for private sector participation, investment, and greater 
commercial viability. The most appropriate modality for private sector participation (lease, 
management contract, service agreement, etc.) will be a function of the risk and requisite 
investment associated with each enterprise.  
 
Finally, investors will need dependability, consumers will need protection, and the market will 
need competition. The most effective way to achieve all of these objectives is to establish 
independent regulatory bodies to oversee public utilities.   
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BearingPoint, Inc.   
Iraq Economic Recovery, Reform and Sustained Growth Project   
USAID Contract No. RAN-C-00-03-00043   

Subcontractor Name Address 
Point of 
Contact Email Address 

Amex International, Inc. 1615 L Street, NW, Suite 340 
Washington, DC  20036 Fota Ishaq Fishaq@amexdc.com 

Arnorld & Porter LLP 555 12th Street, NW 
Washington, DC  20004-1206 

Eli Whitney 
Debevoise  Whitney_Debevoise@aporter.com

Bankworld, Inc. 
Tysons Tower One, 8500 
Leesburg Pike 
Vienna, VA  22182 

Bharat 
Bhargava bbhargava@bankworldinc.com

Chemonics, Inc. 1133 20th Street, NW 
Washington, DC  20036 

Tanna 
Price tprice@chemonics.net

Computer Network Services – 
Primus (CNS / Primus) 

P.O Box 35055 
Amman, Jordan 11180 

Amer 
Nasereddin amer@cns.com.jo

Crown Agents Consultancy, Inc. 
818 Connecticut Avenue, NW 
Suite 840 
Washington, DC  20006 

Jennifer 
Katzka jkatzka@crownagents.com

Custer Battles, LLC 320 Thames Street, Suite 357 
Newport, RI  02840 Amy Clark aclark@custerbattles.com

FreeBalance, Inc. 
1101 Prince of Wales Drive 
Suite 210 
Ottawa, Ontario  K2C 3W7 

Suanne 
Dorion sdorion@freebalance.com

GRM International 
Lennons Commercial Tower 
Level 29 / 76 Queen Street 
Brisbane QLD 4000 Australia 

Lydia 
Pavlova lydiap@grm.com.au

International Business Legal 
Associates  (IBLAW) 

P.O Box 9028 
Amman, Jordan  11191 

Marwan 
Matouk mmatouk@iblaw.com.jo

International Executive Service 
Corps (IESC) 

333 Ludlow Street 
Stamford, CT  06902 

Kathy 
Williams Kwilliams@iesc.org

International Programs 
Consortium, Inc.   (IPC) 

1730 North Lynn Street 
Suite 900 
Arlington, VA  22209 

Kaite 
Hanlon ipccorp@aol.com

IPA Energy Consulting 
41 Manor Place 
Edinburgh, Scotland,  UK EH3 
7EB 

Kaite 
Lambie Kate.Lambie@ipaenergy.co.uk

Iraq Services International 
ISI Administration Building 
Al Mansour 
Baghdad, Iraq 

Omar Hadi omarhadi@hotmail.com

J.E. Austin 
2101 Wilson Boulevard 
Suite 1100 
Arlington, VA  22201 

Kevin 
Murphy kmurphy@jeaustin.com

KAR Consulting & Trading 
Services  

KAR Consulting & Trading 
Services 
Baghdad, Iraq 

Baz R. 
Karim karbusiness@yahoo.com

Kroll Government Services 
International 

10 Fleet Place 
London, England EC4M 7RB Greg Watts gwatts@krollworldwide.com
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Manchester Trade, Ltd 
1710 Rhode Island Avenue, NW 
Suite 300 
Washington, DC  20036 

Stephen 
Lande stepland@aol.com

NAF Security Services 77 Harthiya, Harthia District 
Baghdad, Iraq 

Ali Hassan 
Almayyah Ali_almayyah@yahoo.com

Nexant, Inc. 1030 15th Street, NW, 
Washington, DC  20005 

Dan 
Vincent dvincent@nexant.com

Overseas Strategic Consulting, 
Ltd. 

1500 Walnut Street, Suite 1300 
Philadelphia, PA  19102 

Stephen R. 
Cades scades@oscltd.com

Planning and Development 
Collaborative International 
(PADCO) 

1025 Thomas Jefferson St., NW 
Suite 170 
Washington, DC  20007-5209 

Susan 
Vogelsang SVogelsang@padcoinc.com

Shaw Power Technologies 
International 

Cranford Court, King Street 
Knutsford, Cheshire WA16 8BW 
England, UK 

Wendy 
Heath wendy.heath@stoneweb.com

Squire, Sanders & Dempsey, LLP 
1201 Pennsylvania Avenue, NW 
P.O Box 407 
Washington, DC  20044-0407 

John C. 
Henry jhenry@ssd.com

Tax Advisor Group, Inc. 5900 Schley Road 
Hillsborough, NC  27278 

Robert F. 
Conrad robertconrad@earthlink.net

The Iraq Foundation 
1012 14th Street, NW   
Suite 1110 
Washington, DC  20005-3406 

Ammar Al 
Shahbande
r 

iraq@iraqfoundation.org

The Louis Berger Group, Inc. 2300 N Street, NW 
Washington, DC  20037 

Jennifer 
Kiiru Jkiiru@LouisBerger.com

The Services Group, Inc. 
2300 Clarendon Boulevard 
Suite 1110 
Arlington, VA  22201 

Beth Walsh bwalsh@tsginc.com

Zaininger Engineering Company, 
Inc. 

9959 Granite Crest Court 
Granite Bay, CA  95746 

Hank 
Zaininger hzaininger@aol.com
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Tax Administration

VISION

The Iraqi Tax Commission (ITC), including the head office and all branches, operates as a model revenue generating agency employing modern techniques of tax 
administration and state-of-the-art technology;

The organizational structure of the ITC is based upon the direction functional activities of tax administration and is designed to collect the maximum amount of tax 
revenue with the least public intrusion;

Through providing assistance and service  to the public, while displaying the highest standard of ethical and moral behavior, the ITC has gained the trust and confidence 
of the public to the extent that voluntary participation by taxpayers in the funding of government is at an all time high;

The Reconstruction Levy is made operational and the Customs Department is improving compliance.

KEY RESULT AREAS (KRAs) 

Reactivate tax administration in the very near term, make the Head Office and Branch offices of the Tax Commission operational. 

Develop a comprehensive strategy and a design for restructuring the Iraqi Tax Commission along functional lines to encourage voluntary compliance.
Assess and baseline tax administration IT capabilities and define the future architecture required to increase the efficiency of tax administration and financial reporting.
Develop and implement the Tax Administration IT Strategy.
Implement the new Reconstruction Levy system.

KEY ACHIEVEMENTS

REACTIVATE TAX ADMINISTRATION
Made various recommendations to the Tax Commission to restart their activities and to improve the security of the building.

Completed site surveys for the Baghdad branch offices (as the security situation permitted) and made recommendations and determined budget requirements for the 
necessary renovations.

Developed a strategy to carry-on these evaluations to the Branch offices in the Governorates.

FUNCTIONAL ORGANIZATION
Provided the recommended organizational structure to the senior level working group, including functions at the central office and branches along with key positions 

within each function and draft job descriptions. After discussions, the functional structure was approved, and steps are being taken toward organizational reform.
Obtained agreement of the Tax Commission to implement the new organization in the central office and two ‘model’ tax offices where it can be modified and improved 

upon with the assistance of Project experts and then subsequently ‘rolled out’ to the rest of the country.

TAX COMPLIANCE IMPROVEMENT
Personal Income Tax

Assisted in drafting the wage tax withholding brochure and procedures for use by employers in the private and state-owned enterprise sectors. Conducted three 
information sessions with officials from the Iraqi Tax Commission on the new wage withholding procedures. Each session was attended by 70 or more people.

Developed an employer and employee tax rate guide.
Developed a taxpayer education capability within the Tax Commission and to this end assisted in the development of information brochures, taxpayer information 

sessions, and the utilization of the internet as a means to communicate with the taxpayer.



© 2004 BearingPoint, Inc.

Appendix C – Page 2

Tax Administration

KEY ACHIEVEMENTS (continued)

Corporate Income Tax
Developed a new, international standard Corporate Income Tax Return and submitted to the Tax Commission for comment and approval.

Hotel and Restaurant Tax
Developed a Hotel and Restaurant Tax Guide for the use of taxpayers and tax officials, a Q & A brochure with frequently asked questions about the tax, a registration 

procedure for both taxpayers and tax officials, a new registration form, and a First Visit Interview for the use of tax officials.
Developed and delivered a course for training of trainers for the benefit of personnel responsible for administering the Hotel and Restaurant Tax that included a practical 

exercise where participants were sent into the community to conduct taxpayer education sessions and to register taxpayers.

TAX INFORMATION TECHNOLOGY SYSTEM
Created a strategy for the development of the IT system for administering the Corporate Tax, Wage Withholding, Hotel and Restaurant Tax, and Excise Tax that was 

submitted to and approved by the Tax Commission. 
Procured the necessary hardware for the development laboratory (20 computers).
Procured 12 satellite systems that will be installed to link key branch offices to the central tax office.
Trained computer specialists to program the taxpayer registration module and implemented the development of this module. 

RECONSTRUCTION LEVY
Completed the development of the Reconstruction Levy computer application for the computation, payment processing and accounts receivable functions, and 

implemented them at ten key customs posts. 
Developed registration procedures and forms for the Reconstruction Levy. 
Held train-the-trainer sessions for approximately 90 personnel.
Procured computer equipment and installed 10 priority customs posts. 
Procured eight satellite dishes and installed at seven customs posts and the central office.
Conducted training and improved procedures for the collection of the Levy.

The Reconstruction Levy is now being collected at all 23 entry points, including the automated ones.
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Tax Administration

TANGIBLE OUTPUTS

Site surveys of the Central Tax Commission office and branches to determine refurbishment needs.
Wage Withholding brochure, forms and rate guides.
Hotel and Restaurant Tax Guide, Q & A brochure, registration procedure and a First Visit Interview.
Functional Organization Charts and Job Descriptions for Central Office and Branch Offices of the Tax Commission.
Tax Information System Strategy.
Tax Information System Corporate Taxpayer Identification Number Requirements.
Taxpayer Services Division Briefing Paper.
Reconstruction Levy computer application.
Reconstruction Levy computation forms, exemption forms, registration forms.
Procured, programmed and installed 20 computers for the Tax Information system, 12 satellites to provide a link between branch offices and the central office.
Procured 83 computers, programmed 40 and installed 30 at key border posts for the Reconstruction Levy.
Reconstruction Levy is being collected at all border posts.
New international standard Corporate Income Tax return with explanatory guide.
Analysis of Iraq Customs operations at marine and highway border posts with recommendations.

SHORT TERM RECOMMENDATIONS (Six months)

Begin the development of infrastructure for the functional organization with extensive training, finalizing job descriptions and drafting procedures.
Implement new Functional Organization at Central Office and 2 model branch offices.
Develop a procedure for the establishment and automated administration of the taxpayer identification number (TIN).
Ongoing support of the Reconstruction Levy, including the complete installation of computer equipment and satellite capability at the remaining border posts.
Develop requirements to improve the administration of the Corporate Tax, Wage Withholding and Excise Tax; complete the provisional IT system for the Hotel and 

Restaurant Tax.
Selection process for identifying an appropriate off-the-shelf tax software program, study tour to examine the software.

LONG TERM RECOMMENDATIONS (Six to 24 months)

Continue training effort for each of the key functions of the new Functional Organization – in country and out of country ie: study tour, Ankara.
Develop train-the-trainer programs for sustainability.
In conjunction with counterparts write procedures and manuals to support the new Functional Organization.
Work with Tax policy initiative to identify necessary amendments to legislation to support the new functions in the new Functional Organization.

Rollout new Functional Organization to all branch offices. Concurrent with rollout, establish additional layers of management --- 4 Deputy General Directors and 3 Regional 
Managers.
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Tax Administration

LONG TERM RECOMMENDATIONS continued (Six to 24 months)

Data entry of taxpayer registration information.
Hotel and Restaurant Tax programming for the accounting module of the Tax Information System.
Individual taxpayer registration module developed and wage withholding of the Tax Information System.
Determination of customization requirements for selected software.
Reorganization of Iraqi Customs to report to the Ministry of Finance.
Recommend amendments to the Customs legislation to align it with the international standard as provided for in the Kyoto Convention (amended).
Prepare the Reconstruction Levy computer system for nationwide implementation as physical improvements to border posts are completed.
Create and recommend a post entry verification system to supplement the Reconstruction Levy in identifying and investigating suspected error and fraud.
Reintroduce Customs Bonds to support suspension regimes.
Collate input from Customs staff on internal reorganization ideas and construct a preliminary framework for discussion.
Refine the Reconstruction Levy system to broaden application accommodating Harmonized System applications, increased security, accountability and assimilate an 

information exchange application for administration, intelligence and enforcement requirements, nationwide.



© 2004 BearingPoint, Inc.

Appendix C – Page 5

Tax Policy

VISION

A broad-based, competitive tax structure that balances private sector growth with sufficient revenues to achieve fiscal balance is in place;
A consolidated Iraqi tax code that is based on international standards and consistent with a market economy exists
Various new taxes are considered and implemented – including excise tax on tobacco products, a national sales tax or VAT system and a property tax
The Ministry of Finance has the capacity to analyze, formulate and implement sound tax policy

KEY RESULT AREAS (KRAs) 

Complete a comprehensive review and evaluation of the existing tax policy regime, in law and in practice. 
Develop recommendations for how to achieve immediate short-term policy priorities, followed by recommendations on how to achieve longer-term policy priorities. 
Review current tax legislation and recommend which laws, in whole or in part, need to be deactivated following the tax holiday that ends December 2003.   
Corporate Income Tax is re-introduced.
Personal Income Tax is re-introduced.
Land and property tax evaluation method is revised.
Stamp levy is analyzed and revised.
Implement Excise Taxes on Alcohol and Tobacco.
Re-introduce collection of Hotel and Restaurant Tax.
Reconstruction Levy is introduced.
Develop the skills and capacity within the Ministry such that the Tax Policy Unit staff can formulate tax policy; draft tax legislation; and develop, operate and sustain decision support models for 

analyzing tax incidence and revenue forecasting. 

KEY ACHIEVEMENTS

TAX STRATEGY
Developed a strategy and generated consensus on how to reform the Iraqi tax system in the short-term – next 2 to 3 years. 
Assisted in the drafting of CPA Order #37 Tax Strategy for 2003 to suspend the imposition of income taxes in 2003. 
Assisted in the drafting of CPA Order #49 Tax Strategy of 2004 that re-introduced income-based taxes in 2004. On key element is the reduction in the maximum 

Corporate and Individual Income Tax rate to 15%, the reduction in the Real Estate Rental Tax to 10%, and the broadening of the tax base by making public servant subject 
to tax.

Drafted a “ Tax Policy Measure Briefing Book” which provides specific short term and long term recommendations to reform corporate and personal income tax system.
Helped the General Counsel in drafting the tax on non-profit organizations.

CORPORATE AND PERSONAL INCOME TAX
Prepared and issued explanatory notes to CPA Order #49 Tax Strategy of 2004 that re-introduced income-based taxes in 2004 and that reduced the Corporate and 

Personal Income Tax rates and defined a number of exemptions for various types of employers.
Assisted in drafting CPA Order #84 Amendments to CPA Order #37 and CPA Order #49 revising the interim tax strategy to further suspend the collection of income taxes. 
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Tax Policy

KEY ACHIEVEMENTS (continued)

LAND AND PROPERTY TAX VALUATION
Conducted a complete analysis of the three taxes related to this issue (Real Estate Rental Tax, the Real Estate Transfer Tax and the Vacant Land Tax) and developed 
recommendations for computerization and changes to the current valuation system.
Submitted and discussed recommendations with officials from the Iraqi Tax Commission and member of the evaluation committee board.

STAMP LEVY
Completed an analysis of the Stamp Levy by identifying the relevant legislation, assessing revenues, and preparing recommendations that reduce the overall number of 
levies with a view to making its' administration more efficient.

EXCISE TAX
Developed an initial draft of a new Excise Tax on tobacco products and alcoholic beverages, and accompanying regulations.

HOTEL AND RESTAURANT TAX
Conducted a review of the relevant tax legislation, developed new procedures for the collection and registration of taxpayers, developed an information brochure and 
conducted training of tax personnel.

RECONSTRUCTION LEVY
Assisted in drafting CPA Order #38 Reconstruction Levy implementing the Levy.
Assisted in drafting CPA Order # 54 Trade Liberalization Policy2004 to determine the regulations for implementation.

BUSINESS AND PROFESSIONS TAX
Conducted an analysis of the tax and the administration of the tax and provided a strategy with specific recommendations for making improvements.   
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Tax Policy

TANGIBLE OUTPUTS

Assisted in the drafting of CPA Order #37 Tax Strategy.
Assisted in drafting CPA Order #38 Reconstruction Levy.
Assisted in the drafting of CPA Order #49 Tax Strategy of 2004.
Assisted in drafting CPA Order # 54 Trade Liberalization Policy2004.
Assisted in drafting CPA Order #84 Amendments to CPA Order #37 and CPA Order #49.
Drafted the  Tax Policy Briefing Book.
Prepared report Valuation of Real Property for Tax Purposes in Iraq: Current Situation, Evaluation and Recommendations.
Prepared report Review of Existing Legislation on Stamp Levy.
Drafted Excise Tax Law on Alcohol and Tobacco Products and Excise Tax Law Regulations on Alcohol and Tobacco Products. 
Prepared report Business and Professions Tax: Analysis of Current Practices and Recommendations for Reform.

SHORT TERM RECOMMENDATIONS (Six Months)

Develop a policy paper setting forth overall tax policy goals and a tax reform agenda.
Organize a conference with Iraqi and international experts to discuss recommended changes to the tax system. 

Establish Tax Reform Committee with a view to review each measures and made final recommendation on each of them.
Obtain the agreement of the Ministry of Finance and the Iraqi Tax Commission (ITC) for the proposed work plan to amend the tax legislation (including Excise and the 

Stamp Levy) in accordance with the Briefing Book. 
Determine organizational change requirements for Customs and ITC to accommodate the new Excise regime.

LONG TERM RECOMMENDATIONS (Six to 24 Months)

Prepare income legislation in conformity with recommendations of the Tax Reform Committee.
Make recommendations for the introduction of a Value Added Tax system. 
Develop legislation and implementation strategy.
Work with the Ministry of Finance and the ITC to implement the Stamp Levy recommendations.
Ensure that the implementing instructions that are required for the respective tax legislation are drafted and adopted.
Organize seminars, information sessions, focus groups for the purpose of involving stakeholders in the issues related to proposed new tax law provisions, obtaining input, 

and commentary.
Design, develop and deliver training, procedures, forms and policies for new taxes.
Provide support for taxpayer education program.
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Budget Execution - FMIS

VISION

An integrated financial management information system (FMIS) that complies with foreign donors’ requirements and that gives the Ministry of Finance (MOF) the ability to 
manage cash and expenditures across all ministries with real time information at national, governorate and local levels.

A Treasury Department with strong financial controls and appropriate separation of duties in line with international best practices.
Donor funds are allocated, expended and reported on in the manner stipulated by donors to ensure the availability of future donor contributions.

KEY RESULT AREAS (KRAs) 

Legal framework to execute the budget using FMIS is put into place.
Initial budget accounts are produced in English using an interim version of the core accounting system based on monthly spending summaries from all Iraqi ministries.
A core accounting system for expenditure and basic cash management at the MOF is implemented.
Core system is expanded to include Baghdad ministries, providing central expense management.
A grant management unit focused on managing donor funding via the centralized budget process is established.

KEY ACHIEVEMENTS

Drafted accounting procedures and regulations (Treasury Directions) for financial control support of FMIS. Submitted Treasury Directions to the MOF.
Installed the English version of the FMIS in the MOF. Prepared and system tested the Arabic version. Translated all of the user guides and help files into Arabic. Configured 

all of the FMIS databases. 
Initiated the procurement of computer and communication equipment for Ministry of Finance and all twenty-eight user ministries in Baghdad, to be delivered and installed 

in stages.
Installed initial 50 desktop workstations, system server and test server, and a local network in Ministry of Finance for training and data entry.
Trained end users on the FMIS system; made high-level presentations about the FMIS and its capabilities to representatives of all 28 ministries and MOF staff.
Completed eFinancial training for MOF budget, accounting and IT staff. 
Completed a chart of accounts approved  by the Ministry of Finance, Ministry of Planning and Donor Coordination and the Coalition Provisional Authority to support the 

2004 budget and loaded the chart into the system with fully reconciled budget data.
Completed the World Bank specified report documents.
Set up a Loan and Grant Management Unit (LGMU) via Ministerial Decree 660. Positions and prospective staff have been identified; job descriptions were approved.
Prepared grant and project management guidelines, training courses and exercises.
Prepared and presented the architecture plans for the refurbishment of the MOF Computer Center necessary to house FMIS and network operations; prepared and passed 

to Ministry of Finance detailed work plans for Phase 1 fit out of computer area for training and data entry.
Drafted key business and functional processes to support FMIS operations.
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Budget Execution - FMIS

TANGIBLE OUTPUTS

Installed an operational version of the FMIS (in English) in the Ministry of Finance and conducted system training for MoF staff.
Completed a new budget Chart of Accounts (in English and Arabic) to support the FMIS and accounting operations.
Installed an Arabic version of FMIS, including fully populated databases to support 2004 budget.
Developed Arabic versions of FMIS user guides
Developed Treasury Directions and Treasury Procedures (in English and Arabic)
Established a Loan and Grant Management Unit (LGMU) in Ministry of Finance.
Developed architecture plans for the refurbishment of the MoF computer center.

SHORT TERM RECOMMENDATIONS (December 2004)

Design and configure the MOF Computer Center; conduct fit out of the training room, main computer room and data entry center. 
Complete procurement and delivery of additional equipment for ministries and governorate treasuries.
Complete full business processes for the MOF to incorporate FMIS requirements as well as a functional technical support document. Implement cash management 

procedures including revenue management, bank account reconciliation and cash analysis.
Develop and test GFS based reporting from the FMIS.
Assist the Ministry of Finance to agree and introduce Treasury Directions and Treasury Procedures, including accounting control forms for data entry..
Implement the FMIS in all spending agencies listed in the budget and located in Baghdad.
Develop reporting requirements for all ministries.
Implement communication links between the governorates and the MOF, and between MOF and ministries in Baghdad. 
Establish an FMIS help desk and IT center. Monitor and train staff in technical issues.
Provide support to MOF Budget and Accounting Directorates in preparation of 2005 chart of accounts and conversion of FMIS for 2005 fiscal year.
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Budget Execution - FMIS

LONG TERM RECOMMENDATIONS (2005)

Implement the FMIS in all governorate treasuries.
Develop reporting guidelines for all ministries and regional agencies.
Procure and implement revenue, purchasing and fixed asset FMIS modules in Arabic. Develop policies and procedures for all modules. Provide functional support.
Procure and implement of a payroll module or system to cover all government employees. Develop policies and procedures and provide functional support.
Support LGMU management and track the reporting of loans and grants in Iraq.
Provide LGMU training in MOF, ministries and agencies in governorates.
Procure and implement a debt management system for Iraq. Develop policies and procedures and provide functional support.
Provide FreeBalance training in all governorates; training in all new modules at the MOF, including report development and Tier 1 support.

OTHER COMMENTS 

The overall objective of the project has been achieved.  An operating Arabic version of the FMIS is installed and ready for use in the Ministry of Finance, however much 
further effort will be required to complete live operations and extend the implementation to all ministries and governorate treasuries.
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Interbank Payment System

VISION

Private citizens, businesses and government entities have easy access to fast, affordable and secure interbank and cross border financial transactions

KEY RESULT AREAS (KRAs) 

Development of operating policies and procedures concerning the Iraqi inter-bank payment system.
Outreach and training of proposed new payment system protocols and applications.
Define the next stage payments systems and associated applications in order to facilitate expansion of the system and increasing the efficiency of the check clearing 

process including debit schemes and credit card processing.
Develop the road map or high-level implementation plan for the payment system expanded locations.
Provide guidance to expand the number of locations as well as introduce Visa’s credit card payment system.

KEY ACHIEVEMENTS

Established working group of key stakeholders (CBI and commercial bankers).
Conducted the first test of existing communications system with regard to potential expansion to the interim Visa clearing system.

TANGIBLE OUTPUTS

Created a draft policy and decision on issuing licenses to perform payment operations, and the minimum standards to perform payment operations and presented it to CPA 
counterparts for review

SHORT TERM RECOMMENDATIONS (One year)

Implement an inter-bank payment system. Train end users and educated institutions on the uses and opportunity that accompanies its creation. 

LONG TERM RECOMMENDATIONS (Two years)

Continue to add financial institutions and government offices to the payment system. Assist these institutions in changing their business processes to take full advantage of 
the technology. 

OTHER COMMENTS 

Lack of support for this program left it in the planning stages when it was deprogrammed. 
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Bank Supervision

VISION

A stable, well regulated and privately owned financial system is fully integrated into international structures and offers safe and stable returns for depositors and a fair 
price of capital to borrowers

Economic and legal certainty and predictability exists within the banking sector

KEY RESULT AREAS (KRAs) 

Current compliance with Basle Core Principles for Effective Bank Supervision is assessed
Basic bank supervision regulations to support the proposed Central Bank of Iraq Law (CBI) & the Banking Law are developed and implemented
Revised bank licensing processes according to international regulatory standards are developed and implemented
A minimum regulatory reporting framework for commercial bank reporting is developed and implemented
Support is provided to the CBI for the development and implementation of a bank rating system such as the CAMEL approach 
Bank supervision training material with core, basic courses is developed and delivered to a minimum of thirty (30) bank supervision staff
Support is provided to the Bank Supervision Department as it develops and implements an outreach program which introduces policies & regulations to the accounting and 

financial communities
An on-site inspection process based on prudential bank regulations, resulting in a CAMEL type rating process is developed and implemented
On-site inspection procedures focusing on risks inherent in banking & banking activities are developed
Support is provided to the CBI in developing a basic on-site inspection manual based on international standards of banking supervision

KEY ACHIEVEMENTS

Participated in the assessment of the state-owned banks, developed and submitted a comprehensive report and recommendations 
Completed the Basle Core Principles Assessment.
Completed the Institutional Capacity Assessment for Bank Supervision.
Completed the Training Needs Assessment.
Developed a Core Curriculum for the Bank Supervision Department.
Conducted two, five-day Bank Supervision Seminar I courses. Participants included 36 key bank supervision staff and division managers.  Seminar participants were 

tested and the top 25 test scores were selected to participate in an International Monetary Fund (IMF)/Federal Reserve Bank of New York (FRB-NY) Seminar held in Bahrain.
Coordinated Bank Supervision Seminar with an IMF/FRB-NY Bank Supervision Seminar held Bahrain.
Developed a CAMEL (Capital, Asset Quality, Management, Earnings, Liquidity) Risk Assessment Policy and supporting Matrix for reviewing the commercial banks.
Developed an Inspection Manual (which include asset classification procedures) and a Report of Inspection.  
The Office of the Comptroller of Currency advisors working for the CPA have coordinated with the FRB-NY to develop the key regulations to facilitate the implementation of 

the new Banking Law.  A regulatory attorney from BearingPoint developed additional long-term regulations
Provided BSD with basic office furniture and computers.
Trained approximately 60 Central Bank staff in basic computer skills including basic Office 2003 and Excel.
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Bank Supervision

TANGIBLE OUTPUTS

Completed the Basel Core Principles Assessment.
Developed a CAMEL Policy and supporting Matrix to provide guidance when risk rating a commercial bank.
Developed an Inspection Manual and Report of Inspection based on the CAMEL risk rating approach.
Completed the Institutional Capacity Assessment for Bank Supervision.
Completed the Training Needs Assessment.
Developed a Core Curriculum for the Bank Supervision Department.
Trained 36 key bank supervision staff and division management in basic concepts and terminology and international standards in anticipation of their participation in the 

IMF/FRB-NY Bank Supervision Seminar in Bahrain.
Provided the Bank Supervision Department with the Bank Supervision Seminar I course (in both Arabic and English) in a hard copy and electronic format.
Coordinated and liaised with the IMF to ensure 21 Bank Supervisors were able to attend the IMF/FRB-NY course in Bahrain.
Developed a Regulatory Reporting Improvement Plan.

SHORT TERM RECOMMENDATIONS (2 months)

Ensure Central Bank Executive Management reviews, discusses and approves the CAMEL Policy and supporting Matrix (one week)
Conduct an off-site review of all banks using the CAMEL Policy and Matrix (two month)
Work with Band Supervision Department to review, discuss and comment on the Inspection Manual and new Report of Inspection (two months)
Implement short-term section of the Regulatory Reporting Improvement Plan (two months)

LONG TERM RECOMMENDATIONS (6 months – 5 years)

Organize and participate on bank inspections of all banks with a  3, 4 and 5 rating following the off-site CAMEL review (six months)
Continue developing and teaching the courses detailed in the Core Curriculum (one year)
Provide training and outreach programs on new banking laws and regulations to commercial bankers and central bankers (six months)
Implement the Regulatory Reporting Improvement Plan (two years)
Implement and provide training on bank licensing (three months)
Coordinate with the IMF and other US and international agencies to identify and organize training and internship opportunities (five years)
Facilitate discussions and organize meetings with regional Bank Supervision counterparts (two years)
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Direct Deposit

VISION

Develop and implement an automated direct deposit payroll system for various government ministries and institutions to Iraqi banks.  This government agency to local 
bank payment system will reduce the risk and cost associated with manual transport and distribution of funds to the banks. 

KEY RESULT AREAS (KRAs) 

Develop and implement a direct deposit program whereby local and national government organizations can provide the payment of salaries via the electronic payment 
system.   The program will develop the operating policy and procedure for this application that can be transferred across ministry and organizational lines.  

– Develop operating policies and procedures concerning the direct deposit program.  Process should include at a minimum, protocols for use (including forms and fee 
structure) and development of a proposed implementation plan.

– Create and implement the IT component of the direct deposit program.  This should include:  business rules, technology specs, change management approach, and 
database maintenance expectations.  The basis for this work will be developed with data gathered from meetings with CPA, Civil Affairs and commercial banking 
counterparts.   

– Develop the IT application and framework whereby ministries and organizations can consistently and accurately build payroll deposit databases. 
– Perform Outreach and training of proposed new direct deposit system protocols and applications.
– Develop the sequencing plan for implementation in interested organizations.  
– Provide guidance and training to the participating commercial banks.

KEY ACHIEVEMENTS

Developed Operating policies and procedures for Iraqi Direct Deposit program.  
Developed Access Database Application providing payroll management capabilities to government agencies and ministries.
Designed, developed and implemented overall direct deposit operational processes involving government agency and banks.  
Successfully implemented first Iraqi direct deposit transaction between Amanat and Warka Bank for 1200 headquarter employees.
Trained Amanat and Baghdad city council staff on direct deposit operational protocols and applications.
Facilitated electronic interchange of direct deposit payment. 
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Direct Deposit

TANGIBLE OUTPUTS

Developed Direct Deposit program project overview and design document. 
Developed DAFA database application (Direct Account Fund Access) that government agencies and ministries can use to manage payroll information and generate output 

files in a manner consistent with the bank requirements.
Developed Direct Credit Scheme document laying out the policies and procedures around the program.

SHORT TERM RECOMMENDATIONS (30 days)

Consolidate and coordinate direct deposit efforts with the efforts of the Interbank Payment System team.
Begin public outreach program to employees of prospective participant ministries of the direct deposit program.  Success of the program will rely significantly on the 

acceptance by the average employee.  A message outlining the benefits of holding a bank account, and banking services in general must be conveyed. 
Intensify efforts to bring as many ministries on-board the program ASAP.

LONG TERM RECOMMENDATIONS (12 months)

Have operational direct deposit program completely integrated with Interbank Payment System.
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Insurance

VISION

A stable insurance sector offering key general and life products and services exists
An insurance regulatory system that is based on international best practices is in place
The regulatory structure provides clarity on the requirements for insurance entities and supports the entry and exit of insurance companies in the Iraqi insurance market
Insurance staff have gained additional technical knowledge on insurance products and procedures

KEY RESULT AREAS (KRAs) 

Three state owned insurance companies are assessed and operational guidance and oversight is provided; recommendations and planning are made for restarting the 
insurance sector.

Regulatory and market entry framework is reviewed and recommendations for for long term viability are developed.
New legislation is implememented for long-term viability of the insurance market.
Training has been delivered on the new insurance legislation, insurance principles, and key general insurance products.
IAI has an agreed Code of Conduct and has communicated its role to the financial services community and to the general public.
IRAI is known with the Iraqi business community and awareness throughout the general population has increased.
Options for reintroducing the Compulsory Motor Third Party Liability Insurance Program are documented.

KEY ACHIEVEMENTS

Conducted multiple training sessions regarding different types of insurance and products.
Trained in Amman, Jordan on the principles of insurance.
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Commercial Bank Strengthening

VISION

A stable financial system is fully integrated into international structures and offers safe and stable returns for depositors and fair prices of capital to borrowers

KEY RESULT AREAS (KRAs) 

Credit is immediately extended to the public within the capacity and ability of the existing credit staff
Risk Rating methodologies are developed that are compatible with both Basel II requirements and international banking practices for all participating banks
Policies and processes designed to monitor outstanding loans, identify problem loans, and strategies developed to identify flags so that banks can work with enterprises 

before loans become non-performing
Bank operating systems, policies, and procedures are modernized and align with best practices of international banks
The accounting polices and procedures at the Banks are strengthened and brought to compliance with International Accounting Standards. 
The Banks’ budgeting, reporting, and financial review process is reviewed, and monthly variance analysis and MIS reporting in place generated from available accounting 

systems.
Documentation of revised policies and procedures consistent with IAS through a new policies and procedures manual are managed.
Bank Automation and IT infrastructure requirements are defined and presented.

KEY ACHIEVEMENTS

RAFIDIAN BANK
Operations

To date the operations effort at Rafidain Bank has concentrated on the Main Branch’s functions.  Procedures have been written reflecting current practice.  
Recommendations have been made in many areas with the major recommendation being that there should be a discrete Loan Administration function.  In this way, 
there will be better control and support of loans after the point of credit approval.  New forms and amended procedures have been written.  The staff for this function 
have been identified, instructed, and a current software package is being amended by the IT department to support all loan administration functions.  Another benefit is 
to improve the level of information that is being maintained and used for reporting.  The amended software will contain separate tables for client information and 
collateral.  The software will then be able to report on any basis.  The current version already generates the interest accrual information for the loans (available monthly 
or quarterly).

Currently, specifications are being finalized for the elements to be added.  A separate analysis of the ‘settlement’ department (i.e. the bad loan or loan workout 
department) is being made, as it appears there is no coordinated control over the group of loans for which both parties are responsible.  The accounting records are not 
proved to the loans in the loan departments and in the settlement area.  The concern is that a loan may not be managed properly through omission.

The staff in both the Loan Administration area and in the IT department are uniformly enthusiastic about the developments and have ‘bought into’ the increased 
efficiency and level of control that will be available.  Adequate resources have been assigned and the quality level of the people is very good.  It is hoped that there is 
sufficient momentum to allow the finalization of the development and its implementation in the main branch in the near term.  Thereafter, it will be relatively easy to 
distribute a proven product to all the other branches.  An additional benefit will be the ‘preprocessing’ of the loans permitting the coming automation of the bank’s loan 
portfolio to proceed with a greater level of confidence. 
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Commercial Bank Strengthening

KEY ACHIEVEMENTS continued

Accounts
Following the CPA - directed diagnostic review of December 2003  / January 2004 a detailed assessment of Rafidain’s accounting practices and procedures was done 

and found to be for the most part non-compliant.  The Advisor set up task groups, involving 40 staff, to begin the investigation and correction of unknown differences, in 
unreconciled balances of  “our account banks,” in unreconciled inter-branch accounts.  These task groups met with the Advisor nearly daily from February to mid-June 
for follow up, guidance, and decisions.   Inter-branch differences amounting to IQD 583 billion at beginning of 2004 were reduced to IQD 305 billion by May.

Also a special unit was formed to perform calculation of accruals from January 1 forward and good progress was made in this area with the development of a 
computerized accrual accounting system for Savings and Time Deposits, Overdraft Accounts, Loans, and Discounted Loans.   

Accounting policies and procedures documentation was considered but this effort will be postponed pending final decision and selection of an automated core banking 
system later in the year. 

A budget process was begun under the Advisor’s direction and a working group formed.  A budget manual was developed and translated and the process tested in 
Rafidain Main Branch.  The group is charged with developing the budgeting system for 140 operating branches and performing variance analyses.  This group will work 
closely with the automation team to develop MIS and 2005 budget details.

Additionally, the Advisor put forward a series of organizational and accounting recommendations that included: transferring the clearing department to an operations 
sector, changes in the Chart of Accounts to comply to IAS, creation of budgeting and accruals units mentioned above. Finally, western style IAS format financial 
statements for December 31, 2003 were delivered.

Credit
The Credit Advisors undertook an extensive organizational diagnostic in terms of both functional organization and processes in use. Extensive discussions were held 

with management, supervisory, and key technical personnel. 
One of the major technical achievements was design and introduction of several key credit application forms.  Working groups were formed to coordinate their 

implementation, along with new or revised working procedures. New forms implemented are the following:
Loan application, Personal Financial Statement, Balance Sheet, Income Statement, Cash Flow Statement, Loan Recommendation, Loan Review

Throughout the project period extensive on-the-job training was conducted with both Credit Department personnel and Main Office Branch lending personnel.  Joint 
interviews with Iraqi loan applicants have been used as teaching vehicles, demonstrating interviewing techniques, information gathering, financial analysis and loan 
structuring.  “Demonstration” credits have ranged up to $500,000 in size.  A “shadow” credit committee was formed to permit preliminary questioning of loan proposals 
prior to presentation to senior management, and Credit Advisors were active participants in formal Credit Committee deliberations.  

Three formal, intensive, eight-day credit training sessions were custom designed to introduce modern cash-flow based financial analysis techniques to credit staff.   
Expert banking instructors were engaged from Jordan’s Housing Bank for Trade and Finance to teach them.   Thirty Rafidain credit personnel were trained.

A suggested initial organizational structure for the Credit Department was submitted to allow for controlled growth and orderly evolution into a larger, more 
sophisticated lending operation.  A formal Credit Policy Manual was drafted, but was not able to be professionally translated because of time and funding considerations.
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Commercial Bank Strengthening

KEY ACHIEVEMENTS continued

IT and Automation
Originally the IT Advisor’s Activity Description included not only bank automation, but also made general mention of payments systems, clearing systems, automating 

central bank accounting.  In order to focus the Advisor’s efforts, the scope of this activity was narrowed, in agreement with CPA and USAID, to include only core banking 
in the commercial banks.  Payments system and Central Bank accounting was left to the CPA Treasury to address in a future project.

The Advisor developed the software architecture and hardware requirements for a large bank conversion.  He also designed a staged process for banking sectors to 
provide application needs (user requirements) and produced a plan, on PowerPoint, for the other Bank Advisors to participate in the application development.  Following 
this the IT Advisor developed and published an RFI as a first step in identifying and inviting vendors to present their qualifications and system features.  This process 
filtered out all but seven qualified banking software houses that had automated lat least three large (more than 100 branches) in the Middle East  (Arabized programs) 
within the last five years.

These were good accomplishments in the process and preliminary to meeting the vendors and to issuing an RFP.  It was at this point, however, that the Advisor left 
the project and at which point BearingPoint’s assistance in the IT / Automation activity would no longer be provided

RASHEED BANK
Operations

The major achievement for the Operations function was the creation and implementation of a Loan Operations Support department in both the Tijari and Raeesi
branches. This is the first line activity supported by a computer program.

Of equal importance, was the ability of the Systems Development team to work with the advisor and branch staff to develop the program using standard development 
techniques, and to follow this up with a plan to train line staff on the use of the computers and programs. This shows initiative, planning and talent.

The staff assigned to the Project were so positive in accepting their responsibility and training. When asked to regularly perform and meet commitments, they were 
able to do so.  Many staff participated fully in the activities leading to the implementation of the Loan system. These included staff in the Loans and Facilities areas of 
both branches, staff from accounting and current accounts, especially in the Tijari branch.

Accounts
Accomplishments centered on the transfer of knowledge. In addition to education and dissemination of a wider range of materials that included the International 

Accounting Standards training, guidance was provided on day-to-day operational issues within accounting - how one organizes an Accounting Department, 
documentation, policies, etc. Additionally, insight was provided into the utilization and advantages of modern spreadsheets, through the presentation of management 
reports, graphical analysis and automation and enhancement of the Central Bank of Iraq reporting.  

The major achievement was the empowerment of personnel in accounting with knowledge and skills to be applied in understanding how accounting can contribute to 
financial management of the Rasheed Bank.   Additionally, the Bank was left with an implemented automated CBI monthly report program, a restated 2003 year end 
financial statement, a complete set of compared IAS Standards plus IAS Standards course manual.

Relationships with the accounting department were excellent. Information was quickly exchanged and well received by both sides. A pleasant environment 
existed. Over the course of the project a trusting relationships developed with all persons with whom we regularly interfaced.
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Commercial Bank Strengthening

KEY ACHIEVEMENTS continued

Credit

Thirty-one employees in the Credit Division and the Lending Areas of the Commercial and Main Branches have received training in cash flow lending and financial 
analysis. They completed an eight day extensive course. The bank has received and accepted proposals to restructure its Credit Division to add and formalize the loan 
review and collection efforts of the Bank, and to segregate loan origination to allow extensive analysis of cash flow and financial condition of the borrower. The Bank 
has identified 20 delinquent loans that are well collateralized and has started the process of forced collection.
The Bank has agreed to begin using a new format for reviewing some credits based on principles of cash flow lending. This will also help the Bank identify the 

condition of the borrower, and the specific purpose of the loan. Credit will be tailored to the needs and abilities of the customer.

Cash Management and Reporting
A Central Bank / CPA requirement for better cash management, monetary control, and reporting by banks was developed into a specific banking task and a CMR 

Advisor appointed in March 2004.  He initially worked closely with the Statistics and IT Departments of Rasheed Bank to outline and improve the report consolidation 
process.  

The CPA report was refined and with much effort and cooperation of the Bank’s IT unit and then developed into an Excel automated report that is consolidated and 
produced by Tuesday or Wednesday following the close of previous week.  The two-page weekly Deposit, Loans, and Cash Report is a very useful tool, both at the Bank 
and at CBI, which previously had not existed.
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Commercial Bank Strengthening

TANGIBLE OUTPUTS

Completed Bank Operations Diagnostic Review of six government banks in accounts, operations, credit, and IT
Segregated loan operations processes and procedures from Credit analysis and approval system; wrote procedures guidelines; Created new organizational department –

Loan Operations
Determined the appropriate role and structure of branch operations and designed new organization chart to reflect recommendations.
Developed Operations Training  for back office staff in the newly created Loan Operations departments
Completed a detailed Accounting Diagnostic of the accounting systems of both Rafidain and Rasheed banks
Designed and delivered modern Organizational chart for Financial Management of a restructured bank 
Completed, documented differences and complied manual of IAS and Iraqi Accounting Standards Comparison
Redesigned and delivered a recommended Bank Chart Of Accounts to reflect IAS categories 
Determined outstanding differences and adjusted financial records to conform financial statements to IAS
Developed internal system to accrue interest income and expense monthly as from January 2004 IAS Financials
Revised the monthly and quarterly format of internal financial statements for weekly and monthly statutory reports
Designed and implemented automated consolidating report system for weekly Deposit. Loan and Cash reports
Designed and implemented automated consolidating report system for monthly Central Bank financial statements reports
Assisted the Banks in developing an annual budgeting process and implement monthly variance analysis for MIS reporting
Assisted the Banks in implementing financial forecasting and planning by designing budget formats and holding training sessions
Introduced  the concepts and initiated implementation of profit and cost center reporting for  financial performance analysis
Completed credit diagnostic review and evaluated the entire existing credit organization of Rafidain and Rasheed banks
Developed an appropriate credit strategy for assessing and managing industry, retail, and wholesale client selection
Developed and effected reorganization of entire credit structure and credit process into efficient and effective units
Developed sound credit policies and procedures and credit management and control systems
Developed guidelines and procedures for improving credit initiation, credit analyses, and approval capacities of loan officers and credit committee
Introduced concepts and implemented risk assessment and loan classification methodologies
Establish policies and processes designed to monitor outstanding loans, identify potential problem loans.
Initiated and assisted cooperative action between Bank’s credit and legal departments to prosecute delinquent borrower (filed suit)
Drafted and delivered a complete Credit Policies manual for translation, review, approval, and implementation by Banks’ credit departments  
Designed and delivered three credit courses to 85 loan officers - 680 trainee days (two public sector banks and four private sector banks) on new policies and procedures 
Designed and prepared a senior managers credit course to prepare credit managers in new concepts 
Built deep institutional capacity through continuous on-the-job training in credit appraisal, analysis, presentation to committee, loan recovery credit management policies
Worked with operations and information systems specialists to segregate appraisal/approval process from loan operations 
Assessed the current environment to determine availability of technology and technology-associated processes
Defined the IT infrastructure plan on PowerPoint to include core banking architecture, qualifications of software vendors, RFI and RFP process
Worked with banking specialists to prioritize IT implementations and develop user requirements and banking application needs
Determined the applications available off-the-shelf to support the prioritized banking applications and developed an RFI to select qualified banking software vendors of 

those applications  
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Commercial Bank Strengthening

SHORT TERM RECOMMENDATIONS (September 2004 to June 2005)

Bank restructuring project tasks and goal must have input from experienced bankers, not monetary economists or development specialists.
Senior Bankers with previous international bank restructuring experience to be recruited from areas of Treasury, Human Resources, Credit. Operations, Accounting, Training,  
IT automation / conversion management, MIS Budget control, Strategic Planning (The last project team was noticeably lacking in some of these key positions.

LONG TERM RECOMMENDATIONS (September 2004 to August 2008)

A continuation of technical assistance but in a more focused way on the fundamentals of the banks’ infrastructure – IT and accounting – and on credit, which is arguably the 
backbone of sound bank operations. 

OTHER COMMENTS 

Sector specific budgets under control and accountability of Sector Heads
Team-assigned vehicles with scheduling under management of Team Leader or Sector Head
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Small and Medium Enterprise Credit

VISION

A stable Iraqi Banking System following sound banking principles which satisfies domestic credit needs
An effective credit culture is developed within financial institutions and loan repayment rates meet or exceed international standards 
Small and medium businesses are able to access short and long-term bank credit, at affordable rates in order to start and grow their businesses, increasing employment, 

economic  growth and stability in Iraq

KEY RESULT AREAS (KRAs) 

A lending program is developed and implemented in private and state-owned banks to provide credit services to financially viable small and medium enterprises.
Bank loan policies and procedures are revised to align with best practices of international banks.
A comprehensive training program is provided to selected credit staff.

KEY ACHIEVEMENTS

Both nationwide and local demand surveys have been undertaken and completed.
A unique, custom-designed credit training program was conducted for selected banks located within the Sunni Triangle.
Current lending practices have been analyzed, and needed changes have been identified.  Revised procedures will be documented and implemented as appropriate bank 

personnel complete recommended training
Credit training has been developed, scheduled and delivered by Jordan’s Housing Bank for Trade and Finance.  Sessions were attended by more than 90 participants, mostly 

female, from Rashid, Rafidain and 4 private sector banks. Advisors worked to develop sound credit cultures in each bank, helping them make better lending decisions and 
strengthening their loan administration functions by participating in credit committees and coaching credit staff.  

TANGIBLE OUTPUTS

A comprehensive Credit Policy Manual containing written policies and procedures for modern lending practices has been developed and was about to be professionally 
translated as the project prematurely concluded.

A comprehensive SME strategy was developed and submitted to the CPA that included credit strengthening within the major public and private-sector banking institutions, 
firm level assistance (through business centers) and enabling reforms to the commercial legal framework

OTHER COMMENTS 

The SME strategy that was developed and submitted to the CPA in October was not acted upon. In January 2004, the CPA revitalized this strategy, but without USAID 
participation, and began plans to establish a lending program through a bank (using CPA funds) and a direct lending program outside banking institutions. The CPA’s 
discussions with USAID resulted in the establishment of a Firm Level Assistance Program to complement a direct lending program 

The deteriorated security situation frequently and substantially interfered with project staff’s ability to work with bank counterparts and to function outside of bank main 
offices 

Memorandums of Understanding with four (4) private commercial banks were never concluded by the USAID Mission.  These documents were critical to the technical 
assistance in that they provided the basis for the program.  The absence of the MOUs resulted in a frequent reluctance by the management of some of the banks to share 
confidential information.

A final round of credit training specifically targeted to middle managers at the banks had to be cancelled due to the decision to draw down advisors due to heightened 
security concerns. 
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Microfinance

VISION

A vibrant micro-finance industry exists throughout Iraq enabling micro-enterprises and disadvantaged entrepreneurs to readily access affordable credit

KEY RESULT AREAS (KRAs) 

Resources and mechanism for monitoring and reporting results of micro credit grants of $21M are established and operational.
Deployment of more than 90% of allocated lending capital
Maintenance of average repayment rates of 98% or greater

KEY ACHIEVEMENTS

The Baghdad and national credit surveys are complete
The MIS loan tracking and reporting system has been procured and will be implemented with a May 2 “Go Live” target for CHF achieved; ACDI system installation pending
CHF is currently providing approximately US$ 4.8 million in credit in the South with a repayment rate of 99 %.
ACDI/VOCA loans worth a total amount of US$ 2.4 million have been disbursed in the governorates of Kirkuk, Salah Al Din, and Erbil, with a repayment of 99% (ACDI). In 

the governorates of Babil, Basrah, Karbala and Najaf;  a total number of 1,926 loans have been disbursed with a value of US$ 3.7 million (CHF). 
The first CHF grant is 80 % deployed.  The second CHF grant is 2% deployed.  The ACDI grant is 30 % deployed
All three grants currently have nearly 100 % repayment rates. The arrears rate will be monitored closely given the temporary closure of all micro finance office throughout 

the country
Sunni Triangle training program has been designed and delivered
Installation of the Delta MIS loan tracking system for CHF successfully completed. Installation of system for ACDI is halted pending payment to the vendor.
Training for the end users is ongoing; reports are being reviewed by end users for final change requests. 

OTHER COMMENTS 

Security issues have made site visits to the grantee locations difficult and time consuming
Degraded or non-existent telecommunications hinder daily NGO operations
Opening of new NGO lending offices to increase lending volumes is largely facilitated by a sequential effort, and is constrained by budgeted personnel resources.   



Business and Systems Aligned. Business Empowered.TM

PRIVATE SECTOR DEVELOPMENT
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Business Registry 

VISION

Streamlined processes which reduce unnecessary regulation and government interference in the private sector;
Reducing administrative barriers (resulting in cost and time savings) to the establishment, and operation of companies in Iraq;
Responsiveness to the needs of local businesses and foreign investors;
Transparency which promotes confidence in and fair resolution of commercial transactions; 
Timely access to information and services through the use of web technologies; and
Coordination with other CPA efforts which impact this area, including Business Development Centers, and WTO membership.

KEY RESULT AREAS (KRAs) 

An approach and plan for registering companies that will result in broad based registration of businesses in Iraq and introduces a unified taxpayer and business 
identification number, with links to the central statistics office is developed in conjunction with the Ministry of Trade and the Registrar of Companies.

A web based application for registering companies which includes a searchable database of all registered companies, and can track companies through the registration 
process is designed and developed.

A process for registering companies that is cognizant of the computerized company registration system and compliant with new registration procedures and forms is 
developed and implemented, including a comprehensive pubic education and outreach training program that encourages businesses to register companies efficiently and 
quickly in Iraq.

The registration application is implemented in the Registrar’s office, and the requisite IT equipment to implement the system are procured and installed.

KEY ACHIEVEMENTS

Reviewed and assessed relevant laws, regulations, decrees and instructions that touch upon company law and registration of companies in Iraq
Identified impediments to implementation; recommended ways to remove such impediments 
Completed preliminary assessment of  using the same software forms and instructions for the registries in Kurdistan (Erbil and Sulamanya)
Drafted and discussed with the registrar of companies, new registration forms and Ministerial instructions for registration of domestic and foreign companies, state 

companies and commercial agents. 
Completed Functional Requirements and Approach Plan for Business Registry System
Performed Analysis of Current Ministry of Trade Business Registration System – Captured all current functionality
Created preliminary data model, annotated data element list
Developed network architecture for Ministry of Trade’s Registrar of Companies and Hosting Facility
Performed thorough requirements gathering for Business Registration System
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Business Registry 

TANGIBLE OUTPUTS

Developed forms and instructions for the registration of domestic and foreign companies, state companies and commercial agents.
Developed process flows for all existing Ministry of Trade’s Registrar of Companies’ registration workflows – New company registration, reporting modules, and update  

modules
Authored data elements listing document containing all company registration data fields, SQL data types, and database column names. 
Created Functional Requirements and Approach Plan document describing functionality required of replacement system in precise detail, including software development      

procedures, deliverables and deployment considerations
Created registration workflow spreadsheet describing, from a systems perspective, data elements required from each step of the registration process
Defined hardware and software specifications for the application

SHORT TERM RECOMMENDATIONS (May 2004-July 2004)

Develop forms and Ministerial Instructions for the business registration of domestic and foreign companies, state companies and commercial agents doing business in Iraq 
are developed

Procure software required for application platform
Develop IT project plan, budget, resource and work plan
Develop application and architecture requirements of the system
Develop a deployment strategy for the Company Registration System to the registries in Kurdistan (Erbil and Sulmanya.) 

LONG TERM RECOMMENDATIONS (Late 2004-Early 2005)

Translate Functional Requirements Document into detailed Systems Architecture and Design Document
Complete, deploy and validate electronic Business Registry System
Coordinate content of forms with interested ministries, agencies, and offices to provide business registration, taxpayer identification and Central Statistics Office reporting 

numbers and to consider the possibility of transferring the responsibility of reserving and approving trade names provided by the Federation of Iraqi Chambers of Commerce 
to the Registrar of Companies

Coordinate and harmonize the Iraqi business registry with existing business registries of the North (Erbil and Sulmanya.) A name cross check should be performed between 
registries in the North and the one of the Registrar of Companies in Baghdad

Post comprehensive information on the Ministry of Trade website relating to company registration
Organize seminars for the business and legal community, general public and government officials
Coordinate seminars with local academic institutions and develop material
Organize a public information campaign about the new registry and concepts of the Company Law
Supervise, in an ongoing basis, conduct of the business registry staff
Gain acceptance of the new system from the Business Registry staff
Train and educate the Business Registry staff on the new system
If Phase II of the Law is adopted, possibly provide the ability to register electronically by registered agents of the organization

OTHER COMMENTS 

Overall, the Registrar of Companies is now positioned to accelerate their processes and modernize their infrastructure
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Capital Markets

VISION

A transparent, dependable and administratively efficient Iraq Stock Exchange and Depository

KEY RESULT AREAS (KRAs) 

Assist and advise in development of interim Iraq Depository and Iraq Stock Exchange site.
Assist and advise CPA and Exchange staff with procurement. 
Prepare an organizational chart, staffing plan and task list, defining areas of authority and responsibility and tasks required to open.

Assist Iraq Depository personnel in identifying and implementing initial clearing and settlement solution (best efforts) and planning for medium term and permanent 
solutions.

Provide descriptive materials, written procedures, required contracts between Iraq Depository participants and trainings re dematerialization process (at least issuers, 
brokers, shareholders, Exchange).

Prepare draft client statements to substitute for old physical securities.

Define and oversee writing of code required to fit the pieces of the selected initial clearance and settlement software solution together.

Develop a website for the Exchange to facilitate information dissemination and communications.

Train Iraq Depository staff on new procedures, mentor Iraq Depository staff.

Define and assist in choice of settlement bank interface.

Assist, review and comment on a multi-day "dry run" of clearing and settlement solution conducted by the Depository (best efforts).

Work with Exchange staff to determine organizational and staffing structures, job descriptions.

Train Exchange staff regarding surveillance and enforcement techniques and strategy.

Mentor Exchange staff regarding self-regulatory (SRO) functions and help develop a market regulation structure: understanding, implementing and enforcing.

Develop a compliance, surveillance and enforcement manual, time permitting.

Prepare Exchange and Depository bylaws.

Prepare a Code of Arbitration.

Prepare a Disciplinary Code.

Prepare Code of Conduct for exchange members and staff.

Prepare trading rules.

Educate brokers regarding new trading and clearance and settlement procedures.

Conduct multi-day "dry run" of trading and post-trade procedures for brokers conducted by the Exchange (best efforts).

Assist the CPA in working with the Exchange Board of Governors regarding corporate governance issues.
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Capital Markets

KEY ACHIEVEMENTS 

Successfully assisted the Iraqis in opening the Iraq Stock Exchange on 06/24/04; thirteen brokers executed 51 trades worth approximately USD 2.5 million on the first 
trading day.

Developed a “critical-path-to-opening” workplan and organizational chart for Exchange staff.

Worked on-site on a daily basis providing assistance with the myriad problems and issues involved in opening a stock exchange and depository at an entirely new location, 
including installation of equipment, lighting, connectivity, telephone service, floor layout, air conditioning, and so on.

Prepared new Bylaws, Arbitration Code, Disciplinary Code, and Codes of Conduct for the Exchange and its members.

Created a website for the Iraq Stock Exchange at www.isx-iq.net, together with e-mail accounts for all brokers and Exchange staff.

Prepared agreements between the Exchange and:  i) its settlement bank; ii) broker-members; and iii) listed companies.

Prepared a comprehensive RFP for a fully automated trading and settlement system (at the request of the Exchange and the Project Management Office) which has been 
posted at www.fedbizopps.gov.

Completed four surveillance and enforcement training courses for Exchange staff-members.

Conducted training courses on depository operations for depository and exchange staff.

Upgraded the Exchange’s old DOS-based trade-reporting, clearance and settlement system to a more user-friendly Visual Foxpro format (as an interim solution pending 
acquisition of a new system), together with programmers at the Exchange.

Developed floor trading, clearing and settlement and surveillance and enforcement procedures, along with trade tickets and other documentation.

http://www.isx-iq.net/
http://www.fedbizopps.gov/
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Capital Markets

TANGIBLE OUTPUTS

Developed a “critical-path-to-opening” workplan and organizational chart for Exchange staff.

Performed a step-by-step review of the details associated with ISX order entry, trade execution, market data display, and post-trade clearance and settlement processes, 
identifying myriad additional tasks, large and small, to be completed before exchange opening. 

Worked on-site on a daily basis providing assistance with the many problems and issues involved in opening a stock exchange and depository at an entirely new location, 
including installation of equipment, lighting, connectivity, telephone service, floor layout, air conditioning, and so on.

Oversaw the markings for the White Boards used for trading each listed company.

Devised a client identification system to provide unique identifications for each beneficial owner at the depository level.

Conducted multiple tests of the trade reporting and clearance and settlement software.

Prepared new trade tickets and programmed the time clocks to be used on the trading floor.

Successfully assisted the Iraqis in opening the Iraq Stock Exchange on 06/24/04.

Provided advice with respect to exchange corporate governance, accounting issues, and negotiations with the settlement bank.

Arranged and attended a meeting in Amman between one of the more active members of the Exchange Board of Governors and top officials from the Jordanian Securities 
Commission, the Amman Stock Exchange and the Jordanian Securities Depository Center regarding opportunities for training and knowledge transfer.

Upgraded the Exchange’s old DOS-based trade-reporting, clearance and settlement system to a more user-friendly Visual Foxpro format (as an interim solution pending 
acquisition of a new system), together with programmers at the Exchange.

By adapting the software of the old Baghdad Stock Exchange, devised interim remedial measures to provide the missing system elements under the “New York” clearing and 
settlement solution – particularly linking New York to a post-trade reporting and shareholder recording system in Baghdad.  The “New York” solution was eventually 
scrapped due to numerous deficiencies, upon the advice of the Advisors.

Provided a description and evaluation of simple alternative mechanisms for trading, clearing and settlement.

Prepared a comprehensive RFP for an automated trading and settlement system, which has been posted at www.fedbizopps.gov.

Initiated and facilitated discussions between the Exchange and the Slovenian Government regarding a possible donation to the Iraqis by the Slovenians of their automated 
trading and depository/registry systems.

http://www.fedbizopps.gov/
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Capital Markets

SHORT TERM RECOMMENDATIONS (Four Months)

The most pressing need of the Exchange is to procure an automated trading and settlement system.  An RFP has been posted by the PCO and simultaneous discussions 
initiated with the Slovenian Government in this regard. 

A project manager is needed to coordinate acquisition and implementation of the automated trading and settlement system. Significant follow-through is needed to field 
questions from vendors, negotiate with the Slovenians, assist the Exchange as they prepare for installation, and oversee implementation.

The move to automated trading will require significant training of brokers on the workings of the new system and associated trading strategies.  Tapping resources in Jordan 
or Bahrain are promising avenues for such training.

The move to automated clearing and settlement will similarly require hands-on assistance to Depository officials and staff regarding implementation of the system.

At the conclusion of the current project, a great many Exchange regulations will have been drafted and translated, but not sufficiently discussed, revised and adopted by the 
Exchange.  Follow-through in this area will be necessary.

While Advisors will have completed significant introductory training and documentation regarding the compliance, surveillance and enforcement capabilities of Exchange and 
Depository staff, much will remain to be done to reinforce and expand those capabilities (including such things as on-site member inspections).  Further, it is expected that 
the electronic trading and settlement system to be acquired will have a built-in surveillance system with alerts based on adjustable parameters.  Such a system requires 
extensive hands-on training on setting the parameters, recognizing suspicious trading activity, following through with informal inquiries or full-blown investigations, and 
imposing sanctions in appropriate cases.

LONG TERM RECOMMENDATIONS (Six Months or more)

At the conclusion of the current project the Exchange will have received a draft Arbitration Code.  Assistance will be needed to implement this code, train arbitrators, and 
conduct mock and actual arbitrations.

At the conclusion of the current project the Exchange will have received a draft Disciplinary Code.  Assistance will be needed to implement this code, train disciplinary panel 
members, and conduct mock and actual disciplinary proceedings.

The primary stakeholders in the Exchange, brokers and listed companies, will be subject to Exchange codes of conduct and various other rules.  Extensive compliance 
training will be needed along with drafting of model internal rules and procedures for these entities.

For investors to trust the market, a fully-functional Iraq Securities Commission is imperative.  Currently, the Commission has five Commissioners and an interim law 
outlining its powers, but little else.  Substantial assistance is needed in all areas, including enforcement, issuer accounting and disclosure, market regulation, and the internal 
functioning of the Commission.  Assistance in connection with passage of a permanent securities law will also be needed.

Above all else, investors worry about the corporate governance of the listed companies in which they invest.  A fair and efficient exchange is of little benefit if companies 
are diverting profits or engaging in share dilution.  Training of corporate directors, a corporate governance code and a public ranking of companies on their compliance, 
passage of the permanent company law, preparation of relevant Securities Commission regulations and associated enforcement capabilities, and movement towards 
international accounting standards and improved disclosure are all needed.

The Registrar of Companies continues to have a substantial corporate governance role under the interim and draft permanent company laws.  Training and advisory 
assistance are needed to help the Registrar understand its responsibilities and how to balance effective enforcement with the need to refrain from imposing unnecessary and 
expensive bureaucratic requirements.
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Electricity Institutional Strengthening

VISION

State owned electricity companies are operating on a sustainable, commercialized basis with best practices in financial management, billing and collection, metering, customer 
service, adoption of a cost recovery tariff structure and internal controls

Accounts and functions of electricity companies are unbundled to enable private sector participation

KEY RESULT AREAS (KRAs) 

A change management infrastructure and process is developed and integrated into the Electricity Sector.
Billing and Collection processes and systems are assessed and institution strengthening recommendations are developed
Billing and collection is restarted using existing systems
Billing and collection process improvements and procedures are developed and implemented that lead to an increase in collection; percent collection improvement is 

documented
New billing system requirements are defined and tender documents are developed
An IT strategy to implement the IT infrastructure required for modernization is developed.
Organization structure is assessed and institution strengthening recommendations are developed and implemented.
Organization Structure and Staffing Assessment recommendations are implemented.
Current coverage is assessed and recommendations are developed for improving the metering coverage.
Specifications for a metering system that is accessible, theft proof, weather resistant and efficient are defined;  the pilot project is defined.
Financial staff are trained and able to apply seven International Accounting Standards (IAS) standards.
A Chart of Account is revised and adopted with a separation of accounts for Ministry and commercial activities
FY 2003 financials are recast in IAS consistent format. 
Internal controls that strengthen accounting and auditing process implemented
Senior management are trained and fully capable of establishing the FY 2005 budget parameters. 
Budget planning processes are established and formalized, and staff are trained on budget planning procedures and methodology 
A statistically significant study is developed and completed to define the hours of electricity provided and consumed, by neighborhood, in greater Baghdad

KEY ACHIEVEMENTS

Formed the Executive Working Group, approved by the Minister of Electricity, to discuss, adopt and champion reforms. Three Sub-committees were created, staffed, and  
trained in areas of  tariff, budget, internal control and accounting reforms.

Delivered a presentation of the core objectives of the Executive working group's  to an audience of 70+ financial managers and executives. 
Conducted 30 training sessions with a total of 225 participants on the following topics: Corporate Governance, Code of Ethics, Code of Conduct,  Internal Control, Anti-

corruption Campaign, Public Relations Campaign, Tariffs and Budget. 
Conducted three Ministry wide presentations, to update the Ministry and Electric companies leadership on the progress of the project. Each session was attended by all Directors 

Generals, heads of all financial, economic, planning and technical departments. Over 291 representatives attended these sessions  from South, North, Middle regions, and Ministry 
Headquarters. 
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Electricity Institutional Strengthening

KEY ACHIEVEMENTS (continued)

Completed assessment of billing and collection process.
Developed recommendations for institutional strengthening.
Recommendations adopted by the Ministry of Electricity.
Restarted Billings and Collections process using existing systems.
Increased bill distribution to a rate of 31% of prewar levels. 

Aged the outstanding debt schedule.
Design a billing and collection process that could be successfully implemented in Iraq.

Defined a new Billing and collection system and developed tender documents.
Designed a Pilot for modern, secured and fully equipped Collection Center.
Developed an IT strategy to implement the IT infrastructure required for modernization of the Electricity sector in Iraq.
Developed overall architecture required for an implementation of an Integrated Financial management system.
Provided requirements for hardware, software and training required for  the implementation of the Integrated Financial management system.
Completed Organizational structure and staffing assessment on macro and micro levels.
Provided recommendations for structural changes to the current organization structure of the Ministry and companies.
Completed a metering study, based on the study a pilot program is designed.
Designed Technical tender for procurement of meters.
Recommended Pilot program on pre-paid meters.
Trained financial staff  to apply seven International Accounting Standards (IAS) . Over 189 Professionals have been trained in ten weeks on the International Accounting 

Standards # 1, 37, 10,14, 34, 8 and 11. Each participant took and passed a quiz at the end of each training session.
Executive Working Group unanimously approved implementation of the new Chart of Accounts (COA), one that is in compliance with the International Accounting 

Standards (IAS).
A Chart of Account is revised and adopted with a separation of accounts for Ministry and commercial activities. 
Completed mapping of the new Chart of Accounts in compliance with the IAS system of accounting.
FY 2003 financials are recast in IAS consistent format. All available financial statements, for the Ministry and Companies, including Trial balance, Balance sheet and 

Income Statement presented in two formats, one that is in compliance with the current accounting practices and second that is in compliance with the IAS standards. 

Implemented Internal controls that strengthen accounting and auditing process. Codes of Conduct and Ethics in Arabic are complete and presented to the Executive 
Working Group.

Developed and implemented procedures to improve internal controls for cash receipts.
Trained Senior management in processes and procedures as they relate to establishment of  the FY 2005 budget parameters within which the FY 2005 budget will be 

planned, approved and executed.
Established and formalized budget planning processes.
Trained financial staff in budget planning procedures and methodology. 
Provided assistance on identifying the size of the budget gap for CY 04, and obtaining Ministry of Finance concurrence for an additional allocation of funds.   
Contributed to the CPA/MOE submission for supplemental budget spending. 
Developed and completed a statistically significant study  to define the hours of electricity provided and consumed, by neighborhood, in greater Baghdad.
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Electricity Institutional Strengthening

TANGIBLE OUTPUTS

Completed and presented Codes of Conduct and Ethics (in English and Arabic) to the Executive Working Group.
Assessment of billing and collection.  
Documented Billing and collection process improvements.
Design a billing and collection process that could be successfully implemented in Iraq. 
A new Billing and collection system is defined and tender documents are developed.
Described  the functions and deliverables of the required IT financial management system for the Electricity Sector.
Specified  the overall architectural requirements for IT financial system for the Electricity Sector.
Completed assessment of management  control span, reporting relationships, and resources availability and utilization.
Completed Strategy for rationalizing employment.
Completed metering study and designed a Pilot program on pre-paid meters.
Developed a questionnaire to assess metering and customer information.
Designed Technical tender for procurement of meters.
Developed an Excel driven program that allows for conversion of the financial data from current Chart of Accounts to the new  IAS compliant Chart of Accounts and 

restatement of financial reports in compliance with the IAS.
Over 189 Professionals have been trained in ten weeks on the International Accounting Standards # 1, 37, 10,14, 34, 8 and 11. Each participant took and passed a quiz at 

the end of each training session.
Reviewed reporting functions as they relate to accounting, internal control and financial and budgeting systems and applicable processes and procedures. Review of 

financial records such as annual reports, budgets, interim reports, management reports, and audited statements. 
A Chart of Account is revised and adopted with a separation of accounts for Ministry and commercial activities. Completed mapping of the new Chart of Accounts.
Assessed internal control functions  with a focus on improving accounting and financial management. Examine adequacy of the current systems covering asset control and 

recording, accounts payable procedures and inventory control. 
Developed procedures to improve internal controls for cash receipts and bring them in line with Best Practices.
Integrated Financial Planning paper on budget planning process is completed and presented to Executive Working Group
Conducted 4 hands –on work sessions with accounting and budgeting departments staff on the current and future processes of budgeting and its effects on operational and 

capital cash flow projections. 
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SHORT TERM RECOMMENDATIONS (Three months)

Recommence robust change management program within the Ministry of Electricity and Electric Companies, this component is crucial for successful implementation of 
meaningful restructuring and significant reforms.

Embark immediately on a Pilot program for modern, secured and equipped Collection Center.
Initiate procurement of the Integrated Financial Management system for  the Electric companies. 
Embark immediately on implementation of the organizational restructuring of the Ministry of Electricity and companies, including all financial functions.

The restructuring must be performed in tandem with a robust change management program.
Implement immediately a Pilot metering program.
Recommence a robust training of the Financial staff on the International Accounting Standards (IAS) standards.
Recommence a program of strengthening Internal controls and auditing process.
Recommence training program on Budget planning process.
Institute recommendation provided in the Integrated Financial Planning paper.

LONG TERM RECOMMENDATIONS (Three months to One year)

Procure and implement Integrated Financial Management system.
Installation of modern Collection Centers.
Modernize Internal control function.

OTHER COMMENTS 

It became apparent that in order to accelerate a clear understanding of the restructuring process and implementation of strong internal controls and the 
new financial management system a group of local professionals (within the Ministry of Electricity and companies), which is leading this effort within, must be exposed to a 
study tour of a well run municipal Electric utility in a developed country. 
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Electricity Institutional Strengthening (COS)

VISION

The true cost of service for electricity is defined as the economic basis for developing a tariff structure in Iraq.
A rational tariff structure is in place that balances the national goals for the sector, industrial growth, conservation, and a safety net for the disadvantaged.

KEY RESULT AREAS (KRAs) 

The cost of service for delivering electricity to customers  based on current accounting records is determined and an initial tariff policy with tariff tables is developed.

KEY ACHIEVEMENTS

Completed Cost of service (COS) study, and determined the real cost of service.
Completed Rate analysis.
Built Tariff models with a rate design based on cost recovery, LRMC, proper pricing signals, and investment and customer initiatives.
Developed a strategy for cost analysis and rate base.
Developed a cost of service and tariff models which were agreed upon by the CPA and Ministry of Electricity.
Formed the Executive Working Group and a Cost of Service (COS)/Tariff Committee, with approval of the Minister. 
COS/Tariff Committee has been vital in the assessment of the current tariff structure and recommendation of solutions.  Assumptions used

to develop allocation factors, and political implications associated with timing of the tariff increase have been considered by the COS/Tariff Committee.
Trained Ministry staff, including COS/Tariff Committee members, on rationale and mechanics of developing and maintaining cost recovery tariffs 
Trained Ministry staff, including COS/Tariff Committee members, on the methodology and principles of developing tariffs using tariff models.
Presented a Cost of Tariffs for various recovery options to the Executive Committee Group, the Minister, USAID, and CPA. 
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TANGIBLE OUTPUTS 

Completed Cost of Service based on Actual results for FY 2002.

Completed Cost of Service based on Budget numbers for FY 2004.
Tariff models are built with a rate design based on cost recovery,  LRMC, proper pricing signals, and investment and customer initiatives.

A strategy for cost analysis and rate base has been developed and a cost of service model and the principles of a tariff model were developed and agreed upon by the CPA 
and Ministry.  

Separated generation and transmission costs to allow for future privatization.
Created policy papers on design of Tariffs and Cost of Service issues.
Calculated impact of full fuel liberalization on Tariffs for Budget year 2004.

SHORT TERM RECOMMENDATIONS (Three months)

Deliver more extensive training program based on Cost of Service/Tariffs concepts to a specific section of Ministry of Electricity personnel.
Embark on a greater role of the Public Relations Campaigns within the Iraqi Electricity sector.
Install additional meters for customer demand models.

LONG TERM RECOMMENDATIONS (Three months to One year)

Update Cost of Service model based on the actual numbers from FY 2004.
Develop Cost of Service study for Budget for FY 2005.
Update bill frequency distribution by customer class.
Expose Ministry of Electricity personnel to a travel study tour involving rate hearing process at the FERC.
Develop a mock rate hearing process to prepare the Ministry of Electricity for unveiling of the institutionalization of the Electricity Regulator.

OTHER COMMENTS 

Having gained the momentum for the acceptance of all bearing Point initiatives within the Ministry of Electricity, a follow-through with implementation is expected to result in 
great achievements in the future. 
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Electricity Master Plan

VISION

A ten-year master plan that accurately projects electricity supply and demand for the purposes of developing sector policy, infrastructure maintenance, investment and   
expansion planning.

A safe, reliable supply of electricity is available to the citizens of Iraq  at reasonable prices.   

KEY RESULT AREAS (KRAs) 

A generation expansion plan is completed.
A transmission expansion plan is completed.
Recommendations for improving distribution system maintenance, reliability, and reducing technical losses is completed.
Least cost plan for fuel supply for power plants is completed.
Electricity Master Plan for Iraq is completed.
Iraqi specialists are trained on expansion planning.
CPA initiative to prioritize projects in November and increase generation in summer 2004 is supported.

KEY ACHIEVEMENTS

Completed monthly peak and energy demand forecast for 2004 - 2020 for three scenarios, and forecast transmission substation loads for 2004 – 2008.
Prepared generation expansion plans for 2004 – 2020 for 20 scenarios.
Determined value of potential projects (large interconnection, rehabilitations, completing partially built steam units).
Completed detailed load flow, short circuit, and stability studies of transmission system for summer 2004, summer 2005, and summer 2008.
Prepared transmission expansion plan for 2004 – 2008 for two scenarios.
Developed recommendations for improving distribution system maintenance and reliability, and reducing technical losses.
Prepared least cost fuel supply plan and determined cost and availability of power plant fuels.
Completed Electricity Master Plan for Iraq.
Trained 11 Iraqi specialists on generation expansion planning and in the use of transmission system analysis and expansion program PSS/E.
Established transmission project priorities for appropriations from the supplemental budget (CN 2207) and supported CPA’s 6,000 MW summer 2004 initiative through 

transmission system analysis, fuel supply planning, and three network support activities.
Procured two perpetual licenses of PSS/E that have been assigned to the Ministry of Electricity.
Established Project priorities for appropriations from the supplemental budget (CN 2207) for the sector.
Supported CPA initiative for increased supply in summer 2004, through facilitation of analysis of: transmission, monthly fuel supply, and  capacitor placement; development 

of transformer specification; support of distribution substation standardization, and development of a generation capability tracking system.
Identified requirements for generation, transmission, and distribution planning software, hardware, and training for Iraqi planners and operators.  As a result, an estimated 

US$ 2.5 million of generation, transmission, and distribution planning software, hardware, and training will be procured by PMO through a high priority task order.  
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Electricity Master Plan

TANGIBLE OUTPUTS

Generation Expansion Report - Task 7 Report.
Reports on transmission system analysis and expansion planning:

Iraq Transmission Study – Summer 2004 Peak Load.
Summer 2005 Peak Load Study – Task Report 8A.
Summer 2008 Peak Load Study – Task Report 8B.
Transmission Expansion Plan Through 2008 – Task Report 8.

Report on Distribution System Maintenance, Reliability, and Losses – Task 9 Report. 
Fuel Supply Report  - Task 5 Report.
Electricity Master Plan Report.
Workshop on generation expansion planning  - documented in Task 10 Report.
Provided Ministry with two copies of PSS/E software, one desktop computer, and five days of training for eleven ME staff.
Demand Forecast Report - Task 4 Report.
Report on Support of CPA Initiatives – Task 2 Report 

SHORT TERM RECOMMENDATIONS (Three months)

Embark immediately on a program to install 800 MW of natural gas fired simple cycle gas turbines in the Basra area as early as possible in 2005.
Embark immediately on a program to install 1,200 MW of natural gas fired combined cycle power plants in either the Akkas or Mansuria gas fields as early as possible in 

2006.
Initiate a least-cost power plant fuel supply program based on natural gas by implementing specific projects.
Initiate the preparation of a national Natural Gas Master Plan for Iraq.
Implement a fuel quality control program with a focus o liquid fuels burned in gas turbine power plants.
Implement numerous recommendations regarding distribution system maintenance, reliability, and losses.

LONG TERM RECOMMENDATIONS (Three months to One year)

Start the phased replacement of liquid fuels in existing plants with natural gas as supplies become available.
Procure distribution, transmission, and generation planning software, computers and peripherals, and training for the Ministry of Electricity.
Develop a more comprehensive data base on potential new hydro plants.
Update the Master Plan on a yearly basis.

OTHER COMMENTS 

Natural follow-on activities include preparing the ME to update the Master Plan; establishing a framework for rationalized non-ME / eventually private sector participation; 
supporting improved decision-making through project analysis and training in it; and developing a work plan for demand-side management programs.



© 2004 BearingPoint, Inc.

Appendix C – Page 43

Electricity Regulatory Agency

VISION

The grounds for an independent regulatory agency for Iraq’s electricity sector are created; an independent regulatory agency is stood up.

KEY RESULT AREAS (KRAs) 

The foundation for an independent regulatory agency is established.
An independent regulatory agency is made operational.

KEY ACHIEVEMENTS

Established a Regulatory working group comprised of a cross-section of stakeholders from the Electricity sector 

Examined the existing legal framework as it relates to the operation and governance of public utilities including a comprehensive review of background documents.
Developed the policy parameters of an independent regulatory framework. 
Developed the primary legislation to enable the establishment of an independent regulatory agency.
Developed a budget for an independent Regulatory agency.

TANGIBLE OUTPUTS

Regulatory Analysis of Transitional Administrative Law and Potential of Economic Regulation in Iraq

Position Paper on the policy parameters of an independent regulatory framework

SHORT TERM RECOMMENDATIONS (Three months)

Develop secondary legislation for the Regulatory Agency.
Stand up an independent regulatory agency.
Assist in the selection of Commissioners for an independent regulatory agency.
Develop documents that will support the Code of Ethics for the Chairman and commissioners of the Independent Electricity Regulatory Commission (ERC). 

LONG TERM RECOMMENDATIONS (Three months to One year)

Train Commissioners and staff of the Independent Electricity Regulatory Commission.
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Telecommunications Institutional Strengthening

VISION

Iraq’s telecommunications sector is part of a modern, market driven Communications Technology sector, with sector laws and regulatory oversight, and strong institutions 
with capacity to support the ICT industries, ministries and state owned enterprises operating in the sector.

Telephone industry as part of the Communications Technology sector is restructured to operate in a market-oriented environment on a commercial, sustainable basis with 
strategies, support, advice and best practices in: planning, financial management, billing and collection, customer service, human resources development, interconnection 
agreements and regulatory affairs.

The Iraqi Telecommunications Sector serves a teledensity of over 20% in 3 years with data and voice provided as bandwidth connections to the end users or their 
independent providers.

Ministry of Communications is reorganized as the Ministry of Communications Technology, the ITPC is separated and the Telephone and Post companies privatized.
Telephone company is part of a wholesale and retail market, but not dominant or subsidized by public funding.

KEY RESULT AREAS (KRAs) 

Deliver an assessment of  ITPC’s current operations, infrastructure, assets, financial and accounting capabilities, and organization structure.  
Develop strategies for un-bundling MOC and ITPC, functional un-bundling of ITPC, and strengthening and restructuring of ITPC with the goal of commercial viability.
Develop a management model and organization structure for the restructured ITPC and MOC .
Identify key staff in the organization for filling key management positions and developed customized training plans.
Review available ITPC financial information for CY 2003 and YTD 2004 and prepared documents and flowcharts on accounting and financial practices.
Prepare high level strategy on financial and accounting practices to assist in conversion to IAS.
Assist ITPC to develop an operating and capital investment program budget for CYs 2004/2005 and identified candidate projects for capital investment.
Prepare training for key budget and finance staff on IAS and new budget processes – first person trained as trainer for rest of staff.
Review billing and collection processes and developed recommendations for changing the process.
Develop business requirements for new provisioning/ billing/customer care system (Operational Support System – OSS). 
Develop an implementation strategy that identifies the organizational, structural, and process challenges to implement a new OSS.
Assist ITPC in developing a network build-out strategy that addresses upgrades to current assets, network expansion, interconnectivity, and migration to digital technology. 

KEY ACHIEVEMENTS

Identified $900 Million in key projects for infrastructure strengthening of ITPC.  Also identified funding issues to pay for this.
Established coordinated structures and rapport with key management at all levels in CPA-MOC, ITPC, and Ministry
Developed corporate restructure model that is recommended for all ICT sector SOEs.
Trained Iraqi Accountant in IAS.  He may be a key trainer for ITPC and future SOEs and Iraqi companies for IAS and budgeting training.  
Trained 25 key people within the ITPC on corporatization, working groups, business practices and restructuring 
Set a strategic vision for the ITPC for their first major joint operating agreement for a market-based project – the International Zone.
Met most deliverables with limited staff resources, shortened timeframes, and severe security conditions.
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Telecommunications Institutional Strengthening

TANGIBLE OUTPUTS

Developed and presented a PowerPoint presentation to CPA-MOC on Policy Reform and Restructuring of the ITPC – entire organization, support staff from military and PMO 
office attended, this became the core document for structuring the CA-MOC and strategy for the ITPC restructuring

Developed and delivered key HRD – training and Staffing forecasting tool, OSS Strategy and concepts, matrix for staffing, working group design, and flowcharts of key 
accounting processes.

Identified priority projects and structures for tracking costs and working groups. This resulted in a coordinated work plans among CPA-MOC, ITPC, and advisors.
Delivered Assessment and Strategy Reports for ITPC and Ministry of Communications.

SHORT TERM RECOMMENDATIONS (30-90 days)

Re-evaluate assessments, projects and status that were valid as of end of contract, and develop a plan to implement institutional strengthening and restructuring of the ITPC.  Determine a process 
to track key performance indicators at the ITPC.

Develop recommendations for restating 2003 and 2004 financials in IAS compliant formats. Plan and Initiate accounting systems in ITPC based on Chart of Accounts. Train key staff on accounting 
systems and processes. Continue accounting system development with goals of developing operating and capital expense budgets for FY 2004/5 and begin forecasts for future budgets.

Begin asset management analysis planning and gather available data using existing assets and new projects underway. Track major projects for funding and project management compliance; use 
as basis for financial management systems designs and planning.

Develop a plan to implement the management model and organization structure for ITPC. Assess gaps in management areas and develop best practices for a modern communications 
company. Develop Implementation plan for position descriptions for key management and executive positions. Identify and begin training programs for key staff.

Initiate planning for new billing strategies and product development and management. 
Integrate regulatory affairs into corporate governance practices.
Evaluate current assets for possible privatization; strengthen assets and operations according to best business practices to attract potential investor.
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LONG TERM RECOMMENDATIONS (3 to 18 months)

Implement Best practices for operating and capital investment budget processes.
Implement new organizational structure with corporate model and wholesale and retail units and key persons, utilizing Subject Matter Experts – SMEs as three to six month advisors for knowledge 

transfer using on the job training and delivered training.
Identify key investment areas for future funding using best practices and plans developed that are supportive of markets and competitive environment.
Integrate planning and investment needs into Master Plan and sector planning models.
Begin integration of support systems data into Decision Support Systems and Financial Management Systems.
Identify carrier billing systems needs and plan for integration into corporate systems.
Support ITPC network project build-outs and planning for future expansion.
Develop market analyses for demographics of users and anticipated sales and capacity forecasting for long range planning. 
Seek strategic partner for long-range operations.
Begin divestiture and privatization of the company as wholesale and retail businesses.
Audit key business practices to ensure compliance with IAS and new procedures. 
Conduct an operational review to determine operational efficiencies based on performance indicators.
Develop next year – FY 2006, budget and planning cycle.

OTHER COMMENTS

The new Ministry of Communications is motivated and appears capable of molding an emerging company, but is constrained by internal resources who are not trained or 
experienced in modern management or telephony and data communications management techniques. Subject matter expertise is severely or totally lacking in many 
departments.

There is concern for funding and resources needed by the ITPC to execute needed projects to provide basic elements of networks and connections to end-users given the 
need to add over 4 million users and to spend several billion dollars to achieve this while restructuring a divestiture.

Internal controls, tracking of contracts, expenditures and management and staff selection are urgently needed to prevent corruption, abuse of power, and inappropriate 
placement based on relationships rather than capabilities.
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Telecommunications - Master Plan

VISION

The vision for the Information and Communication Technology Sector in Iraq is one in which the citizens of Iraq will develop an open, responsible and universally 
accessible information and knowledge society, in which ICTs are used in all applicable aspects of education, governance, society, ecommerce and industry to improve 
efficiencies, effectiveness, and quality of life.

KEY RESULT AREAS (KRAs) 

Establish an ICT sector Advisory Board for ongoing coordination, guidance, and validation  
Comprehensive assessment is performed
A gap analysis is performed
Develop a five year demand projection for ICT infrastructure that account for social, cultural, demographic, economic and political factors that will impact demand
Master Plan Coordination takes Place
The Long-Term Vision and Action Plan is developed

KEY ACHIEVEMENTS

Foundation processes was laid for the creation of the sector Advisory Board with the key stakeholders. Created an outline of how the board will function, its make up and 
suggestions on governance was provided along with a recommended member make up from ITPC, Iraqna, MTC, Banking, Education, Oil, Federal Government, Internet, 
Legal, Broadcast and Media

Prepared Assessment document and presented it to the key stakeholders for review. This document is the framework around which the plan is written and is the the most 
comprehensive overview of the ICT sector available

Developed a five year demand projection for the ICT sector and included it in the final master plan
Developed a gap analysis and recommendations and submitted it with the final master plan
Developed vision statements for the ICT Sector
Prepared and delivered the application package for the reacquisition of .IQ domain for the CPA-MOC
Packaged the many inputs into one master plan for the ICT sector
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Telecommunications - Master Plan

TANGIBLE OUTPUTS

Developed the World Economic Forum Financial Summary Document . Used it to outline the investment climate for Iraq.
Developed Vision Statements for the following areas: the ICT Sector, Ministry of Communications, Iraqi Communications and Media Commission, the ICT Sector Advisory 

Board
Developed a comprehensive Assessment of the ICT Sector including investment climate, Ministry of Communications, Iraqi Communications and Media Commission, the Iraqi 

Telephone and Postal Company, the Mobile Sector, the Media Sector, and the Private Sector
Developed a gap analysis and recommendations covering the ICT sector with emphasis on Industry, Commerce, Government, Education and Society.
Developed a list of sector recommendations for the ICT Master Plan

SHORT TERM RECOMMENDATIONS (60 days - 90 days)

Create an ICT Advisory Council to foster interaction and cooperation within the ICT community where possible
Clearly define the role of the Ministry of Communications, Iraqi Communications and Media Commission, and the ITPC, with a formal and open statement concerning 

government policy in the ICT sector and sub-sectors

LONG TERM RECOMMENDATIONS (90 days - 180 days)

Establish a group of industry participants that will assist in the development of a new Telecom Law and review the regulatory environment with the goals of facilitating the 
development of existing ICT service providers and private sector participation

Initiate a Corportization Program for the ITPC, focusing on: Reconstitution of Board of Directors, Functional Organizational Restructuring and other key items that will assist 
it in attracting third party investment and lead to privatization

OTHER COMMENTS 

Establish a telecom team early in the process to assist the existing teams identify needs and see that they are included in the ICT master plan for implementation
Use the existing master plan team to provide input to the type and kind of resources that the team needs in the way of assistance to continue to build the plan and oversee 

its implementation 
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Telecommunications Regulatory

VISION

Efficient, reliable telecommunications and information access, widely available at reasonable prices.

KEY RESULT AREAS (KRAs) 

Existing policy, legal and regulatory framework for the sector, as they relate to the operation and governance of telecommunications and information systems are examined. Policy and regulatory 
parameters that need to be reformed or created are defined, as well as a process for debating, deciding and implementing policy reforms. 

A comprehensive strategy for establishing the operations of the regulatory agency (ICMC) is developed, along with the enabling legislation for telecommunications oversight.
Statutes, bylaws, rules, internal regulations and management and operating policies and procedures are drafted, in conjunction with CPA-MOC staff; proposed rules and regulations are drafted. 
Merit-based selection process for the senior members of the Commission is created. Position descriptions are created, along with selection criteria.
Training delivered on public utility regulations and frameworks
Agency rules and market parameters are developed; licensing regulations for aspects of the telecommunications sector are developed.

KEY ACHIEVEMENTS

Draft of the new permanent law was discussed at ICMC’s first meeting to replace CPA Order #65.
Developed the draft requirements analysis for the creation of a regulatory support system (RSS or internet portal), which will serve as a training portal and the ICMC’s

public interface. A comprehensive RFP will be let by the PMO. 
Participated in a conference sponsored by the UK Foreign Office, and planned further training, both on-site and off-shore, in conjunction with the US Telecommunications 

Training Institute.
Filed necessary paperwork to gain the domain “.iq” for ICMC. This was a major objective of the CEO of ICMC as a pubic step, and will form the cornerstone of his planned 

public information campaign, tentatively scheduled for this fall. 
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Telecommunications Regulatory

TANGIBLE OUTPUTS

Drafted a complete Iraq Communications and Media Act.
Drafted a statute, regulatory framework, licensing rules and rules of procedure and organizational rules for ICMC. Also created position descriptions for key positions.
Explored policy, corporalization and restructuring in working documents.

SHORT TERM RECOMMENDATIONS (Three to Six months)

Drafting of procedural and substantial regulations; work with the management of ICMC to understand the functions of a regulatory body.

LONG TERM RECOMMENDATIONS (One year)

Provide technical assistance and ongoing support regarding the operations of a regulatory body. 
Develop a training course, and possibly a training center, for the staff of the commission.
Develop a comprehensive public education campaign.

OTHER COMMENTS 

ICMC was only formed on April 20, leaving insufficient time for in-depth regulatory training. The concept of regulation still is not well understood by the professionals 
working within organization.  



Business and Systems Aligned. Business Empowered.TM
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Iraqi Currency Exchange

VISION

A single, stable currency is in circulation with security features that make the currency to counterfeit
All old Iraqi Currency, including currencies used in the north, south and central Iraq, is destroyed and out of circulation

KEY RESULT AREAS (KRAs) 

The infrastructure to manage the currency exchange is established
The policies and procedures used to mange and execute the exchange are developed
CPA, Logistics, Banking and Security personnel are trained on elements of the currency exchange
Currency is received and distributed to hubs and banks in anticipation of start of currency exchange
Additional currency is received and distributed to hub and banks to replenish stocks and old currency
Old currency is collected, verified and destroyed
The project is closed out and all equipment and personnel are demobilized.

KEY ACHIEVEMENTS

The exchange was successfully concluded on 15 Jan 2004.  All targeted results have been achieved with the exception of the currency being verified and destroyed.
106% of the original target goal of 4.3 trillion new Iraqi Dinar is in circulation. 
100% of all old currency has been collected, approximately 12,000 tons, and approximately 35% of the old currency has been destroyed

TANGIBLE OUTPUTS

Final report on the Iraqi Currency Exchange was produced and published.

OTHER COMMENTS 

The final verification and destruction process will not conclude for several months as the Central Bank of Iraq has decided that it must conduct a 100% verification of the 
old notes in order to account for possible counterfeit and inaccurate bank note counts.  The assistance that BearingPoint provided USAID, the CPA, and the Central Bank of 
Iraq met or exceeded everyone’s expectations by meeting the aggressive goals and timelines established so that the Iraqi nation could have one stable currency for the whole 
country.
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National Economic Survey of Iraq

VISION

Help Design and Implement a National Economic Survey of Iraq (NESI). The survey will utilize 20 or more Iraqi field economists and their 35 or more assistants to perform 
a systems analysis of each sector of Iraq’s economy over a year’s time. Initial sectors to be studied include Agriculture, Petroleum, Housing and Construction, Electricity 
and Water Utilities, and Finance, including small and Medium Enterprise Credit, Insurance and Real Estate. Field economists will submit weekly reports and receive 
comments within three days. Reports will be summarized every two or three weeks and used collaboratively by Ministry officials and Advisors to refine the inquiry and be 
periodically displayed on the projects website.
NESI is only designed to describe how economic sectors work and to identify issues related to their internal operation. It will not provide policy prescriptions. After a year, 
NESI is expected to evolve into a “think tank” that will produce issue papers and hold conferences to explore policy alternatives.

KEY RESULT AREAS (KRAs) 

Overall approach to the survey is formulated. 
Criteria for prioritizing sectors is summarized.
Structure templates for systems analysis of five sectors is developed.
Procedures for data collection are developed. 
Local economists are trained.
Reports for agriculture and other sectors are researched as possible given time constraints and availability of necessary information.

KEY ACHIEVEMENTS

Achieved consensus on the overall survey approach for NESI
Instrumental in award of a contract on June 15, 2004 for a contractor to supply 20 or more Iraqi economists deployed throughout Iraq to do NESI field work for a year.
Trained the NESI field economists all-day on June 17, 2004.
Provided the first of continuing On-the-Job Training related to NESI’s first field survey on June 30, 2004, and its second survey on July 5th.
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National Economic Survey of Iraq

TANGIBLE OUTPUTS

Formulated an overall survey approach that specifies administrative reporting procedures and technical requirements for sector systems analyses.
Summarized criteria for prioritizing sectors that led to sector prioritization.
Structured templates for systems analyses of Agriculture, Petroleum, Housing and Construction, Electricity and Water Utilities, the first five sectors to be surveyed.
Developed data collection procedures, including networks of Ministry officials and Advisors in CPA successor organizations to collaborate to modify inquiries based on             
initial findings.
Trained the Iraqi field economists in an all-day session on June 17, 2004
Provided On-the-Job Training for field economists on June 30, 2004 and subsequently using results from their first two surveys of selected food, fuel and construction 
materials prices.

SHORT TERM RECOMMENDATIONS (July 2004)

Provide On-the-Job Training to field economists as they carry out the NESI price survey
Continue to refine sector outlines for the systems analysis of all sectors of Iraq’s economy, with highest priority to the Agricultural Sector
Continue to collaborate with the Central Statistics Office (CSO) and NESI economists to select samples for the Agricultural Survey

LONG TERM RECOMMENDATIONS (August 2004 – July 2005)

Continue to provide On-the-Job Training to field economists as they carry out NESI sector surveys
Continue to collaborate with Ministry officials and Advisors in CPA successor organizations to modify NESI inquiries based on initial findings
Continue to refine sector outlines for the systems analysis of all economic sectors of Iraq
Continue to collaborate with CSO and NESI economists to select samples, cooperate on an ad hoc basis and turn over certain data collection work to CSO

OTHER COMMENTS 

NESI probably represents one of the first time that one group of field surveyors is performing a systems analysis of every economic sector of a nation’s economy. At the 
same time, NESI is providing local economists with intensive on-the-job training. It is also striving to provide summary information of field work every two or three weeks 
as means to modify the inquiry as findings describe how sectors work.
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Oil For Food (Electricity)

VISION

An uninterrupted flow of electricity goods and services purchased under the United Nations Oil For Food program through and after the transition of the program from the 
UN to the CPA and eventually, to the Ministry of Electricity (ME) 

Ministry staff are trained and fully capable of assuming responsibility for and managing the program 

KEY RESULT AREAS (KRAs) 

Ministry staff are trained and able to plan, procure and negotiate supply contracts and manage the transportation, warehousing and inventory management of goods with 
in the scope of UN Resolutions 1472, 1476 and 1483

An estimated US$ 500 million worth of contracts remaining are executed on-time and within budget 
The program is successfully transitioned from Bechtel to CPA/BearingPoint to the ME
The supply chain for  the management of moving materials from FTZ locations to the end-use point in Iraq is effectively managed
All open 1472, 1476, and 1483 contracts with suppliers in the electricity sector are managed and renegotiated as required
An inventory of all remaining goods ordered under 1472, 1476, and 1483 is developed and tracked
A database of all open 1472, 1476, and 1483 contracts with suppliers in the electricity sector and associated goods is developed and maintained
Warehouses (in FTZ and in Iraq) are organized and managed to control the flow of all goods purchased under: 1472, 1476, and 1483
A process for managing demand for 1472, 1476, and 1483 goods is developed and implemented, ME staff planning capacity enhanced

KEY ACHIEVEMENTS

The program was successfully transitioned from Bechtel on 31 Jan 04.
Ministry staff were trained and able to assume responsibility for the program by April 2004 
An estimated US$ 500 million in remaining contracts were executed on time and on budget 
Continued an uninterrupted flow of electricity goods and services purchased under the OFF program into Iraq.
A data access system was created to be the single repository for UNDP comm information to include contract, supplier, purchase order, line item data, amendments, 

contract status and action item tracking 
Processed contract amendments and resolved issues with UNDP comms. 
Delivered training for key areas: contract management, inventory management, database management and transportation and logistics. Eight Trainees participated in the 

Program with approval from Deputy Minister Birga. 
Continued to assist CPA Electricity and ME resolve issues relating to the import of OFF materials, with an emphasis on heavy lift items  
Recommendations were made to the ME for improving inventory management at the warehouses.  ME has begun implementing some of the recommendations
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Oil For Food (Electricity)

TANGIBLE OUTPUTS

OFFDAL database was created.  The data access system is the single repository for UNDP comm information to include contract, supplier, purchase order, line item data, 
amendments, contract status and action item tracking. 

Contract management process has been documented, training course created and executed at the ME.
Inventory Management Assessment for Shumaia was completed.  
Eight MOE personnel were trained in UNDP Contract Management and Transportation Logistics and Inventory Management.
Recommendations were provided to the CPA for it’s turnover of the OFF Program to the ME.  CPA Transition to ME
Provided assessment to recop funds from the United Nations Treasury.

SHORT TERM RECOMMENDATIONS (90 days)

Conduct wall to wall inventory of Shumaya in order to understand full scope of future parts requirements.

LONG TERM RECOMMENDATIONS (1-2years)

Create inventory and warehouse management processes and procedures as well as implement an inventory and warehouse management system. 

OTHER COMMENTS 

Insufficient data on shipped goods.  An accurate study of the value and contents of the actual shipped inventory from the free trade zones or those shipped directly from the 
vendor is made impossible due to absence of shipping data and inefficient inventory management



© 2004 BearingPoint, Inc.

Appendix C – Page 57

Oil For Food (OFF): South-Central

VISION

The CPA Oil for Food Program coordinates both the inflow of humanitarian goods for Iraq and the training of Iraqi ministry employees so that post 06/30/04 the ministries 
can administer the program independently. 

KEY RESULT AREAS (KRAs) 

Established CPA OFF Coordination Center for 11/21/03 opening.
Documented and implement OFF Coordination Center processes and procedures.
Established on-the-job training program for OFF contract procurement for Iraqi Ministry Representatives.
Assessed OFF shipment importation logistics; developed recommendations; and implemented new procedures to facilitate transparency of goods supply chain.
Transitioned OFF Coordination Center operations to Iraqi ministries by July 1, 2004.

KEY ACHIEVEMENTS

Developed standard business procedures for contract processing in conjunction with United Nations Treasury and Banque Nationale de Paris (BNP). 
Developed contract processing training program and trained over 50 ministry employees across 18 ministries in contract processing best practices.
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Oil For Food (OFF): South-Central

TANGIBLE OUTPUTS

Created OFFDAL Contract Data Database to store all Oil for Food contract data.
Documented OFF Coordination Center business procedures to facilitate OFF Coordination Center and ministry employees. 
Conducted logistics report of all major Iraqi border points (Zahko Turkey, Al Waleed Syria, Trebil Jordan, and Um Qasr Kuwait).

SHORT TERM RECOMMENDATIONS (One month)

The Oil for Food Coordination Center will become a Help Desk to Iraqi ministries for Oil for Food program related issues. It is recommended that the Coordination Center 
record every inquiry in detail (date received, consultant assigned to resolution, solution, closure date, etc.) in order to track the most prominent issues for ministries. This will 
facilitate the CPA in recognizing any areas where the ministry needs extra assistance or potential high risk areas of failure. 

LONG TERM RECOMMENDATIONS (2 months or more)

The Oil for Food program will be fully transitioned to the Iraqi ministries for administration beginning August 1, 2004. One of the primary challenges that the CPA Oil for 
Food program faced when administering the program was understanding the history of contracts prior to their transition to the CPA. The Iraqi ministries will likely face the 
same type of challenge when the program is transitioned to them. The CPA should designate a point of contact for ministry inquiries post August 1, 2004 so that any issues 
requiring historical CPA explanations can be addressed properly.

OTHER COMMENTS 

One of the most significant and unexpected challenges of administering the Oil for Food program was corruption. Bribery was a standard mode of operation for many 
suppliers and ministry employees when processing Oil for Food contracts. The CPA endeavored to create business procedures that could curtail opportunities for corruption. 
However, when the program is fully transitioned to the Iraqi ministries the onus will be placed on the ministries to maintain business practices that are corruption free.
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Government Wide IT Strategy

VISION

Provide technical assistance to the Ministry of Communications to create an integrated Information Technology (IT) Strategy for the Government and Ministries of Iraq.  In 
the immediate term, the objective is to rapidly enable the Ministries to provide essential services utilizing computer systems and automation.  The longer-term objective is to 
streamline government services and processes by utilizing integrated information management systems and technology

The initial step is to develop a high-level IT strategic plan that includes the current state of government IT capabilities, the IT framework to be utilized, the roadmap for 
developing the detailed IT strategic plan, and macro budgetary estimate

KEY RESULT AREAS (KRAs) 

Complete a high-level current automation capabilities assessment, including key ministries; capture the requirements for restoration and augmentation of basic services. 
Consolidate and prioritize key automation requirements, and provide initial budgetary estimate for each requirement.

Propose and tailor an industry or government accepted enterprise architecture framework and budget planning framework
Review the current FY03 supplemental budget submission to understand the current priorities and plans for the telecommunications and IT infrastructure.
Develop a process to define the detailed government-wide IT Strategic Plan.
Develop a CIO handbook. 

KEY ACHIEVEMENTS

Senior Advisors, or their staff, of seven (7) key ministries have been interviewed
Needs were summarized and presented as a requirement for a Chief Information Officer and nine other critical recommendations that the CIO must act on immediately
Agreement reached that the enterprise architecture framework will be modeled on the U.S. Federal Enterprise Architecture Framework, but tailored specifically for Iraq.  

The Technical Reference Model document, which outlines a taxonomy of technology services and standards, has been developed. The IT budget planning and investment 
management framework document is near completion

Developed 10 “Quick Win” recommendations for implementing IT across ministries
Identified 7 impending IT challenges and issues critical to benefiting from IT implementation across ministries
Helped create national and ministerial CIO concept and organizational structure incorporating “best practice” approach.
Socialized CIO concepts and related issues with CPA advisors as well as with Iraqi representatives of several ministries.
Provided advisory support to the Ministry of Science and Technology and the Interim CIO (Mr. Owen Powell) on various issues related to the evolution of CIO functions 

and structure.
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Government Wide IT Strategy

TANGIBLE OUTPUTS

Defined roles and responsibilities of CIOs and worked with the Ministry of Science and Technology to further refine these concepts.
Developed budget for the Office of the CIO as well as for five other “Quick Win” recommendations from Phase I.
Developed a comprehensive CIO Handbook to support functions of the Office of the National CIO; presented the handbook and its concepts to CPA  and ministry officials. 

SHORT TERM RECOMMENDATIONS (180 days)

Develop legislative and regulatory documents to formally establish an Office of the CIO and a CIO Council
Transform organizational roles into job descriptions and job classifications
Create process and procedures for a working CIO Council 
Identify common activities within the Ministries that may be consolidated and/or shared, and make an initial validation of fit to an enterprise architecture (e.g., payroll 
system)
Identify funding requirements
Develop budget request with exhibits
Work with the CIO Council to develop and institutionalize a long term IT Strategy and IT Budget Planning Process for funding the IT structure
Define the key processes critical to making the CIO organization work:

Governance Management
Portfolio Management
Budget and Budget Execution Management for IT projects
Project Management
Problem Management
Change Management
Requirements Definition
Relationship Management

Developing the staff to ensure the success of the new structure:
Competency development
Development planning
Define career path

LONG TERM RECOMMENDATIONS (1 to 2 years)

Implement Integrated Information Management Systems across  ministries and create a National IT Model through the Office of the CIO
Integrate national IT Model with Reconstruction and Economic Development plans and objectives
Develop human resources in IT through capacity building programs and customized training of CIOs and IT staff across ministries
Develop e-Government Strategy and Model to create operational and management transparencies across ministries
Establish a business rather than technology driven IT implementation model across ministries
Help develop private sector capacity in IT and software development, thus increasing employment prospects for young Iraqis and reducing dependency on governmental 
resources for IT and data communications.
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