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[bookmark: _GoBack]SUMMARY OF FINDINGS AND RECOMMENDED THRESHOLD DECISION
The President met with the other leaders of the G-7 on May 27, 2016 in Ise-Shima, Japan, where G-7 leaders recognized the challenges of persistent geopolitical conflicts and the rise of violent extremism.  The G-7 underscored its responsibility to lead international efforts to tackle these challenges and to forge a path forward. It expressed support for Iraq, in particular, commending Iraqi forces’ efforts in the fight against the Islamic State in Iraq and Syria, more commonly referred as Da’esh in Arabic.  The President signaled the United States Government readiness to supplement a new International Monetary Fund (IMF) program, which would mobilize more than $3.6 billion in bilateral and other direct budget assistance to Iraq. This package would help unlock as much as $18 billion in assistance for Iraq over three years and alleviate the Iraqi fiscal crisis brought on by the collapse of world oil prices and compounded by poor macroeconomic policies and fiscal practices.  The President specifically committed $1 billion to this effort through the form of a Sovereign Loan Guarantee (SLG), between USAID and the Government of Iraq (GOI).  
The Administration has initiated steps in the FY 2017 appropriations bill to seek funding for subsidy costs and authorization for an Iraq SLG. USAID expects these funds and authorization to be included in an FY2016 Continuing Resolution, and, once granted, the United States Government will announce its intention to initiate steps to negotiate a Loan Guarantee Agreement (LGA) with the GOI. This announcement would allow USAID to issue a loan guarantee by the end of the Administration. 
A loan guarantee would help the GOI access needed financing at favorable terms to address short-term budget needs, while providing an incentive for macroeconomic reform.   The LGA would help the GOI maintain access to external financing on reasonable terms, and achieve its longer-term economic development and reform goals. The GOI recognizes the need to reform its economic and fiscal policies to address the fiscal crisis. The USAID guarantee would support the GOI reform agenda and complement the Iraq Stand by Arrangement (SBA) with the IMF, approved by the IMF board in July 2016.  
The subsidy cost of roughly $305 million (depending on the loan term) would allow the GOI to access $1 billion of bond financing on international markets at reduced rates. Previous loan guarantees for Jordan, Ukraine, and Tunisia have received categorical exclusions from environmental-review requirements. The Iraq loan guarantee is not foreseen to have any environmental impact, as no U.S. funds would be disbursed, except in the case of default, and in that case the funds would be provided to international bond investors.
1.     	Background and Activity/Program Description
1.1   	Background
The LGA will help the GOI establish a relationship with private markets and bolster future GOI ability to access private markets.  More favorable borrowing rates also would help the GOI manage its debt obligations, ease the budgetary strain of its ongoing military offensive against Da’esh, and provide fiscal breathing space.   The U.S. loan guarantee of $1 billion would signal Iraqi intent to engage in politically sensitive macroeconomic reforms and demonstrate the USG commitment to assisting the GOI. The Conditions Precedent (CPs) of the LGA would complement the SBA with the IMF. The CPs also would reinforce the need to complete the structural reforms needed to make the Iraq public debt and budget process more transparent and accountable and encourage fiscal decentralization, essential to overall decentralization success. 
The final CPs would be negotiated, after USAID receives authorization to pursue an LGA with the GOI.  CPs will be finalized following the completion of negotiations with the GOI and prior to the signing of the LGA.
 
1.2   	Description of Activities
USAID activities involve:  (1) working with Government of Iraq retained underwriters in preparing and reviewing documentation for the transaction; (2) reviewing GOI submitted letters and documents attesting to completion of CPs; (3) giving feedback to help GOI clarify its response to USG showing that GOI had met CPs; (4) reviewing the GOI final verification of completion of CP and the unofficial coupon estimate for subsidy cost determination; (5) updating the subsidy model to reflect final terms of the loan guarantee; (6) transmitting a draft preliminary offering document, final subsidy model, and program and financing account apportionments to OMB for approval; (7) determining that CPs were met, (8) transmitting a letter stating CPs have been met; (9) sending a diplomatic note notifying GOI that domestic requirements for entry into force have been met; (10) approving the entry into force and obligation of funds to guarantee subsidy cost; (11) delivering a diplomatic note, entering the LGA into force together with the GOI, (12) publishing  terms and conditions of the guarantees in the Federal Register; and (13) monitoring  bond closing and the issuance of bonds by underwriters and distribution of proceeds.

Recommended Action: 
Because activities outlined in above will not affect the natural or physical environment or are otherwise excluded, they meet the criteria for Categorical Exclusion from the procedures under 22 CFR 216.3, as set forth in 22 CFR 216.2(c)(l)(i) and (ii).

Categorical Exclusions are further recommended, pursuant to 22 CFR 216.2(c)(2)(i), (iii), (v), and (xiv) under the following classes of actions:
(a) Technical assistance, education and training [216.2(c)(2)(i)];
(b) Analysis, studies, meetings and workshops [216.2(c)(2)(iii)];
(c) Document and information transfer [216.2(c)(2)(v)]; and,
(d) Studies, projects or programs intended to develop the capability of recipient countries to engage in development planning, except to the extent designed to result in activities directly affecting the environment (such as construction of facilities, etc. [216.2(c)(2)(xiv)].

COMPLIANCE
Pursuant to USAID environmental procedures, including ADS 204.3.4., the Contracting/Agreement Officer’s Representative (C/AOR) or Activity Manager and the activity implementing partner are required to actively monitor their activities to ensure they remain within the bounds of the above stated environmental threshold decisions.  This monitoring requires periodical field checks in the activity implementation areas to verify whether any activities are being implemented that could result in unforeseen adverse environmental impacts that could be occurring, and to ensure that the activities remain within the bounds of the IEE.

REVISIONS
As with all USAID-funded projects, and pursuant to 22 CFR 216.3(a)(9), if new information becomes available that indicates  any of the proposed actions to be funded by this activity might be “major” and their effects “significant,” the threshold decision for the actions listed above will be reviewed and revised by the originator(s) of the program and projects and submitted through the MEO to the Bureau Environmental Officers, ME, for approval and, if warranted, an environmental assessment will be prepared by the Mission as appropriate. It is the responsibility of the AOR/COR to keep the Mission Environmental Officer and the BEO informed of any new information or changes in the activity that mighty require revision of the IEE. If the Bilateral Agreement duration extends without any changes in the Scope of Work, the IEE will extend automatically.
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