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INTRODUCTION

This report details management and leadership weaknesses in
the United Nations. In parallel with its investigatory work on the
UN, the Committee has pursued a legislative agenda in support of
UN reform, namely, the “Henry J. Hyde United Nations Reform
Act of 2005” (Hyde bill), a bill which twice has passed the House
of Representatives.!

1The bill first passed the House of Representatives on June 17, 2005 as a free-standing bill
H.R. 2745, by a vote of 221-184; and another vote on July 20, 2005 as an amendment to the
State Department Authorization bill, H.R. 2601, by a vote of 226-195.
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The earliest iteration of what would become the Oil-for-Food Pro-
gram (OFFP) dates from 1991. The UN designed the program to
feed and care for Iraqis suffering as a result of Saddam Hussein’s
continued non-compliance with provisions of the ceasefire that
ended the First Gulf War the previous year. Humanitarian goods
supplied to Iraq were paid for with proceeds from the controlled
sale of its oil. Under UN auspices, the oil was to be sold, the pro-
ceeds would be deposited with Banque National de Paris-Paribas
(BNP) and then humanitarian goods would be supplied to Iraq.
Once the arrival of the goods was authenticated, the goods could
be paid for.

The initial and ultimately fatal weakness of this arrangement
was the exclusive authority it granted to Saddam Hussein to
choose buyers for Iraq’s oil as well as the suppliers of humanitarian
goods. Once firmly ensconced as gatekeeper of contracts, Saddam
Hussein’s strategy of corrupting the program was relatively simple
and was achieved by a number of means: fraudulent orders for hu-
manitarian goods paid for, but never delivered; a partial delivery
of humanitarian goods with proceeds shared among regime ele-
ments; goods shipments with obscure descriptions to hinder timely
1nspect10ns overpricing of humanitarian goods designed to hide
kickbacks; after sale service fees of as much as 30 percent, a por-
tion of which was paid as a kickback; overcharging for shipping
costs and outright theft of goods destined for the Iraqi people.

Of the estimated $65 billion in oil sales during the life of the pro-
gram (1996-2003) at least as much as $10 billion was siphoned off
by Saddam Hussein in the form of illicit revenue from oil smug-
gling and contract kickbacks, all on the backs of the Iraqi people
for whom this program was intended to benefit.

The program’s principal banker is also implicated in the web of
problems that plagued the program. On more than 400 occasions,
and without approval of the UN, the New York office of BNP made
unauthorized payments from the program to so-called third-parties
that received payments for humanitarian contracts negotiated and
agreed to by others. Under U.S. banking laws, BNP was required
to undertake security background checks in accordance with U.S.
“know-your-customer” rules that were strengthened after the Sep-
tember 11th attacks. Investigators still have not determined
whether these third-parties were legitimate companies, front com-
panies for Saddam Hussein’s bribery machine, or worse.

Numerous investigations have exposed corruption within the UN
and the OFFP. These investigations have aided Congress in under-
standing mismanagement and corruption within the UN and
spurred the ongoing legislative debate on UN reform. None of these
investigations has had greater access to information than the Inde-
pendent Inquiry Committee (IIC) chaired by former Federal Re-
serve Chairman Paul A. Volcker. The IIC’s investigation produced
important ground-breaking reports, running into the thousands of
poages, on mismanagement and corruption within the UN and its

FFP.

The UN’s capacity to punish wrongdoing within its ranks also
suffers from a lack of a functioning independent administrative jus-
tice system, allowing crimes or malfeasance to go unpunished, and
when cases are brought up, they frequently are riddled with proce-
dural errors such that many are overturned on appeal by the
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United Nations’ own supreme tribunal. Each of the deficiencies de-
tailed in this report has individually and collectively contributed to
the culture of impropriety and the lack of accountability that under
girded the oil-for-food era. The very fact that the IIC had to be cre-
ated is a sign of the UN’s inability to investigate and expose its
own wrongdoing.

Problems associated with the OFFP are not isolated or unique to
that particular UN-administered program. The OFFP, and the
myriad of problems associated with it, are symptomatic of a perva-
sive mismanagement and failure of leadership at the UN.

Among the management and organizational weaknesses are a
lack of appropriate and effective internal or external independent
oversight (including both audit and investigations); the near ab-
sence of adequate internal controls within the Secretariat; and a
lack of appropriate and modern accountability mechanisms, includ-
ing a functioning whistleblower protection policy; a code of ethics;
an ethics training and certification regime; a financial disclosure
process and policy; and a freedom of information policy.

In addition to being decades behind other public institutions in
its business processes, internal controls, and accountability mecha-
nisms, the UN suffers from a lack of proper leadership and commit-
ment to excellence by the organization’s senior most leadership.

The UN plays a useful role by, among other things, facilitating
diplomacy, mediating disputes, monitoring the peace, feeding the
hungry and fostering sustainable economic growth in regions in
need of assistance. Such work fulfills the core values embodied in
the UN charter and enjoys broad public support. But there is grow-
ing criticism of the UN’s poor management and corruption and a
public consensus for reform of the UN. The UN itself has acknowl-
edged the need for extensive measures and has put forward a num-
ber of useful proposals for consideration. But to be effective, the re-
form effort must come from UN Member States.

Both the Hyde bill and the Lantos alternative, which were con-
sidered by the House, set forth a number of reforms necessary to
restore credibility to UN management practices. Among these re-
forms are: the establishment of complete investigatory and budg-
etary independence for the Office of Independent Oversight Serv-
ices in order to avoid political interference in the operations of its
duties; creation of an Independent Oversight Board through which
direct oversight over all issues related to the audit and investiga-
tory functions of the UN can be observed, regulated, and carried
out; prompt establishment of an Ethics Office through which a
proper Code of Conduct can be established for the operations of the
UN, including a proper policy on financial disclosure for salaries,
gift acceptance, travel allowances, and outside employment; the es-
tablishment of a whistleblower policy that both protects and en-
courages employees of the UN to come forward when they see ac-
tions committed within the UN system that violate the rules of pro-
cedure; and the establishment of a Chief Operation Officer.

THE FINDINGS OF THE COMMITTEE ON INTERNATIONAL RELATIONS
RELATING TO THE UNITED NATIONS OIL-FOR-FOOD PROGRAM

The Committee on International Relations has after consider-
ation made the following findings and recommendations as to the
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performance of the UN, it employees, the IIC and others during
and after its operation of the OFFP:

1.

Senior Management of the United Nations.—The Committee
finds that the senior management of the UN failed to: (1)
ensure the ethical and proper conduct of themselves and
their subordinates within the Secretariat; (2) keep the Secu-
rity Council informed of allegations of kickbacks; (3) cooper-
ate with internal and external oversight bodies; and (4) ad-
here to the UN’s own staff rules and regulations governing
conduct of officials of the UN.

. The oversight bodies of the United Nations.—

The Committee finds that,

e The Office of Internal Oversight Services, because of po-
litical interference from the UN Senior Management,
was prevented from providing an adequate degree of
oversight of the OFFP, and failed to object when Benon
Sevan denied OIOS the ability to deploy auditors in
Iraq;

e The Joint Inspection Unit of the UN failed to undertake
a single audit report during the entire duration of the
OFFP, bringing into question its effectiveness or added-
value in the oversight structure of the UN;

o The External Board of Auditors of the UN failed to un-
dertake adequate audits of the Secretariat, funds, pro-
grams, or independent agencies of the UN system associ-
ated with the OFFP, bringing into question the effective-
ness and utility of that entity.

e There was no independent oversight authority within
the UN capable of withstanding political interference
from senior UN officials.

The United Nations’ Procurement Department.—The Com-
mittee recommends that an independent body investigate
corruption within the UN Procurement Department.

IHC Services, Inc., Eurest Support Services, Inc., and Com-
pass Group.—The Committee finds that all three companies
must be further investigated for the roles they played with
respect to their work with the UN, particularly the UN Pro-
curement Department

. BNP-Paribas.—The Committee finds that BNP failed to

adequately monitor transactions within OFFP. Additionally,
the Committee finds that BNP made at least 400 unauthor-
ized payments to unapproved third-parties in the humani-
tarian side of the OFFP. The Committee recommends that
an independent body examine the bank’s role, and the role
of its European branches and subsidiaries, in the OFFP.

. Final Disposition of the Files of the IIC.—The Committee

recommends that the IIC place all of its work papers, docu-
ments and records in public custody rather than turn them
back to the UN. This work was paid for by the Iraqi people,
with their oil revenues, not the UN. The Committee believes
that these records be given to a public institution to allow
further research and review. To the extent possible, the ar-
chives of the IIC should be accessible on the internet.
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GLOSSARY

Kofi Annan:

Kofi Annan, the seventh Secretary-General of the UN, began his
first term on January 1, 1997, and was appointed to a second term
beginning January 1, 2002 and ending December 31, 2006. Prior to
his role as Secretary-General, Kofi Annan served as Assistant Sec-
retary-General for Peacekeeping Operations (March 1992—February
1993) and as Under-Secretary-General (March 1993-December
1996).

Kojo Annan:

The son of Secretary-General Kofi Annan, Kojo Annan was born in
Geneva, Switzerland in June 1978. From 1995 to 1997, Kojo Annan
was a marketing consultant for the Swiss-based inspection com-
pany, Cotecna.

BNP:

The Bank Nationale de Paris (BNP, now BNP-Paribas), is incor-
porated in France but has branch offices in New York. The UN
awarded the escrow account in the OFFP to BNP.

Boutros Boutros-Ghali:

Boutros Boutros-Ghali served as Secretary-General from 1992 to
1996. He previously held a number of high positions in the Egyp-
tian government. Boutros-Ghali faced significant controversy dur-
ing his term because peacekeeping missions in Cambodia, Somalia,
Rwanda, and Bosnia required considerable resources but yielded
only mixed results. His efforts at UN reform were mostly ineffec-
tual. After initially expressing an intent to serve one term,
Boutros-Ghali sought a second term but was blocked, largely be-
cause of objections from the United States.

Cotecna:

Cotecna Inspection, SA, is a Geneva-based inspection company that
began a contract in February 1999 with the UN to inspect food and
medicine imported into Iraq via the OFFP. Cotecna won its con-
tract with the lowest bid after the UN terminated its earlier con-
tract with Lloyd’s Register. The firm’s founder and president is Eli
Georges Massey, who transformed his company from salt-extraction
in Iran in the early 1970s, to a major pre-shipment inspection com-
pany. At the time of Cotecna’s bid for the U.N inspection contract,
Cotecna’s reputation was in decline. CEO Robert Massey was in-
dicted by a Swiss magistrate in a bribery and money laundering
scandal involving Pakistan’s former Prime Minister, Benazir
Bhutto. A former employee of Societe Generale de Surveillance
(SGS), which at the time owned a majority stake in Cotecna, was
also indicted. Cotecna was subsequently sold back to the Massey
family. After winning the UN inspection contract, London’s Daily
Telegraph questioned Cotecna’s employment of the Secretary-Gen-
eral’s son, Kojo Annan2. Cotecna employed Kojo Annan in Nigeria
from 1995 to December 1997, and as a consultant until the end of

2 Andrew Alderson, “Fury at Annan son’s lint to £6m UN deal,” Daily Telegraph, January 24,
1999.



6

1998 (when Cotecna secured the OFFP contract). Kojo Annan re-
mained on Cotecna’s payroll until 2004.

The Committee:

The Committee on International Relations of the United States
House of Representatives.

CPA:

The Coalition Provisional Authority (CPA) was the transitional
government in Iraq from April 21, 2003 to June 28, 2004. Accord-
ing to UN Security Council Resolution 1483 and the laws of war,
the CPA assumed executive, legislative, and judicial authority over
the Iraqi government. Retired United States Army Lieutenant Gen-
eral Jay Garner was the first chief executive of the CPA. Garner
was replaced on May 11, 2003 by L. Paul Bremer because of his
refusal to remove members of the Ba’ath Party from the Iraqi gov-
ernment and military. The CPA was responsible for managing the
Development Fund for Iraq, which took the place of the OFFP and
provided funding for the wheat purchase program, the currency ex-
change program, the electricity and oil infrastructure programs,
equipment for Iraq’s security forces, Iraqi civil service salaries, and
various government ministries. The CPA also formed the Iraqi Gov-
erning Council on July 22, 2003, which was responsible for appoint-
ing representatives to the UN, appointing interim ministers to va-
cant cabinet positions, and drafting a temporary constitution. Due
to rising tensions and conflict in Iraq, the CPA was disbanded
three days before power was transferred to the Iraqi Interim Gov-
ernment.

Richard Goldstone:

Richard Goldstone served nine years as a justice on the Constitu-
tional Court of South Africa. While serving as a Justice, Goldstone
oversaw the nation’s democratic progress and interpreted the new
South African Constitution. Prior to this position, Goldstone was
chairperson of the Standing Commission of Inquiry Regarding Pub-
lic Violence and Intimidation. From 1994 to 1996, he was the chief
prosecutor of the United Nations International War Crimes Tribu-
nals for the former Yugoslavia and Rwanda. When Argentina
began investigating Nazi activity, Goldstone was appointed a mem-
ber of the international panel created in 1997. In 1999, Goldstone
became chairman of the International Independent Inquiry on
Kosovo.

Hyde Bill

“The Henry J. Hyde United Nations Reform Act of 2005"—twice
passed by the U.S. House of Representatives—the legislation links
payment of U.S. dues to the UN with the modernization of UN
management practices.

Independent Inquiry Committee:

The Independent Inquiry Committee (IIC) was appointed by Sec-
retary-General Annan in 2004 to investigate the management of
the OFFP. Paul Volcker was the Chairman of the IIC. Justice Rich-
ard Goldstone and Mark Pieth were Members of the committee.
The IIC’s mandate was to gather and assess information on the ad-
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ministration of the OFFP, including alleged corruption by UN offi-
cials and contractors.

Lloyd’s Register:

Lloyd’s Register Inspection, Ltd. is a London-based company that
was contracted by the UN in 1996 to inspect and monitor humani-
tarian goods imported into Iraq under the OFFP. A UN audit found
evidence of possible over-payments of $3 million. The company also
billed the UN for agents deployed in December 1996, two months
before the first contracts for humanitarian supplies were issued.
Lloyd’s Register was also able to negotiate inflated renewals of its
contract because the UN failed to consider competitors. In 1998,
the UN terminated its contract and replaced Lloyd’s with Cotecna.

Pierre Mouselli:

Pierre Mouselli was a business partner of Kojo Annan. Mr.
Mouselli formed a series of partnerships with Kojo Annan to do
business in the fields of inspection, oil, and trade.

Oil-for-Food Program:

A UN-run program designed to provide humanitarian goods to the
people of Iraq. The OFFP was paid for through the sale of Iraqi oil
and administered at UN headquarters by the Office of the Iraq
Program (OIP). The OFFP grew out of the sanctions imposed
against Iraq for their invasion of Kuwait in August 1990. It ran
from December 1996 through March 2003, ending with the United
States invasion of Iragq.

Parton Documents:

Documents obtained by the Committee through subpoena from
Robert Parton, former IIC investigator.

Saybolt:

Saybolt Eastern Hemisphere B.V. is a Dutch engineering company
that was awarded a UN contract in 1996 to oversee the export of
oil and oil products through approved export points at Zakho in
Northern Iraq and Umm Qasr in the Persian Gulf.

Secretariat

The UN Secretariat is headed by Secretary-General Kofi Annan.
The Secretariat is the executive office within the UN responsible
for day-to-day management of the portion of the UN budget funded
with assessed contributions from member states. The Secretariat
was directly responsible for oversight of the OFFP.

Benon Sevan:

Benon V. Sevan was appointed by Secretary-General Annan as the
Executive Director of the Iraq Programme on October 15, 1997. He
was responsible for the management and oversight of the UN
OFFP until its end in November, 2003. Prior to that, he served as
Assistant Secretary-General for Conference and Support Services
and the United Nations Security Coordinator, and he continued the
latter job until July 2002. From 1992 until his recent resignation,
he served as the Special Envoy to the Secretary-General for issues
related to missing persons in the Middle East. Until recently,
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Sevan remained on the UN payroll as a $1 a year “adviser” to the
OFFP inquiry. He resigned from the UN on August 7, 2005, one
day before the IIC published its Third Interim Report investigating
the OFF scandal. The report found that Sevan took $147,184 in
cash bribes from December 1998 to January 2002—money Sevan
claimed he had received from his late aunt.

Joseph Stephanides:

Joseph Stephanides was a Field Division Director in Namibia for
the UN. Before his termination by Secretary-General Annan in
June 2005, Stephanides was a senior official in the OFFP.
Stephanides, the head of the Security Council Affairs Division, was
the first UN employee to be fired in wake of the scandal. The IIC
accused Stephanides of aiding Lloyd’s in obtaining its contract. Sec-
retary-General Annan said Stephanides violated UN rules and
committed “serious misconduct” while at his post. Stephanides,
however, maintains his innocence. The former official continues to
claim that he was only following orders issued to him by the Secu-
rity Council and UN executives.

USUN:

The Permanent Mission of the United States to the UN in New
York.

Paul Volcker:

Paul A. Volcker was appointed by Kofi Annan in April 2004 to
chair the IIC. He is also the current Chairman of the Board of
Trustees of the Washington-based Group of Thirty. He is perhaps
best known as Chairman of the Federal Reserve from August 1979
to August 1987 under Presidents Carter and Reagan. Volcker was
also president of the New York Federal Reserve Bank from 1975
to 1979. Prior to this, Volcker served as the Undersecretary of the
Treasury for international monetary affairs.

Alexander Yakovlev:

Yakovlev was a Russian procurement officer at the UN and was
the first UN official to be criminally charged in the OFFP.
Yakovlev was charged with wire fraud and money laundering and
was accused of accepting $1 million in bribes from different UN
contractors while working outside the OFFP.

BACKGROUND TO CORRUPTION WITHIN THE OIL-FOR-FOOD PROGRAM

The Oil-for-Food Programme (OFFP) was intended to alleviate a
humanitarian crisis engendered by economic sanctions on Iragq.
Four days after Iraq’s invasion of Kuwait on August 2, 1990, the
United Nations Security Council passed Resolution 661, which im-
posed economic sanctions designed to contain the Government of
Iraq. A later embargo provided for an end to sanctions once Iraq
fully complied with international efforts to end its weapons of mass
destruction (WMD) program.3 WMD inspections, however, pro-
ceeded slowly. Without oil revenues, Iraq was unable to import suf-

3U.N.S.C.R. 687 (April 3, 1991).
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ficient quantities of food and medical supplies and living conditions
in Iraq deteriorated.

In July, 1991, Sadruddin Aga Khan led a humanitarian team of
experts from UNICEF, the World Health Organization, the World
Food Program, and other UN agencies, to Iraq. The delegation
issued a report to the UN that documented widespread starvation.
The delegation recommended that Iraq be allowed to sell oil to ad-
dress humanitarian needs.# This recommendation led to Security
Council Resolutions 706 (August 15, 1991) and 712 (September 19,
1991), which would have established an early oil-for-food plan al-
lowing Iraq to export $1.6 billion in oil every six months. Iraq, how-
ever, rejected this plan as too limited in scope and as an infringe-
ment of Iraqi sovereignty.

From 1991 to 1995, there were dramatic declines in living stand-
ards in Iraq. On April 15, 1995, the UN Security Council adopted
Resolution 986, which allowed the export of $2 billion in oil every
six months. On May 20, 1996, Iraq accepted this proposal and en-
1(:)ered % Memorandum of Understanding with the UN, creating the

FFP5.

THE UNITED NATIONS OUTMATCHED

The OFFP was supposed to help Iraq meet its international obli-
gations and ensure equitable distribution of imports to the Iraqi
people, but Saddam Hussein was able to exploit the suffering in his
country to negotiate a sanction-relief program that he could easily
manipulate. Vic Comras led the State Department’s foreign policy
trade control and sanctions programs, and testified at a hearing be-
fore tlllle Oversight and Investigations subcommittee on July 27,
2005 that:

When the oil for food program was first proposed in Security
Council resolution 706 of August 15, 1991 it laid out a simple
and direct control mechanism. Iraq would be allowed to export
up to $1.5 billion worth of oil during a six-month period. Fur-
ther allotments would be accorded for additional six month pe-
riods as warranted. Saddam Hussein rejected this program out-
right. He chose to hold his own people hostage and use their de-
teriorating humanitarian situation as a bargaining chip to
press for sanctions removal. And this gambit led, in time, re-
sulted in increased international pressure on the US and other
Security Council members to loosen the sanctions.®

Charles Duelfer, the advisor to the Director of Central Intel-
ligence on Iraq’s WMD went further, concluding:

The introduction of the Oil-For-Food program (OFF) in late
1996 was a key turning point for the regime. OFF rescued
Baghdad’s economy from a terminal decline created by sanc-
tions. The regime quickly came to see that OFF could be cor-
rupted to acquire foreign exchange both to further undermine

4 Report of the Executive Delegate for the United Nations Inter-Agency Humanitarian Pro-
gramme for Iraq, Kuwait and the Iraq/Turkey and Iraq/Iran Border Areas, Sadruddin Aga
Khan to the Security Council, S/22799, July 17, 1991.

5Report of the Executive Delegate for the United Nations Inter-Agency Humanitarian Pro-
gramme for Iraq, Kuwait and the Iraq/Turkey and Iraq/Iran Border Areas, Sadruddin Aga
Khan to the Security Council, S/22799, July 17, 1991.

6 Testimony of Vic Comras before the International Relations Committee Subcommittee on
Oversight and Investigations, July 27, 2005.
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sanctions and to provide the means to enhance dual-use infra-
structure and potential WMD-related development.”

The OFFP was a complex operation that was vulnerable to cor-
ruption given the scope of the operation and the nature of the Iraqi
regime. Consequently, the OFFP required modern management
practices and effective diplomatic skills, neither of which the UN
possessed or demonstrated during the OFFP.8 As one former 661
Committee diplomat said, “the UN didn’t stand a chance against
the Iraqis.” Iraq, he said, “outmaneuvered the UN at every point.”
The UN, he continued, “had no authority to tell the Iraqis what to
do. The Iraqis would only cooperate to the extent it would benefit
them.”?

From the start, the OFFP was compromised in favor of Saddam
Hussein’s sovereignty. Officials at the U.S. Mission to the UN
maintained that there were real battles conducted within the UN
over sovereignty. “Short of taking over a country, how do you tell
Saddam Hussein what to do?” suggested one U.S. official.10 A
former Treasury Department official said that the U.S. wanted an
inspection regime similar to one used in Yugoslavia a few years be-
fore.11 The UN, however, did not institute such a system.'2 The
compromise was “the best political deal that could be gotten,” sug-
gested our diplomats in New York.13

Saddam Hussein was allowed to choose the bank, BNP,14 which
was awarded the escrow account into which the proceeds of the
sale of Iraqi oil were deposited. Iragi Bank officials told the Com-
mittee that one reason the bank was chosen was that BNP was a
major holder of Iraqi government accounts overseas.l> BNP main-
tains that it won the contract in a fair bid, a point that the IIC
disputes.1® According to the IIC, former Secretary-General Boutros
Boutros Ghali unfairly awarded the contract to BNP.17

As the program was devised and accepted in 1995 in United Na-
tions Security Council Resolution 986, Iraq was authorized to sell
up to $1 billion of oil every 90 days and use the proceeds from
these sales to finance the purchase of humanitarian supplies to the
country. These supplies were to be procured in a controlled man-
ner, under the inspection of UN-contracted inspectors stationed on
the borders and in the ports of Iraq. Contracting, however, was to

7Comprehensive Report of the Special Adviser to the DCI on Iraq’s WMD, Section on Regime
Intent,, 2004, p. 1.

8In an interview with the BBC, Secretary-General Kofi Annan regretted that the UN had ever
accepted the charge of taking on the program in the first place. “Oil-for-food was an extra pro-
gramme we were asked to undertake. Honestly, I wish we had never been given that pro-
gramme, and I wish the UN will never be asked to undertake that kind of a programme again.”
See “Full text: Kofi Annan’s BBC interview with Lyse Doucet, BBC News,” BBC News, Sep-
tember 6, 2005, available online at http:/news.bbc.co.uk/1/hi/world/americas/4217694.stm.

9HIRC Interview with a former 661 Committee diplomat, June 24, 2005.

10HIRC Interview with U.S. State Department official, Amman, Jordan, June 4-5, 2004.

11 Discussions with former a former official of the United States Treasury Department; also
see David Hughes, “SATCOM Network Helps UN Spot Sanctions Violations,” Aviation Week &
Space Technology, May 30, 1994, Vol. 140, No. 22, p. 70.

12HIRC Interview with a former official of the United States Treasury Department, Wash-
ington, D.C., June 15, 2004.

13HIRC Interview with members of the United States Mission to the United Nations, New
York, April 15, 2004.

14 BNP merged with Paribas Bank in 2000-2001.

15 HIRC Interviews with Iraqi Bank officials, Dubai, UAE, June 29, 2004.

16 Robert Winnett and Mark Hollingsworth, “MI6 probes French links to Iraq scam,” London
Times, August 1, 2004. Committee staff have attempted on two occasions to interview Mr. Auchi
in London, but were unable due to scheduling conflicts.

171IC First Interim Report, pp. 16-18.
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be done directly between the various Iraqi ministries and suppliers,
giving Saddam Hussein and his regime the opportunity to corrupt
the program in the absence of effective oversight from the UN.

As Victor Comras, a former State Department sanctions expert
told the Oversight and Investigations Subcommittee:

By the spring of 2000 UN sanctions on Iraq were unraveling.
The sanctions were being violated openly and on a regular
basis. The United States was under enormous international
pressure to scrap or restructure them.18

U.S. diplomats feared this result from the start of the program.
Wolfgang Weisbrod-Weber, then an assistant to Under-Secretary-
General for Political Affairs Chinmaya Gharekhan, in May 1996
when he wrote in a “Note for the File”:

The main concern of the US was that Iraq might use its right
to negotiate directly with the purchasers and the present over-
supply on the oil market to give preferential rates to purchasers
in return for hidden payments.19

Paul Conlon, a former deputy secretary of the Iraq Sanctions
Committee at the UN, was forced out of the UN after he identified
inadequacies in the UN’s initial attempts to alleviate the effects of
sanctions. At the outset of the program, Conlon indicated that the
UN was not properly staffed to implement the program.20 Conlon
stated that “In view of the . . . general lack of expertise in the UN
Secretariat . . . assessments of the effectiveness of sanctions can-
not be done with any degree of sophistication and accuracy.”2!
Conlon commented, “In 1991, for example, when plans for the oil-
for-food scheme in Resolution 712 were drawn up, the UN Secre-
tariat in New York had only three officials and one Assistant Sec-
retary-General with expertise in the oil industry (out of some 5,000
employees).” Eight years later, none of these people were with the
UN.22

In addition to the lack of personnel and expertise, the UN’s basic
initial strategy was flawed. As a former 661 Committee diplomat
explained, obtaining the cooperation of the Iraqi government was
the problem but also the key to the program. Saddam Husssein, he
said, had the advantage from the start.23 Mr. Conlon explained
that former Secretary-General Boutros Boutros-Ghali, under whose
tenure the program began, was interested in “the humanitarian
mitigation of sanctions, not the[ir] enforcement.”2¢4 Another 661
Committee diplomat said that it was, “. . . assumed from the be-
ginning that Iraq would corrupt it [the oil-for-food program] from
the start.” 25

18 Testimony of Vic Comras before the International Relations Committee Subcommittee on
Oversight and Investigations, July 27, 2005

19Wolfgang Weisbrod-Weber, “Note for the File, re: Mr. Gharekhan’s meeting with the Ambas-
sador of France on res. 986 (31 May 1996).

20 HIRC Telephone discussion with Paul Conlon, October 4, 2004. Mr. Conlon was forced out
of the United Nations due to his complaints about the inadequacies of the precursor sanctions
program at the UN.

21Paul Conlon, United Nations Sanctions Management: A Case Study of the Iraq Sanctions
Cozr;zﬁl)igfee, 1990-1994 (Ardsley, New York: Transnational Publishers, Inc. 2000), p. 14.

id, p. 155.

23 HIRC Interview with 661 Committee diplomat, February 14, 2005.

24 HIRC Discussion with Conlon.

25 HIRC Interview with 661 Committee diplomat, June 24, 2005.
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Mr. Conlon also noted the UN’s abject failure to plan for evasive
efforts by the Iraqi regime to circumvent sanctions. According to
Mr. Conlon, the UN did not consider Saddam Hussein’s past eva-
sions of sanctions. In the 1980s, when Iraq attempted to rearm
itself after the eight-year war with Iraq, it did so in part with U.S.
financing. The architects of the OFFP did not heed previous exam-
ples of the regimes corrupt handling of credits extended to it by the
United States and others. These corrupt practices were repeated in
the OFFP.

Mr. Conlon also stated that UN staff were “not interested in any
accountability.” When he approached them about the problems en-
countered with the early sanctions enforcement at the UN, UN
staff responded that “no one will ever ask us.” In short, Mr. Conlon
concluded, there was “no fear of ever being asked to explain their
actions.” 26

Mr. Conlon commented further on the time Iraq needed to cor-
rupt the program. “On average, a target state needed about one
year to evolve effective sanctions busting strategies, but the process
could be speeded up by the many small professional sanctions bust-
ing firms.”27 Former 661 Committee diplomats were more gen-
erous, estimating that it would take the Iraqis two years.28

FormMms orF CORRUPTION

Dr. Hans Blix, formerly the Executive Chairman of the UN Mon-
itoring, Verification and Inspection Commission (UNMOVIC) in
Iraq wrote that “revenues from the Oil-for-Food Program provided
many billions of dollars and huge purchase orders were so placed
as to produce maximum political benefit—or punishment.” 29

According to the Committee’s findings and those of former offi-
cials with the Coalitional Provisional Authority in Iraq, as well
Iraqi officials, numerous illicit financial schemes prevailed during
the program:

e A purely paper transaction in which humanitarian goods
were never delivered. According to a CPA official, this type
of transaction involved the active participation of the inspec-
tion team, who was bribed, and the Iraqi Ministry, who was
ordered to sign for the receipt of non-existing goods. Proceeds
of the sale were shared among regime officials.30

o A partial delivery of the goods. This also required the partici-
pation of UN inspection firms who wittingly or unwittingly
provided only a partial inspection of the incoming goods. An
inaccurate or exaggerated delivery note would cover the
shortage of goods.31

26 HIRC Discussion with Conlon.

27Paul Conlon, “Statement On The Background To The Oil-For-Food Scandal: Sanctions Com-
mittee Experiences With Fraud And Manipulation Prior To The Actual Start Of The Program,”
Released March 2, 2005 by the Subcommittee on Oversight and Investigations, International Re-
lations Committee, submitted February 14, 2005.

28 HIRC Telephone interview with 661 Committee Diplomat, June 23, 2005; HIRC Telephone
interview with 661 Committee Diplomat, June 24, 2005.

29 Hans Blix, Disarming Iraq (New York: Pantheon Books, 2004), p. 54.

30 HIRC Interview with former CPA official, Washington, D.C, September 21, 2005.

31Thid.
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e Shipping goods with obscure descriptions. This technique
was designed to tie up inspections, forcing Saybolt inspectors
to perform a cursory inspection of the delivery.32

o Querpricing of the delivered goods. The program was rife
with overpricing, as confirmed in 2003 by the Defense Con-
tracting Audit Agency.33

o The shipment of inferior goods to Iraq despite contractual ob-
ligations to ship goods. Iraqi officials consistently told the
Committee that regime officials told Iraqi officials that they
did not care what was done with the materials imported into
Iraq, inferior or otherwise, and that they could “throw them
in the river.” 34

o “Service fees”. An after sales service fee of at least 10 per-
cent, and sometimes as much as 30 percent, or additional
shipping costs, port fees, storage fees, or other last minute
costs.35

o Theft. Theft of goods occurred en route during delivery.36

e Quvercharged Shipping Costs. Overcharging of transportation
costs as a way of paying the kickbacks to the regime.37

Under this system, Saddam Hussein and his lieutenants re-
warded friends and supporters of the regime with preferential con-
tracts both for oil deals and humanitarian aid contracts. Bribes
were another facet of the program. The widespread nature of brib-
ery on the part of the Iraqi Regime, its officials, and others seeking
to profit from the program offered many opportunities to earn
money by illicit means.

INSTITUTIONALIZED BRIBERY

Creation of a voucher system was described by Iraqi officials as
“a daring move by Saddam Hussein who saw that he could get
away with many things . . . to make more money.” 38 Saddam
Hussein’s regime, given its ability to choose with whom it would do
business and with whom it would not, was afforded an extraor-
dinary power to profit through the extraction of kickbacks from fa-
vored customers and contractors alike. Because there was never an
agreement on standards for companies applying to participate in
the program, the Iraqi regime had a much easier time manipu-
lating the companies and the program.3?

Vouchers enabled companies that publicly supported Saddam
Hussein and criticized the United States to obtain business from
an immensely profitable enterprise. The billions of dollars made

32 Tbid.

33 Joint Defense Contract audit Agency and Defense Contract Management Agency OFF Pric-
ing Evaluation Team, “Report on the Pricing Evaluation of Contracts Awarded Under the Iraq
Oil for Food Program, September 12, 2003.

34Comments of an Iraqi Oil Ministry official made in a series of interviews conducted in
Amman, Jordan, July 24-25, 2004; HIRC Interview with former member of the Iraqi Interim
Government, Washington, D.C., April 22, 2004.

35 Joint Defense Contract audit Agency and Defense Contract Management Agency OFF Pric-
ing Evaluation Team, “Report on the Pricing Evaluation of Contracts Awarded Under the Iraq
Oil for Food Program, September 12, 2003.

36 HIRC Interview with former CPA official, Washington, D.C, September 21, 2005.

37 Ibid.

38 Comments of an Iraqi official made in a series of interviews conducted in Amman, Jordan,
July 24-25, 2004.

39HIRC Interview with Pascal Texiera, Deputy Director of UN Affairs in the French Ministry
of Foreign Affairs, Washington, D.C., December 16, 2004.
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available through the sale of oil created ample opportunity for Sad-
dam Hussein and his lieutenants to steal and bribe at the expense
of the Iraqi people.

VOUCHERS

There appear to have been two types of vouchers, one for oil pur-
chases and the other for humanitarian aid provisions.

Oil Vouchers

According to Iraqi officials in the Oil Ministry, the voucher pro-
gram was initiated in 1998. A voucher entitled the recipient to the
privilege of purchasing barrels of oil in specified quantities. Most
recipients were unable to dispose of perhaps millions of barrels of
oil, and many were left to arrange for companies or even brokers
of oil to purchase the oil and to sell it on the open market, if not
directly through the official OFFP. According to Iraqi officials fa-
miliar with the program, the contract would be written as if it was
directly negotiated between the oil company or broker and the Iraqi
Ministry of Oil. In the margin of the contract would be typed or
written the name of the recipient of the voucher. As required under
rules of the OFFP, a clean copy of the oil contract, without the
voucher recipient’s name, would be forwarded to the UN for clear-
ance and processing. On four occasions (one company doing it
twice), the side agreements were forwarded on to the UN for proc-
essing.40 It is not clear what happened to these contracts.

Humanitarian Trade Vouchers

Iraq’s Ministry of Trade manipulated every aspect of the OFFP,
and chose its contracting parties.4! According to personnel from
this ministry, Iraq rewarded those companies from countries sup-
porting Iraq with contracts in its fight against international isola-
tion and UN sanctions.

According to personnel from this and other Iraqi ministries, Iraq
developed an “exemption list” of countries and companies that were
viewed favorably by the regime:

These “privileged” companies obtained their exempt status from
higher up authority in the old regime (usually from the office
of former Vice President Taha Yasin Ramadhan) for a variety
of reasons most are unknown to us. Those companies used to
get contracts for commodities, products or goods regardless of
origin or trading area.*2

Iraq restricted contracting to favored countries including Russia,
France, and China. According to an Iraqi SOMO official, contracts
with favored countries could only be made through traders subject
to the approval of Taha Ramadan.43 Some Iraqi ministry officials
warned of the poor level of quality coming from these transactions.
They were put off by senior ministry officials who told them “you

40 According to an Iraqi Oil Ministry official interviewed in Amman, Jordan in July 2004.

41Description provided by an official of the Iraqi Foreign Trade Ministry, HIRC Interview,
Amman, Jordan, June 4-5, 2004.

42Description provided by an official of the Iraqi Foreign Trade Ministry, HIRC Interview,
Amman, Jordan, June 4-5, 2004.

43HIRC interview with Iraqi Oil Ministry official, Amman, Jordan, July 25, 2004.
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can buy even bad medicine from Russia, say, then dump it in the
river.” 44

As the sanctions situation eased by 2000, it became easier to
flaunt. As Dr. Blix wrote, “More foreign airplanes were landing.
Business people came to Baghdad.”45 Ministry officials said the
same thing, “many delegations were coming to Baghdad by plane.
They had businessmen, artists breaking the sanctions laws by com-
ing to Iraq. They spread propaganda.”

Officials from the Central Bank were also notified of the identi-
ties of those on the exemption list in order to give them priority
for letters of credit applications. VP Taha Ramadan, Uday and
Qusay Hussein, and two Deputy Prime Ministers, Hikmat Al
Azzawi and Tariq Azziz as well as Abdel Hamoud, Saddam Hus-
sein’s Secretary placed names on this list.#6 According to former
Iraqi Oil Minister Amir Muhammad Rashid Tikriti Al Ubaydi, Sad-
dam Hussein “had the last word. He could add or delete anyone
from the secret list. If an entity did not perform to the expectations
of the Hussein regime that entity could be removed, with Hussein’s
approval, from the allocation list.” 47

It is estimated by Trade Ministry personnel that 10-15 percent
of the 30,000 plus contracts were granted to “exempted” companies.
This number, upon examination of the lists, may in fact be higher.

One episode of “illegal activities” that took place was the over-
filling of the tanker, the “Essex,” in October 2001. At issue was the
practice of “topping off,” or filling the vessel with more oil than con-
tracted for and then stopping off, out of port and off-loading the dif-
ference and selling it for illegal profit. A lack of proper measuring
equipment at the ports helped to facilitate the practice of “topping
off” as well as other irregularities. Were it not for the disclosure
by the Essex’s ship captain, the vessel loading the oil, who sent a
letter to the UN Oil-Overseer informing him as to what happened,
the incident might never have been discovered.4® Because of the
poor oversight and management by the UN, there is no way to con-
firm whether or not such practices were routine.

CORRUPT OIL LOADING PRACTICES

Under terms of the OFFP, Saybolt was obligated to inspect the
loading of oil at Iraqi ports. In a letter of February 25, 1997, SGS
Senior Executive Vice President M.A.M. Gisiger complained to
Benon Sevan that:

We have observed that the nominated expert for the United Na-
tions is not only contravening the requirements of the above
clauses [relating to the Request for Proposal for the inspection
contract] but it is also (together with the United Nations em-
ployees on site) actively discouraging the oil purchasers from ex-

44Tbid.

45 Blix, p. 54.

46 According to former Iraqi Oil Minister Amir Muhammad Rashid Tikriti Al Ubaydi, ques-
tioned in writing by HIRC, October 27, 2004 and by officials of the Iraqi Ministry of Trade inter-
viewed by HIRC staff in Jordan.

47HIRC Written interview with former Iraqi Oil Minister Amir Muhammad Rashid Tikriti Al
Ubaydi, October 27, 2004.

48 Letter of Chiladakis Theofanis to the United Nations, September 21, 2001, HIRC Saybolt
documents, #S023917-S023922. American Embassy officials in Caracas, Venezuela had notified
the State Department on October 24, 2001 of Venezuala’s rejection of the oil cargo on the Essex
as being illegal. See Cable, American Embassy Caracas, October 24, 2001, Document Number
20001CARACA03153.
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ercising their rightful prerogative of selecting the independent
third party of their choice to inspect the cargo in accordance
with their own sales contract.*?

Although Saybolt denied this practice amounted to an ethical
and managerial problem, the UN Board of External Auditors found
differently in its November 14, 1998, report to the Office of Iraq
Programs:

During first phase [sicl, Board had observed that M /S Saybolt
had been working at the same time for the UN and the buyer.
In view of the remarks of the legal adviser that by working for
oil inspectors to work as Inspection agents both for UN and the
buyer, it has created a conflict of interest. . . .50

This dual inspection role by Saybolt, and the UN’s lack of accept-
able measuring system for oil quantity verification,51 lent itself to
oil loading measuring errors and corruption. This in fact, did hap-
pen in October 2001 when one of the UN-appointed Oil Overseers
informed Mr. Sevan that, on two occasions, oil was loaded at Mina
al Baker, outside of Saybolt’s control on vessels which carried oil
shipments for the program.52

BoYCOTT OF ISRAEL

Saddam Hussein’s regime also blacklisted companies from par-
ticipating in the OFFP. As detailed by the list, many refusals for
allowing participation were due to accusations of “Dealing with the
Zionist Entity,” the common Arab rejectionist reference to Israel.53
In fact, a required step in signing contracts with an Iraqi Ministry
was a requirement to not deal with Israel.

Some companies chose to abide by the boycott of Israel. Bayoil,
an American company with a subsidiary company in the Bahamas,
signed a statement in 1999 attesting that the company had never
sold directly or indirectly to Israel and would refuse to do so in the
future. August Giangrandi, signing on behalf of Bayoil Supply and
TradingLimited, had the document notorized.>* Similarly, Bayoil’s
Houston representative Ludmil Dionossiev, assured an unidentified
Russian oil contact, Sergei Sharapov that the Bayoil vessel “World
Champion” had never traded in Israel.”55 Dionissiev and Bayoil
Chairman David Chalmers were indicted on April 14, 2005 by the
U.S. Attorney for the Southern District of New York on four counts
related to the OFFP.56

49 Letter of SGS Senior Executive Vice President M.A.M. Gisiger to Benon Sevan, then Assist-
ant Secretary-General, United Nations, February 25, 1997, HIRC Saybolt documents, #
S053937.

50UN Board of Auditors Audit Query No. 7, November 14, 1998, Subject Contract for Oil In-
spectors, HIRC Saybolt Documents, #S023699.

51UN Office of the Iraq Programme fax to Peter Boks, Saybolt Nederland BV, November 23,
1998, HIRC Saybolt files, #5S024218.

52 Email of Morten Buur-Jensen to Benon Sevan, October 29, 2001, 8:44 pm, HIRC Saybolt
documents, #S023856.

53 Blacklist Table, Iraqi Health Ministry, n.d.

54 Sayolt documents obtained by the HIRC, #45426. See Appendix G.

55 Letter of Ludmil Dionissiev to Sergie Sharapov, November 25, 1998. See Appendix H.

56 The United States of America v. David B. Chalmers, Jr., John Irving, Ludmil Dionissiev,
Bayoil (USA), Inc., and Bayoil Supply & Trading, United States District Court, Southern Dis-
trict of New York, Indictment S1 05 Cr. 59 (DC).
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Kickbacks

Companies negotiating with Iraqi Ministries for contracts paid
kickbacks to assure ample contract business. Once the 10 percent
kickback was paid to the regime, the contract was approved. An
email from a finance manager of a company shipping humanitarian
goods into Iraq discussed the kickbacks to Saddam Hussein’s re-
gime as a matter of standard business.57

From: husam Naaseh—Finance Mgr

Sent: Sunday, June 13, 2004 8:01 PM

To:

Subject: RE: LC Amendment Confirmation—COMM 1100650
Importance: High

Dear Sir

Reference to our phone conversation, I would like to draw your
attention that reference to Comm. # 1300036 for 10,000 MT
Vegetable Ghee, and according to previous Iraq regime, that no
any trucks or goods are allow to enter Iraq if the 10% is not
paid, under this comm. we shipped the quantity of 355 MT be-
fore 17 March 2003, and as you can see from the Rafdeen
voucher the sum of Euro 63,756 covering 1,000 MT already
paid. At time of renegotiation the same contract with WFP they
deduct the 10% for the remaining qty (10,000—355 = 9,644 MT
) copy of WFP contract is attached. So, from above the amount
of Euro 41,036 /—deducted twice , once paid to Rafdeen bank
and other deducted by WFP. You are kindly requested to ar-
range to pay us the amount of Euro 41,036 directly. our bank
details as bellow:

Account # 65888

Arab bank plc

Abdali branch—Amman—dJordan

Swift code : Arab bank Joax 100

Best Regards,,,

Husam Naiseh
The Finance Manager

Kickback funds were to be deposited in banks into what Iraqi of-
ficials called “bridge accounts,” which were made accessible to
every ministry in the Iraqi government.?® Each ministry was given
the account numbers to supply to the companies with which they
dealt in order to exact the 10 percent kickback amount. The money
was sent to these accounts from suppliers, as well as the Syrian
Government and suppliers there.59

Another company that supplied humanitarian goods to Iraq dis-
covered that its employees were paying kickbacks to the Iraqi re-
gime. These kickbacks were paid through an Iraqi-approved agent
with whom companies were required to deal.®© The Weir Group, an

57 Email received as part of ongoing investigations into the Oil-for-Food program by the now-
defunct Coalition Provisional Authority.

58 HIRC Interviews with Iraqi Bank officials, Dubai, UAE, June 29, 2004.

59TRS—CI Details of Investigation with Senior Auditor for the Iraqi Board of Supreme Audit
and SOMO, Amman, Jordan, October 19, 2003, p. 1; HIRC Interviews with Iraqi Bank officials,
Dubai, UAE, June 29, 2004.

60HIRC Interview with former member of the Iraqi Interim Government, Washington, D.C.,
April 22, 2004.
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engineering firm in Scotland which had secured 38 contracts in the
OFFP, an Iraqi-sponsored agent requested that payments be made
through accounts in Switzerland under the names of Corsin Finan-
cial Ltd and to Inpojex International. As Alan Mitchelson of The
Weir Group declared, payments like those made by their employees
were “a general acceptance that was the cost of doing business in
Iraq.” Weir officials had disclosed these actions by their employees
voluntarily and the employees were fired.61

As the Weir experience shows, Iraq insisted on using approved
middle men. In the beginning days of the program, some American
companies were allowed to do business including Chevron and
Mobil, as well as Coastal Corporation®2 and Bayoil.63 Mobil, in buy-
ing oil from Iraq had to use agents, like the Weir employees did.
In Mobil’s case, they used two Iraqis in London to act as a go-be-
tween the company and Iraq. Between the two agents working for
Carrington Ltd. and Crescent International, Mobil paid them over
$160,000 in fees and expenses.64¢ The Committee makes no allega-
tion of bribes being paid by Mobil.

Bridge accounts for kickbacks were held in a number of cur-
rencies in banks in a number of countries including those in Jor-
dan, in the Rafidain Bank (an Iraqi State bank 65); The National
Bank of Jordan; The Cairo-Amman Bank; the Export and Finance
Bank, the Union Bank for Savings and Investment; and the Al-
Eskan Bank.5¢ U.S. Treasury Department agents suggested that
there were as many as 1,600 bank accounts in Jordan alone.67

At Rafidain, kickbacks, according to Internal Revenue Service
Criminal Investigators, were deposited into at least two accounts.68
Iraqi officials provided these depositors guarantees that their deals
with Iraq would not fall through. In return for this guarantee, com-
panies would pay a fee to the bank and a percentage of that fee
was forwarded back to Iraq. According to bank officials, 600-700
guarantees were written.69?

Kickback payments were also made to banks in Lebanon, includ-
ing The Beirut Bank, The Beirut and Arabic Countries Bank, The
Saradar Bank, The Franca Bank, Beirut and Al Mawarid Bank.70
IRS investigators believe that Al Mawarid Bank at times received
transferred funds from accounts in banks in Damascus.”! In these

61 HIRC Interview with Alan Mitchelson and Malcolm Kelly of The Weir Group, London, De-
cember 2, 2004.

62There have been allegations that Oscar Wyatt, in coordination with Samir Vincent, provided
food supplies to Iraq through the foundation, “The Friendship Foundation, in Summer 1996 be-
fore the Oil-for-Food program began and in subsequent years. See Memorandum of Agreement
Between Phoenix International, LLC and Mercy Corps International, Final Draft Agreement;
Letter of Wm. Boyd Lyons to Carl Corrallo, Coastal Corporation May 1, 1997. Wyatt was in-
dicted in a superseding indictment along with Bayoil’s David Chalmers on October 21, 2005 and
was charged along with two Swiss citizens of paying kickbacks to Iraq in the OFF program.

63 SOMO contracts with Chevron, provided by Chevron; SOMO contracts with Mobil, provided
by ExxonMobil; “Coastal Corporation and Subsidiaries Payment Request, October 1997.

64 HIRC Interview with ExxonMobil representatives, Jeanne Mitchell and Pat Conlon, Wash-
ington, D.C. January 27, 2005.

65When questioned as to why an Iraqi State bank was allowed to operate in Jordan while
Iraq was under sanction by the UN, the Governor of the Jordanian Central bank responded that
it was a “political issue” that should be raised with the Jordanian government, Umayya Toukan,
Governor and Chairman of the Board, Jordanian Central Bank, Washington, D.C., October 1,
2004.

66 HIRC Interviews with Iraqi Bank officials, Dubai, UAE, June 29, 2004.

67HIRC Treasury Department briefing, July 23, 2004.

68 J.S. Department of the Treasury Report of Interview, June 2003.

gg %ﬁtgrview officials of Rafidain Bank, Amman, Jordan, July, 26, 2004.

id.
71TRS-CI Details of Investigation in Damascus, Syria, September 30, 2003, p. 3.
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banks, many of the accounts were set up under individual names,
some from the CBI or the individual Ministry employees, and some
were simply numbered accounts.”2

Once the money arrived at the various banks, the CBI was noti-
fied within 24 hours. With notification to CBI, suppliers were then
comfortable to move forward with pending deals for humanitarian
goods bound for Iraq.73

Each ministry in the Iraqi government had use of these funds,
but there were quotas for the amounts they would be able to use.”4
All releases from the accounts required two signatures. There was
also a procedure set up whereby funds from the cash account, when
the balance reached $1 million, would automatically be transferred
to other banks for eventual transfer, through banking operations,
back to the Central Bank of Iraq in Baghdad.?>

In the case of funds held in Syrian banks, the money was trans-
ferred to the Syrian Lebanese Bank in Beirut.”¢ In some cases, the
diplomatic pouch of the Iraqi Consulate General, which was housed
in the Algerian Embassy in Damascus, would act as the conduit for
transfer of funds to CBL.77 Cash withdrawn from the accounts was
also transported back to Baghdad by diplomatic pouch or diplo-
matic courier over land from Lebanon.’® In one case, Central Bank-
ers couriered the funds, in gold bars back to Baghdad, in the trunk
of a car.”®

Iraq also sought to reward some of its employees from the var-
ious ministries for their participation in the kickback system. Of
the kickbacks provided, .05 percent were “trickled down,” in the
words of one Iraqi, as a reward.80 One Iraqi remembers a fellow
ministry employee being able to buy a pair of earrings with the
money.81

Payments of $25,000 were paid from kickback accounts to sur-
viving families of Palestinian suicide bombers. These payments
were funneled, in part, from kickback accounts in Rafidain bank.82

THE ROLE OF BANQUE NATIONAL DE PARIS-PARIBAS

The bank responsible for operating the finances of the program,
BNP, made unauthorized transfers of funds to third-parties.

The UN had selected BNP to hold proceeds from oil sales. Such
funds were deposited directly by the oil purchasers into this UN-
monitored escrow account held at the New York branch of BNP.83
In this role, BNP was the recipient of funds for the sale of oil and

72 Igig; HIRC Interviews with Iraqi Bank officials, Dubai, UAE, June 29, 2004.

73 Ibid.

74 Comprehensive Report of the Special Advisor to the DCI on Iraq’s WMD, p. 50.

75 HIRC interviews with the Rafidain Bank officials, Amman, Jordan, July 26, 2004.

76 JRC—CI Details of Investigation, Interviews with the Iraqi Supreme Board of Audit, Rep-
resentatives of the State Oil Marketing Organization and the Commercial Bank of Syria and
of the Commercial Bank of Syria, Branch 5, Damascus, October 23, 2003, p. 2; Comprehensive
Report of the Special Advisor to the DCI on Iraq’s WMD, p. 177.

77TTRS—CI Details of Investigation, Interviews with former Officials of the Military Industry
in Iraq (MMI), May 30, 2003, p. 1.

78 HIRC Interviews with Iraqi Bank officials, Dubai, UAE, June 29, 2004.

79 HIRC Interviews with Iraqi Bank officials, Dubai, UAE, June 28, 2004.

80 HIRC interview with Iraqi Oil Ministry official, Amman, Jordan, July 25, 2004.

81 HIRC Interviews with Iraqi Bank Officials, Dubai, UAE, June 29, 2004.

82HIRC Interviews with unnamed Iraqi officials, Amman, Jordan, July 24, 2004.

83 In response to UN concerns that too much money was being concentrated at BNP, the num-
ber of banks receiving oil-for-food deposits was expanded after 2000 to include: JP Morgan
Chase, Deutsche Bank, Banco Bilbao Vizcaya, Credit Agricole Indosuez, Credit Suisse, and
HypoVereinsbank.
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the disbursing party for those same funds for the payment of hu-
manitarian goods into Iraq.

At a hearing with BNP before the Full Committee on November
17, 2004, BNP North American CEO Everett Schenck was asked to
explain why BNP had made payments to a company called East
Star Trading, a third party payee that was not a party authorized
by the UN. At the time, there was no clear identification for this
company and moreover, no clear explanation why it received three
reassigned payments. During the hearing, Mr. Schenck suggested
that these payments were permitted by the UN. U.S. State Depart-
ment officials dispute this claim:

. the United Nations has found no record authorizing BNP
to make third party payments to the East Star Trading Com-
pany on March 23, April 12, and May 3, 2001. BNP has as-
serted that it received authorization to make these third party
payments. The UN reports that their records indicated they or-
dered BNP to pay the named party on the Letters of Credit on
these dates, that is, Al Riyadh International Flowers Compa-
nies Group.84

Mr. Schenck promised a full review of the bank’s files on the pro-
gram. This review, in the form of an Interim Report, was delivered
to the Subcommittee on Oversight and Investigations on April 28,
2005, during another hearing on the issue.85 In delivering the re-
port, BNP CEO for North America, Mr. Schenck admitted that mis-
takes were made “that should not have occurred.”8¢ He also dis-
closed that the bank had made 403 unauthorized third-party pay-
ments, but argued that they were made to “financing facilities.”
Under Section 2.3.2 of BNP’s contract with the UN, such trans-
actions to non-bank third-parties, were forbidden unless authorized
by the UN.87

BNP is scheduled to deliver an updated report on the unauthor-
ized payments supplied earlier to the Committee. The Committee
awaits the results of this new report.

THE UN AND CORRUPTION

Referring to the beginning of the kickback scheme, a UN official
told the IIC that:

The Iraqis at some point started to refuse selling the amount of
oil needed to recover the costs of the humanitarian imports.
They managed to get more and more control over the Oil-for-
Food Program and Sevan was letting them.58

The Secretary-General and other UN officials advocated increas-
ing Iraq’s ability to produce oil and lifting the limits on Iraqi oil
sales. Their interest in loosening sanctions was not matched with
a commensurate interest in management or enforcement of the
OFFP. Officials at the U.S. oil company Mobil explained that the

84 Committee Memorandum to File.

85See Appendix B.

86 Testimony of Everett Schenck before the Oversight and Investigations Subcommittee of the
House International Relations Committee, Prepared Testimony, p.4, April 28, 2005

87 Section 2.3.2, Banque National de Paris, “Agreement for Banking Services, Pursuant to Se-
curity Council Resolution 986 (1995), pp. 38-39.

88 IC Record of Conversation/Interview with UN official, September 15, 2004, p. 4.
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UN did not effectively manage or oversee the OFFP contracts.8°
Mr. Sevan, as the program grew as well, according to one UN offi-
cial, cared less and less about this increasing control exercised by
Iraq over the OFFP.90

Benon Sevan was consistently notified of the surcharges and
kickbacks by the UN-appointed Oil Overseers as well as Saybolt.91
Mr. Sevan, according to one Oil Overseer, refused to act or permit
the overseers to investigate the reports of corruption. Mr. Sevan
demanded that all overseer reports be delivered to him and not the
661 Committee, the UN body charged with overseeing the OFFP.
The Oil Overseer said that Mr. Sevan tried to stop them from
“being vocal on the oil side.”92 “Sevan,” the official insisted, “did
not feel it was his job to keep them [Iraqi officials] from taking over
control or to stop the kickbacks.” 93

UN Observation of the Movement of Goods in Iraq

Large shipments of humanitarian goods were being moved across
Iraq’s borders under the OFFP—borders that companies operating
under UN contracts were supposed to monitor for evidence of
smuggling illicit goods.

Rehan Mullick, an American employee of the UN working in
Baghdad as a research officer with the UN’s Office of the Humani-
tarian Coordinator in Iraq (UNOHCI) in 2000, tried to bring UN
management shortcomings and smuggling to the attention of his
UN superiors, but little was done by the UN to monitor or combat
smuggling.?4 As Mr. Mullick wrote to the Committee:

Soon after I started my job, it became amply evident to me that
there were gaping holes in UNOHCI’s [United Nations Human-
itarian Coordinator for Iraq] efforts to meet the above objectives.
A robust, functional database on the use of SCR 986 supplies,
that one expects should have already been in place, was just not
there.9

Mr. Mullick testified to the HIRC Subcommittee on Oversight
and Investigations that:

The Iraqi regime had rendered the UN observation meaning-
less, penetrated its information nerve centers by planting Sad-
dam Hussein loyalists in the UN observation process . . . the

89HIRC Interview with ExxonMobil representatives, Jeanne Mitchell and Pat Conlon, Wash-
ington, D.C. January 27, 2005.

90HIRC Interview with ExxonMobil representatives, Jeanne Mitchell and Pat Conlon, Wash-
ington, D.C. January 27, 2005.

91Email of Graham Brett to Benon Sevan, November 16, 2000, HIRC Saybolt documents
#S157305.

92HIRC Interview with UN Oil Overseer, April 16, 2004. It should be noted that this Overseer
was one of numerous recipients to receive letters prohibiting them from talking to outsiders
about the Oil-for-Food program. Letters sent to this Overseer, as well as others, were signed
under Sevan’s name, by Maurice Crichley. This letter was sent by the UN at the end of April
2004.

93TIC Record of Conversation/Interview with UN official, September 15, 2004, p. 4.

94In 1999, Dr. Mullick was a Statistical Research Analyst for the Rural Development Initia-
tive, a program in association with Iowa State University with the goal of improving policy deci-
sions that stimulate rural development and economic growth. In 2000, became a research officer
of the United Nations Office on the Humanitarian Coordination in Iraq and provided expertise
to the Multidisciplinary Observation Unit, which, among other things, was responsible for as-
sessing and monitoring humanitarian conditions in Iraq and measuring the impact of the UN
Oil-For-Food Program. From 2003 through 2004, Dr. Mullick began work for the USAID’s Iraq
Local Governance Project and was head of the Monitoring Evaluation Unit for this project.

95 Rehan Mullick, “Two Years in UNOHCI,” Statement prepared for the Committee on Inter-
national Relations Subcommittee on Oversight and Investigations, March 17, 2005.
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Iraqi military rebuilt its logistics by diverting thousands of
trucks, pickups, 4X4s etc. that were delivered to Iraq under the
Oil-for-Food Program. Similarly, it’ [sic] was common knowl-
edge in Iraq that thousands of Toyota Camrys, and Avalons im-
ported under the program were promptly gifted to the func-
tionaries of the Iraqi Intelligence, and the Bath [sic] Party. Cor-
respondingly, the Malaysian built Proton cars were offered free-
ly to military officers at token prices. The UN was responsible
to insure the proper distribution of these cars.%6

The provision of cars, luxury and otherwise, was a prominent
feature of the program. One former Iraqi Ministry official told of
thousands of Mercedes cars being purchased in the program and
used as rewards for the Iraqi Military Industrial Program as well
as other Iraqi Ministries. In other cases, this official suggested, mo-
torcycles were being diverted for use by Iraq’s irregular forces or
“fedeyeen.” 97 Some of these motorcycles, he suggested, were used
against American forces during the American invasion.?® Because
of the restriction placed on them for funding their investigations,
the OIOS was prevented from auditing all the program’s border in-
spection areas.??

OIOS officials agreed that the UN did not investigate or try to
prevent diversions that were ongoing in the OFFP. As Mr. Mullick,
suggested “. . . it was all stage-managed.” Mr. Mullick’s warnings
and criticisms of corruption within the OFFP were ignored by his
UN suprevisors, his superiors relieved him of his OFFP duties and
failed to renew his employment contract when it expired.100

Members of the staff at the OIOS Investigative Division com-
plained of a lack of interest and attention by the Secretariat and
even the Secretary-General to the work of the OIOS. OIOS officials
described Mr. Sevan’s reaction to their requests to fund an inves-
tigation of the OFFP as “stalling” 101 and negligent.

OIOS officials consistently expressed the need for greater re-
sources to investigate the OFFP but were denied the funds and the
authority to investigate. “There was a problem with the UN seeing
the magnitude of the problem,” said one investigator. Eventually
they stopped asking: “If you know you’re not going to get resources

. . you've asked . . . you know not to ask.” 102

In May 2001, a request was submitted to the UN’s Department
of Peacekeeping Operations, for “investigators for the Iraq region,
which would include UNOHCI, UNGCI [The UN Guard Contingent
in Iraql, and the OIP [Office of the Iraq Program].” 103 On May 26,
2001, Benon Sevan denied this request saying, “Without prejudice
to the merits of your proposal, we can ill afford at this time when

96 Rehan Mullick, Testimony before the Committee on International Relations Subcommittee
on Oversight and Investigations, March 17, 2005.

97HIRC Interview with a former Iraqi Transportation Ministry official, Rome, Italy, June 27,
2004.

98 Thid.

99 Congressional discussion with OIOS officials, Washington, D.C., March 16, 2005.

100 HIRC telephone interview with Rehan Mullick, March 8, 2005.

101 Congressional discussion with OIOS officials, Washington, D.C., March 16, 2005.

102 Remarks of unidentified UN source.

103 Memorandum of [OIOS Official] to DKPO, “Request for Resident Investigators in . . .”
May 14, 2001.
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the Government of Iraq has been complaining over the increasing
number of international staff members in the country.” 104

An OIOS official told the IIC that Mr. Sevan did not want to see
OIOS’ Investigations Division (ID) investigating cases involving the
OFFP. The official told the IIC that they later tried to get ten more
investigators but Mr. Sevan again refused.

As the IIC’s Record of Conversation with the official further ex-
plained,

. . . resistance to OIOS in general and ID specifically is very
prevalent through-out [sic] the United Nations system. [The offi-
cial] stated that there is a complete lack of willingness to accept
OIOS ID, its programmes or findings. This resistance goes to
and included the Office of the Secretary-General and the Gen-
eral Assembly. Attempts to get resources or implement new pro-
grammes are met with strong resistance or silence.105

The official explained that as investigators were denied re-
sources, they were forced to borrow from other departments, curb
plans for some audits, and simply drop plans for others. One inves-
tigator explained that whole functions of the program, such as di-
versions of goods, were not examined due to a lack of funding and
resources. Moreover, he said, “we don’t look for fraud, we look for
red flags . . .” said one investigator. The amount devoted to the
audit function for Iraq was described as “miniscule.” The official ex-
plained that, “[wlith scarce resources, you have to decide what to
do.” 106

RussiAN COMPANIES

According to the former Iraqi Oil Minister Amir Muhammad
Rashid Tikriti Al Ubaydi, Russia was the most helpful government
to Iraq. “Russia,” the Minister argued, “presented Iraq’s case for
lifting the sanctions to the UN.” 107 In return, Russia received con-
tracts and access to bidding information for Iraqi contracts.198 Rus-
sian companies paid the standard oil surcharge or slightly lower,
to the Iraqi Embassy in Moscow.199 According to one Russian offi-
cial, their job was to get as many contracts as possible for their
companies.

We in our Embassy in Baghdad were not satisfied with the
work of our representatives on the ground. We fought to get con-
tracts. He [They] [sic] did not do enough to push contracts.110

In a statement to the International Relations Committee in May
2004, the Russian Embassy in Washington suggested that the
OFFP “ . . is simply a question of corruption. Unfortunately such
practices are quiet widespread in business . . .”111

104 etter of Benon Sevan to OIOS Official, “Note to [OIOS Officiall, Request for Resi-
dent. . .”, May 2001.

105Thid, p. 5.

106 Congressional discussion with OIOS officials, Washington, D.C. March 16, 2005.

107HIRC Written interview with former Iraqi Oil Minister Amir Muhammad Rashid Tikriti
Al Ubaydi, October 27, 2004.

108 HIRC Interview with Iraqi official, Amman, Jordan, July 25, 2004.

109TRS—CI Memorandum of Interview, November 29, 2003, p. 1.

110 HTRC Interview with Russian officials, Washington, D.C., May 17, 2004.

111 Non-Paper, Russian Embassy in the United States, May 20, 2004.
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PROCUREMENT CORRUPTION OUTSIDE THE OFFP: YAKOVLEV, THC
SERVICES, AND EUREST SUPPORT SERVICES

The IIC found corruption within the UN procurement office relat-
ing to contracts within the OFFP. HIRC uncovered additional
irregularities in the procurement department outside the OFFP.

Alexander Yakovlev was a line procurement officer in the UN.
Yakovlev’s son Dmitry was hired by IHC Services, Inc., a company
that had done as much as $12 million in procurement business
with the UN on at least one contract in 1999.112

Dmitry served as an Administrative Assistant with IHC from
May-August 2000 and from May-August 2001, and as an Assistant
to the Vice President from December 2002 until the present.113 Ac-
cording to THC’s CEO, Ezio Testa, “he [Dmitry] was never em-
ployed by us; only an internship.” 114 When pressed for more de-
tails, however, Mr. Testa disclosed that Alexander Yakovlev asked
him to “give direction” to his son Dmitry and “only later did I ask
him if he was interested in a job.” 115

Telephone calls between Dmitry and IHC continued after Dmitry
claimed to leave THC’s employment in December 2003. Dmitry’s
phone records show that his calls to IHC were closely followed by
calls to his father in the UN procurement department.116 Alex-
ander Yakovlev denied any conflict of interest, but he resigned his
position with the UN after the potential conflict was disclosed.

Alexander Yakovlev deposited $950,000 in payments in the Anti-
gua Overseas Bank under the name of Moxyco, Ltd., which helped
obtain, according to the IIC, $79 million in contracts with the
UN.117 Alexander Yakovlev used a Seychelles-based group, Mari-
time International, Ltd. to assist him in placing his illicit payments
in Antigua. Maritime International advertises its services on the
Internet and tells potential clients that, “. . . [wle only open off-
shore bank accounts for clients with whom we have an existing re-
lationship, i.e. clients for whom we have or are incorporating com-
panies, or for whom we have provided other services.” 118

This information was reinforced by the IIC’s findings in its Third
Interim Report, released on August 8, 2005. The IIC also tied Alex-
ander Yakovlev to the solicitation of bribes from the Swiss inspec-
tion firm Société Générale de Surveillance (SGS).

Only hours after the release of the IIC’s report on August 8,
2005, federal agents arrested Mr. Yakovlev and charged him with
two counts of wire fraud and one count of money laundering. Mr.
Yakovlev immediately plead guilty and, if convicted, faces up to 20
years imprisonment.11® The Secretary-General waived Mr.

112 Claudia Rosett and George Russell, UN Family Ties: Is There a Replay of the Kofi and
Kojo Annan Scandal?”, Fox News Channel, June 20, 2005, available online at
hitp://www.foxnews.com/printer—story/0,3566,160081,00.html.

113 Resume of Dmitry Yakovlev, from IHC Services, Inc.

E‘; ﬁI)Il;C Telephone discussion with Ezio Testa, June 22, 2005.

10.

116 Claudia Rosett and George Russell, UN Family Ties: Is There a Replay of the Kofi and
Kojo Annan Scandal?” Fox News Channel, June 20, 2005, available online at
hitp://www.foxnews.com/printer—story/0,3566,160081,00.html.

117TIC Interim Report, August 8, 2005, p. 65.

118 Website of Maritime International, Ltd., available online at http:/www.milonline.com/off-
shore-banking.html, downloaded August 26, 2005.

119 Nick Wadhams and Edith M. Lederer “Former UN procurement officer pleads guilty to tak-
ing bribes from UN contractors,” Associated Press, August 8, 2005.
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Yakolev’s UN immunity after a request from the U.S. Attorney for
the Southern District of New York.120

On August 26, 2005, HIRC issued a subpoena to IHC Services for
records relating to their contacts with Yakovlev and the UN. In re-
sponse, HIRC received records demonstrating business connections
between IHC and Eurest Support Services Worldwide (ESS) as well
as other documents evidencing malfeasance in the UN procurement
department.

Regarding THC’s work with ESS, THC represented ESS as a ven-
dor intermediary, or broker before the UN on as many as ten con-
tracts.121 ESS is owned by the Compass Group, the world’s largest
catering company and the provider of food to U.S. and UN peace-
keeping forces.122 Compass Group, the parent company of ESS, re-
lied on THC for advice on obtaining specific UN contracts.123 Mr.
Yakovlev was the procurement officer for a number of food service
contracts that the UN awarded to ESS.

Moreover, ESS regularly updated IHC on its progress, copying
them on correspondence they entered into with Yakovlev regarding
their ongoing proposals. In one instance, a Field Logistics official
with a branch of ESS’s parent company, Compass Global Transit
Centre in Holland (ESS Official), discussed in emails information
given to him by a UN Rations Contracts Officer in Sudan. The ESS
official wrote, “As stated, some limited information was given on
what our competitors are doing.” He went on to explain how the
contract they were bidding on was going to be divided up with dif-
ferent companies getting different parts of the contract.124

In the same emails, the ESS official stated that he had heard
that the country coordinator for the United Nations Office of
Project Services (UNOPS) was in town and advised him on his bid.
The ESS official wrote that “He [the UN country coordinator] stat-
ed that it would be received very well in the UN if we put an addi-
tional appendix to our bid stating that we wish to assist develop
the country and can assist in such ways as training of local sup-
pliers and farmers on food production.” 125

On other occasions, IHC may have provided more than simple
advice.126 Emails between ITHC and ESS suggest that in November
2003, ITHC obtained secret bidding information for a contract and
provided this information to ESS to help ESS secure the con-
tract.127

THC documents also revealed a relationship between ITHC and
Giandomenico Picco, the UN official first assigned to negotiate an

120“Qpening statement read by Mark Malloch Brown, Chef de Cabinet, at a press conference
on the Oil-for-Food Programme,” August 8, 2005.
121HIRC Interview with Charles Clayton, Compass Group, Washington, D.C., October 31,

2005.
122Thid; ESS “Supply of Food Rations—United Nations Advance Mission in Sudan (UNAMIS),
Request for Proposal (RFPS),” December 13, 2004, HIRC IHC documents # THC0005230.
123HIRC Interview with Charles Clayton, Compass Group, Washington, D.C., October 31,

2005.

124 Steve Bickerstaff, “Meeting With Terry Allan—UN Rations Contract Officer Sudan and
General Points—Dby Steve Bickerstaff, November 25, 2004 memo attached to an email to Stephen
Queen and forwarded first to Andy Siewert of ESS and on to Ezio Testa of IHC Services, Inc.,
Nolggrlrllolggr 28, 2004, HIRC IHC Services documents, #IHC006045-006052. See Appendix C.

10.

126 George Russell and Claudia Rosett, “UN Procurement Scandal: Secret Information Was
Leazlge% ‘(cio a Bidder, Foxnews October 7, 2005.

127 Thid.
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oil-for-food deal in 1992.128 The documents state that Mr. Picco was
THC’s Managing Director from 1998 until at least 2000.129 During
this same period, Picco was acting as Secretary-General Kofi
Annan’s personal representative to a UN project known as the
“Dialogue Among Civilizations,” originally sponsored by the Islamic
Republic of Iran.130 At the same time, Picco was also advising
Bayoil’s David Chalmers on oil price formulations with the 661
Committee—conduct that lead the U.S. Attorney in the Southern
District of New York to bring charges against Chalmers for price
manipulation in the program.131 Mr. Picco explained that in hind-
sight, he wished that he had not taken Chalmers on as a client.132

In the course of Mr. Picco’s work with Chalmers, Mr. Picco
worked to communicate Chalmers’ concerns about the price of oil
in the Oil-for-Food program, as well as his provision of information
concerning oil pricing information from the 661 Committee, as well
as US concerns and a UK proposal about the pricing mechanism
and a possible change in its calculation to Mr. Chalmers.133

THE INDEPENDENT INQUIRY COMMITTEE

As a result of public accusations and concerns about corruption
in the OFFP, the Secretary-General appointed an independent in-
quiry committee to investigate the administration and management
of the OFFP. The Secretary-General appointed Paul Volcker,
former Chairmen of the United States Federal Reserve, to Chair
the Committee. He appointed Mark Pieth of Switzerland and Jus-
tice Richard Goldstone of South Africa as Committee Members.
Subsequently, on April 21, 2004, the United Nations Security
Council unanimously adopted Resolution 1538, endorsing the in-
quiry and calling for cooperation from the UN and its member
states. The inquiry, known as the Independent Inquiry Committee
(IIC), was funded at a level exceeding $30 million using funds from
oil sales under the OFFP.

Over the course of its 18-month investigation, the IIC’s reports
exposed massive corruption within the OFFP and the UN in gen-
eral. These reports revealed systemic structural problems that un-
dermined the UN’s ability to manage its organization and properly
oversee its programs. But the IIC is not a permanent organization.
The UN must develop modern organizational and personnel struc-
tures that prevent corruption and ensure organizational and indi-
vidual accountability to obviate future corruption and subsequent
multi-million dollar investigations.

Even the IIC investigation was not without criticism. Robert
Parton was a senior investigator with the IIC who, among other re-
sponsibilities, headed the investigation of a possible conflict of in-

128 HIRC Telephone Interview with Giandomenico Picco, June 10, 2005.

129 Minutes of the Annual Meeting of the Directors of IHC Services, Inc. for the years 1998—
2000, HIRC IHC records # IHC000024—000031. See Appendix D.

130 Ag of the date of publication of this report, the “Dialogue Among Civilizations” project is
coordinated by former UN chief of staff S. Igbal Riza, who remains on the UN payroll as an
Under-Secretary-General and who was found by the IIC to have shredded documents relating
to the Oil-for-Food Program.

131 See Appendix E.

132 HIRC Telephone Interview with Giandomenico Picco, June 10, 2005.

133 Facsimile of Giandomenico Picco of GDP Associates to David Chalmers, July 11, 2002,
HIRC Bayoil documents #BAY04-01029 to 01034; Facsimile of Giandomenico Picco of GDP As-
sociates to David Chalmers, July 11, 2002, HIRC Bayoil documents #BAY04-02263 to 01170.
See Appendix F.
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terest involving the Secretary-General.134 Allegations of a conflict
arose in January, 1999, when news services reported that the UN
procurement department granted an inspection contract to
Cotecna, a Swiss company that employed the Secretary-General’s
son.135 While the Secretary-General acknowledged knowing of his
son’s employment with Cotecna, he denied that he had any knowl-
edge of Cotecna’s bid for the inspection contract.!3¢ In its Second
Interim Report, the IIC found that there “was not reasonably suffi-
cient evidence to show that the Secretary-General knew that
Cotecna had submitted a bid on the humanitarian inspection con-
tract in 1998.” 137

Mr. Parton disagreed with the IIC’s proposed conclusions for its
Second Interim Report regarding the Secretary-General’s knowl-
edge of a conflict of interest.138 Because of this disagreement, Mr.
Parton resigned from the IIC.

On April 29, 2005, the Committee subpoenaed IIC documents
(hereinafter, the Parton Documents), which Mr. Parton had in his
possession. Pursuant to the subpoena, Mr. Parton produced ap-
proximately 16,000 pages of documents and other materials. He
was questioned in a bicameral, bipartisan Congressional interview
about the IIC’s Second Interim Report and his reasons for resign-
ing from the IIC.139

Robert Parton alleged that the IIC was unwilling to reach any
conclusion that would result in significant adverse consequences for
the Secretary-General. Mr. Parton asserted that, “No matter what
I show, the conclusions of this report are not going to change un-
less I have a smoking gun.” 140 Mr. Parton argued that the IIC: (1)
used a more stringent standard of proof to evaluate the evidence
against the Secretary-General than it did for other subjects of its
investigations, and (2) and provided evidence obtained in its inves-
tigations to the Secretary-General that it did not provide to other
subjects of its investigation.141

According to Mr. Parton, the IIC failed to apply a consistent
standard of proof to the subjects of its investigations. Robert
Parton said that, early in the investigation, he asked what stand-
ard of proof the IIC would rely on to reach its findings.142 The IIC’s
Investigation Guidelines state that the IIC must find “reasonably

134 Interview of Robert H. Parton, 11 (Sept. 27, 2005) [Hereinafter Parton Interview].

12z %g%ependent Inquiry Committee, Second Interim Report, 81 (Mar. 29, 2005).

1 id.

137 Second Interim Report, supra note 2, at 78.

138Tbid. at 16. On April 20, 2005, the Associated Press reported that Mr. Parton left the IIC
because the IIC treated the Secretary General too “softly” in its March 29th report. Mark Pieth,
an IIC Member, explained, “You follow a trail and you want to see people pick it up.” Desmond
0. Butler and Nick Wadhams, Two on Oil-For-Food Probe Resign, Associated Press (April 20,
2005). The next day, another IIC Member, Richard Goldstone, contradicted Mr. Pieth and
claimed that Mr. Parton left because his contract had ended. Id. Mr. Parton responded that Jus-
tice Goldstone’s remarks were absolutely wrong. Ibid.

139 Majority and minority staff from the House International Relations Committee, the Senate
Permanent Subcommittee on Investigations, and the House Subcommittee on National Security
Emerging Threats and International Relations participated in the interview.

140 Parton Interview, supra note 1 at 142.

141 See Appendix J.

142 Parton Interview, supra note 1, at 31-32 (“As early as September of 2004, I met with the
committee and indicated that I felt that it was very important in order to do a fair and objective
investigation and at the end have conclusions that were consistent with that objective and fair
process to truly understand what the standard of proof was. . . . [Ulltimately the decision, in
my view, was made at that time in September to apply the standard of proof “more likely than
not . . .”).
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sufficient evidence.” 143 Mr. Parton argued that, as a standard, this
was meaningless.144 According to Mr. Parton, the IIC decided early
in its investigations to rely on a standard of “more likely than
not” 145—a legal standard that requires that a finding be based on
at least a 51% probability.146 Ultimately, the IIC did not rely on
this standard in reaching its findings against the Secretary-Gen-
eral. Instead, the IIC relied on the standard published in its Inves-
tigation Guidelines and concluded that there “was not reasonably
sufficient evidence to show that the Secretary-General knew that
Cotecna had submitted a bid on the humanitarian inspection con-
tract in 1998.”147 Mr. Parton stated: “I believe that there was a
hesitancy to apply the standard of more likely than not because of
the implications that it would have to the Secretary-General.” 148

In a written response to Mr. Parton’s allegations, the IIC argued
that it applied the same standard of proof against all subjects of
its investigations. According to the IIC, the standard it used to
evaluate each subject of its investigation was the standard pub-
lished on its website of “reasonably sufficient evidence.”

The precise meaning of the IIC’s standard of “reasonably suffi-
cient evidence” is unclear. Neither the IIC’s Investigation Guide-
lines nor the IIC’s website explains the standard. In a letter to the
Committee, Paul Volcker noted that the standard was “clearly”
lower than the United States criminal standard of “beyond a rea-
sonable doubt” and “obviously” higher than the standard “more
likely than not.” Beyond this explanation, however, the IIC did not
define the term.

While the IIC informed the Committee that the standard of “rea-
sonably sufficient evidence” is “common” in international investiga-
tions, 1t did not indicate any other investigations that relied on the
standard.’4® The only international organization the Committee
found that relied on the standard of “reasonably sufficient evi-
dence” was the World Bank—which looked for “reasonably suffi-
cient evidence” of wrongdoing before barring contractors from
working with the bank.150 Notably, in November, 2004, the Chief
Counsel for the World Bank announced that the bank would
change its standard of proof because the standard of “reasonably
sufficient evidence” was unnecessarily vague. The new standard
adopted by the World Bank was “more likely than not.” 151

While the Committee is unaware of another UN investigation
that used the standard “reasonably sufficient evidence,” the IIC
standard does conform with the UN’s Uniform Guidelines for Inves-
tigations, which recommend that “the standard of proof should con-
form to the standards required by the organization and/or the na-

143 The Independent Inquiry Committee, Investigation Guidelines, (E)(1).

144 Parton Interview, supra note 1, at 31 (“I don’t understand what reasonably sufficient evi-
dence is as it doesn’t refer to a standard. Reasonably sufficient evidence to show proof beyond
a reasonable doubt that something happened? Or reasonably sufficient evidence to show that
soirigtllﬁiﬁg is more likely than not that it occurred?”).

10.

146 Gao v. Gonzales, 424 F.3d 122, 128-29 (2d Cir. 2005) (defining the standard “more likely
than not”); Lian v. Ashcroft, 379 F.3d 457, 461 (7th Cir. 2004) (same).

147 Second Interim Report, supra note 2, at 78.

148 Thid.

149 See Appendix K.

150 Presentation by Mr. David R. Rivero, Chief Counsel, Corporate Administration, Legal De-
partment), World Bank, at the Meeting of the Committee of Juridical and Political Affairs (Nov.
18, 2004).

15114,
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tional jurisdiction for referrals, but should generally be reasonably
sufficient evidence.” 152

Mr. Parton also alleged that the IIC provided the Secretary-Gen-
eral with evidence from its investigations that it did not provide to
other subjects. The IIC’s Investigations Guidelines state that, be-
fore the IIC makes an adverse finding against any person, the per-
son should be “informed of the proposed finding and the informa-
tion upon which it is based.”153 According to Mr. Parton, this
meant, in practice, that the IIC gave the subjects of its investiga-
tions notice of the adverse findings it planned to make against
them.154

Mr. Parton alleged that in its investigation of the Secretary-Gen-
eral the IIC deviated from its standard procedure because the IIC
provided the Secretary-General with the standard adverse finding
letter, but attached an additional document titled “Annex A” that
informed the Secretary-General of facts and evidence that were not
adverse. Annex A advised the Secretary-General of its evidence of
the Secretary General’s potential conflict of interest.155

Mr. Parton believed that the IIC’s provision of non-adverse infor-
mation to the Secretary-General compromised the IIC’s investiga-
tion. One witness, Michael Wilson, told IIC investigators that he
had discussions with the Secretary-General indicating that he
knew of the conflict of interest and therefore should have taken ac-
tions to disclose it. Subsequent to his interview with the IIC, Mr.
Wilson recanted his testimony. Mr. Parton believed that the provi-
sion of non-adverse evidence to the Secretary-General affected the
testimonies of Michael Wilson and Pierre Mouselli who attested to
havir:lg another meeting with the Secretary-General. Mr. Parton
stated:

[T]he Secretary-General received information from the com-
mittee that other witnesses did not receive, and the reason other
witnesses did not receive it is because it’s in my professional
Jjudgment and I think in the judgment of others, not a good idea
to provide your investigative work directly to the person whom
you're investigating. In this case, that material in some measure
was provided to Greg Craig and to the Secretary-General, and
I presume Mr. Craig did an effective job of advocating on behalf
of his client by attempting to locate witnesses, talk to them, ask
them what it was they said, and to test whether or not they
really said what it was represented that they said.156

The IIC argued that it did not favor the Secretary-General by
providing him with evidence that it did not provide to other sub-
jects. The IIC stated that, as a matter of course, it provided sub-
jects of its investigation with evidence that was potentially adverse
even if it was not prepared to make an adverse finding. According
to the IIC, the adverse finding letters were a part of the process
of the IIC’s investigation where subjects of the investigation were
permitted to respond to adverse or potentially adverse findings.

152 United Nations Office of Internal Oversight Services, Uniform Guidelines for Investiga-
tions, (April, 2003).

153 The Independent Inquiry Committee, Investigation Guidelines, (C)(2)(g).

154 Parton Interview, supra note 1, at 42.

155 Paul Volcker, Adverse Findings Letter to Secretary-General Kofi Annan and Greg Craig
(Mar. 21, 2005).

156 Parton Interview, supra note 1, at 71.
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The IIC unequivocally stated that Mr. Parton was mistaken in his
claim that the IIC provided non-adverse findings solely to the Sec-
retary-General. For instance, the IIC stated that such findings
were also provided to Benon Sevan.

In preparing this report, the Committee relied on the Parton
Documents, the transcript of Mr. Parton’s interview, and the writ-
ten responses from the IIC and Mr. Parton. Mr. Parton acknowl-
edged that the IIC did not withhold evidence of the Secretary-Gen-
eral’s knowledge of a conflict of interest—all evidence of a conflict
of interest was included in the IIC’s reports. The IIC’s reports are
public and the Committee encourages interested parties to care-
fully consider the evidence they document. The Committee makes
n}(l) ﬁn(c}lings regarding the disagreement between Mr. Parton and
the IIC.

Regardless of criticisms of the IIC, it was the inherent inability
of the existing UN organization that necessitated the creation of a
temporary investigatory body. But a subsequent review of corrup-
tion within a UN program is not an adequate substitute for effec-
tive contemporaneous oversight. The UN must be reformed to pre-
vent the recurrence of the corruption documented within the OFFP.

CONCLUSION

In parallel with its investigatory work on the United Nations, the
Committee has pursued a legislative agenda in support of UN re-
form. In this report, both efforts of the Committee converge, be-
cause after all, such corruption, malfeasance and mismanagement
are only possible due to the poor state of management practices at
the United Nations. The legislative effort of the Committee is the
“Henry J. Hyde United Nations Reform Act of 2005” (Hyde bill), a
bill which twice has passed the House of Representatives.

If problems associated with the OFFP were simply an aberration,
then calls for systemic reform might be of passing interest. Sadly,
management problems associated with the OFFP are not an aber-
ration.

In the past decade, the UN has endured a series of scandals that
have eroded the credibility of the world body. In March, 2005 re-
ports surfaced about a $3 million scam involving a little known UN
affiliated agency, the World Meteorological Organization (WMO),
which facilitates exchange of weather data and information world-
wide.157 A long-time WMO employee was accused of skimming ac-
counts at the organization during a 3-4 year period. Charges of
gross negligence were also leveled against numerous other employ-
ees. A senior legal advisor for the weather agency commented that,
while bad, “the internal (accounting) procedures were not the worst
seen in the UN family of organizations.” 158

The UN is mandated by the UN Security Council to conduct
peacekeeping missions in areas plagued by extended conflict and/
or government misrule. The UN has also weathered blistering criti-
cism from human rights groups about its management of UN
Peacekeeping operations, which presently number more than 50
separate missions worldwide.

157 Judith Miller, “Theft and Mismanagement Charged at UN Weather Agency,” New York

Times, February 9, 2005.
158 Thid.
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This year in the Democratic Republic of Congo, UN peacekeepers
and civilian personnel were accused of widespread sexual exploi-
tation of refugees. Also this year in Eritrea, UN peacekeeping staff
rang up more than $500,000 of unpaid international telephone
calls. In 2004, two UN peacekeepers in Burundi were suspended
following allegations of sexual misconduct. In Sierra Leone, UN
peacekeepers were accused in 2001 by Human Rights Watch of sys-
tematic rape of women. In Bosnia, the UN police mission was ac-
cused of misconduct, corruption and sex trafficking in 2001. The
UN quashed an investigation into involvement of UN police in the
enslavement of Eastern European women in Bosnian brothels. In
Angola, corruption and cronyism among UN purchasing officers
from 1995 to ’97 caused millions of dollars to be wasted and
misspent. In Somalia, $3.9 million vanished from UN HQ in
Mogadishu in 1994.159

A review by a Swiss management consulting firm earlier this
year found “a string of management abuses—including misuse of
funds—in the UN Electoral Assistance Division which is respon-
sible for managing election in nations recovering from conflict as it
did earlier this year in Iraq.169 In 2001 and 2002, a report pre-
pared by Save the Children documented sexual exploitation of refu-
gees in Liberia, Sierra Leone and Guinea by personnel from over
40 aid agencies, including United Nations High Commissioner for
Refugees (UNHCR). In 2001, UN workers in Kenya were accused
of extorting fees for the agency’s essential services, which are sup-
posed to be free. “The fees are rumored to range from a few dollars
for an appointment or to fill out a form, to up to $5,000 for a new
life in the US, Canada or Australia.” 161 Three UNHCR staff were
also accused of conspiring to issue death threats against the U.S.
Ambassador to Kenya.162

The United Nations Children’s Fund (UNICEF) provides assist-
ance to impoverished children. In 1995, two dozen staffers at
UNICEF’s Kenya office defrauded or squandered up to $10 million
in agency funds.163 Scandal consumed more than 25 percent of $37
million program budget, and involved 10 percent of the 237-person
staff. In 1996, a senior UNCTA official (UN Conference on Trade
& Development) was accused in an embezzlement scheme involving
the theft of between $200,000 and $600,000. In 1997, 16 employees
of the United Nations Development Programme (UNDP), which
manages a diverse array of poverty eradication and employment
projects, were investigated after more than $6 million was si-
phoned off over an 8-year period. A 1999 audit of the United Na-
tions Educational, Scientific and Cultural Organization (UNESCO),
envisioned to promote international cooperation in the fields of edu-
cation, science, culture and communication, unearthed widespread
cronyism and nepotism. Allegations emerged that two French cabi-
net ministers intervened directly with the Paris-based UNESCO
Secretariat to ensure senior positions for former presidential aides.

159UN Administrative Tribunal, Digest of Cases and Jurisprudence, http:/webfarmext.un.org/
hrmtribunal/unat—review—landmark—number.asp?AJT—number=742.

160 Mannet S.a.r.l, “Report of a Management Review: Electoral Assistance Division (EAD), De-
partment of Political Affairs,” February 16, 2005.

161 News Summary, New York Times, February 19, 2001, p. 2.

162Global Policy Forum, “Managers Blamed Over UN Agency Crime Rising,”
http://www.globalpolicy.org/nations/corrupt/2002/0125unhcr.htm.

163 Christopher Wren, UNICEF Says Fraud Cost $10 Million,” New York Times, May 26, 1995,
p- 3.
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The audit revealed that 40 percent of UNESCO appointments and
promotions failed to meet UNESCO’s own criteria for fair hiring.164

The UN’s ability to manage its diverse portfolio of tasks will con-
tinue to degrade as long as the UN delays implementation of fun-
damental reforms. No observer of reform efforts, including the
Hyde bill or the legislative alternative championed by Rep. Tom
Lantos (D—CA), can pretend that the current structure and oper-
ations of the UN meet an acceptable standard. Even the UN itself
has acknowledged the need for extensive remedial measures and,
to its credit, has put forward a number of useful proposals for con-
sideration. But no serious person could expect the UN to undertake
fundamental reform on its own initiative.

In the United States, there is a widely-shared and bipartisan rec-
ognition of the need for change. Republican and Democratic admin-
istrations alike have long called for a more focused, transparent
and responsible budget, one that reflects what should be the true
priorities of the organization, shorn of duplicative, ineffective, and
outdated programs, programs that should have been allowed to ex-
pire years ago. Aside from differences over an enforcement mecha-
nism tying payment of U.S. dues to UN reform successes, the Hyde
bill and the Lantos alternative are substantially similar. Members
on both sides of the aisle in Congress agree that the time has in-
deed come for far-reaching and lasting reforms in the institution.

As a result of the Committee’s investigation, and aware of evi-
dence and findings presented by other separate investigations un-
dertaken in the wake of corruption allegations, the Committee
seeks to be constructive by setting forth a number of reforms nec-
essary to restore credibility to UN management practices. Included
among the committee’s underlying principles in support of manage-
ment reform are:

o Establishment of complete investigatory and budgetary inde-
pendence for the Office of Independent Oversight Services in
order to avoid political interference in its operations and du-
ties;

e Creation of an Independent Oversight Board through which
direct oversight over all issues related to the audit and in-
vestigatory functions of the UN can be observed, regulated,
and carried out;

e Prompt establishment of an Ethics Office through which a
proper Code of Conduct can be established for the operations
of the UN, including a proper policy on financial disclosure
for salaries, gift acceptance, travel allowances, and outside
employment; the immediate establishment of a whistle-
blower policy that both protects and encourages employees of
the UN to come forward when they see actions committed
within the UN system that violate the rules of procedure.

Without a successful effort by the UN to create a culture of ac-
countability and transparency, the ability of the organization to
perform its core functions will be undermined. Among the obvious
management and organizational weaknesses are a lack of appro-
priate and meaningful internal or external independent oversight

164“Not the Time for the United States to Rejoin UNESCO,” The Heritage Foundation,
http://www.heritage.org/Research/InternationalOrganizations/BG/405.cfm.
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(including both audit and investigations); the near absence of ade-
quate internal controls within the Secretariat allowing the pro-
liferation of scandal; the almost total lack of accountability within
the organization; and a lack of appropriate and modern account-
ability mechanisms. Also missing 1s: a functioning whistleblower
protection policy; a code of ethics; an ethics training and certifi-
cation regime; a financial disclosure process and policy; and a free-
dom of information policy.

In those cases in which wrongdoing has been identified, including
unrelated corruption cases unearthed in the course of the Commit-
tee’s work, too often the Secretariat has taken no action because
of a lack of a functioning audit compliance mechanism. In par-
ticular, the Secretariat, headed by Secretary-General Annan, bears
the added burden for ignoring evidence that senior managers re-
peatedly mislead investigators and fabricated evidence in order to
punish low-level employees who had come forward with complaints
or cooperated with internal UN inquiries.

The UN’s capacity to punish wrongdoing within its ranks also
suffers from a lack of a functioning independent administrative jus-
tice system, allowing crimes or malfeasance to go unpunished.
When cases are brought up, they frequently are riddled with proce-
dural errors such that many are overturned on appeal by the UN’s
own supreme tribunal. Each of the deficiencies detailed in this re-
port has individually and collectively contributed to the culture of
impropriety and the lack of accountability that under girded the
oil-for-food era.

Both the Hyde bill and the Lantos alternative require a number
of important reforms including:

e Creation of an Independent Oversight Board (IOB) with
broad investigative authority through OIOS with an inde-
pendent budget. The IOB will be responsible for overseeing
the audit plans and recommending annual budgets of the Of-
fice of Internal Oversight Services (OIOS) and the Board of
External Auditors.

o Establishment of whistleblower protection for all employees
of the UN.

e Granting OIOS the authority to initiate investigations into
mismanagement and wrongdoing, an authority which it does
not currently have. In special circumstances, the IOB should
be authorized to appoint a special investigator and staff to
investigate matters involving senior UN officials.

e Creation of an Ethics Office which is tasked with, among
other things, oversight of financial disclosure forms with the
goal of thwarting abuses and conflicts of interest. The Office
of Ethics (UNEO) should be responsible for creating and
managing a Code of Ethics for all UN employees, including
making policy, providing education and annual training, and
overseeing and enforcing the implementation of the Code.
The UNEO should receive all of its operating funds through
appropriations from the General Assembly and should not be
dependent on any other entity within the UN for such fund-
ing. The Director of the UNEO should be required to report
on proposals for implementing a system for the filing and re-
view of annual financial disclosure forms for all UN employ-
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ees at the P-5 level and above, as well as all consultants
compensated at any salary level. The Director should also in-
clude in his report proposals for making public: all salaries
and other compensation for, and payments to, UN employ-
ees—including, but not limited to, pensions and buyouts, and
annual payments to consultants; travel and per diem rates
and payments for all UN employees.

e Creation of the position of Chief Operating Officer, a vital
position for the proper and smoother operation of the UN. In
its present form, the UN suffers from a lack of proper admin-
istration. The position of Chief Operating Officer (COO), who
will report to the Secretary General, will be responsible for
the daily administration, operation and supervision, and the
direction and control of the business of the UN. As another
check and balance in the UN system, the COO will serve as
an administrator who can ensure the functioning of the UN,
separate from the political functions of the institution. It was
in this strata that the UN became bogged down in the daily
competitive grind of international politics and individual na-
tional drive, which in the case of the OFFP proved so impor-
tant in the dysfunctional nature of the operations of the Se-
curity Council. Under this plan, the COO would allow the
Secretary-General a greater ability to pay attention to the
details of such constituent parts of the UN, inevitably im-
proving the governance and accountability of the UN.

The historical impact of the UN Oil for Food scandal will not be
entirely understood until conclusions have been drawn by the nu-
merous investigations now underway in countries whose citizens or
officials are implicated in the scandal including India, France, the
U.S. and others. To the extent that the U.S. citizens were impli-
cated in the scandal, the U.S. Attorney for the Southern District
of New York, the Office of the Manhattan District Attorney, and
perhaps other offices as well, have already brought criminal cases
against Americans who allegedly paid bribes in violation of the For-
eign Corrupt Practices Act. Some national governments are moving
forward only now with investigations. Because of this, serious con-
sideration should be given to opening the files of the IIC to greater
public scrutiny. Rather than simply transferring its files back to
the UN, it is vital that the IIC place all of its work papers, docu-
ments and records in public custody. This work was paid for by the
Iraqi people, with their oil revenues, not the UN. The Committee
believes strongly that these records should be given to a public in-
stitution, perhaps a University or other similar entity, in order to
allow for further research and review by academics, journalists,
and human rights researchers as well as investigators from mem-
ber governments. To the extent possible, the archives of the IIC
should also be accessible via the internet. Appropriate steps should,
of course, be taken to protect sensitive security information. Chair-
man Hyde has introduced legislation to encourage the establish-
ment of this archive.

Some consideration should also be given to the creation of an
outside commission to examine the full breadth and scope of
records and actions of BNP in relation to its work for the UN
OFFP. Additional work should also be undertaken to explain the
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role of former UN Secretary-General Boutros Boutros-Ghali and his
family, and his role in formulating the OFFP. Further work needs
to be undertaken to explain the role of Cotecna executives Robert
and Elie Massey, as well as Michael Wilson for their respective
roles in obtaining the award of the UN contract for the humani-
tarian inspection of goods as part of the OFFP.

Like Congress, the Department of State should monitor whether
the UN pursues disciplinary proceedings against other individuals
cited in the IIC reports as having violated UN procurement proce-
dures or staff regulations but who remain on the UN payroll, in-
cluding Diana Mills-Ayree, Igbal Riza, and to examine the role of
Giandomenico Picco, formerly an Under-Secretary General of the
I}JlN.OLikeWise, Maurice Strong should be examined for his role in
the OFFP.






ADDITIONAL AND DISSENTING VIEWS
INTRODUCTION

Although we agree with certain of its conclusions, the report by
the majority on the Subcommittee is a flawed and incomplete prod-
uct and we cannot sign on to it. We respectfully offer additional
and dissenting views.

First, it is important to note that the report’s basic conclusion—
that the UN must undergo significant and meaningful reform—is
one that we agree with completely. And we do not dispute that
there were a number of serious problems with the Oil-for-Food Pro-
gram (OFFP), which in turn revealed structural problems in the
UN itself. As supporters of the Lantos alternative to the Hyde Act,
we recognize the critical need for change at the UN if it is to meet
the challenges it faces in the 21st century. We believe that any
criminal activities in the OFFP should be investigated and pun-
ished by the appropriate authorities with the full cooperation of the
UN and its member states. We applaud the willingness of the Sec-
retary-General to remove the diplomatic immunity of officials for
that purpose.

However, the report’s basic flaw is that it provides a distorted
picture of the UN and how it operates. It makes almost no mention
of the power, role, or responsibility of UN member states, particu-
larly the United States and members of the Security Council, in
creating and overseeing the OFFP, enforcing the sanctions on Iraq,
or managing the UN. As a result, the report does little to add to
the constructive criticism that can help promote productive UN re-
form, improve future UN programs, and avoid repeating the fail-
ures of the OFFP.

Moreover, by failing to examine the role of the US in the OFFP
and the UN, the majority has produced a report that represents an
abdication of this Subcommittee’s most basic obligation as an arm
of the US Congress: to oversee the activities of the executive
branch of the US government, particularly the State Department
and its mission to the UN.

There have been a number of investigations into the OFFP, the
most well-known and authoritative of which are the products of the
Independent Inquiry Committee (IIC) and the Comprehensive Re-
port of the Special Advisor to the Director of Central Intelligence
on Iraq’s Weapons of Mass Destruction (the “Duelfer Report”). This
Subcommittee had a unique opportunity to complement those re-
ports’ findings by examining a topic they did not adequately cover:
the decisions and actions of the US in its role as a permanent
member of the Security Council, with the responsibility of over-
seeing the activities of the OFFP as well as the larger sanctions re-
gime on Iragq.

(37)
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Such an inquiry would have provided key insights into the US
rationale and decision-making process for its choices regarding the
OFFP and the Iraq sanctions regime; would have determined what
responsibility the US bears for the problems of the OFFP and vio-
lations of the sanctions; would have painted a clearer picture of the
operations of the Security Council as well as the larger UN system;
and would have provided a clear example of the activities of a
member state in the UN vis-a-vis the Secretariat. In turn, this
would have enabled the Congress to make any legislative and fi-
nancial modifications to the agencies under our jurisdiction nec-
essary to enhance the US capacity to engage in effective diplomacy,
advocacy, and oversight at the UN. It would have demonstrated
through action, not simply words, the American commitment to
transparency and accountability. It would have informed and as-
sisted efforts to promote positive changes at the UN. And it would
have explained to the American people and the world why the US
made the choices it did.

Unfortunately, the majority on this Subcommittee chose not to
fulfill our constitutional responsibility to oversee and investigate
the activities of the executive branch. The result is a flawed and
incomplete report, and we cannot agree to it.

EXAMPLES OF FLAWS IN THE MAJORITY REPORT

There are numerous problems in (and questions raised by) the
majority’s report, but given the compressed schedule we faced after
receiving the majority’s draft, we have chosen to detail some of the
most obvious shortcomings and to provide our own commentary.

Misrepresentation of the Reality of the United Nations

In discussing the UN it is critical to recognize that it is, first and
foremost, a diplomatic institution, not a governing one. This is a
key distinction for understanding many of the problems confronting
the UN today. Unfortunately, the majority’s report does not de-
scribe this reality. Thus, it gives a distorted picture of how the UN
operates and where the real power and authority in the organiza-
tion exists.

The UN was created after the Second World War as an organiza-
tion for the peaceful resolution of disputes between its member
states. To that end, the member states work through the General
Assembly, the Security Council, and various other bodies in the in-
stitution. The Secretariat, which is the part of the UN headed by
the Secretary-General, is tasked with supporting the activities of
the member states and running the organization’s day-to-day af-
fairs. In addition, many independent international organizations,
such as the Universal Postal Union and World Meteorological Or-
ganization, operate within the UN “system,” although they remain
largely autonomous, with their own funding sources and member
state “boards of directors.”

Over the years, the UN system has evolved into much more than
a venue for conflict resolution. Some of its many activities now in-
clude providing relief services, fighting disease, conducting peace-
keeping operations, promoting culture, and fostering economic
growth. In particular, as the phenomenon of “failed states” has in-
creased, the UN’s role has expanded dramatically. Often, the UN
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is expected to accept the kinds of responsibilities that are usually
demanded of governments. As a result, the profile of the organiza-
tion, particularly its most visible representative—the Secretary-
General—has risen dramatically, as have the tasks of the Secre-
tariat.

Yet the fact of the matter is that power in the UN remains pri-
marily in the hands of the member states, not the Secretariat. Pat-
rick Kennedy, then-US Ambassador to the UN for Management
and Reform, explained this to our Subcommittee on March 2, 2005:

Ambassador KENNEDY. I think in summary, sir, you could
say that when you say the word U.N., you are talking about
essentially two things. You are talking about the Secretariat,
meaning the staff who are hired to run the United Nations op-
erations.

Mr. DELAHUNT. The hired help, if you will, with all due re-
spect.

Ambassador KENNEDY. The hired help, with all due respect.
So you have the Secretariat, and you have the staff, and the
owners of the U.N., in effect, are the member states. And it is
the member states that set in writing the policies of the United
Nations, and pass resolutions, whether it is in the General As-
sembly, the Economic and Social Council, or the Security
Council, that set down the rules and procedures under which
operations take place of the United Nations, yes, sir.l

Failing to recognize the reality that power in the UN rests prin-
cipally with the member states, not the Secretariat, is the fatal
flaw in the majority’s report. The Secretariat certainly shares re-
sponsibility for the problems with the OFFP, as described by the
IIC, and particularly demonstrated by the malfeasance of Benon
Sevan. However, the report fails to fully acknowledge that the
member states of the Security Council—including the US—created,
approved, and oversaw the OFFP. Furthermore, the imposition of
quasi-governmental responsibilities on the UN without a similar
reconfiguration of the lines of authority may have doomed the
OFFP to problems from the start. Thus, the US and other members
of the Security Council bear significant responsibility for the Pro-
gram’s failings.

This Subcommittee, as an authorized oversight body of a member
state that has a permanent seat on the Security Council, had the
opportunity to provide another dimension to the discussion of the
OFFP and UN reform by investigating the actions of that member
state in the context of the OFFP. Unfortunately we have not done
so.

Confusion of Iraq Sanctions With the OFFP

The report also makes the fundamental mistake of confusing the
OFFP and the UN sanctions on Iraq. The OFFP was not respon-
sible for enforcing the sanctions, nor were its contractors. That re-
sponsibility belonged to the Security Council and other member

1 United Nations Operations: Integrity and Accountability: Hearing Before the Subcomm. on
Oversight and Investigations of the House Comm. on Int’l Relations, 109th Cong. 16 (2005) (ex-
change between Amb. Kennedy and Rep. Delahunt).
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states of the UN, particularly Iraq’s neighbors. The OFFP was
meant to provide relief to the people of Iraq from the unforeseen
consequences of sanctions and avert a humanitarian catastrophe,
so that Saddam could not exploit their suffering in his bid to have
the embargo dropped without meeting its conditions. In this effort,
the OFFP was largely successful, and allowed the sanctions to be
maintained on Iraq until 2003. And, as we know now, the sanctions
were successful in preventing Saddam Hussein’s regime from re-
constituting his weapons of mass destruction.

Nevertheless, much of the public discussion of the OFFP tends
to conflate all of Saddam’s illicit income during the 1991-2003
sanctions under the term “Oil-for-Food Program,” thus implying
that the Program was somehow responsible for enforcing the em-
bargo on Iraq. The report makes a similarly confusing statement:

Of the estimated $65 billion in oil sales during the life of the
program (1996-2003) at least as much as $10 billion was si-
phoned off by Saddam Hussein in the form of illicit revenue
from oil smuggling and contract kickbacks, all on the backs of
the Iraqi people for whom this program was intended to ben-
efit.2

The statement highlighted in bold is incorrect and misleading.
According to the report by Charles Duelfer, the Central Intelligence
Agency official charged by President Bush with investigating
Saddam’s weapons of mass destruction, Saddam skimmed approxi-
mately $1.8 billion from the OFFP.3 The IIC had similar findings.4
As the chart below indicates, this means that only sixteen percent
of all of Saddam’s illegal revenue during sanctions came from cor-
ruption of the OFFP.5

Duelfer’s report details how eleven percent of Iraq’s illicit income,
or $1.2 billion, came from smuggling (“Border and Private Sector
Cash Sales”), while the vast majority—seventy-three percent, or $8
billion—came from trade protocols.® The protocols were signed,
written agreements between the Iraqi regime and the governments
of Jordan, Syria, Turkey, and Egypt. According to the Duelfer Re-
port, through its trade protocol, “Jordan was the key to Iraq’s fi-
nancial survival from the imposition of UN sanctions in August
1990 until the implementation of the UN’s [OFFP].”7 Neither the
smuggling nor the trade protocols had anything to do with the
OFFP. Both were blatant violations of the UN sanctions on Iraq.

It was the responsibility of the member states of the UN—par-
ticularly those on the Security Council and those neighboring
Irag—to block the smuggling and the trade protocols. As a perma-
nent, veto-wielding member of the Security Council—and a close

2SUBCOMM. ON OVERSIGHT AND INVESTIGATIONS, HOUSE COMM. ON INT'L RELA-
TIONS, THE OIL-FOR-FOOD PROGRAM: THE SYSTEMIC FAILURE OF THE UNITED NA-
TIONS 1, para. 4 (Dec. 2005) (draft) (emphasis added) [hereinafter O&I REPORT].

31 CENTRAL INTELLIGENCE AGENCY, COMPREHENSIVE REPORT OF THE SPECIAL
ADVISOR TO THE DCI ON IRAQS WMD, Regime Finance and Procurement 19 (Sept. 30,
2004).

41 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, THE
MANAGEMENT OF THE UNITED NATIONS OIL-FOR-FOOD PROGRAM 103 (Sept. 7, 2005).

51 CENTRAL INTELLIGENCE AGENCY, supra note 3, at 23, Figure 9.

61d. at 23, Figure 8. The IIC found that Iraq’s illicit revenue from smuggling and the trade
protocols was $1 billion and just under $10 billion, respectively. 1 INDEPENDENT INQUIRY
COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, supra note 4, at 103.

71 CENTRAL INTELLIGENCE AGENCY, supra note 3, at 24.
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ally of Jordan, Turkey, and Egypt—the US was in a key position
to take action in this matter. However, it appears not to have done
so. In fact, it actually waived US sanctions on Jordan and Turkey
for violating the UN sanctions on Iraq.8

This highlights one of the structural challenges facing the UN;
the effectiveness of its operations, particularly sanctions, is often
dependent on the political will of its member states, not the capac-
ity or intentions of the Secretariat. This Subcommittee is in a
unique position, with its direct oversight responsibility for the US
mission to the UN, to determine why the US allowed the trade pro-
tocols and the smuggling to go forward and what steps were taken
to stop them. We have not done so.
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Lack of Context for the Creation, Organization, and QOuersight of the
OFFP

The report fails to put the genesis and supervision of the OFFP
in the proper context—that is, as a program of the UN, where
member states hold the power. Examples include:

The initial and ultimately fatal weakness of this arrangement
was the exclusive authority it granted to Saddam Hussein to
choose buyers for Iraq’s oil as well as the suppliers of humani-
tarian goods.?

Contracting, however, was to be done directly between the var-
tous Iraqi ministries and suppliers, giving Saddam Hussein

82 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, THE
%\gANAGEMENT OF THE UNITED NATIONS OIL-FOR-FOOD PROGRAM 190-97, 231-32

ept. 7, 2005).

9 0&I REPORT, supra note 2, at 1, para. 3.
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and his regime the opportunity to corrupt the program in the
absence of effective oversight from the U.N.10

In addition to the lack of personnel and expertise, the U.N.’s
basic initial strategy was flawed. As a former 661 Committee
diplomat explained, obtaining the cooperation of the Iraqi gov-
ernment was the problem but also the key to the program.11

We agree that allowing Saddam to choose the buyers for Iraq’s
oil and suppliers of humanitarian goods was the basic flaw in the
OFFP. However, the majority’s report fails to explain the context
in which this agreement was reached; does not inform the reader
that the US not only accepted this flawed arrangement, but actu-
ally had a hand in proposing it; and leaves out the critical fact that
the Security Council (of which the US is a permanent member) re-
tained the exclusive power to review—and accept or reject—every
single contract under the program.

The sanctions the UN Security Council placed on Iraq after its
invasion of Kuwait in 1990 were some of the most comprehensive
in history. Unfortunately, they gave Saddam the opportunity to ex-
ploit the suffering of the Iraqi people in his effort to end the sanc-
tions without meeting their conditions. As the report indicates, an
early version of the Oil-for-Food Program was proposed in 1991.12
The idea was that providing humanitarian relief to Iraq’s people
would remove Saddam’s ability to hold them hostage while allow-
ing the sanctions to be maintained. But, since the UN is a diplo-
matic organization that treats its member states as sovereign enti-
ties—even when they are under sanctions—Iraq’s acceptance was
necessary in order for the program to go into effect.13 Saddam re-
jected the proposal,’* and the suffering of the Iraqi people in-
creased horrifically.

By 1995, international pressure was growing—especially on the
US and the United Kingdom, the strongest advocates of the embar-
go—for the sanctions to be dropped, even though Iraq had not met
the conditions for their removal.15 In an effort to preserve the sanc-
tions, the US, along with other Security Council members, pro-
posed a resolution creating an oil-for-food program that “was in-
tended to be more palatable to the Iraqi leadership.”1¢ It was
adopted by the Security Council as Resolution 986, which Iraq ini-
tially rejected.1?

However, the August 8, 1995 defection of Saddam’s son-in-law,
Hussein Kamel, revealed that Saddam was still working on weap-
ons of mass destruction programs and hiding them from UN in-
spectors, causing the Security Council to put off any further consid-
eration of weakening or removing sanctions.'® Meanwhile, the hu-

10]d. at 10, para. 1.

11]d. at 10, para. 5.

122 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, supra
note 8, at 43—44.

13See 1 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM,
supra note 4, at 14; INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PRO-
GRAM, INTERIM REPORT 4 (Feb. 3, 2005) [hereinafter INTERIM REPORT].

142 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, supra
note 8, at 45.

15 See Id. at 50-52.

16 ]d. at 39-40.

171d. at 51-55.

18]d. at 58-61.
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manitarian situation in Iraq was becoming so bad that it was
threatening the viability of the state itself—and thus Saddam’s
hold on power.1® It was in this context that the US and Saddam
both found it advantageous to come to an agreement on creating
an oil-for-food program. Then-UN Secretary-General Boutros
Boutros-Ghali—under supervision by the Security Council, particu-
larly the US—negotiated the details of the implementation of the
program with the Iraqi government.2° In May 1996 Iraq accepted
Resolution 986, and the Oil-for-Food Program was born.21

The majority’s report is correct that the agreement allowed Iraq
to negotiate oil and humanitarian contracts directly with proposed
suppliers and buyers. However, the majority’s report fails to men-
tion that explicitly enshrined in Resolution 986 was the exclusive
right of the Security Council to review and accept or reject any of
those contracts. As the IIC noted, “the 661 Committee [the panel
mirroring the Security Council, which oversaw the OFFP and the
sanctions on Iraq] retained the right to approve or reject all con-
tracts submitted by prospective buyers of Iraqi oil or suppliers of
humanitarian goods.” 22 This was a right that the US, as a perma-
nent member of the Security Council and thus of the 661 Com-
mittee, utilized throughout the life of the OFFP to block humani-
tarian contracts with the potential for “dual use” (military and ci-
vilian application).23 As the US Government Accountability Office’s
chart below indicates, every export contract went through an exten-
sive review by multiple US agencies.24 Significantly, as we will dis-
cuss later, despite efforts by the UN Secretariat to raise concerns
about corrupt contracts, it appears that only two contracts (out of
approximately 30,000) were ever rejected because of pricing-related
concerns.2> And yet, there was concern that Saddam might try to
manipulate the program for his own ends, as evidenced by the
quote in the majority’s report from a 661 Committee diplomat: it
was “‘. . . assumed from the beginning that Iraq would corrupt
[the OFFP] from the start.’” 26

Leaving out the fact that the US essentially had a veto on every
contract under the OFFP is an inexcusable lapse in the report that
fundamentally undermines its value. It gives an incomplete and
misleading impression of how the OFFP operated and where re-
sponsibility for its failings lie. The Subcommittee could have deter-
mined why the US proposed the OFFP in the first place and illumi-
nated the challenges involved in creating the program. It could
have investigated why the US did not reject contracts even when
aware that they were being corrupted. But it did not.

1971d.

20 See Id. at 66.

21]d. at 70-71.

22]d. at 54.

23]d. at 154-55.

24 GENERAL ACCOUNTING OFFICE, GAO-02-625, WEAPONS OF MASS DESTRUCTION:
U.N. CONFRONTS SIGNIFICANT CHALLENGES IN IMPLEMENTING SANCTIONS
AGAINST IRAQ 18, Figure 5 (May 2002).

252 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, supra
note 8, at 119.

26 0&I REPORT, supra note 2, at 10.
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Distortions Regarding the Selection of Banque National de Paris

We recognize that there were several inexcusable failings in
BNP’s management of the escrow account for the OFFP; not only
has that been confirmed by other reports, but BNP officials have
testified to that fact before this Subcommittee.2?

However, the majority’s report presents an imprecise picture of
the process by which BNP was selected:

Saddam Hussein was allowed to choose the bank, BNP, which
was awarded the escrow account into which the proceeds of the
sale of Iraqi oil were deposited. Iraqi Central Bankers told the
Committee that one reason the bank was chosen was that BNP
was a major holder of Iraqi government accounts overseas. BNP
maintains that it won the contract in a fair bid, a point that
the IIC disputes. According to the IIC, former Secretary-General
Boutros Boutros Ghali [sic] unfairly awarded the contract to
BNP.28

Significantly, this section fails to note that the US, as a member
state directly involved in the establishment of the OFFP, played an
active role in the process which resulted in the selection of BNP.
Thus, the picture is painted of BNP as “Saddam’s bank” which ob-
tained the contract through underhanded means without any over-
sight or control from the US, potentially giving the further impres-
sion that BNP actively participated in and enabled Saddam’s cor-
ruption of the OFFP.

27See The Role of BNP-Paribas SA (Banque National de Paris) in the United Nations Oil-for-
Food Program: Hearing Before the Subcomm. on Oversight and Investigations of the House
Comm. on Int’l Relations, 109th Cong. (2005) [hereinafter BNP Hearing]l.

28 0&I REPORT, supra note 2, at 9, para. 5 (citations omitted).
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The IIC’s reports describe a more complex bidding and negotia-
tion process surrounding the selection of BNP than the impression
given by the simple statement, “Saddam Hussein was allowed to
choose the bank.” In fact, the IIC states that, in negotiating the
Iraq-UN Memorandum of Understanding (MoU) that governed the
establishment of the OFFP, “the parties agreed that the Secretary-
General would choose the bank but only after consulting with
Iraq.”29 According to the IIC, the US played a key role in crafting
the MoU: “The United States and United Kingdom used their ac-
cess to the draft agreement to tighten some of the provisions. For
example, the two member states added language govermng the se-
lection of the bank holding the escrow account. . .

Although the IIC confirms that BNP was one of several banks
suggested by the Iraqi government, the UN considered several
other banks that were not proposed by the Iraqis.3! In the end, the
final list came down to a US bank, two Swiss banks, and BNP. One
of the Swiss banks, Credit Suisse, was the highest-ranked accord-
ing to the criteria established by the UN Treasury.32 However, ac-
cording to the IIC, just four days before the contract was awarded,
the US objected to a Swiss bank:

The United States stated three problems it had with the selec-
tion of a Swiss bank: 1) lack of transparency in Swiss banking
laws; 2) Switzerland was then a non-member of the United Na-
tions, which would make it difficult to enforce a Security Coun-
cil resolution; and 3) Saddam Hussein and his family main-
tained accounts in Switzerland, and a situation in which their
personal assets and the escrow account could overlap should be
avoided.33

Because the Iraqis apparently also objected to an American bank,
BNP became the “compromise” choice. Secretary-General Boutros
Boutros-Ghali discussed the matter with the Iraqi government,
who indicated a preference for BNP.3¢ BNP was then awarded the
contract.35 Boutros-Ghali later defended the decision to the IIC,
saying:

The choice of the bank, BNP, for the programme for the escrow
account was done in agreement with the American delegation
and the Iraqi delegation. It was a political decision to be able
to implement the Memorandum of Understanding which was
approved by the Security Council.36

The “political nature” of the decision and the involvement of the
US, Iraqi and other delegations again demonstrates how the real
power at the UN lies with the member states. This Subcommittee
could have investigated why and how the US made the decisions
it did regarding the process and selection of the bank. Unfortu-
nately it did not.

29 INTERIM REPORT, supra note 13, at 73.

302 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, supra
note 8, at 67.

31 INTERIM REPORT, supra note 13, at 74-77.

32]d. at 74-717.

33]d. at 11 (emphasis added).

34]d.

35]1d. at 77.

36 Id. at 83 (emphasis added).
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Misleading Statements Regarding the Operation of the OFFP

The report also makes misleading statements regarding the oper-
ation of the OFFP. One such statement takes one incident and por-
trays it as a pervasive element of the Program:

One episode of “illegal activities” that took place was the over-
filling of the tanker, the “Essex,” in October 2001. At issue was
the practice of “topping off,” or filling the vessel with more oil
than contracted for. . . . Because of the poor oversight and
management by the U.N., there is no way to confirm whether
or not such practices were routine.3?

The report fails to acknowledge that this issue was addressed. At
the March 17, 2005, Subcommittee hearing, Saybolt Group—the
company contracted by the UN to inspect tanker loadings of Iraqi
oil at the two UN-approved ports—responded to questions about
the Essex and “topping off.” John Denson, the company’s General
Counsel testified:

[Ulpon learning of the [two Essex] incidents, Saybolt imme-
diately investigated what happened and why it happened. Our
investigation found no evidence to suggest that the company
knew of the topping-off incidents.

The evidence indicated that the Essex loaded additional oil, ap-
proximately 230,000 barrels of oil each of the two times, after
the Saybolt inspectors had already -certified the loading
amount correctly and had left the vessel to return to their liv-
ing quarters.

To prevent any recurrence, however, Saybolt immediately insti-
tuted several additional safeguards. Under the new procedures,
our inspectors stayed on board ships until their departure. If
departure was delayed, we placed numbered sealed caps on the
vessel loading valves, which we again inspected prior to depar-
ture to make sure they had not been removed. These additional
measures were effective, and we are aware of no further inci-
dents of topping off.38

The report also misrepresents who bore the responsibility for en-
forcing the sanctions imposed on Iraq.

Large shipments of humanitarian goods were being moved
across Iraq’s borders under the OFFP—borders that companies
operating under U.N. contracts were supposed to monitor for
evidence of smuggling illicit goods.3°

However, the ICC clearly refuted this statement.

By the Programme’s design, inspectors were charged only with
the inspection of oils and goods that were financed under the
Programme. They had no directions or mandate to inspect or

370&I REPORT, supra note 2, at 13—14.

38 The United Nations Oil-for-Food Program: The Cotecna and Saybolt Inspection Firms: Hear-
ing Before the Subcomm. on Oversight and Investigations of the House Comm. on Int’l Relations,
109th Cong. 9 (2005) (statement of John Denson, General Counsel, Saybolt Group) [hereinafter
Cotecna and Saybolt Hearing].

390&I REPORT, supra note 2, at 18, para. 5.
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report on cargo smuggled in violation of United Nations sanc-
tions outside the Programme.40

Furthermore, the report’s statement was also refuted by testimony
before the Subcommittee.41

Questionable use of Sources

It must be noted that many of the interviewees relied upon as
sources for this report are unidentified except by occupation, and
several are former Saddam Hussein regime officials. The report
fails to address the possibility that interviewees may lack credi-
bility or direct knowledge of what they claim. It takes their rep-
resentations as fact, neglecting the risk that statements relied
upon without corroborating evidence from other sources often
amount to little more than hearsay. It does not provide any jus-
tification for the grant of anonymity and does not clarify whether
sources received any compensation or benefit for speaking with the
Subcommittee. Given recent experience with anonymous sources of
explosive allegations—such as the infamous “Curveball” who pro-
vided what turned out to be false information about Iraq’s
WMD 42—this is extremely disturbing.

An example is the majority’s justification for its conclusion that
the Iraqi regime implemented a conspiracy to document phantom
deliveries of humanitarian goods as legitimate deliveries under the
program:

A purely paper transaction in which humanitarian goods were
never delivered. According to a CPA official, this type of trans-
action involved the active participation of the inspection team,
who was bribed, and the Iraqi Ministry, who was ordered to
sign for the receipt of non-existing goods. Proceeds of the sale
were shared among regime officials.*3

Several issues arise with this reference to the Hussein regime’s
OFFP corruption schemes. It makes serious allegations, one of sev-
eral attributed to a “former CPA official.”44 No minority Sub-
committee staff were present at the interview—even though it took
place nine months into the Subcommittee’s tenure—and no notes
from it were furnished to minority Subcommittee staff. While a
case could be made that Iraqi sources might face retaliation if
named, one can discern no reason why an American official could
not be identified so that the person’s claims and motivations could
be verified.

401 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, supra
note 4, at 31.

41 Cotecna and Saybolt Hearing, supra note 38, at 16-17 (statement of Evelyn Suarez, Coun-
sel, Cotecna S.A.) (“Most people misunderstand Cotecna’s role in Iraq. Their role did not involve
policing the Iraqi border, enforcing sanctions or performing traditional Customs inspection func-
tions. . . . Cotecna’s role was limited to authentication, a process unique to the U.N. Oil-for-
Food Program. . . . Cotecna was not authorized to monitor outbound oil, inbound oil, weapons,
contraband, smuggled goods, non-Oil-for-Food goods imported by the Government of Iraq and
goods imported by private parties.”).

42 See Bob Drogin and John Goetz, The Curveball Saga, L.A. TIMES, Nov. 20, 2005.

43 0&I REPORT, supra note 2, at 11.

44]d. at 31 n.30.
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ADDITIONAL TOPICS MERITING INVESTIGATION

In the course of the Subcommittee’s investigative efforts, issues
emerged that were, at best, only tangentially related to the OFFP.
The Subcommittee’s focus on Alexander Yakovlev, IHC, and Eurest
Support Services in the report is an example of such a peripheral
issue. Yet, the Committee and Subcommittee did not seriously look
into other issues that more appropriately bear on US government
activities and fall under the Committee and Subcommittee’s over-
sight responsibilities. What follow are examples of such important
issues that, if examined, could add to the lessons learned from the
problems revealed by the OFFP experience, and are certainly wor-
thy of full investigation and public hearings by this Subcommittee.

Trade Protocols

Charles Duelfer, the Special Advisor to the Director of Central
Intelligence on Iraq’s WMD, reported that the vast majority of the
illicit revenue the Saddam Hussein regime received during the pe-
riod of UN sanctions came from trade and smuggling outside the
OFFP. Nearly three-quarters of the regime’s illegal revenue during
the 1991-2003 sanctions—over $8 billion—came from trade proto-
cols negotiated with Jordan, Turkey, Syria, and Egypt.45> The IIC
estimated these protocols netted the Hussein regime nearly $10 bil-
lion.#6 The protocols were formal, written agreements between
these countries’ governments and Saddam’s regime whereby Iraq
sold oil to its neighbors in exchange for cash, credit, and goods.4”
The Duelfer report indicated that Saddam used the funds derived
from these protocols to slow the deterioration of his military and
to obtain dual-use items which could be used for WMD programs.48

The US and the Security Council were aware of the ongoing
trade in violation of UN sanctions from the beginning.4® Jordan of-
ficially notified the UN Security Council in 1991 that it intended
to resume trade with Iraq.59 The Security Council merely “took
note” of Jordan’s notification.5? The US even issued waivers re-
quired by US law so that Jordan and Turkey would be eligible for
US foreign assistance because of their violation of UN sanctions on
Iraq.52

Representative Delahunt raised the issue of trade protocols be-
ginning with the Subcommittee’s first hearing on February 9, 2005.
Representative Schiff also raised the issue at the March 17, 2005,
Subcommittee hearing. Chairman Rohrabacher responded:

In terms of the shipments of oil to Turkey and to Jordan which
evaded, basically, the whole embargo that had been placed on
Saddam Hussein, this Chairman does intend to call witnesses
about that. We will especially call witnesses for those Govern-
ment officials in the United States who initiated the policy.

451 CENTRAL INTELLIGENCE AGENCY, supra note 3, at 19-28.

461 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, supra
note 4, at 103.

471 CENTRAL INTELLIGENCE AGENCY, supra note 3, at 19-28.

48]d. at 24.

492 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, supra
note 8, at 190

50]d. at 194.

51]d.

52]d. at 197, 231-32.
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. . . The fact is that the United States obviously had a policy
of permitting Turkey and Jordan, for whatever reason, to re-
ceive oil that was contradictory to the sanctions that had been
laid down in the embargo.53

Representative Delahunt raised the issue again at the April 28,
2005, Subcommittee hearing. However, only one hearing has been
held where the subject was a trade protocol with Iraq. Yet, that
hearing was misleadingly entitled “Syria and the United Nations
Oil-for-Food Program” when it was really about the Syrian trade
protocol, a distinctly different subject. Representative Delahunt
again raised the question of the trade protocols at that hearing, on
July 27, 2005, and requested similar hearings for Jordan, Turkey,
and Egypt—the other three countries known to have participated
in illicit trade with Saddam. To date, no such hearings have been
held.

The “661 Committee”

The 661 Committee was created by UN Security Resolution 661
to oversee the sanctions regime imposed on Iraq following its inva-
sion of Kuwait in 1990.5¢ The 661 Committee’s membership mir-
rored that of the Security Council; thus, the US was a permanent
member of the 661 Committee.5> The 661 Committee was tasked
with oversight of the OFFP when the Program was established in
1995.56 It has become clear that the 661 Committee, and therefore
the US, failed in certain aspects of its oversight functions and
bears some responsibility for the OFFP’s problems.

For example, the 661 Committee failed to address the several il-
licit trade protocols Iraq had with its neighbors discussed above. In
May 1991, the 661 Committee “took note” of Jordan’s open and il-
licit trade with Iraq in violation of Resolution 661.57 The 661 Com-
mittee also did not act in the case of Turkey and Syria.58

Another example: the UN Secretariat’s Office of the Iraq Pro-
gram, responsible for forwarding OFFP contract applications to the
661 Committee for approval, notified the 661 Committee of seventy
contracts that were potentially overpriced.?® The US placed holds
on thirty-three of these contracts, but only one was related to pric-
ing concerns.f© The Saddam Hussein regime levied kickbacks on at
least forty-five of these contracts, totaling $9.2 million.6!

The 661 Committee also failed to address reports of the Khor al-
Amaya smuggling incident discussed below. The issue was brought
to the 661 Committee’s attention by a UN Oil Overseer and various
media reports, including The Wall Street Journal.2 Yet, the 661
Committee took no action.63

53 Cotecna and Saybolt Hearing, supra note 38, at 6 (statement of Chairman Rohrabacher).

z;ISdC. Res. 661, U.N. SCOR, 45th Sess., 2933rd mtg., U.N. Doc. S/Res/661 (1990).

56 S.C. Res. 986, U.N. SCOR, 50th Sess., 3519th mtg., U.N. Doc. S/Res/986 (1995).

572 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, supra
note 8, at 194.

58]d. at 227-36, 237-53.

59]d. at 170.

60]d. at 170 n.461.

61]d. at 170.

62]d. at 222.

63 [d.
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Representative Delahunt and other members of the Sub-
committee have raised the issue of the 661 Committee’s failures re-
peatedly at several Subcommittee hearings and at least one full
committee hearing. At the November 10, 2005, Subcommittee hear-
ing, Representative Delahunt specifically requested that Chairman
Rohrabacher hold hearings on this issue. Chairman Rohrabacher
did not address Representative Delahunt’s request and claimed
that, with respect to the OFFP, “[w]e covered it thoroughly.” 64

The Khor al-Amaya Incident

The US Senate Permanent Subcommittee on Investigations and
the IIC released reports documenting how US officials tacitly al-
lowed, and may have even assisted, seven vessels to smuggle oil
out of Iraq on the eve of the 2003 US-led invasion of Iraq.6> In the
month leading up to the invasion, the tankers loaded more than 7.7
million barrels of Iraqi oil from an unauthorized Persian Gulf ter-
minal at Khor al-Amaya, Iraq, in violation of UN sanctions.6¢ The
shipments, worth over $200 million if sold at market prices, netted
the Hussein regime over $53 million in illicit revenue.67

A UN Oil Overseer alerted the US and United Kingdom rep-
resentatives to the UN’s 661 Committee about the loadings.®8 Fur-
ther, a Saybolt inspector on the ground also warned the US-led
Maritime Interdiction Force (MIF), the naval force charged with
enforcing sanctions.6® But when the vessels left port, the MIF did
nothing to stop them.7? In fact, the IIC learned that the tankers
were assured that the MIF was aware of their mission and would
not interdict their passage.”’l The IIC also notes that, after the
Iraqi Oil Minister expressed concerns about the MIF’s possible in-
terference with the shipments, one of the individuals involved in
brokering the operation “assured the Oil Minister not to worry—
he claimed to have strong friendships in the United States at the
Department of Defense and the CIA, and stated that he had taken
some measures to ensure a smooth process.””2 This allegation of
US involvement certainly merits investigation by our Sub-
committee.

Representative Schiff raised the issue in a hearing of the Sub-
committee on Oversight and Investigations held on March 17,
2005—the same hearing at which the issue of the Essex’s oil smug-
gling (“topping off”), which the majority cites in the report, was ad-
dressed.”® Representative Delahunt raised the issue again at the

64 Broadcasting Board of Governors and Alhurra Television: Hearing Before the Subcomm. on
Oversight and Investigations of the House Comm. on Int’l Relations, 109th Cong. (2005) (state-
ment of Chairman Rohrabacher) (forthcoming).

65 PERMANENT SUBCOMM. ON INVESTIGATIONS, SENATE COMM. ON HOMELAND
SECURITY AND GOVERNMENTAL AFFAIRS, REPORT ON ILLEGAL SURCHARGES ON
OIL-FOR-FOOD CONTRACTS AND ILLEGAL OIL SHIPMENTS FROM KHOR AL-AMAYA
65-105 (May 17, 2005); 2 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD
PROGRAM, supra note 8, at 214-26.

66 PERMANENT SUBCOMM. ON INVESTIGATIONS, supra note 65, at 66—-69.

672 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, supra
note 8, at 226.

68]d. at 222.

69]d. at 220-21.

70]d. at 223.

71]d. at 216-20.

72]d. at 216.

73 See O&I REPORT, supra note 2, at 13-14; Cotecna and Saybolt Hearing, supra note 38.
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Subcommittee hearing on April 28, 2005, and pushed for an inves-
tigation. Chairman Rohrabacher responded:

[W]e will certainly be asking administration officials to come
here and to explain the policies that we all should know about.
. . . I certainly hope that the administration can explain to
your satisfaction and my satisfaction why it permitted certain
things to happen.”4

Representative Delahunt sent a letter to Chairman Hyde and
Chairman Rohrabacher on September 22, 2005, requesting an in-
vestigation into the Khor al-Amaya incident.”> Representative
Delahunt never received a response to this request and the Sub-
committee has held no hearings on the subject.

The Development Fund For Iraq

The Development Fund for Iraq (DFI) was created by UN Secu-
rity Council Resolution 1483 to meet the needs of the Iraqi people
after the US-led invasion of Iraq in 2003.76 Resolution 1483 also
dissolved the OFFP and transferred its remaining funds—totaling
$8.1 billion—to the DFI.77

The Special Inspector General for Iraq Reconstruction (SIGIR)
and the Defense Contract Audit Agency (DCAA) have detailed how
DFI monies have been mismanaged, misspent, and lost.

The SIGIR released a report showing how the Coalition Provi-
sional Authority (CPA) failed to account for $8.8 billion in DFI
funds used to support Iraqi ministries through the national budget
process.”® The SIGIR demonstrated in several reports how US offi-
cials mismanaged DFI funds in the Rapid Regional Response Pro-
gram (R3P), which funded regional reconstruction projects.”® The
SIGIR also has shown how the CPA provided inadequate security
for the vast sums of cash on hand in Iraq.8°

DFI funds were also used to pay for the Army Corps of Engi-
neers’ Restore Iraqi Oil (RIO) contract with Kellogg Brown & Root
(KBR). Of the over $2.5 billion KBR charged, $1.62 billion was paid
from the DFI—making KBR the largest single recipient of DFI

74 BNP Hearing, supra note 26, at 58 (statement of Chairman Rohrabacher).

75 Letter from William D. Delahunt, U.S. Rep., to Henry J. Hyde, Chairman, House Comm.
on Int’l Relations and Dana Rohrabacher, Chairman , Subcomm. on Oversight and Investiga-
tions, House Comm. on Int’l Relations (Sept. 22, 2005).

76S.C. Res. 1483, U.N. SCOR, 58th Sess., 4761st mtg., U.N. Doc. S/Res/1483 (2003) (“[Tlhe
Development Fund for Iraq shall be used in a transparent manner to meet the humanitarian
needs of the Iraqi people, for the economic reconstruction and repair of Iraq’s infrastructure, for
the continued disarmament of Iraq, and for the costs of Iraqi civilian administration, and for
other purposes benefiting the people of Iraq.”).

77QFFICE OF THE SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION, RE-
PORT NO. 05-004, OVERSIGHT OF FUNDS PROVIDED TO IRAQI MINISTRIES THROUGH
THE NATIONAL BUDGET PROCESS 28 (Jan. 30, 2005) [hereinafter OVERSIGHT OF FUNDS
PROVIDED TO IRAQI MINISTRIES THROUGH THE NATIONAL BUDGET PROCESS].

78QVERSIGHT OF FUNDS PROVIDED TO IRAQI MINISTRIES THROUGH THE NA-
TIONAL BUDGET PROCESS, supra note 77.

79 OFFICE OF THE SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION, RE-
PORT NO. 05-006, CONTROL OF CASH PROVIDED TO SOUTH-CENTRAL IRAQ (Apr. 30,
2005); OFFICE OF THE SPECIAL INSPECTOR GENERAL FOR IRAQ RECONSTRUCTION,
REPORT NO. 05-015, MANAGEMENT OF RAPID REGIONAL RESPONSE PROGRAM
GRANTS IN SOUTH-CENTRAL IRAQ (Oct. 25, 2005).

80QFFICE OF THE INSPECTOR GENERAL, COALITION PROVISIONAL AUTHORITY,
REPORT NO. 04-009, COALITION PROVISIONAL AUTHORITY COMPTROLLER CASH
MANAGEMENT CONTROLS OVER THE DEVELOPMENT FUND FOR IRAQ (July 28, 2004).
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funds.81 Of the ten task orders that made up the RIO contract, five
were paid solely with DFI funds and a sixth was almost all DFI
money.82 Congressional analyses of the DCAA’s audits of the var-
ious task orders have identified $219 million in questioned costs
and an additional $60 million in unsupported charges.83

Representative Schiff raised the question of contracting irreg-
ularities related to Iraq reconstruction in the Subcommittee’s
March 17, 2005 hearing. Chairman Rohrabacher responded:

This Chairman does intend to hold hearings, number one, on
the contracting irregularities and the total chaos of spending
procedures that were part of the whole Iraqi liberation for far
too long and may be perhaps still going on. We will find out.
This Chairman does intend to hold hearings on that.34

At the April 28, 2005, Subcommittee hearing, Representative
Delahunt again raised the need for hearings on issues of Iraqi re-
construction and the mishandling of OFFP funds for that purpose.
Representative Delahunt sent a letter to Chairman Hyde and
Chairman Rohrabacher on November 1, 2005, requesting an inves-
tigation into the mismanagement of DFI monies by the CPA, Army
Corps of Engineers, and other US officials.8> Representative
Delahunt never received a response and the Subcommittee has
held no hearings on the subject.

Additionally, Representative Betty McCollum of Minnesota, a
Member of the full Committee, wrote Chairman Hyde and Chair-
man Rohrabacher calling for an investigation into allegations that
$1 billion was stolen from the Iraqi Defense Ministry, which most
likely were DFI funds.86 Representative Delahunt wrote to Chair-
man Hyde and Chairman Rohrabacher in support of Representa-
tive McCollum’s request and reiterated the call for an investiga-
tion.87 Neither Representative McCollum nor Representative
Delahunt has received a response and the Subcommittee has held
no hearings on the subject.

Oil-for-Food Humanitarian Suppliers

As noted above, Saddam Hussein’s largest source of illicit reve-
nues during the sanctions was derived outside the OFFP. But of
that revenue derived from his manipulation of the OFFP, the larg-
est source came from “kickbacks” paid by companies contracted to

81HOUSE COMM. ON GOV'T REFORM, REBUILDING IRAQ: U.S. MISMANAGEMENT OF
IRAQI FUNDS 14 (June 2005).

827J.S. ARMY CORPS OF ENGINEERS, MARCH 2003 CONTRACT OBLIGATION STATUS:
%ASK ORDERS, at http://www.hq.usace.army.mil/CEPA/Irag/March03-table.htm (last visited

ov. 2, 2005).

83 HOUSE COMM. ON GOV'T REFORM AND SENATE DEMOCRATIC POLICY COMM.,
JOINT REPORT ON HALLIBURTON’S QUESTIONED AND UNSUPPORTED COSTS IN
IRAQ EXCEED $1.4 BILLION 10-14 (June 27, 2005).

84 Cotecna and Saybolt Hearing, supra note 38, at 6 (statement of Chairman Rohrabacher).

85 Letter from William D. Delahunt, U.S. Rep., to Henry J. Hyde, Chairman, House Comm.
on Int’l Relations and Dana Rohrabacher, Chairman , Subcomm. on Oversight and Investiga-
tions, House Comm. on Int’l Relations (Nov. 1, 2005).

86 Letter from Betty McCollum, U.S. Rep., to Henry Hyde, Chairman, House Comm. on Int’l
Relations, Tom Lantos, Ranking Member, House Comm. on Int’l Relations, Dana Rohrabacher,
Chairman , Subcomm. on Oversight and Investigations, House Comm. on Int’l Relations, and
William Delahunt, Ranking Member, Subcomm. on Oversight and Investigations, House Comm.
on Int’l Relations (Sept. 27, 2005).

87 Letter from William D. Delahunt, U.S. Rep., to Henry J. Hyde, Chairman, House Comm.
on Int’l Relations and Dana Rohrabacher, Chairman , Subcomm. on Oversight and Investiga-
tions, House Comm. on Int’l Relations (Oct. 3, 2005).
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provide humanitarian supplies.88 Those kickbacks totaled more
than $1.5 billion.8?

Representative Delahunt sent a letter to Chairman Hyde and
Chairman Rohrabacher on February 10, 2005, requesting that in-
vestigations into companies that purchased oil from Iraq during the
OFFP be expanded to include companies that sold humanitarian
goods to Iraq under the Program.%0 Representative Delahunt never
received a response and the Subcommittee has held no hearings on
the subject.

In October 2005, however, the IIC found that at least one of the
companies Representative Delahunt suggested be investigated, In-
gersoll Dresser, had paid kickbacks to the Hussein regime.9!

CONCLUSION

We recognize the significant failings of the Oil-for-Food Program
and agree with the critical need for United Nations reform. We ap-
preciate the work that the majority on the Subcommittee has done
on this topic. We wish to particularly commend the majority staff
for their dedication and perseverance through what has often been
a difficult process.

However, we believe that the majority’s report presents such a
distorted picture of how the UN operates that it does little to con-
tribute to the work of this Congress on UN reform. Rather, this re-
port represents a missed opportunity for this Subcommittee to in-
vestigate the operations of our own government in the context of
the OFFP and the UN. Such a fulfillment of our constitutional
oversight responsibility would have complemented other reports on
the OFFP and would have allowed this Congress to take steps to
ensure that such mistakes were not repeated by officials in the US
government. Unfortunately, this Subcommittee has failed to fulfill
its responsibility in this regard.

Therefore, we respectfully dissent from the Subcommittee’s re-
port.

WiLLIAM D. DELAHUNT.
HowARD L. BERMAN.
EARL BLUMENAUER.
ADAM B. SCHIFF.

88 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, MANIP-
ULATION OF THE OIL-FOR-FOOD PROGRAM 4 (Oct. 27, 2005) [hereinafter MANIPULA-
TION OF THE OIL-FOR-FOOD PROGRAM].

891 INDEPENDENT INQUIRY COMM. INTO THE U.N. OIL-FOR-FOOD PROGRAM, supra
note 4, at 103. The Duelfer Report’s estimate did not differ substantially from the IIC’s. See 1
CENTRAL INTELLIGENCE AGENCY, supra note 3, at 20.

90 Letter from William D. Delahunt, U.S. Rep., to Henry J. Hyde, Chairman, House Comm.
on Int’l Relations and Dana Rohrabacher, Chairman , Subcomm. on Oversight and Investiga-
tions, House Comm. on Int’l Relations (Feb. 10, 2005).

91MANIPULATION OF THE OIL-FOR-FOOD PROGRAM, supra note 88, Table 7, at 66, 83.
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Appendix A
The Committee Inquiry

The Committee on International Relations of the U.S. House of Representatives
initiated its inquiry into the United Nations’ Oil-for-Food program in March 2004. In
April 2004, Committee staff interviewed senior officials at UN headquarters in New
York including officials of the United States Mission to the United Nations (USUN), and
the United Kingdom Mission to the UN (UKUN), UN officials from the Office of the
Iraq Program (OIP) and the Office of Internal Oversight Services (OIOS).

In May 2004, Committee staff traveled to Amman and London. In Amman, staff
met with numerous officials assigned to the U.S. Embassy, Coalition Provisional
Authority (CPA) staff, members of an Iraqi Trade Ministry mission in Amman, and the
acting president of the Iraqi Bureau of Supreme Audit. Staff also met with members of
the Jordanian government including the Planning Minister, as well as two UN officials
affiliated with Iraq and the OFF Program. In London, staff met with UK government
officials and parliamentarians academics, andIraqgi exiles.

In June 2004, Committee staff traveled to Rome to meet a former Iraqi ministry
official, a U.S. Agency for International Development official, and 2 World Food
Program official. In Dubai, staff met with Iraqi banking officials and UAE government
officials. .

In July 2004, staff traveled again to Amman and Turkey. In Amman,
investigators met with Jordanian banking officials and Iraqi ministry officials traveling
from Baghdad. In Turkey, staff met with officials of the U.S. Embassy, as well as
Turkish officials with knowledge of the OFF program.

In December 2004, staff traveled to interview witnesses in London and Munich,
Germany. While in London, staff met with representatives of the Weir Company, a UK-
based engineering firm which had admitted to paying kickbacks to Iraq in exchange for
favorable treatment of a pending contract. In Munich, staff met with Paul Condon, a
former UN sanctions official.

In October 2005, staff traveled to interview witnesses in Egypt and Cyprus.
While in Egypt, staff met with Egyptian Foreign Minister Abdul Ahmed Gheit,
representatives of the Egyptian Central Bank, and officials of the Egyptian General
Petroleum Corporation. In Cyprus, they met with and interviewed officials of the Cypriot
Central Bank, Cypriot Attorney General Petros Clerides, MOKAS, the Financial
Intelligence Unit, and Benon Sevan, the former Executive Director of the UN’s Office of
Iraq Program.

In general, the inquiry and the subsequent search for information has proven to be
challenging and at times, difficult to verify. Much of what has been discovered provides
a fascinating look into the tyrannical rule of a corrupt leader and his regime. Using a
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program intended to help feed the Iraqi people, the Hussein regime corrupted nearly
every aspect of the Oil-for-Food program for its own self-interested purposes. It is the
opinion of the Committee that the Qil-for-Food Program actually extended Saddam’s
rule, not restricted it, as was originally intended. Because the program was compromised
from its inception, as several U.S. officials warned would be the case, it was doomed to
devolve into abuse and corruption.

Committee staff has met and interviewed more than 180 witnesses with in-depth
knowledge of the program and has pursued a number of lines of inquiry.

Hearings Held

The Committee and its Subcommittees held numerous hearings on United Nations
issues including but not limited to the Oil-for-Food program.

In 2004, the Full Committee held two hearings on the Oil-for-Food Program. The
first, on April 28, 2004, was titled “The United Nations Oil-for-Food Program: Issues of
Accountability and Transparency,” had six private witnesses giving testimony: Howar
Zaid, United Nations Liaison Office; Danielle Pletka, American Enterprise Institute;
Claudia Rosett, the Foundation for the Defense of Democracies; John G. Ruggie, Harvard
University; Michael Soussan, former coordinator of the Qil-for-Food Program; and
Joseph A. Christoff, Government Accountability Office. The other hearing was titled
“The Oil-for-Food Program: Tracking the Funds,” andwas held on November 17, 2004.
Testimony was received from two witnesses: Charles A. Duelfer, Special Advisor to the -
Director of Central Intelligence on Iraq's Weapons of Mass Destruction, Central
Intelligence Agency; and Everett Schenk, Chief Executive Officer, BNP-Paribas, North .
America. i

The Full Committee held three hearings in 2005. The first was held on March 15,
2005, and was titled “U.N. Reform: Challenges and Prospects.” Testimony was received
from three witnesses: Richard C. Holbrooke, former U.S. Permanent Representative to
the United Nations; Jeanne J. Kirkpatrick, former U.S. Permanent Representative to the
United Nations; and Richard S. Williamson, former U.S. Altemnate Representative for
Special Political Affairs in the United Nations. The second hearing, titled “Reforming the
United Nations: Budget and Management Perspectives,” was held on May 19, 2005.
Testimony was heard from three witnesses: Mark Lagon, Deputy Assistant Secretary,
Bureau of International Organization Affairs, U.S. Department of State; Catherine
Bertini, former Under-Secretary-General for Management, United Nations; and former
Senator Tim Wirth, president of the United Nations Foundation. Finally, on Sept 28,
2005 the Committee held a hearing titled“United Nations Rhetoric or Reform: Outcome
of the High Level Event.” Testimony was received from U.S. Ambassador to the United
Nations, John Bolton. Mark Malloch Brown, chief of staff to the Secretary General of
the United Nations, also briefed the Committee,

The Subcommittee on Africa, Global Human Rights and International Operations
held three hearings on issues related to the United Nations Reform Act. The first was held
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on March 1, 2005, titled “United Nations Organization Mission in the Democratic
Republic of Congo: A Case for Peacekeeping Reform.” Testimony was received from
Kim Holmes, Assistant Secretary, Bureau of International Organization Affairs, U.S.
Department of State; Princeton N. Lyman, former Assistant Secretary of State for
International Organization Affairs; Nile Gardiner, The Heritage Foundation; and Anneke
Van Woudenberg, Human Rights Watch. On April 19, 2005, the Subcommittee held a
hearing entitled “The United Nations Commission on Human Rights: Protector or
Accomplice?” with Assistant Secretary-General Danilo Turk of the Department of
Political Affairs at the United Nations testifying. On May 18, 2005, the Subcommittee
held a hearing titled “U.N. Peacekeeping Reform: Seeking Greater Accountability and
Integrity.” Testimony was received from Philo L. Dibble, Principal Deputy Assistant
Secretary, Bureau of Organization Affairs, U.S. Department of State; Eric Schwartz of
the Council on Foreign Relations; and Victoria Holt of the Henry L. Stimson Center.

The Subcommittee on Oversight and Investigations held numerous hearings on
United Nations-related issues. The first, on February 9, 2005, was titled “The Volcker
Interim Report on United Nations Oil-for-Food Program.” Testimony was heard from
Nile Gardiner, Heritage Foundation; George A. Lopez, Senior Fellow, Joan Kroc
Institute for International Peace; and Nimrod Raphaeli, MEMRI. The second hearing
.was titled “United Nations Operations: Integrity and Accountability,” and was held on
March 2, 2005. Testimony was heard from Patrick F. Kennedy, U.S. Ambassador to the
United Nations for Management and Reform; and Joseph A. Christoff, Government

" Accountability Office. The Subcommittee held another U.N.-related hearing on March
17,2005, titled “The United Nations Oil-for-Food Program: The Cotecna and Saybolt
Inspection Firms.”. Testimony was received from three private witnesses: John Denson
of the Saybolt Group, Houston Texas; Dr. Rehan Mullick, former research officer for the
United Nations Office of the Humanitarian Coordinator in Iraq; and Evelyn Suarez, an
attorney representing Cotecna S.A. The final U.N.-related hearing held by the
Subcommittee, titled “The Role of BNP-Paribas SA in the United Nations Oil-for-Food
Program,” and was held on April 28, 2005. Testimony was heard from several officials
of BNP-Paribas SA: Everett Schenck, Patricia Herbert, William Vassallo, and Harold
Lehmann. On July 28, 2005, the Subcommittee held a hearing titled “Syria and the Qil-
for-Food Program.” Testimony was heard from Elizabeth Dibble, Deputy Assistant
Secretary of State, Bureau of Near Eastern Affairs; Dwight Sparlin, Director of
Operations, Policy and Support, Division for Criminal Investigations Internal Revenue
Service, and Vic Comras, Minister Counselor, United States Department of State, retired.

The Subcommittee on International Terrorism and Nonproliferation held a
hearing on March 17, 2005, titled The United Nations and the Fight Against Terrorism,”
Testimony was heard from Vic Comras, former member of the United Nations al-Qaeda
monitoring group; and Anne Bayefsky, The Hudson Institute. [Vic Did this person testify
in his capacity as a retired State Dept official or a former UN expert? May want to
clarify, because the preceding two paragraphs both mention Comras in different
capacities]
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Subpoenas Issued by the Committee

In order to obtain information important to the investigation, the Committee
issued several subpoenas for documents and testimony. Subpoenas were necessary in
order to obtain the requested information, especially regarding information directly about
the Oil-for-Food program and UN contractors.

August 9, 2004 BNP for documents
November 2, 2004 BNP for witness testimony
February 11, 2005 BNP for documents

Cotecna for documents
Bayoil (David Chalmers) for documents

February 15, 2005 Bayoil Supply & Trading for documents

April 15, 2005 BNP for documents
BNP for witness testimony

April 29, 2005 Robert H. Parton of the Independent Inquiry Committee
into the United Nations Oil-for-Food Program for
documents

August 26, 2005 THC Services, Inc. for documents
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INTERIM REPORT

PAYMENTS UNDER UN OIL-FOR-FOOD PROGRAM
LETTERS OF CREDIT TO PERSONS OTHER THAN BENEFICIARIES
AND BANKS PROVIDING DIRECT LOANS TO BENEFICIARIES

L INTRODUCTION

By way of background, the Qil-For-Food Program was created through a
unanimous resolution of the Security Council of the United Nations (“UN") with the
principal objective of alleviating the suffering of the Iragi people by providing
humanitarian goods to Iraq under contracts approved by the so-called “661 Committee”
or “Sanctions Committee” of the UN Security Council. To that end, the 661 Committee,
of which the United States was an active member, authorized specified contractors to
furnish approved goods to Irag. Once a contract had been authorized by the 661
Committee, the UN directed its bank, the New York branch of Banque Nationale de Paris
and later BNP Paribas (either or both sometimes referred to herein as “BNPPNY™), to
issue a letter of credit naming the contractor as the beneficiary, thereby providing
assurance that the beneficiary would receive payment under the contract upon delivery of
the approved goods to Iraq and presentation of the required documents. .

Because it was contemplated that letter of credit beneficiaries might well
need financing in connection with the transactions (for example, to procure raw materials
or to manufacture or procure finished goods in order to fulfill their contractual
obligations), the beneficiaries were permitted under the Oil-For-Food Program to assign
proceeds under their letters of credit to secure bank financing to obtain the required items.

An assignment of proceeds is a traditional means of securing financing to enable the
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beneficiary to obtain the goods covered by the letter of credit. As discussed more fully
below, this means of financing ordinarily can take various forms, including an
assignment to a bank to obtain a direct cash loan to the beneficiary from which the
beneficiary can pay its supplier, an assignment to a bank making funds available to the
supplier, or an assignment to the supplier providing financing to the beneficiary in the
form of goods supplied on open account.

In response to questions that have been raised by the Staff of the House
International Relations Committee (“HIRC”) regarding instances in which letter of credit
proceeds may have been paid to persons other than beneficiaries or banks providing
financing to beneficiaries in the form of a direct loan, BNPPNY is in the process of
conducting a review, utilizing the methodology described in Section II below, to identify
such payments. The results of that review to date — which is ongoing — are discussed in

Section III below.

II. METHODOLOGY

From the inception of the UN Oil-For-Food Program through November
18, 2004, when BNPPNY’s review commenced, BNPPNY had processed approximately
54,000 payments under humanitarian letters of credit issued at the direction of the UN.
These payments fall within the following broad categories: approximately 23,000 U.S.
dollar-denominated wire transfers; approximately 18,000 Euro-denominated wire
transfers; approximately 2,000 wire transfers in foreign currencies other than the Euro;
and approximately 11,000 direct dollar or other currency deposits into accounts

maintained at BNPPNY, or at other branches or affiliates of BNPPNY. Because different



65

payment systems have been used by BNPPNY for processing transactions in each of
these different categories, the methodology employed by BNPPNY for identifying
payments to persons other than beneficiaries or banks making direct loans to beneficiaries
has been tailored accordingly. BNPPNY’s review of these payments to date has focused
on the approximately 41,000 U.S. dollar- and Euro-denominated wire transfers. The
review so far has consumed approximately S,QOO man-hours of labor on the part of
BNPPNY employees detailed from audit functions with support from other personnel.

The account established for the U.N. Oil-For-Food Program was handled
within BNPPNY's Trade Finance Department. As a first step, all payment data from the
Trade Finance Department account was extracted from BNPPNY’s money transfer
system for U.S. dollar-denominated wire transfers (approximately 107,000 records,
including but not limited to Oil-For-Food Program data). A similar process then was
used to extract comparable data from approximately 32,000 records relating to Euro-
denominated wire transfers. Based upon various internal coding conventions and
matching programs, transactions known to be unrelated to the Oil-For-Food Program
were removed from the extracted data. Various manual validation reviews of these
transactions then were performed to ensure the accuracy of the identification process.

In order to review the universe of approximately 41,000 U.S. dollar- and
Euro-denominated wire transfer payments, BNPPNY first identified those U.S. dollar-
and Euro-denominated wire transfer payments which, in accordance with standard trade
finance practices, were made to banks that were presenting documents for payment of
humanitarian letters of credit, ostensibly on behalf of the letter of credit beneficiaries,

with no "further credit to” reference in the electronic files. This step identified
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approximately 19,000 US dollar-denominated payments and approximately 15,000 Euro-
denominated payments, which were set aside for further analysis to determine whether
the data in the electronic files fully reflected the transactions.

The payment instructions on BNPPNYs electronic systems for the
approximately 4,000 U.S. dollar-denominated wire transfers and approximately 3,000
Furo-denominated wire transfers that remained then were compared electronically to the
names of beneficiaries listed on humanitarian letter of credit spreadsheets maintained by
BNPPNY, in order to identify those payment instructions that included a name other than
that of the beneficiary. This process resulted in the identification of 2,079 U.S. dollar-
denominated payments and 145 Euro-denominated payments that required further manual
review. The results of that review in turn identified 98 U.S. dollar-denominated
payments and 12 Euro-denominated payments that were made to a person other than the
beneficiary or a bank providing it with a direct loan.

The complete files for each of the letters of credit under which these 110
payments had been made were then manually reviewed. That review led, among other
things, to the identification of a financing facility maintained by East Star Trading
Company Ltd. ("East Star") at Credit Agricole Indosuez Singapore (now Calyon
Singapore) ("Credit Agricole") and a financing facility maintained by Al Douh Jordanian
Establishment ("Al Douh") at HSBC Bank Middle East, Amman, Jordan ("HSBC"),
discussed in Section III below.

Based upon this information, 100% of the files for letters of credit issued
to each of the beneficiaries that had directed these 110 payments were targeted for review

to determine whether they had made other payments of a similar nature. In addition,
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further searches of the Oil-For-Food Program payment records were conducted, initially
on a sample basis and then on a 100% basis, for any other payments to HSBC and Credit
Agricole; and to Philadelphia Investment Bank and Egyptian Arab Land Bank, by reason
of the frequency with which those two banks had appeared in the review to that point.
These searches identified other beneficiaries who also had directed payments to those
banks. This triggered an iterative process, pursuant to which a 100% review of all letter
of credit files has been or will be performed for every beneficiary who is identified as
having caused a payment to be made to any person other than a bank providing it with a
direct loan. 293 payments in addition to the initial 110 were identified through these
steps as having been made to persons other than beneficiaries or banks providing them
with direct loans."

As a further measure, BNPPNY elected to evaluate a random sample of
151 of the 582 U.S. dollar-denominated payments that were made to several banks
identified in Figure 29 of Volume I of the Comprehensive Report of the Special Advisor
to the Director of the Central Intelligence Agency on Iraq’s Weapons of Mass

Destruction, dated September 30, 2004 (the “Duelfer Report”) and two banks that were

169 other payments were identified through these steps for further review to
determine whether they were made to persons other than beneficiaries or banks
providing them with direct loans. In addition, ongoing reviews of the U.S. dollar-
and Euro-denominated wire transfers, as well as planned reviews of payments to
direct deposit accounts and payments in foreign currencies other than the Euro,
which have not yet been examined, may identify other such beneficiaries. In such
an event, 100% of the letter of credit files for those beneficiaries will be reviewed.
Refinements in the methodology described herein and factors not presently
anticipated also may expand the universe of payments to be reviewed.
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referenced in the Duelfer Report and that recently had been designated as primary money
laundering concemns by the U.S. Treasury Department. That review identified no
payments to persons other than the letter of credit beneficiaries or banks providing them
with direct loans.

As noted above, a number of payments to banks with no "further credit to”
reference were identified and earmarked for further evaluation as part of the review
process. This was accomplished by selecting for manual file review a statistically
significant sample of these payments designed to achieve an error rate not to exceed 1%,
sampling precision of .99% and a confidence interval of 95%. A U.S. Army computer
program at http://www hqda.army.mil/aagweb/ audit.htm was used to determine the
requisite sample size of 381 U.S. dollar-denominated payments and 378 Euro-
denominated payments needed to satisfy these parameters. A random number generator
then was used to select these payments. The review to date of 358 of the dollar-
denominated payments and 323 of the Euro-denominated payments thus selected has
identified none with indicia that it was made to a person other than the beneficiary or a
bank providing a direct loan to the beneficiary.

To summarize the interim results of the implementation of the foregoing
review and certain follow-up efforts, BNPPNY's review so far has identified 403
payments that appear to have been made to persons other than beneficiaries or banks
providing them with direct loans. As discussed more fully in Section III below, the
composition of these 403 payments is as follows:

. 50 that appear to have been made at the direction of the

beneficiaries of the letters of credit to their own affiliates and/or financing
facilities maintained by those affiliates.



69

. 273 of the remaining 353, accounting for approximately 83% of
their aggregate dollar value, that appear to have been made to bank financing
facilities that were utilized by three exporters of various goods — which in their
own right or through affiliates were UN-approved letter of credit beneficiaries in
other humanitarian goods transactions — to finance goods that they were supplying
other UN-approved beneficiaries.”

. 80 that are being reviewed to determine the role played by the
recipients of those payments (e.g., other bank financing facilities, etc.).

BNPPNY believes its review methodology is well-designed to identify

any other such payments on a going-forward basis. This methodology is, however, being

reevaluated continually and will be revised as indicated by the ongoing results of its

application.

1III. DISCUSSION

As of April 1, 2005, BNPPNY has identified 353 instances, as detailed in
Attachment 1 hereto, in which payments were made to persons other than humanitarian
letter of credit beneficiaries or banks providing those beneficiaries with direct loans.
BNPPNY so far has been able to obtain information sufficient to evaluate the roles of
banks and other persons that were involved in transactions which accounted for
approximately 83% of the value of the payments listed on Attachment 1, and is

continuing its efforts to obtain information regarding the others. The information that has

It is common for a supplier of goods to arrange a financing facility under which a
bartk extends a "revolving line of credit" to the supplier, whereby the bank makes
loans up to a specified maximum for a specified period. As the borrower repays a
portion of the loan, an amount equal to the repayment can be borrowed again
under the terms of the agreement. See the definition of "revolving line of credit”
in Barron's Dictionary of Finance and Investment Terms (5™ ed.). An assignment
to such a facility of some or all of the proceeds of a transaction being financed
through that facility thus serves in the first instance to repay the bank for the loan.
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been obtained is set forth in Attachment 2 hereto. Generally, letter of credit beneficiaries
in those transactions appear to have assigned or otherwise directed letter of credit
proceeds to repay banks that financed the UN-approved humanitarian goods transactions
through financing facilities maintained by suppliers that provided the beneficiaries with
goods covered by the letters of credit.

As of April 1, 2005, BNPPNY also had identified 50 payments that were
made to persons who appear to be the beneficiaries’' affiliates and/or financing facilities
maintained by those affiliates, as detailed in Attachment 3. Information that has been
gathered to date regarding these relationships is provided in Attachment 2 hereto.

The following points should be noted at the outset with respect to the
transactions identified during the course of BNPPNY'"s review to date, as reflected in the
above-referenced attachments:

. Assignments of proceeds by letter of credit beneficiaries to banks
providing transaction financing through either the beneficiary or its
supplier, or to the supplier financing the beneficiary by providing goods
on open account, are commonplace in trade finance practice:

The seller as a beneficiary under a letter of credit
could assign its right to the proceeds to its bank as security
for a loan under [§ 5-114 of the UCC] ... With the loan
the seller [i.e., beneficiary] could then pay its own supplier,
procure the necessary documents under the letter of credit,
present the same to the issuer, and remit the amount owed
to the lending bank. The foregoing arrangement can take
other forms too. For example, the seller's bank might take
an assignment of proceeds, but instead of disbursing the
loan to the seller, it could notify the seller's supplier that the
supplier may draw drafts on the bank for goods supplied.

The seller might even assign the right to proceeds to its
supplier as security for an extension of credit by the
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supplier itself. (3 White & Summers, Uniform Commercial
Code § 26-12 (4" Ep.))

. BNPPNY has identified no instance where a letter of credit and its
corresponding obligations were transferred or assigned by a beneficiary to
a third party.”

. The UN Iraq Account has not been subject to any loss in connection with
any of the referenced transactions.

. The suppliers and beneficiary affiliates who were involved in the
overwhelming majority of the transactions that are the subject of this
Interim Report were UN-approved beneficiaries under other humanitarian
letters of credit, or affiliates of the same.

. The source of goods and disposition of funds in a letter of credit
transaction is not affected by whether financing for that transaction is
obtained through an assignment of proceeds to a financing facility that is
maintained by the beneficiary or one that is maintained by its supplier.

. Where the proceeds of a letter of credit are paid directly to a beneficiary,
the beneficiary is free to use some or all of those proceeds to repay any

bank that provided financing for the transaction, whether the funds were

As observed in paragraph 10.04[1] of the leading treatise, "The Law of Letters of
Credit," by John F. Dolan, “[r]estrictions on transfer of the right to draw" on a
letter of credit, in order to "protect the applicant's expectations conceming
performance and facilitate document examination,” "do not apply to assignments
of letter of credit rights or of the letter of credit proceeds where there is no risk of
substitute performance and no deviation from the strict compliance standard that
permits document examiners to make payment decisions without looking beyond
the face of the documents and the credit itself.”
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advanced to the beneficiary or its supplier; or to pay its supplier directly;
or to pay third parties unrelated to the transaction.

. None of the non-beneficiaries identified in said attachments appears on the
United States Department of Treasury Office of Foreign Asset Control's
List of Specially Designated Nationals.

. BNPPNY has seen no indication that any assignment of proceeds or other
payment instruction identified in said attachments is causally linked to any
corruption that may have occurred in connection with the Oil-For-Food
Program.

The transactions that involved two of the persons identified on Attachment
1 — Al Douh and East Star, an affiliate of Pacific Inter-Link SDN BHD ("'Pacific Inter-
Link") which, like Al Doubh, is a large, well-established business organization — generally
are illustrative, Together, those transactions represent approximately 82% of the dollar
value of the payments listed in that Attachment. Al Douh and East Star, as well as a
number of the latter’s affiliates, supplied various Oil-For-Food Program letter of credit
beneficiaries with the goods required under their UN-approved contracts. Indeed, Pacific
Inter-Link and several of its affiliates as well as several affiliates of Al Douh also were
UN-approved suppliers of hundreds of millions of dollars of goods under other
humanitarian letters of credit.

In the case of Al Douh, in order to obtain financing for humanitarian
goods transactions, letter of credit proceeds were assigned by various beneficiaries to an
account at HSBC, which was maintained in respect of a financing facility made available

by that bank to Al Douh. Similarly, in the case of East Star, in order to obtain financing
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for humanitarian goods transactions, letter of credit proceeds were assigned by various
beneficiaries to an account at Credit Agricole, which was maintained in respect of a
financing facility made available by that bank to East Star. In accordance with
BNPPNY’s procedures, the beneficiaries typically represented in their requests to assign
proceeds to these financing facilities that the assignments were for the purpose of
repaying those facilities for financing provided to them to purchase the humanitarian
supplies covered by the underlying letters of credit; and both HSBC and Credit Agricole
provided confirmation that this was the case on various occasions during the course of the
Oil-For-Food Program.*

Discussions with representatives of Al Douh, East Star and Pacific Inter-
Link, as well as with certain beneficiaries of humanitarian letters of credit that obtained
the required goods from them, together with other information gathered during the course
of BNPPNY s review, have provided further assurances that Al Douh and East Star were
the suppliers of goods to various Oil-For-Food Program beneficiaries, and that their
supply activities were financed through their respective financing facilities.

In sum, the 403 payments at issue appear, in all of those cases in which
BNPPNY so far has been able to obtain sufficient information to perform an evaluation,
to have been made to banks which made financing facilities available to suppliers of

goods to beneficiaries as a means of financing the underlying humanitarian goods

In the case of some of the payments listed on Attachments 1 and 3, and as noted
therein, the beneficiaries did not assign letter of credit proceeds to, and create a
legal entitlement to receive funds on the part of, any other person in advance of
the time the letters of credit became payable. Rather, the beneficiaries simply
instructed, in those instances, that BNPPNY pay certain sums to specified persons
at the time the beneficiaries themselves became entitled to receive those funds
under the letters of credit.

it
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transactions, or else to the beneficiaries' own affiliates. These financing arrangements are
in keeping with normal trade finance practice, as described above. It bears emphasis that,
even today, none of the non-beneficiaries listed in the attachments hereto appears on the
United States Treasury Department Office of Foreign Asset Control's List of Specially
Designated Nationals. Nor has BNPPNY seen any indication that any of those payments
was causally related to any corruption that may have occurred in connection with the Qil-
For-Food Program.

BNPPNY is continuing its review, as described above. It intends to

provide a final report to HIRC at the conclusion of that process.
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Attachment 2
to Interim Report

INFORMATION REGARDING CERTAIN SUPPLIER
AND AFFILIATE RELATIONSHIPS REFLECTED IN
ATTACHMENTS 1 AND 3 TO THE INTERIM REPORT

ATTACHMENTS 1 AND I 1O THE UNJERUV REORL
A. East Star Trading Company Ltd.

1. Supplier Relationships

East Star, which was incorporated in the Cayman Islands on February 27,
1990, is affiliated with Pacific Inter-Link, a diversified business group engaged in various
manufacturing and export activities. The ICP credit report for Pacific Inter-Link states
that it was incorporated in Malaysia on June 22, 1988, and that its principal place of
business is located at the Manara Dato Onn Putra World Trade Centre in Kuala Lumpur,
Malaysia. According to its website, www.pacificinter-link.com.my, Pacific Inter-Link is
involved in the export of various goods and services from Malaysia and the Far East to
the Middle East, Africa and Europe. The goods offered by Pacific Inter-Link for export
include cosmetics and toiletries, detergents, paints, pharmaceuticals, soaps, plastics,
rubber, polyurethane, paper, tin, building materials, cooking oils and foodstuffs, and
other consumer products, according to its website.

The website further indicates that "Pacific Inter-Link ... is a member of
the Hayel Saced Anam Group, one of the oldest and most noted business conglomerates
in the Arab world,” founded in Aden, Yemen in 1938 by Hayel Saced Anam.

Subsidiaries of Pacific Inter-Link include PT Pacific Indomas, PT Pacific Medan, PT

Pacific Texindo, PT Pacific Palmindo, PT Pacific Agritama, PT Pacific Indo Dairy, PT
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Oleochem & Soap, Pacific Oils & Fats and Asiatic Container. (/d.) Significantly, Pacific
Inter-Link and seven of its affiliates — PT Pacific Indo Dairy, PT Pacific Indomas, PT
Pacific Texindo, PT Pacific Medan, PT Pacific Agritamia, PT Pacific Palmindo, and PT
Oleochem & Soap — were awarded numerous UN-approved humanitarian supply
contracts throughout the entire course of the Qil-For-Food Program, totaling
approximately $270 million in value.

BNPPNY's review to date has identified a number of payments, as set
forth in Attachment 1 of the Interim Report, that were assigned by Al Riyadh
International Flowers Co. for Investment Trading Industry & Medical Hygenic Services
("Al Riyadh") and various other beneficiaries of Oil-For-Food Program humanitarian
letters of credit to a financing facility at Credit Agricole. As described below, funds were
made available through that facility to East Star in order to finance the goods it supplied
to those letter of credit beneficiaries, and thus the beneficiaries' performance of the
underlying humanitarian goods transactions.

In recent discussions, Pacific Inter-Link has advised BNPPNY that East
Star was the supplier to Al Riyadh and other beneficiaries of Oil-For-Food Program
humanitarian letters of credit, and that these fransactions were financed through a
financing facility at Credit Agricole.' Credit Agricole, which on various occasions

during the course of the Program had confirmed representations by humanitarian letter of

Representatives of four humanitarian letter of credit beneficiaries ~Al Riyadh,
Regional Economic Fund, PT Quarto Bina Upaya, and Al Hoda International
Trading — recently have confirmed that their companies assigned proceeds from
their letters of credit to the Credit Agricole financing facility in order to finance
their purchases from East Star or Pacific Inter-Link of the goods required under
their UN-approved contracts.



91

credit beneficiaries that they were assigning proceeds to that financing facility in order to
obtain financing for the underlying transactions, recently reconfirmed this point.

2. Affiliate Relationships

As noted above, PT Pacific Indo Dairy, PT Pacific Indomas and PT
Pacific Texindo are identified by Pacific Tnter-Link as its subsidiaries on its website. As
set forth on Attachment 3, all three of these entities were letter of credit beneficiaries and
as such directed payments to the Credit Agricole financing facility maintained by East
Star at Credit Agricole.

East Star and Pacific Inter-Link are both 100% owned by the same entity,
Commodities House Investment Ltd. Discussions with representatives of Al Riyadh,
Regional Economic Development Fund and PT Quarto Bina Upaya, all of which are
beneficiaries of humanitarian letters of credit, have confirmed that East Star and Pacific
Inter-Link are part of the same group, and that East Star provided Pacific Inter-Link with
access to financing through its facilities.

B. Al Douh Jordanian Establishment

1. Supplier Relationships

Al Douh was organized in 1993 in Amman, Jordan as a general
partnership. According to the ICP credit report on Al Douh, it was founded by members
of the Al Farhood family, which previously had emigrated to Jordan from Iraq. Itis part
of a large group of companies engaged in the production and supply of foodstuffs and
other merchandise throughout the Middle East, with its principal place of business
located at the Agarco Commercial Centre in Amman, Jordan. Its affiliates include Al

Methalia Establishment for Dairy Products, Al Naba Al Safi Industrial Establishment, Al
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Jawhara Foodstuff Co. Ltd., Al Riyadh Co. for Detergents Industry, and Al Riyadh Co.
for Vegetable Oil Industry, all of which have facilities located in Jordan. All of these
affiliates were UN-approved suppliers of humanitarian goods under various letters of
credit issued during Phases 3 through 13 of the Oil-For-Food Program, aggregating
approximately $38 million in value.

BNPPNY's review to date has identified a number of payments, as set
forth on Attachment 1 to the Interim Report, that were assigned by various beneficiaries
of Oil-For-Food Program humanitarian letters of credit to an account at HSBC. That
account was used to repay HSBC for the funding it made available to Al Douh, which
enabled it to supply goods to those letter of credit beneficiaries, who in turm furnished the
goods to Iraq pursuant to humanitarian contracts authorized by the UN. The beneficiaries
provided representations that they were receiving transaction financing from the HSBC
financing facilities at the times they requested that proceeds of their letters of credit be
assigned thereto, and those representations were confirmed by HSBC on various
occasions during the course of the Program.

Al Douh recently has confirmed to BNPPNY that it supplied a number of
humanitarian letter of credit beneficiaries with goods — including, among other staples,
baby milk powder, full cream milk powder, vegetable ghee, toilet soap and feed barley —
that those beneficiaries had agreed to furnish to Traq pursuant to contracts they had been
awarded under the Oil-For-Food Program. Al Douh advised that the contractual
relationship between Al Douh as a supplier, and the beneficiary of a letter of credit, as a
buyer, typically was formed through the issuance of a purchase order by the beneficiary

1o Al Douh, followed by a return invoice from Al Douh to the beneficiary for the price of
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the goods. Al Douh further indicated that letter of credit proceeds were assigned by the
beneficiaries to credit facilities at HSBC to secure financing for the goods supplied to
them by Al Douh. Al Douh explained that as HSBC received payments into these
accounts, funds were used to repay that bank for financing the goods being supplied by
Al Douh.
C. Talfeet Trading Est.

L. Supplier Relationships

Talfeet Trading Establishment ("Talfeet") is an import/export company
that trades primarily in teas and foodstuffs. It was registered as a partnership in Amman,
Jordan in 1996 and maintains its principal place of business at the Al Aqad Complex in
Amman. Its sole proprietors are Saleh J. Thmaid, its chief executive, and Kamal Thmaid,
its financial manager. Talfeet was itself a UN-approved beneficiary under various
humanitarian letters of credit with an aggregate value of approximately $18 million.

BNPPNY's review to date has identified a number of payments, listed on
Attachment 1 to the Interim Report, that were assigned by several beneficiaries of Oil-
For-Food Program humanitarian letters of credit to accounts at the Philadelphia
Investment Bank and Jordan Islamic Bank, both located in Amman, Jordan. The
beneficiaries represented that they were assigning those proceeds in order to obtain
transaction financing, and both banks confirmed those representations on various
occasions during the course of the Program.

Talfeet advised BNPPNY in a recent discussion that funding was made
available for its trading activities through financing facilities at those banks. Talfeet

further advised that it supplied a number of Oil-For-Food Program letter of credit
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beneficiaries with the goods they were required to furnish pursuant to their underlying
humanitarian goods contracts. Talfeet explained that the assignments of proceeds were
provided by the beneficiaries in order to provide security for the repayment of the
financing for those transactions by the banks.

2. Affiliate Relationships

Discussions with Talfeet confirmed that it was a part owner of Nivitigala
Tea Factory (PVT) Ltd., Ranfer Teas (PVT) Ltd., A.S. Chatoor (Tea) Ltd., and AgriNad,
ail of which are letter of credit beneficiaries that assigned proceeds to the financing
facilities maintained i:oy Talfect. Talfeet advised BNPPNY that its managing partner had
signature authority for all of these entities as well as for Talfeet. Documents in the letter
of credit files sent to BNPPNY by these companies all include the managing partner's
signature.

D. Inesfood Group — International Food Trading — Arab Oil Co.

1. Affiliate Relationships

There are strong indications that Internationai Food Trading and Arab Oil
Co. are part of the Inesfood Group. The names of these companies variously appear
together on the letterhead of correspondence to BNPPNY maintained in the letter of
credit files. All three companies have their principal place of business at the same
address: Inesfood Food Center, Rue de La Mosquée, La Momagua, Tunis, Tunisia.
Extracts from the commercial register in Tunisia recite that International Food Trading
and Inesfood Group have given the same individual, Jalel Ben Aissa, the authority to sign
on behalf of both companies. Al Douh, which was a supplier to Inesfood Group and

Arab Oil Co., has indicated that the three are affiliated entities.
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E. Telwar International Inc. ~ Aegean Marble Inc.
1. Affiliate Relationships
According to a report of Dun & Bradstreet, Acgean Marble Inc. ("Aegean")
is a corporation organized under the laws of the state of Georgia, with its principal place
of business located at 7104 Crossroads Boulevard, Suite 123, Brentwood, Tennessee
37207. The capital stock of Aegean is 100% owned by its senior personnel, Hasin
Bayram, CEO, Alikan Telwar, President, and Lisa Telwar, CFO and Secretary.

Aegean shares offices with Telwar International Inc. ("Telwar"), an
international exporter of commodities including wheat, vegetables, rice, beans and
fertilizer to the Middle East organized in 1978 under the laws of the state of Tennessee.
Fatima Telwar, the mother of Alikan Telwar, is the owner and president of Telwar. Both
Telwar and Aegean have directors and officers who are members of the Telwar Family.

Telwar was the beneficiary of seven Oil-For-Food Program humanitarian
letters of credit issued pursuant to UN-approved contracts to supply goods to Iraq. The
review conducted by BNPPNY to date has identified five of these letters of credit under
which Telwar assigned proceeds to the account of Aegean at First Tennessee Bank, as
reflected on Attachment 3 to the Interim Report. Telwar has advised BNPPNY that the
proceeds assigned to Aegean were to reimburse Aegean through its account at First
Tennessee Bank for a loan that Aegean had extended to Telwar to finance Telwar's
acquisition of goods that it had contracted to supply to Iraq under the Oil-For-Food

Program.
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F. Limpex Trading — Letra Lebanese Trade Co.
1. Affiliate Relationships
Both Limpex Trading and Letra are owned and operated by the Al Banna
family, as evidenced by extracts from the Beirut Commercial Register with respect to
Letra and incorporation documents in Canada with respect to Limpex, which is based in
Montreal, Canada. These entities have confirmed in recent discussions that they are
owned by members of the same family.

G. Zahrat Al Riyadh — Prince Bandar Bin Mohammed Bin Abdulrahm
Al Sand

1. Affiliate Relationships

A representative of Prince Bandar, a member of the Saudi Royal family,
has advised BNPPNY that the Prince is the owner of Zahrat Al Riyadh ("Zahrat"), a UN-
approved humanitarian letter of credit beneficiary. A portion of the proceeds under one
letter of credit issued to Zahrat were paid to the Prince, who also reportedly is the owner

of Al Riyadh International Flowers Co.
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angelita.castro RGN,
From: Ezio Testa NNy |

Sent:  Sunday, November 28, 2004 8:05 AM

To:  angelita.castrof NN
Ce:  alex.quintorosQENEREIRENNY

Subject: FW: Update on Sudan

/fi/i/m/ e d
Angelita ,

For your info and the file .
Thank you .

£Ezjo Testa

President & CEO
I Services, fne.
132 Lemington Avorive, Ste. 500
ME York, MY, 10026
enpnane
Pk
oiie
LEM
SN, £, Teste
"Notice of Confidentiality. This imessage rogether with is anneses, contams confidential and/or privileged information that 15
slenaed solely for the addressee(s) only. If you are not the ntended Fecipient ur the person responsible for deirvering i to the
Aadressee, you are nat autharize (6 isclose, copy, distribute, or use the information herem. [f yau have receved this message by
imistake. please delete this & mai and inform 1HC Services, Inc. iminediately.”

From: Andy Seiwert }
Sent: Sunday, November 28, 2004 5:12 AM

To: Ezio Testa

Subject: FW: Update on Sudan

Dear Ezio )

Y

Best Regards

Andy

From: Stephen Queen

Sent: Sunday, Navember 28, 2004 10:17 AM
To: Andy Seiwest

Subject: FW: Update on Sudan

FYi

Regards,

Stephen Queen

HC006043
127212004 - FIDENTIAL
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Page 2 of 2

Cost Manager
Cffice

Fax

it oo S

Int Mobile.

From: Steve Bickerstaft

Sent: Saturday, November 27, 2004 1:48 PM
To: ShaneStevenson GTC; Stephen Queen

Ccs Mectekd GTC
Subject: Update on Sudan

Gents,

good moming, please find attached a document detailing 1) my meeting with the UN and 2) my
thoughts on the supply chain in country and, a spreadsheet detailing the latest data on UN troop
deployments (unofficial)

I am getting updated quotes for trucking and flights at this time and will send through once [ have them.,

Can you pls peruse the document and get back to me with any points for clarification ASAP; my time
in country is limited and am leaving Wed or Thurs at this stage.

Pls also note my garding my ting with the head of the UNOPS, From the people here,
he is very well connected, fly's regularily to NY and seemed very interested in the ration contract.

Mecteld - can u pls place this on file and it is a copy for Steve K if he is in.
Stephen Bickerstaff
Field Logistics

Compass Global Transit Centre
Dordrecht, Holland

Find local movie times and trailers on Yahoo! Movies.

THC006046
12722004 CONFIDENTIAL
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Points — by Steve Bickerstaff

I had a meeting with the above gentleman on Thursday 25 Nov 04 to discuss various
issues with the forthcoming rations contract in Sudan. Pls find below a summary of
this, with many points pertinent to the forthcoming bid.

Past Performance ESS / Receat Bid on Sudan

Terry commenced with raising various points regarding our other contracts where
ESS had problems, from Liberia to the cumrent Kosovo contract, and stated that many
questions were being asked in NY as to our ability to mobilise another contract given
our track record (1 have no idea if he actually has access to this type of information
and how/if involved hie would be with NY as a contract manager?).

He also mentioned that for the laundry contract in Kosovo, we came in considerably
cheaper than Esko.

For the recent Sudan bid, Terry stated that there were doubts expressed about ESS’s
logistic plan in country. When questionied further, he indicated that this was in
relation to the actual in-land logistics and how we would actually effect the logistics
(ie specific details). He also stated that as some companies had good plans for
example the north and others the south, Due to this, he had campaigned for the
contract to be divided into regions so that the best company could be selected for a
different region. Also, it would give the UN a back-up to aliow a company to
overtake an area if one was not performing well.

Sudan Contract

The contract is divided into 3 regions as you are aware; south, north and Darfur. Pls
note the following points:

+  We must have 2 W/H in each regions with the required stockholding, however our
bid should include an option for savings if we are able to win two or more regions.
Te one x central W/H for both regions, with a distribution centre in the other, with
7 days stockholding.

»  He is concerned about bread. 1 indicated we were looking at mobile bakeries
which he was very happy with and said one of our competitors is doing the same
and had placed that in the original bid; which was well in their favour.

+ Headvised very strongly against using Khartoum as a logistic base due to the
costs etc (see my summery for my feelings at this time of how we should operatc).

+ For Wau, he said it may be received favourably if we look at an air option for
infil, CLEARLY stating that the reason we are giving this option is to keep the
integrity of the rations etc due to the poor road system and likelihood for delays
ctc (once again, pls see my thoughts for this in my summary).

«  imponation:

o Stated ESS will have the same benefits as the UN in relation to this (as
normal),

o Docs must be here 3 days before to effect pre-clearance (as we
reported from previous visit),
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o Indicated that SDV agent in Port Sudan was the custorms officer for the
current director of customs and that they are very close,

o UN will assist our importation for the first load. After that we are on
our own,

o UN wants us to consider using the same agent as them. e 1 agemt
who is seen to be the UN contact.

Indicated that rail is a very poor option initialty. This confirms our assessment
from our last Sudan visit; although it is something we should look at when we
have a stockholding established.
The UN will Ity have the rail inal rebuilt at al obeid (log base) and we
can tp into this.
The UN WILL NOT accept ESS opesating out of reefers. He stated we MUST
include chiller and freezer rooms for our W/H's, except for the rapid mobilisation
where we will be forced 1o use reefers until we can be established.
Back orders for fresh will not be entertained (1 think this is standard in UN
operations now),
The UN have no problem with ESS using local fresh rations if they meet the
specs, however, there is a caveat; The UN will not allow ESS (or other company)
to use focal fresh and insist on import if it is found that we are depleting the lacal
market and forcing local prices to rise.
Terry indicated from Khartoum to Abiyc isa 7 day trip and it is possible to travel
to here and Wau in the wet season (although [ dispute this).
Terry indicated that there are no W/H's in E1 Obeid (UN distribution centre) and
that we would be required to build our own. From speaking to contacts here, they
have stated W/H is avail. 1am trying to get prices for this.
Future operation of . Terry indicated the following for the future:

o The UN would do away with BOP A and BOP B,

o The current l9youpsinthemtionscalewouldbercducedw4or 5,

o Units will be able to order whatever they want up to the CMR (I raised

this would give us f stoc) g P and he stated that
it would be ‘eased in’ — in the beginning it would be a push system.
He indicated therefore that for eg chicken consumption will be

higher{(note 1 — need good price for chicken))),

o Contingents will go direct to ESS for orders, not through the UN and it
will be up 1o us to ensure that the unit does not go over CMR. For
problems with units orders, we however would go back through the

UN,
Other than the possible rapid mobsilisation, Tery indicated the latest update is that
the contract would 15 Jan with regional HQ in place then and with
troops in locations by end Jan for 3 x major camps: Juba, Malakal and Kassala of
2000 to 3000 trps.
Terry gave the latest troop data. Each site will now only consist of two delivery
points (note: for the bid we still have to work as per the RFP). | have included 8
table, which gives this latest data; noting it could change again.
We will be responsibie for 8 x 20 f containers of Military rations. These will be
stored in various locations. They MUST have a cooling system to keep them
below 26 degrees Celsius, or for og be insulated sca containers.
Terry indicated that if we do not coniply with mobilisation, then he will be taking
action to either reduce or nullify our mobilisation fee,
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. An indication was given of the nationalities of troops. They will be mostly be
comprised of Muslim nations. This is important for purchasing (ie most
likely/vol products used by Muslim nations and requirement for Halal),

. Bottled water is at 4 It per man per day. The UN is happy for local companies to
be used as long as we can produce cerfificate of WHO standards. { am trying to
get this at the moment.

Tndications on Competitors

As stated, some limited information was given on what our competitors are doing.
Terry stated that the contract was divided into regions due to certain companies
having “very good’ plans for some regions. He particularly indicated Esko here for
the South. Their proposal was for a supply chain out of Entebbe using a chartered
plane for supply to the Sth Sudan. This is a co-location of its supply base for its
Congo contract.

He also indicated that one company had put mobile bakeries in the initial plan, which
was received very well. Another company is purchasing its own trucks (10 to 12) to
effect the distribution in the North ie from PS down.

My Thoughts on the Logistic Plan

The main entry point will be PS, with stock then being detivered south from there. 1
recommend that it is trucked direct to EJ Obeid, however, if we want to pursue the
option of de-stuffing in a W/H in PS then that is an option. If we truck direct from
PS, it is ESSENTIAL that we have clip-on gensets available for mobilisation. I
recommend we pre-purchase these and position them as soon as contract is
announced.

For trucking, we can look at operating our own fleet or using the in-country truck
system. [ should have the prices through for this by Tucsday, so that you will be able
to compare against the cost of purchasing trucks. As 2 guide, you already have the
prices given previously in September.

If we de-stuff into 8 PS W/H then we will be able to deliver direct to Sector W/H
locations for:

- ElObeid,
- Ed Damizin,
« Malakai (dry season only)

However, 1 think we will still need a W/H in Khartoum or Obeid. We need to discuss
the PS W/H v's E1 Obeid W/H options!! (ie advantages/disad Jrelative costs ie

requirement for additional W/H however saving on Demurrage etc;

As Sudan is established into 3 a regions, for a central W/H I would recommend that
cither Khartoum of El Obcid be used; with my initial leanings towards ¢l Obeiyd. We
can AF direct into here if required from overseas and there is a good road system from
PS, our SPO, to this location. [t can then link into all regions we may be required to
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operate in. We look at establishing a HQ logistic base in El Obeid. Thisis fora

number of reasons including the following:

. ltwillbetheUNlogistiesbasesowewilll)beoo-locawdandl)possiblybeable
to tap into their log support,

«  The UN are going to establish a rail head there. Once it is operating (and we have
sufficient stocks on ground) we can look at this as a cheaper means of re-supply
from PS,

+  From what [ understand there is sufficient W/H or land to allow us to establish a
dist centre,

« It has an international airport. We can fly into here from overseas and then to
other locations i¢ Wau/Juba if required,

. Ithas a reasonable link into the Northern sites (noting except Malakal in the wet
season),

+ In the dry season we can deliver to Wau from there,

« Itislikely to be cheaper than Khartoum,

. We can use this in our bid as the option for a central W/H to Sesvice all regions,

« AF from here to Wau, Malakal etc in the wet scason will be cheaper.

The disadvantages for E1 Obeid are:

. Itisan additional 500 kms past Kharioum, and then we will need to deliver back
along the same route for ic Ed Damazin.
. We will need some presence in Khartoum (UNHQ) or have to travel their weekly)

For the Southern region, | strongly d that we i igate supply out of
Kenya into Juba. As the road is apparcntly mined, this initially could be supported
cither by air from E1 Obeid or from Lokichokio. W would need someone to look at
the supply chain in Kenya and investigate the possibility of using Lokichokio as an
airhead for supply into Juba (poss Wau depending on cost). Pat Kamal is apparently
the most familiar with this region from SSI operations. 1do not know if this is viable
on a cost comparison basis.

Stock-Holdin;

1 recommend more than the two weeks stockholding specified by the UN. Note that
the supply chain in Sudan is ly long and delays/complications will exub
and already difficult operation. The wet scason will also significantly affoct our
operation for the following areas:

« Sector HQ:

= Site locations:
o Rumbek,
o Aweil,
o Abye,
o Bentui,
o Waat,
o Nasir,

THC006050

ONONTINMOENNTIAT



106

o Kurmuk.

To counter this, [ would recommend that we propose to place significant stock

holdings of dry/frozen products in these locations (4 hs) and fly in the fresh
weekly, This will considerably cut down on our air hours. Negotiation will be
required with the UN and units for storage space and permission to do this. It may be
difficult for the frozen product but should be Ok for at least the dry. This was done in
Eritrea.

For areas not affected by the wet season, [ would suggest that we maintain a 3 week to
| month stock holding in a central W/H and 7 days in the sector HQ locations. 1can
also see that we could ague the necessity to have a W/H in one of the sector HQ
locations (Kagduli) if we have a central W/H at El Obeiyd. We could deliver from El
Obeid all year round to:

« Dilling,
- Kagduli,
+ Talodi.

uj au
Note I have not been there at this stage, however these are my thoughts:

Dry Season

+  Wau be supplied direct from the El Obeid base by truck for dry and frozen,

« A WH of 21 days stock frozen and dry is maintained (even in dry season, supply
will not be easy and free-flowing),

- Fresh is Flown in weekly to Wau or direct to site if possible for goods unable to
be purchased locally,

Wet Season

«  Request to the UN to increase site stockholdings on site to 4 months for at least
dry and hopefuily frozen,

= Increase the Wau W/H stockholding concurrently,

«  Fly in Fresh direct to sites by combo of Fixed Wing and helo.

Additional on Fresh

- Possibility of our staff visiting site locations and determining what is available
locally and the price. We give the site an ‘amount of money’ to purchase their
CMR quantity themselves and ESS deliver the rest by means stated above,

Note the above will be applicable for Malakal as weil.
Maintaining Cold Chain for AF

There is no facility for dry ice etc in-country. If we are to deliver by air chilled, we
will require our own facility or machine.

Equipment

THC005051
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Selection of equipment is essential. The distances in Sudan are very very long and

maintenance of equipment will be a difficult issue. We need to purchase squipment

that is:

» Heavy duty and able to operate in both extreme heat and dust (northern/Western
region) and extreme heat and humidity (southern region),

+ Equipment that is already in-use in country to allow a more effective supply of
repair parts and personnel able to service/maintain the equipment.

The local available equipment has already been specified in the reports from Sep (ie
Caterpillar for forks and gensets, Toyota for vehicles.

Rapid Mobitisation

There are four international airposts to airfreight into:

»  Khartoum,

. PS,

« Bl Obeid,

« Juba.

We would need to de-stuff from there and defiver to locations or have the military
pick up. 1assume this will be a reduced ration scale. Clarification is needed on how

this will operate and what the scale will be. I will try to get what info [ can from the
in-country UN rations manager.

Additional Information

The country co-ordinator for UNOPS, Mr Andrew Robertson, heard 1 was in town (___'
and came to the hotel to contact me. He stated that it would be received very well in

the UN if we put an additional appendix to our bid stating that we wish to assist

develop the country and can assist in such ways as training of local supplicrs and

farmers on food production, HSE standard port of goods etc.

As stated on my last e-mail 1 am trying to get to Wau and also Mahmoud to Juba. Pls
let me know what you need clarified from the above as 1 have limited time in country.
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MINUTES OF THE ANNUAL MEETING
OF DIRECTORS
OF

THC SERVICES, INC.
The Annual Meeting of Directors of THC SERVICES, INC. was held January 30,

1998 at Via Dei Piatti, 9, Milano, Italy. The following being all of the Directors of the
Company were present:

Giandomenico PICCO Cheirman of the Board
Ezio TESTA Managing Director
Dario FISCHER Director

Alberto LODIGIANI Director

Sandro ROBBIANNI Director

The meeting was called to order by Mr. GIANDOMENICO PICCO, who ordered
the Waiver of Notice of the Meeting which had been signed by all of the dixectors to be
appended to the Minutes of the Meeting and made part thereof.

The first item of busimess was the election of officers of the company.
Nominations were duly made and seconded and the following individuals were
unanimously elected officers of the company for the ensuing year:

EZIO TESTA Chief Executive Officer

EZIO TESTA President

WILLIAM J. ETHERSON Vice President Finance & Administration
WILLIAM J. ETHERSON  Secretary

The second item of business is the nomination and appomtment of EZIO TESTA
and WILLIAM . ETHERSON as Co-Trustees of the pension plan.
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~ The Board reviewed and discussed the 1997 results of operation and current and
foture plans as outlined i the AGENDA which are appended to the Minutes of the
Meeting and made part thereof.

There being no further ‘business, the Meeting adjourned.

Dated: January 30, 1998

4‘_‘; F1"C e
Gl

OMENICO PICCO

/ ALBERTO LO ' ﬂém&o ROBBIANI  :/
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MINUTES OF THE ANNUAL MEETING
OF SHAREHOLDERS
OF

THC SERVICES, INC.

The Annual Meeting of Shareholders of [HC SERVICES, INC. was held on
February 16, 1999 at Via Dei Piatti, 9, Milano, Italy.

The meeting was called to order by MR. GIANDOMENICO PICCO, who
ordered the Notice of the Meeting to be appended to Minutes of the Meeting and made
part thereof.

The Chairman reported that the sole shareholder of THC SERVICES, INC. was
represented and he then presented his annual report.

The Chairman then proceeded to the election of a Board of Directors to serve for
a period of one year and until successors are elected and qualified. Nominations were
duly made and the following individuals were elected:

Giandomenico PICCO Chairman of the Board j
Ezio TESTA Managing Director

Dario FISCHER Director

Alberto LODIGIANI Director

Sandro ROBBIANI Director

CONSENTED TO THIS DAY, 16 FEBRUARY 1999.

TORNO S.A.H.

7 -
BY/ZDR DARIO FISCHER
PRESIDENT
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225 Oser Avenue  Hauppauge, NY 11788 Tele: 516/952-1518  Fax: 516/952-1527

SN

&
’(‘ ACTION BY UNANIMOUS WRITTEN CONSENT

seésfcu OF THE BOARD OF DIRECTORS
OF
[HC SERVICES, INC.

The undersigned being all of the Directors of IHC SERVICES, INC,, a New York
corporation, do hereby consent to, and approve and adopt the following resolution
pursuant of the Business Corporation Law of the State of New York.

RESOLVED that in order to enhance sales and marketing initiatives in South and
Central America and other regions as designated by the CEO and President, the position
of “Vice President — Marketing and International Sales” is established.

FURTHER RESOLVED that EDUARDO L. AMBROS be and hereby is appointed
to the position of Vice President — Marketing and International Sales, effectively
immediately.

IN WITNESS WHEREQF, the undersigned have executed this written consent on
the date set forth below and direct that it be filed in the minute book of the corporation.

Dated: February 42 , 1999
{/ I'Mf/‘ ce r

GIANDOMENICO PICCO

(o) T/EST A B

e (\,L Cout/

FA N

ALBERTO LODMTANT SANDRO ROBBIANT :
P/
L/ ’
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MINUTES OF THE ANNUAL MEETING
OF DIRECTORS
OF

IHC SERVICES, INC.

The Annual Meeting of Directors of IHC SERVICES, INC. was held on
February 16, 1999 at Via Dei Piatti, 9, Milano, Italy. The following being all of the
Directors of the Company present:

Giandomenico PICCO  Chairman of the Board

Ezio TESTA Managing Director
Dario FISCHER Director
Alberto LODIGIANI Director
Sandro ROBBIANIL Director

The meeting was called to order by MR. GIANDOMENICO PICCO, who
ordered the Waiver of Notice of the Meeting which had been signed by all of the
Directors to be appended to the Minutes of the Meeting and made part thereof.

The first item of business was the election of officers of the company.
Nominations were duly made and seconded and the following individuals were
unanimously elected officers of the company for the ensuing year:

EZIO TESTA Chief Executive Officer

EZIO TESTA President

WILLIAM J. ETHERSON  Vice President Finance & Administration
WILLIAM J. ETHERSON  Secretary

The second item of business is the nomination and appointment of EZIO TESTA
and WILLIAM J. ETHERSON as co-Trustees. of the pension plan.
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The Board reviewed and discussed the 1998 results of operation and current and
future plans as outlined in the AGENDA which are appended to the Minutes of the
Meeting and made part thereof.

There being no further business, the Meeting adjourned.

Dated: February 16, 1999

é’ PR \P ree . A
- GIANDOMENICO PICCO

= / i
A?i:gERTO LODIG%I . SANDRO ROBBIANI
//
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MINUTES OF THE ANNUAL MEETING
OF DIRECTORS
OF
JHC SERVICES, INC.

!

The Annual Meeting of Directors of THC SERVICES, INC., was held on
February 17, 2000 at 14-09 110® Street, College Point, NY 11356, USA. The following
being all of the Directors of the Company present:

Giandomenico PICCO Chairman of the Board
Ezio TESTA | Managing Directot
Dario FISCHER Director

Alberto LODIGIANI Director

The meeting was called to order by MR. GIANDOMENICO PICCO, who
ordered the Waiver of Notice of the Meeting which had been signed by all the Directors
to be appended to the Minutes of the Meeting and made part thereof. )

The first item of business was the election of officers of the company.
Nominations were duly made and seconded and the following individuals were
unanimously elected officers of the company for the ensuing year:

EZIO TESTA Chief Executive Officer

EZ10 TESTA President

WILLIAM J. ETHERSON Vice President Finance & Administration
WILLIAM J. ETHERSON Secretary

EDUARDO AMBROS Vice President

ERALDO DEL VITTO Vice President

The second item of business is the nomination and appointment of EZIO TESTA
and WILLIAM J. ETHERSON as co-trustees of the pension plan.

IHC000024
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The Board reviewed and discussed the 199

current and future plans as outlined in the AGEND.

Minutes of the Meeting and made part thereof.

9 results of operation and

There being no further business, the Meeting adjourned.

) Dated: February 17, 2000

it e

GIANDOMENICO PICCO

. Z Qf; o~
_~ ALBERTO LODIG@fi

EZ10 TEST.

A which are appended to the
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DRAFT

TO: Gianni Picco

FAX:

FROM: David B. Chalmers, Jr.
DATE: August 8, 2002

Dear Gianni:

The recently reported July price formula controversy is characterized by two key issues,
whereby the current procedures for establishing price formulas have over time departed
from the guidelines outlined under Resolution 986, and followed until this year, to
today’s practices for setting prices which is drawing criticism by the industry and
detrimental to the firture success of the program.

Firstly, the primary areas of concern relate to changes in methodologies applied by the
U.N. Overscers for determining a “fyir market” formula for particular periods, along with
a change in the procedure for commumications with S.0.M.0. and industry sources with
respect to adhering to the strict guidelines under Resolution 966 pertaining to their
responsibilities. :

Secondly, as more widely reported, the procedure adopted over the past months by the
661 Committee, to hold formula prices submitted by S.0.M.0., with Overseer approval,
as resulted in a broad base criticism by the industry for not adhering to Resolution
guidelines as well as industry practice, which is potentially affecting the future success of
the program.

With regard to the methodologies used by the Overseers for determining fair pricc
formulas, it is evident from critical analysis of approved formulas over the history of the

together with discussion with industry participants, that over time the Overseers
have changed their methodology for calculating formulas and sourcing market
information pertaining to the components of each formula in a manner that could be
construed as more and more unpredictable, uncompetitive, or unfair over time. In fact,
many industry participants hold a very cynical view that the Overseers will adopt
whichever methodology that will yield the highest price for a respective period, in theory
to reduce any potential financial gain for contract holders, which in turn, could result in
the purported illegal payment of surcharges.
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UK PROPOSAL FOR A PROACTIVE PRICING MECHANISM

Since December 2000 the Iraq Sanctions Committee has continued to receive
information from the Olf Overssers that substantial sums of money have baen
withheld from the UN/iraq escrow account due to excessive leveis of premia
being charged by SOMO contract holders. The Committee continues to take note
of the infarmation supplied by the Off Overseers that axcessive premla could be
reaiised as a result of extra-contractual arrangsments, between SOMO and the
contract-holders. The Iraq Sancions Committes has hever approved such
arangemsnts. The Committes introduced retroactiva price setting in October
2001 with the objective of combating these practices, which are detrimental to
the OFF programmse.

The Committea continues to work towards its objective of maximising the funding
base of the OFF humanitatian programme in order to meet the basic
humanitarian needs of the Iragi population. In this context it sees jtas its
responsibllity to facilitate the smooth fiow of Iragi ofl Into the markets at fair
market value and in a manner cansistent with Security Councll resolutions.

To further this objective the Committes has declded fo increase the
attractiveness of iraqi oil to end-users and established traders by allowing them,
provided that certain conditions are satisfled, the chaice bstween purchasing
Iragl oil on a proactive or a retroactive pricing basla. The Commitiea will alsa
work towards Its objective of minimising the risk of abusive practices that could
lead to funds being withheld from the UN-Iragq account.

Tha Committee would therefore undertake the following:
1. SOMO AND CONTRACT HOLDERS

No change will ba made to the existing system of registration of national o
purchasers by UN Member States and SOMQ's discretion of awarding contracts
to companies of its cholce. The Ol Ovarseers are raquasted fo allow fora
contract holdar’s commission of five cents per barrel whan submitting their
price recommendations to the Iraq Sanctions Committes.

2. THE "GREENLIST"

Subject lo the Sanctions Committee’s appraval by way of the no-objection
procedure, a company wilf be aliowed on the "Greenlist”. The Committee will only
allow on this list those companies that are either refiners of Iragl crude oit or
established crude oll traders that possess relevant commercial experience in
lifting and shipping cargoes of crude off. A raquest from a company o be put on
the *Greenlist” should be submitted via the Oil Overseers and shouid be
accompanied with a completed standardisad questionnaire (aftached). The
questionnaire will contain relevant information about the company and its
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activities. Many of the companles that are currently invalved in the physical lifting
of iraql oll would be expected to qualify for inclusion on the “Greenlist”. The
Committes on a monthly basis would review the “Greenlist”. The Committee will
not allow the continued presence of any companies on the list that have caused
damage to the OFF progmmme e.g. by faliing to !ift the oli they have committed
themselves to lift during a particular pricing period. The Committes will not
accept companies that are affiiatad with companies that are already on the list or
which were deleted from that list.

3. PRICING OF |RAQ] CRUDE Of\,

The Committes will allow two alterative pricing systems: proactive and
ratroactive. .

The proactive system will only be aliowed under the following conditions:

o SOMO will submit {proactive) prices before a certain date. Such prices will
nead to be approved by the iraq Sanctions Committes. The timing of the
SOMO submission of il pricas should be in line with existing oll industry
practices. Prices would be fixed for a full month and the Committee will not
accept any requests for subsequent revisions of these prices.

s The company lifting iragi crude oil must be on the “Greenlist™.

« The [iting company should open the Letter(s) of Credit for volumes and
destinations of their choice within three New York banking days of the
Committes's approval of the crude oif prices. The volume(s) and
destination{s) cannot subsequently be changed and the Committee will, for
the purposs of deciding whether that company will qualify to retention on the
"Greenlist" In future, consider this as a lifting commitment.

« The Letter(s) of Credit should both include the name of the contract holder
from which the lifting company has bought the oil and the name of the
"Greenlist" - lifting - company that opened the Letter of Credit on the contract
holder's behalf.

» The Letter(s) of Credit should explicitly state the price as previously approved
by the Sanctions Committes.

The retroactive system will prevall under the following conditions:

o In all casas if SOMO has not submitted (proactive prices) before a certain
date or if the Commitiea has not approved these prices.

s if the lifting company is no longer on the "Greenliat".
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o |f the lifting company Is on the "Greenlist" but wants to it an (incremental)
volume of ofl for which no valid Letter of Credit was opened in time for it to
qualify for proactive pricing.

= Approval of Letters of Credit, and therefore UN authorisation to export the
cargo, can only be given if the pricing clause in the Letter of Credit reads :

*“The price shall be [proactive cases only — agreed price mentionsd] / as wili
be agreed [retroactive cases only ~ no prices mentioned) upon between
SOMO and the United Nations™,

4. MONTHLY REPORTING

The Oil Oversears will report to the Sanctions Committee on a monthly basis
recording any failure by a8 company on the "Greenlist” to comply with Ks lifting
commitment(s). In order for the Committee to decide whether such company:
should remain on the "Greenlist" the Oil Overseers will submit their report to the
iraq Sanctiona Committee as soan as possible after the end of esach month. The
Sanctions Committee will then, on the basis of the standard 48-hour no-objection
procedure, declde whether the company should be retained og the "Greenlist*.

6. REVIEW

The Sanctions Committee will review the effectiveness of this proposal aftar six
months.

8. IMPLEME|
The Oil Oversesrs will submit to the Iraq Sanctions Commitiee a detailed

proposal for the implementation of a proactive/retroactiva system no later than 1
August 2002.
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UESTIONNA IST

1) Full Company Name:

2) Registered Business address:

3) Name of contact person, telephone number and fax numbar:

4) How would you describe the activities of the Company?

- crude oll refining company;

« cruda oll trading company;

- crude oll refining/trading company;
- other (please specify)

5) If the company* is & crude oil refining or refining/trading company, has the
company processed any crude ol of fraqi origin during the past twelve months?

If so please supply the following information:
- tha location(s) of the refinary which processed the Iraqi cruds oil;
- whether the crude oll was purchased on an fob, C&F or delivered basis;
- The vessel nams, bill of lading date , discharge date and discharge
location of a recent delivery of iragi crude ol for processing In the
company’s refining system;

8) If the Company is a crude oll refining/trading company that has not refined any
crude olf of Iraqi origin during the past twelve month or if the Company is a crude
ol trading company, please supply the following information for thres recent
trades;

- Names(s) of vessels, aqual or larger than LR2 size, which were chartered
by or for account of the Company:

- Bill of Lading dates, load ports, types of crude oil and discharge ports for
thase three vessels;

BAYD4-01033



7) Sign and date tha duly filled in questionnaire and forward It to the
United Nations Oll Oversesrs at the following fax number:

*In question 5) and 8) the word "Company” is meant to include all its affiliated
companies. .

BAY04-01034
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FAX FACTS
DATE: _Y \,\\LDB

T0: Wy Bleco
. ATTN:
FAXNO: 21>-332.- 4970

PAGES AFTER COVER: 2| Paspar

FROM: _Daviol D, quﬁzm.mQ/,L

The ined in this Facsimile is d 1 and/or pr d. This Facsimile is
intended to be reviewed initlaily by only the individusl named sbove. If the reader of this
Transmittal Page is not the intended recipient or a rep of the d lent, you are
hereby notifled that sny review, dissemination of copying or copylll of this Pacsimile or the
information ined herein is p d. If you have fved this Facsimile |u error, please
immediately notify the sender by telephone and return this Facsimile to the seader at the above
address. Thank you.

BAY04-00475

BAYOR [USAL, INC 909 TEXAS AVE. SUITE 202 HOUSION, TX 77002 7132227100 #AX: 713-2248101 TUX: 408308232
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BAYOL
TO: U.S. Department of State
ATTN: Mr. Matthew T. McManus
Division Chief-Energy Producer Affairs
FAX: AN
FROM: David B. Chalmers Jr.
Bayoil (USA) Inc.
DATE: April 10, 2003

As per your request from Mr. John Irving (Bayoil, London), we are pleased to provide
you fax copies of the following correspondence:

L
i Correspondence from National Qilwell Co. (contractual supplier Bayoil) to
the 661 Committee Chairman.
if. National Oilwell vessel nomination (Kirkuk)
i{i.  National Oilwell contract U.N. approvals

i Correspond from Machinoimport (contr: | supplier Bayoil), to the 661
Committee Chairman

i, Correspond Machineimport to S.0.M.O.

iii.  Machinoimport U.N. approval letter

iv. Machinoimport vessel ination (Kirkuk)

v. Machinoimport contract U.N. approvals

. Do‘fumemnﬁon vessel “Hellespont Grand” confirmed to load Mina Al Bakr March
26"
i Vessel nomination Bayoil/Trans Nafta
ii. Vessel nominations Bayoi/KHRIZOLIT
iii.  S.0.M.0. nomination acceptance Trans Nafla
iv, 8.0.M.0. nomination acceptance KHRIZOLIT
v. U.N. approval contract Trans Nafta
vi*  Letter of Credit authorizations Trans Nafta
vii.  Letter of Credit application Trans Nafla
viii.  Vessel instructions (Hold at Fujairah, cutside war zone, for further
instructions. )

Best regards,

-

David B. Chalmers Jr. BAY04-00478

BAYOR ST (NG 909 TEXAS A4 SUTE 202 rOUSTON T2 77002 JEE
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An example of such practices as reported by industry observers in connection with the
July price controversy, whereby the Overseers have used a methodology for ca;culatmg
the U.S. market component of the formula by calculating average publ hed prices. For

other types of oil (i.e. Mars erude), which apparently rgﬂu.:ts a very different quality and
rmarket delivery period, while simul ly not dering reported market
assessments for Iragi grades applicable to the July lifting period.

Additionally, as referred to above, the p for ications with S.0.M.O. has
apperently evolved to & situation whereby the Overseers® office has pre-advised
$.0.M.O. prior to their submission of price formulas, the only price formula they will
forward to the Committee with approval, or otherwise imposing on S.0.M.O. the
methodology for calculating monthly prices. As such, thereis little chance of the
Overseers having to defend their methods of determining prices if they are simply
approving prices 5.0.M.O, hes itself submitted.

The second issue causing concem over the fiture success of the program results from the
practice this year, whereby the 661 Committee has put on hold formulas submitted by
$.0.M.O. prior to each lifting period, and approved by the Overseers, until the end of
each calendar month, resulting in the requirement for §.0.M.0. to re-submit an
acceptable price formula at that time. This so called ive pricing procedure was
reported to be recommended by cextain Overseers in theory to reduce the potential for
certain contract holders from paying surcharges to S.0.M.0., due to the fact that
imposing re-submitted prices at ‘the end of each month reflecting any increase in market
value over that time would accomplish this goal.

The reasons for overall concern over the recent adoption of this price policy and
continued imposition of such a policy are threefold:

Firstly, that such practice is in contradiction to the procedures outlined in Resolution 986
under the pricing procedure which could have a negative impact on the program integrity.

Secondly, that the practice is in sharp contrast to industry practice, resulting in a clear
prejudice of the program by key industry players, which in turn could greatly affect the
future participation and success of the program. .
Lastly, the logic for establishing such a retroactive pricing practice, for the purpose

deicribed above, lacks certain

For example, the policy does not recognize that in theory the U.N. Overseers have not, or
cannot, submit approved price formulas to the Committee, which already are calculated
with no financial allowance or incentive to pay & purported surcharge. Also, more
critically, the concept of applying any increase in market value applied to the final re-
submiitted price formula implies that Contract Holders, or Lifters are capable of
predicting the future of market prices, which will compensate for paying a surcharge.

BAY04-01027
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It is in the spirit of concern over the longer terms success of the “Oil-for-Food Program”
that the above points are raised with respect to the current situation whereby oil export
Jevels have been reduced and ere erratic, resulting from decreasing industry participation
and critical examination of the adherence to U.N. Guidelines.

Sincereley,

David B. Chalmers, Jr.
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To: Mr. David Chalmers, President, Bayoil Inc.
Fox #; (NN

From: Glandomenico Picco

RE:

Date: March 6, 2001

No. of pages (including thia cover sheet): 10
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MAR 06. ér{oi VB 15001 ?n; ABROCIATES — PadE. 2
SECURITY COUNCO. COMMTTTER RSTABLISIEED . . —SIAC-QSMWKJCOW.W
BY RESOLUTION 661 (1990) CONCERNING THS .- . 20 Pebrury 2001
SITUATION BETWEEN IRAQ AND KUWAIT ORJOINAL: BNGLISH

"

voremeave S/ACIN200OILAIINOCIZ - 20 Pebruary 2001

Sit, .

. The following report of the Oil Overscers was prepared plmsuant to the requast by the
cummm.smwcmcom—mmwmqlmm conceming thesituation
batwoen Irag and Kuwait mede it its informal meeting dated 13 February 2001, following the letter
dated 6 Februsry 2001 froro the Chargd a’Affxires, AL of the Permanent Misslop of the Usited
States to the United Nations uddressed to the Chairmun S/AC.24/2001/Cormm.83 - attached). In
this letter, inter alia, the Oil Ovecssers wire roquesied to provide  clarification on “what their
monitoring of the ofl industry has indicated regarding paymaent of the surcharge; am explanation for
Iroq"s ‘much lower than normal shipments of cradc ofl. in Jusuary nd December; The:value of
revenues logt to the Oil-for-Food program as a result of decressed il axporty; sad whether o not
there I Toom in the most rocent pricing mechanism propdisd by SOMO for imposition of 8
surcharge”. . i . . C

1, Background -

Tha questioxs raised have (o sommo extent been sddressed in the Oil Overavery’ Inttor dated 13
February 2001 addressed to the Chsirman of the 661 Committee (S/A0.25/2001/01L/Comm.06 -
attached): Some of the analysis contsined in that letter i» repeated bevo.

tuorduhphlnundwlmdin;oﬂhlmuIhllhlnukmpllpeh’lhcputtbw
Mithimwmtmummofmoncnluewinmmmdww ¢
between the different partics involved in Iraqi erude ofl exposts.

Amangy the pbase IX coniract holders thers ars very fow companies thal can baclassified 5
ad-usess of cruds oil, Many of the enrent coutract holders seem to be intermediaxies who are not
nown in the petrolcum industry. They wrs very smali in size and seem to have limited crodit
facilitios. This mudns that, due to the lazge sums of mopey inrvolved, they oftcn caunot opea letters
of oredit and/or oliaster ships on their own asoount. Is most cAseE the end-uscts (i.0. refining
compaoies) will not purchess fom tiess companies besauss of the limited possibility for
compensalion in the event of noo-perf An s conveq ofthis, théso hokders have
10 sell their oil to the (bigger) rading companles, which subsequently op-sell th oil to the snd-users.

BAY04-01164
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These tradiug compmiss_ ormally bave:the (crdtt) facilities th Tlow them to porform the
activities (bt cannot be sxecuted by the intermediarics. The relalionship betweea the trading
companjes and the interoiediaries appears to vary from being distant o an extremetly cloge wliance.

Tho curveat structure, as described sbave, has gradually svolved from a situstion o which
SOMO, by mnd large, were: #) dirootly selling to end-users, then b) werv sslling vis tradecs to
end-users asd now ¢), are selling vis internaediaries to teacers who on-sel) to end-users. .

hia means that thors are ofien at least two companies in ihe contractual chain botween
SOMO snd the end-user, both of which naturally want to make a profit.

2. Pricing mechanizis propoed by SOMO and OSP sesting

JOMO and the Ol Qverseera agres from time to time on an Qfficia] Sales Price (O8P)
{hut is Bxed for & cectain period, This period is normally s month but can be sharter depending on
- “the volatility of the markets.

The Oil Overseocs” objostive Is ta set the OSP within a band which fs detexmined by o
following bounduries: ' .

“The upper limit should be such that end-uscrs (L.e. refinecs) fnd the OSP levels stractive
cogparsd with altcmmative ceudes. Duo to volatility in the Toseket this can only be svaluated over
a cxtended period of ime. (Say three to four monthe). :

“The lower limit should be such that no structurn] trading profits sxcceding soms five
oents pec barel can bo made given the low risk pature of the task gomerally undertaken by the
intenmedincios.

The Oil Overseers are under 10 impression thal SOMO's recent objective of the price
svfting Is different jn two aspeots: .

$OMO seems 1o targer & price (OSP) that allows st least $0.20 per barrel profit for
tradury/Interasdiaries. . .
.SOMO seens 10 prefer w sce these profits 1o be realized on & cargo-by-curgo basis rathor
than gver an exiéuded period. Thia cxplaing the frequent requests for s (downwand) peice vevision
28 wa have Istoly experienced. This short termn view iu also confirmed by SOMO granting
contracts with s validity of only between six and eight wecks, rather than for the full six manth,
period which way customary, . '

nhwmbminmmmtmemdvmofdlomdumynumu
substantially du to chsnging mark conditions, The OSP for a certain period can only reflect
one set of market assumptiona for that (future) period, This means that, cven in the case of the
OSP being set st exactly (be “right” lovel, the markets will during that period sometinee valuo-
the crude higher than the OSP or sometimes Jowsr than the OSP. Fora frecly tradable erude Jiks
Iraq’ this can fead to prices in the market which are cither above (premia) or below (disoounts)
the OSP. Theae premis or discount represcat narmal oil industry commencial practice,

BAY04-01185
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-

JIf the current modo oftxporheouﬂmm. soms 100 nnlhoubmols will bé exported and
memmmuummmsmmmuummm: 3 billion ($3.5
billion). Iquﬂlwehnnmbmnwlmmmummvmlwmmdhm
at around Buro 6.3 billion (3 5.7 bilticn). . N .

8 Summery snd Conciusions

|)Mcmhdkmtbbbuhh-bmmmﬂyoﬁuuw-d-umu nxbmnlillprsm!l
over tha OSP's, Uﬂumnw&m&mmmwwmmtuw
Irng) could ba coonomically justified and could have been paid by some end-users, Others have
nfu'edbwmhuedlbmuotuwmmdtumcpuihmyufymﬂtbm-bm
uledﬁurlunhmwblpddtolmmmotﬂnUmwNwmm

b)hamwhunanbmml m-mldbueqﬂuddphhwhﬂmapﬂmudmo
have been cancelled and the oil was not exposted. This ajso explains (st lesst partly) why Iragi
cnldcoil.on:hbbml.hunathdednwpmwmwmdmwummpwbw
mouths.

o3 At he sacme tims some iraders who Béve been liiv&i&e”ﬂh'd&ibe&u Iragi crudé intd o Grlf
of Mexico nilght have ingurred losses. This hdmwukmg-nmpemwtheustnuhnﬁr
daliverod oit, which haa rocently deteriorated substantially, .

4) Dus to the short term profit perspective of SOMOs direct Custoniers it i -lmo-nmpmdhlew .
umOSPlhu;aM:ammnn;lummﬁlhvdunl\eqpbyu.rpbwi. ‘The Oit
Ovmhwcnynwdlynmudsivingmwnosrmﬂng!humveuwbmnﬂﬂ‘pmﬂt

hioh” in cass the markets deteriorats, Mmkldwmﬁicuonbﬂmaouowﬂu
,o.lo‘mm - L

The Oil Oversesss spprociate the mmend in their wmk'm the mpwn mcg Fecsive -
ﬁvm the Cummlltu

Auolpt. Su’. lbe mnnm ot our highest ccnndcunw
The Ov«seus '

BAY04-01166
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' ryis neod fo be comidered when addressing the specific queston o. whecher the OSP
. recommendad by the Ovorseens allows room for surcharges. Certainly, the lntention in netting the
OSP is ta mitigate the possibility of excessive preminbieing puid. However, the natarsl

Auctuation of the snarkee will mven thit regandloss of how tho OSP ia set, \nder somo ket

conditions there could be room for sucharges. ¢
" 4
3, Payment of srchargan
I would appear that since D sectiber, ond isteqtly only buy Irsqi cruds oil

3 can
4 & premiwm of 20 - 50 cents pec barrol over the.C on & free on board (fob) basis. *

o ki extan] if ny, tese precai e g usod o Y iflogal sureharges o Irag is
unknown to the Oii Ovtssesrs. Wheo divéctly asked by the Oil Oversedrs sbout surchazges the
State Ol Msrketing Orgaaization (S0MO) categorically deaied the allegstions.

Howeres: direst conticts ¥t iradets sndaid-user i the ol indusiry couficm In brosd

terms What his beetl writteit i the froféskional preds on thiy metter. - "
4 uwcrﬂwl normal shipments of Iragi crude oll n Januery and December

The Oil Overtoers axd of the opifilén it ekport lovely uc;n 0 Duve been noﬁﬁvaiy
affsoted wndar thosw conditions in which, fdr1égaF or cimmercial résscny, snd-users &S Tt. <.

popucd (o pey s mbsA PR,
. Phe vl of ik 515 0 G- Foodprogramms v

Duinig e inoiith of Deccisfbet 2000 (Pag wxporiod approxiautely 18 millics barrols of.
crude ofl, which is some 50 million barrels leas thun would have been expected. Assvauing #n
avorsye price qf $20 per baszcl, the roduced export level reflects a loss in roverraes of sbout $1
bilion for Decamber! - - TR e s e R T

During Isnuary 2001, Traq has exported some 31 million barrels of oil. This export favel
waa considevably lower than lisd bsen &xpected and, #t un ssumpd sxport level of 2.2 million
‘barrnlg 2 duy and an ol price of $20.80 per barrel, this seprescnts a loss of incerao of some §775
million for Janvwry. . - o .

_ Binoe the bégimuing of phase IX o 16 February 2001 abowt 65 miltion basrels of agi
orude 5l wete, sxported, iocluding 51 million barrels from Ming-sl-Blcr (78%) and 14 million
basrels fom Coyhan (22%). Tha valua of this cxport is estimated of Buro 1,481 million (3 1,348
swillion at the curzedt rate of sxchangs). ' Tl
ovmally Irngi crude oil exports per moath ara some 26-28 miltion barrels ex Ceyhm snd
38-45 million barrels #x Minz-al-Bakr. On the assurnption that the averago level of Iraqi crude
oil expont pex mouth is (coaservatively) 65 million barrels, then o Least 100 million batrels of
sxport volume bas been forgons up 1o 16 Febmary. Tn terms of money, some Buro 2.4 billion (S.
2.2 biftion.) in reveuue bas boew lost. '

BAY04-01167
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MAI; 06. 2001 (TU‘!] 15:0‘3 aor ;EHDCIATI-I . —
) Wmmm'mmmmv : * | YAG38:2001/QIICOMMDS
~  BY RESOLUTION 661 (1990) CONCERNING TRE H 000
STTUATION BETWEEN TRAQ AND KUWATT ORIGINAL: ENGLISH
: \ g .

seransnew S/ACZS2001/00/1330/0C0 . . © . 13 Bcbruwy 2001

sir, ‘ . v
With ruforencs tp the aitgehed comamunication dated 13 Rebrusicy 2001 ffom the State
il Marketing Organizsiion (SOMO) of Ira, mbmitting for the approvl of he Secuity
o sibuation

Frane'

Councll Committes sstablistied by resolution 661 (1 990) ¥ a
. Joaq amd Kuweit, Qe revited peising, mechanisms for loadings of crude ol during 13-28
ey 2001 I acconbanon with pauiziph

, ceords Y § wid 6 of thi Procsdures to be employed by
the Comunittes Ln the discharge of ifs résponitibilitien as tequired by poragreph 12 0f Security
') Couscil resolution 986 (1995), the Overseers have the bllowing assessment:

: "Gn.§ Febriaary tho Comazitios endarsed the sevised prioes (OSPs) Ror Februiry
" loading srude ofl.that i destined {ir the Butopoan and US markets. ~ STeh thn the
tirmotiveems o b cruds oil in Uicse miseker has detecloruied frther. & 7

Notwithstanding this gaterioration, end-nscis litve been confronted with fob offers of
Traqi arude oll which reflect in pcul 2 substantial premium over OSP's: sty botween 20

sould be justified economically. Fhere have also bom momenis however, st which the
econprmicd shiould Bave dictated & smiiler promium or even # discount, a3 cotld be expected
at this mament. However, no such redilced preamia or discounts, have ocourred for sonie

Export levels seem to have been negatively afrecr;d uader thossvonditions i which,
for legal o commercial rexscns, end-ussts wers ool prepared 0 pAY & substantial peauium.

The currca situation can be rized 88 follows:
- By far the targest part of Iraqi cruds oil is nowadays sold via middlemen and tradera

. i rather thon ditectly to end-users (refiners), The [ormer have a vary short tenn profit
perpeative snd often look st this [ssue on & cargo-by-caryo bavis.

BAY04-01168
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) -'ﬂnmukghhnwmwdinwsblwlyumlbeoﬂ"lfnrxwkudthtus:n
urrently oo kigh to allow miy sales to end-uscrs 10 1ake plaoe without the middiamerades
acocpting nogative or zeto promid. e
-Inﬁmvf-\d-mmstyluzprmhofnlunuwndm-umllpcrbamlﬂm
cﬂilmﬂymmmﬁ. )

hql;eoﬁtixtdf@éwml.tmoﬂthmﬂd Like to mike the following

observations: R : S Tl

: —ﬂnuﬁhwﬁcuuﬂcﬁmwmmmummhmomlwmm

ol the oatrs of the taal b SOMO and the sud-usecs:
-SM‘lmm'mhmmmih'mﬁmﬂmm .

mdcmmnofﬁnmﬂhubmdumglughhimainbhﬂﬂ-kth .
-malmwmmﬁwhmmbyﬁroumofwn;

mwmm-mmwmmwﬁmmmwumbm

chosen by SOMO. . . .
"« “Thix opnérwctisal structure’ asks for miurkes tosporsive priving ind, & the Qil
Ovataoers do not. allow a substautial buili-ln “pralJt cushica’,; priéd Hévielons may ocour
. more ofien tf markets movolatile, DU e e
 «The Oll Oversde mmndﬂmmﬁémwwwmm

cn saly o in one direction (i.6. doyrwaia) oo there Is no mechidaism, sput from
SOMO's requeat, (3 ipareese prices . T T T e

-, Notwithatsnding the observations above, given the current situstion. the Oil
Gvessooes wopl iy 1 Fyopcazaend to Y Cornmitics the proposéd SOMO adjustments of
the pricing mechanismy for US- éid Buopein dextinations for_loitiings -during 13-28
Fekwoary. o ' s DT P

o TeCreme

Alexandre Kramar " Morieo Buws Jeases - - Micbel Tellings

BAY04-01169
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S } | ‘
" BCURITY.COUNCIL COMMITTSE ESTABLSHED - SIAC.25/2001/COMM.83
p . 7 February-2001

ORIGINAL: ENGLISH **

RESGLUTION 641 (1¥90) CONCERNING THE
- STTUATION RETWEEN IRAQ AND XUWAIT

The United States Mission to the Unitod Nativas proseats its compliments wde. - -
Chiainnan of the Security Councll Comunittes astablished pursumt fa&m“l ]
(1990) conceruing the sitoation batweon iraq sad Kuwsit and would mmh -
oppoymty to shars our concens about the ol pricy mechaiom, The Statés

i ¥ mants regarding fraqi oif prices. We .

. arly difficult for the ovorsens to oarry out-thaie

) mluﬂhwnunmmlwm.mdmmlnm of theit efforts and

© professioaativm. ‘

Our auppost e the dvapvesty asséavinants has eds based onthe sssucpiion et a filr.
wmurkel value prico offors dus 63t ffeciye prgtiition against ‘nll putchaset beingdn ..
e Bnencisl position to pay any unmithorized airahirgs o kickbatk & the sellei; We brw
very toubles, thersfore, by configuing reports in the business press and ‘conintinications
we have recelved flom companies that SOMQ is damanding, W somu. il huyess &

- puylng, & surchissge of 16-50 cenws & barsl, 19 b pald drecily © liag., Althoughthis ks
clearly 'a contraventidn of UNSQresolutions, 35 well 4. »3ilien ingtruens JuRied o

all buyers by the with the agn of the 661 Commitee on Decomber 15, o
2000, some roparts indicate that many buyers are nol stitl oot awerw uithess fatts or.me e
simply ignoring them.” A Februscy 2 meport from Reutare in typicsl, and it optlings & very ‘
sophisticated surcharge moebanisns Lhat-has bee) changed in rvaction © market: .

K eted the oil

ko consistcolly supp
recognige that it has been

“lzaq has roeanwhile eased its ol surcharge demand consldcrably fiom
i am inltigl 50 cents per barrel over the official selling price; dut the

“ traqi government -is by 1o means backing dows frou. ita policy. .

W Indeed, industry sources sald lraq has softened its cash réquost in » bid

g . 1o rofless mackse comDtions. "Rstosclive o December 1, lifters 1o
Europs must pay 38 ceots a barrel and liflers Nothy’U.S. must pay 30
certy & barrsd,” sald an efficial in the Iraqi capital. "Some customers
have paid the 40 cents und they will be reimpursed the diiference.” -

BAY04-01171
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MAR. 06. 2001 (TUX) 15:06  GDP ABROCIATES R PAGE. 10
oWt i _

" Jeis tmp that i ot d o the Commivee & pricing mechmins
That leaves room fie 8 surchangs. W requent that the oil overscors prepare & written
report 10 the Cootmitiee oa this issue to include: what their motitoring of the oll imiustry .
Bus indioated rogaeding payment of the sorcharge, an oxptmation Cor Ireq's touch lower
ihan normal shipménts of arude in January and Decomber, the valns of rsverass logt 5o
the O-for-Food p 48 2 Tomuk of 1 0il exports and whether or not thers is .
oo In the fost receut pricing meshonism proposed by SOMO for imposition of &
surohmrge. We furthar requm Lhas when the repast Is oosaploted, the overseors give &
muwmmmummm_maxmm.

‘While we o not chjuet-to the pricing mechmis proposed In your note of [ Febroary,
we bope that the overseers repost and prosentation will provide the Coumniltes with &
basls for barproved evaluations of fahaw pricing mechanisns sud conskisration of sotions
o yddress problame.

M.mmwhﬁhwhhcmndnmofhm
Acoopt, iz, the saurences of my highon considmation,

Sincecsly,

20

BAY04-01172




Appendix G

(((((



146

BAYOL

September 3, 1999

MIT H
We herewith confirm nover to bave sold direotly or indirsctly to Istael and fusther

confirm thex this pollcy will remuin permanently in Gace duslng the entire: validity of cor
contract.

w,n,/\_;'/ - _\/

Augusts Glangrandi, Chairman
For axd on behalf of
Dayoil Supply & Trading Lamixd (BUTCU, Bahames)

Signed.

Swarn to a0d subscribed before me on this $¢ day of Septombef, 1977,
d

JATOH, SUPRLY & TRADIME (1

S
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Houston,
November 25, 1998

Urgent

By Fax 011 i,
To Mr. Sergei Sharapov

Dear Sirs:

Please find our nomination for Basra Light Crude oil.

Please note that the above vessel is fixed, no subjects, and herebelow please find the
vessels particulars.

Quote:

RE: "WORLD CHAMPION"/BAYOIL C/P dtd 11/25/98

WE ARE PLEASED TO CONFIRM THE FOLLOWING FIXTURE WITH ALL
SUBJECTS LIFTED AND FULLY FIXED.

CHARTERERS: BAYOIL SUPPLY AND TRADING
OWNERS: NECOMARK CO., LTD.

VESSEL: WORLD CHAMPION EX ANDES MARU
BUILT: 1974

FLAG/CLASS: LIBERIAN/NKK

SDWT/DRAFT: 273,150MT/21.033M SSW

LOA/BEAM: 337.085M/54.4M

KTM/BCM: 63.5M/153M

I1GS/COW: YES

CUBIC: 98PCT 328,757 CBM EXCL SLOP TANKS
GRT/NRT: 131,842/99,486

ALL DET ABT WOG

LAST 3 CARGOES: OMAN CRUDE + ALC/AHC, ALC, ALC + AMC

FOR ONE VOYAGE, P/C MIN 265,000 MT 1/2 GRADES NO HEAT CRUDE
WVNS ALWAYS CONSISTENT WITH 21M SWSD

LOAD: 1/2 SP AG EXCL IRAN/IRAQ BUT INCL AL BAKR

LAYCAN: 0001/2359 HRS NOVEMBER 30TH CHRTRS TO
MAKE BEST EFFORTS TO LOAD EARLY.

DEMURRAGE: 28,000 USD PDPR

ASBATANKVOY

Unquote.

Vessel had never traded in Israel.

Ludmil Dionissiev s /§

g
For and on behalf of Bayoil sV /4
/.f/f?///

SNT 004588
SNT 004588
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Phases of the Oil-for-Food Program

Phase

From

To

Authorized by Security Council
Resolution...

10 December
1996

7 June 1997

SCR 986 (1995
14 April 1995

I

8 June 1997

4 December 1997

SCR 1111 (1997
4 June 1997

111

5 December
1997

29 May 1998

SCR 1143 (1997
4 December 1997

30 May 1998

25 November 1998

SCR 1153 (1998
20 February 1998

26 November
1998

24 May 1999

SCR 1210 (1998)
24 November 1998

VI

25 May 1999

20 November 1999

SCR 1242 (1999
21 May 1999

Extends phase VI until 4
December 1999

SCR 1275 (1999
19 November 1999

Extends phase VI until 11
December 1999

SCR 1280 (1999)
3 December 1999

Vi

12 December
1999

8 June 2000

SCR 1281 (1999
10 December 1999

VIII

9 June 2000

5 December 2000

SCR 1302 (2000
8 June 2000

6 December
2000

3 June 2001

SCR 1330 (2000)
5 December 2000

Extends phase IX until 3 July
2001

SCR 1352 (2001
1 June 2001

4 July 2001

30 November 2001

SCR 1360 (2001
3 July 2001

Xi

1 December
2001

29 May 2002

SCR 1382 (2001
29 November 2001

XII

30 May 2002

25 November 2002

SCR 1409 (2002)
14 May 2002

Extends phase XII until 4
December 2002

SCR 1443 (2002
25 November 2002

X

5 December

2002

3 June 2003

SCR 1447 (2002)
4 December 2002
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Meeting with the Committee
March 8/08
930, 15™ Floor conference room

Agenda

Commiftes mieets privately

March xx, 2005 Interim Report
a) Unteena/Kofi/Kojo draft chapter
b} Re-interview Kofi Annan?
oy Nair

;N

Work going forward, especially mid-year report. See “Landscape” doe
Tracking work progress. See draft fracking table examples
Adverse Finding Process

US proposal re presence of SDNY vestigators at State Dept interviews

- Letiers ta witnesses warned aivay from talking to HC by the FR}

Payment of Pierre Mousellt's Jegal foes
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Meeting with the Committes, March 8, 2005
Richard G&Idsmns I

SORNRERE SN <o b:rt Porton N Pl Volcker {&Mark Pieth by
phone).

PAY: Not rend the latest - only bits and pleces. Going over fundamental points
and then Iots of questions about remaining work: Are there any open guestions that have
to be done in the next few days? May have some baring on what can be smd, Creneral
" fesling ~ Richard haswritten somie stuff, as did Mark, T am in agreenient=

RiG: Express my views whick reflect the other views — at the outset we have 3
great-desl of admiration for the ingquiry. Hugely detailed and intense. Unigue to the UN
Will go tothe credit of the commities and we are very greatful. The investigation must
all stay in, no question about not feporting everything we have found, My general:
comment i3 that many parts of the report — well, our problem iz with the ﬁgzdmgs They
should stay at fhie end and not be at the beginging, My general comment is that they read
more like & prosecution cass than a Judgment, which is understandable bmuse it fas.
been written by prosecufors.

There st nearly adeqguate refermm 10 the version of the SG or his demais -
nesd to start 0ff on the assumption that he is innocent and go from there. The hurden is
on s and wie nesd 1o start with his dentals, Can’t make an assumption without regard to
his denial that he didn’t remember his meeting with Massey., We have to miake a positive
finding that neither hevor Kojo was relevant to the choice of Cotecna. 1t isa crucial
finding sand we need to make i positively, notin the current fashion, :

Next crucial issue relates to the knowledge of the SG - this is a debate that Reid
and T have been havmg for weeks. 1 am really not dble to find, even ona b S&m& of
probabxknes that KA bied fous when b said he didn’t rementher o7 that his memory was
tefreshed. 1 did not Bet the1 mprasmon in my two interviews with hing that he was lving,
He wasn’t ﬁ:m most impressive witness, but T wouldn’t reach the conclusion that he was
bemg dishonsst. Can’t make a positive finding that he Hed about Massey pammla:riy
given the fact of his schednle Massey is clearly & crook and he would not Ukely have
raised the Cofecna contract with the SG at that meeting. He would have been af least:
fearfol that the S0 would have blown the wistle. We know that prior to that thers had
been given 1o the SG a package of lies by Cotecha anid his son. There was clearly
conceabment which is inconsistent with his being & party. This is the view at {he moment
of the three mambiers of the committes that he did not have s conflict of inferest in fact
snd we have to make  positive finding to that effect.. Other people will vome to other
views and if we get flack, then so be it. No reason to shrink from making a positive
finding. Clearly there was a potential conflict, and had he known — if He kriew he should

have done something about it. So my ultimate conclusion is that the adverse findings we
van and should make agamst him relate to the investigation he did later, |

1 Bave other lgss serious prohlems with the wording of the findings. I think there
is a fundamental difference in the findings against the SG and all the other people ~
Sevan, Stephanides ~ because we could only make this finding on the basis of
circumstantial evidence and the testimony of witnesses who lie. We have no smoking
guns. It is really & question of his dendal on the one side and whether there ig sufficient
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evidence on the other side lo disbelieve that, 1 don’t think there is, but we med to discuss
it and T am not suggesting that everyone needs to agree:

W COne part of the findings talks about the SG beingina pcsmcn ta Tnow -
should have known ~ whit are your feelings about this?

RGET don’t know what that means and T don’t see how it takes us aﬁy ﬁmhm'

@ © apree - Twas troubled by that.

I /bt about the recent information that has come io light fc}r exampleon
paragraph 6. There is lots of information ot there that we bave not et found. We will
continue to find things over the next few months whether we like it o not.

RG: That's fine if the investigation has'to go on,

N o yﬁsterday they produced documents that we had never seen.

PV The question is ave we missing something?

@ Email has to do with a fax that Kojo apparently sent to the SG md that

. paragraph 6 was based oni this. Appeam to place him in that chain,.

BV Thatis one of the arsas | ar confused ahout:
Mark: But it comtains false mformatmn :
RO But should he have known that
‘ This s the fax that they produced.
R{G: But ] ang not sure this takes it any further.
- s the 8G .
R¢E: Bot he said the mfe came from Ko_m
Mark This i an example of where we riced 1o talk to him again.
RO But where ﬁees this come from?
$8: From the SQ's attorney. :
~ RG: But this wasn’t found in the UN: :
* Mark? what is'odd is that we are getting info ﬁam the SG's coumei on other :
witnesses that we have talked to-and they continug to produce things after tﬁey have said.
they produced svezyﬁung
RG: 1 don't see why this takes anyﬂung ﬁmgr?
W | think it completes the picture. Tt shows that the source of the mfa is from:
Catecna nd it is sent from Wilson sentitto the SG. i
RG 1 don't see that this takies my anglysis any further, . : :
Mark: the thing that bothers me about this i that this information wasn’t available
when we questioned people. There may be a chance that this would have bien helpful
R{G: What bothers nie about this docurnent is that it is exculpatory 1ot
mculpatory.
BAV: 1want a brief description of the two letters. What happen&d‘?
8 1115 unclesr bow the signed vession evolves,
PAV: Idon’t getit. Koff called Riza, right? Then what? Can someone write
down achronclogy of the Connor report for me?
& When all this happens the 8G s not in NV and i {s fiot & rcport it is just for
internaj information, not for the publie;
PAY: ‘What was done with the memorandun at that point?
RP: Press conference by Mills saying they had Jooked into the z%sues
PAV: Se it was an oral response to the guestion.
RP: In 2004, they make additional statements and refer to # as an mvesugatzon
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PAY: When they referred to it is 1999 did they have the longer varsmn”’

REP: They were using the longer version,

Wl Aren’t thire three issues: one is was it appropriate for the SG m mjcct himself
into the fact Bnding process:

RG: Tdon't know any father who wouldnt do rzsxact}y that.

48 Thai is one issug and the other is the questions we cant answer, and then the
third issue is what did the UN dp with the information?

: RG: 1 find nothing wrong with the SG &omg those initial i mqmnes as fong as he
" reforred it 1o Riza, which he did.

PAY: What bothers me is fhat ne one in ihat erganization has blown the vistle or
hinted after all this time - explain that 1o me,
: Mark: we don’t have people like that,

$8 Part of the reason is that a}mast everyone who works there canl mﬂy stay in
the US as Tong 48 they are in the UN

* - PAV: Didn’t seem to bother them when they were dealmg with t‘ne xssue of sexuai
harassment.

“ One passfbxhty is thaf; there is nothing wrong.

PAV: That is what I am wandering:

Mark: Twould never rely on that,

RP: No one came forward in the 1996 process, !

M| e obe has even come forward on Sevan, even after our repam

RG: Well he was a small time plaver,

- Mark: 6+ that's not rue. There is more info,

RG: Weik 1 hope so! :

May aiwwaamgamaﬁerth@end of the year, $6 no one is going o trast s
- PAV: P not drawing sweeping conclusions, but Tanafraid that we wiltde this
mpﬂrﬁ and then someone will leak something.

Mark: there may be a range of more sinister thmgs, but it is a real pmbiem that nio
one knows whe wrote the note:

PAV: But it s not illogical that the guy Whﬂ is dead wrote it,

RP: Either Mills or Riza. .

@ 1 1ike Riza - and the 5G says Fdza gave him the unsigned version.

Mark: Eckhard and his assistants immediately send out feelers when something
tike this happens,

PAV: Let me agk the opposite question ~ you talk to 8 Iot of peopiﬁ who deny that
thire was any influence in the progess. Do you suspect that anyone is not b&mg candid
about influsnce,

RP: There is an open question about DIP and what happened ﬁxerc

RG Ts thers any evidence? .

RP: There 5 a Cotecna employee who says “if vou find the person y wxﬁnn the UN
who drove the cost increase agreement, then you will find the person who made the
agreement with Elie Massey about the increase. Then we Have the whole communication
issue ~ there was a timeframe prior to the RFP when Llovds submitted & proposal with aft
of the complicated technical info — this didn’t get included in the RFP. The technical
people say they don’t know why Scheer or Sevan didn't include it Scheer says they
made 2 mistake.
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W What was her explination?
RP: She doesn't have one.
B: What about Jeremy Owen?
RP:-Heisinlondom
88: But weren’t they still lower? : : e ‘
RP: Bure, but you can’t look at that in isolation because of the continuing ©
increases: PRI :
: PAV:Are vou suggesting collusion?
RP: We don’t have evidence of it,
8 Are there similar amendments 1o Lioyds?
. 1t almost doubles, ~ i L
RG: But look, this is not Kof, shouldn’t we stay with that? - o
B: but we do discuss the fact of this amendment in the report, but it s left
L PAV: Well my general feeling about the repart is that if vou accuse him of lying, .

e is gone and I don’t know if we have the evidence to make that accusation - but, we -
have a lot of unexplained business. ‘The facts will speak for themselves, but we can’t
conclude that he lied. But other people may conclude that. e :
. @ Do you want the findings to say that the inconsistencies speak for

PAV: Idon’t think so. ERE L L

RG: I would have to go further, T was af two inferviews and I did not get the
impression that ho was lying, , , ~ 5

RP: Well, Idisagree ~ 1 thought he was not forthcoming: Do | hav - proof beyond

- #reasonable doubt; . Lo e
1did not think he was consciously Iying

- RG:1didn't think he was impressive but [ did ‘
tous. It wis more incoherent than a dishonest version. Someone who cieatis a dishenest
versionsticks toft. ‘ S S S0

L RE disapree with you. Sometimes when sonieone creates a story they have s
hard time sticking to it becauseitisnottrye. N
. W1 don't think he knowingly lied - I think he got himseif badly conflicted over
his duties as SG end father. Culfurally there are very strong drivers in his own culture to
look afler family first, That is the maximum that ] would say. He may have beers
Incoherent of vaguely recalled these things - I don’t think ke was actively Iying, Tn the
kind of job that be has he sees hundreds of people every week. © P
RG: The big issue ia whether we can Sd, 6r whitever test that we find to be
appropriate, is whether he knew that Coteéna was competing. L
RP: His testimony is conflicting, but when you put it in context of the whole, do
you disbelieve everything that Wilson said about his meetings and then you sombine and
overlay that with the 8G’s confused testimony. And then you add additional facts to the
whols picturt. They may not stand on their swn to string somsone up for lying, bt they
arethere: There I the September 18 meetinig - of course he could have forgotten, but it
is more umsnal 1o forget a meeting with your son’s boss than another person. You start
adding up a sollection of individual points - maybe no one of them 1s sufficient alons but
when you add them together Ldon’tbelieve him on our standard of proof.
W What don’t you believe? ’
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RP: 1 believe that he knew of Cotecpa’s interest in the conteact hefaw Dec. 31.
1998 anid that he had discussions about the conflict of interest wit his som before then as
well. He may not remember that now, but it is 3 reasonable inference that e is Iying.

RG: Assnmmg he knew of that conflict, why didn’t he de mmhmg about it either
Way‘?‘ :
M He says bis son would resign.

RG: But this is'carlier -

RP: The conversation with Wilson takes p}ane bcthsen Lieyd’s fal} ot and
Diecember. e

RG But ke could have blown the wistle without hurting his mn, s why dide™t
he?

) R}" 1don’t know why =1 could speculate There isa political cmt ta doing ihose
things.

R{’} I put into the wexghmg exercise the cost of his kzmwmg a:baut it and net
doing scmet}ung

88 What would the cost be? ~ ‘

RE: Savmg that his son worked there and they Were campetmg

PAY: But he met Massey eaﬂzer, nght‘? What was known on Saptamber 18 when
they mei?

98 Taplaing.

PAV: 8o we don’t know that they knew the contract would be mom;ng up for bid?

REy Mo specific info, mo.

PAV: Suppose they did know and they mentioned it in the meetmg, why woulda™
the 3G }mve dope something? ;

# This is what i not 1 n the wparb Ttisa ane sx&cd report and yoi
these gu&smm in t}}emxx‘

PAV: I would think that he would have said ta getmy son the hell aut of there.

RE: Of course, but Thave puta lotof people in jail and nene of tham had good
sxplanaiiens for what they did -

R This is some svidence that he didn™t kmaw -

BP: The 3G tells us that He told his kida to stay away from the UN and then KQ}Q’
is atfending the GA mestings.

FAV: Thereis s lotof evzéence: that Koje is & problem. :

RP: T goes to your question about why he did riot extricate Himself and his son -
from this situation— well; ke wanted his son to stay away from the UN and ther knows
that he does not and doesn’t do anything,

1 e bad problems with this from the start ~ there is no pmblem with the
fact that he e at the meetings,

RP: But what about the series of memios saying machinery, etc. |

B Those could be finocent. :

RPr Right — but we don”t know either way.

8 Vou are makmg an assertion that T can’t agree with.

BP0 ‘

Mask: one of the difficulties T have is that this comes down fo :hca behavior of the
particular official in question.
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Q 1 don’t think there Is any question that Cotecna hired Koie far hxs connections
and Kojo was only too Rappy to tade on his name,

PAV: There is no question about that. Tell' me about Kojo gemng the oil
allocation. . thought that was when Kofi old hind again to stay awny wrt ¥ amani.

o wall Kojo asks o be put in contact with an oil oversesr. :

PAV: Well did they stay away after Kol told them to ornot?

RP: They resigned from the AHT board of directors.

PAY: Sodid they stay away orniot) ' :

RE: We don't icm:w because we have fio ﬁnam::al information. Eﬁp}mns about:
Hazy els. :

PAV: Was thers aity evidence that KOJO wWag mvolved in t}us a&lm;anon‘?

B Mo - not for this company. .

PAY didn't they talk to the Tragi ambassadar?

RE: We have people i interviewing hira tomorrow. :

" @ and they then Bad lunch with the SG and told him aheut thxs

@B So that is one areas where Kofi had knowledge and didn’t do anything. That
s the pomt thathe saymg one thing and dcxmg other things that cantlict | policy

RP: Mouselli isno anpel but he is alsonot as bad a5 we thiought, Explains. Hels
tio doubt & shylock, but maybe not 2 eriminal. Says that he s;gned a contract with
Mouselli and Cemna will pm&ucc that tomorrow,

- I When we have the staterments in the report about the lunch w:{!; the SG to
my recoliection 11 is the only time that we have mcluded inthe teport ﬁ:e s:tatemf:ms of an
individual that is not conobarated .

R’P ’l‘hax is mﬁ tme

this issue if;}armng out ihm of his attomeys fees &o we have fo disclose i m the repott
that we paid for his altorneys fees ‘

RG: § don't know about this;

~ u explains that we can’t use his tesumony urml we deczde wize&kﬁr or not we
©‘pay for hiy attordey’s fees) :

#8: 1 have concemns about Msusetis 5 testimony thh regpect to me visits to the -
Tragi cinbasay because it could have been for a fof oF reasons,

RG3: I we are poing 10 put those in the report, we have to agk the SG ’I'here are
two ways of dedling with it - put it in and don't attack credibitity or putit *ﬂ him.
Speaking for myself I wouldn't put much credxbxhty on what Mouselli says

 Why not?

RG: Ben,aﬂse having regard to Mouselli’s past; his connection to K.D_w, hig
uncertainty with regard to the staternent.

RP: He wasn't so muck uncertam about it happening as about the sgeczﬁcs in his
INEMory,

PAV: What ars we ﬁaﬁcmg about?

RP: The funch meeting in Africa with the SG on September 4, 1998

PAV: and repiing e what they talked abotut?

RP: Cotecna’s business in Nigeria and going to the Traqi embasay and their
interast in the oil business, |
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RN The issue ¥ am raiding is that if vou want to tallc to the $G them itis
logistically difficult. -

PANV: Why can't we show him the report?

@8 We haven’t done it with anyone else.

PAV: Tdon't care! Why ¢an’t we make an exception?

Mark: you will fight over everything with his lawvers.

WM Much better to re-interview him.

Marle: 3 vou want o lay out more facts in'a letter, that’s fine,

@ 1 don’t think we should give a special deal to the SG.

PAV: Lhave m open mind ahout it. Your not the onie who will get cm:cxzed, 1

“ We havc logistical problems with his being away m& the mnmg
PAY: 1 agree Maybe impossible, -
“’ We nght just have to deiay thie repoﬁ aweek. Weshould fo}k)w the same
pzocedwmﬁ o

PAV: Bither Koﬁ 18 gane orhe is not gone, It is not d&penﬁent on Ens lawyers:

‘* I'wouldn’t walk him through the report. Do an interview, and :hen the satng
kind of adverse Andings letters we did for sveryone else.

0 According to your plan the most damaging parts of the rapertwm et be
disclosed o the SG because they are not part of the findings:

@M But he has been asked about all of these things already. |

RG: There are ﬁu&mgs agaiust the others that 1 agree with, but thay should be
miore bals&m& by reasoning.
b Clearly we conld go to wh&revar the 8G is and mtemew hitm %there:
Well the sch&dule isn't vtk

‘:’ 1 den't understand the point made abcmt the ﬁndmgs‘?

R:Iam pammﬁarly talking ab(mt the findings on the Masseys. I{thmk wa nee&
10 give the ressons behind them.

PAV: Givs me thie rational shout why we are making findings on th& peopie
oulside ﬂ'xﬁ UN?

: Because ou.r terms of reference include ihe UN contrastors.

“: On the findings when we talk sbout i improper influence ...

R Butif we go along the Hnes that I think we should go, ﬁus is ne:)t going to be
there.

AR T do thivk we have to have s finding about the P and how th&y fell down by
not dotng the inguiry,

B I it against the dﬁgartment or the individusal? We delt with this }ast tirmie

RG: Com ¥ just ask - should the lack of a proper inquiry be somethmg that should
have been delt with by the auditars?

B 1 think so, ves.

REG: ¥ uo, we should say somethmg ,

W There is 2 fair arpiment that both the internal and external aunditors missed it,

PAY: Lam bothered by ths fact that we make these findings and the guy gets fired
for a mistake ~ he gets killed:

Mark: we can say the PD as a systemic fatlure,
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8 | disagree - the big thing is acoountability and how can you make that
argument sgaingt a department?
Mark: then I would distinguish it from the findings we make against others for
illieit activities, ;
&: I in our read Cotecna shouldn’t have been in the door and should have been
disqualified, and no one picks that up — he was under open indictment at the time.
@B T just think i is a hole that needs to be filled. ‘
RG o, ;
#: Then we need to decide whe is responsible — the only infb that comes into the
UN about this a first comes 1o the 8. This was in the Times in Jaruaty 1998 apd the
fact of the indictment was in June of 1998. It is clear in onr current draft that they never
should have gotien in the door under the rules. But if we are going to lay blame at
someone's door and we only do so at the PD and not the SG’s office, where the fix
actuaily came ... The contract is continually re-upped despite the charges remaining -
pending. . ~ : R : ?
RiM: We only recently learned that this rule was in offsct.
RP: Rule came in March 1598,
@ 1t was a part of the overall reform of the procurement office.
MU: So if we hit people we may have to hit the §¢ on this,
@ 1 just wonder if we need to discuss this in the findings,
B 1 agree. ,
. : There is even more information I want to know about that fitial process.
. The questionnaire does not ask: - ;
R Well we have not seett the new regs yet. Presumably there shonld have been
2 new questionaite going 16 Cotecria but ws Have niever seen it i
RG back - 15 minutes later. ' : o
@ T think that the commitiee has to decide where to cast responsibility for
failure to act on knowledge that the Coteena CEO was indicted, ?
RG: Well, who’s responsibility was 17 This was PD’s responsibility wasn't it?
B Well the information goes to the 8G. ,
R But who knew at that time?
B The 3G fom the press reports. ,
= There was g press report in the swrmmer of 1598, é
L We can't be certain that the UN would have looked at this 5t that fime, but by
January 1999 it is in the SGs office. 1t is part of the Connor report. ;
RG: Tam confused. This is relevant to the renewal? L
RIP: It was relevant to both but by Januvary 1999 it was relevant to the renewal,
8 puge 20 paragraph at the top of the page, I think we need 1o expand on this. It
is ambignois or confusing because it suggests an obligation to do more than run 2 D&B
report. :'
RG: The responsibility must lie where it should be — if the SG’s office knew
about it than they must take responsibility, :
@8- S5 is that how you want us to write up these findings?
RG: Write it on that basts and we will take a look.
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© PAV: The basic problem I have with this whole thing is that if we kriow that the
procurement process was corrupted, thatis a big deal, but ifitwas not then the rest of itis
minor ~ it s not 8 hmgmg offense. ~
@ No, it abigdeal:
Mark: thers is an entire section of the UN involved in fighting this ahaady
PAV: We don’t even know if they knew this was happening until January 22.
RP: A procurement officer kriew about it~ fends with Kojo. ;
RG:Why dida’t they do anything ghoit #t? Was theve some otive? |
PAV: That s my ;srabicm How do you know? . o
RG: The big question hanging out there is why? If there s na ew&enca we can’t
speculate bt we need o talk about it and make a fairly strong finding :
@B May I come back to the third finding on improper influence? On page 70.
Ws need a stronger more aﬁ‘ixmahve ﬁm:lmg thex than peis) svxdance The thmi sentence
) that staymg’? N g .
: whai fime psmd is th;s refe:mg?
ﬂ‘ ‘Under the older version of the findings - L
RG Awl uﬂdersmé the cammnwe s view this shmﬁd am:iy to the poat January
periodi
RE: Has the comimittes taken their decision? ‘
- agree that we should | uxtapose the SG’s account against all the mher
evidence.
BB Them 8 ncs acogunt by the SG.
W Well we are implicitly doing this but we are not marsheling everything
together, 1am 1ot sure we have done that. \
: ecng ~ what dzd ﬁw PD da:wmng Furgeta' y

@8 el the head of the company was under mdmtment ‘ 8

PAV: Well Lstill think we should write it this way, what Bappened in | PD and then
what ?xa;amed with Kofi and Kojo, efc.’ Look to see if this is illicitly cmmpta&

RP: There is conilict of interest and then there Is inflnence.

} PAV Whastevar you say they apmed ﬂmmselves toan appe:amnce af 4 cmﬁxct of

m&aresi. But no actual unless be knew. So suppose He did no, what did he d&’?

RG: Teowould still be a very seriovs finding agatnst him.

PAV: There is plenty of stuff to criticize him sbout. "

: ‘: The problem is that once they are the low bidder, no one has 1o do-suything

They are the low bidder by & ton so 1o one has to-do anything, you jnstlet it go

PAV: Bot what should they have done?

@ Thatis the problem that we have a8 a group in addressing this mﬁueme
probiens,

Mark: and the low bzdﬁex issue is open ~ we are not able to say whether or not
there was influence. !

RG: That is‘exactly why conflict of i interest is a serious issue.

W Well, uniess you get to the point about his knowledge. ;

M Vou can take from the Wilson conversation that he knew of their interest.

RU: But what does Wilson say — he doesn’t talk about the hid.

. 1 1at is 2 pretty important conversation.
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@ 1 see 5 need for the committes 1o decide what constitutes 2 conflict of intersst.
Michael is saying that it is enough to say that he knew they were mferested

RG: But we can’teven say that.

§: But {ihink i is 2 reasonable factual mnclusmn to draw that smcs he kne:w of
the 1997 intersst that he knew. But the committee hasto deside whether ﬂns is sufficient.

RG: I don’t think that is sufficient. :

AW That is a threshold issue that the committee has to éemde

PAY: The conflict doesn’t arise until he does something.

R13 Showld he have circulated something | to the whole LN saying mt to deal with
Cotecna? 1 don't helieve that is 2 conflict.

RP: But all this is assuming we are not crediting I\thchaal Wilson, zs ﬂ:at cumct"

@ Bt first the commities hias to decide What is 2 conflics:

PAY: 15 you believe that canvmaﬁon Kofii ;s in bad shapm

- KP: Combined with the athcr facts, ‘

“_ We ate looking at it n'g ﬂns baf;kdmp - I kzmw mcxe isa dxfferm af
ap;mom .

Mark: you caa t ]ust 1gnﬂrc ‘Wilson’s ac:c:nunt because d SOMES «z}ut of ﬁawhere

RP: 1t is also a statement ag,amst interest;

R Whets i this? Was this in the earlisr ;epm‘t‘? :

PAY: When T read this I was very \mciear about when this mnversaum ook
place - when did e press on Lloyds ocowr? . ,

RP ﬁ Omly when they pulled out.
RG! How do we decide which of the two versions m accept.
RP ﬁﬁ breug};t up Lloyds, I dxdn’ g

P

RP that is true for a lot of peeple

o ‘Why would B make 2 gtatement against the 8G°s mterest‘?

@B In fact be thinks itis in theirinterest.

) That could 20 why itis not true &ecausc he could be mzkmg up flhmgs to
stippart the S0

RE: The central i issue 15 d&d this conversation take p}ace ;

00 NP, 12 o you think about Wilson’s statement?

Say my plece, .

RG: Assuming we go ahead withi no adverse finding on his state cf Imow}edge is
there any obligation on us to give: him an mpparmmty to deal with what is very damaging
evidence?

&% With fhis information in the report the committeé is gemg o ha\fe to resolve
this about whether or not we credit Wilson's statement.

RG: There is an altetnative route hets — tell him what the aﬂegatst ave, point out
the inconsistencies, and ask him to make submissions as t6 what we should make of it.

W Does it raise concens that the Camnnnee is prepami to make ﬁndmgs
without talking to him again? :

RP: Areyou suggesting doing a separate mtermgatmes for hxm‘? ‘

BB W bave the Mouselli info which we did not have before aud itwould be
consistent with owr prior practice 1o go back to him and then we could do the Wilson

10
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questions as well: Then we don’t get into thc mmat;on of writing him a Eetter and nisking
- aleak and thisis what we would do with any other witness.
; RP: If we come to-a decision that he did nat know, then what is the purpnse of
asking hith about this stuff?

@ Don’t we want that mfarmamm before making 4 finding?

: Thisis consistent with what we hava dont in the past. As part’ af & Mouselli

interview we could do Wilson, -

RG: In response to Robert” s quasuom we have m pubhsh his response.

BAV: Absolutely.

RI: but ot that pemt We are not conﬁuctmg an mvestaga:mn, 50 just smd him tha
questions.”

M8 " saving don't make d ﬁndmg il you do this. ;
RP JI think st it 13 fan- to say that mth '&ze suppm of his ccunsei wa know what

Sﬁ ﬁu: uczmmttce has ncst reached 2 decismn on thxs"

wﬂ}mg change :t.
: RE Bt the facts thay we have and the 3tandard we are using do 1ot ‘convinee you
that hekmew. ‘

RG: Mo, | amhior comnux:cé. : :

RP: What vou said at the begmnmg was that :hxs is'2 question of cmdabxhty, but

vou alsa said that thers is nio smoking gun,

RG Ymu are m;scﬁaxaetmmng what T sard

FA‘J' 1 ciam t thmk we cver agreed m that Tam nut prepa:red to hang Ko:éi Anpan
on that: Trever dreamed that that was the standard - we need to'be pretty n;amn sure, It
is not the stendatd that we will use in this teport. :

CORG: Twenlde't make thls ﬁmimg against the SG on that standard, ﬂ:at would bie
frresponsible; T will not make & finding vnless I am convinged.

@9 But that s the standard we used on the others.

KM Tthink it was beyond a reasonable doubton these:

PAY: This is obviously mose mportant.

*: Just # statement ~ when you look at Wilson’s staternent and you iaak at the.
S0’ testimony, he says that he dees not rﬁca}l it; You wonld have to put his recollection
inthere,
M D e Jooking for the gmdance of the Committee in how to draft this - do we
want to say whal the committee credits when we deal with these éxscrepemmﬁs in the
report? -

RGe1 2h1nk Just put them in~ I don’t think we have sufficient ewéfmce to credit
orpot credit any of these, )

‘ But at the end of the day the cornmittes has to say something ab@ut Wilson's
avidence. If the cornmittee is concluding that the SG did not know, then you are saying
that you didn’t heligve Wilson

11
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RG: The finding is that there is not sufficient evidence to oantradmt the §Gs
dental. The presumption is one'of innocence, That sheuld be in the discussion at the eﬁd.

BAV: ithmk W say we are not convinced on either side. T oar’t say thathe
didn’t know

B The question is did he know that the contract was being let. Ifymx credit
MW then if stiows his knowledge. That is the importance of it,

RG: Are thers other things we need 1o talk about?

RM: Gors into schedule.

1z
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In the light of questions about the Corumittee’s findings in relation to the Secretury-General, 55
condgined in its Second Interim Report, Mr. Volcker requested a full review of relevant Commitioe
procedures and proseedings. This review takes into account the issues raised by the deposition testimony
of Robert Parton before stall members of the respective Congressional Cornrmuttees on September 27,
003,

I summary, this review soneludes that the Cornmittee did not afford Seorerary-Generat Koft
Annen uny procedursl prefersnce in connection with i Second Interim Repert. The Cormmittes 81 not
alterits Gndings or standard of proof to benefit the Secretary-General. With regurdd to the Cormnmittes’s
findings, Mr Parton disagresd on a4 single point: whether the svidence was reasonably sufficient to
conghude that the Secreturv-General kuew of his son’s company’s bid for an inspection contriact under the
Oil-for-Food Programene (“the Programme™). However, the Committee’s conclusion took into
constderation the highly cireumstantis! evidence, the absence of a proverbial “smoldng gun,” dissrepad
withess accounts, and well-founded converns abont the reliability and general credibility of certain
witnegses, Moreaver, the Committes’s Report did not omit material facts conceming the Secretary-
General's inowledge. In fact, neither Mr. Parton nor gther commentators have presented any such ficis
bearing on the Seerstary-General's knowledge that were not preserited i the Second Intedns Report,

This review proceeds in three pans:

+  Part A Backgrownd — & révicw of the general background of Mr. Parton’s erployrent with
the Committes and the scope of his investigation and drafiing responsibilitiss jeading up to
the Cormmittee’s Second Interim Report.

# disevssion of M. Parton’s
initial scknowledgement in his deposition testimony that the Comumities did not omit materisl
facts from the Second Interine Reportand a response to his subsequent efforts to modify his
estimony to siggest that such material facts were amitted,

s Purl O The Commitiee Affprded No Preferentinl Treutrment to thé Seerera
discussion of Mr. Parten’s ¢latmsiand the notes of the Comumitiee’s meeting of March § in
order to show that the Comunittée did not afford preferential treatinent to the Seoretery.
General, inchuding with respest to: (1) consideration of the potentisl employment
sonsequences to the Secretary-General of an adverse finding; (2) spploation of the standard
of proof; and (3) provision of information adverse to the Secrstary-General in advance of the
Cornmitiee’s report.

A BACKGROUND

The Committes’s first two interim reports addressed, among other things, the United Nations”
seigetion of the Programme’s escrow bank and iis oil and hiiranitarian goods inspection sompanies. Mr.
Parion was in charge of the *Procurément Team” of approximately six investigators. As such, he was
integrally involved in the drafiing and continued investigation relating to the Committee’s Second Interim
Repart on the subject of Coteena’s selection. On Maxch 29,.2005, the Cornmittes issued its Second
Interim Report.

With respeet to the Secretary-General’s specific role, the Committee reached three major
conelusions o 1ty Second Interim Report: (1) that there was no evidence that Cotecna’s selection i 1998
to-any affirmative or improper influence of the Secretary-Generaly (2} fhat the svidence was
net reasonebly suificient to show that the Secretary-General knew that Cotecna (which exaployed hie sun}
had subrtied & bid on the Inspection contractin 1998; and {3) that, once the Seorctary-Deneral was
spprised in Fanuary 1999 of Coteena’s invelvement, be fiiled to undertake an adequate investigation of
the matter and should have referred the matter to an appropriate United Netions department for 2 thoraugh

3
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and independent investigation,) Mr. Parton’s only dispute of substance with the Commities was whether
ther Betretary-General knew during the contract bidding process in 1998 that Cotecna was bidding for the
ingpestion contract and, relatedly, whether the Secretary-Ceneral tied to the Commities in slafming that
he was unaware of Cotsona’s contract bid,

Mr. Parton feft emiployment with the Comnitiee on April 12, 2008, approvimately twe weeks
afier issuance of the Second Interim Report. He was soon replaced by a former {edersl prosesutor of the
Jniwed Swates Department of Justice who conducted the ongeing investi gation of Cotednn’s seleotion i
light of additions] information disclosed By Coteena and additional information obiained fom Kojo
Annan. The results of thig investigation were disclosed by the Commitiee i Seprember 2008 in its
Report on the Musagernent of the United Nations Oil-for-Food Programme. Ths Convoitier sdhered fo
iis view that weighing all of the evidence and the credibility of witmesses, the evidence wias not
reasonably sufficient to conclude that the Secretary-General knew that Cotecna bHad submitted a bid oo the
hurnanitarian iospection contract in 19987

Much of the guestioning 2t Mr, Parton’s deposition concsmsd informal siotes typed by wiie of bis
subordinates, whom ke had tovited to & March' 8 meeting of senior ataff members with twe Commsitize
members 1o réview an early draft of the Second Interim Report, This meeting was {he earfiost and only
oue of several meetings among the Commiittee. mernbers in which they weighed the vvidence and
discussed what conclusions to draw in relation to the Cotecna matter. These infurmal notes therefors
present an incomplete plotire of the true yeope of the Commities”s deliberations, and they are neither
fully scourate nor complete, For example, they do not capbare all comments by meeting participants, and
they suggest the participation of Committes member Mark Pioth—even though he did not perticipate.
Prof. Pieth sarlier communicated his views to the other Committee members, (Prof. Pizth's views,
independently arrived af, reflected the same concerns expressed by the Cogmmittes members présent at the
meeting,) In addition, the notes incarrectly suggest that M. Voleker was not fully familiar with the
draft—when in faet he had read through the immediately preceding version.

H Tre COMMITTEE’S SECOND INTERIM REPORT INCLUDED ALl
MATERIAL FaCts CONCERNING THE ACTIVITIES AND KNOWLEDGE OF
THE SECRETARY-GENERAL

The Committee consistently took the view that its reperts should include and evaluate il relevant
investigatory facts, and no contrary evidenice here appears. There has heen litfle question of thig. During
ronversations with both Comanittes staff and the Chairman, ineluding s additional sonversation with the
Chairman after Mr, Farton’s resigmation, Me. Parton himself confirmed that all relevant investi gatory faete
were included. Morenver, this s reflected in the informal notes of the March § wmeeting and in M.
Puvter’s ¢ 1o Congressional staff. As indicated in the meeting notes of March &, although Justics
Goldsone disagresd with My, Parton’s ient of the evidence, he instracted thet “[he favestigation
must all stay in, [and there i§] no question about not reporting everything we have found ™

M. Parton was “always irivolyed” in the drafiing and revision process, such that he was
positioned to nsert or request insertion of any matetial facts that he believed should be ir: the body uf the
Report” After Mr. Parton and Mirandz Duncan (whao worked under M. Parion’s supervision) prepared
an initisl drefl during January 2005, the draft was edited and revised during the first three woeks of
February 2008 by Senior Counse] Jeffrey Meyer {who performed gencral editing of most of the

* Sscond fuserin Report st 77-80.

“Progratnne Mansgement Raport, vol, UT, at 195-242.

 Mareh 8 mecting notey ot 1,

* Robert Puson depogition teaviseript (hereinailer “Parton Déposition Tr.) at 145-46.
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Committes's reportg). On February 24, Mr. Meyer retumned thedraft to bs. Duncan for further draftinyg
and editing, with instructions that she should make sure to re-insert any information that fhiey believad
should not have beon edited out. The draft remsined within the contrel 6f Mr. Partor and Ms. Duncan
until its submission to the Coramities at some point prior to the meeting of March 8, Rrom Mareh 3 until
the Report's release on March 29, no facts of significance were removed form the Report, As Mr. Parton
noted, Myou'll seé o sequence of drafls which would reflect essentially the same report is there [but] with
changed findings,” and excrpt for “some additional facts fhat come in” &3 2 result of vontinued
investigation, “the r»pari was the same report with somewhst different conclusions between the 8% of
Mareh and the 29% of Mirgh. ™

Armong the dcaumems produced by My, Parton to Congress are diary entries that Mr. Parten
apparently recorded between March § snd March 21, Although Mr. Patten complains in these entries {ss
in. his deposition testimany) about one weekend from March 18 to March 20, when he was not pecmiited
acress o the Report, this complaint reflects 3 lack of appreciation that it way the Conymittes’s report sod
not hiy awn pergonal staterment, Mr. Parton’s diary entey for March 19 assects that there wers “favts,
mischara{elienzations, snd wrong conalusions” that he needed to correct bt pould not becavse he wag
iveked out of the drsft. However, his diary entry—like his deposition testimony——did not speeify what
any of these were. In fact, Mr, Parton failed to identify any facts or evidence thist were altered or
ramoved during this “lock ut” pericd when the Report was subject to further review by the Committes
mermbers, Dy any event, 2 new draft of the report was e~mailed by Mr. Mever to staff members, including
Mr. Farton, on the moraing of March 22-—ong week before the Roport’s release and with plenty of time
for Mr, Parton to proposs the inclusion of any further facts or information, Mr. Meyer's e-mail
sumziarized the changes to the draft from the lagt version and issued an invitation that stated in part that,
“fwlith the dssistance of the Prosuremént Tenm,” more records of conversation needed to be integmted,
srvd, xt7 thiere {8 concern that any ltem has not been properly incorporsted or omitied, pleass jetime
know."” :

M. Parton was asked during his deposition whether “there was afiything, sny material fact, that
would have pointed to 1 problem with Kofi Annen’s sctivities that was left sut, as far as vou can
remembec?” He replied: ] think that for the most patt, the evidence that was gathered was fn one form or

* Jefitey Meyer s-mail fo Michuel Cortmechis, Robert Partos, and Mirsnda Duzicmn (Feb. 34, 20053 (i ansmatting the
dratt and ripting that V[l i plenty possible vnd Hkely thet ] hove missed ftems that were in the Tast deaft . | fust foel
free to el g what needs to 8o back i if that iz the cese™); Jeffrey Meyer s-mail t Michael Cortarchia, kabrt’t
Parton, and Mirsnda Duncan (Feb, 24, 2005) (rs—trénsnﬁtting the draft apd sipdng that “Mirands now "swnd the
slecitpnic version.to make further changes” and inquiring whether “[o]jther info that Mirandy sugpesied needs to
find its way back in"); JefTrey Meyer e-mail to Michael Cornacchia, Robedt Parton, end Miranda Duncan {Mar. 7,
2005} {poting “farther thoughts o the report and additional information 1 would recormonend pursiing {with
apologies to advapes for liems that you alresdy have dong or are in werks but that T do not know shoutt ™)
“ Parton Deposition Tr. af 135-36 {ermphasis udded),
? Robegt Parton clectonie diary (Mar. .21, 2005Y; Parton Deposttion Tr. at 137-39, 146 Joffrey Meyer eroatl to
Rsid Morden et al. {(Mar, 22, 20053, Nursrous e<mails with iiformation were exchanged betwees Mr, Meyef atd
Wr. Pavton (or other members of the Procurement Tearg) in the week prior to the Report's releass oo Merch 38, Fer
emmpiﬁ, on Mareh 28 a7 17:42 aun, Mr. Meyer sont Mr. Parton and 8. Cornacchia & &rafl of the text for Foomate
8 of the Second Interim Report in which the Carnmnittec stated that 1t wauld not credit Mr. Mouselli’s sssertion
Ko,x: Annan advised the Ssoretnry-Ceneral of any visit thit be mads to the Treg enbassy in Nigeria or of any ink
to epgage in business under the Programime. My, Meyer prefoced this propesed draft tex with the fellowing: “io
fight of Monsc!li's brckpedal last Friday, I have revised the pertinent part of the report to state « please advise if
QK" Jafftoy Meyer s-mail to Committse giaf] (Mar 28, 2008}, No cbjection was reteived fiom Mr. Parton or any
aither mombor of the Procurement Team.
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another in the report.” He added: “Characterieations change[d] based upon how you'te eoTming out, but
the svidenceis pretly much there ™

Mr. Parton then modified this testimony. He asserted that there could hive Yisen “a souple of
things that wete not i the Teport,” but named only one Hem of evidence: “an Bomail regarding Diana
bhilis[-Aryee] and Koft Annan, which wasn't in the Second Interim Report” Mr. Parton 3id not furthir
deseribe thix e-mail or what bearing it had on the Secretury-CGeneral’s fmowledge of Coteona’s confract
bid. Although the Committes has e-mail communications between Ms. Milla-Aryes and Kofo Ammen
from May end Tune 1999 concerning Kajo Arnen’s various business interests, the Committes does pot
fiave any e-mail betwesn Ma, Mills-Aryes und the Secretary-General, Most significantly, the Cormynittes
doez not have any e-madl of Me. Mills-Aryee that sheds Hight on whether the Secretary-General knew or
had anything to do with Coteona’s contract bid. Furthermiore, no Committes record indicafes that My
Parton ¢ver brought such an e-mail to the Comimittes s-attention.”

Mr, Parton 3lso asserted in his deposition that the Report did net spend enough time reviewing
disorepuncics among the staterents made by the Seerstary-General during the course of his four
interviews. Mr. Parton did not identify those discrepancies or show that they were material, and he hag
netther suggested nor shown that any such distrepancies were suppressed intentionally from the Report.'?

Wr. Parton slso claimed that the “only specific deseription [in the Report] of eartier festimuny fof
the Secretary-Genersl] was with respect to what [the Secretary-General] said about Elic Massey,!
However, the Report desoribed at length the Secretary-General's failure fo recsll when first interyiewsd
that he hzjzd spoken with Michael Wilson dbout his son’s alleged departure from emplovment with
Coteens, ™

¥ Parton Deposition T, a1 111.12,

¥ bid. at 112; see also Second Interiz Report af 38-39 (deseribing at length the velationship betwain Ms, Mills-
Aryee and the Anvwen fimily), n additibn, the Committes ater vetumed to review additional evidence concerni 2
Ms. Mills-Aryee. After Mr, Parton’s depacture, his repiscement reviewed Mr. Parton's records snd learned that M,
Parton had tsiephone records of Kojo Annan showing numerous telephone calls fom Eaojo Annan to Ms, Mills
Axgoe nd slan to the United Natlons procurement department. These twlephone call records, along with sdditional
surrespondense disclosed by Kujo Annan to the Cammittes after My, Parton’s doparture, wers the suljent of
extended review in the Coramittee’s report n Suptember 2005 on the Usited Nations® waragernst of the
Frogramme. Pu x Manag Raport, vol: [T, a1 20121,

 Parion Deposition Tr. at 113-14, Although Mr, Partax himself did not suggest that such omission wits trigtesial b
deliberate, one of his quistionere referenced a portion of the Seuretary-General’s interview manscript of Deseraber 3
2004, in which the Secretsry-General spoke fn'the future tanse swith Mighael Wilson abiut iz sen temving Cotocna,
This suggested by infecsnes that use of the future ténse could be evidence that the conversation with Michae! Wilson
oncurted in November 1598--white Kojo Aunan was still employed there—rather fhon in Teminry [958 after he
allegedly had left Cotecne’s smployment. The Secretiry-Ganeral, howeves, insisted during the inttrvicw that the
cenversation with Mr. Wilson tock place in January 1999, as it was prompted by the first media story v x British
newspaper about this issue. The fact that the Secrctary-General used the future tense does riot constitute sigaifloant
evidence that the Secretary-General's vonversnton ‘esurred in Moverber 1998,

i ; get ales Second Interim Report at 41-45 {describing the fallure of the Secretary-Cleneral to roval eetings
with Elie Magsey until the Cominiites's cleetronic teview of documents within the Executive Office of the
Searstary-Cenerall

“Thid 51.52-53. Mr. Parton aiso pobited to the Sectetary-General’s statement when fitst interviewsd thut be 4id not
know someone samed “Pierre Mouselli” Parton Deposition Tr. at 78; Kofi Amnan fterview transcript ot 83-83
(Mo, 9, 2004). Howeves, it was nover shown that the Secretary-Clenernal knew of Mr, Mousellis full name. Ata
Juter inberview, when specifically agked about lunch with Kojo Anan in South Aftica, the Zearvtary-General
recalled that his son had a frisnd named “Plemre” whom he met in South Afxica, but he 8ic not know the st narmes of
“Plerre Kofl Annan inerview transcript at 52-58 {Mar, 17, 2005). The narme “Plerrs Monsell® doeg not appear in

5
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During his deposition testimony, Mr, Parton disputed the accuracy of the Report's statement that
the Commmittee “has not encountered any documents that were given of sent to the Seerelary-Genetal fo
apprise hirm in 1998 that the Irag inspection contract was put up for bid agatn, that Coteons had submitted
& bid, or that Cotecna had been awarded the contract.™ When asked whether he agreed with the
foregoing statement, Mr. Parton reglif:d: “[TIhere is a document which is an sttachment or an exhibit o
the Secretary-General”s March 17 deposition or infterview, and that documens reflects that the Secretary-
General was told both shout Lioyds’s pidi-out and was aware, hased [on] his testimony, of the need to
have s new selestion of & wew inspection company.”™'

In faey, the Report discussed at length the tsniporary withdiawal of the Lioyd’s mapectors fom
their duty stations in mid-November 1998 and specifically cited and quoted from the document at issus
cencerning the departure of the Lioyd's inspectors from their posts and the Govermment of Trag’s request
to have 4 nevw inspettion firm appointed.”’

Mir. Parton’s reliznce on the evidence 'of the temporary Lloyd s withdrawal reflécts a
misunderstanding of the sequence of events Involved in the prosurement procegs. In early Cetober 1958,
well before the Lloyd s inspectors left theix pusts, the procurerent department had put the inspection
conbract up for bid, This was because of the rising rates charged by Lloyd’s over time. Tt was not
berause the inspectors terporarily had Jeft their posts for a few days (and then returned) or that Irag had
requested the sppointment of new inspectors, *Accordingly, although the Secretary-General was apprised
of the temporary departurs of the Lloyd's inspectars, this event was of limited significancs fo
understanding whether the Becretary-Generdl was aware that the comtract was subject to a new bidding
process. Inany eyent, the facts concemning the departure of the Lloyd's inspentors and the Secretary-
General's statements were alf insluded in the Report.)”

When Mr. Yarton was asked at his deposition to “surnmarize your belief s to why you believe
that the Secretary-General did have the prior knowledge,™ he was unable to do s, Instead, he offered 2
lengthy explaniation that he may have forgotten about svents that veeurred only several months i and
that were the primary foous of his intense investigation efforts; “{It's certainly more difficult for me, now
having, you know, six months or four moriths past and not having looked at the dosurents subsiantially
i the period, to recall the evidentiary record,”and “T will attempt to do 5o, my best recolloction of the
ceagons and, 1o the extent that L can, the evidential basis for those reasons.””’ Tn the final analysis, Mr.
Parton's professed lack of memory abeut events that occurred only severs! months ago ig more than ironic
given his view that discrepancies in the Secretary-Gieneral's testimony about maiters seourring as long s
six or seven years ago-—such as brief mectings with Blie Maussey—mesnt that the Sesrefary-Ceneral was
intertionally uptnathtul, :

the: Secretary-General's seheidaly, and there was no evidence of any ather mewting involving the Scéretary-Ciamral

and Mr, Mouselll, Accordingly, because there wasno indication that ths Secretary-General kow or should bave

known when firat faterviewed by Mr. Parton in Novernber 2004 the name “Pletre Mousell ™ it wis welf within

properbounds for the Steond Tuferira Report not to delve into the fact that the Seerstary-Ciénesal 4id not resognize

this merne when he was first interviewsd,

 Parton Depasition Te. at 6263 {quoting Programme Manégement Repory, vol. IH, at 220y

H Thid at 63,

¥ devend Interim Repuarrat 21, 55,

" Thid, at 16, 20, 95,

7 Parton Deposition Tt at 17, Affer professing his lack of semory, Mr. Parton then referenced withoot eliboration
P & I

the Seeretary-General's tosthnony on certain subjects, but without attempting 1o explain how any of this testimony

= fuotennabliched the Secrstary-Qeneral’s knowledge. Ihid. at 18,
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<, THE COMMITTEE AFFORDED NO PREFERENTIAL TREATMENT TO THE
SECHETARY-GIENERAL

Mz, Parton alleges that the Cowmiltes afforded preferential treatment 1o the Seoretary-Gieneral in
three ways: (1) the Comnitiee softenad its finding against the Secretary. General beoause of its convemn
about foroing the Secratary-General from office; (2) the Commiittee applied s diffsrent standard of praot
foor the Secretary-Genaral than for other persony; and (3) the Committee sought to give the Secretary-
Creneral un sdvantage by giving him advacce notice of the evidencs upon which it would rely in its
Report on the issue of the Secretary-General’s knowledge of Coteena’s contrsut bid. These argunments are
meritless for the reasons set forth below,

Irv sddition, these allegations of preferential freatment should be viewed in the broader context
discussed above, namely that the Committee dlways intended to and actually did include in its Repor al]
materinl facts concerning whether the Secretary-General knew of Coteena’s bid. The Committes”s
detailed treatment of all material facts—including those direeily suppotting the Comemittee’s conclusion
and those that might support a contrary concluston——further undercut any suggestion that the Committes
pranted the Secretary-General any preferentiel treatravnt,

I, The Committee’s Findings Were Not Affected by Concorns for Any
Effect on the Secretary-General’s Employment

When aisked his opinion “why there was not 4 finding made that the Seerstary-General had prior
knowledge of Cotecna’s interest” in the United Nations inspection contraet, Mr. Parton replied thet “the
[Clommitiee was hesitant to make » finding that would potentially cause the Secretury-General to Jose his
position as Secretary-General.™" The questioning of Mr, Parton focused on the following statement
attributed to Mr. Volcker in the notes of the Commitiee’s March 8 meeting: '

PAV: Well my general feeling about.the report is that if you accuse him of lvirg, he i3
gone and I don't know if we have the evidence fo make that accusation—but, we have a
let of nnexplained business. The facts will speak for themselves, but we can’t conclude
that he lied. - But other people may conclude that.””

Thig questioning, however, résted on a misinterpretation of Mr Voloker's statement to rean
Grat—po matier what the evidence showed—Mr. Voleker would refuse o find that the Secretary-General
Hed because it could cause the Seoretary-General to Jose his job.™ In fact, Mir. Volcker stated his
uncertainty abont whether sufficient evidérice justified a finding that the Seeretary-Genéral was tying—*
don 'fpé!:now if'we have the evidence to make thit accusation,” snd therefore “we can’t conclude that he
Hed M

The quoted passage properly stiggests a concern on the part of My, Volcker fir the morsntous
effectof @ finding that the Secretary-General tied, but it certainty does not indicate any vnwithngness o
make sueh & finding if in fect the evidenee so warrmted. Ever Mr, Perton himself conoaded that “there
is, I think, a differengs bevween having e genera) concern about . . . the ultimate cutcome of the
mvestigation and some specific contemn that you don’t want to do somathing because of 4 predetermined

Tbid at 79,

¥ Mareh B miseting notss o d

*Parton Deposition Tr. at J9-40 (0. ‘What is vour reastion to Mr, Voloker's statément that regnrdless what
evidence i3 found, the Secretary-Ceneral caniof e accused of lying?” “A. Well, Mr. Volcker says what he says,
spd certainly 1t was consiatent with the notes that were taken ).

* March § feshing notes af 4 {sophasis added).
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notion of what the cutcome should be.”™ The meeting notes of March # do not establish that Mr. Voldker
would alter his findings to faver the Secretary-General, but only that he weould not make findings against
the Secretary-Genersl without sufficient evidence.

Equaily significant, Myr. Volcker's soncern for the impeot of the Committee's findings was r
limited to the Secretary-General, ‘When the subject of discussion at the meeting of March & tumed to the
targets of adverse fndings against Jower-level employess within the United Nations procurement
depsrtment, and specifically whether the Cormittee's report should render an adverse finding agatnst
“the [provarement] depastment (a3 a whole] or the fndividual,” Mr, Voloker similarly expresaed his
coneerm thut 2 mistake by the Comrmittés could result in ak individus] getting fired”

The Committes ultimately rendered findings i the Second Interin Report fhut the probUrement
depariment failed to fullow its rulss relating to the financial and background qualifications of prospective
bidders. Altheugh the body of the Report described the invalvernent by name of particuler employess of
the procurement depertment, the Committee’s formal findings did not name lower-Jeve! emplayees of the
procurement department. By contrast, the Report specifically nahed the Seoretary-General and his son
{among others}, as well 45 another senjor United Nations official, in. the body of its Report and in the
Report’s formal adverse findings. 'With respeet to whether the Becretary-General should share in the
islarne for the procurément department’s faflure to dsqualify Cotecna from further bidding once its
adverse history becimne known, the notes of the meeting of March 8 refiect Justice Goldstone’s statement
that “[t}he responsibility must le where it should be—if the 87's office knew about it than they must take
respansibility, ¢

The fact that tye Committes specifically named higher-level United Nufions officals; but did not
always name lower-leve! United Nations employess negates Mr, Prrton’s unsupporied opinion that “there
was certainly, in my view, a hegitancy by the [Clormmittes to publicly name individuals of importance s
having dove something wrong with respect {ta] the Ofl-for-Faod Programime.™ Mr. Farton failed to
identify any such “individuals of importance” that the Committee failed to “publicly name,” and the
Commirtee's record of findings is to the contrary.

The meeting notes elsewhere make cléar the focus of concern on the absense of reliable wvidense
that the Secretary-General was lying to the Committce. Justice Goldstons stated his firmdy held view that,
based on having personally participated in two interviews of the Seoretary-General, the Secretary-General
was rot lying even if his conduet were judged bn 2 more-likelv-than-rot standard of prowf.

Lam really not gble to finid, even un o balance of probabilities, that KA [the Secretary-
General] lied to us when he said he didn't remember or that his raemory was refreshed, [
did not get the impression in my iwo interviews with him that he was Iying. He wasn™t
the most loipressive witness, but 1 wouldn’t reach the conclusion that he was being
dishonest ™ ¢

 Paston Deposition Tr: ot 133,
¥ harch § meeting noves at 7.

¢ aropare Second Irerin: Repart at 77 (Pinding #1{6)), with ibid. at 78-80 (Pindings #2.43 {nanung Bofi Antes,

Kujo Arnan, Coteona, Blie Massey, Robert Massey, and Inseph Connor)} Marel ¥ ruceting notes 3t 8.

7 Parion Depositan Tr at 37,

™ March 8 mecting notes st 1 {senphasi added)] see also Teffrey Toobin, “Annils of Liw: Swing SHE" The New
Yorker, Sept. 12, 2005, p. 42 {describing Justice Goldstone as “emong the woikl's rnest widely sdmired judges™)
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Justice Goldstone Iater reiterated his view: “T was at two imterviews {of the Secretary-Genera!,] and I &4
not get the Impression that [the Seoretary-General] was tying."™" I short, the Committos based its
decision stictly on the evidencs.

1. The Committes Did Not Alter the Standurd of Proof to Favor the
Hecretary-General

Mr, Parton testified to his belief that the Committse had agreed to & “miors likely than not”
standard of proof, but departed from this agreement in order 1o favor the Secretary-General® In fact, the
Committee’s Investigation Guidelines---which were distributed to all Committes investigators ea carly sy
Angust 2004 and shortly thereafter posted to the Committee’s website-—provide that the “tlhe standerd
for evaluating evidence that would result in a finding shall generally be ‘reasonably sufficient evidence.™
Thisis not a standard created by the Commitice for the convenience of the Secrotary-General. To the
sontrary, the “reasonable sufficiency™ standard is the well-estiblished benchmark recommisnded and veed
by the World Bank as well as other leading intemationa! srganizations for purposss of their international
investigations. ™

Actording to the notes of the mseting of Macch & when Mr. Parton suggested that the Cordmittes
had agreed 1o a8 more-likely-than-not stendard of proof, Mr, Voleker immediately responded that he had
not agreed to this standard, Mr. Volcker stated his view that e must be “pretty damm sure™ in order fo )
agree to & finding that Secretary-General lied, and Yudge Goldstone stated that he must be “eonvinced "™
These commen serise formulations do not conflict with a reguirement of reasonable sufficieney of
evidence~the standard that the Committes expressly articulated in the findings of the Sscond Tnterim
Report. Nor are they inconsistent with the standard previously applied by the Committes 1o persons other
than the Secretary-Ulenern! In its First Interim Report.™

At-one point in kis deposition testimony, Mr. Pacton claimed withéut elsboration that “there was
hesitancy to apply the standard of more likely than not becanse of the implications that it would bave 1o
the Seeretary-CGenersl.” The notes of the March § meeting, however, show that the evidense was
considered to be insufficient even if Judged under the more-lkely-than-not standard. As nioted ahiove,

Magch ® mesting noves at 4.

* garton Deposition Tr. at 1234, :

* tndependent Inquisy Copunittee, Dovaments, “Investigations Guidelines,” hitp/fvw.iic -offp.org/

docurmients htm; United Wations, Conférence of International Investigators, “Uniform Guidelines for Tovestigations”
Part {V-E{S) (poting that "{tthe standerd of proof should conform to the standards reaquived by the srganization
and/or the national jurisdiction for vefeprals, but should genersily be roasonably sufficlent evidenss™); Susan Ringl
eomadl to Commiltes staff {Ang. 19, 2004} (distributing the Investigations Guidelines); The World Bank Gironp,
“Provurement — Sanctions O inee,” sect. 13(B)(3) (identifying the standard of prouf for debarment: “I1 e
[debanment] Cormittes finds that the evidence is reasonubly sufficient to support a fnding that e Respoodent
engaged in o fnudulent or corupt praetive in connection with o Bank Project, the Cormittes shall determing an
appropriate sunstion . ., "),

Motiareh 8 soesting notes af 11

* Although the Commitiees First Interim Report did siot elaborate on fhe evidentiary standurd contatied i the
Commitiee's nvestigations Guidelines, the wording of its fiadings suggested a standard in exgoss of the wore-
Ukedy-thanenot standard of proof. With respect to the contracior procurament selaotion issues thet were the sabject
of M. Parton’s investigarion, the findings provided thar “[the investipatory record reviewed hersin {wasl replete
with convincing and whcontested evidence™ of the violation of the United Nations rules and that “[tlite investigatory
sacord clearly and repeatedly demonsrate[d] thatin deviating From the established financial and procurstnent roles,
the decision-making process in 1996 for the United Nationy contractors did not meet ressonsbls stundards of
Gawness and transparency,” First Ioterim Report at 109-10 (emphiasis added) {quating from the first und second
tindings). A Mr Monden noted witheuf contradiction, the evidence “was beyond 2 ressonable douby” for thess
prior vages. March % meeting notes at 11,
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Justice Ooldstone made clear that even on “the balance of probabilitiss” he could not conclude thet the

Beeretary-Ceneral was Iylog, thus undermining sny allegation thet the Commidttes somehow was choosing
o : p

a.ditferent standard of proof to Favor the Secretary-General ™

The evidence on the issus of the Secretary-General’s knowledge was highly circumstantial and
conflicting, in confrast to the more direct and probative eviderice that the Committes had wancerTing
others who were the subjecr of prior adverse findings. As My, Parton himself sheerved at the March 8
meeting, the Cormmiites must “start adding up a collection of individual points” wd “rriaybene une of
them is suffieient alone.™ Mz, Parton could not acoept the possibility that reasonsble people could
disagiee on what significance to attach to the many competing aspects of the evidence, insiuding M,
Wilson's eryptie-but-recanted statements suggesting that he had tafkerd to the Secretary-General fn the fall
of 1938,

Moreover, Mz, Parton’s conduct and festitnony should be viewed in the light of his hawving pre-
deterimined the-dssus of the Secretary-General’s knowledge before he had cogrizable evidencs to support
his congtusion. After leaving the Committes, an intornal confidential eomail was discovered that M.
Parton had sent 1o ks teamn subordinates (sometime before Deceraber §, 2004), which wag prominently
enarked: “This Document {xfor Internal Use by the Procurement Team Only and fs Not Intended for
Distribution Chugside the Team.” The e-mail cited “the need to establish that Kofi Asman knew of
Coteena’s fnvelyement in the 1998 selection procese” and to do so despite the fact that “we are miSEINg
the gritieal mformation” to reach such a conclugion:

Prepare a list of facts that we need to be able to establish, but clirrently zie unable to
2stabligh because we are missing the oritical information. A good example of this type of
fact in the need to establish that Kofi Annan lmew of Coteena’s involvernent in the 1598
selection process.””

A3 Mr. Patton acknowledged in this esmuail, he did not then have direst evidence to establish the
Seeretary-Cienieral's knowledge of Coteons’s contract bid, There were no witness statiments or
documents about which Mr, Parton knew to suggest that the Secretary-Genmal had been advized of
Coteona’s contract bid. Indeed, Mr. Parton’s pre-judgment of the Serstary-Ceneral’s knowledgs
foreshadowed his later disagreement with the Second Interim Report.

Ultimately, Mr, Partor was free to state his views to fhe Commities and, a8 ¥efleated fn the
ceting notes of March 8, he forcefully did so. Justice Goldstone made clear t5 M. Psrion that hig mingd
was not made up: “Tam keeping an open mind and am willing to change it™if additional facts developed
ty estiblish the knowledge of the Seerétary-General.” In the end, bowever, it was the members of the
Comunittee——and oot M, Parton—~who were charged with the responsibility to interprot the evidence.
Mr. Parton has done'no more than show a difference of opinion with the Cernmmitics members in the
nterpretation of ciccimatamtial evidence.

The vecord is cloar that, over & period of two weeks or more, the Commitioe mombers debated the
precise wording of any finding~a finding thatrecognized that the svidence raised questions, but in the
lnst analysis was inconelusive and not “reagonably sufficient.”

" Parton Deposition Tr. 2t 36; March § mesting fotes at 1.3, 11,

P Ihid. ae .

* Robert Paston memorandum o Procurcment Team members fundated) (disclosed tw Congresa by Mr: Parton)
% March 8 mseting uotey ut 11,

10
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3 The Committes Did Not Afford the Secretary-General suy
Preference by [dentifying Evidence It Intended to Cite Cancorniug
the Tasne of His Krowledge

My, Parion frther clatms fhat the Secretary-Gieneral was given preferential freatroent beeause he
received as an sttadhment (“Arnex A™) to his ‘adverse aotice letter from the Committee & Histing of
svidenge that the Committer intended 1o refer to in its Report concerning the issus of the Secretary-
General’s knowledge. Even thongh the Cotnrhittee was not prépared to make an gilverse finding agaihst
the Secretory-General on the issue of his knowledge of Cotecna’s contract bid, there was little doubt that
the dnformation it wimnld describe could damage the Secretary-General and therefore was adverse to him,
Thia was especially 5o because of the Committee’s tntent to include in the Report all material facts
bearing bath ways on the issue of the Seorstary-General's kncwladge,

The purpess of the Comnmittes’s adverse notice provess was fo ensire faimess by providing
teeipients of proposed sdverge findings an opporiunity 10 respond before the Commmitier fnalized and
publicly disclosed its reports and related findings. In numerous instances in which the Cormittee
intended to fchude facts in 3 report’s narrative thit could be interprated negatively, even though nigy
amounting to zr edverse finding, notive letters strmilarly were sent in advance of the report’s publicetion,
and individusls and entities were provided with an apportunity (o respond. ‘When requestad, cooperating
individuals who recsived adverse notive Jetters were provided with the apportunily to review undetlying
cvidence that was not dtherwise suhject to restriotions or confidentislity agreements. in addition,
recipients of adverse notios fetlers were pravided with the opportunity to respotid in person {with or
without counsel) or in writing. In each and every case, the Cornmittee reviewed the oral and written
submissions and, where appropriate, modified its findings based upon ifs review.

irwas well within the Committes’s interest in acouracy and the bounds of fairmess 1o afford the
Sedretary-General a full appartunity to cormment on information that the Committes soan would publish
concemning whether the Secretary-General knew of Coteona’s contract bid. Mereover, thescope of
nformation provided to the Seoretary-General 'was consistent with—and in some cases far dess than—thst
provided to others who reesived adverse notice letters from the Comunittes. In the case of Benon Buvan,
prior o sssuanee of the First Interim Report, the Committee permmitted Benon Sevan to review
considerable information and recérds collected from the United Nations and othet sources, Bven before
the Commitize sent bir. Sevan an adverse rotice letter, it provided him with seventeen CTWVROMs af
Programme-related documents-—most of which was non-adverse. Subsequently, s part of the adverse
finding process, the Committee provided M. Sevan access to additionsl records, These included
deeurments of Irag’s State Ol Marketing Organization snd the African Middle East Petroleum Co. Ltd,
Int., us well 48 varivus telephone records and data from Mr. Sevan’s computer, Furthermors, Committes
staff discussed with Mr. Sevan's attorney the substanca of some relevant interviews >

The Cormmittes’s issuance of Anbex A to the Secretary-General did ot afferd the Secretarys
General any kind of unfair advantage. Most significantly, the listing of Hems merely spprised the
Searctary-General of information about which Mr. Parton alveady had qusstioned him, For example,
Axnex A refersnced the “fejtatement by Michael Wilson that in the autumen of 1998 he had # conversation
with the Secretary-Geriers! in which there was & reference to Cotecna's tmtersst in securing the Oil-for.
Food inspection contract with the United Nations,™ This came as no surprise to the Seorctary-General,

* During its investigation, the Comimities sent sdverss notics lettess 16 more than one handred individuals s
sutities disvagsed in the yeports” parratives.,

P Cammitte etters to Beanan Sevan and Bric L. Lowis (Yan, 4, 2005); Corrpnities letter to Bric L. Lewiy {726, 18,
2003); 1. Bradford Glissman acknowledpement (Tun, 3%, 20085, My, Lowis aud Mr, (Glassman both served o
counsel 1o M. Sevan, :

 Committes tettor to Kofi Anpan, Arnex A, para. § (Mar. 21, 2008),
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When Mr. Partoa interviewed the Secretary-General four duys before the Secrotary-General was senl =~
Anngx A, Mr, Parton gave the Secretary-General a verbatim exverpt of the exact statement of My, Wilsen
a8 it uppeared In Mz, Wilsan’s record of conversation (infemal inferview report) and that the Comrittes
eventually published i its Second Interim Report.™

Eoually meritless is Mr. Pacton’s complaint concerning the fnclusion o8 Mr, Mousell®s name io
Annex ALY When the Seorstary-General had been interviewed four days before Annex A was sent, he
wis questioned at length about his dealings with Mr. Mouselll. The fact that Anmex A referenced a
statement Fom My, Mouselll did not afford him any unfair advantage or preference.

M. Parton's complaint that the disclosure of Mr. Mouselli’s name us & witness in Afnex A
amounted {0 8 breach of the Committes's confidentiality agreement with Mr. Mousslli is irrelsvant to the
issue of whether such disclosure assisted the Secretary-General in some unfair way. I agy event, it was
Mir. Parton whe was in charge of commanications with Mr. Mouselli and who fattisd to ohtain a timely
waiver from Mr. Mouselli~~despite knowing that Mr. Mouselli’s inforrmation would be used within days
in the Committye's Report. However, Mr, Parton already knew that Mr, Meuselli would ot object to the
ast ol his name. In an e-meil to other Commiites staff mershers on March 15, 2005, Mr, Purtos: stated
that ke was awaiting Mr. Mouselli’s formal approval, but that M. Mouselli’s counsel previously had
represented that My Mouselli “will niot object to vur disclosure of his identity and use of the
information,”™

Tn short, the Comimites acted in accordanve with its procedures and did wot afford & preferines o
the Secretary-Geaeral with respect to its provision of information in advance of the Second Interim
Report, In addition, much of the informiation disclosed by the Committes to the Secrstary-General in
Annex A already had been furnished to the Seerstary-General by Mr, Parton himseif during the course of
his prior interviews of the Secretary-General, Purthermore, because the information disclosed to the
Secretary-Ceneral could be interpreted negatively, even though not amounting to an sdverse finding, the
interests of falmess and scouracy fully supported the Cornmittee’s desision to disclose Armex A to the
Secratary-General,

. CoNCLUSION

For the reasons set forth above, a full review of relévant Covmmities procedures and proseedings
demenstrates that the Commitige included all material facts in its Second Interin Report, and i did not
grant the Seuretary-Cenoral preferentia] treatment. Neither Mr. Parton’s testimony nor the related
doguments support Mr, Parton’s ¢laims.

* Kofi Annan interview transcript at 35-36 (Mar. 17, 2005). The ltem shown by M. Parten ta the Seerstars
Gepetal i an exeerpt from the vreport-of conversation of the Michael Wilson interview on Tunuary 20,2003, 8
reproduced verbatim in the Second Tnterim Report at page 54 and fostuote 159,

“ Conunines ketier to Koft Anman Annex A, para. 8(Mar. 31, 2003) (noting o “fsHatement by Plefrs Mausslli that
e and Kojo Anuan met with the Secretary-Gengral i Durban, South Aftica, when there was {a] refovence to Kojo
Annan’s inferest in 'Irugi oil"™),

1 Keof Anndn interview tenscript it $2-58 (Mar. 17, 2005),

“ Robert Parion s-mail to Commites staff (Mar.. 19, 2005). Very soon after Mr. Motselli"s s was disclosed in
Armex A, Mr, Parion s {nstructed to contact Me. Mouseli's counsel, and Mr, Mousell in i corsentad o the
use ol his name in the Seeond Interim Report. Reid Morden letter to Adrian Godealez M, W, 2005)
(somtersigned by Pierse Mouselli and Adrian Gonealez).
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December 2, 2005 TORONTO
BY HAND DELIVERY
Honorable Henry Hyde, Chairman Honorable Dana Rohrabacher, Chairman
Honorable Tom Lantos, Ranking Member Honorable William Delahunt, Ranking Member
House International Relations Committee Subcommittee on Oversight and Investigations
The Rayburn House Office Building The Rayburn House Office Building
Room 2170 Room 2170
Washington, D.C. 20515 Washington, D.C. 20515

RE: BNP Paribas
Dear Chairmen and Ranking Members:

Earlier this week, the Staff of the Subcommittee on Oversight and Investigations
of the House International Relations Committee advised this firm that the Subcommittee was
planning on issuing a report with respect to the Committee's investigation to date concerning the
United Nations ("UN") Oil-For-Food Program (the "Program”). The Staff further advised that
the report would address issues relating to the role of our client, BNP Paribas (the "Bank"), in the
Program, including with respect to certain letter of credit payments that were the subject of a
hearing before the Subcommittee on April 28, 2005. However, the Staff did not provide any
indication of what the report might say about the Bank. Accordingly, this letter Is intended to
provide the Bank's perspective regarding its role in the Program, particularly with respect to the
payments that were the subject of the April 28 hearing. The Bank respectfully requests that this
perspective be reflected in any report that addresses those payments, in order to present a fair and
balanced account with respect thereto. This is especially important in light of the fact that the
payments at issue appear lo have been consistent with normal trade finance practices, and the
Bank is not aware of any evidence that any of those payments bore any causal relationship to any
corruption that may have occurred in the Program.
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As you know, under the Program, at the direction of the UN, the Bank issued
letters of credit to certain contractors that had been approved by the so-called 661 Committee of
the UN Security Council to furnish specified goods to Iraq as part of the humanitarian relief
effort that had been undertaken through the Program on behalf of the international community.
Those letters of credit were the means by which each of their beneficiaries (i.e., the 661
Commitiee-approved contractors) was assured of payment of the contract price that had been
approved by the 661 Committee, upon presentation by the beneficiary to the Bank of specified
documentation demonstrating that the required goods had been delivered to Iraq.

From the inception of the Program, it was contemplated that such beneficiaries
might well need to obtain financing in connection with their 661 Committee-approved
transactions, and they therefore were permitted to assign proceeds under their letters of credit to
secure bank financing. An assignment of proceeds is a traditional means of securing financing
for transactions such as these, and commonly takes various forms -- for example, assignments to
a bank providing financing directly to the beneficiary; or to a bank providing financing to the
beneficiary's supplier; or to the beneficiary's supplier itself, where the supplier is financing the
iransaction by providing the goods to the beneficiary on open account.

The focus of the April 28 hearing involved situations where proceeds of
humanitarian letters of credit issued under the Program were assigned by their beneficiaries to
persons other than banks providing financing directly to those beneficiaries. You will recall that,
in response to the Committee's inquiries, the Bank had undertaken a comprehensive review of
the approximately 54,000 payments that had been made under humanitarian letters of credit
issued under the Program to identify such payments, and had submitted an interim report to the
Committee shortly before the April 28 hearing. The interim report enumerated ali such
payments that had then been identified, together with information that had been developed to that
date regarding the nature and purpose of such payments and the profiles of the parties for whose
accounts those payments had been credited.

As described in that interim report, the overwhelming majority of the letter of
credit proceeds at issue appear to have been assigned by their beneficiaries to banks that were
providing financing for the underlying humanitarian goods transactions through the extension of
financing facilities — essentially, credit lines ~ to suppliers to the beneficiaries of the goods called
for by their 661 Committee-approved contracts. Those proceeds evidently were credited for the
accounts of those suppliers and applied to repay the banks for the financing they provided for the
underlying transactions. The rest of those payments apparently had been made at the direction of
the 661 Committee-approved beneficiaries either for the accounts of their own affiliates or, in
some cases, for the accounts of suppliers that were financing the underlying humanitarian
transactions by providing the beneficiaries with the requisite goods on open account. Notably,
the bulk of the payments involved were made to banks providing financing to suppliers that were
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large, well-known exporters of the required goods, and that were 661 Committee-approved
contractors in other Program transactions or were affiliates of such contractors.

As the Bank indicated at the April 28 hearing, although the payments of letter of
credit proceeds at issue appear to have been consistent with standard trade finance practice, they
did not conform to the more restrictive procedures the Bank had put in place for processing
letters of credit under the Program. These procedures had sought to limit assignments of Jetter of
credit proceeds under the Program solely to banks providing {inancing directly to the
beneficiaries of those letters of credit. As the Bank acknowledged at the hearing, insofar as
proceeds were assigned to banks providing financing to suppliers of beneficiaries, or to suppliers
providing open-account financing to beneficiaries, those procedures were not followed. While
such shortcomings may have been unavoidable in a program of this magnitude, duration and
complexity, they nonetheless are regrettable.

Still, it must be emphasized that the payments at issue were the result of normal
commercial arrangements between beneficiaries and their suppliers that facilitated the flow of
humanitarian supplies under the Program, just as similar arrangements outside of the Program
are integral to the free flow of goods in the global marketplace. Moreover, the assignments of
letter of credit proceeds by beneficiaries to banks providing financing facilities to suppliers of
those beneficiaries, or 1o suppliers providing open-account financing, did serve to finance the
underlying humanitarian transactions, and thus yielded the same effect as direct bank financing
to the beneficiaries would have produced.

The Bank is not aware of any evidence that any of the payments in question bore
any causal relationship to any corruption that may have oceurred in the Program. In particular,
none of the suppliers or affiliates of letter of credit beneficiaries that have been identified in the
course of the Bank's review as having an interest in those payments has been listed, even today,
as a Specially Designated National by the U.S. Treasury Department Office of Foreign Asset
Control. This statement applies not only with respect to the payments enumerated in the Bank's
interim report to the Committee, but also with respect to all additional similar payments that have
since been identified in the course of the Bank's ensuing review of the enarmous universe of
humanitarian letter of credit payments under the Program.

As the Bank has advised the Staff, it recently completed its massive review of
those payments, and is in the process of collating the results and preparing a final report of its
findings. Those findings are entirely consistent with the findings set forth in the Bank's interim
report, and with the Bank's statements at the April 28 hearing, regarding the ordinary commercial
nature and purpose of the payments at issue, and the absence of any causal relationship between
those payments on the one hand and any corruption of the Program on the other.



183

Honorable Henry Hyde, Chairman
Honorable Thomas Lantos, Ranking Member
December 2, 2005

Page 4

As Chairman Rohrabacher observed at the April 28 hearing, the Bank has
cooperated with the Committec's investigation; and it intends to continue to do so. The Bank
hopes that its cooperation, as well as the contents of this letter, will be reflected in any report that
addresses these matters. Please fee] free to contact me if you have any questions in this regard.

Respgcxfupf yours, 7

o

p
/é o,
;/Kobeﬁ%%/@ff”“‘;
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