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(1)

THE UNITED NATIONS’ MANAGEMENT AND 
OVERSIGHT OF THE OIL-FOR-FOOD PROGRAM 

TUESDAY, FEBRUARY 15, 2005

U.S. SENATE,
PERMANENT SUBCOMMITTEE ON INVESTIGATIONS,

OF THE COMMITTEE ON HOMELAND SECURITY 
AND GOVERNMENTAL AFFAIRS, 

Washington, DC. 
The Subcommittee met, pursuant to notice, at 9:31 a.m., in room 

342, Dirksen Senate Office Building, Hon. Norm Coleman, Chair-
man of the Subcommittee, presiding. 

Present: Senators Coleman, Collins, Stevens, Domenici, Warner, 
Levin, Carper, and Pryor. 

Staff Present: Raymond V. Shepherd, III, Staff Director; Mary D. 
Robertson, Chief Clerk; Joseph V. Kennedy, Chief Counsel; Leland 
Erickson, Counsel; Mark Greenblatt, Counsel; Steven Groves, 
Counsel; Jay Jennings, Investigator; Katherine Russell, Detailee 
(FBI); Phillip Thomas, Detailee (GAO); Gregory Coats, Detailee 
(IRS); Jeffrey James, Detailee (IRS); Richard Fahy, Detailee (ICE); 
Mike Williams, Intern; Erin Brannigan, Intern; Elise J. Bean, Staff 
Director/Chief Counsel to the Minority; Dan Berkovitz, Counsel to 
the Minority; Laura Stuber, Counsel to the Minority; and Merril 
Springer, Intern. 

OPENING STATEMENT OF CHAIRMAN COLEMAN 

Senator COLEMAN. This hearing of the Permanent Subcommittee 
on Investigations will be called to order. Good morning and wel-
come. This is the second in a series of hearings that the Permanent 
Subcommittee on Investigations will hold to address the abuses of 
the U.N. Oil-for-Food Program. 

That noble program was established by the United Nations to 
ease the suffering of the Iraqi people, who were languishing under 
Saddam’s iron-fisted rule and because of the economic sanctions 
imposed on Iraq by the United Nations after the Persian Gulf War. 
While sanctions were designed to speed the removal of Saddam 
Hussein from power, or at least render him impotent, the Oil-for-
Food Program was designed to support the Iraqi people with food 
and other humanitarian aid under the watchful eye of the United 
Nations. Instead, Saddam Hussein manipulated the program to 
generate billions of dollars in illegal revenue. 

At our first hearing in November, we detailed the methods used 
by Saddam Hussein to abuse the Oil-for-Food Program. The Hus-
sein regime bought influence and favors by granting oil allocations 
to its friends and allies and made money on the deal by demanding 
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surcharge payments on the actual oil sales. As Secretary of State 
Condoleezza Rice testified at her confirmation hearing, Saddam 
Hussein was ‘‘playing the international community like a violin.’’

On contracts for humanitarian goods, Hussein demanded that 
suppliers inflate their contracts and pay the difference into secret 
regime accounts. These ill-gotten gains may be funding the insur-
gency in Iraq against our troops and allies today. All of this mis-
conduct occurred under the supposedly vigilant eye of the United 
Nations. 

The weaknesses in the Oil-for-Food Program raise serious ques-
tions about the U.N.’s ability to enforce sanctions and administer 
a humanitarian aid program in the future. American taxpayers pay 
close to 22 percent of the U.N.’s operating costs. They need assur-
ance that their tax dollars are well spent, especially in light of the 
fact that sanctions will likely be imposed upon rogue nations in the 
future. I believe the credibility of the United Nations to monitor 
any future sanctions programs hangs in the balance unless the cor-
ruption and mismanagement in Oil-for-Food is identified and root-
ed out. 

Our hearing today focuses on U.N. oversight of the program in 
the hope of revealing whether mismanagement by the United Na-
tions aided or abetted Saddam’s abuses of the program. Despite 
multiple entreaties by the Subcommittee and public statements of 
cooperation, the United Nations has not permitted the Sub-
committee access to relevant U.N. documents or personnel, with 
the sole exception of the public release of 58 internal audit reports 
last month. Given the U.N.’s intransigence, our inquiry is limited 
to information that we have uncovered from other sources. 

While the U.N. publicly asserts it is cooperating with Congres-
sional investigations, in fact, this Subcommittee continues to be 
frustrated by the United Nations’ refusal to make witnesses and 
documents available. On June 1 and November 9, Senator Levin 
and I requested that the U.N. provide documents and make U.N. 
personnel available for interviews. To date, neither the documents 
nor the key U.N. players involved in the scandal have been pro-
vided to the Subcommittee. It is often said of governments that 
sunshine is the best antiseptic. The United Nations should move 
towards greater transparency. 

Just a few days ago, the Independent Inquiry Committee, headed 
by Paul Volcker, released its interim report. In that report, the 
committee revealed a significant amount of evidence exposing seri-
ous problems in the United Nations’ management of the Oil-for-
Food Program. It is clear that the Volcker Committee arrived at 
these findings after diligent investigation. I applaud their efforts 
and hope they will continue their work. 

Some of the committee’s most important findings addressed the 
actions of the head of the Oil-for-Food Program, a senior U.N. offi-
cial named Benon Sevan. Mr. Sevan was the head of the U.N.’s of-
fice that oversaw the Oil-for-Food Program. Mr. Sevan, according 
to Mr. Volcker’s report, solicited lucrative allocations of Iraqi crude 
oil for an acquaintance, an Egyptian oil trader named Fakhry 
Abdelnoor. Mr. Abdelnoor owned an oil trading company called Af-
rican Middle East Petroleum, or AMEP for short. According to Mr. 
Volcker’s report, Sevan requested that the Hussein regime grant 
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1 See Exhibit No. 1 appears in the Appendix on page 202. 
2 See Exhibit No. 2 appears in the Appendix on page 204. 

AMEP the right to buy oil under the Oil-for-Food Program. The 
Volcker panel determined that Sevan’s solicitations on behalf of Af-
rican Middle East created a ‘‘grave and continuing conflict of inter-
est, were ethically improper, and seriously undermined the integ-
rity of the United Nations.’’

While I agree with Mr. Volcker’s conclusions that Mr. Sevan’s ac-
tions amounted to grave misconduct, I believe the evidence goes 
further than just a conflict of interest. As a former prosecutor, I be-
lieve that clear and direct evidence establishes probable cause that 
Benon Sevan broke the law. I arrive at this conclusion not only 
from the evidence that Mr. Volcker presented in his report, but also 
documents obtained by this Subcommittee that Mr. Volcker did not 
use, documents created by the Iraqi State Oil Marketing Organiza-
tion, commonly called SOMO, which controlled the export of Iraqi 
crude oil under the Oil-for-Food Program. These documents provide 
further evidence that Benon Sevan received oil allocations from the 
Hussein regime. Each Iraqi oil allocation is worth hundreds of 
thousands of dollars. As a result, if Sevan was granted oil alloca-
tions, it is reasonable to infer that Sevan received a substantial 
amount of money from them. 

So the question becomes, did Benon Sevan personally receive oil 
allocations from the Hussein regime? A review of the evidence will 
suggest the answer to that is yes. 

The first document we will analyze is created by SOMO after the 
fall of Saddam Hussein, which we have labeled Exhibit 1.1 Written 
in Arabic, this chart is entitled ‘‘Estimate of Financial Proceeds 
Achieved by a Sample of People Benefiting from the Crude Oil Allo-
cations.’’ The chart clearly states that it explains the estimates 
achieved by some individuals and other parties as a result of ob-
taining oil allocations from the former regime. The chart lists the 
‘‘Allocated Party,’’ which identifies the person that received the pre-
cious oil allocations. Next to the allocated party appears ‘‘Total 
Crude Oil Lifted in All Phases,’’ which indicates the amount of oil 
lifted in connection with those allocations. Last, we see an ‘‘Esti-
mate of Financial Proceeds for All Lifted Quantities,’’ in which 
SOMO estimated the amount of money that the selected allocation 
recipients earned through selling their high-priced allocations. 

I will direct your attention to the last entry on the chart, which 
indicates that one of the selected allocated parties was Benon 
Sevan. Next to Sevan’s name, the chart indicates that 9.3 million 
barrels of oil was lifted in connection with Mr. Sevan’s allocations. 
The last column next to Mr. Sevan’s name estimates that Mr. 
Sevan made $1.2 million from oil allocations under the Oil-for-Food 
Program. It is worth emphasizing that this chart makes no ref-
erence to Fakhry Abdelnoor or his company, African Middle East 
Petroleum. Therefore, this document makes a strong case that 
Benon Sevan received many oil allocations under the Oil-for-Food 
Program and made a significant amount of money from those allo-
cations. 

Exhibit 2 is another SOMO chart illustrating that Benon Sevan 
received allocations.2 Like the previous chart, this exhibit was cre-
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1 See Exhibit No. 3 appears in the Appendix on page 206. 
2 See Exhibit No. 4 appears in the Appendix on page 216. 

ated after the fall of the Hussein regime. It identifies every person, 
official, or company that received an oil allocation in the fourth 
phase of the Oil-for-Food Program. Those people are listed under 
the heading, ‘‘Allocated Party.’’ In the next column, the chart iden-
tifies the company that purchased the allocation from the allocated 
party, listed as the ‘‘Contractual Company.’’ The last two columns 
indicate the amount of oil allocated and the amount ultimately ex-
ported. 

In the highlighted section of the chart, we see Contract Number 
M–04–60, which lists the allocated party as Mr. Benon Sevan, the 
United Nations. Moving to the next column, we see that African 
Middle East Panamanian Company is listed as the contractual 
company, meaning that it was the party that bought the oil allo-
cated to Benon Sevan. It is important to emphasize that this docu-
ment clearly suggests that Benon Sevan was granted the allocation 
and that African Middle East was simply buying the oil set aside 
for Mr. Sevan. 

Exhibit 3 indicates that Sevan was granted allocations in at least 
six other phases.1 For the sake of brevity, I will not walk through 
every chart one by one, but suffice it to say that each of the other 
charts clearly identifies the allocated party, that is the party re-
ceiving the allocation, as Benon Sevan. 

The exhibits we have seen so far were written after the fall of 
the Hussein regime, but Exhibit 4,2 however, presents documents 
that were created by SOMO during the life of the program. The ex-
cerpt on the upper left of the exhibit is a handwritten chart that 
shows oil allocations for Phase Six of the Oil-for-Food Program. The 
principal column headers indicate ‘‘Country,’’ which relates to the 
country of the oil purchaser, ‘‘Allocations of for the Period Phase 
(5),’’ ‘‘Allocations of Phase (6),’’ and the ‘‘Proposed Allocations for 
the Period Following Phase (6).’’ Under the header ‘‘Country,’’ we 
see Panama, which is the country of incorporation for Africa Middle 
East. Under the country, we see ‘‘Regular Requests’’ and ‘‘Special 
Requests.’’ The meaning of these headings remains unclear and the 
Subcommittee is attempting to determine precisely what those 
headings mean. The key, however, is below those words. There ap-
pears the name, ‘‘Mr. Sevan.’’ Next to Mr. Sevan’s name, under the 
heading ‘‘Allocations for Phase (6),’’ we see ‘‘2 million barrels.’’ 
Thus, this document confirms that oil lifted in Phase Six by the 
AMEP, the Panamanian company, was allocated to Benon Sevan. 
In addition, this chart indicates that SOMO proposed allocating 1.5 
million barrels of oil to Mr. Sevan for Phase Seven. 

The document on the lower half of the exhibit is the same type 
of chart, but it deals with Phases 6 and 7. The key is the lower 
part of the table, in which Mr. Sevan’s name is prominently dis-
played. This excerpt indicates that Mr. Sevan was allocated 2 mil-
lion barrels in Phase 6, 1.5 million barrels in Phase 7, and was 
poised to receive another 1.5 million barrels after Phase 7. 

The final document on this exhibit appears on the right-hand 
side of the chart. That document is yet another chart created by 
SOMO during the Hussein regime. The date on the chart appears 
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to be July 12, 1999, which fell in Phase 7 of the program. Under 
the header, ‘‘Quantity allocated and expected to be allocated,’’ we 
see Mr. Sevan yet again. The chart indicates that Sevan was allo-
cated or expected to be allocated 2 million barrels from Kirkuk, a 
region in the northern part of Iraq. 

Although we are releasing just four charts from the Hussein re-
gime, the Subcommittee has additional documents written by the 
Hussein regime that are similar to these exhibits, indicating that 
Benon Sevan received oil allocations under the Oil-for-Food Pro-
gram. 

Previously, some have questioned whether Mr. Sevan himself re-
ceived oil allocations. The documents we have presented here today 
are considerable evidence that the answer is an unmitigated yes, 
that Sevan did, in fact, receive oil allocations from the Hussein re-
gime. 

This evidence begs the question, how did the fact that the head 
of the Oil-for-Food Program receive lucrative oil allocations from 
Iraq affect the Oil-for-Food Program? How did the receipt of oil al-
locations affect Mr. Sevan’s decisionmaking? There have been re-
cent press reports that Mr. Sevan blocked an audit by the U.N. 
auditors into his own office. Was that a result of his oil allocations? 

In April 1998, which is roughly the same time Mr. Sevan re-
ceived his first oil allocation, he instructed U.N. oil inspectors to 
delete information concerning Iraqi smuggling activities in a report 
to the U.N. Security Council. He later instructed those inspectors 
not to be ‘‘detectives,’’ with respect to Iraqi oil smuggling. Did Mr. 
Sevan turn a blind eye because of the oil allocations? The Iraqis 
believed Mr. Sevan would assist their efforts with respect to the 
import of spare parts for oil machinery as a result of the oil alloca-
tions. Did those allocations affect his support for the spare parts 
importation? All of these questions and many others remain unan-
swered. 

As a result, I believe that Mr. Sevan’s misconduct goes well be-
yond a mere conflict of interest. Instead, these documents, when 
combined with the evidence presented in the Volcker Report, cer-
tainly establish probable cause that Mr. Sevan’s actions rose to the 
level of criminal liability. Accordingly, I call upon Secretary-Gen-
eral Kofi Annan to strip Mr. Sevan of his diplomatic immunity so 
that he will be available for judicial process and can be called to 
testify before this Subcommittee about the evidence we have gath-
ered. 

Over the course of our bipartisan investigation, this Sub-
committee has uncovered evidence of even more corruption in the 
U.N. Oil-for-Food apparatus. In particular, we have found dis-
turbing evidence that one of the U.N. oil monitors, the individuals 
hired by the United Nations to inspect the oil exports from Iraq 
under the Oil-for-Food Program, took a bribe. In doing so, the in-
spector helped Saddam Hussein generate $9 million in under-the-
table cash. 

Other evidence establishes the following facts. The bribed oil in-
spector was a Portuguese man named Armando Carlos Oliveira. 
We have matched up Iraqi documents to Mr. Oliveira’s passport 
and other documents to confirm his identity. According to the docu-
ments, Mr. Oliveira participated in the falsification of shipping pa-
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pers related to two purchases by a French company called IBEX 
Energy. We have accumulated significant evidence proving that 
Mr. Oliveira was at the oil terminal for both illegal loadings. 

With the help of the falsified documents, the two shipments took 
a total of 500,000 barrels of oil worth $9 million in excess of what 
was approved by the United Nations. Iraqi documents indicated 
that Saddam Hussein personally ordered the falsification of the 
documents. Iraqi documents also indicate that Mr. Oliveira had 
agreed to falsify the documents in exchange for 2 percent of the 
value of the smuggled oil. In the end, however, Mr. Oliveira re-
ceived far less than that, only $105,819. 

Internal SOMO accounting spreadsheets indicate that $105,819 
was paid to Saybolt for ‘‘added value.’’ The $105,819 was spread 
over two payments. One was for $86,119 in September 2001 and 
the other for $19,700 in March 2002. The entry on the spreadsheet 
for the $19,700 payment in March 2002 to Saybolt complements 
was a handwritten note to the Iraqi Minister of Oil, which reveals 
that Mr. Oliveira received $19,700 in March 2002. The note indi-
cates that the $19,700 payment was in cash at the Ministry of Oil 
in Baghdad on March 4, 2002. 

We have further documentation to indicate Mr. Oliveira’s pres-
ence in Baghdad. We have letters written from the Minister of Oil 
to the Central Bank requesting approval. We have documentation 
when Mr. Oliveira left Iraq, and that on his return from Portugal, 
he deposited $5,000 into a cash account in Portugal within days 
after returning. 

We have released the evidence that the Subcommittee has uncov-
ered related to these facts and we invite you to review these docu-
ments. 

In addition, we will hear testimony describing the role of 
Cotecna, the U.N. independent inspection agent for humanitarian 
goods imported into Iraq under the Oil-for-Food Program. Cotecna 
was charged with authenticating the arrival of goods into Iraq 
upon which the United Nations would authorize payment of those 
goods from the escrow account at BNP Paribas. This escrow ac-
count was funded by U.N. approved oil sales by Iraq under the pro-
gram. 

Looking into the role of Cotecna is important because Saddam 
Hussein was able to receive kickbacks on humanitarian goods sold 
under the program. For example, as raised in our earlier hearing, 
the Weir Group paid $8 million in kickbacks to a Swiss account 
under the Oil-for-Food Program. In addition, using substandard 
goods was another form of kickback known to have occurred under 
the program, where lesser-quality goods were shipped into Iraq, al-
lowing for the former regime and the complicit supplier to pocket 
the difference between the lesser-quality goods and the higher-
quality goods specified under the goods contract. It is essential to 
understand if Cotecna’s duties were to verify the price or quality 
of the goods coming into Iraq, or merely to just verify the arrival 
of humanitarian goods into Iraq. I will note that the U.N. Sec-
retary-General and the Office of the Iraq Program were responsible 
for overseeing the price, quality, and quantity of goods coming into 
Iraq, and were responsible for overseeing Cotecna’s operations and 
duties. 
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1 See Exhibit No. 18 appears in the Appendix on page 275. 

I am also looking forward to hearing testimony from a former 
employee of the U.N.’s Office of the Iraq Program. The Office of the 
Iraq Program would review humanitarian contracts between the 
former regime and suppliers around the world. It is important to 
determine whether this review would identify price-inflated con-
tracts that could be used for kickbacks as well as fraudulent con-
tracts. 

I have a number of concerns about the procurement of goods, 
particularly as they regard the Northern Kurdish regions. There 
have been widespread reports from the Kurdish regions that they 
did not receive all the goods they were entitled to, which was sup-
posed to be 13 percent of all humanitarian goods under the pro-
gram. 

Another serious allegation that has been hanging over the 
United Nations concerns Secretary-General Kofi Annan and his 
son, Kojo. This allegation involves improprieties in the U.N.’s 
award of a multi-million-dollar contract to a Swiss company called 
Cotecna Inspection during the time when Kojo Annan was em-
ployed by Cotecna as a paid consultant. Our concerns are height-
ened due to the fact that the Volcker Commission’s recently re-
leased interim report revealed major improprieties in the U.N.’s 
award of contracts in 1996 to Saybolt and Lloyd’s, and revealed the 
direct intervention of then-Secretary-General Boutros Boutros-
Ghali in the selection of BNP Paribas. To date, the Subcommittee 
has reviewed thousands of documents produced by Cotecna and has 
interviewed a half-dozen current and former Cotecna officers and 
employees, including Kojo Annan himself. 

Our investigation of these allegations has revealed a disturbing 
pattern of information gaps and memory lapses. For example, de-
spite Cotecna’s assertions to the contrary, we have learned that 
Kojo Annan’s activities were not strictly limited to Nigeria and 
Ghana and that he lobbied many other countries while in New 
York during the 1998 session of the U.N. General Assembly. Par-
ticularly troubling is a report written by Mr. Annan relating to 
some kind of network he was setting up in New York City, and I 
think if we have Exhibit 18,1 we could display that. 

In his report dated September 14, 1998, Kojo Annan stated the 
following: ‘‘As we discussed with you on Sunday, PM and myself 
put in place a ‘machinery’ which will be centred in New York that 
will facilitate the continuation of contacts established and assist in 
developing new contacts for the future. This ‘machinery’, due to its 
global nature and its longevity, is as important overall as any other 
contacts made.’’

Subcommittee staff interviewed Kojo Annan this past Friday, but 
he could not recall what he was referring to when he described a 
machinery that he had put into place, why it was centered in New 
York, or why it was of a global nature, or how the machinery might 
ultimately prove to be beneficial for Cotecna’s long-term marketing 
strategy. In short, Mr. Annan cannot recall what his own words 
meant. This memory lapse is troubling. Subcommittee staff also 
interviewed Cotecna’s officers about this report, but they, too, could 
shed no light on Mr. Annan’s statements. Our suspicions are fur-
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ther raised due to the fact that there is no report regarding Mr. 
Annan’s activities while in New York during the U.N. General As-
sembly, and I would note that we have substantial documentation 
of other reports by Mr. Annan when he was doing other activities 
at other times. Memory lapses combined with an absence of trip re-
ports is not only troubling, it strains credibility. 

The Subcommittee has invited Mr. Annan to appear today to ad-
dress these matters further and afford him an opportunity to ex-
plain his statements, but he has declined. 

Our second panel will address the 58 U.N. audits of the Oil-for-
Food Program. I can say at the outset that I find a great many red 
flags in these audits. The gross mismanagement of almost every as-
pect of the Oil-for-Food Program is simply inexcusable and wasted 
over $690 million. 

Every organization has its shortcomings, but I cannot recall any 
organization where the scope of its problems encompassed every 
basic management skill needed to ensure an effective program. The 
Office of Internal Oversight Services’ audits identified problems 
with budget planning and execution, coordination, strategic plan-
ning, communication, procurement, inventory control, cash man-
agement, accounting for assets, documenting and/or justifying ex-
penditures, information technology, and human resources manage-
ment. This represents the complete panoply of required manage-
ment skills. 

In our third panel, we will hear testimony from the Hon. Patrick 
F. Kennedy, U.S. Ambassador to the United Nations for Manage-
ment and Reform at the U.S. Mission to the United Nations. Am-
bassador Kennedy will address a variety of issues pertaining to the 
management and oversight of the U.N. Oil-for-Food Program, in-
cluding the pervasive oil smuggling that occurred under the pro-
gram. 

In our November 15, 2004, hearing, Subcommittee Majority staff 
estimated that the magnitude of fraud perpetrated by Saddam 
Hussein in contravention of U.N. sanctions from 1991 to 2003 was 
over $21.3 billion, of which $13.6 billion, 64 percent, was a result 
of the Iraqi oil smuggling. The Subcommittee believes that the Oil-
for-Food Program provided Saddam Hussein with an enhanced op-
portunity to circumvent sanctions and amass a greater amount of 
illicit funds. This was particularly the case with oil smuggling. 

The export of Iraqi oil under the U.N. Iraq sanctions program 
was strictly forbidden. It is clear that from the onset of sanctions 
in 1991, members of the U.N. Security Council were aware of Iraqi 
oil being exported through the protocols in contravention of the 
sanctions. Security Council members in the 661 Sanctions Com-
mittee took note of Iraqi oil being exported to Jordan under the 
protocols and did not respond to Turkey’s request. The United 
States and the United Kingdom tried unsuccessfully in the Security 
Council to tighten controls on oil smuggling. Russia, a veto-holding 
permanent member of the Security Council, consistently blocked 
such initiatives. However, other Security Council members did not 
initiate any other significant action to prevent the flow of Iraqi oil 
to Jordan and Turkey, nor did they provide financial relief to coun-
tries like Jordan and Turkey, who were adversely affected by Iraqi 
sanctions and had petitioned the Security Council for relief. I look 
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forward to discussing these issues related to smuggling with Am-
bassador Kennedy, and I suspect so will Senator Levin. 

I know that was a very long statement. We have a lot of informa-
tion and this is just the second in a series of hearings, so I thank 
my Subcommittee Members for their patience as I walked through 
that and appreciate their presence today. 

I turn to my distinguished Ranking Member, Senator Levin. 

OPENING STATEMENT OF SENATOR LEVIN 

Senator LEVIN. Mr. Chairman, thank you for holding these hear-
ings, and for your leadership. As you mentioned, today, the Perma-
nent Subcommittee on Investigations is conducting its second hear-
ing on the United Nations Oil-for-Food Program. 

Today’s focus is on the process used by the United Nations to 
monitor Iraq’s oil sales and inspect goods imported by Iraq with the 
proceeds from those sales. U.N. employees, U.N. contractors, and 
U.N. member states all had roles to play in inspecting goods, moni-
toring oil sales, and enforcing U.N. sanctions. Their failures, as 
well as their successes, hold important lessons for future U.N. 
sanctions programs. 

The U.N. recently released 58 audit reports on the Oil-for-Food 
Program that were prepared by the U.N.’s internal auditor, the Of-
fice of Internal Oversight Services. The release of these reports set 
an important new precedent in U.N. auditing, opened the door to 
greater U.N. oversight, and contributed to the culture of increased 
transparency and accountability that needs to take hold at the 
United Nations. It is a positive omen. 

The U.N. audit reports show that the Office of the Iraq Program 
lacked basic financial controls and exercised inadequate oversight 
of the Oil-for-Food Program. The U.N.’s Independent Inquiry Com-
mittee, also known as the Volcker Committee, also shows that the 
U.N.’s auditing efforts themselves were inadequate. The Volcker 
Report found, for example, that the audits of the Oil-for-Food Pro-
gram were understaffed and underfunded. The audit’s scope was 
often too narrow, and the follow-up process to correct identified 
problems was flawed. 

The Volcker Report also presented disturbing evidence that the 
head of the U.N.’s Office of the Iraq Program, Benon Sevan, may 
have personally profited from oil allocations made by Iraq, and the 
Chairman in his statement a moment ago outlined significant addi-
tional evidence which supports allegations of wrongdoing by Benon 
Sevan. 

In addition, the Volcker Report identified problems with how the 
U.N. selected Saybolt, Lloyd’s Register and BNP for key Oil-for-
Food contracts. The Volcker Report noted that it was continuing to 
investigate the U.N.’s decision to award an inspection contract to 
Cotecna in 1998 to determine whether favoritism played a role. 
This Subcommittee, as our Chairman has outlined, is examining 
that issue at great length and that will be a subject of the discus-
sion today. 

Kojo Annan denies any wrongdoing. Kojo Annan has cooperated 
with the Subcommittee by voluntarily submitting to an interview, 
but we have been unable to reach a judgment about the contract 
award due primarily to the Subcommittee’s lack of access to rel-

VerDate 0ct 09 2002 11:58 Aug 08, 2005 Jkt 020172 PO 00000 Frm 00017 Fmt 6633 Sfmt 6633 C:\DOCS\20172.TXT SAFFAIRS PsN: PHOGAN



10
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evant documents and personnel at the United Nations. For that 
reason, questions remain unanswered about how the Cotecna con-
tract was awarded and about Kojo Annan’s activities. 

The United Nations has responded to the Volcker Report by ex-
pressing a determination to remedy identified deficiencies and 
strengthen its management, procurement, and auditing functions. 
The U.N.’s comments suggest that the U.N. staff has gotten the 
Volcker Committee’s message and is willing to embark on real 
change. I hope so. To bolster public confidence, it is essential that 
the United Nations fully implement the Volcker Committee’s rec-
ommendations. 

A key concern about the Oil-for-Food Program is the extent to 
which it was manipulated by Saddam Hussein to obtain illicit reve-
nues for his regime. We know that some of Saddam Hussein’s rev-
enue from sales of oil came from kickbacks that he got from con-
tractors involved in the Oil-for-Food Program. But the bulk of his 
illicit oil sale revenue, as the Chairman has just pointed out, actu-
ally came from the money he received from unregulated sales of 
Iraqi oil entirely outside of the Oil-for-Food Program to Turkey, 
Jordan, and Syria. That is sometimes called oil smuggling, but 
these are the open sales of Iraqi oil to those three countries. We 
in the world looked the other way from those sales, even though 
they were prohibited by the U.N.’s sanctions regime. 

The Volcker Report states, ‘‘There can be no question that bribes 
and other abuses provided many opportunities for illicit gain, often 
as part of a deliberate effort by Iraq to reward friends or cultivate 
political influence.’’ What is not clear is the extent to which those 
illicit financial gains benefited middlemen and corrupted individual 
Iraqi officials rather than the Iraqi regime. 

What does appear clear is that the major source of external fi-
nancial resources for the Iraqi regime resulted from sanctions vio-
lations outside the Oil-for-Food Program’s framework, and that is 
shown on the chart which is up here now showing that,1 in our 
computations, about 73 percent of the money which went to Sad-
dam Hussein from oil sales came through those open oil sales pri-
marily to those three countries, principally to Jordan, but also to 
Syria and Turkey. That was the open oil sales, the dark blue. I 
think the Chairman’s estimated percentage was about 67 percent 
as I remember, but that is the same oil sales that he referred to 
as oil smuggling and that I refer to as open oil sales. 

Using numbers provided by the Duelfer Report, it appears that 
Saddam Hussein’s abuse of the Oil-for-Food Program provided 
about one-sixth of Iraq’s total illicit income, while nearly three-
quarters of this illicit income came from those open oil sales which 
weren’t supposed to take place because they were outside of the 
Oil-for-Food Program. They occurred with the knowledge and 
acquiesence of the world community, including the United States. 

As a matter of fact, as we have dug into the historical record, we 
found evidence suggesting that Iraq may have obtained even more 
illicit revenue from its oil trade with Turkey than previously esti-
mated. The Duelfer Report, for example, states that from 1991 to 
1998, Iraq obtained at most $30 million per year from illegal oil 
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sales outside of the U.N. Oil-for-Food Program with its neighbors. 
However, the evidence now suggests that Iraq’s illegal oil trade 
with Turkey alone during these years generated far more revenue 
for Saddam Hussein than that, perhaps hundreds of millions of dol-
lars each year. 

These were openly made sales. The press reported big profits 
were being made from Iraq’s oil sales to Turkey in 1992. The New 
York Times report noted that, ‘‘The Western allies and just about 
everybody else seem ready to avert their gaze from this illegal 
smuggling.’’ Three years later, the New York Times estimated that 
Iraq was illegally selling about 200,000 barrels of oil per day 
through Turkey, obtaining illicit revenue for Saddam Hussein to-
taling between $700 million and $800 million per year. 

The oil sales that we in the world tolerated were open and obvi-
ous, despite their being in violation of the U.N. sanctions that we 
helped put in place. For example, in March 1998, the BBC posted 
a photograph purporting that it had found, ‘‘clear evidence that 
Iraq is breaking U.N. sanctions by exporting hundreds of millions 
of dollars worth of oil across its borders into the Gulf and Turkey.1 
Huge convoys of trucks and many ships carry the fuel out of Iraq, 
where it is sold on the black market,’’ and that is a copy of that 
BBC news report showing those lines of trucks going into Turkey. 

The Administration acknowledged the illegal trade in a quote in 
the New York Times of June 1998, saying that, ‘‘the tendency has 
been to turn a blind eye because the Turks are benefiting from it 
at a time when they are complaining anyway about sanctions on 
Iraq.’’ It is clear that the whole world, including the United States, 
knew about Iraq’s oil sales to Turkey, Jordan, and Syria. 

In the case of the United States, we not only knew about the oil 
sales, we actively stopped the U.N. Iraq Sanctions Committee, 
known as the 661 Committee, from acting to stop those sales. Be-
ginning in 1996, Turkey formally asked the United Nations 
through the 661 Committee for permission to increase its oil trade 
with Iraq. The United States expressly and repeatedly objected to 
the 661 Committee’s consideration of Turkey’s application instead 
of voting to simply turn it down. The United States could have 
voted to end the sales. Instead, it stopped the United Nations from 
acting. The result was that illegal oil sales to Turkey continued 
unabated. Hundreds of millions of dollars went into the pockets of 
Saddam Hussein as a result. 

Both the Clinton and Bush Administrations demonstrated in 
other ways an awareness and implicit approval of Iraq’s oil sales 
to Turkey and Jordan. Both Administrations repeatedly sent to 
Congress waivers from U.S. laws prohibiting U.S. foreign aid to 
any country that violated U.N. sanctions on Iraq. Each year since 
1994, Congress has prohibited foreign aid to any country violating 
U.N. sanctions on Iraq. Both the Clinton and Bush Administrations 
repeatedly issued waivers for Turkey and Jordan. Oil sales by Iraq 
to Turkey and Jordan continued apace in violation of U.N. sanc-
tions with our knowledge and implied consent. 

Now, the U.N. sanctions, despite all the leakage, abuses, and 
looking the other way to violations, were stopping Saddam Hussein 
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from rearming Iraq. In testimony to Congress in 2001 about the 
sanctions, Secretary of State Colin Powell said the following, ‘‘I 
think credit has to be given for putting in place a sanctions regime 
that has kept him pretty much in check.’’

As a matter of fact, the sanctions were working sufficiently well 
that Saddam Hussein used every tactic at his disposal to cir-
cumvent and to corrupt them. He was intent on undermining the 
U.N. sanctions regime precisely because they were working so well. 
U.N. sanctions represent one of the few available non-military tools 
to control the behavior of threatening nations. Helping sanctions 
work more effectively is an important goal, and fixing responsibility 
when they are allowed to be circumvented or corrupted will hope-
fully prevent that from happening in the future. 

I commend the Chairman for his determined efforts to achieve 
those goals through these hearings and I commend our staffs for 
the way they have worked together in carrying out the investiga-
tion on which our hearings are based. Thank you, Mr. Chairman. 

Senator COLEMAN. Thank you, Senator Levin. 
We are pleased to have with us the Chairman of the full Home-

land Security and Government Affairs Committee, Senator Collins. 

OPENING STATEMENT OF CHAIRMAN COLLINS 

Chairman COLLINS. Thank you, Mr. Chairman. I know that ev-
eryone is very eager to hear from the witnesses today, so I would 
ask unanimous consent that my full statement be entered into the 
record and I am just going to make a very few comments. 

Senator COLEMAN. Without objection. 
Chairman COLLINS. First, let me commend you for leading this 

much-needed investigation into the U.N. Oil-for-Food Program. 
This is a matter of extraordinary complexity and of great impor-
tance. 

The Subcommittee’s first hearing last November established that 
Saddam Hussein systematically looted the Oil-for-Food Program 
and turned what should have been one of the greatest humani-
tarian aid programs in history into one of history’s greatest frauds. 
We know that Saddam Hussein used some of his illicit proceeds to 
buy international support for his regime and to undermine numer-
ous U.N. resolutions. We know that some of the proceeds were used 
to buy the weapons that Saddam Hussein needed to remain in 
power. Some of these weapons are now being used by terrorists 
against our troops and against the Iraqi people. 

The question before the Subcommittee now is how was Saddam 
Hussein able to do this. The interim report of the Volcker Commis-
sion provides part of the answer. Indeed, its findings confirm some 
of our worst suspicions. In the critical components of the Oil-for-
Food contracting, the inspections of oil exports, the inspections of 
humanitarian imports, and the banking arrangements, the report 
finds that political considerations, favoritism, and expediency 
seems to take precedence over integrity, transparency, and account-
ability. 

In the area of internal program audits, the words used by the 
Volcker Commission—inadequate, erroneous, and unsatisfactory—
are, if anything, an understatement as the Subcommittee’s own in-
vestigation demonstrates. The clear lack of anything resembling 

VerDate 0ct 09 2002 11:58 Aug 08, 2005 Jkt 020172 PO 00000 Frm 00020 Fmt 6633 Sfmt 6633 C:\DOCS\20172.TXT SAFFAIRS PsN: PHOGAN



13

diligent oversight for a program worth some $64 billion is, to use 
another word, unconscionable. 

As the Chairman has outlined, the Subcommittee’s own inves-
tigators have uncovered very disturbing information suggesting im-
proprieties and possible fraud at many levels of the Oil-for-Food 
Program. This investigation, as well as the investigations by five 
House Subcommittees, has been hampered considerably by the 
U.N.’s reluctance to cooperate fully. I believe that we have only ex-
plored what appears to be an iceberg. We have only explored the 
tip of it. As we go deeper, this lack of full cooperation will become 
increasingly unacceptable. 

Accountability is vital for all institutions. This is especially true 
for public institutions. It is clear that something went terribly 
wrong with the Oil-for-Food Program, and those responsible must 
be held accountable. 

Again, Mr. Chairman, thank you for your leadership. 
Senator COLEMAN. Thank you, Chairman Collins. 
[The prepared opening statement of Senator Collins follows:]

PREPARED OPENING STATEMENT OF SENATOR COLLINS 

Thank you, Senator Coleman. I commend you for leading this much-needed inves-
tigation of the United Nations’ Oil-for-Food Program. This is a matter of extraor-
dinary complexity, and of great importance. 

The Subcommittee’s first hearing on this program last November laid a solid foun-
dation for the work ahead. As a result of our inquiry and others, we know that Sad-
dam Hussein systematically looted the Oil-for-Food program and turned what 
should have been one of the greatest humanitarian-aid programs in history into one 
of history’s greatest frauds. We know that Saddam Hussein used some of his illicit 
proceeds to buy international support for his regime, and to undermine the numer-
ous U.N. resolutions demanding compliance with the Gulf War cease-fire agreement. 

We know that some proceeds were used to buy the weapons the brutal dictator 
needed to remain in power. We also know that some of those weapons—the ammu-
nition and rocket-propelled grenades—now are being used by terrorists against our 
troops and against the Iraqi people. 

The question before us now is, how was Saddam Hussein able to do this? The in-
terim report of the Volcker Commission provides part of the answer. It reviews the 
way this program was set up and operated. Its findings confirm some of our worst 
suspicions. 

In the awarding of contracts to get the program under way, the interim report 
finds that the U.N. not only failed to follow generally accepted practices, but also 
failed to follow its own internal policies. In the critical components of Oil-for-Food 
contracting—the inspections of oil exports, the inspections of humanitarian imports, 
and the banking arrangements—the report finds that political considerations, favor-
itism, and expediency seemed to have taken precedence over integrity, transparency, 
and accountability. 

In the area of internal program audits, the words used by the Volcker Commis-
sion—inadequate, erroneous, and unsatisfactory—are, if anything, understatement. 
The clear lack of anything resembling diligent oversight for a program worth some 
$64 billion is, to use another word, unconscionable. 

It is only in the area of administrative expenditures that the findings are merely 
disturbing. The report noted that payments were made for expenditures that were 
not sufficiently documented or explained. In addition, given the widespread allega-
tions of fraud and corruption in this program, the decision to reduce administrative 
expenditures by shortchanging internal inspections and audits is a glaring example 
of being penny-wise and pound-foolish. 

Finally, we come to the findings regarding Benon Sevan, the former Executive Di-
rector of the U.N.’s Office of the Iraq Program, the so-called ‘‘ambassador’’ of the 
Oil-for-Food Program. The Commission’s finding that Mr. Sevan engaged in, ‘‘a 
grave and continuing conflict of interest’’ regarding extremely lucrative oil alloca-
tions speaks for itself. Mr. Sevan’s explanation for his unexplained wealth—a gift 
from an elderly aunt on a modest pension—fails anyone’s straight-face test. 

As the Chairman has outlined, this Subcommittee’s own investigators have uncov-
ered very disturbing information suggesting improprieties at many levels of the Oil-
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for-Food program. This investigation, as well as the investigations by five House 
committees, has been hampered considerably by the U.N.’s reluctance to cooperate 
fully. These investigations so far have only explored the tip of what appears to be 
an iceberg. As they go deeper, this lack of full cooperation will become increasingly 
unacceptable. 

Accountability is vital for all institutions. This is especially true for public institu-
tions. It is clear that something went terribly wrong with the way the Oil-for-Food 
program was set up and administered, and those responsible must be held account-
able. I look forward to the evidence the PSI investigators have uncovered and will 
be presenting today.

Chairman COLEMAN. Senator Domenici. 

OPENING STATEMENT OF SENATOR DOMENICI 
Senator DOMENICI. Mr. Chairman, first, I want to say to you that 

I have been here a long time, longer than many people believe I 
should have been, but frankly, I have not seen a new Senator take 
an issue of this magnitude and do the kind of job you have done 
with it. I have no doubt that many people were skeptical of your 
first comments with reference to what was going on, but I believe 
before we are finished that you will prove that you were right and 
that you found something that is terribly important to what has 
gone on in the Middle East. 

From my standpoint, I always wondered how Saddam Hussein 
could remain so strong when sanctions indicated to the world that 
he was depleted of resources that would permit him to remain such 
a strong power with reference to military might and control over 
his people. The sanctions were intended to diminish his power, but 
it seems like something else was happening. I think we might find 
out when we are finished with these hearings that this is what 
happened, this is where he got his support. If that is the case, I 
believe the U.S. Congress has uncovered something that is truly 
important to our country as we look at what we have tried to do. 
We have been misled. We have been put upon, without any ques-
tion, by those who have done this in a very serious way. 

And last and almost more important, and we don’t know the ex-
tent of this, but I am very suspicious of countries that seemed to 
be questioning resolutions that would have led to a conclusion that 
we should intervene in Iraq. Somehow it seems certain countries 
decided not to continue down that line, and the question is, were 
they affected by the transactions that occurred here, directly or in-
directly? Were they biased because of the monetary receipts that 
were coming in to either them or their friends, friends of that gov-
ernment? 

I think you have talked about that and around that, and I don’t 
know that we have proof yet, but I think these hearings will at 
least put on the table that something else was happening that 
might have had an impact on why countries didn’t support us with 
votes in the United Nations when the time came to finally decide 
enough was enough in Iraq. I hope you understand what I am say-
ing, and I hope the people understand what I am saying. 

I don’t want to openly accuse these countries, but it seems to me 
very close to a logical conclusion that there was some impact and 
it might have come from the resources that were siphoned into 
those countries or people close to the leadership in those countries. 
If that is the case, and it may very well be so, then these hearings 
will have proven something far beyond what you started out talk-
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ing about and far beyond what our people in America were think-
ing when these U.N. votes were occurring. 

I thank you for your diligence and I hope we can conclude with 
facts that you were right from the beginning and that this is a ter-
rible set of actions on the part of the United Nations. If so, some-
thing has to happen. Thank you, Mr. Chairman. 

Senator COLEMAN. Thank you, Senator Domenici. 
I would like to welcome our first panel of witnesses for today’s 

important hearing. This morning, we will hear from Robert 
Massey, the Chief Executive Officer for Cotecna Inspection; Andŕe 
Pruniaux, a former Senior Vice President of the Africa and Middle 
East Division for Cotecna Inspection; Arthur Ventham, a former 
Inspector for Cotecna; Vernon Kulyk, a former Customs Officer for 
the United Nations Office of the Iraq Program; and finally, John 
Denson, the General Counsel for Saybolt Corporation. 

I welcome all of you to today’s hearing and look forward to hear-
ing your views on the United Nations’ handling of the Oil-for-Food 
Program as well as discussing the role of Saybolt and Cotecna as 
independent inspectors for the Oil-for-Food Program. Cotecna was 
the independent inspecting agent for the humanitarian goods im-
ported into Iraq under the program. Saybolt Group was the inde-
pendent inspection agent for Iraqi oil exports under the program. 
I think it is important to understand how you carried out your du-
ties and whether these duties were consistent and appropriate with 
the purpose of the Oil-for-Food Program and U.N. sanctions. 

I want to take this opportunity to thank all of you for coming 
such a long distance to be at this hearing. It is important that you 
are with us this morning and we do appreciate your being here. 

Before we begin, pursuant to Rule 6, all witnesses who testify be-
fore the Subcommittee are required to be sworn. At this time, I 
would ask you to please stand and raise your right hand. 

Do you swear that the testimony you are about to give before 
this Subcommittee is the truth, the whole truth, and nothing but 
the truth, so help you, God? 

Mr. MASSEY. I do. 
Mr. PRUNIAUX. I do. 
Mr. VENTHAM. I do. 
Mr. KULYK. I do. 
Mr. DENSON. I do. 
Senator COLEMAN. We will be using a timing system today. 

Please be aware that approximately one minute before the red light 
comes on, you will see the lights change from green to yellow. It 
will give you an opportunity to conclude your remarks. Your writ-
ten testimony will be printed in the record in its entirety. We ask 
that you limit your oral testimony to no more than 5 minutes. 

Mr. Massey, we will have you go first, followed by Mr. Pruniaux, 
Mr. Ventham, Mr. Kulyk, and we will end up with Mr. Denson. 
After we have heard all the testimony, we will turn to questions. 
Mr. Massey, you may proceed. 
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1 The prepared statement of Mr. Massey with attachments appears in the Appendix on page 
168. 

TESTIMONY OF ROBERT M. MASSEY,1 CHIEF EXECUTIVE 
OFFICER, COTECNA INSPECTION S.A., GENEVA, SWITZERLAND 

Mr. MASSEY. Thank you, Mr. Chairman. Mr. Chairman and dis-
tinguished Members, good morning. My name is Robert Massey. 
From 1993 to the present, I have been the CEO for Cotecna Inspec-
tion S.A. in Geneva, Switzerland. Cotecna served as independent 
inspection agent for humanitarian goods entering Iraq in the U.N. 
Oil-for-Food Program between 1999 and 2003. Thank you for this 
opportunity to address the Subcommittee. 

You have received my written statement. Therefore, my prepared 
oral statement will make only four points. 

First, Cotecna was selected fairly on objective grounds, including 
price, responsiveness to the RFP, and expertise. 

Second, we performed our limited and technical role profes-
sionally under extraordinarily difficult circumstances. 

Third, we had no role whatsoever in the financial aspect of the 
program. 

Finally, the employment of Kojo Annan was in connection with 
the company’s substantial work in West Africa exclusively and had 
absolutely no relationship to Cotecna’s selection for the Oil-for-Food 
Program. 

I will elaborate on these four points in no particular order. 
Between 1992 and 1996, the inspection mission in the U.N. hu-

manitarian programs for Iraq changed, becoming much more lim-
ited. In 1992, Cotecna was competitively selected in the first inter-
national call for tender for a U.N. program to monitor Iraq’s pur-
chase of humanitarian goods. The company’s 1992 draft contract 
would have provided for Cotecna to perform price verification, pre-
shipment inspection, and post-landing inspection. The 1992 pro-
gram was never implemented, however, because the United Na-
tions and Iraq did not reach agreement. 

In 1996, Cotecna participated in a new U.N. call for tender, this 
time merely for the authentication of goods. Authentication, a serv-
ice unique to the U.N. program, compares the shipping documents 
accompanying the goods and the goods themselves against U.N. 
documents and database, confirming the goods actually arrived. 
Authentication was developed by the United Nations as one of the 
several steps in the process for paying suppliers under the Oil-for-
Food Program. 

Cotecna did not begin to authenticate shipments in 1996 because 
the United Nations awarded the contract to another company. This 
leads me to my next point. Cotecna’s limited technical role under 
the 1998 contract did not place us in a position to detect illegal 
payments by suppliers. 

I can best explain our role by specifying what we did and did not 
do. Cotecna was contracted to, and did, compare the U.N. docu-
ments and database with the shipping documents accompanying all 
Oil-for-Food goods crossing the Iraqi borders at specified locations, 
did visually check 100 percent of these goods and more closely ex-
amined a 10 percent random subset, and did test whether 100 per-
cent of foodstuff was fit for human consumption. 
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Cotecna was not contracted to, and did not, verify that foodstuff 
shipped was of the grade contracted, did not assess the value of the 
goods, did not interdict prohibited goods outside the program, did 
not perform any task with respect to goods not voluntarily pre-
sented, and did not select the goods imported, establish their speci-
fications, choose suppliers, negotiate or verify prices, designate 
sales intermediaries, establish sales commissions, or handle funds 
for the payment of goods. 

Your invitation asks me to describe my or my company’s knowl-
edge, if any, of illegal payments by suppliers to either U.N., 
Cotecna, or Iraq officials. My company and I have no knowledge of 
any such payments to anyone. We as inspectors with a limited and 
technical role were in no position to have such knowledge. 

My third main point is that Cotecna performed its job well and 
fully in accordance with its mandates. My colleague Andŕe 
Pruniaux will explain this point in more detail. Let me make only 
two related observations. 

First, while limited and technical, Cotecna’s mission was difficult 
and sometimes ambiguous. There were, for example, ambiguities 
concerning how and whether Cotecna was to test the quality of 
foodstuffs and how extensive Cotecna’s physical inspection for all 
goods should be. Largely, our role was clarified over time through 
communications with UNOIP people, although formal contract 
amendments did not always follow. 

After 1998, Cotecna asked the United Nations to expand the 
company’s scope of work to include services supporting price 
verification. The United Nations declined because it saw itself as 
solely responsible for this task. 

My final point is that the United Nations properly awarded 
Cotecna its contract. Before I discuss the 1998 U.N. procurement, 
let me say that Kojo Annan played no role in helping Cotecna ob-
tain the U.N. contract. A detailed timeline provided with my writ-
ten statement places his work for us in its proper African context. 
His employment with us had nothing to do with Iraq and every-
thing to do with West Africa. 

Cotecna hired him in late 1995 to work in Lagos, Nigeria, on 
Cotecna’s government pre-shipment inspection contract there. He 
resigned in December 1997, some months after the Nigerian ad-
ministration terminated Cotecna’s contract. Because of his mar-
keting skills in Nigeria and Ghana, Cotecna subsequently hired 
him to work under a 10-month consultancy agreement, which in-
cluded a non-compete clause. In January 1999, after completion of 
this consultancy agreement, we negotiated a new and enforceable 
non-competition agreement providing compensation, as required 
under Swiss law. 

There was a clear business rationale for these arrangements. In 
1999 and 2000, Cotecna was pursuing inspection contracts in Nige-
ria and Ghana and did not want Kojo Annan available to the com-
petition. As reflected in the provided timeline, the intense competi-
tive environment in Nigeria and Ghana continues until this day. 

Cotecna was awarded a U.N. contract in 1998 based on our pro-
posal, which offered the lowest cost and highest technical expertise, 
as well as experience working in harsh conditions. Along with the 
handful of other inspection companies worldwide, Cotecna learned 
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1 The prepared statement of Mr. Pruniaux with attachments appears in the Appendix on page 
88. 

of the U.N.’s October 9, 1998, RFP per standard procurement pro-
cedures. Cotecna had in the past been awarded U.N. contracts, had 
been selected for the unimplemented 1992 program, and had been 
invited to bid on the new Oil-for-Food Program in 1996. 

Mr. Chairman, under the unusual and restrictive conditions I 
have described, Cotecna fully met its obligation to the United Na-
tions. I am proud of Cotecna’s performance in this program. 

From the outset, Cotecna has cooperated fully with this Sub-
committee’s investigation. 

This concludes my prepared statements and I would gladly an-
swer any questions. 

Senator COLEMAN. Thank you, Mr. Massey. Mr. Pruniaux. 

TESTIMONY OF ANDŔE E. PRUNIAUX,1 FORMER SENIOR VICE 
PRESIDENT, AFRICA AND MIDDLE EAST DIVISION, COTECNA 
INSPECTION S.A., GENEVA, SWITZERLAND 

Mr. PRUNIAUX. Mr. Chairman and distinguished Members of the 
Subcommittee, thank you for inviting me to speak today. My name 
is Andŕe Pruniaux. I served as Senior Vice President of Cotecna In-
spection S.A. between 1998 and 2004. As such, I managed 
Cotecna’s operations in Africa and the Middle East, including its 
work as independent inspection agent for humanitarian goods in 
the U.N. Oil-for-Food Program. 

Today, I will describe, first, our negotiation of the 1998 Oil-for-
Food Program contract with the United Nations, then how we per-
formed our duties, then our working relationship with the UNOIP. 

We worked on this program from early 1999 to late 2004, so 
there is a great deal of information for me to cover in a short time. 
Everything I describe today is detailed in my written testimony 
and the extensive records that Cotecna has produced to investiga-
tors. 

Cotecna received the Oil-for-Food tender in late 1998. We found 
that the tender was broadly worded and did not provide detailed 
technical and process specifications. We found the lack of detail 
surprising, as the program had already been in operation for 2 
years. 

Although not mentioned in the tender, the United Nations im-
posed Cotecna the use of their existing Lotus Notes system during 
the negotiations. We had proposed using our in-house IT and com-
munication system and had fixed the contract price on this as-
sumption. At the time, we did not know that much about Lotus 
Notes, but our IT team understood that communication costs would 
be higher and the system less efficient. To accommodate their 
Lotus Notes requirement, the United Nations agreed to a price in-
crease even before finalization of the original contract. 

When we arrived on the ground in Iraq, the conditions were 
worse than anticipated. The inspection sites had recently been 
evacuated and were in disarray. There was a huge backlog of docu-
ments to be processed. We had only 1 month’s lead time from con-
tract award to implementation. No standard operating procedures 
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existed when we assumed responsibility, although procedures 
unique to the Oil-for-Food Program were demanded of us. 

An example of the initially vague scope of work concerns the test-
ing of foodstuffs to ensure only that they were fit for human con-
sumption. This is not a recognized concept within our industry. We 
had to work out what the United Nations wanted by making sug-
gestions that they would accept or reject until we knew exactly 
what they intended our mandate to be. These clarifications were 
not documented in formal contract amendments, but were agreed 
ad hoc and then reflected in the standard operating procedures we 
developed for the program and which were approved by the United 
Nations 

If there was any doubt about whether or not we should authen-
ticate a shipment because the paperwork was incomplete or a ship-
ment arrived at the wrong crossing, we would consult with the 
United Nations in New York and get their decision. These frequent 
consultations resolved many of our mandate’s ambiguities. How-
ever, it still seems to have left room for confusion amongst outside 
observers, such as the U.N. auditors, as to our performance as well 
as to the scope of our work. 

We also found that in reality, the U.N. Lotus Notes system was 
cumbersome and unsuited for the authentication purpose. Repli-
cating data between our servers in Iraq and the U.N.’s servers in 
New York often took days and the system often crashed. Then we 
would start the data replication process over, causing us to expend 
many more man hours. The Lotus Notes system was controlled by 
the United Nations and was the only way supplier contract infor-
mation was electronically transmitted to us. 

The system’s shortcomings greatly impacted upon the workload 
of inspectors, who had to work long hours, often through the night. 
For example, the system meant that we had manually to fax often 
2,000 or more authentication sheets from Iraq through to New 
York each night. 

Due to the design of the system, the audit trail was manual. It 
could take hours to track a single delivery. Think of this in terms 
of over 30,000-plus contracts, some of which involved several thou-
sand individual deliveries. 

As you can see, the program presented significant challenges. I 
will now explain how we worked with the UNOIP staff to overcome 
these challenges. 

Cotecna developed standard operating procedures for every as-
pect of the mandate. We established a three-level internal over-
sight and audit process. These were carried out by a team leader 
at each site, the contract manager in Amman, and our head office 
in Geneva. The contract manager position was introduced by 
Cotecna at our own cost to ensure efficiency and compliance. We 
also would hire technical experts as required, for example, customs 
specialists and financial auditors. The contract manager would be 
in daily contact with inspectors on the ground and would also con-
duct detailed field audits at each site on average every 2 months. 
I would also personally conduct my own on-site reviews twice a 
year, and there were semi-annual management meetings in 
Amman and Baghdad which the UNOIP staff would attend when 
possible. 

VerDate 0ct 09 2002 11:58 Aug 08, 2005 Jkt 020172 PO 00000 Frm 00027 Fmt 6633 Sfmt 6601 C:\DOCS\20172.TXT SAFFAIRS PsN: PHOGAN



20

1 The prepared statement of Mr. Ventham appears in the Appendix on page 110. 

We communicated with the UNOIP daily, providing them with 
detailed reports as to the precise level of authentication activity at 
each site. We also provided reports on the pending authentications. 
The UNOIP regularly visited and audited our sites, and I would 
visit New York two or three times a year for working sessions with 
the UNOIP. 

In conclusion, Cotecna met the terms of its mandate in full. In 
order to develop the best service possible, we insisted on 100 per-
cent visual inspection of all imports. We also put in place a con-
tract manager and we hired up to 30 surplus inspectors to allow 
for strenuous shift demands and sufficient rest and recuperation 
for our inspectors in Iraq. We took these steps at our own expense. 
We developed clear SOPs that the United Nations approved. 

Mr. Chairman, I am confident that Cotecna met and exceeded its 
obligations under the U.N. mandate and we did so under very dif-
ficult circumstances. 

This concludes my prepared statement and I would be happy to 
answer any questions. 

Senator COLEMAN. Thank you very much, Mr. Pruniaux. Mr. 
Ventham. 

TESTIMONY OF ARTHUR VENTHAM,1 FORMER INSPECTOR FOR 
COTECNA INSPECTION, S.A., WESTERN AUSTRALIA 

Mr. VENTHAM. Mr. Chairman and Members of the Subcommittee, 
my name is Arthur Ventham and I am here at your request to tes-
tify about my experiences as an inspector with Cotecna Inspections 
S.A., the independent inspection and authentication contractor for 
the Oil-for-Food Program. 

Before I begin my testimony, I want to thank you and the Sub-
committee for giving me the opportunity to travel to your Nation’s 
capital to provide assistance to your investigation into the United 
Nations Oil-for-Food Program and I hope my testimony assists with 
your endeavors. 

I would like to iterate that my intent is not to denigrate my fel-
low inspectors employed by Cotecna Inspections but to provide the 
insight into what occurred on the ground in Iraq at the sites that 
I spent time at, namely Ar’Ar, Al-Waleed, Um Qasir, and Zakho, 
and Iskenderun in Turkey. 

The period that I spent with Cotecna in Iraq, Turkey, and Jordan 
was an experience I would not have missed. I went to Iraq to try 
and do something for the people of that country as well as assisting 
an organization that I had a lot of time for, namely the United Na-
tions. Before answering the Subcommittee’s questions, let me give 
you a brief description of my background and role at Cotecna. 

From 1977 to 1994, I was employed in various capacities with 
the Australian Customs Service. During my 18 years there, I 
served in senior positions including their Training Officer, Customs 
Commercial Systems and Investigations Section; Senior Operations 
Officer, Investigations and Compliance Section; Duty Manager, 
Compliance and Passenger Processing Section; and Senior Investi-
gator, Inland Revenue Section. 
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From 1994 to 1995, I was contracted as a Manager, Tariff and 
Trade Section of Coopers and Lybrand, which is one of the big four 
accounting firms in Australia. 

From 1995 to 1998, I was employed in private industry as the 
Managing Director, Business and Development, Tariff and Trade 
Section of ArMar Holdings International, an international boutique 
consulting agency, and as the Chief Executive Officer of Business 
Development of Power Management Australasia, a specializing ac-
counting, CPA, and business consulting agency for major projects 
both onshore and offshore Australia. 

In 1998, I returned to the public service as a contract employee 
for the West Australia State Government, where I worked until De-
cember 2002, when I was hired as an inspector for Cotecna. Upon 
terminating my employment with Cotecna, I returned to public 
service work for the State of West Australia, where I work at the 
present time. 

As for my employment with Cotecna, I landed the job through a 
former colleague with the Australian Customs Service who had 
himself worked for Cotecna as an inspector in Iraq. He suggested 
that I apply for the inspector position, which I did. I was subse-
quently hired. I actually departed Australia on December 20, 2002, 
for service in Iraq. I served as an inspector at the Ar’Ar inspection 
station on the Saudi Arabian border until the end of January 2004. 

In mid-January, I volunteered to visit the Al-Waleed inspection 
station on the Syrian border for the purpose of observing and 
learning the inspection process so that I could prepare a standard 
operating procedure for the Ar’Ar site at the request of the team 
leader. After approximately 1 week at Al-Waleed, I returned to 
Ar’Ar, where I learned that I was being transferred to Um Qasir 
inspection station near the Kuwait border and the Persian Gulf. 

I remained at Um Qasir as an inspector until March 17, when 
we were evacuated to Jordan due to hostilities associated with Op-
eration Iraqi Freedom. I remained in Jordan until April 7, when I 
was transferred to Iskenderun, Turkey, as an inspector. 

While at Iskenderun, I rotated through a satellite site in Mersin, 
Turkey, and also visited other inspection sites in the area on an as-
needed basis. Eventually, I was promoted to the position of Admin-
istrative Deputy Team Leader, which meant that I was responsible 
for administration, accounts, and other activities associated with 
the Mersin site. 

In late June, I accepted an opportunity to become the Site Lead-
er of the Zakho inspection station on the Turkish border——

Senator COLEMAN. Mr. Ventham, if I may, rather than going 
through your history of assignments, can you focus on your obser-
vations to help the Subcommittee? 

Mr. VENTHAM. Prior to being accepted as an inspector, my under-
standing of the Oil-for-Food Program was somewhat limited and I 
was of the opinion that all goods entering Iraq were subject to the 
same strict inspection services to ensure that no unlawful or inap-
propriate goods, such as military, chemicals, or other potential dan-
gerous goods were brought into the country illegally. From the pro-
cedures and processes I witnessed as an inspector, this did not ap-
pear to be the case, as we were only interested in those goods that 
complied with U.N. SCR 986 sanctions. 
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As an ex-military officer and business consultant, I am aware of 
and have been trained in logistics, security, and service delivery. 
The activities that I undertook while employed with Cotecna was 
contrary to everything that I have been taught, be that through the 
university, the military, or customs. As a professional customs 
manager and business consultant, I was somewhat surprised at 
how Cotecna operated when dealing with a major U.N. activity 
such as the Oil-for-Food Program. 

To my dismay, I found that the inspections being performed by 
Cotecna, inspections which I found to be inadequate were, in fact, 
appropriate based on the instructions provided to them by the OIP 
U.N. I could not allow myself to continue to be part of such an in-
spection program or to be associated with a company who con-
ducted the inspection business in that manner. 

While I am disappointed that I was unable to work with the 
United Nations to achieve a desired outcome, I am not sorry to 
have left Cotecna when I did, as I believe that the way they oper-
ated was contrary to best practice. 

I am now available to answer your questions. 
Senator COLEMAN. We will enter your full statement into the 

record, Mr. Ventham. Thank you very much. Mr. Kulyk. 

TESTIMONY OF VERNON P. KULYK,1 FORMER DEPUTY CHIEF 
CUSTOMS EXPERT, UNITED NATIONS OFFICE OF THE IRAQ 
PROGRAM, DAR ES SALAAM, TANZANIA 

Mr. KULYK. Good morning, Mr. Chairman, Ranking Member 
Levin, and Subcommittee Members. Thank you for this opportunity 
to testify before this inquiry into matters concerning the Office of 
the Oil-for-Food Program, United Nations. 

In July 1998, I joined the United Nations Office of the Iraq Pro-
gram, UNOIP, as a customs expert. Eventually, I became the Dep-
uty Chief Customs Expert and my responsibilities included review-
ing contracts for humanitarian aid to be shipped into Iraq under 
the program as well as monitoring the performance of the inde-
pendent inspection contractors in the program. 

I am a Canadian citizen, and prior to my arrival at the United 
Nations Office of the Iraq Program, I had in excess of 30 years of 
experience as a customs officer with the Government of Canada 
and I also had substantial experience enforcing sanctions in a sanc-
tions environment, working in the Balkans in 1993 and 1994. 

This Subcommittee’s invitation requested that I address several 
topics in my prepared remarks. However, in my opening statement, 
I will focus on the humanitarian goods contract review and ap-
proval process. 

There were two main categories of contracts that the UNOIP was 
responsible for reviewing under the program, contracts for humani-
tarian goods and contracts for agency goods. For the purpose of ex-
planation, humanitarian goods were sometimes referred to as the 
53 percent account because 53 percent of the revenues from the 
sale of Iraqi oil were used to purchase these goods. Likewise, the 
agency goods were sometimes called the 13 percent account, be-
cause 13 percent of the oil revenues went to their purchase. 

VerDate 0ct 09 2002 11:58 Aug 08, 2005 Jkt 020172 PO 00000 Frm 00030 Fmt 6633 Sfmt 6601 C:\DOCS\20172.TXT SAFFAIRS PsN: PHOGAN



23

The government of Iraq was permitted to contract directly for the 
purchase of humanitarian goods with suppliers. Agency goods, on 
the other hand, were purchased directly by the United Nations 
agencies for use in the three northern governates because it was 
felt that the government of Iraq could not be trusted to deliver hu-
manitarian goods to that region. 

I will first discuss the contract review and approval process for 
humanitarian goods, which had several distinct steps which I be-
lieve demonstrate a reasonably comprehensive review process. 

First, at the beginning of each phase of the program, the Pro-
gram Management Division, or PMD, of the UNOIP was respon-
sible for creating a list of goods that could be purchased, and this 
was called the distribution plan, which in essence essentially was 
a large shopping list. 

Second, the government of Iraq negotiated directly with suppliers 
for the purchase of the goods that were included in the distribution 
plan. 

Third, the supporting mission of the supplier would submit the 
contract to the United Nations, because suppliers were not allowed 
to submit their contracts directly to UNOIP. 

Fourth, customs experts at the UNOIP’s Contracts Processing 
Monitoring Division, or CPMD, as it is referred to, where I worked, 
reviewed the contracts presented by the missions on a first come, 
first served basis. 

It is important to note that the review process is not simply a 
paper exercise. We reviewed the contracts for completeness, box by 
box, line by line, and clause by clause to assess the following cri-
teria: One, whether the goods being purchased fell into a category 
of goods on the distribution plan; two, whether the goods being pur-
chased were appropriate and/or suitable for the approved purpose 
in the sector; three, whether the goods were reasonably priced 
under the circumstances; and four, whether contracts included pro-
hibited clauses that were outside of the scope of the program, such 
as preferred payment clauses or performance guarantees or com-
missions, if you may wish. 

To assess the reasonableness of prices, we attempted to obtain 
the transactional value of the goods by various methods. These 
methods included cross-checking the prices on similar goods from 
different phases of the program, checking catalogs of different sup-
pliers for price comparisons, researching price information avail-
able on the Internet, and contacting suppliers via the permanent 
missions. It should be noted that customs experts were not allowed 
to meet with suppliers without mission representatives being 
present to reduce potential offers or bribes or other financial incen-
tives that suppliers may extend. 

Following this thorough review of the application and the con-
tract, the customs officer compiled his or her findings in an officer’s 
comment or report, which included the expert’s assessment of 
whether the contract price was reasonable, slightly high, or exces-
sive. 

Fifth, the Chief Customs Expert or the Deputy Chief Customs 
Expert conducted another supervisory level of compliance review of 
each written contract report. Thus, while I was serving as the Dep-
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uty Chief Customs Expert, I reviewed most of the contracts and 
written contract reports compiled by customs experts. 

Finally, the 661 Committee reviewed each contract and each re-
port, including whether the contract complied with the relevant 
U.N. resolutions, in particular Resolution 986, and the 661 Com-
mittee had the option of approving the contract, denying the con-
tract, or putting the contract on hold pending clarification. 

Agency goods, or 13 percent account goods, had a slightly dif-
ferent contract review and approval process and it is important for 
the members of the panel to note that while the authentication of 
agency goods was not a trigger to payment for suppliers, it was fa-
cilitative to the extent of gathering statistics and to some degree 
of reconciliation of the arrival of agency goods. It was not a trigger 
to payment. 

I worked with a group of highly qualified and committed customs 
experts in the Contracts Processing Management Division, who I 
believe were dedicated to doing their best to report overpricing and 
suspected fraud to the 661 Committee. To my knowledge, the 661 
Committee was fully aware of all suspected overpricing and fraud 
detected and reported. 

In conclusion, the stated goal of the program was to get the hu-
manitarian goods to the Iraqi people who were suffering as a result 
of the U.N. sanctions while ensuring that the government of Iraq 
did not manipulate the program to rearm its military. I believe the 
program was successful in achieving its goal in spite of the limita-
tions placed on it. 

Mr. Chairman, I am now happy to answer any questions you 
may have. 

Senator COLEMAN. Thank you, Mr. Kulyk. Mr. Denson. 

TESTIMONY OF JOHN DENSON,1 GENERAL COUNSEL, SAYBOLT 
GROUP, HOUSTON, TEXAS 

Mr. DENSON. Chairman Coleman, Ranking Member Levin, distin-
guished Members of the Subcommittee, thank you for the oppor-
tunity to testify before you today. My name is John Denson. I am 
General Counsel of Saybolt. You have asked me to speak today 
about the activity of Saybolt in its capacity as independent inspec-
tion agent for the United Nations during the Oil-for-Food Program. 

I would like to make a personal observation, if I might, and that 
is that Saybolt had both the blessing and the curse of playing a 
very pivotal role in one of the most politically charged international 
programs in history. We ourselves are not political, and that may 
be one of the reasons we were chosen for that role. We welcome the 
opportunity to uncover the truth about what went right and what 
went wrong in this program, and for that reason, we have worked 
very closely with your Subcommittee and with all the official inves-
tigators to bring things out into the open and have them clearly 
understood by everybody that needs to learn from and look at this 
program. 

Going back to my prepared oral testimony. I have submitted a 
detailed written statement, so I will keep my oral comments brief, 
focusing on only a few key points which I hope will help the Sub-
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committee evaluate the information it has received regarding 
Saybolt, including almost 300,000 pages we have already provided 
to the Subcommittee during the last several months. 

I would like to take a moment to put our performance and our 
duties as a U.N. contractor in Iraq in some context. Over 7 years 
of the Oil-for-Food Program, Saybolt inspected some 2,700 loadings 
at two inspection points designated by the United Nations, the 
Ceyhan, Turkey, and the Mina Al-Bakr, Iraq, loading terminals. 
Saybolt also monitored the flow of oil through the pipeline con-
necting Iraq to the Ceyhan port, in addition to inspecting some oil 
industry equipment imports and coordinating three expert studies 
on the Iraqi oil industry for the United Nations. 

The United Nations extended our contract every 6 months be-
tween 1996 and 2000, and in 2000, the United Nations renewed 
our contract, which was further extended through the end of the 
program in 2003. These extensions and renewals are a reflection of 
the quality of work we did under very difficult circumstances. 

On the subject of the selection of Saybolt to be a contractor for 
the United Nations, I would like to emphasize one point. The man-
ner in which the United Nations conducted this process, which is 
described further in my written testimony, elicited some criticism 
in the interim report produced earlier this month by the U.N. Inde-
pendent Inquiry Committee, also known as the Volcker Commis-
sion. In particular, the interim report found that the United Na-
tions did not adhere to some of its internal rules in conducting that 
process. 

However true that finding may be, it is not a finding about 
Saybolt. Saybolt was not made aware of any such rules. Further, 
the rules are not even made publicly available, as far as we know. 
The only guideline that the United Nations made known to Saybolt 
at the time is that it reserved the right to conduct the procurement 
process in whatever manner it deemed to be in the best interest 
of the United Nations. 

In order to compete in the bidding process, Saybolt therefore had 
to tailor its efforts to the concerns expressed by U.N. officials, such 
as the need for a lower price, and to make the various bids an ap-
ples-to-apples comparison rather than the apples-to-oranges com-
parison it started out being. In the end, as detailed in my written 
testimony, we are confident that Saybolt was the most qualified 
bidder and that we offered the most competitive price. 

At Saybolt, we are proud of our performance under the U.N. con-
tract. Although living and working conditions were extremely tough 
and the Iraqi infrastructure was also found wanting in critical 
ways, Saybolt inspectors carried out their duties with a very high 
level of dedication and professionalism. Saybolt always worked in 
close coordination with the United Nations and always responded 
promptly to difficulties it encountered in the field. 

I won’t take up the Subcommittee’s time with an exhaustive list 
of the challenges we face in Iraq. Suffice it to say that Iraq under 
the Hussein regime was not very welcoming to foreign contractors. 

One operational challenge does bear mention here because it has 
been periodically discussed at hearings on the program, the lack of 
functioning metering equipment in Mina Al-Bakr. This, like some 
of the other issues we will discuss today, reflects some of the inher-
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ent flaws in how the program was structured to operate. Although 
Saybolt alerted the United Nations to this problem from the onset 
of the program, and to some extent even before the program start-
ed, Iraq did not undertake to put into place functioning meters at 
the Mina Al-Bakr platform. As a result, Saybolt could not measure 
the flow of oil into individual tankers. Instead, Saybolt had to rely 
on an alternate method of measurement. This method, while com-
pliant with commercial standards, was not as foolproof as a meter 
or as accurate as a meter would be. 

This lack of proper metering equipment was also a contributing 
factor in the 2001 topping-off incidents involving the oil tanker 
Essex. As noted in my written testimony, Saybolt immediately in-
vestigated this problem and we detailed our findings to the 661 
Committee. Our investigation found no evidence at the time to sug-
gest that the company knew of these two topping-off incidents be-
fore they happened. The available evidence indicates that the 
Essex loaded additional oil, approximately 230,000 barrels each of 
the two times, after the Saybolt inspectors had already certified the 
loading amount and left the vessel to return to the living quarters. 

Saybolt immediately instituted several additional safeguards to 
prevent any recurrence of this. Under the new procedures, our in-
spectors stayed on board ships until their departure. If their depar-
ture was delayed, Saybolt placed numbered, sealed caps on the ves-
sel loading valves, which we again inspected prior to departure to 
make sure they had not been removed. These additional measures 
were effective and we are aware of no further incidence of topping 
off. 

Furthermore, Saybolt prepared a report for the U.N.’s 611 Com-
mittee to analyze the likelihood that there were prior incidents of 
topping off. This report concluded that it was extremely unlikely 
that there were other incidents of topping off. 

As you may know, documents obtained from Iraq last year have 
led to an allegation that Iraq tried to bribe one of the Saybolt in-
spectors on the platform in connection with the Essex loadings. I 
have personally overseen our recent investigation into that allega-
tion. We have sought to gather evidence on a global scale and are 
in the process of evaluating the evidence we have been able to ob-
tain. 

In addition, I have cooperated with this Subcommittee and have 
kept it fully informed of everything that we have been able to do 
on this investigation and we look forward to continuing to do so. 
I understand that the Subcommittee has obtained additional docu-
ments from Iraq relating to this allegation and that these docu-
ments will be placed in the record today. Saybolt will review these 
documents very carefully. Saybolt does not take allegations of brib-
ery of company employees lightly. If there is any credible evidence 
to support the allegation, Saybolt will take appropriate disciplinary 
action. 

The other point of clarification should be made as it relates to 
the scope of our duties as a U.N. inspector. As I have mentioned, 
our inspectors worked at two locations, the Ceyhan-Zakho pipeline 
between Iraq and Turkey, and the Mina Al-Bakr loading platform 
in Southern Iraq. Saybolt’s mandate was not to inspect all of Iraq 
oil exports, nor was it to act as a police force. We were not tasked 
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with monitoring exports of oil by Iraq from all locations other than 
the two I just mentioned. Nonetheless, when we became aware of 
instances of exports outside of the Oil-for-Food Program, we alerted 
authorities. 

For example, in November 2000, Saybolt informed the United 
Nations of rumors that the pipeline to Syria had been put into op-
eration. In March 2001, Saybolt informed the United Nations of in-
formation indicating that there was smuggling into Turkey via 
tankers, avoiding the Iraq-Turkey pipeline at which our inspectors 
were stationed. In addition, we informed both the United Nations 
and the MIF about illegal loadings that we understood were taking 
place at Khor Al Amaya, a terminal about ten kilometers to the 
north of Mina Al-Bakr. 

Finally, I would like to clarify how our contract with the United 
Nations for inspecting oil exports was priced. As you know, last 
month, the IIC released an audit report on the management of the 
Saybolt inspection contract. In its annex to the briefing paper, the 
IIC summarized certain conclusions from that report. What the IIC 
did not mention or take into account was that the U.N. Office of 
Iraq Program, the OIP, and Saybolt had informed the auditors that 
several of their conclusions were based on a misunderstanding of 
the nature of Saybolt’s contract with the United Nations. 

Specifically, auditors in the U.N. office had misunderstood the 
contract as a cost-plus contract rather than a fixed-price contract. 
In fact, the price of the contract was fixed on a per man, per day 
rate. In negotiating this rate, Saybolt assumed——

Senator COLEMAN. Mr. Denson, could you sum up? You are about 
4 minutes over, and I am trying to let you say everything you need 
to say——

Mr. DENSON. Sorry. 
Senator COLEMAN [continuing]. But if you can please sum up, 

and we will submit that statement for the record. 
Mr. DENSON. All right. We have produced to the Subcommittee 

documents regarding the audit and the correspondence following 
the audit and we would encourage their release as other things are 
being put in the public record. 

Let me close by saying that Saybolt has been in close contact 
with the Subcommittee staff through this investigation, has worked 
hard to be responsive to all requests by the Subcommittee, and we 
will continue to do so. I hope the Subcommittee has found the in-
formation Saybolt has provided useful, and again, I thank you for 
the opportunity to testify and I would be happy to respond to any 
questions you may have. 

Senator COLEMAN. Thank you, Mr. Denson. 
I would note, we are going to do 8-minute rounds of questions to 

start, and I would presume we are going to have more than one 
round. 

I would note that Saybolt has been very cooperative with the 
Subcommittee and we do appreciate that. 

You indicated that you informed the United Nations in Novem-
ber 2000 about the pipeline into Syria. Do you know if any action 
was taken on that issue? 

Mr. DENSON. As far as we know, no action was taken. 
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Senator COLEMAN. And you also informed the United Nations in 
March 2001 about the smuggling into Turkey. Do you know if any 
action was taken on that? 

Mr. DENSON. As far as we know, no action was taken. 
Senator COLEMAN. Do you know whether Mr. Sevan’s office ever 

inspected your oil monitoring activities in Iraq? 
Mr. DENSON. You mean other than the audits, Senator? 
Senator COLEMAN. Yes. 
Mr. DENSON. Mr. Sevan’s office, I don’t think, physically in-

spected our operations in Iraq. 
Senator COLEMAN. Let me just, for the record, in my opening 

statement, we talked about an Armando Carlos Oliveira, who our 
records indicate was a Saybolt employee in Iraq under the Oil-for-
Food Program. Can you confirm that he was, in fact, a Saybolt em-
ployee? 

Mr. DENSON. He was, in fact, a Saybolt employee. 
Senator COLEMAN. One other issue for now, Mr. Denson. In 

Charles Duelfer’s report, the name Saybolt appears as a recipient 
of an oil allocation Phase 12, though it says no oil was ever lifted. 
Would you confirm under oath that Saybolt never requested or re-
ceived any allocation of Iraqi crude oil? 

Mr. DENSON. Absolutely. Saybolt did not request and did not re-
ceive an oil allocation and we have no idea how our name ended 
up on that list. 

Senator COLEMAN. I wonder if we could put Exhibit 52,1 Senator 
Levin’s exhibit, actually, it is the picture, it is right back there. I 
would ask Mr. Ventham, since you were on the ground, just looking 
at the picture of trucks that were lined up, is that a site that you 
are familiar with? 

Mr. VENTHAM. Yes. 
Senator COLEMAN. Now just to make it clear, you were focused 

on what we call 986 goods? 
Mr. VENTHAM. That is correct, yes. 
Senator COLEMAN. Can you explain the difference between 986 

goods and other goods? 
Mr. VENTHAM. Well, basically, we were only told to inspect goods 

that complied with the U.N. Security Council Resolution 986. Any-
thing else, we weren’t interested in talking about. 

Senator COLEMAN. So if someone had papers but the papers 
weren’t relating to 986, those trucks would just go through? 

Mr. VENTHAM. As far as I was concerned, yes. 
Senator COLEMAN. And we are talking about—could you give me 

an estimate of the number of trucks that passed through Al-Waleed 
border station during the week you spent there prior to Operation 
Iraqi Freedom? 

Mr. VENTHAM. I saw approximately 400 to 500 trucks, I think it 
was. 

Senator COLEMAN. And how many of those trucks were 986 
trucks that you inspected? 

Mr. VENTHAM. I inspected three. 
Senator COLEMAN. Three? 
Mr. VENTHAM. Three. 
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Senator COLEMAN. Thank you. I wonder if we can turn to Mr. 
Massey. I want to focus a little bit on Kojo Annan and the filing 
of reports. We interviewed one of your former employees, Michael 
Wilson. I think, in fact, he is currently one of your consultants. Do 
you know Mr. Wilson? 

Mr. MASSEY. Yes. 
Senator COLEMAN. At least he indicated to us it was standard 

practice for Cotecna employees to write trip reports detailing what 
was accomplished on a particular trip, is that correct? 

Mr. MASSEY. This is correct. 
Senator COLEMAN. We were not supplied with any trip report for 

the time, apparently there were 15 days that Mr. Annan was in 
New York for the General Assembly. Do we have Exhibit 19? 1 I be-
lieve on that exhibit, he is submitting a request for consultancy ex-
penses, 15 days in New York, for work for the General Assembly 
and various meetings relating to other special projects. Do you 
have any trip report for those 15 days? 

Mr. MASSEY. We haven’t found any trip report. We looked into 
our files. We also looked into the archives in Lagos, where he was 
residing at that time, to see whether there was any trip report. We 
haven’t found any. 

Senator COLEMAN. So in spite of the fact that you have a practice 
and procedure that calls for trip reports, for this, for what he is 
being reimbursed for for 15 days in New York, the General Assem-
bly, you have no documentation of what he did during that period 
of time? 

Mr. MASSEY. No, and it may very well be that he hasn’t written 
any trip reports. What may have happened is that soon after the 
General Assembly meeting, which was attended by himself and Mr. 
Pierre Mouselli, we met again, he and I, in Washington, early Octo-
ber, I think, on the occasion of the IMF World Bank annual meet-
ing. Maybe we have discussed his meetings that he had had during 
the General Assembly. So that may explain why we haven’t found 
any original reports. This is the only explanation that we can come 
up with to explain the lack of reports in our archives. 

Senator COLEMAN. Mr. Pruniaux, I believe the Subcommittee re-
quested Exhibit 20.2 Can you put Exhibit 20 up there, please? Ex-
hibit 20 is a letter from you, Mr. Pruniaux, dated December 4. The 
original one was produced on August 28 to the Subcommittee, and 
in that, I believe, there are actually two documents. We have an 
original document received August 20, and then as we were going 
through our investigation, we asked for some other documents, and 
the document refers to, ‘‘I refer to our telephone conversation of 
Friday, 1 December 1995. Attached is Mr. Annan’s CV.’’

We also then got another copy of that document with a series of 
papers just a little while ago, on December 22, 2004. It appears 
that the original document that was sent to us in August, there is 
information that is redacted. In other words, what we got in our 
first request in August there is apparently no reference to the 
‘‘P.S.’’ that is apparently in the original document. It was supplied 

VerDate 0ct 09 2002 11:58 Aug 08, 2005 Jkt 020172 PO 00000 Frm 00037 Fmt 6633 Sfmt 6601 C:\DOCS\20172.TXT SAFFAIRS PsN: PHOGAN



30

1 See Exhibit No. 21 appears in the Appendix on page 278. 

to us in December of this year. As a ‘‘(P.S.: Attached is also copy 
of a recent article in newsweek on Kojo’s father, Kofi Annan).’’

Can you explain to me why the document that was originally 
sent to the Subcommittee in August had that information redacted? 

Mr. PRUNIAUX. No. I recognize my own document, the one I pro-
duced on the 4th of December 1995, and the other one which comes 
from the files in Lagos. 

Senator COLEMAN. Do you recall whether the—I am trying to un-
derstand why a document that was submitted to this Subcommittee 
in August has information that was apparently redacted from what 
was the original. The original document made specific reference to 
Secretary-General Annan. 

Mr. PRUNIAUX. Yes. There is no evidence that it was redacted 
again, but I can recognize the writing of Mr. Bunnetta, who was 
the Chief Liaison Officer in Lagos at that time. 

Senator COLEMAN. I am deeply concerned, Mr. Pruniaux, that 
the documents that we received in August apparently had informa-
tion that was removed. Can you shed any light on how that was 
removed or why it was removed or why that reference was not seen 
on the copy that was presented to this Subcommittee? 

Mr. PRUNIAUX. It was not removed. 
Senator COLEMAN. Well, apparently it was removed. I mean, the 

documents that we got on August 28 do not have that reference, 
and I am just trying to understand how that occurred, who would 
have been responsible, who might have taken that action. You have 
no information? 

And I turn to Mr. Massey about this. There are no public ref-
erences. When you were negotiating working with the United Na-
tions, talking to the United Nations about the contract on Decem-
ber 28, was there any discussion with U.N. officials about the fact 
that the Secretary-General’s son had a relationship with Cotecna? 

Mr. MASSEY. Never, ever. Absolutely, 100 percent affirmative. 
We never mentioned the fact that Mr. Annan, Kojo Annan, worked 
for us at that time. 

Senator COLEMAN. If we can go to Exhibit 21?1 Exhibit 21 is a 
memorandum from Michael Wilson, again, who worked for Cotecna 
and is presently a consultant, and I believe Exhibit 21, Mr. Wil-
son’s memo indicates that in December 1998, Cotecna believed it 
had to win the approval of Benon Sevan, Kofi Annan, and the 661 
Committee. Can you tell me, were there any efforts made to ap-
proach either Mr. Sevan or Mr. Annan about the Cotecna contract? 

Mr. MASSEY. Never. 
Senator COLEMAN. In the Wilson memo, I believe it talks about 

Cotecna had the active backing of the Swiss mission as well as 
there was quiet lobbying within diplomatic circles in New York. 
Can you explain what quiet lobbying was done within diplomatic 
circles in New York? 

Mr. MASSEY. That was an initiative that Mr. Wilson took and I 
was not informed of the details of the people he met, but he re-
ported to us that he had met several people that could have a say 
or could be—could help us in promoting the name and the project 
that we were presenting. 
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Senator COLEMAN. Exhibit 18,2 just one more series of questions 
for you, Mr. Massey. This is a memo from Kojo Annan to yourself, 
and in that memo, and I discussed it in my opening statement, it 
says, ‘‘As discussed with you Sunday, PM and myself put in place 
a ‘machinery’ which will be centered in New York that will facili-
tate the continuation of contacts established and assist in devel-
oping new contacts for the future. This ‘machinery,’ due to its glob-
al nature and its longevity, is as important overall as any other 
contacts made. For certain reasons, PM was integral to creating 
the aforementioned structure.’’ Can you tell me what this machin-
ery was? 

Mr. MASSEY. I am sorry to say, but this is a bit of a mystery to 
us, also. I remember that Kojo tried to elaborate on a system that 
he could develop in New York to have access to different ambas-
sadors of different countries where we had a specific interest in 
promoting our abilities, mainly African countries. 

I think there is also another aspect that needs to be taken into 
consideration. We are in September here in 1998 and we are 6 or 
7 months down the line with this consultancy agreement. Kojo had 
gone already to the NAM Summit, the Non-Aligned Movement 
Summit, and very little achievement, very little results, had come 
out of his different missions and visits. But the main project had 
given him to really focus on was the Nigerian project, which has 
been and still is one of the most important projects for Cotecna. 

Senator COLEMAN. Now, this is December 1998. This is a few 
months before Cotecna gets the contract for the Oil-for-Food Pro-
gram. That was in December 1998——

Mr. MASSEY. Yes, but this has nothing to do with the U.N. Oil-
for-Food Program. I am trying to explain to you what is this ma-
chinery about and the way he put it to us. I think in August 1998, 
the Nigerian administration changed because the then-president 
died. So suddenly, you find a new Nigerian administration. We had 
lost a contract a year before in Nigeria. For us, it was an oppor-
tunity to reopen doors with the newly formed or caretaker govern-
ment in Nigeria, the Nigerian administration. 

The fact that you see the letters mention PM, this PM stands for 
Pierre Mouselli, who is the Lebanese origin, but based in Nigeria 
and Lagos, I think. They were introduced and I won’t say they 
were close friends, but a business relation to Kojo Annan. I had 
agreed for Kojo to work together with Pierre Mouselli to try to es-
tablish a relation with the newly-formed government. 

Now, Kojo, I think, reading this document, is trying to convince 
me that he has a good idea on how to penetrate the different gov-
ernments through the ambassadors or through the missions in New 
York thanks to his relations and so on and so forth. This is what 
I perceived when reading this document. 

Senator COLEMAN. I know my time is up and I am going to turn 
to my Ranking Member, Senator Levin. The memo does talk about 
global nature? 

Mr. MASSEY. Yes, global nature in the sense of having different 
approaches to different contracts and countries. But just to finish 
my statement, Kojo was a very young man at that time. He was 
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trying to prove himself. We were disputing—I was disputing him, 
the type of fees he was charging us with and he was trying to prove 
to me that he was, if not already yet now, soon to become efficient 
in trying to reach out to contacts and make his effort efficient. 

Senator COLEMAN. How old is he at this time? 
Mr. MASSEY. Maybe late 20’s—28, 27, something like that. 
Senator COLEMAN. Senator Levin. 
Senator LEVIN. Thank you, Mr. Chairman. 
Just on the questions, some additional questions related to Kojo 

Annan. When did you hire him? 
Mr. MASSEY. OK. When looking at the file, what we saw is, I 

think—I will turn to Andŕe Pruniaux because he was the one to 
really hire and he has a better memory than I do. 

Mr. PRUNIAUX. Yes. Kojo was graduated in the U.K. and he ap-
proached our company in London. He was looking for training in 
1995 and it was—the first person in Geneva who heard of him was 
my colleague who was in charge of the London office. When he saw 
the background of the gentleman and that he was African, he 
spoke several languages, he immediately turned to me and said, 
‘‘Andŕe, are you interested?’’ and I said, ‘‘Why not. Let him come 
to Geneva.’’ I have always been looking for young Africans who 
could take over the positions of chiefs of our offices in Africa. 

He came to Geneva. I interviewed him. He spoke English, 
French, and a couple of local languages. I said, let us not hire him 
for a junior position in London just for summer. Let us train him, 
and this we did. Sometimes that irritated even the General Man-
ager of the British company. 

He got 2 months training, after which he was sent to Nigeria at 
the end of the year because he had the capacity and the back-
ground to be of assistance in Lagos. 

Senator LEVIN. And he was hired in 1995? 
Mr. PRUNIAUX. Ninety-five, yes. 
Senator LEVIN. And was his father the Secretary-General at that 

time? 
Mr. PRUNIAUX. No. 
Senator LEVIN. Now, I think that Cotecna bid on a contract in 

1998, and I want to just make clear that I think I heard your an-
swer to the Chairman’s question, but I want to make sure that I 
am clear on this. Did anyone at Cotecna talk to Kofi Annan about 
that contract during the negotiations of that contract? 

Mr. PRUNIAUX. Never. 
Mr. MASSEY. Never. 
Senator LEVIN. Not just you, but as far as you know, nobody at 

Cotecna? 
Mr. PRUNIAUX. Nobody. 
Mr. MASSEY. Nobody. 
Senator LEVIN. Did the Secretary-General have any role, as far 

as you know, in the selection of a company to authenticate the 
goods that were going into Iraq? 

Mr. MASSEY. I don’t believe so, no. 
Senator LEVIN. Exhibit 18 1 is the memo that the Chairman re-

ferred to as the memo from Kojo Annan to you, Mr. Massey, and 
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you have referred to it already, but is this where he is giving you 
a country-by-country breakdown of, what, his efforts on behalf of 
the company? 

Mr. MASSEY. Correct. 
Senator LEVIN. So he made efforts in Mozambique, Tanzania, 

Uganda, Malawi, Zimbabwe. Is that the entire document, or is that 
page——

Mr. MASSEY. It is the second page, I think. 
Senator LEVIN. This is the only page? 
Mr. MASSEY. No. There is a second page, I believe. 
Senator LEVIN. There is an additional page, as far as you know? 

So there may be additional countries? 
Mr. MASSEY. Yes, I think——
Senator LEVIN. He was working on behalf of the company? 
Mr. MASSEY. No. What happened is that when—OK. The main 

goal of—the main objective of Kojo Annan during this consultancy 
agreement with us in 1998 was to get us back in Nigeria. That was 
the very first top priority, I think. 

Senator LEVIN. All right. 
Mr. MASSEY. The second job was to also help us in strengthening 

our presence in Ghana, because as you know, Kojo Annan is a dual 
national, Ghanaian and Nigerian. But we also used this young man 
to represent the company in different seminars and meetings, and 
this is an example of one of the meetings he had attended in Dur-
ban and the Non-Aligned Movement Summit. 

Senator LEVIN. So that was not his primary responsibility. Nige-
ria was the main effort——

Mr. MASSEY. Absolutely. 
Senator LEVIN [continuing.] But there were additional things——
Mr. MASSEY. But what he would do during that few days he 

would spend there would just be to go from one mission to the 
other mission and trying to introduce himself and present the com-
pany and so on and so forth, and this is a report——

Senator LEVIN. I understand. Thank you. 
Mr. Denson, the employee of Saybolt that has been referred to 

already, is it Mr. Oliveira, is that his name? 
Mr. DENSON. Yes, sir. 
Senator LEVIN. Does he still work for Saybolt? 
Mr. DENSON. He does, pending completion of our investigation, 

which is ongoing, and with the information that the Subcommittee 
has now made public, we will revisit his situation at that time. 

Senator LEVIN. Now, that information of the Subcommittee, you 
have that information? Has that been given to you before today, 
or——

Mr. DENSON. We have seen——
Senator LEVIN. You have seen that before today? 
Mr. DENSON. We have seen bits and pieces of it, but this is the 

first time we have had this type of access to it. 
Senator LEVIN. And so you are saying that you are going to get 

back to the Subcommittee based on what is in those documents 
that you have seen the full documents for the first time today? 

Mr. DENSON. Absolutely. We, in fact, have already talked to the 
Subcommittee staff about how closely we can cooperate in con-
ducting the rest of our investigation——
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Senator LEVIN. The Chairman has made reference to your co-
operation and it is appreciated, I know, by all of us as well as by 
our staffs. It has been very good on your behalf, and I think the 
same thing is true, may I say, for our other witnesses here today. 
Mr. Chairman, I perhaps shouldn’t say that. That would be up to 
you to make an assessment on, but I think our witnesses have all 
cooperated with us and the staff today. 

Is there any other instance that you know of besides this one 
where there is any allegation of a bribe brought to your attention? 

Mr. DENSON. In connection with the Oil-for-Food Program? 
Senator LEVIN. Yes. 
Mr. DENSON. No, sir. 
Senator LEVIN. So this is the only one that you know of so far? 
Mr. DENSON. That is correct. 
Senator LEVIN. OK. Mr. Pruniaux, I would like to talk to you, or 

someone who I think is maybe with you today, if you are unable 
to answer these questions about the trucks, and I wonder if we 
could get the pictures of those trucks up there again.1 These are 
oil trucks. These are oil trucks which are taking Iraqi oil to Turkey 
outside of the Oil-for-Food Program. All oil that was supposed to 
be sold was supposed to be sold inside the Oil-for-Food Program so 
the proceeds would go to buy humanitarian goods for the Iraqi peo-
ple. But at least with three countries, and probably four, all the 
countries closed their eyes, including us, to massive sales of oil by 
Saddam Hussein to Turkey, to Jordan, to Syria, and slight sales to 
Egypt. 

Did you personally see those lines of oil trucks leaving Iraq for 
Turkey? 

Mr. PRUNIAUX. Oh, yes. I came to Iraq for the first time in early 
January 1999, just before the start of our contract, and to enter 
into Iraq, you had to go through Amman and get the visas from 
the Iraqi embassy in Amman, and then you had to drive all the 
way. There was only one way for inspectors, other persons, to enter 
Iraq. It was to drive from Amman to Baghdad or other places. 

Senator LEVIN. I just want to, because of the time limits, I just 
want to ask you, did you personally see these lines of trucks——

Mr. PRUNIAUX. Oh, yes. 
Senator LEVIN [continuing.] Leaving Iraq for Turkey outside of 

the Oil-for-Food Program? 
Mr. PRUNIAUX. Absolutely. 
Senator LEVIN. It was common knowledge. Now, my last ques-

tion. Mr. Kulyk, you made an assessment, I believe, in your testi-
mony that in your judgment, the Oil-for-Food Program worked well 
and I would like to ask you to amplify that statement. 

Mr. KULYK. I think it is important——
Senator LEVIN. In spite of all the difficulties and so forth, why 

did you reach that conclusion? 
Mr. KULYK. Of course, Senator Levin. I think it is important to 

bring our thinking back to the fact that the Oil-for-Food Program 
was a humanitarian effort. It was not intended to be nor was it 
viewed, in my opinion as someone who had worked in a sanctions 
environment, as a sanctions mission. It was in no way an effort to 

VerDate 0ct 09 2002 11:58 Aug 08, 2005 Jkt 020172 PO 00000 Frm 00042 Fmt 6633 Sfmt 6601 C:\DOCS\20172.TXT SAFFAIRS PsN: PHOGAN



35

control the movement of goods outside of the 986 program. So au-
thentication is not sanctions monitoring. I think that needs to be 
said. 

So within that context, whether or not the Oil-for-Food Program 
met its goals and objectives, I think it did. The goals and objectives 
were to provide humanitarian relief, and on my visits to Iraq—I 
made three such visits—I did see improvements in terms of quality 
of life, improvements in the availability of goods, improvements in 
terms of food and nutrition, and also improvements in two different 
industries, whether it was the electrical sector or the oil sector. 
These did happen. 

There were introductions through the 986 program of these goods 
into Iraq and that was essentially the mandate of the 986 program, 
not to control sanctions. None of the independent inspection agen-
cies, whether it was Lloyd’s or Cotecna, were tasked or responsible 
or authorized to monitor sanctions. We were aware of it. I saw it 
personally myself from my visits as well, and it was reported as 
asides and in mission reports to the 661 Committee. 

Senator LEVIN. All right. On that line of questioning——
Senator DOMENICI. Senator Levin, could I just ask a question? 
Senator LEVIN. Of course. 
Senator DOMENICI. What does it mean to monitor sanctions? 
Mr. KULYK. That is a good question. Perhaps the best way I can 

answer that is to give you a little bit of an idea of what I did in 
the Balkans as a sanctions monitor. 

Senator DOMENICI. Thank you. I just wanted the Chairman not 
to charge this against Senator Levin’s time. 

Senator LEVIN. I am over my time. 
Senator COLEMAN. You may answer the question. 
Senator DOMENICI. Mr. Chairman, thank you. 
Senator LEVIN. Thank you, Senator Domenici. 
Mr. KULYK. In my experience in my role, and I will speak about 

my time in the Balkans during the early years, 1993 and 1994, as 
a sanctions monitor, there were resolutions in place that indicated 
that sanctions were to be imposed upon Serbia and the former 
Yugoslavian Republic, and in those missions, actually, customs offi-
cers participated and had a presence at the border, customs officers 
who looked at the passage of goods across the borders with a ref-
erence to what was considered to be acceptable as humanitarian re-
lief. And when we saw things which were not considered to be 
within the humanitarian scope of the relief crossing the border, 
those occurrences were identified and reported to the United Na-
tions as a sanction. 

No such monitoring took place in respect of the Oil-for-Food Pro-
gram. Oil-for-Food was a humanitarian effort. It was not a sanc-
tions enforcement regime. 

Senator COLEMAN. Senator Levin. 
Senator LEVIN. Thank you. You made reference in your prepared 

testimony to Cotecna’s, ‘‘demonstrated outstanding performance.’’ 
You also said that Cotecna had been a very dependable contractor 
under difficult circumstances and often did more than they were 
contractually obligated upon request from you, or your office. 

Mr. KULYK. Yes, sir. 
Senator LEVIN. Is that correct? Is that your testimony? 
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Mr. KULYK. Yes, it is. 
Senator LEVIN. Thank you, Mr. Chairman. 
Senator COLEMAN. Senator Domenici. 
Senator DOMENICI. Mr. Chairman, I just have one line of ques-

tioning. I am interested in finding out from the two of you as con-
sultants what your job did and didn’t include. As I understand it, 
the authority that you had did not permit you or charge you with 
determining if there was any price manipulation that was occur-
ring, is that correct? 

Mr. PRUNIAUX. Absolutely. 
Senator DOMENICI. So we have a consulting firm that on the sur-

face is supposed to determine that the transactions were honest 
and the pricing and all other things were above board and were 
visible. That was your job. But as to manipulation, you were not 
given that authority. 

Mr. PRUNIAUX. With due respect, it is not exactly like that that 
I would phrase the——

Senator DOMENICI. Phrase it as you would like. 
Mr. PRUNIAUX. OK. In 1996, the Security Council decided that 

the price verification—the verification of price would be done by 
UNOIP. 

Senator DOMENICI. By who? 
Mr. PRUNIAUX. By UNOIP, by the United Nations itself. 
Senator DOMENICI. Yes. 
Mr. PRUNIAUX. This is what Mr. Kulyk explained. And it was not 

the duty of the independent inspectors, who had been hired for 
other things, to look into the valuation of the goods presented to 
them. 

Senator DOMENICI. So as I understand it, there were similar con-
sulting agreements in the region that had the authority to deter-
mine whether or not there was price manipulation. I understand 
that is correct. In fact, wasn’t the first proposal submitted, didn’t 
it include as part of a task the authority to determine price manip-
ulation? 

Mr. PRUNIAUX. The very first proposal you mentioned referred to 
1992. At that time, the tender, the technical—the scope of work 
covered by the tender clearly indicated pre-shipment inspection and 
price verification, but that proposal and that contract that Cotecna 
was selected, but the contract was never signed, as explained be-
fore. 

Senator DOMENICI. I understand. 
Mr. PRUNIAUX. By 1996, the scope of the contract was of—the 

tender was totally different. As I said, the United Nations decided 
to keep for itself at the UNOIP level the price verification but to 
select independent inspectors, independent meaning also that these 
inspectors would not be permitted to do commercial inspections. A 
commercial inspection is an inspection that a supplier and an im-
porter would agree on so that before shipment, the quality of the 
goods or the quality of the goods would be clearly specified and 
that upon arrival, there would be discrepancies, commercial dis-
crepancies, then the receiver would act against the supplier. That 
was—that is a commercial inspection. And we, as independent in-
spectors, we were strictly forbidden from entering into this. 
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Senator DOMENICI. But the United Nations decided that you 
wouldn’t do it but somebody else would? 

Mr. PRUNIAUX. Well, you have to realize that for the contracts, 
the Iraqis were sovereign. They could select—as long as the goods 
were in the—were acceptable——

Senator DOMENICI. I understand. 
Mr. PRUNIAUX [continuing.] They could select whatever supplier 

they wanted in any acceptable country. It was—we recommended 
very often, and I know UNOIP also at the highest level repeatedly 
told the Iraqi authorities that in order to reduce the amount of dis-
putes on commercial grounds, they should appoint professional in-
spection companies to inspect before shipment and possibly match 
the inspections upon arrival of the goods in Iraq. 

Senator DOMENICI. So if you repeatedly suggested that to them, 
that indicates that——

Mr. PRUNIAUX. The Iraqis did not. 
Senator DOMENICI [continuing.] The Iraqis did not do that. 
Mr. PRUNIAUX. No. 
Senator DOMENICI. So there is a vacuum as to who would do 

that, or if it was done at all. 
Mr. PRUNIAUX. Yes. That was more a commercial dispute, as I 

said, than——
Senator DOMENICI. Couldn’t that be, if—I am not suggesting that 

you know it was, but wouldn’t that be an easy way, if somebody 
intended, wouldn’t that be an easy way to arrive at conclusions 
that would lead to some manipulation for the benefit of a people 
or institution that were not intended to benefit? It could happen, 
couldn’t it? 

Mr. PRUNIAUX. Manipulations might not be the right word. In my 
opinion——

Senator DOMENICI. Well, why did you suggest that it should be 
done? What was the reason? 

Mr. PRUNIAUX. Because this is normal practice when you do——
Senator DOMENICI. Why is it the normal practice? It isn’t the 

normal practice just to do it——
Mr. PRUNIAUX. Well, you have to pay for that. Maybe the Iraqis 

did not want to pay for the commercial inspections by another in-
spection company. 

Senator DOMENICI. But are they useless? 
Mr. PRUNIAUX. No, they are not useless, but it is the privilege 

of the importer to decide to appoint or not to appoint. 
Senator DOMENICI. I understand. 
Mr. PRUNIAUX. I believe that—they did that on a lot of ship-

ments, but on certain shipments, they did not do that. I am talking 
of the Iraqis. That would give them some leverage on the suppliers, 
you see, from—but maybe not manipulations of prices, but just to 
put some pressure on them to get some incentives upon arrival of 
the goods in Iraq. You claim that you have a commercial dispute, 
whether it is true or not is to be confirmed, and you put pressure 
on the supplier. 

Senator DOMENICI. Thank you, Mr. Chairman. 
Senator COLEMAN. Thank you. We are going to do a 5-minute fol-

low-up round, and I have a lot more questions, but we have other 
panels. 
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First, to Mr. Massey and Mr. Pruniaux, you have indicated in re-
sponse to Senator Levin’s questions that the Secretary-General did 
not have any role in selecting the Cotecna contract? 

Mr. PRUNIAUX. Yes. 
Senator COLEMAN. If I refer you to Exhibit 21, which is Michael 

Wilson’s memorandum to Cotecna, this is dated December 4, 1998.1 
This is shortly before you were awarded the contract, and I note 
that Mr. Massey and Mr. Pruniaux are both individuals who re-
ceived a copy of this. In that memo on the ‘‘next stages,’’ the very 
end, Mr. Wilson says, ‘‘The current contract with Lloyd’s ends in 
December 1998. The OIP would make its recommendations to the 
Procurement Division within days to enable them to present it to 
the U.N. Contracts Committee after approval has been obtained 
from B. Sevan and the SG.’’ I take it SG relates to the Secretary-
General? 

Mr. MASSEY. This is his own statement, but I don’t think that 
that was the case. I think the contract was being negotiated with 
the Procurement Division and we don’t know exactly at which level 
the contract was being eventually awarded, but we have never 
imagined that the contract would have gone as high as the SG of-
fice itself. 

Senator COLEMAN. My concern is, first of all, this memo was sent 
to you. Did you receive it? 

Mr. MASSEY. Right. Yes. 
Senator COLEMAN. And did you ever correct Mr. Wilson in saying 

the Secretary-General has no role in this? 
Mr. PRUNIAUX. But Mr. Chairman, with due respect, the way I 

read it—maybe I misunderstood your question. It does not say that 
he has got to talk to the Secretary-General. He is just explaining 
the machinery for contract approval at the level of the United Na-
tions. In fact, this is wrong. I believe that the Secretary-General 
has no word to say in the awarding of such a contract. It goes to 
the Contract Committee. 

Senator COLEMAN. But Mr. Wilson was under the impression 
that the Secretary-General had an approval role, is that correct? 

Mr. PRUNIAUX. Yes, which is not true. 
Senator COLEMAN. But he was under the impression, and he sent 

this to you. 
Mr. MASSEY. This is what he wrote, right. 
Senator COLEMAN. Let me also ask you, and my concern is that 

you have a 23-year-old kid—that is, I believe, how old Kojo was—
in 1998. He is submitting to you in October 1998, submitting out-
standing consultancy expenses 2 months before you get the con-
tract. He is getting $500 a day. 

Mr. MASSEY. Right. 
Senator COLEMAN. He spends 15 days at the General Assembly, 

of which you have no reports of what he talked about, nothing in 
writing. 

Mr. MASSEY. We haven’t found any report, no. 
Senator COLEMAN. And yet at this point in time, you are negoti-

ating a contract with the United Nations of which your own con-
sultant says it needs the approval of ‘‘B. Sevan’’ and Secretary-Gen-
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eral, and you are saying that you never mentioned his employment 
to anybody in the United Nations. 

Mr. MASSEY. Absolutely true. 
Mr. PRUNIAUX. But he was 28 in 1998. 
Senator COLEMAN. I will check the record on that. I will stand 

corrected if that is the case. 
Mr. Kulyk, by the way, and I appreciate your kind words about 

Cotecna, do you work for Cotecna right now? 
Mr. KULYK. Yes, I do. That is mentioned in my tendered written 

statement. 
Senator COLEMAN. I just want to clarify that for the record. You 

are presently employed by Cotecna? 
Mr. KULYK. Yes, I am. 
Senator COLEMAN. Did you have any concerns about member 

states putting pressure on inspectors at the time you were working 
for the OIP Program? 

Mr. KULYK. Concerns or experiences? I think I witnessed some 
experiences. 

Senator COLEMAN. Could we get Exhibit 48?1 One of them in-
volved a Chinese contract for diesel dredges worth about $12 mil-
lion? Can you look at Exhibit 48. Does this look like the Chinese 
contract you were dealing with, and can you tell me the events and 
circumstances surrounding it? 

Mr. KULYK. Mr. Chairman, it appears to be familiar to me. 
Senator COLEMAN. Were you reviewing this contract? 
Mr. KULYK. Initially, I did. If this is the one that, in fact, turns 

out to be the one, I did have some impact in terms of reviewing 
the contract. 

Senator COLEMAN. Now, did you get a fax stating that—that ap-
peared on your desk—the contract was fraudulent, was for used 
road graders and various people getting kickbacks? 

Mr. KULYK. Yes, I recall that. 
Senator COLEMAN. And can you tell us what happened with that 

fax and the circumstances surrounding it? 
Mr. KULYK. I can tell you the circumstances at the time. I don’t 

know where the fax is. It does not appear to be in this package. 
But in essence, Mr. Chairman, the circumstances were that this 
contract appeared on my desk. It was early in the contract review 
phase. There was nothing initially unusual about it. At some point 
in time, perhaps a couple of days later, an anonymous fax came 
through relating specifically to this contract. My recollection is that 
it was sufficiently specific to draw attention to the fact that it was 
this particular contract. 

It’s been 4 years since I have left OIP, so I am working from 
memory. My recollection is that there were allegations with respect 
to the fact that the road graders were, in fact, not new, they were 
used and refurbished, and also my recollection is that there were 
suggestions that the contract was, in fact, I guess we can call it put 
up. It was a false contract with false valuations and that there 
would be, upon payment, that the proceeds from this contract 
would be shared amongst a number of different parties. 

VerDate 0ct 09 2002 11:58 Aug 08, 2005 Jkt 020172 PO 00000 Frm 00047 Fmt 6633 Sfmt 6601 C:\DOCS\20172.TXT SAFFAIRS PsN: PHOGAN



40

When that fax came to my desk, I took it to my Chief Customs 
Expert, Jeremy Owen. We discussed it in the office amongst a 
number of the customs officers. I think at that time we were about 
five or six customs officers. It was early in the program. I think it 
was late 1998. My recollection is that this contract was resub-
mitted in 1999 because it was not proceeded with in 1998. 

The discussion essentially was that, well, we should take a look 
at the pricing issues very closely and see what we could dig up. 
The fax was in itself simply an anonymous fax, and as a point of 
law, it had certain weight as evidence, but was not necessarily 
true. But it did raise sufficient concerns that we should have spe-
cial scrutiny on this. 

The circumstances were that after this discussion, I went back 
to my office and I left the contract on my desk, went outside to 
have a cigarette, came back, and the contract was gone, dis-
appeared from my desk. I looked for it, came back after lunch, and 
it had reappeared. Being a customs officer, I wanted to know where 
it was during the time it was missing. I went around and I polled 
each of the fax machines in the office and I found a corresponding 
fax to the Chinese mission for the same number of pages that were 
in the fax. I went back with this information to the Chief Customs 
Expert, Mr. Owen, who eventually confronted the Chinese customs 
officer that was working in the program who admitted that he had 
faxed it to the Chinese mission. His explanation was that he didn’t 
want his mission to be involved in any illegal activity. 

Senator COLEMAN. Do you know if any disciplinary action was 
taken against the individual that was involved? 

Mr. KULYK. No, not really. 
Senator COLEMAN. Not really? You don’t know whether it was 

taken or you just don’t——
Mr. KULYK. Well, I know his duties changed, Mr. Chairman. I 

don’t know whether it was the result of any disciplinary action, but 
I know his duties changed at some point in time to essentially only 
reviewing agency contracts. 

Senator COLEMAN. And also, just two other follow-up questions. 
A Russian customs officer——

Mr. KULYK. I think it is fair, Mr. Chairman, to say that every 
customs officer in the program had some contact with their mis-
sions. This was not in itself unusual. However, it was on some oc-
casions, and the Russian customs officer who I knew quite well at 
one point in time complained that he had been receiving pressure 
from his mission. I think it is fair to say that many of the missions 
considered what we were working in as more than a humanitarian 
program, I think they considered it as a commercial opportunity. 
So it was a very commercial atmosphere. So, the emphasis was on 
pushing contracts. 

Senator COLEMAN. Mr. Ventham, just to clarify the testimony re-
garding Exhibit 52, that picture may actually have been of oil 
trucks going out, but your testimony is focused on trucks coming 
into Iraq, is that correct? 

Mr. VENTHAM. That is correct, yes. 
Senator COLEMAN. And so during the week you were there, how 

many trucks did you see coming into Iraq, bringing goods in? 
Mr. VENTHAM. About 400 or 500. 
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Senator COLEMAN. And I presume they weren’t bringing oil. 
Mr. VENTHAM. No, no different——
Senator COLEMAN. And you inspected how many of those? 
Mr. VENTHAM. I inspected three. 
Senator COLEMAN. Three. And do you have an idea what was in 

those trucks? 
Mr. VENTHAM. They were fire trucks. Nothing was in them. They 

were actually fire trucks themselves. 
Senator COLEMAN. Bringing trucks in. What about the other 

hundreds of fire trucks? 
Mr. VENTHAM. Fire engines. 
Senator COLEMAN. Fire engines. And the other hundreds of 

trucks, do you have an idea what they were carrying? 
Mr. VENTHAM. Some were carrying different pieces of wood, pip-

ing, machinery components, and agricultural equipment. 
Senator COLEMAN. But because they didn’t have documents relat-

ing to the specific program that Cotecna was responsible for, they 
simply went into Iraq? 

Mr. VENTHAM. Well, yes, but there were other shifts working at 
the same time. They may have been processed through those but 
I didn’t see them. 

Senator COLEMAN. Mr. Pruniaux, do you want to add anything 
to that? 

Mr. PRUNIAUX. I would be pleased to introduce the contract man-
ager who worked for us 5 years in Iraq and he was based in 
Amman. Before that, he was the Team Leader in Trebil, to explain 
in practical words what happened at the border when the trucks 
would arrive and those which would come to Cotecna to be authen-
ticated. 

Senator COLEMAN. We need the witness to be sworn. 
Please raise your right hand. Do you swear the testimony you 

will give before the Subcommittee is the truth, the whole truth, 
and nothing but the truth, so help you, God? 

Mr. RADENOVIC. I do. 
Senator COLEMAN. Would you please identify yourself? 

TESTIMONY OF MILAN RADENOVIC, CONTRACT MANAGER, 
COTECNA INSPECTION S.A. 

Mr. RADENOVIC. Mr. Chairman, Ranking Member, distinguished 
Members of the Subcommittee, my name is Milan Radenovic. I 
served most of my time as contract manager, initially in Geneva 
and then in Amman. 

In the very beginning of the program, I was hired by Lloyd’s Reg-
ister and served for 6 months in Iraq and then was continued with 
Cotecna once the contract was awarded to Cotecna Inspection. 

In regards to the cargo passing through the land borders, I can 
say that Iraqi authorities, Iraqi government exercised its complete 
sovereignty on the borders in terms of customs. To my knowledge, 
there were no other international presence or customs enforcement 
on the borders apart from our mandate, which is absolutely away 
from any customs enforcement or any anti-smuggling reporting 
mandate. 

So on every border crossing—talking about the land borders, we 
had virtually two streams of traffic. One stream of traffic is traffic 
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going straight to Iraq, and only trucks which are voluntarily pre-
sented to Cotecna team in order that the authentication will be 
condition, triggering payments later on, would stop for the inspec-
tion at Cotecna office. The proof is that it very often happened that 
some of the truck drivers, especially those who are either new in 
the trucking route, would simply continue in a normal flow towards 
Iraq and then by Iraqi customs would be instructed to divert and 
to come to the parking lot of Cotecna and to present their cargo 
and documents for inspection. 

It means that I leave to your assessment even the qualification 
of the smuggling concept. It was a daylight, normal traffic into 
Iraq, so whoever wanted to—whatever cargo is subject to authen-
tication by Cotecna has to stop by Cotecna premises. Otherwise, it 
would easily, normally come to Iraq. 

What I normally noticed and what was concern for our inspectors 
traveling to and from Iraq is the frequency of traffic of the oil tank-
ers. Whatever arrangement might be, either bilateral government 
or whatever, but anyway, as I was always concerned about the se-
curity of people on the road, they normally, very often, they had 
to overtake or to be careful driving behind the trucks, especially on 
the route between Amman and Iraqi border. However, in Iraq, the 
truck, the oil trucks, the tankers were directed and they were usu-
ally driving on the former dual carriage way, which was parallel 
to the highway Trebil, it means the Jordanian border—Baghdad. 

We completely focused on our mandate on the inspection of cargo 
pertaining to 986 program. It means maybe 53, later 59, or 13 per-
cent. So any other observation or remark on other traffic would be 
outside the mandate or entirely at the internal interest of indi-
vidual over there, but absolutely there were no mandate and there 
were no requirement to report anything else apart from outlined 
system of reporting, it means authentication and either electronic 
or faxing means of confirming the arrival of cargo in Iraq. 

Senator COLEMAN. Senator Levin. 
Senator LEVIN. I just have one other question of Mr. Kulyk. You 

said that you had a favorable impression, or you have a favorable 
impression of Cotecna. And you work for Cotecna now. You also 
said in your testimony that others, I guess of your colleagues at the 
U.N. office, also had a favorable impression of Cotecna at that 
time, is that correct? 

Mr. KULYK. Yes, I did. I think it is important, first of all, and 
let me state something for the record. I have been asked to come 
and testify in my capacity as the former Deputy Chief Customs Ex-
pert in the Iraq Program. It is a matter of record in my statement 
that I currently do work for Cotecna. I left the Office of the Iraq 
Program in March 1998. I have never had any input into any 
RFPs, was not involved in any decisionmaking process. And when 
I joined Cotecna, I joined in the capacity of liaison officer in Tan-
zania. There had been discussion and a decision was taken by 
Cotecna management that I not be involved in any activities re-
lated to their contract with the Office of the Iraq Program to avoid 
any perceived or real conflict of interest. 

So in my capacity here, I am a former law enforcement officer. 
I am someone that believes in testifying and testifying truthfully 
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under oath. So it is for you to decide whether or not my comments 
or observations bear any weight. 

But I think it is a general impression, sir——
Senator LEVIN. That was my question. 
Mr. KULYK [continuing.] That Cotecna’s services—and I would be 

saying the same thing if I was working for SGS or Bureau 
Veritas—it was a general impression that Cotecna, as a service 
provider, was extremely responsive, and the Office of the Iraq Pro-
gram, whenever they saw a deficiency or needed something done, 
they never had to fight for it. 

An example is, of course, the agency goods, and I don’t want to 
belabor that point, but at some point in time there was a decision 
made that Cotecna, they wanted Cotecna to assist in authen-
ticating the arrival of agency goods, which I have explained were 
never subject to—it wasn’t a prerequisite for payment. And 
Cotecna, it was outside the scope of their contract and they did it. 

Senator LEVIN. Thank you, Mr. Chairman. 
Senator COLEMAN. Thank you. Just one, if I can, a quick follow-

up. Were you aware of Cotecna’s concerns about staff shortages 
that were presented to OIP? 

Mr. KULYK. I don’t know if there were specific concerns with re-
spect to staff shortages. I think there were times early on in the 
process where there may not have been a very clear indication as 
to the expectations that the United Nations had with respect to 
Cotecna’s role and responsibilities and their activities. I think it is 
fair to say, Mr. Chairman, that Cotecna was approaching this au-
thentication process from a point of commercial inspection, and as 
the program evolved, it became clear that their activities were not 
going to be consistent with a commercial level of inspection. 

Senator COLEMAN. Just to clarify, and I think it is Exhibit 35.1 
I am not sure who wrote that, but maybe Mr. Pruniaux or Mr. 
Massey could, but Cotecna did raise concerns to the United Nations 
saying that our site ‘‘staffing does not allow to fulfill our contrac-
tual responsibilities, and we further believe that these have not 
been comprehensively fulfilled in the past, either.’’ So you raised 
these to the United Nations. 

Mr. PRUNIAUX. Yes, we did. 
Senator COLEMAN. And did the United Nations increase your 

staffing? Did they—particularly, by the way, at Um Qasir, did they 
respond to the concerns there? 

Mr. PRUNIAUX. Not during the first phase. For the other phases, 
it was a commercial move to get more money from the UN–OIP. 
However, the opinion was that we could handle with the staff that 
had been allocated by contract. 

Senator COLEMAN. Nothing further. 
Senator LEVIN. Thank you. 
Senator COLEMAN. Thank you. This panel is excused. Thank you, 

gentlemen, very much. Very appreciative. Thanks. 
Mr. MASSEY. Mr. Chairman. 
Senator COLEMAN. Mr. Massey. 
Mr. MASSEY. Mr. Chairman, if you would allow me, I would like 

to make a comment and a request. My company has been working 
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with this Subcommittee in a fully cooperative basis since early July 
last year when our counsel first met with you. We have gone to ex-
treme effort and expense to provide you with every document you 
have asked for and to facilitate interviews with any and all individ-
uals you have asked to interview, regardless of where we had to 
bring them from around the world. Again, we have been nothing 
but cooperative. 

Last week, our counsel met with your Staff Director and inves-
tigators and were told that this is a professional proceeding. We 
were told that there would be no surprises, and yet here we sit 
with this surprise witness, a disgruntled former employee who quit 
after he was demoted and was refused a raise. 

Mr. Chairman, in further supporting the fact finding objective of 
this Subcommittee and in light of the decision not to share the de-
tails of Mr. Ventham’s absurd and unsubstantiated testimony, I 
would respectfully request the opportunity to supplement my writ-
ten statement with a response to his assertions as well as the pre-
viously undisclosed document you showed with two versions. 

Senator COLEMAN. Mr. Massey, the record will remain open and 
I would love to have a further explanation from you as to why this 
Subcommittee received documents that are apparently different 
from the original documents, and I would love to have further ex-
planation from you as to whether, in fact, there are written docu-
mentation regarding Kojo Annan’s participation and work at the 
United Nations during the 14 days in question. The record will re-
main open and we certainly appreciate that. 

And let me say, we do appreciate your cooperation, but this Sub-
committee has concerns and this Chairman has concerns. And so 
certainly if you have anything additional to add, it will be made 
part of the record. 

Mr. MASSEY. Thank you. 
Senator COLEMAN. Thank you. This panel is excused. 
I would now like to welcome our second panel of witnesses. It is 

my pleasure to welcome Joseph A. Christoff, the Director of the 
International Affairs and Trade Team of the Government Account-
ability Office, GAO; and Stafford Clarry, a former Humanitarian 
Affairs Advisor for the United Nations Oil-for-Food Program. 

I would ask if Dileep Nair is in the Subcommittee hearing room 
today. Noting that he is not here, I would like to note that we in-
vited U.N. Under-Secretary-General for Internal Oversight Services 
Dileep Nair to testify at this hearing. I am saddened that the 
United Nations did not see fit to allow Mr. Nair to appear today, 
despite assurances from the United Nations that it would cooperate 
closely with our investigation. 

Our research indicates that U.N. witnesses have appeared at no 
less than 64 Congressional hearings in the past, including an ap-
pearance before this Subcommittee in 1996. We informed the 
United Nations that we would waive the Subcommittee’s customary 
practice of swearing in our witnesses in order to secure the testi-
mony of Mr. Nair, but that does not seem to have made a dif-
ference. 

I regret that we will not be afforded the opportunity to discuss 
the audits with Mr. Nair and share his insights. Further, I am 
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deeply troubled when representations of cooperation result in 
empty witness chairs. 

Mr. Christoff and Mr. Clarry, I welcome you to today’s hearing 
and look forward to your views on the U.N.’s management and 
oversight of the Oil-for-Food Program and on the audits of that pro-
gram. 

Before we begin, pursuant to Rule 6, all witnesses before the 
Subcommittee are required to be sworn in. Will you please raise 
your right hand. 

Do you swear the testimony that you are about to give before 
this Subcommittee is the truth, the whole truth, and nothing but 
the truth, so help you, God? 

Mr. CHRISTOFF. I do. 
Mr. CLARRY. I do. 
Senator COLEMAN. Thank you, gentlemen, very much. 
We have a timing system here that I think we are going to try 

to use in this panel. When the amber light goes on, turns from 
green to amber, you have a minute to sum up. Then when the red 
light goes on, your testimony should end. We will submit your writ-
ten statements for the record. 

We will start with Mr. Christoff, who will go first, followed by 
Mr. Clarry, and then after we have heard all the testimony, we will 
proceed with questions. Mr. Christoff. 

TESTIMONY OF JOSEPH A. CHRISTOFF,1 DIRECTOR, INTER-
NATIONAL AFFAIRS AND TRADE, U.S. GOVERNMENT AC-
COUNTABILITY OFFICE 

Mr. CHRISTOFF. Mr. Chairman, Members of the Subcommittee, 
Senator Levin, thank you. Thank you for inviting GAO to this im-
portant hearing. 

In January, the Volcker Commission released 58 internal audits 
of the Oil-for-Food Program and I am here today to present our 
analysis of these audits, which were completed by the U.N.’s Office 
of Internal Oversight Services. First, I just wanted to begin with 
a brief history about OIOS. 

Before OIOS was established, the United States and other mem-
ber nations criticized the United Nations for not having an internal 
audit function. In 1993, the U.S. proposed an Inspector General po-
sition within the United Nations and withheld funds until that of-
fice was established. In 1994, the General Assembly created OIOS 
to conduct audits, investigations, and inspections of U.N. programs 
and funds. Its 124 professional staff have access to all U.N. records 
and documents. 

During the Oil-for-Food Program, OIOS generally provided its re-
ports only to the heads of the agencies it audited. Accordingly, 
member states were not aware of ongoing problems with the pro-
gram and these problems included flaws in the procurement of con-
tracts, weak safeguards over financial and fixed assets, and poor 
planning and coordination among U.N. agencies. The audit reports 
focused on projects in Northern Iraq, the U.N. Compensation Com-
mission, and the inspection contracts, and I would like to highlight 
some of their key findings. 
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In the North, nine U.N. agencies implemented the Oil-for-Food 
Program. With almost $5 billion, they built houses, schools, health 
clinics, and power stations. The auditors found numerous problems 
with coordination, planning, procurement, and asset management 
in the 26 reports they completed. For example, an audit in 2000 
found that the U.N. Habitat program had no asset inventory sys-
tem. As a result, materials worth $1.6 million were still on hand 
at the end of a construction project. In November 2002, OIOS re-
ported that a $38 million procurement of equipment was not based 
on a needs assessment. As a result, 51 generators were unused for 
nearly 2 years. 

OIOS also completed 19 audits of the U.N. Compensation Com-
mission. The Commission was established to pay for losses result-
ing from Iraq’s invasion of Kuwait. As of December 2004, the Com-
mission had resolved nearly 2.6 million claims and paid out almost 
$19 billion. In its audits, OIOS identified duplicate payments, in-
sufficient evidence to support losses, and inconsistent methods for 
computing the claims. Overall, OIOS documented overpayments of 
more than $500 million in claims. In response, the Commission re-
duced claims by $3.3 million and the Commission also challenged 
the auditors’ authority to review the claims. 

OIOS also completed audits of contracts the United Nations let 
for the inspection of commodity imports and oil exports. A July 
1999 audit found problems with the U.N.’s oversight of the Lloyd’s 
contract. Lloyd’s was contracted to verify the quantity and quality 
of goods imported into Iraq. However, the United Nations certified 
the Lloyd’s payments without any on-site verification or inspection 
of the contractors’ services. A July 2002 audit found problems with 
the U.N.’s management of Saybolt’s contract. The company was 
contracted to oversee the export of oil from Iraq. The auditors 
found that the United Nations paid $1 million more than necessary 
for equipment already included in the contract. And finally, an 
April 2003 report found that the United Nations had increased 
Cotecna’s contract by $356,000 4 days after the contract was 
signed. The amendment included costs for communications equip-
ment and operations that the auditors asserted were already in the 
contract. 

Now, let me turn to what the audits did not cover. OIOS did not 
examine certain headquarters functions, particularly the oversight 
of the contracts for Central and Southern Iraq that accounted for 
almost $40 billion in Oil-for-Food proceeds. The Iraqi government 
used these funds to purchase humanitarian goods and collect illicit 
commissions. The Volcker Commission contends that the auditors 
would have uncovered these illicit commissions if they had re-
viewed the contracts for humanitarian goods. 

However, the Commission also noted several reasons why OIOS 
did not audit these contracts. First, OIOS did not believe it had the 
authority to review the contracts because the Sanctions Committee 
approved them. Second, the head of the Office of the Iraq Program 
steered the auditors toward programs in the field rather than 
headquarters. Third, the auditors’ independence was limited be-
cause they relied on funds from the audited agency to conduct their 
reviews. And finally, U.N. management prevented the auditors 
from reporting their results directly to the Security Council. 
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Mr. Chairman, that concludes my statement and I am prepared 
to answer any of your questions. 

Senator COLEMAN. Thank you very much, Mr. Christoff. Mr. 
Clarry. 

TESTIMONY OF STAFFORD CLARRY,1 FORMER HUMANITARIAN 
AFFAIRS ADVISOR, UNITED NATIONS OIL-FOR-FOOD PRO-
GRAM, SYRACUSE, NEW YORK 

Mr. CLARRY. Thank you, Mr. Chairman, Senator Levin. Thank 
you for inviting me. I am honored to be here. 

I have been in Iraq since 1991. I was a U.N. liaison officer with 
Operation Provide Comfort and the Kurdish refugee situation, and 
then I followed the refugees back into Iraq and was based in Bagh-
dad, but I served most of my time in the Kurdistan region. I will 
use the term ‘‘Kurdistan region’’ because Northern Iraq includes 
more than the current Kurdistan region that is separately adminis-
tered by the Kurdistan regional government. That is my bias and 
that is my focus. 

I am here to help you understand the workings of the program, 
to the extent of my experience and knowledge on the ground in 
Kurdistan. I have been there throughout the 1990’s. I am still 
there. I will go back next week or the week after. 

There is tremendous experience there and tremendous lessons 
that have not been learned. Our experience with the Oil-for-Food 
Program. I am going to try to just focus on what is in my prepared 
remarks and that is the 13 percent account. I think any of us 
would like to know how much money do we have in our personal 
account? How much has been spent, and how much is left over? 

After 7 years of the Oil-for-Food Program, which concluded over 
a year ago, we still do not know, and that is part of my campaign 
and part of my mission, is that we should know and why don’t we 
know. I suggest to you that one way of going about investigating 
this, this is just an additional contribution, is that you have two 
sets of transactions, earnings and expenditures. 

I would suggest taking each of the earning transactions and look 
at what you received, what the program received, and what the 
market prices were available at that time, because the under-
charges are losses. Similarly, look at expenditures and each trans-
action and compare it to the market prices at that time and you 
will see overcharges. Those are losses. But who suffered those 
losses? Those losses were suffered by the Iraqi people. But who 
caused the losses? 

This is what I believe this investigation and other investigations 
have to get to, because once it is determined how much those losses 
are and who is responsible for those losses, then someone should 
pay, and it is that pinch of penalty and compensation which may 
drive improvement in the way the United Nations goes about its 
business, because many of us have been involved with the United 
Nations over many, many years. I have only been a direct employee 
with the United Nations in Iraq. We are very proud to work with 
the United Nations, but we are unsatisfied with the way the U.N. 
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functions and goes about its business and it is about time that this 
be cured. 

The Oil-for-Food Program probably offers the last grant oppor-
tunity to do that because it is just so massive that it is the whole 
U.N. system pretty much except UNOOSA. UNOOSA is the U.N. 
Office of Outer Space Affairs. There is a U.N. office for everything. 

But you have the Security Council directly involved in this pro-
gram. You have the U.N. Secretariat. You have nine U.N. agencies. 
You have many governments. We can almost say everyone is cul-
pable. 

The audits are part of that process of examining what went 
wrong. The next step is to assign responsibility. Now, looking at 
the 13 percent account, which is my bias and my focus, I think it 
is—let me just interject here, but I think it is important that there 
be conflict and competition amongst the investigations, because al-
ready one thing I missed earlier, and I just happened to see last 
night, is that the ICC interim report states that $6.1 billion was 
spent from the 13 percent account. I just heard $5 billion. My cal-
culations from December 2002 is $4 billion. 

We need some conflict and competition amongst the investiga-
tions in order to get at the final figure, because once we get those, 
then we can determine what the losses are, who is to pay, and how 
were those losses incurred, and what needs to be done to prevent 
those losses occurring in the future. 

In my written testimony, I gave you various points of departure. 
I have had contact with virtually, let me say, all entities with the 
exception of Cotecna. I had contact with their predecessor, Lloyd’s 
Register. I have had contact with pretty much all the U.N. agen-
cies, with New York, with Baghdad, and with the local authorities. 
Thank you very much. 

Senator COLEMAN. Thank you very much, Mr. Clarry. 
We will do 8-minute rounds of questions here. 
Mr. Christoff, I believe in your testimony, you indicated that had 

the headquarters functions been examined, oversight of contracts 
with Central and Southern Iraq accounting for 59 percent, almost 
$40 billion of Oil-for-Food proceeds, is it your sense that the kick-
backs and other things could have been uncovered if those activi-
ties had been audited? 

Mr. CHRISTOFF. I think the one area that I would have thought 
that the auditors could have covered was looking at the roles and 
responsibilities of the Office of the Iraq Program. I have heard over 
the past couple years that we have looked into this program an un-
clear understanding of what they were tasked to do. They were 
tasked with looking at the price and value of the contracts. I am 
still unclear, even after listening today to the previous panels, how 
they went about looking at the contracts for the price reasonable-
ness of the contracts. If the auditors would have at least placed 
some focus on the roles and responsibilities in Mr. Sevan’s shop, 
maybe we would have had some early attention about the con-
tracts. 

Senator COLEMAN. In your testimony, your written testimony, 
you indicated OIP management steered the OIOS toward program 
activities in Iraq rather than headquarters functions where OIP re-
viewed the humanitarian contracts. In your oral testimony, you 
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were more specific. You indicated that the head of the OIP steered 
the audit function away from the headquarters functions, is that 
correct? 

Mr. CHRISTOFF. Correct. In fact, that is the Volcker Commission’s 
finding, as well. 

Senator COLEMAN. And we are talking about Benon Sevan? 
Mr. CHRISTOFF. Correct. 
Senator COLEMAN. Could you give me an overall assessment, 

then, of the—I mean, the audits deal with a lot of minutiae, a lot 
of minutiae, but the overall body of audit work, what kind of pic-
ture does that paint of U.N. management of Oil-for-Food and other 
programs in Iraq? 

Mr. CHRISTOFF. I think it does two things. First, it sheds some 
light on some of the programs that haven’t gotten much attention, 
the 13 percent account that Mr. Clarry refers to, the 25 percent of 
the money that went to this U.N. Compensation Commission. But 
it also shows that there really was a lack of a basic foundation of 
financial asset management, procurement management, that you 
really need in any type of a program. And if you don’t have that 
foundation, then it can lead to fraud, waste, and abuse. 

Senator COLEMAN. What role does Benon Sevan have, then, in 
the oversight and management of these kinds of programs, be it 
the Oil-for-Food, the compensation, things that were going on in 
Iraq? 

Mr. CHRISTOFF. The Office of the Iraq Program had a critical 
role. In fact, some of the concerns that the auditors mentioned was 
the fact that there was lack of on-site kinds of oversight occurring 
within Iraq itself. It was oversight that was occurring from New 
York rather than on the field. 

Senator COLEMAN. Mr. Clarry, we didn’t get at this in your oral 
testimony, but I think your written testimony talks about it. Can 
you talk to me a little bit about any problems with quality of goods 
that were delivered into Northern Iraq under the 13 percent pro-
gram, medicines out of date, food not fit for human consumption, 
as described in the audits? 

Mr. CLARRY. Mr. Chairman, there were always chronic com-
plaints about the quality of food and medicines. These were sup-
plied by the Baghdad regime. I would like to interject here that 40 
percent of the 13 percent account, 40 percent of that account was 
actually under the control of the Saddam Hussein regime, not 
under control of the U.N. agencies procuring goods and services for 
the North. 

There were some expired medicines. There were some medicines 
that were thought to be defective. There were always chronic short-
ages of the medicines, even though there were substantial funds 
available. There was $340 million allocated during the first 11 
phases, of which by August 2002 only $100 million had been sup-
plied, and there were shortages. The Kurdistan regional govern-
ment had to go out, use their own funds on occasion to procure ur-
gent and important medical supplies. 

Food, many local people would not use the vegetable oil, for in-
stance. It may be a matter of taste. It was all certified fit for 
human consumption. But certainly with the amount of funds avail-
able, and if you could command the best market prices in the 
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world, you could serve steak and eggs for breakfast every single 
day of the year to everybody. There was plenty of funds available, 
and some of the food money was, let me say, wasted. Just look at 
how many people in the world could eat 20 kilograms, 20 pounds 
of wheat flour a month, but that was the program. 

Senator COLEMAN. Were you aware of any kickback schemes in 
humanitarian goods when you were there? 

Mr. CLARRY. It was just felt, because the contracts were nego-
tiated in Baghdad or by the U.N. agencies themselves. We were 
plugged into the system after that. So in Northern Iraq or in the 
Kurdistan region, we were unaware of any specifics regarding kick-
backs. 

Senator COLEMAN. Mr. Christoff, the draft report on the activi-
ties of OIOS said it is OIOS’s view that the overall management 
of the Oil-for-Food Program was not fully satisfactory. It certainly 
got an assessment from one of the witnesses earlier that they 
seemed to be satisfied with the work of Cotecna and the inspectors. 
Can you reflect on what the audits showed regarding Lloyd’s, 
Cotecna, and the other folks responsible for overseeing the pro-
gram? 

Mr. CHRISTOFF. Yes. The audits that OIOS performed placed a 
lot of emphasis on the lack of oversight on the part of the United 
Nations and the Office of the Iraq Program. For Cotecna, for exam-
ple, they questioned an amendment to that contact occurring 4 
days after the contract was signed that increased that contract 
price by $356,000. So a lot of the thrust of those internal audit re-
ports placed a picture on the extent to which any oversight was 
being conducted on the part of the Office of the Iraq Program. 

Senator COLEMAN. What kind of response did you see within the 
United Nations to the audit reports? 

Mr. CHRISTOFF. It varied. I think if you look at some of the au-
dits that were done on the U.N. programs in the north, you found 
that the audited agencies appeared to be receptive to the rec-
ommendations. However, in some of the audits, a few follow-up au-
dits that were conducted, OIOS often found that even though the 
agencies agreed to implement the recommendations, they didn’t do 
it. You look at the audits of the U.N. Compensation Commission, 
the U.N. Compensation Commission responded to the auditors by 
challenging their legal authority. 

Senator COLEMAN. What responsibility does the top management 
have to kind of pull everyone together to respond to audits in an 
appropriate fashion? 

Mr. CHRISTOFF. Well, it is imperative. You can’t have change im-
plemented unless you have buy-in by top management. 

Senator COLEMAN. And is there any sense that there was buy-
in by top management in terms of managing this program well, re-
sponding to audits, keeping things clean? 

Mr. CHRISTOFF. Again, I think it varied by the different pro-
grams. You had the auditors constantly being challenged. I think 
there was probably a lot of wasted time debating the merits of 
what the auditors found and not fixing the problems. 

Senator COLEMAN. Senator Levin. 
Senator LEVIN. Thank you. Mr. Christoff, in 2002, the GAO 

issued a report called ‘‘U.N. Confronts Significant Challenges in 
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Implementing Sanctions Against Iraq,’’ and I think you are familiar 
with that report, and may have contributed to it at the time. 

Mr. CHRISTOFF. Yes, sir. 
Senator LEVIN. Now, we introduced a chart from that report at 

the last hearing. This is the chart that we put up.1 The GAO found 
in 2002 that, ‘‘Sanctions may have constrained Iraq’s purchases of 
conventional weapons. There is no indication that Iraq has pur-
chased large-scale weapons systems such as aircraft, ships, or 
armor.’’ 

As I understand your conclusion, it was primarily because of 
U.N.’s control of Iraq’s oil revenues that, ‘‘Iraq’s military expendi-
tures have dropped dramatically.’’ Is that what that chart shows? 

Mr. CHRISTOFF. That is correct. 
Senator LEVIN. That was after the imposition of the U.N. pro-

gram that the military expenditures of Iraq dropped significantly, 
and that was in—what year is that? I can’t read it from here. 

Mr. CHRISTOFF. It begins with when the sanctions were imple-
mented in 1991. 

Senator LEVIN. And then it shows, after that massive drop in 
1991, it shows a level spending at a very much lower level——

Mr. CHRISTOFF. Correct. 
Senator LEVIN [continuing.] Right through your report in 2002, 

is that correct? 
Mr. CHRISTOFF. Yes, that is correct. 
Senator LEVIN. The Duelfer Report found in 2004 that the U.N. 

sanctions stopped Saddam Hussein from rearming Iraq with either 
large-scale conventional weapons or weapons of mass destruction. 
Is that a fair reading, also, of your report? 

Mr. CHRISTOFF. I think what we found in our report was that the 
sanctions were effective in limiting some of the major arms ship-
ments that had been going to Iraq prior to the sanctions. 

Senator LEVIN. You said also in your 2002 report that one of the 
challenges in implementing the sanctions was the ‘‘illicit revenue 
outside of U.N. control obtained from oil sales through neighboring 
states.’’ Your report noted that most recent U.N. resolutions did not 
address those oil sales to the neighboring states and that the omis-
sion was a significant challenge to the enforcement of the sanc-
tions. Is that correct? 

Mr. CHRISTOFF. That is correct. 
Senator LEVIN. Did the U.S. Government take action to address 

the oil trade from Iraq to those neighboring states following your 
report? 

Mr. CHRISTOFF. Following the report? 
Senator LEVIN. Yes. 
Mr. CHRISTOFF. I don’t know following the report. I know during 

the sanctions program, the United States did bring information to 
the Security Council about neighboring nations that were violating 
the sanctions. 

Senator LEVIN. And did they take action to stop those sales? 
Mr. CHRISTOFF. We know that the United Nations, ‘‘took note of 

the smuggling that was occurring to Jordan,’’ but we don’t know 
what additional actions, if anything, were undertaken. 
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Senator LEVIN. So other than that, as far as you know, other 
than bringing it to the attention of the Security Council, the Secu-
rity Council taking note of the sales, it did nothing beyond that? 

Mr. CHRISTOFF. Not to my knowledge. 
Senator LEVIN. And subsequent to your report? 
Mr. CHRISTOFF. I do recall at least in public statements that 

former Secretary of State Colin Powell noted that he was putting 
pressure on the Syrians to stop the oil pipeline that was being con-
structed and then the oil shipments that were going through Syria, 
as well. 

Senator LEVIN. And any reference to putting pressure on the 
Turks or the Jordanians? 

Mr. CHRISTOFF. No. 
Senator LEVIN. Mr. Clarry, are you now a consultant for—what 

do you do now? 
Mr. CLARRY. I am a consultant to the Kurdistan regional govern-

ment. 
Senator LEVIN. And the claims that you say that they have, and 

this is, as you put it, your bias and your focus to try to get those 
claims resolved, they relate to money which you believe—or goods 
which should have been delivered to that region, is that correct? 

Mr. CLARRY. Yes, a little bit of the goods, and mostly the remain-
ing unspent funds, yes. 

Senator LEVIN. And were some of those unspent funds delivered 
to the region? 

Mr. CLARRY. Yes. 
Senator LEVIN. It was in cash? 
Mr. CLARRY. Cash. 
Senator LEVIN. Do you know about how much that was? 
Mr. CLARRY. About $2 billion. 
Senator LEVIN. Two billion? 
Mr. CLARRY. Yes. 
Senator LEVIN. And when was that? 
Mr. CLARRY. Last June. 
Senator LEVIN. Is that included in your figures? 
Mr. CLARRY. Yes, I do mention it in a written statement. We are 

looking for the other three. 
Senator LEVIN. So that is included in your bottom line——
Mr. CLARRY. Yes. 
Senator LEVIN [continuing.] As to what you believe is still owing? 
Mr. CLARRY. Yes. 
Senator LEVIN. Thank you. Thank you, Mr. Chairman. 
Senator COLEMAN. Mr. Christoff, have you had a chance to re-

view the Duelfer Report? 
Mr. CHRISTOFF. I have read it, yes. 
Senator COLEMAN. As I recall, the Iraq Survey Group, they indi-

cated that the Iraqi Military Industrialization Committee budget 
grew substantially post-implementation of Oil-for-Food. Do you re-
call that? 

Mr. CHRISTOFF. From the Duelfer Committee report? Yes. 
Senator COLEMAN. I think the figures were—I am trying to get 

a copy of the report—that their budget grew from about $7.8 mil-
lion per year to $500 million per year by 2003, and as I recall 
Duelfer’s testimony before this Subcommittee, he indicated that, in 
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fact, as a result of the Oil-for-Food Program, that Saddam Hussein 
was able to get around the sanctions and to rearm himself. Do you 
recall that in the Duelfer Report and is that inconsistent with the 
chart that we just saw? 

Mr. CHRISTOFF. The information that we presented in our report 
in 2001 was information that was provided to us by the State De-
partment in terms of what the arms sales were and what they were 
back in 1980 going through 2001. 

Senator COLEMAN. So the Duelfer Report, the information that 
the Iraq Survey Group provided, was certainly more recent infor-
mation and more thorough information——

Mr. CHRISTOFF. It is more recent, definitely. 
Senator COLEMAN. And, in fact, I believe that Mr. Duelfer indi-

cated that the Iraqi military budget actually grew a hundred-fold 
under the Oil-for-Food Program. 

Senator LEVIN. Was that consistent with your report, that their 
budget for equipment grew a hundred-fold under the program? 

Mr. CHRISTOFF. No. In 2001, when we completed our report, we 
were basing the information on what we had received from the 
State Department—it is not there—but which showed that the high 
peak of armament sales that had occurred before sanctions were 
imposed declined as a result of the sanctions. 

Senator LEVIN. Thank you. 
Senator COLEMAN. I just want to follow up. At the time of that 

report, 2001, were you aware of the kickbacks, the extent of the 
fraud under the Oil-for-Food Program? 

Mr. CHRISTOFF. Yes. 
Senator COLEMAN. Nothing further. 
Senator LEVIN. I am all set. Thanks. 
Senator COLEMAN. This panel is excused. Thank you very much. 
I would now like to welcome our final witness, the Hon. Patrick 

F. Kennedy, the Ambassador to the United Nations for Manage-
ment and Reform at the U.S. Mission to the United Nations. 

Ambassador Kennedy, I appreciate your appearance at today’s 
hearing and look forward to your views on U.N.’s management and 
oversight of the Oil-for-Food Program, U.S. awareness of fraud and 
abuse in the program, including oil smuggling, and U.S. actions to 
prevent use of the program by the regime of Saddam Hussein. 

Before we begin, pursuant to Rule 6, all witnesses before this 
Subcommittee are required to be sworn in. Will you please raise 
your right hand. 

Do you swear the testimony you are about to give before the Sub-
committee is the truth, the whole truth, and nothing but the truth, 
so help you, God? 

Ambassador KENNEDY. I do, sir. 
Senator COLEMAN. Thank you very much. 
I think you know the system here, Ambassador. When the light 

turns from green to amber, if you can conclude. We will have your 
written statement submitted in its entirety for the record. Ambas-
sador Kennedy, you may proceed. 
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1 The prepared statement of Ambassador Kennedy appears in the Appendix on page 188. 

TESTIMONY OF HON. PATRICK F. KENNEDY,1 AMBASSADOR TO 
THE UNITED NATIONS FOR MANAGEMENT AND REFORM, 
UNITED STATES MISSION TO THE UNITED NATIONS, NEW 
YORK, NEW YORK 
Ambassador KENNEDY. Thank you very much, Mr. Chairman. 

Mr. Chairman, distinguished Members of the Subcommittee, I wel-
come the opportunity to appear before you to discuss the U.N. Oil-
for-Food Program and to answer your questions on various aspects 
of the management and execution of the program. 

Mr. Chairman, I want to reiterate three points regarding the 
context in which the Oil-for-Food Program was established and im-
plemented. First, I want to emphasize that the United States was 
fighting an often uphill battle. The very establishment of the pro-
gram was the result of arduous negotiations among 15 Security 
Council members, some of whom were arguing for the complete lift-
ing of sanctions. As a result of this political context, the ability of 
the United States and the United Kingdom to take measures to 
counter or address noncompliance during the life of the program 
was often countered by other members’ desires to, in fact, ease 
sanctions on Iraq. 

Second, sanctions have always been an imperfect tool, but given 
the United States’s national goal of restricting Saddam’s ability to 
obtain new materials of war, sanctions offered an important and 
viable approach short of the use of force to achieve this objective. 

Third, the United States made decisions and took actions relat-
ing to the Oil-for-Food Program and the comprehensive sanctions 
on Iraq also to achieve overarching national security goals within 
the larger political and economic context of the region. 

Mr. Chairman, given this general context, I would like to at-
tempt to outline some of the issues relating to the responsibility for 
implementing the program and for sanctions in general. 

The Oil-for-Food Program was established to address the serious 
humanitarian crisis that Saddam Hussein had inflicted on the 
Iraqi civilian population while concurrently maintaining strict en-
forcement of sanctions on items that Saddam Hussein could use to 
rearm or reconstitute his weapons of mass destruction or other 
military programs. 

We believe the system the Security Council devised by and large 
met these two specific objectives. The Oil-for-Food Program did 
have measurable success in meeting the day-to-day needs of Iraqi 
civilians. The daily caloric intake of Iraqi citizens increased and 
health standards in the country improved. And as Mr. Duelfer tes-
tified before this Subcommittee on November 15 last year, ‘‘U.N. 
sanctions curbed Saddam’s ability to import weapons, technology, 
and expertise into Iraq.’’

Investigations over the past year have uncovered significant 
sanctions-busting activity that arose both from Saddam Hussein’s 
manipulation of the program and from his and others’ abuse of the 
sanction regime for financial gain. 

In the end, the Oil-for-Food Program reflected three factors: A 
collective international desire to assist and improve the lives of 
Iraq’s civilian population; a desire by the United States and others 
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to prevent Saddam Hussein from acquiring materials of war and 
from posing a renewed regional and international threat; and a de-
cision by some companies, member states, and individuals to pur-
sue their own financial interests at the expense of the international 
community. 

Mr. Chairman, this final point about actors who colluded with 
Saddam Hussein in breaching sanctions and violating the rules of 
the Oil-for-Food Program leads me to the issue of responsibility. 

The United Nations, first and foremost, is a collective body com-
prised of its 191 members. A fundamental principle inherent in the 
U.N. charter is that all member states will uphold decisions taken 
by the Security Council. The effectiveness of the sanctions regime 
against Iraq and the integrity of the Oil-for-Food Program de-
pended completely on the ability and willingness of member states 
to implement and enforce the sanctions. In this regard, member 
states held the primary responsibility for ensuring that their na-
tional companies and their citizens complied with states’ inter-
national obligations. 

Through the Treasury Department, the United States, for in-
stance, took measures to establish a vetting process for U.S. compa-
nies seeking to do business in Iraq. We also implemented a com-
prehensive process to review the contracts for humanitarian goods 
going to Iraq in order to ensure that dual-use items were not being 
supplied to Iraq through the Oil-for-Food Program. 

In addition to the responsibilities of member states, the Security 
Council also established a subsidiary body of the Council, the 661 
Committee, to monitor the sanctions on Iraq, and once it was es-
tablished—the Oil-for-Food Program—the 661 Committee discussed 
issues related to violation of the sanctions between 1990 and 2003 
and issues related to the Oil-for-Food Program between 1995 and 
2003. Action, however, could only be taken to address those issues 
if there were political will and a consensus of all the members of 
the committee to do so. Although the United States and the United 
Kingdom repeatedly raised concerns within this context and often 
offered solutions to mitigate abuses, consensus in the 661 Com-
mittee continually proved elusive as we faced opposition from one 
or more members of the committee. 

The Security Council also authorized the Secretary-General and 
the U.N. Secretariat, under Security Council Resolution 986 in 
1995 and subsequent resolutions, to implement and monitor the 
Oil-for-Food Program. The Office of the Iraq Program staff was 
hired to devise a system whereby oil revenues from the program 
could be used to pay for humanitarian supplies for Iraq. To be 
clear, Mr. Chairman, the Secretariat, OIP, and the U.N. agencies 
were given the authority and they had the power to implement the 
program only within the mandate given to them by the Security 
Council. They were not empowered to monitor or enforce implemen-
tation by member states of the overall sanctions on Iraq or act as 
a border patrol. 

To make the division of responsibilities clear, Mr. Chairman, let 
me offer two examples. The first regards oil flowing out of Iraq. 
The former Iraqi regime, through the State Oil Marketing Organi-
zation, proposed prices for various markets and grades of crude for 
review by the U.N. Oil Overseers and for approval by the 661 Com-
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mittee. The U.N. Oil Overseers and 661 Committee members 
verified that the purchase price of the petroleum and the petroleum 
products were reasonable in light of prevailing market conditions. 

The U.N. contracted monitoring group, Saybolt, provided on-site 
inspection agents who keep 661 Committee members informed of 
the amount of petroleum exported from Iraq. Saybolt inspectors 
also monitored the arrival of oil industry spares under the Oil-for-
Food Program. A U.N. escrow account administered by Banque 
Nationale de Paris received payments for such liftings. Oil flowing 
out of Iraq through other means—smuggling, trade protocols, and 
the voucher system—was outside the mandate of the U.N. Secre-
tariat. Member states were responsible for monitoring these activi-
ties. 

My second example involves goods coming into Iraq. Again, there 
was a clear division of responsibility. While Iraqis retained the au-
thority to contract with specific suppliers under the Oil-for-Food 
Program, the 661 Committee was tasked at ensuring that the con-
tracted goods were appropriate for export to Iraq under the condi-
tions set out in Security Council Resolution 986. Once a contract 
was approved by the 661 Committee and the goods shipped, the 
U.N. inspection agent, Lloyd’s Register and later Cotecna, were re-
sponsible for authenticating the arrival of these goods into Iraq. 
Separately, it was the responsibility of member states to prevent 
sanctioned goods from entering into Iraq. 

Mr. Chairman, I offer these examples to illustrate exactly where 
responsibility lay. These were, in hindsight, substantial problems 
related to all these areas of responsibility. Some members did not 
take their international obligations seriously and either directly or 
indirectly facilitated sanction-busting activities by the Saddam 
Hussein regime. The 661 Committee was mired in a political de-
bate with regard to Iraq that often impeded it from taking action 
against violators of the embargo. As the recent Volcker Inde-
pendent Inquiry Committee Report indicates, there were serious 
charges that U.N. officials may have allowed Saddam Hussein to 
further undermine their system. 

I stated earlier that the United States has made every effort to 
address violations within the 661 Committee, even though we were 
often impeded by other committee members. 

Violations with respect to the Oil-for-Food Program manifested 
themselves in two key areas, manipulation of oil pricing and kick-
backs on the Oil-for-Food Program. 

In late 2000, U.N. Oil Overseers reported that Iraqis were at-
tempting to impose excessive premiums on oil exports. The 661 
Committee, led by the United States and the United Kingdom, 
agreed to a statement on December 15, 2000, making clear that ad-
ditional fees above the selling price approved by the 661 Committee 
were not acceptable. 

Despite circulation of this message to all companies approved to 
lift Iraqi oil, evidence of the illicit surcharges continued during the 
spring of 2001. The United States, working in close coordination 
with the British delegation, raised the issue of excessive oil price 
premiums in a series of more than 40 formal and informal 661 
Committee and Security Council meetings during that period. 
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After months of stalemate within the 661 Committee, the U.S. 
and British experts made creative use of the consensus rule gov-
erning decisions in the 661 Committee by withholding support until 
the end of the month on oil pricing proposals submitted at the be-
ginning of the month by the Iraqis. This retroactive price analysis 
gave the U.S. and British experts the opportunity to compare oil 
prices sought to the actual market price of similar crude oils to de-
termine if SOMO’s prices reflected fair market value, a require-
ment under Resolution 986. 

Beginning in October 2001, the United States and the United 
Kingdom regularly employed the retroactive pricing mechanism to 
evaluate SOMO’s prices until the suspension of the Oil-for-Food 
Program in 2003. The retroactive oil pricing we imposed had the 
intended effect. By the spring of 2002, the U.N. Oil Overseers re-
ported that the oil price variation from market levels had been re-
duced from as much as 50 cents per barrel to an accepted industry 
variation of three to five cents. 

Separately, allegations of kickbacks to the Oil-for-Food Program 
began to surface in late 2000. U.S. and British experts raised this 
issue with the 661 Committee experts and the Office of the Iraq 
Program representatives in 2002 and early 2001 and formally sub-
mitted proposals to address this issue during a 661 Committee 
meeting in March 2001. However, no documentary evidence was 
available at the time to support these allegations. Consequently, 
our proposals received no support. Committee members claimed 
that absent evidence indicating that such kickbacks existed, no ac-
tion could be taken. 

Important measures taken to address this issue occurred after 
the fall of Saddam’s regime, when the United States, through the 
Coalition Provisional Authority, was informed of the kickback 
scheme by Iraqi ministry representatives in Baghdad. With the fall 
of the Hussein regime in the spring of 2003, and with the subse-
quent authorities granted under U.N. Security Council Resolution 
1483, CPA officials, in coordination with U.N. officials and Iraqis, 
took steps to eliminate surcharges in the remaining Oil-for-Food 
contracts. 

In addition to eliminating and countering surcharges and kick-
backs, the United States also took initiatives to provide members 
of the 661 Committee and the Security Council with information 
and evidence of violations by the Saddam Hussein regime during 
various briefings. The United States briefed Security Council mem-
bers in 2000 on the various ways the Saddam Hussein regime was 
diverting funds to benefit Iraq’s elite, including through the use of 
diverted funds to build and furnish Saddam’s palaces. The U.S. 
again briefed Security Council’s ambassadors in the spring of 2002 
on Saddam’s noncompliance with U.N. Security Council resolutions 
and Saddam’s attempts to procure WMD-related materials. 

In March 2002, a U.S. interagency team briefed the 661 Com-
mittee on the regime’s diversion of trucks. The U.S. commanders 
of the Multilateral Interception Force in the Gulf also briefed the 
committee each year, starting in 1996, on the MIF’s activities in 
combating the illegal smuggling of Iraqi crude oil. 

Mr. Chairman, I know that an issue of concern to this Sub-
committee is our relationship with Jordan and Turkey with respect 
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to the imports of oil from Iraq during the Oil-for-Food period and 
why we felt the need to treat these nations differently. 

Beginning in 1991 and extending through 2003, the annual For-
eign Operations Appropriation Act contained restrictions on U.S. 
assistance to any country not in compliance with U.N. Security 
Council resolutions against Iraq. In 2002, the Foreign Operations 
Appropriation Act, as carried forward in the 2002 Supplemental, 
for example, enacted such legislation as Section 531. The restric-
tions under 531 and its predecessors could be waived if the Presi-
dent determined and certified to the Congress that providing as-
sistance was in the national interest. 

In the case of Jordan, as we explained to then-Senate Foreign 
Relations Committee Chairman Biden in a letter dated October 2, 
2002, the restriction had been waived each year since its enact-
ment in 1991 by three successive Administrations. 

Jordan was and remains a critical partner with the United 
States in bringing stability and a lasting peace to the Middle East. 
By ensuring that Jordan was not strangled by a lack of critical re-
source, the Jordanian government was able to pursue policies of 
critical importance to U.S. national security in the region. The Jor-
danians made clear to us that their trade would not aid Saddam’s 
weapons procurement programs. We understood that they were 
sending manufactured products to Iraq in exchange for oil. The 
U.S. determination and certification were solely in recognition of 
Jordan’s lack of economically viable alternatives. The U.N. Sanc-
tions Committee, with U.S. support, took note of Jordan’s imports 
of Iraqi oil and its lack of economic alternatives. 

As we also explained in the October 2002 letter, similar consider-
ation was given to Turkey, a close ally of the United States, a 
NATO partner, and host of Operation Northern Watch. Turkey co-
operated closely with the U.S. nonproliferation efforts against 
Saddam’s regime. Our approach was to encourage Turkey to bring 
its trade with Iraq into conformity with the U.N. Security Council 
resolutions. 

Turkey claimed that its cumulative losses from the Gulf War and 
ensuing sanctions against Iraq amounted to about $35 billion, and 
throughout the 1990’s pushed for ways to expand its trade with 
Iraq. From 1991 to the start of Operation Iraqi Freedom, the 
United States worked with Turkey to discourage trade out of the 
U.N. sanctions regime. For instance, the United States did not sup-
port a Turkish request for relief from sanctions under Article 50 of 
the U.N. Charter. In addition, the United States sought to ensure 
that the U.N. Security Council resolutions did not legitimize trade 
with Iraq outside the Oil-for-Food Program. 

Senator COLEMAN. Ambassador Kennedy, if you could sum up. 
Ambassador KENNEDY. Yes, sir. 
Senator COLEMAN. I am sure Senator Levin will follow up on 

some of these issues. 
Ambassador KENNEDY. Yes, sir. The last issue I would like to ad-

dress is the accusations of impropriety, mismanagement, or abuse 
by U.N. personnel, contractors, or agencies. The recently released 
U.N. Office of Internal Oversight Services audits and the Inde-
pendent Inquiry Committee interim report paint a very dis-
appointing and disturbing picture. 
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The lack of transparency on the part of the United Nations with 
regard to OIOS has long been a particular concern. The United 
States mission has continually sought access to OIOS reports. 
These were initially denied, as access was deemed outside of the 
General Assembly rules. Our staff worked tirelessly since last sum-
mer to get these particular OFF reports released, both from the 
Secretary and the Volcker Commission, which both denied. 

Therefore, last fall, the United States put forward language for 
inclusion in General Assembly resolutions that required that the 
United Nations make all OIOS audit reports available to U.N. 
member states on their request. The General Assembly adopted 
this U.S. initiative during the evening of December 23. Within an 
hour, the United States formally requested copies of the OIOS re-
ports covering the Oil-for-Food Program. Two weeks later, these 
audits were made available, thanks to our efforts, and these are 
the reports that your staff has reviewed. 

Mr. Chairman, I convey this information to you because we at 
the United States mission take our responsibility to make the 
United Nations a more transparent body very seriously and we in-
tend to continue this initiative in order to ensure adequate follow-
up of auditors’ recommendations. 

The Oil-for-Food Program was a unique endeavor, and although 
it was essential to the Iraqi people, it was also manipulated by 
Saddam Hussein and his cronies to undermine the sanctions. We 
will go forward, Mr. Chairman, and take the lessons we have 
learned from this experience very seriously and apply them to all 
future U.N. endeavors. 

I now stand ready to answer any questions the Subcommittee 
might have. 

Senator COLEMAN. Thank you, Ambassador Kennedy. I appre-
ciate that very extensive statement. 

I also want to say I appreciate the efforts to get us access to 
the—in the end, I think it was the 58 internal audits. I know we 
had been promised them at some later time, but it wasn’t until the 
resolution that you discussed was passed that caused us to get 
them when we did, so I want to thank you for those efforts. 

In the Duelfer Report, the Iraqi Survey Group noted, and I am 
going to quote here, and I will have the portion submitted to the 
record, ‘‘Although Saddam had reluctantly accepted the U.N. Oil-
for-Food Program by 1996, he soon recognized its economic value 
and additional opportunities for further manipulation and influence 
of the UNSC,’’ U.N. Security Council, ‘‘Iraq 661 Sanctions Com-
mittee member states. Therefore, he resigned himself to the con-
tinuation of U.N. sanctions, understanding that they would become 
a paper tiger, regardless of continued U.S. resolve to maintain 
them.’’ The report goes on then to detail the significant increases 
in military funding. It goes on to detail individuals with connec-
tions to member states receiving vouchers which then were actually 
bribes. 

My question to you is at what point in time were folks in our del-
egation aware of vouchers being handed out to folks with influence 
in member states? At what point in time were our folks aware that 
kickbacks that have been detailed before this Subcommittee by the 
Weir Group? I am trying to get a sense of what the thinking was 
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as this stuff is going on and the massive way in which it was hap-
pening. Were we simply blind at the time it was happening, or 
were we aware but unable to do anything? 

Ambassador KENNEDY. Mr. Chairman, if I can divide your ques-
tion into three parts, no one became aware of the voucher program 
until after the fall of Baghdad. The voucher program was kept very 
secret by Saddam Hussein. He ran, as you are well aware, sir, an 
extremely brutal regime and he was able to keep secrets. 

However, we were certainly aware, and became aware in 2000, 
of his efforts to subvert the activities, both through the first—the 
premium pricing on oil and then by kickbacks and we moved to 
counter this. It was, in fact, a chess game, sir. Saddam Hussein 
was always on the lookout for a way to get around the sanctions, 
and as information came to our attention, the United States, and 
always allied with the United Kingdom, were looking for ways to 
combat that. 

The example I laid out in my opening statement about how once 
we discovered, because the U.N. Oil Overseers reported to us his 
attempts to put premiums on sales, we moved in the committee. 
We met resistance from other nations in the committee, something 
we faced at all times. And then we employed the consensus mecha-
nism, as I said, in a reverse way to end the sanctions. 

So 2001, 2002, we began to hear a variety of rumors and we then 
moved to take whatever steps we could to counter them. 

Senator COLEMAN. And specifically, you talked about the retro-
active pricing. That is the issue described where Saddam Hussein 
could manipulate price, but once you instituted this retroactive 
pricing mechanism, that took away his ability to do that. 

Ambassador KENNEDY. It took it away, yes, sir. 
Senator COLEMAN. Who was resisting—first of all, how long did 

it take, from the time we first became aware of this and wanted 
to change the policy, to actually change the policy? 

Ambassador KENNEDY. I think it took somewhere around 6 to 9 
months. We met resistance within the committee. Other members 
of the committee were always saying, bring us proof positive, and 
we said, we don’t need proof positive. The rumor on the street is 
sufficient that we must pursue this in order to maintain the integ-
rity of the sanctions system. Other nations resisted. 

Senator COLEMAN. Which other members of the 661 Committee 
were most resistant to changing the retroactive pricing mecha-
nism? 

Ambassador KENNEDY. We received inquiries and challenges to 
our efforts from the Russians, from the Chinese, from the French, 
from the Syrians, from others, because the composition of the 661 
Committee was the permanent five plus others as they changed. 

Senator COLEMAN. Was there ever any concern raised about the 
value of Oil-for-Food contracts going to these specific member na-
tions and somehow that relating to the measure of their resistance? 

Ambassador KENNEDY. No, sir. I mean, obviously, there may 
have been colleagues who had speculated on that, but if you go 
back to the beginning of the program, in 1995, the sanctions had 
been in place on Iraq for 5 years. Because of Saddam’s total lack 
of care for his own people, his people were simply starving. Child 
mortality was up. Maternal mortality was up. And the public per-
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ception in the world was not that Saddam Hussein was causing 
this but that the sanctions regime was causing it. 

The U.S. national goal was to maintain those sanctions, and 
therefore, we were looking for a way to keep the sanction regime 
in place but overcome this public perception that the sanctions 
were causing great harm to the Iraqi people. Therefore, as we 
worked to implement the Oil-for-Food Program to work it out, that 
was our dilemma. 

Our primary goal was to maintain the sanctions. If we could not 
have a solid wall, then we wanted a screen, and we needed to con-
struct a screen that was as tight as possible within the context. 
But when we negotiated, the ability to write contracts had to be 
left to Saddam Hussein. That was the only way to get the program 
implemented. 

Senator COLEMAN. Wasn’t there concern that by giving him that 
ability, that you were giving him the power to manipulate, which 
obviously he ultimately did? 

Ambassador KENNEDY. It was anticipated, yes, that Saddam 
Hussein would do anything he could to manipulate the program. 
We tried to put in means to counter the manipulation, to limit the 
manipulation, but at the same time, faced with Saddam Hussein 
manipulating something versus the loss of sanctions as they dis-
sipated, that other countries in the world did not implement the 
sanctions as aggressively as we felt the United Nations required, 
the U.N. Security Council resolutions required them to, we did not 
want the sanctions to fritter away. 

Senator COLEMAN. You talked a number of times about the re-
sponsibility of ‘‘member states’’ to do certain kinds of enforcement. 
Can you explain what you meant by that? 

Ambassador KENNEDY. Yes, sir. A resolution passed by the U.N. 
Security Council is, under international law, binding on all member 
states. So if sanctions are put by the United Nations on Xanadu 
or Iraq, it is the responsibility of all other 190 members of the 
United Nations to enforce those sanctions. They are required to bar 
the movement of goods, to only ship goods into Iraq under the pro-
gram. 

But the enforcement mechanism is the court of world public opin-
ion. There is no sanctions mechanism absent going back to the 
Security Council for another resolution to attempt to take military 
action against a violator. 

Senator COLEMAN. But in this case, where you have an incredibly 
wide pattern of abuse of contracts, kickbacks, manipulation of con-
tracts, oil smuggling, topping off, a whole range of things, it is dif-
ficult for me sitting here to understand how we somehow would not 
be aware all this is going on when it is going on. 

Ambassador KENNEDY. As I said, sir, we became aware in 2002 
of his attempts to manipulate oil pricing, and then as we tamped 
that down, he moved to kickbacks, moving from one activity to—
we were aware of it and we constantly moved to counter it. As I 
said earlier, Mr. Chairman, I am not here to tell you that sanctions 
are a perfect tool, but sanctions are a tool. They were a tool that 
were available to us, and as Mr. Duelfer says several times in his 
report, they did have an effect on limiting Saddam Hussein’s abil-
ity to acquire materials. 
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There are other examples in his statement, in his report, I would 
say, where he talks about the Iraqis, for example, attempting to 
purchase aluminum powder by setting up massive front companies, 
and a year later, he never was able to obtain that aluminum pow-
der, which is one of the components of building weapons. 

So sanctions were having an effect. A perfect effect, absolutely 
not. But the United States felt it was very important to maintain 
that screen in place for the value of keeping out as much as was 
possible. 

Senator COLEMAN. Thank you, Ambassador. Senator Levin. 
Senator LEVIN. The way Secretary Powell put it was, I think, 

credit has to be given for putting in place a sanctions regime that 
has kept Saddam Hussein pretty much in check. Is that what you 
basically are saying? 

Ambassador KENNEDY. Yes, sir. 
Senator LEVIN. And you stick to that? 
Ambassador KENNEDY. Yes, sir. 
Senator LEVIN. Even knowing of the abuses that we have heard 

of, do you still stick to that conclusion? 
Ambassador KENNEDY. Sir, the program, Senator, was certainly 

not perfect, but it kept Saddam Hussein basically in check, as the 
Secretary said. 

Senator LEVIN. If we could put that chart up,1 that revenue that 
was going to Iraq, you made reference to what we didn’t know until 
2002. That is what we didn’t know. That is only a quarter of the 
money that he was getting for oil sales that he shouldn’t have got-
ten if the Oil-for-Food Program was working and applied to every-
body, including Turkey and Jordan, because what we did know was 
that big segment of that pie, which is 73 percent of the revenue 
that he got, and that was all outside of the U.N. Oil-for-Food Pro-
gram. Are you familiar with that? 

Ambassador KENNEDY. Yes, sir. 
Senator LEVIN. Does that look like about the right proportions? 
Ambassador KENNEDY. Yes——
Senator LEVIN. That was the Duelfer——
Ambassador KENNEDY. Yes, sir. I think those numbers are good 

numbers. 
Senator LEVIN. So what we did know in terms of what he was 

doing outside of the program was that he got a huge amount of rev-
enue from oil sales to our allies, at least in the case of Turkey, Jor-
dan, and Egypt. Obviously, Syria is not an ally, but in terms of the 
major recipient, which was Jordan, we knew that he was selling 
that oil outside of the program, in other words, in ways that the 
U.N. resolution did not contemplate, did not provide for. 

Now, the question is, we decided basically not to object. We could 
say rhetorically we didn’t agree. We could tell Jordan, as we did, 
that we were aware—we took note at the United Nations of these 
sales to Jordan, and that was about it. 

We took note, I guess, that Turkey—we didn’t even take note. 
We didn’t even let their application for approval of that direct sale 
to be considered by the United Nations. We prevented that from 
coming to U.N. consideration for reasons which are not clear to me, 
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but probably because they may have been vetoed, would be my 
guess. 

Essentially, looking at this honestly, is it not accurate to say that 
the majority of that illicit revenue that Duelfer identified, about 
three-quarters of the illicit revenue went to Iraq with our implicit 
knowledge? Is that fair to say? We knew about it? 

Ambassador KENNEDY. Yes, sir, we were aware of it. 
Senator LEVIN. And for these strategic reasons you gave or these 

national—what you call national security reasons, we decided that 
we were going to basically allow that to continue without trying to 
stop it, is that fair? 

Ambassador KENNEDY. In the case of Jordan and Turkey, not in 
the case of——

Senator LEVIN. Obviously. 
Ambassador KENNEDY [continuing.] Not in the case of Syria. And 

in the case of Jordan, for example, we worked with the Jordanians 
to constantly emphasize to them that this should be a barter ar-
rangement. 

Senator LEVIN. Right. 
Ambassador KENNEDY. The receipt of oil and its swapping for 

material that would be acceptable under the sanctions regime writ 
large. We urged the same with Turkey. 

Senator LEVIN. We urged them to do that, is that correct? We 
urged them to barter? 

Ambassador KENNEDY. We urged the—yes, sir. We urged them 
to barter. 

Senator LEVIN. We don’t know whether they got cash or not, do 
we? 

Ambassador KENNEDY. No, sir, we do not. 
Senator LEVIN. All right. 
Ambassador KENNEDY. We do not. 
Senator LEVIN. So when we talk about the Oil-for-Food Program 

and the efforts to get around the Oil-for-Food Program and the 
sanctions regime which he made, without any doubt, he would use 
any tactic he possibly could to get around the sanctions, and one 
of the ways he did it was with kickbacks and with surcharges and 
with what is called smuggling up there. The major way he got 
around that sanction program was through sales of his oil to coun-
tries, to neighboring countries which were not stopped by the inter-
national community, and at least in the case of Jordan and Syria, 
we acquiesced in and did not attempt to stop. Is that a fair sum-
mary? 

Ambassador KENNEDY. With one, if I might apologize, a correc-
tion. You said Syria——

Senator LEVIN. Did I say Turkey? 
Ambassador KENNEDY. No, sir. 
Senator LEVIN. Let me correct that, obviously. In the case of Jor-

dan and Turkey, we knew those sales were taking place and we ac-
quiesced in them. Is that a fair summary? 

Ambassador KENNEDY. We notified the Congress every year——
Senator LEVIN. And notified us. 
Ambassador KENNEDY [continuing.] Under the exception of the 

Foreign Assistance Act that Jordan and Turkey were—actions were 
in violation of the sanctions regime, yes, sir. 
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Senator LEVIN. You notified us. As a matter of fact, you notified 
us, because under our law, aid to those two allies, Jordan and Tur-
key, could not take place unless you notified Congress and waived 
the restrictions of the law, is that correct? 

Ambassador KENNEDY. Yes, sir, that is under the Foreign Assist-
ance Act. 

Senator LEVIN. Because I do think it is important that when we 
assess responsibility, that we also look at our own actions and de-
cide—we can look retrospectively and decide they were the right 
actions, by the way. As far as I am concerned, I didn’t object to 
them at the time and I think that there was good cause to do what 
we did. 

But it is not good enough to point the finger at other countries 
such as Russia, France, and so forth for stopping things at the 661 
Committee. They did it for their strategic reasons. We looked the 
other way when it came to putting money into Saddam’s pocket for 
oil sales outside of the sanctions program that we had approved 
and worked so hard to get in place. We did it for what we consid-
ered to be good reasons, and may have been good reasons, by the 
way. They may have been good reasons. I am not arguing with 
that. But we looked the other way when large amounts of money, 
three-quarters of the illicit revenue, was going to Saddam Hussein 
under those direct sales and we ought to acknowledge it. 

That is my only argument here with your testimony, it is impor-
tant that we acknowledge it and we be straightforward about what 
the implications of that were. Jordan was an ally. Turkey is an 
ally. They had economic problems, and so we acquiesced in, we 
didn’t try to stop those direct sales from a bitter enemy of ours, in 
violation of a sanctions program that we had helped put in place. 

Ambassador KENNEDY. What I would say, Senator, is I would not 
use the phrase ‘‘look the other way,’’ because we constantly en-
gaged with the Jordanians——

Senator LEVIN. Did we try to stop it? Let us be honest. 
Ambassador KENNEDY. We engaged with them to mitigate it to 

the maximum extent possible and to encourage them to use barter 
so that the exchange would not be any materials of war. 

Senator LEVIN. And as you testified, we don’t know that they en-
gaged in barter. They may have just paid in cash to Iraq. We don’t 
know whether they did or not. 

Ambassador KENNEDY. I would have to get back to you for that 
for the record, sir.

INFORMATION PROVIDED FOR THE RECORD 

Official Jordanian representations to the U.S. Government indicate that no cash 
was provided to Iraq under the protocol arrangement, although the Duelfer Report 
quotes several Iraqi sources as indicating that a small amount of the trade was in 
cash. We understand the arrangement between the two countries was to have been 
one of straight barter, with nothing from the Jordanian government to have been 
paid directly to the Government of Iraq. Rather, the Government of Jordan was to 
have paid into a clearing account at the Central Bank of Jordan an amount equal 
to the price of oil that Iraq was shipping to Jordan. Jordanian companies, under 
contract to Iraqi government ministries, exported goods to Iraq and were to have 
drawn down the price of the goods they exported from the clearing account at the 
Central Bank of Jordan.
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Senator LEVIN. All right. And when I say looked the other way, 
we did not try to stop it. 

Ambassador KENNEDY. As we notified, sir, we——
Senator LEVIN. As you notified Congress. I said ‘‘we.’’
Ambassador KENNEDY. I am not shifting the——
Senator LEVIN. No. 
Ambassador KENNEDY. I am just saying, this was a public posi-

tion taken by three successive Administrations——
Senator LEVIN. Absolutely. 
Ambassador KENNEDY [continuing.] That the U.S. national inter-

est was best served by taking this action. 
Senator LEVIN. I couldn’t agree with you more. When I said ‘‘we,’’ 

I mean America. I am not pointing at this Administration. I am 
saying, we as a country, decided, this Administration, the previous 
Administration. We, the Congress, that got the notice decided that 
all that money or equipment, whatever it was, and we didn’t know, 
would be going to Saddam Hussein, a bitter enemy of ours, in vio-
lation of a program that we fought to put in place for reasons that 
this country thought were good and sufficient. That is all I am say-
ing, and we ought to be honest about it. 

One other question and then I am done. You didn’t react to that, 
but I assume you would agree we ought to be straightforward in 
acknowledging that was the facts, is that fair enough? Were those 
facts that I stated an accurate summary of the facts? 

Ambassador KENNEDY. The sales—the trade was going on and 
we were aware of it, yes, sir. 

Senator LEVIN. OK, final question. About 10 days ago, Ambas-
sador, we asked the State Department for two dozen documents, 
roughly, which is a very specific number and they all were identi-
fied, I believe, by specific Bates numbers. This morning, after the 
hearing began, we got about half of those documents. What was the 
holdup in getting us those documents, and second, can we get the 
other dozen? 

Ambassador KENNEDY. We had some trouble locating the docu-
ments because of their age and my staff in New York personally 
put in a great deal of time. We were able to locate them by search-
ing our files. The other half are so old that we have been unable 
to locate them in our active files and we have an all points search 
out for them, including consulting with the U.N. central archives 
in order to obtain them. As soon as we obtain them, sir, they will 
be immediately delivered. 

Senator LEVIN. I appreciate that, and Mr. Chairman, I would ask 
that we make part of the record a number of documents which I 
will ask the Ambassador to comment on for the record relative to 
some ship deliveries to specific ports which apparently were—this 
is of Iraqi oil to Jordanian ports, or for Jordan, which apparently 
were escorted by American ships. There have been a number of 
press reports on those deliveries and I would ask that we make 
part of the record at this time a number of documents which we 
have received by subpoena in the record.1 

Senator COLEMAN. Without objection. 
Senator LEVIN. Thank you. Thank you, Mr. Chairman. 
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Senator COLEMAN. Thank you, Senator Levin. Thank you, Am-
bassador Kennedy. 

I will leave the record open for 10 days to accommodate both the 
requests of the individuals from Cotecna and the records that Sen-
ator Levin has asked for. 

We will continue with these hearings, the issue of why were cer-
tain actions taken by member states, whether it was strategic rea-
sons or whether it was because of bribery or influence or issues 
that still have to be reviewed further. I reiterate my concern about 
the need for greater cooperation from the United Nations and for 
the United Nations to make available certain witnesses and docu-
ments to this Subcommittee, to Members of Congress, so that these 
investigations may proceed. 

With that, this hearing is now adjourned. 
[Whereupon, at 1:02 p.m., the Subcommittee was adjourned.] 
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A P P E N D I X 

PREPARED STATEMENT OF SENATOR PRYOR 

Senator Coleman, I’d first like to thank you for your leadership on this sub-
committee. Today’s hearing, the second into the management of the Iraqi Oil-For-
Food Program, is important in furthering our understanding of both the failures of 
the program but also how the program worked. In November, we heard testimony 
regarding how Saddam Hussein abused the Oil-For-Food Program. As I noted dur-
ing that first hearing on November 15, the U.N. sanctions against Iraq will likely 
not be the last time the international community attempts sanctions against a coun-
try; it is therefore important that we understand the ways in which there were 
breakdowns in the Iraq sanctions and the Oil-For-Food Program. In much the same 
vain, I look forward to today’s testimony regarding the United Nations’ management 
and oversight of the Iraqi Oil-For-Food Program. 

There is not doubt that there are many lessons to be learned from the Oil-For-
Food Program. I am deeply concerned to hear of troubles this subcommittee has had 
in its attempts to gain access to some records and personnel at the United Nations 
in New York, and I would urge Secretary General Kofi Annan to cooperate with the 
U.S. Government and this Congressional Committee as it attempts to piece together 
the truth about the Oil-For-Food Program. It is in the best interest of the inter-
national community, all of us, that we know exactly where Oil-For-Food Program 
and United Nations policies went awry because we all have an interest in seeing 
that future sanctions and humanitarian programs are successful. 

I thank today’s witnesses for taking the time to be here today as this Sub-
committee attempts to provide a clearer picture of the shortcomings of the Oil-For-
Food Program, and I look forward to their testimony. Again, Chairman Coleman, 
thank you for your important leadership.
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